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Abbreviations and Acronyms

AC Agricultural Cooperatives

ADB Asian Development Bank

AfD French Agency for Development

AFN Agriculture for Nutrition Project

ALIiSEA Agroecology Learning Alliance in Southeast Asia

ANRCB Applied Nutrition Research Capacity Building (USAID)

AOS Annual Outcome Survey

APG Agriculture Production Group

ASAP Adaptation for Smallholders Agriculture Programme (trust fund, IFAD)
AUO Office of Audit and Oversight

AWPB Annual Work Plan and Budget

BALI Business Action Learning for Innovation

BoQ Bill of Quantities

CAHW Community Animal Health Worker

CBO Community-Based Organizations

CBPP Community Based Participatory Planning

CC(A) Climate Change (Adaptation)

CDE Center for Development and Environment, University of Bern, Switzerland
CEDAW Convention on the Elimination of All Forms of Discrimination Against Women
CFM Country Feedback Mechanism

CLEAR Community Livelihood Enhancement and Resilience (World Bank project)
CM Community Mobilisers (hired by the project)

CMT Contract Monitoring Tool

CN Concept Note

Col Core Outcome Indicators

COSOP IFAD Country Strategic Opportunities Programme 2018-2024
COSTAB Cost Tables

COVID-19 Coronavirus disease 2019 (SARS-CoV-2 virus)

CcQs Selection Based on Consultants’ Qualifications

CRIFS Climate-resilient integrated farming systems at the interface of research, education, and practice
CSA Climate Smart Agriculture

CSO Civil Society Organizations

CSP Country Strategic Plan (WFP)

CTA Chief Technical Advisor

CTC Chamber of Trade and Commerces

CU2-5 Children Under 2-5 years of age

CU5 Children Under 5 years of age

DA Designated Account

DAEC Department of Agricultural Extension and Cooperatives

DAFO District Agriculture and Forestry Office

DALaM Department of Agricultural Land Management

DAW MAF Division for the Advancement of Women

DC Direct Contracting

DHO District Health Office

DICO District Industry and Commerce Office

DMH Department of Meteorology and

DNC District Nutrition Committee

DoPC Department of Planning and Cooperation
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DPCO
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GRM
GST
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Department of Planning and Finance

District Project Coordination Office

District Project Steering Committee

District Public Works and Transport Office

District Social Economic Development Committees
Department of Technical Extension and Agro-Processing
Economic and Financial Analysis

Ethnic Group

Extension Management System

Environment and Natural Resources/Climate Change
Expression of Interest

Environmental Protection Law

Environmental Safety

Environmental, Social and Climate Management Framework
Environmental, Social and Climate Management Plan
European Union

Environmental Vulnerability Index
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Force Account (Self implementation) or Financing Agreement
UN- Food and Agriculture Organization

Fixed Cost Selection

Food Insecurity Experience Scale
Financial Management

Project Financial Management and Financial Control Handbook for Borrowers

Project Financial Management and Financial Control Arrangements Letter
Southern Lao Food and Nutrition Security and Market Linkages Programme
Farmer Nutrition School

Free Prior Informed Consent

Food System Summit

Global Agriculture and Food Security Programme

Gender Action Learning System

Good Agricultural Practices

Gender Based Violence

General Conditions

Global Climate Fund

Gender Development Index

Gross Domestic Product

Gender Equality and Social Inclusion

Gender Equality and Women’s Empowerment

Global Hunger Index

Gender Inequality Index

Deutsche Gesellschaft fuer Internationale Zusammenarbeit GMBH

Gross National Income

Government of Lao People’s Democratic Republic

Grievance Redress Mechanism

Group Support Team at District level

Health Governance and Nutrition Development Project (MoH, World Bank)
Human Capital Index

Home-Grown School Feeding initiative (WFP)
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HHM

ICB

ICP
ICP-CMY
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IEC
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MPI

Household
Household Methodology

International Competitive Bidding

IFAD Client Portal

IFAD Client Portal — Contract Monitoring Tool
Individual Consultant Section

Information and Communication Technologies
Information, Education, and Communication
International Fund for Agricultural Development
International Food Policy Research Institute
Interim Financial Reporting

Irrigation Management Transfer

Indigenous People (Ethnic Groups)
Intergovernmental Panel on Climate Change
Indigenous Peoples Planning Framework
Integrated Project Risk Matrix

International Shopping

Integrated Vocational Education and Training
International Work Group for Indigenous Affairs
Infant and Young Child Feeding

Knowledge, Attitudes and Practices
Knowledge Management

Laos Climate Services for Agriculture

Lao Kip

Lao American Nutrition Institute

Linking Agriculture, Natural resource management and Nutrition approach

Living Aquatic Resources Research Centre
Third Lao Census of Agriculture 2019/2020

Least Cost Selection
Least Developed Country

IFAD’s Loan Disbursement Handbook
Lao Expenditure and Consumption Survey

Lao Farmers’ Network
Lao People’s Revolutionary Youth Union

Lao Social Indicator Survey
Lao Women'’s Union

Monitoring and Evaluation
Ministry of Natural Resources and Environment

Minimum Acceptable Diet
Ministry of Agriculture and Forestry

Methodology for Assessing Procurement Systems
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Minimum Dietary Diversity for Women
Management Information System
Ministry of Education and Sports
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MSME Micro, Small and Medium Enterprise

MSP Multi Stakeholder Platforms

MTR Midterm Review

NABP Il Second national agro-biodiversity programme and action plan 2015-2025
NAFRI National Agriculture and Forestry Research Institute

NAPPWD National Action Plan on Persons with Disabilities

NCAWMC National Commission for the Advancement of Women, Mothers, and Children
NCB National Competitive Bidding

NDC Nationally Determined Contribution

NDVI Normalized Difference Vegetation Index

NEET Not Employed in Education or Training

NGO Non-governmental organization

NNC National Nutrition Committee

NNSPA National Nutrition Strategy to 2025 and Plan of Action 2021-2025
NOTUS No Objection Tracking Utility System

NPAGE National Plan of Action on Gender Equality

NPAN National Plan of Action for Nutrition

NPAVAWVAC National Plan of Action on Preventing and Elimination of Violence Against Women and Violence against Children
NPC National Project Coordinator

NPCO National Project Coordination Office (AFN)

NPSC National Project Steering Committee

NPV Net Present Value

NS National Shopping

NSEDP National Socio-Economic Development Plan

NSMP National School Meals Programme

NSPC National Project Steering Committee

NTFP Non-Timber Forest Products

NUoL National University of Lao PDR

NUS Neglected and Under-utilized Species

O&M Operations and Management

ODA Official Development Assistance

OPD Organizations for Persons with Disabilities

ORMS Organizational Results Management System

PA Project Account

PAFO Province Agriculture and Forestry Office

PAR Participatory Action Research

PDO Project Development Objective

PDR Project Design Report

PDT Project Design Team

PHC Population and Housing Census, 2015

PICO Provincial Industry and Commerce Office

PICSA Partnerships for Irrigation and Commercialization of Smallholder Agriculture (IFAD-funded project)
PIM Project Implementation Manual

PLWIG Pregnant and Lactating Women and Girls

PMU Project Management Unit

PNC Provincial Nutrition Committee

PO Producers’ organizations

PP Procurement Plan

PPC Provincial Project Coordinator
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PPSC
PRF

PRM
ProMIS
PWD
QCBSs
RAS
RDA
REol
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RFQ
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SAMIS

SBCC

SBN
SCF

SCOPE
SDC

SDG
SDR
SECAP
SEDEP
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SLM
SNV
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SUN
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UNCT
UNFCCC
UNFPA
USAID
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Provincial Project Steering Committee
Poverty Reduction Programme (MAF / World Bank)

Procurement Risk Matrix

Project Management Information System (MAF)
Persons with Disabilities

Quality and Cost-Based Selection

Rural Advisory Services

Recommended Daily Allowances of nutrients
Request for Expression of Interest

Renewable Energy Technologies

Request for Quotation

Reducing Rural Poverty and Malnutrition Project (MAF / World Bank)

Round Table Meetings

Round Table Process

Strengthening agro-climatic monitoring and information systems to the adaptation to climate change and food

security in Lao PDR
Social and Behavior Change Communication

SUN Business Network
Standard Conversion Factor

WEFP’s beneficiary identity and benefit management system

Swiss Development Cooperation

UN Sustainable Development Goals
Special Drawing Rights
Socio-economic and Development Plan

Social, Environmental and Climate Assessment Procedures (IFAD)

Social Inclusion Action Plan
Sustainable Land Management
Netherlands Development Organization
Strategic Objective

Statement of Expenditure thresholds
Senior Procurement Officer

System of Rice Intensification

Strategic Support for Food Security and Nutrition Project

Single Source Selection

IFAD-financed Soum Son Seun Jai - Community-based Food Security and Economic Opportunities Programme

Scaling Up Nutrition
Scaling Up Nutrition Business Network

Sector Working Group on Agriculture and Rural Development

Technical Assistance
Technical Assistance/Assistant
Terms of Reference

Training of Trainers

Technical Service Centre

United Nations Country Team

United Nations Framework Convention on Climate Change

United Nations Population Fund
U.S. Agency for International Development
United States Dollar

Unexploded Ordnance
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UXO Lao Lao national UXO programme

VAT Village Agriculture Technician
VDP Village Development Plan

VIT Village Implementation Team
VNC Village Nutrition Center

VNF Village Nutrition Facilitator
VVW Village Veterinary Worker

WA Withdrawal Application

WASH Water, Sanitation, and Hygiene
WFDF Women and Family Development Fund (LWU)
WFP UN-World Food Programme
WHO World Health Organization
WRA Women of Reproductive Age
WUA Water Users’ Association
WUG Water User Group
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In line with IFAD mainstreaming commitments, the project has been validated as:

Gender Transformative [ Youth Sensitive Nutrition Sensitive [ Persons with Disabilities Indigenous Peoples
Climate Finance Adaptive Capacity

Executive Summary

The Government of Lao PDR (GoL) and IFAD have agreed to allocate part of the Twelfth Replenishment of IFAD's Resources 2022-
2024 (IFAD12) to funding the second phase of the Agriculture for Nutrition project (AFN Il). Building on the results of the first phase of
the Agriculture for Nutrition project, and with support from IFAD and WFP, the Government of Lao PDR (GoL ) submitted a proposal to
the Global Agriculture and Food Security Programme (GAFSP) in August 2021 for funding the second phase of the Agriculture for
Nutrition project (AFN Il). In February 2022, the GAFSP Steering Committee agreed to allocate the requested full amount and
approved a grant of US$20 million to implement the project as outlined in the funding proposal. The intention is to complement the
GAFSP grant with an IFAD loan of US$13.2 million.

The economy of Lao PDR has been through a rapid transition over the last two decades, with strong growth and large investments in
the natural resource sector (hydropower, mining, land concessions) and infrastructure (railways, toll ways). However, since the start of
the COVID-19 pandemic in 2020, socio-economic development has been constrained by increasing macroeconomic instability (public
debt, inflation, stagnant GDP growth), growth in joblessness, rising inequalities, and growing vulnerability to climate change,
environmental degradation, and shocks (e.g., economic, health, and natural). These challenges have been aggravated by the ripple
effects on global supply chains of the Ukraine conflict.

The agriculture sector remains critically important to the rural economy, employing more than 60% of the work force (64% for women),
with most agriculture workers being self-employed in small-scale and primarily subsistence family farming. The agriculturalsector has
transitioned towards commercial production of raw products for export. Higher incomes generated from commercial agriculture
accounted for 80% of the decline in poverty (from 25% in 2013 to 18% in 2019). However, poverty in rural areas is three times higher
than in urban areas, and rural households remain disproportionately affected by poverty, food insecurity, and malnutrition.

The development problem is that farmers and rural households living in remote uplands of Lao PDR, including women, youth, ethnic
groups, and persons with disabilities have not benefitted from strong economic growth and are disproportionally affected by food
insecurity, malnutrition, and poverty. The multiple root causes of the problem have been further exacerbated since 2020 due to the
combined effects of the COVID-19 pandemic and the impacts of the Ukraine conflict on global supply chains in 2022.

Building on the success and lessons learned from the first phase, AFN Il aims at addressing the above development problem by
investing in nutrition-sensitive agriculture interventions and by adopting an inclusive, gender-transformative approach. AFN |
demonstrated that by promoting sustainable climate resilient agriculture practices, and strengthening the capacity of community
based-organizations, household income has increased and there has been significant improvement in nutritional outcomes. A
decentralized approach and community-based planning processes have enhanced ownership and sustainability and have visibly
empowered rural women, including members of ethnic groups.

Geographic targeting follows criteria-based selection, focusing on poverty, food security, nutrition, and climate vulnerabilities. AFN I
is a scaling-up phase, expanding out beyond the Government’s twelve, priority, “convergence districts” in four northern provinces to
encompass twenty districts in six provinces, including: Phongsaly, Oudomxai, Xiengkhouang in the north and Salavan, Sekong, and
Attapeu in the south.

AFN Il adopts a two-pronged approach in: (i) five (5) priority convergence districts, where many development projects are already
investing in agriculture and nutrition. Here, AFN 1l will focus on the graduation of CBOs established during the first phase and multi-
sectoral planning in line with the National Nutrition Strategy and Plan of Action (NPAN 2021-2025) and (ii) fifteen (15) “non-
convergence” districts. Here, AFN Il will invest in interventions in nutrition, agriculture, market linkages, productive and market
infrastructures, capacity building, and strong partnerships with public, private, and civil society organizations (CSOs).

Out of a total of 500 target villages, AFN Il will support 125 in convergence districts which have already received support in the first
phase. It will also support 375 villages in non-convergence districts, including villages involved in the recently completed, IFAD-
funded, FNML project in the three southern provinces. Village selection will be based on the same criteria in both cases and will
integrate government criteria for Poverty Graduation and Development as defined by the Decree 348.

Target groups. The intended target population is 168,000 people in 28,000 households. The target population will include: (a)
Children Under 5 years of age (CU5s); (b) adolescent girls (age 10-19); (c) women of reproductive age (WRA age 15-49 years,
including PLW/G); (d) youth (age 15-35); and (e) others (ensuring 50% female). The project will support vulnerable households and
individuals most likely to be left behind, such as women-headed households (2%), persons with disabilities (2%), Lao migrants
returning to rural areas due to COVID-19 impacts (5%), ethnic groups other than Lao/Tai (at least 70%). AFN Il is a nutrition sensitive
and gender transformative project.

The Project Goal is to enable 28,000 vulnerable households living in the project area to raise their income by 20% by 2030.

The Project Development Objective is to enable 28,000 vulnerable households living in the project area to improve their food and
nutrition security, enhance their climate resilience and increase smallholders’ income by 2030. The project goal and PDO are aligned
with the revised COSOP 2019-2024 strategic objectives and directly contribute to SDG 1 and SDG 2 as well as the Government’'s
ninth Socio Economic Development Plan (SEDP 2021-2025). They are also aligned with the United Nations Sustainable Development
Cooperation Framework 2022-2026 for Lao PDR.
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Component 1 (Community-driven agriculture and natural resources-based nutrition interventions establishment) will have
two main outcomes. The first outcome is to improve the nutrition Knowledge, Attitudes and Practices (KAP) of the targeted poor and
near-poor smallholder farmer households most at risk of food and nutrition insecurity, which has been further exacerbated by the
COVID-19 pandemic. This outcome will be achieved through Subcomponent 1a: Improved nutritional status of women, children, girls,
and other vulnerable groups, which is supervised and implemented by WFP in close cooperation with the MAF and Provincial
Agriculture and Forestry Offices (PAFO), District of Agriculture and Forestry Offices (DAFO) and provincial and district convergence
agencies (education and sports, health and LWU).

Subcomponent 1a will produce the following outputs: (i) 28,000 households receive improved nutrition services and training (FNS,
SBCC, training, promotion of wild foods in local diets); (ii) 15,000 people, mainly women, implement home garden grants and receive
training; and (iii) 400 villages receive support for food conservation and storage, including 250 rice banks.

The second outcome of Component 1 is to enable the aforementioned households to adopt environmentally sustainable and climate-
resilient technologies and practices in order to increase and diversify their agricultural production, manage their natural resources
more sustainably, increase their income, and enhance their resilience to climate threats and COVID-19 pandemic impacts and other
threats, including the current economic crisis. This outcome will be achieved through Subcomponent 1b: Improved agricultural
productivity of selected commodities, which will be supervised by IFAD and implemented by MAF and its decentralized offices at
provincial and district levels (PAFO and DAFO).

Subcomponent 1b will produce the following outputs: (i) 22,400 household members receive productivity enhancing support by
implementing grants for Agriculture Production Groups (APGs); (ii) 10,000 households receive inputs or services on climate resilient
or sustainable agriculture practices; (iii) 68,000 ha of land-area receive improved production support; and (iv) 970 producer-based
organizations are supported (860 APGs and 100 WUG).

Component 2 (Business partnerships and market access improvement) aims at improving physical access to markets,
processing and storage. It will produce the following outputs: (i) build or rehabilitate 375 processing, storage, and market facilities
(storage, collection points, etc.); (ii) support 600 producers’ organization (APGs) to engage in formal partnerships/agreements or
contracts with public or private entities in food value chains, through Multi-Stakeholder Platforms (MSP) and matching grant facilities;
(iii) 50 MSMEs join the SUN Business Network as new members and receive business development, marketing support, and access
to finance; and (iv) rehabilitate existing rural access tracks.

Component 3 (Enabling environment and partnerships) aims at improving multisectoral planning in support of achieving the target
set in the NPAN 2021-2025 as well as improving service delivery to rural communities by involving CSOs. It will deliver the following
outputs: (i) 30 substantive deliverables on food security and nutrition processes are completed in the form of multisectoral nutrition
plans linked with the current NPAN and SEDP for the period 2021-2025; (ii) 5 knowledge products are completed with project support
related to agriculture, natural resources management, promotion of wild foods, and food/nutrition security thus contributing to policy
dialogue and preparation of the NPAN and SEDP for 2026-2030; and (iii) around 40 CSOs directly contribute to supporting
communities in implementing their village nutrition plans and other nutrition-sensitive interventions involving women, youth, ethnic
groups and People with disabilities.

Implementation arrangements and partnerships: AFN Il is a 7-year project expected to start in mid-2023 and to be completed in
mid-2030. The implementation arrangements will broadly follow the structure and processes in place for the implementation of AFN
phase 1 with a strong focus on partnerships. The Ministry of Agriculture and Forestry (MAF) will be the implementing agency, through
its Department of Planning and Cooperation (DoPC).

Subcomponent 1a will be implemented by WFP and the nutrition convergence line agencies: agriculture and forestry, education and
sport, health, and the Lao Women’s Union. The National Agriculture and Forestry Institute (NAFRI) and the Center for Development
and Environment of the University of Bern (CDE) will be involved for the promotion and conservation of wild foods in local diets.
Subcomponent 1b will be mainly implemented by MAF line agencies at district level in support of the CBOs at village level: for
example, agriculture production groups, village agriculture technicians, village veterinary workers.

Component 2 will involve private actors in food value chains and APGs in multi-stakeholder platforms (MSP) to promote business
relationships. MSMEs will be supported through the SUN business network for business planning, access to markets and financial
services, etc.

Component 3 will be implemented by MAF and WFP and support nutrition committees at all levels (village, district, province and
national) and multisectoral planning processes. CSOs participation will be supported by a Challenge Fund. The Project Monitoring
and Information System (ProMIS), based at DoPC, will also be supported to enhance coordination and synergies between
development projects in the agriculture sector.

Financial management and procurement. The MoF shall open two Designated Accounts (DA) denominated in US dollars in the
Bank of Lao PDR for receiving and holding the loan and grant proceeds. The NPCO shall open and maintain an account denominated
in LAK for project operations called the “Project Account”. The Project Account shall be funded and replenished as necessary from
the resources held in the Designated Accounts, upon request of the NPCO and in accordance with expenditures incurred under
approved AWPBs.

Financial support for investments in agricultural intensification, MSME and CSOs shall be transferred directly into the accounts of the
concerned groups and/or enterprises and CSOs. To this end, the NPCO shall, upon receiving full and correct documentation, request
arrangements for a direct transfer of the funds. This modality is already practised in AFN I.

Project costs and financing. The total cost for the 7-year AFN |l Project is estimated at US$48.33 million (LAK 726.68 billion)
including contingencies. The total base costs are US$40.72 million (LAK 612.11 billion). Physical and price contingencies account for
US$1.22 million and US$6.40 million, respectively (3% and 15.7% of the total base costs).
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The IFAD loan will finance US$13.24 million or 27% of total project costs. This includes: US$4.76 million or 17% of Component 1, for
which the total cost is US$27.91 million; US$1.40 million or 19% of Component 2 (US$7.44 million); and US$7.07 million or 54% of
Component 3 (US$12.99 million). IFAD will contribute US$7.74 million (78%) to the Project Management of US$9.96 million.

The GAFSP grant provided is US$20 million of which US$12 million (60%) will be implemented through IFAD as the Investment
Supervising Entity and US$8 million (40%) through WFP as the Technical Assistance Supervising Entity.

The part of the GAFSP grant implemented through IFAD will finance US$12 million, or 25% of the project costs, including: (i) US$8.40
million or 30% of Component 1; (ii) US$0.97 million or 13% of Component 2; and (iii) US$2.63 million or 20% of Component 3.

The part of the GAFSP granted implemented through WFP will finance US$8 million, or 17% of the project costs, including: (i)
US$6.55 million or 23% of Component 1; and (ii) US$1.45 million or 11% of Component 3.

MSMEs and CSOs will finance US$1.44 million or 3% of total project costs for the matching grant facility under Component 2. These
contributions are expected to be either in cash and/or in kind. Civil Society Organizations (CSOs) will finance US$0.30 million for the
Challenge Fund under Component 3. Contributions from CSOs are expected to be in kind.

The beneficiaries will finance US$2.13 million or 4.4% of total project costs and GoL will finance US$4.81 million or 10% of the total
project costs.

Economic and Financial analysis. The primary source of economic benefit from the project is derived directly from component 1,
subcomponents 1a and 1b, and component 2. The rest of the project activities will create an enabling environment for the project to
achieve the intended economic benefits. Fifteen (15) economic models will be developed to assess impacts on the target beneficiary
and society.

The results of the Financial Analysis show that, although all proposed activities have positive NPVs, poultry raising, goat raising, and
irrigated crop diversification after wet season rice activities are most attractive to the target beneficiary. They are the most profitable
and less risky activities and have a positive impact on poverty, food security, and nutrition.

The results of an Economic Analysis over a 20-year period, which includes all the activities previously described and nutrition benefits,
shows that the project is very profitable, with an NPV of LAK 507,621,786,567, corresponding to US$34,281,385 and an Economic
Rate of Return of 26%. These results are very satisfactory, particularly because some of the benefits are not quantifiable, including
job creation linked to infrastructure maintenance, and the health benefits of more nutritious meals for families.

A sensitivity analysis confirms that the project would remain profitable in the event of a cost increase of 28% and decrease in benefits
of 17%, or a cost increase of 11% and decrease in benefits of 10%. The project would also remain profitable if benefits were delayed
by one year.

Project Risks. The overall risk profile is medium, but financial and procurement risks are high and could seriously affect the project.
To ensure adequate risk mitigation, AFN Il will employ financial management staff at district levels and apply a comprehensive
package of financial management measures.

Financial risks. AFN Il replicates the success of AFN | with the intention that most of the NPCO staff from Phase 1 will be retained
and that its project’s governance, current FM systems and arrangements will continue into phase 2. For this reason, the financial
management inherent risk is moderate and residual risk is low.

The environmental and social risk category for the project is assessed as high. The project activities will likely generate
environmental and social risks and impacts related to the following Standards — Biodiversity, Resource Efficiency and Pollution
Prevention, Nutrition, Cultural Heritage, Indigenous People, Labour and Working Conditions.

The Climate risk category of the project is assessed as moderate. Key climate-related hazards identified in the project area are
landslides, cyclones, extreme heat, flooding and wildfires while water scarcity is assessed a low, as long as the abundant surface and
groundwater resources can be mobilised in a sustainable manner.

Target group engagement and feedback. The engagement and feedback mechanisms of ANF |l will establish inclusive, fair and
transparent processes and formal communication channels for target groups and other stakeholders to participate in all stages of
each intervention, from planning to implementation, monitoring and evaluation. Free Prior Informed Consent (FPIC) and Grievance
Redress Mechanisms have been included in the design in line with national regulations and IFAD requirements.

M&E and KM functions from AFN | have been upgraded in the second phase. The project M&E system will apply IFAD Core
Outcome Indicators (COI) measurement guidelines to measure all IFAD COls at baseline, mid-term, and completion. M&E training will
be conducted for district-level M&E TA and an automated bilingual system will be created. To avoid double counting, a household ID
system will be integrated into the database, with a summary table of project beneficiaries disaggregated by sex, age and ethnicity.
The M&E and KM functions are designed to ensure that data and information are readily available to guide management decisions,
that feedback on achievements get to policymakers, and that lessons learned are integrated into the next round of planning for the
SEDP and National Nutrition Strategy and Plan of Action 2026-2030.

1. Context

A. National context and rationale for IFAD involvement
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a. National Context

1. Political, economic, and social context.

2. Political context. Lao PDR is governed by the principle of “democratic centralism” and led by a single party, the Lao PDR
People’s Revolutionary Party (LPRP), headed by the Party’s Central Committee and managed by the Politburo[1]. The political
system has maintained stability, peace and security in recent decades, but is facing structural challenges. These include rising
public debts, an unfavourable investment and business environment, rising youth unemployment and persistent gaps in law
enforcement to the detriment of disadvantaged people. The market-economy model prevalent since 1986 relies on natural
resources exploitation (hydropower, mining, land concessions) and has resulted in environmental degradation, displacement of
people, and significant rural-urban disparities (UN Common Country Analysis, 2021).

3. As stated in the 1991 Constitution, the National Assembly is elected every five years and is the legislative branch which adopts
laws, strategic plans and state budgets. Space for participation by civil society and the private sector is expanding, but remains
severely constrained. Reforms stem from the will and commitment of the central government, rather than being demand driven.

4. Lao PDR ranks below the regional average on governance performance indicators Government effectiveness, control of
corruption, regulatory quality, rule of law and voice and accountability[2] (Worldwide Governance Indicators, 2020).

5. Within the framework of the decentralisation policy (Sam Sang or ‘Three Builds’), the country has three levels of local
government: provincial, district and village level. This assigns villages as being the development units, districts as the integration
units for planning and budget preparation, and provinces as the strategic units. Under this policy, financial devolution and
delegation of financial decision-making to sub-national levels of government has occurred, but overall control is retained at the
central level.

6. Overall, Government effectiveness has worsened since 2017, reflecting a decline in public administration performance and
indicating gaps in the capacity building of local authorities and line agencies, in particular at subnational levels. Lack of
intersectoral coordination and limited use of digital technologies also undermine the ability of public agencies to effectively deliver
services to citizens and support, promote and protect private sector investments.

7. Economic context. Lao PDR transitioned from a low-income economy to a lower-middle income economy in 2011. Graduating
from a Least Developed Country (LDC) status is a high priority for the government. In early 2021, Lao PDR met the threshold for
all three graduation criteria[3] and was recommended for graduation with an extended preparatory period of 5 years. This laid the
path for graduation from LDC to Developing Country status in 2026.

8. Gross Domestic Product (GDP) growth averaged 7.5% per year between 2010 and 2019, while the agriculture sector grew by
2.5% per year. Over the same decade, the contribution of agriculture to GDP has decreased from 22.6% to 16.1%, while the
share of the industry and services sectors increased to reach 31.5% and 41.5% respectively. This economic transition has seen a
significant part of the labour force moving from on-farm to off-farm employment. However, the agricultural sector remains critically
important to the rural economy, employing more than 60% of the work force (64% for women), with most of agricultural workers
being self-employed in small-scale family farming, primarily for subsistence.

9. As in other resource-rich countries, economic growth in Lao PDR has been driven by capital accumulation in the natural
resource sectors, primarily in hydropower and mining. The current economic model has generated “jobless growth” and rising
inequalities. As measured by the Gini Index, inequality went up from 36.0 in 2012-2013 to 38.8 in 2018-2019. The current growth
model has not allowed the poorest to close the income gap.

10. The latest World Bank Country Diagnostic indicates that the public and private capital stock is estimated to have increased from
$28 billion in 2000 to almost $190 billion in 2019 in constant 2017 US dollars. However, these investments have been mostly
financed through the accumulation of foreign debt. Total public and publicly guaranteed debt has increased considerably to $14.5
billion in 2021, or 89% of GDP. The government has also heavily invested in flagship infrastructure projects including the Lao-
China Railway (linking the capital, Vientiane, with the rail network into China) and a modern toll way from Vientiane to Vang
Vieng District in Vientiane Province.

11. Since 2020, the national economy has been impacted by the combined effects of the COVID-19 pandemic and, in 2022, the
conflict in Ukraine. The national economy contracted by 0.5% in 2020 and rebounded to 2.3% in 2021, far below the pre-crisis
levels. By comparison, the agricultural sector has remained relatively strong, growing by 3.2% in 2020 and 2.3% in 2021.
Forecasts for 2022 and 2023 show a slow economic recovery, with GDP expected to grow at rates of 3.4% and 3.7% in 2023 and
2024 (ADB, Asian Development Outlook, 2022).

12. Lao PDR socio-economic development is currently constrained by three main challenges: (i) increasing macroeconomic
instability; (ii) jobless growth with rising inequality; and (iii) growing vulnerability to climate change, environmental degradation,
and shocks (e.g., economic, health, and natural). The current macro-economic instability is characterised by rising public debt
levels, high inflation rates, large current account deficits, low foreign reserves, and stagnant GDP growth.

13. The inflation rate averaged 3.27% over the last ten years (2012-2021). The Asian Development Outlook 2022 estimates that the
inflation rate will average 5.8% in 2022 and 5.0% in 2023. However, according to the National Bank of Lao PDR, inflation has
increased sharply in 2022, reaching 25.6% in July, pushed by rising oil prices and the depreciation of the kip that increase
pressure on prices for imported goods. The national currency has depreciated by about 35% against the US dollar over the year
and up to July 2022.

14. Due to the current conflict in Ukraine, fuel shortages and rising prices for agricultural inputs (fertilisers, animal feeds) are directly
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affecting agricultural profitability and rural and urban livelihoods alike. Country case studies conducted by IFPRI[4] in nearby
Cambodia and Myanmar show that such price increases mostly impact the poor and rural households. This is because they are
affected by both rising prices (for food purchases) and declining incomes (from higher energy and fertiliser prices resulting in
higher production costs, reduced scope for farm investments, job losses, and COVID related crisis). Such trends are estimated
to increase the poverty rate (i.e. +9.7% in Myanmar) and decrease nutrition quality of diets, with decreased consumption of some
food groups. In addition, long-term job losses and business closures caused by the spread of COVID-19 will continue to put
pressure on household incomes. (World Bank, Systematic Country Diagnostic, 2022).

15. Social context. The economic growth model based on natural resources exploitation has not translated into an improvement in
human capital. Public spending in this area (including education, health, and social protection) has declined over the past five
years, indicating a weakening in social service delivery. General government expenditure on social protection as a percentage of
GDP decreased from 0.68% in 2015 (amounting to 2.24% of total government expenditure) to 0.53% in 2019 (amounting to 3% of
total government expenditure).

16. In this context, many rural households still face difficulties in accessing adequate education and health services. In 2020, Lao
PDR was ranked 126 out of 157 countries in the Human Capital Index (HCI), which measures the progress on human capital that
a child born today can expect to attain by age 18 based on health and education conditions. Progress has been made, but the
HCI for Lao PDR in 2020 was 0.46, indicating that a child born today will achieve only 46% of their productive potential (World
Bank, Sept. 2020).

17. Additional information on the social context(social infrastructure coverage, social security schemes, worker migration, and other
social issues) is available in the “Notes to the PDR”.

Poverty (SDG1), food security and nutrition (SDG2)

18. The Government is committed to achieving the SDG targets and its overarching objective to “leave no one behind”. In 2021, the
government published a Voluntary National Review on the Implementation of the 2030 Agenda for Sustainable Development,
which is summarised below.

19. Poverty (SG1). Government policies succeeded in reducing income poverty rates from 24.6% in 2012/13 to 18.3% in 2018/19.
The rate of poverty reduction has been rapid in rural areas, while urban poverty reduction has stagnated. Disparities across
regions and provinces have narrowed. The northern and southern provinces experienced a rapid reduction in poverty, except in
Attapeu province. Poverty reduction has stagnated in central Lao PDR, previously the wealthiest region.

20. The geography of poverty has shifted toward urban areas and the central region, although rural areas are still home to the
overwhelming share of the poor. Poverty in rural areas is 23.8%, which is more than three times higher than in urban areas (7%)
(2018-2019).

21. Five provinces, out of eighteen nationwide, account for more than half of the poor in Lao PDR: Savannakhet (20.6%), Oudomxai
(8.7%), Khammuane (8.3%), Salavan (8.0%) and Luang Prabang (7.7%). The incidence of poverty is typically higher among
agricultural households, Hmong-lumien households and households headed by a person who has not completed lower
secondary education or an unemployed person, and such gaps have widened.

22. Multidimensional poverty declined between 2012/13 and 2018/19, especially in rural areas of the northern and southern regions,
mirroring a decline in monetary poverty. While the multidimensional poverty headcount rate fell slightly from 9.9% to 7.7% in
urban areas, rural poverty fell by 13.6 percentage points to 28.9%.

23. Poverty disproportionally affects younger people: in 2018, 24.3% of persons below 15 years of age and 19.7% of the 15-25 age
group were assessed as poor versus 14.7% for the 25-54 age group. Poverty affected both men and women equally (18.5% men
were poor versus 18.2% of women). (Source: Lao Statistic Bureau: Poverty in Lao PDR, 2020).

24. Progress made on poverty reduction is expected to be partially reversed due to the impact of the COVID-19 pandemic. The
World Bank estimated that poverty is projected to increase to 21.5% in 2020. In the current macro-economic context described
above in section (A.i), living standards are under threat and many households are at risk of falling back into poverty.

25. Food Security and nutrition (SDG2). In the 2021 Global Hunger Index (GHI), Lao PDR ranks 78th out of the 116 countries. With
a score of 19.5, Lao PDR has just reached a level of hunger that is qualified as “moderate”. Significant progress has been
achieved over the last decade across three dimensions of the GHI. In 2021, the proportion of undernourished in the population
was 5.3% (versus 14.5% in 2012), the under-five mortality rate was 4.6% (versus 6.2% in 2012) and prevalence of stunting in
children under five years of age decreased from 44.2% in 2012 to 33.1% in 2021. However, stunting in Lao PDR is still very high
compared with the World Health Organization (WHO) benchmark[5] and much higher than the regional average which is currently
21.8% (Source: Global Hunger Index, 2021).

26. Despite the progress made, the triple burden of malnutrition (wasting, anaemia, obesity) remains a major challenge in Lao PDR.
The prevalence of wasting in children under five (CU5) slightly increased from 6.2% in 2012, to 9% in 2021. Concurrently,
anaemia affects 44.1% of CU5 and 39% of women and girls of reproductive age (WRA) (15-49), making it a severe public health
problem[6]. Overweightness and obesity are increasing, with 15.7% of children and adolescents aged 5-19 classified as
overweight [7].

27. Notwithstanding improvements in monetary indicators of poverty and non-monetary aspects of household welfare, food insecurity
remains a pressing problem among low-income households in rural areas. Around 11% of rural households have poor and
borderline food consumption. Insufficient food supply is still a concern in some key provinces such as Phongsaly, Bokeo,
Houaphanh, Sekong and Attapeu. These were exacerbated during the COVID-19 period and it is predicted that threats to food
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security will remain. (Source: Voluntary National Review of the Implementation of the 2030 Agenda for Sustainable Development,
Gol, 2021).

Smallholder agricultural and rural development context

28. Agriculture in Lao PDR is still predominantly a rice-based, subsistence production system driven by targets aimed at food self-
sufficiency. Rice production combined with other crops, such as maize, cassava, yams, taro, sweet potatoes, chillies and leafy
vegetables comprise the traditional subsistence production system. Agricultural production is meeting or exceeding all the
national per-capita food production targets. Rice production reached more than double the national consumption target for 2020,
vegetable production was nearly four times, and fruit production was over seven times the target.

29. Lao PDR as a country is, therefore, producing sufficient quantity and diversity of foods for adequate nutrition. However, due to
poor connectivity, inefficient logistics and market failures, remote areas in some provinces still face food supply issues (see
above section).

30. In Lao PDR, the majority of farmers are smallholders practicing subsistence, family-focused, agriculture. They have the potential
to develop their farm businesses if they have access to training, technology, commercial markets, and finance,

31. The country’s food balance in terms of calories reflects the subsistence nature of production. According to FAO, 97% of the
calories consumed by the population continue to come from food produced in the country, while 5% comes from food stocks.
Trade plays a minimal role in the food supply; imports account for only 8% of the total food energy (kcal) supply. However, this
situation is changing as imports are increasing, particularly of cheap processed foods rich in fats, sugar, and sodium, which
could have significant adverse consequences on the local diet (Source: Comrie-Thomson, et al., 2020, Qualitative Study of
Feeding Practices in Lao PDR,World Vision).

32. Food supply in terms of daily calories per capita reflects a diversity of available foods in the country for a balanced diet. Cereals,
mainly glutinous rice, are the primary staple of the Laotian diet (60%). Supply of fruits and vegetables account for 13% and beef
and poultry production accounts for 6% of the daily food supply per capita. Wild foods from forests and rivers, such as
mushrooms, bamboo shoots and wild fish, are also an essential part of the local diet, with regional and ethnic group variations.

33. Very few food products are processed using modern food technologies in the country. The vast majority of food processing
industries are small-scale units, employing less than ten people. Primary processed foods include milled rice and dried coffee
beans. In addition, food is generally home-processed for better preservation, as most protein-rich and perishable foods are not
stored in a cold storage system. Examples of the most traded, traditional processed foods are rice noodles, pickled vegetables,
deep fried onions and garlic, dried fish and pork, and local sausages.

34. It should be noted that the main imported food products, in terms of value, are non-alcoholic, sugary beverages (sodas) and
processed food, particularly cereals and sugar-based foods, such as cakes, pastries, crackers, instant noodles, confectionery
and, sweets, resulting in an increasing trend of overweightness and obesity. Imports of such food products have grown
exponentially since the 2000s, confirming the greater dependence of households on purchased, processed foods. Urban
supermarkets and informal/traditional marketplaces and retail shops in rural areas increasingly supply these imported foods,
such as sodas and processed foods (Source: FAO, European Union and CIRAD. 2022).[8]

35. The main climate hazards affecting rural households and smallholder farmers in the project intervention area are assessed as
“High” due to river flooding, landslides, cyclones, extreme heat and wildfires. Water scarcity (agricultural droughts and/or dry
spells) is assessed as Low (Source: Think Hazard report for Lao PDR, 2020). Downscaled climate vulnerability analysis is
available in SECAP, Annex 5 of the PDR.

36. Additional information on theagricultural and rural development context is available in the “Notes to the PDR”.

National strategies, policies and/or programmes relevant for smallholder agriculture, rural poverty reduction and enhanced
food security

37. The overarching framework guiding socio-economic development is the 9" Five-Year National Socio-economic Development
Plan (NSEDP 2021-2025). The project directly contributes to the first four expected outcomes, namely: Outcome 1: Stable,
quality, continuous and sustainable economic growth; Outcome 2: Improved quality of human resources with enhanced research
capacities and abilities to meet development needs and use science and technologies to improve efficiency and add value to
(agricultural) production and services; Outcome 3: Gradually enhanced material and mental well-being for people due to
increased food and income security; and Outcome 4: Environmental Protection and Natural Disaster Risk Reduction.

38. In addition, the Party has recently developed a recovery plan set out in the second National Agenda for 2021-2023 (in Lao: Vala
Hengsaad) with a set of short-term measures aimed at addressing the current economic and financial difficulties in five priority
areas: (i) promoting production for import substitution and export to transition from a consumption to production-oriented society;
(i) strengthen budgetary revenue; (iii) promoting savings and reducing unnecessary expenses by giving priority to the
effectiveness of public investments and expenditures and addressing domestic and foreign debt; (iv) achieve financial stability;
and (v) giving priority to efficient governance and improved policies, laws and other regulatory instruments. The first national
agenda also aims at tackling issues related to illicit drugs and addiction, but these aspects are beyond the scope of the project.

39. Agriculture. The Agriculture Development Strategy to 2025 and Vision To the Year 2030 (MAF, 2015) aims at “Ensuring food
security, producing comparative and competitive potential agricultural commodities, developing clean, safe and sustainable
agriculture, shifting gradually to modernising towards a resilient and productive agriculture economy, and having rural
development contribute to the national economic basis”. This sector strategy forms the key policy-guiding interventions under
components 1.b and 2 of the project.
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40. Nutrition. The recently published National Nutrition Strategy to 2030 and National Plan of Action for Nutrition 2021-2025 (NPAN
2021) has identified a set of priority measures that are the guiding elements for the nutrition interventions at village level under
component 1a and the multisectoral planning at district and provincial levels supported under component 3. The overall goal of
the strategy is to reduce malnutrition among women and children and improve the nutritional status of all Lao people for a healthy
and high quality of life. This will contribute to the achievement of national socio-economic development targets by 2025. The
NPAN sets out 22 Interventions: 7 are in health, 4 in education, 4 in agriculture, and 8 are multisectoral (1 overlap with health
and education and is counted only once).

41. Food Systems Summit. Based on the action tracks proposed by the Secretary-General, the technical groups of the Member
State Dialogues in Lao PDR identified four key thematic areas: (i) Ensuring safe and nutritious food for all; (ii) Boosting nature-
positive food production at sufficient scales; (iii) Advancing equitable livelihoods and value distribution; and (iv) Building resilience
to vulnerabilities, shocks and stress[9]. Both IFAD and WFP have agreed to support the GoL in formulating a National Action Plan
by the end of 2022.

42. Gender Equality. The Law on Gender Equality (2019) promotes gender mainstreaming across all sectors and includes gender
responsive provisions for overcoming cultural beliefs that inhibit women’s advancement. However, it does not provide for
substantive equality, nor define and prohibit both direct and indirect discrimination according to international standards set out in
the Convention on the Elimination of All Forms of Discrimination Against Women (CEDAW) (ADB, Women'’s Resilience in the
Lao People’s Democratic Republic, June 2022).

43. The Government has recently updated its policy framework for women including the Fourth National Plan of Action on Gender
Equality (NPAGE 2021-2025) and the Second National Plan of Action on Preventing and Elimination of Violence Against Women
and Violence against Children (NPAVAWVAC 2021-2025) under the leadership of the National Commission for the Advancement
of Women, Mothers, and Children (NCAWMC). In particular, the NPAGE prioritizes women’s general and reproductive health,
political participation, economic empowerment, education, employment, and social protection, which are all directly relevant to
AFN Il target groups.

44. Ethnic Groups/IP. In March 2020, the government issued Decree No. 207 on ethnic group affairs that promotes participation of
all ethnic groups in socio-economic development. This calls for all ethnic groups to be provided with equal opportunities for
development, ensuring unity and equality. The decree identifies twelve policy areas related to ethnic affairs.

45. Under the decree, all ethnic groups are to be permitted to practise their special customs and traditions in accordance with the
country’s constitution and laws. The decree also bans all forms of discrimination against ethnic groups. Although the
implementation mechanisms remain unclear, this decree represents important legislation relevant to the ethnic groups involved in
AFN Il implementation.

46. The National Strategy on Climate Change of the Lao PDR, Vision to the year 2050, Strategy and Programs of Actions to the year
2030, the National Strategy on Disaster Risk Reduction 2021-2030 and the National Green Growth Strategy of the Lao PDR till
2030 are also relevant to the AFN Il target groups, They are facing the threats and challenges posed by climate change and the
increased frequency of extreme climate events and other disaster risks. The National Strategy on Climate Change includes Lao
PDR'’s updated and enhanced Nationally Determined Contribution (NDC) submitted to the UNFCCC in March 2021

Key actors and institutional arrangements e.g., multi-sectoral platforms.

47. The Ministry of Agriculture and Forestry (MAF) is the key institution responsible for the regulation and promotion of agricultural
production. MAF is the key implementing agency of AFN for both phase 1 and phase 2, through its Department of Planning and
Cooperation (DoPC). In addition, NAFRI and its various research centers have also been key implementing partners in IFAD
funded projects, including FNML and AFN phase 1. Past partnerships between the National Agriculture and Forestry Research
Institute (NAFRI) and the Center for Development and Environment (CDE) on agrobiodiversity and sustainable land management
will also be further supported under AFN II. At subnational level, PAFO and DAFO (provincial and district agriculture and forestry
offices) are the main public stakeholders in charge of delivering services to farmers.

48. Other ministries that have a stake in AFN Il design and implementation are the Ministry of Finance (MoF), the Ministry of Planning
and Investment (MPI), the Ministry of Industry and Commerce (MolC, for Value Chain related activities), and Ministry of Natural
Resources and Environment (MoNRE).

49. Under the decentralisation policy (“Sam Sang” or ‘Three Builds’), the districts, as holistic development units, have a critical role in
delivering services to villages and community-based organizations. Districts and provincial authorities and line agencies are
represented in the steering committees guiding the implementation of IFAD funded projects.

50. Civil society organizations (CSOs) have traditionally been key implementing partners in the IFAD programme in Lao PDR.
There are a few CSOs/NGOs, such as the Lao Farmer Network (LFN) among others, that are experienced, qualified, and well
positioned. They can provide smallholders and POs with support in organizational and governance aspects of Producer
Organizations management, technical services for production and post-harvest, and market access facilitation. Eligible CSOs will
be supported in contributing to project outcomes through a Challenge Fund facility under component 3 of the project.

51. Micro, Small and Medium Enterprises (MSMEs) involved in agricultural value chains (as both suppliers of inputs and
equipment and buyers of agricultural products) are also important stakeholders. However, the agricultural value chain sector is
still characterized by the “missing middle” and dominated by informal actors and unregulated trade practices.

52. Community-based organizations (CBOs) are also key institutions, albeit informal ones with low management capacity in most

cases. Organizations such as Agriculture Production Groups (APG) and Water User Groups supported by AFN in the Northern
provinces and by FNML in the three Southern provinces need support in structuring organizational set-up and registering in
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formal outfits per the MAF strategy for registering. The current legal framework for registering producer organizations includes
Decree 606 on producer groups from 2020 and decree 1150 on Water Users Associations (WUAs), which has not been updated
since 2000.

53. Very few organizations have been formally registered under both decrees so far. The main constraints to the development of the
CBO sector are the weak management capacity of CBOs, governance aspects, and access to tailored services and financial
resources. The few existing registered Agriculture Cooperatives (AC) and WUAs have received intensive organizational and
technical support and funding from donors and/or private investors, indicating limited financial and institutional support from the
Government.

Multi-sectoral platforms

54. Under the National Nutrition Strategy to 2030, the convergence approach involves three sector line agencies (namely Agriculture
and Forestry, Education and Sport and Health), the Lao Women’s Union (LWU) and related agencies. These public institutions
are formed into nutrition committees at central, provincial, district and village levels. The District Nutrition Committees (DNC) are
the key multisectoral platform for coordinated delivery of nutrition-related services to target villages. The DNCs in the twelve
priority convergence districts have been supported in their mandate during the first phase of AFN.

55. Multisectoral planning processes aim at ensuring effectiveness and synergies between the multiple on-going donor-funded
development initiatives and Government programmes. Under AFN II, support to multisectoral planning will be intensified and
scaled up in the new target provinces and districts.

56. In the Paris Declaration framework (2005), and the subsequent Vientiane Declaration (2006), the efforts of the Government of
Lao PDR to improve aid effectiveness have been supported by various Development Partners. National Round Table Process
(RTP) meetings, coordinated by the Ministry of Planning and Investment, are held to bring governments and national
development agencies, United Nations bodies, civil society organizations and the private sector together. The aim is to ensure
funds, time, knowledge, and maximum development impact across the country. National Round Table Process Meetings are held
every five years, in line with national socio-economic development plan cycle. Mid-term review and the Round Table
Implementation Meeting (RTIM) are held on a yearly basis to review progress and plan programme implementation for
consecutive years.

57. The Round Table Process (RTP) includes 10 Sector Working Groupsto coordinate actions among various stakeholders by
theme. MAF is the Chair of the Sector Working Group on Agriculture and Rural Development with the French Embassy and FAO
as Co-Chairs and relevant Government Ministries and Development Partners as members. Under the SWG ARD, there are Four
Sub-sector Working Groups (SSWGs): Agri-business, Forestry, Irrigation, Agro-Biodiversity and Rural Development. Similarly, the
SSWGs Chair and Co-Chairs meet two or three times a year as needed to discuss and update achievements and development
issues in the Sector.

b. Special aspects relating to IFAD's corporate mainstreaming priorities

58. Gender. The 2019 female Human Development Index (HDI) value for Lao PDR is 0.58 compared to 0.636 for males, resulting in
a Gender Development Index (GDI) value of 0.927. This puts Lao PDR in Group 3 (i.e., medium equality in HDI achievements
between women and men). The Lao PDR Gender Inequality Index (GlI) value is of 0.459, ranking it 113 out of 162 countries in
the 2019 index. (Source: UNDP, 2020).

59. In Lao PDR, women hold 27.5% of parliamentary seats (WB, 2021]10] and 35.1% of adult women have reached at least a
secondary level of education compared to 46.2% of their male counterparts. For every 100,000 live births, 185 women die from
pregnancy related causes; and the adolescent birth rate is 65.4 births per 1,000 women of ages 15-19 years. Female
participation in the labour market is 76.7% compared to 80.2% for men (UNDP, 2020). In 2021 and 2022, the World Economic
Forum ranked Lao PDR first worldwide in terms of women’s Economic Participation and Opportunity, but women still face

constraints in Educational Attainment (ranked 109th), Health and Survival (55“‘) and Political Empowerment (1 16”‘) (WEF, 2022).

60. Although the Government policies mentioned in the section above have narrowed the gender-equality gap between Lao women
and men, girls and boys, the influence of gender norms and traditional roles is still one of the major obstacles to achieving
absolute gender equality. This is highly visible in decision-making throughout all sectors and at the community level, where non-
Lao-Tai women struggle to participate on equal terms and in equal numbers.

61. While many traditional norms within Lao-Tai cultures are favourable to gender equality (women are often financial decision-
makers, inherit land and property more often, and have equal access to education), the other three ethnolinguistic groups[11]
have stronger patriarchal traditions and norms, limiting women’s access to decision-making, property, and education. Violence
against women and early marriage[12] as part of traditional practices, including “bride kidnappings” and child marriages,
challenge women from all ethnic backgrounds in Lao PDR.

62. In remote rural areas, women are disadvantaged and face discrimination in terms of economic empowerment, workload and
division of labour, access and control over assets and having a voice and role in decision making. AFN Il is designed as a gender
transformative project and therefore intends to make it a priority to address these constraints faced by rural women (see details in
AFN 1l Social Inclusion Action Plan (SIAP) in Annex 5 — SECAP, appendix 2).

63. Youth. The Lao population age 15-35 is estimated a comprising 50.8% of the total population (25.5% male and 23.5% female).
The agricultural census in 2019/2020 indicated that young people age 15-35 represent 36% of the agricultural population.

64. The 2015 Population and Housing Census findings reveal that almost 60% of the Lao population is below the age of 25 PHC
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2015) and 70% live in rural areas. In terms of access to education, the census showed that “at least at primary and secondary
levels, females were almost on par with males with respect to school attendance (81% of males against 79% of females) aged 6-
16 years”. There was also a slightly higher proportion of female dropouts than males (11% and 10%, respectively). Males aged
17-25 years were more likely than females to still be attending school. In this age group, the proportion of females who have
never attended school (10%) was nearly twice that of males (6%)” (Lao Statistics Bureau, 2015).

Although not designed as a youth sensitive project, AFN Il will reach out to rural youth (at least 25% of total outreach) to ensure
they have equal opportunity to participate in and benefit from AFN II's profitable economic activities and become economically
empowered. AFN Il will also aim at increasing youth voices and influence in rural institutions and organizations through capacity
building activities (see details in AFN Il Social Inclusion Action Plan in Annex 5).

Indigenous groups. The Government recognizes 49 ethnic groups and 160 subgroups, which are classified into four different
language families: (i) The Lao-Tai; (ii) The Hmong-Mien; (iii) The Mon-Khmer; and (iv) the Sino-Tibetan. The Lao-Tai group
represents 67% of Lao PDR’s population, along with three major non-Lao-Tai ethnolinguistic groups, namely the Mon-Khmer
(21%), the Hmong-Lu Mien (8%) and the Sino-Tibetan (3%).

The Lao Government has adopted measured intended to improve the living conditions of ethnic groups. In particular, the
government has implemented a village reorganization policy by grouping hamlets into bigger villages. This programme has led to
the relocation of ethnic group villages from their original territories to the lowlands, or close to main access roads, where they can
have better access to education, healthcare, and other services. Forced resettiements have also been carried out to allow for
governmental land concessions to private investors in various sectors (mining, hydropower, industrial plantation) (IWGIA, 2021).

The consequences of this relocation on ethnic groups has been remarkable, as communities were obliged to give up their
traditional livelihoods, lifestyles and rituals, as well as their sacred relationship with the forest (ASEAN, 2015). Moreover, not all
resettled communities have seen improvements in their economic situation. According to Philip Alston, UN Special Rapporteur
on extreme poverty and human rights, “those living in poverty, ethnic minorities, and people in rural areas have seen very few of
the benefits of the economic boom that the Lao Government has been committed to” (ASEAN Today, 2019).

People belonging to ethnic groups in the project area are usually the poorest and most affected by food insecurity and nutrition
issues due to various factors related to access to education, healthcare, poverty gaps and dietary social norms. For instance,
about 20% of Hmong-Mien households have less than acceptable dietary diversity compared to less than 10% of other ethnic
groups. Poverty rates are 10.6% for Lao-Tai ethnic groups compared to 18.1% for the Sino-Tibetans and 32.7% for the Mon-
Khmer.

In this context, the AFN Il design has identified Ethnic Groups (Indigenous People) as a mainstreaming priority, with at least 70%
of outreach targeted to be people belonging to them. See details and targeted activities in AFN Il Social Inclusion Action Plan in
Annex 5.

Persons with Disabilities[13]. According to the Population and Housing Censug/14] of 2015, Persons with disabilities in Lao
PDR constitute 2.8% of the total population. By comparison, the population-weighted prevalence of Persons with disabilities in
the Asia-Pacific region is around 4.6%, much lower than the global prevalence of 15.3% as estimated by WHO (UNDP Lao PDR,
May 2021). However, the prevalence of disability is possibly higher if the definition indicated by the UN Convention on the Rights
of Persons with disabilities[15] is used.

Lao PDR, in fact, ratified the Convention on the Rights of Persons with disabilities in 2009. In 2014, it issued Decree 137 on the
Rights of Persons with disabilities, complemented by the Decree appointing the National Commission for Disabled persons.
Through the National Committee for Disabled People and Elderly, the Ministry of Labour and Social Welfare (MoLSW) has
developed a draft National Action Plan on Persons with Disabilities (NAPPWD) for 2017-25.

Despite the existence of these regulations, Persons with disabilities (PWDs) in Lao PDR continue to face discrimination and
barriers. They are often believed to bring misfortune according to cultural beliefs (UNDP Lao PDR, May 2021).

The number of PWDs continues to increase significantly in Lao PDR due to the rise of non-communicable diseases, aging and
traumatic injury due to road traffic accidents and unexploded ordnance (UXO) accidents. The Lao national UXO programme
(UXO Lao) estimated that around 12,000 UXO-related accidents occurred post-conflict since 1973, including 904 accidents
between 1996 and 2017, resulting in 1,154 injuries and 515 deaths. On average of 48% of all reported UXO accidents victims
are children or youth in rural areas.

The AFN Il project does not intend to directly target PWDs and the design is not expected to include specific strategies, actions
and resources supporting them. However, the project will identify and monitor the number of PWDs within the project beneficiary
groups, ensure they are included in the project consultation processes, and provided with equal voice and opportunities to
participate.

In addition, the project will sensitize project local communities and authorities on issues affecting PWDs, fighting against any form
of discrimination, for example, through gender transformative approaches such as Gender Action Learning System (GALS),
Farmer Nutrition Schools (FNS) and other Social and Behavioural Change Communication (SBCC) activities (See details and
targeted activities in AFN 1l Social Inclusion Action Plan in Annex 5).

Food Security and Nutrition. According to the WHO benchmark, more than 80% of the Lao population is unable to afford a
healthy diet, compared to an average of 41.5% in the Asia-Pacific region. One-third of children under 5 (CU5) remain stunted,
which is high. In some provinces, stunting impacts over 54% of CU5. Anaemia affects 44.1% of CU5 and 39% of women of
reproductive age (WRA) (15-49 years).

9/43 Draft Copy


https://lao.unfpa.org/sites/default/files/pub-pdf/PHC-ENG-FNAL-WEB_0.pdf
https://www.iwgia.org/en/laos/4229-iw-2021-laos.html
https://www.eria.org/3.8.ASEAN_50_Vol_3_Country_Reports_Lao_PDR.pdf
https://asean.org/34th-asean-summit-in-bangkok-highlights-june-2019-asean-today/
https://www.la.undp.org/content/lao_pdr/en/home/blog/2021/including-persons-with-disabilities-in-the-national-socio-econom.html
https://www.la.undp.org/content/lao_pdr/en/home/blog/2021/including-persons-with-disabilities-in-the-national-socio-econom.html

78. The triple burden of malnutrition remains a key challenge with high stunting, wasting, and anaemia rates coexisting alongside
increasing overweightness and obesity. While stunting rates have declined from 44% in 2011 to 33% in 2017, one-third of CU5
remain chronically malnourished, with large regional disparities, while the prevalence of wasting stands at 9% [16]. Current
estimates indicate that stunting in the first 1,000 days of a child’s life costs the Government 2.4% of GDP per year[17].

79. The basic causes of malnutrition in Lao PDR include low education levels and poverty. Most of the population live in remote
areas that are less integrated into the national infrastructure for health, nutrition and other essential services and disaster-prone
environments. Severe reductions in food intake due to harvest losses and inability to purchase nutritious food are also a factor.
Lack of adequate post-harvest and processing equipment together with financial cash flow issues also contribute to specific
seasonal shortages during the lean season. Poorer households may face difficulties in purchasing additional food to compensate
due to limited cash incomes and higher food prices in remote areas.

80. In addition, Lao PDR’s ethnic diversity and differing cultural beliefs on appropriate dietary and care practices, particularly for
pregnant and lactating women and girls, create challenges in addressing malnutrition, while accounting for context specific
opportunities. For instance, many ethnic groups rely on traditional wild food collected in forest fallows and communal areas, but
such food sources can be overlooked in approaches aiming to address nutrition issues. In the target districts, ethnic groups still
source a large part (25-40%) of their daily diets from the wild, including forests, rivers and ponds (Krahn J., 2005; MoH & WFP,
2017). Such products played a key role in mitigating impacts during the on-going COVID-19 crisis on food security and nutrition
(WEP, 2020).

81. Children in Lao PDR are often not fed adequate nutritious foods or frequently enough and thus, dietary diversity is extremely low.
Furthermore, dietary diversity at the household level, or even among mothers, does not correlate with dietary diversity among
children[18]. These dietary behaviours are attributed to a heavy reliance on staples (rice) and are linked to economic constraints,
lack of time or knowledge of mothers and caregivers, food restrictions and beliefs, inadequate Water, Sanitation, and Hygiene
(WASH) practices, and lack of access to hygienic sanitation facilities and handwashing practices. In addition, ultra-processed,
nutrient-poor, snack foods are increasingly imported and are marketed towards children[19], further challenging child health and
nutrition.

82. To address these pressing issues, AFN Il is designed as a nutrition-sensitive project.

83. The climate in Lao PDR is influenced by two major weather systems: South Asian summer monsoon circulation and the Westerly
Jet circulation. Under these two weather systems, the climate of Lao PDR has two distinct seasons: a monsoon-driven rainy
season from May to October accounting for up to 90% of annual precipitation, and a dry season from November to April, with
cooler temperatures, particularly between November and January. Based on the updated world Koppen-Geiger climate
classification, the target provinces feature three main climates: Tropical monsoon climate (Am), Tropical savannah climate (Aw),
and Humid subtropical climate (Cwa).

84. Mean annual temperature is 27°C and mean precipitation is 1866mm. Analysis of historical trends show that annual mean
temperature in Lao PDR has risen by as much as 0.05 °C/year, especially in the south. Over the 20th century, Lao PDR's
precipitation regime trended towards more intense precipitation periods, with the frequency of months experiencing more than
600mm rainfall increasing. The frequency of droughts and floods over the last three decades has increased.

85. Climate futures: Considerable uncertainty surrounds projections of local, long-term, future, precipitation trends. Most of the
climate models predict an increase in annual precipitation rates, with larger changes under higher emission pathways. Climate
projections indicate that the monthly temperature for 2040-2059 under the RCP 8.5 Scenario is 1 degree higher compared to the
baseline mean temperature. That increase in temperature may be more visible in Phongsaly and Oudomxai than in the three
AFN Il southern target provinces.

86. From 1970 to 2010, 33 natural hazard events (mostly floods and droughts) were registered, affecting almost 9 million people, and
causing economic damages of over US$400 million. Phongsaly, Houaphan, and Louang Namtha are considered hotspots for the
impacts of multiple weather-related hazards, including floods, droughts, landslides, and others.

87. Climate vulnerabilities. Lao PDR has high climate vulnerability and/or exposure to climate shocks[20]. The Lao PDR is one of the
most vulnerable countries in the Southeast Asia region with respect to climate change (CC). This is mainly due to its high
dependence on climate-sensitive natural resources and its low adaptive capacity.

88. The key CC vulnerabilities in the Lao PDR are caused by flooding and droughts, with the agricultural sector (and those who
depend on it) being most vulnerable. Climatic variability, in particular what appears to be an increase in the frequency and
severity of droughts in some parts of the country, is already limiting the availability of water for household production in dry
seasons, despite abundant surface and groundwater resources.

89. Climate change is already negatively impacting smallholder agricultural production, productivity and food security, necessitating
urgent and effective measures for building and/or strengthening adaptive capacities, methods and technologies. Poor, often
ethnic groups are the most vulnerable to CC impacts, lacking the resources, services and systems that may enable them to cope
with and adapt to it. While AFN Il is not designed as a climate-focused project, it includes several elements to strengthen
environmental sustainability and climate resilience in the target communities and their economic activities. Ongoing efforts to
mobilize climate finance for AFN Il have yet to bear fruit, but will continue to be pursued.

Table 1: Mainstreaming theme eligibility criteria
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c. Rationale for IFAD involvement

Development problem

90.

91.

92.

93.

94.

The Development problem is that smallholder farmers and rural households living in remote uplands of Lao PDR, including
women, youth, ethnic groups and People with disabilities, have not benefitted from strong economic growth and are
disproportionally affected by food insecurity, malnutrition, and poverty. The multiple root causes of the problem have been further
exacerbated since 2020, due to the combined effects of the COVID-19 pandemic, the conflict in Ukraine and the current
economic crisis.

The underlying (indirect) causes of malnutrition, as identified in the UNICEF framework, include: lack of availability and access to
food; severe seasonal household food insecurity; poor infant and young child feeding (I'YCF) and childcare practices; lack of
access to quality health care and nutrition services; poor water, sanitation and hygiene; and unhealthy household environments.
Specifically, in Lao PDR suboptimal breastfeeding and complementary feeding practices are important causes of malnutrition.
Children are not fed adequate nutritious foods nor fed frequently enough. This is likely driven by economic constraints as well as
a lack of time and/or knowledge by mothers and caregivers. Poor nutrition among women is related to affordability of nutritious
foods, which was further exacerbated during COVID-19, and the current global economic crisis. It also results from adolescent
pregnancies, gender inequalities and local dietary practices or a vicious cycle contributing to malnutrition and poverty.

Agriculture-based livelihoods in the uplands do not generate regular, reliable income due to low productivity of land and family
labour, as well as the lack of off-farm employment opportunities. The transition from slash-and-burn subsistence agriculture to
short-rotational systems for commercial production has not translated into productivity and income gains to the expected level,
further aggravating food insecurity. Farmers lack technical knowledge on recently introduced cash crops and advisory services
are irregular and inadequate. In the absence of financial services and markets in remote areas, farmers are unable to mobilise
(and properly use) inputs and equipment. Infrastructure for irrigation, storage, and access tracks are underdeveloped or poorly
maintained in the unfavourable upland terrain. In addition, weather events linked to climate change (droughts, storms, etc.), as
well as pests and disease outbreaks in recent years, have amplified farm-level risks.

For value chain actors (enterprises, small traders), aggregating agricultural products from many, geographically dispersed, small-
scale producers is a risky and inefficient endeavour. On the other hand, poorly organized producers are generally disadvantaged
in business relationships with private enterprises. In case of a contract breach or disagreements on prices and quality standards,
both producers and buyers have little recourse to fair mediation due to the low capacity of line agencies and poor intersectoral
coordination at the district level.

In this context, farm households in remote upland areas are at risk of being left behind and continue to face poverty and
malnutrition. Women members of ethnic groups face additional constraints due to gender norms, disproportionate workload in
agricultural work, and lack of voice in decision-making. They generally have no control over productive assets (machinery,
equipment, and agricultural land).

Rationale for IFAD involvement

95.

96.

Since the beginning of its operations in Lao PDR in 1980, IFAD has invested US$122.4 million to finance 14 projects and
programmes related to agricultural development, benefiting more than half a million rural households. This long-lasting and
fruitful partnership between IFAD and the Government of Lao PDR is underpinned by a consistent strategy aimed at ensuring
poor rural people have increased opportunities for sustainable food and nutrition security and livelihoods. Together with
government agencies and development partners, IFAD has identified areas where it has a comparative advantage and
complements other donors’ activities.

Although maintaining a light structure in-country, IFAD[22] has managed to channel financing and support to the most remote
communities through its engagement with several ministries, including the MoF as the institutional executing partner and MAF as
the lead Implementing Agency for projects. The leveraging of complementary financing has materialised in the PICSA project co-
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97.

98.

99.

funded with ADB, GiZ/GCF. the EU and GAFSP funds for AFN | and AFN I, maximizing synergies and results more efficiently.

The rationale for IFAD's involvement is: AFN | received the highest ranking worldwide from the independent GAFSP portfolio
review in 2021. Carbon balance (Green House Gas Emissions) of AFN | was ranked third best out of all GAFSP funded projects
worldwide. Building on the strong MAF/IFAD/WFP partnership, and the lessons learned from the first phase of AFN, the GoL
responded to the GAFSP 2021 Call for Proposals through its public sector window. Consequently, the funding concept note for
the second phase of AFN (AFN II) was jointly formulated by the Government, IFAD and WFP in close collaboration with state and
non-state actors, including NGOs and CSOs, as well as multilateral and bilateral development partners. It was ranked second
best worldwide out of a total of 40 countries that submitted fully fledged concepts.

The IFAD value proposition and specific comparative advantage is: While WFP offers a distinctive comparative advantage in
promoting a broader integrated nutrition-health approach, IFAD has a clear value proposition in smallholder agricultural
technology, linking nutrition to agriculture, building resilience to climate change, developing value chains and linking farmers to
markets.

Specific comparative advantages for IFAD include: (i) a strong focus on a gender transformative approach with dedicated tools
such as GALS; (ii) successful IFAD experiences in Lao PDR and nearby countries, such as Vietnam and Cambodia, in
strengthening rural institutions at the community level; (iii) strengthening pluralistic advisory services that also engage lead
farmers, agripreneurs and cooperatives; (iv) strengthening private sector engagement, building on IFAD’s expanding portfolio of
private sector investments , value chain projects (including in neighbouring Vietnam and Cambodia), and rural finance strategy
and value chain training and guidelines.

100.With WFP, IFAD has had a clear comparative advantage in tackling multi-facetted issues relating to smallholder productivity,

malnutrition, gender equality, and meaningful participation in local agriculture markets through its long engagement in the
country. AFN Il will scale-up in three AFN | target provinces (Oudomxai, Phongsaly and Xiengkhouang) and in three other
provinces in the South (Salavan, Sekong, Attapeu). These were target provinces in the IFAD-funded FNML which had significant
positive impacts on income, poverty and nutrition[23].

101.AFN | also demonstrated that promoting small and medium-scale agricultural development, including integrated home gardens

and concurrently with intensive nutrition and hygiene related activities, has led to positive changes in nutritional outcomes,
particularly in terms of stunting prevalence and increasing incomes across target groups.

102. The rationale for WFP involvement is: WFP is the world’s largest humanitarian organization with operations in over 120

countries. WFP has been working in Lao PDR since 1976 and shifted from relief assistance to a development portfolio in 2012.
Its value proposition in Lao PDR is to expand and strengthen the Government’s school meals programme, support malnutrition
prevention, working to enhance community resilience, ensure food security and deliver emergency responses in the wake of
natural disasters. Leveraging its programmes, evidence, knowledge, technical expertise and partnerships lessons from AFN I,
WEFP will supervise and implement nutrition and gender interventions, in close cooperation with the MAF and convergence
agencies (education, health and LWU). Specific interventions include farmer nutrition schools, women’s empowerment,
integrated home gardens, domestic food processing, promoting local food sources (wild foods), community nutrition, and gender
and SBCC activities. With WFP’s on-going support to the SUN Business Network (SBN), AFN Il will intensify aid to existing SBN
members and crowd-in the private sector through registration of new members. These SBN members will be linked with the
supported APGs after due diligence to the network’s requirements and standards, support for business planning, and access to
finance and markets. WFP will also be responsible for supporting multi-sector coordination for nutrition at the national and
subnational levels. WFP will leverage its existing staff to support implementation. In addition, it will provide an international CTA
to the project, a KM advisor, and provincial and district-based staff.

103. The project will also benefit from synergies and complementarities foreseen with IFAD’s and WFP’s ongoing operations inside

and outside the country. Through the Sector Working Group on Agriculture and Rural Development and the MAF, the project will
coordinate its activities with other development partners and projects in the sector to avoid duplication and overlap. At provincial
and district levels, the nutrition committees will ensure effectiveness and operational synergies between on-going development
initiatives, including Government programmes. Complementarities with other interventions will also include the WFP country
programme in Lao PDR and the “Challenge Funds” supporting on-going NGO/CSO interventions rather than duplicating them.
The project will collaborate with on-going, WFP, school-feeding activities and ensure synergies with nutrition-sensitive
interventions such as home-grown school feeding.

B. Lessons learned

104.The lessons learned below are a compilation of stock taking based on previous and on-going IFAD-funded projects including:

phase 1 of AFN to be completed in December 2022, the FNML project, for which the completion report was published in June
2021, and the on-going PICSA project. Best practices of development partners and local institutions are also considered,
particularly the previous partnerships with NAFRI and CDE. The lessons learned from the last results review for the current
COSOP 2020-2024, conducted in December 2021, are also considered. Below is a summary of lessons learned:

105.COVID-19 impacts on FNS: Overall lessons on the COVID-19 pandemic impacts on FNS in Asia Pacific Regior]24] also reflect

the situation in Lao PDR. They include reduced demand for nutritious diets due to the decreasing amount of money households
had available to spend on food, increased unemployment, decreased incomes, especially from informal jobs and remittances, and
increased food prices. Reduced access to nutritious diets means a deteriorating nutrition situation, since nutritious foods are

often the first to be dropped from household menus in difficult financial situations (WEP, July 2022). Among other interventions,
AFN Il has introduced the concept of “rice-banks”, developed successfully in Lao PDR by WFP, by improving access to staples.
These benefit very poor and food insecure households by bridging lean months and avoiding indebtedness.
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106.Delays in implementation: All previous projects under the IFAD portfolio in Lao PDR have experienced implementation delays
due to set backs in mobilising technical assistance and establishing project procedures (including accounting software, a project
implementation manual, etc.). For instance, AFN | faced initial difficulties in district multi-sector planning and technical
collaboration. To avoid delays during the start-up phase of the project, the existing AFN | structure, processes, and upgraded
tools will be maintained and updated to ensure a swift transition to AFN Il (e.g. practical planning tools used by village nutrition
committees for village level integrated plans). Capacity strengthening will be carried out among key project staff (in FM,
procurement, M&E, etc.,) and AFN | technical guides and manuals will be updated. Risks of delays at start-up are overall
mitigated by maintaining the management systems already in place.

107.Decentralised approach crucial for community empowerment and sustainability: AFN | has demonstrated the validity of the
decentralised implementation model where much of the planning and implementation of project activities takes place at district
and community levels. Such an approach has been applied in AFN | and FNML and proved instrumental in empowering rural
communities and their organizations. District level capacities will be further strengthened in their technical and project
management aspects (including financial management, procurement, and M&E) to ensure adequate support is provided to
CBOs, such as farmer groups and village nutrition committees. AFN Il will support graduation of existing CBOs to build their
capacities and enhance sustainability of investments and scaling-up impacts.

108.Community based participatory planning and coordination is a key entry point for prioritizing locally relevant options out of a pool
of projects investment options. In addition, it can facilitate synergies between nutrition and agriculture and across activities. For
instance, in AFN [, the link between nutrition and agriculture is becoming more evident with cross-learning between
demonstrations, APG and integrated home gardens. The district nutrition planning process also encourages harmonization of
approaches and synergies between nutrition-related projects currently being implemented in the 12 convergence districts. Such
participatory processes can be complex in the beginning, but AFN Il will be able to leverage guidelines and participatory tools
developed and tested in AFN, which have accelerated and simplified implementation. Similarly, AFN Il investments will be
informed by Village Development Plans, village nutrition planning and grant proposals with a stronger focus on profitability,
economic viability, market linkages, sustainability, and mitigating social, environmental, and climate risks.

109. Sustainability of infrastructure investments: According to the FNML completion report, the sustainability of infrastructure
investments requires the following: (i) good capacity building and decentralization of the tasks to district agencies; (ii) close
coordination between district agencies and WUGSs during the survey and design stages of the schemes; (iii) good village
management structure and regulation along with capacity building, hands-on support and regular supervision from district
agencies; and (iv) sufficient funds for O&M generated from the water users and budget commitments from the districts in case of
major repairs and maintenance. In addition, AFN Il will consider maintenance cost in selecting infrastructure to ensure it can be
maintained locally.

110.Farmer Nutrition Schools (FNS): The FNS approach under AFN | was found to be very effective at both empowering women and
improving diets and nutritional status[25]. The FNS survey found that 90% of women that participated in FNS sessions, and
received the home garden cash grants, perceived that their nutrition status improved and 95% reported that their child’s nutrition
status improved. In addition, 96% stated that their nutritional knowledge improved, while 85% stated that their farming knowledge
improved. Furthermore, 85% of pregnant women reported that they worked less during pregnancy.

111.Climate resilient agriculture: FNML, in cooperation with NAFRI and CDE, have developed a participatory approach to promote
climate resilience and biodiverse agricultural production practices responding to local needs. Several models have proven to be
adequate in the target areas for example: (i) mixed yang bong trees (Persea kurzii) and broom grass planting in slope areas; (ii)
rice-cum-fish culture in paddy fields; (iii) integrated fish and livestock practices; (iv) integrated farming systems; (v) Good
Agricultural Practices (GAP) for vegetables and fish culture in plastic-lined ponds; (vi) integrated goat raising in yang bong based
agroforestry systems; (vii) vegetable production on sloping land with sustainable land management (SLM) practices; (viii)
vegetable production with greenhouses or nethouses; (ix) crop association with coffee and ginseng and soil bunds against
erosion (SLM); (x) an enhanced coffee production model; and (xi) irrigating vegetable gardens using solar pumps.

112.Market linkage mechanism: To address difficulties faced in implementing the business partnerships approach along value chains,
the FNML completion report highlighted that, apart from ensuring good technical assistance and facilitation support, the project
should provide matching grant opportunities to both the lead firms and APGs from start-up. For this, the District Industry and
Commerce Office (DICO) and the Chamber of Trade and Commerce (CTC) should engage and play lead roles in promoting
inclusive business partnership right at the beginning and continue supporting the chain actors after the project phases out. To
ensure produce aggregation and effective synergies with potential buyers, the Multistakeholder platforms (MSP) should facilitate
investment decisions in a coordinated manner through early interactions with producers and buyers. Finally, engagement with the
SUN-business network shall also help leverage private actors interested in nutrition, global and national knowledge, and
guidance on developing nutrition-sensitive public-private partnerships[26].

113. Sustainable last mile service delivery channels: In the absence of credible rural service providers in remote areas, the role of
community-based service providers has proven critical. Village Cluster Staff, Lead Farmers, Village Agriculture Technicians and
Village Veterinary Workers play a vital role in delivering last mile service to individual farmers and informal farmers organizations.
A cascading system of Training of Trainers (ToT) and coordination/backstopping meetings from central level agencies (NAFRI) to
DAFO, village technicians and APGs would be more efficient than direct support of central level agencies to village level.
Production of quality inputs by lead farmers to supply APG members can also prove to be a profitable business model where
local input supply is bundled with last-mile advisory services and market linkages. AFN Il aims at supporting the graduation of
these community-based service providers into rural entrepreneurs, by combining service delivery with cash generating activities
(such as input production), which builds on the successful model initiated in Cambodia (ref. “Poultry model documented by
IFAD[27]).

114.A detailed analysis of the Lessons learned is available in the Notes to the PDR.
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2. Project Description

C. Project objectives, geographic area of intervention and target groups

Goal and Objectives

115.The Project Goal is to enable 28,000 vulnerable households living in the project area to improve their income by 20% by
2030[28].

116.The Project Development Objective is to enable 28,000 vulnerable[29] households living in the project area to improve their
food and nutrition security, enhance their climate resilience, and increase smallholder income by 2030.

117.The project goal and PDO directly contribute to the revised COSOP 2019-2024 strategic objectives: SO1 - Smallholders have
enhanced resilience to natural shocks and improved food security and nutrition and SO2 - Increase poor rural people’s benefits
from market participation. In turn, the COSOP objectives are closely aligned with IFAD’s global Strategic Framework.

118.The project impacts will be assessed across five indicators, namely: (i)Food insecurity decreased by 20%, as measured by the
Food Insecurity Experience Scale (FIES); (ii) Nutrition: 14,400 women reporting meeting Minimum Dietary Diversity (MDD-W)
requirement; (iii) Poverty: 16,800 households with 20% improved income; (iv) Climate resilience: 16,800 households with 30%
increased climate change resilience (measured by the IFAD Resilience Scorecard); and (v) Women’s Empowerment: 33,600
women demonstrating improved economic, social, and cultural empowerment (measured by the IFAD Empowerment Index).

Geographic area

119.The project aims to target the most disadvantaged rural areas in terms of poverty, food security, nutrition, and climate
vulnerability, where rural household needs for support are highest. The provinces were selected based on government priorities,
the number of on-going development initiatives, and the following criteria: (i) 2019 Multidimensional Poverty Headcount Rate; (ii)
2019 Poverty Headcount Rate; (iii) level of food insecurity (Food Consumption Score); (iv) Minimum Dietary Diversity for Children
(MDD-C); (v) prevalence of stunting among children under 5 (CU5), (vi) prevalence of being underweight among CU5s; and (vii)
climate vulnerability[30]. The next two criteria reflect poverty graduation per the GoL assessment in accordance with the
criteria[31] set out in Decree 348 of 2017: (viii) percentage of villages that do not meet GoL poverty graduation criteria; and (ix)
percentage of households that do not meet GoL poverty graduation criteria.

120.The same criteria, combined with subnational government priorities and potential complementarities with ongoing development
initiatives in agriculture and nutrition sectors, were used to select 20 out of 38 districts in the 6 provinces.

121.Project area. As a result of the criteria-based selection process, AFN Il will target five hundred villages (500) from twenty
districts (20) in six (6) provinces in Lao PDR (see Tables 3 and 4 below)32].

122.AFN Il target provinces include Oudomxai, Phongsaly, and Xiengkhouang in the North, and Salavan, Sekong, and Attapeu in the
South. The combined population of these six provinces is 1.34 million people[33] or about 224,000 households[34]. The
combined population in the 20 target districts is 501,880 people (50% female and 50% male) in about 83,646 households (PHC,

2015).

123.Under a two-pronged approach for district targeting, out of the 20 districts that AFN Il will target, fifteen (15) districts are “non-
convergence” ones, meaning that they are not included in the GoL list of 12 priority districts for nutrition and receive relatively
less support from other development programs and projects. Therefore, they willbenefit from the direct support of AFN Il
interventions throughout all three components. Out of these 15 non-convergence districts, 5 were also targeted under the
IFAD-FNML project which concluded in 2020.

124.The remaining five (5) target districts are defined as “convergence” districts as they are included in the GoL list of 12 priority
districts for nutrition and are receiving support from multiple projects focusing on agriculture and nutrition. These five
convergence districts received support from AFN | and several other on-going projects. Thus, the immediate need for further
investment is less acute than in non-convergence districts, but gaps in coordination remain to achieve the required impacts. In
these convergence districts, AFN Il will focus its support on multisector planning, partnerships (including a Challenge Fund
for CSOs), and coordination activities through component 3 only, while enabling such districts to also benefit from AFN

Il approaches.
Table 2: AFN Il target provinces and districts
. - I Target .

Provinces Convergence districts |Non-convergence districts districts Target villages
Boontay, Samphanh,

Phongsaly Phongsaly, Nhot Ou 5 125
Khua

Oudomxai Lah Beng, Nga, Pakbeng 4 100
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Provinces Convergence districts |Non-convergence districts Ziasr'gie:ts Target villages
Salavan Samuoi, Ta Oi, Toomlarn 3 75

Sekong Dak Cheung, Kaleum, Lamam 3 75

Attapeu Sanxay, Sanamxay, Phouvong 3 75

Xieng Khuang Nong Het Mok 2 50

6 Provinces 5 Districts 15 Districts 20 500

Note: The 5 Convergence Districts are supported by AFN I. In bold font: FNML project’s 5 target districts.

125.The final village selection will be carried out at the start-up phase of the project in 2023, based on government priorities and the
following criteria: (i) Poverty Incidence based on GoL Decree 348 criteria; (ii) interest and potential to engage in selected value
chains; (iii) level of climate-vulnerability; (iv) level of support currently provided by other projects (i.e., AFN Il will prioritize villages
that are not receiving development support/aid from GoL or any other institutions). There will be 125 villages in convergence
districts (all AFN | target villages) and 375 villages in non-convergence districts. The 175 target villages of the IFAD funded
Southern Lao Food and Nutrition Security and Market Linkages Programme (FNML) completed in September 2020 will be eligible
for inclusion in the long list for selection by AFN Il in the common target districts[35].

126.Rationale for a two-pronged approach. The two-pronged approach was introduced in the Concept Note where 6 convergence
and 14 non-convergence districts were identified. Further data collection during the PDR process adjusted the selection to 5
convergence and 15 non-convergence districts while keeping the scope of activities and the number of beneficiary villages and
beneficiaries unchanged. There are 8 convergence districts in Phongsaly, Oudomxai and Xiengkhouang provinces, out of which 5
were selected as target districts for AFN Il based on the selection criteria and MAF and provincial government priorities. In these
districts, there is a high number of projects being implemented in the areas of nutrition and agriculture. To avoid duplication of
interventions in these districts, and consolidate the impacts of AFN |, AFN Il will focus on four key areas:

127.(i) Graduation of established CBOs and capacity building, in complementarity to the physical interventions and investments
funded by the other projects. AFN Il will support the graduation of APGs into larger, market-ready producers’ organizations and
will enhance the sustainability of Village Nutrition Facilitators and other CBOs established in phase 1.

128.(ii) Market linkages: for most advanced APGs in convergence districts, the project will assist in clustering them and linking them
with the market through multi-stakeholders’ platforms (MSP) under component 2.

129.(iii) Synergies between projects: To ensure enhanced synergies between projects, AFN Il will support multisectoral planning at
the district level and will promote better coordination of resources to support the implementing of the endorsed nutrition plans at
district and village levels.

130.(iv) Civil Society participation: the project will work in partnerships with Civil Society Organizations to support CBOs at village
level, promote youth involvement in social and economic activities and will disseminate climate smart agriculture practices. The
same outcome indicators as in the 15 non-convergence districts will be measured at baseline, midline and endline to validate the
rationale behind this approach.

131.1In addition, the villages in convergence districts may also be eligible for support for local food sources and wild foods
management (Activity 4 under subcomponent 1a).

Target groups

132.The intended target population is 168,000 people in 28,000 households. This represents about 33% of the combined population
of the 20 target districts, which is around 502,000 people. The target population are poor and near poor smallholder farmers and
their household members living in the 20 target districts and who are at risk of food insecurity and malnutrition.

133.Following the two-pronged approach distinguishing convergence and non-convergence districts, the project will support around
6,000 households (corresponding to 36,000 people) in the 5 convergence districts and 22,000 households (132,000 people) in
the 15 non-convergence districts. Under this approach, around 21% of the project beneficiaries will be in convergence districts
and 79% in non-convergence districts.

134. Specifically, the target population will include: (a) Children Under 5 years of age (CU5); (b) adolescent girls (age 10-19); (c)
women of reproductive age (WRA age 15-49 years, including PLW/G); (d) youth (age 15-35); and (e) others (ensuring 50%
female).

135.Among the above target groups the following will be prioritized: (i) vulnerable households and individuals most likely to be left
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behind, such as women-headed households (2%); (ii) persons with disabilities (2%); (iii) Lao migrants returning to rural areas due

to COVID-19 impacts (5%); (iv) ethnic groups other than Lao/Tai (at least 70%); an

participatory community consultation processes during the start-up phase,

Table 3: Expected number of AFN Il beneficiaries by target groups

(v) others identified through consultative and

Estimated number

in % of total

Females, including: WRA, PLW/G 15-49 years of age, adolescent girls

male children (6-10 years of age)

(10-19 years of age), and school-going female children (6 -10 years of  |84,000 At least 50%
age)
Males, including: adolescent boys 10-19 years of age; and school-going 84,000 Up to 50%

Total number of direct beneficiaries

168,000 people

Of Which:

Youth (age 15-35), at least 50% girls 42,000 Minimum 25%
Children under 5 years of age (CU5) 16,800 Estimated 10%
Ethnic groups members (non-Lao/Tai) 117,600 Minimum 70%
Persons with disabilities 3,360 Minimum 2%
COVID-19 migrants 8,400 Estimated 5%

136.Ethnic groups. Across the 20 target districts, ethnic groups represent 85% of the total population, including Mon-Khmer (59%),
Sino-Tibetan (15%) and Hmong Mien (11%). People belonging to non-Lao/Tai ethnic groups are usually the poorest and most
affected by food insecurity and nutrition issues due to various factors related to differential access to education, healthcare,
poverty gaps and dietary social norms. AFN Il activities are designed with full consultation of ethnic groups and activities will be
implemented applying Free Prior Informed Consent (FPIC). The project will ensure that ethnic groups obtain fair and equitable
benefits and opportunities from project-supported activities in a culturally appropriate and inclusive manner, working through their
institutions and leaders at the local level. To this end, the NPCO will include a full-time Social Inclusion Specialist covering
gender, targeting, and social inclusion aspects. Related focal persons will be nominated and trained at district level and quotas

set as needed.

137.Gender. Within the target area, women and girls make up 50% of the total population (PHC, 2015). The main gender issues in
the project area are: disparities in level of education, general literacy, and financial literacy; child marriage and early pregnancy;
overrepresentation of women in unpaid and informal sectors, including child and elderly care and underrepresentation in wage
employment; bias against women in leadership, especially in holding executive positions or in public office at the commune level;
violence against women and girls, including domestic violence; and social norms that limit mobility[36].

138.1n this context, AFN Il will seek to transform gender power dynamics by addressing social norms, practices, attitudes, beliefs, and
value systems that represent structural barriers to women’s and girls’ inclusion and empowerment, through primarily two gender
transformative approaches, i.e., GALS and FNS. These participatory approaches will facilitate dialogue, trust, ownership,
visioning, and behavioural change at various levels (individual/household, group/community, institution/organization, and
policies/laws). This will be based on context-specific social and experiential learning as issues differ, among other factors, by

ethnic background.

139.AFN Il gender transformative approaches will explicitly engage with men and boys to address concepts of masculinity and gender
within their community/ethnic groups. They will also engage with influential norm holders, such as traditional and religious
leaders, lead farmers, agricultural and health extension workers, school principals, and local authorities. Details on how AFN Il
will meet all three IFAD gender strategic objectives (i.e., economic empowerment, equal voice and influence, and equitable
balance in workloads) are provided in the project’'s SIAP in Annex 5- SECAP, appendix 2.

140.Targeting mechanisms. The project follows overall national and IFAD targeting approaches and guidelines via all its

implementing entities. In doing so, AFN Il relies on the following, complementary, targeting approaches.
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141.Geographic targeting. Based on national priorities, AFN Il focuses on geographic areas and communities with a high
concentration of food insecurity, poverty and environmental degradation. The selection of the provinces, districts and villages is
country-driven and is consistent with national priorities.

142.Self-targeting. AFN Il activities, such as the FNS or CBO strengthening, are aligned with the priorities, assets, capacities, and
livelihood strategies of the identified target groups. These are firstly, groups lacking knowledge of basic hygiene and having poor
dietary diversity and limited food preservation and processing and secondly, groups of smallholder farmers engaged in mixed
subsistence and commercial production of nutritious commaodities, such as vegetables, rice, mushrooms, small animals, and
domesticated wild species.

143.Empowerment measures. AFN |l will develop capacities of beneficiaries to fully participate in project activities, such as
planning, financial literacy, and leadership skills development among others. Procedural measures, such as grant guidelines
and quotas, will be used similarly to ensure including the most vulnerable groups including women and the very poor.

144.Direct targeting. AFN Il will target women, youth, and ethnic group beneficiaries through (i) established quotas, and (ii) services
and resources channelled directly to them, as shown by Table 4 below:

Table 4: Targeting across components

Component Targeting

§ Village nutrition facilitators and lead farmers: at least 40% are female.
§ FNS and APGs participants/members: at least 50% are female.

§ Women that successfully participate in the FNS are eligible for Home Garden Grants of about US$120,
Component 1 transferred in Lao Kip. Priority given to pregnant and lactating women and mothers with children under 5
years of age.

§ 250 new or existing community village rice-banks are supported and small grants (approx. US$500)
provided to women groups, specifically for small scale food processing activities for domestic and local
market purposes.

§ People trained in business literacy and management: at least 50% are female.

Component 2 § Selected MSMEs: priority is given to (i) youth and female-led MSMEs (if any) and (i) MSMEs with a
higher percentage of women and/or youth holding decision-making positions.

Component 3 § Project staff at all levels: at least 40% of staff are female and at least 30% belong to ethnic groups.

145. The project will include at least 70 Micro, Small and Medium Enterprises (MSMEs) and producer organizations such as
Agriculture Production Groups (APGs) and Water User Groups (WUGs), which will participate in project supported activities.

146.Finally, in line with the new IFAD policy on stakeholder engagement, the project will reinforce grassroots institutions and
participation of beneficiaries in various groups to strengthen their social capital, networking, and collective voice. Through
Community Based Participatory Planning (CBPP), the project will design mechanisms to ensure meaningful participation of the
various beneficiaries in project decision making, prioritization of investments, and developing feedback and grievance
mechanisms to further strengthen inclusion and mitigate the risk of elite capture.

D. Components/outcomes and activities

147.AFN Il features three complementary and interlinked components aimed at addressing the sustainable, inclusive, and resilient
recovery of the country’s agriculture and food systems in the context of the COVID-19 pandemic by establishing: (1) community-
driven agricultural and natural resources-based nutrition interventions; (2) business partnerships and market access
improvement; and (3) enabling environment and partnerships. The links and synergies between these different components are
fostered through community-driven integrated planning which enables communities and groups to identify priority community
activities according to the local context and other opportunities.

148.The project proposes a menu (basket of options for the community-driven approach) of relevant interventions to be prioritized at
community level and among groups, depending on priorities and synergies with existing interventions. The range of activities are
broadly similar to the ones successfully implemented by AFN I. New activities, such as attention to natural resource management
for nutrition or seed banks, build on successful local experiences and are supported by specific competent service providers. To
facilitate implementation, relevant activities may also be clustered within manageable administrative units, while accounting for
existing, specific, local capacities and service providers. Technical assistance support has also been enhanced at central and
district levels, in particular in market linkages and business development. This has been done through partnership with the SUN
business network and working through existing and new private sector entities.

Figure 1. Linkages and complementarities between AFN Il and components
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Component 1: Community-driven agriculture and natural resources-based nutrition interventions established

149.Component 1 will have two main outcomes which support improving natural resource management among the various target-
community households. The result will be improved nutrition through activity involving home gardens and main farmland and
forest areas. This will benefit men, women, and various households with different livelihood and production systems. The first
outcome is to improve nutrition Knowledge, Attitudes and Practices (KAP) among targeted poor and near poor smallholder farmer
households who are most at risk of food and nutrition insecurity, which has been exacerbated by the COVID-19 pandemic. This
outcome will be achieved through Subcomponent 1a: the improved nutritional status of women, children, girls, and other
vulnerable This component is supervised and implemented by WFP in close cooperation with MAF, the Provincial Agriculture and
Forestry Offices (PAFO), the District Agriculture and Forestry Offices (DAFO), and provincial and district convergence agencies
(education and sports, health and LWU).

150. The second outcome of Component 1 is to enable the aforementioned households to adopt environmentally sustainable and
climate-resilient technologies and practices in order to increase and diversify their agricultural production, manage their natural
resources more sustainably, and increase their income. It will also enhance their resilience to climate threats, COVID-19
pandemic impacts, and other threats, including the current economic crisis.

151.This outcome will be achieved through Subcomponent 1b: Improved agricultural productivity in select commodities, which will be
supervised by IFAD and implemented by the MAF and its decentralized offices at provincial and district levels (PAFO and DAFO).

Subcomponent 1a: Improved nutritional status of women, children, girls, and other vulnerable groups (WFP and IFAD).
152.This subcomponent will be implemented mainly by WFP and consists of the following activities:

153. Activity 1: Farmer Nutrition Schools (FNSs) and Women’s Empowerment: The project will establish FNSs in all 375 villages
within the 15 non-convergence target districts, targeting a total of 18,000 participants, of which at least 90% are women.

154.FNSs are semi-structured interactive gatherings in villages which are delivered by nominated and trained Village Nutrition
Facilitators. Village Nutrition Facilitators are selected in a participatory manner by the village and are respected in their
community. They receive an incentive for the time they spend bringing the community together and facilitating FNS sessions. The
primary aim of the FNSs is to improve household food and nutrition security and promote women’s empowerment. FNS
encourages social behavioural change using several different SBCC tools, such as practical learning sessions and community
sensitization. They focus on: household nutrition; food security; basic hygiene and WASH; domestic food preservation and
processing; raising small livestock/fish; animal and human health; menu planning with nutritious and indigenous food crops; and
overall highlighting the importance of dietary diversity for improved nutrition. FNSs specifically target women of reproductive age
(15-49 years) and other vulnerable groups, with priority being given to pregnant and lactating women and girls, adolescent girls,
and mothers with children under 5 (CU5). However, they are open to any interested community members wanting to join. WFP,
with local partners and specifically DAFO and LWU, will be responsible for formulating and establishing FNS groups in all the
villages within the 15, non-convergence, target districts. They will ensure that communities, particularly women, are involved in
establishing the FNS groups and the final selection of Village Nutrition Facilitators.

155. Activity 2: Integrated Home Garden establishment. Female participants who complete the FNS training modules will be
eligible for a Home Garden Grant of around US$120 in local currency (as of August 2022 this is equal to approximately LAK
1,800,000). Strict priority will be given to women of reproductive age (WRA -15-49 years), pregnant and lactating women/girls
(PLW/G), mothers with children under 5 (CU5), as well as the village nutrition facilitators. The project aims to distribute 15,000
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grants, to be used for small investment purposes linked to home garden development, such as for seeds, planting material, small
equipment, drip-irrigation, fencing materials, small livestock, animal shed construction materials, etc. DAFO will be responsible
for distributing the grants as well as monitoring and providing technical support and capacity building for them at the village level.
This activity will involve women participating in and completing FNSs. As in Activity 1, the use of digital services will be introduced
to support and deliver training, such as the use of portable tablets pre-loaded with multi-language training materials and videos.

156. The project will locally recruit Community Mobilizers who will serve as a last-mile delivery link between the project team at
District level and the village authorities and CBOs (Village nutrition committee, village nutrition facilitators, APGs, village
agriculture technicians, Village Veterinary Workers, etc.). Community Mobilizers will also play a monitoring role for all project
interventions, including, but not limited to, the Integrated Home Gardens. The selected Community Mobilizers will speak local Lao
dialects and languages (Hmong, Khmu, etc.) to facilitate communication within the project and feedback loops linking
beneficiaries to the project team. They are a critical element in the AFN Il stakeholders’ engagement strategy.

157.The project will organize intensive, basic, agricultural training for Village Nutrition Facilitators, the selected Lead Farmers, and
Village Veterinary Workers. This will be specifically aimed at providing hands-on, technical, extension services to women for
establishing home gardens as part of overall FNS learning modules. As under AFN |, this training will be organized primarily at
the various Regional Training Centers in Oudomxai, Xiengkhouang, and Pakse. It will focus on hands-on practical learning
related to establishing a home garden and raising small livestock. Specific training programs on fish-raising and horticulture can
be developed and supported by the project within these centers as well based on community demand.

158. Activity 3a: Domestic food processing. This activity will be carried out in the 15 non-convergence districts and may target all
the villages, based on community interest. This activity will specifically target 5,000 women.

159.WFP will collaborate with MAF, LWU, DAFO and vocational centers, such as the Integrated Vocational Education and Training
(IVET) college based in Oudomxai province to provide sessions on household food processing for preserving in-season produce
(sweet potato, pumpkin, cassava, mango, banana) and fish for household consumption and sale at village level (for example,
products like nutritious snacks targeted at children). Sessions will cover post-harvest management and safe food storage,
preparation and packaging, with attention paid to food safety and preserving nutrient dense foods. Training on food processing
and preservation will also include simple packaging techniques and suitable portions for sale. A ‘do no harm’ approach will be
adopted, ensuring that the type of packaging used is environmentally friendly and that the food to be processed focuses on
nutritious crops not highly processed, nutrient-poor food options that may negatively impact diets. The training manuals that were
developed under AFN phase 1 will be used.

160. The content of the training will be demand-driven by community member needs. WFP and partners will consult with communities
to understand their needs related to processing and food preservation. Upon completing the training modules, the trained women
groups will be able to apply for Food Processing Grants of US$500 per group/village. This is intended to be specifically used for
small scale food processing activities. For instance, it could be used for purchasing simple dryers, packaging material, sealers,
storage equipment for transportation, cooking pots and utensils etc. A total of 375 such grants have been planned as part of the
project.

161.Activity 3b: Establishment of community rice banks. The main objective of community rice banks is to serve as a community
safety net to ensure food (rice) stock availability for vulnerable communities during lean seasons, resulting in improved
availability of and access to rice for the participating households. Community rice banks are a proven concept for breaking the
cycle of forced rice sales after harvest at low prices and purchasing rice at peak prices. This cycle is a reality for many poor
households that face liquidity problems and are not rice self-sufficient. Depending on initial village planning processes and
priorities, up to 250 new or existing community village rice-banks will be supported targeting around 5,000 households to ensure
access to rice all year round. Both IFAD, through the MAF, and WFP have established and supported rice banks during previous
projects with good results and existing implementation modalities and training materials will be used.

162.1n the identified villages, WFP and partners will provide support for the construction or rehabilitation of the rice bank structures
and provide appropriate training to ensure they are functional and useful to communities in addressing seasonal rice shortages
and price fluctuations. To ensure full ownership, the vulnerable communities will decide and agree, through a participatory and
gender-sensitive approach, on rice bank locations, construction, management regulations, defining the set roles and
responsibilities of the rice bank committee, and outlining loaning and repayment regulations. These rules and regulations also
cover repair and maintenance of the rice storage structures for future sustainability purposes. WFP and partners will deliver
tailored training to the village rice bank management committees by using existing relevant tools, experiences, and procedures.
This will build better capacities for managing and effectively using the rice banks. The project will explore the possibility of
providing rice stocks as initial seed capital for the rice banks in targeted communities.

163. Activity 4: Local food sources, wild foods management. Despite their high nutritional and economic potential, wild foods are
often not fully recognised in agricultural and rural development strategies in the Lao PDR. To address this issue, activity 4 will
engage communities and local agencies to better manage such resources and will focus on four complementary approaches:

164.(i) To generate, analyse, and widely disseminate knowledge on wild foods through the agrobiodiversity platform, Phakhao Lao
(phakhaolao.la). This platform will be reviewed with help from AFN and upgraded to include information on nutritional values[37]
and on the potentials of wild foods in various agroecological zones and land use systems. This unique knowledge base will
contribute to highlighting the important role of wild foods for local communities, extension services, practitioners, and decision
makers;

165.(ii) To support province and district authorities in integrating wild foods and aquatic species into agricultural extension
programmes and in this way contribute to a paradigm change among extension officers, particularly regarding the use of fallow
land in shifting cultivation areas. This will be achieved through tailored capacity building, including on the use of the Phakhao Lao
platform in extension services, as well as support in implementing strategies in pilot villages;
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166. (iii) To support local communities in formulating knowledge-based investment plans and to agree on local by-laws for a
sustainable[38] use of wild foods and aquatic species in their village territories. Such plans will be articulated within the overall
village integrated nutrition plans. The project will support communities in approximately 250 pilot villages to implement these
plans through the allocation of small investment grants and capacity building. Examples include the setting up of fish conservation
zones or nurseries for key species, targeted promotion of such species, development of sustainable value chains, etc;

167.(iv) To assess the use and conservation status of wild foods and the impact of the project on both. This will be done by conducting
a baseline, mid-term and a final assessment on the role of wild foods in diets, their economic importance to local communities,
various issues related to wild species conservation, and changes in the implementing of conservation practices by villagers.
Results will be measured in terms of awareness, availability, and consumption of nutritious wild food species in local diets. This
monitoring component will provide valuable knowledge for the uptake of project activities within the rural development strategies
of governmental and civil society actors.

168. This activity will be implemented by the National Agriculture and Forest Research Institute (NAFRI) through three of its centers:
the Forestry Research Center, the Living Aquatic Resources Research Centre (LARReC), and the Information Center in
partnership with the information center of NAFRI and the Centre for Development and Environment (CDE) at Bern University.

169. This activity directly contributes to Integrated Home Garden Grants through the potential domestication of wild food species in
home gardens. APGs will also be associated with the planning, implementation, and monitoring of this activity to promote and
conserve wild food species in the various components of farming systems.

170.Activity 5a: Community nutrition and gender SBCC activities. SBCC activities will be implemented in all project villages in
the 20 target districts and follow the Lao PDR national strategy for SBCC[39], drawing on the experiences from AFN I, as well as
lessons learned from other partners implementing nutrition SBCC strategies in Lao PDR and in the region.

171.The aim of the SBCC activities will be to positively influence nutrition and health related Knowledge, Attitude, and Practices
(KAP). SBCC activities will build on the key health and nutrition messages delivered in the FNS and the nutrition training
delivered to APG members (component 1b, activity 7) and will be expanded to reach beyond that and target the whole
community. Successful activities from AFN I include village nutrition days (the whole community gathers to learn and apply
nutrition knowledge in an interactive way, usually with nutrition games and activities), cooking demonstrations, and disseminating
key messages via village loudspeakers. The project will also explore digital ways of disseminating information in a meaningful
way, which may include social media platforms or targeted messaging focused on key behaviours. As more than 75% of the
project beneficiaries belong to non-Lao/Tai ethnic groups, many of them with their own languages, the project will develop SBCC
materials in these languages (e.g., Hmong, Khmu), and use images and other visuals to ensure messages are culturally and
linguistically appropriate.

172. Specific modules for adolescent girls (age 10-19) will be developed to address issues such as child bearing and early marriage,
human trafficking, school dropout, gender-based discrimination, sexual violence and other issues directly affecting adolescent
girls. Furthermore, as adolescent girls have increased nutrient requirements compared to childhood, education will focus on ways
to increase dietary diversity and meet their particular needs. Implementation of these modules will be coordinated with ongoing
activities by UNFPA (United Nations Population Fund). These modules can then be incorporated into the FNS sessions where
WFP and LWU staff have identified the need exists.

173.Community level activities will also include the Gender Action Learning System methodology (GALS). The GALS curriculum will
be reviewed and adapted to the local situation and will be initially implemented in 25 villages in 5 districts. GALS is a community-
led women empowerment methodology that uses principles of inclusion to improve the income, food, and nutrition security of
vulnerable people in a gender-equitable way. This approach will address social and cultural bottlenecks to adequate nutrition and
gender practices (dietary diversity, optimal child feeding and care practices, WASH, early marriage), and complement the village
wide SBCC activities. With support from the Division for the Advancement of Women (DAW) within the MAF and LWU, WFP will
assess the existing GALS approaches and develop a tailored package on how to best integrate the methodologies in the project
activities, such as the FNSs. At local level, DAW and LWU will provide training of trainers and staff that work directly with the
beneficiaries in the villages.

174.Activity 5b: Home-Grown School Feeding (HGSF) initiative: To strengthen overall community food and nutrition security, and
link to school-based nutrition-sensitive interventions, WFP will promote the Home-Grown School Feeding (HGSF) initiative. The
HGSF initiative links local smallholder farmers to school feeding programmes to promote and provide safe, diverse, nutritious,
local foods to school children. It also helps provide local farmers with a predictable outlet for their produce, leading to stable
income, more investments, and higher productivity. In turn, school children have access to healthy, diversified foods, making it
more likely that they will stay in school, perform better, reduce early pregnancies, and improve their future job prospects while
their parents will have more time for livelihood activities.

175.This initiative will target the local smallholder farmers such as those involved in the Farmer Nutrition Schools (Integrated Home
Garden Grant recipients) and APG farmer groups. The project will work with primary schools to establish the demand for locally
produced nutritious food crops or animal source foods (e.g., meat, eggs) according to the budgets for meals provided by GoL or
other partners. Under the project, local smallholder farmers, organized in groups, will be provided support to boost production of
these crops through agricultural training and close monitoring. These farmer groups will be supported in making agreements with
the schools. The condition is that the farmer groups should be able to provide a continuous supply of nutritious crops that are
requested by schools to complement the school feeding programme.

176.To complement the HGSF initiative, the project will use SBCC materials and tools developed by the IFAD-PICSA project and
WEFP Laos. This will provide targeted nutrition education to teachers and school-age children and school cooks which focuses on
KAP for improved nutrition and health practices.
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177.School feeding in Lao PDR began in 2002 with an agreement between WFP and Ministry of Education and Sports (MoES), and
since then, Lao PDR has witnessed expanded and improved education, health, and productivity. In 15 of the AFN Il target
districts, the National Schools Meals Programme (NSMP) exists. To complement the NSMP, AFN Il will target 30 primary schools
initially, and continue to work with the government to develop strategies to further support the HGSF initiative, building evidence
of its effectiveness and applicability in Lao PDR.

Subcomponent 1b: Improved agricultural productivity of selected commodities (IFAD)

178.This subcomponent aims at promoting the adoption of environmentally sustainable and climate-resilient technologies and
practices by smallholders. This subcomponent will be technically supervised by IFAD and implemented by the MAF and its
decentralized offices at provincial and district levels (PAFO and DAFO).

179.Activity 6: Community-Based Organizations (CBOs) Strengthening. The first phase of the AFN and the FNML project have
demonstrated that supporting Agricultural Production Groups (APG) and Water User Groups (WUG) has a direct positive impact
on agricultural productivity and incomes. APGs are small self-help groups of smallholder farmers, men and women, engaged in
mixed subsistence/commercial production of nutritious commodities, such as vegetables, rice, mushrooms, small animals (goats,
pigs, poultry, frogs, insects) and domesticated forest products (cardamom, galangal, bamboo shoots, wild foods species, etc.).
Crop and livestock production surpluses have generated diversified income for APG members and under AFN [, the number of
households living below the poverty line decreased by 20% over 5 years.

180.AFN II will build on these achievements by scaling up the APG network in target areas. Depending on the specific needs of each
community at village level, the project will strengthen the capacity of existing groups established under AFN |, FNML or other
projects and/or will facilitate the establishment and development of new groups.

181.Around 860 APGs, two per target village, will be supported in the non-convergence districts, and each APG will have around 20
members, or a total outreach of 20,000 farmers. The APGs will be supported in developing business proposals for co-investment
in production and the post-harvest processing of agricultural products, which will be sustained by block grants of US$6,000 per
group. Assessments of crop suitability under different future climate scenarios, as well as market demand, will be undertaken to
enhance the climate proofing and profitability of business plan developed. Cost benefit analysis, risk screening, and mitigation
measures will be conducted starting at the planning stage in accordance with IFAD Social, Environmental and Climate
Assessment Procedures (SECAP).

182.The project will further disseminate the 22 Participatory Action Research (PAR) models developed and tested under AFN [, as
well as Climate Smart Agriculture practices, Good Agriculture Practices guidelines (GAP), and Sustainable Land Management
technologies (SLM) aimed at ensuring productivity and profitability through adequate pest management and use of alternatives to
agrochemicals.

183.Technical training, business literacy and market linkages are an integral part of the APG capacity strengthening process. APGs
are the main participants in the Multi-Stakeholder Platforms under component 2 of the project.

184.This component also includes arrangements to facilitate clustering of small scale informal APGs to graduate into larger formal
organizations such as Agricultural Cooperatives. It is expected that ACs are better positioned to aggregate demand for storage
facilities and collection points and to deliver services to farmer members. The private sector will also realise efficiency gains from
aggregation of higher quality products at scale by ACs.

185. Activity 7: Agriculture/Rural Advisory Service improved. Agriculture/rural advisory services (RAS) encompass a broad range
of aspects contributing to making farming more productive, more profitable, and more resilient, while ensuring positive social,
economic and environmental benefits.

186. The village authorities and community-based organizations will participate in consultations to define gaps and priorities in terms
of advisory services. The planning process will build on lessons learned from the recently closed Southern Lao Food and
Nutrition Security and Market Linkages Programme (FNML) [40] , such as the strong focus on community-based planning
(Participatory Local Adaptation Investment Plans), as well from CCA, including Sustainable Land Management (SLM).

187.This activity further develops the approach adopted by AFN | with regard to the framework of the current Lao “Extension for
Agriculture” policy. The project will continue to focus on community-based organizations and lead-farmers as key channels for
delivering services to smallholders, women, and men. This farmer-to-farmer (F2F) extension approach has proven effective and
efficient in ensuring that information and advice is adapted to the specific agro-ecological characteristics and ethnic composition
of each village. To enhance the climate resilience of agriculture production systems in the target areas, the extension services will
also include linkages with emerging climate information systems in Lao PDR, such as the Lao Climate Service for Agriculture
(LACSA) established by the Department of Meteorology and Hydrology (DMH) of the Ministry of Natural Resources and
Environment (MoNRE) and supported by the FAO SAMIS project. Synergies with the GCF-funded follow up project[41] will be
developed also.

188.The project will support district-level agriculture officers to provide relevant technical advice and facilitate linkages with service
providers, inputs, equipment suppliers, and buyers of agricultural products. The Extension Management System (EMS)
developed by the Department of Technical Extension and Agro-Processing (DTEAP) will be adopted to ensure district-wide
orientation, evidence-based decision-making, and management for results. The district agriculture offices are responsible for
facilitating farmer learning, organising, and marketing functions. They are also in charge of assessing the technical and
organizational skills of lead farmers and certifying Village Agriculture Technicians (VAT) as the last-mile element in the service
delivery channel. This certification process ensures that VATs are recognised and supported as an integral part of the extension
system.
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189.VATs who engage in commercial production of inputs (vaccinated chicks, ducklings, froglets, tree saplings, improved seed, etc.)
have demonstrated their capacity to generate a regular income stream from selling inputs. They have also provided sound
technical advice to their customers (in terms of broiler producers, frog, fish producers, etc.). Para-veterinary workers (or village
veterinary workers) will also be supported in providing fee-based vaccination services and technical advice on animal husbandry.
At the local level, these village technicians play a catalysing role in emerging value chains. They enjoy local recognition and trust
from fellow farmers and can facilitate market linkages for their network of customers (input buyers). The project will support the
emergence of such village technicians as input producers/extension service providers.

190.Activity 8: Climate Change Adaptation infrastructures (irrigation /MUS) built and upgraded. The main focus of this activity
will be to modernize existing small-scale irrigation and other water management infrastructures to use water more efficiently,
productively and sustainably, including through drip irrigation or other water saving techniques associated with Renewable
Energy Technologies (RET) like solar pumps. Such infrastructure will be planned in line with a village planning process to ensure
synergies and complementarity with programmed production activities (previous activities)

191.Under current climate change scenarios, the agricultural sector will face increased climate variability and the risk of floods,
droughts, and heat waves. On the other hand, access to safe fresh water throughout the year is crucial to implementing home
garden, agro-forestry, fishery, and agricultural production activities. To mitigate theses climate risks and water constraints, the
project will support three main types of investments in water-related infrastructures, depending on the existing systems and the
community priorities: (i) small scale irrigation systems of less than 100 ha; (ii) Multiple Use water Systems (MUS) to ensure a
regular supply of water for home consumption, hygiene, schools, and nearby agriculture production (home gardens, livestock
raising, nurseries, upland fields, agroforestry gardens, etc.); (iii) rainwater harvesting and water storage ponds.

192.Feasibility studies will be undertaken by DAFO and DHO with technical support from the district project teams. These studies will
include water resource and Social, Environmental and Climate risks assessments and management plans, including climate-
proofing measures to ensure resilience and sustainability of investment against extreme climate events (flash floods, landslides).

193.The village authorities will also fulfil a governance role in terms of the fair and transparent allocation of water resources,
particularly focusing on the most vulnerable households and women’s needs. O&M committees will be established and women,
as the primary users, will be encouraged to take a lead role in the decision-making processes. The project will provide capacity
building support to the O&M committees to ensure effective and sustainable arrangements. Lessons learnt from AFN | show that
water fees are regularly collected based on acreage and used for O&M purposes.

194.These water-related investments will be linked with extension services, such as weather-based crop planning, to mitigate climate
risk and encourage water saving techniques in areas affected by risks of frequent drought. At the design stage, funding for only
half of these CCA infrastructures is secured. The remaining half of the budget is under the financing gap, pending mobilisation of
additional resources. However, this will not directly affect project outcomes as other development initiatives (such as PRF, ADB
funded projects, and others) in the same target areas may invest in irrigation and water related infrastructures. Additional funds
mobilised for these investments will maximise project impacts and outcomes.

Component 2: Business Partnerships and Market Access improvement

195.Component 2 aims at addressing bottlenecks in the agricultural value chains as identified in the description of the agriculture and
rural development context, while trying to better leverage market incentives and partnerships for nutrition.

196. The main focus is to facilitate market access and business relationships between Producer Organizations (APGs, ACs, WUGSs),
supported and strengthened in component 1, and other value chain actors (buyers of agricultural products, suppliers of inputs and
equipment, service providers, etc.). To address constraints in attracting the private sector in such remote areas, a private sector
crowding-in approach will be adopted and include: business development support for existing and new MSMEs members of the
SBN; multi-stakeholder platforms for business matching with APGs clustered in bigger POs to facilitate product aggregation; and
incentives in the form of matching grants to off-set MSMES'’ risks of doing business in rural areas. In addition, the private sector
will also indirectly benefit from infrastructure development to reduce transaction costs and risks as well as complementary
investments. These will be carried out in component 1 to build group capacities and production quality.

197.This component will be technically supervised by IFAD and implemented by the MAF and its decentralized offices at provincial
and district levels (PAFO and DAFO) in collaboration with Industry and Commerce offices at the same levels (PICO, DICO) and
in partnership with the SBN and MSMEs in the food supply chain.

198.Component 2 will have two main outcomes: (i) 15,000 households reporting improved physical access to markets and processing
and storage facilities; and (ii) 600 rural producer organizations engaged in formal partnerships/agreements or contracts with
public or private entities.

199. Activity 1: Support to MSME in food supply chains. To address structural constraints in the current business environment the
project will promote responsible investments to support nutrition-sensitive business partnerships between the public sector,
community-based organizations, and private entities. The proposed activities aim to crowd-in reliable private sector entities by
encouraging co-investment from community organizations and private companies involved in food value/supply chains.

200.The project will contribute to identifying existing and newly registered private entities to expand SUN Business Networ42]
membership and crowd-in private-sector participation in national efforts to improve nutrition and food security. The SBN
members will be priority business partners for Producer Organizations (APGs, WUGSs) and village nutrition committees in
developing business linkages and market outlets for nutritious food products. The SBN is supported by the WFP Country Office
in Lao PDR as part of the Lao, PDR WFP, Country, Strategic Plan 2022-2026.

201.1n 2018, with the support of WFP, the Lao PDR SBN [43] was launched as a platform for capacity building and information
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sharing for the private sector involved in healthy food production. The SBN aims to engage and mobilize business at a global and
national level to act and invest responsibly in improving nutrition. It currently has over 35 members from the agri-business, food
and beverage, and garment sector. To improve nutrition, SBN also works with partners from government, civil society, and
development partners.

202.The partnership with AFN Il will allow the SBN to broaden its outreach at subnational level and provide MSME members with
business development services. It is foreseen that specialized Farmer Groups and MSMEs will forge direct linkages and establish
partnerships with private sector entities within the related network through the SBN and additional project support. This, in turn,
will provide targeted capacity building to the involved Farmer Groups and MSMEs.

203.The project intends to support approximately 50 existing or new MSMEs in the target districts and provinces and will apply due
diligence to ensure that businesses have demonstrated a commitment to the SBN principles. MSMEs registered at district level
will eventually become members as a subgroup of the national SBN.

204.The selected businesses will receive support for registration in collaboration with the Departments of Finance, Planning and
Investment and Industry and Commerce at the relevant levels. The project will provide business literacy and management training
and matching grant facilities in the start-up phase of these businesses. They will have access to regular product supply through
partnerships with Agricultural Production Groups (APGs) supported under component 1.b of the project. In their development
phase, the SBN members (new and pre-existing MSMEs) will also receive assistance to access financial services.

205.Activity 2: Business Multi-Stakeholder Platforms. To address market failures in value chains, the project will follow the
business cluster approach that aims at encouraging “many-to-many” relationships, involving a large number of farmers organized
in producer organizations (such as APGs) as well as several private entities upstream and downstream of value chains. This
approach ensures that both producers and buyers participate in a competitive process where business relationships are
established on a preference basis by both parties.

206.The multi stakeholder platforms provide an adequate arena for these relationships to form. They will be facilitated by local
facilitators hired by the project in collaboration with public line agencies: agriculture and forestry jointly with industry and
commerce. The project will facilitate the preparation of business plans and will support co-investments in the business clusters
with a matching grant facility. The grants will serve the purpose of offsetting risks associated with doing business in remote
areas with newly established business ventures or producer organizations. The project will mobilize matching grants only to fill
investment gaps within business clusters.

207.The project will link project supported APGs with existing or emerging micro-finance services such as WFDF and village banks,
where available, to support the sustainability of APG investments in production, post-harvest, and marketing.

208. Activity 3: Market related infrastructures. The Multi-Stakeholder Platforms under Activity 2 will directly guide investments in
market-related infrastructures, such as access tracks and post-harvest/processing facilities. While food systems in Lao PDR are
in their nascent stage, increasing added value to locally grown produce through industrial in-country processing could improve
food security, nutrition, and employment and reduce reliance on imported products.

209. Access tracks will only be improved where physical access is a critical constraint to market linkages. The project will assist the
village authorities in identifying existing alignments of less than 10 km length that could ensure year-round access to the main
road and district centers. The expected outcome will be improved access to public services (health, education, etc.) and to
markets (selling of agricultural products and buying of goods by rural households).

210.In terms of rural infrastructures development and management, AFN Il will continue building up the capacity of existing
structures/groups or provide support to establish any needed structures or groups. This will involve using technical management
guides/manuals (management rules, fee collection, etc.) and systematic capacity building. Government technical agencies at
provincial and districts levels and local communities will play key crucial roles in planning and implementing and providing
technical support to the schemes/groups etc.

211.Survey and design will be carried out with technical support from DAFO and District Public Works and Transport Offices
(DPWTO). Climate proofing measures will be included to ensure infrastructure stays functional year-round and that climate risks
such as erosion, landslides, flash floods, etc. are identified and mitigated during the design process.

212.The village authorities, with support of District Project Team and DPWTO, will be responsible for recruiting local contractors.
Village authorities will also establish O&M committees responsible for operational rules and maintenance and repairs. At the
design stage, funding for the access tracks is not secured, under a financing gap, and pending mobilisation of additional
resources.

213.The project will in parallel co-invest in other market-oriented infrastructure, such as post-harvest, processing and storage
facilities, with the aim of mitigating market risks and generating value added within rural communities. The facilities eligible for
investment include drying floors, dryers, threshers, sorters, cooling systems, packing units, weighing stations, collection centers,
etc. When feasible, RETs will be promoted, such as solar dryers or solar incubators. These investments will be part of the
business plans prepared by business clusters in the multi stakeholder platform process under activity 3 above. At the design
stage, funding for these market-oriented infrastructures is not secured, is under a financing gap, and pending mobilisation of
additional resources.

Component 3: Enabling environment and partnerships

214.This component aims at improving the enabling environment in the areas of multi-sectoral planning for nutrition (WFP),
coordination, and partnerships (MAF/IFAD).
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215.Activity 1: Multisector planning and coordination (WFP): The recently approved National Plan of Action for Nutrition (NPAN)
for 2021-2025 identifies 22 priority interventions, of which, 9 are multisectoral. The project will support multi-sectoral nutrition-
sensitive planning activities on all levels, by providing hands-on technical assistance to the nutrition committees at central,
provincial, and district levels. This aimed at improving coordination and efficiency and providing support to the village authorities
of all the project villages. This will ensure that village planning activities adequately include multi-sectoral nutrition issues which
are relayed to district and provincial levels. The expected outcome is “District Nutrition Committees endorsing village nutrition
plans as a demonstration of improved inter-level coordination”. The output is that all 20 target districts prepare, implement,
monitor, and evaluate district nutrition plans.

216.For the preparation of the future NPAN 2026-2030, the project will support nutrition committees at all levels in ensuring lessons

learned from the field are taken in account. This will also ensure NPAN targets and resources are fully integrated within the 1oth
Socio-economic Development Plan (SEDP X, 2026-2030). This integrated planning exercise will ensure that financial resources
are allocated to the budget of each the four line-agencies responsible for achieving nutrition convergence targets. This integrated
planning will aim to improve mainstreaming of climate risk and Disaster Risk Reduction into planning and decision-making as
possible.

217.Activity 1a: Nutrition-sensitive village nutrition plans: This activity will target 375 villages in non-convergence districts. In the
first year,the project will initiate nutrition planning at village level as part of the overall Village Development Planning (VDP)
process and community-based disaster risk management plans, where relevant. This will be carried out for all the new project
villages in all target districts. The project will provide technical support to village authorities to compile and develop participatory
and multi-sectoral Village Development Plans, including explicit planning for nutrition related activities following the NPAN’s 22
priority nutrition interventions. Capacity building will also focus on monitoring and ensure coordination and AFN Il alignment with
the 22 priority nutrition interventions.

218.The project will use the simple training modules for decision makers at the village level developed as part of AFN |. These will be
used to implement, monitor, and report on village-based nutrition activities. The village nutrition plans will be rolled into the
District Nutrition Committees (DNCs) and Provincial Nutrition Committees (PNCs) for further district and province-wide planning,
reporting, and implementation.

219.Activity 1b: Support to DNC, PNC, and NNC: DNC have been formally established in all 20 AFN Il target districts, chaired by
the district governor or deputy governor. They will plan and implement district-wide nutrition-related activities by the four district
departments of health, agriculture, education, and women affairs. The project will provide coaching and facilitation support to the
DNCs and their Secretariats to develop the district plans, monitor progress, and report to PNCs and the NNC. Functional
competencies such as leadership, advocacy, partnerships, planning, coordination, basic nutrition knowledge, and awareness will
also be a focus of this activity. These functional competencies will be built through tailored training, oversight missions,
workshops, and exchange and learning visits. Financial support will be available to support and facilitate these activities as well
as provide materials such as laptops.

220.The project will collaborate with the National Nutrition Committee (NNC) at the central level to provide hands-on capacity building
support to PNCs and DNCs, where needed. Such capacity building activities will most likely focus on the roles and responsibilities
of the PNCs and DNCs and awareness of the NPAN and 22 priority interventions. This will be including a reporting process
aligned with the defined targets at output and outcome levels.

221.Similarly, the project will provide Technical Assistance to the six Provincial Nutrition Committees (PNC) and their Secretariats.
This will be mainly in the form of hands-on coaching sessions to the PNCs and Secretariats, similar to what the project will
provide to the DNCs.

222. Activity 2: Partnerships with CSO (IFAD). This activity is a new approach to foster civil society participation in the socio-
economic development of rural remote areas. The approach is based on the creation of a “Challenge Fund” to support local
NGOs and Civil Society Organizations which provide service to vulnerable rural households in the project’s target areas. The
NGOs/CSO will be eligible to submit proposals to request funds. The final proposals will be selected on a competitive basis by
the project steering committee.

223. Activity 3: Project Management Information System (ProMIS).

224.The ProMIS system was established with support from FAO under AFN |, tracking all projects implemented under the MAF. The
DoPC has coordinated data entry by development projects in the database, following the indicator structure. However, the
database needs to be updated to adjust the indicator list in line with project activities and interventions.

225.AFN Il will support DoPC to upgrade the ProMIS indicator database, conduct training at national and provincial levels, and
support projects in data entry.

E. Theory of Change

226.As described in Section A, the development problem is that small-scale farmers and rural households, including women, youth,
ethnic groups, and People with disabilities living in remote uplands of Lao PDR, have not benefitted from strong economic growth
and are disproportionally affected by food insecurity, all forms of malnutrition, and poverty. The multiple root causes of the
problem have been further exacerbated since 2020, due to the combined effects of the COVID-19 pandemic, the conflict in
Ukraine, and the current economic crisis.

227.As demonstrated by AFN I, nutrition-sensitive interventions can address the underlying causes of malnutrition by incorporating
specific nutrition objectives and actions in the design and implementation of agricultural interventions.
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228.The pathways of change to support the transition from the development problem to the project goal are underpinned by

complementary outputs and outcomes under certain assumptions described below.

229.The first pathway is under component 1.a. The project will establish community-driven agriculture and natural resource-based

nutrition interventions that will produce the following outputs: (i) 28,000 households receive improved climate-smart, gender
responsive, nutrition services and training (FNS, SBCC, various training, promotion of wild foods in local diets); (ii) a conditional
cash grant will target 15,000 people, mainly women, to enable them to implement a home garden and/or raise small livestock,
offsetting the cost and investment of nutritious produce; (iii) 375 villages receive support in the form of training and cash grants
for food preservation and storage, including the creation or rehabilitation of 250 rice banks; and (iv) the project will link 30 primary
schools under the Home Grown School Feeding initiative with local producers to enhance meals provided in school and provide
safe, diverse, nutritious, local foods to school-age children.

230.The above outputs are expected to produce the following outcomes: (i) 14,400 households have improved nutrition and health

231

Knowledge, Attitudes and Practices (KAP) and (ii) 40% of children 6-23 months of age received a Minimum Acceptable Diet
(MAD). For these outcomes to occur, the following assumptions are being made:

Communities, including women and ethnic groups, actively take ownership and participate in the interventions.

Targeted communities want to improve their health and nutrition status.

Targeted communities are the key decision makers for household food purchasing and preparation.

Nutrition and care feeding-practice benefits are understood and relevant to the targeted communities.

Local farmers are interested in engaging in the HGSF initiative and have (or potentially have) suitable agriculture produce to
provide to schools.

.The interventions under component 1.a. directly address dietary diversity, food preservation, child feeding, and health-seeking

practices and the underlying health and environmentally-related causes that go beyond access to food. Interventions can improve
year-long household food security, improve education on nutrition and child-care practices, and improve the socio-economic
status of women by promoting empowerment and gender equality. These aspects lead to improved affordability, accessibility,
and use of nutritious and diverse diets.

232.An interlinked change pathway (component 1.b) is to support 15,000 households in adopting environmentally sustainable and

climate resilient technologies and practices as an outcome of following outputs: (i) 22,400 household members receive
productivity enhancement support by implementing APG grants; (ii) 10,000 households receive inputs or services on climate
resilient or sustainable agriculture practices; (iii) 68,000 ha of land-area receive improved production support; (iv) 1,000 producer-
based organizations are supported.

233.Promoting the agricultural sector with a view to nutrition-sensitive productivity will assist in accelerating nutritional gains in the

targeted communities. It will also enhance the production of diverse and nutritious crops that enrich the quality of diets, including
micronutrient-rich foods and indigenous/wild food crops. The creation of home gardens and small livestock raising promotes the
production of nutrient-rich fruits and vegetables adapted to local conditions. APG investments also contribute to increased food
production and generate income. The assumption is that improved practices are adequate, adopted, and actively disseminated
by farmers who contribute back toward the initial investment (project grants) in kind and mobilise resources to further develop
production. Another assumption underpinning this outcome is that Village Agriculture Technicians, Village Veterinary Workers
and Lead farmers deliver effective, last mile, advisory services to APG members with support from DAFO.

234.A second change pathway, is to (i) build or rehabilitate 500 inclusive and accessible processing, storage, and market facilities

(storage, collection points, etc.); (ii) support 600 producer organization (APGs) to engage in formal partnerships/agreements or
contracts with public or private entities in food value chains via Multi-Stakeholder Platforms (MSP) and matching grant facilities;
(iii) 50 MSMEs join the SBN as new members and receive business development, marketing support, and access to finance; and
(iv) rehabilitate existing rural access tracks.

235.The combined outputs above under component 2 are expected to produce the following outcome: 15,000 households and

farmers report improved physical access to markets, processing, and storage facilities.

236.The third pathway to change is to deliver the following outputs: (i) 30 substantive deliverables on food security and nutrition

processes are completed in the form of multisectoral nutrition plans linked with the current NPAN and SEDP for the period 2021-
2025; (ii) 5 knowledge products are completed with project support related to agriculture, natural resources management
(promotion of wild foods), and food/nutrition security and which contribute to policy dialogue and preparation of NPAN and SEDP
for the period 2026-2030; (iii) around 40 CSOs directly contribute to support communities in implementing their village nutrition
plans and other nutrition sensitive interventions involving women, youth, ethnic groups, and Persons with disabilities.

237.These outputs are expected to result in NDCs endorsing and supporting village nutrition plans as evidence of improved

multisectoral and cross level coordination, which is an outcome of component 3.

238.0verall, the three pathways of change above are expected to result in achieving the Project Development Objective that is to

“enable 28,000 vulnerable households to improve and diversify nutritional and socio-economic outcomes, adopt gender-
transformative practices, build resilience to climate conditions, and improve productive and marketing capacities”.

239.This objective is to be attained through the following complementary pathways: (i) 16,800 households with incomes increased by

20% by 2030; (ii) 14,400 women (80%) reporting Minimum Dietary Diversity (MDD-W); (iii) 16,800 households with climate
change resilience increased by 30% (IFAD resilience scorecard); (iv) 58,800 individuals, specifically women, with improved
empowerment (measured by the IFAD empowerment score card); and (iv) 16,800 households with food insecurity decreased by
20% as measured by the Food Insecurity Experience Scale (FIES).
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240.The above project level outcomes will contribute to deliver the Project Goal which is to enable 28,000 vulnerable households
living in the project area to improve their income by 20% by 2030.

241.The underlying assumption is that stakeholders actively participate, contribute, and take ownership to sustain and further
develop project interventions beyond project completion. This assumption will be verified by assessing: (i) to what extent target
households report they can influence the decision-making of local authorities and project-supported service providers; and (ii) to
what extent target households are satisfied with project-supported services. Stakeholder engagement will be supported by
consultations, FPIC, community-based planning, strengthening of CBOs, and effective feedback loops, including grievance
redress mechanisms.

242.Linkages and complementarity between project output and outcomes are ensured by integrating planning processes at the local
(village nutrition planning, village development plans, APG investment plans, etc.) and district level (district multisector planning,
multi-stakeholder platforms). In addition, the targeting approach ensures that target households receive support from several
interlinked interventions under component 1a, 1b and 2, ensuring a strong complementarity. For example, households
participating in farmer nutrition schools will also be eligible for APG membership and linkages with markets through component 2.

243.The Theory of Change (ToC) is presented graphically as Annex 2.

F. Alignment, ownership and partnerships
Alignment with SDGs

244 As clearly indicated in the Theory of Change, the project interventions will directly contribute to achieving SDGs, in particular
SDG 1 (end poverty), SDG 2 (zero hunger and all forms of malnutrition), and SDG 5 (gender equality).

Alignment with national priorities

245. As stated in Section C, the project design process has been directly informed by the priorities and targets set out in the SEDP IX,
the MAF development strategy and vision to 2030, and the National nutrition strategy and action plan.

246.7he project directly contributes to the oth Five-Year National Socio-economic Development Plan (2021-2025) and its first 4
expected outcomes in particular:

o Outcome 1: Stable, quality, continuous and sustainable economic growth;

o Outcome 2: Improved quality of human resources with enhanced research capacities and abilities to meet development needs
and use science and technologies to improve efficiency and add value to production and services;

e Outcome 3: Gradually enhanced material and mental well-being for people due to increased food and income security; and

e Outcome 4: Environmental Protection and Natural Disaster Risk Reduction.

247.1n addition, the AFN Il component 1 directly contributes to the national agriculture development strategy to 2025 and vision to
2030: “Ensuring food security, producing comparative and competitive potential agricultural commodities, developing clean, safe
and sustainable agriculture and shift gradually to the modernization of a resilient and productive agriculture economy, linking with
rural development contributing to the national economic basis”.

248.The goals set out in the agricultural development strategy are: (i) Efficient, stable climate-adapted agriculture systems to ensure
food and nutrition security and quality marketable surpluses; (ii) Agriculture production meets sanitary, phytosanitary, and
environmental standards; and (iii) Agricultural production creates real jobs and is socially and ecologically sustainable. AFN Il will
directly contribute to all three goals.

249.1n the recent Food System Summit report for Lao PDR, the technical groups of the Member State Dialogue in Lao PDR identified
four key thematic areas: (i) ensuring safe and nutritious food for all; (ii) boosting nature-positive food production at sufficient
scales; (iii) advancing equitable livelihoods and value distribution; and (iv) building resilience to vulnerabilities, shocks, and
stresses. In partnership with the GOL and DPs, IFAD leads Pillar 3 and will translate the plans of FSS into actions. AFN Il will
support sustainable food systems across these four priority areas.

250.Under the framework of the National Strategy on Climate Change, Lao PDR submitted the updated and enhanced Nationally
Determined Contribution (NDC) to the UNFCCC in March 2021. It defines priority actions in the agricultural sector as follows:
flood and drought tolerant rice and vegetable varieties; climate adaptive production practices (SRI: System of Rice Intensification,
CSA, agroforestry, crop diversification); composting and use of Effective Microorganisms (as demonstrated in FNML project and
EM+ Cambodia); reduction of GHG emissions from paddy fields; water harvesting and water saving technologies; plastic-lined
ponds for fish culture; bio-safety measures for poultry production; agro-climate information services (linkages with LACSA); and
renewable energies (solar pumps, solar dryers, etc.).

Alignment with IFAD policies and corporate priorities

251.IFAD corporate-level and country-specific results framework. AFN Il directly contributes to IFAD’s strategic objectives 2016-
2025: (i) Increase poor rural people’s productive capacities; (ii) Increase poor rural people’s benefits from market participation;
and (iii) Strengthen the environmental sustainability and climate resilience of poor rural people’s economic activities.

252.The Strategic Objectives (SO) of the current Country Strategic Opportunities Programme 2018-2024 (COSOP) are: (i) SO1:
“Smallholders have enhanced resilience to natural shocks and improved food security and nutrition”, and (ii) SO2: “Smallholders
benefit from access to financial services and markets”. A COSOP result review was conducted in December 2021 and the report
recommended replacing the COSOP SO2 above with IFAD corporate Strategic Objective SO2 (Increase poor rural people’s
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benefits from market participation).

253.1IFAD’s, cross-cutting priorities are mainstreamed through the gender-transformative and nutrition sensitive approach. Social
inclusion, youth and environment and climate priorities are also addressed.

254.The project is aligned with the WFP Lao PDR Country Strategic Plan (CSP) 2022-2026 under its Strategic Outcome 2:
“Vulnerable groups, in particular women and girls of reproductive age, children under five, and school-aged children, at risk of any
form of malnutrition, have improved nutrition outcomes in line with national targets, by 2026. WFP will provide nutrition services
focused on prevention of malnutrition to targeted populations, while also engaging in technical assistance, advocacy and
evidence-based advice to the Government and other stakeholders, including the private sector.” Additionally, the WFP-CSP
Logframe has been harmonized with the AFN Il Logframe where feasible.

Country ownership

255.The Government of Lao PDR was engaged with the initiative in the first phase of AFN in 2016 and in August 2021 the Ministry of
Finance submitted a formal request to GAFSP for funding the second phase. The request was endorsed by the MAF as the
implementing agency and chair of the Sector Working Group on Agriculture and Rural Development (SWG-ARD). The goal and
objectives of AFN Il directly support the Government priorities in terms of addressing poverty and malnutrition in remote areas.
The project is also aligned to national policies, strategies, and plans as detailed in Section (F.b) above.

256.At concept note stage in 2021, the GAFSP proposal development process involved a wide range of stakeholders at national and
subnational levels through a series of consultation workshops, with total attendance by more than 170 people.

257.The consultations involved nutrition committee members at central, provincial, and district levels (MAF, MoH, MoES and LWU) as
well as other line agencies, MPI, MoF, MOIC, Lao Front for National Development, etc. National research institutions in
agriculture and forestry (NAFRI) as well as international research-oriented organizations were involved and identified as strategic
partners such as CDE. In addition, the consultations involved multi-lateral partners (FAO, UNDP, UNICEF, ILO, etc.), bilateral
development partners (EU, Switzerland, Germany, etc.), and International Financial Institutions (ADB, World Bank, etc.).

258. Civil Society Organizations and international NGOs were also involved in sharing their experience and lessons learned in the
areas of nutrition, agricultural extension, Climate Smart Agriculture, gender mainstreaming, participatory planning, the Gender
Action Learning System (GALS), financial literacy, access to finance (WFDF), market linkages, youth involvement, gender, etc.
Private companies which are members of the SUN Business Network also participated in the consultations such as Lao Farmers
Products and Mai Savanh Lao.

259.Due to ongoing COVID-19 lockdowns during the proposal development process in 2021, field visits to the provinces and districts
could not be carried out. However, during a detail design mission in June 2022 in the AFN Il target provinces and districts, the
views and opinions of target groups in remote communities were collected and are reflected in the design process. Further
consultations in the target provinces involved all stakeholders (national and subnational line agencies, local authorities,
beneficiaries, development partners, private sector, NGOs, and civil society), in order to inform the preparation of the Project
Design Report (PDR) and ensure ownership by all stakeholders.

260.Through its components and interventions, the project will also contribute to tackling the socio-economic issues stemming from
the COVID-19 pandemic and the conflict in Ukraine. The impact of the Ukraine conflict is constantly monitored by GoL and the
MAF. The project strategy is to promote alternatives to imported animal feed (forage production is included as a possible APG
investment) and chemical fertilisers using sustainable intensification approaches.

Harmonization and partnerships

261.Harmonization with on-going projects: The AFN Il project is harmonized with the activities of other development partners in
the same sector of intervention, in particular poverty reduction and nutrition focused projects in the 12 convergence districts,
including: The Poverty Reduction Fund additional financing (PRE, MAF / World Bank); the Health And Nutrition Services Access
Project (HANSA, MoH/World Bank, 2020-2024); the Reducing Rural Poverty And Malnutrition Project (RRPMP, MAF/World Bank,
2019-2024); the Scaling-Up Water Supply, Sanitation and Hygiene Project (Ministry of Public Works and Transport Ministry of
Health / World Bank); and bilateral projects such as the Enhancing Nutrition of Upland Farming Families project (ENUFF, SNV /
SDC, 2020-2024) and NURTURE (USAID). In the framework of the confinancing initiative between IFAD, ADB, and GiZ/GCF (the
PICSA, SRIWMSP, and ERP projects, respectively) the EU is financing a nutrition intervention in Houaphanh and Xiengkhouang
provinces, complementing IFAD-funded nutrition activities in Sayaboury and Luang Prabang under PICSA. In addition, the Lao
Landscape and Livelihood project (LLL project, MAF/World Bank) is being implemented from 2021 to 2027 in 9 provinces
including in Xiengkhouang.

262.Given the intensity of support to communities in the 12 convergence districts, AFN Il will not invest in physical interventions in the
five convergence target districts but will focus on providing support to CBOs for graduation and sustainability and will focus on
synergies through support to the multi sectoral planning process at district level.

263.The following pipeline projects will also complement AFN Il both in terms of geographic target and interventions during the
same time frame, starting in 2023.

264.The concept for the upcoming World-Bank Funded Community Livelihood Enhancement and Resilience (CLEAR) project was
prepared in 2022 and indicates that it will target provinces in Northern and Central areas of Lao PDR.

265.The Climate-resilient integrated farming systems at the interface of research, education, and practice (CRIFS) will be
implemented in Lao PDR by NAFRI, the National University of Lao PDR (NUoL) and CDE as well as in Cambodia and funded by
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the Southeast Asia-Europe joint funding scheme for research and innovation (SEA-EU JES). The project aims to link research,
education, and practice on farms, in order to develop context-specific knowledge about climate-resilient integrated farming
systems (IFS) in Cambodia and Lao PDR, supporting healthy societies through safe and sustainable food, water, and nutrition
systems.

266.FAO is preparing a follow-up to the SAMIS project to further develop the Lao Climate Services for Agriculture (LaCSA). This
follow up project to be funded by GCF, is entitled “Scaling up climate-responsive planning and decision-making for resilient
agriculture and livelihoods in Lao PDR”.

267.Partnership with WFP. The fruitful partnership between the MAF, WFP and IFAD, which underpinned the success of AFN I, will
continue in the second phase with a clear division of work and using the same existing project structures and working
arrangements at different levels. The AFN Il project will harmonise with the on-going National School Meals Programme (NMSP),
implemented by WFP in 15 of the AFN Il target districts. To complement the NSMP, AFN-2 will target 30 schools initially and
continue to work with the government to develop strategies supporting the Home-Grown School Feeding initiative (HGSF).

268.The strategic partnership with NAFRI initiated in phase 1 will continue in phase 2 and will be directed towards promotion and
protection of wild foods and aquatic species with support from CDE. Extension staff who were involved in FNML to promote
sustainable land management technologies and Local Adaptation Investment Plans will be involved to promote SLM
technologies documented in the WOCAT

269.The partnership with the SUN Business Network will allow the strengthening of the outreach and business development
capacity of MSMEs along food supply chains.

270.Partnerships with CSOs will be supported through the Challenge Fund to provide tailor-made services to CBOs in the areas of
Climate Smart Agriculture, business and financial literacy, youth involvement, etc.

271.Academia and education. Options to collaborate with NUoL for curriculum development in novel areas will be explored. These
areas include climate resilient agriculture, importance of wild foods to improve nutrition status, and participatory approaches, such
as the use of the GALS approach. The current USAID funded Applied Nutrition Research Capacity Building (ANRCB)
programme supports the Lao American Nutrition Institute (LANI), which is a potential partner in this area.

G. Costs, benefits and financing

a. Project costs

272.The total cost for the 7-year AFN Il Project is estimated at US$48.29 million (LAK 726 billion, including contingencies. The total
base costs are US$40.77 million (LAK 612 billion). Physical and price contingencies account for US$1.22 million and US$6.43
million, respectively (3% and 15.5% of the total base costs).

273.Baseline investment costs are estimated at US$38.48 million, representing 94% of the baseline cost.

274.The breakdown of costs by component/outputs and financiers is shown in Table 5. The financing plan is presented to highlight
the IFAD Loan, (IFAD12 PBAS allocation is US$13,237,685) and the GAFSP grant of US$20 million. US$12 million of this is
implemented through IFAD and US$8 million is implemented by WFP. The breakdown of the costs by expenditure category and
financiers is shown in Table 6. Total project costs by component and year are shown in Table 7.

275.The project is not selected for climate finance tracking in IFAD.

Table 5: AFN Il Project costs by component (and subcomponents) and financier (Thousands of United States dollars)
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276. Beneficiaries’ contributions are expected in kind (estimated US$2.1 million), while contributions from MSMEs and CSOs are both
expected in cash (US$0.29 million) and in kind (US$1.15 million).

277.The project is designed with a financing gap of 6.7 million. Interventions under the financing gap are: Agricultural Cooperatives
investment fund [44]; half of the planned water related interventions (Multi Use water systems (MUS) and small-scale Irrigation
schemes upgrades and related technical assistance); and rural access tracks and related technical assistance. The project
intends to fill the financing gap by mobilizing resources from IFAD13 and/or grant facilities including: ASAP+, GEF and/or GAFSP
new call for proposals in Sept 2022 to provide grants to fill financing gaps in country-led programs, for which AFN Il is eligible. In
case foreseen additional funds should not materialise, some interventions will be downscaled (e.g., access tracks).

Table 6: AFN Il Project costs by expenditure category and financier (Thousands of United States dollars)
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Table 7: Programme/project costs by component and year (Thousands of United States dollars)
Totals Including Contingencies

2023 2024 2025 2026 2027 2028 2029 Total
1. Component 1: Community-driven agricuture- and
natural resources-based nutrition interventions 2,583 6612 8,315 6,787 2218 866 409 27,790
estabishment
2. Component 2: Business Partnerships and Market 9 05 1303 2044 2552 289 45 7437
Access improvement
3. Component 3: Enabling e nvironment and partnerships 2,636 1712 2,179 2,189 1661 1,367 1,325 13,069
Total PROJE CT COSTS 5,228 2329 11,887 11,020 6,431 3121 1,779 48,295

b. Project financing/co-financing strategy and plan

278.The IFAD loan will finance US$13,234,115 or 27% of total project costs. This includes: US$4.76 million or 17% of Component 1,
for which the total cost is US$27.79 million; US$1.40 million or 19% of Component 2 (US$7.44 million); and US$7.07 or 54% of
Component 3 (US$13.07 million). IFAD contributes US$7.9 million (78%) to the Project Management of US$10.15 million.

279.The IFAD loan is on Blend terms.

o Maturity period. The maturity period is normally fixed at twenty-five (25) years. Borrowers may choose a shorter period prior to
submission of approval to the Executive Board.

o Grace period. The grace period is fixed at five (5) years, starting from the Approval date.

¢ Currencies. Blend terms financing is offered in USS$.

o Service charge. A service charge is payable semi-annually on the principal amount disbursed by the Fund and not yet repaid
by the Borrower. For loans denominated in US$, the Executive Board adjusts the service charges each quarter to account for
the differences in notional interest rates between the relevant currency and the SDR, subject to a floor of 0.75%. The rate is
fixed for the life of the loan based on the related charge in force at the time of loan approval.

o Interest rate. A fixed interest charge is payable semi-annually on the principal amount disbursed by the Fund and not yet
repaid by the Borrower. The interest charge for single currency credits is based on the SDR-denominated rate; it is adjusted
each quarter to account for the differences in notional interest rates between the relevant currency and the SDR, subject to a
floor of 0%.

o Amortization. Repayments are payable semi-annually, starting from the first Payment Date falling within six months of the
grace period. Principal is repaid at 5% of the total principal per annum from years 6 to 25.

280.The GAFSP grant provided is US$20 million of which US$12 million (60%) will be implemented through IFAD as the investment
Supervising Entity and US$8 million (40%) will be implemented through WFP as the Technical Assistance Supervising Entity.

281.The part of the GAFSP grant implemented through IFAD will finance US$12 million or 25% of the project costs, including: (i)
US$8.40 million or 30% of Component 1; (ii) US$0.97 million or 13% of Component 2; and (i) US$2.63 million or 20% of
Component 3.

282.The part of the GAFSP grant implemented through WFP will finance US$8 million or 17% of the project costs, including: (i)
US$6.55 million or 23% of Component 1, and (ii) US$1.54 million or 12% of Component 3.

283.The beneficiaries will finance US$2.13 million or 4.4% of total project costs, including US$1.91 million or 7% of Component 1 and
US$0.22 million or 3% of Component 2. Beneficiaries will contribute 25% of the grants allocated to Agriculture Production Groups
(APGs) and 15% of the investments in Climate Change Adaptation infrastructures (irrigation schemes and Multi-Use water
Systems) and access tracks. Beneficiaries’ contributions are provided in kind in the form of labour and locally sourced
construction materials where feasible.

284.MSMEs and CSOs will finance US$1.44 million or 3% of total project costs, for the matching grant facility under Component 2.
The contributions are expected to be in cash (US$0.29 million) and in kind (US$1.15 million). Civil Society Organizations (CSOs)
and Non-Governmental Organizations (NGOs) will finance US$0.30 million for the Challenge Fund under Component 3.
Contributions from NGOs and CSOs are expected to be in kind (US$0.24 million) and in cash (US$0.06 million).

285.The Government of Lao PDR will finance US$4.78 million or 10% of the total project costs including: (i) US$2.43 million or 9% of
Component 1; (i) US$0.99 million or 13% of Component 2; and (iii) US$1.37 million or 10% of Component 3. The contributions
are mainly in the form of taxes and duties.

c. Disbursement

286. IFAD will be the GAFSP investment Supervising Entity and WFP will be the TA Supervising Entity. GAFSP funding will flow from
the GAFSP account to IFAD and WFP in accordance with their respective mandates. IFAD will negotiate a financing agreement
with the Ministry of Finance (MoF). WFP will negotiate a Memorandum of Agreement for implementation of activities supervised
by WFP with MAF. AFN Il financial management will be governed by MoF decree on the financial management rules applicable
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to Official Development Assistance grant funds, and in line with IFAD guidelines on financial management.

287. The withdrawal and use of funds by AFN Il out of its financing will be governed by the IFAD’s Project Financial Management and
Financial Control Handbook for Borrowers (FMFCLH) and Financing Agreement between IFAD and Lao PDR. The procedures of
disbursement, financial reporting and maintenance of appropriate project records will be described in detail in the Project
Financial Management and Financial Control Arrangements Letter (FMFCL) subsequently after signing the Financing Agreement
between IFAD and the Lao PDR. Three standard disbursement procedures are available for IFAD financing: (i) Advance
withdrawal, (ii) Direct payment, and (i) Reimbursement.

288. Designation letter for authorised signatory. Before disbursement can begin, IFAD must receive, a duly completed Authorised
User(s) Letter, from the designated representative or a sufficiently senior delegated official, designating the name(s) of official(s)
authorised to approve Withdrawal Application(s) and Interim Financial Report(s).

289. The designated delegated officials will be authorised to undertake actions in the IFAD’s systems including the IFAD Client Portal
(ICP) commensurate to the respectively assigned roles, which shall include the electronic submission of documentation through
the ICP. Electronic submission of documentation must be performed in accordance with the Terms and Conditions as included in
FMFCL.

290. Interim Financial Reporting (IFR). IFRs are required both for reporting and disbursement purposes. IFRs for reporting
purposes must be submitted in accordance with the frequency and submission deadlines detailed in Annex 1 of FMFCL. When
submitted as a component of Withdrawal Applications, IFRs must be submitted in a form and quality acceptable to IFAD.

291. Expenditure thresholds and supporting documentation. Each Withdrawal Application shall be submitted to IFAD in
accordance with the requirements set out in FMFCL. Where deemed applicable by IFAD, expenditure thresholds (also referred
to as statement of expenditure thresholds or SOEs) may be determined at financing instrument, expense category and/or
contract levels. Expenditure items or contracts that exceed the expenditure threshold/s, where applicable, must be accompanied
by copies of relevant supporting documentation.

292. Designated Accounts and Project Accounts. The MoF shall open two Designated Accounts (DA) denominated in US dollars
in the Bank of Lao PDR for receiving and holding the loan and grant proceeds. The Designated Account will be protected against
set-off, seizure or attachment on terms and conditions proposed by the Borrower and accepted by IFAD, in accordance with the
Financing Agreement and Section 4.04(d) of the General Conditions. The Borrower shall inform the Fund of the officials
authorized to operate the DA. Upon fulfillment of conditions precedent, MoF will: (i) transmit Withdrawal Applications (WAs) and
IFRs to IFAD:; (ii) receive IFAD advances for loan and grant into the DA; and (iii) transfer the funds from the DA to the Project
Account (PA) based on the AWPB and replenishment requests. MOF shall ensure that funds required by NPCO are transferred
without delay. NPCO will ensure that replenishment requests from implementing agencies are in order and that timely WAs are
sent to IFAD (through MoF), with appropriate supporting documentation.

293. The NPCO shall open and maintain an account denominated in LAK for project operations, the “Project Account”. The Project
Account shall be funded and replenished as necessary from the resources held in the Designated Accounts, upon request of the
NPCO and in accordance with expenditures incurred under approved AWPBs. The NPC (with a co-signature) shall be fully
authorized to operate the relevant Project Account.

294. Retroactive financing. To facilitate the transition and continuity from AFN 1 to AFN II, retroactive financing may be applicable to
project. Provisions for retroactive financing will be included in Section E of the Financing Agreement (FA) as an exception to the
GC. To be eligible for retroactive financing, expenditures shall meet the criteria of reasonable cost of goods, works and services
required for the project and shall be procured in conformity with the Fund’s Procurement Guidelines.

295. Maximum amount that may be withdrawn for retroactive financing may be a specific amount for each category or a global
amount for two or more categories, preferably expressed in the loan denomination currency. This amount should normally not
exceed 10% of the financing. Expenditures will only be eligible for retroactive financing and thus reimbursed to the
Borrower/Recipient after entry into force of the FA and satisfactory compliance with any conditions precedent to first withdrawal.
The date after which expenditures become eligible for retroactive financing should not be earlier than the project design date.
Since the legal documents specify that expenditures after this date are eligible, it is preferable to choose the last day of a month
as the ‘deadline’ date, particularly in cases where claims will be submitted on the basis of IFRs.

d. Summary of benefits and economic analysis

296.The detailed Economic and Financial Analysis (EFA) is available in Annex 4 of the PDR. AFN Il intends to reach at least 168,000
persons as beneficiaries (equivalent to about 28,000 rural households) in twenty districts and six provinces. The primary target is
rural households who depend on agriculture for their economic livelihoods and are at risk of food insecurity and malnutrition.

297.Supposing an adoption rate of 70%, the Project effectively contributes to sustainable and inclusive local economic development
for approximately 118,000 people (19,600 households). The financial and economic analysis of the Project is presented in Annex
4 and summarized below.

298.The primary source of the economic benefits of the project is derived directly from subcomponents 1a and 1b under component 1
and component 2. The rest of the project activities will create an enabling environment for the project to achieve the intended
economic benefits. 15 Economic Models are developed to assess the impact on the target beneficiary and the society.

Table 8: Primary source of economic benefits of the project
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Component Subcomponent Activity Model

Subcomponent 1a: Improved
nutritional status of women, children,
girls, and other vulnerable groups

Integrated Home Garden |1. Integrated Home Garden for
establishment. Nutrition

2. Poultry raising
3. Pig raising
4. Goat raising

5. Cardamom farm

Component 1: Community Community-Based

driven agriculture and natural Organizations (CBOs) 6. Galangal farm

resources-based nutrition Strengthening

interventions establishment Subcomponent 1b: Improved 7. Forage farm
agricultural productivity of selected )
commodities 8. Fish culture

9. Banana farm

10. Vegetables under net-house

Climate Change

Adaptation infrastructures
(irrigation /MUS) built and 12
upgraded

11. Irrigation (rice)

. Irrigation (diversified crops)

Support to .MSME in food 13. Banana processing
supply chains

Component 2: Business
Partnerships and Market Access

Improvement

Market related 14. Access tracks

infrastructures 15. Water supply

Financial analysis

299.The results of the Financial Analysis show that all proposed activities are overall very profitable with positive NPVs at the
discount rate of 10% (the current 7 years government bond is 7.2% but the government is planning to increase the rate to 10%
next year. Therefore, a discount rate of 10% is used as a best-case scenario). The results of the Financial Analysis show that all
proposed activities are profitable with positive NPVs. Of all the activities modelled, goat raising appear particularly more profitable
than others. Galangal has the highest cost benefit ratio and cardamom has highest return to family labor. Irrigated wet season
rice, forage production, and integrated home garden grants are the less profitable businesses to be promoted by the project. The
latter is primarily for household consumption, thereby increasing the nutritional status of beneficiary households. Forage
production is mainly carried out as an input for the livestock models.

300. Following the results from AFN I, the on-farm income reached 50% of the household income. Based on this assumption, the
proxy facility income was calculated. The result of the Financial Analysis shows that all proposed activities have positive impacts
on food security at the project-household beneficiary level. Irrigation for crop diversification, wet season rice, poultry production,
goat raising, pig raising, banana production, and greenhouse vegetable production have positive impacts on the poverty situation
of the beneficiary households. Poultry production, goat raising, and irrigation for crop diversification activities have positive
impacts on both poverty and nutrition at the beneficiary household level.

301.The cash flow analysis confirms that all activities generate a positive annual cash flow. The investment from the project is LAK
3,600,000 per household. The beneficiaries should be able to pay-back their loan after 3 years. All models are financially viable to
target beneficiaries. Irrigated crop diversification after wet season rice generates the highest annual cash flow.

302.The results of the Financial Analysis show that although all proposed activities have positive NPVs, poultry raising, goat
raising, and irrigated crop diversification after wet season rice activities are the most attractive for the target beneficiary.
They are the most profitable, less risky and have a positive impact on poverty, food security, and nutrition.

303.Pig Raising is probably still less attractive due to the Asian Swine Flu outbreak. During the midline survey, AFN | also reported
that there was a large reduction in the production and sale numbers for pigs in all provinces. However, during the last Impact
Survey in 2021, numbers had rebounded slightly to pre-project levels. The economic and financial data from AFN | showed that
the Asian Swine Flu outbreak resulted in a temporary reduction in production at mid-term stage. The numbers had rebounded in
2021 as the disease outbreak subsided. Risks will be assessed at implementation stage through preparation and review of APG
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grant proposals.
Economic analysis

304.The results of the Economic Analysis over a 20-year period, which includes all the activities previously described, including the
nutrition benefits, show that the project is very profitable, with an NPV of LAK 507,621,786,567 corresponding to US$34,281,385
and an Economic Rate of Return of 26%. These results are very satisfactory, particularly because some of the benefits are not
quantified, including job creation linked to infrastructure maintenance and the health benefits from having more nutritious meals
in the family.

305. A sensitivity analysis confirms that the project would remain profitable in the event of a 28% cost increase or 17% decrease in
benefits or a 11% cost increase and a 10% decrease in benefits. The project would also remain profitable if benefits were
delayed by one year.

e. Exit Strategy and Sustainability

306.The exit strategy was an important topic in consultations with stakeholders during the design process. Public agencies and
communities are aware that development project interventions are commonly at risk of being discontinued after project funding
has been phased out. Generally, government line agencies and communities lack technical and organizational capacity and
financial resources to operate and maintain infrastructures and/or further develop and disseminate activities introduced by the
project. The views of stakeholders on this mainly refer to limited GoL financial resources for sustaining infrastructure and
productive investments after project completion. These have been taken in account in the design by using: simple tested
approaches; appropriate low-maintenance technologies to avoid high maintenance and repair costs; and low-cost/quick return
solutions to promote further investment by smallholders.

307.To ensure its sustainability, the AFN 1l Project will continue to use existing government structures at different levels and also local
organizations to support project planning, implementation, and supervision of project activities. In addition, the AFN Il Project will
work with private enterprises to develop business activities and partnerships with farmers groups beyond project completion and
continue to deliver services to target communities and smallholder farmers.

308.Therefore, one of the conditions to maximise the potential for sustainability is to ensure that the design only includes interventions
that can be implemented and supported by beneficiaries and other stakeholders over the long term. This condition warrants
simple approaches, appropriate low-maintenance technologies, and low-cost/quick return solutions, in particular in the context of
the Lao PDR upland areas where capacities at village and district level are generally low.

309.A second important condition of sustainability highlighted in recent IFAD working papers on sustainability is the crucial
importance of project ownership by government and community organizations as well as the viability of activities In
addition to the strong emphasis on the community planning and feedback system, the approaches and interventions included in
the present design intend to respond to this imperative by replicating and scaling up activities (tested and proven under AFN |
and FNML) and stemming from local decision-making processes and planning (farmer nutrition schools, grants facilities, etc.).
Considered as a start-up push, these activities are expected to be further developed through contributions and/or subsequent
rounds of investments by the communities themselves. This can only occur if the communities gain direct and substantial short-
term benefits from demonstrated activities and if they can mobilize the means to further continue investments.

310.As a general principle, AFN Il will adopt a graduation approach whenever possible, by providing support to existing community-
based organizations who have already been established, organised, trained, and coached. Support will be tailored to CBOs
existing capacities by adopting dedicated maturity score cards to regularly track progress made by CBOs. This approach is
expected to be more efficient by saving on mobilization costs and time and is also expected to generate quicker and more
sustainable results during the 7-year project lifetime. This approach may generate incentives for investment beyond the provision
of initial grants to CBOs.

311.Based on the IFAD project design guidelines (Annex V Technical note — Developing exit strategies in IFAD projects), the
objective of the exit strategy is to ensure that at project completion: (i) Institutions established and/or supported by the project
have the capacity to maintain and further develop their structures, functions, roles and responsibilities while respecting good
governance, gender equality, and social inclusion. This will be monitored regularly through project adapted score cards or simple
survey; (ii) Physical infrastructures supported by the project are owned and managed by adequate governance and O&M
institutions in line with their institutional mandate and with adequate organizational structures and financial means to ensure long
term operation, maintenance, and further development as relevant; (i) Private sector entities (MSME, MSP, etc.) supported by
the project become financially independent and are able to maintain and develop their business activities and partnerships with
farmer groups beyond project completion and continue to deliver services to them; (iv) Main investment activities (including
promoted farming practices, infrastructure investments, post-harvest activities etc.) are economically and environmentally viable
after project completion; this will be ensured through quality community-driven processes and screening of the economic, social,
and environmental viability of promoted activities; (v) community groups are linked to relevant public-private institutions to
continue accessing services and inputs in order to continue engaging in viable project activities (i.e. market partnership, but also
linkage with extension systems, lead farmers/entrepreneurs to facilitate access to inputs, seeds and services, access to credit
etc.); (v) the project will ensure that quality replication guidelines and videos are produced to facilitate continuity and scaling
up of relevant training and approaches

312.The draft Exit strategy in Annex 11 of the PDR lays out the sustainability pathways for each activity, exploring the various options
(phasing down, phasing over, and phasing out) with an analysis of associated risks. The link with dedicated tracking tools for
sustainability and KM functions is also highlighted. The exit strategy will be further developed with the project management unit
and implementing agency from start up to ensure it is owned and adapted to project development. The exit strategy process shall
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later lead to a sustainability plan to be signed by the relevant required entity committing to the specific actions.

3. Risks

313. Annex 9 presents the Integrated Risk Framework (IRF), with fiduciary risks reviewed in detail. Identified risks are addressed in
the project design through a mitigation measure; or externalized as Logframe indicators (see Annex 1), which (i) are expected to
hold, and (ii) which will be monitored during implementation so that additional mitigation measures may be taken if need be.

314. The overall risk profile is medium. To ensure adequate risk mitigation, AFN Il will employ financial management staff at district
levels; and apply a comprehensive package of financial management measures.

315. Financial risks. AFN Il replicates the success of the phase 1 (AFN 1, SSFSNP-GAFSP) with the intention that most of the NPCO
staff of Phase 1 will be retained, project’s governance, current FM systems and arrangements will continue into phase 2. For this
reason, the financial management inherent risk is moderate (high in section 371) and residual risk is low.

316. Mitigation actions: (i) Enhance accounting software with budgeting module and usage by Provincial level, (ii) Procurement of
Auditing service aligned with IFAD requirement (at least 1 month before the audited year), (iii) Capacity building to new finance
staff at department, and district units.

I. Environment and Social category

317.The environmental and social risk category for the project is assessed as High. This is due to the project being sited in
areas inhabited by ethnic groups (indigenous peoples) with risks under other SECAP standards rated mostly as low or in few
cases as moderate. Ethnic groups represent 85% of the population in the target districts and at least 70% of the target
beneficiaries will be members of ethnic groups. To mitigate potential risks, an Indigenous Peoples Plan (IPP), a Free, Prior and
Informed Consent (FPIC) plan, and a grievance redress mechanism have been formulated, along with an Abbreviated
Environment, Social and Climate Management Framework. Furthermore, the SECAP Review Note includes: (i) a sociocultural
and land tenure assessment; (ii) analysis of the specific characteristics of each ethnic group or historically underserved local
community; (iii) a strategy for working with indigenous peoples; and (iv) documentation of the FPIC process.

318.The project’s strong participatory approach and implementation of FPIC processes will ensure that such topics are discussed
with community institutions and within village planning to identify mechanisms for strengthening required user rights. This will
facilitate the proposed activities and be a pre-condition for some investments requiring longer tenure rights (such as agro-
forestry, NFTP etc.).

319.1n addition, the project NPCO will be supported by a full time Environment/Natural Resources Management and Climate Change
Specialist to ensure sustainable management of the available natural resources in the communities and promote climate resilient
technologies and practices.

320.Note: IFAD does not provide support to a Financial Intermediary under AFN II. IFAD and GAFSP, as co-financiers, agreed to a
common approach to address environmental, social, and climate risks and this is aligned with the requirements set out in the
IFAD SECAP guidelines. There are no additional studies required (and/or disclosed) prior to the start of activities during
implementation.

J. Climate Risk classification

321.As per the SECAP screening tool, the Climate risk category of the project is assessed as moderate. Key climate-related
hazards identified in the project area are landslides, cyclones, extreme heat, and wildfires. Water scarcity is assessed a low, as
long as the abundant surface and groundwater resources can be mobilised in a sustainable manner. An analysis of water
resources in target sub-watersheds has been included in the SECAP note.

322.Regarding exposure to climate risks, the geography in the target districts has areas exposed to weather-related natural hazards,
including tropical areas (rainforests) and riverbanks. The project targets agricultural systems, ecosystems, and livelihoods that
are exposed to weather-related hazards including rainfall variability, prolonged droughts, floods, changes in temperature, and
pests and diseases. Livestock productivity is affected frequently by rainfall variability, prolonged droughts, changes in
temperature or diseases. The biodiversity in the project area is likely to be affected by changes in climate variables.

323.1n terms of sensitivity, the SECAP screening tool has highlighted sensitivity in terms of social inequalities (e.g., based on gender,
youth, indigenous persons, and other marginalized groups), which are being exacerbated by climate change. In addition, the
human development score for Lao PDR is above 5 (5.7) and the Multidimensional Poverty Index is also above 5 (7.5).

324. Adaptive capacity in the face of climate hazards has been assessed as having a score of 3.75 using the SECAP screening tool.
To some extent, Lao PDR still lacks disaster coping capacity although it has been improving recently (DDR score of 6.1 as per
the INFORM tool) and climate and weather information services are not effectively being delivered to farmers, rural dwellers, and
end users. However, the country has an early action plan (preparedness and emergency response) to mitigate the impacts of
weather-related hazards once the shock occurs.

325.A literature review of downscaled climate vulnerability assessments has been included in the SECAP note to ensure that the risks
identified are fully understood and addressed.
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4. Implementation

K. Organizational Framework
a. Project management and coordination

326.The implementation arrangements will broadly follow the structure and processes in place for the implementation of phase 1 of
AFN. The Ministry of Agriculture and Forestry will be the implementing agency through its Department of Planning and
Cooperation (DoPC). The project organogram is available in the PIM in Annex 8.

327.Coordination mechanisms will be similar broadly to the ones successfully applied by AFN I. This includes strengthening multi-
sectoral coordination and planning at the district and village level, which will bring together community groups and different
sectors and ensure convergence with programmes implemented by other partners.

328.Steering Committees. Overall, policy direction and strategic guidance of the AFN Il Project management and its implementation
will be provided by the National Project Steering Committee (NPSC), which will convene on a yearly basis. The Provincial Project
Steering Committee (PPSC) will be set up to have the role of approving the annual AWPBs and annual progress and financial
reports prepared by districts.

329.The District Social Economic Development Committees (DSEDPC) will act as District Project Steering Committees (DPSC). It
will meet quarterly to endorse the District AWPB and review the semi-annual project progress reports. The DPSC will also review
and approve individual farmer group production plans, district multi-sector plans, and others.

330.Operations at national level: The DoPC is assigned by the MAF to act as the lead agency with overall responsibility for Project
implementation, but which it delegates to the National Project Coordinator (NPC). The NPC will work full-time for the Project and
will have no additional responsibilities within any other ministry department. The major responsibilities of the NPC will be to
ensure that the involved central, provincial, and district agencies and villages carry out Programme activities in line with the
Programme approach, operating schedules, and procedures.

331.The National Project Coordination Office (NPCO) directly manages project implementation in coordination with the province and
district level project coordinators and technical departments (NAFRI) and line agencies. NPCO is supported by a full-time
international Chief Technical Assistant (CTA) and a TA team as follows:

o Fiduciary: Financial Management Officer, Assistant Finance Officer, an Accountant, and a Cashier; a Procurement Officer and
a Procurement Assistant.

o Technical aspects: (i) Agriculture and advisory services Specialist; (ii) a Food Processing and Food Safety Specialist; (iii) an
engineer for water infrastructures and for access tracks; (iv) a Business Multi-stakeholder Platform Coordinator; and (v) a CSO
Partnerships Coordinator.

e Mainstreaming priorities: Environmental/Natural Resources Management/ Climate Change Specialist and a Social Inclusion
Advisor.

o M&E, KM, and others: a Monitoring and Evaluation Specialist; two Knowledge Management Officers; an administrative officer;
a translator; and other support functions.

332. At provincial level, PAFO will appoint a provincial project coordinator (PPC), but will not maintain a coordination office, following
arrangements similar to AFN |I.

333.The District Project Coordination Office (DPCO) in DAFO will serve as a focal point for the planning, implementation, and
monitoring of AFN Il activities at district and village level. A full-time District Project Coordinator (DPC) will be seconded from
DAFO. In the 15 convergence districts, project implementation will be supported by a TA team consisting of: (i) an M&E Advisor;
(i) a District Agriculture Advisor; (iii) a procurement officer; (iv) an Accountant; and (v) a Driver.

334.Community Mobilisers recruited locally in the project target areas will be in charge of liaising between the Group Support Team
(GST) and the target groups at village level.

335.The GST is formed of the DPC from DAFO and full-time, assigned, focal Persons from each District Technical Office. The DPCO
will serve as a focal point for technical support for all AFN Il activities and is the main implementing agency for AFN Il at the local
level.

336.Beside the CTA, WFP will provide several specialist staff at National, Provincial, and District levels to implement the activities
under WFP supervision together with project partners. Their role will be restricted to the activities WFP is responsible for:
“Improved nutritional status of women, children, girls, and other vulnerable groups” and “Multisector planning and coordination”.
Proposed staffing will consist of up to 2 full time staff at the provincial level and 1 full-time staff at the district level. Both positions
will be embedded in PAFO and DAFO when possible and if sufficient space is available. At the national level, WFP will provide
international and national sector specialists on a part-time basis, including financial and administrative support.

337.The detailed Terms of References (Biodiversity) for each unit and key staff can be found in Appendix 2 of the Project
Implementation Manual, in Annex 8 of the PDR.

338.Inter-agency coordination: IFAD and WFP will ensure a coordination mechanism based on quarterly meetings to review the

performance of the project as per the AWPB and to identify challenges and bottlenecks as well as mitigation measures. At
provincial and district levels, monthly meetings will be called by the PAFO and DAFO project coordinators to review and
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coordinate activities.
b. Financial Management, Procurement and Governance

339.The implementation arrangements will broadly follow the structure, policy and processes in place for the implementation of the
phase 1 of AFN. MAF will be the implementing agency, through DoPC.

340. As custodians of funds in the Project Account, NPCO will undertake the following financial management tasks:
341.(a) Ensure that project expenditure items and practices are consistent with those of the Government and IFAD;

342.(b)  Ensure that Project suppliers and locally paid staff are paid promptly and adequately through liaison with Ministry of
Finance and the IFAD Country Office staff;

343.(c) Ensure that Project expenditure is being coded correctly and consistently and that project funds are used solely for the
purposes for which they were granted and in accordance with relevant IFAD guidelines;

344.(d) Establish an asset register for all assets purchased by or provided to the Project in line with standard IFAD policies;

345.(e)  Check monthly Project financial report for accuracy and appropriateness, and ensure the Finance Manager is current with
events concerning financial reporting issues, errors, trends, payment delays and related matters; and,

346.(f) Monitor expenditure on a monthly basis against the approved AWPB in order to prepare and send timely fund withdrawal
applications to IFAD and review expenditure projections to ensure that expenditure stays within budget. Significant actual or
anticipated expenditure variances against the budget should be included in the monthly report to line management together with
any recommendations for changes to the budget.

347. The Financial Management Officer at NPCO will be responsible for the actual management of these tasks and will report to the
NPCO.

348. MAF, through the NPCO, will be accountable to the government and IFAD for the proper use of funds in line with legal
agreements. Project accounting systems will be consistent with international accounting standards and with government
requirements and internal financial controls will regularly be applied.

349. The withdrawal and use of funds by AFN Il out of its financing will be governed by the IFAD’s Project Financial Management and
Financial Control Handbook for Borrowers (FMFCH) and Financing Agreement between IFAD and the Lao PDR. The procedures
of disbursement, financial reporting and maintenance of appropriate project records will be described in detail in the Project
Financial Management and Financial Control Arrangements Letter (FMFCL) subsequently after signing the Financing Agreement
between IFAD and the Lao PDR. Three standard disbursement procedures are available for IFAD financing: (i) Advance
withdrawal through the Revolving Fund approach; (ii) Direct payment (requirements for such payments will be communicated in
the FMFCL); (iii) Reimbursement.

350. Planning and Budgeting. The Project formulates both annual and longer-term work plans. They define the project activities
which will be implemented and detail these activities year by year. They are a compilation of the plans of the different functional
units and include the required budgets. The Project prepares Quarterly/Yearly Contract Award and Disbursement plan which fits
with government regulations and activities timeline as well as IFAD’s requirements. The budget is monitored to ensure that it
respects the annual work plan and the time frame set to complete the tasks successfully.

351. Internal control. The current Financial Management Manual for AFN will be adapted for phase 2 with modification (a draft EM
manual is available in Appendix 4 of the PIM). Internal control includes all the policies and procedures and aims at ensuring that
the project is implemented in an orderly and efficient way. This includes the adherence to management policies, the safeguarding
of the assets, the detection of fraud and error, the accuracy and completeness of accounting records and the timely preparation
of reliable financial information. The concept and mechanics of internal control is key to any Project where through proper
governance, guidance and oversight, management is able to effectively monitor movements of all Project activities and at the
same time have the ability to backtrack to areas where there had been a control breakdown to access damage and recommend
immediate remedial measures.

352. Accounting systems, policies, procedures and financial reporting. AFN Il FM system shall adapt the current structure,
policy and system of existing AFN and continue to enhance to fulfill the design and activities of AFN Il. AFN Il shall continue to
use the current accounting software from phase 1 with customizations to tailor the need of FM of AFN II. The accounting software
can fit the IFAD IFR reporting requirements and shall be able to report different source of financing and annual financial reports.

353. IFRs shall be done on quarterly basis to report the last quarter expenditure in coming 2 quarters forecast, project shall insure
reliability and timely issue of the IFR in accordance with guidance in FMFCL issued by IFAD.

354. External Audit. The annual financial statements for the Project shall be subject to annual audit by an external auditor. The audit
shall be performed with due diligence, in particular in respect of the effectiveness of the project internal control system, and the
accuracy and completeness of the financial statements according to the TOR acceptable to IFAD. Contracts with the Auditor
must be completed 1 month prior to the audit year. The Audit Report and accompanying audited financial statements shall be
received by IFAD no later than 6 (six) months after the end of the fiscal year or period which the audit covers. As the country
fiscal year is ending December 31, the audit reports are therefore due to be submitted by June 30 each year. The cost of audit
will be paid out of Project funds as an authorized expenditure.
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355.Procurement risk assessment was conducted using the Methodology for Assessing Procurement Systems (MAPS). The
Procurement Risk Matrix (PDR Annex 1: Logical Framework (Logframe)

356.) is in Annex 10. The assessment of the national procurement system showed a relatively medium risk. The procurement
strategy for mitigating risks is to decentralize procurement at the central and local levels together with capacity building for
procurement staff. In order to establish a public procurement system, including a sanction/debarment system, the GoL should
expedite dialogue and have a capacity building programme for relevant stakeholders on understanding, monitoring, and
improving public procurement. The use of IFAD’s Standard Procurement Documents will be required. The participation of citizens
in supervising and monitoring processed and the introducing procurement audits should be promoted. Procurement will be
monitored by better preparation of procurement plans, use of contract monitoring tools (CMTs), and establishing a procurement
database.

357.Lessons learned from AFN-1 were considered during the design phase. The Project will use procurement procedures guided by
GolL'’s Public Procurement Law and IFAD Procurement Guidelines. WFP procurement rules will apply to the parts managed by
WEFP. Detailed guidelines on procurement for other components will be set out in the AFN 1l Project Procurement Manual. A draft
of the Procurement Manual is available in Appendix 5 of the PIM.

358.A draft Procurement Plan for the initial 18 months of ANF Il is detailed in Annex 7 of the PDR. It will be finalized by the NPCO at
the beginning of project implementation. Procurement methods for works, goods, and related non-consulting services include
International Competitive Bidding (ICB)[45], National Competitive Bidding (NCB), and Shopping (IS/NS). Procurement methods
for consulting services and related non-consulting services will include: Quality and Cost Based Selection (QCBS); Quality Cost
Based Selection (QCBS); Fixed Budget Selection (FBS); Least Cost Selection (LCS); Consultants Qualification Selection (CQS);
and Individual Consultants Selection (ICS). Shortlisting following a Request for an Expression of Interest is mandatory for all
consulting service contracts.

359.All direct contracts shall be subject to IFAD’s No Objection under prior review regardless of values for procurement of works,
goods, Sole/Single Source Selection (SSS) for consulting services, and related non-consulting services. The use of Force
Account is not allowed. Procurement with community participation will be applied to infrastructure schemes that use intensive un-
skilled labour and simple techniques such as access tracks, small scale irrigation systems, and market-related infrastructure with
the contracts estimated at US$30,000 or less.

360.NPCO will provide support and training in procurement to build capacity at the provincial and district levels and among farmer
groups. Procurement capacity at the central level will be strengthened via IFAD’s BUILDPROC grant which is a strategic tool for
capacity development. NPCO is requested to assign procurement staff to be accredited as a part of BUILDPROC capacity
development. DAFOs in non-convergence districts will recruit procurement consultants to support village implementation teams
in procurement implementation and NPCO in procurement monitoring at the district and village levels.

361.NPCO is responsible to periodically updating the contract data of all contracts in the ICP-CMT system. PAFOs and DAFOs are
responsible for gathering and providing accurate contract data from provincial, district, and village levels. Contract data in the
ICP-CMT system will help IFAD and the MAF to monitor project implementation progress and the progress of individual
contracts.

L. Planning, M&E, Learning, KM and Communication
a. Planning, M&E, Learning, Knowledge Management and Communication

Planning

362.The annual Work Plan and Budget (AWPB) of the AFN Il Project is the project’s main management tool. Its key objective is to
plan and budget project activities for each fiscal year. This is developed based on action plans prepared by other line agencies
and VDPs (except in the first year as VDP are not yet available).

363.The principles of planning are: (i) Simplicity: to meet reporting requirements, the project will use a standard table format to build
the annual AWPB, the annual physical and financial progress report; (ii) Link with logframe: The planned activities and budgets
are justified by expected outputs, outcomes, and objectives; and (iii) The Financial Agreement and Project Logframe form the
core of annual planning. The process to develop and implement the AWPBis described in the PIM.

Monitoring and Evaluation.

364.A draft M&E manual is available in Appendix 2 of the PIM. It will be further developed during the first year of implementation. The
project M&E system will apply IFAD Core Outcome Indicators (COIl) measurement guidelines to measure all IFAD COls at
baseline, mid-term, and completion. M&E training will be conducted for district-level M&E TA and an automated bilingual system
will be created. To avoid double counting, a household ID system will be integrated into the database with a summary table of
project beneficiaries disaggregated by sex, age, and ethnicity. The M&E system in AFN Il will have the following objectives:

365.Monitor and Manage Project Progress. Information is collected to measure the progress of the project against planned
activities and production of outputs. This will also include assessing the quality of the activities and outputs in achieving the
desired outcomes.

366.Assess Project Outcomes and Impact. The Project M&E system will capture information to enable decision-makers to assess
the short and medium-term effects of project interventions (outcomes) in terms of having an impact on the targeted groups
(development objective) and contributing to the overall impact (project goal).
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367.Capture and Disseminate Lessons Learned and Good Practices . The project will consolidate both positive and negative
lessons learned regarding implementation and the impact of the various project approaches. Good practices will be documented
and disseminated.

368.Build Capacities for Government and local partners. The project M&E system will be used as an example for monitoring
other MAF programmes and projects, including the Lao PDR Agricultural Development Strategy linked to the MAF-ProMIS.

369.The AFN Il M&E system is a simple, focused, and results-based system that was initially developed under AFN I. The final M&E
system will be completed during the last 6 months of AFN Il in Q1-2 of 2023. It will be fully functional during project start-up and
be harmonized with PICSA’s PIMES system. Besides being cloud-based, it will further link physical and financial progress and
generate regular reports, including semi-annual and annual Physical and Financial Progress Reports as per IFAD requirements.
The project will also apply a GIS mapping tool to analyse project progress.

370.The Project Logframe will constitute the basis for the 3-tier M&E system: (i) output monitoring with a focus on physical and
financial inputs, activities, and outputs; (ii) outcome monitoring for the measurement of benefits at household and community
levels; and (iii) impact assessment evaluating project impact for the target groups compared to the objectives. The system will
comply with IFAD requirements, but also has to comply with specific GAFSP and WFP ones as well. Relevant data, analysis, and
reporting will be disaggregated by gender, age, and ethnicity. The data will inform the preparation of the aforementioned AWPBs
and annual progress reports which are compatible with ORMS. The NPCO M&E unit will carry out annual outcome surveys
(AOS) to measure changes as a result of programme interventions and provide rapid feedback on progress toward programme
objectives.

371.1n addition to the mandatory IFAD indicators, other performance indicators at the different levels have been identified during the
project design phases as shown in the project Logical Framework. These include specific, mandatory, GAFSP indicators and
those from the WFP Country Strategic Plan 2021-2026.

372.Project Management Information System (ProMIS). The ProMIS is managed by DoPC and tracks development projects under
the MAF. It has been established with support from FAO and an IT service provider and has been functional since late 2021. The
project will provide technical support to DoPC to upgrade the ProMIS database system and train provincial staff in data entry and
monitoring.

Learning, Knowledge Management, and Communication

373.A draft KM action plan is included in Appendix 3 of the PIM. The KM plan will be further developed during the first year of
implementation. AFN Il KM activities will support the effective flow of relevant information between project staff, beneficiaries,
and other stakeholders, both in-country and outside. The objective of knowledge management is to ensure project units are able
to generate and document knowledge that is useful for building practical know-how that helps improve project performance and
results. Output, outcome, and impact data generated by the M&E system will inform high-quality case studies, briefs, and reports.
The NPCO will document the emerging experiences, lessons, and best practices and share them widely. Additional technical
assistance will be sourced by the NPCO for producing knowledge products as needed. All knowledge products will be
communicated through the relevant channels to enhance learning, policy dialogue, and potential scaling-up of successful
interventions. Specific knowledge products may be developed for GAFSP, IFAD, and WFP purposes.

374.Several dedicated knowledge management and communication products will be produced on behavioural change through SBCC,
gender-transformative approaches, and the promotion and conservation of wild foods.

375.1FAD greater visibility: the IFAD team in Lao PDR will ensure that IFAD delivers KM products on AFN Il and that they are
published on both GAFSP and IFAD websites, among others. Overall, the IFAD team in Lao PDR will ensure that IFAD and WFP
are equally mentioned on mass and social media in relation to AFN I, increasing its engagement with GAFSP and other
stakeholders.

376.Policy engagement. Building on AFN I, AFN Il will generate substantial experience in rural development in the areas of food
systems, food security, nutrition, and value chains with market linkages. This experience offers the GoL an opportunity to review
its present enabling environment for farmer group development and management and value chains, including the related policy,
legal and regulatory frameworks. The Project design will therefore include resources to support national dialogue on farmer group
development and management, nutrition, and value chain development.

377.The policy engagement approach of the project works through: (i) Evidence based support to multisectoral planning and
coordination at the district level; (ii) Support for multisectoral planning to foster integration of lessons learned in the formulation
process of the Nutrition Strategy and action plan 2026-2030 and their integration into the social economic development plan
SEDP X (2026-2030); (iii) Developing KM products on agriculture and natural resources management (promotion of wild foods);
and (iv) Supporting food/nutrition security which will contribute to policy dialogue and the preparation of the NPAN and SEDP for
2026-2030. The lessons learned from project implementation will be presented to decision makers in project steering committee
meetings and regular project technical meetings. When validated, these lessons will be presented at Sub Working Group on
Agriculture and Rural Development meetings and UN events. This approach will also increase IFAD visibility as a key
Development Partner in the Agriculture and Rural development sector.

378.The project will also contribute to policy action by strengthening the capacity of CBOs to engage in policy processes at all levels.
The project will support district authorities and line agencies to facilitate the integration of multi-sectoral planning for nutrition

(NNSPA) into the preparation of the next SEDP 2026-2030. This planning integration exercise will activate feedback loops from
the field to the planning and decision-making level.

b. Innovation and scaling up
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379.The innovative aspects of the AFN Il design include: (i) A multi-sectoral approach to nutritional planning on the provincial, district
and village levels (convergence planning) involving all government stakeholders; (ii) A demand-led approach to linking markets
actors which is implemented through stakeholder consultations using the Multi-Stakeholder Platform approach and includes the
SUN Business Network; (iii) Development and piloting of additional innovations related to gender empowerment and social
norms change (such as GALS); (iv) The use of innovative nutrition related SBCC activities to effectively reach all intended target
groups, such as Farmer Nutrition Schools, cooking demonstrations, community nutrition days, and the use of village
loudspeakers to disseminate nutrition messages;(v) Investments in wild foods identification, use, and management; (vi)
Implementing innovative climate smart technologies, such as Multiple Water Use Systems (MUS), drip-irrigation, solar pumps,
and solar dryers.

380.AFN Il is designed with scale in mind, and there is considerable potential for scaling-up project interventions that deliver
favourable outcomes. The potential pathway for scaling up the planning approach would be its broader adoption within the IFAD
and WFP country programmes and potentially in the projects of partner agencies such as the World Bank and ADB.

381.To facilitate that, the project will pay attention to quality monitoring, document key innovations, and engage in priority policy
events to share findings and proposals. IFAD will also increase the visibility of AFN Il innovations through its active participation
in the UNCT and Resident Coordinator Office-led initiatives such as UN Nutrition at country level.

M. Project Target Group Engagement and Feedback, and Grievance Redress

a. Project Target Group Engagement and Feedback.

382.The engagement and feedback mechanisms aim at providing inclusive, accessible, clear, fair, and transparent processes. They
also aim to support formal communication channels for target groups and other stakeholders that encourage participation at all
stages of each intervention, from planning to implementation, monitoring, and evaluation.

383.These participation processes and communication channels are embedded in the design of each intervention. They involve
ascertaining that the opinions, views and needs of key stakeholders, including target groups (women, ethnic groups, youth) are
recorded, verified, analysed, considered, and reflected in the intervention cycle.

Project Target Group Engagement

384.The first step of stakeholder engagement has been conducted at concept note and design stage through two in-country missions
and a wide range of consultations with public line agencies, rural communities, CBOs, NGOs/CSOs, private sector entities,
development partners, research and academia institutions, etc. The views and opinions collected during the design phase have
been reflected in the PDR and its appendices.

385. At the implementation stage, the annual planning process involves a large range of partners and stakeholders who directly
contribute to decisions in terms of expected outcomes and outputs, targeting, budget allocations, roles and responsibilities for
implementation, monitoring and evaluation.

386.In the initial stage of project intervention at community level, the project will systematically apply Free Prior Informed Consent
(FPIC) to ensure that the community is willing to participate in the project and has all the information necessary to take a
collective informed decision. This FPIC process involves communicating in the preferred language of the community and
organising focal group discussions which provide the opportunity for women, ethnic groups, youth, People with disabilities and
other groups to receive information and express their views.

387.The community-based planning process involves all interested persons in the community (women, ethnic groups, youth, People
with disabilities, existing CBOs, village authorities and others) alongside the active participation of district line agencies. The
community-based planning process is an essential step in the project cycle and adequate time and human resources are
allocated to it to ensure it is genuinely participative and inclusive. The project team is mobilized to facilitate the planning process
in coordination with district line agencies and locally recruited Community Workers.

388.1n this process, the community identify opportunities and social, environmental, and climate risks. They also receive essential
information that allows them to take investment decisions as well as steps and procedures for implementation. This approach
applies to interventions under component 1 (farmer nutrition schools, garden grants, APG grants, etc.).

389.1In addition, the communities are invited to identify and select potential candidates within the community to take on the roles of the
village nutrition committee, Village Nutrition Facilitators, village agriculture technician, village veterinary workers, APG
committees and members, rural infrastructure O&M committees, etc. Communities are encouraged to maintain existing structures
already in place, such as existing APGs. Selection is on a voluntary basis, with criteria applied to ensure equal and meaningful
participation of men, women, ethnic groups, youth, People with disabilities, etc. Designation is validated in general assemblies at
village level and at district level, with support from the project team. Internal rules and regulations or bylaws are decided by the
various committees and groups and validated by village authorities before being endorsed at the district level.

390.Under component 2, stakeholder participation is broadened beyond the village level CBO to include private entities (buyers,
service providers, equipment and inputs suppliers, financial institutions, other project teams, etc.). The engagement process is
based on the Multi-Stakeholder Approach to facilitate business relationships between CBOs or clusters of CBOs and other value
chain actors. These platforms result in the implementation of business plans, contracts, and investment plans. Decisions on the
allocation of matching grant facilities are guided by these MSPs and then agreed through meetings to be endorsed at village,
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district, provincial, and central levels.

391.CSOs eligible for Challenge Funds are also involved in the project through open competitive calls for proposals which are
deliberated on at the steering-committee level.

392.Both qualitative and quantitative information and data will be collected and documented through formal channels at each level. At
individual/household level the project formally registers each beneficiary in the M&E database, using pre-designed forms and
questionnaires.

393.At CBO level, planning, implementation, monitoring, and evaluation stages involve formal channels to collect, document, analyse,
validate, and address feedback from the CBO committees and their members. This ensures that the project approach and
procedures match the needs, opportunities, and constraints of each individual CBO.

394. At village and village cluster level, the community mobilizers hired locally by the project play a critical communication role in
transmitting information from the project to the target communities. They also close the feedback loop from the communities to
the project team. Community mobilizers are more likely to use ICT to transmit information than the communities themselves,
which may lack digital literacy and connectivity.

395.Finally, baseline, midline and end line surveys create opportunities to collect and analyse information and provide feedback loops
for project stakeholders to provide views and opinions at key stages of the project cycle.

Feedback loops

396.The community-based participatory planning approach is the main tool to initiate feedback loops from the communities to the
project team and to district line agencies. The locally-recruited community mobilizers will encourage all community members and
CBOs to provide feedback to the project that will be documented and reported to the DPCO.

397.When feasible, social media groups will be established (NPCO, DPCO, CBOs, etc.) and managed by the KM officers to allow for
more flexible and more direct feedback channels.

398.The multi-sectoral nutrition planning process, and its integration in SEDP, will provide the project teams and line agencies
lessons learned from the field which may influence the formulation of the updated national nutrition policy expected in 2025.

b. Grievance redress.

399.1n December 2019, the IFAD Executive Board approved the Framework for Operational Feedback from Stakeholders[46], setting
out a comprehensive agenda to redouble IFAD'’s efforts to ensure early, meaningful, and continuing engagement and feedback
from populations targeted by IFAD-supported projects and their representatives throughout the project cycle.

400.In this framework, IFAD established a Complaints Procedure for alleged non-compliance with its social and environmental
policies and mandatory aspects of its Social, Environmental and Climate Assessment Procedures (SECAP). The eligibility
criteria, process, and reporting channels can be found on the IFAD Accountability and complaints procedures webpage.

401.1n 2018, it published its Policy for preventing and responding to sexual harassment, sexual exploitation, and abuse[47]. To
support implementing partners in understanding the requirements of this IFAD policy, the Ethics Office published a Guide for
Borrowers and Recipients of IFAD funding for preventing and responding to sexual harassment, sexual exploitation, and abuse.
The Ethics office has published a Guide for Borrowers and Recipients of IFAD funding for preventing and responding to sexual
harassment, sexual exploitation, and abuse available here.

402.1FAD’s anticorruption policy establishes zero-tolerance towards prohibited practices, such as fraud and corruption, in IFAD-
funded or managed operations and activities. IFAD recently revised its Policy in line with evolving best practices. It now includes
obstructive practice as one of its prohibited practices. The revised Policy is being integrated into IFAD's legal framework and
applies to all recipients of IFAD financing.

403.1FAD’s legal framework requires IFAD staff, consultants, and project parties to promptly notify IFAD of any allegations of fraud
and/or corruption in relation to project activities. IFAD's Office of Audit and Oversight (AUO) is to be contacted for reporting any
such matters at Tel: +39 06 54592888 or by email: anticorruption@ifad.org. These are secure and confidential channels
managed by the Investigation Section of IFAD.

404.In Lao PDR, the national assembly has also adopted the Law 35 of 2014 on grievance redress mechanisms (GRM) and has set
up a hotline for citizens to submit comments, complaints, and grievances. In practice, however, this channel has proven relatively
inefficient in addressing them. The Compensation and Resettlement Decree No. 84/GOL (2016) also includes provision for GRM.

405.Citizens generally have recourse to informal Village Mediation Units that resolve domestic and local disputes. They are often
faster and have the advantage of being available locally. They are thus the preferred grievance resolution mechanism, more than
village heads, the police or courts. In a survey conducted in 2015, as many as 75% of respondents expressed their satisfaction
with the services rendered by the Village Dispute Resolution Committees. These Village Mediation Units function in an informal
manner. They do not have a normative framework nor do they record the process (UN CCA, 2022).

406.To ensure that an adequate, transparent, and fair formal mechanism is available for all project stakeholders, the Project
Implementation Manual includes a detailed grievance redress mechanism, taking in account the national laws and decrees and
in compliance with IFAD policies and requirements. This based on: (i) SECAP (for alleged non-compliance with social and
environmental requirements); (ii) the Revised IFAD Policy on Preventing Fraud and Corruption in its Activities and Operations;
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and (i) IFAD’s Policy on Preventing and Responding to Sexual Harassment, Sexual Exploitation and Abuse. This grievance
redress mechanism contributes to IFAD’s core values: Respect (Value others’ diversity, be fair and inclusive); Focus on results
(Strive for excellence to achieve project goals; Professionalism (Apply your skills and knowledge, innovate, persevere); and
Integrity (Be honest, committed, and transparent).

407.The project Grievances Redress Mechanism (GRM) is aligned with WFP’s own country-wide Complaint and Feedback
Mechanism (CFM) to improve accountability and transparency towards its beneficiaries and serve them more effectively.

N. Implementation plans

a. Supervision, Mid-term Review and Completion plans.

Implementation readiness and start-up plans

408.AFN Il will transition from AFN | during the first half of 2023. The AFN | completion date for IFAD funding is set at 31 December
2022 and the project closing date is 30 June 2023. WFP will continue implementing activities until the Terminal Disbursement
Date (TDD) of 30 June 2023. It is expected that during the transition from phase 1 to phase 2, the project will maintain the key
project processes and procedures, ensuring a certain level of readiness for a smooth and swift start-up of the second phase.

409.AFN Il will be implemented over seven years. In the first year, a Start-up Workshop will be organized to sensitize all project
stakeholders to the project’s approach and its key components and implementation arrangements. The Start-up workshop will
aim at developing a common understanding of the project’s design, development objectives, and interventions. The workshop will
also allow partners to understand their role in AFN I, reflect on the logframe/TOC, including verification of indicators, baselines,
and target values. The tools and procedures for financial management, procurement, selection of beneficiaries for different
components, strategies for M&E, and KM will be introduced to the key staff undertaking these key functions. Inception workshops
will subsequently be organized in every district to sensitize local partners to the project.

410.The NPCO will commission a baseline study in PY1 to establish the status of outcome indicators for each target beneficiary group
located in the selected project districts and villages. Terms of reference will be prepared, with the help of IFAD and WFP, to
ensure that all key indicators included in the Logframe are included in the baseline, mid-term, and completion surveys.

Supervision, Mid-term Review and Completion plans.

411.The project internal supervision system is comprised of local monthly and national quarterly and annual review meetings and
capturing information on progress, lessons learned, and finding solutions for implementation constraints. A specific report will be
prepared for the quarterly and annual review meetings.

412.In addition, a joint supervision mechanism with IFAD and WFP will be implemented as follows:

413.Yearly, joint, IFAD-WFP Supervision Missions. These will be carried out towards the middle of each fiscal year. They shall
assess performance in terms of physical and financial progress as compared to annual targets and the specific actions (Agreed
Actions) to be undertaken by the Project. IFAD will provide grades (from 1 to 6) for ongoing project implementation. Field visits
are an integral part of the Supervision Missions.

414.Yearly, joint, IFAD-WFP Implementation Support Missions. These will be carried out towards the end of each fiscal year. They
shall assess performance in terms of physical and financial progress, but will mainly support the Project in terms of specific
needs. The composition of the Supervision and Implementation Support Missions will be based on the need for technical support
within the different project components and performance areas that require attention.

415.Mid-Term Review (MTR). This will be jointly organized by IFAD and WFP, together with the GoL during the end of the third year
of the project. The aim is to: (i) assess achievements and interim impact, the efficiency and effectiveness of management
arrangements, and the continued validity of project design; (ii) identify key lessons learnt and good practices; and (iii) provide
recommendations for improved performance including any need for restructuring. The mid-term evaluation will review the
implementation progress of project components, document performance on key implementation aspects (e.g. approaches,
strategies and processes), and make recommendations for adjustments as needed.

416.Project Completion Review. As the project reaches completion, the NPCO will prepare a draft Project Completion Report. With
support from IAFD, the Government will then carry out a Project Completion Review based on the information in the Project
Completion Report and other data including the baseline survey, MTR, end-line survey, and technical reports and studies carried
out during project implementation.

417.Thematic studies will be conducted on a needs basis to support programme activities, policy dialogue, and scaling up. The

project will conduct an annual outcome survey to show progress. Project staff will be briefed on IFAD’s results management
systems and requirements.

Footnotes

[11 The Politburo or political bureau is the executive committee for communist parties, the highest decision-making organ when the
Central Committee is not convened for a plenary session.
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[2] Perceptions of the extent to which a country's citizens can participate in selecting their government, freedom of expression,
freedom of association, and a free media. Lao PDR ranked 201 out of 214 countries in 2020.

[3] GNI per capita, Human Assets Index and Economic, and Environmental Vulnerability Index (EVI).
[4]https://www.ifpri.org/spotlight/food-prices-war-ukraine

[5]1 de Onis, M. et al. 2018. Prevalence thresholds for wasting, overweight and stunting in children under 5 years. Public Health and
Nutrition, 22(1), pp. 175-179.

[6] de Benoist, B. et al. 2008. Worldwide prevalence of anaemia 1993-2005. WHO Global Database on Anaemia

[71WHO. 2017. Global Health Observatory data repository

[8]1 Food Systems Profile — The Lao People's Democratic Republic. Catalysing the sustainable and inclusive transformation of food
systems. Rome, Brussels and Montpellier, France. https://doi.org/10.4060/cc0302en

[91 Synthesis Report, Pathways to Sustainable Food Systems. Food Systems Summit 2021: Member State Dialogues in Lao PDR
(link)

[10] https://data.worldbank.org/indicator/SG.GEN.PARL.ZS?locations=LA

[11] Some groups like the Hmong, Akhar and Yao have patrilineal traditions, while the dominant Lao-Tai group is matrilineal; the
youngest daughter inherits land and takes care of the aging parents. Other ethnic groups have matrilineal systems where women take
a lead role in decision making or where both women and men share decision making.

[12] In Lao PDR 35% of girls are married before their 1gh birthday and 9% before age 15.

[13] The acronym PWD is not appropriate for persons with disabilities and the name of this group is always written in full in this
document to keep the focus on people consistent with the UN Disability language guidelines.

[14] The census used the Washington Group’s Short Set of Questions, that focus on functional limitations across the following six
domains: seeing, hearing, walking (or climbing stairs), remembering (or concentrating), self-care (washing/dressing), and
communicating.

[15] As per article 1 of the Convention on the Rights of Persons with Disabilities: “Persons with disabilities include those who have
long-term physical, mental, intellectual or sensory impairments which in interaction with various barriers may hinder their full and
effective participation in society on an equal basis with others”.

[16] Lao Social Indicator Survey Il (LSIS II), June 2018

[17] The Economic Consequences of Malnutrition in Lao PDR: A Damage Assessment Report. National Economic Research Institute
(NERI), 2013.

[18] UNICEF, 2017. Overview: Assessment of current maternal, infant and young child nutrition practices in Lao, PDR.

[19] Bouapao, L. et al., 2016. Strategic Review of Food and Nutrition Security in Lao People’s Democratic Republic, Vientiane, Lao
PDR.

[20] Notre Dame Global Adaptation Initiative (ND-GAIN) vulnerability and readiness index of 40.7 (ranked 136 out 182 countries) and
a World Risk Index of 4.46%

[21] Gender Equality and Women's Empowerment

[22] IFAD has no official ICO in Lao PDR

[23] The 2021 outcome survey showed that: (i) household income increased by 56% on average; (ii) The percentage of households
with a per capita income of less than US$270 decreased from 70% at baseline in 2017 to 49.7% in 2021; (iii) 83.4% of women in
surveyed households consume at least 5 out of 10 major food-groups; (iv) incidence of underweight children under 5 decreased from
23.9% at baseline to 18.4% in 2021; (v) incidence of stunting in children under 5 decreased from 47% to 44%.

[24] WFP: Assessing and mitigating the impact of shocks on food security and nutrition in the Asia Pacific region: Lessons from the
COVID-19 response for informing the Global Food Crisis response, July 2022.

[25] WFP 2020, Farmer Nutrition School Household Impact Survey.

[26] https://sunbusinessnetwork.org/category/lao-pdr/

[27] https://www.ifad.org/en/web/knowledge/-/empowering-rural-people-through-a-semiintensive-rural-poultry-production-model-in-
cambodia

[28] The goal is aligned with the United Nations Sustainable Development Cooperation Framework for the Lao People’s Democratic
Republic (2022-2026)- link: https://www.undp.org/laopdr/publications/country-programme-document-lao-pdr-2022-2026

[29] Poor, women, children and youth, elderly, disabled persons (Disaster Management Reference Handbook, 2021)

[30] Key numbers and datasets are from LSIS Il, LECS 6, the MoNRE climate vulnerability report and MAF assessment report versus
the Decree 348 poverty graduation criteria.

[31] Ref. Decree 348 on the criteria for Poverty Graduation and Development dated 16 November 2017. Villages that graduate from
poverty are those that fully meet the following conditions: 1. Own or have access to a primary or lower secondary school; 2. Own or
have access to a health centre or primary health care services; 3. Own or have access to a clean water source; 4. Have roads that
can be used all year around; 5. Have access to communication and transportation services; 6. Have access to markets to
buy/sell/lexchange products; 7. Have access to electricity from the national grid; 8. Over 70% of the total families in the village have
graduated from poverty. Villages that do not meet these eight conditions above are considered poor villages.

[32] The number of beneficiaries (28,000 households), villages (500), and districts (20) have not been changed from the AFN I
Concept Note approved by GAFSP in Dec 2021. Per the Government’s request, and based on the results of the national poverty
assessment against the criteria set out in the Decree 348 on the “Criteria for Poverty Graduation and Development”, the design team
updated the list of targeted districts by including two districts from a new province (Xiengkhouang) and removing two districts from the
previous list.

[33] Population and Housing Census 2015 (PHC, 2015)

[34] National average household size is 5.6 persons (PHC, 2015). For the purpose of this proposal, average household size is
rounded up to 6.

[35] FNML covered 175 villages in 5 districts: Samouay and Ta Oi (Salavan province), Dakcheung (Sekong province) and Sanxay,
and Phouvong (Attapeu province). All 5 districts are also AFN Il target districts.

[36] Source: AFN Il gender assessment conducted at concept note and full design stage based on: (i) design mission findings; (ii)
desk-review of recent publications on gender issues in Laos (including the latest report published by USAID in April 2022,
USAID/Laos country-level gender Analysis); (iii) consultations with stakeholders from Government, UN partners and NGOs working in
Laos; and (iv) IFAD experience and lessons learned from mainstreaming gender in AFN | and previous projects in Laos.

[37] The analysis will determine the nutritional value of wild foods species and Recommended Daily Allowance (RAD) of Micro-
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Nutrients. The publication on the Phakhao Lao database and other media (booklets) will complement the « Nutrient dense food crops
booklet » published by WFP in Lao and English languages :

https://issuu.com/unlacs/docs/eng nutrient dense food crop book m 265941dd3d93da

[38] Potential measures to be adopted by communities to enhance their sustainable conservation and use, will include: (i) ex-situ
conservation (dedicated community “seed banks” of NFTP and reproduction / domestication in home gardens in line with activity 3a
and 3b); (ii) in-situ conservation (community commitment to conserve / enrich specific areas rich in such NFTP); and (iii) identifying
potential niche value chains which could be supported in component 1, activity 3a and component 2.
[39]https://suncsalaos.org/document/nutition-sbcc-strategy/

[40] FNML was implemented between 2013 and 2020 in the three target provinces in Southern Lao PDR. It was funded by IFAD and
the Adaptation for Smallholders Agriculture Programme (ASAP), with confinancing by the Asian Development Bank

[41] GCF/FAQ: Scaling up climate-responsive planning and decision-making for resilient agriculture and livelihoods in Lao PDR:
https://www.greenclimate.fund/document/scaling-climate-responsive-planning-and-decision-making-resilient-agriculture-and

[42] Lao PDR joined the Scaling Up Nutrition Movement in 2011. The Lao “scaling up nutrition business network” initiative was pre-
launched in 2016 and its strategy for 2018 — 2022 was jointly endorsed in 2019 by the National Nutrition Committee Secretariat and
WEFP, aiming at “engaging the private sector in improving nutrition in Lao PDR”. The SUN Business Network now counts 35 members,
including 16 food production/processing companies.

[43]https://sunbusinessnetwork.org/our-members/lao-pdr/

[44] The AC investment fund is expected to be required in the second half of the project once ACs are formed.

[45] The Project is likely to not have any ICB contract

[46] See Framework for Operational Feedback from Stakeholders https://webapps.ifad.org/members/eb/128/docs/EB-2019-128-R-
13.pdf?attach=1 and Annex 8 for further details.

[47] The policy applies to all IFAD staff, independent of their location, grade, type or duration of appointment, including staff members
on loan and all individuals hired by IFAD under a non-staff contract such as consultants and interns. The policy also applies to
borrowers and recipients of IFAD funding, as well as third parties contracted using IFAD’s funding such as consultants, contractors,
and vendors.

43/43 Draft Copy


https://issuu.com/unlaos/docs/eng_nutrient_dense_food_crop_book_m_265941dd3d93da
https://suncsalaos.org/document/nutition-sbcc-strategy/
https://sunbusinessnetwork.org/our-members/lao-pdr/
https://webapps.ifad.org/members/eb/128/docs/EB-2019-128-R-13.pdf?attach=1

IFAD

Investing in rural people

Lao People's Democratic Republic

Agriculture For Nutrition - Phase 2 (AFN I1)
Project Design Report

Annex 1: Logframe

Mission Dates: 04-18 May 2022
Document Date: 03/12/2022
Project No. 2000003760
Report No. 6231-LA

Asia and the Pacific Division
Programme Management Department

Draft Copy



Draft Copy



Agriculture For Nutrition - Phase 2 (AFN II)

Logical Framework

Results Hierarchy Indicators Means of Verification Assumptions

Name Baseline | Mid- End Source Frequency | Responsibility
Term | Target

Outreach 1 Persons receiving services promoted or supported by the project Project Midline, NPCO, M&E Communities,
monitoring | endline, including women
Males 0| 33600 | 84000 annual and ethnic groups
Females 033600 | 84000 actively take

ownership and

Young 016800 | 42000 actively participate
in the interventions.

Not Young

Indigenous people 047040 | 117600

Non-Indigenous people

Total number of persons receiving 0| 67200 | 168000
services
Persons with disabilities 0| 1344 3360
1.a Corresponding number of households reached Project Midline, NPCO, M&E
monitoring | endline,
Households 0111200 | 28000 annual
1.b Estimated corresponding total number of households members Project Midline, NPCO, M&E
monitoring | endline,
Household members 0| 67200 | 168000 annual
Project Goal 16,800 households with increased incomes by 20% (GAFSP Tier 1 Impact Baseline, NPCO, Increased
Enable 28,000 vulnerable households living in the project area to improve indicator) assessment | midline, Government productivity, value
their income by 20%, by 2030. endline analysis addition and market
Households 0| 6720 16800 linkages result in
Households 0 24 60 increased income.
Males 0 20 50
Females 0 20 50
Young 0| 1680 4200
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Results Hierarchy Indicators M(Jans of Verification Assumptions

Name Baseline | Mid- End Source Frequency | Responsibility
Term | Target

Development Objective 16,800 households with decreased food insecurity by 20% measured | Impact Baseline, NPCO, Project capacity
Enable 28,000 vulnerable households living in the project area to improve by Food Insecurity Experience Scale (FIES) - GAFSP Tier 1 indicator | assessment | midline, Government building
their food and nutrition security, enhance their climate resilience and increase endline analysis interventions and
smallholders’ income by 2030 Households 0| 6720 16800 investments result
Households 0 | 40320 | 100800 in increased food
availability. Women
Households 0 24 60 are the key decision
makers on
Males 0 20 50 household food
Females 0 20 50 purchases and
preparations.
Young 0 10 25 Sustainable and
climate resilient
Indigenous people 0 28 70 practices promoted
1.2.8 Women reporting minimum dietary diversity (MDDW) Project Baseline, NPCO by the ‘.)rO.JeCt
o - results in increased
monitoring | midline, -
Women (%) 20 50 endline HH resilience.
Targeted
Women (number) 5760 | 14400 communities want
0 to improve their
Households (%) 20 50 health and nutrition
Households (number) 5760 | 14400 status and get
effectively
Household members 34560 | 86400 empowered through
participatory
Non-women-headed households planning.
16,800 households with increased climate change resilience by 30%. | Project Baseline, NPCO
monitoring | midline,
Households 0| 6720 16800 endline
Households 0 24 60
Males 0 20 50
Females 0 20 50
Young 0| 1680 4200
IE.2.1 Individuals demonstrating an improvement in empowerment Project Baseline, NPCO
monitoring | midline,
Total persons 0 4 10 endline
Total persons 0| 6720 16800
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M(Jans of Verifi

Results Hierarchy Indicators Cation Assumptions
Name Baseline | Mid- End Source Frequency | Responsibility
Term | Target
Females 0 20 50
Females 0| 3360 8400
Males 0 20 50
Males 0| 3360 8400
Outcome 1.2.9 Households with improved nutrition Knowledge Attitudes and Project Baseline, NPCO Nutrition and care
1. Community-driven agriculture and natural resources-based nutrition Practices (KAP) monitoring | midline, feeding practice
interventions established endline benefits are
Households (number) 5760 | 14400 understood and
Households (%) 20 50 relevant to the
targeted
Household members 33600 | 84000 communities.
Target HHs
Proportion of children 6-23 months of age who receive a Minimum Project Baseline, [NPCO consider
Acceptable Diet (MAD) monitoring | midline, environmentally
endline i
Males 264| 30 40 sustainable and
climate-resilient
Females 26.4 30 40 technologies and
practices as
Indigenous people 40 adequate.
Households 6720 | 16800
Households 60
3.2.2 Households reporting adoption of environmentally sustainable Project Baseline, NPCO
and climate-resilient technologies and practices monitoring | midline,
endline
Total number of household members 0| 36000 [ 90000
Households 0 22 54
Households 0| 6000| 15000
Outcome SF.2.1 Households satisfied with project-supported services Project Midline, NPCO, M&E The project
2. Stakeholder Feedback monitoring | endline efficiently delivers
Household members 0| 8960 22400 on its expected
Non-indigenous households outputs and
outcomes
Non-women-headed households
Households (%) 0 32 80
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Results Hierarchy Indicators M(Jans of Verification Assumptions
Name Baseline | Mid- End Source Frequency | Responsibility
Term | Target
Households (number) 0| 53760 | 134400
SF.2.2 Households reporting they can influence decision-making of Project Midline, NPCO, M&E
local authorities and project-supported service providers monitoring | endline
Household members 5600 | 14000
Non-indigenous households
Non-women-headed households
Households (%) 20 50
Households (number) 33600 [ 84000
Output 1.1.8 Households provided with targeted support to improve their Project Baseline, NPCO The project delivers
18,000 households provided with targeted support to improve their nutrition nutrition monitoring | midline, on all nutrition
endline, sensitive
Total persons participating 0 | 43200 | 108000 annual interventions
Males 0| 21600 | 54000 targeting the most
nutritionally
Females 021600 | 54000 vulnerable
households
Households 0| 7200| 18000
Household members benefitted 0| 43200 | 108000
Indigenous people 0130240 | 75600
Non-Indigenous people
Young 010800 27000
Not Young
Women-headed households 0 144 360
Non-women-headed households
Output Persons benefiting from cash or food-based transfers Project Baseline, NPCO
15,000 people benefiting from cash or food-based transfers monitoring | midline,
Females 0| 6000| 15000 endline
Households 0| 6000| 15000 annual
Households 0 22 54
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Results Hierarchy Indicators M(Jans of Verification Assumptions

Name Baseline | Mid- End Source Frequency | Responsibility
Term | Target
Females 0 40 100
Young 0| 1500 3750
Output 1.1.4 Persons trained in production practices and/or technologies Project Baseline, NPCO Village Agriculture
22,400 persons trained in production practices and/or technologies monitoring | midline, Technicians, Village
Total number of persons trained by the 0| 8960 22400 endline Veterinary Workers
project annual and Lead farmers
Total number of attendances to training 0| 8960 22400 delllver effectlve last
sessions m|Ie.adV|sory
services to APG
Men trained in crop 0| 2240 5600 members with
support from DAFO
Women trained in crop 0| 2240 5600
Young people trained in crop 0| 1120 2800
Indigenous people trained in crop 0| 3136 7840
Men trained in livestock 0| 2240 5600
Women trained in livestock 0| 2240 5600
Young people trained in livestock 0| 1120 2800
Indigenous people trained in livestock 0| 3136 7840
Total persons trained in crop 0| 4480 11200
Total persons trained in livestock 0| 4480 11200
Output Number of farmers receiving inputs or services on climate resilient or | Project Baseline, NPCO Village Agriculture
10,000 farmers receiving inputs or services on climate resilient or sustainable | sustainable agriculture practices (GAFSP Tier 2 indicator #13) monitoring | midline, Technicians, Village
agriculture practices endline, Veterinary Workers
Males 0[ 2400 6000 annual and Lead farmers
Females ol 1600 4000 dgllver effectlve last
mile advisory
Males 0 24 60 services to APG
members with
Females 0 16 40 support from DAFO
Households 0| 4000( 10000
Households 0 14 35
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Results Hierarchy

Indicators

M(Jans of Verifi

cation

Assumptions

Name Baseline | Mid- End Source Frequency | Responsibility
Term | Target
Output 3.1.4 Land brought under climate-resilient practices Project Baseline, NPCO
28,000 hectares of land brought under climate-resilient management monitoring | midline,
Hectares of land 0| 14000 | 28000 endline
annual
Output 2.1.3 Rural producers’ organizations supported Project Midline, NPCO
1,000 producer-based organizations supported - monitoring | endline,
Total size of POs 0 | 10000 | 25000 annual
Rural POs supported 0 400 1000
Males 0| 5000 12500
Females 0| 5000 12500
Young 0| 2500 6250
Indigenous people 0| 7000 17500
Rural POs supported that are headed by 0 160 400
women
Output Persons receiving capacity development support (GAFSP Tier 2 Project Baseline, NPCO Technical staff
15,000 persons receiving capacity development support Indicator #10) monitoring | midline, (MAF-PAFO-DAFO-
endline, LWU-DNC etc) is
Households 0 8960 22400 annual available for
Households o| 32 80 capacity building
activities
Males 0| 6000 15000
Females 0| 6000| 15000
Males 0 20 50
Females 0 20 50
Young 0| 3000 7500
Outcome 2.2.6 Households reporting improved physical access to markets, Project Midline, NPCO
3. Business Partnerships and Market access improved processing and storage facilities monitoring | endline,
annual
Households reporting improved physical 0 9 21
access to markets
Size of households 0 | 45000 | 108000

6/8

Draft Copy



Results Hierarchy Indicators M(Jans of Verification Assumptions

Name Baseline | Mid- End Source Frequency | Responsibility
Term | Target

Households reporting improved physical 0 9 21

access to processing facilities

Households reporting improved physical 0 9 21

access to storage facilities

Households reporting improved physical 0| 2500 6000

access to markets

Households reporting improved physical 0| 2500 6000

access to processing facilities

Households reporting improved physical 0| 2500 6000

access to storage facilities
Output Rural producers’ organizations engaged in formal agreement with Project Baseline, NPCO MSMEs willing to
600 Rural producers’ organizations engaged in formal partnerships / private entities monitoring | midline, invest with
agreements or contracts with public or private entities endline, adequate support

Number of POs 0 200 600 annual and financing

Total Number of POs members 0| 6000 15000

Women PO members 0| 3000 7500

Men PO members 0| 3000 7500

Young PO members 0| 1500 3750

IP PO members 0| 4200 10500
Output 2.1.6 Market, processing or storage facilities constructed or Project Baseline, NPCO Business plans are
500 processing, storage, and market facilities constructed and/or rehabilitated | rehabilitated monitoring | midline, profitable and

— endline, sustainable in the
Total number of facilities 0 250 500 annual foreseen macro-
Market facilities constructed/rehabilitated o| 50| 100 economic context.

Processing facilities 0 50 100
constructed/rehabilitated

Storage facilities 0 150 300
constructed/rehabilitated
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M(Jans of Verifi

Results Hierarchy Indicators Cation Assumptions
Name Baseline | Mid- End Source Frequency | Responsibility
Term | Target
Output Number of SMEs joining the SUN Business Network as new members | Project Baseline, NPCO
50 SMEs joining the SUN Business Network as new members monitoring | midline,
Number of SMEs joining 0 20 50 endline
annual
Outcome Multisectoral planning processes supported Project midline, NPCO Nutrition
4. Enabling environment monitoring | endline, committees active
District Nutrition Committees endorsing 0 8 20 annual and committed to
village nutrition plans the nutrition policy
implementation.
Output Policy 1 Policy-relevant knowledge products completed Project midline, NPCO
30 policy-relevant knowledge products completed monitoring | final
Number 0 12 30 evaluation
8/8
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PDR Annex 2: Theory of Change

ToC

Gender inequality (economic, social, cultural)
Climate change vulnerabilities
Negative economic impacts of COVID-19 pandemic and conflict in Ukraine

Unsafe and unsustainable natural resource management

Institutional barriers to public services, finance and markets

-
=
L
=
= 16,800 HHs with improved income by 20% = 16,800 people (50% female) demonstrating improved economic, social and cultural
] 14,400 women reporting Minimum Dietary Diversity (MDD-W) empowerment
; 16,800 HHs with increased climate change resilience by 30% = 16,800 HHs with decreased food insecurity by 20%
1]
b
8
X Goal & Enable 28,000 vulnerable households living in the project area to improve their food and nutrition security, enhance their climate resilience and increase
Objective smallholders’ income by 2030
Component 1: Community-driven agriculture- and natural resources-based Component 2: Business Partnerships and Market Access Component 3: Enabling environment and
nutrition interventions establishment improvement partnerships
o * 14,400 HHs with improved nutrition Knowledge, Attitudes and Practices = 15,000 HHs reporting improved physical access to = 20 District Nutrition Committees endorsing
'E Key Outcomes (KAP)  child 3 h ive Mini Acceotable Diet (MAD markets, processing and storage facilities village nutrition plans as a demonstration of
. A0% R
~ of children ( mom ) receive iviinimum Acceptakle Die { ) improved inter-level coordination
“ = 15,000 HHs report adoption of environmentally sustainable and climate-
ig resilient technologies and practices
c N ) B
o = 168,000 people recaive improved CSA/nutrition training v 500 processing, storage, and market facilities are * 30 substantive deliverables on food security processes
t * 15,000 peaple receive cash or food-based transfers . built/rehabilitated completed
] * 375 villages receive training/cash grants for faod preservation and storage * 50D APGs engage in formal agreements/contracts with public or * 5 KM products on agriculture, natural resources
E Key Outputs " ?:Jzﬁ;r;!arv 9‘|'“’°'s are ::':d “'r"t“h lacal praducers to enhance schaol meals private entities management and foodnutrition security are completad
- ople recemve rail .
£ © L0000 L secsbes inpuits/aeices on CRS sgriculture practices * 50 SMEs join the SUN BN as new members and receive business & for policy purposes
E = £3,000 ha of land-area receive improved production support marketing support and access to finance 40 CS{_) st:lpporled c_o.mmunities in the implementation
o = 1,100 producer-based orgznizations are supported »  existing rural access tracks are rehabilitated of their village nutrition plans
E
g‘ Mutritional status of vulnerable groups improvement; Farmer Nutrition Schoal Support to Micro, Small and Medium Enterprise in food supply chains; Multi-sectoral Planning and Coordination; Partnerships;
establishment; W Emp ing; g Home Garden establishment; Business Multi-5takeholder Platforms establishment; Market related Project management
Key Domestic food processing and conservation; Local food sources, wild foods infrastructures
Interventions management; Agriculture productivity improvement; Community-Based Organizations
strengthening; Agriculture/Rural Advisory Services improvement; CCA infrastructures
E Food insecurity (availability of Poor dietary knowledge and Low Limited access Poorly Limited Limited Limited cross-sectoral
= / accessibility to food) practices extension to markets and regulated employment MSME coordination at
E services finance value opportunities investments subnational and local
¥ Key capacities chains level
o Development
-] Challenges
)
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PDR Annex 3: Project cost and financing: Detailed costs tables

Assumptions

The project duration is seven (7) years, with an intended entry into force in the
first half of 2023 and project activities starting in June 2023. The planned
completion date will be June 2030 and the closing date will be December 2030.

The design team collected costs and market prices during the detailed design
mission conducted in May 2022. The data was validated by comparison with costs
from the current AFN phase and other IFAD-funded projects during the
preparation of the cost tables in June and July 2022. Costs have been entered in
the Costab as base costs expressed in US dollars.

The exchange rate is taken at LAK 15,033/US dollar as per the rate of the
National Bank of Lao PDR in July 2022. On this basis, project costs are presented
in both LAK and US dollars. Conversions from current US dollar values into LAK
over the course of project implementation assume constant purchasing power
exchange rates.

The inflation rate has averaged 3.27% over the last decade, but sharply
increased in 2022. Inflation increased from under 2% in February 2021 (year-
on-year) to 12.8% in May 2022. The economic forecast shows that inflation is
expected to average 5% in 2023 (ADB, economic indicators for the Lao PDR,
2022). The assumption is also that the inflation rate will decrease in 2024, to
pre-crisis levels. The depreciation of the local currency against the US dollar will
outweigh the impact of inflation.

Table 1: Foreign and local inflation rates 2023-2030

Year 2023 | 2024 | 2025 | 2026 | 2027 | 2028 | 2029 | 2030
Foreign inflation rate 2% 2% 2% 2% 2% 2% 2% 2%
Local Inflation rate (%) 5% 3% 3% 3% 3% 3% 3% 3%
5. The Government of Lao PDR will finance the taxes on all goods and services
purchased under the project.
6. The detailed project costs can be downloaded from the following link:

https://docs.google.com/spreadsheets/d/1mxCv80PM1ttQobpl6h0tiFG-NMIXI8b-

/edit?usp=sharing&ouid=105606185438637976325&rtpof=true&sd=true

7.

The Costab file can be downloaded from the following link:

https://drive.google.com/file/d/1ALfZbhR2GDPDbB3f2fMkjAxZ 1Tz]j19/view
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Table 2: Detailed Cost Table I - AFN II

Laos People's Democratic Republic
Agriculture For Nutrition - Phase 2 (AFN I1)

Table 1. Improve the nutritional status of women, children, girls and vulnerable groups

Detailed Costs

I Investment Costs

A. Improve the nutritional status of women, children, girls and vulnerable groups
1

N

257

IS

[LN7)

o0

Si

International Technical Assistance
a. Chief Technical Adviser - CTA
. Farmer Nutrition School and Women Empowerment
a. Raising villager awareness of participatory planning
b. Training/refresher course costs for village facilitator
c. Training for District teams (DAFO, DHO, LWU)
d. Provision of small materials for village
e. Construction/rehabilitation of Village Nutrition Center
ubtotal
. Integrated Home Garden Establishment
a. Home garden grants
b. Training/refresher course for Community Mobilizers
c. Motorcycle for Community Mobilizers
d. Agriculture training/refresher course for VF + LF
ubtotal
. Domestic Food Processing
a. Village Food Processing Grants
b. Food processing trainings on village level
c. Post Harvest training on village level
d. Support for construction/rehabilitation of village rice banks
e. Training for village rice banks
f. Business literacy trainning
ubtotal
. Local food sources, wild foods management
a. Promotion / conservation of aquatic species
b. Capacity building and monitoring by NAFRI
c. Promotion / conservation of edible wild species
d. Capacity building and technical support by CDE
e. IT consultant for PKL database
f. Equipment and lab analysis
g. KM Publication and Translation
ubtotal
. Community nutrition and gender SBCC activities

a. Development of Gender Action Learning System (GALS) training package

b. GALS training for LWU trainers
c. Implement GALS activities on village level
d. Production of village facilitation tools(]
e. Development of specific training modules for adolescent girls
f. Home grown school feeding program
g. Nutrition training for APG members
h. Village Veterinary Worker (VWW) training
i. VW health kits
. Translation of training metarials in local languages
ubtotal

Total Investment Costs
Il. Recurrent Costs

A. Improve the nutritional status of women, children, girls and vulnerable groups

1

Si
2,

3

. Farmer Nutrition School and Women Empowerment
a. Operational cost for farmer nutrition schools
b. Operating costs for supporting District teams
ubtotal
. Integrated Home Garden Establishment
a. Fees and operating costs for Community Mobilizers
. Community nutrition and gender SBCC activities
a. Operating costs for DAFO, DHO, DES, LWUU teams

Total Recurrent Costs

Total

Quantities Unit Cost Base Cost (US$) Totals Including Contingencies (US$)

Unit 2023 2024 2025 2026 2027 2028 2029 Total (US$) 2023 2024 2025 2026 2027 2028 2029 Total 2023 2024 2025 2026 2027 2028 2029 Total
pers-month 12 12 12 12 8 - - 56 21,000 252,000 252,000 252,000 252,000 168,000 - - 1,176,000 273,417 279,159 285,021 291,007 198,176 - - 1,326,780
villages 200 175 - - - - - 375 250 50,000 43,750 - - - - - 93,750 58,198 52,948 - - - - - 111,146
village 50 100 150 75 - - - 375 400 20,000 40,000 60,000 30,000 - - - 150,000 23,279 48,410 74,793 38,518 - - - 185,000
districts 15 15 15 15 15 5 - 80 1,000 15,000 15,000 15,000 15,000 15,000 5,000 - 80,000 17,459 18,154 18,698 19,259 19,837 6,811 - 100,218
village 50 100 150 75 - - - 375 250 12,500 25,000 37,500 18,750 - - - 93,750 14,030 28,908 44,466 22,799 - - - 110,203
village 50 100 150 75 - - - 375 500 25,000 50,000 75,000 37,500 - - - _ 187,500 28,060 57,815 88,931 45,599 - - - 220,406
122,500 173,750 187,500 101,250 15,000 5,000 - 605000 141,027 206,234 226,888 126,176 19,837 6,811 - 726,972
grants - 3,000 6,000 6,000 - - - 15,000 120 - 360,000 720,000 720,000 - - - 1,800,000 - 425979 875,627 899,967 - - - 2,201,573
pers 30 30 30 30 30 30 30 210 350 10,500 10,500 10,500 10,500 10,500 10,500 10,500 73,500 12,222 12,708 13,089 13,481 13,886 14,302 14,731 94,419
number - 30 - - - - - 30 2,500 - 75,000 - - - - - 75,000 - 83,487 - - - - - 83,487
number 100 250 350 500 250 250 - 1,700 250 25,000 62,500 87,500 _ 125,000 _ 62,500 62,500 - 425,000 29,099 75,640 _ 109,073 _ 160,493 82,654 85,133 - 542,092
35,500 508,000 818,000 855,500 73,000 73,000 10,500 2,373,500 41,321 597,814 997,789 1,073,942 96,540 99,436 14,731 2,921,572
village 50 100 150 75 - - - 375 500 25,000 50,000 75,000 37,500 - - - 187,500 28,580 59,164 91,211 46,873 - - - 225,828
village 50 100 150 75 - - - 375 350 17,500 35,000 52,500 26,250 - - - 131,250 20,369 42,358 65,444 33,703 - - - 161,875
village - 50 100 150 75 - - 375 350 - 17,500 35,000 52,500 26,250 - - 131,250 - 21,179 43,629 67,407 34,715 - - 166,930
village - 50 100 100 - - - 250 500 - 25,000 50,000 50,000 - - - 125,000 - 29,717 61,111 62,838 - - - 153,666
village - 50 100 100 - - - 250 250 - 12,500 25,000 25,000 - - - 62,500 - 15,128 31,164 32,099 - - - 78,390
District 15 15 15 15 15 15 15 105 1,000 15,000 15,000 15,000 15,000 15,000 _ 15,000 15,000 _ 105,000 17,459 18,154 18,698 19,259 19,837 _ 20,432 _ 21,045 134,884
57,500 155,000 252,500 206,250 41,250 15,000 15,000 742,500 66,408 185,700 311,257 262,179 54,552 20,432 21,045 921,573
village 24 24 24 24 24 - - 120 2,000 48,000 48,000 48,000 48,000 48,000 - - 240,000 55,870 58,091 59,834 61,629 63,478 - - 298,903
Ips 1 1 1 1 1 1 1 7 50,000 50,000 50,000 50,000 50,000 50,000 50,000 50,000 350,000 58,198 60,512 62,327 64,197 66,123 68,107 70,150 449,614
village 24 24 24 24 24 - - 120 2,500 60,000 60,000 60,000 60,000 60,000 - - 300,000 69,838 72,614 74,793 77,037 79,348 - - 373,629
Ips 1 1 1 1 1 1 1 7 77,000 77,000 77,000 77,000 77,000 77,000 77,000 77,000 539,000 89,625 93,188 95,984 98,864 101,829 104,884 108,031 692,406
Person Month 1 1 1 1 1 1 1 7 10,500 10,500 10,500 10,500 10,500 10,500 10,500 10,500 73,500 12,222 12,708 13,089 13,481 13,886 14,302 14,731 94,419
1 1 1 1 1 1 - 6 10,000 10,000 10,000 10,000 10,000 10,000 10,000 - 60,000 10,850 11,078 11,310 11,548 11,796 12,068 - 68,650
Ls 1 1 1 1 1 1 1 7 5,000 5,000 5,000 5,000 5,000 5,000 5,000 5,000 35,000 5,820 6,051 6,233 6,420 6,612 6,811 7,015 44,961
260,500 260,500 260,500 260,500 260,500 152,500 142,500 1,597,500 302,423 314,243 323,570 333,176 343,073 206,172 199,927 2,022,583
Ips 1 - - - - - - 1 75,000 75,000 - - - - - - 75,000 87,297 - - - - - - 87,297
course 6 6 - 12 - - - 24 2,500 15,000 15,000 - 30,000 - - - 60,000 17,459 18,154 - 38,518 - - - 74,131
village - 25 - - - - - 25 6,220 - 155,500 - - - - - 155,500 - 188,192 - - - - - 188,192
village - 50 100 150 75 - - 375 200 - 10,000 20,000 30,000 15,000 - - 75,000 - 12,102 24,931 38,518 19,837 - - 95,389
Ips 1 - - - - - - 1 25,000 25,000 - - - - - - 25,000 29,099 - - - - - - 29,099
schools 30 - - - - - 30 6,250 - 187,500 - - - - - 187,500 - 226,920 - - - - - 226,920
village - 50 100 150 75 - - 375 350 - 17,500 35,000 52,500 26,250 - - 131,250 - 21,179 43,629 67,407 34,715 - - 166,930
district - 5 7 8 - - - 20 5,000 - 25,000 35,000 40,000 - - - 100,000 - 30,256 43,629 51,358 - - - 125,243
each - 25 50 75 100 - - 250 300 - 7,500 15,000 22,500 30,000 - - 75,000 - 9,077 18,698 28,889 39,674 - - 96,338
Ips 1 - - - - - - 1 25,000 25,000 - - - - - - 25,000 29,099 - - - - - - 29,099
140,000 _ 418,000 _ 105,000 _ 175,000 _ 71,250 - - _ 909,250 _ 162,955 _ 505,880 _ 130,887 _ 224,690 94,225 - - 1,118,638
868,000 1,767,250 1,875,500 1,850,500 629,000 245,500 168,000 7,403,750 987,551 2,089,029 2,275,413 2,311,168 806,403 332,850 235,704 9,038,117
village 70 70 70 70 70 25 - 375 2,800 196,000 196,000 196,000 196,000 196,000 70,000 - 1,050,000 224,808 232,888 239,454 246,209 253,182 93,011 - 1,289,551
Ips 8 15 15 15 15 15 7 90 2,500 20,000 37,500 37,500 37,500 37,500 37,500 17,500 _ 225,000 22,940 44,558 45,814 47,106 48,440 49,827 23,923 282,608
216,000 233,500 233,500 233,500 233,500 107,500 17,500 1,275,000 247,748 277,445 285268 293,315 301,622 142,838 23,923 1,572,159
pers-month - 360 360 360 360 - - 1,440 150 - 54,000 54,000 54,000 54,000 - - 216,000 - 64,163 65,972 67,833 69,754 - - 267,722
Ips 15 15 15 15 15 15 15 105 1,800 27,000 27,000 27,000 27,000 27,000 27,000 27,000 _ 189,000 30,968 32,081 32,986 33,917 34,877 _ 35,875 36,910 237,615
243,000 _ 314,500 _ 314,500 _ 314,500 314,500 134,500 44,500 1,680,000 278,716 _ 373,690 _ 384,226 _ 395,065 _ 406,253 178,713 60,833 _ 2,077,496
1,111,000 2,081,750 2,190,000 2,165,000 943,500 380,000 212,500 9,083,750 1,266,267 2,462,719 2,659,639 2,706,233 1,212,656 511,564 296,536 11,115,613

Annex 3 - Detailed Cost Tables - Page 4

Draft Copy



Table 3: Detailed Cost Table I1I -

Laos People’s Democratic Republic

Agriculture For Nutrition - Phase 2 (AFN I1)

Table 2. Improved agriculture productivity of selected commodities
Detailed Costs

I Investment Costs

A. Community-Based Organizations (CBOs) Strengthening
1. APG grants
2. Organisational support to clustering of APG into AC
3. AC investment grants
4. Extension Management System (EMS)

Subtotal

B. Agriculture/Rural Advisory Services improved
1. Demonstrations, lead farmers
2. District Agriculture Advisor
3. Exchange visits between provinces

Subtotal

AFN II

C. Climate Change adaptation infrastructures (irrigation /MUS) built and upgraded

1. Multi Use water systems (MUS)
2. Small scale Irrigation schemes upgrades]
3. Technical support for irrigation schemes (design and supervision)
4. Technical support for MUS (design and supervision)
Subtotal
Total Investment Costs
IIl. Recurrent Costs
Total

Quantities Unit Cost Base Cost (US$) Totals Including Contingencies (US$)

Unit 2023 2024 2025 2026 2027 2028 2029 Total _ (US$) 2023 2024 2025 2026 2027 2028 2029 Total 2023 2024 2025 2026 2027 2028 2029 Total
APGS 100 300 300 160 - - - 860 4,500 450,000 1,350,000 1,350,000 720,000 - - - 3,870,000 523,784 1,633,823 1,682,837 924,439 - - - 4,764,883
AC - 5 5 5 - - - 15 30,000 - 150,000 150,000 150,000 - - - 450,000 - 181,536 186,982 192,591 - - - 561,109
AC - - 5 5 5 - - 15 100,000 - - 500,000 500,000 500,000 - - 1,500,000 - - 623,273 641,971 661,230 - - 1,926,475
districts 20 20 20 20 20 20 20 140 4,000 80,000 80,000 80,000 80,000 _ 80,000 _ 80,000 80,000 560,000 93,117 96,819 99,724 102,715 _ 105,797 108,971 112,240 719,383
530,000 1,580,000 2,080,000 1,450,000 580,000 80,000 80,000 6,380,000 616,901 1,912,178 2,592,816 1,861,717 767,027 108,971 112,240 7,971,850
LF 50 150 150 63 - - - 413 1,500 75,000 225,000 225,000 94,500 - - - 619,500 87,297 272,304 280,473 121,333 - - - 761,407
pers-month 90 180 180 180 180 180 - 990 1,000 90,000 180,000 180,000 180,000 180,000 180,000 - 990,000 104,757 217,843 224,378 231,110 238,043 245,184 - 1,261,315
sessions - 7 7 7 - - - 21 1,200 - 8,400 8,400 8,400 - - - 25,200 - 10,166 10,471 10,785 - - - 31,422
165,000 413,400 413,400 282,900 180,000 180,000 - 1,634,700 192,054 500,313 515,322 363,227 238,043 245,184 - 2,054,144
MUSs 50 100 150 100 - - - 400 9,000 450,000 900,000 1,350,000 900,000 - - - 3,600,000 490,614 1,003,144 1,537,295 1,047,058 - - - 4,078,111
schmes - 30 40 30 - - - 100 20,000 - 600,000 800,000 600,000 - - - 2,000,000 - 685,157 935,632 718,704 - - - 2,339,492
schmes - 20 30 20 - - - 70 500 - 10,000 15,000 10,000 - - - 35,000 - 12,102 18,698 12,839 - - - 43,640
MUSs 50 100 150 200 - - - 500 300 15,000 30,000 45,000 60,000 - - - 150,000 17,459 36,307 56,095 77,037 - - - 186,898
465,000 1,540,000 2,210,000 1,570,000 - N - 5,785,000 _ 508,073 1,736,710 2,547,719 1,855,638 ' ' - 6,648,141
1,160,000 3,533,400 4,703,400 3,302,900 760,000 260,000 80,000 13,799,700 1,317,029 4,149,201 5,655,858 4,080,582 1,005,070 354,155 112,240 16,674,135
1,160,000 3,533,400 4,703,400 3,302,900 760,000 260,000 80,000 13,799,700 1,317,029 4,149,201 5,655,858 4,080,582 1,005,070 354,155 112,240 16,674,135
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Table 4: Detailed Cost Table III - AFN II

Laos People's Democratic Republic

Agriculture For Nutrition - Phase 2 (AFN II)

Table 3. Business Partnerships and Market Access improvement
Detailed Costs

Quantities

Base Cost (US$)

Totals Including Contingencies (US$)

Unit 2023

I Investment Costs
A. Support to MSME in food supply chains
1. Support to existing MSME (business planning, market dev) ~MSME -

2. MSME creation (registration, seeder fund) MSME -
Subtotal
B. Business Multi-Stakeholder Platforms
1. MSP sessions, fairs and markets sessions -
2. Matching grants for MSP MSP -
Subtotal
C. Market related infrastructures
1. Food Processing and storage facilities( APG -
2. Access tracks km -
Subtotal

Total Investment Costs
Il. Recurrent Costs

A. DSA for Technical support (DICO) districts 15
B. DSA for Follow-up (PICO) prov 7
Total Recurrent Costs
Total

2025 2026 2027

5 5
10 10
15 15
20 20
100 125
100 150
15 15

7 7

2026 2027

2028

Total 2023 _ 2024

2028

39,544 39,544
120,000 _ 120,000

120,000

163,456

159,544 159,544

25,500 25,500
500,000 _ 500,000

120,000

25,500
500,000

163,456

33,692
681,067

525,500 525,500

450,000 562,500
450,000 _ 675,000

525,500

714,759

900,000 1,237,500

1,685,044

6,000 6,000
1,750 1,750

1,922,544

645,500

6,000
1,750

158,176 - 47,858
600,000 - 145,229
758,176 - 193,086
153,000 - 30,173
1,750,000 - -
1,903,000 - 30,173
1,687,500 - 272,304
1,350,000 - N
3,037,500 - 272,304
5,698,676 - 495,564

42,000 6,984 7,261
12,250 2,037 2,118

878,215

8,173
2,384

7,750 7,750

7,750

54,250 9,021 9,379

10,557

1,592,794 1,930,294
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Table 5: Detailed Cost Table IV - AFN II

Laos People's Democratic Republic

Agriculture For Nutrition - Phase 2 (AFN Il)
Table 4. Enabling environment and partnerships
Detailed Costs

I Investment Costs
A. Multisectoral Planning
1. Village Nutrition Planning
2. Support to PNC
3. Support to DNC
4. Field visits for MAF and MoH management
5. National key stakeholder progress review & evaluation workshops
Subtotal
B. Partnerships
1. Challenge Fund (CSOs)
2. CSO partnerships coordinator
3. Challenge fund events
Subtotal
C. Project Management (MAF)
1. Management TA
a. Finance management officer
b. Assitant financial officer
c. M&E Assitant
d. Accountant
e. Accountants at district level (15)
f. Procurement specialist
9. M&E specialist PMU level
h. Resource
i. Social inclusion specialist
j. Procurement Assistance
k. Food processing and food safety specialist
1. Engineer for water related infrastructure
m. Engineer Access Track
n. Business MSP facilitator
0. Nutrition Advisor
p. KM officer
. Administrative officer
r. Cleaner
s. Translator
1. District procurement officers (15)
u. Agriculture and advisory services specialist
V. M&E specialist at district level (15)
w. PMU drivers (2)
x. District Drivers (15)
Subtotal
2. Equipment
a. Office equipment PMU
b. Accounting software and trainings, closing
c. FWD vehicles (15 non conv + 6prov)
d. Motorbikes for DAFO
e. Office equipment DAFO in 15 non-convergence districts
Subtotal
3. Training and KM
a. Trainings and Workshops
b. KM products
Subtotal
4. Audits and Supervision
a. Audits
b. Supervision
Subtotal
Subtotal
D. Project Management (WFP)
1. Support to MAF Knowledge Management
2. Vehicles
3. Motorcycles
4. Motorcycles for project partners at district level
5. Capacity building for project partners (MAF-PAFO-DAFO)
6. Conferences, trainings, study tours etc.
7. Project Impact Surveys
8. Office equipment for district and province WFP office
Subtotal
E. ProMIS upgrade and roll out
1. IT Service Provider to upgrade ProMIS
2. Trainning on ProMIS
3. 1T Equipment
4. Operating and Maintenance of the IT equipment
Subtotal
Total Investment Costs
II. Recurrent Costs
A. Project Management (IFAD)
1. DSA for DAFO in 15 convergence districts
2. Vehicles O&M
Total Recurrent Costs
Total

limate Change Specialist

Unit

villages
provinces
districts
each
workshop

grants
pers-mth
number

pers-mth
pers-mth
pers-mth
pers-mth
pers-mth
pers-mth
pers-mth
pers-mth
pers-mth
pers-mth
pers-mth
pers-mth
pers-mth
pers-mth
pers-mth
pers-mth
pers-mth
pers-mth
pers-mth
pers-mth
pers-mth
pers-mth
pers-mth
pers-mth

Number
Number
Number
Number
Ls

sessions
products

year
year

Person Month

number
number
number
Ips
number
number

month
year

Quantities Unit Cost Base Cost (US$) Totals Including C (US$)
2023 2024 2025 2026 2027 2028 2029 Total (US$) 2023 2024 2025 2026 2027 2028 2029 Total 2023 2024 2025 2026 2027 2028 2029 Total

100 200 200 - - - - 500 500 50,000 100,000 100,000 - - - - 250,000 58,198 121,024 124,655 - - - - 303,877

6 6 6 6 6 6 6 42 1,500 9,000 9,000 9,000 9,000 9,000 9,000 9,000 63,000 10,476 10,892 11,219 11,555 11,902 12,259 12,627 80,931

20 20 20 20 20 20 20 140 1,500 30,000 30,000 30,000 30,000 30,000 30,000 30,000 210,000 34,919 36,307 37,396 38,518 39,674 40,864 42,090 269,769

- 1 1 1 1 1 1 6 4,000 - 4,000 4,000 4,000 4,000 4,000 4,000 24,000 - 4,841 4,986 5,136 5,290 5,449 5,612 31,313

1 1 1 1 1 1 1 7 5,000 5,000 5,000 5,000 5,000 5,000 5,000 5,000 35,000 5,820 6,051 6,233 6,420 6,612 6,811 7,015 44,961

94,000 148,000 148,000 48,000 48,000 48,000 48,000 582,000 109,413 179,115 184,489 61,629 63,478 65,382 67,344 730,851

- 5 20 20 7 - - 52 30,000 - 150,000 600,000 600,000 210,000 - - 1,560,000 - 181,536 747,928 770,366 277,717 - - 1,977,546

12 12 12 12 12 - - 60 2,500 30,000 30,000 30,000 30,000 30,000 - - 150,000 34,919 36,307 37,396 38,518 39,674 - - 186,815

- - 5 5 2 - - 12 1,500 - - 7,500 7,500 3,000 - - 18,000 - - 9,349 9,630 3,967 - - 22,946

30,000 180,000 637,500 637,500 243,000 - - 1,728,000 34,919 217,843 794,673 818,513 321,358 - - 2,187,307

12 12 12 12 12 12 12 84 2,000 24,000 24,000 24,000 24,000 24,000 24,000 24,000 168,000 27,935 29,046 29,917 30,815 31,739 32,691 33,672 215,815

12 12 12 12 12 12 12 84 1,500 18,000 18,000 18,000 18,000 18,000 18,000 18,000 126,000 20,951 21,784 22,438 23,111 23,804 24,518 25,254 161,861

12 12 12 12 12 12 12 84 1,500 18,000 18,000 18,000 18,000 18,000 18,000 18,000 126,000 20,951 21,784 22,438 23,111 23,804 24,518 25,254 161,861

12 12 12 12 12 12 12 84 1,500 18,000 18,000 18,000 18,000 18,000 18,000 18,000 126,000 20,951 21,784 22,438 23,111 23,804 24,518 25,254 161,861

180 180 180 180 180 180 180 1,260 500 90,000 90,000 90,000 90,000 90,000 90,000 90,000 630,000 104,757 108,922 112,189 115,555 119,021 122,592 126,270 809,306

12 12 12 12 12 12 12 84 2,000 24,000 24,000 24,000 24,000 24,000 24,000 24,000 168,000 27,935 29,046 29,917 30,815 31,739 32,691 33,672 215,815

12 12 12 12 12 12 12 84 2,500 30,000 30,000 30,000 30,000 30,000 30,000 30,000 210,000 34,919 36,307 37,396 38,518 39,674 40,864 42,090 269,769

12 12 12 12 12 12 - 72 2500 30,000 30,000 30000 30,000 30,000 30,000 - 180,000 34919 36307 37,396 38518 39,674 40,864 - 227,679

12 12 12 12 12 12 - 72 2,500 30,000 30,000 30,000 30,000 30,000 30,000 - 180,000 34,919 36,307 37,396 38,518 39,674 40,864 - 227,679

12 12 12 12 12 12 - 72 2,000 24,000 24,000 24,000 24,000 24,000 24,000 - 144,000 27,935 29,046 29,917 30,815 31,739 32,691 - 182,143

12 12 12 12 12 12 12 84 2,000 24,000 24,000 24,000 24,000 24,000 24,000 24,000 168,000 27,935 29,046 29,917 30,815 31,739 32,691 33,672 215,815

12 12 12 12 12 12 12 84 2,000 24,000 24,000 24,000 24,000 24,000 24,000 24,000 168,000 27,935 29,046 29,917 30,815 31,739 32,691 33,672 215,815

12 12 12 12 12 12 12 84 2,000 24,000 24,000 24,000 24,000 24,000 24,000 24,000 168,000 27,935 29,046 29,917 30,815 31,739 32,691 33,672 215,815

12 12 12 12 12 12 12 84 2,000 24,000 24,000 24,000 24,000 24,000 24,000 24,000 168,000 27,935 29,046 29,917 30,815 31,739 32,691 33,672 215,815

12 12 12 12 12 12 12 84 2,000 24,000 24,000 24,000 24,000 24,000 24,000 24,000 168,000 27,935 29,046 29,917 30,815 31,739 32,691 33,672 215,815

12 12 12 12 12 12 12 84 2,000 24,000 24,000 24,000 24,000 24,000 24,000 24,000 168,000 27,935 29,046 29,917 30,815 31,739 32,691 33,672 215,815

12 12 12 12 12 12 12 84 1,000 12,000 12,000 12,000 12,000 12,000 12,000 12,000 84,000 13,968 14,523 14,959 15,407 15,870 16,346 16,836 107,907

12 12 12 12 12 12 12 84 200 2,400 2,400 2,400 2,400 2,400 2,400 2,400 16,800 2,794 2,905 2,992 3,081 3,174 3,269 3,367 21,581

6 6 6 6 6 6 6 42 2,000 12,000 12,000 12,000 12,000 12,000 12,000 12,000 84,000 13,968 14,523 14,959 15,407 15,870 16,346 16,836 107,907

180 180 180 180 180 180 180 1,260 700 126,000 126,000 126,000 126,000 126,000 126,000 126,000 882,000 146,660 152,490 157,065 161,777 166,630 171,629 176,778 1,133,028

12 12 12 12 12 8 - 68 2500 30,000 30,000 30000 30,000 30,000 20,000 - 170000 34919 36307 37,396 38518 30,674 27,243 - 214057

180 180 180 180 180 180 180 1,260 500 90,000 90,000 90,000 90,000 90,000 90,000 90,000 630,000 104,757 108,922 112,189 115,555 119,021 122,592 126,270 809,306

24 24 24 24 24 24 24 168 300 7,200 7,200 7,200 7,200 7,200 7,200 7,200 50,400 8,381 8,714 8,975 9,244 9,522 9,807 10,102 64,744

180 180 180 180 180 180 180 1,260 300 54,000 54,000 54,000 54,000 54,000 54,000 _ 54,000 378,000 62,854 65,353 67,313 69,333 71,413 73,555 75,762 485,583

783,600 783,600 783,600 783,600 783,600 773,600 669,600 5,361,200 912,082 948,343 976,794 1,006,097 1,036,280 1,053,747 939,448 6,872,793

1 - - - - - - 1 5,000 5,000 - - - - - - 5,000 5,438 - - - - - - 5,438

1 - - - - - - 1 40,000 40,000 - - - - - - 40,000 43,501 - - - - - - 43,501

23 - - - - - - 23 40,000 920,000 - - - - - - 920,000 1,000,533 - - - - - - 1,000,533

20 - - - - - - 20 2000 40,000 - - - - - - 40,000 43501 - - - - - - 43501

15 - - - - - - 15 1,500 22,500 - - - - - - 22,500 24,470 - - - - - - 24,470

1,027,500 - - - - - - 1,027,500 1,117,443 - - - - - - 1,117,443

20 20 20 20 20 20 20 140 500 10,000 10,000 10,000 10,000 10,000 10,000 10,000 70,000 11,640 12,102 12,465 12,839 13,225 13,621 14,030 89,923

- - - 1 1 1 2 5 3,000 - - - 3,000 3,000 3,000 6,000 15,000 - - - 3,852 3,967 4,086 8,418 20,324

10,000 10,000 10,000 13,000 13,000 13,000 16,000 85,000 11,640 12,102 12,465 16,691 17,192 17,708 22,448 110,246

1 1 1 1 1 1 1 7 20,000 20,000 20,000 20,000 20,000 20,000 20,000 20,000 140,000 23,279 24,931 25,679 26,449 27,243 28,060 179,846

11 1 1 1 1 1 7 306184 _ 30618 30,618 _ 30618 _ 30,618 _ 30,618 _ 30618 30,618 _ 214,329 _ 35639 38167 _ 39312 _ 40492 41706 _ 42,958 _ 275329

50,618 50,618 50,618 50,618 50,618 50,618 _ 50,618 354,329 58,918 . 63,098 64,991 66,941 68,949 71,018 455,175

1,871,718 844,218 844,218 847,218 847,218 837,218 736,218 6,828,029 2,100,083 1,021,706 1,052,357 1,087,780 1,120,413 1,140,404 1,032,914 8,555,657

6 12 12 12 12 12 6 72 2000 12000 24000 24000 24000 24000 24000 12000 144000 13,968 20046 29,017 30815 31,739 32691 16836 185011

2 - - 2 35,000 70,000 - - - - - - 70,000 76,128 - - - - - - 76,128

26 - - - - - - 26 2,500 65,000 - - - - - - 65,000 70,690 - - - - - - 70,690

20 - - - - - - 20 2,000 40,000 - - - - - - 40,000 43,501 - - - - - - 43,501

1 1 1 1 1 1 1 7 10,000 10,000 10,000 10,000 10,000 10,000 10,000 10,000 70,000 11,640 12,102 12,465 12,839 13,225 13,621 14,030 89,923

- 2 2 2 2 2 2 12 10,000 - 20,000 20,000 20,000 20,000 20,000 20,000 120,000 - 24,205 24,931 25,679 26,449 27,243 28,060 156,566

1 - - 1 - - 1 3 54,000 54,000 - - 54,000 - - 54,000 162,000 62,854 - - 69,333 - - 75,762 207,949

1 1 - - - - - 2 34,050 34,050 34,050 - - - - - 68,100 37,840 38,883 - - - - - 76,723

285,050 88,050 54,000 108,000 54,000 54,000 96,000 739,100 316,620 104,236 67,313 138,666 71,413 73,555 134,688 906,491

- 1 - - - - - 1 50,000 - 50,000 - - - - - 50,000 - 60,512 - - - - - 60,512

- 1 - - - - - 1 25,000 - 25,000 - - - - - 25,000 - 30,256 - - - - - 30,256

- 1 - - - - - 1 15,000 - 15,000 - - - - - 15,000 - 18,154 - - - - - 18,154

- 1 - - - - - 1 2,000 - 2,000 - - - - - 2,000 - 2,420 - - - - - 2,420

- 92,000 - - - - - 92,000 - 111,342 - - - - - 111,342

2,280,768 1,352,268 1,683,718 1,640,718 1,192,218 939,218 880,218 9,969,129 2,561,035 1,634,242 2,098,833 2,106,588 1,576,662 1,279,342 1,234,945 12,491,648

180 180 180 180 180 180 180 1,260 300 54,000 54,000 54,000 54,000 54,000 54,000 54,000 378,000 62,854 65,353 67,313 69,333 71,413 73,555 75,762 485,583

1 1 1 1 1 1 1 11,000 11,000 11,000 11,000 11,000 11,000 11,000 _ 11,000 77,000 12,150 12,464 12,756 13,054 13,364 13,697 14,048 91,533

65,000 65,000 65,000 65,000 65,000 65,000 _ 65,000 455,000 75,004 77,817 80,069 82,387 84,777 87,252 89,810 577,117

2,345,768 1,417,268 1,748,718 1,705,718 1,257,218 1,004,218 945,218 10,424,129 2,636,039 1,712,059 2,178,902 2,188,975 1,661,440 1,366,594 1,324,755 13,068,764

Annex 4 - EFA - Page 7

Draft Copy



IFAD

Investing in rural people

Lao People's Democratic Republic

Agriculture For Nutrition - Phase 2 (AFN I1)
Project Design Report

Annex 4: Economic and Financial Analysis

Mission Dates: 04-18 May 2022
Document Date: 03/12/2022
Project No. 2000003760
Report No. 6231-LA

Asia and the Pacific Division
Programme Management Department

Draft Copy



Draft Copy



PDR Annex 4: Economic and Financial Analysis
[EFA]

I. PROJECT DESCRIPTION

1. The Agriculture for Nutrition — Phase 2 project (AFN II) will be implemented over seven
years in six out of the eighteen provinces of Lao PDR, namely Oudomxai, Phongsaly and
Xiengkhouang in the north and Salavan, Sekong and Attapeu in the south. The area is
mostly rugged and mountainous and has a population of 1.13 million people or
approximately 200,000 households. It is financed through several sources (IFAD loan,
Global Agriculture and Food Security Programme, and the Lao PDR). The project's
development objective is to enable 28,000 vulnerable households living in the project area
to improve their food and nutrition security by 2027. The objective will be achieved
through: gender-transformative activities aimed at improving dietary intake, increasing
resilient and diversified agricultural production and income; enhancing livelihood resilience,
including recovery from COVID-19 impacts; management of natural resources; and access
to services related to agriculture, nutrition, and markets. The project is structured into 3
technical components: Component 1- Community driven agriculture and natural resources-
based nutrition interventions establishment; Component 2 - Business partnerships and
market access improvement; and Component 3 - Enabling environment and partnerships.
The project will be implemented by the Ministry of Agriculture and Forestry (MAF).

II. PROJECT BENEFIT AND THEORY OF CHANGE

2. Project benefit: The project will address the various constraints described above
through interlinked production and market-based interventions. Through component 1, the
project will aim at reducing transaction costs and risks for private actors to deal with
remote smallholder farmers. It will support the capacity of farmers to produce in line with
market needs and to develop market groups which can better interface with market
players. Investments in post-harvest practices and market infrastructure (roads,
processing, storage, etc.) will also contribute to decreased transaction risks and links to
market, thereby decreasing transactions costs. Finally, investment in climate smart
practices, advisory services, local service provision, and water will contribute to decreased
agricultural production risks highlighted under the commercial crop specialization, forest
conversion, and resilience challenges above. Component 2 will engage private sector
entities through three main market-driven strategic interventions: (i) crowding-in
responsible and reliable private sector entities by supporting new and existing MSMEs at
provincial and district levels; (ii) strengthening the business development support function
of the SUN BN to provide services to MSMEs to develop and improve their business
planning, business literacy, and management skills and to access specialized expertise in
processing technologies and finance; and (iii) encouraging and facilitating co-investment
between clusters of APGs and private companies involved in food supply chains. These
interventions will contribute to build back better and make food supply chains more
resilient to future shocks.

3. The primary source of the economic benefit of the project is derived directly from
subcomponent 1la and 1b of component 1 and component 2. The rest of the project
activities work to create an enabling environment for the project to achieve the intended
economic benefit. Fifteen (15) models are developed to assess the impact on the target
beneficiary and society.

Table 6: Primary source of economic benefits of the project

Component Subcomponent Activity Model

Component 1: Subcomponent 1a:

Communlty driven Improved nutritional Integrated Home Integrated Home
agriculture and status of women, Garden Garden for Nutrition
natural resources- children, girls, and other | establishment.

based nutrition vulnerable groups

interventions Subcomponent 1b: Community- Poultry raising
establishment Improved agricultural Based Pig raising
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Component

Subcomponent

Activity

Model

productivity of selected
commodities

(CBOs)

Organizations

Strengthening

Goat raising
Cardamom farm
Galangal farm

Forage farm

Fish culture

Banana farm
Vegetables under net-

built and
upgraded

house
Climate Change
adaptation N .
infrastructures Irrigation (rice)

(irrigation /MUS)

Irrigated crops
diversification

Component 2:
Business partnerships
and market access
improvement

Support to

MSMEs in food
supply chains

Banana processing

Market related
infrastructures

Access tracks
Water supply

Table 7: Main financial and economic benefits

Model

Without Project Situation

With Project Situation

1 Integrated home garden
grants: Vegetables plus
poultry. Poultry Unit: 20
Heads per cycle, 2
cycles per years, 30%
mortality rate, broiler
and chick production.
Vegetable Unit: 0.02 ha,
2 crop cycles per year.

15 head adult chickens/ducks
sales; 5 head adult
chickens/ducks consumed; 50
eggs consumed; 400,000 KIP
revenue from fresh vegetable
sale; and consumed 1,500,000
KIP fresh vegetable.

20 head adult chickens/ducks
sales; 10 head adult
chickens/ducks consumed;
100 eggs consumed; 20 eggs
sale; 1,000,000 KIP revenue
from fresh vegetable sale;
and consumed 2,500,000 KIP
fresh vegetable.

2 Poultry raising: 50
Heads per cycle, 3 cycle
per years, 30%
mortality

180kg Adult Chickens sales,
72kg Adult Chickens
consumed, 168 Eggs consumed

350kg Adult Chickens sales,
100kg Adult Chickens
consumed, 200 eggs
consumed, 220 eggs sale.

3 Pig raising: 4 Heads per
cycle, 2 cycle per years,
30% mortality

100kg Adult pig of 40kg sales
and 100kg piglet sales.

200kg Adult pig of 40kg sales
and 200kg piglet sales in year
1 and 360 year 2 onward.

4 Goat raising: 3 Heads
per cycle, 2 cycle per
years, 20% mortality

40kg of adult goat (25kg) sales

75kg of adult goat (25kg)
sales in year 1; 300kg at year
2; and 500kg from year 3
onward.

5 Cardamom: 1 ha, 1
cycle per year

200kg fresh Cardamom sales

500kg fresh Cardamom sales

6 Galangal: 1 ha, 1 cycle
per year

140kg dry galangal sales, 80kg
fresh galangal sales and 20kg
galangal consumed

300kg dry galangal sales,
200kg fresh galangal sales
and 50kg galangal consumed

7 Forage: 0.2 ha, 1 cycle
per year

700kg fresh grass consumed
and 23kg fresh grass seeds
sales

1500kg fresh grass consumed
and 50kg fresh grass seeds
sales

8 Fish culture: 2000
Heads per cycle, 1 cycle
per years, 20%
mortality rate.

150kg fish sales (tilapia), 50kg
fish consumed (40%)

300kg fish sales (tilapia),
150kg fish consumed (40%)

9 Banana: 0.5ha, 1 cycle
per year, farmer
benefiting from
engagement with the

3,000kg banana sale; 20pieces
of banana shoots sale; 40
pieces of banana blossom and
leaf sales, and 50kg banana
Consumed

7,500kg banana sale 50
pieces of banana shoots sale;
100 pieces of banana blossom
and leaf sales, and 100kg
banana Consumed.
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No. Model

Without Project Situation

With Project Situation

Banana Processing
Facility.

10 | Vegetables under
greenhouse: 0.2ha, 2
cycle per year

1,000kg fresh vegetable sales
and 80kg fresh vegetable
consumed

2,300kg fresh vegetable sales
and 200kg fresh vegetable
consumed

11 Irrigation wet Season
Rice: 1ha, 1 cycle per
year

2,000kg wet season rice sales;
100kg Rice Bran sale; and
2,000kg Own consumed.

2,500kg wet season rice
sales; 500kg Rice Bran sale;
and 2,500kg Own consumed

12 Irrigation wet Season
Rice and Diversification
(garlic and peanut):
1ha, 1 cycle per year

2,000kg Wet season rice,
500kg Garlic, 1,500kg Peanut
and 100kg Rice Bran sale.
Consumes 2,000kg Rice, 500kg
Garlic, and 100kg Peanut.

2,500kg Wet season rice,
1,000kg Garlic, 2,000kg
Peanut and 500kg Rice Bran
sale. Consumes 2,500kg Rice,
600kg Garlic, and 100kg
Peanut.

13 Access tracks of 4km

Increase area of production
and volume after track
construction (25%);
increased yields (5%) of
maize - cassava - cardamom
- garlic etc., transport saving
per HH per year (reduce the
transportation cost) of
200,000 KIP; and time saving
per HH per year of 1,000,000
KIP.

14 | Water supply (MUS): 75
families per scheme

Increase 5% volume of
production after year 3;
200,000 KIP water saving per
HH per year; 500,000 KIP (45
min/day/HH at 30,000
KIP/day) time Saving per HH
per year; and average health
cost saving per HH per year
of 200,000KIP (water borne
diseases decreased such as
diarrhoea).

15 Banana Processing:
Existing enterprise,
upgrading the Banana
drying and processing
facility.

54,000kg Sale of dried
bananas.

67,500 kg Sale of dried
bananas year 1, 81,000 kg in
year 2, and 108,000kg from
year 3 onward.

Project theory of change

8. As described in Section A, the development problem is that small-scale farmers
and rural households including women, youth, ethnic groups, and People with
disabilities living in remote uplands of Lao PDR have not benefitted from recent
strong economic growth and are disproportionally affected by food insecurity and
all forms of malnutrition and poverty. The multiple root causes of the problem
have been further exacerbated since 2020 due to the combined effects of the
COVID-19 pandemic, the conflict in Ukraine, and the current economic crisis.

9. As demonstrated by AFN I, nutrition-sensitive interventions can address the
underlying causes of malnutrition by incorporating specific nutrition objectives
and actions in the design and implementation of agricultural interventions.

10. The pathways of change to support the transition from the development problem
to the project goal are underpinned by complementary outputs and outcomes
under certain assumptions described below.
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11.

12.

13.

14.

15.

The first pathway is under component 1.a. The project will establish
community-driven agriculture and natural resource-based nutrition interventions
that will produce the following outputs: (i) 28,000 households receive improved
climate-smart, gender responsive, nutrition services and training (FNS, SBCC,
various training, promotion of wild foods in local diets); (ii) a conditional cash
grant will target 15,000 people -mainly women- to enable them to implement a
home garden and/or raise small livestock, offsetting the cost and investment of
nutritious produce; (iii) 375 villages receive support in the form of training and
cash grants for food preservation and storage, including the creation or
rehabilitation of 250 rice banks; and (iv) the project will link 30 primary schools
under the Home Grown School Feeding initiative with local producers to enhance
school meals and provide safe, diverse, nutritious, and local foods to school-age
children.

The above outputs are expected to produce the following outcomes: (i) 14,400
households have improved nutrition and health Knowledge, Attitudes and
Practices (KAP) and (ii) 40% of children age 6 to 23 months receive a Minimum
Acceptable Diet (MAD). For these outcomes to occur, the following assumptions
are being made:

Communities, including women and ethnic groups, actively take ownership and
participate in the interventions.

Targeted communities want to improve their health and nutrition status.
Targeted communities are key decision makers in terms of household food
purchases and preparation.

Nutrition and care feeding practice benefits are understood and relevant to the
targeted communities.

Local farmers are interested in engaging in the HGSF initiative and have (or
potentially have) suitable agriculture produce to provide to schools.

The interventions as part of component 1.a. directly address dietary diversity,
food preservation, child feeding, and health-seeking practices. They also address
underlying health and environment-related causes that go beyond access to food.
Interventions can improve year-long household food security, nutrition education
and child-care practices and the socio-economic status of women by promoting
empowerment and gender equality. These aspects lead to an improvement in
affordability, accessibility, and use of nutritious and diverse diets.

An interlinked change pathway (component 1.b) is to support 15,000
households in adopting environmentally sustainable and climate resilient
technologies and practices as an outcome of the following outputs: (i) 22,400
household members receive productivity enhancement support by implementing
APG grants; (ii) 10,000 households receive inputs or services on climate resilient
or sustainable agriculture practices; (iii) 68,000 ha of land-area receive improved
production support; and (iv) 1,100 producer-based organizations are supported
(current APGs and 100 WUGS).

Promoting the agricultural sector with a view to nutrition-sensitive productivity
will assist in accelerating nutritional gains in the target communities. It will
enhance the production of diverse and nutritious crops that enrich the quality of
diets and include micronutrient-rich foods and indigenous/wild food crops. The
creation of home gardens and small livestock raising promotes the production of
nutrient-rich fruits and vegetables adapted to local conditions. APG investments
also contribute to increased food production and generate income under the
assumption that improved practices are adequate, adopted, and actively
disseminated by farmers who contribute in-kind to the initial investment (project
grants) and mobilise resources to further develop production. Another
assumption underpinning this outcome is that Village Agriculture Technicians,
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16.

17.

18.

19.

20.

21.

22.

23.

Village Veterinary Workers, and Lead farmers deliver effective last mile advisory
services to APG members with support from DAFO.

A second change pathway is to: (i) build or rehabilitate 500 inclusive and
accessible processing, storage, and market facilities (storage, collection points,
etc.); (ii) support 600 producer organization (APGs) to engage in formal
partnerships/agreements or contracts with public or private entities in food value
chains through Multi-Stakeholder Platforms (MSP) and matching grant facilities;
(iii) support 50 MSMEs to join the SUN Business Network as new members and
receive business development, marketing support, and access to finance; and
(iv) rehabilitate existing rural access tracks.

The combined outputs above under component 2 are expected to produce the
following outcome: 15,000 households and farmers report improved physical
access to markets, processing, and storage facilities.

The third pathway to change is to deliver the following outputs: (i) 30
substantive deliverables on food security and nutrition processes are completed
in the form of multisectoral nutrition plans linked with the current NPAN and SEDP
for the period 2021-2025; (ii) 5 knowledge products are completed with project
support related to agriculture, natural resources management (promotion of wild
foods), and food/nutrition security. These will contribute to policy dialogue and
the preparation of the NPAN and SEDP for the period 2026-2030; (iii) around 40
CSOs directly support communities in implementing their village nutrition plans
and other nutrition-sensitive interventions involving women, youth, ethnic
groups, and People with disabilities.

These above outputs are expected to result in NDCs endorsing and supporting
village nutrition plans as evidence of improved multisectoral and cross-level
coordination as an outcome of component 3.

Overall, the three pathways of change above are expected to result in
achieving the Project Development Objective that is to “enable 28,000 vulnerable
households to improve and diversify nutritional and socio-economic outcomes,
adopt gender-transformative practices, build resilience to climate conditions, and
improve productive and marketing capacities”.

This objective is attained through the following complementary pathways: (i)
16,800 households with increased incomes by 20% by 2030; (ii) 14,400 women
(80%) reporting Minimum Dietary Diversity (MDD-W); (iii) 16,800 households
with increased climate change resilience by 30% (measured by the IFAD
resilience scorecard); (iv) 16,800 individuals, specifically women, with improved
empowerment (measured by the IFAD empowerment score card); and (v)
16,800 households with 20% decreased food insecurity measured by the Food
Insecurity Experience Scale (FIES).

The above project level outcomes will contribute to delivering the Project Goal
which is to enable 28,000 vulnerable households living in the project area to
improve their income by 20% by 2030.

The underpinning assumption is that stakeholders actively participate,
contribute, and take ownership to sustain and further develop project
interventions beyond project completion. This assumption will be verified by
assessing: (i) to what extent target households report they can influence
decision-making of local authorities and project-supported service providers and
(ii) to what extent they are satisfied with project-supported services. Stakeholder
engagement will be supported by consultations, FPIC, community-based
planning, strengthening of CBOs, and effective feedback loops, including
grievance redress mechanisms.
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Figure 1: The Theory of Change
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III. FINANCIAL ANALYSIS

4. The objective of this Financial Analysis is to assess the interest of the beneficiaries in
participating in the project in terms of benefits, financial viability, and associated risks of
adoption. Overall conclusions will then be drawn on the profitable investment activity and
livelihoods of the beneficiaries as well as the risks they take in order to participate. The
data used for the analysis will come from a range of sources including: (i) the Cost and
Benefit Analysis conducted by National Agriculture and Forestry Research Institute (NAFRI,
under MAF) for AFN, Mar 2022; (ii) AFN M&E data; (iii) the AFN II design mission in May
2022; and (iv) the AFN Supervisory Mission in June 2022.

5. The AFN II project is planned over 7 years. The Financial Analysis is considered over
a 10-year lifetime, although most project results would be expected to last longer if
properly sustained. In the financial analysis, each model compares the costs and benefits
of beneficiary activity with and without the project. This analysis aims to ensure that
project beneficiaries have a financial incentive to participate in activities (through increased
revenues) and that they will be able to sustain the investments proposed.

6. The financial analysis considers investment from the perspective of an individual
beneficiary, a beneficiary household, or a village. Nutrition activities are included in the
economic rather than financial analysis. All costs are included in the activity models and
valued at market cost or opportunity cost (for labour) whether the project or beneficiaries
are paying. All benefits are valued at market cost or opportunity cost (for time savings).
Products that are consumed by the household (rice, eggs) are also valued at market cost.

7. The average family size in rural areas of North and South Lao PDR is six (6) people,
with some slight differences between provinces. Farm households have very different
amounts of available labour and individual households face varying labour constraints over
the years. Women, in particular, bear the burden of domestic and childcare responsibilities,
particularly during their child-bearing years. For the purpose of analysis, it is assumed that
the typical household includes two (2) adult labourers and may be comprised of a young
couple or a widow with an adult son or daughter. One adult is able to dedicate nearly all
their time to productive work while the other is assumed to spend half their time on
domestic chores and childcare. Both adults are assumed to spend about 10% of their time
on social obligations, cultural activities, and/or experiencing ill health. These assumptions,
which as far as possible reflect the real situation, result in an average amount of family
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labour availability of 493 days out of a possible 730 days per year. Labour in poor and
especially women-headed households may be severely constrained. It is assumed that in
a household with only one adult worker available 25% of their time is taken up by domestic
chores, childcare, social and or cultural obligations, or lost to ill health. Therefore only 75%
of their time is available for productive on or off farm activities. These assumptions result
in an amount of total annual labour availability equal to 274 days per worker.

8. We can evaluate the average returns per workday. Here, we can assume a financial
rural wage rate of 80,000 LAK (US$5.37) per workday for all paid labour. This wage rate
remains stable in both the busier (May-November) and slacker months (December — April).
Women labourers are paid commonly the same as men. In poorer and more remote
communities, some job-seekers may spend time unsuccessfully looking for off farm
employment. For all activities, family labour represents an opportunity cost relative to
wage labour and this cost is valued at 60% of wage labour. Time saved as result of
infrastructure built was also valued at the opportunity cost of labour. A caveat to this
approach is that the opportunity cost of labour is likely to vary significantly from one
household to another.

9. For each model, a “without project (WOP)” situation is compared to a “with project
(WP)" situation. In the WOP situation, we consider the situation of beneficiaries prior to
the project intervention. The WP situation considers the beneficiaries’ investments and
activities enabled by project support. A model is considered as profitable if the beneficiaries
can derive more income after the project investments. All models include all the costs
necessary for an activity, including investment and recurrent costs. The sequence of tasks
undertaken in this financial analysis are the following: (i) Develop different budget models
(Farm and Enterprise Models) with WOP and WP scenarios; (ii) Compare the discounted
cash flows in order to determine the net incremental benefits (NIB) of the proposed
interventions; (iii) Calculate the project financial profitability indicators of each model (i.e.
financial NPV, financial IRR and B/C ratio); (iv) Assess family incomes and establish
financing/credit needs by performing a ‘sustainability analysis’; and (v) Run sensitivity
analysis on the risk of adoption.

10. Crop-Farm Model: The type of farm land available to a household, its extent, and its
productivity level are crucial factors in determining a family’s ability to satisfy food
requirements and generate a saleable surplus to meet other domestic needs. Most of the
target farmers depend on slash and burn agriculture. The majority were given 3-4
productive fields by the authorities of approximately ha/field. They monocrop one field
each year on a rotational basis. They may add some vegetable production to their
productive field, but is too small and insignificant for financial analysis purposes. Very few
farmers have flat land along the river which might benefit from the existing irrigation
scheme. For the purpose of the EFA, and due to mono-cropping situation, there is no
separate model between the crop and farm.

11. Farm model based on different crops: Farm budgets have been prepared for Rice,
Cardamom, Galangal, Forage, Banana, Vegetables, etc. Rice is a key crop and staple food
in most rural livelihood strategies. A farm household’s primary concern is to produce
enough rice for home consumption. Cardamom and Galangal are increasingly grown,
however, and represent upland cash crops. Vegetables, in turn, represent nutritious crops
for both home consumption and sale.

12. Farm model with small livestock: Almost all families keep chickens, ducks, and
pigs on a grazing and scavenging basis. Productivity among them is relatively low due to
a lack of hygiene, infectious disease, lack of vaccination, and poor nutrition. Disease
outbreaks amongst poultry can lead to 100% losses within a short timeframe. Fattening a
single, indigenous breed of pig is normally done over a seven-month period using kitchen
scraps and a mix of fishmeal and soybeans. Purchased feed is not in common and is
replaced by homegrown wild vegetables and mixed feed. Four livestock budgets have been
prepared: Poultry raising, Pig raising, Goat raising, and Fish culture. The poultry model is
based primarily on a typical model implemented in AFN, whereby hens and a rooster are
purchased to produce and fatten small chicks. The model assumes that 50% of eggs turn
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into chickens and that the remaining eggs are eaten. Vaccination is included in the model.
For pigs, the model considers the fattening of pigs for sale in the local markets as fresh
meat with some piglets being sold live. Vaccinations are included in the model.

13. Enterprise model for SMEs: The agricultural value chain sector is characterized by
the “missing middle” and dominated by informal actors and unregulated trade practices.
Because of the broadly unregulated business environment, traders and producers alike are
generally wary of engaging in formal contracts that they might not be able to fulfil.
Moreover, village and district authorities are generally not in a position to mediate business
disagreements or enforce terms of contracts, even when they have been endorsed by the
same authorities. In addition, limited post-harvest infrastructure constrains food
conservation and value addition. From the viewpoint of remote rural households, market
failures affect the sale of agricultural products, but also food purchases from the market
for household consumption. The project intends to support the establishment of
approximately 50 new MSMEs in the target districts and provinces and will apply due
diligence to ensure that businesses have demonstrated commitment to the SUN BN
principles. These MSMEs registered at district level will become members of a subgroup of
the national SUN BN. The project will provide business literacy and management training
and matching grant facilities in the start-up phase for these businesses. They will have
access to regular product supply through partnerships with Agricultural Production Groups
(APG) supported under component 1.b of the project. In their development phase, the SUN
BN members (new and pre-existing MSMEs) will also receive assistance to access financial
services. Banana Processing Facilities have been identified by the design team as an entry
point and showcase for engagement with the MSMEs. This will include investment in drying
floors, solar dryers, threshers/sorters, cooling systems, improved milling and processing
equipment, packing units, weighing stations, collection centres, etc. Post-harvest and
storage facilities will contribute to reduce food waste. Depending on the market need, it is
expected that similar business operation units of a similar size will be involved in the
project. The Banana Enterprise Model is, therefore, used as basic model for the EFA.

14. Farm model and other infrastructure: Rural infrastructures (access roads,
irrigation, electricity) have improved over the recent decades, but in many areas these
infrastructures are not effectively delivering services to farmers and rural dwellers.
Undernutrition in children is not only linked to poverty, maternal nutrition, low maternal
education levels, harmful traditional practices, and adolescent pregnancy, but also lack
access to clean water, sanitation, and health services. Three farm models are established:
Access tracks, Water supply (MUS), and Irrigation (which is incorporated in the rice crop
model). Costs include the building and yearly maintenance costs over the lifespan of the
infrastructure. The costs of beneficiaries using infrastructure is not added to avoid double
counting of costs since money collected from user fees is used to cover maintenance costs.
For the gravity irrigation system, benefits come from the 38% increase in paddy rice yields
and the possibility of growing crops off- season. The model considers a gravity irrigation
scheme that reaches 12 hectares, corresponding to about 14 households. In practice,
additional households would presumably benefit from the irrigated land off- season. This
is because the high labour- intensity of vegetable production means that more households
would group together for vegetable production. For roads, benefits come from an increase
in household income as result of the road (for instance, from additional commercialisation
opportunities) and from time savings. Agricultural roads (with a focus on access to fields
rather than the village) are estimated at reaching 40% of village households according to
AFN data. The water system reaches 100% as all households. For water, the benefits come
from time saving for collecting water and from additional water consumption. The data
considered have been calculated based on the methodology used in the Economic Analysis
done as part of the Cost and Benefit Analysis conducted by the National Agriculture and
Forestry Research Institute (NAFRI, under MAF) with some modifications.

15. Prices: All costs and benefits are valued at market prices. Only cash inflows and
outflows are considered (depreciation, reserves, and other accounting items not
corresponding to actual flows are excluded). The financial prices used were those current
in the project area and are taken from the Cost and Benefit Analysis conducted by the
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National Agriculture and Forestry Research Institute (NAFRI, under MAF) in March 2022.
The price was then adjusted during the mission.

16. The inflation rate in May 2022 was 12.81% (according to the National Bank of Lao
PDR, 2022). The official exchange rate was 15 033 LAK per US dollar. EFA will not
consider the inflation rate and the fluctuation of the exchange rate. The impact of the
inflation and exchange rates are addressed by the sensitivity analysis in the Economic
Analysis section.

Table 8: inflation rate over 10 years

Year 2012 | 2013 | 2014 | 2015 | 2016 | 2017 | 2018 | 2019 | 2020 | 2021 10-year average
Inflation

rate

(%) 4,26 | 6.37| 4.13| 1.28| 1.60| 0.83 | 2.04 | 3.32 | 5.07 | 3.75 3.27%

Source: Bank of Lao PDR (https://www.bol.gov.la/en/inflation, accessed in July 2022)

17. Poverty Levels: Five target provinces account for more than half of the poor in Lao
PDR: Savannakhet (20.6%), Oudomxai (8.7%), Khammuane (8.3%), Salavan (8.0%) and
Luang Prabang (7.7%). The incidence of poverty is typically higher among agricultural
households, Hmong-Iumien, and households headed by a person with incomplete lower
secondary education or an unemployed person. Moreover, these gaps have widened. The
national poverty line is estimated at LAK 280,910 per month per person at 2019 prices
(approximately $1.1 a day or $2.4 a day in 2011 purchasing power parity [PPP] terms).
This is equivalent to 3,370,920 LAK (US$226.19) per capita per annum. According to the
data collected by AFN, household on farm income has increased from 48.7% to 50.0% with
project support.

18. Food Security: Food insecurity remains a pressing problem among low-income
households in rural areas. Food insecurity is highest in the central/southern and northern
highlands which make up the project area. These households are characterized by
livelihoods that rely on cash crop production, shifting upland cultivation, and unskilled
labour. They are poorer, lack assets, have smaller plots of land and limited access to
infrastructure, and are likely to belong to an Ethnic Group. Following the Agriculture
Development Strategy to the year 2025 and Vision to the year 2030, rice production is
used as a proxy indicator for national food security. The national food security threshold is
defined as 2.5 million tons of paddy including:

e Paddy rice for consumption about 2.1 million tons (9 million people x 234 kg of
paddy rice/person/year).

e Rice reserve 400,000 tons (or milled rice 240,000 tons; self-sufficiency for 2-3
months).

e Rice seeds about 100,000 tons.

The project will use the “Food Insecurity Experience Scale methodology” developed by FAO
to track the impact on food security in the target area. For the purpose of the EFA, the
monetary term is calculated as a proxy indicator at the household level:

Table 9: Food security

Household size 6
Paddy rice for consumption / person / year 234 kg
Self-sufficiency for 3 months 58.5kg
Rice seed for 1 season (use own seed, not improved

variety) 80kg
Price of Paddy 3000 LAK
Monetary term for one household of food security per

year 4 627 500 LAK
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5 Nutrition: One third of children under five (CU5) are stunted. This is a very high
proportion compared to the World Health Organization (WHO) benchmark. The prevalence
of wasting increased from 6% in 2012 to 9% in 2018. Concurrently, anaemia affects 44.1%
of CU5s and 39.8% of women and girls of reproductive age (15-49 years), making it a
severe public health problem. Overweightness and obesity are increasing, with 15.7% of
children and adolescents age 5-19 classified as overweight.

Table 10: Nutritional status of children under 5, featuring core nutrition
indicators in the project area

Stunted | Wasted | Underweight | Overweight | Inadequate Child
Food Diversity
Score
National 33.0% 9.0% 21.1% 3.5% 84%
Phongsaly 54.0% 8.9% 27.7% 10.0% -
Oudomxai 42.7% 6.2% 24.2% 1.7% 79%
Attapeu 29.6% 15.0% 25.9% 2.4% 92%
Sekong 49.9% 8.0% 34.8% 2.2% 94%
Salavan 42.9% 12.5% 28.6% 2.7% 95%

Source: Lao Social Indicator Survey II (LSIS II) 2017, Survey Findings Report, 2018, Lao
PDR.

6 Four of the five target provinces have considerably higher prevalence of malnutrition
than the national average. The poverty graduation criteria of decree 348 defines an
acceptable nutrition level as having food to eat that provides over 2,600 kilocalories of
energy per person per day. According to the MAF Agricultural Development Strategy, to
ensure people get at least 2,600 Kilocalories per person per day, the minimum amount of
each type of food needs to be ensured for annual consumption as follows:

e Milled rice: 160 kg/person/year (or equivalent to 280 kg of paddy rice/person/year).
e Flour: 5 kg/person/year.

e Meat, fish and eggs: a total of 65 kg/person/year; this includes pork - 13
kg/person/year, poultry/meat - 9 kg/person/year, other meat - 7 kg/person/year,
eggs - 6 kg/person/year, and fish - 30 kg/person/year.

Vegetables: 50 kg/person/year.

Legumes/beans - sesame (dried): 2 kg/person/year.

Sweet corn: 2.5 kg/person/year.

Tuber/ground roots (taro, potatoes etc...): 2.5 kg/person/year

Fruits: 30 kg/person/year.

Sugar: 1 kg/person/year.

Milk: 3 kg/person/year.

Fat/oil: 23 kg/person/year.

7 The project will track the number of women reporting Minimum Dietary Diversity (MDD
W indicator) and improved knowledge, attitude, and practices for nutrition. For the EFA
purpose, the monetary term is calculated as a proxy indicator at the household level:

Table 11: Nutrition

Food items Unit | Qty Unit cost (LAK Total
Attapeu Oudomxai | Average
Paddy rice kg 280 3 000 4 000 3 500 980 000
Flour kg 5 22 000 22 000 22 000 110 000
Pork Meat kg 13 49 000 52 500 50 750 659 750
Poultry Meat kg 9 43 500 50 000 46 750 420 750
Other meat (beef, buffalo) kg 7 59 250 67 500 63 375 443 625
Fish kg 30 33 000 28 875 30938 928 125
Eggs kg 6 1 600 1500 1 550 9 300
Vegetables kg 50 10 857 9714 10 286 514 286
Legumes/beans - sesame (dried) kg 2 3 500 3 500 3 500 7 000
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Sweet corn kg 3 11 500 8 000 9 750 24 375
Tuber/ground roots (taro, cassava, | kg

etc...) 3 10 667 7 333 9 000 22 500
Fruits kg 30 8 333 10 556 9 444 283 333
Sugar kg 1 8 500 12 000 10 250 10 250
Milk kg 3 20 000 26 000 23 000 69 000
Fat/oil kg 23 16 167 70 000 43 083 990 917
Total minimum spending per

year per person 5473 211

RESULTS OF THE FINANCIAL ANALYSIS
Benefit Analysis

8 The results of the Financial Analysis show that overall the proposed activities are highly
profitable with positive NPVs at a discount rate of 10%. (The current 7-year government
bond is 7.2%, but the Government plan is to increase the rate to 10% next year. Therefore,
a discount rate of 10% is used as a best-case scenario). The results of the Financial Analysis
show that all proposed activities are profitable with positive NPVs. Of all the activities
modelled, goat-raising appears particularly more profitable than others. Galangal has the
highest cost-benefit ratio and cardamom has highest return to family labour. Irrigation wet
season rice, forage, and the integrated home garden grants are among the less profitable

business options promoted by the project.

Table 12: Benefit analysis

Return to Return to
No. Model (I;f::(’) (I'j;;) rBa{icc:) family labour | family labour
(LAK) (Uss)
1 Goat raising 80 006 208 5322 4.58 141 479 9.41
Irrigation wet
2 Season Rice and
Diversification 44 886 609 2 986 2.35 212 660 14.15
3 Banana 28 662 225 1907 1.99 120 300 8.00
4 Pig raising 28 059 692 1 867 1.20 124 750 8.30
5 Cardamom 25 007 533 1 664 1.51 276 900 18.42
6 Poultry raising 24 196 811 1610 1.54 132 450 8.81
7 Vegetables under
greenhouse 23 933 089 1592 1.84 118 000 7.85
8 Galangal 22 530 729 1 499 6.79 146 620 9.75
9 Fish culture 21 075 865 1 402 2.03 83 000 5.52
10 Irrigation wet
Season Rice 9 189 193 611 1.83 98 920 6.58
11 Forage 6 251 352 416 2.91 165 333 11.00
12 Integrated home
garden grants 5013 012 333 1.52 87 345 5.81
9 On-farm income reached to 50% of household income based on AFN results and with

project support. Based on this, the proxy facility income was calculated in Table 22. The
results of the Financial Analysis show that all proposed activities have a positive impact on
food security at the project level for household beneficiaries. Irrigation, diversification wet
Season Rice, Poultry, Goat, Pig, Banana, and Greenhouse Vegetables have a positive
impact on the poverty situation of the HH beneficiary. The Poultry, Goat, and Irrigation
diversification wet Season Rice activity have positive impact on both poverty situation and
nutrition at the HH beneficiary level.
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Table 13: Impact on poverty, food security and nutrition

Average Total National Poverty Food Security Nutrition
No Model Income Family Nati - -
: (before family income at_lonal Impact Nat_lonal Impact Nat_lon Impact
labour costs) line line al line
Irrigation wet
1 Season Rice and 32 839
Diversification 42532 000 | 85064000 | 20225 520 Positive | 4 627 500 Positive 266 Positive
> Poultry raising 32 839
19 867 500 39 735 000 20 225 520 Positive 4 627 500 Positive 266 Positive
3 Goat raising 32 839
16 977 500 33 955 000 20 225 520 Positive 4 627 500 Positive 266 Positive
4 Pig raising 32 839
14 970 000 29 940 000 20 225 520 Positive 4 627 500 Positive 266
5 Banana 32 839
12 030 000 24 060 000 20 225 520 Positive 4 627 500 Positive 266
6 Vegetables under 32 839
greenhouse 11 800 000 23 600 000 20 225 520 Positive 4 627 500 Positive 266
7 Irrigation wet 32 839
Season Rice 9 892 000 19 784 000 20 225 520 4 627 500 Positive 266
8 Cardamom 32 839
9 780 000 19 560 000 20 225 520 4 627 500 Positive 266
9 Galangal 32 839
7 552 000 15 104 000 20 225 520 4 627 500 Positive 266
10 Fish culture 32 839
7 470 000 14 940 000 20 225 520 4 627 500 Positive 266
11 Integrated home 32 839
garden grants 4 804 000 9 608 000 20 225 520 4 627 500 Positive 266
12 Forage 32 839
2 480 000 4 960 000 20 225 520 4 627 500 Positive 266

Financial viability Analysis

10 Financial viability refers to cash flow analysis to determine the ability to generate
sufficient income to meet operating expenditures, debt commitments and, where
applicable, allow long-term farm business growth. Farmers in the target area have little
access to the credit lines offered by the MFI and other financial institutions. Informal-
lending interest rates are 3-5% per month. For the purpose of financial cash flow analysis,
36% total interest per year is used. In all cases, farmers tends to borrow only 40% of their
investments. The cash- flow should allow the household to pay back a loan after 3 years
and 1-year grace period.

11 The cash flow analysis confirms that all activities generate positive cash flows annually.
The subsidy from the project is LAK 3 600 000 per household. All models are financially
viable for the target beneficiaries. Irrigation Wet Season Rice and Diversification generates
the highest annual cash flow.

Table 14: Cash flow analysis

No. Model yvc . . Annual
requirement Subsidy Own Saving Borrow Cash flow

1 Irrigat!qn V\{et Season Rice and

Diversification 11 768 000 [ 3 600 000 4 900 800 3267 200 | 266 368 600
2 Pig raising 18 300 000 | 3 600 000 8 820 000 5 880 000 89 388 000
3 Goat raising 10 550 000 | 3 600 000 4 170 000 2 780 000 83 783 000
4 Poultry raising 10 312 500 | 3 600 000 4 027 500 2 685 000 83 424 750
5 Vegetables under greenhouse 3 200 000 3 600 000 68 500 000
6 Banana 8 900 000 | 3 600 000 3180 000 2120 000 | 68 382 000
7 Cardamom 101 300 000 [ 3 600 000 58 620 000 [ 39 080 000 | 54 838 000
8 Fish culture 4 530 000 | 3 600 000 558 000 372 000 | 45 094 200
9 Galangal 3580 000 | 3600 000 43 570 000
10 | Irrigation wet Season Rice 4 008 000 | 3 600 000 244 800 163 200 | 23 560 520
11 | Forage 4 300 000 | 3600 000 420 000 280 000 [ 15 658 000

Annex 4 - EFA - Page 19

Draft Copy




| 12 | Integrated home garden grants 3100 000 1 800 000 780 000 520 000 9 454 000

Risk on adoption

12 A sensitivity analysis confirms that all activities except pig raising would remain
profitable in the event of a 20% cost increase and 20% decline in income.

Table 15: Sensitivity analysis

No. Model NPV Cost +20% NPV Income -20% NPV cost
+20% and
income -
20%
1 Goat raising 75 533 818 59 532 576 55 060 186
5 Irrigation wet Season Rice
and Diversification 38 256 730 29 279 408 22 649 529
3 Galangal 21 752 548 17 246 402 16 468 220
4 Banana 22 842 884 17 110 439 11 291 098
5 Fish culture 16 995 873 12 780 700 8 700 707
6 Vegetables under
greenhouse 18 249 364 13 462 747 7 779 022
7 Forage 5 596 806 4 346 536 3 691 990
8 Irrigation wet Season Rice 6 971 617 5133 778 2916 203
9 Poultry raising 15 188 776 10 349 414 1341 380
10 | Cardamom 15 262 078 10 260 571 515117
11 Integrated home garden
grants 3 085 885 2 083 283 156 156
12 | Pig raising 327 776 (5 284 163) (33016 079)

Overall conclusion

13 The results of the Financial Analysis show that although all the proposed activities have
positive NPVs, Poultry Raising, Goat Raising, and Irrigation Wet Season Rice and
Diversification are the most attractive ones for the target beneficiary. They are the
activities that are most profitable, less risky, and have a positive impact on poverty, food
security, and nutrition.

14 Pig Raising is probably still not attractive due to the Asian Swine Flu outbreak. AFN
reports also show that, during midline survey, there was a big reduction in numbers,
production, and sales of pigs. During the last Impact Survey in 2021, numbers had
rebounded slightly.

III. ECONOMIC ANALYSIS

15 The data used for this analysis come from a range of sources, including the AFN M&E
database and internal reports and the Ministries of Commerce and Industry, Agriculture
and Forestry, and Finance.

16 This economic analysis compares benefits in terms of the situation with and without
the project as in the financial analysis. The analysis is done over a 20- year period, which
includes the seven-year project investment period and using, as above, a discount rate of
10%. The incremental benefit stream in economic terms has been derived from the farm
models.

17 The following factors and assumptions underlie this economic analysis: (i) Goods move
freely within the project area in response to market signals although they may be
hampered by unofficial barriers to trade; (ii) The currency circulating freely in the project
area is LAK. Thus, it may be safe to assume that prices in the local currency reflect closely
the economic value of goods and services; (iii) Most fertiliser and pesticides come across
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the border from Vietnam, Thailand and China. Some agricultural outputs may find their
way into the Thai and Viethamese markets. Hence, all agricultural inputs and outputs are
traded internationally in regional markets. However, a significant part of incremental
production is consumed on farm or within the project area, such as in nearby district and
provincial capitals; (iv) Economic costs are net of duties, taxes, and price contingencies,
but inclusive of physical contingencies. All costs directly associated with incremental
production are included in full. This includes incremental farm inputs and family labour.
Economic costs from the project are generated directly from COSTABs. Economic costs are
net of credit and financing costs.

18 The standard conversion factor (SCF) of 0. 985 is used to convert the financial value
of the tradeable goods into an economic value. The calculation of the SCF follows the
following formula:

SCF=M+X)/(M+ X-TX +TM)
M: Import; X: Export; TX: Export tax; TM: Import tax

Table 16: A standard conversion factor (SCF)

In '000 000

LAK 2017 2018 2019 2020 2021 Average |
Export value 39277880 | 44326736| 46631072 | 2833344 | 2897384 | 27193283
Import value 41277672 | 46785176 | 46379568 | 13381624 | 14534296 | 32471667
Export tax

duty collected 215 450 224 348 268 052 286 664 326 738 264 250
Import tax

duty collected 739 717 813 852 849 308 726 093 835 223 792 839
SCF 0.994 0.994 0.994 0.974 0.972 0.985

(Source: Ministry of Finance, 2022)
Table 17: Application of the SCF

Item Conversion Factor
Tradable goods 0.985
Exchange rate 0.985
Non-tradable and agricultural products including labour 1
Interests on loans 0

19 The project does not have a specific activity supporting job creation in rural areas.
Therefore, the standard conversion factor for labour will be 1.

20 The cohort aggregation of the project benefit is calculated following the phasing plan
as indicated in the Tables 27 and 28.

Table 18: Phasing of project geographic targets

Target Proposed | Convergence | Non- Total YEARS
Provinces target districts convergence | target
districts districts villages | 1 2 3 4 5 6

Phongsaly Samphanh 1 25 25 25 25 25 25 25 25
Phongsaly Kua 1 25 25 25 25 25 25 25 25
Phongsaly BounTay 1 25 25 25 25 25 25 25 25
Phongsaly Phongsaly 1 25 5 15 25 25 25 25
Phongsaly Nyot-Ou 1 25 5 15 25 25 25 25
Oudomxai La 1 25 25 25 25 25 25 25 25
Oudomxai Nga 1 25 5 15 25 25 25 25
Oudomxai Beng 1 25 5 15 25 25 25 25
Oudomxai Pakbeng 1 25 5 15 25 25 25 25
Xiengkhouang* | Nong Het 1 25 25 25 25 25 25 25 25
Xiengkhouang* | Mok 1 25 5 15 25 25 25 25
Sekong Kaleum 1 25 5 15 25 25 25 25
Sekong Dakcheung 1 25 5 15 25 25 25 25
Sekong Lamam 1 25 5 15 25 25 25 25

Annex 4 - EFA - Page 21

Draft Copy




Target Proposed Convergence | Non- Total YEARS
Provinces target districts convergence | target
districts districts villages | 1 2 3 4 5 6 7
Salavan Samouay 1 25 5 15 25 25 25 25
Salavan Ta Oi 1 25 5 15 25 25 25 25
Salavan Toomlarn 1 25 5 15 25 25 25 25
Attapeu Sanamxay 1 25 5 15 25 25 25 25
Attapeu Sanxay 1 25 5 15 25 25 25 25
Attapeu Phouvong 1 25 5 15 25 25 25 25
Total 20
5 15 500 | 125 | 200 | 350 | 500 | 500 | 500 | 500
Table 19: Phasing of project target households
No. | Project years 1 2 3 4 5 6 7
1 Integrated home garden grants
6 000 | 4500 | 4500
2 APG Poultry raising
2600 | 1950 | 1950
3 APG Pig raising
1600 | 1200 | 1200
4 APG Goat raising
1600 | 1200 | 1200
5 APG Cardamom
800 600 600
6 Galangal
680 510 510
7 APG Forage
680 510 510
8 APG Fish culture
680 510 510
9 APG Banana
680 510 510
10 Vegetables under greenhouse
680 510 510
11 Irrigation Wet Season Rice
4800 | 3600 | 3600
12 Irrigation Wet Season Rice and
Diversification 2 400 1 800 1 800
13 Access tracks: # of line of 4Km road
25 25 25
14 Water supply (MUS): # facility with
30HH 133 133 133
15 Banana Processing (compan
rocessing (company) 20 15 15

21 Based on the experience of the current AFN project, the analysis assumed that 70%
of the beneficiaries will actively participate in the project and their business success rate
will also be 70%. However, this assumption is not applicable to the Access Track and Water
Supply model.

22 The economic analysis seeks to model the benefits of nutrition activities based on AFN
results. Nutrition support activities are included in all components of the project, including
home nutrition gardens, group cooking activities, and training for the preparation of
nutrition food among others. Nutrition activities will have benefits in the short term (e.g.
access to nutritious foods), but also in the long term, mainly through improved nutrition
levels. This economic analysis discusses the benefits of improved nutrition in terms of the
cost savings resulting from reduced mortality or health related costs and/or morbidity and
productivity enhancement.

23 The economic benefits are considered to include both the additional revenues and
savings from modelled activities and the long- term impact of improving nutrition and
reducing stunting. The reduction in stunting would result from the activities of AFN II, but
also from other projects in the area. The benefits of reduced stunting are primarily long
term as increased lifelong earnings only start accruing in adult age. To capture the fact
that the benefits of the nutrition activities will mainly occur once the children who
benefitted from improved nutrition reach adult age, the analysis covers a 30-year span;
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but only the first 20 years are included in the economic analysis. The benefits of stunting
reduction can be classified into: (i) savings on health care costs for the first two years of
life and (ii) increased earnings later- on in life or from age 18 onward.

24 Parameter 1- Savings on health care costs: The model’s benefits are based on the
savings and additional earnings of non- stunted children compared to stunted children.
Following World Bank report in 2016, "Maternal and Child Health Out-of-Pocket (OOP)
Expenditure and Service Readiness in Lao PDR", an average out- of- pocket (OOP)
expenditure for child under two is LAK 410,000 per year per. With a 44.2% stunting rate
on average in the 6 target provinces, it is assumed that the OOP per year is LAK 484 210
for a stunted child under two and LAK 335,790 for a non- stunted one.

25 Parameter 2- Increased earnings later in life: Following the UNICEF report on the
Economic Consequences of Malnutrition in Lao PDR: A Damage Assessment Report Jun
2013, the estimated loss of adult income as a result of stunting is 19.8% per year.
Therefore, it is assumed that children who were stunted can expect to earn LAK 44,059,122
(US$2,937) per year while children who were not can expect to earn LAK 54,936,562
(US$3,662) per year.

26 On the basis of these two parameters, health care costs and expected earnings are
computed over a 30- year period for project beneficiaries and the Net Present Value of the
benefits of reduced stunting is estimated at LAK 129,951,720,146 (US$8,516,780).

Results of the Economic Analysis

27 The results of the Economic Analysis over a 20- year period, which includes all the
activities previously described and nutrition benefits, show that the project is very
profitable. It has an NPV of LAK 507,621,786,567 corresponding to US$34,281,385 and an
Economic Rate of Return of 26%. These results are very satisfactory, particularly because
some of the benefits are not quantified, including job creation linked to infrastructure
maintenance, time saved milling and the health benefits of having more meats and
vegetables for family consumption.

Table 20: Results of the Economic Analysis

Discount rate: 10%

NPV (000 000 LAK): 507,621
NPV (000 US$): 34,281

ERR: 26%

A sensitivity analysis confirms that the project would remain profitable in the event of a 28% increase
in costs or 17% decrease in benefits or an 11% increase in costs and a 10% decrease in benefits.
The project would also remain profitable if benefits were delayed by one year.

Table 21: Sensitivity Analysis

Situation NPV (000 000 NPV (‘000 ERR
LAK) Uss$)

Base scenario 507,621 34,281 | 26%
Cost increase 28% 183,655 12,402 | 15%
Revenue decrease: 17% 160,878 10,864 | 15%
11% Cost increase and 10% Revenue

decrease 176,383 11,911 | 15%
Project delay 1 year: 391,220 26,420 | 21%
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28 The EFA retained the targets for key performance indicators (KPIs) of the project that
are presented in the project Logframe. The table below shows the relevant KPI indicators

for the EFA.

Table 22: Project Logframe indicators retained in the EFA

Target Number
Number of the target farmer 58 000
Poultry raising 6 500
Goat raising 4 000
Irrigation diversification wet Season Rice 6 000
The rest 41 500
Access tracks: # of line of 4Km road 75
Water supply (MUS): # facility with 30HH 399
SME Processing (company) 50

29 The detail EFA spreadsheet can be download from the following linked:
https://docs.google.com/spreadsheets/d/1mxCv80PM1ttQobpl6h0tiFG-NMIXI8b-
/edit?usp=sharing&ouid=105606185438637976325&rtpof=true&sd=true
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The SECAP Review note should build on the preliminary note mentioned above, draw on the results of the screening exercise and be informed by the issues raised during
the design mission, the stakeholders interviews, publicly available tools and dataset, and environmental, social or climate-related studies that inform on the characteristics of
the project location. The SECAP review note includes the revised ESMP and should be attached to the Project Design Report, integrated in Draft Project Implementation
Manual (PIM) and COSTAB and shall be submitted to Design Review Meeting (DRM) or IRC (for NSOs).

1. Introduction

1. This Social Environmental and Climate Assessment Procedure (SECAP) background contributes to the formulation of the second phase of the Agriculture for Nutrition

project (AFN Il) included in the 12th IFAD’s replenishment cycle 2022-2024 for a loan allocation of around US$13 million. In August 2021, the Government of Lao PDR
submitted a grant fund request to the Global Agriculture and Food Security Programme (GAFSP) for AFN Il cofinancing. In December 2021, the GAFSP steering
committee ranked the AFN Il proposal second best for technical rigor out of 40 concept proposals. The requested grant allocation of US$20 million was approved in full
in February 2022.

2. AFN Il is a nutrition-sensitive and gender-transformative project, targeting farmer organizations, women, youth, and indigenous peoples in Lao PDR. The project aims
to improve the availability, access, use, and storage of nutritious wild and domesticated foods by enhancing the diets diversification of the target groups. AFN 11 will
cover six provinces: Phongsaly, Oudomxai, Xiengkhouang, Salavan, Sekong, and Attapeu, taking into consideration: biodiversity and agricultural production potential;
the large number of women, youth, and indigenous populations; high poverty levels; and vulnerability to climate change of agricultural systems and value chains.

3. The objective of the Social Environment and Climate Assessment Procedures (SECAP) review note is to guide the AFN Il project design. The Review Note summarizes
the development context and assesses opportunities and risks with regards to IFAD’s mainstreaming themes (gender, youth, persons with disabilities, nutrition,
indigenous peoples, climate and environment) and makes specific recommendations on how the project can mitigate risks and better address social and environmental
concerns.

4. The Review Note has been prepared in line with the requirements of the IFAD SECAP, edition 2021 and with the AFN 1l Concept Note (CN) developed in June and the
Project Design Document prepared from May to July 2022. Where relevant, information and data contained in the CN and the ASAP+ proposal[1] have been used.

5. The consultations conducted in 2021 (CN) and 2022 (detailed design mission) involved nutrition committee members at central and provincial levels (Ministries of
Agriculture and Forestry - MAF, Public Health - MoH, Education and Sport - MoES, and the Lao Women Union (LWU)) as well as other line agencies (Ministries of
Planning and Investment -MPI, Finance - MoF, Industry and Commerce -MolC, Lao Front for National Development, etc.) and their respective provincial departments.

6. The National agriculture and forestry research institute (NAFRI) as well as international research-oriented organizations were also involved and identified as strategic
partners and include CDE[2] and universities. In addition, the consultations involved multi-lateral partners (FAO, UNDP, UNICEF, ILO, etc.]3], bilateral development
partners (European Union, Switzerland, Germany, etc.), and International Financial Institutions. Civil Society Organizations (CSOs) and international NGOs (including
the Lao Farmers’ Network, Oxfam, Plan International, Village Focus International, Helvetas, Care international, etc.) shared their experience and lessons learned in the
areas of nutrition, agricultural extension, Climate Smart Agriculture, gender mainstreaming, participatory planning, the Gender Action Learning System (GALS),
financial literacy, access to finance (Women and Family Development fund, WFDF), market linkages, youth involvement, gender, etc. The consultation process also
involved farmers (including women, youth, IPs), producers’ organizations, private service providers and agribusinesses.

7. A consultation meeting was conducted during the field mission for the detailed design from 5-14 May 2022 in five provinces: Phongsaly, Oudomxai, Salavan, Sekong,
and Attapeu. The main objectives of the meetings were to obtain additional information, to collect stakeholder’s view and opinions (including beneficiary groups), and to
prioritize the project districts and number of targeted villages. The meetings agreed on the targeting strategy and to include the following six provinces as target areas
of AFN II: Phongsaly, Oudomxai, Xiengkhouang, Salavan, Sekong, and Attapeu provinces. (See list of participants to the consultations in Annex of the SECAP Note).

2. Situational analysis and potential project impacts

8. Population. Based on the most recent data, the Lao PDR population has increased from 6.5 million to around 7.38 million of which 3.68 (49.8%) are female and 3.70
(50.2%) are males. This difference is very large and might affect the percentage of the target group the project will reach (Source: World Bank data, 2019). The rural
population accounts for 67% of the national overall total population, but urbanization is a growing phenomenon and has increased by 40% over the past 10 years.
Nationwide, the population density is 27 people per square kilometre, with the densest part in Vientiane Capital. The country is home to some 49 ethnic groups and
160 subgroups (see section on Indigenous peoples and marginalised groups below).

2.1 Socio-economic assessment

a. Overall poverty situation

9. Lao PDRis a Lower-Middle-Income Economy[4] that has achieved political stability and consistent, robust, economic growth[5] over the last two decades. Government
policies succeeded in reducing income poverty rates from 24.6% in 2012/13 to 18.3% in 2018/19. The rate of poverty reduction has been rapid in rural areas, while
urban poverty reduction has stagnated. Disparities across regions and provinces have narrowed. The northern and southern provinces experienced a rapid reduction in
poverty, except in Attapeu province. Poverty reduction has stagnated in central Lao PDR, previously the wealthiest region.

10. Inequality has risen due to widening consumption gaps within regions. Consumption grew at a faster pace among the better off. Both factors contributed to a slower
pace of poverty reduction relative to growth. The geography of poverty has shifted toward urban areas and the central region, although rural areas are still home to the
overwhelming share of the poor. Five provinces out of seventeen nationwide account for more than half of the poor in Lao PDR: Savannakhet (20.6%), Oudomxai
(8.7%), Khammouane (8.3%), Salavan (8.0%) and Luang Prabang (7.7%). The incidence of poverty is typically higher among agricultural and Hmong-lumien
households and those headed by a person with incomplete lower secondary education or an unemployed person. Moreover, such gaps have widened.

11. Multidimensional poverty declined between 2012/13 and 2018/19, especially in rural areas and the northern and the southern regions, mirroring a decline in monetary
poverty. While the multidimensional poverty headcount rate fell slightly from 9.9% to 7.7% in urban areas, rural poverty fell by 13.6 percentage points to 28.9%.
Notwithstanding improvements in monetary indicators of poverty and non-monetary aspects of household welfare, food insecurity remains a pressing problem among
low-income households in rural areas.

12. The COVID-19 pandemic brought the national economy to a virtual hal{6]. GDP growth was 0.5% in 2020, down from 4.7% in 2019. This highlights the importance of a
resilient economy and local food systems while at the same time providing an opportunity to ‘build back better’ with resilience and inclusion as core principles.

b. Gender

13. The 2019 female Human Development Index (HDI) value for Lao People's Democratic Republic is 0.589 in contrast with 0.636 for males, resulting in a Gender
Development Index (GDI) value of 0.927, placing Lao PDR into Group 3 (i.e., medium equality in HDI achievements between women and men). The Lao PDR Gender
Inequality Index (GlI) value is 0.459, ranking it 113 out of 162 countries in the 2019. Women in the country hold 27.5% of parliamentary seats and 35.1% of adult
women have reached at least a secondary level of education compared to 46.2% of their male counterparts. For every 100,000 live births, 185 women die from
pregnancy-related causes and the adolescent birth rate is 65.4 births per 1,000 women age 15-19. Female participation in the labour market is 76.7% compared to
80.2% for men.

14. Although Government policies have narrowed the gender-equality gap between Lao women and men, the influence of gender norms and traditional roles are still major
obstacles to achieving absolute gender equality. This becomes most visible in decision-making throughout all sectors and at the community level, where non-Lao-Tai
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women struggle to participate on equal terms and numbers. Gender equality is, in fact, mainly influenced by ethnic background in Lao PDR. The Lao-Tai group
represents 67% of Lao PDR's population, along with three major non-Lao-Tai ethnolinguistic groups, namely the Mon-Khmer (21%), the Hmong-Lu Mien (8%), and the
Sino-Tibetan (3%). While many traditional norms within Lao-Tai cultures are favourable to gender equality (women are often financial decision-makers, inherit land and
property more often, and have gained equal access to education), the other three ethnolinguistic groups have stronger patriarchal traditions and norms, limiting women
‘s access to decision-making, property, and education. Violence against women and early marriage as part of traditional practices, including “bride kidnappings” and
child marriages, remain challenges for women from all ethnic backgrounds in Lao PDR.

15. The COVID-19 pandemic has raised new barriers to building inclusive and prosperous economies and societies. Pre-existing gender gaps have amplified the crisis
asymmetrically between men and women, even as women have been at the frontlines of managing the crisis as essential workers. The sectors hardest hit by the
lockdown are those where women are more frequently employed (e.g., small business, tourism). Combined with the additional pressures of their domestic duties, the
crisis has halted progress toward gender parity in several economic sectors and industries.

16. AFN Il intends to be gender transformative with a minimum 50% of the target group being women. To promote gender transformation, the project will address existing
social, cultural, and policy level barriers to ensure increased control and access to resources by women, reduce their workload and empower them to make decisions
and better choices related to health, nutrition, personal well-being, and their families. Gender awareness will be mainstreamed in all project activities through extension
services and household methodologies. Empowerment measures, such as basic literacy and numeracy and entrepreneurial skills, and grants will address some of the
barriers that prevent women’s effective engagement in project activities and leadership positions. In doing so, AFN Il will use IFAD’s Household Methodologies
(HHMs), like the Gender Action Learning System (GALS) and will pilot the Business Action Learning for Innovation (BALI programme).

17. The project will seek to increase women’s agency through community-run institutions and planning including women'’s leadership and voices within women groups
(FNS groups), mixed farmer groups, and multi-stakeholder platforms. Women will participate in village committees to ensure that their priorities are well addressed.
Decisions on project investments will take women’s needs into account, for instance in water supply systems, food value chains, processing stages, and so forth.

c. Youth

18. There is no universal definition of youth. WHO defines youth as 10-24 years of age, the ASEAN Youth Development Index (AYDI) as 15-34, and the Lao People’s
Revolutionary Youth Union (LPRYU) as 15-35. AFN Il will adopt the LPRYU definition. The Lao population age 15-35 is estimated at 3,298,643 people, equivalent to
50.8% of the total population (25.5% male and 23.5% female).

19. Recent surveys and studies[7] indicate that there is disparity between adolescent and youth groups in terms of access to social services such as education, health
services, and in terms of social protection. These differences among youth exist between regions, ethnic groups, and gender and wealth quintiles.

20. The 2015 Population and Housing Censug[8] findings reveal that approximately 60% of the Lao population is below the age 25 (Census, 2015) and 70% live in rural
areas. In terms of access to education, the census showed that “at least at primary and secondary levels, females were almost on par with males with respect to school
attendance (81% of males against 79% of females) aged 6-16 years. There was also a slightly higher proportion of female dropouts than males (11% and 10%,
respectively). However, males aged 17- 25 years were more likely than females to still be attending school. In this age group, the proportion of females who have never
attended school (10%) was nearly twice that of males (6%)” (Lao Statistics Bureau, 2015).

21. The share of youth aged 15-29 not employed or in education or training (NEET) was 42% in 2017 and is significantly higher than in Cambodia (11%), Thailand, and
Myanmar (9%). The majority of NEETSs are inactive, i.e. not looking for a job and not studying. Young women are more affected than young men (43% vs 39% NEET,
respectively). Young women are clearly disadvantaged compared to young men in the labour market.

22. Labour force participation for young adults aged 20-24 averages 83%. Rural youth generally hold low-skilled and low-paid jobs. Employment opportunities remain
scarce due to the high share of subsistence farming activity. Opportunities to foster youth employment lie in the development of a market-oriented agricultural sector
where post-harvest, trade, and transport services are required.

23. The Lao Youth and Adolescent Development Strategy[9] 2021-2030 was developed by the Lao People’s Revolutionary Youth Organization (LPRYU) with support from
UNFPA and was endorsed by the Prime Minister in December 2020. It defines five specific objectives: (i) To ensure that all adolescents and youth in the country
contribute meaningfully to the mission of protection and development of the country; (ii) To ensure equal rights for all adolescents and youth in the country, providing a
foundation for addressing gender inequalities in the political, socio-economic and cultural spheres; (iii) To promote investments in adolescents and youth development
undertaken by the government, development partners, civil society, and the private sector; (iv) To be used as a reference for monitoring and evaluation and ensuring
that no one is left behind in the pursuit of achieving the SDGs by 2030; and (v) To raise awareness of issues related to youth and ensure commitment for youth
development and protection including by the family, community, educational institutions, concerned agencies and society.

24. Within the strategy and SGD frameworks, the AFN Il activities will engage young people as participants and beneficiaries by establishing membership and/or
leadership quotas (minimum of 25% youth) in project activities (Farmer Nutrition Schools, Agricultural Production Groups, Water User Groups). The project will also
promote youth theatre and targeted training in communities, working with and promoting youth through social media campaigns and developing collaboration with
nearby schools to build further awareness on nutrition and health.

Child labour

25. Child labour remains widespread in Lao PDR, particularly in ethnic minority communities in rural areas where minors forego schooling to perform agricultural work or
stay at home taking care of younger siblings while their parents work on farms. This undermines efforts to educate impoverished children. Child labour is more likely in
poor families that do not have the resources to ensure school attendance. Drop-outs may work on the farm with their parents. Children under 15 are sometimes forced
to marry and do household chores. A child Labour Survey[10] conducted in 2010 by the Lao government, with support from the ILO, reports that about 15% of children
are engaged in some economic activity and 10% of children can be considered as child labourers, half of them engaged in hazardous work. Most of child labourers are
from rural areas with roads. The same survey found that 178,000 children, about 96,000 girls and 81,000 boys, were considered to be engaged in child labour in Lao
PDR, with two out of every three involved in hazardous work, such as that linked to construction sites or dangerous factories.

26. The UN country analysis (CCA, 2021) estimated that 42% of girls and 43% of boys (aged 5-17 years) are engaged in child labour, half of them under hazardous
conditions. (UN CCA, 2021).

27. More recent information suggests that the child labour issue has not improved. In Save the Children’s 2021 Global Childhood Report, Lao PDR ranked 143 of 186
countries in terms of average levels of performance across a set of eight indicators related to child health, education, labour, marriage, childbirth, and violence. The
report found that 28.2% of children age 5-17 performed labour in 2015-2020, while 23.2% of primary and secondary school-age children were not in school in 2015-
2019.

28. The Lao National Assembly’s amended Labour Law of 2007 prohibits the employment of children under 14 years of age and bans the involvement of children under 18
years old in sectors that are dangerous to their health, such as mining, the production of chemicals or toxic substances, working involving gambling or alcohol, and
overtime work. The law also limits the work hours for youth ages 14 to 18 to eight hours per day and prohibits night work for those under 18.

29. Although the AFN Il project will be implemented in poor districts in the five targeted provinces, the working beneficiaries involved will be adults and youths. Data
collection on families with child workers under 15 will be carried out prior to project implementation. Meanwhile, dissemination and awareness raising on child labour
risks will be carried out as well.

30. The project will also ensure that MSMEs who engage in business partnerships with APG with support from the project will not employ child labour. Due diligence will be
carried out and the MSMEs will commit to complying with the SUN BN charter. In addition, the project team, including the Gender and Inclusion TA, will closely monitor

the working conditions in the MSMEs in close collaboration with relevant line agencies, including the Ministry of Labour and Social Welfare and its departments at
provincial and district levels.

d. Indigenous peoples
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31. The issues of Indigenous Peoples in Lao PDR represent a sensitive topic as the Government does not recognize the concept of “Indigenous Peoples” and the
expression “ethnic groups” is officially used instead (IWGIA, 2021). The Government considers Lao society as a multi-ethnic one, where every citizen is “indigenous”
and belongs to the same nationality: Lao (ASEAN, 2015). The Government recognizes 49 ethnic groups and 160 subgroups, which are classified into four different
language families: (i) The Lao-Tai, (ii) The Hmong-Mien, (iii) The Mon-Khmer and (iv) the Sino-Tibetan.

32. Like women, ethnic minority groups have been hit the hardest by the coronavirus pandemic. During the lockdown, the highest unemployment rates were recorded
among these communities (76.9% in ethnic minorities versus 62.8% in the Lao-Tai groups). This is because ethnic minority groups highly rely on activities such as day
labour for their incomes. These were activities significantly affected by the restrictions imposed during the pandemic. Food insecurity, already high among these
communities, has increased considerably. Single-headed households, persons with disabilities, and women have suffered the negative effects of the COVID-19
pandemic the most (IWGIA, 2021).

33. Relocation of community villages from their original territories to the lowlands has been a measure taken by the Lao Government to improve the living conditions of
ethnic minority groups. It is assumed this will provide better access to education, healthcare, and other services. Forced resettlements have also been carried out to
allow for governmental land concessions to private investors in various sectors (mining, hydropower, industrial plantations) (IWGIA, 2021). The consequences of these
relocations on the lives of ethnic minority groups have been remarkable, as communities have been obliged to give up their traditional livelihoods, lifestyles and rituals
as well as their sacred relationship with the forest (ASEAN, 2015). Moreover, not all resettled communities have seen improvements in their economic situation.
According to Philip Alston, UN Special Rapporteur on extreme poverty and human rights, “those living in poverty, ethnic minorities, and people in rural areas have seen
very few of the benefits of the economic boom” that the Lao Government has been committed to (ASEAN Today, 2019).

34. Across the 20 target districts of AFN I, ethnic groups represent 85% of the total population, including Mon-Khmer (59%), Sino-Tibetan (15%) and Hmong-Mien (11%)
(see Table below). People belonging to ethnic groups in the project area are usually the poorest and most affected by food security and nutrition issues due to various
factors including: differential access to education, healthcare, poverty gaps, and social dietary norms. For instance, about 20% of Hmong-Mien households have less
than acceptable dietary diversity compared to less than 10% among other ethnic groups. Poverty rates are 10.6% for Lao-Tai ethnic groups compared to 18.1% for the
Sino-Tibetans and 32.7% for the Mon-Khmer.

Table 32: Ethno-linguistic families in target district (as % of total district population)

Target provinces Target districts Lao Tai Mon Khmer Hmong Mien Sino-Tibetan
Attapeu Phouvong 11 86 0 0
Attapeu Sanamxay 29 69 0 -
Attapeu Sanxay 2 96 - 0
Oudomxai Beng 29 56 13 0
Oudomxai La 11 55 3 30
Oudomxai Nga 21 58 20 0
Oudomxai Pakbeng 9 85 4 0
Phongsaly Boontay 16 14 5 64
Phongsaly Khua 13 55 0 31
Phongsaly Nhot Ou 35 0 19 44
Phongsaly Phongsaly 8 5 4 82
Phongsaly Samphanh 6 30 12 51
Salavan Samuoi 4 94 - -
Salavan Ta Oi 4 95 - 0
Salavan Toomlarn 3 95 - 0
Sekong Dakcheung 2 96 0 0
Sekong Kaleum 5 94 - 0
Sekong Lamam 30 68 0 0
Xiengkhouang Mok 17 2 79 0
Xiengkhouang Nong Het 17 22 61 0
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Target provinces Target districts Lao Tai Mon Khmer Hmong Mien Sino-Tibetan

Average 14% 59% 11% 15%

Source: Population and Housing Census of 2015, Lao Knowledge for Development (https://www.k4d.la/)

35. AFN Il seeks to collaborate, engage, and get proportional participation of ethnic groups (indigenous people) as beneficiaries through indigenous people-related
activities and involving Free Priority Inform Consent (FPIC). AFN Il will respect and support the indigenous people’s traditional knowledge and food to improve their food
production, processing, and livelihoods. The project will also promote and help indigenous peoples preserve and sustainably use their local species and seed varieties
through capacity building or training.

e. Marginalised groups

36. According to the Population and Housing Census of 2015, Persons with Disabilities in Lao PDR constitute 2.8% of the total population. The census used the
Washington Group’s Short Set of Questions that focus on functional limitations across the following six domains: Seeing, hearing, walking (or climbing stairs),
remembering (or concentrating), self-care (washing/dressing), and communicating. However, the prevalence of disability amongst the population could be assessed as
much higher if the UN Convention on the Rights of Persons with Disabilities[11] definition is used. Lao PDR has been a signatory country of the Convention since
2008. By comparison, the population-weighted prevalence for the Asia-Pacific region of persons with disabilities is around 4.6%, making a stark contrast to the global
prevalence of 15.3% as estimated by WHO (UNDP Lao PDR, May 2021)

37. Lao PDR ratified the Convention on the Rights of Persons with Disabilities in 2009, demonstrating the GoL commitment to promote, protect, and ensure the full and
equal enjoyment of all human rights and fundamental freedoms by all persons with disabilities, and to promote respect for their inherent dignity.

38. In 2014, the Government of Lao PDR issued Decree 137 on the Rights of Persons with Disabilitieg12], complemented by a Decree appointing the National
Commission for Disabled persons. This commission is a cross-ministerial body and the national focal point on disability matters. It advises on national policy,
programmes, and services for persons with disabilities.

39. The Ministry of Labour and Social Welfare (MoLSW), through the National Committee for Disabled People and Elderly, developed a National Action Plan on Persons
with Disabilities for 2017-25 (not yet validated), which has 8 key areas of intervention: (i) data and statistics; (ii) raising public awareness and sharing information; (iii)
accessibility of physical environment, information and communication, and service; (iv) health; (v) work and employment, including vocational training; (vi) social
protection; (vii) recreation and sports; and (viii) disability governance. (Disability Monograph of Lao PDR. MPI, 2020)

40. The Gol assigned the mandate for implementing the 2014 decree to the Ministry of Labour and Social Welfare, the National Committee for Persons with Disabilities,
the Ministry of Public Health, the Ministry of Education, the Ministry of Public Works and Transportation, the Ministry of Culture and Information, the Ministry of Foreign
Affairs, and organizations that represent persons with disabilities. Non-government organizations are dedicated to representing the interests of all people with a
disability, such as the Lao Disabled People’s Association (LDPA) that has a 9,000-strong membership and a subnational network.

41. Despite these regulations being in place, persons with disabilities in Lao PDR continue to face discrimination and barriers. Persons with disabilities are often believed
to bring misfortune according to cultural beliefs (UNDP Lao PDR, May 2021).

Unexploded Ordnances (UXO)

42. The number of persons with disabilities continues to increase significantly in Lao PDR due to the rise of noncommunicable diseases, aging, and traumatic injury due to
road traffic accidents and unexploded ordnance (UXO) accidents[13]. The Lao national UXO programme (UXO Lao) estimated that around 12,000 UXO-related
accidents occurred post-conflict since 1973, including 904 accidents between 1996 and 2017, resulting in 1,154 injuries and 515 deaths. Although it appears that the
overall number of casualties caused by UXO accidents has decreased in recent years, there are still an estimated 40 new UXO casualties every year. On average of
48% of all victims of reported UXO accidents are children or youth in rural areas. Places where accidents usually occur are village centres (32%), upland rice fields
(18%), lowland rice fields (13%), near forests (12%, and paths and roads (7%) (UXOLao, report).

43. The province most heavily affected by UXO are in decreasing order of remaining contaminated area: Xieng Khuang, Savannakhet, Attapeu, Salavan, Khammouane,
Xekong, Huaphanh, Luang Prabang, Champasak, Bolikhamxai, and Vientiane Province (Source: NRA, Confirmed Hazardous Area, July 2022). Four of the six AFN I
target provinces are among the most heavily contaminated areas: Xiengkhouang (ranks 1st), Attapeu (3rd), Salavan (4th), and Sekong (6th). In these provinces, AFN Il
will ensure that areas selected for activities and interventions are safe from UXO. Where there is a risk of UXO, the activity will be excluded. By comparison, Phongsaly
and Oudomxai are relatively less contaminated by UXO. The map below shows USAF bombings at the origin of the UXO issue in Lao PDR.

Figure 3. USAF bombings, Laos
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44,

45.

USAF Bombing Data Map, Lao PDR O

The National Regulatory Authority for UXO (NRA) has adopted the UXO/Mine Victim Assistance Strategy 2014-20. The objective is to ensure that the rights and needs
of UXO victims are addressed. However, in practice UXO survivors receive little support. Several development initiatives focus on People with disabilities , such as the
USAID-funded Orkad programme, the COPE center, and Handicap international, etc.

The AFN Il project does not intend to directly target Persons with disabilities and the design is not expected to include specific strategies, actions, and resources in
support of this group. However, the project will identify and monitor their number within the project beneficiary groups. It will also ensure they are included in the project
consultation processes and provided with equal voice and opportunities to participate.

f. Nutrition

46.

47.

48.

The Lao People's Democratic Republic has reached and maintained national rice self-sufficiency since 2000. Still, chronic undernutrition rates remain high. The under-
5 stunting rate[14] was 33% while 27% of them were underweight in 2017. The northern and southern provinces exhibit the highest prevalence of stunting.
Undernutrition in children is linked to poverty, maternal malnutrition, low maternal educational levels, harmful traditional practices, adolescent pregnancy, lack of clean
water, and inadequate sanitation and health services. Furthermore, the availability of nutritious foods in local markets is limited.

Lao PDR has signed onto the Scaling Up Nutrition Movement (SUN). The National Nutrition Committee is the principal nutrition coordination mechanism and is co-
chaired by the Deputy/Ministers of the Ministries of Health, Agriculture and Forestry (MAF), and the Education and Sport. The National Nutrition Strategy to 2025 and
Plan of Action 2016-2020 (NNSPA) 2016-2020 are aimed at improving food accessibility, along with maternal health and child care, environmental health, and access
to health services.

The triple burden (stunting, wasting, anaemia) of malnutrition remains a major challenge in Lao PDR. One third of children under 5 (CU5) are stunted, which is very
high compared to the World Health Organization (WHO) benchmark[15]. The prevalence of wasting increased from 6% in 2012 to 9% in 2018. Concurrently, anaemia
affects 44.1% of CU5 and 39.8% of women and girls of reproductive age (15—49 years), making it a severe public health problem[16]. Overweightness and obesity are
increasing with 15.7% of children and adolescents age 5-19 classified as overweight[17].

Table 33: Nutritional status of children under 5 (CU5), featuring core nutrition indicators in the project area

Country/Province Stunted Wasted Underweight Overweight gsgf;ryagacgg%wd
Entire Country 33.0% 9.0% 21.1% 3.5% 84%

Phongsaly 54.0% 8.9% 27.7% 10.0% -

Oudomxai 42.7% 6.2% 24.2% 1.7% 79%

Xiengkhouang 46.7% 5.0% 21.4%

Attapeu 29.6% 15.0% 25.9% 2.4% 92%

5/32 Draft Copy


https://laos.worlded.org/usaid-okard/
http://copelaos.org/
https://hi.org/en/country/laos

Sekong 49.9% 8.0% 34.8% 2.2% 94%

Salavan 42.9% 12.5% 28.6% 2.7% 95%

49. Source: Lao Social Indicator Survey Il (LSIS 11) 2017, Survey Findings Report, 2018, Lao PDR,

50. Reliable malnutrition prevalence data is only available at provincial level. Four of the five target provinces have considerably worse malnutrition levels than the national
average.

Table 34: Nutritional status of women and girls of reproductive age (15-49 years) in the project area

Country/Province Anaemia Overweight Obesity MDD-W[19]
Entire Country 39.8% 12.8% 3.5% 32.4%
Phongsaly 42.1% 7.5% 0% 10.0%
Oudomxai 25.4% 17.5% 2.5% 52.5%
Xiengkhouang - - - -

Attapeu 49.1% 5.0% 0% 15.0%
Sekong 25.5% 5.0% 0% 37.5%
Salavan 50.2% 5.0% 2.5% 12.5%
Table 35: Early childhood mortality rates in the project area

Country/Province Neonatal mortality rate Infant mortality rate Child mortality rate Under-five mortality rate
Entire Country 1.8% 4.0% 0.6% 4.6%

Phongsaly 2.7% 6.0% 0.9% 6.8%

Oudomxai 2.8% 6.8% 0.3% 7.1%

Attapeu 3.5% 5.6% 0.3% 5.9%

Sekong 1.2% 2.8% 0.8% 3.5%

Salavan 2.1% 5.0% 0.4% 5.4%

51. The causes of malnutrition in Lao PDR are multi-faceted and multi-sectorial [20] and is associated with factors linked to road access, socio-economic status, and
maternal education. There are also high rates of early marriage and adolescent pregnancy, which increase the risk of malnutrition in both mothers and children.
Overweightness and obesity are not yet a major concern for the country.

52. Availability, Access, Nutrient Intake, Local Preferences and Practices:

The basic and underlying causes of malnutrition include: Poverty and Economic Change - Up to 80% of the population relies on subsistence agriculture and poverty
levels remain high in Lao PDR.

Slow rates of Women’s Empowerment: The prevalence of child marriage is high, a factor that is strongly associated with low levels of wealth and education. 25% of
teenage girls are either married or in a union and 37% of women between 20 and 49 have given birth before age 18. Women, especially in poorer communities, are
often poorly educated, have a heavy workload, and lack vital nutrients in their diet throughout pregnancy.

Healthy diets: The quality of the diet appears to be the most limiting aspect of adequate nutrient intake in Lao PDR. Dietary diversity is low throughout the country.
Poor access to water and sanitation facilities: Frequent infections and diarrhoea reduce a person’s capacity to absorb nutrients. Countrywide, 28% of the population
has no access to clean drinking water and 37% do not have access to improved sanitation facilities.

Childcare: Women'’s workload makes it difficult to ensure proper care for young children. Only 40% of infants are exclusively breastfed (up from 23% in 2000). Data
suggests that only 52% have started receiving complementary food after 6-8 months. This means that infants are not getting the calories and nutrients they need
after about 6 months. Over half of children under age 5 had eaten packaged snack food in the preceding day. These snacks are often imported, often labelled in
only a foreign language, and marketed towards school-age children.

Food insecurity: food insecurity is highest in the central/southern and northern highlands which make up the project area. Households engage in livelihoods that rely
on cash crop production, shifting upland cultivation, and unskilled labour. They are poor, lack assets, have smaller plots of land with limited access to infrastructure,
and are likely to belong to an ethnic group.

Access to health services: There is limited access to health facilities in rural and remote areas, especially in the project areas bordering with Vietnam and Cambodia.
Many villages lack health facilities all together. UNICEF data suggests that almost one half of Lao women have not received any antenatal care and more than half of
all births are not attended by skilled health personnel. As a result, the maternal mortality rate is one of the highest in the region (357 maternal deaths/100,000 live
births).

53. The AFN Il aims to be nutrition sensitive and targets these nutritionally vulnerable groups: non-Lao/Tai ethnic groups, women and girls of reproductive age, PLW/G of
children under age 5, adolescent girls, and school-attending children (girls and boys). The main impact pathways are to improve the availability and accessibility of
nutritious foods through own production using integrated home gardens (involving crops, small animals, and fish), diversified farm production, and nutritious foods
based on local food systems and biodiversity (including both wild and domesticated varieties).
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54. Investments in nutrition along all segments of the food value chain will be encouraged by promoting access to markets, food processing and storage, reduced post-
harvest loss, and increased food preservation and safety. This will increase, in turn, consumption of more diversified diets throughout the year. In addition, these
activities will also be a source of income, notably for women, who will invest in procuring nutritious foods from markets and other nutrition and health services. This will
be complemented by FNS and SBCC activities that aim to raise awareness and create demand for nutritious food production and consumption. It will also ensure
equitable household food allocation so vulnerable household members have the food quantity and quality needed during key life stages. Multi-sectoral coordination and
planning at provincial, district, and village level will be strengthened to ensure the converging benefits for households and individuals and a shared understanding of
nutrition challenges. Finally, women’s empowerment in households, communities, and planning will play a cross-cutting role to ensure that the promoted changes can

be implemented.

55. Multi-sectoral coordination and planning at all levels, including at the village level will be strengthened to promote shared understanding of nutrition challenges and
ensure convergence of nutrition interventions at the household and individual levels. Finally, women’s empowerment in households, communities and planning will play
a cross cutting role to ensure that promoted changes can be implemented.

2.2 Environment and climate context, trends and implications

The Environment and climate context, trends and implications are detailed in the below sections.

a. Environmental assessment

56. The country stretches 1,700 km from north to south and 100 km to 400 km from east to west, with a total surface area of 236,800 km2. Approximately 80% of the
country's land area is mountainous. The remaining 20% is low lying plains along the Mekong River and is threatened by annual floods. The altitude ranges from 104m
above sea level in Attapeu to 2,820m at Phoubia Mountain in Xiengkhouang (Climate Knowledge portal[21], retrieved in March 2022). Lao PDR encompasses a total

area of 236,800 km?2 including 6,000 km? of water, which are mainly hydropower dam reservoirs. Landforms are broadly classified into three (3) agro-ecological zones:
mountains, plateaus, and plains. Mountains and plateaus make up more than three-quarters of the total area. The plains are further categorized into 7 major plains
along the Mekong and its main tributaries and 16 intermediate plains and 12 small plains in mountains areas (valley floors). The latter include the AFN Il target
provinces of Oudomxai and Phongsaly in the North.

Figure 4: Agro-ecological landform classification: mountains, plateaus and plains

Legend:
« The plains are represented in yellow

* mountains are indicated in red,

s plateaus are represented in green.

Note the occurrence of relatively large plains (yellow patches)
within the mountainous areas of Northern Lao, including in
Oudomxai and Phongsaly, two of the five AFN II target
provinces.

Note the occurrence of relatively large plains (yellow patches) within the mountainous areas of Northern Lao, including in Oudomxai and Phongsaly, two of the five AFN I

target provinces.

57. The table below shows the location of the 20 target districts across the three main physiographic zones.

Table 36: Location of the 20 target districts across the three main physiographic zones

Province

Physiographic region

Mountain

Plateau

Lowland

Phongsaly

Samphanh
Bountay
Kua
Phongsaly

Ngot Ou

Oudomxai

Nga
Beng
Pakbeng

La

Xiengkhouang

Mok

Nonghet

Salavan

TaOiy

Samoiy

Toomlarn
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Sekong Kaleum Darkcheung Lamam
Sanamxay

Attapeu Sanxay
Phouvong

58. According to the latest official forest classification22], the total forest area of Lao PDR is estimated at about 13.2 million hectares or 57.4% of the total land area in
2015. Mixed deciduous forest is the most predominant, accounting for about 9.4 million hectares. Other types of forest include dry dipterocarp, dry evergreen,
coniferous and mixed coniferous, and broadleaved forests. There is also the potential for regenerated forest linked to industrial tree plantations and bamboo (27.3% of

total area).

Biodiversity

59. Within the broad Indo-Malayan ecological region, Lao PDR contains some of the most biologically diverse habitats in the world. The country encompasses a rich
diversity of landscapes, categorised in eight distinct eco-regions. Four of these occur across the five, selected, target provinces in AFN 1.

Figure 5: Ecoregions in the AFN Il target provinces
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60. Note: Ecoregions noted with (*) above are part of the “Global 200” list of ecoregions with biodiversity features assessed for their irreplaceability or distinctiveness.

61.

62.

63.

These features included species richness, endemic species, unusual higher taxa, unusual ecological or evolutionary phenomena, and the global rarity of habitats.

The characteristics and conservation status of the four ecoregions found in the AFN Il target area are summarized below. More information can be found following the
links attached to each of the ecoregion codes in brackets below:

e The Central Indochina Dry Forests [IM0202] ecoregion covers more area in mainland southeast Asia than any other forest type. It remains extensive in coverage
along the broad valley of the Mekong and its tributaries in central and southern Lao PDR. Over this range, the ecoregion characteristically occurs in areas with
1,000-1,500mm rainfall and five to seven months of drought. Potential evapotranspiration may exceed rainfall for up to nine months per year. Deciduous dipterocarp
forest forms an open forest or woodland community dominated by deciduous trees. The ecoregion conservation status of this ecoregion is Vulnerable because most
of its natural habitat has been extensively cleared in Thailand, Lao PDR, and Vietnam.

o Northern Indochina subtropical forests [IM0137] cover the Northernmost part of the country, including Phongsaly and Oudomxai, two of the five AFN Il target

provinces. This eco-region straddles the transition between South Asian and the East Asian floras. It has remarkable biodiversity, ranking 18tin species richness for

birds and 37 for mammal species in the Indo-pacific region. This eco-region’s conservation status is Vulnerable because of land clearing for shifting cultivation,
logging, and hunting for food and income.

o The South-eastern Indochina Dry Evergreen Forests [IM0210] ecoregion occurs in a broad band across northern and central Thailand and extends into Lao PDR,
Cambodia, and Vietnam. Dry evergreen forest is more appropriately called semi-evergreen forest because a significant proportion of canopy tree species are
deciduous at the height of the dry season. This ecoregion is located in humid and sub-humid climatic regions where mean annual rainfall is generally between 1,200
and 2,000mm, and a significant dry period of 3-6 months occurs each year. This ecoregion’s conservation status is Critical/Endangered because about two-thirds of
the original forest in this ecoregion has been cleared or seriously degraded. A few large forest blocks remain in Lao PDR.

e The Southern Annamites montane rain forest [IM0152] ecoregion is located along the greater Annamite Range, running from central Vietham south to the Bolovens
Plateau of Lao PDR and the Central Highlands of Vietnam. It includes a broad topographic range from lowlands with wet evergreen forests to montane habitats with
evergreen hardwood and conifer forests. This ecoregion is globally outstanding for its biodiversity. Its known flora and fauna include some of Asia's most well-known
species[23]. Because of the high elevations and steep slopes of this ecoregion, the human population density here is moderate (MacKinnon 1997). This ecoregion’s
conservation status is Vulnerable because anthropogenic influences are pervasive throughout in terms of regular burning to create open woodlands and for shifting
cultivation. Shifting cultivation is particularly prevalent in upper slopes. The Bolovens Plateau is severely threatened by forest clearing for coffee plantations. Wildlife
poaching and excessive harvesting of NTFPs are also severely threatening the integrity of Dong Hua Sao in Lao PDR.

Lao PDR is a signatory country to the Convention on Biodiversity. It has also developed its second national agro-biodiversity programme and action plan 2015-2025
(NABP Il). The NABP Il was prepared to develop a strategic approach and framework for the sustainable use, development, and conservation of agrobiodiversity. This
aims to further support national priorities on food security, poverty reduction, and socio-economic development. NABP Il identifies six generic farming (eco) systems in
Lao PDR, each with its unique agrobiodiversity characteristics: (i) Paddy Rice-Based Agro-Ecosystem - Flat or terraced, bunded rice land where standing water is
maintained in the field for extended periods; (ii) Integrated Agriculture Systems - Multi-enterprise farming systems including field crops, vegetables, fruit, livestock, and
fish; (iii) Upland Agro-Ecosystems - Gently rolling or steep land under permanent agriculture or swidden rotation; (iv) Forest Ecosystems - Forested areas used by local
communities for the collection of food, fiber, herbs, medicines, fuel, and other products; (v) Commercial Agriculture Systems - Large areas of commercial agriculture
including industrial crops, pastures, fruit trees, and forest plantations; (vi) Wetland Ecosystems- Areas of permanent or seasonal standing water or water-logged
conditions. Local communities use these systems at the landscape level. These systems, combined with the available agro-biodiversity resources, then result in the
different types of land and management strategies which support their livelihoods (NABP II, Link).

Lao PDR has established an impressive network of 21 protected areas over the country’s diverse eco-systems. These cover 3.3 million ha or more than 13% of the

national territory. Recently, the government issued a new decree for establishing a national biodiversity conservation area in Nam Mo-Phousamsoum located in the
Khoun and Mok districts in Xiengkhouang province. This conservation area covers a total 98.87 ha, with 86.598 ha in Mok and 12.275 ha in Khoun.
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64. Figure 6: Map of National Biodiversity Conservation Areas (NBCA)
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65. Besides National Biodiversity Conservation areas, other types of protected areas include provincial and district conservation or protected forests and corridors,
encompassing 2.2 million ha. The combined areas under protected status make up more than 5 million hectares or 22% of the country’s territory. As elsewhere in
Southeast Asia, these protected areas are under threat of encroachment due to illegal logging, roads and dam development, and agricultural and livestock expansion.

66. The project’s targeting strategy will ensure that intervention areas are located outside the country’s 24 National Protected Areas (NPAs) and their buffer zones as well
any other areas with any type of protected status. In addition, the project will apply environmental check list procedures to ensure that physical interventions (such as
access tracks, for example) will not directly or indirectly result in negative impacts on areas under conservation status, including forest, wetlands, and other sensitive
ecosystems. AFN Il may consider using the Adaptation, Biodiversity and Carbon Mapping Tool (ABC-Map), developed by FAO and AFD, to measure and assess the
impact of project activities on biodiversity.

Agricultural land use patterns

67. Agricultural land is under the management responsibility of the Department of Agricultural Land Management (DALaM), established in 2012. DALaM estimates that
agricultural land covers 4.5 million ha (about 19% of the total land area). The map below shows the current land use status across the six Land Use categories defined
by the IPCC.

Figure 7: Land Use map (earthmap.com)
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68. Agricultural land use types can broadly be classified as:

o Lowland paddy in plains, some irrigated areas: This land use type is very common in the main plains along the Mekong valley and secondary plains along the Nam
Ngum, Sebang Fai, Sebang Hiang, and other main Mekong tributaries. Improved rice seed varieties are commonly used as is chemical fertilisation combined with
animal manure in some cases. In irrigation schemes, actual cropped areas in dry season can be as low as 20% of the command area, indicating underutilized
irrigation infrastructures/assets.

o Lowland paddy in mountain areas (valley floors), some irrigated areas: Occur in large valley floors in the northern provinces such as in Oudomxai and Phongsaly
provinces. Current paddy yields can reach 4 t/ha. Paddy fields are fertilised mainly by sediments brought by run-off water in the rainy season as well as animal
manure. In some areas, banana plantations have been established in mountain paddy land, effectively converting rice production areas into permanent, intensive,
commercial agriculture.

o Short forest fallow with upland rotational cropping every 2 to 4 years.

o Upland fixed cropping for commercial purposes: maize, job’s tears, etc.

« Plantations: rubber, coffee, teak, and fruit trees, for example. In some instances, banana plantations have been developed in lowland paddy areas, notably in the
north eastern part of the country

69. Based on the observed climate patterns and agricultural land use, the typical cropping calendars found in Lao PDR are as follow:

Figure 8: Typical cropping calendars

Jan | Feb | Mar . Apr i May | Jun @ Jul | Aug | Sep | Oct | Nov . Dec

Rainy Season

Wet season lowland paddy
Nurseries

Transplanting

Crop maintenance

Harvesting

Dry season lowland paddy
Nurseries

Transplanting

Harvesting

Irrigated dry season crops
1%t 3-month crop cycle (allium)

2¢ 3-month crop cycle (pulses)  |INNEIINEINNS

Upland crops (rice, others)
Forest / bush clearing

Burning

Sowing: upland rice / others
Weeding

Harvesting

Plantations

Transplanting seedlings
Watering required (3 first years)

Source: PICSA SECAP review note, IFAD 2018

70. The main threats to agricultural land use are: (i) Land conversion: agricultural land converted into built areas, (ii) Large land concessions, and (iii) Large investment
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projects, such as hydropower reservoirs, powerlines, mining, etc. The Department of Agricultural Land Management (DALaM) has initiated a process of agricultural
land registration. The aim is to keep prime agricultural land in a productive state and slow down or reverse the land conversion process.

Land rights and access

71. Insecure land tenure is also a key constraint for smallholders. This is because access to sufficient and sustainably used land is a crucial requirement for food security
and livelihood improvement for the rural population. In the AFN Il target areas, large tracts of land have been allocated over the last two decades as land concessions,
e.g. for rubber, sugarcane or pulpwood production, as well as for mining concessions and large hydropower schemes. The absence of approved zoning and land use
planning, unregulated access to land resources, and a lack of legal security in terms of land tenure are major causes of poverty and conflict and hamper economic
development (GIZ, 2017). Land titling processes have been slow and have failed to provide land security to scale in remote areas. Participatory Land Use Planning has
been supported by donor-funded projects with some success.

72. Lao PDR is a country with a small population compared to the surrounding countries. But it is an ethnically diverse country and has the largest number of ethnic groups
in Southeast Asia. There are 50 officially recognized ethnic groups, and there may be more than 160 sub-groups based on language dialects, cultures, and traditions.
The Lao people have traditionally practiced customary land tenure. A common form of customary land tenure is communal or village ownership. As such, land tenure of
this type provides access, use, and extraction rights to residents of specific village which is acknowledged by all other residents and tenure is thus essentially a
community-inclusive social contract. In some cases, more than one village will share rights to a resource (e.g. natural wetlands and ponds). The natural resources
falling under communal ownership include aquatic resources (stream, ponds), natural forests, and shifting cultivation fields. While aquatic resources and forests are
normally fully communally owned, shifting cultivation fields vary between communal and individual ownership. While under cultivation, households have access, use
and extraction rights. However, after the harvest, land rights may either revert fully back to communal ownership or still be held in part by the household depending on
local customs.

73. The existing Land Law of 2003 stipulates that all land in Lao PDR is the property of the Lao People and that the state must secure long-term rights to land by ensuring
protection, use, usufruct, transfer and inheritance rights. Article 43 of the law provides a specific stipulation about women with regard to land registration. This states
that both the husband and wife’s names must be included in the land register book as matrimonial property. The 2003 Land Law (revised in 2019), under Article 99,
specifies that a land title is the main legal document demonstrating evidence of permanent land use rights. The importance of this to the landholder is that land
registration and titling provides the ability to protect rights if threatened. The main way to protect land ownership is thus through formal registration of land and issuance
of a land title. Land rights may also be asserted through customary tenure practices, but these may or may not align with formal registration practices.

74. Systematic land registration in the country started in 1997. By November 2015, 806,000 land titles (Phetsakorn Somfongboutakhan, 2020) had been issued, mostly for
individual parcels in urban and peri-urban areas. Land Use Plans have now been completed in most of rural villages as well. There is no consistent or institutionalized
process to collect sex-disaggregated data in land management offices, but it is available in some places. There is some evidence that only the male household head’s
name may be written on a land document even though the land was inherited by a woman within a matrilineal household. A MoNRE survey in 2018 indicated that
among a total of 224,000 land titles, 70,000 were in a woman’s name, 50,000 a man’s, 87,000 in both names, and 14,000 in the name of another. For example, in
Oudomxai province, the total number of land titles issued was over 4,000 and there is data for 2,576. Among these, both the husband’s and wife’s names are indicated
on 1,393 titles, women’s names only on 617, men’s names only on 482, and brothers and/or sisters on 84. Most residential and agricultural land registrations within the
target province were carried out only in provincial towns. In remote districts, only residential lands were registered.

75. AFN Il activities will be implemented based on land use as indicated in the Agricultural and Forestry Land Use Plan to 2025. This plan addresses sustainable
agricultural land use according to local conditions, location, characteristics, potential, and comparative advantages. It also considers clean agricultural production, the
agriculture business chain, and gradual industrialization and modernization. Several production or land use zones have been defined to this end as follows:

76. Figure 9: Agriculture and Forestry Land Use Plan to 2025 (MAF)
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77. The government of Lao PDR has systematically allocated land and determined boundaries and types based on geographical location, production potential, and
community interest in managing, protecting, developing and using land in effective and sustainable ways. Agricultural land is designated for use in agriculture, animal
husbandry, fishing, and irrigation. Agricultural land allocation is defined as the land area that will be used for agricultural purposes over the long-term without damage or
conversion for other purposes. It involves maintaining the land quality over the long-term for the cultivation of food crops. Since most of the land areas are
mountainous, land allocation for food crops is based on having a slope suitable for production or of less than 35%. Therefore, rice production is to occur only in lowland
areas.

78. Animal husbandry is an important part of the agricultural sector as well. The allocation of grazing land to this end is aimed at encompassing the natural pastureland that
exists in each province, district, or village. These pastures consist of reed forests, grasslands, and hilly areas that are not too steep and suitable for grazing.

Agricultural Soils

79. Soils in the AFN Il target areas are predominantly orthic acrisols with some anecdotal occurrence of gleyic and ferric acrisols in limited areas in Oudomxai and Attapeu
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provinces. The soils in the target area predominantly belong to the ClLo soil texture class (Clay-Loam) and are generally assessed as having low chemical fertility.
Analysis has shown that the soils also have low pH (ranging from 4.6 to 5.4), low to very low Cation Exchange Capacity, and very low organic Carbon content (ranging
from 0.25 to 1.17%). In addition, conventional rice cultivation may further destroy the soil’s inherent structure.

Agricultural soils have been under stress especially in the target areas as intensification has occurred over the last two decades for cash crop production (e.g. maize in
Sayaboury and Houaphanh, cassava and other industrial crop plantations in the South, and sugar cane and/or monocropping of rice in the plains along the Mekong in
central Lao PDR).

These trends are reflected in the Land Productivity Dynamics map below, which shows persistent decline/stress and stability/gain in land productivity from 2001 to
2018. These dynamics consider the interaction of three NDVI-based indicators: steadiness, initial standing biomass, and standing biomass at change.

As the price of inorganic fertilisers has dramatically increased in recent years, their application remains low. In most cases, it is below the levels required to
compensate for the large amounts of nutrients removed from the soil by cultivation. Without regular replenishing of nutrients, soil degradation can only worsen while
long-run productivity plateaus and declines. Farmers have been encouraged to use animal manure. However, in most cases the rates of manure application needed
(generally around 5 t/ha) are far higher than a farmer could access (estimated to be less than 1 ton/ha) (Blair and Blair, 2014).

Potential pathways for building and maintaining soil fertility are to shift away from monocropping (of rice paddies), promote more diversified crop rotations, and
introduce relay and cover crops or other forms of crop association. Other options include soil conservation techniques (zero tilling or minimal soil preparation) to limit
soil disturbance and promote soil microorganisms. Bio slurry from biodigesters can also be used when available as can innovative soil carbon sequestration options.
These may have multiple benefits for soil structure, microbiological activity, and water retention capacity. Such a soil management approach has positive impacts on
plant health while ensuring higher tolerance to pests and disease. On-farm production of compost from crop residues and animal waste is also actively promoted in the
target area and was commonly observed during field visits.

Agricultural intensification and monocropping are also linked with pests and disease outbreaks affecting cassava, banana, swine and poultry production. Increased use
of agrochemicals has direct adverse impacts on rural household health and ecosystems (aquatic life, soil biodiversity, fauna, and flora). The project will mitigate these
risks by promoting sustainable production practices, tolerant and resistant seed varieties, good agricultural practices, organic agriculture, and integrated pest
management. It will also support agroecological practices that enhance soil fertility such as crop rotation, intercropping, cover crop mulching, green manures, and
technologies that reduce pest infestation (net houses).

Water resources

85.

The major river basin in Lao PDR consists of 12 watersheds that discharge into the Mekong River (see Table below).

Table 37: River basins (areas, rainfall, mean annual discharge)

Mean Annual rainfall Mean Annual Discharge
Basin Total Area (km?)
(mm) (m3/s)
Nam Ma 5,974 114,000 1,900
Nam Ou 24,637 1,600 498
Nam Tha 8,917 2,100 346
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Nam Khan 7,490 1,300 115
Nam Ngum 16,841 2,000 726
Nam Suang 6,578 1,282 131
Nam Ngiep 4,577 2,736 208
Nam Kading 14,820 2,500 546
Sebangfay 10,345 2,300 523
SeBanghieng 19,223 1,500 577
Sedone 7,229 2,000 181
Sekong 22,179 2,149 879

Figure 11: River basin location and areas (km?)
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Source: Department of Water Resources, 2008

86.

87.

88.

Water resources are deemed plentiful in Lao PDR. The total annual water flow is estimated at 270 billion m3, equivalent to 35% of the average annual flow of the whole
Mekong Basin. The monthly distribution of the river flow closely follows rainfall patterns. Most, or 80%, occurs during the rainy season (May-October) and 20% during
the dry season from November to April.

Average annual rainfall ranges from 1,300mm per year in the northern valleys to 3,700mm per year at higher elevations in the South. This corresponds to an annual
rainfall of 434 billion m?, of which less than half is estimated to be runoff. The Mekong tributaries in Lao PDR contribute some 35% of the whole lower Mekong Basin.
The annual national supply of renewable fresh water is 270 billion m?, or about 600,000 m? per person, while current demand is only 259m3/person. Water use[24] by

category is predominantly for agricultural (82%), followed by industrial (10%), and domestic (8%) uses. Water use in other sectors is negligible. Of the 270 billion m3 of

annual available water, 5.7 billion is used and the remaining 264.3 billion m3 flows back into rivers (Water environment partnership in Asia - WEPA [25], retrieved in
March 2022).

Ponds and wetlands have a valuable role to play in providing ecological services as they are generally biodiversity rich. They also serve as a fish refuge in the dry
season if managed properly (as demonstrated by Worldfish) As a follow-up to AFN, the project will support communities to conserve and protect wetlands that serve
critical ecosystem functions for both flora and fauna, including migrating species. To reduce pressure on natural resources and fragile ecosystems, the integrated home
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garden grants under subcomponent 1a will support the creation of micro ponds, promoting and integrating fish raising.

89. Table 38: Water resources in the project areas (river basins and tributaries)

Provinces Districts Main River Basin Tributaries, and small rivers  |Length (km)
Samphanh Nam Ou 749 707.091
Bountay Nam Ou 368 410.412
Phongsaly Kua Kam Ou 617 559.55
Phonsaly Nam Ou 877 968.502
Ngot Ou Nam Ou 971 1389.378
Nga Nam Nga 519 627.27
Beng Nam Beng 375 433.20
Oudomxai
Pakbeng Nam Khong 361 339.59
La Nam Phak 286 278.33
Mok Nam Mo 340 467.658
Xieng Khuang
Nonghet Nam Neun 232 344.925
TaOiy Se Lanong 684 653.84
Salavan Toomlarn Se Kok 144 209.842
Samoiy SePone 164 159.59
Kaleum Se Kong 885 672.73
Sekong Darkcheung Sekong 524 483.12
Lamam Sekong 437 489.75
Sanamxay Se Pian 400 623.51
Attapeu Sanxay Se Kaman 660 685.51
Phouvong Nam Kong 881 919.87
90. Ground water resources are an untapped potential for agriculture. It is estimated that less than 2% of the water used in agriculture is drawn from ground water while

92.

93.

98% is drawn from surface water. Ground water can be accessed by promoting dug wells and boreholes which are feasible if there is no hard bedrock (See Mathieu
Viossange et al, Regional Mapping of Groundwater Resources in Data-Scarce Regions: The Case of Laos, 2017).

. There is very little monitoring of groundwater quality in Lao PDR even though it is the main source of rural drinking water via shallow wells and deep boreholes. A study

by the Interim Mekong Committee (1986) observed that the country is divided into two geological areas in terms of groundwater: the Annamian Strata occupying most
of the northern and eastern part of the country and the Indosinian sediments mainly along the Mekong. There are three different aquifer systems linked to these areas,
namely the Indonisian group of aquifers, the alluvial aquifer, and the Annamian aquifers which occur randomly. These are local systems that discharge into a river or its
tributaries. As local flow systems, they are not part of the regional one and do not carry pollution into the latter. The potential water supply from groundwater in the
northern part of the country is considerable in view of the high amount of available recharge capacity. Water quality should be reasonably good and for the most part
potable and iron rich. Yields up to 5 litres per second can generally be anticipated (WEPA, ibid).

The introduction of battery-free solar pumps will allow remote communities to efficiently extract underground water from boreholes and surface water from permanent
streams and ponds.

Risks assessment: Small-scale water use is defined in the revised Law No. 115 on Water and Water resources (dated June 2017). The categories indicated include

water used for: (i) human consumption and domestic use, (ii) crops and animal production at household level, and (i) small-scale irrigation up to 1,500 m3 per hectare
per day. For these categories of small-scale water use, authorisation and water fees are not required. It is expected that water use for the home gardens and lined
micro ponds promoted under AFN Il fall into this category. Therefore, the AFN Il project is not expected to involve or lead to significant extraction, diversion,
containment and/or consumption of surface and/or ground water. Relatedly, the project will not include construction of dams, reservoirs, or river basin development.

Irrigation

94.

The Government of Lao PDR heavily invested in irrigation infrastructure in the mid 1990’s and early 2000s’, in particular in pump irrigation for paddy production in the
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main Mekong Plains. As a result, irrigated areas covered about 420,000 ha in 2015, although falling short of attaining the ambitious 800,000 ha target set by the 5-year
plan for 2011-2015. In 2014, the Department of Irrigation indicated that there are more than 15,000 irrigation schemes nationwide. These include: a total of 1,750
gravity weirs; 329 catchment reservoirs; 566 pump-fed schemes; 197 gabion weirs; 264 water gates; and 11,415 “traditional weirs” built and managed by communities.

95. Public investments had an almost immediate impact on increased paddy production and the objective of self-sufficiency was attained in the early 2000s’. The national
paddy output increased from 3 million tons in 2011 to more than 4 million tons in 2015, with dry season irrigated paddy production contributing about 13% to the
national output. With distribution canal networks mainly designed for dry season paddy production, the farmers faced difficulties producing more profitable diversified
crops. However, sustained market demand for vegetables and pulses (soybean and groundnuts for instance) has provided incentives for dry season diversification in
modernized irrigation systems in recent years.

96. lIrrigation operation and maintenance responsibilities have been assigned to water user groups in a systematic process of Irrigation Management Transfer (IMT).
Farmer groups established as Water User Groups and Associations (WUG/WUA) lacked the management and financial capacity to operate and maintain infrastructure.
The engineer-led design and construction process has generally hampered local participation and genuine involvement of water users in the management of schemes.
There are an estimated 2,533 groups nationwide, 66 formal Associations with strong management capacity, 1,627 groups with medium capacity, and 840 groups with
low management capacity (Dol, 2014)

97. After two decades, irrigation infrastructures are generally in a state of disrepair and operate at below design capacity. In addition, paddy production in the dry season
provides low returns to labour and irrigated areas are not fully put into production. As costs of operation and maintenance are generally not covered by irrigation
service fees, the State reinvests public money regularly to repair and upgrade infrastructure in order to maintain paddy production capacity and reach production
objectives. Overall, the Irrigation Management Transfer policy, as applied since 2000, has not set the required conditions for establishing a sustainable and self-
financing irrigated agriculture sector.

98. In this context, the recent 2013 Law on Irrigation aims at promoting further investments in irrigation and irrigated agriculture with expected contributions from the private
sector. It also maintains the existing IMT approach of transferring operations and maintenance to Water Users Associations. The Irrigation Law has not been supported
by application decrees and guidelines and previous decrees still apply. This has led to continued uncertainty on mandates and responsibility sharing for O&M
management, financing of maintenance and repairs, and recouping of infrastructure investment costs.

99. The project will not create new irrigation schemes and will involve only the rehabilitation of existing small schemes (less than 100ha) to improve water efficiency,
strengthen WUG capacity in O&M practices, and promote water saving techniques. Therefore, the AFN Il project irrigation activity is not expected to involve or lead to
significant extraction, diversion, containment and/or consumption of surface and/or ground water nor the construction of dams, reservoirs, or river basin development
either.

b. Climate trends and impacts

100.Climate change is a global problem, which is also impacting Lao PDR, particularly through floods and droughts. Most flooding occurs from May to September when
monsoon rains accumulate in the upper Mekong River Basin. In addition to river basin flooding, flash floods in the northern mountainous regions are also common. It is
estimated that the central and southern regions face serious floods or drought every year. Historical data recorded from 1966 to 2009 shows that Lao PDR experiences
an average of 1.5 severe floods and 1 short drought every year of about 2 weeks between June and July. Between 1990 and 2015, floods and storms affected over
500,000 people (UN,2015). In 2018, two tropical storms brought heavy rainfall during July, August, and September affecting the entire country, including an estimated
2,400 villages and 132,000 households. 3,616 households were evacuated and 55 people died. Approximately 150 km of national and provincial roads, 133 km of
districts roads, 350 km of rural roads, and 47 bridges were damaged (UN, 2018).

101.To date, there have been limited assessments, analyses or projections to estimate the potential climate change impact on the physical and social environment in Lao
PDR. This is mainly due to the lack of long-term climate data to support projections of future climate trends (Water Resources and Environment Agency, 2010).
However, increasing precipitation in the country has shown that the incidence of unusual and extreme flooding events are more common recently. The dry season is
becoming longer and drought is more frequent and severe.

102.The climate in Lao PDR is affected by two major weather systems: the South Asian summer monsoon circulation and the Westerly Jet circulation. Under these two
weather systems, the climate has two distinct seasons: a monsoon-driven rainy season from May to October, accounting for up to 90% of annual precipitation, and a
dry season from November to April) with cooler temperatures, particularly between November and January. Based on the updated world Koppen-Geiger climate
classification[26], Lao PDR features three main climates:

» Tropical monsoon climate (Am): along the Annamites mountain chain. Temperature in the coldest month is above 18°C and tends to see more rainfall than a tropical
savanna climate or have less pronounced dry seasons. The southern AFN Il target districts have this climate (Salavan, Sekong and Attapeu provinces).

« Tropical savannah climate (Aw): spans most of the country, from the plains along the Mekong to the mountainous region of Northeast into Myanmar. This climate is
characterized by temperatures during the coldest month above 18°C and typically a pronounced dry season, with the driest month having less than 60mm.
Oudomxai has this climate.

« Humid subtropical climate (Cwa): this features significantly colder temperatures and lower precipitation. Temperatures in the hottest month are above 22°C and
there are dry winters. Phongsaly and Xiengkhouang provinces have this climate.

N

Figure 12: Képpen-Geiger climate classes and map
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Source: Climate Knowledge portal

103.According to the Department of Meteorology and Hydrology long term statistic data record, the total annual rainfall is about 1,865.8mm with around 90.9% of it
occurring in the rainy season (May-October) and only 9.1% between November and April. A short drought of about 2 weeks was experienced between June and July
2018. However, average rainfall can be as high as 3,000 millimetres (mm) per year.
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Table 39 Rainfall Distribution in Lao PDR

Rainy season Dry Season
Province Period Annual Total (mm) % %
(mm ymm(
Phongsaly 1990-2008 1669.6 1494.0 89.5 276.7 10.5
Oudomxay 1987-2008 1603.2 1414.4 88.2 258.4 11.8
Xieng Khuang 1982-2008 1465.3 1321.2 90.2 235.4 9.8
Salavan 1989-2008 2120.5 2001.4 94.4 154.1 5.6
Sekong 1992-2008 1626.4 1470.8 90.4 194.6 9.6
Attapeu 1989-2008 2405.0 2284.7 95.0 158.0 5.0

Source: Oudomcit, 2010

104. April is usually the warmest month of the year and is normally the transition from the dry to the wet period. Temperature monitoring by the Department of Meteorology
and Hydrology shows that temperature is continuously increasing. Rainfall is inconsistent, which results in a number of adverse impacts to the economic system,
environment and the livelihoods of people. Records show that the mean minimum temperature is between 13.5°C and 17.5 °C (December-January) and mean
maximum temperature being between 35.5°C and 39.5 °C (March-April). The overall annual average temperature is 26.5 °C to 27.5 °C. A mean annual temperature of
20°C was recently observed in the northern and eastern mountainous areas and the plateaus, whereas temperatures were higher in the plains at 25-27°C (Climate
Knowledge portal). The absolute minimum temperate on record of -0.3 °C was recorded in Xiengkhouang on 25/12/1999 and the absolute maximum temperature of

44 .4 °C at the Savannakhet station on 7/4/1974.

Figure 13: Observed monthly climatology (1991-2020)
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105.Patterns of precipitation remain influenced by the complex relationship between the dominant regional climate regimes and The El Nifio-Southern Oscillation. This
typically generates warmer than average and drought conditions in the dry season at irregular intervals of 5 to 8 years. La Nifia events bring cooler than average

conditions.
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Figure 14: Observed mean temperature (°C) Figure 15: Observed mean precipitation (mm/year)
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106. Historical climate trends

107.Annual mean temperature in Lao PDR has risen by as much as 0.05 °C/year, especially in the south. Temperatures have increased on average between 0.1°C to
0.3°C per decade between 1951 and 2000. 1998 had the highest temperatures in the past two decades with an average of 30°C. This was also the driest year on
record with an average rainfall of 800mm.

Figure 16: Observed average annual mean temperature (1901-2020)
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108.Over the 20th century, Lao PDR's precipitation regime has trended towards more intense periods, with the frequency of months experiencing more than 600mm rainfall
increasing. Overall rainfall levels, however, decreased between 1961 and 1998. The number of droughts and floods over the last three decades has, in turn, increased.

Climate futures [27]:
109.Considerable uncertainty surrounds projections of long-term, local, future precipitation trends. Most of the climate models predict an increase in annual precipitation

rates, with larger changes under higher emissions pathways. The poor performance of global climate models in consistently projecting precipitation trends has been
linked to their poor simulation of the El Nifio phenomenon. However, uncertainty in precipitation trends remains high, as reflected in the range of model estimates.
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Figure 18: Projected Mean Precipitation for 2040-2059 under SSP5-8.5 multi-model

Figure 17: CMIP5 ensemble projected change (32 GCMs) in annual precipitation by |€nsemble

2040-2059 relative to 1986-2005 baseline under RCP8.5 Projected Climatology of Precipitation for 2040-2059
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Source: Climate change climate portal (https://climateknowledgeportal.worldbank.ora/)

110.Under the above scenario, the increase in precipitation rates may be less marked in Phongsaly and Oudomxai (+0-60mm / year) than in the three AFN Il southern
target provinces (+90-120mm / year). Over the project area, the projected changes in precipitation are expected to be quite variable from -15% to +4% across the five
provinces. These assumptions are subject to a high level of uncertainty and are to be further assessed during the detailed design period using downscaled data
whenever available.

Table 40: Projected change in precipitations (Model SSP5-8.5)

La:r'\gle“t provinces ?;;e)line mean annual precipitation” 1991-2020 Projected mean annual precipitation** Z:Zj:g;esd(mm) Projected changes in % vs baseline
Phongsaly 1,460 1,507 +47 +3%

Oudomxay 1,473 1,531 +59 +4%

Salavan 2,160 1,842 -318 -15%

Sekong 2,227 1,891 -337 -15%

Attapeu 2,053 1,962 -91 -4%

Average 1,875 1,746 -128 -5%

(*) Observed Climatology of Precipitation 1991-2020
(**) Projected Climatology/ of Precipitation for 2040-2059 (Annual) Ref. Period: 1995-2014, SSP5-8.5
Source: After data from the Climate Change Knowledge portal

111.Temperatures: The four Representative Concentration Pathways (i.e., RCP2.6, RCP4.5, RCP6.0, and RCP8.5) models indicate a trend of continued, consistent

warming that varies by emissions scenario. Climate projections indicate that the monthly temperature variable for 2040-2059 under the RCP8.5 Scenario is higher by
1 degree compared to the baseline mean temperature.
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Figure 19: CMIP5 ensemble projected change (32 GCMs) in annual
temperature by 2040-2059 relative to 1986—2005baseline under RCP8.5
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Figure 20: Projected Mean Temperatures for 2040-2059 under SSP5-8.5 multi-model ensemble
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112.The scenario above tends to indicate that increased temperatures may be more marked in Phongsaly and Oudomxai than in the three AFN |l southern target

provinces.

113.Heat stress: The general increase in temperatures also suggests a transition to a chronically heat stressed environment. This will entail an increase in the number of
days in which temperatures exceed 35°C increasing from approximately 40 days to 50-110 days of the year depending on the emissions pathway and climate model.
The incidence of permanent (chronic) heat stress is likely to increase significantly in Lao PDR under all emissions pathways if measured as the prevalence of days with
a Heat Index >35°C. This represents a combination of temperature and humidity conditions which are dangerous to human health.

Figure 21: Projection of number of days with Heat Index > 35°C for 2040-2059 (SSP5-8.5)
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Trends in hazards/extreme events:

114.From 1970 to 2010, 33 natural hazard events (mostly floods and droughts) were registered, affecting almost 9 million people and causing economic damages of over
US$400 million. According to a 2009 vulnerability mapping exercise conducted for Southeast Asia, the areas of Phongsali, Houaphan, and Louang Namtha are
considered hotspots for the impacts of multiple hazards, including floods, droughts, landslides, earthquakes, and other such events.
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Figure 23:Average Annual natural hazard occurrence (1980-2020)
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115.Droughts: Lao PDR is very vulnerable to droughts. Five droughts have affected the country over the past 40 years. It is estimated that around 188,000 households in
Lao PDR are at risk of food insecurity caused by drought.

116.Floods: The areas of Lao PDR most vulnerable to flooding are the plain’s areas along the Mekong River in the central and southern parts. Fifteen floods have occurred
in Lao PDR from 1970 to 2010.

117.Epidemic: Eight epidemic events have taken place in the past four decades. Disease outbreaks such as smallpox, malaria, diarrhoea, dysentery, dengue fever, and
cholera have been registered. These epidemics have been associated with recurrent floods and droughts affecting the country.

118.Storms: Five storms or tropical cyclones have reached and affected the country over the last two decades. These storms, as well as the impacts from southwest
monsoons, have affected over one and a half million people and caused damages of over US$400,000.

119. The Think Hazard report for Lao PDR confirms these identified risks as reflected in the IFAD screening tool.
c. Climate change mitigation

120.Refer to the SECAP annex entitled 'Downscaled climate analysis'.

2.3 Target group profiles

121.The intended target population includes 168 000 poor and near-poor smallholder farmers at risk of food insecurity and malnutrition living in the twenty target districts
(29% of the total project area population). Specifically, the target population will include: (a) Children Under 5 years of age (CU5); (b) adolescent girls (age 10-19); (c)
women of reproductive age (WRA age 15-49 years, including PLW/G); (d) youth (age 15-35); (e) others (ensuring 50% female) and ethnic groups.

122.Vulnerable households and individuals most likely to be left behind, such as women-headed households (2%), persons with disability (2%), migrants returning to rural
areas due to COVID-19 impacts (5%), ethnic groups other than Lao/Tai (at least 70%) and others identified through consultative and participatory community
consultation processes during the start-up phase, will be prioritized among the aforementioned target groups.

Table 54. Direct targeting: Expected number of AFN Il beneficiaries by target groups

AFN Il target groups Estimated number in % of total
Female: WRA, incl. PLW/G (age 15-49), adolescent girls (age 10-19) 84,000 At least 50%
Male 84,000 Up to 50%
Total number of direct beneficiaries 168,000 people

Of Which:

Youth (age 15-35) 42,000 Minimum 25%
Children under 5 years of age (CU5) 16,800 Estimated 10%
Ethnic groups members (non-Lao/Tai) 117,600 Minimum 70%
Persons with disabilities — indicative 3,360 Minimum 2%
COVID-19 migrants 8,400 Estimated 5%
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123. Ethnic groups will be included in all consultation processes and their aspirations and needs for livelihood improvements will be identified and addressed within their
cultural context and rights. Due diligence and Free Prior Informed Consent (FPIC) will be applied when engaging with members of ethnic groups and other marginalized
people (including Persons with Disabilities) in the project communities.

124.The project will include at least 70 Micro, Small and Medium Enterprises (MSMEs) and producer organizations such as Agriculture Production Groups (APGs) and
Water User Groups (WUGs) participating in project supported activities. AFN Il will include specific measures to ensure the participation of women (at least 50%) and
youth (at least 25%) in relevant activities. These measures will be detailed in a gender/targeting/social inclusion strategy. The project team at both village level and
households’ level will seek FPIC before initiating planning and implementation of activities. Direct beneficiaries will be identified during the initial community
consultation process, which will be conducted with all stakeholders, including potential beneficiaries.

3. Institutional analysis

Institutions

125.The most important institutions that have the potential to help achieve IFAD’s mainstreaming agenda are the Ministries, their technical departments and line agencies at
subnational levels, including the Ministry of Agriculture and Forestry (MAF), the Ministry of Industry and Commerce (MolC), the Ministry of Environment and Natural
Resources (MoNRE), the Ministry of Planning and Investment, the Ministry of Public Health, Ministry of Education, Lao Women Union.

126.At subnational level, PAFO and DAFO (provincial and district agriculture and forestry offices) are the main public stakeholders in charge of delivering services to
farmers.

127.Under the decentralised policy (three builds) the role of districts as holistic development unit and have a critical role in delivering services to villages and community-
based organizations.

Private sector entities.

128.The agricultural value chain sector is characterized by the “missing middle” and is dominated by informal actors and unregulated trade practices. Because of the
broadly unregulated business environment, traders and producers alike are generally wary of engaging in formal contracts that may not be fulfilled. Moreover, village
and district authorities are generally not in a position to mediate business disagreements or enforce terms of contracts, even when they have been endorsed by the
same authorities.

129.The project will promote responsible investments to support nutrition-sensitive business partnerships between the public sector, community-based organizations, and
private sector entities. The proposed activities aim to crowd-in reliable private sector entities, by encouraging co-investment from community organizations and private
companies involved in food value/supply chains. Through Multi-Stakeholder Platforms, the project will strengthen public and private partnerships to provide incentives
for nutrition-sensitive interventions and allow replication of experiences on sustainable production and food value chains.

130.The project will contribute to identifying existing and newly registered private entities to expand theSUN Business Network[28L membership and crowd-in the private-
sector participation in national efforts to improve nutrition and food security. The SUN BN members will be priority business partners for Producers Organizations
(APGs, WUGSs) and village nutrition committees to develop business linkages and market outlets for nutritious food products.

Academia and research.

131. The AFN project has involved the National Agriculture and Forestry Research Institute. In the second phase, it is foreseen to engage with NAFRI and its research
centers (LaRREC) in partnerships with international organizations (CDE of the University of Bern).

132.The project will assist the communities in each agroecological zones in identifying and documenting selected wild food species of particularly high importance in their
local diet. Botanical identification will be carried out in collaboration with the National Agriculture and Forest Research Institute (NAFRI). An analysis of their nutritional
value will be outsourced to a specialized laboratory in the region to inform knowledge management publications.

133.To promote these wild foods and raise awareness in terms of nutritional value and their vital role in the local food systems, existing databases of wild foods and
communication products (such as IFAD Recipes for Change videos series) will be further developed in collaboration with technical partners such as the Phakhao lao
knowledge base developed in partnership by NAFRI and Centre for Development and Environment (CDE) at Bern University.

134.Fish and other aquatic animal species form an integral part of the diet of the target beneficiaries, with most of the fish and aquatic species caught in the wild:
amphibians, batrachians, molluscs, and freshwater crustaceans. The project will support a strategic partnership with the Living Aquatic Resources Research Centre
(LARReC) under NAFRI. The initiative will focus on research and knowledge management activities on the protection and management of community fish spawning
areas (Fish Conservation Zones) and the promotion of living aquatic resources as part of the local diets in rural communities.

135.Linkages with on-going or recently completed research interventions could benefit the country programme as a whole, in particular in the field of sustainable agriculture
practices and sustainable land management as supported in FNML and through the WOCAT grant. Some examples of Integrated Farming Systems demonstrated in
Cambodia in collaboration with the Center for Agriculture and Environment studies (CAES) and the Center for Development and Environment (CDE) of the University of
Bern could be introduced and promoted in Lao PDR. The analytical framework designed by CDE and CAES to measure Integrated Farming Systems benefits in the
long run could also be used in Lao PDR.

Civil society and non-governmental organizations (CSOs/NGOs)

136.These have traditionally been key implementation partners in the IFAD programme in Lao PDR. There are a few CSO/NGO that experienced, qualified and well
positioned to provide smallholders and producers’ organizations with support in organizational and governance aspects of Producers Organizations management,
technical services for production and post-harvest and market access facilitation. The Challenge Fund will provide CSO with the opportunity and resources to scale up
their support to remote communities for climate smart agriculture, financial and business literacy, youth involvement, etc.

Producer organizations

137.Informal agriculture producer organizations such as Agriculture Production Groups supported by AFN are currently supported to further structure their organizational
set-up and ultimately register in formal outfits as per the MAF strategy for registering agricultural cooperatives and Water Users Associations in Lao PDR. Currently,
there are more than 800 APG supported by AFN and in the southern provinces, many groups have been structured and supported by FNML. Some of these informal
community-based organizations have gained medium capacity and are on the path to becoming mature market-ready producers’ organizations.

138.Further support from line agencies and umbrella farmers’ organizations such as the Lao Farmers Network among others, are engaging in policy dialogue with public
agencies and facilitating networking among Producers Organizations, and with civil society, private sector entities, development partners and other stakeholders.

139.The village nutrition committees established under AFN and the village nutrition facilitators have also proven potential to deliver services to rural households and ensure
continuity in delivering both agriculture and nutrition outcomes.

Last mile service delivery

140.Community-based mechanisms to deliver last-mile services to smallholders are a critical element in achieving IFAD strategic objectives, while ensuring sustainability
and inclusiveness. Under AFN project, the lead farmers have been instrumental in linking public extension services, private service providers and smallholders’ farmers
engaged in subsistence and commercial agriculture as members of business clusters. These front-line extension workers have been intensively supported by AFN and
registered by district line agencies. Identified sustainability pathways will be further promoted under AFN II. Other IFAD-funded projects have demonstrated that income
streams can be derived through commercial input production in the case of lead farmers (selling vaccinated chicks for example), or through brokering of ICT services,
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input supply and market access in the case of CEWs.

141.Under the forthcoming projects under COSOP and other development initiatives, there is scope to consolidate these models of service delivery to the last mile. In
particular, continuous training and coaching could ensure sustainability by strengthening the agri-entrepreneur approach such as lead farmers and village veterinary
workers. Regular evaluation of their capacity and need for support and networking could further strengthen their role in delivering service. Lead farmers as the last mile
extension service providers will further benefit from technical and financial support from line agencies as part of the national extension system.

Policy and regulatory frameworks. Policies and regulations for AFN Il included in SECAP for AFN Il include:

- The Environmental Protection Law (EPL, 2013)

- The Law on land (2003)

- Regulation on the Control of Pesticides in Lao PDR (2014)

- Ministerial Instruction No. 8030/MONRE on Environmental and Social Impact Assessment (ESIA) and Initial Environmental Examination (IEE) of Investment
Projects (2013)

- Decree on Protected Area (No0.134/G, May 2015)

- Decision on Good Agriculture Practices for Produce Quality Management Standards No 0539/MF, issued on 09/02/2011

- Development Strategy of the Crop Sector 2025 and Vision 2030

- Agriculture development strategy to 2025 and vision to the year 2030

- Law on Water and Water Resources (revised 2017)

- Law on Irrigation (2012)

142.Lao PDR has formulated many laws, decrees, regulations, and guidelines for the assessment and management of environmental and social impacts associated with
development projects. The revised Environmental Protection Law (EPL, 2013) is the nation’s principal environmental legislation. The EPL set up unified environmental
management for environmental resources with the objective of preserving and facilitating the sustainable use of natural resources. The EPL includes measures for the
protection, improvement, mitigation, and restoration of the environment and guidelines for environmental management and monitoring. MONRE is responsible for
implementation of the EPL and various ministries have issued guidelines for implementing EPL provisions.

143.The objectives of the land law are to determine a regime for land management, protection, and use in order to ensure efficiency and conformity with land use
objectives, laws, and regulations. The aim is to also contribute to national socio-economic development as well as protecting the environment and national borders.

144.Government regulations related to pest management include Regulation 2860/MAF, which is a recent update (from 11 June 2010) to the previous Regulation
0886/MAF. The latter was established in March 2000 with support from the Japan International Cooperation Agency (JICA) and the Food and Agriculture
Organization (FAO). This regulation was developed based on the WHO recommended Classification of Pesticides by Hazard and Guideline to Classification 1994-
1995. In January 2010, the GoL registered companies who import pesticides, fertilizers, and seeds. Registered pesticides were also adjusted in May 2010 based on the
new regulation. The Department of Agriculture (DoA) under MAF is mandated to oversee all pesticide use.

145.Decree on Protected Area No. 134/G Vientiane Capital-Dated 13/5/2015. This decree determines principles, regulations, and standards for the establishment,
allocation, protection, development, use and inspection of Protected Areas. The aim is to make these Areas sustainable by focusing on environmental and watershed
protection, erosion prevention, soil quality protection, and safeguarding strategic zone for national defence and security. The goal is to also support climate change
mitigation and adaptation, address global warming, and contributing to the improvement of living conditions and socio-economic development. The government allows
use of Protected Areas only specific zone and in accordance with regulations and law. The aim is to prevent negative impacts on forests, soil, and the natural and
social environment.

146.The use of protected areas for public benefit is supervised by MoNRE and is allowed for the purpose of research and testing, recreation and touristic sites, sourcing
medicines, or protecting watersheds, biodiversity, and natural, historical, environmental, and cultural factors. Local people reside in and around Protected Areas and
contribute to the protection and regeneration of forest and Non-Timber Forest Products there. They thus have the right to use s and forest products as determined in
the Protected Area Plan and its related regulations and laws. Individuals, legal entities, and organizations can use Protected Areas according to the Plan and existing
laws and regulation as long as it does not have an impact on the ecosystem. This can be done, for example, to develop a natural, cultural, or historical tourism site or
use an Area as a film set.

147.Lao PDR introduced a framework for Good Agriculture Practice (GAP) and Organic Agriculture Standards in 2004-2005. Since then, the Ministry of Agriculture and
Forestry has issued as well four relevant ministerial decisions on:

o (i) Good Agriculture Practices for Produce Quality Management Standard No 0539/MF, issued on 09/02/2011. This for practicing Good Agriculture Practice Quality
Management Standard for fruit and vegetable production, creates value added for fruits and vegetables, and improves the quality of their supply chain to meet
international and national market demand.

o (i) Good Agriculture Practices for Environmental Management No 0538/MF, issued on 09/02/2011. The is an instrument to manage fresh vegetables and fruits
based on GAP. It also helps preserve and protect the on and off-farm environment.

o (iii) Good Agriculture Practices for Produce Quality Management Standards No 0539/MF, issued on 09/02/2011. The is an instrument to ensure GAP implementation
for agricultural products, especially fruit and vegetable production, in order to add value and improve the quality food supply in response to domestic and
international market demands.

o (iv) GAP for Labour Safety, Health and Welfare issued on 9/02/2011 No. 0540/MAF. This is an instrument that ensures health protection, safety and worker welfare
as part of GAP.

148.Lao PDR regulations applicable to the development of infrastructure projects include the Ministerial Instruction No. 8030/MONRE (2013) and the Environmental
Assessment Guidelines (2012). These provide direction to the environmental and social assessment process in the country. Additionally, more recent Ministerial
Instructions on Public Involvement in the Process of Environmental Impact Assessment of Investment Projects provides updated guidance on the environmental and
social assessment process.

149.The project is characterized by a number of proposed sub-projects for rehabilitating existing irrigation schemes in the six target provinces. This SECAP provides an
overarching safeguards document governing the approach, processes, and specific instruments for guiding and informing the Social Environmental and Climate
Assessment Plan (SECAP). It also provides for other safeguard instruments and measures (if applicable) during infrastructure investment feasibility and design studies
for subprojects.
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150.The project directly contributes to the 9th Five-Year National Socio-economic Development Plan (2021-2025) and its first 4 expected outcomes. These include:

e (i) Outcome 1: Stable, quality, continuous, and sustainable economic growth;

o (ii) Outcome 2: Improved quality of human resources with enhanced research capacities and abilities to meet development needs and use science and technologies
to improve efficiency and add value to production and services;

o (iii) Outcome 3: Gradually enhanced material and mental well-being for people due to increased food and income security;

o (iv) Outcome 4: Environmental Protection and Natural Disaster Risk Reduction.

151. In addition, AFN Il component 1 directly contributes to the National Agricultural Development Strategy to 2025 and Vision to 2030 by “Ensuring food security, producing
comparative and competitive potential agricultural commaodities, developing clean, safe and sustainable agriculture and shifting gradually to the modernization of a
resilient and productive agriculture economy, linking with rural development contributing to the national economic basis”.

152.The Goals set out in the agricultural development strategy are: (i) Efficient, stable, climate-adapted agriculture systems to ensure food and nutrition security and quality
marketable surpluses; (ii) Agricultural production meets sanitary, phytosanitary, and environmental standards; (iii) Agriculture production creates real jobs and is socially
and ecologically sustainable. AFN Il will directly contribute to all three of these goals.

153.0ther policies relevant to this assessment are:

e -The enhanced Nationally Determined Contribution (NDC) to the UNFCCC which was submitted by GoL in March 2021

o -Biodiversity: Lao PDR is a signatory country to the Convention on Biodiversity. The Ministry of Natural Resources and Environment (MoNRE) has published its 2nd
National Biodiversity Strategy and Action Plan 2016 - 2025

o -IPs: The policies and strategies relevant to the engagement and involvement of ethnic groups are in the national constitution, national guidelines on consultation
with ethnic groups launched by the Lao Front for National Construction (LFNC) in 2012, and the 9th National Socio-economic Development Plan. Lao PDR has also
ratified the UN Declaration on the Rights of Indigenous Peoples in 2007.

e -The Decree on ethnic groups affairs: In March 2020, the government issued Decree No. 207 on ethnic group affairs. This promotes participation by all ethnic groups
in socio-economic development and provides them with equal opportunities for development and ensuring unity and equality. The decree identifies twelve policy
areas related to ethnic affairs. All ethnic groups are to be permitted to practise their special customs and traditions in accordance with the country’s constitution and
laws. The decree also bans all forms of discrimination against ethnic groups. Although the implementation mechanisms remain unclear, this decree represents
important legislation relevant to the ethnic groups involved in AFN Il implementation.

154.The National Nutrition Strateqy to 2030 and the National Plan of Action for Nutrition (NNSPA) for 2021-2025 are the guiding elements for the nutrition interventions and
the multisectoral planning at district and provincial levels that will be supported under component 3.

155. At the recent Food System Summit for Lao PDR, the technical groups of the Member State Dialogue identified four key thematic areas: (i) ensuring safe and nutritious
food for all; (ii) boosting nature-positive food production at sufficient scales; (iii) advancing equitable livelihoods and value distribution; and (iv) building resilience to
vulnerabilities, shocks, and stresses. AFN Il will support sustainable food systems across these four priority areas.

156.In terms of addressing COVID-19 pandemic impacts, and the ‘build back better’ approach, the project interventions are informed by COVID assessments. They will
also contribute to MAF response plans and government interventions.

157.The project is also aligned with the IFAD Country Strateqy Opportunity Programme (2018-2024) and the WFP Country Strategic Plan for 2022-2026, which is under
finalization at the time of writing. UN frameworks relevant to the project are: (i) the Call for Action of the UN Sustainable Development Goals (SDG) Framework and (ii)

UN-Lao PDR Sustainable Development Cooperation Framework for 2022-2026.

4. Environmental and social category

158.As per the SECAP off-line screening tool, the Environmental and Social risk category of the project is assessed as high.
159.The screening process highlighted the following potential social and environmental risks:
Biodiversity

160.The screening process did not identify any significant risks in terms of impacts on biodiversity. The project primarily supports existing agricultural areas with an already
under production status and managed by members of formal and/or informal producer organizations. The project could potentially involve or lead to impacts/risks to
migratory wildlife, but there is no existing evidence that would be the case. The project will implement a number of best management practices to avoid or reduce
wildlife migration. Further consultations (with conservation organizations) during the detailed design phase will help determine the likelihood of this risk, but
consequences are expected to be minor. AFN Il will not impact on any sensitive areas or result in any loss of natural habitat and biodiversity.

161.The project’s targeting strategy will systematically exclude interventions and activities involving habitats that are legally protected, officially proposed for protection, or
recognized as protected by traditional local communities and/or authoritative sources (e.g. wetlands, National Park, Nature Conservancy, Indigenous Community
Conserved Area, ICCA, etc.)

Resource Efficiency and Pollution Prevention

162.The project is likely to involve inputs of fertilisers and other modifying agents. However, the related risks are expected to be minor and dispersed. The project will
involve inputs to suppliers and producer organizations to promote safe and efficient use of fertilisers and modifying agents. Good Agricultural Practices (GAP) will be
promoted for vegetable production in particular. In the case of mitigating risks around fertilizers, the project will promote the use of biofertilizer and encourage integrated
pest management. In addition, the project will encourage and promote agroecology practices to reduce the use of fertilizers. When feasible, the project will promote the
use of alternative eco-friendly plastic sheets in ponds, for integrated home gardens, and as APG.

163.The project is not expected to result in the use of pesticides on crops, livestock, aquaculture or forestry. Pesticides are generally applied on industrial crops only
(maize, sugar cane, rubber and banana plantations for export, etc.) and not on food crops. AFN Il will only promote sustainable production of food crops and the use of
wild foods and will exclude industrial crops that do not contribute to nutritional outcomes.

164.The project interventions will not be located in an area which is being, or has been, polluted by an external source (e.g. a mine, smelter, industry). This risk will be
included in the ESMP and areas polluted by an external source will be avoided/excluded from the target areas.

165.The project will not involve interventions in livestock with exception of backyard poultry production. This will be small scale and dispersed by nature.
Nutrition

166. |dentified risks related to nutrition are: (i) inability to access target groups of women and girls with social behaviour change communication (SBCC) activities; (ii)
inability to access to ethnic groups with different (non-Lao) languages; (iii) inability to target activities for landless and the poorest segment of the target population or
disadvantaged groups not able to participate effectively; and (iv) insufficient cohesion within farmer groups and communities.

167.To address these risks, the project will ensure all the target groups, including women and girls, get involved and participate in each SBCC activity. The project will
ensure the active participation of ethnic groups and obtain their consent through FPIC. It will also provide translation services to remove language barriers by involving
community mobilisers recruited locally. The project will not provide land to the disadvantaged groups/landless households, but they will actively participate in project
activities requiring little or no land (integrated home gardens for instance) and will engage in collaboration and cooperative activities with other the target groups. The
project will strengthen partnerships and cooperation in farmer groups and among community members, allowing identification and exploration of opportunities while
building skills together.
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Cultural heritage

168.The project will exclude areas that are considered to have archaeological (prehistoric), paleontological, historical, cultural, artistic, and religious values or which contain
features considered as critical cultural heritage. Involvement of the community through village profiles, community mobilisation, and FPIC procedures will provide ample
opportunities to identify and avoid such risks.

Indigenous people

169.In the five target provinces and pre-identified districts, ethnic groups represent 89% of the population. It is almost certain that the project will be based in areas where
“indigenous people” or ethnic groups are present. Stakeholder consultations and the FPIC process will be adopted at an early stage of project intervention. The project
will not affect indigenous peoples’ rights, lands, natural resources, territories, livelihoods, knowledge, social fabric, traditions, governance systems, culture or heritage
(tangible and intangible) either directly or indirectly.

170.AFN Il is an agricultural and rural development project that will promote agricultural technologies and production, directly contributing to nutritional outcomes and
commercial surplus production. It will also facilitate business linkages with private actors and value chain development and improve social/community-level
infrastructure. The project also intends to support demand driven services to individuals (matching grants, rural entrepreneurships, community-based organizations.
and small and medium-sized enterprise development).

171.Under Activity 1a.4 (Local food sources, wild foods management), AFN Il include interventions specifically designed to directly promote ethnic group knowledge and
practices related to local, wild seeds and foods for sustainable production and improved nutrition

Working conditions

172.Through its interventions under component 2, the project will support the emergence of entrepreneurs for the aggregation of fresh produce. There will be no significant
interventions in agro-processing other than “cottage industry” type post-harvest operations. There will be no operations where producers and other agricultural workers
could be potentially exposed to significant occupational and safety risks.

173.1n any case, the project will ensure that the private partners involved in project implementation comply with national labour laws and international commitments in terms
of worker safety, gender inequalities, discrimination, forced labour, working children, and other unacceptable working conditions. Due diligence will be conducted
through the SUN business network’s charter requirements.

174.The project interventions will not result in temporary or permanent physical displacement. There is no foreseen direct involvement of financial intermediaries.

175.Under these assumptions, the Environmental and Social risks are assessed as high

5. Climate risk category

176.As per the SECAP screening tool, the Climate risk category of the project is assessed as moderatg29]. The screening process followed the steps below and
highlighted the following potential climate risks:

Step 1: Hazard identification

177.The ThinkHazard report indicates that the expected hazards in the project intervention area are assessed as “High” for river floods, coastal and urban floods (not
applicable for the target areas of the project located in rural upland areas), landslide, cyclones, extreme heat and wildfires. Water scarcity (agricultural droughts and/or
dry spells) is assessed as Low[30].

Table 55: Hazards identification (Think Hazard report for Lao PDR)

Phongsaly Oudomxay Salavan Sekong Attapeu
River flood Very Low Low Medium Low High
Coastal flood™ n.a n.a na n.a n.a
Urban Flood® n.a n.a na n.a n.a
Landslide High High High High High
Cyclone High High High High High
Water Scarcity Low Very Low Very Low Very Low Very Low
Extreme Heat Medium Medium Medium Medium Medium
Wildfires High High High High High

1 not applicable to the project setting

*(agricultural droughts and/or dry spells)

Future climate scenarios for the period 2040-2059 indicate[31] that under the RCP8.5 climate model:

-the expected average temperature change is higher than 1°C compared to the baseline mean temperature
-average rainfall change is higher than 10% compared to the baseline average rainfall

-Climate variability and frequency and intensity of extreme events are expected to be larger than the baseline
-The project is not expected to be a significant emitter of greenhouse gases

Under the findings above, the Hazard risk index is estimated as 6.9.

Step 2: Exposure Assessment

178.The project’s provincial and district targets have been determined at the concept note stage, but some adjustments have been made during the detailed design process
based on a set of criteria and subnational stakeholder involvement. The Lao PDR geography features areas exposed to weather-related natural hazards, including
tropical areas (rainforests) and riverbanks.

179.The project thus targets agricultural systems, ecosystems, or livelihoods that are exposed to weather-related hazards. Agricultural production (both crops and livestock)
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is frequently affected by rainfall variability, prolonged droughts, changes in temperature or pests and disease. Biodiversity in the project area is likely to be affected by
changes in climate variables.

180.The agricultural value chain (production, storage, processing, and marketing) is also exposed to climate related hazards as is rural infrastructure likely to be affected by
flooding, landslides, changes in temperatures, and extreme winds.

181.The exposure risk index is of 5.38 as per the SECAP off-line screening tool.
Step 3: Sensitivity Assessment

182.The Lao PDR is not affected by conflicts or population displacement. The INFORM Health conditions score is 1.7 for Lao PDR (<5), implying that diseases do not
increase the population’s vulnerability and do not significantly affect their capacity to address potential weather-related hazards. There is no evidence that COVID (an
event with relatively short-term immediate consequences) would increase the population’s vulnerability to climate change and its medium/long-term impacts.

183.The income of the target population is by nature diversified as a coping mechanism towards the climate variability, market uncertainties, and pest and disease
outbreaks that regularly affect rural livelihoods. The primary goal of agriculture in upland livelihoods is to cover the household’s food consumption and it is closely
interrelated with wild food collection. Cash income generally comes mainly from off-farm activities (wage labour, small trade activity, etc.) and remittances. The ADB
agriculture, natural resources, and rural development sector assessment, strategy, and road map for Lao PDR noted that “Many rural households generate only 30%—
40% of their income from agriculture, with the remainder coming from off-farm sources including casual labor, paid employment, government salaries, and remittances
from extended family members” (ADB, 2018). The AFN | midline study indicated that the proportion of on-farm income was on average 36.6% in Phongsaly Province,
45.2% in Oudomxai Province, and 45.2% in Houaphanh Province. On-farm income was higher in Xiengkhouang (75%) possibly related to better access to irrigation.
(Source: AFN Midline survey data). Nevertheless, social inequalities (e.g. based on gender, youth, indigenous persons, and other marginalized groups) are being
exacerbated by climate change.

184.The human development[32] score is above 5 (score of 5.7) and the Multidimensional Poverty Index is above 5 (score of 7.5); both aspects trigger a YES response in
the offline screening tool.

185.The sensitivity index is 4.29 as per the SECAP off-line screening tool.
Step 4: Adaptive capacity and climate resilience

186.To some extent, Lao PDR still lacks disaster coping capacity although it has been improving recently (DDR score of 6.1 as per the INFORM tool). Climate and weather
information services are not being delivered effectively to farmers, rural dwellers, and end users. However, the country has an early action plan (preparedness and
emergency response) to mitigate the impacts of weather-related hazards once the shock occurs.

187.To some extent, the government and other institutions (including projects and CSO/NGOs) support the target population/communities with the necessary social and
economic resources to prepare for and respond to climate-related events. The target community carries out agricultural adaptation through diversified farming systems
and multiple sources of income, including off-farm wage labour and remittance. Nevertheless, they still lack the economic means or support to adjust or adapt their
activities in response to weather-related shocks.

188.Farmers still face difficulties in accessing adequate financial credit and loans tailored to their needs. The lack of MFI outreach in rural areas and requirements for loan
collateral remain key constraints for smallholder farmers in accessing financial services. Agricultural insurance is non-existent in remote rural areas. Rural infrastructure
(access roads, irrigation, electricity) have improved over recent decades, but in many areas this infrastructure is not effectively delivering services to farmers and rural
dwellers.

189.The adaptive capacity score (as returned by the SECAP off-line screening tool) is 3.75.

190.Proposed climate risk classification: As per the IFAD off-line screening tool, the climate risk score is calculated as 4.28 and the risk classification is assessed as
“moderate”.

6. Recommendations for project design and implementation

191.The following points have been discussed during consultations with key stakeholders during the detailed design stage.
Targeting
192.The project target areas have been tentatively identified at concept note stage, but there might be some adjustments during the detailed design process.

193.As a general principle, the targeting strategy will identify and exclude areas that present risks in terms of negative impacts on the environment, including: habitats
(forest, wetland, etc.) that are legally protected, officially proposed for protection, or recognized as protected by traditional local communities and/or authoritative
sources (e.g. National Park, Nature Conservancy, Indigenous Community Conserved Area, ICCA, etc.),

194.The project intends to work with communities, producer groups and other producer organizations, some of which are already supported by AFN or other projects. AFN
1l will continue to involve rural communities, including IPs where relevant, at an early stage of the interventions and should seek Free Prior Informed Consent following
the IFAD How-To-Do-Note on this for IFAD investment projects. FPIC processes will allow the identification of any sites of cultural importance for IPs (burial sites,
cultural sites) and will allow systematically excluding these areas from project interventions.

195.The project will also establish a Grievance Redress Mechanism as per IEAD guidelines in the Framework for Operational Feedback from Stakeholders.

IFAD Mainstreaming areas:

o Gender mainstreaming as promoted under AFN will be pursued under AFN Il. The Gender Action Plan and other proven structured approaches will be
mainstreamed to ensure that women'’s voice, roles, assets, adequate labour conditions, and economic opportunities are promoted both at household and community
levels throughout the project interventions. The project will also address the risk of Gender based violence (including sexual exploitation and abuse) that has surged
during the COVID pandemic. The project will contribute the transformation of rural women’s economy through capacity building, business development, and
increasing their income.

o Youth as per the GoL definition (15-35 years of age) represents more than half of the target population. Promotion of rural entrepreneurships for youth could be
continued by supporting young lead farmers and promoting agricultural production models that are attractive to young rural people (vegetable production under net
houses, hydroponic technologies, Renewable Energy Technologies or RET) as well as processing units. These options will be further explored during detailed
design stage.

« Indigenous people: 89% of the population in the target districts belong to ethnic groups. There are additional elements to be clarified to complete risk screening.
FPIC and grievance redress mechanisms need to be designed in coordination with IPs, as represented by Civil Society Organizations.

o Nutrition is a major focus of AFN II. It will encourage interventions that promote nutritionally diverse and rich foods using domesticated and wild foods and seeds. The
project will support community nutrition and gender SBCC activities. The project will facilitate the development of integrated home gardens aimed at producing
diversified high-nutrition foods. The project will also promote and support the development of post-harvest management, storage, and processing technologies at the
household and community levels.

Public-private Investments in the agriculture sector:
196.Investments in agriculture have been a major driver of deforestation and soil degradation over the last two decades.

197.When engaging with private companies, due diligence is to be conducted following various sets of screening tools and standards to assess environmental and social
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policies and the associated environmental and social management system (ESMS) of private partners.

198.Exclusion Lists and stable communication channels with stakeholders and local communities (e.g. Grievance Redress Mechanisms) are also key elements of a
responsible approach toward Public Private Producer Partnerships (4P) and investments in agriculture in the context of Lao PDR and the AFN Il target areas.

199.Resource tools for responsible investments can provide guidance to ensure that 4P models do no harm and promote biodiversity and soil conservation and restoration.

200.Due diligence can be applied when encouraging partners to register with the SUN business network and subscribe to its charter. Guidance on responsible investment in
agriculture can be found from various sources such as:

o the IFAD How to Do Note on 4P

o the Guide on Responsible Agriculture and Forestry Investment in Lao PDR published by the Lao National Chamber of Commerce and Industry (LNCCI) and Village
Focus International (VFI) in collaboration with multiple stakeholders

« Contract farming in Lao PDR: responding to a rising agricultural trend. A discussion note presentingcase studies and recommendations published by the Mekong
Land Governance and the Investment promotion department of the Ministry of Industry and Commerce in Oct. 2021.

« Towards responsible agricultural investment in Lao PDR : A study of agribusiness experiences published by GiZ in October 2018. This summarises the identified
success factors for agricultural investment in Lao PDR throughout the project cycle.

Sustainable agriculture practices

201.The AFN Il project will continue to promote sustainable agricultural practices across the selected value chains: chicken (biosafety measures), vegetable production
under net houses, and orchards with potential for promoting agroforestry models.

202.The WOCAT database of Sustainable Land Management and adaptation options have been developed with|FAD support in Lao PDR. These practices will be
promoted through the extension channels in place: PAFO, DAFO, village veterinary workers, nutrition facilitators, lead farmers, ICT channels, etc.

203. Available guidelines and tools will also be mobilised to provide sustainable production options to farmers and producers organizations and include the FAO Climate
smart Agriculture source book and the IFAD Adaptation Framework Thematic Brief (Rainfed Crops + Adaptation Option database). The IFAD Climate Adaptation in
Rural Development (CARD) Assessment Tool can be used to include more information on the impacts of CC on the productivity of the different crops in Lao PDR. The
CARD tool simplifies datasets from results published in academic journals. It is an instrument that eases the quantitative integration of climate-related risks into
investments and strategies, food security studies, and rural development policies. More information is available on the IFAD site here.

204. Socio-economic benefits, nutritional outcomes, and the ecosystems services of Integrated Farming Systems, promoted in Cambodia under the SUCRA component of
the ASPIRE programme in collaboration with the Royal University of Agriculture and the CDE of the University of Bern, are being measured through a holistic analytical
framework. This long-term transversal assessment tool could be used in AFN Il to measure multidimensional benefits associated with the promotion of integrated
farming systems. Other assessment tools could also be considered: the IFAD Climate Adaptation in Rural Development (CARD) assessment tool, Tool for Agroecology
Performance Evaluation, FAO Tool for Agroecology Performance Evaluation (TAPE), etc. AFN Il could also consider using the Adaptation, Biodiversity and Carbon
Mapping Tool (ABC-Map) developed by FAO and AFD to measure and assess the impact of projects activities on biodiversity.

Climate adaptation and mitigation

205.To address climate risks identified in the screening process, additional consultations are recommended. A literature review of climate assessments is required to
ensure that identified risks are fully understood and addressed in the project design. The detailed design followed IFAD guidance and comments made by the Quality
Assurance Group review and has conducted a literature review of downscaled climate assessments to ensure that the risks identified are fully understood and
addressed.

206. Operational synergies with the GEF funded CREA will be instrumental to mainstream renewable energies technologies across the production, post-harvest, and
processing operations across the value chains, directly contributing to climate change mitigation.

Environment, Social and Climate Management Plan Matrix

207.The ESCMP matrix must be integrated into the project’s implementation manual or developed as a stand-alone guidance document for the project management unit
late in the design stage. The ESCMP was prepared after the field mission conducted from 4-14 May 2022.

7. Further studies needed

208.There are no further studies required to complete the SECAP note and its requirements at the detailed design stage

8. Monitoring and evaluation

209.Progress towards improved food security will be measured by comparing household-level baseline data of the Food Insecurity Experience Scale (FIES) against raw
score data collected at the mid-term and endline surveys. The project aims to achieve a 20% decrease of food insecurity for 16,800 households. The Minimum Dietary
Diversity score for Women (Cl 1.2.8: Women reporting minimum dietary diversity | MDDW) indicator will measure the progress of women and girls aged 15 to 49 years
in diversifying their diet, i.e., in consuming at least 5 out of 10 defined food groups. In line with GAFSP’s global target, the project aims to increase household-level
incomes by 20%. Additionally, the IFAD Resilience Scorecard and the IFAD Empowerment Index (IE.2.1: Individuals demonstrating an improvement in empowerment)
will measure project beneficiaries’ increase in resilience and empowerment, respectively.

210.All end-of-project targets were calculated based on the experience of the MAF, IFAD and WFP in implementing similar projects in Lao PDR. In line with GAFSP M&E
requirements, progress on project-level indicators will be measured through an independent baseline survey, mid-term review, final evaluation, and an impact
evaluation.

211.The project's M&E system will capture the outreach (C.I.1: Persons receiving services promoted or supported by the project) of project activities and disaggregate all
data by gender, age, ethnic group (indigenous people), and geographic area. All project beneficiaries will be registered through SCOPE, the WFP’s beneficiary, and the
management platform. When required, the M&E system will disaggregate data by climate resilience and climate-smart agriculture. In accordance with the project’s
bottom-up approach, it will promote the use of data collection to ensure results-based adaptive management at various levels as well as the active involvement of
beneficiaries. The review of gender empowerment, food security and nutrition-related data will be discussed within communities for feedback. Analysis of such data will
also provide crucial information for nutrition committees and project units to adjust activities.

212.The proposed project’'s M&E system will be established and managed by the NPCO under the MAF’s Department of Planning and Finance (DoPF). Two M&E Advisors
supported by IFAD and WFP, based at the NPCO, will guide M&E Assistants at the province and district levels on effective monitoring of programme outputs,
outcomes, and impacts. The project will provide extensive capacity strengthening support to government staff at all levels in participatory M&E and management
information system (MIS) implementation.

213.Knowledge management functions will continue the documentation and stock taking processes of AFN | such as: (i) a compendium of case studies[33]; (ii) a KM
product titled “Women as change makers for nutrition in the Hills of Lao PDR”; and (iii) a Story Map[34] developed jointly by AFN and the GAFSP GIS expert.

Feedback loops, end-user involvement and sustainability
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214.Access to Information is key to enhance economic empowerment and adaptation capacities. The projects and programmes can continue the dissemination of
information through apps and the extension network of the MAF, including last mile extension workers (lead farmers). Project beneficiaries can also be linked with
Climate information services and early warning systems. Feedback loop mechanisms also ensure that farmer and producer organizations are involved in adjusting the
implementation modalities of the project over its lifetime. They will also participate in the elaboration of the exit strategy and actively take part in the sustainability of
investments.
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ESCMP Matrix

Environment, Social, and Climate Management Plan (ESCMP) Matrix

. . Recommended Public Responsible Means of Verification
Elri\r\::;::lnr:‘en;z:,sSoclal, and Mitigation/Enhancement Consultation Institution in Cﬁ;}:‘:;?gnd Cost Estimate
P measures Activities Implementation Phase|(Monitoring and reporting)
1) Environmental
Potential threat to forest and biodiversity resources including
The project will only support
APG grants proposal where it is NPCO with DAFO,
_clearlty statted {Iﬂat t[]e dint Community PAFO
investments will not expand INo | 4seq plannin - No additional
forefst arealsr.1 The gctivljties will (APG gprants 9 |enricC specialist Baseline, Midline, and endline (g,cqjine. cost required
) conform with existing Land Use proposals) . impact studies Midline, and
Encroachment or expansion [plans (LUP) and by-laws, Agriculture and endline ENR/CC
of agriculture in forest area  |delimiting the production areas. |gee VDP risk 2%22%%”'093 Village authorities ’ specialist
screening in - Yearl costs included
Activity 1a.4 (wild foods) will rant ma%ual in ENR/CC specialist reports 4 in Costab
promote forest conservation. I%IM Agriculture .
development advisors
Activity 8 will only upgrade at district level
existing irrigation schemes.
AFN Il PMU with
Timber for construction will only DAFO, PAFO
be sourced in delimited forest -
areas where this is permitted by ] ENR/CC specialist
LUP and by laws. zﬂ’t'r%r;{:!asge Agriculture and :B:s:(l;ltr]:fu'\giﬁlslne’ and endline Basaine
Excessive harvesting of Village authorities are in charge |APGs, zd;/l:s‘;;lrl)étsemces Midline e{nd
forest products, especially  |of allowing timber harvesting. Community peciall ENR/CC specialist reports endline.
timber for construction based :
Activity 1a.4 (wild foods) will articipato Agriculture . NAFRI / CDE reports and KM |Yearl
p: patory development advisors Y
promote forest conservation and |planning (CBPP) at district level products
sustainable harvesting of wild
food an_d aquatic species and NAFRI and CDE for
domestication. Activity 4, component
1a
Only existing canals with a No additional
command area of less than FPIC cost required
100ha and existing access ) AFN Il PMU with
tracks with length of less than 10|Consultations  |nAFg pAFQ Baseline, Midline, and endline ENR/CC
km will be eligible for AFN II Wlttf;v'!l’flge s impact studies Baseline, spec@lls} o
) . support. O&M committees are in [authorities an Engineers Midline, and ?°5t5 include
Deﬁ(rladatno.? of Existing charge of avoiding degradation |O&M Engineer reports endline. in Costab
walking trails. (by livestock) and regular committees ENR/CC specialist .
maintenance. Social inclusion specialist Yearly Social
VDP proposal  |Social Inclusion report inclusion
Consultations to identify risk screening  |Specialist specialist
alternative pedestrian travel (see manual in costs included
routes. annex of PIM) in Costab
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Environment, Social, and Climate Management Plan (ESCMP) Matrix

. . Recommended Public Responsible Means of Verification
Elri‘:;?:lr;en;z:’ssomal’ and Mitigation/Enhancement Consultation Institution in C;?_%?:arzfgnOf Cost Estimate
P measures Activities Implementation Phase|(Monitoring and reporting)
(i) Promote Integrated Pest
Management; (ii) Promote
organic fertiliser use (e.g. natural
compost, manure); (i) Mulching, )
right balance of organic and gi’l\:‘c')' hlf’PA(lz(C)) with
inorganic fertilizer; (iv) Training Vi ’ . L .
: illage Baseline, Midline and endline "
and 'aFIwce on proper use of authorities, ENR/CC specialist impact studies } No additional

Increased water pollution pesticide a‘md feft|||sers and APGs, Ba}sghne, cost required

from agriculture runoff due to ;egr;]ular ZO'I testing; (v)tl?']pkroved Community Agriculture and APG grant proposals Midiine and ENRICC

the use of fertilisers and ISh pond management 1o Keep 1, ) qq g advisory services screening endline. L

esticides water healthy. Restricting use of articinato specialist specialist

P antibiotics and medicines and ﬁlanniﬁg ((rlyBPP) Agriculture and advisory Yearly costs included
using proper aeration to keep  |¢.Ap grants _|Agriculture services specialist reports in Costab
water healthy; (iv) Introduce a development advisors
waste water management at district level
system; (v) Enhance pesticide
testing and enforcement
especially at wholesale markets
and strategic locations.

Road embankment slopes and

slopes of all cuts will be planted

with vegetation as soon as

construction activity in that

immediate area has been I - ’ .

. . i Baseline, Midline, and endline No additional
cqmp!elted. On sections yvlth Village AFN Il NPCO with impact studies Baseline, cost required
hllgh filling an(_j deep cutting, the authorities DAFO, PAFO Midline, and

Soil Erosion side slopeg will be graded and o Engineer reports endline. ENR/CC
covered with brush and grass, |o&Mm ENR/CC specialist specialist
etc. committees Engineers Social inclusion specialist Yearly costs included

. . . i g report in Costab
Bio engineering shall be applied
with supporting farmers.
Risk screening in VDP proposal
(CBBP).
(i) Tillage operation and grazing
will be controlled in land with
moderate to steep slopes (5°-
30°). Conservation terraces will
be promoted in such lands; (ii)
Cultivation will be discouraged in )
land with a slope of more than ] AFN IINPCO with
30°; (iii) Integrated Pest Village DAFO, PAFO Baseline, Midline, and endline No additional

i authorities impact studies . :
Managtef(;‘te”td?PPmaCh will bef Agriculture and Baseline, cost required
promoted to discourage use o ) ! Midline. and
; ™ APG grant )

Land and soil degradation ~ |chemical fertilisers and propogsals :d:;:?étsemces ,SACPrS:n?r:ants proposals ondiine. ENR/CC
pesticides to conserve soil (CBPP) and risk p 9 specialist
veg_et_atlve cover: (iv) Crop screening in Agriculture Agriculture and advisory Yearly 9°5ts included
vanetle_s which dema_r_lds APG proposals |development advisors |services specialist reports in Costab
excessive use of fertiliser and prop at district level
water will be discouraged; (v) st V!

Landslide prone areas will not be

selected for any kind of value

chain. If value chain activities are

planned in proximity to such

areas, adequate land cover

practices will be encouraged.

Introduction of only gi"\ig '\;PA?:(S with Baseline. Midi 4 endii

& i aties i , aseline, Midline, and endline
Threat from the introduction Zi:gl"gg/r;/:;ﬂe.gj\f;ﬁ:‘lej’ n Village impact studies No additional
of exotic varieties and o wit ‘on authorities Agriculture and . e
. . legislation and international . . Baseline, cost required

breeds (e.g. introduction of conventions (e.g. International advisory services APGs grants proposals Midline, and

pathogen or pest, decline of \e.g. : APG grant specialist screening L

i ! i Plant Protection Convention - endline. ENR/CC
native species, alteration of IPPC hich . ¢ proposals specialist

key ecosystem processes PC) or whichever is mos (CBPP) and risk |Agriculture Agriculture and advisory Yearl costs included

like hydrology, nitrogen stringent. screening in development advisors |services specialist reports v in Costab

fixation etc.)

Promotion protection, and
domestication of wild species.

APG proposals

at district level

NAFRI/CDE

NAFRI/CDE
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Environment, Social, and Climate Management Plan (ESCMP) Matrix

. . Recommended Public Responsible Means of Verification
El?r‘:";?::;en;z:’ssoc'al’ and Mitigation/Enhancement Consultation Institution in C;?_%?:arzfgnOf Cost Estimate
P measures Activities Implementation Phase|(Monitoring and reporting)
CBPP APG grant proposal risk
screening.
Training of farmers in the proper .
L ) ) AFN Il NPCO with
Improved productivity of - )
Cropps oAt rﬁay zsgg]':ggl Sa_”d use of agri Village DAFO, PAFO Baseline, Midiine, and endiine No additional
cause misuse of chemical authorities Agriculture and impact studies Baseline, cost required
fertilisers and pesticides, Promotion of alternative non- ) . Midline, and
negatively affecting soil and |chemical practices for soil ngogszgt :dgggﬁ}gtserwces ,SACPrSesn?r:ants proposals endline. ENR/CC
water quality. May also fertility rehabilitation (mulch, (CBPP) and risk p [¢] specialist
cause health and pollution |compost, crop rotations, green screening in Agriculture Agriculture and advisory Yearly costs included
problems and possible and animal manure, efc.). APG proposals |development advisors |services specialist reports in Costab
biodiversity degradation. o . at district level
Application of conservation
agricultural systems and
introduction of environmentally
friendly agricultural practices.
Social
(i) Ensure women’s participation
from the planning phase; (ii)
Promote awareness of No additional
smallholders and entrepreneurs AFN Il NPCO with Baseline, Midline and endline cost required
Potential increase on on work division; (iii) Ensure that DAFO, PAFO impact studies Baseline,
women’s workloads women are not over-represented | £ . Fpic Midline and | gocial
(especially from road in the maintenance work for the SIAP uideliynes Social inclusion Social inclusion specialist endline. inclusion
maﬁltenar{ce activities) newly rehabilitated roads; (iv) 9 specialist report specialist
Ensure women’s participation in ) . Yearly costs included
capacity building events; (v) Engineers Engineer reports in Costab
Develop and implement GESI
guidelines (SIAP already
provided in SECAP annex).
See Social Inclusion Action Plan (SIAP) in Appendix 2 of
SECAP
Climate Change
Potential Interventions guided by
Community Based participatory
Planning with climate risk
assessment at planning stage.
(i) Project will screen Baseline. Midi dendii
interventions areas/ Village ) Baseline, Midline, and endline No additional
location/sites and use criteria | guthorities gi’l\:‘ I ';135’_\('::0 with impact studies Baseline, cost required
which will exclude activities in 0. PAFO vDP | risk . |Midiine, and
Flood and landslide flood and landslide prone areas. [0&M ENR/CC specialist proposalrisks screening | yine ENR/CC
It will allow investment only in committees P ENR/CC specialist reports specialist
land where there is traditional Engineers P P Yearly costs included
farming; (ii) Banks of fish ponds |LaCSA Engineer reports in Costab
raised to prevent flood. Farmers
will be encouraged to use
fishnets and storage tanks; (iii)
Development of sound site
selection criteria and regular field
inspection visits by Engineer.
Potential Interventions guided by
Community Based participatory )
Planning with climate risk AFN IENPCO with . - .
assessment at planning stage. Village DAFO, PAFO Easellne, M'ldlme, and endline
authorities Agriculture and mpact studies No additional
(i) Improve management ) h Baseline, cost required
practices: small irrigation, water |O&M adwgo:’yfemces APGs grants proposals Midline, and
Drought, water shortage efficient technologies, infield committees specialls screening endline. ENR/CC
water harvesting, water . . . specialist
catchment pondg' (ii) Selection of | APGs Agriculture Agriculture and advisory Yearly Sosts nluded
drought tolerant’s ecios will be development advisors |services specialist reports in Costab
9 p LACSA at district level

encouraged; (iii) Mandatory
provision of crop, livestock, and
other value chain-based
enterprise insurance.

ENR/CC specialist

ENR specialist reports
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Environment, Social, and Climate Management Plan (ESCMP) Matrix
. . Recommended Public Responsible Means of Verification
Elri‘r:z:?: In[:lenatz:,sSomal, and Mitigation/Enhancement Consultation Institution in \F,;er:"f:l: ar:;.:g n°f Cost Estimate
P measures Activities Implementation Phase|(Monitoring and reporting)
AFN I NPCO with
Village DAFO, PAFO Baseline, Midline, and endline
(i) Promotion of IPM; (ii) authorities ) impact studies No additional
Capacity building and Agrllculture aqd Baseline, cost required
Change in (livestock and awareness events to maximise |[O&M adws'orly services APGs grants proposals Midline, and
crop) disease timing and use of bio chemicals and committees specialist screening endline. ENR/CC
outbreaks fertilisers; (iii) Promotion of crop, . . . specialist
N X Agriculture Agriculture and advisory .
Itl)vestgck,tandlothe.r value chain- |APGs development advisors |services specialist reports Yearly icno%tz;?:tl’uded
ased enterprises insurance. LACSA at district level
ENR specialist reports
ENR/CC specialist

Footnotes

[1] In December 2021, LAO PDR submitted a proposal for funding by the Adaptation for Smallholder Agriculture Programme (ASAP+) Trust Fund
[2] the Center for Development and Environment of the University of Bern: https://www.cde.unibe.ch/

[3] FAO: UN Food and Agriculture Organisation, UNDP: United Nations Development Program; UNICEF: United Nations Children's Fund; ILO: International Labour
Organization

[4] Lower middle-income economies are those with a GNI per capita between USD 1,026 and USD 3,995.
[5] GDP growth rate averaged 7% between 1998 and 2018.

[6] The COVID-19 pandemic impacted the Lao economy and GDP growth slowed down to 5.5% 2019 and 0.5% in 2020 (World Bank data). The World Bank estimates that
GDP growth will rebound to 3.6 % in 2021. Agriculture and industry are expected to drive growth, supported by solid external demand (World Bank economic update, Aug
2021)

[7] Population and Housing Census (2015), Lao Social Indicator Survey (LSIS, 2017), the Labor Force Survey 2018 and the Adolescents and Youth Situation Analysis
(2014).

[8] Lao Statistics Bureau, 2015: https://lao.unfpa.org/sites/default/files/pub-pdf/PHC-ENG-FNAL-WEB_0.pdf
[9]https://lac.unfpa.org/sites/default/files/pub-pdf/lao_youth_and_adolescent_development_strategy_2021-2030_eng_26nov21-final.pdf
[10] LSB; MoLSW; ILO, Report on the National Child Labour Survey of Lao PDR (January 2013)

[11] As per article 1 of the Convention on the Rights of Persons with Disabilities, People with disabilities definition is: “Persons with disabilities include those who have long-
term physical, mental, intellectual or sensory impairments which in interaction with various barriers may hinder their full and effective participation in society on an equal
basis with others”

[12] The GoL decree defines People with disabilities as :“Persons with disabilities, irrespective of the cause of disability, are persons who have physical, mental or
intellectual anomaly or defects including visual, hearing and speaking impairments for a long term, which hinder their daily activities and full and effective participation in
society on equality basis with others” (link)

[13] From 1964 to 1973, the United States dropped more than two million tons of ordnance on Lao PDR during the Vietnam War. Over 270 million cluster bombs were
released and up to 30% did not explode. Over 20,000 people have been killed or injured by unexploded ordnance since 1973 (Legacies of War). In addition to resources for
clearance activities (over $118M), the United States government (through USAID) has provided over $14M to strengthen disability and rehabilitation services (focusing on
prosthetics/orthotics) in Lao PDR (Source: World Education)

[14] https://nipn.Isb.gov.la/wp-content/uploads/2021/12/UNICEF-LAO-StuntingPolicy-BRIEF-WEB.pdf

[15] de Onis, M. et al. 2018. Prevalence thresholds for wasting, overweight and stunting in children under 5 years. Public Health and Nutrition, 22(1)_ 175-179

[16] de Benoist, B. and others. 2008. Worldwide prevalence of anaemia 1993—-2005. WHO Global Database on Anaemia

[17] WHO. 2017. Global Health Observatory data repository

[18] Ministry of Agriculture and Forestry, 2013, Lao PDR

[19] Nutrition Sentinel Surveillance Round 1, 2018, Lao PDR

[20] WFP, Fill the Nutrient Gap Lao PDR, 2017

[21] https://climateknowledgeportal.worldbank.org/country/lao-pdr

[22] GoL defines “forest” as an area with minimum 20% canopy density, 10 cm stand diameter at breast height (DBH) and 0.5 hectares of area,

[23] Among the larger vertebrates, the tiger (Panthera tigris), Asian elephant (Elephas maximus), douc langur (Pygathrix nemaeus), gibbon (Hylobates gabriellae), wild dog

(Cuon alpinus), sun bear (Ursus malayanus), clouded leopard (Pardofelis nebulosa), gaur (Bos gaurus), banteng (Bos javanicus), and Eld's deer (Cervus eldii) are better
known.

[24] FAO Aquastat estimates that around 3960 million e of water is drawn for irrigation and livestock, representing 93% of all water withdrawal
[25] http://lwww.wepa-db.net/policies/state/laos/overview.htm

[26] M. C. Peel et al.: Updated world Koppen-Geiger climate classification map, 2007
27]https://climateknowledgeportal.worldbank.org/country/lao-pdr/climate-data-projections.

31/32 Draft Copy


https://www.worldbank.org/en/news/feature/2021/08/20/lao-pdr-economic-update-august-2021-a-path-to-recovery
https://dredf.org/legal-advocacy/international-disability-rights/international-laws/laos-decree-on-the-rights-of-persons-with-disabilities/
http://legaciesofwar.org/about-laos/secret-war-laos/
https://climateknowledgeportal.worldbank.org/country/lao-pdr/climate-data-projections

[28] Lao PDR joined the Scaling Up Nutrition Movement in 2011. The Lao “scaling up nutrition business network” initiative was pre-launched in 2016 and itsstrategy for
2018 — 2022 was jointly endorsed in 2019 by the National Nutrition Committee Secretariat and WFP, aiming at “engaging the private sector in improving nutrition in Lao
PDR”. The SUN Business Network now counts 35 members, including 16 food production / processing companies.

[29] The climate risk score is 4.3 as returned by the SECAP off-line screening tool.

[30] ThinkHazard report : “there is a 1% chance drought will occur in the coming 10 years”

[31] Future projections on climate variability are available on the World Bank Climate Change Knowledge Portal (CCKP

[32] HDI 2019 = 0.613 (https://hdr.undp.org/en/countries/profiles/LAO)

[33] The case studies KM product is titled “AFN Stories from Lao PDR | 2021”. It has been identified as best KM practice with potential for wide dissemination through
global events (annual forum).

[34] The story Map is an on-line interactive interface combining GIS data with pictures, video and text information mapped down at village level.
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https://2fe0ur3bixo1clgx344dzbo3-wpengine.netdna-ssl.com/wp-content/uploads/2019/09/Lao-PDR_SBN-Strategy_Final_Aug2019_Final.pdf

Environmental and Social Safeguards Classification: High

Environmental and Social Safeguards
Biodiversity conservation Yes/No | Likelihood | Consequence | Risk
Rating
1.1 Could the project potentially involve or lead to conversion or degradation of | Yes Highly Minor Low
biodiversity, habitats (including modified habitat, natural habitat and critical unlikely
natural habitat) and/or ecosystems and ecosystem services? Minor impact
on habitats.
Impacts are
temporary and
confined to a
small area of
low ecological
sensitivity or
value.
1.2 Could the project involve or potentially lead to activities involving habitats No Low
that are legally protected, officially proposed for protection, or recognized as
protected by traditional local communities and/or authoritative sources (e.g.
National Park, Nature Conservancy, Indigenous Community Conserved Area,
ICCA, etc.)?
1.3 Could the project potentially involve or lead to an increase in the chance of Yes Highly Negligible Low
human-wildlife encounters/conflict? unlikely
No chance of
human-wildlife
conflict
1.4 Could the project potentially involve or lead to risks to endangered species No Low
(e.g. reduction, encroachment on habitat)?
1.5 Could the project potentially involve or lead to impacts/risks to migratory Yes Highly Negligible Low
wildlife? unlikely
No impact on
migratory
wildlife
1.6 Could the project potentially involve or lead to introduction or utilization of No Low
any invasive alien species of flora and fauna, whether accidental or intentional?
1.7 Could the project involve or lead to the handling or utilization of genetically No Low
modified organisms?
1.8 Could the project involve or lead to procurement through primary suppliers of | Yes Possible Minor Moderate
natural resource materials?
Poject may
possibly
require
procurement
of natural
resources
through
primary
suppliers, and
resource
extraction is
tightly
regulated.
Alternatives to
procurement
of natural
resources
through
primary
suppliers
exists.
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Environmental and Social Safeguards
Resource Efficiency and Pollution Prevention Yes/No | Likelihood | Consequence | Risk
Rating
2.1 Could the project involve or lead to the release of pollutants to the No Low
environment due to routine or non-routine circumstances with the potential for
adverse local, regional, and/or transboundary impacts?
2.2 Could the project involve or lead to primary not environmentally sustainable | No Low
production of living natural resources? (Note: this includes the cultivation or
rearing of plants or animals, including annual and perennial crop farming, animal
husbandry (including livestock), aquaculture, plantation forestry, etc )
2.3 Could the project involve or lead to engagement in areas of forestry, No Low
including the harvesting of natural forests, plantation development, and/or
reforestation?
2.4 Could the project involve or lead to significant consumption of raw materials, | No Low
energy, and/or water?
2.5 Could the project involve or lead to significant extraction, diversion or No Low
containment of surface or ground water (e.g. construction of dams, reservoirs,
river basin developments, groundwater extraction)?
2.6 Could the project involve inputs of fertilizers and other modifying agents? Yes Likely Minor Moderate
The project
only requires
minimal
amounts of
fertilizer
2.7 Could the project involve or lead to procurement, supply and/or result in the | No Low
use of pesticides on crops, livestock, aquaculture or forestry?
2.8 Could the project be located in an area which is being, or has been, polluted | No Low
by an external source (e.g. a mine, smelter, industry)?
2.9 Could the project involve livestock — extensive and intensive systems and No Low
animal products (dairy, skins, meat, etc.)?
Cultural Heritage Yes/No | Likelihood | Consequence | Risk
Rating
3.1 Could the project be located in areas that are considered to have No Low
archaeological (prehistoric), paleontological, historical, cultural, artistic, and
religious values or contains features considered as critical cultural heritage?
3.2 Could the project directly or indirectly affect indigenous peoples’ rights, lands, | No Low
natural resources, territories, livelihoods, knowledge, social fabric, traditions,
governance systems, and culture or heritage (tangible and intangible)?
3.3 Could the project involve or lead to significant excavations, demolitions, No Low
movement of earth, flooding or other environmental changes?
3.4 Could the project involve or lead to adverse impacts to sites, structures, or No Low
objects with historical, cultural, artistic, traditional or religious values or intangible
forms of culture (e.g. knowledge, innovations, practices)? (Note: projects
intended to protect and conserve Cultural Heritage may also have inadvertent
adverse impacts)
3.5 Could the project involve or lead to alterations to landscapes and natural No Low
features with cultural significance?
3.6 Could the project involve or lead to utilization of tangible and/or intangible No Low
forms (e.g. practices, traditional knowledge) of Cultural Heritage for commercial
or other purposes?
indigenous peoples Yes/No | Likelihood | Consequence | Risk
Rating
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Environmental and Social Safeguards
4.1 Could the project be sited in areas where indigenous peoples are present Yes Almost Severe High
(including the project area of influence)? certain
The project is
sited entirely
within an area
where
indigenous
people are
present.
Project cannot
proceed if
FPIC is not
obtained.
4.2 Could the project result in activities located on lands and territories claimed No Low
by indigenous peoples?
4.3 Could the project result in impacts on the rights of indigenous peoples or to No Low
the lands, territories and resources claimed by them?
4.4 Could the project result in the utilization and/or commercial development of No Low
natural resources on lands and territories claimed by indigenous peoples?
4.5 Could the project lead to impacts on the Cultural Heritage of indigenous No Low
peoples, including through the commercialization or use of their traditional
knowledge and practices?
Labour and Working Conditions Yes/No | Likelihood | Consequence | Risk
Rating
5.1 Could the project operate in sectors or value chains that are characterized by | No Low
working conditions that do not meet national labour laws or international
commitments? (Note: this may include discriminatory practices, high gender
inequality and the lack of equal opportunities, denial of freedom of association
and collective bargaining, labour migrants)
5.2 Could the project use or operate in a value chain where there have been No Low
reports of forced labour? (Note: Risks of forced labour may be increased for
projects located in remote places or where the status of migrant workers is
uncertain)
5.3 Could the project involve children (a) below the nationally-defined minimum | Yes Possible Minor Moderate
employment age (usually 15 years old) or (b) above the nationally-defined
minimum employment age but below the age of 18 in supported activities or in The project
value chains? does not
operate in
sectors or
value chains
where the
employment of
children has
ever been
reported.
5.4 Could the project: (a) operate in a sector, area or value chain where No Low
producers and other agricultural workers are typically exposed to significant
occupational and safety risks, and/or (b) promote or use technologies or
practices that pose occupational safety and health (OSH) risks for farmers, other
rural workers or rural populations in general? (Note: OSH risks in agriculture
might include: dangerous machinery and tools; hazardous chemicals; toxic or
allergenic agents; carcinogenic substances or agents; parasitic diseases;
transmissible animal diseases; confined spaces; ergonomic hazards; extreme
temperatures; and contact with dangerous and poisonous animals, reptiles and
insects. Psychosocial hazards might include violence and harassment.)
Community Health, Safety and Security Yes/No | Likelihood | Consequence | Risk
Rating
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Environmental and Social Safeguards
6.1 Could the project be at risk from water-borne or other vector-borne diseases | No Low
(e.g. temporary breeding habitats), and/or communicable and non-
communicable diseases?
6.2 Could the project lead to unintended negative impacts on nutrition? No Low
6.3 Is there a possibility of harm or losses due to failure of structural elements of | No Low
the project (e.g. collapse of buildings or infrastructure)?
6.4 Could the project involve or lead to the construction or rehabilitation of dams? | No Low
6.5 Could the project involve or lead to transport, storage, and use and/or No Low
disposal of hazardous or dangerous materials (e.g. explosives, fuel and other
chemicals during construction and operation)?
6.6 Could the project lead to adverse impacts on ecosystems and ecosystem No Low
services relevant to communities’ health (e.g. food, surface water purification,
natural buffers from flooding)?
6.7 Could the project lead to the potential for gender-based violence, including No Low
sexual harassment, exploitation and abuse, as a result of labour influx, land
redistribution, or other actions that alter community dynamics?
6.8 Could the project lead to increases in traffic or alteration in traffic flow? No Low
6.9 Could the project lead to an influx of project workers? No Low
6.10 Could the project involve or lead to the engagement of security personnel to | No Low
protect facilities and property or to support project activities?
Physical and economic resettlement Yes/No | Likelihood | Consequence | Risk
Rating
7.1 Could the project result in temporary or permanent and full or partial physical | No Low
displacement (including people without legally recognizable claims to land)?
7.2 Could the project result in economic displacement (e.g. loss of assets or No Low
access to resources due to land acquisition or access restrictions — even in the
absence of physical relocation)?
7.3 Could the project present a risk of forced evictions? No Low
7.4 Could the project result in impacts on or changes to land tenure No Low
arrangements and/or community-based property rights/customary rights to land,
territories and/or resources?
Financial intermediaries and direct investments Yes/No | Likelihood | Consequence | Risk
Rating
8.1 Could the investment be granted to an institution that does not have an No Low
environmental and social policies and an associated environmental and social
management system (ESMS) in place (transparent, publicly available)?
8.2 Could the investment be granted to an institution with insufficient capacities | No Low
(i.e. unqualified personnel e.g. ES Officer) to implement the ESMS?
8.3 Could the investment be granted to an institution that does not have an No Low
Exclusion List?
8.4 According to the institution's portfolio classification: Could the institution have | No Low
potential high-risk projects in their portfolio?
8.5 Is there evidence that the institution does not comply with the local legal No Low
framework?
8.6 Does the institution provide a stable communication channel with No Low
stakeholders and local communities (e.g. a Grievance Redress Mechanism)?
8.7 Does the organization provide auxiliary or capacity building support services. | No Low
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Climate Risk Classification: Moderate

Step 1: Hazard identification

What are the expected hazards in the project intervention area? No, Yes, TBD
River flood Yes
Costal Flood No
Urban Flood No
Landslide Yes
Cyclone Yes
Water Scarcity (agricultural droughts and/or dry spells) No
Extreme Heat Yes
Wildfires Yes
Future climate scenarios foreseen (period 2040-2059) - Change in frequency and intensity No, Yes, TBD
Change in temperature (increase or decrease) Yes
Change in rainfall (increase or decrease) Yes
Climate variability (larger or smaller) Yes
Intensity and frequency of extreme events (larger or smaller) Yes
Is the project expected to have an impact on climate? No, Yes, TBD
Is the project expected to be a significant emitter of greenhouse gases? No
Step 2: Exposure Assessment
Is the project located in exposed areas to weather-related natural hazards? No, Yes, TBD
Low-lying areas (valleys, coastal zones, and small islands) No
Very warm areas (subtropical) No
Tropical areas (rainforests) Yes
Arid and semi-arid areas (deserts) No
Mountains zones and permafrost areas (tundra) No
River banks Yes
Does the project target agricultural systems, ecosystems or livelihoods exposed to weather-related No, Yes, TBD
hazards?
Is crop production frequently affected by rainfall variability, prolonged droughts, changes in temperature or pests Yes
and diseases?
Is livestock productivity frequently affected by rainfall variability, prolonged droughts, changes in temperature or Yes
diseases?
Are fisheries frequently affected by ocean acidification, water salinity and changes in sea surface temperature due | No
to ocean-atmospheric oscillations or climate change?
Is forest productivity frequently affected by wildfires, diseases, rainfall variability, prolonged droughts, or changes in | No
temperature?
Is the biodiversity in the project area likely to be affected by changes in climate variables? Yes
Is any stage of the agricultural value chain (production, storage, processing and marketing) exposed to climate Yes
related hazards?
Is any rural infrastructure likely to be affected by flooding, landslides, changes in temperatures, and extreme winds. | Yes
Step 3: Sensitivity Assessment
What are key sensitivities for the populations in the project’s areas of intervention? No, Yes, TBD
Is conflict exacerbating the population's sensitivity to weather related hazards? No
Is population displacement being exacerbated by climate change impacts? No
1/2 Draft Copy




Are diseases (e.g. COVID-19, malaria, cholera) increasing the population’s vulnerability and affecting their capacity | No
to address potential weather-related hazards?

Is the income of the target population predominately coming from agriculture? No
Are social inequalities (e.g. based on gender, youth, indigenous persons and other marginalized groups) being Yes
exacerbated by climate change?

Is the Human Development Index (HDI) equal to or below 0.6? Yes
Is the Multidimensional Poverty Index (MPI) equal to or above 0.1? Yes
Step 4: Adaptive capacity and climate resilience

What are key adaptive capacities in the areas of project intervention? No, Yes, TBD
Is the country well ranked in the Disaster risk reduction progress score? No
Are climate and weather information services (real-time weather data, seasonal forecasts etc.) effectively being No
delivered (through radio, TV, SMS, extension services etc.) to farmers, rural dwellers, and end users?

Does the project country have an early action plan (preparedness and emergency response) to mitigate the Yes
impacts of weather-related hazards once the shock occurs?

Does the government or other institutions support the target population/communities with the necessary social and | Yes
economic resources to prepare for or respond to climate-related events?

Is the target community carrying out (using their own means) agricultural adaptation? Yes
Does the target population have the economic means or support to adjust or adapt their activities in response to No
weather related shocks?

Do policies/mechanisms exist that make financial credit, loans, and agricultural insurance available? No
Are rural infrastructures effectively delivering services to farmers and rural dwellers? No
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PDR Annex 6: First Annual Work Plan and Budget (AWPB)

Lao People's Democratic Republic
Agriculture For Nutrition - Phase 2 (AFN Il) DRAFT Project Annual Work Plan and Budget Year 1
Table 1. C 1a: Improve the nutri status of women, children, girls and vulnerable groups

Detailed Costs Quantities Unit Cost Base Cost (US$)
Unit QL Q2 Q3 Q4 2023 (US$) QL Q2 Q3 Q4 2023 Component Account Fin. Rule
I Investment Costs
A.Improve the nutritional status of women, children, girls and vulnerable groups
1. International Technical Assistance
a. Chief Technical Adviser - CTA pers-month 2 2 2 3 21,000 0 42,000 42,000 42000 126000  COML CONSULTANCIES_IV GAFF_WFP (100% )
2. Farmer Nutrition School and Women Empowerment
a. Raising villager awareness of participatory planning villages - 50 50 100 100 0 [ 5,000 10,000  COML TRAINING_V GAFF_WFP (100% )
b Training/refresher course costs for vilage facilitator vilage - 25 25 50 400 0 0 comi TRAINING_V GAFF_WFP (100% )
c. Training for District teams (DAFO, DHO, LWU) districts - 8 7 15 1,000 0 0 com: TRAINING_V GAFF_WFP (100% )
d. Provision of small materials for vilage village - 25 25 50 250 0 0 COM1  GOODS_SERVICE_INPUTS Il  GAFF_WFP (100%)
e. Construction/rehabilitation of Village Nutrition Center vilage - - 50 50 500 0 0 com: K1 GAFF_WFP (100% )
Subtotal
3. Integrated Home Garden Establishment
a. Home garden grants grants - - - - 120 0 0 0 0 0 comi GRANTS_SUBSIDIES_IIl GAFSP (100% )
b, Training/refresher course for Community Mobilizers pers-year - - a2 a2 250 0 0 0 10,500 10500  COML TRAINING_V GAFF_WFP (100% )
c. Motorcycle for Community Mobilizers number - 21 - 21 2,500 0 0 52,500 0 52500 COML ~ GOODS_SERVICE_INPUTS Il  GAFF_WFP (100%)
d. Agriculture training/refresher course for VF + LF number - - 100 100 250 0 0 [ 25,000 25000  COML TRAINING_V GAFF_WFP (100% )
Subtotal 0 0 52,500 35,500 88,000
4. Domestic Food Processing
a. Village Food Processing Grants village - - 50 50 500 0 0 0 25,000 25000  COMIL GRANTS_SUBSIDIES_IIl GAFF_WFP (100% )
b. Food processing trainings on village level village - 50 - 50 350 0 0 17,500 0 17500  COM1 TRAINING_V GAFF_WFP (100% )
c. Post Harvest training on village level village - - - - 350 0 0 0 0 0 comi TRAINING_V GAFF_WFP (100% )
d. Support for construction/rehabilitation of village rice banks village - - - - 500 0 0 0 0 0 comi WORK_I GAFF_WFP (100% )
e. Training for village rice banks village - - - - 250 0 0 0 0 0 comi TRAINING_V GAFF_WFP (100% )
. Business lteracy trainning District - - 15 15 1,000 [ [ [ 15,000 15,000  COML TRAINING_V GAFF_WFP (100% )
Subtotal 0 0 17,500 40,000 57,500
5. Local food sources, wild foods management
a. Promotion / conservation of aquatic species village - 12 12 24 2,000 0 0 24,000 24,000 48,000  COMIL GRANTS_SUBSIDIES_IIl GAFSP (100% )
b. Capacity building and monitoring by NAFRI Ips - 1 - 1 50,000 0 0 50,000 0 50,000  COM: TRAINING_V GAFSP (100% )
c. Promotion / conservation of edible wild species vilage - 12 12 24 2,500 0 0 30,000 30,000 60,000  COML GRANTS_SUBSIDIES_IIl GAFSP (100% )
d. Capacity building and technical support by CDE Ips - - 1 1 77,000 0 0 0 77,000 77,000 COML TRAINING_V GAFSP (100% )
e.IT consultant for PKL database Person Month - 1 0 1 10,500 0 0 10,500 0 10500  COM: CONSULTANCIES_IV GAFSP (100% )
. Equipment and lab analysis Ls - - 1 1 10,000 0 0 0 10,000 10000 COML  GOODS_SERVICE_INPUTS_II GAFSP (100% )
9. KM Publication and Translation Ls - 1 0 1 5,000 0 0 5,000 0 5000 COMI  GOODS_SERVICE_INPUTS_II GAFSP (100% )
Subtotal 0 0 119500 141000 260,500
6. Community nutrition and gender SBCC activities -
a. Development of Gender Action Learning System (GALS) training package Ips 1 - - 1 75,000 0 75,000 0 0 75000  COML TRAINING_V GAFF_WFP (100% )
b. GALS training for LWU trainers course - 3 3 6 2,500 0 0 7,500 7,500 15000  COML TRAINING_V GAFF_WFP (100% )
c. Implement GALS activities on village level village - - - - 1,500 0 0 0 0 0 comi TRAINING_V GAFF_WFP (100% )
d. Production of village facilitation tools1 village - - - - 200 0 0 0 0 comL TRAINING_V GAFF_WFP (100% )
e. Development of specific training modules for adolescent gils Ips - 1 - 1 25,000 0 0 25,000 0 25000  COML TRAINING_V GAFF_WFP (100% )
. Home grown school feeding program schools - - - - 3,750 0 0 0 0 0 comi TRAINING_V GAFF_WFP (100% )
9. Nutition training for APG members village - - - - 350 0 0 0 0 0 comi TRAINING_V GAFF_WFP (100% )
h. Village Veterinary Worker (VW) training district - - - - 5,000 0 0 0 0 0 comi TRAINING_V/ GAFSP (100% )
i, VW health kits each - - - - 300 0 0 0 0 0 comi TRAINING_V GAFF_WFP (100% )
. Translation of training metarials in local languages Ips - 1 - 1 25,000 0 0 25,000 0 25000  COML TRAINING_V GAFF_WFP (100% )
Subtotal 0 75,000 57,500 7500 140,000
Total Investment Costs 0 159000 360,250 361250 754,500
II. Recurrent Costs
A.Improve the nutritional status of women, children, girls and vulnerable groups
1. Farmer Nutrition School and Women Empowerment
a. Operational cost for farmer nutrition schools vilage - 25 25 50 225 0 0 5625 5625 11250  COML OPERATING_COSTS_VI GAFF_WFP (100% )
b. Village facilitator annual incentive payments each 50 50 50 150 80 0 4,000 4,000 4,000 12,000  COML OPERATING_COSTS_VI GAFF_WFP (100% )
c. Operating costs for supporting District teams Ips 2 2 2 8 2,500 5,000 5,000 5,000 5,000 20,000  COML OPERATING_COSTS_VI GAFF_WFP (100% )
Subtotal 5,000 9,000 14,625 14,625 43,250
2. Integrated Home Garden Establishment
a. Fees and operating costs for Community Mobilizers pers-month - 126 126 252 160 0 4 20,160 20,160 40320  comi OPERATING_COSTS_VI GAFF_WFP (100% )
3. Community nutrition and gender SBCC activities
a. Operating costs for DAFO, DHO, DES, LWUU teams Ips 5 5 5 15 1,800 [ 9,000 9,000 9,000 27,000  CoOML OPERATING_COSTS_VI GAFF_WFP (100% )
Total Recurrent Costs 5,000 18,000 43,785 43,785 110570
Total 5000 177000 404035 405035 865070
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Proc. Method

CON_SRVCS_PM (100% )

LCL_SHOPPING_PM ( 100% )
QCBS_PM (100% )
CQ_PM (100% )
LCL_SHOPPING_PM ( 100% )
LCL_SHOPPING_PM ( 100% )

LCL_SHOPPING_PM ( 100% )
LCS_PM (100%)
NCB_PM ( 100% )

QCBS_PM (100% )

LCL_SHOPPING_PM ( 100% )

LCS_PM (100% )
LCL_SHOPPING_PM ( 100% )
CQ_PM (100% )
UNIDENT_1_PM ( 100% )

LCL_SHOPPING_PM ( 100% )

UNIDENT_1_PM ( 100%)
CON_SRVCS_PM ( 100% )
UNIDENT_1_PM ( 100%)
UNIDENT_1_PM ( 100% )

LCS_PM (100% )
LCS_PM (100% )
LCL_SHOPPING_PM ( 100% )
LCL_SHOPPING_PM ( 100% )
CQ_PM (100% )
LCL_SHOPPING_PM ( 100% )
LCS_PM (100% )
UNIDENT_1_PM ( 100% )
UNIDENT_1_PM ( 100% )
CQ_PM (100% )

UNIDENT_1_PM ( 100% )
UNIDENT_1_PM ( 100% )
UNIDENT_1_PM ( 100% )
UNIDENT_1_PM ( 100% )

UNIDENT_1_PM ( 100% )

impl
Agency

WFP

WFP
WFP
WFP

WFP
WFP

GAFSP (100%)
GAFSP (100%)
GAFSP (100% )
GAFSP (100% )
GAFSP (100%)
GAFSP (100% )
GAFSP (100% )
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Lao People's Democratic Republic
Agriculture For Nutrition - Phase 2 (AFN Il) DRAFT Project Annual Work Plan and Budget Year 1
Table 2. Component 1b. Improved agriculture productivity of selected commodities

Detailed Costs

Unit Cost

Quantities Base Cost (US$) Summary Divisions impl
Unit oL Q2 Q3 Q4 2023 (USS$) Q1 Q2 Q3 o 2023 Component Account Fin. Rule Proc. Method Agenc
I Investment Costs
Based O (cBOs)
1. APG grants APGS - 100 100 4,500 - - 450,000 450,000  COML GRANTS_SUBSIDIES_III IFAD (75% ), BENEFICIARY (25% ) LCL_SHOPPING_PM (100%)  MAF
2. Organisational support to clustering of APG into AC Ac - - - 30,000 - - - - comi TRAINING_V/ NCB_PM (100% ) MAF
3. AC investment grants - - - 100,000 - - - - comi GRANTS_SUBSIDIES_Iil FUNDING_GAP ( 100% ) OTHER_PM ( 100% ) MAF
4. Extension Management System (EMS) districts 10 10 20 4,000 - 40,000 40,000 80,000  COML TRAINING_V/ IFAD (100% ) LCL_SHOPPING_PM (100%)  MAF
Subtotal - 40,000 490,000 530,000
B. Agriculture/Rural Advisory Services improved
1. Demonstrations, lead farmers LF 25 25 50 1,500 - 37,500 37,500 75000 COML  GOODS_SERVICE_INPUTS_II GAFSP (100% ) LCL_SHOPPING_PM (100%)  MAF
2. District Agriculture Advisor pers-month a5 a5 % 1,000 - 45,000 45,000 90,000  COI CCONSULTANCIES_IV GAFSP (100% ) LCL_SHOPPING_PM (100%)  MAF
3. Exchange visits between provinces sessions - - - 1,200 - - - - comi TRAINING_V/ GAFSP (100% ) LCL_SHOPPING_PM (100%)  MAF
Subtotal - 82,500 82500 165000
C. Climate Change adaptation infrastructures (irrigation /MUS) built and upgraded
1. Multi Use water systems (MUS) Mus - 50 50 9,000 - - 450,000 450,000  COML WORK_| GAFSP (85% ), BENEFICIARY ( 15% ) LCL_SHOPPING_PM (100%)  MAF
2. Small scale Irrigation schemes upgrades(] schmes - - - 20,000 - - - - comi WORK_| GAFSP (85% ), BENEFICIARY ( 15% ) LCL_SHOPPING_PM (100%)  MAF
3. Technical support for irrigation schemes (design and supervision) schmes - - - 500 - - - - comi TRAINING_V/ P (100%) CQ_PM (100% ) MAF
4. Technical support for MUS (design and supervision) MUs - 50 50 300 - - 15,000 15000  COM1 TRAINING_V/ GAFSP (100% ) LCS_PM (100% ) MAF
Subtotal - - 465,000 465,000
Total Investment Costs - 122,500 1,037,500 1,160,000
II. Recurrent Costs
Total - 122500 1,037,500 1,160,000
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Lao People's Democratic Republic
Agriculture For Nutrition - Phase 2 (AFN Il) DRAFT Project Annual Work Plan and Budget Year 1
Table 3. Component 2. Business Partnerships and Market Access improvement

Detailed Costs Quantities Unit Cost Base Cost (US$) Summary Divisions Impl.
Unit QL 2 B Q4 2023 (US$) QL Q2 Q3 Q4 2023 < Account Fin. Rule Proc. Method Agency
I. Investment Costs
A. Support to MSME in food supply chains
1. Support to existing MSME (business planning, market dev) MSME - - 790878 - - - - - com2 GRANTS_SUBSIDIES_ll GAFSP (100% ) CON_SRVCS_PM ( 100% ) MAF
2. MSME creation (registration, seeder fund) MSME - - 12,000 - - - - - com2 GRANTS_SUBSIDIES_l GAFSP (100% ) CON_SRVCS_PM ( 100% ) MAF
Subtotal - - - - -
B. Business Multi-Stakeholder Platforms
1. MSP sessions, fairs and markets sessions - - 1,700 - - - - - com2 CONSULTANCIES_IV IFAD (100% ) LCL_SHOPPING_PM (100%)  MAF
2. Matching grants for MSP - - 25,000 - - - - - com2 GRANTS_SUBSIDIES_Il IFAD (50% ), MSME (50% ) OTHER_PM ( 100% ) MAF
Subtotal - - - -
C. Market related infrastructures
1. Food Processing and storage facilties(] APG - - 4,500 - - - - - com2 GRANTS_SUBSIDIES_Il FUNDING_GAP ( 100% ) LCL_SHOPPING_PM (100%)  MAF
2. Access tracks km - - 4,500 - - - - - com2 WORK_I UNDING_GAP ( 85% ), BENEFICIARY (15%) LCL_SHOPPING_PM (100%)  MAF
Subtotal - - - - -
Total Investment Costs - - - - -
II. Recurrent Costs
A. DSA for Technical support (DICO) districts 5 15 400 - 2,000 2,000 2,000 6,000 COM2 OPERATING_COSTS_VI IFAD (100% ) UNIDENT_1_PM ( 100% ) MAF
B. DSA for Follow-up (PICO) pro