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FOREWORD

Since the start of its operations in the countryl8¥8, IFAD has approved 22 loans for Pakistan for
an overall amount of US$422.6 million. This corresgs to 14 percent of IFAD’s lending in the
region, making Pakistan IFAD’s fifth largest borremin Asia and the Pacific. An additional US$810
in government counterpart funds and US$468 milfrmm co-financiers brings the overall portfolio
to a total of US$1.7 billion.

IFAD's activities in Pakistan have been governedlmpuntry strategy which was developed in 1991
and by the Country Strategic Opportunities Pape®8OP) formulated in 2003. The 2003 COSOP
proposed assisting the Government in five main s@ardg agricultural and rural development;
(i) women's empowerment; (iii) access to natuedaurces; (iv) decentralization; and (v) household
food security. These main areas are consistent Waththe Government’s agenda in terms of country
priorities and strategies as well as with IFAD’'ggienal strategy in Asia. Moreover, decentralization
is particularly timely and relevant to the devohuiprocess initiated in Pakistan in 2000. However,
there are some gaps in the last COSOP, such addhelopment of the non-farm sector, access to
markets, and the promotion of linkages to the gesector. In addition, the evaluation noted thwed t
COSOP would benefit from wider synergies amongrnbhestment projects and non-lending activities
such as policy dialogue, the strengthening of paghips and knowledge management. Finally,
despite working in various remote, disadvantaged eonflict areas, the approach to project design
and implementation needs greater differentiatiansgespond more effectively to the local context.

The evaluation found that, overall, IFAD's operagsan Pakistan have achieved satisfactory results,
despite challenges encountered during implememtalike time overruns and frequent staff turnover.
IFAD-supported projects have been successful irrdmipg agricultural productivity, constructing
community assets in the form of wells, mini-dantsiergation facilities, increasing the asset base
beneficiaries, and in enhancing food security. Bwaluation also noted significant results on
mobilizing community organizations and in the emgroment of women.

Performance, however, fell short in some areasDiEAcontribution to the devolution process and to
strengthening the capacity of local governmenttusdns has been limited. In addition, the potehti
of livestock and high-value crops for rural poverggduction has not been fully appreciated, and the
coverage and range of financial services have lveegsik. Furthermore, sustainability and innovation,
as well as the replication and scaling up of sus@idgnnovations, remain a challenge.

IFAD’s focus on Pakistan has been largely on purguagricultural-based interventions, which is
certainly significant in the light of the currentirge in food and commodity prices and related
shortages. The evaluation concluded that higheunltesould had been achieved by IFAD through a
more careful balance between agricultural and nam¥f activities, given that a large number of rural
poor derive their livelihoods from non-farm houslelso The evaluation also concluded that IFAD
needs to take a wider approach to decentralizatiespecially in providing capacity development
support to decentralized entities, given their im@oce in the governance framework for rural
development at the local level.

The evaluation recommends the continuation of IE&Pport to the Government in its engagement in
disadvantaged, remote and conflict-ridden areagd, thking a more differentiated approach that is

flexible and adapted to the context. In this regpdee Fund’'s capacity to promote innovations

requires a more systematic approach, plus addifimeaources need to be invested to engage in
policy dialogue and establish closer synergies betwthe mix of instruments available. Its overall

development effectiveness would be enhanced bylisstag a more consolidated, permanent and
better-funded country presence.

The evaluation report includes an Agreement at Getigm Point. This summarizes the main findings
of the evaluation and sets out recommendationseagweith the Government of Pakistan, together
with proposals as to how, when and by whom themeeendations should be implemented.

< & -
d

Luciano Lavizzari
Director, Office of Evaluation
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Islamic Republic of Pakistan

Country Programme Evaluation

Executive Summary

A. Introduction

1. At its eighty-ninth session in December 2006, thedutive Board requested the Office of
Evaluation (OE) to undertake a Country Programmauation (CPE) in Pakistan in 2007/2008.

2.  Evaluation objectives, methodology and proces¥he main objective of the evaluation was to:
(i) assess the performance and impact of IFAD djmera in the country; and (ii) generate findings
and recommendations to serve as building blockgpfeparation of the next results-based Country
Strategic Opportunities Programme (COSOP) for RakisTo that end, the CPE assessed the quality
and implementation of the COSOP, and the performamz impact of IFAD operations (including
non-lending activities such as policy dialogue, tfarging of partnerships and knowledge
management). The evaluation covers 14 IFAD loaniédginprojects approved for Pakistan since 1990.

3. A CPE preparatory mission took place in April 200he main CPE mission took place from
2 to 31 July which visited IFAD-funded project asedeld discussions with beneficiaries, project
staff, federal and provincial government authaositieternational organizations and others. In Jgnua
2007, the Asia and the Pacific Division of IFAD JRIndertook a self-evaluation of its operations in
Pakistan to serve as an input for the CPE.

4.  Economy and poverty. Approximately 67.5 per cent of Pakistan’s popolatand 80 per cent
of its poor live in rural areas. The majority (5@rpcent) of the rural poor are from non-farm
households (excluding agricultural labourer houkihavhich are a minority), with the poorest 40 per
cent of rural households deriving only 30 per agrheir income from agriculture. According to the
2008 World Development Report, Pakistan is categdrias a 'transforming country’, where
agriculture is no longer a major contributor to mammic growth and poverty remains a largely rural
phenomenon. Remittances amounted to US$5.5 bilfidiiscal year 2006-2007, representing 9 per
cent of total rural income. Pakistan has one oftrdegeloped irrigation systems in the world. Only 2
per cent of the cropped areas remain rain-fadani).

5. Agriculture’s contribution to gross domestic protlhas declined from a little over 25 per cent
in 1990 to 23.1 per cent by 2005. Average annudiciaf development assistance (ODA)
commitments to agriculture and rural developmentnduthe period evaluated amounted to US$146
million. IFAD’s average annual commitment in theripd 2001-2005 was US$11.2 million,
equivalent to 7.7 per cent of ODA dedicated toshene category.

B. IFAD Strategy in Pakistan

6. IFAD’s work in Pakistan has been governed by a tguwstrategy developed in 1991 and by the

COSORP of 2003. The 1991 strategy targeted lessifadaareas, following a rural development model

adapted from the Aga Khan Rural Support ProjectR&R). The 2003 COSOP continued the process
of consolidating and improving that model, and jsgd assisting the Government in five main

directions: agricultural and rural development; veors empowerment; access to resources;
decentralization; and household food security audrdification of production. These main directions

were consistent both with key country prioritied astrategies, and with IFAD’s regional strategy.

Moreover, decentralization, in the sense of govemrhaving a greater local experience with

appropriate delegation of authorities, is partidyldimely and relevant to the devolution process

initiated in Pakistan in 2000.
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7. The geographic niche selected by the COSOP corgamgnber of remote, disadvantaged and
conflict-affected areas including the Federally Axiistered Tribal Areas (FATASs), parts of the
North-West Frontier Province (NWFP) and Azad Janamd Kashmir (AJK). These areas account for
some of the lowest social indicators in the couatmyl are characterized by poor infrastructure cgcar
communications and weak administrative institutiowesvertheless, IFAD and the Government do not
appear to have taken a differentiated approachdjeqi design and implementation in these areak, an
have not paid enough attention to special measmeed at ensuring flexibility, deploying suitable
expertise and seeking alternative partnership®mparison with other parts of the country. This led
to difficulties in implementation and jeopardizexults.

8. There are some important gaps in the COSUORe development of the non-farm sector,
including the development of rural microenterprisgswell as the role of remittances, receivectlittl
attention. Moreover, access to markets -which mglfumental in order to ensure wider opportunities to
the rural poor— and promoting linkages to the pgdvaector were not addressed in the strategy.
Environmental issues also received little atteniiothe COSOP.

9. Despite the limitations of the Pakistan COSOP asategic instrument when it was prepared
the COSOP presents little synergy among the progead limited interface with non-lending activities
or with technical assistance grants. The COSOP alsts rather vague as to who IFAD’s partners
might be. It seems that, in most projects, IFAD'sisibess model of implementing
projects/programmes in partnership with governnhast meant that areas with the most complex rural
problems have been handled by agencies with tisé depacity to deal with them. However, the more
recent projects, approved after the 2003 COSOPpnegsared, represent a move in the right direction
as they are being implemented with the suppottt@fakistan Poverty Alleviation Fund (PPAF).

C. Performance and Results of IFAD-supported Operidons

10. Portfolio performance. By and large, the results of IFAD-funded projent®akistan are in the
satisfactory zone, despite delays and other ctggieto implementation. Projects have increased both
the asset base of beneficiaries and their prepassdio deal more actively with government, which
has also changed the way it perceives the benedisialThe IFAD-supported programme has been
particularly strong in improving agricultural praativity; constructing priority community assetshe
owned by the community; increasing beneficiariegiaficial assets; mobilizing community
organizations; boosting the confidence of womerengage in economic activities; and enhancing
food security.

11. Projects scored satisfactorily with regard to ralee, demonstrating that such interventions fit
well into Pakistan’s agricultural policies, althdug quite a number of cases insufficient attentias
been given to effectively targeting the poor. Thaleation noted, however, that efforts were made
through mid-term reviews and follow-up missions tharee projectsto sharpen the focus on targeting.
Overall efficiency has been moderately satisfact@gpite time overruns (two years on average). By
and large, gender has been an area of success aotimtry programme. However, performance fell
short in some areas. IFAD’s contribution to thealetion process and to strengthening the capatity o
local government institutions has been limited. lkesin the area of microfinance have been weak,
mainly for reasons having to do with the operat@nyvironment. Despite being recognized as
important in project design, livestock —as wellHiigalue crops— have not yet received the attention
necessary to maximize their potential for ruralgxdy reduction.

12. Sustainability remains a challenge, particularlyt @®rtains to the maturity of community-based
organizations (CBOs), public infrastructure andesscto credit despite progress made by a number
of microfinance institutions supported by IFAD irakstan towards profitability. With regards to

innovation, IFAD promoted the participation — fdret first time in a government-financed and —

! Barani Village Development Project, Dir Area Sugigeroject, and Northern Areas Development Project

2 The designs of the last two microfinance projé¢bticrofinance Innovation and Outreach Programmel, an

the Programme for Increasing Sustainable Microftednpay careful attention to sustainability andt exi
strategies.

viii



managed project — of non-governmental organizat{di3Os) and has contributed to introduce new
agricultural products and innovative financial mstents (particularly through the most recent
microfinance projects). There are few examples,dwan, of a systematic approach to the replication
and scaling up of successful innovations by the eéBawent, the larger international financial

institutions (IFIs) and the private sector.

13. The performance of partners In the past, IFAD has been a rather passive piayerms of its
non-lending activities in Pakistan. The changehim €ountry Portfolio Manager for Pakistan in 2004,
together with the decision to establish a proxyntoupresence (PCP) (in the form of a retainer
consultancy) in 2005, has improved IFAD’s visilyilitdonor coordination and relations with
government partners. However, even though the P&#ns to be well-established, it is not
institutionalized, having limited authority and oesces allocated to it. IFAD’s decision to assume
responsibility for the supervision and implemematsupport of four ongoing projects as of January
2008 deserves recognition inasmuch as it swiftypomded to corporate priorities. Pakistan is one of
eight United Nations Member States selected ta plN reform in 2007-2008. The country presence
has also facilitated IFAD’s engagement in the 'QH¥’ initiative, including participation in all UN
Country Team meetings.

14. In the projects supervised by the United Nation§ic®ffor Project Services, the fiduciary
aspects were supervised well although technicadéaspand implementation support tended to be
neglected. The Government performed as well adddoellexpected within the limitations imposed by
its capacity constraints, especially in the remateas targeted by the Fund. IFAD has established
good relations with rural support programmes ardRRAF.

15. Non-lending activities were not a strong part of the programme. Poli@lodiue has been
reinvigorated by IFAD’s country presence, which falewed for more frequent discussions and
interaction with the Government. All in all, howey&AD has not managed to translate its project-
based experience into providing effective pro-ppolicy advice to the Government. Good relations
have been established with federal and provineials of government, two major IFIs operating in
Pakistan, the PPAF and with some research insfitsitisuch as the International Center for
Agricultural Research in the Dry Areas. Howevere ttange of partnerships could be expanded
further, including the private sector. Knowledgenagement has been pursued through various means
such as project exchanges, regional electronicarking and a bi-annual newsletter. However, more
could have been done to systematically review awadlyae IFAD’s experience in Pakistan with a view
to extracting lessons and knowledge for sharingsscprojects.

Aggregate Evaluation Rating$ of IFAD-funded projects in Pakistan

Evaluation Criteria Pakistan CPE’

Relevance 4.6
Effectiveness 4.2
Efficiency 3.8
Overall portfolio performance 4.2
Rural poverty impact 4.2
Sustainability 3.4
Innovations, replication and scaling up 4
Overall portfolio achievement 4
Performance of IFAD and its partners

IFAD 3.8

Government 3.8

Cooperating institutions 4

a) OE uses a six-point rating scale, whereby Bashighest score and 1 the lowest.

b) Ratings considered here are those of five ptejéar which substantial documented evaluative
evidence is available: Mansehra Village Supportjdetp Pat Feeder Command Area Development
Project, DIR Area Support Project, Barani VillageMlopment Project and the North-West Frontier
Province Barani Area Development Project.



D. Conclusions

16. The Fund has made amportant contribution to agriculture and rural dev elopment in
Pakistan, which is even more significant in the light of tberrent surge in food, commodity
prices and related shortages. This has been achiegeite its relatively limited investments in
the country and the lack, until recently, of a panent country presence. It is also particularly
noteworthy as several IFAD operations have beeheimgnted in highly challenging environments.

17. The Fund was instrumental in further developing sbhecessful AKRSP model to grass-roots
development, by scaling it up and adapting it gogernment implementation model. IFAD has also
contributed to strengthening CBOs, to women’s enmgravent (including in difficult contexts such as
FATASs) and to improving the agricultural productyiof small farmers, which led to better food
security and incomes. These achievements are thdt ref IFAD’s focus on pursuing largely
agricultural-based interventions. However, a humber of areas such as environmesgaks, rural
financial services and market linkages, as weliaestock development and the promotion of high-
value crops, did not receive the attention theydesd.

18. Notwithstanding the above, the CPE concludes tlan egreater results could have been
achieved by IFAD through wider consideration of anglestments innon-farm activities and
employment including attention to the development of rurétmenterprises with adequate linkages
to rural financial services. Moreover, greaterrgttn to the consequences of migration, and to ways
of tapping the vast amount of remittances flows iddwave been useful. This is particularly relevant
in light of Pakistan’s categorization as a ‘tramsfimg country’ and agriculture’s modest 30 per cent
contribution to the incomes of the poorest ruraipe.

19. Good results were seen with regard social mobilization and the building of CBOs
However, the CPE concludes that the Fund could haken a more broad-based approach to
supporting Pakistan’s devolution plan of 2000 andoterall decentralization, including greater
attention being paid to strengthening local goveents and representatives of elected bodies through
capacity building of locally based employees offatiéint levels of government and encouraging a
service orientated culture, as well as proactigelgking partnerships with the private sector.

20. IFAD has worked in variousemote, disadvantaged and conflict-affected areasf Pakistan,
including the FATAS, parts of the NWFP and AJK. pigs the difficulties associated to working in
these geographic areas, the performance of IFADddractivities in such areas in Pakistan has been
moderately satisfactory on the whole, and futuréDFassistance in these areas of the country
deserves serious consideration. While the CPE ribtedtrong desire of the Government to ensure the
Fund’'s continued engagement in such areas, the [Eandot continue with an undifferentiated
approach.

21. Two overarching factors call for special consideratby the Fund. Firstsustainability — an
institution-wide issue for IFAD and also a concerrthe Pakistan portfolio; and secomahovation,
which despite various examples in the portfolios hat been conspicuous in the country. Moreover,
results remain weak in terms of the replication aoaling up of innovations promoted through IFAD
operations, which is partly attributed to inadequattention to non-lending activities, as well as t
poor links between grants and loans. Even thougitdd in terms of resources and authority, the
establishment of a proxgountry presencein 2005 has contributed to better positioning EAD in
Pakistan. Monitoring and evaluation systems werakwe

E. Recommendations

22. The CPE proposes five overarching recommendatioith wegard to IFAD’s country
programme for Pakistan:

(@) The need for detter balance between agricultural and non-farm iwestmentsin the
rural sector. The CPE recommends that more resewigeuld be devoted to non-farm
opportunities, and underlines the importance ofnating rural financial services and
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(b)

(c)

(d)

(e)

wider market linkages for both agricultural and +iarm outputs. In terms of agricultural
activities, greater attention should be given wediock and high-value crops that would
provide higher returns on investments as well asldmestic production of edible oil,
which provides an opportunity to reduce imports antdance food security. Consideration
should be also given strengthen measures for ingoenvironmental and natural
resource management.

Provide capacity development support to decentraled entities and other bodies
working at the local level.This will call for continued attention to social bitization and

the strengthening of CBOs, local NGOs and rurail ggciety in general. At the same
time, the Fund should take a more inclusive apgrdacsupporting decentralization by
establishing the building blocks for a more serviméentated relationship between
governments and local organizations. This entalgding up the capacity of local
governments and representatives of elected bodagptay an important role in planning
and resource allocation for rural poverty allednt at the grass-roots level Greater
participation of private-sector groups of farmemd anterprises is also warranted to ensure
better results.

The CPE recommends that the Fund shaoldatinue to support the Government in its
engagement in disadvantaged, remote and conflictdden areasof the country — but
taking a much more differentiated approach, i.e tat is both flexible and adapted to the
context of such areas. The mobilization of expertgarticularly in tribal affairs, conflict
resolution and peace-building, is essential. Thgomance of ensuring the commitment of
provincial and federal governments to continued DFgupport in these areas cannot be
over-emphasized. In fact, IFAD could play a commatary developmental role - in
support of the rural poor - to the Government’s dmitiatives and those of other donors
working in such environments.

Strengthening IFAD’s capacity to promote innovatiors that can be scaled up and
replicated by the Government, donor organizatioms$ the private sector, merits more
attention and resource allocations. This include®ee systematic approach to identifying,
piloting, documenting and sharing innovative apphes to agriculture and rural
development, additional resources and capacityntm@ge in policy dialogue, and careful
selection of partner institutions. This will alseaessitate closer synergies between, and
wider use of, the mix of instruments available. knber of areas are in need of innovative
approaches: remittances, migration, promotion oéllgovernance and use of grants (as
opposed loans) to support the efforts of largeetigmment actors in conflict-affected areas
such as the FATAs.

The Fund’s overall development effectiveness wdngdurther enhanced [@djusting its
operating model in accordance with the size and specificities af grogramme in
Pakistan. This includes establishing a more codatdd, permanent and better-funded
country presence — one option to strengthen coymgence in Pakistan is to outpost the
CPM from Rome—, undertaking direct supervision angdlementation support of IFAD-
funded projects and programmes, and seeking toowepboth knowledge management
and project and country-level monitoring and eviduasystems.
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Islamic Republic of Pakistan

Country Programme Evaluation

Agreement at Completion Point

A. Background

1. In 2007/2008, IFAD’s Office of Evaluation (OE) camtted a Country Programme Evaluation
(CPE) in Pakistan. The main objectives of the CREEevto: (i) assess the performance and impact of
IFAD’s strategy and operations in Pakistan; andd@velop a series of findings and recommendations
that would serve as building blocks for the prepareof the new IFAD results-based country strategy
and opportunities programme (COSOP) for Pakistdme COSOP would be formulated by the Asia
and Pacific Division (PI) of IFAD in close collataiion with the Government of Pakistan.

2. This Agreement at Completion Point (ACP) includbee key findings and recommendations
contained in the CPE. It also benefits from the nmdiscussion points that emerged at the CPE
national roundtable workshop, organized in Islamdaba 17-18 July 2008. This ACP captures the
understanding between the IFAD management (repeeseby the Programme Management
Department) and the Government of Pakistan (reptedeby the Ministry of Economic Affairs and
Statistics) on the core CPE findings, and their mitnent to adopt and implement the evaluation
recommendations contained in this document withetdied timeframes.

B. The Main CPE Findings

3. The Fund has made an important contribution tocafitire and rural development in Pakistan,
the significance of which is highlighted given th@rent food crisis. This has been achieved despite
IFAD’s relatively small level of total investmenits Pakistan, and in spite of the lack of a permanen
country presence until recently. IFAD’s results pagticularly noteworthy as several of its openagio
have covered the most remote and marginal ared®afountry which manifest amongst the lowest
social indicators in the country, and where infracture and services are limited, access to input
supply and markets is uncertain and institutioaglabilities are often inadequate.

4. A number of achievements support the aforementiavedarching conclusion of the CPE, for
example, the Fund’'s instrumental role in scaling the successful Aga Khan Rural Support
Programme (AKRSP) model to grassroots developmerd adapting it to a government
implementation model. IFAD has also contributedstieengthening community-based organizations
(CBOs), to women’s empowerment and to improvindgcadural productivity of small farmers. These
achievements are the result of IFAD’s focus on adpral-based interventions including the
strengthening of research and extension capabjlippomoting pro-poor agriculture technology, and
building community infrastructure. However, insaffint consideration has been given to areas such
as the environment, market linkages, livestock greent and the promotion of high value crops —
which offer crucial opportunities for landless amdall farmers.

5. Notwithstanding the above, the CPE concludes tRADI could have achieved greater results
through a wider consideration of and investmentadn-farm activities and employment, including
attention to the development of rural microentesgsiwith adequate linkages to financial services.
Enhanced attention in project design to the coresecps of migration would have been useful. This is
particularly relevant in light of Pakistan’s categation as @ransforming countrywith a modest 40
percent contribution of agriculture to rural incane

6. Good results are to be found in social mobilisatiord in building CBOs, both of which are
fundamental for promoting country ownership andtaunability of benefits. However, the CPE
concludes that the Fund could have taken a momralHvased approach to support decentralization and
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Pakistan’s devolution plan of 2000, particularlye tetrengthening of local governments. A more
proactive approach to seek partnerships with thegr sector could have been beneficial in ensuring
growth in the agriculture and rural development@ec

7. IFAD has worked in various remote, disadvantaged eonflict-affected areas including the

Federally Administered Tribal Areas (FATAS), padfsthe North West-Frontier Province (NWFP)

and Azad Jammu and Kashmir (AJK). Despite the dliffies, the performance of IFAD-funded

activities in these areas has been moderatelyfaabsy, and future IFAD assistance deserves sgriou
consideration. While the CPE noted the strong desir the Government to ensure the Fund’'s
continued engagement in such areas, the Fund ca&omtinue working in these areas without a
differentiated approach.

8. Two overarching factors require special attention the Fund. First, sustainability —an
institution-wide issue for IFAD — is of concern @l® the Pakistan portfolio. Second, despite variou
examples of innovations in the portfolio, such he introduction of new agricultural products
(horticulture and fruits), innovation has not bemnspicuous in Pakistan. Moreover, evidence of
replication and upscaling of innovations remainsakveThe latter can be partly attributed to the
inadequate attention to non-lending activities, elgmIFAD’s engagement in policy dialogue,
partnership building and knowledge management,edisas the poor links between grants and loans.

9. Until 2008, none of IFAD’s operations in Pakistaeres under direct supervision. Supervision
and implementation support by cooperating insbigifocused on fiduciary aspects, to the detriment
of project implementation. Furthermore monitoringdaevaluation systems were weak. The
establishment of a country presence in 2005 hasriboted to a better positioning of IFAD in
Pakistan.

C. Recommendations
Recommendation 1: Better Balance Between Agricultia and Non-farm Investments

10. The need to develop a better balance between &égraluand non-farm investmenits the rural
sectorin Pakistan. This is important, as most (57 pert)ceh the rural poor are from non-farm
households (that derive their income from actigitather than crop and livestock production) and
more off-farm opportunities are now being offergdtbe country’s growing business environment.
The CPE recommends that more resources be dewtenhifarm opportunities, including small agri-
businesses and family-based rural microenterprisaso stresses the importance of promoting wider
market linkages for both agricultural and non-faootputs. In addition, further developing rural
financial services and products for agriculture and-agricultural activities is central to ensurthgt

the poor have access to financing for rural poveittgviation initiatives. In terms of agricultural
activities, greater attention should be paid teditock development and high-value crops such #s fru
vegetables and flowers that provide higher retwnsinvestments. Agricultural land investments
should be accompanied by measures aimed at imgrogmvironmental and natural resource
management, such as integrated catchment managemernncreasing the efficiency of water use
under rainfed conditions, and to instituting enmitental assessments for infrastructure constructed
by projects.

Recommendation 2:  Capacity Development Support tbecentralized Entities

11. Provide capacity development support to decengdlentities and other bodies working at the
local level to complement the work of other largewelopment partner$his requires that continued
attention be given to social mobilization and tirerggthening of CBOs, local NGOs and rural civil
society in general. At the same time, the Fundushtake a more inclusive approach to supporting
decentralization by establishing the building bloétr a more service orientated relationship betwee
governments and local organizations. This entailkling up the capacity both of local governments
(at the districttehsil and union levels) and of representatives of etebtedies (e.g. village councils,
local legislative assemblies, etc.) that play apdntant role in planning and resource allocation fo

Xiv



rural poverty alleviations at the grass-roots levadl in promoting accountability and transparenicy o
local administrations involved in IFAD-supportedojarcts. Greater participation by private-sector
groups of farmers and enterprises is also warraotedsure better results.

Recommendation 3:  Working in Disadvantaged, Remotand Conflict-ridden Areas

12. The CPE recommends that the Fund continue to supp®rGovernment in its engagement in
disadvantaged, remote and conflict-ridden areak agadhe NWFP, AJK and the FATAdowever,
this requires a much more differentiated approablchvis flexible and adapted to such challenging
areas, paying careful attention to the specifidatamntext, culture and priorities of the ruralopée
living there. The importance of ensuring the commeiit and ownership of provincial and federal
governments to IFAD’s efforts in these areas cam@obveremphasized. In addition, it will be also
essential to mobilize specific expertise for projdesign, implementation and supervision. In fact,
IFAD could play a complementary developmental relen support of the rural poor — to the
Government’s own initiatives and those of other atesnworking in such environments. The
interventions should be given more time in projexecution, without having negative impact on
country PBAS score

Recommendation 4: Promote Innovations

13. The strengtheningof IFAD’s capacity to promote innovationthat can be scaled up and
replicated by the Government, donor organizatiams the private sector, merits increased attention
and resources in Pakistan. This will include a neystematic approach to identifying and piloting
innovative approaches to agriculture and rural bgraent; better documentation; the sharing of
successfully tested innovations; greater resouscescapacity to engage in policy dialogue (e.g. on
local governance issues, rural finance outreaahippor agricultural policies); and carefully seilegt
partner institutions with a good track record baothintroducing and nurturing innovations and in
working with the rural poor in similar IFAD prioyitareas. This will also call for greater synergies
between, and the wider use of, the mix of instrusi@oans, grants, policy dialogue, etc.) available
the Fund as well as enhanced country involvemeahdhownership of grants. Innovative approaches
are needed in a number of areas such as remitt§saeisigs accounts, investment opportunities);
migration (improving the value of landless people the employment market through vocational
training and helping them find employment in snt@ins, urban centres and overseas); promotion of
local governance; and the use of grants (as oppodedns) to support efforts by larger development
actors in conflict areas such as FATAs.

Proposed Timeframe to Implement the Recommendatibb

The recommendations will be taken into accountormulating the new results-based COSOP and
new operations in Pakistan.

Key Partners to Be Involved

Government of Pakistan (especially the Economicaifdf Division), IFAD, and the concerned
technical and financial partners at both the fddamnd local levels.

Recommendation 5:  Adjust IFAD’s operating model

14. The Fund’'s overall development effectiveness wdaddurther enhanced djustments to its
operating modethat take account of the size and specificitiestofprogramme in Pakistan. This
includes establishing a more consolidated and psentacountry presence in line with Executive
Board approved policies and budget allocation @pt®n to strengthen country presence in Pakistan
is to outpost the Country Programme Manager fronm&g¢ undertaking direct supervision and
implementation of IFAD-funded projects and prograssmvhich, in fact, IFAD has already started
since the beginning of 2008; and making effortsrtprove both knowledge management and project-
and country-level monitoring and evaluation systems
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Proposed Timeframe to Implement the Recommendatibns
2009 onward
Key Partners to Be Involved

Government of Pakistan and IFAD

Signed by:

Mr. Waqar Hugsain Abbasi
Deputy Sem?ﬂn ary

Economic Affairs Division (EAD), Ministry of Economic Affairs and Statistics
Pakistan

Date S“q-mg

Mr. Kevin Cleaver
Assistant President, Programme Management Department (IFAD)

Agreement at Completion Point signing in Rome
on 5 September, 2008 by Mr. Wagar Hussain
£ ’ Abbasi and Mr. Kevin Cleaver, in the presence
AN PRESIIAY] l — ﬁ PARISTAR of Mr. Luciano Lavizzari, Director OE
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Islamic Republic of Pakistan

Country Programme Evaluation

Main Report

. INTRODUCTION
A. IFAD Strategy and Programme in Pakistan

1.  Since the star of its operations in Pakistan in819F#AD has approved 22 loans for a total of
US$422.5 million, corresponding to 4.1 per centFAD total lending and 14 per cent of regional
lending, and making Pakistan IFAD’s fifth largestitower in Asia and the Pacific region after China,
India, Bangladesh and Indonesia. Cofinanciers hpmogided a further US$468 million, the World
Bank and the Asian Development Bank (AsDB) being thain contributors. When the latter
cofinanciers were involved, they also superviseal itlterventions; otherwise supervision has been
entrusted to the United Nations Office for Projgetvices (UNOPS) up to January 2008, when IFAD
has assumed responsibility for supervising and atting the implementation of all four ongoing
projects previously supervised by UNOPS. The totak of IFAD’s programme in Pakistan amounts
to US$1.7 billion (US$3.9 billion, including the @&itholder and Women’s Rural Credit Project
(SWRCP), which closed in 1996 after disbursing ohfy per cent of the approved amourit) date,

13 projects have closed, eight are ongoing andhasebeen approved but is not yet effective. Five
projects (approved between 1990 and 1994) havévestéans on intermediate terms, and all nine
loans/projects approved after 1995 were grantedihhigoncessional terms. Table 1 provides
information on IFAD’s programme in Pakistan.

2. In addition to the above-mentioned loans, IFAD'suminy programme involves technical
assistance grants (TAGSs), policy dialogue, knowdedtanagement and partnerships. Pakistan has
received four TAGs for a total of US$0.3 milliondahas also benefited from several regional-level
grants. All these components were reviewed dutiregcountry programme evaluation (CPE), which
covers projects/programmes approved and activitiedertaken in the period 1990-2007. IFAD’s
investment in projects covered by the evaluatioownts to US$290.9 million.

3. The latest country strategic opportunities pape®DSOP) was approved in 2003. A new
COSOP is expected to be prepared by the Asia anBEdbhific Division (PI) in 2008.

B. Evaluation Objectives, Methodology and Process

4.  Objectives. The evaluation of the country programme had twjeailves, i.e. to: (a) assess the
performance and impact of IFAD operations; andd@jelop building blocks for development of the
new COSOP for Pakistan in 2008, following completa$ the CPE.

5. Methodology. In accordance with methodology developed by tffic® of Evaluation (OE),

the CPE addressed three key questions: (a) did IpiBue the correct country strategy, i.e. was it
designed to ensure the highest possible impaerimg of rural poverty reduction?; (b) to what ekten
was the country strategy implemented through logremts and non-lending activities, and how did
they perform?; and (c) what was the impact of IFARountry strategy and operations?. These
guestions were the starting point for developirg @PE evaluation framework, which is reproduced
as Appendix 2. This framework summarizes, in mdioixnat, the evaluation’s main objectives and
key questions that were addressed to achieve thetthe sources of and instruments used for data
collection.
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6. Country programme performance was assessed agaiestationally recognized evaluation
criteria (relevance, efficiency, effectiveness,atupoverty impact). Two overarching factors —
sustainability; and innovation, replication andlszaup — were analysed. The performance of key
partners (IFAD, the Government and cooperatingtutgins) was also evaluated. Ratings were used
to assess the results against each of the aforemedtevaluation criteria. In this regard, a sixApo
scale was used for assigning ratings, whereby i@septed the highest score and 1 the lowest.

7.  The evaluation combined: (i) an in-depth reviewdotumentation related to IFAD-supported
operations in the country; a self-evaluation pregdsy Pl in January 2007; independent evaluations
conducted by OE, including the recent evaluatid®@2 of the Dir Area Support Project (DASP); and
evaluation reports from other organizations togethi¢h relevant literature; (i) discussions witty; P
and (iii) meetings with key informants during theld mission. Mission members met with, inter alia,
beneficiaries, project staff, federal and provih@avernment authorities, and representatives of
international organizations, research institutiam non-governmental organizations (NGOSs) in
Islamabad. The aim here was to reach an understaradi the context in which IFAD’s country
programme has been designed and implemented, dbsesspact of its operations, and investigate
other issues pertinent to the country programmeldFRiisits were conducted to assess results and
impact on the ground, and to hold first-hand distuss with beneficiaries, project teams and
implementers. The findings presented herein areah@lt of the ‘triangulation’ of evidence colledte
from different sources.

8.  Given the limited number of independent evaluatiohAD-supported projects in Pakistan,
prior to the start of the main CPE mission, OE alsoductetian impact assessment study based on a
sample survey of 484 respondents, equally dividetw&en men and women, and between
beneficiaries and control groups. The study waslaoted in two of the larger multisectoral ruralare
development projects supported by IFAD in Pakiskath of them located in the rainfed areas of the
country: the Barani Village Development Project (B®), approved in 1998 and closed in 2007; and
the North-West Frontier Province Barani Area Depatent Project (NWFP BADP) approved in
2001, which is continuing — and expanding to eigtiditional districts — the work initiated by the
Mansehra Village Support Project (MVSP). Each &f fojects selected for the impact assessment
represents a wide range of rural and agricultuesletbpment interventions found in most of the
IFAD-assisted area development projects in Pakisfarsummary of the study is attached as
Appendix 7.

9. In 1995, the Pakistan country programme was evaduas one of OE's first CPEs but has since
come under little OE scrutiny. The 2004 Independexternal Evaluation (IEE) of IFAD made a
country study of Pakistan, which contained evatuwetiof two projects: the Pat Feeder Command
Area Development Project (Pat Feeder) and theivelgtrecent NWFP BADP. The Pakistan country
programme was also evaluated in 2006 as part dEvhéation of IFAD’s Regional strategy in Asia
and the Pacific (EVEREST) and a country workinggrapas prepared as part of the evaluation of
IFAD's Field Presence Pilot Programme (FPPP) in7208one of the projects were formally
evaluated by OE until DASP in 2007.

! Relevance is defined as the extent to which praogre objectives are consistent with the needs ofitra

poor; IFAD’s strategic framework and policies; att@ country’s current policies and strategies fovgrty
reduction. Effectiveness is defined as the extenttiich programme objectives were achieved. Efficieis a
measure of how economically inputs (funds, expertisne, etc) are converted into outputs. This leareither
based on economic and financial analysis, or ohagsts compared to alternative options and goadtjzes.
Rural poverty impact assesses the changes thatdwered as the result of the programme. IFAD robsfi
rural poverty impact as the changes in the livethefpoor intended or unintended — as they and gaeiners
perceive them at the time of the evaluation — tectvilFAD has contributed.

2 OE commissioned a Pakistani NGO (LEAD) to condbetimpact assessment studies.

®  According to the impact study methodology, impaciicknowledged when at least 20 per oethe

beneficiaries rated a change as 4, 5 or 6 in &dak (that is, some benefit, large benefit or Varge benefit).




10. This CPE covers the 14 projects approved by thelke Board since 1990. As of January
2008, six had closed, seven were ongoing and otidéan approved but was not yet signed. Two of
the seven ongoing projects are expected to be ebdatpin 2008The last (and only) evaluation of
IFAD’s programme in Pakistan was conducted in 19%8&wvever, in light of the fact that eight of the
nine projects approved after 1995 are still ongeinand considering the importance of Pakistan in
IFAD’s portfolio — the evaluation widened its scapeinclude five closed projects approved by the
Board between 1990 and 1995. The strategic orientafor IFAD’s programme in Pakistan were set
forth in a country strategy prepared in 1991 amd@SOP approved in 2003.

11. Two of the sixclosed projectshave entered second phases. The Neelum and Jhellleys
Community Development Project (NJVCDP) (effectivend 1992, closed June 2004) has entered a
second phase in the form of the Community Develogn®Rrogramme (CDP) in Azad Jammu and
Kashmir (AJK). The MVSP, which operated in 1993-Q0@ Mansehra District of North-West
Frontier Province (NWFP), has been subsumed witménlarger NWFP BADP co-financed by the
AsDB.

12. The Project for the Restoration of Earthquake-A#fdc Communities and Households
(REACH), which provides post-earthquake assistam@elK and NWFP, became effective in August
2006, but has reportedly moved rapidly to help nstmct homes in earthquake-affected areas. The
Microfinance Innovation and Outreach Programme (R)idoes not so far have any activities on the
ground, and therefore it will be assessed onlydtavance.

13. Substantial evaluative evidence is available feg firojects: MVSP, Pat Feeder, DASP, BVDP
and NWFPBDAP. The first two were evaluated durihg ttourse of the IEE A completion
evaluation of DASP was undertaken by OE in 200d, BiDP and NWFPBDAP were the subject of
impact assessment studies commissioned by OEtprtbe CPE. All these projects have been visited
either by the CPE or for a completion evaluatiodfP’). The CPE has provided ratings only for the
aforementioned projects, using ratings from presievaluations and complementing them with its
own assessment for criteria not rated by previoxgduations. The overall rating table reflects the
combined ratings of the five projects.

14. In recent years, a number of important changes laken place in the way IFAD works,
including corporate policies relating inter aliartwal finance, rural enterprises, corruption, phieate
sector and targeting, and the introduction of afgoerance-based allocation system (PBAS).
Compliance of the country programme with thesedqesi and strategies was also reviewed by the
CPE.

15. Process.In line with IFAD’s evaluation policy an approaplaper was prepared defining the
overall objectives of the evaluation, its methodgloscope, key questions and the stakeholder
involvement process. A preparatory mission was rttaken from 30 April to 4 May 2007 to brief
partners in Pakistan about IFAD’s evaluation policygeneral and CPE methodology in particular,
and to discuss the draft CPE approach paper. éiith the evaluation policy, a Core Learning
Partnership (CLP)was formed. The field mission was undertaken &1 uly 2007. Given the large
portfolio under review, the mission split up intawat teams, which spent approximately 60
person/days in the field collecting data on thdquerance of six projects: NJVCDP, MVSP, BVDP,

*  The COSOP was introduced in IFAD in 1995 to replgeneral identification and special programming

missions.

> The IEE rated MVSP as a proxy for NWFP BADP, gitkat the latter had little implementation progress
when the IEE was conducted. This CPE has usedatimgs from the IEE to rate MVSP.

®  The CLP comprises representatives of the GoverhmérPakistan (Embassy of Pakistan to ltaly;

Economic Affairs Division (EAD) of the Ministry OEconomic Affairs and Statistics, Ministry of Agriture;
Provincial Planning and Development Boards), prtojevelopment units, Pl and OE.



NWFP BADP, CDP in AJK, and REACH. Due to the detrting security situation in parts of the
country after the siege of the Red Mosque, theioniswas not allowed to visit the Northern Areas
Development Project (NADP) and the Southern Feljersdministered Tribal Areas Development
Project (SFATADP). However, it did manage to intew the project management units (PMUSs) of
both projects, staff of which travelled to Islamdlzand Peshawar, respectively, to meet the evatuatio
team.

16. At the end of the mission, an aide-memoir was pethgoresented to and shared at a wrap-up
meeting held in Islamabad on 30 July 2007. A CPEonal roundtable workshop is to be organized
in Pakistan by OE, in close collaboration with tBevernment and PI, towards the end of the
evaluation process. This workshop, which will foauslearning, will allow multiple stakeholders to
exchange views on key evaluation issues. It wioaprovide inputs for preparation of the
evaluation’s Agreement at Completion Point, whicticalates the recommendations and specific
actions that IFAD and the Government agree to impld.

Key Points

» Since the start of its operations in Pakistan in8 9FAD has approved 22 loans for a total of US%$82
million (4.1 per cent of IFAD total lending and pér cent of regional lending).

» Cofinancers have provided a further US$468 millwith the World Bank and the AsDB being the
main contributors. Total project costs for the 2bjgcts (excluding the Smallholder and Womerf's
Credit Project, which closed after disbursing ovlper cent of funds approved) amounts to USHL.7
billion.

» The United Nations Office for Project Services whs Cooperating Institution for seven of the 4
projects covered by the evaluation. AsDB and Wd#hk each supervised three projects. The |ast
project approved (but not yet effective) will bepswvised directly by IFAD. As of January 2008 thje
four ongoing projects previously supervised by UNBOWIll be supervised directly by IFAD. Fiv
projects (approved in 1990-1994) have receiveddaamintermediate terms, and all nine approved gjte
1995 were on highly concessional terms.

» The COSOP for Pakistan was approved in 2003.

* The Evaluation of the country programme had twaoctijes; a) to assess the performance and impact
of IFAD operations; and b) to develop building lkedor development of the new Pakistan COSOH| in
2008.

* Considering the importance of Pakistan in IFAD fodid, the CPE covers the 14 projects approved|by
the Executive Board since 1990

[I. COUNTRY CONTEXT
A. The Economy, Agriculture Sector and Rural Develpment

17. Pakistan is a semi-arid country of approximatel) 800 km2. About 67.5 per cent of the
population lives in the rural areas (compared vatbout 72 per cent in 1981), with agriculture
providing employment for about 43 per cent of therkiorce.

18. During the late 1980s and through the 1990s, Rakisteconomy was characterized by
increasing levels of overseas debt servicing. Agsalt, with a significant portion of the annual
budget required for defence, reduced budgets wexitahle for development.

19. In the period 1980-1991, gross domestic productR{5Grew by about 61 per cent, with an
annual economic growth rate of 5 per cent in 18fce then, growth has declined progressively,
with fluctuations from year to year: 4.3 per cent1997/1998 and 3.1 per cent in 1998/1999,
remaining at about that level until it surged ir02€2005 to 9.0 per cent followed by 6.6 per cent in



2005-2006. External debt became increasingly serious inli®®0s, being about US$18 billion in
1989 rising to US$32 billion in 1998. The economsituation was sufficiently serious for the
International Monetary Fund (IMF) to be invited &ssist Pakistan with a number of structural
adjustment loaffs these began with a three-year macroeconomic dnectiwral adjustment
programme launched in July 1988 and continued tiirothe 1990s, with consequent economic
constraints. In 1996, the IMF temporarily suspenfigther disbursements under a US$600 million
standby loan agreement on the grounds of inadegoateliance with its required economic policies.
As a result, Pakistan experienced a serious for@ighange and balance-of-payments crisis. In 1997,
a World Bank official took over as de facto finanoanister and instigated a number of
comprehensive reforms that prompted the IMF tovesitis collaboration with Pakistan.

20. Nevertheless, throughout the 1990s large currecowat deficits led to increasing external
debt. By the end of 2002, it had amounted to US$8n, or 55 per cent of GDP. The Government
signed debt restructuring agreements with the P@hib in January 1999 and in January and
September 2001. While the first two agreementsigeal/relief only against debt-service payments,
the third covered the entire stock of debt owedPamis Club creditors on the cut-off date of 1997.
Pakistan has been granted a repayment period p¢&8 with a grace period of 15 years for official
development assistance (ODA) loans, and of 23 yeiisa grace period of five years for non-ODA
loans. In 2005, Pakistan’s current account dedigibunted to 2 per cent of its gross national income

21. Overall, Pakistan’s fiscal resources have increagddderal and provincial levels since 2001-
2002. Between 2000 and 2006 pro-poor expenditicee@dsed by an average of 17 per cent per
annum, reflecting the Government's increased commnt to reducing poverty. Growth in
development expenditures was particularly rapidhat provincial level (48.8 per cent per year)
compared with the federal level (10.6 per centygar). Total transfers to local government (disstic
tehsilsand unions) varied widely by province, as well gglistrict within provinces.

22. Constitutionally, agriculture is a provincial reggibility with the exception of national issues
such as the import and export of agricultural ispamd products, price setting, standardization and
guarantine issues, national research and intempe@liissues like the rehabilitation, operation and
maintenance of primary irrigation infrastructurenelTsubsector tends to be under-funded. Both at
national and provincial levels, ministries and dépants, including research institutions, tend ¢o b
chronically short of resources to meet their respgalities. Two important consequences of this are
low levels of maintenance of infrastructure suchiragation and drainage, and the inability of
agricultural extension and other services to eiffett support rural populations.

23. Pakistan’s nine agro-climatic zones cover abou® 2@illion ha devoted to agriculture.
Irrigation water is critical for agriculture in miosf the country. Massive public investment in dams
and canals in the Indus River Basin as well as imanvate investment in wells for groundwater
irrigation has been essential for agricultural pricbn. Nearly 80 per cent of the cropped area is
irrigated, and agriculture is by far the largestrusf water in the country, consuming on average
about 95 per cent of available water resources.tR®rperiod covered by the CPE, agriculture’s
contribution to GDP declined from a little over pBr cent in 1990 to 23.1 per cent by 200Ehe
sector probably grew by about 5.4 per cent annuhllyng the 1980s, and by 4.4 per cent between
1990 and 1998 when floods and a serious droughicestigrowth to virtually nothing. It remained at
low ebb until 2002/2003 when it achieved a 4.1 get increase. In 2003/2004, the sector grew by

" Government of Pakistan, Finance Division, Econofteiser’'s Wing, Economic Performance 2006-2007:

An Update, Islamabad, p. 6.

8 For example, a Stand-By Arrangement of SDR 273liomin 1988, an Enhanced Structural Adjustment

Facility of SDR 682.4 million and an Extended Furatility of SDR 454.9 million in 1997, and a St
Adjustment Facility of SDR 382.0 million in 1998.

% Sourcewww.finance.gov.pk




2.2 per cent followed by 7.5 per cent in 2004/2808 total of 68 per cent of value-added from
agriculture is derived from crop production, 30 pent from livestock, and the remainder from
forestry and fisheries.

24. Flows of remittances to Pakistan totalled almost$&IS billion in the last fiscal year
(2006/2007), equivalent to 4.2 per cent of GDP -478er cent more than the previous year
placing Pakistan among the top 20 receivers of ttamies worldwid€. The United States of
America was the largest source of workers™ rentganaccounting for 28.4 per cent, followed by
Saudi Arabia (18.8 per cent), the United Arab Etesg16.1 per cent), and other Gulf Cooperation
Council countries: Bahrain, Kuwait, Qatar and On{ad.5 per cent). Given that the majority of
Pakistan’s population lives in rural areas a lasgare of these remittances is probably intended to
support rural families.

25. An empirical study conducted in rural Pakistan ass and He (1995)shows that the poor
receive over 75 per cent of their total transfaroime per capita from internal remittances sent by
family members working in Pakistan's cities; intgranal remittances mainly go to the richer
households. In rural Pakistan most internationgramts go to work in the Persian Gulf, the average
cost of international migration — about US$1 30fking too high for lower-income households.

26. Livestock ownership is most important for the rypabr. In 1990, 83 per cent of households
with cattle or buffaloes owned six or less animd&tsiral women play a major role in caring for
livestock. Roughly 20 per cent of livestock ownare landless. The 1 million livestock owners are
spread more evenly across rural households thae thaning land. For most of the period covered
by the CPE, livestock numbers increased by abdutp@r cent per annum. Milk yields, however,
increased by 6.6 per cent in 1986-1996, and poultimbers more than doubled in the same period.
Consequently, productivity gains are more pro-ghan are crop gains.

Buffalo account for 20 per cent of total livestock
population in Pakistan and more than 60 per
cent of total milk production.

Barani Area Development Project, Haripur
District, North West Frontier Province.

Source Sana Khan

27. Land ownership in Pakistan has a marked impacioeenty. There are an estimated 6.3 million

rural land owners, with 87 per cent owning lesqithaha, and their total holdings comprise only 39
per cent of the land area. In contrast, the 5 pat of farmers with landholdings greater than 10 ha
own an estimated 45 per cent of all agriculturatlaSome 78 per cent of farms are owner-occupied,
14 per cent are operated by sharecroppers, anenfaning 8 per cent are a mix of owner-operated

10 pakistan Economic Survey, 2004-2005.

1 Update on Pakistan’s Economy. Debt Office, MinistfyFinance, Government of Pakistan. November

20th, 2007.
12 |FAD (2007). Worldwide Remittance Flows to DevelogiCountries.
13 Adams, R.; He, J. (1995): Sources of Income Inktyuend Poverty in Rural Pakistan.



and sharecropp&t The percentage of smallholdings, however, iseiasing: an estimated 54.4 per
cent of farm households owned less than 5 acr&890, but that increased to 61.2 per cent by 2000
One aspect of land productivity seems to be thatllemfarms have higher productivity levels than
the larger ones.

28. Agriculture has not yet achieved its full potenthlith illiteracy levels high in rural areas (but
decreasing from 67 per cent in 1990 to 60 per Fe@005°), agricultural practices are often risk-
averse and input-deficient, especially among ther.plbow crop productivity has been a noticeable
feature of Pakistan’s agriculture in recent yeafkis is compounded in many locations by
waterlogging and salinity, which, together an esoesuse of chemicals, have been undermining the
sustainability of farming in irrigated areas. Intreent in agricultural research and extension has be
low and linkages between research outputs and Erterservices weak. Environmental protection
and resource conservation have been neglectedxeampébfied by no bio-physical environment
indicator showing an improvement in the past tesary®r more.

29. Roughly 38 per cent of the rural population is @itkelf-employed (13 per cent) or employed
as wage earners in non-farm activities (25 per)cditite average small town enterprise engages in
wholesale or retail trade, has a median value x&dfiassets of US$200-250 and employs about 1.7
workers. Lack of access to formal finance is casdhe major constraint on operations.

30. Microfinance is important to rural development. Tinerofinance industry has undergone a
substantial change since 2000. Interest subsidiesufal credit were withdrawn in the late 1980s,
being, in a sense, replaced by tolerated poor repay levels by borrowefs In 1997, the
Government established the Pakistan Poverty Allriad-und (PPAF) to channel public and private
resources to organized communities at the grasts rand also to function as a microfinance
wholesaler to community organizations (COs) througlartner NGOs. All the important
microfinance providers (MFPs), which collectivelgcaunt for 98 per cent of the outreach in the
sector, are members of the Pakistan Microfinancevdié (PMN)'®. According to an informal PMN
estimate, Pakistan is arguably the biggest redigéionor microfinance funds in the world: donor
commitments running up to 2009 or thereabouts ai@ ® be around US$800 million, of which
approximately US$600 million has been targetedtailesale and retail credit. Moreover, MFPs have
access to no less than 14 TA funds establisheciligus donors and foundations. All the provision of
rural credit rose by 12 per cent per annum betwi€89 and 2008, most rural people and the poor
still rely on informal sources for advances in caslin kind, with interest rates reportedly as hagh
60 per cent. The rural microfinance industry is ffam financially secure. Microfinance loans are
heavily subsidized. The PMN’s Performance IndicaReport for 2005 (PMN 2008)concluded that
the “microfinance sector in Pakistan has one ofdhest profitability ratios globally”.

31. Inspired by the internationally recognized sucassthe Aga Khan Rural Support Programme
(AKRSP) in the northern areas of Pakistan, the @ovwent has decided to extend social mobilization
to all villages of the countfy. In order to create an institutional structuret tbeuld support such

14 statistics Division, 2000. Pakistan AgriculturenSas, 2000.
15 World Bank, Pakistan. Promoting Rural Growth anad?ty Reduction, 2007, p. 49.
16 world Bank, Pakistan. Promoting Rural Growth andé?ty Reduction, 2007, p. 22.

" World Bank, Pakistan. Promoting Rural Growth andd?ty Reduction, 2007, p. 58.

8 The number of borrowers/loans reported by the Pl a seven-fold increase to about 800 000 between

2001 and 2007; however, this covers less tharr 8gre of the potential clientele.
¥ World Bank, Pakistan. Promoting Rural Growth anad?ty Reduction, 2007, p. 57.

2 The PIR for 2006 was expected to be publishecejsteSnber 2007.

2L The corresponding strategy is fully elaboratedainsupplement to the Medium-Term Development

Framework entitled “Rural Poverty Reduction thro®&gtial Mobilization”.



effort, ten autonomous rural support programmesP@ave been established at the national and
decentralized levels. The RSPs are in turn supgpdrie the Rural Support Programme Network
(RSPN), which provides them with a strategic platfdor capacity-building, policy advocacy and
donor linkages.

B. Demography and Poverty

32. Since 1988, Pakistan’'s population has increasem fapproximately 115 million (then at a
growth rate of about 3.1 per cent per annum) testimated 152.5 million in 2004, the growth rate
having dropped to 2.4 per cent per annum. Aboui fér cent of Pakistan’s population lives in rural
areas and includes 80 per cent of the nation’s.goamrently, crude birth rates in rural areas deuh

18 per cent higher than in urban areas. The urbpalation is increasing by between 3.5 per cent and
4.1 per cent annually, with rural-urban migrati@miibuting 25-30 per cent of that increase.

33. According to the poverty reduction strategy papER$P) for Pakistan, there is broad
consensus that the momentum gained in addressivertpaduring the 1980s was lost in the early
1990s, when poverty levelled off, but it then beganise again in the latter years of the decadgaD
on poverty prior to the development of the PRSRydwer, were not as clear as they might have been
because Pakistan did not have an officially agpeaarty line. The PRSP adopted an official poverty
line of 2 350 calories per adult equivalent per,dalgich approximated to PKR 673.54 per month
equivalent in 1998-1999 and PKR 748.56 in 2000-2@iring the 1990s, rural poverty declined
slightly from 36.9 per cent to 33.8 per cent in ¥89with about 25 per cent of households moving in
and out of poverty. More recent poverty estimafeSOP shows poverty reducing dramatically in the
from 34.46 per cent in 2001-02 to 29.2 per cer2(04-2005

34. Trends in poverty between 1990 and 2001 showedraralh increase that was characterized by
percentage decreases in urban areas and increaseal iareas, as shown in Table 2.

Table 2. Incidence of Poverty in Pakistan 1990-2Q0

1990-91 | 1992-93 | 1993-94 | 1996-97 1998-99 | 2001-02| 2004-05
per cent | percent | per cent per cent per cent | per cent | per cent
Pakistan 26.1 26.8 28.7 29.8 30.6 34.4 29.2
Urban 26.6 28.3 26.9 22.6 20.9 22.8 19.1
Rural 25.2 24.6 25.4 33.1 34.7 39.1 34.0

Source: Planning Commission, GOP.

35. An analysis of poverty by region indicates that thighest incidence is to be found in the

NWFP, FATAs and northern areas — areas that IFA®thegeted for a number of its development
interventions, as shown in Table 3. On the othexdhane of the lowest percentage incidences is in
AJK, which is also targeted by IFAD.

Table 3. Incidence of Poverty in Provinces and Rémns 1998-1999

: : Urban Rural
Province/Region per cent per cent
Punjab 26.5 32.4
Sindh 19.0 29.2
NWFP 31.2 44.3
Baluchistan 28.4 24.6
AJK 14.5 15.6
Northern Areas 22.6 36.5
FATA 445

Source: Household Income and Expenditure Surve@-1999. Federal Bureau of Statistics.

22 World Bank, Pakistan. Promoting Rural Growth angd?ty Reduction, 2007, p. 2.
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36. According to data from the World Bank some 57 pentoof rural poor are from non-farm
households (see Table’#and the poorest 40 per cent of rural householdsedenly about 30 per
cent of their income from agriculture. Partly fhist reason, improvements in farm-related activities
benefit only some of the rural poor. Crop produttomntributes about 25 per cent of rural income,
with livestock producing a further 8 per cent. Wédasour contributes 4 per cent, non-farm incomes
about 40 per cent, remittances 9 per cent andratiteme?® 15 per cent. These ratios differ from
region to region. For example, in the DASP evabrgtit was reported that households derived less
than 40 per cent of family income from agricultus&hough agriculture was still by far the region’s
most important economic activity

Table 4. Rural Poverty across Households Groups iRakistan 2004-2005

Households | Expenditures | Poor (L40) | Poor (L40) Poor (L40)
(millions) (Rs/person) | (per cent) (millions) % of Rural Poor

Farm 5.65 1346 271 1.53 34.9
Agricultural Laborers 0.72 1028 50.3 0.36 8.2
Rural Non-farm 6.68 1209 37.3 2.49 56.9
Rural Self-employed 2.22 1244 31.2 0.69 15.8
Rural Non-farm Othe 4.46 1190 40.3 1.80 41.1
Total Rural 13.05 1259 33.6 4.38 100.0

Source: HIES 1998-1999, 2000-2001, 2001-2002; PQDMU-2005; and World Bank staff calculations.

37. Even though 57 per cent of the rural poor are frmn-farm households, the fortunes of the
rural economy are still closely tied to growth igriaulture, and the incidence of rural poverty
fluctuates with the ups and downs of agriculturé@oit one third of the rural poor live in the
cotton/wheat zones of Punjab and Sindh, and dravpéfOcent of their income from crops and
livestock. In the rainfed areas of the NWFP andj&urhowever, dependence on crops and livestock
may be as low as 15-30 per cent. Rural peopledndhbs favoured areas in which IFAD has been
operating have already diversified away from adtire to a great extent.

38. In 1988, at the beginning of the period under eatidn, social indicators showed inadequate
nutrition, poor sanitation and housing, low levefseducation and limited access to public services
for the rural population as being significant cluéeastics of poverty (Appendix 4 gives pertinent
social indicators). During the mid-1980s almostp2? cent of Pakistan’s population was consuming
less than the normal diet of 2 000-2 500 calorespgrson, with some 46 per cent of children under
five years of age chronically malnourished and &b gent acutely malnouristédIinfant mortality
rates were very high, at 97 per 1 000 live birtftse literacy rate was about 35 per cent and primary
school enrolment was 39 per cent. There are sagmifi gender differences in circumstances,
especially in education where net enrolment oflrgirés is 11 per cent less than boys at primawgle
and 29 per cent at middle-school level. As a resiidt adult literacy rate of rural women was 24 per
cent in 2004 compared with 56 per cent for rurahpimit adult female literacy was only 3.8 per cent
in the NWFP.

39. According to the PRSP by the new millennium major characteristics ofgy included
education, which was the most important factorimfigtishing the poor from the non-poor; and the

% World Bank, Pakistan. Promoting Rural Growth amsd?ty Reduction, 2007, p. 10.

24 Other income was not differentiated from non-fancomes by the World Bank.

% Office of Evaluation, evaluation of the DASP, 20p72.

% National Nutrition Survey, 1992.

27 Government of Pakistan, Accelerating Economic Ghoavid Reducing Poverty, the Way Ahead — Poverty

Reduction Strategy Paper, December 2003.
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degree access to public health services and pablidces like electricity and gas supply, and to
employment as distinct from being self-employed.

40. The situation began to change markedly in the néemmium. Between 2001 and 2005, real
agricultural GDP per capita rose by 7.4 per cetih wer capita rural expenditures increasing by 5.9
per cent. Expenditures of the poorest two quintits® by 3.1 per cent. According to the World Bank,
rural poverty declined by 5.1 per cent in this pef.

41. The World Bank suggests that investments in hunagoital and physical infrastructure have
been — with workers’ remittances — among the mogtortant determinants of increased rural
incomes in rural Pakist4h However it also concluded that substantial adftical growth alone
would not be sufficient to achieve a rapid reduciiorural poverty.

C. Key Challenges to Rural Poverty Alleviation

42. The potential list of challenges to reducing rupaverty could be long. Among them are

unequal distribution of land, the need for moreceght use of land and water, providing incentives
for the private sector to invest in rural areas] targeting development aid effectively to the poor

The following are six key broad challenges expawehin the less accessible areas where IFAD
operated during the period covered by the CPE:

i) Development of the non-farm sectar Moving away from the idea that increasing
agricultural production will have a major impact itieving rural poverty, it is clear that
the non-farm sector, including migrant labour, ssimportant, if not more important, to
address if poverty is to be reduced markedly.

i)  Advancement of women including moving subtly towards a social envir@amh in
which it is possible to optimize women’s economiedasocial contribution to the
household. IFAD has had to face entrenched viewstalsomen in society in some of its
projects.

iii) Improving the accessibility of remote villages tatisfactory education and health
services, village electrification, roads linkingeth with markets, and larger employment
centres. Low literacy levels are linked to conseveaviews about the role of women and
act as a constraint to employment. Roads are linkegtiucation and health services, as
they enable people living in remote areas to haasiee access to such services and,
equally important, reach markets.

iv)  Improving the quality of government services The limited capacity of government
agencies has long been identified as a key weakness

v)  Empowering the poor so that they have the confidence to ensure thay aeiess to
their dues, and providing them with opportunitiasl support, where necessary, to obtain
the productive assets and skills they require dpiely income-earning activities.
Research into the pioneer of the basic rural dgweént model — AKRSP — suggests that,
in rural areas, empowerment takes more than a decad

% The World Bank figures for poverty are a little é@sing. The early part of the report gave a figoi83.8

per cent for rural poverty in 1999, but the staytjpoint of the post-millennium decline was 39.1 pent,
reducing to 34 per cent in 2005. It is possiblé thare was a spike in the two years 1999-2001jthwbuld be
surprising if it were that great.

29 World Bank, Pakistan, Promoting Rural Growth andd?ty Reduction, 2007, p. 8.

30 AsBD. Operations Evaluation Division, Pakistan:uBtry Assistance Program Evaluation, Manila, 2007,

p. 36.
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vi) Access to microfinancethat would enable poor communities to pursue econo
opportunities best suited to their needs and caesaciThe challenge is to get more
providers into rural areas and persuade them toa@uotnercially so that their operations
are profitable and sustainable.

D. Government Strategies

43. The period covered by this evaluation has beenegully a number of different government
plans, the most important of which are listed if[€eb.

Table 5. Government of Pakistan Strategies and Poies during Review Period

Document Period covered

Seventh Five-Year development Plan 1988/89-1992/93
Eighth Five-Year Development Plan 1993/94-1997/98
Ninth Five-Year Development Plan (not implemented) 1993/94-1997/98
Ten-Year Perspective Development Plan (Planning r@igsion) 2001/02-2010/11

Three-Year Development Programme (initial impleragoh of Ten-Year Plan, Planning

o 2001-2004
Commission).
Poverty Alleviation Strategy Paper (Ministry of &irce, 2003)
Medium Term Development Framework (Planning Comioigs framework for

. L . . 2005-2010
translating Vision 2030 into action.
Approach Paper: Strategic Directions for Achievifigion 2030, February 2006, 2006-2030

Planning Commission

44. Essentially, the early five-year plans concentraved economic development and growth.
Increasing agricultural productivity, ensuring s&lffficiency in grains production, and improvingth
national herd were major priorities in agricultur€onservation, especially in riverine and
mountainous areas, was also highlighted. An apprpaper to the Eighth Five-Year Plan stressed the
importance of focusing on poverty reduction, whittiuded distributing assets like land and credlit t
the poor.

45. In 1997, the Task Force on Poverty Eradicationmeuended five programmes to establish an
institutional basis to eradicate poverty within tgears, including the mobilization of village
participatory development through support orgamratand by providing microfinance to both urban
and rural poor through PPAF. Giving a new NGO resfulity for microfinance, hitherto a
responsibility of government-controlled banks wasi@or innovation in the way microfinance was
distributed to the poor.

46. The PRSP continued the theme of poverty eradicatfoousing on four main pillars:
accelerated and broad-based economic growth whéenteaning economic stability; improving
governance and consolidating devolution; invesiimchuman capital; and targeting the poor and
vulnerable. The strategy also focused on the ateim of the Millennium Development Goals
(MDGs) by forging an alliance with civil society @érthe private sector to reduce poverty and
accelerate growth. Central to the Government’s @gugdr to rural poverty was capacity-building and
training for resource-poor farmers, as well as iooid emphasis on maximizing the involvement and
empowerment of community groups, allocating resesirto them for identified development
priorities, strengthening service delivery and eimgubetter programme management, accountability
and transparency. Flows of funds were to be ineg#&s the livestock subsector, given its impact on
the incomes of the rural poor. Area developmenteptse were seen as a role model for rural
development.

47. The Medium-Term Development Framework, 2005-201dhtioued these emphases. This
included highlighting credit-based self-emploympragrammes to provide microfinance to the poor
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in agriculture, as well as small and medium entsegrand housing. A supplement to the framework,
'Rural Poverty Reduction through Social Mobilizatjd®005-2010’, presented a budgeted nationwide
social mobilization action plan drawn up to covitpaor households in all 5 375 rural union cousicil
in 115 districts of the countty

48. In the country context, government interventionaigricultural subsidies has progressively
declined since the mid-1980s, but users are stilcharged the full cost of irrigation. By 1996t etit
subsidies had been removed from inputs, includiaegl spesticides and most types of fertilizer. Trade
taxes and other restrictions were removed from ragstultural commodities with the exception of
vegetable oil and powdered milk imports amasmatirice exports. Government imports of wheat,
however, have tended to depress local prices. R&PRstated that the Government would continue to
support the price of wheat and set indicative jriime other crops like sugarcane, cotton and ace t
protect farmers against market volatility

49. Subsidies, however, are still applied in the micrarfice industry, making all rural providers
unprofitable. Credit rates are well below the marie¢es provided by local providers. The business
model of local providers should be of some inteteshicrofinance providers. The potential market is
substantial, the more conservative estimates jguittiat about 3.3 million rural borrowers.

50. An important development was the programme of deiaml introduced through the
Devolution of Power Plan in 2000 and implementethis Local Government Ordinances of 2001, as
it led to wide-ranging restructuring of the courgrgdministrative system, reducing the influence of
the bureaucracy, increasing the powers of ele@presentatives at the local (particularly distaiat
tehsil/talukg level, and devolving much of the service delivéoythe districts andehsils/talukas
Since 2001, Pakistan has had five elected levetmeérnment: federal, provincial, and three tidrs o
local government, i.e. districtehsil/talukaand union. Elected Nazims and Naib Nazims head eac
union, tehsiland district local government. Budgeting, planramgl development of service provision
are delegated to the district level. Agriculturatemsion and farm water management, planning, and
design of district roads and buildings (among dathesre also the responsibility of district
governments.

51. Achieving the devolution of power is a huge undeéng. So far, good progress has been made
as elections have been held and the majority ofgeaxernments sworn into office. Provincial finance
commissions have been established to regulatedhsfér of funds to local governments. However,
there is a lack of clarity about responsibilitidgferences have arisen between local governments a
the provincial (and national) assemblies; admiatste restructuring has still not taken place; and
new institutions like the provincial finance comsias and local government commissions
(provincial bodies mandated to investigate compsa@md resolve intergovernmental disputes) are not
functioning effectively”. In some cases, expanded local-level responssilihave not been
accompanied by corresponding increases in revdows.fin addition district budgets determined by
provincial governments do not always reflect Iquabrities.

52. In the evaluation period, the socio-political eowiment became turbulent in parts of the
NWFP, and particularly FATA. The FATA is a mountaws tribal region left destitute by colonialism
and neglected by successive Pakistani governmamtsis today used by tribal and foreign militants
as a base to fuel violence and instability botiPakistan and in neighbouring Afghanistan. Local
communities have become increasingly mistrustfuvafious aspects of civil society, particularly
about the underlying objectives of NGO groups, Wwhic many cases are regarded as wishing to
undermine the Islamic basis of social organizaitiothhese areas.

31 Government of Pakistan, Planning Commission. Sappht, ‘Rural Poverty Reduction through Social

Mobilization, 2005-2010'. Islamabad, p. 1, 16 pp.
%2 PRSP, pp. 47-48.

3 Decentralization Support Programme. GovernmeRatistan. <www.decentralization.org.pk.
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53.

federal and provincial expenditures on agricultamd irrigation in this period.

54.

Federal and provincial development expenditureagriculture and irrigation, which declined
dramatically during the 1990s, have increased $harpce 2001-2002 argeincreases in irrigation
expenditures at the federal level largely accoantthe more than five-fold increase in total real

Public sector expenditure on both rural developnat agriculture is very low in Pakistan

Table 6 shows the pro-poor budgetary expendituneica development for 2000-2006.

Table 6. Pro-Poor Budgetary Expenditure, 2000-2004 2005-2006 (US$ million)

2000-01 | 2001-02 | 2002-03 | 2003-04 | 2004-05 | 2005-06
Total Pro-Poor 24988 | 27603 | 34545 | 41983 | 54951 | 5364.4
Expenditure (3.4) (3.8) (4.8) (5.1) (5.7) (4.8)
Rural 188.4 203.3 278.8 303.6 119.4 29.9
Development® (0.26) (0.28) (0.39) (0.36) (0.12) (0.03)

Note: Figures in brackets indicate percentage@PG

55.

E.

External Assistance

Official development aid. Pakistan has a relatively low dependence on ardjing from 1 per

cent to 3 per cent of GDP over the last 13 yeas Esgure 1). The peak in 2001 mirrors a major-debt
rescheduling package and higher inflows of gradt fallowing Pakistan's support of the Unites
States in itavar on terror Average annual ODA commitments in Pakistan fer pleriod 1993-2005
were US$2 billiof®, of which around 60 per cent was in loans fromateiial donors and the
remainder in loans from multilateral financial iihgtions.

Figure 1. ODA to Pakistan, 1993-200%
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35 Excluding irrigation, land reclamation and twetectrification.
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56. The major source of external funding is the Pakifdavelopment Forum (previously known as
the Aid to Pakistan Consortium), which comprises thain multilateral lending institutions and a
large number of bilateral creditors. The largestatois Japan, followed by the United States. The
World Bank and its soft loan arm, the InternatioDalvelopment Association, is the largest creditor,
followed by AsDB. Together, these four donors pdevB80 per cent of total ODA to Pakistan.

57. For the period 1993-2005, the average annual camenit of ODA for agriculture and rural
development was US$146 million. On average 5.%pat of total ODA was dedicated to agriculture
and 1.9 per cent to rural development for the spem®d. IFAD’s average commitment in the period
2001-2006 was US$11.2 million, equivalent to 0.6r pent of average total annual ODA
commitments and 7.7 per cent of ODA dedicated tealgure and rural development.

58. It is worth noting that Pakistan is one of eightitdd Nations Member States selected to pilot
UN reform in 2007-2008 (Albania, Cape Verde, Rwanfianzania, Mozambique, Viet Nam and
Uruguay are the others). A total of 18 United Nasicagencies are currently present in Pakistan,
working in a range of development, emergency andremmental areas. The One UN initiative,
which foresees one UN Country Teaimder the leadership of the UN Resident Coordinatod one
harmonized, integrated and focused UN Programmes,lawanched by the Prime Minister of Pakistan
in Islamabad on 1 March 2007. Up to now, UN Coufiteam discussions have agreed on the need to
focus UN reform in Pakistan in 'One Programme’.def§ will focus on the development of ‘joint
programmes’ handled by thematic working groups (BNGhere are five TWGSs, one of which deals
with agriculture/rural poverty and poverty reduatid’he Food and Agriculture Organization of the
United Nations (FAOQ) is the TWG lead and the In&ional Labour Organization the co-Chair.

59. The principal multilateral donors operating in agtiure and rural development in Pakistan are
as follows:

(i) The World Bank, which is currently lending US$249.1 million to the rurséctor
through 13 projects (including rehabilitation woik areas struck by the 2005
earthquake). Five of these are in AJK, three in NAMiwo in Baluchistan, one in Punjab
and one in Sindh. In addition, PPAF is a majorpiecit of World Bank funds and is
operating in 108 districts. The World Bank is hetpithe Government define a rural
development strategy that would produce an intedgrajpproach to agriculture, natural
resource management, the rural non-farm econonfrasinucture, rural finance and the
need for targeted interventiofis

(i) The AsDB, which, since 1993, has provided 19 loans to the agrimiland natural
resources sector for a total value of US$1.1 millidbout 30 per cent of loans have been
allocated specifically to rural development, wikfe ttotal value of loans to the subsector
slightly increasing from about US$110 million iretmid-1990s to US$150 million in the
following decadé® AsDB’s ongoing rural development projects are eddn Malakand
Agency, NWFP, Punjab and Sindh. AsDB is also sugppgpmecentralization efforts by
providing funding to the Decentralization Suppamdtamme.

(i)  United Nations Development ProgrammgUNDP), which has provided US$8.5 million
to three area-based rural development programrestdachi Development Programme
cofunded with the Department for International Oepenent (United Kingdom), which
aims to develop innovative approaches to improtivgglivelihoods of poor people using
a bottom-up approach; the Area Development ProgeimnBaluchistan, cofunded with
the World Food Programme (WFP), which involves camities in needs identification,

3 World Bank (2006): Country Assistance Strategytfier Islamic Republic of Pakistan, p. 19.

39 AsDB (2006): Evaluation of the Agriculture and Mt Resource Management Sector, p. 23.
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planning, design and implementation; and the ConitpuDevelopment Project for
Rehabilitation of Salt Affected and Waterlogged disurfBio Saline Il) located in Punjab,
which focuses on land recovery in three districts.

(iv) FAO, whose programme focuses on food security, principallyFanjab, Sindh and
NWFP. Other areas of focus are integrated pest gemnent, development of
management information systems for agriculture, apuelity control of livestock
products and marine fisheries.

Key Points J
*  Serious economic challenges and slow growth in 1880s. Recovery in macroecono
indicators after 2001-2002.

C

*  Ambitious devolution plan introduced in 2000 insieg the powers of elected representativey at
the local (particularly district anghsil/talukg levels, and devolving much of the service deljve

e Constitutionally agriculture is a provincial resgdaility. The subsector tends to be under-funded
and institutional capacity is low.

e The majority of the rural poor (57 per cent) aremrnon-farm households. The poorest 40 per
cent of rural households derive only about 30 p#roétheir income from agriculture.

. Pakistan is among the top 20 receivers of remiganeorldwide. It received almost US$5
billion in FY 2006-2007 (4.2 per cent of GDP). Imational remittances go mainly to the richfr
households while transfer income to the poor imfioternal remittances.

. Pakistan is one of eight United Nations Membere&Statelected to pilot UN reform through the
One UN initiative.

» Aid dependence is relatively low, ranging from 13@er cent of GDP over the last 13 yeals.
IFAD’s average commitment in the period 2001-20G&WS$11.2 million, equivalent to 0.6 pgr
cent of average total annual ODA commitments a@dpér cent of ODA dedicated to agricultu
and rural development.

. QUALITY OF THE COUNTRY STRATEGY
A. Description of IFAD’s Country Strategy

60. IFAD’s strategy in Pakistan has been governed hersé general identification missions, a
country strategy prepared in 1991 and the COSORvaggp in 200%. The key documents, however,
were the two country strategies.

61. The 1991 country strategy was more a descriptioanodppropriate rural development model
than a country strategy. If a strategy can be iatkrit was to target the very poor and women; work
in non-irrigated lparani) areas; continue adapting the AKRSP model to IF#Djects that place
emphasis on social mobilization; provide credilngsRSPs; and devote more attention to research
and development (R&D) to improve agricultural protility. It assigned top priority to Baluchistan,
where there had been no prior IFAD project, folldviiy NWFP and Sindh. Thus, IFAD moved away
from projects with a wide geographic coverage amacentration on irrigated agriculture that were
characteristic of the mid-1980s.

62. The bulk of the projects covered by this CPE wémeted during the period 1991-2003, the date
of the first COSOP. All the interventions other nhthe SBADP, Pat Feeder and SWRCP were

“0" The COSOP was introduced in IFAD in 1995 to replgeeeral identification and special programming

missions.
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essentially area development projects. All butéhrere in localized areas and led by IFAD. Two of
the others operated in partnership with the AsD18|, the credit project with the World Bank.

63. The Pakistan COSOP was elaborated along the ‘@187 huidelines for COSOPs. At that time,
the COSOP was mainly considered as an internal Ilpfddning document, with limited budget
resources allocated for its preparation and liithee for discussion with the main partrférsA
number of corporate polici&sand systems, including the PBAS, were not in placen the COSOP
was approved. Even though the intention was toymedhe COSOP in 2000, it was finally approved
in 2003. A draft paper presented to the OperatiGtategy Committee of IFAD elicited a number of
concerns related to political upheavals in Pakistan2000-2001. The uncertainty was further
exacerbated by the events of 11 September 2008loiember 2001, the Government adopted an
Interim Poverty Reduction Strategy Paper, which w&® required to be accommodated in the
COSOP.

64. The 2003 COSOP continued with the process of catat@n and improvement in the strategic
niche IFAD had developed in less favoured areaduding remote mountainous border areas, the
rainfed plains of Punjab, and hilly rainfed parfsAJK and NWFP. This involved activities to
enhance the productivity of the poor supported dlicp dialogue aimed at strengthening the resource
base of poor households. The COSOP does not défkie’s specific strategic objectives for the
country. Instead it makes reference to the objegthof the Strategic Framework for IFAD 2002-
2006, and states that “the real challenge is nahgoh to identify priority objectives but to secure
necessary local support for implementation of piyveireduction strategies and programmes,
particularly those relating to gender-mainstreanglgments”.

65. The COSOP foresees assisting the Government imrfaia directions

agricultural and rural development,

women’s empowerment,

access to resources,

decentralization, and

Household food security and diversification of protion.

®PoO0TQ

66. The logical framework — which does not quite refletat is stated in the text — proposed the
goals of eradicating poverty and enhancing householdd feecurity through sustainable, self-
managed agricultural and rural development in algebalanced institutional and legal environment.
The project/programme objectives defined as “putting in place sustainable, dedrdniven
partnerships and a replicable agricultural and Irutavelopment process that will ensure
empowerment of the poor, increased resource atosato poor households, gender balance and
diversification of rural economy, including expassiof rural enterprises and financial system”.

67. Three priorities were also stipulated in the COSKRR without any specific focus or indication
of how they were to be achieved. All were in th&itational strengthening/capacity-building domain:
(i) reforming public institutions to enable themftus more effectively on providing services with

4 At that time, COSOPs were not discussed withBkecutive Board of IFAD. Current mandatory quality

assurance instruments for loans, grants and COXDPEls as the Technical Review Committee or the
Operational and Strategic Review Committee, weteaeguired for COSOPs at that time.

2 For example: IFAD strategy for knowledge managen{@07); IFAD innovation strategy (2007); IFAD
targeting policy, Reaching the Rural Poor (2006)AD policy on supervision and implementation suppor
(2006); IFAD's private-sector development and paship strategy (2005); IFAD policy on crisis pretien
and recovery (2005).

3 (i) Strengthening the capacity of the rural pood dneir organizations; (i) improving equitable ass to

productive natural resources and technology;riyéasing access to financial services and markets.
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proper accountability; (i) restructuring publicpenditures in rural areas in support of infrastices
and services that promote pro-poor growth; angiffiproving delivery of basic services.

68. Three main agricultural zones were identified assenting the best opportunities for IFAD
interventions: the sub-tropical uplands of AJK; therthern areas and command irrigation areas
mainly located in Punjab and Sindh; and the serdizones of NWFP, Baluchistan and FATA. Three
projects were identified for inclusion in the pragme: two area development projects in the semi-
arid areas of NWFP and Baluchistan and in AJK, anghedium-to-large-scale irrigation project,
probably in Baluchistan.

69. The COSOP had an open view of collaboration witheotdonors, stating that “IFAD will
actively collaborate with other donors, particyfatie World Bank, AsDB and EU, to ensure that its
concerns regarding improved resource allocations, partiopa and partnership development
processes and decentralized management are adtiresse

B. Analysis of IFAD’s Country Strategy

70. The COSOP identifies IFAD’s strategic niche in Iéggoured areas, which were consistent
with the country and regional strategies. Ruralefigyment in under-populated areas seems to be a
comparative advantage for IFAD in its operationsHakistan, as larger international financial
institutions (IFIs) are not, by and large, attrdct® such areas as being too small to warrant
investment, which results in a good level of compatarity between IFAD’s programme and those
of AsDB and the World Bank. On the other hand, EXASR criticized the regional strategy for its
exclusive focus on the strategic niche of less da®d areas, stating that there were many othes area
deserving of attentidh It also observed that the remote areas wereylitelinvolve greater risks
because very few donors, or none at all, were wgrkiere and because local governments’ capacity
was likely to be very weak. Whether or not suchsierations should deter IFAD from operating in
these areas is a point for debate and warrantsafaztonsideration in the strategy. It can be argued
that the COSOP for Pakistan might have been todtricthee and should have allowed for
consideration of alternatives, which has merit &r organization pursuing innovation in rural
development and wishing to test it in more recepéixeas.

71. Some of the areas identified in the COSOP, pagtitutribal areas in North Waziristan, South
Waziristan and some districts in NWFP, are conflictas subject to frequent armed clashes between
rival tribal group&. Moreover, in recent years, the presence of Taldrad Al-Qaeda has increased
security risks in these areas. Despite this, th&CGP does not acknowledge the challenges associated
with project implementation in these areas, and dha include specific approaches and provisions to
operate under these very difficult conditions.

72. The main directions identified in the COSOP werasistent with key country priorities and
strategies, and with IFAD’s regional strategy. Ihe tfirst direction, agricultural and rural
development, rather than a commodity (e.g. ricdtond development programme, the COSOP
advocates a broad programme that includes expardergesource base, such as natural resources
and finance, sustainable resource managementrease productivity, human resource improvement,
and enhanced rural infrastructure. Except for REA&I the specialized rural finance projects, all
projects have been multi-sectoral.

*  The EVEREST country working paper for Pakistarsedithe issue that IFAD might be able to have a

greater impact on rural poverty if it concentraitsdactivities in less developed districts in Bdlistan, Sindh
and Punjab rather than in the less populated mmmus regions of the north where concentrationgoafr are
smaller.

% The South FATA project was designed before coniflitensified to recent levels.
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73. The COSOP’s emphasis aromen’s empowermentthe second main directipis in line with
federal and provincial governments’ commitment émdger reforms, reaffirmed through the PRSPs.
At the strategy level, the assessment that genderstneaming would be a core challenge recognized
the particular difficulties that gender issues thée the kinds of areas the COSOP identified as
qualifying for IFAD attention. The COSOP recognizbdt the issues required attention at the policy
level, but the programme itself has subsequenthedittle in terms of preparing the way for gender
programmes in projects, particularly in the nonthareas and the NWFP.

74. Access to resourcegshe third direction, promised a lot more than FAad the resources to
deliver. Access to resources was to include landtery technological know-how and financial
services. Improved access to land and water, givarership patterns in Pakistan, is a major policy
question that earlier governments had put in the-tHard basket’ and was not likely to be revisited
given the political situation in Pakistan in 2002chnological know-how is an important strategic
issue and warranted much greater attention thaatdéived, although latterly this subject is begngni

to be addressed under the programme. The COSOPFomenural financein association with
enterprise development, as one of a large numbentefventions required in support of rural
development, including access to resources bydbe {his is consistent with IFAD’s Rural Finance
Policy insofar as it calls for the use of ruraldiitte for generating income and employment, buether
are serious shortcomings. Central strategic iskke$ne viability of rural finance providers arfeir
willingness to operate in the areas that IFAD wagedting, deserved much more attention in the
COSOP than they received. IFAD operates in the mifiinterest rate subsidies and has co-existed
with them in all its projects. Environmental issuesch as integrated catchment management and
increasing the efficiency of water use under ralnfenditions, also received little attention in the
COSOP.

75. The fourth directiondecentralization, partly reflected the devolution process introduaed
Pakistan in 2001; it also fits within the Strategiamework for IFAD 2002-2006, which views
decentralization as a framework within which goveemts can respond more effectively to the needs
of the rural poor, in particular by increasing thecountability and transparency of rural service
delivery. The direction emphasized two issues. flilsg support for community-based organizations
(CBOs), was central to the area-based developmedehpursued in the Pakistan programme. This
support was to be linked with the second issuethieedevolution of human and financial resources t
local governments. However, despite the intentafitfie Local Government Ordinance of 2001, this
has not been effectively implemented in Pakistame @roject, the CDP in AJK, has tried to address
this omission by setting out to combine CBOs intasters, more for planning purposes and
facilitating better representation of rural intéseo government than for bringing government alose
to the people through devolving finances and dewignaking to the local level.

76. Finally, the fifth direction household food security and diversification of poduction, is
consistent with IFAD’s core charter. In 1994, IFAdopted a comprehensive straf@dg move its
rural investment projects further towards improvedrition. The critical role of food security as a
guiding principle for project design, and the inporce of health and sanitation-related intervestion
for nutritional security (which should be soughtiniathrough inter-agency cooperation) highlighted
by the strategy are not reflected in the COSQiRersification of production recognizes the need for
poor smallholders to diversify the range of crapsytproduce in order to take advantage of market
opportunities and improve their nutrition. Area-dsprojects supported this thrust, with some
success in particular areas like the northern af@gersification of production, however, would leav
been enhanced had it taken a broader view of tuessfacing the rural poor, many of which related
to the fact that very little of their income wasiged from agriculture and what they really needed
were expanded opportunities to gain employmentdmvelop small businesses.

% Towards a Strategy for Improving Nutrition throughral Investment Projects. IFAD, 1994.
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77. The three priorities set forth in the COSOP suffebecause there was no specific focus or
indication of how they were to be achieved. Thstfireforming public institutions to enable them to
focus more effectively on providing services witloger accountability, would have been helped by
some indication of which public institutions wee the reformed. Rather than reforming a public
institution like the Agricultural Development Bank Pakistan (ADBP), what the programme did was
to seek an alternative, the PPAF, to introducerdityeand competition into the market. That was
more cost-effective than embarking on an ambititagacity-development programme, which would
have had numerous constraints to success. Thedsecmmity, restructuring public expenditures in
rural areas in support of infrastructures and sesvithat promote pro-poor growth, was highly
ambitious and outside IFAD’s core competenciestdtild have been much more appropriate for an
organization like the World Bank with support frdPAD. The third, improving delivery of basic
services and the outcome, effective basic servatealy, is a key success factor of any area-based
development project in Pakistan and, consequeatiyery important priority. To have an impact on
institutional capacity requires funding, and the ST gives no consideration to funding.
Cofinancing, an alternative not mentioned in theSO®P, was provided by other United Nations
agencies — but not in a focused and integrated erann

78. There were serious gaps in the strategy. For exangavelopment of theon-farm sector
received little attention despite its increasingamance as a source of income for the rural pibar (
poorest 40 per cent of rural households derive atiput 30 per cent of their income from
agriculture). The COSOP also overlooked the speefionomic dynamics of rainfed areas, where
families, exposed to erratic rain patterns andllasicig productivity, often seek alternative, non-
agriculture sources of income including remittanfresn migrants living in urban areas or abroad.
Areas such as vocational training and assistanfiading employment in small towns, urban centres
and overseas might have a greater impact on potlgaty concentrating on agricultural productivity.
Some projects, most notably NJVCDP and its succetis® CDP in AJK, have provided vocational
training which, albeit limited in extent, was vesyccessful. However, it remained a peripheral giart
the project.

79. Moreover, two important areas such as access t&ketsaressential for ensuring greater
opportunities for the rural poor) and promotincgéges to the private sector were not addressdwin t
strategy.

80. For policy dialogue, the COSOP emphasized decédtimn and access of the poor to natural
resources, but it did not indicate how IFAD wouldkmtify and engage partners in support of
structured policy dialogue and advocacy. Knowledgmagement and knowledge sharing were not
addressed by the strategy.

81. The COSOP presented a strategy but made no regetenthe funding available, the time
period it addressed, or any measurable objectiMegher did it examine the question of effective
targeting (already raised by the 1995 CPE) althdtdgmdicated that projects would target both the
poorer villages in project areas and activitiegaative to the poorer strata therein, by working
through existing community arrangements. While ¢hegsproaches were sensible, the COSOP did not
indicate how projects would ensure they were foldvby the PMUs to ensure that implementation
was consistent with strategy.

82. The COSOP was very vague as to who IFAD’s partmeight be, although it showed a
preference for multilateral organizations. Theresagbrief description of potential partners in é&rg
area development projects through cofinancing callf@h financing. The COSOP discussed RSPs, but
noted that their involvement in technical suppatvices had not proved effective. It did not,
however, discuss the possibility of supporting R&Rivities as a strategic alternative, although
projects do contract them to provide services.

83. Innovation was not a major feature in the COSORe fidtus was on rural area development
projects, overlooking alternative innovative prégeand programmes. Moreover, no consideration
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was given to the store of innovations that IFAD pasduced elsewhere in the world, which might
have practical application in Pakistan and warrantthe very least, some kind of dissemination
through a programme of knowledge management. Ongecoience of such omissions is that, in the
opinion of the IEE, the Fund no longer seems taipg@ recognized innovative niche in Pakistan.

84. The COSOP was rather driven by the current andnpldrportfolio, with weak analysis of
IFAD’s comparative advantage and rationale for gegazent in the country. Furthermore, it gave no
consideration to how projects could be drawn togrethto a programme that would have a broader
impact on rural development than the sum of indigidprojects selected. TAGs and their potential
contribution to the loan portfolio were ignoredine COSOP.

85. The architect of the regional strategy might welVé had the Pakistan country programme as
his or her model, so closely does the regionateggacapture the essence of the country programme
up to 2005. Six of the ten projects approved in0t2003 were in remote upland areas. All the
projects had a major emphasis on the mobilizatiowamen. One project was entirely devoted to
microfinance and all the others made provisionitfor

86. Pakistan ranks number 138 in a list of 179 cousitriassified by Transparency International in
terms of theirCorruption Perception IndexStarting from 2004, when the PBAS system became
operational, PBAS consultations in Pakistan havesistently raised the issue of corruption and it is
included in the PBAS scoring (ranging from “@westto “5” highest),with Pakistan scoring a 3 on
the question of whether rural poor should pay tweas government services and justice, and a 4 on
the question about sanctions being imposed agaifistals demanding or accepting payment for
services. The 2003 COSOP does not contain any sigou on measures aimed at preventing
corruption as it affects the rural poor. In 2005AD approved a corporate policy on preventing fraud
and corruption in its activities and operations.

87. IFAD approved four projects for Pakistan after @@SOP was approved in 2003. As pointed
out in the PI self-evaluation, two of them, MIOPdatihe Programme for Increasing Sustainable
Microfinance (PRISM), can be considered as a ’tlgeheration’ of projects implemented at the
national level with support to the PPAF, moving gam collaboration solely with government line
agencies. This introduced greater flexibility arademtial for different approaches to address pgvert
issues through involvement of NGOs. However, tli@SOP does not contemplate national level
programmes or implementing partners other thanipc@ governments, and it was not revised to
reflect these important strategic changes.

88. Approved in 2006, REACH was an emergency initiatwtnin the overall umbrella of IFAD’s
mandate. As such, it probably should not be inaduae an integral part of the country programme.
The fact that funding for it was outside the cogterPBAS allocation for Pakistircorroborates this
view.

C. IFAD’s Capacity for Strategy Development

89. Learning from experience was a major shortcomimggurging IFAD’s performance in defining
the strategy. The COSOP of 2003 made no referemt¢bet CPE of 1995 that made a number of
recommendations regarding future programme devetopifsee Appendix 5), in particular the need
to focus on a few strategic areas and/or instibgtiancluding: (i) research outreach programmes tha
have a direct benefit on farmers; (ii) special dredhemes targeted at the rural poor; (i) atiggi
sponsored by the National Rural Support ProgramiBSP) and sister organizations; and
(iv) supporting private investment in undergrousdaurces development at the tail-end of irrigation
schemes. Moreover, despite the level of politicadartainty in Pakistan at the time (see paragraph
63), the COSOP took three years to complete, wéuggest a poor management process with limited
oversight.

47 Office of Evaluation, EVEREST — Pakistan Country Ming Paper, 2006, p. 16.
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90. IFAD’s capacity for strategy development in Pakisislimited. Available resources consist of
a Country Portfolio Manager (CPM) (previously alssponsible for Bangladesh) supported by a
programme assistant and a secretary. A loan officera legal counsel are available on an ad hoc
basis. The proxy country presence in Pakistan dedwa part-time liaison officer working 80 per cent
of his time and a gender specialist (50 per cekd)these persons were not recruited for strategy
development, they will need to develop such skilldey are to assist. The field presence has not
been recruited to play anything but a peripherd ipastrategy development. At the time of the CPE,
the CPM was responsible for eight ongoing projestsl a further one recently approved. This
workload leaves little time to develop country s&gees and then manage them, even with the
addition of a reported budget of approximately U$880 to secure consultancy assistance to assist
in strategy development.

D. Assessment of Quality of the Country Strategy

91. Table 7 below assesses the COSOP against opetatiiteda developed by IFAD.
Table 7. Rating of the Country Strategy against OECriteria
Criterion Discussion Rating

Understanding The COSOP outlined a brief set of constraints thewent the poor from escaping the poverty cycle.
key challenges in | There was little analysis of rural poverty. Ther@swo problem tree that would have enabled a more,
rural poverty thorough examination of a number of issues and timkiages. The 1995 CPE mentioned a number
reduction of project implementation constraints, but theseewmt examined systematically.
Analvsis of IFAD There was little detailed analysis of target groapsf how they would be targeted. Also lacking was
tar eyt rouns and | &N analysis of gender roles, any kind of marketesuof the economic aspirations of the very poor 3

get group and where their priorities lay, which might haveoguced some unexpected alternatives like

their needs

vocational training.

Relevance and
clarity of goal and
objectives

The COSOP provided a general framework bound in&DIE strategic objectives. It provided no

analysis of government policies and programmesgiicalture and rural development, but for t
period, rural development and rural poverty allgégiawere increasingly being prioritized in over.

government policies. Consequently, it fitted welloirgovernment priorities. The objectives lacked

any verifiable measures. MDGs were not mentioned.

he
all 4

Structure of
strategy and
sequence of
assistance

The strategy focused on a strategic niche. It watefansive strategy which, given the political

uncertainties in Pakistan, was sensible. It builtlPAD’s accomplishments as a small-scale funde

composite rural development projects in difficidhallenging and remote areas. Innovation was
lacking. There was no attention to the interplay mbjects, policy dialogue, institutional

strengthening, knowledge management and all therddrctors that contribute to a sustaina
change to an environment with significant pockétsucal poor.

r of
4
ble

Identification of
partners and
partnership
opportunities and
plan for building
partnerships

There was no assessment of the advantages of \gowkith particular categories of partners li

multilateral development banks (MDBs) and bilateralsany strategy as to what kind of projects to

seek their partnership. The three projects seldoyethe COSOP, however, were not discusse
terms of partnerships with other donors.

lrznﬁzzgi(l)irt]’ and Development Project and was replicated by AsDB io fvojects cofinanced with IFAD. The 3
scgling upy replication was not surprising as AsDB also cofirhdcChitral. There is no information about

There was little discussion of innovation. IFAD’sv@&lopment model started with the Chitral Area

replicability of IFAD innovation by communities nistcluded in IFAD projects.

Agenda for policy
dialogue

A number of issues including good governance, deakgation, access to natural resourc

particularly productive land and water resourcelrassing the landless and the position of women

were mentioned in the COSOP as meriting policy diaéo The set of issues for policy dialogue

expanded in the Rural Development Sector Framewmrindlude a number of more operational

issues like improvements to participation of thempm setting research and extension priorities
outreach of extension to the poor, and particulasgmen, to women’s participation in rur

organizations, to financial management, and toodia¢ between the government and rural

organizations. In the case of policy dialogue, esources were allocated to any of these objecti
Recently, a vague role has been given to the copnéigence to develop policy positions.

as

to 4

al

Ves.

Overall Assessment
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92. The Fund’s PI Division has produced a self-evatuatf the Pakistan country strat&gyThere

is little disagreement on ratings other than tattfie understanding of key challenges, which the P
self-evaluation rates as 6. The basis for this haging was that the COSOP had raised two very
politically sensitive constraints to reducing runabverty, namely, skewed land holdings and
discrimination against women. The COSOP did nolyév@r, demonstrate any understanding of these
issues in the sense of developing strategies teeasithem. While PI rates the strategy as ‘modgrate
satisfactory’ (4), the CPE rates it slightly lovsmoderately unsatisfactory’ (3), largely because it
provided more a statement of the kinds of projeat tFAD would invest in rather than a strategy to
achieve stated objectives.

Key Points

» |FAD’s programme in Pakistan covered by the evadmahas been governed by a country stratdigy
prepared in 1991 and a COSOP approved in 2003.

e The 2003 COSOP makes reference to IFAD’s stratefjectives as the country objectives afd
proposes five main directions: (i) agricultural amdal development: (i) women’s empowerment; (i)
access to resources; (iv) decentralization; anchasehold food security and diversification [pf
production.

» The COSOP focuses on the consolidation and impreménof IFAD’s strategic niche (are
development projects in less favoured areas) withgamining alternatives.

« The COSOP is strong in emphasizing interrelatigndetween increased (and more diversifigd)
production and strengthened social capital. The poe more likely to feel empowered if they hajte
greater economic independence.

e Limited attention was given in the COSOP to nomdfaactivities, vocational training, and capacify
development of public services.

e Learning from experience was a major shortcominglefining the strategy. The COSOP of 2003
makes no reference to the CPE conducted in 1995.

» The strategy allowed little opportunity for synerddingle projects without consideration of crogs-
cutting activities.

* Non-lending activities like policy dialogue, partakips and knowledge management received liftle
attention.

IV. PERFORMANCE AND IMPACTS
A. Description of IFAD’s Assistance Programme

93. IFAD started its operations in Pakistan in the 08§ addressing the country’s three main
agricultural crops: cotton, rice and wheat. Thecalbed ‘first-generation projects’ tended to be-top
down, have a wide geographic coverage, and foomsedtigated agriculture and credit mainly for the
purchase of tractors and tube-wells. The major tpofndeparture from this ‘generation’ was the
Chitral Area Development project, cofinanced witsDB, the design of which borrowed heavily
from the AKRSP but relied for service delivery amoyincial line agencies rather than its own staff
(as per the AKRSP model).

94. Between 1990 and 2007, the period covered by tratuation, another six rural development

projects designed for remote, subtropical uplandsemi-arid areas employed further developments
of the basic AKRSP model. The programme maintamexbntinuing interest in rainfed areas, with

three projects directed at improving agricultunaduction. These projects, too, followed the AKRSP
model, with major emphasis on community mobilizatgupported by credit programmes, of which

social infrastructure construction and women’s ewgronent were important features.

95. Funding was through conventional loan agreemetégjbfe lending mechanisms were not
employed. In addition to loans IFAD has provide@gmut through TAGs and non-lending activities

8 Asia and the Pacific Division, a Self Evaluatiortioé IFAD Programme in Pakistan, January 2007.
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such as policy dialogue, partnerships and knowledgaagement. TAGs are discussed later in this
section.

96. In terms of project components, investments comatgd on infrastructure (29 per cent),
agriculture (21 per cent) and community mobilizat{d@8 per cent), followed by credit (13 per cent)
and irrigation (11 per cent). Infrastructure inveshts have included the construction or upgradfng o
rural and feeder roads as well as small villageastfucture such as the rehabilitation and extensio
irrigated land, upgrading of tracks and link roadser bank protection, village water supplies,
sanitation, micro-hydels, fish ponds and women'stres. Investments in agriculture include crop
development (breed improvement, training, crop destrations, on-farm research, and soil and water
conservation), livestock development (cross-bregdif local animals and improvement of their
productivity through better vaccinations, fodderoguwction) and institutional strengthening of
extension and livestock services. Through the conitypumobilization components, projects have
promoted the establishment of COs and women'’s grgaons (WOs) as focal points for all project
development activities.

Maize demonstration plot.

AJK Community Development Project,
Muzaffarabad district. Azad Jammu and
Kashmir

Source: Michael Heppell

97. A focus on credit also continued from the earliartpof the country programme, with two
projects already initiated and another approvesdptember 2007. The first, approved in 1990, had a
major emphasis on developing credit products fomemw. It was cancelled as the funding supplier
(ADBP) had serious structural and cash flow prolsleend no capacity to introduce radical new
product lines for women. The second credit projdiOP, approved in December 2005, aimed at
developing innovative financial products. The Ilgstoject, PRISM, is expected to expand
microfinance outreach into rural areas, diversiymicrofinance institution (MFI) sources of funding
— by accessing more funding from commercial sourcaisd improving their financial sustainability.

98. The Project-at-Risk rating for Pakistan in the PBi&Sf°. Two ongoing projects (SFATADP
and CDP in AJK) are classified as ‘problem projedisving shown slow progress caused by a
combination of management and capacity shortcomigsious constraints related to security and
sectarian strife were experienced in the SFATAD® iarthe northern districts of the NWFP BADP,
which led to the suspension of project activite®North and South Waziristan.

99. As far ascofinancing is concerned, IFAD has worked with the World Bamkl éAsDB, with
important changes over the years in the way p®jact leveraged with cofinanciers. Up to 1992,

49 Arating of 4 indicates 0-34 per cent of projeatsisk out the total ongoing portfolio.
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eight of the first ten projects had significantwading contributions from either the World Bank or
the AsDB, with the result that IFAD was very mudte fjunior partner, especially as it outsourced
project supervision to the cofinancier. In markeuohtcast, the area development projects approved
from 1992 to 2004 (excluding NWFP BADP for which B8 was the senior cofinancier) were
designed and principally funded by IFAD. There wewénancing arrangements, but they were small:
UNDP was involved with two grants, assisting mdaaition and training in two projects; the Islamic
Development Bank (IsDB) provided considerable add#l funding for the MVSP. The two most
recent projects, however, appear to revert to seclassociation with the World Bank, which is also
responsible for supervision. In the credit projdftAD has retained a distinctive role. In the
earthquake relief project, IFAD’s targeted populatis distinct but, administratively, the two prcje
have essentially been merged, operating concwrémttlifferent places but with joint supervision
missions.

100. Table 1 in Chapter I.A shows the funding leverau tFAD has been able to mobilize from
cofinancing and from contributions from the Goveamnhand beneficiaries. Excluding credit projects,
IFAD has provided an average of 39 per cent of fwi@ject costs in its overall Pakistan programme.
That figure increased from 24 per cent in the ®ight projects to 51 per cent for projects apptdave
1990-2006, the lower amount for the earlier petieihg explained by the significant cofinancing
provided by the World Bank and AsDB. In projectdimanced with these two organizations, on
average, AsDB contributed about 2% times IFAD’s tabation. The way the projects were
subsequently managed, i.e. supervised by the IdM@ds, suggests that the World Bank and AsDB
were doing the leveraging rather than IFAD. The &oment and beneficiaries added an average of
52 per cent to IFAD’s contribution for projects apyed in 1990-2006.

101. IFAD entered into varioussupervision arrangements during the period covered by the
evaluation. Supervision was entrusted to UNOPShascboperating institution for seven projects
(four ongoing), the AsDB for three (one ongoingfldhe World Bank for two of the most recently
approved projects. The last approved project (PRISMI be supervised directly by IFAD.
Moreover, as of January 2008, IFAD will be respblesifor supervising and supporting the
implementation of all four ongoing projects prewstu supervised by UNOPS. The other three
ongoing cofinanced projects will remain under thpesvision of the cofinanciers (World Bank for
two and AsDB for one).

102. Implementation was carried out by provincial goveemts through the planning and

development (P&D) departments in all area develapmeojects up to 2003. PMUs were established
in the P&D departments to coordinate and manageribjects. Technical activities were executed by
provincial line agencies in cooperation with loggivernments and COs. Social mobilization was
undertaken by the PMU (in one project), an RSReigit projects) or a cofinancing organization (in
both cases, UNDP).

103. In three (MIOP, REACH, PRISM) of the four projeegproved after 2003, implementation is
entrusted to PPAF. In MIOP and PRISM, PPAF acts agholesaler of funds to help retail MFls

develop new products and extend their outreachaaest small CBO-type organizations in gearing
up to become microfinance retailers. In REACH, PP&Fmanaging housing reconstruction

programmes in affected districts and the livelihoslgabilitation components of the project.

104. Following discussions with government officials AIB recruited aproxy country presence
(PCP) in early 2005. The role of the PFP is alnmbestical to that of IFAD'dormal field presences
in other countries, covering project implementatsupport, policy dialogue, partnership building,
knowledge management and logistical support.

Technical Assistance Grants

105. Pakistan has benefited from four country-specifhGE (see Table 8) for a total of US$0.29
million and seven regional TAGs (Table 9) totallibi$s$11.7 million. Two of the four country-
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specific TAGs have been approved in the last thyrears®. Prior to 2004, TAGs were barely
employed in Pakistan: they were not mentioned 2003 COSOP, and no strategic role for them is
discussed in other documents seen by CPE. Theylitéeeelationship to the programme of projects
other than the one to fund a completion reporttiier MVSP. The more recent grants conform to
IFAD'’s strategic objectives for its grants programme of promoting pro-pooresgsh on innovative
capacities or building up the pro-poor capacitiepartner organizations. Yet, they have not fufill
any common country strategic purpose such as aidgepolicy or agency capacity issues that
constrain the programme. They have also had littemotional benefit to IFAD. The EVEREST
country working papéf, for example, found that no one at the Economiaifd Division (EAD), the
Fund’s government counterpart, had heard of any SAG

106. A comparison with Banglade¥hpoints up significant differences. In the pericgd4-2004,
Bangladesh benefited from ten country-specific TAGsa value of US$574 000 compared with
Pakistan’s three valued at US$246 000 for the deti@90-2004. Similarly, with regional TAGs for
agricultural research, Bangladesh participated2imefional TAGs during 1994-2006 compared with
Pakistan’s six.

107. It is still too early to evaluate the most receaumtry-specific TAGs as they are still under
implementation. Consequently, like their size,ithpact of TAGs has been limited.

Table 8. IFAD Technical Assistance Grants to Pakian, 1990-2007

TAG - IFAD Approval Completion
No. TAG Name Recipient Funding Date Date
US$ ‘000

Federal Bank of

Cooperatives 30 2001

R528U
PK

Mansehra Village

Mansehra Village Project Support Project

16 Apr 2001 Dec 2001

Pilot testing of a public private | eadership for

parinership to dev.ek)p.CapaC'WEnvironment and 200 Dec 2004
for small scale agribusiness

. : Development
and processing enterprises

760

Sustainable Policy
Development Institute
(SDPI) and Action 50 Oct 2005
Aid International
Pakistan

Research on “women’s rights
to land in Pakistan.”

Total 296

Sources: CPE Approach Paper; Self Evaluation Paper.

0 The Performance Based Allocation System of IFARl@shes a resource ceiling for every country.

This can be covered by loans or grants. CountrgiBpd AGs are allocated within the grant allocatifor each
regional division using the same performance ratorgula as used in allocating IFAD’s loan resostcEhe
initiative of CPMs, which in turn might be motivatéy demands from the country, is important to seguant
funding.

*L|FAD. IFAD Policy for Grant Financing, December Z)@p 7-9.
2 OE, EVEREST - Pakistan Country Working Paper, Falyr@006, p. 17.
*  OE, The People’s Republic of Bangladesh, CPE, 2005.
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Table 9. IFAD Regional Technical Assistance Grants,990-2007

IFAD

TAG - : Approval Countries
TAG Name Recipient Funding
No. US$ 000 Date Covered
Indonesia, Philippines,
534 To Reward the Upland Poor of ICRAE* 1400 April 2001 Viet Nam, Laos, Nepal,

Asia for Environment Services India, China, Pakistan, Sri

Lanka, Bangladesh

Multistakeholder Programme to

Accelerate Technology . .

634 | Adoption to Improve Rural IRRI/ N 1500 December | India, Pakistan, Nepal,
o . . CIMMYT 2002 Bangladesh

Livelihoods in the Rainfed

Gangetic Plains

816 Livestock Feed Production ICARDA 1200 Dec 20()§;l;casus and Central
Rehabilitation of Agricultural
851 | Livelihoods in Marginal Post- ICARDA 1080 April 2006/ Pakistan, Afghanistan

Conflict Areas

Securing Livelihoods in Uplands
and Mountains of the HinduICIMOD***
Kush Himalayas, Phases | and |lI

Bangladesh, Bhutan,
China, India, Nepal and
Pakistan

490&7
73

1000 | April 2000
1200 | April 2005

Cambodia, China, India,
5Indonesia, Nepal,

Pakistan, Sri Lanka, Viet
Nam

FAO | Pro-poor formulation and policy

821 | dialogue at country level FAO 1500 13/12/200

ENRAP I, II, lll: Knowledge
Networking for Rural
Development in the Asia/Pacifiq
region (1998-2007)

750 April 1998 | China, India, Laos, Nepal,
1000 | April 2002 | Pakistan, Philippines, Sri
1085 | April 2007 | Lanka and Viet Nam

Total 11715

* World Agroforestry Centre.
* International Rice Research Institute/InternabMaize and Wheat Improvement Centre.
*kk International Centre for Integrated Mountain @dopment.

B. Portfolio Performance Assessment: Relevance, Efftiveness and Efficiency
Relevance

108. The Pakistan programme is aligned with countrytsgya objectives. It addresses many of the
agricultural priorities set out in the Governmentaious development and other plans referred to in
Chapter 2. This includes working barani and mountainous areas; addressing livestock fodder
feed deficiencies and improving genetic composjt@rsuring balanced area development; improving
the economic circumstances of women; and buildipghuman capital for long-term, self-reliant
growth. As such, the programme addresses key dgaleto poverty reduction and the needs of the
poor, which are within IFAD’s mandate, other thanssibly, having a greater focus on training the
landless and other poor people for entry into evaht employment market. As mentioned in Chapter
3, the programme is also closely aligned to IFABsporate strategies and its regional strategy for
Asia and the Pacific.

109. At the project level, rural development projectgémote regions and the innovation-targeting
MIOP have the potential to position IFAD as infltiahin policy dialogue and other matters relating
to rural development in remote areas, and in intewyamicrofinance initiatives. Most of the projects
followed a consistent logic and leveraged off a pamative advantage. While the relevance is high,
IFAD'’s capacity to follow up and leverage off thimsitioning is weak, given the limited staff
resources provided for the Pakistan programme.
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110. Relevance is particularly high with regard to bérefies. Potential relevance can be gauged
from the World Bank’s evaluation of AKR&Pwhich reported that, from the people’s perspegtive
AKRSP was seen as the most competent development amgthe northern areas and Chitral. By the
time of the World Bank evaluation, AKRSP had beeawrking in the northern areas for 19 years.
IFAD’s rural development projects are of much skioduration but are equally well aligned to the
needs of vulnerable groups. Generally speakingDIpAojects still have considerable support from
the beneficiaries, support that would be so muduatgr were the duration of the projects to be
extended.

111. Other aspects of the country programme were weagrins of relevance. Earlier TAGs were
ad hoc, and were not integrated into the ongoingmme although the two most recent grants are
preparing the ground for future initiatives. The4mentification of grants in the COSOP for those
areas where grant funding is required (e.g. poliiglogue, agriculture research, knowledge
management) would improve the relevance of TAGthéocountry strategic objectives. In addition,
the government involvement in design and implemtantaof grants should be clearly articulated in
the COSOP.

112. With regard taargeting, the CPE found no evidence to suggest that rigotanggting criteria
are applied by PMUs, though efforts were made @jmoMTRs and follow-up missions for BVDP,
DASP and NADP to sharpen the focus on targetingalteanking exercises were conducted, but
often in a very superficial way, e.g. in BVDP andVRP BADP, and the results were not
subsequently used for targeting. Furthermore theare a shortage of transportation for the projects’
staff, who were concerned to achieve project targetterms of quantity rather than quality.
Consequently, they selected villages that weretootfar away and had demonstrated an early
disposition to participate in the project. In REAQHe need for seismic-proof houses has resulted in
construction costs in excess of allocations, whilidcriminates increasingly against the poorer
households and even more so against women-headedtwds that have to employ labour to do the
construction work.

113. Including a whole village versus targeting only {@r also had benefits, e.g. in DASP, by
fostering social acceptability in a very challenggisocial context. Self-targeting was effective in
accessing the very poor, where groups tended tlggwnefits to the poor and poorest first, and where
the benefits that the project was offering wersmall as to be of little interest to the better-&bme
projects did try to restrict multiple access tojecb benefits, albeit not always effectively, as fo
example, inNADP, where UNDP allowed entire households to bexomembers of village
organizations (VOs) in order to boost membershipioers.

114. The CPE also found evidence that the ‘very poat’ it join village groups because of their
unwillingness to participate in public meetings.eyhwere unable to contribute savings to thrift
groups; had no time to participate in training lseaof the high opportunity costs they would have t
meet; and lacked the confidence to borrow money fsources other than the ones they were locked
into. The landless were excluded from most of gécaltural components, other than livestock. Even
with livestock, there was a tendency to providedhés to households with experience of livestock,
which meant that the better-off also benefited ftbese outputs.

115. Another constraint on targeting were the seriodaydein conducting, or failure to conduct,
baseline studies. Without good data about a pdpalait is very difficult to target effectively. FFo
example, a baseline survey was conducted three wdtmr the start up of the SBADP and DASP,
after five years in the case of Pat Feeder and y&aks in the case of MVSP, and was not conducted
at all in the NJVCDP and NADP.

*  World Bank. The Next Ascent — An Evaluation of thga Khan Rural Support Programme, Pakistan,

Washington, D.C., 2002, p. 6.
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116. Owverall, the portfolio is rated aatisfactory (4.6) with regard to relevance.
Effectiveness

117. All projects established realistic objectives witgard to outputs, but measurable objectives
were not set for outcomes. Projects were geneedfi§ctive in meeting, and often exceeding, output
targets. Agricultural production increased quitardatically in many projects. Livestock numbers
also increasedfor example, in Pat Feeder, livestock increasedabyestimated 18 per cent), but
monitoring and evaluations (M&E) systems were ofieable to make accurate reports of the extent
of the increase. Incomes increased, but oftensatech as hoped. The M&E systems did not make it
possible to report accurately on food security iotpabut a number of factors, such as crop and
livestock diversification, microfinance for micrderprises and vocational training of the poor into
new trades, undoubtedly contributed to improvingdf@ecurity. Targets for infrastructure were also
generally met, but there were serious concernstaheuquality of public infrastructure provided,
particularly from the DASP evaluation.

118. Projects were effective in social mobilization, i@eing or even exceeding their objectives,
with approximately 8 700 VOs and 4 450 WOs esthblis in nine projects. Having reached
approximately 350 000 households (or 2.4 milliomifg members) in some of the most remote and
most conservative parts of the country can be destras one of the great achievements of the
programme, even though in some cases sustainaigiligfill a matter of concern (see section on
sustainability). Projects were also effective ipmorting the creation of rural microenterpriseseftv
though it is difficult to establish any figure frothe M&E systems and completion reports,
undoubtedly there have been some success storieex@mple of one is given in Box 1). The
NJVCDP and DASP interventions were particularlycassful in training people in trades in short
supply in the valleys. All those trained are repdrto be in employment, many having established
their own microenterprises.

119. Gender was sometimes addressed rather clumsily @@ consequence, was particularly
compromised in the SFATADP and NADP and, to a aer&xtent, in DASP. Overall, however,
projects contributed markedly to improving condigdor women, as discussed in more detail later in
this chapter [gender and development (GAD)].

Box 1. Mrs. Ayesha’s nursery
In the DASP in 2000, a WO member, Mrs. Ayesha, waimed by the Forestry Department to produce
seedlings. She established herself as a smallpgisterspecializing in eucalyptus and pine, and2002,
earned PKR 8 000 from 4 000 seedlings. Over th¢ mex years, her production increased and she darne
PKR 50 000 rupees and PKR 80 000, respectively. fibeey was sufficient for her to support her son to
find work in Dubai. There, after observing how Dubarseries used netting to shade their plantscueglot
some for his mother. She now shades all her segdlin the current year, her production has ine@ads
50 000 plants, 40 per cent of which she sold infitls¢ six months of the year. The Forestry Departiris
her major customer, and local villagers also pusetfeom her

120. IFAD-supported projects also contributed to brimgiumproductive land into production, and
additional land was irrigated under the DASP (730, NADP (4 009 ha), SBADP (6 120 ha.) and
NJVCDP. How that land was owned is not explaineth@xcompletion reports. Some of it might have
benefited the poor, particularly in DASP, NADP axdVvCDP, but it is doubtful it would have had
any impact on the landless.

121. The objective of introducing effective decentradizgovernance was not achieved. Pakistan
introduced a less centralized form of governmerdugh the Local Governance Ordinance of 2001.
Donor programmes are helping to develop capaciiy,IBAD is not involved in these efforts. The
Fund'’s innovative initiative to develop apex COghtihave linked up to the district thsil level of
government but has not yet done so. There is #ttldence of any change in IFAD project areas with
regard to decentralized institutional reforms vi@bus on agricultural and rural development.
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122. As far as access to financial services is concerhgdand large the amount of rural credit
available has increased thanks to the country progre. IFAD-assisted projects, like most others
engaged in rural finance, have been also extrefiediple in lending for various purposes. Typically
loans of PKR 5 000-10 000 are available for agtisal inputs, poultry and small assets (e.g. sewing
machines). Larger loans in the range of PKR 102D000 are used for purchases of livestock,
transport and investment in enterprises (e.g. mgld store, improving a barber shop, etc.). Howeve
like other donors and the Government, IFAD has atsoggled to increase outreach and deal with
sustainability issues. This is most evident in IFA8sisted projects in Balochistan and the NWFP. It
cannot be said that this has been a successfghgtrin most cases, but there is at least one ssicce
story in the making. That is the BVDP, where thev&ament has agreed that NRSP should retain the
revolving fund at project completion and extendddre beneficiaries on a continuing basis.

123. IFAD has adopted a conservative approach, condgmgranly on credit lines and ignoring
other financial services such as saving accourtsreurance, for example. The more recent projects,
MIOP and PRISM, aim to overcome this by promotingider range of innovative financial services.
IFAD has been less than nimble, however, in keegage with rapid changes in the national
environments for rural finance during 2000-2005. &ample, it was only in 2005, six years after the
World Bank that IFAD started assisting PPAF, thigdat wholesaler of microfinance in the country.

124. Overall IFAD has met with more failures than susessin its involvement in rural finance in
Pakistan. Some of the projects managed to excegetsabut these gains cannot outweigh the loss in
numbers and objectives associated with the viibahdonment of the credit component in several
projects and of one credit-only project (SWCRP).wedwer, the lack of performance of badly-
managed government-owned banks and NGOs engagd&8ALy for credit delivery is more a
reflection of the state of rural finance in the otvy than of an IFAD failure.

125. As a general rule, research was poorly conductestifficient attention having been given to
documenting trials. ICARDA’s work in BVDP was a abte exception (see Box 2).

Box 2. Exemplary research providing market-baseddutions to local problems
ICARDA located three integrated research sites iwithroject villages to enable researchers from five
research institutes to work closely with commusiti€Collaboration enabled researchers to address
problems experienced by the communities. Low migtdywas just one of the problems. Trials introdhgc
urea molasses blocks and mixed feed led to sigmfitmprovement in milk yields. Mixed feed proved
cheaper than the cotton seed cake traditionallg.uS@/o private suppliers now produce the mixed feed
locally, and distribute it through ten local ouslet

126. The CPE of 1995 identified a number of weaknesded impinged on programme
effectiveness. Of the ten issues listed, seveniradagrominent in post-1995 projects. Time overruns
are commonplace; targeting remains unscientificthwlittle attention to generating gender-
disaggregated data; social organization activittese often launched without sufficient attention to
planning and sustainability; environmental issueseanot a focus of designs, especially in relation
roads; little attention was paid to the relatiopshétween projects and nutrition, exacerbated by th
tardiness of baseline surveys; agencies tendedp¢oate independently of each other with their
project inputs; and the quality of project manageas not always satisfactory, few of them having
any prior experience.

127. Overall, the effectiveness of the portfolio warsaaimoderately satisfactory(4.2) rating.
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Efficiency

128. Projected per capita coStwaried significantly between projects, from a highUS$350 for
SFATADP and DASP to lows of US$103 for SBADP and$U@7 for BVDP®. These can be
comparedwith AKRSP, which achieved a per capita cost of Ussover a 17-year period (US$64
over a§7five-year period) and World Bank’s NortheResources Management Project cost of
US$109".

129. In infrastructure, the most cost-effective intemvaems were when communities were involved;
infrastructure works contracted by government lgencies incurred higher costs. For example, in
the village of Kander Kalas in the Jhelum Valley2.& km link road was constructed as a community
infrastructure project in 1999. It cost PKR 775 0@@h a community contribution of PKR 175 000.
The road was damaged in the 2005 earthquake. THei€BJK reconstructed 1.75 km of the road
under contract with the Public Works DepartmentR&R1 980 000 (adjusted for inflation). The per
kilometre cost was nearly three times greater thanoriginal work, only part of the additional cost
being explained by differences in specificatiomsBuner Das in the NADP, with project assistance,
the local community built an irrigation scheme tikatisfied their requirements for PKR 350 000,
even though it was budgeted at an estimated PKRIltbrm In the DASP, the comparative per
kilometre cost of roads was slightly less than lo&lthat in the Murree Hills and AJK, although the
guality was poorer.

130. Projected economic internal rates of return (EIR&)ed, with particularly low ones of 8.4 per
cent for Pat Feeder and 10 per cent for CDP in AiKers ranged between 15 per cent and 20 per
cent. There are few post-completion EIRRs to agsidetermining how efficient projects were in this
regard. Moreover, difficulties associated with deti@ing the monetary value of benefits related to
social components must be recognized. ComparedtigtitIRRs calculated at completion, EIRRs at
project approval tend to be quite optimistic. Thesence of further attempts to calculate EIRRs in
project completion reports (PCRs) reflects the gezamportance that both the Government and Pl
attach to accountability.

131. Four projects considered EIRRs at completion. TRBASP®® calculated an actual EIRR of 4.1
per cent, well below the projected 16-24 per ceming to a significant reduction in the number of
project beneficiaries. In Pat Feelethe final EIRR is expected to be lower than 84 gent because
investments took about three years longer thannpldnwith a consequent lag in benefits; the area
covered by watercourses was barely half that pldnaeabout 70 per cent, farm income increments
were lower than the up-to-200 per cent incremesssiraed in the appraisal report; and the cropping
intensity increment may be a little higher thanuassd at appraisal but not enough to outweigh the
other negative shifts. The EIRR of 19 per cent XWFP BADP® excluded 50 per cent of the
community development costs, all the credit linsts@and 25 per cent of the management costs, on
the questionable grounds that the benefits werguantifiable. The PCR for MVSPestablished an

®  The cost was calculated crudely by dividing thejgrted overall project cost by the number of teede

beneficiaries. Where households only were mentipitetas assumed that the average household cedws$t
six persons, which probably errs on the low side.

*  The Community Development Project in AJK seemise@n anomaly and is assumed to be overoptimistic

about the number of beneficiaries it will access.

> World Bank. The Next Ascent — An Evaluation of tAga Khan Rural Support Program, Pakistan,

Washington, D.C., 2002, p. 51.
8 AsDB, Project Performance Audit Report on the ®ecBarani Area Development Project in Pakistan,
August 2002, p. 15.

* |ITAD. Country Working Paper — Pakistan, Septen#t@g4, pp. 20-21.

8 |ITAD. Country Working Paper — Pakistan, Septen#@f4, p. 33.

®  IFAD. Mansehra Village Support Project, CompletiReview Report, February 2002, p. 17.
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EIRR of 17.9 per cent, commenting that it was gdigantly lower than the appraisal estimate owing
to the smaller group size (25-30 members) than &éméicipated at project design (100), and the
allocation of one infrastructure project per grangtead of the ‘up-to-three’ envisaged at appraisal

132. The averagdime lapsebetween loan approval and loan effectiveness Waa rhonths with a
median of nine months. This was an improvementhenperformance of the eight earlier projects,
which had a mean of 14.1 months and a median @20t also compares favourably with the
regional average of 11.4 months reported in EVERESAd with the IFAD average of 14.5 months
reported in the same document. It does not, howemnpare well with World Bank and African
Development Bank experience of 8.2 and 8.4 moméispectively, described in the IEE refbrThe
time taken to prepare PC%ss still a major cause of delays in project effemness, an issue raised
by the 1995 CPE and still not addressed satisfiactdrhere seems to be no reason why a PC-1
should not be included as part of loan documentagimvided to IFAD’s Executive Board. The
MVSP, with a time lapse of four months to approish benchmark that should be set.

133. While, on averagetime overruns have been reduced, every project has experierd. t
These have averaged more than two years and tigasivedy impact on actual EIRRs. There seems
to be a not uncommon cycle that at least partljaixp the overruns. Projects experience delays in
mobilization because of difficulties in establighiPMUs, and particularly in recruiting heads of
PMU. Baseline surveys are not immediately performwelgich means it is not possible to measure
impacts efficiently. PMUs experience frequent staffinover and there are periods when positions
remain vacant (e.g. in Mansehra, the monitoringnenust resigned in 1999 and was not replaced);
there have been six project directors on the NADB there are still 25 staff vacancies because
central government refuses to give its ‘no objettio the establishment levels proposed. By thetim
of the mid-term review, a project is beginning tirga momentum that gathers pace after the review.
The IEF® was particularly critical of delays, commentingdg: is claimed by some that project delays
are difficult to predict. The evidence suggestsdpposite. The length of time taken for activities
largely predictable and is usually much longer tisaapparent from a hasty superficial aggregated
last minute guess at appraisal’.

134. Few initiatives appear to have been taken to impravanagement and implementation
efficiency, despite a number of projects in the adiald. For example, given the inefficiency of
PMUs, it would be simple to prepare a computerizedtiel simulating project implementation and
then base a training programme on it for each neld PPresent experience is that each PMU has to
learn much about implementation and is forced t@lbg systems from scratch. The Programme for
Electronic Networking for Rural Asia and Pacificofercts (ENRAP) (see paragraph 218) has an
important potential to contribute to building PMUerformance as a platform to offer training and
knowledge exchange.

135. Notwithstanding the above, as a general rule, pt@ests were comparatively low for outputs
based on comparisons with similar government expares, and it is doubtful that they would be
higher than other comparators like the AsDB. Oriagtithat cofinancing with supervision being
outsourced to the cofinancier demonstrates is ¢tta¢r MDBs are no more efficient than IFAD.
Consequently, efficiency is rated m®derately satisfactory (3.8).

2 MIOP had an elapsed time of 9 months; REACH ofohths.
8 OE. EVEREST - Pakistan Country Working Paper, Gatyr 2006, p. 22.

® ITAD, Independent External Evaluation of IFAD — &irReport, May 2005, p. I1-46.

8  pC-1 is the official government document for beidglocation used by project directors for impletagion.

The flexibility required for the implementation sfome projects is curtailed by perception of thelPig PMU
heads as being written in stone. It would assistyeyproject if the Government were to produce auduent
stating the degree of flexibility a PC-1 possesses.

% ITAD. Country Working Paper — Pakistan, Septent@f4, p. 46.
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Table 10. Selected Efficiency Indicators

Loan Elapsed Planned Ac_tual/ Over- | Projected Projected
Loan . . . Projected ;
Effective- Time Completion run per capitg EIRR
Approval Complet-
ness months Date ; months cost per cent
ion Date
Second Barani 19Apr90 18Feb9 100 | 30June98 31Decd 6 103 12‘1'%'
Smallholder/ 14.0
Women'’s Credit 2 Oct 90 19 June 92 205 30 June 96 Cancelle 65‘ 0_
Neelum and 4Sept9l | 5June92 9.0 | 30June99 30Jun0{ 60 139 12.0
Jhelum Valleys
Mansehra Village 3 Dec 92 26 Mar 9 4.0 31 Dec 00 30 Jun 01 6 198 26.0
Pat Feeder 19 Apr 94 2Feb93 95 31 Dec01| 31Dec03 24 233 8.4
Dir Area Support 11 Sept 96 15 Apr 9 7.0 30Sept04 31Dec0§ 51 350 15.0
Northern Areas 11 Sept 97 11 Sept 12.0 31 Dec 05 31 Dec0f 24 251 14.2
Barani Village 3 Dec 98 1Sept99 9.0 31 Dec05 31DecO0q 24 107 114
Southern FATA 7 Dec 00 24 July 0] 19.5 31 Mar 09 - 350 24.8
NWFP Barani 26 Apr 01 9 May 03| 24.0 31 Dec 09 - 245 19.0
Community AJK 18 Dec 03 2Sept04 8.5 31 Mar 12 - 36 10.0
MI&OP 13 Dec 05 1 Sept 06 8.5 31 Mar 12 - -
REACH 20 Apr 06 1 Aug 06 4.0 31 Mar 10 - -
Average 11.2 27.9

Sources: A Strategic Review of the IFAD ProgrammBakistan, Reports and Recommendations to the Pngside

C. Rural Poverty Reduction Impact

136. The impact survéy conducted in two projects (BDVP and NWFP BADP) rped up
significant differences in favour of beneficiarigs opposed to control groups) in terms of theisee
of well-being in relation to the village as a wholi#eracy and distance from pakka road.
Differences favouring beneficiaries were also foimdistress indicators, as evidenced by liquidatio
of assets (land, cattle, savings and jewelleryfoaigh the impacts identified were limited in range
majority of the beneficiaries had not attributed denefits to the project in 53 out of 63 impact
indicators for the BVDP, and in 39 out of 63 forettNWFP BADP. In addition, beneficiary
perceptions of factors such as social capital andogverment were highly appreciative, while those
concerning the indicators for goods and servicestlfe household were generally feeble or non-
existent. Moreover, taken together, projects foduse the better-off communities or households in
their project areas. NWFP BADP, which received sigant cofinancing from AsDB and supported a
broader range of interventions than BVDP (includingds and social sector interventions), comes
out ahead of BVDP in most impact indicators.

137. The findings of the survey suggest that estimafesnpact for the two projects, obtained
through missions, PCRs and previous evaluationghttiave overstated the range and extent of
project impacts. In addition, given the differencdsserved between the two projects, the survey
suggests that some interventions (e.g. agricultveabarch and extension) would not generate
significant impacts without interventions in othaeas (e.g. input supply, marketing and roads) and
that there is a symbiotic interplay between socaglital and interventions that directly impact well
being through goods and services.

138. The following paragraphs summarize the evaluatiogirigs on rural poverty reduction impact
for each of the impact domains identified by IFAR&luation methodology.

67 A summary of the impact survey can be found ipémix 7.
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Physical Assets

139. The impact survey found that 20-30 per cent of BVilt#Peficiaries reported increases in
livestock, savings and jewellery. BVDP also constied a large number of good—quality mini-dams,
ponds, irrigation facilities, wells, shallow tubeslig and lift irrigation schemes, meeting all &sgets.

Link roads to improve access to markets and villagter supplies also met targets. Some 20 per cent
of households in BVDP extended their houses ange27cent improved them, although the impact
study found no evidence to suggest that these wepments could be attributed solely to the project.
In DASP, seed production and irrigation schemesveérgood quality, but livestock numbers were
less than expected and road construction was dittidwquality. In REACH, despite good results in
house reconstruction, 22 per cent of dwellings miid conform to anti-seismic requirements. An
effective approach to sustainable seed producsigiven in Box 3.

Water pump for accessing drinking
water.

Barani Area Development Project.
Abbotabad District, North West
Frontier Province.

Source:Dawood Ghani

Box 3. Seed Improvement in Mansehra
A significant impact across a number of projects waproved seed, both of minor crops like pulses an
vegetables, and of major crops like rice, wheat imadize. The introduction of a seed quality consod
marketing system for certified seed in the MVDPanmaged further uptake and significantly increatsed
income of farmers producing it. The 60-70 per ogptake of improved seed resulted in a productivity
increase of at least 30 per cent.

Financial Assets

140. The results of the impact study show that 51 pat oEBVDP beneficiaries and 76 per cent of
those of NWFP BADP reported income increases. Hewe control group not associated with the
project also reported income increases for the spemmd, which questions the extent to which
BVDP beneficiaries’ income increases can be atieidbtio the project. The PKR 20 000-50 000 target
set for women in the DASP intervention was achietgdan estimated 1 000 of all households
targeted. For women who received improved pouhrgugh the NADP, monthly income increases of
PKR 1 800 are reported, which places them at theerd@nd of the target for DASP. It is estimated
that annual household income increases claimeNJWICDP (from PKR 56 673 to PKR 138 019) are
capable of lifting a six-member household out ofgrty. If one could be sure that household income
disparities were not large at the beginning of ggmt and that the benefits were distributed evenly
there would be a strong case for this figure beswglence of poverty reduction. Observations
supported by the impact survey, however, suggdbgidthe major beneficiaries were the wealthier,
land—owning households that were able to save.vEhg poor are likely to have been affected very
little by the projects.
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141. Cash flows have increased in a number of projedtswing the introduction of new crops and
fruit trees and the marketability of the crops #sito improved transportation. Out-of-season crops
from Northern Areas and Neelum and Jhelum madgrafisiant contribution in this regarth DASP

real income increases from wheat, maize and paduwated to 64 per cent, 68 per cent and 51 per
cent, respectively. Women have benefited from tlowipion of livestock, with anecdotal evidence of
good impacts from milk and egg production and fribrastock generally. In BVDP, for example,

9 608 loans have been provided to women for liveksend enterprise development. The NJVCDP
reported a doubling of household incomes, but dit factor in the significant remittance flows
coming into the area from migrant workers.

142. Access to microfinance has been poor, mainly fasoaes having to do with the operating
environment, such as administrative control of iratastitutions, limited availability of reliable
microfinance providers and a populist belief in @idlzed credit. The CPE estimates that ongoing
IFAD-assisted projects are currently reaching 40-B0 000 microfinance borrowers in the country.
This may be a large number in its own right, busitertainly much less than the approximately
240 000 target beneficiaries reported in the resulanagement framework for Pakistan dated June
2007.

Human Assets

143. There were two major contributors to human assétse first were the community
infrastructure projects, many having introducedapte water to communities, which benefited not
only general health profiles but also women, whoensaved a number of hours each day drawing
water from the nearest source. For example, amatdd 50 per cent of villages in NJVCDP
benefited from improved water provision. In the ampsurvey, 40-45 per cent of beneficiaries in
BVDP and 40-60 per cent in NWFP BADP reported improents in health and education as a result
of the projects. Mini-hydels also produced very agheelectricity; this provided many benefits,
including the fact that children were able to studthe evening.

144. The second were the non-farm income-generationrgnages in some projects, i.e. NJVCDP,
NWFP BADP, DASP and BVDP. The first three were joatarly successful in providing a few
people with marketable skills in employment. In BR'@nd NWFP BADP, 41 per cent and 51 per
cent, respectively, of beneficiaries reported pasiproject impacts on skills and crafts. In DASP,
many of the trainees found work in enterprise €rssisuch as furniture and knife-making, poultry
rearing, welding, automotive repair and light ermginng. As non-farm incomes constitute such a
large part of rural incomes, these kinds of agésitvere highly valued in projects.

Social Capital and People’s Empowerment

145. Social mobilization was a major strength of thegoamnme (also highlighted by the PI self-
evaluation), with communities increasingly becomitiiyers of development priorities in their areas.
Projects approved after the SBADP successfullybisteed VOs although their sustainability was
often weak (see Section D later in this chaptespeeially those established in the latter yearthef
projects. In the six projects approved between 1894 1998, some 5 036 VOs were established
compared with project targets of 3 100; and 2 63@s\Wvere established compared with targets of
1 890. In total, assuming there were 26 househmtdd/O and that members of WOs were from the
same households as VOs, at least 225 000 householdd have been involved.

146. The impact survey found that BVDP and NWFP BADP had a positive impact in terms of
community decision-making, with more people belgvihey were able to participate effectively in
village affairs and in village dealings with goverent agencies. Three projects experienced
opposition to certain approaches adopted for tiwveldpment of women, particularly in SFATADP.

In the other two, DASP and NADP, the initial oppmsi waned and there has been some progress.
Women now assert themselves sufficiently with timeén—folk to ensure that projects continue their
work in this regard.
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Food Security

147. Despite being one of the COSOP’s main directiongepts did not give much attention to food
security. On the principle that what matters ge¢ssared, food security was not carefully monitored
as an indicator. The impact survey found no steéistifference between beneficiaries and control
groups in BVDP, a possible explanation being thatdoncentration on extension was not supported
by improved input supply and marketing.

148. Because M&E systems collected no information onsdig is difficult to present other than
anecdotal evidence to substantiate an assessménpadt in this domain. There is no information
about live birth weights, or malnutrition and othedicators of poor diets in the districts where
projects were implemented. Three changes produaefidence that food security and nutrition had
been improved to some extent by projects. Agricaltproduction increased in all projects but many
of the beneficiaries were the non-poor. In manyjqgmts, production was diversified from a reliance
on grains to horticultural products and the intrctéhn of fruit, especially apples, some species of
which have a reasonably long shelf-life. Finallypguction of milk and eggs increased significantly
in almost all projects. Livestock may be very impot to food security because there is strong
anecdotal evidence that, after the earthquake,eholds in AJK ate or sold livestock to help them
survive the first winter.

Agricultural Productivity

149. In Pat Feeder, there were production overall irsgeaof approximately 300 per cent in the
summer season and 800 per cent in the winter se&sdDASP, there were overall increases of
70 000 tons of wheat, maize, paddy and barley mtomtuin 2005 compared with the targeted 10 100
tons. The impact survey of BVDP and NWFP BADP pdeg additional support regarding the impact
on agricultural productivity in its finding that ffer cent of beneficiaries in BVDP and 80 per dent
NWFP BADP considered that the projects had hadstasable, satisfactory impact on agricultural
incomes.

150. Despite the above, a major shortcoming in ongoimgjepts is the inability to assess
agricultural productivity impact. While there isvary full reporting of activities, this is not alys
translated into information about impact: for exéanphere was a lack of data on seedling survival,
successful live births from artificial inseminatjonptake of improved techniques, and seed from
demonstration plots. This seems to have delayed thet identification of causal factors for slow or
ineffective implementation and of improved implenaion — for example, low pregnancy rates due
to poor quality Al and ineffectual disseminationrfr demonstration plots. With the increased size of
projects (NWFP BADP) and the addition of more comgrds (NADP and BVDP), less emphasis has
been placed on agricultural components and conséguthere is a reduced level of technical
support. Improved seed varieties (see Box 3, p&jendve also contributed greatly to productivity
increases.

Natural Resource Base

151. While it cannot be said that the programme hasngsgarce attention to the environment, what
must be said is that it has been unsystematic. Wittountry programme establishing a niche in
remote, often mountainous, places, environmentleis assume a greater significance. This is
because such areas are often in the upper reathegaysheds in country with steep, once heavily
forested slopes, and consequently require carefmagement. Project designs for the CDP in AJK,
NADP, DASP, MVSP and NWFP BADP paid no systematierdion to environmental issues other

than to prescribe seedling planting activities amgroved livestock management. There was an
absence of information in project documentation uhbavhere and how the environment was

particularly at risk. The environmental issue wasuight into stark relief by the 2005 earthquake,

when landslides were a major phenomenon partlyrasudt of reduced forest cover.
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Post 2005 earthquake erosion along the
Jhelum River, in Muzaffarabad District, Azad
Jammu and Kashmir.

Source: Michael Heppell

152. Projects made a mixed contribution to improving tfzural resource base of communities.
DASP was satisfactory because planting targets veseded. Similarly, BVDP was judged
satisfactory mainly because 5 663 acres of land Wweing protected or rehabilitated thanks to sall
conservation works. The impact survey found thatp28 cent of project beneficiaries attributed
improved solil to the project. While there was cdesable tree planting under the DASP, NJVCDP,
NWFP BADP and NADP interventions, it does not appmahave been entirely effective. With
significant grazing on slopes, unprotected seedlang@ at significant risk. Official estimates inkAJ

for example, gave a failure rate of 50 per centplanted seedlings, but it has been suggested that
losses could be even greater in many cases. Tres@avevidence of replanting where seedlings had
failed. The earthquake provided a major reasorgiing careful consideration to the possibility of
providing additional funding for reforestation, libis was not taken up.

153. Even though projects are assessed for environméntsct prior to approval, there is no
requirement that infrastructure constructed by quiy should be subjected to environmental
assessments. An opportunity has been missed toueym villages and agencies to prepare
environmental impact assessments so that adverpacim are identified and avoided. Such
assessments might also have the benefit of makilagers more environmentally conscious.

Institutions, Policies and Regulatory Framework

154. The IFAD Strategic Framework 2007-2010 includes iastitutional framework for the
achievement of MDGs. It calls for the developmdnpaverty reduction strategies and sector policies
responding to the needs of the rural poor; devessyiraf efficient government organizations focusing
on poor rural people; establishment of strong aagdions of rural poor; and for enhancing capacity
to develop and implement poverty reduction prograsurAll these are necessary conditions for
IFAD to achieve the objectives it set itself foetiwhole period covered by this evaluation.

155. Positive results can be reported in terms of thengimg attitudes and operational priorities of
agencies in terms of being more sensitive to coniyyomiorities and spending more time consulting
communities rather than just providing them withatviivas budgeted for. Service provision has
improved. In the Community Development Project iiKAlocal development plans are being used to
determine government priorities for providing seed to local communities and local community
organizations. A next step is for the governmermnages to agree a service charter with the locally
based organizations or Citizen Community Boards la@idg held accountable for maintaining the
agreed services at the agreed standards. There atswebeen moderate changes in government
institutional capacity, particularly in the prowsi of equipment to livestock agencies and research
institutes, stocking of nurseries and establishment cells of women extension officers.
Unfortunately, many of these changes are in thareatf throwing money after issues, because of
doubts that operational budgets will be sufficienkeep the equipment functioning effectively after
project closure and for employing women extensiificars on a permanent basis.
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156. Notwithstanding the above, by and large IFAD’s citmition to institutions, policies and the
regulatory framework was poor. Its contribution decentralization was essentially limited to
supporting, through its projects, the registrabdrCOs and village development committees (VDCSs)
as civil community boards (CCBs), which gives théegal status and enables them to access
resources from local governments. So far, more #¥hCOs/VDCs have already been registered as
CCBs and registration of another 900 is being Beed. The NRSP initiative (under BVDP) to issue
printed guidelines on the process of registrationd greparation of constitutions was greatly
appreciated by all concerned.

157. There was no evidence that IFAD had influenced siggificant policy change affecting rural
economies although issues might have been discas$t8IAS meetings, which the PI self-evaluation
regards as a main policy dialogue instrument. Tieshanism, however, does not lead to any formal
process by which governments agree to addressfisppolicy issues based on a submission by
IFAD.

158. Even though IFAD was influential in focusing attenton rural poverty in the early years of its
involvement in Pakistan, more recent policy infloerwas difficult to identify, as noted by the IEE.
Opportunities were missed: for example, REACH dathing to prepare state and provincial
governments and, equally importantly, distriefsiland village levels, for another natural disaster.

159. The programme has had a reasonable impact in inthogl MFIs (in some projects) into

project areas and giving them incentives to rentaéne through provision of a revolving credit line,
the continuation of which the Government usuallyeag to after project completion. By mobilizing
CBOs, projects have also provided a more efficrmethanism for MFIs to do business in rural
communities.

160. More recent projects have also introduced the pmmiidea of establishing clusters of CBOs
and of grouping clusters under apex organizati@us.far an estimated 44 clusters and six apex
organizations have been established. The challeages to decide on an ongoing purpose for these
organizations, sufficient for them to be able tomduthemselves and to remain relevant both to
communities and to women, who need better reprasentat all levels of government.

Access to Markets

161. Access to markets was not specifically targetedryproject and, by and large, little attention
was paid to developing markets to support initeginintroduced into projects. However, market
access has undoubtedly improved following the cansbn of roads, as noted in the PI self
evaluation. Also, vocational training and microfiica undoubtedly led to greater market activity for
beneficiaries, as did the introduction of high-walcrops in projects like the NADP and NJVCDP.
Consequently, improvements in ‘markets’ were maréhe nature of indirect project benefits than of
targeted benefits.

162. Overall the programme was ratednasderately satisfactory (4.2)for rural poverty reduction
impact. Pl also considers rural poverty impact aslenately satisfactory because projects attained
many of their goals and some of those of the cgustategy, although it would have been fairer to
say that projects met many of their output targets.

D. Sustainability

163. The following paragraphs assess the likelihoodustanability, taking into consideration key
sustainability dimensions for IFAD’s programme iakiztan.

164. Social sustainability. CBOs, including WOs, take longer to mature tHantypical seven-year

project cycle. Many commentators reported to thée GRat VOs need up to 15 years to reach
sufficient maturity to be sustainable, although @t good leadership will attain that level much
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sooner. Maturity is affected by large workloadsriear by social organizers, who in some cases are
responsible for well over 50 CBOs, which most cdesia reasonable level of responsibility. For
example, in BVDP, social organizers were respoadiit as many as 120 CBOs each, and could not
devote sufficient time to any of them.

165. The completion report for the SBADP stated “In andfeciary-driven rural development
project, the formation of CBOs must precede projetdrventions rather than follow them. In this
Project, formation of CBOs was delayed by about fgears”. The MVSP completion report states
that “During the last two years of the Project, 8&had Rural Support Programme (SRSP) embarked
on rapid expansion of the establishment of berafjodbrganizations, instead of devoting its time and
resources in the consolidation of existing orgaivms. During this period, it established an
additional number of 412 VOs over and above thed04ps organized in the preceding five years.”

166. The sustainability of small projects of physicalrastructure such as irrigation canals, roads
and bridges seems likely because in almost allscdmecommunities had a strong sense of ownership.
Rural communities have been actively involved ie itlentification of such projects and have built
them with their own hands. Moreover, maintenanamrodtees and small maintenance funds have
been established in most cases.

167. Economic and financial sustainability The activities promoted by the projects (e.g.roned
agricultural practices through ameliorated or newltroduced crops, acquisition of livestock,
establishment of microenterprises and vocationainitig) are expected to provide sustainable
economic and financial benefits to participants. tBa other hand, sustainability is threatened when
much of the purpose of CBOs evaporates with thepdetion of a project. Incentives like social
infrastructure projects cease, as sometimes deelit support. This happened in SFATA and NWFP
BADP, and in projects where the PMU assumed resipitihs for providing the lines of credit.
Consequently, CBOs cease to have a relevant putpagiéagers.

168. Public infrastructure projects are at risk becatise infrastructure outstrips government
capacity to maintain it effectively. Private nuiesr have been quite successful in a number of
projects, but not all have endured for want of retskSustainability of seed production is threadene
by a lack of linkage to the private sector. As saedds to be replaced every two-to-five years to
maintain quality, the improved seed is not sustaaanless there is an alternative seed processbr a
supplier to keep maintaining the quality.

169. As far as access to credit is concerned, theramsgjar issue of sustainability in the sense that
although progress is being made by a number ofgadtcluding some supported by IFAD, none of
the microfinance institutions focusing on ruraldinte has attained profitability.Consequently, ratu
credit is to continue to be provided, retailersuieg|subsidies. According to the PMN’s Performance
Indicators Report (PIR) for 2005 (PMN 2006), “thécrofinance sector in Pakistan has one of the
lowest profitability ratios globally” and is, thdoze, dependent on a high level of subsidies.

170. Institutional sustainability. None of the projects had exit strategies outlingngrocess for
handing them over to government. In IFAD’s programnthere is often a certain amount of
uncertainty about whether or not a project will éddended to a second phase. Both DASP and
NADP, for example, expressed an expectation tisscand phase would occur and that if it did not,
closure was likely to be abrupt. The MIOP and PRI&igns, however, have paid careful attention
to sustainability and exit strategies.

171. Technical sustainability. Stone structures to improve soil conservation radeubtful future
as they are stopgap measures likely to last upnioyéars, and are hostage to poor natural resource
management of upper catchment areas that havesnefited from project activities.

172. Overall the portfolio was rated asoderately unsatisfactory’ (3.4)for sustainability.
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E. Innovation, Replicability and Scaling Up

173. Innovation. IFAD sees innovation as perhaps the most promigsiag of distinguishing itself
from other IFls. In Pakistan, IFAD has been embddé@ad evolving gradually in the rural
development and institutions context of the couninige project approved in the early 1990s (MVSP)
contributed to the introduction of NGOs in projeesign and implementation for the first time in a
government-financed and managed project. This Wasfitst project for which the Government
accepted a loan liability on behalf of an NGO. A&énped out by the Pl self-evaluation, the succédssfu
implementation of MVSP with the joint efforts of adGO (Sarhad Rural Support Programme
(SRSP)) and nine government agencies, paved thefovagovernment acceptance of NGOs as
vehicles for social development in Pakistan.

174. IFAD has also introduced incremental changes in Wwy projects are designed and
implemented, such as: (i) the introduction of astadting system for COs in CDP, BVDP and DASP;
(i) engaging FAO to handle procurement and tedri@ining in CDP; and (iii) engaging ICARDA
in BVDP and generating agricultural technologiest tmight be useful in other projects operating in
semi-arid areas. Moreover, in MVSP, for the fiigtd, local women were trained as paravets and
subsequently became part of the regular staff efLikiestock Department. This opened up the way
for regular courses for women extension staff amwsv rmost projects, RSPs and government
programmes, make provision for women livestockeeifs. IFAD projects have also introduced new
agricultural products, primarily horticulture andif, supported by improved farming methods — the
employment of ICARDA in BVDP being the most produet The CDP introduced incentives to
support a demand-driven approach to provision gegament services.

175. IFAD’s boldest initiative in Pakistan was its insisce, through the SWRCP (approved in 1990
with the World Bank in the lead) to change the leggolicies of the ADBP in favour of women, the
landless and small farmers, including a pioneeinitgative that envisaged the use of social cofiate
However, this proved to be a completely unworkadotgposition: ADBP was recognized as a troubled
institution, and the project was abandoned aft&oudising only 7.6 per cent of its IFAD budget.

176. More recently, the MIOP — approved December 2008as designed to introduce new and
innovative credit products targeted at meetingrgéaning microfinance market. It may well prove to
be the most radical departure from IFAD’s histaryPiakistan inasmuch as the project is implemented
entirely outside the line department and officiahking set-up, and aims to encourage the PPAF and
its partners to introduce new financial productgthbof which are innovative directions. This isaals
the only project in which an emerging partnershifiti{ PPAF, NGOs and the World Bank) could
influence policy in the near term.

177. The regional strategy for Asia and the Pacific @agihat prevailed for much of the period
covered by the evaluation (1990-2007) was aimedisatg TAGs for promoting technical and
institutional innovations during project implemeitta, on the assumption that loan-funded projects
were well-placed to test and disseminate innovatiém Pakistan, however, the following obstacles
have hampered effective implementation of the etpat (i) government may be hesitant to allow
experimentation of untested ideas in projects fiednby loans; (ii) funds for developing and testing
innovations are very limited in Pakistan; (iii) thew TAGs that cover Pakistan have no links to
projects and potential partners for replicationtiiwthe possible exception of involving ICARDA in
BVDP); and (iv) IFAD’s implementing partners areaphers and implementers, rather than
innovators, for whom, understandably, concentratingheir designated roles takes precedence over
innovation. No systematic approach to innovatiod @&s documentation, analysis and dissemination
is taken during project cycles.

178. Replicability and scaling up. With regard to replication by the larger IFls, NWBADP

(cofinanced by AsDB) plans to replicate five of ttezhnologies that ICARDA and BVDP have
brought from the adaptive research phase into teeldpment programme. On the basis of
transforming a tried model so that it can be accodated to government planning and service
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delivery, the country programme would score welhefie is potential for replication and for
persuading governments to follow IFAD’s exampleenurrent development programmes. However,
much more needs to be done to incorporate the meffisttively into provincial and state-level
budget and development planning, and service dglindoreover, the limited cofinancing generated
by IFAD (see Para 99 and 100) also has implicatmnds replication and upscaling potential in the
country. Apart from the AsDB and the World Bankieydial cofinancing partners include the Islamic
Development Bank, international NGOs, bilateral aign and UN organizations such as e.g. FAO,
WFP, WHO, UNESCO, UNICEF. By and large, so fardtrengest element oéplication evident in
Pakistan is that of IFAD replicating its own worktlvsome changes, including those reflecting the
evolving context.

179. The overall portfolio has been ratedoderately satisfactory (4),the same rating given by the
Pl self-evaluation.

F. Gender

180. Gender is an important aspect of the country pnogne in Pakistan. Is also presents great
difficulties as many areas of the country have eemthed cultures of varying degrees of male
dominance. Moreover, the absence of gender-disggtpe data poses a challenge to evaluating
project impacts on gender. IFAD has responded égetlchallenges by appointing a local gender
consultant to strengthen IFAD’s capacity and presen relation to gender issues in Pakistan.

Women organization in the village
of Kalpana, Azad Jammu and
Kashmir.

Source: Michael Heppell

181. Overall, projects have made an important contridsutty having developed gender activities
where hitherto there were none. This particulagplas to the NADP, DASP and SFATADP, all of
which came up against strong opposition becausisegbrominence of GAD activities and mistrust of
the objectives of NGOs employed by the projectsm&fo in DASP were reported to have been shot
at as they went to WO meetings. Project vehiclegweachine-gunned and PMU offices blown up in
the NADP. One local woman working for the SFATAD#®jpct was in a vehicle that was fired upon
and crashed, and she was hospitalized. She wasiesuiffy frightened to migrate to Punjab with her
family. If IFAD wishes to continue targeting themete areas of Pakistan, it will need to bear indnin
that giving too much importance to gender issudikédy to be self-defeating. Subtlety is required,
and it does produce results.

182. The most significant achievements of the prograrhenge been to: (i) provide women with an

organized forum for collective dialogue and actidify empower them through knowledge and
information about their status, roles and poten(ia) give many of them a collective voice thash
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the potential to find its way to decision-makingppesses that they had been previously excluded
from; (iv) give them a vision about what they cdfaia; and (v) provide them with mechanisms such
as microfinance to attain that vision. The impactway, for example, found that many more women
than men appreciated the project’s impact on irsingethe Government’s responsiveness to women'’s
problems, increasing the community’s responsivetesgomen and the poor, and establishing links
to NGOs and the private sector. However, the vanyliteracy levels of women in such communities
should be borne in mind. Women’s empowerment withattention either to their education or to the
education of coming generations is likely to giieeto concern for a consideration length of time.

G. Operational Performance of IFAD and Its Partners
IFAD

183. In addition to financing loans, IFAD prepares potge (identification, formulation and
appraisal), monitors disbursements, organizes emu-treviews or other support missions, and
prepares PCRs. Its past performance in Pakistarbéas criticized by two recent corporate-level
evaluations (IEE and EVEREST) in terms of its g vis-a-vis the Government and donor
stakeholders, and weak supervision. In additioncems have been raised about limited participation
of some government counterparts in Islamabad (@lgnning Commission, Ministry of Food,
Agriculture and Livestock) in project design. Thgsimportant in order to avoid overlaps with on
similar on going or recently completed projectsamy governmental or non governmental agency. In
the last two-to-three years, however, IFAD has madeonsiderable effort to overcome such
shortcomings.

184. During the period covered by this evaluation, theege three different CPMs for Pakistan. In
2004, and not before time, the CPM was changedttdadhas revitalized IFAD’s relations with, and
operations in, the country. A new CPM responsiblelg for Pakistan was appointed as of January
2008.

185. IFAD has been assisted in Pakistan by the estaidiahof a proxy country presence in 2005,
with experts appointed to two field positions. Ténés wide recognition that the country presence has
markedly improved the way IFAD is represented aat@ived in Pakistan, and its relations with the
Government have benefited. An important initiatifiedlowing the establishment of the country
presence has been six-monthly meetings, chaireithdofeAD, with all IFAD project directors, the
liaison officer and the CPM. Other specific improwents include: regular participation in the donor
coordination groups for poverty alleviation and rmaftance; hands-on participation in supervision
missions and wrap-up meetings; participation in rireetings of the UN Country Team; improved
coordination with other donors; and successful bleghooting. Notwithstanding the above, even
though the country presence seems well establishésl,not institutionalized. There is no formal
delegation of authority to the country presencesaiinot count on administrative support, and the
recruitment modality (on a continuous basis throlmig-term retainer contracts for 18 days per
month over a six-month period) does not assure rétpiired continuity. Moreover, it is not
sufficiently resourced to be able to develop agmes close to the current rural development praject
through more frequent visits, or to address a raoigéssues that include policy development,
knowledge management and helping to draw up a eahstrategic programme.

186. At the project level, IFAD’s role in supporting it@mentation is seen as positive. In its
dealings with IFAD on REACH, PPAF found it to bettb@xtremely responsive and flexible in its
approach to dealing with problems as they emerf@btlJs and agency heads working on projects see
IFAD as problem-orientated, flexible, open, libenabn-rigid, providing new windows, agenda-free
and willing to listen to people and address theobfems. These are reflections on the positive
changes rapidly introduced by the latest CPM. Ildlitawh, the chairman of the Planning and
Development Board of Punjab expressed the viewl#&D had a much sharper focus on poverty
than other international organizations, often mamagp keep its financially more powerful partners
on track — “punching” so to speak, “above its wéigh
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187. IFAD has relied to a great extent on governmenheigs to implement the projects, but it has
paid very little attention to improving the compatees of such agencies. In addition, some of its
interventions are in remote areas where agency ewngpies tend to be much weaker than in the
more densely populated provinces. These agenadigsreéea number of years of continuous IFAD

presence before they can improve their performaRoe.example, IFAD has launched a demand-
driven project in AJK, where organized communites allowed to specify the levels of government
service they require. This approach needs careftiinng, because it is much more likely to improve

government competencies than to supply demand+dtaehnical assistance.

188. Little has been done to improve the performandeMts, which has been mixed. IFAD has no
training programme that would enable a PMU to leabout project management through, for
example, working on a simulated project managerpeogramme. Nor does it provide innovative
incentives to encourage better management practices

189. As a general rule, M&E systems were of poor qualgsoviding little useful management
information (producing sufficient information onpuats but insufficient on outputs and very little on
impacts). Surprisingly, IFAD’s impact domains, whibave been in existence for at least five years,
are not monitored. A number of them are missingnftbe RIMS. The Country Programme Results
Management Framework for Pakistan reports the numbenicrofinance beneficiaries expected at
design rather than the actual number achievedehlyenaking it impossible to quantify the coverage
of IFAD projects let alone their impact. Additiohal for example, there is no information on
important agricultural impacts like seedling sualjvsuccessful live births from Al, and uptake of
improved techniques and seed from demonstratiots.plthe absence of such information prevents
management from taking appropriate action to addpesblems that arise and, in many cases, is an
excuse for taking no action at all.

190. IFAD rapidly responded to corporate priorities bgciling to assume responsibility (as of
January 2008) for the supervision and implementatigoport of all four ongoing projects previously
supervised by UNOPS in Pakistan. While praiseworthg new arrangement poses both challenges
and opportunities in terms of distribution of resgibilities and resource allocations, and Pl wied

to give careful consideration to this.

191. Overall, IFAD’s operational performance has beeed@asmoderately satisfactory (3.8).
Government

192. IFAD’s main interlocutor in the Government is thALE of the Ministry of Economic Affairs
and Statistics, which has played an important imleoordinating and facilitating IFAD’s operations
in Pakistan, and is responsible for assessing r@gents, programming and negotiating for external
economic assistance from foreign governments aritllateral agenciesProvincial governments and
their line agencies — responsible for implementimgst IFAD assistance — have performed as well as
might be expected. Line agencies face serious i@nts, such as very low operating budgets that
often provide little funding in excess of salariasd a fluidity in management-level appointmentt th
owes its genesis to the distant past. Local govemsnface similar or more acute challenges in light
of their limited experience. As recognized by thiesBlf-evaluation, there are also institutional
constraints such as lengthy and complex approvatealures, inflexibility of the PC-1 or a high
turnover of provincial-level officials, all of whiichas led to late project start-up, slow recruittregn
staff, and delays in procurement. IFAD needs t@aware of these constraints and design its projects
accordingly. The choice of the PPAF (for which P@juirements are not applied) as implementing
partner in the more recent IFAD-supported interier® has already shown positive results.

193. Generally speaking, the Government has met its domants to all projects. However, it has

failed in areas such as ensuring that PMU headageinted in a timely fashion and remain in their
positions for an agreed length of time, and in eénguthat PMU vacancies are filled. PMUs do not
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run baseline surveys until they are too late toveey useful, and usually show little interest in
establishing effective M&E systems to monitor pemfance against PC-1s. Under the new
implementation approach, PPAF has managed REAGeiesftly.

194. In sum, the Government and its agencies perfornsediedl as could be expected under the
circumstances, warranting an overall ratingnaiderately satisfactory (3.8).

Cooperating Institutions

195. For the majority (seven) of IFAD’s projects in Pstkin, the cooperating institution has been
UNOPS, which, by and large, appears to have metrimémum requirements of its contracts for
supervision. The Direct Supervision Pilot Programenaluatiofi® found that the average UNOPS
supervision cost was US$9 000 per annum, but e duys less than one supervision mission a
year (for example, the completion evaluation repartDASP reported 0.8 supervision missions per
year). It also buys a concentration on fiduciasues to the detriment of technical and project thpa
issues. For example, the CPE team found that tvae no agriculturalist present in any of the
supervision mission reports provided to the teaomsequently, quantitative inputs are reported with
no analysis of impacts. How well a project is perfimg on critical issues like impact on nutrition,
food security and household incomes, for exam@mains largely anecdotal throughout a project.
Management is about converting inputs effectivelg afficiently into outputs to produce the desired
outcomes. Supervision reports and other UNOPS wlekefore miss the important management
guestion about how effectively implementation iegressing. Consequently, while projects meet
fiduciary compliance requirements, they do not clymypth good management practices.

196. The performance of AsDB, which supervised threggats, has by and large been moderately
unsatisfactory. For example, AsDB’s completion aa#ibn of the SBADP concluded that weak
supervision in the initial years had led to deldys.missions were fielded between project inception
in August 1990 and the first review mission in kelyy 1992. Moreover there were seven changes in
AsDB project staff for Pakistan in eight years, aheét decreased the effectiveness of project
implementation. For Pat Feeder and NWFP BADP, thBB\missions concentrated on management
and loan administration and, in Pat Feeder, toolraber of arbitrary decisions that caused delays. |
was not until the sixth year of Pat Feeder thatethveere any technical inputs, and even then they
were only in water management. For NWFP BADP, tlveeee few reports of supervision missions
on record.

197. The World Bank supervised three projects. The ¢ldes (the SWRCP), approved in 1992,
closed due to design problems after disbursing @rpgr cent of its funds, and the other two (MIOP
and REACH) were approved only recently (August &spptember 2006, respectively). Therefore,
while there is limited experience on which to assé®rld Bank supervision, so far it is considered
highly professional.

198. Overall, the performance of cooperating institutiom Pakistan is rated asmoderately
satisfactory (4).

Non-Government Partners

199. Rural support programmes (RSHaplemented social mobilization components in a bernof
projects, including the SRSP under MVSP and NWFMBAI and the National RSP in the case of
BVDP. These programmes are governed by a boardreftdrs in which representatives of civil
society rather than government officials hold thegarity. Staff is recruited on the open market. Wit
regard to funding, RSPs depend mainly on fundsigeavby or through the Government. IFAD’s
relationship with RSPs has been fruitful and progec With well trained staff and large-scale

% |FAD, Direct Supervision Pilot Programme — Corperaevel Evaluation, November 2005, p. Xxvi.
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training facilities, these programmes have beetdad effective in getting the social mobilization
process off the ground. Government staff, despdelimitations (see paragraph 193 above) did
generally surprising well in leading the processadial mobilization implemented by RSPs.

200. In the most recent credit project (MIOP) IFAD hamgd up with the PPAF — an apex funding
agency created by the Government and operatingughrgartner NGO organizations — for the
purpose of executing the project. Even though ti@ice of PPAF as an implementation partner in
microfinance is adequate (the World Bank has bgmrating successfully with PPAF since 2000)
because it offers an innovative model of publicsgté partnership, PPAF has little track record in
innovation. Despite being an apex organization, PE#es not have an R&D arm, while MIOP seeks
to introduce innovatory products into the Pakistaarofinance market. MIOP’s operational model is
for PPAF to outsource product development to itdnga organizations, but partner organizations
have little to no experience of R&D and innovatipeduct development. Market research, for
example, is not undertaken. Limited competition migct as a deterrent to greater levels of
innovation and efficiency. Hence, collaborationhMRPAF should be considered in future on a case
by case basis depending on the type of projecttdomparative advantage of the PPAF.

Benchmarking

201. A key benchmark is the AKRSP, which has been adativ€hitral Region since 1982 and
serves as the basic model for much of IFAD’s ruwlalelopment work. The project has reached
approximately 900 000 people living in about 1 t@Mote villages in the northern areas of Pakistan.
The World Bank has made a number of evaluatiods<d¥SP, the last in 2001.

202. There are a number of points of comparison of beracking interest. First, AKRSP has been
operating for 25 years, which is much longer tHafD’s usual intended period of about seven years.
Second, VOs, which are central pillars for changevéloping social and human capital, creating
infrastructure, improving agriculture, livestockdaforestry, and providing a focus for dealings with
government), have been sustainable, unlike thoskilimed in other donor interventions. Third,
AKRSP’s comparative advantages are rooted in iteagerial expertise; its educated, skilled staff,
mostly drawn from all over the programme area: Keoge and contacts necessary for it to draw on
external expertise; creativity in development apcia organization; 20 years of intensive expergnc
and ability to mobilize funds. In contrast, IFAD shaot developed such a core of management
expertise and skilled staff, with each PMU startadministratively from scratch. Fourth, AKRSP
receives bilateral assistance from Canada, Germdapan, Netherlands, Norway and the United
States, while the IFAD country programme — whichrkgowith a similar model in similar
environments — has received no bilateral assistaMtéilateral donors contributing to AKRSP are
IFAD Member States. Fifth, both AKRSP and IFAD haemtributed little to improving government
service capacity, with the result that, if theipjects closed, there would be a large service egliv
gap that government agencies would not be abld.to f

203. The AKRSP incurs total costs per beneficiary tbata five-year basis, fall within the range of
costs incurred by comparable projects. Howeverptibgramme has been operating for much longer
than most donor-funded projects. Consequently, dnllaprogramme period basis, regardless of
programme length, total costs per beneficiary dagh bompared with typically shorter programmes.
These probably need to be attributed to the coatlileving sustainability.

204. In 2006, the AsDB conducted an evaluation of its programme in thkistan agricultural
sector. Its interventions in the rural developmamtsector comprised ten projects implemented over

% The table of cost comparisons, however, contaiméyd ane IFAD project: the NADP. The total cost per

household for AKRSP was US$890 for a 17-year peaiodl US$385 for a five—year period, while IFAD’ssva
US$1 255 for NADP.

0 AsDB. Evaluation of the Agriculture and NaturalsRarces Management Sector, July 2006, pp. 32-34.
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the period 1985-2006, six of which had not beenpleted and two had started too recently to be
evaluated. Many of AsDB'’s experiences have beeriaino those of IFAD, including:

() Invariably, there were delays in project start—ungl &low initial project performance
owing to tardiness in approving PC-1s, in availgbibf counterpart funds, in setting up
PMUs and in procurement of materials.

(i)  Community mobilization was sometimes rushed to npeefect targets, with the result
that development activities did not necessarilyrespnt community priorities. The
process also often failed to access the targetedfiogries, which meant that many
project benefits were captured by the non-poor.

(i)  Long-term sustainability of public infrastructur@svuncertain; community infrastructure
built with the participation of beneficiaries wa®rma likely to be sustainable.

(iv) M&E systems did not produce the necessary infolonafdor outcomes to be evaluated,
with baseline studies not being conducted until aiér project start—up.

(v) AsDB supervision was more concerned with administaand financial matters than
with a project achieving its technical targets.

205. Table 11 compares the Pakistan country evaluatiimgs of projects with: (i) composite
internal IFAD ratings; and (ii) comparable AsDB amiobal World Bank ratings for rural
development projects. Benchmarks indicate thatotheall performance of projects in the Pakistan
country programme has been satisfactory, especidibn the degree of difficulty regarding location
is taken into consideration.

206. IFAD’s programme in Pakistan scores quite well etevance, effectiveness and efficiency
compared with others, and compares favourably lircrderia with the AsDB’s rural development
subsector programme in the country. However, itiolst lower scores for sustainability than the
average for World Bank rural projects ending in9-2900.

Table 11. Comparative Summary of Percentage of Satactory Project Ratings

ARRI | ARRI Pakistan AsDB
2%52R- '04 2006* | 2007* ngple CPE Pgﬁ;tén
Project performance 80
Relevance 90 100 93 100 100 80
Effectiveness 66 78 67 67 100 50
Efficiency 52 59 73 45 80 20
Sustainability 41 40 53 61 40 20

Sources: Annual Report on Results and Impact of IEX2rations (ARRI); Independent External
Evaluation of IFAD; CPE Evaluation Team Ratings; AsE¥aluation of the Agriculture and
Natural Resources Management SectorJuly 2006; World Bank, IEGAnnual Review of
Development Effectiveness2006.

* |FAD operations evaluated in 2005.

** |[FAD operations evaluated in 2006.

H. Non-lending Activities

207. Overall IFAD has not employed non-lending actigtism any great effect in enhancing
programme objectives in Pakistan, and has tendbd tme—dimensional in the sense of concentrating
only on projects.
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208. Policy dialogue A number of areas were suggested for policy diao without indicating
what IFAD intended to do to promote these areaallocating specific resources for the purpose.
IFAD’s CPM for Pakistan considers the main poliagldgue instrument to be the annual PBAS,
which scores Pakistan’s performance across 59iquestategorized under five broad headings. The
resulting overall score determines the level ofdfng the Government will receive. The potential
policy issues are numerous, but can only servesdperficial policy dialogue. On the other hand,
while IFAD has apparently never made an effortrémslate its experience into policy advice to the
Government it is certainly true that IFAD-supportejects and experiments have been closely
watched by all concerned, and that lessons leaamedinternalized have contributed to shaping
government policy. It is not without reason that3PRexplicitly mentions two IFAD-supported
projects — NWFP BADP and the SBADP in Punjab —rake'models for rural development’ that have
influenced government strategy.

209. The proxy country presence officer is involved witblicy discussions on poverty reduction
through the Poverty Alleviation Forum and otherigplforums. Moreover, as mentioned in the
previous section, meetings with all IFAD projectediors, the liaison officer and CPM, and chaired
by EAD, are held every six months. The country @neg officer prepares an issues paper prior to the
meetings, highlighting both operational challenged policy issues, but no information is available
about what EAD does regarding the policy issuesethand there is no formal monitoring of action
taken on them by government.

210. Effective policy dialogue needs resources, andakidtan — as in many other programmes
supported by IFAD — they are clearly absent. Budgé&tntion to policy dialogue would have a

number of advantages. One such advantage mightadbeohce something becomes a line item in a
budget and has to be regularly reported on, itasentikely to become important from the operational
standpoint.

211. Partnerships. As pointed out in the PI self-evaluation, IFAD himdlowed a partnership
approach in Pakistan. However, little has beenedimnexpand the range of partnerships forged
during the early part of the country programme.i@oicing has been pursued through multilateral
agencies (e.g. AsDB, IsDB and UNDP). In the two en@cent projects under implementation (MIOP
and REACH), IFAD has sought a close associatioh twb parallel — and much larger — World Bank
projects (PPAF | and the Rehabilitation and Recactbn Programme), and has entrusted
supervision to the World Bank. While this appro&chrguably an effective way of leveraging limited
IFAD resources in the country, it also has implmas for the Fund’s visibility and profile, where
projects with parallel financing or cofinancing ayenerally associated with the larger/lead donor by
beneficiaries and authorities. IFAD’s outsourcirigesearch to ICARDA in BVDP has proved very
effective and could be a model for future work.

212. There were two partnerships with UNDP in which th#er, as per its normal practice,

established a separate PMU from the project PMUthtn NADP, there were serious clashes of
personality between the two PMU heads, which reduh a very unprofessional relationship, poor
performance on the part of UNDP and its abrupt dvelval from the project. Its performance was
more satisfactory in NJVCDP, although it promotesglf rather than IFAD and the project. Again, it
departed abruptly leaving the PMU to fill the gap.

213. The country presence has facilitated IFAD’s engaggnn the One UN initiative, currently
being piloted in Pakistdh—and several other countries—. The country offfaticipation in all UN
Country Team meetings has provided an opportuaistrengthen partnerships and coordination with
other agencies member of the team. A Memorandubnaderstanding (MOU) has been signed with

" After less than one year of implementation ittifl ®0 early to evaluate the pilot. The United théas

Evaluation Group (UNEG), of which IFAD is a membés,expected to complete an independent process
evaluation of the pilot experience by Septembe©200

48



WFP (2004) to enable joint work programming in Adid a Unilateral Trust Fund agreement signed
with FAO (2005) to provide TA to the AJKCDP.

214. IFAD’s involvement with the private sector has beery limited. While the recently—approved
MIOP supports local private—sector developmentunalrareas and in IFAD investmentisere are no
other examples of partnerships between IFAD angthate sector in the Pakistan programme. The
last project (PRISM), approved in September 209 &xpected to depart from the previous situation
and reinforce partnerships by promoting involvenwrthe commercial sector in microfinance.

215. Knowledge managementlFAD has generated a wealth of knowledge from imm@eting
rural development projects, both in Pakistan anather parts of the world, which represents an
important comparative advantage. However, in PaRjsitFAD has made no effort to systematically
review and analyse its experience with a view timaeting lessons and knowledge for sharing across
projects, with scholars, government officials amhars, and with poverty reduction practitioners in
other countries.

216. Within the country, exposure visits for PMUs to leange experience has proved positive.
However, IFAD has failed to provide PMUs and lieacies with access to knowledge networks. No
PMU reported that it had been exposed to the esmpeei of other PMUs at the outset of a project.
Department heads of line agencies involved in imgletation reported no access to IFAD’s
knowledge base and no experience of being partcoframunity of practice by which knowledge can
be accessed and shared among colleagues in o#iter aid provincial departments engaged in
implementing rural development projects. It wag fbht projects should bring with them access to
rural development knowledge networks, first wittimeir own country, and, internationally, to
organizations dealing with similar issues in simédgricultural areas.

217. The principal knowledge management instrument isisamnual newsletter on the country
programme, that is distributed to all developmeantners in Pakistan. There are other information
publications, such as thdaking a Difference in Asia and the PaciBeries, which has two issues
dedicated to Pakistan. To be effective, howevee, khowledge must reach users. Departments
supporting projects were not aware of these puidica.

218. The Programme for Electronic Networking for Rurai@and Pacific Projects (ENRAP) also
supports the idea of distributing knowledge to thastached to the Internet and plugged into the
programme. More attention is paid to knowledge rgan#nt at the national level. Exposure visits
training and knowledge exchanges have been orghmizeproject staff within the country and the
region to encourage the sharing of experiencesrartdal learning.

219. Table 12 gives ratings for non-lending activities:

Table 12. Ratings for Non-lending Activities

Non-lending Activity Rating"®
Policy dialogue 2
Partnerships 4
Knowledge management 3
Overall non-lending activity performance 3

2 IFAD uses a scale of 1 to 6, where 1 represestother score and 6 the highest.
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Overall Rating

220. As far as benchmarking with IFAD’s portfolio is a®rned, there is no significant difference
between the Pakistan portfolio and IFAD’s expergeas presented in ARRI 2006. With respect to
partner performance, both IFAD’s performance amd tii the Government appear to be worse.

Table 13. Aggregate Evaluation Ratingsof IFAD-funded projects in Pakistan

Evaluation Criteria Pakistan CPE’

Relevance 4.6
Effectiveness 4.2
Efficiency 3.8
Overall portfolio performance 4.2
Rural poverty impact 4.2
Sustainability 3.4
Innovations, replication and scaling up 4
Overall portfolio achievement 4
Performance of IFAD and its partners

IFAD 3.8

Government 3.8

Cooperating institutions 4

a) The rating scale adopted by OE is the followiig: highly satisfactory; 5 = satisfactory; 4 = droately
satisfactory; 3 = moderately unsatisfactory; 2 satisfactory; 1 = highly unsatisfactory.

b) Ratings considered here are those of five ptejiec which substantial documented evaluative evig is
available. The projects rated are: MVSP, PFCADPSBPABVDP, NWFP BADP (see Appendix 3).

Key Points

e The performance of the portfolio is moderatelysfatitory.

e Projects scored highly for relevance. Positive iotpaare particularly observed in agricultufle
productivity, increase in financial assets, comrhyumobilization, gender and food security.

« Insufficient attention dedicated to effective tangeg the very poor.

e The programme could have benefited the poor bysiivg more heavily in non-farm activitie
particularly vocational training and by paying mogstematic attention to improving the natufgl
resource base.

» Livestock ownership is most important for the rypabr in Pakistan. It contributes to improving fogd
security, involves local women in its care, is ugedaving mechanism, and has demonstrated good
growth and income—generation potential. The 1 amllivestock owners are spread more evenly acipss
rural households than land owners. Productivitpygaire more pro-poor than crop gains.

« Significant progress in gender and developmentesshowever, cultural differences in some areag| of
the county were not adequately accounted for geprdesign.

e Sustainability remains an issue: CBOs require longglementation to be consolidated, governmgnt
capacity to maintain public infrastructure is liedt and rural credit is still dependent on subsidie

» Despite recent efforts with projects such as thertfinance Innovation and Outreach Programme, [the
Pakistan programme has not been a model for iniwowat

* However it has contributed to improving the AKRSfPat development model, and there is potentialeﬂ;or
scaling up. IFAD’s efforts to assist provincial arsfate governments to institutionalize thege
improvements are key.

e |FAD contribution to the devolution process and dtsengthening the capability of governmejpt
institutions has been minimal.
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V. CONCLUSIONS AND RECOMMENDATIONS
A. Conclusions

221. Over the past 17 years, the Fund has madenportant contribution to agriculture and

rural development in Pakistan which is even more significant in the light of therent surge

in food, commodity prices and related shortagéds has been achieved despite the relatively
low overall level of IFAD investments in Pakistanngpared with the Government’'s investments in
the agriculture and rural sectors and those ofratheors such as the AsDB and the World Bank; and
in spite of the lack, until recently, of a perman&hAD country presence. One official made a
statement about how much his Government apprecid@®d’'s sharp focus on reducing rural
poverty, compared with other donor organizationsking in the country, which allowed the Fund to
“punch”, so to speak, “above its weight”. This srficularly noteworthy, as IFAD’s operations have
covered some of the country’s most remote and maliged areas where infrastructure and services
are limited, access to inputs and markets is uaicertand institutional capabilities are often
inadequat€.

222. Some of the achievements made to date supportvigrarghing conclusions of the CPE. For
instance, the Fund was instrumental in further igieg the successful Aga Khan Rural Support
Programme model for grass-roots development byingcat up and adapting it to a model
implemented by the Government. IFAD has also cbuted to building up the capacity of
community organizations, strengthening the voicethaf rural poor and allowing them to play a
greater role in development planning, resourcecation and implementation of activities intended to
improve their livelihoods. Moreover, IFAD has cobtited to women’s empowerment (for example,
in extremely challenging environments such as #uerfally administered tribal areas (FATAS)) and
to employment generation thanks to training in omeoterprise management and agricultural
practices. It has also provided better health ahatation facilities for womefiand it has contributed
to improving the agricultural productivity of smddirmers, which has led to better food security and
incomes. As an example, by the time implementatiothe Neelum and Jhelum Valleys Community
Development Project came to an end, household iesdmd increased from around PKR 56 000 to
PKR 138 000 per annum.

223. These satisfactory achievements are the result F#Dls focus on pursuing largely
agricultural-based interventions as the principle vehicle for improving rural liedods. This has
included attention to strengthening research antension capabilities; promoting pro-poor
agriculture technology, including the introductiari small-scale irrigation and improved seed
varieties (which led to significant productivitycireases in a number of caSgspromoting access to
rural finance (mainly in more recent operationgersgthening grass-roots institutions; and building
community infrastructure such as roads and drinkiater facilities.

224. The CPE notes, however, that the agriculture fomugpast IFAD operations did not pay
sufficient attention to environmental issues, lteek development and the promotion of high-value
crops that offer major opportunities for the lasdlend small farmers. Livestock husbandry is the
main source of livelihood for large numbers of fyraor living in mountainous areas such as Azad
Jammu and Kashmir and the North-West Frontier Ri®iHigh-value crops, including flowers, fruit
and vegetables, offer good potential for small faisnto improve their incomes, especially in

3 This seems to suggest convergence with a recetty 8y the International Food Policy Research ot

(IFPRI) on the high returns of public investmentléss favoured areas.Inyestment Priorities for Economic
Growth and Poverty ReductioBhenggen Fan, Joanna Brzeska and Ghada ShigRRL. IOctober 2007).

" See Impact Assessment by OE (2007) of the Nortkt\Weontier Province Barani Area Development

Project and the evaluation by OE of the Dir ArepBurt Project (2007).

S For example, in the Mansehra Village Developmemije®t — see country synopsis of the Independent

External Evaluation of IFAD (2004/5).

51



locations with good market linkages. Moreover, &dibil production — e.g. palm, soybean, canola
and sunflower oils — also provides an opporturigkistan currently imports most of the edible vil i

consumes, although soil and climatic conditionerofjood growth prospects (particularly in the
costal areas of Sindh).

225. While the focus on traditional agriculture-orientactivities has produced noticeable results in
the past, the CPE concludes that IFAD could havieesed even better results had it given greater
consideration to, and invested morerion-farm activities and employment(Chapter 1V, page 24)

® such as, for example, the promotion of rural meoterprises, rural finance, and the strengthening
of access to markets. This is particularly relevamtlight of Pakistan’s categorization as a
transforming country/ and agriculture’s modest (40 per cent) contributio rural incomes (the
poorest 40 per cent of rural households derivevan &éwer proportion of their income — 30 per cent
— from agriculture). The CPE also notes that thanty programme did not devote sufficient
attention to opportunities offered by partnershiish the private sector. Finally, the important
consequences of migration within and outside thentry, especially from the rural areas, have not
been systematically analysed or addressed. Andatiempt has been made to tackle either the
challenges or opportunities provided by the vasbuamh of remittancée$ flowing into the rural areas
from people working and living abroad or in urbaras, often on a temporary basis. However, the
CPE acknowledges the value of IFAD’s recent fundihgwo nationwide microfinance programmes
in Pakistan.

226. Good results are to be founddacial mobilization and in the building of communit-based
organizations (CBOs) all of which are fundamental to promoting countoynership and
sustainability of benefits. However, the CPE codekithat the Fund could have taken a more broad-
based approach to supporting Pakistan’s devolytian of 2000 and its decentralization efforts
(Chapter IV, pages 36 and 37). In this regard, evthe Fund contributed to building up the capacity
of local communities, it did not pay sufficienteattion to strengthening government at the locadllev
nor to elected councils and grass-roots entitieogoursuing partnerships with the private sector.
Enhancing the capacities of such agencies and $alienportant because they are a key part of the
governance framework at the local level and a atumnduit for development interventions as well
as the delivery of services which address povextyds and are essential for ensuring growth in the
agriculture and rural development sector.

227. IFAD has worked in variousemote, disadvantaged and conflict-affected areasncluding

the FATAs, parts of the NWFP and AJK. These areamunt for some of the lowest poverty,
economic and social indicators in the country, afiected by out-migration, and are generally
burdened by poor infrastructure, scarce levelairaunication and weak administrative institutions.
These problems have been exacerbated by a penatiogphere of conflict coinciding with military
operations (especially in the FATAS), by effortstadicate the opium poppy crop (particularly ia th
NWFP), and, not least, by the effects of the deatawf earthquake of October 2005 in AJK. While,
on the whole, the performance of IFAD-funded prt§en such areas has been moderately
satisfactory, any future IFAD assistance to thesasawill need careful consideration. The CPE notes
the Government’s strong desire to ensure the Fuaiinuing engagement in reducing rural poverty
in such conflict-ridden, remote and environmentalhallenging areas. However, to be successful,
both IFAD and the Government will need to adopt @andifferentiated approach than in the past.
This will include mobilizing experts with experieamin peace-building, tribal affairs and in working
in disadvantaged and conflict areas. Such areaslglpresent a challenge. However, the Fund is
recognized as a world leader in working in lesofaed areas in the Asia and the Pacific region and

® The page reference directs the reader back teetheant main text where the findings for the topiere

presented.

" That is, a country where agriculture is no longemajor source of economic growth but where poverty

remains overwhelmingly rural (World Development Bepf the World Bank, page 4).

8 Which in 2006-2007 was equivalent to around 412ceet of the country’s GDP.
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as having considerable experience in areas affégtednflict. This knowledge and experience could
be put to good use should IFAD decide to continih its support and engagement in difficult areas
of Pakistan.

228. In terms ofsubsector performance it is important to note that projects have noaldgvith
environmental issues in a systematic fashion. &kample, many projects were located along the
upper reaches of rivers in hilly-to-mountainousaarethere population increases have outstripped the
carrying capacity of land. Results with rural ficanhave been poor, partly owing to government
subsidization of credit. Moreover, the transactioosts of providing rural finance in remote are@s a
still high because of the limited outreach of thstitutions involved and the dispersed population.
More could have been done to ensure greater atzesarkets for farm and non-farm products and
services.

229. Sustainability (Chapter IV, pages 39 and 40), asiitition-wide issue for IFAD, is also of
concern with respect to the Pakistan portfolio. iMas factors affect sustainability in Pakistan,
including among others the urge to meet quantgatargets during implementation, often at the
expense of investing in activities (such as capdmiilding for institutions) that might contribute
better sustainability in the future.

230. The portfolio manifests various examples of innamred (Chapter IV, pages 41 and 42), such as
the introduction of new agricultural products (lartture and fruit). However, results are poor in
terms of the replication and scaling up of innawagi promoted through IFAD operations, partly
owing to insufficient attention to non-lending adies, namely, engagement in policy dialogue, the
forging of partnerships, and knowledge managemerdaddition, grants are poorly linked with loan-
funded projects. The poor performance of non-lemdictivities may be partly explained by the rather
limited (human and financial) resources providdm&D for this purpose, especially in relation t@th
ambitious objectives set out in the COSOP for reading activities. Moreover, limited use has been
made of grants, which can play an important riolier-alia, in promoting policy dialogue, knowledge
management and development pro-poor technologies.

231. Having said that, the establishment of a praopntry presencé® in 2005 contributed to
IFAD’s being better positioned in Pakistan. Eveaudh limited in terms of resources and authority,
this country presence has allowed for better dizogith the Government and the donor community,
greater attention to exchanges of experience wéhthacross the portfolio, more timely follow-up on
implementation issues, as well as smoother anérhettmmunication between projects on the one
hand and between the Government and IFAD on ther.oth addition, this country presence has
allowed IFAD to further its commitments in relatiimthe Paris Declaration on Aid Effectiveness and
the One UN pilot initiative, for example, through participation in all-United Nations country team
meetings.

232. None of the operations (until 2008) have been tiretipervised and implemented by IFAD.
Supervision and implementation by cooperating tintitins has not been moderately satisfactory.
While the supervision of fiduciary aspects was galhewell performed the provision of advice that
might have helped improving project implementateomd performance was limited. Among other
things, contracting out supervision to the Uniteatibhs Office for Project Services or a cofinancing
international financial institution meant that t@euntry Portfolio Manager (CPM) for Pakistan had
little opportunity to acquire a better knowledgetloé country in general and of IFAD operations in
particular.

233. Finally, the CPE welcomes IFAD’s recent decisioraliocate a full-time CPM to concentrate
solely on IFAD operations in Pakistan given theesif the ongoing portfolio, complexity of the
country context, and future opportunities for caagien in the country.

® " In the form of a retained consultant.
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B. Recommendations

234. The CPE proposes five overarching recommendations:

(@)

(b)

(©)

The need to developlsetter balance between agricultural and non-farm iwestments

in the rural sectoin Pakistan (paragraph 23%)This is important, as most (57 per cent)
of the rural poor are from non-farm householdst(theive their income from activities
other than crop and livestock production) and nudfdarm opportunities are now being
offered by the country’s growing business environtn&dhe CPE recommends that more
resources be devoted to non-farm opportunitiedudireg small agri-businesses and
family-based rural microenterprises. It also seesthe importance of promoting wider
market linkages for both agricultural and non-fammtputs. In addition, further
developing rural financial services and products &griculture and non-agricultural
activities is central to ensuring that the poorehaecess to financing for rural poverty
alleviation initiatives. In terms of agriculturattavities, greater attention should be paid
to livestock development and high-value crops sagliruit, vegetables and flowers that
provide higher returns on investments. Supportamestic production of edible oil also
provides an opportunity to reduce imports and ecddood security, as soil and climatic
conditions (particularly in the coastal areas aidBi) offer good prospects for growth.
Agricultural land investments should be accomparigdneasures aimed at improving
environmental and natural resource management, ghintegrated catchment
management and increasing the efficiency of waser under rainfed conditions, and to
instituting environmental assessments for infrastme constructed by projects.

Provide capacity development support to decentraled entities and other bodies
working at the local level (paragraph 226)This requires that continued attention be
given to social mobilization and the strengthenaigCBOs, local NGOs and rural civil
society in general. At the same time, the Fundilshtake a more inclusive approach to
supporting decentralization by establishing theldij blocks for a more service
orientated relationship between governments andl lamrganizations. This entails
building up the capacity both of local governmdatsthe districtiehsiland union levels)
and of representatives of elected bodies (e.@géllcouncils, local legislative assembilies,
etc.) that play an important role in planning aegdaurce allocation for rural poverty
alleviations at the grass-roots level and in prangpaiccountability and transparency of
local administrations involved in IFAD-supportedojacts. Greater participation by
private-sector groups of farmers and enterprisatsswarranted to ensure better results.

The CPE recommends that the Fuomhtinue to support the Government in its
engagement in disadvantaged, remote and conflictdden areas(paragraph 227) such
as the NWFP, AJK and the FATABowever, this requires a much more differentiated
approach which is flexible and adapted to suchlehging areas, paying careful attention
to the specific social context, culture and priestof the rural people living there. The
importance of ensuring the commitment and ownerstiipprovincial and federal
governments to IFAD’s efforts in these areas catmobveremphasized. In addition, it
will be also essential to mobilize expertise, matarly with regard to tribal affairs,
conflict resolution and peace-building in desigrs well as in supervision and
implementation support. In fact, IFAD could plag@mplementary developmental role —
in support of the rural poor — to the Governmermtgn initiatives and those of other
donors working in such environments.

80

The paragraph numbers next to the each headfegenee the reader back to the relevant text in the

preceding section on conclusions.
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(d)

(e)

Thestrengtheningf IFAD’s capacity to promote innovations(paragraph 230hatcan

be scaled up and replicated by the Government, rdorganizations and the private
sector, merits increased attention and resourcd®akistan. This will include a more
systematic approach to identifying and pilotingawative approaches to agriculture and
rural development; better documentation; the shaninsuccessfully tested innovations;
greater resources and capacity to engage in pdimlpgue (e.g. on local governance
issues, rural finance outreach, pro-poor agricaltymolicies); and carefully selecting
partner institutions with a good track record biotintroducing and nurturing innovations
and in working with the rural poor in similar IFARriority areas. This will also call for
greater synergies between, and the wider use efmmilx of instruments (loans, grants,
policy dialogue, etc.) available to the Fund aslwelenhanced country involvement in
and ownership of grants. Innovative approachesieeeled in a number of areas such as
remittances (savings accounts, investment oppadies)i migration (improving the value
of landless people on the employment market throumdational training and helping
them find employment in small towns, urban centted overseas); promotion of local
governance; and the use of grants (as opposedatws)ldo support efforts by larger
development actors in conflict areas such as FATAs.

The Fund’'s overall development effectiveness woddd further enhanced by

adjustments to its operating modelparagraphs 231 to 238)at take account of the size
and specificities of its programme in Pakistan. sTincludes establishing a more
consolidated and permanent country presence —m@iwndo strengthen country presence
in Pakistan is to outpost the CPM from Rd&te undertaking direct supervision and
implementation of IFAD-funded projects and prograesgrand making efforts to improve

both knowledge management and project— and colewgl-monitoring and evaluation

systems.
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The recent FPPP evaluation concluded that this tva most effective form of country presence, even

though the results of the evaluation were derived small sample of out posted CPMs.
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CPE’s Building Blocks

APPENDIX 1

The first block concerns the quality of the counstyategy itself: did it identify, understand, and
address the key challenges to reducing rural ppvesds it articulated in a clear, focused and stiali
way that also provided guidance to operations, lzowl well did IFAD perform in developing the

country strategy. The second block concerns thatiurewhether the country strategy was actually

reflected in the design and implementation of ofj@na, how operations performed (using the typical
performance criteria of relevance, efficiency, aftectives), and how well IFAD’s partners and

IFAD itself performed. The third building block fases on results: what impact has IFAD’s strategy
and operation had, how sustainable is it, and whtgntial or actual replication and scaling-up have

taken place. What did these achievements meanmstef contributing to the attainment of IFAD’s
strategic objectives and to the MDGs, and what dideother partners play. Each building block is
explained in later parts of the guidelines.
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Pakistan CPE Framework

APPENDIX 2

Purpose

Key Questions

Key Activities

Assess the quality
of the country
strategy

Did IFAD pursue the right country strategy, i.e.,
was it designed to ensure highest possible rural
poverty reduction impacts?

What resources were allocated

Did the COSOP identify and address the

key challenges to reducing rural poverty?management/staff

Was the COSORP articulated in a clear,
focused and realistic way, that provided
guidance to operations?

How well did IFAD perform in
developing the COSOP?

Was the COSOP coherent with the GOP
strategies and with IFAD’s strategic
framework and its regional strategy?

Assess the extent to which the main
directions in the country strategy
complemented the strategies of other
donors working in agriculture and rural
development

the COSOP’s quality, with particular

COSORP review, opportunity mapping,
desk review

Self-evaluation by IFAD
management/staff, discussion with
cooperating institution officers
Interviews with IFAD

In-country interviews with: key
government officers, IFAD funded
project managers/staff, civil society
representatives, research institutions,
IFIs/UN/Bilat. organizations

Prepare a note with the assessment g

ocus on its relevance, triangulating th
different sources of information

Evaluate IFAD’s
country strategy
implementation

To what extent was the country strategy
implemented through projects (loans and TAGs
and non-project activities (policy dialogue,
partnerships, and knowledge sharing) and how
they perform?

Was the COSOP actually reflected in th
design and implementation of operation

(2]

How did the operations perform?

How well IFAD and its partners
performed?

Were IFAD’s business processes
appropriate, for example, were adequatg
human and financial resources made
available by IFAD to achieve all the main
objectives of the Country Strategy?

dichterviews with IFAD staff

project managers/staff, civil society

Assessment of data reliability

Loan and grant portfolio desk review
Self evaluation by IFAD
management/staff and by the GOP

In-country interviews with: key
government officers, IFAD funded

representatives, research institutions,
IFIs/UN/Bilat. organizations

0]

1

in the CPE guidelines.
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In addition to these key questions the CPE witréo specific guiding questions for each sectioovided



Assess the
impacts of
IFAD’s strategy
and operations

What was the impact of IFAD’s country strategy

and operations?

What impacts IFAD had in Pakistan and

how sustainable is it?

What innovations and actual (or potenti

replication and scaling-up have taken (arin-country interviews with: key

may take) place?

Did the impact contributed to the
achievement of IFAD’s strategic
objectives and to the MDGs?

Desk review of impact studies and oth
documentation from IFAD, the project
and patrticularly from other IFls
Self evaluation by IFAD management|
staff

al)nterviews with IFAD staff

government officers, IFAD funded
project managers/staff, civil society
representatives, research institutions,
IFIs/UN/Bilat. organizations

er

4
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APPENDIX 3
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Social Indicators

APPENDIX 4

Year Year(*)
Population (million) 1991 | 115.5 2004/5| 152.5
Average annual population growth rate 198090 2.7 0045 | 2.1
Crude birth rate (per thousand people) 1990 42 20032
Crude death rate (per thousand people) 1990 12 3 2008
Infant mortality rate (per thousand live births) 919 | 97 2003 74
Life expectancy at birth (years) 199( 56 2003 64
Number of rural poor (million) (approximate) 1991 42
Poor as per cent of total rural population 1988 29 1999 gSn? per
Total labour force (million) 1991 | 34.753 2003 55.72
Female labour force as per cent of total 1991  12.73 2003 30
Human Development Index (HDI) 444 497
HDI ranking 142/147
Education
Education expenditure, total (as per cent of GNP) 9911 | 2.2 2003 1.7
School enrolment, primary (per cent gross) 1990 37 2003 69
Adult literacy rate (per cent) 1990 | 35 2004/5| 53
Nutrition
Daily calorie supply per capita 1988 2 280
Malnutrition prevalence, height for age (per ceinttaldren under 2003 37
5) 1990 | 57
Malnutrition prevalence, weight for age (per ceinthildren under 2003 38
5)
Health
Health expenditure, total (as per cent of GNP) 1199 0.8 2005 0.6
Physicians (per thousand people) 1984 0.34 1
Rural population with access to tap water (per)cent 1999 | 12 2005 23
Population with access to essential drugs (pen cent
Population using adequate sanitation facilities (mat) 2002 54
Agriculture and Food
Food imports (per cent of merchandise imports) 0022 | 10
Fertilizer consumption (hundreds of grams per harable land) 2003 1,381
Food production index (1999-2000=100) 2003 106
Cereal yield (kg per ha) 2003 2,312
Land Use
Arable land as per cent of land area 1989 334 0320| 28
Forest area as per cent of total land area 1989 4.4 2003 3
Irrigated land as per cent of cropland 1987 62 3200 81

(*) Most recent data available.
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APPENDIX 5

Key Findings and Recommendations Extracted from the
1995 Pakistan Country Programme Evaluation

A. Key Findings
The Pakistan country programme was evaluated iB.18®0ng the issues noted by the CREre:

The programme started with top down projects. Theye followed by second generation projects
characterized by focusing on a participatory ma@egeting the rural poor, using NGOs as the
delivery mechanism for rural services and mobitizoommunity based organizations (CBOs);

Not one of the first generation projects was closedme, with time overruns of 40-83 per cent gein
experienced. Second generation projects also fdekys. There were start up problems and a slow
disbursement rate, extending implementation pertmdsip to 8 years. Preparation of PC-1s was a
significant delaying factor;

Unexpected political interference was experienoegrojects;

Targeting was unscientific with the result that tbpper social stratum’ primarily benefited from
projects, especially the ‘first generation’ onesoPtargeting was compounded by prolonged delays in
undertaking socio-economic studies for target grselgction. Base line studies were often planned
late and not completed in time to be useful durimglementation. As the CPE nofedvithout
adequate data on the social profile of the popridt the project area, project activities couldher

be appropriately targeted nor subsequently evalyate

Reaching women proved particularly difficult withet conclusion that women were not major
beneficiaries in projects. The CPE concluded thetg were both a clear lack of objectives ancelittl
adherence to gender approaches developed for tgrdjeémplementing agencies;

Social organization activities were launched witiadequate planning and resources. Numbers of
groups formed became the objective overlookingfalog that the creation of a sustainable CBO is a
slow process requiring experience, flexibility amaty considerable skill on the part of PMU staff;

Little attention was given to environmental aspeaftgrojects at design, appraisal or completion
because of insufficient data on the environmentatack of concern for environmental issues until
just before the CPE;

A lack of attention was given to social benefitstsas health, sanitation, nutrition and educattan.
example, there was no analysis of relationshipsvdxst projects and nutrition, it simply being
assumed that improved agricultural production wqutibuce improved nutrition;

There were difficulties with coordination of a largumber of agencies in area development projects
with resultant weak linkages at all levels of dexismaking. Project Steering Committees (PSC) and
Project Coordinating Committees only had powersnftuence decision makers, often with little
success;

A variable quality of project managers was expamehwith very few with any prior experience of
project management.

! Office of Evaluation and StudieBakistan, Country Portfolio Evaluation, August 1995, p. 42-43, 132,
144,

2 Office of Evaluation and StudieBakistan, Country Portfolio Evaluation, August 1995, p. 135.
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B. Lessons and Recommendations regarding Future Bgramme Development
(paragraphs 107 to 113)

107.  With its modest financial contribution, IFAR$ had only a limited opportunity to influence
GOP policies regarding rural poverty alleviatiorheTFund, however, should not avoid taking a
proactive position in some macro-policy issues tieate an impact on the effectiveness of poverty
alleviation activities. Cases in point include dtqublicies as well as the general orientation haf t
agricultural research system. It is recommendedl HHAD approach other international financing
institutions to develop a common understandinghese matters.

108. To further maximize the impact of the futuregramme, it is necessary that IFAD, GOP and
the cofinanciers focus their cooperation on a feategic areas and/or institutions, including:

® research outreach programmes that have a direefiblm farmers;
(i) special credit schemes targeted at the rural poor;
(i)  activities sponsored by the National Rural Supptgramme (NRSP) and sister
organizations; and
(iv)  support to private investment in underground wegsources development at the tail-
end of irrigation schemes.
109. A sustained rate of project approval is alseential for ensuring the impact. Thus the
evaluation mission recommends that the currenngite of programme development be maintained,
and resources permitting, increased.

110. Establishing a project in a marginal areadtsimitself a sufficient condition to ensure thiad
target group will be reached. Follow-up projectsyrb@ necessary especially where they ensure a
specific focus on IFAD’s target group, the ruralopoSubject to satisfactory performance, these
second phase projects should:

)] build on accumulated experience and knowledge, mgalise of previous investment
in human resource development as well as in inigtital capacity-building;

(i) (i) allow sufficient time for development efforte yield results at the grass roots
level and to correct any negative distribution effief the first phase; and

(i) (i) improve the cost-effectiveness of the ovegabgramme by minimizing the cost
of designing new projects, and by speeding-up ptaj&rt up and loan disbursement.

111. The effectiveness of beneficiary participatiuld appear to be determined by:

@ the combination of grant financing and effective hilimation of significant local
resources for the successful establishment of goags associations;

(i) a continuing flow of benefits from the group’s ist@ent, shared by a large majority
of the members of the group. This is a main deteanti of sustainability of these
associations;

(i) (i) the existence of responsive institutions than identify, test and promote
profitable income-generating opportunities regylagals GUs’ long-term development
is constrained by their weak capacity in this regpend

(iv)  (iv) the level of cohesion and solidarity withinetitommunity. This is a historically
determined factor, on which projects can play wkiem context is favourable, but
which remains beyond their capacity to change,ratise.

112. At the level of management, autonomy, flekipiand support are needed from the relevant
political power. This type of environment and suppmuld not be provided by steering committees
retained so far by project designers. It is suggbtiat an Advisory Board be appointed, composed of
independent and recognized personalities, that dvealunteer to sponsor the project over its life,
assist in attracting the attention and support effig civil servants towards achieving project
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objectives and reduce undue political interferemt®n necessary. Such an advisory board could
provide a valuable support to project managemetitowt interfering in decision-making. It could
also use its influence to promote more favourabledgions for target group’s participation.

113.  While project design has improved with tinageting and people’s participation still require
emphasis. Notwithstanding the difficulties relatedhe unequal distribution of productive asse#t th
characterizes rural Pakistan, the GPE has idemtdiemumber of avenues that could be followed in
future design:

(1) a focus on the central objective of creating/sufpgr sustainable grass roots
associations and organizations that will gradua$sume responsibility for local
development and link up with the institutional set-

(i) the nucleus of people’s participation is createtth@atmoment of project design;

(i)  projects should be conceived from the target gmuperspective, not from an
institutional/governmental point of view;

(iv)  the need to commission a thorough assessment wiinfigrsystems and farmers’
practices, constraints and productivity whenevé&DFconsiders an intervention in a
new environment;

(v) the projects should have their own identity in orée ensure that their specific
objectives are not diluted into line agencies’ ogrogrammes. This implies setting
clearly spelled out links between project suppod effective results on the ground,
possibly by promoting contractual approaches tgeptomplementation; and

(vi)  the need to enhance M&E accordingly.
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APPENDIX 7

Summary of the Impact Assessment Study of Two IFARssisted
Projects in NWFP and Punjab

1. Methodology

1. This study is based on a sample survey of 48doredents, equally divided between
women and men, and between beneficiaries and sotgnbup, drawn from the project areas
of the Barani Village Development Project (BVDP)Ruonjab and the NWFP Barani Area
Development Project. Both the control group arellibneficiaries were first asked to assess
changes (development trends) they had experiencedgdthe last five-to-six years in
indicators corresponding to the impact domainshefévaluation methodology of the Office
of Evaluation (OE). The beneficiaries were askeldssquently to rate project impact for
almost the same set of indicators, plus severarstfor social capital and empowerment.
The study also developed a picture of the developroentext by analyzing development
trends and using secondary sources, including gowent documents and previous IFAD
evaluation reports.

2. The analytical methods used in the study inclwee new directions based on OE’s
CPE methodology. One of these consistintdrpreting the rating scale of 1-6n simple
language with the help of certain thresholds (aafibelow). The essential elements of this
are described as follows:

(a) Respondents’ rating of 1 (negative change) is wstded as aign of distresgor
affected households in the sample.

(b) Beneficiary ratings of 2 (no benefit) and 3 (nedlig benefit) are aggregated in
order to estimate whether the project had no impadhe majority (at least 50
per cent) of the beneficiaries in a given impadidator. This is referred to as a
sign of stagnationin this study.

(c) Higher ratings are aggregated in order to idergifns of progressor some of
the beneficiaries. Progress is acknowledged ifeast 20 per cent of the
beneficiaries rated a change as 4, 5 or 6 (thaoisie benefit, large benefit or
very large benefit, respectively).

3. Preliminary analysis showed that:

(a) A majority of the beneficiaries had not attributedy benefits to the project in 53
out of 63 impact indicators for the BVDP, and 38tftee NWFP Barani.

(b) There were signs of progress in 41 indicators lier BVDP, and in 45 for the
NWFP Barani.

4. The second set of methodological innovationpdreview these findings in a more
realistic manner. This addedbustness in attributing impactso the project by using the
following criteria:

(a) Significance This requires that: (i) there should be a sia@lly significant
difference between the responses of beneficiatelsthe control group; and,
(i) there should also be a numerical differenceabfeast 10 per cent between
the responses of the two groups.

(b) Plausibility. This requires that: (i) it should be possibledtate the attributed
benefits either directly or indirectly (e.g., thghuincome, production and
consumption effects) to project interventions; afid), there should be no
perversion in terms of the logic of attribution a@er example, when a
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comparison between beneficiaries and the contr@lmgrshows that the latter
reported greater improvements than the benefisiadiging the last five-to-six
years.

2. Findings from the Overall Sample

5. As many as 92 per cent of the overall sampladti@aries plus the control group)
had access to electricity for lighting, and moranttone-half lived within 1 km of a pakka
road and a school for girls, and got their drinkiagter from a tap or pump of some kind.
Only 23 per cent of the sample drew most of thaome from agriculture. However, about
one-third of the respondents felt that their hootetlvas in the lower half of the village in
terms of overall well-being. Almost one-half (47rpent) were illiterate and 93 per cent
depended on wood or cow dung for cooking fuel. &deer, 28 per cent of the sample (with
no difference between beneficiaries and the comroup) could not increase their overall
consumption or purchase of food in recent yedased on these observatiott® project
areas seem to be under-privileged in relation tosnhof the population of the country

6. A comparison between the sub-samples drawn framtwo project areas suggests
that respondents from the NWFP Barani area wereeatdiat poorer than those in the BVDP
area; this is consistent with secondary sourcehoBgh there are differences between the
two projects,a number of indicators suggest thalhe projects, taken together, focused on
the better off communities or households in theirgject areas Statistically significant
differences between the beneficiaries and the abgtoups in neighbouring villages existed
in the following indicators: respondent’s rating wéll-being in relation to the village as a
whole, literacy and distance from a pakka road. akidition, statistically significant
differences favouring project beneficiaries wersoabbserved in indicators of distress
(reduction in recent years in the ownership of land cattle, and reduction in savings and
jewellery); these differences were more pronouncdde BVDP.

7. The main development trends that emerged frarséimple may be summarized as
follows™:

(a) Stagnation rather than progress in terms of impatitators has been by far the
dominant force in the project areas during theflastto-six years.

(b) Signs of progress during this period have spanngitle range of indicators, but
progress was limited to a small proportion of ik community.

(c) Signs of distress, as evidenced by liquidationsslets (land, cattle, savings and
jewellery), were found in up to 10 per cent of sanple (and a higher proportion
of the control group).

3. Summary and Analysis of Project Impacts

8. A majority of the beneficiaries of the BVDP exrpaced impacts on seven of the 63
impact indicators identified in the study (Table Of the seven, however, five represent
aspects of social capital and only two have a hgawn the goods and services available to a
household. With a lower threshold correspondin@@oper cent of the beneficiaries, four

! The official rural poverty headcount for Pakisestimated in 2005 was also 28 per cent. The

official poverty line is food-based (that is, based the rupee equivalent of a specified intake of
calories).

2 These findings are based on respondent recaliaiges occurring over the last five-to-six years;

this is roughly the duration for the government'sdium-term planning, and the about the same length
of time that an IFAD-assisted project has availdbtemplementing its activities.
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additional indicators of impact on goods and sesjcand seven others related to social
capital, are also recognized.

9. TheNWFP Barani comes out ahead in both kinds of indicas, those that have a
bearing on the goods and services available to aidehold, and those that relate only to
social capital and empowermentin the former category, it has impacted a majaf the
beneficiaries in six of the 63 indicators usedhie study, with an additional five showing
signs of progress by impacting at least 20 per oéfttie beneficiaries (Table 2). The major
reason for finding a broader range of impacts is pinoject is its design, and particularly the
inclusion of roads and social sector interventigresalth, education and drinking water) in the
project.

10. There is also, however, another discerniblierdihce in comparison with the BVDP,
and that is in terms of social capital and empoveetmnNWFP beneficiaries reported more
positive impacts on the majority than the BVDP bimigries, and their responses were also
more consistent with the notion of empowerment. Tigerence may be due to the
provinces, the design of the project, the appraatbpted by the Rural Support Programme
(RSP) engaged by the project, or a combinationhebe factors. Available information
suggests that the RSP approaches to social mdiaifizare not highly differentiated from
each other, except that the NRSP (in BVDP) empkasmicrofinance to an extent that no
other RSP has been able to do so far. The inetisiof the two governments —WFP and
Punjab— are also characterized by more similarties differences, except that Punjab has
more resources.

Table 1-Appendix 7. Summary of Plausible and Sigficant Impacts in the BVDP

Plausible and Significant Impacts
Additional
Reported by a | Impacts Reported
Majority of the by At Least 20

Impact Domain and Indicators

Beneficiaries per cent of
Beneficiaries
Household Physical Goats and sheep Yes
and Poultry Yes
Financial Assets Savings and jewellery Yes
Public Services Loans Yes
Household Human Level of skills and Yes
Assets crafts
System of deciding village Yes
. . priorities
Social Capital : .
and System of managing village Yes
Empowerment schemgs
System of managing Yes
loans/savingy

Responsiveness of community to poor pegple Yes

Responsiveness of community to women’s

problems Yes
System of managing water in the village Yes
System of agricultural input supply Yes
Responsiveness of government to commuhity Yes
Responsiveness of government to women'’s Yes

problems

Responsiveness of government to poor pepple Yes
Linkages between community and NGDs Yes
Linkages between community and private segtor Yes
Environment | Productivity of soil Yes
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Table 2-Appendix 7. Summary of Plausible and Sigficant Impacts
in the NWFP Barani

Plausible and Significant Impacts
Additional
Reported by a | Impacts Reported
: . Majority of the by At Least 20
Impact Domain and Indicators B(Janef)i/ciaries yper I
Beneficiaries
Roads Yes
Drinking water Yes
Public Services Extension services Yes
Veterinary facilities Yes
Agricultural markets Yes
Household Human Le\c’;rg?gfhge::g Yes
Assets crafts Yes
Household Food Producgtr); dzt:;:ig:\e(a;l‘s Yes
Security vegetables Yes
System of deC|d|ng v_|I_Iag :] Yes
Social Capital priorities
and System of managing village Yes
Empowerment - schemes
System of managing water |n Yes
the village
System of agricultural input supply Yes
Responsiveness of government to commuhity Yes
Responsiveness of government to women'’s Yes
problems
Responsiveness of government to poor pepple Yes
Responsiveness of community to women’s Yes
problems
Responsiveness of community to poor peagple Yes
Linkages between community and NGDs Yes
Linkages between community and private segtor Yes
System of managing loans/savings Yes
System of managing forest and graz|ng Yes
System of agricultural marketing Yes
. Quality of water Yes
Environment Trees and forests Yes

11. The most plausible explanation for differences ihe range and nature of impacts
generated by the two projects lies in project desigrirst, it is obvious that the more
interventions a project (such as the NWFP Baraas), the more impact indicators it would
span. In NWFP, IFAD was fortunate to have a largartner (the AsDB) with fewer
restrictions on the interventions it could suppg@ralth, education and rural roads being
particularly relevant in this connection). Secoti study suggests that some interventions
(e.g., agricultural research and extension) woudtl generate significant impact without
interventions in other areas (e.g., input supplgrkating and roads). Third, there is interplay
between social capital and interventions that tiiyeimpact well-being through goods and
services. In the final analysis, the two setsnéénventions can be seen to be symbiotic: the
broader range of interventions in NWFP addressere mbthe community’s concerns and,
thereby, provided additional stimulus to the raal perceived benefits of social capital.
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12. In concluding the discussion on impacts, it rnaynoted thathe gender differences
in perception of impact that are reported in thitusly are not surprising, except perhaps in
the magnitude of some of the difference¥he main differences are as follows:

(a) Many more women than men appreciated the projeopsct on increasing the
government’s responsiveness to women'’s probleraseasing the community’s
responsiveness to women and the poor, and establidinkages to non-
governmental organizations and the private sector.

(b) Men consistently gave a more appreciative assedsthan women when it
came to impacts related to land, other naturaluess, roads and markets.
Women, on the other hand, were more appreciativenpécts in the health and
education indicators.

(c) Men gave more credit to the project than women ftid increasing the
production of cereals and vegetables. But womenofgnumbered men in
reporting impacts on poultry, livestock and milloguction. And they were also
consistently and considerably more appreciativepmfject impacts on food
consumption.

4. Main Conclusions

13. The findings of this study suggest that estimatek impact obtained through
missions, Project Completion Reports and previowslaations have over-stated the range
and extent of project impactsThe reason is that this study avoided over-ogtimimpact
attribution by:

(&) comparing responses from the control group witls¢haf the beneficiaries;

(b) introducing criteria for robust assessment of thendfits reported by
beneficiaries; and,

(c) adopting clear thresholds to differentiate betwaergress and stagnation.

14. Based on the analysis of context, includingaberall sample, it would be reasonable
to infer that the areas in which the two projeqierated are under-privileged in relation to
most of the country. At the same time, a numbekeyf indicators suggest thtite projects,
taken together, focused on the better off peopletieir project areas; this was more
pronounced in the BVDP

15. The impacts identified by pursuing the methodglidentified above are limited in
range and extent, and more so in the BV[Beneficiary perceptions of “feel good” factors
(social capital and empowerment) were highly appegive, while those concerning the
“get better” indicators (goods and services for theusehold) were generally feeble or non-
existent The study suggests that one reason for thisaisthie accumulation and improvement
of most household and community assets that geneunedl poverty impacts is not possible
during a five-to-six year period, at least in Ptkis Another reason is that impacts on rural
poverty depend on a holistic approach as well aksynergies between interventions, which
are not adequately reflected in project design.
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