Treating the Opium Problem in World Bank Operations in Afghanistan

Guideline Note
A.
Strategic Approach 

The opium problem

Reducing opium production is one of the greatest challenges facing Afghanistan.  Opium is central to the macroeconomy, contributing one third of GDP and significant support for aggregate demand and the balance of payments.  In the rural economy, opium is a key livelihoods coping strategy for as many as 350,000 farm families, most of them poor.  In the area of security, opium is fuelling warlordism and terrorism, and in governance the illegal economy is capturing or undermining state building efforts at all levels.

Government strategy

Government’s strategy to reduce and ultimately eliminate opium from the Afghan economy comprises essentially three elements.  The first is to improve governance and the rule of law, strengthening public institutions and mechanisms to control drugs, together with the development of responsible governance structures and the “social contract” at all levels from the community up.  The second is to raise the general level of economic activity and services, improving living standards and providing social protection.  The third is to emphasize in development programs specific components that can have a significant impact on farmer behavior, with a focus on poorer farmers, laborers, and more vulnerable areas.  

World Bank approach

With this background, the World Bank’s working approach to the opium problem is:

· to factor considerations of the opium problem into analysis and dialogue at all levels, including the macroeconomic dimension

· to support and engage in analytical work on the development dimensions of the drug problem in Afghanistan and associated options for addressing it

· to help support the development elements of the Government’s strategy through Bank-financed programs as appropriate

· to ensure that the activities supported by the Bank do not inadvertently contribute in any way to the opium economy

Screening

Under this approach, the Bank proposes to screen all its activities in Afghanistan, both operations and analytical and advisory work, to ensure that counter-narcotics aspects are treated consistently and in a way that can make the maximum contribution to the national effort against drugs.  The screening process will demonstrate to what extent the operation or activity:

1. Contributes to the governance agenda

2. Maximizes synergies to deliver broad livelihoods impacts at the community and household level

3. Maximizes more specific counter-narcotics impacts by geographical area coverage and by addressing the poorer target groups, with components which strengthen and diversify  legal livelihoods

4. Identifies risks and develops an approach to ensure that Bank support “does no harm” and does not create risks to the Bank’s reputation.

5. Contains a monitoring and reporting capability that can effectively track outcomes related to the opium economy.
B. Understanding the Role of Opium in Livelihood Strategies
and Devising Appropriate Development Responses
Reasons for the “success” of poppy cultivation in Afghanistan
In Afghanistan’s current economic and political climate there are many advantages to cultivating opium poppy. It is a high-value, low-weight, durable commodity, for which there is strong demand. There are sufficient returns at each stage of the value chain and well-developed market linkages in terms of credit, purchase, transport, and processing, all of which function well and flexibly despite Afghanistan’s fractured infrastructure. Traders are willing to purchase at the farm gate for cash, often in advance of the harvest. 

Opium poppy can be cultivated almost anywhere in the country, although it grows best in free draining sandy loam soils.  It is so well suited to Afghanistan’s agro-climatic conditions that it produces higher than the global average yields of raw opium and morphine and maximizes returns to scarce irrigation water. This latter attribute and its marketability have proven crucial to farmers with small landholdings and large families, particularly in remote areas where opium poppy cultivation is becoming increasingly concentrated. For small marginal farmers there is no other crop under current conditions that can provide the same returns; when opium declines in those areas, the opportunities for farm income for such households will also decline, driving people off the land.

With these characteristics – and despite law enforcement efforts – opium poppy is a relatively low risk crop in what is generally a high-risk environment – for both farmers and traders. The traditional credit system known as salaam, that provides an advance payment on an agreed amount of a future crop, has increasingly favoured opium poppy cultivation over other crops.  In areas in which opium poppy has become entrenched, access to credit has become dependent on a farmer’s willingness to cultivate this crop.  This willingness and the possession of the requisite skills to cultivate opium poppy have increasingly determined sharecroppers’ access to land. The rental value of land also has become determined by potential opium yields rather than by wheat productivity.  

Uneven distribution of the considerable benefits of opium production
The economic advantages associated with cultivating opium poppy differ according to the assets farmers have at their disposal. For the relatively few large landowners, opium poppy represents a high-value crop that can accrue even greater value if it is not sold immediately after the harvest season but later on, when prices rise.  As larger farmers have other income streams and liquid assets, they can realize higher prices by selling later in the year.  Moreover, landlords who make sharecropping arrangements for opium production can do even better: some inequitable sharecropping arrangements allow the landowner to take two thirds of the final opium yield, despite contributing only 20% of the total cost of production.  Landlords may also make advance purchases of opium at rates considerably less than the harvest price, generating further considerable profits on the opium crop. These profits can then be reinvested in further diversifying assets and income sources or in the opium trade itself – an ascending spiral of wealth accumulation for larger landowners.
The position for the land-poor is quite different. For this group, opium poppy is not just a source of income. Opium poppy cultivation increases the opportunity to obtain land on a sharecropping or tenancy basis and draws on the labor supply of the household. It provides access to both cash income from opium poppy and, in the typical mixed cropping system practiced in Afghanistan even among poppy growers, to the means of producing food crops for household consumption. Without opium poppy cultivation, the opportunity to access land diminishes considerably, as happened in the province of Nangarhar in 2004/05.
Opium poppy cultivation also creates a demand for itinerant labor to assist in the weeding and harvesting of the crop.  Based on UNODC’s estimate that 104,000 hectares of opium poppy were cultivated in the 2004/05 growing season, the crop would have generated approximately 36.4 million days of employment, of which one-third would have been daily wage labor opportunities. Where a household has more than one male able to follow the staggered weeding and harvesting seasons, the off-farm income generated from opium poppy can last up to five months and is typically higher than the on-farm income earned from cultivating the crop as a sharecropper. 

Opium poppy also provides an important source of credit for the resource-poor.  In areas where opium cultivation is entrenched, it defines the “creditworthiness” of the land-poor. Without it, access to basic food items, agricultural inputs, and funds for health care becomes severely constrained.

In addition to the above direct benefits, the cultivation and trade of opium has considerable multiplier effects in the rural economy. Some estimates even suggest that for every hectare of opium poppy cultivated, as many as 5-6 jobs are created in the rural non-farm economy.

Typology of opium farmers

For the purposes of this Guideline, rural households involved in the opium economy have been classified as (1) “better off” and not dependent; (2) less affluent but not dependent; and (3) poor and highly dependent.  As a general rule, Class (1) “better off” farmers have more diversified livelihood strategies. They reside in areas in close proximity to provincial or district centers, they cultivate a variety of crops including high-value horticulture, and they have better access to land and irrigation, and to the commodity and labor markets.  They are not dependent on opium for a decent living and could be considered to be “opportunist producers”, for whom application of the law is the primary instrument of drug control.  More marginal farmers (Class 2) and the poor (Class 3, landless or with very small landholdings) are considered to be the target group for development programs that aim at contributing to the reduction of drug production. As such, poverty reduction and opium poppy reduction strategies are closely entwined.  The characteristics of these three classes are summarized in Table 1.
Appropriate development responses 

Opium poppy cultivating households are diverse and dynamic, and their decision as to how much land to dedicate to opium is influenced by a range of different factors – not just price.  Policies and programs that treat opium poppy farmers as homogenous will not only be ineffective, they could prove counterproductive. It is necessary to work with the diversity that exists among opium poppy cultivators. Understanding the contribution of the different socio-economic groups involved in opium poppy cultivation and the multiple benefits (for example social, economic, and political) they derive from their involvement are critical for identifying the entry points for developing effective strategies for the sustainable elimination of the crop in Afghanistan.

	Table 1: Typology of Opium Producing Areas and Farmers within Them

	
	Class 1

Not Dependent
	Class 2

Not Dependent
	Class 3

Highly Dependent

	Access to markets/services/

governance
	· Close to district and provincial centers
· Government can impose will with minimum reaction 


	· Accessible but limited physical infrastructure
	· Remote

· Government presence and service delivery limited

· Government finds difficult to impose will beyond district centre



	Land cultivated

(winter+summer)


	· Larger cultivable land (>15 jeribs)


	· Medium sized (>7.5 <15 jeribs)
	· Small cultivable <7.5 jeribs)

	Irrigation
	· Canal or main river
	· Canal and river but also karez and mountain spring
	· Karez and mountain spring, 

	Land Tenure
	· Landlord

· Owner cultivator
	· Owner cultivator

· Tenant 
	· Owner cultivator

· Sharecropper  

	No. of Crops
	· Double Crop
	· Double Crop but limited in summer 
	· Single Crop

	Cropping
	· Diversified 

· Poppy 30%-50%. 

· wheat 

· vegetable for sale 

· Fruit/nits for sale
	· Poppy 50%+

· Wheat 

· Vegetables –some for sale

· Fruit/nuts –some for sale
	· Poppy 70%+ Wheat 20-30% vegetable solely for consumption 

	Population density
	· 1 –1.5 per jerib
	· 2 –3 per jerib
	· 3.5 to 5 per jerib

	Livestock
	· Sale of dairy products and cattle 
	· Some sale of dairy products
	· Goats/sheep

· Dairy cow for milk products for household 

	Off farm
	· Limited 
	· Daily wage labor – poppy during harvest 
	· Daily wage labor - mainly poppy throughout season

	Non Farm
	· Salaried (NGO, Govt), trade, transport 
	· Construction

· Semi Skilled
	· Limited

	Credit
	· Accumulated debt marginal

· Variety of sources of credit

· Gives loans 
	· Some accumulated debts

· Variety of sources
	· Accumulate debts significant as proportion of total income 

· Opium only source of loans

	Opium Sales
	· Some time after harvest
	· Pre harvest but some surplus 
	· Pre harvest


Development programs that offer farmers real livelihoods alternatives would need to have as many characteristics as possible that “mimic” the attractions of the opium economy, particularly for smaller and poorer farmers and laborers (Classes 2 and 3), for whom choices are very limited at present.  Programs need to avoid adopting a strategy of simply attempting to replace the relatively high level of income from opium that accrues to the resource-rich (Class 1 farmers).  Interventions are needed that improve the access of smaller farmers (Class 2 and 3) to those assets which they currently have access to only through their willingness to produce opium poppy. Improving access to credit, land, and off-farm and non-farm income opportunities for the poor should be a priority.  Table 2 lists some of the development responses that should be emphasized to address the situation of these Class 2 and 3 farmers.  For farmers who are not economically reliant on opium poppy cultivation (i.e. Class 1 farmers), greater emphasis should be given to applying social and legal pressure. 
Table 2: Development Responses to Counterbalance the Advantages of Opium for the Rural Economy

	Asset
	Advantages of the opium economy
	Development responses

	Land 
	· Preferential access to land for sharecroppers with experience of poppy cultivation

· Only poppy can pay the high land rents: in areas where poppy is concentrated the rentable value of land is inflated to such a point that farmers cultivating legal crops would not be able to meet their rent    
· High returns per unit of land, preferred crop for those with limited land holdings.
	· Increase agricultural land under irrigation (winter and summer seasons) 

· Promote high-value horticulture and cottage level agro processing to provide value added

· Increase income from livestock and by-products  

· Develop non-farm income opportunities, for example through skills development and development of market linkages

	Water 
	· High return per unit of water, poppy particularly attractive in single crop areas

· One of few crops to meet capital and recurrent costs of tubewells 


	· Increase agricultural land under irrigation (summer and winter)
· Integrated approach to improving value added in farming through water efficient techniques/technologies and high value added production packages


	Credit
	· Advance payment on future crop facilitates purchase of agricultural inputs
· Those that cultivate opium poppy, particularly the resource poor, are considered  ‘creditworthy’.  They can access credit, including consumption credit, and are able to repay both seasonal and outstanding loans

	· Advance payments on other crops (orchards, onions, cumin) sometimes available, promote market linkages 

· Contract growing, including provision of agricultural inputs  

· Improve credit opportunities for consumption and investment through MISFA   

 

	Labor 
	· Labor-intensive crop, significant labor opportunities created during weeding and harvesting periods
· Maximizes use of unremunerated family labor, including women    

· Sharecroppers receive greater share of final crop when they cultivate opium than they do for legal crops 

· Food provided for those harvesting opium poppy


	· Develop labor- intensive agro processing opportunities such as in dried fruit
· Raise opportunity cost of family labor through expanding potential income earning opportunities for women, including livestock, poultry, dairy, agro processing, etc

· Develop non farm income opportunities

· Cash For Work during periods of peak labor demand in areas where strong law enforcement against cultivation is occurring
· Improve access to agricultural inputs for sharecroppers  to allow greater share of larger final yield of legal crops .


In addition to the development responses that may directly offer income-earning opportunities to poor farm families, much might be done to improve governance and so develop responsible reciprocity between rural communities and the state.  The spread of efficient and responsive delivery of services like health and education, and the development of counterpart community structures like parent-teacher associations, increase respect for the Government’s development capability, build responsible local community social capital, and open paths for dialogue on the drugs issue.  In addition, specific programs like education, health, and the National Solidarity Program may offer multiple entry points for education and dialogue and for the building of trust and good governance.  The problem of opium is thus a consideration that may be factored in across a whole range of development activities in rural areas.    

Finally, institutional development at the broader level – for example strengthening the central and local administration or improving institutions and mechanisms in specific sectors bearing on the opium economy, such as financial services (e.g. anti-money laundering actions) – can support the Government strategy to improve governance and thereby control drugs.  Many aspects of governance and institutional development at the broader level can thus have an impact on the opium economy. 
C. Implementing Counter-Narcotics Screening for Bank Activities
This section sets out a checklist for screening Bank activities, assesses the benefits to be gained, and discusses institutional responsibilities for implementation. 
The checklist 

The following eight questions provide an analytic framework for screening Bank activities.  The questions are designed to highlight how activities may contribute to the counter-narcotics effort, and also to underline any risks that need to be managed. 

1. How does the activity touch the target population or areas?  Review the activity description and assess the “interface” with the opium economy in terms of the target population, the causes of cultivation, the type of actions envisaged, and the targeting, timing, and geographical location in relation to opium production. 

2. Does the activity promote governance and institution building?  Do governance and institution building under the activity create the possibility at some stage of development of responsible interaction between the state and the population on the subject of drugs?  Within the governance and institutional set-up of the activity, is there scope to conduct dialogue or transmit information, provide education, and engage in communication about drugs?  What measures could improve the impact on governance?

3. Is there an impact on the standard of living and on livelihoods in general?  Does the activity contribute to improvements in living standards and incomes in drug producing areas or “vulnerable” areas?  What measures could improve the impact on the standard of living?  Is the activity coordinated with other development efforts to avoid overlap or gaps and to achieve a critical mass of impacts on livelihoods at the local level that would increase the attractiveness of licit activity over opium production?

4. Are there direct impacts on the target population?  Are components of the activity likely to directly affect actual or potential drug-producing households, and are these components adapted to maximize the chances of raising the opportunity cost of opium poppy cultivation and providing an alternative to opium?  How can direct impacts be optimized?  Is there a case for targeting actual or “at risk” opium producing areas and households by selection of project areas that are growing or at risk of growing opium, or by modifying the components to address the production systems of those engaged in the opium economy – or who might be?  Is such targeting desirable, and if so, is it feasible?

5. Is there a risk of harm?  Is there a risk that the activity may promote drug production and how can that risk be managed?   Could interventions be timed, targeted, and coordinated with other initiatives to reduce this risk?  

6. Do monitoring, evaluation, and reporting capture outcomes?  How would any agreed contribution of the activity to national drug control objectives be monitored and evaluated?  How could an understanding of the movement from illicit to licit livelihoods be used to inform both operations and policy? How would any emerging risks be captured and reported? 
7. Overall, does the activity contribute to Afghanistan’s counter-narcotics effort?  Overall, to what extent does the activity contribute to Afghanistan’s strategy to reduce and ultimately eliminate the opium problem?
8. Can more impact be obtained through the activity?  What solutions could increase the contribution of the activity to Afghanistan’s fight against drugs?  At what cost could those impacts be obtained, and what operational changes would be required?

Examples

For an illustration of the use of this checklist, see the four annexed examples:

Annex 1 summarizes the case of the Emergency Horticulture and Livestock Project which was approved by the Bank Board in May 2006.  On the basis of the analysis, a set of guidelines for implementation was agreed with government, together with recommendations for the design of subsequent operations within the broader national program in the future.

In the case of the Emergency Irrigation Rehabilitation Project (Annex 2), a series of operational changes were made to the project, with government agreement, at the mid-term review in April, 2006. These included: (1) a survey of sites to assess whether opium poppy is grown and a dialogue with the communities on how the potential for increased opium cultivation will be managed; (2) a signed Memorandum of Understanding with the communities committing not to cultivate opium poppy; (3) piloting of high-value alternative crops; and (4) inclusion in the M&E system of poppy monitoring, in coordination with UNODC.
Two more summary analyses were conducted in 2004 for the Education Quality Improvement Program (EQUIP, Annex 3) and the Health Sector Emergency Reconstruction and Development Project (Annex 4).  The recommendations have been discussed with the Government but so far have not been implemented.
Benefits

It is expected that the approach outlined above can contribute materially to Afghanistan’s efforts to combat drugs.  In addition, development effectiveness should be increased by taking the opium economy into account, because of its strong links to Bank development goals of poverty reduction, governance building, and sustainability.  Reputational risk will also be better managed.  Finally, a lead from the Bank will provide a model that the Government and other donors can follow.

Institutional responsibilities, scope, and key stages
Within the region, the Operations Advisor for Afghanistan will be responsible for guiding teams in the completion of the checklist and in formulating appropriate changes to activities.  Advice will be provided by SASPR as needed based on past and ongoing analytical work on the opium economy.  It is expected that the checklist should be applied to all activities, both investment operations and analytical and advisory activities.  For investment operations, an initial screening would normally be carried out upstream at concept review stage.  Thereafter, the analysis and reporting would be conducted, as appropriate, through appraisal and supervision.  “Opium compliance” will form one aspect of the review of readiness for entry to the program.

Annex 1

Afghanistan: Emergency Horticulture and Livestock Project (EHLP)

Treating the Opium Problem: Summary of Analysis and Recommendations

Counter narcotics strategy

Given the scale and nature of the opium problem in Afghanistan it is recognized that the illicit drugs issue cannot be dealt with in isolation from the wider state building and development process. No single project or program can address the myriad motivations and factors that influence opium poppy cultivation. The elimination of opium production will be dependent on the achievement of broader development goals, including establishing the institutions required for formal governance and promoting civil society, strengthening social protection mechanisms, as well as encouraging licit on-farm, off-farm and non-farm income opportunities.

EHLP and counter-narcotics

The HLP objectives will contribute to strengthening and diversifying legal rural livelihoods (National Priority Two of the Afghan National Drug Control Strategy (2005)) by facilitating the move from opium poppy cultivation to the production of licit crops.

The primary beneficiaries of the EHLP horticulture component are better off farmers with irrigated land, although smaller farmers are expected to participate more strongly in the orchard rehabilitation sub-component.  Most project investments are proposed in areas close to Kabul where opium is not currently produced, but one major opium producing province – Balkh – is included.  Thus the component as designed is likely to have relatively weak impacts in reducing opium production directly.  Indirect impacts could however be stronger, with employment for permanent and casual labor created by both rehabilitation of orchards and by expansion, and also by the proposed alfalfa inter-crop.  Where tree crops substitute for opium poppy, which is assumed in the change model implicit in the farm models, there could be potentially negative repercussions, as share cropping opportunities, labor requirements and wage rates will diminish.  There will be reduced access to land for poorer farmers and the landless and less labor opportunities. Thus, there is a potential for the land poor and landless to lose out from the loss of opium poppy in terms of access to land, to on and off farm income and to credit.  This could possibly prompt relocation of cultivation to neighboring areas to cultivate opium poppy.

The livestock component would have more direct and immediate positive impacts on the opium economy.  The dairy component, slated to be implemented in the Kabul area, would have  little or no impact on the opium economy, but effects could be considerable if and when the component is replicated in peri-urban areas located close to poppy production.  The poultry sub-component could have potential impacts on the opium economy as it would benefit principally households in resource-poor, densely populated areas, and the component could also help rural-urban migrants.  The cashmere fiber sub-component could have impacts on the poorest households, improving returns to livestock and artisanal family labor.  The veterinary sub-component would have diffuse but positive impacts, as it will address the production systems of poorer households, for whom livestock is a coping strategy.  Women are expected to be the major beneficiaries of the livestock component as a whole, and their voice will be important in moving household livelihood strategies towards licit production choices.

Improving the contribution of EHLP to the national counter-narcotic effort

Guidelines for implementation

Select opium areas where possible: EHLP could implement activities where possible in opium producing or vulnerable areas (all components, particularly the livestock components).  The dairy component could be quickly replicated within the Program in other peri-urban areas more sensitive to opium (for example, Jalalabad, Mazar, Qandahar…).  The poultry component could be started up in: Balkh, Chemtal, and Dihadi districts in Balkh province, Panjwai and Arghandab districts in Qandahar province and Rodat, Kama, Surkhrud and Chapahar districts in Nangarhar.  The cashmere fiber subcomponent could target areas of particular poverty where labor for opium may originate, such as the Spinghar piedmont in Nangarhar.  

Give priority to the poverty reducing components: as the principal target groups for opium-reducing actions are the poorer farmers and landless, more emphasis could be given to components addressing the production systems of the poor.  The livestock components are the most appropriate here (dairy, poultry, cashmere, veterinary).  Given the risk of migration of poorer farmers and laborers in search of opium sharecropping and job opportunities elsewhere, there is a logic to giving priority to implementing these components in Balkh and any other opium producing area where the horticulture component is implemented, so that the poorer  farmers and laborers faced with diminished access to the means of production and to jobs will have some “stay-in-place alternatives”.  Ways to increase interventions specifically targeted at the land poor and landless should be considered - links with labor intensive agro processing, vocational training, or improving access to agricultural inputs for the rural poor so they can obtain a better sharecropping agreement.  Clearly, much of this lies outside the present scope of EHLP: therefore, efforts should also be made to provide further economic alternatives locally through partnerships and synergies with other programs (see next two recommendations).

Form a partnership with MISFA for more rapid scaling up: EHLP development models are based on careful implementation of technical models and considerable use of grant financing to start activities.  A partnership with financing agencies, particularly with MISFA, could help scale up activities in dairy, poultry, and cashmere fiber quickly.  A constraint for micro-finance institutions is that they are not equipped to conduct skills training for farmers: a partnership between EHLP and MISFA could create complementarity, with EHLP providing the technical input and MISFA institutions driving the financial appraisal and credit.  This approach would help scale up the components that address the poorer farmers, more vulnerable to the opium economy, more quickly.

Improve synergies by networking, coordination and joint programming and by linking in to the extent possible with CDCs: EHLP will join a number of other National Priority Programs in providing services to farmers that are “vertical” in their delivery mechanism.  Development impact – and hence the counter-narcotic impact – will be considerably enhanced if these programs can be: (a) more demand driven; and (b) more coordinated in their response.  The model developed in the project document is well conceived: involvement of the CDCs at the base, and coordination between National Programs at a higher level.  EHLP needs to be linked to other programs in the area particularly those targeting poorer farmers by extending the provision of credit, agricultural services, and vocational training.  The specific potential for developing inter-linkages with these programmes in each EHLP area though CDC’s and at higher levels (CDC clusters, District, Province) will need to be identified.  In areas where opium poppy is being cultivated and the proposed sub project is being implemented in isolation from other sectoral interventions, follow up action with relevant line ministries and district and provincial development councils is recommended.  It is recommended that it be an explicit objective and activity in the ToRs of the IMST to identify the scope for these synergies and to work on developing the mechanisms for operationalizing them.  Within the World Bank, there could be an explicit mandate to work up these synergies at every level.

Monitoring and evaluation to: (1) track movement from licit to illicit livelihoods; and (2) create incentives by setting indicators: monitoring and evaluation is included in project design, but needs to be expanded to track movement from licit to illicit livelihoods, informing both project management and the national counter-narcotics program.  An Opium Poppy Impact Assessment is recommended, with an analysis of (i) the extent of opium poppy cultivation in the area in which the project is being implemented, (ii) the different socio-economic groups involved in opium poppy cultivation in the area, (iii) how these groups will benefit and lose from EHLP, and (iv) what their likely responses will be.  In addition, the monitoring and evaluation system should create incentives for MAAH and for the IMST and the IPs by setting indicators. 

Guidelines for the broader program

Operationalize the program approach: EHLP is intended to be a program, so good ideas on modifications that would enhance the counter-narcotic impact but that cannot be incorporated into the project could be included in the wider program, and could be picked up relatively quickly e.g. by DfID financing.  MAAH’s Policy and Planning Department will need support to manage a program framework and seek cofinancing, and this support should be an explicit objective and activity in the ToRs of the IMST.  A program document could be prepared independent of the project documents, as a basis for seeking co-financing and for tracking progress towards the targets of the 2005 Agriculture Master Plan.

Bring forward support to annual vegetables for earlier financing: annual vegetable production systems do “mimic” the attractions of the opium economy closely, particularly for smaller and poorer farmers and laborers, providing: (i) access to inputs and credit for a profitable ready cash market; (ii) the possibility of access to land through share cropping; (iii) access to risk management instruments through contracts, forward purchases, agro-industrial supply; and (iv) remunerative labor opportunities.  Several pilot projects have tested out models of market-driven support (USAID ALP, RAMP, PAL).  The proposed support through the HDCA to the development of the annual vegetable business could be brought forward for early financing and implementation, possibly by other donors under the broader program.  Linkages to credit through MISFA would be key to rapid scaling up.

Develop and include a livestock fattening component for early scaling up: sheep fattening is a typical enterprise of poorer farmers, and as such an activity that could present a real livelihood alternative choice.  There is currently a tendency for areas of poppy concentration  to have limited livestock: there is a cycle of less wheat straw due to high levels of poppy cultivation, resulting in the need to purchase straw in some years when cropping patterns are high poppy/low wheat – which makes livestock too expensive to keep.  In these areas, a livestock fattening program could help to shift the balance of returns, particularly if breeding and fattening credit can increase, using livestock as a guarantee and if credit on opium continues to dry up as at present.  This could prompt some shift to fodder crops and livestock, and reductions in poppy.  Sheep fattening thus plays a key role in diversification, reducing the risk and increasing the return from the licit economy.  A combination of technical advice, veterinary services and credit is required.    

Propose components of the EHLP program for CNTF financing: at the 2006 London Conference, a total of $80 million was pledged to the CNTF by a range of donors.  Although CNTF has yet to approve any projects, its criteria give priority to projects in opium producing or vulnerable areas, and to projects which support the “mainstreaming” of counter narcotics objectives within institutions and programs.  EHLP, as a national priority program from a leading line ministry and meeting the eligibility criteria, could well be a candidate for CNTF financing.  There are several advantages to seeking CNTF financing for the program: (1) it can provide extra resources for a program that is under-funded and which could prove very costly when it is scaled up; (2) CNTF provides consolidated cofinancing, so that MAAH would not have to deal with multiple donors; (3) CNTF is under national budget management, so that public budget management concerns would be allayed; (4) EHLP gives a signal practical and concrete example of “mainstreaming”, and if it were “cofinanced” by CNTF it could be a flagship which would have both demonstration effect for the world at large and institutional development impacts for mainstreaming capacity and practice in both MAAH and MCN; and (5) financing a major national program like EHLP would help build CNTF and its procedures and help CNTF to focus on mainstream programs with broad impact rather than on the kind of myriad micro-projects considered up to now.

Annex 2

Afghanistan: Emergency Irrigation Rehabilitation Project (EIRP)

Treating the Opium Problem: Summary of Analysis and Recommendations

Counter narcotics strategy

Given the scale and nature of the opium problem in Afghanistan it is recognized that the illicit drugs issue cannot be dealt with in isolation from the wider state building and development process. No single project or program can address the myriad motivations and factors that influence opium poppy cultivation. The elimination of opium production will be dependent on the achievement of broader development goals, including establishing the institutions required for formal governance and promoting civil society, strengthening social protection mechanisms, as well as encouraging licit on-farm, off-farm and non-farm income opportunities.
EIRP and counter-narcotics

The EIRP aims “to provide farmers in the project areas with improved, reliable and equitable distribution of irrigation water to increase agricultural productivity and farm income, improve food security and livelihoods, and reduce vulnerability due to droughts”.  By doing so it will contribute to strengthening and diversifying legal rural livelihoods (National Priority Two of the Afghan National Drug Control Strategy (2005)) by facilitating the move from opium poppy cultivation to the production of licit crops. 

EIRP is a nationwide program, and planning provides for demand-driven implementation throughout the country.  There will thus be EIRP activities in most provinces and most districts, including drug producing provinces and districts.  As of December 31st, 2005, EIRP had approved sub-projects in all of its seven regions, including a number of opium growing provinces and distracts.

EIRP contributes to improvement in the incomes principally of better off farmers - landlords and owners of irrigated land.  Farmers with smaller irrigated plots or tail enders will also benefit, but only in proportion to their landholding and progressively less the further down the canal they have their holdings.  The poorest will benefit during the construction period from increased wage labor opportunities, and also from labor opportunities of more intensified production after rehabilitation (although most employment will probably be for family labor).  There is some risk that a move out of opium on irrigated areas could reduce share cropping opportunities, labor requirements and wage rates, reducing economic opportunities for poorer and landless farmers.  This could possibly prompt relocation of poppy cultivation to neighboring areas.

The EIRP Operations Manual provides for a discussion of opium before signature of the Memorandum of Understanding between government and the irrigators’ representatives, and the MoU contains a commitment by farmers not to grow poppy on the rehabilitated area.  Conducting such a process for the expected 1,300 schemes to be covered under EIRP is a very tall order indeed, especially as the project has very limited social mobilization skills in economic and social analysis and dialogue.  

Recommendations to improve the contribution of EIRP to the national counter-narcotics effort

Link EIRP to support services (extension, inputs, markets) that will allow farmers to adopt a non-opium cropping pattern.  At present, most sub-projects have only an engineering component.  Farmers’ incomes could be much more rapidly improved if more reliable water supplies formed part of a “package” of measures to improve productivity and profitability.  Particularly important are the advice, planting materials and market outlets to allow farmers to switch to higher value crops.  Market linkages are vital as they alone will reduce farmer risks and create sufficient farmer confidence to encourage a migration from illicit to licit crops.  Access to credit for licit cropping that can parallel the access to credit within the opium economy would be another vital encouragement to move out of illicit cropping.  EIRP should: (1) form partnerships in each area with the MAAH extension services and with any NGO or other donor projects that can provide support services; (2) discuss with MAAH whether there would be value added in a national framework agreement to cooperate on the provision of farmer support services; and (3) form an alliance with MISFA and the MFIs at provincial and local level to broaden access to production and equipment credit and to promote development of agro-processing.  MISFA outreach in rural areas has grown rapidly: ARMP, for example, will have 15 Loan Officers in rural Balkh during 2006, and in addition the First Micro-Finance Bank of Afghanistan has an active branch in Mazar.  Links to EHLP should also be explored.

Monitoring and evaluation to identify in advance the schemes where opium is produced or which are vulnerable, and to track key indicators that illustrate the changing role of opium poppy in livelihood strategies over the duration of the program.  Annex – sets out the changes recommended to the ToR of the M+E consultants.  Links should also be established with the upcoming DfID financed project executed through the National Surveillance System of CSO: “Measuring the impact of development assistance upon livelihoods and its contribution to reductions in opium poppy cultivation”.
Maximize the use of direct contracting and of community labor, and timing works in poppy producing or poppy vulnerable areas at times of peak labor demand for poppy (either to drain off labor or as cash for work in case of eradication).  For example, works in Nangarhar and Helmand might be concentrated in the period February to May, and those in Badakhshan in May to July (corresponding with harvest time).   

Improve synergies by networking, coordination and joint programming at the local level, linking in to the extent possible with CDCs: EIRP is one of a number of other National Priority Programs that provide services to farmers that are “vertical” in their delivery mechanism; a centrally financed and managed program delivering benefits to farmers without essential reference to other similar “vertical” efforts.  Field studies show the effective outreach of many of these programs but also the uncoordinated response they provide to community needs and the general bewilderment of rural people at this welcome but haphazard delivery of assistance.  The development impact – and hence the counter-narcotic impact – will be considerably enhanced if EIRP can league with other programs to be more demand driven and more coordinated in their response.  The CDCs may provide a mechanism for coordination “bottom up” from the community level.

EHLP needs to be linked to other programs in the area particularly those targeting poorer farmers by extending the provision of credit, agricultural services, and vocational training.  The specific potential for developing inter-linkages with these programs in each EHLP area though CDC’s and at higher levels (CDC clusters, District, Province) will need to be identified.  In areas where opium poppy is being cultivated and the proposed sub project is being implemented in isolation from other sectoral interventions, follow up action with relevant line ministries and district and provincial development councils is recommended.  It is recommended that it be an explicit objective and activity in the ToRs of the PCU to identify the scope for these synergies and to work on developing the mechanisms for operationalizing them.

Improve and systematize coordination between National Programs at a higher level.  The nature of the synergies needs to be made explicit, the mechanism needs to be elaborated, and the design of the institutional structure and the negotiation of the necessary relationships should be an explicit objective and activity in the ToRs of the PCU.  EIRP has taken a valuable first step in developing an “agreement of cooperation” with NSP.  This should be followed by similar agreements with NEEP, MISFA, EHLP – and possibly with the health and education programs.  Within the World Bank, there should be an explicit mandate to work up these synergies at every level.  Where other coordination mechanisms are effective – for example, Provincial Development Committees in some provinces – these should also be used. 
Revise the approach to schemes where opium is produced or might be produced to include: 

(1) an upfront risk assessment - an assessment should be undertaken to establish the likely impact of the scheme on levels of opium poppy cultivation (see Annex 3-X). This impact assessment requires an analysis of (i) the extent of opium poppy cultivation under the scheme, (ii) the different socio-economic groups involved in opium poppy cultivation in the area, (iii) how these groups will benefit and lose from the scheme, and (iv) what their likely responses will be to an increase in the availability of irrigated land.  The analysis will lead to an assessment of the likely counter narcotics and development impact of a scheme, and identification of what counter measures can be incorporated to reduce the threat of an increase in opium poppy cultivation.
(2) discussion with the irrigators before conclusion of the MoU.  The “opium clause” should remain in the Memorandum of Understanding as a statement by the government and the community of their mutual serious purpose and expectations, rather than as a legal obligation to be policed.

(3) setting up linkages with other development programs in the area that can extend the provision of credit, agricultural services, vocational training etc. aimed at increasing the attractiveness of licit economic activity (both on-farm and off-farm).  A possibility would be to give priority to schemes which can be linked to extension etc. provided by other development partners in the area.    (This is a more elaborate project than the one we have and the MTR has to consider whether it is realistic to consider retrofitting such a set of add ons in the difficult field conditions and in the weak institutional context).

Report on all the above regularly in order to develop greater MEW engagement and understanding and to widen understanding within government of the mainstreaming process.  The MCN should be consulted during the MTR, and should be asked to provide advice and to take part in tracking developments systematically.

Agree the above with government and then revise the TORs of the consultants and the operational manual to reflect the measures.

In depth studies of a small sample of communities to understand the way in which irrigation communities move from illicit to licit production.  These studies should form part of the broader studies of the process of water and land management which have been proposed and which will be discussed during the MTR.  Suggested ToR have been prepared.  Links should also be made to the comprehensive three year study of irrigation communities in four provinces across Afghanistan that are being carried out by AREU on EC financing: Applied Thematic Research into Water Management, Livestock and the Opium Economy.

* * * * *

Extract from agreed aide memoire

X 
MAINSTREAMING  COUNTER-NARCOTICS 
30. 
As part of the exercise of mainstreaming the counter-narcotics strategy into Bank operations in Afghanistan, an EIRP-specific analysis was conducted, which lead to the following key recommendations:  (i)  Collect additional information on poppy cultivation as part of sub-projects screening; (ii)  Introduce an assessment of the likely impact on opium poppy cultivation and mitigation measures to be adopted in the sub-project proposal/report; and (iii) include poppy cultivation survey as part of M&E consultants' TOR. 

31.
 Recognizing the potential risk that irrigation supplies may be used for opium production, the project team has included an exclusion criterion for selection of sub-projects to be rehabilitated in the Operation Manual. .  Furthermore, the field teams in different regions are expected to have a quick overview of the poppy production in the general project area through consulting the beneficiary communities and seek their commitment that the irrigated area benefiting from rehabilitation under the project will not be used for poppy cultivation. This commitment will then be reflected in the MOUs signed between MEW and the communities, with a statement from the community representatives (mirabs) that no poppy will be cultivated in the rehabilitated irrigated areas. However, it is felt that this single statement in the MOU is not sufficient. In order to have a clear picture of the current situation of the beneficiary areas and potential risk involved, it is recommended that the following questions be added to the Data Collection Form (Component A): (i) is poppy currently being cultivated in the area and if yes, percentage of total land under the proposed command area? (ii) If poppy is grown, what is the history of this production, and how will the potential for increased cultivation be managed? 

32.     In addition, follow-up by the project teams who manage the handover of completed schemes to the local communities is needed to ensure that farmer communities keep their commitment of not growing poppy in the rehabilitated areas. Also the project team should explore, where conditions permit, the possibility of piloting high-value crops. On irrigated land covered by EIRP schemes to demonstrate that with reliable irrigation farmers can generate substantial revenue and make a good living by not growing poppy.   

33. 
Furthermore, it is recommended that a survey and assessment of poppy grown areas in the project schemes, if any, will be incorporated in the terms of reference of the M&E consultant’s team and this will be coordinated with UNODC.  Such an assessment should help establish the likely impact of the scheme on levels of opium poppy cultivation and it requires an analysis of (i) the extent of opium poppy cultivation under the scheme, (ii) the different socio-economic groups involved in opium poppy cultivation in the area, (iii) how these groups will benefit and lose from the scheme (iv) and what their likely responses will be to an increase in the availability of irrigated land.   The risks that water is used for poppy cultivation must be discussed with Mirabs/communities and the mirab must confirm that drug crop cultivation will not take place in the command areas. This agreement must be documented in the MoU and subproject proposals. 
Annex 3

	Education Quality Improvement Program (EQUIP)



	Relevant parts of the project description
	$35.0 million grant approved July 29th, 2004.  Implementation underway.  

Component 1, School Grants: $21 million school grants to improve teaching quality (teacher training, materials etc) and improve school buildings.  EQUIP takes a community driven development (CDD) approach to education, with social mobilization of PTAs or School Management Committees (SMCs) through Ministry of Education and NGOs.  The grants are given to the SMC/PTAs, and there is 10% cost sharing.  “NSP” Community Development Council (CDC) members are included in the PTAs and SMCs.  Coordination with NSP on programming.

Component 2, Institutional and human resource development: $11.5 million to train teachers, school principals and decentralized ministry staff

Component 3, Policy development and monitoring and evaluation: $ 2.5 million to develop policy, control quality and monitor and evaluate

 

	Interface with the opium economy
	National education programs could contribute to two drug control strategy measures: # (1) development of responsible governance structures at all levels; and # (6) public education and awareness.  More broadly, education would contribute to measure # (4) growth policies and programs and social protection to sever the dependence of the poor on opium as a source of livelihoods.

EQUIP aims to be a nationwide program.  The teacher education component is being financed in other provinces by USAID, UNICEF, World Bank, Denmark, Japan.  Thus there are EQUIP activities in all drug producing provinces. 

The Bank-financed EQUIP program is in ten provinces, including drug producing provinces.  Implementation has started in five provinces, including Badakshan, which is # 2 in terms of drug production (and which also has a significant consumption problem in the Wakhan corridor).

	POSSIBLE ENTRY POINTS
	

	Governance building and institutional structures that could be partners
	The CDD approach, the responsible participation and cost sharing of community organizations like PTAs and SMCs, and the linkages with the NSP CDCs provide a possible entry point for responsible interaction on drugs.  The facilitation of the PTA/SMCs – and some of the teacher training - is done in four of the present five provinces by NGOs (BRAC and CARE), and in one – on a pilot basis – by the Provincial Department of Education.  NGO involvement could allow a flexible approach to introducing drug issues. 

	Dialogue, information, education, communication on drugs
	Teacher training addresses the 80% of teachers currently not fully trained.  The approach is cascade training.  The Teacher Training Department in the MoE manages the program.  Provincial teacher training colleges train up district teacher resource teams, which then provide hands on in-service training to teachers in the village schools.  Drug themes could perhaps be incorporated into the teacher training curriculum, possibly with different emphasis depending on the province, and then rolled out to district level and village level.  The cascade approach and in-service training provide scope for local level interactions (with teachers, SMCs and PTAs) and for feedback and flexibility.

Under separate UNICEF financing, the Department of Curriculum, with assistance from Columbia University, began curriculum development and text book writing in 2003.  Themes include health, mine awareness, peace and conflict resolution and civic education.  Drugs could be added, to target secondary school children - and parents (through the children and the PTA/SMC).

	Improvement in standard of living and income generation
	Education in rural areas with growth potential will improve human productivity.  Education in low potential areas like remote mountain valleys will prepare future migrants.

	Reducing the risk of promoting the drug economy 
	Not applicable

	Setting conditionality related to drugs 
	Not applicable

	Targeting actions based on drug objectives
	As nationwide coverage of a quality education system is the target, drug-related targeting of program investments is not relevant.

Messages (through teacher and school principal training, or in interactions with SMCs/PTAs) could possibly be tailored and targeted according to the prevalence of opium in the area. 

	Coordination of the development effort to achieve a substantial sustained impact
	Coordination within education is provided for by the strengthening of MoE at all levels.

Coordination with other development programs is weak at all levels.  Improving this would help.  Under NSP, it is envisaged that the CDCs will begin to play a role in “demanding” better public services, including education.  As a first step they will complete Report Cards on both health and education service delivery quarterly, which will be shared with the respective ministries.     

	Coordination between the program and the counter narcotics effort
	MoE is represented on the Counter Narcotics Steering Committee

Need to have an agreement on mainstreaming at the level of the Consultative Group for the sector

	Monitor and evaluate the contribution of the program to drug control objectives
	EQUIP monitors progress on its interventions, and a third party organization evaluates the achievement of objectives.

The PTA/SMCs participate in M+E as part of the “mutual accountability” and social audit of the program.

If indicators can be developed linking EQUIP actions to drug control objectives (e.g. number of PTA/SMCs having put drug production on the agenda in the reporting period etc), the M+E system could be able to track them. 


Suggested first round entry points

Discuss and agree with the Consultative Group an approach to mainstreaming drug control in the education sector

At the level of EQUIP, consideration could be given to the following first round entry points:

· structured dialogue and information regarding drug control at the community level, starting in one or two provinces on a pilot basis, facilitated by a responsive NGO partner

· development of an appropriate secondary school curriculum item in the teacher training program, again starting in one or two provinces on a pilot basis, using a responsive NGO partner

· agreement on themes to be developed in the national secondary school curriculum and the writing of appropriate text book chapters

· design of basic indicators linking EQUIP actions to drug control indicators

Annex 4

	Health Sector Emergency Reconstruction and Development Project



	Relevant parts of the project description
	$59.6 million grant approved June 5, 2003.  Implementation underway.  

Component 1, Expand delivery of the basic package of health services: $46.5 million for basic health services in eleven under-served provinces.  In eight provinces (including Kapisa, Farah, Wardak, Badghis, Nimroz, Hilmand, Sari Pul).  

NGO contractors are responsible for delivery under performance-based partnership agreements.  Each village will select two community members who will be trained as the front line village health workers.

Component 2, Equipping the rural health infrastructure: $ 3.7 million

Component 3, Pilot tests of important innovations: $ 1.0 million

Component 4, Capacity building and training: $ 6.1 million

 

	Interface with the opium economy
	National health programs could contribute to two drug control strategy measures: # (1) development of responsible governance structures at all levels; and # (6) public education and awareness.  In addition, improved health would contribute to measure # (4) growth policies and programs and social protection to sever the dependence of the poor on opium as a source of livelihoods.

The project does not address measure # (5), demand reduction and treatment.  Drug consumption and addiction are a growing problem in Afghanistan, especially among returnees, but Government policy is to treat them as a secondary (mental health) issue that will be addressed in the future (“after 2006”).

The health project is part of a nationwide program covering all districts in all provinces.  Other parts of the program are being financed by USAID and the EC.  The health program thus covers all opium producing districts.

	POSSIBLE ENTRY POINTS
	

	Governance building and institutional structures that could be partners
	In very broad terms, the health program forms part of the mutual “social contract” approach to developing responsible citizenship and adhesion to the state.  It has more of a top down delivery and monitoring system than the education program, but the selection of health workers from and by the village is a low key entry point to dialogue.

The contracting out of services to NGOs in eight of the provinces in the Bank-financed project could allow a flexible approach to introducing drug issues. 

	Dialogue, information, education, communication on drugs
	The project lacks the bottom up CDD approach that makes the NSP or EQUIP good vehicles for dialogue and education.  Nonetheless, the training of the village health workers and their periodic reporting, the role of flexible and development minded NGOs, and the monitoring and evaluation of health services are all potential channels for structuring dialogue and education.  

Health services also have privileged access to women and children and so can transmit messages through this segment in a way other services may not.  The project is targeting an increase in the number of health facilities with women health workers from 60% to 80%, which could facilitate a gender specific dialogue.

Drug themes can be incorporated into health education, directly regarding consumption, and indirectly regarding production.  At the least, health services can contribute to a “symphonic effect”, where all services convey the same message in different ways through different instruments.

	Improvement in standard of living and income generation
	Health improvement in rural areas with growth potential will improve human productivity.  Health improvement in low potential areas like remote mountain valleys will raise standards of living and prepare future migrants.

	Reducing the risk of promoting the drug economy 
	As drug consumption both causes severe health problems and fuels demand, it is an important health and development issue.  The education and health services have a role to play in education and treatment.  The Bank might promote this dialogue within Government and consider how to support implementation. 

	Setting conditionality related to drugs 
	N/A

	Targeting actions based on drug objectives
	As nationwide coverage of a quality system is the target, drug-related targeting of program investments is not relevant.

Messages (through training of front line community health workers, poster campaigns, talks in schools etc) could possibly be tailored and targeted according to the prevalence of opium production or consumption (or risk) in the area. 

	Coordination of the development effort to achieve a substantial sustained impact
	The project provides for a provincial coordination committee chaired by the provincial health director and including NGOs operating in the province.

In two provinces (Badghis, Wardak) the NGO contractor for the health project and for NSP is the same (BRAC and SCA respectively), which eases coordination.

Coordination with other development programs is weak at all levels.  Improving this would help.  Under NSP, it is envisaged that the CDCs will begin to play a role in “demanding” better public services, including health.  As a first step they will complete Report Cards on both health and education service delivery quarterly, which will be shared with the respective ministries.



	Coordination between the program and the counter narcotics effort
	MoH is represented on the Counter Narcotics Steering Committee

Need to have an agreement at the level of the Consultative Group for the sector

	Monitor and evaluate the contribution of the program to drug control objectives
	Under the project, a household survey will be carried out by a third party to collect base line data, including information related to education, access to clean water and sanitation, and other factors that directly affect human development.  A follow up study will be done 30-36 months later.  The survey includes questioning of managers, health workers and patients/parents.  (If it is not too late!), this survey could include questions related to drugs, both on the consumption side and in terms of the knowledge and behavior of the managers, community health workers and villagers.

If indicators can be developed linking health project actions to drug control objectives (e.g. number of consultations where drug issues were raised in the reporting period etc), the M+E system would be able to track them. 


Suggested first round entry points

Discuss and agree an approach to mainstreaming drug control in the health sector

At the level of the health project, consideration could be given to the following first round entry points:

· training of managers and front line health workers in dealing with opium issues in the community, with consideration to a gender specific approach, starting in one or two provinces on a pilot basis, using a responsive NGO partner

· inclusion of drug issues in the initial household survey (???) and design of basic indicators linking health project actions to drug control indicators

· (In Badghis and Wardak, agree with BRAAC and SCA to pilot a common approach to drugs through both the health project and NSP)

� This annex reproduces Appendix 11 of the project appraisal document.


� This annex reproduces Annex 11 of the project Mid-Term Review Report and the relevant paragraphs of the agreed aide memoire of the mission (March 25-April 5, 2006).
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