Republic of India

Orissa Tribal Empowerment and Livelihoods Programme (OTELP)

Phase I Review Report


Document of

The International Fund for Agricultural Development

For Official Use Only

REPUBLIC OF INDIA
ORISSA TRIBAL EMPOWERMENT 
AND LIVELIHOODS PROGRAMME (OTELP)
IFAD Loan No. 585 - IN

PHASE I REVIEW REPORT
Asia and the Pacific Division

Programme Management Department

REPORT No.??-IN

October 2006
This document has a restricted distribution and may be used by recipients only in the performance of their official duties. Its contents may not otherwise be disclosed without the authorisation of the International Fund for Agricultural Development (IFAD).

REPUBLIC OF INDIA

ORISSA TRIBAL EMPOWERMENT
 AND LIVELIHOODS PROGRAMME (OTELP)
PAHSE I REVIEW REPORT

Table of Contents

1I.
INTRODUCTION

II.
BACKGROUND
2
III.
PROGRAMME DESCRIPTION
3
A.
Programme Objectives and Strategy
3
B.
Programme Area and Target Group
4
C.
Programme Components.
4
E.
Programme Organisation and Management.
5
IV.
ASSESSMENT OF PROGRAMME DESIGN
6
V.
REVIEW OF PROGRAMME PERFORMANCE
7
A.
Summary of Programme Implementation Performance
7
B.
Performance in Implementing Programme Components
7
VI.
ACHIEVEMENT OF THE TRIGGER INDICATORS
42
VII.
PROGRAMME FINANCES
44
A.
Use of Funds in Phase I
44
B.
Funding by Programme Partners
45
VIII.
CROSSCUTTING ISSUES
46
A.
Gender Issues
46
B.
Equity Issues
47
B.
Impact on Extreme Poverty and Vulnerability
47
IX.
LESSONS LEARNED FROM PHASE I
48
X.
PROPOSALS FOR PHASE II
50
A.
Proposed Approach
50
B.
Programme Phasing
51
C.
Programme Structure
52
XI.
PHASE II COMPONENTS AND IMPLEMENTATION ARRANGEMENTS
52
A.
Component 1  Capacity Building for Empowerment
52
B.
Component 2   Livelihood Enhancement
54
D.
Component 3    Support for Policy Initiatives
61
E.
Development Initiatives Fund (DIF)   (Base cost USD 1.5 million)
62
F.
Programme Management
63
G.
Food Handling.
64
XII.
PHASE II COSTS AND FINANCING
64
A.
Phase II Costs by Component and Loan Category
64
B.
Phase II Financing
66
XIII.
AMENDMENTS TO THE LOAN AGREEMENT
66
A.
Trigger Indicators for Phase III
66
XIV.
CONCLUSION
67


CURRENCY EQUIVALENTS
Currency Unit


=

Indian Rupee (INR)

USD 1.00


=

INR 47

INR 1.00


=

USD 0.021

WEIGHTS AND MEASURES



1 kilogram


=

2.204 lb



1 000 kg


=

1 metric ton (mt)




1 kilometre (km)

=

0.62 mile



1 metre



=

1.09 yards



1 square metre


=

10.76 square feet



1 acre



=

0.405 hectare



1 hectare


=

2.47 acres

  


FISCAL YEAR

1st April – 31st March

ABBREVIATIONS AND ACRONYMS
AWPB


Annual Work Plan and Budget

CI


Cooperating Institution

CIF


Community Infrastructure Fund 

COSOP


Country Strategic Opportunities Paper
CTCRI


Centre of the Indian Central Tuber Crops Research Institute in Bhubaneswar



DFID


Department for International Development
DIF


Development Initiatives Fund

EIRR


Economic Internal Rate of Return

EPA


Entry Point Activity

FD


Forest Department

FLM


Flexible Lending Mechanism

FY


Fiscal Year

GDP


Gross Domestic Product

GoI


Government of India

GoO


Government of Orissa

ICDS


Integrated Child Development Scheme

ICRISAT

ITDA


Integrated Tribal Development Agency

LI


Livestock Inspector

LLWs


Livestock Link Workers

LWMF


Land and Water Management Fund

M&E


Monitoring and Evaluation

MIS


Management Information System

MT


Master Trainer

MTR


Mid-Term Review

MTA


Ministry for Tribal Affairs

MWS


Micro-watershed

MSSRF


MS Swaminathan Research Foundation 
NABARD

National Bank for Agriculture and Rural Development

NTFP


Non-Timber Forest Products

OTDP


Orissa Tribal Development Programme

OTELP


Orissa Tribal Empowerment and Livelihoods Programme

PA


Programme Administrator

PD


Programme Director

PFM


Participatory Forest Management

PFMF


Participatory Forest Management Fund

PFMSC


Participatory Forest Management Sub-Committee

PMS


Programme Management System

PRA


Participatory Rural Appraisal

PRI


Panchayat Raj Institution

PSRMP


Palli Sabha Resource Management Plan

PSU


Programme Support Unit

PTG


Primitive Tribal Group

RMP


Resource Management Plan

SHG


Self-Help Group

SIDBI


Small Industries Development Bank of India

SOE


Statements of Expenditure

SOTDP


Second Orissa Tribal Development Programme

ST/SCDD

Scheduled Tribes & Scheduled Castes Development Department

ST


Scheduled Tribe

TDCC


Tribal Development Cooperative Corporation

UNOPS

United Nations Office of Project Services

VA


Village Animator

VAV


Village Agricultural Volunteer

VDC


Village Development Committee

VDF


Village Development Fund

VDLP


Village Development and Livelihood Pland

VSS


Vana Samrakshana Samithi 

VV


Village Volunteer

VVV


Village Veterinary Volunteer

WDT


Watershed Development Team

WFP


World Food Programme

WSC


Watershed Sub-Committee

[image: image1.png]sjoulsiq ealy swwesbold
siauenbpeaH ouisIq
[endeD ajelg
salepunog jouisig

sauepunog a1e1g

jp3uag fo

oh
o %%1
4

AVHQVYHE

HYHINO3IM
PNYHEHNAYN

|’t
jebuag 1somM \..J..

-\- he +

4 c/\-

essuQ Ul s)ouistq ealy swweibold ;) depy

JNWNVHOOHd SAOOHITIAIT ANV LNIWHIMOJNT TvaIHL YSSIHO
VIANI




[image: image2.png]yseapeig BIYPpUY
jpduag fo svg

$00Ig ] 8sBUd

uopejuawaldw| swwelbold ysepesd eAypen

10} sx001g Alioud

sauepunog ¥20|g —

seuepunog 10MISI)  ————

seliepunog 8)glg = —--—-

HHYOVYAYN

HYHINOIM

sy00|g Ajuoud jo uoneooT 1z dep

JNAVYHO0Hd SAOOHITIAIN ANV LNFJWHIMOLWI TvEIHL VSSIHO
VIANI




REPUBLIC OF INDIA

ORISSA TRIBAL EMPOWERMENT 
AND LIVELIHOODS PROGRAMME (OTELP)
PHASE I REVIEW

I.
INTRODUCTION

1. The Orissa Tribal Development Programme (OTELP) is being implemented in three phases under IFAD’s Flexible Lending Mechanism and it is a requirement under the Loan Agreement (Loan No 585-IN) that the Borrower, the Lead Programme Agency, the Fund, the Cooperating Institution and the Participants shall jointly carry out a review of Programme implementation at the beginning of the second half of each of the third and seventh Programme Years (each a “Phase Review”).  Accordingly, the Phase I Review Mission, involving the Government of Orissa, the Programme Support Unit (PSU) within the Scheduled Tribes and Scheduled Castes Development Department (ST&SCDD), IFAD, UK Department for International Development (DFID); World Food Programme (WFP) and United Nations Office of Project Services (UNOPS) 
 was fielded in Orissa from 3 September to 2 October 2006.
2. The Review Mission was preceded by four thematic studies undertaken in the period 8 to 28 August 2006 and covering: Grassroots Institution Building; Livelihood Enhancement; Gender Impact Assessment; and, Project Management and Convergence of Government Programmes.  The reports on these studies and details of OTELP’s implementation to date were discussed at a Stakeholders’ Workshop held in Bhubaneswar 4 to 5 September 2006. Following the Workshop and before commencing its fieldwork, the Mission held detailed discussions with the key players in OTELP’s implementation: the PSU; District representatives of the Integrated Tribal Development Agencies (ITDA); the Facilitating NGOs (FNGOs); and, the Resource NGOs (RNGOs).
3. The fieldwork was conducted from 8 to 16 of September 2006 and the Review mission split into two groups to cover the four programme districts:- Koraput; Kalahandi; Gajapati; and Kandamal
.  In each district Mission members visited Programme Blocks and villages and had detailed discussions with Village Development Committees (VDCs); Self Help Groups (SHGs); individual farming households; Village Volunteers; and the staff of the FNGOs and the ITDA.  In the villages visited, physical progress with programme implementation and the quality of work was assessed, and planning documents and financial records were examined.  At district level, operational processes and financial procedures of the ITDAs and the FNGOs were examined in detail.  In addition, the Mission had meetings with the various line departments involved with OTELP and, wherever possible, with the District Collector.
4. Following the field work and a further detailed examination of the operation of the PSU, the Mission prepared a Draft Aide Memoire containing its initial findings and recommendations. This was presented to a Workshop in which the key partners in Programme implementation:- the Secretary ST&SCDD; the Programme Director and staff of PSU; the FNGOs; the RNGOs; and representatives of IFAD; DFID and WFP all participated.  During the Workshop the Mission’s findings were discussed and where necessary its recommendations were modified to reflect the concerns of the people actually responsible for OTELP’s implementation.  On the 25th of September 2006, the outcome of the Workshop was present to a Wrap-up Meeting with the Chief Secretary and senior officials of the Government of Orissa (GoO).                          
5. The Phase I Review Report presented herewith provides: (i) an assessment of the progress made to date in Programme implementation; (ii) the Mission’s assessment of whether the conditions established in the Loan Agreement for proceeding to Phase II have been met; and, (iii) proposals for Phase II, including the recommendation on what aspect of the Programme’s current implementation modality should be modified in order for OTELP to fulfil its design objectives.  The report is based on the Mission’s findings in the field; the understandings reached with the PSU, the FNGOs and other key stakeholdesr; and, the guidance provided by the Chief Secretary GoO, the Secretary ST&SCDD, and the representatives of IFAD, DFID and WFP.     
II.
BACKGROUND
6. OTELP is based on a coalition of development partners with a common concern for the welfare and economic development of tribal communities in India. That coalition consists of: Government of India (GoI), the Government of Orissa (GoO), IFAD, DFID and WFP. It started to be formed in the late 1990s when IFAD and WFP realized they had similar development priorities in India. At that time IFAD’s Country Strategic Opportunities Paper (COSOP) for India had identified tribal communities as a priority target group and WFP’s country strategy had a similar emphasis. Therefore, in December 1999, when the Government of India, requested assistance for tribal development in Orissa, IFAD and WFP sent a joint exploratory mission. This identified a programme for livelihood security in South-western Orissa. The joint Formulation Mission that followed in April 2000 designed a Programme that built upon IFAD’s previous experience in assisting tribal communities in India.   It focused on community empowerment as the basis for effective natural resource management (NRM) and the establishment of sustainable improvements in the livelihoods of tribal communities.
7. As a prelude to its possible participation in the programme, DFID reviewed the Formulation Report and held a stakeholder workshop, to examine the design and revisit key issues associated with tribal development. Then, following discussions with GoO, the Ministry of Tribal Affairs (MTA) and the Department of Economic Affairs (DEA) of GoI, a joint IFAD/WFP/DFID Appraisal Mission was fielded in November/December 2001. This Mission worked closely with all stakeholders, including tribal communities, to verify the Programme design. In particular, key policy issues affecting tribal development were discussed in detail with the GoO in order to establish a timetable for concerted policy action.
8. The Appraisal Mission proposed a programme that would be implemented in three Phases over a ten year implementation period.  It focussed on seven districts in Orissa’s tribal belt and covered 30 of the poorest blocks within those districts.  The total cost of the programme was estimated to be USD 91.15 million, of which IFAD was to provide USD 20 million in loan funds, DFID the equivalent of USD 40 million as a grant and WFP food aid to the value of USD 12.3 million. The Government was expected to cover the equivalent of USD 9.57 million and the programme beneficiaries the equivalent of USD 8.9 million. 
9. It was decided that the Programme would be implemented under IFAD’s Flexible Lending Mechanism (FLM).  Phase I was to be implemented over a three year period and was expected to involve a total expenditure of approximately USD 8.9 million.  Phase II was to be implemented over four years and involve an expenditure of USD 54.9 million and Phase III would cover the remaining three years and utilize the remaining USD 27.36 million. 
10. OTELP was approved by IFAD’s Executive Board in April 2002.  The Loan was signed in December 2002 and declared Effective 15 July 2003 but then the Programme experienced delays and it was only formally launched by the Honourable Chief Minister of Orissa on 2nd of October, 2004.  Delays are still being experienced in accessing DFID’s funding through IFAD and because of cross-effectiveness clauses, funding from IFAD has also been held-up. At the time of the Phase I Review Mission none of the DFID funds deposited with IFAD had been accessed by the Programme
. 
11. Under the FLM it was a requirement that, in each phase, progress made in implementation must be measured against established criteria, Trigger Indicators, before funding for the next phase is released.  In the case of OTELP, the Loan Agreement stipulates that a Phase Review be conducted at the beginning of the second half of each of the third and seventh Programme Years.   This would have meant that the Phase I Review should have been undertaken in September 2005
, but, due to the early implementation delays IFAD decided to postpone the Phase I Review until August/September 2006 to allow sufficient time for an objective assessment of OTELP’s performance.   In practical terms, however, the Phase I Review is still based on only 23 months of effective implementation and in assessing OTELP’s achievements, this factor should be taken into consideration.
III.
PROGRAMME DESCRIPTION
A.
Programme Objectives and Strategy
12. The Programme objectives proposed at Appraisal were to ensure that the livelihoods and food security of poor tribal households are sustainably improved through promoting a more efficient, equitable, self-managed and sustainable exploitation of the natural resources at their disposal and through off-farm/non-farm enterprise development. To achieve this objective, the Programme was expected to:
· Build the capacity of marginal groups as individuals, and grassroots institutions;
· Enhance the access of poor tribal people to land, water and forests and increase the productivity of these resources in environmentally sustainable and socially equitable ways; 
· Encourage and facilitate off-farm enterprise development focussed on the needs of poor tribal households;
· Monitor the basic food entitlements of tribal households and ensure their access to public food supplies; 
· Strengthen the institutional capacity of government agencies, Panchayati Raj Institutions, NGOs and civil society to work effectively for participatory poverty reduction with tribal communities
· Encourage the development of a pro-tribal enabling environment through ensuring that legislation governing control of, and access to, development resources by poor tribal households is implemented effectively and by recommending other policy improvements; and
· Build on the indigenous knowledge and values of tribals and blend these with technological innovations to ensure a speedier pace of development.
13. The strategy proposed at Appraisal focused on empowering the tribal communities to enhance food security, increase incomes and improve the quality of their lives through efficient natural resource management, effective watershed management and improved agricultural practices. Emphasis was on participation and strengthening community institutions, fostering self-reliance, and respecting indigenous knowledge and values. The approach was to be flexible and non-prescriptive, with tribal communities determining the scope and timing of Programme activities.  The strategy relied heavily on developing an effective partnership between Government Agencies, particularly the ITDA and NGOs.
14. The Programme was to adopt a ‘watershed plus’ approach using the watershed as the basic vehicle for natural resource management but with the scope to address broader livelihood issues of sustainablity including: savings and credit; access to resources; off-farm/non-farm income generation; issues related to non-timber forest products and the improvement of community infrastructure. The Programme was also expected to work in partnership with GoO to address policy issues relating to land and NRM. WFP food assistance was designed to assist food insecure households to participate in and benefit from development initiatives.
B.
Programme Area and Target Group
15. The Programme area covers 30 of the most backward blocks with high tribal concentrations in seven districts, namely Gajapati, Kalahandi, Kandhamal, Koraput, Malkangiri, Nawarangpur, and Rayagada in South-West Orissa. During Phase I, Programme activities are being undertaken in ten blocks within the districts of four districts Gajapati, Kalahandi, Kandhamal, and Koraput.  In targeting activities the Programme was required to adopt an inclusive approach, selecting villages in which the scheduled tribes and scheduled castes form not less than 60% of the population and where most households are below the poverty line. Thus, tribal and non-tribal households would be included but the tribal populations were expected to be in the majority.  Participatory Rural Appraisals (PRAs) were expected to be used to map poverty and self-targeted activities and intensive sensitisation programmes were to be used to ensure the inclusion of the marginal groups. 
C.
Programme Components.
16. The Appraisal Report summarizes the Programme components as follows
:
· Capacity Building for Empowerment. The Programme would support NGOs to mobilise communities, empower them through awareness creation on tribal rights, gender and equity issues, natural resource management and programme planning; assist them, through micro-planning exercises, in the prioritisation of their development needs and in the formulation and implementation of development proposals and build/strengthen appropriate community institutions. It would also strengthen the capacity of the support agencies that will assist them as facilitators.
· Livelihood Enhancement.  The Programme would support: (i) land and water management; (ii) participatory forest management to regenerate degraded forest land and to develop NTFP processing and marketing enterprises; (iii) improvements in agricultural productivity; (iv) improvements in animal husbandry; (v) improved access to rural financial services through the promotion of self-help savings and credit groups and linking them with formal financing institutions to augment their capital base; and (vi) development of community infrastructure to fill critical gaps in the provision of key rural infrastructure (e.g. drinking water, village link road upgrading) and to provide for necessary economic (e.g. work-sheds, stores, mills, expellers) and social infrastructure (e.g. community halls).
· Support for Policy Initiatives.  The Programme would support the operationalisation of the government’s existing policy initiatives in relation to tribals’ access to land and forest products through: (i) providing a legal defence fund to assist tribals in pursuit of land alienation/restoration cases
; (ii) supporting operational costs for improved detection and disposal of land alienation cases and monitoring enforcement of land restoration orders; and (iii) funding the survey and settlement process for the hill slopes between 10o and 30o. The Programme would also fund studies to deepen understanding on other key policy issues and engage government in dialogue on unresolved policy areas through a structured framework involving the establishment of milestones and a timetable for action.
· Development Initiatives Fund. Through this Fund, the Programme would provide the flexibility to provide additional funding for well performing activities in demand from the communities and for new activities, which become feasible and attractive in the course of Programme implementation.
· Programme Management.  The Programme would provide for the costs of Programme management at the state and field level.
· Food Handling.  The Programme would cover the cost of transport, storage and distribution of WFP food assistance.
D.        Programme Costs and Financing

17. The Programme was expected to be implemented in three Phases over a ten year implementation period.  The total cost was estimated to be USD 91.15 million, of which IFAD was to provide USD 21 million in loan funds, DFID the equivalent of USD 40 million as a grant and WFP food aid to the value of USD 12.3 million. The Government was expected to cover the equivalent of USD 9.57 million and the programme beneficiaries the equivalent of USD 8.9 million.  The DFID funds were to be channelled through IFAD to provide a single funding window and facilitate coordination of funding and simplify procedures for Programme Management.  The total cost of Phase I of the Programme was expected to be USD 8.9 million
.
E.
Programme Organisation and Management.
18. The Ministry of Tribal Affairs at the central level and the Scheduled Tribe/Scheduled Caste Development Department (ST/SCDD) at the state level were designated to be the nodal agencies for the Programme. At the state level, the Programme was expected to have a three-tier management structure consisting of: (i) the SHGs and VDCs as the main implementing agencies at the grassroots level; (ii) the ITDAs at the district level; and (iii) a Programme Support Unit (PSU) within the ST/SCDD at the state level. Each block was expected to be assigned to a facilitating NGO to assist the SHGs and VDCs with capacity-building, micro-planning and supervision. The Programme was to provide flexibility in the delivery of technical support services to the communities and the NGOs were expected to recruit their own technical staff or to enter into partnership with the line departments or other service providers, or, as the last option, assigning implementation responsibility to other government/private organisations. The Appraisal report proposed that: VDCs would preferably be established at the natural village (palli sabha) level but the Programme would retain the flexibility to work at the watershed level. However during Loan Negotiations IFAD agreed that the VDC would operate at the micro-watershed level and function in a similar manner as a Watershed Management Committee (WMC). 
IV.
ASSESSMENT OF PROGRAMME DESIGN

19. The design of OTELP is complex and the programme was expected to be implemented in a very difficult social, physical, economic, political and administrative environment.  The start-up of any programme or project is difficult but those difficulties are magnified when international loan funds are involved and they are increased even more when more than one international donor is involved
. In addition, dealing with the development of very poor tribal communities, of itself, presents major challenges due to cultural and linguistic differences and the physical remoteness of their location and poor road access.
20. The assessment of the mission is that while the Programme design was appropriate in terms of trying to meet the priority needs of tribal communities it was possibly too complex for effective implementation in such remote and unsophisticated communities.  Setting of the time for the Phase I Review at only 30 months after Loan Effectiveness was also too early especially considering the fact that three donors and both central and state level administrations were involved. In the same context, the quantity of funds that were expected to be disbursed by the end of Phase II was also overly ambitious.
21. Of further concern is the fact that the design, as presented in the Appraisal Report, does not effectively present the programme in the format of the Flexible Lending Mechanism (FLM):- the text of the Appraisal Report does not identify activities to be completed in Phase I; the Log-frame presents targets for the fourth year of the programme whereas the Loan Agreement provides for a three year implementation period for Phase I; cost tables in the Appraisal Report do not reflect the phasing in of the Loan Agreement; and, it is very difficult to identify the total funds available for Phase I.  In addition the Appraisal report identifies a number of separate “funds” to be established under the Programme, and while these are also mentioned in the text of the Loan Agreement in several instances, it is difficult to relate the specific fund to the Loan Categories presented in the Loan Agreement.  All these factors further complicate initial Programme implementation.  Knowing that the Programme was going to be implemented under the FLM, the very least that IFAD should have done was to specifically define what was expected to be completed prior to the Phase I Review.   
22. While OTELP was approved by IFAD’s Executive Board in April 2002 and the Loan became Effective in July 2003, the Implementation Edition of the Appraisal Report was only finalized in August 2004.  In spite of this major delay, the Implementation Edition still fails to capture a major change in implementation modality for the Forest Management component that IFAD agreed to during Loan Negotiations and recorded in Minutes of Loan Negotiations.
23. These criticisms of the Programme design essentially relate to the difficulties created for Phase I implementation.  While there is little doubt that they have had an impact on both the quantity and the quality of implementation to date, by the end of Phase I, most of these problems were recognized and have either been addressed or are at least in the process of being addressed.  By now the PSU has established a platform from which effective implementation can now proceed in Phase II.  The Mission therefore believes that fundamentals of the Programme design presented in the Appraisal Report should be retained in Phase II but the scope of Phase II should be reduced to a more manageable size.  In particular there is a need for a period of consolidation and capacity building at all levels prior to the launching of the Programme in new Districts.            
V.
REVIEW OF PROGRAMME PERFORMANCE

A.
Summary of Programme Implementation Performance
24. The programme was designed to provide a flexible, process-oriented and demand-driven approach whereby communities would determine priority activities through a participatory planning process. Hence the number and types of investment described in the Appraisal Report were only indicative and were not to be considered a blueprint. The Programme was designed to focus on “tribal empowerment” and “livelihoods” and the Appraisal Report explained the processes for capacity building in these areas in great detail.  However, in implementation Phase I has really focused on “watershed development” and the Programme has adopted the Ministry of Rural Development (MoRD) operational and costing guidelines.  These guidelines have imparted a rather rigid and prescriptive approach to implementation that has not been very “process-oriented”, “demand driven” or particularly “empowering” for the targeted communities.  Lack of any appropriate orientation at the time of the Programme’s commencement and inadequate early supervision meant that in the 21 months following Loan Effectiveness, the Programme Management had virtually no guidance on the Programmes approach and methodology.  In the first two years of implementation OTELP was quite successful in organizing the basic watershed management activities, selecting FNGOs as implementing agencies, setting up VDC which essentially acted as Watershed Management Committees and starting the planning process for watershed development.  In that process very little of the “capacity building” that was proposed at Appraisal was carried out.  It was only during the first full supervision Mission at the end of April 2005 that any corrective action was taken to re-orient the Programme towards meeting its original design objectives. This process of reorientation became an imperative as the designated date for the Phase I Review drew closer and in the first half of 2006 two Joint Reviews were carried out at an interval of only two months. These Missions set definite targets on actions that need to be taken to bring OTELP back to its capacity building and empowerment orientation.

25. Despite its extremely problematic commencement and early implementation, OTELP was able to gain some achievements.  Initially it established itself as a standard watershed management project:- it was very effective in selecting a Programme area  that met the original Programme design objectives; it was very successful in recruiting a good group of NGOs to be the implementing agencies; and it was successful in establishing an effective working relationship between the FNGOs and the Government’s ITDAs.  While all these activities may not have had the orientation that IFAD wanted, the progress the PSU has made in the past 8 months in understanding IFAD’s approach and reorienting the Programme towards meeting its objectives is encouraging.

26. In the opinion of the Mission, considering the early implementation difficulties for which all parties must share the responsibility, the overall implementation of Phase I of the Programme assessed as being Satisfactory.                  
B.
Performance in Implementing Programme Components
27. Programme design included the following components:

· Capacity Building for Empowerment
· Livelihood Enhancement
· Support for Policy Initiatives
· Development Initiatives Fund
· Programme Management
· Food Handling
28. The following sections compare the Phase I implementation targets for each component with what has actually been achieve by the Programme to date.  They provide the Mission’s assessment of both the quantitative and the qualitative aspects of implementation performance and the Mission’s recommendations on ways to improve implementation in Phase II.  

Capacity Building for Empowerment (Expected expenditure in Phase I USD 1.231 million)
29. The main objectives of this component are to: (i) establish mechanisms for community-level decision-making to ensure community ownership and improve the sustainability of development initiatives; (ii) strengthen the capacity of communities to initiate and management of their own development; and (iii) strengthen the capacity of the government and non government agencies, assisting the communities in their development efforts.

Capacity Building of Communities: (Expected expenditure in Phase I USD 251,000)
30. At Appraisal the sub-component was expected to build the capacity of communities and focus on: (i) awareness raising on tribal rights, gender and equity issues, improved NRM, development planning, etc; (ii) communities identifying opportunities, establishing priorities and formulating their own development proposals for actions at household and community level, as; (iii) developing the management capacity of community-based institutions; and (iv) training Village Volunteers (VVs) as resource persons to support development activities.  By the end of Phase I it was expected that OTELP would be working in 88 micro-watersheds and be engaged with 264 natural villages involving a total of 18,400 households.  It was proposed that 264 Village Development Associations (VDAs) and 264 VDCs would be established as the main vehicle for Programme implementation. VDCs would oversee the development activities and manage the funds obtained through the Programme. Within each natural village it was expected that on average two large and one small Self Help Groups (SHG) would be established as the basic planning and implementation units for specific activities and for establishing savings and credit operations. During Phase I it was expected that a total of 792 SHGs would enter the Programme
.  
31. Facilitating NGOs (FNGOs) were to work with ITDA staff and take responsibility for mobilizing the population and the development and training of VDC, SHGs and other community groups. In Phase I this was expected to involve a very comprehensive programme of training and capacity building that covered the following topics:- gender sensitization; leadership; infrastructure maintenance; Panchayat Raj institution building; tribal rights; communications and evaluation; group dynamics; grassroots management training; accounts keeping; and, other capacity building training. Specific training was to be provided to the VDC members.  In addition provision was made for technical training of beneficiaries covering:- micro-planning; farmer/agricultural training; NTFP collection; cultivation and processing; forest management, silviculture, growth/yield measurement; local ecology/agro-forestry; O&M of agricultural pumps; and, the training of Master Trainers for Land and Water Management and of Livestock Link Workers. These training programmes were to be supplemented by exchange visits and study tours. VVs would be given technical skills. Other training to be provided on a needs/interest basis included: health; nutrition; functional literacy; environmental awareness, entrepreneurship, etc.  It was expected that 5,632 village level group trainings sessions and 528 VDC group-management trainings would be conducted during Phase I.
32. By the third year of Programme’s operation it was expected that the FNGOs would have recruited a total of 180 Village Animators (VAs) to work with locally posted government staff (e.g. anganwadi workers) and assist their communities to prepare micro-planning and implement OTELP programmes.
33. Results achieved.  To date OTELP has commenced operations in 136 micro-watersheds involving 396 natural villages (Appraisal estimate - 88 watersheds and 264 villages).  It is currently covering more than 23,000 households compared to the Phase I target of 18,400 households.  Of the total population of 78,371 in the selected Programme watersheds, 84% are from Schedules Tribes and 10% are from Scheduled Castes. Of the total population in the Programme area, 21% are classified as being landless. To date 136 VDCs have been formed and 120 VDCs have been formally registered and have opened bank accounts (Appraisal estimate – 264 VDCs)
.  The membership of these VDCs is composed of 97% of Scheduled Tribes and Schedule Castes - 41% are women and, 19% are landless people.  Thus in selecting watersheds and communities to participate in OTELP, the Programme Authorities have been very effective in targeting severely disadvantaged tribal communities.
34.  In terms of the training that has been provided to participants at village/watershed level to date, the PSU records indicate that a total of 1,465 courses/programmes have been conducted and a total of 39,907 people have participated in those courses. Of the participants 19,908 (50%) were women and 36,284 (90%) were members of scheduled tribes. The detailed statistics of the training programmes provided are presented in Annex 1 – Capacity Building for Community Empowerment and the training programmes are further discussed in Annex 2 – Empowerment, Gender, Equity and Social Inclusion.
35. OTELP is currently working with 1,024 SHGs, of which 382 were newly established under OTELP and 642 SHGs were pre-existing groups that entered the Programme (Appraisal estimate – 792 SHGs).  These SHGs have a total of 11,785 members but their total savings currently amount to only Rs 782,000 or an average of only Rs 66 per member.  More than 82% of the SHGs and 100% of the VDCs are meeting on a regular basis. Taking into account the fact that the FNGOs have only been operating in the field for between 11 and 20 months, the coverage so far achieved in terms of the watersheds and villages engaged is impressive, especially considering the remoteness of the communities and the communication difficulties.  However, to date, the depth of engagement with the communities and the scope and intensity of the capacity building programmes have not been at the level that was envisaged at Appraisal.  As a result the SHGs are generally not performing well. Table 1 below summarizes the formation and performance of SHGs to date.
	Table 1: Assessment of all SHGs Established Under OTELP

	1
	2
	3
	4
	5
	6
	7
	8
	9
	10
	11
	12


	ITDA
	SHGs Newly formed
	Pre-Existing SHGs
	Total SHGs
	Total Membership
	Average Membership
	SHGs Conducting Regular Meetings
	% conducting regular meetings
	Total Savings 

INR
	Savings Per SHG = 9/4 – INR
	Per capita savings = 9/5 – INR
	Per capita savings per month (Rs)

	Koraput
	175
	286
	461
	5,449 
	12
	434
	94%
	361,483 
	784
	66
	5

	Th. Rampur
	76
	187
	263
	3,528 
	13
	128 
	49%
	151,182 
	575 
	43
	4

	Baliguda
	39
	37
	76
	847 
	11
	72
	95%
	219,588
	2,889
	259
	22

	Paralakhemundi
	92
	132
	224
	1,961 
	9
	209
	93%
	50,400 
	225
	26
	2.

	Total
	382
	642
	1024
	11,785 
	12
	843
	82%
	782,653 
	764 
	66
	5


Source: PSU – M&E.       
36. The Sub-Component has been implemented within the framework of the Ministry of Rural Development (MoRD) Guidelines for watershed management and not in the manner proposed in the Appraisal Report
.  The MoRD guidelines focus on “watershed treatments” rather than capacity building and community empowerment, hence comparing the achievements of OTELP against the Appraisal targets is not straightforward. Under the MoRD Guidelines, the FNGOs and community based organisations like SHGs and VDCs are treated as contractual implementers of the programme and in practice, FNGO staffing has been inadequate for the vast physical areas to be covered and intensity of activities in capacity building proposed at Appraisal. In addition the staff, that the FNGOs were required to recruit under their contracts, were not really appropriate for carrying out the type of training envisaged at Appraisal. The approach taken to date has emphasised technical skills for watershed management activities, rather than community mobilisation and capacity building for grassroots institutions. The Programme has been reasonably successful in delivering technical training programmes and to date more than 4,000 people have participated in 126 courses for agriculture and horticulture and more than 300 people have received livestock training. However, the fundamental problem in applying the MoRD guidelines has been that the funding of the Capacity Building for the Empowerment Component has been inadequate to address the non-technical aspects of the Programme and strengthen community organizations in order to achieve the community empowerment objective set out in the Appraisal Report. 
37. To date OTELP has not really established a strategy for capacity building and community empowerment and this is essential if these objectives are going to be met.  Similarly no targets for capacity building are being set and the M&E system is not capturing data on the results being achieved in this key area
. The range of topics covered by the current training programmes is also inadequate to meet programme goals - so far, emphasis is on ‘sensitisation’ and not management and capacity building of SHGs, VDCs/VDAs, and User-Groups, etc.  While VDCs/VDAs have received more training than SHGs (557 programmes for VDCs compared to 487 for SHGs) the amount of training provided needs to be greatly expanded and the quality of the training needs to be significantly improved.  Insufficient attention has been given to strengthening group organization and management before trying to address complex technical tasks such as Village Development and Livelihoods Plans (VDLPs)
. VDCs and SHGs have not received sufficient training or supervision on accounting or reporting and as a result many groups do not have adequate financial records or reporting procedures.  To a large extent these problems result from the decision to adopt the MoRD approach to watershed development and have the FNGOs recruit “Watershed Development Teams” (WDTs) that are essentially composed of ‘technical specialists’ – not persons with skills or experience in building community organizations and establishing and supervising their financial management and reporting systems. While the Appraisal report projected that Phase I would concentrate on ‘capacity building’ of institutions at village level and would have provided over 5,000 group training sessions on a very wide range of subjects, to date, it would appear that only about 850 trainings in Community Empowerment and Management have taken place and about 600 trainings on ‘skills development’ have actually been completed. Of the Community Empowerment and Management training provided, about 50% was simply used to explain the concept and content of OTELP.

38. The Mission’s field investigations suggest that FNGOs have not spent sufficient time promoting SHGs due to the pressure to spend money on physical works, and in the last six months excessive time spent on ad hoc information gathering for the PSU to respond to the needs of government and donors. The WDT Community Development in FNGOs were recruited but they are often too young, inexperienced in organisation building and overloaded with administrative work. In general the Village Volunteers were not sufficiently trained and most lacked the skills necessary to have any real impact.   In 2006, OTELP hired Community Mobilisers in order to promote SHGs and VDCs, they also have not received sufficient training and the PSU has unrealistic expectations of what they can achieve. While all staff received ‘sensitisation’ before being deployed, none of the many programmes provided have actually been designed to build training skills or improve their capacity to effectively promote and supervise SHGs.
39. As a result of this reduced emphasis on capacity building, even the better functioning and pre-existing SHGs (up to 4 years old) are not really performing to their full potential.  The quality of financial intermediation (saving, lending from own funds) also appears to be poor.  There is a danger that with the increasing pressure on the PSU to disburse funds excessive quantities of money will be provided to SHGs and this will undermine any attempts to establish a sustainable saving and credit system.
40. Analysis of results achieved   Perhaps the least satisfactory aspect of OTELP’s implementation performance to date has been the Capacity Building of Communities Sub-component.  In the initial years of programme implementation, the PSU does not appear to have recognized or acknowledged the conceptual difference between OTELP and the Government’s basic “watershed development programmes” being implemented under the MoRD Guidelines
. Following the initial delays in Programme start-up, it appears that ‘short-cuts’ were taken to complete planning and start physical work on watershed development in order to show some results in terms of financial disbursements
. The idea of not commencing any village planning before completing at least 1 year of capacity building appears to have been abandoned.  The net result of this approach has been that, while OTELP has covered more watersheds, more villages and more plans (commenced or completed) than was expected in Phase I, the capacity of the communities involved with these activities has not yet been raised sufficiently to ensure the sustainability of many of the interventions being promoted.  Most importantly, in the rush to disburse funds, a basic condition for accessing the Loan funds - the formation of the Social and Financial Audit Sub-committee – in the concerned VDCs, has not been met (Loan Agreement Schedule 2 Para. 4, Conditions Precedent to Withdrawal.). In addition, important issues such as land rationalization were not addressed before the village planning exercises were commenced.
41. The 2005 Supervision Mission did highlight the need for greater emphasis on training and capacity building but this recommendation does not seem to have been taken-up by the PSU. Unfortunately, the 2005 Supervision Report was very much delayed in transmission to the PSU and the next Supervision Mission proposed for November/December 2005 did not eventuate, so no follow-up action was taken by UNOPS on this matter. Regarding the disbursement condition in the Loan Agreement, the 2005 Supervision Mission did predict that disbursements were likely to be lower than the PSU was projecting but it omitted any reference to the disbursement conditions contained in the Loan Agreement and the need for the Social and Financial Audit Sub-Committees to be formed in VDCs before disbursing funds.  It would also appear that UNOPS made no attempt to verify compliance with this provision before recommending that IFAD disburse funds against the Loan Category concerned. This is quite a serious omission on their part.
42. Assessment of Results Achieved. Based on the foregoing analysis, the Mission can only rate the performance of the Capacity Building of Communities Sub-component to date as Less than Satisfactory. 
43. Recommendations for Phase II  
· OTELP must revert to the core strategies as drawn up in the Appraisal Report in order to achieve its community level capacity building and empowerment objectives.
· SHGs, VDAs and Users’ Groups must be the initial focus of OTELP and they must be given the capacity to function as autonomous organisations designed to outlive OTELP.  The capacity building at CBO levels should emphasise aspects of management of organisations (group processes, financial, projects) as a critical foundation for absorbing and applying technical training on watersheds and livelihoods
· An overall training strategy must be developed using technical support provided by a specialized agency and non-negotiable packages of training for each key community group and support institution must be established. This should aim to ensure consistency and effectiveness of capacity building based on systematic application of standardized training modules specifically designed to meet the learning needs of each group. In the case of village level capacity building, provision must be made to deliver training in the local language and a pool of local trainers must be established. 
· The training strategy must include an effective system to monitor the training implemented and provide feedback to Programme Management on the effectiveness of the training provided.  A system of internal review and adjustment of training content must be put in place. M&E formats need to be established for determining:- (a) the status of and effectiveness of SHGs, VDC, and VSSs and (b) the capacity building inputs being provided to various stakeholders – with all data disaggregated by gender, caste, ethnicity and with costs incurred per programme.  Local language versions of M&E formats are also needed to enable self-monitoring by CBOs
· Simple monitoring systems should be established at the FNGO level to continuously monitor the health of the SHGs and VDAs and VDCs. 
· The staffing pattern and remuneration of FNGOs need to be enhanced to reflect the intensity of their required involvement and the difficult terrain in which OTELP operates.  FNGOs need more staff with skills and experience in community mobilisation and adequate training from OTELP.  The existing budget norms for capacity building and training must be reviewed and adjusted.
· The role of the RNGO PRADAN needs to be strengthened and their work needs to be systematically integrated into the operations of all FNGOs.  The role of savings and credit as a mechanism for SHGs’ cohesion and the development of management skills must receive far greater emphasis in the capacity building programme during Phase II.  The linkages between the Rural Financial Services Component and the Capacity Building Component must also be strengthened and outputs coordinated in Phase II. Much greater effort is needed in organizing group savings as the foundations for all lending and credit activities.   In Phase II PRADAN’s contract and TOR should be recast to provide technical back-up, overall supervision, and training of trainers (ToT) support to all districts on a continuous basis.
· The PSU should be strengthened to include a person well versed with community development and participatory training – either on a full time basis or as a mentor. While PRADAN has been contracted as an RNGO for strengthening the SHG component, without a larger system in place, the RNGO’s inputs are unlikely to be used effectively by support agencies.

· In Phase II, physical activities of OTELP must only be implemented after SHGs and VDAs have stabilised as organisations and have the appropriate accounting systems in place with members that can operate them proficiently.
· These measures should be fully operational in the Phase I Districts and Blocks prior to taking up additional areas in Phase II.
Capacity Building of Support Agencies (Expected expenditure in Phase I USD 96,000) 
44. At Appraisal it was expected that the skills both of Government and NGO staff would be upgraded to enable them to work effectively with the communities and ensure a genuinely participatory and demand-driven approach to Programme implementation. Training was to focus on participatory processes and technical skills related to natural resource management and to include exposure visits to other government and NGO projects. Gender sensitisation was to be an integral part of all training courses. A “Training Needs and Strengths Assessment” (TNSA) was to be conducted and training on conflict management was to be provided to all programme partners. 
45. The training programmes for village level workers during Phase I were expected to involve 352 persons (NGO animators, Coordinators, Anganwadi and other workers) in 14 days of training for SHG development and 7 days of training for participatory processes and micro-planning. A total of 132 Village Animators were expected to receive a 7 day training programme on SHG Management and Bookkeeping and a 7 day training programme on VDC Management and Bookkeeping. FNGOs were expected to receive 15 days of group training on “Grassroots Management”, 7 days of training on Micro-Planning and MIS training.  Each NGO was also expected to participate in a 3 week training exercise on Conflict Management.  ITDA staff from each Programme District were expected to undergo a 15 day ToT programme – 2 persons per district for: - Community Mobilization; Micro-planning; and, Grassroots Management.  
46. Training programmes on Land and Water Management were expected to provide 1 month of training on Watershed Technology to 2 Field Supervisors per NGO and 1 month of training on Land and Water management engineering for one person from the line department in each district and two NGO personnel per block.  In addition a total of 300 Forestry Staff were expected to undergo a 3 day “Sensitization” programme and follow-up training to gain an understanding of OTELP’s approach to forestry.

47. Agricultural training was expected to involve two day trainings conducted at block level by subject matter specialists and covering 9 staff per block – 90 such training sessions and 106 follow-up sessions were expected to be conducted during Phase I.   Livestock Inspectors were expected to receive 7 day of initial training and 3 days of follow-up training on Livestock and Aquaculture.
48. In addition to these specific training programmes provision was made for a total of 8 person-months of TA covering: TNASA; preparation of guidelines for VDC accounts; grassroots management; and, micro-finance.  Provision was also made for conducting 36 workshops on various related topics and sending a total of 108 persons on study tours (36 persons outside the State and 72 persons within the State).
49. It is clear from the above description that the capacity building proposed at Appraisal for OTELP’s Support Agencies was comprehensive and designed to be very intensive in Phase I.  The Programme has been presented here in some detail because, in reading the main text of the Appraisal Report and not referring to the details presented in the Annexes it is easy to miss the importance that the Programme Design places on establishing within the ITDA and the FNGOs, the necessary capacity to deliver more than just a watershed development programme. OTELP is not just a watershed development programme!                
50. Results achieved.  In a similar manner to the Capacity Building for Communities Sub-component, the Capacity Building for Support Agencies has also been far less intensive than was proposed at Appraisal. This is not to say that some significant work has not been done.  The number of training provided in forestry, forest resources management and nursery development at village level -110 one-day trainings on each subject - is about what was proposed at Appraisal.  However, training for watershed management at village, WDT and district level was very much less than proposed at Appraisal.  While 61 trainings were provided to User Groups, only 4 trainings were provided for the Village Volunteers (VVs) engaged in watershed management – at Appraisal 144 sessions were expected to be provided.  No training has been organised for engineers; only 8 trainings were organised for WDTs, SMS and FNGOs. However, on the positive side, 16 exposure visits were organized within Orissa (only 6 proposed at Appraisal) and a significant effort has been made to build up the capacity of personnel in the PSU/ ITDA.
51. Analysis of Results Achieved.  The problem seems to be that everyone has lost sight of OTELP’s empowerment objectives.  This is because from the start of implementation OTELP was positioned as a watershed development programme and the allocation of resources has been governed by the MoRD Guidelines.  The resources provided to FNGOs have not been sufficient to cover the broader capacity building objectives of OTELP.  Insufficient recognition has been given to the backwardness of the Programme area particularly in relation to the lack of: roads; telephone and email connectivity; and electrical supply.  Major health problems are also being experienced with diseases such as Malaria which is endemic and very severe.  FNGO are required to recruit a four-member Watershed Development Team (WDT) but their contracts only allow for the payment of a salary of Rs.5,000/- plus a travel allowance of Rs.750/- per month. This is insufficient to retain staff under the prevailing very poor living conditions and as a result WDT staff turnover has been high. Loosing trained staff is very disruptive to the capacity building programme.  Unless FNGOs are provided with the financial capacity to pay the WDTs sufficient salary to reduce staff turnover, there is little chance of delivering an effective capacity building programme to the communities.

52. The other problem with the capacity building exercise at Support Agency level is the fact that the expertise of the staff recruited for the WDT is generally in technical aspects of watershed development rather than community empowerment. There is a need for FNGOs to recruit additional personnel to more specifically address issues such as group formation, community empowerment, and micro-finance.   

53. FNGOs also have serious difficulty in travelling to the Programme watersheds and villages. Most lack the financial resources to provide permanent transport facilities, such as motorcycles, to each member of their WDT. This severely limits the amount of field work that can be accomplished. There is a need to make adequate provision for transport in FNGOs’ contracts and demand that each WDT member be provided with a motorcycle.       
54. On an average, each WDT looks after eleven micro watersheds and covers 33 villages.  They are responsible for mobilising the community, facilitating the formation of the Village Development Committees (VDCs), carrying out a baseline survey, instituting a PRA in each village and preparing the Village Development and Livelihood Plan (VDLP) in each micro-watershed.  They have been under considerable pressure to deliver VDLPs so that watershed development activities can start at an early stage and increase Programme disbursements. It is little wonder that the capacity building exercise has not been their first priority though each FNGO appears to have achieved some quite good results – generally in their own area of specialization – e.g. land reform; or horticulture. To date OTELP has not done much to improve the capacity of the FNGOs to deliver a high quality, Programme specific, standardized development package.

55. Assessment of results achieved.  The implementation performance of the Capacity Building for Support Agencies Subcomponent is assessed as being Less than Satisfactory.   
56. Recommendations for Phase II 
· Community empowerment is the major concern of OTELP and there is a need to focus on this over-riding objective.  Within three months the PSU should conduct a Workshop, involving all OTELP’s Stakeholders, in order to map out the approach to achieving this objective.  The Workshop should reach a consensus on the roles and responsibilities of each stakeholder and develop a strategy for ensuring each has the capacity to meet its responsibilities under the Programme.
· Capacity building of the Support Agencies is an essential ingredient for the delivery of an effective capacity building programme to VDCs, SHGs and other CBOs at village level.  The PSU must carry out a TNSA exercise with the assistance of trained professionals and formulate a capacity building strategy to meet the needs of all the Support Agencies involved in Programme implementation
. Focussed training modules must be developed to meet the specific needs of the staff of each support agency – PSU, ITDA and FNGO. The TNSA should be completed by January 2007 and training modules should be in place for the commencement of Phase II
· The FNGOs are the organisational units that are charged with the responsibility of empowering the communities through training and capacity building – the PSU must ensure that they have both the mandate and the necessary resources to fulfil this key role under OTELP.  The funding needs and contractual arrangements with FNGOs must be reviewed prior to commencing Phase II in order to ensure they are adequate.

· FNGOs need to be strengthened to ensure delivery of a livelihoods and empowerment programme.  Additional specialist staff should be recruited to FNGO field teams:- a Livestock Specialist, a Gender Specialist; a Micro-enterprise Specialist; a financial person/accountant and a Field Coordinator.  TA should be provided in order to continually upgrade FNGO’s operational capacity.  By December 2006 the FNGO contract should be amended to reflect these changes and the additional staff should be in place by March 2007.  

· Salary structures of the PSU, the ITDAs, and the FNGOs should be reviewed with a view to increasing remuneration and/or providing allowances and other facilities in order to hold key personnel. The review should be completed within 6 months and any changes should be in time for the commencement of Phase II.
57. Livelihood Enhancement (Expected expenditure in Phase I USD 4.119 million)

58. The component consists of three subcomponents: (i) land and water management; (ii) participatory forest management; (iii) production systems enhancement; and, (iv) community infrastructure.

59. Land and Water Management (Expected expenditure in Phase I USD 3.354 million)
At Appraisal the Programme was expected to finance watershed development works selected by the communities under the guidance of technical experts. The amount of finance provided was to be flexible to accommodate varying topography and other factors. However, the indicative average cost for physical watershed works was Rs 4,150 per ha with an additional Rs 2,670/ha to be provided if small scale irrigation was involved. The Programme was expected to adopt a holistic approach, with both engineering and agricultural expertise assisting the community in planning. The aim was to increase productivity and income of the farmers and the landless.  Beneficiaries were to provide a minimum voluntary labour contribution of 20% for works on private land and 15% for works on community land. Payment of the remaining labour would be partly through WFP food rations and partly in cash.  A maintenance fund was to be established and the community was to take full responsibility for the maintenance of the facilities developed. Master Trainers (MTs) were to be selected by the community and trained to guide them in implementing the works. 

60. Watershed activity should not have commenced before:- land alienation cases had been investigated and the land restoration process had commenced; and, the survey of the hill slopes and the issue of permanent dongar  pattas was under way.

61. In each watershed preparation and planning was expected to take two years and the watershed development works would only be completed at the end of the fourth year.  However, some work could commence in the second year.   Agricultural activities were expected to commence in year 2 in the lowland areas and year 4 in the upland and podu areas.
  The Appraisal Report indicates that by PY 3 only 48 watersheds, covering a total area of 31,200 ha, would be under active development
.
62. FNGOs were to be the key facilitating agencies.  It was expected that 10 would be selected in Phase I and each was expected to provide a Watershed Development Team (WDT) comprising a fulltime Programme Officer/Community Development (SHGs/microfinance); a Soil Conservation Officer; Irrigation Engineer; and an Accountant. Depending on the specific needs, part-time consultants were to be engaged for agriculture, horticulture, forestry, legal affairs and marketing
.  In addition to providing the WDT, the FNGO was expected to recruit Cluster Coordinators and Village Animators – preferably from within the village communities. It was envisaged that there would be one FNGO per Block supporting 12 micro watersheds, including approximately 36 villages.
63. Clarification after Appraisal   While the Appraisal Report uses the natural village as the main focus for development and as the site for the VDC/VDA, at Loan Negotiations the Government side suggested Watershed Development Committees (WDCs) be used instead of VDCs, and WDCs should cover the 2 to 4 natural villages within the watershed. IFAD rejected this proposal stating that in the watersheds where there were more than village it is essential that communities be mobilized initially to ensure that the participatory process begins at the village level for developing the watersheds and maintaining them.(minute of Loan Negotiation Para. 10). In spite of this clarification, the location and function of the VDC has continued to cause confusion during the implementation of Phase I.       
64. Specific requirements under the Loan Agreement.  No disbursements are to be made under the Land and Water Management Fund, Participatory Forest Management Fund or the Community Infrastructure Fund
 until the VDC has been properly constituted and its Social and Financial Audit Sub-Committee has been established and a MoU has been signed with the ITDA.
65. Results achieved.  To date a total of 136 micro-watersheds have been selected, involving 396 natural villages.  They cover an area of 62,861 ha for watershed treatment and a further 30,000 ha of forest.  Therefore, in terms of the number of watersheds and villages included and the area to be treated, OTELP is substantially exceeding the targets set for Phase I at Appraisal.  The PSU has effectively applied detailed criteria for identifying micro-watersheds and this has resulted in the selection of villages that, in all cases, contain an overwhelming majority of ST and SC households. The Programme has therefore been very successful in reaching out to poor and vulnerable communities and has essentially fulfilled its initial targeting objectives.
66. Twelve FNGOs have been selected and have been operational in the 10 Programme blocks for between 11 and 20 months.  To date 120 VDCs have been established, registered and work on registering the remaining 16 VDCs is expected to be completed within the next 3 months. VDC have been formed at watershed level, rather than at village level as proposed at Appraisal, however, the VDC does have representatives from each of the 2 to 4 villages covered by the watershed
.  Baseline surveys have been completed in 357 of the 396 Programme villages and Village Development and livelihood Plans (VDLPs) have so far been prepared for 79 of the 136 watersheds and 70 of these have been approved.  Currently VDLPs are under preparation for the remaining watersheds.   VDLPs are very elaborate documents that are presented in English. They take between 4 and 7 months to complete and are prepared following the collection of baseline data and the implementation of a Participatory Rural Appraisal (PRA) process
.  Contrary to the proposals in the Appraisal Report and the provisions of the Loan Agreement
, VDLPs are not being prepared at the level of natural village but on a watershed basis involving the 2 to 4 villages that are included in each watershed.  
67. Development activities have already commenced in a number of watersheds and the following structures have so far been completed: contour bunding  covering 661 ha; 4.5 km of stone bunding; 546 gully plugs; 0.593 km of stone terracing; 0.99 km of mechanical filter strips;  3 surplucing structures; 9.35 km of field channels; 4 percolation tanks; 0.415 km of guard walls; 33 new farm ponds; 6 farm ponds renovated; 9 water harvesting structures; 14 check dams; 1 river lift; 1 stream bank stabilised; and, 12 gravity flow structures developed.  In addition 1,477 ha of orchards and 275 ha of forest species have been planted as vegetative erosion control measures. The horticultural species used included: mango, jackfruit, pineapple, guava, amla, sapota, pomegranate, tamarind, banana, lemon and oranges, papaya, cashew, coconut and drumstick. Crop demonstrations have been established on 166 ha and farmers have been supported to establish 11 ha of spices, 3 ha of fodder trees and a total of 194 ha vegetables. 
68. To date the Programme’s watershed activities have created a total of 529,644 person days of paid employment and of this, 258,923 days were provided by women.  The Programme has ensured that no contractors have been hired and equal wages have been given to men and women.  This has generated a substantial amount of family income – particularly for the landless households that are, in most cases, being given priority in the allocation of paid employment. See Annex 3 - Land and Water Management for details of the progress made in the implementation of the Sub-component. 
69. While it is apparent that, in implementation of the Sub-component to date, “land issues” have not been effectively addressed prior to preparing the VDLPs and commencing watershed treatments, the PSU has achieved recently a significant breakthrough with the decision to place Revenue Survey teams at each Programme ITDA  to address the issue of land with slopes of 10°-30°.  If these units do their work properly it will have a substantial impact on addressing land problems during Phase II. It should also be noted that some FNGOs such as RASS have been particularly active in addressing land issues in the blocks for which they are responsible.  In addition the work of RNGO Vasundhara in developing guidelines for addressing land issues is also an excellent initiative that should provide a basis for addressing the problems in the future.      
70. Analysis of results achieved   The results to date in terms of the number of watersheds, villages and households covered are very impressive. In a short time, many VDLPs have been prepared and much structural work has already been completed.  The PSU and the ITDAs have really been focusing on meeting these physical targets and demonstrating progress on the ground. In these aspects the Programme is now possibly ahead of the schedule that was set at Appraisal, having commenced work in more watersheds and engaged with a greater number of villages than was expected. This is a significant achievement, especially when the delays in early implementation are taken into consideration. The Land and Water Management Sub-component is familiar territory and there are standard guidelines within which to operate (MoRD Guidelines) - these make implementation of the component relatively simple. However, there is some concern that in order to achieve these physical targets, the PSU has had to short-cut some of the preliminary capacity building work that was proposed in the Programme’s original design. Important issues such as land rationalization have not been adequately addressed to date.  These were expected to be addressed prior to engaging in the physical development of the watersheds and failure to address them now may adversely affect the sustainability of the watershed interventions and also the achievement of OTELP’s overall objectives. The more basic issue affecting the Sub-component relates to the fact that the conditions for disbursement of the Loan funds have not yet been met because the institutional development of the VDC had not reached the point where the Sub-committees on Social and Financial Audit have been formed.
71. The quality of construction work completed.  From its examination of the work undertaken to date, the Mission is of the opinion that greater attention needs to be paid to improving the quality of construction. In the case of some “chuans”, the cementing was not of a good quality and the surroundings had not been properly stabilised, this could lead to weakening and collapse of the structures. So also in the case of a weir on which Rs. 380,000 had been spent – the plastering had not been completed and a part of the wall had been washed away.  These works require better supervision in order to produce structures of high quality that people will take pride in, identify with, and be committed to maintaining. This will have a direct bearing on the sustainability of the intervention.  There is a need to keep in mind that the benefit accruing from these assets is directly proportional to the quality of their construction and the community’s perception of their appropriateness and usefulness. Again it is a question of taking time and making the effort to attend to the quality of implementation – not just the quantity. See Annex 3 - Land and Water Management for details of the quality assessment.   

72. In making these observations, the Review Mission is fully aware of the pressures the PSU has been under to use the funds and demonstrate physical progress.  It commends the achievements to date and it believes that it is not too late to adjust the Programme and return to the basic concepts outlined in the Appraisal Report.  It believes that Programme Management is now committed to taking this approach and that it has the management capacity to take the necessary corrective action.
73. Assessment of Results Achieved. Considering the constraints under which OTELP has been operating, physical achievement in implementing the Land and Water Management Sub-component is assessed as being Very Satisfactory. 

74. Recommendations for Phase II 

· It is a requirement under Schedule 2 of the Loan Agreement that the VDC forms Social and Financial Audit Sub-committee before the funds allocated for Land and Water Management activities under the Loan can be accessed.  To date this condition has not been complied with and if any further disbursements are to be made this Sub-committee must be established immediately in every VDC.
· Guidelines for the operation of the VDC Sub-Committees on Social and Financial Audit should be prepared. These should ensure that the requirements of an effective social audit are met.  VDC members and the community must be trained in their use, and the FNGOs and the ITDAs must regularly monitor and report on the Sub-Committee’s operation and output.  These procedures should be operational and all existing VDC must have a fully functional Sub-Committee on Social and Financial Audit before work commences on any new blocks or district.

· Programme design requires that before taking any action on watershed development land alienation cases will be investigated and land restoration will have started. This approach was not applied during Phase I but it must be applied during Phase II.         
· The VDC’s regular monthly meeting should be used to encourage community participation and ensure public scrutiny of the work programme and the accountability of the VDC members.   
· In accordance with the provisions of the Loan Agreement the natural village should be the unit on which Programme planning and implementation is based.  VDLPs should be prepared from the village up to the micro-watershed level.  Choices must be made at the village level and interventions should then be coordinated at the watershed level. 

· The guidelines for the preparation of VDLPs should be revised and updated.  It is essential that a uniform process be applied in all watersheds. The documentation should be simplified but should clearly articulate the community’s development priorities. Each VDLP should consist of 2 parts: (i) a brief (10 page) Summary and Overview in Oriya and (ii) a comprehensive proposal consisting of detailed plans of work and cost estimates in a format that can be accorded a one-time sanction instead of, as in the present situation, where plans and estimates have to be prepared and sanctioned every time an activity is to be undertaken. Once the new guidelines have been developed an operational manual should be prepared and all concerned should be trained in its use. The revised planning process should be prepared with the support of the NGO that is currently applying participatory planning methodology and rolled-out in time for the commencement of any work on any new blocks or districts in Phase II
. 
· For budgetary purposes, the per hectare cost for land and water conservation measures as well as water harvesting structures (small irrigation systems and ponds) should be increased to Rs. 9,479/ha (+39%). 
· Once a VDLP has been approved, summary information on works to be implemented together with cost estimates and phasing should be marked on the village map that is displayed in a public place in each of the villages in the micro watersheds.
· VDLPs should not be static documents but should be reviewed with the community every 6 months and be refined to meet their actual requirements.
· Prior to providing more funds to VDC for watershed development activities, explicit standardized rules and regulations governing the control, management, use, accounting and audit of these funds must be  prepared by the PSU and adopted by all ITDAs and VDCs. No further funds should be provided to any VDC until they have the systems in place and have received the necessary training in their application. 
· Greater attention must be given to improving the technical capacity in watershed management at all levels:- households; Village Volunteers, the WDTs and the ITDAs.  An agency or a consultant of high repute should be contracted to assist the PSU to develop an outcomes based Capacity Building Pedagogy together with all necessary training modules – including all training manuals and extension materials
.   This capacity building capability should be in place before commencing Land and Water Management activities in any new blocks or districts in Phase II.

· Labour should be hired by a sub-committee of the village or the VDC, depending upon the nature of the work being undertaken, and this body should make the payments. In developing private land with Programme funds the decisions on hiring village labour should not be with the individual land owner because they are unlikely to recruit landless labourers and may not pay a fair wage.

· If a Programme financed development activity is to exclusively benefit a particular group of people such as in the case of a new irrigations system, the required beneficiary contribution of 20% of costs should come only from the direct beneficiaries of the scheme individuals and not from those who work on the site as labourers. The 20% contribution should be settled by the direct beneficiaries in cash in advance of works starting. This advance should then be held in trust by the VDC and used to ensure that non-beneficiaries are paid in full for their labour.

· Standardized rules and regulations for the collection, management and use of Maintenance Funds must be prepared and they must be properly rolled-out to all ITDAs, FNGOs, VDCs and the communities.  In each VDC a Sub-committee should be elected to be responsible for these funds. In future, at the time of formation and registration of the VDC, separate bank accounts should be opened simultaneously for the Village Development Fund and the Community Maintenance Fund and both must be regularly monitored and audited annually. ITDAs and FNGOs must ensure that there is complete transparency in the management of these funds and that the community is kept fully informed on the use of their money.
· Community Maintenance Funds should not be used to maintain Programme structures that exclusively benefit private individuals or specific user groups within the village. Such groups themselves should collect user-fees to finance maintenance costs. The WDTs should assist the groups to define appropriate charges.

· No deductions of maintenance contributions should be made from landless labourers or indigent, elderly people and priority should be given to these groups in allocating paid employment.  Special attention should also be paid to women headed households and the elderly and a strategy (including benchmarking) be developed to mainstream this group.
· The Programme must pay greater attention to maintaining quality standards in the works financed. The mistakes made in the works already undertaken should be used as learning opportunities. At the earliest opportunity, the WDTs and the ITDAs together with the VDCs, their sub-committees and the Village Volunteers should review/inspect the works undertaken to date, and make them aware of the real price they are paying for shoddy workmanship.
· A system of peer-group review should be introduced to promote a spirit of healthy competition between the Programme micro-watersheds in a cluster and between clusters and the Programme districts in order to sustain enthusiasm and promote quality, accountability and ownership of programme works and activities.  Associated with these reviews a system of prizes and awards for excellence and innovation should be introduced. The first review of Phase I works should be undertaken prior to moving into new blocks and districts in Phase II and annual peer-group reviews should be conducted during Phase II. (See Annex 3 for details)
Participatory Forest Management   (Expected expenditure in Phase I USD 262,000).
75. At Appraisal it was proposed  that around 100 ha of notified and non-notified forest land per village (300 ha per micro-watershed) would be managed by the communities under modified Joint Forest Management arrangements with 20 ha per village to undergo forest treatment works and 80 ha to be protected by the community to allow natural regeneration. Plans would be prepared and a Participatory Forest Management Fund (PFMF) would be established to finance:- micro-plans comprising a mix of natural and artificial regeneration with NTFPs and other species selected by the community. The PFMF would finance:- seedlings, materials and up to 85% of the labour costs - partly through WFP food assistance. A minimum of 15% of the labour would be a voluntary contribution to Participatory Forest Management (PFM) The Programme would fund the establishment and training of committees, formation of micro-plans and demarcation of village forest areas. It would also support community nurseries to provide seedlings and priority would be given to landless and disadvantaged groups (women, head-loaders) whose access to the forests would be reduced by the necessary closure of the treated forests. Action research and studies would be funded to fill critical gaps in the knowledge of management of forests for multiple-product production and in the regeneration of NTFPs. Provision is made for the recruitment of local consultants to provide guidance on forest management and training to the support agencies. The Programme would also promote fuel efficient stoves and the development of iron ploughs.  SHG would be trained to harvest and process NTFPs to add to their value. One SHG per Gram panchayat will be assisted to establish a processing facilities for NTFPs and training would be provided in entrepreneurship, management and accounting. It was expected that by the end of Phase I, 1,296 sets of guide books on Participatory Forest Management and information material on NTFP processing and pricing should have been distributed.  A total of 144 villages in 46 micro-watersheds were expected to have prepared forestry micro-plans, 22 Group Nurseries were expected to be developed and 2,540 improved cooking stoves were expected to be in use. Technical assistance was to be provided for seed certification, PFM management and training and studies were proposed on: PFM; NTFP productivity, demand and supply; multi-product management; and NTFP regeneration research. Total disbursements under the Investment Fund was only expected to be Rs 6.7 million (USD 142,000)  
76. Changes after Appraisal.  While the AR describes Participatory Forest Management (PFM), at Loan Negotiations it was agreed that the Joint Forest Management (JFM) approach would provide the legal and administrative framework for forestry management and the Programme would adopt this approach. (Recorded in the Minutes of Loan Negotiations - paragraph 9).
77. Requirements under the Loan Agreement. Each VDC is required to form a Participatory Forest Management Sub-committee or if a VSS exists it should sign a MOU with the VDC. (Schedule 3 paragraph 11.2).   
78. Results achieved in Phase I.  During the Loan Negotiations, the GoI indicated that the Programme had to comply with the JFM approach so to date the Programme has been using or forming VSS as the vehicle for implementation at village level.  It is working through the Forest Department (FD) and Forest Officers are assisting the communities and the FNGOs to prepare Forest Micro-Plans at the micro-watershed level. To date a total of 144 VSS have been formed, 17 micro plans prepared and 12 have been approved. A total of over 30,000 ha of forest land associated with the Programme villages are included in the planning process and to date 21,101 ha have been proposed for treatment.   To date 81 Nurseries have been developed by SHGs, more than 320,000 tree seedlings have been distributed
 and 275 ha have already been planted to forest species.  Some work has commenced on the natural and artificial regeneration of NTFPs and to date about 200 ha have been planted to bamboo and other NTFPs.  Regarding the use of fuel efficient stoves, a group of 25 women beneficiaries have recently visited the Regional Research Laboratory, Bhubaneswar where the stoves were designed in order to see demonstrations of the stoves in use and the PSU has purchased the production rights for the stoves.  It is expected that the stoves will be distributed in the Programme areas shortly.  See Annex 4 – Participatory Forest Management - for details of the results achieved in Phase I and proposals for Phase II. 
79. While training modules and materials proposed at Appraisal have not yet been developed, the Programme has organised most of training programmes that were recommended for forestry, forest resources management and nursery development (110 trainings of 1 day each as against 83 recommended of 2 days each, recommended at Appraisal).  In addition one “exposure visit” of WDT members and ITDA staff has been undertaken to Hyderabad
.  To date the TA proposed at Appraisal has not been used but the Forest Department has been assisting and their staff have been seconded to the ITDAs from the District Forest Department.  The PD acknowledges that it is necessary and it will be used shortly to develop training manuals on various aspects of forest protection and management.
80. In regard to the PFM approach, it does appear that the GoO is rethinking the JFM and may now adopt PFM under the Programme.  The Project Director informed the Mission that instructions to this effect are expected to be issued within the next 3 months.  Given the key role forests play in the lives of tribal communities and the necessity of undertaking treatment measures from a ridge-to-valley perspective, this decision of the Government is very welcome and the PSU should continue to pursue this matter.
81. While the FD has generally been very supportive of the Programme, there does appear to be uncertainty and hesitation amongst at least some DFOs in allowing villagers to carry out treatments on forest lands. Even though the activities proposed under the Programme are supportive of the Forest Conservation Act 1980 and at state level the FD has approved the Programme there is still some doubt amongst FD field staff on whether villagers are allowed to carryout the treatments proposed.  The situation needs to be clarified and unequivocal instructions need to be issued to the DFOs.

82. Analysis of Results Achieved.  Given the uncertainties created by change from PFM to JFM introduced during the Loan Negotiations, the “Participatory Forest Management” Sub-component has actually performed relatively well.  The Department of Forests at state level has actually been very supportive of the Programme but there has been some lack of clarity at District level that has possibly delayed some actions in some, but not all, districts.  Excellent work has been done in forming or activating VSSs and commencing the preparation of Forestry Micro-Plans. Very good progress has been made in Koraput district in preparing detailed instructions, schedules and budgets for the implementation of treatment activities for nurseries and tree planting.  The PSU does appear to have engaged the FD in an effective dialogue on implementation issues and in getting the Forest Department to reconsider the PFM approach is a significant achievement.

83. Assessment of Results Achieved.  The results achieved with the Participatory Forest Management Sub-Component during Phase I are considered to be from a technical point of view Satisfactory. Phase 2 should definitively focus more on addressing the weakness of the current JFM policy and achieve real community participation in forest management.
84. Recommendations for Phase II.   
· The Secretary of the Department of Forests should issue an unequivocal instruction to the effect that the OTELP, by virtue of its objectives, does not attract the provisions of the Forest Conservation Act, 1980 and FD functionaries at block level should be actively involved with achieving the objectives of OTELP and assisting the FNGOs and the communities in the preparation of a forest Micro-Plan for each Programme micro-watershed. Once this instruction is issued the PSU together with a senior official of the State level Department of Forests should conduct a series of district level workshops involving: all District and Block level FD staff; ITDA staff; FNGOs; and representatives from each VDC to fully explain operational modalities and establish indicative implementation schedules for the Sub-component in each VDC.

· In areas that are suffering severe degradation due to podu cultivation or clear-felling and where the land ownership issues can not be resolved, OTELP should promote a silvi-horticultural-medicinal plantation model, which would provide income to the farmers and allow restoration of green cover to degraded forest lands. 
· If any person has obtained title to forest lands as a result of the recent judgement on “prior to 1980 occupation”, of the Supreme Court, their land should be speedily surveyed and title conferred.
· No deductions should be made from landless labourers or indigent, elderly people who are largely dependent on labour or charity for sustenance.  Moreover, attempts should be made to employ such vulnerable people in tasks that are light and which they can do such as carrying water, nursery raising, tree planting and plantations protection.
Production Systems Enhancement (Expected expenditure in Phase I, USD 451,000)
85. This subcomponent comprises three main activities: (i) agricultural and horticultural development; (ii) livestock and aquaculture development; and (iii) rural financial services. Detailed analysis of the Sub-components, achievement in Phase I and proposals for Phase II are presented in Annex 5 - Livelihoods Enhancement and Monitoring & Evaluation. The following sections summarizes the Mission’s assessment of each Sub-component.
Agricultural/Horticultural Development (Expected expenditure in Phase I USD 144,000).
86. At Appraisal, proposals for Phase I operations included: 384 agricultural demonstrations; it was proposed to improve agricultural productivity through demonstrations and training on improved practices, varieties and rotations, and through conversion of podu into settled cultivation with mixed tree and annual crops on slopes below 30o and tree crops on slopes above 30o.  Food assistance was to be provided to compensate podu farmers for the temporary loss in production while tree crops came into production. Village Agricultural Volunteers (VAVs), selected by the community, would be trained as village-level resource persons. Adaptive on-farm research would respond to farmers’ needs.  Support would also be given for adding value to agricultural production and for marketing, and a number of different agricultural implements, designed to reduce workload and improve farming efficiency, would be distributed to farmers for testing.  The capacity of staff of the NGO and line department would be improved and 12 motorcycles would be provided to increase their mobility.  Local technical assistance would be provided in agronomy and horticulture.
87. Results achieved   The bulk of agricultural and horticultural development work did not start until 2006 and the impact will not be seen until after the monsoon.  Data on individual agricultural activities is limited and therefore it is difficult to measure progress. The money for agriculture/horticulture is being disbursed to VDCs as part of a consolidated Rs.4800/ha covering soil and water conservation measures as well as agriculture/horticulture.  However, the Mission estimates that around Rs. 9,531,000 (USD 203,000) has been disbursed or spent – more than was projected at Appraisal. 
88. Trials and Demonstrations.   ICRISAT is assisting OTELP as part of its larger IFAD Grant project
. Its inputs started in 2006 and include:  (i) Farmers Participatory Varietal Selection (PVS) trials covering – pigeon-pea, groundnut, sorghum and chickpea; (ii) Integrated Pest Management (IPM); Integrated Nutrient Management (INM); (iii) Line Sowing in Podu areas; (iv) Capacity Building in Integrated Crop Management (ICM) and seed storage.  OTELP officials also visited IFAD’s Chattisgarh Tribal Development Project to see how legumes can assist the production systems.  None of these trials have as yet produced any conclusive results but the 381 participating farmers involved in the seed selection trials are enthusiastic at what they have seen to date.
89. The Regional Centre of the Indian Central Tuber Crops Research Institute in Bhubaneswar (CTCRI), is under contract to OTELP for 8 months from July 2006 – February 2007 to provide technical expertise and handholding support in tuber crops (including the supply of quality seed materials), and popularising tuber crop technology to augment farm income whilst ensuring sustainable food security. Their input includes training of farmers and FNGO WDT members on integrated crop management (ICM), integrated pest management (IPM) and post harvest technologies.  The crops on trial are tuber yam, elephant foot yam, cassava (tapioca) and sweet potato. These trials began in July 2006 so their results and their impact on yields, cropping patterns and food security is yet to be determined.  To date 4,295 households
 are involved and 31 ha of the trial crops have been planted.
90. In July 2006 the MS Swaminathan Research Foundation (MSSRF) commenced the Nutritious Millet Participatory Field Study in Koraput. The trial is already operational and is testing improved ragi (millet) varieties and demonstrations of mixed cropping (ragi, pigeon pea, black gram and kangu maize) in 15 villages.  Farmers were given different ragi varieties to trial against their existing/local varieties.
91. Agricultural Extension Activities.  OTELP is working with the Agriculture Department on: (i) seed exchange programmes for paddy and ragi; (ii) mustard seed demonstrations and production; and, (iii) use of pumps and sprayers.  Training in various aspects of agriculture is also being provided. See Table 2 below which summarises progress on training courses on agricultural and horticultural development. Understandably, the majority of courses have been on general Crop Management techniques. Women constitute 24% of the participants overall. However, the amount of training provided for agriculture and horticulture to date is far less than what was proposed at Appraisal.
Table 2    Agriculture and Horticulture Training
	Training Courses for communities
	
	
	Participants

	
	Nos. of Courses
	
	Male 
	Female
	Total

	
	
	
	No.
	No.
	
	No.

	Crop Management*
	56
	
	1166
	429
	
	1595

	Plantation
	48
	
	1020
	243
	
	1263

	Rainfed Agriculture
	6
	
	259
	152
	
	411

	Horticulture Management
	6
	
	420
	39
	
	459

	Field Demonstration by CTCRI
	4
	
	110
	28
	
	138

	Training on PVS and INM by ICRISAT
	4
	
	104
	40
	
	144

	Vermi-composting
	1
	
	0
	30
	
	30

	 NRM interventions
	1
	
	87
	42
	
	129

	TOTAL No. of Courses/Participants
	126
	
	3166
	1003
	
	4169

	* Including basic agricultural techniques, preparation of nursery beds and layout, INM and IPM including

	introduction of improved fertilisers and bio-fertilisers, improved seed varieties, grafting techniques.
	


92. Horticulture development.  Horticulture has been strongly promoted and is now popular amongst the communities. Households have been provided with mini-kits to establish backyard/kitchen gardens for garden vegetables, mustard and spices. A number of village horticultural nurseries have been established and very large numbers of saplings fruit trees have been distributed (grafted of cashew, banana, mango, guava, lime, litchi, coconut) for the establishment of small plantations or just 4 to 10 trees to supplement household food supply and/income. Typically vegetable mini-kits for household vegetable gardens include:- beans, aubergine, lady’s fingers, tomato, spinach, vegetable cow pea, ridge gourd and pumpkin and are sufficient to plant a 0.1 ha.  In some districts, turmeric and ginger is being promoted and has also been provided. Many of the kits have been provided by the National Horticultural Mission (NHM). Initial indications are that this is a profitable and popular business, with many people planning to take it up again next season/year.  In some villages, these SHGs have applied and linked-up with local schools to take over supply of the Mid-day Meal and catering for local hostels.  However, as more and more vegetable farmers come on line, marketing support will become essential.  Table 3 below summarizes the progress made under OTELP in horticulture to date.
Table 3  Areas of Horticulture Developed
	Crop
	Planted Area

(ha)

	Horticultural Plantation
	         1,477 

	Vegetable Crop Demonstrations
	            194 

	Field Crop Demonstrations
	            166 

	Spices Demonstration
	              28 

	Fodder Demonstration
	                3 

	TOTAL
	        1,868 


93. Agricultural, Horticultural and NTFP Marketing.  The RNGO Marketing and Research Team (MART) was recruited in April 2006 for a pilot project designed to:- build marketing capacity; improve market linkages and market knowledge; and, add value in three common NTFP and horticultural products.  The pilot project covers 40 villages across the four Programme districts.   MART’s work to date is thought to have reduced exploitation of tribal communities by traders and provided higher prices for their produce. Scales have been distributed to ensure the communities understand the correct weight of the produce they are selling. Simple processing of mango has been introduced so it can be sold as jelly - a higher priced commodity that provides increased returns.  Leaf-plate making has also been introduced. This initial small-scale marketing intervention has been highly successful and there is considerable scope for its expansion, both in terms of the products covered and the number of villages involved.          
94. Analysis of results achieved.  Considering the short time since OTELP became fully operational and the FNGOs were fielded, the results achieved to date in getting demonstrations started and actually delivering agricultural and horticultural activities to the communities are quite remarkable.  As with other components, there is a need to strengthen and deepen the capacity building aspects but that should not detract from the results that have been achieved.

95. Assessment of Results Achieved.  The implementation of Agriculture/Horticulture Subcomponent in Phase I is assessed as being Very Satisfactory.
96. Recommendations for Phase II
· A strategy for delivering the agriculture and horticulture programme to every watershed needs to be developed and standardized across all districts.   It should include integrated packages of activities from which communities can select to meet their specific needs.  Activities proposed should meet the requirements of particular production systems:- (i) rainfed; (ii) irrigated; (iii) heavily sloping hill country; and (iv) lowland agriculture.  Specific programmes must be developed for the landless and the marginal landed households.  The strategic goal should be to increase food security and then to improve incomes. The strategy should reflect OTELP’s strategic approach to agricultural production:- (i) not using high-cost inputs, chemical fertilisers and pesticides; and, (ii) not using debt to fund subsistence production.
· Greater emphasis must be placed on capacity building, comprehensive training modules must be developed, standardized and properly rolled-out to all districts and all ITDAs and FNGOs.   

· Given the importance of ragi as a staple food crop, OTELP should scale up the Swaminathan Research Foundation trials to all districts as soon as possible. In Phase II OTELP should also trial improved varieties of all the staple foods of importance to tribal communities - including maize.
· Much vital information on Programme activities such as training and capacity building is not being captured by the M&E system at PSU level – much more work has been done at District ITDA and FNGO level than is now being recorded but the quality of information and the format it is presented in varies greatly from one district to the next – making analysis almost impossible. This matter must be addressed before work on Phase II commences.
· In order to create an outlet for village vegetable production, MART and the PSU should approach the District Collectors, and explore the possibility of SHGs supplying the Midday Meal Scheme (MDM) in schools. 
· Given the success of the MART intervention to date, its’ TOR and contract should be revised in Phase II to include all village production and marketing opportunities (including vegetable marketing) and all Programme villages.
· Prior to the commencement of Phase II the transport situation affecting all field activities should be reviewed in order to ensure that in implementing Phase II it will not be the constraint to implementation that it has been in many areas during Phase I.
Livestock and Aquaculture Production (Expected expenditure in Phase I USD 124,000)

97. At Appraisal, The Programme’s strategy towards improving livestock production was expected to begin by addressing animal health constraints. Community members were to be trained as Livestock Link Workers (LLWs) to carry out vaccinations as well as simple diagnosis and treatment. Reliability of the existing cold chain would be improved by providing deep freezers to the Livestock Aid Centres and thermos flasks for the storage and transport of vaccines. A Veterinary Drugs Fund would be created to finance starter kits of vaccines and medicines for the LLWs, to be replenished by charging fees to the livestock owners. Better animal health was expected to boost farmer confidence and interest in livestock rearing and create a receptive environment for introducing improved practices. The focus was to be placed on small stock (poultry, pigs and goats) as well as fish farming, and on the development and extension of alternative low-cost feed regimes (e.g. raising white ants as poultry feed). Pilot projects would be launched for demonstration purposes and local technical assistance would be engaged to improve the extension and training methodologies and provide support for the pilot demonstrations.
98. Results achieved during Phase I. Both livestock and aquaculture development activities have not taken off during Phase I
.  A lack of focus and strategy by the Programme (reflecting a lack of experience and knowledge at all levels of staffing) is a key reason for this. Activities have been limited to:
· One-off animal health and vaccination camps (with assistance of government Livestock Inspectors) as part of initial community mobilisation within the micro-watershed; 
· In each district, one Training of Trainers (TOT) course (2-4 days) for the Village Volunteers (Animal Health) and WDT members in disease recognition but typically not in vaccination;
· Village level one day courses for Users Groups in livestock management, animal health, vaccination, medication, housing and fodder cultivation. 
· Some FNGOs have provided training in aquaculture in ponds and tanks as a livelihoods strategy.  These training activities have been funded through community mobilisation and capacity building funds.
99. There is no comprehensive data being kept on the number of livestock vaccinated, however most FNGOs claim that during the initial vaccination camps, there was 100% coverage of goats and cattle. However, there is little evidence to suggest that there were any follow-up vaccinations so the value of the initial input would be minimal.  The PSU’s records show that only 423 persons have received livestock training but the Mission’s discussions with FNGOs in the field would indicate that the numbers are possibly higher than this.  The Mission also visited several villages where there was good awareness on fish farming and plans were in place to construct fish ponds or stock existing farm ponds.
100. Analysis of Results Achieved. Very little emphasis has been placed on livestock development during Phase I and the interventions provided to date have been haphazard and unfocused.  There is considerable opportunity for both livestock production and fish production to contribute to household income in the Programme area and to a large extent this opportunity has been missed in Phase I.

101. Assessment of the Results Achieved.  The implementation of the Livestock and Aquaculture Subcomponent in Phase I is assessed as being Unsatisfactory.
102. Recommendations for Phase II.    

· The PSU should recruit a consultant veterinarian with extensive experience in village based livestock disease control and animal production systems to prepare an animal health and production strategy for OTELP.  This strategy should include articulation of a methodology for the supply of medicines and vaccines within Programme villages on a full cost recovery basis.  It should include the development and delivery of a complete set of training materials for all levels within OTELP. Once the strategy has been prepared it should be approved by the PSC and then rolled-out at a workshop involving all stakeholders.
· Village Veterinary Volunteers (VVVs) should be selected by their communities and provided with a highly focused package of training covering: vaccination procedures and handling of vaccines; disease recognition for a very limit range of diseases commonly affecting village livestock and poultry; a standard set of treatments for the most common diseases occurring in Programme villages; and bookkeeping and basic business management. VVVs would be expected to deliver a service from which they would make a profit from the sale of drugs and vaccines. 
· There is a need to identify the key diseases of economic importance that can be controlled by vaccination and to setup a schedule for the regular vaccination of all the animals in all Programme villages. Ensuring the delivery of this programme should be a mandatory requirement of the FNGO.  Complete records must be maintained of animals vaccinated and also the occurrence of any outbreaks of the diseases for which vaccination should have been provided.

· The village based livestock disease control system should be fully operational within 18 months of the commencement of Phase II.

· Once the disease control system is in place, a comprehensive programme to improve animal production should be promoted.
· Animal production systems being promoted should be based on low-input costs and maximizing locally available feeds and fodder. 

· The PSU should initiate a study on the potential for aquaculture in the Programme area.  This should specifically identify all existing ponds and water bodies and determine their potential for fish production.  It should develop a time bound strategy for realizing that potential, identifying the inputs that would be needed, and determining the most effective way to supply those inputs in order to establish a sustainable production system for the future.  The study should also make an assessment of the financial viability and the technical feasibility of digging special purpose fish production ponds and also a system of village based fish hatcheries.
Rural Financial Services   (Expected expenditure in Phase I USD 182,000).
103. At Appraisal it was proposed that the Programme would support the promotion and capacity building of a total of 684 existing and new self-help groups (SHGs) during Phase I. Members’ own savings would be supplemented by an equity capital contribution from the Programme to augment their capital base for leveraging additional capital through establishing linkages with the formal financial institutions or with NGO-operated micro-finance institutions supported by SIDBI, NABARD or CARE (Orissa). It was anticipated that small (7 member) SHGs would save Rs 1080 in the first year of operation and when the level of saving reached that level the SHG would be provided with grant equity of Rs 1,500 at the end of year 1 and a further 2,500 in year 2 provided a sound approach to savings and loaning had been established. Large groups of 12 households were expected to save a total of Rs 1080 by the end of year 1 and receive Rs 3,000 grant equity and RS 3,600 by the middle of year 3 and receive an additional Rs 5,000 in grant equity.  To cover any possible gaps in the ability of SHGs to access additional funds through these sources, the Programme would create a small corpus of funds at the ITDA level to provide loans to the facilitating NGOs who would in turn on-lend to the SHGs. The Programme would also provide entrepreneurial and skill training and support facilities for beneficiaries, particularly those engaged in non-farm activities, drawing on existing schemes such as those implemented by SIDBI wherever appropriate. The Programme would also promote awareness-raising amongst bankers towards tribal communities by organising participatory workshops and seminars involving bankers and communities.
104. It was anticipated that by the end of Phase I OTELP would have provided Rs 3.693 million in Grant Equity to the SHGs.

105. Results achieved   OTELP is now working with a total of 1024 SHGs and of these 382 have been newly formed under the Programme whereas 642 SHGs existed prior to OTELP commencing work in their villages. To date the Programme has distributed Rs 1.075 million in seed money to 215 SHGs (29% of the Appraisal estimate of Rs 3.69 million). Seed money is provided as a grant at the rate of Rs.5,000 per SHGs. The reason for the lower disbursement is the delays in Programme start-up and the fact that many SHGs have received seed money from other sources.  In many cases the FNGO’s capacity building efforts were inadequate and SHGs were not properly assessed and graded before they received these funds.  To date SHGs have performed poorly in terms of savings and very few have established effective internal lending procedures. Total savings recorded in the SHGs to date amounts to only Rs 782,653 or Rs 764 per SHG and Rs 66 per participant.
106. To date OTELP has not developed a coherent strategy for the implementation of the Rural Financial Services Component and it has not really adopted the approach that was set out in the Appraisal Report.   There is not a consistent approach to capacity building, savings, internal lending and the assessment of SHGs prior to the delivery of seed money.  There is no standardized training material for use in capacity building and while the PSU has recently printed material for recording SHG transactions, the system adopted is not consistent with that being promoted by PRADAN, the RNGO engaged to further develop the SHG savings credit activities.  To date there has not been any structured programme to link SHGs with banks and the formal credit system, although a number of SHGs have opened savings bank accounts for the purpose of holding Programme money and group savings.
107. At present the M&E system is not capturing sufficient information on the performance of the SHGs – particularly in relation to saving, internal lending and external sources of funding/capital injections.  In an attempt to have some data on which to assess SHG performance, the Pre-MTR Mission requested FNGOs to provide detailed information on a small sample of SHGs – three districts responded. The following analysis is based on data collected from the FNGOs from Koraput, Kalahandi and Kandhamal districts. It covers 21 SHGs that the FNGOs have classified as ‘good’, ‘average’ or ‘poor’ and the results are summarized in Table 4 below. (Details are available in the Annex 1: Capacity Building for Empowerment)

	SHG Table 4: Analysis of Financial Management in 21 SHGs

	SHG Grade
	Average Membership per SHG
	Average savings per member – INR
	Monthly savings per member – INR
	Ave. Loan per member from own funds
	Ave loan size- actual – INR
	Loans per member INR
	Ratio of Loans to Savings
	Ratio of Loans to Total Liabilities (Savings+Grants+External Debt)
	Ratio of External Debt to Savings and Grants
	Ratio of External Debt over Savings
	Ratio of Internal Loans over External Debt

	Good
	13
	1342
	 25 
	1833
	2,209 
	0.83
	 1.37 
	0.19 
	1.92 
	4.76 
	0.29

	Average
	11
	1162
	 30 
	429
	1,117 
	0.38
	 0.37 
	0.18 
	0.58 
	0.77 
	1.29

	Poor
	12
	357
	 10 
	40
	 464 
	0.09
	 0.11 
	0.06 
	0.59 
	0.69 
	0.16


108. Analysis of this data shows some worrisome trends:

· Average and Poor SHGs do not lend sufficiently from their own savings. Lending in poor SHGs is negligible – with 1 loan disbursed per SHG in its lifespan.

· Even in Good SHGs – not all members have taken loans – though the average age of these SHGs is almost 4.5 years old. (In these cases there is a need to ensure that certain individuals are not capturing all the available loan funds).
· The average loan size is as low as Rs. 464 in poor SHGs and only Rs. 2,200 in good SHGs. Good SHGs borrow (or are lent) 3 times more than their internal lending. 

· Despite such poor rotation of own capital, all grades of SHGs have received substantial amounts of funding from external sources, many times their total internal lending.  These funds are often simply being “parked” in bank accounts and in effect are not being used for development purposes. Studies of dysfunctional SHGs in other projects have shown that over-financing in government and multilateral/bilateral projects is often the main reason for the failure of SHGs – there is some danger that OTELP will fall into this trap.  Already the amount of “seed money” provided is substantially in excess of the amounts proposed at Appraisal.  
· The proportion of SHGs in OTELP that cross the three grades (good, average and poor) is not known, however, in a study carried out on WORLP – over 37% of SHGs had never lent funds. If the same trend hold true for OTELP – the proportion of ‘poorly functioning’ SHGs may be high. After PRADAN’s entry as RNGO, all FNGOs were supposed to immediately grade their SHGs and develop action plans to strengthen them. The best SHGs (Grade “A”) were supposed to be ready to undergo livelihoods planning and visioning, while other categories were expected to receive additional basic training to improve their capacity.                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                        
109. Analysis of Results Achieved.  It is clear that the saving and credit activities that have been established within OTELP to date lack any sense of an operational format.  There is little or no consistency in the operations of the various FNGOs involved in delivering the Rural Financial Services Component and there tends to be operational miss-matches between the treatment of new and existing SHGs. Essentially the Component is at present dysfunctional and if seed money continues to be delivered to such a system it is likely to further undermine the sustainability of SHGs and weaken their capacity to effectively engage in all aspects of Programme implementation, not just the RFS Component. 

110. The recent recruitment of the RNGO PRADAN (July 2006) was a very positive and necessary move.  PRADAN has a methodical and disciplined approach to the formation of SHGs and the establishment of the savings and credit system, and this is not led by the desire to simply disburse funds.  It is essential the OTELP adopts such an approach and that it is consistently applied across all districts and all FNGOs.  It may not be an easy task to get all FNGOs to agree to PRADAN’s methodology and it is suggested the PSU should convene a workshop for all to agree on the details of the methodology to be adopted under OTELP. However, at the end of the workshop there must be a uniform approach and any FNGOs that cannot agree should possibly not continue in OTELP.  Without a consistent, standardized and properly documented system that provides that provides credit, financial and operational discipline, OTELP will never achieve its objectives. 
111. Assessment of the results Achieved. The implementation performance of the Rural Financial Services Component in Phase I is assessed as Unsatisfactory.
112. Recommendations for Phase II.
· The Rural Financial Service Component should be viewed as an integral part of the capacity building for SHGs and before any seed money is provided to SHGs they must have the necessary training and overall capacity building.  No seed money should be distributed to SHGs until their savings and internal lending programmes and their management capacity has been properly assessed.

· The PSU should convene a workshop in which PRADAN and the FNGOs would be required to agree on the methodology for SHG development and the establishment of the group savings and credit activities. Once the approach has been agreed PRADAN would be required to formulate and deliver an implement strategy that would apply universally across the entire OTELP Programme area and be used by all FNGOs.  Once the strategy is approved PRADAN should be engaged to implement it. 
· VDLPs should include a thorough analysis of the funding that SHGs are receiving from sources other than OTELP.  Based on this assessment OTELP’s funding should be adjusted to avoid over-funding.
· The size and terms and conditions of the revolving fund (seed money) given to SHGs should immediately be reviewed by an internal working group including PSU, PRADAN, MART and the FNGOs to decide upon the amount of money to be given and the conditions that should apply – the Mission is recommending that funds should be provided as a  loan.
· The Programme must coordinate with ITDA on equity contributions to SHGs, to ensure that between them they are not over financing groups
.

· In addition to the greater deployment of PRADAN in Phase II the micro-finance capacity of OTELP should be increased.  The PSU and each of the FNGOs should recruit a Micro-finance Specialist.
· In Phase II it is proposed that a system be developed to allow SHGs to provide limited lending for consumption purposes, in sickness and even including weddings and festivals.  This should initially be promoted on a pilot basis and carefully monitored to determine the level of risk. 

· The M&E system that is currently being developed must include adequate provision for capturing data on SHG performance including details of savings, internal lending programmes, external funding, the regularity of audits and information on audit outcomes.       
· In Phase II, OTELP should launch a programme to improve access of SHGs to loan funds by promoting SHG-Bank linkages or by assisting FNGOs to undertake micro-finance activities    
· In Phase II a sample survey should be undertaken at the start of the Phase and at its completion in order to determine the impact of OTELP on the debt situation in Programme villages.  
Community Infrastructure   (Expected expenditure in Phase I USD 52,000).
113. At Appraisal, the Programme was expected to establish a flexible Community Infrastructure Fund (CIF), to fill the critical gaps in infrastructure for remote communities not covered by other programmes. Communities were expected to identify their infrastructure requirements and include proposals for funding in their Palli Sabha Resource Management plan which would be submitted to an ITDA selection panel for approval. Eligible activities were expected to include, drinking water supply, road upgrading, storage facilities, work-sheds, mills and expellers and other community buildings. The Appraisal Report (Appendix 19) sets out elaborate selection requirements for the various types of infrastructure to be financed under the CIF.  For village roads, funding was limited to upgrading critical sections of earth roads which were not passable during the monsoon season.  For stores, work-sheds and economic infrastructure owned by user groups, a contribution of at least 15% of the cost was required as voluntary labour and/or local materials. It was expected that the DIF would only start to be used in the 3rd year of OTELP and only USD 52,000 was expected to be used during Phase I.  However, the Loan Agreement required that no disbursements were to be made under the CIF until the VDC had been formed and its Social and Financial Audit Sub-Committee had been established. Total Phase I budget for CIF was Rs. 2,195,000.  The CIF budget for the whole Programme period of 10 years was Rs. 191,330,000.  At Appraisal it was expected that the first CIF funds would only be disbursed in Year 3, a year after watershed development works, agricultural interventions and PFM activities had begun.  

114. The Loan Agreement Schedule 2 paragraph 4 (a) prohibits any withdrawal for the Loan Account in respect of the CIF until the Social and Financial Audit Sub-Committees of the VDCs have been established. 
115. Results achieved   During Phase I there has been extensive utilization of the CIF facility with a total of Rs 4.95 million (USD 105,435) having been disbursed to VDCs - more than twice the amount that was expected at Appraisal. In addition the community has contributed the equivalent of Rs 189,410 (USD 4,030) equal to 3.7% of the total cost which is substantially less than the contribution of 15% proposed at Appraisal. The CIF is not operated in the way proposed at Appraisal.  To date, the CIF has been used to finance Entry Point Activities (EPAs) as a means of the FNGO building rapport with the targeted communities.  This is the approach taken by the MoRD guidelines and the funds for EPA activities are provided to the FNGOs as part of their allocation for “Community Mobilisation”.  Based on the “watershed approach” they are allocated Rs.300/ha and of this Rs.100/ha is expected to finance EPAs – (i.e. Rs.50,000 for a 500 ha watershed).  These funds are held by the FNGOs and after they conduct a needs assessment they finance the EPAs that the communities have selected based on this assessment. The entry point activities financed to date include: community halls; meeting places; drinking water facilities; improvements to roads; village sanitation; water tanks; bathing areas; repairs to dams, and solar powered lighting.  Table 5 and Table 6 below summarizes the use of the CIF during Phase I 
Table 5   Entry Point Activities Financed
	
	District
	VDCs
	Villages
	EPAs started
	EPAs/ VDC
	Financial Contribution

(Rs 000)
	Community 
Contribution

(%)

	
	
	
	
	
	
	OTELP
	Community
	Total
	

	
	Gajapati 
	40
	106
	40
	1
	1760
	126
	1886
	6.7

	
	Kalahandi
	36
	120
	229
	6.4
	1181
	17
	1197
	1.4

	
	Kandhamal *
	14
	48
	53
	3.8
	470
	2
	472
	0.5

	
	Koraput
	30
	82
	96
	3.2
	1544
	44
	1589
	2.8

	
	TOTAL
	120
	356
	418
	3.5
	4955
	189
	5145
	3.7


* For Kandhamal district, data is only available for Tumidibandha block under the FNGO PRDATA.

Table 6       Type of Entry Point Activity Financed
	District
	Gajapati
	Kalahandi
	Kandhamal
	Koraput

	Type of Activity
	
	
	
	

	 Community Hall
	(
	(
	
	(

	 Sabha Mandap (Meeting Place)
	(
	
	
	(

	 (Improvement in) drinking water facilities*
	
	(
	(
	(

	 Improvement in approach roads
	
	(
	(
	(

	 Construction of bathing ghats/complex
	
	(
	
	(

	 Provision of lights and tarpaulin/rugs 
	
	(
	
	

	 Improvement of village sanitation
	
	(
	
	(

	 Water tank
	
	
	
	(

	 Repair of check dam
	
	
	(
	(

	* Commonly either tube/dug well platforms or balli chuans (traditional drinking wells) which are also commonly used for bathing


.

116. Labour for construction has been supplied by the communities themselves and the construction has been supervised by the FNGOs – no contractors have been used, a situation that is greatly appreciated by the communities.
117. Analysis of Results Achieved.  OTELP has exceeded the disbursement targets set at Appraisal but to date these disbursements have been in contravention of the provisions contained in the Loan Agreement because the requirement for each VDC to establish a Social and Financial Audit Sub-Committee before receiving funds from the CIF has not been met.  This matter should have been checked by UNOPS during the 2005 Supervision Mission but the Supervision Report omitted to review OTELP’s compliance with Schedule 2 of the Loan Agreement.  It is, however, worthy of note that the PIM does include the requirement for VDC to form such Social and Financial Sub-Committees, so it cannot be said that the PSU did not know that there was an obligation to comply with the condition.  On 8 August 2006 IFAD disbursed USD 257,826.37 against Loan Category 3, “Investment Fund”, based on Withdrawal Application No 4 – in all probability this transfer of funds was in contravention of the Schedule 2 Paragraph 4 (a) of the Loan Agreement.  The Review Mission discussed this omission with the Programme Director (PD) and received an assurance that an order would be issued immediately requiring the establishment of the Sub-Committees prior to the registration of any VDCs in future and all the VDCs that are presently registered would be required to conform to this requirement within 30 days.  The other aspect of the CIF that requires greater attention is ensuring that the communities actually make the choices in relation to selecting the infrastructure to be established or improved and more effective monitoring of the proposed and actual beneficiaries
 associated with each activity

118. To date the CIF has been used mainly for EPAs rather than in the manner proposed at Appraisal, which expected the funds to be used only after village planning activities had been completed. However, the Mission recognizes the importance of using EPAs as a mechanism to assist the FNGOs to engage with the communities in the initial implementation period.  It also considers that the EPAs selected were appropriate and have been very beneficial to the communities. However, based on the data that is available, it would seem that the range of choices on EPAs offered to the communities has been very limited in some districts - all 40 VDCs in Gajapati are supposed to have “chosen” a Community Hall or Meeting Place as their EPA. While this approach may be understandable in the initial stage of implementation it would be very unfortunate if it were to continue into Phase II.    

119. Assessment of results achieved.   The failure to establish the Social and Financial Audit Sub-Committee prior to disbursing the funds and claiming reimbursement from IFAD is a serious matter and therefore in terms of financial management, the Subcomponent is assessed as being the Unsatisfactory. However, in terms of the infrastructure that has actually been developed using the CIF, the selection of activities and the number of activities developed in the time available, implementation performance is assessed as being Satisfactory. 

120. Recommendations for Phase II.       

· No further funds should be released under the CIF until the Social and Financial Audit Sub-Committees have been established in all VDCs in accordance with the relevant provisions of the Loan Agreement.

· No further funds should be released under the CIF until the PSU in consultation with the ITDAs and the FNGOs has prepared detailed guidelines on the procedures to be adopted in planning, approving, implementing, supervising and monitoring CIF activities. These guidelines must include specific instructions on the financial management of the funds at each level and the way that expenditure is to be verified and records maintained in order to fulfil the Statement of Expenditure (SOE) requirements for withdrawal from the IFAD Loan Account.
· No claims for reimbursement from the Loan Account can be made until the work on the CIF project has actually been completed and the expenditure incurred has been properly documented
.  
· In Phase II no CIF money should be released to VDCs until there is a properly formulated and approved project document and an appropriate agreement between the VDC and the ITDA.    

· The CIF activities should be planned at the level of natural villages and funds should be released and be accounted for at that level, not at micro-watershed level. Support for planning should be given by the ITDAs to the FNGOs in terms of the design and preparation of construction drawings and bills of quantities.
· There must be complete transparency in the selection and implementation of CIF activities. Proposals for CIF funding must be discussed publicly and displayed in a prominent place in the village.   Once a project is approved, the budget identifying the beneficiaries and the amount of paid and unpaid labour that will be allocated to each household must be discussed in a public meeting and a summary of the activities and the time frame must be displayed on a public notice board. 

· Selection of community infrastructure to be financed under the CIF must be done in a truly participatory way, under the supervision of the FNGO, and proposals for funding must include details of the number of direct beneficiaries and their socio-economic status. In approving projects, preference should be given to infrastructure that improves the living conditions of the landless and the poorest members of the communities concerned.  The FNGO should be required to certify the process and verify the beneficiary profiles.

· The basis for calculation of financial allocations under the CIF should be the population of the village concerned and the cost per direct beneficiary – not as at present a notional per hectare cost over an entire watershed. The FNGO should be given some discretion to modify levels of funding in particular villages across the watershed concerned recognising critical needs that may require extra funding in particular villages.
· In future EPAs should not be financed from the CIF but they should continue to be supported as part of the FNGO’s community mobilization funds.  EPAs should not necessarily focus on infrastructure and FNGOs must ensure that the communities really make the choices.

· No CIF funds should be approved without the ITDA assessing the feasibility of funding the proposed infrastructure with existing government funds or getting the necessary government support to ensure that certain infrastructure (e.g. health or education) can remain operational.    

· Maintenance funds should not be locked-up for five years - maintenance should be done regularly and the funds should be used when required.  However the FNGO should oversee the use of the maintenance funds during the first three years.  Village Development Funds (VDFs) for maintenance should be established and managed at the level of the natural village – not the watershed. 
· Communities should be trained by FNGOs on how to carryout maintenance and how to manage maintenance funds. (There is a budget for maintenance training under Beneficiary Skills Development in the Appraisal Report).
· OTELP must add value to the community infrastructure it creates – improving health and hygiene awareness must be part-and-parcel of installation of drinking water facilities and other sanitation-linked assets.  The Community Mobiliser should be trained to deliver these messages and must be properly monitored to ensure that communities are receiving the messages effectively.
· The M&E system must ensure that data on the CIF is maintained at FNGO, ITDA and PSU levels and includes:- (i) the number of infrastructure projects by type and expenditure (Programme and community contribution); (ii) the implementer/supervisor; and, (iii) number of households benefiting from the infrastructure (men/women and social status).  For each project financed there must be an impact assessment carried out 2 years after construction has been completed. Specific guidelines should be issued by the PSU establishing a standardized basis for assessments of each type of project financed. 
Support for Policy Initiatives   (Expected expenditure in Phase I USD 874,000).
121. At Appraisal, it was stated that the GoO had already taken some important steps to address some of the key policy issues which impact on the development of the tribal communities, particularly in relation to access to land and forest products. The Programme therefore was expected to support the operation of these initiatives through: (a)  providing a legal defence fund to assist tribals and NGOs in pursuit of land alienation/restoration cases; (b) supporting operational costs involved in establishing mobile squads for the detection of land alienation cases and enforcement of land restoration, and to facilitate adequate capacity for court proceedings; and (c)  funding the survey of land between 10o and 30o slope and the issue of permanent titles to tribals in the Programme villages. The surveys were to be undertaken using the computerised total station method and the land titles were expected to be made out in the joint names of the husband and wife. The Programme was also to provide funding for studies on key policy issues including the extent of land alienation, indebtedness, food security, tenancy issues, NTFP marketing, displacement of tribals, etc. in order to facilitate the formulation of improved strategies to resolve these issues. The Programme was also expected to establish a Policy Support Fund providing flexible funding to fill critical gaps in such areas as improving access to existing public food supply schemes for Programme villages, particularly in the initial years of the Programme before tangible benefits flow to the communities, and to respond to the outcomes of the policy studies.
122. Results Achieved.  OTELP has not followed the approach presented in the Appraisal Report in respect of the proposed Policy Initiatives – it has not established the Legal Defence Fund; it has not supported mobile squads for detecting land alienation cases; and, it has not established a Policy Support Fund.   However the PSU has taken some important steps to address land issues. It recruited the RNGO Vasundhara to investigate land issues and identify opportunities for tribal communities to formalize land ownership within the existing regulatory framework.  Their initial findings are well presented and effectively identify the areas in which early progress can be made, however, as with most of the work of the RNGOs, there is a need to embed their work in the operations of the FNGOs and ITDAs.  This will require them to have a broader mandate and expanded TOR to address these issues in Phase II.
123. Practical steps are being taken to address the land issue and the PSU is to be congratulated for negotiating the placement of Revenue Survey Teams at each Programme ITDA to address land issues in the Programme villages.  These teams will tackle the question of the land with slopes of 10° to 30°, which is the issue that is likely to provide the greatest immediate benefit to Programme participants.

124. In regard to “land issues” it should be noted that some of the FNGOs have a history of supporting land rationalization and land rights in the tribal areas and they have brought into OTELP some excellent initiatives to address the problem.  However, to date it could not be said that OTELP was the precursor of these initiatives.  There is now a need to capture their experiences and ensure that they are universally applied by all FNGOs over the entire Programme area. 

125. Analysis of Results Achieved.  It is generally difficult for governments to accept external assistance to address “policy issues” unless there is a solid and trustworthy engagement by donors with policy planners. It is therefore understandable that, in the midst of OTELP’s early implementation difficulties, tackling policy questions was not the PSU’s first priority.  The work done in this area to date has really been focused on addressing basic, practical, implementation issues related to land rather than the policies behind the problems that are being experienced at field level. However, the work that has been done does provide OTELP with some level of credibility and possibly a window of opportunity for addressing, in a practical way, some of the policy issues affecting tribal communities.  The measures taken in OTELP to date are essentially “field based” and as yet have not been taken-up to the “policy” level.  There is a need to take this additional step but the Mission believes that OTELP should continue to take a “bottom-up” approach and address practical issues affecting the tribal communities.  It should continue to focus its resources and attention on enabling tribal communities to access in full their rights as defined within the existing regulatory environment.  In addition it should be identifying shortcomings in the practical implementation of existing regulations and establishing a mechanism for constructive dialogue with policy makers in order facilitate any necessary adjustments or re-interpretation of regulations.

126. Assessment of results achieved.  While OTELP may not have delivered what was expected in Phase I, the PSU has taken very positive practical steps forward in the policy area and the Mission therefore considers that the implementation of the Sub-component should be assessed as Satisfactory. 
127. Recommendations for Phase II.    While some progress has been made on the practical aspects of land ownership in Phase I, in Phase II the Programme should make a more concerted effort on the policy initiative front.  This should cover three main elements. The first would consist of a study of the overall situation of the tribal communities: - the factors that impact on their lives, lifestyles and livelihoods; what part do current policies and the policy environment play in providing positive or negative outcomes in these areas.  The second  would involve the FNGOs and RNGOs coming together under the leadership of a respected senior administrator to identify the key issues to be addressed and to formulate a time-bound  action plan to address these issues at both the grassroots level and at the legal/administrative level. The FNGOs would take the lead in mobilizing grassroots support and implementing reform within the existing legal and administrative framework.  The senior administrator would take the lead in lobbying the Government of Orissa to provide the necessary direction and authority to action pro-tribal policies, that they have already been accepted within the current regulatory framework but may not be being universally implemented due to lack of understanding or administrative bottlenecks. He/she would also lobby for the introduction in Orissa of pro-tribal policies that have already been introduced in other states but are not yet operational in Orissa. Where FNGOs/RNGOs identify policies that are having a negative impact on tribal communities, he/she would lobby for changes in order to reduce harm to tribal communities.  The third would involve establishing a time bound action plan on the policy initiative proposed, setting targets and monitoring results.
128. In Phase II steps would be taken to effectively imbed the work of Vasundhara within the field operations of the FNGOs.  This would initially involve a series of workshops and training sessions but eventually would evolve into the coalition of NGOs that would work with the senior administrator outlined above. The TOR and contract of Vasundhara would be revised to accommodate this approach.
129. The placing of the Revenue Survey Teams at the Programme ITDAs is a major breakthrough for OTELP, but in Phase II it is essential that the PSU maximizes the returns from this initiative. To do this it is proposed that it should organize a workshop involving the Collectors; Revenue Department; ITDAs and FNGOs and map out an action plan for each Programme District.  This plan should analyse the problem, identify the measures necessary to resolve the main issues; allocate responsibilities to each of the units involved; set time-bound targets; and, agree on a mechanism for holding each party responsible for delivering results.         

130. In terms of practical field level implementation it is proposed that each FNGO would engage on a part-time or full-time basis a legal advocate to assist in land issues and other legal matters relating to tribal communities.
Development Initiatives Fund (Expected expenditure in Phase I USD 768,000)
131. At Appraisal.   The Programme makes provision for a Development Initiatives Fund (DIF) to provide the flexibility to move additional funds to areas of demand as expressed by communities through the participatory planning process and to those components where good results have been achieved. It would also permit the implementation of other relevant activities, which may become feasible and attractive in the course of Programme implementation. These funds would be allocated on an annual basis to the various components and activities and new initiatives, mainly following the review of the Programme by the Phase Review missions. No more than USD 800 000 should be drawn from the DIF prior to the first Phase Review in PY3. The DIF budget for Phase I at Appraisal was Rs. 3.1 million.  Total DIF budget at Appraisal was Rs. 220.1 million.  There was no disbursement condition placed on the use of the DIF in the Loan Agreement.
132. Results achieved in Phase I.   To date, Rs. 10.74 million (USD 227.660) has been disbursed to VDCs under DIF.  These funds were all released in 2005/06 - Rs 100, 000 was released to each of the 108 VDCs that were operational at that time.  There have not been any subsequent releases of these funds. The amount released to date is only 30% of the total allocation for Phase I.   The majority of the expenditure was for the construction of 99 multi-purpose warehouses/community centres.  These facilities are important in tribal areas because, in addition to providing a community meeting place, they allow safe storage of NTFP and horticulture produce in dry conditions for use in off-season periods when the market price rises. They also lend flexibility to SHG groups manufacturing items that need storage. The impact on livelihood enhancement is already visible.
133. Analysis of Results Achieved.   To date the DIF has been operating without any specific guidelines on how it should be used, and the idea of using the DIF to supplement the funding of Programme initiatives that have proven to be successful has not been recognized.  While the facilities that have been financed have clearly had a very positive impact, the extent to which the community actually exercised its right to choose how the funds were used is less clear.  There is also the broader question of why this type of infrastructure is being funded through DIF and not CIF, perhaps indicating a level of confusion over which funds can be used for what.  The DIF is not synonymous with “Development Infrastructure Fund”.  However, it should be acknowledged that the Appraisal Report is also rather vague on how these funds should be used and the idea of spending USD 800,000 within a 3 year period using the approach suggested in the Appraisal Report would seem to be quite unrealistic.  The merit of the DIF approach to “supplementary funding” is highly questionable – it seems to offer little more than what could be achieved from the use of the numerous other “funds” proposed in the programme design.     

134. Assessment of Results Achieved. In terms of the actual outcomes of the investments made under the DIF the assessment is that implementation has been Very Satisfactory.  In terms of the procedures adopted to achieve these outcomes the assessment is Less than Satisfactory.
135. Recommendation for Phase II.   
· Guidelines for the use of the DIF need to be established by the PSU and provided to ITDAs and FNGOs.  These guidelines must ensure genuine community participation in the selection of activities to be financed and clear procedures for project approval, disbursement of funds, accounting, audit and monitoring of results and their impact. Beneficiaries need to be clearly identified by number and social/economic status.

· A facilitated visioning exercise should be undertaken involving the PSU, ITDA, FNGO and RNGO on the use of DIF for Livelihoods Enhancement.  This should focus on broader horizons in respect to its use the DIF

· The natural village should be the level for planning and implementation of DIF activities, facilitated by a village-level development committee. The aim should be to ensure better targeting of those who are traditionally “left-out”, including the landless and those unable to be part of SHGs or other income-generating activities.  It is however recognised that some income generating activities will span across villages within a watershed. The Mission is proposing that for budgeting purposes a figure of Rs 600,000 per micro-watershed would be appropriate but actual allocations would be based on opportunities identified and the proposals presented for approval – the operative word being “initiatives” and the operational modality being “flexibility”.  Detailed proposals are presented in Annex 5 Livelihoods Enhancement and M&E - Appendix 4.
· A proportion of DIF money should be used by the FNGOs to assist communities to work in identifying and preparing initiatives and developing their capacity to effectively manage the funds and the implementation of projects.
Programme Management (Expected expenditure in Phase I USD 1.8 million)
136. At Appraisal, support for Programme Management was expected to include provision for staff salaries, office equipment and furniture, vehicles and motorcycles, and administrative expenses for the PSU at the state level and in the District ITDAs.  All staff involved in Programme implementation were expected to receive training as appropriate including national and international study tours. Orientation and annual review workshops were to be held at the state and district level and stakeholder workshops would be held at the district level on a periodic basis. The Programme would also finance the setting-up of a monitoring and evaluation (M&E) system designed by a specialist agency. The Programme was also expected to contract a specialist agency for impact assessment including design and implementation of the base line data collection and on-going evaluation of delivery performance.
137. Technical support for Programme Management was to include contracting specialist agencies for knowledge management through process documentation including the preparation of videos, the development of appropriate communication methodologies taking account of local languages and folklore and the production of a newsletter. The Programme would also contract an RNGO to document indigenous knowledge, focusing particularly on natural resource management and agricultural practices, and to devise appropriate systems for putting this knowledge into the public domain.  Provision is also made for local technical assistance for developing and monitoring the Programme’s gender strategy and for review of progress on the policy initiatives. In addition, the Watershed Mission would be contracted for the monitoring of the watershed development activities.
138. Requirements under the Loan Agreement.  The Loan Agreement required that: the Programme Steering Committee (PSC) and the PSU be established; the PD and the Financial and Administrative Officer be appointed; and the ITDA be restructured before the IFAD Loan could be declared Effective. It also required the FNGOs to be selected and sign a MOU with the ITDAs before any Programme funds could be disbursed to fund their operations. The PSC is required to meet at least twice a year during Phase I.  It sets out the duties of the PSC; PSU and ITDAs and requires that the appointment of the PD is acceptable to IFAD. It also requires that ITDAs enter into MOUs with the VDCs which include provisions for: the establishment of the Social and Financial Sub-committee of the VDC; the transfer of funds based on AWPBs; the annual auditing of the VDC’s Statements of Expenditure (SOEs); and the VDCs will be responsible for maintenance of the programme facilities. It is a requirement of the Loan Agreement that a copy of each MOU is sent to both IFAD and UNOPS before the PSU releases funds through the ITDA to the VDC. It is also a requirement that IFAD must first approve any amendments or modification to any MOU before changes are made. The Loan Agreement all establishes the requirements for: Annual Work Plans and Budgets (AWPBs); Annual and six monthly Progress Reports; Annual and six-monthly Financial Reports; and annual Audits.    
139. Results achieved.  Following a very troubled beginning in terms of programme management, OTELP has now successfully put in place a committed and hard working programme management team at PSU and ITDA levels. The PSC is also in place and meets regularly. The FNGOs have been contracted and the necessary MOUs with the ITDA/PSU have been signed. MOUs have also been signed between the ITDAs and 120 of the VDCs, though copies of all these MOUs have not yet been sent to IFAD and UNOPS. The Programme Implementation Manual (PIM) has been prepared and has been approved by UNOPS/IFAD.  Basic bookkeeping systems are in place and Withdrawal Applications are being prepared.
140. While the IFAD Loan was declared Effective in July 2003 the Programme really only became fully operational in October 2004 when it was formally launched by the Chief Minister of Orissa. Unfortunately, there was confusion surrounding the GoO’s attempt to conduct a Start-up Workshop despite the announced inability of UNOPS and IFAD to attend.  As a result the start-up training activities normally provided by UNOPS did not occur until the first full Supervision Mission that was fielded in at the end of April 2005 – 21 months after Loan Effectiveness
.  This was the only full Supervision Mission that was conducted by UNOPS during Phase I.  It is therefore understandable that during the initial years of implementation compliance with a number of reporting and other requirements has been poor. It was also unfortunate that the first draft of the PIM, appropriately incorporating elements of design documents, was rejected by GOO. A second version of the PIM was then only finalized in October 2005 after the Supervision Mission had provided guidance on its contents.  The Annual Report for 2005/06 was the first and only one that has been prepared.  The 2005 Supervision Mission reviewed the draft AWPB for 2005/06 in April 2005 and the first full AWPB was only prepared for 2006/07.  No audits had been prepared at the time of fielding the first Supervision Mission but they have recently been completed for 2004/05
 and 2005/06 and both are about to be submitted to IFAD.  To date, no six-monthly or Annual Financial Statements have been submitted to UNOPS/IFAD and while this matter was raised as an issue of non-compliance by the 2005 Supervision Mission the Supervision Report fails to provide any guidance on the financial reports that should be provided. For a detailed assessment of management performance see Annex 6 – Programme Management and Annex 7 - Financial Management and Audit.
141. While the April 2005 Supervision Mission did propose a second Supervision Mission for November 2005 this did not take place and the Supervision Report for the April 2005 Mission was only finalized in February 2006.  In March 2006, with the scheduled date for Phase I Review fast approaching, a Joint Mission of OTELP PSU, IFAD, UNOPS, DFID and WFP was fielded to determine the status of OTELP.  This Mission provided a wake-up call for everyone involved with OTELP.  It identified numerous issues related to Programme implementation and set out a comprehensive list of activities to be accomplished prior to the Phase I Review.  A second Joint Review Mission was fielded 25 May 2006 and this reviewed the action that had been taken in the previous 2 months and established another set of “actions” to be undertaken
. The Joint Review Mission’s Action Plan and the responses made by Programme Management to it by May and by September are presented in Annex 8 - Joint Reviews 2006 - Findings Recommendations and Responses.   This shows that the Programme Management, with guidance and the appropriate level of direction, has been very responsive to the Mission’s suggestions. In the last six months Programme Management has made remarkable progress in improving OTELP’s implementation performance.                
142. Lack of attention to the details contained in the Appraisal Report and Loan Agreement and poor supervision have both contributed to numerous procedural failing in OTELP during Phase I.  However, given the progress that has been made in the last six months in reforming programme implementation and the responsiveness of the PSU to the changes proposed by the recent Review Missions as well as the Phase I Review, the Mission is confident Phase II will be implemented effectively. It must however, be recognized that much still needs to be done in sorting out basic procedures – particularly in respect of accounting and financial management throughout the entire Programme structure.  Fortunately the PD and the staff of the PSU do recognize these problems and are willing to take the necessary actions to resolve them.
143. The area in which the PSU has registered its greatest success is in developing an effective working relationship between Government and the FNGOs and RNGOs.  With few exceptions, the relationship between the ITDA Subject Matter Specialists (SMSs) and the FNGO Watershed Management Teams (WMTs) is excellent.  This relationship is based on mutual respect and both teams appear to be working towards a common goal.  This is an important achievement that augurs well for the implementation of OTELP in Phase II.

144. Assessment of Results Achieved.  In the absence of effective supervision in the first years of Programme implementation, Programme Management did not meet many of the basic management requirements set out in the Loan Agreement and the Appraisal Report and essentially implementation performance of the Programme Management Component could only be judged as being unsatisfactory.  However, during the last six months, with much more intensive supervision and more overall guidance from IFAD and UNOPS, the PSU has been very responsive and has done much to resolve most of the outstanding management issues.  The PD has also been very responsive to most of the proposals made by the Phase I Review and in many instances has taken pre-emptive action to initiate changes.  Much still needs to be done but, based on this recent performance of the PSU, the Mission has assessed Management performance as Satisfactory. 
145. Recommendations for Phase II 

· OTELP’s management systems at all levels should be updated and simplified, particularly the reporting systems from SHG to VDC to ITDAs and PSU. Updated operational, implementation and management procedures should be documented as a series of detailed administrative instructions and guidelines which would be included in a revised version of the PIM
.  Such instructions, guidelines and updated procedures should be completed by Mach 2007 and be operational in time for the commencement of Phase II. 
· Management capacities need to be strengthened at all levels.  Training Needs and Strength Assessments (TNSAs) should be completed, focussed training modules should be developed and staff and OTELP participants at all levels (PSU, ITDA, VDC and SHGs) should be provided with the necessary training to meet the Programmes management needs. The TNSA should be conducted by January 2007 and training modules should be in place for the commencement of Phase II.

· There is a need to consider the restructuring of ITDAs as well as to devolve more responsibilities from the PSU to the ITDAs and from the ITDAs to the FNGOs and adopt a more strategic and less controlling approach to management at each level.  The frequency of meetings should be reduced but accountability and oversight mechanisms should be strengthened.    

· Salary structures of the PSU, the ITDAs, and the FNGOs need to be reviewed with a view to increasing remuneration and/or providing allowances and other facilities in order to hold key personnel. The review should be completed within 3 months and any changes should be in time for the commencement of Phase II.
· Annual Reports and the Half Yearly Reports must be submitted on time and in sufficient detail.  The M&E software consultants should design a system to enable timely preparation of comprehensive reports to IFAD and UNOPS while at the same time delivering what the PSU requires for the effective management of the Programme. 

· Pressure to meet disbursement targets has caused the PSU to loose sight of the OTELP’s main objectives and take short-cuts in the empowerment process in order to meet physical and financial targets.  This pressure must immediately be removed and PSU must re-focus on OTELP’s core objectives.  The 2006-07 AWPB should be re-drafted to reflect this change in approach and also the financial implications of the recommendations arising from the Phase I Review.

· AWPBs must be based on a bottom-up planning process that really reflects the wishes of the community.  Resources need to be allocated based on need and not on financial disbursement targets.  Prior to the start-up of Phase II a genuine process of participatory bottom-up planning must be in place and be reflected in the AWPB.

· Financial management must be improved at all levels – PSU; ITDA; FNGO; VDC and SHG levels.  Staff must be recruited; procedures must be defined; manuals must be prepared; and training must be provided.  There needs to be a process of regular oversight and audit throughout the entire system but particularly in the VDCs and SHGs.  TA will need to be used to implement these changes and it should be recruited immediately and the necessary work should be completed in time for the commencement of Phase II.

· Instructions should be issued providing for greater financial independence for OTELP within the ITDA and the post of Finance Officer must be filled by recruiting qualified accounting staff familiar with computerised financial management systems from the open market. The position of Accounts Assistant should also be filled from the open market.  The instructions should be issued and recruitments should be finalized within 3 months.     
Food Handling (Base cost USD 107,000)     
146. At Appraisal, This would cover the cost of transport, storage and distribution of the WFP food assistance and the monitoring of its utilisation.  In Phase I it was expected that WFP would provide food aid to the value of USD 0.96 million and an additional USD 107, 000 would be spent on food handling.   

147. Results achieved. To date only 205 mt of WFP food aid has actually been utilized which is only about 9% of the original estimate. This is because of the delay that has occurred in commencing the physical work of watershed development and infrastructure development. The WFP food only started to be used in October 2005. While the quantities are still quite small, it is clear the food aid and food-for-work programmes have made a very big impression on the people.  The in discussing Programme benefits in the field, Programme participants almost universally quoted the food assistance as being one of the most important aspects of the Programme.       
148. Assessment of results achieved.    While the quantities of food used to date are small the impact has been very beneficial. The implementation of the component is therefore assessed as being Very Satisfactory. 
VI.
ACHIEVEMENT OF THE TRIGGER INDICATORS
149. The Trigger Indicators for Phase I are described in Schedule 3 Section C, paragraph 17 of the Loan Agreement and the Mission’s assessment of the progress made in meeting the targets set for each Indicator is provided below.
150. Indicator. The PSU and each ITDA has adequate staff in place, and have developed effective management systems, including a management information system and concurrent evaluation system;
151. Mission’s assessment   Programme Staffing – the Programme has recruited staff in sufficient numbers and broadly in line with the staff allocations proposed for particular units/organizations at Appraisal. In general these staff were found to have appropriate qualifications and were assessed as being competent and committed to achieving the programme’s objectives.  The Mission has however, identified a number of areas in which additional training or an alternative approach to staffing should be taken.  The PD has accepted the Mission’s recommendation on these matters. The Mission is of the opinion that in respect of staffing the trigger indicator has been met. 
152. Management Systems – The Programme Implementation Manual (PIM) laying down the management and financial system was approved by UNOPS and has been adopted.  It provides the guideline for Programme management and implementation and all the basic management procedures to operate the Programme have been established.  The Mission has assessed these procedures and in some areas, particularly financial management and reporting, it believes that it will be necessary to strengthen management capacity if they are to cope with the additional responsibilities and volume of work that will be associated with an expanded programme in Phase II.  The Programme Management has accepted the Mission’s recommendations in this regard and has already taken action to recruit additional qualified financial staff at ITDA and PSU levels and to fund accounting staff within the FNGOs.  It has also agreed to further refine and define management procedures to amend the PIM accordingly to include more detailed guidelines.
153. Management Information System - The PSU has developed functioning home-grown management information and concurrent evaluation systems that enable information flow and reporting – primarily on financial and physical progress – between the FNGO, ITDA and PSU level.  These systems are currently being refined and strengthened through a TA that commenced in August 2006.  The TA is designed to develop an M&E software package comprising three main modules: (i) master database, analysis and planning, (ii) project monitoring; and (iii) impact assessment, together with on- and off-site handholding support at PSU and district levels.
154. Subject to the implementation of the agreements reached above in respect of Programme Management systems, the Mission would consider that the condition set for the Trigger Indicator to have been met. 
155. Indicator.  At least 75% of the VDCs include representatives from marginalized groups that are involved in decision-making;
156. Mission’s Assessment   The selected Programme villages are composed of a very high proportion of tribal people and tribals.  Scheduled caste persons and women together constitute more than 75% of the membership of the VDC, the main decision-making body at community level under OTELP.  This data is verified from the baseline survey and Programme reports and the Mission’s observations would appear to confirm this data. The Mission is of the opinion that in respect of this indicator the target has been achieved. 
157. Indicator.  At least 70% of VDCs have started the planning and implementation of the Programme activities, including management, disbursement of funds, mobilizing voluntary labour contributions, and maintaining all assets created or rehabilitated with Loan proceeds;
158. Mission’s Assessment. At least 70% of VDCs have started the planning and implementation of Programme activities.  Indicators of this include: 
· Over 70% of Village Development and Livelihood Plans (VDLPs) – so-called “micro-plans” – are in the process of being completed or are complete.
· Entry Point Activities have begun in over 70% of the micro-watersheds.
· Voluntary labour contributions are part of Entry Point Activities in over 70% of micro-watersheds.
· Over 70% of VDCs have utilized WFP food grains, under daily wage labour works and this includes deductions for the establishment of maintenance funds.
159. The Mission is therefore of the opinion that in respect of this indicator the target has been achieved.
160. Indicator.    At least 85% of the SHGs and VDCs, including sub-committees, meet on a regular basis;
161. Mission’s Assessment.  The Mission’s assessment of VDCs and SHGs during field visits and its analysis of the data held at District and PSU level confirms that at least 85% of these groups are meeting regularly.
162. The Mission is therefore of the opinion that in respect of this indicator the target has been achieved. 
163. Indicator At least 75% of the Facilitating NGOs have demonstrated the ability to establish and manage effectively the WDTs, and are providing adequate technical support.
164. Assessment.  Twelve Facilitating NGOs (FNGOs) have been recruited and of these 11 are fully operational and working in their designated Programme Blocks and supporting the target communities.  The Mission has met with each of these FNGOs and reviewed their operations in the field.  While in some cases, a high turnover of staff in the WDTs has been experienced, the Mission believes that the FNGOs have demonstrated their ability to establish and manage the WDTs and they are providing adequate technical support.  The Mission therefore considers that the conditions pertaining to this Indicator have been met.
165. Overall Assessment.  It is the opinion of the Mission that the basic requirements of each of the Trigger Indicators have been met and it would recommend that the Programme move to Phase II. 
VII.
PROGRAMME FINANCES

A.
Use of Funds in Phase I

166. At Appraisal, it was expected that total expenditure during the three years of implementation in Phase I would amount to USD 8.9 million (approximately INR 418 million) including the value of WFP food aid and beneficiaries labour – USD 6.934 excluding food aid and beneficiary labour contribution. The PSU financial records show that the total financial expenditure to 6 September 2006 was INR 302.8 million (approximately USD 6.44 million) also not including the value of the food aid or the beneficiaries voluntary labour. Thus it would appear that the expenditure to date is about 93% of the financial expenditure (USD 6.934 million) that was predicted at Appraisal for Phase I.  The breakdown of this expenditure by Loan Category is presented in Table 7 below.
	Table 7 Analysis of Phase I Programme Expenditure by Loan Category

	Loan Category
	Actual Expenditure

	Appraisal Estimate
	Proportion Spent

	
	Rs. Million
	USD (000)
	USD (000)
	%

	I.     Vehicles, Equipment & Materials
	5.7
	120
	419
	29%

	II.    Technical Assistance, contractual 


services, studies and training
	108.6
	2,310
	2,252
	102%

	III.    Investment Fund
	162.5
	3,460
	1,911

	181%

	IV.
Grant Fund
	1.1
	20
	98
	20%

	V.
Credit
	
	
	103
	0%

	VI.
Development Initiatives Fund
	10.8
	230
	768
	30%

	VII.
Salaries and Allowances
	11.9
	250
	1,180
	21%

	VIII.
Other incremental Costs
	2.2
	50
	203
	25%

	Total
	302.8
	6,440
	6,934

	93%


167. The figures presented in Table 7 above show that while Category II – TA and Training was in line with Appraisal estimates; most other Categories have only utilized 20% to 30% of the funds allocated.  However, Category III – Investment Fund - shows an exceptionally high level of “expenditure” - USD 3.46 million, – almost twice as much as was expected at Appraisal.  When Category III is examined in more detail, it shows that most of the “expenditure” was in the first 8 months of 2006. In fact, a large proportion of this money has been disbursed by the PSU to the ITDAs and VDCs in 2006 but most of it is in bank accounts at either the ITDA or VDC level.  While the Mission was not able to obtain detailed information on the amounts of money in these bank account, it did analyse recent Withdrawal Applications and these showed that the amount of funds disbursed under Category III – “Investment Fund” - prior to August 2006 was approximately USD 3.278 million (INR 154.26 million
). The evidence, that was used to prepare the Withdrawal Applications (WAs), was the bank cheques prepared by the PSU for transmitting the funds to the District ITDAs - not the actual utilization of the funds in watershed development work.  It is estimated that of the USD 3.278 million claimed, more than USD 2 million is still in ITDA and VDC bank accounts. If this amount (USD 2 million) is deducted from the USD 3.46 million claimed (in Table 7) to have been spent in Category III we arrive at a more realistic level of expenditure under Category III and for the Programme as a whole.  Under that scenario, financial expenditure to date has only been about 64% of the Appraisal estimate. If the WFP food aid is included in the calculation, the proportion of actual resource utilization falls to around 50% of the Appraisal estimate – (See below for the discussion on use of WFP food aid).

168. The Audit reports for 2004/05 and 2005/06 report actual financial expenditure of Rs. 5,619,292 and Rs. 88,038,961, respectively – or a total of Rs 93,658.253 (USD 1,992,729) to 31 March 2006. 

169. Expenditure by Programme Component.   The PSU has not recorded expenditure by Programme Component throughout the entire Programme period and figures are currently only available for the financial year 2005-06.  The budget figures and actual expenditure for 2005-06 are presented in Table 8 below.
	Table 8    Cost and Expenditure by Programme Component. 2005 to 2007

	Component
	Appraisal Phase I
	Budget 2005/6
	Expenditure 2005/6
	Budget 2006/7

	
	(Rs. Million)
	(Rs. Million)
	(Rs. Million)
	(Rs. Million)

	Capacity Building
	57.86
	12.37
	10.12
	48.50

	Livelihoods
	193.59
	68.42
	71.56
	504.23


	Programme Management
	84.83
	8.85
	11.49
	20.95

	DIF
	36.10
	11.00
	10.74
	70.00

	Support for Policy
	41.08
	1.00
	0.33
	4.50

	Food Handling
	5.03
	0.60
	0.04
	2.00

	Total
	418.49
	102.24
	104.24
	648.18 


170. Again the stand-out item is the “Livelihoods” Component which includes the Investment Fund and if the amount budgeted for 2006/07 was actually spent it would imply that the Component would have used nearly three times the Appraisal estimate for Phase I. In the opinion of the Mission, nowhere near the budget amount will actually be spent in 2006/07 – even though much of the money is already sitting in the ITDA and VDC bank accounts and this is a matter of considerable concern.
B.
Funding by Programme Partners
171. OTELP is financed by; the GoO; IFAD; DFID; WFP and the beneficiaries.  At Appraisal it was estimated that in Phase I a total of USD 8.9 million would be spent and of this IFAD would provide USD 1.57 million; DFID would provide USD 3.18 million; WFP would provide USD 960,000; the GoO would provide USD 2.9 million; and the beneficiaries USD 245,000.  In practice the Government has not been able to access any funds from DFID due to difficulties in finalizing the necessary documentation.  IFAD has disbursed USD 1,755,000 including the initial advance of USD 1 million to the Special Account – (See Annex 9 - Status of Loan Funds & Historic Transactions - for details of the IFAD Loan Account and reimbursements made in respect of Withdrawal Applications 1 to 4). To date only 205 mt of WFP food aid has been used which is about 9% of the original estimate. While the Government’s contribution currently appears to be very high, this will eventually come down when DFID funds become available and the Government’s expenditure is reimbursed. Table 9 below summarizes the current situation. However, it is anticipated that a large proportion of the Government’s contribution of USD 4.685 million will eventually be reimbursed by IFAD and DFID when the conditions on the disbursement of funds have been met.  Once that has happened, IFAD’s contribution will increase to USD 1.84 million and DFID’s contribution should be USD 4.28 million and this would bring the Government’s contribution down to USD 320,000.   
	Table 9    Financial Contributions Phase I – Projected and Actual to Date

	Financier
	Appraisal estimate
	Actual 
	Actual /Appraisal

	
	(USD 000)
	%
	(USD 000)
	%
	%

	Government
	2,940
	33
	    4,685

	71
	159

	IFAD
	1,574
	18
	    1,755
	27
	111

	DFID
	3,183
	35
	    0
	0
	0

	WFP
	960
	11
	        89
	1
	9

	Beneficiaries
	245
	3
	    93

	1
	38

	Total
	8,902
	100
	   6,622
	100
	74


172. WFP’s assistance is provided as “food for work”, the daily allocation per household being 2.5 kg of rice and 0.2 kg of pulses.  WFP has earmarked 18,520 mt of rice and 1,480 mt of pulses to OTELP over the period April 2003 to March 2008 but to date only 190.76 mt of rice and 15.23 mt of pulses has been utilized.  However, it should be noted that where ever WFP assistance has been provided in OTELP it is the element of the development package that village communities most appreciate.  However there must be some concern that, due to the delays in programme start-up, it may not be possible to fully utilize OTELP’s allocation by March 2008, and as it is also not possible to carry-over any unused food aid past this date, the continuation of this assistance beyond March 2008 is subject to further negotiation between WFP and the GoI. The food aid currently allocated is sufficient to provide for over 7.3 million person days of food for work. PSU will need to plan carefully to make effective use of this very important resource.
173. DFID’s assistance is also time bound. DFID has already approved an amount of £ 7.9 million (equivalent to USD 14.8 million) to be disbursed through IFAD, based on the eligible expenditure being financed 70% by DFID and 30% by IFAD.  To date none of these funds have been disbursed because of the late approval of a separate IFAD-GOI Financing Agreement requested by Ministry of Finance. DFID assistance is also time bound and should be utilized by March 2010.  Any DFID funding of OTELP after March 2010 is also subject to further negotiations between DFID and the GoI.  With Phase II scheduled to be implemented over a 4 year period from 2007 to 2010, DFID funding for Phase II would appear to be secure for at least three of the programme years.
VIII.
CROSSCUTTING ISSUES
A.
Gender Issues
174. At Appraisal, it was expected that OTELP would have a gender strategy and a road map would be established to guide the actions of OTELP towards a gender balanced approach to development.   However, to date, this has not been established.  Very few women have been recruited to fill positions in the PSU, OTELP-ITDA and Watershed Development Teams (WDT) and no gender sensitization programmes have been introduced in Phase I.
175. While women are well represented in the membership of VDCs, their participation in VDC leadership and decision-making is a matter of concern, particularly in relation to the need to include women’s interests in the micro-planning process. FNGOs have not given sufficient attention to supporting women to gain positions of influence in the VDCs.  As local/tribal languages are not used in training programmes for capacity building it is particularly difficult for women, because of their inability to understand the Oriya language. (See Annex 2 for a detailed assessment of gender as a crosscutting issue).
176. Assessment of results achieved.  The Phase I programme has done little to address the questions on gender raised at Appraisal and the results achieved are assessed as Less than Satisfactory.
177. Recommendations for Phase II.  In Phase II much more needs to be done to identify and specifically to address gender issues in the context of OTELP’s overall implementation. This will be done by engaging technical assistance to develop the following through a consultative process:
· A gender mainstreaming strategy and action plan for OTELP

· A gender sensitization strategy and plan 

· Designing gender balanced staffing norms, recruitment and other enabling HR policies from a gender perspective
· Building into the M&E system and Programme reporting, specific indicators of Programme success on gender mainstreaming in Programme implementation.
B.
Equity Issues
178. In the selection of blocks and watersheds, it appears that OTELP is being very well targeted at very poor areas, in which a high proportion of the population is made up of scheduled tribes.  However, within the selected areas, landlessness is possibly the key determinant of household poverty and the main equity issue is how to get land to the landless, and if that is not possible how to target the landless with income generating activities.  The baseline survey and micro-planning have identified landless households as a special category. While some work is being done on landlessness by a few FNGOs with a special interest in land rights, to date OTELP has not done enough to address this fundamental equity issue.   Presently, the problems of landless households and the very poor have mainly been addressed by OTELP through: (i) paid daily labour; and, (ii) financial support for small income generating activities. The actual labour participation of landless households has not been specially monitored although the overall picture is that OTELP has provided a substantial amount of paid labour in these poor communities and in principle it is targeting the landless and the very poor in allocating paid labour.  To date the promotion of small income generating activities is still in its infancy and the impact on poverty is not really measurable although activities such as vegetable production are looking promising.
179. In order to really address the question of equity, Phase II must focus much more on achieving actual land allotment for landless households. Reducing landlessness needs to be a major focus of the planning process (VDLPs) – not just physical work on watersheds.  In addition specific budget allocations need to be made for resource poor households, and plans should specifically ensure that they get preferential allotment of paid work and preferential access to “off-farm” income generating activities. Reducing landlessness should be a major objective of OTELP and it should be a Trigger Indicator for the financing of Phase III.
B.
Impact on Extreme Poverty and Vulnerability
180. Evidence from the field suggests that there are a number of households in every village who are very poor and vulnerable as a result of destitution, old age, chronic illness, disability or from being single mothers burdened with young children. The chronic poverty of these individuals or households is often compounded by the lack of ownership of productive assets such as homestead or agricultural land. These households tend to face multiple and overlapping disadvantages. Many of them are unable to take advantage of the growth opportunities offered by the Programme. The community is well aware of and is empathetic towards these individuals; it does what it can to help them. Unlike landless households, these individuals or households are currently not specifically identified as part of the baseline survey or micro planning process. Nor are they targeted in village development plans.
181. In Phase II these vulnerable groups will be specifically identified in the planning process and the nature of their poverty will be defined and possibly solutions will be proposed in the context of the VDLP.  In particular, the Programme will focus on ensuring that these households and individuals do get access to the existing government programmes to which they are entitled – (such as old age and widow pensions, subsidized food rations, etc.).  In addition the FNGOs will be expected to promote community-based support mechanisms and finally, direct support from OTELP should not be ruled out – provided it is designed to support sustainable income generating activities and/or community based mechanisms.  

IX.
LESSONS LEARNED FROM PHASE I
182. There have been many lessons learned from the implementation of OTELP Phase I, and the most important of these are summarized as follows:
· With very complex programmes like OTELP, it is essential for UNOPS and IFAD to ensure that there is an appropriate start-up workshop immediately after the Loan becomes effective in order to explain: (a) the conceptual framework of the programme; (b) the detail contained in the Appraisal Report; (c) the government’s obligations under the Loan Agreement; and (d) the procedures for withdrawing funds from the Loan Account. Failure to have an appropriate start-up workshop has caused major problems and delays in the implementation of OTELP. 

·  Very complex programmes such as OTELP need close and regular supervision. One full Supervision Mission by the Cooperating Institution in 3 years is not sufficient to ensure programme implementation will meet the programme design objective or operate in accordance with the provisions of the Loan Agreement.

· It is the responsibility of the Cooperating Institution to ensure that the conditions for disbursement established in the Loan Agreement are met prior to requesting IFAD to disburse the loan funds – did not happen in the case of OTELP.

· The Implementation Manual was a missed opportunity to simplify operational modalities and rectify contradictions in design documents. A revision of the current Implementation Manual is needed.

· The commencements of programmes that are financed by more than one international donor are often delayed if sufficient attention is not given to finalizing the agreements between all the parties.

· The main lesson learned for OTELP in Phase I was that Government and the NGO community can form productive relationships in community development – even in the very difficult development conditions that exist in the Programme area.  The main needs are for: good will; flexibility; and an understanding and acceptance of each side’s constraints and advantages.  Personal relationships are very important and need to be cultivated.   
·   Without the necessary attention being given to capacity building, management at all levels may be inadequate to achieve efficient and effective implementation and where grassroots institutions are involved the sustainability of the development action may be undermined.  While Capacity Building for communities is vital to project success, capacity building for the project management team is just as important. 
· Capacity building holds the key to sustainability, equity and empowerment: It is important that sufficient time and effort be devoted to building up the capacities of villages in the areas of project management, organisation, accountability and documentation in order to ensure transparency, equity and ownership  
· Participatory outcomes require participatory delivery systems: OTELP has been premised on participatory processes to achieve poverty reduction. However, unless such dynamics imbue the entire mechanism of service delivery, management and coordination, it would not be possible to sustain a genuine devolution of decision making and empowerment which essentially is the essence of participation.
· Poverty reduction requires synergistic collaborative arrangements: Given the complex nature of poverty and its underlying causes, its amelioration and eventual eradication is only possible if agencies (in the public, private and civil society sectors) with complementary strengths and sharing the same objectives come together in a spirit of genuine partnership and mutual support. It is necessary to build trust, resolve differences and address the legitimate demands of all partners.  This aspect is often a casualty in large-scale budget and time driven programmes such as OTELP.

· Sustainability is only possible if ‘development with equity’ is ensured: The strength of tribal communities is their strong sense of justice and equality. It is therefore necessary to ensure that all members of the community should see themselves as benefiting from the Programme if social harmony is to be strengthened and Programme-financed community assets are to be maintained in the post-project period.

· Sustainable watershed development requires a ridge-to valley approach: This is necessary to protect down stream structures as well as to ensure a more equitable distribution of the benefits of conservation and regeneration measures. It is the poorer members of the community that have lands in the upper reaches and treating these lands first not only builds their trust in the Programme but also ensures that they benefit first from watershed measures.  
· Demystification of technology: If villagers are to master and own the project, the technical intricacies of watershed management should be demystified and villagers thoroughly trained in the principles underlying the various treatments proposed to be undertaken as well as in the practice of implementing them. Indigenous technology should be adopted:- to the greatest extent possible; wherever feasible; and, where they have a comparative advantage over conventional approaches. This validates the wisdom, heritage and technical prowess of the community and instils a sense of pride, self-confidence and ownership of the project.

· Women hold the key to sustainability of treated watersheds and regenerated forests:  Since women undertake the bulk of agricultural operations and NTFP collection, involving them as decision makers (and not merely as labourers) with preference given to their priorities, choice of technology, tree and crop species would ensure that after the project they would have a stake in the maintenance of created assets.  More importantly, they need an incentive to encourage their children, the next generation of resources users to become careful managers of the resources they inherit from their parents.  

· Support from senior leadership in government is a vital ingredient of programme success – OTELP is very fortunate to have a very high level of support and commitment from senior levels of the GoO. 

· As marginalized, poor communities are inherently suspicious of government, it is essential that Programme agencies demonstrate their commitment and their sincerity in order to obtain wholehearted acceptance of Programme initiatives.  To its credit, OTELP appears to have achieved this to a very large degree.
· Financial Management.  The government system of accounting uses single entry bookkeeping, and it is therefore difficult to introduce a mercantile system of accounting (double entry bookkeeping – required by IFAD) into a public sector project.  It is therefore important to ensure that trained personnel familiar with the system are recruited and are in place from the start of the project.

· A project which seeks to build the capacity of grassroots institutions in financial management must ensure that the project authorities at the top and intermediate levels have sufficient capacity to manage the process. 

· It is very important to separate the financial management function from procurement and general administration in order to avoid conflicts of interest.
· The PIM should be a more comprehensive document that contains all the operational manuals and guidelines necessary for project implementers at all levels to effectively fulfil their responsibilities. 
· MIS should be established at the commencement of the Programme and the flow of financial information should be fully integrated with information on the physical progress in programme implementation.  In the case of OTELP, the delay that occurred in recruiting the MIS/M&E consultants has severe hampered the PSU’s ability to report on the physical and financial progress of the Programme.  
· Over-financing a project can be just as harmful as under-financing.  It is necessary to insulate the project from pressures for excessive disbursement – designed to create the illusion of progress.

· A process-oriented programme will initially be slow-disbursing, while the systems and procedures are being put in place. It is important for donors and borrowers to accept this fact and do not press so hard that the procedures are neglected and become shortcuts to system failure.

· Capacity building in financial management should not be initiated without first preparing registers, formats and manuals. Such training should be practical and done on-the-job.

· Where funds are set-up for operation at the level of the community, it is necessary to have detailed guidelines on their purposes and modalities before the community accesses the money.

· Withdrawal applications need to be properly scrutinised to ensure that these represent actual expenditure and not just the transfer of funds between bank accounts.

· There should be effective monitoring of compliance with reporting and auditing requirements.
· In a programme with flexible lending and a process approach, the date of effectiveness may not be an appropriate reference point for deciding the timing of events such as MTR. The proportion of funds disbursed (e.g. 70%) could be a better reference point for initiating a MTR.
X.
PROPOSALS FOR PHASE II
A.
Proposed Approach
183. OTELP had a very difficult beginning and it was not until the final 18 months of Phase I that it was really in a position to make any genuine progress in delivering effective implementation.  Because of the initial delays, the Programme and particularly the PSU, has been under very heavy pressure from the Government and donors to deliver quick results and this has resulted in a number of short-cuts being taken with the implementation procedures.  In particular, insufficient attention has been given to the details of capacity building and the need to develop comprehensive, standardized implementation procedures that will facilitate the delivery of development that is of a consistently high quality.
184. The approach taken in implementing Phase I has been to adopt the Government’s standard approach to watershed development and accept the norms of the MoRD guidelines in funding Programme activities.  However, OTELP was never designed to be a “standard watershed development project” and the “standard approach” that was applied in Phase I has not been delivering the results the GoI, GoO and the donors were anticipating at the time of OTELP’s inception.  However, the Mission does acknowledge that insufficient guidance was provided to the PSU when these procedures were being established and much was achieved under very difficult circumstances during the latter part of Phase I.  The Mission also believes that where there were deficiencies in Phase I, that result from short-cutting or simply not following the basic design proposals presented in the Appraisal Report.  The Mission firmly believes that the basic design of OTELP, as presented in the Appraisal Report, is still valid and the approach to Phase II should be to continue to follow this design.  The PSU and all levels of programme implementation need to revisit the Appraisal Report in order to better understand the conceptual framework originally proposed for OTELP. They also need to recognize that it will be impossible to deliver the desired results without attending to the details of the implementation activities contained in the Appraisal Report.
185. The last six months have been a period of very intensive review for OTELP, even before the Phase I Review actually commenced, and the Mission believes that the PD and the PSU now have a very complete understanding of what is necessary to bring OTELP back on track and focus on achieving its original objectives.  In particular it appreciates the PD’s proactive approach to initiating the changes necessary and it is confident that OTELP is poised to launch into what should become a very successful Phase II.  However, the amount of groundwork that will be necessary should not be underestimated.  It is vitally important that the PSU has a period of at least 6 months to overhaul all its administrative procedures and financial management before taking-up additional blocks in the Phase I districts and the taking on of additional districts should only start in 2008.

186. In terms of the resources that should be allocated to Phase II, taking into consideration the problems created in Phase I by trying to disburse too much money in too short a time, the Mission believes that the total resources allocated to Phase II should be limited to USD 30 million.  In the event that these funds were fully and effectively utilized in less than the 4 years proposed for Phase II, the Phase II Review should be brought forward and Phase III should commence earlier.
B.
Programme Phasing 

187. While a lot was achieved in improving the approach to implementation during the last year of Phase I, there is still much that needs to be done in order to ensure that Phase II can achieve the Programme objectives.  In particular the financial management system needs to be completely overhauled and upgraded before any attempt is made to expand the Programme’s operations to new blocks or new districts.  For this reason the Mission is recommending that the period up to June 2007 be devoted to establishing: (i) a fully effective and adequately staffed financial management system at PSU, ITDA, VDC and FNGO levels; (ii) a fully operational M&E and MIS system; and (iii) an approved strategy for capacity building at all levels. Once these upgraded systems are in place, work should commence on the 8 additional blocks to be developed within the existing Programme districts. IFAD has further proposed that the three additional districts to be supported in Phase II should be introduced in a phased manner, with one new district to commence in April 2008 and the remaining two districts to be introduced in 2009. Table 10 below presents the revised phasing and its implications for the completion of the programme.
Table 10:  Revised Phasing of Programme Activities from Phase II

	
	Phase I
	Phase II
	Phase III
	

	
	PY1
	2
	3
	4
	5
	6
	7
	8
	9
	10
	Total

	Entry of  new districts
	4
	-
	-
	
	1
	2
	-
	-
	-
	-
	7

	Entry of new blocks
	
	6
	4
	8
	4
	8
	-
	-
	-
	-
	30

	Entry of new w/ sheds 
	
	78
	42
	48
	96
	80
	32
	-
	-
	-
	376

	No. of active watersheds 
	
	
	100
	136
	168
	264
	244
	240
	208
	112
	(32)


	No. of villages (3/WS) (cumulative)
	
	
	396
	492
	780
	1020
	1116
	
	
	
	1116


188. The Mission believes that this phased approach is necessary for the Programme to consolidate its improved management practices. While this may result in lower disbursements in 2007, once implementation capacity has been improved, it will greatly increase the rate of disbursement and ensure that Phase II development targets are met. It should also ensure that the quality of implementation is improved and the impact of the Programme is greater.
189. As each new block enters the Programme the first 12 months would be spent on carrying out the baseline survey, forming the SHGs and VDC and in completing the agreed capacity building programme at all levels within the block but especially the basic organizational and financial management training and the establishment of group savings and credit. The PRA would be part of this process and the prelude to commencing the preparation of VDLPs.  While funds would be provided though FNGOs to carryout Entry Point Activities (EPAs,) the Mission is recommending that no Programme funds should be disbursed to VDCs and SHGs until the agreed programme of capacity building has been completed and the FNGO has assessed the group/committee as being capable of managing the funds and a MoU has been signed between the group/committee and the ITDA.  It is expected that physical development of watersheds and community infrastructure will only commence after this preliminary year of capacity building and planning.                   
C.
Programme Structure
190. It is proposed that the basic component structure as presented in the Appraisal Report should be retained in Phase II but greater attention should be paid to the details of the design.  Therefore Phase II would consist of the following components and sub-components:

· Capacity Building for Empowerment
· Capacity Building for Communities

· Capacity Building for Support Agencies   
· Livelihood Enhancement
· Land and Water Management
· Participatory Forest Management
· Agriculture and Horticulture Development
· Livestock and Aquaculture Production
· Rural Financial Services
· Community Infrastructure
· Support for Policy Initiatives
· Development Initiatives Fund
· Programme Management
Food Handling

191. These Components are described in the following sections and details on their costs and implementation arrangements are presented in the relevant Annexes. 

XI.
PHASE II COMPONENTS AND IMPLEMENTATION ARRANGEMENTS

A.
Component 1 
Capacity Building for Empowerment (Base cost USD 4.3 million)
Capacity Building for Communities.  (Base Cost USD 3.1 million)

192. In Phase II, OTELP would return to the basic design concepts presented in the Appraisal Report.  The main focus will be on community empowerment as the means to effectively deliver all programme activities.  Capacity building will become the basis of the development process – not simply an add-on to the watershed development process.  The capacity building at CBO levels will emphasise: management of organisations; group processes; bookkeeping and management of funds; and, project planning and setting priorities.  This training is designed to establish a critical foundation for absorbing and applying technical training on watersheds and livelihoods.  In Phase II the capacity building and community empowerment must also be done before any attempt is made to implement the other development activities.  Communities will not be provided with development funds until it can be shown that their organizations have the capacity to effectively manage them. Procedures will be put in place to measure the operational effectiveness of CBOs and funds will only be provided to those groups that have been sanctioned as implementers of a particular Programme activity.

193. At the commencement of Phase II a comprehensive Capacity Building Strategy for CBOs will be prepared by the RNGO PRADAN working in close consultation with the FNGOs, ITDAs and the PSU.  The strategy will be endorsed by all concerned and training modules and teaching material will be prepared for each  of the required aspects of capacity building for:- SHGs, VDC/VDA, specific User Groups.  Specific attention will be given to financial management, bookkeeping, reporting and auditing related to group savings and credit and accountability in the use of Programme funds.  In addition, specific modules will be prepared and implemented on the following crosscutting issues: - gender sensitivity; conflict resolution; civil rights and legal entitlements of tribal communities. The strategy will establish sets of training to be undertaken by each type of CBO.   The PSU, in consultation with PRADAN and the FNGOs, will prepare detailed cost estimates for the implementation of the Strategy throughout Phase II.  The Capacity Building Strategy together with the associated cost estimates should be finalized within 60 days of the commencement of Phase II
194. The Strategy will establish minimum levels of training to be achieved before any group may access OTELP’s development funds.  The ITDAs will be responsible for ensuring that these standards are adhered to before funds are disbursed to a particular group.  The M&E system will track the training programmes undertaken; the graduation of the groups and the quality of their ongoing operations will be assessed annually. Data collected will include the type of training and the number of participants analysed by gender and social status.
195. PRADAN will be charged with the responsibility of: training the trainers in the FNGOs to deliver the programme.  It will also be required to monitor the results; assert quality control; and fine tune the training methodology where necessary
196. The details of capacity building for communities in Phase II and their costs are presented in Annexes 1 and 2.
197. Given the problems experienced with capacity building of communities in Phase I and recognizing the need to address these problems before the PSU takes on additional responsibilities in Phase II, it is proposed that the PSU initially focuses its attention on bringing the existing VDCs and SHGs up to an acceptable standard before starting work on any additional blocks in Phase II.  This will involve making a thorough assessment of the capacity and operational effectiveness of all the Phase I SHGs, VDC/VDAs, and VSSs.  This assessment should be carried out in each district by a team that includes a representative from each of the FNGO’s, a representative from the PRADAN, the PSU, and the ITDA.  This assessment would identify procedural problems, capacity weakness and training needs to bring the group up to an acceptable level of operational efficiency.  Each group would be systematically rated against an agreed set of criteria and a capacity building plan, together with a schedule for its implementation, would be prepared by the team.  Summary plans would be prepared at watershed, block and District level and presented to the PD for approval.  The Mission recommends the PD should have approved the Capacity Building Plan for the existing CBOs in the District and the FNGOs should have commenced implementing it before that District commences the work on any new blocks.
198. To do this will require additional resources to be allocated to capacity building and the capacity of FNGOs will need to be considerably strengthened in order to deliver the programme effectively. These measures and the basis of the indicative costing are discussed in the following section.
Capacity Building for Support Agencies   (Base cost USD 1.2 million)
199. A feature of the Phase I implementation has been the lack of capacity within the Support Agencies that were expected to build the capacity of Programme communities. The adoption of the MoRM guidelines meant that FNGOs only had minimal funds to carryout capacity building activities at community level. The low salary norms established under FNGO contracts meant that the WDT were not paid sufficient and as a result there was high staff turnover and with it a lowering of capacity. Again the mix of staff that the FNGOs were required to recruit generally did not cover the disciplines necessary to strengthen the capacity of VDC and SHGs to “manage” their organizations, manage their funds and manage the development processes.  Due to the limitations on funding, FNGO were also unable to provide sufficient transport to WDTs to effectively cover a large number of scattered villages.
200. On top of these financial and physical constraints in Phase I, OTELP only provided minimal amounts of training to the FNGO and ITDA teams and much of this training was of a very general nature.  The Capacity Building Strategy discussed under the Capacity Building of Communities above will also address the capacity building needs of the FNGOs and ITDAs and in addition the Phase II Programme must also address the financial and physical constraint that the FNGOs faced in Phase I.  This will involve the recruitment of additional staff covering a broader range of disciplines and specifically addressing the issues of group formation and empowerment, financial management and micro-finance.  Additional funding will be provided to ensure adequate transport is available (and is used) at both FNGO and ITDA levels.  Salaries and/or allowances at both ITDA and FNGO levels will be increased in order to retain existing staff and attract higher quality new and/or additional staff
.  However, along with these additional inputs will come a greater level of accountability for meeting the Programme’s objectives.  Planning will be improved, targets will be established within revised contractual arrangements and monitoring systems will be put in place to measure quality as well as quantity of output from the FNGOs under those contracts.  .
201. Each FNGO team will be strengthened with the addition of the following staff:- a Field Coordinator; a Finance and Accounting Specialist; a Micro-finance/Micro-enterprise Specialist; a Gender Specialist; and,  a Livestock Specialist.  TA must be provided in order to continually upgrade FNGO’s operational capacity and a comprehensive programme for training the WDT members as trainers will be introduced.
B.
Component 2   Livelihood Enhancement
Land and Water Management   (Base cost USD 14 million)
202. In Phase II, planning for the Land and Water Management Sub-component will revert to the processes agreed to in the Loan Agreement and, VDLP preparation in Phase II will be done at the level of the natural village.  This will also be the level to which Programme funds are disbursed and at which they are used and accounted for.  Choices on investments must be made at the village level but watershed interventions would be coordinated at the watershed level. 

203. In Phase I insufficient attention was given to addressing the land issues affecting the participating communities.  In Phase II these matters will be the focus of attention throughout the development process and will start with the preparation of the baseline survey which will define the problem. The VDLP will be used as the design document that identifies the land problems, proposes solutions and sets targets and schedules for resolving the problems.  Each VDLP should include a specific section on landlessness, identifying the households that are landless and which ones it will be possible to provide land titles to.  For those households for which it is not possible to provide land titles immediately, the VDLP must provide a specific livelihood strategy. In the case where the VDLP proposes major investments in irrigation that results in a few individuals receiving substantial benefits, approval of OTELP funding would be subject to some form of land rationalization/reallocation that includes the landless.  In Phase II the M&E system will focus on measuring the Programme’s success in reducing landlessness. 
204. The matter of land rationalization was highlighted by the Chief Secretary in his summing-up of the Wrap-up Meeting, when he said “as regards addressing land issues, an attempt should be made at least in one ITDA on a pilot basis to get the survey and settlement done with the help of concerned Revenue Officials. The TA fund of DFID may be utilised for the purpose. This pilot work would help the govt. to operationalise the Land Administration Project in a more comprehensive way”.  Phase II will support the Chief Secretary’s approach.  The proposed pilot work should be initiated as soon as possible so the process is in place and ready to be applied in the new blocks and districts during Phase II.      
205. For Phase II the guidelines for the preparation of VDLPs will be revised and updated and a uniform process will be applied in all districts, blocks and watersheds. The documentation will be simplified but VDLPs must clearly articulate the community’s development priorities. Each VDLP will consist of 2 parts: (i) a brief (10 page) Summary and Overview in Oriya; and, (ii) a comprehensive proposal consisting of detailed plans of work and cost estimates in a format that can be accorded a one-time sanction.  Based on the new guidelines, an operational manual will be prepared and all concerned will be trained in its use. It is proposed that the development of the revised planning process will be supported by an NGO that is currently applying participatory planning methodology.  These new guidelines must be in place and the concerned FNGO WDT members must have received the requisite training prior to commencing the preparation of any new VDLPs in the new blocks entering the Programme in Phase II.  No VDLPs should be prepared in any Programme village until the agreed programme of capacity building (discussed above in Capacity Building Communities) has been implemented in the village concerned.  
206. The VDLP and the budget and schedule for its implementation will be approved by a committee at district level chaired by PA ITDA and including representatives from each of the FNGOs and the concerned technical experts of the ITDA and line agencies.  Once a VDLP has been approved, summary information on the works to be implemented together with cost estimates and phasing will be marked on the village map that is displayed in a public place in each of the villages in the micro-watersheds.  The VDLP will not be static documents and will be reviewed with the community every 6 months and be refined to meet their actual requirements – the District level committee will be informed of any changes made and any changes to the budget will require approval.
207. In Phase II, greater attention must be given to improving the technical capacity in watershed management at all levels:- households; Village Volunteers, the WDTs and the ITDAs.  An agency or a consultant with recognized expertise will be contracted to assist the PSU to develop an outcomes based capacity building programme together with all necessary training modules – including all training manuals and extension materials
.   This capacity building capability must be in place before commencing Land and Water Management activities in the new blocks and districts in Phase II.
208. In the latter part of Phase I, large amounts of money were disbursed to the VDC even before the VDLPs had been approved and the necessary financial management capacity had been developed in the committees.  In addition, none of the VDC had established the necessary Social and Financial Audit Sub-Committee that had been set as a condition of disbursement in the Loan Agreement. In order to avoid any reoccurrence of this situation in Phase II, prior to providing any funds to a VDC for watershed development activities, the PA ITDA must provide written certification to the PD that the VDC concerned has formed the required Sub-committee and that the members of the Sub-committee have received the requisite training and have the capacity to manage the funds to be provided.  In addition, as a general principle, no further funds should be provided to the existing VDCs for watershed development work until explicit standardized rules and regulations governing the control, management, use, accounting and auditing of these funds have been prepared by the PSU and adopted by all concerned ITDAs and VDCs.
209. During Phase II, it is expected that an additional three districts, 20 blocks and 240 micro-watersheds will enter the programme. This will involve an area of approximately 120,000 ha of agricultural lands and non-forested wasteland.  In addition it will involve approximately 60,000 ha of forest land.  The development model is based on a watershed of 500 ha of which 485 ha is considered to be treatable and 265 ha will actually receive some form of treatment. Treatment will include: bunding and repairs to bunding; development of ponds/water bodies; gully plugging; mechanical filters; minor irrigation works including diversion weirs with distribution systems.  Each watershed is expected to require a 5 year development period with the first year being devoted to capacity building and planning.     For budgetary purposes in Phase II, the per hectare cost for land and water conservation measures as well as water harvesting structures (small irrigation systems and ponds) has been increased to Rs. 9,500/ha. Details of the cost structure and the procedures to be adopted are present in Annex 3.
Participatory Forest Management   (Base cost USD 2.2 million)
210. With the introduction of an additional 240 watersheds in Phase II, it is expected that this will involve an additional 60,000 ha of forest land being introduced into the Programme.  Since IFAD has agreed to adopt a modified JFM approach to the forest management activities under the programme, the Forest Department (FD) is a crucial player in the implementation of the Sub-component and it will be important to ensure that all FD staff at district level fully understand the Programme and are supportive of it. The Chief Secretary in summing up the Review’s finding highlights this by stating that:- the field functionaries of Forest Department and other line departments should be properly oriented to support implementation of OTELP and should be facilitated to play a major role in ensuring effective community mobilisation and smooth implementation of other activities under the programme.  At the same meeting, it was agreed that the Secretary of the Department of Forests should issue an unequivocal instruction to the effect that the OTELP, by virtue of its objectives, does not attract the provisions of the Forest Conservation Act, 1980 and FD functionaries at block level should be actively involved with achieving the objectives of OTELP and assisting the FNGOs and the communities in the preparation of a Forest Micro-Development Plan for each Programme micro-watershed. Once this instruction is issued, the PSU together with a senior official of the State level Department of Forests should conduct a series of district level workshops involving: all District and Block level FD staff; ITDA staff; FNGOs; and representatives from each VDC to fully explain operational modalities and establish indicative implementation schedules for the Sub-component in each VDC.
211. In Phase I, the capacity building aspect of the of the PFM subcomponent was not properly addressed and in Phase II it will be essential to develop a comprehensive training and capacity building strategy that includes content, expected outcomes, training methods, resource agencies involved and training days to be provided in each subject. The sequencing of trainings should be linked to achieving specific outcomes at various points in the Programme’s life cycle.  Associated with the development of the strategy, a Manual for Participatory Forest Regeneration and Conservation should also be prepared and include guidelines and formats on how to develop Forest Micro-Development Plans. It would be necessary to hire consultants to develop the strategy and training manual and they should be recruited as soon as possible in order to complete the task by June 2007.   Provision should also be made to develop software to track and monitor progress as well as impacts of works undertaken. Ideally this could also be linked to a GIS platform.
212. The Mission has recommended that the DFID TA facility should be used to finance a number of specialized studies including: (a) a study of JFM and PFM and the ways the Programme can benefit from and apply the best principles contained in each system; (b) a study on multiple use forest regeneration models; and, (c) methods of enriching forests with NFTP species.  The PSU will engage specialized agencies to undertake these studies during the course of Phase II.
213. It is proposed that 120 watersheds from Phase I would enter the programme during 2006; 120 from Phase II would enter in 2008 and a further 120 watersheds in 2009. In each watershed, 60 ha of forest land would be treated and another 140 ha would be protected through social fencing and closure. The period for developing each area is expected to be 4 years, commencing with the development and approval of a Forest Micro-plan and the establishment of village nurseries in the first year. The average cost of the intervention, including the cost of nurseries and establishment and maintenance of tree plantations, is expected to be Rs. 7,000/ha
, Rs. 420,000 per watershed (for the 60 ha of treated area in each watershed).  Details of the interventions, their cost and phasing are presented in Annex 5.  
214. In regard to the communities’ contribution to the development, it is Government policy that STs/STs make a voluntary contribution of 5% of the cost and other people contribute 10%, however, the Mission recommends that no deductions should be made from landless labourers or indigent, elderly people who are largely dependent on labour or charity for sustenance. Moreover, attempts should be made to employ such vulnerable people in tasks that are within their capacity such as carrying water, nursery raising, tree planting and protecting plantations.
Agricultural/Horticultural Development (Base cost USD 0.6 million) 
215. In Phase II, improvements in agricultural productivity will continue to be promoted through training and demonstrations and the introduction of new and improved varieties. The strategic goal would be to increase food security and then to improve incomes. The activities that proved to be successful in Phase I would be given special attention – particularly the production and marketing of garden vegetables and the work of the MS Swaminathan Research Foundation (MSSRF) on ragi.  Additional attention would be given to improving all forms of subsistence production.  

216. Although quite successful in Phase I, the agricultural and horticultural activities suffered somewhat through not having a comprehensive and coherent implementation strategy that operated across all blocks and districts. This issue would be addressed at the start of Phase II by engaging consultants to develop integrated packages for agricultural and horticulture development activities designed to meet the requirements of particular production systems:- (i) rainfed; (ii) irrigated; (iii) heavily sloping hill country; and (iv) lowland agriculture.  Specific programmes must be developed for the landless and the marginal landed households.  The consultants would prepare or assemble all the necessary training and extension materials and carry out and introduce the strategy to the ITDAs and FNGO through a series of training programmes at District level. The FNGOs and the ITDAs would then be expected to deliver the training within the Programme communities and establish and supervise practical demonstrations in each village or watershed.  Funds would be available for the purchase of the initial stocks of seed and small items of equipment to be used for demonstration purposes.  The M&E system would be upgraded to monitor the levels of training being provided by the FNGOs and they will be held accountable for delivering the agreed packages to the communities.
.

217. In Phase II greater emphasis will be placed on capacity building and the FNGOs will be provided with the funds necessary to carryout training and to arrange exposure visits to the sites of successful demonstrations and/or agricultural and horticulture production areas. 
218. A very positive feature of the Phase I programme has been the linkages established with research facilities such as ICRISAT, CTCRI and MSSRF.  This work will continue to be strongly promoted during Phase II and where their research programmes are currently confined to one or two districts funds would be available to expand them to all/most districts.  The PSU would be responsible for insuring that any successful research findings are systematically introduced into the agriculture and horticulture extension programmes and research sites would be regularly used for training and demonstration purposes.
219. Given the importance of marketing and the success of MART’s intervention in Phase I, their contract will be expanded in Phase II to include all village production and marketing opportunities (including vegetable marketing) and their marketing advice and support should eventually be provided throughout the entire Phase II Programme area.
220. Little was achieved in respect of Podu conversion during Phase I but this issue will be addressed in Phase II.  The PSU will investigate the possibility of using food assistance to compensate for the loss of food production that occurs when traditional Podu cultivators convert to tree-crops. 
Livestock and Aquaculture Production    (Base cost USD 0.4 million)
221. Very little was achieved in Livestock and Aquaculture production in Phase I.   In Phase II it is proposed that the main emphasis would be on livestock disease control and reducing the losses that households are experiencing due to inadequate access to veterinary services for vaccination and treatment of their animals.  The approach proposed is to develop a village based self-funding vaccination and animal treatment system and establish the necessary supply chain for vaccines and medicines.  It will require quite extensive training of Village Veterinary Volunteers (VVVs) who would be selected from within the communities in each Programme village and be provided with an initial series of three two-week-long trainings spread out over a six month period.  These would be followed by an annual programme involving three days of training every six months for the next two years.
222. The PSU should recruit a consultant veterinarian with extensive experience in village based livestock disease control and animal production systems to prepare an animal health and production strategy for OTELP.  This strategy should include articulation of a methodology for the supply of medicines and vaccines within Programme villages on a full cost recovery basis.  It should include the development and delivery of a complete set of training materials for all levels within OTELP. Once the strategy has been prepared it should be approved by the PSC and then rolled-out at a workshop involving all stakeholders.  The consultant veterinarian would be recruited for an initial period of 18 months and be required to establish the village based animal health system covering all the Programme villages in one Programme district.  He/she would be responsible for carrying out all the training required for the VVVs and for establishing a commercially viable supply chain for veterinary drugs and vaccines.  He would also monitor and evaluate the effectiveness of the service being provided by the VVVs and adjust the training programmes and support structures accordingly.
223. The training to be provided to the VVVs would be a highly focused package covering: vaccination procedures and handling of vaccines; disease recognition for a very limit range of diseases commonly affecting village livestock and poultry; a standard set of treatments for the most common diseases occurring in Programme villages; and bookkeeping and basic business management.  On the completion of the first two weeks of training, each VVV would be provided with a very basic set of veterinary equipment
 and a supply of veterinary drugs.  These supplies would initially be provided free of charge, and the VVV would be expected to sell the medicines and vaccines to the community at a mark-up of 20% and use the proceeds to replace the used stock. IFAD’s experience in other countries has shown that the VVVs can make quite a substantial amount of additional income through this process and the animal health service provided to the community is substantially better than what is currently being provided by the government veterinary service.   
224. At the time of developing the initial strategy, it will be important to identify the key diseases of economic importance that can be controlled by vaccination and to setup a schedule for the regular vaccination of all the animals in all Programme villages. Ensuring the delivery of this programme should be a mandatory requirement of the FNGO.  Complete records must be maintained of animals vaccinated and also the occurrence of any outbreaks of the diseases for which vaccination should have been provided.

225. The village based livestock disease control system should be fully tested in one district within 18 months of the commencement of Phase II. Based on an analysis of the results achieved, the PSU will make the decision to expand the programme to cover all Programme districts and villages.

226. Once the disease control system is in place, a comprehensive programme to improve animal production should be promoted.  This should focus on low-input costs and maximizing the use of locally available feeds and fodder.  While the use of leguminous pasture species and fodder trees does have great potential for improving sold fertility in upland farming systems and in theory should also improve production in cattle, buffalo, sheep and goats, the way that animals are generally managed in the programme area does not lend itself to the introduction of cut and carry systems.  As a result it is unlikely that such systems will have much impact on livestock production.
227. Aquaculture.  There is considerable potential and much local interest in fish farming in the Programme area. There are existing farm ponds and natural water bodies that could be stocked. It is also likely that the watershed development activities will result in a substantial increase in the number of ponds that could be stocked. Very little was done on aquaculture during Phase I and the PSU should initiate a study on the potential for aquaculture in the Programme area.  This should specifically identify all existing ponds and water bodies and determine their potential for fish production.  It should develop a time bound strategy for realizing that potential, identifying the inputs that would be needed, and determining the most effective way to supply those inputs in order to establish a sustainable production system for the future.  The study should also make an assessment of the financial viability and the technical feasibility of digging special purpose fish production ponds and also a system of village based fish hatcheries.
Rural Financial Services   (Base cost USD 1.5 million)
228. The Rural Financial Service Component did not perform well in Phase I and in Phase II it must be better integrated into the capacity building process for SHGs.  Before any seed money is provided to SHGs, the FNGO must ensure that they have received the necessary training and overall capacity building.  In Phase II, no seed money will be distributed to SHGs until their savings and internal lending programmes are functioning effectively and their management capacity has been properly assessed by the FNGO.  During Phase I the group saving, internal lending processes and the delivery of seed money all operated in a very haphazard manner with each FNGO applying a different methodology.  This problem was recognized by the PSU, and PRADAN was recruited in July 2006 to develop a better approach to the overall process – this was a very positive move. PRADAN has already carried out its initial field investigation. It has consulted with all the FNGOs and has now proposed a process for developing the SHGs and establishing the savings and credit system.  The mission believes that PRADAN’s approach is basically sound and should be adopted in order to introduce a level of consistency into implementation process.  
229. The PSU will convene a workshop at which PRADAN and the FNGOs should agree on the methodology for SHG development and the establishment of the group savings and credit activities. PRADAN will then formulate and deliver an implement strategy that would be applied universally across the entire OTELP Programme area and be used by all FNGOs.  Once the strategy is approved PRADAN should be engaged to implement it.  This would include all the necessary ToT activities with the FNGOs; the development of training manuals; extension material; and cashbooks, report forms etc. 
230. In Phase I, the presence of existing SHGs in Programme villages and the large amounts of seed money they had been receiving through other ITDA/Government programmes has also caused problems.  In Phase II, the VDLPs will include a thorough analysis of the existing SHGs and their sources of funding.  Measures will be taken to integrate these groups fully into the OTELP programme but they would be required to adopt OTELP’s approach in its entirety if they want to participate.  The Programme cannot afford to have many different delivery systems operating in the same village.  If SHGs are allowed to access funds from a number of different sources they will choose the system that provides the most money and the least discipline and that is a recipe for disaster.  Over-funding of SHGs must be avoided at all costs and the Rural Financial Services Strategy should set rules on the size and terms and conditions of the revolving fund (seed money) provided to SHGs.   The Mission is recommending that these funds should mainly be provided as a loan rather than a grant.

231. It is important for the sustainability of the Rural Financial Services system, that it is able to effectively link communities, SHGs and individual households with the formal banking system. Very little progress was made in achieving these linkages during Phase I, but in Phase II this matter will be pursued with much more vigour. The Programme through the FNGOs will organize training and familiarization workshops to introduce OTELP beneficiaries to banks, bankers and the banking system.  Within the four year implementation period of Phase II, every Programme village should have undertaken at least one training and exposure exercise with the local banks.  The FNGOs will also be charged with the responsibility of facilitating SHGs and individuals to access loans from banks to undertake production activities – the number of groups and/or individuals taking loans and the volume of credit will be monitored and reported on
.       

232. To date the PSU and most of the FNGOs have lacked expertise in micro-finance, however, in Phase II funds will be available for the PSU and each of the FNGOs to recruit micro-finance specialists.
Community Infrastructure Fund (CIF)   (Base cost USD 1.5 million)
233. In Phase I, the CIF has been extensively utilized and a total of Rs 4.95 million (USD 105,435) has been disbursed to VDCs from the CIF.  However, to date, the CIF has mainly financed Entry Point Activities (EPAs) which are used as the means by which the FNGO build rapport with the targeted communities. At Appraisal the intention was for the CIF to be a flexible funding mechanism to finance critical items of village infrastructure that could not be financed from other Government programmes.

234. In Phase II, the CIF will be used in the manner described in the Appraisal Report. In particular measures would be put in place to ensure that it is the community that is making the decisions on what should be funded. However the ITDA and the FNGO will still have important roles in ensuring that the community’s chosen activity cannot be funded by another Government programme. Where that is possible the FNGO and the ITDA should take joint responsibility for ensuring that the other programme funds are accessed by the community. 
235. There should be complete transparency in the selection and implementation of CIF activities. Proposals for CIF funding should be discussed publicly and displayed in a prominent place in the village.   Once a project is approved, the budget identifying the beneficiaries and the amount of paid and unpaid labour that will be allocated to each household should be discussed in a public meeting and a summary of the activities and the time frame should be displayed on a public notice board. 
236. Prior to disbursing any additional funds under the CIF in Phase II the PSU must prepare detailed guidelines on selection procedures, flow and management of funds and acquittal of the financial advances received. Specific instructions should be provided on the financial management of the funds at each level and the way that expenditure is to be verified and records maintained in order to fulfil IFAD’s requirement for the use of its Statement of Expenditure (SOE) procedures in withdrawing funds from the IFAD Loan Account.

237. No funds should be provided to any VDC until the required Social and Financial Audit Sub-committee has been properly established and the relevant officers have been trained.  In selecting project activities to be funded under the CIF they should be of benefit to the entire community  and not a privileged few who have access to land or irrigation. Priority should be given to projects that provide benefits to the landless and the weaker members of village society.       

D.
Component 3    Support for Policy Initiatives   (Base cost USD 0.4 million).

238. In Phase I some progress was made on the practical aspects of land ownership but in Phase II a more concerted effort will be made on policy issues.  This should involve a structured process as follows:
· A review of the policy environment within which tribal communities must live, identifying both the opportunities and the impediments resulting from current laws and regulations.

· The planning and implementation of practical actions to ensure that OTELP communities avail of the opportunities available under existing laws and regulations.

· Identifying existing policies that adversely affect, or discriminate against, tribal communities and developing strategies to either modify the policies or ameliorate the damage they are causing. 

239. The PD will take responsibility for establishing and managing the overall process but it is proposed that the implementation would essentially be done through a working group of the FNGOs and the RNGOs lead by a respected retired senior administrator. Funds would be made available to carryout the initial studies, to recruit the senior administrator and to hire short and long term legal advisors. The group would identify the key issues to be addressed and would formulate a time-bound action plan to address these issues at both the grassroots level and at the legal/administrative level. The FNGOs would take the lead in mobilizing grassroots support and implementing reform within the existing legal and administrative framework.  The senior administrator would take the lead in lobbying the Government of Orissa to provide the necessary direction and authority to action pro-tribal policies that have already been approved/accepted within the current regulatory framework but may not be being universally implemented due to lack of understanding or administrative bottlenecks. He/she would also lobby for the introduction in Orissa of pro-tribal policies that have already been introduced in other states but are not yet operational in Orissa. Where FNGOs/RNGOs identify policies that are having a negative impact on tribal communities, he/she would lobby for changes in order to reduce harm to tribal communities.
240. Every six months, the PD would call a meeting at which the working group would discuss with the District ITDAs, issues identified and measures they can take to improve the situation of tribal communities.  Policy issues and the steps being taken to address them will also be an agenda item on for every PSC, and progress made on specific issues will become a mandatory section in OTELP’s six-monthly and annual reporting process.
241. Specific policy issues that would be addressed will include among others:

· The policy in respect of rehabilitation of displaced tribal communities and households
· Amendment of the 1993 JFM Resolution, as many micro-plans/MoUs are pending with Forest Department for want of clarity on the guidelines. 

· The process of granting permanent pattas to the pre-1980 occupants of forest land.

· Amendments to the rules regarding storage and transit of de-nationalised NTFPs and making the 2000 NTFP Policy operational.
· The Orissa Gram Panchayat Act and the powers of the Palli Sabha including the power of tribal communities to manage resources including minor water bodies.
· PESA and its operational framework as a means to empower to local communities.
· The institutional structure and operational modalities of ITDAs  
242. During Phase I progress on land issues was made on two fronts.  The first was the study done by Vasundhara on land issues and the second was the agreement to place Revenue Survey Teams at each OTELP ITDA.   Phase II must maximize the returns from these successes and turn each into practical field level action.  This will involve broadening the mandate of Vasundhara to provide oversight on OTELPs approach to land issues throughout the Programme area and to imbed their design work within the field operations of the FNGOs.  This would initially involve a series of workshops and training sessions with the FNGOs and ITDAs. 
243. The placing of the Revenue Survey Teams at the Programme ITDAs was a major breakthrough for OTELP, but in Phase II it is essential that the PSU maximizes the returns from this initiative.  To do this, it is proposed that it should, with support from Vasundhara, organize a workshop involving the Collectors; Revenue Department; ITDAs and FNGOs and map out an action plan for each Programme District.  This plan should analyse the problem, identify the measures necessary to resolve the main issues; allocate responsibilities to each of the units involved; set time-bound targets; and, agree on a mechanism for holding each party responsible for delivering results.  Funds would be provided through the Investment Fund to finance the operations of the Revenue Survey Teams in OTELP villages.  
244. In each district, using information gathered in the baseline survey, the landlessness problem will be defined and quantified at village, watershed, block and district levels, and targets will be set for reducing the number of landless households at each level. The Collector in each district will be involved in setting these targets and monitoring the results.  It is proposed that Vasundhara be charged with the responsibility of managing this process and its TOR and contract will be revised to accommodate the approach.  Provision would be provided within the contract to engage legal council to support field actions where necessary.  Similarly, within the contracts of the FNGOs provision would be made for them to engage legal advice on a full-time or part-time basis. 
245. It is proposed that providing land to the landless should become a key Trigger Indicator for proceeding from Phase II to Phase III. The target would be a 20% reduction in the number of landless households in 80% of the Programme Blocks
E.
Development Initiatives Fund (DIF)   (Base cost USD 1.5 million) 
246. In Phase I, DIF was mainly delivered to VDC as a lump-sum one-off payment of Rs 100,000 to build warehouses and it operated without any effective guidelines on the selection of activities or the management of funds. At the commencement of Phase II, the PSU will immediately prepare detailed guidelines on the operation of the DIF and will then ensure that they are followed by the ITDAs and the FNGOs.  These guidelines must ensure genuine community participation in the selection of activities to be financed and clear procedures for project approval, disbursement of funds, accounting, audit and monitoring of results and their impact. Beneficiaries need to be clearly identified by number and social/economic status.

247. It is proposed that a lot more imagination will be applied to the use of the DIF in Phase II and to achieve this, a facilitated visioning exercise will be undertaken involving the PSU, ITDAs, FNGOs and RNGOs.  It will look at more imaginative ways to use of DIF for a wide range of livelihood enhancing activities. A proportion of DIF money should be used by the FNGOs to assist communities to identify and prepare initiatives and to develop the community’s capacity to effectively manage the funds and implement projects.
248. For practical purposes the natural village will be the level at which the DIF financed activities are planned and implemented.  The VDC will facilitate the process. A particular objective in applying the DIF in Phase II will be to ensure better targeting of those households that are traditionally “left-out” - they include the landless and those unable to take part in SHGs and/or other income-generating activities.  Actual allocations would be based on opportunities identified and the proposals presented for approval – the operative word being “initiatives” and the operational modality being “flexibility”.  Detailed proposals are presented in Annex 5 Livelihoods Enhancement and M&E - Appendix 4.
F.
Programme Management (Base cost USD 3.2 million)
249. Phase II involves a larger programme than Phase I and it will be more demanding on Programme Management. At the commencement of Phase II, OTELP’s management systems at all levels will be updated and simplified, particularly the financial management system and the reporting systems from SHG to VDC to ITDAs and PSU. Technical Assistance will be used for this purpose and the updated operational, implementation and management procedures will be fully documented in a series of detailed administrative instructions and guidelines which would be included in a revised version of the PIM
.
250. In Phase I, possibly the weakest area of programme management has been in the area of financial management and in Phase II this will be substantially strengthened at all levels – PSU; ITDA; FNGO; VDC and SHG.  This will involve recruiting additional highly qualified accounting staff to the PSU, the ITDA and the FNGOs.   Financial procedures will be clearly defined; manuals will be prepared; and training will be provided to all the concerned staff.  A process of regular oversight and audit will be established throughout the entire system but particularly in the VDCs and SHGs.  TA will be used to implement these changes and it should be recruited immediately so the necessary work is completed in time for the commencement of Phase II.
251. In Phase II, OTELP’s operations within the District ITDAs will be provided with greater financial independence and the post of OTELP/ITDA Finance Officer will be established.  It will be filled from the open market by recruiting qualified accounting staff familiar with computerised financial management systems. Provision has also been made to recruit Accounts Assistants at each ITDA (these positions will also be filled from the open market).  These staff must be in position at the commencement of Phase II.

252. The updating of management and financial procedures will be accompanied by a strengthening of management capacities at all levels.  A Training Needs and Strength Assessments (TNSA) will be carried out by an external management group which would also develop focussed training modules and train the staff and OTELP participants at all levels (PSU, ITDA, VDC and SHGs).  The TNSA should be conducted by January 2007 and training modules should be in place and operational by April 2007.
253. In Phase II, many operational responsibilities will be devolved from the PSU to the ITDAs and from the ITDAs to the FNGOs and the Programme will adopt a much more strategic and less controlling approach to management at each level.  The frequency of reporting and of meetings will be reduced but accountability and oversight mechanisms will be strengthened.
254. The structure of salaries and allowances for the PSU, the ITDAs, and the FNGOs will be reviewed with a view to increasing remuneration and/or allowances and other facilities in order to hold key personnel. This review will be completed within 3 months of the commencement of Phase II.
255. The MIS and M&E system is currently being designed by a management consulting group and it is important that this work is properly integrated within the operational and financial management system of OTELP. It needs to take into account the fact that in Phase II the AWPBs must be prepared based on a bottom-up planning process that really reflects the wishes of the community and resources will in future be allocated based on need and not on financial disbursement targets. The M&E and Programme reporting processes must them be linked backed to the AWPB and report actual outcomes from the investment made. The M&E system must be geared to delivering Annual Reports and Half Yearly Reports that are submitted on time and in sufficient detail.  The PSU must ensure that the M&E consultants design a system to enable timely preparation of comprehensive reports to IFAD and UNOPS while at the same time delivering what the PSU requires for the effective management of the Programme. 
256. In Phase I, pressure to meet disbursement targets caused the PSU to loose sight of the OTELP’s main objectives and take short-cuts in the empowerment process in order to meet physical and financial targets.  In Phase II, these pressures must not be present and Programme Management must re-focus on OTELP’s core objectives.  Prior to the commencement of Phase II the 2006-07 AWPB will be re-drafted to reflect this change in approach and also the financial implications of the recommendations arising from the Phase I Review.  The revised 2006/07 AWPB will be re-submitted to IFAD/UNOPS for approval by January 2007 
257. Detailed proposals and costs for these revisions to the management system are presented in Annexes 6 and 7. 
G. Food Handling.  (Base cost 0.4 million)

258. This would cover the cost of transport, storage and distribution of the WFP food assistance and the monitoring of its utilisation.

XII.
PHASE II COSTS AND FINANCING

A.
Phase II Costs by Component and Loan Category

259. The cost structure of Phase II has been developed based on the decision -  based on the Programme’s implementation performance during Phase I and the perceived need to focus Phase II activities more on improving the quality of implementation rather than the quantity of disbursements - that the total cost should not exceed USD 30 million.   This funding is significantly less than the USD 54.89 million proposed for Phase II at Appraisal, however, it has been agreed that the additional funds would be transferred to Phase III.  IFAD has also assured the Government that if the USD 30 million allocated is fully utilized in less than the four years proposed for Phase II, the Phase II Review would be brought forward and, subject to the conditions precedent to moving to Phase III having been met, there would be no financing gap between Phase II and Phase III.  This approach will require greater flexibility in establishing the timing of the Phase II Review.  The Mission is therefore proposing that the Loan Agreement should be amended to base the timing of the Phase II Review on the proportion of the Phase II funds that have been disbursed. It believes that the Review should take place when 70% of the funds available for Phase II have been disbursed.

260. The Programme is still expected to utilize all the funds proposed at Appraisal within the ten year implementation period proposed at Appraisal.   Table 10 below allocates this USD 30 million by Programme Component and Table 11 provides the cost breakdown by investment/loan category.
	Table 10.   Phase II Costs by Component
	
	
	

	
	Cost
	Cost
	

	Component and Sub-Component
	(Rs. 000) 
	(USD 000)
	%

	1.   Capacity Building for Empowerment
	202,100
	4,300
	14%

	· Capacity Building for Communities
	145,700
	3,100
	10%

	· Capacity Building for Support Agencies   
	56,400
	1,200
	4%

	
	
	
	

	2.  Livelihood Enhancement
	949,400
	20,200
	68%

	· Land and Water Management
	658,000
	14,000
	47%

	· Participatory Forest Management
	103,400
	2,200
	8%

	· Agriculture and Horticulture Development
	28,200
	600
	2%

	· Livestock and Aquaculture Production 
	18,800
	400
	1%

	· Rural Financial Services
	70,500
	1,500
	5%

	· Community Infrastructure
	70,500
	1,500
	5%

	
	
	
	

	3.  Support for Policy Initiatives
	18,800
	400
	1%

	
	
	
	

	4. Development Initiatives Fund
	70,500
	1,500
	5%

	
	
	
	

	5. Programme Management
	150,400
	3,200
	11%

	
	
	
	

	6.  Food Handling
	18,800
	400
	1%

	
	
	
	

	Total
	1,410,000
	30,000
	100%


	Table 11.  Phase II Costs by Investment Category and Financier

	Loan Category
	Total Cost
	% Financed
	Financed by IFAD and DFID
	

	
	
	
	
	

	I.   Vehicles, Equipment and Materials 
	250,000
	90%
	225,000
	

	II.  TA, Contractual Services & Training
	4,800,000
	95%
	4,560,000
	

	III. Investment Fund                            
	14,710416
	96%
	14,122,000
	

	IV. Grant Fund                                   
	200,000
	100%
	200,000
	

	V.  Credit                                           
	600,000
	100%
	600,000
	

	VI. DIF                                               
	1,500,000
	100%
	1,500,000
	

	VII. Salaries & Allowances                  
	1,200,000
	85%
	1,020,000
	

	Others
	500,000
	75%
	375,000
	

	Subtotal (IFAD DFID)                          
	23,760,416
	
	22,602,000
	

	WFP       
	
	
	5,000,000
	

	Govt.                                                  
	
	
	1,398,000
	

	Beneficiaries  
	
	
	1,000,000
	

	Total  
	
	
	30,000,000
	

	
	
	
	
	


B.
Phase II Financing
261. The total cost of Phase II is estimated at USD 30 million and funding is expected to be provided from the IFAD Loan, the DFID grant, WFP food aid, the GoO and the beneficiaries. The IFAD Loan provides SDR 16.05 million which was equivalent to USD 20 million at the time of its approval but is possibly worth USD 23.9 million at current exchange rates (SDR1=USD 1.49).  When the remaining Phase I claims for reimbursement have been finalized, the total disbursement from the IFAD Loan in Phase I is likely to be USD 1.84 million, leaving a residual balance of approximately USD 22.06 million available to finance Phase II and Phase III. In respect of DFID funding, it is estimated that USD 4.287 will be used to finance Phase I expenditure, leaving a residual amount of USD 10.51 million available for funding Phase II.  DFID’s funding for OTELP is currently only guaranteed through to March 2010 and further funding will be subject to negotiations between DFID and GoI. It is projected that IFAD’s and DFID’s share of funding for Phase II will amount to USD 22.6 million and it is proposed that USD 10.51 million of this would be covered by the remaining DFID funds and USD 12.09 million would be financed from the IFAD Loan. It is further estimated that USD 5 million (equivalent) in food aid would be provided by WFP.  Finally the Government’s share of funding is estimated at USD 1.4 million and the beneficiaries are expected to contribute USD 1 million (equivalent), mainly as voluntary labour and contributions to the maintenance funds.
XIII.
AMENDMENTS TO THE LOAN AGREEMENT

A.
Trigger Indicators for Phase III
262. The Loan Agreement Schedule 3 Paragraph 18 established the following indicators as the Triggers for Phase III. Unless otherwise agreed by the Fund, the following specific indicators shall be used, together with the findings of the second Phase Review, to confirm funding for, and the subsequent detailed design of, Phase III of the Programme.

(a) VDCs and other community institutions in Phase I villages are functioning;

(b) village volunteers are continuing to provide services to the communities in Phase I villages;

(c) Phase I villages have developed effective linkages with service providers and are furthering their development by accessing resources from other government programmes and financial institutions;

(d) rural infrastructure works undertaken in Phase I are being effectively maintained; and

(e) policy initiatives taken in Phase I are having a positive impact on tribal communities.

263. The Phase I Review Mission is proposing that these be amended as follows:- Unless otherwise agreed by the Fund, the following specific indicators shall be used, together with the findings of the second Phase Review, to confirm funding for, and the subsequent detailed design of, Phase III of the Programme.

(a) There has been a 20% reduction in the number of landless households in those villages in which the Programme has been operating for more than two years.

(b) That Revenue Survey Teams have surveyed the 10° to 30° sloping land in at least 60% of the villages where the Programme has been operating for at least two years and that the appropriate land titles have been issued in at least 60% of the villages surveyed.
(c) VDCs and SHGs in both Phase I and Phase II villages are functioning effectively and at least 80% have been audited in each of the previous two financial years and have been shown to have accurate financial records and to have managed programme funds in an appropriate manner;
(d) That at least 75% of SHGs established in Phase I and Phase II have fully functional savings and internal lending operations and have provided loans to at least 75% of their members in the previous two years.  

(e) that village volunteers are continuing to provide services to the communities in Phase I                               villages;
(f) Phase I villages have developed effective linkages with service providers and are furthering their development by accessing resources from other government programmes and financial institutions;
(g) rural infrastructure works undertaken in Phase I are being effectively maintained; and
(h) policy issues relating to tribal communities have been investigated and have officially been brought to the attention of the Government of Orissa and actions have been to institute the necessary reforms. 
XIV.
CONCLUSION
264. The Phase I Review Mission, having examined the progress made in implementing Phase I of the Orissa Tribal Empowerment and Livelihoods Programme considers that the condition established for the continuation of IFAD’s funding in Phase II of the Programme have been met and it recommends that Phase II should commence immediately. However, due to the complexity of the design and the inherent difficulties of carrying out development in such a challenging environment it has proposed that total investment in Phase II of the Programme should not exceed USD 30 million equivalent and the introduction of additional districts should not commence until the year 2008. 
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APPENDIX 1

LOGICAL FRAMEWORK

	Objective
	Indicator
	Means of Verification
	Assumptions

	Goal
	
	
	

	Quality of life of poor tribal households in remote areas sustainably improved


	Increased employment opportunities and incomes, and reduced out-migration for work resulting from a diversified economy.

Health and educational indicators (IMR, MMR, literacy, school completion rates) on par with state averages.

Tribal women, men and children enjoy civil and political rights and access to justice on a par with other communities in the State.


	
	

	Purpose
	
	
	

	Livelihoods and food security of 75 000 poor tribal households sustainably improved


	Equitable increase of at least 50%  in incomes of poor tribal households.

At least 50% of participating below poverty level households show a sustainable increase in assets and increased food security
Decrease from 8% to 4% in levels of severe malnutrition by EOP amongst children (0-36 months) in Programme villages 

All tribal households enjoy access to safe drinking water, basic sanitation, and safe hygiene practice..


	EOP Impact assessment study by independent consultants.

EOP Impact assessment study by independent consultants.

EOP Impact assessment study by independent consultants.

EOP Impact assessment study by independent consultants.
	· No major adverse events which impact on tribal households’ quality of life (e.g., no major natural disasters, no significant economic down-turns,  no serious deterioration in law and order situation).

· Govt agencies, NGOS and private sector willing and able  to implement other programmes which improve the quality of life of poor tribal communities.




	Objective
	Indicator
	Means of Verification
	Assumptions

	Outputs
	
	
	

	1. Capacity of poor tribal women and men to manage their own development sustainably enhanced.


	1,900 SHG formed/strengthened by end of PY 7 of which 75% are well managed, self-reliant and autonomous based on the active participation of all members, within five years. 

1,600 User Groups/sub-committees formed by end PY7, 60% of which effectively use and maintain assets.

By PY 7 VDCs and SHGs in both Phase I and Phase II villages are functioning effectively and at least 80% have been audited in each of the previous two financial years and have been shown to have accurate financial records and to have managed programme funds in an appropriate manner;
By PY 7 at least 75% of SHGs established in Phase I and Phase II have fully functional savings and internal lending operations and have provided loans to at least 75% of their members in the previous two years.  
500 Village Development Committees (VDC) formed at natural village level by end PY7 all of which hold regular meetings and formulate participatory micro-plans for watershed development.

Women participate effectively in the management of community institutions (SHGs, User Groups, VDCs)

Technical skills and capacity of individual tribal women and men enhanced.
At least 200 VSS formed by EOP which have entered into MOUs with the FD and all of which hold regular meeting, share usufructs equitably and maintain records of proceedings and transactions.

	Records kept by the groups

Regular documents/reports available for verification at PSU, ITDAs, NGOs, VDCs

Meeting registers and records at various levels in the Programme

Annual assessments of PSU Monitoring Unit based on surveys conducted by specialist agency 

Studies and assessment reports within and outside of the Programme


	· No major adverse events which impact on tribal households’ food security or livelihoods (e.g., no major natural disasters, no significant economic down-turns,  no serious deterioration in law and order situation).

· Vested interests insufficiently powerful or organised to derail the Programme.

· Other government agencies and officials willing and able to cooperate with the Programme.

· Low turnover of key government staff working on the Programme.

· Continued political will to address the needs of poor tribal communities.



	2. Access of poor tribal people to land, water and forests enhanced and productivity increased in environmentally sustainable and socially equitable ways.


	Ownership of agricultural land by poor tribal households increases from X,000 ha to Y,000 ha by EOP (to be determined based on village profiles)

Agricultural productivity/ha sustainably increased at least 50% by EOP.

Net incomes from NTFP sustainably increased by at least 50% by EOP

New technologies build on tribal people’s indigenous technical knowledge.

Increases in incomes from natural resources shared equitably among all socio-economic groups.
	Regular progress reports

Impact assessment reports


	· Tribal communities willing to develop and institutionalise the demand generation mechanism and other government programmes respond by implementing necessary complementary programmes (e.g., drinking water, sanitation, rural roads, rural electrification).




	Objective
	Indicator
	Means of Verification
	Assumptions 

	3. Off-farm enterprise development focused on the needs poor tribal households encouraged and facilitated.


	Off-farm employment and incomes of poor tribal households, including the vulnerable (landless, women-headed households) increased by 50% by EOP.

20% of SHGs accessed institutional credit for off-farm enterprise development by end PY7 and 40% by EOP.


	Regular progress reports

Interim impact assessment reports
	

	4. Basic food entitlements of tribal households monitored and access to public food supplies ensured, as required.


	All tribal households enjoy year-round food security (especially during the lean period from May to August) from PY6.
	Regular progress reports
	

	5. Capacity of govt agencies, PRIs and NGOs to work effectively for participatory poverty reduction with tribal communities sustainably enhanced.


	Staff of involved agencies trained to work in a coordinated, participatory, gender-sensitive and technically sound way with communities.

Staff of government agencies and NGOs participate in regular, well-attended and focused meetings of PRIs.

Communities report improved access to and transparency in the management of government services

95% of Programme villages have assess to Government’s 100 day employment scheme by end PY 6 

	On-going evaluation reports

Interim impact assessment reports
	


	Objective
	Indicator
	Means of Verification
	Assumptions 

	6. Laws and regulations governing control of and access to development resources by poor tribal households and communities effectively implemented


	Tribals report significant reduction in the incidence of new land alienation

There has been a 20% reduction in the number of landless households in those villages in which the Programme has been operating for more than two years.

That Revenue Survey Teams have surveyed the 10° to 30° sloping land in at least 60% of the villages where the Programme has been operating for at least two years and that the appropriate land titles have been issued in at least 60% of the villages surveyed.

At least 80% of land alienation cases detected are being processed through the courts within one year by the end of PY3

Land ultimately restored to the poor tribal households in over 10% of land alienation cases processed.

Over 20,000 ha of forest area under effective community management by EOP.

Indebtedness to moneylenders as a percentage of overall indebtedness declines 

Regulations to ensure enhanced incomes from NTFP effectively implemented by Government.


	Regular progress reports

Interim impact assessments

Special impact studies
	

	7. The legal and policy environment for tribal development reviewed and improvements recommended, as appropriate.


	Improved legal and policy environment for pro-poor tribal development in Orissa State by PY5 with further improvements by EOP.


	Regular progress reports

Special consultancy reports 
	

	8. Effective Programme management systems in place.


	8.1 Programme implemented on schedule, within budget and with full participation of communities.

8.2  Quality Progress Reports produced on schedule and shared with key stakeholders,

8.3 Detailed design of Programme revised as necessary in light of participatory monitoring results.


	Regular documents/reports available for verification at various levels of programme management
	


	Activities


	
	
	

	Output 1

Capacity to manage own development
	Output 2

Access to and productivity of natural resources
	Output 3

Enterprise development facilitated
	Output 4

Basic food entitlements ensured

	1.1  .SHGs formed with assistance of NGOs, anganwadi workers and rural volunteers; capacity of SHGs enhanced through training and exposure visits; SHGs monitored and links facilitated between SHGs and banks and other financial institutions.

1.2. User groups organised by NGOs, GOs and villagers; groups facilitated in obtaining finance; technical support facilitated; groups monitored and further support facilitated, as required.

1.3. VDCs organised by villagers, with support of NGOs; microplanning facilitated by NGOs; links facilitated with ITDA and blocks; and financial audits undertaken by ITDAs.

1.4. Gender awareness training undertaken in SHGs, UGs and VDCs and active participation of women in decision-making of these organisations encouraged.

1.5. Tribal women and men trained in appropriate technical skills.
1.6 VSS are organised with villagers supported by the FD and the NGOs; MOUs signed; micro plans are developed and works undertaken by the VSS; forest protected and usufructs equitably shared.
	2.1. Participatory planning activities undertaken by VDCs (see Activity 1.3) with support of NGOs to document existing NRM practices (including ITK), identify land and forest resources and identify natural resource management options and priorities.

2.2   Land and water management improvements implemented through engineering and agronomic solutions to improve moisture availability.  

2.3. Search undertaken with regional and national research institutions and proven improved technologies (e.g. crop and fodder varieties, animal husbandry practices) evaluated through participatory trials undertaken in selected villages; farmer-preferred appropriate technologies promoted widely to poor tribal farmers throughout the Programme area through demonstrations; adaptive/action research undertaken to address problems raised by farmers through on-farm participatory trials and successful technologies made available to poor tribal farmers.

2.4   Degraded forest areas regenerated under community management through natural and artificial regeneration.

2.5. Selected women and men farmers trained in the use of new technologies so as to act as volunteer extension workers in disseminating the technologies to other poor tribal farmers.

2.6   Access of poor tribal farmers to land, forest and other resources enhanced (see Output 6).

2.7   Credit to facilitate the uptake of improved technology accessed through SHG linkage  with banks or with NGOs acting as micro-finance intermediaries.

2.8   Community infrastructure improvements  enhance market access and release women’s time for greater participation in economic activities
	3.1 Participatory planning activities undertaken by VDCs (see Activity 1.3) to document existing enterprises; identify vulnerable households for priority enterprise development support; and to identify potential activities, which these households and other potential tribal entrepreneurs could pursue.

3.2 Feasibility and marketing studies for potential activities undertaken, as required and used in the design of specific enterprise development schemes.

3.3 Individuals and SHGs supported in starting enterprises (e.g., access to institutional finance facilitated; work-sheds and storage facilities financed through community infrastructure, training provided; market access and links to govt and private sector organisations facilitated).


	4.1 Food banks established and made operational in all Programme villages.

4.2  Food aid provided to vulnerable households and groups, especially in lean months, as part-payment for labour participating in land and water and forest management works. 

4.3 Access of vulnerable households to government food programmes (e.g., PDS – different schemes; ICDS; FFW; Mid-day meal programme) encouraged and facilitated.

4.4 Nutritional awareness programme run for poor tribal communities focusing, in part, on the value of forest foods (e.g., tubers and fruits) and food crops.




	Objective
	Indicator
	Means of Verification
	Assumptions 

	Output 5

Govt-PRI-NGO coordination
	Output 6

Laws and regulations implemented
	Output 7

Legal and policy environment reviewed 
	Output 8

Effective management systems



	5.1 Govt staff with aptitude for work in tribal areas appointed, trained in participatory development in tribal communities, given appropriate incentives and posted.

5.2  Partner NGOs with a proven track record of working in tribal areas identified and involved in the detailed planning and implementation of the Programme.

5.3  Teambuilding workshops and other activities (e.g., joint exposure visits and training) of GO and NGO staff and PRI representatives organised to encourage effective joint working.

5.4 GO and NGO staff participate in all key PRI meetings and work together to facilitate PRI needs and priorities.
	6.1 Tribal women and men made aware of their rights and of existing laws and programmes using traditional and other media.

6.2 Operation of current laws and regulations reviewed with active participation of tribal communities and priority targets for implementation agreed.

6.3 Special Land Restoration Cells set up at District Level and Special Revenue Courts established.

6.4  Survey of hill slopes <30o implemented in Programme villages and permanent land titles issued to tribal households

6.5 Campaigns to ensure effective implementation of key laws and regulations planned and implemented.

6.6 Effectiveness of campaigns evaluated with tribal communities and further campaigns planned and implemented.
	7.1 Overview of the effectiveness of laws and policies influencing tribal development undertaken.

7.2  Policy studies undertaken to guide elaboration of improved policies

7.3 Recommendations made on key changes in laws and policies and/or ways of effectively implementing laws and policies, as required throughout the Programme.

7.4 Government supported in amending or framing new laws, policies and regulations, as appropriate.

7.5 Operation of new laws and regulations reviewed and further changes recommended and facilitated, as appropriate.
	8.1 PSU at the State level established, staffed and equipped and operational by end PM6

8.2 ITDA’s restructured, strengthened and empowered and authorised as nodal agencies for the Programme, and staffed and equipped, by end PM6.

8.3 Monitoring Unit in PSU and ITDAs established and operational by end PM 6 produces quality six-monthly progress reports produced on time, based on active participation of communities.

8.4 PSU and ITDAs are vested with adequate sanctioning powers and operational flexibility to ensure smooth flow of funds to the  Programme. 

8.5 IFAD/DFID/WFP/GOO review missions facilitated.

8.6 Consultancy studies, including an EOP Impact Assessment commissioned and supervised.



	
	
	
	


   NOTE : Activity indicators,  means of verification and activity-to-output assumptions will be agreed at the Programme Inception Workshop.

APPENDIX 2

COMPLIANCE WITH LOAN COVENANTS
	Section
	Covenant
	Status

	Section 1.05
	Appointment of the Cooperating Institution. The Fund intends to appoint the United Nations Office for Project Services (UNOPS) as the  Cooperating Institution, with the responsibilities set forth in Article III (The Cooperating Institution) of the General Conditions, to administer the Loan and supervise the Programme, at the expense of the Fund, in accordance with the Cooperation Agreement. The Borrower hereby agrees to such appointment.
	Being complied with

	SECTION 2.03
	Special Account. (a)  The Borrower shall open and thereafter maintain in a bank, proposed by the Borrower and accepted by the Fund, a Special Account denominated in US Dollars for the purpose of financing the Programme with an authorised allocation of two million US dollars (USD 2 000 000) (the “Authorised Allocation”). The Special Account shall be protected against set‑off, seizure or attachment on terms and conditions proposed by the Borrower and accepted by the Fund.
	Being complied with

	
	(d)The Borrower shall operate the Special Account in accordance with Section 4.08 of the General Conditions.
	Being  complied with

	SECTION 2.04


	The Borrower and each Programme Party shall use the proceeds of the Loan exclusively to finance Eligible Expenditures in accordance with this Agreement and the General Conditions.
	Being complied with

	ARTICLE III

SECTION 3.02
	The PSU shall prepare a draft annual work plan and budget (“AWPB”) for each Programme Year. Each draft AWPB shall include, among other things, a detailed description of planned Programme activities during the coming Programme Year, and the sources and uses of funds therefore, based on the respective VRMPs or work plans and budgets prepared by each of the Programme Parties, in accordance with paragraph 9 of Schedule 3.


	Being complied with

	
	The PSU shall submit each draft AWPB to the PSC for its approval, then to the Fund and the Cooperating Institution, for their respective comments and approval, no later than sixty (60) days before the beginning of the relevant Programme Year. If neither the Fund nor the Cooperating Institution comments on the draft AWPB within 30 days after receipt, the AWPB shall be deemed approved.
	Being complied with from 2006/07

	
	The PSC shall adopt each AWPB approved by the Fund and the Cooperating Institution, and the PSU shall provide copies thereof to the Fund and the Cooperating Institution, prior to the commencement of the relevant Programme Year.
	Being complied with

	
	If required, the PSU, through the Lead Programme Agency, may propose adjustments to the AWPB during the relevant Programme Year, which shall become effective upon approval by the Borrower, the Cooperating Institution and the Fund.
	Doesn’t arise at this stage

	SECTION 3.03
	The PSU shall open and thereafter maintain, in a bank proposed by the Lead Programme Agency and accepted by the Fund, a current account denominated in INR for Programme operations.
	Being complied with

	
	Each ITDA shall open and thereafter maintain, in a bank proposed by the ITDA and accepted by the Fund, a current account denominated in INR for Programme operations (each an “ITDA Programme Account”). The Programme Administrator of each ITDA shall be fully authorised to operate the relevant ITDA Programme Account. 
	Being complied with

	
	Each VDC shall open and thereafter maintain, in the local branch of a commercial bank, a current account denominated in INR for Programme operations (each an “VDC Programme Account”). The Chairperson of each VDC shall be fully authorised to operate the relevant VDC Programme Account.


	Being complied with

	section 3.04
	The Borrower shall make the proceeds of the Loan available to the State in accordance with the AWPBs and its customary national procedures for the transfer of external funding to carry out the Programme. 
	Being complied with

	
	The Borrower shall ensure that the State makes the proceeds of the Loan available to the Lead Programme Agency and each other Programme Party in accordance with the AWPBs and the Programme Agreement to carry out the Programme.
	Being complied with

	Section 3.05
	In addition to the proceeds of the Loan, the Borrower shall make available to the Lead Programme Agency and each other Programme Party, promptly as needed, such funds, facilities, services and other resources as may be required from time to time to carry out the Programme in accordance with this Agreement. 
	Being complied with

	
	The Borrower shall ensure that the State makes available to the Lead Programme Agency counterpart funds from its own resources, in an aggregate amount of approximately USD 9 567 000.
	Being complied with

	
	The Borrower shall make the DFID Grant and the WFP Food Assistance available to the Lead Programme Agency and each other Programme Party in accordance with the AWPBs upon their availability thereof.
	DFID funds not yet available 

WFP being provided

	ARTICLE IV

Section 4.01
	The PSU shall establish, as soon as practicable but in no event later than 180 days after the Effective Date, and thereafter maintain an appropriate information management system to enable it to continuously monitor the Programme in accordance with paragraph 16 of Schedule 3 hereto and Section 8.02 (Monitoring of Programme Implementation) of the General Conditions, based on indicators agreed by the State and the Fund, in consultation with the Participants.
	Being complied with late not yet completed

	Section 4.02
	The PSU shall submit to the Fund and the Cooperating Institution semi-annual and annual progress reports on Programme implementation, in accordance with paragraph 3.3 (d) of Schedule 3 and as required by Section 8.03 (Progress Reports) of the General Conditions, no later than 30 June and 31 December each Programme Year.
	Being complied with from 2005/06 annual report

	Section 4.03
	The Borrower, the Lead Programme Agency, the Fund, the Cooperating Institution and the Participants shall jointly carry out a review of Programme implementation at the beginning of the second half of each of the third and seventh Programme Years.
	Being complied with

	ARTICLE V

Section 5.01
	The Lead Programme Agency shall prepare the financial statements of the operations, resources and expenditures related to the Programme required by Section 9.02 (Financial Statements) of the General Conditions in respect of each six-month period during each Fiscal Year and deliver such financial statements to the Fund and the Cooperating Institution within four months after the end of each such period.
	Not being complied with

Not sent to IFAD

	Section 5.02
	 Within 90 days after the Effective Date, the Borrower shall designate or appoint, with the prior approval of the Fund, the Controller and Auditor-General of the Borrower or any independent auditors selected in accordance with the procedures and criteria agreed upon by the Fund to audit the accounts relating to the Programme for each Fiscal Year until the Closing Date. 
	Being complied with

	SCHEDULE 1
	1. The Programme shall be carried out in 30 blocks with high tribal concentrations in the northern tribal belt and in the following South-western districts of the State: Phulbani, Gajpati, Kalahandi, Kandhamal, Koarput, Malkangiri, Nawarangpur and Rayagada (the “Programme Area”).
	10  blocks have been selected for Phase I

	
	2. The Programme shall benefit both tribal and non-tribal households in Programme Area villages comprised of at least 60% scheduled tribes or scheduled castes, as selected through participatory rural appraisal (“PRA”) or other participatory methodologies. Priority shall be given to marginalised or in the process of marginalisation groups, namely women, Primitive Tribal Groups (PTGs), hill cultivators, landless and marginal farmers and scheduled castes.
	Being complied with

	
	3. The State shall ensure that the villages selected under the Programme shall have no less than 60% tribal and scheduled caste population, and shall otherwise conform to selection criteria to be agreed upon by the Fund and the Borrower.
	Being complied with

	SCHEDULE 2

Para 4. (a)
	No disbursement shall be made to any VDC under the Land and Water Management Fund, Participatory Forest Management Fund, or Community Infrastructure Fund until such VDC has been duly formed and its Social and Financial Audit Sub-Committee has been established in accordance with paragraph 8.1 of Schedule 3; the VDC has entered into the ITDA Memorandum of Understanding, in accordance with paragraph 5.3 of Schedule 3 and approved by the Fund, and has opened its VDC Programme Account
	Not Complied with

	SCHEDULE 2

Para 4. (b)
	No disbursement shall be made to any NGO until such NGO has been duly selected in accordance with selection criteria approved by the Fund, and the NGO has entered into a memorandum of understanding with the relevant ITDA, in form and substance accepted by the Fund.
	Being complied with

	SCHED. 3 A.2
	The State shall establish and maintain throughout the Programme Implementation Period a Programme steering committee (“PSC”).
	Being complied with

	
	3.1 The State shall establish and maintain a Programme Support Unit (the “PSU”) within the Lead Programme Agency. The PSU shall enjoy operational autonomy and, to this end, the State shall issue a delegation of authority to the Programme Director and any other key officer of the PSU to take any action necessary for Programme implementation. Within 150 days of the Effective Date, the key officers in the PSU shall have been recruited.
	Being complied with

	
	4.1 Within three months of the Effective Date, the State shall appoint a qualified and experienced Programme Director (“PD”), accepted by the Fund. The PD shall serve at least until the end of Phase I, subject to satisfactory performance as determined by the State in agreement with the Fund, and any successor thereto shall have similar qualifications, serve under similar terms and conditions and be accepted by the Fund.
	Complied with initially.  However, IFAD was not consulted when new PD was posted.

	
	5.1 Each ITDA shall endeavour to strengthen its autonomy as a registered society to permit it to operate bank accounts, hire staff from the government or the open market, including the Programme Administrator and the Financial and Administration Officer, and establish independent financial and personnel policies. The Project Level Committee shall establish a Management Committee, chaired by the District Collector, to provide regular management support, including the review and monitoring of Programme implementation. All staff shall be hired on renewable contracts. Within 150 days of the Effective Date, the key officers of each ITDA shall have been recruited including the Programme Administrator and the Financial and Administration Officer for each Phase I ITDA. The State shall not permit the transfer of government officers on secondment to the ITDA, unless requested by the Project Level Committee of the ITDA in writing to, and approved by, the State.
	Being complied with

	
	5.1.1 Within 120 days of the Effective Date, the financial and personnel regulations of the First Phase ITDAs shall have been approved.
	Being complied with

	
	5.3.1 Each ITDA shall enter into an agreement with each VDC in its District for Programme implementation and transfer of Loan proceeds (each an “ITDA MOU”).
	Being complied with

	
	6.1 The PSU shall recruit Facilitating and Resource NGOs to support Programme implementation as set forth below. All NGOs shall be selected through an open, competitive process, based on selection criteria approved by the Fund. Within 180 days of the Effective Date, each Phase I ITDA shall have prepared the short list of Facilitating and Resource NGOs.
	Being complied with

	
	7.1 Facilitating NGOs shall recruit multi-disciplinary Watershed Development Teams (each a “WDT”) to provide technical support services for Programme implementation. Each WDT shall be comprised of the following experts, as appropriate: SHG and micro-finance capacity building; soil conservation; irrigation; training; accounting; agriculture, horticulture, forestry, marketing and legal affairs.
	Being complied with

	
	8.1 VDCs shall be formed with the assistance of Facilitating NGOs contracted by the relevant ITDA. Two-thirds of the members of the VDC shall be drawn from SHGs and/or user group office bearers, with the remainder selected by the Village Assembly to include two members of the PRI, including its ward member. Each VDC shall elect a Chairperson, Vice-Chairperson, Secretary and Treasurer, who shall form the Management Committee. Each VDC shall also establish a Social and Financial Audit Sub-Committee and Technical Sub-Committees, as necessary.
	Being complied with

	
	15.1 The PSU shall prepare a draft Programme Implementation Manual as soon as practicable but in no event later than six months after the Effective Date. The Programme Implementation Manual shall include, among other things: 
	Being complied with

	
	15.2 The PSU shall prepare a draft Programme Implementation Manual as soon as practicable but in no event later than six months after the Effective Date. The Programme Implementation Manual shall include, among other things: 
	Being complied with but late

	
	15.3 The PSC shall adopt the Programme Implementation Manual, substantially in the form approved by the Fund, and the Lead Programme Agency shall promptly provide copies thereof to the Fund and the Cooperating Institution. If neither the Fund nor the Cooperating Institution comments on the draft Programme Implementation Manual within 30 days after receipt, it shall be deemed approved.
	Being complied with

	
	The Programme Implementation Manual shall be modified only with prior consent of the Fund.
	Being complied with

	
	16.1 The PSU shall contract an agency specialised in monitoring and evaluation to design the Programme’s monitoring and evaluation system. The team shall collectively have expertise in participatory methods, computer and information technology, statistical methods and rural development practices.
	Being complied with

	SCHEDULE 3A
	The State shall endeavour to take any Actions required to:

(a) provide each ITDA with the financial, administrative and personnel autonomy necessary to permit it to carry out its responsibilities set forth in Schedule 3 and the Programme Implementation Manual;

(b) ensure inter-departmental cooperation; and

(c)     otherwise facilitate Programme implementation.
	Being complied with

	SCHEDULE 4

Part A
	1) Procurement of goods and civil works financed by the Loan shall be subject to the provisions of the “Guidelines for Procurement under Financial Assistance from the International Fund for Agricultural Development of 1982”, as such guidelines may be amended from time to time by the Fund (the “Procurement Guidelines”).
	Being complied with

	
	2) Procurement of consultant services financed from the proceeds of the Loan shall be undertaken in accordance with procedures proposed by the Borrower and approved by the Fund.
	Complied with

	
	3) To the extent possible, the goods, civil works and services shall be bulked into sizeable bid packages in such a manner as to permit the optimal use of competitive bidding. Before the commencement of procurement, the PSU shall furnish to the Cooperating Institution, for approval: (i) a list or lists of goods and services to be procured; (ii) the proposed grouping of these goods and services; and (iii) the proposed number and scope of civil works contracts to be awarded.
	Being complied with

	
	6) Local Competitive Bidding (LCB).  Each contract for the supply of civil works shall be awarded on the basis of competitive bidding advertised locally, in accordance with procedures approved by the Cooperating Institution.
	Being complied with

	Part C
	7) Local Competitive Bidding (LCB)  Each contract for the supply of goods, vehicles and equipment estimated to cost USD 25 000 equivalent or more shall be awarded on the basis of competitive bidding advertised locally, in accordance with procedures approved by the Cooperating Institution.
	Being complied with

	
	8) Local Shopping.   Each contract for the supply of goods, vehicles and equipment estimated to cost USD 10 000 equivalent or more but less than USD 25 000 equivalent shall be awarded on the basis of evaluating and comparing bids invited from at least three suppliers, in accordance with procedures approved by the Cooperating Institution.
	Being complied with

	
	9) Direct Contracting.   Each contract for the supply of goods, vehicles and equipment estimated to cost less than USD 10 000 equivalent shall be awarded through direct contracting with the contractor/supplier, on terms and conditions approved by the Cooperating Institution.
	Being complied with

	Part D
	10) International Competitive Bidding (ICB).  Each contract for consultant services estimated to cost USD 100 000 equivalent or more shall be awarded following ICB procedures.
	Being complied with

	
	11) Local Competitive Bidding (LCB).  Each contract for consultant services estimated to cost USD 25 000 equivalent or more but less than USD 100 000 equivalent shall be awarded on the basis of competitive bidding advertised locally.
	Being complied with

	Part E
	15. Procurement of Services.  In the procurement of consultant services, everything else being equal, preference shall be given to consultants from developing Member States of the Fund.
	Being complied with

	Part F
	16.
The award of any contract for goods, vehicles and equipment or civil works estimated to cost USD 100 000 equivalent or more shall be subject to prior review by the Cooperating Institution in accordance with the provisions of Annex 3 to the Procurement Guidelines.
	Being complied with

	
	17.
The award of any contract for consultant services estimated to cost USD 100 000 equivalent or more shall be subject to prior review by the Cooperating Institution.
	Being complied with


�The Mission was composed of: Phillips Young, Team Leader; Mr. Crispino Lobo, NRM and Participatory Forest Management; Mr. K. M. Chalai, Programme Management; Ms. Janet C. Geddes, Livelihoods Enhancement; Ms. Anthya Madiath, Community Empowerment and  Gender ; Mr. C. K. Ramachandran, Financial Management and Audit; and Ms. Saleela Patkar, SHG Development and Microfinance. Mr. Mattia Prayer Galletti, IFAD’s Country Portfolio Manager; Ms. Anuradha Maharishi DFID Programme Officer; Mr. Virinder Sharma, DFID Livelihoods and Environment Adviser; Geeta Unnikrishan, DFID Social Development Adviser;     Mr. B. K. Bal State Director of WFP 


� Phillips Young, Anthya Madiath and Janet Geddes visited Koraput and Kalahandi Districts in the company of the Project Director; K.M.Chalai, C. K. Ramachandran and Crispino Lobo visited Gajapati and Kandamal Districts. C. K. Ramachandran also visited Kalahandi Distirct and the State Director of WFP, Mr. B. K. Bal, joined the Mission in Koraput District.  Priya Mahapatra, DFID State Representative joined the Mission in Kandhamal Distirct


� At the time of the Phase I Review the GoI was still in the process of transmitting the necessary authority to IFAD to draw-down the funds deposited by DFID with IFAD for funding OTELP.


� The Loan was declared Effective 15 July 2003 and in accordance with the definition of Programme Year provided in the Loan Agreement, PY 1 was completed 31 March 2004, PY 2 was completed 31 March 2005 and PY3 ran from 1 April 2005 to 31 March 2006.  The beginning of the second half of PY3 was therefore 1 September 2005.  Thus, strictly according to the Loan Agreement, Phase I should have been completed on 31 March 2006 and the Phase I Review should have been conducted in September 2005 not August/September 2006.  However, if the Review had taken place at a time that was in accordance with the provisions of the Loan Agreement, it would have been based on less than 12 months of effective implementation.     


� Executive Summary – Appraisal Report. 


�  Except cases against GOI and GOO, as per point 13 of the Agreed Minutes of Negotiation between GOI, GOO and IFAD


� The Appraisal Report does not provide cost tables specifically for Phase I. 


� While the IFAD Loan was approved in April 2002 it only became Effective in July 2003 and it would appear that to date the Government of India (GoI) has not countersigned the Financing Agreement regarding the transfer of the DFID fund from IFAD to the Programme, as a result the DFID funds deposited with IFAD cannot yet be accessed.


� It was expected that as well as forming new SHGs the Programme would absorb existing SHGs that had been developed under previous government and NGO programmes.


� The lower number of VDCs established results from the Programme Authorities ignoring the provisions of Minutes of Loan Negotiations which required VDCs to be established at village level not micro watershed level 


� Assuming that each SHG is on average only 1 year old


� There is possibly some confusion created by the Appraisal Report on this matter.  Paragraph 48 of the AR states that the Programme will follow GOI watershed guidelines but with extra resources for “watershed plus” activities. The approach to Watershed Management Committees was also discussed in the Minutes of Loan Negotiations but the explanation provided is rather ambiguous.      


� The M&E system is currently being overhauled and up-graded and this data will be collected in future. 


� The Appraisal Report proposes that any planning activities in a Programme village are deferred for 12 month while the group formation and capacity building activities are being undertaken – in practice, due to the pressures being imposed  for “catching–up” on funds disbursements, the VDLPs are being commenced almost immediately a watershed joins the Programme.


� This is in spite of the fact that the Appraisal Report and even the Programme Implementation Manual (PIM) describe the differences in the process in some detail.


� As a result of the initial delays, the PSU came under great pressure from GoO and the donors to disburse the money and show some “physical” development. 


� It should first re-visit the Appraisal report and review the proposals for capacity building that are presented there in order to better understand the overall objectives of the OTELP and the proposed approach to capacity building.


� Appraisal Report Appendix 27 - Phasing of Activities within a Watershed.


� Appraisal Report Annex 13, Appendix 3 Table 1. 


� The Appraisal Report also indicated that if the FNGO did not want to engage these consultants directly this could be done by the Line Department staff on deputation or the FNGO could sub-contract part of the work to the Line Departments.   


� While these “funds” are designated as within the condition of disbursement, they are not described or defined within the Loan Agreement as Loan Categories in Schedule 2 that has been designated as being subject to this disbursement condition.  The legal standing of the condition is therefore somewhat questionable.   


� This is contrary to the provisions of the Loan Agreement Schedule 3 Para. 9 – Planning of Programme Activities.  The matter has also been clarified in the Minutes of Loan Negotiations – paragraph 10.


� While the VDLPs prepared by various FNGOs acceptably capture the problems and priorities of the villagers, they greatly vary in regard to the nature and the extent of detail, quality of analysis, layout and presentation. A Resource NGO was been contracted to define and standardize the process and format for the VDLP but after 12 months it has not produced a standard format and the VDLP process has simply had to go ahead without using their input. 


� Loan Agreement Schedule 3 Para. 9 – Planning of Programme Activities.  The matter has also been clarified in the Minutes of Loan Negotiation – paragraph 10.


� An approach that may be adopted is to engage an NGO that is currently applying Participatory Net Planning Methodology (PNP) to develop the planning module, train OTELP staff at all levels and oversee the implementation of the VDLP process - including monitoring of the results.  The PNP method has been developed by the Watershed Organisation Trust (WOTR), based at Ahmednagar and they would be a possible candidate for carrying out this work.


� Only agencies/consultants with experience in building capacities of diverse stakeholders in large-scale watershed programs should be employed. The manual urgently required includes:- Preparation and Formulation of Participatory VLDPs; Participatory Land Use Planning and Project Formulation; and, Engineering and Vegetative Structures for Micro-watersheds.


� Most of these seedlings were purchased from outside the Programme area because production from Programme nurseries is not yet up to this volume. 


� At Appraisal study tours were proposed to Nepal and various parts of India. 


� An independent review of the impact of the ICRISAT-IFAD grant will visit OTELP in October 2006.


� It was originally expected that only 165 hh would be involved but the districts decided that the planting material should be as widely disbursed as possible. 


� No expenditure has taken place, against Table 7 of Appraisal Report Volume II: Annex 13, Appendix 2 Page 16.








� The ITDAs are under significant pressure to disburse money and meet government targets on SHG financing which can mean a grant of up to Rs.40,000  per SHG is being provided in two instalments. If this approach is operating in OTELP villages it will undermine the savings and credit programme. 





� With data showing the type of infrastructure developed and beneficiaries disaggregated by gender; ethnicity and/or cast. 


� In recent Withdrawal Applications prepared by the PSU, the claim for reimbursement has been made when the PSU released the funds to the ITDA – prior to the initiation of the actual works. 


� While the Programme and its procedures are described in detail in the Appraisal Report and IFAD’s Loan Agreement also describes in detail the legal requirements related to financing and reporting, it is normal for IFAD and UNOPS to work through these requirements with the PSU and other stakeholders at a Start-up Workshop


� The 2004/05 Audit was submitted to IFAD earlier but was recently re-done to meet IFAD’s requirements.


� It is a measure of the level of concern being felt that two missions were mounted in two months when there had only been one full Supervision Mission in the previous 30 months (following Loan Effectiveness). 


� It is a requirement for the PSU to seek approval of UNOPS/IFAD for any changes made to the PIM.


� Based on PSU presentation to Stakeholder Workshop 5 September 2006


� While the PSU figure shows this as expenditure, in fact most of this money has simply been transferred to the ITDAs and VDCs as an advance.


� Financial figure - does not include WFP food aid equivalent to USD 1.65 million or beneficiary labour contribution of USD 318,000.


� WA 4 – Cat III = Rs. 12.62 million; WA 5 – dated 17 May 2006 Cat. III – Rs. 41.35 million; WA 6 - dated 12 July 2006 Cat. III – Rs 54.187 million; WA 7 – dated 7 August 2006 Cat. III – Rs. 46.1 million. Total = Rs. 154.26 million. It should be noted that only USD 257,826 (96% of expenditure estimated at USD 268,569) in respect of WA 4 has actually been disbursed from the IFAD Loan Account. 


� Budget figure is unrealistic.


� Government contribution is the budget outlay, some which will be reimbursed from IFAD and DFID. 


� Mission estimate based on 15% of the labour component.


� Based on IFAD’s proposed timing for the entry of the   last two districts the last 32 watershed will only complete their four year development cycle in year 11 – one year after the currently proposed date for the completion of OTELP.


� The changes proposed in staffing, staff salaries and other allowances are outlined in Annex 2 Table 3.


� Only agencies/consultants with experience in building capacities of diverse stakeholders in large-scale watershed programs should be employed. The manual urgently required includes:- Preparation and Formulation of Participatory VLDPs; Participatory Land Use Planning and Project Formulation; and, Engineering and Vegetative Structures for Micro-watersheds.


� The cost at Appraisal was estimated at Rs. 6,210, the current estimate is 15% more.


� Equipment would include a set of nylon syringes and supplies of the appropriate sized needles; scalpels and a range of blades; scissors and dressing materials; a thermos flask for transporting vaccines; and, one month’s supply of veterinary medicines including antibiotics, anthelmintics, and antiseptics.  These initial supplies would be provided free of charge and in addition the VVV would be provided with a cash float of Rs 1000 to cover the initial purchases of vaccines.       


� It is a requirement for the PSU to seek approval of UNOPS/IFAD for any changes made to the PIM.
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