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cent of household income on average. The non-agriculture workforce has been
growing steadily over the past several years, but given that 87 per cent of this
sector is unorganised, participants are caught in low productivity cycle that -
without significant investment in value addition -makes it difficult to emerge
from poverty. Small producers could benefit substantially from agriculture and
allied sectors if they aggregate their produce, create institutions for local quality
control and value addition and participate in value chain investments. There is
aneed to make investments in productivity enhancement and value addition so
that small producers earn significantly more.

3. The approach

The approach adopted in the various livelihood projects supported by the
World Bank is based on the premise that the poor need both voice and scale to
reduce their vulnerability and exclusion and capitalise on the opportunities that
are emerging from the growth stories that are defining India.

Thelivelihoods project portfolio of the Bank combines economic empowerment
measures with intense social mobilisation of the poor, through promoting
group formation, self savings, service delivery and management of their
own micro enterprises in a sustainable manner and scale. The projects focus
on proper identification of the poor, mobilise them to form affinity based
groups around which economic activities are initiated, and target a variety of
demand driven investments such as family /community assets formation, skill
enhancement and other services, that directly benefit the poor, particularly
the poorest of the poor and enable them to come out of poverty. This in
turn gives a voice to the poor to demand services and equitably trade with
both the government systems and private sector such as banks and market
agents. The community driven livelihood projects also have strong elements
of decentralised governance and accountability to the community through
measures such as channelising money directly from the State level to the poor,
without intermediaries, to minimise leakage, process monitoring of project
inputs and outputs by the poor themselves, and audit of all fund utilisation
both at the community and project levels.

The livelihood programmes have emerged as a critical method of assisting large
segments of the rural poor to access the opportunities opening up in the broader
economy of India. The key features of these programmes include institution-
building support to the poor to form their own viable business organisations in
an aggregated scale; investments in assets through a demand driven approach
where the poor themselves decide on their investment programme; creating
capabilities for enhanced employability of the poor, in growth sectors of the
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economy, through skill development; and enhancing access to markets for
finance, products and commodities, and services.

4. Impact parameters

In the year 2000, the World Bank introduced three rural livelihoods programmes
in the States of Andhra Pradesh, Madhya Pradesh, and Rajasthan. Known as
District Poverty Initiatives Projects (DPIPs), these projects shared a common set
of goals and principles, though their implementation details were customised to
the needs and interests of the individual States. As of 2008, all three DPIPs had
closed and produced impact assessments.” This note describes the key impact
of the DPIPs in areas central to improving rural livelihoods - institutional
development, asset accumulation, access to finance and markets, access to
employment - which over 20 projects in the South Asia region have adopted
since the DPIPs were approved. Improving these elements can improve the
livelihoods balance sheet of poor households, allowing them to participate in
the growth economy. Each project has had many multiplier effects and impacts
beyond those discussed in this summary.

All of the DPIPs supported the agendas of inclusive growth and poverty
reduction articulated by the Government of India, the World Bank’s Country
Assistance Strategy, and the three State governments. They did this by
increasing the ability of the poor to meet their socio-economic development
needs and to expand their livelihoods assets and opportunities. Each project
laid emphasis on different elements as per the local situation. Despite some
differences in approach, the poor in these three DPIPs accumulated savings in
US$400 million, leveraged nearly US$3 billion in loans from commercial banks,
achieved US$1 billion turnover in collective marketing of farm and non-farm
produce, and leveraged well over US$60 million in resources from other public
programmes.

5. Building institutions of the poor

A central tenet of rural livelihoods projects is the development of institutional
platforms of the poor. A system of aggregated institutions built up from the
grassroots helps the poor take advantage of economies of scale and organisation
to access markets and services. The three DPIPs invested over US$67 million

2 Each DPIP commissioned analyses that surveyed over 8000 households. In Rajasthan, the Institute of
Development Studies surveyed 5600 households in 140 villages in seven districts supplemented by focus group
discussions and individual interviews. Andhra Pradesh commissioned several studies of specific issues, but the
central impact assessment was performed by the Centre for Economic and Social Studies, which did three rounds
of household surveys covering 2640 households (1590 self-help groups in 264 village organisations). In Madhya
Pradesh, the National Centre for Human Settlements and Environment did an ex post economic analysis of 240
different livelihood activities through field surveys and interviews with 2169 beneficiaries.
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towards institutional development. Starting at the grassroots, they created and
supported over 240,000 participatory and representative institutions of the poor,
and facilitated the formation of over 12,000 aggregate institutions. The projects
worked with NGOs, project staff, and over 75,000 community professionals
trained by the projects to build the institutional structures, build their capacity,
and provide vital services.

The Andhra Pradesh District Poverty Initiatives Project (APDPIP) promoted
and supported the formation and strengthening of 3 tiers of self managed, self
reliant, and sustainable institutions of the poor: women’s self-help groups (SHG),
village organisations (VOs), Mandal Samakhyas (MSs) and Zilla Samakhyas
(ZSs). APDPIP used a thrift based model of community mobilisation and
interaction that supports three goals:

® the practice of savings which helps the poor begin to build assets;
e the habit of repayment, which helps build bridges to banks;

e build trust and positive social capital among the group members which provides
a foundation for them to work together for common goals in other areas.

Atclosing, the project covered 90 per cent of all rural poor households in six project
districts of AP, which was much higher than originally envisaged. This was due
to a good response from communities, government agencies, and commercial
banks. These institutional arrangements have enabled the poor to access a range
of services, resources, and expertise from both public and private sector.

A follow up on Andhra Pradesh Rural Poverty Reduction Project has achieved
spectacular success to carry this agenda forward. In 2009, the project has
organised 10.2 million women in all the districts of Andhra Pradesh, into over
850,000 SHGs that have been federated into 35,500 village level organisations
and 1100 Mandal Samakhyas.

Madhya Pradesh District Poverty Initiatives Project’s (MPDPIP) core
investment supported the formation of common interest groups (CIGs). The
CIGs were members of village development committees (VDCs) at the village
level for development planning and producer companies to reach markets
and financial services beyond the village level. MPDPIP’s mode of financing
worked through a system of matching grants. The communities contributed
US$6.2 million equivalent in cash towards approved sub-project costs. CIGs
also engaged in savings and contributed 10 per cent of their sub-project cost to a
village fund (the Apna Kosh) - totaling US$8.3 million by the end of the project
- for the purpose of maintaining investments created under the project.

The aggregate institutions formed by the project were producer companies
(PCs), a hybrid between a private limited company and a cooperative society.
This institutional form retains the principles of a cooperative society but is
outside the purview of the State Government, thus avoiding past problems of
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over-dependence among cooperatives. PCs can have an unlimited number of
members, all with voting rights, but they also have professional management
and a for-profit orientation, which ensures the effectiveness and efficiency of
the operations. By the end of the project, 17 PCs (15 crop, 1 dairy, and 1 poultry)
were operating with 47,700 shareholders. Most of the PCs have been in existence
for nearly two years and were achieving a total turnover of US$1.4 million.

The Rajasthan District Poverty Initiatives Project (RDPIP) also worked with
CIGs of poor men and women, which federated into Cluster Associations (CAs)
for economic activities. The Project financed community investments similar to
MPDPP - matching grants based on approved community sub-projects. By the
end of the Project, 31 per cent of CIGs with approved sub-projects were rated
as sustainable using the agreed upon quality and sustainability parameters.
Some 2,910 CIGs were members of CAs of which 2,556 CIGs were engaged
in dairy activities. Rajasthan demonstrated the potential for building up CIGs
and linking them to established institutions like milk unions, dairy cooperative
societies, and ultimately to dairy federations. The dairy CIGs linked to Rajasthan
State Cooperative Federation (RCDF) and Srijan Maitree Dairy Federation was
the most successful model. This approach provided the CIGs with access to
services that could only be affordable at scale - such as registration fees, cattle
insurance, quality veterinary services, etc.

6. Promoting inclusion

Inclusion was a major goal for each of the DPIPs, and each project crafted
strategies for the inclusion of women and marginalised groups, including
scheduled castes and tribes.

In the APDPIP, the participatory targeting exercise identified the poorest of
the poor (28.2 per cent), poor (58.1 per cent), and middle income (13.2 per cent)
in each of the project villages. Each group was further disaggregated by social
groups. Among the poorest of the poor, 52.6 per cent were from scheduled
castes, 17.3 per cent from scheduled tribes, 23.2 per cent from backward castes,
1.8 per cent were minorities, and the remaining 5 per cent were other castes.

APDPIP worked through women’s SHGs, so they comprise 100 per cent of direct
project beneficiaries. Women in the APDPIP are managing most enterprises
run by the VOs, MSs and ZSs. This has led to an increase in participation of
women in the rural market economy as they are negotiating with traders,
private sector, and public sector representatives. Women demonstrated their
leadership ability and management skills by successfully managing the food
security programme, collective procurement, and marketing and supply of
different types of agricultural inputs. A CESS study and a May 2006 survey
highlighted the improved control of women over resources, largely facilitated
by project interventions across all social groups. The study also indicated that
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decisions relating to the purchase of food items and savings, subscription of
savings, marriage of children, purchase of immovable property, and health
expenditure are jointly made at the household level.

MPDPIP had a gender empowerment strategy and a tribal development
strategy that guided institutional development and financing activities. Women
comprised 37 per cent of project beneficiaries, with 30 per cent of CIGs being
exclusively women. They have also taken leadership positions in over 94 per
cent of VDCs and are on the executive committee in 80 per cent of VDCs. The
Project organised 16,093 (29 per cent) sub-projects for women where they have
opted for different forms self employment and now contribute a substantial
share to the family income and are thus participating in household decision-
making. The impact survey revealed that 82 per cent of respondents attested
that women'’s participation in household decision-making has increased to a
great extent. Additionally, participation of tribal groups in MPDPIP significantly
exceeded the stated completion target of six per cent with 14,357 (26 per cent)
sub-projects for Scheduled Tribes.

In the RDPIP, over one-third of the groups (6,275) were women's groups covering
some 96,000 individuals. Of the total number of CIGs, some 7,800 had women
as chairpersons of the groups. In Baran, a predominantly tribal district, Sahariya
tribals received cattle and became members of the RCDF, acquired special
low-cost housing, and received access to natural resources and wage labour
through participation in joint forest management activities. During stakeholder
discussions, women commented that acquisition of assets and additional income
had reduced the amount of wage labour they engaged in outside of the house,
and provided them with income to invest in education and health.

7. Access to finance

The financial goal of livelihoods projects also create the rural poor as a viable
clientele for formal financial institutions. APDPIP adopted a village finance
model where grants from the project were on-lent to members of SHGs for
consumption and production purposes. MPDPIP

and RDPIP pursued a matching grant model where The poor in these DPIPs

communities contributed a portion of the costs for a accumulated savings in excess of
sub-project investment, and they promoted savings US$400 million, leveraged nearly
among CIG members. All of the projects liaised with EEERZIGIRTRILIEN i Ne el

banks and MFIs to promote greater access by the poor. banks, achieved US$1 billion

turnover in collective marketing of
farm and non-farm produce, and
leveraged well over US$60 million

) ) in resources from other public
Development assistance (IDA) investment of US$111 programmes.

million, the participating poor households leveraged

Institutions of the poor in Andhra Pradesh leveraged
resourcesandaccessed significantamountsof creditand
other financial sector services. From an International
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the following additional resources in six years:
e cumulative savings in excess of US$113 million, which was used to further
leverage credit from commercial banks;

e cumulative credit from commercial banks in excess of US$425 million with
repayment rate higher than 95 per cent, indicating a strong relationship with
commercial banks;

e annual bank credit accessed by the members of SHGs increased from US$11.6
million in 2000 to $124 million in 2006.

e number of SHGs linked to banks was 155,091 as against the target of 45,000.
The SHGs have become valued clients of the banking system.

In the APDPIP, over 500,000 households purchased life insurance coverage
(death and disability insurance) on a voluntary basis.

In the APDPIP, over 500,000
households purchased life insurance
coverage (death and disability
insurance) on a voluntary basis.
This is more than a three-fold
(15 per cent of poor households have

This is more than a three-fold (15 per cent of poor
households have insurance) increase when compared
to the scenario in 2003 (less than 4 per cent of poor
household had life insurance coverage).

In Rajasthan, dairy CIGs could access cattle insurance
through the federations to which they linked.

insurance) increase when compared

to the scenario in 2003 (less than 4

per cent of poor household had life
insurance coverage).

During the project period, SHGs revolved a total of
US$919 million (from CIF, recycled CIF, SGSY subsidy,
revolving fund, interest subsidy, bank loans, and
internal loans from own savings and other earnings).
This worked out to be at an average of US$5,355 per
SHG.

By March 2009, the two projects in Andhra Pradesh
(APDPIP & AP Rural Poverty Reduction Project),
implemented by an autonomous society registered by the government of Andhra
Pradesh had achieved spectacular results, with an investment of $350 million from

the World Bank:

In Rajasthan, dairy CIGs could
access cattle insurance through the
federations to which they linked.

m Besidess women SHGs project also organised over 210,000 persons with
disabilities into some 23,000 self-help groups which provide various support
services to their members. These self-help groups have generated cumulative
savings and a corpus of US$1.24 billion.

m Over 6.5 million households had access to credit from formal financial
institutions, up from less than 500,000 in 2000.

m A financial sector for the poor has been developed in Andhra Pradesh. Banks
now lend 65 times more to the rural poor than before the project and have
identified a new client base. Annual credit flow to poor households increased
from less than US$23 million in 2000 to US$1.23 billion in 2008-2009. Until 2009,
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the cumulative credit flow from commercial banks has been US$4.3 billion.
The repayment rate by the women'’s groups is higher than 90 per cent.

m 9.6 million rural poor have death and disability insurance, up from less than
1,000 before the project started.

m the project has helped community organisations get better market prices for
their products and services. Collective marketing and procurement worth
US$321 million has been undertaken by them.

m self-help groups and their federations are managing various service delivery
franchises including the distribution of contributory and old age pensions to
members. Institutional platform of these self-help groups have been used
to access safety net programmes such as the benefits of National Rural
Employment Guarantee Scheme

m 600 nutrition-cum-daycare centres run by the community organisations
providing nutritive food, nutrition and health support services under one
window at the village level have resulted in remarkable improvement in
health outcomes. No maternal, infant and neonatal deaths have occurred
among the members enrolled and there has been a significant increase in
the nutrition level of the infants and child malnutrition has been almost
eradicated in these villages. The other indicators include more than 90 per
cent safe deliveries and no low birth weight baby born among women who
enrolled in the programme.

m women’s self-help groups strengthened by IDA-supported projects have
swung into action in other areas of need. For example, within six months of
the tsunami, about US$20 million were channeled to help restore livelihoods,
using the community targeting and micro planning methods established
under these projects. Similarly, SHGs help various public programmes,
including building awareness about AIDS, as well as about nutrition and
maternal health.

m State Government of Andhra Pradesh has used the institutional model and
lessons learnt from the project to launch a State Mission for urban poverty
elimination targeted at all the urban poor households in the State.

MPDPIP and RDPIP did not work through self-help groups using savings
and thrift as a core organising principle at the grassroots, so it would not be
expected for them to achieve the level of formal financial linkages that APDPIP
did. However, MDPIP did make progress in terms of savings and access to
credit after adjusting a few project features.

The effect of MPDPIP initiatives in the State is evident in the savings behavior
of project households, which increased 183 per cent over the project period.
Moreover, increased savings occurred most intensely among the lower income
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quintiles. Apna kosh in MPDPIP, designed originally to cover the maintenance
of the community infrastructure created under the project, gradually shifted its
focus to microfinance. By the end of the project, they had collectively accumulated
US$8.3 million contributing in eliminating moneylenders to a great extent.
The willingness and openness of the banks to finance CIGs has also grown
exponentially. This kind of enthusiastic response of the banking system to help
CIGs and the high level of credit flows to the poor was not originally expected.

MPDPIP reached an agreement with National Bank for Agriculture and Rural
Development (NABARD) that CIGs are a type of SHG and therefore are eligible
for group lending. Following this development, the project reported a sharp
increase in the number of CIGs accessing banks. At the end the project, the total
credit flow from commercial banks to these groups grew to US$10.6 million,
through 25,906 Kisan credit cards and Rs106.2 million through direct linkages
between banks and 8,124 CIGs.

The RDPIP did not set out to track savings by individuals, but in tracking
linkages to government, NGO, and bank developmental programmes it
found that some 2,467 CIGs were linked to RCDF and about 5,000 CIGs were
linked to large NGOs such as Srijan and Pradan, who federated the CIGs into
clusters and producer companies. Those CIGs to form clusters did accumulate
US$1.2 million in savings and US$1.3 million in bank linkages.

7. 1. Expanding livelihoods opportunities

Although the rural economy is most often associated with agriculture, one
coping strategy for poor households is to have a variety of income sources that
can buffer them from shocks (like weather). The experience of the DPIPs in
terms of livelihood diversification varied according to the natural resource base
Figure 3: AP communities available to the poorand, perhaps, tradition.
invested heavily in income In APDPIP, for instance, more beneficiaries
generation invested in non-farm livelihoods. RDPIP
_ observed that non-farm activities were not
very popular with poor people although
the returns are much higher in it. They
attributed this to inadequate knowledge
about the market and limitation of
skills, preventing the rural people from
adopting a source of livelihoods that is too
unfamiliar.

Others
23

pomall In six years of implementing APDPIP,
& access to CIF and Bank finance allowed
the poor to shift from wage employment

below subsistence level to self employment,
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diversify their livelihood sources, and increase their asset ownership (gross
assets by 73 per cent and movable assets by 139 per cent). With the reduced
dependency on money lenders for credit, increased surplus from economic
activities and assets and reduced consumption expenditure, livelihoods of the
poor have improved. A large proportion of the project promoted investment
went into livestock and allied activities and petty trade and service activities.
These livelihood activities had a tremendous impact on quality of life
parameters relating to women. Overall, the number of livelihood investments
per household in APDPIP after the project was 8.7 versus 1.1 before. At the
same time, ownership of sheep and goats went up to 18 per cent versus 13 per
cent before the project. Currently in the APRPRP, through a special agricultural
subprogramme within the project, over 1.38 million acres of land have been
brought under sustainable agricultural practices, like non-pesticide-based
agriculture management.

In the MPDPIP, increases in irrigated land increased the value of agricultural
productivity, so many CIG livelihood choices focused on agriculture. For
example, with the availability of tubewells and electric pumps, the number
of crops per year increased to two or even three. The project also facilitated
villagers to change occupations from farming to business, trading, and other
professions in the secondary and tertiary sectors. Unemployed youth in villages
are now trying to enter into service sector as drivers, security guards, hotel
management, and construction workers. Although the differential of the increase
in the value of agricultural productivity over the increase in irrigated land was
roughly 50 per cent across all households, the actual increase in productivity
(149 per cent) was much higher for )

CIG households because of the high Flgur? & Break.dov.vn of

order of increase in irrigated land (27 §ubp1‘0] ects by h‘_’ethOdS

per cent) as compared to non-CIG investment type in RDPIP

and non-project households.

In the RDPIP, sample analysis
showed that non-farm livelihood
activities had the higher IRRs (median
of 126 per cent extrapolated over
a five year period). However, they
were not popular with the poor with
only 27 per cent of CIGs pursuing
these activities. Animal husbandry
comprised the largest component in
the Project, accounting for 8,555 (49
per cent) of all the CIGs. Goat rearing
had an IRR of 8-9 per cent while
dairying had an IRR of 25-36 per

Natural
Resources
Management
39.1%

Non-farm
21.9%
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cent when their earnings were extrapolated over a five-year period. Together,
these two activities accounted for 95 per cent of all animal husbandry activities.
Natural resource management (NRM) CIGs comprised 14 per cent of activities
initiated under RDPIP, accounting for 2,256 CIGs covering approximately 25,000
households. Agricultural development activities accounted for 37 per cent of all
NRM activities initiated. Horticulture, land levelling and vermin composting
were the other significant activities accounting for 24 per cent, 15 per cent and 8
per cent of all NRM activities respectively. The range of IRRs seems extremely
varied with the minimum observed being 3 per cent return on investments and
the maximum being 299 per cent return on investments.

7. 2. Linking to employment

APDPIP also supported rural youth in SHG-member households by providing
skill development, scanning the market for employment opportunities,
and providing placement support in partnership with many private sector
organisations and employers. The project also supported Livelihood
Advancement Business Schools (LABS) at the district and mandal levels.
In FY 2005-2006 (project closing), a total of 11,883 youth belonging to poor
households were offered placement in training programmes and/or jobs.
A post assessment study conducted on youth who took jobs in urban areas
revealed that, on average, each was earning annually about US$1000 and
sending about US$500 as annual remittance back to their families. More
than 190,000 young people have been trained and placed in jobs through
partnerships with the private sector.

The Project supported rural youth belonging to CIG member households with
skills development, training, market scan and placement support in partnership
with many private sector organisations and employers. About 1,350 youths
have been selected for placement in various spinning mills, and 850 members
have been trained and placed as security guards.

Similar to Madhya Pradesh, the RDPIP focused on agriculture-based livelihoods
and optimised its partnerships with federations like RCDF to maximise the
market potential of CIGs engaged in agriculture and livestock activities. At the
End of the Project (EOP), 56 per cent of all CIGs formed had received basic
orientation training as part of the project. However, there is no reliable data
available to assess the quality of training provided and anecdotal evidence from
stakeholder workshops suggests that training inputs were mixed, especially
with regard to non-farm livelihoods.

7. 3. Accumulating assets

Poor households, by definition, have few assets (either movable or immovable)
and often moveable assets are sold off to weather shocks from illness, death,
climate, and other potentialities.
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In APDPIP, the value of household assets almost tripled---from US$1032
to US$2974 on average during the six-year project period, and there was a
significant increase in the ownership of both immovable and movable assets.
A large majority of this investment was leasing dry and wet land, constructing
houses, purchasing milch animals, and purchasing gold jewellery. The extent
of irrigated land owned by the poor also increased. On average, investments
in productive assets by SHG members increased 168 per cent (US$1255) after
joining the SHG. Likewise, the average family gross assets of SHG members
was US$1032 before joining SHG and increased 188 per cent to US$2974 after
joining the SHG. Many women took up non-farm activities, including small
manufacturing and trading, including garments, furniture and retail trading in
consumption goods. During this period the turnover from assets also increased
by 177 per cent.

Table 1: Changes in asset ownership and productivity in APDPIP

Indicator Pre-SHG SHG

Total number of assets 8,286 15,311

Total value of assets million Rs/million US$ 83.4 1.9 237.5 5.4
Annual turnover million Rs/million US$ 34.3 0.8 126.0 2.9
Income from assets million Rs/million US$ 16.5 0.4 50.7 1.2
Income turnover ratio 48.1% 40.2%

Note: US$ values calculated using an exchange rate of US$1=.44 consistent with the ICR

Asset formation patterns in the MPDPIP also clearly demonstrate the
influence of project interventions. Analysis shows that households in the
project area - both CIG and non-CIG - increased their household assets
during the project period. In contrast, assets of non-project households
decreased. Trends in household asset formation reveal an increased trend
towards ownership of cycles and radios, mainly in the case of project
households - both CIG and non-CIG.

Livestock holdings decreased across all households in the State, except among
households belonging to a project CIG, which increased their livestock holdings
by three per cent. Non-CIG households’ livestock holdings declined by 12 per
cent, while those of non-project households are down by 18 per cent.

In RDPIP, the main theme of the project was the creation of physical assets
amongst members of the target community. Despite the deficiency of the project
to promote clusters to the level originally envisioned, livelihood activities
have had significant impact on the incomes and living standards of member
households at the CIG level itself due to the creation of a livelihood asset coupled
with the macroeconomic growth in the State over the past few years.
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7. 4. Market access

For those SHG and CIG members who invest in agriculture based livelihoods,
access to competitive markets is essential to maximising profit. Through the
institutions of the poor created by livelihoods projects, farmers can improve
the terms of trade both with input, output, and financial markets. The DPIPs
collectively created over 1500 aggregate institutions of the poor that actively
engaged in marketing. Members of these groups received prices for their goods
that were 30-40 per cent higher than what they had previously received.

APDPIP invested significantly in value addition at the local level for various
agribusiness activities by developing market linkages with the public,
cooperative, and private sectors. These linkages enabled producers to get more
than 30 per cent higher prices. Access to the market was improved by:

® meeting critical infrastructure gaps (e.g., setting up bulk milk cooling
centres);

e promoting wholesale trade by community groups in commodities produced
and consumed by the poor;

e developing franchises and partnerships with private sector.

By EOP, over 1500 VOs had implemented collective marketing activities,
including 695 community-managed procurement centres. In addition, 273 VOs
and 42 MS operated village procurement and bulk milk cooling centres acted as
franchises for large State and national dairy companies and cooperatives. The
cumulative collective marketing turnover at project closing in 2006, including
all commodities, was US$38.8 million. These investments also contributed to the
increased sustainability and viability of individual economic activities taken up
by the poor households.

MPDPIP made excellent progress in developing the Producer Company model
to establish market linkages, thus converting CIG investments into a sustainable
livelihood stream for the beneficiaries. All CIG members participating in these
producer companies are shareholders of these companies and have the first call
to get the services provided by these companies. These linkages have made
the initial investment through the CIF both more productive and sustainable.
The PCs are also benefiting the CIG members through timely and quality input
supply, like seeds, at a lower than market rate, and providing an assured market
for their produce. Hence the social benefits of these producer companies are
much higher than what their own profitability shows. The project promoted
17 such producer companies in the different districts covered by the project.
While a majority of these PCs are involved in agricultural commodities, a
selected few have also been formed in the non-farm sector, such as for poultry
and milk marketing. An economic analysis by MPDPIP showed that by the end
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of the project, the net present value (NPV) of the PCs ranged from US$2545 to
US$21,705, and IRR ranged from 35 per cent to 216 per cent.

In any case, local level value addition and direct market linkages are tilting the
terms of trade in favour of the poor and generating 30-40 per cent higher prices
for the products of the farmers in Rajasthan.

7.5 Improving the household livelihoods

All households seek to have more resources coming in than going out - they
must manage their household balance sheet so that they have a positive flow
of assets and cash at the end of the month or the year. According to impact
assessments, households in the DPIPs saw household income increase between
50 and 115 per cent over the life of the project. Household consumption and
expenditure patterns also improved.

According to a CESS impact study of APDPIP, the annual income per household
among beneficiaries increased in absolute terms by 115 per cent from US$483
to US$1041 over the last five years of the six-year project, compared to a 64
per cent increase for non-participant households. Moreover, households’
dependence on high-cost sources of borrowing reduced by more than one-
third. Small but compulsory savings
and inter-lending by SHG members
reduced the dependence of members
on traditional high-cost sources of
borrowing, often interlinked with
commodity/labour sales. Interest
payments significantly reduced from
an average of US$104.5 to US$60
per household, indicating access
to credit on reasonable terms from
commercial banks and less credit

Figure 5: Incremental income
investment by households in
Andhra Pradesh
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New
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from moneylenders. On the whole,
the average household expenditure
increased US$196 per annum, and
project households spent three times
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more on education. A January 2007
survey indicated that a substantial
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In MPDPIP, the real incomes of project beneficiaries (CIG households) increased
by 53 per cent over the project implementation period as compared to non
beneficiaries in project villages whose incomes increased by 24 per cent; the real
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income growth of households in non-project villages was only 15 per cent. On
average, CIG households saw an 18 per cent increase in average expenditure
levels. Non-CIG households registered a drop of one per cent while non-project
households curtailed their expenditures by up to nine per cent. The increase
in household spending was highest (15 to 28 per cent) among the poorest CIG
households. Studies found that CIG households spent 56 per cent more on
education, followed by food (30 per cent) and house maintenance (27 per cent).
Similar to APDPIP, MPDPIP found that borrowing by CIG households in the
lower income quintiles showed a drop of 6 to 10 per cent.

In RDPIP, the average income of the CIG member household increased from
US$417.31 in 2001 to US$742.45 at EOP compared to US$434.09 to US$667.95
for the control groups during the same period. The average income earned
from selling milk by CIG households is US$374.90 compared to US$306.72 in
case of non-CIG household. On an average, DPIP households have increased
their income level by US$260.34 after the implementation of the programme,
whereas non-DPIP households have improved it by US$192.22. After DPIP
was implemented, the difference in annual income between DPIP and non-
DPIP households isUS$207.68. Nevertheless, the ICR report notes that this
difference cannot be interpreted as the effect of the programme since other
factors such as initial economic conditions, education level, and caste may
confound the difference in annual income between DPIP and non-DPIP
households. (Singh and Sharma 2008)

7. 6. Improved service delivery and convergence with
government schemes

The DPIPs interfaced and influenced government programmes at the local,
State, and even the national level, and this convergence leveraged millions
more in funds for communities through direct financing, thereby allowing for
last mile service delivery by programmes.

Table 2: Household consumption by the numbers

Indicator APDPIP MPDPIP RDPIP

Average increase in household income US$1041 53 per cent | US$59 to US$250
(115per cent)

Change in average interest payments -US$44.5

on debt by households

Average increase in household US$196/year | 18 per cent

expenditures

Notes (The World Bank 2007) (The World Bank 2008) (The World Bank 2008)
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In APDPIP, community institutions provided a ready database to channel
funds from line departments, which made targeting for service delivery agents
more efficient. Some public agencies have outsourced or franchised some of

their services to community based organisations (CBOs).

Towards the goal of empowering communities, APDPIP
sensitised SHG members to their entitlements and
their potential role in local government institutions,
including PRIs. A large number of poor women in AP
stood for elections, and 4072 were ultimately elected to
office. These included all tiers of local government—
district, Mandal, ward.

According to a CESS study, political empowerment had
occurred among poor women due to the project, and it
points to an increase in participation by women in gram
sabhas and community level meetings conducted by
panchayat bodies.

Up to November 2006, a total of 822,602 pensions worth
US$31 million were distributed by VOs. Similarly in
Madhya Pradesh, many government departments now
use CIGs to deliver services to villagers in areas such as
health, education, and sanitation. (The World Bank 2007)

Box 1: An unexpected outcome:
political empowerment

Towards the goal of empowering
communities, APDPIP sensitised
SHG members to their entitlements
and their potential role in local
government institutions, including
PRIs. A large number of poor women
in AP stood for elections, and 4072
were ultimately elected to office.
These included all tiers of local
government — district, Mandal, ward.
According to a CESS study, political
empowerment had occurred among
poor women due to the project, and it
points to an increase in participation
by women in gram sabhas and

community level meetings conducted

By and large, the proportion of households who access by panchayat bodies

the various government programmes is high among
participants as compared to the non-participants.

InRDPIP, projectstaff coordinated with other departments tomobilisefundsfrom
other government schemes to benefit target households. Apex service providers
such as the Rajasthan non-farm Development Agency (RUDA), Indira Gandhi
Panchiyati and Gramin Vikas Sansthan (IGPRS), Malaviya National Institute
of Technology (MNIT), Rajasthan Cooperative Dairy Federation (RCDF) and
National Bank for Agricultural Development Consultancy Services (NABCONS)
were formally brought in to support the project. An estimated additional US$35
million was mobilised through government schemes, including health, drought
relief, joint forest management, tribal housing, watershed management and
employment guarantee schemes. In many cases CIG mobilisation was financed
through the project and asset creation financed through convergence with the
government programme. (The World Bank 2008)

The DPIPs also influence government programmes, for e.g., at the Central level,
the approach used by APDPIP has been described as a national model in the
Draft Eleventh Five Year Plan Approach Paper released in 2006 and is likely to be
the basis for a National Mission on Poverty Elimination. (The World Bank 2007)
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7.7. Moving forward: scaling up and consolidating
success in the DPIPs

The rural livelihoods agenda has expanded greatly since the first three DPIPs
were introduced. In Andhra Pradesh, the World Bank began financing a follow-
on project — the Andhra Pradesh Rural Poverty Reduction Project (APRPRP) —to
consolidate successes from APDPIP and scale up the project to the entire state. In
six years of operation, APRPRP has had the following outcomes thus far:

7. 8. Lessons learnt

Several lessons have been learnt from implementing the above first generation
livelihood projects financed and supported by the World Bank in India. These
lessons are now being used to design the second generation rural livelihood
projects that are being designed or have begun to be implemented in India in
the States of Bihar Jeevika), Orissa (Tripti) and the North East region. Some
important lessons include:

Table 3: Progress from APDPIP to APRPRP

Indicator APDPIP APRPRP
Project investment in social mobilisation (US$ million) 30.2 83.9
Number of poor mobilised 2,300,000.0 10,182,181
Institutions formed at the

e community level 171,618.0 850,671
o village level 9,872.0 35,525
e block level 316.0 1,098
e district level 6.0 22
Number of community professionals created 76,000.0 200,000
Cumulative savings by project community institutions 113.0 660
(US$ million)

Cumulative credit flow to project community institutions 425.0 1,637.0a
(US$ million)

Number of institutions engaged in marketing 1,542.0 2,507.0
Average price increases received by producers 30 per cent

Cumulative collective marketing turnover 38.8 492.5
(US$ million)

Note: Exchange rate of US$1=Rs 0.44(as reflected in ICRs) used to calculate US$ figures for APDPIP. a. number in 2008/2009 as of
March 2009

Sources: Society for the Elimination of Rural Poverty 2009, Kumar 2009
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e DPoverty targeting through a combination of participatory methods and village
assembly’s (gram panchayat) endorsementis effective and raises transparency.
Participatory wealth ranking has proved an effective and equitable tool to
identify the poor and improve the government’s Below Poverty Line (BPL)
list. Similarly, a public review and approval of the wealth ranking-based list
at the Gram Sabha level can minimise future conflicts and controversy. This
methodology is being used in Madhya Pradesh and Orissa in some form to
ensure that the poorest of the poor are not left out of theses projects.

® In order to address and improve livelihoods of the poor, promoting and
strengthening their own institutions is essential. Direct and intensive support
to the groups of the poor in the process of their livelihoods augmentation
is more effective than assistance through existing village institutions. This
is because main concerns and mandate of the village institutions are in
the public domain, whereas livelihoods-oriented interventions focus on
a household’s own assets and capacity. Sometimes unequal and divided
village societies could also impede the poor to gain voice in the public arena
and risk elite capture of project benefits. The building of federated SHGs is
now the core design of all the rural livelihood projects being supported in
India. In the past, different projects followed different groupings which were
found to be not so gender sensitive and sustainable in the long run after the
project ended.

e Intensive and continuous facilitation is essential for successful social
mobilisation and capacity building of the poor. This learning follows from the
above requirement of building cohesive and sustainable groups of the rural
poor. The process of group formation, trust and capacity building of the poor
requires handholding support by external facilitators, tailored to the specific
needs of each group at different stages of development. The projects now
follow the successful experience of Andhra Pradesh, in which specialised
units of facilitators (including resource persons from the community itself)
provided high quality support to the groups over a long term. The initial
phases in MP and Rajasthan did not have this processs intensively enough,
leading to weak and inadequate numbers of groups being formed.

e Social mobilisation and capacity building for the sake of social action
alone is not enough to empower the poor. Group formation and capacity
development need to help the poor make best use of the tangible income
opportunities, made available through creation of assets at the household
level and linkages to a wider market. To ensure this, all livelihood projects
now are linked to the commercial banks for continued financial inclusion
and once the groups are strong, they link with other government schemes
for additional finance.
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® In order to access promising markets, small groups need to federate and
operate at a higher level. Lack of access to different kinds of markets
is a major reason for the rural poor to continue to remain in poverty. To
overcome this constraint and to enhance income flows to the poor in a
sustainable manner, federation of small groups into such entities as producer
companies is necessary. Through federation, small group members can also
access a variety of services, such as supply of high quality seeds, which
make their assets more productive. This emerged very clearly from the
experience of all the three DPIPs in Andhra Pradesh (where village and
mandal level federations have been formed), Madhya Pradesh (where
Producer Companies have been formed), and Rajasthan (where women’s
dairy cooperatives have been formed).

e Private sector participation is important for sustainable livelihoods of the
poor. Drawing on MPDPIP’s successful experience of developing producer
companies with sustainable private sector market linkages, the rural
livelihood projects now support technical assistance for major livelihood
activities through strategic public-private-partnerships. These sector support
organisations will provide technical know-how, critical market linkages,
and capacity building support to community organisations mobilised and
formed through the project. However there are still many bottlenecks in this
from both sides, as government systems have stringent contracting norms
and the private sector is often unwilling to experiment with supply chains
that they do not control.

® A competitive recruitment system and merit-based human resource
development strategy ensures high quality performance and commitment
by project staff. Competitive recruitment and selection of staff from both
the open market and the government system creates a culture of high
standard performance and commitment in the project management units.
While this lesson seems obvious, within the government system it is a major
issue as recruitment of staff, salary scales and other service rules are highly
constrained and universally applied across systems.

Drawing lessons from the implementation of these projects, the key issues that
need to be currently addressed in livelihoods for the poor include the following:

® a participative and efficient system of identification of the poorest in a
stratified village society, so that benefits reach the right people;

e identification of avenues for livelihoods outside agriculture that can absorb
large numbers, given the limited scope for employment generation in
agriculture in India;
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e design of a robust scaling up strategy in projects and programmes, so that
the impact on poverty reduction can reach the millions of poor;

e an effective institutional and programmematic mechanism for converging
the disparate rural development schemes of the government so that the
utilisation of public resources is more effective;

e an effective institutional framework involving different stakeholders such as
the community, government, civil society, NGOs, financial institutions, such
as banks, and private business sector, to work together in such projects to
complement their core competencies and achieve common goals.
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