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Foreword

Do not be surprised when you see that the governmer:it oppresses the poor
and demnies triem justice and their rights.

Ecclesiastes 5:8

THE oRIGINS OF this book date back to a hot day in Mak
during late March 1985. I had just visited a village called
Diiguiyara near the town of San in the east of the country. 1
was there to look at a US $84 million rural development
project, Mali Sud, funded by the French and Dutch govern-
ments, the World Bank and the International Fund for Agri-
cultural Development (IFAD). The project’s aims were
laudable. They included the provision of credit to small-scale
farmers so that they could buy supplies, such as seeds and
tools, increase their output of food and so raise living stand-
ards in what is one of the world’s poorest countries.

Dijiguiyara is, in any terms, a resource-poor village. With
around 500 millimeires of rain a year the villagers grow only
millet and nuts. And they were suffering from the aftermath
of the African famine of 1984. I could see for myself on that
March day that food stocks were desperately low. Yet there
was no prospect of another harvest until September, and
gven that was uncertain because the people had little money
to buy seeds for planting. Many were selling cattle and tools
in a desperate bid to survive

Money in the village was chronically short. The villagers
told me that their community water pump had broken down
three weeks before. It had stayed unrepaired because they
did not have the money to put it right. The cost of the repair
was CFAfr3000 (around £6).

The 200 villagers were among the 30 million Africans
whose lives were then threatened by famine. Most, if not all,
could be numbered among the poorest of the poor. But
Dijiguiyara was slap bang in the middle of the Mali Sud pro-
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ject area. What help were the people getting, I asked project
officials? ‘None’, was the reply, ‘the village does not qualify.’

To say I was stunned was putting it mildly. This was,
surely, exactly the kind of village that needed help. What was
the point in having a mult-million pound internationally
funded rural deve'opment project if the penple most 1n need
were not included? Why didn’t the village qualify, I asked?

The project works through officially formed Village Asso-
ciations, I was told. Only villages with a recognized associa-
tion gualified. Such wvillagers were considered a reasonable
economic bet: although they were poor .hey were rich
enough to have some assets and could offer some guarantee
that the monev they borrowed they would repay. Again, vil-
lages that were judged by project managers to have a reason-
able hope of forming an association also received assistance.
If people could not organize in such a way, they did not
qualify; the project did not give aid directly to individuals.

But what was clear from visiting other villages is that Vil-
lage Associations existed in the better-off villages - better off
not only in material terms, but where there was more motiva-
tion and commitment. Villages where people were poor and
disorganized were excluded. They were cunsidered too risky
for credit.

Some 3500 villages made up the Mali Sud project area,
and officials admitted that 15-20 per cent (at least 500) of
them did not have an association and it was considered they
had no chance of forming one. These villages were over-
whelmingly the poorest,

What infuriated me that day as I left Djiguiyara, remem-
bering the sunken eyes of young children abandoned by the
world aid effort, was that the needs of those villagers ran a
poor second to economic return. An aid project that was
supposed to help the poor was excluding the poorest. Five
hundred villages in just one area of one country had been left
out. I considered this an cutrage.

Later 1 heard that a local church was organizing to help
people in excluded viliages. That help could have made all the
difference between life and death for many people but it did
not alter the fact that the poorest wer: left 1o rely on chanty.

The Mali Sud project is sadly no exception. For the past
five years I have watched and noted the effects of official aid
on the poorest. The only conclusion I can reach is that such
aid only rarely gets through to them; that even those agencies
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that are trying hard to get aid through to the poorest are, in
the main, not succeeding. There are exceptions, but they are
fev in number. Aid will not reach the poorest unless the
reasons why existing projects are failing to reach them are
analysed in a constructive way. It is in this spirit that this
book is written. It comes about because of a gap in the litera-
ture concerning the faillure of official, government-to-
government aid. Roger Riddell, in Foreign Aid Reconsidered,
says that for many donor countries, issues such as this are
seen as complex and have either been ‘avoided or else not yet
answered’.!

In Does Aid Work? Robert Cassen points out that the de-
bate on whether channelling aid through projects gets it
effectively to poor people is ‘among the weaker parts of eval-
uation work’.2 The book devotes little more than 5 out of
400 pages to considering ‘aid and poverty’ and gives scant
attention to what, in human terms, might reasonably be con-
sidered the major question: ‘1Does aid work for the poorest?’

Here I want to concentrate on official aid projects which
are designed to benefii the poorest. The book tries to show
why most of these projects are not achieving their aims, but it
iooks too at those which are having success, examining what
is going right as well as wrong. It is about appropriate axd: it
looks at questions such as: What is the most appropriate
form of official aid for the poorest? How can official aid
change and become more appropriate? How can the technol-
ogy of aid-giving undergo radical ceform to benefit those who
need it the most?

I write as someone who is critical of most official aid to
date but who is nonetheless in favour of materially wealthy
nations sharing their wealth with poorer nations. I am, in
short, friend not foe of development aid, but friend of what it
could be rather than what it is in 1990. There are some
glimmers of hope.

By facing up to the questions, pinpointing what is going
wrong and identifying the obstacles that stand in the way of
the poorest receiving aid, and also looking at projects which
are working well, the book will, I hope, contribute to a better
understanding of the issues and help towards removing the
obstacles that stand in the way of getting aid to the poorest.
Often it is only when we get down to the fine print of poverty-
focused aid projects that we see the reasons why projects that
are suppos :d to benefit the poorest are not doing so.
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The challenge facing official aid is to be sensitive enough
not to make the lot of the poorest harder, and to prove that it
can actrually get aid to them. If official aid can demonstrate
this, 1t would earn far more friends in Western countries. It
wouid be making a contribution that would be seen to be of
ciear value. ‘Large parts of concerned public opinion want
foreizn assistance to be used primarily for helping the
poorest people in developing countries’, said the 1985 report
of the Organization for Economic Co-operation and De-
velopment (OECD).? If official aid can change to reach the
poorest, it would be seen by the general public to be meeting
real needs, making a contribution of considerable value,
helping to free people from poverty. Support for ‘aid that
works’ would grow. It is my hope that this book will encour-
age governments to take more concerted action on behalf of
the poor. Governments do not have to oppress the poor and
deny them: justice and their rights.

Part 1 is an overview of aid and the poorest; Part 2 pres-
ents case studies of how aid is failing to reach them. The
rather shorter Part 3 looks at examples of how aid is reaching
some of the poorest in Asia and Africa, and at the contribu-
tion of NGOS. I am aware that amid the failures in Part 2
there are elements of success, some of them promising. Also,
that in the successes of Part 3 there are still aspects which are
less than sausfactory. It is my own judgement that the pro-
jects in Part 3 have learned from mistakes and are
painstakingly on the right lines. By contrast, the projects in
Part 2 have some way still to go.

As Chapter 1 points out, around 500 million people lack
basic necessities and can reasonably be described as the
world’s poorest. Most of the aid projects aimed at the
poorest are targeted at this group. Within this 500 million
category, however, there are wide income differentials, with
the bottom half much poorer than the top half. This book is
concerned with all 500 million but, wherever possible, par-
ticularly with the poorer half. All divisions of the poorest are
arbitrary — ultimately you could divide down the poorest
until you reach the poorest woman or man alive! The poorest
10 per cent of humanity, especially the poorest 5 per cent,
seem reasonable percentages to take.

The main part of Chapter 1 looks at the record of official
aid 1o date; Pramit Chaudhuri then outlines ways in which
aid can reach the poorest. He says we should not expect toc
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much ‘from a small volume of aid facing a very large number
of people in poverty’. Nonetheless something should be ex-
pected from aid. And whilst aid may only be able to help ‘at
the margin’, the margin can be considerable. The right kind
of aid can be a stimulus, a morale booster that can help the
poorest out of the vicious circle of poverty.

IFAD was set up in 1977 to get aid trough to the poorest. It
has done some excellent work and has had a good press. Journal-
ists who have seen IFAD projects have generally given them the
benefit of any doubts they had. But IFAD’s record is chequered.
This book contains perhaps the first detailed criticism that has
been made of the fund’s work. Chapter 3 examines two IFAD
projects in Mali that are flawed and looks at why.

India is the world’s largest recipient of aid and the country
has a government that is more committed than many to help-
ing the poor. Chapter 4 looks at why most aid to India has
not helped the poorest. Mark Robinson considers UK aid to
Bangiladesh in Chapter 5, and Paul Mosley and R. Prasad
Dahal detail in Chapter 6 the protlems of a project in Nepal
designed to benefit small, poor farmers. Chapter 7 looks at
how a project designed to help low-income women in the
Philippines i1s missing the poorest.

Some things are going right with aid to the poorest and
chapters 8 and 9 look at successful projects in Africa and
Asia. Whilst it is true that aid is marginal to people’s efforts,
it can make the all-important difference. Aid can be a vital
first step on the ladder cut of poverty, as witness the people
who have benefited under the Grameen Bank project. But
even amid the successes there are often notes of caution to be
struck, as the<e chapters show.

Non-governmental organizations have proved they can get
help through to at least some of the poorest. They clearly
make a valuble contribution, and sould do more to help
official aid to be more effective. This is considered in Chap-
ter 10. The poorest are often disorganized, but are they pas-
sive creatures who are unable to organize? “The passivity of
the destitute exists only in the minds of those who dominate

tiem’, says Bernard Lecomte.4 Helping the poorest to or-
ganize so that they can benefit from aid projects is examined
in Chapter 10 by Antony Ellman.

Finally, the book asks what are ‘the lessons of experience
and draws conclusions as to how official aid needs to change
to help the poorest.




This book is critical of certain IFAD and United Natdons
Development Fund for Women (UNIFEM) projects, but
hope it 1s critical in a positive way. And I want to stress that it
would not have been written unless these agencies had

elped me to see their projects. So my thanks are due to
IFAD, The International Labour Organization (ILO) and
UNIFEM for making possible visits to many of the projects
described. In particular I want to thank Sergio Apollonio,
formeriy director of IFAD’s information department and his
colleagues Leonilda Garafola and Diedre Timpson-White;
IFAD officials in Rome, too numerous to mention, Debbie
Czeglady and Marilyn Carr of UNIFEM and Azita Berar of
I1.O. Also officials of the Mali Sud Rural Development Pro-
ject, the Mali Village Development Project, the Local Initia-
tives Support Project in Lesotho, the Flour Milling Project in
Gamt.a, the Rootcrops Project in the Philippines and the
Revolving Fund for Refugees Project in Sudan. In particular,
my special thanks are due te Pramit Chaudhuri, Mark
Robinson, Paul Mosley, R. Prasad Dahal and Antony Ell-
man for their contributions to the book.

I am aware that it 1s not easy for an outsider paying a
comparatively short visit to projects which are often quite
complex to get a full picture of what is going on. Differences
in languages do not help — the views of local people usually
have to be translated. And people may be reluctant to speak
out when project officials are present. I have always asked
that officials show me and tell me of the not-s¢-good side of
their projects as well as the good; most have been willing to
do so. But I accept that there are difficulties in this area.
What I have tried to do is to keep to the main issue and ask
the fundamental question as to whether the poorest were
gaining any benefit from the project I was secing,

In addition to project officials, my thanks are due to the
library staff at IFAD’s library in Rome, the Institute of De-
velopment Studies library at Sussex University and the Qver-
seas Development Institute library in Londen, My thanks to
Alison and Sharon for their invaluable help. Needless to say,
any mistakes are mine entirely.

John Madeley
October 1990
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;ART 1: The Problem

1 Introduction

Everyone seems desperately poor — even the relatively rich families.
Good Aid!

If the global aid effort could be harnessed for the needy in an
effective way it could play a significant role in helping to
reduce poverty. In 1988 the 18 Western nations who belong
to the Development Assistance Committee of the Organiza-
tion for Economic Co-operation and Development (OECD)
gave developing countries US$48.1 billion in development
aid; the Arab countries gave 1JS$2.7 billion and eastern Eu-
ropean countries US$4.7 billion; developing countries them-
selves contributed US$0.45 billion. The overall level of aid
was therefore around US$E56 billion.?

To many people the whole point of aid is to help the
people who most need it. Yet that is far from the present
position. “The worst forms of poverty are not being dealt
with’, says Peter Peek.? He cites the Maharastra Employ-
ment Guarantee Scheme in India. Farmers owning over 25
acres (14 per cent of landowners) had a 32 per cent share of
the area which benefited by the scheme; those owning less
than 5 acres (35 per cent of landowners) had only 9 per cent.
‘Simiilarly in a small-farm credit programme in Southern
Darfur (Sudan) the farmers who took advantage of the sche-
me had average incomes substantially higher than those who
did not.” Can official aid change so that it does help those
who are most in need?

Whilst the need to targei help to the very poorest is ob-
vious, it is of course ‘not always easy’, in the words of the
International Fund for Agricultural Development’s IFAD)
1987 Annual Report.* To make assistance availabie to all the
poorest is far harder than is often recognized; it is probably
the most immense task and the biggest challenge facing the
aid effort today. There are sizable obstacles. Difficulties and
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complex. -~ are invelved but are not impossible to
overcome.

Who are they and how many?

Who are the poorest? They are people who are ‘often likely
to be sick or malnourished, with few assets and large families
. . inarticulate, uneducated, unorganized, isolated ar-d non-
mobile’, says Robert Chambers.3 Hunger is likely to be their
daily lot. They are chiefly to be found across Africa, Asia and
Latin America, mostly in rural areas, although a growing
number are crowded into Third World towns and cities.

Many of the poorest are effectively disenfranchised. "They
may have no vote, no organization, no influence. Appearing
to have no power, they can safely be ignored by their own
government and politicians. How can they be defined? One
way 1s to take the number of people in the world whose
incomes are below un officially recognized poverty line. In
India alone this was estimated to be 275 miilion people in
1984--3, 222 mullion of whom live in rural areas.

Michael Lipton provides a working definition of the ultra-
poor as those who spend virtually all their income on food
yet cannot afford adequate calorific intake.®

How many are there? In 1988 world population stood at
5.128 billion.” According to a report of the Food and Agri-
culture Orgenization (FAQ) of the United Nations, Agricul-
ture: Toward 2000, the number of seriously undernourished
people in the world, that is those with food intakes less than
40 per cent above the minimum base rate of 1520 calories a
day, is 510 miilion.2

The study paints a stark picture. It says that between 1980
and 1985, food availability per head declined in 37 of 94
developing countries. Twenty-four ¢ the 37 were African,
with the effects of drought and deterioration of agricultural
conditions further reducing consumption. But the crisis is
wider. The economic crises of the 1980s have virtually halted
‘the rising trend of calorsfic consumption in Latin America’,
says the study. And whilst some parts of Asia have made
rapid strides in the past 30 years, it is sti!! home to ‘more than
half the total poor in ali developing countries’.

The hunger and gross poverty for over 500 million people
in a world that has enough food for everyone is a continuing
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scandal. Usualily these people have few resources and very
little to trade with the outside world. If they iarm, they are
subsistence farmers rather than cash-crop growers. It
appears that around one in ten of the world’s population
can neither grow enough food nor afford to buy enough
food for their proper nourishment. 'f their countries se-
cured a better deal from world trade it might benefit them
indirectly. Fairer trade is needed but it can be a blunt weap-
on for the poorest. Aia of the right kind can be far more
important.

Drefinttions of the poorest are inevitably unsatisfactory.
There is insufficient data, for exaiple, to tell us who the
poorest are withi families. Inequaliwv between the sexes is
severe in some countries. Women often have less to eat than
men, girls less than boys. A United Nauons Children’s Fund
(UNICEF) survey of a community in western Mali found
that 83 out of 412 children were not getting enough to eat
and that most of them were girls. “This is typical; we find 1t
everywhere’, said UNICEF country representative Tim
Stone, ‘malnutrition among girls is around twice as high as i1t
is among boys.’?

Identfying who and where the poorest are is difficult, as
Geoffrey Griffith highlights.!® But we do know that the
poorest often have insufficient land to grow food and can go
hungry even when there is food in the market place. Robert
Chambers writes of women inn 8r1 Lanka who had not eaten
for three days even though there was food in nearby shops.!!
Even at the height of the Ethiopian famine in 1984, aid
workers were reporting that food was available close to
stricken areas.

The World Health Organization {(WHO) estimates that 20
per cent of the world’s population, that 1s 1000 million
people, are diseased, in poor health or malnourished. If we
just take the worst-affected half of this group, we come again
to around 500 million people who are often likely to be ill
and hungry and who could reasonably be called ‘the world’s
poorest’. Robert Cassen says there is no evidence to indicate
that the bottom 10 per cent of income groups have been
affected, either negarively or positively, by development pro-
jects.!2 In other words, the poorest 10 per cent gained
nothing — but they did not have much to lose!

Reviewing Western aid to Bangladesh, a Chr. Michelsen
Instutute report has this to say:
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the benefits of aid have gone almost exclusively o a small minor-
ity of people well placed to exploit the opportunities it has cre-
ated. This picture of aid as primarily benefiting the ‘haves’ . . . is
also valid for Norwegian bilaterial aid.!3

Is official aid designed to benefit the poorest peoples? In a
section called ‘Why aid?’ the Pearson Report, Partners in
Development, said in 1969 that the objective of cooperation
for international development

. . 1s to help poorer countries move forward, in their own way,
into the industrial and technological age so that the world will
not become more and more starkly divided into the haves and
have-nots, the privileged and the less privileged.14

The use of the phrase ‘poorer countries’ .neans that the report
was talking chiefly about have and have-not countries rather
than peoples. This was an accurate reflection of the way West-
ern donor nations viewed development assistance at that time,

Helping countries to raise their overall level of economic
development was the primary aim. Countries first, and the
people of those countries only indirectly, was the hallmark of
bilateral (country-to-country) aid. And in the 1960s, even
the neediest countries were often losing out.

A significant proporticn of British aid goes to Common-
wealth countries. ‘But within the Commonwealth’, wrote
Judith Hart in 1973, *there has been no logical distribution of
aid according to the criteria of need’.!5 But the fundamental
problem with Western donor nation bilateral aid pro-
grammes was that although they helped economic develop-
ment in some countries, the benefits of a higher level of
development were not ‘trickling down’ to the poorest. They
remained little touched by the international aid effort. So
donor governments began to think again.

A 1975 British government White Paper, ‘Overseas De-
velopment, the Changing Emphasis in British Aid Policies:
More Help for the Poorest’, seemed to highlight an import-
ant shift of emphasis.’® British government aid, said the
White Paper, would

give an increasing emphasis towards the poorest countries {and,
furthermore} the government accepts that more should be done
to ensure that a higher proportion of British aid should directly
benefit not only the poorest countries but the poorest people in
those countrizs.” (author’s italics).
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The White Paper went on to say that as many of the poorest
lived in rural zreas, the new emphasis meant giving more aid
to rural development projects. But the strategy failed to her-
ald any major shift and was short-lived. In 1980 the new
Conservarive Government said that, in future, greater weight
would be given to financial, business and commercial consid-
erations. T'wo years later an independent report concluded
that the overwhelming majority of “ritish aid was failing to
reach the poor.17?

Among other donor countries, aid for the poorest was also
observed more in words rather than in practice. Pzul Mosley
notes that Denmark stressed its intention as early as 1972 ‘o
reach the poorest part of the populaton’.18 Yet, Denmark’s
aid agency, DANIDA, he points out, is ‘hyper-sensitive tc the
risk of appearing to impose its own priorities on recipient
governments . . . no references to a poverty strategy are made
explicitly in negotiations with those goveruiments’.

A 1984-5 Norwegian government White Paper refers to
the objective of aid as contributing to the creation of lasting
improvements in economic, social and political conditions
for the people in developing countries.!? At least this talks
about people rather than just countries but it does not go so
far as to refer to the poorest people.

The Dutch government decided to concentrate its aid on
countries that were trying, in its judgement, to spread the
benefits of development. Yet as Mosley points out, the coun-
tries chosen ‘might not correspond to every observer’s list of
the most equitable Jovernments’.20

is multitateralismn the answer?

The world’s largest multilateral aid agency (multilateral aid
is that given through international bodies, such as the UN),
the World Bank, makes a great deal of its ‘poverty-oriented’
strategy. “T'he central goal of the World Bank is the reduc-
tion of poverty;’, says the bank’s 1988 Annusl Report.2!
This 1s, at best, a misleading half-truth. Peter Peek points out
that the projects supported by the World Bank are largely
aimed at the better-off poor; the poorest 20 per cent scarcely
get a look in,??

The bank’s anti-poverty rhetoric can easily convey the im-
pression that is talking about the very poor. At worst, the
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bank is misleading the international community about what
it is achieving. Maybe 1ts projects are helping to reduce pov-
erty, although this is doubtful, but there is little or no ewi-
dence that its projects are reducing the worst poverty. In
some cases they serve only to reinforce it.

The snag is that the World Rank acts like a bank rather
than an aid agency. It talks and understands the language of
finance, not that of the poor. The World Bank’s bottom line
is that of banks the world over — profit, return on capital
emploved, rather than human need. Its commitment to ‘the
neo-classical theory of full-cost recovery’ from its poverty
rrojects makes impeccable sense for a bank.23 But not for an
aid agency that is sincere about wanting to reach the needy.

Having seen the World Bank in action in a number of
countries, my own view is that its officials rarely understand
the problems and aspirations of the poor. I have met its
country representatives in some of the world’s poorest coun-
tries who have shown what can »anly be called an arrogant
insensitivity to the needs of the poorest. The development
prciects drawn up and implemented in a World Bank office
are usually poles apart from local realities. But then the
world of a bank is so very different from the world of the
needy.

An international bank is hardly a suitable vehicle for gei-
ting aid through o the very noor. If the international com-
munity really cares about the poorest, then some
fundamental questions need to be asked about why it con-
tinues to allow a bank to act as the largest multlateral aid
agency.

Mindful of the slowness of change in international bodies,
the reality is that the World Bank may be around for some
time yet. If it is to make a start serving the very poor it needs,
at the very least, to examine its own rhetoric and, instead of
being carried away by its own claim to be reducing poverty,
to stop and leok at the evidence. The World Bank is not the
only aid agency that has failed to reach the poorest. In the
official aid effort overall, ‘people’ have run far behind fi-
nance, allowing little scope for the genuine participation of
the poor.

Bernard Lecomie notes:

Financiers claim to be realists; before spending money they need

to know what the proposed project will do, who is to carry it

through, who is to benefit . . . and so on. And when the project
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daly funded reaches the fieid, its promoters will look for the
local people’s backing and participation. Yet taking part in
something decided inx advance, and out of their hands, is seen as
insulting to community leaders.24

Village chiefs in West Africa told him of their experience with
an aid project — ‘they never came to ask our opinions to
suggest something that we can organise for ourselves’. Pro-
jects like that do not allow for the participation of any local
people, let alone the poorest.

As far back as 1974 the need for a different kind of organ-
ization was recognized at a major international food con-
ference in Rome. The world’s governments picked up a
suggestion which the then United States Secretary of State,
Henry Kissinger, and the Shah of Iran had put to the con-
ference and resolved unanimously to take action to ensure
that ‘within a decade, no child will go to bed hungry, no
family will fear for its next day’s bread, no human being’s
future and capacities will be stunted by malautrition’.

Having said that, donor governments realized that they
had to do something about it. The aid effort, as it was then
constructed, was clearly not going to pilay much of a part in
bringing it abour. So two new multilateral organizations were
set up, the World Food Council (WFC) and IFAD.

The WFC’s task is to help Third Werld governments for-
mulate policies to increase food output. in practice the WFC
has had an uneasy relarionship with the longer established
FAO and its potential has scarcely been realized.

It seemed that IFAD was an organization that could break
through the log-jam and get aid to the poorest. This had to
happen if the 1974 conference resclution was to get any-
where. As Chapter 2 shows, the agency which started off
with brave hopes and has had successes, has been scan-
dalously underfunded by the very governments that brought
it into being. As such it has not made the contribution it
might have done towards the realization of the aims of the
1974 conference. But what IFAD has done i genuinely to
try to get aid to the poorest. It has some - s failed, but
there are valuable lessons in the failures. In 1: 4D’s work the
problems can be seen more clearly and identified.

in 1984, the ‘decade to end hungcr’ was over. A 1984
UNICEF report made sad reading: “T'onight more children
will go 1o bed huugry, their capacities stunted, than on the
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night in 1974 when those words [about ending hunger] were
spoken’.25

Nen-project aid

Most official aid, bilateral and multitateral, is given to specif-
ic development projects. But non-project aid increased in the
later half of the 1980s, amounting 1 1989, for example, to
16 per cent of the World Bank’s toral aid. Does part of the
answer to getting aid to the poorest lie in more ron-project
aid so that recipient countries can use the money as they wish
for the relief of the worst poverty?

Much of the increase in non-project aid has come in the
form of finance for developing countries to undertake pro-
grammes of ‘structural adjustment’. (adjusting the structure
of an economy to try to make it more efficient). Such pro-
grammes often meant cutting government services such as
health and education and reducing subsidies. The losers were
inevitably the poorest. For them, structurai-adjustment aid
proved a hideous distortion of the kind of aid they needed.

There is an old but now largely discredited argumenst that
the poor have a better chance of being made stronger under
circumstances of economic growth. To rely on the benefits of
growth irickling down to the poorest is 10w seen to represent
the triumph of hope over experience.

Aid given without strings fo. ove:all programmes of de-
velopment (so-called programm.. 2'd) has the potential to
help the poorest — although its line to them may be long and
wear thin before it reaches the. Cassen argues that al-
though the poorest 10 j.or cent mav rot have gained much
{rom many projocts “in ierms of income or productive assets,
they do appecr t have ga:ined indirectly from those projects
which have chezpened theic food . . . and from z large num-
ber of projects in the welf.re sectors’.2¢ In a study of projects
supported by the British Government i (ajamarca, Peru,
Mosley takes the view, however, that if the poorest are to be
reached, ‘it must be done directly and not by hoping for
indirect spinoft’.27

Neither project nor programm¢ aid can reach the poorest if
recipient governments do not want to let it reach them. There
is a link between poverty and unrepresentative government.
No aid can get to the poorest in countries where government
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policies and development projects show no interest in allowing
any such thing, no interest in representing their needs. Politi-
cal commitment to reaching them is essential but often lack-
ing. Donors may not be asked to back projects that help the
poorest. There is some truth in the statement ‘If the poor stay
poor in developing countries it will often be because the less
poor in those countries want it that way. 28

Whilst this does pose a problem, donors are not powerless.
They can let it be known that requests for proiects which
genuinely help the poorest will be considered svmrathetically
and event given priority. What is clear is that i ¢the will of
Third World governments to reach the poore.. .xists, the
money is often lacking; it 1s this that links aid for the poorest
very firmly with the global economy.

If the goveinments of countries receiving aid want to help
official aid reach the poorest, there are certain changes they
could make: land reforin schemes are aighly beneficial;
minimum-wage legislation helps; subsidies for the poorest
are an option although not always administratively easy to
organize; the provision of health-care services has proved to
be of benefit — when sickness amceng the very poor has been
reduced, incomes have often risen because they are able 10
spend more of their time at work; ‘a good programme of
agricultural research and extension’, is listed by Albert Berry
of the University of Toronto as among measures that could
help; also ‘good prices for relevant farm products, primary
education, rural roads, a progressive tax system’.29

Harming the poorest

In some 1astances, official aid directly harms the poorest. By
heiping the slightly less poor at the expense of the poorest, it
can widen rural inequalities. Projects to help women, who
are usually poorer than men, have ended up strengthening
the men not the women! An IFAD-funded rice project in
(Gambia, the Jahally-Pacharr, was intended to help poorer
women to farm rice on their own land. But there is no trad:-
tion of women owning land in Gambia, a problem that was
not faced before the project started. As a result it was the
generally better-off men who kept the land, could afford the
supplies for agriculture and who reaped the project’s bene-
fits. ‘Despite considerable effcr's by program planners to
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maintain woinen’s access to the new rice technologies,
women farmers ended up mainly with access to lower-level,
lower-yielding rice technologtes’, said one report,3©

Large hydro-electric schemes, ‘official aid’ agency favour-
ites, which Hood people out of their homes benefit the better-
off who crn afford the electricity the schemes generate but
can be a aisaster for the poorest.

Frequently the poorest have been treated as disposable
pawns in grandiose schemes. There are all toco many ex-
arnples of this. In Sri Lanka I have seen 45 000 people forced
out of their homes through the building of the Victoria Dam,
Britain’s biggest-ever aid project it was claimed at the time.
People were removed from towns and villages where they
had lived all their lives so that the area could be flooded
under a scheme that would provide electricity to industry —
but not to the people flooded out. The people were never
consulted about the dam; they were told only it was coming,
Mournful dawn convoys of people were 1 be seen in and
around the town of Teldeniya, the heart of the new reservoir.
They left behind fertile land which enabled them to survive
and were taken inland to an arez of jungle country where
they had to prepare new land themselves, often with little or
no tools or services. The pitiful compensation they received
in no way made up for the heartbreak they suffered.

In Zambia’s Gwembe Valley, a very poor community suf-
fered when a hydro-electric barrage was built across the
Zambesi River, creating the world’s biggest man-made lake
but leaving local people to farm a tiny strip of land at the
lakeside, their good land submerged under the new water.

These are just two examples. Aid that is not aimed specifi-
cally at the poorest often ends up causing them harm.

Aid and povertyt
PRAMIT CHAUDHURI

Much public support for aid comes from the belief that it
helps the poor in the Third World. There have been few

t An adapted version, reprinted with permission from the Bulletin of the
Institute of Development Studies, 1986, Vol. 17, No. 2.
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attempts at systematic evaluation of the impact of aid pro-
jects on poverty. Aid can both heip and hinder in reducing
poverty. It can only do s0, however, at the margin and always
in the context of national policies and priorities, which it can
influence positively or negatively but cannot override. In far
too many developing countries, the poor have not been the
primary beneficiarics of development. The limited impact of
aid on poverty is part of that story.

Against the scale of needs, net aid, now and in the foresee-
able future, is rather smali for most countries with many poor
people. The structural characteristics of poverty make it dif-
ficult for external resources or agencies to reach the poor,
except in the context of a national policy that actively directs
such a process.

In so far as aid can assist the relief of poverty, it can do so
in four main ways:

O By contributing to the overall growth of the escriomy, it can
create the condidons for rising incomes and greater avail-
ability of the goods and services consumed by the poor.

O By financing specific projects or sectoral outlays of par-
ucular relevance to the poor, it can help to raise directly
the private consumption of the poor.

O By investment in social infrastructure, it can channel in-
come benefits to the poor, such as better education, health
or family-planning faciities.

O It can help to promote, or hold back, processes of social
and institutional change that are likely to benefit the poor.
Such changes are often essenual for a redistribution of
income-creating assets, such as agricultural land, to small
peasants and other low-income households.

Some of the poorer countries, such as Sri Lanka, or some of
the poorer relations in certain countries, such as Kerala in
India, have managed to bring about substaintiali improve-
ments to the weltare of the poorer sections of the population
in terms of consumption, literacy or infant monality, despite
modest economic growth. Nevertheless, in the poorer, popu-
lous countries of South Asia, and in most African countiries,
the number of people living in absolute poverty has been
rising.

The rural poor make up the bulk of people living in pover-
ty in less developed countries (LDCs); therefore efforts to
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reach the poor should be concentrated in rural areas. Most
people work in agriculture, either as small peasants or agri-
cultural labourers, and all of them spend a very large part of
their incomes, say 60-70 per cent, on food products of agri-
cultural origin.

Aid that increases the productivity of the poor peasants —
better implements, minor irrigation, flood control or better
rural roads providing access to markets — helps poverty and
does not harm growth. Aid that destroys, or helps to destroy
rural jobs, such as subsidized mechanization, harms the
poor. Aid that is directed towards increasing food production
helps the poor as consumers by improving availability and
reducing prices and,in the longer run, by encouraging agri-
cultural research in situ. The problem is that too little aid
does that. Even without aid to agriculture, too much of the
aid help: to spread labour-displacing technologies, to create
a market for donor country exports. The most obvious ex-
ample of such practices i1s probably the tractorization of
farming in South Asia.

Poverty-oriented aid policies are less likely to be fruitful if
pursued either within an inappropriate policy framework or a
worsening economic climate. Donor countries share respon-
sibilites for both, responsibilities that have not always been
carried out wisely. Recessionary policies in the international
economy can destroy export prospects for agricultural com-
modities in the short run and discourage investment in the
long run in the export sector. Sudden decreases in (govern-
ment) expenditure may shift the burden of the cuts dis-
proportionately onto the poor.

The overall impression from the case studies that were
carried out for Does Aid Work? was that donors had neither
an overall strategy towards poverty-elimination nor did they
pay adequate attention to the poverty-impact of aid-financed
projects. On the recipient side, pricing policies, choice of
technology, or ground rules determining access to scarce
mputs such as credit, all militate against the poor benefiting
from project expenditure.

However, there are some general principles, for don’ts,
rather than do’s. As yet we know far too little about the
nature and workings of the various forms of leakages that
deny the benefits of growth to the poor. There is ne evidence
of any inherent conflict between poverty-eradication and
profitability.




The poor are most likely to benefit from projects that are
directed exclusively towards theny; such as employment op-
portunities for unskilled labour or increases in the supply of
the cheaper food crops, such as millet or cassava, where it is
more difficult for the better-off to hijack the benefits. The
poor are least likely to benefit from large-scale, modern-
sector projects; the mdirect linkages are not strong enough,
And, compliccted, multi-obective, integrated rural develop-
ment projects seldom produce the benefits they promise.
Many countries do not have the administrative capacity or
skill-infrastructure that is necessary for success.

It makes more sense to design projects with clear and sim-
ple objccuives, such as improved irrigation facilities, that can
be implemented and monitored. In choosing such projects
one cannot assume simply that national policies interpret
local needs correctly, for example irrigation policies in India
and rural development policies in Tanzania. If the poor are
to participate in, and benefit from, such projects, the tech-
niques chosen have to be accessible to them in terms of
resources, being simple, inexpensive in terms of input re-
quirements, and low risk.

It is important tc take account of locally available re-
sources, and local agronomic conditions. Adaptability and
flexibility towards local needs and resources and conditions
are important attributes. Aid for tractors is a fairly clear case
of aid that does not meet these criteria and that might make
the poor worse off. Livestock distribution for the landless,
where good quality, healthy cattle are not locally available is
another. Lastly, the involvement and direct participation of
the intended beneficiaries in project design and implementa-
tion is an important means of ensuring that benefits reach the
target groups. It is quite often the case, however, that pro-
jects which benefit the poor, benefit the better-off even more,
thus exacerbating rural inequality.

The impact that aid can make in the agricultural sector is
critical to the well-being of the poor, both as producers and
consumers. There is evidence that aid has been successful in
this area by helping the poor as consumers, either by increas-
ing the production of staple foodcrops or by increasing their
availability to the poor. There is less evidence that aid has
helped the poor as producers; it has not been particularly
successful in redistributing productive assets to the poor. Aid
has not worked miracles for large numbers, but it has made
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certain things possible, and some others less difficult, for
significant numbers of the rural population, but only where
national policies and prioritics have not been pulling the
other way.

Aid can help in three main ways:

O It can provide resources such as rural credit or fertilizers,
or it can operate caparcity for producing inputs, for ex-
ample by financing fertiizer factories or irrigation
networks.

¢ It can improve the distribution of a given volume of output
over space or time through the creation of betzer storage
facilities or rural transport networks. The technological
requirements of such schemes are often locally available,
labour-intensive inputs rather than expensive imported
capital items such as tractors. In such cases, what is re-
quired is local-cost support, subject to two gencral pro-
visos that apply to all aid resources: such support has to be
for a clearly specified period, leading towards self-reliance;

Qﬂr'i 1t Fnrﬂinn_p rhna nmnanant hac tn hoe valinaed ar an
anda its .I.Ul\,.l.E \.du..u.:lx;s\. \,le;yuxx\dlu Nas o ¢ vailuca at an

appropriate shadow price.

O In the longer term, 1t can assist in agricultural research,
through technical and other means. The relationship be-
tween expenditure on agricultural research and its conse-
quent benefits in the form of a higher, or a more stable,
level of output is a complex one. It is undeniable, however,
that such expenditure has led to very substantial increases
in agricultural output in South Asia.

Many of the poor, whether very small cultivators or landless
agricultural workers, are not buyers of food, which forms the
largest item of their expenditure. An increase in the produc-
tion of foodgrains helps the poor by improving supply and
preventing too high prices, at least for large countries where
domestic food prices are not determined by world food prices.
The low priority given to agricultural research in sub-Saharan
Africa, the low levels of government recurrent finance devoted
to research expenditure, the lack of high-vielding varieties of
root crops and the stagnation of agricultural production in the
area stand in stark contrast to that experience.

In two articles in the 1970s, John Lewis stressed the case
for public works as a poverty-eradication policy. They are
one of the few direct means available to get to the rural poor,
especially the landless poor. They can adopt #exible, labour-
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intensive technologies, with a high ratio of wages to totai
costs, and can lead to the creation of useful rural assets. Such
rural capital formation only helps the poor if the cwnership
vests in the poor through, say, community development or
self-help schemes, or the assets provide continuous employ-
ment opportunities at above-subsistence wages. On the other
side, many public works sre ‘non-viable make-work sche-
mes’, and make heavy demands on local administrative re-
sources. Both wages and the assets they create can leak to
better-off rural households, benefiting the landowning
groups by raising land values.

Rural public works are not always effective at providing
continuous employment to the poorest groups of the rural
population, but can raise the incomes of parts of the lower
income rural groups for significant parts of the year.

The success or otherwise of public-works schemes in
lessening poverty depends critically on ensuring that the
wages that are created can be spent effectively on locally
available wage-goeds, without greatly pushing up their
prices. Schemes like poverty programmes are a roundabout
means of increasing the essential consumption of the poor,
especially food consumption. The question naturally arises:
can aid not be used to increase directly that consumption by
direct food transfers to the poor, through rationing or direct
subsidies? In the context of aiding ‘the poorest’, it is by no
means a rhetorical question as the poorest often cannot, for
one reason or another, participate to any significant extent
either in work or in benefits from asset ownership.

Other key factors required for the well-being of the poor
are literacy and health. These social components of con-

umption are best provided, in poor LDCs, through public

investment which in turn can be financed through aid. Prim-
ary literacy is important because it improves access to tech-
nology and resources. Female literacy helps additionally in
improving intra-family distribution and child-care practices,
and in reducing fertility.

The main social consumption components of improved
nealth starus are the availability of primary health care, pure
water and improved sanitation. Such investment as is re-
quired is costly for poor countries, not because unit costs
need to be high but because it requires a wide coverage of
these facilities to make an appreciable impact on a large and
dispersed population in rural areas. While the import-

15




content of such investment is low, or ought to be low if
appropriate modes of delivery are chosen, recurring local
costs tend to be high.

There are certain things that donors can do. and just as
important is what they can avoid doing. Teclinical assis-
tance, local-cost support and improvements in iocal admin-
istrative strucrures are what is often required. What is often
not required are imported capital inputs or, for exampie,
urban hospitals. In the urban sector, improvement in public
health facilities, water supply for the poorer areas, and ‘site
and service’ schemes are all important examples of aid col-
laboration. That such collaboration can be effective in what
might appear to be unfavourable environments is ex-
emplified by the Calcutta Metropolitan Development Sche-
me. The problem is the replicability of such schemes, which
depend on local skills and inittauve, as well as on finance.

Aid is more likely to make a positive contribution to
poverty-reduction where national priorities and policies are
poverty oriented. The guestion arises whether donors can
themselves influence those policies and priorities. The lim-
ited role of aid in bringing about institutional reform that
would facilitate a firmer attack on poverty can be illustrated
by two examples from within the sphere of agricultural pol-
1cy: iznd reiorm and institution-building.

The role of donor policy in land reform is likely to be
limited. The political and historicai circumstances in which
land reform was implementied in Taiwan or donor pressure
exerted in South Korea are not replicable, though wiere
national policy is geared to suca an objective, aid can help in
overcoming particular constraints. Years ago the World
Bank laid down very specific guidelines for its lending policy,
going so far as to exclude countries that were not willing to
promote land-reform policies. Not surprisingly, perhaps,
such sanctions are seldom implemented; nor is it clear that
such action would be fruitful if it were ro be another demon-
stration as donor power.

Too much has been claimed for aid by its supporters, and
toc much has been blamed on aid by its critics. Aid has in the
past made iittle direct impact on poverty, not least because
neither donors nor recipients had attempted seriously to
channel aid and other resources towards the poor. Yet much
can be learnt from the past experience about using scarce aid
resources more effectively to make an impact on poverty.
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2 The International Fund for
Agricultural Development (IFAD)

IFAD was created . . . to be different, to assist the rural poor by-passed
by development effores.}

I't was paRTLY due to the failure of official aid to reach the
very poorest peoples that IFAD was set up in November
1977 as a specialist agency of the United Nations. IFAD was
one of two agencies, the other being the World Food Coun-
cil, that came out of the food conference at Rome in 1974
(see page 9).

Governments committed themselves to take action to en-
sure that ‘no family will fear for its next day’s bread’. The
aim was noble. It suggested an all-out attack would be made
on the ancient enemy, hunger. IFAD was, it seemed, unique
in that 1t was given the task of getting aid to the poorest of the
poor, the people that other agencies were missing. Yet the
following years witnessed governments failing to put their
money where their mouths were. They underfunded IFAD
fromi the start and then continued to cut its funds, reducing it
to a pale shadow of the agency needed.

If governments did not really mean it in 1974, or maybe if
they simply underestimated the nature of the effort needed
to reach the poor, at least in IFAD they set up an agency
which has made an attempt to reach the poorest and whose
experience has helped to show more clearly what are the
problems of doing so.

The stated objective of IFAD is:

to mobilize additional resources to be made availabie on conces-
sional terms for financing primarily projects specifically de-
signed te improve food production sysiems, the nutritional level
of the poorest populations in developing countries and the con-
dition of their lives.2

17




The fund has a double ‘uniqueness’ — it is the only UN
agency to be joinily funded both by Western countries and
oil exporting countries which belong to the Organization of
Petroleum Exporting Countries (OPEC).

Whilst this joint-funding arrangement was heralded as a
breakthrough in 1984, involving the oil rich countries more
closely in the aid effort, the funds were voluntary and had be
replenished every three years. This was to cause seemingly
endless problems. IFAD was given US$1 billion for the first
three years of its work, from 1978 to 1980, with Western
countries contributing 58 per cent of the total and OPEC 42
per cent, It was replenishied on the same 58:42 basis for the
1981-3 period. Funds were then ‘increased’ to US$I1.1
billion, which was in fact a cut as this figure did not keep
pace with inflation. Sharper cuts were to follow.

During its first six years IFAD struggled to do things dif-
ferently from existing aid agencies. It took a many-sided ap-
proach, based on the fact that the causes of hunger are
complex and that, for everyone to have enough food, action
is needed on a number of fronts. It is not enough, for ex-
ample, just to increase food output; people go hungry, some-
times when food is plentiful, because they simply do not have
the money to buy food. As most of the hungry live in the
rural areas of the Third World this means that rural develop-
ment and action to raise the incomes of the poorest were
seen as essentual.

Under the guidance of a Saudi Arabian President, Abdel
M. Al-Sudeary, IFAD began giving loans to small farmers and
the rural poor, usually by working through an official develop-
ment agency in the aid-recipient country. Countries with a per
capifa income of less than US$300 1 1976 received interest-
free loans, repayable after 50 years, with a grace peried of 10
years. (A 1 per cent-a-year service charge was made.) Better-
off countries had to repay within 15-20 years.

By the end of 1983 IFAD was funding 135 projects which,
it claimed, would led to 20 million tons of additional food
output. But the fund was constrained both by its lack of
experience and by the demands of donor countries. It was
new and many of its projects were mounted jointly with other
agencies, such as the World Bank. Being new, it was uncer-
tain of its ground and tended to be pushed around by the
more experienced agencies. In the meantime, donor govern-
ments still expected it to show a good return on the aid funds
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it was using, and the US, for one, seemed satisfied. In 1984
six US government teams carried out a survey of 19 IFAD-
supported projects in 14 countries and seemed impressed by
what members of one team called the agency’s ‘careful stew-
ardship of resources’.3

In December 1983, however, Western and OPEC donor
countries had a serious disagreement on how IFAD should
be funded from 1984 to 1986, a disagreement which threat-
ened its existence. The dispute was over whether the percen-
tages the two sides contributed to IFAD’s overall funding
should change or stay the same. The OPEC group argued
that their economies were much weaker in 1983 than in 1977
and that they could not afford to pay as much. The United
States maintained that ‘burden sharing’ was a principle of
IFAD and must continue roughly as before.

But it seemed that whatever the percentages, IFAD was
going to receive less. In the United States the Reagan admin-
1stration was not keen on multilatera! aid agencies over which
it had little control — a stance from which ail the UN agen-
cies suffered. OPEC indicated that if Western countries gave
US$465m, then it would give US$295m. This made the
overall total only US$760m for three years, a sharp drop on
the 1981--3 period.

Although the OPEC offer would still mean that it contrib-
uted 39 per cent of IFAD’s funds, the United States stuck by
its insistence that OPEC pay a larger share. IFAD was
stymied for a few percentage points. In 1984 IFAD was a
fund with no funds, receiving no money for its work. It was a
tragic irony that in the very week in October 1984 when the
scale of the Ethiopian famine became known to millions, the
IFAD Governing Council met in Paris to try to resolve the
disagreement. It failed.

The leader of the US delegation, Richard Derham, said
that IFAD was formed on the basis of ‘equal participation of
resources’. But OPEC group spokesman, Faisal A. Al-
Khaled of Kuwait, pointed out that IFAD’s constitution said
nothing about burden-sharing and that countries should do-
nate to the fund in accordance with their ability to do so.

IFAD’s Algerian president-elect, Idriss Jazairy, asked how
it could be explained

to the 500 miliion men and women whose survival is threatened
by hunger and poverty that we cannot come to their aid because
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of a disagreement on a matter of principle that concerns the
provision of a few dozen miition dollars.

It would be a scandal, said Jazairy, if IFAD were allowed to
collapse at a time of such great ne+d in the world. It was clear
that the funa would run out of money by early 1985, causing
lending to stop. IFAD was in danger of becoming the first
UN agency to go out of business in the United Nations 40-
year history. The tragedy of the disagreement was that the
amount of money concerned was, relarively, tiny. Bula
Hoyos of Colombia, held the United States ‘solely respons-
ible” for the breakdown of the talks in Paris, saying that
IFAD was a victim of the US dislike of multilateral aid
organizatons.

Representatives of Western countries meanwhile waxed
lyrical about IFAD’s work. Ricnard Derham, for example,
stressed that IFAD had done more than lend money:
‘IFAD’s contribution’, he said, ‘goes beyond its own under-
taking; its influence on small farmer development has stimu-
lated other bilateral and other miultilateral programmes.’
Britain’s representative, Peter Mclean, said that IFAD has
been successful in persuading other development agencies to
back the approach of helping the poor, ‘and has built up a
considerable body of knowledge about how this can be done’.

For IFAD to receive such limited support, when it was at
least doing something to reach the poor, was bizarre. In 1985
the fund tottered on the brink of extinction, received nothing
and lending little, a grim testimony to the failure of donor
governments to fund an agency that was more urgently
needed than ever. In January 1986 the issue was settled but
only by a savage cutback in the le.el of funding. Donors
agreed to give IFAD US$487m for its work over the 1985-7
pertod, Western countries pledging US$276m and OPEC
US$184m, a 60:40 divide. The developing world itself con-
tributed US$27m. In real terms, IFAD had little over a quar-
ter of the funds it had had for its first three years. The lower
level was offset a little by a decision to set up 2 Special
Programme for Africa to help councries badly hit by drought
and desertification.

Squabbling has continued to mar the fund. Only after
more prolonged negotiations was the IFAD Kkitty replenished
for the 1988-00 period with US$522m, again a cut in real
terms compared with the previous three years.
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Despite its limited budget, IFAD ended the 1980s in a
more confident mood. ‘IFAD’s survival as an institution is
no more an issue’, Idriss Jazairy told the 1989 Governing
Council. Lack of funds was still, however, a constraint. The
British government representative, Ian Buist, teld that same
Governing Council that ‘the fund cannot expleit more than a
fraction of the opportunities that cry out for action’. But
funding problems were to some extent offset by the fact that
a number of IFAD’s early loans were being repaid in the late
1680s, and repayments would flow more rapidly in the
1990s. This will enable the fund tc move closer to being a
self-funding organization.

Achievements

It is IFAD’s claim that its first ten years ‘have confirmed that no
people are too poor, too isolated or too marginalised to be
beyond the reach of effective projecs’.® It has impressive
achievements to its credit. Between 1978 and 1989, IFAD
loaned over US$2.9 billion to some 266 projects in 93 develop-
ing countries, loans which have attracted an additionai US$8.2
billion from governments and other development organiza-
tions. Seeds, fertilizer, tools and low-interest credit found their
way into the hands of farmers and landless people who had
previously received little cutside assistance. IFAD’s estimates
suggested that its projects would lead to an additional 24m
tonnes of cereal being grown, helping 180m of the world’s poor.

The agency claimed that it had exploded the myth that the
poor are beyond reach and had increased understanding of
how to help them. It has shown longer established develop-
ment agencies, such as the World Bank, that helping the
poor 1s an economic proposition, and that poor people are a
largely untapped resource capable of producing a great deal
more food and increasing their incomes if they get the right
kind of help from outside. When, for example, the World
Bank was asked to fund the Grameen Bank project in
Bangladesh, it said no. Borrowers had no guarantees (o offer.
IFAD helped the World Bank to see that it is rio use talking
about helping the poor unless the poor are treated us trust-
worthy. It has helped in a small way to nudge the bank away
from rigid criteria over lending to the verv poorest in the
developing world. Repayment rate on Grameen Bank’s loans
is over 98 per cent (see Chapter 8).
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IFAD has funded the less fashionable agricultural research
that tries to increase yields of those foods on which the
poorest rely, has worked more closely with non-
governmental organizations (NGOs) than other official aid
agencies and has emphasized since the mid-1980s the way
that poverty is damaging the environments of the poor, thus
reinforcing their poverty. And it has had some notable suc-
cesses with low-cost credit schemes. IFAD claims to be pur-
suing ‘a new approach, stressmg people’s participation . . . it
has sought to enlist the active participation of the beneﬁc:~
aries in the projects it supported from the design stage
onwards’.>

Richard Bissell, the US representative on the 1988 IFAD
Governing Council, told the council that ‘IFAD has reached
the poor by consulting them first’. It is true that, especially as
it gained in experience, IFAD has made a determined at-
tempt to base its projects on what the poorest wanted. The
IFAD-funded Local Initiatives Support Project (LISP) in
Lesotho is an outstanding example of this (see Chapter 9).

And yet IFAD’s rhetoric is overdone. IFAD glosses over
some of the very real problems in reaching the poor and 1t
is less than forthcoming about its own failures. Whilst it
talks of involving the poorest at the design stage of a project,
it does not say that such attempts have usually failed —
because the poorest are usually not organized sufficiently to
take part. The effective exclusion of the very poorest from
two projects in Mali illustrates the problems (this is discussed
in Chapter 3).

Poor people are often unable to organize themselves into
groups that satisfy the world of official projects. They do not
conform to what outsiders are looking for. The harsh experi-
ence of life of people who live in the poorest villages may
have ileft them demoralized and perhaps apathetic about any
structured plan. They may not want to do things the way
outsiders think they should — which makes it risky for do-
nors to support them.

And the poorest are usually reluctant to take risks: ‘For
very poor people’, says Peter Evans, manager of LISP, ‘the
risk of getting involved in a project is too high. They are
scared of loans, scared to work in groups.’ The pilot scheme
that LISP launched to overcome this difficulty has shown
that there are ways round the problems. But they need care-
ful, patient and painstaking attention to detail.
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If there is an organizational problem getting aid through to
the poorest, there are other obstacles tco. Putting credit into
the hands of resource-poor farmers, says IFAD, i1s one of th=
best ways of releasing their potential to grow more food.
‘Well-designed credit programmes can play a major role in
reaching the rural poor’, says an IFAD study of 27 projects
which are providing credit for the rural poor.®

The Grameen Bank project is an excellent example. But
there are snags; in practice there are financial considerations
that can exclude the poor. Any aid project wants to be suc-
cessful. In the case of IFAD projects, there is a desire to help
the poor and to prove that the poor are a good risk. The aim
is laudable, especially as practically no other official develop-
ment agency is doing it. Donor countries welcome the fact
that the poor are being reached, but at the same time they
want to see ‘success’ in terms of accountability and ‘respons-
ible’ use of aid funds. Donor countries expect projects to be
financially viab-le. This means that people who are judged to
be risky, usually the poorest, are unlikely to receive loans.
‘For aid agency decision makers, a ‘“‘good”’ project is one that
enables a particular goal to be achieved most expeditiously
and reliably with lowest costs and highest returns’, says Ber-
nard Lecomte.”

Project managers on the ground have a legitimate concern
to ensure that their project 1s a success. IFAD-supported
projects will typically lend money at between 10 and 20 per
cent annual rate of interest. Managers want to achieve max-
imum repayment rates, convincing their donors back in
Western capital cities that they are worth backing. But this
seems to require that agencies have to be careful about who
receives loans. IFAD 1s often reluctant to admit publicly to
these contraints, although IFAD officials do not hide them
privately. But without open recognition of the problems,
there 1s an air of unreality about the fund’s operations, for
millions of the very poor will stay beyond IFAD’s reach.

In some IFAD-supported projects there has been a lack of
sensitivity to the needs of the poorest which is disturbing —
in the Village Development Fund Project (VDFP) in Mali,
for example (see Chapter 3).

IFAD also indulges in too much hype over the amount of
money it spends on administration. Its claim to be one of the
most cost-effective UN agencies is reasonably sound.
‘IFAD’s cost effectiveness’, says its 1983 Annual Report, ‘is
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demonstrated by its average administrative costs in the past
six years which have been less than 5 per cent of the amount
of loans and grants approved each year.’® But this is a half-
truth. The fund tends to overlook the amount of project
money that is spent locally on administration and manage-
ment. In some projects over a fifth of the money allocated to
a project can go to cover local administrative costs. In the
cast of the VDFP in Mals, for example, 19.6 per cent is spent
on project management and control, monitoring and evalua-
tion studies, and this does not seem to be an unusual percen-
tage. If this project is typical, then IFAD does not spend 5
per cent on administration, monitoring, management and
evaluation. The real figure, taking both head office and local
spending into account, is around 25 per cent — and it could
be much higher.

Such costs are nonetheless still low for an official develop-
ment agency. But IFAD’s strength in keeping administrative
costs down 1s a weakness in that the fund does not have the
money to have its own resident representatives on the
ground in developing countries. In joint projects the bigger
agencies, the ones who can afford to have people on the
ground, tend to get their way.

How many of IFAD’s projects are reaching the very
poorest? Between 1985 and 1989 [ visited ten of the fund’s
projecis.? There 1s no doubt that the poor are being reached.
But are they the poorest, the ‘bottom 10 per cent’, the people
most at risk when famine looms? Some of the projects I have
seen were impressive and in some instances the poorest were
being reached. But institutional, administrative, financial
and other constraints mean that many of the poorest are still
being missed.

In Bangladesh, for example, the South West Rural De-
velopment Project has helped many poor farmers to raise
food output, but farmers with holdings of less than an acre
are not eligible for membership of the co-operative society
through which the project operates and are thus excluded
from its benefits. And even though the Grameen Bank pro-
ject has succeeded in reaching many of the poorest, even
here the better motivated and organized poor seem to be
more numerous among the borrowers than the very poorest
and demoralized poor.

The VDF?P in Mal has helped many farmers to double
their food output in one of the world’s harshest environ-
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ments. But only villages with recognized associations are
eligible for loans — and they tend to be the better-off
ones.

Whilst the LISP project in Lesotho has a number of excel-
lent features, there is one aspect of it which acts as a deter-
rent to the poor being included. People are encouraged te
form groups to breed chickens, either in battery or deep-litter
style. In practice it is battery units that predominate. Credit
is given to allow people to buy a 200-bird battery cage cost-
g around US$350. The people who take out loans (mostly
women) have few assets and a commitment to repay a sum of
money which is enormous by Lesotho standards — US$350
is more than the average annual income per head. The very
poorest are unlikely to be willing to take such a risk. This part
of the project is irrelevant to them and inconsistent with
IFAD’s founding principles. For the very poorest it would be
better if the project gave much smaller loans to encourage
improved ways of keeping free-range hens; or, alternatively,
the deep-litter system would not involve purchasing cages.

IFAD still has some way to go. There may even be an
inconsistency berween its desire to reach the poorest, risky
people as they seem to be, and its role as an international
fund. Its 1987 Annual Report, states ‘each IFAD project. . .
must also satisfy rigorous economic and financial criteria
consistent with the norms of international finance’.10

And yet are the poorest so risky? The experience of the
Grameen Bank suggests not. In a number of other IFAD-
funded projects, the poorest have also proved themselves a
sound financial risk. But the poor who are disorganized, and
find 1t difficult to satisfy the requirements of official aid pro-
jects, have found themsclves excluded from fund projects in
some countries. This sits uneasily with the agency’s claim
that no one 1s beyond reach. No one should be beyond reach,
but existing policies make many of them so.

If IFAD has some way to go, for the sake of the poorest, it
has to get there. IFAD could help overcome the problems of
the disorganized poor by working with NGOs on the spot to
help the poorest organize. It has to work with both donor and
recipient governments 1o get over the problem of financial
constraints that effectively exclude most of the poor. If the
neediest are to be helped then there has to be a positive bias
in their favour, and such a bias is likely to make it necessary
to put people first, economics second. Somehow this has to
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be shaped into a coherent framework, a difficult task but vital
if the yuality of aid is to improve and the poorest are to be
reachca.

The poorest need to be trusted more, and trusted on the
basis of the use they have already made of official aid funds.
If official schemes are to embrace the neediest then what
seems a risk will often have to be taken. Whilst donors may
view this with trepidation, if the very poorest cannot be
reached by aid, then its entire rationale might be called into
question. Governments, both donor and recipient, need to
recognize the dilemma and work with IFAD and other agen-
cies to overceme it for the sake of the poorest.

A more basic question is whether, in any case, official aid
policy can go beyond economics and financial rates of return
and consider need first, rates of return second. This would
entall donor governments relaxing their financial require-
ments — surely not out of the question as we are talking
about aid and not a commercial transaction.

IFAD’s work has helped some of the poorest; its limited
funding has hindered its work but its experience has helped
to identify problems. It is therefore making an important
contribution. But to claim that its work confirms that ‘no
people’ are too poor to be beyond the reach of effective
projects is an overstatement that hides the chLanges in aid
policy which still need to be made. IFAD should ease up on
its rhetoric, admit to problems which need to be overcome
and build on its valuable work and experience to bring every-
one within reach.

The International Labour Organisation (I1LO)

The ILO was established in April 1919 and became, in 1946,
the first specializea agency of the United Nations. Its pur-
pose is to contribute to the establishment of peace by pro-
moting social justice and to improve ‘through international
action, labour conditions and living standards and to pro-
mote economic and social stability’.

The vast majority of the world’s poorest live in the villages
of the developing world, and ILO Convention 141 says that
‘the importance of rural workers in the world makes it urgent
to associate them with economic and social development
action if their conditons of work and life are to be perma-
nently and effectively improved’.
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The II1.O claims to have become the chief UN agency
responsible for encouraging the participation of the rural
poor in the development process, and in 1977 it established a
programme to this end. The purpose of the programme is to
‘promote an equitable and participatory pattern of develop-
ment through encouragement of autonomous, democratic
and self-reliant organizations of the rural poor’.!

In April 1985 the ILO drew up guidelines on how particip~
ation of the rural poor can be promoted. These were based
on field experience: they first looked at the notion of people’s
participationn. This is understood to mean that the poor
should have a say in the decisions which affect them, pool
their efforts, share risks and responsibilities, as well as re-
sources and benefits, to attain the objectives they themselves
set and be allowed to operate within free and independent
organizations.

The approach to promoting participation, the guidelines
continue, is to help the rural poor develop their own truly
independent vrganizations in accordance with ILO stand-
ards and principles. Such organizationis may take various
forms — trade unions, co-operatives, action committees, as-
sociations and movements.

But who is to do the promoting? The task ‘requires experts
and consultants with a new style of work and experience’, say
the guidelines. Such initiators need to understand the con-
cepts of participation and be familiar with the successes and
problems of participatory projects. What they must not do,
however, is act as ‘top-down’ officials; they need instead to
develop their approach with the rural poor themelves:

Such resource persons can be found in several institutions and from
grass-roots experiments in Third World countries, as well as from alter-
naiive movements and institutions in indusirial countries, They are also
emerging from the rural base communities.

The guidelines therefore see non-governmental organization
(NGO) workers, including established workers’ organiza-
tions, playing a central role in promoting participation. Gov-
ernments and officials who are sympathetic to the concept
can advance participation, although big budgets do not nec-
essanlly help this kind of work and can even disorient it.
Small sums and seed-moneys have been found more appro-
priate. ILO support for a credit project among refugees in
Sudan shows that an official aid agency can get through to
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the poorest (this project is detailed in Chapter 9). And there
have been other successes — in Niger, for instance, where an
ILO-supported co-operative development project helped
people to establish cereal banks to stabilize prices. The pro-
ject benefited a highly impoverished group that had pre-
viously lacked any outside assistance.

Such projects are, at present, the exception rather than the
rule: ‘A large majority of beneficiaries of II.LO projects are
poor’, said an ILO official, ‘but there appears to be a tenden-
cy to target the upper 50 per cent of the poor income groups
to the exclusicn of the lower 50 per cent.” An ILO-supported
refugee project in Somalia, for example, aimed to include the
poorest, particularly women heads of households. But it pro-
ved difficult to identify the poorest refugees and ensure that
they were offered the opportunity to participate. The project
staff had to rely on camp authorities and refugee women’s
leaders to select participants, and this was not always done in
a satisfactory way,

A cottage industry project for rural women in Bangladesh
provided centres to train rural women in a variety of skills.
On completion of the course, the trainees would be helped to
obtain access to credit facilities and to market their products.
Though the project was designed originally for rural women
belonging to the poorest economic strata. It turned out,
however, that many trainees were semi-urban women who
had a better educational background compared to the
national average with only 5 per cent of them being totaily
illliterate. Their families were generally better off than those
of the landless peasants.

At the same time it was observed that the local élites —
landowners, tradesmen and moneylenders — were heavily
involved in the project. They particpated in the implementa-
tion commitiees which co-ordinated the training centres. An
evaluation, carried out in 1988 after the project was com-
pleted, observed that, partly because of the active interest of
the local élites in the project, most of the trainees came from
semi-urban families and did not include an adequate number
of the rural disadvantaged who were the target groups of the
project.

The I1.O has assisted the development of public-works
programmes in a number of poor countries. These pro-
grammes vary, but usually take the form of a government
body undertaking a ‘public works’ project, employing the
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poor on its construction and so increasing their incomes,
albeit for a short time period. But the poorest do not al-
ways get the jobs. A survey of public works projects found
that people employed under a project in Burundi, for ex-
ample, had more education and owned more livestock
than the average population. The survey observed that the
choice of location for the project was not altogether con-
sistent with the aim of helping the poorest regions and
populations.

And the benefits of public-works programmes often go to
larger farmers and better-of villages. In an ILO-supported
irrigarion scheme in Tanzania, the average size of the farms
benefiting from the irrigation channels was higher than the
average 1n the project district. Also in Tanzania, a rural water
supply project was set up in villages that already had limited
supplies not available in other villages. A review of a small-
scale irrigation project in Bangladesh observed that in three
of the four project areas the average size of the beneficiaries’
landholdings was higher than that of the district; on the other
hand, the workers employed during the construction phase
were clearly from among the poorest. The ILO is doing
much valuable work in reaching the poorest but, like IFAD,
it still has some way to go.

The United Nations Development Fund for Women
(UNIFEM)

if you find ways to benefit women . . you help those most in

need, for they are at the bottom of the pile in male-dominated

Third World socigties. :
Good Aid

Talk to people in the huge UN building in New York about
UNIFEM and a glazed look will more often than not come
over their eyes. Dedicated UN workers will confess they have
never even heard of this small organization that is trying to
promote women’s development.

Under its present name, UNIFEM has only been in exis-
tence since 1985; its predecessor, the Voluntary Fund for the
United Nations Decade for Women, was set up in 1976.
UNIFEM 1s one of the smallest UN agencies — its annual
budget is only around £8m, but smallness allows it a flexibil-
ity which is a strength for reaching the poorest peoples.

29




Whilst accurate statistics are not available, it is highly likely
that women account for constderably more than half the
500m people numbered among the world’s poorest. The
reasons for this are not hard to find. In practically every
country, women are to a greater or lesser degree exploited by
men. Visiting a village in Mali 1 talked with a group of
women who were drawing water from a well. ‘We can’t talk
much’, one of them said, ‘we are very tired, our energy is
gone, cur backs are aching.” Meanwhile the men of the vil-
lage sat under a nearby tree discussing contemporary affairs,
but presumably not the state of women!

In Africa women grow around two-thirds of the food.
Often they receive less education and training, are often not
allowed 1o own land and are barely recognized in legal sys-
tems. Most policymakers are men. It is men who frame pol-
icy for women.

Government policies frequently overlook the needs of
women, sometimes showing little or no regard for the contri-
bution that women make. But then housework is not in-
cluded in narional economic statistics, neither is food grown
by people for their own consumption. Food policies are too
often drawn up with scant regard for helping the women who
grow most of the continent’s food. Most agricultural exten-
sion staff in Africa — the people who advise on how to grow
more food —— are men, not women. But then most of the
students in agricultural colleges are men.

UNIFEM has a dual role. It draws attention to women’s
needs, supporting national institutions that are working to
ensure that women are involved in the mainstream of deci-
stons affecting development rather than be left on the fringe. It
also supports practical projects to help low-income women.

The roots of the problem lie deep — more boys than girls
are to be found in most schools in the developing world, and
1t 1s not surprising that more men than women are in posi-
tions of authority. In Gambia, the UNIFEM-supported
Gambia Women’s Bureau is working for change to allow
women to be more involved in the mainstream of develop-
ment decisions. The bureau started in 1980 in order to ad-
vise government on all matters affecting the welfare of
women and to promote development activities that would
enhance and lift women’s status.

Until 1971 not a single woman had ever been employed in
the top grade of Gambia’s civil service. By 1990, a small but
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encouraging number of women were employed in the higher
reaches of government. More women are undergoing skills-
training than in the 1970s: women are¢ being trained as engi-
neers, welders and motor mechanics and there has been an
increase in the number of trainee agricultural extension
workers. The bureau has also campaigned for, and won,
changes in the legal system to help Gambian women, par-
ticularly married women. If a wife is deserted, her income is
likely to drop, but, until recently, she received little if any
compensation. Now she has the legal right to a reasonable
sum.

Concerted lobbying by the bureau resulted in changes in
the pattern of a rice project in Gambia which was supposed
to benefit women but which was failing to do so because
women cculd not own land. A practical project, funded by
UTNIFEM has supplied milling machines to 15 Gambian vil-
lages and saves women hours a day hand-pounding grain,
releasing them for other tasks and providing a good example
of how to take womien into account in a development project
(see Chapter 9).

But neither is UNIFEM immune from the problems which
beset other agencies which are genuinely trying to get aid to
the poorest. Its root-crops project in the Philippines, de-
scribed in Chapter 7, shows how women who had not at-
tended school are excluded — in practice, the very poorest.
The legitimate ambition of project managers to ensure that
the project is a success makes it difficult for them to take a
chance on people who cannot read or write. Again that is
understandabie: but again the poorest do not receive any
help.
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These three women, who number among the poorest of the poor in Lesotho, are being
helped under an IFAD project to grow more food. (Photo: John Madeley)

A womann receiving a loan through the Grameer Bavnk in Bangladesh, an z*movatm
credit scheme targeted at the landicss labourers. (Photo: IFAD)




PART 2: Some official-aid
failures

3 Mali

Mali Sud: too poor to qualify

Ir 1977 THE government of Mali launched the Mali Sud
Rural Development Project to try to develop the southern
region of this landlocked, Sahelian country. Fertile and un-
derdeveloped, the region has generally good rainfall and vast
areas of idle land, the result of shortages of both financial
resources and people — under-population being a very real
problem. Although Mali is a famine-prone country, the UN
Food and Agriculture Organization (FAQ) believes that its
agricultural potential is one of the best in West Africa, even
though little food grows in the arid northern and central
regions.

Extended for a further five years in 1983, the Mali Sud
project received US$84m for the 1983-8 phase, US$61m of
which was foreign aid, IJS$26m from the World Bank’s In-
ternational Development Association, US§13m from IFAD
and the remainder from French and Dutch governments.

The experience of the first eight years contains many
lessons for countries which are thinking of embarking on
rural development schemes designed to help the poorest.
The million and a half people in the project area live in small
towns and some 3500 villages. Cotton and a variety of food
crops are produced in an area which extends due east from
the capital Bamako to the Burkina Faso border, and due
south to the Ivory Coast. In the more northerly part of the
project area, east of Bamako, annual rainfall of around 400
millimetres (mm) permits only the growth of millet and a
limited number of vegetabiles. Further south, some areas en-
joy as much as 1400mm of rain a year.

Responsible for the project is a public body known as the
Malian Company for Textile Development (CMDT), a some-
what misleading title for an organization concerned with
broadly based rural development. The projec. s objectives
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are to: increase the output of maize, sorghum, millet, cotton,
cowpeas, rice and livestock; improve financial retusns to the
farmer; promote village development associationis (VDAS),
‘securing improvements of agricultural production through
applied research’; and raising living standards in the project
area through village water supplies and basic health
services. !

Specific targets included doubling the area of land which
grows maize, tripling the outpurt of rice, increasing sorghum
and millet production by 50 per cent and raising rural in-
comes. It was also hoped to increase annual cotton produc-
tion from 115 000 to 157 000 tonnes. Overall the project was
an attempt by the government to overcome famine by regain-
ing the food seif-sufficiency the country enjoyed in the 1960s.

In its first eight years, the project’s undoubted achieve-
ment was that it helped to increase food ourput. The area
under maize increased by around 60 per cent, and outrput of
the staple foods sorghum and millet was stepped up by about
10 per cent, with yields averaging 850kg per hectare in the
drought year of 1984, much the same as in years of more
normal rains durnng the early 1980s. Rice output increased
with help from Chinese experts, and cotton output also rose.

Some of the project’s aims need, however, to be ques-
tioned. One aim is to double the output of maize, a crop
which demands consistent applications of water. Mali has vir-
tually no irrigation and rainfall is erratic. Although the statis-
tics are impressive — in some regions the area growing maize
trebled between 1980 and 1685 and output increased despite
drought conditions -— there have been disastrous failures.

In Ciesso village, for example, .n south-eastern Koutiala
region, where people were encouraged to plant maize, the
whole of the maize crop was lost in 1984 because of irregular
rainfall. Whilst miilet and sorghum had been harvested,
stores in the village were virtually bare by the end of March
1985, leaving the 2000 villages to face five hungry months
before the next harvest. Encouraging some of the world’s
poorest farmers to grow maize withour irrigation is taking a
huge gamble with their lives, about which agricultural ex-
perts might have been expected to be aware.

Credit
The Mali Sud project’s biggest failing is that it is not helping
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many of the poorest people in Mali, those who are close to
famine. An insufficiently publicized fact of famine in Africa is
that only the poorest die. It is they whe cannot afford to buy
food and, in many cases, are not being helped to grow it.

Under the Mali Sud project, credit and technical advice
were offered to farmers who wanted to develop new land and
buyv seeds, ferulizers and equipment. The project’s policy
was 1o give such assistance only through officially recognized
VDAs (known locally as tons) or villages considered likely to
form one. Villages that have received help have clearly bene-
fited; standards of living in these villages have generally risen.

But no help was given 1o villages that do not have a VDA;
they are excluded from the project. It is there where a poten-
ually good project falls down — whcle villages are cut off
from a scherne that could be helping them.

VDASs tend to exist in the better-off villages — better off
not only in material terms but where there is more motiva-
tion and organizational skill. CMDT officials estimated that
in 15-20 per cent of villages in the project area, at least 500 of
the 3500 villages, there was no chance of a VDA being
formed. Yet the people in these villages, which are over-
whelmingly the poorest, are the people who need most tc be
mcluded.

The wealthier villages were able to offer guarantees that
they could repay what they borrowed — and some villages
are wealthier not just in money terms but also in organiza-
tional ability and commitment. The poorer villages were not
so lucky, and their experience in 1985 showed the effects of
exclusion from the Mali Sud project. The village of
Dijiguiyara (referred to in the Foreword) is one of the poorest
in the area. In March 1985, following two years of drought,
its 200 inhabitants were almost destitute. Their harvests had
been meagre, food stores were bare, money had run out and
people faced starvation.

Engaged in a desperate struggle to stay alive, they were on
the brink of being dragged into the African famine. Like
others in a similar predicament, they were selling their cattle
10 raise money for food, even though they rely on cattle for
the ploughing season. Yet it was people like them who, above
all, needed help from the Mali Sud project, and they were
not getting it. In all, over half a miilion of the country’s seven
million people left their homes in the spring of 1985 to mi-
grate to better-off areas further south.
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One of the biggest problems facing Mali’s poorest that
year was the shortage of seeds for planting. They could not
afford seeds and had little chance of obtaining the quite small
amounts of credit needed to buy them. With the conditions
of the Mali Sud project as they were, people in the poorest,
non-VDA villages were unable to borrow and were depend-
ent on voluntary organizations and churches to organize the
distribution of seeds to help them. Therefore many of the
poorest could not borrow to buy life-saving seeds from a
major rural development project run by their own
government,

In Mali an official agricuitural research station at Cinzana,
near the town of Segou, is trying 1o develop millet seeds that
will give higher yields. Probably nothing would help the
poorest more than if they could obtain seeds that would
enable them to produce twice as much food. But the ques-
tion is: how are they to get them when they have no money or
credit? Unless the poorest are included in projects like Mali
Sud then there is a question mark over the value of such
research.

Tight credit restrictions are also applied to VDAs which
seek a loan from the Mali Sud proiect. The Zanradougou
VDA in the south-east of Mali, near Sikasso, applied for
loans to buy cows following an outbreak of discase which
killed the cows of 15 out of the village’s 19 families. A new
cow costs £ 150, a sum which very few people in the village
could afford. The project offered people £120 credit for a
cow, leaving them to find the 30 difference. Most were
unable to do so; the poorest were again denied credit because
they were too poor. Only the richer families were able to buy
new Cows.

It was unrealistic for the CMDT and World Bank —
which as the major aid donor had a large say in the way the
project was run -— to insist on guarantees from people who
have nothing. As it was, this large international aid project
was, ludicrously, bypassing people who were close to famine.

Whilst a policy of ‘ng credit without guarantees’ may be
safer and understandable in economic terms, it has the dis-
unct disadvantage of leaving out the very poor who most
need credit — an omission that may have cost lives in the
mid-1980s. A credit programme that meets both need and
economic considerations s possible. People with a low
st.r "+d of living are often experts in how to use scarce
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resources. They have to be to survive Andithey are likely to
get a high return on the hmited amounts they seek to borrow.
In countries as diverse as Bangladesh; Sudan and Lesotho
the poorest have been loaned money, even though they had
no material guarantees to offer, and have proved they could
repay. ¥

Official developmem projects need to prove that they can
help those most in need or disillustonment with them will
grow — and it will be left to non-governmental organizatons
to pick up the picces. If hungry people are offcred credit and
technical help then an important breakthrough is possible.
The key questions confronting policymakers are therefore:
Who are the people who are suffering most from under-
development’ How can projects be geared to helping them?
And if there is a risk in lending to the neediest, can aid be
mature enough to take it? '

When I published an article about the project I was tele-
phoned by an official of the World Bank. He insisted that I
had made a mistake and that no villages were excluded from
the Mali Sud project. The village of Djiguivara, he said, must
have been outside the project area. This was manifest non-
sense as the village was almost in the very centre of the area!
But this rather clumsy attempt to gloss over the project’s
inadequacies appeared to highlight a split between the World
Bank and IFAD. The World Bank was keen that credit only
be given to those who looked a solid credit risk; IFAD was
keener to see that aid reached the poorest. As the stronger
pariner, the bank got its way but, in this case, IFAD’s hand
was strengthened by the publicity. Following an article about
the project in the May/June 1985 issue of International Agri-
cultural Development magazine, this letter was received fiom
Jaap Reyymerink, [FAD project controllar:

1 refer to vour article “T'oo Poor to Qualify’ about the Mali Sud
Rural Development project. You state that the poorest farmers
have been excluded from the project. Your worries have been
ours since IFAD decided to co-finance the project. As a result
the project includes a study on the economic conditions of the
present 30 per cent of farmers who are not organized in VDAs;
most of them lack agricultural equipment such as a plough, a
seeder or oxen. It appears that ownership of such equipmentis a
critical element in improving yields, production and incomes. I
am further pleased to inform you that as a result of discussions
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between the co-financiers of the Mali Sud project, the CMDT
and the BNDA (Banque Nationale pour le Développement Ag-
ricole) a draft agreement has been reached under which CMDT
will distribute credit to farmers in villages like Djiguiyara [men-
tioned in the article] where no Viliage Association has yet been
formed, and on terms and conditions which ‘take into account
the specific economic situation of the farmer’. I hope this infor-
mation shows that the project 1s taking into account the condi-
tions of the smaller and poorer farmers and that the
modification you seek has already been made [published in the
magazine’s July/Augus: 1985 issue].

This development was heartening. It exposed the World
Bank’s attempt to say that the village I visited was cutside the
area, but, far more important, 1t shows that organizational
problems have no need to stand in the way of the poorest
receiving credit. There are ways round the problem -— if the
will exists to take them. Yet 1 am still wondering whether
such a policy change has been implemented. From seeing a
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seemed that the lessons had not been applied, and this time
there was no World Bank involvement. The following case
study shows ihat, left to its own devices, IFAD was still party
to the philosophy of ‘no credit except through Village Asso-

ciations’ which again excludes the poorest.

The Village Development Fund Project (VDFP)

The US$9m VDFP, in the Segou region of Mali, makes low-
interest loans to peasant farmers and enjoys a repayment rate
that any financial institution would envy -— almost 100 per
cent. The project, which is almost wholly financed by IFAD,
covers an area of the Segou region which is semi-arid, with
poor soil, few natural resources, little rainfall, a declining
stock of trees but a great deal of sand. Illiteracy among vil-
iagers borders on 100 per cent; there are few effective gov-
ernmen. services. Nearly everyone is poor, although some
are poorer than others.

Agriculture 1s mainly subsistence; the chief crops are mii-
let, sorghum, fonio (a mili/sorghum type grain with good
drought-resistance) and, to a lesser extent, cowpeas. Vegeta-
bles include potatoes, cabbages, onions and tomatoes.
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Groundnuts and peanuts are grown in somse villages. Cattle
are kept by people who can afford them.

Set up in 1985 the VDFP is clearly benefiting some village
communities. The project gives low-interest credit to farmers
in 85 of the region’s 439 villages, to help them to buy drau-
ght oxen, sheep and goats, agricultural tools and fertilizer.
Loans are channelled to them through Mali’s Banque
Nationale pour le Développement Agricole (National Bank
for Agriculrural Development).

Farmers are charged annual interest of 9 per cent with
repayments due over a 5-year period. Those who want a loan
put their proposal to a meeting of the village community —
and it 1s an assembly of the whole village that has the final say
and which is then responsible for seeing that repayment is
made. A community seeking a loan has itself to put down 10
per cent of the value of the money it seeks 1o borrow.

By 1988 the VDFP had loaned just over US$1m to around
3000 farmers 1n 85 villages, making the average loan about
US$350. Over two-thirds of the money borrowed had been
used to buy draught animals which, in turn, helped farmers
to extend the area under crops.?

Under the VDFP, villages qualify if they are organized into
a ton, the recognized village unit of organization. But being
organized into a fon is no guarantee that a village will be
included. Villages are selected for inclusion if they sausfy
quite nght criteria. VDEFP manager, Abdou! Kader Maiga,
said that a community must have a record of being trustwor-
thy, it must have social cohesion, with people co-operating
well and it must have a good record of paying its taxes (the
government imposes a flat-rate tax on all villagers); it must
also have the potential to expand the cropping area.? ‘Itis the
willingness of people to take advantage of the credit that we
are looking for’, he said. ‘And the project makes it clear that
the poorest in the village must gain — if that is not agreed,
then there 1s no loan.” Women farmers have, he said, re-
zeived loans for gardening activities, also for goats, to try to
increase milk supplies.

The project is intended to transform people’s mentality’,
saild Abdoul Maiga, ‘to encourage them to organise and
manage their own affairs. In other words to bring about bet-
ter trained villagers.’

In a small village called Sinebougou, some 200 miles from
Segou, the president of the village committee, Demba Di-
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allo, whose chief crop is millet, was one of the first farmers to
receive a loan from the VDFP. He used a US$600 loan to
buy three oxen, a plough and several bags of fertilizer. Before
receiving the loan he ploughed by hand and could not farm
more than five bhoctares, only about half his land area. Now
he says that his cxen enable him to crop double that area and
cover ten hectares. In the first two years after taking the loan
the fertilizer helped increase the yield of the miilet from 600
to 800kg a hectare. His total harvest was over four tonnes a
year higher. He kept some of the extra food for his extended
family of 20; some he sold in nearby towns.

In total the farmers of Sinebougou village have received 40
oxen from the fund which has enabled them to double the
area under crops. Many other villages covered by the project
report similar increases. In one of the very poorest areas of
Africa more food is therefore being produced for both rural
and urban communities.

The project also makes loans available to help people to
diversify away from dependence on agriculture and so have
more security when drought strikes. Loans have been made
for setting up village shops, blacksmithy work, carpentry,
trading animals, and for selling salt (which is often difficult to
obtain) sugar and petroleum. Villagers have received help to
improve literacy skills and health care. Some villagers now
have their first-ever literate people.

The innovative nature of the VDFP has brought it into
conflict with the Mali Government. It is supposed to have an
applied research component, to be carried out under the su-
pervision of existing government institutions. But no research
1s taking place because of a conflict between the fund and the
government institutes. “The researchers came to us with the
ideas which were basically top down’, said Abdoul Maiga; ‘the
project did not want that; we want basic research to be done
on farmers’ fields and for progress to be built up from there.’

Problems also arose for a seed multiplication centre which
again was due to be part of the project. ‘An existing seed
centre wanted to develop seeds for big farmers, not poorer
farmers’, said Abdoul Maiga, ‘we want to develop drought-
reststant seeds which will help safeguard vields when drought
strikes.” Mini-seed multiplication centres have now been
established in different villages.

The project’s interest in improving health-care facilities
brought a clash with the Ministry of Health over the best way
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to go abour this. It was agreed eventually that the VDFP
should help to train volunteer primary health-care workers.
“The project has made a big impact on health’, claimed Ab-
doul Maiga, ‘every village now has its own drugstore.” Re-
payment rates on loans are good:

Most credit schemes for small-scale farmers have not worked
because they were too flexible [he continued]; extensions to re-
payment periods were granted too easily and the farmers got
away with too much. We realize when there is a genuine need
for an extension of the re-payment period.

The VDFP 1s working for the villages it covers because they
had to satisfy fairly strict criteria before they could be in-
cluded. Villages that seemed financially shaky and which
posed a repayment risk were, however, excluded. The pro-
ject’s careful selection of villages is undoubtedly a key reason
for 1ts success; it 1s also the reason why it has failed to reach
people in the very neediest villages,

For villagers covered, the extra area under crops afforded
them some shielding from the effects of the severe drought
which struck the area in early 1988. In Sinebougou, yields
were half the normal but more land was under crops —-
which meant that the villagers had just about enough food
whereas previously they might have experienced severe shor-
tages. But many villag=rs not covered by the project ended
up as famine victims.

The village of Bambougou, for example, was not included
in the project. In February 1988 its 800 inhabitants faced
starvation after one of the worst harvest in living memory.
They were particularly unilucky with the rains, and their food
crops were decimated. Whereas the villagers normally har-
vest around 600kg a hectare of their staple food millet, in
October 1987 they harvested only 30kg. ‘On most of our
fields we had little more than stalks’, said a villager, looking
over fields that resembled a dustbowl.

The people had little in their barns and very littie money to
buy food outside the village. ‘There are people here who
don’t know whether they will eat today’, said the village
headman. But Bambougou did not gualify under the VDFP.
The people were badly organized and very poor. In early
1988 many of them sold possessions o raise money for food,
or abandoned their homes. A considerable movement of
people began — in search of food and work, they trekked

41




hundreds of miles to Mali’s more fertile southern regions and
also across the border into the Ivory Coast.

Bambougou village lies on the slopes of the River Niger; a
simple pump from the river to irrigate the land would give
villagers the chance of expanding the area they crop, planting
vegetables and enjoying a more nutritious diet. They cannot
afford to buy a2 pump and are not judged credit-worthy
enough to borrow money for one. Their need cried out
for assistance but they were just too poor for an aid project
supposed to help the poor to want 10 lend them a
hand.

Bambougou’s experience was not untypical of mainy of the
poorest villages in the region. Not organized well enough ro
have a ton they are excluded from the VDFP. Even if they
have a ton the criteria for selecting a village for inclusion in
the project inevitably mean that villages and peoples who are
poorer in social cohesion and community spirit, where they
do not work together well for whatever reason, find it diffi-
cult 1o pay their taxes (maybe because of genuine shortages
of money), who have limited land and cannot expand their
cropping area are not considered eligible for loans.

Such villages are unquestionably ‘poorer villages’, poor
not just in material terms but in many other ways. The
people who live there are likely to number among those who
do not satisfy the world of official aid projects.

To extend credit to zll villages, those without a ron and
those with a comparatively weak organization, would be to
take a risk. Repayment would be more uncertain, the success
of the proiect might be in jeopardy — and what good is a
failed project to anyone? Most credit schemes for small farm-
ers have failed in Africa. There was a desire to prove that the
VOFP would work — and within its own parameters, work it
does. But although peor farmers are receiving help, many of
the neediest still look on. The VDFP is still failing them.

Abdoul Maiga pointed out that the project is experimental
in nature and that there are hopes to extend it with the aid of
additional finance — which would certainly be needed if all
villages in the region were to be included. But a dangerous
gap was opening up in the region between project and non-
project villages. The policy of the Mali Government is not
helping the project to get aid to the poorest. It appears to be
official government policy in Mali that lending is only done
to villages who are organized into a ton.
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Criticisms of the project for failing to reach the poorest are
typically met with ‘everyone is poor in Mali. The project is
reaching some of them.’ Within the confines of most credit
programmes, including the VDFP, measures can be taken to
reach more of the neediest. What the VDFP could do, for
example, is to have small teams of people whose sole job it is
to help villages without a ron to form one. This would be
consistent with the project’s expressed purposce.

Beyond that lies the wider question of whether {FAD, and
the donor countries that fund it, are prepared to get credit
through to all villages, even if some appear to present
difficulties.

No market for the nuts

One arm of the VDFP encouraged resource-poor farmers to
grow more peanuts, groundniuts and cowpeas. Some farmers
who have used loans to buy oxen, agricultural equipment
and fertilizer, claimed to have increased their output of such
crops as much as five-fold.

When they came to sell these products, there was however
a problem -— there was no market. A small local demand
existed, but no market for the bulk of what they produced.
As they borrowed money to buy supplies to increase output,
they had to repay the loans without having income from the
nuts. Many could only make those repayments by finding
money from elsewhere, sometimes by berrowing from
moneylenders or selling possessions.

“The problem is one of over-production’, one village presi-
dent told me. The problem was also that too little thought
had gone into examining a vital stage of the food chain.
When the project was devised it seemed a good idea to en-
courage farmers to increase the output of cash crops and so
give them a regular cash income -— in what had beenr: pre-
viously predominantly subsistence villages.

But no one thought hard enough about the market for these
extra crops: it was just assumed there would be one. A project
document states: ‘All incremental production not censumed
on the farm would easily be absorbed on the regional or Mali
domestic market and/or neighbouring countries.” This proved
to be wildly optimistic and completely unfounded.

The project manager, Abdoul Maiga, tried hard to find
markets both in Mali and abroad but with little success.

43




When local traders were approached to buy nuts they offered
only a very low price. Again the price offered for cowpeas
was so low that it did not cover the costs of production.
Attempts were made to sell the surplus in other regions but
there is limited purchasing power within Mali. Foreign
buyers told Abdoul Maiga that the quantities involved were
not large enough for them to buy. There were, for example,
1000 tonnes of surplus cowpeas available. To the small farm-
ers of Segou region, this sounds a hefty amount; foreign
buyers said it is not enough. Adding to the villagers’ problem
is the fact that they had no adequate storage facilities for
their surplus foods — something to which the project was
begining belatedly to turn its attention.

‘Increased output, no market’ can spell disaster for poor
farmers. The lesson from this part of the project is that mar-
kets have to be tested carefully and found before small farmers
are encouraged to increase their output of market-bound
food. It cannot be assumed that firm markets exist; peasant
farmers cannot survive on imaginary markets.

Thus the poor farmers of the region who were persuaded
te grow nuts ended up not benefiting from the project. For
them it was more serious than that — they ended up worse
off than they had been before, having to pay for the mistakes
of an aid project.
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4 Missing the poorest in India

A SIZEABLE PROPORTION of the world’s poorest people live
in India. A nationat survey in 1983-4 showed that 37 per
cent of India’s population live below the poverty line —
around 275 million peopls of whom over 220 million live in
rural areas.! They live in a democracy and under a govern-
ment that is more committed than many to poverty allevia-
tion, even if that commitment is often honoured more in
rhetoric than in substance. But foreign aid to India, substan-
ual as it has been over the years since 1950, seems to have
done little to help the poorest out of their poverty.

“The pursuit of growth has been the major plank of anti-
poverty policy’, says §. Guhan, ‘supplemented with fiscal re-
distribution, better regional balance and encouragement to
smaller entrepreneurs in industry, agriculture and the tertiary
sectors.’? For the poorest, this seerns ominous. Aid to help
economic growth is, for a start, not likely to trickle down to
them. Guhan roted in 1988 that anti-poverty aid has “firmly
entered the agenda of both bilateral and multilateral aid pro-
grammes in the last fifteen vears or so . . . it has become very
much part of the rhetoric of the international community’.?

The main plank of the government’s anti-poverty strategy
has been its Integrated Rural Development Programme
(IRDP), which began in 1980. This programme finances,
through a combination of loans and subsidies to households
below the poverty line, a variety of income-earning schemes
to increase the assets of the poorest, including irrigation
wells, milch cattle, draught animals, poultry, carts and facilit-
ies for small businesses. The IRDP is not supported by for-
eign aid but is nonetheless worth some mention at as it
appears to suffer from many of the same problems of aid-
funded projects for the poorest.

In the period of India’s Sixth Five Year Development
Plan, from 1980 to 1985, the IRDP channelled 17 billica
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Indian rupees (Rs) to 17 miliion families. Bur on the basis of
reports prepared by banks, government agencies and inde-
pendent field researchers, ‘serious drawbacks’ were identi-
fied, concluded Hansen (in 1987):

A significant proportion: of beneficiaries have proved to be
households above rather thar below the poverty line. These are
not eligible for IRDP coverage but have clearly infiltrated the
target group because of wilful or faulty identification by the
official machinery.4

The ‘poorest first’ principles, laid down in the programme’s
guidelines, have not operated in practice, and schemes fi-
nanced under the IRIDP have failed to generate incomes to
the expected levels. The programme

relies overwhelmingly on government and commercial bank bu-
reaucracies for its delivery system: their motivation, adequacy of
training, ability to resist corruption and pressure from a variety
of local élites strongly influences the end results.®

In short the IRDP sufiers from many of the limitations that
foreign aid projects for the poorest also meet. The ;roblems
of helping the poorest often lic deep in cultural and admin-
istrative systems; for a programme to break through, with or
without the support of foreign aid, is extremely difficuit.
Writing in 1987 Hansen said that ‘with all its apparent weak-
nesses, the IRDP is accepted as the current development
panacea’.®

Such an acceptance of a weak programme as a panacea
does nothing for the poorest, although it highlights the fact
that the difficulries of getting aid to *aem are often seen as so
enormous that it is easy to give up and settle for second best.

What of aid-funded projects? There are few specific eval-
uations of their impact on the poorest in India, although
there are studies concerning the access of the poor to the
benefits of the ‘green revolution’ and activities such as irriga-
tion, credit, dairying and social forestry that have been popu-
lar with aid donors. The benefits of high-yielding seed
varieties certainly appear to have gone to more affluent farm-
ers in India, because of the access they have to land, credit,
subsidies, exiension services and irrigation.

Let us look at just six examples of aid that is either not
reaching the poorest, is detrimental to, or a mixed blessing
for, them.

46




lrrigation

There have been a number of ‘big dam’ schemes in which the
poorest have lost out. India’s Madhya Pradesh state, one of
the country’s poorest, is home to the Bango Dam on the
Hasdeo River. Partly funded by the World Bank, this was
intended to provide electricity and irrigate 800 000 acres of
land, many miles away. But some 70 000 acres are being
flooded, 29 villages submerged and 3000 families flooded
out of their homes. Few received compensation.

An official of the aid agency Oxfam described one village
he visited:

The whole viliage had just received duplicated letters stating
that they had been allocated 150 square feet for their houses at
the new site. They had no idea what this meant and were
shocked when we showed them a room of that size. Charan Sar’s
house measures around 400 square feet, with a further 800
square feet for bullocks and household jobs. His newly acquired
plot will have to do everything that the existing 1200 square feet
does — on just one eighth of the size.”

The US$100 million Bhima Command Area Development
Project has helped farmers in the and region of the Deccan
Plateau in Maharashtra, some 350km south-east of Bombay,
to increase food output, alleviate their poverty and improve
the nuirition of themselves and their families. The project
has made irrigation available to change the traditional rain-
fed agriculture of the area, which is subject to frequent drou-
ght, to an irrigated, multiple-cropping area capable of im-
proving yields.

Partly funded by IFAD the project began in 1980 and was
developed in the context of India’s development planning as
one of six schemes designed to speed up the rate of new
irrigation in Maharashtra. it has brought year-round irriga-
tion water within reach of nearly 100 000 people who live in
farming villages in the area’s 189 villages. Small farmers,
those owning five hectares or less, make up over 60 per cent
of these families.

The trrigation system operates through a recenty com-
pleted dam, the Ujjani, a reservoir and a network of canals.
Through the system, water is provided to each farm at a flow
of 30 litres per second, which is roughly the amount that the
farmers needs for his crops. A rotational water-supply system
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has been introduced whereby a fixed period of time is allot-
ted to each farmer receiving water; this ensures equitable
distribution.

Farmers were initially reluctant to take advantage of the
irrigation and there were also construction problems. By
1988 the percentage of the area for which vear-round and
full benefits are available was still small — 6716 hectares or
about 11.6 per cent of the planned area. Because of the
problems with the canal construction works, some of the
farmers can only receive irrigation water during the autumn
and winter.

Both vields and incomes have increased, in soine cases
substantiaily. Yields on those farms which are benefiting
from year-round irrigation have risen from about 0.4 tonnes
per hectare (t/ha) to an average 1.28tha for jowar
(sorghum), and from .70 to 1.45t/ha for groundnuts.
Sugar-cane yields have increased from 85 to 140tvha. Farm-
crs with only autumn and winter irrigation have also in-
creased their yields in a more limited way. While, however,
the irmgation has led many farmers to seize the opportunity
to get more from their land, there have been wide variations.
Yields of wheat have varied from between 5 to 40 quintals a
hectare and of jowar from between 6 to 30 quintals. This
suggests that agricultural supplies were not available when
they were needed.

The average net income earned by the year-round bene-
ficiaries was Rs4640 per ha in 1985-6 as compared to
Rs1277 for farmers with only winter season irrigation and
Rs455 in non-irrigation areas. IFAD claims that the reduc-
tion of poverty in the areas receiving year-round water is
considerable — that before commencement of the project,
only 39 per cent of the farm houscholds were living above the
official poverty line but that by 1986 the number of benefici-
ary households living above this level had nearly doubled, to
74 per cent.

A spin-off from the project has been the stimulus it has
given to development in the area. Increased groundnut pro-
duction, for exarnple, has given an impetus to investment in
otl-crushing units: new units were initially being set up at the
rate of over 50 a year and each employed about five people.
The additional activity in groundnut crushing has led to in-
creased production of oilcake which serves as a valuable cat-
tle feed. The increased flow of rural development has helped
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1o slow down the flow of peopie migrating from the area.
Before the project started, many small and marginal farmers
were leaving their villages in search ot employment. With the
introduction of irrigation, people no longer have to migrate
to find work and have returned to their villages to lead a
settled life.

The Bhima project therefore has many favourable aspects.
But it has a negative side. An IFAD evaluation reports had
this to say:

Some pecple have also been hurt by the project. The Bhima
Reservolr inundated 29,000 hectares and some 57,000 people
had to be relocated due to the submergence. The relocation
programme has been a very bitter experience for some people. It
is a sad commentary that . . . four years after compietion, thir-
teen more villages where people are 1o be resettled are still not
ready for occupaticn.®

What also seems to have happened _: that many women in
the project arca were burdened with increased livestock re-
sponsibilities. With the additional carmmings the predomi-
nantly male farmers purchased more draught and milch
animals. It was the women who were expected to look after
them, usually for pothing, which merely increased the
amount of unpaid work they do.

Too little thought had therefore gone into helping the
people due to be resettled (the people who lived in the villages
due to be submerged), and to the effects on the poorest, the
women. A more sensitive and thoughtful approach to matters
such as these when the project was being designed and
planned could have offset the suffering of the poorest.

Health

The Norwegian Government is aiding the All India Hospizals
Post Partum Programme which provides family-planning
services, maternity and child-care schemes, and health and
nutrition education. In practice it has ‘primarily been a pro-
gramme for the deiivery of female sterilizations’, according to
Stein Hansen, ‘with additional services provided for ante-
natal and materniiy care, including abortions.”®

Bur an important limitation of the programme, Hansen
points out, was that even after it had been extended to sub-
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district level, it still did ‘not reach the majority of poor rural
women, who have little or no access to services, unless there
is a conscious attempt to reach women’. Poorer women are
handicapped, said Hansen,

by their poor status in the family and society, the remoteness of
their villages from district and sub-~district centres and their lack
of knowledge about the programmes. Thus without an effective
community-based infrastructure and maternal and chiid heaith
delivery, the provisions of ante- and post-natal care and under-
five immunisation are severely limited.

One needs to question, according to Hansen, whether this
programme was

appropriate for support by a donor who is aiming at poverty
alleviation ., . . it would be more logical to assist directly pro-
grammes for maternal and child health care, literacy and educa-
tion for women. Such programmes could ensure that women
make their own conscious choices regarding reproductive cori-
trol and gain confidence.

Integrated Child Development Services (ICDS), a major
Government of India programme launched in 1975 during
the Fifth Five Year Plan, is a social development programme
receiving Norwegian aid. The programme operates in a lim-
ited number of rural blocks and poor urban settlements in all
states.!'? It was the first attempt at an integrated approach to
the physical, social and psychological development of the
child. The objective is to develop a delivery model for welfare
services for the age group O to 6 years, and for pregnant and
lactating mothers. The comerstone of the model is the an-
ganwad: (or health and education centre) at village/poor ur-
ban settlement level. It is operated by a grass-root level
worker — the anganwad: worker.
The services provided by the anganwadi are:

O health check-ups of children in the age group { to 6 years,
and pregnant mothers;

O supplementary nutrition for children in the age group 0 to
6 years, and for lactating and pregnant mothers;

O mmmunization of all children in the age group 0 to 6 years,
and of pregnant women;

O wreatment of minor ailments and the referral of children in
the age group 9 to 6 years, and of pregnant mothers;

50




O nutrition and health education for women; and
O non-formal, pre-school education for the age group 3 to 6
years.

In operation, the programme has had a number of problems.
Its success hinges on the motivation and capability of the
anganwadi. They are, for the most part, women with little
education who are underpaid and overworked. They receive
very little practical help from the supervisory structure which
sometimes operates as a policing system rather than an enab-
ling one.

The operation of the centres is handicapped by lack of
infrastructure. In most places there are no separate buildings
to house the anganwadi activities, and it is very difficult to
hold pre-school activities without buildings. In other cases
the pre-school activities often deteriorate into highly regi-
mented, poorly run formal classroom situations.

The nutrition programme suffers in many areas because of
poor management. The health aspects of the programmes
are dependent on the co-ordination between the government
health infrastructure (which in most parts of India is weak at
the local levels) and the ICDS programme. The activities for
women are often not treated as an integral part of the
programine.

Despite these deficiencies, Hansen considered the pro-
gramme as one of the most successful in reaching the poorest
and most vulnerable sections of society:

O it has a good chance of having a sustained nutritional im-
pact on poor children in the most vulnerable period of
their lives (0 to 6 years);

C it relieves the domestic work-load of working-class
mothers in rural and poor urban settlements;

O 1t creates an opportunity for engaging women in education
and subsidiary income occupations;

O it provides the best available opportunity of delivering
health care to the most vulnerable sections of the popu-
lationn, namely mothers and children;

O it1s a pregramme which employs primarily women; and it
is therefore an opportunity for women workers to develop
skills and become key workers in development.

But the problem with labelling projects like this a ‘success’ is that
the shortcomings can be masked and nothing done about them.
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Credit

Credit can b= a vital way of reaching the poorest but credit
which is used to buy tractors is virtually guaranteed 1o make
the poor poorer, accoraing to Paul Mosley, writing in
1987.1! Yet aid from the World Bank and the British govern-
ment’s Overseas Development Administration (ODA) has
allowed farmers in India, in practice the richer farmers, to
secure credit to buy tractors and combine harvesters, Inev-
itably this has been to the detriment of the poorest.

In some areas of northern India [said Mosleyl, such as Punjab
and Haryana, the extra demands for labour imposed by the green
revolution have caused increases in wages, and larger farmers
have been tempted to counteract these increases by purchase of
machinery. These purchases have since the early 1970s been fi-
nanced through India’s National Bank for Agricultural and Rural
Development (NABARD) which is in turn supported by the
World Bank and ODA through long-term aid programmes.!?

According to Mosley, neither the World Bank or the ODA:

has shown proper awareness of the need to press NABARD not
to use its lending for this purpose if the poverty-reduction aims
of the current Indian five-year plan are to be realized. The lesson
of not giving aid directly 1n tracter form has now, it seems, been
learnt; but not the dangers inherent in credit programmes which
can be diverted to secure the interests of rich farmers.!?

Fertilizer

Launched in 1982, the British government eid-funded Indo-
British Fertilizer Education project (IBFEP) is claimed to be
one of the largest ‘poverty-focused’ agricultural extension
schemes in South Asia.!? Britain has given aid of £30 million
to the project which, it ts claimed, affects 125 000 farmers
and 4500 villages.

The official view, say Steve Percy and Mike Hall, is that
IBFEP is "the most successful, best focused and most effec-
tive of British aid projects in India’. The project has encour-
aged people in the states of Assam, Bihar, Madhya Pradesh,
Orissa, Uttar Pradesh and West Bengal to use more fertilizer
and higher-yielding seed varieties (HYVs).13

“The scheme works on the model farm principle’, accord-
ing to Percy and Hall. Each year two viillages and an area of
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approximately 62 hectares are taken. As Indian agronomist,
Mimai Pal, told them:

The majority of farmers are small and marginal, owning less
than two hectares; they are supplied with HYVs, fertilisers anc.
pesticides at a 50 to 30 per cent subsidy. Technical advice is
given throughout.

Yields in the demonstration areas have increased by 79 per
cent, according to the Hindustan Fertuiliser Corporation, say
Percy and Hall. But as a Britush aid official told them, this
was hardly surprising in view of the assured supply of inputs.
“What is in doubrt is the value of the project for poorest
farmers’, they say. They cite one farmer, Sabash, who owns
less than one eighth of a hectare of unirrigated land which
vields one crop a year: ‘His soil is poor ... he owns no
bullocks . . . the state bank is closed to him.” Sabash quickly
abandoned the new technology after the demonstration
period. “When fertilisers and pesticides are in short supply he
has neither the money nor the influence to acquire them.
And often the risk is too great; with little capital he is on a
loser if the seeds are poor quality.’

Some small farmers with rather more land than Sabash are
doing well from the scheme but this only illustrates that this
is a project for the ‘not so very poor’. The very poorest
cannot take the risks that the ‘not so very peor’ can take, and
so the project only widens rural inequalities, leaving the
neediest behind.

These examples, drawn from many, pose a number of
questions:

O Does official aid try to involve the neediest?

G Does i1t ask them what they want?

O Does it ask, for example, whether there is an effective
community-based health infrastructure in place before
‘health’ aid 1s given? Knowing the likelihood that aid will
not reach the poorest unless such infrastructure is in place,
do donors help to put it in place before doing anything
else?

¢ Why do donors continue to support large dam schemes
which displace poor people? And if they must back such

schemes, why do they do nothing to ensure a proper deal
for those people?
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In overall terms, India is the world’s largest recipient of aid
— it recetved USH4.5 billion in 198¢ — but in terms of aid
per head it is also one of the smallest.

Aid has supported growth and it has helped to avert crises,
but there has been an increase in the number of absolute
poor and, in its present form, most aid is not helping the
poorest. Guhan concludes that

very little can be said on the impact of aid on poverty . . . except
that, but for aid, poverty might have got worse. . . It seems that
not much of the (limited) aid available for the poverty-
orientation portfolio has proved to be particularly poor-
specific, 1o

The snag i1s that whilst the government makes the right
noises about poverty aileviation, it tends to rule out any ma-
jor structural changes. Land reform, for example, is not pro-
moted vigorously, and is implemented even less vigorously.
There has been little encouragement of redistribution of as-
sets to the poorest.

One of the consequences, and perhaps the cause, of pover-
ty and its associated ills ‘has been the generally low level of
orgamzation of the poor’, says Hansen.!? Apart from places
such as Kerala, the poor have remained {argely unorganized
whilst richer peasants were forming their own organization.
‘An absence of a powerful organisation’, points out Hansen,
‘has deprived the rural poor from even those ameliorative
measures that legisiation and public policy provide for them.’

It is clear that both national and international aid are fail-
ing to reach most of India’s poorest people. Whilst structural
changes are needed in India if the poor are to benefit from
development, a higher volume of foreign aid, if properly dir-
ected in small amounts to community-based schemes where
there 1s substanual local participation, could make a signifi-
cant contribution to improved livelihoods.
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5 British aid to Bangladesh'
MARK ROBINSON

The urgency has gone from attempts to dirvectly help the poorest.
ActionAid report, 1987.

The dimensions of rural poverty

PovERTY 1s A condition which affects the vast majority of
Bangladeshis, especially in rural areas. Although the condi-
tions of slum-dwellers and the destitute in Dhaka and other
cities can be very bit as harsh and miserable as those of the
landless in the countryside, in terms of sheer numbers, it is
rural Bangladesh which contains the large majority of people
who live in situations of absolute poverty. This is why mea-
sures are needed to assess the extent of poverty. There can
be a world of difference between poverty in the form of low
standards of living and poverty defined as living on the brink
of starvation.

One widely used poverty line in Bangladesh is based on
estimates made by the World Health Organization of the
bare minimum of calorific consumption necessary tn meet
human energy requirements. On this basis over two-thirds of
the population are subsisting below the poverty line.

The significance of this becomes brutally apparent given
that consumption levels below 90 per cent of the minimum
calorific intake are considered inadequate for people o lead
an active working life, while consumption levels of 80 per
cent and below are known to result in stunted growth and
serious risk to health. In Bangladesh, a second poverty line

t Adapted with permission, from Aid for the Poorest? UK Aid to
Bangladesh, ActionAid/OM, London, 1988. The author is a Research
Fellow at the Overseas Development institute, London.
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(85 per cent of minimum calornific mtake) is used to dis-
tinguish those in absolute poverty. M- +¢ than half the rural
population and one third of the urb.. ,:opulation are cur-
rently below this figure.

Iand is the prime source of wealth in rural Bangladesh,
and the size of landholding also provides an indicator of
poverty. Two-and-a-half acres is considered the minimum to
sustain a peasant houschold in Bangladesh, and yet 70 per
cent of farms are below this size. As a result, most farmers
are forced to seek work on the fields of richer landowners, or
hire in additional land on a sharecropping basis. Rural areas
aiso contain a large number of people who are engaged in
non-farm employment, for example rickshaw pullers, and a
large proportion of these are also below the poverty level.
The very poorest groups in rural society are those owning
neither land nor any other assets of their own; they have to
rely almost enrirely on external sources of income, prin-
cipally working as farm labourers on a day-to-day basis.

Some evidence has shown that average rural incomes
were, slowly rising in the early 1980s. But work is rarely
available on a year-round basis, and most labourers are em-
ployed for only six months of the year. Employment on food-
for-work programmes provides relief for a small proportion
of the landless labour force during the slack season but con-
tributes little to their capacity for longer-term self-
sufficiency.

Women from landless households, who are generally in-
hibited from working in fields through purdah restrictions,
often husk rice and perform domestic tasks for wealthier
households. In the last resort, they are forced to abandon
such restrictions and turn to especially onerous labour such
as stone-breaking or working on construction projects, where
they woerk long hours in return for very low wages.

One major factor stands cut when considering the extent
of rural poverty in Bangladesh. Poverty is not caused purely
by pressure on resources brought about by a growing popu-
lation; it stems from and is perpetuated by an unequal access
to resources which in turn himits the capacity of poor people
to improve their livelihoods.

There 1s a wide measure of agreement, among donors par-
ticularly, over which policy measures would require imple-
mentation to achieve a genuine shift of power and resources
in favour of the poor. Three major ones stand out:
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¢ the introduction of measures designed to enforce and ex-
tend present legislation on land reform;

O a sustained increase in the production of foodgrains
through measures aimed at enhancing productivity of land
and labour;

O the creaticn of non-farm employment through the
establishment of agro-industry, an extension of rural ser-
vices and the provision of resources for income-generating
activities.

Given the political sensitivity of land reform, 1t is highly un-
likely that the government will take steps to ensure a more
equitable distribution of land, even if donor pressure were
forthcoming. The allocation of small parceis of unused guv-
ernment land to the rural poor is piecemeal in nature and will
affect only a smail percentage of the landless population; it
does not address the existing pattern of land distribution n
the countryside which continues to favour the rural rich at
the expense of small farmers and the landless.

In the absence of any concerted effort on the part of the
government to implement effective land redistribution, the
emphasis of development assistance programmes is on the
promotion of higher agricultural growth, land reclamation
and, to some extent, non-farm employment. It is ungues-
tionable that increased foodgrain output is a desirable objec-
tive: but greater output does not automatically entail a
reduction in hunger. If the aim is to improve both the quan-
tity and quality of food consumed by the rural poor, then
raising the incomes of those poor to purchase food must also
feature prominently in development strategies. Vulnerable-
group feeding schemes and food-for-work programmes help
prevent starvation; but self-sufficiency for the rural poor
means having the resources for purchasing food, clothing
and shelter. This is the crux of poverty-focused
development.

Under such conditions, foreign aid is widely held to be
crucial in helping to alleviate poverty by financing a large
proportion of the development budget of the Bangladesh
government.

International aid began to pour into Bangladesh in re-
sponse to the catastropic cyclone of 1971 which caused in
the region of half a million deaths. Initially, aid was predomi-
nantly in the form of disaster relief and food shipments.
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Three years later, as the economy was beginning to reccver
from the effects of the war which led to independence, the
disastrous fioods of 1974 set back the process of reconstruc-
tion. It was evident that the country would require large quan-
tities of foreign aid for many years to come. Over the course of
a fifteen-year period between 1971 and 1986 some US$20
billion of official aid has been committed toc Bangladesh, only
three-quarters of which were actually disbursed.

Some countries, notably Japan, the USA and the Federal
Republic of Germany, have provided a large proportion of
their aid in the form of concessional loans. Others, such as
the UK and members of the Like-Minded Group {Canada,
Sweden, Norway, Denmark and the Netherlands) have pro-
vided aimost all of their aid as grants. Aid commitments in
1988 were in excess of US$1.5 billion per year. The largest
single aid donor to Bangladesh is the World Bank, followed
by the Asian Development Bank.

The role of British aid

Britain has been providing aid to Bangladesh since its
establishment as a separate independent state in 1971. Cur-
rent bilateral aid spending in excess of £50 niillion a year
makes Bangladesh the second largest recipient of develop-
ment assistance from the UK. Additional assistance is pro-
vided from multlateral organizations to which Britain
contributes, including the European Community, which has
a large foed prograrame. The priority given to Bangladesh in
Britain’s aid programme is justified on the grounds that it is
one of the poorest countries of the world.

British bilateral aid is provided in accordance with the
objectives set out in the Third Five Year Plan of the Govern-
ment of Bangladesh. In the words of an Overseas Develop-
ment Administration (ODA) publication:

Britain’s aid policy is to help Bangladesh meet its development

objectives. and to ensure that the benefits of development reach
the poorest . . . the ODA specializes in assistance to those sectors
where British goods and services can be provided at a comparative
advantage to those of other donors.

The energy sector is the largest recipient of project aid from
the UK, and ODA currectly regards power-generation as an
essential preconditon for industrial development. The
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Greater Dhaka Power Project has been assisted by Britain
since 1974 and by 1988 over £30 million worth of British aid
had been provided. The project aims to extend the electricity
supply system in Dhaka to cater for industrial requirements
and domestic demand. There has been criticism that new
transmission lines have principally benefited better-off res-
idential arcas and that there is an excessive focus on the
needs of the capital at the exclusion of rural areas. For its
part, ODA claims that there has been considerable job cre-
ation as a direct result of industrial development, which re-
ceives a stimulus from the increased avatlability of electricity.

A further extension of the project, designed to improve
transmission and power distribution, is budgeted at some
£50 million, which means that it is likely to absorb a major
share of the project-aid allocation for some time to coine. In
transport infrastructure, ODA has provided £12 million for
bridge construction and design. In addition, a part of the
£25 million British commodity-aid allocation in 1987 to
1988 was used to procure construction materials for bridges
and for pontoons.

ODA’s case for concentrating aid on capital projects is
based on the overall and long-term economic development
needs of the country. In the shorter run, some employment
will inevitably have been generated but critics point out that
the direct benefits to the rural poor are limited and they
claum that the main immediare beneficiaries are British com-
panies. ODA itself has recognized that development projects
in the rural sector have a greater potential for diractly im-
proving the lives of the poor majority and point to what they
regard as a substantial record of support for the renewable
natural-resources sector and for family planning and health
provision,

ODA currently funds five projects in the agricultural sec-
tor. Three of these are major projects accounting for a large
share of the resources allocated to the sector by ODA. Two,
the Second Rural Devezlopment Project and the Second
Deep Tubewells Project, are World Bank-led initiatives in
which ODA funds discrete project components. The third
project is the Tea Rehabilitation Project, which the QDA has
supported since 1979 in collaboration with the European
Community.

A further major project being implemented by ODA in
rural Bangladesh is in the social and community service sec-
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tor. This is the Third Family Health and Population Project,
again on a co-financing basis in association with the World
Bank and a number of other donors.

The Second Rural Development Project (RDI)

RDII was launched by the Governiment of Bangladesh in
1983. The aim of the project is to increase agricultural pro-
duction and rural employment by strengthening rural co-
operatives. The intention is also to transform co-operatives
into commercially viable enterprises in order to ease the
pressure on government resources.

RDII was designed to replicate what has been termed the
‘Comilla model’ of integrated rural development throughout
the country. This approach, developed by the Academy for
Rural Development over the course of the 1960s, centred on
the creation of multipurpose co-operatives compcesed of smail
and economically marginal farmers, with the objective of im-
proving methods of cultivation and foodgrains production.

At the village level, primary societies aimed to provide cred-
it, mobilize savings, distribute agricultural inputs and co-
crdinate the marketing of produce. These were then federated
at the upazilla level (Jocal administrative areas below the dis-
trict level, previously called thanas) where the central co-
operative association provided more sophisticated services
such as storage, marketing of inputs, maintenance of irrigation
machinery, and the processing of produce. The associations
also performed an important administrative function in raising
and approving loans for the primary societies.

The basic model was extended to other parts of the coun-
iry under the aegis of what became the Integrated Rural
Development Programme. This was subsequently renamed
the Bangladesh Rural Development Board (BRDB) which
became the government agency responsible for the imple-
mentation of RDIL

One of the principal components of the project has been
the provision of credit to co-operative members for the pur-
chase of minor irrigation equipment and tool kits. This has
been supplemented with improved irrigation and crop mar-
keting, and short-term credit for crop production. In line
with the objective of strengthening the co-operative struc-
ture, there has been an emphasis on the construction of new
office facilities and staff training.
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The World Bank is providing the major source of finance
with a concessional loan of US$100 million. Among other
bilateral donors, the Canadian In.ernational Development
Agency (CIDA) is funding a component called the Rural
Poor Programme with a grant of US$17 million. This has the
aim of making credit available to the landless through spe-
cially established co-operatives.

ODA support is centred on the training of co-operative
managers and the strengthening of the audit capacity of co-
operatives at a total cost of US$11 million (£7 million). The
bulk of this is in the form of capital aid for the local-cost
component for civil works, staff salaries and operating ex-
penses, and for the purchase of vehicles and training equip-
ment from Britain.

Recognizing that under previous programmes many co-
operatives were in effect controlled by a small number of
richer farmers, ODA placed a major emphasis on the man-
agerial role of BRDB, and on strong supervision by the cen-
tral co-operative societies at the upazilla level in order to curb
local nepotism. Better auditing procedures were judged to be
important for detecting corruption, the mismanagement of
co-operative accounts and inefficiency. ODA justified its in-
volvement in training and improved co-operative manage-
meni on the grounds that institutional development was
central to the project’s success and to ensure that the poorer
farmers had the opportunity to gain a fair share of the
benefits.

The project as a whole did not finally get off the ground
until 1985, two years bzhind schedule, and progress to
date has been unsausfactory. An FAQO mid-term evaluation
conducted in 1987 concluded that RDII had not succeeded
in its objective of promoting the co-operative structure
on an autonomous basis and a more recent World Bank
progress report observed that the co-operative system was
‘far from reaching the project goal’. There has been no at-
temmpt thus far to evaluate the impact of the project on agri-
cultural production, but expectations of a potential 7 per
cent increase in overall food production appear to have been
optimistic.

A number of problem areas have already been identified:

O co-operatives have been unable to provide members with
services other than credit;
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O credit recovery rates remain low, at around the 60 per cent
mark;

O a high incidence of misappropriation by co-operative of-
ficers has affected one out of six central co-operative
societies,

The twe components of the project that have been relatively
successful in achieving their objectives are the Rural Poor
Programme (RPP) and the training and auditing inputs from
ODA. Despite having rather poor loan-recovery rates, the
RPP has succeeded in setting up more landless co-operatives
than originally envisaged. By extending credit through these
co-operatives, the programme is seen as having made some
progress in providing the landless, and women in particular,
with job opportunities and the means to generate incomes.
ActionAid, in a different approach, has also attempted to
establish credit programmes which are ‘burgiar proofed’
from seizure by the better-off,

The training courses designed by ODA for BRDB officials
and co-operative managers have, by and large, been regarded
in a favourable light and a further stage of the project aims to
provide training for co-operative members at the willage
level. However, on the auditing side, while a backlog of some
60,000 co-operative accounts has been cleared, the quality of
the accounts themselves have not improved significantly.

A number of different reasons have been put forward to
explain the shortcomings of the project. The World Bank
and the other donors tend to stress administrative deficien-
cies on the part of BRDB and the central co-operative asso-
ciations. In order to redress these, they have recommended
changes in the arrangements governing credit provision and
loan recovery, including, for example, the taking of punitive
action against defaulting co-operatives. Yet such actions fail
to address some of the more fundamental problems related
to the use of the co-operative structure as a mechanism to
promote rural development. A principal problem concerns
the sociai composition of the co-operatives themselves.

Many of the village primary societies, far from representing
the interests of a large number of small and marginal farmers,
are in effect controlled by a handful of wealthier individuals
drawn from the powerful families in the village. As a result, the
bulk of the benefits accruing from credit provision is mono-
polized by such families. Co-operatives are clearly susceptible
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to domination by influential landhoiding groups and this has
meant that the rural poor have not been, in very many cases,
the principal beneficiaries of the project as a whole.

For ODA, this means that while avditing of the co-
operative accounts may help 1o identify defaulters and curb
misappropriation, and while training can improve account-
ability and inspire motivation among co-operative officials,
the success of such initiatives will be curtailed by the struc-
tures into which they are inserted. Taking training down to
the primary societies at the village level will no doubt help to
involve more members in decision-making bat it is unlikely
to solve the basic underlying problem of social composition.
While ODA’s project components can be considered suc-
cessful in themselves, poor performance of the overall project
is likely to blunt their intended impact.

The Second Dees Tubewells Project

In hine with the Bangladesh Government’s objective of in-
creasing food production, the Second Deep Tubewells Pro-
ject is primarily designed to expand irrigation capacity in the
dry season. The original aim of the project was to install
4000 deep tubewells (DTWs) with an irrigation potential of
320 000 acres. These DTWs are sold to farmers’ co-
operatives under the auspices of a government agency, the
Bangladesh  Agricultural  Development  Corporation
(BADC). In this way, the project was deliberately intended
to act as a stimulus to the co-operative movement, thereby
providing a linkage with RDII. Initially, the project area cov-
ered 37 upazillas in the centre of the country, though this was
later extended to 60 upazillas.

The Woild Bank is the principal donor, providing conces-
sional loans to the government for use as cradit for the pur-
chase of tubewells by the co-operatives. ODA is spending up
to £17 million, a large proportion of which is used for the
purchase of diesel engines and ancillary equipment. It also
supports a technical co-operation input from the project con-
sultants, who provide advice on tubewell management, run
training courses for operators and monitor the progress of
tubewell installations.

D'TWs are designed to tap groundwater reserves which are
typically several hundred feet under the surface. The
tubewells mostly run on diesel, though some are electrically
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operated, and they require skilled operators and continuous
maintenance. This means that they are expensive to pur-
chase and costly to manage, placing them well beyond the
reach of individual smaltholders. It is for this reason that a
decision was made to make DTWs available to co-operatives
in order to spread the costs between farmers.

Applications for DTWs submitted to BADC by farmers’
co-operatives for approval are only considered if the applica-
tion 1s made by a properly formed co-operative with an ac-
ceptable credit rating and good loan-repayment record.
Once the co-operative has been declared eligible for a loan,
drilling and installation can then take place, provided a fa-
vourable site survey has been undertaken.

The project has been fraught with difficulties from its
start-up, etfectively in 1984 to 1985 when drilling began in
earnest. There is a strong emphasis in the project on max-
imizing the amount of land that can be irrigated by an indi-
vidual tubewell. An Irrigation Management Programme
aims to develop this ‘command area’ potential through im-
provements in feeder channels and distribution systems. In
practice, average command areas have been well below the
80 acres target set at the beginning of the project, and it has
taken a major ‘task-force’ initiative (with ODA support) to
improve the command area of under-performing wells. This
has brought the average command area up to 55 acres, which
1s higher than most other DTW schemes in Bangladesh. De-
lays in delivery and the poor performance of individual
tubewells have had an adverse impact on demand.

Farmers are reluctant to make substantial investments if
they have to wait months beiore the tubewell is actually in-
stalled and operating. Under-performance combined with
operating difficulties have also led to inadequate returns on
investment for many co-operative farmers, and this in turmn
has created problems in meeting repayments and in financ-
ing running costs.

Since the project is primarily concerned with increasing the
irrigation are« in order to raise foodgrain production, attention
has focused almost exclusively on targets relating o tubewell
insiallation and performance. But the project has been crit-
icized on the grounds of equity, namely that inadequate atten-
tion was paid to the social implications of DTW development.

Many of the ‘poverty focus’ problems associated with
RDII may have also beset the Deep Tubewells Project, as
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tubewells are sold to co-operatives. There are instances
where richer farmers have exerted influence over siting of
tubewells and over payment contributions. Against this,
evaluation studies undertaken by the project consultants on
selected sites have demonstrated that the benefits accruing
from tubewell installation have been shared in proportion to
landholding between individual co-operative members. Only
a more extensive evaluation would reveal whether this is the
case for most of the sites, or if the benefits have been mono-
polized by a handful of wealthier farmers in a significant
number of co-operatives, as critics of the project aliege (see,
for example, M. Howes, Whose water?, 1985. Inasmuch as
the project 1s aimed at co-operative farmers, it does not bene-
fit the landless, except in terms of some increase in employ-
ment opportunities.

How small farmers lose out

Other ‘poverty-focussed’ projects in Bangledesh fall into the
same trap as the British aid programme. The $30 million
IFAD-funded South-west Rural Development Project is an
example. The project aims 1o help low-income farmers to
make the switch from rainfed to irrigated agriculture and
thereby to increase their output of foodgrain.

Located in Jessor: and Faridpur districts, which are
among the poorest in the country, the project makes credit
available to small farmers. Priority is given to those with
holdings of less than three acres of land (such farmers work
about a third of the holdings in the project area). Farmers
only qualify however if they are members of Farmers’ Co-
operative Societies. The credit has helped beneficiaries to
buy irrigation equipment, HYVs, fertilizer and insecticide for
the newly irrigated crops.

By the end of 1987, after the project had been running for
five years, 350 DTWs and 3585 shallow tubewells had been
mstalled, and farmers were reaping the benefits. Rice produc-
tion and earnings had increased, and sometimes had more
than doubled. The increases in rice output made a major
contribution to food security by reducing dependericy on the
monsoon crop, which 1s destroyed by floods one year in three.

The project has encouraged the landless to participate in
the co-operative system, by establishing landless co-
operatives as well as enrolling landless sharecroppers in
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farmers’ co-operatives. Landless labourers have benefited
from higher incomes as a result of increased employment
during the dry season.

But there is, however, a problem. The very small and usu-
ally the very poorest farmers, those with holdings of less than
an acre, are not eligible for membership of the co-operative
society. They are therefore excluded from access to the rri-
gation development under the project. These very small
farmers make up about a third of the farmers who farm less
than three acres. Often they rent land as sharecroppers; usu-
ally they have no means of their own to buy inputs and their
incomes are low, often too low for survival. Nor has the
extension of irrigation improved income distribution among
smaltholders; benefits to be derived from irrigation equip-
ment depend on the size of farmms.

A project designed to help the poor has therefore run into
an institutional problem, in this case the rules of co-operative
societies. Again this raises the impoertance of donors spotting
difficulties like this beforehand and suggesting, or insisting
on changes.

An IFAD evaluation document on the project says the
irrigation ‘increases the farmers’ interest in investing in high-
yielding variety seeds and fertilisers’. It is not difficult to see
how such invesument can widen the gap between farmers
with over an acre of land, who qualify under the project, and
those with less, who are excluded.

Conclusions

As the British bilateral aid programme in Bangladesh is con-
centrated on energy and communications infrastructure it
can have a significant long-term impact on the Bangladesh
economy and indirectly, therefore, have a potential impact
on the poor’s living standards and employment prospects.
But, in the short to medium term, it is the interests of indus-
try and urban areas which benefit most.

The bulk of the poor are in rural areas and British project
aid to the agricultural sector is currently only 17 per cent of
the total volume of its bilateral aid. It would be desirable to
increase the proportion of British aid going directly to agn-
culture and rural development in Bangladesh as it is only
through raising the incomes of the rural poor that a signifi-
cant impact on alleviating poverty will be achieved.
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Support for projects in the agricultural sector is not of
course synonvmous with poverty alleviation. Very little of
ODA project aid can be considered poverty-focused in the
strict sense of identifying the needs of the poorest as the
primary consideration. The only existing projects which are
designed specifically with the intention of benefiting the
poorest groups are those supported in collaboration with
non-governmental organizations through the Joint Funding
Scheme. There are however individual project components
which are targetted at the poor.

In projects designed to improve conditions for the rural
population, it has proved difficult to prevent vpportunities
and benefits from being monopolized by wealthier social
groups. The general record of both RDII and the DTWs
project is that the provision of credit and tubewell installa-
tion has tended to be of most advantage to better-off mem-
bers of co-operatives.

There are clearly considerable limits on the capacity of
donors to prevent such a capturing of benefits, although 1t
can be argued that the projects were insufficiently grounded
in poverty considerations — either the needs of the very poor
were not taken into account or obstacles preventing benefits
from reaching the poor were not properly anticipated. Both
stemm from a failure to investigate the complexities of the
social structure in rural Bangladesh. Considerations such as
the distribution of credit between different categories of
farmers are difficult to measure, but a truly poverty-focused
approach needs to address such problems.

In practice, of course, official bilateral aid must recognize
the development priorities set by the Government of
Bangladesh which in turn places constraints on the ability of
doncrs to explore alternative avenues for channelling aid in &
poverty-focused direction. But the example set by members
of the Like-Minded Group suggests that donors do have
some influence in negouating with the government over
poverty-alleviation issues, enabling them to adopt ap-
proaches which place the needs of the poor at the forefront of
project design.
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6 Lending to the poorest: early
lessons from the Small Farmers’
Development Programme (SFDP),
Nepal*

PAUIL MOSLEY and RUDRA PRASAD DAHAL

I.ack OF ACCESS to credit can be a serious obstacle to agri-
cultural growth in regions where farmers have very small
landholdings and/or lack of secure title to the land they work.
Conventional banks are reluctant to lend without collateral,
and any small loans they make will, by virtue of their small-
ness, be expensive to appraise, to administer and to super-
vise. One of the most ambitious experiments in lending to
small farmers is the Small Farmers’ Development Pro-
gramme (SFDP), administered by the Agricultural Develop-
ment Bank of Nepal (ADB(N) ), which has now been
running since 1975. After a promising beginning, the SFDP
ran into serious difficulties with arrears and at the end of the
1980s may have been failing to reach the groups at which it
was originally aimed.

The SFDP began in 1975 as an experimental outgrowth of
the Asian Survey on Agrarian Reform and Rural Development
(ASARRD) designed by the UN Food and Agriculture Or-
ganization and the United Nations Development Programme,
Bangkok. The SFDP has subsequently been funded by the
International Fund for Agricultural Development (IFAD).

T Reproduced with permission from QDI Development Policy Review,
November 1985. The authors are, respectively, Professor at the University
of Manchester Institute for Development Policy and Management and Sec-
tion Oflicer, Institutional Division, Agricultural Development Bank of Ne-
pal, Kathmandu.
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No more suitable locale for the experiment could be imag-
ined. Nepal, with a per capital income of US$130 in 1988,
remains one of the ten poorest countries in the world.! Rural
per capita income is well below this average; inequality of
income within the rural areas is serious. Fifty per cent of the
families in the rural areas receive less than 13 per cent of
rural income while the top 9 per cent receive 55 per cent of
the income. Landholdings average little more than one hec~
tare, and much less than this in the hill areas where 60 per
cent of the population live. Land tenure, finally, is very insec-
ure for many people, with probably a majority of hill-land
being pledged against loans in cash or in kind by private
moneylenders. The SFDP was introduced initially as a pilot
programme in two districts, from which base it grew to em-
brace, as of early 1984, 2124 schemes covering 22 698 farm
families in 45 districts. This was still only a drop in the ocean
of rural poverty in Nepal covering perhaps, 1 per cent of
farm families, but nonetheless it is perhaps the most serious
attempt so far to increase the productive potential of poor
people in the country. This alone justifies a closer look at the
way the scheme worked on the ground.

Small Farmer Groups vary in size from 5 to 30 members,
according to guidelires laid down by the (ADB(N), the most
usual size being 10 to 15 members. Groups were recruited by
a Group Organizer/Action Research Fellow (GO), a gradu-
ate loan-officer of the ADB(N). On arriving in a new district
the GO would conduct a ‘pre-investment survey’, in selected
panchayats (the smallest administrative unit in Nepal) nomi-
nated by a district-level commitiee of the ADB(N), an ex-
ercise which designed to give a picture of the pattern of
production and income in those localities. On the basis of
this survey the GO attempted to organize informal groups of
small farmers with contiguous landholdings and relatively
homogeneous socio-cultural and economic status. These
groups were given training, where necessary, and encour-
aged to embark on both personal and group projects using
loan finance from the ADB(N). The size of loans was usually
between Rs1000 and 50 000, that is US$60-3000 or £45-
2300. Interest rates on the loans, at 11-15 per cent in the
spring of 1984 according to the purpose of the loan, were
well below those charged by village moneylenders. In April
1984 the ADB(N) charged 12 per cent for livestock loans
and 15 per cent for crop production loans, with some reduc-
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tions on these rates in the case of large loans; typical interest
rates for loans from moneylenders in Dhankuta district of
eastern Nepal in the same month were 37 per cent for repay-
ment in cash and 67 per cent for repayment in kind. The
group would be liable for repayment of all loans, collective
and individual; each loan would be given subject to the pro-
duction of a credible income-raising action plan, with no other
collateral requirement. The GO, having assembled a group,
would expect to participate in its meetings and to act as an
intermediary between it and line agencies of the Nenalese
Govermnment, including the ADB(IN), but also to help it grad-
ually to develop self-reliance, so that after two to three years
he could withdraw from participation in group activities. One
GO would be expected to build up, over time, a cluster of
about 50 groups in a given district; these clusters are referred
to variously by the ADB(N) as sub-projects or units. As one of
as has written elsewhere, the GO often had to act as ‘surveyor,
motivator, researcher, programmer, supervisor and co-
ordinator of all small farmers in the group’, and her or his role
in the success of individual units was often critical.

We shall try to summarize what is known about the perfor-
mance of the SFDP under three headings: effects on output
and income; effects on the distribution of income; and repay-
ment performance. Data for the SFDP as a whole are not
available; we therefore have recourse to the results of case-
study research carried out in different areas of Nepal by the
present authors and others. We should stress that this case-
study material derives from three separate investigations and
not from a co-ordinated programme of research carried out
by one body. It is therefore subject not only to the usual
errors associated with data of this kind (such as sampling and
transcription, and gaps in the respondents’ memories) but
also to the bias which may result from the different survey
procedures not having been standardized. For this reason
our data on project impact {output and income distribution)
must be considered much poorer, as is usually the case, than
our data on project performance (that is, repavment).

Effects on output and income

The available data on output and income effects in the SFDP
for a sample of two hill and two lowland districts suggest that:
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Table 1 SFDP schemes: estimated effects on output and income

Scheme 1675-9 197883
(district) Estimated impact? on: Estimated impact 2 on:

Average farm Average grain Average farm  Average grain
income and  consumption income and  consumption
expenditure  per head (kg) expenditure  per head (kg)

(Rs) 1 (Rs)!
Lowland {terai} schemes
Dhanesha 1004 35
{Trisuli)
Anandaban 506 29 232 14
{Rupandehi)
Hill-area schemes
Jirikhimti 176 19
{Terhathum)
Tupche 478 22
{Nuwakot}

Sources: Data for Tupche and Dhanesha schemes from Agricultural Projects Ser-
vice Centre (APROSC), Impact Study of Small Farmers' Development Project
(Nuwakot and Dhanusha Districts), Kathmandu, February 1979. Data for Anan-
daban scheme from R.P. Dahal, Income Effect on Small Farmer Households
Througih Expansion and Diversification of SFD Activities at Small Farmers’ De-

velopment Project, Anandaban, Nepal, Agricultural Development Bank of Nepal,
January 1584,

Data for Bhirgaon scheme adapted from D.X.V. Marsh and B.P. Dahal, Evaluation
of the Small-Farmer Developrment Programme in the KHARDEP Area, Agricuitural
Pevelopment Bank of Nepal, March 1984.

Notes:

1. In spring 1984, £1 sterling = 22 Nepalese rupees, US$1 = 16.5 Nepalese
rupess.

2. Impac! is measured as: difference between average value of farm income {or
grain consumption) among SFDP participants and value of that variable in a con-
trol sample of non-SFDP participants over the stated period. The control sample is
selected 50 as o have, on average, equivalent size of hofdings, soil type and
arimals pet hoiding as the sample of SFDP members.

O the effects of the scheme on farm output and income were
generally positive;

O these positive effects may have been greater in lowland
than in hili areas;

© the positive effects may have dropped off over time;

O the last effect may have been the consequence of a decline
ir: the average quality of loan supervision and an increase
in the difficulty of reaching small-farmer groups, as the
SFDP expanded. Tupche and Dhanesha (west of Kath-
mandu) were the pilot projects for the entire SFDP and

ke
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were generously staffed with four GOs for a total of 1265
farm families, or 316 families per GO; each GO had two
full-time assistants and a clerk to help him. By contrast, in
Anandaban (in the plains) one GO had to deal with 765
families with one full-time assistant. In Jinkhimt (eastern
Nepal) one GO dealt with 278 farm families with one full-
time assistant and a clerk, but the quality of supervision
was nonetheless poor, with only 66 per cent of loans hav-
ing been supervised after disbursement. All the farm fam-
ilies in Tupche and Dharesha, moreover, lived close to an
all-weather road leading to the country’s main market in
Kathmandu. In Anandaban about two-thirds of farm fam-
ilies lived more than a day’s walk from the main road, and
all families in Jirikhimti lived more than a day’s walk from
any road. Understandably, the first SFDP projects were
set up close to district headquarters and where possible
close to all-weather roads as well but, in 1984, there were
still very few of the latter in Nepal, and as the SFDP
expanded into remoter areas, the average costs of trans-
port to market rose and hence the rate of return on those

-i2c1ts which depended on a market outside the project
area «:icn as horticulture, handicrafts, and many crops
and livestock products) began to fall.

Effects on income distribution

The SFDP, like other projects in the ASARRD programme,
was intended quite explicitly to reduce inequality in the dis-
tribution of income. To this end, GOs were expected to
confine group membership to small farmers, defined as per-
sons whose main or only occupation was agriculture or ani-
mal husbandry, whose landholdings were less than 0.75
hectares or irrigated land or 1.5 hectares of rain-fed land and
whose cash income did not exceed Rs950 (about £45) per
annum. However, such data as we have belie the impression
that SFDP credit was confined to, or indeed normally went
to, the relatively underprivileged within rural communities.
The only really trustworthy data we have are those for four
eastern hill districts, These suggest that SFDP members had
average landholdings half as large again as the average for the
sub-districts from which the sample was drawn; the poorest
farmers of all, the landless and near-landiess with holdings of
less than 0.5 hectares, had very little representation within
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the SFDP, whereas 27 per cent of SFDP members owned
land in excess of the 1.5 hectares which was the official ceil-
ing for classification as a small farmer. The same proportion,
27 per cent, were above the income ceiling for the pro-
gramme. Similarly hiteracy rates were much higher among
SFDP members than among non-members, although this
comparison was distorted by the fact that most SFDP groups
consist exclusively of men, and literacy is very much higher
among men than among women. Finally, 83 per cent of
sample farmers had previously received loans (usually from
moneylenders); thus the SFDP was in large measure moving
people from cne sector of the capital marker to another,
rather than tapping a new sector. These data, raken together,
suggest that the SFDP did not in practice match up to the
frequently encountered rhetoric which projected it as an or-
ganization which assisted the poorest groups in rural Nepal,
(for examples of this rhetoric see Bhasin and Malik {1982)
and the essay by Clark in Commonwealth Secretariat
(1982)). At the same time, although it may have done little
for the pooerest, it did a great deal for the poor — the ‘mean’
SFDP member, with landholdings around 1.25 hectares and
household income under Rs1000, could not be described as
prosperous even by Nepalese standards. Whether what it
achieved should be described as an improvement in income
distribution is ultimately a subjective question, but the ma-
jority of observers would probably accept it as such.

The tendency of the SFDF to attract medium-sized rather
than genuinely small farmers was not difficult to explain:

O The circumstances in which the GO was expected to carry
out the pre-investment survey precluded him from obtain-
ing any meaningtul data on farmers’ incomes. He was ex-
pected to obtain no less than 43 pieces of information for
an entire panchayar (about 1000 families, or 6000-7000
people) within the space of one month. Those who have
done this kind of field research know this is a ludicrous
request, and that 12 months, plus a further three months
for recording and analysis of data, is a bare minimum for
obtaining meaningful income and expenditure figures,
with first-class clerical or computing resources, on a sam-
ple of 200 farm families, or about one-fifth the number in
an average panchayat. In 1984, ADB(N) procedures,
therefore, were an invitation to the GO to fabricate what-
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ever figures he pleased if that was going tc get a group
formed sooner, since it was ulumately by the speed with
which successful groups were formed that GOs were
judged, and not by the accuracy of their figures, which
nobody would be able 1o prove right or wrong. GOs,
therefore, were impelied by bureaucratic imperatives to
cut statistical corners in order 1o meet their target for
groups formed per time period.

O Groups, ultimately, are self-selecting. Although the GO
might nominate individuals for membership of a particular
group, he could not stop them refusing to accept nomi-
nees, and this is frequently what happened. Those most
often refused membership were those least likely to repay
their share of group loans, since if any group member
defaulted on her or his share of a loan the other members
had to stump up the balance before any new loan was
disbursed. And, sadly, those least likely to repay their
share of group loans were the poorest, since they had no
reserves to draw on if their usual source of income let them
down. We conclude that there were forces at work among
both GOs and groups which made it exceptionally difficult
to focus the SFDP on the poorest farmers.

Repayment performance

As the SFDP expanded, arrears on loans made under the
scheme accelerated at an alarming rate. Within the scheme
as a whole, the amount overdue increased by 65 per cent in
the financial year up to July 1984 alone, and there were
indications that the rate of delinquency increased as the
scheme developed. The risk of default rose as the SFDP
penetrated down the income scale towards the very poor.
"This 1s probably because if the very poor are struck by unex-
pected misfortune, such as crop failure or the death of an
animal, they have no reserves on which they can draw to
keep up repayments on a loan.

Possibie modifications

Although, by Nepalese relative standards, the SFDP was a
SUCCess In raising incomes among poor rural farmers, it scar-
cely touched the poorest at all, and its arrears rates over the
first nine years rose to the point where it was in no sense self-
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sustaining and could only be kept going by repeated transfu-
sions of overseas aid. This is & miztrer for particular concern
in a country where overseas aid already accounts for 60 per
cent of the government’s development budget -— and for 6
per cent of gross national product.

What could have been done to make the SFDP work bet-
ter? Part of the problem, it should be clear, lay outside the
agency which provided the credit. The SFDP would have
worked better if some activities which were supposed to be
provided in parallel with the programme’s credit, such as
veterinary and agricultural extension services and market in-
formation for handicraft groups, actually had been provided.
In what follows we however, shall confine ourselves to those
policy measures which could have been implemented dir-
ectly by the ADB(N).

Three measures of reform would appear to be highly
desirable:

1. A shift of some of the ADB(IN)’s resources from disburse-
ment to supervision. Our survey indicated three areas in
which the supervision effort was in particular need of
improvement.

O The pre-investment survey, which stood as an invitation to
the compilation of meaningless information. It needed
either to be simplified into a ‘rapid rural appraisal’~type
exercise, with the implication that the rigid maximum in-
come and landholding conditions probably would not be
met, or to be carried out by proper survey methods, with
the implication that there would be long delays before
disbursement proper could begin and that the whole rate
of disbursement would be slowed down. This was a matter
on which the ADB(N) should have taken an early policy
decision: if it put greater weight on inceme creation and
speed of disbursement it would have done the former, and
if it put greater weight on the distributional objectives of
the SFDP it would have done the latter. Nine years into
the programme it had the worst of both worlds.

© The screeming of loans before money was disbursed. In the
early vears, once a group was formed, all applications for
small loans tended to go through on the nod, with the
result that a large quantity of SFDP resources got devoted
to acuvities which had little prospect of paying for them-
selves, in particular the servicing of outstanding loans.
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O Post-foan supervision. Marsh and Dahal reported that in the
eastern hill districts: “The frequency of regular follow-up
supervision seems to be low. Even when there are serious
problems with ioan activities there is little evidence of n-
creased supervision by SFDP’.2 The connection between
supervision levels and repayment performance, established
by Maharjan and Dahal, does not need to be laboured.

2. The adoption of compulsory savings schemes. In the be-
ginning, GOs were instructed to encourage groups to form
savings funds, the proceeds from which were deposited
either with the local SFDP office or in a local bank. In prac-
tice they were not always successful in this — in the Kosi
Hills area (in eastern Nepal) only 27 per cent of all small-
farmer groups saved regularly; sometimes, indeed, they were
even unable to explain to group members that a savings sche-
me was creating the impression that it was a form of govern-
ment tax. It seems very clear that the ability to repay group
loans correlated with the possession of group cash reserves
and that disburcement of SEDP loans should have been
made contingent on the existence of a group savings scheme,
instead of being vaguely encouraged as in the early years of
the scheme.
3. Crop and livestock insurance. In the original {1976) draft
documents for the SFDP, IFAD recommended the intro-
duction of livestock insurance schemes by (GOs, but no de-
tailed plans were drawn up by them or by anyone else, and
only one (voluntary) scheme in Morang in the castern Terai
had been set up by 1983, Certainly, in the almost universal
absence of proper veterinary services, the most obvious way
of dealing with the most frequently cited cause of loan de-
fault, namely crop failure and deaths of livestock, would
appear to be compulsory insurance against these contingen-
cies. Payment of an insurance premium, of course, con-
stitutes an additional burden on the budget of very poor
farmers; this problem could, however, have been mitigated
by apportioning premium payments pro rata according to
income amongst group members. The introduction of such a
measure would probably not be popular in many rural com-
munities of Nepal; but it appears 10 us to be a necessary
measure if the problem of loan delinquency is to be pre-
vented from constraining and ulnmately shackling the
growth of highly promising schemes, such as the SFDP.
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Philippines: no schooling, no
project

Sometimes life is onerous, sometimes life’s not fair. And sometimes, we
Just dor’t care. Filipino song

Tue NEw YOrRK based UN Development Fund for Women
(UNIFEM) tinances practical projects that help women,
especially the poorest, in developing countries (see Chapter
2). 8o 1 asked UNIFEM if they could suggest a project 1
might visit that would demonstrate how one of their projects
was reaching the poorest. Thev recommended the Produc-
tion, Processing and Marketing of Root Crops by Rural
Women in the Philippines. I visited the project in the hope
that I would be able to include it in the section of this book
about projects that are succeeding. Reluctantly, because the
project has many good features, | have to include this in the
category of projects that are not at present reaching the very
poorest because of institutional factors. Those factors are,
however, capable of being changed at a loca! level, which
gives the project considerable potenual. )

Launched in October 1688, the three-year project lends
_ money, without collateral, 1o groups of women, each 25
strong, in 8 barangays (villages) to help them process ar-
rowroot and other root crops. This adds valve to their crops
and increases their incoines. As the project’s name suggests,
this is the chief aim. But when I visited the project, quite
close to its half~way stage, some two-thirds of the money
loaned had gone to help women with an ancillary activity, pig
fattening. This is not to imply that the project had lost its
way; there is a connection between pig fattening and root-
Crop processing.

The US$65 000 project buiids on an earlier one which
supported an arrowroot project in two barangays. (UNIFEM
has contributed UJS$50 000 of the funding and the Filipino
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Government US$15 000.) Root crops grow well in most
parts of the Philippines — in flat country or hilly, under
conconut trees, in backyards, on virtually any piece of land.
Arrowroot makes a good intercrop and needs only a little
rain or maintenance: ‘It’s a plant-and-forget crop’, said a
project official.

But many farmers have dropped the practice of planting
arrowroot. There is very little demand for it as a tuber in 1ts
freshly harvested state and farmers do not know how to pro-
cess it. “Farm producers do not give much attention to root-
crops’, says a project document, ‘because they do not realize
the money earning potential.’! It goes on to say that they lack
the proper know-how and skills to process the crops. Train-
ing is thercfore a key part of the project.

Arrowroot flour has a number of different uses, such as
biscuits, bread and cakes, and the demand for it 1s high.
Women can either set up a small bakery to make cookies
themselves or they can sell the arrowroot flour to existing
bakers. Processing therefore seems to make a great deal of
sense. The project was planned by the government’s Agrn-
cultural Training Institute and is implemented by the Rural
Improvemient Clubs (RIC) of the Philippines, a non-
governmental organization (NGQO) established over 50 years
ago to help rural women. The RIC suggested which bar-
angays the project should cover and selected the women who
were 1o be included.

The women received the credit at 12 per cent annual rate
of interest and normally repay within six months. Some use
the money for equipment, some to buy seeds and fertilizers,
and to help them prepare their land. Most loans have been
repaid on time, although the drought of late 1989 caused
severe crop damage in some barangays and meant that repay-
ment periods had to be lengthened.

Barangays selecr~4 for inclusion are in the regions of
Batangas, Marinduque, Pampanga and Pangasinan. Like
most barangays in the Philippines the selected eight are poor,
although some are much poorer than others. Government
figures suggest that over two-thirds of rural families are be-
low the offically defined poverty line.2

Whilst some equipment is purchased by groups as a whole,
the women divide themselves into sub-groups of five. Most
of the women included in the project are young mothers in
their twenties and early thirties, although a few are older.
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They take out loans from the project as individuals but all
five members of the sub-group to which they belong are
responsible for repayment. Before anyone takes out a loan,
she discusses it with her four colleagues and only goes ahead
if the others agree. This arrangement seems to work well,
encouraging good team work. A possible defaulter may be
helped out of difficulties by her colleagues who know they
will have 1o foot the bill if anything goes wrong. This kind of
group guarantee is the effective collateral. In many cases the
five women work together.

When wormen in the barangay of Sepung Bulaon, in the
Pampagna region, heard that their village was to be included
in the project, over 100 asked to join. The 25 eventually
selected were from lower-income groups, say project offi-
cials, and the barangay was aliocated around 85 000 pesos
(ust under US$4000) from the project.

One sub-group of five women in the barangay demon-
strates the way the women included have seized their oppor-
tunity. With credit from the project they bought an
arrowroot press, a heavy concrete contraption with a wooden
handle, that presses the root crops and separates the flour
from the fibre. Without the machine the women would have
to pound the arrowroot by hand, a long laborious business
which would probably deter them.

When the women have extracted the flour they add water,
leave it to stand for several hours, drain off the water, add
new water and repeat over a two-day period, by which time
the flour 15 whiter and more acceptable for biscuit-making.
The flour is laid out to dry and then taken to an adjoining
bakery for turning into biscuits, or cookies, as they call them
locally. Here the women use two methods of cooking: a tra-
ditional stove method which takes about 30 minutes, and an
electric cooker which takes about half the time. The group
bought the electric cooker cut of profits. Helped by the train-
ing they have received under the project, the group produces
a crisp cookie which is sold to local people and which gives
the women a good financial return.

A member of the sub-group, Ising Sagun, was a house-
wife before the project began. As the group shares the bak-
ing, she works just three days a month at the bakery for
which she earns about 300 pesos. And as far as she is con-
cerned this is all ‘extra’ money to suppiement the earnings of
her small-farmer husband. But Ising Sagun derives an addi-
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tional benefit from the project. All the members of her group
took out a loan from the project to set up small piggeries.
Ising bought and fattened two hogs for sale in the market.
She sold them after four months fattening, making a profit of
nearly 800 pesos. Her experience is fairly typical of other
women in her group and in other five-member groups in
Sepung Bulaon.

The reason the project gives the women credit for fatten-
ing pigs, explains RIC official Patricia Jimenez, is that ar-
rowroot processing is a comparatvely long-term business,
whereas pig fattening 1s short term. Arrowrout takes between
8 and 10 months to grow. ‘During the months the women
are growing their arrowroot’, said Pat Jimenez, ‘they told us
that they needed an additional income-generating activity to
tide them over — and most of them opted for pigs.’

A rootcrops project that has seen most of its money go for
pig fattening in its early stages is therefore not as odd as it
seems. It is in fact a highly positive feature of the project that
the women involved have genuinely participated in shaping
the kind of loans made. A rootcrops project was flexible
enough to change when the women pointed out the need for
credit for complementary activities if they were o process
rootcrops. And when the arrowroot has been harvested, any
not required by the bakeries or for other uses can be used as a
pig food.

The women grow their arrowroot in small plots, often
between 0.1 and 0.5 of a hectare, but aiso in backyards if
necessary. In Sepung Bulaon around 1.2 hectares was
planted to arrowroot in 1983 {the project’s first full year) and
this area yielded 19 700 kg of tubers, a vield per hectare of
arcund 16 tons. The 25 women are now planning to set up a
co-operative that will help them to get a better price for their
cookies. Training is gtven under the project to help the
women to learn how co-operatives work.

If land 1s available to grow arrowroot, then all is well. The
women of Sepung Bulaon say they cannot meet the demand
for cookies from their 1989 output of the crop and are look-
ing for more land con which to expand. It is here that they
may run into the kind of problems experienced by a nearby
project village, Dolories Magaland.

The women of Dolories were unable to persuade their
husbands to give them any land on which to plant arrowroot.
The comparatively high price of sugar in 1989 caused the
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sugar-growing men to feel that their fields were more profita-
bly employed growing sugar rather than a rootcrop that
would tie up the ground for 10 months. So then women
tried, unsuccessfully, to grow the crop in their backyards.
The soil in this barangay is sandy, in contrast with the clay
soil of Sepung Balaon, and was unable to support the ar-
rowroot in the dry weather conditions of 1989, So the
women of this village harvested no arrowroot crop and are
therefore doing no processing; but they do have their pigs!
They all borrowed money to fatten pigs and are doing quite
nicely from them. But in early 1690 they were given an ul-
timatum by project officials — take arrowroot seriously or
you will have to drop out of the project.?

It is easy to blame the men of the barangay but it appears
that no one warned the women of Dolories that arrowroot
would not grow on their sandy soil if the weather were dry.
Arrowroot was new to the barangay and the people could not
be expected to know this. Again this is an example of the way
an aid project introduces something new without asking
enough questions as to whether it will work.

In the project barangay of C. Lichauco, in the Pangasinan
region, the villagers grow sweet potato (camote) rather than
arrowroot. But camote also has considerable processing po-
tential (as tllustrated) and is grown over larger areas. C. La-
chauco has a population of just under a thousand people; its
146 households between them farm 98 hectares. The bar-
angay does not strike the outsider as being obviously poor,
most people seem reasonably noarished and well dressed.
But average annual income per person is only 2000 pesos,
half the official poverty-level income. Men have traditionally
grown rice and maize; women grow vegetables, such as string
beans and tomatoes. The project has encouraged them to
expand their cultivation of camote, which grows well in the
barangav — farmers have irrigated rice and, if the weather is
dry, the women can water their camote.

Part of the loan to C. Lichauco was used by the women to
buy a pedal-operated potato chipper that slices up the large
camote roots. This was made locally by the village black-
smith. The chips are then fried, sugar and salt are added, and
the processed product is sold as a snack both in the village or
to bus passengers making a journey along a nearby main
road. One kilo of camote makes 25 packets of chips, which
sell for a peso a packet. The women therefore earn 25 pesos
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from a kilo of camore — eight times more than they receive
for the unprocessed product.

One of the women selected in this barangay, Maxine Gam-
bel, borrowed 3600 pesos to help her to plant and plough a
hectare of land on which to grow camore in 1989. She har-
vested 1000kg, some of which was kept for family consump-
tion (camote cannot be stored for long), some was sold in an
unprocessed state, some was processed into camore chips and
some was used to fatten her pigs, also purchased with credit
from the project. Maxine’s earnings are good, she says; ‘the
project has made a big difference to my life’.

Lulita Sardon, another of the women covered by the pro-
ject in C. Lichauco, says that with the money she gets from
selling her camote chips she buys more meat and fish and is
able 1o give her family a better diet than previously. Most of
the women who had benefited said the same. Some had used
their extra earnings to improve their houses. Overall there
was considerable evidence that the earnings from camote and
pigs had impr=- . ¢ posiuon of women and raised nutri-
tional and living standards in the barangay.

The women are following up their initial gains by looking
at the possibility of setting up a co-operative that will help
them with marketing, possibly to get their camote to the capi-
tal, Manila, where it will feich a much higher price than if
scld locally.

Some 30 kilometres away from C. Lichauco lies the hiil-
side village of Calitlitan, one of the poorest of the 8 project
barangays. It has no irrigation, only upland rice is grown and
harvests are modest. Villagers also grow onicns, peanuts,
pepper and camote, but yields and food consumption are low.
Malnurrition is more obviously noticeable here than in most
of the other barangays. The people covered by the project
also suffered from the misfortune that the bank, to which
UNIFEM had given a share of the project’s fund, collapsed.
Whilst insurance is expected to recover the money, it was sad
that, some 18 months after the project had started, it was
difficult to find any pigs in the barangay, let alone any root-
crop processing. The villagers hoped simply they might ben-
efit one day.

Despite such problems, in its first year the project helped
many of the 200 women it covered to increase their earnings
and living standards. Most people in the rural Philippines are
poor, and the project has helped the poor. ‘Eighty per cent of
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the total beneficiaries have increased their family’s income’,
says a progress report.?

The women covered by the project are therefore faring
well — but how do women in the barangays feel who were
excluded from the project? A woman in one barangay, who
was included, commented that ‘women left out feel neg-
lected and envicus’. Project officials believe that the way 1o
overcome this is to continue extending the project so that
more women are mcluded. After the women have repaid
their lean, the money will be lent to another group of 25
women, either in the same or in a different barangay.

But the guestion remains — 1Is the project helping the
poorest? The project guidelines are revealing, saying that parti-
cipants ‘shall be selected on the basis of the following criteria:

1. art least primary schoo! graduates;

2. with an income of about P2850 per annum (the poverty
level 1s P4000);

3. members of local RIC chapter;

4. with a strong sense of community spirit and inierest in the
project.?

The fact that the project targets women who are well below
the poverty level is admirable. The chief obstacles to the
poorest women In the barangays being selected for inclusion
in the project is the first criterion, schooling. The project
guidelines also say ‘only about 31 per cent of them (rural
women) have had formal schooling’.¢ This means that 69 per
cent of rural women have had no formal schooling and are
excluded from the project. Inevitably they are poorer — their
parents could not afford to send them to school, and so they
are probably illiterate with a limited range of job
opportunities.

The project co-ordinator, Rufina Ancheta, said the reason
why participants must have formal schoohng is that they
have to be able to read and write in order to write cheques,
fill in deposit and withdrawal forms etc. Unlike the Grameen
Bank project described in Chapter 8, where the bank goes to
the villages, the Philippines rootcrops project requires the
women to go the bank premises to carry out their transac-
tions. Whilst this may seem a small point, it is one of the
worst aspects of the project. Differences in banking arrange-
ments of this nature are fundamental to who is included and
who is excluded.
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If people have to go to the bank premises and negotiate in
conditions which are unfamiliar to them, it is a great asset,
and probably essential, to be literate. But if the bank comes
to people and deals with them at home in small groups, the
way the Grameen works, in Bangladesh, then literacy is not
so important. The bank official completes the necessary pa-
perwork under the watchful eye of all members of the group,
some of whom are likely to be literate. So in Bangladesh, the
illiterate, the unschooled, can be included. Iiliteracy among
rural women in the Philippines is around 75 per cent, and
this is, of course, closely related to those who have no formal
schooling.

Rufina Ancheta says that as the women sell their processed
rootcrops and pigs in the towns, it is more convenient for
them to bank in town, so that they can deposit money dir-
ectly from sales. But a project under which the bank goes to
the women would not exclude women from depositing
money in the town branch should they wish to do so.

The fact that women included in this preject are well be-
low the poverty line, and at the same time still in the edu-
cated 31 per cent of rural women, shows the depths and the
seriousness of the Philippines poverty problems. If we count
the poorest as those with an income of below three-quarters
of the country’s poverty line, the poorest are included. If we
count them as people with no schooling, that is, the majority
of Filipino rural women, the poorest are excluded.

Rufina Ancheta has the understandable wish to see the
project succeed; this seems more likely with literate rather
than illiterate women, thus underlining what appears to be a
dilemma of development projects: anyone running a project
designed to reach the po. rest wants to reach them and also
wants the project to succe2d. A determined attempt to reach
the poorest can seem to project officials to jeopardize the
‘success’ of the project.

But the conflict can be more apparent than real. The liter-
ate are judged more credit-worthy, and more likely to be
successful. This is, however, to underestimate the poorest.
The experience of the Grameen Bank in Bangladesh shows
tniat there is nothing about the vast majority of the poorest
that makes them less likely to repay.

Reaching the poorest and running a successful project can
be compatible. How then can projects be organized in such a
way that the poorest are included? In the case of the roo:-

84




crops project this would mean not including clauses that
participants must have completed primary school. It would
mean taking the bank to the people in ‘Grameen style’ rather
than the people going to the bank. Such changes would mzke
running a project harder work.

People with schooling are more likely to be easier to deal
with, have minds that have received some training, and be
able to pick up ideas more quickly. Their education may
have given them an awareness of the possibilities of escaping
from poverty. They are ‘ripe’ for help from a project. Project
officials can hardly be blamed for wanting to deal with them
rather than with illiterate people who may be thoroughy de-
moralized and need some encouragement before they take
part in any scheme. But thien no one imagines that reaching
the poorest is easy. Widening the project to include all rural
women would make it more difficult to administer. It would
not necessarily make it any less successful.

Rufina Ancheta says that the schooling clause in the pro-
ject guidelines could be changed, and women without
schooling could eventually be included. It is even possible
that some of the children of illiterate parents could do the
necessary paperwork. She points out that the schooling
clause was drawn up locally and not demanded by UNI-
FEM. The institutional constraints are therefore ones that
could be removed at the local level.

The encouraging aspect of this project is that officials are
aware that the illiterate are excluded and are sincere about
wanting to include them, although the project’s limited fund-
ing will not help. The project could yet do much to assist
some of the demoralized poorest of Filipino society. Life, as
the song says, may sometimes be onerous and not fair. And 1t
is certainly true that people can become so demoralized that
they cease to care; there is every reason why anti-poverty
projects must try every possible means to reach those at the
bottom of the economic pile.
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Improved methods of growing the local staple food, sorghum, (shown here
betng winnowed) are betng supported in Somalia under an IFAD
project. (Photo: IFAD)

The labous force on the Bhima Irrigation Project, both men and women,
are landless peasants living in the project area. They are gong to be
settled on the trrigated land, but others have been displaced. (Photo:
IFAD)




PART 3: Lessons to be learnt?

8 The Grameen Bank in Bangladesh
— giving credit where it’s due

PaRTLY FINANCED BY the International Fund for Agri-
cultural Development (IFAD), and therefore in the category
of an official aid project, the Grameen Bank of Bangladesh is
often cited as a model of how this type of aid can reach the
poorest. The bank deserves the praise. It has taken banking
out to the poorest, pioneered imaginative ways of involving
them and it has reached people previously excluded. And
while even the Grameen Bank has some way to go before it
reaches many of the very poorest, many of its practices de-
serve replication — and are beginning to receive it.

The bank’s origins date back to 1275 when Muhammad
Yunus, Professor of Economics at the University of Chit-
tagong, conducted a survey mto how poor women ‘lead their
lives’. That survey was 1o lead to more clearly defined ideas
of the needs of the rural poor and to open up a new and
important channel to meet those needs.

‘A grave situation faced those women who had stepped
into the male world of earning’, said Yunus. Having taken
loans at high rates of interest, often to help them produce
hand-made wares, the women were being forced to accept
unbelievably low prices to repay their loans on time; this
merely reinforced the poverty in which they lived. Many
women in the villages kept clear of the moneylenders. Soime
of them spun cloth on someone else’s loom for 25 taka (T) a
day: had they owned their own loom they could have earned
almost double that amount.

At the end of the survey, Yunus was left with one conclu-
sion: ‘If it were possible to bring financial capital into the
hands of the poor, then there would be a chance for them to
enjoy the fruits of their own labour’. But at that time, it was
not possible;’ there were no institutions that channelled fi-
nance to the poor other than moneyleniers whose terms
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gave the poor no chance of making a decent living. ‘Our
banks were never meant 10 come into contact with poor
people’, said Yunus, ‘they were established only to do busi-
ness with the rich.’

50 Yunus decided to start a bank with a difference, 2 bank
tor the poor. He set up the Grameen (rural) Bank project to
lend money to peopie who were landless, had no assets and
who could not prove they could repay. Beginning as an ex-
periment i the village of Jobra in 1976, the Grameen Bank
project broke all the standard rules and hallowed principles
of banking, but Yunus had the feeling thar if the creative
assets of the poor could be realized, then loans would be
repaid. His judgement was to be proved strikingly correct;
the project he started has helped over 600,000 pocr women
and men to improve their living standards. Of wider import-
ance is that this type of operation would seem capable of
benefiting the poor in virtually every Third World country.

More than 90 per cent of Bangladesh’s 109 million people
live in rural areas, and land distribution is highly uneven. A
1977 survey found that a third of rural Liousehelds own no
land, whilst another third own less than two acres, ‘About 80
per cent of the population were below the poverty line’, said
the survey, with unemployment widespread.

The treatment of women and men is also highly uneven.
According 1o Yunus:

The women of poor families live at the mercy of their men; they
have all the obligations in the world but no rights, no security,
no access to any actvity that brings economic reward. They are
considered liabilities.

But women usually have more household skiils than are re-
cognized, he believes, and those skills can be translated into
producing for the market. ‘Once a woman becomes an earn-

ing member of her family, her status in the family undergoes

a positive change’, he points out.

Rural development programmes were therefore needed to
give poer women as well as men a fair chance. As there are
only limited opportunities for wage employment in rural
areas, programmes to help people make their living from self-
employment were considered 1o have a crucial role 1o play.
This meant giving people an alternative to monevienders
who often charge rates of interest of 10 per cent a month,
and sometimes of 10 per cent a day.
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People who borrowed from moneylenders, to make a
product or provide 2 service, often found that after repaying
the mterest there was not enough left for a reasonable living.
Many were deterred even from attempting seif-employment
because, once in the hands of a moneylender, they feared
thev would be there for life.

Yunus believes that it is important io distinguish between
agricultural and rural credit:

The landless do not all live on agriculture; but we have agri-
cultural rather than rural banks, which specify rules and pro-
cedures that give the poor no chance. We have trapped
ourselves into believing that anything other than agriculture is
only trivial and peripheral.

The Grameen Bank has five main objectives:

O 10 extend banking facilities to poor women and men;

< to eliminate exploitation by moneylenders;

7 to create opportunities for seli-employment among the poor;

< to bring the disadvaniaged into a structure they can under-
stand and operate, and find socio-political and economic
strength through mutual support; and

< to turn the vicious circle of ‘low income, low savings, low
investment, lo* income’ into an expanding circle of ‘more
incomie, more <redit, more investment, more income’.

The bank lends only to landiess people, although anyone with 2
cultivable iand area of less than 0.4 acres is considerad landless.

Land!essness has a virtue [believes Yunus)! a life tied to the land
tends 1o make people conservative, narrow in outiook, inward
looking. Landless peonle, having no tie with the land, are likely
to be enterprising, mobile and receptive to new 1deas. Their
existing condition makes them fighters.

When the project began in Jobra village, operational respon-
sit.ility was assumed by the rural economics programme at
Chiwtagong University. A commercial bank made a commit-
ment te providing initial finance, and the ground-rules for
lending were laid down and explained to the villagers. The
new scheme operated successfully, and it soon spread to
neighbouring villages.

At first (and until 1983), Grameen was a project rather
than a recognized bank. It operated with help from the vil-
lage branches of existing banks, using their buildings aad
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staff for its activities. But in October 1983 the project
evolved into a fully-fledged specialized bank in its own right.
1t was institationalized as the Grameen Bank with the task of
bringing credit to the poor, and so entered a new, if poten-
tially more perilous, stage.

To obtain loans from the Grameen Bank, landless people
are asked to form themselves into groups of five, to appoint a
chairman and a secretary, and to meet together weekly with
other five-member groups. This congregation of groups is
known as a Centre; it appoints a Centre chief, who is prepared
to become knowledgeable about the bank’s rules, conduct the
weekly meetings and make sure the rules are observed. A bank
employee, trained in bank nperations, is present at the meetings
to answer queries and to advise and amplify on bank policy.

At the weekly Centre meetings, the would-be borrowers
expand publicly on their plans and engage in dialogue with
the bank, through its employee, under the waichful eyes of
other villagers, which helps to keep exaggerations and misin-
formation to a minimum. For borrowers, the great advantage
ot this system is that they are not required to face what is to
them a strange and hostile environment in the form of office
desks and imposing bank buildings.

Group members who feel they have a sound idea can apply
for a loan of up to T5000 (about US$250). No morc than
two members at a time can apply. The first two borrowers in
the group are observed for the use to which they put the
money and for the way they repay. Other group members are
told that if the first borrowers do not repay, the remaining
members will not receive loans; this puts the borrowers un-
der peer pressure. After a month, providing that the first two
borrowers have performed well, two other group members
cau then receive loans.

Again, a month later, given satisfactory performance by
the other members, the fifth person in the group can obtain a
loan. Later the first twe borrowers can return for a second
loan, and frequently do. In many groups the first loans are
modest but, after putting thar loan to good use, borrowers
often seek a further loan for a more ambitious project.

Either individuals or groups can take out loans. ‘Although
there are lots of informal interlocking responsibilities’, ex-
plains Yunus, ‘formally only the borrower is responsible for
her or his loan.” In the case of a group loan, members are
responsible for repaying their share of the money borrowed.
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Each group member deposits 11 a week into 2 Group
Fund which is accumulated and operated by the group.
When members receive a loan, they also pay 5 per cent of the
amount received into this fund. This is explained to them as
being like mushti-chaal (a handful of rice separated from the
rice being cooked for the day’s meal). They do not miss it
and soon accumulate a sizeable amount as a reserve which
can then be loaned to members to meet any immediate cash
needs. An Emergency Fund also operates to insure members
against defauit, death, disability or other accidents. Each
borrower pays to this fund an amount equivalent to 50 per
cent of the amount charged by the bank as interest on the
loan.

Loans are repaid in weekly instalments, over 50 weeks, at
2 per cent of the loan ammount. The interest (16 per cent, in
1988) is paid at the end, thar is in the fifty-first and fifty-
second weeks. In practice the borrower pays interest and
deductions amounting to 24.5 per cent of the amount
loaned, 13 per cent interest, plus 5 per cent Group Fund and
6.5 per cent Emergency Fund. When compared with the
moneylenders annual rates of 120-3650 per cent, the attrac-
tions of the Grameen Bank are clear.

Following the success of Grameen in Jobra and surround-
ing villages, the Bangladesh Bank (the country’s central
pank) became convinced of its value, and another bank also
commitied funds. A proposal was drawn up to extend
Crameen-type operations to Tangszil district in the heart of
the country, with the sponsorship of the central bank, the
support of all the nationalized commercial banks and the
Bangladesh Krishi (agricuitural) Bank. But although almost
100 per cent of Grameen Bank loans were being repaid, the
banks hesitated; more additional funding was needed {tom
outside.

The Worid Bank was approached but turned down the
regquest for funds, not least because it disliked the idea of
ioans being given to people who had ne security to offer and
who could not guaranize they could repay. IFAD was then
approached, and offered an interest free loan of US$3.4 mil-
lion. The Bangladesh Bank matched the IFAD loan on a
50:50 basis and the commercial banks became more willing
to be invoived. A Grameen Bank office was set up with sup-
port from che central bank and with Muhammad Yunus as
director.
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In 1980, the bank had 25 branches in Chittagong and
Tangail districts; at the end of October 1983 the number had
grown to 82 in five districts, having spread into the district of
Rangpur, Patuakhali and Dhaka. By then 10 320 groups had
been formed in 1191 villages; group mermbers number
50 754, of whom 41 512 had borrowed money, 43 per cent
of them women. Loans totalling over US$3 million had been
received by people, most of whom had seen their income rise
dramaticaliv. The bank has since spread to operate on a
nationwide basis.

By the end of 1989 the Grameen Bank employed 8000
people, had ¢xpanded to 713 branches and 728 812 individ-
uals had taken out loans. Since 1976, the total amount of
loans made is US$185 miilion, thus making it a sizeable
operation {figures supplied by IFAD to the author in Sep-
tember 1990).

Among the landless the scheme has proved en.ormously
popular, chiefly because the bank has met their needs and
taken the trouble to go to them. “The basic principle of the
bank’, Yunus had explained. ‘is that people will not go to the
bank; the bank will go to the p=ople instead.” By 1989 loans
had been taken out for over 300 different purposes and the
range of activities supported shows that although a com-
munity may oe resource-pogr it is by no means lacking in a
rich diversity of life and economic activity. A survey shows
that loans had been made for trading purposes, for making
processed goods, providing transport services, storing agri-
cultural produce, marketing agricultural and non-
agricultural goods and supplies and for different kinds of
maintenance services. Less than 5 per cent ¢f the loans were
directly for agricultural purposes.

Amongst women, the most popular activities for which
loans had been obtained were paddy husking (3958 in a
1881 survey); the purchase of a milch cow {2606); and cow
fattening (1697). Amongst men, the purchase of a milch cow
(1570 loans) and paddy husking (1512 loans) aiso figured
prominently, but most loans were made to men for rice trad-
ing (1725); rickshaw gpurchase was also popular with men
(1142 loans).

Lime-making, cycle repairinz, weaving, pottery, mustard-
oil making, goat rearing, flour ‘rading, microphone rental
and garment manufacture are all poular with borrowers as
also are zongoor-making, betel-leaf culitivation and chanachur

G2




making. Most loans range from 'T500 to T3000, the average
being T1600 (abcout US$70), with many group members
borrowsng rore than once.

Borrowers are not asked to provide any collateral, or guar-
antee that they can repay, although 1tems bought with a loan
remain the property of the bank until the loan is repaid in
full. The unique *bottom line’ of the project is that at the end
of June 1988, the repayment rate on the bank loans was 98.3
per cent.! (By contrast the country’s agricultural credit sche-
me which keeps to traditicnal banking principles has a de-
fault rete of 35 per cent!) This dispells any idea that the poor
are feckless and cannot be trusted with money. But Grameen
Bank lending has always been done on the assumption that
an uneducated person is not necessarily unintelligent.

Grameen operations have proved popular because they
have raised the level of income and have provided regular
income, which some people did not have before they took
out a loan from the bank. A study of 600 Grameen Bank
borrowers selected at random in 1982 shows that average
annual iIncome tn 1980, before a loan, was T'1037. In 1982,
after the loans, average income was T1740. After allowing
for inflation, the real income of borrowers 1s estimated to
have increased by 35 per cent in that time, For landless
people, most of whom had never seen any improvement in
their lives, such an increase came as an eacrmous blessing.

‘One unmistakeable fact emerges’, concludes Yunus, ‘that
given the support of financial capital people are capable of
bringing about an incredible change in their lives.’

Women particularly seem to have benefited. Those who
became earners have increased their status, lessened depen-
dency on their husbands and improved their homes and the
nutritional scandards of their children. As Yunus said:

Once a woman starts earning the initial benefit is enjoyved by the
woman’s children; they get clothes to wear, or start going to
school. The second benefit comes to the whole family with the
repair and improvemcat of the dwelling place.

There seem to have been no substantial problems about for-
ming or joining a bank group. One survey found that 4 per
cent of Grameen members had difficulty because big farmers
criticized the scheme and tried to prevent them from joining;
also that some young members were discouraged by their
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guardians from becoming members. The survey revealed
that 94 per cent of group members attend their weekly Cen-
tre meetings regularly. Members were generally satisfied with
the rules and procedures although about half believed that
the 5 per cent deduction from loans for the Group Fund was
too high. Some members disliked the rule that, should they
leave the bark scheme, they had no claim over the money
they had coniributed to the fund. It was recommended in the
survey that the barik should change this practice.

Although only a small proportion of bank loans go directly
to agriculture, almost all have an impact on the agricultural
sector. Farm wages have risen by a quarter in bank areas, and
the leverage of a small number of powerful traders to force
down prices for post-harvest agricultural produce has been
substantially reduced. The traders who long enjoyed a
monopoly over stocking such produce are forced to compete
with many more small stockists from among the landless.
This effectively breaks the monopoly; farmers are now re-
cetving more realistic prices for their produce.

Collective activities are also supported by bank loans. One
of the most significant of these ventures has been the pur-
chase of 30 shallow tubewells by 856 borrowers, another a
women’s association rice husking miil. Such group efforts
seem likely 1o grow.

Of key importance is that the landless, a once poweriess
group of people, are becoming an ecenomic and even a polit-
ical force to be reckoned with. Centre leaders are now con-
tesiing local elections. In some areas the weekly Centre
meetings discuss election issues and members resolve that all
vote for a particular candidate; a large block vote is therefore
at stake. ‘If the poor can organize themselves, then no politi-
cal party can ignore them’, says Yunus; ‘government actions
and policies will have to start tilting towards the poor.’

The bank, he believes, has exploded many myths:

the usual beliefs that poor people are not bankable, that they
cannot find something to earn an income from, that they cannot
save, that they run out of ideas and profit, that the rural power
structure will make sure that the bank fails, that rural society will
not allow women to borrow from the bank, have all been dem-
onstraied to be mere myths.

Poor people have come to understand the advantage of form-
ing organizations for their own good, he points out: ‘People
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who became frustrated, seeing themselves up against a solid
wall, now see a door opened before them, revealing endless
possibilities. They can now afford to dream about their
future.’

The crunch question is how many of the poorest is the
bank reaching in those areas where it is <7 #rating. A section
on the bank in Strategics for Alleviating Poverty in Rural Asia
says that a Grameen Bank in Tangail,

has extended credit, on average to about 50 per cent of the
households belonging te the target group in the area of its oper-
ation. The households in the target group who did not yet re-
ceive credit appear to be more among pure tenants and
agricultural wage labourers rather than among other occupa-
tional groups. The agricuitural labourers are about one-third of
the target household groups but they are found to be only about
one-tenth among the loanees. Since these people are the poorest
of the poor, it appears that the Grameen Bank has not suc-
ceeded in serving the extremely poor as much as the other oc-
tended to remain limited to those already covered through re-
peat loans, which are virtually automatic subject to good repay-
ment record, the extremely poor continue to remain outside the
(Grameen Bank net.?

This is worrying; the bank clearly still has work to do if it is to
reach the poorest. Some of the problems could be overcome
if each branch of the bank ensured that a certain percentage
of loans was made to new borrowers, rather than those who
have borrowed before. A related question is whether
Grameen-type banking facilities can spread to come within
reach of all the poorest in Bangladesh.

There are an estimated eight million landless families in
Bangladesh and it will not be easy to bring credit to them
with the money and organization that the Grameen Bank has
at its disposal. ‘Although the bank is expanding, it is still a
small effort in eliminating poverty and unemployment’, says
Yunus, ‘but its record clearly indicates that it may contain
the seeds of great hope.’

There have been disagreements as to whether Grameen
should itself expand or whether the type of facility it offers
should be expanded through other banks. Writing in ‘A
Society of Internationai Development: Prospectus 19847,
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Muhammad Yunus said: ‘One may be justifiably apprehensive
about whether any bank left to itself will adopt {Grameen]
bank-type programmes as an integral part of their business.’

An alternative to expanding the Grameen Bank itself
would, however, be to urge existing banks to let the spirit
generated by the bank to permeate their acrivities, with
perhaps a legal requirement that the banks set up specialist
sections, charged with the task of bringing credit within
reach of the poorest in every part of the country.

There is a risk that with rapid expansion the bank will
become too large to manage and will lose the close personai
supervision which has helped to make it successful. As it
grows, the Grameen Bank intends to increase its number of
senior and middle-management people and try to overcome
the expansion preblem with a systermn whereby authority is
delegated. The potential for other countries to ‘do 2 Gram-
een’ seems considerable — some of course aiready have their
schemes -— and IFAD describes the bank as a ‘breakthrough’
to an effective approach o rural credit for the landless.
‘Credit is not just a simple facilitator of production or invest-
ment’, points out Muharimad Yunus, ‘it is a very powerful
social, political and ecomomic instrument, all rolled into
one.” He beiieves the project has the potentiai to alter the
basic precepts of aid to the rural poor.

For the many developiag countries who are critically short
of financial resources, the Grameen-type of operation has the
advantage that it does not make any great demands on those
resources. “The bank has demonstrated’, says an IFAD re-
port, ‘that with appropriate credit support, the rural poor
and landless can find self-employment without any govern-
ment welfare assistance.’

“The bank has provided a new dimension and greater
thrust to the process of rural development of the country’,
said an evaluation report, ‘and made a tremendous contribu-
tion towards raising the status of womenfolk in their
community.’

The aid-funded Grameen Bank has proved an important
means for many of the poorest in Bangladesh to lift themselves
out of the worst aspects of their poverty. It does not claim to
be a comprehensive national anti-poverty programme but it is
a key element in wider attempts to overcome the country’s
severe poverty-problems. Perhaps, above all, it shows that it 1s
actuaily possible for official aid to reach the poorest.
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9 Ethiopian refugees in Sudan -
from dependency to development

WHEN A BoMB dropped from a plane in Eritrea only yards
away from Mohamed Salhhi Ajaj he was lucky to escape with
his life. As it was, his right leg was completely blown off.
That was in 1985 and Mr Ajaj did not waste a moment.
Crippled and in pain though he was, Mr Ajaj surnmoned
together his wife and six children, packed some belongings
and left on a camel for the Sudan border.

After a few months at a reception cenire for refugees, near
thie Sudanese town of Kassala, he and his family moved to
the settlement at Girba, some 100 miles to the south. A
bedinaker by trade he heard about a Revolving Fund for
Refugees that was being run by the International Labour
Office (ILO). He applied for a Sudf£4000 loan (about
US$180) and was successful. Mr Ajaj used the loan to buy 2
saw and a chisel, and also wood and ropes to make beds to
sell to other people in his settlement. He now makes three
beds a week from his home, charging Sud£90 each for them.
His profit on each bed is a modest Sud/{10. Because he is
classed as a member of a ‘vulnerable group’, nne receives food
aid. With his handicap and with little money, Mr Ajay ranks
among the poorest of the poor —— even in comparison with
other refugees, he is poor.

Most of the world’s refugees come into the poorest categ-
ory. The ILO Revolving Fund was set up specificaily to help
Ethiopian refugees who have been in Sudan for some time.
During the last 30 years people have fled into neighbouring
Sudan to escape the fighting between Ethiopian government
forces and liberation fronts in Tigray and Eritrea. In 1984,
1985 and again in late 1989, there was a new influx as drou-
ght and famine struck Ethiopia. The precise number of re-
fugees is not known — many have settled spontaneously in
towns and villages without registering — but estimates sug-
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gest that in 1990 Sudan had 1.3 million refugees living
alongside its own population of just over 20 million.

Overwhelmingly the refugees are concentrated in Sudan’s
Eastern region. There are probably 1 million refugees in this
region of some 4.5 million Sudanese, many of whom have
been in Sudan for over ten years. Many are unlikely ever to
return home, yet their adopted home is one of the poorest
regions in a resource-poor country.

Mainly desert, the Eastern region is poor in natural re-
sources, agriculture is difficult and food output limited. Paid
employment is in short supply, education and health services
are often poor, water and basic essentials are limited in many
areas. The overall level of rural economic development is
therefore low. But despite the region’s poverty, and the
country’s quite appalling economic problems, Sudan accepts
all who seek refuge even though this puts an additional strain
on already meagre resources.

The questicn on the minds of the Sudanese government
and of the aid agencies trying to help the country cope with
the influx of refugees in the early 1980s was how the new-
comers could be turned from a ‘problem’ into a ‘resource’
and be helped to do a job that employed their skills. And how
could their abilities be tapped to help Sudan’s development
as a whole?

Questions like these led the government to ask the IL.O to
carry out a survey into how refugees could be helped 1o
become self-sufficient, and, in turn, help the Sudanese econ-
omy. In 1983 a program.ne was drawn up consisting of 16
projects to help refugees move from dependency to
development.

When Ethiopians took refuge in Sudan they were, at first,
very ‘dependenti’ on others. Normally they arrived at a recep-
tion centre a few miles from the border with little or nothing,
having walked perhaps for over a week. At the centres they
received first aid, blankets, tents, medical treatment and
food. Most of the new arrivals were women and children,
many of their menfolk having been killed in the wars or
having stayed behind to fight for liberation.

The arrivals stayed at reception centres for about three
months and then moved to ‘wage-earning settlements’ where
they were free to take a job. But jobs were difficuit to find ina
poor region, and opportunities to start a business limited,
not least by lack of money.
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With little money or material assets of their own, refugees
are the kind of people that commercial banks do not want to
know — the risk of lending are considered too great. The
1983 ILO survey found that ‘lack of access to credit and
initial working capital is the major impediment for refugees
to start individual enterprises, joint vengures or cooperative
activities .}

A refugee may have carpentry skills and like to make furni-
ture to sell to people in her or his area. But the basic tools of
the trade and a reasonable quantity of wood are needed to
get started. Unless the refugee can borrow money then she or
he will have to forget the idea and continue being dependent
on others.

Credit has shown it can play an important role in helping
small-scale businesses to develop. One of the projects recom-
mended by the 1983 survey was, therefore, the setting up of
a Revolving Fund that would lend money to refugees without
collateral to help them start an income-generating activity
and provide thar all-imporiant economic breakthrough.
Launched in 1985 the fund began to lend money the follow-
ing year. With the ILO providing administration, the Federal
Republic of Germany (FRG) provided US$0.92 million for
the 1986-8 period. For the Revolving Fund’s second phase,
from 1988 to 1990, the FRG contributed UJS$2.26 million
and the European Community 300 000 ecus (about US$§250
000). In addition, in June 1989, the UN International Con-
ference on Assistance to Refugees in Africa (ICAR) agreed to
give Sudan US$268 300 for projects to help refugees and
Sudanese women, US$160 123 to be handled by the Revolv-
ing Fund.

By the end of 1989 the fund had lent Sudf£4.4 millicn
(about UJS$1m) to just over 400 projects. Over four-fifths of
these loans went to people who had organzied themselves
into small groups; some had gone to co-operatives and some
to individuals. Rates of return on these loans are high. A
survey of the first 103 projects that were funded found a rate
of return to the borrower on the capital she or he employed
of 212 per cent.

11.0O official, Azita Berar said:

There was strong scepticism when the project started. [t was
said thar, without collateral, people would not repay their loans.
But the repayment rate is over 95 per cent — and some of the
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failures have been because people could not get
materials.?

Sudan’s severe foreign debt crisis has led to very serious
shortages of foreign exchange to buy imports, which i tum
led to shortages of spare parts, and to lay-offs and disrup-
tions to the production process. It also led to businesses
experiencing often acute problems getting raw materials.

Shortages ot goods and lax monetary policy are among the
factors causing inflation to soar: prices have been rising of-
ficially by 80 per cent a year; unofficially the figure has been
closer to 200 per cent. The effect on Sudanese people of the
grim economic situation has been a sharp deterioration in
living conditions.

Refugees who start a business are likely to have problems
both in getting supplies and in finding markets for their prod-
ucts. There is also very little petro!l available in the Eastern
region which adds to the difficuities for pcople who are trying
to buy and sell. The result is that most businesses operate at
well below their full capacity. It is hard to coriceive of a
harsher economic situation for any development project to
operate and for anyone, especially the poor, to borrow
money «nd use it profitably. Everything that mitigates
against the launching of new businesses seems to be there.

From th= start the fund’s managers decided to try to help
develop the refugee areas as a whole rather than just lend
money to refusees. Sudanese people in the villages close to
refugee settlements were also made eligible for loans and
were encouraged to apply, provided they satisfied the same
criteria as the refugees — that they were poor but had a skill.
The fund therefore recognized that it is little use helping
refugees to improve their livelihoods if that puts in jeopardy
the livelihoods of Sudanese. This decision also helped to
offset any local hostility to the fund.

Most of the people who have applied to the Revolving
Fund for loans are poor, illiterate, landless and with few if
any savings: ‘Some of the people who have received loans
came over the border with nothing but a shirt and a pair of
shorts’, said the fund’s co-ordinator, Faisal Sayed Ali.?

What the borrowers do have is a skill and the potential to
put that skill to use, given financial support. Loans made by
the fund have ranged from Sud£1000-Sudf41 000. Repay-
ment periods vary from four months to five years, depending
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on circumstances. By the end of June 1089, the average loan
was Sudf11 585. Money has been borrowed for a wide
range of purposes including mechanical and repair work-
shops, spinning and weaving, tailoring, brickmaking, carpen-
try, cereal grinding, cheesemaking, sheep raising, poultry
farming, water transport and shoemaking.

Credit was initially provided at an annual rate of only 3 per
cent but this was later raised to 10 per cent and then to 15
per cent from January 1990. The higher rates n.can that
more money is available to ‘revolve’ to other refugees and
low-income Sudanese seeking loans. The 15 per cent rate is
still much lower than the rate charged by moneylenders (nor-
mally over 60 per cent) and well below Sudan’s rate of infla-
tion, and therefore considered a bargain. Some loans have
gone to refugees who are already running a fledgling
business.

“The poor and the poorest of thie poor among the target
groups . .. have benefited from the loans’, says the ILO
Progress Report on the project for the half-year period end-
ing December 1988; ‘the project has taken care to assist the
most disadvantaged sections of the refugees and Sudanese.’®

On Tawawa settlement, for example, the largest in the
region, close to the town 0. Gedaref, over 20 people have
received loans from the Revolving Fund. “The loans have
been given to the most needy people and have changed their
lives’, says settlement manager Klifa Mohomud Hamid.
They have also contributed to a higher level of economic
development in Tawawa; the need for this can be seen from
the figures. Officially the sertlement has a population of
13 000; unofficial estimates pit the figure at over 20 000;
these people share two water wells and one school between
them.

When someone wants a ioan she or he applies to the local
extension officer on the project (there are eight of these of-
ficers, one for each region into which the project is divided).
The extension officer then does some vetting and screening;
this includes contacting the elders in the applicant’s com-
munity and talking with local officials of Sudan’s Commis-
sioner for Refugees’ office.

‘An extension officer on the Revolving Fund project is a
complete banking unit’, said Faisal Ali. ‘He vets applications,
helps those who are successful to procure equipment, moni-
tors their project and is responsible for the recovery of the

101




G s o e s S

S

T

money.” As loans are now increasing to the point where ex-
tension officers are finding it difficult to cope, the fund is
considering employing field agents, maybe part time, as assi-
stants to the extension staff.

Chronic shortages of fuel and spare parts for vehicles often
hinder the extension staff when they want to visit applicants.
Inevitably this slows down progress. Most of the refugees
who have obtained loans from the fund live in settlements,
either rural or semi-urban. They are not, however, excluded
if they move into the towns and villages and live alongside
the Sudanese. So far about 74 per cent of loans have gone to
refugees and 26 per cent to Sudanese nationals.

Extension officers look ar whether applicants have the
necessary skills for their intended projects, or could upgrade
their skills with training; they consider whether adequate
supplies would be available for the enterprise and whether
there will be a market for the end-product.

If the extension officer for the region is convinced that an
application should be considered further, he prepares a feasi-
bility study and presents it to one of two Revolving Fund
committees: there is one for the Eastern region and one for
the Khartoum region (where over 60 000 Ethiopian refugees
are estimated to be living). Each of these committees has
seven members including representatives of the Government
of Sudan, IL.O, the United Nations High Commissioner for
Refugees, and the beneficiaries themselves. When a loan is
approved the money is handled by the extension officer who
goes to the market with the borrower(s) to buy what is
needed. The officer makes the payment — it is not normal
for money to be given directly to applicants. Some applicants
are loaned a smaller amount than they requested. If applic-
ants can afford it then it is suggested they make a personal
contribution to their proposed venture, perhaps 10 per cent
of the loan.

If refugees have no skills, they are excluded from the Re-
volving Fund. But the fund has a small training component
to teach the skills needed to undertake a particular activity.
This programme has a number of different arms. Refugees
might be enrolled at a local training institute to either learn
or upgrade a skill; 160 people have so far received skills
training. As businesses need to keep books, training in book-
keeping and accountancy is given at the Co-operative -
stitute in Kassala, one of the Eastern region’s main towns.
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The institute was cstablished with ILO help, and refugees
come to it from all over the region. Training courses are also
held in Khartoum.

Refugees who borrow are helped with buying and selling
problems. The project’s production and marketing unit tries
to identify and overcome problems, helping people to pin-
point where they can find supplies and where they can sell
their goods. It advises on the most appropriate technoiogy to
use. In the first six mor#hs of 1989, for example, the unit
helped to secure a regular supply of materials for the fund’s
i3 shoemaking and 11 spinning and weaving p jects. It
helped to buy machines, equipment and tools needed by the
beneficiaries, and to obtain spare parts.

What is clear is that, despite the difficult economic back-
ground, many people who have borrowed from the Revolv-
ing Fund have increased their incomes substantially. A
survey of the first 103 projects financed found that the
monthly income of the average beneficiary before their pro-
ject started was Sud/f514; bur with the loan, average income
jumped to Sud£1604.

The fund has helped those who have borrowed money, the
people in refugee areas in general and the Sudanese econe-
my. It has improvea the availability of goods such as cooking
oil, eggs, cheese, water, bread, soup powder, shoes and a
wide range of clothes, handicrafts and furniture. It has n-
creased the chances of having motor vehicles and electrical
equipment repaired. Some people who have borrowed
money have employed others, again helping the local econo-
my. At least one project has stimulated house-building,
creating jobs and social benefits. And the credit has enabled
some refugees to impart their skills to others.

There have been other important spin-offs: businesses fi-
nanced by the Revolving Fund buy materials fron: en-
terprises that are not connected with the fund, thus
stimulating other industries; there are social benefits, diffi-
cult to quantify; even scarce foreign exchange might have
been saved.

The projecis benefit the refugees and Sudan as a whole; any-
thing «xtra the projects make could be something less the coun-
try does not have to import. If we make more cheese, for
example, that meaus a little less pressure to import cheese.
(Faisal Ali in conversation with the author, December 1989.)
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The story of the ILO Revolving Fund 1s one of people with
little or no money seizing the opportunities and taking full
advantage of the credit they secured. Its limitation is that it
has been able to meet only a tiny proportion of requasts —
the fund has had only enough money to say ‘yes’ to 1 in every
40 applicants. By the end of 1989 it had received almost
16 000 applicants for loans, but passed only 400.

‘Because of limited funding we have sarcely touched the
iringe of the demand,’ admitted project manager, Narayanan
Flurtty; ‘the fund is under-capitalized — it could handle twice
as many loans with only a small increase in costs’.?

The fund has the serious drawback that it helps only re-
fugees with a skill, with only a limited amount of training
available to help those without skills. Inevitablv cuine of the
very poorest refugees are unskilled and cannot secur: a place
on a training course. To reach people without mon: y or skills
a much larger fund is needed, together with moie training
facilities and probably a closer network of extension person-
nel who can get alongside the poor and find out the kind of
income-generating activity that would be most appropriate.

The fund’s administrative costs are high: if the commercial
rate of exchange (US$1 = Sudf£12.2) is taken, then the fund
has lent only US$360 000. The Sudanese Government in-
sists that aid agencies convert US dollars into Sudanese
pounds at the rate of US$1 to Sudf4.4, littie more than one-
third of the tourist rate. At this rate of exchange the fund lent
US#1 million to the end of 1989, sull small compared with
only US$2 million that the fund had available to it.

But getting aid through to the poorest i1s relatively uew;
making sure that the structure is right was never likely to come
cheap. What the fund will need to show in the early 199Us,
however, is sharply lower costs compared to amounts disbursed.

By banking on the poor, the Revolving Fund has achieved
a repayment rate that any bank might envy. Up to September
1983, Sud£3 287 290 had been disbursed by tne fund to 292
projects. Of this, Sud£771 023 was due to be repaid by that
date, of which Sud/£735 387 had been repaid — a repayment
rate of 95.37 per cent — and was available for ‘revolving’ to
other applicants. This rate of repayment is in line with funds
in other countries that lend to the poor wirhout collateral and
further disproves any notion that the poorest are a bad risk.

The number of people who have applied for credit shows how
this type of aid is welcomed by resource-poor communitics.
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Faisal Ali was optimistic that 1990 would see a big expansion
in the number of projects funded, and was heving to have
1500 projects by the end of that year.

Even with limited inoney at its disposal, the fund has en-
abled many refugees to have their own .usiness and to gener-
ate an income and has helped towards re< oring their self-
esteem. The 400 projects are estimated to be benefiting
around 6 000 refugees and dependants. At the end of 1990
the Revolving Fund came to the end of its second three-year
phase and the ‘ast under its present organization. Foreign aid
to the fund then comes to an end and .. new narional institu-
ticn will take over, from January 1991, that will be fully
managed and run by Sudanese and refugees, jointly.

The fund has shown a way in which official aid can get
through to some of the very poorest peoples. “The ILO In-
come Generating Project for Refugees has demonstrated the
effectiveness of the Revolving Fund approach and presented
a successful model hitherto non-existent in Sudar’, says an
I1.0 Progress Report.®

There are signs that other crganizations workine in Sudan
are picking up the idea. The United Nations Dc. lopment
Programme, for example, has agreed in principle to finance a
revolving fund for small-scale income and employment-
generating activides for refugece and Sudanese women under
the management of the IL.O project.

Saving tirte with a mill in Gambia

“The miil? We never expected anyihing like this. It’s one of the
best things that has ever happend to us.’” A member of a
women'’s group in the Gambian village of Njau was expressing
0w she ielt about a milling machine that grinds the coarse grain,
miliet, into the flour which serves as the inhabitants’ staple food.

Turning millet into fiour is a job that African women do
tradiionally by hand pounding — and that often means
around four hours of hard, hand-blistering work a day. And
that is just part of 2 womai’s day. Before pounding the millet
into flour, womea thresh the grain, separating the millet
trom tt. stalk, ror about two hours, and then remove the
husks, another hour’s work at least. Some seven hours work
is needed. Mzny womcn work 16--18 hours 2 day, seven days
a week, everv day. They might rcasorably be classed as
among the world’s poorest.
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Under a project funded by UNIFEM, 15 villages in Gam-
bia have been supplied with milling machines. Now, instead
of pounding their millet by hand, the women take it to the
shed that houses the milling machine and leave it for trained
operators to grind. The machine grinds the millet in five
minutes. The women pay about a cent per kilo fur the ser-
vice, and save four hours a day. This saving of time 1s viewed
by the women with delight an& astonishmant. So popular are
the mills that women from villages without one are walking
miles each day to bring their millet, locally known as coos, to
village with milis. Women from 23 villages are making use of
the mill in one of the villages.

The women said that one of the chief benefits of the mill is
the way they feel — ‘both healthier and younger’, said one.
Some of the time they save, the women use to relax and
spend with their children; some of it they use to grow more
focd. One woman explained that the energy she would have
put into pounding she now puts into the fields, weeding
more and growing more. She has planted maize and beans,
some of which she sells and which have given her a cash
income for the first time in her life. A ‘traditional birth atten-
dant’ stiessed a further health aspect: ‘Before the mili, heav-
ily pregnant women would go to the field and weed, and it
was too much for them; there were a lot of birth complica-
tions. Since the mill came, I have had far fewer complications
to cope with.’

Communities which receive the mills pay back to UNI-
FEM, over a five-year period, an amount equivalent to their
cost. This is then avaiiable for use in a revolving way for
other villages; or communities can apply to keep the funds to
purchase additional machinery. Each mill is managed by a
village management committee.

The project cannot help women in landless families who
have no millet to bring to a mill for grinding and who could
be classed as the very poorest. But it is helping women who
were previously grossly overworked and might also be
classed among the poorest.

Consulting the peopie in Lesotho

An IFAD official, Phrang Roy, took a long hard look at
development projects in southern Africa’s Kingdom of
I.esotho and concluded that a fundamental cause of failure
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was ‘the often hasty intrcduction of schernes withiout due
consultation with the intended beneficiaries’.

Phrang Roy decided to travel from village to village in the
Quthing district, one of the couniry’s poorest, with two local
consultants. Their aim was to discover the people’s problems
and real needs. Roy says that he found ‘considerable mus-
trust’ of outside development efforts. But after two years of
listening to local people a project was formulated, the Lecal
Initiatives Support Project (ILISP), which is based directly on
locally expressed needs and aspirations.

Funded by IFAD and the Lesotho Government, the US$8
million project aims to support what local people are doing
and encourage activities that will help themn overcome their
problems. The consultants found that a vital aspect of rural
life in Quthing district is that although most people earn their
living on the land they cannot survive on agriculture alone.
Landholdings are generally small and, for many rural fam-
ilies, the acrual growing of food only accounts for about a
fifth of their incomes.

‘In order to meet their essential food and cash require-
ments’, said Roy, ‘the rural poor develop ‘“‘coping’ strat-
egies, which piece together a patchwork of activiites.” They
often show ‘great ingenuity’, he said, in developing and sus-
taining a range of non-farm activities which they switch to as
circumstances dictate, activities such as brickmaking, hand-
icrafts, petty trading, repair work, sowing and knitting.

The project is enabling people to form groups that will
help make non-farm activities more profitable, also assisting
with measures o improve crop productivity, to plant fruit
trees (both for their fruit and to halt soil erosion), to rehabili-
tate community gardens and install water supplies. ‘LISP is
trying to enhance the effectiveness of the rural poor’s coping
strategies’, according to Phrang Roy.

Between 1985 and 1988 some 39 groups were set up (con-
sisting of nearly 500 merbers) under the project, mostly for
non-farm activities. LISP officials gave advice on grop for-
mation, they discussed economic options, gave technical as-
sistance if asked, and helped to arrange credit for any
equipment that might be nceded. Over hzlf of all the farming
families are headed by women who often find difficulty in
obtaining credit.

Whilst the project has had successes, officials admitted
that it’s the more articulate, more aware and pushier poor
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who tend to come forward to take part in the groups. They
have been conscious that they needed 1o make a special effort
to involve the very poorest in the region. ‘Field staff say it’s
easier to work with people who are poor, but slightly better
off. We train them to work with the verv poor’, said the
project’s group promoter, Jutta Werdes.

The project was also trying in other ways to involve the
poorest of the poor in Quthing district. A group of 15 people
in one village, identified by the chief as being among the
poorest, were offered a loan of around US$4 cach to hold a
‘stockafele’ party (a traditional way of raising money in
Lesotho which takes the form of a food and beer party).

Several of the group took loans, held their parties and
raised enough money for an econommic activity. One is now
rearing chickens, another has started a vegetable garden, an-
other is growing tobacco for snuff. “None of them had pre-
viously received any outside assistance’, said a project
official. This close identification of the poorest, leading to
loans of small amounts of money, is a sensitive and import-

ant  wrav ~F  amoiirim Lo hameafitr fam develanimen
ant way oI ensuring tney oeneht Irom daeveiopment

assistance.

108




10 Non-governmental organizations
(NGOQs): giving officiai aid a lift

PrOJECTS FUNDED BY NGOs are often to be found in the
same areas of developing countries as official aid projects. In
the eastern region of Sudan, for example, where the Interna-
tional Labour Organization (I1.0) is running its Revolving
Fund for Refugees credit project, the NGOs Save the Chil-
dren (US) and ACCORD both have credit schemes for re-
fugees. The ACCORD smalltholder scheme has helped
around 5000 refugees and displaced peolple.

Grants by Western-based NGOs to developing countries
rotalled arcund US$3.6 billion in 1988.! This amount may
be small in comparison to the West’s official aid of nearly
US$50 billion but it is nonetheiess a significant surn, mostly
geared to meeting the needs of the poorest. And NGOs have
a part to play in giving the official aid effort a lift which goes
beyond mere cash.

Although NGOs finance smaller projects than official aid
agencies —— projects which inevitably can reach com-
paratively fevww people — they have more chance of getting
through 1o the poorest of the poor. They are smaller, less
bureaucratic, less tied down by rigid financial criteria and
employ people who are more likely to liv< In poor commu-
nities. NGOs have earned their reputation of getting aid
through to many of the poorest. In view of this, should not
more official aid be channelled through them?

Speaking specifically of multilateral aid, although his com-
ments could also apply to the bilateral variety, Ozay Mehmet
of the University of Ottawa, has argued that such aid is
‘structurally inapprepriate to the task of egalitarian develop-
ment’.2 He proposes that an increasing share of aid should be
‘delivered directly to specific target groups without the inter-
mediation of governmental organs in developing countries.’
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Non-governmental organizations, points out Mehmet,
have ‘direct access to target populations. They are able to
reach poor and needy groups in a direct way, cutting across
red tape and bureaucracy. . .

But would NGOs welcome such a shift of official aid re-
sources through them? Is it fair to ask them to do it? Could
they handle 1t?

World Bank sociology advisor, Michael Cernea:

Observers have noted that NGOs are so frequently lost in seif-
admiration that they fail 10 see that even the strengths for which
they are acclaimed can also be serious weaknesses: for instance
in the face of pervasive poverty, ‘small-scale’ can merely mean
‘insignificant’.3

Handling greater volumes of aid would help NGOs make a
more significant impac:. But would they hike to do it? ‘Ob-
viously there are limits on how much additionar money we
could properly utilise’, :aid the director of one aid agency.
Handling official aid v >uld mean that the NGOs might have
to make changes ia th.. way they operate, and this just might
undermine their service to the poor. On the other hand,
while recognizing that there are limits, many voluntary aid
agencies do believe that they couid, satisfactorily, handle
more aid monies without jeopardizing their operational style.
Ronald Hodson, Chief Executive of Action Aid:

It there was a clear understanding that funds were going to
increase regularly by an agreed percentage, we could gear up
and plan to utilise significantly more funds. However [ suspect
the maximum rate at which we could grow responsibly would be
something in the order of 20 per cent per annum.*

Another director said his agency would be ‘glad to be a chan-
nel for an increasing share of British government aid” but
added that ‘one limitation is the availability of additional
competent experienced personnel’. Mr Paul Spray, head of
aid at Christian Aid, said the agency ‘could take double the
£2 million a year we receive from the British government’.?
It seems likely that in the case of British aid, more funds
will be going to NGOs through an arrangement known as the
Joint Funding Scheme (JFS), under which the government
gives a pound for every pound thar an NGO grants to certain
anti-poverty projects. The scheme, which began in 1976,
seems successful. Around 50 NGOs have received funds and
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projects launched have helped people on very low incomes,
including landless peasants and destitute women. To qualify
for funds from the JF3, projects must be ‘developmental, not
humanitarian’ — a puzzling separaticn if the purpose of de-
velopment is to benefit humankind!

One of the largest pound for pound schemes is being un-
dertaken with Water Aid, in the eastern province of Sierra
Leone. Chiefly through self-help construction schemes, the
project aims to provide clean water to 70,000 people; a pro-
gramme of health education is a!so included. Under this type
of scheme at least some of the poorest people stand to gain.

The size of JFS, however, remains small. Although the
Overseas Development Administration (ODA) boasts in its
Twenty-fifty Anniversary Review (1989) that ‘the scheme
has more than quadrupled in less than five years’; in fact
only £16 million went to JFS in 1989 out of £1400 million
in aid.¢ If NGOs came up with the right projects how
much more would be available? The scheme has been sched-
uled to grow substantially — to £27 million in 1991 to 1992
and to £64 million in 1994 to 1995, but the JFS would then
still account of less than 3 per cent of British Government
aid.

A number of multilateral agencies also have joint funding
schemes with NGOs but these scheines seem unlikely to play
a major role in their overall aid effort, with the possible ex-
ception of the smaller agencies such as the International
Fund for Agricultural Development (IFAD) and the United
Nations Development Fund for Women (UNIFEMj, both
of whom have a more natural affinity with NGOs than the
larger official agencies.

The amount of official bilateral and multilateral aid given
through NGOs deserves to bz at the highest levels the NGOs
can handle. There are however other, and potentially more
significant, ways in which they caa give official aid a lift. The
world of official aid can learn much from the way that at [east
some NGO projects are reaching the poorest.

Richard Holloway says that NGOs can ‘look for alternatives
to the existing government systems for delivering resources to
the rural poor’. He points out that when the organizations
have implemrented and reinforced such alternatives, ‘and they
are seen to work, they must be introduced to government
policymakers with the intention of having them integrated
with reformed government prograrames’.”
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An organization that is running a project which demon-
strates how well the poorest respond, when given a particular
development opportunity, can help to remove government
mistrust of the poor. Governments and aid officials often
need convincing that the poor can profitably employ any
money loaned or given to them. The work of NGOs can help
towards that conviction. They can pioneer new and imagina-
tive ways of reaching the poor from which governments can
learn. Not every kind of work done by NGOs is suitable for
being copied by governments. Helping people to organize,
for example, is not usually a government activity. But tiere
are important possibilities for replication.

NGOs can also persuade governments to modify pro-
grammes by pointing out inconsistencies and by doing re-
search into alternative ways of implementing programmes.
And they also ‘help governments think differently, act dif-
ferently,’ said Holloway. He tells of how aid advisors in Indo-
nesia are ‘often frustrated by the inflexibility of government
machinery’ and have turned to Indonesian NGOs for ‘fresh
ideas and experience’.8

Official aid agencies, genuinely trying to reach the poorest,
are likely to find that invelving NGOs in project design
makes good sense. The INGOs have the opportunity to see
that the project is designed so the interests of the voiceless
poorest are defended and promoted; they can serve as a
bridge between them and official aid: “‘No NGO should seek
to organize a big project,” believes Robin Poulton, ‘but no
major donor should fund such a project unless the NGOs are
included in the project design.’®

An NGO can suggest that it partners government in run-
ning a particular project. But Holloway warns of the danger
that government may not so much learn from NGOs as try to
get them to run projects ‘government-style’ with insufficient
attention to essential local detail.1?

Official aid agencies can learn from the way that NGO
staff live and work. NGO personnel are more likely tc live
locally, take the trouble te understand local people and the
way they work, and find out what they want. When official
aid agency workers do this it can pay big dividends, as wit-
ness the case of the IFAD official in Lesotho, (see Chapter
93. Official aid personnel have rightly come in for a great deal
of criticism for being the ‘lords of poverty’. If they really are
to help the poor, they have to be prepared to live among
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them and try to understand them. This is especially crucial
during a project’s design stage. Official aid projects would
then have a better chance of being drawn upon a more in-
formed and sensitive basis.

Again NGOs can play an imporiant publicity role, high-
lighting weaknesses of existing cfficial policies and stimulat-
ing debate about alternatives. Ronald Hodson says that
Action Aid ‘has chosen 10 try to monitor and publicise the
successes and failures of the British aid programme’. Pzul
Spray believes that NGOs on the ground can fight back
against ‘the more idiotic official aid schemes’ that harm the
poorest, and points to the encouraging developments in
Bangladesh and India.

The aid climate can also be influenced by the work of
NGOs, helping make it more likely that official aid benefits
the poorest. NGOs which participate in the JES have been
successful in persuading the British Government that it is an
area worth expanding. As the JFS can reach the poorest this
is welcome, even if the scheme is still a small proportion of
overall aid.

NGOs concerned with appropriate technology have
brought to the attention of donor governments the tech-
nologies that work for the neediest groups of people. Projects
that employ small-scale technology are more likely to be rel-
evant. The Intermediate Technology Development Group
(ITDQ) has shown that small is not oniy beautiful but suc-
cessiul. The Appropriate Technology movement is listened
to by government aid policymakers, even if, in the case of
Western donor governments, changes in policy have been
slow to come. The ‘ability to propagate new ideas and influ-
ence policymakers in government . . . is perhaps the most
important intangible asset of the AT Movement’, wrote Nic-
olas Jeqier.1! The British Government’s ODA shows signs at
least of being more aware that technology supplied under an
aid project must be appropriate for the task. In addition,
"{'DG’s research into appropriate technologies has increased
their availability,

A theme that has occurred many times in this book is the
low level of social organization amongst the poorest commu-
nities. One of the most important ways in which NGGs
could give official aid a lift is to help the poorest to organize,
to increase their own power and to be able to participate in
and take advantage of official aid schemes. NGOs can help
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the poorest to find their own power. Stein Hansen, speaking
of India:

In areas where the rural poor have been able to form organiza-
tions and associations, they have managed to win a greater share
for themselves in the benefits of growth and expansion of public
infrastructure.1?

Below, Antony Ellman shows that NGOs can help the
poorest {0 organize so that they have a fuller understanding
of what they need to do to benefit from government or other
department programimes.

Helping the poor to organize
ANTONY ELLMAN

Examples can be found all over the Third World of develop-
mernt projects which, though designed to help the poor, have
benefited primarily the rich. Government and party officials,
local leaders and wealthy viliagers are expert at gaining con-
trol of such programmes while the poor, almost by defim-
tion, lack the knowledge and the organization to grasp the
opportunities and retain the benefits for themselves. Thus
irrigation projects in India, agricultural co-operatives in Ken-
va, pastoral programmes in Peru, despiie the best of inten-
tions, have often had the effect of widening rather than
narrowing the gap between rich and poor.

In many countries non-government organizations
(NGOs), both indigenous and international, have come to
recognize that the first step towards creating sustainable de-
velopment from which the poor will gain is to help poor
people 1o organize themselves — not necessarily to fight for
their rights, though in many instances an element of this is
necessary, but at least to understand the procedures that
must be followed for applying for bank loans, taking advant-
age of subsidized inputs and obtaining access to the support
services and training programmes that governments or offi-
cial aid agencies have set up for their benefit.

Band Aid, with the £80 million that it allocated to long-

Antony Ellman is an agriculturalist at the Commonwealth Development
Corporation specialized in the planning and management of small farmer
development projects. He is also Chairman of Barnes Third World Link.
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term development programmes in Ethiopia, Sudan and
countries of the Sahel, has worked mainly through NGOs to
catalyse such action. Christian Aid’s recently adopted strat-
egy document, To Strengthen the Poor, aims to redress the
balance of power between North and South, as well as be-
tween rich and poor in Third World societies. Many Third
World NGOs concerned with rural development now see
themselves as intermediaries between organizations of the
poor on the one hand and governments, commercial inter-
ests or external 2id agencies on the other.

One such Indian NGO is Grama Vikas, established in
1979 in Karnataka State in South India. Grama Vikas, which
means village development, was formed by a retired Indian
forester and his journalist son with the objective of ‘relieving
rural poverty and promoting social justice’. The founders
believe that ‘the battle against poverty can only be won when
people learn to work together and plan their own develop-
ment through collective action’. The role of women is seen as
critical, since ‘change is possible only when rural women
involve themselves in decision-making and programme
implementation’.

Having limited funds of its own, Grama Vikas has formed
links with a number of Western donors — Oxfam, Novib,
Cemmunity Action Abroad — as well as with Indian volun-
tary groups, which have funded training programmes, night
schools, nutrition programmes, tree-planting, agricultural
and livestock development activities. But Grama Vikas is
very conscious of the danger of creating dependency on out-
side agencies. It does not look for continuous funding for
these programmes but rather for seed capital which it uses to
catalyse generation by village groups of revenue for reinvest-
ment, such that the programmes become self-sustaining. In
the case of larger programmes, the initial investment enables
groups to gain the experience and credit~worthiness they
need for seeking commercial bank loans or government assis-
tance for later phases of the project activity.

Gramas Vikas’ strategy is to help people to set up Sanghas
(village associations), which then form a link with an individ-
uval donor agency. The Sangha in one village, Mallap-
panahally, has been connected since 1984 with a small
British NGO called the Barnes Third World Link (BTWL).
This link provides an interesting case study of experience in
helping the poor to organize and improve their lot.

115




Mallappanahally is a village of 112 households, 46 families
being Harijans and 42 of the Kurubas (shepherd) caste. The
total landholding of the village 1s 302 acres; 77 acres are
irrigable and the rest is rain-fed. There are 52 marginal or
landless farmers who depend on agricultural labour or share-
cropping for their livelihood. The village irrigation system
has become badly silted up through deforestation and
cultivation of the water catchment area, and the reliability of
irrigation is much less than it was 20 years ago. There is a
government primary school in Mallappanahally but few of
the poorest families can afford the fees. There is no clinic,
and the village water supply is totally inadequate.

Mallappanahally Sanga, formed in 1984, has 27 members
coming mainly from marginal and landless households.
There is an associated Mahila Samithi (Women’s Associa-
tion) with 45 members. The Sangha and Mahila Samithi
correspond regularly with BTWIL, discussing their pro-
grammes and priority needs, and BTWL raises small
amounts of money through bazaars, concerts and members’
subscriptions. So far BTWL has helped Mallappanahally
Sangha to buy 1.5 acres of paddy land and 4 acres of dry
land, which are farmed by the community. The men pre-
pared the land, women plant and weed the crop, children
collect manure and apply it to the fields. The proceeds from
the harvest are used to fund a night school for children who
are working during the day, a nutrition programime for
mothers and infants, and a sheep-rearing programme for
women of poor households. BTWL pays the teachers’ and
nutritionists’ salaries, which will soon be taken over by the
community. BTWL has also provided money for a revolving
fund, and has helped the Sangha to purchase a pair of oxen
and a cart, which are hired cut to members at an economic
cost.

Mallappanahally Sangha determines its own priorities and
only accepts money which will help its members to become
self-reliant: ‘Money should not make programmes; they
must develop by themselves’, the secretary of the Sangha
wrote in a recent letter to BTWL.

Such experiences of working together for their own ad-
vancement have had a significant impact on the members’
self-confidence and ability to exploit other sources of de-
velopment assistance. In 1987 Mallappanahally Sangha or-
ganized 127 individual bank loans for its members for
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planting fruit trees and purchase of livestock. In 1988 a
group of Mahila Samithi women who had been working on a
road-building programme, for which they had not been paid
fully, had the courage 10 march to the government contrac-
tor’s office and stage a sit-down until they received their
dues. The Sangha lLias recently persuaded the district hospi-
tal to start an immunization programme for children in Mal-
lapranahally and has taken on a contract with the Kamnataka
Social Forestry Programme to raise 40,000 tree seedlings for
distribution in Mallappanahally and neighbouring viliages. It
is currently negotiating for a bank loan to sink a weil and
purchase a pump for groundwater irrigation of its dry land.

Even the Sangha members’ children have started to take
action, as illustrated by this telling case study sent by the
project organizer.

Awareness in action: a case study

‘Forty-three children in Mallappanahally decided some
months ago that they should earn some money on their own.
They were left to themselves to think about the means. They
decided to learn some devotional songs and go round from
house to house in two or three villages singing these songs.
They learnt the songs {rom teachers in the night school,
practised and went round the three villages singing them.

“This was something that had never happened before. It
assumed special importance in one village where most of the
people are Brahmins. These Harijan children, cleanly
dressed, going round singing devotional songs, some in
Sanskrit, impressed the villagers most,

“The children were able to raise only RsZ200({8) in cash
and kind. Nevertheless they were proud of this earning. The
quzstion arose as to what to do with the money, and how to
increase it.

“They overheard the members of the Sangha discussing
indebtedness in the village. One of the members jokingly said
to the children, “Hey, why don’t you spend the money re-
leasing some mortgaged land?”’ The children said “Why
not?” They asked the members of the Sangha to help them.

‘With Rs80 they got a bit of land released and used the
balance of the money for fertilizer and seeds. They cajoled
the elders to help them in ploughing the land. The children
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themselves did all the lighter work of transplantng, watering,
harvesting and threshing. The net profit was Rs262. Though
they had taken over the mortgage for two years, the children
felt they had made enough profit in one crop itself, and
released the land to the poor owner.

“Thus, a piece of land which had been mortgaged about
ten years ago, and from which the moneylender was enjoying
the produce, was restored to the original owner within one
year and without him having to repay the loan.

“The offshoot of this small venture by the children was that
it sei the Sangha and the Mahila Samithi thinking seriously
about land redemption. They came up with proposals for
redeeming such mortgaged lands, and approached Oxfam
and Grama Vikas for help. Such help has been obtained and
the programme has now started.

“The chudren are happy that, out of their small effort, a
larger programme resulted and their parents could redeem
their mortgaged lands.’

Similar experiences have been recorded by many other
NGOs working with groups of poor people in India and
elsewhere, The groups depend for solidarity and sus-
tainability on remaining small and homogeneous. When
needs are identified which require more skills or resources
thar: the members possess, their solidarity gives them a
chance of extracting the necessary inputs from governments
or other development agencies.

When more ambitious programmes are attempted, requir-
ing co-operation betwen people whose interests are likely to
be in conflict, a different set of problems arises. The Mysore
Relief and Development Agency (MYRADA), another Indi-
an NGO which works in Karnataka State, has for some vears
been promoting people’s participation in watershed manage-
ment. It has recognized that the short-term interests of large
and small farmers are not the same. Farmers owning only dry
land, usually high in the catchment area, ought to plant trees
to protect the irrigation system; but having no irrigated land
they do not gain personally from such action in the short run,
nor can they afford to tie up all their land in trees. Farmers
with irrigated land, on the other hand, see little immediate
benefit in allocating resources to planting trees on other
pecple’s land.

MYRADA conciudes that, while a Watershed Manage-
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ment Association representing the interests of all the farmers
in the watershed is needed, it should not replace the smaller
more homogenous Sanghas. It should maintain regular sys-
tematic contact between the different interest groups and
should use its strength to pressurize government and political
authorities to bring services and compensation to those who
lose out in the short run in the interests of long-term benefits
to the majority.

Thus at all levels in the rural community, organization of
the poor and mobilization of the appropriate support services
are the key to helping poor people help themselves. NGO’s
constitute a vital element in channelling such assistance to
the poorest of the poor.
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Shoemaker Admasou Uykon is an Eritrean refugee in Sudan. He re-
cerved a S£'15,000 loan under the ILO Revolving Fund project, which
helped himi to buy equipment. This, he says, helped him to treble his
output of shoes. He is a rave case; numbering among the poorest, he hu..
benefited from an official aid project. (Photo: John Madeley)




PART 4: Conclusion

11 Twelve guidelines for reaching
the poorest

Mgrs Penny LongHAUL and Mr Ivor Mill, highfliers in their
government’s overseas aid ministry, recently found them-
selves on the minister’s carpet. The minister, a new broom
not adverse to sweeping clean, had just returned from a four-
country visit to Africa. Before embarking on the visit she had,
like all good ministers, read very carefully the briefings pre-
pared by her civil servants and she noted with pride what her
ministry was doing to overcome poverty.

But the visit was something of a shock. She met happy
people who said they were gaining from her government’s
aid projects, but her air-conditioned limousine did not pre-
vent her from seeing a great deal of poverty. She began to
wonder whether the poorest peoples were in fact being cov-
ered by the aid programmes for which she was responsible.
The officials who publicly re-assured her about this later told
her privately that something was going wrong. It was the
better-off who were usually gaining, they admitted. Much of
the aid was not appropriate if the poorest were to gain;
enough questions were not being asked, they owned up. All
of which infuriated the minister.

Longhaul and Mill were left in 110 doubt about their minis-
ter’s feelings. “What is the point of us having an aid pro-
gramme’, she wanted to know, ‘unless it is aiding the
poorest? Listen — I want you go to away and come back to
me as soon as you can with guidelines that our aid policy
must follow if the poorest are to be reached. And I want you
to present it to me in basic, non-technical terms.’

Our highfliers went away, laboured long, sweated hard
and poured over the evidence of the failures and successes
of government aid. And after a succession of hard dav’s
nights they came up with the following guidelines that the
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country’s aid projects should include if the pcorest are to be
reached.

O A project must devote careful, patient and painstaking atten-
rion to detail. The people on the ground that a project is
intended to benefit must be consulted at the design stage
and genuinely participate. If there is a key to successful
development it lies in the participation of local people in
development projects that are meant to help them. Project
officials need to listen carefully and show a sensifivity to
what they hear.

O Many projects do not reach the poorest because of a
failure to investigate and understand how they live their
lives. As a result, too many projects are insufficiently
grounded in poverty considerations. Projects must genutnely

. correspond to local realities. Only then wil: they win the sup-

g port of local people and stand a chance of helping the poor

v who need hely the most.

QOur projects must involve non-governmental orgamizations at

the design stage wherever possible. NGDs often have a

knowledge of the poorest that is invaluable if we are to

reach them.

O The poorest often do not participate in aid projects be-
cause they are disorganized. They may have no organiza-
tion through which to make their voice heard. Traiiing the
poorest in organizational skills can form part of project design.
This is again something that might be done in co-
operation with NGOs.

O The poorest cannot afford complex and expensive tech-
nologies. And they are often not interested in nor do they
care 10 be bothered with grandiose technologies that seem
irrelevant to their experience. Projects must ensure that tech-
nology 1s low cost, human scale and appropriate. Our projects
have to supply the poorest with what they are capable of
using. Low-cost technologies appropriate for rain-fed agri-
culture are crucially important, for example, provided this
1s done by working with the poorest farmers to develop
improved systemns that are based on their own perceptions
and willingess to innovate. When we support an irrigation
scheme we must ensure that canals and water courses ser-
Ve poor areas on an equitable basis.

O Very low levels of rural development are responsible for a
great deal of poverty. This means that the rural poorest do

O
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not earn enough to be able to buy the food and basic
essentials they need. Projects must aim to raise the level of
rural development in poor communities and must do so with
bias to the poorest in mind. We must ask: ‘will the poorest
gain from this activity?’ If not, can we suggest that a bias 1s
built into it, in their favour?

It is little use running something like a small-farmer pro-
ject through a local institution, such as a co-operative, that
excludes from its membership all farmers who have less
than a certain landholding! Projects must carefully assess
whether local institutions are suitable. If not, special ones
could be encouraged. Under an official project in
Bangladesh, for example, special co-ops for landless
women and men have been eutablished.

Again if we are supporting health projects, community-
based health structures should be in place before new technology
comes in. Otherwise there is a danger that the technology
will simply not come within their reach.

Because the poorest are often unschooled and illiterate
this does not mean they are unintelligent. Projects miust trust
the poorest. If we want to reach them we must treat them as
partners. And :{ we can make literacy a part of a project,
this can help the poorest realize their potential.

Credit programmes have proved to be an excellent way of
reaching the poorest. And rates of repayment on money
borrowed by the poorest are usually higher than they are
for money borrowed by the rich in the Western world.
There i3 no evidence of an inherent conflict between
poverty-eradication and profitability. No one should be
excluded because they are very poor. We should support
more low-cost credit programmes and make sure that the local
institutions that implement them do not exclude the peorest. If
they appear to do so, we must suggest changes. We must
ensure that credit programmes take the bank to the people
rather than the other way round, and that they be ‘burglar-
proofed’ so that the better-off do not walk off with the
benefits.

Our projects must not gamble with the lives of the poorest. If
new crops are planned, for example, we must ask if the soil
and climate of their area are suitable for them? We must
not encourage the poorest to grow something for which
there is no market. We must ensure that the market is in
place beforehand.
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O We must ask does the project have a land-reform component?
The poorest ofte” .0 not own land. We need to be bolder
in encouraging at least some recipient governments to take
land reform more seriously, remembering that countries
that have implemented land-reform programmes have
seen sizeable increases in food output. People with their
own land usually work it 1nore thoroughly than if they are
working someone else’s.

The minister liked the guidelines but made it clear to Long-
haul and Mill that there were no laurels to rest on. ‘Keep
adding to them, keep researching, keep looking, keep sharpen-
ing what you are saving,” she told them, ‘so that we can im-
prove our chances of reaching the poorest. More thinking
needs to be done if a higher proportion of the very poorest and
neediest are to be reached,’ she said. ‘Keep searching for new
ways of tackling the problems which cope with the realities of
the individual local situation and which take into account the
real world of the poorest. And, in the meantime, I plan to
incorporate your guidelines into our coun:ry’s aid policy.’

Would that all aid and development ministers of donor aid
countries were so enlightened! If aid is to reach the poorest,
ministers and civil servants in aid ministries also need to
show sensitivity and care.

There 1s much talk in development circles about the need
to ‘empower’ the poor, to give power to people who do not
have it. It is however more a question of helping the poor to
empower themselves, to discover, or perhaps rediscover, their
power and glimpse the hope of improved lives. When people
feel they lack the means to change their situavion, their inter-
est In doing so can cease. If the aid effort can help them to
release their talents and find their own power, it can make a
significant contribution,

The poorest are not ‘an isolated and unreachable under-
class’, Riddell reminds us. As he points out ‘the wide diver-
sity of characteristics’ they possess means that they can be
reached.! The examples given in these pages bear that out.
The task of reaching the poorest is difficult but not imposs-
ible — and for al} the difficulties it is a problem that has to be
faced and worked on rather than abandoned. NGOs have an
excellent record of reaching the very neediest people in the
poorest communities but government and multilateral aid
agencies have the major role to play.

124




The scale and depth of the plight of the poorest have been
seen many times in this book -— in Bangladesh, India, Mali,
Nepal, Sudan and the Philippines. In these and in other
developing countries millions of lives are daily disfigured by
the pain of hunger; abilities and potential are stunted be-
cause of woefully inadequate resources. This is why e right
kind of aid is necessary. Western countries can provide at
least some of these resources and do so in a targetted way.
The how of reaching the poorest is becoming clearer. There
is no reason why the task should be delayed.
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