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I. STRATEGIC CONTEXT
A. Country Context
1. Due to the recent global recession, India’s average annual Gross Domestic Product (GDP) growth has declined from 10.4 percent in 2010 to a forecast rate of only 6.2 percent in 2014-15. Earlier strong economic performance, coupled with high levels of investment and savings, and strong export growth, helped finance an expanding number of national development programs to improve social, economic and environmental conditions for the rural poor. These programs are still critically important since more than 400 million people still live in poverty with the majority living in rural areas and dependent on rainfed agriculture or other land-based resources for their livelihood. Many of India’s newly non-poor, especially in rural areas, remain vulnerable and minor shocks such as illness, natural disasters, poor crop yields, indebtedness, can easily push them below the poverty line. While the Indian economy is expected to continue recovering, the increasing pressure on government spending has meant that large programs aimed at the rural poor, including those addressing integrated watershed management and livelihoods in rainfed areas, need to become more efficient and produce improved outcomes. This is essential for watershed management programs to have a greater impact on poverty and shared prosperity.  

B. Situations of Urgent Need of Assistance or Capacity Constraints (if applicable)

2. There are no challenges, which require urgent assistance, or capacity constraints experienced because of fragility or specific vulnerabilities.

C. Sectoral and Institutional Context
3. Agriculture is a key sector for the country’s continued development. However, the sector has grown below government targets; between 2000 and 2010, agriculture grew at an average rate of 3.1 percent per annum while the target for the last two Five-Year plans was 4.0 percent. Stressed natural resources, poor rural infrastructure, inadequate technology, limited access to credit, underdeveloped extension and marketing services, and insufficient agricultural planning at the local level, contribute to the lackluster sectoral performance. Ongoing global food security concerns, pronounced food-price volatility, and concerns about climate change all highlight the urgency of boosting India’s agriculture. Irrigated agriculture lands are reaching limits in terms of large productivity increases. Therefore, rainfed regions need to increase agricultural production.  Thirteen states account for three-quarters of India’s total rainfed area, amongst the largest in the world, characterized by low rainfall, less area under irrigation, and higher rates of poverty. Rainfed areas often suffer from resource degradation due to poor land and water husbandry, and low investments. States with large areas of drier, rainfed lands also have heavy pressures on water and increased competition among users between limited ground and surface water. 

4. Watershed management can provide a constructive framework to address these challenges in rainfed areas in India, for example by improving the recharge of local aquifers and increasing downstream water flows; helping farmers better manage surface and ground water; increasing vegetative cover and decreasing soil erosion; improving agricultural productivity; and guiding farmers to adapt to climatic change. The national Integrated Watershed Management Program (IWMP)
, financed by the Government of India (GoI) through the Department of Land Resources (DoLR), forms the cornerstone of government’s support for watershed development and is the second largest watershed program in the world after China. IWMP has planned to treat approximately 27 million hectares (ha) across 27 states at a cost of approximately USD1.1 billion during the period 2009-2013. Besides the IWMP, there are other centrally financed schemes that can potentially contribute to watershed management, agriculture, and rural livelihoods, which to varying degrees could help address broader development needs in rainfed areas
. The experience so far in India shows that program integration and convergence has only been achieved on a limited scale in selected cases and states; there are significant opportunities for greater efficiencies in targeting investments and sharing common planning processes. 

5. The GoI recognizes the importance of these issues. On August 6, 2012, the GoI sent the World Bank a formal request to support a new National Watershed Mission (Neeranchal). The Bank is in a strong position to help advance the performance and outcomes from GoI watershed management operations. For more than three decades, the Bank has supported GoI efforts to improve watershed management programs in rural, rainfed areas through a series of single state, stand-alone operations. This partnership and lessons learned have helped shape the design of the IWMP and underlying national guidelines. The most recent generation of single-state, Bank-supported projects in Himachal Pradesh, Uttarakhand, and Karnataka continue to generate valuable lessons across a wide range of landscapes. 

6. The proposed Neeranchal project represents a major shift in how GoI and the Bank can work together to support watershed management in India, and acknowledges that GoI has sufficient resources to finance basic watershed programs like IWMP, including civil works. Rather than investing in new single state, stand-alone projects operating outside IWMP, the Bank can provide technical assistance to help demonstrate improved performance and outcomes for IWMP in selected sites. The Neeranchal project will address a number of key issues defined by the Planning Commission
 and various other reports/experts
for watershed programs in India (see page 12 on lessons learned in the project design). These include weak delivery systems and capacities, low disbursement ratios in most states, and inadequate monitoring systems. The Neeranchal project will help fill implementation gaps and allow for more innovation, experimentation, and demonstration of new approaches and tools that are not possible within the current IWMP framework on its own. As lessons are learned, disseminated, and incorporated into IWMP operations at a wider scale in each state, the measurable achievements on the ground with communities and farmers would influence and leverage longer-term institutional change in IWMP through reforms to national watershed guidelines and operational practices. 
D. Higher Level Objectives to which the Project Contributes

7. The proposed project will address the transformation pillar of the Indian Country Partnership Strategy 2013-17
 by: a) helping IWMP contribute to more rapid, inclusive growth in poor rural rainfed areas through improved agricultural productivity and rural livelihoods; and b) ensuring more sustainable development through improved natural resource management (especially for water), and better resilience of farmers to climate change.  It also links with priorities in the GoI 12th Five Year Plan for increasing agricultural productivity in rainfed areas though a watershed management approach, combined with promotion of better soil health
.
II. PROJECT DEVELOPMENT OBJECTIVE

A. PDO

8. The Project Development Objective (PDO) is to support IWMP through technical assistance to improve incremental conservation outcomes and agricultural yields for communities in selected sites, and adoption of more effective processes and technologies into the broader IWMP in participating states.

B. Project Beneficiaries

9. The project will be implemented in selected sites in eight states: Andhra Pradesh, Chhattisgarh, Gujarat, Jharkhand, Madhya Pradesh, Maharashtra, Odisha
 and Rajasthan. These states were selected by the DoLR based on the area of rainfed agriculture lands, poverty levels, IWMP being under active implementation, and willingness to participate in the project and cost-share in state level activities. The project will contribute to enhanced watershed management activities in two districts in each participating state, covering 400 sub-watersheds, each of about 5,000 ha and reaching approximately 482,000 farmer households and 2.0 million people. The project would initially focus on 80 sub-watersheds with intensive technical assistance. After this first phase, the project would then help scale up best practices into IWMP operations in an additional 320 sub-watersheds in the eight focal states, within the original two districts per state. 

10. More indirectly, farmers and communities involved in the overall IWMP in participating states, estimated to cover a sanctioned area of 17.7 million ha (64 percent of the total national IWMP program), are eventually expected to benefit to some degree from the project in terms of improved state capacities, improved approaches for IWMP, broader uptake of successful innovations, etc. Similarly, if there is a good demonstration effect and national guidance developed from lessons and new approaches, the project should influence IWMP to some extent in all 28 States, which now covers a sanctioned area of 27 million ha. 
C. PDO Level Results Indicators

11. The PDO will be measured through four key performance indicators, complemented by a range of intermediary outcome indicators described in the Results Framework (RF) in Annex 1. The RF indicators represent a small sub-set of indicators within a much more comprehensive set of indicators under the M&E system for IWMP that will be strengthened by the project within a wider performance and impact measurement system. The PDO indicators reflect outcomes attributable to the combined interventions of the: a) technical assistance from the Bank and b) operational IWMP investments in selected sites, where new approaches, tools, and knowledge developed under the project will be demonstrated. The four key performance indicators are:
a) Improved conservation outcomes in project micro-watersheds, reflected by incremental increases in biomass and reduction in soil losses;
b) Increased productivity of arable lands in project micro-watersheds, measured by the change in incremental yields for selected agricultural commodities;
c) New approaches developed under the project that reflect adoption of landscape level assessments, more integrated micro-planning, and comprehensive M&E are integrated into national watershed management programs beyond project sites; and
d) Direct beneficiaries from project activities including training, technical support, etc., disaggregated by gender.

III. PROJECT DESCRIPTION

A. Project Components

Component 1.  Central Institutional and Capacity Building (USD 11.4 million)
12. The component will strengthen institutions and human resources of key national stakeholders, particularly the DoLR, for more effective planning, implementation, monitoring and evaluation, and reporting of watershed management programs. The component objectives would be addressed through four sub-components. Sub-component 1.1 (Capacity Building and Institutional Development at National Level) would support a national watershed training needs assessment and institutional and human resources review, build the capacity of DoLR for program planning, management and policy analysis, develop common training materials, coordinate and support national and international exposure visits, and provide backstopping for project states who will deliver training programs in Component 3. Sub-component 1.2 (National Information and Data Center) would establish capacity within the current DoLR structure to coordinate improved knowledge/information sharing and data base development related to watershed management. Sub-component 1.3 (Communications) would support a comprehensive communications and branding program. Sub-component 1.4 (Monitoring and Evaluation) would develop and strengthen an integrated monitoring and evaluation (M&E) system linked to a new management information system (MIS) and connecting DoLR with states for tracking the national performance of IWMP and other watershed related programs. The component will finance: consultants and implementing agencies; selected operating costs; specific trainings, workshops, and learning events; equipment; and national and international exposure visits.

Component 2. National Innovation Support (USD 30.2 million)
13. The component will support the application of innovative, science-based knowledge, tools, and approaches to underpin improvements to IWMP around watershed planning and implementation, agricultural intensification, climate change, rural livelihoods, and hydrology, based on identified needs of the states, communities and farmers. The component objectives would be addressed through two sub-components. Sub-component 2.1 (Agricultural Performance, Rural Livelihoods, and Climate Change Innovations) would consolidate existing knowledge and innovations and transfer them to participating project states to support farmers in achieving better agricultural performance and build better resiliency against climate change, and help more vulnerable community members improve their livelihoods. Sub-component 2.2 (Decision Support Systems and Data Bases for Hydrology and Watershed Management) would develop and pilot new decision-support systems (DSS) to support DoLR and project states to implement IWMP in a more comprehensive and scientific manner, at landscape, expanded sub-watershed, and micro-watershed levels, particularly around hydrology, and provide technical backstopping to states for data base development. The component will finance a key implementing partner (National Institute of Hydrology - NIH); major contracted implementing agencies
; and other consultancies as needed.
Component 3. IWMP Implementation Support in Participating States (USD 303.6 million)

14. The component will provide intensive, science-based technical assistance to improve IWMP operational effectiveness, convergence/integration with other government programs, and measurable impacts on the ground in selected sites in participating states. The component objectives would be addressed through four core sub-components tied linked to IWMP operations in selected sites, and two additional pilot sub-components that could be implemented outside IWMP areas. Sub-component 3.1 (Support for Improved Program Integration in Rainfed Areas) would strengthen Geographic Information System (GIS) capability in the SLNAs, develop state-level data bases, support landscape-level catchment assessment/planning for IWMP, and strengthen community-based monitoring. Sub-component 3.2 (Institutional Strengthening) would enhance relevant capacities in participating states in the SLNAs, and at field level. Sub-component 3.3 (Adoption of R&D and Technology Transfer) would facilitate the adoption of innovations developed in Component 2 around: agriculture performance; DSS for hydrology and watershed management; climate change and risk reduction; and value addition, supply chains, extension systems, and livelihood improvement. Sub-component 3.4 (State Level Management and Coordination) would provide incremental support to SLNAs to implement Component 3 activities effectively. Sub-component 3.5 (State Specific Innovations and Pilots) would support a limited number of small-scale, state-specific innovations and piloting to address locally suitable watershed initiatives and develop knowledge for possible integration into IWMP. Sub-component 3.6 (Urban Watershed Management) would demonstrate urban watershed management in up to two small catchments in each participating state. Sub-components 3.1 to 3.4 would finance technical assistance from consultants, state institutions and other agencies; equipment; workshops, local and national training and exposure visits; and incremental staff and operating costs.  Sub-components 3.5 and 3.6 would finance technical assistance from consultants, state institutions and other agencies, goods, and small-scale works to demonstrate improved soil and water conservation methods.
Component 4.  Project Management and Coordination (USD 11.8 million)
15. The objective of Component 4 is to ensure effective and responsive project management to successfully implement the Neeranchal project. The component would finance: minor upgrading of the Neeranchal Project Implementation Unit (PIU) office; specialized incremental staff costs (both full and part-time); incremental operating costs for travel (as per World Bank norms), meetings, financial management, internal/external audit and procurement; equipment; and project management consultancies.

Component Linkage with PDO Indicators

16. The three main project components will work in synergy to address the overall PDO and key performance indicators. Component 1 builds stronger institutions and capacities in DoLR to plan, coordinate, and monitor watershed programs, and designs training materials to strengthen knowledge and skills at state levels. Component 2 generates new practices, knowledge and tools for improved watershed management results. Component 3 merges the new capacities, stronger institutions, new practices, knowledge and tools at the field level, and links them to IWMP operations in selected sites, leading to improved conservation outcomes and agricultural productivity in these selected watersheds. Successful interventions will then be scaled up beyond the initial sites into wider IWMP operations in the participating states. 
B. Project Financing
17. The total project cost is USD 357.0 million. The project will be financed through Investment Project Financing (IPF) at a 50/50 cost-sharing ratio, with USD178.5 million in International Development Association (IDA) financing, and an equivalent from GoI (in Indian rupees) of USD178.5 million, outside of IWMP directly. An IPF was selected as the lending instrument to help ensure that project investments can be better directed to address the necessary technical, financial, economic, environmental, and institutional objectives. 

18. The GoI would be seeking retroactive financing from the credit not exceeding USD3.0 million for project-related work undertaken by the borrower during preparation, in advance of project effectiveness. This includes consultancies for preparation studies, incremental staff and operating costs for the PIU, equipment and minor upgrading of PIU office, workshops, and project-related travel, etc.

C. Project Cost and Financing (including contingencies)

	Components
	(INR Crore)
	(USD Million)
	% of Total Base Cost

	
	Gov’t
	Bank
	Total
	Gov’t
	Bank
	Total
	

	A. Central Institution and Capacity Building
	34.0
	34.0
	68.1
	5.7
	5.7
	11.4
	3.2

	B. National Innovation Support
	90.6
	90.6
	181.2
	15.1
	15.1
	30.2
	8.5

	C. Support to IWMP in Participating States
	910.9
	910.9
	1,821.8
	151.8
	151.8
	303.6
	85.0

	D. Project Management and Coordination
	35.6
	35.6
	71.2
	5.9
	5.9
	11.8
	3.3

	Total Project Cost
	1,071.1
	1,071.1
	2,142.2
	178.5
	178.5
	357.0
	100.0


D. Series of Project Objective and Phases

19. This section is not applicable to the current project.

E. Lessons Learned and Reflected in the Project Design

20. The project design reflects lessons from recent analytical work, ongoing and completed watershed operations in India, and international best practices.
 Critical lessons have been incorporated into the project design to strengthen IWMP across seven key issues as follows:
a) Issue 1: Narrow planning scale, fragmented programming and partial solutions 

Overview: IWMP is executed through clusters of small micro-watersheds (each usually 500 ha to 700 ha) covering an average of 5,000 ha and often defined as “sub-watersheds”. This scale is ideal for participatory planning with communities. However, a larger-scale planning framework of 25,000 ha or more would help identify broader land and water issues, and linkages between upper and lower catchments. Hydrology is poorly integrated into watershed planning in India. In addition, while IWMP and several other schemes have large budgets for the development of rain-fed areas, each of these is conceived and implemented in departmental silos without unified mechanisms for coordination and convergence.
Best practice: Global practice is now shifting to initiate planning with watershed assessment at a larger scale, and incorporating better hydrological data. These planning processes are proving useful in facilitating more effective program integration.
Project solution: Components 1 and 2 will provide the skills, tools and methodologies for stakeholders to strengthen IWMP planning approaches and data base development in Component 3. These new planning approaches would incorporate broader participation from other stakeholders, facilitate better program integration through a watershed management framework at landscape scales, and include better hydrological inputs.  
b) Issue 2: Strengthening participatory, evidence-based micro-watershed plans
Overview: While IWMP applies participatory planning with communities, it tends to be a top-down process, mostly through government implementing agencies.

Best practice: There is solid global experience and many national examples of best practices with participatory, micro-watershed planning. Projects that have invested sufficient time and resources in this process generated stronger commitments by communities to participate. 

Project solution: Components 2 and 3 will strengthen existing participatory micro-watershed planning processes in IWMP, broaden inputs from other partners, link micro-watershed plans to larger scale catchment assessment, and provide more hydrological information for communities and farmers. The quality of IWMP civil works will be improved through development of field manuals and integration of communities into M&E processes.
c) Issue 3: Inadequate program monitoring and evaluation (M&E) 

Overview: While states implementing IWMP currently undertake M&E, it is often limited to measuring program inputs and outputs, rather than a more comprehensive assessment of ongoing processes and impacts/outcomes. 

Best practice: Best practice watershed projects tends to feature robust M&E systems that include concurrent input-output and process monitoring, and periodic impact assessment. These systems guide more effective project management and contribute to better outcomes.
Project solution: The Neeranchal project will develop an improved MIS and M&E system for IWMP, anchored in DoLR, and link it with strengthened GIS, MIS and M&E systems in participating project states for monitoring inputs and outputs, key processes, and impacts, along with increased community inputs into the monitoring system.

d) Issue 4: Limited science base and mechanisms for knowledge sharing 

Overview: With Indian watershed programs, research on rainfed agriculture and broader natural resource management is fragmented across narrow disciplines. There are inadequate mechanisms to harness knowledge and lessons from success stories that can guide policy analysis as well as field practices by IWMP officers, communities and farmers. 

Best practice: Projects with strong R&D elements were able to incorporate new innovations into watershed practices, resulting in better work quality, lower costs, and better results.  

Project solution: Component 2 will support development of innovative approaches and decision support tools to improve rainfed agriculture, natural resource management, and policy analysis. National knowledge sharing systems and communities of practices related to watershed management will be enhanced for disseminating knowledge and best practices. Coordination among relevant research agencies involved in the project will be improved.
e) Issue 5: Inadequate attention on agriculture and forward linkages 

Overview: With IWMP, formal institutional arrangements for service delivery and technology transfer between farmers, state agricultural universities and extension agencies are quite weak. Market links are not well developed. 

Best practice: Projects integrating soil and water conservation with agricultural and market development have shown greater overall impacts, especially with household income.

Project solution: Component 3 will strengthen field adoption of successful practices and innovations developed in Component 2, to improve agricultural productivity and strengthen forward linkages by farmers to markets.

f) Issue 6: Weak institutional and organizational capacities

Overview: The DoLR and relevant state agencies lack sufficient human resources with adequate skills in social mobilization, nurturing local institutions, and participatory planning for natural resource development and inter-disciplinary work. GIS and MIS functions are poorly developed. IWMP is characterized by declining disbursement ratios.
Best practice: Projects that built strong capacities and institutions, particularly at the field level, usually have more sustainable institutions and maintenance of assets. Best practice projects that provided flexibility and clarity over implementation tended to have better fiscal performance and impacts.
Project solution: Components 1 and 3 will strengthen capacities, institutions, and systems of key stakeholders for planning, delivering and monitoring watershed programs. Component 1 will support revision of the national Common Watershed Guidelines to incorporate lessons learned and best practices. State operating manuals will be developed in Component 3 to provide SLNAs with better flexibility to implement IWMP.  The bulk of procurement will be by participating states and the selected implementing agency in accordance with processes and procedures agreed with Bank under support and guidance from DoLR. Measures have been put in place to continuously strengthen procurement capacities in DoLR and states.
g) Issue 7. Need to improve shared prosperity and sustainability

Overview: There are concerns that IWMP, as is the case in many watershed programs, does not fully address equity issues and post-project sustainability. Although IWMP includes a livelihood component, it is not achieving desired results.
Best practice: Projects that recognized the central role that women play in watershed management yielded better and more equitable results at the community level. 
Project solution: In selected sites, Component 3 will support development of women, (and poor and vulnerable groups) to strengthen their role in local decision making processes linked to watershed management in IWMP, agricultural performance, and livelihoods. The project will promote convergence with other schemes that will continue beyond closure.
IV. IMPLEMENTATION

A. Institutional and Implementation Arrangements
21. The DoLR has overall responsibility at the national level for planning and delivering centrally financed watershed schemes, such as the IWMP. Field implementation is by states through existing SLNAs assigned under IWMP for watershed development. To ensure that the Neeranchal project directly links to IWMP field activities and experiences in selected sites, the project will be implemented in a similar manner; at the central level by the DoLR under the Ministry of Rural Development (MoRD) of the GoI; and at state level through SLNAs
. 
22. High level oversight would be provided by the national Project Empowered Committee (PEC). The PEC would review general progress, approve yearly plans and budgets, and provide policy guidance. The PEC would comprise of senior representatives from relevant central ministries and departments. 

23. Central level project execution would be through a Project Implementation Unit (PIU) established within DoLR. The PIU would be headed by a full-time Joint Secretary and Project Director and structured into three units; a) Research and Technical, for technical support and coordination of the PIU technical specialists, including M&E and MIS; b) Project Administration, and c) Accounts and Finance. A project management consultant will support the PIU and DoLR to manage human resources and provide guidance for procurement of specialized consultant services. DoLR would lead the delivery of Components 1 and 2, while participating states would be implementing partners for Component 3. Project funds would flow from DoLR to participating states based on approved annual work plans. At the state level, project funds would be managed by SLNAs. DoLR would be responsible for overall financial management and reporting for the project. Implementation will be supported by major organizations of national and international repute both at the central and state levels.
Component 1. Central Institutional and Capacity Building
24. Specialist agencies will be contracted by DoLR to support the PIU with the project’s capacity building program, communications, data base development, and M&E.
Component 2. National Innovation Support

25. Component 2 is critical to the implementing arrangements and to achievement of the PDO. The NIH would be an implementation partner to lead the development of hydrological DSS and related capacity building to implement tools these with DoLR and participating states. Critical contracted partners would also be required to: a) lead work to identify innovative technologies and toolkits for agriculture-based practices, assess their suitability to different watersheds, and help transfer these practices to farmers; b) assess climate vulnerability and state of existing systems for helping farmers manage climate change and variability, assess existing systems for forecasting and advisory, undertake studies on climate proofing, and initiate pilots for carbon inventories; and c) procure and process remote sensing data, and design database systems to deliver these as useful outputs for planning. DoLR will obtain appropriate support for overall technical backstopping and coordination of research in Component 2, field level institutional and capacity building, and delivering improved extension support mechanisms suitable to small-scale farmers, including women farmers. While the practices and systems that will be developed in Component 2 would have wider national application, they will be tested and scaled up into IWMP operations in selected sites through Component 3. 
Component 3.  Support to IWMP in Participating States
26. Component 3 will be implemented through the existing IWMP structure in participating states, from the state level SLNAs down to district and field offices. The SLNAs would lead state implementation, including annual work planning, execution and oversight. Participating states would work with State Agriculture Universities and other local or regional institutions to help deliver enhanced GIS operations and develop local data bases, scale up hydrological systems within IWMP in selected sites, prepare field manuals, pilot and integrate landscape level assessments and improved micro-watershed planning into IWMP, and implement training programs with materials from Component 1.  The participating states would be supported by the DoLR, PIU, and national implementing partners/agencies engaged under Component 2 for technical ‘handholding’ to help roll out and scale up successful innovations developed and tested under Component 2. 
B. Results Monitoring and Evaluation
27. At the central level, the project will engage a third party agency for M&E to support the PIU’s M&E unit in strengthening existing M&E capacity and systems both in the DoLR and in participating states. These systems will be used to improve the monitoring of both project activities and broader IWMP progress and delivery, and also help DoLR and states better understand the processes and impacts of IWMP. States will work with their existing M&E partners to put more emphasis on: process monitoring, impact assessment, and incorporation of community inputs. The incremental cost to the project to strengthen and support M&E activities is approximately USD 4.0 million for DoLR for central level operations and approximately USD 900,000 to each state over the duration of the project. The M&E improvements will be guided by the award winning example from the earlier Bank-supported Karnataka Watershed Development Project (known locally as “Sujala”), which utilized remote sensing, GIS and computer based data flow for ongoing monitoring
.
C. Sustainability
28. The borrower has demonstrated solid commitment to this project by establishing a PIU in DoLR, headed by a full-time Joint Secretary/Project Director along with several highly qualified specialists, and has organized office space for the PIU. The development of a strong PIU within the existing DoLR structure bodes well for the sustained operation of key PIU functions post-project. States have confirmed their participation in response to a letter from the Minister of Rural Development to Chief Ministers in each state. All states have agreed to provide their share of project financing as per Department of Economic Affairs (DEA) guidelines for externally aided projects, and have fully participated in planning and design workshops during preparation. The project will significantly strengthen the technical and management capacities of both DoLR and participating SLNAs to more effectively plan, implement and monitor IWMP after the project closes. The GoI cost share for Neeranchal is from existing funds within DoLR and not through a new funding request. The total average IWMP allocation received by participating states under the current Five Year Plan is approximately USD27 million per year. The proposed Neeranchal project would be quite small by comparison, allocating about US$38 million per state over six years, or approximately US$6 million per year per state. This suggests excellent scope for IWMP to gradually absorb good practices and tools developed through Neeranchal.
V. KEY RISKS AND MITIGATION MEASURES

A. Risk Ratings Summary Table
	Risk Category
	Rating

	Stakeholder Risk
	Substantial

	Implementing Agency Risk
	

	· Capacity
	Substantial

	· Governance
	Moderate

	Project Risk
	

	· Design
	Moderate

	· Social and Environmental
	Moderate

	· Program and Donor
	Low

	· Delivery Monitoring and Sustainability
	Moderate

	Overall Implementation Risk
	Substantial


B. Overall Risk Rating Explanation
29. The overall implementation risk is substantial. The main risks are linked to stakeholders and implementation, which touch on DoLR and state capacities, and subsequent project procurement, disbursements, and quality of results. The risk rating reflects the current capacity constraints within IWMP institutions, reflected by slow disbursements versus sanctioned allocations, and challenges in monitoring results on the ground. Neeranchal has the advantage of complementing and supporting IWMP as an existing Centrally Sponsored Scheme, with its own internal structures and well-established implementation procedures. However, both DoLR and participating SLNAs have little experience with large value procurement and Bank procurement procedures. To mitigate this risk, effective procurement arrangements are being put in place, which will enable all implementing agencies to get appropriate support and DoLR to ensure adequate oversight. The national PIU has an experienced procurement specialist to manage procurement requirements and guide states with procurement plan development. Within six months of effectiveness, DoLR will be creating a dedicated cell, adequately staffed and supported by the procurement consultant firm for managing, monitoring procurement activities, and providing support both to DoLR and SLNA. All states have, or are in the process of, contracting procurement specialists. To ensure consistency in processes and procedures among all the participating states, a procurement manual has been developed.  

30. A strong PIU is already in place in DoLR. Prior to effectiveness, participating states will be helped to achieve better readiness through: structured workshops and training; assistance in procuring local implementation partners, agencies, and consultants; and support to develop their initial Neeranchal annual work plan. Additional capacity building efforts have been planned in the first year of the project to build a solid foundation for implementation. Risks will also be mitigated through the improved MIS and M&E systems that will flag issues, which can then be closely monitored and reviewed by management, and appropriate action taken.
VI. APPRAISAL SUMMARY

A. Economic and Financial Analysis
31. Financial Rate of Return (FRR): 18.8 percent and  Net Present value (NPV) of USD248 million;  the Economic Rate of Return (ERR): 21.4 percent and NPV is USD310 million

32. Enhanced science-led watershed development technical assistance is proposed for 400 sub-watersheds (SWSs) in eight states to improve the effectiveness of IWMP investments covering 2 million ha, to benefit 481,660 farmer households. Without-the-project (WOP) refers to watersheds treated only with IWMP. Hence, all project benefits are incremental over IWMP. Projected conservation outcomes and productivity gains from arable lands in the project area accounted for about 80 percent of project costs. At least 20 percent of the project SWSs will have more investible funds (by 50 percent over IWMP) through convergence of resources from other programs. Integration of resource conservation at sub-watershed and micro-watershed levels will go with farm level sustained adoption of soil moisture conservation and agriculture production practices. Most of the capacity building and innovation support investments will potentially impact IWMP watersheds nationwide, and further public goods. Major project benefits will come from;

a) Incremental rainfed agriculture productivity in the micro-watersheds projected at 12 percent to 17 percent for rainfed crops, 14 to 16 percent for lactation milk yield, and 10 percent for cropping intensity. Optimal location of water harvesting structures with in-situ soil moisture conservation led production technologies will enhance rainwater use efficiency.  

b) Enhanced agriculture technology adoption in the project area from 35 percent (WOP) to 60 percent with-the-project (WP) will be supported and sustained by the project trained resource personnel at state and community levels, backed with micro-watershed specific contingency plans for input supplies.  

c) Drought mitigation through effective soil moisture conservation practices will limit productivity losses due to moisture stress, while maximizing the yield during normal rainfall seasons. Production losses will come down from 40 percent (WOP) to 20 percent (WP) due to seasonal dry spells (once in five years). 

d) Investment efficiency: The project-led development and sharing of digitized database with validated DSS will guide integrated planning and investment decisions nation-wide to make future R&D and watershed planning and implementation cost effective. This will improve investment efficiency of future watershed investments for IWMP (USD898 million, projected for 2013/14), and the impact will be substantial. 

e) Sustainability impacts: Watershed impact studies in India recorded higher returns to investments with effective participation of all stakeholders in watershed programs, mainly due to improved efficiency and sustainability as compared to other watersheds, which is assessed through sensitivity analysis. 

33. Project costs and benefits are estimated at 2013 prices, over 30 year life with 12 percent as the opportunity cost of capital. The analysis was done for four sample states. The ERRs for the SWSs varied from 19 percent (Gujarat) to 26.5 percent (Andhra Pradesh and Maharashtra). Combined ERR for all the four states is 23.8 percent. These sample states account for 60 percent of the cropped land area of all eight project states. Based on this, benefits for all eight states are projected (based on the share of cropped land area) and overall project analysis is done for three scenarios: a) for IWMP; b) for Neeranchal; and c) for Neeranchal with resource convergence (50 percent over IWMP funding adopted in only 80 SWSs). The estimated ERR increased from 17.2 percent (IWMP) to 19 percent (Neeranchal) and further to 20.1 percent (with resource convergence). The size of NPV also increased from USD105million (IWMP) to USD215million (with Neeranchal) and further to 16.0 billion (with resource convergence). Inclusion of drought mitigation benefits improved the ERR up to 21.4 percent.

34. Sensitivity analysis highlighted the following: Implementation delay by two years brought down the ERR to 17.7 percent, reduced sustainability restricting the flow of benefits up to only 2/3rd of the project life reduced the ERR to 18.4 percent, Increased costs by 20 percent and reduced benefits by 20 percent occurring simultaneously reduced the ERR to 13.1 percent. Risk analysis estimated the likelihood of estimated project ERR exceeding 14 percent with 0.8 probability level, indicating the robustness of the proposed project investments.

35. Some potential impacts of the project, not quantifiable for want of data, include carbon sequestration and mitigation effects, downstream hydrological and environmental benefits, additional adaptation and resilience capacity, and food security of rainfed communities, increased capacity for cross sectoral local planning. Non-inclusion of such benefits means the estimated ERR is likely to be conservative. 

B. Technical

36. The primary decision point in project design, guided by the GoI, was that the project would transition away from stand-alone, externally aided projects at a state level, which operate independently of IWMP and co-finance all aspects of watershed management including civil works.  Instead, a structured learning approach would be used where the Bank supports IWMP through technical assistance in a limited number of sites to demonstrate improved performance and outcomes. Based on this decision, the two options considered for the project design were, a) eight separate state-level projects, for example like the new Karnataka Watershed Development Project, but also supported by technical assistance to DoLR; and b) a centrally delivered program through DoLR, with the eight states as implementing partners. The second option was selected because it would build a more cohesive program and synergy with IWMP. This approach would also strengthen the role of DoLR for broader planning, coordination, and oversight of watershed programs with states. The spread of the project across several participating states would provide the necessary scale to evaluate the success of various technical interventions and determine which are more suitable for wider scaling up into regular IWMP operations. 
C. Financial Management
37. The IWMP is an ongoing flagship watershed program of the GoI. Due diligence assessments conducted by the Bank for DoLR and the SLNAs in the participating states and their district, block and village level implementing units, indicates that the financial management arrangements are well established. These arrangements are documented in the Program Guidelines and basic accounting, financial reporting and auditing arrangements are, by and large, in place at all levels. An online computerized MIS also exists. The assessment however, indicates significant weaknesses in three specific areas: a) manual accounting and financial reporting - for a program of this scale and size, onerous and time consuming; b) quality and reliability of the in-year financial reporting; and c) quality of assurance provided by external audits. These weaknesses are not unique to IWMP and are commonly seen across several other government schemes. They arise partly on account of insufficient management capacity and skills, as well as limited staffing of the financial management function at all levels. 

38. The financial management arrangements for the project have been designed to factor in the identified weaknesses, but also with the intent to strengthen the systems for IWMP as a whole. Within these overarching objectives, it has been agreed that the financial management arrangements for the project will be embedded within IWMP and build upon the strengths of the existing arrangements. In order to address the identified weaknesses and the associated risks for the project, a number of mitigation measures have been built into the design. 

39. With the adoption of these mitigation measures, the financial management arrangements are considered as adequate to meet the Bank’s fiduciary requirements. The Financial Management (FM) arrangements of the project are detailed in Annex 3.

D. Procurement
40. Procurement will carried out at the central level for Components 1, 2, 4 and at state level for Component 3. Procurement for the proposed project would be carried out in accordance with the World Bank's "Guidelines: Procurement of Goods, Works and Non-Consulting Services under International Bank for Reconstruction and Development (IBRD) Loans and IDA Credits and Grants by World Bank Borrowers" dated January 2011 (Procurement Guidelines); and "Guidelines: Selection and Employment of Consultants under IBRD Loans and IDA Credits and Grants by World Bank Borrowers" dated January 2011 (Consultant Guidelines) and the provisions stipulated in the Financing Agreement and detailed in the Procurement manual and the procurement plan. In the case of national level single source procurement, prior to seeking Bank clearance under the project, Department of Land Resources would seek internal authorization as per government of India rules and regulations.

41. Procurement Risk Assessment and Mitigation: The overall implementation responsibility of the proposed project lies with DoLR, which is under the MoRD in the GoI. Procurement risk and capacity assessment of DoLR, NIH, and seven of eight states indicates significant weakness in handling procurement of the complexity and magnitude of Neeranchal. The areas which are of specific concern include: a) lack of experience in handling large or complex procurement; b) non-availability of dedicated procurement staff, and c) non-availability of efficient and consistent procurement systems, making the procurement process slow and inconsistent. Based on procurement assessments, the overall procurement risk is considered to be High.

42. An 18 month Procurement plan has been prepared by DoLR and reviewed and cleared by the Bank. The procurement plan shall be reviewed and revised at least annually unless required earlier. A draft procurement manual prepared by DoLR is under review by the Bank. The manual shall be reviewed and agreed prior to effectiveness. The project will consider using the e-procurement system, subject to the Bank’s review and recommendations. The project procurement arrangements are detailed in the Annex 3.
E. Social and Environmental Safeguards
43. The value addition of Neeranchal comes through enhanced social inclusion, improved M&E systems, and community mobilization, besides improved environmental sustainability gains of the IWMP. Therefore, proposed investments pose no significant and/or irreversible adverse environmental and social impacts. They provide opportunities to improve the social and environmental outcomes of the IWMP. Nonetheless, the technical assistance under Neeranchal may result in some localized adverse impacts if interventions are not implemented carefully. A cross-section of environmental challenges include issues related to water quality and quantity, groundwater levels, soil fertility, water retention of soils and erosion rates, vegetation/forest cover, land holdings and livestock, fodder and fuel-wood availability etc. The key social challenges include low levels of participation and inclusion of poor and vulnerable communities, equity in benefit sharing, inadequate decentralizing service delivery and poor human and institutional development. To ensure that adverse impacts and appropriate mitigation measures are identified, a two-phased Strategic Environmental and Social Assessment (SESA) was undertaken. Following an impact-centered approach, the first phase of SESA during project preparation, identified potential adverse impacts and appropriate mitigation measures. The SESA includes an Environmental and Social Management Framework (ESMF), based on field surveys, stakeholder consultations and review of safeguards instruments in three ongoing World Bank-supported watershed projects in India. The second phase of SESA would be undertaken following project effectiveness where a detailed review of investments made in the watershed sector would be undertaken to develop a roadmap and action plan for mainstreaming proactive environmental and social procedures and processes for watershed programs in India. This would include, among others, strategies to: a) build capacity in DoLR for enhancing environmental and social sustainability of watershed investments; b) developing environmental and social guidelines in DoLR for watershed programs in India; and c) incorporating environmental and social inputs into state level field manuals for watershed programs.
44. The project is primarily providing technical assistance with some financing of demonstrative field investments, such as innovative approaches for water and soil conservation work as well as minor office upgrading. No lands will be acquired under the project. Instead, the project will support institutional development, generation and adoption of new and innovative technology for watershed planning, and training and capacity building of stakeholders. It is, therefore, rated as Category B and triggers the Environmental Assessment (OP/BP 4.01), Natural Habitats (OP/BP 4.04), Pest Management (OP/BP 4.09), Forestry (OP/BP 4.36) and Indigenous Peoples (OP/BP 4.10). No safeguard policies on Projects in International Waterways and Projects in Disputed Areas are triggered by the project. More details of the ESMF and guidance provided to address the identified issues are given in Annex 3.
Annex 1: Results Framework and Monitoring

INDIA: Neeranchal National Watershed Project
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	PDO Statement

The Project Development Objective (PDO) is to support IWMP through technical assistance to improve incremental conservation outcomes and agricultural yields for communities in selected sites, and adoption of more effective processes and technologies into the broader IWMP in participating states.
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	Indicator Name
	Core
	Unit of Measure
	Baseline
	YR1
	YR2
	YR3
	YR4
	YR5
	YR6
	End Target
	Frequency
	Methodology
	Data Collection

	PDO Indicator One: Conservation outcomes in Selected micro-watersheds (MWS)
	
	
	

	PDO 1-a. Average incremental reduction in soil loss (t/ha/year) selected sites to be treated in  medium rainfall areas 700 -1,000 mm/yr.
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	Percentage

Sub-Type

Breakdown
	3.3
	0.0
	
	25.0
	
	
	50.0
	5.0
	Baseline, mid-term and EOP
	In-situ erosion monitoring + downstream silt monitoring
	State M&E agencies, supported by communities and technical partners

	PDO 1-b. Average incremental changes in overall watershed biomass (NDVI values) in selected sites
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	Percentage

Sub-Type

Breakdown
	To be derived in Year 1
	
	
	
	
	
	
	1.01
	Baseline and EOP
	Remote sensing + ground surveys
	DoLR and states, supported by technical partner

	PDO Indicator Two: Increased average % gain in incremental productivity of arable lands in selected MWSs above baseline
	
	
	
	
	
	
	
	
	
	
	Baseline Mid-term and EOP
	Data from ongoing M&E for IWMP in project states; additional data acquisition as required; M&E agency
	DoLR and states, supported by technical partner

	2-a. Milk (l / lactation)
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Breakdown
	4.1
	0
	
	20
	
	
	25
	5.1
	
	
	

	2-b. Vegetables (t/ha)
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Breakdown
	15.3
	0
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	30
	19.9
	
	
	

	2-c. Oilseeds (t/ha)
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Breakdown
	561.0
	0
	
	15
	
	
	25
	701.3
	
	
	

	2-d. Pulses (t/ha)
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Breakdown
	659.0
	0
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	20
	790.8
	
	
	

	2-e. Cereals (t/ha)
	[image: image8.png]



	Percentage

Sub-Type

Breakdown
	1202.0
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	1502.5
	
	
	

	PDO Indicator Three: Number of new approaches, developed under the project, that are integrated into National watershed guidelines.
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	Number
	0
	
	
	
	
	
	
	3
	End of Project
	Review of national guidelines
	DoLR and M&E agency

	PDO Indicator Four: Direct project beneficiaries
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	Number
	0
	
	
	481000
	
	
	2400000
	2400000
	Mid-term and EOP
	MIS and M&E system
	DoLR and M&E agency

	4-a. Female beneficiaries
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	Intermediate Results Indicators
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	Methodology
	Data Collection

	Component 1: Strengthen the institutions and human resources of key stakeholders to improve effective implementation of watershed management
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	1-a. Web based knowledge sharing system established at central level for integrated WSD and fully functional, measured by number of visitors (no. of visitors)
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	Number

Sub-Type

Breakdown
	0
	0
	0
	5000
	10000
	15000
	20000
	20000
	Yearly
	Project reports
	DoLR/State IAs, M&E agency

	1-b. Functioning M&E cells in State Level Nodal Agencies in participating project states (no. of states)
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	Number

Sub-Type

Breakdown
	0
	0
	2
	4
	6
	8
	8
	8
	Annual
	Project reports/ Implementation support missions
	DoLR, 

M&E agency

	Component 2: Establish a coordinated approach to provide practical knowledge and tools to support integrated watershed management
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	2-a. MET stations and systems in place in selected SWSs, and data flowing to communities on a regular basis (no. of SWSs covered)
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	Number

Sub-Type

Breakdown
	0
	0
	0
	30
	75
	150
	300
	300
	Yearly
	Annual reports /Process monitoring /End user surveys
	DoLR/State level/Communities/M&E agency

	2-b. Basic hydrological monitoring systems installed and functional at community level in maximum of  400 selected sub-watersheds (no. of SWSs covered)
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	Number

Sub-Type

Breakdown
	0
	0
	0
	50
	100
	150
	200
	200
	Yearly
	Project reports
	DoLR/State level/Communities

	Component 3: Demonstrate successful implementation of rainfed agriculture and watershed development programs, with a science-based approach
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	3-a. Changes in average groundwater levels (post monsoon) in project sites below ground level depth in selected sites (no. of meters below ground level)
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	Number

Sub-Type

Breakdown
	1.0
	
	
	
	
	
	
	0.5
	EOP
	Project reports/ implementation support missions, community monitoring
	DoLR, M&E agency

	3-b. Changes in average groundwater levels (pre-monsoon) in project sites below ground level depth in selected sites (no. of meters below ground level)
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	Number

Sub-Type

Breakdown
	3.0
	
	
	
	
	
	
	1.1
	EOP
	Project reports/ implementation support missions, community monitoring
	DoLR, M&E agency

	3-c. Operational water user associations created or strengthened (no. of groups)
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Sub-Type

Breakdown
	0
	
	
	50
	
	
	200
	200
	Mid-term and EOP
	Project reports/ implementation support missions, community monitoring
	DoLR, M&E agency

	3-d. DSS models used to support for IWMP planning (no. of states)
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Sub-Type

Breakdown
	0
	
	
	2
	
	
	8
	8
	Mid-term, EOP
	Project reports/ implementation support missions
	DoLR, M&E agency

	3-e. Hydrological assessment used by states as part of watershed planning (no. of sites)
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Sub-Type

Breakdown
	0
	
	
	40
	
	
	400
	400
	Mid-term, EOP
	Project reports/ implementation support missions
	DoLR, M&E agency

	3-f. Digitized database fully operational in project states (no. of states)
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Sub-Type

Breakdown
	0
	0
	1
	3
	5
	7
	8
	8
	Yearly
	MIS
	DoLR/State Level/M&E agency

	3-g. % of farmers adopting improved soil moisture conservation and production technologies in selected sites
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	60
	Mid-term and EOP
	MIS/Impact Surveys
	DoLR/M&E agency

	Component 4: Ensure effective, efficient and responsive project management
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	4-a. IWMP disbursement ratio in participating project states increases over baseline
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	Yearly
	MIS
	DoLR and M&E agency

	4-b. Effective project management (% of concurrent monitoring recommendations each year, acted upon during implementation)
	[image: image28.png]



	Percentage

Sub-Type

Breakdown
	0
	0
	30
	60
	70
	80
	90
	90
	Yearly
	Project/M&E reports, MIS, performance scorecards
	DoLR/State level M&E agency

	
	
	.


Annex 2: Detailed Project Description
INDIA: Neeranchal National Watershed Project
1. The Project Development Objective is to support IWMP through technical assistance to improve incremental conservation outcomes and agricultural yields for communities in selected sites, and adoption of more effective processes and technologies into the broader IWMP in participating states.
2. To achieve this objective, the project will strengthen the capacity of DoLR and participating states to deliver improved watershed management investments through the ongoing IWMP in selected sites. The project design for state-level investments has drawn on the model in the new Bank-supported Karnataka Watershed Development Project II
, as well as lessons learned from earlier Bank-supported watershed projects and multi-state livelihood programs
, and smaller bilateral watershed programs
. The main lessons from these other watershed projects have been distilled into a separate technical paper, which is summarized in Section III-E in the main Project Appraisal Document (PAD). An institutional assessment of IWMP in participating project states has also contributed to the overall design (see Annex 6 for a summary).
3. The project will contribute to enhanced watershed management activities in two districts in each participating state, covering about 400 sub-watersheds, each of about 5,000 ha and reaching approximately 482,000 farmer households and 2.0 million people. 

4. More indirectly, a portion of the farmers and communities involved in the overall IWMP in participating states, estimated to cover a sanctioned area of 17.7 million ha (64 percent of the total national IWMP program), are eventually expected to benefit to some degree from the project. Similarly, if there is a good demonstration effect and national guidance developed from lessons and new approaches, the project should influence to an extent IWMP as a whole in 28 States, which up to now covers a sanctioned area of 27 million ha.
 The degree to which they will benefit will vary from state to state and in relation to the stage of IWMP implementation, and type of Neeranchal intervention.
5. In the selected IWMP sites, the ultimate beneficiaries are small and marginal rainfed farmers, including many women farmers who manage agriculture when men migrate for work, women Self-Help Group (SHG) members involved in watershed activities and agriculture, and landless male and female agriculture laborers (also benefiting through enhanced convergence with the National Rural Employment Guarantee Scheme (NREGS). In the project states, many of the rainfed and marginal rainfed farmers are from the Scheduled Castes & Scheduled Tribes and vulnerable groups. These beneficiaries will gain from the project’s incremental support to IWMP through: more integrated, science-based, participatory watershed plans with greater focus on water and water management, and which will also facilitate more effective integration with other government programs; higher agricultural yields through adoption of new soil, water and crop management techniques; better adaptation to climate change through improved knowledge of climate change impacts, access to real time weather forecasts, and adoption of climate smart agriculture practices; and improved rural livelihoods through training, better extension, and strengthened forward market linkages.

6. The project will also strengthen key national and state institutions that currently implement IWMP. Thus, one group of beneficiaries includes the DoLR at the national level, and the SLNAs and field staff for watershed management in participating states. National-level, science based agencies supporting project implementation, and various other state level institutions will also benefit from improved coordination of research and more effective approaches for knowledge sharing and technology transfer to communities and farmers. 

7. Scope and phasing: Initial participating states include Andhra Pradesh, Chhattisgarh, Gujarat, Odisha
, Jharkhand, Madhya Pradesh, Maharashtra, and Rajasthan. The project will be implemented in a phased sequence: 
a) Early in the first year, DoLR, with the partners and the states, would complete a detailed work plan for each participating state.  State needs assessment would ensure that the DoLR and national partners address a representative range of agro-ecological and socio-economic systems for piloting, as well as design capacity building programs and team support to fit the specific needs of states, bearing in mind also the overall needs of IWMP. Implementing partners and agencies have been identified and incorporated as part of the project implementation arrangements.
b) A first operational phase would begin late in the first year or early in second year, initiating the project in five sub-watersheds in each of two focal districts per state. Each sub-watershed is approximately 5,000 ha, meaning 10 sub-watersheds for Phase I in each state, and 80 across all 8 states, for a total land area of around 400,000ha.  This is where the partners under Component 2 would focus their intense piloting, learning and approach development work, in close partnership with the states. 
 
c) In the second phase (beginning year 3 or 4), the lessons learned and approaches would be adopted in another 20 sub-watersheds in each project district, or 40 in each state, beginning in years 3-4. These new sites would be restricted to the original two project focal districts in each state but would form the core of the scaling up activities by the SLNAs and refinement of large scale workable systems integrated into the IWMP.  With this scaling up, the project would then have a reach of 50 sub-watersheds per state, or 400 in total across the participating states, covering a land area of about 2 million ha.  This second phase, more about adoption and integration of innovations into the additional sites, would require less direct support from the partners, but would still require continued support from the state partner institutions that each SLNA would contract through Component 3. Some on-farm integrated agriculture and extension mechanisms developed under Component 2 would also be rolled out beyond the initial Phase 1 pilot areas at an earlier stage in the project, as these will not be tied so tightly in the IWMP planning cycle. See Figure A2-1 for an overview of relationships between components, and with the existing IWMP system. 
8. As the project progresses and the capacity of DoLR and the states increase, and stronger institutional mechanisms for coordination, integration and convergence are put in place, there will be additional efforts by DoLR to identify wider scaling-up of the new approaches in other IWMP areas in the participating states and beyond.  

Figure A2-1. Relationship between components and existing IWMP system 
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9. The project has four components, and will cover an implementation period of six years. The project components and estimated allocations are:

Component 1.  Central Institutional and Capacity Building (USD11.4 million).
10. The component will strengthen the institutions and human resources of key national stakeholders, particularly the DoLR, for more effective planning, implementation, monitoring and evaluation, and reporting of watershed management programs. The component will be led by DoLR with support by a specialized Management and Human Resource agency. 
1.1 Capacity Building and Institutional Development at National Level

11. The sub-component would support a detailed national training needs assessment and institutional and human resources review, build the capacity of DoLR for program management and policy analysis, develop common training materials, and provide backstopping for states who will deliver training programs in Component 3. The sub-component would also include a carefully guided set of international learning visits for officials from DoLR and participating states, as well as national learning workshops. The sub-component will also support periodic reviews of existing legal and policy frameworks and revision of national watershed guidelines based on experiences gained in the project. This latter activity will primarily focus on strengthening the guidelines of the IWMP, to steer the Neeranchal piloting in the first instance, but also provide a framework for wider scaling up of Neeranchal approaches as they are developed. To support central policy reform, enhanced models for river basin, landscape and sub-watershed planning will be developed along with DoLR capacities, to strengthen sustainable integrated watershed management at the national level.
1.2 National Information and Data Center

12. A Neeranchal National Information and Data Center (NIDC) would be established and operated within the current DoLR structure to coordinate knowledge and information sharing, and data base development related to watershed management. The NIDC would encompass PIU technical specialists, representatives from partner technical agencies and other institutions involved in key components of the project (particularly Component 2), and external agencies, for example private sector, universities, and other academic bodies. Key activities would include developing and maintaining a web based knowledge sharing system, and facilitating communities of practice to improve the exchange of knowledge arising from the project. The NIDC would also house a unified digital data base, linking state level data bases developed in Component 3 and national databases brought together under sub-component 2.3.

1.3 Communications 

13. With the support of a specialist communications agency, DoLR would develop and lead a project-wide national communications strategy for Neeranchal, to enhance the effectiveness, efficiency and impact of Neeranchal through a comprehensive communications program. This work would ensure broader awareness about the project objectives and lessons, and foster stakeholder engagement, including the public media, in the continuous improvement of the Neeranchal project, and provide transparency and comprehensive information on the projects and related IWMP activities. The sub-component would include the development of strategy and networking, setting up internal and external communications systems, developing targeted communications material, and maintaining a project website.  

1.4 Monitoring and Evaluation
14. The project would develop and strengthen an integrated M&E system, tied to a new MIS that links DoLR and states, for tracking the national performance of IWMP and other watershed related programs. The sub-component would include an M&E systems assessment to understand existing M&E functions and available resources down to state and local level. With the support of a nationally recognized specialist agency, the sub-component would develop a consistent strategy for strengthening the overall M&E systems for IWMP, support training and exposure to better practices, and provide equipment and systems upgrading at the central level, including mechanisms for linking state and national GIS more functionally. Project-specific indicators, monitoring and assessments (under Component 4) will largely be addressed by the systems strengthened under this sub-component. Technical assistance would be provided to SLNAs and their own 3rd party M&E agencies as required.
Component 2. National Innovation Support (USD30.2 million)
15. The objective of Component 2 is to support the application of innovative, science-based knowledge, tools, and approaches to underpin improvements to IWMP around watershed planning and implementation, agricultural intensification, climate change, rural livelihoods, and hydrology, based on identified needs of the states, communities and farmers. 

16. The main weight of the work in this component would be during the first three years of the project.  Component activities would be delivered through three sub-components at the central level, with overall execution mainly by national implementing partners and agencies, in collaboration with a consortium of national and international agencies. Coordination of knowledge sharing would be through the NIDC. DoLR and the Bank have agreed that several key agencies are essential to the overall implementing arrangements and the achievement of the PDO:
a) The National Institute of Hydrology (NIH) shall be an implementing agency and would lead the development of hydrological decision support systems and capacity building programs to implement these with DoLR and in participating states;
b) In addition, the following critical tasks need to be completed:
· Lead work to identify innovative technologies and toolkits for watershed management and agriculture-based practices, assess their suitability to different watershed areas and users, and help transfer these practices to farmers;
· Procure and process remote sensing data, and design database systems to deliver these as useful outputs for planning and;
· Lead work to assess climate vulnerability and state of existing systems for supporting farmers to manage climate change and variability, assess existing systems for forecasting and advisory, undertake studies on climate proofing, and undertake pilots for carbon inventories. 
17. Other leading organizations may be contracted to support DoLR with overall coordination of key partner institutions in Component 2 to ensure effective technical integration, and link knowledge outputs from the partners into the NIDC. These organizations could also assist DoLR and project states on field scale institutional and capacity building, to take systems and approaches developed under this component to scale through improved extension support mechanisms suitable to small-scale farmers, including women farmers. This will entail mainly developing Farmer Field and Water Schools training programs, and build the requisite capacity for states to integrate these systems into IWMP in selected sites; 

18. These other institutions would bring a wealth of knowledge and expertise, as well as cross-learning from other projects such as the World Bank supported Hydrology-II operation, where NIH is also a leading institution. These institutions would also support participating states to adopt and roll out successful innovations in the field through sub-components 3.1 and 3.3, largely from the third year onwards. The sub-components are: 

2.1 Agricultural Performance, Rural Livelihoods, and Climate Change Innovation
19. This sub-component would deliver high quality knowledge and innovations, and transfer them to support farmers in achieving better agricultural performance and build better resiliency against climate change, and help more vulnerable community members improve their livelihoods. The support would be inclusive to marginalized groups and types of farmers, including women farmers and women’s Self Help Groups (SHGs).
2.2   Decision Support Systems and Data Bases for Hydrology and Watershed Management 

20. The NIH would be an implementing partner to develop new technologies and models for hydrological assessment and monitoring and support participating states to integrate the systems into IWMP operations. Under the guidance of the broader NIDC partners, the sub-component would also help establish Information Technology (IT) and GIS-enabled land resource inventory and data bases in participating states. The work would entail developing an overall framework, assessing data needs, common definitions and data sharing protocols. It would also provide technical assistance to states as they develop their own data bases. The technical assistance would include developing the framework for a national watershed data base in DoLR (linked to state data bases), housed under the NIDC. The project would engage a suitable agency to procure and guide the development of remote sensing data and analysis.

Component 3. IWMP Implementation Support in Participating States (USD303.6 million) 
21. The objective of Component 3 is to provide intensive, science-based technical assistance to improve IWMP operational effectiveness, convergence/integration with other government programs, and measurable impacts on the ground in selected sites in participating states. Many field activities in Component 3 would be guided by innovations developed in Component 2 around new planning approaches and tools, and appropriate agriculture and livelihoods systems development. These will allow for successful demonstration of new approaches to support wider scaling up through IWMP.  Four core sub-components (3.1 to 3.4) will be implemented across all participating states and closely linked to planned and sanctioned IWMP field operations and structures in selected sites.
3.1 Support for Improved Program Integration in Rainfed Areas
22. The sub-component will: a) strengthen GIS capability, and develop and maintain data bases in support of watershed planning; b) support landscape-level catchment assessment and planning for IWMP using new DSS approaches, and assist in implementing improved integrated micro-watershed planning, fostering convergence with other schemes related to rainfed agriculture and livelihoods; and c) support community-based monitoring of local watershed hydrology and other indicators to better contribute directly to watershed management. The work will be largely guided by planning tools developed under sub-component 2.3 and integrated rainfed agriculture and water management extension approaches developed in sub-component 2.2. The sub-component financing will cover equipment, data and satellite images, technical support from consultants and state partner institutions, specific training, workshops, etc.  

3.2 Institutional Strengthening

23. The sub-component will build capacity for the SLNAs in participating states as well as at field level for district officers, local partner implementers, and community watershed organizations. The sub-component will include a needs assessments, development of state specific and local training materials across all subjects (drawing on national training materials developed under Component 1), and implementation of specialized training programs incremental to those currently being delivered under IWMP. Technical support will strengthen capacity for SLNAs to deliver improved M&E functions. Further, state practitioners will be linked to new Communities of Practice established under sub-component 1.2. The sub-component will also support stronger coordination between relevant agencies for convergence of watershed programs. The project will finance equipment, consultants and local institutional technical support, and travel. 

3.3 Adoption of R&D and Technology Transfer

24. The sub-component will strengthen the adoption of R&D, which would be directly linked to the national R&D and innovation activities in sub-component 2.2. This will include appropriately strengthened extension mechanisms for project-developed.  With assistance from local or regional agencies/institutions, and technical backstopping from key national R&D partners, the participating states will lead the field adoption of innovations across four thematic areas: a) improving agriculture performance; b) decision support systems for hydrology and watershed management; c) climate change and risk reduction; and; d) support for value addition and supply chains, extension systems, and livelihoods improvement. The project will finance consultants and state partner institutions for field trials, demonstrations, specific trainings, and workshops, and necessary equipment for hydrological monitoring, meteorological systems, etc.  

3.4 State Level Management and Coordination

25. Participating SLNAs will be provided with incremental support for project management and coordination to implement Component 3 activities effectively. Support will include equipment, incremental staff such as specialists on financial management and procurement, internal/external audit services and travel (vehicle rental costs). It will also include incremental technical specialist assistance as required, for example on communications, documentation, GIS, social and environmental safeguards, M&E and MIS, hydrology, livestock, etc. 

26. Two additional sub-components (3.5 and 3.6) will help states pilot innovations linked to critical watershed issues, with full flexibility to select sites, within or outside active IWMP operations. 

3.5 State Specific Innovations and Pilots

27. A limited number of state-specific innovations and piloting would address locally suitable watershed-related initiatives, for example in wetlands or wasteland areas, traditional and improved water storage and delivery, new technology for balancing groundwater and surface water use, common property and grazing systems, and carbon financing in watersheds. The sub-component would finance technical assistance from consultants, state institutions and other agencies, goods, and if required, small-scale demonstrative works for soil and water conservation. 

3.6 Urban Watershed Management

28. Currently, 31 percent of the Indian population lives in cities, and the share is expected to rise to 50 percent over the next 20 years. Given this ongoing rural-urban transformation, urban water supply/quality is becoming a critical issue. The sub-component would pilot demonstrations in urban watershed management in up to two small, well-defined catchments in each participating state that are supplying water to moderately sized downstream urban areas. The sub-component would finance technical assistance from consultants, state institutions and other agencies for participatory planning processes, landscape scale mapping and application of new models and other tools. For selected areas, it will also provide technical assistance for developing and implementing field level plans with stakeholders in upper catchments and urban areas. It could also support innovative soil and water conservation works as part of the demonstration.
Component 4.  Project Management and Coordination (USD11.8 million). 

29. The objective of Component 4 is to ensure effective, efficient and responsive project management to successfully implement the Neeranchal project. Component 4 would support: a) upgrading of the Neeranchal DoLR office; b) incremental, specialized staff costs (both full and part-time) in the national PIU in DoLR, including project coordinators and technical specialists; c) incremental administration costs for travel, meetings, financial management, internal/external audit and procurement, and equipment; d) third party M&E support directly tied to project activities, including baseline surveys, input and output monitoring, process monitoring, impact assessments, acquisition of necessary remote sensing images, and case studies to guide project implementation. 

Annex 3: Implementation Arrangements
india: Neeranchal National Watershed Project
Project Institutional and Implementation Arrangements

Project Administration Mechanisms
1. The overall project will be implemented at the central level by the DoLR under the Ministry of Rural Development, GoI. The DoLR will also directly implement components 1, 2, and 4.  Participating states would be implementing partners for component 3. 
2. High level project oversight would be provided by a Project Empowered Committee (PEC) in the MoRD. The PEC would review progress and approve yearly plans and budgets, and provide policy guidance. The PEC would comprise mainly of senior representatives from relevant ministries and departments related to watershed management, such as agriculture, water, livestock and fisheries, etc. 

3. Overall project management would be the responsibility of the PIU, within the DoLR. The PIU will be resourced with DoLR regular staff, as well as dedicated contract specialists to coordinate, technically guide, monitor and assess progress, as well as support administration of the project. The PIU would  encompass three Project Support Units for: a) Project Management and Technical Support, including for Data Centre and M&E; b) Project Administration; and c) Accounts and Finance Management. The thematic units will report to the Joint Secretary/Project Director. The PIU will contract specialist agencies, ensure strategic and technical inputs for planning and implementation of various components,  networking and partnering with civil society and private sector, maintain close partnership with the project’s key technical and academic partners, managing technical research and development activities; overseeing, monitoring, piloting and rolling out of innovations and good practices.
4. Of the three thematic units in the PIU, the Project Management and Technical Support Unit would have the largest role in providing operational support to all technical activities, research and coordination, and M&E. It will comprise of a number of smaller cells, addressing capacity building, agriculture convergence and innovation, hydrological management, environment and social safeguards and gender, documentation and knowledge management, remote sensing and GIS, MIS and M&E. The procurement by DoLR and other central agency shall be handled by the procurement cell comprising of selected procurement consultant firm and designated procurement staff. The function of the procurement cell shall include overall monitoring, oversight of day to day procurement at central and state level and establishing of appropriate and robust procurement control systems for the project.   
5. The Accounts and Finance Management Unit will drive the core management aspects of the Neeranchal project at the national level, and provide guidance and direction to the SLNAs and State PIUs. It will be staffed by a financial management (FM) specialist, accounting and audit officers, procurement officer and other support officers to: a) establish financial and control systems at the national level; b) oversee financial management at the national and state levels; c) provide technical assistance and training support for procurement and FM to states; d) provide account management and audit functions; and e) set up business process and standards for internal clearance and implementation. 

6. The Project Administration Unit would provide administrative and logistical support to the project. The unit will be also responsible for implementation and monitoring of a grievance redress system and responding to requests under the Right to Information Act.

Summary of Operational Component Implementation
7. Component 1-Central Institutional and Capacity Building.  DoLR will contract a reputed management agency through competitive selection to support human resources management, and contracting of consultancies for specialized services, such as for training, M&E and for engaging private sector bodies. Specialist agencies and institutes will be contracted by DoLR as required through competitive selection for providing: assistance in setting up the NIDC and in coordination of knowledge and research; support to DoLR on supervision and quality control of technical aspects of the project; capacity assessment and strategy design; studies and guidance material; capacity building programs for watershed management; communications; and strengthening the national M&E systems. 

8. Component 2-National Innovation Support. For implementation, DoLR will be supported by NIH as a national implementing agency, linked with the project through a memorandum of understanding with DoLR. The Research and Coordination Unit in the PIU will provide operational oversight and support, and the NIDC will provide strategic, knowledge management and lesson learning support. Other key specialist agencies would be contracted by DoLR following appropriate procedure, to support the delivery of key technical services.
9. Component 3-IWMP Implementation Support in Participating States. The SLNA in participating states will guide, monitor, and supervise the implementation of Component 3. The SLNAs would review progress and approve yearly work plans and budget, address any mid-course corrections required, and issue local implementation guidelines. This would complement the ongoing IWMP responsibility of the SLNAs to approve perspective and strategic plans for watershed development on the basis of block and district plans. Specific responsibilities of the SLNAs would be to: a) ensure timely implementation according to the Project Implementation Plan (PIP) and according to the specifications of the Project Implementation Manual (PIM); b) prepare annual work programs, budgets, annual procurement plans and provide quality control; c) prepare procurement packages and oversee the technical quality of contracts, with the assistance of the PIU Technical Unit; d) coordinate and provide technical support to field implementation teams in pilot Districts; inform, support, coordinate and interact with key project partners, and ensure stakeholder participation; e) coordinate and report on the results of monitoring and evaluate all aspects of project inputs, outputs and outcomes, and share these with the national M&E unit; facilitate the learning process of the project with NIDC; and f) implement and monitor project risks and accountability mechanisms. Each SLNA would be supported through additional technical and management staff as required for specific activities. A schematic of implementation arrangements and key implementing institutions is shown in Figure A3-1.

Figure A3-1. Operation component implementation arrangements
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10. At District levels and below, the project would provide incremental support staff, training and equipment to build capacity and strengthen the arrangements already in place, mainly the existing Watershed Cell cum Data Center (WCDC) and Project Implementation Agencies/ Watershed Development Teams (PIAs)
 under the IWMP.

11. The component allocation for the first year of the project will be based on an annual work plan approved by DoLR (following current IWMP processes); subsequent allocations will be based on implementation and disbursement performance. States performing well with project implementation and disbursements may have their component allocations increase over time as part of a natural scaling up of project activities. States lagging behind would be provided with additional institutional support as needed to improve their performance.

Financial Management, Disbursements and Procurement

Financial Management

12. The FM arrangements for the project have been designed to address the identified capacity weaknesses in the ongoing IWMP and to strengthen these systems. Within these overarching objectives, it has been agreed that the financial management arrangements for the project will be embedded within IWMP and build upon the strengths of the existing arrangements. The IWMP financial management arrangements to the extent that may apply to account for and report on Neeranchal project funds (including Government share), are described below: 

13. Institutional Arrangements: The overall financial management arrangements for Neeranchal at national level will be the responsibility of the National PIU. At the state level, the FM arrangements for Neeranchal will be embedded within the existing structure and systems for IWMP, as implemented by SLNAs, which are registered societies. The National Institute of Hydrology (NIH), a GoI society under the Ministry of Water Resources, will be a key partner in the implementation of the project.

14. Budget and Release of Funds: The GoI contribution (including the share to be financed by the World Bank) will be budgeted in the Demand for Grants
 of the MoRD/DoLR as a separate budget line for Neeranchal. If considered feasible, the budget line will be further classified into project components/sub-components to facilitate accounting and reporting of project expenditures. The budget for the state contribution (10 percent) will be provided in the Demands for Grants of the respective states as part of their overall budget. The project budget for each financial year will be derived from the Annual Work Plan (AWP) of the PIU at the national level, participating state PIUs, and NIH (as implementing partners).

Fund Flow: The national PIU and DoLR will remain within the existing financial management systems of MoRD, which operates through the centralized Pay and Accounts Office. No separate bank accounts will be established for the project and the authorization to honor project related payments will be derived from the appropriated budget. 
15. Each SLNA will open a bank account in which project funds will be held. Once the AWP of each participating state is approved, MoRD will transfer GoI’s contribution of the project funds to the SLNA bank account. Similarly the state contribution of project funds will be transferred to the SLNA bank account. In each financial year, funds will be released in two installments.  The first installment of 50 percent of the annual budget, based on the approved project AWP, will be released to each SLNA at the beginning of the financial year. Once 60 percent of these funds are utilized, the second installment of the remaining 50 percent of the annual budget will be released. Release of each installment will be accompanied by a component-wise allocation order of the state PIU which will be in line with the approved AWP. Similar arrangements will be agreed for fund releases to NIH.

16. To streamline the project FM arrangements, each WCDC in the participating states will have a project specific bank account, at the same bank as the SLNA. Project funds will be transferred to Taluka-level Watershed Development Teams and/or Watershed Committees at Gram Panchayat levels, as may be required. The SLNA will make component-wise and activity-wise fund allocations quarterly. These funds will be transferred through Real Time Gross Settlement (RTGS) to the WCDC, based on the annual work plan demands and on the utilization reported. 

17. Options to maintain single bank account at state level with at par check withdrawal facilities at district level against pre-determined limits will be explored during project implementation. This will help avoid the unnecessary parking of funds at district level and allow efficient cash management. 

18. Accounting: Project expenditure at the national level and will be as per standard government systems of Pay and Accounts Office (PAO) and subject to controls as per General Financial Rules of Government of India. For the purpose of the project, however, the national PIU will maintain ‘off-line’ memorandum registers to keep track of expenditures by component/activities for the purposes of reporting under the project. The national PIU will undertake monthly reconciliations of the expenditures recorded in the memorandum registers with the PAO records. All fund releases (Grant-in-Aid) to SLNAs and NIH to finance approved state AWPs will be recorded as expenditure in accordance with existing GoI rules. For the purpose of the project however, the National PIU will report actual expenditures based on the quarterly Interim Unaudited Financial Reports (IUFRs) submitted by SLNAs and NIH in the quarterly interim consolidated financial reports for Neeranchal.
19. While the accounting policies, procedures and systems may vary across the states, the following general principles will apply: 
a) SLNA and its constituent district and block units and Watershed Committees will maintain its books of account on a cash basis following the double entry principle of accounting;
b) To the extent feasible, the existing accounting systems for IWMP at SLNA level will be used to account for Neeranchal funds. For this purpose, the Neeranchal heads of accounts comprising of project components and activities will be incorporated into the SLNA Chart of Accounts;
c) At state level, the project will be funded from both central and state funds; the project expenditures will comprise of expenditures at state, district, block and village levels, regardless of the sources of funding;

d) SLNAs will put in place acceptable internal audit arrangements, commensurate with the size of the operation;
e) All funds released by the state to the district and block level units will be treated as inter unit transfers until expenditures are incurred at these levels;
f) While, the financial management arrangements have been designed for fund flows to block and village levels, it is presently not envisaged that project funds will flow down to Taluka level Watershed Teams or Gram Panchayat level Watershed Committees;
g) Financial controls including delegation of financial powers and financial rules will be documented in the Financial Management Manual/ Administrative rules of the state societies.
h) All of the above will also apply to NIH.
20. As a minimum, the project will have 26 accounting centers (see Table A3-1).
Table A3-1. Project accounting centers
	Name of Accounting Center
	Level
	Nos.
	Consolidation
	Units to be Consolidated
	IUFRs to be submitted to
	Frequency of submission of IUFRs

	NPIU
	National
	1
	Yes
	8 SLNA
	World Bank
	Quarterly



	NIH
	National
	1
	No
	NA
	SPIU
	Quarterly

	SLNA
	State
	8
	Yes
	2 WCDC’s each
	SPIU
	Quarterly

	WCDC
	District
	16
	Yes
	Project level WDTs/PIA
	SLNA
	Monthly

	PIA (WDT)
	Project/

Watershed
	As required
	Yes
	GP level Watershed Committees
	DWDT
	Monthly

	Watershed Committees
	GP
	As required
	No
	NA
	WDT
	Monthly

	Total
	
	26
	
	
	
	


21. Financial Reporting: Each SLNA (and NIH) will submit consolidated quarterly IUFRs, comprising financial reports of all WCDCs, Watershed Development Team (WDT)/PIA, and Watershed Committees (where applicable) to the National PIU. The National PIU will consolidate the IUFRs received from the participating States and NIH along with DoLR expenditures (as reconciled with PAO records) and submit a quarterly consolidated IUFR to the World Bank within 45 days from the end of each quarter.  The form and content of the IUFRs (both for national and state levels) have been agreed to. 

22. Internal Control Framework: The internal control framework will consist of: a) Project Financing Agreement; b) Project Implementation Plan; c) Procurement and Financial Management Manuals/Guidance Notes; d)  delegation of the administrative and financial powers both at the Centre and the State; and e) relevant DoLR/State departmental circulars/Government Order/SLNA Rules. The AWP of the project, approved by the competent authority, will form the basis of implementation. Additional key controls that are built into the project design as follows: project MIS and M&E systems, which include in-year physical and financial performance reports; approval of AWPs; annual financial audit by chartered accountant firms empanelled with the Comptroller and Auditor General of India (C&AG) for major audits; and bi-annual internal audit.
23. External and Internal Audits: The national PIU will be responsible for submitting individual annual audited project financial statements and audit reports of the national PIU and the SLNAs, to the Bank for each financial year. Audited statements and reports will be submitted within 9 months from the end of the financial year. State level audit coverage will be extended to all spending units up to the level of GP level Watershed Committees, as applicable. 

24. For the national PIU, the (C&AG) Office will be the statutory auditor, while the state level audits will be conducted by private firm/s of chartered accountants, empanelled with the C&AG for Major Audits. The audit firm(s) will be engaged by the SLNA on a competitive basis following the Bank’s procurement procedures. The Terms of Reference and selection criteria will be agreed with the Bank. The project audit report(s) will be monitored by the Bank and made available in the public domain both by the Bank and the PIU (Table A3-2). The annual financial statements for NIH will be audited by the Office of the Principal Accountant General (Audit), Uttarakhand (where NIH is headquartered).
25. At the state level, project accounts will be subject to a bi-annual internal audit by chartered accountant firms under Terms of Reference agreed with the Bank. The internal auditors will assess the effectiveness of internal controls and provide independent assurance on the effective implementation of these controls. Internal Audit will also cover procurement reviews. 
26. With the intent to strengthen the systems for IWMP as a whole, it has been agreed that the following activities will be undertaken as part of Neeranchal:
a) Dedicated financial management cell with staff of requisite qualifications and experience will be created at the national and state levels to strengthen the quality of oversight on the financial management arrangements;
b) Form and content of the interim financial reports will be agreed and documented. These financial reports will initially be limited to the project but will be extended across IWMP over time; 
c) Enhanced processes for selection of auditors at state level will be agreed. The external auditors will be selected on competitive basis with due regard to quality and will audit to specific TORs. 
d) Development of Financial Management Manual for IWMP;

e) The Central Plan Scheme Monitoring System (CPSMS) developed by the Planning Commission and the Office of the Controller of Accounts, Ministry of Finance, GoI with the objective of establishing an on-line financial management  information systems and a suitable decision support system for Centrally Plan Schemes of GoI, will be rolled-out in the participating states during the project implementation period. 
Table A3-2. Project audit reports to be monitored
	Implementing

Agency
	Audit Report
	Auditors
	Date

	DoLR
	Audit Report on the Project Financial Statements 
	C&AG
	30th Sept each year

	NIH
	Audit Report on the Project Financial Statements 
	State AG
	

	SLNA, Andhra Pradesh
	Audit Report on the Project Financial Statements 
	CA firm
	

	SLNA, Chhattisgarh
	Audit Report on the Project Financial Statements 
	CA firm
	

	SLNA, Gujarat
	Audit Report on the Project Financial Statements 
	CA firm
	

	SLNA, Jharkhand
	Audit Report on the Project Financial Statements
	CA firm
	

	SLNA, MP
	Audit Report on the Project Financial Statements
	CA firm
	

	SLNA, Maharashtra
	Audit Report on the Project Financial Statements
	CA firm
	

	SLNA, Odisha
	Audit Report on the Project Financial Statements
	CA firm
	

	SLNA, Rajasthan
	Audit Report on the Project Financial Statements
	CA firm
	


27. Staffing, Training and capacity building: At the state PIU level, a dedicated Financial Management Team, headed by Finance Manager, suitably qualified and with relevant experience, will be responsible for the finance function. This team will work along with the Integrated Finance Division (IFD) and DoLR to ensure timely processing of files and payments at DoLR level.  At state level, existing finance staff, supplemented by additional staff on contract basis, will be responsible for the financial management arrangements and compliance with the reporting requirements.  

28. Retroactive Financing: Expenditures incurred with the Bank’s concurrence on or after project identification begins and within 12 months before the expected date of loan signing, and according to the Bank’s procurement guidelines will be eligible for retroactive financing up to an overall ceiling of 10 percent of the credit or USD17.85 million.  The proposed activities agreed for retroactive financing are expected to be approximately USD3.0 million, well below the 10 percent ceiling.

29. Supervision Strategy: The fiduciary obligation of the Bank will cover the entire Bank financed operation in the participating states, but will not extend to IWMP/non-Bank Operations.

Disbursements
30. The total project cost is USD357million. The World Bank will finance 50 percent of the total project cost, i.e. USD178.5 million, The government counterpart share of USD178.5 million (50 percent) will be partly met from individual state contributions (10 percent of the state funds) and will be disbursed over a period of six years. The Bank will disburse funds to the Borrower on the basis of the actual eligible project expenditures pre-financed by the government’s budgets and reported by consolidated quarterly IUFRs submitted by National PIU. The applicable disbursement method will be Reimbursement. No advance will be provided under the project and therefore, the requirement of Designated Account is not envisaged. Funds will be disbursed by the Bank under the following disbursement categories (Table A3-3):
Table A3-3. Project disbursement categories

	Sl. No
	Category
	Amount of the Credit Allocated 
	Amount of the Credit Allocated 
	Percentage of Gross Reported Expenditures to be Financed

(Inclusive of Taxes)

	1.
	Goods, works, non-consulting services, consultants’ services, Training and Operating Costs of the project
	116,400,000
	178,500,000
	50%

	
	Total Amount
	116,400,000
	178,500,000
	50%


Procurement

31. DoLR will be the nodal agency and handle procurement under all components except Component 3. Procurement under Component 3 will be done by the eight project states. NIH, as an implementing agency, will undertake procurement related to Component 2.
32.  Procurement for the proposed project shall be carried out in accordance with the World Bank's "Guidelines: Procurement of Goods, Works and Non-Consulting Services under IBRD Loans and IDA Credits &Grants by World Bank Borrowers" dated January 2011 (Procurement Guidelines); and "Guidelines: Selection and Employment of Consultants under IBRD Loans and IDA Credits &Grants by World Bank Borrowers" dated January 2011 (Consultant Guidelines) and the provisions stipulated in the Financing Agreement. 

33. Items to be procured: Procurement of Goods: As a technical assistance project, procurement of sophisticated R&D equipment and proprietary software is envisioned. In addition, some IT equipment (computers, printers, network infrastructure, and servers), office equipment and furniture, may be procured.  Procurement of Works:  No major operational works are envisaged under this project. However, some small soil and water conservation works linked to demonstrations and pilots, not exceeding shopping threshold, may be procured. No International Competitive Bidding (ICB) works are envisaged under the project. In case National Competitive Bidding (NCB) becomes necessary for any small works at the watershed or district level and is agreed by the Bank, it shall be handled at the SLNA level and the Standard Bidding documents of the Bank as agreed with GoI task force (and as amended from time to time) would be used. Selection of Consultants: Some major consultancies are likely to be procured by DoLR at the central level and by some of the states at the SLNA level.
34.  Procurement capacity: Given the limited handling of procurement at SLNA level, experience in World Bank procurement, and the project’s multi-state spread, the Procurement Risk is considered High. There is a fiduciary risk from: a) lack of experience in handling large and complex procurement; b) transparency, consistency and  capacity; c) lack of availability of procurement staff;  d) inadequate complaint monitoring system; and e) a lack of an established system of public disclosure of information on procurement actions. The overall project risk for procurement is 'High'. After all the mitigation measures are appropriately implemented however, the residual risk may be 'Substantial'. Details are established in Table A3-4and paragraph 40of this section. 

35. Procurement arrangements:

a) DoLR will be the nodal agency. While DoLR will be instrumental in implementing components 1, 2 and 4, the SLNAs in the eight participating states will implement Component 3 of the project. NIH will be implementing sub-component 3 of Component 2. In view of limited procurement capacity at DoLR, SLNA and NIH, a procurement cell is proposed to be created at DoLR supported by a qualified and competent procurement consulting firm and in-house procurement officials. This firm shall provide support to DoLR and all SLNA and ensure consistency across the board. In addition, SLNAs and NIH may either recruit suitable procurement staff or nominate and train one of their existing officers as procurement specialist for handling procurement as per Bank procedures. For procurement to be undertaken under the project, DoLR will remain responsible for  providing  timely and appropriate guidance, support and oversight;

b) All procurement for goods, works and consultancy services shall be carried out in accordance with procurement manual prepared for the project and shall be for all the activities agreed in the procurement plan. In case of any inconsistency between the procurement manual and the World Bank guidelines 2011,the provision of the Guidelines shall prevail;
c) The procurement plan shall be based on agreed cost tables and specify the procurement methods, estimated costs, prior review threshold, and time frame. This shall be agreed between the Borrower and the Bank project team in the Procurement Plan prior to project negotiations. All procurement proposed to be carried out under the project shall be listed in the procurement plan which shall be prior cleared by the Bank.  The 18 month Procurement Plan shall be reviewed and cleared prior to negotiations and updated at least annually or as required to reflect the actual project implementation needs;
d) The Bank has requested for confirmation in regard to e-procurement assessment for States and DoLR and is awaiting confirmation in regard to service provider information.  The project will consider using the e-procurement system, subject to the Bank’s review and recommendations.
36. Monitoring and supervision of the project: DoLR will act as the nodal agency and as a single point of contact for the Bank for the purpose of appropriately monitoring the agreed procurement arrangements under the project (including procurement handling by other implementing agencies). DoLR will be coordinating with all participating states and NIH for preparing consolidated summary report containing important information on the progress of procurement. Based on the analyses of the report, certain remedial actions plan will be recommended and agreed with the Bank for which DoLR will proactively engage with SLNAs and NIH to ensure its appropriate implementation.

37. Procurement Risk Assessment: Based on the procurement assessment carried out for DoLR and seven of eight states, the key risk factors and mitigation measures are listed below (as well as in Table A3-4).The overall risk is considered high and based on mitigation measures being put in place the residual procurement risk rating for the project is determined as “Substantial”. The residual rating on procurement will be reviewed and updated periodically by the Bank.

Table A3-4. Perceived procurement risks and mitigation measures

	Risk Factor
	Initial 
Risk
	Mitigation Measure
	Completion 
Date
	Residual Risk

	Non-availability of procurement staff and limited capacity and inefficiencies, resulting in delays in procurement process (in DoLR, SLNA and other implementing agencies)
	High
	· Appointing a procurement consultant firm at DoLR to provide procurement support to DoLR, NIH and all SLNA’s and ensure consistency of procurement procedures. Provide skilled procurement staff at SLNA’s/NIH for handling procurement of services 

· Monitoring thru Procurement plan and quarterly report  

· Training of staff


	Continuous 
	Substantial

	Inconsistency and Non-compliance with agreed procurement arrangements  
	High 
	· Use of Procurement manual and agreed Bidding documents  

· Monitoring by DoLR  for the procurement handled by all implementing agencies
· Prior and  post reviews by the Bank  


	Continuous 
	High 

	Inefficiencies and delays in Procurement 
	High 
	· Proactive engagement and Monitoring by DoLR  for the procurement handled by all implementing agencies
· Monitoring through procurement plan and quarterly reports  

· Disclosure of procurement related information

· Appropriate handling of complaints


	Continuous 
	Substantial 

	Overall Risk
	High 
	
	
	Substantial


a) Establishing a procurement cell: A Procurement Cell would be established in DoLR within the first 6 months of effectiveness, comprising of staff of requisite qualification and experience and a procurement consultant firm;
b) Procurement Staff and training: DoLR has appointed an individual procurement consultant who is presently handling procurement for Neeranchal. Similarly, the participating SLNAs already have selected, or are in the process of selecting procurement officials who would be conversant with procedures in Bank funded projects or will be trained to make him/her conversant with Bank procedures. The pre-requisite for staff to handle project procurement would be in place by March 31, 2014. Once selected, these officials shall attend procurement training, following Bank Procurement Guidelines. Regular hand-holding of selected procurement staff shall continue to bring them up to speed with Bank procedures and processes; a training plan for these staff (either in place already or to be hired) shall be worked out by DoLR prior to negotiations;
c) Procurement Plan (PP): Based on the agreed cost tables DoLR, a draft procurement plan has been prepared for project implementation for the first 18 months of the project, which enlists all procurement activities to be taken up under Neeranchal and provides the basis for the procurement methods and review by the Bank. Procurement Plans will be entered in the Bank’s Procurement Plan online website (SEPA) in which approval and updates are being entered by the DoLR and approved by Bank. The initial 18 month procurement plans shall be agreed between the Borrower and the Bank's project team before negotiations and would also be published on the DoLR website and on the Bank's external website, followed by annual updating of the plans; 

d) Single Source Selection: For certain specialized assignments, DoLR has envisaged hiring certain agencies on single source selection basis. Single source justification sent by DoLR shall be reviewed by the Bank on case to case basis. These shall be included upon Bank clearance;

e) Procurement Manual: A draft manual has been prepared and covers all procurement aspects which DoLR and the participating states shall follow. Given various procurement steps, a responsibility matrix defining each player’s role and timeline shall be agreed and incorporated in the manual to ensure action is taken and completed in a timely manner. The manual shall be reviewed and agreed prior to effectiveness;

f) E-procurement: On receiving a request from DoLR for carrying out assessment for e-procurement, the system shall be assessed by the Bank and DoLR will implement the recommended and actions and use e-procurements for all contracts financed by the project;
g) Bidding Document: On the basis of the Model Bidding Documents agreed between the GoI and the Bank and updated from time to time, a Bidding Document will be prepared by DoLR and submitted for review by Bank for use in procurement under Neeranchal. The major and most critical documents (Request for Proposals - RFP/NCB) shall be prepared by DoLR and reviewed and agreed with Bank before negotiations;

h) Disclosure: The following documents shall be disclosed on the DoLR website: procurement plan and updates; procurement manual; invitation for bids for goods and works for all ICB and NCB contracts; request for expression of interest for selection/hiring of consulting services; contract awards of goods, works and all consultancy services; list of contracts following Direct Contracting (DC) or Single Source Selection (SSS) and; action taken report on the complaints received on a quarterly basis;
i) Complaint Handling Mechanism: To deal with any procurement complaints that may be received by DoLR, a complaint handling mechanism for the project shall be developed to the satisfaction of the Bank, drawing on a study completed during preparation that assessed current systems in the department for IWMP and recommended revisions;
j) Procurement MIS: Developing an online  procurement information system which will track and provide required information in regard to all procurement  activities and contracts shall be done within the first year of the project; and
k) Procurement post review: Contracts not prior reviewed may be post reviewed. In addition, internal audit shall include procurement review to ensure that systemic issues, if any are quickly addressed.

38. Methods of Procurement. Table A3-5 highlights the various procurement methods to be used for this project. These, along with agreed thresholds would be reproduced in the procurement plan. The thresholds indicated in the following table are for the initial 18 months period and are based on the procurement performance of the project. These thresholds shall remain unchanged unless modified and agreed with the Borrower based on the project performance, as and when required.  The following NCB conditions will be applicable:
a) Only the model bidding documents for NCB agreed with the GoI Task Force (and as amended for time to time), shall be used for bidding;
b) Invitations to bid shall be advertised in at least one widely circulated national daily newspaper (or on a widely used website or electronic portal with free national and international access along with an abridged version of the said advertisement published in a widely circulated national daily inter-alia giving the website/electronic portal details from which the details of the invitation to bid can be downloaded), at least 30 days prior to the deadline for the submission of bids;
c) No special preference will be accorded to any bidder either for price or for other terms and conditions when competing with foreign bidders, state-owned enterprises, small-scale enterprises or enterprises from any given state;
d) Except with the prior concurrence of the Bank, there shall be no negotiation of price with the bidders, even with the lowest evaluated bidder;
e) Extension of bid validity shall not be allowed with reference to Contracts subject to Bank prior review without the prior concurrence of the Bank a) for the first request for extension if it is longer than four weeks; and b) for all subsequent requests for extension irrespective of the period (such concurrence will be considered by Bank only in cases of Force Majeure and circumstances beyond the control of the Purchaser/ Employer);
f) Re-bidding shall not be carried out with reference to Contracts subject to Bank prior review without the prior concurrence of the Bank;
g) The system of rejecting bids outside a pre-determined margin or "bracket" of prices shall not be used in the project;
h) Rate contracts entered into by Directorate General of Supplies and Disposals will not be acceptable as a substitute for NCB procedures unless agreed with the Bank on case to case basis. Such contracts will be acceptable however for any procurement under the Shopping procedures; and
i) Two or three envelope system will not be used (except when using e-Procurement system assessed and agreed by the Bank).
Table A3-5. Procurement methods

	Category
	Method of Procurement
	Threshold (USD Equivalent)

	Goods and Non-consultant services


	ICB
	>3,000,000

	
	LIB
	wherever agreed by Bank as per para 3.2 of the guideline 

	
	National competitive Bidding (NCB)
	Up to 3,000,000 ((subject to the additional provisions agreed upon from time to time between the Recipient and the Association and referred to in the Procurement Plan)

	
	Shopping  
	Up to 100,000 as per para 3.5 of the guideline

	
	Direct Contracting
	As per para 3.7 of Guidelines

	
	Framework Agreement
	As per para 3.6 of Guidelines and procedures acceptable to the Association

	Works


	ICB
	>40,000,000

	
	NCB
	Up to 40,000,000 (with NCB conditions)

	
	Shopping  
	Up to 100,000 

	
	DC
	As per para 3.7 of Guidelines

	
	Community participation in procurement 
	As per para 3.19 of the procurement guideline.

	
	Force Account
	As per para 3.9 of Guidelines

	Consultants’ Services 
	Consultant qualification selection/least cost selection (CQS/LCS)
	Up to 300,000 

	
	SSS
	As per para 3.9-3.11 of Guidelines


	
	Individuals
	As per Section V of Guidelines

	
	QCBS/QBS/FBS 
	for all other cases

	
	Shortlist may comprise national consultants only
	Up to 800,000


39. In addition to above, the following provisions will be applicable:

· Any discount received from the bidders after bid submission deadline will not be considered either during the bid evaluation or the contract award; and
· Bids received from foreign bidders will not be rejected under NCB.

40. Review by the Bank

The Bank will undertake prior review following contracts (Table A3-6):

Table A3-6. Bank procurement review thresholds
	Procurement
	Prior Review Threshold
	Post Review Threshold

	Works 
	All contracts more than USD5 million equivalent
	All contracts below USD5 million 

	Goods 
	All contracts more than USD0.5 million equivalent
	All contracts less than USD0.5 million equivalent

	Services (Other than consultancy
	All contracts more than USD0.5 million equivalent
	All contracts less than USD0.5 million equivalent

	Consultancy Services
	>USD200,000 equivalent for firms; and

>USD100,000 equivalent for individuals
	<USD200,000 equivalent for firms; and

<USD100,000 equivalent for individuals


41. In addition, the justifications for all contracts to be issued on Limited International Bidding (LIB), single-source or direct contracting basis will be subject to prior review. Above thresholds are for the initial 18 months period and are based on the procurement performance of the project, these thresholds will be modified. The prior review thresholds will also be indicated in the procurement plan. The procurement plan will be subsequently updated annually (or earlier/later, if required) and will reflect the change in prior review thresholds, if any. 
42. Frequency of Procurement Supervision: The Bank will normally carry out implementation support missions on a semi-annual basis, including assessments of procurement performance. The frequency of the missions, or smaller ‘procurement focused’ visits, may be increased or decreased based on the procurement performance of the project. The Bank will carry out an annual ex-post procurement review of the procurement falling below the prior review thresholds.

43. Government owned enterprises or institutions in India may be hired for assignments of a unique and exceptional nature if their participation is considered critical to project implementation and achievement of the PDO. In such cases, the conditions given in clauses 1.13 of the Consultant Guidelines shall be satisfied and each case will be subject to prior review by the Bank. Similarly goods, non-consultancy services or works supplied/carried out by a government-owned unit that is not managerially, legally or financially autonomous shall be considered as a Force Account for which paragraph 3.9 (Force Account) of the Procurement Guidelines will be applicable with prior review of the Bank.
Environmental and Social (including safeguards)

44. A Strategic Environmental and Social Assessment (SESA) was undertaken to identify any key as well as residual environmental and social impacts and potential mitigation measures. For this, a two-phase approach is being adopted. The first phase of the SESA suggests a framework for managing the environmental and social risks of the project by identifying potential adverse impacts and appropriate mitigation measures. It focuses on the current affairs of IWMP, impacts of ongoing and planned investments, institutional capacities and challenges, as well as environmental and social risks, project specific monitoring measures and recommendations for going forward. The findings are based on an analysis of watersheds in four districts spread across four sample states
. Since a detailed policy level review has not been undertaken in SESA Phase I, it will be undertaken under SESA Phase II during project implementation.
45. The project is primarily providing technical assistance for institutional development, generation and adoption of new and innovative technology for watershed planning, and training and capacity building of stakeholders. There would be financing of limited, small scale demonstrative field investments, such as piloting innovative approaches for water and soil conservation work. Minor office upgrading could also be supported. The value addition of Neeranchal comes through enhanced social inclusion, improved M&E systems, and community mobilization, besides improved environmental sustainability gains of the IWMP. Therefore, the proposed investments pose no significant and/or irreversible adverse environmental and social impacts and, on the contrary, provide opportunities to improve the social and environmental outcomes of the IWMP. No lands will be acquired under the project. However, some risks are possible, for example: issues related to water quality and quantity, groundwater levels, soil fertility, water holding capacity of soils and erosion rates, vegetation/forest cover, land holdings and livestock population, fodder and fuel-wood availability etc. The key potential social issues identified are low levels of participation and inclusion of poor and vulnerable communities, lack of equity in benefit sharing, inadequate decentralizing service delivery and poor human and institutional development. 
46. Given the above, the project is rated as Category B and triggers the Environmental Assessment (OP/BP 4.01), Natural Habitats (OP/BP 4.04), Pest Management (OP/BP 4.09), Forestry (OP/BP 4.36) and Indigenous Peoples (OP/BP 4.10). No safeguard policies on Projects in International Waterways and Projects in Disputed Areas are triggered by the project.
47. Based on the environmental, social and institutional issues/risks/challenges identified, the SESA (Part I) has developed an exhaustive Environmental and Social Management Framework (ESMF) that includes the following:

· World Bank Safeguards Policies triggered and applicable Government of India Policies

· Screening and Categorization of Sub-Project activities (see Table A3-7)
· Potential Impacts and their Mitigation

· Safeguards Implementation Arrangements

· Specialized Safeguard Strategies

· Safeguards Monitoring Plan

48. Safeguards implementation arrangements: Given that there is presently low capacity at the national, state, district and watershed level within the IWMP structure on issues related to environmental and social safeguards, an Environmental and Social Cell (ESC) is proposed with dedicated environmental and social specialists who would be involved in building capacities, providing guidance, monitoring and evaluation, documentation and communication. However, as and when required, they would contract additional human resources (individual and/or institutional) for additional technical support, monitoring and evaluation, special focused studies on safeguards and training. The ESC would initially be located within the DoLR. The second phase of the SESA would evaluate the institutional placement of the ESC and recommend accordingly. 
49. Budget for implementing ESMF: Given that the sub-project details are not available at this point, a dedicated budget cannot be developed or earmarked now.  Neeranchal would fully finance the cost of hiring personnel at the ESC, imparting training and capacity building on safeguards, including development of specific modules. The Monitoring and Reporting on safeguards would be fully financed by the project as part of the broader development of a comprehensive M&E system in participating states and linked to DoLR (see next section on Project Monitoring and Evaluation). The DoLR would dedicate adequate budget to undertake this work.
50. Specialized safeguard strategies: In order to cover the key shortfalls and gaps identified during SESA and to address potential risks, three specialized safeguards strategies have been developed that would be implemented during the project implementation. These are:

a) Pest Management Plan and Integrated Pest Management Strategy

b) Indigenous Peoples Development Framework and Plan

c) Capacity Building Strategy

Table A3-7.Screening and categorization of sub-project activities
	Sub-Project Category
	Screening Criteria
	Remarks

	Category A
	· Sub-projects involving significant construction activity (for example new buildings, village and access roads, dams over 10 m high etc.)

· Sub-projects requiring land acquisition
	· Would require location specific EMP(to be developed once activity is identified)

· Sub-projects involving land acquisition would not be supported under Neeranchal

· No such activity is likely to be financed under the project that conforms to category A, however in future if any such proposal is approved, an EMP-site specific EMP would be prepared, which would be cleared and monitored by PIU, DoLR

	Category B
	· Sub-projects involving minor construction activity (E.G. water diversion structures, small check dams, creation of water impoundment of up to 5 Ha, minor repairs to existing office buildings and soil stabilization works etc.)

· All agriculture related activities (pest management, Integrated Pest Monitoring Network (IPNM), Integrated farming etc.)

· All plantation sub-projects on forestlands and non-forestlands, involvement of CPR etc.

· Creation of new community institutions (village level committees, SHGs), etc.
	· The provided mitigation measures would be applied during the activity

· Available Environmental and Social Guidelines (ESG) from the Mid-Himalayan Watershed Project, Technical Guidance from Sujala 1 and 2 would be applicable and should be followed while undertaking category B sub-project activities

· Sub-projects would be monitored throughout the implementation and reported using the given monitoring indicators

	Category C
	· All sub-projects involving training & capacity building, awareness workshops, purchase of minor agriculture, IT equipment etc.
	· No safeguards related monitoring is required


51. Safeguards monitoring plan: Whereas the Common Guidelines - 2008 for Watershed development Program emphasizes participatory Monitoring, Evaluation and Learning (MEL) in IWMP, there are gaps in the system as well as varying requirements for monitoring at different levels and for different social and environmental setting. The impact centered SESA proposes monitoring indicators to track the improvement (or reverse) of key watershed outcomes (Table A3-8). The indicators cover soil erosion and quality, groundwater status, natural resource management, and pest management on environment side and on the social side these would monitor participation, gender and inclusion of marginalized groups. It also includes indicators to follow up on the implementation of the ESMF. These are in addition to the indicators that the project would be monitoring as part of its overall program.

Table A3-8. ESMF monitoring approach
	Parameter
	Indicators for monitoring
	Who will monitor
	Frequency of monitoring

	ESMF implementation
	· ESC fully staffed

· Field visits undertaken for monitoring ESMF implementation

· Technical indicators measured and reported in the annual project progress reports
	ESC, DoLR, SLNA, WCDC
	Annual


Project Monitoring & Evaluation 
52. Current capacity and availability of data: Despite adequate central resource allocations and guidelines under IWMP, which allow for adoption of some of the good practices such as engaging 3rd party specialist agencies, M&E and MIS structures have been applied inconsistently across states, often with little in the way of results-oriented monitoring. At the national level, while DoLR has an overall MIS
, this does not always provide consistent data; it is also largely oriented on physical and financial performance only.

53. M&E implementation arrangement: DoLR will contract an external independent agency, which will support the internal M&E Cell. The third party agency may work with 3-4 regional partner M&E agencies to provide in-depth support to the SLNAs and strengthen their existing M&E and MIS for IWMP.  Third party monitoring will enhance the transparency and credibility of the program. It would also help to inculcate a learning process during the project cycle and guide management in taking corrective measures.
54. Strengthening IWMP monitoring and evaluation: A range of tools will be necessary for the project to monitor and assess basic changes in IWMP progress and delivery, and better understand the processes and impacts of IWMP.  Input-output and processing monitoring would be continuously monitored from the field on a monthly basis and entered in a GIS web application. Neeranchal will be supporting strengthening of GIS, MIS and database systems and data bases, both at the national level (sub-component 2.2) and state level (sub-component 3.1). Good practices from other states such as Karnataka and Andhra Pradesh will be examined and processes transferred where appropriate, and these states used as hosts for exposure visits. Impact evaluations would include both quantitative and qualitative dimensions at mid-term and end-of-project against a baseline. Participatory self-monitoring by community institutions (social audit) would be a key pillar to assess their own organizational capacity development as well as progress towards sustainable livelihoods, and as learning mechanism.
55. Learning processes: The objective of the M&E system will be to reinforce a culture of results-based management and provide for better evidence-based decision-making processes, of both strategic and operational nature at all levels. The M&E system will add considerable data and study results, which will be very useful for capacity building as well as any recommendations for project and program policy changes. The NIDC will provide documentation, learning and sharing platform to the M&E managers, staff and specialists at all levels.  It is foreseen that documented M&E and learning information would play a fundamental role in the further roll out of project lessons and approaches across the IWMP in other states and watershed programs.
56. Neeranchal project specific arrangements: The M&E of Neeranchal-specific results will be done within the above described system to be set up for DoLR as a whole. However, to ensure Neeranchal activities and results are properly monitored, the overall M&E system in DoLR and in the participating SLNAs will have additional emphasis, activities and resources to better monitor project outcomes. More focus will be placed on assessing incremental changes as a result of project efforts, in monitoring capacity and institutional changes, and adoption and utilization of project innovation and knowledge products, and improved watershed planning and M&E processes at all levels. These monitoring activities are covered mainly under component 4.4, and will include additional incremental resources, for example for baseline work, impact studies and process monitoring, and any additional data required to ensure full evaluation. Under Component 4, the project will have additional M&E specialists who will endure project specific monitoring and assessment is carried out fully, and coordinated with M&E in other components. 

Role of Key Implementing Partners and Implementing Agencies
57. The project will need to implement specific activities with support from key institutions who are uniquely positioned in terms of expertise, knowledge and national (and in some cases) global experience. At this time, one institution has been identified. A brief justification for DoLR using NIH for implementation, through a Memorandum of Understanding, is as follows:
National Institute of Hydrology (NIH), India -implementing agency.
(a) Selected as an Implementing Agency. A Memorandum of Understanding shall be agreed and signed between NIH and DoLR.
(b) Task. The NIH would lead the development of hydrological decision support systems and capacity building programs to implement these with DoLR and in participating states.
(c) Brief reason for selection as an Implementing Agency. The NIH, established in 1978 as an autonomous organization under Ministry of Water Resources (Government of India), is the premier R&D institute in the country to undertake, aid, promote, and coordinate basic, applied and strategic research on all aspects of hydrology and water resources development. The Institute is the apex national body dealing with various aspects of hydrological sciences. The Institute has been declared as a Science and Technology organization by the Ministry of Science and Technology (GoI). The Institute has undertaken a number of internationally funded projects, including those from (United Nations Development Program (UNDP), United States Agency for International Development (USAID), United Nations Economic and Social Council (UNESCO), the World Bank, Netherlands, Sweden, and the European Union. The NIH acts as a Center of Excellence for the transfer of technology, human resources development and institutional development in specialized areas of hydrology, and conducts user defined, demand-driven research through collaboration with relevant national and international organizations. NIH vigorously pursues capacity development activities by organizing training programs for field engineers, scientists and researchers, Non-Government Organizations (NGOs). More than 400 training courses have been organized on different topics for participants from central and state government, students, NGOs and practitioners.  NIH is a Government owned Research Institute and their services are of unique and exceptional nature and their participation is critical to project implementation. No other suitable private sector alternative is available to take up this work.
	Annex 4: Operational Risk Assessment Framework (ORAF)

	India: Neeranchal National Watershed Project 



	Project Stakeholder Risks

	Stakeholder Risk
	Rating 
	Substantial

	Risk Description:
	Risk Management:

	Department of Land Resources (DoLR) manages the GoI flagship watershed program, the Integrated Watershed Management Program (IWMP) covering 27 states. They have the experience and capacity of managing multistate projects. However, there is a risk of delay in implementation.
	DoLR has shown a high level of commitment and ownership for the proposed project. They have prepared a detailed PIP and have recruited the PIU. All the partners have been identified and scope of work been finalized. Bank team would work very closely with the PIU during the first year of implementation to ensure introduction and adoption of business processes in order to effectively implement a multi-state project.

	
	Resp:
	Status:
	Stage:
	Recurrent:
	Due Date:
	Frequency:

	
	Client
	In Progress
	Implementation
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	Implementing Agency (IA) Risks (including Fiduciary Risks)

	Capacity
	Rating 
	Substantial

	Risk Description:

(a) DoLR and SLNAs have not yet implemented a time bound, World Bank-supported project. There will be multiple implementing agencies, with low capacities; this presents a risk of Bank processes and procedures and guidelines not being consistently met. Limited procurement capacity and non-availability of any consistent system may result in delays, higher costs and inconsistencies during implementation. To deliver on a project mode will require adequate staffing and intensive capacity building activities, efficient internal controls and management systems and procedures. Setting up proper systems, building capacities, and reforming some of the existing procedures/systems will take time and resources which may adversely affect the project performance.

(b) Financial management arrangements for the ongoing IWMP program suffer from weaknesses with respect to the quality and reliability of in-year financial reporting. As for all Central Plan Schemes, releases of funds by GoI to the states are recognized as  Grants in Aid’ in its accounts and are reported to the Parliament as expenditures. Downstream financial management aspects such as fund utilization, financial reporting and audit assurance receive insufficient management attention.
	Risk Management:

	
	To improve the project management capacity of DoLR, technical assistance has been provided to DoLR and participating states during preparation, some of this assistance would continue through the implementation phase. A strong PIU has been established in DoLR during preparation.  In the longer-term, a Central Level Nodal Agency (CLNA) will be set-up in the Ministry for ensuring more efficient management during project implementation and beyond.  It is envisioned that the PIU would be linked to the CLNA. The life of the project is proposed for 6 years to provide sufficient time for these reforms to take root.

Detailed procurement assessment suggests that DoLR, the national nodal agency and SLNAs have limited procurement capacity. This is a technical assistance project and will mainly involve procurement of consultancies and some sophisticated equipment including some office goods. The following measures are being planned to address some of the capacity needs: 

· DoLR will be creating a dedicated cell adequately staffed and supported by procurement consultant for managing, monitoring procurement activities and providing support both to DoLR and SLNA. Officers of this cell will undergo appropriate procurement training at the Administrative Staff College of India (ASCI) Hyderabad during the first year of the project. .

· To ensure consistency in processes and procedures among all the participating States a procurement manual is being developed which will comprise various procurement forms and agreed bidding documents.

· A robust contract management and monitoring system shall be put in place which will be linked to the procurement plan. Technical audits will be undertaken for complex technical contracts. Regular meetings will be held between major technical contractors and PIU, and reports shared with the Bank. The procurement plan will also include clear procurement methods and time schedules. The plan shall be updated on a regular basis and at least once a year. 

· Procurement post-review will cover all eligible projects and ensure that there is sufficient and appropriate contract sampling within each project. It will also ensure adequate follow-up on all post review findings.

	
	Resp:
	Status:
	Stage:
	Recurrent:
	Due Date:
	Frequency:

	
	Client
	In Progress
	Implementation
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	Risk Management:

	
	The financial management arrangements for the project have been designed to factor in the identified weaknesses but also with the intent to strengthen the systems for IWMP as a whole. Within these overarching objectives, it has been agreed that the financial management arrangements for the project will be embedded within IWMP and will build upon the strengths of the existing arrangements. In order to address the identified weaknesses and the associated risks for the project, the following mitigation measures have been built into the design:

•
Dedicated financial management cell with staff of requisite qualifications and experience will be created at the national and state levels to strengthen the quality of oversight on the financial management arrangements;

•
Form and content of the interim financial reports will be agreed and documented. These financial reports will initially be limited to the project but will be extended across IWMP over time; 

•
Enhanced processes for selection of auditors at state level will be agreed. The external auditors will be selected on competitive basis with due regard to quality and will audit to specific TORs. 

The Central Plan Scheme Monitoring System (CPSMS) developed by the Planning Commission and the Office of the Controller of Accounts, Ministry of Finance, GoI with the objective of establishing an on-line financial management information systems and a suitable decision support system for Centrally Plan Schemes of GoI will be rolled-out in the participating states during the project implementation period.

	
	Resp:
	Status:
	Stage:
	Recurrent:
	Due Date:
	Frequency:

	
	Client
	In Progress
	Implementation
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	Governance
	Rating 
	Moderate

	Risk Description:
	Risk Management:

	Risk Description: Based on experiences and learning from other projects and given the findings of the Country Procurement Assessment Report (CPAR), the governance mechanism is generally weak. This will require clear cut delegation of power with accountability and a robust monitoring and internal control mechanism.  Inadequacy of complaints redressal mechanisms is a risk that would affect the timeliness and adequacy of complaint handling
	The project has developed a detailed Governance and Accountability Action Plan (GAAP) which articulates the key governance issues. The GAAP also has an action plan to address delegation of power, accountability and transparency measures, and complaint handling system.

GAAP also has details of how the Right to Information act would be used to increased transparency and accountability in project implementation. GAAP envisages the use of various Information and Communications technology (ICT) tools to increase accountability.

	
	Resp:
	Status:
	Stage:
	Recurrent:
	Due Date:
	Frequency:

	
	Client
	In Progress
	Implementation
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	Risk Management:

	
	While the project is not directly investing in field activities, it will still aim to improve integrity and accountability mechanisms in IWMP, drawing on experiences that have been piloted for the implementation of certain policies and projects, like the Social Audit process in NREGS. Various state-specific watershed projects and other Bank supported projects have also pioneered a number of social accountability mechanisms like grievance hot lines and call centers and appointment of Right to Information nodal officers.  Similar, innovative mechanisms will also be adopted under this project for IWMP.

Effective procurement arrangements are being put in place which will enable adequate oversight. In addition the concurrent M&E system to be put in place, will flag issues which need to be closely monitored and reviewed.

	
	Resp:
	Status:
	Stage:
	Recurrent:
	Due Date:
	Frequency:

	
	Client
	In Progress
	Implementation
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	Project Risks

	Design
	Rating 
	Moderate

	Risk Description:
	Risk Management:

	There is a risk that states carry on with the old model of IWMP implementation.
	Rules of engagement have been spelt out in consultation with the participating states. Incentive mechanisms have been developed for the states to adopt better planning and management practices taking into account the hydrology and other decision support systems.

	
	Resp:
	Status:
	Stage:
	Recurrent:
	Due Date:
	Frequency:

	
	Client
	In Progress
	Implementation
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	Social and Environmental
	Rating 
	Moderate

	Risk Description:
	Risk Management:

	While the project is not directly investing in on-the-ground activities, there is a good opportunity to improve the environmental sustainability of investments made on watershed management in other schemes such as IWMP. Due to weak coordination amongst the various line departments and agencies at the district level, DoLR may have limited capacity, mandate and technical strength to influence the maximization of environmental gains and mitigate adverse environmental impacts of watershed management practices. Key challenge would be to mainstream environmental and social sustainability practices and processes into the IWMP implementation cycle.

There is scope to indirectly enhance social development outcomes in IWMP, however risks may be associated with limited capacity at national and state levels, and lack of convergence between various activities may remain a challenge.  There is a risk of exclusion of vulnerable and/or traditional groups around resource use, and gender based discrimination.
	Capacity building of DoLR in environmental management would be undertaken through training, exposure visits, and technical workshops

•
New processes would be developed to mainstream some critical safeguards action relating to use of agrochemicals, inclusion of poor and marginalized in the decision making and screening investments from an environmental and social sustainability prism.

•
Setting up of an Environmental and Social Cell for mainstreaming environmental and social best practices in watershed management, which would provide technical, operational and implementation support across all line departments and agencies.

•
Regular technical training, and exposure visits to national and international watershed sites would be organized that have demonstrated good environmental management while improving watershed outcomes. 

•
Sensitization and capacity building of DoLR on inclusion, participation and transparency for IWMP, would be built through consultations/seminars/workshops that would be organized from time to time for SLNA (state level), Gram Panchayat, Watershed Committees, and farmers. 

•
A second phase of Strategic Environmental and Social Assessment (SESA) would be undertaken during early stages of project implementation that would learn from the implementation experience of IWMP, identify potential policy and program level process, potential reform options and opportunities for mainstreaming environmental and social safeguards within IWMP.

•
Environmental and social safeguards would be built into operating manuals for IWMP.

•
A Grievance Redress Cell would be established at National and State level with representatives from various stakeholders. This will be linked with the existing compliance arrangements with the Right to Information Act.

	
	Resp:
	Status:
	Stage:
	Recurrent:
	Due Date:
	Frequency:

	
	Client
	In Progress
	Implementation
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	Program and Donor
	Rating 
	Low

	Risk Description:
	Risk Management:

	Not applicable
	

	
	Resp:
	Status:
	Stage:
	Recurrent:
	Due Date:
	Frequency:
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	Delivery Monitoring and Sustainability
	Rating 
	Moderate

	Risk Description:
	Risk Management:

	The project cuts across 8 states and the parallel IWMP and NREGS investments will be highly dispersed. There is a possibility that aggregating sustainability indicators may be difficult and also, in generalizing the results at the national level.
	The project will set-up a comprehensive M&E system between DoLR and all states to better gauge sustainability aspects. The project will apply 3rd party monitoring to all project activities. M&E will encompass input-output, process and impact assessments. The project will also integrate community level monitoring into the M&E system, supported by GPS enabled technology such as smart phones or tablets. Monitoring and evaluation studies will measure performance against agreed baseline indicators. Enhancing procurement and contract management capacity of the central nodal and state agencies will be a priority during preparation.

	
	Resp:
	Status:
	Stage:
	Recurrent:
	Due Date:
	Frequency:

	
	
	
	
	[image: image39.png]



	
	

	Other (Optional)
	Rating 
	

	Risk Description:
	Risk Management:

	
	

	
	Resp:
	Status:
	Stage:
	Recurrent:
	Due Date:
	Frequency:
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	Other (Optional)
	Rating 
	

	Risk Description:
	Risk Management:

	
	

	
	Resp:
	Status:
	Stage:
	Recurrent:
	Due Date:
	Frequency:
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	Overall Risk

	Overall Implementation Risk:
	Rating 
	Substantial

	Risk Description:

	Institutional capacity and stakeholder risks are rated substantial. While the project has the advantage of complementing and supporting an existing centrally financed scheme (IWMP), which has its own internal structures and well-established implementation procedures, many staff in both DoLR and SLNAs in participating states have little experience with Bank procedures, particularly with procurement.  The proposed project is largely providing technical support and is not financing major civil works. Accordingly, appropriate risk mitigation measures include: applying 3rd party monitoring to all project activities; undertaking technical audits of complex contracts; integrating community-based monitoring based on GPS enabled phones for state level activities; improving the IWMP grievance redress system; strengthening state and central procurement capacities and systems, and requiring regular meetings between major technical contractors and PIU, and sharing reports with the Bank.


Annex 5: Implementation Support Plan
india:  Neeranchal National Watershed Project
Strategy and Approach for Implementation Support

1. There is a challenge of scale, spread and implementation complexity in providing effective and efficient implementation support and supervision. Therefore, the overall implementation support and supervision strategy is mainly focused on developing the capacity of the client to lead implementation support, technical assistance and supervise the implementation. The intention behind a client-led approach is to build a system and culture within the IWMP implementation apparatus to provide good quality implementation support and supportive supervision in overall management and implementation of IWMP.  The Neeranchal project has learned useful lessons from other World Bank-supported projects in India that are dealing with multiple states and centrally sponsored schemes with respect to implementation support.
2. The Neeranchal project design focuses on innovation and technology transfer, technical assistance and capacity building, supporting the DoLR to improve the processes and technologies into the broader IWMP in participating project states. The project will support a number of investments at the national and the state level, with majority of the investments earmarked for the states. It is envisaged that the knowledge, learning and replicable models developed from investments at the national level would improve the effectiveness of state-level IWMP operations for farmers and communities, convergence-integration with other relevant sectors and schemes, and adoption of innovative practices. Hence, it is paramount that the project adopts an innovative supervision strategy that makes the best use of the limited resources of the GoI, state governments, and the World Bank.

3. The project aims at improving effectiveness of IWMP in developing the capacity of DoLR and SLNA in providing knowledge based implementation support and supportive supervision to their respective constituents. As the mandate and scope of IWMP is much larger the scope of the project, supervision needs to be very strategic. The project will be mainly supervised by the Neeranchal PIU-DoLR at the national level and SLNA in participating states. 
4. As a strategy, the project is supporting DoLR to engage various organizations as implementing partners and institutions. In particular, a contract agency may be recruited by DoLR to provide close support on implementation and quality control of technical aspects, especially R&D in Component 2. The selected agency would field a small technical team at the national level to work closely with SLNAs and their district and field-level technical teams in participating states, supported by agency field staff as required for each state. 

5. The Bank implementation support missions will be primarily dependent on information generated through the MIS, concurrent evaluations, process monitoring, progress reports and information/reports generated through the M&E systems of the DoLR and states. The Bank will carry out thematic missions depending on demand and need basis to certain states with thematic implementation support teams. The purpose of theme based missions is to ensure direct technical assistance from Bank specialists/consultants on specific thematic need and issue rather than generic missions as has been the normal practice. All Bank led implementation support missions will be jointly planned and undertaken with DoLR and representative(s) from the participating states. 

6. It will be very challenging for Bank task team to provide direct implementation support to all participating states on a regular basis, both from a budget and staffing perspective. Therefore, in addition to information gathered by the DoLR MIS and M&E systems, augmented by field inputs by contracted support agencies, during the formal implementation support missions every 5-6 months, the Bank teams will visit a maximum of 2-3 states and will conclude with a workshop comprising of representatives from all participating states. On a rotating basis, participating states would organize and host these supervision workshops. The purpose of such an approach is to ensure cross-learning, introduce a sense of competitiveness among participating states and also, provide states with a platform to showcase the good work they are doing. 

7. As with the earlier Bank-supported watershed projects, the emphasis for implementation support would be on flexibility to allow for ongoing adjustments in project activities, implementation approach, and direction based on the M&E results as well as a third-party agency. This approach worked extremely well with the earlier Karnataka Watershed Development Project (Sujala), where regular adjustments to project implementation and management were made following each supervision mission, and based on high quality ongoing monitoring. 
8. A key focus on implementation would also be on disbursements relative to emerging savings and/or deficits in the overall budget allocation, as well as based on any major exchange rate fluctuations.  Decisions can then be made to propose additional work or cancel part of the credit (in the case of projected savings), or alternatively to augment the allocation (in the case of projected deficits) to any component or state.
9. Keeping in mind the need to maintain flexibility over project activities, an Implementation Support Plan (ISP) will be prepared annually to ensure that it continues to meet the implementation support needs of the project. The ISP will reflect preliminary estimates of skill requirements, timing, and resource requirements.  A preliminary ISP is shown in Table A5-1.
10. The World Bank will neither supervise nor be responsible for the quality of application of investments and activities that are not financed by this project. The World Bank supervision will be limited to the activities and investments financed by this project.

Table A5-1. Preliminary implementation support plan

	Time
	Focus
	Skills Needed
	Resource Estimate (USD)
	Partner Role

	First twelve months
	Strengthening the foundation for project implementation and disbursements, and M&E
	Procurement and financial management + other core team members with additional strength for M&E
	$100,000
	Contracted agencies will contribute to field oversight for Bank and DoLR along with M&E agency

	12-48 months
	Operational support for client in first phase of intensive investments in project sites, assist with gathering lessons learned, and ensure this information is used to support broader scaling up in the latter years of the project.
	Technical specialists based on thematic focus of specific missions, emerging issues, and demand from client. These could include hydrology, DSS, remote sensing, conservation agriculture, knowledge sharing systems, etc.
	$100,000 per year
	Contracted agencies  will contribute to field oversight for Bank and DoLR along with M&E agency

	Other
	Project will wind down in final year of project.  Supervision missions will lay the groundwork for the Implementation Completion and Results (ICR) report
	Technical specialists focusing on M&E results, economic analysis, etc., in addition to core team
	$150,000
	Contracted agencies will contribute to field oversight for Bank and DoLR along with M&E agency


Annex 6: IWMP Overview and Assessment
India:  Neeranchal National Watershed Project
Background

1. Watershed development is crucial for India’s development as it has the potential to serve the objective of environmental sustainability, productivity enhancement, livelihood promotion and inclusive growth.  It is one of the key strategies adopted by Government of India to enhance growth with equity in the dry land, rainfed regions of the country. With an estimated 78 million hectares of rain fed area and more than 65 million ha classified as degraded land the importance of watershed development for resource conservation and livelihood promotion cannot be underscored sufficiently. 

Some Notable Milestones in India’s Watershed Policies and Programs
2. The following outlines key stages in India’s watershed development from 1956:
· 1956. Establishment of Central Soil and Water Conservation Research and Training Institute (CSWCRTI) followed by watershed activities in 42 locations 

· 1973. Review of the Watershed Development program by Task Force
· 1973-74. Launch  of the Drought Prone Areas Program (DPAP)
· 1977-78. Introduction of Desert Development Program (DDP)
· 1982. Task force to assess DPAP and DDP program
· 1988-89. Introduction of Integrated Wastelands Development Program (IWDP)

· 1990. Introduction of National Watershed Development Project for Rainfed Areas NWDPRA – WARASA Guidelines 

· 1994-95. Introduction of comprehensive guidelines for watershed development under Ministry of Rural Development (MoRD)
· 2000. WARASA-Janshabhgita Guidelines issued by Ministry of Agriculture (MoA)
· 2003. Hariyali Guidelines: attempt to integrate watershed with Panchayati Raj Institutions (PRI)
· 2005. Technical Committee on Watershed Programs in India and establishment of National Rainfed Area Authority (NRAA)
· 2008. Common Guidelines for Watershed Development and formulation of IWMP, building on the DPAP, DDP and IWDP of the Department of Land Resources.
· 2009. Operational launch of IWMP
· 2011. Revision of Common Guidelines (Draft) 

3. National policies on watershed development around the world are impacted by program experiences (World Bank 2008)
. This is also reflected in India’s experience; watershed development programs developed in an iterative fashion where learning and experiences emerging from implementation and practice brought about changes in policies and strategies, over a period of time. The policy evolution in India may be viewed as a positive response reflecting the country’s commitment to watershed development and its importance for the development of rainfed agriculture and rural livelihoods. In India, the driving force for ongoing program review and change over time has largely been the central government and in particular the Ministry of Finance and the Planning Commission. The aim of many of the recent program reviews and restructuring has been to try and improve the disbursement of funds that are released, along with achieving better impacts from these expenditures. 
Impacts of Watershed Programs in India
4. Since 1973, the various watershed programs (excluding IWMP) have treated an estimated 51 million ha at a total cost of approximately USD4.0 billion resulting in an average cost of just under USD$80 per ha. In terms of benefits, ICRISAT undertook a meta-analysis of studies past and ongoing watershed programs in 2008. The study found:
· Average employment was 155 person days per ha/year;
· Average increase in irrigated area was 52 percent;
· Average increase in cropping intensity was 36 percent; and 
· Average surface water run-off was reduced by 45 percent
It is difficult to determine the veracity of these estimates, which were drawn from a wide range of reports and studies of varying quality. Depending on the indicator for example, the results were drawn from between 99 and 339 different reports. The variation from the mean result was also quite high across these indicators. While the results show that various Indian watershed programs preceding IWMP appear to have generated positive benefits, the results are clearly not consistent. It also points out that India lacks an effective central mechanism to report on the inputs, outputs, processes, and impacts of national watershed programs in a comprehensive manner. While DoLR has developed a comprehensive results framework for IWMP and made projections of targets for a number of useful indicators, very little data are currently available on the results to date, nor of the specific results from earlier programs. It is not possible to develop a comprehensive table, which presents time series data of annual program investments compared to actual outputs and impacts. It is also not possible to assess efficiencies of specific interventions such as average plantation cost or seedling survival in plantations for example. Addressing this gap is a major priority of the Neeranchal project.
Salient Features of IWMP

5. The scheme was launched during 2009-10. The program is currently being implemented as per Common Guidelines for Watershed Development Projects 2008 (revised 2011). The main objectives of the IWMP are to restore the ecological balance by harnessing, conserving and developing degraded natural resources such as soil, vegetative cover and water. Primary desired outcomes include prevention of soil erosion, regeneration of natural vegetation, rain water harvesting and recharging of the ground water table. 
6. The following provides a synthesis of key features of IWMP, drawn from the operating guidelines:

· Setting up of dedicated institutions with multi-disciplinary experts at state level (SLNA), District level (WCDC), Project level - Project Implementing Agency (PIA) and Village level - Watershed Committee (WC);
· Cluster approach in selection and preparation of projects: average size of project - about 5,000 ha;
· Enhanced Cost Norms from INR6,000 per ha to INR12, 000/ha in plains; INR15, 000/ ha in difficult/hilly areas;
· Uniform funding pattern of 90:10 between DoLR and states;
· Release of central assistance in three installments (20 percent, 50 percent& 30 percent) instead of five installments;
· Flexibility in the project period, expanding the time frame from 4 to 7 years;
· Scientific planning of the projects by using information technology, remote sensing techniques, geographic information system facilities for planning and monitoring & evaluation;
· Introduction of new livelihood component with earmarking of project funds under watershed projects. Nine percent of project funds are for livelihoods for people with no assets, and 10 percent for production system and micro-enterprises;
· Delegation of power of sanction of projects to states; and
· Earmarking project funds for specific activities (see Table A6-1).
Current Institutional Arrangements for IWMP
7. A general schematic of the IWMP institutional structure and functional relationships with DoLR is presented in Figure A6-1.The central (Department of Land Resources) has the mandate for the following important functions:
· Facilitate allocation of the budgetary outlay for the projects among the States;
· Interact with State and District Level Agencies, facilitate and ensure smooth flow of funds to the Watershed Cell cum Data Centers (WCDCs);
· Establish Common Guidelines for Watershed Development Projects as per the fund flow norms as well as recommendations from the State Level Nodal Agencies;
· Actively support capacity building programs at all levels;
· Strongly support, augment, and initiate Information, Education and Communication (IEC) activities with modern IT inputs;
· Ensure close monitoring through on-line systems;
· Establish suitable systems for field visits, monitoring, social audits and impact assessment through interaction with state and district level agencies for effective implementation of the projects at ground level;
· Prepare a panel of evaluators or evaluation agencies and undertakes evaluation studies, impact assessment studies and such other evaluation tasks as deemed fit from time to time;
· Facilitate participation in national, regional and international conferences, seminars and workshops, study tours, research/ field studies and information sharing;
· Act as an effective coordinating mechanism between all bodies, organizations, agencies, departments, Ministries etc. which are involved in watershed programs; and
· Undertake all such activities which are useful for the purposes of ensuring that watershed programs become major vehicles for the overall and all round development of rainfed areas in the country.
Table A6-1. IWMP budget allocation for field implementation – revised 2011 guidelines

	Budget Component
	% of Budget

	Project management

· Administrative costs

· Monitoring

· Evaluation
	10

1

1

	Participatory phase

· Entry point activities

· Institution and capacity building

· Detailed project report (DPR Plan)
	4

5

1

	Watershed works phase

· Watershed development works

· Livelihood activities for asset-less persons

· Production system and micro-enterprises
	56

9

10

	Consolidation phase
	3

	TOTAL
	100


8. The funding support for DoLR at the central level comes primarily from the budget of MoRD. It may also receive support from other institutes and agencies both national and international, corporate entities, and such other organizations which seek to support programs on watershed mode.
9. A dedicated State Level Nodal Agency (SLNA) is constituted by the State Government as a registered society, with an independent bank account. The state has flexibility to utilize or strengthen an existing state level agency/department/organization to be the SLNA. Central assistance for SLNA from IWMP is transferred directly to the account of the SLNA. The SLNA reviews the program and provides an enabling mechanism to set up a State Data Cell to ensure regular reporting to DoLR. There is a multi-disciplinary professional support team at the SLNA level to implement the program. The SLNA will have a full-time chief executive officer (CEO) who may be a serving Government officer on deputation, or appointed on a contract of not less than three years with the SLNA. 
Figure A6-1. IWMP Institutional Structures
10. The SLNA generally consists of one representative from the NRAA, one representative each from the Central Nodal Ministries, one representative from the National Bank for Agriculture and Rural Development (NABARD), one representative each from the State Department of Rural Development, Agriculture, Animal Husbandry, Forest and allied sector, one representative from Groundwater Board and one representative from an eminent voluntary organization and two professional experts from research institutes or academia in the state. There will be also representation from the NREGS and other related implementing agencies at the state level. A team of up to four to seven professional experts can assist the SLNA. This team is selected by the SLNA either on deputation from experts available from the line departments or, in case such experts are not available, they may be engaged on contract basis from the open market. Their disciplines will inter-alia, include agriculture, water management, capacity building, social mobilization, information technology, administration and finance/ accounts, etc. A requisite number of administrative staff will support this team of experts.
11. The mandate of the SLNA is to:

· Prepare a perspective and strategic plan of watershed development for the state on the basis of plans prepared at the block and district level and indicate implementation strategy and expected outputs/outcomes, financial outlays and approach the nodal agency at DoLR for appraisal and clearance;
· Establish and maintain a state level data cell from the funds sanctioned to the States;
· Provide technical support to Watershed Cell cum Data Centre (WCDC),throughout the state;
· Approve a list of independent institutions for capacity building of various stakeholders within the state and work out the overall capacity building strategy in consultation with NRAA/Nodal Ministry;
· Approve Project Implementing Agencies identified/selected by WCDC/District Level Committee by adopting appropriate objective selection criteria and transparent systems;
· Establish monitoring, evaluation and learning systems at various levels(internal and external/ independent systems);
· Ensure regular and quality on-line monitoring of watershed projects in the state in association with Nodal Agency at the central level and securing feedback by developing partnerships with independent and capable agencies; 
· Constitute a panel of Independent Institutional Evaluators for all watershed projects within the state, get this panel duly approved by the concerned Nodal Agencies at the central level and ensure that quality evaluations take place on a regular basis; and
· Prepare State Specific Process Guidelines, Technology Manuals etc., in coordination with the Nodal Ministry/ NRAA and operationalize the same.
12. The SLNA establishes appropriate mechanisms for selecting and approving the Project Implementing Agencies (PIAs), who would be responsible for implementation of watershed projects indifferent districts. These PIAs may include relevant line departments, autonomous organizations under State/ Central Governments, Government Institutes/ Research Bodies, Panchayats, Voluntary Organizations (VOs). The PIA will provide necessary technical guidance to the Gram Panchayat for preparation of development plans for the watershed through Participatory Rural Appraisal (PRA) exercise, undertake community organization and training for the village communities, supervise watershed development activities, inspect and authenticate project accounts, encourage adoption of low cost technologies and build upon indigenous technical knowledge, monitor and review the overall project implementation and set up institutional arrangements for post-project operation and maintenance and further development of the assets created during the project period.
Overview of IWMP Performance in Participating Project States

13. The launch of the IWMP in 2009, set ambitious country-wide targets of treating 27 million ha based on substantial financial allocations of USD1.1 billion during the period of the 11th Plan (2009-2013). As of March 2012, projects covering over 24 million ha across India were sanctioned, however the actual monies spent at the national level were only 26 percent of funds allocated; thus indicating very slow progress in implementation.  
14. Total IWMP expenditures in the participating project states over the period 2009-10 to 2012-13 was approximately USD364 million (Table A6-2). Maharashtra, Andhra Pradesh, and Rajasthan stand out as states with the larger level of expenditures across the eight states. Jharkhand has the lowest total expenditure. 
Table A6-2. IWMP allocations and expenditures in proposed Neeranchal project states (USD)

	Participating

State
	Funds Received

2009/10-2012/13

(USD)
	Expenditures

2009/10-2012/13

(USD)
	Disbursement

Ratio

(%)

	Andhra Pradesh
	89,281,101
	64,203,832
	72

	Chhattisgarh
	26,830,305
	14,992,537
	56

	Gujarat
	140,219,806
	46,442,194
	33

	Jharkhand
	19,028,781
	8,396,507
	44

	Maharashtra
	231,661,988
	86,979,762
	38

	Madhya Pradesh
	80,118,010
	51,173,698
	64

	Odisha
	53,323,983
	28,362,835
	53

	Rajasthan
	215,784,027
	63,471,596
	29


15. The overall average disbursement ratio (percentage of funds received that is spent, including state share of 10 percent and interest earned on unused central balances), is 43 percent, which is very low. Some states such as Andhra Pradesh and Madhya Pradesh have fairly high overall disbursement ratios.  Other states however, such as Gujarat, Rajasthan, Maharashtra, and Jharkhand have struggled to reach a 50 percent disbursement ratio. The next section provides a more detailed explanation of barriers to improved performance.
16. The amounts allocated to the states are quite large over the four years. The total sanctioned amount from IWMP to the eight states over the four year period was approximately USD4.7 billion, or USD587 million per state and USD147 million per year.  The total IWMP funds actually received by all eight states was approximately USD856 million, translating to an average per state over the four year period of USD214 million or nearly USD27 million per year per state. As indicated earlier, the amount actually spent by all eight states over the four year period was USD364 million, or USD45.5 million per state, or 5.7USD million per year per state. 
17. The proposed Neeranchal project would be quite small by comparison, allocating about US$38 million per state over six years, or US$6 million per year. Comparing the sanctioned amount or the actual amount of IWMP funds received, the proposed Neeranchal allocation is quite small and will certainly not overwhelm the SLNAs. At the same time however, the poor performance of many of these states in delivering IWMP funds means that the Neeranchal project must strengthen internal capacities in the participating SLNAs.  
Barriers to Better IWMP Performance in Participating Project States
18. A key question to ask is “why is IWMP not achieving better implementation performance? “Given the fact that IWMP is a relatively new centrally financed scheme, it is not unexpected that implementation issues exist at varying levels across states. It is generally recognized that IWMP could demonstrate significantly better results in the field over time with the support of technical assistance through the World Bank-supported Neeranchal National Watershed Project. In moving forward, it is important to understand what the current constraints are. The following section provides a summary, drawn from the draft IWMP Institutional report (undertaken as part of project preparation), which focuses on the eight proposed Neeranchal project states, but which could likely apply to all states in general.

19. Progress of project implementation: On average, a year’s delay is observed in initiating each batch of projects. Some of the key reasons for these delays are as follows: 
a) Fund release and management procedures where the SLNA does not have control over funds it releases to WCDCs. What compounds the problem is that the SLNA cannot call for additional funds from the DoLR until 60 percent of overall released funds have been spent; 

b) Detailed operational guidelines elaborating the procedures, authorities and functions are still to evolve in most states. In states where operational guidelines exist (as in Gujarat, Jharkhand, Andhra Pradesh), they have not evolved a standardized operational pedagogy;
c) Lack of well-developed MIS/FMS which could track the progress both physical and financial at different levels of fund movement on-line, in real time, with the exception of Andhra Pradesh; 

d) Insufficient complements of institutional, administrative, infrastructural, personnel and managerial resources from within government sources; and
e) An overall shortage of competent technical and administrative specialists from SLNA down to the field level.
20. Institutional arrangements and capacities: More than 80 percent of the IWMP projects are implemented by government PIAs and in states like Gujarat and Orissa (except for three NGOs); it is entirely undertaken by government PIAs.  The WCDC, which essentially is a project support and management unit, tends to be poorly staffed and ill-equipped to function as a district level support unit. Some attempts to address this have been attempted in Gujarat and Orissa with the provision of a Multi-Disciplinary Team (MDT). However, due to a shortage of personnel and diversion of these personnel to other functions, the purpose has not often been served. There is great scope to integrate NGOs into field operations as allowed under the guidelines and thus bolster limited government staff complements.
21. Equity and sustainability: The Detailed Project Reports do not elaborate strategies on the issue even though the guidelines have in fact, outlined some ways to address these issues and have made provision for the same under the Livelihoods and Productivity Enhancement components. 

22. Planning and the Detailed Project Reports (DPR): Even though in all states, rapid Participatory Rural Appraisal (PRA) exercises are conducted, in general a comprehensive participatory planning process is not carried out. In most of the states, PRA is the basic process for watershed planning rather than a more thorough Participatory Net Planning (PNP) or participatory resource mapping and planning approach. With current PRA processes in IWMP, they are not undertaken in a thorough manner, and in most of the instances there is little or no community mobilization prior to the exercise. There is a need for a more comprehensive planning approach which uses intensive participatory methods and modern technology while being flexible enough to adapt to local requirements. The DPR should not only give the physical and financial details of interventions, but should also become the basis for a more integrated planning, and provide a baseline for systematic monitoring, as envisioned in the guidelines 

23. Quality of work: The quality of work is mixed. The implementation process quite often does not adhere to a ridge-to-valley approach, which is important to identify upper and lower watershed linkages. In watersheds where the predominant conservation measure is terminal water harvesting structures in various drainage channels in lower parts of the watershed, the upper catchment is seldom treated. Even in states like Maharashtra and Gujarat where area treatments are predominantly undertaken, it is often in the lower reaches where there are more private farm lands.

24. Hydrology or hydrogeological considerations: Like most watershed programs globally, these considerations are seldom included in watershed planning even though such projects could benefit immensely from systematic hydrogeological studies. In other regions however, the situation is changing. In India, groundwater resources play an important role in watershed hydrology and the economy. Currently there are detailed data available on topography, land use, slope, geology, hydrology, geo-hydrology and drainage at state and district level at SLNAs in all three states. Despite the Common Guidelines indicating the need to conduct geo-hydrological surveys, hardly any watersheds have undertaken such an exercise. Where data are available, it is usually on a river basin scale and there are very little data available at the cluster and micro-watershed level where it is needed to support local watershed planning.  Baseline planning in the on-going IWMP projects usually takes little cognizance of whatever useful information is available. At the micro-watershed level, data on geo-hydrology, geology and hydrology are most often not available. Clearly there is a need to collect that information. It is also observed that there is little interface between the SLNAs and State Groundwater Survey Department.

25. GIS for Planning and Monitoring: While all the Neeranchal states have provisions to establish Remote Sensing and GIS cells, and adequate budgets allocated under IWMP, their status and capacity are general quite weak. Often, the SLNA will take support from various agencies, for example state remote sensing agencies for maps and images, which are used in the project (though not consistently or systematically) as well as private agencies. In Gujarat, Maharashtra and Andhra Pradesh, there is an attempt to use GIS in planning and monitoring. In Gujarat, GIS and Remote Sensing support is provided by the Bhaskaracharya Institute for Space Applications and Geo-informatics (BISAG) which has good infrastructure as well as trained personnel. In Maharashtra, in collaboration with the Maharashtra Remote Sensing Application Centre (MRSAC). In Nagpur, GPS-enabled mobile-based monitoring through GIS platform is being developed and Watershed Development Teams (WDTs) and district staff are being trained in the use of the same.
26. Convergence in the IWMP: Convergence of major rural development programs, especially those that are in the areas of natural resource development, enhancing agricultural productivity and rural livelihoods, have been a concern for watershed development interventions for many years. More institutionalized convergence of IWMP with other programs has the potential to enhance the intensity and impacts of the IWMP interventions and also ensure better sustainability. Among the proposed Neeranchal states, there are ongoing attempts to build effective convergence through the NREGS, Rashtriya Krishi Vikas Yojana (RKVY), Backward Regions Grant Fund (BRGF) and Integrated Action Plan (IAP) in selected districts. Andhra Pradesh is a front runner in dovetailing programs with processes and institutional mechanisms streamlined to ensure convergence and also equity, to an extent.  While good examples exist in state such as Andhra Pradesh, there is still no systematic approach.  The Neeranchal project can distill these lessons and apply them in all participating states.
27. Agriculture: Agriculture in the proposed Neeranchal states, as in the rest of the country, faces formidable challenges: a shrinking land base; dwindling water resources; declining environmental services; the adverse impact of climate change; shortage of farm labor (particularly near urban areas); increasing costs of production; and uncertainties associated with volatility in local and international markets. No formal institutional arrangements for service delivery and technology transfer exist between the SLNAs and the various research and extension agencies in the states, for example the Agriculture Universities, KVKs, ATMAs, state agriculture departments, and other service providers. As a result, despite the existing institutional and multi-agency set-up, numerous demands of the farmers still remain unaddressed.
28. Innovations and best practices: Good innovations in watershed management have been developed by some states that can be suitably modified for adoption elsewhere. Examples of these are the innovative institutional architecture developed by Maharashtra to engage NGOs/ service providers for capacity building, monitoring, evaluation, learning and documentation. Andhra Pradesh stands out in the way they have used IT to manage the IWMP as well as in the commendable level of convergence achieved in the field. In Odisha, there are interesting examples regarding natural resource management-based sustainable livelihoods, enhanced productivity and collective marketing resulting in increased incomes. Gujarat has developed an IT enabled e-Krishi Kiran Program (Soil Health Card Project) which is a repository of agricultural information for farmers, agricultural scientists and decision makers.         
Recommendations for Strengthening IWMP through Neeranchal 
29. Based on the institutional study of IWMP, a number of recommendations have been developed where the proposed Neeranchal project could focus investments to help improve IWMP performance in the selection areas and demonstrate what is possible with better approaches, more effective institutional structures, and stronger implementing capacities, particularly in the states. These are summarized below and linked to each operational project component (Table A6-3).
30. States’ expectations of Neeranchal vary, but  include support for institutional strengthening such as additional subject matter specialists at the SLNA and District levels; capacity building; strengthening of the GIS/ MIS and monitoring cells/ units; purchase of equipment; strengthening training and capacity building centers at the state, district and block levels; support in hydrological surveys, studies and monitoring; action research, documentation and dissemination of good practices and learning; undertaking agro-specific farm based research to develop appropriate technologies; support to develop MIS, DSS and IT-enabled on-line monitoring systems to track progress in real time and expert software packages (Expert Systems) which are integrated to assist various processes such as planning, costing, project formulation and scrutiny, reporting, claims processing and documentation; assistance in determining standardized systems and procedures, HR polices, manuals, IEC material etc.; access to innovation funds;  and assistance in formulation of strategies for convergence and post project sustainability.
Table A6-3. Problem-Solution Matrix for IWMP and Neeranchal Watershed

	Key Areas Where IWMP Can Be Strengthened
	Neeranchal Project Component and Proposed General Areas of Support for IWMP

	
	Component 1.  Central Institutional and Capacity Building (USD 11.3 million): The objective of the component is to strengthen the institutions and human resources of key national stakeholders, particularly the DoLR, for more effective planning, implementation, monitoring and evaluation, and reporting of watershed management programs. 


	Component 2. National Innovation Support (USD 32.0 million): The objective of Component 2 is to support the application of innovative, science-based knowledge, tools, and approaches to underpin improvements to IWMP around watershed planning and implementation, agricultural intensification, climate change, rural livelihoods, and hydrology, based on identified needs of the states, communities and farmers. 


	Component 3. IWMP Implementation Support in Participating States (USD 301.9 million): The objective of Component 3 is to provide intensive, science-based support to improve IWMP operational effectiveness, convergence/integration with other government programs, and measurable impacts on the ground in selected sites in participating states.



	Slow progress of project implementation
	· Revising and strengthening national Common Watershed Guidelines to improve processes and procedures
	
	· Developing detailed state operating manuals for IWMP

· Strengthening procurement, FM, MIS, etc., in SLNAs for IWMP management

	Weak institutional arrangements and  capacities
	· Strengthening DoLR capacity to plan, deliver and monitor IWMP, including FM, procurement, MIS, etc. 

· Develop national curricula for meeting training needs of states and other stakeholders for IWMP delivery
	
	· Strengthening capacity of SLNA and field level operations with market based personnel where needed, equipment and tools

· Support NGOs to become more involved in community level watershed planning and livelihoods

· Support SLNAs to contract local partners that will strengthen capacities 

· Implement localized training programs for SLNA staff, communities and other stakeholders such as local authorities


	Equity and sustainability
	· Revising national Common Watershed Guidelines to include stronger equity considerations in planning
	· Develop simple planning tools for state applications at micro-watershed level that will promote more inclusive practices and inputs
	· Apply new planning tools and approaches at the micro-watershed level that will promote more inclusive practices and inputs

	Planning and the Detailed Project Reports (DPR):
	· Develop guidelines for landscape level catchment assessment and planning processes
	· Develop simple decision support tools to strengthen planning approaches at the landscape and micro-watershed level
	· Demonstrate landscape level watershed planning as means of facilitating more integrated DPRs that can guide better program convergence at the micro-watershed planning level

· Support the planning process with application of new tools

	Quality of work
	· Reviewing work quality as part of broad M&E guidelines and broader considerations such as ridge to valley approach in IWMP
	· Develop simple tools that communities could use to improve quality of civil works in IWMP
	· Monitoring quality of work in improved M&E systems, including inputs from community members.

· Developing simply quality assurance tools, building on work from Sujala

	Hydrology or hydrogeological considerations
	· Support coordination of R&D partners in the project

· Develop a National Information and Data Center to generate a framework for digital data bases
	· Develop new approaches for hydrological assessment and monitoring and pilot in the field

· Technical support to states to develop data bases
	· Adopt innovative tools and models for hydrological assessment and monitoring and adopt these into IWMP operations in selected areas 

· Development of data bases to support multi-layered planning with national and local partner support

	GIS for Planning and Monitoring
	· Strengthening GIS cell in DoLR and apply technology to IWMP planning and operations
	· Provide guidance to DoLR and states on applications of GIS and other tools for planning and monitoring
	· Strengthen GIS cells in participating states and helping states learn to apply the technology to state level IWMP planning and monitoring


	Convergence in the IWMP
	· Develop guidelines for landscape level catchment assessment and planning processes that will promote better program integration/convergence
	· Develop simple decision support tools to strengthen planning approaches at the landscape and micro-watershed level that will facilitate better program integration and convergence
	· Demonstrate landscape level watershed planning as means of facilitating more integrated DPRs that can guide better program convergence at the micro-watershed planning level

· Improve the micro-watershed planning processes to facilitate better integration of programs under a scientific watershed management framework

	Agriculture
	· Support coordination of R&D partners in the project around agricultural improvement
	· Technical support to states to improve agriculture productivity through better planning, soil and water conservation, hydrological inputs, conservation agriculture

· R&D to identify and map value chains, market potentials, etc.
	· Help farmers adopt better practices to improve productivity

· Promote practices to improve environmental services and conservation outcomes

· Facilitate stronger forward linkages between farmers and markets

	Innovations and best practices
	· Support coordination of R&D partners in the project

· Develop a National Information and Data Center to coordinate knowledge sharing

· Coordinate development and operation of new communities of practices
	· R&D partners will lead the development and piloting of best practices and innovations in participating states cutting across watershed planning and implementation, agricultural intensification, climate change, rural livelihoods, and hydrology
· National Innovation Fund will finance development of smaller scale innovations relevant to watershed management
	· R&D partners and local partners will help states adopt best practices and innovations into IWMP operations


Incentives for Stakeholders to Support Neeranchal 
31. Given the wide range of activities under the proposed project, a legitimate question (although difficult to answer with any precision) is how will the interests of various stakeholders align with project goals, and how will the project strengthen these incentives, if possible? TableA6-4 summarizes these relationships.

Table A6-4. Major stakeholder linkages and incentives

	Major Stakeholder
	Role in Project
	Potential Project Incentives

	PEC
	· Project oversight and guidance for Neeranchal, facilitate high level coordination
	· Improved performance of IWMP, better program integration and efficiency of public programs



	DoLR and PIU
	· Overall Neeranchal project coordination and implementation
	· Better management capabilities

· Improved performance of IWMP measured by M&E results and disbursement ratio, at least in project states, and better support from Ministry of Finance and Planning Commission
· Training, exposure visits for staff


	SLNA
	· Development of annual work plans for Neeranchal for DoLR approval

· Implementation of component 3 including procurement, FM, M&E, and reporting

· Contracting local partners to support implementation of specific activities

· Planning to link Neeranchal to specific IWMP operations in selected sites

· Develop data bases with local partners
	· Technical, financial and human resource support from the project

· Measurably improved performance of IWMP through increased disbursement ratios and better M&E results, leading to increased support by state government, politicians

· Training, exposure visits for staff
· Learning to apply new knowledge and tools at state level, professional development

· Participation in communities of practice



	District and field staff
	· Field operations to link Neeranchal activities to IWMP in selected sites

· Working with communities, local authorities, project partners, and other agencies to pilot and adopt improved planning approaches, new tools, better farming practices, livelihood development, forward linkages with markets, etc.

· Work with communities and M&E partners to strengthen community input to M&E system


	· Training, exposure visits

· Participation in communities of practice

· Learning to apply new knowledge and tools at field level

· Better relations with communities and farmers, assuming there are improvements in environmental services, crop yields, etc.

· Better relations with other line departments through integrated planning process

· Accountability through M&E system



	Communities
	· Cooperate with IWMP field staff, national partner field teams and where applicable, field NGOs, to participate in training programs and other support for example, for livelihood development


	· Increased participation and inclusion in IWMP processes

· Improved livelihood programs and better incomes, especially for landless and women

· Better internal relations around water, upstream and downstream linkages

· Training, learning new skills

· Better access to other programs

· Better knowledge through M&E




	Farmers
	· Cooperate with IWMP field staff, national partner field teams and other experts to test and adopt better farming practices, links with markets, etc.


	· Improved knowledge about farming practices, water management, etc., leading to higher crop yields

· Better forward linkages with markets leading to higher incomes




	Local authorities
	· Collaborate in planning processes to facilitate better integration of selected programs in project sites, for example NREGS, other central schemes such as agriculture, horticulture, etc.
	· Better targeting of program funds and increased benefits to communities (and voters) in selected watersheds
· Stronger support by communities due to improved IWMP impacts

· Training, learning new skills

· Accountability through M&E system



	Other line departments
	· Collaborate in planning processes to facilitate better integration of selected programs
	· Better efficiency of public fund use and stronger political support

· Training, exposure visits

· Acquiring new knowledge, tools

· Improved disbursements of their own programs and management support

· Accountability through M&E system



	NGOs
	· Where recruited by states, work with communities and field teams to help deliver improved processes, training modules, etc.
	· More meaningful engagement with communities in IWMP

· Recognition of good results through performance based contracts

· Accountability through M&E system




32. It is clear that all the identified stakeholders have varying levels of potential benefits from the project and some inherent incentives to participate. Neeranchal is a structured learning project, which will hopefully improve the effectiveness of IWMP in a relatively small number of selected sites through technical assistance to strengthen capacities and institutions, introduce new approaches and innovative tools for better community participation and more integrated watershed planning, new field practices that will improve conservation outcomes and agricultural yields, and scale up a more effective monitoring and evaluation system to track both Neeranchal and IWMP performance. The proposed M&E system would include monitoring of inputs and outputs, processes and impacts, and include participation (and ownership) of communities in this process. Through process monitoring, it will be possible to assess changes in IWMP implementation performance and the level to which various stakeholders are participating in, and benefiting from, the project.

33. The larger question is whether these incentives will help ensure meaningful participation and commitment by stakeholders, and in doing so shape sustainable changes to IWMP operations on an expanded scale. Perhaps the most critical success factor to ensuring more meaningful participation and commitment will be the M&E system that will be strengthened through the project and supported by independent 3rd party agencies. Having M&E results available to the public, will improve transparency and allow for some level of competition between states to improve performance. States performing well, or at least showing a positive trend with various performance indicators would have the opportunity to receive larger allocations from the project for broader scaling up.  States not performing well would receive additional support to strengthen implementation systems and capacities, but would not see increased allocations.  

34. In Neeranchal, interventions will come both through the project and IWMP in selected sites. One may ask for example, why line agencies would want to cooperate in more integrated planning processes. Aside from possibly being required to do so through directives to each agency from senior government officials, meaningful participation may come after measurable and successful results are shared with the public. As the Bank has learned from earlier single state watershed projects (especially the Sujala project in Karnataka, 2001-2009), when stakeholders can see measurable results from project interventions and innovations, it reinforces participation and better sustainability.  This pattern was the case with soil health cards in the earlier Sujala project where the results from small scale pilots were a catalyst for the state to scale up the pilots into a state-wide program and direct relevant line departments to participate in the implementation. Having results available to the public also can draw in senior government officials and politicians. 
35. The proposed M&E system would allow regular course corrections in the project for any component, as was the case with the Sujala project.  As lessons are learned, those that are successful can be replicated across the states.  Where interventions have not succeeded in leveraging change, the M&E system will support directed studies to find out why and help management in finding better solutions.  This is the essence of a structured learning project.
36. It would be naïve to assume that Neeranchal will solve all of the institutional and capacity issues inherent in IWMP, and at the same time lead to unfettered cooperation across line agencies for more integrated programming within watersheds.  The project will demonstrate what is possible to strengthen IWMP with additional technical inputs and better processes, and in doing so, generate significantly higher, measurable results on the ground.  Where effective program integration has taken place through the project in some sites, the M&E system will be able to measure the incremental improvements and allow DoLR to make a strong case to central Ministries and state departments that are financing central schemes to develop operating guidelines that encompass a more coordinated approach.
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� Please refer to Annex 6 for more detailed information on IWMP operations.


� These include schemes from the Ministry of Rural Development (MoRD): Mahatma Gandhi National Rural Employment Guarantee Act (MGNREGA), and the National Rural Livelihoods Mission (NRLM); from Agriculture: Rashtriya Krishi Vikas Yojana (RKVY), Rural Area Development Program (RADP), National Horticulture Mission (NHM), Micro-Irrigation; from Water Resources: (Aquifer based planning and micro and small-scale irrigation); and from Environment and Forests: (Green India Mission).


�Planning Commission, Government of India, 2012.Final report of minor irrigation and watershed management for the 12th Five Year Plan (2012-2017). Delhi.


� An Institutional Study on Watershed Services: Improving Operational Effectiveness and Impacts of the Integrated Watershed Development Program (IWMP). Draft report to support preparation of Neeranchal Watershed Project. September, 2013. Key points from this draft report are highlighted in Annex 6.


�World Bank. India - Country partnership strategy FY13-FY17. Report No. 76906. Approved by the Board of Executive Directors, April 11, 2013. � HYPERLINK "http://documents.worldbank.org/curated/en/2013/03/17582097/india-country-partnership-strategy-period-fy13-fy17" �http://documents.worldbank.org/curated/en/2013/03/17582097/india-country-partnership-strategy-period-fy13-fy17�


�� HYPERLINK "http://planningcommission.gov.in/plans/planrel/12thplan/welcome.html" �http://planningcommission.gov.in/plans/planrel/12thplan/welcome.html� 


�State formerly known as Orissa.


� More details on component structure and description are found in Annex 2.


� Refer to Section IV for a brief summary of the role of NIH as an implementation partner, and other implementation agencies. More detailed information is provided in Annex 2 and Annex 3.


�Component 3 was designed with inputs from the new Bank-supported operation in Karnataka, with a similar design to the proposed Neeranchal operation. The Karnataka project was approved by the Bank’s Board of Executive Directors on September 6, 2012, and will provide valuable guidance on detailed activity description, costs, implementation arrangements, potential service providers, financial management and procurement, etc. 


� This section is based on a separate technical paper on best practices that has been prepared and filed. The technical paper drew from a recent report evaluating best practices of three recent Bank-supported watershed projects in India; evaluations of older Bank-supported watershed projects in India; a World Bank study on global best practices in watershed management, and a synthesis of best practices from non-Bank projects in India. Section E also draws on an institutional study completed for IWMP as part of project preparation (see Annex 6).


� More details on project implementation are found in Annex 3.


�The Sujala project was the recipient of five prestigious national awards; National Productivity Awards 2007 and 2009; National Water Award 2007; Earth Care Award 2008; and National E-Governance Award 2009.The project also won three international awards: Globe Sustainability Research Award in 2010, presented in Stockholm; Geospatial Excellence Award 2010, presented at the 9th Annual Asian Conference on Geospatial Information, Technology and Applications in Malaysia; and the Intel Environment Award as part of the Tech Awards Laureates 2013.The project also won a World Bank IEG award for Excellence in M&E in 2011.





� The new Bank-supported operation in Karnataka, with a similar design to the proposed Neeranchal operation, is in full operation and will continue to provide valuable guidance for Neeranchal implementation. The project was approved by the Bank’s Board of Executive Directors on September 6, 2012. The Bank is currently supporting two other watershed management operations in India; Uttaranchal Decentralized Watershed Development Project; and the Himachal Pradesh Mid-Himalayan Watershed Development Project.


� For example, the National Rural Livelihood Mission, executed by the Ministry of Rural Development


�For example, Indo-German Watershed Program, Watershed Organization Trust, DFID, etc.


�Annual report 2012-2013 of Ministry of Rural Development, Government of India.� HYPERLINK "http://rural.nic.in/sites/annual-report.asp" �http://rural.nic.in/sites/annual-report.asp�


� Formerly known as Orissa


� These can be government or NGO implementing agencies.


� For FY2013-14, budget provision of INR250 million has been made for Neeranchal under the Demand for Grants of the Department of Land Resources, Ministry of Rural Development.


�In the case of national level single source procurement, prior to seeking Bank clearance under the project, Department of Land Resources would seek internal authorization as per government of India rules and regulations.


�Odisha (Kandhmal), Andhra Pradesh (Mehboobnagar), Maharashtra (Ahmednagar), Madhya Pradesh (Dewas)


�� HYPERLINK "http://iwmpmis.nic.in/" �http://iwmpmis.nic.in/�


�Salah Darghouth, Christopher Ward, Gretel Gambarelli, Erika Styger, and Julienne Roux (2008).Watershed Management Approaches, Policies and Operations: Lessons for Scaling-up. Water Sector Board Discussion Paper Series 11, World Bank,


Washington, D.C.


�From DoLR website


� Based on data from states (in INR) and adjusted to USD using mid-year average USD-INR exchange rates for each year.  Annual expenditure data were not available from Odisha.
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