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A. Project Development Objective

1. Project development objective: (see Annex 1)

The development objectives of Uttar Pradesh Water Sector Restructuring Project (UPWSRP) are:

(i) to set up an enabling institutional and policy framework for water sector reform in the State for
integrated water resources management; and
(ii) to initiate irrigation and drainage sub-sector reforms in the State to increase and sustain water and
agricultural productivity.

Fundamental reforms are required in the planning and management of the water sector and the irrigation
and drainge sub-sector to help improve rural livelihoods in a sustainable manner. Such reforms cannot be
achieved by a single stand-alone investment. A flexible long-term program approach with a vision covering
a 15 to 20-year horizon is needed. This project, embedded in such a programmatic framework, would
initiate the reform program and develop replicable models of reforms through demonstrative but large-scale
pilots with associated investments in selected sub-basins of the Ghaghra-Gomti basin, which would
improve the living standards of the poor in these areas.

2. Key performance indicators: (see Annex 1)

The key performance indicators of UPWSRP are:

(i) Establishment and operationalization of the following institutions for integrated water resources
planning and management
- State level: State Water Resources Agency (SWaRA), State Water Resources Data and Analysis

Center (SWaRDAC), State Water Tariff Regulatory Commission (SWaTReC);
- Basin level: Ghagra-Gomti Basin Entity;
- Sub-basin level: Development and Management Boards in two selected sub-basins.
Operationalization would be indicated by the preparation and use of environmentally-sustainable

basin/sub-basin development plans to guide future investments, rationalized tariff setting and
community-led management of village water resources in the selected sub-basins.

(ii) Business Process Re-engineering including right-sizing of the UP Irrigation Department (UPID) and
establishment and effective use of modem information management systems. Right-sizing would be
indicated by elimination of redundant staff and introduction of modem skills and tools.

(iii) Modemized operation of irrigation and drainage infrastructure covering about 300,000 ha in selected
sub-basins with agricultural intensification and diversification.

(iv) Operation and management of irrigation system of at least one distributary in the selected sub-basins
by the private sector including the formation and operationalization of 600 water user associations for
participatory irrigation management.

(v) Increases in stakeholder income levels with improved equity in distribution of incomes in the selected
sub-basins.

B. Strategic Context

1. Sector-related Country Assistance Strategy (CAS) goal supported by the project: (see Annex 1)
Document number: 22541-IN Date of latest CAS discussion: 04/05/01

UPWSRP is consistent with the Bank Group Country Assistance Strategy discussed by the Executive
Directors on April 5, 2001. The project has been formulated following three core CAS principles:
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Selectivity - focus on states that are implementing wide-ranging reform programs. Uttar Pradesh (UP), one
of the poorest states in India, has embarked on overall fiscal, governance and sectoral reforms. The Bank
is assisting UP in this endeavor.
Partnerships - at the Government of India (GOI) and the State-levels and with other donors who are also
adopting state focus strategy. This project would create the enabling environment for multi-donor and
private sector partnerships in the water sector.
Programmatic Approach - to provide the long-term perspective for the reform agenda and to mainstream
social, gender and environmental considerations into the program matching instruments to the nature and
content of the programs pursued. This project is firmly embedded in a long-term programmatic framework
for socially and environrnentally sustainable development of the water resources of the state in general, and
of irrigation and drainage management in particular.

Sector-related State Assistance Strategy (SAS) goal supported by the project:

A unique feature of the Bank's development partnership with UP is the development (in October 1999) of a
comprehensive State Assistance Strategy that proposed that the Bank assistance be based on the following
principles targeted to improving governance and promoting growth:
(i) supporting Government of Uttar Pradesh (GOUP) in developing, articulating and implementing its own
policies,
(ii) using different lending and non-lending instruments to develop an integrated and cohesive package of
assistance to the state,
(iii) sequencing of support, to take into account the difficult initial conditions in UP and the possibility of
delays in reform implementation, and
(iv) being large enough to have an impact on this poor, heavily populated state.

The World Bank assistance to UP recognizes the high-risk but also potentially high-return nature of the
investments. In accordance with the SAS, the project has been designed to initiate a comprehensive,
integrated, reform-based and sequenced investment program of support to effectively develop and manage
the water sector and irrigation and drainage subsector. Given the large size of the water sector in UP, any
effective program to reform the sector and to modernize the irrigation and drainage systems will have to be
large in size to have an impact. The magnitude of the investments in this project even for "piloting" reform
options in a 300,000 ha area, which is only 3% of the currently irrigated area in the state, reflect the
context of the reforn program.

Governance and growth: The Bank is working on various lending instruments which are targeted to
improve governance and stimulate sustained growth in the state. UPWSRP has been prepared in close
synergy with these efforts and its reform agenda directly supports the broader governance and fiscal reform
agenda essential to stimulate growth in UP. UPWSRP would directly contribute to and strengthen the
overall fiscal and governance reform program in UP through measures designed for institutional
restructuring and downsizing and improved performance of the UPID together with pricing reforms in the
water sector. Such measures would be complemented by user participation mechanisms, agricultural
linkages and private-sector participation in the irrigated agriculture sector. Reforms in the irrigation sector
are crucial for the success of the overall reform program in UP, given the fiscal burden imposed by
irrigation on the exchequer. Agricultural intensification and diversification to be supported under the
reform agenda of this program in the water sector would contribute to creation of both additional on-farm
and off-farm employment.
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2. Main sector issues and Government strategy:

Background

The economy of UP (population of 166 million, with an estimated 35% living below the poverty line), is
dominated by agriculture, which accounts for 40% of State GDP, and 75% of employment. About 70% of
agriculture in UP is dependent on irrigation with about 11.7 million hectares of cropland currently
irrigated using surface water sources at an average gross cropping intensity of about 100%. Agriculture
sector performance, and its important share in the economy, is declining in UP and large productivity gaps
exist between achievement and potential. Agriculture sector growth, which has averaged about 1% in
recent years, will have to be at least 3% to keep up with population growth, and grow at even higher rates
to begin to significantly alleviate poverty and increase incomes. Irrigated agriculture is expected to be the
engine of this growth but is constrained by a failing public irrigation and drainage system, and poor water
management. Sustainable productivity increases require increased cropping intensity with substantial
diversification to high-income crops for which a well-functioning, fiscally-sustainable irrigation and
drainage system integrated with appropriate agricultural inputs and processes is a pre-requisite.

Water use for agriculture cannot be considered in isolation of other uses, which requires an integrated
approach for sustainable water resources planning, management and operation in a river basin framework.
Due to competition from increasing demands for agricultural, domestic, power, industrial, environmental
and other uses, allocation of water for these purposes in the appropriate quantity and quality will become
increasingly difficult.

Issues

The main water sector issues are:

a. Lack of effective institutional coordination, and particularly collaboration, among departments in
different sub-sectors which significantly affects the return on and sustainability of the State's massive
investment in water supply and irrigation infrastructure. The water using sub-sectors plan. invest and
operate disjointedlv, including irrigation and drainage, flood control, industry, drinking water, etc.
resulting in inefficient use of natural and financial resources.

b. Inadequate mechanisms and knowledge base for planning, allocating, developing, and managing water
resources in each basin taking into account social and environmental issues.

c. Lack of appropriate legal. regulatory and administrative framework required for a financially
sustainable water sector.

The main irrigation and drainage sub-sector issues are:

a. Lack of effective user participation and private sector involvement leading to poor services, heavy
subsidies and lack of accountability. These, combined with a lack of effective consultation by UPID
with the stakeholders in the appraisal, design, construction and management of irrigation systems have
resulted in poor system performance, low cost recovery, a fiscally constrained Irrigation Department
(see figure B-I) that is unable to finance adequate maintenance, effective operations and services, or
needed system rehabilitation, remodeling or investment.

b. Low productivitv of water due to the unreliable irrigation supply and inadequate extension services
resulting in poor adoption of available agricultural technology, inputs and diversification

-4-



c. Lack of adequate and appropriate human resources in the subsector, including badly needed critical
management skills, particularly in the technical organizations that are expected to manage water and
provide improved water services in the future.

d. Large establishment costs in the subsector take up a substantial portion (see figure B-2) of the state
budget leaving only a small amount for operations and maintenance. With poor maintenance, the
irrigation and drainage infrastructure is dilapidated, the irrigation commands do not fully receive water
and the drains are choked leading to land degradation due to water logging. Both these impacts result in
a diminishing revenue base. In addition, low water charges and poor collection rates result in
inadequate revenues to meet even the recurrent expenditures of the irrigation department.

e. Lack of adequate resources which is constraining substantial investments required to rehabilitate and
modemize the dilapidated irrigation and drainage infrastructure covering 11.7 M hectares.

State Tubewell & Canal Operation
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Figure B-1: Irrigation Department Revenues and Expenditures
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Figure B-2: Breakdown of Irrigation Department Expenditures
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Government Policies and Strategies

Government of India (GOD):

The National Water Policy (1987) recognized water as a precious national resource, and outlines the GOI s
vision on how to plan and develop water resources from the national perspective. The policy also
recognizes the river basin as the basic hydraulic unit for planning of water resources development, and calls
for appropriate measures to optimize utilization of these resources. More recently, GOI strategy has been
further articulated through the GOI/World Bank India: Water Resources Management (WRM) Sector
Review (1998) "Initiating and Sustaining Water Sector Reforms" (Report Number 18356-IN). Key
features of this strategy (which are also in line with the Bank's 1993 Water Resources Management Policy)
include:

(a) comprehensive planning and management of water resources on a multi-sectoral and river
basin basis, including incorporation of environmental management practices for resource
protection and sustainability;

(b) focus on using irrigation as a critical tool for augmenting agricultural production and on
efficiency of use and effectiveness of irrigation services;

(c) reforming and restructuring Government water institutions to commercially oriented, effective
and efficient agencies; and

(d) user participation and partnership building.

Govenmuent of Uttar Pradesh (GOUP):

In 1999, the GOUP adopted a progressive State Water Policy (SWP) which is in line with the National
Water Policy. The broad objectives of the SWP are to:

o ensure preservation of the scarce water resources and optimise its utilization;
* bring about qualitative improvement in water resource management which should include users'

participation and decentralisation of authority;
- maintain water quality, both surface and underground, to established norms and standards;
- promote formulation of projects on the concept of basin or sub-basin, treating both surface and

groundwater as a unitary resource and ensuring multipurpose use of the water resource;
* ensure ecological and environmental balance while developing water resources;
* promote equity and social justice among individuals and groups of users in water resource

allocation and management;
* ensure self-sustainability in water resource development;
* provide a substantive legal framework for management;
* develop an adequate information and knowledge base;
* promote research and training facilities in the water sector; and
* provide mechanisms for the resolution of conflicts between various users.

GOUP plans to implement the SWP recommendations within a long-term programmatic framework for
introducing water sector reforms. The proposed Water Sector Reform Prograr starts with a paradigm
shift by adopting a riverbasin approach for development and management of water resources. This reform
program would consist of state-wide policy and institutional reforms in addition to reforms in the
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development and management of water resources in each of the five major riverbasins of the State. The
program recognizes that cross-sectoral issues such as water scarcity, competing demands for water,
pollution and environmental sustainability must be resolved at a higher policy level to provide an enabling
environment for optimizing the productivity of water. Therefore, the policy advocates the need to create
appropriate apex institutions with necessary legal basis at the State-level and in each basin/sub-basin to
manage, plan and allocate water resources amongst its user sectors (such as drinking, agriculture, industrial
development, hydro-power, thermal power, water transport, recreation, minimum flow necessary in rivers
for environmental protection), treating water resources (surface and ground water) as a unitary resource.
These institutions would implement the SWP. In particular, they would prepare riverbasin development and
management plans taking into account social and environmental considerations and optimum utilization of
all sources of water. All development work to be carried out by line agencies, public and private sector
enterprises would have to be within the framework of these plans. Preparation of plans and management of
a resource require reliable, adequate standardized data and knowledge base. These institutions would
ensure that such a database is developed, updated, maintained and made available to the citizens as
required.

Another key thrust of the reform program is to address issues related to the irrigation and drainage
sub-sector. This would involve restructuring UPID with substantial downsizing to reduce the establishment
costs and non-productive expenditure, improving the skills of the restructured department, and to change
the way business is conducted in providing irrigation and drainage services in the State. Public-private
partnerships would be promoted to mobilize the substantial investments required to modernize the irrigation
and drainage infrastructure in the State to meet the demands of a burgeoning population. In modernizing
the infrastructure, particular. focus would be on agricultural intensification and diversification which is
central to improving rural livelihoods.

3. Sector issues to be addressed by the project and strategic choices:

In order to implement the GOUP reform program, there is a need to initiate reforrns both on integrated
water resources management as well as in each key subsector. The project seeks to focus on (i)
institutional and policy framework development for state-wide water sector reform; and (ii) the irrigation
and drainage subsector among the various water-related sub-sectors. The first key strategic choice made in
the project is to embed it in a long-term (12-15 yr) programmatic framework (see Figure B-3), which would
allow time for basin level planning and water allocation, and concept of riverbasin management to become
firmly rooted. The UPWSRP, the first project in this program, would be for a 5 year period. Subsequent
program phases will be triggered by achievement of sustainable policy and institutional reform measures
that are identified a priori.
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PrIHASE-I PHASE-I1 PHASE-I11 IIHIASE-I'

UP Water Sector Restraeturing Projectiffi _ sass sa. -ma. 7 ix,szxee w u1> . .........................
Trigers A Triggers B

* Set up and operationalize SWaRA ...................................................
SWaRDAC and SWaTReC Set up and operationalize a state agency for water-related disaster ........................

management (floods, droughts, darn safety, industrial safety) Strengthen knowledge base
cc L * Basin plans and decision support Improve the knowledge-base and analytical capacity for integrated: development, sharing ad

systems for Ghagra-Gomti basin water resources management and prepare basin plans and decision : applied research

O _ ~~~~and two selected sub-basins support systems for 3 other major basins and all sub-basins of the . Support existing basin entitics;
* Initiate rational tariffsetting by Ghaghra-Gomti basin : develop basin plans and

SWaTReC * Support existing basin entities and set up and operationalize sub- : decision support systems fot

Piloting Integrated Water * basin development and management boards for all sub-basins : all basins in UP and set up
1_ Resources Management and basin * Integrate sub-basin development and management boards into : sub-basin and basin

development and management Basin development and managementanagement entities
C hoards in two selected sub-basins * Define, establish, monitor and enforce tradable water rights * Explore cooperation in a

~~~., , ,,,, , regional content* t ...... .................. ~~~................................................... reioa conex

Irrigation & Drainage: ,
U r o a : Irrigation & DrAlinage Sub-Sector Reforms

U' : Upscalergaton eprtdnt. ...Irr .ati.n ......it ..g..SobstrenPIgathening (capacity-buiing . RUpscale downsizing and right-skilling at UPID * * rrttlm e^orm s

introduction of new skills, Reforms to integrate all irrigation and drainage sub-sector Sector Reforms
downsizing, business prcess institutions Scaling-up and refinement I

meengineering, * Scaling-up management models in Irrigation & Drainage : management models

Piloting management models Orperations o m UI 
:5 :Y (WUA and private sector Corporatization of some UPID functios

c operation) in Imrsgabon and * Upscale rehabilitation and modemization of irrigation and drainage
-s Dra inage Operations systems to 3 other branch-basins

;1 z * Volumetric delivery and sale of . * Support integrated apprmaches to improve the energy-water-land
; _ water d management nexus

Rehabilitation and demizationa ei
of 2 branch basin irrigation and n Pdblr-priV ate partnerships
drainage systems, including . (Iitiate usher Water-related Sub-Sestor Reforms h X dripwkin1 rvatic

conjunctive use and upfront : (urban ',ud rural water supply, etc.s : e~irnirl manaemnt
linkages to agricultural ... . ........ I ..... .ns.m........management,
intensification and diversification x .. c.. 

Triggers A: SWaRA, SWaRD)aC, SWaTfRec( and 2 sub-basin developnt and muanagemcnt boards fully operational
Modernized operation of 300,000 ha with WUA formation, volumetric deliveries and sale Replicable models
for downsizing fully developed;
Fully operational manlagement information systems for decision support in Clsagra-Gomlti basin

Triggers B: To be decided (luring preparationi of UPWSRP-1 (similar for triggers after thiat)

Figure B-3: Programmatic Framework

*rhe second kev strategic choice made by the project is to focus on institutional, fiscal and policy reforns
upfront to support the infrastructure investments required to modernize the irrigation and drainage
sub-sector and emphasize agricultural intensification and diversification through the establishment of
upfront linkages between the irrigation and agriculture sectors.

The third key strategic choice made by the UPWSRP is to adopt a river basin development and
management approach to address all issues related to water in an integrated, environmentally and socially
sustainable framework and focus on the Ghagra-Gomti Basin (GGB) for the initial implementation of both
the water sector and irrigation and drainage sub-sector reform programs.
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Figure B-4: Percent of families living below poverty line in Ghagra-Gomti Basin

l'he selection of Ghagra-Gomti basin for the project interventions was particularly influenced by its poverty
status. The percent of fanmilies living below poverty line as specifted by the GOUP is substantially above
the State average, as illustrated in Figure B-4. This shows that 15 out of of the 19 districts in the
Ghagra-Gomti basin have a much higher proportion of people living below poverty line than the UP State
average. In addition, a wide range of water management issues are present in this basin where a highly
under-utilized surface water ir-rigation potential of nearly 4 Mha has been created. Considerable
groundwater resources have been tapped in the basin by the private sector; however, excellent potential still

exists for groundwater exploitation which could significantly increase cropping intensities. Impeded

drainage results in substantial yield red-uctions for the Kharif (monsoon) crop and in delayed planting of the

Rabi (winter) crop, which makes the Rabi crop vulnerable to pests. The upper part of this basin ties in

Nepal, and given the recurrent flood damages in Uttar Pradesh and the potential to develop storage in Nepal

for flood mitigation, augmentation of dry season flows, and generation of electricity, opportunities exist in

te long-term for bilateral cooperation as well. Unexploited opportunities exist for developing small

hydroelectric systems in the basin. Poor water quality due to agricultural, industrial and domestic pollution

present major health hazards. Conservation and effective management of village ponds and other aquatic

eco-systems is lacking. Therefore, an integrated water resources management approach and modernized

operation and management of the irrigation and drainage infrastructure would be piloted in two selected

areas within this basin under the project.

C. Project Description Summary

1. Project components (see Annex 2 for a detailed description and Annex 3 for a detailed cost

breakdown):

The water sector reform would be initiated through Component A. Irrigation and Drainage sub-sector

reforms would be initiated through Component B. Reforrn options for integrated water resources

management would be piloted at the sub-basin level through Component C and the reform measues for

sustainable and efficient operation and management of irTigation and drainage infrastructure would be

piloted at an appropriate scale in selected commands and associated drainage boundaries through

Component D.
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Component A: Creation of Apex Water Institutions and Strengthening Socially and Environmentally
Sustainable Multi-sectoral Water Resources Planning, Allocation and Management Capacity

This component would support the setting up and operationalizing State Apex water institutions proposed
in the State Water Policy. These include:

* State Water Resources Agency (SWaRA): This institution would develop environmentally and
socially sustainable inter-sectoral water allocation and optimal water resources management inr a
basin context throughout the State. it would also serve as the technical secretariat for the State
Water Board.

* State Water Resources Data and Analysis Center (SWaRDAC): This institution would collate,
verify, analyze and disseminate information on all aspects of integrated water resouwces
management and assistance in basin planning.

* State Water Tariff Regulatorv Commission (SWaTReC): This is envisaged as the central agency
to review and monitor water sector costs and revenues, and to rationalize and set user fees to
enable the sector institutions to be financially self-sustaining.

* Ghagra-Gomti Basin Development and Management Entity (GGBDME): This would be set up as a
multi-sectoral and representative body that would help refine and implement environmentally and
socially-sustainable water resources development and management plans for the GGB.

The project will enhance the capacity of these institutions through provision of computer hardware, software
and connectivity, consultants' services, office building (2000 sq.m) and equipment, incremental staff and
operating costs and extensive training.

Component B: Irrigation Department Reform, Capacity Building and Business Process
Re-engineering

This component would initiate measures required to rationalize and streamline the manner in which
irrigation and drainage investments are planned, implemented, managed, operated and monitored. This Nv ill
involve the following activities:

* Institutional Reform: This envisages the execution of a program to reduce UPID establishment
costs through a phased Voluntary Retirement Scheme (VRS) and other approaches, undertaking
staff awareness, consultation, training and re-training campaigns, and establishment of a Reforms
Task Force (RTF) to monitor implementation of the reform program and oversee further
institutional studies.

* UPID Capacity-building: This includes modemization of the technical, administrative and
managerial capacity of UPID, which would be carried out through the provision of technical
advisory services, training and study tours in order to equip it with the technical, managerial, social,
environmental, economic and information management skills necessary for modem irrigation
management in partnership with the farmer clients.

* Business Process Re-Engineering: This activity involves the setting up of an extensive management
information system and supporting administrative and water resources databases and associated
analytical and7commuimcation facilities to modernize and streamline UPID business processes auif
provide the tools necessary for modem technical, financial, operational and managerial capacity,
strengthening inter-agency coordination and public-private partnerships and piloting participatory
irrigation management approaches.

- 10-



Component C: Piloting Reform Options in Water Resources Management

This component seeks to operationalize the concept of integrated water resources management in a basin
framework with decentralized basin development and management institutions. Given the large number of
large river basins in UP, it would be appropriate to begin in selected sub-basins supported by demonstration
pilots. This would involve the following activities:

* Creation and Strengthening of Jaunpur Branch Sub-basin Development and Management Board
(JBSDMB) and the Imamgani Branch Sub-basin Development and Management Board (IBSDMB)
through support for infrastructure, technical advisory services and operating costs. These Boards
are expected to be focal points for shared vision water resources planning and management in the
selected sub-basins.

* Decision Support Systems development through information systems and modeling for socially and
environmentally sustainable optimal water resources management in the JBS and IBS.

* Rainwater Harvesting through improvement of community-managed village ponds through technical
advisory services and conservation and management of other water bodies in the JBS and IBS
through small works and technical assistance for sustainable community-based management.

* Piloting Canal-based Small Hydro Development in the IBS located at Km. 6.5 on the Imamganj
Branch Canal accompanied by appropriate institutional development for participatory management
of the scheme.

Component D: Piloting Reform Options in Irrigation and Drainage Operations (PROIDO)

This component would operationalize the concepts and provide the necessary investments for (i) reliable
delivery of water measured and supplied on an appropriate volumetric basis in the irrigation systems to
improve system performance, cost-recovery and accountability of the service provider; (ii) effective drainage
network operation and management and conjunctive use to assist in effective water management (iii) an
outcome-oriented approach with integrated sustainable agricultural intensification and diversification and
private sector participation to complement effective water management; and (iv) unbundled operational
management of the irrigation and drainage systems, including participatory user management and private
sector participation. Given the current state of irrigation and drainage infrastructure in the State and the
magnitude of tasks and finances required to achieve the above throughout the State, these far-reaching
reforms would be initiated at an appropriate scale to build confidence and generate lessons in mainstreaming
these reforms.

The PROIDO component would therefore involve the following activities:
* Rehabilitation and modemization of the irrigation and drainage systems based on community

priorities in about 300,000 ha covering the physical irrigation delivery systems and drainage
infrastructure in the Jaunpur Branch Command of the JBS and the Bahraich Distributary Command
of the IBS (including electronic and other measuring devices) to enable reliable systems operation
and supply of water on a volumetric basis. This would include the development of an appropriate
knowledge-base (including detailed topographic and asset surveys and GIS development), detailed
cousutltatioi and environmrnetal and social assessmients prior to civil works, baseline development~
and awareness-building and training activities. The community involvement would be facilitated by
formation and operationalization of Water User Associations (WUAs), and extensive consultations
and joint walkthroughs.

* Agricultural intensification and diversification through support for extension, study tours and other
training, and on-farm trials for agriculture and horticulture and, promotion of
environmentally-sustainable techniques (including integrated pest management and organic
farming), improvements in livestock management and knowledge dissemination through village
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kiosks. This activity would be coordinated by the Bank-financed Uttar Pradesh Diversified
Agriculture Support Project (UPDASP) and would involve other line departments, NGOs and the
private sector.

* Piloting replicable management options for irrigation and drainage systems operations and
agricultural diversification. This would involve (i) progressive transfer of management
responsibilities to WUAs at the minor-level; (ii) testing management paradigms at the
distributary-level by leasing to a private sector operator or to a financially-decentralized UPID
entity; and (iii) induction of specialized crop zone management by private sector.

The lessons learned from the implementation of this component would help shape the rehabilitation and
management structures to be adopted in future investments.

Component E: Feasibility Studies and Preparation Activities for the Next Phase

This would include initiating topographic surveys and environmental, social and other assessments and
preparation of feasibility studies for activities to be undertaken in the second project in the UP Water Seci:or
Reform Program. Lessons learned during early implementation of the project would be reflected in this
preparatory work.

Component F: Project Activities Coordination

The project activities would be coordinated by a multi-disciplinary Project Activities Core Team (PACT).
This component is designed to assist the PACT with its role in facilitating and guiding the implementation
and monitoring of all project activities, ensuring synergy and coordination amongst activities and agencies
implementing these activities, preparing consolidated reports and facilitating training.

Indicative Bank- cfo of
Component Sector Costs % of financing Bank-

___________________________:__ (US$M) Total (US$M) financing
A. Creation of Apex Water Institutional 12.27 7.1 10.65 7.1
Institutions and Strengthening Socially Development
and Environrnentally sustainable
Multi-sectoral Water Resources
Planning, Allocation and Management
Capacity
B. Irrigation Department Reform, Agency Reform 38.52 22.2 28.79 19.3
Capacity Building and Business
Process Re-engineering
C. Piloting Reform Options in Water Natural Resources 9.35 5.4 8.47 5.7
Resources Management (PROWaRM) Management
D. Piloting Reform Options for Irrigation & 100.19 57.7 89.01 59.7
Irigation and-Drainage Operations Drainage
(PROIDO)
E. Feasibility Studies and Preparation Irrigation & 6.12 3.5 6.12 4.1
Activities for the Next Phase Drainage
F. Project Coordination Institutional 7.25 4.2 6.16 4.1

Development
Total Project Costs 173.70 100.0 149.20 100.0

Total Financing Required 173.70 100.0 149.20 100.0
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2. Key policy and institutional reforms supported by the project:

Water Sector Reforms:
(i) The introduction of multi-disciplinary, multi-sector and transparent approaches in sustainable planning,
allocation, development, and management of the State's water resources.
(ii) Devolution of holistic water resources planning and management decision-making to the Sub-basin
Board level.
(iii) Rationalize water tariff-setting through setting up and capacity-building of SWaTReC.

Irrigation & Drainage Sub-Sector Reforms:
(i) Improving the financial sustainability of UPID in irrigation and drainage operation and maintenance by
reducing establishment costs (by streamling operations and piloting a VRS), and improving revenues
(through tariff rationalization and increased revenue base).
(ii) Improving the skill mix and technical competence of irrigation department personnel to meet the
challenges involved in constructing, operating and maintaining the irrigation and drainage infrastructure
with public-private partnerships and stakeholder involvement in the twentyfirst century.This would include
state-of-the-art communications, knowledge and information acquisition and management systems.
(iii) Enabling the introduction of participatory irrigation management.
(iv) Initiating private sector participation in the operation and maintenance of irrigation and drainage
infrastructure.

3. Benefits and target population:

The main investment component of the project is targeted towards the Ghagra-Gomti basin in Eastem UP.
Farm sizes in eastern UP average 0.6 ha (barely enough to sustain a family). The landless population also
is dependent on income generated from the farming sector, either as direct suppliers of labor or in non-farm
activities generated by the income and employment creation from the farm sector. The UPWSRP
investment in irrigation and drainage infrastructure improvement, and the subsequent phases of the
Program, will create an enabling environment required to improve incomes of the people living in the basin
and would assist in minimising degradation of natural resources. Greater employment opportunities both in
on-farm and more importantly in off-farm activities would be created as a result of agricultural
intensification and diversification to commercial crops. Crop diversification is expected to encourage
growth of agro-industries.

UPWSRP investments would recover over 100,000 ha of currently unutilized irrigation potential and bring
it under irrigation coverage in both Jaunpur and Imamganj branches. Furthermore, implementation of this
project would facilitate the shifting of irrigation source from ground water to surface water in an area of
about 96,000 ha mainly in Jaunpur branch command. Enhanced irrigation coverage and better water
management in the reform project area is expected to enhance the annual production of major crops such as
cereals (152, 000 t), sugarcane (1 million t), rapeseed/mustard (15,000 t), gram (14,000 t), fruits (69,000
t), vegetables (46,000 t) at project completion. Annual incremental financial benefits arising from these
incremental agricultural production would be Rs 1.3 billion in January, 2001 prices. It is estimated that the
project would positively impact 47,000 farm families, moving them above the poverty line, constituting
20% of the total number of farm families presently living below poverty line in the reform area. As a result
of this, poverty would come down from the current level of 47% to 38% of the total number of farm
families. The project impact on agriculture through intensification and diversification in farming activities
will also help in generating additional employment opportunities quantified as 6.5 million person days
which is equivalent to 22,000 rural farm jobs per year within the project area. This represents about 24%
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increase in rural farm employment from the existing level in the project area. Since most of the fann-job
demand would be met from hired labour, the project has the potential of enhancing the employment and
income opportunities for the landless people in and around the project area. Actual impact on employmert
and income would be even higher than the above levels in view of off-farm employment likely to be
generated in marketing and agro-processing through diversified fanning activities such as orchards, fodcler,
industrial crops and others as envisaged in the project. Implementation of this project involving civil works
would further add, temporarily, to the employment opportunities during the project execution phase. The
increase of local supplies of fruits and vegetables and milk would enable low income families to diversify
their diets which would otherwise have not been possible due to the high cost of these items when imported
from other locations.

4. Institutional and implementation arrangements:

Coordination & Oversight:

Key Institutions Implementation Responsibilities
Program Steering Committee * Provide oversight and policy linkage
(PSC) (established in 2000) and * SWB would act as a Board of Directors for SWaRA
State Water Board (SWB)
(established in 1996)
Project Activities Core Team * Provide technical and administrative guidance for implementation of all
(PACT) (established through project components
Government Order, GO) * Facilitate interaction across line departments, private sector, NGOs and

water users
* Approve all procurement packages
* Routing for all project fund flow
* Consolidated monitoring and evaluation and reporting
* Guide and approve all key training activities

Water Sector Reforms:

Key Institutions Implementation Responsibilities
SWaRA (established through GO) * Water resources planning, inter-sectoral allocation and guidance for

sustainable management
* Preparation of decision support systems (DSS) for all the river basins of the

State, starting with the Ghaghra-Gomti basin in this project
* Provide technical and policy inputs to the SWB
* Faciliate interaction among various stakeholders

SWaRDAC (established through * Collate, validate, analyze, and disseminate all data related to water
GO) availability, demand, and management

* Assist SWaRA and JBSDMBIIBSDMB in DSS development
SWaTReC (to be established * Set water tariffs on a rational basis
before end PY2) * Regulate tariff setting in private sector, NGOs and WUAs

* Pilot use of economic instruments for effective water management
JBSDMB & IBSDMB (to be * Preparation of sustainable and holistic water resources development and
established before end PY2) management plans for the Jaunpur Branch Subbasin and Imamganj Branch

Subbasins
* Faciliate interaction among various stakeholders, including assistance and

guidance for the sustainable management of wetlands and piloting
rainwater harvesting and fisheries development in selected village ponds
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Irrigation & Drainage Sub-Sector Reforms:

Key Institutions Implementation Responsibilities
UPID (existing-established in 1863) * Rehabilitation and modernizatin of the irrigation
[Note: Within UPID, the primary coordination and drainage infrastructure in Jaunpur Branch
responsibilities would lie with the Engineer-in-Chief, CE Subbasin and Imamganj Branch Subbasins,
Level I (East), CE Level II (Externally-aided projects), including the development of canal hydro
CE Level II (Sharda-Sahayak System), CE Level II * Formation of WUAs and gradual transfer of
(Saryu System - West), Jaunpur Branch Sub-basin and management of minors
Imamganj Branch Sub-basin Circles] * Business process reengineering
Uttar Pradesh Diversified Agriculture Support Project, * Irrigated agriculture intensification and
UPDASP (existing) diversification in JBS and IBS through coordination

with agriculture, horticulture and animal husbandry
departments, NGOs, private sector and farmers

* Piloting integrated pest management, integrated
plant nutrient management, organic farming,
indigenous technical knowledge application

* Training and dissemination of information relating
to environmentally and socially-sustainable
agriculture

Water and Land Management Institute (WALMI) and * Assist in the formation, training and
NGOs (existing) capacity-building of WUAs
WUA (to be established) * Obtain water from UPID or other bulk water

suppliers and distribute amongst the farmer
members in the JBS and IBS

* Maintain minor systems in the JBS and IBS
Private Sector * Operate and maintain irrigation systems for selected

distributaries in the JBS and IBS as a bulk water
provider

* Operate and maintain irrigation and drainage
infrastructure for specialized crop systems

.______________________________ management in the JBS and IBS

- 15-



D. Project Rationale

1. Project alternatives considered and reasons for rejection:

The key altermatives considered for the project are summarized in the Table below (Note: the Altematives ii
bold with an * are the ones selected for this project).

Type Alter-natives Advantages Disadvantages
Inrigation Systems * Focus on only one sector * Limited focus ignores basin setting
Approach

Integrated, * Multiple sector focus; integrated basin * No integrated basin and sub-basin plans develope Jyet;
Sectoral Conitext Multi-sectoral Basin implementation highly complex; institutional capacity is weak

Approach

Initial focus on * Key policy and institutional reforms can be * Long-tetm basin planning needs to be developzl for the

Irrigated state-wide but physical interventions confined overall Ghagra-Gomti basin
Agriculture in an to selected areas keeping in mind the * Other water sub-sectors not emphasized upfreo t

integrated Basin * [rrigated agriculture sector crucial

framework' * Basin approach scaled-down to irrigation
command sub-basins

The choice was made to combine a state-wide focus on institutional and policy reforms for integrated water resources
management, while the sub-sectoral focus is on the crucial irrigation and drainage sub-sector.

Only focus on UPID * Focussed development of only one institution * Irrigated agricultural outcomes would not be rea I ized
* Easier implementation without integrated water resources planning, regulation

and management capacity
* Expectations for unbiased integrated water resources

management through a user agency (UPID) wou 1( be
misplaced

* Inter-agency coordination would continue to be a problem
without an apex institution for water resources planning

* Water tariff setting would be arbitrary and subjezt
influence; conflicts of interest would persist.

Additional focus * Apex institutions created and * Not an easy task to create new apex institutior s and help
Institutional on State- and inter-deparnmental linkages established inertial, fragmented agencies collaborate towas -cs

Focus basin-level * More holistic and outcome-oriented than common development goals.
focussing on UPID alone; essential for * Lack of proactivity within UPID to drive reforms and

management reforming the irrigated agriculture sector in change management to completion

institutions for UP versus having a small-scale successful * Level of cooperation with allied departments and
river basin project. agencies in determining multi sectoral strategic

planning, tariff * "Shared vision" multi - stakeholder planning

regulation, etc. and management

and links with
agricultural
institutions*

The choice was made not to limit the institutional focus to only the UPID as apex water institutions for water planning,
allocation, management and tariff-setting were needed to ensure sustainability of irrigation and drainage investments.

Long-term . Phased and leaming approach possible * Initial physical rehabilitation confined to a small region.
Program (essential for an institutional and physical setup * Difficult to obtain buy-in from govemment and Iiniancing
Approaclh* for irrigation as large and complex as in UP). institutions
[Note An APL financing * Would help keep initial focus on essential * Scope needs to be adaptable and dynamic

apprnach was mooted but institutional reform before large-scale physical
rejected because the exact infrastructure improvements are initiated
nature of future * More sustainable approach - pemnanent and
investments couId not be long-lasting changes
determined at this point. * "Root-and-Branch" approach sees next step
Instead, a sector after pr eceeding one proves successfitl
investment loan in a

Scttinlg of Project long-tem programmatic
context was adopted]
Single Project * Can spread benefits over a larger area - * Spread too thin - unsustainable in terms of out c,mes;
Approach infrastucture investment inputs "fast-tracked" long timeframe required; needs clear idea of nature and

sequencing of future investments
* Chances of success are low; lessons from past and

- 16 -



ongoing water sector irojecits incdicate that focus would

shift to mostly-unsustainable infrastructure
improvements over institutional reform.

* Low implementation institutional and fiscal capacity
* Massive initial mindset change required - need to

demonstrate success of new approaches

A long-term programmatic approach was the only way to lay out a reasonable, pragmatic and achievable vision as envisaged
in the State Water Policy that would gradually build institutional capacity and introduce modem concepts of technically sound
and socially, environmentally and financially-sustainable water management.

Rehabilitate and * Large-scale implementation of reforms may * UP has 12 M ha under surface irrigation in a number of
modemize overall result in benefits spread over large area agro-climatic zones requiring customized interventions -
irrigation & drainage this large area would require expensive investments that
systems may not address fundamental reform issues

* Unsustainable - without structural reform in institutions,
structurally-rehabilitated infrastructure will deteniorate
back

* Improper implementation may throw the entire irrigation
system into chaos

Physical * Time required for studies (e.g topographic/remote sensing
Investments surveys and analysis) would be considerable and require a

.______________________________________ very long and very high-risk project

Program * More sustainable in the long term * More difficult to get institutional buy-in from areas that

Approach - * Amenable to a phased and leaming approach are not being covered under first project.
that would be more sustainable * Slower progress

scaling up after * Lessons from piloting reform options in

piloting reform smaller areas could then be scaled up

options* * Surveys, feasibility studies and institutional
capacity required for next phase could be
built into first project of program

* The selection of the Ghagra-Gomti basin

(with 4 Mha of irrigated area in 125,000 km
) and the piloting region covering about
300,000 ha reflect the basin approach in one
of UP's poorest areas and limits of realistic
manageability

The decision to follow an adaptable approach scaling up from pilot interventions was made to allow for the
"leaming-by-doing" required by implementing promising technical and management options in selected areas - this knowledge
would help design the scale, nature and sequencing of future interventions.

Surface Water Focus * Easy to focus on - consistent with current * Lack of shared vision planning and management with
only approach other departments

* Could focus only on UPID * Need to incorporate planned conjunctive use.

Conjunctive * Approach would result in a more integrated * There is little integrated assessment of surface and
Technical Surface and water resources / basin planning approach ground water data and analysis.

Groundwater * Crop water requirements would be better met * Operational irrigation rosters would reflect availability
and productivity would increase and capacity to tap groundwater, changes in cropping

consideration* * Waterlogging (and associated productivity, pattems, demands, etc.

sodicity and public health problems) would
be reduced

There is a need to develop suitable decision-support tools to determine the combination of surface and groundwater
interventions that are needed for effective and efficient conjunctive use - appropriate knowledge-base and analytical modeling
capacity would be introduced to assist in this endeavour.

Implementing the * A separate corporate entity (such as a Society * The reforms would not go beyond the PIU - Poor
project through a or Corporation) would enable easy execution mainstreaming and assimilation of activities and
separate Project of the project recommendations into UPID
Implementation Unit * High risk of creating an "enclave"

Implementation (PIU) * Poor career development opportunities
Arrangements for Mainstreaming * Knowledge transfer and reforms permanence * Execution has to live (at least initially) with UPID
Irrigation Sector into UPID* more assured constraints including departmental regulations and

Reform * Wider acceptance of UPID of the reform procedures over a century old

agends * Lack of expertise and hesitancy of UPID to adopt
* Facilitation of teamwork and the introduction progressive measures

of modem ways of developing, operating and
managing irrigation and drainage systems
throughout UPID - leaming by doing

The experience with other projects with a PIU has helped the decision to mainstream these reforms into the UPID rather than
create another body with a short-term vision of project implementation without a long-term programmatic vision to reform the
irrigation and drainage sector in UP.
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2. Major related projects financed by the Bank and/or other development agencies (completed,
ongoing and planned).

Latest Supervision
Sector Issue Project (PSR) Ratings

(Bank-financed projects only)
Implementation Development

Bank-financed Progress (IP) Objective (DO)

Water Resources - Ongoing Orissa Water Resources S S
Consolidation Project (WRCP)
Tamil Nadu WRCP S S
Haryana WRCP S S
Andhra Pradesh Economic S S
Restructuring Project (APERP)
- Irrigation Component

Andhra Pradesh Irrigation III S S

Hydrology Project S S
Uttar Pradesh Rural Water S S
Supply and Environmental
Sanitation

Water Resources - Closed Kamataka Water Supply and S S
Environmental Sanitation
Dam Safety Project S S

Agriculture - Ongoing UP Sodic Land Reclamnation S S
Project II
UP Diversified Agriculture S S
Support Project

Agriculture - Closed Uttar Pradesh Sodic land S S
Reclamation Project I

Governance and Fiscal Reform - closed Uttar Pradesh Fiscal and S S
Governance Reform Loan

Technical Assistance - pipeline Technical Assistance Loan
Other development agencies
French Technical Cooperation India Water Club: River Basin

Planning, Water Supply and
Sanitation

UK DFID, DANIDA, The Netherlands, Various projects in the water
UNICEF, KfW, OECF, ADB sector distributed throughout

the country

IP/DO Ratings: HS (Highly Satisfactory), S (Satisfactory), U (Unsatisfactory), HU (Highly Unsatisfactory)

3. Lessons learned and reflected in the project design:

Programmatic approach

Experiences internationally and in India have indicated that:
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* the problems in the water sector and the irrigation sub-sector are broad and complex;
* reforms must penetrate deeply into institutions and change must be comprehensive and on a number of

fronts simultaneously, and new business concepts must be introduced in irrigation and drainage
operations and management;

* mindsets and behavior of sector personnel, politicians, civil society, clients of the water utilities and the
bureaucrats must be dealt with in light of the full complexity of the problems;

* the institutional reforms need to be complemented with physical infrastructure improvements to pilot
the reform measures. Initial tranches must focus more intensively on institutional and policy reforms
rather than physical investments, but there should be adequate piloting to demonstrate the positive
impact of proposed reform measures; and

* it is necessary to have autonomous, cost-efficient, financially self-sufficient, well-managed and
user-oriented irrigation and drainage entities to deliver efficient and reliable services. These entities
must have an adequate revenue base, realistic tariffs, and the ability to collect and retain those tariffs
for them to have sufficient revenues to be financially self-sufficient.

The above cannot be achieved by stand-alone investments lasting a few years. Careful nurturing of reforms
over the longer term is necessary. Hence a program approach and a vision covering a 12 to 15-year horizon
has been adopted for the UP Water Sector. The ICR of the Bank-financed UP Fiscal Reform and Public
Sector Restructuring highlights the need for a programmtic framework and flexibility in design while
operating in UP.

Holistic approach

In its long-term approach and articulation of a broader vision for the reform agenda, the UP Water Sector
Restructuring Program is a significant evolution from the Bank's most recent interventions in the water
sector under the Haryana, Tamil Nadu, and Orissa WRCPs. These projects, following the India 1991
Irrigation Sector Review, brought in a much needed broader perspective to the irrigation sector than the
former largely enclave construction projects and addressed some reform-oriented issues of the irrigation
departments, such as improved irrigation service, cost recovery, financial self-sufficiency and expenditure
prioritization. Recognizing the growing problems of water scarcity and competition, they also addressed the
need for a comprehensive State Water Policy and basin planning to improve water management and
security. However, their limitations included: (i) little or no linkage between river basin planning studies
and its actual use in water allocation and investment decisions upon which system improvements are to be
based; (ii) no focus on groundwater as a resource to be managed and used conjunctively with surface
water to maximize growth and economic retums to water; and (iii) system remodeling components were
mainly planned to bring conveyance systems to their original capacity and not to the capacity needed to
cater to present and future demands for various uses. These limitations have been minimised in the design
of the proposed investment which takes the holistic approach to riverbasin management.

Participatorv Irrigation Management

Successful pilots are emerging in a major state-wide irrigation management transfer program in Andhra
Pradesh funded under the Irrigation Component of the Andhra Pradesh Economic Restructuring Project
(APERP-IC), and more recently in Orissa, Tamil Nadu and Haryana WRCPs. In UP, the successful Rural
Water Supply and Environmental Sanitation Project and the Sodic Lands Reclamation Project, while
involving vastly smaller and locationally discreet user groups than an irrigation farmer organisation, are
developing good grass roots participatory processes and approaches to poverty alleviation and involvement
of women. Relevant aspects of such approaches will be used in project implementation. The UPID's
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recently-announced drainage policy will be pragmatically reviewed and tested in the pilot areas for
UPWSRP.

The lessons learned from the pilot exercise carried out under the auspices of the UP Sodic I Project have
been reflected in the project design. Two minors of the Sharda Sahayak system in the Ghagra-Gomti basin,
designed to command about 1,000 ha in total, were taken up for improved land and water management
through participatory approaches to prevent waterlogging and salinity/sodicity build-up. Detailed surveys
were carried out including topographic, canal and tubewell performance and socio-economic indicators.
These revealed that in a supposed canal command of 1000 ha, only about 300 ha were receiving reliable
irrigation and about 170 shallow tubewells have been installed by the farmers capable of irrigating the
remaining command. It was found that the system had to be rehabilitated and modernised taking into
account the presence of substantial groundwater extraction and the possibility of diversifying and
intensifying agriculture. Lessons arising out of the pilot exercise reveal the importance of adequate
consultation including joint walk-through surveys, sensitization to caste and religion differences and
personal feuds in the community in forming water user associations and in transferring management of
minors to the farmers, necessity for coordination, consultation and cooperation among the irrigation,
agriculture, horticulture, groundwater and minor irrigation departments for conjunctive use and agricultural
intensification and diversification

Project implementation effectiveness

3 Minimizing turnover of senior staff: In some projects, the frequent turnover of staff increased the
difficulty in the effective and timely implementation of the project components. This project is the first
in a program approach for reforms in the irrigation sector. As such, it is important for as many staff as
possible to get exposure to reform concepts and processes. Therefore reasonable movement of staff
(say once in two years) into and out of the project is not necessarily bad. However to maintain
continuity of the process and to set up good institutional memory, the PACT would be set up with
senior experts who would mentor the various entities and their staff. This arrangement would alleviate
the problems of frequent transfer of staff.

3 Establishing strong procurement capacity: Experience shows that strengthening procurement capacity
is essential to timely implementation. Already in the initial stages of PACT formation a senior
procurement expert with full practical hands-on knowledge of the Bank procurement guidelines has
been appointed. In addition, a number of staff from implementing entities would be trained periodically
throughout the project period to create a good cadre of procurement personnel for the long-term
program. Procurement readiness has been assessed and details are provided in Annex 6.

* Ensuring timely counterpart funding: The magnitude of the project has been set up taking into account
the fiscal distress of the State. One of the problems in the past in several projects has been the lack of
timely provision of adequate funds to the implementing entities. Arrangements are being made by the
GOUP Finance Department to transfer the ACA releases (which GOUP gets from from GOI) directly
to the Project.

* Establishing strong monitoring and evaluation system to assess project progress and impact: In past
projects, this has been a weakness and required level of monitoring and evaluation leading to project
design adjustments through implementation have not been carried out. Adequate funds have been
provided for PACT to recruit third-party expertise for monitoring and evaluation of each component of
the project. In addition, benchmarking, remote sensing, GIS and participatory monitoring and
evaluation would also be carried out for different components of the project. Baseline data collected
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during preparation and implementation prior to beginning of work on each specific intervention would
be used to assess project impact through collection and analysis of similar information at specific
points in time during the project period and beyond.

4. Indications of borrower commitment and ownership:

Commitment and ownership by the borrower for the reform agenda is strong at various levels - political,
bureaucratic, professional, and stakeholder levels. The UPID and the Bank worked as full partners in
developing and streamlining the project concept. GOUP has prepared a comprehensive State Water Policy,
with a far reaching reform agenda , which has been approved by the Cabinet. In addition, a separate policy
note has been issued by GOUP endorsing the implementation of participatory irrigation management, and
an Executive Order (No. 207/2001-27-C-670/96) establishing Water Users Associations throughout the
State has been issued and pilot activities have been initiated in this regard. A memorandum of
understanding between WUAs and water service providers has been drafted. Public consultation meetings
on the State Water Policy and project concept have been held at eight centers initiating a transparent
decision-making process which did not exist in this sector until now. In addition, a transparent social and
environmental assessment exercise has been conducted with stakeholder participation.

GOUP has issued the Government Order (No. 2127/2001- 27-Sin -4-56W/98) setting up two key apex
institutions. These are the State Water Resources Agency (SWaRA) and the State Water resources data
and Analysis center (SWaRDAC). The GOUP has passed a sector-wide Resettlement and Rehabilitation
Policy (through GO No. 2996/2001-27-Si-4) consistent with Bank guidelines.

GOUP's commitment to policy, institutional and fiscal refonms is strong. On institutional refonn, a Task
Force was set up to study UPID's functioning and to find ways of making it a more cost-effective
organization. A number of divisions have been declared as surplus although schemes to remove these
divisions from active service with a corresponding reduction in the financial burden on GOUP have not yet
been formulated. However, GOUP has indicated its intention to pilot and develop appropriate models for
downsizing UPID to reduce establishment costs. Borrower commitment to fiscal reforms in the sub-sector
is also noted in the recommendation in the State Water Policy to set up a Tariff Regulatory Commission to
set user charges that would enable the systems to be financially self-sustaining.

The GOUP has appointed a core project preparation team with experienced professionals - this team would
transition into the PACT to guide project implementation. A draft Project Implementation Plan (PIP) has
been prepared. Procurement plans for the whole project and packages for the first year have been
completed. These actions indicate that GOUP is ready to move forward with the project.

5. Value added of Bank support in this project:

The Bank can use its global knowledge and experience to assist GOUP in its major reform program for the
water sector and irrigation sub-sector. This support is particularly important in the areas of holistic river
basin planning, water services delivery improvement, public-private partnerships, participatory irrigation
management, tariff setting, investment rationalization, knowledge-base and decision support systems
development, and institutional reform and capacity-building. The experience of the Bank with large river
basins, including international river basins such as the Nile and Mekong, would be useful in the
institutional and technical implications for basin management. The unbundling and commercialization of
large public-sector service agencies such as irrigation and power (drawing upon experiences in many
countries, including Australia and India) would be useful to be adapted to UP conditions.

The Bank has had much experience in assisting the State of Uttar Pradesh in its development in multiple
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sectors. In the rural sector itself, experience with other Bank-assisted projects - sodic land reclamation,
forestry, diversified agricultural support and rural water supply and sanitation, provide valuable experience
for grass-roots and participatory approaches to rural poverty alleviation. Uttar Pradesh is a "focus State"
for Bank assistance in India and a comprehensive State assistance strategy has been developed to enable a
long-term program of fiscal and governance reform in key sectors. Bank support is vital for nurturing and
developing the nascent reform program of GOUP in a sustainable manner. All this places the Bank in a
unique position to assist GOUP through knowledge, financial and facilitation resources for the proposed
reform of the water sector and irrigation sub-sector.

E. Summary Project Analysis (Detailed assessments are in the project file, see Annex 8)

1. Economic (see Annex 4):
* Cost benefit NPV=US$83.3 million; ERR = 25 % (see Annex 4)
O Cost effectiveness
O Other (specify)
The proposed investment covers sector reforms and piloting of reform options through physical
interventions in irrigation and drainage infrastructure rehabilitation and modernization. While sector
reforms would bring in benefits through improved productivity of water in the longer term, the physical
investments would start providing returns in the short term. In order to allow for this, half the costs of apex
institution and UPID strengthening were considered for the analysis. Benefits arising from improved
agricultural production are due to both agricultural intensification and diversification. The economic rate of
return for this scenario is about 25%, which is well above the opportunity cost of capital and generating net
benefits of about Rs.3.9 Billion (2001 rates). Sensitivity analysis carried out for a scenario with a 25% rise
in costs together with a 25% reduction in benefits indicates the ERR to still be robust at about 14%.

2. Financial (see Annex 4 and Annex 5):
NPV=US$ 63.5 million; FRR = 22 % (see Annex 4)
The financial rate of return is estimated to be around 22% generating net benefits of about Rs.3 Billion
(2001 rates). Sensitivity analysis carried out for a scenario with a 25% rise in costs together with a 25%
reduction in benefits indicates the FRR to still be robust at about 12%..

Fiscal Impact:

* The annual incremental recurrent cost of the project increases from US$ 3.5 million in PY1 to US$ 5.8
million in PY5 and then would continue at the rate of US$ 5.8 million per year. This additional
requirement accounts for only 0.7% to 1.2% of the UPID budget and has been factored into the
expenditure framework. In addition, this additional expenditure would be more than offset by the
positive fiscal impact due to increased efficiency of operations of the UPID.

* Reducing Costs: Given that most of the expenditure is to paying salaries and given the large number of
redundant support staff in the UPID, it is imperative that any serious vision of the future include
reducing staff costs. A VRS scheme is being piloted in this project to provide what could be an
effective way to achieve this, as has been demonstrated in a number of public sector enterprises. In this
project, about 300 group 'C' and 'D' staff are expected to take the VRS option. This would result in a
net reduction in establishment expenditure of about Rs. 30 million per year. When replicated through
the following phases of the Program, the reduction in establishment costs would be substantial and
could amount to about Rs. 1000 million per year.The project support for a significant modernization,
business process re-engineering, management information systems, and capacity-building are designed
to help streamline operations, improve continuous O&M and reduce operational expenditures in the
long-term. Also, the piloting of management options such as water user associations and private sector
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leasing in the project are intended to reduce costs and improve efficiency in UPID operations.
* Cost Recovery: As can be seen from Figures B- 1 and B-2 (Section B) there is a widening gap between

revenues and expenditures in irrigation and drainage operations. The water charges in UP are one of
the highest in the country. Farmers are charged Rs. 257 per ha for each irrigated crop of paddy and
wheat. However, the collection efficiencies are about 50 % and need to be improved. The cost recovery
and financial viability of the system is poor given the high establishment costs and poor coverage of
already built systems, even though water charges are quite high. The establishment costs are almost
60% of the total O&M expenditure and can be brought down substantially to half the current
expenditure. In terms of coverage, even though a potential of 12 Mha has been created, the actual area
irrigated is around 5 Mha. Considerable increase in revenue is possible if coverage is extended to
potential created. Thus the financial viability of the sub-sector has to be addressed through three
measures- reducing establishment expenditure, improving coverage and increasing water tariffs to
make up the balance. These measures will be initiated under this project. The most significant of these
would be through rehabilitation and modemization of irrigation and drainage infrastructure coupled
with agriculture intensification and modemization. In this project, an additional 100,000 ha would
receive dependable irrigation which translates to an additional Rs. 26 million of revenues becoming
available per annum. Cost reduction is discussed above. In addition, a focus of the business process
re-engineering, water user association and private sector involvement would be to improve the revenue
base through billing and collection efficiency improvements. Actual recovery rates would also improve
with the modemization of water delivery systems and switch-over to volumetric delivery and metered
billing to water users associations. This is the first project in the reform program. As the refonn
program progresses, more land would be brought under actual irrigation contributing to increased
billing. Participatory methods, volumetric billing and private sector involvement would contribute to
increasing collection. The tariff settting mechanisms that would come into being would ensure rational
tariffs as well. At the end of the reform program, the irrigation and drainage sub-sector is expected to
be fully self-sustaining.

.

3. Technical:
Basin planning and decision support system development would require appropriate skills already identified
to be recruited and provided with the necessary tools and data. Modemization of the irrigation and drainage
network would require proper engineering feasibility studies, including advanced topographic surveys and
detailed cost estimates. Appropriate staffing, procurement of consultancy services for modem surveying
and design would be initiated early in PY 1. In addition, the Business Process Re-engineering would require
additional skills to be recruited, communication equipment to be installed together with necessary
computers and peripherals early in PYI so that training and operationalization of computerized activities in
the ID can start quickly and can be supported and strengthened through the project implementation period.
Currently, there is no system to get a synoptic view of the state of the basin, with respect to network
planning and operation as well as data pertaining to natural resources, surface and groundwater hydrology,
and water demand, including agricultural systems. Much of the data and information already exists, biut
needs to be packaged properly for use in decision-making at various levels. SWaRDAC needs to be made
operational early on in the project to initiate data assembly, verification and analysis.

4. Institutional:
There has been a significant institutional void in UP for integrated water resources management and tariff
setting. This is the reason that a key focus at the start of the sector reform program is to ensure the early
operationalization of the apex water institutions (SWaRA, SWaRDAC and SWaTReC) with talented staff,
training and adequate hardware and software facilities.

In the irrigation and drainage sub-sector, the Irrigation Department is the nodal institution in UP. UIP[D is
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strong in design and construction, but is very weak in operation and management of irrigation and drainage
infrastructure. Over the years, the support staff strength of UPID has increased to unsustainable levels.
There are currently estimated to be about 45,000 surplus support staff out of a total of 96,500 staff.
Action will be initiated to test voluntary retirement schemes and other modes for right-sizing the UJPID
during UPWSRP. Institutional studies will be undertaken at regular intervals to evaluate and modify as
required, the structure and composition of the UPID and related entities that would be involved in the
inrigation and drainage sub-sector. Addition of new skills and capacity building is required in anumber of
critical areas (modem engineering, environment, social aspects, financial management, economic evaluation
and infonnation management and analysis).

UPID engineers have traditionally not consulted with fanmers and other water users in the planning, design,
construction and operation of the irrigation and drainage systems. As a reform measure, participatory
irrigation management at the minor level would be piloted in the project through water user associations,
which are a relatively new concept in UP. The issues to be addressed with respect to water user
associations are the constitution and membership anrangements to ensure equity and influence by poorer
farmers and tail-enders; financial arrangements including accountability and auditing of WUAs; the role of
NGOs and their interaction in the formation and fostering of participatory groups; development of effective
support mechanisms and training requirements for both farmers and department staff; and development of
WVUAs direct role in rehabilitation works.

There is also a need for partnerships with other institutions, especially with other UP govenmment agencies,
to share data, information and analysis for enhancing inter-agency coordination. Technical coordination
with the Agriculture and Horticulture Departments through the on-going UP Diversified Agriculture
Support Project is essential for achieving agricultural intensification and diversification.

4.1 Executing agencies:

The UPID in close consultation with other entities to be created under the project including grassroot
institutions would execute the project under the project management arrangement described below. The
agricultural intensification and diversification activities would be coordinated by UP DASP. The PIM
activities would be coordinated by WALMI. The holistic approach to water sector management would be
coordinated by the apex institutions to be created under the project.

4.2 Project management:

A multi-disciplinary Program Activities Core Team (PACT) has been established which would have
parallel reporting mechanisms to the Principal Secretary, Irrigation and to a Program Steering Committ e
chaired by the Chief Secretary and comprising Agricultural Production Commissioner, Principal Secretary
- Irrigation, Finance, Planning, Secretary - Environment, Irrigation (WSRP Team Leader),
Engineer-in-Chief, Irrigation Department and Director Agriculture. The specific functions of PACT would
include : coordinating implementation of the project, overall monitoring and evaluation, and coordination of
procurement and financial management. Each line department would be responsible for the implementation
of its specific activities under the project.

4.3 Procurement issues:

The "Guidelines for Procurement under IBRD Loans and IDA Credits" would be followed for all goods
and works financed under the project and the "Guidelines for Selection and Employment of ConsultaniPs by
World Bank Borrowers" would be applied to all consultant services. Existing procurement capacity,
systems and procedures have been assessed and found acceptable (Annex 6). In particular, the procedures
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prescribed for expeditious processing of tenders have been discussed with the GOUP and agreement has
been reached. Project procurement plans have been completed and bidding documents for all procurement
during the first year of the project are being processed so as to be at an advanced stage by negotiations.
Compliance would be required to ensure that disbursements could start immediately upon project
effectiveness.

4.4 Financial management issues:

Project Financial Management Systems: Financial management arrangements for the project are detailed
in Annex 6. A firm of chartered accountants retained as consultants, have prepared an accounting and
financial management manual (FMM) where the project financial management systems (FMS) have been
documented. The PACT has finalized and adopted this FMM for use in this project after vetting by the
Bank's Financial management Specialist already. In addition, a chartered accountant has been appoinited as
Finance Manager with effect from January 2, 2002. The project design provides for the development of a
comprehensive computerized Management Information System (MIS) for the Irrigation Department
(including the financial management modules) as a separate project component. The development of this
comprehensive system would be taken up during project implementation. The current arrangement would
be to continue to use the manual systems at the Divisions and provision for a simple computerized
accounting system or off-the-shelf accounting software for the compilation and consolidation functions by
the PACT. The system will be capable of producing Project Management Reports (PMRs). The next key
tasks to be carried out are: (a) development of computerised Project Financial Management System (PFMS
)/purchase of off-the-shelf accounting system by June 30, 2002; (b) procurement & installation of
computer hardware by June 30, 2002; (c) appointment of chartered accountant firm for internal audit
purposes by June 30, 2002 and (d) training of staff in Bank's accounting, reporting requirements and claim
procedure by June 30, 2002.

Flow of Funds: As with all State funded Bank projects, the World Bank funds are passed from GOI to
GoUP in accordance with the current policies and procedures applicable for Bank funds from GOI to
states, with GOI bearing the foreign exchange risk.

Auditing Arrangements: The annual project financial statements would be audited by the Accountant
General (Audit) of GoUP. The audited project financial statements would be submitted to the Bank within
six months of the close of the financial year. To ensure that sound intemal control is maintained throughout
implementation, a CA firm would carry out an internal financial review on a quarterly basis. In accordance
with the World Bank operational policies, satisfactory terms of reference for the audit would be agreed with
the Bank

Disbursement Mechanism: Disbursements from the IDA Credit would initially be made according to the
Bank's current transaction-based disbursement procedures (reimbursements with full documentation or
against Statements of Expenditure, SOEs, and direct payments). It is expected that the quarterly PMfRs
would be prepared from the beginning of the project and used for project management purposes.

5. Environmental: Environmental Category: A (Full Assessment)
5.1 Summarize the steps undertaken for enviromnental assessment and EMP preparation (including
consultation and disclosure) and the significant issues and their treatment emerging from this analysis.

Given that the UPWSRP project is primarily focussed on institutional reforms and that the physical piloting
of reform options is limited to rehabilitation of existing systems in areas that were not significant
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environmentally, the project is not expected to have any major adverse environmental impacts. However,
given the new nature of many of the project components and given that this is the first project in what is
anticipated to be a series of investments, the project was classified as a Category A project, and a full
Environmental Assessment was carried out in addition to a Social Assessment. This assessment included
an examination of the institutional and policy issues associated with the proposed project, an analysis of the
regional setting and environmental baseline focusing on the areas selected for physical piloting of reform
options, an analysis of alternatives and development of an Environmental Management Plan for the proje t.
Although the project would not finance pesticides, there could be induced impacts of inreased chemical
pesticide use in the project areas. To address this issue, a pest management plan has been developed as
part of the EMP.

There was extensive consultation with various stakeholders at various times during the project preparation.
The environmental assessment was carried out in coordination with a parallel social assessment exercise
and joint consultations were held. Information about the project and the associated environmental issues
were shared with various stakeholders (including verbally and in local language leaflets). Feedback from
the stakeholders (including farmers, government officials, experts, etc.) was critical in shaping the
environmental assessment and the EM'[P.

The significant issues that were identified by the scoping exercise, largely influenced by consultations and
initial spatial knowledge base assessment (including through multi-agency data collection and an extensixe
Geographic Information System [GIS] development and analysis), indicated the following key issues to be
considered as part of the EA for the project:

3 Environmental Awareness: generally weak at the UPID and related institutions involved with
water management and irrigated agriculture, as well as with client farmers.

3 Environmental Knowledge Base: the enviromnental knowledge-base and information
management and analysis is poor, and it is difficult to get a complete picture of environmental
issues in a spatial context is extremely difficult. Sharing and communicating information to various
stakeholders is limited. There is no focal point institution to act as a clearing-house of water
resources and basin management information.

* Institutional Capacity: the capacity of UPID and local stakeholders in integrating environmental
information into decision-making is very limited. Access to expertise and effective partnerships in
mainstreaming environmental issues into their functioning is poor, although there is scattered
environmental expertise within UPID. The Department of Environment and its associated UP
State Pollution Control Board have limited strategic interaction with the UPID and other water
agencies on issues relating to the water-environment nexus. There is no focal point for holistic
consideration of water resources in the State.

* Lack of a Basin Approach: a basin approach to integrated water resources management is absent
both at the level of river basins as well as at the irrigation and drainage system level. An integrated
consideration of surface and groundwater quality and quantity, salinization/sodicity of soils,
recharge, drainage, flooding, public health concerns on water-borne diseases, malaria, etc.,
conjunctive use of surface and groundwater, wetland management, fisheries, etc. is absent. Safe
water supply and sanitation coverage is extremely poor in the selected pilot areas. An apex
institution for basin resource allocation and regulation is lacking in the State.

* Irrigation and Drainage Systems Reform: limited exposure to integrated pest management,
appropriate fertilizer use, soil fertility and nutrient management; low level of recognition of the
importance of drainage; little diversification in crops grown; little modernization in tools and
techniques used. Designs, construction and operations and maintenance operations can be made
significantly more environmentally friendly.
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* Consultation: extremely limited consultation in water resources management and irrigation and
drainage activities. Poor consultation culture at UPID. Little role of farmers in decision-making.
Negligible experience in water user associations and private sector involvement (except contracting
for construction and O&M) in managing irrigation and drainage operations.

* Rehabilitation-related: lack of a clear R&R policy framework; Need to address issues of spoil
disposal, materials handling, good construction techniques

The key issues and mitigation measures recommended are outlined in Annex 2 in the section on
Environmental Management Plan.

This EA focuses on the environmental issues in the first investment and is intended to develop a
framework for their effective mainstreaming into the project, but places this in a strategic programmatic
framework. A strategic Basin Environmental and Social Assessment for the Ghaghra-Gomti Basin is
recommended to be prepared as part of the first investment to help set the framework for the entire
program. However, it is expected that all future investment projects will have their own EAs as necessary.

5.2 What are the main features of the EMP and are they adequate?

The aim of the EMP will be not only to ensure the provision of adequate safeguards in environmental
management but also help undertake measures to improve the mainstreaming of environmental issues in
water resources management in the context of the project.

TIhe EMP section in Annex 11 outlines the provisions of the EMP and their mainstreaming into various
project activities, including the proposed consultation and screening framework, and the process and
capacity-building recommendations. The proposed EMP and associated Pest Management Plan would
ensure that the project complies with borrower and World Bank environmental policies, guidelines, and best
practices for such projects. The costs of the EMP implementation have been fully incorporated into the
proposed project budgets, legal documents and plans.

5.3 For Category A and B projects, timeline and status of EA:
Date of receipt of final draft: May 31, 2001

In addition to the EA conducted at the preparation of this project, the project also proposes a Basin
Environmental and Social Assessment that would help guide future investments in the program. In
addition, a significant consultation process has been mainstreamed into the implementation stage of various
key activities in the project.

5.4 How have stakeholders been consulted at the stage of (a) environmental screening and (b) draft EA
report on the environmental impacts and proposed environment management plan? Describe mechanisms
of consultation that were used and which groups were consulted?

A substantial consultation process, especially over the past year has significantly influenced the design of
the project and this EA. Consultations since the UP Water Policy was being finalized in 1999 and during
the initial preparation missions helped in the environmental screening and development of the Terms of
Reference for this EA, including a new emphasis on closer integration with the consultation process and
social assessment. Since July 2000, joint consultations were held for determining the social and
environmental concems in the villages - about 30 villages were surveyed in the Jaunpur Branch Sub-basin
area and about 33 in the Imamganj Branch Sub-basin area. The consultation tools used included household
surveys, village profiling, gender analysis, focus group discussions, stakeholder consultations, and district
stakeholder meetings. Substantial consultations were also held with various experts and institutions
involved with water, environment and natural resource management, such as the Department of
Environment, UP Bhoomi Sudhar Nigam, UPDASP, UP Remote Sensing Applications Center, NGOs, etc.

- 27 -



In addition, UPID staff at all levels were also extensively consulted during project preparation.

This consultative process was extremely useful in highlighting the local issues, institutional issues
and local capacity to influence the overall project design. It also revealed the need for greater
environmental awareness, and the need to build a "culture of consultation" at the UPID. The consultations
yielded substantial insight into the interlinked nature of the water sector, the need to build enviromental
expertise and a systematic knowledge base, inter-agency cooperation and coordination, need to strengthen
targeted extension services, need to promote integrated pest management and a need to mainstream a strong
consultation process in the project. A simplified version of the draft EA report findings and
recommendations were translated into local language and discussed in stakeholder meetings in the JBS and
IBS areas. The EMP recommends that this combined social-environmental consultative process be
mainstreamed into the project, and that they preceed any significant rehabilitation efforts in different parts
of the two branch systems selected for piloting reforms. This has been suitably incorporated into the
project design (e.g. joint walkthroughs before minors are rehabilitated) as shown in the figure in Section
5.2.

5.5 What mechanisms have been established to monitor and evaluate the impact of the project on the
environment? Do the indicators reflect the objectives and results of the EMP?

The UPWSRP proposes an extensive project M&E system within which various types of environmental
indicators will be collected and analyzed for use in planning and decsion-making. This will include the
development, updating and use of appropriate Geographic Information Systems (GIS) databases on the
project impacted areas and liking this with the overall MIS, Decision Support Systems and project
information infrastructure. Effort will be made to interface with existing monitoring information such as
that being carried out by State and national agencies, and under Bank financed initiatives such as the
environmental monitoring and information management under the ongoing UP Sodic Lands Projects and
other ongoing and proposed UP reform initiatives.

The EA and SA have recommended a variety of environmental indicators (outlined in Annex-2) that would
be an integral part of the Monitoring and Evaluation system for the project. These include parameters
related to remote sensing, surface and groundwater quality and quantity, wetlands, pest management, and
participatory indicators. The M&E systems have been fully integrated into project budgets and schedules.

6. Social:
6.1 Summarize key social issues relevant to the project objectives, and specify the project's social
development outcomes.

A social assessment of the project has been carried out with representative sample populations on the
Nagapur Distributary and Immamganj Branch canal commands and outside to gain insight into the social
variables, the caste and class, the gender equity gaps, the social dimensions of water sharing and
management, the constraints in input and credit availability, the political will and Government policies
impacting the market economy and the lives of the masses. It also included social issues involved in the
formation of WUAs based on hydraulic units (customer grouping based on canal hierarchy), and the role
of women, small farmers and tail-enders in the fornation and functioning of WUAs. The objectives of the
assessment were to:

a) understand the key social issues impacting the irrigated agriculture and the constraints impacting the
lives of the populations living within the sub-basins of Ghagra-Gomti Basin and how the issues can
be addressed in the proposed project;

b) assess the farmers perceptions of the issues and problems and analyze their perceptions to blend into
the project design;

c) gain insight into the social dimensions in the irrigation behavior of the farmers- the causes and
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effects, the social and cultural value systems, the dependencies of the economically and socially
backward, impacting production and livelihood systems;

d) analyze the gender gap in the quality of life of the people, women's time use efficiency in irrigated
agriculture, the economic value of their time used as accepted by the masses and the resultant
vulnerability of women in terms of achieving their strategic needs and a social status, besides their
contributions for the well being of their families; and

e) highlight the institutional capacities, the attitude of the irrigation officials towards the farners in
irrigation water sharing and the reforms required to instill a higher degree of mutual trust and
respect, through capacity building, orientation, informed participation and inducing policy change to
eliminate the risk factor.

The key preparation issue was to devise the strategy and action program including outreach and training
needs for mobilizing farmers to form WUAs and participate in the pilot rehabilitation activities.
Experience from Andhra Pradesh and other areas adapted to the UP program's needs are being used for the
draft legislation, formation process and multi-faceted community outreach and training required. For
integration of women, tail enders and minority groups, emerging experience in AP(under APERP-IC),
including the forthcoming study of women's participation in AP, Orissa WRCP (Aunli scheme), and the
experience under the UP Sodic Lands and RWSS projects would be used.

UPID downsizing would result in the need for building social safeguard/protection measures for those
affected. The project would provide for evolving a social protection strategy and package in consultation
with the concemed stakeholders. Capacity to address social issues would be enhanced in the PACT, the
UPID and the SWaRA.

6.2 Participatory Approach: How are key stakeholders participating in the project?

A number of consultations have been held during the project identification, design and especially the social
and environmental assessment phases. The key stakeholders would participate in the project through a
significant consultation process that has been built into the project. No civil works would be undertaken
without adequate consultation. This is true not only at the branch and distributary-level, where
consultation would be undertaken with relevant stakeholders from the community, line-departments, NGOs
and others, but also at each minor, where joint walkthroughs would be organized to determine the priorities
of the community, which would be formalized in a Memorandum of Understanding between the community
and the UPID. The water harvesting structures and other water resource management pilots would also
only be carried out with community-led approaches to design, execution and implementation.

The formation and operation of Water User Associations (WUAs) are expected to change the paradigm of
irrigation and drainage management in these areas to be more participatory and community-driven.
Similarly, the Basin boards to be piloted as JBSDMB and IBSDMB are expected to help involve a variety
of stakeholders in participation in decision-making on water resources management. Significant emphasis
has been given to training and capacity-building to help ensure the attitudinal and mindset change required
by UPID and other govemment staff in outreach and encouragement of participatory management
approaches, as well as the capacity upgradation required by the village stakeholders in becoming more
self-reliant and able to adopt new processes and techniques to improve their livelihoods.

6.3 How does the project involve consultations or collaboration with NGOs or other civil society
organizations?

The project would build upon the successful experiences of the UP Sodic Lands Reclamation and UP
Diversified Agricultural Support projects in their use of NGOs. The project proposes to engage NGOs and
other civil society organizations in a number of ways. Firstly, they would be part of the consultation
process that is outlined during implementation. Next, they would also be key players in the mobilization,
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formation, training and other capacity-building of WUAs. This would include facilitating public outreach
and awareness campaigns relating to improving agricultural intensification and diversification, rain-watel
harvesting, adopting environmentally-friendly practices and appropriate indigenous technical knowledge as
well as catalyzing stakeholder participation and providing relevant expertise.

6.4 What institutional arrangements have been provided to ensure the project achieves its social
development outcomes?

The entire project is aimed at improving livelihoods of communities in selected areas that are dependent or.
the way water and related inputs are managed. The approach of developing WUAs and the consultation
process is expected to contribute towards outcomes relating to community participation, inclusion of
vulnerable groups and equity. The project has provided substantial emphasis on community involvement,
including stakeholder participation in decision-making, community contracting, and consultation of all key
stakeholders, including women and other vulnerable groups, in all aspects of project implementation. The
UPID is also targeted for massive capacity-building to help change their orientation to an accountable
service provider and with the skills and assistance required for interacting with farmers and other water
users. The project emphasises training, including field and exchange visits, formal courses and national
and international exposure to other systems, with an emphasis on participatory approaches and
modernization.

6.5 How will the project monitor performance in terms of social development outcomes?

The project proposes to implement an extensive monitoring and evaluation system. This would involve not
only monitoring various service, social, environmental, and other parameters as part of baseline and regular
monitoring studies, but also develop a system of benchmarking various canal systems from a performance
viewpoint. The WUA formation and operation would also be closely monitored, especially in the initial
phases to allow for flexibility in approaches. The social outcomes of participation in decision-making,
equity, and improved livelihoods will be closely monitored through internal and third-party surveys and
reported in a comparable and transparent manner. The information would be integrated as much as
possible into a spatial framework using GIS to allow for integrated spatial analysis, benchmarking and
interpretation.

7. Safeguard Policies:
7.1 Do any of the following safeguard policies apply to the project?

Policy 0 Applicability
Environmental Assessment (OP 4.01, BP 4.01, GP 4.01) 0 Yes 0 No
Natural Habitats (OP 4.04, BP 4.04, GP 4.04) 0 Yes 0 No
Forestry (OP 4.36, GP 4.36) 0 Yes 0 No
Pest Management (OP 4.09) 0 Yes 0 No
Cultural Property (OPN 11.03) 0 Yes * No
Indigenous Peoples (OD 4.20) 0 Yes * No
Involuntary Resettlement (OD 4.30) 0 Yes 0 No
Safety of Dams (OP 4.37, BP 4.37) 0 Yes * No
Projects in International Waters (OP 7.50, BP 7.50, GP 7.50) * Yes 0 No
Projects in Disputed Areas (OP 7.60, BP 7.60, GP 7.60)* 0 Yes 0 No

7.2 Describe provisions made by the project to ensure compliance with applicable safeguard policies.

The detailed recommendations of the Environmental Assessment and associated EMP have ensured a
framework for compliance with all relevant Bank safeguard policies. The following table indicates the
triggering of each policy and associated comments:

- 30 -



WB Safeguard Policy Triggered Comments
(Yes/No)

Environmental Yes > This is a Category A project and triggers this OP. As the physical
Assessment (OP 4.01, BP works are of a rehabilitation nature, they are not anticipated to cause
4.01, GP 4.01) any significant adverse environmental or social impacts. Full

environmental and social assessments were carried out.
Natural habitats (OP 4.04, No > Although there are not critical or biologically significant wetlands in this
BP 4.04, GP 4.04) area, support for management of wetland and waterlogged areas should

be enhanced in the project.
Forestry (OP 4.36, GP No > None of the project activities will trigger this OP as no forestry
4.36) activities or activities on forest land are envisaged. Additionally, there

are no forests in the irrigation areas selected for piloting reforms.
Pest Management (OP Yes > Although the project does not plan to finance any pesticides, there is a
4.09) possibility of induced impact of greater pesticide use due to increased

agricultural intensification and diversification. Hence, integrated pest
management activities should be enhanced. A pest management plan
was developed in this regard.

Cultural Property (OPN No > No archaeological or other cultural sites of significance impacted by
11.03) proposed project
Indigenous Peoples (OD No > The five characteristics of tribals as outlined in the OD do not apply in
4.20) the project area targeted for physical investments. It is not possible to

separate tribals from generally vulnerable. The tribal population is very
low (about 230 tribals living in 15 villages in 7 blocks out of a target
population of 3.6 Million in 3,236 villages in 56 blocks) and they are
widely scattered with most villages having less than 10 tribals - to do
anything meaningful in terms of a separate tribal development plan.
The project activities are also expected to benefit tribal landowners and
landless workers; in addition, the enhanced participation through the
WUAs is expected to improve the empowerment of tribals and other
vulnerable groups in the area. However, all attempts will be made to
ensure adequate consultation of the tribal population during the
mainstreamed social assessments. In addition, the project would help
develop a strategy for tribal consultation as part of the Basin
Environmental and Social Assessment as well as in the preparation of
the UPWSRPI to develop a strategy for tribal development as related to
proposed activities in the program.

Involuntary Resettlement No > Although no resettlement and rehabilitation is anticipated under the
(OD 4.30) project, a sector-wide R&R policy has been developed and approved by

GOUP.
Safety of Dams (OP 4.37, No > Not applicable - the project intends to rehabilitate a small portion of a
BP 4.37) run-of-the-river system.
Projects in International Yes > Although the project is in an international river basin (Ganges), there is
Waters (OP 7.50, BP not anticipated to be any significant impact upstream or downstream on
7.50, GP 7.50) water quality or quantity given the nature of interventions. Given the

nature of this project, the OP is triggered and, according to BP 7.50, a
waiver on notification has been sought and granted.

Projects in Disputed No > The project is not in a disputed area and the OP is not triggered.
Areas (OP 7.60, BP 7.60,
GP 7.60)
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F. Sustainability and Risks

1. Sustainability:

This project initiates the long-term flexible reform program necessary to improve and sustain the
productivity of water and irrigated agriculture. At the end of this project, institutions necessary for holiU tic
water development and management would be in place. Government budgetary support for operation of
SWaRA, SWaRDAC and SWaTReC is essential in the post-project period to continue the reform program.
As reform measures get rooted, the dependency of these institutions on government support would reduce.
The reform measures to be introduced in the irrigation and drainage sub-sector would improve the fisca I
sustainability of the institutions currently operating in this sub-sector. Commitment to the reform proces;
by GOUP would be critical to this process. The pricing of water would be taken out of the political domain
and entrusted to an independent tariff regulator. This would minimize risks associated with inadequate
water charges being imposed due to political constraints. Modernization of systems and volumetric delivery
that this project targets are critical for ensuring water use efficiency, improving billing and cost recovery/.
Continued extension advice and support coupled with appropriate agriculture development policies is
necessary to sustain the benefits of agricultural intensification and diversification.

The project is expected to benefit farmers in terms of improving efficiency in water use, equity in water
distribution, reducing costs of O&M, and improving yields and production. Diversification of crops is also
expected to help improve incomes. In addition, associated non-farm incomes are expected to be
significantly improved. The piloting of modem technical and management approaches is also expected to
yield benefits in terms of replicable expansion of these efforts in a learning framework. The community
mobilization, WUA formation and operation, and training and capacity-building are expected to yield direct
and indirect benefits to the communities in the JBS and IBS areas. Conservation of wetlands as commtnity
resources would help improve the living standards of the poorer sections of the society living in the basi n.
The environmental and social benefits from adopting sustainable water management and cropping practices
(including integrated pest management) are also expected to be significant and sustainable. In addition, the
knowledge-base created and the basin plans and the decision support systems developed are expected to
improve awareness, mainstream environmental and social development objectives and safeguards, create an
enabling environment for long-term reforms and serve to attract investment in the Ghaghra-Gomti basir

Physical achievement of these benefits would ensure fiscal sustainability of the outcomes of the project.The
outputs from this project would contribute to the outcomes in the long-term and act as catalyst for
subsequent investments.

2. Critical Risks (reflecting the failure of critical assumptions found in the fourtlh colunm of Annex 1)

Risk Risk Rating Risk Mitigation Measure
From Outputs to Objective
Waning political comnmitment by GOUP S Develop consensus of the project objectives with
and implementation commitment by the political parties, bureaucrats, academia,
relevant institutions ovcrtimetothe tehnians, -fiers anc-eivil soeiety. Intensive
reform agenda public awareness campaigns. Promote

transparency in decision-making Issuance of
government regulations as required. Early
demonstration on the ground of the bene,fits of
reforms are expected to sustain commitment to
the reforms; in addition, the cross-leverage
provided by the focus-state approach i expected
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to encourage GoUP in sustaining commitment to
water sector reforms.

Overall fiscal and governance reforms in S The project emphasizes upfront reforms to take
UP derailed impacting on the UPWSRP advantage of the window of opportunity
(e.g. through frequent political and provided by the ongoing fiscal and governance
bureaucratic changes) reforms. The focus state approach adopted by

the Bank and the State Assistance Strategy are
designed to reduce this risk. Since reforms in
several sectors in UP are being pursued
simultaneously, the impact of changes in the
bureaucratic establishment would be reduced.

Political instability in the State M The current uncertainty in the State regarding
possible elections will continue for sometime to
come. The programmatic approach with an
initial investment focussed on reforms as well as
demonstrating the benefits of reform allows
enough time to tide over the crisis period and
provides enough flexibility in terms of future
projects in the series.

Reforms not penetrating throughout UPID M A mass conmmunications and
(e.g. failure to utilize the benefits of change-management strategy will be evolved for
Business Process Reengineering (BPR), the UPID to enhance participation, build
institutional reforms and BPR facing stiff ownership and identify change leaders. Reforms
resistance) would be implemented in a very consultative and

participatory framework (e.g. survey
questionnaire being distributed to each UPID
staff and focus group discussions).

Inability to unbundle ID operations S Promote corporatization and eventual
privatisation through clear communication
strategies to ID personnel and Public at the
same time. Setting up pilot schemes proposed
under UPWSRP I would act as models that can
be emulated.

Failure of operationalizing integrated S The PROWaRM component is designed to
water resources management (failure of demonstrate the paradigm shift to a basin
Basin Boards to take off, failure to use the approach - early establishment of the JBSDMB
results of the Decision Support System and the IBSDMB and their effective functioning
and the basin plans) and assistance to these entities by SWaRA are

proposed under the project. The supervision
plans are designed to carefully and continuously
nurture this novel approach.

Inadequate operating funds for the MIS S Link performance efficiency of ID with
component operational funding of MIS and relate

modernization-induced downsizing and the cost
savings to MIS operational costs.

Inadequate operating and maintenance S Transfer of minors and drains below 5 cumecs
funds for the irrigation and draiange capacity to WUAs and Panchayat Raj
infrastructure institutions, unbundling and promoting private
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sector participation together with rationa iised
water charges imposition and collection

Failure to mainstream intensification and S Marketing facilities and rural road deve .opment
diversification of agriculture incentives and strengthening extension arid

training through the Bank-financed UP DASP in
the physical area of project intervention.

Failure to establish adequate incentives S Transfer control and decision-making o-
for long term viability of WUAs management of assigned segments of the

irrigation system to WUAs.

From Components to Outputs
Weak institutional commitments to the S Develop and maintain a transparent and
change process participatory process involving management and

staff of affected departments.
Failure to maintain effective project M To ensure continuity, adopt fixed term
coordination arrangements appointments for PACT staff
GOUP fails to meet timely and adequate M There is a fiscal program loan under
counterpart funding obligations preparation. Increasing cost recovery, reduction

of UPID expenditures and raising water
charges through SWaTReC will help reduce the
burden on the budget. Program sequencing
would reflect the financial capability of GOUP
to implement.

VRS-Related Risks (e.g. lack of interest S This is a sensitive but essential component that
by UPID staff, resistance to VRS would be piloted and supervised by the
impacting on rest of reform program, independent Reforms Task Force set up) under
GoUP reintroducing abolished posts) the program. The system is completely

Voluntary and the scheme would be
implemented in a transparent manner. E xtensive
consultations will be held with staff and various
unions. The design of the project is flex:ble
enough to accommodate changes in the scope of
the VRS.

Lack of willingness of stakeholders to M It is proposed that mass awareness carm paigns
participate will be undertaken in Year 1 and beyond in the

JBS and the IBS to enable stakeholders to
understand the reforms proposed. Activities
such as the Social and Environmental
Assessments, Joint Walkthroughs, MO Us,
Training and Capacity Building, consultations
and discussions with farmers and other
stakeholders are all expected to minimizf this
risk.

Overall Risk Rating S This is a substantial risk but potentiall) high
return operation. Risk mitigation measui-es have
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been identified as explained above to minimize|
their impact.

Risk Rating - H (High Risk), S (Substantial Risk), M (Modest Risk), N(Negligible or Low Risk)

3. Possible Controversial Aspects:

The program and the project focus on civil service reforms which would include substantial downsizing of
Government Departments and introducing transparency in the operations of the Government through the
installation and operationalization of a computerised management Information System. At present, there is
the political will and popular support for these measures. However, it is possible that disgruntled civil
service employees might create a controversy. Transparent dialog with Unions and the establishment of an
independent Reforms Task Force that are envisaged in the project are expected to minimize this.

G. Main Credit Conditions

1. Effectiveness Condition

None

2. Other [classify according to covenant types used in the Legal Agreements.]

Uttar Pradesh shall prepare, by April 30, 2002 for the first year of the Project and by December 31 in each
subsequent year of Project implementation, annual action plans, including details of procurement and
training, satisfactory to the Association, and thereafter implement the project in accordance with the agreed
plans.

Uttar Pradesh shall set up project procedures to enable proper M&E of project activities and outcomes on
an on-going basis, satisfactory to the Association and engage an independent M&E consultant by March
31, 2003, under terms of reference satisfactory to the Association.

Uttar Pradesh shall submit to IDA, quarterly project reports in a format satisfactory to the Association, no
later than 45 days after the end of each quarter.

Uttar Pradesh shall conduct, by June 30, 2003, and June 30, 2005, two formal reviews of the
implementation progress of the project and submit reports to the Association.

GOUP shall establish, by no later than December 31, 2002, and thereafter maintain, an autonomous
SWaTReC to monitor, review and make water tariff adjustments from time to time, with the first such
tariff adjustment to be made not later than December 31, 2003, in order to ahieve financial sustainability
and improve fiscal performace of the irrigation subsector in accordance with the Program.

GOUP shall prepare, by no later than December 31, 2003, a draft legislation, which shall, inter alia,
specify functions and responsibilities of SWaTReC and vest it with competence and powers to carry out its
functions effectively.

GOUP shall, by no later than March 31, 2005, establish and make fully functional, an entity to coordinate
sustainable water resources planning and development for the GGB.

GOUP shall cause the preparation of Ghagra-Gomti Basin Development and Management Plan including
Social Assessments and Environment Management Plan for the basin by December 31, 2004.
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GOUP shall issue the necessary GO and then set up and operationalise the Jaunpur Branch Sub-basin
Development and Management Board and Imamganj Branch Sub-basin Development and Management
Board no later than June 30, 2004.

UPID shall have computers and accessories installed and tested together with all equipment necessary for
ensuring connectivity amongst UPID offices located in the GGB no later than December 31, 2003.

UPID shall cause the WUAs to be formed under the authority of the Executive Order No.
207/2001-27-C-670/96 and trained prior to undertaking joint walk-throughs, preparation of designs and
implementation of the rehabilitation/modemization works on each minor in Jaunpur Branch and Bahraich
distributary command of the Imamganj Branch.

UPID shall cause the preparation of legislation required for making the WUAs fully accountable for the
operation and maintenance of these assets including drafting of any necessary amendments to the Northem
India Canal and Drainage Act (1873) to transfer operation and management of these assets to WUAs no
later than June 30, 2004.

UPID shall cause the preparation of legislation required to transfer management of drains less than 5
cumecs capacity to panchayats, including drafting of any necessary amendments to the Northem India
Canal and Drainage Act (1873) by no later than June 30, 2004.

With respect to project financial management GOUP shall

prepare and adopt a satisfactory financial manual, install a fully functional computerised project financial.
system and train concerned staff on the system by June 30, 2002;

.ensure that internal audits are carried out in accordance in accordance with TORs satisfactory to the
Association and the selection & recruitment of a firm of chartered accountants as internal auditors be
completed by June 30, 2002;

ensure training of key staff in IDA's accounting, reporting requirements and claims procedure by June 30,
2002; and

switch over to PMR-based disbursements by no later than October 01, 2003.

With respect to civil works GOUP and UPID shall

ensure that no rehabilitation works commence in any minor in the Jaunpur Branch and the Bahraich
Distributary of the Imamganj Branch Commands until such time as consultations are held, the WVUAs are
formed, undertaken key initial training, have a completed design and estimate of the irrigation system,
based on a joint walk through and social and environmental screening, all satisfactory to the Association;

ensure that rehabilitation works commence in any Branch or Distributary in the project intervention areas
only after appropriate consultations with the stakeholders in the command of the Branch or Distributary:
and

ensure that all civil works are carried out in compliance with the EMP.
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H. Readiness for Implementation

1 1. a) The engineering design docurnents for the first year's activities are complete and ready for the start
of project implementation.

El 1. b) Not applicable.

1 2. The procurement documents for the first year's activities are complete and ready for the start of
project irnplementation.

1 3. The Project Implementation Plan has been appraised and found to be realistic and of satisfactory
quality.

El 4. The following items are lacking and are discussed under loan conditions (Section G):

Assessment of Borrower's Implementation readiness (also see Annex 6)

Coordination & Oversight:
* State Water Board (SWB) chaired by the Chief Secretary and comprising Principal

Secretary/Secretary level officers of each water-related department of GOUP has been established.
* The Program Steering Committee (PSC) chaired by the Chief Secretary and comprising the Agriculture

Production Commissioner, the Principal Secretaries Irrigation, Finance and Planning,
Engineer-in-Chief UPID, Director Agriculture and Secretary UPWSRP (and Head, PACT) has been
established.

* PACT established through GO.
* Selection and training of initial project procurement staff has been completed. The procurement

function would be managed by an officer conversant with Bank procedures on procurement already
appointed to the PACT. Draft project procurement plans have been prepared and bidding documents
for all procurement for the first year of the project are being processed well in time, so that
implementation can start immediately upon Credit effectiveness.

Water Sector Reforms and associated investments:
* SWaRA and SWaRDAC established through GO
* SWaTReC required to be established by December 31, 2003. The draft documents have already been

cleared at the bureaucratic level and have been sent to the Chief Minister
* Expression of Interest (EOI) invited for consultancy for basin environmental and social asssessment
* EOI invited for consultancy on the development of decision support systems for basin planning
* EOI invited for consultancy for sustainable wetlands management, rainwater harvesting and fisheries

development in village ponds
* EOI invited for consultancy for detailed design of Kakraha Small Hydro Scheme
* Specifications for procurement of spatial databases finalized
* Drawings finalized for office building (2000 sq. m) to accomodate SWaRA, SWaRDAC and

SWaTReC

Irrigation & Drainage Sub-Sector Reforms and associated investments:
* Consultant selection completed for development and deployment of MIS
* EOI invited for consultancy for rehabilitation and modernization design of irrigation and drainage

infrastructure in JBS and IBS
* Executive order issued for WUA formation
* Detailed topographic surveys completed for about 15,000 ha in the JBS
* EOI invited for consultancy for detailed topographic surveys in the JBS and IBS covering about

600,000 ha
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* Bidding documents finalized for procurement of computer hardware and software
* Bidding documents finalized for procurement of digital water level recorders

1. Compliance with Bank Policies

E 1. This project complies with all applicable Bank policies.
C 2. The following exceptions to Bank policies are recommended for approval. The project complies with

all other applicable Bank policies.

Srinivasan Raj Rajagopal Keith Robert A. Oblitas ..Ldwin Lim
Team Leader Sector Manager/Director lwCountry Manager/Director
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Annex 1: Project Design Summary

INDIA: Uttar Pradesh Water Sector Restructuring Project
Key Performance

Hierarchy of Objectives Indicators Monitoring & Evaluation Critical Assumptions
Sector-related CAS Goal: Sector Indicators: Sector/ country reports: (from Goal to Bank Mission)
1. Poverty alleviation with 1. Improved incomes of river I .Regular project reports 1. Focus states are a useful
focus on social and basin stakeholders 2. Surveys and evaluation reports concept for integrating
environmental aspects 2. Improved inter-sectoral of intersectoral water development across
2. Support integrated socially and management and integrated multiple-sectors for poverty
multi-sectoral development in environmentally-sustainable management alleviation
focus states water resources management 3. Poverty monitoring reports and 2. Agricultural sector will
3. Support key areas of policy 3. Improved govemance and state-specific human continue to be a key sector for
reform fiscal sustainability of sector development reports Uttar Pradesh
4. Improve stakeholder institutions 4. Periodic economic surveys of 3. Efficient water resources
participation in decision-making 4. Functional stakeholder groups the state management is key for improving
5. Improve sustainable 5. Intensification and agricultural performance and
agricultural growth diversification of agriculture production which would result in
6. Promote private sector 6. Greater private- and reduced sustainable poverty reduction
development public-sector involvement in through the creation of economic

irrigation and drainage systems opportunities
4. Under an appropriate
govemance and fiscal
environment, the private sector
would invest in this sector

Project Development Outcome I Impact Project reports: (from Objective to Goal)
Objective: Indicators:
(i) to set up an enabling (i) establishment of appropriate I. Project reports I. Reduction in fiscal deficits
institutional and policy water sector apex institutions 2. Surveys and workshops of Irrigation Department will
framework for water sector (ii) setting up of Ghaghra-Gomti 3. regular monitoring & contribute towards improving the
reform in the State for integrated river-basin entity evaluation reports commencing overall fiscal reform
water resources management; and (iii) preparation and use of with baseline reports for each 2. The first credit can be
(ii) to initiate irrigation and socially and environmentally - category of intervention replicated and adapted for other
drainage sub-sector reforms in sustainable river basin envisaged (including areas of the Ghaghra-Gomti
the State to increase and sustain development plan for the Benchmarking studies) Basin as part of the reform
water and agricultural Ghaghra-Gomti basin 4. Supervision reports both Bank program
productivity (iv) downsizing UPID by 300 and third-party supervision 3. The reform program can

staff in 'C' and D' categories in be replicated for other basins in
addition to natural attrition to set UP
up the methodology for large 4. The water resources and
scale reduction of staff through irrigation sector is a key sector to
voluntary retirement and other target in any integrated
schemes state-wide fiscal and govemance
(v) introduction of modem skills reform package that aims at
and tools in UPID improving aid-effectiveness.
(vi) establishment of an effective
legal framework to enable user
participation in irrigation and
drainage infrastructure operation
and maintenance;
(vii) establishment and effective
use of modem information
management systems;
(viii) Formalized linkage
between agriculture and water
sectors, public and private sector
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institutions
(ix) modernized irrigation and
drainage infrastructure in areas
where reform options are to be
piloted
(x) Operation and Management
of irrigation system of at least
one distributary in the selected
sub-basins by the private sector
(xi) sustainable improvements in
irrigation intensities and crop
yields in the above intervention
areas above baseline levels
(agricultural intensification);
(xii) substitution of higher value
crops by farmers (agricultural
diversification) in the
aforementioned intervention
areas;
(xiii) improvements in basin
stakeholder income levels in
areas where reforms are piloted;
(xiv) improved equity in
distribution of incomes and the
breadth of stakeholder
participation in areas where
refonms are piloted.

Output from each Output Indicators: Project reports: (from Outputs to Objective)
Component:
A. Apex Institutions (i) Creation of State Water 1. Project Monitoring Reports I. Institutions and staff are
B. Irrigation Department Reform, resources Agency (SWaRA) and 2. Special Studies & Surveys enthusiastic about integration of
Capacity Building and Business fully staffing it . (ii) Creation of a (e.g. on staff skills mix, financial water resource issues iri planning,
Process Re-engineering State Water Resources data and viability, water management, allocation and resource
C. Piloting Reform Options in Analysis Center (SWaRDAC) institutional performance, etc.) management context
Water Resources Management and fully staffing it. 3. Integrated Social and 2. Stakeholders patLicipate
(PROWaRM) (iii) Preparation of Environmental Assessment effectively in water management,
D. Piloting Reform Options for Ghaghra-Gomti River Basin Report for the basin operation and maintenance of
Irrigation and Drainage Plan, including the preparation of 4. Rehabilitation and irrigation and drainage
Operations (PROIDO) integrated social and Modemization of the irrigation infrastructure
E. Feasibility Studies and environmental assessment and and drainage infrastructure with 3. The river basin is a useful
Preparation Activities for the social and environmental due attention to social and frame of reference for planning,
Next Phase management plan for the basin. environmental issues. allocation and resource
F. Project Coordination (iv) Creation of a State Water 5. Third-party supervision reports management

Tariffs Regulatory Commission and Bank supervision reports 4. Groundwater and surface
(SWaTReC) water issues can be integrated
(v) Creation of Ghagra-Gomti 5. UPID can reduce staff,
basin Development and eliminate wasteful expenditures,
Management Entity. collect water charges and work
(vi) Downsizing methodologies towards achieving fiscal space.
developed for reducing 6. Sustainability of the
establishment costs of the overall reform process iTI the
irrigation department. State.
(vii) Formation and
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operationalization of two
sub-basin development and
management boards
(viii) Holistic development and
management of water resources
in the two selected sub-basins
including development of
canal-based hydros,
conservation and development of
waterbodies and rainwater
harvesting
(ix) Formation of WUAs on all
minors in the irrigation
commands of the two sub-basinss
(about 600 WUAs)
(x) Participatory rehabilitation
and modernization of the
irrigation and drainage systems
of the two sub-basins
(xi) piloting alternative
distributary-level management
mechanisms for water service
provision and maintenance
(xii) Increase in irrigation and
cropping intensities and
diversification to cash crops
(xiii) Project Implementation
Plan and Project Appraisal
Document for the next phase
(xiv) Implemetation of the project
on-time and according to IDA
procedures

Project Components / Inputs: (budget for each Project reports: (from Components to
Sub-components: component) Outputs)
A. Apex Institutions A. $ 12.27M 1. Self-monitoring by PCU and I . Sustained political,
B. Irrigation Department Reform, B. S 38.52M executing agencies bureaucratic and institutional
Capacity Building and Business C. $ 9.35M 2. Bank supervision, mid-term commitment to the reform
Process Re-engineering D. $ 100.19M review, final review, special process
C. Piloting Reform Options in E. $ 6.12M review studies and feedback 2. All relevant agencies will
Water Resources Management F. $7.25M have access to the necessary
(PROWaRM) skills, tools and resources to
D. Piloting Reforn Options for perform their functions
Irrigation and Drainage effectively (e.g. Apex body to
Operations (PROIDO) integrate water resources
E. Feasibility Studies and development; UPID to carry out
Preparation Activities for the technical and policy reforms)
Next Phase 3. Close coordination for
F. Project Coordination synergy with UPDASP, UP SLRP
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II and other relevant programs
and projects of the Ba:ik, GOI,
GOUP and other donor agencies
in the irrigation, drainage and
agriculture sectors
4. Timely and accL:rate
self-monitoring and reporting and
appropriate implemen.ation of
lessons learned and interim
recommendations
5. Adoption of new
techniques by water uw,ers and
their enthusiasm and willingness
to participate in water user
groups
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Annex 2: Detailed Project Description
INDIA: Uttar Pradesh Water Sector Restructuring Project

By Component:

Project Component 1 - US$12.27 million
(A) Creation of Apex Water Institutions and Strengthening Socially and Environmentally
Sustainable Multi-Sectoral Water Resources Planning, Allocation and Management Capacity

This component seeks to translate to action the GOUP vision for the water sector for holistic water
resources management through efficient apex institutions and coordination and tariff-setting mechanisms
with an emphasis on systematic planning and management of water resources in a basin context to meet
multiple demands for current andfuture generations.

Al. State Water Resources Agency (SWaRA)

A State Water Resources Agency (SWaRA) is being set up under Government Order No.
2127/2001-27-Sin-4-56W/98 dated 7th June, 2001 to provide a state-level capability for inter-sectoral
water allocation, planning, management and optimal use of surface and groundwater based on
comprehensive and environmentally sustainable river basin plans. The SwaRA would work as the
secretariat to the earlier constituted State Water Board. The SWB and SWaRA would facilitate and guide
the implementation of the State Water Policy. The SWaRA will be headed by a Chairman at the rank of
Principal Secretary to Government and would be operationalised with the appointment of key staff
specializing in agriculture, irrigation, drainage, hydrology, hydro-geology, environment, energy, economics,
management, basin planning, mathematical modeling, sociology, industrial development, urban and rural
water supply and sanitation, geographic information systems, assisted by administrative and support
personnel. The project would provide support for capacity building of SWaRA through essential
hardware (office building, computers, transport and other equipment and materials), software
(programs, models and commercially available GIS), consultants, staff salaries and allowances and
operating costs of SWaRA on a declining basis, and related training and study tours.

A2. State Water Resources Data and Analysis Center (SWaRDAC)

A State Water Resources Data and Analysis Center (SWaRDAC) is being set up under the auspices of the
above-mentioned Government Order to be a focal point to collate, verify, analyze and store data relevant to
water resources management in each basin collected by various agencies both governmental and
non-governmental. The data and knowledge base thus generated would be maintained in a web-enabled
format for easy access by authorised users. SWaRDAC would analyse the data from a multi-sectoral
perspective and provide basic information such as hydrologic, socio-economic, environmental and natural
resource profile of various basins/sub-basins, and frequency of occurrence of an event, estimated frequency
of an event of a particular magnitude, GIS-based atlas of rainfall of different frequency and duration,
GIS-based atlas of water quality and quantity (both surface, groundwater and rain) data and intersectoral
demands for each basin. SWaRDAC would be housed in the SWaRA complex. When fully operationalised,
SWaRDAC would become the official data repository and their data would be used to resolve any disputes
amongst sectors and basins. SWaRDAC would have key staff specializing in hydrology, geo-hydrology,
remote sensing, information technology, geographic information systems, data processing and report
preparation. SWaRDAC would be headed by a Director at the rank of Chief Engineer Level I of the
Government of UP. The project would support the provision of the necessary computer hardware and
software, staff salaries and allowances on a declining basis and consultancy inputs that would be required
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to operationalise the SWaRDAC.

A3. State Water Tariff Regulatorv Commission (SWaTReC)

An autonomous State Water Tariffs Regulatory Commission (SWaTReC), would be set up to review and
monitor sector costs and revenues and to set user fees that would enable the systems to be financially
self-sustaining. The project would provide support for its initial operational costs (staff salaries,
consultants, office equipment, materials and operating costs). The reform options being explored under I1 is
project include testing management options involving unbundled UPID, public-private partnerships,
commercialization of operations and management of irrigation and drainage systems. These would bring up
a need for financial sustainability and the need to ensure appropriate safety networks so that the users are
not charged enormous rates. The SWP also provides for recovery of part of the capital costs in the future.
Given this scenario, it is essential to have a regulator in place as envisaged in Section 7.3 of the SWP as
reforms are initiated. SWaTReC would work with SWaRA in establishing values for water for various
uses based on reliability, quality and quantity of water supplied. The SWaTReC would be chaired by an
administrator appointed by GoUP with considerable knowledge in water-related issues. SWaTRec would,
with the assistance of consultants, initiate costing of water delivered for various purposes at various
reliabilities and then set tariff in such a manner as to at least recover the operation and maintenance cost
and a part of the capital costs. The tariff regulator would also ensure fair trading practices are observed in
water markets which would eventually occur with private sector participation.

A4. Ghagra-Gomti Basin Development and Management Entity (GGBDME)

A Ghaghra-Gomti basin development and management entity would be created to implement
environmentally and socially sustainable water resources development and management of the water
resources of the Ghaghra-Gomti basin. The structure and functions of this entity would be developed
during the implementation of UPWS:RP. It is anticipated that the Ghagra-Gomti basin entity would take
about two years to be set up and made operational. During this period SWaRA would take the lead to
develop a decision support system for the Ghaghra-Gomti basin employing appropriate state-of-the-art
techniques. The basin development and management plans thus prepared would guide investment decisicrns
in the basin. A sector knowledge and information base would be developed including a comprehensive
management information system and appropriate analytical tools for multi-sectoral planning, priority
setting and framework for investment project preparation. The basin DSS will use GIS and interactive
spreadsheet tools to organize information on climate, agriculture, surface and groundwater hydrology,
irrigation and drainage network, water demands (irrigation, domestic, industrial, hydropower,
environment), socio-economic and demographic details, topography, water quality, wetlands and WUAs
and use non-linear optimization and decision support modeling tools to arrive at optimal water allocations
and investment strategies under a variety of hydrological, technical, policy, infrastructure and other
constraints and scenarios in an inclusive and participatory setting. In subsequent phases of the program,
this planning process and analytical approach would be updated, adapted and replicated in other basins of-
the State.The basin plans would be used in efficient water allocation amongst sectors and in formulating
investment strategies in addition to ensuring integrated management of the water resources of the basin. A
Basin Social and Environmental Assessment (BSEA) would be developed for the Ghaghra-Gomti basin as
part of the DSS to mainstream social and environmental issues through the entire program through Social
and Environmental Management Plan (SEMP). This assessment would help go beyond the detailed social
and environmental assessment to be carried out for the UPWSRP JBS and IBS areas following
methodologies established during preparation and provide guidance on the policy, technical, institutional
structures required for implementing the SEMP through the program. The BESA and SEMP so developed
would be essential inputs into the preparation of the overall basin development plans. Necessary
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international and national consultancy inputs would be provided to assist in the preparation of BESA,
SEMP and the basin DSS.

Project Component 2 - US$38.52 million
B. Irrigation Department Reforms, Capacity Building and Business Process Re-engineering

This component seeks to translate to action the GOUP vision for the irrigation and drainage subsector to
have modern, lean, financially-sustainable institutions with appropriate human resources and skills-mix,
knowledge base, and analytical tools to deliver efficient, environmentally-and socially-sustainable and
cost-effective irrigation and drainage services to farmers via water user associations and/or other
public-private partnerships.

The proposed UPWSR Program will support a continuous process of institutional reform involving
right-sizing, restructuring, unbundling, capacity-building and business process re-engineering of the UPID
to achieve this vision. The reform program would introduce new skills needed for irrigation and drainage
system development, operation and management, remove unnecessary staff and reduce establishment costs,
introduce participatory irrigation management at the minor level, promote private sector participation in the
development and management of irrigation and drainage infrastructure, improve irrigation and drainage
operations through modernization of infrastructure and adoption of modem management techniques
including private-public partnerships, increase coverage of irrigation commands through better water
delivery systems and application of advanced irrigation techniques, ensure sustainable operation and
maintenance of irrigation and drainage infrastructure through levy and collection of appropriate user fees,
and establish strong linkages with the agriculture, animal husbandry and horticulture departments to
achieve intensification and diversification of agriculture necessary to maximize productivity of water.

B1. Irrigation Department Institutional Reform

The Uttar Pradesh Irrigation Departmnent (UPID) is one of the oldest (set up in 1823) and largest
Government Departments in India. UPID has a workforce of 84,699 employees who are divided into four
categories, namely Group 'A','B','C'and 'D'. The Group 'A' officers perform supervisory functions at senior
management level, group 'B' at middle management level and Group 'C' at operative, clerical and first line
supervisory level. Group 'D' staff perforrn jobs which have a substantial manual component attached to it.
In addition work charge staff are classified as Group 'E' (8162) and casual staff as Group 'F' (3659).
Categories 'E' and 'F' are outside the regular civil service but receive pay through the UPID. Group 'C', 'D'
,'E' and 'F' staff constitute 98% of total staff and account for about 94% of the payroll and related
expenditure. There are over 250 different categories of posts involving either different job characteristics or
different transfer liability.

On the basis of Institutional Mapping work carried out during preparation and discussions with UPID, it
has been concluded that the following number of surplus positions exist in UPID in its present form of
operation.

Classification Group 'A' Group 'B' Group 'C' Tubewell Group 'D' Group 'E' Group 'F' Total
w/oTubewell operators

operators Group 'C'
Numbers 176 674 11,326 13,614 8,299 8,162 3,659 45,910
Annual payroll 46 122 1,108 987 467 392 134 3,256
cost on March
2001 (million Rs.) ___ _
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With modernization and introduction of appropriate technology, corporatization, privatization and
participatory irrigation management, further redundancies would have to be dealt with as well. Based on
this assessment, it is necessary to downsize the UPID substantially which would reduce unnecessary
establishment costs. At the same time limited skill additions have to be made in Groups 'A' and 'B'.
Reduction in establishment costs would therefore have to primarily come from downsizing the Group 'C',
'D', 'E', and 'F' staff. It is not possible to obtain this reduction through normal attrition in a short time
period since erratic recruitment pattem has led to an erratic retirement scenario. Therefore other avenues
such as voluntary retirement schemes or compulsory retrenchment schemes will have to be adopted.
Voluntary schemes are preferable since they would not involve time-consuming legal action. While Group
'E' and 'F' staff can be terminated without major problems, Group 'C' and 'D' have to be provided with a
Voluntary Retirement Scheme (VRS) or other appropriate measures.

Various options for VRS currently in operation in India were studied and the mode employed by
Government of Gujarat for its employees has been recommended as a feasible option for GoUP as well.
The scheme involves the payment of a lumpsum amount calculated on the basis of salary at an agreed rate
for each completed year of service and at a different rate for each remaining year of service or salary due
for the remainder of service whichever is less. GoUP proposes to finance initially about US$ 3 million as a
pilot to offer VRS for about 300 personnel in the first two years of the project. UPID will publicize and
accept subscriptions beyond these numbers from Group 'C' and 'D' staff and if the response is favorable,
the entire VRS scheme would be scaled up. The initial testing phase is necessary since VRS in a GoUP
department has not been attempted until now. Proper awareness campaigns and worker education would be
arranged and those opting for VRS would be provided training facilities to engage in gainful endeavors.
The testing phase would also allow development of mechanisms for proper implementation of VRS with
adequate consultations and monitoring procedures that would ensure there are no backdoor entries and the
posts are abolished permanently by tJPID.

The Institutional Reform process would be monitored by a Reforms Task Force (RTF) comprising a senior
administrative services officer, reputed legal counsel and a retired Engineer-in-Chief. The RTF would also
oversee the further institutional studies required to continue the reform process not only in the irrigation
department but also in other entities dealing with water for agriculture and other purposes. A highly reputed
management consultancy firm in association with a well-established international water agency would be
recruited to assist with the institutional analysis. The institutional studies would include an in-depth
analysis of the organizational and incentive structures in the irrigation department and other entities in the
sector so that a vibrant structure catering to efficiency can be evolved. The organization structure would be
strengthened to achieve (i) efficient utilization of various resources (ii) improved coordination with
external entities including clients, other line agencies, private and public sector agencies, civil society
organizations etc. and (iii) more effective communication and coordination within the organization. The
RTF would work with the Institutional Study consultants to identify specific new areas of competence
required for future e.g. socio-economic analysis for utilization of water resources, information technology
and human resource management. The study would also focus on improving personnel management
systems and policies, including recruitment, placement, training, transfers and promotions to remove
obstacles to motivation and provide incentives for superior performance. Based on these studies, a
continuous process of IR would be carried out throughout the UP WSR program period.
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B2. Irrigation Department Capacity Building

In order for the ID to realize its future vision, there is a strong need for capacity building in all areas of ID
engagement. Modernization and capacity building of UPID would be carried out through (a) support for
formal courses and study tours in addition to in-house training and seminars conducted by invited national
and international experts; (b) provision of consultant and training support and funding of staff salaries and
allowances for incremental specialist positions; (c) provision of modern equipment (survey, design,
communications, data acquisition, storage, processing and analysis, computer hardware and software,
internet access), vehicles and infrastructure; (d) creation of modem technical, financial and operational
management capacity using computer based MIS and telemetry; (e) public awareness and consultation,
including the development and preparation of an internal and external communications strategy; and (f)
assistance in preparation of legislation associated with implementing the reform program, such as, turnover
of management to farmer groups. Life membership in national and international professional associations
such as the Indian Water Resources Society (IWRS), the Institution of Engineers (India), the Indian
National Committee for Irrigation and Drainage (INCID), and the International Committee on Irrigation
and Drainage (ICID) for all staff of the irrigation department would be funded since it is lack of any
significant exposure to the advances in irrigation and drainage operations and management which has
caused the deterioration of this once well-functioning department. Design capabilities would be
strengthened with the assistance of national and international experts using advanced state-of-the art
techniques.

B3. Irrigation Department Business Process Re-engineering: Management Information Systems

Intensive modemization of UPID's information systems and infrastructure building would be carried out
through (a) provision of modern equipment (communications, data acquisition, storage, processing and
analysis, computer hardware and software, internet access) and infrastructure; (b) provision of consultant
and training support and funding of staff salaries and allowances for incremental specialist positions; (c)
creation of modern technical, financial and operational management capacity using computer based MIS
and telemetry. Experience in other projects has shown that computerization of the department should not be
carried out in isolated pockets without connectivity. Fibre-optic network is expected to be available for
department use in the western part of the State in the next two years. This network would be used to
connect all the ID offices in this part of the State. In the eastern part of the State, primarily in the
impoverished Ghagra-Gomti Basin, VSAT network (26 VSATs) would be set up to achieve connectivity.
Electricity supply is absolutely unreliable in the district towns. Many a computerization exercise has
floundered in the past due to simple things like not having assured electricity supply. Generators would be
provided at each site to ensure that this scenario is not repeated in this project. At the conclusion of the
setting up of the MIS component, UPID will have a modem data and voice connectivity arrangement
amongst its 400-odd offices spread throughout the State which would enable computerization of its
day-to-day work, real-time operations, telemetry, flood and disaster management, etc.

The MIS component of the project would include improving and streamlining of systems and processes for
more efficient operations, through a Business Process Improvement program. It is envisaged to implement
a comprehensive Change Management Program to streamline the transition to new systems and processes.
This will support the right-sizing program which would be modernization-induced and would take place
over a number of years. Comprehensive data capturing through distributed data acquisition and control
systems is planned at all important work sites to aid faster execution and decision making. The information
systems will have the capability to provide a Knowledge Management and Decision Support System that
captures the accumulated knowledge within the organization and provides the capability to analyze data
available from within the organization and various other external bodies.
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It is envisaged that UPID would have an Enterprise Management System for which computer based
systems and procedures would be identified and an implementation plan developed. Mainly the following
three types of applications are required for UPID:

a) Applications for executive functions like financial accounting, budgeting, revenue collection, project
monitoring, human resource management, Knowledge Management, and Decision Support Systems.

b)Technical applications such as development of GIS-based Integrated Water Resource Management
Information System (IWRMIS), and CAD applications for project planning and designing of structures.

(c) Internal comrnunications network and systems for faster sharing of information like messaging,
workflow and organization-wide Intranet, to implement a transparent approach in government operations.

The MIS component would be implemented under a phased program described in the PIP, with the
assistance of reputed consultants who have been selected already.

Project Component 3 - US$ 9.35 million
(C) Piloting Reform options in Water Resources Management (PRoWaRM)

Investments in water-related sectors such as Irrigation and drainage have been made in the past in isolation
with little regard to integrated water resources management. In this component, a key reform that is sought
is to focus on the basin as the development and management unit for water resources to pilot various
activities relating to integrated water rnanagement. Uttar Pradesh is drained by a number of large river
systems and the basin concept cannot be applied to these river systems all at once due to the enormous
magnitude of these systems. It is therefore necessary to start introducing basin development and
management concepts on sub-basins first. In this project, the reform options would be piloted in the
Jaunpur Branch Command and associated drainage systems, hereinafter referred to as Jaunpur Branch
Sub-basin (JBS) and the Imamganj Branch Command and associated drainage systems, hereinafter referred
to as Imamganj Branch Sub-basin (IBS). These include development of rainwater harvesting structures,
developing participatory approaches for sustainable wetland conservation and management, and
development of fisheries in village ponds. In addition, appropriate institutional structures would be evolve,1
and supported for decentralized water resources development and management in a subbasin framework.

Cl. Jaunpur Branch Sub-basin Development and Management Board ; Imamganj Branch Sub-basin
Development and Management Board

Setting up and overationalising Jaunpur Branch Sub-basin Development and Management Board
(JBSDMB) and Imamgani Branch Sub-basin Development and Management Board (IBSDMB). The JBS
comprises the irrigation command of the Jaunpur Branch and associated drainage boundaries (see figure
A2-1 for schematic of Branch Sub-basin). It is bounded in the north by the Gomti river and in the south by
the Sai river. The Jaunpur Branch itself traverses the basin longitudinally from west to east and sits on the
ridge. Essentially, the definition of JBS is the opposite of conventional basin definitions in the sense the
MBS is a concave basin draining to the left of the Branch to Gomti and to the right to Sai. Similarly, the
IBS comprises the irrigation command of the Imamganj Branch and its associated drainage boundaries.
The IB traverses the basin from north to south and sits on the ridge.
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Figure A2-1: Branch Subbasin Schematic

The JBSDMB and IBSDMB would be the grassroot level basin development and management entities.
Given the fact that irrigated agriculture is the maximum water consumer in the State, organizing basin
entities centered around irrigation and drainage operations would enable the stakeholders to come to grips

with water resources issues and the need to address them holistically. Until full organizational details are
worked out these boards would be headed by the Chainnan of SWaRA. Funds would be provided to set up

these two entities which would include: Two buildings (500 sq. m each) with conference halls large enough
to have large stakeholder consultations ; one at Sultanpur and the other at Bahraich. This building will he
linked with either fiber-optic or radio modem to the communication facility of the irrigation departmnent that
would be established at these two towns under the MIS component. The boards would be serviced by a
technical secretariat with limited core staff. These boards would be forums for participatory, transparent
decision-making regarding water resources-related issues in the sub-basins. Initial work on basin decision
support systems would be carried out by the SWaRA until the competency of the basin technical secretariat
is established through recruitment and training of core staff specializing in issues pertinent to the basin.
Funding of staff salaries and related allowances would be provided on a declining basis in the project.
Funds would be provided to meet the expenses incurred in conducting stakeholder meetings, awareness
campaigns to alert the citizens of the JBS and LBS about water-related issues. A reputable senior advisor
with practical experience in running such boards would be selected and funded for a period of three years
to assist the operationalizing of the boards. The advisor would also guide the technical secretariats as
required.

C2. Decision Support Systems ; Identification of Issues and Options for Water-related Development
in These-Two Sub-basins

Issues and options for optimal socially and environmentally sustainable development of the water resources
of the JBS and lBS would be identified through development of a decision support system for the JB3S and
TBS. This would be a forerunner for the DSS to be developed for the Ghagra-Gomti Basin by the SWaRA.
The technical secretariats of the boards or SWaRA and SWaRiDAC would collect relevant data and
informnation and analyse them. Results of such analysis would be presented to the full board which would
then list out actions to be taken. Initially most of this work would be carried out by SWaRA and the
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technical secretariats. Consultancy assistance required for modelling would be provided. Computer
hardware and software would be provided with necessary peripherals to develop the DSS. The DSS woul,l
be a continuous process as actions taken in the basin would change the resource development status and
different issues and options would emerge. Conjunctive use of groundwater and surface water is expectedl
to be a major issue in the two sub-basins. Real-time operations would have to be piloted in these areas tc
demonstrate the viability of conjunctive use.

C3. Canal-based Small Hydro

While considering integrated water resource development and management, development of canal-based
hydros were studied since this area is short of electricity and every bit would help in improving the living
standards of the rural poor. A pre-feasibility study has been carried out to establish the sites in the
Ghagra-Gomti Basin where such canal-based small hydros could be developed. Based on the outcome of
this study one site in the IBS located at Km 6.5 on the Imamganj Branch canal would be developed during
UPWSRP. Development of this hydro will be accompanied by appropriate institutional structures to be put
in place community, private, corporate and other entities. to operate and maintain this hydro. Stakeholder
consultation meeting was held during the preparation of the pre-feasibility study. Citizens of the villages
located near the proposed site (Kakraha) have expressed their willingness and ability to run this small
hydro which would have two units with an installed capacity of 650 kw each. Detailed pre-feasibility rerort
has been prepared and is available in project files. This would be the starting point for further detailed
designs and implementation. UPID would take the lead in establishing this station. Consultancy inputs
would be provided to assist UPID in setting up a state-of-the art small hydro station that can be operated
by the community or other private sector entity.

C4. Rainwater Harvesting and Conservation and Development of small waterbodies

Rainwater Harvestimn could play an important role in eastern UP given the high rainfall in the monsoon
season. Improvement of village ponds owned and operated by the Gram Panchayats would be provided for.
Such improvements would (a) cater to drinking water needs of the population and livestock ; (b) promote
aquaculture development; and (c) provide additional irrigation water either directly or through recharge of
groundwater. The average monsoon rain in JBS is about 900 mm and in IBS is about 1200mm which is not
being utilized efficiently at present. About 200 village ponds/water harvesting structures would be
improved/created under the project.

A number of small waterbodies (76) have been identified in JBS and IBS. Both in the basin planning and
in the modernization of irrigation infrastructure, the conservation and development of these waterbodies
would be explored and adopted. Given the constraints to developing storages in the basin, these waterbodies
would not only be conserved but their natural ability to act as useful hydrological suppositories for
rainwater harvesting and re-regulation of water allocated to agriculture would also be utilized. In addition,
their potential for fisheries development would be considered. These could also be used as aeration ponds
for wastewater treatment coupled with aquaculture as prioritized by the community. These aspects would
be explored in the JBS and IBS taking into account the various other environmental and social issues to be
addressed. Funds would be provided to demonstrate these concepts in the 76 identified areas within the JP;S
and IBS.

Project Component 4 - US$100.19 million
(D) Piloting Reform options for Irrigation and Drainage operations (PROIDO)

This component is intended to pilot reform options for (i) reliable delivery of water measured and supplied
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on an appropriate volumetric basis in the irrigation systems to improve system performance, cost-recovery
and accountability of the service provider; (ii) effective drainage network operation and management and
conjunctive use to assist in effective water management (ii) an outcome-oriented approach with integrated
sustainable agricultural intensification and diversification and private sector participation to complement
effective water management; and (iii) unbundled operational management of the irrigation and drainage
systems, including participatory user management and private sector participation. Given the current state
of irrigation and drainage management in the state, these far-reaching reforms have to be initiated at a
reasonable scale to build confidence and generate lessons in mainstreaming these reforms. Accordingly,
these options would be tested in the Jaunpur Branch command and associated drainage network and the
Bahraich Distributary command and associated drainage network.

Dl. Rehabilitation and Modernization of Irrigation System

In order to provide reliable water delivery, the irrigation systems have to be brought back to design
conditions and modernized to install necessary devices to measure water delivered and to monitor
performance of the system. In general, the irrigation systems in UP are in a dilapidated condition and
under-performing. The commands chosen for piloting reform measures are no exception. Even though the
gross command area of the Jaunpur Branch is about 275,000 ha with a designed rabi irrigation percentage
of 40%, only about 70,000 ha have received some form of irrigation in the past few years. Similarly the
22,000 ha Bahraich Distributary Command of the Imamganj Branch has seen irrigation only in about 4000
ha. Prior to testing the reform options, it is necessary to rehabilitate and modernize the irrigation
infrastructure in these two areas.

The Jaunpur Branch takes off from the Haidergarh Branch at Km 22.60. The Haidergarh Branch takes off
from the main feeder channel. For effective functioning of Jaunpur Branch, Haidergarh Branch has to be
rehabilitated and modernized from Km.0 to Km 22.60. This channel has a problem of silting in the first 6
km upto Hardoi Escape as there are curves in the aligmuent. Hence discharge capacity is 20% less than
design. Required studies and analyses would be conducted to arrive at appropriate technical solutions for
the siltation problem. The design consultant to be employed for the redesigns and construction supervision
would carry out this work as well.

The Jaunpur Branch is in bad shape, banks are lower by even one meter from design standards, counter
benns are non-existent, bridges are in bad shape with deteriorated ramps and village road bridges are
inaccessible to bullock carts/tractors. The condition of distributaries and minors is not good either. The
Jaunpur Branch which has a capacity of 4350 cusecs runs only with 3050 cusecs. There are no discharge
measuring devices in minors. The outlets are not based on scientific design principles and many times they
do not even exist. Farmers have made cuts in the system or placed their own outlets without any regard to
levels leading to wasteful operation. Therefore the systems require rehabilitation and modernization so that
they can be operated and maintained to deliver the required amount of water at each location. There are
direct outlets to farmers' fields from Branches and Distributaries - in the Jaunpur Branch there are 334
direct outlets from the Branch and 2884 outlets from the distributaries. These have to be clustered to form
water users associations and to enable proper operation of the irrigation system

Imamganj Branch takes off from the right bank of Saryu Main canal at Km 21.45. Saryu link canal carries
water from Ghaghra river (at Ghaghra Barrage) to the Saryu river at Saryu barrage from where the Saryu
canal takes off to feed the Saryu System. Due to non-development of irrigation in the canal command,
distributaries and minors were not run to full capacity. Due to paucity of funds for maintenance, the canal
system has deteriorated. Head discharge of the Imamganj Branch is 36 cumecs (1270 cusecs) CCA 80,000
ha with Kharif at 77% intensity and Rabi at 40% The Bahraich distributary takes off at Km 21.6 from the
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Imamganj Branch.

The system has expanded in an ad hoc manner; there are direct outlets taking off from the Branch canal and
its distributaries. It is not possible to set up water user associations at the minor level when such outlets
exist at the upper level distributaries. These will have to be rationalized so that the water delivery system
ultimately comprises of branch discharging to distributaries and minors, distributaries discharging to
minors and minors discharging to the farmers through outlets. When this is achieved it would be possible to
set up volumetric flow regulation devices initially at the minor level and later on each outlet level. The
aquacard system developed in Italy or other similar systems developed elsewhere for flow measurement
would be modified and fitted as appropriate.

Detailed Topographic/Cadastral/Soils/Irrigation Assets (public and private) Surveys: In both these
commands, the terrain is extremely flat. No detailed topographic surveys have been conducted and most of
the designs and layouts of irrigation and drainage infrastructure are based on inadequate topographic data.
Due to poor maintenance, the canal systems are not able to carry the design discharges and to compensate
for this, farmers have installed a number of shallow tubewells in these commands, taking advantage of
advances in tubewell technology. These tubewells are expensive to operate since they use diesel fuel for
energy due to non-availability and unreliability of electric power. In addition to carrying out detailed
state-of-the art topographic surveys, information on all water abstraction structures would be collected and
a combined map would be prepared including cadastral data on a GIS platform. The area covered by these
surveys (approximately about 600,000 ha) would include the drainage boundaries of the commnand as well.
Funds would be provided to conduct this work through reputed firms specializing in the use of
state-of-the-art laser and satellite guided surveys.

Integrated Social and Environmental Assessment (ISEA): Detailed social and environmental
assessments would be carried out as contemplated in the EMP (see outline in Annex 11). As in the case of
the preparatory studies, 3 villages each would be selected to represent head, middle and tail-ends of each
distributary to give a profile of the villages and households and to provide a gender and stakeholder
assessment. Other key activities in this regard include consultation meetings with relevant stakeholders and
screening the proposed project activities from an environmental and social viewpoint. Consultative
meetings would be held at branch and distributary level; in addition, after detailed maps are prepared for
the minor-level, joint-walkthroughs would be held with the stakeholders to help determine the rehabilitation
required. These assessments, consultations and screening would help incorporate suitable measures to
enhance positive social and environmental benefits and mitigate against possible adverse impacts.

Baseline Engineering, Agriculture and Other Data Collection and Analysis: Along with the social and
environmental assessment, a baseline survey of monitorable indicators which would be used to assess the
impact of the reform measures would be carried out. This work would involve collection of information on
infrastructure assets and their condition including longitudinal sections, cross-sections, original design
parameters, structures and equipment constructed to regulate flows in the canals, cross-drainage works.
culverts, crops, cropping intensities, crop calendars, irrigation intensities, soils potential for agricultural
intensification and diversification, markets and rural road network. All data would be geo-referenced. Work
would be carried out by UPID, UPDASP with the assistance of a reputed firm specializing in this activ:ity
with remote sensing expertise and NGos.

Design of the Irrigation System: The rehabilitation/modemization would commence from the outlet level.
Joint walk-through surveys would be conducted after complete topographic and other parameter mapping
has been completed for each minor conmmand and associated drainage boundary by department staff,
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members of the specialist design team recruited under consultancy contract and the farmers of each minor
to understand the issues faced by the farmers, record them to be incorporated in the designs, rationalization
of outlets, village road bridges crossing the canals, culverts etc..,. Formation of farmer committees at the
rationalized outlets and WUAs on all minors in the JBS and IBS areas (about 600 WUAs), intensive
outreach, training and technical assistance by UPID, WALMI and available NGos to WUAs, intensive
support to their progressive financial, institutional and technical self-reliance would be supported by the
project. These walk-throughs carried out with detailed topographic and cadastral maps on a GIS base
would enable the engineers and the farmers to assess the existing condition of the irrigation infrastructure
assets in each minor. The prioritiy actions to be undertaken would be agreed upon with the stakeholders.
The engineering and agricultural team would advise the group of farmers, the advantages of modernizing
the system, the need to diversify cropping systems and the way to achieve these. Agricultural intensification
is almost a pre-requisite to diversification given the marginal size of landholdings. After these discussions,
notional water deliveries required at rationalized outlet points would be determined and appropriate
engineering designs would be prepared for each minor. These designs and their costs would be discussed at
the gathering of what by this time would be a formal water user association. A memorandum of
understanding would be signed regarding the modernization works to be undertaken in the minor, who will
do the actual work, who will supervise the work and how the minor would be maintained and operated after
the modernization is completed. Water charges to be paid to the service provider at the head of the minor
by the WUA would also be part of the memorandum of understanding. The draft MoU prepared by the
UPID would be tested in a few pilot minors, revised and adopted for the JBS and IBS. The modemization
would also include modifications to cross-drainage and access works (culverts, bridges) and introduction of
new cross-drainage and access works. Drainage siphons would also be included under the irrigation
modemization program as they relate to crossing the irrigation infrastructure. However this work would be
closely coordinated with the main drain rehabilitation component of this projectPreparation of
environmentally and socially sustainable designs taking into account agricultural diversification and
intensification for the JBS and IBS with the assistance of a reputable international firm/agency specializing
in modern irrigation operations together with national counterpart joint venture would be supported. The
designers would train the staff of the UPID attached to the circles at Sultanpur and Bahraich during the
preparation of these designs. The Branch and the Distributaries would be redesigned with full consultation
with various stakeholders as discussed above. The JBSDMB and IBSDMB would assist the UPID in the
consultation process. The redesign would allow for low-pressure sprinklers and drips to be tested in
selected distributary commands. Redesign of minors and outlets would be carried out with full participation
of the WUA concerned. Location of outlets to field watercourses would be agreed to with the WUAs and
the agreement would be part of the MoU to be signed between ID and the WUAs.

Irrigation System Rehabilitation/Modernization: Rehabilitation and modernization of the irrigation
systems of the JBS and IBS would be carried out as per the procurement packages developed in compliance
with Bank guidelines (PIP refers) with participation by the fanner organizations at the minor level. The
works would include measures for volumetric sale of water to WUAs and other private sector entities and
telemetering required for real time operation and monitoring. Construction work will be packaged in
hydraulic boundary units - a distributary command will have to be developed and modernized in its entirety
so that the system can effectively deliver water to farmers for irrigation. This would also enable unbundling
management operations. Field work and construction on canal systems would be carried out during the
November-June period. Rehabilitation would include repairs of VRBs, head regulators, cross regulators
and other masonry works, metalled roads on left bank service road and kankar road on the right bank,
metalled ramps on VRBs, cattle ghats, inspection houses, offices, colonies where necessary, new masonry
works, bridges as required, pucca profiles, escapes. All construction work would be subjected to third party
supervision by a reputed company selected through National Comepetitive Bidding (NCB). Quality control
would be facilitated by the use of four mobile testing laboratories to be procured under this component.
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Fixation of pillars and construction profile on every canal, drain is essential for proper execution of work
and to allow proper maintenance thereafter. The profiles and pillars would be constructed every 500 meters
interval in the Branches and Distributaries and at 200 meters interval in the minors. Formation of outlet
committees and WUAs, their initial training and their participation in the preparation and acceptance of the
designs for the modernization of minors would be a prerequisite for the commencement of phys:ical
construction and related disbursement under this component. The Bank has experience in the area of
community contracting and community driven development in various projects (including water (irrigation)
sector projects) that would be made available for suitable adaptation.

D2. Rehabilitation and Modernization of Drainage System

Drainage in both systems is considerably impeded giving rise to both sodic land formation and wasteland
formation.

Design of the Drainage System: Preparation of environmentally and socially sustainable designs with the
assistance of a national firm specialising in modem drainage operations together with the departmental staff
assigned to the Sultanpur and Bahraich circles would be supported. The designs would be based on the data
collected under procedures described in Dl above. The drains to be remodeled have been identified and are
described in the PIP together with details on how they would be rehabilitated. The redesign would allow
for aquaculture development and improvements to pond flows.

Drainage System Rehabilitation/Modernization: Rehabilitation and modernization of the drainage
systems of the JBS and IBS would be carried out with participation by the farmer organizations and as per
the procurement packages described in the PIP. Field work and construction on drain systems would be
carried out during the February-June period since drains are normally full of water until January due to
their dilapidated status. All construction work would be subjected to third party supervision by a reputed
company selected through National Comepetitive Bidding (NCB). Methodologies developed under the
Bank-financed UP Sodic Land Reclamation Project for main drain rehabilitation would be adopted in this
project as well.

Monitoring & Evaluation of the Drainage Improvements: The impact of drain rehabilitation and
improved irrigation practices would be monitored by a system of piezometers with Digital Ground Water
Level Recorders to be purchased and installed in the JBS and IBS. These would be placed at a coverage
rate of one per 500 ha of command and associated drainage. In order to facilitate water balance analysis,
automatic raingauges would be provided at appropriate locations. These devices would be installed at the
beginning of the project so that progressive improvement in waterlogged conditions can be compared to
pre-project situation.

D3. Agriculture Intensification and Diversification

Funds would be provided for supporting agricultural extension services to farmers, targeting intensification
and diversification of cropping systems with assistance from and formal linkages to Bank-financed UP
Diversified Agriculture Support Project. These services would be provided through public institutions, the
private sector and local communities. Experience already gained and the institutional arrangements already
established by UPDASP especially in creating demand-driven participatory development process based on
improved water management, modem agricultural practices, and institutional innovations would be adapted
and applied in the project. To ensure integration of the concepts developed under the UPDASP, the GoJP
has nominated the UPDASP PCU as the nodal agency for all agricultural diversification work in the JBS
and IBS. The UP DASP is already operating in a demonstrative capacity in these two areas and this project
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would utilize the expertise and experience of UP DASP in mainstreaming these activities over the entire
command.

An intensive field program focusing on JBS and IBS, would be carried out by line agencies and NGos
through the coordination to be provided by UP DASP including concentrated extension activities,
demonstrations on WUA farmer plots, training of agricultural motivator farmers selected by the WUAs,
training of other staff and fanners, provision of videos, extension literature and other extension aids. Funds
would be provided for conducting "on-farm" trials to be managed by local communities supported by
experts from public and private research and extension sources. The project would strengthen the
cooperation between research and extension departments and the private sector. The experience already
gained by the staff of UPDASP and UPSLRP in field operations, forming farner interest groups,
application of GIS and other tools, and exploring new ways of reaching farmers and communities would be
adapted and used in UPWSRP.

Integrated pest management plans would be put in place together with demonstration in farmers' fields.
Bio-village and organic farming concepts would be introduced to the area. Diversification to horticulture
would be facilitated through support for private nurseries, training for farmers and demonstrations at
field-level. Livestock improvement would also be facilitated under this sub-component since many of the
marginal and small farmers in this area derive additional income from milch cows. Breed improvement
would be provided for through artificial insemination and other methods.

D4. Management options

Participatory Irrigation Management (PIM): To start with, the irrigation systems to be taken up under
the first phase of UPWSRP would be the focus of all efforts at PIM. The UPID officials and the water
users/farmers in these two systems would be the primary focus of all PIM capacity building efforts. Given
the need for multistakeholder involvement towards achievement of the UPWSRP development objectives,
other agencies and individuals identified as contributing to the project development objectives would also be
included in the training/capacity building efforts. The outputs of the UPWSRP project launch workshops
would be the basis for development of a program for identifying training/capacity building needs.
Agencies/consultants with expertise in the area of training/capacity building would be contracted by UPID
to undertake this training/capacity building needs assessment. Intermediary agencies like NGos,
management experts, civil society representatives, bureaucrats, private sector representatives, elected body
representatives including those of Panchayats, political leaders etc. would have an important role to play in
such training and capacity building processes. Overall coordination and facilitation responsibility for such
training and capacity building would have to be handled by an appropriately selected independent agency
that has the experience and the expertise to undertake this important task.

Formation of Water Users Associations: It is proposed that four member multidisciplinary PIM task
teams consisting of (a) The concemed Assistant Engineer/Junior Engineer of UPID as the Team leader, (b)
Agriculture specialist from the Agriculture department (c) Revenue department functionary and (d)
Community organizer contracted by the designated NGO be responsible for organizing WUAs at the minor
level. The tasks/responsibilities of the PIM task teams would include: (i) identifying farmers who form part
of every outlet and organizing them into outlet committees based on village map and land records; (ii)
federating outlet committees to form Water User Associations (WUAs) at the minor level; (iii) conducting
meetings at the outlet level to explain the purpose of the project to farmers and to arrive at the
organizational structure, roles and responsibilities of farmers, essential elements of PIM, roles and
responsibilities of UPID, roles and responsibilities of the PIM task teams etc ; and (iv) to assist with the
process of election of office bearers of WUAs.
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Management of Minors and Small Drains: Once the rehabilitation/modernization is completed the
minors would be handed over to the WUAs based on a MoU to be signed between the WUA and the service
provider at the distributary level. A draft MoU has been prepared by UPID. Once the
rehabilitation/modernization is completed, the drains with design flows less than 5 cumecs would be handed
over to the Panchayat Raj Institutions as per the Go issued by UPID in 1998. A draft MoU has been
prepared by UPID.

Management of Distributaries: Alternative distributary management mechanisms for water service
provision and maintenance would be piloted, including such alternative models as: (i) a distributary-level
corporate entity; (ii) a self-sustaining operational entity at the distributary level comprising an unbundled
UPID sub-entity servicing the farner organizations; (iii) leasing the management of the water service at
the distributary level to a private sector enterprise a private party which would operate and maintain the
system in partnership with the WVUAs, with oversight by the UPID and (iv) federated water u3ers
associations starting from the minor and progressing to distributary. GoUP has expressed its interest in
bringing large Indian companies from the private sector in irrigated agriculture operations. One common
theme could be agricultural diversification. In the JBS, for instance, there are three distinct zones where
Aonla, Neem and Radish can be grown with comparative advantage due to soil and agro-climatic
conditions. Options would be explored to setting up a Crop Specialized Zone (CSZ) which would
encourage private sector to enter into irrigation and drainage management as well. Drainage is very
important for Aonla and a successful operator of this crop would have a vested interest in maintaining and
operating the drainage network. Assistance would be provided to GoUP to amend the Northern India Canal
and Drainage Act (1873) to enable public-private partnerships based on lessons learned during prcjtect
implementation. Funds have been provided to pilot the reform options in irrigation and drairLage
management which would lead to reduced fiscal distress for GoUP.

During the project period the maintenance costs of the rehabilitated canals and drains would be financed
by the Credit on a declining basis

Project Component 5 - US$6.12 million
(E) Feasibility Studies and Preparation Activities for the Next Phase

Funds have been set aside for the preparatory work for UPWSRP II for expanding activities under all of
the project components using replicable approaches developed under UP WSRP I. The selection of
interventions and geographic area within the Ghagra-Gomti basin would be based on the outcome of the
initial basin plan developed with the help of decision support systems and other basin planning tools.
Topographic surveys using state-of-the art techniques covering an area of approximately 600,000 ha would
be carried out. Detailed integrated social and environmental assessment (ISEA) covering this area also
would be carried out. Preliminary studies and design work on rehabilitation and modernization of irrigalion
and drainage infrastructure in the selected intervention areas would be commenced.

Project Component 6 - US$7.25 million
(F) Project Coordination

The project coordination would be facilitated through a Project Activities Core Team (PACT). The PACT
would be headed by a Team Leader with the rank of Secretary (Irrigation). It would comprise specialists in
each of the disciplines required for successful implementation of the project. Their role is to advise, vet
major policy and procurement decisions, provide technical clearance for works, contracts and
consultancies, guide, supervise and monitor project progress and performance. Each line agency or the
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nodal agency for a particular input would be responsible for the execution of associated components. The
PACT will sign an MoU with UP DASP for agriculture intensification and diversification and also sign
MoU with INPIM and WALMI for PIM. The ID officers of the JBS and IBS would report through their
respective Chief Engineers to the Team Leader and assigned expert in the PACT. PACT would be
responsible to provide the Bank, periodic consolidated status reports for the project. Salaries and
allowances for incremental specialist positions to be created temporarily in PACT and incremental
allowances for all staff assigned to work in the PACT would be paid on a declining basis from the Credit.
Support would also be provided for computer hardware and software and communications and connectivity
for the PACT. Office space occupied by the Project Preparation Unit would be transferred to the PACT
since the PPU would be replaced by PACT.
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Annex 3: Estimated Project Costs
INDIA: Uttar Pradesh Water Sector Restructuring Project

Local Foreign Total
Project Cost By Component US $million US $million US $million

Creation of Apex Water Institutions and Strengthening Socially 5.78 4.44 0.22
and Environmentally sustainable Multi-sectoral Water
Resources Planning, Allocation and Management Capacity
Irrigation Department reform, Capacity Building and Business 19.32 12.78 32.10
Process re-engineering
Piloting Reform Options in Water Resources Management 7.47 0.00 7.47
(PROWaRM)
Piloting reform Options for Irrigation and Drainage Operations 67.43 12.95 30.38
(PROIDO)
Feasibility Studies and Preparation Activities for the Next Phase 0.96 4.00 4.96
Project Activities Coordination 4.96 1.06 6.02
Total Baseline Cost 105.92 35.23 141.15
Physical Contingencies 13.30 4.33 17.63
Price Contingencies 11.28 3.64 14.92

Total Project Costsl 130.50 43.20 173.70

Total Financing Required 130.50 43.20 173.70

Local Foreign Total
Project Cost By Category US $million US $million US $million

Works 68.58 8.84 77.42
Goods, Equipment, Machinery and Materials 10.08 10.82 20.90
Consultants' Services and Training 18.72 23.54 42.26
Incremental Operating Costs and Incremental Salaries 29.91 0.00 29.91
Voluntary retirement Scheme 3.21 0.00 3.21

Total Project Costs' 130.50 43.20 173.70
Total Financing Required 130.50 43.20 173.70

Identifiable taxes and duties are 0 (US$rn) and the total project cost, net of taxes, is 173.7 (USmr). Therefore, the project cost sharing ratio i i 85.9% of total
project cost net of taxes.
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Annex 4: Cost Benefit Analysis Summary
INDIA: Uttar Pradesh Water Sector Restructuring Project

Summary of Benefits and Costs:
Project Benefits. The proposed UPWSRP is designed to create an enabling environment and pilot reform
measures as a fore-runner to a major program of the GOUP to reform the water sector. In this regard, the
benefits of this first project would be both state-wide for the long-term program as well as for the limited
areas where reforms are to be piloted.

The Program-Related Benefits created by UPWSRP include:

* Rationalization of Expenditures: The project is expected to support the GOUP's long-term strategy to
ensure that expenditures are rationalized. The basin planning exercises would help rationalize future
investments. This could shift the focus from capital expenditures to create new assets to improving
O&M and institutional arrangements (e.g. WUAs) to ensure sustainability of the assets.

* Improving Institutional Capacity: The extensive focus in this project to improve institutional capacity
at various levels (primarily in UPID, WUAs, SWaRA, SWaRDAC, SWaTReC, WALMI, NGOs, etc.)
through consultancies, change management efforts, training, study tours, and "learning-by-doing" is
expected to improve the attitude of the staff to improved service delivery as well as the technical,
social, environmental and management skill base and associated knowledge base in the institutions that
are expected to yield positive externalities much beyond the project.

* Mainstreaming the Pilots: The focus on agricultural intensification and diversification, integrated pest
management, rainwater harvesting and sustainable community-based wetlands management should all
help create the skill capacity and the leaming and knowledge-base to mainstream these pilot activities.

* Future Investment Preparation: The Basin Management Plan, Basin Environmental and Social
Assessment, Decision Support Systems and various preparatory studies are expected to help guide
future investments and ensure that they are prepared in a manner that are socially, environmentally,
technically and financially sustainable.

* Strengthening Devolution of Decision-Making: The nature and process of the reforms proposed would
help strengthen devolution of decision-making to the community-level, improving the mainstreaming of
participatory water resources management.

* Reducing Establishment Expenditures: The lessons learned by piloting a voluntary retirement scheme
that could yield substantial benefits in the long-term (in terms of reduced salary and pension liabilities
even with a good severance package) when scaled-up later (given that 35% of the 100,000 regular staff
and work-charge and casual employees of UPID are already in redundant posts and this is expected to
be even more given the modernization of information systems, communication, operation and M&E
functions and the increase of participatory irrigation management)

* Fiscal Benefits: The project proposes to help GOUP put the irrigation and drainage sector on a more
fiscally-sustainable path by improving revenues (through improved coverage, productivity and
rationalization of tariffs through SWaTReC), reducing costs and improving sustainability of
investments. As part of the UP Water Sector Reform Program, the project should help UPID move
from being a significant drain on the treasury to at least a fiscally-neutral situation, allowing the state's
scarce financial resources to be used in other social sectors are in dire financial stress.

The benefits related to the piloting of reform options in the JBSDMB and IBSDMB include:

* Improved Coverage. Increased Irrigation Intensity and Increased Productivity: UPWSRP is expected to
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improve the situation of under-utilization of existing commnand areas by bringing reliable irrigation
benefits to over 100,000 ha (about 80% of the area that currently receives irrigation). In addition, a
similar area would shift from utilizing more expensive groundwater to surface water, primarily in the
JBS. This would be accomplished by irrigation and drainage system rehabilitation, conjunctive use and
extension support, in combination with other project activities, and is expected to increase the annual
production of major crops (cereals [152,000 t], sugarcane [1,000,000 t], rapeseed/mustard ([15,000 1;],
gram [14,000 t], fruits [69,000 t], vegetables [46,000 t]) by project closing in the Jaunpur Branch
Command and Bahraich Distributary Command. Annual incremental financial benefits arising from
these incremental agricultural production will be Rs 1.3 billion in January, 2001 prices. It is estimated
that the project would positively impact 47,000 farm families, moving them above the poverty line,
constituting 20% of the total number of farm families presently living below poverty line in the p:.lot
project area. As a result of this, poverty will come down from the current level of 47% to 38% of dhe
total number of farm families.

* Improved Sustainability: The involvement of the private sector, such as the creation of WUAs at minor
level would enable better service to a reduced customer base for UPID, cost recovery and devolution of
O&M responsibilities - all of which should ensure more regular O&M and sustainability and less need
for occassional major rehabilitation efforts or unsustainabilty of capital investments.

* Diversification: Diversification of crops away from the rice-wheat paradigm that the region is
entrenched in is expected to be initiated in the JBS and IBS. This would include improved incomes and
diversification of risks from cash crops, aquaculture, livestock, etc. given the activities supported by
the project through UP DASP and also through the ProWARM component.

3 Social and Environmental Benefits: The environmental and social assessment process, including the
extensive consultative process that the project will adopt are expected to yield many intangible benefits
in terms of improving the voice of various groups, including women and other vulnerable groups in
decision-making and ensuring that the water resources and irrigation and drainage managemen: is
tailored to community needs. Improved environmentally-sustainable water resources management is
also expected to yield strategic environmental benefits in terms of improved public health, impro-ved
livelihoods and reduced vulnerability.

- Employment: The project impact on agriculture through intensification and diversification in farming
activities will also help in generating additional employment opportunities quantified as 6.5 million
person days which is equivalent to 22,000 rural farn jobs per year within the project area. This

represents 24% increase in rural farm employment from the existing level in the project area. Since
most of the farm-job demand would be met from hired labour, the project has the potential of
enhancing the employment and income opportunities for the landless people in and around the pro ect
area. Actual impact on employment and income would only be higher than the above levels in view" of
off-farm employment likely to be generated in marketing and agro-processing through diversified
farming activities as envisaged in the project. Implementation of this project involving civil works will
further add, temporarily, to the employment opportunities during the project execution phase.
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The following table indicates the benefits considered in the economic analysis:
Table. A4.1 Project Impact Summary

Project Impact Unit Jaunpur Imamganj Branch Combined
Branch (Bahraich Distributary) Project Area

Increased irrigated area Ha 84,582 21,693 106,275
Irrigated area with shift in irrigation source from Ha 95,927 95,927
ground water to canal water
Farm households benefiting directly Number 473,064 25,111 498,175
Farm households to go above poverty line Number 42,672 4,109 46,781
Increased production

Cereals 158,048 14,114 172,162

Sugarcane 914,436 95,096 1,009,531

Rapeseed/mustard T 13,834 1,857 15,091
Gram 13,549 425 13,974

Fruits' 63,901 5,531 69,432

Vegetables' 18935 27,527 46,461
Fish 341 341

Increased livestock' Number 6,483 14,657 21,140
Incremental benefits from increased agricultural Billion 1.323
production per year at project completion Rs.
Increased rural farm jobs' Jobs/year 21,770

include rice, wheat and maize; include mango, amla and guava; 'include potato, onion and peas; include milch cattle and
goats; and' estimated at 300 days per job

Project Costs. The financial and economic analyses quantify the impact of project investments and for this
purpose, the project costs are estimated as follows:
The costs for the project components, inclusive of physical and price contingencies, are: PACT (7.25
million USD), Apex institutions (12.26 million USD), Irrigation department reforms and capacity building
(38.52 million USD), PROWaRM (9.35 million USD), PROIDO (100.38 million USD) and Phase-II
preparation (6.12 million USD). Among these, PACT, PROWaRM and PROIDO are specific to the pilot
area of the project. Hence, cost of PACT, PROWaRM and PROIDO are fully accounted in the economic
analysis. In the cae of Apex Institutions and Irrigation Department Reforms and Capacity Building 33% of
the cost is taken to arrive at the year-wise costs for the economic analysis. Cost of the preparation for
Phase-II is excluded. Associated recurrent costs have also been included in the analysis.

Economic Analysis. Economic analysis is performed for two commands namely Jaunpur branch of SSP
and Bahraich distributary of SNP. Since more than 90% of the farm holdings operate less than 2 ha, two
representative farm models, one for less than 2 ha and one for more than 2 ha are formulated. Four farm
models representing two selected branch commands, for piloting the project, captured the non-homogeneous
production and resource environment and therefore provided the basis for quantifying the benefits with the
implementation of the project. The incremental benefits are derived from increased irrigation coverage, shift
in the source of irrigation from ground to surface source and efficient drainage aiding intensification and
diversification in agriculture. Better farmer irrigated crop management following the improved irrigation
and drainage system in the pilot project area would lead to the realization of above benefits. Project costs
associated with the above two pilot projects are considered in the first level of economic analysis. In the
second level of economic analysis covering the project, other components in proportion to their
representation in the pilot project area are included in estimating the project costs.

The ERR of the project is above the opportunity cost of capital of 12% (Table A4.2). First, only
intensification in the project area is considered wherein, rainfed areas under major crops are converted into
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irrigated areas and source of irrigation changes from ground water to surface water. Combined ERR fir
both the commands with intensification in agriculture is 14.2 %, yielding net benefits worth of Rs 0.65
billion in 2001 prices during the project cycle of 25 years considered in the analysis. In the next approach,
both intensification and diversification are considered based on farm budgets using the representative farrn
models for respective branch commands and the results are aggregated. The ERR is now estimated at 25
%, generating net benefits worth of Rs 3.9 billion during the entire project cycle.

Table A4.2 Economic Analysis Summary-Base Level
Command Economic Project

Project areas Rate of NPV-25
Return (%) years

(Rs billion,
2001 prices)

With intensification
1. Sharda Sahayak Project (SSP) Jaunpur Br
2. Saryu Nagar Pariyojana (SNP) Babraich Dy 14.2 0.65

With intensification and diversification
1. Sharda Sahayak Project (SSP) Jaunpur Br 25.0 3.9

2. Saryu Nagar Pariyojana (SNP) Bahraich Dy

Financial Analysis. Financial analysis is also performed for two branch commnands namely Jaunpur branch
of SSP and Bahraich distributary of SNP and the results are summarized in Table. A4.3. The estimated
FRR for intensification only is 13% with net benefits accumulating to Rs 0.3 billion at 2001 prices during
the project cycle of 25 years. With both intensification and diversification based on the farm budgets, ihe
estimated FRR goes up to 22%, generating net benefits to the tune of Rs 3 billion at 2001 prices during I he
project cycle.

Table A4.3. Financial Analysis Summary- Base Level
Project Command Financial Rate Project NPV-25 years X

areas of Return (%) (Rs. billion, 2001 prices)]

With intensification
1. Sharda Sahayak Project (SSP) Jaunpur Br 13 0 ]
2. Saryu Nagar Pariyojana (SNP) Bahraich Dy

With intensification and diversification
1. Sharda Sahayak Project (SSP) Jaunpur Br 22

2. Saryu Nagar Pariyojana (SNP) Bahraich Dy

Scenario analysis is performed to forecast the impact of various assumptions on the performance of the
project using the base level financial analysis and the results are summarized in Table. A4.4

Table A4.4 Financial Analysis Summary- Sc nario Analysis
Scenarios Intensification and Diversification

(for Jaunpur Branch and Bahraich Distributary Financial Rate of Return (%) Project NPV-25 years,
of Imamganj branch) 2001 prices, Rs billion

Base Level 21.9 2.99

Higher cost levels - 125% of the base level 17.0 1.86

Lower benefit levels - 75% of the base level 15.6 1.06

Combined scenario - Higher cost levels 11.8 -0.08
(125%) and Lower benefit levels (75%)_ _1 

Project performance in terms of estimated production of agricultural crops and incremental incomes is
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contingent upon the realization of incremental yields and irrigation coverage and projected intensification
and diversification. Any shortfall in these components will translate into corresponding reduction in
estimated benefits. To test the sensitivity of the results to this situation, project benefits are reduced to the
level of 75% of the estimated base level benefits. Next, to consider the likely impact of increase in the cost
of the components of the project, project costs are increased to the level of 125% of the estimated base level
costs. In both the situations estimated financial rate of return varied from 15.6 to 17 %. Finally, both the
situations namely higher costs and lower benefits are considered simultaneously in the scenario analysis. In
this situation, financial rate of return is estimated at 12%.

Impact on Farmers' Income. The impact of project on farmers' income is quantified by using four farm
models representing small and large holding sizes in the command areas of Jaunpur and Imamganj
branches. Individual crop budgets formulated for 13 major crops including cereals, pulses, oilseeds, cash
crops, vegetables, fruits and livestock activities separately for the two command areas provided the basis
for evaluating farm budgets. All financial base costs and prices are based on 2001 levels prevailing in the
project area. Per ha and per unit costs, returns and net income are estimated by crops and livestock
activities using the crop budgets and this was integrated into farm level impacts with the help of farm
budgets. Current farm income and incremental farm income due to the project arising from intensification
and diversification processes in respect of both the branch commands are given in Table. A4.5.

Table A4.5 Project Impact on Farm Income: Summary of financial analysis
Net income per farm (2001 rupees) Increase in net

Project Branch Scheme Farm size income per farm per
area (ha) (ha) year due to project

Current With the Project Rs Percent
Sharada Small 0.46 7,663 12,135 4,472 58
Sahayak Jaunpur 270,000 Large 3.46 39,505 70,461 30,956 78
Project
Sarayu Small 0.66 80,05 14,411 6,406 80
Nahar Bahraich Dy. 22602 Large 3.46 31,471 60,432 28,960 92
Pariyojana T

Substantial increase in farm income ranging from Rs 4,472 to 30,956 per farm can be realized following
the diversification of farm activities at the project completion. Irrigation and drainage improvements
supplemented with institutional strengthening will help in better water management thereby accelerating
increased farm activities, gradually but peaking at the project completion. Institutional strengthening
through WUAs coupled with improved farm income due to the project also enhances the farmers' capacity
to absorb the user charges needed to make the improved irrigation and drainage system sustainable both
physically and financially. The magnitude of increase in farm income ranging from 58% to 92% as
compared to the current farm income will help in accelerating the income growth in the project area besides
alleviating poverty incidence which is high in this region (Table. A4.6).
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Table A4.6 Project Impact on Poverty Alleviation

No Particulars Unit SSP_Jaunpur SNP_lmamganj Total
Branch Branch

(A) Without Project

(For a farm holding size of 2 ha as on
1993/94)

1 Value of output per farm Rs 35396 24046 32745

2 Net Income per farm Rs 15928 10821 14735

3 Per capita income"' Rs 2655 1803 2456

4 Per capita income cut-off level for poverty line Rs 2556 2556 2556

for rural Uttar Pradesh"

(B) With Project

(For a farm holding size of I ha as on 2001)

I Net Income per farm" Rs 26381 21835 25319

2 Per capita income' Rs 4397 3639 4220

at 1993/94 prices' Rs 3141 2599 3014

3 Minimum Farm holding size needed to ha 0.81 0.98 0.85
generate per capita income cut-off level for
poverty line for rural U.P

(C) Poverty Alleviation Impact

1 Total number of farm holdings no. 473064 25111 498175

2 Number of farm holdings between I to 2 ha no. 42672 14545 46781

3 Per cent of population below poverty line"' % 46 57 47

4 Poverty alleviation impact

as a percent of total farm households % 9.0 16.4 9.4_

as a percent of poverty farm households % 19.6 28.7 20.2

Economic status and development indicators, Economics & statistical section, state planning institute, U.P., 1996; 55 % of the gross value of

output is netted out as operational costs; Average farm family size is six; Annual Plan 2000-2001, Volume. I Part. I, State Planninig

Commission, Govemment of U.P, August. 2000, P.83; Estimated based on crop and farm budgets for respective branch commands;

Consumer Price Index for Agricultural Labour increased by 40 % during this period; Communication received from Statistician, UPIASP,
(t*)

Lucknow; Implies that these farm households depend only on farming for their livelihood.

Main Assumptions:

Economic analysis is performed for Jaunpur branch and Bahraich distributary where the project reforms
are to be piloted, assuming project life of 25 years. First, economic impact is assessed independent]y for
these branch commands and then aggregated for the project as a whole after making appropriate
adjustments in some of the project cost components which are not specific to the pilot project area but to
the UPID and/or UP water sector as a whole. Two farm models, representing small and large holding s izes,
for each of the command area backed by individual crop/livestock budgets for major activities, both current
and prospective, provided the basis for assessing the intensification and diversification possibilities and
quantifying the incremental production, income, area and employment effects due to the project.

Economic Prices. Economic prices are derived based on import/export parity levels for the traded
commodities. For the non-tradable commodities, a SCF of 0.9 for India is used to estimate the economic
values since little gain is expected by refining this to specific coefficients by individual items. Economic
prices of paddy, wheat, maize and sugarcane are derived from the World Bank commodity price daz,t for
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January, 2001. For paddy, economic price is estimated to fall between export and import parity levels and
hence, both are derived and averaged to get the estimate for economic price for paddy. For minor crops like
pigeon pea, rape seed/mustard, chick pea and lentil, which are produced in limited quantities in the project
area, no world market reference prices is available. Hence, such crops are treated as non-tradable and to
derive their economic prices, their financial prices are multiplied by the SCF of 0.9. The period of analysis
was 25 years. An opportunity cost of capital of 12% was used.

Economic prices of inputs like urea, DAP and MOP are also derived from the World Bank commodity
price data for January, 2001. For internationally non-tradable inputs like chemicals, manure and animal
labour, a SCF of 0.9 is applied. Since financial prices of seed are not subsidized and hence do not differ
significantly from their economic prices, no such adjustment was done for its use in the economic analysis.
Average wage rate for human labour varied from Rs 5 to 8 per man hour in case of different crops which
are influenced by seasons as well as nature of operations within the season. In the absence of exact shadow
prices for the human labour, the prevailing wage rates are converted into economic prices by adopting the
SCF of 0.9.

With the help of these economic crop budgets and existing cropping pattern for the representative farm
models, economic farm budgets are prepared for small and large farm models for Jaunpur and Imamganj
branche command areas.

Estimated Project Benefits. Major impact of the project in the pilot area is to recover the unutilized
irrigation potential, which is equivalent to expanding the irrigated area coverage in the state, which is
stagnated in recent years. In Bahraich Dy and Jaunpur branch commands, the designed irrigation capacity
(gross) is 337000 ha, out of which less than 40% is currently commanded by canals. Improvement of
irTigation and drainage components with strong institutional support at various levels is expected to target
the potential recovery of 106275 ha of land currently not getting irrigated from any sources into the
irrigated command. Any further expansion in irrigated command through this project intervention will mean
providing canal water to the area presently under tube well command. Potential for such coverage exists in
95927 ha of area in the pilot area. This could lead to partial or complete substitution of ground water as a
source of irrigation by surface water through canal command. With more than 4/5th of the tube wells are
diesel operated, saving in diesel costs is estimated and quantified for the benefit assessment from the above
area. It is also expected that various components of the project as designed specifically for the pilot area
and for the irrigation sector as a whole would help in reaching the designed irrigation capacity in the pilot
area at project completion.

Intensification Analysis. With water and its scientific management being the critical and catalytic input,
the irrigated area impact as above arising due to the project will help in improved agriculture through
intensification and diversification. For intensification analysis, conversion of rainfed area into irrigated area
was considered for irrigated rice in kharif and irrigated wheat in rabi which are the predominant crops in
the pilot area as of now. To this, saving in diesel costs is added to estimate the benefits separately for
financial and economic analyses.

Intensification and Diversification Analysis. One of the impacts of the project is to enhance the crop
yields over time with better water management and increased irrigation coverage. Modest increase in yields
has been assumed which is close to the state's average and hence achievable in phases up to project
completion. For rice and wheat, with anticipated improvement in yields by 28% to 34% by project
completion, more area can be released for diversifying into fruits and vegetable cropping besides allocating
more resources for livestock enterprises. Prospective diversification possibilities is evaluated through farm
budgets which captured the impact of reducing rice and wheat area by 1/5th to 1/4th in the pilot area and
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shifting the area for diversified farm activities. Area under fruits in the pilot area is projected to increase by
8683 ha constituting 95% more than the current area. Similarly, area under vegetables is expected to
increase by 3316 ha constituting 103% more than the current area. At project completion, fruits and
vegetables consisting of mango, amla, guava, peas, onion and potato would be planted in 6.9% of the CCA
in the pilot area as compared to 3.6% now.

Canal Hydro Benefits. Benefit assessment for the proposed small hydros is done as follows.
Pre-feasibility studies in respect of the Kakraha Small Hydro project indicated annual energy generation of
9.12 GWh to be realized from PY5. Based on the least tariff level scenario of Rs. 2.17 per KWh used in
the pre-feasibility analysis, the annual values of energy generate is estimated at Rs. 19.79 million for the
purpose of economic analysis.

Drainage Benefits. Benefits from the rehabilitation of drainage system is assessed as follows. In both
Jaunpur branch and Bahraich distributary, the catchment area of the drains is estimated at 357,398 ha. Ais
in the case of the economic analysis in the Sodic Lands Reclamation Project-II, 15% of this area is taken as
the benefitted area due to the drainage system improvements. Out of this benefitted area, in 90% of the
area, wheat yield is estimated to increase by 5% over the existing level following timely sowing of wheat
crop with improved drainage. The remaining 10% of the benefitted area, presently fallow due to
waterlogging, will be brought under wheat cultivation. Based on these assumptions and the crop budgets
forulated, additional financial benefits for Jaunpur branch (Rs. 71.11 million per year) and Bahraich
distributary (Rs 5.30 million per year) are separately estimated and aggregated. Due to the phasing of the
drain rehabilitation, these benefits will be initiated at 10% in PY3, 60% in PY4, 90% in PY5 and 100%O
thereafter.

Village Pond Fisheries Benefits. Benefits were estimated for the PROWaRM activity involving
rehabilitation of village ponds to improve fisheries. The pilot project area has a cumulative pond
waterspread area of about 2728 ha, based on data from the UP Remote Sensing Applications Center.
Based on the TNWRCP economic analysis, the net benefits from fish production is assumed to be on the
order of Rs. 5000 per ha of pond area. The total potential benefits from these ponds is estimated at Rs
13.64 million per year. Due to the phasing of activities, these benefits would accrue for 10% of the surface
area in PY2, 35% in PY4 and 50% from PY5 onwards.

VRS Benefits. Based on an analysis of savings in payroll costs after acccounting for additional pension
payments, it is estimated that downsizing of 300 group 'C' and "D' staff would result in an annual benefit of
Rs. 9.87 million.from PY3 onwards.

MIS Benefits. Computerization of UPID with connectivity would improve the operational effivciency of
UPID with reduction in costs. The exact benefit amounts are difficult to quantify but for thr present
analysis a conservative amount of Rs. 5 million has been estimated as annual benefit and included in the
analysis.

These benefits from agriculture, canal hydro, drainage, pond rehabilitation, VRS and MIS have been
aggregated for the economic analysis.

Economic Rate of Return. ERR is estimated for both the branch commands together and for
intensification as well as intensification and diversification situations. Estimated base level ERR is mruch
above the opportunity cost of capital. Intensification and diversification option has given highest ERR of
25% with Rs 3.9 billion in project benefits. Growing high value crops is not only less water demanding but
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also more preferred from efficiency point of view for accelerating income growth by maximizing the project
benefits.

Sensitivity analysis / Switching values of critical items:

Sensitivity analysis is performed for ERR for different scenarios. Less benefit levels (75%) and high cost
levels (125%) are first considered individually. In both the scenarios, ERR declined but remained
sufficiently above the opportunity cost of capital, when intensification and diversification are considered
together (see table below).

Table A4.7 ERR Analysis Summary- Base level and Scenario Analysis
Scenarios Intensification Intensification and Diversification

(for Jaunpur Branch and Bahraich Distributary of
Imamganj branch) Economic Rate of Project NPV-25 Economic Rate Project NPV-25 years

Return (%/6) years of Return (%) (Rs. Billion, 2001 prices)
(Rs. Billion, 2001 prices)

Base Level 14.2 0.65 25 3.91
Higher cost levels - 125% of the base level 10.7 -0.47 19.4 2.79
Lower benefit levels - 75% of the base 9.5 -0.71 17.9 1.74
level
Combined scenario - Higher cost levels 6.6 -1.83 13.7 0.62
(125%) and Lower benefit levels (75%) I

Even when a combined scenario of reduced benefits levels (75%) and increased cost levels (125%) are
considered to simultaneously occur, ERR declined to the lowest level of 13.7%, which is still above the
opportunity cost of capital. Thus the robustness of the investment is underlined by these sensitivity analysis
results. The outcome of sensitivity analysis also underlines the critical role of diversification in making the
project not only viable in all the situations but also in enhancing the benefits to higher levels than when only
intensification is considered. Even when the entire project cost of US $173.9 million is considered for the
economic analysis, ERR for the intensification and diversification base case is estimated at 18.3%.
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Annex 5: Financial Summary

INDIA: Uttar Pradesh Water Sector Restructuring Project

Years Ending

rYearl I Year 2 | er3|Year 4 |Year 5 |Year 6 1Ya 

Total Financing
Required
Project Costs
Investment Costs 18.8 38.3 40.0 27.9 17.8

Recurrent Costs 4.2 5.6 6.4 7.0 7.7
Total Project Costs 23.0 43.9 46.4 34.9 25.5 0.0 0.0
Total Financing 23.0 43.9 46.4 34.9 25.5 0.0 0.0

Financing
IBRD/IDA 20.9 39.4 40.7 29.1 19.1
Government 2.1 4.5 5.7 5.8 6.4

Central 0.0 0.0 0.0 0.0 0.0
Provincial 0.0 0.0 0.0 0.0 0.0

Co-financiers 0.0 0.0 0.0 0.0 0.0
User Fees/Beneficiaries 0.0 0.0 0.0 0.0 0.0
Others 0.0 0.0 0.0 0.0 0.0
Others 0.0 0.0 0.0 0.0 0.0
Others 0.0 0.0 0.0 0.0 0.0
Others 0.0 0.0 0.0 0.0 0.0
Others 0.0 0.0 0.0 0.0 0.0

Total Project Financing 23.0 43.9 46.4 34.9 25.5 0.0 0.0

Main assumptions:
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Annex 6: Procurement and Disbursement Arrangements
INDIA: Uttar Pradesh Water Sector Restructuring Project

Procurement

Institutional Capacity

An assessment was carried out to determine the Institutional capacity of the borrower which is to undertake
procurement for the above work. Uttar Pradesh has been implementing several Bank financed projects
such as Uttar Pradesh Forestry Project (Cr.3018-IN), Uttar Pradesh Diversified Agricultural Support
Project (Cr.3106-lN/Ln.4365-IN), Uttar Pradesh Power Restructuring Project (Ln. 4545-IN), Uttar
Pradesh Sodic Land Reclamation Project (Cr.25 10-IN), Interstate Watershed Development Project
(Cr3243-IN/Ln. 4492-IN) etc. Uttar Pradesh Irrigation Department has also implemented Upper Ganga
Canal modemization project (Cr. 1483-IN) and the Uttar Pradesh Public Tubewells project (Cr. 1332-IN)
in the past. Implementation on these projects from procurement consideration has been satisfactory. By
and large Uttar Pradesh officials are well conversant with the systems and procedures to be followed for
procurement in the Bank financed projects.

Further, the Government of Uttar Pradesh has agreed for the Bank to conduct a State procurement
assessment review as a part of country procurement assessment review. This review is expected to be
completed by October 2001 and recommendations formulated will then be discussed with Government of
Uttar Pradesh for implementation.

The Irrigation Department has a long tradition of public procurement; officials of the department are well
versed with the basic principles underlying the public procurement. As stated earlier, many of them were
also exposed to the Bank's procedures during the implementation of the Upper Ganga Project
(Cr. 1483-IN). Similarly, officials of the Agriculture Department are also exposed to the Bank's procedures
due to their involvement in the Uttar Pradesh Diversified Agricultural Development Project and also the
Uttar Pradesh Sodic Land Reclamation II Project. Therefore, the Government of Uttar Pradesh is capable
of implementing the procurement, although there are certain issues in which actions are required to ensure
timely and efficient procurement. These include:

* Appointment of an empowered committee to expedite decisions on the procurement matters,
including authority to decide on the award of the contracts. The composition of the review should
consist of three to five members only. The procurement monitoring member of the PACT should
be a member of the empowered committee. At least one member of this committee should be fully
conversant with Bank procurement procedures.

* The PACT will be the focal point for procurement related activities; it will need to coordinate,
monitor, and provide guidance on procurement matters. The Government of Uttar Pradesh has
appointed a senior officer conversant with Bank procedures in charge of procurement in the PACT.

* One workshop should be arranged by the Irrigation Department for field level officers to educate
and expose them to the current procurement procedures/requirement. Selected officers of the
department should be regularly deputed for training on procurement in the courses conducted by
Intemational labor Organization (ILO) at Turin, Administrative Staff College of India at
Hyderabad and National Institute of Financial Management (NIFM), Faridabad.
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Procurement methods (Table A)

Procurement for all project activities financed under the loan/credit will be done in accordance with the
Bank's guidelines for procurement (January 1995, revised January and August 1996, September 1997 ,and
January 1999). All civil works, goods and services will be procured using India-specific Bank's Model
Standard Bidding Documents for ICB, NCB, and Shopping. Specific procurement arrangements
summarized in Table A are as follows:

Civil Works ($77.42 million)

Civil works include: (a) modernization and rehabilitation of (i) Haidergarh Branch main for the first 21 km
and the entire Jaunpur Branch and its distribution system; and (ii) Bahraich distributary system of the
Imamganj Branch; (b) civil works for drainage in the Jaunpur Branch Sub-basin and Imamganj Branch
Sub-basin (sub-basins comprising the Jaunpur Branch command and Imamganj Branch command); and (c)
modernization of outlets; and (d) civil works for construction of buildings under institutional capacity
building

The maximum value of any contract for civil works, other than the modernization of outlets with electronic
measuring devices, under the project is not likely to exceed US$ 5 million equivalent, therefore, in view of
the nature and geographical distribution of the works, foreign firms will not find these contracts attractive.
However, foreign firms would not be precluded from participating in the bidding under NCB contracts.
Hence these Civil Works would be procured through NCB - the contractors shall be made responsible to
provide all materials including cement, steel, bricks, tiles etc. Small civil works such as rehabilitation of
minors and water courses would be procured through Community Participation by Water Users
Association (WUA) or under Force Account procedures as a last resort. The modernization of outlets mig:ht
require foreign components and therefore the same has been included under ICB.

ICB (US$ 9.70 million) would include modernization of outlets with electronic devices and associated
construction works. Five packages ranging from US$ 200,000 to US$ 5,000,000 would be prepared for
bidding.

NCB (US$ 60.90 million) would include civil works for modernization and rehabilitation of branch canals
and their distributeries, re-location and modernization of canal outlets, and construction works for drainage
systems. The works also includes construction of limited number of new buildings and rehabilitation of
office buildings of the institutional capacity building; the works would be grouped into convenient packages
for bidding ( 48 packages with values ranging from USS 200,000 to US$ 5,000,000).

Force Account / Community Participation ($6.82 million). Civil works involving rehabilitation of minors
and watercourses involving about 3250 packages valued individually at less than $30,000, up to an
aggregate of $6.82 million would be executed through Beneficiary Participation in accordance with para
3.15 of the Guidelines or be procured under lumpsum, fixed price contracts upto an aggregate of US$ 5
million awarded on the basis of quotations obtained from three qualified domestic contractors in response
to a written invitation or by following Force Account procedures in accordance with para 3.8 of the
Guidelines as a last resort. These include participatory rehabilitation/modernization civil works for minor~s,
sub-minors and field channels to be implemented by the WUAs. These works would normally be
implemented by these organizations with their own labor force or through local masons, NGOs, or any
other method on the basis of implementation plans approved by the Irrigation Department. In special
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circumstances, such as a special request, by the WUAs, or when WUAs are unable to implement the
approved implementation plans, the Irrigation Department may carry out these works on behalf of the
WUAs according to shopping or force account procedures as a last resort in a manner satisfactory to the
Bank . The aggregate amounts of works carried out by Irrigation Department through Force Account on
behalf of the WUAs would not exceed in aggregate US$ 2 million.

Goods, Equipment, Machinery and Materials (US$20.89 million)

The project supports the procurement of (a) office equipment such as furniture, photocopier,
air-conditioners, fax machines, etc.; (b) equipment for MIS such as computers and peripherals and
communication equipment such as V-SAT / radio modem etc.; (c) measuring devices such as water level
recorder, electronic water meters, etc.; (d) modem survey instruments; (e) other equipment and materials
such as laboratory equipment, mobile laboratory vans, audio/visual equipment, seeds, fertilizers, planting
materials, livestock / semen, etc.

International Competitive Bidding ICB) (US$12.65 million). Contracts for the purchase of goods and
equipment such as Digital Water level Recorders, water measuring devices, communication equipment,
computing equipment and accessories valued at $200,000 or more, per contract, would be procured
through ICB procedures in accordance with the Bank's procurement guidelines.

National Competitive Bidding (NCB) (US$ 3.61 million). Contracts for the purchase of goods and
equipment such as canal regulators, laboratory equipment, surveying instruments, communication and
computing equipment etc., valued less than $200,000, per contract, would be procured through NCB
procedures in accordance with the provisions of paragraphs 3.3 and 3.4 of the guidelines. DGS&D rate
contracts are not acceptable substitutes for NCB.

National Shopping (US$1.88 million). Office equipment, furniture, small equipment, and other supplies,
estimated to cost less than the equivalent of US$ 30,000 per contract, up to an aggregate not to exceed US$
0.5 million, may be procured under contracts awarded on the basis of shopping procedures in accordance
with the provisions of paragraphs 3.5 and 3.6 of the guidelines. DGS&D rate contracts are acceptable as a
substitute for shopping but shall not exceed in the aggregate US$ 0.2 million. However, State government
rate contracts or procurement through Super Bazaar or cooperative stores would not be acceptable, but
could be considered as one of the quotations under the shopping procedures.

Direct contracting (US$2.74 million): Books and periodicals, satellite imageries, digitized maps, CD
ROMs, software, furniture, training aids for demonstration, seeds, plants, fertilizers, and proprietary
equipment (including spares for already available equipment, extension and publicity material ) up to an
aggregate not to exceed US$3 million, may be procured on direct contracting procedures in accordance
with paragraph 3.7 of the guidelines.

Technical Assistance, Studies, and Training (US$ 42.24 million)

Technical assistance and consultancy services (US$ 29.05 million) would be contracted following
procedures in accordance with "Bank's Guidelines for Selection and Employment of Consultants by World
Bank Borrowers", January 1997, revised September 1997 and January 1999. All the consultancies
expected to cost more than $100,000 equivalent would be awarded on the basis of QCBS procedures. For
the consultancies estimated to cost less than $100,000 appropriate methods will be used, with the Bank's
prior agreement.
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Training (US$ 13.19 million) Training of NGOs, farmers, and WUAs functionaries and facilitators, wou]d
be conducted at the WALMI and other institutes/organizations in agreement with the Bank. Training
services in established institutions and universities would be procured directly, subject to the Bank's
clearance on course content, number, details of personnel to be trained, and course cost. Other training
services would be procured following quality and cost based selection procedures.

The Bank's Review Procurement Decisions (Table B)

Procurement planning. Prior to the issuance of any invitations to prequalify for bidding or to bid for
contracts, the proposed procurement plan for the project shall be furnished to the Bank for its review and
approval, in accordance with the provisions of paragraph I of Appendix 1 to the Guidelines. Procurement
of all goods and works shall be undertaken in accordance with the procurement plan which shall have been
approved by the Bank and with the provisions of said paragraph 1. Annual procurement plans would be
reviewed by IDA/Bank.

Prior review of contracts:

Civil works and goods contracts. First two contracts above US$ 30,000 under civil works, all ICB
contracts under civil works, first two contracts above US$ 30,000 under goods, and all contracts for civil
works and goods exceeding equivalent of US$ 200,000 or more will be fully documented and subject to
prior review by the Bank provided in paragraphs 2 and 3, of Appendix 1, to the Bank's Guidelines.

There will be 3353 nos. of packages under civil works, out of which 3300 packages are very small
involving rehabilitation of minors and drains less than 5 cumecs capacity and buildings for FO offices.
There will be 53 packages for works above $200,000 equivalent, and subject to prior review. In terms of
value, however, this represents about 91% of cost for civil works.

For goods and equipment, there will be 123 packages; of which will be 35 packages above $200,000
equivalent. In terms of value these represent about 78% of cost of goods/estimates that will be subjected to
prior review.

Consultancy contracts. Prior review procedures would be as follows:

(a) with respect to each contract estimated to cost the equivalent of $100,000 or more, the procedures
set forth in paragraphs 1, 2 (other than the third subparagraph of paragraph 2(a)) and 5 of
Appendix I to the Consultant Guidelines shall apply;

(b) with respect to each contract for employment of consulting firms/institutions estimated to cost the
equivalent of $50,000 or more but less than the equivalent of $100,000, the procedures set forth in
paragraphs 1, 2 (other than the second subparagraph of paragraph 2(a)) and 5 of Appendix 1 to the
Consultant Guidelines shall apply; and

(c) with respect to each contract for the employment of individual consultants estimated to cost the
equivalent of $50,000 or more, the qualifications, experience, terms of reference, and terms of
employment of the consultants shall be fumished to the IDA for its prior review and approval.

The contracts shall be awarded only after said approval shall have been given.

'This would result in a prior review of 87% of cost of all contracts awarded under competitive bidding.

Post review

Works and goods. The contracts below the prior review threshold for works and goods shall be subject tc
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post-review provided in the procedure set forth in paragraph 4 of Appendix I of the Bank's Guidelines; and

Technical assistance, studies and training. Contracts for the employment of consulting firms estimated to
cost less than $100,000, and contracts for the employment of individuals estimated to cost less than
$50,000, shall be subject to post-review, provided that the generic TORs and shortlists for critical
assignments have been cleared by the Bank.

Operating Costs

Incremental salaries, allowances and operating costs would be financed on a declining basis through the
implementation period of the project.

NCB Provisions

With reference to the procedures for undertaking procurement on the basis of NCB, all NCB contracts shall
be awarded in accordance with the provisions of paragraphs 3.3 and 3.4 of the Guidelines for procurement
under IBRD Loans and IDA Credits published by the Bank in january 1995 and revised in january and
August 1996, September 1997 and January 1999 (the Guidelines). In this regard, all NCB contracts to be
financed from the proceeds of the Credit shall be subject to the following procedures.:

i) Only the model bidding documents for NCB agreed with the Government of India task Force (and
as amended from time to time), shall be used for bidding;
ii) Invitations to bid shall be advertised in at least one widely circulated national daily newspaper, at
least 30 days prior to the deadline for the submission of bids;
iii) 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;
iv) Except with the prior concurrence of the Bank, there shall be no negotiation of price with the
bidders, even with the lowest evaluated bidder;
v) Extension of bid validity shall not be allowed without the prior concurrence of the Bank (i) for the
first request for extension if it is longer than eight weeks; and (ii) for all subsequent requests irrespective of
the period (such concurrence will be considered by the Bank only in cases of Force majeure and
circumstances beyond the control of GOUP);
vi) Re-bidding shall not be carried out without the prior concurrence of the Bank. The system of
rejecting bids outside a pre-determined margin or "bracket" of prices shall not be used in the project;
vii) rate contracts entered into by DGS&D, will not be acceptable as a substitute for NCB procedures.
Such contracts will be acceptable however for any procurement under National Shopping procedures; and
viii) two or three envelope system will not be used.

Procurement Information

Procurement information would be collected and recorded as follows:

(a) Prompt reporting of contract award informnation by PACT;
(b) Comprehensive semiannual reports by PACT indicating:

(i) revised cost estimates for individual contracts and the total cost;
(ii) revised timings of procurement actions, including advertising, bidding, contract award, and

completion time for individual contracts; and
(iii) compliance with aggregate limits on the specified methods of procurement; and
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(c) The Borrower's completion report to be received by the Bank within three months of the credit's
closing date.

Procurement Schedule, Proposed Procurement Arrangements and Status of Readiness

The proposed packages and the Procurement Schedules for goods/equipment required for capacity-building
and project management have been provided by the PACT. The project elements, their estimated costs, and
proposed methods of procurement are summarized in Table A. Figures in parentheses are the respective
amounts to be financed through IDA.

The status of procurement readiness is summarized in Table A2 below. All activities scheduled to be
disbursed in Year 1 of the project have been identified in the Table with an *.

Prior review threshold per procurement method are summarized in Table B below.

Procurement methods (Table A)

Table A: Project Costs by Procurement Arrangements
(US$ million equivalent)

Procurement Method
Expenditure Category ICB NCB Other N.B.F. Total Cost

1. Works 9.70 60.90 6.82 0.00 77.42
(8.73) (54.81) (6.14) (69.68)

2. Goods, Equipment, Machinery 12.65 3.61 4.63 0.00 20.89
and Materials

(11.13) (3.46) (3.71) (18.31)
3. Consultants' Services and 19.87 5.49 16.88 0.00 42.24
Training

(19.87) (5.49) (16.88) (42.24)
4. Incremental Operating Costs 0.00 0.00 29.92 0.00 29.92
and Incremental Salaries

(0.00) (0.00) (18.96) (18.96)
6. Voluntary Retirement Scheme 3.21 3.21

(0.00)
Total 42.22 70.00 58.25 3.21 173.7

(39.73) (63.76) (45.69) (149.2)

"Figures in parenthesis are the amounts to be financed by the IDA Credit. All costs include contingencies

Includes civil works and goods to be procured through national shopping, consulting services, services of contracted
staff of the project management office, training, technical assistance services, and incremental operating costs related
to (i) managing the project, and (ii) re-lending project funds to local govemment units.
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Table Al: Consultant Selection Arrangements (optional)
(US$ million equivalent)

Consultant Selection Method
Services

Expenditure QCBS QBS SFB LCS CQ Other N.B.F. Total Cost
Category

A. Firms 25.36 0 0 0 0.97 1.43 0.00 27.75
(25.36 (0.00) (0.97) (1.43) (0.00) (27.75)

B. Individuals 0.02 1.28 1.29
(0.02) (1.28) (1.29)

Total 25.36 0.99 2.70 0.00 29.05
(25.36) (0.99) (2.70 (29.05)

1\ Including contingencies

Table A2. Readiness Status

Consultancies:

Year 1 Expected TtICs
Component Item Type Start End Status Disbursement Totl Cost

(Msi) MIS
International consultancy= rDSS EIReady; TRbeing finli=d. E0I to be0.31.5

devebpmtincn plan Firm July, 2002' De., 2005 n OiRbed EOcobe 0.532 2001AardJ ,1.912development incloin bainplnublished________ _______June_______ 2002____

4 indinidual sole-source consultancies (Assembling
initial database, inter-sectoral allocation

Ape. Institution Consultancy Individual Mar. 2002 Dec, 2002 me nces assistan , pncingeanal 0.213 11.064experiences us water legislation. pricng and water
Cl: Creation of resource economics); TORs being prepared; First
Apex Water w_nsutancv (datab
nstitutions and TOR Ready. EOI to be published November, 2001.

strengthrenang Environmental Management PScie Firm Ju, 2002 ' Dec, 2005 Award une. 2002 0.463 0.994
Basin Emrovnuvental & Social Fim A 02 e.00 TOR Reay EOf to be published December. 2001. 0.149 0.426
Assessment Award JuY. 2002 ________ ______

Computer modelling Firm 02, PY2 PY5 2 Consultancy; TR t be developed and0.000 0.426trocurement initiated In PYI000042

Bain data collection Firm Apr, 2002' As Required Small asogr:uonen mpwmuw contractsfor sole- 0.021 0.106
______________ _____ __ __________ ______ ____ sourcing as re ui d. Award March, 2002

Consultant Selection in Advanced Stage (Technical
MIS Consultancy (Inlemational) Firm Jan, 2002' Sep,2006 Enaluagon Completed. Financial Bids to be opened 0.426 1.489

on Aug2,2001). Award December. 2001

TOR being developed based on institutional
International ConsukancyRestnucturing Firm Jul, 2002' ae3, PY5 as essment studies carded out duing preparat on 0.213 1.064
Study Frc Jl202 03 and precurmnent initiated in PY1. EOI1t0 he

published November, 2001. Award June, 2002

C2: Irrigation WRMIS and Software for Telemetery
Department Reform stations (discharge and climatic data PY2 ConultenT t ed m d 0 000 1.064

collecton and transmission, display Firm 02, FF2 Q3, P Y oslany O ue eeoe nd00 .6and Capacity sttos nefcn ihohrprocurement initiated in FYi
Bulding st=ins, interfaung with other _

Creation of Databases for Executive and PY Comultanc TORtob e deloped and
Adminsrative activities and Decision Firm 01, PY2 01, PY~3 FY Ccoltnc: O t b dveopd n

su'~~~~~~~'Zst ~~~~~~~procurement initIated In PYj .0 .5
support svstems______
Consuitancyfor Design Modernization - Firm Q1, PY2 Q3, PY5 PY2 Conukancy: TOR to be developed and 0.000 0.426

I.E IDasiont i~~~~~~~~~~~~~~~~~rocurement lnaiated In FYI _______

User Level Training(2-onths) Firm As Required' As Required Courses and training firms Identified 0.085 0.340
VRS- Consultancy(lntematioal) Firm Sep.2002' Sep. 2004 TORbeingfinaieed; EOitobe published January, 0.106 0.213VRS (International) Rmn _ Sep____ 2002 _____20102. Award Aucnust. 00

Advanced Traimnq4nmonths) t Firm As Reauined* As Required Courses and traininc firms identitled 0.05 0.204
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Study for development of rainwater TOR being developed - Various convul1tancies on a
harvesting structures including village Firm June, 2002 Q4, PY5 sole-sour=loped Vard M sy c 2002 0 085 0.426

C3: Piloting Reform ponds
Options in Water Study for conservation and development TOR being fgnalized based on initial wetlands

Resoumces oftWedads in the seleced command of Firm Sep 2002 Sep,2006 assessment curyent being carried out by UP 0 085 0.277

Management the Basin (incthdsng data collection, , 2 Remote Sensing Applications Canter;. EOI to be
(PROWaRM) -ecrotment of enperts and others) published December, 2001. Award August, 2002

Intemational Consultancy for Basin Board Firm Q2, PY2 Q3, PY3 Procurement actions lo be initiated in PYI 0.000 0.106

RFP ready for remainder Phase-I areas
Toporapic urvy pase-1 Firm Apr, 2002* PY3 (Topographic Survey for initial areas in Phone-I111 .7

Topographic survey phase -I Firm Apr, 2002 * PY3 already undeway). EOI to be published 1.191 3574

_______________________________ ___________ September, 2001. Award March. 2002
PROIDO Design Consullant (Design of
systemioutlets moderization on famt
workbDrainage, Siltation of Haidergarh Firm Jul. 2002 03, PYb TOR under preparation E01 to be published0301.2

C4: Piloting Refom November, 2001. Award June, 2002 0 319 1723
Options in Irrigation Branch Headworks and JBS system:
OptDrionsg Pmblems in Deeh distributery
aPROIDO) ality chEckin= = a env Firm Q1,PY2 Q3,PY5 PY2 Consaltancy; TOR lo be developed and 0.000 1277

laboratory by Epea aec roocumment initiated in PYI _________1_277_

Hiring Services of NGOs for formation of Various NGOs to be contracted on sole-source
Colaba Samitis and Water User Firm Apr, 2002 Q3, PY5 basis; TOR preparation underway. Award March, 0.213 1.064
Associahons iWUAs) 2002
Monitoring & Evaluation Consultancy Firm 01, PY2 Q4, PY5 PY2 Acbvity; Procurement to be initiated in PY1 0 032 0.457

Social and Emvimnmental assessment o Firm Apr, 2002 March, 2 TOR Ready; EOI tlobe pablised inlcal 0.106 0,213
JBS_____ .6 end lBS Fim Ar 02 Mrh 04newspapers iv Oct. 2001. Award March,12002 0.106 0.213__

Sunvey and Topographic Maps for Phase FimP Q2,Y3 Activity; Prouremen t iniled in PY2 if 0.000 3.574

II t igrtem am met_________

C5: Feasibility Preparation Studies & C-nsultancies Firm 04, PY3 Q4, PY5 PY3 Activity: Procarement to be initaltd in PY2 ff 0.000 0.745
Studies and _______trigigers are met
Prieparaond Environmental and Social Assessment Firm 04, PY3 Q4, PY5 PY3 Actvity; Prqcuremect to be isated in PY2 if 0 00 0,426

AcOnitiies tor Nent Study tiggers are met
Preparation of detailed project

Phase of Project assessments for rehabilitation of canals F 04 PY3 Q4 PY5 PY3 Activity; Procurement to be initaled in PY2 0 0 o00 0.213

and drainage systems for Phase II of the triggers are met
vroiect

C6 Project

Implementation.' Mntrn vlainadSp,s.
CIoodntaionan, Monitoring & Evalua and and Supervision Firm 02. PY2 Q3, PY5 PY2 Activity; Procurement to be initiated in PY1 0 000 1.064

Monitoring

Works:

PY1 Base Total Base
Componen Item Start End Status Coost (MS) Coost (SM)

Cl: Creation at Ape.xue.qn crawmgMs .irig u tacyea, O r mg _
Water Institations and Buildings for Apeo Institutions April, 2002 December, 2004 docu"'ents being yreyared; Call for levder
|C1 Crheation of Ag ex April, 2002 - December, 2004 to be osued by October, 2001. Award 0 21 0.4
|sloenglbening . ,A nn

Construction of rainwater April, 2003 April, 2007 PY2 or later activity Proc ent to be 0 21
harvesting structures initiated in PY 0.I 

C3 Piloting Reform Sustainable Management of April, 2003 AprilPY2 o later actty Procurement to be 0 13
Options in Water WetlandsArl203 pil2W initiated in PY.0 1.
Resources Management Kakraha Canal Hydnp (Civil Works) April, 2003 April, 200W PY2 Activity. Procurement to be initiated in 0.0 06
(PROWaRM) P71000 06

Design drawings being finalized, Bidding

Buildings for JBSDMB & IBSDMB April 2002 December, 2004 documents beivg prepared: Call forAanderslo be issued by October. 2001. Award 0.07 0.11
____ ___ ____ ___ _ _ ____ ___ ___ ____ ___ ___ ____ ___ _ _ ____ ___ ___ M ainh, 2002

Rehabilitation of Branch and Apr, 2003 Apr, 2007 PY3 Activity: Procurement to be initated in 0.0i 16 62
C4: POloling Reform Distribolares PY20. 162
Options in Irrigo Rehabilitation of Main Drains Apr Apr 2007 PY3 Activity; Procurement tn be initated in
Drainage (PROIDO) Rehabilitaton_of_Ma_r_Dial__ Apr 2003___ Apr____2007 PY2 0.00 7.70

Modernization_ of Irargation and Apr, 2004 Apr, 2007 PY3 Activity: Procurement to be initated in 0,0 20.01
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Goods & Equipment:
Order Year i Total

Component Item PlacOrder Status Base Cost Cost
Component__________Item ____Placement__________ M$) (Ms)

Procurement of Spatial Databases (off-the- Speciications ready; Procurement packages in
shelf databases, satellite imagery. Feb, 2002' advanced stage of preparation; Purchase to be initiated 0.4 1 0
digitization) after project approval. Award January, 2002

C1 Creation of Ape. Specification and bidding documents ready. Award 0.2 0.4
Water Institutions and Fumg shing & Misc arrangements Sap,2002 Augst 2002

Air conditioning & Generator installation Sep. 2002- Specification and bidding documents ready. Award 0.11 0.21

Personal Computer & penpherals Jane, 2002' - Specifications and Bidding Documents ready Award 0.0 0.11
personl Compter & .riph-s June 2002 May, 2002

Specifcations ready; ICB Bidding Documents under
Wireless Equipment June, 2002- preparation. EOI to be published November, 2001. Bid 2.2 2.2

documents to be issued by January, 2002. Award May, __ , -
DesktoP Computer (ncl. OP Sys) Mar, 2002' Specifications and Bidding Documents ready. Amard 1 1! 2.0
UPS2KVA(On-Linel Mar, 2002 - Secifications and Bidding Documents ready. Award 0 5 009
RDBMS (Oracle Bi or eq.) Mar, 2002 Specifications and Bidding Documents ready. Award 0 51 0o

V Sat ( HQ.) Apr, 2002- SpedcvatiosS and Bidding Documents ready. EOI to be 0.7 0.7
Pblisbed SePtember. 2001. Bid documents to be _____

V-Sat (Field I Apr, 2002' Specificatbons ready: ICB Bidding Documents under 0.6 0

C2 Irrigation Generator SKVA Mar, 2002 Specifications and Bidding Documents ready. Award 0.2 0.4
Department Reform ~~~~~~~~~~~~~~February. 2002 0. .

Department Reform Modem Survey Equipment Sep. 2003 PY2 Activity. Procurement to be initiated in PY1 0 01 0 4
CAD Software (AutoCad or eq.) Mar. 2002 * Specifications and Bidding Documents ready. Award 0.321 0.3
General Office Sftwae (MS Office or eq.) Mar, 2002 Spec,fications and Bidding Documents ready Award 0.2i 0.3
Air Conditioners (1.5 ton) Mar, 2002 * Specrfications and Bidding Documents ready. Award 0.21 0.3
Laser Printer Mar, 2002 Specifications and Bidding Documents ready. Award 0.1 7 0.2
Lo,w-Cost Printer Mar, 2002 Specifications and Bldding Documents ready. Award 0.131 0 2
Telemetry Stations 0.01 0.2
Networking switch Mar 2002 Specfications and Bidding Documents ready. Award 0.10 0.1
MailServer Mar. 2002 Specifications and Biddingi Documents ready Award 0.17__ 0 17
Networking Switch(managedl)- Inte Mar, 2002 Specifications and Bidding Documents ready. Award 0.1. 0.1
Server Mar 2002' Specifications and Bidding Documents ready. Award 0.1f 1

CJ mllot,ng stenrm (trie,gnrlr,tansmission lines, ..
Opi onsotog ve (turbines, generatom, traPY2 Activity. Procurement to be eritiated In PYI 0.0 1.4
Options in Wter SCADA) I_______ . .

Resources ____l_idig_oumnt_rey_Awr
Management Air cunditioning & Generator installanon Sep,2002' Specification and bidding documents ready. Award 0.0 0.1

fPROW____________R____ _________August, 2002
C4: Piloting Reform
Options in Irrigation Specifications and Bidding Documents ready. Award 0 75 0 75l
and Drainage Automatic Wafer Level Recorders Jun.. 2002' Map, 2002
(PROIDO)

Prior review thresholds (Table B)

Table B: Thresholds for Procurement Methods and Prior Review
Contract Value Contracts Subject to

Threshold Procurement Prior Review
Expenditure (US$ thousands) Method (US$ Ms)

Category
1. Works >30 ICB All contracts

>30 NCB First two and all contracts above $200,000

<30 Force Account Post Award Review

2. Goods >200 ICB All contracts
Books and periodicals,
CD ROMs, software, >30 and <200 NCB First two and all contracts above $200,000
frnmiture, training aids

for demonstration, <30 Shopping/DGS&D Post Award Review
seeds, plants, Rate Contract
fertilizers, and

proprietary equipment <10 Direct Contracting Post Award Review
including spares for
already available

equipment, extension

and publicity material
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3. Services >100 QCBS All contracts

<100 As per Bank For contracts of value $100,000 and above the
guidelines: QCBS, procedures set forth in paragraph 1, 2 (other than

QBS, SS, etc. third sub-paragraph of paragraph 2(a)) and 5 of
Appendix 1 of Consultant Guidelines shall apply.

For contracts of value $50,000 or more bul less
than $100,000 the procedures set forth in

paragraphs 1, 2 (other than second subparagraph
of paragraph 2(a)) and 5 of Appendix I of

Consultant Guidelines shall apply

For employment of individual consultants of
contract value $50,000 or more, the qualifications,

experience, terms of reference and terms cf
employment shall be subject to prior review.

Total value of contracts subject to prior review: US$ 89 million

Overall Procurement Risk Assessment
Average

Frequency of procurement supervision missions proposed: One every two months in the first six
months of PY I followed by one every three months during the next twelve month period and then one every
six months (includes special procurement supervision for post-review/audits). Additionally there would be a
procurement mission for each of the two special mid-term review missions proposed at the end of PY2 and
PY3. The post-award review will consist of (i) review during the Bank supervision mission; (ii) review b-y
the consultants appointed by the Bank; (iii) desk review of contracts randomly selected from the quartely
list of contracts awarded. This would cover about 10% of contracts by number.
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Disbursement

Allocation of credit proceeds (Table C)
Table C: Allocation of Credit Proceeds

Expenditure Category Amount in US$ million Financing Percentage
Works 68.7 90
Goods, Equipment, Machinery and 17.3 100%of foreign expenditures; 100% of
Materials local expenditures (ex-factory) and 80%

of local expenditures for other items
procured locally.

Consultants' Services and Training 35.2 100
Incremental Operating Costs and 18.0 85% until March 31, 2004; 75% until
Incremental Salaries March 31, 2005; 60% until March 31,

2006 and 30% thereafter.
Unallocated 10.0

Total Disbursements 149.2

Total Project Costs 173.7

The figures shown are the Bank Financintg amounts derived using these percentages on the total costs
on an annual basis.

Disbursements

Disbursements from the IDA Credit would be initially be made according to the Bank's current
transaction-based disbursement procedures (reimbursements with full documentation or against Statements
of Expenditure, and direct payments). It is expected that the quarterly Project Management Reports
(PMRs) would be prepared from the beginning of the project and used for project management purposes. It
is however, expected that assured preparation of regular, timely and adequate PMRs could take up to
eighteen months from the start of the project. Disbursement would be converted to PMR-based system after
satisfactory, regular and timely quality PMRs has been demonstrated. The formats of the PMiRs are given
in the Project Financial Management Manual.

A Special Account would be maintained in the Reserve Bank of India and would be operated by the
Department of Economic Affairs (DEA) of GOI. The authorized allocation of the Special Account would
be million(to be determined in consultation with LOA) that represent about 4 months of initial estimated
disbursements from the IDA Credit. The Special Account would be operated in accordance with the bank's
operational policies.

The project will submit withdrawal applications to Controller of Aid, Accounts and Audit (CAA&A) in
DEA for onward submission to the Bank for replenishment of the special account or reimbursement.

Disbursement will be made on the basis of statement of expenditure for each category of expenditure for all
contracts below the thresholds given in Table B.

Financial Management:
The Project Activities Core Team (PACT) working under the Secretary, UPWSRP will be
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responsible for the overall coordination, monitoring and evaluation, and financial management. It is
anticipated that the UPWSRP Team will contract UPDASP and UPBSN to benefit from their existing
linkages with the departments dealing with various aspects of agriculture.

Current Financial Management Systems

All State Government accounts are maintained uniformly on a cash basis according to a chart of
accounts prescribed by the Controller and Auditor General of India. The accounting process is manual and
based on single entry system. Some of the common accounting records include the cash book, bills register,
contracts register and measurement books. The main objective of the manual accounting system is on book
keeping and therefore has limited focus on meeting project management information needs.

Specific Areas to be Strengthened

Based on assessment of the current government system operating in the ID, review of IDs performance
on other ongoing Bank projects, other projects implemented by Government departments in UP and the
India Country Financial Accountability Profile, major issues to be addressed in the current Government
accounting system to ensure that a satisfactory project financial management system is in place are:

The accounting system needs to cover all sources and uses of funds; and which provides financial
information which would be used for management decision making on regular and timely basis.
* Project financial statements should cover all project activities and present information of the
project's financial position and performance in a clear and user-friendly manner.

Controls in key areas need to be improved; fixed assets recording and verification, regular
reconciliation's with the Treasury statements and AG's records, clearly defined policies on eligible
expenditure; expenditure classification; defined policies of flow of funds to and accounting by the various
agencies receiving project funds.

Need to ensure that audits are done within the given time frame and according to agreed Terms of
reference.

Need to respond to and follow-up on audit observations on a timely basis.
For the system to be operational and effective, there is need to have qualified staff in key positions

at an early stage of the project.
A study on UP State Financial Accountability Assessment is planned to be carried out soon. The

findings and recommendations of this study, as applicable for the project financial management system,
would be also be considered and appropriate improvements implemented.

Accounting & Financial Management Systems

The project design provides for the development of a comprehensive computerised MIS system
(including the financial management modules) as part of the modemisation and restructuring of the
Irrigation Department. The development of this comprehensive system will be taken up during project
implementation and will not be in place at the commencement of the project. UP is in an early stage of
implementing a public financial accountability improvement program. This would also be implemented in
the Irrigation Department, as applicable. The proposed MIS computerization would also be coordinated
with similar efforts in the overall UP Government financial accountability improvement program.

The current arrangements would be to continue the manual accounting, preparation of accounting
reports and reimbursement claims at all levels except the central PACT, where a simple off-the-shelf
computerised accounting system will be installed or a simple accounting system will be developed. The
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accounting system will be capable of producing Project Management Reports (PMRs). The reporting
formats from the Divisions and other implementing agencies will be designed to provide the inputs for the
PMR reports. It will also need to ensure that any interim system proposed to be used is compatible with the
financial module in the MIS component. The outputs should also be reconciled with the Government
accounts which be subject to audit by C&AG. Financial management and reporting requirements of new
entities such as the State Water Resources Agency (SWaRA), State Water Tariff Regulatory Commission
(SWaTREC) and other autonomous entities that may be established during the implementation of the
project and responsible for specific components will also be assisted in the establishment of their financial
management and accountability mechanisms.

In order to provide the additional accounting information required for the above, registers and
formats have been designed (included in the financial management manual, discussed below). In doing so,
emphasis has been given to ensure that these dovetail with the mainstream current accounting systems.

Project Financial Management Manual

The Financial Management Manual serves as a reference document for all project staff and would be
used along with the current 'Financial Rules' and 'PWD Rules' of the Government. The Manual would be
formally adopted by the GoUP and the project management as the document which would govern financial
management aspects of the project. The Manual will also be the Borrower's Project Implementation Plan
on financial management aspects of the project. The Manual would be periodically updated and improved
upon based on implementation experience. The Manual would include the following aspects: (a) description
of the project financial management responsibilities, accounting centers and drawing & disbursing
authorities (b) flow of funds (c) accounting system (including centers for maintenance of accounting
records, Chart of Accounts, formats of books and registers, accounting and financial procedures) (d)
financial and accounting policies (e) claim administration system (f) procurement and contract
administration & monitoring system (g) budgeting system (h) fixed asset accounting system (i) financial
forecasting system () financial reporting (including formats of reports and linkages with Chart of
Accounts), (k) auditing arrangements and (1) organisation and staffing arrangements for financial
management activities.

Flow of Funds

GOI would pass on the World Bank funds to GOUP in accordance with the prevailing policies and
procedures applicable for Bank funds from GOI to States, with GOI bearing the foreign exchange risk.
These funds are usually transferred through Additional Central Assistance (ACA) to State Governments
which, through annual budgetary allocations (based on annual work plans), transfer funds to the line
departments in installments during the year.

PACT would coordinate the allocation of budgets to the Line Departments and also pass on funds
directly to external implementing agencies such as UPDASP, UPBSN, SWaRA, SWaTRAC and other
autonomous entities that may be established during the project. GoUP will designate the Secretary,
UPWSRP or any suitable officer as the Drawing & Disbursement Officer. Measures will be taken to
ensure that satisfactory controls and proper utilisation and accountability of these funds (as recorded in the
Financial Management Manual) include policies and procedures developed to ensure smooth flow of funds
to the implementing agencies, and at the same time ensure proper accountability for the funds. These
policies and procedures will also be included in the Memorandum of Understanding or sub-project
agreements between the PAT & the implementing agencies.
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Financial Reporting

The PACT established under the Secretary UP WSRP will coordinate the project activities, and will
be responsible for consolidating and processing all reimbursement claims, as well the submission of
quarterly PMRs.

Monthly: Each accounting center (DDOs in the ID) would produce an abstract of project expenses
and receipts, submit them to the PAT and other reporting authorities. The PAT would consolidate these
reports for the entire project.

Quarterly: Project management reports (PMRs) would be generated from the manual/ computerized
accounting system for each implementing agency and for the whole project. These reports would be
management-oriented and would be used for project management. The reports would include: (i' a
comparison of budgeted and actual expenditure and analysis of major variances, including sources and
application of funds (by components and expenditure categories) and key physical parameters and unit
rates for selected key items; (ii) expenditures by disbursement categories; and (iii) forecasts for the next 2
quarters. The formats of these reports would conform to the Bank's requirements, which are currently
under review and will be incorporated in the Financial Management Manual.

Annually: Audited Project Financial Statements (PFS) would be submitted to the Bank. PFS would
include: (i) a summary of funds received (showing funds received from the Central and State Governments,
and the World Bank separately), and a Summary of expenditures shown under the main project headings
(i.e., project components) and by main categories of expenditures; and (b) a Balance Sheet showing
accumulated funds of the Project, bank balances, other assets of the project, and liabilities, if any. Each
implementing agency would prepare their respective PFS and the PAT would consolidate all the accounts.
A consolidated audited PFS for the whole project would be submitted to the Bank not later than 6 mon-uls
after the end of the Fiscal Year (i.e., not later than September 30 for the fiscal year ended March 31 of each
year).

Financial Management for Water User Associations

Financial policies and procedure regarding transfer of funds to WUAs from Line Departments, and
accounting by the WUAs would be incorporated in the Financial Manual. Good practices in Andhra
Pradesh project and elsewhere would be adopted during implementation. The ID would draw a detailed seti
of rules and procedures for the WUAs including the format and requirements for maintenance of books of
records and reports. Separate bank accounts will be opened for each WUA and a simple manual accounting
system designed to enable the WUA's to manage the funds. The policies would also cover issues of
beneficiary contributions, related accounting issues and regular local level transparency to ensure social
audit and self-accountability. Intensive training will be imparted to the WUA office bearers on maintenance
of accounting records, auditing and reporting.

Staffing & Training

The PACT has, at present, a Finance Controller belonging to the State Finance Services, who is w l1
versed in government accounting and procedures, heading the finance function. He will be supported by one
full-time finance professional (Chartered Accountant) as project staff. This team, working with the
Secretary, UPWSRP will be responsible for consolidation and processing of all reimbursement claims as
well the submission of quarterly PMRs. Since this is a critical function, it is important that the finance
function is satisfactory staffed before the start of the project. It has been agreed that the selection process
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will ensure staff with suitable experience commensurate with the size and scope of the project.

Accounting staff at the Departmental and in the PACT will be provided with training on the Bank's
disbursement and reporting requirements before the implementation process commences.

The Irrigation Department regional offices are staffed with Accounts Officers, the zonal offices with
Assistant Accounts Officers and the divisional offices with Junior Accountants respectively. All the
accounts staff are drawn from the State Accounts cadre and are familiar with the government accounting
systems and associated rules and procedures. These staff will be retrained in modem financial management
practices and Bank specific reporting requirements.

Training and implementation assistance for the computerised accounting software will be provided
by the software providers.

Project Risks & Mitigation Factors

There are inherent risks relating largely to (a) cash flow problems due to fund flow procedures
between the Gol and GoUP, and between GoUP and the implementing agencies (b) delays in submissions
of audit reports resulting in discontinuance or suspension of disbursements (c) regular disallowances for
ineligible expenditures in audit reports, requiring recoveries by the Bank (d) C & AG audit focus on
assessing transactional compliance rather than the adequacy of systems of intemal controls and (e)
structure of Government accounting systems which do not provide information in classification and levels
of details required for meaningful decision making.

To mitigate some of the identified risks, steps have been taken to address specific project related
issues in the project design of the financial management system itself. Larger issues of improvement of the
Government's financial accountability and management functions are being taken up through CFAA work
and the UP Fiscal Reform and Public Sector Restructuring Program.

Auditing Arrangements

The annual project financial statements would be audited by the Accountant General (Audit) of
GoUP. The following audited annual project financial statements would be submitted to the Bank within 6
months of the close of GOIs fiscal year.

Statement of Sources and Uses of funds classified by expenditure categories, components and
sources of funds.

Special Account reconciliation
Statement of withdrawals from the Credit/Loan based on SOEs or PMRs.

The following audit reports will be maintained under ARCS:

Agency Audit Report

GoUP, Department of Irrigation Project/SOE

GOI, Department of Economic Affairs Special Account
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To ensure that sound internal control is maintained through out implementation, a CA fimn will carry
out an internal financial review on a quarterly basis. GoUP clearances have been obtained for the
appointment of a CA fimn and the TORs of the assignment agreed with the Bank.

Next Steps

Actions Agreedfor Enhancement of the Financial Management (Le.,
completed as part of project implementation)

Development of Computerised Financial Management System (PFMS)/ 30 June 2002
purchase of off-the-shelf accounting system including implementation &
training provided to staff in the operation of PFMS

Procurement & installation of computer hardware 30 June 2002

Appointment of chartered accountant firm for internal audit purposes 30 June 2002

T raining of staff in Bank's accounting, reporting requirements and claim 30 June 2002
procedure

Switch over to PMR-based disbursements I October 2003
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Annex 7: Project Processing Schedule
INDIA: Uttar Pradesh Water Sector Restructuring Project

Project Schedule Planned Actual
Time taken to prepare the project (months) 24 36

First Bank mission (identification) 09/01/1998 09/01/1998

Appraisal mission departure 03/15/2001 03/15/2001

Negotiations 10/29/2001 11/06/2001
Planned Date of Effectiveness 04/30/2002

Prepared by:

Uttar Pradesh Irrigation Department, Government of Uttar Pradesh

Preparation assistance:

Food and Agriculture Organization under the World Bank/FAO Cooperative Program, World Bank Staff

Bank staff who worked on the project included:

Name Speciality
S.Rajagopal Water Resources (Task Team Leader)

N. Harshadeep Environment (Co-Task Team Leader)

Shashank Ojha Information Technology

Walter Garvey Water Resources

K. Oblitas Operations

Shankar Narayanan Participatory Irrigation Management

Mridula Singh Resettlement and Rehabilitation
Mohammed Hasan Resettlement and Rehabilitation

Lars Lund Social Assessment

D. Baxi Procurement
Manvinder Mamak Financial Management
T. K. Balakrishnan Financial Management

G. Sethi Economics

S. Barghouti Agriculture
Sara Gonzalez Flavell Legal

Mohammed Nawaz Legal
Hyacinth Brown Disbursement

Lilac Thomas Team Support

G. Elizabeth Domingo Team Support
P.K. Subramanian Financial Management

Benson Ateng Economics
R. Beschel Civil Service Reforms
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Annex 8: Documents in the Project File*
INDIA: Uttar Pradesh Water Sector Restructuring Project

A. Project Implementation Plan

Draft Project Implemetation Plan

B. Bank Staff Assessments

Reviews of Environmental and Social Assessments carried out by independent consultants
Reviews of Rehabilitation/Modernization proposals
Project Concept Document
Quality Enhancement Review Panel Recommendations
Conmmunications on the Voluntary Retirement Scheme

C. Other

Irigation Department Staff Rationalization Study
Management Information Systems Phase 0 Report
State Water Policy
State Agricultural Policy
Resettlement and Rehabilitation Policy
Various drafts of Project Concept Document
Environmental Assessment Report prepared by I. Harmond and Associates
Social Assessment Report prepared by Ms. Bonani Dhar
Report prepared by WALMI on Water Users Associations
Various Statistical Abstracts of GOUP
Pre-feasibility Studies of Canal-based Small Hydro Schemes in Uttar Pradesh (India) report prepared in
two volumes by Consulting Engineering Services (India) Limited - March 2000
*Including electronic files
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Annex 9: Statement of Loans and Credits
INDIA: Uttar Pradesh Water Sector Restructuring Project

07-Nov-200 1
Difference between expected

and actual
Original Amount in US$ Millions disbursements'

Project ID FY Purpose IBRD IDA GEF Cancel. Undisb. Orig Frm Rev'd
P055455 2001 RAJ DPEP 11 0.00 74.40 0.00 0.00 71.18 -3.50 0.00

P055454 2001 KERALA RWSS 0.00 65.50 0.00 0.00 60.28 2.38 0.00

P050658 2001 TECHN EDUC III 0.00 64.90 0.00 0.00 58.80 2.86 0.00

P035173 2001 POWERGRID II 450.00 0.00 0.00 0.00 450.00 75.27 0.00

P010566 2001 GUJARAT HWYS 381.00 0.00 0.00 0.00 331.89 24.89 0.00

P059242 2001 MPDPIP 0.00 110.10 0.00 0.00 103.91 -3.79 0.00

P071244 2001 Grand Trunk Road Improvement Project 589.00 0.00 0.00 0.00 589.00 9.33 0.00

P070421 2001 KARN HWYS 360.00 0.00 0.00 0.00 343,40 -1.60 0.00

P067543 2001 LEPROSY 11 0.00 30.00 0.00 0.00 28.45 -0.05 0.00

P067216 2001 KARWSHD DEVELOPMENT 0.00 100.40 0.00 0.00 97.23 -1.81 000

P038334 2001 RAJ POWER I 180.00 0.00 0.00 0.00 161.46 1.17 0.00

P055456 2000 Telecommunicabons Sector Reform TA 62.00 0.00 0.00 0.00 58.24 16.24 0.00

P009972 2000 NATIONAL HIGHWAYS III PROJECT 516.00 0.00 0.00 0.00 459.79 34.06 0.00

P050667 2000 UP DPEP III 0.00 182.40 0.00 0.00 124.47 29.64 0.00

P049770 2000 REN EGY II 80.00 50.00 0.00 0.00 123.69 10.33 0.00

P050657 2000 UP Health Systems Development Project 0.00 110.00 0.00 0.00 102.51 8.93 0.00

P010505 2000 RAJASTHAN DPIP 0.00 100.48 0.00 0.00 90.84 10.13 0.00

P035172 2000 UP POWER SECTOR RESTRUCTURING PROJECT 150.00 0.00 0.00 0.00 117.87 20.53 0.00

P067330 2000 IMMUNIZATION STRENGTHENING PROJECT o.0o 142.60 0.00 0.00 82.27 -13.57 0.00

P059501 2000 TA for Econ Reform Project 0.00 45.00 0.00 0.00 40.74 4.42 0.00

P045049 2000 AP DPIP 0.00 111.00 0.00 0.00 99.81 4.18 0.00

P:05051 1999 MAHARASH HEALTH SYS o.00 134.00 0.00 0.00 116.06 41.66 0.00

P050646 1999 UP SODIC LANDS 11 0.00 194.10 0.00 0.00 147.43 58.79 0.00

P045051 1999 2ND NATL HIV/AIDS CO 0.00 191.00 0.00 0.00 132.32 18.02 0.00

P050637 1999 TN URBAN DEV 11 105.00 0.00 0.00 0.00 34.62 -7.90 0.00

P041264 1999 WTRSHD MGMT HILLS 11 85.00 50.00 0.00 0.00 100.48 21.73 0.00

P045D50 1999 RAJASTHAN DPEP 0.00 85.70 0.00 0.00 69.51 46.35 0.00

P049537 1999 AP POWER APL I 210.00 0.00 0.00 0.00 105.81 97.15 0.00

P049477 1998 KERALA FORESTRY 0.00 39.00 0.00 0.00 20.87 5.22 0.00

P049385 1998 AP ECON RESTRUCTURIN 301.30 241.90 0.00 0.00 304.24 156.21 0.00

P035824 1998 UP DIV AGRC SUPPORT 79.90 50.00 0.00 0.00 97.49 62.23 0.00

P035827 1998 WOMEN & CHILD DEVLPM 0.00 300.00 0.00 0.00 244.74 61.51 0.00

P035169 1998 UP FORESTRY 0.00 52.94 0.00 0.00 25.42 19.14 0.00

P010496 1998 ORISSA HEALTH SYS 0.00 76.40 0.00 0.00 64.42 29.96 0.00

P038021 1998 DPEP III (BIHAR) 0.00 152.00 0.00 0.00 112.74 86.64 0.00

P010561 1998 NATL AGR TECHNOLOGY 96.80 100.00 0.00 0.00 149.45 85.93 0.00

P043728 1997 ENV CAPACITY BLDG TA 0.00 50.00 0.00 0.00 31.45 29.97 0.00

P045600 1997 TA ST'S RD INFRA DEV 51.50 0.00 0.00 0.00 9.44 9.44 9.44

P044449 1997 RURAL WOMEN'S DEVELOPMENT 0.00 19.50 0.00 0.00 15.52 16.54 -0.35

P010473 1997 TUBERCULOSIS CONTROL 0.00 142.40 0.00 0.00 96.57 95.15 0.00

P009584 1997 ECODEVELOPMENT 0.00 0.00 0.00 0.00 7.87 9.20 0.00

P035158 1997 APl IRRIGATION III 175.00 150.00 0.00 0.00 195.61 133.09 0.00

P010531 1997 REPRODUCTIVE HEALTH1 0.00 248.30 0.00 0.00 124.50 103.36 67.85

P010511 1997 MALARIACONTROL 0.00 164.80 0.00 0.00 113.10 94.85 0.00

P049301 1997 A.P. EMERG. CYCLONE 50.00 100.00 0.00 19.00 40.12 63.78 0.00

P009995 1997 STATE HIGHWAYS l(AP) 350.00 0.00 0.00 0.00 194.43 101.10 0.00

P036062 1997 ECODEVELOPMENT 0.00 28.00 20.00 0.00 14.86 15.08 0.00

P010529 1996 ORISSA WRCP 0.00 290.90 0.00 0 00 88.26 71.17 0.00

P010480 1996 BOMBAY SEW DISPOSAL 167.00 25.00 0.00 10.00 72.80 81.41 25.76

P010484 1996 UP RURAL WATER 59.60 0.00 0.00 7.20 24.60 25.74 12.93

P035170 1996 ORISSA POWER SECTOR 350.00 0.00 0.00 0.00 215.16 185.16 0.00

P010485 1996 HYDROLOGY PROJECT 0.00 142.00 0.00 19.64 35.60 77.57 22.65

P035821 1996 DPEP 11 0.00 425.20 0.00 0.00 101.29 36.45 0.00
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Difference be.ween expected
and actual

Original Amount in US$ Millions disbursements

Project ID FY Purpose IBRD IDA GEF Cancel. Undisb. Oriaj Frm Revd
P035825 1996 STATE HEALTH SYS II 0.00 350.00 0.00 0.00 119.06 154.83 0.00
P043310 1996 COAL ENV & SOCIAL MITIGATION 0.00 63.00 0.00 6.09 23.96 34.23 0.00
P0110476 1995 TAMIL NADU WRCP 0.00 282.90 0.00 0.00 107.72 134.47 72.07
P()10464 1995 DISTRICT PRIMARY ED 0.00 260.30 0.00 0.00 66.56 74.38 0.00
P010463 1995 INDUS POLLUTION PREV 143.00 25.00 0.00 65.81 64.24 131.42 16.31
P010461 1995 MADRAS WATSUPII 275.80 0.00 0.00 189.30 17.06 204.68 7.36
P010563 1995 FINANCIAL SECTOR OEV PROJ. (FSDP) 700.00 0.00 0.00 316.30 1.93 -381.77 0.00
P010522 1995 ASSAM RURAL INFRA 0.00 126.00 0.00 0.00 49.86 42.26 43.44
P010503 1995 AGRIC HUMAN RES DEVT 0.00 59.50 0.00 0.00 4.03 9.27 4.36
P010489 1995 AP 1ST REF. HEALTHS 0.00 133.00 0.00 0.00 26.32 36.07 0.00
P010457 1994 POPULATION IX 0.00 88.60 0.00 0.00 26.68 31.87 0.00
P010455 1994 BLINDNESS CONTROL 0.00 117.80 0.00 10.00 43.42 56.71 0.00
P010448 1994 FORESTRY RESEARCH ED 0.00 47.00 0.00 0.00 5.94 24.99 -0.58
P009964 1994 WATER RES CONSOLID H 0.00 258.00 0.00 0.00 19.99 26.11 -12.49
P009870 1994 CONTAINERTRANSPORT 94,00 0.00 0.00 15.00 33.93 48.53 48.92
P010410 1993 RENEWABLE RESOURCES 75.00 115.00 26.00 0.00 23.09 55.E4 0.00
P009977 1993 ICDS II (BIHAR& MP) 0.00 194.00 0.00 0.00 40.98 47.S5 47.96
P009963 1992 POPULATIONVIII 0.00 79.00 0.00 0.00 25.65 28.0'- 0.00
P009946 1992 NAT. HIGHWAYS II 153.00 153.00 0.00 0.00 27.78 17.13 17.13
P009869 1989 NATHPA JHAKRI HYDRO 485.00 0.00 0.00 0.00 59.82 59.E2 39.27

Total: 6774.90 6992.02 46.00 658.34 7490.63 2998.87 422.04
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INDIA
STATEMENT OF IFC's

Held and Disbursed Portfolio
MAY-2001

In Millions US Dollars

Committed Disbursed

IFC IFC

FY Approval Company Loan Equity Quasi Partic Loan Equity Quasi Partic
NIIT 0.00 1.63 0.00 0.00 0.00 0.00 0.00 0.00

2001 Orchid 0.00 0.00 30.00 0.00 0.00 0.00 20.00 0.00
2001 Owens Coming 25.00 0.00 0.00 0.00 25.00 0.00 0.00 0.00
1997 Pennar Steel 0.00 0.07 0.00 0.00 0.00 0.07 0.00 0.00
1981 Prism Cement 13.13 5.02 0.00 9.00 13.13 5.02 0.00 9.00
1995 RCIHL 0.00 1.97 0.00 0.00 0.00 1.97 0.00 0.00
2001 RTL 0.00 0.45 0.00 0.00 0.00 0.45 0.00 0.00
2001 Rain Calcining 16.32 5.46 0.00 0.00 16.32 5.46 0.00 0.00
1995 SAPL 0.00 0.07 0.00 0.00 0.00 0.07 0.00 0.00
1997 SREI 10.00 0.00 5.00 0.00 5.00 0.00 5.00 0.00
1997/00 Sara Fund 0.00 5.94 0.00 0.00 0.00 5.94 0.00 0.00
1995 Spryance.com 0.00 2.00 0.00 0.00 0.00 2.00 0.00 0.00
2001 Sundaram Finance 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
1986/93/94/95 Sundaram Home 0.00 2.21 0.00 0.00 0.00 1.15 0.00 0.00
2000 TCW/ICICI 0.00 8.14 0.00 0.00 0.00 8.14 0.00 0.00
1998 TDICI-VECAUS II 0.00 0.54 0.00 0.00 0.00 0.54 0.00 0.00
1990 TISCO 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
1981/86/89/92/94 Tanflora Park 0.00 0.51 0.00 0.00 0.00 0.00 0.00 0.00
2000 Tata Electric 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
1989/90/94 Taurus Starshare 0.00 2.53 0.00 0.00 0.00 2.53 0.00 0.00
1994 Titan Industries 0.00 0.52 0.00 0.00 0.00 0.52 0.00 0.00
1987/88/90/93 UCAL 0.00 0.54 0.00 0.00 0.00 0.54 0.00 0.00
1989 United Riceland 10.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
1996 VARUN 0.00 0.00 0.37 0.00 0.00 0.00 0.37 0.00
1991/96/01 Vysya Bank 0.00 7.30 0.00 0.00 0.00 7.30 0.00 0.00
2001 WIV 0.00 5.00 0.00 0.00 0.00 2.40 0.00 0.00
1997 Walden-Mgt India 0.00 0.02 0.00 0.00 0.00 0.02 0.00 0.00
1997 AEC 4.82 0.00 0.00 0.00 4.82 0.00 0.00 0.00
1989 Ambuja Cement 0.47 4.94 0.00 0.00 0.47 4.94 0.00 0.00
1994 Arvind Mills 0.00 5.02 0.00 0.00 0.00 5.02 0.00 0.00
1992/93 Asian Electronic 0.00 5.50 0.00 0.00 0.00 5.50 0.00 0.00
1997 BTVL 0.00 20.00 0.00 0.00 0.00 0.00 0.00 0.00
2001 Basix Ltd. 0.00 1.00 0.00 0.00 0.00 0.00 0.00 0.00
2001 Bihar Sponge 0.00 0.05 0.00 0.00 0.00 0.05 0.00 0.00
1984/91 CCIL 9.00 0.00 0.00 11.50 0.00 0.00 0.00 0.00
2001 CEAT 19.60 0.00 0.00 0.00 19.60 0.00 0.00 0.00
1997 CESC 18.00 0.00 0.00 40.20 18.00 0.00 0.00 40.20
1990/92 Centurion Bank 5.50 0.00 0.00 0.00 5.50 0.00 0.00 0.00
1995/97 Chinai 1.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
2000 Chowgule 10.79 4.58 0.00 16.56 10.79 4.58 0.00 16.56
1994 Duncan Hospital 7.00 0.00 0.00 0.00 7.00 0.00 0.00 0.00
1997 EEPL 0.00 0.03 0.00 0.00 0.00 0.03 0.00 0.00
1997 EXB-City Mills 0.18 0.00 0.00 0.00 0.18 0.00 0.00 0.00
1986 EXB-STG 0.31 0.00 0.00 0.00 0.31 0.00 0.00 0.00
1986

Total Portfolio: 198.86 191.95 50.37 77.26 145.45 135.87 40.37 65.76
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Approvals Pending Commitment

FY Approval Company Loan Equity Quasi Partic
1999 Sarshatali Coal 0.00 0.00 5.00 0.00
2000 Orissa NESCO 28.00 0.00 0.00 0.00
2000 Orissa WESCO 11.00 0.00 0.00 0.00
2000 IL&FS-GF 40.00 0.00 0.00 0.00
2000 APCL 7.10 0.00 1.90 0.00
2001 NIIT Hole Wall 0.00 0.00 1.65 0.00
2001 Bharti Telecom 0.00 0.00 20.00 0.00
2001 HEL 0.00 0.00 2.00 0.00
2001 Samtel 21.30 0.00 0.00 0.00
2001 ICICI GF 40.00 0.00 0.00 0.00
2001 GI Wind Farmns 9.79 0.98 0.00 0.00
2001 Internet Express 0.00 0.00 5.00 0.00
2001 GTF Fact 10.00 0.00 0.00 0.00

Total Pending Commitment: 167.19 0.98 35.55 0.00
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Annex 10: Country at a Glance

INDIA: Uttar Pradesh Water Sector Restructuring Project

POVERTY and SOCIAL South Low-
India Asia income Development diamond

2000
Population, mid-year (millions) 1,015.9 1,355 2,459 Life expectancy
GNI per capita (Atlas method, US$) 460 460 420
GNI (Atlas method, US$ billions) 468.1 617 1,030

Average annual growth, 1994-00

Population (%) 1.8 1.9 1.9
Labor force (%1 2.3 2.4 2.4 GNI Gross

per primary
Most recent estimate (lalest year available, 1994-00) capita . enrollment

Poverty I% of population below national poverty line) 35
Urban population (% of total population) 2B 28 32
Life exDectancv at birth (vears) 63 63 59
Infant mortalitv (per 1,000 live births) 71 74 77
Child malnutrition (% of children under 5l 45 47 ,, Access to improved water source
Access to an improved water source I% of population) 88 87 76
Illiteracv I% of population ase 15+1 43 45 38
Gross primarV enrollment (% of school-age population) 100 100 96 -India Low-income group

Male 109 110 102
Female 90 90 86

KEY ECONOMIC RATIOS and LONG-TERM TRENDS

1980 1990 1999 2000
Economnic ratios'

GDP (US$ billions) 182.9 316.9 451.5 474.3
Gross domestic investment/GDP 20.9 25.2 22.7 24.7
Exports of qoods and services/GDP 6.1 7.3 11.8 13.4 Trade
Gross domestic savinqs/GDP 17.3 22.5 19.7 22.2
Gross national savings/GDP 18.9 22.0 21.6 24.1

Current account balance/GDP -1.9 -3.2 -1.1 -0.6 Domestic Investment
Interest pavments/GDP 0.3 1.2 0.6 0.8 savings 0Ien
Total debt/GDP 11.3 26.4 21.7 21.1
Total debt servicelexports 9.8 32.4 15.3 12.4
Present value of debt/GDP 15.6
Present value of debtlexports 106.4

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

(average annuat qrowthl
GDP 5.8 6.0 7.2 5.2 6.0 -India - Low-income group
GDP Per caDita 3.5 4.2 5.3 3.3 4 3
Exports of poods and services 5.9 1i .7 6.0 5.0

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

(% of GDP)
Agriculture 38.6 31.3 27.1 25.3 30
Industry 24.2 27.6 26,1 26.2 20

Manufacturinp 16.3 17.2 15.4 15.1 10
Services 37.2 41.1 46.8 48.5

Private consumption 72.7 65.9 67.5 65.4 - 95 9 97 98 99 00
General qovernment consumption 10.0 11.6 12.9 12.4 GDI O P
Imports of qoods and services 9.7 9.9 14.8 16.0

1980-90 1990-00 1999 2000 Growth of exports and Imports (%)
(average annual growth)
Aqriculture 3.1 3.1 0.7 0.2 40
Industrv 6.9 6.4 6.4 5.3 30

Manufacturinq 7.4 7.1 6.8 5.6 20
Services 7.0 8.1 9.6 7.7 Is

Private consumption 2.7 5.8 4.8 4.8 o
General government consumption 7.7 6.9 15.0 6.4 , s 9 99 C0

Gross domestic investment 7.5 7.0 9.4 5.6 Euporta lmpsris
Imports of goods and services 5.9 9.5 6.0 5.0

Note 2000 data are preliminary estimates.

The diamonds show four kev indicators in the countrv (in bold) comDared with its income-qroup averaae, If data are missing, the diamond will
be incomplete.
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Indic

PRICES and GOVERNMENT FINANCE
1980 1990 1999 2000 Inflation (%)

Domestic orices r
(% chan,qe)
Consumer Prices .. 12.8 3.4 3.8 1i
Implicit GDP deflator 11.6 10.4 3.8 5.3

Government finance
(% of GDP, includes current grants) o
Current revenue .. . 18.7 19.1 95 96 97 99 9 0

Current budqet balance .. .. .GDP deflator -0CPI

Overall surplus/deficit .. .. -11.0 -10.6

TRADE

(US$ millions) 1980 1990 1999 2000 Export and import levels (USS mill.)

Total exports (fob) 8,501 18,477 37,542 44,894 75.000

Marine products .. 535 1.183 1.394 60ooo0
Ores and minerals .. 970 916 1.158 .0_

Manufactures 5.105 12,996 29.714 34.511 45.00-

Total imports (cif) 15,862 27.914 55.383 59,264 3000
Food 1.348 557 2,417 1,432
Fuel and enerqv 6.669 6,028 12.611 15,650 15.000
Capital noods 2.416 5,836 8,965 8,785 0

94 95 99 97 99 99 00
Export Price index (1995= 100) 268 5 1 116 122
Import price index (1995=100) 27 46 150 162 *Euports Imports
Terms of trade (1995=100) 105 109 77 75

BALANCE of PAYMENTS
1980 1990 1999 2000 Current account balance to GDP (%)

(US$ millions)
Exports of qoods and services 11,249 23,028 53,251 63,764
ImDorts of qoods and services 17,821 31.485 67,028 75.656
Resource balance -6.572 -8.457 -13,777 -11,892

Net income 325 -3.753 -3,559 -3,821
Net current transfers 2,693 2,068 12,256 12,798 I 'll" ,.
Current account balance -3.554 -10,142 -5.060 -2.915

Financinq items (net) 2,564 7,650 11,482 8,771
Chanqes in net reserves 990 2,492 -6,402 -5,856 -2

Memo:
Reserves includina qold (US$ millions) 6.823 5,834 38.036 42,281
Conversion rate (DEC, locallUS$) 7.9 17.9 43.3 45.7

EXTERNAL DEBT and RESOURCE FLOWS
1980 1990 1999 2000

(US$ millions) Composition of 2000 debt (USS mill.)
Total debt outstandinq and disbursed 20.695 83.717 98.159 100.256

IBRD 827 7.685 7,816 7.063 G: 3.464 A:7,063

IDA 5.142 13.312 18.930 18.886

Total debt service 1,426 8,191 10.109 9,666 18,886
IBRD 137 1,087 1,389 1,421
IDA 50 211 469 505

Composition of net resource flows F 39,285

Official arants 649 512 382 300 7,087
Official creditors 908 2,334 1,068 775
Private creditors 789 1,606 -1,658 4,440
Foreign direct investment 8 97 2,155 2,346
Portfolio equitv 0 6 3,036 2.756 E: 24,471

World Bank propram
Commitments 2,503 2,186 727 2,450 A - IBRD E - Bilateral
Disbursements 826 1,981 1.460 1,739 B - IDA D - Other mulilateral F - Private

Principal repavments 86 586 1.228 1,361 C-IMF G-Short-ter-

Net flows 739 1,395 232 378
Interest Pavments 101 712 630 566
Net transfers 839 683 -398 -188

Development Economics 9125/01
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Additional
Annex 11

Environmental Management Plan
This annex outlines key features of the Environmental Management Plan (EMP) developed for the project. The
EA and associated EMP and Pest Management Plan and the PIP provide additional details. Each of the project
activities has a number of environmental issues associated with it. The key environmental objectives and concems
that could be associated with the project include:

Component Key Environmental objectives Key Environmental Concerns
- Mainstream environmental and social issues in Basin Planning and Poor capacity to integrate environmental issues into basin planning

Management - Poor environmental knowledge-base and analytical tools and capacity
- Improve environmental knowledge-base, analytical tools and institutional - Poor basin development plans developed with little inclusion of environmental

linkages for environmentally and socially-sustainable integrated water issues can exacerbate environmental issues such as waterdogging, salinization,
resources management in a basin framework (including wetlands resource conflicts, stakeholder consultation and participation, flooding,

Apex Institxutions management, conjunctive groundwater-surface water management, environmental allocation, etc.
& in-stream flow allocation and enforcement for environmental and other - Poor inter-agency linkages to share information and coordinate activities

P'roject Activities purposes, water quality management, appropriate environmental and - If only up-front large strategic environmental study is carried out, there may be
Coordination social assessment framework for projects impacting water resources little ownership, associated capacity-building or be untimely

availability and quality, etc.)
- Include appropriate environmental issues in water tariffsetting
- Improve multi-stakeholder environmental awareness and encourage

inter-agency cooperation and coordination on environmental issues

- Develop and implement simple and effective environmental guidelines - Poor capacity at UPID to address environmental issues; also poor partnerships
for UPID activities - Environmental concems will be lost in the focus on water delivety

lUP Irrigation - Develop Environmental knowledge base and appropriate modem - Existing environmental knowledge base, analytical capacity and environmental
Department Reform analytical tools to facilitate infomed decision-making at various levels in awareness in UPID and among farmers is weak; Inter-agency infoasation

irrigated agriculture activities from UPID to farmer level sharing is weak

Pilotimtg Reform - Basin concept downscaled to the level of an irrigation canal and - Basin approaches to manage iigated agriculture in UP is a new concept
options associated drainage - Piloting reform options in specific areas could have unknown environmental

- Technical knowledge base, analysis and Institutional coordination to impacts associated with it; fiiture private sector operation options could also
-in water resources achieve environmental outcomes have environmental problems unless adequate safeguards are built-in
managenteit - Public health benefits due to reduced malaria and other water-related - The lessons leamed would not incorporate environmental performance due to

and diseases due to better water resources management and increased poor baseline, monitoring & analysis
-in irrigation & environmental awareness
drainage

- Selection of physical sub-basins includes environmental parameters - Areas selected poorly
Preparation of - Environmental and social objectives included in the prepanatory activities - Environmental assessments not carried out to desired quality
tIPWSRP -11 for UPWSRPI - Environmental capacity of implementing agencies weak and environmental

performance in this project poor, raising concem about environmental
implications of the Program

The key EMP features emphasize:
* covering all aspects of a project - including expected induced impacts
* continuation of all aspects of the environmental assessment into the project at smaller scales - this includes

substantial consultation, screening and scoping (with screening process for each new activity and new
location) baseline data collection and analysis (through spatial knowledge base creation and analysis),
analysis of alternatives (e.g. type of rehabilitation for specific branch, distributary, minor and outlet), further
analysis (e.g. additional studies as required) and access to expertise.

* integration of social and environmental issues and their integration into the project (e.g. through
consultation, joint walkthroughs, etc.)

* targeted capacity-building (through an extensive training program, access to consultants,
partnership-building and an improved knowledge-base and communication network)

* environmental awareness (at the new apex institutions, the UPID, the DASP, the water user clients and
others)

* development of a strategic framework (through a Basin Environmental and Social Assessment and
associated management plan as part of the project for the entire Ghaghra-Gomti basin, where future
investments in the proposed program will be targeted)

* requirement for all new activities to develop an EMP prior to implementation (e.g. rainwater harvesting,
wetland management, etc.)

* systematic development of an environmental knowledge-base and analysis capacity as well as regular
monitoring and evaluation and its integration into decision-making
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The table below summarizes the key provisions made in the EMP for the project:
Component Principal Environmental Enhancement/Mitigation Measures in EMP Key Implementing Institutions (with

Coniultant assistance as n--yessay)
& Timeframe

1. Major effort at building environmental capacity at SWaRA for fiver basin planning, allocation and [Notc on Tirmeframe: All activities hlnaghout
regulation project except where indicated]

2. Development of a significant environmental knowledge-base and analytical capacity on the State and I .State Water Resources Ageiicy (SWaRA)
especially on the Ghaghra-Gomti basin at the SWaRDAC to support the consideration of environmental 2. State Water Resources Data and Analysis

Apex issues at SWaRA and SWaTReC Center (SwaRDAC), Swa RA and State
Ifnstitutions 3. Data-sharing, institutional mechanisms built-in for inter-agency coordination Water Tariff Regulatory C cmeission

4. A Strategic Basin Environment & Social Assessment to be conducted as part of Project to inform Basin (SWaTReC)
planning, develop knowledge-base, build capacity and generate ownership 3. SWaRDAC

5. Provision for identified and unidentified Special Studies and access to environmental expertise 4. SWaRA: Completed by Year 3 -
6. Promotion of Environmental awareness, conumunication, etc. (e.g. through website, State of Water preparation trigger for UP hVSRPI

Environment Report, multi-media events, etc.) 5. SWaRA
7. Encourage extensive envimnmental training activities within and outside the Apex Institutions 6. SWaRA with assistance frotn SWaRDAC

7. SWaRA
8. Significant capacity-building (including staffing, training, access to expertise, partnerships, etc.) at the 8. UPID

UPID to mainstream environmental issues in its activities 9. UPID (with assistance fro n SWaRDAC)
9. Build environmental knowledge base for UPID, integrate environmental issues in the spatial Decision 10. UPID

UP ITrigation Support Systems to be developed 11. UPID, DASP
Department 10. Development of Environmental Guidelines for UPiD operations 12. UPID
Reform 11. Provision for identified and unidentified Special Studies and access to environmental expertise

12. Promotion of Envimnmental awareness, communication, training, etc. (e.g. through website, media
activities) for irrigation and drainage stakeholders

13. Basin approach decentralized to irrigation and drainage networks 13.UPID, Jaunpur Branch Sut- 3asin
14. Environmental capacity-building at the Jaunpur and Imamganj Brmnch Sub-basin Development and Development and Managemient Board

Management Boards (JBSDMB) and Imamganj Branch
15. Safeguards Screening & Mitigation Measures for all piloting activities - frameworks also to be Sub-basin Development awul Management

developed for all relevant new activities that could potentially have environmental impacts; Clear Board (IBSDMB)
Piloting Reform procedures in place to screen impacts, implement mitigation measures, morLitor impacts 14.JBSDMB, IBSDMB
options 16. Pilot environmental reform options in procesesa and activities (Joint walkthroughs, Better land and water 1 5.UPID, JBSDMB, IBSDM B, DASP

management pmctices, Integrated Pest Management, nutrient management, information nianagement) (detailed screening end mitigtion fratnewoek to
17. The Diversified Agriculture Support Project (DASP), another recent Bank-supported project is to be developed, agreed with the tranh and all

implement according to its EMP, which will be regularly evaluated for effectiveness proposed activities subjected :o it befbre
18. Provision for identified and unidentified Special Studies and access to environmental expertise commencement of work)
19. Promotion of Environmental awareness, communication, training, etc. (e.g. through multi-media 16.UPID, IBSDMB, IBSDMB, DASP

activities, computer kiosks, demonstration plots, field visits, etc.) for basin stakeholders 18.UPID, iBSDMB, IBSDMB, DASP
19.UPID, IBSDMB, IBSDMB, DASP

20. Development and evaluation of achievable and substantive triggers on environmental performance in 20.UPID, SWaRA
Preparation of UPWSRP 21 UPID, SWaRA
UPWSRP -41 21. Integrated environmental and social assessment for UPWSRP II that would help identify all key

environmental and social issues

The accompanying figure illustrates the application of
the overall EMP to the physical works program by type 
of investment in the piloting of reform options -
particular attention has been paid in the EMP to the
physical investments in PRoIDO and PRoWARM.

94I- ',,. .0 AE,,
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Provisions have been made to ensure that the provisions of the EMP are complied with and are outlined in the
following table:

Stage Activities
Initial Stages - Hold consultations at Branch-level and Distributary-level

- Social and Environmental Assessment for Distributory (selecting about 3 villages each in head, middle and tail reaches) to get social and envirosmental
profile of area (using village and household surveys, focus-group discussions - including with women, use of remAte wensing and topoigraphtc data, etc.)

. Analyze results of the Decision Support Systems developed for the area
- Generate maps of the area served by minor and its drainage basin(s), indicating villages
* Awareness visits
- Train all relevant persomel in UPID, DASP and other associated entities
* Assess the need for additional studies/EAs

Mobilization and - Identify all key stakeholders of the Minor Basin
Design Stage - Have consultative meetings on project (disseminate information on project, agree on schedule for joint walkthroughs)

-Mobilize farmers and other stakeholders in Minor Basin
- Conduct Joint walkthroughs and other consultations to scope detailed environmental and social issues
- Problems with the physical system
- Distributional inequity (e.g. water not reaching the tail end)
- Competition over water (e.g. scarcity, pollution problems and spatial and temporal occurance and trends)
- Waterlogged areas (months waterlogged with indicative sizes on maps) and areas with drainage problems
- Public health problems relating to water (e.g. malaria, water-bome diseases, pollution, etc.)
- Industries located in Minor basin or affecting water quality or quantity in minor basin
- other social and environmental issues
- Seek inputs into design (e.g. outlet relocation, etc.)
- Determine potential of land acquisition and economic rehabilitation required

Baseline benchmarking of key indicators (e.g. public health, yields, production, tariff collection efficiency, etc.) and identification of any special M&E
indicators for Minor Basin

- Special consideration for M&E (e.g. locations f6r groundwater monitoring, wetiand monitoring, participatory indicators, etc.)
- Engineering Consuhant reviews state of the Minor
- Draft design of minor rehabilitation based on consultation and engineering considerations
- Finalization of design based on consultations with stakcholders
- Ensure that if any land acquisition and economic rehabilitation is required, it is done according to the framework laid out in the R&R policy of the sector
- Conduct Additional studieslassessments required and assess the need for any more

Rehabilitationw - Include standard and any additional environmentallsocial clauses into Contracts
Modernization - Ensure that Contractor consults key stakeholders before initiating work and that the scope of work is clearly outlined
Process . Ensure that any desilted material is disposed of by contractor in a socially and environmentally acceptable manmer

- iPM awareness-building, piloting and training
IPost-Rehabilitat - Monitoring & Evaluation Process: Decide on monitoring strategy for each minor basin (responsibility, frequency, extent, parameters, bencbmarking,
ion comparison, dissemination)

- Positive Feedback: Recognition of good performance by farmers and villages (e.g. on results of M&E benchmarking on 1PM use, organic farming,
environmental management, etc) during farmer days and other events

- Determine suitability for awareness visits to illustrate successes or demonstrate pitfalls
- Engage Independent M&E Consultant Sample Surv,.,. and Reports
- occassional Reviews
- Assess need for and implement any follow-up studies or mitigations/enhamcement measures

A screening classification system has been developed to guide the level of additional environmental work that
needs to be undertaken for project activities. The project includes technical assistance to ensure that this screening
is implemented and streamlined in early stages of implementation. Any exception to this framework must be
communicated to and agreed with the World Bank before commencement of any physical works.

Category Triggering Characteristics Requirement
Inadmissible - Work that involves any work that could threaten any critical or sermi-cfitical

habitats
- Work that does not address environmental issues adequately as per the
triggers and requirements specified in this table Not taken up as Project Activity

- Work that does not conform to Gol or GoUP environmental or social
legislation or World Bank environsent and social safeguard poliies

A - Work that may affecct Natural Habitats . A detailed Environmental Assessment Report should be prepared. Public
- Work that involves large civil works (work on Main Branches, work that may consultations must be held to discuss plans and recommedations.

involve creating diversion canals) Alternatives must be analyzed. A detailed mitgation plan and
- Work that involves resettlement and rehabilitation resettlement action plan must be developed satisfactory to the

Association.
_ The EMP should be cleared by PACT and the Association

B - All normal rehabilitation at distributary-level - Joint Walkthroughs
- Most rehabilitation at minor level (except as indicated in Category C below) - A rapid environmental assessment is to be conducted with Joint
- Piloting Reform options in Water Resources Management (ProWaRM) Walkthroughs

activities [the exact type of activities will depend on the consultations in the - In the case of ProWARM actvities, a framework EA for each type of
branch basin boards to be formed but are expected to .clude activities such as activity will be developed and agreed with the World Bank before
rainwater harvsting and waterlogged area management] physical works commence

- Frequent consolidated reviews by PACT
C - Minimal work on Minors that does not involve any significant activities (e.g. - Joint Walklhroughs

where outlets are not to be moved) - No environmental assessment is required, but any enviromnmental issues
- The environmental impacts have already been adequately studied as part of that arise at any stage will be addressed

__ other relevant studies (as determined by PACT) - occasional reviews
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A summary of the key environmental indicators that will be monitored and integrated into the project M&E systerri
include:

Category Indicator Nlonitoring Information Monitoring Agency
Remote * Landuse and Landcover changes of Jaunpur * Cropping changes, waterlogging changes * Contracted out
Sensing Branch Sub-basin (JBS) and Imamganj Branch * Success of diversification
Surveys Sub-basin ocoarse spatial and temporal level for * Identification of and change in sodic lands

entire basin and finer level for selected areas where
reforms are piloted.

Groundwater * Groundwater levels * Indication of critically waterlogged areas * Gontracted out
Monitoring * Groundwater quality * Indication of suitability of groundwater for * Information from existing

various uses sources (e.g. GW
* Indication of positive and negative impacts of department, UPRS AC,

project on groundwater levels and quality etc) also used
Surface Water * Surface water flows in branches, distributaries * Indication of positive and negative impacts of * Monitored by UP[D
Monitoring (outlets where automatic meters are installed) and project on surface water flows and quality using MIS netwo:k:

main drains * Indication of suitability of surface water for * Contracted out
* Surface water quality various uses

* Efficacy of drainage improvements
Wetland * Wetland area * Change in waterlogged area * Survey Consultant, using
Monitoring * Positive Value (habitat, fisheries, groundwater * Any positive or adverse impacts on existing results of remote ;:ensing

recharge, etc.) wetlands work, field measurements
* Nuisance Value (mosquito breeding, etc.) * Creation of new wetland/waterlogged areas and interviews

Pest/Nutrient * Pests in local area * Promotion of Local expertise and traditional * Monitoring by the UP
Management * Indigenous Technical Knowledge on pest and pest and nutrient management techniques Diversified Agric ilture

nutrient management * Availability of banned pesticides in local Support Project
* Pesticide/HerbicidelFertilizer Application otype, markets * Third Party Monil oring

frequency, intensity and spatial and temporal * Soil testing results used for Integrated Nutrient
distribution Management approaches oe.g. type and

* Types of pesticides available in local markets and requirement of fertilizers
associated extension service efficacy * Extension service design and efficacy

* Soil Testing
Participatory * Simple environmental indicators to be developed * Environmental and Social equity and efficiency * Water User Associations
Indicators and monitored by Water User Associations indicators associated with the project and other Village-level

(WUAs) oincluding malaria and other water-bome * Public health impacts of improved drainage institutions
disease incidence, use of tubewells, satisfaction
with irrigation and drainage services, water
resource management reforrn pilot successes, etc.

The information collected will be entered as far as possible into electronic databases in GIS format to
facilitate spatial and temporal analysis. The information will be presented in easy-to-understand maps designed fir
various audiences. These environmental indicators will be an integral part of the overall M&E framework for the
project. The information flow, assisted by the extensive MIS to be developed by the project will not only be used t,
overlay and cross-check information from a variety of sources, but primarily to be integrated into decision-making
at all levels and for communication back to various stakeholders. In addition to facilitating quick mid-course
corrections as required in various project activities to enhance positive environmental and social impacts and
minimize and mitigate negative impacts, a key role for the M&E information will be as a tool for environmental
awareness. The progress on the M&E indicators and use will itself be monitored, evaluated and updated regularly.
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Additional Annex 12Policy Framework Letter
INDIA: Uttar Pradesh Water Sector Restructuring Project
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INDIA

Uttar Pradesh Water Sector Restructuring Project
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