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FOREWORD

The Mekong Delta Water Resources Project (IDA Credit Number 3198-VN) was based on IDA’s Project Appraisal Document (PAD) No.18732-VN dated 15 March 1999, minutes of negotiations between the GOV and IDA, signed on ………. 1999, and the Development Credit Agreement (DCA) approved on 3 August 1999 for an amount of SDR 72.8 M (US$147.6 M equivalent).  The original period of the loan was for 6 years with an original closing date of 30 June 2005.  The project became effective on 29 October 1999.  The DCA was amended twice; Amendment 1, dated ……… 2003, extended the credit closing date to 30 June 2007 with the credit amount unchanged.  Amendment No.2, dated ……… 2007, extended the credit facility (still unchanged) by a further 6 months to a final closing date of 31 December 2007. A “grace period” of 4 months, to 30 April 2008, was granted to clear all outstanding accounts.

Cuong or Qun, can you please supply me these dates??

1 ORIGINAL DEVELOPMENT OBJECTIVE, CONCEPT AND DESIGN

1.1 Original Objective

The original project objective was to increase agricultural production, reduce rural poverty, improve living conditions in the project area, and facilitate sustainable water resources development and management in the Mekong Delta.  The project would support integrated water resources development by completing and improving irrigation, drainage, flood protection, and salinity intrusion control.  This would allow multiple cropping in areas that were then limited to a single wet season crop or to unstable two crops.  The project would provide clean water to a rural population that did not have quality water supply for drinking and domestic uses, and support community participation in water delivery.  It would also support the establishment of an appropriate institutional framework for improved water resources planning, management and monitoring.
The original objective has not been revised and is still relevant to the development of the project area.
	Table 1.1    Details of Sub-Project Areas



	Sub-Project Area
	Gross Area  ha
	Population
	Province

	1. South Mang Thit
	225,682
	1,131,000
	Tra Vinh, Vinh Long

	2  O Mon-Xa No #
	45,320
	236,000
	Can Tho City, Hau Giang, Kien Giang

	3. Quan Lo-Phung Hiep

      comprising:
	263,748


	904,000
	Bac Lieu, Soc Trang

	QLPH I + II
	178,888
	575,000
	Bac Lieu, Soc Trang

	Ba Rinh Ta Liem
	30,950
	131,000
	Bac Lieu, Soc Trang

	Tiep Nhat
	53,910
	198,000
	Soc Trang

	Project area
	534,750
	2,271,000
	

	Source: World Bank PIP, February 1999

#  At the end of 2003, Can Tho province was divided into Can Tho City and Hau Giang Province


1.2 Original Components

The overall project has 3 components, as defined in the WB’s PAD: 1) Improvement of Water Resources Infrastructure, 2) Improvement of Rural Water Supply and Sanitation, and 3) Institutional Support for Water Management and Project Implementation.

1.2.1 Sub-Project Areas

The project works were implemented in three sub-project areas;

· South Mang Thit (SMT),

· O Mon-Xa No (OMXN), and

· Quan Lo-Phung Hiep (QLPH).

The total gross area of the three sub-projects is some 535,000 ha, about 14% of the Mekong Delta area in Vietnam, with a population of about 2.3 million (1999 data), as shown in Table 1.1 and Figure 1.1.

Figure 1.1
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1.2.2 Component 1 – Improvement of Water Resources Infrastructure 

Civil works infrastructure was planned, costing some US$ 131.6 M (including resettlement costs), comprising main and secondary sluices to prevent saline intrusion into the agricultural areas, dredging of selected main and secondary canals, excavation of some new secondary canals, building of small dikes for flood control, and bridges across main and secondary canals at key locations.   The objective of these works was to prevent saline intrusion, improve the supply of fresh water during the dry season, control annual flooding, improve navigation facilities and extend the existing road transportation network by the new dikes and bridges.  The agricultural benefits were assumed to come from increases areas of double and triple-cropped rice, as set out in Annex 1 of the PAD of March 1999.

In late 2000/early 2001, driven by market forces, there was a shift from agricultural to aquaculture production, which required progressively changing some …….% of the project’s rice area to fish/shrimp cultivation over some ……... years.  Major changes were thus needed to canal and sluice designs already underway, since the new system would require salinity control, rather than prevention, to create the necessary brackish water environment for shrimp and fish.  Hence, the assessment of project benefits was updated to include benefits from aquaculture production. 

Procurement of civil works was by standard WB procedures, using International Competitive Bidding (ICB) and Local Competitive Bidding (LCB) methods, the majority being by LCB.  91% of the civil works costs were funded by IDA, and the remaining 9% by the GOV.  The cost of civil works design was funded entirely by IDA. 

A Resettlement Action Plan (RAP) had been prepared, prior to credit approval, to deal with resettling people affected by these civil works, particularly canal widening and dredging, which was funded entirely by the GOV and the provincial authorities (who were responsible only for secondary canal resettlement). 

1.2.3 Component 2 – Improvement of Rural Water Supply and Sanitation

	Table 1.2   Funding of RWSS component

	Funding and sources
	Clean Water Supply
	Sanitation Improvement
	Hygiene education

	US$ 5,722,000
	5,097,000
	226,000
	400,000

	IDA Credit
	73%
	91%
	-

	GOVN (Counterpart fund)
	  7%
	  9%
	100%

	Beneficiary contributions
	20%
	-
	-

	Source:  World Bank PAD, Annex 12, March 1999


A rural water supply and sanitation component was designed and implemented at a total original cost of about US$ 5.7 M.  The rural water supply works provided clean water supplies by a variety of methods including piped water supply, filters, rainwater jars and hand pumped wells.  The methods proposed for each province depended on the local geology and groundwater characteristics.  Sanitation improvements were implemented, especially for women, by construction of water closets, distribution of information, and conducting health education campaigns.

This work was planned for the six project provinces; funding is shown in Table 1.2.  There was a beneficiary contribution of 20% towards the cost of the clean water supply systems, in line with GOV’s national RWSS strategy, as set out in the Prime Minister’s Decree No.200/TTG of April 1994.

As described in Section 2.2.2 the rural water supply component (but not sanitation) was expanded twice (in 2003 and 2006) since it was found to generate significant and immediate benefits for the local population, and used funds which would not otherwise have been disbursed due to slow implementation progress of the civil works.  Due to its popularity and success, this expansion was into a further five Delta provinces and total funding was more than tripled from US$5.7 M to about US$19.2 M, of which about US$ 17.2 M (90%) was funded by IDA. 

1.2.4 Component 3 - Institutional Support for Water Management and Project Implementation

The third component of the project was institutional support for water management and project implementation, costing US$ 10.3 M, and funded almost entirely by IDA.  The support was planned in three areas, as set out in the PAD.

Firstly, improving the water management framework in the Delta by preparing a policy framework for inter-provincial water resources management, with the aim of setting up a Delta-wide Body to manage water resources.  A study to improve hydraulic modelling of coordinated sluice operation throughout the project area was also to be funded, updating the existing hydraulic models. 

Secondly, strengthening institutional capacity at central, provincial, IMC and farmer levels.  This would be achieved in several ways; a) by supporting the establishment of IMCs, improving O&M performance, and gradually increasing IMC self-financing through a programme of increased water fee collection, b) by hiring of consultants to assist CPO in preparation of IMC improvement plans, tertiary development plans, implementation of the RAP and EAP, and carry out studies on rice/fish cultivation and fish migration, and c) by providing training programmes for central and provincial staff on a variety of subjects related to water resources development, irrigation planning, and institutional strengthening.

Thirdly, CPO would also procure consultants to carry out engineering design work, support for project management and supervision, and auditing.  The required vehicles and office equipment to support overall project activities, as well as the related costs of project administration and incremental operating costs would also be financed under the project.

1.2.5 Original Cost and Financing

The overall project cost at negotiations (February 1999) was US$147.6 M, split between an IDA loan of SDR 72.8 M (then equivalent to US$ 101.8), funds from the GOV (US$ 32.1 M), and contributions from the farmers, as beneficiaries (US$ 13.7 M).
1.3 Revisions to Original Components 

Water Resources Infrastructure
In late 2000/early 2001, due to market trends, many farmers demanded a change from rice to shrimp cultivation, which offered much greater returns.  MARD agreed to this demand, which required redesign of many sluices and canals, putting civil works procurement on hold for 9 months from April to December 2001.  The main revised design criteria included:

1. Salinity control (rather than prevention, to create a brackish water environment for shrimp/fish farming);

2. The ability for both fish and shrimp (freshwater and brackish water) cultivation along with rice and upland crop cultivation, requiring the creation of separate zones within the cultivated areas;

3. Ensuring sluice widths were sufficient to allow natural fish migration from the rivers into canal systems;

4. Removal of existing drainage constraints;

With changes being made to sluice and canal design to accommodate the above demands, the opportunity was taken to further improve the irrigation system’s performance by considering the following:

5. Increasing freshwater conveyance and storage (especially in SMT);

6. Prevention of high water levels inside and outside the cultivated area from high tides;

7. Increasing ability to leach potential acid sulphate soils (especially in QLPH);

8. Improving water quality within the canal system during the dry season; and

9. Improving navigation (a common request from local people in all areas).

These revised design criteria, and resulting improvements made to the irrigation system, caused changes to the lengths of canals that were rehabilitated and to the numbers and types of sluices built, compared to those planned at appraisal (see Table 2.5 later).  This was particularly noticeable in the OMXN subproject area where no secondary canal dredging was carried out (it had all been done in 2002/2003 by the province rather than wait for delayed project works) and there was 50% increase in the number of secondary sluices built, mostly to facilitate navigation (32 up to 48).  Very slow resettlement implementation also was a major factor in determining what was eventually built in the OMXN area, compared to the plans at appraisal.

A major restructuring of this component was carried out at MTR due to its very slow implementation rate.  28 construction packages were cancelled (about US$ 30 M) and the funds diverted to Phase II of the RWSS component (about US$ 9 M) and to provide additional funds for the increasing resettlement compensation costs.  Greater detail is given in Section 2.2.2 and in Table 1A of Annex 1.
Rural water supply and sanitation
Due to its popularity and successful realisation of early benefits, the rural water supply part of this component was extended twice, once at mid-term review in June 2003 and finally in October 2006, increasing the original credit allocation of US$ 5.1 M to some US$ 17.2 M.  This expanded programme included providing rural water supply infrastructure to five more Delta provinces - Hau Giang, Ben Tre, Dong Thap, An Giang and Tien Giang – as well as the original ones.  No expansion or extension of the sanitation subcomponent was made due to complicated implementation arrangements.

Institutional support 

With IDA assistance, the GOV obtained a US$ 582,100 grant (PHRD) from Japan to strengthen project management.  Three aspects of the grant were eligible for funding; a) strengthening environmental management, b) improving resettlement monitoring and information dissemination, and c) promoting farmer participation in water management.  The Grant Agreement, valid until June 2003, was signed by the SBV in June 2001.  The actual programme, implementation arrangements, impacts and outcomes are given in Section 2.2.4. 

1.4 Implementation Arrangements

Overview    To coordinate overall implementation, an Inter-Ministerial Project Steering Committee was established by MARD Decision No. 4194QD/BNN-TCCB of 18 October 1999, chaired by the Vice Minister of MARD, and included members from MPI, MOF, SBV, as well as chairmen/vice-chairmen from the concerned PPCs.

Overall implementation    The GOV delegated responsibility for project implementation to MARD, who acted through its Central Project Office (CPO).  CPO was responsible for coordinating and approving the work plans of the Sub-project Implementation Offices (SIO – became ICMB in December 2006) and PCERWASs, procurement planning, budgeting, procurement of ICB contracts, reporting to IDA on physical and financial progress, processing disbursement applications and SOEs, managing the special account, and facilitating technical assistance services, institutional strengthening and training.
Component implementation   MARD delegated responsibility for implementation of the project components (except for tertiary canal development, RWSS and some parts of institutional strengthening) to the 2 SIOs in Vinh Long and Can Tho (in late 2004 to become one ICMB No.10 in Can Tho).  The SIOs acted as resident project engineers, responsible for construction planning, preparation of bid documents, tendering of NCB contracts, contract supervision and quality of construction, and implementation of EAP and RAP.  They were assisted in these tasks by CPO, CPO’s consultants and provincial authorities, as appropriate.

ACHIEVEMENT OF OBJECTIVE AND OUTPUTS

1.5 Outcome / Achievement of Objective

The project was generally implemented as designed, though it took an additional 2½ years, about 40% longer than planned.  Detailed discussion of the factors affecting the delayed completion are given in Section 3.  The original objectives of the project were all achieved by the end of 2007, though the full benefits of the RWSS component were achieved by June 2003.

By June 2003 (project mid-term), the project’s physical progress was only 22% and IDA disbursement 17%.  The project became effective in October 1999 but experienced initial delay in start-up as the GOV approved the project’s Feasibility Study (FS) in June 2000, 8 months after credit effectiveness.  Prior to FS approval, the budget for most project activities could not be released.  However, from early 2002 implementation increased significantly, with a jump in overall disbursement in 2002 to US$ 9.07 M, compared to US$ 2.03 M in 2001 and US$ 0.64 M in 2000.  Initial results and benefits were observed in all three project components.  The IDA mid-term review (MTR) mission evaluated progress achieved and key issues that could impact project implementation in the next phase.  Based on this evaluation, IDA proposed and agreed a project restructuring plan with the GOV.  This identified 17 critical contracts that needed to be completed before the project ended so that the planned benefits could be achieved.

Physical progress and disbursement then increased, relatively slowly in 2003-2004, but jumping significantly in 2005 and 2006 when annual disbursement reached about US$ 20 M, following resolution of many resettlement problems that had seriously delayed progress of the dike and secondary sluice contracts in the OMXN sub-project area. 

By 30 October 2007, a total of US$ 96.93 M had been disbursed.  This left an estimated US$ 6.93 M to be disbursed before 30 April 2008, the end of the grace period.  By 3 December 2007, overall physical progress of the whole project was 95.1%.  The overall civil works completion was 92.2%, averaged from 94.8% in SMT, 86.2% in OMXN and 92.7% in QLPH.  To be updated ………….. 
1.6 Outputs by Components

1.6.1 Project Performance Indicators

The PAD specified five project performance indicators; a) increase in triple and double cropped areas, b) increase in water fee collection, c) increase in the number of people served with clean water and improved sanitation, d) formulation and adoption of a policy statement and preparation of an options paper for an improved institutional framework for Delta-wide water resources management, and e) establishment of a Delta-wide water resources management body.  The results have been summarised in Table 2A of Annex 2 (Outputs by Component), for the situation at PAD, MTR and ICR.

Table 2B of Annex 2 summarises the output of each project component, again comparing the situation at PAD, MTR and ICR.  The rest of this Section 2 discusses the output of each component in some detail, backed up by further material in Annex 5 (Additional Information).

1.6.2 Water Resources Infrastructure

Civil works design

Irrigation works design was changed in 2001 to facilitate a more flexible land use pattern, following demands of farmers.  This resulted in brackish water being allowed into the canal system for shrimp farming, and also mitigated the effect of sluice construction on natural fish migration.  Sluice function was originally intended to keep saline/brackish water out of the canal system.  These changes required:

a) wider sluices: in SMT sub-project to allow flexibility in land use, and in OMXN sub-project, to improve navigation, following the demands of provincial authorities.

b) enhanced capacities of many main canals,

c) changes in sluice gate operation.

On 2 March 2001, CPO submitted to IDA 13 engineering design packages for retroactive financing.  Of these IDA agreed to finance 9 packages (6 in SMT, 3 in QLPH), completed prior to 3 August 1999, and valued at VND 3,972 M (US$ 265,000).  Retrospective payments made by IDA to CPO were submitted to the Treasury and do not appear in the overall project disbursement in this report.

Procurement was by the CQ method, apart from the design of secondary sluices, which was done by the QCBS method, one contract for each sub-project area.  The times taken to procure design consultants –minimum, average and maximum - are shown in Table 2.1.  Many times were excessive as designs were changed and ideas revised in the 2001-2003 period when irrigation system design criteria were revised.

Table 2.1    Procurement times for Engineering Design Packages

	Procurement by
	MARD approval of Consultants 
	Proposal by Consultants
	IDA approval
	MARD approval
	Negotiation and contract signing
	Total no. days / months

	CQ
	100 (22-133)
	6 (1 - 18)
	n.a.
	32 (5 - 60)
	9 (1 – 23)
	147 days / 4.8 months

	QCBS
	45
	37
	5 (2 – 6)
	6 (5 – 7)
	8 (4 – 17)
	97 days / 3.2 months

	Note:  Numbers in (    ) indicate minimum and maximum values


Civil works construction

Bidding process    At the start of the project, discussions were held between IDA and GOV on the eligibility of state-owned enterprises (SOEs) in bidding for construction contracts under IDA credit.  After due consideration of the availability of contractors in the private sector, IDA agreed to allow SOEs to bid, as set out in its letter to GOV of 23 November 2000.  Table 2.2 shows the procurement times taken from the issuing of bids to the contractors, through bid evaluation and MARD/IDA approval to contract negotiations, award and signing; these were 4.1 months for NCB and 4.7 months for ICB. 

Although bidders for some ICB contracts were foreign companies (Chinese or Korean, in joint-venture with local partners), it was Vietnamese contractors (usually in joint-ventures) who won these contracts. 

Table 2.2    Procurement times for Civil Works Construction Packages

	
	Average number of days taken for each process

	Procurement by

[No. contracts]
	Bid period
	Evaluation and MARD approval
	IDA approval
	Negotiation and contract signing
	Total number of days / months

	NCB [69]
	29
	56 (17 – 159)
	17 (1 – 112)
	23 (2 – 71)
	125 days / 4.1 months

	ICB [7]
	45
	46 (18 – 77)
	16 (5 – 60)
	37 (14 – 61)
	144 days / 4.7 months

	Note:  Numbers in (    ) indicate minimum and maximum values


Period prior to MTR    Following MARD’s review of the Revised FSs in early 2003, 28 construction packages were cancelled, primarily to reduce the cost of land acquisition which had increased to just over double the figure estimated at project appraisal, as shown in Table 2.3, and was expected to rise further.  The cancelled packages, totalling some US$ 30 M, were mostly contracts for secondary canal dredging which had already been started by the provincial authorities, plus a few sluices considered to be of lesser priority, and all the boat lift and tertiary offtake contracts.  IDA considered deletion of the boatlifts to be acceptable since construction and operation of boatlifts or transhipment facilities, could be taken up by individuals and the private sector.  In addition, it was considered that the designs proposed were too cumbersome and would probably not be used by the local people if built.  Culverts at tertiary offtakes (from secondary canals) were deleted since the GOV considered they were the least priority when the cost saving measures were implemented. 

Table 2.3    Restructuring of Civil Works Construction Packages after MTR

	
	Resettlement Cost 
	Civil Works Costs #
	Number of packages

	Stage of Implementation
	MVND
	MVND
	US$ M
	Total
	SMT
	OMXN
	QLPH

	PAD, 1999 ##
	292,500 ($22.5 M)
	1,211,340
	93.18
	99
	52
	15
	32

	Prior to MTR – Dec.2002
	673,200 ($44 M)
	1,693,753
	112.88
	105
	52
	21
	32

	Restructuring at MTR – June 2003
	620,629 ($40 M)
	1,264,124
	82.46
	 78
	 41
	 11
	26

	Notes:

1.  #

Contracts are awarded in VND, not US$.  Due to exchange rate fluctuations, the US$ costs given above are the sum of contract awards/estimates in VND, each converted to US$ at the exchange rate then current/predicted. 

2.  ##
Resettlement cost from PAD.  Civils work costs and packaging from PIP (Feb.1999), with exchange rate of US$1 = VND 13,000.


Restructuring of the project at MTR (June 2003)   At MTR, overall physical progress was only 22%, with 12% disbursement, and it was clear that the project would not complete by 2005.  A restructuring was therefore carried out, cancelling 28 civil works construction packages to allow for the huge increases in resettlement costs, and proposing a 2 year project extension.   Given MARD’s decision to cancel these packages, IDA identified 17 contracts which would have a significant development impact, were fairly large, and therefore difficult for the GOV to implement with its own resources if not completed under the project.  Completion of these 17 “critical” contracts within the project period was therefore considered the highest priority.  There were also 13 other contracts which were substantially advanced in terms of payment of land compensation, and it was therefore sensible to protect the investment already made.  The 17 critical contracts were all substantially completed by the end of 2007, apart from O Mon dike in OMXN where progress was only 74% on 3 December 2007.

Period after MTR      A final total of 98 civil works packages were awarded (7 ICB, 91 NCB), as shown in Table 2.4, of which 12 NCB contracts were awarded new or rebid towards the end of the contract period due to either poor contractor performance, or persistent resettlement problems, especially regarding secondary sluices, where the only solution was a complete redesign.  Rebidding was therefore required, rather than issuing variation orders to the contractors, since the scope of works had substantially changed.  Some contracts were split into 2 or more parts for rebidding.

Table 2.4    Details of Civil Works Design and Construction Packages

	
	
	Costs #
	Number of packages

	Packages
	
	MVND
	US$ M
	Total
	SMT
	OMXN
	QLPH

	1. Civil Works Design

    Of which, retro-financed by IDA ##
	Total


	64,109
	4.27
	86

14
	37

10
	15
	34

 4

	2. Civil Works Construction

of which, NCB packages new or rebid since 2005


	Total

ICB

NCB


	1,368,476

401,783

966,692
	87.92

25.77

62.15
	98

  7

91

12
	 41

  5

36

  2
	 16

   1

15

  4
	41

  1

40**

  6

	    Data from Project Implementation Plan (PIP), February 1999
	
	
	89.3


	83
	 36*
	15
	 32*

	Notes:

1.  #
Contracts are awarded in VND, not US$.  Due to exchange rate fluctuations, the US$ costs given above are the sum of contract awards in VND, each converted to US$ at the exchange rate then current.

2.  ##  Already reimbursed by IDA and paid into State Treasury, so no costs listed here. 

3.   *
Of which 16 construction packages in each of SMT & QLPH were awarded in 1998, but are non-eligible for IDA finance.

4. **   Of which 2 contracts in QLPH, awarded in late 2007, are financed entirely by GOV.


Figure 2.1 shows the physical progress of civil works design and construction; a) originally planned to 30 June 2005, b) extended at MTR by 2 years to 30 June 2007, then by another 6 months to the end of 2007, and c) the progress actually achieved. 

The biggest problem faced by most contractors was gaining possession of site, particularly for the canal contracts.  Some contractors had bid very low and had poor financial capacity so progress was very slow, in the worst cases involving more than 1 year delay in completion.

Generally speaking, the ICB contractors all performed satisfactorily, all being Vietnamese contractors, mostly in joint-ventures.  A full account of the design and implementation of this component is given in Annex 5 (Additional Information).

Inventory of Water Resources Infrastructure

Table 2.5 shows the actual implementation compared to that planned at appraisal.  The large reduction in secondary canal works was due to the fact that many provinces had already made the decision in 2002/2003 to carry out some of the dredging works under their own provincial budgets, rather than wait for the delayed project works, especially in OMXN.  Resettlement problems, at that time, were so severe that it was not possible to predict when, if at all, these works could be implemented under the project.   The 50% increase in the numbers of main sluices indicates the importance that was progressively attached to saline control, rather than the prevention of saline intrusion, to allow cultivation of both rice and brackish shrimp, as the project developed.  Annex 5 contains a more detailed presentation of Table 2.5, including unit rate data which will be of use to IDA in estimating approximate costs of future projects.  Table 2B of Annex 2 shows the output for each category of works, at PAD, MTR and ICR.

Table 2.5    Water Resources Infrastructure Planned / Constructed 

	Works Category
	
	Total Project as Implemented
	SMT
	OMXN
	QLPH

	
	
	Planned
	Actual
	Cost US$ M
	Planned
	Actual
	Planned
	Actual
	Planned
	Actual

	Main sluices
	No.
	26
	41
	29.21
	13
	12
	3
	3
	10
	26

	Secondary sluices
	No.
	138
	125
	25.14
	92
	43
	32
	55
	14
	27

	Main canals
	Km
	465
	483
	7.52
	223
	255
	-
	-
	243
	227

	Secondary canals
	Km
	1,520
	586
	6.50
	461
	186
	96
	-
	963
	400

	Dikes/revetments
	Km
	422
	234
	10.48
	105
	107
	119
	82
	198
	45

	Bridges
	No.
	109
	88
	8.57
	67
	51
	-
	-
	42
	37

	
	
	Total

of which, IDA
	$ 87.42 M

$ 79.08 M
	90.5%
	
	
	
	
	

	Notes:

1. Planned figures above are from PAD, March 1999

2. Costs above are only for civil works construction and do not include design costs.

3. Up to June 30 2005, IDA reimbursed 91% of civil works costs.  After 30 June 2005, 100%  costs were reimbursed.


Resettlement

The original RAP (details given in Annex 5) was to acquire 3,963 ha of land (of which 1,216 ha would be permanently lost to new infrastructure) and compensate 34,004 households (HH).  The estimated cost was US$ 22.5 M, comprising compensation payments, rehabilitation allowances, skill and income generating training for the project-affected families (PAF), staff training, equipment, detailed measurement surveys, monitoring and administration, and 10% for contingencies.  Implementation of the RAP proved to be a major bottleneck in overall project progress.  Delays were experienced in approval of compensation plans by the PPCs, budget allocation by GOV, agreement with the affected parties, and actual compensation payments.

By MTR in June 2003, the cost of the resettlement component had increased by 81% from $22.5 M at appraisal to $41.2 M at MTR.  This had a serious effect on the project, both in terms of reducing the amount of infrastructure it was possible to build within the overall budget, and on overall project progress.  The increase was due to several factors:
a)
  Land Loss area per structure or canal increased due to the following factors:

· Increase in opening width of sluices and the number of sluices,

· Increased widening and deepening of main canals,

· Additional cropped area and housing losses.

· However, although land loss areas per structure or canal may have increased, it should be noted that the overall project land loss area actually reduced due to a reduction in the number of structures built and canals rehabilitated.

b)  Compensation cost increased due to:

· Difference between the policies applied by the WB and the GOV,

· Compensation costs of the Original FS (2000) were based on policies prevailing in 1998-1999, not yet following Decree No. 22, whilst the revised FS (2003) was based on the then current cost and policies; the difference was considerable.

The timely provision of sufficient budget was another annual problem, particularly affecting civil works contractors who were delayed because PAFs refused to let contractors onto their land until they were compensated.  Table 2.6 summarises the changes in the salient features of the resettlement component between PAD and ICR. 

Table 2.6    Summary of Resettlement Component Implementation

	
	Unit
	PAD
	MTR
	ICR
	ICR as % of PAD

	  No. of Project Affected Families
	No.
	34,004
	Not known as DMS not completed
	38,818
	114%

	  Land Acquired – Permanent 
	Ha
	1,216
	
	1,344
	

	  Land Acquired – Temporary
	Ha
	2,747
	
	
	

	  Cost of overall Resettlement Component
	BVND
	293
	618
	521
	178%

	  Cost of overall Resettlement Component
	US$ M
	22.5
	41.2
	33.0
	147%

	Note:  Exchange rate at PAD, VND 13,000 = US$ 1.    At ICR, VND 15,800 = US$ 1


A detailed account of implementation of the resettlement component is given in Annex 5 (Additional Information).  Tables 2B to 2D of Annex 2 present a more detailed summary of the outcomes and impacts, comparing PAD, MTR and ICR.

1.6.3 Rural Water Supply and Sanitation

This was the most successful component in terms of benefits achieved and expansion of original programme.  In the PAD the component was valued at a total of some US$ 5.7 M and was to provide clean water supplies (US$ 5.1 M) and improved sanitation facilities (US$ 0.6 M) for 280,000 un-served or under-served households in 139 needy communes in 6 provinces of the Mekong Delta.  Beneficiary contribution was to be 20% for clean water supplies.  The sanitation facilities were to be financed by a revolving fund, managed by the Provincial Women’s Union (PWU), with full cost recovery from the beneficiaries.

Successful implementation during 2002 and appreciation by local people of the component’s benefits,  led to part of the credit for water resources infrastructure (progress of which was slow) being reallocated to rural water supply at MTR, so that by the end of the project, the component had been extended twice, including expansion into a further 5 provinces, with a total value of some US$ 19.2 M over 3 phases.  The IDA funding increased correspondingly from US$ 3.9 M at PAD to US$ 17.0 M at ICR.

The sanitation programme, which was run in conjunction with the Women’s Union, was successfully implemented as designed and completed in late 2003 for some US$ 392,000.  Unlike the RWS component it was not extended.
The PAD required provision of clean water and improved sanitation to 280,000 households in rural areas.  Based on an assumed 5 people per household, the current estimated number of beneficiaries is around 734,000 people but this number will rise as connection rates to the latest piped water schemes under Phase III increase, currently estimated at about 30%.  The overall investment in this component is about 3.3 times the amount planned at appraisal, and the number of beneficiaries should rise to some 800,000 people once all household connections are made.

Note to Cuong and Qun - we have a problem here!! Reference the PAD …. p.5 talks about 280,000 unserved rural population (repeated on p.75 in Annex 12), while Annex 1 (p.21) defines the 280,000 as households.  On p.5, 45-50% of 332,000 households would be direct beneficiaries , about 1 million people.  According to Mr Dung (CPO staff) it was agreed at MTR that a typical household would consist of 5 people, for estimation purposes.  If we assume 280,000 households then this means over 1 million people just from Phase 1!!  Taking 50% of 332,000 and assuming this is 1 million people makes 6 people per household.  If we take 280,000 as meaning “rural population” (ie people), then we are in line with our assumptions that the beneficiary targets have been achieved.
A full account of the implementation of this component is given in Annex 5 (Additional Information) and details of the outcomes and impacts are presented in Table 2B of Annex 2.

1.6.4 Institutional Support for Water Management and Project Implementation 

General     This last project component provided institutional support and capacity building to MARD, CPO and the various provincial authorities involved in all aspects of project implementation.   The support was given by regular training courses throughout the life of the project, and the hiring of a variety of consultants to carry out the following tasks.  The whole component cost some US$ 7.1 M, against a planned budget of US$ 10.3 M, with the majority of costs being 100% reimbursable by IDA.  The above cost includes some US$ 3.4 M for engineering design works (see para. 2.2.1).

1.  Project Management and supervision
 A TA contract for US$ 1.4 M was awarded to Black & Veatch International (BVI) who signed an agreement with CPO on 16 November 2001.  Their task was to provide Project Management and Supervision Services, providing technical assistance to CPO in the monitoring, reporting and coordination of project progress, and to assist in improving the reporting capacity of CPO to IDA.  Their output included creation of a Project Management Information System, which enabled physical and financial project progress to be charted each month, internal monitoring of the resettlement component, assistance to SIWRP in analysing and presenting environmental monitoring data, economic and financial analysis of the project benefits, a technical review of the revised sluice designs, draft irrigation management improvement plans for each province, production of ICB contract documents and specifications, assistance to CPO in ICB bid evaluation, and regular inspections of the quality of civil works in the Delta.  They also assisted CPO in drafting the project progress report prior to IDA supervision missions, and this draft ICR.  Overall, CPO have been highly satisfied with the Consultant’s performance.

2.  Delta-wide institutional study on water resources management 

The IDA credit originally included funding of US$ 430,000 for a study on an institutional framework for Delta-wide water resources management and coordination among the provinces.  However, IDA assisted GOV in obtaining an Australian Aid grant to finance this study as part of their Vietnam Water Management Assistance Program.  On 9 April 2001, by Decision No. 37/2001/QD/BNN/TCCB, MARD established the Planning and Management Council for the Mekong Delta - a River Basin Organization (RBO) mandated in Article 64 of the Vietnam Water Resources Law.  On 6 September 2001, it formalized the membership of the Mekong Delta RBO.  Given this new development, AusAid revised its program design to “building capacity of the RBO to improve integrated water resources planning and management in the Delta”.

Their work started in November 2001 with 3 components; 1) Capacity Building for the National Water Resources Council, 2) Compilation of a National Resource Data Directory, and 3) Setting-up of Mekong Delta RBO.  Component 3 is particularly relevant to MDWRP, designed to coordinate water resources work within the 12 Delta provinces to ensure sustainable development, and requiring stakeholder consultations at every stage.  A mode of RBO operation was completed in draft in December 2002 and circulated to members of the Steering Committee, copied to IDA in March 2003.  MARD approved the setting-up of the RBO secretariat and it was functional in April 2003, in the offices of SIWRP, HCMC.

Since that time the RBO has continued to function but only has a very limited annual budget of some 200 MVND (US$ 12,500).  It continues to collect provincial data on water resources issues and attempts to resolve conflicts between water users.  For example, in 2004 it intervened in a dispute in the Long Xuyen triangle between rice farmers in neighbouring An Giang and Kien Giang provinces, where staggered planting and harvesting dates were causing water management problems, and in 2006 arbitrated between Soc Trang and Bac Lieu provinces concerning the conflicting water quality demands of rice and shrimp cultivation.  The RBO is still under the control of MARD; the GOV has not yet decided whether to establish all RBOs under the Ministry of Natural Resources and Environment (MONRE), as proposed several years ago.
3.  Hydraulic modelling studies    Provision had been made in the IDA loan for additional work to be carried out on hydraulic modelling, required to develop operational modes for the new sluices in the 3 sub-project areas.  Between 2003 and 2005, proposals were made for these studies, which were subject to several revisions as the final amount of civil works infrastructure being constructed became clear.

Table 2.7    Hydraulic Modelling Studies

	
	Consultancy
	Estimated Cost of Procurement and Installation of 

SCADA Systems  -  US$

	Sub-project area
	Consultants
	Cost MVND
	Equipment and Software
	Civil Works
	Other Costs and Contingencies
	Total Cost  US$
	Total Cost MVND

	SMT
	SIWRR
	1,498
	223,218
	184,475
	5,420
	413,113
	6,692

	OMXN
	WRU (HCMC)
	803
	159,298
	27,972
	7,507
	194,777
	3,155

	QLPH
	SIWRP
	1,095
	253,693
	256,850
	5,920
	516,463
	8,367

	
	Total
	3,396
	$636,209
	$469,297
	$18,847
	$1,124,353
	18,214


Consultants were procured during 2006 using QCBS method, as shown in Table 2.7.  The contract for the SMT area started first and was completed in 2006.  The OMXN and QLPH contracts were completed during 2007.  All contracts comprised computerised modeling and analysis of water flow and levels.  Field data to support the models were provided by the provinces and ICMB 10.  Outputs were (i) operational procedures for each irrigation system for different scenarios of water availability; (ii) flow regime during the low flow and flood seasons; and (iii) design of a SCADA system for each sub-project.
All studies require approval by MARD of the computerised hydraulic model of each sub-project area and proposals to procure equipment such as automatic water level recorders and salinity monitors at key locations in the irrigation system, communication equipment and computer software.  This equipment would form the SCADA system - data obtained from the field and transmitted to the computer model, in real time, will able decisions to be made on sluice gate opening times to control water quality and flow. 
In their April 2007 Aide Memoire, IDA suggested the project should firstly purchase basic equipment to measure water level, flow and Ph parameters at critical sluices. This would allow smooth testing of the draft procedures.  At the end of 2007, MARD approved the Consultants’ reports and their estimates for the procurement of computers, software, monitoring equipment, and civil works installation costs, totaling about US$ 1.1 M.  It is understood that MARD will proceed with procurement and installation using their own resources, as it is now too late to apply to IDA for funding.  
4.  External resettlement monitoring 

This contract (US$ 192,000) was carried out by HGRC, Hanoi, and concentrated on the monitoring of compensation rates, as paid by the various provincial governments, to ensure that all resettlement work was carried out in accordance with the standard WB procedures and the approved RAP.  Their final report (June 2007) concluded that the objectives of the RAP were reached and that the PAFs living standards were restored to their pre-project levels or better.  An additional benefit noted was that project staff had now acquired much valuable experience in implementation of resettlement policy.

However, they also listed some shortcomings in their concluding section.  Due to the time lag between approving compensation rates and payment to PAFs, market forces had pushed up land prices significantly, so that when payments to PAFs were made many complained that the amount was too small.  Indeed, it was also noted that the very existence of this project may have caused some land speculation, hindering the progress of resettlement implementation.  Examples were also given of big differences between compensation prices in neighbouring administrative areas, creating dissatisfaction among PAFs, the inability of certain local management units to implement RAP procedures in a timely fashion, a small minority of PAFs who created problems for personal gain, and a few cases where information was not properly disseminated, leading to some PAFs misunderstanding local resettlement activities.
	Table 2.8    Environmental Monitoring Stations

	
	Surface Water Monitoring
	Groundwater Monitoring

	
	Water Level
	Water Flow
	Water Quality
	Water Quality

	Sub-project area
	2000 - 2004
	2004 –2006
	2000 –2006
	2000 –2006
	2000 - 2004
	2004 -2006

	SMT
	1
	6
	2
	10
	4
	10

	OMXN
	1
	4
	1
	8
	1
	10

	QLPH
	1
	5
	2
	15
	8
	10

	Total No. 
	3
	15
	5
	33
	13
	30

	Notes

1. From 2000–04, there were 33 surface water + 13 groundwater stations where measurements were taken of one or more of above parameters.

2. From 2004–06 a further 30 groundwater stations were added.


5.  Environmental Monitoring
SIWRP was responsible for implementation of the majority of the environmental monitoring component of the project's EAP, under a contract for US$ 155,000 with CPO, which started in May 2001 and finished in June 2005.

Their monitoring network comprised a total of 43 stations (33 surface water, 13 groundwater), as shown in Table 2.8.  The programme measured the following parameters; surface water levels, water flows and water quality, and groundwater quality.  Water quality parameters included physio-chemical, salinity, pH, coliform, heavy metals, pesticides, and arsenic.

At MTR, IDA recommended establishing new monitoring stations in areas downstream of the sub-projects to assess the amount and quality of water flowing into those areas before reaching the sea.  Accordingly, 10 groundwater stations were added downstream of each sub-project area, and were operational by March 2004.
Following extension of the project by 2 years after MTR, SIWRP’s monitoring contract was extended until the end of 2006 at an additional cost of about US$ 49,000.  Their final comprehensive report, published in June 2007 and covering environmental impacts on the project area from 2000 to 2006, makes observations and draws conclusions, the main points of which are summarised below.  Environmental indicators and outputs are shown in Table 2B of Annex 2 (Outputs by Component).
Flow monitoring:  South Mang Thit sub-project area 

Positive Impacts
10. For rice cultivation, the construction of new sluices has improved agricultural conditions by providing extra fresh water and improved storage, prevention of saline intrusion and facilitating drainage of acidic water during the rainy season.
11. For shrimp farming areas, the flexible sluice operation has enabled better drainage of acidic water and provided brackish water for growing shrimp.  The water regulation required for shrimp farming has made average water levels inside the area higher than outside; the original EIA did not address these effects as the purpose of the sluices was only to prevent saline intrusion.  According to SIWRP, this impact may be considered positive if reasonable management and operation of the sluice system can minimise any adverse effects.
Negative impacts (mitigation measures are discussed in Section 4 on Sustainability) 

12. Whilst the decision made in 2002 to change sluice design to accommodate the farmers’ desire to cultivate was valid, there are areas within SMT where it has not been possible to properly separate fresh from brackish water, notably in Cau Ngang, Chau Thanh and Tra Cu districts.

13. Problems have also been found in the operation of Lang The and Can Chong sluices whose tasks are to i) prevent saline intrusion and supply fresh water during the dry season, and ii) to drain acidic water during the rainy season.  The achievement of these tasks has decreased average water levels inside the cultivated areas at high tide, making it more difficult to take water into the central areas.

Flow monitoring: O Mon - Xa No sub-project area 

It has not been possible to draw any conclusions regarding the impact of the new sluices since the construction programme is not complete, so no monitoring of the completed system could take place.  Up to late 2005, only two main sluices had been completed (in 2003) and were operational in the OMXN area.  Construction of the remaining one main sluice and the 55 secondary sluices was seriously delayed, not starting until late 2005 or early 2006.  By the end of 2007, construction of …  secondary sluices was complete, leaving the remaining …. sluices to be completed using GOV funding.  During sluice construction there were negative effects on water quality and flows, poor drainage in the flood season and a limited ability to take in water during the dry season.  However, these short-term effects were to be expected and should be eliminated once the system is complete and operational. 

Flow Monitoring: Quan Lo - Phung Hiep sub-project area 

Positive Impacts
14. Water levels have generally increased during the dry/low flow season, helping to increase supplies of fresh water and covering the surface of acid-sulphate soils, thus inhibiting the formation of acidic water. 
15. For shrimp farming areas, the desired goals have been achieved: flexible sluice operation has enabled better drainage of acidic water in the rainy season and provided brackish water for growing shrimp, though the original EIA did not address these effects as the purpose of the sluices was only to prevent saline intrusion.
16. As with parts of SMT, there are areas in QLPH, especially north of National Road 1A, where it has not been possible to properly separate fresh from brackish water.  According to SIWRP, this impact may be positive if reasonable management and operation of the sluice system can minimise adverse effects.
Negative impacts (mitigation measures are discussed in Section 4 on Sustainability)
17. Saline water regulation has limited the amount of fresh water that can flow from the Bassac River into the cultivated areas

18. Saline water regulation has also decreased water levels in the cultivated areas that help water from the Cai Lon River to flow into the canal system in the northern part of QLPH.

19. Some areas now experience conflict between the demands of fresh and brackish water cultivation, involving not only water quality but also water levels.

Water Quality Monitoring: all three sub-project areas 

20. Acidic water pollution has reduced in QLPH in recent years.

21. Surface water quality in all sub-projects has an average eutrophic level, with slight pollution by organic matter.  The main source of pollution is domestic wastewater.  Hence, surface water quality does not meet standards for domestic use.

22. Shallow groundwater also does not meet standards for domestic use, though the quality of deep groundwater is satisfactory in all 3 sub-project areas.

23. Water quality downstream of the sub-project areas is poor, especially downstream of QLPH where surface water is polluted by wastewater from aquaculture farming and processing (exacerbated by areas inside the sub-project that have been converted from rice to shrimp cultivation), and domestic wastewater from Ca Mau City. 

Final Recommendation     In their final report, SIWRP recommended an extension of the monitoring programme, preferably in conjunction with monitoring requirements for the proposed SCADA systems, so that the data acquired during the last 6 years may not be ‘lost’ but incorporated into the data base when the project is fully completed and operational.  It is hoped that MARD will agree to this recommendation and continue appropriate monitoring.  This is particularly important for surface water and groundwater pollution, especially in areas downstream of the sub-project areas.
6.  Fish Migration
Purpose of study    A 4 year US$ 82,000 contract for monitoring of fish migration was awarded to the Tropical Biology Institute (TBI) of HCMC on 22 March 2001; initial surveys started in May 2001.  The purpose of the monitoring was to estimate the effect that construction of new sluices had on natural fish migration, since fishing formed a large part of the local economy and could be adversely affected by the proposed modifications to the existing hydraulic systems.  This was of particular concern in the OMXN sub-project area where construction of the ring dike to reduce annual flooding would therefore also reduce the flood season fish catch. 
Initial monitoring results, 2001 - 2002

SMT    The monitoring results confirmed the return of the southern portion of the SMT area to a more saline community, much like it was before the construction of the water control system.  In 2002, improved fish production was noted by local farmers since technical design modifications were made to Cha Va and Thau Rau sluices.

QLPH    The monitoring results for QLPH were very similar to those for SMT.  The Bac Lieu and southern Tiep Nhat areas are a marine fisheries environment, as it was before construction of the water control system.  In contrast, the Ba Rinh-Ta Liem and Soc Trang portions of QLPH contain a freshwater environment, caused by the major salinity control structures built prior to this project.

OMXN    Some of the OMXN results appeared to contradict conclusions reached during project preparation regarding project impacts and required mitigation.  Annex VI of the 1998 FS-Update estimated the catch of the floodplain fishery at slightly more than 800 t/yr, but 2001 data indicated a total catch of 18,500 t.

The VRTC rice-fish programme (see 7. below) was planned to create an incremental amount of cultivated fisheries equal to the estimated loss of floodplain fisheries harvest.  This assumed that all households negatively affected by the loss of floodplain fisheries could participate in increased cultivated fisheries.  However, the 2001 TBI survey results suggested that there were up to 3,800 “landless” households living in OMXN that relied on floodplain fisheries for part of their income.  These households had a house and small garden plot, but no agricultural land.  Interviews with farmers and landless households in February 2003 suggested that 2% of the households in OMXN are “landless”, amounting to 960 households.

Since the original purpose of TBI’s work in SMT and QLPH had been removed by the land use change which allowed for the cultivation of brackish water shrimp as well as rice, monitoring work was stopped in SMT and QLPH and resources concentrated instead on these new fisheries issues in OMXN.

Further monitoring in OMXN sub-project area, 2003 – 2006    TBI’s work continued on estimating the fish catch in OMXN area, and in April 2004 they were assisted by an international fishery consultant, recruited under the PHRD Grant, to strengthen their fisheries monitoring.

Table 2.9 summarises the annual fish catch within the OMXN area.  In the opinion of TBI, the variations in annual catch are more a reflection of flood levels, rather than of sluice construction.  They also consider that the downwards trend in average annual catch (since 2001-2002) is linked to increased pesticide use, the use of some destructive fishing techniques, and loss of habitat due to development of new factories and industrial parks.

The discrepancy between the fish catch data in the 1998 FS update and TBI’s own 2001-06 data was 

	Table 2.9      Annual Fish Catch in OMXN Sub-project Area

	Year
	Annual Fish catch tonnes
	Notes

	1998
	800
	Annex VI of 1998 FS update

	2001
	18,500
	High flood level

	2002
	23,000
	

	2003
	10,560
	Low flood level

	2004
	??
	No data??

	2005
	15,545
	High flood level

	2006
	14,490
	Average flood level

	
	
	


examined by the international fishery consultant who made many observations, including the following:

24. The 1998 analysis was based only on flood season fish catches rather than the entire year – in 2003, half of the annual catch was caught outside the flood season.

25. Whitefish were excluded from the 1998 data (making an estimated reduction of 30% of the annual catch).

26. The 1998 report was based on the use of a limited selection of fishing gear.  TBI’s data shows that much improved fishing gear is now used, with corresponding increases in catch. 

Thus it appears that the figures estimated by TBI should be regarded as reliable.  However, the issue of the “landless” households was not addressed in TBI’s reports and IDA requested that an independent study be carried out to clarify these issues (see 8. below).

7. Rice-fish Cultivation Study 
Purpose of study     A US$ 45,000 contract for a rice-fish cultivation study in the OMXN sub-project area was awarded to the Vietnam-Russian Tropical Centre (VRTC) on 27 March 2001.  The aim of the contract was to promote the cultivation of fish and shrimp in rice fields, using demonstration farms, to offset the loss of flood plain fisheries due to construction of sluices and dikes, which were designed to reduce flooding in the OMXN area.  A target was set of 500 ha of rice-fish cultivation to be achieved by the end of 5 years.

Initial work, 2001 - 2002    VRTC started work in 2001 using three demonstration models (2 rice-shrimp, 3 rice-fish, and 2 rice-fish) in six households on a total of 5 ha.  Their field team provided technical knowledge and training to 70 farmers, including guidelines and breeding manuals for each model for distribution in the study area.  They also encouraged the formation of aquaculture clubs in the villages.  To draw conclusions, transfer technology, and expand the area to 100 ha, two workshops were organized with 80 interested farmers.  All three models were harvested between December 2001 and January 2002.  The most accepted model was “2 rice-shrimp”, and this was extended to other areas.

Further work, 2003 - 2006     As of December 2003 (3rd year), a total of 570 ha (representing 240 farmers) had been converted to rice-fish/shrimp farming, already exceeding the target of 500 ha originally set for the 5th year.  By the end of 2004 the total had risen to 920 ha and to 2,500 ha by the end of 2006, an area five times more than originally planned.  During 2005, VRTC’s programme was extended to include two new models – semi-intensive and intensive – for shrimp and fish cultivation.

Details of the rice-fish models tested are shown in Table 2.10.  The 1 Rice-1 Shrimp model was considered to have the most economic effect, even though its investment cost was high, but the 2 Rice–Carp model was adopted over a wider area as its investment cost was much lower than the rice-shrimp models, and therefore more suitable for many of the poorer people in the OMXN area.
The average productivity per crop for rearing shrimp and fish in rice fields tripled from 450 kg/ha and 500 kg/ha/crop, respectively, in 2001 to 1,200 kg/ha and 1,400 kg/ha , respectively, in 2006 as a result of the demonstration works and training programmes organised by VRTC, a highly successful outcome.
Table 2.10    Rice – Fish Cultivation Models in OMXN Sub-project Area

	Model
	Total investment cost per crop MVND/ha
	Net benefit per crop MVND/ha
	Average yield per crop kg/ha
	Notes

	
	2004
	2006
	2004
	2006
	2004
	2006
	

	2 Rice – 1 Shrimp
	29.50
	42.50
	29.10
	51.00
	600
	800
	

	1 Rice – 1 Shrimp
	41.00
	50.00
	42.60
	62.00
	850
	1,000
	

	2 Rice – 1 Fish (common carp, climbing perch, red tilapia)
	12.50
	16.70
	16.50
	38.00
	950
	1,200
	

	2 Rice – 1 Fish (featherback, snakeskin gourami)
	
	14.70
	
	38.00
	
	900
	Model introduced in 2005

	1 Rice – 1 Fish (featherback, snakeskin gourami, tilapia)
	
	12.70
	
	34.00
	
	1,300
	Model introduced in 2005



8.  Fishery Impact Study
A contract for assessing the impact of aquaculture on project benefits in OMXN sub-project area was signed with Can Tho University in late September 2006.  This study was carried out in response to the unresolved matters of the annual fish catch and the number of “landless” households referred to by the TBI fishery monitoring consultant.

Their final report, dated 31 May 2007, did report finding 147 households in Zone 5 of OMXN area who were professional fishers, but without agricultural land.  In general, they found that the average fish catch during the period 2001 to 2006 had declined, but not significantly.  The decline may be mitigated by the increased fish production in rice fields as a result of VRTC’s programme.

9.  Improvements to Irrigation Management

In each province the PPCs entrust water resources matters to a sub-department for water resources, this being part of PARD.  Sub-departments have no source of income and their activities are fully financed from the provincial budget.  Their own budget is not affected by the level of water fee levied or by the amount actually collected.  For day-to-day operation of water resources schemes, some provinces have established an Irrigation Management Company (IMC), reporting to the PPC or to the director of PARD
.  Such companies are supposed to operate as a business, with the irrigation service fee being the main source of income. The emphasis of their work is on operation and maintenance of sluices; PARD carry out the expensive canal desilting.

Under the terms of the DCA, each province was to establish an IMC during the project and in 2002-2003 CPO’s TA Consultants prepared IMIPs for each province (including Can Tho, before it was split into Can Tho City and Hau Giang province) which were approved by IDA and some of the provinces.  However, the provinces of Vinh Long, Kien Giang, Hau Giang and Can Tho City finally decided not to establish IMCs but to continue with the present arrangement of assigning O&M responsibility to the water resources division of the provincial DARD.  Only comparatively small areas of the project are located in Vinh Long and Kien Giang provinces, so this may have influenced the PPC decision not to establish IMCs. 

During the April 2007 Review mission, IDA asked CPO to proceed with compiling a final list of O&M equipment, after having received a no-objection from IDA on 26 March 2007.  This O&M equipment will form an important part of the irrigation management improvement plans.  However, CPO had not yet procured this equipment, as they wish to wait for completion of the hydraulic modeling works.

10.  Annual Tertiary Development Plans

The credit allows for a total of about US$ 8.0 M to be spent on tertiary development.  At MTR it was estimated that overall tertiary development was about 75% complete.  Due to delay in construction of the main and secondary system improvements, the remaining tertiary development had to be postponed.  

Following MTR, IDA concluded that preparation of annual Tertiary Development Plans was not needed, but rather a plan to incorporate existing farmer groups into O&M organisations – this was to take the form of an Irrigation Management Improvement Plan Phase II (IMIP II), to be presented to IDA by the end of 2004, and would involve the setting-up of pilot areas for farmer group participation in O&M management, and representation on IMC Boards.  After a review of the IMIP II report during the December 2004 mission, IDA decided to defer any further work on this activity, pending the results of the Hydraulic Modelling Studies. Since those studies were not completed until well into 2007, no further work has taken place.  

11.  Training

The PAD budgeted US$ 1.6 M for Training, of which US$1.2 M was to be financed by IDA.  The final total funded by IDA to December 2007 was US$ 636,000, just over half of the PAD provision.  Although the budget was under-utilised, a varied training programme was carried out throughout the project’s implementation period, comprising courses and workshops on topics such as procurement, resettlement, RWSS implementation, hydraulic modernisation studies, water resources management, construction management, and irrigation, on-farm water management, and O&M.  10 overseas study tours were held.  Participants in these training courses and study tours included staff from MARD, CPO, SIOs, DARDs, and PCERWASs.  More training courses could have been held during 2006, as the budget was available, but only an RWSS study tour to South Korea was organised.  Full details of the training organised between 2001 and 2007 is shown in Table 2E of Annex 2.

PHRD Grant

With IDA assistance, the GOV obtained a US$ 582,100 grant (PHRD) from Japan to strengthen project management.  Three aspects of the grant were eligible for funding; a) strengthening environmental management, b) improving resettlement monitoring and information dissemination, and c) promoting farmer participation in water management.  The Grant Agreement was signed by the SBV in June 2001.  The closing date of the loan was extended by one year from June 2003 to June 2004.  The grant was used to procure the following consultancies.

1. Supplementary Environment Monitoring
This contract was awarded to Consultants hired by SIWRP in late 2003.  The responsibility of the Consultants was to strengthen SIWRP’s present capabilities and provide further staff training to assist SIWRP in their on-going monitoring work.  They monitored water levels and water quality at some supplementary monitoring stations, and conducted surveys on biodiversity issues, which may be affected by project activities, such as forests (mangrove), aquatic species, and water birds.

They concluded that there were significant changes in hydrological regime, land use pattern and biodiversity, but it was unclear whether these changes were caused by project construction and operation.  Water quality was acceptable, compared to National Standard for Surface Water Quality, except coliforms, which seriously violated the standard.  Their key recommendation was to extend the monitoring programme in line with overall project construction progress in order to assess any impacts on environment and socio-economy caused by the project. 

2. Internal Resettlement Monitoring 
A contract to strengthen CPO’s Internal Resettlement Monitoring was awarded to the Hanoi Institute of Sociology in late 2002.  They provided two staff to work in CPO’s office to construct and maintain a data base for all aspects of resettlement monitoring, full details of households affected and compensation costs given.  This was successfully implemented.  When the PHRD contract finished, one of the staff continued on the project, working for the TA Consultants as their National Resettlement Expert - the continuity has been invaluable for the project.

3. Strengthening of Fisheries Monitoring
A contract was awarded in April 2004 to the Tropical Biology Institute (HCMC) for the strengthening of monitoring of the project impact on fisheries in OMXN sub-project, in which an international fisheries expert was recruited.  The work was recommended by IDA at MTR to resolve some aspects of data collection in which there was a major discrepancy between the estimate of annual flood plain fisheries catch in the PAD and by TBI in their regular monitoring contract. Further details have already been given in part 6 of Section 2.2.4.

4. Benefit Monitoring and Evaluation 

His contract was awarded to HEC-2 in late 2003 and was to collect agricultural data from the provinces so as to provide the basis for making an economic analysis of each sub-project area.  There were some inconsistencies in the data provided in their final report submitted to CPO in November 2004.  For instance, one major problem encountered was that the provincial DARDs collect data on a district basis, and the district DARDs collect it on a commune basis.  Therefore, it was necessary for the DARDs to abstract from their raw data only the communes located within the sub-project areas, a task which, it is suspected, was never systematically carried out, either by DARD or by HEC-2.

5. Strengthening of Institutional Management Capability and Promote Formation of WUAs
A contract was awarded to Vietnam Water Resources Research Institute in November 2003 to be used by CPO to strengthen its institutional management capability, and promote the formation of Water User Associations (WUAs) and farmer participation in irrigation management in the Mekong Delta. The objectives of the consultancy services were to; a) establish the structure, functions and current status of WUAs in each province of the project; b) discuss with established farmer groups, and with the provincial government staff, the future status and activities of WUAs, taking into account the increased water resources infrastructure, which is being built under the project, and; c) make recommendations for further action on promoting WUAs, and the required training of IMC staff.

1.6.5 Project Cost and Disbursement

The estimated final project cost is US$157.76 M, compared to US$147.6 at appraisal.  Disbursement data is presented in Figure 2.2, which shows that the planned peak disbursement rate of about US$ 2.5 M per month was never achieved - only about US$ 1.8 M per month since early 2005, after which the disbursement rate has been fairly constant.


Various factors were responsible for the delays and slow rate of disbursement, such as:

27. An initial delay of 8 months in approval of the project’s FS by the GOV, before which no budget could be released.

28. The slow rate of design approvals by MARD and procurement of civil works contracts,

29. Delays caused by resettlement problems at all stages of project implementation, particularly when contractors wanted possession of site to start work, but were unable to as households had not then been compensated.

30. Low contractors’ bids in 2001 – 2002, being about 60-80% of the project estimates on which the amount of IDA credit was based.

1.7 Net Present Value / Economic Rate of Return

A full account of the economic and financial analysis of the project is given in Annex 3.  Comparing costs and benefits over a period of 25 years, the estimated EIRRs for individual sub-projects range from about 12% for SMT (with the highest investment costs for main sluices and canals) to 37% for QPLH.  The overall Project EIRR is estimated as 18.3% with a net present value of about US$ 120 M.  The detailed EIRRs are summarized below in Table 2.11.

Table 2.11    Comparison of Economic Rate of Return between PAD, MTR & ICR

	
	PAD
	MTR
	ICR

	Sub-project Area
	EIRR
	NPV
	EIRR
	NPV 
	EIRR
	NPV 

	
	% 
	US$ M
	%
	US$ M
	%
	US$ M

	SMT
	31
	90.9
	12.4
	4.5
	12
	2

	OMXN
	28
	23.2
	24.3
	4.7
	23.6
	24.9

	QHPL
	NA
	54.3
	34.6
	63.7
	37
	105

	Total Project
	30
	168.4
	16.9
	72.9
	18.3
	120

	Sensitivity of EIRR for different project scenarios
	
	
	
	
	
	

	1. 15% decline in output prices
	NA
	NA
	12.6
	9.1
	NA
	-850

	2. 2-year delay in realization of benefits
	11.8
	NA
	13
	10.97
	18
	85

	3. 15% decline in output prices with 2-year delay in realization of benefits
	NA
	NA
	9
	-46.3
	NA
	NA

	Source: MTR report, June 2003 
Note: Discounted rate = 12 %


     Exchange rate: US$1 = VND 15,128 


The switching value on investment cost and O&M cost is 188 % (compared to 139% in the PAD).  This shows that the project is economically viable in the case of a total cost increase of 188%.
1.8 Financial Analysis

Table 2.12 shows the project cost summary at ICR stage, which is broken down by Government, IDA and beneficiary contributions. 

Table 2.12    Project Cost Summary

	
	Costs - MVND

	Project component
	Government
	IDA
	Beneficiary Contribution
	Total based cost

	I.   Improvement of Water Resources Infrastructure
	
	
	
	1,957,906

	 
SMT
	
	
	
	977,543

	
OMXN
	
	
	
	409,709

	
QLPH
	
	
	
	570,654

	II.  Rural Water Supply and Sanitation
	17,226
	266,589
	20,149
	303,964

	III. Institutional Support and Development
	-
	61,159
	-
	61,159

	Total
	
	
	
	2,323,029

	Note: Data updated up to 27 November 07
	
	
	
	


MAJOR FACTORS AFFECTING IMPLEMENTATION AND OUTCOME 

1.9 Factors outside control of Government or Implementing Agency 

Shrimp prices     In 2000-2001, the market value of shrimp increased steadily and caused a demand by farmers to change from rice to shrimp cultivation.  This required a change in the irrigation design rationale in the very early stages of project, causing procurement delays.  However, the change was necessary for the long-term effectiveness of the project’s investment.  The extent of the increase in shrimp prices could not have been foreseen during project preparation stage.  The impact on the project was a delay of 9 months in 2001 as civil works procurement was put on hold.

Steel price     The price of steel increased significantly in late 2003/2004, a world-wide problem caused by a reduction in the availability of scrap steel and the ever-increasing consumption by China.  Market prices had doubled from about 5 MVND/tonne in 2001 to around 10 MVND/tonne in 2004.  This caused serious financial problems for many civil works contractors, especially those who had bid low on steel unit rates, and they called for some kind of intervention by the GOV to compensate them.  In April 2004, GOV responded, instructing the Ministry of Construction to fix the steel price at 8.1-8.2 MVND/tonne.  The price has continued to rise and in March 2008 reached about 15 MVND/tonne, three times the price in 2001.  The impact has been an increase in the civil works cost of several million US$.

Resettlement demands by local people     Resettlement problems were numerous, caused by many factors such as disputes over land title, rates of compensation, and delayed taking-over of sites by civil works contractors.  This resulted in overall delays in project implementation (contractors finished their works typically between 3 and 18 months behind schedule) and increased project costs (both for civil works and resettlement compensation).

1.10 Factors generally subject to Government Control

Whilst the decision made in 2002 to change sluice design to accommodate the farmers’ desire to cultivate was valid, there are areas within SMT and QLPH where it has not been possible to properly separate fresh from brackish water, causing operational problems.  The results of this decision have been largely positive, in terms of the increased farmer income, but it may be that these operational problems were not properly addressed when the engineering designs were changed.

1.11 Factors generally subject to Implementing Agency Control

Insufficient consideration was given to potential resettlement problems at the design stage - numerous secondary sluice contracts had to be rebid or construction cancelled due to refusal of the local people to accept the designs, causing delays in completion of the sluices.  Site discussions at the design stage may have avoided these problems and their resulting delays in civil works completion, often by a year or more.

Other delays in resettlement implementation were due to financial problems, such as no allowance for unspent budget to be carried over to the next year and delays in release of the new budget.  This frequently occurred when contractors were on site and thus held up as appropriate compensation payments could not be made.  Although it is one of conditions of the RAP that compensation must be paid before contractors can start work, this principle was rarely met in practice as most resettlement programmes rarely kept to their scheduled targets. 

There were some problems with the start-up of the RWSS component in 2001 due to several factors, a) the time-consuming process of consultation to prepare the Clean Water Improvement Plans, b) the PCERWASs were unfamiliar with a community participatory approach, following the new national RWSS strategy, and c) the methods and procedures for disbursement and budget allocation took a considerable time, taking into account the procedures of the GOV and the WB.
Communications between CPO and the SIO/ICMB offices were frequently ineffective, despite many requests from IDA to improve performance.

There were considerable delays in CQ procurement of engineering design contracts during 2001 and 2002 due to the use of lengthy MARD procedures, instead of the simplified procedures allowed by the IDA.  Similarly, the awarding of consultancy contracts, and their extensions, took excessively long periods of time – many months, rather than weeks. 

One of the conditions in the DCA was that CPO should relocate to HCMC to more effectively manage the project.  However, this did not happen and the project was continued to be managed from Hanoi.

Many of the original CPO staff associated with the project since the start left in the period 2006-2007.  This caused a major problem with continuity and CPO were left with almost nobody who could give first-hand accounts of project implementation from the start in 2000.

CPO’s training programme, comprising courses and workshops, domestic and overseas study tours, only used about half of the budget allocated in the credit, which was disappointing.  IDA had commented in their April 2007 Aide Memoire about the lack of training organised during 2006, when only an RWSS overseas study tour to South Korea was organised.  They concluded that CPO spent more effort on organising overseas training while ignoring completely in-country training which would be more economical and cost-effective compared to overseas training/study tours.
SUSTAINABILITY

1.12 Rationale for Sustainability Rating

The investment in water resources infrastructure and improved rural water supply and sanitation facilities has yielded benefits, as shown in the economic analysis.  The project’s impacts will be sustainable, provided proper attention is paid to operation and maintenance (O&M) of the new infrastructure.  There are reasons for optimism; a) the GOV has a poverty alleviation policy in place, b) it has responded to the demands of farmers in the Delta to intensify and diversify agricultural production, including the promotion of aquaculture, c) it is keen to install computerised monitoring equipment to optimise sluice operations for maximum productivity and pollution reduction, and d) it has enthusiastically supported the RWSS programme which has yielded immediate and substantial benefits to nearly one million people in … communes in 11 provinces and which includes community participation in the O&M of the clean water pipeline systems, thus promoting ‘ownership’ of the systems by the communes.

1.13 Irrigation Management Companies (IMC)

The original project concept was to create sustainable IMCs by increasing water fees, and thus reduce the GOV subsidies necessary for them to carry out routine O&M operations.  However, this idea has only been seriously taken up in three of the project’s provinces (Tra Vinh, Soc Trang and Bac Lieu).  Full sustainability will only be possible once GOV subsidies are reduced or eliminated and the local people begin to see the project as ‘their own’, as asset to looked after and maintained.  However, as noted below in para. 4.4, since 1 January 2008 farmers are totally exempt from water fees, which are payable only by groups or enterprises, so it is likely that substantial GOV subsidies to IMCs will continue.  Although this does not necessarily imply a non-sustainable outcome, it does not follow one of the original objectives of the DCA on sustainability, so O&M activities and expenditure on new infrastructure should be carefully monitored and reports sent to MARD.

1.14 Water User Associations (WUA)

The purpose of WUAs is to promote greater involvement of the local communities in O&M activities at the field level.  Because of such involvement, a sense of “ownership” of the tertiary system should develop, instead of the farmers assuming that the GOV to take care of things.  In 2004, CPO’s TA Consultants carried out a Farmer Group survey in the project area.  The conclusion was that, pursuant to the Ordinance of Exploitation and Protection of Irrigation Works, there was insufficient qualification for the establishment of WUAs in any of the project’s provinces.  However, there a considerable number of Farmer Groups (13,200) of a wide variety of types, such as Credit Groups, Irrigation Groups, Fishery Groups, and Collective Production Groups, and 357 Agricultural Cooperatives.  The aim should be to upgrade the capabilities of such groups to become WUAs and a part of the overall O&M activities in the province, maybe being represented on the IMC Management Boards.
1.15 Water Fee Collection

One of the key project performance indicators was to double water fee collection by early 2002, based on a 1997 baseline of 17 BVND, as an indicator of increased provincial financial capacity to provide adequate O&M of project-created water infrastructure.   This target has never been achieved; it reached its highest value of 21.3 BVND in 1999, but since reduced to an annual value of below 10 BVND.
Under Decree No. 154/2007/ND-CP, dated 15 October 2007, from 1 January 2008 all farmers and individuals are to be exempt from paying water fees, but they will continue to be payable by bodies such as official Agricultural Collectives, Enterprises, and Industry.  Possibly this decision relates to Vietnam’s joining of the World Trade Organisation in January 2007.  This sudden loss of annual revenue from farmers in the project area (~10 BVND or US$ 600,000) may imply that the GOV has decided to increase subsidies to IMCs (from central or provincial sources) rather than having IMCs raise their own revenue, or perhaps a higher water fee rate will be levied on enterprises and industry to make up the shortfall.

However, this move by the GOV is in total contradiction to the original project objective of creating self-financed and sustainable IMCs in each province.  This is a matter which must be addressed to MARD and the IMCs during the ICR mission as it is a serious departure from one of the PAD objectives.
1.16 Operation and Maintenance (O & M)

Especially in the light of water fee collection policy, this needs detailed discussion with IMCs (TV, ST, BL) and WM/O&M depts in DARD (VL, CT, HG, KG).   I have asked CPO to write to them for details of O&M budgets and breakdown of actual expenditure for 2004 to 2007, prior to the mission’s visit.


1.17 Transition Arrangement to Regular Operations



It is important that the proposed SCADA monitoring equipment is procured and installed in the sub-project areas.  Once tested and calibrated, this will enable real time monitoring of water levels, flows and quality by coordinating sluice gate operation in the optimum way.  Due to the delays in appointing consultants, it is now too late for IDA to fund the purchase of all, or part, of the SCADA equipment.  According to CPO, it will all be procured by GOV funding, and it is important that the MARD do treat this work as priority investment in the operation of the sluices in each sub-project area. 
1.18 Conflict between Rice and Brackish Shrimp Cultivation

Whilst the decision made in 2002 to change sluice design to accommodate the farmers’ desire to cultivate brackish water shrimp as well as rice was valid, it has been reported by SIWRP in their final environmental monitoring report (2006) there are areas within the sub-projects where it has not been possible to properly separate fresh from brackish water, causing operational problems.  Brackish water shrimp need a minimum salinity of 5 mg/l, whereas rice can only tolerate salinity of up to 4 mg/l – thus there is a well-defined water quality conflict.
South Mang Thit
SIWRP reported such problems in Cau Ngang, Chau Thanh and Tra Cu districts.  These matter were discussed in March 2008 with staff from SIWRR, who have carried out the hydraulic modelling of SMT sub-project area.  They said a dike has been constructed within Cau Ngang district in the last few years, which separates the saline and freshwater environments, with a number of gated undersluices, roughly along the line of road QL53.  Parts of the dike have sections which can be breached to let out excessive flood water in an emergency.  Similar dikes exist within Chau Thanh and Tra Cu districts to separate the two zones.  In their opinion, the “conflict” reported by SIWRP is probably a desire by some farmers to be able to cultivate shrimp but the water regulation regime operated by Tra Vinh IMC does not allow saline water to flow inside the dikes.  All the saline area in Tra Cu is outside the SMT sub-project area anyway.
SIWRR staff agreed with SIWRP’s comments on the operation of Lang The and Can Chong sluices, which has decreased average water levels inside the cultivated areas at high tide, making it more difficult to take water into the central areas.  Fresh water supply is from the Mang Thit River directly into two main feeder canals, Cai Ca May Tuc and Tra Ngoa, which have been rehabilitated under the project.  Once the proposed SCADA system is installed and operational, it may be that the sluice operations can be finely adjusted to minimise the extent to which average water levels drop inside the cultivated area.
O Mon – Xa No
The saline-freshwater problem does not exist in OMXN sub-project area, where only freshwater shrimp varieties are cultivated, as well as rice and other upland crops.
Quan Lo - Phung Hiep
SIWRP had reported that a) saline water regulation had limited the amount of fresh water that could flow from the Bassac River into the cultivated areas, b) it had also decreased water levels in the cultivated areas that help water from the Cai Lon River to flow into the canal system in the northern part of QLPH, and c) some areas now experience conflict between the demands of fresh and brackish water cultivation, involving not only water quality but also water levels.
The matter of separating the fresh and brackish water zones was discussed in March 2008 with staff from SIWRP, who have also carried out the hydraulic modelling of QLPH sub-project area.  QLPH does have a much larger proportion of its area devoted to shrimp farming, compared to SMT.  Unlike the dike system in SMT, QLPH uses temporary earth dams in some canals, which are built and removed seasonally, depending on whether rice or shrimp is being cultivated.  Typically a dam would be built in the early dry season to store freshwater flowing into the system from upstream, whilst shrimp cultivation was in progress.  Once the shrimps were harvested the dams would be removed thus allowing the stored freshwater to flush out the saline ready for rice cultivation during the rainy season.  It was reported by SIWRP that MARD and PPCs have decided to build permanent sluices at strategic locations to separate the fresh and brackish water zones, to avoid the cost and disruption of temporary dam works.  The justification for this investment cost depends on how the provinces see cropping patterns and land use changing in the future.

According to SIWRP staff, in 70 ha of Hong Da district in Bac Lieu province, shrimp and rice are alternately cultivated in the same fields, with freshwater admitted for rice in the rainy season and brackish water for shrimp during the dry season.  Whilst this practice may yield good results for a few years, the long-term effects on degradation of soil quality must be considered also.
1.19 Civil Works Construction Quality
The general standard of construction work is considered to be of reasonable quality.  The concrete cast was generally durable, though in some cases sub-standard formwork resulted in an unsatisfactory surface finish, which detracts from the overall appearance of a structure.  Gabion works were mostly carried out successfully, and it was pleasing to note that all contractors used gabion wire coated with PVC to prevent corrosion.  Some innovative construction methods were also noted, such as on Thac Ong Thuc dike in OMXN where the existing earthen road was raised by excavating the clayey material to form two side bunds and then filling the trench with sand pumped in from a barge, thus avoiding any encroachment on neighbouring households’ land. 

1.20 Pollution

Acidic water pollution has reduced in the QLPH sub-project area in recent years, which is a positive and successful effect of the improvements to the water resources infrastructure and their current operation.


Surface water quality in all sub-projects has an average eutrophic level, with slight pollution by organic matter, the main source of pollution being domestic wastewater; thus its quality does not meet standards for domestic use.  However, SIWRP’s monitoring results from 2000-2001 indicate surface water quality below acceptable levels, with domestic waste water being the chief polluter, so surface waters were already below domestic use standards before the project started.  A major success of this project has been the RWSS component; constructing clean piped water systems, deep wells, water filters and rainwater jars to improve people’s access to clean water.  With such infrastructure available, there is no need to use canal water for domestic uses, thus improving the health and productivity of the local population.
Shallow groundwater also does not meet standards for domestic use, though the quality of deep groundwater is satisfactory in all 3 sub-project areas.  Provision of deep wells, under the RWSS component, as noted above, removes the need for people to using shallow groundwater.
Water quality downstream of the sub-project areas is poor, especially downstream of QLPH where surface water is polluted by wastewater from aquaculture farming and processing (exacerbated by areas that have been converted from rice to shrimp cultivation), and domestic wastewater from Ca Mau City.  The construction of a waste water treatment plant for Ca Mau City should be an urgent priority of the PPC.  However, given the existing saline environment of the area outside QLPH, south of Highway 1A, and the amount of land increasingly being converted from rice to shrimp farming, it is difficult to see how surface water quality might be improved in that area.  A programme of heavy flushing during the rainy season may mitigate the problem.  Monitoring of the amounts of chemicals used by shrimp farmers may show whether they are using excessive amounts (which do not improve yields), and thus some reduction may be achievable by an education and training programme through agricultural extension. 
WORLD BANK AND BORROWER PERFORMANCE

1.21 World Bank Performance

1.21.1 Lending

IDA showed considerable understanding of the way that implementation of the project progressed in the Mekong Delta by being realistic and flexible in the use and terms of the credit, as follows:

31. In early 2001, IDA agreed to retro-finance 9 engineering design packages, worth about US$ 265,000, that had been completed prior to the loan being effective.

32. At MTR in June 2003, when physical progress and disbursement were only 22% and 17%, respectively, IDA agreed to a 2-year extension of the credit so that the benefits of the investments being made could be realised. 

33. In October 2006, IDA agreed to a further 6 month extension to the end of 2007 when it became clear that, despite the optimism at MTR that all works would be completed by June 2007, 100% completion could not be achieved in some on-going contracts, completion of which was required to realise benefits.

34. When it became clear by MTR that implementation of the original scope of the water resources infrastructure component was not possible, IDA agreed to divert some US$13 M of the credit from this component for two extensions of the very successful RWWS component, thus benefiting about a further 500,000 of the rural population. 

1.21.2 Supervision

MARD/CPO were highly appreciative of the attention paid by the IDA staff to this project during their supervision missions, which took place approximately every 6 months.  Procurement procedures were the most unfamiliar aspects of the project in its early stages, especially for the RWSS component and IDA took special measures, by funding training courses and production of a procurement manual, to ensure that the PCERWAS and Women’s Unions fully understood the procurement procedures to be implemented. 

1.21.3 Overall World Bank Performance

MARD/CPO consider that the overall performance of the WB has been highly satisfactory, appreciated by all parties and implementing agencies in Hanoi and the provincial authorities in the Mekong Delta.  Of particular benefit for close cooperation and quick feedback were the supervision arrangements during last 2 years of the project when it was supervised directly by the resident staff of the WB Mission in Hanoi. 

1.22 Borrower Performance

1.22.1 Preparation

The Borrower’s contribution to project preparation is rated as satisfactory.  Project preparation took place between 1998 and 1999 and was part of an on-going process of the development of water resources and irrigation infrastructure in the Mekong Delta.  During this preparation phase maybe the effect of the change from rice to shrimp cultivation had not been anticipated, and the corresponding effect on the clash between farmers who wanted to retain rice cultivation and those who wished to change to shrimp farming.

1.22.2 Government Implementation

The performance of the GOV is rated as average, considering the experience of IDA implementation procedures already gained during the Vietnam Irrigation Rehabilitation Project (Cr. 2711 –VN) from 1995 to 2003.

Coordination between MARD and the provincial authorities was not always satisfactory and the provinces continued to exercise a high degree of autonomy in their dealings with central government, as is their right.  Of particular note was the attempt to impose loan conditions by raising water fees and changing to IMCs – the provincial authorities were in no hurry to meet these conditions and in some provinces the situation has not changed since the project started. 

Timely release of the counterpart contributions has also been a problem, impacting on the resettlement programme, which in turn impacted on contractor progress.

An unwillingness by MARD to engage consultants to carry out some extra tasks required by IDA has also been noted, such as a re-evaluation of the feasibility study for OMXN recommended at MTR.
1.22.3 Implementing Agency

The performance of MARD/CPO is rated as average, considering the experience of IDA implementation procedures they had already gained during the Vietnam Irrigation Rehabilitation Project (Cr. 2711 –VN) from 1995 to 2003.

1.22.4 Overall Borrower Performance

At MTR, when only 17% of the credit had been disbursed, overall performance was clearly below the level required to complete the project on schedule.  However, with a 2½ year extension, the project has been successfully completed, so the overall borrower performance may be rated as average.

LESSONS LEARNED

Rate of disbursement     The maximum disbursement rate achieved under the project as about US$ 1.8 M per month. Despite all assurances made by MARD to IDA that future disbursement would increase, the historical record shows that the realistic level of disbursement capacity should not be assumed any higher than this figure.

Resettlement budget    Timely release of budget for resettlement should be a priority.  Flexibility in the use of the budget is also an important factor for timely implementation, especially in allowing unused budget to be carried over into the next financial year.

Capacity of CPO should be improved    This is especially true for future projects – towards end of this project, staff numbers were reduced, as noted by IDA during their 2006 supervision missions.
Contract awards    Although it may be attractive to select the tenderer who submits the lowest bid, experience has shown that a more cost-effective method would be to award the contract to a more competent contractor who has bid a higher price.  Contractors who bid very low will almost certainly run into difficulties in financing their work, may not have experienced labour, and may cost the Client more in terms of delayed completion or rebidding of the work, as happened on 12 of the 76 contracts. 

Appropriate civil works designs    There were several examples on this project of inappropriate designs, which caused additional costs and delays.  Dikes in OMXN were initially planned to be built behind the housing (which adjoins the canal bank), which would have required much agricultural land to be acquired and would not have protected the housing.  Implementation went so far as design and tendering but could not proceed further as resettlement compensation could not be agreed.  The solution, finally, was to simply raise the existing village road through the housing area, a cost-effective solution (see Section 4.2) which had not been originally suggested as it was deemed to be too disruptive.  The planned location of several secondary sluices had to be changed after the tenders were awarded since the local people refused site access to the contractors.  More site consultation with local people may have avoided unnecessary time spent on design and tendering by choosing a better, less obstructive, location, or by using a different type of construction technology.  The lesson to be learned is to always carry out extensive site visits and discuss with the local people before deciding on a particular design and its location.

Mekong River Basin Organisation    
 The Mekong RBO was set up between 2001 and 2003, as previously described, but now functions on a small annual budget of US$12,500, clearly insufficient for it to play a leading role in water resources management issues.  It is still under the control of MARD, and it is understood that the GOV has not yet decided whether to move all RBOs to the Ministry of Natural Resources and Environment (MONRE), as proposed several years ago.  Had some definite decision been made back in 2003, one way or the other, it is likely that the Mekong RBO would have been in a much stronger position, with more budget, and have become a major influence in the management of the Delta’s water resources.  This was IDA’s reason for including it as one of the DCA’s legal covenants.
ANNEX 1

Project Costs and Financing

Excel tables on     Borrower’s ICR Draft – Annex 1&2.xls
Table 1A
Project Cost Summary (US$ million)

Table 1B
Project Financing Summary (US$ million)

Table 1C
Summary of Disbursement (SDR million)

Table 1D
Project Procurement Summary (US$ million)
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ANNEX 2

Outputs by Component

Excel tables on     Borrower’s ICR Draft – Annex 1&2.xls
Table 2A
Project Outcome Indicators

Table 2B
Output/Results Indicators

Table 2C
Land Acquisition

Table 2D
Project Affected Households

Table 2E
Summary of Domestic/Overseas Study Tours, TA and Training Completed
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ANNEX 3

Economic and Financial Analysis

See Word File    Borrower’s ICR Draft – Annex 3.doc 

ANNEX 4

List of Supporting Documents

LIST OF SUPPORTING DOCUMENTS

Below is a list of the relevant documents, some referred to in this ICR, from which an assessment of the project outcomes and impacts has been made.

1. Project Appraisal Document (PAD), World Bank, 15 March 1999.

2. Project Implementation Plan (PIP), World Bank,  25 February 1999.

3. Development Credit Agreement dated  3 August 1999, and Amendments Nos 1 and 2, dated ….... 2003 and ……….. 2007, respectively.

4. Project Feasibility Study, GOV, approved 8 June 2000.

5. Advisory Monitoring on Fish Migration, Final Report (2001-2007), Institute of Tropical Biology, HCMC, March 2007.

6. Development of Integrated Rice-Fish Farming, Final Report (2001-2006), Vietnam-Russia Tropical Centre, Hanoi, May 2007.

7. Socio-Economic Impacts of Fish Losses in the O Mon – Xa No Sub-Project, Can Tho University, College of Aquaculture and Fisheries, Can Tho, 31 May 2007. 

8. Environmental Monitoring Network, Final Report for 200-2006 period, SIWRP, HCMC, June 2007.

9. Final Report on Resettlement Independent Monitoring and Evaluation of Resettlement Plan Implementation, Institute for Environment and Sustainable Development, Academy of Social Sciences of VN, Hanoi, June 2007.

10. Establishment of Monitoring and Evaluation (M&E) System, Final Report, 2nd Base of Water Resources University, HCMC, October 2007.

11. Procedures of Operation and Management for South Mang Thit Irrigation System, SIWRR, Hanoi, June 2007.

12. Temporary Procedures of Operation of O Mon – Xa No Hydraulic Works System, Water Resources University, HCMC, October 2007.

13. Operational Procedure of Quan Lo – Phung Hiep Hydraulic Works System, SIWRP, HCMC, October 2007.

ANNEX 5

Additional Information

See Word File    Borrower’s ICR Draft – Annex 5.doc 
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