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Description 
	1. Description of the Initiative/ Activity 
	The PRF II has been designed to address infrastructure and basic services needs of poor communities and disadvantaged groups using a community driven development (CDD) approach to planning, implementation and monitoring. PRF II will be a national level initiative referring to the National Leading Committee of Rural Development and Poverty Eradication (NLCRDPE) under the PMO, using a clear targeting mechanism to include the poorest kum bans in the country, and focus on the poorest communities within each kum ban. Investments and capacity building will be provided responding to community needs. In PRF I, identified community needs included support to roads, WATSAN, schools, dispensaries and other small infrastructure development, and a similar focus is expected under PRF II.

	2. Objectives Summary 
	The Project Development Objective (PDO) is ‘to improve the access to and utilisation of basic infrastructure and services for PRF II targeted poor communities in a sustainable manner through inclusive community and local development processes’. Main indicators for impact and outcomes results are increased use and access to transportation, education, health and other services, and increased community social capital such as participation and empowerment of disadvantaged groups. 
Based on current estimates of funds available for Phase II implementation, PRF II has targeted 274 kum bans in 38 districts spread out in 10 provinces. This covers 131,228 poor households all in all (population of 813,121).


Australian Aid – Rated Quality Criteria
	Criteria
	Assessment  
	Rating (1-6)
	Required Actions (if needed) 

	3. Relevance 

	At the highest level, PRF is linked to the National Growth and Poverty Eradication strategy (NGPES) and its MDG commitments to poverty reduction. At the local level, the PRF responds to many of the rural development and poverty eradication priorities in district 5-year-plans, and selected PRF sub-projects are integrated into district sector annual work plans which are approved by the National Assembly. 
The main rationale for AusAID support to PRF II pertains to: 

(i) The intervention’s positive contributions to all three focus areas of the AusAID infrastructure theme.
(ii) The good fit with the rural development pillar of the Laos-Australia Country Partnership Strategy, which emphasises ‘improved rural infrastructure, particularly roads and electrification’ as a means of improving livelihoods, particularly in the poorest areas of the country.
(iii) Working in partnership with WB and SDC, AusAID will contribute to the scale up of a proven program hence contributing to Government of Laos (GoL) donor coordination efforts through the establishment of the open MDTF.

	5
	To realise the potential for contributing to rural development policy processes and dialogue, AusAID would need to allocate further resources at the Vientiane Post to Rural Development, and may need to draw further on Rural Development Thematic Group in Canberra.


	
	The reasons for AusAID to channel support to the PRF rather than to other CDD interventions are:

(i) To ensure maximum geographic coverage.

(ii) To promote close engagement with central level GoL and the 5-year socio-economic planning system. Supporting PRF will give AusAID opportunities to be part of key rural development policy and planning processes, such as the development of a new poverty targeting model, and a national methodology and manual for participatory planning. Alternative delivery mechanisms do not provide similar opportunities for engagement at central and local levels, and leverage to influence future GoL models for rural development.

AusAID’s focus on improved transportation services through infrastructure investment and capacity development is complementary to the other partners’ support: WB funds are not ear-marked, and the SDC support is partly ear-marked for water related investments.
	
	

	4. Analysis and learning
	The theory of change for PRF II assumes that the combination of empowerment through participatory planning and increased services access through infrastructure development will result in improved livelihoods. It is further recognised that in remote areas infrastructure for improved services need to be combined with livelihoods interventions for increased food security and incomes, and that measures need to be taken to minimise vulnerabilities created through opening up of earlier inaccessible areas. 
The PRF II design draws on lessons learned from PRF I and other CDD projects in Laos and the region. Important areas where PRF II has strengthened its responses are: poverty targeting; participatory planning cycles and alignment with local sector planning; technical quality of infrastructure investments; transparency and accountability; and support to procurement and implementation. As for the participatory planning, PRF II will improve the social mapping tool in order to strengthen the village level’s negotiation position in the sub-project selection process.
However, lessons learned from group formation, community-based maintenance, and user pays schemes have not been integrated into PRF II design in a consistent way. 

The WB has carried out assessments of PRF Phase I financial management and procurement systems and capacity, and a number of mitigation measures including improved systems and increased capacity have been elaborated and included in the PAD for Phase II. 
The need for independently recruited international technical assistance has been identified, especially for evaluation studies and targeted technical capacity development interventions. These will be funded separately through the MDTF and with parallel additional funding from WB and SDC.

	4
	AusAID will consider contributing TA to ensure documentation and sharing of results from PRF II implementation and JSDF livelihoods pilots implemented in parallel with PRF II, under the umbrella of the Communications Strategy.
AusAID will support research on lessons learned from group formation, community-based maintenance, and user pays schemes, and their relevance to PRF II.

AusAID will actively seek to identify needs and fund TA to ensure high quality evaluation studies, and relevant technical capacity development support.


	5.  Effectiveness


	The achievement of the project objective focuses on monitoring utilisation and participation rates for each infrastructure subproject with provision for a longer-term assessment of their development impact. The risks and assumptions behind the achievement of these objectives were addressed in the Operational Risk Assessment Framework (ORAF) and the four Safeguard Management Guidelines developed from World Bank models. The ORAF risk rating for the project preparation remains Low (low likelihood, low impact) and Medium I (low likelihood, high impact) for project implementation. 
The Project Development Objective, the targeting mechanisms for beneficiaries, and the indicators in the Results framework are clear and measureable, provided that improvements to the M&E system will be carried out as indicated in the PAD, including:
(i) improved baseline quality and methodology for impact evaluation, including adequate controls for comparison, and attribution of results to PRF support,
(ii) reporting of progress towards outcomes in yearly reports, and

(iii) consistent data disaggregation for different groups of beneficiaries.

The partnerships, which will be crucial in achieving the PRF II objectives at central level, are those between the National Leading Committee, line ministries, and the development partners.  At the local level the cooperation between communities and PRF kum ban committees, the PRF facilitators, and local GoL line organisations will be essential for effectiveness. 
	5
	The GoL-development partner annual supervision missions and any other technical missions, including the administration of the Trust Fund Administrative Agreement, will allow for the participation of AusAID country and technical staff in reviewing and addressing upcoming issues in implementation.

The Vientiane Post Rural Development Team will work together with the WB M&E specialist and the SDC funded consultant for development of the Manual of Operations to ensure that AusAID requirements are adequately incorporated. 
Development partners will later follow up on the implementation of the M&E system and the Manual of Operations, and if needed AusAID will provide supporting TA to strengthen capacity.


	6. Efficiency 


	Mechanisms for strengthening participatory monitoring and social accountability are only partly covered in the participatory planning approach and the complaints mechanism. 

Community ownership could be strengthened further for the technical feasibility, design and contracting phases. A clause on use of local labour in small sub-project contracts could be included in contract formats, and community leaders could be more involved in contract award processes.

The ESMF adequately addresses the temporary and localised environmental impacts expected from PRF investments, which can be mitigated and avoided through a good planning and construction process. To ensure that the ESMF is adequately implemented, roles, responsibilities, and tasks for application of the ESMF should be fully integrated in the sub-project cycles, and as a clause in sub-contractor contractual arrangements.

The ESMF includes adequate avoidance and mitigation measures for negative impacts on women, children and ethnic groups from infrastructure development and increased mobility and opening up of earlier inaccessible areas. Practical measures and guidelines in how to deal with risks of child labour in sub-project construction and exposure to pesticides would be further elaborated in the Manual of Operations. 
	4
	AusAID will engage actively in development of M&E system, Manual of Operations, future versions of the ESMF, and the Gender Strategy to ensure adequate mechanisms to address and enhance the following:

(i) participatory monitoring and social accountability;

(ii) community ownership of sub-project technical feasibility, design and contracting, including provision of job opportunities for local labour;

(iii) elaboration of practical measures to deal with risks of child labour;

(iv) integration of technical standard requirements and ESMF tasks into sub-project cycle standard contract formats for infrastructure works;
(v) participatory planning process to assess community maintenance capacity as part of sub-project selection process.



	
	During PRF I there were indications of ‘over designed’ infrastructure investments which were not tailored to community needs and maintenance capacity.  In other cases, limited budgets for infrastructure have been overstretched and resulted in sub-standard quality ‘under designed’ infrastructures. The PAD now contains wording that encourages investments in spot-improvements to overcome access bottlenecks and extend seasonal access. Class VII standard should be used for district roads or spot improvements on district roads, and Class VIII or IX (i.e. lower) standards are recommended for works on rural roads. 

The PAD and Manual of Operations do not consistently draw on lessons from group formation (water users, farmer associations, savings groups), community-based maintenance (e.g. Sida Basic Access community road maintenance model), and user pays schemes. 

PRF I has encountered problems with poor quality control during construction, weak supervision and inadequate contract management and supervision systems. 


	
	 AusAID would support research into lessons learned from group formation, community-based maintenance, and user pays schemes and their applicability to PRF II, which would then feed into the finalisation of the Manual of Operations. 
If knowledge gaps are discovered, pilots could be suggested to test new models.

Mechanisms for monitoring and action to address design and material defects as well as E&S impacts, should be developed. Monitoring capacity of communities, PRF staff and GoL district engineers should be strengthened accordingly. This type of training could be covered by the AusAID contribution to Component 2.


	7.  Monitoring &     Evaluation


	The PRF II project objective and its indicators do not contain explicit references to poverty reduction impact such as increased income and expenditures, since the WB M&E expert assessed that the PRF investments in health and education (constituting over 60% of the investments in PRF I) would likely not lead to measurable results. However, livelihood outcomes are included in terms of improved access to and utilisation of services, and social capital indicators such as participation and empowerment of women and ethnic households. It is envisaged that it would be feasible to measure impacts on livelihoods and poverty from investments in irrigation, and to some extent roads and transport. Appropriate indicators and monitoring arrangements are being discussed with the PRF management team.
The need to strengthen the PRF II M&E system including quality of baseline data, methodology for impact evaluation including control kum bans which will not receive PRF support, and measurement of progress towards outcomes on a yearly basis are all indicated in the PAD, and reflected in the results framework. 
Data for different groups of beneficiaries should be consistently disaggregated, and clear attribution of results to PRF support should be ensured, to cover AusAID M&E requirements.
	4
	The Vientiane Post Rural Development Team will work together with the WB M&E specialist and the SDC funded consultant for development of the Manual of Operations to ensure that AusAID requirements are adequately incorporated. 

Development partners will later follow up on the operationalisation of the M&E system and the Manual of Operations, and if needed will provide supporting TA to strengthen capacity of PRF staff.

	8. Sustainability


	The long-term sustainability of PRF II investments will depend on the following four main factors:

(i) The GoL appreciation of PRF results and the CDD/participatory planning model, and the willingness to integrate it into the 5-year planning cycle, annual sector work plans, and related rural development and poverty eradication programmes under NGPES. 
The incorporation of PRF directly under the Leading Committee (instead of operating under a separate PRF board under PRF I) brings the PRF model and the alternative GoL model for poverty alleviation under the same administrative structure. This ensures maximum engagement with key decision-makers, and provides opportunities for policy dialogue and pilots during PRF II. The PAD contains one reference, but no elaboration on how lesson learning from implementation and PRF contributions to policy dialogue could be developed. For the longer term, the future of the Leading Committee as a coordinating and overseeing institution is uncertain. The main goal for PRF II is to convincingly show a workable model for participatory planning and poverty alleviation, which could be integrated into the GoL National Rural Development and Poverty Eradication Programme.

(ii) The ability of local GoL structures and HR to absorb and implement the CDD / participatory planning approach. 

The PRF II will start building GoL capacity in bottom-up participatory planning through including GoL kum ban officers in the social mapping exercises during the sub-project selection process. The GoL participatory planning approach and manual will be ready for use in mid 2011.
(iii) The fiduciary capacity and the incentives for GoL to increase budget allocation to rural development over time.

At present there is no risk that PRF would decrease incentives for the GoL to augment spending on rural development, since the poverty target for 2015 is very ambitious and unlikely to be achieved. It can be mentioned that out of the five top priorities for sub-projects in each PRF I village, only 10-12 % were funded.
(iv) Sustainability of the infrastructure investments and the related service provisions.

Key factors for long-term sustainability are the success of community maintenance models and user pays schemes, as well as increase of GoL contributions to maintenance funds.

	4
	AusAID could support TA for development and implementation of a ‘capitalisation and policy dialogue’ chapter of the communications strategy, and ensure documentation, learning and sharing from PRF II in general and from the JSDF livelihoods pilots in particular. 
Regarding integration into the GoL system, AusAID together with other development partners will apply a responsive strategy where capacity in relation to technical and fiduciary aspects and capacity to implement a CDD type intervention, are assessed during implementation. Operational pilots would be explored during the mid-term review. 
AusAID’s engagement in developing the Manual of Operations will ensure that investments are environmentally sustainable, robustly designed and soundly constructed so that the maintenance burden is manageable by community resources. The participatory planning and selection process should include an assessment of community maintenance capacity.

	
	PRF’s environmental sustainability is addressed through incorporation of environmental safeguards into its planning and implementation procedures. This identifies likely the negative consequences of infrastructure improvements and identifies appropriate mitigation measures to address them, and also includes sections on how to maximise potential to create positive environmental impacts such as disaster risk reduction mainstreaming of design and planning, and links to ‘clean village’ initiatives and environmental protection.

During the development of the Manual of Operations there would be opportunities to further strengthen synergies between PRF infrastructure and service improvements, disaster risk reduction, and environmental protection and livelihoods pilots. To move away from blue-print solutions to development, the ESMF ‘positive list’ of preferred interventions and their synergies could be detailed and developed as a planning tool together with guiding questions / check- lists on appropriate interventions for different types of communities in different locations.
	
	

	9. Gender Equality

	PRF is committed to mainstreaming gender considerations in planning, implementation and M&E of all activities. It recognizes the different needs of women and the constraints they face in both participating in and benefiting from the PRF infrastructure improvements. It is committed to improving the opportunities for women, and a Gender Action Plan will be developed in the first year of the PRF II program.

The CDD evaluation (WB, 2008) found that the PRF planning and consensus mechanisms had been effective in giving women a voice and influence in selection of sub-projects. The same evaluation highlighted links between gender mainstreaming and inclusion of ethnic groups, since many of the ethnic women are excluded because of language barriers. This issue is being addressed in the Communications strategy. 
	3
	The proposed M&E system and impact studies should be able to disaggregate gender related progress and use this feedback to strengthen the performance of PRF II’s gender action plan.
AusAID should actively contribute to the development of the Gender Action Plan, and draw on experiences from other Australian rural development and research initiatives.


Safeguards and Commitments 

	Answer the following questions relevant to potential impacts of the activity:
	

	10.  Environment   
	Have the environmental marker questions been answered and adequately addressed by the design document in line with legal requirements under the Environmental Protection and Biodiversity Conservation Act?

The ESMF adequately addresses the temporary and localised impacts expected from PRF investments, which can be mitigated and avoided through a good planning and construction process. It is recommended that contract formats for small works should include responsibilities and limitations for sub-contractors. Screening forms, monitoring forms, and roles and responsibilities of communities, district officers and contractors should be integrated into the project cycle for sub-projects and shown clearly in Manual of Operations. These documents form the framework for PRF II’s environmental risk management and as such address AusAID’s environmental guidelines. The monitoring of the implementation of these guidelines should satisfy AusAID's environmental concerns.
	Yes

	11.  Child Protection
	Does the design meet the requirements of the AusAID’s Child Protection Policy?

PRF implementation contracts forbid the use of exploitative, involuntary or compulsory forms of child labour. This is defined as labour that is economically exploitive, or is likely to be hazardous to, or interfere with, a child’s education, or to be harmful to a child’s health, or physical, mental, spiritual, moral, and social development. The monitoring of contract labour should be able to track the project’s observance of these contract conditions.
	Yes

	12.  Imprest Accounts
	Does the business case and risk assessment support the use of an imprest account as the most efficient, effective, and ethical use of Commonwealth funds in accordance with the Commonwealth Financial Framework and AusAID policy?

The World Bank Multi Donor Trust Fund represents the most cost effective way in which AusAID funds can be utilised by PRF II. There are enough safeguards in the administrative agreement and project as a whole to ensure that AusAID’s country sector strategy is supported and its visibility and social, environmental and child labour concerns are addressed. This will require AusAID’s active participation in the management and operations of the Trust Fund.
	No


	Other comments or issues

	PRF II will not work in villages that have recently been resettled or in villages where resettlement is planned. This standpoint is clearly stated in the PAD, and the ESMF refers to relevant WB operational safeguards. WB is considering a clause in the IDA – GoL agreement that again would reiterate that PRF II support is not to be used as an incentive for resettlement. At present, the monitoring of cases of resettlement relies on voluntary reporting by communities and PRF staff, and it is unclear if there are disincentives for individuals to report cases. AusAID would consider independent monitoring of resettlement as part of general social safeguards monitoring.
PRF II may provide some leverage on two sensitive issues within the GoL:
· Success of PRF II could send a strong message to the GoL showing that there is a viable alternative to the current GoL practice of relocating poor villages to be closer to services in lowland areas. 

· In the present situation the GoL local institutions, in particular the kum ban structure and role, are not ready to host a CDD type intervention. Under PRF II,  a PRF kum ban committee consisting of village representatives will be the coordinating and decision-making body, and a responsive strategy for capacity building and integration would be developed during implementation.
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