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Preface

This Strategy, prepared as part of the rural strategy update, presented a timely opportunity for us
to reassess our rural development assistance strategy for poverty reduction in South Asia. Its timing was
fortunate in several respects. It provided a useful impetus to reflect on what works or do not work, to
draw lessons from on-going and past experiences, based on our own, the Operation and Evaluation
Department's and other evaluations, and to integrate these lessons into the design of future programs. It
gave us the opportunity to interact with a wide range of experts from within and outside the World Bank,
including the Rural Development Department and other World Bank regional units and development.
agencies to take into account best practices and lessons from around the world. It provided a valuable
platform for extensive discussions with other sector units in the South Asia Region and the rest of the
World Bank to develop and foster support for a holistic and integrated approach to rural development. In
addition, support from the Bank-Netherlands Partnership Program permitted us to undertake essential
background studies and to hold extensive discussions with our clients, individually and collectively,
culminating in a workshop on February 28-March 1, 2001 in Kathmandu, Nepal. Representatives from a
wide range of stakeholders in the region, including government, academia, private sector, civil society,
and other donors and multi-lateral agencies participated in the workshop. But more importantly, the
country-level rural development strategies and action plans that were developed as part of the regional
strategy preparation process provided a valuable foundation for, and have been integrated into, the
country assistance strategies in Bangladesh, India, Maldives, Pakistan, and Sri Lanka.

This strategy outlines the World Bank's South Asia regional and country-specific rural
development priorities and action plans for supporting our partner country programs, in close
coordination with the international community, to achieve more rapid, broad-based and equitable rural
development that would hasten rural poverty reduction in the South Asia Region. The key elements of
the strategy are:

* Enhancing human and social capital development in rural areas, through a program of assistance
focusing on health, nutrition and education;

* Facilitating rural and non-farm growth and competitiveness through support for policy and
regulatory reform and sectoral investments;

* Fostering efficient, sustainable, and equitable use of water resources, through a program of
assistance to the water sector and rural water supply and sanitation; and,

* Improving natural resource and environmental management, through a program of assistance to
the fisheries and forestry sector, for watershed development and disaster management.

Ridwan Ali Robert L. Thompson
Sector Director Director

South Asia Rural Development Unit Rural Development Department
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SOUTH ASIA

STRATEGY AND ACTION PLAN FOR RURAL DEVELOPMENT

Executive Summary

Introduction

No single, short phrase can capture either the broad concept of the World Bank's rural
development strategy for South Asia or its detailed plans for the seven countries where the Bank has long
been engaged in working to reduce poverty. A few words - collaboration, integration, participation, and
prioritization - do, however, sum up most, if not all of the operational guidelines for assisting the region's-
diverse countries to open new, more promising avenues for the growth and social development that will
widen opportunities for the rural poor to escape poverty.

* Collaboration not only governs the Bank's work with its clients and other donors but the efforts of
governments to insure that rural communities gain a decisive say in designing and administering the
programs meant to foster growth and well-being.

* Integration insures that programs reinforce one another in a holistic fashion and advance shared
goals. Better health services and better schools, for instance, equip the poor to exploit improved rural
infrastructure and agricultural support services more effectively and to move not only into more
productive crops but also into non-farm employment.

* Participation guarantees that the poor and disadvantaged gain full rights as citizens, as owners of
land and other assets, as users of community services and as the guides - not just the subjects - of
anti-poverty investments.

* Prioritization brings needed discipline to policy-making, to bureaucracies, to decisions on staffing,
spending, taxing and allocating resources. It also -- and crucially -- sets the stage for policy reforms
that reorients public and private sector roles, that transfer authority away from central institutions and
that open traditionally public-sector functions to competitive, market-driven private enterprise.

These criteria shape the specific medium-term actions - whether planned investments or proposed
analyses, technical support and consultative work - spelled out in this compilation of plans for rural
development in South Asia. They do not limit the reach of the Bank's work, but they set its goals.

Background

Although the South Asia Region (SAR) has grown faster over the past decade than any part of
the world except East Asia, its eight constituent countries have made only slight progress in improving
the social well-being of their people. Combined GDP in Afghanistan, Bangladesh, Bhutan, India,
Maldives, Nepal, Pakistan and Sri Lanka' grew at an annual rate of 5.9 % in 1999. Nevertheless, about
500 million people - more than a third of the total population -- are still living in a state of severe
deprivation, without sufficient access to adequate nutrition, health, housing, safe water, sanitation and
employment.

The region is home to over 43 percent of the world's income poor. Moreover, the UNDP Human
Development Index (HDI) rates South Asia lower than all regions other than sub-Saharan Africa in terms
of average achievements in basic human development. Interviews with poor people in India, for example,
reveal their acute vulnerability to disease, crop failures, labor market fluctuations, domestic violence,
natural disasters, floods and cyclones. These common and uncommon hazards exacerbate their sense of

I Because current political uncertainties constrain World Bank involvement in Afghanistan, the discussion pertains only to the remaining
countries.
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insecurity and, singly or together, can push victims into poverty or deeper into poverty. The poor live
with a constant sense of alienation and of powerlessness to influence their environment.

This report examines rural poverty in South Asia - where poverty is largely a rural phenomenon -
and the causes of its persistence. About one third to almost one half of the rural population is poor in all
but one country, Maldives (22%). Based on national estimates in 1993/94, about 80% of India's 300
million poor reside in rural areas. In Maldives, a country comprised of 1,200 islands, the outer atolls
account for 85% of the income poor. In Nepal, the poverty rate in rural areas (44%) in 1995/96 is almost
double the rate in urban areas (23%.)

Accelerating progress toward eliminating poverty will not be an easy matter. It will require
strong and unflagging commitment from our client governments to reform and reverse established
patterns of policy and conduct in many key sectors. Among the problems to be addressed in the region's-
countries is the predominantly top-down design and implementation of government programs. Such
centralized management has undermined longer term sustainability and also often bypassed vulnerable
groups in society (i.e. women, tribal groups and the landless.) At the same time, public expenditure
patterns have given insufficient priority to social and human development in rural areas. They allotted,
instead, an increasing share to subsidies that not only diverted resources from productivity-enhancing
investments, but in some cases (i.e. fertilizer, power, and water) also contribute to natural resource
degradation. Further, the lack of coordination among various sectoral programs in rural areas diluted
their development impact and hindered potential synergies. A highly restrictive policy and regulatory
environment, moreover, stifled job-and-income-generating private sector initiative, participation and
investments in the farm and rural non-farm sectors. Lastly, weak public sector institutional capacity
contributes to poor delivery in rural areas of basic services, especially to vulnerable groups. In recent
years, although the SAR countries have taken some positive steps to remedy these shortcomings, the
unmet challenges remain vast.

Lessons from Experience

The Bank's long involvement in the region points, among other lessons, to the crucial
importance of a comprehensively coordinated approach to rural development. To speed poverty
reduction in rural areas, policy and program efforts need to support, coordinate and link work in social
services, agriculture, infrastructure, natural resources, finance and rural non-farm development. This
approach requires integrating policies and programs in several key areas. The most critical are

* Redefining and re-orienting the roles of Government (at all levels), communities and private sector to
achieve synergies among various sectoral development efforts, especially fostering community
participation and rural decentralization to ensure greater government accountability and effectiveness;

* Creating an enabling policy and regulatory environment (i.e. land, input, credit, power, output
markets) and developing appropriate institutions to encourage private investments in rural areas and
ensure sustainable use of natural resources (water, marine, forests, land);

* Ensuring appropriate levels and composition of public expenditures for productivity-enhancing
investments for sustained human development and long-term rural growth;

* Supporting research and technological innovations to improve and sustain agricultural productivity
growth; and,

* Ensuring that development initiatives are inclusive so that benefits reach vulnerable groups as well
(e.g. women, tribals, landless.)

Objectives and Strategies

To eliminate poverty in South Asia means concentrating on rural poverty. For the World Bank
it means working in close partnerships with our client countries to implement an integrated, holistic
strategy for broad-based rural development. Such an effort -- coordinated with other donors and
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international agencies -- will require the complete commitment of the countries of the region to foster
social well-being in a region where the largest share of the world's poor live and accelerate progress there
toward the eradication of poverty. In support of this endeavor, the South Asia Region of the World Bank,
in close partnership with government and other local stakeholders, has put together an assistance strategy
and action plan for the short to medium term. The framework also advances goals of the global
development community.

This regional strategy has three major elements:

* fostering rural growth and opportunities for rural households, especially for the rural poor;

* empowering communities and the rural poor to meet priority economic and social needs and thus
enhance well-being; and

* enhancing the capacity of rural households, especially the poor, to overcome and manage
insecurity and risks.

Bank strategy will emphasize assisting client governments in establishing the policies and
practices that encourage the more rapid and sustained growth in rural productivity and income needed
to reduce poverty. Lending and non-lending support will stress:

(i) rationalization of public expenditures so as to shift the emphasis to outlays that would direct
economic and social benefits to the poor;

(ii) reforming the policy and regulatory environment to foster more efficiency in input (land,
credit) and output markets (trade, agro-processing, rural industries) and greater private sector
participation in productive undertakings in rural areas, and

(iii) reorienting public sector institutions in general to improve overall governance and greater
decentralization, and -- in particular sectors including agriculture, water, forestry, energy, health,
education, finance and infrastructure -- to achieve more effective delivery of services, especially
to the poor, while ensuring the sustainable use and management of natural resources.

Another keystone of the Bank's strategy is support for measures to improve the functioning of
government and social institutions, especially for the benefit of the rural poor. An integral aspect of
our non-lending and lending activities will be promoting:

(i) the adoption of decentralized, participatory and beneficiary-driven approaches designed to
improve the delivery of such rural services as drinking water and rural sanitation, irrigation,
extension, micro-credit, education and health;

(ii) community management for the sustainable use of natural resources (joint forest management
and watershed management);

(iii) fiscal and administrative decentralization to local governments; and

(iv) measures to improve governance and social inclusiveness of public sector institutions across
income, gender and ethnic groups.

Contributing to the reduction of the vulnerability and risks faced by the rural poor is another
priority of the South Asia assistance strategy. Such assistance would seek to mitigate the risks and assist
affected households to recover from natural catastrophes such as floods, droughts and hurricanes (e.g.
disaster and coastal management) and to improve the effectiveness of existing government safety nets
(e.g. food and rural employment.) Additionally, irrigation and drainage management, improved
watershed management, rural infrastructure and agricultural support services (e.g. pilots for crop
insurance and micro-finance) would build the capacity of the rural poor to diversify their income sources
as well as mitigate a range of risks. The strategy includes support for greater clarity in property rights,
enhancing their security so as to permit greater access by the landless and the rural poor to land in better-
functioning land sales and rental markets.
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Action Plans

Development needs and therefore priority areas for assistance vary significantly among our
client countries in South Asia. In matching those diverse needs to the Bank's strengths and technical and
financial capacity, relative to our other development partners, the short- to medium-term rural
development strategy divides its action programs among four priority areas. They are:

a) Enhancing human and social capital development in rural areas. Our program of assistance
focuses on health, nutrition and education and encompasses support for socially inclusive local
decentralization and community-driven initiatives targeted to the rural poor.

b) Facilitating rural and non-farm growth and competitiveness. Our program of assistance
aims to improve the effectiveness of government through fiscal and governance reform and
decentralization, the reform of the policy and regulatory environment to foster more efficient input
(fertilizer, seeds, land, credit, etc.) and output markets (trade, agro-processing, rural industries) and
greater participation of the private sector in rural areas. Further, it will promote the rationalization of
expenditures in rural areas to focus on investments that meet the social and economic needs of the poor
and the restructuring of public institutions to make government safety nets and the delivery of services in
agriculture, water, forestry, energy, health, education, finance and infrastructure more effective.

c) Fostering efficient, sustainable and equitable use of water resources. We will continue to
support our program for the water sector, but increasingly emphasize the adoption of a comprehensive
and integrated approach to planning and management of water resources (surface and groundwater) on a
multi-sectoral and river-basin level. As an ingredient of that approach, we will foster greater user
participation in the management of systems; increased cost recovery to ensure long term financial (and
fiscal) sustainability of operations, particularly for surface irrigation systems; and shifting financial and
institutional incentives of water agencies towards greater client orientation and the delivery of high
quality water services.

d) Improving natural resource and environmental management. We will continue to support
forestry and fisheries sector programs in the region to ensure the sustainable use and management of
natural resources, especially in environmentally fragile areas (fisheries, coastal areas and forests.) We
will also continue to support participatory forest management to sustain and improve the livelihoods of
the rural poor, while keeping forestry protection and the provision of environmental services (including
conservation of biodiversity) as priorities. In fisheries, we will support the development of efficient
fisheries management systems that would balance both economic and environmental goals.

In forestry, the program aims to improve the livelihoods of the rural poor, while keeping as
priorities forestry protection and the provision of environmental services (including conservation of
biodiversity). In fisheries, we will support the development of efficient fisheries management systems that
would balance both economic and environmental priorities. This would also include assistance to reduce
the risks from and to assist rural households to cope with the damages caused by natural catastrophes such
as floods, droughts and cyclones.

By virtue of its large size, population and number of poor, India occupies one end of the
development assistance continuum. To meet its sizeable development needs, our India rural
development assistance program is the most extensive in scope and largest in scale in the region (Table
1). Focusing on more reform-oriented states, the Bank's program brings together a coordinated, multi-
sectoral package of State level assistance that takes aim at the critical constraints to rural growth and
development and poverty reduction. This integrated program rests on a package of sector specific
interventions that link investments to key policy and institutional reform, in tandem with adjustment
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Table 1: Summary of Short to Medium Term World Bank Action Plan for South Asian Client Countries
Actions India Bangladesh Nepal Pakistan SriLanka Maldives Bhutan
ENHANCING SOCIAL AND HUMAN CAPITAL DEVELOPMENT

* Improving delivery of health, population and nutrition services X X X X X
* Improving access to and quality of education X X X X X X X
* Supporting poverty targeted community driven programs (self-help X X X X X X
groups, credit, watershed and forest management, rural water supply)

* Supporting socially inclusive decentralization and local govemance X X X X X
* Enhancing effectiveness of safety nets for the rural poor X X X
FACILITATING RURAL FARM AND NON-FARM GROWTH AND
COMPETITIVENESS

* Decentralization and improved fiscal management and governance X X X X X X X
* Liberalization of land, input and output markets X X X X X X X
* Rationalizing public expenditures in agricultural sector X X X X X X X
* Improving access to rural infrastructure: markets, roads, X X X X X
electrificity/energy

* Strengthening access to rural services: credit and telecommunications X X X X

* Improving delivery of agricultural support services (research, extension, X X X X X
livestock services, etc)
FOSTERING EFFICIENT, SUSTAINABLE, AND EQUITABLE USE OF
WATER RESOURCES

* Strategic inter-sectoral planning and allocation of resources, policy X X X X X
reform and institutional restructuring of government agencies and greater user
participation in management of systems, following a river basin approach

* Supporting community based rural water and sanitation programs X
IMPROVING NATURAL RESOURCE AND ENVIRONMENTAL
MANAGEMENT

* Sustainable development and management of fisheries resources X X X
* Sustainable development and management of forest resources, X X X
watersheds, biodiversity

* Disaster management/Coastal Management X X X
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assistance for overall improvement in state fiscal management and governance. These sectoral
interventions are primarily targeted at the poorest sections in the state's rural areas and attempt to reach
the most vulnerable groups (women, children and scheduled castes and tribes). They include assistance
for water, natural resources management, rural infrastructure and energy, agricultural support services and
social (health, education, nutrition) programs envisioned either as individual projects or in combination
within multi-sectoral adjustment and/or investment operations. A common feature of these operations is
the emphasis on community/beneficiary empowerment to make decisions on design and implementation.
In other states, Bank assistance will be provided on special merit.

At the other end of the continuum are the small countries of Maldives and Bhutan. In
coordination with other development partners, the Bank will be supporting fiscal and macro-economic
reform and more selective government programs in the rural sector, focusing mainly on the sustainable
use of fragile natural resources (fisheries, land and forests), rural infrastructure, and human development
(education and health). In between are the medium-sized countries of Bangladesh, Nepal, Pakistan and
Sri Lanka, where the strategy for rural development and poverty reduction includes a broad range of farm,
non-farm and social interventions, aimed at fostering rural growth and reducing poverty in rural areas.

The Bank will also focus support on three critical areas of major regional concern: trade and
food security, riparian water issues and disaster management. We will provide technical assistance and
support forums for fostering joint initiatives among various stakeholders.

Implementation

One of the critical factors that hampered achievement of the desired development outcomes
from Bank assistance is weakness in or lack of ownership of the programs by country counterparts and
project beneficiaries. This is a vital issue as the region's political volatility results in changes in
government and consequent, frequent changes among senior bureaucrats/ technocrats/practitioners.
Future investments supported by the Bank will be preceded by joint Bank and client government
analytical and advisory activities (AAA) to understand the issues and to explore options for addressing
them, drawing on local and international best practice. A key aspect of the AAA would be assisting
government with, and facilitating consensus building among all concerned stakeholders on sectoral
development strategies. Such preparatory activity will also involve developing communication strategies
for our AAA and identifying and working with "champions for change." Our investment assistance will
be guided by these sectoral strategies formulated and owned by our client countries. In the case of rural
water supply in India, for example, the World Bank contributed significantly in facilitating the process of
consensus building on a sustainable approach to rural water supply development, achieving such a
consensus in 1999 in the "Cochin Declaration"

Building on lessons learned and best practice approaches developed in past projects and
innovative experiments and mainstreaming these into new projects are critical elements of the Bank's
implementation plan. The Bank will continue not only to support innovative and best practice
approaches, but also to assist clients in scaling up successful and effective programs. For example, two
areas, where considerable knowledge and successful experience have been accumulated and where there
is considerable scope for replication and scaling up are the watershed and rural water supply development
initiatives in India.

Within the Bank, we will work closely with other SAR colleagues to ensure that roadblocks to
rural poverty reduction are addressed adequately and in an integrated fashion in the Bank's country
programs. This close collaboration will inform preparation of poverty reduction strategy papers (PRSPs),
country assistance strategies (CAS) and other AAA linked to rural poverty reduction and the
conceptualization and preparation of multi-sectoral national and sub-national operations (adjustment
operations, programmatic lending, poverty reduction support credits and investment projects.) The
commitment will also involve more active participation in country teams and country management team
activities (e.g. sectoral strategy and Project Concept Document/Project Appraisal Document reviews) to
insure that rural issues receive adequate attention, including funding. The South Asia Region has had
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good success in knowledge sharing through AAA and in cross-sectoral participation in project preparation
and implementation. We will continue to build closer cross-sectoral linkages and collaboration with our
other SAR colleagues. We will also build closer links to the Rural Anchor and Thematic Groups, to draw
on the knowledge base in other countries and regions so as to ensure that the design of projects and
programs incorporates global best practices.

In implementing the countyy action plan, we recognize the importance of committing to a long-
term horizon in some sectors where significant policy and institutional change is involved. This
approach, requiring the adoption of a phased program of assistance that builds toward long-term goals, is
particularly relevant to the restructuring process occurring in the water and agricultural support services
(e.g. research, extension, livestock services) sectors and in our program for implementing community-
based initiatives.

We will encourage our clients to make more use of the project preparation facility (PPF) and
technical assistance in developing and implementing innovative pilot activities that could eventually be
scaled-up. The use of PPF in SAR has been negligible in the past.

The ambitious action plans to deliver country strategies require close collaboration with our
partners in development, i.e. United Nation agencies, Asian Development Bank, bilateral donors and
international and national NGOs. We will build on our experience with successful models of interagency
cooperation. While being selective in our assistance (e.g. Nepal, Bhutan, and Maldives), we will aim to
complement efforts of other donors.

Performance Indicators and Monitoring. We will assess progress in implementing the action plan by
monitoring performance in

* the adequacy of treatment of rural issues in the CAS and sectoral strategies;

* the composition of teams addressing multi-disciplinary issues (lending and non-lending);

* the completion of activities for building ownership (conferences, workshops, published reports and
pace at which policy and institutional reforms take place); and

* progress in meeting the performance outcomes and development objectives of our rural lending
program.





SOUTH ASIA
STRATEGY AND ACTION PLAN FOR RURAL DEVELOPMENT

I. Introduction

Although the South Asia Region (SAR) has grown faster over the past decade than any part of
the developing world except East Asia, its eight constituent countries have made only slight progress in
improving the social well-being of their people. Combined GDP in Afghanistan, Bangladesh, Bhutan,
India, Maldives, Nepal, Pakistan and Sri Lanka2 grew at an annual rate of 5.9 %. in 1999.3 Nevertheless,
about 500 million people - more than a third of the total population -- are still living in a state of severe-
deprivation, without sufficient access to adequate nutrition, health, housing, safe water, sanitation and
employment.

The region is home to over 43
percent of the world's income poor Figure 1.l:Distribution of Global Population Living on less than US$1 per day
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deeper into poverty (Box 1.1). The poor
live with a constant sense of alienation and of powerlessness to influence their environment.

This report examines rural poverty in South Asia - where poverty is largely a rural phenomenon -
and the causes of its persistence. Despite the progress achieved in reducing the prevalence of income
poverty in all SAR countries, the proportion of people still living in poverty and their absolute numbers
remain exceedingly high. About one third to almost one half of the rural population is poor in all but one
country, Maldives (22%). (Figure 1.2) Based on national estimates in 1993/94, about 80% of India's 300
million poor reside in rural areas. In Maldives, a country comprised of 1,200 islands, the outer atolls
account for 85% of the income poor. In Nepal, the poverty rate in rural areas (44%) in 1995/96 is almost
double the rate in urban areas (23%.)

The report outlines an assistance strategy for the Bank and its partners in the region to follow
in the short to medium term to reduce such destitution more rapidly. General policy recommendations,
applicable in all or most of the countries, precede country-by-country action plans. The broadest of the
recommendations urges the adoption of an approach to poverty reduction that integrates often separate
program elements into a whole. Like holistic medicine that diagnoses and treats a patient's entire system,
this recommended strategy for rural development looks at farming and at non-farm activities and at
infrastructure and social investments as they relate to one another and to the overall health of the

2 Because current political uncertainties constrain World Bank involvement in Afghanistan, the discussion pertains only to the remaining
countries.
3World Bank Development Indicators.
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Box 1.1: Listening to India's Poor

What does it mean to be poor in India? The following highlights some of the views participants voiced during consultations in the
states of Andhra Pradesh and Bihar, India in 1999, part of the Bank-sponsored multi-country exercise in listening to the "Voices of the Poor."

Defining Poverty & Trends
* The poor define well-being primarily in terms of the security of their livelihood and food as well as in relation to ownership

characteristics and value/respect in society. Of the four criteria, livelihood security stood out as a very important concern.
* There appears to be a improvement in the overall well-being of poor households and individuals, with a higher concentration of

resources in the hands of the better off.
OiDortunitv & Security
* Lack of education and employment opportunities were cited as common causes of poverty nearly everywhere. More and more of India's

poor see education as an important prerequisite for better employment opportunities.
* Many respondents expressed concerns with the quality and regularity of teaching in public elementary schools. In fact, in nearly all

villages surveyed, the key concem raised by poor respondents had to do with education services provided by Government.
* Health expenditures, cited as a major cause of poverty, kept many of the poor essentially trapped below the poverty line.
* Health services were inaccessible and of low quality in most locations, particularly in remote tribal areas, a shortcoming that explains

the popularity of traditional healers and birth attendants in remote villagers.
* Single women, widows in particular, were identified as the most vulnerable people in a community.
Emsowerment
* The interventions of non-government organizations have made a significant difference to the lives of the poor in providing services that

meet basic needs like health, education and savings.
* Government services, although recognized as very important, were criticized as well for inefficiency.
* Women who worked outside the home carry the "double burden" of remaining responsible for looking after their own household and

handling extensive domestic responsibilities. In many of the sites visited, the level of domestic violence was believed to have decreased
over the years.

Source: PRAXIS-Institute for Participatory Practices, 1999, "Consultations with the Poor India, Country Synthesis Report"

countryside. The lack of such purposeful coordination has held back rural progress, neglecting human
resources and wasting financial ones.

Accelerating progress toward eliminating poverty will not be an easy matter. It will require
strong and unflagging commitment from our client governments to reform and reverse established
patterns of policy and conduct in many key sectors. Among the problems to be addressed in the region's
countries is the predominantly top-down design and implementation of government programs. Such
centralized management has undermined longer term sustainability and also often bypassed vulnerable
groups in society (i.e. women, tribal groups and the landless.) At the same time, public expenditure
patterns have given insufficient priority to social and human development in rural areas. They allotted,
instead, an increasing share to subsidies that not only diverted resources from productivity-enhancing
investments but in some cases (i.e. fertilizer, power, and water) also contribute to natural resource
degradation. Further, the lack of coordination among various sectoral programs in rural areas diluted
their development impact and hindered potential synergies. A highly restrictive policy and regulatory
environment, moreover, stifled job-and-income-generating private sector initiative, participation and
investments in the farm and rural non-farm sectors. Lastly, weak public sector institutional capacity
contributes to poor delivery in rural areas of basic services, especially to vulnerable groups. In recent
years, although the SAR countries have taken some positive steps to remedy these shortcomings, the

unmet challenges remain vast.

The next section provides a brief overview of the rural space in South Asia. It reviews recent
performance and achievements, and the challenges as well as emerging opportunities for the future.
Section 3 disentangles and summarizes the lessons learned from the experiences of the past decades.
Section 4 elaborates on the specifics of the South Asia Region's rural development strategy and plan of
action for each of our client countries. Finally, Section 5 describes the mechanisms and processes we will
use for effectively implementing the action plans.
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II. Overview of the Rural Economy and Society in South Asia

Diversity of Endowments

South Asia holds a wide range of development potential and challenges. Rural South Asia -- from
the tropical fertile Gangetic plains to the
temperate hills and mountains of the Table 2.1. Total Area and Population of South Asian Countriesof over Country ~~Total Area Population 1 999Himalayas in Nepal -- is the home of over County 000 sqkm Number million So rural
two-thirds of the region's population, Bangladesh 144 127.7 _ 76
representing about one-third of the total Bhutan 47 0.8 93

rural population in world. The largest Indiaves 3,288 9.3 74

country in the region, India occupies a total Nepal 147 23.4 88
area 3.3 million sq. km. and houses a Pakistan 796 134.8 64

population that reached 1 billion in 2000 Sri Lanka 66 19 77
Source: World Bank Develooment Indicators(Tale 2.1) The second biggest country,

Pakistan, has a total area of 800,000 sq.km. and a population of 135 million in 1999. By contrast,
Bangladesh's 128 million people, close to the population of Pakistan, live in less than one-fifth as much
space. Nepal, on the other hand, is almost the size of Bangladesh at 147,000 sq.km., but has less than
one-fifth of its population. Bhutan and Maldives have the smallest areas and populations, but are like
their larger neighbors in housing the majority of the population and labor force in rural areas.

Agriculture employs at least two-thirds of the region's labor force and contributes from 16% to
40% of the gross domestic product. It is the economic mainstay of rural life in all the countries except
Maldives, where fishing takes its place, and irrigation is the widespread support of much of the
agriculture in India, Pakistan, Bangladesh and Nepal. After farming, forestry is a prime land use and
source of employment in India, Pakistan (where deforestation is a significant threat) and Bhutan.
Whatever the wealth or paucity of natural resources or range of agro-climatic opportunities, however,
none of the region's countries is using its rural assets with the necessary efficiency.

Achievements in Human Development

Although social well-being has improved somewhat in the region, service quality is mixed, and
inequality of wealth remains high. Generally, adult literacy rates show marked improvements in all
countries. The regional average, however, is still below levels in Sub-Saharan Africa. Even in Sri Lanka,
the best performer in the region with ratings at par with East Asia, the quality of education is mixed,
especially for the poor. In the five larger countries, the share of income or consumption of the richest
20% is approximately 5 times the comparable share of the poorest 20%.

Access to safe water in rural areas expanded to over 80% in India, Pakistan, Nepal and Sri Lanka
by 2000 and 100% in Maldives. These gains contributed to a slight improvement in the Human
Development Index in Bangladesh, India, Pakistan, Nepal and Sri Lanka, although by world standards,
they are still quite low (Table 2.2). In many respects, social progress has been slow. For example,
access to sanitation in rural areas, with the exception of Bhutan and Sri Lanka, is below 50%.

4 Forest Survey of India estimate.
5 The Human Development Index measures a country's average achievements in three basic dimensions of human development-longevity and
health, knowledge and a decent standard of living. The composite index contains three variables: life expectancy at birth, educational attainment
and GDP per capita (PPP US$).
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Table 2.2: Selected human devpment indicators.
Indicator Bangladesh -India Pakistan Bhutan Maildives Nepal Sri Lanka S. Asia East Asia SSA

Human development index P/
-1998 0.461 0.563 0.522 0.483 0.725 0.474 0.733 0.560 0.716 0.464
--1990 0.412 0.510 0.462 0.414 0.699 _

Adult Literacy % age 15 and
overl/

1998 40 56 44 42 96 39 91 54 83 60
1990 35 48 35 38 .. 26 88 51

Rural Access to improved na 86 84 60 100 80 80 na 66 41
water source2/
% of popn, (2000)
Rural Access to sanitation 2/
% of popn, (2000) 44 14 42 70 41 20 83 21 35 41
Share of income or
consumption (1987-1998) 1/

-poorest 20% 9 8 10 - 8 8
-richest 20% 43 46 41 45 43 _

Note: Rural access to improved water source refers to access to an adequate amount of water from an improved source such as a household
connection, public standpipe, borehole, protected well or spring, or rainwater collection. Reasonable access is defined as the availability of at
least 20 liters per person per day from a source within one kilometer of the dwelling. Rural access to sanitation refers to access to at least
adequate excreta disposal facilities (private or shared, but not public) that can effectively prevent human, animal and insect contact with excreta.
Sources: 1/ UNDP, Human Development Report 2000; 2/ World Bank Development Indicators

Achievements in the Agricultural Sector

Critical to all SAR economies, the agricultural sector employs about two-thirds of the labor force
in the region and over 90% in Nepal and Bhutan. (Figure 2.1) The sector's contribution to total gross
domestic product (GDP) in 1998 ranged from a low of 16% in the Maldives to about 20% in Bangladesh
and Sri Lanka, about 30% in India and 40% in Nepal and Bhutan. Government programs aimed at
assuring food security have contributed over three decades to the sustained regional growth in food and
livestock production, particularly through expenditures on agricultural technologies (high yielding
varieties of seeds, fertilizers and other inputs), agricultural services (extension, credit) and rural
infrastructure (irrigation, roads and markets.) Figure 2.1: Importance of Agriculture in South Asia

In Bangladesh, net irrigated area more than 100_-_
doubled between 1980 and 1995, while in India, it c s 
increased by over 30%. Irrigation expansion not & 60 -
only permitted greater cropping intensity, but also 40

C
contributed to increased yields and a greater degree 20
of stability in farm production. Today, high
yielding varieties grow on half of the cultivated o C X

area devoted to rice in Bangladesh and all of that e 
dedicated to wheat. With the spread of high q 
yielding varieties, rice yields in Bangladesh
increased from an average of 1.1 mt/ha in 1974 to mAgricufture as % of GDP, 1999
about 1.8 mt in 1998. Sirnilarly, average wheat E]LaborForceinAgricufure 1995
yields in Pakistan increased from 1.7 mt per ha in ,
1969/70 to 2.2 mt per ha in 1999, an average Note: Agriculture labor force Bhutan (1990), Maldives (1998)

annual growth rate of 2.4%. Between 1979-81 and Source: World Bank Development Indicators.

1995-97, average fertilizer consumption in the region almost tripled from 36 to 92.6 kilograms per hectare
of arable land, approaching the world average of 97.1 kg per ha. (Table 2.3) Half of the increase in
India's grain production in the 80's and 90's has been attributed to increased fertilizer consumption, which
jumped from 34.5 to 91.2 kilograms per hectare of arable land in the same period.
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Table 2.3: Selected indicators of cultural Performance.
Indicator Bangladesh India Palistan Bhutan Maldives Nepal Sri Lanka S. Asia East Asia
Average annual growth % Agriculture 2.2 3.8 4.5 .. .. 2.3 1.5 3.7 3.5
1990-98 _ _ _ _ _ _ _ _

Agricultural value added per worker, 301 402 629 151 1,922 188 752
1995 dollars (1999) _
Fertilizer consumption (kg/ha arable 145.3 91.2 120.1 .. 35.0 239.3 92.6
land) 1995-97 1 1__ _ __ _

Agro. Machinery (Tractors/100 ha. 6 85 145 .. .. 15 85 61
Arable land) 1995-97
Cereal Yield (kg per ha) 1999 2791 2289 2217 ..1456 2500 1987 3191 2253 3016
% Paved roads 1998 9.5 45.7 57 .. .. 41.5 95 57 17.4
Telephone mainlines per 1000 people 9 22 19 16 71 8 28 19 70
1998 1 1 1_

Annual rate of deforestation % -1.3 -0. 1.1 .. 1.8 1.6
change (1990-2000) _
Annual freshwater withdrawals as % 1.2 26.2 61 13.8 19.5
of water resources 1999
Source: World Bank Development Indicators.

These investnents expanded cultivated area, Figure 2.2: Food Production Index, 1990-1998.
increased cropping intensity and yields, and fostered _
agricultural growth. The result: South Asia achieved a 16

self-sufficiency rate of 97% in cereals in 1995-97, and 140-
F7 120farmers diversified to other higher value crops like 'a;
00 iocotton, oilseeds, vegetables and fruits. India, Nepal and z 100

Pakistan, as shown in Figure 2.2 displayed the highest x 80
rates of food production growth, as measured by the 3 60

food production index, with increases over 40% in = 40 -

Pakistan and about 20% in India and Nepal between Q 20
1990 and 1998.6 An analysis of the sources of l 0 I
production growth for rice and wheat in India shows a . w
significant area effect and larger yield effect in the 2 <. , 

1980s and 1990s (Table 2.4). Despite a doubling of the
population, and increases in food consumption, net 01980 03 1990 0 1998

cereal imports have declined considerably in most Source: FAO.

South Asian countries.

The poor received some important benefits from Figure 2.3: Livestock Production Index, 1990-1998

these three decades of growth. Increased supply, for o 160
instance, led to declining real prices of food. Greater | 140
agricultural intensification and diversification increased ' 120

the demand for labor and contributed to rising o 100
agricultural wages, a major factor in the decline in rural x s
poverty.

60

Rising incomes further spurred increasing l 40 H
demand. As prices fell and earnings rose, livestock l 20

production also increased significantly as measured by I1
the livestock production index, especially in 0.

Bangladesh, India, Pakistan and Sri Lanka (Figure | , 6,
2.3).7 In Sri Lanka, the value of livestock and poultry l
output increased by 3.6% and 12% per annum, * 0 1980 01990 * 1998

respectively, during the 1990s. In India, the value of Source: FAO

livestock output grew by over 4.5% per year, between

6 Food production index covers commodities that are considered edible and that contain nutrients. Coffee and tea are excluded.
7Livestock production index includes meat and milk from all sources, dairy products such as cheese, eggs, honey, raw silk, wool and hides and
skins.
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Table 2.4 Sources of Production Growth for Rice and Wheat in India
Period Yield Effect Area Effect Interaction of Area & Yield Production Increase

Rice T_I_I_ __L_1
TE 67/68-80/81 69% 23% 8% 78%
TE 81/82-90/91 84% 11% 4% 106%
TE 91/92-97/98 97% 3% 0.2% 31%
Wheat
TE 67/68-80/81 37% 38% 25% 343%
TE 81/82-90/91 78% 15% 6% 281%
TE91/92-97/98 59% 36% 5% 191%
Note: TE -Triennium Ending
Source: World Bank, 1999, India Food Grain Marketing Policies: Refornling to Meet.

1990/91 and 1997/98. It is expected to increase even faster due to rising incomes combined with the high
income elasticity of demand for livestock products.

Some Major Challenges and Opportunities

The gap between urban and rural areas in access to and quality of basic social services - health
and education, in particular - profoundly disadvantages the rural poor. It is urgent, therefore, to
increase emphasis on more effective delivery of social services in rural areas. Such a win-win policy will
help reduce the vulnerability of great numbers of the poor and curb social inequities. Improved access to
health and education is also critical to building a strong, skilled human resource base in rural areas to
meet the needs of the farm and non-farm sectors, which in turn is vital to promoting rural and overall
economic growth, improved rural incomes and thus poverty reduction.

The challenge of recasting long-standing programs of self-sufficiency in foodgrains to focus
on food security also presents a major opportunity for reassessing and revising agricultural
development programs. While continued measures are needed to ensure sustained foodgrain productivity
growth strong enough to help meet local consumption requirements, success in achieving food self-
sufficiency in most SAR countries opens the way for a more comprehensive approach to agricultural
development. It would, in part, seek to capitalize on rising domestic and international demand for higher
value agricultural, livestock and marine (fish and shrimp) products. The transition will require readjusting
government priorities in many areas, including in technology generation and dissemination, which
traditionally focused on cereals. Taking advantage of the changing market will mean fostering an
environment that encourages growth in higher value sectors, not least through policies that stimulate
private sector participation and investments. A simultaneous set of challenges, however, comes from the
heightened competition and risks of increasingly liberalized and globalized world markets. To meet
them, SAR countries will need to strengthen the capacity of the large base of smallholder farmers to
remain competitive and capitalize on comparative advantages. Similarly important, for agriculture to
grow more rapidly and sustainably, policies will have to insure the conservation and sensible use of each
country's increasing scarce natural resource base (land, water, forests, marine).

The non-farm sector is also critical, since growth there will not only promote rural growth
generally but will also utilize the large rural labor force more productively. It would not be realistic to
expect the agricultural sector alone to produce all the necessary jobs for rapidly growing rural
populations. To attain more rapid non-farm growth, however, will require progress in several areas.
Among them is creation of an enabling environment that improves the incentives for private investments
in rural non-farm activities (favorable policy and regulatory environment, adequate infrastructure and
support services, etc.) In addition to ensuring continued growth in agriculture, greater emphasis on
health and education is needed to develop a broad base of skilled workers.
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III. Lessons from Experience

The Bank's long involvement in the region points, among other lessons, to the crucial
importance of a comprehensively coordinated approach to rural development. To hasten poverty
reduction in rural areas, policy and program efforts need to support, coordinate and link work in social
services, agriculture, infrastructure, natural resources, finance and rural non-farm development. This
approach requires integrating policies and programs in several key areas. The most critical are:

* Redefining and re-orienting the roles of Government (at all levels), communities and private sector to
achieve synergies among various sectoral development efforts, especially fostering commnunity
participation and rural decentralization to ensure greater government accountability and effectiveness;

* Creating an enabling policy and regulatory environment (i.e. land, input, credit, power, output-
markets) and developing appropriate institutions to encourage private investments in rural areas and
ensure sustainable use of natural resources (water, marine, forests, land);

* Ensuring appropriate levels and composition of public expenditures for productivity-enhancing
investments for sustained human development and long-term rural growth;

* Supporting research and technological innovations to improve and sustain agricultural productivity
growth; and,

* Ensuring that development initiatives are inclusive so that benefits reach vulnerable groups as well
(e.g. women, tribals, landless).

A holistic, integrated approach to rural development recognizes that complex, multi-dimensional
and at times unpredictable (e.g. weather-related shocks) circumstances often prevent rural households in
South Asia from escaping poverty. The World Bank's assistance strategy for accelerating poverty
reduction in the region builds on this premise, attacking the diverse problems from several perspectives.
At one level, the strategy requires actions to improve the productivity, well-being, and assets of the rural
poor above and beyond the traditional, discrete emphasis on agriculture and increasing agricultural
output. The more expansive approach envisions providing adequate support to other critical sectors,
particularly education, health, finance, infrastructure and rural non-farm activities, so as to capitalize on
their separate and mutually reinforcing contributions to poverty reduction. At the same time, however,
the strategy also requires ensuring support for effective safety net mechanisms to help rural households
cope with adversity and reduce their vulnerability to shocks (due to health, weather, natural disasters,
price downturns, etc) that push them into or deeper into poverty.

This integrated approach to rural development places increased emphasis on developing the
region's rural non-farmn (RNF) economy. The non-farm economy refers to a wide range of activities
including but not confined to manufacturing, services, commerce and transportation, mining and
construction, and other small industry. Unable so far to fully exploit the linkages with agriculture, rural
and urban centers, and the global market, the RNF sector has grown slowly in the region. International
experience suggests that with the proper social and economic infrastructure (access to education and
health, water, electricity, roads, credit, etc.) and enabling environment, the RNF economy can become an
important engine for growth and poverty reduction. Evidence from Bangladesh shows that one dollar of
income in agriculture is associated on average with a $1.21 increase in rural non-farm (RNF) income.
This income multiplier shifts upwards, for instance, with an increase in road density. Given that a one
percent increase in road density boosts the multiplier by 47%, it is vital not to underestimate the
importance of rural roads and rural electrification to both the agriculture and RNF sectors.

Improving access to credit for the rural poor is both a challenge and a strategic opportunity.
The formal financial system often fails poor rural households. Its informal counterpart imposes very high
interest rates and excessive collateral requirements on very short-term loans. Although some civil society
and public sector micro-finance initiatives have scored some successes in improving the efficiency of the
region's rural financial system, even they have an imperfect record of reaching the poorest potential
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Box 3.1. Horticulture Export Market Development: The Case of Hortex, Bangladesh

The Horticultural Export Development Foundation (Hortex), a nonprofit private organization, was established to provide support to
pioneering horticultural production and export promotion in Bangladesh. A pilot activity funded under the Agricultural Services Innovation and
Reform Project (Credit 3284-BD, a LIL), Hortex held demonstrations and trials to produce and export fresh fruits and vegetables such as
French bean, chilies and baby pineapple; frozen vegetables; organically farmed products; and omamental crops such as Chinese palm.
Mobilizing rural communities through NGOs, it offers training to contract growers and private and NGO exporters in producing, grading,
packing and quality control and transports produce in cool containers to the airport. For this assistance, Hortex receives a token service charge
from the production/exporting organizations. Hortex also supports priority research on potential exportable commodities, organizes seminars,
conducts market promotion and awareness campaigns and initiates policy dialogue with Govemment on horticultural production and export.

Hortex has made significant progress, establishing its reputation at home and overseas. Through its activities, it facilitated the
development of contract farming for exportable horticultural products by landless, marginal and women farmers. At the farm level, over 50%
of the additional employment generated was for women, while women made up over 90 percent of the pack house level workforce. The
program has generated rural employment amounting to over 34,000 person-days at the farm level and 16,000 person-days at the pack house
level. As a result of the initiative, exports of fresh fruits and vegetables (mainly French bean and green chilies) reached a total of 535 tons in
just one and half years of operation. Originally, Hortex put considerable effort into promoting French bean production and marketing because
it represented a means of entering European supermarket network. Although, Hortex has made good progress in developing partnerships to
produce and pack exportable horticultural products, the foundation still has to strengthen its marketing abilities.

Hortex operations indicate that poverty alleviation may be achieved through agri-business development under supervised contract
farming with landless/marginal farmers and destitute women and through quality grading, packing and marketing of fresh produce to local and
intemational markets. Hortex, which has helped an NGO attain a level of technology that enables it to run the production and export business
by itself, is an example of a successful partnership between the Bank, NGO, farmers, private sector and other donors such as DFID. The
Hortex approach was successful because it focuses on the factors that make the whole production-export system work effectively, efficiently
and competitively under a chain of comnuand -- from high quality production to quality controlled efficient packing and marketing to up-stream
markets in Europe and the Middle East. The partnership approach may be applied to other agricultural production systems such as aromatic
rice, poultry rearing, dairy production, pond fish culture and to non-farm activities as a means of generating employment, increasing rural
income and reducing poverty.

borrowers. The World Bank will pay close attention to these issues in its rural credit activities in South
Asia.

The need for coordination in formulating and implementing the rural development strategy
applies to agricultural and closely related programs, not just to linkages with social, safety-net and
financial programs. Recent natural resource projects assisted by the World Bank have registered some
success with a comprehensive approach. For example, watershed development projects aim to improve
the productive potential of watersheds, enhance livelihood and production systems and strengthen
community and institutional arrangements for natural resource management. They involve an integrated
multi-sectoral approach to planning and implementation of complementary investments in agriculture,
forestry, water management, livestock, and rural infrastructure, undertaken at the village, micro-
watershed, and district and state administrative levels (See Box 5.2). Within a particular commodity
system, a holistic approach implies focusing on various policy, institutional, infrastructural, and technical
weak links in the value chain from input supply to production to marketing. The Bank supported
HORTEX pilot experience in Bangladesh highlights the importance of adopting such an integrated supply
chain approach. (Box 3.1) To deal effectively with water issues similarly require a multi-faceted
approach that concurrently addresses the policy and regulatory, institutional and infrastructural constraints
to ensure longer-term sustainability of investments. The elements include a comprehensive and integrated
approach to planning and managing water resources on a multi-sectoral and river basin basis, closer
coordination with agricultural research and extension systems to increase water productivity and greater
emphasis on community participation, environmental impacts, and resettlement. These projects may
serve as good examples of how integrated approaches to rural development can be put in practice.

Redefining and re-orienting the roles of Government, Communities, and the Private Sector

Hastening the pace of poverty reduction in rural areas will require changes in public and private
sector roles. In all South Asian countries, there is growing consensus favoring fundamental reforms of
public sector institutions to deal with their generally excessive size, cost and inefficiency as well as
frequent corruption. While public administration in all countries exhibits some positive governance
aspects - well-developed human resource bases and dedicated cohorts of professional staff, national, state
and local government institutions often leave out the poorest and most vulnerable groups (women, ethnic
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and religious minorities, scheduled castes and tribes.) The lack of community and stakeholder
participation in the planning, design and implementation of government programs, moreover, results in
poor implementation and neglect or distortion of community priorities. These shortcomings often
compromise programs' effectiveness and sustainability. Some programs, however, have made progress
toward right-sizing and reorienting government, one example being the case of rural water supply in
India. It illustrates the successful commitment of central and state governments to working with
communities, local governments and private sector to improve access to and quality of rural water supply
(See Box 5.1). Political instability in other regional countries makes comparable progress in policy and
institutional reform more difficult.

Decentralization presents a promising opportunity to improve service delivery, responsiveness,
and accountability at the local level. All SAR countries are giving increased attention to the concept of
shifting government responsibilities downward, and in India and Nepal, following the adoption of
decentralization legislations, local governments are being given greater priority, recognition, and
authority. A Local Government Plan (2000) being prepared in Pakistan proposes devolution of political
power, decentralization of administrative authority and distribution of resources to district levels. Most
rural local governments, however, are still weak, and sometimes non-functioning, non-responsive or non-
accountable' To ensure successful decentralization, two issues deserve top priority: (i) support for
developing an effective framework for and management of the decentralization process and (ii) capacity
building of local governments to meet the demands of their new roles.

Where they have been adopted, community-driven approaches to rural development have shown
promising results in targeting the poor and reducing poverty. Experiences in water (irrigation and
drinking water), watershed and forestry management, micro-credit, rural infrastructure and income-
generating activities in India, Nepal, Sri Lanka and Bangladesh are producing encouraging results in
empowering communities and increasing household incomes. (Boxes 3.2 and 3.3) Where the government
and non-governmental organizations play important roles in facilitating such initiatives, social
mobilization and capacity building of communities to take over and manage priority activities are
essential. More experience, however is required in improving the links between community groups and

Box 3.2: Sri Lanka Village Self-help Learning Initiative: A Community Driven Development Model

The Village Self-help Learning Initiative (VSHLI) is a pilot project being implemented as a component of the on-going Mahaweli
Restructuring and Rehabilitation Project (MRRP) in Polonnaruwa district in the North Central province of Sri Lanka. The VSHLI concept
embraces an innovative strategy to create a sustainable and viable institutional model to (i) empower village communities with overall
management control, decision-making, resource-accessibility and self-reliance through various capacity building techniques and (ii) create a
unique partnership model that allows communities to remain integrated, coordinated and successful units able to achieve sustainability after
the project has phased itself out.

The district of Polonnaruwa, one of the poorest in the country, consists of about 77,000 households. The first set of pilot villages
covers about 850 families (5000 population), among whom more than 50% of the households are beneficiaries of the national safety net
programs (Sumurdhi grant) and live on less than a dollar a day. Weerana, under the Mahaweli System B, is the first pilot village to implement
VSHLI. Ethumalpitiya and Nissankamalipura, two other pilot villages under the administrative structure of Division Secretary, have an even
greater need for assistance since their resource base is significantly weaker. They have no land and water resources, and there are limnited
opportunities for income generation activities. More than 90% of the population are encroachers who came from other districts. Prior to the
pilot, the village communities in these villages exhibited a sense of helplessness. During the fifty years since early settlement established
these villages, no comprehensive development has been carried out to address their increasing problems.

With the introduction of the VSHLI pilot in mid-1999, the community has begun to gain an air of confidence attributable to genuine
empowerment. The villagers have developed their respective Village Development Plans (VDPs) in a highly participatory manner and set up
the Village Companies (registered under the Companies Act) to manage resources and implement the developmental activities. The village
communities are enthusiastic and committed to the establishment of effective participatory processes. This is the first time in a long period
that the entire community has come together for a common purpose regardless of political, religious and socio-economic differences. Despite
deep-rooted political and factional differences, almost all villagers have become members of the Village Company. The successful design of
the first year's developmental activities (such as drinking water supply and irrigation rehabilitation) show the true spirit of informed decision
making and genuine contribution by the communities. The innovative components of the entrepreneurial development program and village
information centers offer great hopes to the women and unemployed youth in these villages. Encouraged by the early successes of the pilot,
the Government of Japan has approved a Japanese Social Development Fund grant to test further this approach in six additional villages.
Changing the mindset of people, however, is a challenging and time-consuming task, especially as the people of Sri Lanka are totally
dependent on government in all spheres of their activities. The opportunity under the pilot provides the incentives to bring together and to
really "make that difference" by the community for the community.

The VSHLI pilot is still only in the second year of a five-year implementation period, but it shows considerable promise as a
community driven initiative that could be replicated in other areas.
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Box 3.3: Joint Forestry Management in India
Forestry in India is characterized by the high interdependency between forest ecosystems and the rural poor, especially indigenous and

other marginalized groups. Roughly 300 million people still depend to some degree on forest resources, and approximately 100 million people
-- among the poorest of the rural poor -- live on forest lands. Demographics therefore assure that potential benefits of Joint Forestry
Management (JFM) projects would accrue to income-poor and other marginalized populations. JFM components of existing Bank-supported
forestry projects in Andhra Pradesh and Madhya Pradesh cover over 20,000 villages and 2 million hectares. Investments in JFM will build and
improve returns on the community through increased forest productivity and more favorable benefit-sharing arrangements.

Experience from past projects indicates that JFM success depends on the following key principles: (i) vigorous participation by
communities and strong community institutions; (ii) a strong policy and legal framework for JFM for forest resources and benefit-sharing
arrangements; (iii) government commitment to institutional reform and safeguard policies on involuntary resettlement and indigenous peoples
(iv) a communication strategy that ensures systematic flow of reliable information among all stakeholders including advocacy groups; and (v)
independent monitoring and evaluation of JFM activities in general to ensure that project interventions improve livelihoods and forest
conditions and that benefits and costs are equitably distributed.

Joint forest management seems to have taken root most strongly in the state of Andhra Pradesh. Several features of the Andhra
Pradesh program distinguish it from other JFM programs:

* Funds for forest works are transferred directly to the village committees, increasing their sense of ownership in the forests and the
program. The committees also get 100 percent of the incremental production of timber and are required to invest half of that in the
village fund, thus ensuring sustainability.

* The committees have the power to dispose of timber and bamboo in the open market through auction.
* Eight hundred NGOs are participating in the project.
* JFM is not merely confined to the 1,665 Bank villages; in addition, Vana Samarakshana Samithis (forest protection committees)

have been formed in 4,606 more villages.
* The program is also being funded from the poverty alleviation budget of the Rural Development Department, which has enabled the

state to broaden the coverage of the project.
* The FD, down to the lowest levels, has strong commitment to participatory methods, thanks to vertically integrated training

programs and continuity of excellent leadership.
* Unlike other states, in Andhra Pradesh there is a strong emphasis on involving the press; visits by senior officers and politicians to

the villages allow for publicity for the good work done.
Political commitment to building community participation is strong in the state, and the leadership sees political mileage in vigorously

pursuing the agenda for building up local communities and for decentralization.

local governments and in ensuring that the poor and vulnerable groups participate in and benefit from
these undertakings.

Along with decentralization and increased efficiency, government needs to withdraw at an
appropriate pace from activities that the private sector could handle better. In the countryside, small,
medium and large private enterprises and cooperatives and user and community groups can supply a
range of inputs and conduct agricultural commodity marketing more smoothly than government -- as long
as the latter (as discussed in the next section)--.provides the regulatory framework to ensure competitive
markets. Making space for the private sector also entails promoting public enterprise reform, adopting
anti-corruption strategies and judicial reform. As for water services, agricultural research and extension,
livestock services, forest management, education and health - that because of externalities markets fail to
provide efficiently - reform strategies should emphasize creating a level playing field that permits both
the government and the private sector to operate.

Creating an Enabling Policy and Regulatory Environment

Heavy-handed regulation has often barred or discouraged the private sector from playing an
important role in rural development. Private entrepreneurs, cooperatives and farmers, user and
community groups in rural areas not only provide employment, but also supply essential products and
services required both for consumption and for inputs to income-generating activities on or outside the
farm. In several SAR countries, however, the heavy and pervasive regulation of domestic markets for
agricultural, fisheries and forest products unnecessarily increases marketing costs, dampens private
incentives for diversification and for investments based on comparative advantage and reduces dynamism
in both the rural and non-farm rural sectors. India, for example, controls storage, transport, size of
enterprise, access to working capital, type of packaging material used, etc. (Table 3.1) The impact of
such over-regulation combined with poor rural infrastructure (roads, markets, telecommunications, and
electrification) discourages private investments in employment generating non-farm rural industries and
services. As the economies of South Asian countries open further to external trade, an inevitable
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Table 3.1: Policy and Regulatory Environment for Domestic Trade of Ma-or Commodities in India
REGULATION IRICE |WHEAT ISUGAR IO[LSEEDS |COTTON ILIVESTOCK

____ ____ ____ ___ ____ ___ ____ ___ G overnm ent of India_ _ _ _ _ __ _ _ _ _ _ _ _ _

Price Support _

Transport controls bfted* Lifted Lifted Lifted lifted
Storage controls lifted* Lifted* Lifawd Ufted*
Zoning _

Forced Procurement _ _ X X
Srr,all Sc3le Re;er%ation 
SeIecmiie Credii ComnLr:I. Lifted Li fled Lifted Lflted lfted
Jute PNckaging Rqi _ _ _ _ _ _ _ _

E%ponrlmpon Controls = _ _
Future' Banned _
Conuiumer Pnce SL,b.IdN _ _ _ _

__ __ __ __ _ _ _ _ _State Government _ __
Mill Output Price Control _ _

Milling Levy
Storage controls
Transport Control _ =
Consumer Price Subsidy . _ ; ;
Shaded cells-commodities where regulation exist and enforced. Lifted-temporarily lifted, *-although lifted at the Central level, state
level controls are still enforce in some states. # Lifted from some varieties.
Source: World Bank, 1999a; World Bank, 1999b.

outcome of increased globalization, additional pressures will affect both the agricultural and non-farm
rural economy. Without reform of the existing domestic policy environment and the establishment of
appropriate support institutions to enable local entrepreneurs to remain competitive, what should be a
positive move could instead have negative ramifications for the rural poor. Increased trade and domestic
deregulation will be necessary to promote faster growth in traditional areas of private sector operations-
rural industries and services. Liberalization of input and output markets and efficient financial markets
would increase private sector participation in the rural economy.

Laws and rules governing rural land ownership and leasing not only impede desirable
investments but also contribute to the degradation of such natural resources as forests. Access to and
secure property rights to land are of fundamental importance in rural South Asia. The incidence of
poverty is highly correlated with lack of access to land, although the direction of causality could work
both ways. The weight of international evidence strongly endorses a rural growth strategy based on the
dynamism of economically viable family farms. Recent World Bank sector work8 for India identifies
several critical areas for action there and in varying degrees throughout the region. The reforms include:
(a) selectively deregulating land-lease (rental) markets; (b) reducing transaction costs in land markets
partly by improving systems for land registration and management of land records, (c) critically
reassessing land administration agencies and finding ways to improve incentive structures; (d) improving
transparency of land administration and public access to information; and (e) strengthening institutions in
civil society to provide the awareness, monitoring, and pressure needed for successful reform and to
provide checks and balances on inappropriate uses of state power. Further, reflecting both the potential
contribution of women to rural development and the many obstacles in their path, it is important to
promote women's independent land rights through policy measures that increase their bargaining power.
These are some of the areas the World Bank will be addressing in SAR countries to varying degrees.
Some related operations are already ongoing in Pakistan and Sri Lanka.

Ensuring appropriate levels and composition of public expenditures

Public outlays for rural development - often misdirected and diminishing - need to be
reoriented and, in many cases, raised to promote growth. Several decades of deteriorating levels and
composition of public expenditure and the SAR governments' continuing highly interventionist approach

8 Meams, Access to Land in Rural India, World Bank (1999).
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in the rural sector have contributed to the erosion of the foundation for more rapid and sustained rural
growth and poverty reduction. Public expenditures in the rural sector in Nepal are declining with real per
capita spending in FY97 and FY98 only 59% and 77%, respectively, of spending in FY95. In
Bangladesh, total public sector agricultural spending is less than 1% of GDP. The declining share of
spending on development programs and the increasing share of recurrent budget being spent on wages
and salaries have lowered the quality of staff services and operations and maintenance.

By contrast, the Indian rural economy has no dearth of public financial support. Central and State
governments spend close to 23% of agricultural GDP on agriculture and rural development, equivalent to
6% of GDP. Two key factors, however, limit the effectiveness of government expenditures: unbalanced
composition and low efficiency of public spending. Largely untargeted subsidies, accounting for nearly
half of public spending, crowd out capital and the non-wage operations and maintenance that promote
private investment, non-farm sector and productivity growth and poverty reduction. In India, one
important consequence of the unbalanced composition and low efficiency of public spending is its
negative effect on the growth of real daily wages in rural areas in the 1990s - a key link between
agricultural growth and poverty reduction. The slower growth in rural wages is partly attributable to: (i)
slower growth in demand for agricultural labor in the 1990s; (ii) a slow-down in agricultural productivity
growth; and (iii) unevenness in agricultural growth, with the Eastern Indian States (where poverty is
concentrated) benefiting least. The latter two results are partly attributable to the decline in public
spending on productivity- and income-enhancing investments, such as technology generation and
dissemination, education, health, irrigation and other rural infrastructure and services.

In other South Asian countries, deteriorating fiscal management, including the increasing burden of
subsidies for energy, irrigation, fertilizer and food, has reduced delivery of essential rural services and
maintenance of existing rural infrastructure. The fiscal requirements for development programs to
eliminate rural poverty in each of the South Asia countries are enormous. Given the increasing
competition for scarce fiscal resources, a reorientation of public expenditures and ensuring their
effectiveness would be extremely critical.9

Supporting research and technology dissemination

Running up against limits on area that can be cultivated, South Asia must apply technological
innovations to improve efficiency and sustain productivity growth. If the region's population almost
doubles, as projected, from 1.4 billion in 2000 to 2.2 billion in 2045, the challenge of keeping agricultural
growth rates at par with population growth will require putting available technology to better use and,
through energetic research, developing new and more efficient growing methods. The average rate of
agricultural growth per annum during the period 1990-98 was 1.5% in Sri Lanka, about 2% in Nepal and
Bangladesh, 3.8% in India and 4.5% in Pakistan. This pace is particularly worrying as there are
indications that the rate of growth of total factor productivity is slowing down in many areas. In Pakistan,
for example, it is estimated that large, existing productivity gaps in major crops indicate an opportunity to
boost productivity by as much as 30-40 percent over the short to medium term. This projection is based
on wider diffusion of available, improved crop production technologies, more efficient use of land, water,
and other inputs and better post-harvest handling of produce. Other SAR countries can score similar
advances.

New emphasis on agricultural research and on dissemination of technology should be focused on
rainfed and marginal areas - where the majority of income-poor households are located, areas that earlier
technological improvements bypassed. Effectively meeting the technological needs and challenges of the
21st century will also require greater coordination and collaboration among national agricultural research

9In 1998, the fiscal deficit amounted to 9% of GDP in India, 8% of GDP in Nepal and Sri Lanka, 6% of GDP in Pakistan, 5% of GDP in
Maldives and 4% of GDP in Bangladesh (World Bank Development Indicators).
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systems, regional research centers and the CGIAR on national and regional initiatives and between the
public and private sectors to build synergies among research and dissemination efforts.

Social services and development benefits for the vulnerable

Too many development programs bypass the women, landless, indigenous peoples and other
vulnerable groups of South Asia. To reach and include them requires a deeper understanding of poverty
and its underlying causes; an emphasis on building critical human, social, and physical assets; and more
effective delivery of basic services. For example, despite improvements, access to education and health
care remain, along with other social indicators, below desired levels especially in rural areas and among
women and female children. Such poor delivery of basic services works to limit progress in human
development. Literacy rates are lower in rural compared to urban areas and among women compared to
men. In Nepal, the rural literacy rate (33%) in 1995/96 is more than 50% lower than urban levels. In
India, the adult literacy rate in rural areas (54%) in 1995/96 is significantly below those in urban areas
(77%), with rural female literacy rates (31%) only about half of rural male literary rates (NSSO 1998.)
Even in Sri Lanka where literacy rates are higher than most other SAR countries, it estimated that only
about 26% of all primary students master basic literacy skills and only 18% master basic numerical skills
(NIE, 1995).

Although infant and child mortality and malnutrition rates have improved considerably, the bias
against rural areas means that other regions have made stronger progress in health. (Table 3.2) For
example, in India the child mortality rate is 33 per thousand live births in rural areas compared to 17 per
thousand in urban areas; while the malnutrition rate among children under three years old in rural areas is
50% compared to 38% for urban areas (NFHS-2 1998-99). The problem of HIV and other major diseases
is serious in many countries, but access to health services by the poor remains limited. The health
services gap between urban and rural areas has to be overcome.

Table 3.2: Selected Social Indicators for South Asia and Other Regions
Indicator Bangladesh India Paidstan Bhutan Maldives Nepal Sri Lanka S. Asia East Asia SSA

Under-5 mortality rate (per 106 105 136 116 87 100 19 106 46 106
1000 live births) 1998 __

-- 1970 239 206 183 267 255 234 100 206 118 138
% Under-5 suffering from
moderate and severe
(1990-97)
--Underweight 56 53 38 38 39 47 34 51 20 30
--Wasting 18 18 16 11 13 17 8
--Stunting 55 52 30 48 33 52 42
Matemal mortality ratio 440 410 .. 380 350 540 60
1990-98 (per 100,000 live
births) I

Source: UNDP, Human Development Report 2000; UNICEF, The State of World's Children 1998.

While gender indicators, too, are improving, the overall picture remains one of stark inequality for
women. The male/female ratios in terms of female population, adult literacy and primary school
enrollment show females continuing to suffer discrimination (Table 3.3). Amartya Sen attributes this to
"the comparative neglect of female health and nutrition, especially but not exclusively during childhood."
Better reproductive health and childhood nutrition services, higher rates of literacy, greater access to
water and sanitation infrastructure, and more emphasis on empowering women will all contribute to
greater equity.

The country averages also disguise variations based on caste and geography. In Nepal,
"untouchables" have a life expectancy of 45 years, 15 years less than upper-caste Brahmins. In India,
adult literacy rates among women of scheduled tribes, most of whom live in rural areas, was 29%
compared to 39% for all Indian women. Country averages further mask the wide geographic diversity in
these indicators within the country. In nutrition surveys by the National Nutrition Monitoring Bureau
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(NNMB) of rural areas in India (1994), the percentage of children underweight in nine large Indian states
varies from 50% to almost 80% and severely underweight from 15% to 35% (Figure 3.1).

Recognizing the persistence of rural vs. urban, gender, caste or ethnic and geographic biases
may help in the design and targeting of development programs.

Table 3.3: Gender indicators in South Asia
Indicator Bangladesh India Pakistan Bhutan Maldives Nepal Sri Lanka S. Asia
Female popn as % of total 2000 49 48 46 50 47 50 50 93
Adult female literacy as % of 55 59 46 52 100 37 93 57
male 1997 ._ .
Female primary school enrollment 82 81 61 77 98 67 99 79
as % of male 1993 1
Female life expectancy as % of 100 100 103 108 97 100 106 100
male 1997 100 1 106 ____

Source: Human Development Report in South Asia 1998 and 2000.

Figure 3.1: Percentage Distribution of Underweight Children (1-5 Yrs) in Rural Areas in India, 1994
(Underweight - <Median - 2SD, Severely Underweight- <Median -3SD)

80%-l

50% _

30%%- ; &'l

0%~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~.

M Underweight S Severely Underweight

Note: R - rural areas only, UP* -1996/97 figures. AP- Andhra Pradesh, Guj-Gujarat, Kar-Karnataka,
Ker-Kerala, MP-Madhya Pradesh; Maha-Maharashtra, Oris-Orissa, TN-Tamil Nadu, UP-Uttar Pradesh
Source: National Nutrition Monitoring Bureau (India), 1996.
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IV. South Asia Rural Development Strategy and Country Action Plans

To eliminate poverty in South Asia means concentrating on rural poverty. For the World Bank
it means working in close partnerships with our client countries to implement an integrated, holistic
strategy for broad-based rural development. Such an effort -- coordinated with other donors and
international agencies -- will require the complete commitment of the countries of the region to foster
social well-being in a region where the largest share of the world's poor live and accelerate progress there
toward the eradication of poverty. In support of this endeavor, the South Asia Region of the World Bank,
in close partnership with government and other local stakeholders, has put together an assistance strategy
and action plan for the short- to medium-term. The framework (Figure 4.1) also advances goals of the
global development community.

This regional strategy has three major elements:

(i) fostering rural growth and opportunities for rural households, especially for the rural poor;

(ii) empowering communities and the rural poor to meet priority economic and social needs and thus
enhance well-being; and

(iii) enhancing the capacity of rural households, especially the poor, to overcome and manage insecurity
and risks.

Bank strategy will emphasize assisting client governments in establishing the policies and
practices that encourage the more rapid and sustained growth in rural productivity and income needed
to reduce poverty. Our lending and non-lending support will stress:

(i) rationalization of public expenditures so as to shift the emphasis to outlays that would direct
economic and social benefits to the poor;

(ii) reforming the policy and regulatory environment to foster more efficiency in input (land,
credit) and output markets (trade, agro-processing, rural industries) and greater private sector
participation in productive undertakings in rural areas, and

(iii) reorienting public sector institutions in general to improve overall governance and greater
decentralization, and -- in particular sectors including agriculture, water, forestry, energy, health,
education, finance and infrastructure -- to achieve more effective delivery of services, especially
to the poor, while ensuring the sustainable use and management of natural resources.

The Bank will continue to support critical investments in rural irrigation, agricultural research and
knowledge transfer, roads, schools, health centers, rural electrification, etc., primarily drawing on greater
community/beneficiary participation and links to key policy and institutional reforms.

Another keystone of the Bank's strategy is support for measures to improve the functioning of
government and social institutions, especially for the benefit of the rural poor. An integral aspect of
our non-lending and lending activities will be promoting:

(i) the adoption of decentralized, participatory and beneficiary-driven approaches designed to
improve the delivery of such rural services as drinking water and rural sanitation, irrigation,
extension, micro-credit, education and health;

(ii) community management for the sustainable use of natural resources (joint forest management
and watershed management);

(iii) fiscal and administrative decentralization to local governments; and

(iv) measures to improve governance and social inclusiveness of public sector institutions across
income, gender and ethnic groups.

These activities will build on supporting analytical work to draw on past experiences and best practices.
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Figure 4.1: Framework for Rural Development and Poverty Reduction in South Asia
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Contributing to the reduction of the vulnerability and risks faced by the rural poor is another
priority of the South Asia assistance strategy. Such assistance would seek to mitigate the risks and assist
affected households to recover from natural catastrophes such as floods, droughts and hurricanes (e.g.
disaster and coastal management) and to improve the effectiveness of existing government safety nets
(e.g. food and rural employment.) In addition to weather-related and similar risks, those stemming from
changes in government's role and from increasing reliance on the private sector and markets, hastened by
increased globalization, will expose the rural poor to more acute income, price and other shocks. A
variety of measures can help reduce the vulnerability of the rural poor in such circumstances. Among the
necessary undertakings, some would make delivery of surface irrigation and ground water more reliable
and sustainable. Additionally, irrigation and drainage management, improved watershed management,
rural infrastructure and agricultural support services (e.g. pilots for crop insurance and micro-finance)
would build the capacity of the rural poor to diversify their income sources as well as mitigate a range of-
risks. The strategy includes support for greater clarity in property rights, enhancing their security so as to
permit greater access by the landless and the rural poor to land in better-functioning land sales and rental
markets. Securing access to forest resources and diversifying the community asset base and sources of
income will also reduce vulnerability, as will improved access to health services, education, nutrition, safe
water, and sanitation services that should shield households from ill health or death due to disease.

Development needs and therefore priority areas for assistance vary significantly among our
client countries in South Asia. (Table 4.1) In matching those diverse needs to the Bank's strengths and
technical and financial capacity, relative to our other development partners, the short-to-medium-term
rural development strategy divides its action programs among four priority areas. They are:

a) Enhancing human and social capital development in rural areas. Our program of assistance
focuses on health, nutrition and education and encompasses support for socially inclusive local
decentralization and community-driven initiatives targeted to the rural poor.

b) Facilitating rural and non-farm growth and competitiveness. Our program of assistance
aims to improve the effectiveness of government through fiscal and governance reform and
decentralization, the reform of the policy and regulatory environment to foster more efficient input
(fertilizer, seeds, land, credit, etc.) and output markets (trade, agro-processing, rural industries) and
greater participation of the private sector in rural areas. Further, it will promote the rationalization of
expenditures in rural areas to focus on investments that meet the social and economic needs of the poor
and the restructuring of public institutions to make government safety nets and the delivery of services in
agriculture, water, forestry, energy, health, education, finance and infrastructure more effective.

c) Fostering efficient, sustainable and equitable use of water resources. We will continue to
support our program for the water sector, but increasingly emphasize the adoption of a comprehensive
and integrated approach to planning and management of water resources (surface and groundwater) on a
multi-sectoral and river-basin level. As an ingredient of that approach, we will foster greater user
participation in the management of systems; increased cost recovery to ensure longer term financial (and
fiscal) sustainability of operations, particularly for surface irrigation systems; and shifting the financial
and institutional incentives of water agencies towards greater client orientation and the delivery of high
quality water services.

d) Improving natural resource and environmental management. We will continue to support
forestry and fisheries sector programs in the region to ensure the sustainable use and management of
natural resources, especially in environmentally fragile areas (fisheries, coastal areas and forests.) We
will also continue to support participatory forest management to sustain and improve the livelihoods of
the rural poor, while keeping forestry protection and the provision of environmental services (including
conservation of biodiversity) as priorities. In fisheries, we will support the development of efficient
fisheries management systems that would balance both economic and environmental goals.

By virtue of its large size, population and number of poor, India occupies one end of the
development assistance continuum. To meet its sizeable development needs, our India rural
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development assistance program is the most extensive in scope and largest in scale in the region (Table
4.1). Focusing on more reform-oriented states, the Bank's program brings together a coordinated, multi-
sectoral package of State level assistance that takes aim at the critical constraints to rural growth and
development and poverty reduction. This integrated program rests on a package of sector specific
interventions that link investments to key policy and institutional reform, in tandem with adjustment
assistance for overall improvement in state fiscal management and governance. These sectoral
interventions are primarily targeted at the poorest sections in the state's rural areas and attempt to reach
the most vulnerable groups (women, children and scheduled castes and tribes). They include assistance
for water, natural resources management, rural infrastructure and energy, agricultural support services and
social (health, education, nutrition) programs envisioned either as individual projects or in combination
within multi-sectoral adjustment and/or investment operations. A common feature of these operations is
the emphasis on community/beneficiary empowerment to make decisions on design and implementation. -
In other states, Bank assistance will be provided on special merit.

At the other end of the continuum are the small countries of Maldives and Bhutan. In
coordination with other development partners, the Bank will be supporting fiscal and macro-economic
reform and more selective government programs in the rural sector, focusing mainly on the sustainable
use of fragile natural resources (fisheries, land and forests), rural infrastructure, and human development
(education and health). In between are the medium-sized countries of Bangladesh, Nepal, Pakistan and
Sri Lanka, where the strategy for rural development and poverty reduction includes a broad range of farm,
non-farm and social interventions, aimed at fostering rural growth and reducing poverty in rural areas.
The rural strategy and action plans for these seven countries are presented below.

The Bank will also focus support on three critical areas of major regional concern: trade and
food security, riparian water issues and disaster management. We will provide technical assistance and
support forums for fostering joint initiatives among various stakeholders.

Bangladesh Rural Development Strategy and Action Plan

Four complementary initiatives define the World Bank's Country Assistance Strategy
(FY2001) in Bangladesh. All will contribute both directly and indirectly to rural growth and poverty
reduction. The first strategic approach focuses on the need to accelerate progress in developing social and
human capital, consolidating the gains achieved and supporting promising responses to the next
generation of challenges in education, health, and nutrition and increased decentralization. At the same
time, the strategy offers support to the broad goal of facilitating more rapid farm and non-farm growth
and competitiveness by helping to build stronger institutions and governance across all development
programs, while promoting the institutional and structural reforms that can accelerate and broaden private
sector-led growth. This integrated approach to rural development includes bolstering growth in
agriculture and non-farm activities, particularly by making opportunities and assets available to the poor
and improving rural infrastructure. Third, work to reorient the public and private sector roles in the water
sector will aim at fostering more efficient, sustainable and equitable use of water resources. Finally,
through improved disaster management and mitigation measures, the strategy will pursue ways to cushion
or blunt the risks that natural catastrophes pose for rural households.

Within this framework, the World Bank's assistance strategy will focus on the following areas.
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Table 4.1: Summary of Short to Medium Term World Bank Action Plan for South Asian Client Countries
Actions India Bangladesh Nepal Pakistan Sri Lanka Maldives Bhutan
ENHANCING SOCIAL AND HUMAN CAPITAL DEVELOPMENT
Improving delivery of health, population and nutrition services x x x x x
Improving access to and quality of education x x x x x x x
Supporting poverty targeted community driven programs (self-help groups, x x x x x X
credit, watershed and forest management, rural water supply)
Supporting socially inclusive decentralization and local govemance x x x x x
Enhancing effectiveness of safety nets for the rural poor x x x
FACILITATING RURAL FARM AND NON-FARM GROWTH AND
COMPETITIVENESS
Decentralization and improved fiscal management and govemance x x x x x x x
Liberalization of land, input and output markets x x x x x x x
Rationalizing public expenditures in agricultural sector x x x x x x x
Improving access to rural infrastructure: markets, roads, electricity/energy x x x x x
Strengthening access to rural services: credit and telecommunications x x x x
Improving delivery of agricultural support services (research, extension, x x x x x
livestock services, etc)
FOSTERING EFFICIENT, SUSTAINABLE, AND EQUITABLE USE OF
WATER RESOURCES
Strategic inter-sectoral planning and allocation of resources, policy reform and x x x x x
institutional restructuring of govemment agencies and greater user participation
in management of systems, following a river basin approach
Supporting community based rural water and sanitation programs x

IMPROVING NATURAL RESOURCE AND ENVIRONMENTAL
MANAGEMENT
Sustainable development and management of fisheries resources x x x
Sustainable development and management of forest resources, watersheds, x x x
biodiversity
Disaster management/Coastal Management x x x



Enhancing Social and Human Capital

Sustaining Human Development Gains. The Bank has sought to help the Government of
Bangladesh to improve health conditions through a number of programs that particularly affect the poor,
the majority of whom live in rural areas. Investments in education, in water supply and sanitation and in
health that have aimed at reducing fertility, infant and maternal mortality and malnutrition have laid the
foundation for the Government's work of formulating a sector-wide approach for health sector
development. Having taken part in planning the 5-year, $3 billion program, the Bank, with other
partners, will finance about one-third of it. In addition, the Bank will be cofinancing with the Netherlands
and Canadian International Development Agency (CIDA), a national nutrition program to be
implemented with significant NGO participation (e.g. Bangladesh Rural Advancement Committee
(BRAG)) and will help boost local capacity to prevent HIV/AIDs epidemics. In the field of education, the.
Bank will also continue advocating and supporting improved access to and the quality and efficiency of
primary education as well as efforts to achieve gender parity at the secondary level. In partnership with
other donors, the Bank will support the implementation of the government's social agenda, including
building capacity among project staff on monitoring and analysis of gender outcomes and incorporating
gender and social inclusion concerns in Bank assisted programs.

Promoting Decentralization and Local Capacity Building. The scarcity of responsive and
responsible local governments in rural areas undermines both growth and the delivery of essential
services. Supporting analytical work to promote decentralization and financing pilot operations to
develop replicable models of community-based administration, the Bank's activities will emphasize
capacity building and fostering partnerships among local governments, community based organizations
and NGOs. Bank participation is meant to complement ongoing United Nations Development Program
(UNDP) efforts in local capacity building.

Increasing Food Security by Improved Targeting of Food-assistance Programs. Using the
2000-01 HIES data, a study will evaluate the effectiveness of targeted food assistance programs, the main
vehicle of providing short-term assistance. The findings would provide the basis for recommendations on
improving regional benefit targeting and on the potential use of cash transfers to improve food
consumption and nutrition. Policies developed from this initiative would include measures to monitor
levels and timing of food aid disbursements to preclude disincentives to food production, to improve the
system's cost-effectiveness by reducing transaction costs (e.g., improving inventory management,
financial transactions, stop leakage, monetization of food aid, etc); and to increase coverage to more
people whose food supplies are insecure and who are affected by disasters.

Facilitating Rural Farm and Non-Farm Growth and Competitiveness

The multi-pronged strategy to accelerate agricultural and rural non-farm growth embraces
four broad elements. It includes: (i) promoting stronger, accountable institutions and improved
governance; (ii) promoting key policy reforms in agriculture, the non-farm sector and governance; (ii)
investing in improved rural infrastructure; (iii) improving access to credit; and (iv) fostering the
development of small and medium enterprises.

Public Sector Management. One of the Bank's objectives is to generate strong momentum
toward stronger, accountable institutions and improved governance and a greater voice for the people.
Development partners in this regard include Australian Aid (AUSAID), CIDA, Danish International
Development Agency (DANIDA), UNDP, and United States Agency for International Development
(USAID). The specific areas of engagement include: (i) support of analytical work and effective
dissemination of findings that will enable more informed public debate on governance issues, greater
outreach to civil society and other stakeholders and local capacity building for developing "citizen
scorecards" for monitoring government performance; (ii) technical assistance to improve the quality of
civil service and the efficiency and accountability of public administration; (iii) assistance for legal and
judicial reform; (iv) promoting decentralization and local capacity building; and (v) International Finance
Corporation (EFC) investments to provide models for new ways of doing business with strong, transparent
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corporate governance, high social and environmental standards and orientation to international
competitiveness.

Rural Electrification and Other Infrastructure. Building on previous successful project
experience, follow-up operations focused on rural electrification aim to increase opportunities for
economic growth and social well being of the rural poor. Nearly 90% of Bangladesh's rural population,
mostly poor, do not have access to electricity. In collaboration with Global Environment Facility (GEF)
and USAID, we will support the government's strategy to increase the availability of electricity in rural
areas through multiple providers, expanding cooperatives in grid and off-grid areas and introducing
renewable energy and local private sector systems in remote areas. In parallel, the Bank would develop
pilot schemes to demonstrate the feasibility of private sector participation in rural electricity. Also
building on successful in an earlier rural infrastructure project, covering rural roads, bridges, jetties and
markets, the Bank would support a program to expand this initiative. If the government undertakes
regulatory and policy actions to make the telecommunications sector more competitive, IFC will consider
further investment in cellular telephone enterprises that could improve telecommunication services in
rural areas also.

Micro-Credit. Given the demonstrated effectiveness of micro-credit as a tool for mitigating
poverty among the rural poor, especially women, the Bank would assist in expanding such programs so
that access to them by the poor increases and they reach such new groups as employment generating
micro-enterprises and small and marginal farmers. We will assist in establishing social investment funds
to finance community based infrastructure. A central feature of these initiatives would be collaboration
with NGOs, such as BRAC and PROSHIKA, and with other donors (Department for International
Development (DFID) and CIDA).

Small and Medium Enterprise Development. IFC will direct investments to companies that have
strong growth prospects and can compete in open markets without special treatment from government.
Support for SME development would be provided through a Project Development Facility.

Fostering Efficient, Sustainable and Equitable Use of Water Resources

Water Sector. In partnership with the Food and Agriculture Organization (FAO) and several
bilateral donors, the Bank will support the implementation of the recently approved National Water
Policy. Such assistance will aid in the formulation of the National Water Management Plan to reform the
Bangladesh Water Development Board and similar key institutions; promote decentralized, participatory
and multi-sectoral approaches to water resources management; and improve the effectiveness and
sustainability of irrigation programs. The Bank will also strengthen its collaboration with bilateral
donors, NGOs and communities to assist the Government in the ongoing Arsenic Mitigation Project. It
envisages going beyond the work of testing tube wells and screening affected population to find
community-based solutions for alternative sources of safe drinking water and improved rural sanitation.

Improving Natural Resource and Environmental Management

Natural Disaster Management and Mitigation. Management and mitigation of natural disasters
(floods and cyclones) is a high priority in Bangladesh. The Bank will support the Government's disaster
mitigation efforts by emphasizing greater participation of affected communities in achieving better
preparedness and in operating and maintaining defensive infrastructure. Investments in infrastructure for
cyclone and riverbank protection and natural resources management projects will be predicated on the
implementation of institutional reforms in the water sector.
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India Rural Development Strategy and Action Plan

This World Bank's country assistance strategy and action program for India, aims to support the
Government of India's primary objective of poverty reduction by focusing efforts in two key areas
identified in the Ninth-Five Year Plan (1997-2002). The two are: (i) strengthening the enabling
environment and promoting growth through improved government effectiveness and private sector led
growth and (ii) supporting pro-poor interventions with emphasis on promoting education and health for
all and accelerating pro-poor rural development. The country assistance strategy aims to direct
comprehensive Bank assistance to "reforming states" willing to pursue broad-based, growth- enhancing,
poverty-reducing and social-minded reforms. This intention in large part shapes the geographic coverage
of Bank lending in India. Assistance to other states will be based on special merit. In view of the
country's large size and diversity in geographic area, population and development needs, the Bank will
continue to mount a large and broad-based program of assistance to India, the elements of which are
elaborated below.

Enhancing Social and Human Capital

Health and Nutrition. Our strategy will continue to focus on two fronts: (i) to support
improvement in the effectiveness and reach of Government of India (GOI) programs to combat specific
infectious diseases, promote reproductive health and improve the nutritional status of women and
children, and (ii) to support the development of state-wide health systems. In both pursuits we will build
on and closely coordinate with what other sectors do (e.g., about drinking water and adequate sanitation,
indoor air pollution, education), better integrate our various health sector interventions to maximize their
impact and increase efficiency of service delivery, encourage community involvement in the health sector
and support the establishment of a regulatory framework for privately provided health services. In work
on reproductive and child health, the priority will be reducing unwanted fertility by emphasizing choice of
reproductive methods, education and employment for girls and women. The Bank will continue to
support disease control programs (including for HIV/AIDs, tuberculosis, etc) and promote their
decentralization. Support for health systems will'focus on policy and institutional development to
improve efficiency and performance through better quality, effectiveness and coverage of services.

Bank support for nutrition programs emphasizes decentralization and reorienting the Integrated
Child Development Support Services Program so that it effectively targets children under 3 years;
improved infant feeding practices, better targeting of the poor, increased emphasis on adolescent girls,
training, convergence with other departments (e.g. family welfare, health and education) and monitoring
and evaluation. Initial efforts will focus on several reforming (partner) states where tangible results can
be achieved in improving access and service quality. This will be part of a more strategic approach that
pursues engagement with the private and NGO sectors. Since health outcomes are also affected by
investments beyond health services, close coordination with environment, agriculture, water and
sanitation and education programs will be integral to the strategy.

Education. We will continue to emphasize ways to shift the composition of public expenditures
toward a focus on elementary education and to reduce the number of out-of-school children, particularly
girls and in the rural areas. Assistance will try to build on the success of the District Primary Education
Program (DPEP) and will extend support beyond lower primary to upper primary, with its extent and
scope depending largely on reaching agreement with GOI on the role of the state governments in the
implementation of the upper primary program. According to progress on that policy issue, Bank support
could either move through state-specific education projects that cover the entire state, including urban
areas, or through a more state-focused approach within a new central government scheme.

Community Driven Poverty Programs. Greater empowerment of communities and the poor
through support for decentralized, participatory and demand-driven approaches to rural development and
poverty reduction is a central concern of Bank strategy and a likely force in improving governance.
Specific interventions would include implementing community driven poverty initiatives; supporting
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community involvement in the management of forests and watersheds; and the delivery of rural services
such as drinking water and environmental sanitation services, irrigation services and extension.

Specifically, the Bank will continue to support District Poverty Initiative Projects, which are
entirely community-driven and aim to reduce poverty directly in the selected areas. These projects aim to
mobilize and empower the poor, helping them to develop strong grassroots organizations that facilitate
access to and participation in democratic and development processes. The scheme also supports small-
scale sub-projects that are prioritized, chosen, planned and implemented by the poor and expands
economic opportunities for the poor by improving their capacities, skills, access to social and economic
infrastructure and services, and employment opportunities. Finally, the district initiatives aim to improve
the abilities of government, local elected government (i.e., panchayat) and non-government institutions to
hear, reach and serve poor clients, i.e., to function in a more inclusive and participatory manner. In_
addition to the geographic targeting (selection of poor districts and, within them, of poor areas and
villages), the projects will be targeted to groups of poor people who are organized by community
facilitators. The emphasis on small investments and activities is meant to encourage self-targeting by the
poor. Among the various infrastructure/services expected to be financed (based on social assessments
that were carried out during project preparation) are village approach roads, water harvesting facilities,
village water supply, services for improved agricultural production and animal husbandry, non-formal
education, community-based health care and improvement of skills for micro-enterprise development.

Socially Inclusive Decentralization. The Bank will support the socially inclusive decentralization
legislated under the 73rd Constitutional Amendment to India's Constitution. That initiative is intended to
make local government more accountable to citizens, especially the poor and the disadvantaged, whom it
is supposed to serve and represent. Our strategy sets two objectives: supporting decentralization reform
and improving decentralization management; and enhancing the capacity of local governments to deliver
services and execute anti-poverty programs. We give priority to the focus states or -- in exceptional cases
-- to states where commitment and innovation could provide powerful demonstrations of how local
governments can function effectively. Under the heading of decentralization reform, support will stress
steps to clarify roles and functions of the three levels of local governments and of local governments vis-
a-vis line agencies and user groups; to achieve financial devolution and improved local taxation and cost
recovery; and to improve accountability to local constituents. Support for reforms in these areas will
include specific analytical studies intended to assist open debate at the state level and incorporating policy
actions on decentralization policy in our economic restructuring programs. Specific technical assistance
would go to enhance the capacity of local governments with priority for financial management and
management of decentralization reform, linking sectoral lending - especially for community based
development and poverty alleviation -- with progress made by local government in widening its decision-
making authority and in meeting its financial responsibilities. In this context we would also support
implementation of the Extension to the Scheduled Areas Act that guides rural decentralization in tribal
areas, among the poorest in India. Although its implementation is lagging in most of India, the Act gives
tribal groups control over local governments to which it assigns wide responsibilities.

Gender Interventions. We will support specific sectoral interventions to strengthen the gender
focus of Bank-supported projects, especially in education, health and labor/employment and particularly
in the rural non-farm sector and will seek opportunities in our sectoral investments to support community-
driven development that favors women and their prospects. In selected reforming states, our focus will be
on ensuring inclusion of women in poverty monitoring and in integrating gender issues in Budgets/Public
Expenditure Reviews. Further, the Bank will support wide consultations with women's civil society
organizations in states conducting PRSPs and will seek opportunities to scale up successful
NGO/government efforts to strengthen women's capacity to participate in local government bodies
brought into being through decentralization.
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Facilitating Rural Farm and Non-Farm Growth and Competitiveness

More rapid and sustained rural growth will contribute significantly to reducing poverty in
India. A new public-private balance of responsibilities, however, is necessary to encourage such growth,
not just a shrinking of government, but an invigoration of the private sector in areas where it has
traditionally been active and in others where public activities have been dominant. In an effort to achieve
a more rapid pace of rural growth, the Bank's strategy aims to support: (i) fiscal reform and improved
governance; (ii) the rationalization of public expenditures in the countryside to focus on investments that
meet the economic and social needs of the rural poor; (iii) the reform of the policy and regulatory
environment to foster more efficient input and output markets; and (iv) restructuring of public institutions
for the more effective delivery of services in agriculture, water, forestry, energy, health, education,
finance and infrastructure. Specific areas designated for future assistance are:

Fiscal Reform. Fiscal reform is essential if government is to have the means to fulfill its
developmental role. We will support fiscal adjustment, particularly in the states where that role is under
heavy strain, by continuing to assist state governments to develop and implement medium term fiscal
reform programs that are vital to promoting the sustainability not only of Bank-supported projects but of
government initiatives to reduce poverty as well.

Governance Reform. Public sector effectiveness depends intimately on improving overall
governance. Therefore, we will support reforms aimed at: (i) improving the way the government
machinery works, by promoting across-the-board civil service and institutional reforms, focusing on the
most overstaffed bureaucracies and revisiting the role of individual departments and the quality of their
service delivery. To insure that they are mutually reinforcing, these reforms will be pursued both in the
context of overall adjustment as well as sectoral operations. Hence our proposed strategy in highway
development, irrigation, forestry, etc. will stress putting the right incentives for reform in place as part of
overall sector reform programs. Further measures will increase transparency and accountability of public
services through improved financial management and procurement practices, more effective legislative
oversight and civil society monitoring of government departments and public sector enterprises. Surveys
of corruption and of the quality of and access to public services will serve that end, while other steps will
ensure that the judicial system serves the people at large in a reasonably efficient manner. Broadly, the
strategy will push to remove the government from areas where it has a limited role to play, either by itself
or through its public sector companies, and will seek to provide the means for local government to work
effectively in areas where it is expected to play a role. We will provide support for deepening
decentralization, for building capacity in the lower tiers of government and for ensuring that local
governments serve the needs of the poor and disadvantaged groups, rural as well as urban.

Rationalization of Public Expenditures. As part of the Bank's lending and non-lending
activities, we intend to promote rational allocation of public expenditures so that subsidies do not waste
resources that could be invested in increasing productivity and enhancing income in order to sustained
rural and agricultural growth. Such investments -- linked to key institutional and policy reforms --
include those in agricultural research and development and knowledge transfer, rural infrastructure
(irrigation, drinking water, rural roads and markets, electricity, telecommunications), rural services
(credit, energy, education, health) and increased security of property rights to land. Investments of direct
benefit to farming communities have also proved especially important for fostering rural industries and
non-farm rural employment, a high and ongoing priority of the Bank's program. As a buttress for efforts
that will focus on exploiting the natural comparative advantages of India's different regions, this
investment strategy will also support the shift towards the holistic development of rain-fed areas using the
watershed approach as the basis. To optimize agricultural and rural growth and sustainable use of natural
resources, we will continue to foster closer partnerships and linkages among various stakeholders in the
design of agriculture, water, forestry and environment development programs.

Policy and Regulatory Reformn. The Bank supports policy and regulatory reform to foster more
efficient domestic output and factor markets that are critical for farm and non-farm sector growth and
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development. Specifically, we will encourage phasing out domestic trade restrictions on agricultural
inputs (fertilizer) and output (agricultural and forest products, agro-processing, rural industries) markets
to enhance efficiency and improve incentives for private participation and investment in the rural
economy. At the same time and also to stimulate the flow of private investment, the Bank will aid in
reform of the legal and regulatory framework governing property rights (agricultural and forest lands),
especially improving land administration and the freeing up of land lease markets. Additional support
will be available for such second generation policy reforms as increasing cost recovery of agricultural
services (e.g. livestock, irrigation and drinking water and power) and rationalizing water and power
charges between surface and groundwater - measures needed for longer term financial and environmental
sustainability.

Power Sector. We will continue to support reform of the power sector to improve access to and
quality of delivery of commercial energy (electricity, liquid petroleum gas, kerosene) in rural areas and
promote adoption of improved technologies and renewable sources of energy that would minimize indoor
pollution and reduce the pressure on forests. The broad-based power sector reform to be supported in
selected "reforming states" would include the restructuring and privatization of state electric utilities to
improve service delivery, introduction of independent, state-level regulators and electricity tariff reform
to foster greater efficiency, improved availability, quality and sustainability of electricity services. With
Bank support policy reforms could eliminate distortions that discourage use of healthier, more energy-
efficient and environmentally friendly technologies; promote a level playing field in subsidies going to
rural electrification, renewable energy and decentralized generation; and experiment with alternative,
renewable sources of energy

Transport Infrastructure. Bank assistance will focus on improving access and delivery quality
of transport infrastructure and services by increasing the public sector's responsiveness to the demands of
private users, enhancing the transparency and governance of operations and strengthening capabilities and
effectiveness in managing and maintaining the transport assets. The sector strategy envisions supporting
national and state governments' efforts to remove critical bottlenecks; promoting institutional reforms to
enhance capacity and improve funding mechanisms for transport investment, maintenance, and
management; and facilitating private sector participation in the provision and management of transport
infrastructure and services. Specifically for rural road needs, the Bank will encourage the establishment
of a policy framework that would ensure sustainable funding for maintenance and adequate capacity for
managing and improving basic road access in rural areas with the highest concentration of poor
households.

Telecommunications and Financial Services. Bank assistance will support improving access to
telecommunications and financial services as well as promoting the development of small and medium
size enterprises in both fields by enhancing private participation and -- through investments in new
growth industries -- the international competitiveness of Indian industry. In the first instance, we will
provide technical assistance to GOI to strengthen the regulatory framework and management of the
telecommunications sector to improve availability and quality of services including in rural areas.
Selective technical assistance and advice will be provided to improve the efficiency and soundness of the
banking system (including the privatization of commercial banks, reform of banking regulations and
enforcement mechanisms, strengthening regulatory and supervisory framework). Bank technical
assistance will help develop options for scaling up micro-finance services, while the EFC will support
commercially sustainable micro-finance providers. IFC financing will support the growth of potentially
competitive enterprises and the possible establishment of a Regional Project Development Facility with
other donors to provide technical support of small and medium enterprises in North-Eastern India,
Bangladesh, Bhutan and Nepal.

Fostering Efficient, Sustainable and Equitable Use of Water Resources

Water Sector. The GOI' s national strategy and the Bank's assistance strategy for the water sector,
following a joint GOI-Bank Water Sector Review completed in 1998, aim to ensure the long-term,
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sustainable, inter-sectoral allocation and efficient use of the country's increasingly scarce water resources.
To achieve this objective, the Water Sector Strategy accords priority to the adoption of a comprehensive
and integrated approach to planning and management of water resources (surface and groundwater) on a
multi-sectoral and river-basin level. Additionally, the strategy re-balances expenditure priority from the
excessive focus on creation of new assets to demand-driven investments in rehabilitation and maintenance
of existing infrastructure and fosters greater user participation in managing systems and recovering costs
so as to ensure longer term financial (and fiscal) sustainability of operations, particularly for surface
irrigation. The strategy also seeks to reorient water agencies toward greater attention to clients and the
delivery of high quality water services.

Bank work in this area will involve assisting State governments (water is a State subject) to
implement this national strategy. First, Bank lending operations will help establish the enabling policy.
and regulatory framework for more efficient and long-term sustainable inter-sectoral allocation and use of
water (surface and groundwater) founded on a river basin approach. In addition to assisting the transfer
of surface irrigation systems management to Water Users Associations, Bank assistance will focus on
restructuring, reorienting and strengthening water agencies to enable them to work effectively under
altered conditions. It will also test such new mechanisms for managing water resources as community
groundwater conservation districts, run river basin authorities and commercially oriented, client funded
water services agencies for the operation and maintenance of irrigation systems. Support for these policy
and institutional changes is closely integrated with investments in rehabilitating irrigation infrastructure.
In addition, support is also provided to fostering improved delivery of agricultural support services by
both the public and private sectors in irrigated areas.

Drinking Water Supply and Sanitation. The primary objective of the Bank's Rural Water Supply
and Sanitation Program (RWSS) in India is to assist the federal and select state governments in improving
the quality of rural water supply and environmental sanitation service, especially for the poor, to achieve
sustainability of investments and generate health benefits to beneficiary communities. The specific
objective is to demonstrate the viability of institutional reforms and enhanced cost recovery by
developing, testing and fully implementing the new decentralized service delivery model on a pilot basis
while building capacity in improved sector management so that the new decentralized model can
eventually be expanded statewide.

The RWSS projects adopt a variety of institutional mechanisms, including water and sanitation
committees and local level institutions such as Gram Panchayats (GPs), to give substance to a community
driven approach that aims at transferring skills and enhancing people's capabilities so as to sustain
benefits once project activities end. Achieving those goals requires above all strengthening local
organizational capacity through the catalytic efforts of NGOs, in partnership with government. The key
three principles of this approach are: adopting demand-responsive approaches and using participatory
processes; changing the role of the government (at state, district and village level) from direct service
delivery provider to that of planning, policy formulation, monitoring and evaluation and partial financial
support and facilitator; establishing financial viability and sustainability of rural water supply services by
giving users responsibility for the full operation and maintenance and part of capital cost financing; and
promoting integrated water resource management.

Improving Natural Resource and Environmental Management

The Bank's natural resources management program in India is anchored by two major concerns:
integrated watershed development and management for the poor in rainfed areas and a forestry program,
the basic fulcrum of which is participatory forestry management.

Participatory Integrated Watershed Development and Management. The main objective of
the integrated watershed development program in India is to contribute to decreasing soil erosion,
increasing water availability and alleviating poverty. Specific investments are designed to (i) slow and
reverse the degradation of the natural environment in the project areas through the development and use
of appropriate soil and moisture conservation technology; (ii) increase sustainable production of and
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income from grain crops, horticulture, and forest and livestock products; and (iii) reduce flooding and
other devastation resulting from degradation of land and forests, both in the project areas and in the
adjacent plains. The projects use technical interventions aimed at comprehensive watershed treatment
and development based on a ridge-to-valley approach.

Building on the experience gained in past watershed projects, the next generation of such efforts
will seek to consolidate progress already made and use evolving and proven watershed treatment
technologies and community participation. The "bottom-up" approach integral to current projects
involves all stakeholders during project planning and implementation. Project design, in which flexibility
figures importantly, recognizes the need for sound environmental, social, policy and institutional
arrangements that will ensure long-term sustainability and replicability. Special emphasis has been put on
building communities' capacity to take responsibility for maintaining assets created under the project with
project design based on learning, evaluation and continuous dialogue with beneficiaries/stakeholders.
Emphasizing the use of local vegetation and of indigenous technical knowledge and stressing flexibility to
adjust to local conditions, the projects address the needs of the poorest of the poor who do not own land
by including potential income-generating activities for women and the landless.

Participatory Forest Management. The World Bank will support joint forest management
(JFM) in India to sustain and improve the livelihoods of the rural poor. While making poverty reduction
the principal objective is a departure from traditional priorities in forestry, measures to protect resources
and provide environmental services (including conservation of biodiversity) will also be important by-
products of this strategy. Bank involvement would build on past experiences, namely state-level sector
lending to support institutional and policy reforms and joint forest management, while seeking to respond
to the challenge of making forestry a more effective instrument against rural poverty. The main elements
of the new approach - as endorsed in the recent Strategy Note on Bank Involvement in the Forestry
Sector for India - are to (a) create an enabling environment (policies, laws, and institutions) that supports
the overarching objective of poverty-reduction; (b) strengthen community participation and empowerment
by establishing and strengthening community management institutions; (c) reduce the vulnerability of the
rural poor by facilitating their inclusion in community institutions and diversifying the community
income sources; and (d) build and improve returns to the community natural resource base through
increased forest productivity and more favorable benefit-sharing arrangements.

Mitigating the Vulnerability and Risks Faced by the Rural Poor. An important component of
Bank activity in India will be efforts to assist in reducing the risks faced by the rural poor and their
vulnerability to conditions and events over which they have little or no control. Natural catastrophes
such as droughts and floods represent familiar hazards. The redefinition of the role of government and
increasing reliance on the private sector and on markets, a trend hastened by increased globalization,
create a newer and broader range of risks to the incomes, status and prospects of the rural poor. Actions
described above will reduce some of that vulnerability. Ensuring more reliable and sustainable delivery
of surface irrigation and ground water, drainage management, improved watershed management, rural
infrastructure and agricultural support services that assist the rural poor to diversify income sources, for
instance, strengthen their ability to ride out economic changes and lessen the risks associated with
weather-related catastrophes. Similarly, measures that improve the functioning of land sales and rental
markets by clarifying property rights and making them more secure ease access by the landless and the
rural poor to land. In the same way, Bank assistance that helps the rural poor secure access to forest
resources and diversifies the sources of income also reduces vulnerability. Finally, improved access to
health services, education, nutrition and safe water and environmental sanitation services, as envisioned in
Bank strategy, would reduce the incidence of ill health or death due to disease and, consequently, of
household disruption flowing from such occurrences.

The strategy also stresses work to improve the effectiveness and targeting of existing anti-
poverty programs and safety nets. The Bank will support improvements in the Targeted Public
Distribution System, employment schemes, credit, nutrition and school feeding, old-age pension schemes
and other income-generation programs to make them more effective in reaching their intended
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beneficiaries among the poor. It will promote their enhanced efficiency and cost effectiveness and seek to
improve their administration and the monitoring of their implementation.

Nepal Rural Development Strategy and Action Plan

The Bank's rural assistance strategy builds on the country's strengths and addresses its
weaknesses by relying as much as possible on lessons learned from past collaboration. The specific
concerns include the marginalization and isolation of rural areas and disadvantaged people, poor rural
governance and the ineffectiveness of aid. The strategy seizes the opportunities created by abundant
natural resources and diverse topography, commitment to decentralization, an open trade regime and the
availability of aid and remittances. Recognizing that government reform is badly needed, that-
beneficiaries should control resources and that sectoral and donor coordination are essential, the Bank
strategy aims at delivering two outcomes. The first is the empowerment of rural and marginalized
communities and disadvantaged people. The second is the creation of opportunities for resource based
sustainable growth in rural areas. Implementation will seek to take full advantage of the diverse agro-
ecological regions and the social/cultural conditions of the country.

To empower rural communities the Bank will assist the government in four fundamental and
interrelated areas: (1) human capital development, (2) property rights reform. (3) increased participation
and inclusion and (4) decentralization to local government, communities, and organizations.

Human capital development involves both formal and informal education in primary and
secondary schools, as well as capacity building in NGOs, community-based organizations, civil service
and local political institutions. As vulnerability to illness impacts strongly and directly on development
and well-being, rural health care services are also critical to human capital development. Projected
interventions include: (a) basic primary and secondary education; (b) educating rural communities on
civic responsibilities and democracy; and (c) improving access to health services to diminish
vulnerability.

Property rights reforms bring more control over natural resources (land, water, forests,
biodiversity, etc.) for rural people and particularly poor and disadvantaged groups. Such action would
increase their negotiating power to gain access to resources, ensure that rural communities -- and within
them the socially disadvantaged -- can capture a more equitable share of land and natural resource rents
and enhance the economic security of the rural poor. Interventions would include: (a) community and
market based reforms in the structure of land ownership; (b) improving land and tenancy markets; (c)
partially transferring rights over publicly owned resources (forests, water, biodiversity) to communities.

Participation and inclusion involves ensuring that the disadvantaged rural poor and, primarily,
socially marginalized groups such as women have equal opportunity to influence, participate in and
benefit from public programs and policies. Participation and inclusion would enable disadvantaged
groups to voice their demands on the formal government system and in particular local governments and
increase their ability to negotiate with wealthier groups in the allocation of resources. Supporting actions
would seek to create incentives for communities to organize and strengthen those organizations once
formed.

Decentralization involves the transfer of functions and control over public resources from central
government institutions to locally elected authorities. Decentralization would make public resources
more available and accessible to rural communities, a particularly important consideration in Nepal
because of geographic characteristics and the high costs of communication that isolate villages and
communities. Decentralization would also increase the efficiency of service delivery and the ability of
local governments to respond to the demands of rural people. Interventions would include: (a)
strengthening the capacity of local governments to deliver services; (b) increasing local resource
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mobilization through improved collection of land and natural resource taxes and cost recovery; and (c)
enabling local governments to use aid resources effectively.

To create opportunities for natural resource based growth and sustenance of rural livelihoods,
the Bank would assist the government in raising productivity gains, and earning higher incomes for
the poor.

Raising productivity gains involves increasing the productivity of labor, land and natural
resources so that the same limited inputs produce greater output. Interventions would include: (a)
strategic development of agriculture, particularly in the Terai, according to the agro-ecological zone
potentials; (b) contributing to an improved dialogue with India on the better use of Nepal's vast water
resources; (c) removing factors of tenure insecurity; and (d) removing distortions (policy and property
rights) that reduce the use of fertilizers in agriculture; dampen growth of fuelwood, timber and non-timber-
products; and limit the provision of environmental services provided by forests.

Earning higher incomes for the poor involves improving their access to markets and
eliminating distortions that reduce the prices of their products. To achieve this goal requires: (a) reducing
government intervention in key markets (e.g. timber); (b) improving rural transportation and
communications infrastructure; and (c) ensuring that rural Nepalese communities, in particular, are
compensated for international ecosystem services provided by Nepalese management of the natural
resource base (e.g. biodiversity, carbon sequestration, watershed protection).

Strategy by Sector

Agriculture. Although agriculture has long been viewed as a declining sector, its role in
sustaining the Nepali rural economy is immense and of direct relevance to any attempt to make a dent in
poverty. The ambitious Agriculture Perspective Plan operational since 1997 expects growth in agriculture
to reach around 5% per annum by delivering better irrigation, fertilizers, roads and power and extension
services. Agricultural growth would come primarily from productivity and income gains achieved
through (i) wider access to irrigation and fertilizers especially in the fertile Terai lands, (ii) extended rural
infrastructure networks for service delivery and market access, (iii) increased returns on investment in
government services and selective privatization of some services, (iv) enhanced rural labor productivity
and (v) diversification and specialization in the form of grain crop production in the Terai and low-
volume, high-value produce in the hills. Bank-sponsored experience with facilitating access to tube-well
units and transferring irrigation systems to community managed water user groups has been positive and
may be a way forward in extending water supplies to Nepal's hitherto unproductive lands.

Forests and Biodiversity. Community forestry in the Nepali hills has long been recognized as a
success. With hill district forest officers authorized to transfer use rights of national forests to community
user groups, the government has been able to raise revenue from the leases, while checking illegal
logging. Terai forests, on the other hand, have been severely impacted by migration from within Nepal
and bordering Indian states, as well as state-sponsored abuse of the resource for political gains. The
process of transferring remaining Terai forest resources to local community management will have to be
discussed in the broader context of ongoing land use changes. Because Terai forests have important
environmental values, any strategy to develop the Terai will have to take these values into consideration.
Where environmental values accrue primarily to the world at large, Nepal and Terai inhabitants should
receive appropriate compensation for foregone opportunities.

Rural Roads. Road networks in both the mountains and the Terai, are poor, hindering extension
service and other material inputs from reaching villages and the products of these villages from reaching
markets. Under the current resource constraints faced by Nepal, the only economically viable way to
address this problem is to select new roads on the basis of their potential to generate revenue and strike a
better balance between new construction and maintenance of the existing road network.

Rural Infrastructure. Operations in rural infrastructure will emphasize building up the capacity
of local governments and assisting the Ministry of Local Development (MLD) to strengthen its role in
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monitoring and providing policy guidance to the development activities of local government. Increased
beneficiary and NGO participation during project preparation and implementation will shape rural
infrastructure work. Private sector involvement will be actively encouraged in the construction and
maintenance of infrastructure and other feasible areas. Lending will support these objectives and at the
same time invest in selected priority infrastructure projects that will have maximum impact on poverty
reduction.

Rural Power. The Bank will support the Royal Govemment of Nepal in its efforts to (i) expand
rural transmission and distribution systems to assist in agricultural production and cottage industries; (ii)
improve the quality and reliability of electricity supply and develop small hydropower projects to meet
demand in hilly and remote areas; (iii) utilize indigenous labor, skills and resources to complement
foreign investment and technology. Power sector initiatives will be integrated into an overall approach to
water resource use through the on-going development of a water resource strategy, allowing assessment
of the optimum use of water for irrigation, drinking water and power generation.

Rural Health. The goal is to ensure simple, cost-effective delivery of the most essential health
services, with special attention to poor and under served populations. The projected means is a package of
affordable, sustainable and prioritized interventions, based on burden of disease, reproductive and child
health needs, nutrition, equity and quality of care considerations. Improving the efficiency and
effectiveness of foreign assistance to the health sector will require undertaking continuous efforts to move
toward sector wide approaches.

Rural Education. There is a clear need to introduce more decentralized implementation
arrangements to carry out the Government's plans to devolve responsibility for the management and
financing of schooling with the intention of raising overall accountability of Government schools. The
World Bank's role will be to facilitate: (i) the progressive introduction of "bottom-up" planning,
budgeting and monitoring by local bodies; (ii) priority setting and supervision of implementation at the
district level with particular focus on teacher rationalization and school mapping; and (iii) improvements
in classroom processes and practices through continuous assessment, better use of instructional materials,
recurrent teacher training and more effective academic supervision and teacher support.

Rural Telecommunications. Bank-supported projects in the telecommunications sector have had
unusually few implementation problems and very successful donor cooperation. From this operational
base the World Bank hopes to support expanding the availability of rural telecommunications, with the
aim of providing telephone connections in the majority of the 2,500 villages currently without service.
We plan to work closely with NGOs and community groups in the provision of rural services and to
develop the provision of telephone services as a local income generator. NGOs have already expressed
an interest in collaborating in extending, operating and maintaining rural access.

Pakistan Rural Development Strategy and Action Plan

The World Bank's on-going Country Assistance Strategy (CAS) for Pakistan focuses on reducing
poverty and promoting sustainable economic growth by: (i) achieving macro stability, improving resource
allocation and raising the quality of public expenditures; (ii) investing in human development; (iii)
building an enabling environment for private investment and sustainable growth; and (iv) strengthening
governance and institutional development. Within the broad framework of the on-going CAS and the
Interim PRSP articulated by the Government, the rural development strategy puts strategic emphasis also
on exploiting the linkages among different sectors within and outside rural areas. The rural development
strategy for Pakistan aims at: (i) promoting widely shared growth of the agriculture and rural non-farm
sectors; (ii) enhancing human development in rural areas with particular emphasis on the poor and
disadvantaged groups; and (iii) ensuring sustainable, efficient and equitable use of water and natural
resources.
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Enhancing Social and Human Capital

Both the Interim PRSP and the CAS place high priority on investing in human and social
capital in urban and rural areas as an essential means to reducing poverty in Pakistan. The country's
main instrument through which it aimed to expand access to and improve the quality of basic social
services since 1992 has been the Social Action Program (SAP I & II Projects). The SAP, a national
program supported by the Bank and a number of other donors, focuses on improving the delivery of
elementary education, primary health, family planning and rural water supply and sanitation.

Education. To improve educational achievement in which Pakistan ranks low even within South
Asia, the government is implementing a devolution and decentralization program that shifts responsibility
and accountability for the elementary education system from provinces to districts and below. The Bank's
and other bilateral donors' assistance in this devolution focuses on building local government capacity-
a critical factor in ensuring that the reform delivers the expected benefits-to manage the new district-
based school system. The Social Action Program Project (SAP-II) remains the cornerstone of the Bank's
assistance strategy to the sector. In its restructured form, SAPP will continue to emphasize medium-term
sector strategies; a focus on high impact, sector reforms limited in number; investments to improve
education quality, especially effective use of the non-salary budget; and partnerships with the private
sector, NGOs and communities to expand opportunities for elementary education particularly for girls and
the poor. The Bank's strategy in this sector will focus mainly on AAA in order to (i) develop "critical
issues" notes that would refocus education initiatives at the provincial and national level on a few of the
most important reforms required to set the stage for longer-term restructuring and strengthening of the
sector; (ii) carry out in-depth policy dialogue with provincial and sub-provincial authorities on medium-
term reform agendas, development plans and options for achieving sectoral objectives; (iii) provide highly
focused technical assistance in support of (i) and (ii) above.

Health and Nutrition. Our assistance strategy for health and nutrition consisted of a number of
projects on maternal and child health and family planning, and to lesser extent, on communicable disease.
With the closing of these projects, the Social Action Program Project (SAPP-II) remains the only
instrument available for the Bank's support in this sector. In the short to medium term, we will focus
mainly on AAA in order to (i) provide technical assistance in the functional areas of immunization,
HIV/AIDS, tuberculosis and malaria; (ii) assist Sindh and Punjab provinces to develop their health
strategy and detailed proposals for various aspects of the organization and management of health services
under the forthcoming District-based setup; and (iii) assist Azad Jammu and Kashmir and Northern Areas
to develop a medium- term health strategy, building on the success of the Northern Health Project and
with special emphasis on public-private partnerships. In the area of nutrition, trust funds will be used to
assist provinces to develop nutrition strategies and to control tuberculosis. In the medium term (2-3
years), our assistance is expected to center on communicable disease control, family planning and
maternal health and development of District health systems. An additional instrument available for this
sector is a series of Provincial Operations, which would have inter alia a social sector component.

Facilitating Rural Farm and Non-Farm Growth and Competitiveness

Lasting, significant reduction in rural poverty requires sustained growth of the entire rural
sector in a manner that ensures that the benefits of growth are widely shared and are not overly dependent
on the volatility of agricultural production. To promote rapid growth in rural farm and non-farm sectors,
the World Bank's strategy calls for (i) ensuring an enabling environment for private sector led growth by
achieving macroeconomic stability and implementing key institutional and policy reforms to improve the
efficiency of both input and output markets; (ii) rationalizing public sector and public expenditure; and
(iii) improving the delivery of basic rural services through effective devolution to ensure accountability,
community participation to ensure improved access and innovative partnerships to take advantage of
complementarities.

Achieving macroeconomic stability. The high debt burden along with a precarious balance of
payments situation and the Pakistani economy's heavy dependence on naturally vulnerable agriculture
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and agro-based industries have made achieving macro stability an essential pre-condition for private
sector led development. While working closely with the International Monetary Fund (IMF) on the
structural policies, the World Bank will continue to complement the IMF's short and medium term
actions through analytical work and policy advice to the government on reforms in the social sectors and
in such key sectors as power, oil, gas, banking and agriculture whose performance has a strong bearing on
public finances and the balance of payments. In response to the fourth consecutive year of severe
drought, the Bank is preparing an emergency Drought Relief package to provide quick balance of
payments support to meet import bills and to protect public expenditures on basic social services and
agriculture.

Policy and institutional reforms. Policy and institutional reforms for efficient functioning of
rural markets will continue to be a key pillar of the Bank's lending and non-lending operations in_
Pakistan. Specifically, Bank support aims at (i) completing the remaining external and domestic trade
reforms in agriculture and non-agriculture sectors to facilitate private sector investments in marketing,
processing and the development of crop, livestock and non-farm sectors; (ii) improving the land records
system to allow better access to credit and to promote private investment in land improvements and the
non-farm sector; and (iii) incorporating a well-defined strategy to mitigate risks associated with natural
shocks in agriculture without undermining market discipline (rural credit) or private investment
incentives. As a part of the Bank's macroeconomic stabilization program, the recent Structural
Adjustment Credit has consolidated the reform programs initiated under our on-going lending and non-
lending operations. The Asian Development Bank (ADB) has also adopted the policy and institutional
reform matrix prepared by the Bank as the basis for its Agriculture Sector Investment Project, which is
designed to implement sector-wide institution and policy reforms. The Bank will also assist the
government in initiating future policy reforms by preparing an Agriculture Sector Strategy Note. A Land
Records project could explore ways to improve land recording systems, including through
computerization. In addition, a number of informal/formal studies will focus on the development of non-
crop and non-farm sectors as well as watersheds in rain-fed areas.

Rationalizing Public Expenditures and Refocusing Public Sector Role. In its lending and non-
lending activities, the Bank will support (i) reforming public institutions so that they focus more
effectively on providing truly public goods with proper accountability to users and thus allowing private
enterprises to take over activities that it can deliver efficiently and effectively, and (ii) restructuring public
expenditures in rural areas to support essential infrastructure and services that promote pro-poor growth in
both farm and non-farm sectors. The rationalization of the public sector and public expenditure is an
integral part of all our on-going and proposed lending activities in water and natural resource
management. Growth enhancing public investment in infrastructure and other services not only promotes
agriculture but also stimulates the rural non-farm sector. In the design of future projects, we will explore
the feasibility of including complementary investments in other rural sectors/sub-sectors (e.g., village
roads and water supply, seed and seedling production, rural non-farm activities, livestock etc.).

Improving Delivery of Basic Services. A key element of the Bank's assistance strategy is to
promote institutional development and to strengthen governance by (a) decentralizing fiscal,
administrative and political power to elected local government which will be accountable for delivery of
basic education, health and family planning services and community infrastructure, (b) promoting gender
sensitive and community driven participatory development, and (c) fostering innovative public-private-
NGO partnerships in the delivery of services. The government is currently implementing a Local
Government Plan (2000) which proposes devolution of political power, decentralization of administrative
authority, de-concentration of management functions, diffusion of the power-authority nexus, and
distribution of resources to the district level. The coming devolution of power is expected to provide a
more effective political framework for making local government accountable, closer to people and
responsible for the delivery of basic services (health, education and comrmunity infrastructure.) The Bank
is already assisting provincial governments in building local capacity to deliver these basic services.
While community participation and increased gender representation are integral parts of the design and
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management of all of our projects, the political, administrative and fiscal decentralization proposed by the
government will require better alignment of the implementation of Bank financed projects with the new
administrative structure. In this context, we foresee the need to carry out an informal/formal sector study,
reviewing in particular the experiences of the decentralized and integrated development projects by
looking at the legal framework for fiscal and admninistrative decentralization.

Rural infrastructure -- including transport, energy and basic services such as water supply and
sanitation -- remains so deficient that most of the rural poor live without access to basic infrastructure.
The Bank will continue to support pro-poor community infrastructure investment in rural and peri-urban
areas, building on the successful experience of the North West Frontier Province Community
Infrastructure Project, Rural Water Supply Project and other local initiatives such as the Orangi Pilot
Project. The Bank is also studying the rural transport, access and mobility situation to help identify_
constraints and develop a program for improvement. Along with its development partners, the Bank will
also assist Pakistan in improving access to electricity and other clean fuels in rural areas.

Fostering Efficient, Sustainable and Equitable Use of Water and Natural Resources

The Water resources sector constitutes the bulk of our assistance in the agriculture sector, largely
benefiting the irrigated areas of the Indus river basin system. Lending assistance for provincial on-farm
water management will link on-farm water use with crop husbandry, and irrigation system improvement
will bring an Area Water Board into operation, establish and devolve responsibility to more farmer
organizations and carry out essential rehabilitation of critical irrigation infrastructure. The projects will
thus improve rural livelihoods through improved irrigation efficiency and sustainable agricultural
practices, empowerment of farmer organizations and fiscal sustainability. The watershed development
projects will develop and test technologies and mechanisms for increasing crop and livestock production
in selected watersheds in the rain-fed areas (both hills and plains).

Our assistance in natural resource management has gone to institutional development and
investments for community based forestry and greater community involvement in soil conservation and
land reclamation. In addition to the on-going and proposed lending activities (watershed development),
the Bank will assist in finalizing an Integrated Pest Management policy and a Joint Forest Management
Policy.

Sri Lanka Rural Development Strategy and Action Plan

The Bank Group's strategic objective is to promote more equitable and broad-based growth
within the context of the Government's vision of poverty reduction and reconciliation. The aim is to
help Sri Lanka overcome policy and institutional hurdles in its transition toward middle-income status
while making significant progress in reducing poverty. and achieving international development goals.
This strategy reflects two official insights. First, Sri Lanka's long-standing commitment to poverty
reduction and human development has now acquired new momentum from the recognition that several
shortfalls (especially in quality) affect the provision of basic services in rural and under-served areas.
Second, the Government recognizes that progress in liberalizing the economy is being slowed because
several policy, institutional and regulatory bottlenecks stand between the private sector and its full
potential.

This Bank's assistance strategy for Sri Lanka seeks to provide direct support to two medium-
term developmentpriorities identified by the Government. First is improving the investment climate and
invigorating the rural economy to create a modem and productive economy. The primary bottlenecks in
the business environment in Sri Lanka relate to regulation of infrastructure, land and labor markets,
agriculture and rural economy, and education that imposes high transaction costs on the private sector.
Outdated public institutions and the overbearing presence of government in the economy also take a
heavy toll on private sector efficiency. Removing these policy constraints across the economy, but
especially in rural areas, will help unleash the private sector's enormous potential and contribute to broad-
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based employment creation and poverty reduction. The Bank Group will support the Government's
efforts to lift these obstacles and reduce the role of the state as a provider of services.

Second is empowering and building the assets of the poor. The poor in Sri Lanka are
concentrated in rural areas and depend largely on subsistence agriculture, an activity hampered by several
factors . The Bank will assist the Government to establish an appropriate institutional environment and
improve public sector accountability in the delivery of public services (education, health, and basic
infrastructure) to poor and under-served communities. This effort will complement the necessary policy
changes affecting the rural economy. . Promoting social inclusion in all Bank activities will be a guiding
principle in the proposed strategy. One criterion to assess the Bank's effectiveness, especially in poverty
reduction and human development, will be the capacity to help unite communities especially across social
and ethnic lines. This will build on the findings of recent analytical work and policy dialogue on the
subject.

Consistent with the principles of the comprehensive development framework (CDF), the Bank
Group strategy will be implemented in collaboration with the IMF, Asian Development Bank, and other
donors. Strong coordination and partnership with Japan Bank for International Cooperation (JBIC) and
ADB take priority given the complementary character of our assistance, especially as lending becomes
more reliant on supporting policy reform and as co-financing opportunities expand (including with
bilateral partners). The Bank will have minimum interventions in the main areas of assistance by other
donors-infrastructure building, industry, agriculture production, rural finance and vocational training.

Enhancing Social and Human Capital in Rural Areas

The Bank will capitalize on Sri Lanka's long-standing strengths in social mobilization,
community participation and female empowerment in its support to the Government's poverty reduction
efforts. In particular, the Bank's interventions will rely greatly on community participation in order to
ensure that the social, cultural and institutional concems of the poor are well reflected.

Improving the quality of education. Sri Lanka's early policies on providing free and
compulsory education, along with its labor laws proscribing child labor have ensured universal
enrollments at the primary and secondary levels for both girls and boys. While access is not an issue even
for the poorest, it is recognized that the quality of education has deteriorated, especially in the case of
lower income groups and those in conflict-affected areas. The Government has begun a concerted effort
to address quality improvements in the education system. The new initiatives are commendable, but
success will require sustained efforts over many years. The World Bank's future support, drawing on
lessons from the on-going secondary education and teacher education reform projects, will strengthen
Government initiatives to: (i) enhance the quality of science, mathematics and English education,
especially in rural and estate schools; (ii) provide special education programs for children in conflict-
affected areas; (iii) promote activity-based and child-centered learning through appropriate curricula and
syllabi; and (iv) develop the quality of in-service teacher education to support modern pedagogical
methods. Finally, the Bank will support the Government's new initiatives to overcome language and
ethnic divisions in the education system. Analytical work will be carried out to identify the best avenues
for this assistance.

The Bank will also assist the Government to implement policy reforms in undergraduate
education, particularly with respect to creating an enabling environment for private sector participation
that would end the government monopoly on provision. Strengthening the country's long-established
higher education system will be integral to producing a cohort of professionals with skills relevant to an
increasingly globalized market economy. The reforms are comprehensive and aim to enhance the quality
of higher education institutions through public-private partnerships, accreditation mechanisms, staff
development, investment support for innovative faculties and cost recovery strategies including
competitive funding mechanisms. The Government relies heavily on the Bank's global expertise in this
area to carry out these politically difficult reforms. The new regulatory framework will be critical for
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donors' future support to higher education. The IFC will provide financial support to privately provided
tertiary education.

Confronting the double disease burden. The aging population and emerging communicable
disease threats are placing a heavy burden on the poor, despite the country's very cost-efficient and
effective healthcare system. HIV/AIDS is an emerging concern. The Government is eager to take early
preventive actions within its National HIV Prevention Program, and has requested the World Bank to lend
support given its global knowledge in this area. Another major area of activity will be analytical work on
decentralized health delivery and financing in order to guide future Government investments in improving
the quality of services available to the poor. The objective is to revitalize service delivery, especially in
rural areas and to assist Government to develop a coherent health sector program. New World Bank
investment lending for the health sector will be contingent on the Government's articulation of a coherent
sectoral program and policies aimed at achieving well defined outcomes (e.g., improving responsiveness
to health needs of the most vulnerable, improving financial and technical efficiency, rationalizing
services, re-orienting investments, increasing quality inputs etc.). IEC will continue to support the
provision of private health care to enhance the quality and delivery of service.

Provision of other basic services. Bank assistance to the Government to open infrastructure
development to the private sector and improve delivery of other basic services to underprivileged rural
and urban areas will be undertaken through a holistic and community-based approach. Following the
successes achieved under the Community Water Supply and Sanitation project (CWSSP-I), the Bank will
provide follow-up assistance to Government in providing clean water and safe sanitation in other remote
areas with the active participation of local communities and NGOs. Given the extent of rural poverty and
underdevelopment, various rural anti-poverty initiatives will also be formulated. These will capitalize on
the lessons of the on-going Village Self Help initiative of the Mahaweli Restructuring Project where
villagers have demonstrated a high degree of social inclusion despite deep-rooted political and fractional
differences. A social investment fund program, combined with a more decentralized administrative
system, may be needed to support these initiatives. While the Bank's interventions will focus primarily
on the rural poor, the specific needs of the urban poor will also be given consideration due to the
Government's commitment in this area, and if the Bank's inputs, especially in promoting community
participation, appear critical. The Bank's assistance in these areas will be based on a demand-driven
approach to service delivery, shifting the role of government to that of facilitator, close monitoring and
evaluation of outcomes and partial cost-sharing and full operation and maintenance responsibility by
users.

Improving the Investment Climate and Invigorating the Rural Economy

Strengthening the regulatory/policy framework. The Government has recognized the
importance of focusing on key sectors that have large spillover effects in the entire economy-i.e., ports,
power, insurance, etc. Also, recognizing the budgetary constraints, it plans to promote private sector
participation even in sectors that have remained under quasi-public monopoly in the past. The World
Bank has been requested to assist in establishing the regulatory framework in order to ensure that the
ambitious privatization program has maximum impact. The specific contents and sequencing of reforms
to be supported will depend on the extent of political support for their implementation. Nevertheless,
priority areas include: (i) restructuring of the Colombo Port to meet intensified regional competition in
cargo handling; (ii) reforming the power sector where energy generation is lagging behind economic
growth; (iii) increasing labor market flexibility in order to promote growth and employment creation,
especially in rural areas; (iv) harmonizing the incentives regimes to eliminate distorting impacts on
private sector investments; and (v) restructuring the two state banks. The Bank will support AAA for the
establishment of a multi-sectoral regulatory body or individual regulators in all of these sectors. This
policy focus will help increase the development outcomes of the large investment programs currently
being carried out by other donors in some of these areas. To maximize the impact of assistance, the Bank
will work closely with the ADB, which has also made private sector development a priority for the
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country and is providing assistance on the design of a broad framework for competition policy and
consumer protection.

Land administration and agriculture policy are two other important areas where regulatory/policy
reform is needed in order to unleash the potential of the rural private sector and reduce rural poverty. The
rural poor in particular are harmed by non-functioning land markets, limited access to public services and
technology and low quality education. As a result, a majority of Sri Lankan farmers use natural resources
inefficiently and are trapped in small scale, unproductive agriculture. Land market constraints and
stringent job security regulations, while limiting labor mobility, result in sub-optimal employment
generation, trapping the poor in casual, sub-contracted, or temporary employment in the informal sector.
The World Bank will support the Government's initiatives to develop a fair, efficient and transparent land
administration system that provides tenure security, resolves land disputes and provides local people with
control over land management choices. Financial and technical assistance will be provided for land titling
programs, building on the successes of the current Land Titling LIL. This endeavor, together with
structural improvements in other factor markets (labor and capital), is expected to give a considerable
boost to more equitable growth. At the same time, the Bank will intensify the dialogue on improving the
policy framework in agriculture, emphasizing in particular the maintenance of consistent trade and tariff
policy, increasing access to imported agriculture technology, promoting large scale private sector
investment, increasing cost recovery in irrigation and developing contract farming. Such measures would
increase the productivity of poor farmers and introduce a commercial market orientation to agriculture.

Promoting private sector participation and financial sector development. The Government is
committed to encourage private sector participation in infrastructure development beyond the ports and
power sectors. For instance, its nascent reform program in railways is centered on creating public-private
partnerships that would allow private firms to operate freight and passenger trains in specific corridors,
thus advancing the open access policy for freight traffic. The Government is also in the very early stages
of increasing private sector participation in water management. In collaboration with the ADB and
through analytical work and technical assistance, the Bank will support these efforts in improving the
policy and regulatory framework in water supply and railways. As investment needs are identified and
the policy framework improved, the Bank will consider additional support to implement the needed
institutional changes. The IFC will continue to finance pioneering investments in power generation, ports
and telecommunications. In addition to its role in generating regional growth, improved infrastructure
will enhance opportunities for the poor, especially the rural poor, by opening markets to them, lowering
costs and creating greater possibilities of productive livelihoods.

To further develop the financial sector, the Bank will provide analytical support and deepen the
policy dialogue on pension reform and liberalization of the insurance and provident fund sectors. This
work will be closely coordinated with the EFC. The EFC will also support initiatives to promote the
development of the Small and Medium Enterprise (SME) sector with a particular focus on export-oriented
industries.

Fostering Efficient and Sustainable Use of Natural Resources

Another area of Bank support for institutional strengthening is the environment where there is a
need for rationalizing the various agencies and ministries that manage natural resources. The
fragmentation of management and the lack of provincial responsibility lead to duplication and a waste of
resources that the country can hardly afford. The Bank's intervention in protecting natural resources is
particularly important in Sri Lanka where various communities base their livelihoods on eco-friendly
tourism. The Bank will focus on strengthening regulations, incentives, institutional arrangements and
enforcement mechanisms aimed at achieving broadly acceptable environmental standards in infrastructure
development, power sector reform, initiatives in renewable energy use and privatization (e.g.,
environmental licensing, regulation of industrial establishments.) Bank assistance will be limited to AAA
and design of the policy framework for environmental management, an area of Bank comparative
advantage well recognized by donors. Beyond the on-going Environmental Action-I project, which deals
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with policies and institutions, these issues will be raised as part of the dialogue/activities to improve
governance and public sector performance. Partnership with ADB and GEF will be intensified with
regard to wildlife protection-an important tourist attraction-- as a potential source of income for
neighboring poor communities.

Bhutan Rural Development Strategy and Action Plan

The Bhutan government's (GOBh) strategy for the rural sector is strongly focused on rural
communities and the participation of their people. Bhutan's central development tenet is gross national
happiness. One of its main development themes, "balanced and equitable development" specifically
emphasizes the inclusion of the most "vulnerable and disadvantaged" groups in all development programs.
to ensure that the benefits are shared by all sections of society.

The Bank's strategy is to help Bhutan manage its considerable natural, institutional, cultural
and environmental assets in a way that can translate economic growth into rapid and inclusive social
transformation and better living standards. The GOBh strategically coordinates donor assistance, limiting
the number of donors overall and in any sector. Drawing on bilateral grant aid first, followed by United
Nation agencies for technical assistance, it only then turns to international financial institutions. Taking
into account the GOBh's development priorities and the Bank's relative comparative advantage with
respect to other members of the donor community, the Bank's assistance to the rural sector focuses on
forestry, education and rural infrastructure.

Forestry. Increasing the benefits from forestry and related natural resource management for rural
people, and improving economic and environmental services for all sections of society, while ensuring
their environmentally sustainable use and where needed, their conservation, is a major priority of the
government. In support, the key elements of the Bank's strategy look to create an enabling environment,
strengthen forest resource management for increased environmental and social benefits and foster
improvements in the information system, research, and development. Mechanisms for support and
engagement include project lending; the biannual review of the Bhutan Trust Fund for Environmental
Conservation; an Institutional Development Initiative grant supporting a programmatic approach to the
Ninth Five Year Plan; and continuing partnerships with the Swiss Development Corporation, the World
Wildlife Fund and other donors.

Education and Rural Infrastructure. The GOBh is targeting the poorest and most remote and
illiterate villages through community involvement in the expansion of its education and rural
infrastructure (roads, markets, schools, health centers) programs.. In addition to on-going projects, Bank
assistance is beginning with support for the preparation of the Ninth Five Year Plan for education and
rural infrastructure that will serve as the framework for our future involvement in the sector.

The Bank will also explore possibilities for transferring knowledge and practical experience in
other areas such as poverty analysis, macroeconomic management, financial institutions, private sector
development, trade, employment, public sector management and decentralization. This exploration will
include support for the development of a Poverty Reduction Strategy Paper and the pursuit of inter-
sectoral linkages in knowledge transfer with global distance learning activities. Given the context of
Bhutan, all of these activities would benefit rural areas.

Maldives Rural Development Strategy and Action Plan

Reducing poverty and disparities in access to social and infrastructural services in the various
atolls constitutes the central concern of the Bank's development strategy for Maldives. The Bank's
focused assistance to fisheries and education in the "rural sector" is driven by the structure of the
economy, the Government's development priorities and coordination with other donors in the country.
The fisheries sector is strategic -- the principal source of livelihood for the vast majority of the country's
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atoll population -- employing over one quarter of the labor force, supplying much of their nutrition and
also contributing to foreign exchange earnings. However, as the environmentally sustainable exploitation
of this resource nears its limit, a new economic and development model is required. Educational progress
is one key to the transition that would permit a largely fisheries based population to diversify income
sources. The Bank's goal will be to focus on strategies to improve the efficiency of the fisheries sector
and its downstream processing activities while supporting increased access to education and improved
quality of education in the outer atolls/islands.

In fisheries, the Bank will not continue to finance state investments in fisheries, but will
support the government in preparing a long term strategy and action plan for the sector. This strategy -
- the basis for future Bank assistance -- aims to foster an efficient fisheries management system that will
increase the sector's economic contribution, while remaining consistent with the Maldivian government's
long-term environmental priorities and its economic, and social vision.

In education, the Bank's focus will be on providing secondary education in the atolls by
building additional schools, expanding existing ones, supporting the training and development of teachers
and continuing to support the fellowship program for tertiary education. It is expected that the provision
of additional secondary schools will reduce the pressure for accommodation in Male among secondary
school aged children. In addition, the investment in human capital in the outer atolls will increase the
pool of a more skilled labor force, reduce dependence on expatriate labor and, reflecting the more
informed and educated population, increase the possibilities for growth in these atolls.

In addition, the Bank will also focus its efforts on fostering greater donor cooperation in
development activities in the country, strengthening intersectoral linkages through workshops and will
provide technical assistance through various analytical and advisory activities, including assistance for
public expenditure review and the government's PRSP preparation.

V. Implementation of Action Plans

Implementation of Action Plans. One of the critical factors that has hampered achievement of
the desired development outcomes from Bank assistance is weakness in or lack of ownership of the
programs by country counterparts and project beneficiaries. This is a critical issue as the region's
political volatility results in changes in government and consequent, frequent changes among senior
bureaucrats/ technocrats/practitioners. Future investments supported by the Bank will be preceded by
joint Bank and client government AAA to understand the issues and to explore options for addressing
them, drawing on local and international best practice. A key aspect of the AAA would be assisting
government with, and facilitating consensus building among all concerned stakeholders on sectoral
development strategies. Such preparatory activity will also involve developing communication strategies
for our AAA and identifying and working with "champions for change." Our investment assistance will
be guided by these sectoral strategies formulated and owned by our client countries. In the case of rural
water supply in India, for example, the World Bank contributed significantly in facilitating the process of
consensus building on a sustainable approach to rural water supply development, achieving such a
consensus in 1999 in the "Cochin Declaration" (Box 5.1) .
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Box 5.1: The Cochin i)eclaration
On Implementing Rural Water Supply Policy Reforms in India

Sixty-five delegates from 14 states including 11 State Ministers, senior civil servants from the Govemment of India and State
Govemments, non-govemment organizations (NGOs) and Extemal Support Agencies, including the World Bank, participated in a workshop
in Cochin, Kerala on December 7-8, 1999 and reached an agreement on the principles and strategic actions needed to tackle rural water
problems. These principles have been derived from the broad lessons and best practices in rural water programs in the country. The Cochin
Declaration reflecting these deliberations endorses the reform measures.

The State Govemments, with assistance from the Govemment of India, are committed to ensuring that all of India's 1.43 million
habitations have access to safe drinking water. Though significant efforts have been made towards this end, all stakeholder groups agreed
they are a long way from achieving it. The participants agreed that the problems in the sector derive not simply from the enormous scale of
required investment, but also from inadequate sector management. Many public rural water supply services today are unsustainable and do
not adequately serve the needs of user communities. The Govemment of India has responded to this challenge through policies in the Ninth
Five Year Plan (1997-2002). New policies for service delivery have been developed, but these reforms now need to be implemented. For
the reforms to be successful, State-level endorsement is vital. The following principles should guide reform:

* Adopting demand-responsive approaches and the use of participatory processes;
* Changing the role of the Govemment from provider to facilitator;
* Establishing financial viability and sustainability of rural water supply services; and
* Promoting integrated water resource management.

The workshop participants resolved to implement the above principles in the respective States through the following strategic
actions:

* Increasing engagement with NGOs and Panchayati Raj Institutions; encouraging greater private sector participation; and
changing the Government's role through reorienting Public Health and Engineering Depts;

* Improving financial viability through implementation of pilot projects with partial capital cost recovery; implementing user
financing of operation and management for local schemes; capacity building of Gram Panchayats, and advocacy to increase
acceptance of cost recovery policies among key stakeholders;

* Supporting community management by shifting decision-making to the grassroots level; increasing participation of women
and the disadvantaged sections of society in managing service delivery; management of investments and ownership of
assets;

* Creating an enabling environment that promotes transparency and strengthens true partnerships between the Govemment,
Gram Panchayats, NGOs and communities. NGOs and community-based organizations must play a more significant role in
advocacy and capacity-building; and

* Deveiopingtimplementing sustainable comprehensive water resource management and service delivery policies and actions;
introducing water conservation, recharge and rehabilitation measures; supporting the enactment and enforcement of
legislation to prevent depletion and contamination of water sources; and implementing water quality monitoring systems.

Building on lessons learned and best practice approaches developed in past projects and
innovative experiments and mainstreaming these into new projects are critical elements of the Bank's
implementation plan. The Bank will continue not only to support innovative and best practice
approaches, but also to assist clients in scaling up successful and effective programs. For example, two
areas, where considerable knowledge and successful experience have been accumulated and where there
is considerable scope for replication and scaling up are the watershed and rural water supply development
initiatives in India (Box 5.2).

Within the Bank, we will work closely with other SAR colleagues to ensure that roadblocks to
rural poverty reduction are addressed adequately and in an integrated fashion in the Bank's country
programs. This close collaboration will inform preparation of poverty reduction strategy papers (PRSPs),
country assistance strategies (CAS) and other AAA linked to rural poverty reduction and the
conceptualization and preparation of multi-sectoral national and sub-national operations (adjustment
operations, programmatic lending, poverty reduction support credits and investment projects.) The
commitment will also involve more active participation in country teams and country management team
activities (e.g. sectoral strategy and Project Concept Document/Project Appraisal Document reviews) to
insure that rural issues receive adequate attention, including funding. The South Asia Region has had
good success in knowledge sharing through AAA and in cross-sectoral participation in project preparation
and implementation. We will continue to build closer cross-sectoral linkages and collaboration with our
other SAR colleagues. We will also build closer links to the Rural Anchor and Thematic Groups, to draw
on the knowledge base in other countries and regions so as to ensure that the design of projects and
programs incorporates global best practices.
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In implementing the country action plan, we recognize the importance of committing to a
longer term horizon in some sectors where significant policy and institutional change is involved. This
approach, requiring the adoption of a phased program of assistance that builds toward longer term goals,
is particularly relevant to the restructuring process occurring in the water and agricultural support services
(e.g. research, extension, livestock services) sectors and in our program for implementing community-
based initiatives.

We will encourage our clients to make more use of the project preparation facility (PPF) and
technical assistance in developing and implementing innovative pilot activities that could eventually be
scaled-up. The use of PPF in SAR has been negligible in the past.

The ambitious action plans to deliver country strategies require close collaboration with our
partners in development, i.e. United Nation agencies, Asian Development Bank, bilateral donors and-
international and national NGOs. We will build on our experience with successful models of interagency
cooperation. While being selective in our assistance (e.g. Nepal, Bhutan, and Maldives), we will aim to
complement efforts of other donors.

Box 5.2 World Bank Experience with Watershed Projects in India

Rainfed areas, home to a large share of the rural poor, constitute about two-thirds of India's cultivated area. A large number of
projects have been implemented with assistance from the World Bank and other donors to raise the productivity of these areas, using the
watershed approach. By 1996, however, only about 16.5 million ha of the over 90 million hectares of rainfed area have benefited from
watershed development initiatives. The Govemment of India's aim is to cover at least another 22 million ha by 2008.

The main objective of the integrated watershed development program in India is to contribute to decreasing soil erosion,
increasing water availability and alleviating poverty. Specifically, the investments are designed to (i) slow and reverse the degradation of the
natural environment in the project areas through the development and use of appropriate soil and moisture conservation technology; (ii)
increase production and income from grain crops, horticulture and forest and livestock products on a sustainable basis; and (iii) reduce
flooding and other devastation resulting from degradation both in the project areas and on adjacent plains. The projects use technical
interventions directed toward comprehensive watershed treatment and development based on a ridge-to-valley approach.

Investments in the watershed activities contribute to improving rural income (through increased fodder production, fuel-wood,
grasses, livestock and milk production and reduction in floods and in further land degradation) and general quality of life of the rural
population through improved access to the market, increased potable water supply and social amenities. Most of these activities are
women's responsibilities, and project design gives special attention to reducing drudgery and improving the well-being of women.
Additionally, new irrigated areas would provide farmers with an opportunity to diversify their famning practices to produce marketable
surpluses of higher value milk and horticultural crops. Under Integrated Watershed Development Project-i more than I million people,
mostly women, will benefit. In Kamataka, the proposed project is expected to benefit about 400,000 families, most of them small and
marginal farmers. Another 500,000 families are expected to benefit under the proposed watershed project in Andhra Pradesh. Based on past
Govenmment of India and World Bank experience, project success depends on the following key principles:
* strenuous participatory involvement of communities during project planning and implementation to foster ownership and

accountability in the local community. Similarly, linking the community based organizations to the local level institutions (Panchayati
Raj Institutions) to enhance institutional sustainability;

* early clarification of benefit and cost sharing and gradual phasing out of subsidies to ensure appropriate maintenance of project-
generated assets and resources for local organizations;

* need to harmonize guidelines for the implementation of future watershed projects. These guidelines should be acceptable in principle
irrespective of source of funding, but should have enough flexibility to suit changing situations and resources. The only way to
improve replicability is to have the projects in collaboration with Central and States programs rather than running them parallel. A
good beginning has already been made in this direction by constituting an inter-ministerial Coordination Committee of MOA and the
Ministry of Rural Development and the Ministry of Forest and Environment.

• integration of the provision of services by different government departments (such as, soil conservation, forestry, agriculture,
horticulture, and animal husbandry.) For this to continue beyond the life of the project requires developing new organizations (such as
village development committees) and permanent institutional arrangements among govemment departments, local governments and the
village development committees so as to create incentives for integration to continue;

* provide some short-term benefits from the project interventions in order to ensure the beneficiaries' support for long-term conservation
objectives

* Increases in agricultural productivity through land-based activities have important, but limited scope for improving the economies of
rained rural areas. To encourage more broadly based social and economic development, investments in complementary off-farm
activities and infrastructure such as rural roads and drinking water supply, depending on local potential, are critical to encourage agro-
processing and marketing.
These lessons from past successful pilots and projects have formed the basis for the national guidelines for watershed development

(Warasa-Jan Sahbhagita, New Guidelines for National Watershed Development Projects) formulated in 2000 and are being mainstreamed in
all GOI initiatives. The World Bank will continue to assist the GOI and State govenmments to refine, innovate, and scale up the watershed
approach as part of the national watershed development program.
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Performance Indicators and Monitoring. We will assess progress in implementing the action
plan by monitoring performance in the following areas:

* Adequacy of treatment of rural issues in the CAS'and sectoral strategies

* Composition of teams addressing multi-disciplinary issues (lending and non-lending)

* Completion of activities for building ownership (conferences, workshops, published reports and
pace at which policy and institutional reforms take place).

* Progress in meeting the performance outcomes and development objectives of our rural lending
program.
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South Asia at a glance
Low &

POVERTY and SOCIAL South middle-
Asia income Development diamond*

1998
Populaton, mid-year (millions) 1,304.6 5.010.8 Life expectancy
GNP per capita (Atlas method, US$) 430 1,250
GNP (Atlas method, USS billions) 560.1 6,242.9

Average annual growth, 1992-98

Population (%) 1.9 1.5
Labor force (%) I . ~~~~~~~GNP GrossLabor force (%/)} 2.3 ,1.9 per primary

Most recent estimate (latest year available, 1992-98) capdta enrollment

Poverty (% of population below national povertv line)
Urban populaton (% of totalpopulation) 28 41
Ufe expectancy at birth (years) 62 65
Infant mortality (per 1,000 live births) 75 59
Child malnutrition (% of children under S) 51 Access to safe water
Access to sate water (% of populatfon) 77 75
Illiteracv (% of population awe 15+) 47 27
Grossprimaryenrollment M%ofschool-agepopulation) 100 107 South Asia

Male 110 110 Low& middle income group
Female 90 101

KEY ECONOMIC RATIOS and LONG-TERM TRENDS

1978 1988 1997 1998
Economic ratios*

GDP fUS$ billions) 176.1 376.0 553.2 565.1
Gross domestic investment/GDP 20.7 22.6 22.5 7Trade
Exports of goods and services/GDP 7.3 7.8 12.4 12 7
Gross domestic savings/GDP 17.8 18.2 18.2 19.3
Gross national savings/GDP 19.9 19.4 20.6 21.5

Current account balance/GOP -0.6 -2.6 -2.0 .1.4 .oXsi
Interest pavments/GDP 0.4 0.8 1.0 1.1 Domestic Investment
Total debt/GDP 17.4 26.6 28.1 '2.0t Savimgs ne
Total debt serviCe/exports 14.2 26.3 21.0 18.9
Present value of debt1GDP .. 23.1
Present value of debt/exports ,- *, *- 148.4

Indebtedness
1978-88 1988-98 1997 1998

(average annual qrowth)
GDP 5.2 5.5 4.6 5.6 SouthAsia
GNP per capita 2.7 3.5 2.7 3.7 --- Low & middle income group
Exports of goods and services 5.6 10.7 5.4 4.4

STRUCTURE of the ECONOMY
1978 1988 1997 1998 Growth of investmnent and GDP (%)

(% of GDP)
Agriculture 37.3 31.1 27.0 28.3 20 -
Industry 23.4 25.7 26.0 25.0 15- 

Manufacturng 16.1 16.1 16.8 16.2 10j I
Services 39.3 43.2 47.0 46.7 o\

Private consumption 73.2 70.1 71.1 70.5 s.-.- 97 4 95 96 97 98
General govemment consumption 8.9 11.7 10.7 10.1 - GD - GDP
Imports of goods and services 10.2 12.2 16.7 16.0 L

(average annual growth) 1978-88 1988-98 1997 1998 Growth of exports and Imports (%)

Agriculture 3.1 3.4 -0.3 6.6 i
Industry 5.9 6.3 5.3 2.3 20

Manufacturing 6.0 7.0 6.1 5.9 to

Services 6.2 6.7 7.2 7.2 rso 

Private consumption 5.1 5.0 3.2 5.9 s
General govemment consumption 7.8 6.5 14.6 4.6 o
Gross domestic investment 4.5 6.1 6.7 7.5 93 94 95 96 97 9.
Imports of goods and services 5.6 9.1 9.2 7.4 -Expors e-Imports
Gross national product 5.0 5.5 4.6 5.7

Note: 1998 data are preliminary estimates.
This table was produced from the Development Economics LDB central database.

The diamonds show four key indicators in the country (in bold) compared with its income-group average. it data are missing, the diamond will
be incomplete.
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Bangladesh at a glance 71612001

POVERTY and SOCIAL South Low-
Bangladesh Asia income Development dlamond*

1999
Population, mid-year (millions) 127.7 1,329 2,417 Life expectancy
GNP per capita (Atlas method;USS) 370 440 410
GNP (Atlas method, US$ billions) 47.0 581 988

Average annual growth, 1993-99

Population (%) 1.6 1.9 1.9
Labor force (%) 2.9 2.3 2.33GPGr

. . -- .per , \ 7 ~ primary
Most recent estimate (latest year availabl, 1993-99) capita enrollment
Poverty (% of population below national poverty line) - 36
Urban population (% of total population) 24 28 31
Life expectancy at biith (years) 59 62 60
Infant mortality (per 1,000 live births) 73 75 , 77
Child malnutrition (% of children under 5) 56 51 43 Access to safe water
Access to improved water sowce P 9. of ooos'ar'on 84 :.77 64
Illiteracy (% of population age 15+) 59 : 46 39
Gross pnmary enrollment (% of schol-age population) 96 100 96 Bangladesh

Male. 93 110 102 Low-income group
Female 100 90 86

KEY ECONOMIC RAllOS and LONG-TERM TRENDS

1979 1989 1998 1999
Economic ratios'

GDP (US$ billions) 15.6 27.0 44.1 45.7
Gross domestic investment/GDP 14.9 17.2 21.6 22? Trade
Exports of goods and services/GDP 4.5 5.7 13.3 13.2T
Gross domestic savings/GDP 5.9 9.6 16.7 16.7
Gross national savings/GDP 10.2 12.3 20.4 21.3

Current account balance/GDP -1 8 .5 1 -1.2 -0.9 . J 
Interest payments/GDP 0.3 0 5 0.4 0.4 Domestc i nvestment
Total debtVGDP 21.1 41.1 ,r37.1 37.1 igs
Total debt service/exports 26.6 21.3 9.1 9.3
Present value of debVGDP . . .. 22,9
Present value of debt/exports . 134.6

Indebtedness
1979-89 1989-99 1998 1999 1999-03

(averagre annual growth) Bangladesh
GDP 4.4 4.8 5.2 4.9 5.1 Bangladesh
GNP per capita 1.6 3.4 3.6 3 3 3.4 Low-income group
Exportsofgoodsandservices 6.1 14.2 12.4 6.0 5.9

STRUCTURE of the ECONOMY
1979 1989 1998 1999 Growth of Investment and GDP (%)

(% of GDP) 15
Agriculture .. 34.6 25.6 26.2
Industry .. 20.9 25.8 25.2 10

Manufacturing .. 13.5 16.2 15.5 s
Services .. 44.5 48.6 48.7

o
Private consumption 92.2 86.2 78.6 78.7 94 95 96 97 98 9o

General govemment consumption 1.9 4.1 4.7 4.6 - GD\ -e--GDP
Impors of goods and services 13.5 13.3 18.3 18.7

1979-89 1989-99 1998 1999 Growth of exports and Imports (%)
(averae annual growth)
Agriculture 2.7 1.6 1.6 3.3 6
Industry 4.1 7.3 8.3 4.9 so

Manufacturing 2.8 7.2 8.5 3.2 40
Services 5.0 5.1 5.8 6.0 20

Private consumption 4.6 3.0 1.3 2.6 10
General govemment consumption 4.9 5.6 13.2 -0.2 o i
Gross domestic investment 2.2 8.4 12.1 9.8 -10 E9ort se 7rr 99 9r9
Imports of goods and services 4.6 10.0 -0.3 5.0 Espo95 e Tipalts
Gross national product 4.2 5.1 5.2 5.0

Note: 1999 data are preliminary estimates.

The diamonds show four key indicators in the country (in bold) compared with its income-group average. If data are missing, the diamond will
be incomplete.
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India at a Glance

POVERTY and SOCIAL South Low- _____

India Asia Income Development diamond-
1999..
Population; mid-year (milions) 997.5 1.329 2.417 Life expectancy
GNP per capita (Atlas methodr USSi 440 440 410
GNP (Atlas mothoof, US$ billions) 441.4 581 988

Average annual growt h. 1993499

Population (YO) 1.7 1.9 1.9
Labor force (YO) 2.2 2.3 2.3 GNP Gross

per i- primary
Moat recent estimate (latest year available. 1993-99) capita enrollment

Poverty (I or populalton below nat,onaa Dovertr mneo 38 ..

Urban pooularnon II, of rotai oopulat,on) 28 28 31 {
Lde expectancv al rtr i,arsl 63 62 60
lInant mortall ov.er 1t.0)L

1
wLe otr .uI 71 75 77

Cnia malnulnujon tc ol cn loren under 5o 45 51 43 Access to safe water

Access to mproved wafer source (*, of populaton) 81 77 64
Illiteracy (% of population aae 15+) 38 46 39
Gross primary enrollment (% of schola4e population) 100 100 96 - India Low-incomegroup

Male 109 10 102
Femaie 90 90 86

KEY ECONOMIC RATIOS andi LONG-TERM TRENDS

-1979 1989 1998 1999
Economic ratios*

GDP (USS billions) 150.1 290.5 419.1 447.3
Gross domestic investmentVGDP 22.8 24.1 21.8 22.9 Trade
ExDorts of qoods ana servicesrGDP 6.7 7.3 11.3 12.1
Gross dorresic savir-asiGDP 207 21.8 19.2 19.9
Gross national savings.GDP 22.2. 21.4 20.8 21.9

Current account balance/GOP .. 0 5 -1.8 -0.8 -1.0 DoetcIvsmn
Interest payments/GDP 0.3 1.1 1.1 1.2 Domestic Investment
Total debt/GDP 12.0 26.0 23.3 22.0 Savigs
Total debt service/exports 10 3 28.6 20.6 22.8
Present vaiue of deb GDOP .. 20.1
Present value o0 aebLexports .. .. 143.3

Indebtedness

1919-89 1989-99 1998 1999 1999-03
(realaverage annualqronnri
GOP .5.7 5.8 6.8 6.5 6.2 - Idi _ o_ ncmgr_

GNP per capia - 3.3 3.9 4.9 4.8 4.5 India Lowincome group

Exportsotf oods and services 4.9 11.9 12.5 3.6 10.1

STRUCTURE of the ECONOMY

1979 1989 1998 1999 Growth ot investment and GDP (%)
(% of/GDP)I
Agricuiture 36.8 31.6 29.1 27.7 20
Industry 25.0 27.6 25.7 26.3 0

Manufacturing 17.4 17.4 15.6 15.9 l I.

Services 38.3 40.8 45.2 46.0
-10- 954 s 97 98 95

Private consumption 69.2 66.1 68.6 68.1 .20 -
General govemment consumption 10.0 12.2 12.3 12.0 -GDI GDP
Importsofgoods and services 8.7 9.6 14.0 15.0

1979-89 1989-99 1998 1999 Growth of exports and Imports (%)
(real averaqe annual qrowt)
Agriculture 3.4 3.3 7.2 1.3 40
Industry 6.6 6.5 4.0 8.8 30

Manufactunng 7.0 7.0 3.6 8.5 20-
Services 6.7 7.5 8.3 7.9

10
Private consumption 5.5 5.2 3.2 2.8 I I.

General govemment consumption 7.8 5.9 14.5 103 4 9 9 97 s99
Gross domestic investment 5.7 6.2 4.3 11.5 10I

Imports of qoods and services 6.5 8.9 -2.5 -1.8 Exports I imports
Gross national product 5.5 5.8 6.7 6.7

Note: 1999 data are preliminary estimates.

* The diamonds show four key indicators in the country (in bold) compared with its income-group average. If data are missing, the diamond will
be incomplete.
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Nepal at a glance 9(9/1999

POVERTY and SOCIAL South Low- -

Nepal Asia income Developmeni diamond'
1998
Population, mid-year (millions) 22.9 1305 3.515 Ufe expectancy
GNP per capita (Atlas method, US$) 210 . 430 520
GNP (Atlas method, US$ billions) 4.8 555 1,844

Average annual growth, 1992-98 :

Population (%0 ) 2.4 1.8 1.7
Labor force (%) 2.4 2.3 1.9 GNP Gross

Mos recentt estirnate (tatest.vear available 1992-98) -er primarycapita erlmn
Poverty (% of population below national poverty line) 42
Lrban Porulalion oftoaippooulabon: 11 27 31
Life esr,-eancy aT Diii?h (rear.? 57 62: 63
Intant mortality (per 1,000 live births) 83 77 69
Child malnutrition (% of children under 5) 47 53 .. Access to safe water
Access to sate water (% of population) 59 81 74
Illiteracy (% of population age 15+) 62 49 32
Gross primary enrollment (% of school-ae poulation) 109 -100 108- -Nepal - Low-income group

Male 127 109 113
Female 90 90 103

KEY ECONOMIC RATIOS and LONG-TERM TRENDS

1977 1987 1997 1998
EcononIc ratios,

GDP (US$ billions) 1.4 3.0 4.9 4 8
Gross domestic investment/GDP 16.0 20.2 23.3 21.7
Exports of goods and serviceslGDP 11.8 11.8 26.3 23.1
Gross domestic savingstGDP 13.5 11.5 11.9 10.5
Gross national savings/GDP .. 1.8i 13.9 12.9

Current account balance/GDP 1.5 46.6 -9.4 8.88
Interest payments/GDP 0.1 0.S 0.5 0.6 Domestic -nvestment
Total debt/GDP 7.3 33.8 48 7 560- Savings .sm
Total debt service/exports 2.7 8.9 6.7 7.2
Present value of debt/GDP . .. 25 4.
Present value of debt/exports .. .. 87 5

Indebtedness
1977-87 1988-98 :1997 - 1998 199.03

(average annual orowth)
GOP 3.6 5.0 5.0 2.3 Npl Lwicm ru
GNP per capita 0.9 2.4 2.8 0.3 Nepal Low-income group
Expotsof goods and services 3.6 16.1- 24.3 .10.1

STRUCTURE of the ECONOMY
1977 1987 1997 1998 Growth rates of output and Investment (%)

(% of GDP)
Agriculture 63.9 50.7 41.4 40.5
Industry 11.2 15.8 22.9 22.2

Manufactunng 4.5 6.2 9.5 9.6
Services 24.9 33.4 35.7 37.3 *s 9 r

Private consumption 79.2 79.5 79.2 80.2 -10 
General govemment consumption 7.3 9.1 8.9 9.3 -GD1 -*GDP
Imports of goods and services 14.3 20.6 37.7 34.3

1977-87 1988-98 1997 1998 Growth rates of exports and Imports (%)
(averagre annual growth)
Agriculture 3.1 2.6 4.1 1.0 so
Industry 7.4 7.7 6.4 0.2

Manufacturng 8.1 10.5 7.1 1.7
Services 2.8 6.4 4.8 5.2 _

Private consumption 3.5 4.6 5.3 3.7 o
General govemment consumption 6.6 4.8 1.2 6.5 93 94 ss Os 97
Gross domestic investment 6.1 6.9 -3.3 -4.7 2
Imports of goods and services 7.1 12.1 10.8 -6.9 - Eiqorts 0Imporns
Gross national product 3.5 5.0 5.3 2.7

Note: 1998 daIa are preliminary estimates.

* The diamonds show four key indicators in the country (in bold) compared with its income-group average. H data are missing, the diamond w8iI
be incomplete.
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Pakistan at a glance
POVERTY and SOCIAL South Low-

Pakistan Asia Income Developmenl diamond'
2000
Population, mid-year (millions) 138.1 1.32Z 2.417 Life expectancy
GNP por capita (Atlas method. uSSr 490 440 410
GNP (Atlas method, US$ billions) 68.3 581 938

Average annual growth, 1994400

Population (%) 2.4 1.9 1.9
Labor force (%) 3.0 2.3 2.3 GNP Gross

per --Iprimary
Moat recent estimate (latest year available, 1994-00) capita enrollment

Poverty (% ofpopula'tionbelownationalpovoertY line) 33
Urban population (% of total population) 37 28 31
Life expectancy at birth (years) 63 62 60
Infant mortality (per 1,000 live births) 90 75 77
Child malnutrition (X of children under 5) 38 51 43 Access to safe water
Access lo imDrored* aler source (I. of ooulationi 88 77 64
Il,r.wrac. %o o ropulaton ae 15.-) 54- 46 39
Gros Dnmran,ernrolimenl of school aoe ooouratonl 74 1o00 96 Pakistan

Male 101 110 102 Low-income group
Female 45 90 86

KEY ECONOMIC RATIOS and LONG-TERM TRENDS

19W0 199 1999 2000
Economic ratioa-

GDP at martket prices (US$ billions) 23.7 40.0 *58.2 61.7
Gross domestic investment/GDP 18.5 18.9 15.0 15.0
Exports of goods and servicesGDP 12.5 15.5 15 2 15.7 Trade
Gross domestic savings/GDP 6.9 11.1 10 I 11.5
Gross nalonal sadngsiGDP 14.8 15.6 11.2 13.4

Current account balance/GP .-3.7 -3.4 .3.8 -1.6
Interest payments/GDP 1.0 1.3 1.5 1.5 Domestic Investment
Total debt/GDP 41.9 S t.6 59 2 S4avings
Tolal oebr serv.c,exponrs Meoum ana LT) 18.3 23.0 30 5 39.8
Present value of debt/GDP 4. . 3 0
Present value of debtlexports .. . 252.0

Indebtedness
1980-90 1990.00 1999 2000 2000.04

(average annual growth)
GOP atfactorcost 6.2 4.2 3.1 4.8 4.6 Paldstan
GNP per capita 3.8 1 2 1.6 3.3 2.3 Low-income group
Exports of goods and services 8.4.. 1.7 -2.4 t4.2 5.2

STRUCTURE of the ECONOMY
1980 1990 1999 2000 Growth of investment and GDP (%)

(% of GDP)
Agriculture 29.5 26.0 27.2 26.3 3
Industry 24.9 25.2 23.5 233 '

Manufacturing 15.9 17.4 15.6 15.3 o
Services 45.6 48.8 49.4 50.4 0- oa \o/ oe

.10 +v
Private consumption 83.1 73.8 78.4 78.0 -15
General govemment consumption 10.0 15.1 11.5 10.4 0GD -0--GDP
Imports of goods and services 24.1 23.4 20.1 19.2 , GD_ e G __

19-90 1990-00 1999 2000 Growth of exports and Imports (%6)
(average annual growth)
Agricuiture 4.3 4.5 1.9 7.0 20
Industry 7.3 3.8 2.5 3.3 's. 

Manutacturing 7.7 3.5 4.2 1.6 lo..
Services 6.8 4.3 4.1 4.5 o ,

Private consumption 4.3 5.0 8.0 3.0 -s / e 00
General govemment consumption 10,3 1.2 -5.1 15.6 .1.
Gross domestic investment 5.8 1.4 -11.8 4.7 .15
Imports of goods and services 2.1 2.6 -6.2 1.0 Exports e Inv0ort
Gross national product 6.6 3.7 4.1 5.8

Note: 2000 data are preliminary esfimates.

The diamonds show tour key indicators in the country (in bold) compared with ifs income-group average. If data are missing, the diamond will
be incomplete.
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Sri Lanka at a glance 5/16/2001

Lower-
POVERTY and SOCIAL Sri South middSe-

Lanka Asia inaome Development diamond*
2000
Population, mid-year (mililons) 19.4 .1,329 2,094 Ufe expectancy
GNP per capita (Atlas method, US$) 860 440 .. 1,200
GNP (Atlas method. US$ billions) 164 581 2,513

Average annual growth, 1994-00

Population (%) 1.3 1.9 1.1
Labor force(°X 2.4 2.3 1.2 GNP Gross

per promar
Most recent estimate (latest year available, 1994-00) capita enrollment
Poverty (% of population below national poverty line) 25
Urban population (% of total population) 22 28 43
Ufe expectancy at birth (Vears) 73 62 69
Infant mortality (per 1,000 live births) 17 75 33
Child mainutrition (9% of children under 5) 38 51 15 Access to safe water
Access to improved water source (% of population) 64 77 86
Illiteracy (% ofpopulation age 15+) 11 46 16
Grossprimaryenrollment (% ofschool-acepopulation) 109 100 114 -SnLanka

Male 110 110 114 -- Lower-middle-income group
Female 108 90 116

KEY ECONOMIC RATIOS and LONG-TERM TRENDS

1980 1990 1999 2000 . -.
Economic ratios'

GOP (UqS hillinnsql 4.0 8.0 15.9 16.7
Gross domestic investmentfGDP 33.7 22.6 27.3 28.0 Trade
Exports of goods and services/GDP 32.2 29.2 35.5 39.7
Grossdomesticsavings/GDP 11.2 14.3 19.5 17.3
Gross national savings/GDP 13.9 16.8 23.5 21.4

Current account balance/GDP -16.4 -5.6 -3.5 .6.4 o
Interest payments/GDP .. ... 1.9 2.0 Domestic . p Z '. Investment
Total debVGDP 41.4 72,0 00 0.0 Savings
Total debt service/exoortsb 10.7 14.4 12.4 11.8
Present value of debt/GDP ..
Present value of debVexports ..

Indebtedness
1980-90 1990-00 1999 2000 2000-04

(average annual growth)
GDP 4.5 5.4 4.3 6.0 5.6 Si Lanka
GNP per capita . 4.4 2.3 4.9 4.4 Lower-nmidde-income group
Exports of goods and services 5.8 9.9 4.0 18.0 8.0

STRUCTURE of the ECONOMY
1980 1990 1999 2000 Growth of investment and GDP (%)

(% of GDP)
Agriculture 27.6 26.3 20.7 19.5
Industry 29.6 26.0 27.3 27.5 l

Manufacturing 17.7 14.8 16.4 16.9
Services 42.8 47.7 52.1 53.0 o

se9 97 53 99 ooPrivate consumption 80.3 75.5 71.5 72.4 a10
General govemment consumption 8.5 9.8 9.0 10.4 -GDI : GDP
Imports of goods and services 54.6 38.0 43.3 50.5

1980-90 1990-00 1999 2000 Growth of exports and imports (%)
(average annual growth)
Agriculture 2.3 1.6 4.5 1.7 0 T
Industry 5.1 7.6 4.8 7.5 40

Manufacturing 6.3 9.0 4.4 9.2 30
Services 4.6 2.5 4.0 6.8 20

Private consumption 5.8 3.8 5.3 4.4 to
General govemment consumption ... 14.2 5.3 18.9 o
Gross domestic investment 8.1 6.4 6.4 6.2 ss 96 07 98 99 00
Imports of goods and services 8.7 9.5 7.0 14.9 Exports -Imports
Gross national product ... 5.8 3.8 5.8

Note: 2000 data are preliminary estimates.

* The diamonds show four key indicators in the country (in bold) compared with its income-group average. If data are missing, the diamond will
be incomplete.

a. Based on WB's Atlas conversion exchange rate b. Exports including workers remittances
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Bhutan at a glance
POVERTY and SOCIAL Southu Low.

Bhutan Asia Income Development diamond*
1998
Populalbon, mid-year (millions) 0.76 1,305 3515 ifeexpectancy
GNP per capita (Atlas method, USS) 480 430 520
GNP (Atlas method, US$ billions) 0.36 555 1,844

Average annual growth. 199248.

Population (%) 2.9 1.8 1.7
Laborforce(%) 2.3 2.3 1.9 GNP Gross

per primary
Most recent estimate (latest year available, 1992!08) capita enrollment

Poverty (% ofpopulation below nationatpoverty fir.e)
Urban population (% of total population) 1S 27 .31
LHie expectancy at birth (years) 66 62 63
Infant mortality (per 1000 live births) 71 77 69
Child malnutrition (% of children under 5) 38 53 .. Access to safe water
Access to safe water (% ofpopulation)r 64 81 74
Iliteracy (% ofpopulation aae 15+) 46 49 32
Gross primary enrollment fof school-aSe population) 72 100 10i --Bhutan

Male 109 113 -. Low-income group
Female -90 103

KEY ECONOMIC RATIOS and LONG-TERM TRENDS

1977 1987 1997 1998
Economic ratiosa

GDP (US$ billions) .. 0.28 040 0.43
Gross domestic investment/GDP . 30.5 48.1 43 Trade
Exports of goods and services/GDP .. 21.4 33.0 332
Gross domestic savingslGOP .. 17.2 38.8 37.9
Gross national savings/GDP .. 10.1 35.8 36.5

Current account balancelGDP . -34.0 -t14,1 -10.8 Domestlc Ivsmn
Interest paymentsGOP .. 0.2 0.6 0. Savings Investment
Totat debt/GDP .. 14.4 30.3 27.8
Total debt service/exports .. 1.0 6.0 6.3
Present value of debt/GDP 1.. . 1.8
Present value of debt/exports .. . 38.8

Indebtedness
19774? 1980-98 1997 1998 199943

(average annual growth)
GDP 7.9 6.1 7.8 7.1 7.1 - Bhutan
GNP Per capita 7.2 2.0 2.6 2.4 3.1 Low-income group
Exports df goods and services .. ..

STRUCTURE of the ECONOMY
1977 1987 1997 1998 Growth rates of output and Investment (%)

(%6 of GDP at factor cost) r,
Agriculture *- 46.0 37.8 38.2 T
Indcustry .. 27.4 36.5 36.5

Manufacturing .. 5.8 11.4 11.6 40
Services .. 26.6 25.8 25.4 20.

Private consumption .. 65.2 35.8 36.2 -20. 94 95 96 97 98
General govemment consumption .. 17.6 25.5 25.8 - GDI -b-GDP
Imports of goods and services .. 34.6 42.3 42.6

197747 1988-98 1997 1998
(average annual qrowth)
Agriculture 6.2 3.1 3.1 3.4
Industry 14.8 9.0 3.8 7.3

Manufacturng 11.6 12.2 3.6 13.0
SeMces 6.7 7.0 16.1 7.2

Private consumption ..
General govemment consumption ..
Gross domestic investment 4.7 9.9 0.3 7.5
Imports of goods and services ..
Gross national product 9.4 5.0 5.7 5.5

Note: 1998 data are preliminary estimates.

*The diamonds show four key Indicators in the country (in bold) compared with its income-group average. if data are missing, the diamond will
be incomplete.
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Maldives at a glance
Lower-

POVERTY and SOCIAL South middle- .___...... ......
Maldives Asia income Development diamond*

1998
Population, mid-year (millions) 0.26 1305 908 Ufe expectancy
GNP per capita (Atlas method, LISP 1,171. 430 1,710
GNP (Atlas method, US$ billions) 0.31 555 1,557

Average annual growth, 1992-98

Population (%) 2.6 1.8 1.1 GN G
Labor force (%) 2.6 2.3 1.5 GNP Gross

per primary
Most recent estimate (latest year available, 1992498) capita enrollment

Poverty (% of population below national povertv line)
Vrban populatiori (% of total population) 28 27 58
Life expectancy at birth (years) 67 62 68
Infant mortality (per 1,0f)0 live births) 32 77 38
Child malnutntion (% of children under 5) 39 53 Access to safe water
Access to safe water (% of Population) .. 81 75
Illiteracy (% ofpopulation age 15+) 4 49 14
Grossprimaryenrollment (% of'school-agepopulation) 128 100 103 -Maldives

Male 130 109 105 Lower-middle-income gioup
Female 127 90. 100

KEY ECONOMIC RATIOS and LONt-TERM TRENDS

1977 1987 1997 1998
Economic ratios*

GDP (US$ billions) .. 0,09 0.34 0.37
Gross domestic investment/GDP ..
Exports of goods and services/GDP .. 33.7 117.2 115.6 Trade
Gross domestic savings/GDP .. 10.2
Gross national savings/GOP ..

Current account bafance/GDP . 8 S.7 -t0.7 -6.8
Interest payments/GDP .. 1.7 1.3 1.0 Domestic . + Investment
Total debt/GDP .. 79.5 46,9 50.9 Savings I
Total:debt servicelexports . 6.5 6.9 3.1
Present value of debtUGDP .. .. 28.2
Present value of debt/exports .. .. 23.5

Indebtedness
197747 1988-9S 1997 1998 199943

(average annual growth)
GDP .. 7.5 - 6.2 6.8 .. - Maldives
GNP per capita ... 4.2 3.2 3.6 .. Lower-middle-income group
Exports of goods end services .. .. 9.1 5.5

STRUCTURE of the ECONOMY
1977 1987 1997 1998 Growth rates of output and investment (%)

(% of GDP)
Agriculture .. 27.4 17.0 16.4
Industry .. 15.6 18.0 18.8 '7

Manufacturing .. 5.6 6.6 6.5 |
Services .. 57.0 65.0 64.7 ,

Private consumption .. 62.5 .. . 03 94 05 96 97 98
General govemment consumption .. 27.3 29.4 29.2 'G DI | I GDP
Imports of goods and services .. 86.0 116.8 113.7

1977487 1988-98 1997 1998 Growth rates of exports and imports IX)
(average annual growth) 1r
Agriculture .. 2.3 1.2 3.4 3

Industry .. 9.3 8.6 11.6 20
Manufacturing .. 9.3 9.8 5.0

Services .. 8.9 7.0 6.3 10 \

Private consumption .. .. .. .. s
General govemment consumption .. .. 23.6 7.0 _ 93 94 9 96 97 98
Gross domestic investment .. .. .. .10
Imports of goods and services .. .. 7.3 9.9 - Exports e lmports
Gross national product .. 7.1 6.3 7.1

Note: 1998 data are preliminary estimates.

The diamonds show four key indicators in the country (in bold) compared with its income-group average. If data are missing, the diamond will
be incomplete.

*- Ratios are calculated using constant prices. Based on current US$ figures.
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