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Foreword

Poverty reduction is at the highest priority for
Nepal. The sole objective of the Tenth National
Development Plan has been poverty reduction.
The plan, also known as Poverty Reduction
Strategy Paper (PRSP), has four major pillars;
broad based sustainable economic development,
social development, targeted programs and
good governance.
It is in view of the need for special efforts in
reaching the poor and disadvantaged section of
the Nepali population, in line of the targeted
programmes (social inclusion) of the PRSP,
Poverty Alleviation Fund (PAF) Ordinance 2060
was issued, which states: "with the active
participation of the poor and the marginalized
groups of the society the Fund shall run various
poverty alleviation programs and shall provide
necessary assistance and funds to organizations
involved in similar works."
PAF has pursued bottom up approach of project
planning and selection, and is supporting what
community finds best suited for themselves. By
placing the target communities at the driving
seat, PAF encourages them to take initiatives to
improve their livelihood, particularly bring them
together into community organizations. And this
has contributed for the sustainability of the
poverty targeted initiatives.
As a Vice Chairman, it has been very satisfying
for me to see the evolutionary process through
which the Poverty Alleviation Fund (PAF) passed
during its first year of implementation and its
emergence as a lead apex institution of the
country, enjoying the goodwill and support of
all stakeholders.
It is encouraging to see that out of total 22,000
beneficiaries' CO member households during the
reporting period, 61 per cent households are
from the hard core poor category and 24 per
cent from medium poor category. In terms of
target beneficiaries' households, 45 per cent are
from Dalit and 32 per cent from Janajati while

56 per cent of the total beneficiaries are female,
which clearly demonstrate our commitment
towards the vast majority of population who
were excluded from mainstream development
by the reasons of gender, ethnicity and caste.
Our experience in the six pilot districts has amply
demonstrated that 85 percent of the resources
have reached the poor directly and only 15 per
cent of the resources have been spent on the
capacity enhancement of the partner
organizations, which ultimately support the
community organizations activities.
I am thankful to the Board of Governors and all
professional staff of the PAF who have given so
much of their valuable time towards refining
the policies and procedures of PAF. Coming from
different background and experience, they
consistently add new values and dimensions to
Poverty Alleviation Fund (PAF).
I would like to take this opportunity to thank
the World Bank for the support and forging
partnership with the PAF.
We hope this report, which has attempted to
showcase the accomplishments in the fiscal year
2004/05, would be helpful to all concerned for
sharing information on various dimensions of
demand led community development initiatives.
Finally, I would like to pay tribute to all the
stakeholders including the members of the
community organizations and partner
organizations without whose support and active
participation PAF would not be where it is today.

Mohan Man Sainju
Vice Chairman
PAF
8 January 2006
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Abbreviations
CAP
CB
CBS
CI
CO
CCP
CBOs
CG
DDC
EIA
FMR
GOs
HH
HMGN
HRD
IDA

Community Action Plan
Capacity Building
Central Bureau of Statistics
Community Infrastructure
Community Organization
Community Contribution Plan
Community Based Organizations
Community Group
District Development Committee
Environmental Impact Assessment
Financial Management Report
Governmental Organizations
Household
His Majesty’s Government of Nepal
Human Resource Development
International Development
Agency
IEE
Initial Environmental Examination
IESE
Initial Environmental and Social
Examination
IG
Income Generation
LDF
Local Development Fund
LDO
Local Development Officer
MDGs Millennium Development Goals
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MIS
NGO
NOA
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OA
OAG
O&M
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PMR
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PRSP
PSOs
RBB
R&D
SM
SA
TAC
UG
USD
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VCDP
WB

Management Information System
Non Governmental Organization
Non Operating Account
National Planning Commission
Operating Account
Office of the Auditor General
Operation and Maintenance
Poverty Alleviation Fund
Portfolio Manager
Project Management Report
Partner Organization
Poverty Reduction Strategy Paper
Private Sector Organizations
Rastriya Banijya Bank
Research and Development
Social Mobilization
Service Agency
Technical Appraisal Committee
User Group
United States Dollar
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Community
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World Bank

Annual Report
(Fiscal Year 2061/2062: July 16, 2004 to July 15, 2005)

Table of Contents
From Aspiration to Action: Executive Director’s Report
Chapter 1—P
AF
1—PAF
AF:: An Overview
1.1 Context
1.2 Objective
1.3 Strategy
1.4 Approach
1.5 Programme Area
Chapter 2: PPAF
AF
’s Social Inclusion PPerspectives
erspectives
AF’s
Chapter 3: Reaching out the Poor
3.1 Social Mobilization
3.2 Community Organization
3.3 Partner Organization
Chapter 4: Demand Driven Community Sub-projects
4.1 Demand Driven Approach
4.2 Income Generation & Micro Enterprise
4.3 Community Infrastructure
4.4 Special Window Programme
4.5 Community Funding and Cost Sharing
Chapter 5: Capacity Building
5.1 Background
5.2 Initiatives for Capacity Building
Chapter 6: Coordination and Monitoring
6.1 Coordination, Linkages and Partnership
6.2 Monitoring and Evaluation
6.3 Research and Development
6.4 Management Information System (MIS)
Chapter 7: Organizational Development
7.1 Ordinance, Rules, Staffing
7.2 Vision, Strategy and Project Effectiveness
7.3 Consultants
7.4 Communication
Chapter 8: Financial Management
8.1 Financial Planning, Administration and Monitoring
8.2 Financial Status for Fiscal Year 2061/62
Chapter 9: Lessons and Challenges

11
15
15
16
16
16
18
19
21
21
22
25
27
27
29
31
33
36
41
41
41
43
43
44
46
47
49
49
50
50
50
51
51
53
55

Annual Report 2004/05

7

List of Annexes
Annex-1
Annex-2
Annex-3
Annex-4
Annex-5
Annex-6

Images of PAF Activities
Media Clippings
Poverty Alleviation Fund: Community Organization
(CO) Level Monitoring Requirements & Indicators
Organization Structure of Poverty Alleviation Fund
Poverty Alleviation Fund - Board of Governors
Poverty Alleviation Fund-List of Staff

57
63
64
68
67
69

List of Tables
Table
Table
Table
Table
Table
Table
Table
Table

1
2
3
4
5
6
7
8

Table 9

8

Poverty Alleviation Fund Nepal

COs Registered and Sub-Project Agreement.
Gender wise Community Organization’s Members.
Caste and Ethnicity wise Community Organization Members.
District wise Partner Organization and Coverage.
Details of Infrastructure Sub-projects in Six PAF Districts.
Details of Selected Innovative Proposals.
List of PAF Funded Initiatives.
CO Registration, Agreement for Sub-project and
Disbursement Status.
Detail of Budget and Expenditure: Budget vs.
Expenditure (Fiscal year- 2061/2062

23
24
25
26
32
34
35
37
54

Annual Report 2004/05
Annual Report 2004/05

99

10

Poverty Alleviation Fund Nepal

Executive Director’s Report:

From Aspiration to Action
In the past one year, we have tried to concentrate
efforts on translating our aspirations into actions.
We were entrusted to implement a new
development approach to reach out to the
excluded and marginalized communities and,
at the same time, to develop Poverty Alleviation
Fund (PAF) into an instrument to better
coordinate development efforts, targetting the
poor. It was a challenging as well as a rewarding
experience for us to reach out to the poor and
socially excluded groups.
As we know, PAF has been implementing
targeted demand-driven community based
programmes, directly supporting the third pillar
of the Tenth Plan/PRSP of His Majesty’s
Government of Nepal (HMG/N), i.e. targeted
programme. The purpose and the overriding
mission goal of PAF is to reduce extreme forms
of poverty in the programme districts. PAF
intends to assist in reducing the level of poverty
to 10 percent in 20 years in pursuant with the
long term goal of His Majesty’s Government;
and to reduce poverty by half by the year 2015
as per the Millennium Development Goals
(MDGs). PAF envisions a democratic, just,
equitable and sustainable Nepalese society.
Initially, PAF selected six districts, namely
Darchula, Mugu, Pyuthan, Kapilbastu,
Ramechhap and Siraha for programme
implementation. Besides these project districts,
it is implementing innovative programmes in
other districts as well under the special innovative
window programme.

The fiscal year 2061/62, which is also the first
year of PAF implementation, consumed a large
chunk of time in pre-implementation activities.
Based on the experience of a few months in
programme implementation, we are now in a
position to claim that we are heading towards
the right directions as we were able to reach
out to the sizeable cluster of target communities.
We have seen tremendous response towards PAF
approach in the grass root level. In short, we
have been able to reach out to the poor, who
have remained excluded for the reasons of sex,
caste and ethnicity, among others.

Reaching Out to the Poor
The main challenge before PAF is to reverse the
present trend by reaching to the poorest people
with more resources and bring them into the
centre of development. PAF has taken the
strategy to support the idea that poor people
should themselves be organized to prepare,
implement and manage their program and they
should be in the driving seat, with decision
making authorities. Participatory community
well- being ranking process identifies the poor
community members as primary beneficiaries.
During the reporting period, 707 Community
Organizations (COs) are formed, of which 694
COs are from PAF selected six districts and 13
COs are from innovative special window
programme districts, namely Baglung, Rasuwa,
Makwanpur, Nawalparasi.
Out of 707 registered COs, an agreement has
been made with 595 COs (of which 582 are in
Annual Report 2004/05
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PAF selected six districts and the
remaining in innovative special
window programme districts) to
implement the community
proposal, prepared through a
participatory planning process.
These community proposals
began arriving at PAF secretariat
from April 2005.
Among the total 22, 000
households beneficiaries as
members of Community
Organization (CO), 61 per cent
households fall under hard core
poor category (i.e. food
sufficiency less than 3 months,
among other criteria fixed by the
community), 24 per cent
households fall under medium
poor category (i.e. food sufficiency
more than 3 months but less than
6 months, among other criteria set
by the community), and 15 per
cent households fall under poor
category (i.e. food sufficiency
more than 6 months but less than
a year, among other criteria set by
the community). Again, among
those beneficiary CO member
households, 45 per cent are from
Dalit and 32 per cent from Janajati
communities. Likewise, 56 per
cent of CO members are female.
When we compare this figure
with district population, the PAF
coverage for Dalit and Janajati
population proportionately
exceeds district households of
Dalits and Janjatis. This clearly
demonstrates that the programme
is reaching out to the poor Dalits,
Janajati community and the women
as envisaged. We have made it
mandatory that the key positions
such as President, Secretary and
Treasurer in the CO must be
assumed by the Dalit, Janajati and
Female members of the CO.
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Demand Driven Sub-projects
and Activities
As sub-projects are prepared and proposed by
the community, wide varieties of activities under
Income-Generation Sub-Project and
Infrastructure Sub-Project are being supported
for implementation.
The income generation sub-projects chosen by
the target groups are in the areas of (i) Agriculture
and Agro-Forestry (ii) Livestock/Animal
Husbandry (iii) Manufacturing/Cottage Industry
(iv) Trade Sector, and (v) Service Sector.
The infrastructure sub-projects are linked to
improve livelihood and socio-economic status
of the poor community. The infrastructure subprojects include micro-irrigation, small village
link roads, culverts, wooden bridge, wire bridge,
micro-hydro, water supply, sanitation, extension/
rehabilitation support for school building, and
health post building.
Though the infrastructure projects are primarily
managed by the PAF target community and
Community Organization affiliated with PAF, the
project also covers other community members
since it benefits a larger community. So all the
beneficiaries participate in the process and
contribute for the infrastructure project and in
some cases separate Users’ Committee under
the management of CO are also constituted.
Currently in four districts, the PAF Special
Window programme is addressing innovative
project proposal to encourage innovative
projects that target the poor and vulnerable
communities and create opportunities for
replication in other areas.

Community Direct Funding
and Cost Sharing
PAF believes that the direct community financing
brings financial transparency and ensures
community ownership over the initiative. A
policy sensitive to the poor has been adopted
to enable Community Organizations (COs) to

operate bank account easily and arrangements
have been made with Rastriya Banijya Bank
Nepal, as a development partner of PAF. In the
Fiscal Year 2061/62, agreements were made
with 595 COs amounting to Rs. 24,01,97,944.
Of the total agreed budget, funds were disbursed
to 497 COs amounting to Rs. 19,96,52,928 to
the community account.
The fact that the community is sharing 22 per
cent of the total sub-project cost (both in cash
and kind) demonstrates community ownership
towards sub-projects chosen by them.
Communities have also shown willingness to
assume full responsibility for operation and
maintenance of their infrastructure sub-scheme
and run income generation sub-projects with
revolving fund.

Working through POs
In order to support the community development,
altogether 64 Partner Organizations (POs) are
working with communities (61 in six PAF districts
and 3 in other districts under the innovative
special programme window) in 222 VDCs (of
which 196 are from six PAF districts).
POs are supporting targeted communities to
organize, develop capacity, plan activities, carry
out detailed survey design estimates and submit
proposal for implementation, besides technical
assistance and feed-back for monitoring in
different stages of implementation.

HRD and Capacity Building
During the Fiscal Year, several preparatory works
were carried out. PAF prepared and approved
its vision document based on PAF Ordinance
and PAF Rules. PAF also recruited, oriented and
deployed 14 professionals, including Division
Chiefs and 12 Support Staff members. In the
process of programme implementation, district
orientation on PAF program were carried out in
the respective districts and separate donor
meetings were organized to inform the donors
about PAF. Subsequently, PAF as a team
developed detailed guidelines for POs on
implementation, with process as well as forms
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and formats to be used during the process based
on PAF vision and Operation Manual.
Orientation and training to PO staff are carried
out with due priority on PAF strategy and
implementation modality.

Monitoring, Coordination
and Linkages
Arrangements have been made to provide
necessary technical assistance and support to
communities in programme implementation
through Partner Organizations (POs). Partner
Organizations organize monthly meetings to
share implementation progress and lessons learnt
in their respective districts. Portfolio Managers
actively participate in most of such meetings.
Apart from this, Portfolio Managers have also
begun monitoring activities in the communities
directly.
The co-ordination with DDCs/VDCs has been
maintained right from the beginning of the
programme implementation. Partner
Organizations (POs) are selected on the basis of
their local track record and other specified
criteria, in coordination and consultation with
VDCs/DDCs. The proposed sub-projects are
appraised in the field and considered for
implementation in co-ordination with DDCs so
as to include them in the DDC annual plan. The
status of implementation is sent regularly to
DDC to facilitate monitoring and further
planning.
In several cases, particularly in Mugu, Darchula
and Ramechhap districts, linkages had also been
established with other programme activities to
supplement the program from each other’s
activities.
The Management Information System is being
developed and used simultaneously in order to
meet the information needs and to directly
support the implementation process by
providing computer- based interface.
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Financial Management
In FY 061/062, the total PAF expenditure has
remained at NRs. 24, 73, 22,605.53, which is
92.28 per cent of allocated budget. Of the total
expenditure, 91.8 per cent is in Community
Sub-Project Implementation through CO & PO
(80.9 per cent through CO and 10.9 per cent
through PO). In addition, PAF limited its
operation/recurrent cost to 4 per cent,
expenditure in Monitoring, Training, Studies and
Other Support is 2.6 per cent and 1.6 per cent
in capital investment for PAF. Of the total
expenditure, 92 per cent is from IDA Grant and
rest 8 per cent is from HMG/N source.

The Way Forward
In the current Fiscal Year, PAF plans to expand
its programme in 19 new districts and six initial
districts. After the inclusion of the 19 districts,
PAF will cover all the 25 districts from Group –
C, categorized by CBS/NPC based on 28 socialeconomic indicators.
PAF also envisages the needs to have better
linkages with local authorities, line agencies and
other programmes in order to meet the
challenges of wide varieties of activities being
implemented as per the demand of the
community. Again, such linkages are inevitable
for long-term sustainability of the programme.
PAF anticipates other levels of community
demand and activities that are linked
with first demand of the community to
make it more holistic.

Raj Babu Shrestha
Executive Director (PAF)
6 January 2006

Chapter 1

A targeted community of Narahablkawa VDC, Siraha District

PAF: An Overview
1.1 The Context
Even after nearly five decades of
planned development, one third of the
Nepalese are still living in absolute
poverty—deprived of basic amenities
of life such as food, clothing, shelter,
health, education and drinking water.
The poor live predominately in rural
areas and engage in subsistence
agriculture on small plots of low quality
land, have limited access to credit,
infrastructure, markets and basic social
services, often because of remoteness,
and rely heavily on seasonal migration
and remittance.
Certain castes, ethnic groups, women
and those living in remote areas are
socially excluded and lag seriously
behind in terms of income, assets, and
most human development indicators.
Nepal can not think of achieving any
development goal by, excluding this
large population of deprived groups.
Poverty Alleviation Fund (PAF) is a
targeted programme initiative to

support the third pillar of the Tenth
Plan, which is targeted programme.
Broad-based and sustainable economic
development, social development and
good governance have been
enunciated as the other three major
pillars of the Plan, which is also known
as Poverty Reduction Strategy Paper
(PRSP).
Justifying the necessity and the
rationale of the Fund as a separate
entity, in its preamble, the PAF
Ordinance 2060 states that “with the
active participation of the poor and the
marginalized groups of the society, the
Fund shall run various poverty
alleviation programmes and shall
provide necessary assistance and
funds to organizations involved in
similar works.”
The PAF starts with the realization by
HMG/N that ad hoc efforts to assist
the marginalized groups in the past did
not become sufficiently effective, and
Annual Report 2004/05
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that government institutions face inherent
difficulties in allocating limited resources to
those who have the least political voice.
So the main issues before PAF are: i) Reaching
out to the poor and excluded communities (poor
women, Dalits and indigenous people), ii) Plan
and implement demand driven programme to
improve access to income generation and
community infrastructure for the groups that

have been excluded by reasons of gender,
ethnicity and caste as well as for the poorest
groups in rural communities through their own
organizations, and iii) Finance directly to
community organizations on cost sharing basis
to implement and manage their programmes
by the poor themselves. The main challenge is
to empower the poorest people with
more resources and bring them into
the centre of development.

1.2 The Objective
PAF will contribute directly to achieve the following national objectives:
•
To reduce the level of poverty to 10 percent in 20 years in pursuant with the long-term goal
of His Majesty’s Government; and
•
To reduce poverty by half by the year 2015 as per the Millennium Development Goals (MDGs)
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1.3 The Strategy

1.4 The Approach

To implement the program, PAF envisages the
following strategies:
•
Enable poor people through social
mobilization and capacity building to
organize and obtain quality basic services
in cost-effective and sustainable manner
with their direct involvement in
identification, planning, designing,
executing and managing, operating and
maintaining the schemes/programs
•
Use Partner Organizations (POs) to
mobilize, organize, build capacity of the
poor, vulnerable people and their community
Groups or Organizations to implement the
program components. POs include the local
bodies, Non-Governmental Organizations/
Community-Based Organizations (NGOs/
CBOs) and Private Sector Organizations (PSOs).
•
Build partnership with various
organizations working in its (PAF) areas of
operation at the village, district and national
level in order to ensure holistic development
intervention to bring discernible impact on
poverty reduction and scaling up the
programmes in considerably less time.
•
Build PAF as an independent, autonomous
and a professional organization sensitive
to the needs and aspirations of the poor,
expected to comprise a lean and thin
structure with a core professional staff only
and act as a facilitator.

Demand Driven Program

Poverty Alleviation Fund Nepal

PAF has adopted a demand-led communitybased approach to poverty alleviation. By
keeping the target communities at the driving
seat, it encourages to take initiatives to improve
their livelihoods, particularly by organizing them
into community organizations. They plan what
they need, prioritize and implement on the basis
of their capacity and local resource potentials.

Direct Community Funding
PAF has developed direct-funding mechanism
to community for the effective implementation
of the sub-projects proposed by the community.
It provides resources directly to the poor, and
thereby expects to bring efficiency and
transparency of the work, and ensure
community ownership. PAF is guided by the
principle that the poor themselves are the best
source of information and the best to manage
their needs and resources.

Community Cost Sharing
Community cost sharing/community
contribution is mandatory for sustainability and
ownership building of the sub projects. A
community needs to contribute 20 per cent for
infrastructure sub-projects and 10 per cent for
income generating sub projects.

Community Institution Building
PAF envisages developing the Community
Organizations (CO) as an established institution
in the long run. For the purpose, the COs are
being facilitated by Partner Organizations (PO)
for planning, designing and managing the subprojects by themselves.

capacity of communities to implement the
schemes in cost-effective manner and to operate
these schemes in a sustainable manner. This
component also includes capacity building of
Partner Organizations, local bodies, microfinance intermediaries and support for
Information, Monitoring and Evaluation.

High Transparency in Process
PAF believes in transparency in technical and
financial process of the sub-projects. For the
purpose, PAF has made provisions for
maintaining display boards at the project sites
and carry out Public Audit periodically.

Co-ordination
Coordination and networking with the local
bodies, other line agencies as well as other
development organizations will be carried out
to ensure a holistic development intervention
for supplementary and complimentary role and
learn from each other. The sub-projects will be
included into District Development Plan in
coordination with District Development
Committee (DDC). PAF envisages coordination/
networking with the local bodies and other line
agencies as well as other development
organizations to create a discernible
impact on the lives of the people living below
the poverty line.

Capacity Building
This component emphasizes on building the
capacities of groups and individual beneficiaries
through training, linkage, exposure visits and
technical assistance. This will enhance the

Partner Organization as Facilitator
Based on the eligibility criteria set by PAF,
qualified and eligible Partner Organizations (POs)
are selected from among Community
Organizations (COs), Non-Governmental
Organizations (NGOs), Private Sector
Organizations (PSOs), and local bodies such as
DDCs and VDCs for the social mobilization,
technical assistance, and capacity building
programmes. The Partner Organizations will
work for social mobilization and capacity
building of the Community Organizations (COs)
as well as facilitate the COs in drafting proposals
and implementing the sub- projects.
Furthermore, the POs are responsible for
providing technical support for a smooth
implementation and monitoring of the
community sub-projects.

Programme Components
The following are the four major programme
components of PAF.
•
Social Mobilization
•
Income Generation
•
Small Community Infrastructure
Development
•
Capacity Building
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1.5 The Programme Area
POVERTY ALLEVIATION FUND
PROGRAM AREA
2005

From the Fiscal Year 2061/062 (2004/05), PAF
initiated programme implementation in six
districts, namely Siraha, Ramechhap, Pyuthan,
Darchula, Kapilbastu and Mugu, with an aim of
reaching out to 90,000 poor households during
the four-year programme period.
The six districts are from Group C category as
identified by the Central Bureau of Statistics (CBS)
based in 28 different socio-economic indicators.
Based on the experience gained in these six
districts, during the Fiscal Year 2061/062 (2004/
05), PAF plans to expand programme coverage
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through special window program to an additional
19 districts (Achham, Baitadi, Bajhang, Bajura,
Dadeldhura, Dailekh, Dolpa, Doti, Humla,
Jajarkot, Jumla, Kalikot, Mahottari, Rasuwa,
Rautahat, Rolpa, Rukum, Sarlahi and Sindhuli),
thus covering all 25 districts belonging to the
category of most deprived districts in Nepal. PAF
is implementing innovative programs under
Special Window in districts other than these 25
districts to capture replicable innovative initiatives
of different organizations/communities in
different places to uplift the living standard of
the poor.

Chapter 2

CO member involved in planning process in Kapilbastu

PAF’s Social Inclusion
Perspectives
Social Inclusion is an important aspect
of Poverty Alleviation Fund (PAF), Nepal.
As a national targeted instrument to
contribute to the country’s poverty
reduction goals, PAF envisions the
creation of an inclusive society,
characterized by a widely shared social
experience and active participation, by
a broad equality of opportunities and
life chances for individuals and by the
achievement of a basic level of wellbeing for all citizens. Realizing that the
development efforts in the past were

unable to ameliorate the situation of
the lower strata of the society, PAF
holds the conviction that the country’s
all round development is possible only
when the issues and problems of the
lower rung of the society are addressed
adequately and equitably. This is how
PAF is directly linked to the third pillar
of the Tenth Plan, i.e., the ‘Targeted
Program’ which emphasizes the need
for special programs to bring the
excluded communities in the
mainstream of development.

Important Features of Social Exclusion in Nepal
•

•

•

Spatial exclusion reflected through
disparities in development levels
owing to the remoteness and
location-specific characteristics.
Gender-based exclusion manifested
in poor development indicators for
women.
Caste/ethnicity-based exclusion of
specific castes, communities,
indigenous people and nationalities

leading to low level
development achievements.

of

PAF focuses its programmes in poor
households defined as the households
whose food grain production from selfoperated land, and wage earnings are
sufficient to meet the food requirement
of the family for less than a year. Based
on the well-being ranking, the
Annual Report 2004/05
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households are categorized as ‘Ka’ or ‘HardcorePoor’ for food sufficiency of less than 3 months,
‘Kha’ or ‘Medium-Poor’ for food sufficiency of
3 to 6 months, ‘Ga’ or ‘Poor’ for food sufficiency
of 6 to 12 months, and ‘Gha’ or ‘Non-Poor’ for
food sufficiency of more than a year, among
other criteria set by the communities. The
targeted beneficiaries of PAF are poor women,
Dalits and Janjatis. The caste groups identified
as Dalits are: Biswakarma (Kami, Sunar, Lohar,
Tamata, Chunara, Aod), Darji (Damai, Pariyar,
Hudke, Dholi), Sarki (Mijhar, Charmkar), Badi,
Gaine (Gandharva), Kapali, Khadgi, Deula,
Kuche, Chamar, Dushadh (Paswan, Hajara),
Dhobi (Rajak), Tatma, Doom, Batar, Khatwe,

Musahar, Halkhor, and Pattharkatta. Likewise,
the indigenous peoples/nationalities identified as
Janjatis are: Bankariya, Kusunda, Kushbadiya,
Route, Suret, Hayu, Raji, Kisan, Lepcha, Meche,
Santhal, Jhangad, Chepang, Thami, Majhi, Bote,
Dhanuk (Rajbansi), Lhomi (Singsawa), Thudamba,
Siyar (Chumba), Baramu, Danuwar, Sunuwar,
Tharu, Tamang, Bhujel, Kumal, Rajbansi (Koch),
Gangai, Dhimal, Bhote, Darai, Tajpuria, Pahari,
Dhokpya (Topkegola), Dolpo, Free, Mugal, Larke,
(Nupriba), Lhopa, Dura, Walung, Jirel, Tangbe
(Tangbetani), Hyolmo, Limbu, Yakkha, Rai,
Chhantyal, Magar, Chhairotan, Tingaule Thakali,
Bahragaunle, Byansi, Gurung, Marphali Thakali,
Sherpa, Newar, Thakali.

Primary Elements of Social Inclusion in PAF
•
•
•

Addressing spatial exclusion by focusing on most deprived districts, but at the same time
providing services in other poverty-stricken areas as well,
Reaching the poor – the targeted beneficiaries, and at the same time ensuring social harmony,
Focus on marginalized communities ensuring community cohesiveness and solidarity.

PAF’s Social Inclusion Framework for Reaching the Target Beneficiaries is presented below:

PAF’s Social Inclusion Framework for Reaching the Target Beneficiaries
Targeting Sequence
Districts

Key Actor

Tools/Methods

PAF Management

Development Indicators

Service Agency
Portfolio Manager

VDC Prioritization
District-Level Stake holders’
Consultation

Partner Organization

VDC-Level Interaction

Partner Oranization

Ward-Level Interaction
Settlement-Level Sensitization
Social Mapping
Social Assessment

Community Organizations

CO

Identification of Target Households
Formation of COs
Registration of COs

Target Beneficiaries

CO

Project Development
Community Action Plan
Project Implemntation

VDCs

Wards

Settlements

PAF’s Social Inclusion Strategy ensures that
•
•
•
•
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Targeted Beneficiaries are Poor Women, Dalits and Janjatis
At least 80% of CO members are from Targeted Beneficiaries
At least 50% of CO members are Women
The office bearers (Chairperson, Secretary and Treasurer) of COs are from among the
Targeted Beneficiaries
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Community meeting identifying poor household in Dimipokhari VDC, Ramechhap

Reaching out to the Poor
3.1 Social Mobilization
The social mobilization process has been
taken as one of the key programme
components of Poverty Alleviation Fund
(PAF). The objective of the social
mobilization is to create awareness
among the community people (poor
women, Dalit and Janajati), help them
to organize, empower them for
decision-making so that they can identify
and prioritize their needs. It is also
expected to build up capacity for
preparation, implementation, operation
and management of community subprojects to enhance their livelihoods.
Partner Organizations (POs) identify the
settlements of target communities based
on the secondary information available
in the district: ethnicity, income level
and access to basic service facilities. The
consultation is done with concerned
stakeholders and key informants. After
identification of the settlement, POs
facilitate communities for participatory
social assessment/well-being ranking.

Individual households of a settlement
are categorized as the hardcore poor,
medium poor, poor and non-poor by
the communities themselves.
Hardcore poor, medium poor and poor
are encouraged to organize into
Community Organizations (CO) to
ensure that the poor take decisions for
themselves. Keeping the target
communities at the driving seat, it
encourages to take initiatives to improve
their livelihoods, particularly organizing
them into Community Organizations.
Community Organization (CO) is
formed with membership from the
defined households during social
assessment. At least 80 per cent of the
CO members have to be poor women,
Dalits and Janjatis. It is also mandatory
that 50 per cent members of a CO
should be women and key positions
(Chairman, Treasurer and Secretary)
must be fulfilled by poor woman, Dalit
and Janjatis.
Annual Report 2004/05

21

Community Organization (CO) with active
participation of each member enlists problems,
interests, needs and aspirations. After seeking
necessary and relevant information, Community
Organization (CO) identifies and prioritizes
community sub-projects based on informed
choice through a participatory manner.
Community Organization (CO) also seeks
necessary help and facilitation from Partner
Organization (PO) for technical assistance,

particularly in survey, design, market study, prefeasibility and feasibility studies. Economically,
socially and environmentally viable community
sub-projects, prepared with participatory
Community Action Planning (CAP) process, are
selected and developed into the community
proposals and related project is implanted in the
community. All this social mobilization is
facilitated by Partner organization (PO).

3.2 Community Organization
Community Organization enables rural poor
people to organize and obtain quality basic
services in cost-effective and sustainable manner
with their direct involvement in identification,
planning, designing, executing and operating
& maintaining the schemes/ programme.
The Community Organization (CO) is formed
comprising the hardcore poor, medium poor and
poor households. It ensures poor to take lead in
the whole process of PAF Programme – right
from the beginning to the implementation
phases. Project formulation, implementation
management including participatory supervision
and monitoring are entrusted to the CO. Such
COs are registered in Poverty Alleviation Fund
(PAF) and the institution building and capacity
building of the COs are initiated and it is
continued through the whole project cycle.
The CO is formed as an independent and
autonomous community institution to look after
the well-being of its members and to uplift the
social, economic and environmental
development of the settlement. The CO has its
own constitution, rules and regulations. All the
poor households of a settlement become

member of the CO. The COs organize regular
meetings where they discuss openly with active
participation of all members and take decision
collectively. The CO nominates bank signatories
to manage the fund which is available under
different agreements. The CO promotes saving
and credit among the CO members who act as
a glue and promote saving habits and generate
funds. The CO can further form groups, user
groups, sub-committees as and when necessary
such as purchasing sub-committee, operation
and maintenance sub-committee, user’s groups
to take care of community infrastructure
implementation that serve all member
households or some households, income
generation groups, marketing groups etc.
Similarly, a CO can develop a relation with other
COs and can constitute user groups together to
take up common infrastructure projects. In the
process of institutional development, COs can
federate among themselves forming CO
Federation at Ward or VDC level to address
common problems and take up advocacy and
awareness campaign. COs can move towards a
stronger organization like a co-operative to
become effective and efficient.

Settlement Level Target Community Institution
COs Federation

UG for
Bigger Infra
CO

CO

Monitoring
Sub-Committee

UGs
O&M Committee
IG Sub-groups

Other-Sub-Groups

Purchasing Sub-Committee
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CO

CO

The Progress
During the reporting period, a total of 707 COs are registered in PAF of which 694 are in the six PAF
districts and remaining 13 are under innovative Special Window programme. Out of 707 registered
COs, PAF has entered into an agreement with 595 COs for sub-projects implementation.

Number of CO in Program District
200

191

190

150
100
66

64

50

51
20

0
Darchula

Kapilvastu

Mugu

Pyuthan

Ramechhap

Siraha

Table 1 : COs Registered and Sub-Project Agreement
District

CO Registered with
PAF (No.)

CO Working with Subproject Agreement (No.)

Darchula

86

66

Kapilbastu

191

191

Mugu

66

64

Pyuthan

37

20

Ramechhap

56

51

Siraha

258

190

Sub TTotal
otal

694

582

Baglung

1

1

Rasuwa

1

1

Makwanpur

10

10

Nawalparasi

1

1

13

13

707

595

Sub TTotal
otal
Total
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Participation of women members in COs is
comparatively higher than men. Out of 19,376
COs members, 56 per cent are women.

Benificary CO Members
by Gender

Female
56%

Male
44%

Table 2: Gender-wise Community Organization Members
District

Male

Female

Total

Darchula

979

852

1,831

Kapilbastu

2,895

3,418

6,313

Mugu

1,326

624

1,950

Pyuthan

484

630

1,114

Ramechhap

903

745

1,648

1,834

4,571

6,405

8,421

10,840

19,261

Baglung

12

1

13

Makwanpur

62

18

80

Nawalparasi

9

2

11

Rasuwa

8

3

11

91

24

115

8,512

10,864

19,376

Siraha
Sub TTotal
otal

Sub TTotal
otal
Total

Participation of the Dalits and Janajatis in CO has
been remarkably encouraging from the
perspective of empowerment, targeted
programme implementation and mainstreaming.
Of the total 19376 CO members, Dalit and
Janajati members comprise 45 and 32 per cent
respectively.

Benificaries CO Members
by Ethinicity
Muslim
2%
Brahmin/Chhetri
14%

Janajati
32%
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Others
7%

Dalit
45%

Table 3: Caste and Ethnicity-wise Community
Organization Members
District
Darchula

Dalit

Janajati

Brahmin/Chhetri

Muslim

Others

Total

562

229

1039

0

1

1,831

2,210

2,715

210

373

805

6,313

Mugu

658

38

1250

0

4

1,950

Pyuthan

682

341

72

0

19

1,114

469

1,116

55

0

8

1,648

Siraha

4,258

1,780

18

0

349

6,405

Sub TTotal
otal

8,839

6,219

2,644

373

1,186

19,261

Baglung

2

11

0

0

70

13

Makwanpur

0

78

2

0

0

80

Nawalparasi

2

8

1

0

0

11

Rasuwa

2

1

0

0

93

11

Sub TTotal
otal

6

98

3

0

163

115

8,845

6,317

2,647

373

1,349

Kapilbastu

Ramechhap

Total

19,376

3.3 Partner Organization
PAF mobilizes Partner Organizations (POs) to help
facilitate poor and vulnerable people and their
Community Groups or Organizations to
implement the Programme components. POs
include local bodies, NGOs/CBOs and Private
Sector Organizations.

Partnership Module

PAF

PO

During the reporting period, PAF has selected
61 POs through its rigorous selection process

CO

to work in six districts. These POs are working

in 196 VDCs covering more than 54 thousand
targeted poor beneficiary households - supporting
targeted communities to organize, develop
capacity, plan activities, carry out detailed survey
design estimates and submit proposal for
implementation and further supporting with
technical assistance and by providing feedback
on monitoring in implementation of the
PAF signing a PO agreement with MDI, Makwanpur
under innovative window

programs.
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Table 4: District-wise Partner Organization and Coverage
POs
Applied

District

POs
Field
Appraised

POs
Selected

Targeted
Working
Beneficiaries
VDCs
Households

Darchula

22

14

14

41

1,585

Kapilbastu

33

14

9

42

24, 015

Mugu

14

11

6

15

NA

Pyuthan

32

16

9

30

5,514

Ramechhap

51

27

8

30

7, 654

Siraha

45

22

15

38

15,437

SubTotal
Sub-T

197

104

61

196

54,205

Partner Organizations are responsible to work
with target communities and create awareness
on PAF. They prepare target communities with
social mobilization to receive PAF
services by creating conducive environment to

prepare demand-driven community subprojects. They also provide technical support
during implementation besides facilitating in
capacity building, and maintaining transparency
of the work.

Asparagus plantation by Dihibar CO, Paterwa, Siswani VDC, Siraha
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Members of Ekata Community Organization involved in social mapping
in Okrayni VDC-4, Ramechhap

Demand Driven Community
Sub-projects
4.1 Demand Driven Approach
PAF has embraced demand-driven
approach as community members
themselves are responsible for
formulation and implementation of the
sub-projects. Social mobilization
technique is used to organize and
encourage target communities to come
forward with their sub-projects, which
primarily address the felt needs of the
poor communities.
The income generation and
infrastructure sub-projects are prepared
on the basis of demand at the
community level. However for incomegenerating activities, an individual CO
member’s skill, knowledge and ability
is taken into account. Sub-project is
finalized on the basis of available
information on the local resource

availability and opportunities, with
active participation and extensive
discussion among the CO members.
Collective decision making process of
CO ensures that the demand of each
member is well taken care of. PAF has
put target community at the centre of
its Programme. It considers community
as a partner to implement poverty
alleviation activities - putting the target
community in the driving seat of the
project cycle, making them responsible
to implement the community subprojects at the grassroots or community
level. Target community is actively
involved right from their problem
identification, prioritization, sub-project
formulation, resource mobilization,
implementation and participatory
monitoring and evaluation.
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4.1.1 Community Sub-project Formulation
Sub-projects are formulated at the settlement
level - capturing the needs and aspirations of
the target communities. Participatory planning
process is adopted at the CO level to develop
CO plan and programme. Demands of the CO
members are collectively listed in the CO
meeting through a discussion with an active
participation of all member households and are
recorded in the minutes. CO seeks information
regarding the enlisted demands. POs facilitate
COs for information and necessary technical
support like pre-feasibility, feasibility and other
technical studies as and when required prior to
preparing a community sub-project proposal.
The prominent activities demanded regarding
the income generation and community
infrastructure development are discussed among

the CO members in a series of CO meetings
and they are also documented. CO further
develops these activities into the Plan and
Programme. Community sub-projects are
formulated adopting participatory Community
Action Plan (CAP) approach, with the help and
facilitation of PO as and when necessary.
Community sub-project is submitted to PAF in
the prescribed format, including detailed
information on the sub-project activities such
as beneficiaries, feasibility, sources of fund,
community contribution, and Community
Action Plan (CAP). A letter from DDC ensuring
that the sub-project is either included in DDC
plan or will be incorporated in the coming Fiscal
Year should also be submitted.

CO Sub-Project Cycle

4.1.2 Community Sub-project Appraisal
Community sub-project received by PAF with
environmental appraisal report and additional
relevant information from PO is appraised by
the Portfolio Managers of PAF, including field
verification. After necessary appraisal process,
community sub-project proposal has to be
submitted to the Technical Appraisal Committee
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(TAC) for approval. After verification on
technical, social and economic aspects of
eligibility criteria, TAC provides approval to the
project. Direct agreement is signed between the
CO and PAF (see Table 1) on the community
sub-project without third party involvement to
implement the project.

4.1.3 Community Sub-project Implementation
The target community takes full ownership of
such sub-projects formulated by the community
members themselves, and they decide about the
time line, required resources, exploring sources
for funding, community contribution and further
developing Community Action Plan (CAP).
However, POs, role during the community subproject formulation becomes vital because
necessary information, facilitation and technical
support in implementation process of PAF is
developed to fit in the demand- driven approach.

A community meeting preparaing a community subproject in Sunarpani VDC, Ramechhap

CO Sub-Project Implementation Process

VDC Level Meeting
• CO Name
• Member’s

Name
• Key Position
Holders’
Name
• Bank
Signatories
Name
• Min. 80%
Members
are from TC

Ward Level Meeting
Settlement Level Meeting
Social Map
Social Assessment
Target HH Identification
CO Formation

• Leadership

Training
• Group Mgmt.
Training
• S/C Training

Initiate S/C
Scheme

CO Constitution Finaliza
and Endorse within CO
CO Registration

Inform
VDC/DDC

CO Capacity Bulding
Prepare Demanded Activity list

PO’s Role on
Collection of
Information,
linkage and
Networking
with Service
Holders etc.

Seek Related Information of
Demand list
Prioritize Demand Activities

• Infrastructure
• Environmental
• Market Survey

Feasibility Study
Proposal on Socially,
Economically, Financially,
Environmentally Viable
Identified Program

Proposal
Finalization
Agreement
with PAF

If Outside Resource
Support Required

• Submit to Donor
• Agreement with Donors

OA NOA
Opening
Budget
Release to OA

• DDC/VDC Letter
• Duly Filled Annexes
• Community Action Plan
9 Implementation Plan
9 Contribution Collection/Plan
9 Procurement Purchasing
9 Revoliving Fund Plan
9 S/C Plan

Start
Implementation
Participatory Reg.
Monitoring
Progress Report
Submission PAF/PO

Necessary tech
tech.. assistance
from PO/Service agencies
• Ensure Participation
• Ensure Implementation
• Quality Control
• Timely Completion
• Community Ownership

Project Completion
Public Audit
Project Completion Report
Submission to PAF/PO

Selection of Activities

4.2 Income Generation & Micro Enterprise
Income generation by self-employment or small
businesses creates rural employment. PAF has
been focusing on this pressing issue of rural
unemployment and under-employment. Since
the world has witnessed the successes of small
businesses (popularly known as microenterprises), PAF has incorporated this as one of
its major programme components. From the

identification of potential entrepreneur to the
product sale, PAF provides longitudinal services
in skill development, business literacy,
technology, access to credit and sale. The process
of micro-enterprise development also begins
with social mobilization. Based on the resource
potentials and entrepreneurial capability, the
process of micro-enterprises creation begins. For
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income generating activities, PAF provides 90
per cent grant to COs to launch activities,
exclusively for the target groups. The groups or
CO members borrow money from CO’s
Revolving Fund in the form of loan to launch
Income Generating Activities (IGAs). The
participants pay back the loan on an instalment
basis to the COs. Hence, the Fund revolves

within the CO to support the financial
requirement of target communities. Apart from
this, group saving is also encouraged. To add
value to their product and for market
development. PAF also supports target
communities to implement infrastructures
related to create business linkages.

Performance Progress
All incomes generating activities promoted by
PAF are demand-driven. Therefore, the target
groups are the sole actor. They plan what they
need and prioritize on the basis of their capacity
and local resource potentials.
The projects chosen and being implemented by
the target groups in six project districts are
categorized below (on sector basis):

Animal Husbandry Sector
Buffalo, cow, yak (Darchula), goat, sheep, duck,
pigeon, poultry pig and bore raising, ox and hebuffalo raising for breeding and tillage leased land.

Agriculture and Agro-Forestry Sector
Vegetable Non-Timber Forest Product/Herbal
Nursery Management for commercial farming
(seasonal, off-seasonal vegetables), mushroom,
asparagus (kurilo) farming, green house and pit
green house nursery (Mugu) for vegetable
farming, horticulture.

Manufacturing Sector
Carpet (Darchula and Mugu), furniture, wood
crafts, incense stick/agarbatti, bag, leaf plates,
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Dalmoth, Bhujiya and potato chips, musical
instrument/madal, metal crafts, agricultural
tools, clay stensils, bamboo crafts, iron tools
making, pottery and Dhiki pump.

Trade Sector
Mobile and static retail shop of pot wares,
agricultural tools, cattle, vegetable, fruit, milk and
milk products, meat, fish, paan (betel nut),
wooden, Sidra, Namlo, medicine shop, jewelry,
electric goods, he-buffalo business, leaf plate,
bamboo crafts business, agro-vet and inputs,
cosmetics, fancy shops, Chuna Byapar, garment,
shoe, stationary, electric goods, Galla Byapar and
Kabadi (wastage collection business).

Service Sector
Sewing and cutting, vehicles, bicycles,
rickshaws, TV, Radio and refrigerator repairing/
servicing, welding, plumbing, boring, pump
fitting and improved cook stove installing,
driving and machinery,, laundry, hotel and tea
stall, Photo/Videography painting, rickshaw, tent
house, salon/barbering, pharmacy, Ox/Bullock
for ploughing and tyre cart for commodities
transportation.

Construction of Headrace canal of Shalimkhola MHP in Mugu District

4.3 Community Infrastructure
Proposals of the community infrastructure sub-project prepared by the Community Organization
(CO) with the help of Partner Organization (PO) are submitted to PAF for funding and implementation.
The proposals include:
•

Infrastructures which contribute to
improving basic health conditions
especially of women, children and
vulnerable groups such as drinking
water, sanitation facilities, alternative
source of energy like micro-hydro,
improved stoves etc.

Community themselves identify, demand, take part
in planning, implementation, operation and
maintenance of community infrastructures.
Infrastructure sub-project has linkage with IG
activities so that after intervention it may generate
employment and income, increase productivity
to secure sustainable livelihoods.

•

Infrastructures that increase agriculture
production, cropping pattern and intensity
such as community-based irrigation etc.

•

Infrastructures that ensure access to the
market centre for local products such as
agriculture roads, trails, culverts, bridges
and community buildings etc.

•

Infrastructures that enhance human capital
such as primary schools, health posts,
conference halls etc.

•

Infrastructures with innovative ideas and
technology

Before approval of proposals for implementation
of sub-projects, technical and social appraisal is
carried out to verify eligibility criteria and
requirements through site visits and checking
of technical reports of the sub-projects. Similarly,
environmental and social assessment of all subprojects are carried out through environmental
and social screening by completing
environmental and social check-list format and
mitigation measures are suggested with
management action plan for adverse
environmental and social impacts. If
environmental and social impacts are significant,
further environmental and social assessment is
carried out in the form of Initial Environmental
and Social Examination (IESE).

Annual Report 2004/05

31

Performance Progress
Types of community infrastructure sub-projects proposals that have been demanded approved and
signed with COs for implementation as of July 15, 2005 in 6 PAF districts are as follows:

Table 5: Details of Infrastructure sub-projects in Six
PAF Districts
SN
1

Districts
Darchula

2

Mugu

3

Pyuthan

4

Kapilvastu

5

Ramechhap

6

32
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Sub-projects
Small Irrigation
Micro-hydro
Rural Water Supply
School Building/Room Maintenance
Toilet Construction
Canal
Improved Ghatta
Small Irrigation
Trail Road
Water Harvest Tank
Wooden Bridge
Electricity
Fencing
Micro-hydro
Suspension Bridge Repair/Manitenance
Water Supply
Small Irrigation
Pond for Irrigation
Rural Road
Well Construction

No
4
3
6
1
110
2
105
3
1
3
2
1
1
2
1
3
3
5
1
1

Canal
Culvert
Culvert and Dam
Deep Boring
Improved Ghatta
Small Irrigation
Pond Maintenance
Rural Road
Water Pump(Irrigation)
Wooden Bridge
Pond Construction and
Maintenance for Fishery
Toilet Construction
Rural and Link Road
Boring for Irrigation
Tradle Pump Construction for Irrigation
Well and Tubewell Construction for Drinking water
School Building Construction

1
11
1
10
1
29
1
18
10
1
2
143
4
3
40
20
1

Jit B.Praja from Rupachuri, Makwanpur, collecting water from the recently installed water tap with the help of PAF

4.4 Special Window Programme
Besides the six pilot districts, PAF has been
implementing Special Window programme
across the country. The programme seeks to
uplift the living standard of the target
community by adopting innovative concept,
ideas, process, technology etc, which can be
replicated. Different NGOs/CBOs/ GOs/private
sectors have submitted various innovative
concept/proposals seeking support under the

window. A total of 146 innovative proposals
were received during the Fiscal Year 061/062.
Among the 48 proposals selected through
Desk Appraisal, eight are now at the
implementation level while further scrutiny is
underway for the remaining. The details of
innovative programs under implementation are
as follows:
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Table 6: Details of Selected Innovative Proposals

34

S.N.

Partner Organization

Innovative Concept, Process/T
echnology
Process/Technology

Working Area

1

Multipurpose
Development
Management
Services (MDMS)
Nepal, Morang

Breed improvement of Goat and
Pig Seed improvement in vegetable
production

Sisbani Badahara
VDC

2

Mahila Bayabasayik
Kirshi Samuha,
Morang

Organic fertilizer production for
community livelihood
improvement

Tankisunawari
VDC and
Baijanathpur
VDC, Morang

3

Manohari
Developmet
Institute (MDI)
Nepal,
Makawanpur

Integrating livelihood
improvement of Tribal
communities (Chepang and
Tamang) community through
agro forestry, Plastic water
harvesting tank construction
and link road construction.

11 VDCs from
Makawanpur
District

4

Jaldevi Ghat
Comminity
Organisation,
Nawalparasi

Construction of Suspension
bridge through target
community

Dadajheri Tadi
VDC, Ward No.
1,Nawalparasi

5

Marshyandi Khola
Micro Hydro Project
Users Committee,
Baglung

Construction of Micro Hydro
Project in Coordination with REDP
through target community

Amarbhumi VDC
ward no 6 &
7,Baglung

6

Phalakhu Khola
Bogatitar
Irregation Project,
Rashuwa

Joint Collaboration with
other donor agencies and
Community Based Irrigation
Project

Laharipouwa
VDC ward
No.1,2,3,
Rasuwa District

7

Bhari Water
Irrigation User’s
Committee (Gumi
Irrigation Project),
Surkhet

Community Based
Rehabilitation Irrigation
Project

Gumi VDC-2,
Seraphant,
Surkhet.

8

Council for
Technical Education
and Vocational
Training (CTEVT),
Sanothimi,
Bhaktapur

Partnership with Madanjeet
Singh Scholarship, South Asia
Foundation to provide ANM
Training Scholarship

6 PAF Districts
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Nepal Development Marketplace (NDM) 2005
The World Bank had announced Nepal
Development Marketplace 2005, branded
locally as the “Lau Na Aba Ta Kehi Garaun!”
contest. The objective of the initiative was to
deliver basic services in conflict-affected areas.
For this contest, altogether 1,037 eligible entries
were received from across the country. The
competition is being sponsored by Nepal
Poverty Alleviation Fund (PAF) and the World
Bank, in partnership with Kantipur Publications
Pvt. Ltd. and the Society of Economic
Journalists, Nepal (SEJON), with the intention
of generating fresh thinking about the delivery

of basic services to the poor, living in conflictaffected areas.
Of the 1,037 proposals from across the country,
20 concepts were awarded funding to
implement their innovative concepts. Poverty
Alleviation Fund has funded 12 concepts and
the rest were being funded directly by the World
Bank. Monitoring and Supervision of the World
Bank-funded eight projects is also being done
by PAF. The detail information of Nepal
Development Marketplace Innovative programs
being implemented are as follows:

Table 7: List of PAF Funded Initiatives
S.N. Partner Organization

Innovative Concept, Process/T
echnology Working areas
rocess/Technology

1

Environment and
Public Health
Organization

Micro financing and subsidy
Scheme for Arsenic Filters to
the community People

2

Global Multiple
Cooperative Organization

Pigeon keeping for IG

17 VDCs of Saptari

3

Fewa Matsya
Byawasayi Samitee

Fish cultivation in Lake
(Cage system) and rice
field for IG

Sahadev & Taulaha
of Kailali and Shoba
Taal of Kanchanpur

4

District Agriculture
Dev. Office, Morang

Rice intensification

Morang and
Pachthar

5

Suspa Educational
Dev. Committee

Cardamom cultivation in
Community forest

Suspa VDC,
Dolakha

6

FECOFUN, Parphing

Briquette Production

Dhakshinkali VDC,
Kathmandu

7

NEST

Integrated Approach in
agro based IG Project

Biryuwa Archale
VDC, Syangja

8

District Coffee
Producers’
Association, Syangja

Orange And Coffee
Production and marketing
management, Establish
collection centre

Arjunchaupari,
Dahathum VDCs
and Putalibazar
Municipality, Syangja

9

MILAN, Myagdi

Healthy women for
sustainable Development

Myagdi

10

Himanchal
High
School with technical
support of ICAST,
Myagdi

Introducing
WI-FI
technology to rural areas

Six villages of
Myagdi

11

Salt Trading
Corporation

Evaporative cooling technology Chitwan and
for IG and food preservation
adjoining districts

2 VDCs of Parsa
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4.5 Community Funding and Cost Sharing
Communities are to open two bank accounts one Non-Operating and another Operating
Account. A memorandum has been signed
between the Rastriya Banijya Bank and PAF to
facilitate to open community bank accounts at
its local branches to facilitate fund transfer. Once
the community sub-project proposals are
accepted, PAF enters into an agreement with
community organization. Fund is then directly

help for PAF monitoring purposes. Till date,
707 Community Organizations (COs) are
registered with PAF (of which 694 are from PAF
selected six districts and remaining 13 are from
innovative Special Window programme districts,
namely Baglung, Rasuwa, Makawanpur,
Nawalparasi). Community proposals for
implementation with participatory planning
process began to arrive at the PAF Secretariat

Direct Community Financing Arrangement
PAF Main
A/C
PAF Level
(Centre)

PAF
Program A/C

PAF
Operating A/C

Community
Non-Operating A/C
CO Level
(District)

Community
Operating A/C

Community
Contribution

Partner Organization
(PO) provide
Technical Assistance
to Community
Organization (CO)

Community Procurement and Implementation

transferred to the CO’s Non-Operating Account.
While the first instalment is immediately
transferred to the CO’s Operating Account, the
subsequent instalments are transferred to the
Operating Account only after meeting some
milestones. This arrangement is to encourage
the community to perform, besides extending
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from April 2005. Out of these proposals, PAF
has made agreement with 595 COs (of which
582 are in PAF selected six districts and the rest
13 in innovative Special Window program
districts) and community started to implement
the sub-project. The trend of receiving CO
proposals is continuing.

Table 8: CO Sub-project Disbursement Status
District

CO Registered CO with Which Agreement Made Disbursed to CO
with PAF (No.) No. of CO AMT (Rs.)
No. of CO AMT (Rs.)

Six PPAF
AF District
Darchula

86

66

26,822,601.83

32

14,660,911

Kapilbastu

191

191

84,966,020.51

189

84,057,030

Mugu

66

64

17,980,188.00

59

12,788,078

Pyuthan

37

20

6,319,151.00

14

4,708,276

Ramechhap

56

51

15,634,539.72

46

14,641,290

Siraha

258

190

82,550,895.36

146

65,866,560

Sub TTotal
otal

694

582

234,273,396.42

486

196,722,145

Innovative Special Window Programme
Baglung

1

1

722,165.00

-

-

Rasuwa

1

1

1,807,406.11

-

-

Makwanpur

10

10

1,843,728.55

10

1843,729

Nawalparasi

1

1

1,551,248.00

1

1,551,248

13

13

5,924,547.66

11

3,394,977

707

595

240,197,944.08

497

200,117,122

Sub TTotal
otal
Total

A member of Gorakhnath CO, weaving carpet, Ralpa, Darchula
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The agreements made with 595 COs amounts
to Rs. 240,197,944 and it is currently in the
process of disbursement to the Community
Account. Till date, Rs. 200,117,122 has been
disbursed to the community Non-Operating
Account while Rs. 64,098,744 has been
disbursed to community Operating Account.
As PAF has agreed to finance 12 winning
innovative proposals out of the 20 from World
Bank Nepal Development Market Place,
agreements have been made with 12 POs
amounting to Rs 14,758,416 to work in 10
VDCs of Bajura, Dolakha, Kathmandu, Myagdi,
Parsa, Saptari and Syangja districts, serving about
9,574 poor households.

Sub-Project Cost IncomeGeneration vs Infrastructure

Income
Generation
56%
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Sub-project Fund
Management
Community Organization takes all responsibility
regarding management of fund received for their
sub-project, through collective decision. They
are responsible to prepare procurement plan
according to their CAP and carry out purchasing.
A purchasing sub-committee is formed within
the CO comprising its members.

PAF Investment IncomeGeneration vs Infrastructure
Infrastructure
37%

Infrastructure
44%
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Of the total sub-project costs, 56 per cent is in
Income Generation sub-projects and 44 per cent
in Infrastructure sub-projects. Of the total PAF
investment, 63 per cent is in income-generation
and 37 per cent in infrastructure.

Income
Generation
63%

A wooden bridge, constructed by Mahila Gramin CO, Karki bada VDC of Mugu

Community Contribution
Community contribution in both cash and kind
for small infrastructure and income generation
sub-projects ensures real demand and
ownership. A minimum 20 per cent cost
contribution in infrastructure has been generally
accepted by the community. However, 10 per
cent cost sharing by the IG beneficiaries in IG
sub-projects is often difficult for the hard core
poor, who do not have money in hand. In such
case, the CO should explore available options
so that such members are included. Such

measures include providing loan from the CO
saving and employing such members in
infrastructure related works so as to make them
capable for contribution. It is the moral
responsibility of those members, who are
capable to contribute, to help the hard core poor
colleagues since the revolving fund belongs to
all the CO members. The revolving fund is created
by the CO from the principal fund and interest
paid back by the IG beneficiaries.
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Performance Progress
Community contribution has been found to be
encouraging in the community sub-projects.
Beneficiaries have contributed over 22 per cent
of the total project cost, PAF contributed 75 per
cent and 3 per cent contribution was made from
other sources.

Community Contribution
Income-Generation Sub-Projects
CO
Contribution
18%
Others
0%

Community Contribution in
Infrastructure Sub-Projects
PAF
82%

CO
Contribution
27%

Total Contribution in
Sub Projects
Others
7%

PAF
66%

CO
Contribution
22%

Others
3%
PAF
75%
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Chapter 5

Charghare Sewa Samiti (PO) involved in community mobilization in
Kathajor VDC, Ramechhap

Capacity Building
5.1 Background
Generally, the poor have very little
capacity to access/exploit different
resources, and also to work in multisector programme. It is imperative that
the Community Organization has a
capacity to execute the development
initiatives effectively and efficiently.
PAF has taken ‘Capacity Building’ as one
of major functional components. PAF
believes capacity building is the
endevour to increase knowledge and skill
for a definite purpose, which improves,
change and moulds one’s knowledge,

skill, behavior and attitude towards the
maximum
possible
output/
performance. Capacity Building is an
instrument to uplift the poor.
PAF helps to support ‘Capacity
Building’ on community level, partner
organization level and PAF level as well.
The capacity enhancement of the CO
and PO makes the local level
institutions self- reliant. It is envisaged
that local level institutions shall be
permanent institutions in the district
even after the project is phased out.

5.2 Initiatives for Capacity Building
At PAF level
•
•
•
•

PAF professional orientation
Project launching program
Meeting with DDC chairperson
Deep immersion workshop- for PAF professionals
Annual Report 2004/05
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At District Level
•
•

District level orientation on PAF programme
and policies.
PAF orientation in DDC with participation
of PO and other stakeholders.

At PO Level
•
•
•

PO orientation on PAF programme, policies
and working modalities.
PO staff orientation on PAF.
TOT training on Micro Enterprise
Development.

•
•

Social Mobilization training to PO
Coordinators and social Mobilizers
CO Account Management training to Social
Mobilizers.

At CO Level
•
•
•
•
•

Facilitation to CO members for sub-project
proposal development.
Saving and Credit management training.
Leadership training.
Vegetable farming training.
Animal Husbandry training.

5.3 Trainings, Workshops and Meetings
The following trainings, meetings and workshops were carried out during the reporting period:
•

•

•

•

•

•
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PA F o r i e n t a t i o n p r o g r a m m e w a s
organized at Mugu, Pyuthan, Siraha,
Ramechhap, Kapilbastu and Darchula
districts for the local bodies, local
agencies/donors and local NGOs
A two-day orientation workshop for
professional staff was organized at PAF
office from 18-19 August 2004. The
workshop also prepared a PAF work
plan.
Technical Orientation Workshop for
Professional staff of PAF was organized
by the World Bank Country Office on
15 September 2004.
PAF professional staff participated in a
workshop on “Experiences in Conflict
Sensitive Development,” held on
Dec.9, 2004.
A PAF orientation meeting was held
with Local Development Officers
(LDOs) of Ramechhap, Siraha, Mugu
and Pyuthan districts in Kathmandu.
Training on Accounts and Book-keeping
was organized for PO staff from
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•

•

•

•

•

programme districts. PO staff
members help communities in keeping
their accounts.
Training on Social Mobilization was
organized for PO staff in Siraha and
Dracula districts.
An internal planning workshop was
organized to plan activities for
FY 062/63.
A Project Launch Workshop was organized
from 13-14 January 2005. Over 100
people representing the government, civil
society, media and donors attended the
meeting.
Workshop on “Targeting the Poor” was
organized on June 11, 2005 in
Kathmandu. Issues related to the best
practices in targeting the poor were
discussed in workshop, participated by
different organizations.
A five-day deep Immersion Field Based Training
was organized from 28 December to 2 January
2005 in Chitwan and Makawanpur districts
for all PAF professional staff.

Chapter 6

Shree Partiwatiramses Janakalyan Samudaik Vidhyalaya, established with PAF support,
Dharampaniya Bargaduwa, Kapilbastu

Coordination and Monitoring
6.1 Coordination, Linkages and Partnership
PAF seeks partnership with development partners and related stakeholders in the
districts to reduce the extreme form of poverty and to make sure that there is a
holistic development intervention, bring discernible impact on poverty reduction
and scaling up the programmes.
Some examples of the linkages and partnership in implementation are as follows:

Darchula

Mugu

Existing community organization formed
under DLGSP programme is registered in
PAF and financially supported by PAF in
Gyani VDC of Darchula. The type of support
from PAF is a 25 KW micro hydro project.

Maaiti
Mahila
Community
Organization in Karkiwada VDC-9,
Mathitum has completed installation
of solar home system with the support
of Poverty Alleviation Fund (PAF),
Participatory Conservation Programme
(PCP) and Decentralize Finance and
Development Programme (DFDP). PAF
and PCP have also jointly supported
the Jhyarikhola Micro-hydro power
project and Improved Cooking Stove
project in Pina VDC.

Similarly, groups formed under RCIW/GTZ
program are financially supported by PAF.
Technical support of RCIW program and
funding support from PAF has been initiated
in five community groups in Bramdew and
Dethala VDC. Support from PAF includes
horticulture nursery and micro irrigation.
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Ramechhap
PAF is working in partnership with Local
Development Fund (LDF) in Ramechhap.
Existing COs of LDF, which are in accordance
with the PAF criteria, are selected as the target
community.

Kapilbastu
PAF is working in collaboration with UNICEF
supported Community Based Child Development
Centre programme in the area of school
infrastructure support. PAF is also working jointly
with the DDC of Kapilbastu and various VDCs
for infrastructure-related works. PAF has also

begun to work in coordination and collaboration
with DFID-supported Livelihood Forestry
Programme (LFP) and MS Nepal, where the
working VDCs are the same. The partnership is
related to supplement and complement each
other’s activities related to uplifting the living
standard of the targeted poor.

Siraha
Materials required for adult and child literacy
classes demanded by Community
Organizations are provided by District Education
Office, Siraha in coordination with PAF.

6.2 Monitoring and Evaluation
Monitoring and evaluation are key functions in assessing progress and improvement as they play
an important role in ensuring efficient implementation. PAF M&E framework comprises of
comprehensive packages with simple tools used in CO to PAF level.

PAF Monitoring and Evaluation Framework
D

M V

D

& D
E C

C

CO Sub-Projects

Coverage
(VDCs/
Settle-

Caste/

Inclusion/

ments

Ethnicity/

Needs

HHs)

S
E
L
E
C
T

B
A
S
E
L

Implementation
Status/
Progress/
Achievements

CB (Event No. Beneficiaries
by Caste and Ethnicity, Cost,

S

P
M
R
&

O
U
T
P

F
M
R

O
U
T

U
T

C
O
M
E

IMPACT
(Poverty
Alleviation)

E
L
E
C
T

I

I

O

N O
E N

N

Gender Aspiration

C I (No.
IG (No.
types,
types
Beneficiaries) Beneficiaries)
Coverage Coverage by
by Caste
Caste and
and
Gender,
Gender,
Budget,
Budget
Contribution

P
E
R
F
O
R
M
A
N
C
E

I

Social
SubSocial Assessment Settlements COs Feasibility Tech.& Project
Map Selected Profile Registration Std. Social Proposal &
Reports Appraisal Agreements
Settlements

SOCIAL MOBILIZATION
PROCESS MONITORING (PAF POs, COs)

Review/
Progress
Reports (COs/ Monitoring
Reports
POs)/PMs

Performance Audit/
Field Visit/
Evaluation/Special
Study Report

Inputs & Compliance
OUTPUT MONITORING
Monitoring (PAF, POs, COs)
(PAF, POs, COs)
REGULAR MONITORING

CBS

VDC
M&E
Prioritization
Baseline District
Index/
Study Social
Banking
Assessment
Composite

BASELINE INFORMATION
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Baseline
Monitoring

Social &
Poverty Impact
Studies

PERIODIC MONITORING AND EVALUATION (PAF, WB, HMG-N)

Key Performance (Outcome/Impact) Indicators
•
•
•
•
•
•

•

No. of beneficiary families
No. of beneficiary households (HH)
i) Female-headed household ii) Poor iii) Dalit iii) Janjati
Employment generated at the village level by:
i) Income ii) Ethnic iii) Caste iv) Gender Group
Increase of income of beneficiary HH
Increase in food security
Social mobilization process at village level in terms of :
i) Joint decision making
ii) Community participation
iii) Excluded group’s ability to have voice and influence decision at community level
Donor support for the PAF – either in collaboration or commitment to expand its Programme

Participatory Monitoring and Evaluation
Empowerment of the target community for
access to services and improved livelihood is
the foremost agenda for PAF. Putting the target
communities in the centre, PAF encourages COs
to take full responsibilities to implement their
sub-projects with collective efforts and
participation. The CO forms monitoring and
evaluation sub-committee for regular supervision

and monitoring of the sub-project
implementation effectively and to take necessary
steps collectively. Participatory monitoring and
evaluation indicators and requirements are
devised for successful implementation of the
community sub-project activities at the
settlement level (see Annex -3).

IDA mission on a field visit in Kapilbastu district.
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Institutional Framework of PAF Participatory
Monitoring System
Level of Monitoring

Responsibility

Involvement

Process

• National Level

HMG/N WB

Monitoring Visit

Report

• District Level

PAF (Board
Members, PAF
officials, PMs/SAs)

DDC

Report Monitoring
Visit Coordination/
Review Meeting

• VDC Level

PAF (PM, PO, SA)

VDC

Report Monitoring Visit
Participatory
Monitoring Interaction/
Review Meeting
Progress Evaluation

• Settlement Level

PAF (PM, PO, SA)

CO, VDC/Ward
Community

Progress Evalution
Participatory Monitoring
Monitoring Vist
Interaction/Meeting

• Community/CO Level

PAF (PM, PO, SA)

• Sub-Project Level

PAF(PM,PO,SA)

CO,UG,CG,VDC
Community
CO,CG,Community

Participatory Supervision/
Monitoring Public Auditing
Participatory Evaluation
Participatory Supervision/
Monitoring Public Auditing
Participatory Evaluation

6.3 Research and Development
Research and development is an inextricable part of PAF’s mission, providing an analytical
basis for programmatic decisions, allowing PAF to learn from its experiences, and share the
impact and lessons with academics, NGOs, and other development agencies. R&D undertakes
various research/studies in cooperation with PMs, POs and COs, enriching organization’s overall
programmes and strategies.

Programmatic Research
Primary mandate of R&D is to conduct research on PAF programs contributing in:
•
•

•
•
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Developing and updating research
methodologies in identifying poor,
Identifying research and development needs
of PAF such as short-term evaluation studies,
longitudinal and impact studies related to
sub projects,
Conducting baseline surveys,
Conducting research on appropriate
technologies based on indigenous knowledge
and skills , and action research, and
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•

Preparing analytical reports based on surveys
and research/studies of project areas.

The findings of research/studies help achieve
programme objectives through modifying and/
or improving the program strategies and
identifying new programmatic issues to be
addressed. Other stakeholders also may find PAF
research
useful
for
policy
and
academic purposes.

Research Highlights

Research Activities Plan

•

•
•

•
•
•
•
•

•

Reviewed various literature/studies on the
poor and poverty.
Developed criteria for selecting VDCs,
Wards and settlements.
Developed settlement profile format.
Developed social assessment format
(settlement level).
Developed M&E baseline (household)
survey questionnaire forms.
District Social Assessment and Vulnerable
Community Development Plan (VDCP)
through SA.
VDC prioritization of initial 6 and proposed
19 districts.

•
•
•
•

M&E Baseline Survey.
Issue-based Studies: Market linkage for
dairy products, profitability in IG activities etc.
PO/CO cost effectiveness analysis.
Immediate Impact Analysis (At Sub
Project level).
PO/CO cost effectiveness analysis.
R&D on appropriate technologies.

6.4 Management Information System (MIS)
PAF envisions Management Information
Systems (MIS) to maintain effective flow of
information at all levels (PAF, PO, CO). The
major areas of information flow will include:
the nature and sequence of activities
implemented, inputs provided, sources from

which the inputs are derived, output
expected, target beneficiary and mechanisms
adopted for the interaction with key
stakeholders. The MIS System of PAF mainly
Consists of Input Monitoring and Output
Monitoring.

Modality of Database Development
Input
• VDC Info. (CBS)

Process
Data Bank

• PO Info. (PO)
• Baseline Data

Decision
Support
System

• CO Info.
• Personnel Info &
Others

Data
Analysis
Tools

Outcome
• VDC Demographic
profile
• PO Appraisal reports
• Interoffice Memo
• Agreements
• Management
reports
• Progress reports
• Management
Decsion support
• Needful reports

Feedback
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Data Bank
• VDC Demographic Profile
• PO Profile
• CO Profile
• Baseline
• Personnel Profile
• Inventory
• Library

Decision Support
Sysyem

Process

•
•
•
•
•
•

PO Selection Module
Agreement Module
Repot Module
TAC Recommendation Module
Board Decision Module
Progress report Modules

Data Analysis
To be Developed

Main Objectives of MIS in PAF
•
•
•
•
•

To maintain effective flow of information
at PAF, PO & CO Level
Maintain Data collected from the field in
appropriate system
Generate and disseminate necessary reports
Facilitate management decision-making
Facilitate monitoring and evaluation

Performance Progress
To achieve the objectives of MIS that PAF has
envisioned, the following progress has been
achieved in the Fiscal Year 2061/62.
• Computer Networking
• Procurement—14 Computers, 2 Laptops, 3
Printers and 1 Server
• Installation of 64 kbps broad band internet
connection
• Database development
• Individual e-mail accounts

Database Development
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Modules developed in Programme
facilitation part were
•
•

VDC Demographic Information Module
Process

District Demographic Information
Module
•
•
•
•
•
•

PO Selection Module
TAC Recommendation Modules
Board Recommendation Modules
Agreement Modules
Inter-Office Memo Modules
Progress Report Modules

Modules developed in
Administration Part were
•
•
•

Leave Status Module
Inventory Module
Library Management Module

Modality of Database Development

Future Vision

Databases were developed in two major parts.
• Programme facilitation, and
• Administration

Ultimately, PAF intends to incorporate all the
project activities under the Management
Information System (MIS).
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Chapter 7

PAF officials intereacting with Partner Organizations in Siraha.

Organizational Development
7.1 Ordinance, Rules, Staffing
PAF is an autonomous, independent,
and professional body created under a
separate Ordinance. HMG/N repromulgated Poverty Alleviation Fund
Ordinance 2060 on 19 August 2004
with some amendment on the Para. 21,
Sub-para 3 of the Ordinance.
The amendment allows different ceilings

2004). PAF requested for an
amendment on the existing rules to
revise provisions on Staff Travel & DSA
arrangements so as to make it practical.
As per the approved organizational
structure of PAF, 14 experts and
professional staff were recruited

Programme Cost

Allowable Operating Cost

Upto Rs. 500 M
> Rs. 500 M to 1000 M
> 1000 M

7%
Rs. 35 M or 5% whichever is more
Rs. 50 M or 4% whichever is more

for operating cost based on programme
cost instead of rigid 5 per cent ceiling
on operating cost, which is shown as
follows:
Poverty Alleviation Fund Regulation
2061 was approved by HMG/N
(Honourable Prime Minister) with the
decision of 27 Jestha 2061 (9 June

through a competitive examination by
August 2004. Similarly, 12 Support
Staff members were recruited by
November 2004. Since the required
candidates did not apply for the
positions, a re-advertisement was done
to fulfil the positions of Social Inclusion
Expert, Human Development Expert
and Communication Officer.
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7.2 Vision, Strategy and Project Effectiveness
PAF vision statement and strategy was finalized
and approved by PAF Board on July 20, 2004.
Development Grant Agreement for the operation
of Poverty Alleviation Fund (PAF) Project was
signed between His Majesty’s Government of
Nepal (HMG/N) and the World Bank on
September 14, 2004. Similarly, the project
agreement was signed between PAF and the
World Bank on September 14, 2004. Likewise,
Subsidiary Grant Agreement between HMGN
and PAF was signed on November 11, 2004.
Subsequently, IDA declared the project
effectiveness on Dec. 13, 2004. The Project Cost
Table (IDA-Grant H091-NEP) was finalized and
agreed with IDA.

7.3 Consultants
Services of various consulting firms were sought
during the Fiscal Year. An internal auditor has
been hired to conduct internal audit of PAF. A
consultant firm named Multi Disciplinary,was
selected for the assignment on “Baseline Data
and Social Assessment” for baseline data
collection, district social assessment and
preparation of VCDP of the related districts to
ensure effective targeting. Likewise, Silt Consult,
a consultant firm, was selected and contracted
for “Environmental Agency (EA)” for
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environmental and social assessment of subprojects prepared by the community on June
30, 2005.

7.4 Communication
Monthly district review meeting among POs,
PAF and DDC was held for experience sharing
and coordination of activities. Management
Information System is continuously being
developed as per the needs to support the
Portfolio Managers and PAF management.
Portfolio Managers and other staff carried out
several field visits in the reporting period as
regular monitoring.
Orientation programme on PAF to the local
bodies, local agencies/donors and local NGOs
was organized in Mugu, Pyuthan, Siraha,
Ramechhap, Kapilbastu and Darchula Districts.
A short meeting was also held with Local
Development Officers (LDOs) of Ramechhap,
Siraha, Mugu and Pyuthan in Kathmandu. With
an objective of disseminating information on
PAF activities to all, a fortnightly radio
programme on PAF programme is being aired
on Radio Nepal since July 16, 2004. Also, a PAF
website ( www.pafnepal.org.np ) has been
already launched.

Chapter 8

A display board of a PAF supported initiative in Kapilbastu

Financial Management
8.1 Financial Planning, Administration and
Monitoring
In this Fiscal Year, PAF opened a nonfreezing main (bank) account to receive
funds through HMG/N. Furthermore,
PAF maintains two separate bank
accounts for operating expenditures and
programme related expenditures, both
at Rastriya Banijya Bank (RBB). Financial
Management System of PAF includes
financial planning, financial
administration and financial reporting.
Financial administration is guided by
applied accounting standards,
acceptable to the HMG/N and the World
Bank, and the reporting requirement of
different stakeholders. The Financial
Management Manual guides financial
management system of PAF. Basically it
has three parts: PAF-related system, the
World Bank-related system and the
Community Organization (CO)-related
system. PAF has adopted a cash based
accounting system. Each individual
transaction will be processed through

double entry accounting system and
all major items of income and
expenditure will be recorded. PAF has
its own chart of accounts and is
presented in the Financial Management
Manual. The charts of accounts consist
of coding and classification of
budgetary expenditures, which
correspond with project expenditure
categories.
PAF has set up a computerized
financial accounting software and the
Financial Management Report (FMR)
will be produced through the same
accounting software. Along with
maintenance of books of accounts
manually, PAF has been using this
accounting software as well at the
same time. Maintenance of books of
accounts in both computerized
accounting system and manually will
be done up to a certain period.
Annual Report 2004/05
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Accounting procedures at PAF Secretariat and
at the community level are grouped under
receipt accounting, payment accounting, bank
transfers, bank reconciliation, accounting of
advances and accounting of assets. All standard
ledgers and assets records are maintained.
Adequate controls are also put in place
concerning the preparation and approval of
transactions. Accounts are maintained in the
computer spreadsheet system and computerized
accounting system. Disbursement of funds for
income generating activities and small scale
village and community infrastructure subprojects are based on specific outputs defined
by contractual arrangements. Funds disbursed
under such arrangements are booked as
expenditures by PAF. Financial records of PAF
Secretariat are subject to internal auditing
(trimester-wise) by the Internal Auditor and
external auditing by Office of the Auditor General
(AGO) as well as review of the World Bank Mission.
Monitoring system at PAF enables to measure
outputs of such sub-projects. Outputs of each
sub-project as well as the expenditures enable
to measure outputs of such sub-projects. Each
CO will be required to maintain simple accounts

of the use of grants received from PAF. COs
submit the reports to PAF at the intervals
specified by PAF and will arrange for audits of
their books of accounts by the auditors at the
community level. In addition, provision of
submission of monthly report by RBB of the
Accounts of CO has been made. Report by RBB
contains the receipt and payment of funds in
NOA and OA of individual CO. The financial
manual is updated incorporating the direct fund
flow mechanism to community.
PAF produces, from the outset, the required
report to HMG/N along with Financial
Management Reports (FMR), showing the
sources and uses of funds, procurement
management report, contract expenditure report
and physical progress report in the World Bank
formats. To match the government planning and
reporting cycle, the FMRs will be produced on
a trimester basis and submitted within 45 days
from the end of the proceeding trimester. For
disbursements/replenishments, Withdrawal
Applications are to be submitted. For
replenishment, Convertible Currency Account
(USD) in the name of PAF Special Account has
been opened in Nepal Rastra Bank, Thapathali.

Coordination
Finance and Administration Division works in
close coordination with other divisions of PAF
and other stakeholders to make the financial
planning more accurate, to ensure the adherence
to due process and facilitating funds
disbursement for implementation and other
supporting activities. Coordination with the
Prime Minister’s Office (PMO), National Planning
Commission (NPC), Ministry of Finance (MoF)
including District Treasury Office (DTO),
Kathmandu, Financial Comptroller General
Office (FCGO), Auditor General Office (AGO)
and the World Bank (WB) has been very
important. Experiences in the course of
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coordination with these agencies have helped
the Division to work more effectively in the days
to come. While coordinating the affairs, PAF
Finance and Administration Division gives equal
priority to Partner Organization (PO) and
Community Organization (CO) along with
Rastriya Banijya Bank (RBB) and the official bank
of PAF. As the fund has to go directly to Nonoperating Account (NOA) and Operating
Account (OA) of the COs, the coordination with
the RBB is very crucial to ensure that fund reaches
to the CO on time. The facilitating role of POs
also has been felt to be equally important in
this regard.

8.2 Financial Status for Fiscal Year 2061/62
In FY 2004/05(061/062), of the total PAF
expenditure of NRs. 24,73,22,605.53 (which is
92.28 per cent of allocated budget), 91.8 per
cent is in Programme Implementation through
COs and POs, 2.6 per cent in Monitoring,
Training, Studies and Other Support, 1.6 per cent
in capital investment for PAF, and four per cent
in PAF operation/recurrent cost. Of the total
expenditure, 92 per cent is from IDA Grant and
the rest 8 per cent from HMG/N source.
Project implementation period for Poverty
Alleviation Fund has been designed for four years
(project effectiveness date: 2004/12/13, project
completion date: 2009/01/02). Estimated
disbursement from the IDA for the project period

is US $ 15.00 million. The IDA disbursement by
the end of the FY 2003/04 was US$ 77,696.30
and it reached US$ 746,798.35 by the end of
FY 2004/05. The remaining IDA eligible
expenditure of FY 2004/05 is slated to be
reimbursed/replenished at the very beginning of
FY 2005/06.
In FY 2004/05 (061/062) initially, the annual
budget was estimated to be Rs. 293 million.
Later on, it was readjusted at Rs. 268 million.
Out of which, 6 per cent was provisioned under
incremental operating cost (72-3-402) and the
rest 94 per cent under programme and capital
cost. The detailed budget vs. expenditure is
shown in the following table:

PROJECT EXPENDITURE- FY- 061/062

PAF capital cost
1.6%

Monitoring/training/
workshop/study etc.
2.6%

PAF operating/
Recurrent cost
4.0%

Community IG/Infrastructure
and Innovative through PO/CO
91.8% (PO 10.9% and CO 80.9%)
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Table 9: Detail of Budget and Expenditure: Budget vs.
Expenditure (Fiscal year- 2061/2062)
Poverty Alleviation Fund
Budget Vs. Expenditure
Fiscal Year-61/62
Rs. in ‘000
Particulars

Annual Budget

Budget head 72-3-402 (Operating/Recurrent)

HMG

Expenditure

fy-61/62

IDA

TOTAL

HMG

IDA

TOTAL

1,322

1.01

Salary

3,275

9,141

12,416

5,290

6,612

1.02
1.03

Allowance
Medical

38
22

150
90

188
112

29
22

114
90

143
112

2.01
2.02

Utilites
Communication

17
44

67
174

84
218

14
44

57
174

71
218

2.03
2.04

Office Operating Expenses
Rent

258
233

1,034
930

1,292
1,163

258
233

1,034
930

1,292
1,163

2.05
2.06

Repairand Maintenance
Fuel

11
48

46
192

57
240

11
48

42
192

53
240

2.08

Miscellaneous

15

57

72

14

58

71

TOTAL

( 72-3-402)

Operating/Recurrent

Cost

3,960 11,881

15,841 1,995

7,980 9,975

Budget head 72-4-402 (Program)
1.04

Training/Workshop

56

1,495

1,551

14

1,620 1,634

2.07
3.01

TADA/Monitoring
Consultancy Fee

344
1,163

1,376
6,592

1,720 187
7,755 573

749
937
3,245 3,818

1,564

9,463

11,027 774

3.02

Community Sub Projects
Partner Organsiation (Social Mobilisation)

347

23,351

3.03
3.04

Partner Orgranisation (Capacity Builiding)
Income Gernating Activities

347
8,112

2,950
124,095

3.05
3.06

Physical Infrastructure Construction
Innovative SP

7,800
701

56,271
2,694

17,307

209,361

PAF capital cost
Furniture
Vehicles

43
1,656

243
9,383

286
11,039

Machinery & Equipemnt
Total PPAF
AF Capital Cost

471
2,170

2,669
12,295

3,140
14,465

SubTotal TTraining,
raining, Monitoring Studies
Sub-T

Total Community Sub-Projects
4.01
4.02
4.03
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TOTAL (72-4
(72-4-- 402) Program Cost

21,040

GRAND TOTAL

25,000 243,000
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231,119

23,698

-

5,614

6,388

23,698 23,698

3,297
3,297 3,297
132,207 10,381 122,232 132,612
64,071
3,395

6,098
-

226,
667 16,479
226,667

252,159

58,012 64,110
3,395 3,395
210,633

227,112

42
64

236
365

277
430

471
577

2669
3,270

3,140
3,847

17,830 219,517 237,347

268,000 19,825

227,497

247,323

Chapter 9

Interaction with Saraswati Community Organization, Jayanagar-9, Nayatole, Kapilbastu

Lessons and Challenges
High Demand for Programme
There is a high demand for the programme as the sub-projects have originated
from the communities themselves. Communities have shown their keen interest
to undertake and contribute for such programme. The current challenge is to
make a trade off between rapid implementation and institution building and
enhancement of the technical capability of the Community Organizations.

Wide Varieties of Activities
As sub-projects are based on community
demand, the communities have
proposed for wide varieties of income
generation
and
community
infrastructure sub-projects. When there
are wide varieties of activities within the
sub-project, the following challenges
have been faced for sustainability of the
sub-projects:
•
•

Linkage with market for sustainable
income-generating activities.
Providing appropriate technology
support for different activities,
including linkages with existing
service structure.

•
•
•

Avail Insurance Safety-net,
particularly for livestock.
Exploring an alternative to livestock
based activities for landless poor.
Building community capacity to
manage Revolving Fund.

For PAF, it is inevitable to work with
diversified groups of poor communities,
supporting each other’s activities and
establish network for linkages and
coordination. Similarly, PAF has given
equal emphasis to collaboration with
government’s line agencies to support
communities in different areas of
strength of these programmes.
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Small Community Organizations POs Capacity
While focusing at the settlement level, a large
number of small community groups or
organizations are formed. In the long-run, they
may not be able to operate in a self-sustainable
way. To sustain these small groups, there is a
need to federate such groups and/or develop
them into co-operatives, and/or link such groups
with formal credit.
In addition, legal institutionalization and
establishment of strong linkages with VDC/DDC
is also very important for long-term support to
these community groups.
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Since capacity and experiences of POs
vary, the programme needs to focus on
PO and CO Capacity Building. Regular
monitoring and feedback system also
need to be placed for taking timely
correction measures and learn from
experiences.

Conflict-Sensitive Approach
To work in the conflict situation, sensitization
of PO staff as well as PAF staff towards a conflict
sensitive approach is required.

Annex- 1
Images of PAF Activities

Dignitaries at the PAF launching workshop

World Bank Country Director Ken Ohasi addressing the workshop

A CO member with his cart under a CO programme in Kapilbastu
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Farmers planting rice using SRI technology in Morang

Interaction with target communities in Pyuthan

Rajo Devi Ram, a member of CO, with her retail shop at Bastipur VDC-8, Siraha
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Aasharam Adhikari, a member of Janakalyan CO in Gautari VDC of Siraha, involved in vegetable farming

PO having interaction with Community at Karkiada VDC-6, Mugu

Koshila Devi Ram, rearing a buffalo supported by PAF, a member of Ma Durga CO, Bastipur, Siraha
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Nursery for chiraito farming in Manjushree Community Organization, Heleydevi VDC, Ramechhap

A Plastic Water Harvesting Tank in Makwanpur
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Khar Irrigation Project implemented by Lalinath CO, Khar- 4, Darchula

Participants of POs Orientation Programme in Mugu District

Yak Raising, Dumling, Darchula District
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Pot in Pot Evaporative Cooling Technology for Food Preservation in Chitwan

Community participating for computer training in Myagdi District through WI-FI Technology

62

Poverty Alleviation Fund Nepal

Annex- 2
Media Clippings
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Annex- 3
Poverty Alleviation Fund: Community Organization (CO)

Level Monitoring Requirements & Indicators
Project Phases

Activity

Requirements

Indicators

Social Map

No. of houses with HH no.
Other physical infrastructures
Natural resources
(agricultural land, river, forest etc)

Social Assessment

Clearly filled up social
assessment form

CO formed minuting

Community meeting minute
stating that all are agreed for
formation of CO for carrying
out the proposed sun projects

CO Registration CO Constitution

Rules and regulations for CO
members for its Institutional
building

Bank AC Operation Names of A/C operators
Details
Copy of Citizenship if available

PREIMPLEMENTATION
PHASE

CO
Agreement

CO Registration
Application

Duly filled up CO registration
form with the necessary
documents attached

Copy of Citizenship
of Position Holders
including a/c holders
(if available)

Copy of Citizenship if available

CO Proposal

Duly filled CO proposal
format with the necessary
documents attached.

Base Line Household
Survey Report and
Individual economic
Baseline of IG
beneficiaries

Analytical report of baseline
household survey
Economic baseline of each IG
beneficiary

Community Minute on
Proposal Finalisation &
Submission

Minutes on finalization of
proposal and submission to PAF

Community Action Plan Participatorily prepared
community action plan
Environment Checklist Duly filled environmental
checklist provided by PAF
VDC/DDC Information VDC/DDC letter stating the
proposed sub project is/will be
Letter
included in their annual plan
Community
Contribution/Plan
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Minute and planning on how and
when the community will collect
the community contribution for
proposed sub projects.

Project Phases

Activity

Funds
disbursement
to Non
Operating AC

Requirements

Indicators

Financial proposal
disintegrated into 1st,
2nd, 3rd Instalments
activities inline with
community action
plan

Financial proposal disintegrated
in line with the community
action plan prepared. Breakdown
of the financial items into 1st, 2nd
and 3rd instalment as per the
community action plan

PO Appraisal Report

Appraisal report on community
proposal by respective PO using
the Co proposal appraisal
format provided be PAF

Request Letter for
amount release with
Bank Account Opened
(Operating & Non
Operating

Agreement with CO
Bank account numbers ( NOA/OA)
Request letter from CO for
amount release
Recommendation letter from PO
for amount release

Funds
disbursement
to OA
PREIMPLEMENTATION
PHASE

1st instalment

Revised Community
Action Plan (If necessary)
Community
Monitoring Minute

Minutes on self monitoring of activities
accomplished using 1st instalment

Physical Progress Report Activities scheduled for prior 2
months of 2nd payment date shall
be accomplished satisfactorily as
per community action plan
Financial Progress
Report
2nd
Instalment

Satisfactory Financial Statement
in line with the physical progress

Request letter from CO for 2nd
instalment with the satisfactory
accomplishment of planned activities
nd
PO Monitoring Report Recommendation letter from PO for 2
instalment with PO monitoring report
& Recommendation
on the accomplished activities by CO
Revised Community Revised community action plan
Action Plan (if necessary)
2nd Instalment request
letter with minute

Community Contribution Satisfactory Community
Status Report
Contribution and Participation
Annual Report 2004/05

65

Project Phases

Activity

Requirements

Indicators

Revolving Fund
Status

Revolving fund operating
satisfactorily
Scheduled Procurement as per
CAP are completed Scheduled
Construction work as per CAP
completed All scheduled training
are completed CO Regular
Meeting Minuting with min. 80%
participation of CO Members

PREIMPLEMENTATION
PHASE

3rd
Installment

PM’s Recommendation

PM’s recommendation for 2nd
instalment release

Community
Monitoring Minute

Minutes on self monitoring of
activities accomplished using
2nd instalment

Physical Progress
Report

Activities scheduled for prior 2
months of 3rd payment date
shall be accomplished
satisfactorily as per community
action plan

Financial Progress
Report

Satisfactory Financial
Statement in line with the
physical progress

3rd Instalment request
letter with minute

Request letter from CO for 2nd
instalment with the satisfactory
accomplishment of planned
activities

Community Minute on
Proposal Finalisation &
Submission

Minutes on finalization of
proposal and submission to PAF

Recommendation letter from
PO Monitoring Report PO for 3rd instalment with PO
& Recommendation
monitoring report on the
accomplished activities by CO
Revised Community
Action Plan (if
necessary)

Revised community action plan

Community Contribution Satisfactory Community
Status Report
Contribution and Participation
Revolving Fund Status

Revolving fund operating
satisfactorily
Scheduled Procurement as per
CAP are completed Scheduled
Construction work as per CAP
completed Scheduled training are
completed CO Regular Meeting
Minuting with min. 80%
participation of CO Members
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Project Phases

Activity

CO Sub
Project
Completion

Post
Implementation

Follow- up
and
monitoring

Requirements

Indicators

PM’s
Recommendation

PM’s recommendation for 2nd
instalment release

Community
Monitoring
Completion Minute

All activities completed as
mentioned in CAP

Social Audit

Institutional Building of CO

Physical Progress

Project completion report by CO
Market Linkage

Financial Progress

Financial report in line with the
physical progress Insurance

PO Monitoring &
Completion Report

O&M Fund and Arrangement
Sub project monitoring and
completion report

Stake holder’s
Monitoring Report

Satisfactory Community self
monitoring and evaluation report

Revolving Fund Status

Satisfactory report on Revolving
fund operation

Follow-up by PO

Functioning of CO as an
Institution

Post Implementation
Report

Sustained benefit

Impact Monitoring

Regular CO Meeting

Benefit Monitoring

Coordination, Linkage and
Networking

Outcome Monitoring

Revolving Fund Operational
Regular O&M Access to other
resources CO Involvement in
other development and social
activities New sub-project
demand
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• Community Infra.
Dev. Expert
(Head of the Unit)

Community Infra.
Dev. Unit
• Monitoring and
Evaluation Expert
(Head of the Unit)
• Research & Dev.
Officer

• Human Resource
Dev. Expert (Head
of the Unit)

• Micro Enterprise
Dev. Officer

Portfolio Manager (25)

Monitoring/Evaluation
and Research Unit

Human Resource
Dev.

Executive Director

Vice Chairperson

Board of
Governors

• Account Officer
• Office Assistants (7)

• MIS Officer
• Communication Officer

• Messengers (3),
Drivers (3)

• Administrative Officer

• Financial Analyst (Head
of the Unit)

Accounts &
Administration Unit

• Social Inclusion
Expert (Head of the Unit)

Program Coordination
& Communication
Flow Unit

The organization Structure of the Poverty Alleviation Fund

Annex- 4

Annex- 5
Poverty Alleviation Fund - Board of
Governors
Chairperson

Hon’ble Mr. Kirtinidhi Bista
Vice Chairperson
Council of Ministers

Vice Chairperson

Dr. Mohan Man Sainju

Member

Mr. Ram Krishna Tiwari
Secretary, National Planning Commission

Member

Mr. Krishna Pd. Sapkota
Chairperson, Association of District Development
Committees of Nepal

Member

Mrs. Mahin Limbu
Chairperson, Association of Village Development
Committees of Nepal

Member

Chair Person
National Woman Commission

Member

Mr. Bhagwat Biswasi
Chairperson, National Dalit Commission

Member

Dr. Om Gurung
General Secretary, Nepal Federation of Indigenous
Nationalities

Member

Dr. Rita Thapa

Member

Mr. Shree Krishna Upadhaya

Secretary PPAF
AF Board

Mr. Raj Babu Shrestha
Executive Director, PAF
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Annex- 6
Poverty Alleviation Fund- List of Staff
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S rr..

Name of Staff

1.
2.
3.
4.
5.
6.
7.
8.
9.
10.
11.
12.
13.
14.
15.
16.
17.
18.
19.
20.
21.
22.
23.
24.
25.
26.
27.
28.
29.
30.
31.
32.
33.
34.
35.
36.
37.
38.
39.
40.
41.
42.
43.
44.
45.
46.
47.
48.

Mr. Raj Babu Shrestha
Mr. Murari L. Chaudhari
Mr. Manoj Chipalu
Mr. Jhanka N. Shrestha
Dr. Madan P.Pariyar
Mr. Shiv Bhakta Sharma
Mr. Govind B. Pun
Mr. Buddhi R. Tamang
Ms. Anita Koirala
Mr. Kanchan Tamang Lama
Ms. Sunita Shakya
Mr. Shree Ram Subedi
Ms. Sumita Malla
Mr. Akhilesh C. Das
Mr. Nirmal Pant
Mr. Jaya R. Pant
Mr. Nabin Pokharel
Mr. Om Pd. Paudel
Mr. Arun Pandey
Mr. Bal Krishna Biswakarma
Ms. Bikam Karki
Mr. Bhupananda Biswakarma
Mr. Binod Bdr. Karmacharya
Mr. Buddhi Krishna Dulal
Mr. Dhana Raj Sah
Ms. Deepa Regmi
Mr. Kamal Bdr.Thing
Mr. Lal Bdr. Siwa
Mr. Manoj Kr. Gupta
Ms. Meena Nakarmi
Mr. Prabin Manandhar
Mr. Rabindra Suwal
Ms .Rajani Adhikari
Mr. Ramesh Lama
Mr. Sharada Nanda Singh
Mr. Tara Pd. Joshi
Mr. Dinesh Gautam
Ms. Bhumika Kharal
Ms. Roslina Maharjan
Mr. Parjun Sapkota
Ms. Nisha Acharya
Ms. Kapila Prajapati
Ms. Lalita Kayastha
Mr. Madhav Rimal
Mr. Krishna Bdr. Khatri
Mr. Rajendra Dhakal
Mr. Prem Lama
Mr. Suvash Rai
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Position
Executive Director
C& ID Expert
Financial Analyst
M&E Expert
Social Inclusion Expert
HRD Expert
Administrative Officer
Finance Officer
Micro Ent. Officer
R&D Officer
MIS Officer
Communications Officer
Portfolio Manager
Portfolio Manager
Portfolio Manager
Portfolio Manager
Portfolio Manager
Portfolio Manager
Portfolio Manager
Portfolio Manager
Portfolio Manager
Portfolio Manager
Portfolio Manager
Portfolio Manager
Portfolio Manager
Portfolio Manager
Portfolio Manager
Portfolio Manager
Portfolio Manager
Portfolio Manager
Portfolio Manager
Portfolio Manager
Portfolio Manager
Portfolio Manager
Portfolio Manager
Portfolio Manager
Office Assistant
Office Assistant
Office Assistant
Office Assistant
Receptionist/Secretary
Receptionist/Secretary
Finance & Admin Asst.
Driver
Driver
Messenger
Messenger
Messenger
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