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Background

1.
Vietnam’s forests have high biodiversity value and are home to many rare, endangered and endemic species. Many of the country’s forests are recognized as having global biodiversity importance. Only 27% of the original forest cover remains and much of this is degraded and fragmented. The remaining forest areas cover a wide range of habitats across 13 distinct eco-regions and harbor many endemic and globally threatened species such as tiger, elephant, gaur, endangered gibbons and five endemic primates, as well as many threatened and endemic birds, other vertebrates and plants. Vietnam’s forests lie within WWF’s Globally Important Ecosystems and overlap with several Endemic Bird Areas. Forests also play a central role in the livelihoods of the rural population, supplying most of the energy they use and acting as a safety net for rural poor who harvest various forest products, such as poles and medicinal plants, both for subsistence use and cash. Forest lands also provide critical environmental services in the form of water supplies and flood protection for downstream communities and infrastructure.
2.
Administratively, forest land is divided into three categories: production forests, protection forests and special use forests. Production forests are earmarked for exploitation in compliance with approved management plans. Protection forests are designated to protect land and water resources in critical areas. Special use forests are conservation areas, including nature reserves or national parks, maintained primarily for biodiversity conservation. The first national park in Vietnam, Cuc Phuong, was created in 1962. The current protected area network covers more than 90 sites, totaling over 1.3 million hectares and including sites of historical interest as well as areas of high biodiversity value. A new conservation planning exercise undertaken by the Forest Inventory and Planning Institute (FIPI) and Birdlife International recommends designation of another 600,000 ha of forests as special use forest areas, to ensure representation of all major ecosystem types; the inventory identifies 100 existing and proposed terrestrial conservation areas of  high biodiversity value.

3.
The capacity of the remaining natural forest to provide environmental services continues to decline, despite GoV’s commitment to conservation and reforestation programs. Widespread deforestation has reduced the natural forest cover from 14.3 million ha in 1943 to 9.4 million ha, or 29%, in 1998.  Forest loss, degradation and fragmentation are destroying valuable habitats and putting many bird species and mammals at risk of extinction. Sixteen different primate species, four large animals (gaur, banteng, tiger and Asian elephant) and 25 bird species have become threatened. The root causes of deforestation and forest degradation are rural poverty, shortage of arable land, inadequate land use and tenure policies, and limited institutional capacity. The rural population of 58 million is growing by 2% per year, squeezing cultivable land per person and forcing people to clear forests, often through slash and burn agriculture. Although this is a traditional practice in hill forests, increasing population pressure is leading to shortened swiddens and overall  loss of natural forest. An estimated 25 million people use forest resources to meet their subsistence needs and obtain market goods. The capacity of government agencies to manage and protect forests is limited, and the institutional and policy frameworks are complex and top-down.  Most forest lands do not have designated managers. Tenure insecurity and distorted policies and markets limit local peoples’ incentives to sustainably manage and protect forests.

4.
The proposed Forest Sector Development Project (FSDP) seeks to address the forest management- related root causes of forest loss through policy and institutional reform, market reform, improved land classification and allocation, especially of forest lands in key provinces, and investments to increase production of locally grown timber on suitable lands by a range of smallholders, including farmers and other private and public stakeholders. These efforts will help to meet Vietnam’s commercial needs for wood and forest products and reduce pressure on natural forests within Vietnam and in the broader Indochina region. As part of the land use planning and allocation exercise in project provinces, it is expected that new forest areas of high biodiversity value will be designated as special use forests, including areas proposed by FIPI and Birdlife International. Many of the new, proposed and existing conservation areas have little or no funding or management capability. One component of the FSDP, to be funded by the GEF, will address this need by establishing a new grant funding mechanism, on a pilot basis, to award small, multi-year grants to key conservation areas that are currently not receiving any external financial support and are unlikely to receive any support in the foreseeable future to implement a core package of management activities and to turn these ‘paper’ parks into areas actively managed for biodiversity conservation.  

Project Objectives

5.
The goal of the project is to contribute to the sustainable management of forests to protect biodiversity, alleviate poverty in rural areas and enhance the contribution of forestry to the development of local and national economies. The objectives of the project are (a) to bring forest land under more efficient management and increase sustainable wood production to meet market and households needs, and (b) to maintain globally important biodiversity and secure environmental services by bringing priority special use forests that do not currently receive and are unlikely to receive any external financial support under more efficient protection and management. The first objective will be achieved by improving policy and legal framework for sustainable forest development; supporting land use planning, forest land classification and allocation in selected provinces to households, communities and other forest managers; improving technological capacity in wood growing; and supporting investments in forestry.  The global environment objective will be achieved by re-allocation of biologically important forest areas as special use (conservation) forests and by establishing a conservation fund, which will pilot a new financing mechanism, on a competitive basis, to provide start-up support for implementing and improving management of special use forests of high biodiversity value that do not and will not receive any external financial support.

Summary Project Description

6. 
The baseline scenario and problem statement includes a series of donor and government-financed activities in the forestry sector, especially focusing on pilot projects, which address conservation, integrated watershed management and some small initiatives to improve forest management and pilot certification schemes. Major challenges within the forestry sector remain, including policy and institutional challenges to sustainable forest management and biodiversity conservation and effective implementation of new policies. If the recommendations of the Forest Inventory and Planning Institute (FIPI) and Birdlife International were implemented, almost 2 million ha or 16% of Vietnam’s forests would be protected, compared with the current 1.3 million ha. Most of the protected areas exist mainly on paper; they have not been physically demarcated and do not have management plans. The integrity of many special use forests is suffering due to the fact that they have been encroached upon. Capacity within Ministry of Agriculture and Rural Development (MARD), and district and province services to effective manage special use forests is limited. This capacity is further constrained due to little coordination between park cores and buffer zones. A key challenge will be to bring under-staffed and under-funded special use forests under effective management.

7.
The donors and GoV are collaborating as partners in the Forest Sector Support Program to pursue sustainable management of forests and conservation of biodiversity. The Forest Sector Support Program includes 20 donors and NGOs as well as GoV and is undertaking an overall forest policy review and forest sector support program to  identify necessary policies and institutional reform, projects and programs to ensure sustainability and conservation in the forestry sector; this will include new legislation and policies relevant to biodiversity conservation as well as sustainable forest management. As part of that collaboration the Bank will address some of the policy, land reform and production issues through the IDA-funded components of the FSDP, focusing on the forestry sector within three key provinces. Other donors are likely to provide support for some watershed protection and conservation projects, focusing on individual sites. At least 12 priority sites are already receiving donor assistance through integrated conservation and development projects from various donors, including the UNDP-GEF project. Nevertheless there are now more than 180 proposed new and existing special use forests (conservation areas). Despite their designation as special use forests, the conservation and management of natural resources in these areas of high global biodiversity is weak or non-existent due to lack of operational funds and capacity. Under the baseline scenario, many of these, including key sites in a representative protected area network, would remain unfunded and be merely ‘paper’ parks. 

8.
The FSDP is likely to consist of the following components, to be implemented over a five-year period:

(a) Forest Policy and Institutional Reform. This component will provide technical assistance to assist the GOV in reforming government policies, legislation, financing and information systems to create an enabling environment that promotes development of commercial timber production, involving smallholders, communities and industries, to reduce pressure on natural forests and meet domestic needs. Support will be provided for (i) capacity building and studies to improve policy framework, functioning of the markets and the efficiency and accountability of forest sector management; (ii) SFE reform in selected project provinces including development of models for restructuring, preparation of business plans, training of staff; (iii) review of land policies and legislation, including policy to support the reclassification of unused forest land to agricultural land and biologically important areas as conservation areas ; (iv) development of a price and market information system; (v) development and implementation of a decentralized forestry financing mechanism; and (vi) building up capacity in administration, planning, and M&E. 

(b) Forest Land Allocation and Land Use Planning. This component will provide support for land reclassification, land allocation; planning systems and guidelines, building up related capacity and implementing forest land allocation in target provinces. Provincial land-use planning and allocation will also help in reforming SFE landholdings and in identifying and demarcating critical special use (conservation) and protection (watershed) forests as well as identifying appropriate lands for production forestry and agriculture. It is expected that this will help in improving the efficiency of resource allocation and have a positive impact on sustainability of land use even in areas where project’s forest development interventions will not take place. 
(c) Sustainable Forest Development and Management. This component will support establishment of forest plantations and promotion of small-scale tree growing by farmers, communities, mass organizations and private sector, based on different cropping systems, including fast-growing plantations, mixed forestry-agriculture crops, and fruit trees. In addition, special attention will be paid to improving productivity of already existing plantations and using natural regeneration as a method of tree crop establishment in selected areas, especially in critical watershed areas.  Promoting natural regeneration and protection of natural forests will maintain  biodiversity conservation and wildlife corridors and refuges outside the protected area network. Support will be given to improving plantation productivity through strengthening extension services and research and providing credit in target provinces. Assistance will be targeted at areas, which are best suited for forest development within a framework provided by province and district land use plans. Support will be provided to turn selected SFEs in target provinces into financially self-sustaining, accountable and transparent businesses focusing on sustainable forest management and protection as part of the provincial SFE reform process. Potential for forest certification will be assessed, including social and biological parameters. 

(d) Project Management. This component would facilitate efficient project implementation and coordination and collaboration with various government agencies at central, provincial and district levels as well as undertaking project monitoring and ensuring effective collaboration and cooperation with other partners in the Forest Sector Support Partnership. 

In combination these components will ensure that forest land is allocated for best uses (conservation, watershed protection, sustainable management, plantations and agriculture), that  forest conservation and management efforts are targeted at priority areas in selected provinces, and that incentives for adopting sustainable forest management and conservation practices are created by improving security of land tenure, promoting alternative land use opportunities (such as community plantations) and through the functioning of land markets. Thus the FSDP project will address the root causes of biodiversity loss. A fifth component: Conservation Fund for Improving Management Effectiveness of Protected Areas. 

9. The GEF Alternative The IDA-funded components of the project (components a-d) can already be expected to generate substantial benefits for biodiversity through policy dialogue, re-allocation of  biologically important SFE lands as conservation areas  and through promotion of natural regeneration and natural forest maintenance as part of  forest management and plantation strategies. Nevertheless any newly designated conservation areas, established either under the FSDP or in response to the FIPI/Birdlife plan to establish a representative protected area network would remain essentially ‘paper’ parks without additional staff and funding. The GEF component - Conservation Fund for Improving Management Effectiveness of Protected Areas - would address this need by  establishing  a pilot fund to provide small but reliable grant financing, on a competitive basis, for forest areas of high biodiversity value countrywide which are not receiving any external support. These grant funds would initiate management planning and capacity building activities and test different management models in new or existing special use forests (conservation areas).  Resources would be modest, to be commensurate with absorptive capacity and likely levels of matching and follow-on government investments. The activities will include: (a) establishing an institutional mechanism for administering the fund and screening proposals; (b) establishing eligibility criteria, including biological, environmental and social criteria; (c) preparation of an operational manual and accounting and monitoring systems; (d) establishing criteria and standards for additional performance awards for areas and individuals; (e) providing training and technical assistance to grantee management boards, including preparation of training modules; and (f) establishing an independent monitoring and evaluation panel to assess impact on management effectiveness and biodiversity conservation at selected sites. 

10. 
The fund would be a sinking fund with small grants awarded to biologically important areas for one to three years according to management needs and to pilot different management models. The fund would be linked to, and complement, existing government institutional and financing mechanisms at the provincial level. Eligibility criteria would include proof of government commitment (e.g. designation of area and government budget) and availability of associated technical assistance to provide support to the management board for proposed activities. A parallel grant fund, co-financed by bilateral donors, would provide complementary technical assistance from conservation NGOs and other qualified in-country partners, selected according to proven expertise and relevant experience in Vietnam.  The GEF financing would be additional and complementary to GoV, provincial and TA funding.  It is expected that some 20-30 priority areas could benefit from grant packages during the course of the project. The sinking fund would be open-ended and could be replenished, based on evaluation of performance. It is expected that if this pilot funding model proves effective, bilateral donors will be keen to maintain this channel to disburse resources to important conservation areas, thereby contributing to financial and institutional sustainability of those areas.  One important task for the fund managers will therefore be to demonstrate its impact and cost-effectiveness and to mobilize additional donor co-financing to sustain it after the initial GEF support is exhausted.

Table 1:  Estimated Project Cost and Tentative Financing Plan

	Component
	Indicative Costs

(US$M)
	% of Total
	Bank-financing

(USM$)
	GEF financing (US$M)

	1. Forest Policy and Institutional Reform

2. Forest Land Allocation and Land Use Planning

3. Sustainable Forest Development and Management

4. Conservation Fund for Improving Management Effectiveness (GEF)

5. Project Management
	7

25

35

10

3
	8.7

31.2

43.8

12.5

3.8


	5

18

25

--

2
	5-7

	Total Project Costs
	80
	100
	50
	5-7 


.

Note: These initial estimates need to be validated during the preparation mission. Vietnamese contribution and possible bilateral grant co-financing of some components (e.g. Forest Policy and Institutional Reform) or sub-components will also need to be decided. The assumption here is that counterpart financing will be US$20 million and there are no co-financing arrangements. The GEF contribution will be determined during detailed project preparation consistent with need and absorptive capacity

GEF Eligibility, Program Conformity and Consistency with Convention Guidance

11. Vietnam ratified the Convention on Biological Diversity on the 16th November 1994. The proposed project is consistent with the GEF’s Operational Strategy, and with its Operational Programs 3 (Forest Ecosystems) and 4 (Mountain Ecosytems), in that it will support strengthened protection and management of globally important montane forest ecosystems. The project is also consistent with OP 12, Integrated Ecosystem Management and addresses the issue of land degradation, because it will promote cross-sectoral land use policy, planning and management to ensure better forest classification and use. This will enhance the protection of environmental services, including biodiversity and critical watersheds, and will promote the reforestation of unproductive lands to meet forest production needs. Many of the special use forests eligible to benefit from the proposed conservation fund lie in remote border forests along international boundaries. Strengthening their management will also contribute to transboundary conservation efforts as part of an ecosystem approach to conservation within Vietnam to its ensure cost effectiveness and harmony with existing administrative and institutional structures. It will be tested on a pilot basis and could be replicated to more protected areas and other ecosystems within Vietnam if it proves effective. Such a financing mechanism could also prove to be useful for forest conservation  elsewhere in the Asia region, especially if linked to local commitment and environmental performance.

12. The overall project responds to COP guidance by promoting economic incentives and appropriate land tenure and land use to improve forest management. The GEF component addresses the key issue of  sustainability (raised in the GEF Biodiversity Program Study and other evaluations) by establishing an open-ended sinking fund to provide modest grant funds to priority conservation areas to create a minimal level of core management capacity. The fund will be simple and consistent with levels of funding and institutional mechanisms already in operation.

Consistency with National and Global Priorities for GEF Support 

13.
The project is consistent with the National GEF Strategy (2000), draft Forest Development Strategy (2001), and the priorities established by the Forest Sector Support Program partnership, which includes the GoVN, represented by MARD, and major donors. The proposed conservation activities address priorities established in the National Biodiversity Action Plan and the National Environmental Action Plan concerning conservation of forests critical for biodiversity and environmental services. The letter of endorsement from the GEF Focal Point is attached.

14.
The proposed project will support the conservation of biodiversity in priority protected areas within a bio-geographical region that is recognized as globally important. Vietnam’s forests are included within WWF’s 200 Globally Important Ecoregions and the Indochinese Hotspot, and are recognized as a critical ecosystem by Conservation International. Vietnam’s forests harbor many rare and endemic species and form part of a recognized center of endemism. Vietnam’s endemic species include Vietnamese pheasant Lophura hatinhensis, the Tonkin Snub-nosed Monkey Pygathrix avunculus, and Edward’s Pheasant Lophura edwrdsi and in addition there are several species endemic to Indochina such as Douc Langur Pygathrix nemaeus, Crested Gibbon Hylobates concolor and Owston’s Palm Civet Chrotogale owstoni. The GEF interventions will focus on sites, habitats and species recognized as threatened and globally significant that are not currently receiving any external financial support and have no immediate prospect of receiving such support through other existing or planned projects. 

Linkages to the World Bank’s Country Assistance Program

15.
The overall project is consistent with the main goal of the Bank’s CAS of assisting Vietnam in poverty reduction and promotion of equitable growth. The CAS strategy has been broadly arranged around a seven-point agenda, three of which would be addressed by the proposed project: (a) reforming state owned enterprises; (b) accelerating rural development and increasing environmental protection; and (c) improving public administration, transparency and participation. The project will help in reforming State Forest Enterprises in target provinces by helping the unviable ones to dissolve themselves and assisting the viable ones to become financially self-sustaining and environmentally responsible businesses. The project will enhance rural livelihoods and protect natural resources by accelerating forest land allocation and enhancing security of land tenure, generating off-farm employment in wood production and harvesting, improve management of natural forests, increase access to rural finance, improve provision of extension and research services, and strengthen the management of selected special use forests. The project will also enhance transparency and accountability in the use of funds for forestry development and biodiversity conservation. The proposed project is consistent with the Bank’s Rural Development Strategy and the GoV’s Interim Poverty Reduction Strategy Paper. The project contributes to the following objectives and activities outlined in the Interim Poverty Reduction Strategy: (a) promoting economic growth and development; (b) creating a fair and competitive business environment; (c) adopting appropriate land policies; (d) SOE/SFE reform; (e) supporting SME sector development; (f) diversifying the rural economy; (g) combining economic development with protection of the environment linked to the objective of hunger eradication, poverty reduction and improving the people’s living environment; and (h) strengthening the ability of the poor to access credit.  The FSDP will complement other Bank projects under implementation in Vietnam including the Forest Protection and Rural Development project in the Central Highlands and the Coastal Wetlands Protection and Development Project in the Mekong Delta. 

Linkages with existing WB/GEF Projects and other IA and EA Activities

16.
The proposed GEF component will complement the Bank’s GEF  MSP projects which provide support through NGOs to important protected areas (Cuc Phoung and Hon Mun MSPs) and UNDP’s current GEF biodiversity portfolio (UNDP/GEF PARC project which supports three protected areas)  by extending GEF support to a larger number of protected areas but on a much smaller scale per area.  Vietnam’s current GEF portfolio, as well as other Bank and bilateral funding (e.g. IDA-funded Forest protection and Rural Development project) supports a few, selected protected areas that already have basic management capacity and are assisted by a conservation NGO or bilateral lender.  These should become national protected area management show-cases.  However, these projects are benefiting only a small fraction of Vietnam’s 180 current and proposed protected areas.  The vast majority are simply “paper parks”, which have not been demarcated and have no management plan or management capacity.  The proposed GEF component will start to fill that gap by providing small-scale support to protected areas of biological significance that have potential for effective conservation but which have not received any external support to date. It will also provide a financing mechanism to kick start newly-created areas which will improve the representativeness of the national  protected area network.   It will be closely coordinated with the Vietnamese components of the proposed UNDP/GEF/EU regional tropical forest conservation program, which will provide similar modestly-scaled forest management support through the UNDP Small Grants Program framework.

Coordination with Other On-Going and Proposed National Programs 

17.
Project implementation will be coordinated with the National Environment Action Plan, which is now under preparation. The preparation team will ensure cooperation and coordination with the 5MHRP Partnership and the evolving Forestry Sector Support Program (FSSP). During project preparation, possibilities for linking project implementation and area selection to non-forest management programs, like the Remote Poverty Communes Program (Decree 135), and an umbrella program on Hunger Elimination and Poverty Reduction (HEPR), which targets very poor districts and households, will be assessed. The landuse re-allocation programs will be coordinated with provincial land allocation programs being assisted by GTZ. The project preparation team will also identify the most relevant on-going conservation projects with which coordination is essential and cooperation is considered to be useful.

Responsibility for Project Preparation and Implementation

18. 
Primary responsibility for coordination of the preparation and implementation of the FSDP, and its conservation component lies with the Ministry of Agriculture and Rural Development (MARD), especially Department of Forest Development, in collaboration with the International Cooperation Department and the Forest Protection Department. Planning and development of GEF activities will be undertaken in full collaboration with other relevant government agencies e.g. GDLA and Ministry of Science, Technology and Environment (MOSTE) at national, provincial and district level involving also communes and communities in the planning process through stakeholder consultations. MARD will be responsible for facilitating consultations with the above agencies and also with research institutes, universities, NGOs and mass organizations during the preparation process.

Stakeholder Involvement and Consultation

19.
Some of the main stakeholders, who will be involved in the preparation and implementation of the conservation component, are MARD, DARD, GDLA, MOSTE, PPCs, selected universities and research institutes (depending on the selected area), SFEs, districts and communes, local communities, and several international NGOs, including WWF, Birdlife and IUCN. In order to gain a better understanding of the social issues as well as to begin a program of consultation, a environmental and social impact assessment (ESIA) will be undertaken during FSDP preparation to systematically determine the stakeholders of the project and to ensure that the eligibility criteria takes into account environmental parameters. As part of the ESIA, a Social Assessment (SA) will also develop a framework for improved stakeholder participation for the overall project, giving special attention to the primary beneficiaries, ethnic minorities, disadvantaged, vulnerable and marginalized groups. The results of the social assessment will be built into project design. Through the social analysis, stakeholders will be consulted on the various aspects and processes of the project to ensure its relevance and acceptability. One of the major outputs of the SA is the Stakeholders’ Participation Framework that is aimed at improving the involvement and ownership of the primary stakeholders on the project. 

20. 
Extensive consultations will be carried out with regional and local stakeholders potentially affected by activities under the GEF component to identify groups affected, their livelihood patterns, issues and challenges to sustainable use and management of biodiversity and acceptable interventions to promote conservation and sustainable use of biodiversity and habitats in special use forests. An estimated 20% of the PDF-B budget of US$200,000 will be devoted to consultation activities, including formal meetings, workshops and focus group discussions, and informal consultations. These consultations will be aimed at drawing all relevant stakeholders into the project design process, including consultations to identify opportunities for community-based management and to determine social criteria for fund applications. 

21.
Representatives of the mass organizations, such as Women’s Union and Farmers Union, will be involved in the consultative processes associated with land allocation and planning of smallholder production forestry arrangements. The mass organizations may also be involved in the delivery of support services to participating smallholders. There are many foreign NGOs working in the forestry sector in Vietnam. Numerous discussions have occurred and will continue to occur between the preparation team and these NGOs. In addition, opportunities may be available for these groups to work with local groups in the delivery of services to the small holders. The preparation team will consider alternative means for engagement of NGOs and civil society organizations.

Project Sustainability and Replicability

22.
While a full analysis of project sustainability is possible only after the preparation activities are completed, the likelihood of project sustainability will be enhanced through following measures. The long-term technical sustainability of the GEF biodiversity conservation component would be enhanced through provision of training services and technical assistance both to the management board and managers/stakeholders of special use forests linked to performance monitoring. The requirement to qualify for complementary technical assistance would be a useful check on quality control, appropriateness of proposed activities and local commitment. Protected area management boards would be eligible for modest resources for two to three years for specific tasks and impact on management effectiveness and biodiversity conservation would be monitored. Within the fund there would be additional provision for performance awards so that those areas, which had performed well, could qualify for additional funding for future activities. The institutional and financial sustainability of the GEF component is likely since, if the financing mechanism is shown to be effective, several major donors in the sector have expressed willingness to replenish both the conservation area financing mechanism and the associated technical assistance grant, with replenishments based on performance. One task of the Fund Managers will therefore be to demonstrate the Fund’s impact and cost-effectiveness and to mobilize co-financing from interested donors. By selecting priority areas for support, based on careful planning and explicit, sound criteria, the Fund’s likelihood of attracting both complementary government finance and matching grants from other donors will be increased. All grantee management boards would need to show government commitment (through designation and some budget allocations) and available co-financing for training and technical assistance through partnerships with qualified NGOs and other institutions with relevant experience (with the qualified TA pool to be funded by bilateral donors). Government commitment can be ensured through adopting a participatory approach to project design and selection of special use forests for financing. It is expected that a reliable stream of small resources, performance incentives, capacity building, associated government commitment and funding and strategic partnerships with specific NGOs will contribute to longer term sustainability of the conservation areas and project impact

23.
Through providing and piloting this new financing mechanism, GEF assistance would contribute to barrier removal and enable GoV and conservation agencies and other partners to undertake a more ambitious and widespread program and initiate management activities at many more conservation areas throughout the protected area network.

Risks

24.
There are no major risks with the conservation component of the FSDP. Lack of commitment in province and district level to implement conservation policies and for example effectively enforce laws and regulations on encroachment and illegal hunting and wildlife trade or to provide follow-on financial support is one potential problem. The willingness of donors to provide matching grants also needs to be assessed. Without matching grants the fund will fail.

Description of PDF Activities

25.
GEF PDF B resources are requested help to prepare the component Conservation Fund for Improving Management Effectiveness of Protected Areas of the planned Forest Sector Development Project. The PDF Block B grant will finance supplementary preparation activities to establish a pilot conservation fund to provide grant financing for priority conservation areas (special use forests). These activities include legal and technical assistance, national and international consultants, stakeholder consultations, social assessments and preparation of manuals and training modules. Specific preparation activities to be financed through the PDF Block B grant funds are described below:

(a) Conservation Financing Mechanism. Legal experts will review the relevant aspects of Vietnam’s legal framework and recommend how the Conservation Fund should be established under Vietnamese law. Consultants (international and national) will prepare guidelines and modalities for  its implementation mechanisms and linkages with delivery of current government financing e.g. Fund 661. They are also to prepare guidelines for grant eligibility, including social, biological, and environmental criteria, and operational manual for fund disbursement, including administrative and accounting arrangements.  


(b) Co-financing Mobilization. As the design of the Conservation Fund begins to take shape, bilateral donors that have expressed interest in co-financing the initiative will be briefed on its proposed operational modalities and invited to establish a complementary technical assistance fund.  Initial plans for the Conservation Fund’s own fund-raising strategy will also be outlined.  

(c) Environment and Social Assessment/Stakeholder Consultations. Extensive consultations will be carried out with regional and local stakeholders potentially affected by activities under the GEF component to identify groups affected, their livelihood patterns, issues and challenges to sustainable use and management of biodiversity and acceptable interventions to promote conservation and sustainable use of biodiversity and habitats in special use forests. These consultations will be aimed at drawing all relevant stakeholders into the project design process, including consultations to identify opportunities for community-based management and to determine social and environmental screening criteria for fund applications.  Based on the consultations and environment and social assessment criteria setting, provide a preliminary ranking of protected areas eligible for the conservation fund.

(d) Monitoring and Evaluation Plan. A simple monitoring plan will be prepared to assess the impact of fund investments on management effectiveness and biodiversity conservation. This component will also include preparation of criteria and guidelines for performance awards.

(e) Technical Assistance for Training. Preparation of matching grant fund to support TA package, training needs assessments, preparation of training module guidelines and monitoring guidelines to assess biodiversity impact. This component will be supported from bilateral grant co-financing.

Expected Outputs of PDF Grant

26.
The expected outputs of the PDF grant are: 

(a) The recommended legal character of the Conservation Fund and guidelines and modalities for its implementation mechanisms, including guidelines for grant eligibility, operational manual for fund disbursement and matching grants.

(b) Mobilization of donor co-financing for complementary technical assistance support and initial design of the Conservation Fund’s fund-raising strategy.

(c) Environment and Social Assessment report and Stakeholders’ Participation Framework to identify groups affected, their livelihood patterns, issues and challenges to sustainable use and management of biodiversity, ways of improving the involvement and ownership of the primary stakeholders on the project, and initial ranking of protected areas eligible for the conservation fund based on broad-base consultations.

(d) Initial monitoring framework and plan, including criteria and guidelines for performance awards; and

(e) Training needs assessment, preparation of training module guidelines and monitoring guidelines to assess biodiversity impact.

Activities and Items to be Financed

27.
The activities to be financed by the PDF grant are summarized in Table 2, which also shows the Government counterpart contributions and co-financing for the preparation of other FSDP components.  

Table 2:  Preparation Costs (US$)
	Component
	GEF PDF-B
	Co-financing



	Financing mechanism – legal character; eligibility, screening criteria and guidelines;  mobilization of donor co-financing. 
	80,000
	3,000

	Environment and Social Assessment/Stakeholder Consultations
	60,000
	3,000

	Monitoring Plan
	30,000
	2,000

	Training Needs Assessment
	30,000
	2,000

	Technical Assistance package
	
	50,000

	Forest Sector Development Project (non-GEF components a-d) 
	
	495,000

	TOTAL
	200,000
	555, 000


Expected Date of Preparation Completion 

28. The preparation phase will begin in May 2002 and is expected to be completed by December 2002. Preparation activities under the other components of FSDP (funded by a PHRD grant) will continue in conjunction with, and complement, preparation for the GEF component as indicated in Table 3 below.

Table 3:  Preparation Schedule

	
	GEF component
	Non-GEF components
	Comments

	Mobilization of Consultants in-country
	Beginning of May 2002
	Beginning of May 2002 
	PHRD funds secured for non-GEF components and TA will be selected by end of March.  GEF component will depend on pace of securing PDF Block B preparation funds

	Initial consultations with key stakeholders on project design and start of social and environmental assessments
	Late May-June 2002
	Late May - June 2002
	Initial consultations will cover the entire project.

	Collect and analyze information for project feasibility study incorporating information from social and environmental assessments
	July-August 2002
	July-September 2002
	The GEF financed consultants will be asked to work together with the non-GEF consultants as a project team and look for opportunities for mainstreaming and strengthen linkage.

	Preparation mid-term report and detailed outline of project feasibility report (including all components) to be discussed at a national consultation workshop
	End September 2002
	End September 2002
	To cover all components

	write draft report with detailed costs, implementation arrangements, etc.
	October 2002
	October 2002
	To cover all components

	Consultation with key stakeholders on draft feasibility report, environmental assessment and other project documents, such as resettlement policy framework, for feedback
	November 2002
	November 2002
	To cover all components

	Final preparation report
	December 2002
	December 2002
	To cover entire project but also a GEF Project Brief
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