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1. Key development issues and rationale for Bank involvement 
 

In spite of significant progress in poverty reduction in the state of Andhra Pradesh, there are 
some poverty issues that continue to remain stubborn, such as ensuring 100 percent inclusion of 
the poorest of the poor and the most vulnerable in the communities who have been left out and/or 
regressed back to poverty due to recent food and financial crises. The poorest in Andhra Pradesh 
(AP) continue to face the challenges of limited access to financial resources, livelihood 
opportunities and the market, further compounded by higher risks and vulnerabilities in their 
lives. There is, nevertheless, a potential to address this and scale up the development impacts of 
prior poverty reduction projects that have demonstrated successful results in improving the lives 
of the poor. By specifically targeting the poorest of the poor, increasing their access to social 
safety net benefits, and creating wider convergence with government’s anti-poverty programs, 
this goal can be achieved. 
 
2. Since 2003, the Andhra Pradesh Rural Poverty Reduction Project (APRPRP – Project ID 
P071272, IDA Credit 3732-IN) has been supporting the rural poverty reduction program of the 
Government of Andhra Pradesh (GOAP). Approved for an original IDA Credit of SDR 114 
million (IDA-37320), APRPRP became effective on May 12, 2003. Its overall goal was to enable 
the poor to overcome poverty through a holistic approach of facilitating and promoting 
empowerment, opportunities, security, and equity. APRPRP has demonstrated that the poor can 
improve their livelihoods and quality of life much more effectively by being part of strong self-
managed and self reliant institutions. Hence, a first additional financing for IDA Credit of 42.70 
million SDR (US$65 million, IDA-37321) was approved and became effective in September 
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2007. The APRPRP is now the single largest anti-poverty program of the GOAP being 
implemented in all the 22 districts of AP based on the approach that building and nurturing 
institutions of the poor is a core investment for poverty reduction.  

3. While the previous investments have contributed towards establishing self-reliant 
institutions of the poor that have managed to access US$4.3 billion from commercial banks and 
create multi-layered development impacts on the lives of the poor, second additional finance will 
scale up the impact of the project and its development effectiveness, bringing in higher returns 
on the investment and mitigating poverty related risks. The project has so far mobilized over 10 
million poor women into 0.93 million Self-Help Groups (SHGs) and their federations of 36,391 
Village Organizations (VOs), 1099 Mandal Samakhyas (MSs) and 22 Zilla Samakhyas. This 
institutional platform of the poor has been used by the poor to engage in various livelihoods 
activities such as milk procurement centers where about 140,000 dairy farmers pour milk; 
marketing centers for farm products that brings in 30-40 percent better market prices to the 
farmers; community managed sustainable agriculture adopted by over 322,000 farmers; and 609 
nutrition-cum-day care centers targeted towards pregnant and lactating mothers, among others. 
The community based organization of the poor also act as franchisees for the largest insurance 
company in India to offer protection to the poor. Encouraged by such outcomes and possibilities 
of achieving higher impacts in future, GOAP is requesting additional financing of SDR 64.13 
($100 million) which will carry on the project till 30 September, 2011. The World Bank is 
supportive of this approach and goals of GOAP. Furthermore, the second additional financing of 
APRPRP is fully consistent with the new Country Strategy (FY2009-2012, CAS) for India which 
focuses on inclusive growth, sustainable development and increasing the effectiveness of public-
financed service delivery and is in consonance with the proposed APRPRP’s strategy on 
achieving inclusive pro-poor development by building the institutional capacity of the poor.  

4. As in the case of the first additional financing, neither the project objectives nor the 
components will change under the second additional credit. 

Proposed objective(s) 
 

5. The objective of the APRPRP is to enable the rural poor, particularly the poorest of the 
poor, in AP to improve their livelihoods and quality of life. The objectives of APRPRP include: 
(i) expansion of the geographical coverage from six districts to the entire state; (ii) a sharper 
focus on the poorer and more vulnerable members of rural communities; (iii) greater 
convergence of health, education, nutrition, natural resource management, and antipoverty 
programs; (iv) emphasis on livelihood issues of the poor with a focus on sustainable rain-fed 
farming systems, value addition, job creation and non-farm employment opportunities; (v) 
piloting of social risk management instruments to reduce risks faced by the poor; and (vi) 
inclusion of other stakeholders, especially local governments, private sector, and civil society, in 
the implementation of the program. 
 
Preliminary description 
 
6. The proposed second additional financing will focus on (i) building capacity of the higher 
level institutions of the poor to perform more efficiently and effectively, and offer enhanced 
services; (ii) ensuring inclusion of majority of the poor in AP by bringing in the poorest and the 



most vulnerable; (iii) expanding and strengthening livelihoods activities of the poor; and (iv) 
increasing poor people’s access to social safety net benefits and entitlements, health and nutrition 
services and creating wider convergence with government departments implementing anti-
poverty programs to bring about higher impacts on poverty reduction.  It will also focus on 
increasing the efficiency, effectiveness and sustainability of the community organizations 
through extensive use of Information and Communication technologies and computerization of 
the information systems. The project will continue to use the same institutional platform of the 
poor that has been created and used in the earlier phases of the project wherein the poor are 
organized into Self Help Groups (SHGs) federated into Village Organizations (VOs) at the 
village level, Mandal Samakhyas (MSs) at the sub-district level and Zilla Samakhyas (ZSs) at the 
District level.   

Component 1: Strengthening Institutional, Social, and Human Capital 

7. The focus of Component 1 under second additional finance would be on mobilization of 
the poorest and the most vulnerable in the communities to make them a part of the institutions of 
the poor. It will incorporate alternate mobilization approaches and new financial products to 
enable them to develop their institutions and access the project benefits. Estimated 0.82 million 
new households will be covered under additional financing raising the coverage of poor 
households to 100 percent. Such extended coverage of the program necessitates the managerial 
capacity of those implementing the program multiple levels of institutions to be
strengthened. 
 
Component 2: Community Investment Fund (CIF) 
 
8. CIF general component is designed to transfer financial and technical resources to 
Community Based Organization (CBOs) in (i) social development, (ii) productive physical 
infrastructure, (iii) income-generation and livelihood improvements, and (iv) land lease and 
purchase. As a result, the institutions of the poor have collective internal funds (savings and 
corpus) of US$ 805 million and have leveraged commercial bank linkages of US$ 4.3 billion 
since 2005, far exceeding the expected goals of US$ 62 million. The value of assets at the 
household level has almost tripled i.e., from US$1032 to US$2974 on an average between year 
2000 and 2006. Correspondingly, there has been an increase in income, from US$483 per annum 
to US$1041 per annum in the same period. Meanwhile, the cumulative CIF expenditure of the 
project is US$ 197.5 million.  In the second additional financing, CIF will be specifically 
targeted to the poorest of the poor and the most vulnerable in the communities. 
 
Component 3: Project Management 

9. The Society of Elimination of Rural Poverty will continue to implement the project with 
extensive support of the institutions of the poor and their federations (VOs, MSs and ZS). With 
the expansion of the project responsibilities and the goal of sustainability of the project - more of 
project responsibilities being taken over by the federation of the poor, the project needs to 
support systems to manage its functions in a more efficient manner. Incorporation of information 
technology, implementation of a strong governance and accountability plan and adoption of a 
comprehensive monitoring and evaluation mechanism, all contributes towards it.  



Safeguard policies that might apply 
 
10. The environmental classification of the ongoing project is Category B. The activities and 
investments to be supported under the additional financing will be substantially similar in scope 
and scale to those being currently implemented under the project. The ongoing project has a 
Category B environmental classification, with no significant impacts on human populations or 
ecologically important areas. The comprehensive Tribal Development Plan clearly defines the 
guidelines and procedures for engaging with the Tribal population which are being effectively 
implemented. The progress report on the activities carried out in relation to the plan is being 
prepared and will be reviewed at appraisal stage. 
 
11. Tentative financing 
Source: ($m.) 
Borrower 
IDA 

32.40 
100.00 

Borrowing Country’s Financial Intermediaries XX 
Local Communities XX 

Total 132.40 
 
12. Contact point 
Parmesh Shah 
Title: Lead Rural Development Specialist 
Tel: (202) 458-5918 
Fax: (202) 522-1770 
Email: pshah@worldbank.org


