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I.
A.

SUBPROJECT SUMMARY

Subproject Description and Design

1.
The Climate-Friendly Agribusiness Value Chain Sector Project (the project), under its
sub-output 1.3: agribusiness enterprise value chain infrastructure improved, will support
upgrading of vegetable collection and marketing infrastructure clusters with service provision to
farmers (subproject 1.3 (2)). In this context, the vegetable producer group for export (VPGE)
Khmu Palit Peapack Pheua Kan Song, Thongset village, Pakxong district, Champasak province
have been selected as the subject of a representative subproject feasibility study. The subject
agribusiness enterprise of the feasibility study meets the criteria for support under subproject
1
1.3 and its eligibility for project support will be revalidated by the executing agency during
project implementation.
2.
The project will support the VPGE to establish and operate a vegetable collection point
and pack house. The investment will enable the VPGE to reduce post-harvest losses, improve
quality and quantity of high value vegetables marked to premium domestic markets and export
markets, particularly in Thailand.
3.

The project will support the following subproject activities:

4.
Provision of infrastructure, equipment, and vehicles: The construction and equipment of
a pack house, located on the main road, Thongset village, with, a maximum handling capacity of
2
up to 10 tons of raw vegetables per day, to facilitate the collection, storage, washing, drying
packing and marketing of produce grown by members of the VPGE.
5.
Enterprise management, operation and maintenance: The project will support, financially
and technically, the management costs of the enterprise, on a sliding scale for the 6-year
duration of the project, with the objective of achieving sustainability and self-sufficiency on
project completion.
6.
The pack house and associated cool store, sorting, washing, grading, and packaging
equipment is a relatively low-cost investment with all materials to be used in the construction
readily available in Lao PDR and mostly manufactured in the country. The design of the pack
house, which is modelled on the three existing pack houses in Champasak province (i)
FAO/CFC funded; (ii) Lao-China Agriculture Centre; and (iii) the Lao-Viet Nam Agriculture
Center is well within the capabilities of small local contractors.
7.

Associated investments: Project initiatives associated with this subproject will include:

8.
Training and capacity building for VPGE farmer members: training and capacity building
will be provided on climate-smart agriculture (CSA) techniques, good agricultural practice
(GAP), and organic vegetable certification; and for VPGE committee members, management,
administration, value addition, marketing and logistics. This initiative will be implemented under
project output 2: climate smart agriculture promoted of sub-output 2.2: capacity building for
climate smart agriculture, agribusiness, and farm mechanization.
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See Section III.A.1.
4 tons per day may be most appropriate based on markets and other existing capacity in the area and the design
of the model pack house. Economic analysis based on 4 tons per day. See subproject design section below.
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9.
Technology transfer and mechanization financial and technical support to farmers
supplying the pack house regarding farm based CSA infrastructure and mechanization will be
supported and implemented under project output 1: Critical agribusiness value chain
infrastructure improved and made climate-resilient, sub-output 1.2 (1) (infrastructure and
technology transfer for CSA improved).
10.
Agricultural production group smallholders financing scheme (SFS): A budget of $1.25
million for the SFS will be allocated based on approximately $25,000 for 50 APGs to enable
VPGE to borrow funds for their members, on a group guarantee basis for the procurement of
CSA technology and mechanization at standard government lending rates.
11.
Further details of the subproject (and associated investments) description, design,
investment cost, funding arrangements and financing plan, and procurement arrangements are
given below in Sections III, IV, and V.D. respectively.
B.

Subproject Context and Rationale

12.
The project seeks to promote the establishment and development of farmers’ groups
and agricultural cooperatives in line with the current government agricultural policy and strategy.
The objective of this strategy is to encourage individual farmers to join with other farmers to
enhance production, productivity and profitability through joint activity. The long-term goal is to
foster the establishment of agricultural cooperatives, comprising several farmers groups to
improve quality, value addition, marketing efficiency and develop new markets for their produce
through the creation of a critical mass of producers acting jointly with economies of scale.
13.

Subproject context and rationale is further discussed in detail under Section II below.

C.

Subproject Cost and Financing Plan

14.
The economic value of each investment item is derived by first removing the taxes from
the financial value, and secondly by decomposing the net of tax financial value into four content
categories (tradable, non-tradable, skilled, and unskilled labor) and converting the financial
values of each content into economic values using appropriate conversion factors. In economic
prices, subproject costs are $196,548.
15.
In addition to direct investment costs, the project will incur expenses on project
management activities, which includes consulting services of an independent and professional
FME which will be tasked with grant recipients selection and capacity building support, in the
area of business plan development, financial management and commercial loans applications.
Since these indirect project management and FME consulting services costs are not directly
attributable to a sample subproject, they are prorated and included as an indirect investment
costs. Prorated project management and associated costs per dollar of direct investment are
presented in Table 2. The total budget allocation for output 1.3 (agribusiness enterprise value
chain infrastructure improved) is $11.83 million, and the associated prorated project
management and capacity building costs sum to $5.90 million. On average, every dollar spent
on the sample subprojects will incur a cost of $0.499 (or Kip 4,042) for project management and
capacity building activities. For the vegetable subproject, the prorated financial cost is $97,449
($217,035 x 0.449), or Kip 7.3 million (Kip 1,807 million x 4,042).
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16.
The results of the economic and financial evaluation show that the subproject is
economically and financially viable with an economic internal rate of return (EIRR) of 19% and
financial internal rate of return (FIRR) of 12.9%. The sensitivity analysis indicates that the
subproject is most sensitive to benefits reduction, but the performance remains above the
required threshold levels.
D.

Subproject Implementation Plan and Arrangements

17.
The implementation schedule for the subproject is dependent upon the time needed for
project approval by ADB and the government, as well as the length of time it takes to set up
implementation structures and operational accounts. The construction should take no longer
than 6 months. The subproject should be able to start in the fourth quarter of 2018 providing
project implementation commences in the third quarter of 2018.
18.
The executing agency for the project will be the Ministry of Agriculture and Forestry
(MAF). MAF will delegate the responsibility for overall project coordination and management to
its Department of Planning and Cooperation (DOPC). In turn, DOPC will establish a national
project management office (NPMO) that will be responsible for project coordination and
management, including financial management of project accounts, procurement of goods and
works, recruitment of consultants, and monitoring and reporting.
19.
To ensure inter-agency cooperation at the national level, a national steering committee
(NSC) will be established under the Food Security and Commodities Committee, which will
establish a dedicated subcommittee for this purpose.
20.
Implementing agencies: In the six project provinces of Champasak, Khammouane,
Saravan, Savannakhet, Sekong, and Vientiane, the implementing agencies will be the provincial
agriculture and forestry offices (PAFOs). A provincial project implementation unit (PPIU) will be
established in each PAFO to be responsible for financial management at provincial level, and
coordination and management of implementation of subprojects. The PPIU will also coordinate
and supervise the work of the district project implementation units (DPIUs).
E.

Subproject Impact and risks

21.
Impact: The subproject is aligned with the Eighth National Socio-Economic
Development Plan VIII (2016-2020) and MAF’s Agricultural Development Strategy to 2025 and
Vision to the year 2030. In this context, the subproject will increase vegetable productivity,
quality and safety, value addition, market efficiency, and increase rural household incomes.
Performance indicators and targets will include (i) direct and indirect beneficiaries; (ii) rural
livelihoods; (iii) increases in production and decreases in post-harvest losses; and (iv) value
chain linkages and marketing efficiency.
22.
The subproject has the following key perceived risks (i) inability of vegetable marketing
enterprises to meet financial liabilities; (ii) insufficient incentives to the private sector; (iii) limited
food safety testing laboratory competence; and (iv) inability to compete in and access to high
value crop (HVC) markets. Subproject risks and assumptions are further discussed under
Section VII below.
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II.
A.

SUBPROJECT CONTEXT AND RATIONALE

Need for the Subproject and Development Context
1.

Provincial and district development policies

23.
The agriculture sector development policies of Champasak province and its Pakxong
district reflect the strategies and goals of MAF’s Agriculture Development Strategy to 2025 and
Vision to the year 2030, viz, the enhancement of food security and agriculture commodity
3
production. Champasak province and the Bolovan plateau to the northwest of the province,
have been identified as having a comparative advantage in the production of high value cash
crops, e.g., vegetables, fruits, and tree crops (coffee and tea). The Bolovan highlands, have the
altitude (>1000 meters) and climate (adequate rainfall and temperatures throughout the year) to
grow cool climate and subtropical crops demanded in HVC markets. However, poor agronomic
practices, lack of value addition, low market efficiency and lack of critical mass and economies
of scale, unfamiliarity with international standards and export procedures are some of the
obstacles that prevent farmers from tapping the region’s comparative advantage. Therefore,
there is a need for farmers to form production and marketing groups, and in the longer term
agricultural cooperatives, to achieve the critical mass, and develop the capacity to enable
access to high value markets for their products. Bolovan plateau comprises Pakxong district
(Champasak province), Thateng district (Sekong province), and Lao Ngam district (Saravan
province). These three districts are at the center of Lao PDR’s cabbage production, which are
sold through local traders both to the capital Vientiane and for export to Thailand where
Bangkok is the main consumption center. However, farmers in this area are capable of
diversifying out of relatively low value cabbage, into HVCs such as white eggplant, eggplant,
chili, long yard bean, coriander, sweet basil, pepper, tomato, and strawberry. With the growing
demand for non-native and safe food in Southeast Asia and elsewhere and with increasing
tourism in Lao PDR, opportunities for other HVC are growing.
24.
However, while there is great market potential for HVC it is not always easy for local
farmers to translate this into profitable businesses. The obstacles and challenges range from
unfamiliarity with the new crops and with the international standards and specifications
demanded by buyers. There are also complicated export procedures to deal with, new
harvesting and packaging methods and the need to finance on farm investment such as plastic
canopies, net houses, pump sets and irrigation equipment. The growing and post-harvest
practices for the often specialty new crops such as coriander, Italian basil and rocket salad, are
very different and more demanding than for the bulky cabbage which farmers have been
traditionally growing. While cabbage can always be sold to multiple itinerant middlemen,
although sometimes at a loss, these new HVC must be grown under contract to make sure that
there is a buyer who can usually provide inputs such as seed, and growing specifications.
25.
Furthermore, there is a need for farmers to add value to their crops and thus increase
profitability and household incomes. A recent trend has been identified for the small scale
processing of crops. e.g., dried vegetables, juices, pastes, and preserves. The subproject
should encourage and foster small scale agro processing as complementary development
initiatives. Additionally, during project implementation other on farm activities such as apiculture
and fish farming should be developed.

3

MAF. May 2015. Agriculture Development Strategy to 2025 and Vision to 2030. – Reference Sections 2.4.2 / 2.4.3
(determination of goals and expected targets).
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2.

Agricultural farmers’groups and agricultural cooperatives

26.
Current government agricultural policy and strategy puts the formation and capacity
building of farmers groups and agricultural cooperatives at the forefront of rural and agricultural
development. The extension and cooperative unit of the PAFO is the responsible agency for
procedures to establish farmers groups and agricultural cooperatives. The establishment
process is undertaken in five steps:
(i)

(ii)

(iii)

(iv)

(v)

Step 1: Initial training on the farmers group concept: The introduction training
aims to introduce all stakeholders (farmers and district authorities) to the farmers
groups concept. Initial training takes one day.
Step 2: Farmers groups foundation: The farmers groups foundation process
takes 4 days and consists of:
a.
Day 1: Introduction training on farmers groups regulation
b.
Day 2: Data survey
c.
Day 3: Main findings presentation
d.
Day 4: Document preparation and ordinary assembly preparation
Step 3: Ordinary assembly (6 & 12 months): After the completion, the farmers
groups foundation formalities, the extension staff will assist the farmers groups to
conduct the ordinary assembly two times a year (6 and 12 months) for
discussions on establishment completion activity, ongoing activity and planning
for the next year.
Step 4: Group management training: After completing the foundation of
farmers groups, the extension staff will conduct the management training (team
management, accounting, etc.) to the agricultural production group (APG).
Step 5: Agricultural Production Group follow up (12 months): After
completing the foundation of APGs, the extension staff will follow up the farmers
groups activity every month to understand the strength and weakness of the
producer’s group.

27.
The cost related to the APG foundation process and activity described above is detailed
in Section IV below.
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Figure 1: Agricultural Production Group and Agricultural Cooperative Registration
Process
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(2984/MAF, 25/09/2014)
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Business license
MAF = Ministry of Agriculture and Forestry, PAFO = Provincial Agriculture and Forestry Office, APG = agricultural
production group

28.
The cost of establishing a farmers groups or agricultural cooperatives is around $3,300
and details are given under Annex V (Investment Cost Details).
3.
29.

Natural features of the selected province for the feasibility study

Champasak province includes two of Lao PDR’s six agroecological zones:
(i)

(ii)

The Mekong Corridor: The Mekong Corridor includes the banks and floodplains
of the Mekong River and the lower alluvial valleys of its tributaries. Altitudes
range from 100-200 meters, annual rainfall is between 1,500-2,000 millimeters,
and the agricultural growth period ranges from 180-200 days. The landscape
consists mainly of plain to modestly sloping areas.
Bolovan plateau: This zone includes parts of Attapeu, Saravan, and Sekong
provinces in the south of the country. Altitude varies from 500-1,500 meters and
rainfall ranges from 2,500-3,000 millimeters. Today’s natural vegetation mainly
consists of savannah, forest and grassland formations. Land is primarily used for
cultivation of tree crops (coffee, tea, and cardamom) and vegetables; however,
some shifting cultivation of upland rice production occurs also. Livestock
production is of major importance in this area.
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4.

Subproject rationale

30.
Subproject context: The government’s strong emphasis on agricultural development
has been a key factor in the continued increase in vegetable production over the last 25 years
reaching 1 million metric tons in 2014 (+44.35% from 2013).4 The vegetable area expanded with
an annual growth rate of 19% from 2013 (footnote 4). The robustness of change in vegetable
production and area has also led to dramatic improvements in yield per hectare (9.07 tons per
hectare overall by 2014) (footnote 4). Champasak province has become the largest vegetableproducing province in the country, followed distantly by Vientiane capital (9%) and Bolkhamxay
province (7%). More than 100,000 tons per annum of vegetables, valued at more than $30
million, are currently exported to Thailand from Champasak province.
31.
Given these recent improvements in production and exports, maximizing the potential of
the vegetable sub-sector and reaping its full benefits means understanding the major
bottlenecks affecting the production-consumption continuum. A key challenge is the high postharvest losses (damage during harvest, and transportation, spoilage, etc.). According to the
study by the Asian Research and Development Council in 2006, post-harvest losses of tomato
is estimated to 17.5%, 12.3% for yard long beans, 10.6% for chili, and 8.3% for cucumber. Postharvest losses are especially high in the wet season. The overall post-harvest loss in value of
vegetables produced in Lao PDR is estimated at $42.5 million per annum.
32.
The enhancement of vegetable collection, value addition and marketing activities by
farmers’ groups and agricultural cooperatives is presented as an alternative to the traditional
model of vegetable production and marketing to reduce the low intensity, low productivity and
high post-harvest losses. The group will establish a small-scale collection unit comprising a
pack house to purchase vegetables from growers; wash, grades and sort the produce; provides
a cool chain, with refrigerated storage, and transport to domestic retail and export channels. The
key objective of this business model is to offer services and a guaranteed market to farmers
producing HVC through contract farming with buyers.
33.
Sub project policy fit: Within the framework of the Agriculture Development Strategy
(ADS) to 2025 and vision to 2030 and the ultimate goals on food production and food security,
the MAF targets a minimum energy of 2,600 Kcal per person per day in 2020, which includes
rice and starch covering approximately 62%, meat, eggs and fish, 10%; vegetables, fruits and
beans 6% and fat, sugar and milk, 22%. In terms of food crop production (sweet corns, beans,
vegetables, sweet potato, starchy roots, etc.) to supply domestic consumption needs, the target
is 600,000 to 700,000 tons per annum. The domestic consumption of vegetables is estimated at
50 kilograms per person per year (2020) and 50 kilograms per person per year (2025). To meet
such requirements, it is necessary to produce and supply sufficient vegetables into the domestic
market. Vegetable production reached 910,000 tons in 2013 and organic vegetable production
is now developing and expanding around the country.
34.
Subproject climate change fit: The promotion of CSA to farmers groups, who supply
vegetables to the vegetable collection unit, fits current strategies linked to climate change as
CSA provides the means to help stakeholders identify agricultural strategies suitable to their
local conditions and the climate change challenges. The infrastructure provided to the vegetable
collection unit under the subproject will also reduce CO2 emissions by more efficient fuel
consumption and therefore greenhouse gas emissions.

4

DPC of MAF.2014. Agricultural statistics.
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35.
Subproject value chain fit: This subproject will support and build the capacity of
smallholder producers, through forward and backward linkages, and vertical and horizontal
integration, to become core actors in the vegetable value chain. The proposed business model
below shows the clear roles of each value chain actor. The objective of the subproject is to
combine the role of vegetable collection center and buying and marketing center in one farmer
group and/or agricultural cooperative enterprise.
Figure 2: Integrated Vegetable Value Chain Business Model

MAF = Ministry of Agriculture and Forestry, MOIC = Ministry of Industry and Commerce.

B.

Subproject objectives

36.
The objectives of the subproject are to (i) increase household incomes for farmer’s
groups and agricultural cooperative members; (ii) achieve improved market access to domestic
and export markets for HVC; and (iii) open up value addition opportunities for farmer’s groups
and agricultural cooperatives, including packaging, branding and small scale agro-processing.
C.

Related development projects

37.
FAO/CFC vegetable marketing project: The subject of this feasibility study, the VPGE
was established and registered with the PAFO in 2013 and subsequently linked with an
FAO/CFC marketing project, viz, Production of Certified Fruit and Vegetables for Export from
Lao PDR and Myanmar through Integrated Supply Chain Management - MTF/RAS/242/CFC.
The project ran from May to December 2014. The objective of the project was to assist smallscale farmers in Pakxong district to diversify out of low value crops such as cabbage, into HVC
and connect to high value domestic and export markets. Targeted HVC included coriander,
Italian basil, rocket salad chili, white eggplant, string bean, and strawberry.
38.

The project provided farmers with:
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(i)

(ii)

Technology and training to improve quality standards:
•
Low-cost plastic canopies were introduced to the farmers, allowing them
to grow delicate crops in rainy season.
•
Farmers were trained in land preparation, seeding techniques, pest and
disease management, harvesting, post-harvest sorting, grading and
packaging for the new crops.
•
A small-scale packing house was built to reduce post-harvest losses,
transport and logistics costs.
A sustainable trade, and a stable market:
•
Thai companies were introduced to the farmers. A 2-year agreement was
signed between 11 farmer’s groups in Champasak province and a Thai
company with extensive experience on exporting certified produce to
create a responsible and mutually fair relationship.
•
Pakxong farmers’ vegetables reached Asian ethnic markets in Europe
and the Middle East as well as tourism oriented restaurants and hotels in
Pakse and Vientiane.
•
In close collaboration with national and provincial authorities, farmers
were trained to meet GAP and good manufacturing practices (GMP)
standards.

39.
Current situation regarding the FAO/CFC funded pack house: On the expiry of the
FAO/CFC Vegetable Marketing Project in December 2014, the Champasak PAFO took over the
ownership, management and operational responsibility of the pack house because the farmer’s
groups does not have the experience or management capacity to own and operate it
themselves. The PAFO then rented the pack house to the Thai buyer at an undisclosed monthly
rent in an agreement expiring in 2020.The Thai operator hires workers from nearby villages on
an “as needed” basis and has complete control of the operation.
40.
The sales agreement between the Thai buyer expired in March 2015, however, they
continue to buy produce from vegetable farmers in Champasak and Sekong provinces in
accordance with HVC availability and quality.
41.
The VPGE are now selling, inter alia, mainly to the traditional markets (ex-farm or
roadside to itinerant collectors and appear to have little involvement with the pack house.
42.
ADB Smallholders Development Project: The project ran from 2003 until 2015,
financed by two ADB loans of $12 million (2003 to 2012) and $5 million (2012 to 2015) and
sought to promote sustainable commercial smallholder agriculture and associated
agribusinesses in Champasak, Khammouane, Savannakhet, and Vientiane provinces. Focus
was given to the development of farmer production and marketing groups. The project provided
support to the VPGE in the form of training and capacity building and funding for a group
meeting hall, located near to the FAO/CFC funded pack house and in front of the Lao-China
Agricultural Center.
D.

Current Vegetable Cropping Patterns and Marketing
1.

Cropping patterns

43.
Cropping patterns: The VPGE has around 34 hectares under crop production, primarily
cabbage and HVC such as white eggplant, eggplant, chili, long yard bean, coriander, sweet
basil, pepper, tomato, and strawberry. Member farmers have an average size of 1–2 hectare
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per household. In the region of Thongset, Houayset Village there are three vegetable production
cycles per year. Around 1,890 tons per year are produced per annum with 490 tons grown on
14 hectares in the dry season and 1,400 tons grown in the wet season on 20 hectares. The
importance of the cropping calendar will be the subject of training and capacity building for
farmers.
2.

Marketing

44.
The traditional vegetable marketing system: The PPTA interviews with farmers and
farmer’s groups on the Bolova nplateau area in the Pakxong district of Champasak province
revealed that vegetable growers operating through brokers, receive low prices. Farmers sell
their crop to collectors, either at a roadside collection point, or delivered to collectors’ premises.
The main crop is cabbage, Pakxong district being the largest grower in Lao PDR. The fresh
produce is then transported to Vientiane capital (759 kilometers distance or 14 hours travel by
road), or other urban centers, e.g., Pakse, Thaket for the domestic market, or to the Thai border
for export. Asymmetry in the product price along the chain is very pronounced, in the domestic
supply chain, the collectors’ selling price to wholesalers is almost three times higher than farm
gate price (6.5 Thai Baht per kilogram) due to the high transport costs. The Thai collectors price
for the export market is four-fold higher than the farm gate price. Product losses also contribute
to price changes along the value chain.
45.
The cross-border vegetable trade with Thailand: A semi-formal trade relationship
between the Champasak province and Oubon Rachatani province (Thailand) started in 20052006 culminating in the 1st Contract-Farming agreement, in accordance with the Ayeyawady–
Chao Phraya-Mekong Economic Cooperation Strategy established on 13 March 2013.
Originally, 13products were included in the 1st Contract-Farming agreement which is signed
annually. A long-term Contract-Farming agreement has not been signed because of price
fluctuations and insufficient and irregular vegetable supply from Lao PDR. Quantities are never
mentioned in the Contract-Farming agreement and only the annual minimum prices are included
5
in the Contract-Farming agreement.
46.
Currently, 45 products are included in the bottle gourd (see Table below), with 20
organic vegetables being included in the Contract-Farming list since 2014. However, only 16
products in the common list are exported and only 7,500 tons of organic cabbage has been
exported with organic certification. Coffee, pumpkin, and bottle gourd (Opo) have not been
exported as yet due to Thailand’s SPS program with which Lao PDR is unable to comply.
Table 1: Contract-Farming Products List, 2016
Common list
#
Vegetable
1
Green beans
2
Ground bean
3
Peanut
4
Tomato
5
Banana leaf
6
Pepper
7
Napa cabbage
8
Lemon
9
5

Pumpkin

Fruit
Tamarind
Papaya
Banana

Organic list
#
Vegetable
Fruit Other
1
Lettuce
Kini Coffee
2
Avocado
3
Napa cabbage
4
Lemon
5
Tomato
6
Pepper
7
Green peas
8
Japanese
melon
Fresh cassava 9
Carrot
Other
Rice
Coffee
Maize
Cotton
Job’s tear
Corn
Cashew nut
Dry cassava

The Trade promotion unit of Champasak Province.
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10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31

Ginger
Sweet potato
Potato
Fresh chili
Dry chili
Cucumber
Aloe vera
Chive
Asparagus
Basil
Lemon grass
White radish
Squash
Pak Choy
Green peas
Sweet basil
Bitter gourd
Bottle gourd (Opo)
Green eggplant
Okra
Green gourd
Wild basil

Sunflower seed 10 Sweet potato
Soybean
11 Pumpkin
12 Onion
13 Soybean
14 Green bean
15 Green gourd
16 Purple cabbage
17 Green beans
18 Cabbage

Source: Trade Promotion Center, Champasak province, 2016.

47.
Under the Contract-Farming agreement (there are 13 Lao companies from Attapeu,
Champasak, and Saravan provinces and 31 Thai companies registered as counterparts) 36
Contract-Farming agreements and 39 business-matching agreements covering 45 products
have been signed in 2016, including two Contract Farming for the 29 organic products (see
Table 2 below).
Table 2: Lao and Thai business counterparts in 2016
13 Lao companies
1. Paksong Development Import-Export
2. Agricultural trade promotion
3. Advance agriculture
4. Mrs. Khambay Handicraft
5. Asian economic
6.Sanaxay Maize dryer (Saravan province)
7. Paksong farmer’s group
8. Adam International
9. Laongam agricultural collection
10. Bating agricultural collection
11. Boalapha agriculture import-export
12. Savannakhet provincial trade
13. Hung Sayasingchaleun agricultural
development

31 Thai companies
(Attapeu, Champasak, and Saravan provinces)
1. Aekaxay trade shop
16. Thima shop
2. Sana Import-Export
17. Adam entreprise
3. Phetploy trade shop
18. Bhor-boon farm
4. Chaleun crops shop
19. Bio-Y
5. Chitkhanthong trade
20. Douangchnata trade
6. Hengphayixay
21. Vilasak crops shop
7. Thai-world farm
22. Chaleunsab homsok
8. Meungthai agricultural
23. Aphilak Rungrot
trade
24. SPC Bridge channel
9. Sokchinda agricultural
25. Halal production
trade
26. Sirithone agricultural
10. Vichitra trade
trade
11. Soneway shop
27. Souannay agricultural
12. Leu agricultural trade
trade
13. Ting Heng Phut
28. Thai commodity
14. Somedi 2011
29. Chanvanpheng SOE
15. Lonesok agricultural trade 30. Khorat sod agricultural
trade
31. Thani Siam

Source: Trade Promotion Center, Champasak province, 2016.
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48.
Exports: In terms of export data, the export value from the Contract-Farming in 20142015 is $22.55 million (+50% compared to the previous year), which accounted for 26% of total
agricultural export of Champasak province and 15% of total export commodity. The main
production areas for export of Champasak province are (i) Batieng district (78%) and (ii)
Paksong district (18%);the other district represents 8%.
District

Batieng

Paksong

Other
districts

Total
Province

Table 3: Champasak Province Agricultural Export Data, 2016
Quantity
Value
Main export products
(tons)
($million)
1. Dry cassava (65,930 tons)
95,783
17.40
2. Sweet potato (14,607 tons)
(78%)
(77%)
3. Banana (8,051 tons)
4. Ground bean (6,091 tons)
1. Cabbage (19,810 tons + 7.5
tons Organic)
21,864
3.27
2. Pak Choy (2,032 tons)
(18%)
(15%)
3. Ginger (14.9 tons)
4. Tomato (0.5 tons)
5,658
1.87
1. Tamarind (5,658 tons)
(8%)
(8%)
1. Dry cassava (65,930 tons)
2. Cabbage (19,810 tons + 7.5
tons Organic)
123,305
22.54
3. Sweet potato (14,607 tons)
4. Banana (8,051 tons)
5. Tamarind (5,658 tons)

Source: Report of Contract-Farming and Business Matching 2016, Trade Promotion Center, Champasak province.

49.
Vegetable production in Champasak Province: In accordance with Champasak
provincial policy, the PAFO, is promoting fruit and vegetable production zones in Batieng and
Paksong districts, with Paksong district declared a clean agricultural zone in the context,
particularly, in the development of organic agriculture. The GAP production system has been
promoted in the Paksong district to reduce the use of agro chemicals. Vegetable growers in
Paksong district formed recently an agricultural cooperative, ACB Producer Cooperative
comprising 11 producer’s groups with 303 households. The subject of this feasibility study is a
member of this cooperative. Currently, there are seven agricultural or agribusiness producer
cooperatives registered in the Champasak Provincial Department of Industry and Commerce.
Table 4: Registered Agricultural Cooperatives in Champasak Province
Number
Type of
of
Number of
#
Cooperative name
Production area
products producer’s household
groups
1 Coffee Producer Cooperative
Paksong district
coffee
32
1,110
Thongkatay village
2 Coffee Farmer of Bolovan Cooperative
coffee
10
213
Paksong district
3 Jai Coffee Farmer Cooperative
Paksong district
coffee
64
2,250
Km 40 village
4 Paksong coffee cooperative Km 40
coffee
13
52
Paksong district
Sanasomeboun Development
5
Krili village
rice
6
53
Cooperative
6 Collection and promotion of
Paksong district
vegetable
11
303

13
agricultural products cooperative
- Leader: Mr. Sengphet
Phonexaysongkram, 98551979
- Mr. Thansamay Phetsongkram, 030
9812972
7

Kengchai village
Batieng district

EABAPC

Total

-

2
138

59
4,040

Source: Extension unit of PAFO Champasak province, 2016.

E.

Subproject Justification
1.

The Vegetable Producer Group for Export (KHUM PRALIT PEUDPAK
PHEUA KAN SONG – OK

50.
The key features of the selected representative subproject farmers’ group, VPGE, are
given in Table 5 below.
Table 5: Key Features of the Vegetable Producer Group for Export
Registered
Name
Location
Organization

Institutional
organization
Production
capacity

Crop
Production
facilities

Type of
vegetables
produced
Inputs

(English translation)
(Lao language: KHUM PRALIT PEUDPAK PHEUA KAN SONG-OK)
Thongset, Houayset village, Paksong district, Champasak province
• Three farmer’s leaders
✓ Mr. Saysamone, Head, 020 97866997 (Production)
✓ Mr. Laa, Vice head, 020 58527566 (Marketing)
✓ Mr. Chanh, Vice head, 020 9571932 (Production)
• 24 members (1) (accounted for 20% of vegetable growers in Thongset village, 300
households)
Note:
(1) Originally 45 members with 33 members at the beginning (2013).
The Vegetable Producer Group for Export (VPGE) is one of the 11 farmer’s groups
belonging to collection and promotion of agricultural products cooperative, see Table 4
above.
• 34 hectares, an average 1–2 hectare per household
• threeproduction cycles per year: 1,890 tons per year
✓ Dry season: 14 hectares (490 tons per year)
✓ Rainy season: 20 hectares (1,400 tons per year)
• 2014: 40 greenhouses supported by the FAO/CFC project - Production of
Certified Fruit and Vegetables for Export from Lao PDR and Myanmar through
Integrated Supply Chain Management - MTF/RAS/242/CFC (see Section II.C.
above)
• 2015: One experimentation greenhouses supported by ACIAR (see Figure 2)
White eggplant, eggplant, chili, long yard bean, coriander, sweet basil, pepper, tomato,
and strawberry
•
•

Certification
system

•

Trade

•

Seed: the group buys seed from Thailand
Fertilizer:
✓ Cattle manure: the group buys from cattle farms in Pakxong district
✓ Liquid BOF (Thai brand): buy from the local market
Ongoing process of GAP certification with the Department of Agriculture (final
product testing process), should be achieved in 2016.
2014–2015: Contract-farming with PDI Thailand (Living Fresh Company) for five
types of vegetables (white eggplant, eggplant, chili, long yard bean, and
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•

coriander). The group sold their produce with the guaranteed minimum price
under the contract-farming. The vegetables are processed (collecting, sorting
and grading) in the packing house established by the FAO/CFC project on the
community land of Thongset village (see Figure 5). The Thai company now has a
5-year (2014 – 2020) pack house rental agreement with the Champasak PAFO
and with a rental price of about $400 per month (exact figure unknown). The Thai
company employs local village people for the packing process.
Current: Since the contract-farming with the Thai company is finished, the
members sell individually their produce to the local and border-trade markets and
consequently face regular price fluctuations and losses, e.g., sometimes the
market price is lower than their production cost (about 300 kip per kilogram) for
cabbages.

Source: Interview on 25 November 2016 with the leaders of the VPGE, Mr. Saysamone, farmers groups head, 020
97866997 (Production), Mr. Laa, Vice head, 020 58527566 (Marketing), Mr. Chanh, Vice head, 020 9571932
(Production).

Figure 3: Discussions with leading members of the Vegetable Producers Group for
Export
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2.

Justification for the representative subproject

51.
The VPGE plan to establish their own pack house in Thongset village, to process up to
10 tons of vegetables per day. The facility is designed to collect, sort and grade the groups
vegetables of producer’s groups integrated with two cool storage rooms (storage capacity of 5
tons per day per unit). The estimated cost of the pack house fully equipped is about $250,000
according to a feasibility study report conducted by PAFO Champasak (details unavailable).
There are two possibilities regarding the pack house location: (i) land near the main road (17 x
30 meters), owned by Mr. Laa’s brother-in-law who is a member of the VPGE; and (ii) land 500
meters from the main road (2 hectares), owned by Mr. Saysamone.
52.
The VPGE group management consider that investing in their own pack house, with
proper professional management capabilities will bring improvements to productivity,
profitability, reduce post-harvest losses, attract and increase group membership, and, in
consequence enhance rural household incomes.
53.
It should be noted that in addition to the pack house provided by the FAO/CFC project
there are two more pack houses in Champasak province, built to the same specifications and
design of the Lao-China Agriculture Centre and the Lao-Viet Nam Agriculture Centre. The
establishment of a fourth pack house is not expected to result in over capacity; the subproject
can be justified in view of the following:
(i)
(ii)

(iii)

(iv)

(v)

(vi)

(vii)
(viii)

The group needs a central vegetable collection point and a cool storage facility to
enable the extension of vegetable shelf-life;
The packed (and branded?) produce will attract new buyers because contractfarming with the Thai company ended in 2015, and its future renewability is
uncertain;
The establishment of the group’s own pack house will strengthen the groups
image in that they will be perceived as not only vegetable growers but as an
agribusiness enterprise with a value chain and market-oriented strategy, and the
ability to operate as independent sellers without relying solely on the Thai
exporter;
The Thai buyer focuses solely on the export market to, and via, Thailand,
however, other HVC domestic markets are available e.g., urban markets in
Pakse, Vientiane, the expanding hotel, restaurant tourist markets, conventional
retail markets and supermarkets, institutional markets, and larger covered
markets. All these market outlets have the potential for untiring into contractfarming agreements with farmers groups and agricultural cooperatives;
The VPGE believes that the establishment of their own collection point and pack
house can attract more vegetable growers to join their group (increasing
membership by up to 50%);
The Lao-China Agriculture Centre and the Lao-Viet Nam Agriculture Centre
apparently do not offer service to farmers and their facilities are focussed on their
research activities;
The Thai buyer has access to a range of HVC producers not just the VPGE
group; and
The VPGE is in the process of achieving GAP certification for its members, with
theDepartment of Agriculture(DOA), which will allow them to have access to the
high value vegetable markets by themselves rather than relying on the Thai
company. The expected premium for GAP certified HVC is about +70% of the
market price, and market surveys undertaken by the FAO and the Champasak
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provincial authorities have confirmed the strong demand for GAP certified
produce in domestic (hotel, restaurant, etc.) and regional markets.
54.
Furthermore, the subproject is justified in terms of government policy; it should be noted
that during the PPTA Interim Workshop on 1 October 2016 it was emphasised by the Technical
Committee members that government policy is to foster and develop Lao PDR owned, managed
and operated vegetable collection, value addition and marketing enterprises, and move away
from foreign controlled marketing operations.
III.
A.

SUBPROJECT DESIGN

Subproject Description
1.

Subproject selection criteria

55.
The project will support the establishment and operation of a vegetable collection point
and pack house, with service provision to farmers in Thongset Village, Pakxong District,
Champasak Province for the VPGE, Khmu Palit Peapack Pheua Kan Song. The proposed
VPGE subproject has been selected for support, and is the subject of this feasibility study,
meeting the following project selection criteria for agribusiness enterprises:
(i)

(xi)

registered with the PAFO as a farmers group or agricultural cooperative having
met the requirements of the MAF Ministerial Decree of 25 September 2014 or be
a registered majority Lao owned company;
experienced in the growing, harvesting and selling of vegetables with an actual or
proven potential market demand;
having received training and capacity building from DAFO or other qualified
trainers in HVC production and post-harvest technology;
having or prepared to adopt a CSA and green energy saving policy;
prepared to adopt a public private community partnership approach to marketing
and farmer service provision to enterprise business activities;
submit a business plan covering the proposed subproject investment;
prepared to make a minimum 10% contribution to the cost of the proposed
investment which can be in kind e.g., land, materials and labor;
demonstrate a sound and sustainable financial situation and ability to operate
efficiently and within a planned business framework;
prepared to support the community and its individual farmers in terms of support
to agricultural inputs, credit, minimum guaranteed prices;
involve no involuntary resettlement or involuntary land acquisition, physical or
economic dislocation;
capable of replication in other project areas.

2.

Subproject description

(ii)
(iii)
(iv)
(v)
(vi)
(vii)
(viii)
(ix)
(x)

56.
The project will support the VPGE to establish and operate a vegetable collection point
and pack house. The investment will enable the VPGE to reduce post-harvest losses, improve
quality and quantity of high value vegetables marked to premium domestic markets and export
markets, particularly in Thailand.
57.

The project will support the following subproject activities:
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58.
Provision of infrastructure, equipment, and vehicles: The construction and
equipment of a pack house, located on the main road, Thongset village, with a maximum
handling capacity of 10 tons of raw vegetables per day, to facilitate the collection, storage,
washing, drying packing and marketing of produce grown by members of the VPGE.
59.
Enterprise management, operation and maintenance: The project will support
financially and technically the management costs of the enterprise on a sliding scale for the 6year duration of the project, with the objective of achieving sustainability and self-sufficiency on
project completion.
60.
The pack house and associated cool store, sorting, washing, grading, and packaging
equipment is a relatively low-cost investment with all materials to be used in the construction
readily available in Lao PDR and mostly manufactured in the country. The design of the pack
house, which is modelled on the three existing pack houses in Champasak province: (i)
FAO/CFC funded; (ii) Lao-China Agriculture Centre; and (iii) Lao-Viet Nam Agriculture Center is
well within the capabilities of small local contractors.
61.
Associated investments: Project initiatives associated with this subproject are
described under Section III.D. below.
3.

Construction, equipment and engineering requirements

62.
The pack house and associated cool store, sorting, washing, grading, and packaging
equipment is a relatively low-cost investment with all materials to be used in the construction
readily available in Lao PDR and mostly manufactured in the country. The design of the pack
house, which is modelled on the three existing pack houses in Champasak province:(i) the
FAO/CFC funded; (ii) Lao-China Agriculture Centre; and (iii) the Lao-Viet Nam Agriculture
Center is well within the capabilities of small local contractors. The existing model for pack
house design is illustrated in Figure 4 and in the photograph in Figure 5 below.
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Figure 4: Vegetable Producer Groups for Export Pack House Design at Thongset Village

63.
The above design is based on the model (FAO/CFC pack house at Thongset Village,
Champasak Province) illustrated below in Figure 5 below.
Figure 5: FAO/CFC Pack House

19

Figure 6: Cool Room and Vegetable Packing Operation

Figure 7: Packed Green Vegetables (Beans And Cabbage)

4.

Technological Options

64.
The VPGE have planned or one pack house in Thongset village, with a maximum
handling and processing capacity of up to 10 tons of vegetables per day and with two cool
storage rooms (storage capacity of 5 tons per day per unit). The estimated cost of packing
house with full equipment is about $250,000 according to a feasibility study report conducted by
PAFO Champasak. The existing three pack houses in Champasak Province all have a
maximum handling and processing capacity of 4 tons of vegetables per day. The proposed new
pack house design follows that of the FAO/CFC ACK HOUS. In view of the competitiveness of
the HVC market and the complexity of export regulations and certification it is proposed to limit
project support to the VPGE facility to a 4 tons per hour per unit.
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5.

Location and Site

65.
The site for the new pack house will be located at Thongset Village, Pakxong District,
Champasak Province, which is in the southern province of Lao PDR and bordering Thailand
(see figure below).
Figure 8: Location of New Pack House

66.
While the VPGE do not want to access public land, there are two possibilities for the
location of the pack house: (i) land near the main road (17meters x30meters) that belongs to the
brother-in-law of Mr. Laa (VPGE Chairman), and who is a farmer member of the VPGE (the land
is shown in the photo below), and (ii)a 500meter land from the main road comprising 2 hectares
and belonging to Mr. Saysamone (VPGE Deputy Chairman).
Figure 9: Proposed Land for the New Packing House

B.

Associated Investments

67.
Project initiatives associated with this subproject will provide a direct linkage between
sub output 1.3 (Agribusiness Enterprise Value Chain Infrastructure Improved) and:
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(i)

sub output 2.2 (Capacity Building for Climate Smart Agriculture (CSA)
Agribusiness and Farm Mechanization) in the context of training and capacity
building of farmers and farmers’ groups; and

(ii)

sub output 2.2 (Crop Production Infrastructure and Mechanization Enhanced) in
the context of project provision of CSA technology and mechanization through a
smallholder financing scheme (SFS).

68.
The objective of fostering the above output linkages is to connect the desired success
and sustainability of the targeted agribusiness enterprise to the improved productivity and
profitability of the farmers that supply the enterprise with its raw material. Furthermore,
establishing such linkages will assist in developing agribusiness value chain integration,
backward and forward linkages, and public, private, community partnerships involving the public
sector (the government as project implementing agents); the private sector (the vegetable
collection point and marketing infrastructure); and the community or village (through the farmers
groups and its vegetable farmer members).
69.

The following subproject associated activities will be undertaken.
1.

Training and capacity building

70.
The project will provide farmers (supplying the pack house with vegetables) with training
and capacity building on CSA techniques, GAP, organic rice certification, and farmers groups
management, administration, marketing and logistics.
71.
Raising farmer and farmers groups awareness, knowledge and skills in applying CSA
innovative farm technology will be supported through field based training including
demonstration plots and farmer field days, programs and workshops, which will be undertaken
by the Provincial Implementation Unit, DAFO through the engagement of qualified Department
of Agriculture Extension and Cooperatives staff, Independent Service Providers and
nongovernment organizations. The emphasis and focus of the program will be on practical work
rather than formal classroom and workshop instruction. The following topics will be covered:
(i)
(ii)
(iii)
(iv)
(v)
(vi)
(vii)
(viii)
(ix)
(x)

GAP and certification procedure and compliance;
integrated pest management practices;
farm mechanization;
organic rice farming practices and certification procedure and compliance;
land preparation and sustainable land management techniques;
on-farm micro irrigation techniques and innovation;
post-harvest handling and storage techniques;
climate change adaptation techniques;
environmental issues in farming; and
gender issues in farming.

72.
Farmer group training: Support and capacity building will be provided to agricultural
production groups and water user groups in group formation, management, administration,
accounts, logistics, contract farming, value addition and marketing, certification and networking.
The aim of this capacity building is to encourage several farmers groups in a district to evolve
into agricultural cooperatives.
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73.
This initiative will be implemented under project output 2: Climate-smart agriculture
promoted, sub-output 2.2: capacity building for climate smart agriculture, agribusiness, and farm
mechanization.
2.

Technology transfer and mechanization

74.
Financial and technical support to farmers and farmers groups regarding farm based
CSA infrastructure and mechanization will be provided in the following areas of mechanization
and technology transfer:(i) land clearance and leveling equipment (tractors and laser precision
land levellers, ploughing equipment); (ii) planting equipment (seed drills etc.); (iii) small scale
on-farm irrigation (ponds, drip, sprinkler systems); (iv) water storage and conservation facilities;
and (vi) equipment for the application of agricultural inputs (high quality seeds and planting
material, bio-fertilizer, pesticides, herbicides and agricultural tools and implements).
75.
This associated subproject initiative will be implemented under project output 1: Critical
agribusiness value chain infrastructure improved and made climate-resilient, sub-output 1.2:
infrastructure and technology transfer for climate smart agriculture improved.
3.

Smallholders Financing Scheme

76.
A budget of $1.25 million based on a grant of approximately $25,000 for 50 agricultural
production groups (APGs) ($will be established to enable VPGE members, to borrow funds for
their members, supplying vegetables to the pack house, on a group guarantee basis for the
procurement of CSA technology and mechanization at standard government lending rates. The
key elements of APG formation and operation are as follows:
(i)
(ii)
(iii)
(iv)
(v)

(vi)
(vii)

(viii)
(ix)
(x)
77.

The formation of the APG must be driven by the farmers group members
themselves, and overseen by the DAFO;
The project will provide the farmers groups with seed capital of $25,000 for 50
APGs;
Membership is open to all accredited members of the farmers groups;
The farmers groups must open a bank account, approved by the DAFO, with
dedicated joint signatories from the farmers groups management committee;
The farmers must organize themselves into small subgroups of five households;
each subgroup being responsible for repaying loans (with interest) at the end of
the season to the management committee of their group;
Funds will be loaned at an interest rate of 5% per annum repayable in full 2 years
from the date of the loan;
Non-payment of loans within 6 months of their expiry date will result in the debtor
subgroup being disbarred from applying for and receiving further loans from the
SFS;
Funds will be repaid to the SFS and made available to other farmers groups
members;
Loans are guaranteed by a legal document, by each member of each subgroup,
witnessed by the Chairman of the farmers groups;
The funds available in the SFS become a joint property of the farmers groups.

Procedure for accessing the SFS. The following is proposed:
(i)

The DAFO, through its extension officer, calls a general meeting of all the
farmers in the farmers groups, together with a representative of the project staff
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(ii)

(iii)

to explore the farmers' interest in starting an APG and the financial support
available from the project for SFS.
The project staff explains how the SFS works, who can be a member, and what
are members’ responsibilities, and range of CSA technology and agricultural
inputs that can be financed by the SFS.
Following the formation of the AGP and appointment of its officers and
subgroups, an agreement is signed between the AGP and the project.

78.
Monitoring and valuation of the SFS: The management committee will keep
accounting records of SFS funds disbursed and received in a format agreed by the DAFO, and
the project staff will inspect the books of the SFS on a 6-monthly basis. If, in the view of the
project, unpaid outstanding loans have reached an unacceptable and unsustainable level, the
SFS scheme will be suspended.
C.

Land Acquisition and Resettlement

79.
The safeguards team visited the enterprise and group members to enquire as to land
requirements. The subproject will use additional land for construction of a cool storage facility
but will not require any involuntary land acquisition. Two members of the group have land
available that can be purchased by the group in a transparent private commercial transaction
that would be approved by all members of the group. The group does not want to use public
land or community land for the facility. Management team members of the group have two plots
of land in Thongset village that they are prepared to sell. The exact area needed for the facility
is not yet determined but should not exceed 600 square meters. Whereas the project is
categorized as B for safeguard area 2, the issue of land acquisition under this subproject
appears to lay outside of the ADB SPS (2009) and the subproject is categorized as C. However,
there are due diligence issues that must be addressed as the subproject moves towards
implementation.
80.
At the feasibility stage, the VPGE has yet to finalize planning for expansion and must
revert to group members for a decision on the purchase or long term lease of the additional land
needed. Due diligence is required to ensure that all group members have been consulted and
the decisions regarding purchase or lease of what land have been taken in a transparent
manner with group members in consensus. Of particular relevance here is the membership of
some ethnic group households in the group.
D.

Indigenous People

81.
Paksong is on the Bolaven plateau, an area populated by different Mon-Khmer ethnic
groups like the Laven (Bolaven means place of the Laven), Alak, Katu, Ta-oy and Suay among
others. The Katu and Alak are known in Lao for their annual water buffalo sacrifice, which
usually takes place during the full moon of March, paying homage to the village spirit. Another
unique custom of the Katu is the carving of wooden coffins for each member of the household
well before an expected death. Several Katu and Alak villages can be found along the road from
Pakse to Paksong (about 45 kilometers). The Laven make up around 50% of the local
population in Paksong.
82.
The safeguards team met and interviewed some Laven members of the VPG ethnic
group representing about 50% of the population in Paksong. They began integration with
mainstream Lao society as the French colonialists introduced coffee plantations to the area.
Now their culture has been so influenced by the Lao mainstream they have become well
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integrated into the Lao society, and those living close to population centers are pursuing similar
if not identical livelihood activities as the Lao mainstream, and are fluent in spoken Lao
language. They are also members of producer groups under the VPGE.
83.
An indigenous peoples’ development framework has been prepared for the project.
However, given the beneficial impacts and lack of any negative impacts from the subproject on
ethnic group households, and the full integration of ethnic group subproject group members into
mainstream Lao, it is not proposed to prepare a separate indigenous peoples’ plan (IPP)for this
subproject. Instead, elements of an IPP are included here in this subproject report. The most
important principle is that ethnic group members are given the same opportunities and equality
in regards to consultation, group decision making and accessing subproject benefits.
1.

Indigenous Peoples’ Plan Elements

84.
Due diligence is required to ensure that all group members households are properly and
meaningfully consulted in regard to group management decisions. Decisions as to land
acquirement (choice of plot) and whether the group shall lease or buy, must be discussed at
open group meetings and transparent vote taken by the membership. Project implementation
staff must observe that the process has been participatory and transparent and should ensure
that VPGE follow basic guidelines in the decision-making meetings as follows:
(i)
(ii)
(iii)
(iv)

(v)
(vi)
(vii)

(viii)

(ix)

(x)
(xi)

(xii)

The subproject activities, benefits, and impacts are clearly explained to all
members;
Ethnic groups are provided equal access to project activities and benefits;
Household level requirements and commitments for implementing the subproject
are explained;
In case of irreconcilable differences, the project implementation staff must advise
the group members of the grievance redress procedure contained in the
indigenous peoples’ development framework;
The group must agree beforehand as to the extent of majority needed to carry
decisions;
Each household member has equal voting rights;
To ensure transparency and full participation, group meeting agendas should be
presented in both Lao and ethnic minority language to ensure full understanding
and comprehension by ethnic minority men and women;
Minutes of these group meetings must be taken, and minutes must include the
names of all people participating and this must differentiate between gender and
ethnicity;
Disagreements and objections must be recorded in the minutes, providing details
of the issue or objection, identity of the person objecting, and this should indicate
gender and ethnicity;
A record is taken of the vote, those for and those against;
The decision-making process will be subject to a 100% audit, whereby the
external monitoring agency for resettlement and land acquisition and indigenous
people or ethnic groups will check to verify that due diligence was carried out
satisfactorily; and
The project monitoring and evaluation system must track the participation of
ethnic groups in the subproject groups: (i) the number of ethnic groups
households accessing the smallholders financing scheme;(ii) the number and
resolution of any grievances presented; and(iii) the number of audits conducted
by the external monitoring agent and the status of the audit results.
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85.
It will be the responsibility of the NPMO and project consultants to ensure that the PAFO
and DAFO staff are sufficiently trained to carry out their tasks and that the monitoring and
evaluation reporting is followed through.
E.

Environment
1.

Environmental Criteria and Standards

86.
Screening and Categorization: At an early stage of the project, the environmental
assessment process screens and categorizes proposed projects based on the significance of
potential project impacts and risks. Screening and categorization are undertaken to (i) reflect the
significance of potential impacts or risks that a project might present; (ii) identify the level of
assessment and institutional resources required for the safeguard measures; and (iii) determine
disclosure requirements. A project’s category is determined by the category of its most
environmentally sensitive component, including direct, indirect, cumulative, and induced impacts
in the project’s area of influence. The nature of the environmental assessment required for a
project depends on the significance of its environmental impacts, which are related to the type
and location of the project; sensitivity, scale, nature, and magnitude of its potential impacts; and
availability of cost-effective mitigation measures. Projects are screened for their expected
environmental impacts, and are assigned to one of the following four categories:
(i)

(ii)

(iii)
(iv)

Category A. Projects could have significant adverse environmental impacts. An
environmental impact assessment (EIA) is required to address significant
impacts.
Category B. Projects could have some adverse environmental impacts, but of
lesser degree or significance than those in category A. An initial environmental
examination (IEE) is required to determine whether significant environmental
impacts warranting an EIA are likely. If an EIA is not needed, the IEE is regarded
as the final environmental assessment report.
Category C. Projects are unlikely to have adverse environmental impacts. No
EIA or IEE is required, although environmental implications are reviewed.
Category FI. Projects involve a credit line through a financial intermediary or an
equity investment in a financial intermediary. The financial intermediary must
apply an environmental management system, unless all projects will result in
insignificant impacts.

87.
Standards: Subprojects are obliged to conform to environmental standards of both the
ADB and Lao PDR government. Based on the ADB's Rapid Environment Assessment
Checklist, the project is classified as Category B, requiring the preparation of an IEE. The IEE
can be reviewed as a separate linked document.
88.
The IEE found that there will be no significant adverse environmental impacts associated
with the proposed works since the proposed project will plan design and construct new buildings
that conform to higher environmental standards. The subproject is not located in
environmentally sensitive areas. The generic mitigation measures described in the IEE will be
used as tool for environmental management and monitoring that can minimize site-specific
negative environmental impacts. However, the IEE will be updated, if necessary, upon
completion of the detailed engineering design.
89.
Relevant ADB environmental policies and guidelines used in the preparation of this
IEE are:
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(i)
(ii)
(iii)
(iv)
(v)
(vi)

Safeguard Policy Statement (SPS) (2009);
Operation Manual Bank Policies on SPS (2009);
Environment Policy of the Asian Development Bank (2002);
Environmental Assessment Guidelines (2003) – Annex 3: Content and Format of
Initial Environmental Examination;
Environmental Guidelines for Selected Agricultural and Natural Resources
Development Projects (1991); and
Rapid Environmental Assessment (REA) Checklist (2013).

90.
The REA checklist for the preparation of IEE was completed and verified by
international and national environment specialists during the site visits on 30-31 March 2016 in
the project provinces. The main purpose of the site visits are:
(i)

(ii)
(iii)

(iv)

(v)

assessment of the existing location and the surrounding environment of the
subproject locations and identify if there are sensitive areas, archaeological sites
and historical sites located in or near the project area;
identify potential environmental and socioeconomic impacts on the proposed
construction;
consultation with the officials and staff of Provincial Department of Agriculture,
Provincial Department of Environment, Provincial Department of Water Resource
and Meteorology, Provincial Department of Rural Development and local
authorities (village chief and commune council) about the project;
consultation with communities involved in the project, including those immediate
beneficiaries to determine their levels of involvement and specifically discuss and
scope relevant environmental issues with them; and
conduct social perception survey through key informant interviews to
stakeholders.

91.
Overall this subproject will result positively. It will contribute to both improved agricultural
production and dramatic improvement in the post-harvest handling. Through extension, there
will be opportunities for farmers to maximize income opportunities through adoption and
promotion of both the GAP and CSA approaches. The increase in availability of clean
agriculture products will fit within Lao PDR’s strategy on climate change 2010, in both
adaptation options and greenhouse gas mitigation as stated to secure a future where Lao PDR
is capable of mitigating and adapting to changing climatic conditions in a way that promotes
sustainable economic development, reduces poverty, protects public health and safety,
enhances the quality of the natural environment, and advances the quality of life for all Lao
people.
IV.
A.

TOTAL INVESTMENT, FUNDING ARRANGEMENTS AND FINANCING PLAN
Investment costs and financing plan

92.
Investment cost. The subproject is estimated to cost $317,035 as shown in the table
below.
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Table 6: Investment Cost ($)
Item
Land
Building
Washing machine
Grading machine
Cold room, 4 tons
Air conditioner
Refrigerated truck, 3 tons
Refrigerated system
Non-refrigerated truck
Electric power source
Certification (GAP/GMP/HACCP)
Base cost
Physical contingencies
Total capital cost
Management costs subsidy (over 5 years)
Revolving credit fund
Total subproject cost

Quantity
Unit
hectare
unit
unit
unit
unit
unit
unit
unit
unit
unit
lump sum

Qty
1
1
1
1
1
1
1
1
1
1

5%

Cost
Unit
Total
32,000
32,000
72,600
72,600
2,100
2,100
3,200
3,200
21,000
21,000
5,250
5,250
32,000
32,000
15,750
15,750
15,750
15,750
1,050
1,050
6,000
6,000
206,700
10,335
217,035
100,000
0
317,035

GAP = good agricultural practice, GMP = good manufacturing practice, HACCP = hazard critical control points
certification.
Source: Consultants’ estimates.

93.
In addition to the capital investment cost, the project will also provide a subsidy of
$100,000 for the management costs of the enterprise over the first 5 years of its operations with
the objective of achieving sustainability and self-sufficiency on project completion.
94.
A pilot small scale RCF of $25,000 will be established to enable VPGE members to
borrow funds and supply vegetables to the pack house. The VPGE will maintain and operate the
fund for the procurement of climate-smart agriculture technology and mechanization based on
terms and conditions acceptable to the government.
95.
Financing plan. The project will provide up to 60% of the financing in the form of a
matching grant, while the subproject owners will raise the remaining 40% by a combination of
commercial loans and own equity. The subproject financing plan is presented in the table
below.
Table 7: Financing Plan ($)
Source
Government (grant)
Beneficiary contribution
Total

Amount
308,435
33,600
342,035

Percent
90.2%
9.8%
100.0%

Source: Consultants’ calculation.

B.

Estimation methods, unit costs and ratios
1.

Estimation methods

96.
The estimated construction cost and supply of materials, vehicles and equipment for the
pack house planned for delivery to the VPGE at Thongset, Pakxong District is based on
information supplied to the consultants by FAO. The existing packhouse, vegetable collection
point and post-harvest handling facility was constructed, vehicles and equipment provided by
FAO in 2014 and funded by the Common Fund for Commodities. The 4 tons per day capacity

28
vegetable pack house constructed by FAO at Thongset Village, has been used as an exact
model in the feasibility study. The estimated costs for GAP, GMP and hazard critical control
points certification (HACCP) are based on information obtained from DOA, Department of
Agricultural Extension and Cooperatives, and Khammouane PAFO.
2.

Unit costs and ratios

97.
All costs, which have been inflated by 5% from the 2014 figures and a contingency
reserve included to allow for price sensitivity, have been verified by the international and
national procurement specialists and the experienced national agro-processing engineer, civil
engineer (rural infrastructure specialist), and the Deputy Team Leader, during feasibility study
field work.
Table 8: Example of the Good Agricultural Practice Certification Cost
(Producers Groups of 24 members)
#

Details

1
2

Audit fees
DSA auditor +
Driver
Opening meeting
fee
Transportation cost

3
4

5 Certification fees
Total
a
b

Unit
3 days x 2 persons
3 persons x 4 days
1 time
VTE-CPS (1,470 x 8 km/l =
184 l)
Local travel
Maintenance
2 units (Lao and English)

Unit cost
(kip)
300,000
250,000

Amount
(kip)
1,800,000
3,000,000

Amount ($)

700,000

700,000

87.5

7,000

1288000

161

280,000
500,000
200,000
7,768,000

35
62.5
25
971

100,000

225
375

Estimation given by the Standard Division of DOA, Mr. Thavisit (Deputy Director of the Standard Division).
Rate is applicable for the organic certification.

98.
If GAP costs can be extrapolated to cover more farmers joining the VPGE, the desire for
organic certification before the expiry of the project and GMP and/or HACCP certification
necessary for the pack house, a total round figure of $5000 has been included.
99.
Enterprise management costs are based on the model of startup small and medium
enterprises (less than 10 permanent workers) which were provided by the SMEPDO office of
the Ministry of Industry and Commerce. An estimated sum of $30,000 has been included,
declining (20% -20% - 20% -30%- 10%) annually until year 6 at zero.
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Table 9: Example Enterprise Management Costs
Enterprise management cost
Unit Unit cost (Kip/month) Amount (Kip/year) Amount (USD/year)
I. Fix cost
1.1. Salary & wage

281,602,500

35,200

246,350,000

30794

Remarks

Managing Director (Full-time)

13

5,000,000

65,000,000

8,125 1 pers x 13 months

Marketing exceclutive (Full-time)

13

3,000,000

39,000,000

4,875 1 pers x 13 months

Quality assurance manager (Full-time)

13

3,450,000

44,850,000

5,606 1 pers x 13 months

Permanent worker

65

1,500,000

97,500,000

12,188 5 pers x 13 months

1.2. Health & Insurance - Insurance

13

647,500

8,417,500

1,052 5% of salary & wage

1.3. Taxes & fees - Management

13

1,295,000

16,835,000

2,104 10% of salary & wage

1

10,000,000

10,000,000

1,250 Communication, office supplies, fuel, meals allowance

II. Variable cost

59,384,000

7,423

2.1. Salary & wage

52,800,000

6,600
6,600 5 workers x 80,000 kip /day (22 working-days) x 6 months per year

1.4. Utilities

Seasonal worker

30

1,760,000

52,800,000

2.2. Health & Insurance - Insurance

6

88000

528,000

66 10% of salary & wage

2.3. Taxes & fees - Management

6

176000

1,056,000

132 20% of salary & wage

2.4. Utilities

1

5,000,000

5,000,000

625 Communication, office supplies, fuel, meals allowance

Total

42,623

Remark: This estimation cost is from the SME model entreprise of less than 10 workers

SME = small and medium enterprise.

100. Farm based investments costing is not stated specifically, as individual farmer
applicants for farmed based infrastructure and technology transfer or mechanization will be
supported financially from the lump sum amount included under sub-output 1.2.
101. Farmer training and capacity building costs are not stated specifically, however, they
are included under sub-output 2.2 and will be financially supported under a lump sum provision
for this item.
Table 10: Estimate Cost of Farmer Group or Agricultural Cooperative Formation
#

Detail

Introduction training on Producers Group
concept
1
DSA (PAFO staff, DAFO staff and district authority)
2
Accommodation
3
Transportation
4
Coffee break
II
Producers Group foundation
Step 1: Introduction training on PG regulation
1
DSA (PAFO staff, DAFO staff and district authority)
2
Accommodation
3
Transportation
Step 2: Data survey
1
DSA (PAFO staff, DAFO staff and district authority)
2
Accommodation
3
Transportation
Step 3: Main finding presentation
1
DSA (PAFO staff, DAFO staff and district authority)
2
Accommodation
3
Transportation
Step 4: Document preparation and Ordinary assembly
preparation
1
DSA (PAFO staff, DAFO staff and district authority)
2
Accommodation
3
Transportation

Unit

Quantity

Unit cost
(Kip)

Amount
(Kip)
1,610,000

Amount
($)
201

900,000
450,000
140,000
120,000
5,130,500
1,105,000
550,000
300,000
255,000
1,170,000
500,000
450,000
220,000
1,020,000
500,000
300,000
220,000
1,835,500

113
56
18
15
641
138
69
38
32
146
63
56
28
128
63
38
28
229

550,000
300,000
255,000

69
38
32

I

day
day
day
day

1
1
1
1

900,000
450,000
140,000
120,000

time
time
time

1
1
1

550,000
300,000
255,000

time
time
time

1
1
1

500,000
450,000
220,000

time
time
time

1
1
1

500,000
300,000
220,000

time
time
time

1
1
1

550,000
300,000
255,000

30
4
Coffee break
time
1
500,000
500,000
63
5
Office supplies
time
1
230,500
230,500
29
III
Ordinary assembly (6 & 12 months)
2,320,000
290
1
DSA (PAFO staff, DAFO staff and district authority) time
2
450,000
900,000
113
2
Accommodation
time
2
450,000
900,000
113
3
Transportation
time
2
140,000
280,000
35
4
Meeting cost
time
2
120,000
240,000
30
VI
Group management training
6,075,000
759
1
DSA (PAFO staff, DAFO staff and district authority) day
2
1,700,000
3,400,000
425
2
Accommodation
day
2
900,000
1,800,000
225
3
Transportation
day
2
127,500
255,000
32
4
Coffee break
day
2
50,000
100,000
13
5
Office supply
day
2
260,000
520,000
65
V
Follow up training (12 months)
7,260,000
908
1
DSA (PAFO staff, and DAFO staff)
day
12
200,000
2,400,000
300
2
Accommodation
day
12
150,000
1,800,000
225
3
Transportation
day
12
255,000
3,060,000
383
Total
26,455,500
3,307
Source: Extension and Cooperative unit of PAFO Khammouane, Mr. Keoviengkhone Sahavong, Head of unit, 020
55160449.

V.
A.

IMPLEMENTATION AND OPERATING ARRANGEMENTS

Executing and Implementing Agencies

102. The executing agency for the project will be the Ministry of Agriculture and Forestry
(MAF). MAF will delegate the responsibility for overall project coordination and management to
its Department of Planning and Cooperation (DOPC). In turn, DOPC will establish a national
project management office (NPMO) that will be responsible for project coordination and
management, including financial management of project accounts, procurement of goods and
works, recruitment of consultants, and monitoring and reporting.
103. To ensure inter-agency cooperation at the national level, a national steering committee
(NSC) will be established under the Food Security and Commodities Committee, which will
establish a dedicated subcommittee for this purpose. The NSC will be chaired by a Vice Minister
of MAF and will include representation from the Ministry of Finance; Ministry of Planning and
Investment; Ministry of Industry and Commerce; Ministry of Public Works and Transport;
Ministry of Foreign Affairs; Water Resources and Environmental Administration; National Land
Management Authority; Lao Women’s Union (LWU); Committee for the Advancement of
Women’s Affairs and the provincial Vice Governors from the participating provinces. The NSC
will meet annually or as required to review overall implementation progress, approve annual
work plans and budgets, and provide overall policy guidance. The NPMO will provide secretariat
services to the NSC.
104.

The NPMO will be assisted by a team of project implementation consultants (PIC).

105. Implementing agencies: In the six project provinces of Champasak, Khammouane,
Saravan, Savannakhet, Sekong, and Vientiane, the implementing agencies will be the provincial
agriculture and forestry offices (PAFOs). A provincial project implementation unit (PPIU) will be
established in each PAFO to be responsible for financial management at provincial level, and
coordination and management of implementation of subprojects. The PPIU will also coordinate
and supervise the work of the district project implementation units (DPIUs)
106. To assist in implementation at the district level, DPIUs will be established within
participating district agriculture and forestry offices (DAFOs). The DPIUs will provide
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coordination and supervision of subproject activities at district level. They will be responsible to
assist with (i) identification of associated initiatives; (ii) community development activities; (iii)
environment management activities; (iv) indigenous people development activities; (v) gender
action plan activities; and (vi)monitoring and reporting on physical progress of implementation.
B.

Subproject Implementation Management
1.

Detailed design phase

107. The initial design and costing of this subproject has been undertaken by PPTA
consultants and represents an initial feasibility study and preparation of the subproject within the
confines of the resources and time available to the PPTA team. The NPMO should request a
revision or verification of some details of the subproject’s design. The NPMO will be responsible
for the recruitment of consulting engineers to review the detailed designs, bid document
preparation and if approved, will supervise the construction, along with the PICs. Detailed
designs will be reviewed by NPMO and the engineer from the PIC to ensure internationally
acceptable design standards have been incorporated and that engineering designs address the
potential impact from climate change. Comments will be referred to the detailed design
consultants for amendment and subsequent preparation of bidding documents. Detailed designs
must be approved by the NPMO with input from the Director of the PAFO and submitted to the
PSC for funding approval. Once funding approval has been provided, the recruitment of
contractors can proceed. The detailed design consultants can also proceed with the preparation
with bidding documents.
108.
As the cost is likely to require only National Competitive Bidding (NCB), the NPMO will
invite bids for construction in accordance with ADB’s and government’s requirements as set out
in the project procurement plan.
2.

Construction phase

109. Construction supervision will be provided by the PAFO with the assistance of the PIC
and in collaboration with the contractors. The contractor will maintain a construction log from
which the PIC will assess the physical progress of the work against the schedule in the contract
and authorize payments accordingly. If issues arise, then the NPMO will be advised accordingly.
Strict adherence to quality standards will be enforced. After the construction and warranty
period, as defined in the contract with the contractors has lapsed, the pack house will be
handed to the Champasak PAFO who will transfer it, legally, to the VPGE.
3.

Operational phase

110. The provision of the maximum capacity building and advisory input in the first 2years of
operation will be the key to the subproject’s sustainability. The PAFO will be responsible for
maintaining close contact with the pack house management, and the project will support the
VPGE’s operations directly or indirectly through the PAFO in undertaking the following key
activities (i) in association with project training advisers, assist in the development of capacity
building programs; (ii) networking in the sphere of marketing and ensuring that domestic and
international buyers are linked to the VPGE; and (iii) verification for GAP, GMP, and HACCP.
111. The NPMO monitoring and evaluation consultant will monitor the impact of the
subproject investment by carrying out annual impact monitoring surveys relating to storage unit
management and operation, tracking progress and make recommendations for improvement.
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4.

Role of the Provincial Agriculture and Forestry Office

112. The following tasks will be completed by PAFO under the overall supervision of the
NPMO:
(i)

(ii)
(iii)
(iv)

5.

In association with project training advisers, assist in the development of capacity
building programs related to CSA and mechanization, cropping calendar, crop
post-harvest handling, value addition, marketing and farmers group
management, administration and logistics.
The PAFO will organize and arrange open days to the VPGE site for project
candidate subproject to demonstrate the work undertaken.
The PAFO will have an oversight on the technical and infrastructure aspects of
the pack house construction.
Assist the NPMO monitoring and evaluation consultants in monitoring the impact
from the subproject investment by carrying out annual impact monitoring surveys
relating to pack house management and operation, vegetable marketing
progress and in making recommendations for improvement.
Role of contractors

113. The contractor will be responsible for following the detailed design, the construction
process and the quality of work to be established under the contract and will prepare and submit
construction diaries in order that PAFO and NPMO can monitor progress. The contractor will be
responsible for a timely handover of the infrastructure in accordance with the contract.
6.

Role of project implementation consultants

114. During the preparation of the detailed design, the PICs will support the preparation of the
detailed engineering design as required. A rural infrastructure engineer specialist will be part of
the PIC and there will be an assessment that adequate provision has been made to
accommodate the potential impact from climate change relating to extreme weather events. The
PIC will also review bid documentation to ensure that they conform to the requirements of ADB
and the government.
115. The PIC will ensure that quality assurance is maintained during construction supervision
and will wherever possible, work with the trainers to ensure the satisfactory management and
operation of the pack house. Approval for payments under the construction contract must be
ratified by the PIC before being authorized for payment through the NPMO.
116. The PIC will work with the contractors and with the PAFO to ensure efficient subproject
implementation. The PIC in conjunction with the NPMO will ensure inter-agency coordination.
7.

Role of subproject beneficiaries

117. The VPGE will provide land or purchase land to site the pack house. It is expected that
the beneficiaries, VPGE, with PAFO and project support will appoint a manager and staff to
manage and operate the pack house and its business of collection, post-harvest handling
marketing group HVC.
118. The project aims to transfer the pack house to the VPGE when ready for operation. The
cost of managing the pack house and its business operations will be supported by the project on
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a sliding scale during the duration of the project. The cost for minor repairs and maintenance will
be covered by the VPGE.
C.

Subproject implementation schedule

119. The implementation schedule for the subproject is dependent upon the time needed for
program approval through ADB and the government, as well as the length of time it takes to set
up implementation structures and operational accounts. The construction should take no longer
than 6 months. The subproject should be able to start in the fourth quarter of 2018 providing
project implementation commences in the third quarter of 2018.
D.

Procurement

120.

The following procurement packages are envisaged at this stage:

121. The following goods will be procured through Shopping (post review of ADB). These
items will be procured through a single package with lots, one lot for one item. The evaluation
and contract award will be done lot-wise.
Table 11: Goods to be Procured through Shopping Method
Item

Quantity Estimated Cost ($)
Washing machine
1
2,100.00
Grading machine
1
3,200.00
Cold room (4m x 4m x 4m) capacity 4 tons
1
21,000.00
Air conditioner
1
5250.00
Refrigerated truck, capacity 3 tons
1
32,000.00
Refrigerated system including installation
1
15,750.00
Truck (non-refrigerated)
1
15,750.00
Electric power source including installation
1
1,050.00
m = meter.

Table 12: Works to be Procured through Shopping Method
Item
Estimated Cost ($)
Building construction
60,000
Building (8 m x 8 m) capacity
12,600
m = meter.

122. All procurement of goods and works will be undertaken in accordance with ADB’s
Procurement Guidelines (2015, as amended from time to time).
123. International Competitive Bidding (ICB) procedures will be used for goods valued at
$1,000,000 or above; NCB procedures will be used for goods valued below $1,000,000 but
equal to $100,000 or above; and Shopping procedures will be used for goods valued below
$100,000. ICB procedures will be used for works valued at $3,000,000 or above; NCB
procedures will be used for works valued below $3,000,000 but equal to $100,000 or above;
and Shopping procedures will be used for works valued below $100,000.
124. All consultants will be recruited according to ADB’s Guidelines on the Use of Consultants
(2013, as amended from time to time).
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125. Except as ADB may otherwise agree, the following process thresholds shall apply to
procurement of goods and works.
Table 13: Procurement of Goods and Works Process Thresholds
Method
International Competitive
Bidding for Works
International Competitive
Bidding for Goods
National Competitive
Bidding for Works

National Competitive
Bidding for Goods

Procurement of Goods and Works
Threshold
$3,000,000 and above

Comments

$1,000,000 and above
Beneath that stated for
International Competitive
Bidding, Works

Shopping for Works

Beneath that stated for
International Competitive
Bidding, Goods
Below $100,000

Shopping for Goods
Direct Contracting

Below $100,000
Below $5,000

NPMO to procure all NCB packages.
The first package shall follow prior
review procedures. The first draft
English version of the procurement
documents should be submitted by
NPMO for ADB review and approval
regardless of the estimated contract
amount. ADB-approved documents
should be used as a model for all
subsequent NCB procurement
financed by ADB and need not be
subjected to further prior review.
Same as NCB for works

NPMO or PPIUs to procure all
shopping packages.
The first package shall follow prior
review procedures. The first draft
English version of the procurement
documents should be submitted by
NPMO for ADB review and approval
regardless of the estimated contract
amount. ADB-approved documents
should be used as a model for all
subsequent shopping procurement
financed by ADB and need not be
subjected to further prior review.

Table 14: Procurement of Consulting Services Process Thresholds
Consulting Services
Method
Comments
Quality and Cost Based Selection (QCBS) Prior review 90:10 (PIC and FME)
Least Cost Selection (LCS)
Prior review (external auditor)
Single Source Selection (SSS)
Prior review (IRRI)
Consultants’ Qualifications Selection
Prior review (EMA)
(CQS)
Individual Consultant Selection (ICS)
Prior review
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VI.
A.

SUBPROJECT OUTCOME AND IMPACT

Subproject Outcome and Impact
1.

Performance Indicators

126. Performance indicators will include (i) beneficiaries; (ii) rural livelihoods; (iii) increases in
production and decreases in post-harvest losses; and (iv) value chain linkages and marketing
efficiency. The proposed subproject has the following potential key impacts:
(i)

(ii)
(iii)
(iv)
(v)

(vi)

(vii)

(viii)

(ix)
2.

pack house operation will offer a marketing outlet to VPGE members for (a) 490
tons of HVC per annum in the dry season from 14 hectares under cultivation; (b)
1,400 tons of HVC per annum in the wet season from 20 hectares under
cultivation; and (c) a total of 1,890 tons of HVC per annum in the wet season
from 34 hectares under cultivation. By 2024, production will have and cultivated
area will increase by around 25%, due to increased group membership, the
application of improved CSA techniques and enhanced marketing opportunities
to (a) 620 tons;(ii) 1,750tons; and (c) 2,360 tons from 43 hectares under
cultivation, respectively;
average off (dry) season prices of HVC will be 10% to 20% higher than in
season;
household income will increase by 30% by 2026(from a baseline established in
2017);
the subproject will generate additional demand for hired labor to work in the pack
house due to the increased HVC throughout;
with expanded HVC production opportunities, and improved incomes, the
subproject may lead to some reduction in out migration levels as HVC production
and marketing becomes more profitable;
services and technical information will be improved, through training and capacity
building in the adoption of innovative HVC CSA techniques, optimum cropping
calendar, post-harvest handling, value addition, marketing, group management,
administration, logistics and networking;
HVC post-harvest losses will be reduced by 10% (from a baseline of 35% loss on
average). Average HVC yields are expected to increase by 15% (from a baseline
in 2017);
with increased household revenues, school drop out levels may decrease as
families are better able to pay for their children's education and women's access
to extension. Increased household incomes will lead to a reduction in household
debt levels, and a subsequent decrease in the incidence of domestic violence in
farming households;
Increased awareness of gender equality should lead to improved sharing of
household chores and tasks.
Evaluation Arrangements

127. The first month after the pack house has been completed and prior to its transfer to the
VPGE, a review of the implementation arrangements will be undertaken. Performance
indicators will include (i) beneficiaries; (ii) rural livelihoods; (iii) increases in production and
decreases in post-harvest losses; and (iv) value chain linkages and marketing efficiency.
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3.

Reporting Arrangements

128. In line with the overall project performance management system (PPMS) framework, a
participatory benefit monitoring and evaluation program will be carried out following a design
that supports data requirements (segregated by gender and indigenous peoples) of a result
based management system that is linked to the design and monitoring framework (DMF).
Specifically, indicators and targets for all desired subproject outputs, outcomes, and impacts will
be defined for annual and, or episodic points in the subproject cycle in accordance with the
indicators in the DMF. The PPMS will provide a clear indication of subproject efficiency (planned
outputs against allocated inputs) and effectiveness (achievement of subproject outcomes and
impacts as a consequence of implementing planned interventions and investments). PPMS
activities will be conducted periodically to assess whether subproject inputs have delivered the
expected benefits to the intended beneficiaries. The PPMS will also detect deviations between
the plan and execution of the subproject. Any deviations between the plan and achieved results
(outputs, outcomes, and impacts) will be recognized by the NPMO in a timely manner, thereby
allowing corrective management actions and decisions to be taken.
B.

Economic and Financial Evaluation

129. The direct and quantifiable benefits of the subproject come from the net margins of the
products from the new collection point and pack house. These are benefits that accrue from the
purchase of high value vegetables from the VPGE’s own members, extending their produce’s
shelf life with fully equipped storage facility, processing them into high quality products and
marketing them to premium domestic and export markets. Only these benefits are quantified
and included in the economic analysis.
130. The results of the economic and financial evaluation show that the subproject is
economically and financially viable with an EIRR of 19% and FIRR of 12.9%. The sensitivity
analysis indicates that the subproject is most sensitive to benefits reduction, but the
performance remains above the required threshold levels.
C.

Social Impact Assessment

131. A social and gender impact assessment and subproject gender action plan is included in
Appendix IV.
D.

Environmental Impact Assessment

132. The IEE was prepared following the ADB Safeguard Policy Statement (SPS) (2009),
2003 ADB Environmental Assessment Guidelines, ADB Environmental Guidelines for Selected
Irrigation and Drainage Development Projects and relevant environmental policies and
guidelines of the government. The project is classified as Category B project under ADB
guidelines. Such projects are judged to have some adverse environmental impacts, most of
which is occurring during construction phase, but to a lesser degree and/or significance than
those for Category A projects. An IEE is required to determine whether or not significant
environmental impact warranting an EIA are likely. If an EIA is not needed, the IEE is regarded
as the final environmental assessment report.
133. During pre-construction planning and design: The issues related to project location
encompass the construction of a new packing house structure, a planning process which
includes decisions on design and layout, and where appropriate to incorporate the improvement
of vegetable collection and hygiene to achieve greater food safety.
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134. During implementation: The major issues during implementation concern compliance
with the environmental management planregarding construction of the vegetable collection and
marketing infrastructure, and management of construction spoil, waste generation, sources of
noise, improvement to occupational health and safety initiatives, ensuring site cleanliness and
protection to the immediate site environment as well as potential impacts associated with careful
transportation of goods to the site.
135. Post-construction: Main concern is the maintenance of the occupational health and
safety management initiatives, ensuring site cleanliness, effectiveness in energy-efficient
consumption and protection to the environment during transportation of goods.
136. Rapid Environmental Assessment: The initial rapid environmental assessment (REA)
for the project identified a medium climate risk, however the AWARE classification is that of high
risk. This PPTA has therefore completed a Climate Risk Assessment and Management
document, tabled as SD10. In addition, there is a need to undertake a Climate Risk and
Vulnerability Assessment for the whole project including construction and operational (post
construction) periods. This work has been included in the terms of referenceofthe International
Climate Changeand Environmental Specialist to complete during implementation, and to be site
specific.
137. The IEE includes an environmental management planwhich will be implemented by a
contractor to avoid or minimize negative environmental effects by following the IEE documents.
VII.
138.

CRITICAL RISKS

The subproject has the following perceived risks and assumptions:

139. Financial liabilities: The farmers groups and/or agricultural cooperatives vegetable
collection and marketing enterprises must ensure a transparent and efficient payment system to
their member, and other vegetable suppliers. Cash flow problems could emerge unless the
value chain is financially secured with legally enforceable contract-farming arrangements which
satisfy the prompt and smooth flow of funds. It is also desirable that some form of SFS is put in
place to ensure that farmers can be paid promptly for their produce. Furthermore, the time input
for managing and maintaining the pack house facilities will be perceived as worthwhile only if
the increase in income is sufficient.
140. Incentives to the private sector: Agribusiness development must be private sector led.
The farmers groups and/or agricultural cooperatives vegetable collection and marketing
enterprises will need to engage in contract-farming arrangements with private sector buyers
and/or exporter of vegetables. The private sector will be averse to participating in this subproject
without the engagement of the government to enable a private sector friendly business
environment and deliver a cost-effective policy dialogue.
141. Limited food safety testing laboratory competence: The food safety quality (pesticide
residues, heavy metal contamination, etc.) is as important as the sensory quality. The plant
protection laboratory capacity, which is the main laboratory designed for the control of crop food
safety, has limited crop product testing capacity needed to satisfy compliance with international
and standards (IEC/ISO 17025).
142. Government sector support: Government reduces support
development through insufficient budget allocation to MAF line agencies.

to

agribusiness
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143. Climate change impact: Negative impact of climate change on farming systems will
reduce crop yields and profitability.
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DESIGN AND MONITORING FRAMEWORK
Subproject results
Performance with targets Data sources and
Risks
chain
and baselines
reporting
Impact: Aligned with the National Socio-Economic Development Plan VIII (2016-2020) (8th NSEDP) and the
Ministry of Agriculture and Forestry’s (MAF) “Agricultural Development Strategy (ADS) to 2025 and vision to
the year 2030” - increased agricultural productivity, quality and safety, value addition, and increased rural
household incomes through the development of climate-friendly vegetable agribusiness value chains.
Outcome:
Resource efficiency
• Average HH earnings • Agricultural and
• Government reduces
and climate resilience
of vegetable farmers
household census
support to agribusiness
of the vegetable
rise by 30% by 2026
reports;
development through
agribusiness value
(base 2017);
insufficient budget
chain improved
allocation to MAF line
• Bank of Lao PDR
agencies;
• VPGE enters PPCP
annual reports;
arrangements with at
least 2 international
• Negative impact of
• MAF Statistical
Thailand vegetable
climate change on
Yearbook / production
buyers or HVC by
farming systems will
and investment
2024 (base 2017);
reduce HVC yields and
statistics;
profitability, and lower
capacity usage of the
• Women mainstreamed • Project progress reports
pack house
into the vegetable
based on Project
value chain with at
Performance and
least 1 female in VPGE
Management System
management team;
(PPMS) indicators;
•

Area under HVC
•
cultivation increased to
43 ha by 2024 (base of
34 ha in 2017);
•
•

Output 1:
Critical climate-resilient •
vegetable agribusiness
value chain
infrastructure improved
•

•

Output 2:
Climate smart
agriculture promoted

•

Packhouse at
•
Thongset Village
constructed &
•
operational by mid2019;
•
2360 tonnes of HVC
marketed per annum
by 2024 (base 1,890
tons);
VPGE Pack house to
achieve GMP &
HACCP certification by
2021.
> 75% of members of
VPGE trained in
climate smart
agriculture (CSA) by
2024; at least 40%

Project Mid Term
Review (MTR);
Project Completion
Report (PCR);
Project progress reports
based on PPMS
indicators;
PCR;
MTR;

•

Market instability due to
Gol interventions;

•

Negative impact of
climate change on
paddy production;

•

Collapse of
international rice
markets to levels under
rice C.O.P

•

Participating PAFOs
not fully committed to
subproject to undertake
associated activities to
FGs;

VPGE financial
statements

40

Appendix 1

•

•

•
•
Output 3:
•
Enabling environment
for climate-friendly
agribusiness enhanced

being women;
At least 4 designated
VPGE members
competent in booking
& accounts, group
administration &
logistics by 2022 (base
2017)
Vegetable yield
increased by 15%
(baseline established
end 2017)
Post-harvest losses
reduced by 10% by
2024 (base 2016);
SFS established and
operational by 2020.

•

Insufficient “take up” by
FGs of sub project
services, extension,
mechanization,

>75% of members of
VPGE GAP certified by
2024.

Key activities and with milestones
1. VPGE infrastructure
1.1 Construction of packhouse at Thongset village
1.2 O&M of pack house
1.3 Recruitment of VPGE pack house management staff
1.4 VPGE completion of GMP certification
1.5 VPGE completion of HACCP certification
2. Training & capacity building OF VPGE management and committee / farmers
2.1 Training of VPGE vegetable farmers in CSA techniques
2.2 VPGE member completion of GAP certification
2.3 Mechanization & technology transfer to farmers
Inputs
Financing (Infrastructure & equipment only)
Nb: FG training, capacity building & GAP certification will be funded from a lump sum allocated to project
sub outputs 2.2 and 1.2 respectively
ADB: $396,270 (grant to GoL)
Government: Nil
Beneficiary: $198,135 (commercial loan) and $66,045 (equity)
Co-financiers: Nil
Consultancy:
Oversight of PIC only (non-specific)
ADS = Agricultural Development Strategy to 2025 and vision to the year 2030; CSA = climate smart agriculture; FG =
farmers group; GAP = good agricultural practice; GMP = good manufacturing practice; GoL - Government of Laos;
HACCP = Hazard Critical Control Points; HH = households; HVC = high value crops; MTR = mid term report; PCR =
project completion report; PIC = project implementation consultants; PPMS = project performance and management
system; VPGE = vegetable producers group for export .
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LAND ACQUISITION AND INDIGENOUS PEOPLES/ETHNIC GROUPS
A.

Land Acquisition and Resettlement Screening

The following checklists are to be used in the identification and selection of SPs for
implementation. The objective of the checklists is to ensure that only Category B or C SPs are
selected according to project selection criteria.
Involuntary Resettlement Impact Categorization Checklist
Involuntary Resettlement Effects
1.

Will the activity require permanent or
temporary land acquisition?

2.

Is the site and land needed for
acquisition known?
Is the ownership status and current
usage of land to be acquired known?

3.
4.

Is the area of land required from each
affected HH known?

5.

Will land be acquired involuntarily?

6.

Will land be acquired voluntarily?

7.
8.

9.
10.

11.

12.

13.

14.
15.
16.

Will easement be utilized within an
existing Right of Way (ROW)?
1Was any facility constructed recently on
new land in anticipation of obtaining
further assistance for the facility from this
ADB project?
Was the land acquired legally under
GoL? (unknown = No)
Are there any outstanding complaints
about the land used or acquired for the
existing facilities?
Will the activity require permanent or
temporary relocation or displacement of
any people (titled or non-titled)?
Are there any non-titled people
(squatters) who live at the site or within
the COI / Right of Way / public land?
Will there be any loss of housing or
accommodation or other residential
structures?
Will there be any loss of residential land?
Will there be any loss of vegetable
gardens or agricultural plots?
Will there be any losses of crops, fruit
trees or private structures?

Not
Remarks
Yes No Know
n
X
FG infrastructure will be on land
acquired by the FG under private
commercial transactions from FG
members.
X
Will be chosen from 2 sites – FG
will vote to select.
X
Privately owned by FG member
X

100M2 for cool room/store
X

X

Purchased by FG from members
willing to sell. Private commercial
transaction.
Willing seller – willing buyer

N/A
X

X

Only legally acquired land will be
considered
X

X

X

X

X
X
X
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Involuntary Resettlement Effects

Not
Yes No Know
n
X

Remarks

17. Will there be loss of income sources and
means of livelihoods due to land
acquisition?
18. Will any small or informal businesses
X
have to be moved or closed temporarily
or permanently?
19. Will there be temporary or permanent
X
loss of employment as a result of the
closure of any businesses resulting from
the renovation?
Involuntary restrictions on land use or on access to legally designated parks and
protected areas
20. Will people lose access to natural
X
resources, communal facilities and
services?
21. If land use is changed, will it have an
X
adverse impact on social and economic
activities?
22. Will access to land and resources owned
X
communally or by the state be restricted?
Information on Displaced Persons:
23. Any estimate of the likely number of persons that will be
displaced by the Project?
[ ] No
[X ] Yes
If yes, approximately how many?
_______None__X_____________
24. Are any of them poor, female-heads of households, or
vulnerable to poverty risks?
[X ] No
[ ] Yes
25. Are any displaced persons from indigenous or ethnic
minority groups?
[ X ] No
[ ] Yes

43

Appendix 2

B. Project Data

Country/Project No./Project

PPTA8897
–
CAM/LAO/MYA:Climate-FriendlyAgribusiness
ValueChainsSectorProject

:

Title

Laos – Subproject: Vegetable Producers Group for Export (Khum
Pralit Peudpak Pheua Kan Song – Ok): Vegetable Collection Point
and Pack House Feasibility Study

Department/ Division

:

Southeast Asia Department/ Environment,Natural Resources
and Agriculture Division(SERD)

Processing Stage

:

Feasibility Study

Modality
[ ] Project Loan
Sector Loan

:
[ ] Program Loan
[ ] Financial Intermediary
[ ] General Corporate Finance
[X]
[ ] MFF
[ ] Emergency Assistance
[ ] Grant
[ ] Other financing modalities:

C. Involuntary Resettlement Category
[
Category A

] New
Category B

[

D. Comments
Project Team Comments:
The subproject is classified as category C for involuntary
resettlement and/or involuntary land acquisition. Any land
required for FG infrastructure such vegetable or crop
grading, storage will be on land acquired under private
commercial transactions from members of the FG or
another willing seller under a private commercial
transaction.

] Recategorization ― Previous Category [ X ]
Category C
Category FI

X

SDES Comments:

E. Approval
Proposed by:

Reviewed by:

Project Team Leader, {Department/Division}

Social Safeguard Specialist, SDES

B.

Indigenous People Ethnic Minority Impact Screening Checklist:

This checklist is used to screen impacts and aid in project IP safeguard classification:
Subproject: Kum Palit Pak – Vege FG
Screening Form for Impacts on Ethnic Groups
Key concerns (Please provide elaborations on the remarks column) Yes No
A
1

2

Indigenous People Identification
Are there socio-cultural groups present in or use the project area
who may be considered as “tribes” (hill tribes, schedules tribes,
tribal peoples), “minorities” (ethnic or national minorities), or
“indigenous communities” in the project area?
Are there national or local laws or policies as well as
anthropological researches/studies that consider these groups

X

X

Not
Known

Remarks

12 of 24 FG
members
(50%) are
Laven EG
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present in or using the project area as belonging to “ethnic
minorities”, schedules tribes, tribal peoples, national minorities, or
cultural communities?
Do such groups self-identify as being part of a distinct social and
cultural group?
Do such groups maintain collective attachments to distinct
habitats or ancestral territories and/or to the natural resources in
these habitats and territories?
Do such groups maintain cultural, economic, social and political
institutions distinct from the dominant society and culture?

6

Do such groups speak a distinct language or dialect?

7

Has such groups been historically, socially and economically
marginalized, disempowered, excluded, and/or discriminated
against?
Are such groups represented as “Indigenous peoples” or as
“ethnic minorities” in any formal decision-making bodies at the
national or local levels?

8

B
9

Identification of Potential Impacts
Will the project directly or indirectly benefit or target indigenous
peoples?

10

Will the project directly or indirectly affect indigenous peoples’
traditional socio-cultural and belief practices? (e.g. child-rearing,
health, education, arts, and governance)
Will the project affect the livelihood systems of indigenous
peoples? (e.g. food production, system, natural resource
management, crafts and trade, employment status)

11

12

Will the project be in an area (land or territory) occupied, owned,
or used by indigenous peoples, and/or claimed as ancestral
domain?

X

Laven
X

Have moved
into lowland
areas
EM group
members
assimilated
fully into
mainstream
Lao.
Have own
language but
using Lao
daily. Own
language now
blended with
Lao.

X

X

X

X

Vice Chair of
the FG is
Laven. Group
decisions are
by equal vote
as per FG
Articles of
Association.

X

Only impact
on EMs who
are also FG
members.
X

X

X

Infrastructure
improvements
and training
will improve
incomes, crop
yields,
marketing.
Traditional
Lao area and
Laven have
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moved down
into area to
do
commercial
agriculture.
C
13
14
15

16

17

Identification of Special Requirements Will the project activities include:
Commercial development of the cultural resources and
X
knowledge of indigenous peoples?
Physical displacement from traditional or customary lands?
X
Commercial development of natural resources (such as minerals,
X
hydrocarbons, forests, water, hunting or fishing grounds) within
customary lands under use that would impact the livelihoods or
the cultural, ceremonial, spiritual uses that define the identity and
community of indigenous peoples?
Establishing legal recognition of rights to lands and territories that
X
are traditionally owned or customarily used, occupied or claimed
by indigenous peoples?
Acquisition of lands that are traditionally owned or customarily
X
used, occupied or claimed by indigenous peoples?
Anticipated project impacts on Indigenous Peoples
Subproject activity

1 Outputs:
1.Critical agribusiness value chain infrastructure improved
and made climate-resilient:
Sub-output 1.1: Climate-resilient Rural infrastructure
improved
Sub-output 1.2: Crop production infrastructure
Sub-output 1.3: Agribusiness enterprise value chain
infrastructure improved

Anticipated
positive effect

Improved quality of
produce.
Improved linkages
to VCs and
markets, closer
linkages to private
sector
agribusinesses.
Increased
marketability of
produce and better
prices for higher
quality produce.

Anticip
ated
negativ
e effect
on EGs
None
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B. Project Data
Country/Project
No./Project Title
Department/
Division
Processing Stage

c.

: Laos - Climate-Friendly Agribusiness Value Chain Sector
Project.
Subproject: Support to Vege producer FG

d.
f. Southeast Asia Department/ Environment,Natural Resources and
h.

Agriculture Division(SERD)
: Interim

j.
i.
Modality
[ ] Project Loan [ ] Program Loan

[ ] Financial Intermediary

[ ] General Corporate Finance

[ x ] Sector Loan
[ ] MFF
[ ] Emergency Assistance [ ] Grant
C. Indigenous Peoples Category
[ ] New
[
] Re-categorization
[ X ] Previous Category
[ ] Category A
[ X ] Category B
[ ] Category C
D. Project requires the broad community support
of affected Indigenous Peoples communities.
E. Comments

[

] Yes

[ ] Other

{

] Category FI

[ X ] No

No separate IPP is prepared for the SP, due to the SDES Comments:
full assimilation of the EM FG members into
mainstream Lao, and only positive impacts which
are identical for Lao and the EG members.
Elements of an IPP have been included in the FS
report.
F. Approval
Proposed by:
Reviewed by:
Project Team Leader, {Department/Division}
Date:
Social Development Specialist,
{Department/Division}
Date:

Social Safeguard Specialist, SDES
Date:
Endorsed by:
Director, SDES

Director, {Division}

Date:
Approved by:
Chief Compliance Officer

Date:

Date:

 Highly
Complex
and
Sensitive
Project
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SOCIAL AND GENDER IMPACT ASSESSMENT ANDGENDER ACTION PLAN
A.

Executive Summary

1.
The population is characterized by two ethnic groups – Lao Lum (approximately 50% of
population) and Laven (50% of population). There are six vegetable production groups in
Houayset village. Significant economic and livelihoods improvements have been taking place in
recent years and farmers have moved away from subsistence agriculture and now principally
sell produce for cash. This is enabling households to build new and better houses, purchase
cars and trucks for transporting vegetables. There is no significant out migration from the
village. The availability of services in the village is assessed as good and the hospital in
Pakxong is relatively close by. In the village, there is a local health centre, a dispensary, a
school, a temple and the main road is in good condition. The local administration is considered
to be helpful when assistance is requested. Only one household in the community is classified
as being poor. This is an elderly couple which does not have any available family labor. The
main problems cited by male and female farmers is that the bank interest rate is considered to
be very high at 14% for a short-term loan. The irrigation system which serves the local area is in
need of repair. Women farmers felt they had insufficient knowledge about marketing
mechanisms for their farm produce. There is a lack of basic skills and knowledge of new
techniques for greenhouse production of vegetables and there is insufficient information
available to them about climate change. One of the main recommendations was the
construction of a new irrigation system to ensure sufficient water for all for vegetable production.
2.
Both men and women are active in marketing agricultural and livestock produce and
both are able to take responsibility for selling produce. Vegetables are usually sold in local
domestic markets or to other provinces such as Savannakhet, Salavanh and also to Vientiane
Capital. The collection of vegetables is usually done by female collectors who receive orders
from buyers in Vientiane and other provinces. Concerning property rights, women are treated
equally with men and land titles are in the names of both the husband and wife. Women
frequently take responsibility for driving tractors and small vehicles and are familiar with
machinery. Regarding access to information and knowledge and training opportunities however,
female focus group participants agreed that men currently have greater access to opportunities
than women. A Gender Action Plan has been elaborated for the subproject and is attached.
B.

Introduction

3.
This annex contains the findings of the social analysis carried out with farmers during
July 2016 in Houayset village (Thongset location), Pakxong District. From mixed gender
discussions, women’s focus group discussions, and interviews with village leaders and Lao
Women’s Union representative, an assessment of the social, poverty and gender dimensions of
target beneficiaries of the vegetable feasibility study area has been elaborated.
C.

Socioeconomic characteristics

4.
There are 335 households in Houayset village and 365 families (data provided by the
village head, Mr. Khamsay Butthammavong). The total population is 1,787 of which there are
878 females. There are two ethnic groups in the community – the Lao Lum who represent
approximately 50% of the population and the Laven who make up the other 50%. Regarding
literacy levels, 90% of the Lao Lum ethnic group are literate, while for the Laven community only
approximately 60% are able to read and write.
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5.
There are five village council members, one of whom is female and is also the Lao
Women’s Union representative. There are 20 village unit heads in total of whom ten are female.
All the women in the village have completed non-formal education and are literate.
6.
The local District Agriculture and Forestry Office, DAFO - Pakxong District is made up of
ten divisions and there are 10 centers for delivering technical training to farmers. There are 54
DAFO staff of which14 are females. 24 staff are on temporary contracts of which eight are
female staff. A major constraint faced by both PAFO and DAFO is the lack of resources for
undertaking effective monitoring of farmers’ cultivations.
7.
Houayset village was newly established in 1993 and the government allocated land
parcels of 1-2 ha per household for vegetable production.
8.
Total homestead land area in the Houayset village is approximately 213 ha. The total
available land for general crop production is approximately 630 ha, and for coffee production,
approximately 522. There are approximately 110 ha of land available for vegetable production,
which are farmed by approximately 150 women farmers.
9.
Village leaders reported that in recent years, significant economic improvements have
been taking place in the area, namely household livelihoods are being transformed. Farmers
have moved away from subsistence agriculture and sell produce for cash. This is enabling
households to build new and better houses, purchase cars and trucks for transporting
vegetables.
D.

Out migration

10.
Focus group respondents explained that in this area there is no significant out migration
of local people. In some households, young females go to Vientiane to work in the garment
factory sector and in some households, young men go abroad particularly to Thailand to work
as unskilled laborers on construction sites. The wife then remains at home to look after the
children and elderly family members. However, there are no significant changes in household
decision making in cases of out migration. Because the wages in garment factories are
relatively low, there is no significant contribution to rural household income from remittances.
11.
Only a few women have out migrated, and the reason given for this is that there are now
good employment opportunities for earning income locally. Previously when women migrated
from rural areas to cities and neighboring countries they generally faced greater risks than men
and some of them experienced sexual abuse and discrimination.
E.

Membership in organizations, cooperatives, water users’ associations

12.
There is no water users’ association in the area because it was explained that there is
no irrigation system serving the farm land. There are six farmers’ production groups in the
village. There is a functioning village-level Lao Women’s Union committee which is made up of
women.
Table A4.1: Membership in Village Authority and in People’s Organizations
1.
a.
b.
c.

Position
Leadership
Village Chief
Deputy Village Chief
LNFC Lao National Forum for Construction

Total
1
2
3

Male
X
X
X

Female

X
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Position
d.
Lao Women’s Union
e.
Youth Union
f.
Security
g.
Army
2.
Executive Committee Members
a.
LNFC
b.
Lao Women’s Union
c.
Youth Union
d.
Security
e.
Army
3.
Membership of organizations
Farmers Vegetable Production Groups (6)

Total
3
3
6
3
2
2
2
2
1
35

Male
2
X
X
X

49

Female
X
1

X
X
X

X
X
X
X

X

13.
The female focus group participants explained that in reality both men and women get
on well together in the community and there is no friction between them. There is a willingness
to collaborate together. It was suggested that in the future, should there be a female candidate
who is well educated and skilled, she should be encouraged to stand for village chief. It could
also be possible for one of the farmers’ production groups to promote a woman to stand for
president of the group.
F.

Poverty levels

14.
Villagers explained that previously – approximately 10-20 years ago, they were
considered poor, and rice production was low yielding and sufficient for home consumption only.
15.
The focus group said that since upland rice cultivation is no longer allowed by the
government, farmers cultivate coffee. Coffee, vegetables and livestock are sold in order to buy
rice because there is no irrigation water available for lowland rice production. The price of rice is
also low and unattractive and so farmers are not very interested in growing paddy.
16.
Now farmers dedicate resources for cash cropping i.e., coffee and vegetables. The
second source of farm income is from livestock production. Villagers can now afford to buy
better clothes, build new houses, they have bought cars and have enough money for educating
their children, and even for sending them to university in Vientiane. The focus group said that
everything is better now compared with previous years. All their children have received an
education. Some girls have received medical training. In one family, the daughter of a farmer
came back to the village after graduating and was able to open a pharmacy. Many young
women have been able to open small shops serving the village.
G.

Vulnerability and inclusion

17.
The condition of the village infrastructure and access to services is considered to be
good. The village is located on the main highway to Segong Province and is approximately 17
km from Pakxong. For this reason, health care at the hospital in Pakxong is easily accessible. In
the village, there is a local health centre, a dispensary, a school, a temple and the main road is
in good condition. The villagers explained that everything they need is available. The local
administration is considered to be helpful when assistance is requested. Only one household in
the community is classified as being poor. This is an elderly couple which does not have any
available family labor. The focus group said that all villagers had received awareness raising
concerning Lao family law.
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H.

Local vegetable and coffee production

18.
There are six vegetable production groups in Houayset village: 24 farming households
cultivate greenhouse vegetable produce. These greenhouse farmers are self taught and learnt
about how to cultivate vegetables in greenhouses from direct observation of farming techniques
in Pakse Phonthong District, approximately 45 km away during visits to relatives.
19.
Vegetables grown in greenhouses include pumpkin, cucumber, onion, garlic, green leafy
vegetable, Chinese cabbage, chilli and Swiss potato. Farmers stated that no chemical
pesticides are used in vegetable cultivation, and fertilizer is the only input applied.
20.
There are also six large vegetable collectors who operate in the area, all of whom
cultivate and produce vegetables themselves. On average each of these six households grows
one hectare of vegetables. Collectors buy cabbage from farmers at 1,000 Lao kip per kilo and
they sell it on at 1,500 Lao kip per kilo. Collectors organize bagging of produce using plastic
sacks using hired labor. One sack contains approximately 23 kilos of cabbage, which is then
sold for 25,000 Lao kip per bag. One female collector hires 10 female workers per day and pays
them 1,500 kip for each sack of cabbage which is packed. In one day, approximately 30 tons of
cabbage can be bagged in this way.
21.
For coffee production, each family has approximately 4.50 ha coffee land. This
generates significantly large cash income through contract farming with the ‘Dao Coffee’ factory
and enterprise based in Champasak. The main sources of working capital for farmers are the
Agriculture Extension Bank, Policy Bank and Phatthana Bank.
I.

Work profiles in vegetable and coffee production and small livestock production

22.

Tasks carried out by different household members in Houayset village are as follows:
Table A4.2: Vegetable and Coffee Production Tasks
Vegetable and Coffee Production Tasks

1
2
3
4
5
6
7
8
9
10
11
12
13
14

Land preparation
Coffee land preparation
Buying inputs
Seed Sowing and Nursery preparation
Pulling seedlings / transplants
Planting/transplanting
Weeding
Fertilizer application
Pesticide/herbicide application
Harvesting
Hauling/Transport (women also drive trucks here)
Small animal management
Poultry management
Selling production

Male
X
X

Responsible
Female

Both

X
X
X
X
X
X
X
X
X
X
X
X

23.
As a rule, women assist men in most of the farming tasks cited above and additionally
share in transporting vegetables by vehicle.
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J.

Main responsibilities for household chores

24.
The response of focus group members concerning household work distribution between
females and males was as follows:
Table A4.3: Household Tasks
Household Task
1
2
3
4
5
6
7
8
9
10
11
12

Financial budgeting and management
Money / income earner for households
Keeper of household cash
Going to market to purchase household needs
Child rearing
Cooking
Washing clothes and dishwashing
Housekeeping / cleaning,
House repairs /construction
Fuel wood gathering
Fetching water for home use
Livestock raising of large animals (cows, buffalo)

Responsible
Female
X

Male

Both
X
X

X
X
X
X
X
X
X
X
X

25.
Based on the results, women are usually responsible for and perform: (i) going to the
market; (ii) child rearing; (iii) cooking; (iv) washing clothes and dishwashing; (v) cleaning the
house; and (vi) fetching water.
26.
Men are responsible for and perform house repair/construction and looking after large
animals which are considered tasks requiring greater physical strength.
K.

Investment and expenditure-related decisions for the household and the farm
Table A4.4: Investment and Expenditure Decisions
Investment / expenditure decision

Household budget allocation
Education of children
Decisions on what to plant (for coffee – male and for vegetables – female)
Decisions on which livestock to raise
Decisions on which farm equipment to buy
Decisions on which home appliances to buy

Responsible
Female Both
X
X
X
X
X
X
X
X

Male

27.
The main responsibilities of males relate to coffee tree management. In this area
females are frequently those mainly responsible for collecting vegetables from households to
sell on to buyers. Both males and females construct and build storage barns and buildings
together for storing and holding farm produce and harvested crops.
L.

Marketing farm and household agricultural and livestock produce

28.
Both men and women are active in marketing agricultural and livestock produce and
both women and men are able to take responsibility for selling household produce. Vegetables
are usually sold in local domestic markets or to other provinces such as Savannakhet, Salavanh
and also to Vientiane Capital. The collection of vegetables is usually done by female collectors
who receive orders from buyers in Vientiane and other provinces. Transportation of produce is
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organized using large trucks. Some households sell produce such as Chinese cabbage directly
to buyers in Song Mek in Thailand which lies on the Thai-Lao border, and to buyers in Ubon
district in Thailand.
M.

Production problems faced by male and female farmers

29.

Main production problems faced by women:
(i)

(ii)
(iii)
(iv)

(v)
(vi)

The bank interest rate is considered to be very high at 14% per season. Some
households in the village borrowed from the bank (approximate amounts of
$10,000). Because two households were unable to repay their loans there was
foreclosure and they lost their houses to the bank. In other examples,
households have taken out large bank loans to establish coffee plantations and
faced problems keeping up with bank interest payments because coffee trees
were not in production for 3 years.
Only the poorest households however borrow money from private moneylenders
and the interest rate is 20%.
The irrigation system which serves the local area is in need of repair
The women feel they have insufficient knowledge about marketing mechanisms
for their farm produce. Sometimes they have to sell produce at very low prices
especially during rainy season because of production gluts
There is a lack of basic skills and knowledge of new techniques for greenhouse
production of vegetables
There is no information about climate change.

30.
While these problems affect men and women equally, women felt that men currently
had more opportunity than women to access information and advice. One of the reasons being
because as head of household, the man is invited to attend any PAFO/DAFO-organized
training.
N.

Laws and regulations related to land ownership

31.
Concerning property rights, women are treated equally with men. Land titles are in the
names of both the husband and wife. If the woman inherited the land from her family, then the
woman’s signature is first on the land title. If it was the man who inherited the land from his
family – then the man’s signature is first. If the couple buys land after marriage – automatically
the man’s signature is first on the land title. If a loan is taken from the Development Bank –
‘Phatthana Lao Bank’ both signatures are necessary on the loan agreement. If a loan is taken
from a private money-lender only one signature is required.
32.
Male and female children usually have equal inheritance rights. In the case of a divorce
where the man is the guilty party, the land will still belong to the first wife and their children, and
the village authority is informed. If the parents die however, the first born child inherits the land.
33.
When a couple marries, in some cases the husband goes to live with the wife’s family
and in some cases the wife goes to live with the husband’s family. Sometimes they may set up
a nuclear family independent from their parents. Regarding the ethnic minorities, it is usual for
the bride to go and live with the husband’s family especially for ethnic minority groups living in
remote areas.
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O.

Access to and control over productive resources
(i)
(ii)
(iii)

(iv)

P.
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Regarding access to and control over land – reportedly both man and woman in
the household have equal access.
Regarding access to and control over capital (i.e., household income and cash) –
reportedly both men and women have access and control over these
Regarding access to and control over human capital resources (such as
education, information and knowledge, training opportunities, and extension
services) – it was agreed that men currently have greater access to opportunities
than women
Regarding access to markets, focus group participants agreed that both men and
women jointly receive and control the income generated from different
agricultural/ livestock production and any outside employment.

Agricultural labor/construction work/employment in construction work/using
machinery

34.
In this village especially for the planting and harvesting of rice and vegetables, both men
and women receive equal wages for equal work e.g. 50,000 Lao kip per day per person. Here, it
is not the practice for women to work as laborers on building construction sites however, only
men. The reason given was that building construction work is very hard and because of this
husbands are reluctant to allow female family members to work as laborers on construction
sites. The wage rate for unskilled labor is 80,000 Lao kip per day. However, women frequently
drive tractors and small vehicles in this locality and are familiar with machinery.
Q.

Access to skills training

35.
Female attendance at formal training events is somewhat limited as it is usually men as
heads of households who are invited to attend training conducted by DAFO (District Agriculture
and Forestry Office). The community has received training in livestock vaccination of pigs, cows,
buffaloes, chickens and duck, and also training concerning the different available improved rice
varieties. Focus group participants reported they visits from DAFO Extension Officers to offer
advice and assistance them with their vegetable-growing are quite regular. Female farmers
stated that they have also learned vegetable-growing techniques from their relatives and have
watched TV programs about vegetable production. Some women went to Vientiane to look at
the greenhouses and learn how to grow greenhouse vegetables on their own initiative.
36.
As mentioned above, women have access to the market and have the opportunity to
receive information about market prices. They also continuously monitor vegetable prices in the
market. Female collectors have organized groups of farmers from three ethnic minority villages
and have lent them money for working capital at a low 5% interest rate. Unfortunately, the
initiative did not prove very successful as little income was generated from farmers’ production.
Occasionally, female collectors support ethnic minority farmers with supplying vegetable seed
and fertilizer.
R.

Climate change

37.
Focus group respondents said that they believed that there was a change in the climate.
Previously, the ambient temperature was around 25 degrees Centigrade all year round. Now the
temperature is higher at 31 degrees Centigrade. They felt that there was a lack of information
available about climate change in their area. Villagers also said that the rainy season now
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arrives earlier than before. The women stated that they do not have adequate knowledge about
the impact of climate change on agricultural production. They said they have received some
information from Thai television (the Thai language is very similar to Lao language) but in
general they lack knowledge about the impact of climate change.
S.

The proposed feasibility/subproject

38.
Focus group participants were skeptical about whether the government would assist
them with the construction of a vegetable hub, but they said they would be happy to collaborate
and participate in consultation, and in any skills training provided.
39.
They recommended that if a new project is launched, the women would like to be
included in the planning, implementation and monitoring of the project. They believe that they
are now sufficiently educated and aware and would like to participate in village consultations,
and plan activities specifically for women and be given more responsibility for implementing
activities. They would also like to take on responsibility for the project’s financial matters and
financial control of activities. In addition, they would like to have the opportunity to visit other
vegetable growing areas and learn from other places.
40.

Recommendations for additional priority interventions include the following:
(i)

Construction of a new irrigation system to ensure sufficient water for vegetable
production;
The agricultural production group should develop structured rules, regulations
and registration of its members;
Training is necessary for the improvement of farmer group management,
financing, accounting and marketing
A marketing study tour is recommended so that farmers can see other successful
farmer groups and learn from them.; Training to farmers in pest and weed control
in vegetable production is needed;
Information on contract farming mechanisms is needed; and
Support for a micro-finance facility is necessary.

(ii)
(iii)
(iv)

(v)
(vi)
41.

The key features of the beneficiary farmers’ group, VPGE, are given in the table below
Table A4.5: Key Features of the Vegetable Producer Group for Export

Registered
Name
Location
Organization

Institutional
organization

(English translation)
(Lao language: KHUM PRALIT PEUDPAK PHEUA KAN SONG-OK)
Thongset, Houayset village, Paksong district, Champasak province
• Three farmer’s leaders
✓ Mr. Saysamone, Head, 020 97866997 (Production)
✓ Mr. Laa, Vice head, 020 58527566 (Marketing)
✓ Mr. Chanh, Vice head, 020 9571932 (Production)
• 24 members (1) (accounted for 20% of vegetable growers in Thongset village, 300
households)
Note:
(1) Originally 45 members with 33 members at the beginning (2013).
The Vegetable Producer Group for Export (VPGE) is one of the 11 farmer’s groups
belonging to collection and promotion of agricultural products cooperative, see Table 4
above.
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Production
capacity

Crop
Production
facilities

Type of
vegetables
produced
Inputs
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•
•

34 hectares, an average 1–2 hectare per household
three production cycles per year: 1,890 tons per year
✓ Dry season: 14 hectares (490 tons per year)
✓ Rainy season: 20 hectares (1,400 tons per year)
• 2014: 40 greenhouses supported by the FAO/CFC project - Production of
Certified Fruit and Vegetables for Export from Lao PDR and Myanmar through
Integrated Supply Chain Management - MTF/RAS/242/CFC (see Section II.C.
above)
• 2015: One experimentation greenhouses supported by ACIAR (see Figure 2)
White eggplant, eggplant, chili, long yard bean, coriander, sweet basil, pepper, tomato,
and strawberry
•
•

Certification
system

•

Trade

•

•

Seed: the group buys seed from Thailand
Fertilizer:
✓ Cattle manure: the group buys from cattle farms in Pakxong district
✓ Liquid BOF (Thai brand): buy from the local market
Ongoing process of GAP certification with the Department of Agriculture (final
product testing process), should be achieved in 2016.
2014–2015: Contract-farming with PDI Thailand (Living Fresh Company) for five
types of vegetables (white eggplant, eggplant, chili, long yard bean, and
coriander). The group sold their produce with the guaranteed minimum price
under the contract-farming. The vegetables are processed (collecting, sorting
and grading) in the packing house established by the FAO/CFC project on the
community land of Thongset village (see Figure xx). The Thai company now has
a 5-year (2014 – 2020) pack house rental agreement with the Champasak PAFO
and with a rental price of about $400 per month (exact figure unknown). The Thai
company employs local village people for the packing process.
Current: Since the contract-farming with the Thai company is finished, the
members sell individually their produce to the local and border-trade markets and
consequently face regular price fluctuations and losses, e.g., sometimes the
market price is lower than their production cost (about 300 kip per kilogram) for
cabbages.

Source: Interview on 25 November 2016 with the leaders of the VPGE, Mr. Saysamone, farmers groups head, 020
97866997 (Production), Mr. Laa, Vice head, 020 58527566 (Marketing), Mr. Chanh, Vice head, 020 9571932
(Production).
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T.

Gender Action Plan

See separate linked document.
No
.

1
2
3
4
5

6
7
8

9
10
11
12
13
14
15
16
17
18
19
20
21
22

Table A4.6: List of Participants and People Met – Houayset Village, Thongset
Date
Location
Name of
Gender
Position
Telephone
participant
number
6/7/201 Champasack
6
Mr. Padith
Male
PAFO Director
Mr. Sevone
Male
PAFO Irrigation 280 53822
Sesomboune
Mr. Viengxay
Male
PAFO Deputy
2252 2255
Sepaserth
Mrs. Sesouphan Female
Division of
55434185
CAW
Mrs. Phit Samy Female
Deputy of
55948189
Personnel
Phonthong
District
Mr. Sakhone
Male
Director of
552256707
DAFO
Mr. Doungpy
Male
DAFO Deputy
292 67806
Mrs. Bounkhong Female
Technical
99999125
NongBua
Villages
Mr. Thongsay
Male
Village Head
98443822
Mr. Sakhone
Male
DAFO Deputy
29267506
Mr. Pheng
Male
Deputy chief of 55204901
villages
Mr Thong
Male
FGP
Mr. Cheng
Male
FGP
Mrs Pheng
Female
Vegetable
farmer
Mrs Kham Phou Female
Vegetable
farmer
Mrs Cheng
Female
Vegetable
Female
farmer
Mrs Noy
Female
Vegetable
farmer
Mrs . Youth
Female
Vegetable
farmer
Mrs. Toune
Female
Vegetable
farmer
Mrs. Khay
Female
Vegetable
farmer
Mrs. Suck
Female
Vegetable
farmer
Mrs. Doy
Female
Vegetable
farmer
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No
.
23

Date

Name of
participant
Mrs. Pheng

Female

Vegetable
farmer

24
25

Mr. Sevone
Mr Som Phien

Male
Male

28053822
5768877

26

Mr. ToTo

Male

27

Mr. Sexay

male

28
29

Mrs. Sengchanh Female
Mr. Senay
Male

PAFO irrigation
Paksong DAFO
Director
DAFO
Technical
DAFO
Technical
DAFO (CAW)
DAFO

Village Head
Vegetable
farmer
Farmer
Farmer
Farmer
Farmer
Vegetable
farmer

96068103
97866997

7/7/201
6

Pm

Location

Gender

54171210
9639814
22278799
5541929

Hoauyset
Villages
Mr. Thong Bay
Mr.Sounthone

Male
Male

32
33
34
35
36

Mr. Khamphong
Mr. Tone
Mr.Phouth
Mr. Seyes
Mrs. Khamphou

Male
Male
Male
Male
Female

37
38
39

Mrs. Mone
Mrs. Lay
Mr. Khamkeo

Female
Female
Male

40
41
42
43

Mr. Thavone
Mrs . Aie
Mrs. Simma
Mrs. Noune

Male
Female
Female
Female

44

Mr. Phaysan

Male

45

Mr. Chanme

Male

46

Mr. Sengdoune

Male

47

Mr. Kham Phan

Male

48

Mr. Khamseng

Male

9/7/201

Telephone
number

Paksong district

30
31

8/7/201
6

Position

57

99339401
98864251
97603220
030472362

Deputy village
head

Saravanh
Province

Khumban

Deputy of
Planning PAFO
Technical
Planning
(PAFO)
Laungam
DAFO Deputy
Deputy of
Extension of
DAFO
Technical staff
DAFO

9974622262

99514186
222888904

58456004
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No
.

Date
6

Location

Name of
participant

Gender

Position

Telephone
number

Khonsai (Vapy
District)

49
50

Mr.Khongsay
Mr. Daovone

Male
Male

51
52

Mr.Somsanong
Mr. Phouving

Male
Male

53

Mr. Khanha

Male

54

Mr. Khongcahck

Male

55

Mr.Kham Bay

Male

Village cluster
Village Rice
mill group
Rice mill owner
WUG executive
committee
member
Vapy Rice mill
owner
DAFO
Coordinator
Rice mill owner

9962998
22276315
557448999
22710221
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ECONOMIC AND FINANCIAL ANALYSIS
1.
The economic and financial analysis of the proposed subproject, the Vegetable Producer
Group for Export (VPGE) subproject, was conducted in accordance with ADB’s Guidelines for the
Economic Analysis of Projects and Financial Management and Analysis of Projects.6 The suboutput (Agribusiness Enterprise Value Chain Infrastructure Improved) of the project will support
“Upgrading of Vegetable Collection and Marketing Infrastructure Clusters with Service Provision
to Farmers”. In this context, the VPGE was selected as the subject of a representative
subproject feasibility study.
A.

Methodology and Assumptions

2.
The evaluation was conducted through a comparison of the without-project and withproject scenarios. The assumptions used in the evaluation were as follows:
(i)

(ii)
(iii)

(iv)

(v)

(vi)
(vii)

B.

Economic and financial analyses and the calculation of the economic internal
rate of return (EIRR) and financial internal rate of return (FIRR) were undertaken
at constant 2016 prices; the domestic price numeraire was adopted in the
analysis.
An exchange rate of Kip8,100 per US$1.00 was used.
In the economic analysis, the financial values of the inputs and outputs were
converted to their economic values using the appropriate conversion factors;
tradable goods were converted using the shadow exchange rate factor (SERF) of
1.11; for non-tradable goods, market price in the project area was used and a
standard conversion factor of 0.9 was applied; a shadow wage rate factor of 0.8
for rural unskilled labor was applied.7 Transfer payments such as taxes, duties
and subsidies were excluded in the economic analysis.
Economic life of the subproject is assumed for 20 years with proper and
adequate maintenance of the subproject facilities; subproject equipment are
assumed to be replaced on the tenth year.
Subproject operation is assumed at an average of 300 days each year during its
economic life with the subproject equipment utilized primarily for high value
vegetables conservatively assumed at an average of 1.6 tons per day.
The economic opportunity cost of capital (EOCC) is assumed at 12%.
The projected financial statements consisting of the income statement, cash flow
statement and the balance sheet are stated at current prices; price escalation
factor of 1.4% for 2017 and 1.5% for 2018 and thereafter were used for foreign
currency costs and 2.5% for 2017 and 3.0% for 2018 and thereafter were used
for domestic currency costs.

Without Project and With Project Situations

3.
The VPGE does not have its own collection point and pack house. The members sell
individually their produce to the local and border-trade markets. As a consequence, the
members face regular price fluctuations and losses.
6

7

ADB. 1997. Guidelines for the Economic Analysis of Projects. Manila; ADB. 2005. Financial Management and
Analysis of Projects. Manila
The economic conversion factors are identical to those used in two recent ADB-financed projects in Lao: (i)
Northern Rural Infrastructure Development Sector grant project (Grant 0235-LAO) and (ii) Northern Smallholder
Livestock Commercialization Project (RRP LAO 47300).
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4.
The project will support the VPGE in the establishment and operation of its own
vegetable collection point and pack house. The project will enable the VPGE to reduce postharvest losses, improve quality and quantity of high value vegetables marketed to premium
domestic markets and export markets, particularly Thailand. The establishment of a collection
point and pack house will facilitate the collection, storage, washing, drying, packing and
marketing of produce grown by members of the VPGE.
C.

Economic Analysis

5.
Economic benefits. The direct and quantifiable benefits of the subproject come from
the net margins of the products from the new collection point and pack house. These are
benefits that accrue from the purchase of high value vegetables from the VPGE’s own
members, extending their produce’s shelf life with fully equipped storage facility, processing
them into high quality products and marketing them to premium domestic and export markets.
Only these benefits are quantified and included in the economic analysis.
6.
The subproject will bring improvements to productivity, profitability, reduce post-harvest
losses, attract and increase group membership, and, in consequence enhance rural household
incomes. The subproject will contribute to the local business development. Labor that will be
employed under the subproject will likewise benefit.
7.
The data used in quantifying benefits and costs and the conversion of financial values
into economic values are presented in Tables A5.1and A5.2below.
Table A5.1: Production Input and Output Economic Price Adjustment
Item

Price (Kip/kg)
Buying Selling

Eggplant
White raddish
Thai green eggplant
Chili
Spring onion
Pakchoi
Salad

3,000
5,000
3,000
5,000
8,000
3,000
5,000

kg = kilogram.
Source: Consultants estimates.

4,200
7,000
4,200
7,000
11,200
4,200
7,000

Input
(tons/year)

Process
Loss (%)

75
66
75
66
66
66
66

7%
7%
7%
7%
7%
7%
7%
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Table A5.2: Investment Costs in Financial and Economic Prices – Vegetable Pack House
Subproject ($)
Financial
price

Tax
rate
(%)

Financial
price
(net of
tax)

Decomposition (%)
Tradable

Nontradable

Skilled
labor

Unskilled
labor

Economic
Price

Conversion factor
1.03
1.00
1.00
0.80
Land
32,000
0%
32,000
0%
100%
0%
0%
Civil work
72,600 12%
64,821
35%
50%
5%
10%
Equipment
Washing machine
2,100 15%
1,826
85%
15%
0%
0%
Grading machine
3,200 15%
2,783
85%
15%
0%
0%
Cold room, 4 tons
21,000 15%
18,261
85%
15%
0%
0%
Air conditioner
5,250 15%
4,565
85%
15%
0%
0%
Refrigerated truck, 3 tons
32,000 15%
27,826
85%
15%
0%
0%
Refrigerated system including installation
15,750 15%
13,696
80%
15%
0%
5%
Non-refrigerated truck
15,750 15%
13,696
85%
15%
0%
0%
Electric power source including installation
1,050 15%
913
80%
15%
0%
5%
Certification (GAP, GMP, HACCP)
6,000 10%
5,455
0%
100%
0%
0%
Base cost
206,700
Physical contingencies
10,335
Total capital cost
217,035
GAP = good agricultural practice, GMP = good manufacturing practice, HACCP = hazard critical control points.
Source: Consultants’ estimates.

8.
Results of economic evaluation. The results of the economic and sensitivity analysis
are summarized in Table A5.3 below. The subproject is economically viable in the base case
scenario and robust against downside risks. The subproject economic performance is most
sensitive to benefits reduction, but the performance remains above the required threshold levels
(Kip 0 for NPV, 12% for EIRR). Table A5.4 shows the details of the EIRR calculation.
Table A5.3: Sensitivity Analysis – Vegetable Pack House Subproject
Minimum
EIRR
ENPVa
FIRR (%)
SIb
SVc (%)
DSCR
(%)
(Kip million)
Base Case
1.67
12.7%
19.0%
938
+10% investment cost
1.59
11.24%
17.3%
805
-1.41
70.77%
+10% O&M costs
1.51
10.21%
16.6%
691
-2.63
38.02%
-5% selling price margin
1.21
4.83%
10.6%
132
17.18
-5.82%
DSCR = minimum debt service coverage ratio, EIRR = economic internal rate of return, ENPV = economic
net present value, FIRR = financial internal rate of return, O&M = operations and maintenance, SI =
sensitivity indicator, SV = switching value.
a Discounted at economic opportunity cost of capital of 9%.
b Ratio of percentage change in ENPV to percentage change in a variable.
c Percentage change in a variable to reduce the ENPV to 0.
Source: Consultant’s estimates.
Sensitivity Test

9.
Distribution and poverty impact analysis. The benefits and costs of the subproject
are shared among different stakeholder groups. An assessment of the distribution of benefits
and costs is presented in Table A5.5. The analysis indicates that the overall share of the poor to
subproject’s net benefits is about 34%.

32,000
64,206
1,873
2,854
18,727
4,682
28,536
13,887
14,045
926
5,455
187,188
9,359
196,548
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Table A5.4: Summary Economic Resource Flow Statement – Vegetable Pack House
Subproject
(Kip million)
Year

Investment
costs

Prorated
PM
costs

O&M
costs

Vegetable
purchase
costs

Change
in AP

Change
in CB

Sales
revenue,
net of
VAT
0
2,820
2,820
2,820
2,820
2,820
2,820
2,820
2,820
2,820
2,820
2,820
2,820
2,820
2,820
2,820
0
19,192

Change
in AR

Net
resource
flow

2019
1,612
16
0
0
0
0
0
-1,628
2020
0
0
310
2,166
-254
56
-141
401
2021
0
0
310
2,166
-6
1
-3
346
2022
0
0
310
2,166
-6
1
-3
346
2023
0
0
310
2,166
-6
1
-3
346
2024
0
0
310
2,166
-6
1
-3
346
2025
0
0
310
2,166
-6
1
-3
346
2026
0
0
310
2,166
-6
1
-3
346
2027
0
0
310
2,166
-6
1
-3
346
2028
0
0
310
2,166
-6
1
-3
346
2029
0
0
310
2,166
-6
1
-3
346
2030
660
0
310
2,166
-6
1
-3
-314
2031
0
0
310
2,166
-6
1
-3
346
2032
0
0
310
2,166
-6
1
-3
346
2033
0
0
310
2,166
-6
1
-3
346
2034
0
0
310
2,166
-6
1
-3
346
2035
0
0
0
0
248
-55
138
-55
ENPV
1,868
16 2,109
14,740
-269
60
-150
518
EIRR
19.0%
AP = accounts payable, AR = accounts receivable, CB = cash balance, ENPV = economic net present value, EIRR =
economic internal rate of return, PM = project management, O&M = operation and maintenance, VAT = value added
tax.
Source: Consultants’ estimates.

Table A5.5: Distribution and Poverty Impact Analysis
Item
Project Benefits
Project Costs (includes O&M)
Traded
Non-traded
Unskilled labor
Subtotal
Net benefits
Proportion of poor (%)
Benefits of poor
Share of poor to net benefits (%)

FNPV
0

ENPV
23,183

Externality
23,183

Government
0

Labor
0

Farmers
23,183

7,492
9,365
1,873
18,731
(18,731)

7,245
9,056
1,811
18,111
5,071

(248)
(310)
(62)
(620)
23,802

7,245
9,056
1,873
18,173
(18,173)
29%
(5,270)

0
0
(62)
(62)
62
40%
25

0
0
0
0
23,183
30%
6,955

1,709
34%

FNPV = financial net present value; ENPV = economic net present value
Source: Consultants’ calculation.

D.

Financial Analysis

10.
Investment cost. The subproject is estimated to cost $317,035 as shown in the table
below.
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Table A5.6: Investment Costs in Financial and Economic Prices – Vegetable Pack House
Subproject
($)
Financial
price

Tax
rate
(%)

Financial
price
(net of
tax)

Decomposition (%)
Tradable

Nontradable

Skilled
labor

Unskilled
labor

Economic
Price

Conversion factor
1.03
1.00
1.00
0.80
Land
32,000
0%
32,000
0%
100%
0%
0%
Civil work
72,600 12%
64,821
35%
50%
5%
10%
Equipment
Washing machine
2,100 15%
1,826
85%
15%
0%
0%
Grading machine
3,200 15%
2,783
85%
15%
0%
0%
Cold room, 4 tons
21,000 15%
18,261
85%
15%
0%
0%
Air conditioner
5,250 15%
4,565
85%
15%
0%
0%
Refrigerated truck, 3 tons
32,000 15%
27,826
85%
15%
0%
0%
Refrigerated system including installation
15,750 15%
13,696
80%
15%
0%
5%
Non-refrigerated truck
15,750 15%
13,696
85%
15%
0%
0%
Electric power source including installation
1,050 15%
913
80%
15%
0%
5%
Certification (GAP, GMP, HACCP)
6,000 10%
5,455
0%
100%
0%
0%
Base cost
206,700
Physical contingencies
10,335
Total capital cost
217,035
GAP = good agricultural practice, GMP = good manufacturing practice, HACCP = hazard critical control points.
Source: Consultants’ estimates.

11.
Input and output prices of vegetables, input requirements of the vegetable pack house
expressed in tons per year, process losses are summarized in Table 13. These data are used in
quantifying the benefits and the costs of the subproject.
Table A5.7: Input and Output – Vegetable Pack House Subproject
Item

Price (Kip/kg)
Buying Selling

Eggplant
White raddish
Thai green eggplant
Chili
Spring onion
Pakchoi
Salad

3,000
5,000
3,000
5,000
8,000
3,000
5,000

4,200
7,000
4,200
7,000
11,200
4,200
7,000

Input
(tons/year)

Process
Loss (%)

75
66
75
66
66
66
66

7%
7%
7%
7%
7%
7%
7%

kg = kilogram.
Source: Consultants estimates.

12.
Since the sample subprojects are revenue-generating, and subproject beneficiaries captures a
significant share of the benefits, they will be responsible for the routine and periodic O&M of the
investments. For the vegetable collection and cleaning center subproject, the annual operating costs
including routine maintenance is estimated to be Kip 964 million. It is assumed that equipment requires
replacement in the eleventh year (2030) of operations. For all years, the net operating cash flow is always
positive, indicating sufficient financial capacity to pay for operating costs.

32,000
64,206
1,873
2,854
18,727
4,682
28,536
13,887
14,045
926
5,455
187,188
9,359
196,548
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Table A5.8: Financing Plan ($)
Source
Project grant
Beneficiary contribution
Commercial loan
Equity
Total

Amount
($)
190,221
94,814
32,000
317,035

Percentage
60%
30%
10%
100%

Source: Consultants’ estimates.

13.
Weighted average cost of capital. The calculation of the weighted average cost of
capital (WACC) of the subproject is presented below.
Table A5.9: Weighted Average Cost of Capital
Beneficiary
Project
Weight (%)
Nominal Cost (%)
Tax Rate (%)
Tax Adjusted Nominal Cost (%)
Inflation Rate (%)
Real Cost (%)
Weighted Component of WACC (%)
WACC (Real Terms)
WACC = weighted average cost of capital.
Source: Consultants’ estimates.

60.0%
8.0%
0.0%
8.0%
1.5%
6.4%
3.8%

Commercial
Loan
30.0%
13.0%
24.0%
9.9%
1.5%
8.3%
2.5%

Total
Equity
10.0%
18.0%
0.0%
18.0%
1.5%
16.3%
1.6%

100.0%

7.9%

14.
Results of financial evaluation. The results of the financial and sensitivity analysis are
summarized in Table 30 below. The subproject is financially viable in the base case scenario
and robust against downside risks. The subproject financial performance is most sensitive to
revenues reduction, but the performance remains above the required threshold levels (Kip 0 for
NPV, WACC for FIRR). Table 31 shows the details of the FIRR calculation.
Table A5.10: Financial Evaluation Results and Sensitivity Analysis
Minimum
EIRR
ENPVa
FIRR (%)
SIb
SVc (%)
DSCR
(%)
(Kip million)
Base Case
1.67
12.7%
19.0%
938
+10% investment cost
1.59
11.24%
17.3%
805
-1.41
70.77%
+10% O&M costs
1.51
10.21%
16.6%
691
-2.63
38.02%
-5% selling price margin
1.21
4.83%
10.6%
132
17.18
-5.82%
DSCR = minimum debt service coverage ratio, EIRR = economic internal rate of return, ENPV = economic net
present value, FIRR = financial internal rate of return, O&M = operations and maintenance, SI = sensitivity indicator,
SV = switching value.
a Discounted at economic opportunity cost of capital of 9%.
b
Ratio of percentage change in ENPV to percentage change in a variable.
c Percentage change in a variable to reduce the ENPV to 0.
Source: Consultant’s estimates.
Sensitivity Test

15.
Financial sustainability. The financial projections (income statement, cash flow
statement and balance sheet) of the subproject for the period 2017-2027 (Appendix 1) show
that the subproject is financially sustainable. Net cash inflows accumulated during the period are
adequate to finance the replacement of equipment on the tenth year without the need to incur
long-term borrowings.
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Table A5.11: FIRR Calculation (Kip million)
Year
2019
2020
2021
2022
2023
2024
2025
2026
2027
2028
2029
2030
2031
2032
2033
2034
2035
FNPV
FIRR

Investment
costs

Prorated
PM
costs

O&M
costs

Vegetable
purchase
costs

Net
VAT
liability

Change
in AP

Change
in CB

Corporate
income
tax

1,780
0
0
0
0
0
0
0
0
0
0
740
0
0
0
0
0
2,099

7
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
7

0
372
372
372
372
372
372
372
372
372
372
372
372
372
372
372
0
2,663

0
2,166
2,166
2,166
2,166
2,166
2,166
2,166
2,166
2,166
2,166
2,166
2,166
2,166
2,166
2,166
0
15,504

-171
-23
-23
-23
-23
-23
-23
-23
-23
-23
-23
-113
-23
-23
-23
-23
0
-376

0
-254
-6
-6
-6
-6
-6
-6
-6
-6
-6
-6
-6
-6
-6
-6
248
-274

0
56
1
1
1
1
1
1
1
1
1
1
1
1
1
1
-55
61

0
26
31
35
39
43
46
47
48
48
49
48
48
49
50
50
0
287

Sales
revenue,
net of
VAT
0
2,820
2,820
2,820
2,820
2,820
2,820
2,820
2,820
2,820
2,820
2,820
2,820
2,820
2,820
2,820
0
20,187

Change
in AR

Net
resource
flow

0
-141
-3
-3
-3
-3
-3
-3
-3
-3
-3
-3
-3
-3
-3
-3
138
-152

AP = accounts payable, AR = accounts receivable, CB = cash balance, FIRR = financial internal rate of return, FNPV
= financial net present value, O&M =

-1,616
335
276
272
268
264
260
260
259
258
258
-391
258
258
257
256
-55
63
12.7%
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Table A5.11: Title

Source: Consultants’ calculation.

