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FINAL AIDE-MEMOIRE

Original IDA Amount: USD 150,000,000 (SDR 97.6 mil)
Date of Board Approval December 27,2013
Date of Effectiveness July 22,2014
Closing Date December 31, 2019
Disbursements to Date {1/9/16) : USD 23,176,919
% Disbursements to date  17.22%
Current Undisbursed Amount: USD 111,453,497

A. INTRODUCTION

1. The 6 implementation support mission (ISM) for the Central Highlands Poverty Reduction
Project (GNTN) was carried out fromOctober 28 to November 11201614 EA | EOOET 1 6 O
activities were to review: (i) the quality and progress of livelihood and infrastructure investment
sub-projects, (ii) the planning for 2017 (and beyond recently completed, (iii) procurement and
contract managementperformance, (iv) budget allocation for the current calendar year and

financial management, and (vpther specific project management issuemcluding staffing,

technical assistancereporting and managementinformation systems.

2. The mission extends its thanks to Director Tran Ngoc Hung, Deputy Director Do Thanh
Trung, and the staff of the Central Project Coordination Office (CPO) of the Minystf Planning and
Investment (MPI) for their support in the organization and conduct of the mission. The mission
visited the provinces, districts and communes indicated iTable 1 below. The mission thanks the
members and staff of the commune developmentdards (CDBSs), district project management units
(DPMUs), and provincial project management units (PPMUS), atite communities and
beneficiaries in these areas for their time and insightshared.

Table 1: Provinces, Districts, and Communes Visited (ISM, November 2016)

Provinces Districts Communes
Kon Tum Tu Mo Rong Van Xuoj Tu MoRong
Dak Glei Dak Kroong
Quang Nam Nam Giang Ta Bhing, Dak Pring
3. Thisaidel i I T EOA OA £l A AddardiBdhgs| récAnEridatiéng) andkey

actions to be taken, which weraliscussedand agreed to with theDirector of the Department of
Local and Regional Economynd the staff of the CP@n November 11 More detailed technical
findings andrecommendations are found in Annexes 1, 3, 4, 5, and 6, whilenAex 2 contains the
updated status of previous actions to be takeMhe mission also shared with all six Provincial PMU

1 The mission wasco-led by Son Thah Vo (Sr. Rural Development Specialisgnd Sean Bradley (Lead Social
Development Specialist) and included Cung Van Pham (Sr. Financial Management Specialist), Dung Thuy Vu
(Team Assistant) Hoai Van Ngyen (Procurement Specialist), Inna Punda (FAO Livhalbods Specialist),

Phuong Ha Duong (Project Coordination Assistant), and Quyen My Thi Nguyen (FM Assistant)
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Directors or Deputy Directors, and key staff, a preliminary set of these findings and o o

OAAT I 1T AT AAGETT O AO OEA EAAAAAAE x| OEOET P EAI A EI
B. SUMMARY MISSION FINDINGS AND RECOMMENDATIONS

4, Achievements to dateThe mission reviewedthe GNTN progress repd through Sept 30,

2016. This report notesthe following levels of achievement for key output indicators of progress
from the project results framework:

a. 62,102 householdbeneficiaries to date (of which 37,974 are indigenous ethnic
minorities (EMs), and 7,482 are migrant EMs)representingapproximately 52% of
the total project target;

b. 1,641 LEGs createdwith a total of 17,784 memberg to date;
1,728 person-days of training provided to 1,527 traineeq2016);

d. To date,48% of village-procured infrastructure planned for 2016 is completed, 206
of communeprocured infrastructure is completed,and 2% of district-procured
infrastructure is completed.

5. Implementation Progress to [@te. As indicatedin the last paragraph,overall physical
progress of the project remains moderatelysatisfactory with good progress on livelihoods,
communications, and capacity building activities.rhplementation of infrastructure activities under
components 1.1 (village and commune infrastructure) and 3.1 (conneet infrastructure),
however, remains behind scheduleboth overall andfor 2016 in particular. Takenall together, only
32% of the total number of planned infrastructure investments had been completed by the end of
September 2016, and only19.4% of thetotal value of theseplanned investments were completed.
As discussed below, the slow implementation in 2016 is the result die delayed finalapproval of
plans (by provincial DAT BT A08 APd3) akd@hé duBséquentlate start of design and
contracting of worksfor the year, and further delays caused by the rainy season in Central
Highlands. In addition,MOF and MPI restrictions on the overall use of ODA by MO#daVIPI have
also causedielays in project execution, as discussed belo®arlier finalization of 2017 plans, and
indications that MOF/MPI budget restrictions will be better managed this coming year suggest that
implementation progress of infrastructure investments should improve in2017.

6. Annual Planning and Budgetind2016 & 2017). Changes in the way that ODA is managed by
the central government has created additional constraints on projeémplementation. While the
provincial and CPO estimated budget requirements for the project for 2016 were VND 874 billion,
the overall budgetallocatedby central government was only VND 417 billion. While some
adjustments to this total allocation have been made, overall the leved$ available fundingfor 2016
will be only around50% of the original plan. Anticipated flexibility to increase the levels of
allocalOAA / $! O OEA POl EAAO6O A@AAOOETI ¢ ACAT AEAO AU
province with significantly lower funding than originally budgeted.Looking ahead, poject teams in
all provinces and CPO havprepared their annual plans for 2017 and are in the process of
reviewing and revising these plansfor final approvals (MPI, World Bank and PPCsWhile this
should allow afaster start for 2017 activities as soon as budget resources are made available,
potential limits placed on ODA alloations could artificially constrain implementation progress for
the coming yearas well The current projected gap for 2017 is aroundVND 439 billion, or 324 of
total projected budget. While MPI assured the mission that the constraints encountered in 2016
will be resolved in the coming year, the mission is cautious in projecting a rapid increase in
implementation progress for the coming year
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7. Status of Previously Recommendedadons. The CPOreports having completed or being in
the process of completing met of the previously recommended actiongrom the March and August
2016 missions Importantly, CPOcompleted the 2015 auditon time, carried out lessons learned
workshops on FM and procurement issugsand with the commune facilitatorsand adjusted PIM
guidelines accordingly launched the 2017 and 201719 planning processesyupdated training
materials for LEG, and has initiated recruitment of consultancy firms to carry out agreedipon
technical studies that will inform the projectd O -ferth Aeview (MTR) scheduled forMarch 2017.
The ploting of market linkages arrangementsand integration of nutrition education with food
security LEGs remains behind schedulgroject grievance redress system (GR@)nd hotline
information has not yet been added to projeccommunication materials,and implementation of
safeguard related actions is also delayednnex2 shows thedetailed status of the previously
agreed ations as of the time of the current mission

8. Key Actions to be &ken. The full list of newly agreed uponactionsto be taken byCPO and
MPI management are shown in Table 4 of Annex These include thefollowing priority tasks :

a. Revise 2017 plandased on implementation progress to date and additional
guidance agreed to with World Banlkand submit to Bank forno objection by Dec 15

b. Secureprovincial PPC endorsemenbf 2017 plans by Jan 31,

c. Sign contractsfor and initiate work on 3 pre-MTR studies (beneficiary assessment,
financial and technical review of infrastructure investments and of LES) by Dec2;

d. Carryout jointly with the World Bank a detailed safeguard review, procurement
post review, and an assessment of connective infrastruatel investmentsand O&M
arrangementsprior to the MTR; and
e. #AOOU 1 OO0 MIRAissDION Nalch 20570
9. Safeguard Compliace. Overall, the mission did not find any major issues with compliance of
safeguard policiestriggered for this project. However there is a consistent failure on the part of
provinces and districts to ensure that the proper procedures are followed regaidg land donation
and compensation for loss of assets (or land). In a majority of strojects visited, community
groups were open about agreements for land donation or compensation, but in no case was there
documentation to support this, which is a strictrequirement of the Resettlement Policy Framework
agreed to between the World Bank and the Government. While these cases appear to be small and
generally easy to fix, the government must place more emphasis on this aspect of project
management in the futue. It was agreed that the Bank will conduct a detailed review of the
application of both social and environmental safeguards with the CPO and relevant project
management units and follow this up with a training of relevant staff.

10. Procurement ManagementOverall, procurement progress is slow due to lat@pproval of
annual plan lengthy approval processand late completion of the technical survey and design
works. The Bank mission reiterates its recommendation that the design package for the following
year should be included in the supplemental plan for the previous year to make sure that the
designs are ready for the investmentsvell in advance. The Bank mission alsgost reviewed some
procurement packages in the two visited provincesand found some irregularities which require
prompt clarifications and further information from Kon Tum province. Detailed findings and
recommendations arepresented in Annex 6

11. Financial Managemen{FM). The mission is pleased to note than the two provinces
visited, the proper accounting systems were in place, accounting records and documentation were
properly obtained, the accountants in general received adequate training and reconciliations of
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funds were done on a regular basis. The recommendan of the previous mission on the ceilings of
the Designated Account was implemented where the ceilings significantly increased which could
accommodate the increased levels of paymentdost other issues identified on FM related to slow
disbursement due the shortage of budget allocation as mentioneabove, some ineligible
expenditures, andimplications to be aware of with the new Circular 111/2016 on Financial
Management of the ODA projects replacing the Circular 21&urther detailed observations and
recommendations are presented in Annex 5 of this document.

12. Mid-term review. The mission reached agreement with MPI and CPOftold the MTR
mission for the project inlatter March 2017, once the twdfinancial and technical analysesf (i)
infrastructure, and (ii) LEGs, and the beneficiary assessmeate completed by outside firms.

Final Aide Memoire November 14, 2016 4



Annex 1: DETAILED TECHNICAL FINDINGS AND RECOMMENDATIONS
Component 1: Village & Commune level infrastructure

1. Village and commune level infrastructureThe mission visited 8 infrastructure subprojects
(village-procured: 1 suspension bridge, 1 communal house, 1 wateupply project, and 1

production area access road; communerocured: 1 water supply project, 2 suspension bridges,

and 1 classroom construction). Overall, the quality of the works appeared to be satisfactory, though
there were several minor issues that rquire attention (which are outlined in the detailed

engineering report from the CPO). In many cases, the good quality of the works appears to reflect
appropriate support from the district engineers and sound technical knowhow from key

community members. h addition, works procured through villagelevel, community participation
(CP) appear to be both of good quality and good value that included the use of local knowledge and
skills, involved local labor, and leverage valuable community contributions. Thesgas, however,

one case (the suspension bridge) where CP procedures were not the most appropriate as the
community did not have the technical knowhow to implement the project (and indeed hired a
contractor to do the work). Nonetheless, given generally goaalitcomes seen, the mission
recommends that CPO and PPMUs promote the expanded use of CP for relevant investments (i.e.,
not technically complex) and where communes have successfully implemented CP, consider
increasing the limit on the size of CP investmés to VND 500 million.

2. Constraints. # 1 1 | OT Al h AEOOOEAOh AT A DOI OET AEAT OAAI O
trip identified a number of interrelated constraints that have continued to slow implementation

progress. These include poor estimates of suproject costs which result in, sometimes significant,

variations of costs at design stage. These variations in turn cause districts and provinces to seek re

APDPOT OAl 1T &£ PI AT O A£0Ti1T OAI AGAT O PAiI PI AOGS6 Aéi i EOOA
mission reached agreement with MPI to allow for up to 15% upward variation in the cost of

community participation and livelihoods investments without requiring additional approvals.

3. Operation and Maintenance (O&M)Though not a key area of focus for thaission, the team
found only limited indications that O&M arrangements have been put in place for the various
infrastructure sub-projects. While it appeared that some training has been provided to at least one
group of villagers responsible for taking ove responsibility for a suspension bridge, the training
materials appear to be more suitable to technical specialists rather than villagers. In addition, no
clear or consistent arrangements appear to have yet been put in place for collection or management
of O&M funds. Finally, as noted above, the mission found small, but important, maintenance
activities being overlooked by the community. Evidence from CDD operations worldwide show that
best practices are: (i) to form and train O&M committees prior to whemorks are completed, and

to provide follow-up training once O&M activities begin, (ii) ensure these committees are fully
aware of the likely costs of typical O&M requirements so a financing strategy can be developed and
relevant funds collected from commuiity members where appropriate, and (iii) establishing an

O&M fund with clear rules and regulations. The Bank and MPI agreed to conduct a more detailed
follow-up on the status of O&M arrangements in general and specifically relating to component 1.3

2 Salomonsen, Andreas and Myrtle Diachok “Operation and Maintenance of Rural Infrastructure in Community
Driven Development and Community-Based Projects.” World Bank, June 2015.
http://globalpractices.worldbank.org/gsg/CDD/ layouts/15/WopiFrame.aspx?sourcedoc=/gsg/CDD/Documents/C
DD%20and%200perations%20and%20Maintenance/OM%200f%20Rural%20Infra%20in%20CDD%20-
%20Stocktake%20-%202015.pdf&action=default



http://globalpractices.worldbank.org/gsg/CDD/_layouts/15/WopiFrame.aspx?sourcedoc=/gsg/CDD/Documents/CDD%20and%20Operations%20and%20Maintenance/OM%20of%20Rural%20Infra%20in%20CDD%20-%20Stocktake%20-%202015.pdf&action=default
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http://globalpractices.worldbank.org/gsg/CDD/_layouts/15/WopiFrame.aspx?sourcedoc=/gsg/CDD/Documents/CDD%20and%20Operations%20and%20Maintenance/OM%20of%20Rural%20Infra%20in%20CDD%20-%20Stocktake%20-%202015.pdf&action=default
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of the project to inform more detailed recommendations. This will be done as part of the proposed
technical review of component 3.1 (see below).

Component 2: Livelihoods

Sub-component 2.1: Seklreliance and Income Generation

4, Thelivelihoods component has achiged a number of tangible resultsince its start in 2015
The mission visited five communesin Kon Tum and inQuang Nam provincesand noted fair
progress in terms of capacity building, empowerment, and participation of local communities.
Commune, distri¢ and provincial project staff and management have actively implemented and
supported establishment of the Livelihood Enhancement Groups (LEGs) and implementation of the
various agriculture production activities that are conducive to the improved food secuty and
sustained and/or diversified income sources.

5. To date, overall acfevements include: (i) 1610 LEG=or 98% of the annual plars, have
received or are currently receiving organizatioral and technical support to enhance basic
household production (see table 2 below) and (i) anecdotally, some groupgeature best practices
of sound planning,joint inputs purchase and laba differentiation.

6. The missionalsonoted that some nutrition-related activities for the food security and
nutrition LEGs have stated with the involvement from the commune health workers. Cooking
demonstrations have taken place for the nutrition LEG and LEG members appreciated the new
knowledge gained. However, it was reported thathe previously agreed upomutrition
document/materialsAAOAT T PAA AU OEA O4EOEOA Afihulated & OA 6
previously agreed.

Tab2®e Overvi ew edlfatlLeEdGspr oj ect activities

Type of LEG Nos. of_ LEGs Total LEG Average members  Total land, Average area
established members per LEG ha per LEG, ha
Sweet Potato 11 152 14 20 19
Hybrid maize 114 1,274 11 311 2,7
Paddy rice 457 6,181 14 1.105 2,4
Job's-tears (bobo) 20 208 10 66 3,3
Gac fruit 2 37 19 4 1,8
Layers 266 3,298 12 N/A N/A
Pigs 191 2,746 14 N/A N/A
Ducks 9 140 16 N/A N/A
Beef cattle 308 3,748 12 N/A N/A
Source: CPO ©Odowedthdené of
7. The mission noted additionalconstraints and challengesith LEG supportand
sustainability, includingd, } EQ OOAEI EI ¢ AOOOEAOI A 11 Al Ori h

as well as reference materiaétill need improvement (some good examples exist, however
additional efforts should be challenged towards simplification and practicality; (ii) farmers
operating in LEGdack basicunderstanding of farm economics; (iii) Imited information and

3 Van Xuoi, Tu Mo Rong, Dak Kroong, Ta Bhing, Dak Pring.
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experience sharing between LEGs; and as a result of these three (jii) weak adoption of good
LEG members only think of short term benefitather than sustained improvement of agricultural
production. In addition, some selected investments are unlikely thave the expectedoverty
reduction effects For example, beef cattle is not a prpoor value chain as iis an expensive
investment that requires a longer-term period for profit generation. For these reasons, the mission
strongly recommends that cattle raising no longer be considered an eligible LEG activity

8. To help achieve LEGsustainability, CPGshould developa simple and flexible monitaing
tool that would geo-reference and categorizd.EGs into (a) food security; (b) potentially ready for
market; and (c) ready for market. Each LEG would need to be assesaed scoredagainst a set of
defined and weighted criteria The scoring system wilfacilitate the decision of what type of
technical assistanceand supportthe groups requires to achieve thdr intended development goas.
Annex3-A contains an example of such an assessment tool.

9. Due to alack of adequate value chaimanalysis, incomegenerating livelihood activities are

not currently fulfilling their intended purpose. The mission recommends the development and use
of a simplestrategic investmentanalysis and planning (SIAP) todlor pro-poor value chain
development. Suctplans, or SIAPswould identify what value chains have potentid to improve
livelihoods of poor people, provide upgrade options and assess their feasibilitgpnsider
environmental sustainability and social inclusion. An example of such a plan is shownAnnex 3-B.
The preparation of a SIAP should be required faall different types of proposed income generation
LEGs and market linkage partnerships (one per product or productive activity). These SIAPs would
serve DPMU and PPMU livelihood consultants in screening specifiEG subprojects proposals and
determining their feasibility. The SIAPs should also be made available to LEG groups so that
members are better aware of the time, inputs, commitment, and external support required to make
a given commercial LEG viable.

10. Lastly, the mission recommends that due attention is paid in training and followap support
by livelihoods consultants to foster the application of best practices and technology regarding
water conservation, integrated pest management, slope agriculture land thoology, and opt for
drought resilient varieties of fodder and other crops.

Sub-component 2.2: Market linkages initiatives

11. The mission was happy to learn that after long delageven Market Link Partnerships
(MLPs) have been establishednder the project. However, the mission noted that these MLPs are
generally similar in operational and support terms to existingcommercial LEGSA review of
progress to date that was conducted with several LEG consultants from the six PPMUs and districts
where the MLPs wee established indicated that ambersome approval procedure caused several
MLP groups tomiss the cropping season and thefore needed to change plans and proposed
crops# Further complicating the implementation of MLPs is a lack of clarity on the availabbudget
for sub-component 2.2, creating tensions between DPMUs (who should support implementation of
MLPs) and CDBs (who hold the overall budget for component 2). Therefore, the mission
recommends that CPO establish a formula and direct PPMUs to set asid=ertain percentage of the
livelihoods budget for each commune which has participating MLPs for district execution of

4 Working session of Market Linkages team held in Da Nang on 5 November 2016
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component 2.2. Preliminary analysis suggests that MLPs will cost between 10% and 12% of the
relevant livelihood budget.

12. The mission beleves, however, thathe main reason for limited progress m this sub-
component lies in the absence giroper business analysis and planning for the potential crops or
other productive activities that may have market potential. In addition, thedentification of
agribusinesses interested in working with the project should be focused on end markbtyers and
not be limited to the district level alone. Once SIAPs are prepared for the MLRBe project should
re-initiate the dialogue with the private sector tobetter understand their specifications and
translate theseE1T O1 DOI AOAOEI 1T-ORAARADB O, WEOHI REEEBT ¢ AO
agribusiness as possible. It is suggested thativertisements are made throughmass media and
direct engagement with chamlers of commerce at district, provincial and national levelsWhile
new MLP proposal would not be discouraged, the mission does not recommend that fh®ject
enter into financing agreements with new MLPs until relevan§IAPs are developed.

Component 3: Connective Infrastructure, Communications and Capacity Building

13. The mission did not review in detail the status of any investments or activities under
component 3. Component 3.1, Connective Infrastructure, will be the subject of a special technical
review by the infrastructure consultant working with the task teamin January 2017, and
Communications and Capacity Building (components 3.2 and 3.3) will be reviewed in detail as part
of the MTR.Annex4 presents the type and target audiences for the capacity dding and
communication activities reported by the CPO for the third quarter of 2016.

14. Communications While the mission found continued evidence of egoing communication
activities and materials in the field, a number of gaps remain. First, the missionuiod clear and
consistent misunderstanding of the requirements of the Resettlement Policy Framework (RPF) of
the project which requires documentation of either voluntary land donation and for compensation
for land or loss of assets. The mission found regulanstances of both donation and compensation
that were not documented, which must be corrected immediately by the PPMUs. Moreover, it would
seem that there is need for rdraining on the specific requirements of the RPF, and clearer
communication on its principles so that community members are fully aware. Second, a majority of
LEGs members seem to have little understanding or appreciation of the opportunities and needs to
make their productive activities more sustainable either individually or as a group.LEG
communication materials should be adjusted accordingly. Third, previous recommendations to
include in all future project communications the feedback/grievance redress system access
telephone and text numbers has not yet been done. Lastly, while notare responsibility of the
project, the outbreak of foot and mouth disease, as well as other animal diseases, in the Central
Highlands region pose a significant risk to both project LEGs as well as the general population. As
such, it is recommended that poject communications efforts also support general efforts in the
province to alert and inform the population in the GNTN project areas of these riskBhe most

urgent topics are on advising local farmers to improve their bigsecurity measures (e.g., preveion
practices for cattle and livestock with locally available techniques and resources for disinfection
and quarantine).

15. Capacity Building The mission also observed examples of low quality or low value training
and training materials for LEGs groups. Fdnstance, many training materials appear not be
customized to the specific needs (or language capacities) of local groups, but rather cut and pasted
from general text books. In addition, the mission noted several trainings for activities that did not
appear essential (covering issues/technical areas weknown to most ethnic minority farmers,
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such as planting sweet potatoes) or included neessential or excessive costs. The mission
recommended that the quality of future training materials be reviewed by th livelihood
consultants at DPMU and PPMU levels prior to implementation. In addition, more effort should be

placed on developing training materials that use pictures or are recorded in local languages (which

can be rebroadcasted locally) to overcomehe limits in national language literacy among, in
particular, the poorest members of the project communities.

Component 4: Project Management

Financial management

16. Disbursements After more than 2 years of project implementation, with less than 18% of
project funds disbursed, the project remains significantly behind originally estimated disbursement
rates. This is due to delayed project effectiveness, slower than expected implementatstart,
delayed approval of the 2016 budgets, and, restrictions on alload budgets to both provinces and
the CPO. This last point in particular, which is outside of the project control, could continue to

constrain project disbursements going forward. For example, while the budgets that were approved

by the PPCs and MPI for 2@ltotaled VND 874 billion, the total budget that was allocated to the
provinces and CPO, and which controls actual spending on the project, was only VND 417 billion.

4EA OAOE OAAI 60 O1 AROOOAT AET ¢ EO OEAO Qdelorts EI EO

on the part of MOF to control ODA flows. As sualmless these restrictions are reduced or

removed in the near term, in spite of improving implementation progress (for example,

projections are that the project overall will meet its implementatbn and expenditure targets for the
current year), the task team can only expect to see modest increases in disbursement rates in
the coming years. The task team has advised the Vietnam portfolio management team of these

issue and has reduced earlierproj@@ET 1 O T £ POl EAAO AEOAOOOAI AT OO A&l C
between the estimated and allocated budget for 2017 for the PPMUs and CPO are shown in Table 3
below.
Table 3: GNTN 2017 Planned and Allocated Budget
. . . % allocated
ODA budget proposed in 2017 plan Estimated ODA budget allocations budget/
PMUs (1000 VND) ('000 VND) planned
budget
2016 carry over 2017 Total 2016 carry over 2017 Total
Dak Lak 128,647,700 235,876,601 364,524,301 232,000,000 232,000,000 63.649
Dak Nong 118,900,000 161,900,000 280,800,000 131,000,000 131,000,000 46.659
Gia Lai 13,858,820 196,141,180 210,000,000 11,000,000 143,000,000 154,000,000 73.339
Kon Tum 58,444,440 170,833,060 229,277,500 53,000,000 158,445,000 211,445,000 92.229
Quang Nam 39,897,280 63,391,590 103,288,870 103,288,870 103,288,870 100.00
Quang Ngai 34,943,006 126,701,907 161,644,913 88,593,000 88,593,000 54.819
CPO 54,883,173 26,400,240 81,283,413 60,000,000 60,000,000 73.829
Total 449,574,419 981,244,578 1,430,818,997 64,000,000 916,326,870 980,326,870 68.52%

17. Accounting and Control PracticesThe mission wa pleased to note that in the two

provinces visited (Kon Tum and Quang Namproper accounting systems were in place, accounting
records and documentation were properly obtained, the accountants in general received adequate
training and reconciliations of funds were done on a regular basis. The recomneation of the
previous mission on the ceilings of the Designated Account was implemented where the ceilings
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significantly increased which could accommodate the increased levels of payments (see Anbdar
the ceilings).

18. Recommendations The mission raisel the following issues for the atention of the
management: (i) the PIM should be revised (and training tdelivered) to incorporate the impact of
the recently issued Circular 111/2016 of the MOF, (iipiven noted constraints on budget
allocations,CPO andhll PPMUs shall closely work with MPI and PPCs to ensure that the sufficient
budget is allocated for the project activities, (iii) Internal Audit (for the CPO by MPI Inspectorate,
PPMUs by DPI Inspectorate and DPMUs by Investment and Planning Departmehgll be carried
out, which include the provision of authorization, the guidance on the scope and procedures of
audit and reporting, and (iv) CPO and Kon Tum PPMU to quantify the ineligible expenditure of car
rental at Tu Mo Rong DPMU and refund the relafe AT 1T 0T O O1 OEA 00-56860
Further details and other issueof FM are presented in Annekb.

Procurement

19. Procurement progress The mission visited Kon Tum and Quang Nam provincealthough in
generalthese provinces havanade significant pragress in terms of staffing and systems, overall,
implementation of civil works contracts planned for 2016, is behind schedule. While several
contracts haverecently been signed anchave begun execution, a large number of works contracts
were still either in designstage orbeing bid & the time of the mission. The project implementing
agencies(CDBs, DPMUs, PPMUisiformed the mission that they will exert extra effortto speed up
the process to sign contracts for all remainingackagesby the end of Novembe. Nonetheless given
that it will take 3 to 4 months for contract execution, it is likely thathese works will not be
completed before the end of thdirst quarter of 2017. Themission noted that themain reasons for
delaywere the slow: (i) preparation of procurement plans for 2016; (ii) selection and signingof
contracts with survey and design consultars; (iii) process of submission and appreal of design;
and (iv) solicitation and evaluationof quotations/bids .

20. Preparation of 2017 procurement plan. The mission waspleased to learn from the PPMUs
that the implementation plans for 2017 are currently being finalizedand will be submitted to the
Bank for review in December 2016This progress will hopefully help to eliminate some of the
delays highlightedin the previous paragraph. In addition, the mission recommends the following
actions to further improve procurement performance:(i) spend extra effort and attention to
accelerate the progress of all packages, especially those contracts have natrbsigned; (ii) closely
monitor and manage the contract under execution to ensure that the works will be completed in
accordance with the required standardand within contractual time and cost; (iii) make sure that
all defects will be corrected by the contractordbefore end of the liability period (where applicable);
(iv) expedite the preparationof the procurement plan for2017; andas previously recommended
(v) contract consultants for the preparation of the design for civil works packages planned in 2017

21. Procurement post review. The mission postreviewed severalcontracts in Kon Tum and
Quang NamlIn Kon Tum, a number of irregularities were identified (including identical formatting,
and errors) among quotationsand bids in 3 of 4reviewed packages. More detafindings and
specific recommendations are included irAnnex6.

Other Project Management Issues

22. Project Planning (2017. The mission notel that initial planning for 2017 has been
completedand all PPMUshave submitted their plans to CPO for review. There arsome concerns,
however, that the proposed plans (at an estimated level of VND 1.4 trillion) are unrealistic given
historical progress to date as well as levels of approved ODA allocations (VND 980 millioaee
table 3 above). As such, the mission agreedttv MPI/CPO to provide initial comments on the plans

Final Aide Memoire November 14, 2016 10
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and recommendations on how to revise. MPI/CPO indicated that provinces would require
approximately 3 weeks (until the end of November) to update the plans in conjunction with DPMUs
and communes. It was lso agreed that CPO would organize a review workshop(s) with PPMUs to
review revised plans and provide immediate feedback to help accelerate the process of finalization.
The World Bank team committed to joining the proposed workshop(s), depending on timingnd
availability. This schedule should allow for a final review and approval/no objection of the plans by
MPI and the World Bank by the end of December, latest. Thereafter, provinces would seek final
endorsement of the plans by their respective PPCs. M&mmitted to following up this final

approval process closely to avoid the delays experienced in 2016. Ideally, 2017 plans could be
approved and ready for implementation prior to the Tet holidays at the end of January. Design
package for 2017 should be inaded in the supplemented plan for 2016.

23. Medium-term Development Plans (201719). As part of the planning process carried out in
July-August, mediumterm development plans (MTDP) for 201719 were also prepared for the
project communes, districts, and provices. These plans help to integrate project plans into the
T OAOT i AT O 8-y@ar planhing brGcesdes. MPI also indicates that this thregear plan will
make it easier for the project to call forward estimated ODA budget from subsequent years if
provin ces exceed their current annual cap. It was agreed with MPI that these meditenm plans
would undergo review, validation, or revision each year in the development of the annual
implementation plan (for 2018 and 2019).

24, Project Financing/Costs to CompleteThe mission initiated discussions with CPO regarding
planning and budgeting projections through to the end of the project (Dec 2019). Such analyses, by
project component and executing agency, would be required as part of the MTR mission planned for
March 2017, and could draw on the MTDPs mentioned above. Therefore the mission agreed with
CPO that a detailed analysis should be carried out prior to the MTR that compares original project
budgets, costs to date, outstanding commitments, and estimated tasksdacosts to complete by
component and executing agency (CPO and PPMUSs). This information will inform the discussions
around any potential project restructuring (including budgets) that would be recommended as part
of the MTR. These analyses would also nettake into consideration the project financing that

was not specifically allocated to either provinces or the CPO (estimated US$ 20 million) and the
current SDR/US$ exchange rate los$s.

25. Social and EnvironmentaSafeguards The missiondid not include sakguard staff and
therefore did not undertake a thorough review of the status of the application of relevant actions.
However, the mission noted a consistent failure to properly document transactions relating to land
donation and compensation that were repaed by communities and local groups (for both
infrastructure and LEGs sukprojects). While in general the cases are small in size and value, and
appear to be easy to document, the lack of relevant documentation, which has been previously
identifiedasal AT Ai  O1T AAO OEA POT EAAOh EO Al AAOI U EI
framework (RFP) and requires urgent attention to correct. Therefore, the mission agreed with MPI
and CPO to remind all PPMUs in writing of the specific responsibility der the RFP for land

donation and for compensation for loss of assets. The mission requested that the letter advising the
PPMUs be shared with the task team prior to issuance to ensure that the details conform to Bank
policy and the RFP. In this regard, thmission was pleased to note that MPI had appointed a
responsible CPO staff to oversee these and other relevant actions regarding safeguards until such
time that qualified staff could be hired for the regional technical assistance unit. The task team

5> At the time of the 6! ISM (Nov 9, 2016), the USS value of project financing had lost approximately 10% of the
original estimated financing of US$ 150 million, or around USS$15 million.
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agreed with MPI/CPO to carry out a more irdepth review of safeguard compliance, and to help
conduct further training for relevant provincial and district safeguard staff immediately following
this review (see next paragraph).

26. Safeguardreview and training. The mission also agreed with MPI/CPO to conduct a joint

technical review mission (with relevant PPMU and DPMU staff) to specifically look in detail at the

application of environmental and social safeguard actions relevant to the project. This review, to be

1AA AU OEA "ATEBO0 Ox1 OAZACOAOA OPAAEAI EOOOh x1 Ol
inform the MTR. It was agreed that the safeguard team would share draft TORs, a proposed detailed
schedule, and criteria for sampling the suiprojects to be visited by December E.At the request of

MPI, at the conclusion of the field work of the technical mission, the Bank safeguard specialists

would carry out a 2-day training course with relevant GNTN safeguard personnel at provincial and

district level, drawing on the findings of the technical review mission.

27. Mid-term Review (MTR) The mission reached agreement with MPI and CPO on the

tentative scheduling of the MTR in the second half of March 2017. As discussed with CPO and the six
PPMUs participating inthe Da Nang field mission wrapup workshop, the MTR is a much more in

depth assessment of progress and the likelihood that the project will achieve its established
objectives (see ppt slide). In addition, the

MTR provides the evidence and rationale for

Mid-term Review (MTR) Mission any restructuring of the project to expand or
- close a component, extend the
" Offers 3 chance for Cpvernment and Bankto determine if project s implementation period, or seek additional
* Reviews underlying rationale and assumptions about project resources. The mISSIOn agreed to Shal‘e Wlth
purpase and design (components) d CPO t t t TOR f th MTR b
* Considers implementation progress and Government’s efforts to MPI an atenta .|Ve . stor e y
address/correct problems mid-December for their review and

* Reviews closely legal, fiduciary, and safeguard c

comments, and to dbw for the preparation

of the necessary inputs for the mission.
Several important studies being contracted
by CPO will inform the MTR. These include a
beneficiary assessment and a technical and
financial feasibility analysis of the
infrastructure and the livelihoods sub-projects. The estimated schedule for the implementation of
each study is shown in AnnexX. To complement this information, the Bank will undertake jointly
with CPO and PPMUs four technical review missions prior to the MTR to inform the ctusions and
recommendations of the mission. These reviews will address: (i) environmental and social
safeguard issues and application of agreed actions, and (ii) progress and likely impacts of
connective infrastructure investments, (iii) O&M issues and aangements for establishing the O&M
fund (component 1.3), and (iv) a procurement prior review for Dak Nong, Dak Lak, Gia Lai and
Quang Ngaprovinces.

Requires objective and systematic
reviews of results to date (studies)
Informs project restructuring (5, time,
components}— allocate unallocated

- Dates: late Feb/early March {TBC)

28. Management Information System (MIS)The mission did notconduct a detailedreview of

the project MIS andefforts to update the relevant software that werereported on-going in August.

(T xAOAOh OEA OAAI AT 1T EZEOIi AA OEAO OEA POI EAAOGO EI
tables to respond to the progress data requests made by the World Bank, thaethew MIS (version

2.0), which contains the progress reporting tables requested and stffiroject geotagging function, is

only a demo currently being pilot tested, and that the MIS consultant was currently not under

51t is tentatively proposed that 5% of LEGs, 10% of commune and village level infrastructure, and at least 1
connective infrastructure investment per province be sampled for this technical review.
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contract as the MIS package had been-kéd. MPI/CPO agreed to update the Bank mission on the
status of the MIS contract and on the estimated timkne for upgrading, installing and rolling out
the new MIS to all CFs, DPMUs, and PPMUs. It was also agreed at the-wpapeeting that CPO
would seekBank no objection to single source select the previous MIS consultant in order to
expedite the required technical support.

29. Progress report The mission also reviewed in detail the quarterly progress report for GNTN
and raised a number of issues about datonsistency with provincial progress reports, the need to
include additional data, and more general editorial comments. The mission agreed to provide
detailed written comments on the report to enable CPO to correct or clarify all relevant issues for
the next quarter.

C. AGREED ACTIONS

30. The following table contains thekey actionsthat have been agreedo with CPO and MPI
management during the mission.

Table 4: GNTN ISM 6 (Oct 31-Nov 11, 2017) Agreed Actions

2017 Annual Planning

1. Issugguidance letter to PPMUs for review/revision of 2017 plans CPO Nov 14
2. Revise plans with CDBs and DPMUs, submit to CPO and WB fo PPMUs Dec 1
3. Provide comments/no objection CPO, WB Dec 15
4. Finalize 2017 plans and submit to PPCs PPMUs Dec 3
5. Approval of 2017 Provincial Plans PPCs Jan 31
PreMTR Studies
6. Sign contract with consultant firms CPO Dec 2
7. Submit inception report Consultants Dec 18
8. Review of research instruments, data collection and analysis pla WB & CPO Dec 31
9. Fieldest instruments & training of researchers Consultants Jan 10
10. Data collection f Jan 1€~eb 25
11. Preliminary (draft) report and presentation to CPO and WB i Mar 13
MidTerm Review (MTR)
12. Prepare and share draft TORs for mission with Government WB Dec 15
13. Conduct pf&TR technical review misggafeguards, procurement WB/CPO/ Jan 20
review, component 3.1, O&M) PPMUs
14. Conduct MTR WB/CPO/MPI  Mar 124

Livelihoods Component
15. PrepareStrategic Investment Plansrégpoor value chain developr CPO/LEG & M Prior to MTR

(screening criteria for VC assespnogided in livelihoods annex) consultants

16. Develop andisseminat&Muser friendlyeference matesiain @od LEG & ML Mar 31
farming practices fliwestock and crop production (posimple consultants,
handbooksudierecordirg et coms team

17. Irstruct all CDBs to agpBO guidelines on LEG setup and operati CPO Mar 31

dung va §n hanh Nhéndichén sinh &)

18. Develop curricula, train (new | &@gjisseminatedll LEG) simple an LEG & ML = Mar 31 for old
practical reference material on farm economics specific to eact  consultants, continuous fo
productiah LEG consultan.  new LEGs

19. Launch competition to award successful LEGs in each province e PPMUs & CP( Jun 30
winners to proméaemer to farm@?2F learning

7 Explore synergies with IFAD-supported Project for the Sustainable Economic Empowerment of Ethnic Minorities
in Dak Nong Province (3EM).
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20.

21.

22.

23.
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Compile and disseminate case studies on how some LEGs have
membership fees into revolving fund used for joint purchase.of ir
Ebborate LEG sustdility scoring methodology with input from \
(see livelihoods annex)

Where MLPs are proven feasible (existing and future per SIF
earmark 102% of component 2 funding for DPMU implementatio
Revise monitoring data requirements and procedures for LEGs,
data and georeferencing

Project Management

24.

25.

26.

27.

28.

29.

30.

Review and update all necessary documentation regarding land
compensation for assets

Issue official guidance letter to PPMUs to increase threshold fo
procurement to VND 500 million

Issue official guidance letter to PPMUs to allow 15% price Y
livelihoods and community participatiomémiestvithout additio
approval

Review and revise PIM to reflect changes, and seek Bank no ob
Ref ocus of communications to
principles among project staff and beneficiaries

Supplement communications on current outbreaks of FMD a
diseases in the project region

Training materials should be improved, simplified -arati¢attorbe
suitable to the project context

MIS/Progress Reporting

31.
32.

Provide specific comments on progress report for clarification an
Update on MIS contract and expectdiddifioe Version 2.0-oal

Financial Management

33. Revise PIM to inamgtte the recent changes in Circular 111 and pr
training on updated PIM to relevant staff and local State Treasur
agencies

34. Provide training on enhanced budgeting procedures to project Fl
local State Treasury/Financeciege

35. Appoint responsible functions/officials for Internal Audit activities
Provincial and District level

36. Submit first Internal Audit reports for all CPO and PPMUs

37. Refund ineligible expemdiidentified in Kon Tum to designated act

38. Pay CF salary from 2017 following the guideline letter No. 172 (f
procurement and finance workshop)

Procurement

39. Kon Tum to report badgaok on issues foulmanfiprocurement post
review asoted in aide memoire

40. PIAg0 sign remaini@@16civil works contracts

41. All PIAs to sub@@tl7procurement pliorBank review

Final Aide Memoire November 14, 2016

CPOI/TAU
LEG & ML
consultants, W
PPMUs

CPO M&E Off
DM&E Offs, CF

PPMUs/DPMU
CPO
CPO
CPO
CPO, PPV
CPO, PPMU

CPO, PPMU

W.Bank team
CPO

CPO

CPO, PPMUs
PPMUs, DPIs

CPO, PPMUs
Kon Tum PPM
DPMUs

Kon Tum
PPMU, CPO
All PIAs
PPMUs/CPO

Mar 31
Dec 15
immediate

Jun 30

Jan 31
Dec1
Dec 31
Mar 31
Immediately
Immediately

March @17

Nov 15
Nov 30

31 Mar

31 Jan
31 Dec
30 June 2017

Nov 30
Jan 1

Nov 30

Nov 30
Dec 31
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Annex 2: Status of Agreed Actions (from ISM March 2016), as of October 30, 2016

Agree Actions By Whom By When Progress Updates

Financial Management

1. Increase DA ceilings for all CPO and MPI Immediately Completed. CPO sent the letters No. 40-45/BDPTW-TC dated 27/3/2016

provinces to reflect actual cash-flow about the new upgraded DA caps to PPMUs. All PPMUs has submitted

needs and to cover back-logged the application to the MOF to increase the advance to the DAs. However,

payments only Dak Lak, Gia Lai, Kon Tum and Quang Nam’s applications were
approved. Dak Nong and Quang Ngai’s applications were rejected due to
the low annual budget allocation by the Government.

2. Contract Independent Financial CPO April 30 2016 Completed. The contract was signed with the Auditor on 29/4/2016. The

Auditor audited financial reports were submitted to the Bank on 27/6/2016.

3. Re-training on Financial CPO and PPMUs Aug 31 2016 On-going. Training has been conducted in Quang Nam, Kon Tum and

Management procedures (following Quang Ngai after the lessons learned workshop. It will be organized in

audit & lessons learned w/shop) Dak Lak and Dak Nong on 7, 8,9/11/2016. CPO and Gia Lai PPMU would
arrange the training for Gia Lai staff at the end of November (After the
2016 adjusted work plan of Gia Lai is approved)

4. PPMUs to copy CPO on all WAs and | PPMU Chief On-going This has been implemented continuously.

CPO to track and follow-up with MOF
on WAs

Accnts; CPO Chief
Accnt; Dep PM

5. Develop and conduct training on CPO w/ Chief End-Oct. 2015 Completed. Guidance was developed and sent to PPMUs via letter No.

system of advances and reconciliation Accnts of PPMUs 235/BDPTW- KTTC dated 28/10/2015. Training was conducted during the

between commune, districts & missions of CPO on Financial Management and Accounting in 2015 and

provinces per PIM has been maintained during the missions in 2016.

6. Finalize all outstanding staff PPMU Dep Dir End-Sept. 2015 For FM and Accounting staff, for the time being, Accounting consultant of

recruitment by no later than Sept 30th Kon Plong (Kon Tum) and Financial and Planning consultants of Dak Glei

2015 (Kon Tum), Ma Drak (Dak Lak), la Pa, Mang Yang (Gia Lai) has resigned
and the positions have not been refilled yet.

7. Review task delegation and PPMU Chief End-Sept. 2015 | Completed; PPMUs assign responsibility for accountant, financial

oversight arrangements and put in Accnts management staff, treasury staff. However, the Financial and Planning

place adjustments as needed

consultants at district levels seem only concentrating on Planning tasks
and do not really involve in financial and accounting tasks while the
accounting consultants are overload with the accounting tasks at DPMUs
and supporting CDBs.
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Agree Actions

By Whom

By When

Progress Updates

8. Incorporate into the CPQO’s annual
plan the specific FM support to
provinces and districts, and agree on
more systematic communications and
follow-up on results.

CPO Chief Accent

End-Sept. 2015

Completed. Plan for FM support to provinces and districts has been
included in CPQ’s annual plan. Once the CPO conduct an FM mission to
PPMUs and DPMUs, the CPO have meeting with the Director and/ or
Deputy Director during the mission to ensure that the findings and
recommendations are clearly communicated. The reports in writing have
been sent to PPMUs and DPMUs to follow up.

9. The planning and budgeting
process of 2017 shall be strictly
monitored to ensure that the approved
financial plan and budget allocation are
available on time, preferably in January
of 2017. The allocated amount, from
MPI and MOF, shall be sufficient for the
projected activities.

CPO, PPMUs

December 15,
2016

Detailed schedule for developing 2017 plans was set out in Planning
Workshops and committed to follow by all PPMUs. However, up to now,
CPO only receives the drafted plans of Dak Nong, Quang Nam and Quang
Ngai while 15/10/2016 is the deadline for PPMUs to submit the work
plan to CPO.

10. Budget of 2017 shall make the

Dak Nong PPMU

December 15,

Dak Nong has committed to make the specific allocations of 2017 budget

specific allocations to Districts, who in 2016 to districts and communes. Besides, CPO has circulated the Aid Memoir 6

turn, makes the allocation to with this recommendation to other PPMUs and would monitor this after

communes the budget planning was approved.

11. Sorting out any issues which affect Dak Nong PPMU Immediately Completed. Besides some small mistakes in the withdrawal application,

the prolonged process of approving the CPO, PPMUs the main reason is the replaced staff at MOF who in charge of processing

WAs so that the Project could have the applications is new to the Project so it took her more time to study

sufficient funds for payments the documents. MOF also required documents beyond the regulations to
ensure that the budget transferred to PPMUs is controlled within the
allocated annual budget. CPO and PPMUs have been still active in
communicating with MOF to accelerate the process.

12. Monthly reconciliations (with PPMUs, DPMUs Monthly and CPO has circulated the Aid Memoir 6 with this recommendation to

communes) and quarterly Quarterly PPMUs and would mornitor this during the field trip supporting PPMUS,

reconciliations (with DPMUs) of DPMUs and CDBs.

advance balances shall be properly

done.

13. Service Bank to strictly comply with PPMUs, DPMUs Immediately CPO has circulated the Aid Memoir 6 with this recommendation to

project disbursement protocols. PPMUs and requested PPMUs to send official letters to Agribank in
Project Districts asking them to strictly comply with project disbursement
protocols.

14. Only necessary supporting CPO, PPMUs Immediately CPO has circulated the Aid Memoir 6 with this recommendation to

documentation will be obtained for

PPMUs. More detailed guidance was also prepared in the document

Final Aide Memoire
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Agree Actions By Whom By When Progress Updates

LEGs and other sub-projects at guiding some procurement and financial issues after the lesson learned

commune level workshop in July 2016. The issue was also trained during the field trip of
CPO to support PPMUs, DPMUs and CDBs.

Communication/Capacity building

15. Include GRM/hotline information CPO, PPMUs, 06/2016 CPO has updated the Hotline 046261199 grieves and complaints

in all printed materials DPMUs, receiving in the Project printing publications
PPMUs have updated their telephone numbers, emails, contacts in the
Project printing publications
For the 1900969633 Hotline and SMS center: 8062, CPO will update in
the next coming printing publications in Quarter 4 2016. CPO will also
request PPMU do so in their next Project printing publications.

16. Project communications activities CPO, PPMUs Ngay lap tirc CPO, PPMU, DPMU has disseminated printing publications, advertised

should be strengthened to facilitate the Project through TV/radio broadcasting programs, and news channel.

proper understanding of project’s

support/resources to ensure their

effective use.

17. Provisions of appropriate PPMUs 15/12/2016 CPO and WB will collaborate to organize this training during Jan 2017

training/instruction to local authorities,

ensuring a throughout understanding of

project requirement and guidance so

that provisions in RPF and guidance in

PIM are properly implemented

Market Linkages LEGs

. . . LH CPO Staff Of the total of 07 SP 2, 6 has got the approval, the other one is on the
(1et8c Pilot LEG Selection, vetting, MoU, 31/03/2016 approval process, 01proposal on Gac planting of Dak Lak Province has
) requested to be transformed from SP 2.2 to SP 2.1 as goat raising

19. NMPRP Study Tour. :::;GCPO Staff & 30/04/2017 It was organized from June 28 to July 4, 2016

20. Value chain eva.luat'lc.)n: . LH CPO Staff 31/05/2016 This will be implemented in the market survey and research in Quarter 4

background data & justification

21. Business plan development LH CPO Staff & 30/6/2016 - The Agricultural Small and Medium Business Association worked with all

LEGs

the 6 Provinces from June 10-20, 2016

- Company “C8 phan Hoat Chat Thién Nhién” has offered partnership
opportunities of Dinh Lang tree planting. This company is planting herbs
and providing products to phamacies companies

Final Aide Memoire
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Agree Actions By Whom By When Progress Updates
22. Establish basic financial base lines LH and M&E CPO
of LEGs existing activities for financial Staff, LEGs This will be implement in the market survey and research, and label
. . . 30/6/2016 . .
analysis of incremental benefits over marketing of project products
time
23. Estimate investment requirements, LH CPO staff,
budgets and training plan for 1st year of | LEGs and 31/07/2016 PPMU has incorporated and estimated in the market linkage SPs
activities. consultants
Food security and Income
Diversification LEGS
24. Review training materials and CPO, TAU, The training materials and the training were organized in all the Projects.
activity programs regarding IPM, PPMU 31/5 However , only the missing organic fertilizer will be supelmented in 2017
organic fertilizer, and SALT Livelihoods staff production cycle
PO, TA The F ing R E i Book h I
25. Review and implement LEG training CPO, TAU, . e ar.mlng ecc?rd e-lnd xpendlture 00 a.s been deve opgd and .
on farm records and book keebin PPMU 31/5 disseminated. This will be pilotted only and will be evaluated its pratical
Ping Livelihoods staff charateristic in April 2017
26. Review and recommend Livelihood and
improvements to data collection on 31/7 Data has been more fully updated in MIS
o M&E staff
other LEG activities
27. Conduct LEG financial analysis and
HH budgets to compliment farm record Consultant (for
keeping activities and build case study 31/12 The sample of the Farming Record and Expenditure Bookwill reflect this
MTR study)
data to support MTR and other
evaluations.
Nutrition
. . . Can bo sinh ké -
28. Pilot LEG Selection, vetting, MoU, BDPTW v& nhém 31/08 In progress
etc.
LEG
29. PPC to request DOH for their BQLDA Tinh d& . -
collaboration and technical nghi UBND Tinh 30/4 The PPCs has issued official letter to The Health Departments
ia's Expand CDB to include the head of BDPTW 30/6 It will be reviewed after the MTR
31. Detailed commune nutrition BPT x3&, CF, can bo 30/6 Asking the Director to decide not to implement this as detail activities

intervention plan is developed

y t&€ thdn ban

hasn’t been identified

MIS/M&E
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Agree Actions By Whom By When Progress Updates
32. Dlagr?ose MIS to. identify syst.em A list of MIS issues, including templates and data system
and user issues relating to collection CPO 30/4 .
The consultant has resolved and tested in the template for MIS 2.0
and use of data
CPO
33. MIS2.0 TOR has been approved
Safegiards
34. Follow-up assessment of WB safeguard 31/5 Not yet been implemented
environmental and social safeguard staff w/
issues with relevant CPO and Provincial CPO/PPMU
staff s/guard
35. Complete the recruitment of CPO and PPMU 31/5 In process
Safeguard Quang Ngai
36. Improve safeguard reporting in CPO, DPMU Poan cobng tac In progress
progress reports PPMUs, DPMU tiép theo
37. Conduct refresher training of CPO August 2016 Not yet been implemented .Only Kon Tum PPMU has inplemented this in
DPMU, CDB, and CFs on land PPMUs 2016. The other PPMUs will implement this after that of CPO and WB in

acquisition impact and compensation
policies

quarter 4 2016

38. Improve the documentation of land | PPMUs, DPMUs, Ngay lap tirc In progress
donation practice in according to RPF CDBs
(section 3.2.4)
39. Review, revise, and release PIM CPO May 2016 In progress
forms to DPMUs, CDBs and CFs
40. Conduct safeguard review mission NHTG, BQLDA April 2016 In progress
tinh, huyén

Procurement
41. Procedure of car purchase with CPO Contracts were signed and the process of deposit round 1 was completed
MOF
42. Procuring of design packages in the CPO, PPMUs November 15, This can’t be implemented because the list of designed infratructure has

year prior to the year of constructions 2016 been identified with scope and value
to facilitate the implementation in the

right season

43. PPMU Dak Nong responding to 07/10/2016 PPMU sent an official letter of to WB

procurement post review case
regarding contract No. DN.HP3.W9
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Agree Actions

By Whom

44. PPMU Dak Lak responding to
procurement post review case
regarding contract No. DL.HP3.W11

45. Submitting the procurement plan
for 2017 and 2017-2019 to the Bank for
review

Commune and Village Infrastructure

46. PMUs and CDBs to screen all
infrastructure investments to identify
issues for operations and maintenance

PMUs and CDBs

47. Fix the issues found for classroom
building in Quang Tan Commune

Dak Nong PPMU,
Duy Duc DPMU

48. Fix the design issue for the road
connecting to the culvert in Cu San
Commune

Cu San CDB,
M’Drak DPMU,
Dak Lak PPMU

49. Review and adjust guidelines for
use of 6% management support as
appropriate

All management
levels (as part of
lessons learned
w/shop)

By When Progress Updates
07/10/2016 PPMU sent an official letter of to WB

12/2016 Not yet implemented
In progress
Dak Nong reported to WB in written form the status in early October
Dak Lak reported to WB in written form the status in early October
The official guiding document on the issues around procurement-finance
(after the Da Nang procurement-finance meeting workshop is submitting

May 31 to the WB and wait for areply
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Annex3-A: Livelihoods Component

[9DQA 9@l fdzr A2y { KSS
To be customized by the CBO

Name of LEG: Start Date:
Location: X X X
Members:

Part I. Project Impact on Individuals
1. Percentage Increase in Household Inc@PieHI) of the participants at the time of graduation.

5 ,,O,,O,,O,,A‘Q'Qé"@'j'mé Wé 6QE QOOODGOE a Qmmb
= Qe QOADDOE ¢ Q

F NB:Ensure methodology consistency with that of the Baseline Survey.

2. Changes in psycho/social conditions of the participantsit@yived)

XXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXX
XXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXX
XXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXX

t NI LL® [9DQ& /FLFOAGE (2 CdyOlAzy LYRSLISYRSy(fa

On a scale from 1 to 5 (orgethe lowest, five is the highest), assess whether the groups are capable of
functioning on their own (i.e., without any external assistance).

LEG has a strong, knowledgeable leader
[1 [2 3 [4 [5 |

Labor is differentiated within the LEG
1 [ 2 E | 4 |5 |

Abilityto work with suppliers
[1 [ 2 3 [ 4 |5 |

Ability to produce quality goods
[1 [ 2 3 [ 4 |5 |

Ability to sell the goods produced at the market
[1 [2 3 [ 4 E |

Ability to track expenditures and revenues (b&ekping)
[1 2 3 [ 4 |5 |

Ability to generate profit
L1 [ 2 3 |4 |5 |
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6. Ability to recycle profit into production
[1 [2 3 [ 4 |5 |

7. Ability to distribute profit generated
[1 [2 3 [ 4 |5 |

Part Ill. Comments

XXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXX
XXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXX
XXXXXXXXXEEEEXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXX XX
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Annex3-B: Livelihoods Component

Suggested criteria for prgpoor value chain prioritization and elaboration of a
Strategic Investment Plafs

The process of SIP consists in two main steps: (i) identification of pro-poor value chains, and (ii) value
chain analysis that includes end markets assessment and upgrade options.

Step 1: Determine criteria and build understanding of priorities

Value chain analysis starts with the selection of a value chain. As the key entry point of the value chain
analyses is poverty alleviation and achieving pro- poor outcomes, the criteria selected would reflect
this entry point. The first step is to make considerations of the priorities in the ranking of a potential
value chain. These can include the following integrated criteria:

Potential of the value chains to improve livelihoods of the poor people;

Present integration of the poor in the market (what are they producing, selling, employment)
Potential of the product/activity for poverty reduction

Potential for labour intensive technology

Low barriers to entry for the poor (capital, knowledge)

Low risk

Poverty incidence and/or absolute poverty figures

<K<K K<K<K<LKKL

Market potential
V Strong domestic and/or international demand for the product
V  Growth potential of certain products/activities
V  Possibility for scaling up
V Potential for leveraging public investment with private investment
V Involves a large number of people

Other criteria, such as
V  The value chain actors have entrepreneurial capacity to achieve improvement.
V  Environmental sustainability
V  Within framework of national and regional strategies
V Social inclusion and gender

Step 2: Weighting of criteria

Some of the criteria will probably be considered to have a higher level of importance in the decision
making process and so should have a greater influence on the ranking of value chains.

Step 3: Identifying a list of potential products

Once the criteria for selecting the value chain to analyze have been chosen and weighted, the next step is
to make a list of all the potential value chains/products/commodities in the project area under
consideration (for example, located close to roads and/or wet markets). This list could be developed in a
participatory manner with actors, who may or may not be the same as the actors who developed the
criteria in Step 1. The value chains identified are usually based on products that are already produced in
the area, products which are technically feasible to produce in the area, products which have a pro-poor

8 one value chain — one plan
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focus, or products that are judged to have a good market (local, regional, national or international
market).

Step 4: Ranking of products

A set of criteria can be developed to differentiate between potential value chains depending on the
purpose of the analysis. For example, the below table shows some criteria used by the International
Finance Corporation Mekong Private Sector Development Facility (IFC/MPDF) in evaluating potential
value chains.

MPDF sub-sector selection criteria for value chain identification

POSITIVE NEGATIVE
- Multi-country potential - Noclear MPDF role
- Reliable existing data available - Overcrowded
- Opportunities for cooperation with other - Previous negative experience
development agencies and NGOs - Risk, reputation
- Potential to attract additional funding - Impact time too long
- Links to strong private sector demand - Insufficient resources

- IFC clients interest

- MPDF already has knowledge/experience in
this sub-sector

- Impact potential: large workforce, low income,
importance to the economy

- Presents expansion and replication

opportunities
Source: MPDF

Once the criteria have been agreed upon, relative weightings of importance can be attached to each of
them. For example, it may be decided that “Poverty and Sustainability” is more important than “Structure
of Chain”, so that the sub-criteria under the first of these two categories are worth 70% of the total score.

Once the weightings have been determined, then a matrix for ranking the value chains can be constructed.
See example below.

Matrix ranking of value chains by scoring

CRITERIA WEIGHTING, % VALUE CHAIN 1 VALUE CHAIN 2 VALUE CHAIN 3
Criterion 1 50%
Criterion 2 15%
Criterion 3 20%
Criterion 4 15%

Once the matrix is made, participants then rank each value chain on how well it matches the criteria. A
common way of doing this is to have a numeric ranking of 1 to 5, where 5 can represent the maximum
compliance with the criteria and 1 represents a minimum compliance. The assignment of the numeric
scores can be done in a number of ways, including gathering numeric rankings from all participants in the
actor group and then making a simple average.
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After completing these steps, one should have a thorough understanding of the potential value chain
development in the region and which value chains have a high pro- poor potential and market demand.

From experience, in general, value chains which call for:
F high levels of investment
F use high levels of knowledge and technology
F demand for high risk taking strategies are not pro-poor.

Step 5 Value chain analysis of preelected chainsAfter the screening exercise, conduct quick market
assessment of each prominent chain, map actors and margins, analyze upgrade options together with
stakeholders. Making value chain upgrade action plans is a good opportunity to critically review all
assumptions.
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Annex3-C Livelihoods Component
0oIi T O OAI OA AEAET AT Al UOEO 0O AAO/
Prepared by Inna Punda, Agribusiness Specialist, FAO Investment Centre {Rome)
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INTRODUCTION

This paper introduces value chain concept and provides practitioners with a set of tools for pro-poor value
chain analysis in the context of development projects. The first part of the section introduces to the value
chain framework (its structural and dynamic components) and the value chain development project life
cycle. The second part of the section introduces to specific tools that could be used at all phases of value
chain development (VCD) project cycle presented in the first part of the chapter.

PART I - VALUE CHAIN FRAMEWORK AND VALUE CHAIN DEVELOPMENT PROJECT
LIFECYCLE

Value chain to economic development

The term value chain refers to the full range of activities that are required to bring a product (or a service)
from conception trogh the different stages of production to delivery to final consumers and disposal
after use(Kaplinsky 1999; Kaplinsky and Morris 2001).

Globalization of marketgies the sustainability of firms to the competitiveness of the industries in which
they participate. Firms within an industry in a country or region must increasinglycompete— even in
local markets — with firms and industries from across the globe. To succeed in global markets, entire
industries (or value chains) must be able to deliver a product to the consumer more efficiently, with a

9 Based on: “Making Value Chains Work Better for the Poor, A Toolbook for Practitioners of Value Chain Analysis”.
DFID
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higher quality and/or in a more unique form than the value chains in competing countries. In this way,
competitiveness at the firm and industry levels are interdependent. Increasing the competitiveness of
the firm is only effective at sustainably creating wealth and alleviating poverty when the
competitiveness of the industry is similarly raised by interventions at all levels of the value chain.

Figure 1 - Global Business Enabling Environment

GLOBAL BUSINESS

ENABLING ENVIRONMENT Global
Retailers
NATIONAL BUSINESS _
ENABLING ENVIRONMENT National
Traders
Sector-specific Exporters Wholesalers
providers | |
|
; Processors/Traders
Cross-cutting N
— jmﬁ : Eﬁj[:
Financial I
)

(cross-cutting) Input Suppliers

Source: microlinks.org

The value chain approadk one of several market systems approaches to development. While they differ
in their terminology, frameworks, principles and even definitions of a system, what these types of
approaches have in common is the foundational belief that the poor and their economic opportunities
are profoundly influenced by the dynamic systemsn which they participate. By influencing how those
systems perform, we can improve opportunities araitcomes for the poorThe value chain approach
seeks to understand the firms that operate within an industry — from input suppliers to end market buyers;
the support markets that provide technical, business and financial services to the industry; and the
business environment in which the industry operates. Such a broad scope for industry analysis is needed
because the principal constraints to competitiveness may lie within any part of this market system or the
environment in which it operates. While it may be beyond the capacity or mandate of a donor or
implementing agency to address certain constraints, the failure to recognize and incorporate the
implications of the full range of constraintswill generally lead to limited, short-term impact or even
counter-productive results.

The end markets into which a product or service is sold—whether local, regional or international—provide
the opportunities and set the parametersor economic growth. Generally there are multiple actual and
potential end markets, each with different demand characteristics and returns. It is therefore important
to segment the market: outline each of the potential end markets, what is required to compete in them,
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and what benefits and risks can be expected by selling into them. Since end markets are dynamic, the
identification of trends should complement information about the current situation.

Understanding the role of value chain governanceis fundamental to the value chain approach.
Governance describes which firms within a value chain set and enforce the parameters under which
others in the chain operate. Embedded in governance are inter-firm relationships, power dynamics—both
symmetrical and asymmetrical—and the distribution of benefits. While the form of value chain
governance is influenced by the characteristics of the product and the degree of specification in the end
market, governance patterns evolve over time with changes in markets, products and inter-firm
relationships.

The quality of relationshipsbetween different stakeholders is a key factor affecting the functioning of a
value chain. Strong, mutually beneficial relationships between firms facilitate the transfer of information,
skills and services—all of which are essential to upgrading. Value chain opportunities and constraints
generally require a coordinated response by multiple firms in the chain—which necessitates trust and a
willingness to collaborate. The value chain approach therefore emphasizes a dynamic that has long been
recognized: Social capital (networks of relationships and social institutions) are critical to business and
competitiveness. In contrast to much enterprise development work in the past, the value chain approach
seeks to do more than solve specific identified production and marketing problems. Directly solving
problems may create some initial momentum, but building internal capacity to address value chain
constraints will empower stakeholders, reduce dependency and ensure sustainability of investment
impacts. The focus of the value chain approach is therefore on transforming relationships- particularly
between firms linked verticallyin the value chain to: (i) facilitate upgrading to become more competitive,
and (ii) adapt to changes in end markets in the enabling environment or within the chain to remain
competitive. Value chain actors make upgrading decisions based on a variety of financial and non-financial
incentives. In order to be able to influence the uptake of new market behaviors, the value chain approach
seeks to understand the business and cultural norms, risk tolerance levels, environmental factors and
other such non-financial determinants.

Value chain analysis

Value chain analysi® a process for understanding the systemic factors and conditions under which a
value chain and its firms can achieve higher levels of performance. When using value chains as a means
for fostering growth and reducing poverty, the analysis focuses on identifying ways to contribute to two
objectives: (i) improving the competitivenessf value chains with large numbers of small firms, and (ii)
expanding the depth and breadth of benefits generated

The results of the analysis offer industry stakeholders a vision for value chain competitiveness and form
the basis for a competitiveness strategy - a plan for eliminating constraints to end market opportunities

and advancing sustainable competitiveness (
Figure 2 - Value Chain Analysis cycle).

Figure 2 - Value Chain Analysis cycle
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Source: microlinksarg

End Market Analysis

End market analysis goes beyond confirming the general existence of demand to understanding market
trends, high-potential market segments, benchmarking and market positioning. Research into market
trends highlights where the industry is headed in the future in terms of opportunities, problems and
competition. Market segmentation identifies the segments of the larger market that offer the greatest
opportunity for a particular value chain, given its capacity. Within a market segment, benchmarking
identifies and compares competitors with one another against criteria important to buyers. Market
positioning involves identifying the various positions of competitors in a given market segment in terms
of their competitiveness strategy (lower cost, better quality, etc.) and selecting a position that will
maximize competitive advantage. While secondary data can be important to understanding market
trends, primary research with buyers is critical to effective segmentation, benchmarking and positioning.
Finally, good end-market analysis will include buyer contacts - the names, addresses, contact information
and specifications of buyers who have articulated a clear interest in purchasing the product or service in
guestion if certain conditions are met.

It is worth underlining the key role of endmarketsin value chain growth and development, therefore it
is recommended to adopt an iterative approach in value chain analysis, when end-market analysis informs
the supply-side assessment, and vice-versa until a clear picture emerges about the chain’s strengths and
weaknesses, external opportunities and threats, and development priorities.

Value chain analysis requires four interconnected steps data collection and research, value chain
mapping, analysis of opportunities and constraints, and vetting of findings with stakeholders and
recommendations for future actions. These four steps are not necessarily sequential and can be carried

out simultaneously.

Briefly, the steps can be described as follows:
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9 The value chain team collects data through primary and secondary sources by way of research

and interviews.

The team compiles a value chain map, which helps to organize the data.

By using the value chain framework, the collected data is further organized and analyzed to

reveal opportunities and constraints within the chain.

9 The resulting analysis of opportunities and constraints is vetted with stakeholders and used to
design a strategy for the value chain to improve competitiveness and to agree on upgrading
investments.

= =4

The entry point in to the value chain will be determined by the primary analytic interest.

Table 1 - Examples of different points of entry for value chain research

Primary area of| Point of entry What to map

research interes
Supermarkets | Forwards to type of customer, backwa For food, begin with supermarkets

Role of retailers | o retail chaing though buyers, producers and their su

Agricultural Farms Forwards to processors, buyers and t Fresh vegetables to salad packers and
producers customers, backwards to input supplie category buyers in markets

Small farms, | Buyers in a range of value chains, inp{ Handicraft suppliers to exporters, small f
Small farms industrial SME| suppliers to procssing plants

Female labour| Use of female labour throughout value For clothing, women in cotton farms, fact
export agents, design houses, advertisin
agencies, retail stores

Gender, age and
ethnicity

PART II -TooL FOR VALUE CHAIN ANALYSIS

Having various tools to analyse value chains presented below does not mean that all of the tools should
be used at all times. The choice of appropriate tools will depend largely on the scope and objective of
the analysis itself (often determined by financial or time constrains).

Value chain analysis is not a linear process and should try to capture the dynamics and flexibility within
the value chain as well.

Tool 1 —Prioritizing value chain for analysis

Prior to starting a value chain analysis it is necessary to decide which sub-sectors, products or commodities
should be prioritized for analysis. To involve value chain actors in the learning process and select a limited
number of value chains to be analyzed.

It is recommended to carry out a pre-evaluation by visiting sub-sectors to identify actors and/or key
informants to ensure that the participants have (i) relevant knowledge and (ii) adequate representation
on the value chains. It is advisable to keep participant numbers small. Likely participants are local policy
and decision makers, farmers, private sector actors, service providers, development organisations and
community representatives.

E Step 1- Determine criteria and build understanding of priorities

The first step is to make considerations of the priorities in the ranking of a potential value chain. These
can include the following integrated criteria:
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9 Potential to improve livelihoods of the poor people;

I Market potential

9 Other criteria (such as gender and environmental sustainability)
E Step 2- Weighting of criteria Box 1 — Selection of value chains for ACP in Tajikistan
Weightings are commonly assigned in simple
numeric way (1, 2, 3 or 4) where the relative
importance of criteria is in direct proportion

List of potential value chains in Tajikistan: lemons, dried apricots, apples,
early tomatoes, strawberry.

to the numeric weighting. Selection criteria and weight:
e entifying a list of potentia Poverty and sustainability = Number of people involve 4

E Step 3- Identif list of potential d bil ber of peopl Ived
products/activities Within framework of national strategy 3
This step is to make a list of all the potential Sustainable development 3

. e Structure of chain Extent of value adding potential 4
value chains/products/commodities in the o -

. . . (profitability, stability)
geographic area under consideration. The Number of different products producedO 2
value chains identified are usually based on Length of marketing chain 2
products that are already produced in the Marketing potentialO 4
area, products which are technically feasible Data availabilityO 2
to produce in the area, products which have a Replication of mechanisms 2

pro-poor focus, or products that are judged
to have a good market (local, regional,
national or international market).

Upon completion of this analysis, one should
have a good understanding of the potential
value chain development in the region and which value chains have a high poor potential and market
demand.

The results of the priority setting exercise may indicate that dried apricot
and early tomatoes are the two commodities most appropriate .for study
under the pilot project.

Tool 2 —Mapping of the value chain

Mapping the value chain is a vital step in guiding the analysis of selected value chains. Mapping the
value chain has a number of objectives:

Gain a basic overview of the value chain to guide the full value chain analysis to be undertaken
Identify constraints and possible solutions at different levels in the value chain

Identify the location and position of the poor in the value chain

Visualise networks to get a better understanding of connections between actors and processes
Demonstrate interdependency between actors and processes in the value chain

Create awareness of actors to look beyond their own involvement in the value chain

= =4 =4 =4 -8 =9

Developing initial value chain maps and a map matrix provides a firm basis for undertaking the full value
chain analysisdescribed in the following tools. In particular, after the mapping exercise is complete,
practitioners should be able to determine which value chain actors should be interviewed, what
information should be gathered, what significant information gaps exist, and what the geographic
locations for field work are.

There is no such thing as a comprehensive, all-encompassing value chain map. There are many potential

dimensions of the value chain that could be included in an initial mapping exercise: the product flows, the
actors involved in the chain, costs and margins at different levels, etc. Therefore it is crucial to choose
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which dimensions are to be mapped, based on the available resources, the scope and objective of the
value chain analysis and the mandate of the organisation.

E Step 1- Mapping the core processes in the value chain
What the different (core) processes in the value chain are. In other words, what processes occur from
inputs to raw material through to final consumption of end products?

E Step 2- Identifying and mapping the main actors involved in the processes.

Map the actors involved in these processes and what do they actually do. An addition would be to
categories according to different classifications, such as legal status or ownership; size or scale (number
of people involved, micro-small-medium sized enterprise); poverty ranking; location (jamoat, district,
province, country). Remember to identify the position of the poor as actors at various processes or
levels in the value chain.

E Step 3- Mapping flows of products

This step involves identifying the products at each stage of the process as they are transformed from
inputs to raw materials, to intermediate materials and to final products. Mapping these flows creates a
clear picture of what forms of products are handled, transformed and transported at each process stage
of the value chain.

E Step 4- Mapping knowledge and flows of information

Intangible qualities of value chains, such as information and knowledge, are generally more difficult to
capture in a visual map. Be aware that these flows are often going both directions. For example: a trader
tells a farmer about product requirements; a farmer gives the trader information about product
availability.

E Step 5 Mapping the volume of products, numbers of actors and jobs

The volume of products is closely related to mapping the product flow. Finding out the volume of product
makes it possible to have an overview of the size of the different channels within the value chain.

Two more dimensions that are quantifiable are the number of actors and the employment opportunities
they offer.

E Step 6- Mapping the geographical flow of the product or service

Once steps 1-5 are complet3ed, it is relatively straightforward to develop a geographical map, following
the trail of the product or service that is to be mapped. The first step is to identify where each of the
processes in the value chain are physically located. Start at the place of origin (i.e. where it is cultivated)
and see if it is possible to map how the product travels from intermediary trader to wholesaler, retailer
and final consumer.

E Step 7- Mapping the value at different levels of the value chain

A core element of value chain mapping is to map the monetary value throughout the chain. The most
straightforward depiction of a monetary flow would be to look at the value that is added at every step
throughout the chain, providing an overview of the earnings at the different stages. Other economic
parameters are, amongst others, revenue, cost structures, profit, and return on investment.

E Step 8 Mapping relationships and linkages beteen value chain actors

At this stage you need to analyse what kind of relationship actors have to each other. Relationships can
exist between different process steps (e.g. between producers and traders) and within the same process
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step (e.g. farmer to farmer). Relationships or linkages between similar actors can be mapped according to
three broad categories:

9 Spot market relations: actors make a transaction (including negotiations on price, volume and
other requirements) with the duration and scope of that specific transaction. This is typical for
transactions made at a fresh vegetable marketplace: buyer and seller meet, come to an
agreement (or not) and break up the relationship. These can also be described as ‘arm’s length
relationships’.

9 Persistent network relations: when actors have a preference for transacting with each other
time and time again, we can speak of a persistent network relation. This comes with a higher
level of trust and some level of interdependence. This relationship can be formalised by
contracts, but this is not a necessity.

1 Horizontal integration: This goes beyond the definition of a ‘relationship’, since both actors
share the same (legal) ownership. One and the same organisation (this can be an enterprise, or
a cooperative) deals with different processes throughout the value chain. The ownership
structure can be partial or full.

In order to map these types of relationships, different lines and arrows are used.

E Step 9 Mapping services that feed into the value chain
What types of services are feeding into the chain? Mapping these services will give an overview of the
potential for interventions outside the value chain itself.

E Step 10- Mapping constraints and potential solutions
Constraints exist at almost all process levels of any value chain. Initial identification of these constraints
should be made at all process levels. In addition, identification of potential solutions can be made.

E Step 11- Making a value chain map matrix

Once mapping of the various dimensions of the value chain is complete, a value chain map matrix can be
constructed which summarises the key information from the maps in one table. The matrix can be used
to design questionnaires and target actor groups to interview.

Tool 3-Governance: Coordination, Regulation, and Control

Requirements may be “official” or “unofficial” and may originate within or outside of the value chain.
These may be as simple as the requirement imposed by wholesalers that agricultural products be correctly
harvested to prevent damage and degradation. Conversely, they may be as complex as a foreign
government’s enforcement of international standards regarding permissible levels of pesticide residues
on imported products.

IM

It is recommended to use open-format interviews with value chain participants and key informants.

E Step 1- Map actors

Generate a list of all the actors (within and outside the value chain) that are potentially able to influence
the governance structure. ldentify other external organisations and institutions through interviews with
key actors in the chain. Once the list is complete, it can be ungrouped for each level of the value chain
based on different categories including wealth (poor, average, better off); business type and scale (micro,
small, medium, large); ethnicity; and gender. List all actors in a table and arrange them on a chart.
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E Step 2- Determine the demand and supply conditions of the value chain
Demand and supply conditions, which may vary over years and seasons, and also vary greatly between
markets, influence the governance of the chain and the power of different actors.

E Step 3- Determine the dominant coordination arrangement(s) in the value chain

Every value chain has a system of coordination which includes formal and informal arrangements between
participants. Coordination structures are constantly evolving to allow firms to fulfil the competitive
requirements of intermediate and final markets, to ensure compliance with official or unofficial rules and
standards, and to make better use of capital investments. These coordination structures may range from
very loosely-coordinated, market-based trading structures, to intensely coordinated, vertically integrated,
production. These are illustrated in the two graphics below.

The different types of global value chains are ranked according to the degree of power asymmetry and
explicit coordination.

Box 2 — Change of demand and supply conditions throughout the
year

It is important to map out the demand and supply conditions
throughout the year to get a good overview of how governance
evolves over time. For example, in Sughd Province fruit collectors are
employed elsewhere, and therefore not available, in the off-season.
This makes it more difficult for remote off-season farmers to market
their product. In the peak harvest season, with oversupply of fresh
apricots and few market channels active, the main processors set and
enforce regulations and pricing of fresh apricots. However in off-
seasons, with both fresh and dried apricot market channels active, it
is the collectors who determine which channels will be supplied.
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Figure 3 - Value chain classification
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Source: SNV 2008

E Step 4- Analyse how target populations participate in the value chain
The conditions under which producers participate in a value chain can be understood and mapped using
a number of dimensions, though two are particularly useful:

1 Functions undertaken in the value chain: inquire as to the range of activities that poor participants
undertake in a given value chain;

1 Formal Coordination: This includes formality of contracts under which participants operate in the
coordination system, including contracted input provision, marketing, certification, contract
farming or outgrowing, or final product sales to buyers. It also may include producer-driven
formalization of collective activities (associations, groups, or other vehicles of collective action) to
reduce costs, increase revenues or reduce individual risks.

E Step 5-Identify rules and regulations

There are generally rules, regulations, and standards that value chain actors must abide by in order to
participate in the chain. Rules and regulations can be either formal (with official legislative backing) or
informal (determined by commercial norms). Voluntary standards that provide products with specific
designations, such as organic or fair trade exist somewhere in-between.

In general, the standards faced by producers participating in export markets are vastly more complex than
those governing local and national markets. While official and commercial standards usually apply in both
cases, the need to comply with multiple and overlapping international standards related to production
conditions constitute an important barrier to entry for poor value chain actors who wish to participate in
export-oriented value chains.

Step 5 is mainly concerned with generating a clear understanding of the rules that influence actors in the
value chain; identifying the actors that set the rules; understanding the reasons behind the rules; assessing
how the rules affect different categories of actors within the value chain; understanding how much
different actors know about the rules; and assessing the rate of change of the rules.

Table 2 - Types of rules affeting value chain

Type Example Enforcement and Sanction

Official “legal” standards Prohibition of pesticide residues on imported Ban of non-compliant products from destination
vegetable products market

Voluntary Standards Production requirements for organic certification and Ineligibility for certification or valve-odded
labelling lubelling

Commercial Requirements Tangible product requirement such s volume, size, Spot rejection of product by buyer ot delivery

or Norms (“Rules of Trade™) colour, composition, or freshness, which may be or collection, or reduced price acquired by seller
codified or not (downgrading)
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Figure 5 - Example of matrix for actors and regulations

Rule 1 Rule 2 Rule 3 Rule 4 Rule 5 Rule6  .......

European Union -
Government -

Industry Association
Exporters
Assemblers -

Buying agents

Pre-prcessors T ]

Local traders

Producers

E Step 6- Analyze the impact of rules on value chain participants (including enforcement, rewards, and
sanctions)

This step is mainly concerned with the identification of who monitors compliance to the rules;
identification of the system of sanctions available to punish defectors, and the system of incentives used

to promote the application of the rules; and assessment of the effectiveness of the sanction / incentives
system. Enforcement includes the methods and tools used to check compliance with the rules, and the
system of sanctions used to promote observance of the rules. In the case of enforcement, it is particularly
important to collect data regarding the frequency of inspections received by each actor from the different
monitoring agents. Also, it is important to record the frequency with which each actor has been subject

to specific forms of sanctions.

E Step 7- Analyze target sector knowledgand awareness of rules, norms and standards, and identify
key gaps

While producers may be subject to numerous sets of rules and standards, they may not understand the
rules or be empowered to respond.

For example: are quality requirements clearly set in contracts, and translated in an explicit set of
parameters that cannot be subject to discretional interpretations? Are independent parties involved in
the monitoring process, or is it totally managed by powerful actors? Discretional quality controls coupled
with power asymmetries can result in a monitoring system that disadvantages the poor. Furthermore,
discretional rules can result in corruption.

E Step 8- Analyze how information and services are provided internally through the value chain and
externdly

The main focus of service analysis is to understand by whom (and through which means) value chain
participants are supported in achieving competency as suppliers within the coordination system and
compliance with rules and standards that are in place. This analysis also can help assess whether the level

of support is adequate to the requirements of value chain upgrading.

The main questions to be addressed are the following: who provides assistance to value chain participants;
which forms of assistance are available for different categories of value chain actors; what is the degree
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of satisfaction of different categories of actors with the services and assistance provided; and which
linkages or services should be improved?

Tool 4 —Linkages and Trust

Trust and linkages are inextricably intertwined within a value chain. Organizations without linkages have
little reason to “trust” each other, even if they do not “distrust” the other party. Conversely, trust might
not be important if enforcement mechanisms exist to ensure compliance with a given set of rules
governing their relationship (for example, contracts and other legal regulations). However, in the
absence of an effective mechanism of enforcement, linkages without trust are invariably weak. Linkages
within a value chain could be formal but are often informal.

The linkages in value chain can be classified into vertical linkagesand horizontal linkagesThe vertical
linkages are the relationship between actors along the chain. Examples of interactions of farmers with
other actors in the chain can take diverse forms:

Sales contract directly with state agro-processing enterprises
Production contract with foreign companies

Sale to private merchants by verbal engagement

Sale through service co-operatives

Handicraft and industrial villages cluster

=A =4 =4 =4 =4

Horizontal linkages on the other hand are linkages between actors at the same level of the value chain,
e.g. farmers working together with other farmers, or companies in the same sector liaising with each
other on a regular basis. For example, in the cotton industry in Tajikistan horizontal linkages exist
between the different ginning companies operating in the country, while each of these companies have
their vertically integrated production and supply value chains.

Box 3 — Possible classification of
Strengthening the linkages between the different actors in the respondents
marketing system will lay the groundwork for improvements to other
constraints; establishment of a contract regime, improvements in post-
harvest and transportation systems, improvements in quality, and the
effective use of market information.

Possible classification of respondents:
Wealth — poor, average, better-off

Skills — unskilled, low-skilled, high-skilled
Gender —male, femaleO

. Ethnicity — different ethnic typesO
E Step 1- Map respondents and create categories T o — mfars, amell, meekim, e

When interviewing, separate out into different categories of Period — day labour, temporary labour,
respondents for both horizontal and vertical linkages in order to analyse  permanent labour

later the differences in linkages between the different categories Status —family, hired
Origin - temporary migrant, permanent
E Step 2- Identify dimensions migrant, locally hired

Identify the horizontal linkages between producers and traders varying

from individual to group, association and/or cooperatives. The dimensions of analysis of horizontal
linkages could include the following:

The objective of the group

The size and scale of the group

Benefits for individuals to participate in the group, both short- and long-term

Relationship to the selected value chain

Formal and informal governance of the group (trust and by-laws)

=A =4 =4 =8 =9
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9 Effectiveness of the group on meeting their objectives
9 Potential opportunities for the group in the value chain O

Identify relevant dimensions of vertical linkages to investigate. Dimensions of analysis could include the
following:

Existence of linkages (Yes/No)

Number of different actors (number of different people in each organisation QBrouping)
Frequency of contact (number of times per year met)

Level of formality (informal/ verbal agreement / written contract)

Reason for linkages / Reason for no linkages

Relative benefits/costs of linkage (benefits>costs / benefits=costs / benefits < Qrosts)

Level of trust (distrust / no trust / little trust / some trust / full trust)

= =4 =4 -4 8 -8 9

E Step 3- Survey actor©

Conduct survey interviews with relevant value chain actors to identify their linkages with other actors in
the chain. For example, interview farmers, traders, processors. First a list of relevant value chain actors
is created.

E Step 4- Analyse the results of the surve§

The results of the survey can then be analysed in table format or graphically (radar chart). Qualitative
indicators can be transformed into quantitative indicators by assigning numerical levels — e.g. Levels of
Trust (distrust, no trust, little trust, some trust, full trust =-1, 0, 1, 2, 3). Averages can be calculated to
aggregate across individual respondents.

E Step 5 Identification of power distribution

The issue of power is complex. Key assets can be both physical resources (e.g. capital, land, credit) and
intangible resources (market information, knowledge, personal relationships, reputation). Actors who
have exclusive access to key assets and resources are more powerful and have the capacity to influence
others in the chain.

Indicators have to be selected according to the focus of the analysis and the availability of data. The
number of market partners available to each party and the stability of the exchange relationship
(captured in the analysis of contracts) can represent, for instance, easy indicators to understand the
vulnerability and the dependence of one actor from the other. Once all the relevant indicators have
been chosen, it is possible to calculate a concentration index for each of them. The concentration index
can give an idea of how a particular indicator is allocated among the top five or ten actors in the chain.

E Step 6- Analyse trust

The analysis of trust can be based on key questions derived from the above table, such as:
How long has the trading relationship lasted?

When and how are prices set?

Are there control and inspection procedures?

Is there a contract or an oral arrangement?

Is there a high degree of dependency and high level of information sharing?

=A =8 =8 -8 -4

The level of trust should be ranked according to a scale (for example: (-1) distrust; (0) no trust; (1) little
trust; (2) some trust; (3) complete trust).
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Tool 5 - Analyzing Options for Demand -Driven Upgr ading

With this tool the gap between the quality demanded by the market, perception of quality by different
actors along the chain and the current quality provided to the market by different segments of producers
will be analyzed. Following the analysis of the gaps, opportunities for upgrading knowledge and skills as
well as technology will be identified and potential providers of services to make the necessary upgrading
available and possible will be mapped.

E Step 1- Analyze (mapping and diagnosis) thariation/ differences in knowledge, skills and
technology in the separate processes in the value chain

In this first step the different uses and users of the current technologiesn the value chain will be mapped.
To determine the types of knowledge, technologies and skills used by actors at different levels of the value
chain, it is important to both observe the types of technology, and to ask questions that are designed to
gather useful information about knowledge levels and the appropriateness of technology being used.

E Step 2- Determine and describe standards along the chain
In this step the different commercial standards (qualities and grades), as mentioned and used by actors
along the chain, will be identified and described.

E Step 3- Identify distinct market chains based on applied knowledge, skills and technology and
product grade levels achieved

In this step the analysis continues by analyzing the different results and outputs from different
technologies and knowledge levels. It is important to analyze which technology is used in each market
channel but also to analyze from the consumer towards the producers to understand customer demand
and to translate that into the correct use of technology.

E Step 4- Identify opportunities for upgradng knowledge, skills and technology for improving market
chains

In this step of the analysis the possible upgrading solutions - and why they are not being applied - will be
analyzed. In other words, what are the limitations of these options, especially for the poor, to be put into
practice?

E Step 5 Analyze which options are within reach of the poor (in terms of knowledge level,
investment, use)

In this step of the analysis the focus changes to which of the upgrading options are within reach of the
poor.

E Step 6 Analyze which services should be provided to assist the upgrading and who are the potential
service providers

The following table provides an overview of services that might be needed to upgrade skills, knowledge

or technology. In describing the services make sure to be as specific as possible about these services.
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Table 3 - Overview of potential services for upgrading

Skills

Technical skills upgrading training
Demonstrations

Exchange visits

Unified skills application

Knowledge

Market information
Group management

Technical knowledge / specialisation

Standards and control

Technology

Research & Development
Improved technology practitioners

Visits to proven / failed technology
improvements

Contacts [ networks to sellers

Entrepreneurial skills improvement Chain actor networks

Access to investment financing

Tool 6 —Analyzing Costs and Margins

Before deciding to enter a new market or business a person must first determine which business is the
most profitable for them. This is particularly important for poor people who have limited resources and
so cannot afford to choose the wrong market or sector.
Box 4 — Two types of growth

Revenues, costs and margins of value chains should therefore be
compared (both different marketing channels and different product
chains), but also the potential for scaling up and the required
investments should be investigated.

There are two types of growth. The first is
economic growth. This type of growth
potentially results in higher absolute
incomes for all actors in a value chain. The
second type is called pro-poor growth. This
type of growth generates relatively greater
improvements in income and wealth for the
poor. Hence in a pro-poor value chain
intervention, growth benefits the poor
relatively more than it does other actors in
the value chain.

The cost is the money that an actor in the value chain contributes, while
the margin is the money that an actor in the value chain receives, minus
the costs.

Knowledge of costs and margins of actors in a value chain enables a
researcher to understand:

1. Costs of entryidentify how operating and investment costs
are currently distributed over the actors in the value chain in order to conclude whether it is
possible for the poor to enter the chain: if operating costs or investment costs for starting up
a business are high it may be a problem for the poor to join the value chain;

2. Distribution of costs and marginsidentify how revenues and margins are currently
distributed over the actors in the value chain in order to conclude whether actors and
particularly the poor can increase margins in a value chain. In other words, is it possible to
upgrade the position of the poor in the chain by making the chain more efficient (decrease
costs) and effective (increase value)?

3. Change in costs and margirsee how costs and margins in a chain are changing over time in
order to predict future growth or decline of the chain. As some costs increase or decrease
(e.g. petrol costs), so will margins decrease or increase. Therefore, a sector that might seem
to be profitable now is not necessarily profitable next year

4, Value chain comparisarcompare profits of one chain with profits in another chain to see if
it would be worthwhile to change chains
5. Performance benchmarkingompare the practice in the selected value chain to an industry

standard or a best practice in order to improve the effectiveness and efficiency of the selected
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chain. In other words, try to find out why a value chain in area A is less profitable than the
same chain in area B and draw lessons from it. If there is time the success factors of value
chains in other sectors could also be studied. This process is called benchmarking

E Step 1- Opportunity costs or financial costs?

Cost and margin analysis of a value chain is only useful if producers (farmers or whomever) are treated
as micreentrepreneurs (i.e. small commercial actors seekithg most profitable use of their limited
resources in the marketplace) rather than as subsistence actors.

In order for value chain practitioners to reveal the real costs of participation in a value chain, cost
calculations throughout the chain value chain should take into account opportunity costs for farmer and
family labour, the use of land, and capital.

This means assigning a realistic estimated (imputed) value to the value chain participant’s (and their
family’s) time, land, and capital that is dedicated to the activity. If these values are not assigned, analysis
will unintentionally treat each of these as free resources, distorting the true picture of cost, profitability,
and sustainability for value chain upgrading. This is particularly important when small producers hope to
move towards more commercially-oriented participation in value chains.

E Step 2- Calculating costs and required investments

The second step is to identify what the costs of an actor’s activities are. Often only the Operating Costs
(Variable and Fixed) and Investment Costs are considered. However, other cost types such as transaction
and regulatory costs, as shown in Table ..., should also be considered. Opportunity costs should be
included among the appropriate fixed and variable costs; for example, when calculating labour, land, and
capital costs.

Table 4 - Examples of costs in a value chain

maintenance
Depreciation
Marketing expenses
Finance expenses
(interest and bank

charges)

spent on driving oround

in rural areas on the
motorcycle, efc

lack of grading standards
resulting in increased risk
of paying to high a price for
the octual quality purchased

production * Insurance fraders: costs incurred fo the value chain,
* (Other direct * Legal and accounting to obtain information on e.0. legally imposed
production fees which commodities are certification)
expenses * Travel available, where, and in
including losses * tilities which volumes, and from
* Rent whom (trustworthiness)
* Repairs and —telephone costs, time

Operational Costs Transaction Costs Regulatory Costs In\cresi:snenr
05
Variable Costs Fixed Costs Formal Informal
* Costsof * Salaries of non * legal costs fo have contracts  * businesslicensing  + grading * Principal
inventory sold productive staff checked by a lowyer * levies (intemalto  * Inferest
* Wages reloted to * Office supplies * information costs for * grading (external valve chain)

E Step 3- Calculating revenues per actor
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After the costs per actor have been calculated, the revenues need to be identified. Revenues are
calculated by multiplying the volume sold (Q) with the selling price (P) and, subsequently, by adding
additional sources of income, such as revenues of selling the production waste of a product. Revenues =
(Q * P) + other sources of income.

E Step 4- Calculating financial ratios
The investments, variable, fixed and/or other relevant costs, and revenues are known the financial
position of the value chain actors can be analysed. Several ratios can be looked at, such as:
A. Net Incane. Net income, or profit, is calculated by deducting total costs (both variable and fixed costs)
from revenues.

Net income = revenues - variable costs - fixed costs

B. Net Margin A margin on a product is the net income per product. This is calculated by dividing the net
income of the manufacturer by the total number of products sold (Q).

Margin = Net income / Q
C. Net Profit MarginNet profit margin per unit is usually expressed as a percentage.
Net profit margin = unit profit/unit price

D. Break Een Point.The break-even point shows how much an actor has to sell before they start making
profit. In other words, this is the point at which their revenues are starting to exceed their costs.

Break-even point = Fixed costs / (P-Variable Costs) = the number of units

E: Return on InvestmentCalculating the return on investment (ROI) for each actor in the value chain
shows how attractive the activity is relative to other potential uses of capital. O

ROI= Net Income/ Total Cost O

E Step 5 Changes over time

All the above aspects should be considered over time. What may look like a valuable value chain today
may be invaluable next year. In other words, a researcher should study the trends of a value chain and
consider the implications of these trends for the future. For example, to date Vietnamese traders who
trade on a small scale have small margins on the products they sell. Over the past few years the cost for
petrol has increased significantly and margins of small-scale traders have been decreasing. This means
that small-scale traders need to either increase the scale of their business or find another source of
income.

E Step 6- Relative financial position of actors in the value chain
In this step the division of investments, costs, revenues, net income (or profit) and margins among the
actors in a value chain are considered. The aim of this step is make conclusions about the financial position

of an actor compared with other actors in the chain.

Table 5 - Example of presenting a calculation of value chain margins
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Chain Actor

Farmer
Assembler
Trader

Processor/ Retailer

Total

Unit Total

Cost
20,000
32,100

39,185
89,873

Costs

Added Unit
Cost

20,000
7,100
1,685

39,873

68,658

% Added Unit
Cost Price

9% 5000
10% 37,500
2% 50000
58% 125000
100%

Profits

Unit % Total

Profit Profits
5,000 9%
5,400 10%
10,815 19%
5127 62%
56,342 100%

Margins
Unit % Retail
Margin Price

25,000 20%
12,500 10%
12,500 10%
75,000 60%

125,000 100%

Step 7- Benchmarking

Comparing similar value chains in different regions will provide information on the potential for efficiency
gains. For instance, dairy processors in Russia pay 0.50 USS per litre if raw cow milk, while their
counterparts in Uzbekistan spend 0.7 USS per litre. This could mean that prices for inputs are different
(which would provide an opportunity for market entrants). In fact, fodder — representing about 70% of
input costs in dairy farming — is undeveloped in Uzbekistan and therefore expensive. A situation like this
provides an opportunity for the farmers to learn from each other’s production techniques, although it is
important to ensure that all units are the same before making comparisons.

Step 8 Going beyond the quantitative data
The final step in the costs and margins section is to go beyond the quantitative data and explore why
certain actors in the chain have higher margins and lower costs than others.
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Annex 4: Reported Capacity Building and Communications Activities during Q3, 2016

During Quarter 3, CPO organized 3 workshop seminars for 520 project staff at all levels. The
total number of beneficiaries are 1,527

Table A2-1: Trainings Conducted in Quarter 3

Final Aide Memoire

Type of Trainings (including those Target No. Participants Pers-roor;[ilja s
delivered by PPMUSs) Audience Trained . y
of training
CPO
WS seminar on Procurement and 70 70 20
Finance
3 WS seminar on 2017 Work Plan 450 450 450
development
ntk LEK
TOT training for relevant staff.
(Training in building, management, 150 140 140
operation and monitoring LEG)
ntk N ng
Training LEG management skills LEG leaders 121 121
Gia Lai
Training for staff of financial
accounting officers and accounting
consulting, financial planning at 45 45 45
provincial, district and commune,
CDB
Hogsehold economic training for 15 15 15
project staff
Kon tum
M&E training CFs, M&E 35 35
staff
: PPMU,

Planning workshop DPMU, CDB 101 202
Quang Nam
1L'IrEaC|;n|ng in building, operation and LEG leaders 138 138
Quang Ngai
1L'Ir5a(|3n|ng in building, operation and LEG leaders 308 308
Participatory Rural Appraisal (PRA) | District and
& planning with the local people commune 104 104
participation staff

Total 1,527 1,728
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Table A2-2: Communication Activities and Materials delivered during 3rd Quarter, 2016

Type of Communication
Activities or Materials
(including those delivered by
PPMUs)

Target Audience(s)

Quantity (and unit
measure)

Newspaper article

The people of the provinces,
districts and communes

40 (articles)

TV news

The people of the provinces,
districts and communes

4 (news)

Radio bulletin

The people of the provinces,
districts and communes

10 (bulletins)

DVD Manual document

Staff of DPMU, CDB, CFs

162 (DVDs)

Leaflets

The people of the provinces,
districts and communes

16,525 (Leaflets)

Organization Contest "good
cattle farmers"

The people of the provinces,
districts and communes

1 (contest)

Project Sinage

The people of the provinces,
districts and communes

6 (Signs)

The people of the provinces,

Posters districts and communes 600 (poster)
TOTAL 17,348 items
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Annex5: Detailed Findings of Financial Management Review for GNTN ISM Mission (@¢b311,
2016)

The mission is pleased to note that in the two provinces visited (Kon Tum and Quang Nam), the proper
accounting systems were in place, accounting records and documentation were properly obtained, the
accountants in general received adequate training and reconciliations of funds were done on a regular
basis. The recommendation of the previous mission on the ceilings of the Designated Account was
implemented where the ceilings significantly increased which could accommodate the increased levels
of payments (see Table 1 for the ceilings).

Nevertheless, the mission raised the following issues for the attention of the management

Impact of Circular 111/2016

On 30 June 2016, the Ministry of Finance (MOF) issued the Circular 111/2016 providing guidance on
Financial Management of the ODA projects replacing the Circular 218. There are several new regulations
which may affect the FM of the Project which are: (i) the requirements that all the budget allocations of
the donors’ fund must be entered into the Treasury’s TABMIS before payments could be verified and
made, (ii) the requirements that all the Project “second grade” advance accounts to be maintained in
the USD (in the context of the Project, the DPMUs’ accounts). These two may result in the risks of
delaying disbursements and payments if (a) the PIM is not updated and the training on the updated PIM
is not delivered on time, and (b) the exception of the Project to continue to maintain the DPMUs’
accounts in VND is not allowed by MOF.

The Mission therefore recommends théd) the PIM to be updated, and training on the updated
version to be delivered to all levels of Project Management, including the I&tate Treasury and

Finance officials bl March2017p 0 0 G KS /t h NBIljdzSaid GKS ahC F2NJ

to be maintained in VND by [31 December 2016].

Delayed Disbursement

The mission still noted delayed disbursements in the Provinces visited. The delays included (a) delays in
processing of Withdrawing Applications, (b) delays in disbursing to Districts, (c) delays in disbursing to
communes.

(a) The average time for processing WAs is [3 weeks]. For some WAs, it took 1- 2 months. The
delays were due to (a) the MOF delayed responses (delayed signing or delayed responding that
the supporting documentation of WA was not proper), (b) the PPMU for not adequate
supporting documentation of the WAs.

(b) Delays in disbursement to Districts were due to the available balances of the PPMU account was
low. For example, in Nam Giang, the request for disbursement No 8 was sent in June but funds
were only disbursed in August. For request for disbursement No 9 submitted in October, only
VND 2 billion out of 4.3 billion was transferred. The reason for that was due to (a) the delayed
disbursement by the MOF as noted above, (b) the delayed of submission of supporting
documentation (clearance of advances) in other districts of Quang Nam and (c) partly, due to
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almost all expenditure and payments incurred in the last 3- 4 months of the year (see the issues
of Planning) so the ceiling of the DA, though increased (see table below), is not sufficient for
payments.

(c) Delays in disbursing to communes was due to (a) the delays allocation of plans to communes (in
Tu Mo Rong district, the allocation was only available in June) and (b) the additional controls of
the sub-grants by the PPMU (in Kon Tum).

Table 1
. Actual Ceiling
No. PPMUs Stated in the DA MB;]CCC:(;G Matzﬁplo;;jislrs]ion imposed by
MOF
1 Dak Lak (**) 5,700,000 700,000 2,000,000 1,600,000
2 Dak Nong (*) 3,800,000 800,000 2,000,000 800,000
3 Gia Lai 5,400,000 800,000 1,800,000 1,800,000
4 Kon Tum 4,700,000 800,000 2,500,000 2,500,000
5 Quang Nam 2,100,000 800,000 1,200,000 1,200,000
6 Quang Ngai (*) 3,000,000 800,000 1,200,000 800,000
7 CPO 1,700,000 500,000 500,000 500,000
(*) The ceilings remained the same as the Budget Allocations were low

(**)  The ceiling remained low as the demand for 3 months payment

The mission therefore recommended that: (i) CPO and PPMUs to provide repeated trainings to DPMUs
and CDBs on documentation (whievill be incorporated in annual training program of the Project), (ii)
MOF to process the WA in the allowed time (and reject the WA timely so that could be revised by CPO
and PPMU promptly), (iii) the clearance of advances (between commudissricts- provinces) on a

monthly basis (or more frequently in case of heavy disbursements) so that the PPMUs have supporting
documentation for WAs, and (iv) no unnecessary controls (for example prior reviews) shall be imposed
for the subgrants by the PPMU.

Budgeting and Planning

The budgeting and planning process of the Project is less efficient and effective.

For the project, there were two budgets, one is the Project Operation Budget (OB) which must be
approved by the CPO and no-objected by the Bank and the other is the budget allocation (authorized
allocation- AA) which is a cap of the payments and allocated by MPI (for CPO), PPC (for PPMUs). The two
budgets are not synchronized: (i) the AA is always much less than the OB (see table 2 below), (2) the AA
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is available before the OB (January vs. March/ April for the year), and (3) the AA is the cap for the
payments of expenditure of OB.

The OB in the previous two years were available late (later than March of the year). In Kon Tum, the OB
of Province would need to be further allocated to DPMU and communes which could only happen in
June (the long process was partly due to the requirements to set up project code for each and every
sub-grant of the commune). As result, the agreements with LEG could only be signed in August and
disbursements were made in October. The LEGs (and other contractors of communes) therefore have
only two months for implementation, which will be further hindered by rains in some districts.

On the other hand, the AA were critically low comparing to the OB. There were cases that activities
approved in the OB were implemented but payments could not be made since the AA has already been
fully utilized). In addition, the AA was not further allocated to Districts and Communes, thus these
agency were completely not aware of the maximum amount they could spend. The PPMUs, DPMUs and
CDBs never tried to prioritize the activities (to scale down the OB to AA). Further the PPMUs, DPMUs
and CDBs also did not monitor the analysis of budget (AA, OB) implementation/ realization.

Table 2
The missiorntherefore recommended the followings:

a. The OB for 2017 shall be available timely (latest by end of January 2017 including further
allocation to Districts).

b. CPO and PPMUs shall propose to have the as maximized AAs ablpaghich should be
sufficient for the proposed OBs.

c. All CPO, PPMUs, and DPMUs shall monitor the budget (OB, AA) realization including the
allocated amounts, the utilized, the remaining and the estimated budget implementation.

d. CPO and PPMUs shall providaihings on the budgeting and planning to all relevant staff
(including local Finance and Treasury officials) particular on (a) allocation of budgets, (b) new
requirements of TABMIS, (c) Monitoring of budget by 31 January 2017.

Internal Audit

The mission noted that to date, no Internal Audit (IA) has been carried out. The MPI appointed the MPI
Inspectorate (MPII) as the IA for CPO. However the MPII has yet conducted any IA for CPO. At the
Provincial level, no Agency/ Divisions have been appointed by the Project Owners (DPIs) to be the
Internal Auditor.

The mission requested that the appointment of responsible function/ officials for the 1A activities at
the Provincial and District level by 31 December 2016 and the IA reports for all CPO and PPMUs to be
available by 30 June 2017.

Other FM issues

Ineligible expenditure
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The mission noted in Tu Mo Rong district (Kon Tum), incidents of ineligible expenditure of car rentals
(conflicts of interests) and the payments for the (software) application of Social Insurance for civil
servants (which are not to be financed by IDA).

The mission requested CPO and Kon Tum PPMU to quantify the related ineligible expenditure and
NBFfdzyR GKS FY2dzyi G2 GKS tta!Qa 5S8SairaylidiSR | 002dzy

Procurement related issue and contract management

In Kon Tum, the mission noted that in the Decision approving the result of selection of Consultants, the

monthly rate of USD 1,200/ individual/ month was approved. However the contracted rates signed with
consultants, ranged from USD 600- USD 850. The mission requested Kon Tum PPMU to clarify the

reasons for the differences of rates by 30 November 2016.

In Dak Kroong commune (Tu Mo Rong district, Kon Tum), the mission noted that 18 training contracts of

LEGS were signed with Hiep Tin with the total of training days ranged from 6- 10 days/contract. The

mission was only able to see the evidences for 2 day training by contract. Given the short contracted

period (2 months) and constraints of personnel of the Company (2- 3 trainers), the mission has doubts

that the Company could actually delivered the committed days, thus payments should be paid for those

days. The mission requested the PPMU and Tu Mo Rong DPMU to clarify the case and report to CPO
and the Bank by 15 November 2016.

In Ta Bhing commune, Nam Giang, Quang Nam, the mission noted the suspended bridge of the
commune was completed within 3 months. However, the supervision consultant (hire by Quang Nam
PPMU) charged 5 months of supervising time. The mission requested Quang Nam PPMU &taim
Giang DPMU to clarify the case and report to CPO and the Bank by 15 November 2016.

Maintenance and Back Up of Computers

The mission noted some computers were not properly used and maintained. In Tu Mo Rong District and
Tu Mo Rong commune, 2 project computers have already been broken down. In Tu Mo Rong District,
the computer of accountant was virus infected, data was lost without recovering as the backups were
not regularly done. The mission requested the CPO and PPMUSs to provide further trainingsetsis
management, computers wsand maintenance and data baekp and recovery.

Final Aide Memoire November 14, 2016 50



Central Highlands Poverty Reduction Project ~ 6" Implementation Support Mission

Annex6: Detailed Findings of Procurement Review for GNTN ISM Mission (O&t@4111, 2016)
Procurementprogress

The mission visited Kon Tum and Quang Nam provinces. General implementation progress of the
procurement activities under the project in these provinces is highlighted as follows:

1. Kon Tum:

Although the PlAs in the province has made significant progress, the implementation progress for the civil
works contracts being planned in 2016 is in general behind the schedule. In particular, at present the
preparation of the design for these Works has been completed and handed over to the PIAs in August and
September 2016. Among 30 civil works contracts procured using shopping, (i) 07 packages are under
execution; and (ii) the rest are either in stage of design approval or bidding.

In Tu Mo Rong district, among 05 civil works shopping packages, only one contract has been signed.
Especially, for one package in Tu Mo Rong commune, the PIA received quotation since October 3, 2016
but at the time of mission, the PIA still has not conducted quotation evaluation; and delay in quotation
evaluation has significantly added the delay to general progress of the project implementation.

In Dak Glei district, all civil works shopping contracts are in the stage of design approval, no civil works
shopping contract has been signed to the time of the mission. It is noted that although the designing
consultant has delivered the design to the DPMU by September 5, 2016, the DPMU has only submitted
the designs to the district PPC for approval by October 13, 2016. Delay in submitting the design to the
approval authority and delay in the approval process contributed significantly to the delay of general
progress of the project implementation.

The mission found similar situation for 28 contracts procured using community participation under this
province, in which 10 contracts are under execution and the rest are under approval process.

The PIAs informed the mission that they will spend efforts to speed up the process and sign the contracts
for all other packages within November 2016. Nevertheless, given that it will take 3 to 4 months for
contract execution, it is likely that the execution of these contracts will be lasting through first quarter of
2017.

2. Quang Nam:

The implementation progress for the civil works contracts in 2016 is generally behind the schedule;
however, the progress in this province is in better situation. In particular, the preparation of the design
for civil works was completed and handed over to the PIAs in July 2016. Among 20 civil works contracts
procured using shopping, (i) 15 contracts has been signed and are under execution at present; and (ii)
bidding of other 05 contracts will be in mid of November. Similarly, among 15 civils works package
procured using community participation, 13 contracts have been signed and other 02 will be signed by
mid-November.

In Nam Giang district, among 05 civil works shopping packages, 04 contracts have been signed and under
execution. 04/06 civils works contracts procured using community participation under this district have
been signed and the other 02 will be signed by mid-November.

3. Reasons for delay:

The mission noted that the key reasons for the delay in implementation progress are as follows:

a) Slow preparation of the procurement plan for the year 2016: The procurement plan was approved by
the end of March 2016 meaning that the PIAs lost nearly a quarter for implementation.
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b) Slow in selection and signing contract with the survey and design consultant: In some cases, the
consultant was only mobilized in June 2016. As a consequence, most of the major works of
implementation including survey and design, approval, procurement, contract signing, execution, and
taking over have been being conducted in the last two quarters of the year.

c) Slow process of submission and approval of design: In many cases, although the designs have been
completed in August or September, they are still under approval process at the time of mission
(November).

d) Slow in quotations solicitation and evaluation: Most of the civils works packages are not complex.
Nevertheless, in several cases, it took the PIAs more than 4 weeks for quotations solicitation and
evaluation which is not really reasonable.

4. CPO:

In general the implementation progress of the procurement activities under responsibility of CPO is also
behind the schedule. The CPO has signed the contract for procurement of vehicles for the project;
nevertheless, due to shortage of budget the delivery of vehicle may be delayed. In such case the CPO
should consider to amend the vehicle delivery schedule. There are 10 packages under bidding stage, which
can be concluded in few months. The CPO should spend extra efforts to accelerate the progress of all
packages, especially those that their outputs are needed for the coming Mid Term Review mission.

Preparation the procurement plan for 2017

The mission was informed by the PPMUs that the implementation plan for 2017 are under preparation.
Several provinces have submitted the draft procurement plan 2017 to the CPO for review and comments.
The PPMUs committed that the procurement plan will be submitted to the Bank for review in December
2016. The mission urged the CPO/PPMU/DPMUs to speed up the preparation of the procurement plan
for 2017 to avoid problem of delay that they faced during 2015 and 2016.

Procurement post review

1. Kon Tum:

The mission conducted review of a number of post review contracts in Kon Tum and have following
findings:

a) Contract No. KT.HP1.W1 (16/2015/HD-XD) dated December 25, 2015 for repairing self-flow water
system, Dak Van 2 village, Van Xuoi commune, Tu Mo Rong district:

9 The quotation of Quang Hung TMKT Co. Ltd. was not sighted at DPMU office.

9 Irregular similarities have been found among two quotations including (i) similarities in the
guotation letters (including spelling mistake); and (ii) similarities in the construction method
(such as format, text font and size, and spelling mistakes). The mission requested the
PPMU/DPMU to carefully look at such irregularities, consider any related issues, and take
needed actions accordingly; and report back to the Bank before November 30, 2016

b) Contract No. KT.HP1.W5 (1/2015/HDXD - DM) dated December 15, 2015 for construction of water
supply system, Ddng LSc village, Dak Man commune, Dak Glei district:

9 Irregular similarities have been found among two quotations of the bidders Chanh Tai Co. Ltd.
and Loc Vung JSC including (i) similarities in the quotation letters (including spelling mistake);
and (ii) similarities in the construction method (such as format, text font and size, and spelling
mistakes). The mission requested the PPMU/DPMU to carefully look at such irregularities,
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consider any related issues, and take needed actions accordingly; and report back to the Bank
before November 30, 2016.

c) Contract No. KT.HP3.W3 (1/2015/HDXD) dated December 21, 2015 for construction of irrigation
system, Dak Nhon village, Dak Long commune, Dak Glei district:

9 Irregular similarities have been found among two quotations of the bidders Tan Tan Phat Co.
Ltd. and Tan Vi Construction Enterprise including similarities some parts in the construction
method (such as site organization chart, and spelling mistakes). The mission requested the
PPMU/DPMU to carefully look at such irregularities, consider any related issues, and take
needed actions accordingly; and report back to the Bank before November 30, 2016.

d) Contract No. QN.HP3.C4.KSTK.2015 dated June 10, 2016 Consultant for geological survey and
preparation of economic and technical report, bidding documents, request for quotation for
works contracts in Kon Tum 2016:

1 Inthe conclusion of the shortlist evaluation report, it did not mention why Hién Nhan Co. Ltd.
was selected.

9 The proposal evaluation report has no date and no signature of the evaluation committee.

e) Contract No. KT.HP3.W6 (03/2016/HDXD) dated March 9, 2016 for upgrade of road Dak Ring —
Dak Nen:

9 Several provisions of the General Conditions of Contract (GCC) were modified, which is not
appropriate. GCC as included in the bidding documents should be used without any
modification.

It also come to our attention that the Director of Hien Nhan Co. Ltd., which is implementing the contract
No. QN.HP3.C4.KSTK.2015 above, and the Director of Vinh Phuoc Construction Private Enterprise, which
is the contractor of the contract No. KT.HP3.W6 (03/2016/HDXD) above, may be brothers. As Hien Nhan
Co. Ltd. is the consultant responsible for geological survey and preparation of economic and technical
report, bidding documents, request for quotation for works contracts in Kon Tum 2016, and Vinh Phuoc
Construction Private Enterprise is the contractor for a number of those civil works contracts in 2016 in
Kon Tum province; there may be a conflict of interest (COI) situation. The mission therefore requested the
PPMU Kon Tum to carefully assess the issue of COIl as mentioned and report back to the Bank before
November 30, 2016.

2. Quang Nam:

The mission conducted review of a number of post review contracts in Quang Nam and found several
weaknesses as follows:

9 The technical specification included in the Request for Quotations is very general.

9 The contract documents does not include sufficient related documents such as acceptance
letter, drawings, technical specifications, and performance security.

Recommendations:

Based on the above findings the mission made following recommendations for PIAs’ immediate attention
to improve the procurement works:

1. The PlAs should spend extra effort and attention to accelerate the progress of all packages, especially
those contracts have not been signed.
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2. The PIAs should closely monitor and manage the contract under execution to ensure that the works
will be completed in accordance with the required standard, within contractual time and cost.

3. Forthe contracts in the liability period, the PIAs should make sure that all defects will be corrected by

the contractors before end of the liability period.

4. The PIAs should expedite the preparation process of the procurement plan for the year 2017.

5. The PIAs should conduct as soon as possible the selection process of the consultant for preparation

of the design for civil works packages planned in 2017.

Agreedactions:

The following key actions have been agreed during the mission:

No. Action

Due Date

1 Kon Tum PPMU reports back to the Bank on issues found from
procurement post review as mentioned above.

November 30, 2016

2 PIAs sign the rest of the civil works contracts.

November 15, 2016

3 CPO will sign the contracts for 03 consulting packages that their
outputs are needed for the coming Mid Term Review.

December 1, 2016

4 CPO/PPMU submits procurement plan 2017 to the Bank for review.

December 15, 2016
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Annex 7: Estimated Time-line for implementing pre-MTR studies (Beneficiary Assessment,
Financial and Technical Analysis of LEGs, Financial and Technical Analysis of Infrastructure
Investments)

Schedule Activities
Dec 2 Contract Signing
Dec 1-5 Hiring of Team Leader and Economic Expert, Project Assistant,
Agronomists/Rural Dev Specialists and Research Assistants
Dec 5-15 Orientation of GNTN and review of relevant documents
Update workplan, Meet GNTN management to discuss study, identify
sampling locations, logistical arrangements/planning, etc.
Dec 18 Submission of Inception Report
Dec 25 Submission of Data Analysis Plan, draft questionnaire, other research
tools, field survey plan, etc.
Jan 1-10 Orientation and training on field data gathering instruments
Jan 16-27; Feb 13-25 | Data Collection
Feb 20-Mar 4 Analysis and report preparation
Mar 10 Submission of Draft Report and presentation to World Bank MTR
Apr 14 Submission of Final Report and full data sets
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