1st Semi-Annual CAIP Report: June-November 2002

I. Name of Partner



UNDP/RRDP Tajikistan
II. Number of Cooperative Agreement
RFA No. 176-02-01
III. Place of Operation



Rasht Valley & Khatlon Region, Tajikistan

The Rasht Valley and Khatlon Region both have agriculturally-based economies. Income-earning opportunities in the two regions are limited, forcing large-scale seasonal labor migration to Russia. Much of the infrastructure is still rundown and the bulk of the population cannot afford the minimum consumption basket of 20 somoni/person/month. Coping mechanisms are overstretched. Farmers have little capacity to increase agricultural production. The unemployment rate, especially amongst youth, is a growing concern. In all areas the poverty rate stands at 80% or above.  

Access to financial services is one of the ways to help people to increase their incomes and productivity. These services are currently unavailable in the Rasht Valley as there are no credit institutions. Rural lenders charge high interest rates, which acts as a disincentive to borrow for productive enterprise development. In both Shartuz and Kulyab areas of Khatlon Region, rural enterprises, potential entrepreneurs and farmers engaged in agricultural and livestock activities have little access to credit through the banking system, due to the limited availability of funds, perceived high risk of borrowers, and high administration costs in making small loans.

This revolving fund (RF) project has been developed to fill this gap in credit. Its purpose is to help the population targeted by the RRDP Phase II to acquire credit for employment and income-generating opportunities and thus alleviate poverty. The project is designed to induce poor and vulnerable people to borrow small amounts and engage in income earning activities. It is a three-year program, which is implemented through Jamoat Development Committees (JDC). JDCs will either be established, or in some instances, they are pre-existing and will be strengthened.  Additionally, in the Rasht Valley, Village Organizations will be established.
IV. Implementation Status

Establishment of Jamoat Development Committees

RRDP Gharm, Shartuz and Kulyab organized meetings in a number of districts to identify, which JDCs would be targeted by this project.  RRDP organized meetings in all districts, where representatives of the local authorities and communities participated. For final selection, a set of criteria was developed for each area office (See Annex I for a complete list of criteria used by each of the three Area Offices).  Based on these criteria, the following Jamoats were targeted for assistance:

Rasht Valley

1. 
Kaznok JDC from 12 JDCs in Rasht district;

2. 
Yangi-Shahr JDC from 8 JDCs in Jirgatal district;

3. 
Mujikharf JDC from 7 JDCs in Darband district;

4. 
Langari-Shoh JDC from 4 JDCs in Tajikabad district;

5. 
Tavildara JDC from 3 JDCs in Tavildara district.

The above five JDCs in Gharm have an on-going revolving fund project that started two years ago under RRDP Phase I. The management committee of the JDCs have undergone several training to effectively manage grants and plan projects. This new grant from USAID will significantly boost the capital base of the JDCs to develop its revolving fund programme to address poverty amongst their members.

Shartuz:

1. 
Jora Nazarov Jamoat, 
Shartuz district;

2. 
Huja Mashad (formerly Sayod) Jamoat, Shartuz district;

3. 
Buston (formerly Khudoikulov) Jamoat, Kabodion district;

4. 
Nuri Vakhsh Jamoat, Jilikul district.
Kulyab:

1. 
Darqad Jamoat, Farkhor district;

2. 
Panjob Jamoat, Moskovski district;

3. 
Yol Jamoat, Shurobod district.

In all instances, the Executive Boards of the JDCs were established through elections via secret ballot, with representatives of all Jamoat villages and local and district authorities taking part. All JDCs are legally registered entities. The relationship with the local and district authorities is considered of paramount importance for the JDCs; the chief of the Jamoat is a member of the JDC and is involved in all JDCs activities. Periodical reports and information are submitted to the district authorities.  

Establishment of Revolving Funds
In each of the selected JDCs, Loan Management Committees were also established to evaluate and approve loan applications and oversee the disbursement and collection for the Revolving Fund. The LMC comprises of five persons, one from local community, one from NGO/CBO representative in the area, two from the JDC and one RRDP representative. The LMC institution will make the process transparent and equitable.

JDCs members and RF personnel help the borrowers to complete loan applications, guarantor and collateral forms, and repayment schedule. Having filled all documents, the Credit Officers meet with the borrowers, their company, production or house, and recommend applicants to the LMC.  JDCs organize and hold meetings for the approval and rejection of loan applications with RF personnel, RRDP representatives and other NGOs taking part (See Annex II for a complete list of projected beneficiaries). 

JDCs and RF personnel issue short and long term loans to the borrowers with the interest rate of 2-2.5%. JDCs Credit Officers have being conducted monitoring of the borrowers’ activities.  

RRDP Gharm, after consultations with JDC representatives who had visited Khorog, deemed it essential to build on this approach and establish Village Organizations (VOs) under each JDC in the target Jamoats of the Rasht Valley.  This interlinks and complements with the AKF/MSDPS approach in the area. To that effect several meetings were held with MSDSP to develop the strategy on VO formation. The same criteria to select JDCs were also applied to target villages.   

To date RRDP Gharm has established 42 VOs in five JDCs: 

1. 
Kaznok JDC – 9 VOs

2. 
Mujikharf JDC – 9 VOs

3. 
Yangi-Shahr JDC – 6 VOs

4. 
Langari-Shoh JDC – 8 VOs

5. 
Tavildara JDC – 10 VOs

The VO meetings have also agreed that loans could be disbursed to individual borrowers and to groups. Individual loans are under USD 300 and group loans are a maximum of USD 1,500. The task of the VOs includes not only to disburse credit to borrowers and recover loans, but also to set up their own savings programme to fund small-scale projects in the villages. To this day 20 of the 32 VOs have started their own savings through monthly contributions from members. 

Furthermore, RRDP jointly with MSDSP organized workshops in each of the districts for JDCs and newly established VOs to explain the revolving fund credit programme concept, approach and methodology to rationalize the disbursement of the credit. RRDP has also introduced a revised bookkeeping and reporting system to the JDCs and VOs. 

The strategy was for the JDC to sign a MOA with RRDP to implement the RF through the VOs. The grant will be advanced to the JDC, which in turn will allocate the fund to the VOs. The VOs will then sign a MOA with the JDCs. 

The Village Organizations were formed jointly with MSDSP and in the presence of representatives of local government where people elected four committee members through a democratic process. RRDP Gharm is in the process of developing charter for the VOs.

A set of criteria was developed at the VO meetings to assist the JDC and LMC in selecting potential applicants for credit. The criteria developed were as follows:

1.
Ability to return the credit;

2.
Willingness to receive the credit;

3.
Financial state of the family; 

4.
Availability of viable business plan;

5.
Borrower must be a citizen of a target village;

6.
Credit should be aimed at starting up a new business or expanding an existing one;

7.
Business should create at least one job;

8.
Availability of collateral;

9.
Borrower should be between the ages of 25 and 55.

Potential borrowers have started submitting applications to the VOs. To this date the VOs have received 400 applications for individual loans and 31 for groups loans. These applications will be forwarded to the JDCs and reviewed by the LMCs for viability before approval to advance credit. The majority of the projects submitted for credit are in agriculture: cattle breeding, potato seed multiplication, poultry farming, provision of inputs and bee-keeping, and for small business development, establishment of small workshops and flour mills.

Capacity Building

Capacity building must be seen as crucial for the objectives of the project: the extension of small-scale loans to the rural populations of the Rasht Valley and Khatlon region.  Capacity building has so far taken the form of training sessions and workshops, a number of which have been held in the Rasht Valley and Khatlon.  These workshops have a variety of concrete functions, the first of which is familiarization and explanation of JDC and RF management.  For instance, it is an extremely complex undertaking to extend loans to some of the poorest segments of society when no collateral exists and knowledge of micro-finance practices is limited.  In September, training on micro-finance planning was conducted in Shartuz, targeting JDC and RF personnel to prepare proposals for RF implementation activities.  These proposals have been submitted by the JDC and contain a feasibility study as to how the revolving fund can become sustainable; how it can contribute to community development; how it can improve social infrastructure; and ways the revolving fund can particularly target vulnerable groups.
Gharm and Shartuz have already identified training partners to provide more specialized and intensive training sessions to the JDC and RF personnel.  After discussions with a variety of potential providers, RRDP Gharm has decided to work in tandem with MSDSP, since they have already developed a training program on micro-credit.  In Shartuz, the Training Resource Center, established by the Norwegian Refugee Council and UNHCR, will begin in December to deliver training focusing on three topics: project management, including prioritizing needs, designing proposals, monitoring and project implementation; management of the revolving fund for poverty alleviation, including analysis of loan applications; and training on computer software such as MS Word and Excel.  It is hoped that ten to twelve participants from each JDC included under this project in Shartuz will attend each training session.  Additionally, for cost effectiveness and to increase the relevance of the training, the sessions will be delivered in locations situated in the sub-project sites.  RRDP Kulyab is currently negotiating with CARE International the possibilities of providing training to the JDC and RF personnel on proper management.

There has also been a cross-visit of JDC members from Kulyab area to RRDP Gharm in early November, allowing Kulyab representatives to discuss with their counterparts in the Rasht Valley the practical functioning not only of the Revolving Fund but also of the JDC as a whole.   Additionally, these visits allowed JDC representatives from two regions to share experiences, common problems, and to discuss common solutions. 

The acquisition and refurbishment of facilities is another dimension of capacity building of local JDCs.  For example, in Kulyab, the local Jamoat administration has agreed to lease facilities to the JDC for a period of up to five years, cost-free.  In Shartuz and Kulyab, JDC members, in tandem with RRDP specialists, have conducted surveys of the facilities and compiled lists of rehabilitation works and equipment and furniture to purchase to ensure that the new institutions have an improved operational base from which to conduct their activities.
V. Coordination with CAIP Partners

The partners involved, including Mercy Corps, AKF/MSDSP and UNDP/RRDP, have established regular coordination meetings in Dushanbe to discuss common approaches and strategy in the target areas.  In these meetings, information from all agencies has been shared with regard to the villages selected, thereby avoiding overlap of activities at the village level.
RRDP Shartuz has held further meetings with Mercy Corps during which information related to the status of the sub-projects implemented by both organizations was shared and future collaboration for RRDP Shartuz and MCI was discussed in Huja Mashad.  ACTED is engaged in disbursing loans to borrowers in Huja Mashad Jamoat, where RRDP is carrying out similar activities. Therefore Huja Mashad JDC held a meeting with ACTED representatives to compile lists of borrowers in order to avoid duplication.

In Kulyab area, in an effort to integrate the development of coordination with other partners, the Local Development Committee (LDC) established through the CARITAS (Switzerland) implemented Regional Development Muminobod project was invited to participate in the visit to RRDP Gharm. This has already resulted in a constructive commitment by CARITAS to review the structure and operation of the LDC in Muminobod District.  

Closer ties are currently being explored with a variety of other international agencies operating in Kulyab, including CARE International, Save the Children, and Counterpart Consortium, in particular to see if these agencies can provide training to JDCs.  Additionally, coordination is being established with AKF to avoid overlap of activities in Yol Jamoat.

Coordination with CAIP partners in the Rasht Valley has progressed significantly. RRDP has been able to send two teams of 5 staff and 10 JDC representatives to Khorog to visit the MSDSP programme. This visit has been very productive as far as RRDP is concerned. The JDC leaders have convened five workshops (one in each district) to the JDC and DDC members to share their experience. The visit was also instrumental in inducing the JDC leaders to form VOs under the JDC. The 32 VOs formed by RRDP over the past six weeks has been coordinated with the MSDSP Rasht office. In order to deepen the coordination amongst the CAIP partners in Rasht Valley by formulating common strategies, a two-day workshop was held in Gharm, facilitated by MSDSP RRDP, and MCI representatives participated in this workshop. Report and resolutions prepared by the workshop detail that the three organisations agreed to work together in the CAIP and other donor funded projects.

VI. Problems/Difficulties Encountered

One of the main problems encountered in all areas has been the low capacity of JDCs to properly manage the funds, disburse them to credit recipients, and maintain detailed records as to how the funds are used through the Loan Management Committee.  To remedy this, capacity building activities have been taking place to strengthen the management ability of the LMC. 

The Revolving Funds have been operating in Gharm for over two years under DG RELEX funding.  Though the JDCs are more familiar with the RF in the Rasht Valley, they still require additional training on loan management.  However, in Khatlon, the process has experienced some problems with regard to selecting qualified personnel of the LMC to manage the funds since there are few qualified people around who are familiar with revolving fund schemes.

Another difficulty encountered during the implementation of the CAIP sub-projects in Khatlon were related to timing. The establishment (election of village representatives and JDC Board and selection of RF personnel) activities of the JDCs coincided with the cotton harvest season during which people have very limited time, thus causing some delays in implementation. 

VII. Possible Changes to the Budget and Duration of the Operational Contract

The Budget as approved under the Memorandum of Agreement is not expected to change.

Annex I:  JDC Selection Criteria

Criteria in Gharm for the establishment of JDCs:

1.
Demand for credit;

2.
Existing potential for SME development and credit;

3.
Committed and capable local leadership;

4.
Resources (land, water supply system, education and health facilities, etc.);

5.
Relative poverty;

6.
Security;

7.
Unemployed population, particularly jobless women and youth;

8.
Lack of financial institutions;

9.
Number of population (density of population);

10. Remoteness from the district centre.

The final selection of communities to be targeted in Shartuz was based on the following selection criteria:

1. 
Existing potential for SME development and credit;

2. 
Committed and capable local leadership;

3. 
Resources, including land, water supply system, electricity, schools, and health facilities;

4. 
Existing CBOs, NGOs and pre-existing associations, such as Farm Associations;

5. 
Capability to contribute to the project;

6. 
Accessibility (communications and roads);

7. 
Unemployed population, particularly women and youth;

8. 
Relative poverty;

9. 
Population size; 

10. 
Security conditions in the district.

The selection process in Kulyab was based on the following criteria:

1. 
Receptiveness of all stakeholders to the concept and procedures of JDC;

2. 
Willingness to make the JDC representational of all segments of the population;

3. 
Demonstrated willingness to specifically target women and youth; 

4. 
Level of support from the local authorities; 

5. 
Prospects for community contributions to the projects.
Annex II: List of Projected Beneficiaries

Rasht Valley:

Tavildara JDC, Tavildara district

1. A Revolving Fund Credit Programme in Tavildara Jamoat, Tavildara district:

1. Credit in cash for livestock farming (105 projected beneficiaries);

2. Credit in cash for small businesses (224 projected beneficiaries);

3. Credit in cash for bee-keeping (91 projected beneficiaries);

4. Credit in cash for livestock farming (126 projected beneficiaries);

5. Credit in cash for poultry (14 projected beneficiaries);

6. Credit in cash to establish workshop (specifics to be defined) and small hydro-power station (168 projected beneficiaries).

Total Projected Beneficiaries in Tavildara district:  728 individuals

Yangi-Shahr JDC, Jirgital district

2. A Revolving Fund Credit Programme in Yangi-Shahr JDC, Jirgital district:

1. Credit in cash for livestock farming (182 projected beneficiaries);

2. Credit in cash to establish workshop (specifics to be defined) (70 projected beneficiaries);

3. Credit in cash for seed and fertilizer (238 projected beneficiaries);

4. Credit in cash for small businesses (336 projected beneficiaries);

5. Credit in cash for bee-keeping (98 projected beneficiaries);

6. Credit in cash for repair of agricultural machinery (238 projected beneficiaries).

Total Projected Beneficiaries in Jirgital district: 1162 individuals

Mujiharf JDC, Darband district

3. A Revolving Fund Credit Programme in Mujiharf JDC, Darband district:

1. Credit in cash for livestock farming (189 projected beneficiaries); 

2. Credit in cash for repair of agricultural machinery (70 projected beneficiaries); 

3. Credit in cash for seed and fertilizer (175 projected beneficiaries); 

4. Credit in cash for small businesses (448 projected beneficiaries); 

5. Credit in cash for small businesses (establishment of fuel station) (105 projected beneficiaries); 

6. Credit in cash for small businesses (provision of fuel and lubricants) (56 projected beneficiaries).

Total Projected Beneficiaries in Darband district: 1043 individuals

Langari-Shoh JDC, Tajikabad district

4. A Revolving Fund Credit Programme in Langari-Shoh JDC, Tajikabad district:

1. Credit in cash for livestock farming (259 projected beneficiaries); 

2. Credit in cash to establish workshops (specifics have to be defined) (126 projected beneficiaries); 

3. Credit in cash for seed and fertilizer (98 projected beneficiaries); 

4. Credit in cash for small businesses (434 projected beneficiaries).

Total Projected Beneficiaries Tajikabad district: 917 individuals

Kaznok JDC, Rasht district

5. A Revolving Fund Credit Programme in Kaznok JDC, Rasht district:

1. Credit in cash for livestock farming (196 projected beneficiaries); 

2. Credit in cash to establish workshops (specifics have to be defined) (112 projected beneficiaries); 

3. Credit in cash for seed and fertilizer (98 projected beneficiaries); 

4. Credit in cash for small businesses (259 projected beneficiaries). 

Total Projected Beneficiaries in Rasht district: 665 individuals

Kulyab:

Yol JDC, Shurobod district

6. Establishment of Yol JDC and Revolving Fund Credit Programme in YOL JDC, Shurobod district:

1. Credit in cash for livestock farming (projected beneficiaries include 40 households);

2. Credit in cash for procurement of quality wheat seed (projected beneficiaries include 40 households);

3. Credit in cash for small businesses (projected beneficiaries include 30 households);

4. Credit in cash for goats and sheep (projected beneficiaries include 10 households).

Total Projected Beneficiaries in Shurobod district: 120 households

Darqad JDC, Farhor district

7. Establishment of Darqad JDC and a Revolving Fund Credit Programme in Darqad JDC, Farhor district:

1. Credit in cash for livestock farming (projected beneficiaries include 24 households);

2. Credit in cash for procurement of quality wheat seed (projected beneficiaries include 70 households);

3. Credit in cash for small businesses (projected beneficiaries include 40 households);

4. Credit in cash for refurbishment of tractors (projected beneficiaries include 5 households).

Total Projected Beneficiaries in Farhor district: 139 households

Panjob JDC, Moskovski district

8. Establishment of Panjob JDC and a Revolving Fund Credit Programme in Panjob JDC, Moskovski district:

1. Credit in cash for livestock farming (30 women projected beneficiaries);

2. Credit in cash for procurement of quality wheat seed (projected beneficiaries include 12 households);

3. Credit in cash for poultry (projected beneficiaries include 50 households);

4. Credit in cash for small businesses (projected beneficiaries include 32 households).

Total Projected Beneficiaries in Moskovski district: 30 women and 94 households

Shartuz:

Nuri Vakhsh JDC, Jilikul district

9. Establishment of Nuri Vakhsh JDC and Revolving Fund in Nuri Vakhsh Jamoat, Jilikul district:

1. Training and loan disbursement for farmers in the production of wheat (projected beneficiaries include 100 households);

2. Credit in cash for small businesses (projected beneficiaries include 100 households);

3. Individual loan disbursement for existing and potential entrepreneurs;

4. Credit in cash for cattle breeding and the flour mill, and repair of agricultural machinery (projected beneficiaries include 100 households).

Total Projected Beneficiaries in Jilikul district: 300 households

Nazarov JDC, Shartuz district

10. Establishment of Jora Nazarov JDC and Revolving Fund in Nazarov Jamoat, Shartuz district:

1. Training and loan disbursement for agriculture production (100 households projected beneficiaries);

2. Capacity building of local JDC, training and loan disbursement for cattle breeding (25 households projected beneficiaries);

3. Loan disbursement for small businesses (100 projected beneficiaries).

Total Projected Beneficiaries in Nazarov JDC: 125 households and 100 individuals

Hoja Mashad (formerly Sayod) JDC, Shartuz district

11. Establishment of Hoja Mashad JDC and Revolving Fund in Sayod Jamoat, Shartuz district:

1. Credit in cash for repair of agricultural machinery (projected beneficiaries include 18 households);

2. Credit in kind for distribution of wheat and potato seeds, goats (projected beneficiaries include 18 households);

3. Individual loan disbursement for existing and potential entrepreneurs (projected beneficiaries include 18 households).

Total Projected Beneficiaries in Hoja Mashad JDC: 54 households

Buston (formerly Khudoikulov) JDC, Kabodiyon district

12. Establishment of Khudoikulov JDC and Revolving Fund in Khudoikulov Jamoat, Kabodiyon district:

1. Support costs JDC, training and loan disbursement for development of small-scale commercial and service activities (75 projected beneficiaries);

2. Loan disbursement for development of agricultural equipment and machinery services (84 projected beneficiaries).

Total Projected Beneficiaries for Kabodiyon district: 159 individuals
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