Proposed loan and grant to the Socialist Republic of Viet Nam for the Developing Business with the Rural Poor Programme

Initiating institution: IFAD

Borrower: Socialist Republic of Viet Nam

Executing agency: Provincial People’s Committee of Ben Tre Provincial People’s Committee of Cao Bang

Total programme cost: US$50.50 million

Amount of IFAD loan: SDR … million (equivalent to approximately

US$35 million)

Amount of IFAD grant: SDR … million (equivalent to approximately

US$0.55 million)

Terms of IFAD loan: 40 years, including a grace period of 10 years, with a

service charge of three fourths of one per cent (0.75 per cent) per annum

Cofinancier(s): Government of Germany, Government of Luxembourg
Amount of cofinancing: Government of Germany: US$1.77 million, Government of Luxembourg: US$3.99 million
Terms of cofinancing: Grant

Recommendation

RESOLVED: that the Fund shall make a loan to the Socialist Republic of Viet Nam in various currencies in an amount equivalent to … special drawing rights (SDR …) to mature on or prior to … and to bear a service charge of three fourths of one per cent (0.75 per cent) per annum, and to be upon such terms and conditions as shall be substantially in accordance with the terms and conditions presented herein.

RESOLVED FURTHER: that the Fund shall provide a grant to the Socialist Republic of Viet Nam in various currencies in an amount equivalent to …special drawing rights (SDR …) and upon such terms and conditions as shall be substantially in accordance with the terms and conditions presented herein. (Par 39)
Main Development Opportunity Addressed by the Programme:
The proposed programme will facilitate the creation and development of market and business opportunities with the rural poor, within a framework of value chain development, to improve their livelihoods. (Par 1)

Target Group and Participation:

In accordance with IFAD’s Policy on Targeting, the targeting approach will be a combination of the following: (i) geographic targeting of poor communes within the two provinces; (ii) selection of activities highly relevant to the marketing problems of poorer households; and (iii) ensuring access by poorer households to programme services and to the wider range of opportunities it will create. (Par 10)
Key Programme Objectives: 

The programme goal is sustainable and equitable reduction in rural poverty, which is in close alignment with the policies and strategies set out in Viet Nam’s Socio-Economic Development Plan (SEDP) 2006-2010. The purpose is that the rural poor benefit from improved market participation in Ben Tre and Cao Bang Provinces. (Par 12)
Policy and Institutional Objectives: 

The programme will improve the business and investment environment by creating a legislative/regulatory framework and institutional capacity to enable profitable enterprise investments and improve business development services along value chains, both to support farmers and to increase the contribution of intermediate enterprises. (Par 13)
IFAD Policy and Strategy Alignment: 

The programme addresses the objectives of ensuring that rural poor people have the skills and organization they need to improve their access to a broad range of financial services, transparent and competitive markets for agricultural inputs and produce, and opportunities for rural off-farm and enterprise development, as well as local and national policy and programming processes in accordance with IFAD’s Strategic Framework 2007–2010. (Par 14)
Main Components:
The programme has four components: (i) improving the business and investment environment; (ii) rural business development services; (iii) expanding market access for the rural poor; and (iv) programme management. (Par 17)

Main Categories of Benefits Generated:

The main beneficiaries of the proposed programme will be rural poor people who earn their incomes from farming, on- and off-farm employment and ownership/operation of MSMEs. The programme will benefit others along value chains having commercial links with farmers and enterprises providing business development services. (Par 27)
Scaling-Up Approach:

The programme will develop a set of practices, instruments and methods to serve as benchmarks for decentralized market-oriented poverty reduction, which could be applied to other provinces in the country. (Par 32)

Main Risks:

The programme faces four main risks: (i) line agencies may be unable to adapt to market-oriented business environments; (ii) the target group may lack the capacity to start up MSMEs; (iii) enterprises and institutions may not have the technical capacity to provide business development services; and (iv) commune administration may lack the capability to manage decentralized implementation of CIFs. The planned mitigation measures include: (i) extensive training courses and workshops to inform key officials of their role as facilitators rather than the sole service provider; (ii) intensive work on value chain assessment to identify the best areas for concentration of support for MSMEs; (iii) extensive training for existing and potential entrepreneurs through short- and long-term consultants; and (iv) substantial training for commune people’s committees, their staff and accountants. (Par 33)
Environmental Classification:

Pursuant to IFAD’s environmental assessment procedures, the programme has been classified as Category B in that it is not likely to have any significant negative environmental impact. (Par 34)
Sustainability:

Programme benefits will increase over time as a result of continued private investment. Sustainability will be ensured by the public sector’s ability to deliver more public services with fewer economic resources. (Par 35)
