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1.
Summary

34 months after the start of the programme and with another 14 months to go the current first phase is assessed as follows:

Component 1 on SME Policy is on track and will achieve the set indicators until the end of the phase. In some areas the component outperformed even more than 1 year before the end of the phase. 

Positive factors are in particular flexible and demand-oriented approach which enabled the component to closely link its interventions to the agenda of the Government and attracted strong partners in the implementation. This also lead to the successful introduction of innovative methodologies such as Regulatory Impact Assessments (RIA – which have even been introduced in the latest draft of the new law on lawmaking), instruments for Public Private Dialogue, and the business portals which are already being replicated in other provinces. This is also due to the good cooperation between the components 1 and 2. Another important success factor was the fact that the component was managed by a very capable Vietnamese expert instead of an international advisor; this enabled the programme to deeply understand the needs and demands of the counterparts.  

Some difficulties in the implementation were perceived due to the fact that most business associations are still rather weak and that partner Agency for SME Development of MPI has only weak capacities in the coordination, in particular on the provincial level (e.g. the introduction of a standard for business portals).  

Component 2 on Local Economic Development is also on track; most indicators are expected to be met at the end of the current phase. 

Some examples for the good progress are the successes in the improved business climate in the provinces supported by the programme, the acceptance of the Local Coordination Boards as a coordination instrument for provincial initiatives to enhance the business climate and to implement the SME Action Plan as well as the already started dissemination of selected instruments and good practices to other provinces (e.g. in the Mekong Delta). 

Major challenges are the still weak business associations on the provincial level and the fact that there is so far no strong body on the national level for taking over the technical and process know-how on Local Economic Development (LED) and facilitating the dialogue on the national level on LED.

Component 3 on Value Chains is mostly on track; the indicators are expected to be met at the end of the phase.

In particular two of the supported value chains (Avocado and Pangasius) have developed very well. Anyhow further support would be helpful to consolidate the development of the chains and particularily the linkages between the actors. Also, the cooperation with international companies through PPP has been a very successful approach for the integration of domestic producers and processors into international value chains. Those success stories have a great potential for upscaling / replication. In general, the selection of agro-industrial value chains has been proven successful as there is good potential for improvements within the value chains and for integration in international value chains. 

In other value chains, such as coffee and cashew, critical success factors for value chain interventions have not been strictly enough enforced. A shortcoming of the component has so far been that no institution could be identified that could host the technical and process know-how on the national level in order to ensure further development and multiplication of the value chain methodology. 

Component 4 on Material Testing and Other Specialized Technical Services is partly on track, 2 out of 4 indicators are expected to be met at the end of the phase. Indicator 1 is not expected to be met at the end of the phase. Indicator 4 is far too general and ambitious and will not be achieved.

The component has been implemented mostly as planned in the operational plan. The approach to implement trainings and other elements of capacity building with neighbouring countries such as Thailand has proven to be cost-effective and efficient. 

A general weakness is the very weak integration of component 4 into the rest of the programme. This applies to the planning and the management of the component as well as to the type of supported services that are not relevant for the sectors that have been supported in the other components. A particular challenge for the sustainability of component 4 is the fact that so far no thorough strategy and business plan has been developed with the partner institutions how the supported services could be provided on a financially sustainable basis after the end of the programme support at the end of the phase.  

All in all, the programme is on track and will achieve most of the set indicators. The general concept of the programme has proven to be suitable and efficient. Merely Component 4 is not really integrated into the programme and is facing difficulties to achieve the set indicators. The relevance of the programme is assessed as very good, effectiveness, impact and efficiency are assessed as good and sustainability as satisfactory.
Due to the fact that BMZ decided to conclude the programme after the end of the first phase after only 4 years impact and effectiveness of the programme will be reducedconsiderably and the sustainability of the achieved impact could be jeopardised. For the remaining year until the end of the phase it is recommended that the programme focuses on activities to achieve sustainability for as many of the started interventions as possible – this shift of focus has already been followed through by programme management. 
1.1
Overview (tabular form)

	Project/programme title
	Promotion of Small and Medium Enterprises, Vietnam

	Project/programme number 
	2003.2283.4

	Current term and overall term
	01.05.2005 - 30.04.2009 (2005-2017)

	Overall costs
	Euro 21,311,000 (current phase EUR 8,311,000) 

	Lead executing agency
	Ministry of Planning and Investment, MPI


	Implementing organisations
	The programme has a multiple partner structure; lead organisations of the respective components are: Agency for Small and Medium Enterprise Development (ASMED) under MPI [Component 1], Vietnam Chamber of Commerce and Industry (VCCI) [Components 2 and 3] and Centre of Material Failure Analysis (COMFA) under Institute of Material Science (IMS) [Component 4].

	Target groups 
	The Programme's target groups are proprietors, managers, employees and potential employees of private small and medium enterprises. The Programme focuses on enterprises with a potential for growth or high em​ploy​ment effectiveness. They should be able to integrate them​selves into value-added and supply chains and to establish economic partnerships (as suppliers). Women play a particularly important role in private SME, both as owners (approx. 30%) and as employees (especially in agro-industry). Another target group is people working in agriculture, who are integrated as suppliers.

	Overall objective and indicators


	Overall objective: The competitiveness of private small and medium enterprises (SME) in Vietnam has improved significantly.

Indicators:

· Increase of the proportion of employment in the formal private sector in the programme regions (in %) 

· Increase of exports in selected sub-sectors (in %) 

· Increase of investments of private SME in selected provinces (in %)

· Increase of the industrial output of private enterprises in selected sectors (in %)

The indicators' target values for the overall objective will be specified by the end of the current phase.

	Categories
	MSA, PD/GG-1, G-1, UR-1, PPP-1 

	Involved external independent experts in PPR
	Mr. Ulrich Höcker, Technical Advisor, Department 41, GTZ Headquarters

Dr. Jürgen Janssen, independent Consultant 

Mr. Axel Mierke, independent Consultant (team leader)

	Period of the PPR
	March 2008


1.2
Lessons learned for GTZ products

	GTZ product
	Remarks/Lessons Learned

	Local and regional economic development (003)
	The multi-level approach was adequate and allowed flexibility in a sensitive political context. The SMEDP experience on LRED is a good example for working in a transformation country, coordination among the various levels becomes crucial, this is even important for the various interventions of GTZ itself. A clear intervention strategy is needed in order to efficiently implement on the district and the provincial level.  Initiatives that are inspired by participatory approaches should be followed-up and supported.
There is a particular smooth and effective cooperation between component 1 (SME-policy) and component 2 (LRED); the SMEDP experience demonstrates the complementarity between Business Enabling Environment approaches and LRED. Efficiency and effectiveness of Business Enabling Environment reforms can only be achieved, when these reforms are translated into very concrete processes and supported through instruments on the regional/local level; on the other hand the LRED approach has to be implemented on the national level through effective PPD mechanisms

The integrated and practice-oriented approach for ca​pa​ci​ty development and quickly visible results led to a high de​gree of identification and ownership of the local stake​hol​ders. Trust building measures are decisive at the be​ginning in order to create a supportive environment for co​operation between private and public sector. However, the establishment of a strategic cooperation between dis​tricts and private sector needs time; in the Vietnamese con​text specific strategies are required in order to motivate and involve representatives of the private sector, as for​mal business associations are weak or even not existing.

	037 Business and Investment Climate
	SMEDP has not just only introduced a clear and visible approach on Business and Investment Climate in Vietnam and worked on the national policy level, it has also introduced a series of integrated tools and instruments in order to implement it on the regional/local level.

Positive factors are in particular the flexible and demand-oriented approach which enabled the component to close​ly link its interventions to the agenda of the Government and attracted strong partners in the implementation. This also lead to the successful introduction of innovative me​tho​dologies such as Regulatory Impact Assessments, in​​struments for Public Private Dialogue, and the business por​tals which are already being replicated in other provinces.

	059 SME promotion
	The cooperation with international companies through PPP has been a very successful approach for the inte​gra​tion of domestic producers and processors into inter​na​tional value chains. Those success stories have a great potential for up scaling/ replication. In general, the selection of agro-industrial value chains has been proven suc​cess​ful as there is good potential for improvements within the value chains and for integration in international value chains.
A detailed analysis of the findings value chain by value chain can be found in the separate report on component 3 in the Annex


1.3
Details of Project Progress Review (PPR)

A GTZ mission responsible for the Project Progress Review (PPR) of the programme “Promotion of Small and Medium Enterprises, Vietnam” as well as for the appraisal of a possible Phase II of the Technical Cooperation was conducted in Vietnam 02 - 15 March 2008. 
The main function of the Project Progress Review (PPR) was to learn from the experiences gained during the implementation of the evaluated programme. 
The members of the mission were:

Mr. Ulrich Höcker, Technical Advisor, Department 41, GTZ Headquarters

Mr. Jürgen Janssen, Consultant to GTZ 
Mr. Axel Mierke, Consultant to GTZ (team leader)
The mission was arranged back to back with the PPR Mission of the Macroeconomic Reform Programme. 

The team held working sessions with the responsible staff of the Programme Partners. As part of the empirical research, the team visited the programme activities in the provinces An Giang, Dak Lak and Hung Yen to meet local programme partners. 

A PPR workshop with the political partner and all relevant implementing partners was held in Ha Noi on 14 March 2008.

The PPR team would like to express its appreciation and gratitude to the partner staff on the national and provincial level as well as the support of the SMEDP team.
2.
Framework conditions

Vietnam's development strategy aims to achieve an effective economic growth. Its success depends to a considerable degree on the development of the private sector, which consists mainly of SME. Since around the year 2000, the reform of the private sector has accelerated markedly and initiated a fast growth of private small and medium enterprises. However, Vietnam's integration into the world market and particularly the country's entry into the WTO in 2007 necessitates a further acceleration of the reform process. 

An extensive adjustment of the legal and institutional framework is required and a consistent strengthening of the competitiveness of the still young private industrial sector. The central problem is that the Vietnamese private sector in general, and the SME sector in particular, is not yet sufficiently competitive. As a result, the majority of the sector cannot withstand the competitive pressure resulting from liberalization and the opening to the world markets. 
The legal framework for the private sector and SME in particular has been adjusted, in particular with the reform of the Enterprise and the Investment Laws. However, the implementation of these laws has not been very effective as implementation regulations have been incomplete. Another important challenge is the weak implementation capacity on the provincial level, which is particurly critical due to the continued decentralisation process that enhances the role of the provincial administration.
Institutional structures and promotional programmes are still not in line with the requirements of the private sector. For example, only a few provinces have established structures for the promotion of investments or business start-ups. Employers or industry associations are still weak. There is a lack of regular mechanisms for a policy dialogue between the public and the private sector, both on the national and the provincial level.

In many sectors, growth and export potentials are not sufficiently utilized. Private SMEs are still not sufficiently integrated in (international) business and trade relationships or predominantly offer products that are unprocessed and of low quality. In many cases, international environmental and social standards are not adhered to. Associations and technology institutes lack the capacity to support enterprises in the way that they should be supported in order to fulfil the requirements of the world markets.

The range of business services offered and especially the availability of advanced business services, which will guarantee enterprises access to international markets, is insufficient, both in terms of quality and quantity. 
The result is that the contribution that the private SME sector could make to the country's economic growth, to export and to the generation of jobs and income does not realize its potential. Without a dynamic and sustainable growth of the private sector, the provinces outside the growth centres risk becoming detached from the mainstream of development, which means that the objective of an effective economic development cannot be achieved.
3.
Findings 

3.1
Issues related to BMZ contract

3.1.1
Project/programme results

Originally the SME programme was designed for an overall implementation period of twelve years (2004 - 2016). Due to the reform of the portfolio of German Development Cooperation in the priority area “Sustainable Economic Development” BMZ proposed to shorten the implementation period of the programme during the bilateral consultations (November 2007), only two and a half years after the start of the programme. This was confirmed in the government to government negotiations in April 2008 where it was decided to conclude the programme after the end of Phase I in April 2009. 

Programme objective

The programme objective for the envisaged overall implementation period of twelve years (10/2004 – 09/2016) was defined as: 

“The competitiveness of private small and medium enterprises (SME) in Vietnam has improved significantly.”
The programme objective is fully in line with the policies of the National Government regarding the SME policy, in particular expressed by the SME Action Plan. The programme’s objective contributes also to deal with the challenges of Vietnam's integration into the world market and to maximise the benefits of WTO accession. In particular the combined approach on the national and the provincial level is suitable to bring and ensure economic growth and jobs also to provinces away from the two economic centres around Hanoi and Ho Chi Minh City.
The programme objective should be measured through the following indicators:

1. Increase of the proportion of employment in the formal private sector in the programme region (in %)

2. Increase of exports in selected sub-sectors

3. Increase in investments of private SME in selected provinces (%)

4. Increase of the industrial output of private enterprises in selected sectors (in %)

In general the above indicators are suitable to show progress with regard to the formuated objective of the programme – however, the indicators are partly not suitable because of a rather large attribution gap, this is particularly true for indicators 1 and 4. This has partly been reflected in the programme progress report 1 from June 2006, where detailed amendments / specifications of the inidators are suggested to BMZ.

3.1.2
Economic efficiency

With regard to the planned activities, outputs and outcomes the German financial contribution to the programme at the outset 2005 seemed to be adequate and sufficient. Contributions of the Vietnamese partner include the provision of local experts and management staff at the national and the provincial level, office space, funds for investment and financial resources for the implementation of promotional programmes. Specific data about the total amount of financial contributions of Vietnamese partners were not available.

Nevertheless, due to budget constraints of the German development assistance funds (reduced cash flow) the programme funds had to be reduced, leading to financial bottlenecks mainly during 2005. This caused some delays on the implementation schedule, particularly for the implementation of activities on the provincial level, which afterwards could be recovered. Budget constraints could be compensated to a certain extent by InWent training funds, which are separately financed by BMZ and by using the PPP facility for cooperation with German enterprises (e.g. Metro Cash&Carry).
The time provided for the PPR was too short to undertake any detailed cost-effectiveness analysis of the programme. Nevertheless, some comments may be made in this regard:

· Budget constraints in the very beginning of the implementation period led to an increased awareness of the programme management as well as the whole staff in order to carefully use the budget and look for cooperation with third parties (e.g. other German development measures, other donor agencies, private sector) in order to create synergies among the various actors. In that respect the limited amount of available financial resources has initiated a learning process in SMEDP to adapt the modes of delivery to the tight budget:

· SMEDP has established good relations with InWent through the participation in various training programmes on Local and Regional Economic Development (LRED). Training of partner personnel and national staff of the project is considered as a very effective measure to increase the capacities of personnel regarding LRED. The PPR team did not discuss the efficiency of the instrument of “long-term personnel-training” that is implemented by InWent. However, the project has created synergies among different measures between the existing instruments of German technical cooperation in Asia.

· In general SMEDP is playing a prominent role in the ongoing efforts to improve the coordination among the bi- and multilateral donors in Vietnam and has currently the co-chair of the ASMED SME Partnership group. Quality of coordination and cooperation among international Donor Agencies varies according to different topics as well as persons, partly due to lack of capacity  of Vietnamese partner institutions in order to organize a smooth donor coordination, partly because of a remarkable high level of competition among donor agencies in terms of visibility and pressure to demonstrate “own success stories”. This is aggravated by the fact that there is no real national programme on SME development, as the SME Action Plan is not implemented strictly and ASMED who should be the coordinating body on the partner side does have rather weak capacity and political standing. In some cases SMEDP has joined hands with other donors (e.g. EU or USAid) to develop and implement new tools or methodologies. In other cases there has been parallel activities in developing those instruments e.g. development of a model for a business portal; where several, stand-alone initiatives of different donors were implemented. For the latter initiative of Business Portals SMEDP succeeded in winning the support of the Swiss SDC that contracted a project to GTZ; also the EU SME project is currently considering to implement the portal developed by SMEDP. 
· Costs for Vietnamese professionals and for programme administration have been kept to a minimum. The workload of the highly qualified Vietnamese staff is remarkable and partly exceeding the limits. This is also to be critically reflected, since the success of the programme is to a large extend depending on the good work of the national staff and experts. Given the manifold professional opportunities for highly qualified experts in a booming economy like Vietnam’s the programme is at risk of loosing its experts if the employment packages and remuneration cannot keep up with the market for highly qualified staff in certain segments of the private sector.
· Consultancies by national and international experts are considered as very successful inputs with regard to capacity building and the introduction of new instruments and methodologies. There might be some exceptions while using the modell of pooling international short term expert, meaning that GTZ tenders such a pool and gives the contract to a consulting firm or a consortium. This modell might cause some additional transaction costs through increased attention that has to be paid by the programme management in order to manage the pool and to monitor the outcomes of the consultancy services; in the past there have been some frictions and uncoordinated efforts of different consulting companies in the LED component.
3.1.3
Cross-cutting themes

Poverty

The project proposal stated that SMEDP is aiming at improving the living conditions of the target group and at strengthening of their productive potential. There is no specific information available that allows a deeper assessment of the project’s impact on poverty related issues. Although the programme does not have very specific poverty reduction measures, the four provinces selected by the programme (component 2) are classified as poor regions in Vietnam. The programme assists the Governmental institutions at national and provincial level in the elaboration and implementation of new regulations and administrative procedures that allow the private sector to reduce their costs of doing business. The higher performance of SME in the programme regions contributes to wide-spread economic growth. SME benefit from effective economic and locational promotion that leads to improved framework conditions for the private sector as well as effective planning and implementation of public promotion activities. As a whole a higher regional competitiveness is being achieved (at least in two out of four provinces; cf. PCI results). By enhancing the income and employment opportunities, the living conditions of the poor population will be indirectly enhanced. The PPR mission agreed that the programme should maintain the MSA category. 
Gender

The project proposal explained that women would profit from the programme to a particularly high degree because of gender-specific measures such as the strengthening of Women Entrepreneurship Councils etc. The programme was assessed to be in category G-1, stating that there was no need for specific action on gender issues. Although there is no further information available regarding the direct or indirect impact of programme measures on women, it can be assumed that the elaboration and implementation of new regulations and administrative procedures that allow the private sector to reduce their costs of doing business, the implementation of the SME Action Plan, the strengthening of competences of sub-national government units (at provincial and district level) and the improvement of public services will equally benefit both, men and women, without any gender related difference. However, the monitoring system of SMEDP has no gender specific indicators which is a rather problematic for a programme with category G-1. Still, the programme should be maintained in category G-1. 
Participation and Good Governance 
SMEDP promotes interaction between the public and private sectors at national and decentralised levels. It was categorized as PD/GG-1. The activities carried out so far underline this orientation. The activities in support of organising the exchange among District Governments and the Provincial Government in the programme regions contribute and support the decentra​lisation strategies of the government. The programme informs decision makers at national institutional levels about the promotional needs of SME and thus con​tributes to informed decisions. In installing local coordination boards and promoting public-private dialogue the programme tries to involve the private sector into a multi-stakeholder process at the provincial level; it also promotes transparency through the creation of the business portal at provincial level.  It should therefore maintain the PD/GG 1 category.
Environment

To improve the services in the area of environmental management and standards is an especially important target within the framework of the programme. It promotes the introduction and certification of ecological standards during the processing and marketing of agricultural products and introduced the tool of Good Housekeeping There is no adequate information available that could help to assess the direct or indirect impact of the programme activities regarding the environment. The classification should remain UR-1 with need for further action.

Conflict prevention

The K category was introduced by BMZ after the elaboration of the programme offer in 2004. The SMEDP programme is working at the national level and in four selected provinces that are not classified as conflict region. Programme measures are therefore not oriented towards conflict prevention or peace building. The programme should be put into category K-0. 

3.2
Other programme-specific issues

3.2.1
Results-based monitoring system 

To facilitate the reporting and monitoring of activities, outcomes, and impacts generated by the Programme, the SMEDP operates an appropriate M&E system, which unfortunately is not applied by the partners but by the GTZ staff only. It ensures that realised, pending, and planned activities meet not only the overall objective and the four components’ objectives with their indicators and milestones, but also the financial aspects. It also ensures the impact orientation of the programme on the component level. However, one observed weakness of the monitoring system is the fact that the goal level indicators are not included in the M&E system and therefore not constantly monitored – this also leads to the risk that planned and implemented activities are not always targeted correctly to the programme objective. Another weakness of the programme that is also partly related to the monitoring system is the insufficient monitoring of component 4 where impact has only be weakly monitored and where milestones have not been developed / followed up; however the main reason for the rather weak performance of component 4 is mainly due to the fact that the component is rather a separate project with very limited links to the rest of the programme. 
Impact orientation is the one of most important guiding principle for the approach of cooperation and implementation of activities with all Programme partners. The responsibility for pursuing and achieving the planned impacts lies within the programme office, coordinating partners, and all implementing partners. All activities should be reviewed and evaluated by the programme office prior and after implementation based on the planned and generated impact. A crucial operational module of the M&E system is the interaction, exchange, and communication both internally between the programme office and externally between the programme office and coordinating partners. Therefore, regular planning and monitoring meetings should be organised, in which managerial, financial, and strategic issues of the operational plan are reviewed, discussed and planned. 

The programme applies an internal monitoring system, composed by different instruments:

· Operational Planning (OP): Monthly review of operational issues

· Managerial Planning & Monitoring: Monitoring implementation of activities, discussions on planned activities, operational issues

· Monthly Financial Planning & Monitoring: monitoring of expenditures, planned future expenditures, lessons learnt regarding cost-benefit and set regulations

· Strategic Planning & Monitoring: setting of milestones, monitoring of achievement of milestones, discussion on necessary adjustments of OP: Workshop twice a year.
· Reporting: internal Knowledge Management (KM) reports for specific monitoring indicator, preparation of progress report: activities, milestones, impacts, finances; preparation of report for BMZ.
· Quaterly reports to the partners at national and provincial level.
· E-Val has been applied once in the preparation of the PPR (March/April 2008). 

In addition to the M&E system SMEDP operates a KM system on a joint server platform. It provides concepts and tools to retrieve, save, manage, and share data/ information. In addition, it sets standardisation on how to deal with files and documents. SMEDP achieved to successfully anchor a mentality among staff members at all levels (management, programme officers) that M&E and KM are key elements to improve the performance of the programme at all. 

The output of these two approaches (M&E and KM) aim at the general objective to make information and knowledge easily accessible, findable, and sharable and at the specific objective to generate new knowledge from the corporate knowledge and information base. Furthermore, to manage knowledge and the related sources in an efficient, time- and resource-saving way is the operational objective of the KM system. 

The M&E system and the KM system are closely integrated into each other. Outcomes of the M&E systems are being used for and managed by the KM system, whereas retrieved and processed data and information in the KM system also provide an essential data pool for the M&E system, e.g. quantitative indicators and benchmarks.

Overall, SMEDP has not just elaborated its own M&E/KM approach; it also provides a systematization of this approach that can be used by other programmes in the area of Sustainable Economic Development or any other TC programme in Vietnam.  
3.2.2
Cooperation with other development cooperation measures

Other relevant German TC measures
Within the priority area of “Sustainable Economic Development” the programme complements the Macro-Economic Reform Programme consulting key stakeholders at national level such as the Ministry of Finance, the State Bank and CIEM. In order to facilitate the close cooperation within the priority area, the PPR mission was organized back to back with th PPR of the Macro-Economic Reform Programme.

Selected methodologies in the area of Local Economic Development (e.g. Participatory Appraisal of Competitive Advantage light) and value chain promotion, are in the process of being transferred to the Support for Poverty Reduction Project as well as other projects (in the case of the value chain approach). At the provincial level a cooperation with the Rural Development Programme in Dak Lak was attempted in the area of local economic development and in the area of selected agro-industrial value chains. However, the cooperation proved to be challenging for several reasons: (i) in the TOR of the Rural Development Programme, which is implemented by a consulting company, such activities were not included; therefore it was rather difficult for the consulting company to incorporate such a cooperation; (ii) the target group of this programme are in particular poor minorities in the poor districts and most of the activities are conducted on the commune level while the SME programme is focussing on the districts and sectors with the highest growth potential.
Other instruments of German development cooperation

Other instruments of the German development cooperation complement and support the implementation of the programme:

· SMEDP closely cooperates with InWent in the area of Local Economic Development (LED). The programme participated in the LED Manager training, a three month on the job training of LED Managers and consultants in Germany and South East Asia, that was organized by InWent in close cooperation with SMEDP and two other German TC programmes of the Philippines and Indonesia. 

· Several CIM experts are working for institutions relevant for SME development (e.g. VCCI Can Tho, VINASME), some are closely involved in programme activities.

· Initially it was envisaged to support a trilateral cooperation with Thailand (Thailand Institute of Scientific and Technological Research, TISTR/MPAD) with component 4 to provide training and advisory services to Vietnamese partners in the area of specialized technical services. So far it was not implemented because of delays in drafting the cooperation agreement between the three countries.
Other donors

SMEDP plays a prominent role in the efforts to better coordinate the various activities of donors in the field of Private Sector Development in Vietnam:

· SMEDP forms part of the Local Economic Development Group of the SME Partnership Group in Vietnam. In 2007 the programme was coordinating this group. In November 2007 the group successfully organized the Provincial Forum on LED, a two days event, held in Hanoi, to foster the mutual exchange among representatives of provincial Governments on LED approaches.

· The programme cooperates with the USAid sponsored project “Vietnam Competitiveness Initiative (VNCI)” that has been preparing the Vietnam Provincial Competitiveness Index (PCI) annually since 2005. The results of this index are discussed in so-called PCI workshops on provincial level. SMEDP has begun to organize these workshops in order to disseminate the results of the index and to foster dialogue among public and private sector representatives on how to improve the business climate in the province.
· SMEDP coordinates closely with the EU Vietnam Private Sector Support Programme (VPSSP) where GTZ IS is part of the implementing consortium. VPSSP was designed in coordination with SMEDP, in particular the two programmes were designed to complement each other on the provincial level each cooperating with different provinces in the North, Center and South. In several fields the two programmes cooperated, e.g. is the VPSSP is currently considering to take over the business portal for some of its provincial partners.   
· The Swiss SDC entrusted GTZ IS with the implementation of its project “Private Sector Development in Nam Dinh and Quang Binh Province – Vietnam”. The goal of the project is “The competitiveness of the private sector in Nam Dinh and Quang Binh are improved”. The project has three elements: (i) policy and strategy improvements to enhance the enabling businesss and investment environment, (ii) enhancing capacities of public and private stakeholdes to design and implement LED policies, and (iii) value chains. Thereby the project is utilizing and multiplying the metholodologies of the SMEDP. 
· SMEDP has been designed to complement the conditionalities of the ADB/AfD/KfW SME sector loan on the policy level in order to enhance the business climate for SME. 
3.3
GTZ corporate issues

3.3.1
Promotion of sustainable development

The topic of sustainability was the most mentioned key word by all interviewed stakeholders during the PPR mission and also during the eVAL interviews. This illustrates a common commitment to the mid-term objectives and strategy of the programme. It can be also interpreted as a joint understanding of the importance to empower the key stakeholders to fullfill effectively their roles and responsibilities.

The SMEDP programme works in a process-oriented manner: Private Sector Development is highly influenced by the broader transformation process in Vietnam. Through its multi-level approach the programme has been able to work simultaneously with the different key stakeholders according to the pace of political decision making processes and opening windows of opportunity. Furthermore organisational, policy and technical advice have been combined. The strengthening of coordination bodies at the provincial level led to the establishment of their own coordination structure and joint activities. SMEDP introduced innovative methodologies in order to enhance the business climate in Vietnam (most notably RIA, PPD and business portal); these innovative approaches are now adopted in procedures at national and/or provincial level.

One of the key success factors of the programme is its clear commitment towards specific values that can be summarized as follows: 

· The private sector is the primary target group – bearing in mind the importance and concerns of the public sector and civil society.

· Participation of all relevant stakeholders in planning, implementation and monitoring is facilitated. 
· A flexible economic transformation process with a clear direction and focus on demand orientation as well as on economic potential is promoted while accepting responsibility and accountability for outcomes. 
· In many interviews and the eVal the capacity development approach of SMEDP was much-lauded and said to be a crucial success factor. 
SMEDP operates basically at the national level with specific attention on four selected provinces. The linkages and coordination between the various stakeholders at the provincial level are the focus in order to facilitate coordinated action among them. The model was considered by the key stakeholders as replicable to other provinces. Furthermore SMEDP has achieved already tangible results in the programme regions, such as instruments to improve the business climate (e.g. business portal) or the value chain approach in selected economic sub-sectors with positive economic impacts at target group level.

In line with its holistic approach, the ownership of the partners in the programme region was a main objective and orientation for the design of the consultancy services and trainings offered by the programme. For instance, through the local coordination board structure local stakeholders decide together about the distribution of the available funds for micro-projects. As well, representatives of the private sector are actively involved in the implementation of the activities. 

3.3.2
Learning processes

During its implementation the programme has maintained flexibility and a remarkable degree of adaptability to the needs and interests of the different stakeholders. This has been demonstrated in many instances, in particular by integrating successfully the SME Action Plan into the already ongoing activities. Learning processes have been promoted through coordination instances with ASMED, VCCI and other partners and the participation of the programme in international best-practices and learning events, such as the World Bank led initiative on Public-Private Dialogue mechanisms in 2006. A broad scope of exchange and coordination activities in Vietnam and with other regions in Asia was completed by study trips to neighbouring countries and to Germany. 

As described above SMEDP runs successfully a KM model that provides the methodological set-up to manage the learning processes within the programme. Furthermore relevant ex​periences of the programme (with regard to business enabling environment, local economic development, value chain approach) are processed for overall GTZ knowledge management. In recent years SMEDP has become one of the active members in the respective working groups of the Sector Network Sustainable Economic Development in Asia.

3.4
Performance measurement in accordance with international evaluation criteria

One of the problems to assess the performance of the programme in accordance with the set of the DAC criteria is that the overall implementation period was originally planned for a period of 12 years; the programme started in May 2005 with an overall project cycle projected until 2016. Accordingly the methodological approach and the implementation strategy were designed. In 2007, just two years after beginning of the implementation of SMEDP, BMZ started reforming the priority area Sustainable Economic Development in Vietnam which caused a dramatic change in the whole project-cycle of SMEDP: the overall implementation period was cut from twelve to four years. During the last six month the programme management has started to adapt the programme strategy accordingly by focussing on ensuring the sustainability of the so far started and implemenented achievements.. One of the major tasks of the PPR has been to assist the programme management to adapt the methodological approach to the new time span in order to ensure sustainability of the activities and change processes that were initiated by SMEDP. However, the performance measurement of the programme in accordance with the international DAC criteria will be done under the new framework conditions set by the BMZ.

	Criterion

 (1)
	Rating of criterion* (2)
	Weighting of criterion** (3)
	Rating

(4) = (2) x (3)

	Relevance
	1
	3
	3

	Effectiveness
	2
	3
	6

	Overarching development results (impact)
	2
	2
	4

	Efficiency
	2
	2
	4

	Sustainability
	3
	3
	9

	Total
	
	12
	26

	Overall rating:                 2,2

total (4) / total (3)



Rating according to GTZ guidelines
: 

* 
based on a six-point scale (1=very good, 2=good, 3=satisfactory, 4=unsatisfactory, 5=clearly inadequate, 6 = project is useless) 

**
based on a three-point scale (3 = particularly important, 2 = important, 1 = less important)

The results of the programme are considered as fully in line with expectations of the main partner institutions in Vietnam, namely ASMED and VCCI, no significant defects have been noted during the PPR mission. According to the international DAC criteria the overall rating is good (overall rating: 2,2). The main observations of the PPR have been discussed with the participants of the final workshop on Friday March, 14th and a broad consensus about the findings could be noted.

The relevance of the programme is considered as very good as Vietnam’s development strategy aims to achieve an effective economic growth that depends to a considerable degree on the development of the private sector, which consists mainly of SME. SMEDP has proved that is able to choose a particular flexible and demand-oriented approach which enables the programme to closely link its interventions to the agenda of the Government and attract strong partners in the implementation The Vietnamese Government has launched a SME Action Plan in 2006 that is the key political instrument to strengthen SME through a set of selected measures and incentives. The programme advised various partner institutions on the national level in order to improve the business enabling environment for private sector in Vietnam and was/is partly involved in highly relevant political processes, e.g. in the elaboration of the Enterprise and Investment Law. 

SMEDP is closely linked to relevant decision makers and institutions in the political setting in Vietnam on the national as well as on the provincial level. The Vietnamese Government expressed its full satisfaction about the cooperation with GTZ. The methodological approach is considered as very innovative. Various processes that were introduced and assisted by the programme are considered as a success story by many stakeholders of the programme, e.g. the facilitation of the dialogue on relevant issues regarding private sector development between stakeholders of the public and the private sector, the introduction of new tools and methodologies, such as RIA or the business portals, the establishment of local coordination boards at the provincial level, the development of light-house projects in the selected provinces to foster local economic development, the introduction of the value chain approach, just to name some examples. (Rating: very good).
The criterion of effectiveness reviews whether the objectives of the programme have been realistic and adequate in the overall political context in Vietnam and whether the indicators will be achieved or not. One year before the end of the current phase all components of SMEDP are assessed as fully or mostly on track. Most of the indicators on component level are expected to be met at the end of the current phase, in some areas (component 1 and 3) the programme outperformed even more than 1 year before the end of the phase. In component 2 indicator 2 (development of four innovative instruments for investment promotion) and indicator 4 (transfer of successful instruments to five other provinces) may not be fulfilled within the current phase. Component 4 is also struggling to reach its set indicators. Still there are things to be done in order to meet the programme’s objectives; the overall assessment of this criterion is “good”. (Rating: good). 

It is still too early to evaluate the impact of the programme after an implementation period of just three years. Nevertheless, some structural changes have been initiated by the programme, this is particularly valid for component 1, which has helped to elaborate and implement new regulations and has introduced new tools and methodologies in the political context of Vietnam. Beyond those tangible results, various stakeholders stressed in the interviews during the PPR mission, that one of the major impacts of the programme has been a change of the mind-set of those people that have collaborated with SMEDP. The good performance of the whole programme in terms of communication, knowledge management and transparency of the planning, high quality of inputs, flexibility and demand-orientation of the approach have led to a remarkable degree of reputation of German Development Cooperation in the area of private sector development not just only among Vietnamese partners but also within the donor community. The combination of long-term experts, the particular role of national personal, involvement of international expertise, networking with other GTZ programmes in Asia, have been just some of the success factors of the programme. Low performance in terms of impact has been noted only in component 4.  (Rating: good)
Regarding the efficiency of the programme, the available human and financial resources have been used in an appropriate way to achieve significant outputs and results. There is a wide spectrum of modes of delivery (such as training courses, international long-term and short-term consultants, local subsidies, etc.) which have been carefully applied in a process-oriented approach. The cooperation with InWent in the area of training and capacity development in Regional Development and Management has been very positive. The training is implemented in modules with a strong component of exchange and mutual learning also with regions in Europe and also with other countries in Asia (Indonesia and Philippines). The measures have contributed to trust-building and better cooperation between the principal stakeholders. A high commitment and ownership by the local stakeholders could be noted in all meetings during the PPR. Negative influence on the efficiency of the programme can be noted by the insufficient staffing and continuous changes in management positions in the national partner organisations. Regarding the general approach of the programme design it is obvious that component 4 is not integrated at all but rather a project on its own. It must be stated that this is not a failure of the programme management but it must be recognized that the integration of Material Testing in the programme was caused by a decision of BMZ and the Vietnamese Government in that time. However, this constellation contradicts the idea of the programme approach. In contrast to this the integration and harmonization among the other three components is perceived as very good (Rating: good).

Significant advances can be noted which are prerequisites for the sustainability of the development measures. First of all, the ownership of the stakeholders has increased in most of the components. In component 2 Government units on provincial and district level have mostly themselves to play an active role in the promotion of local economic development. An institutional framework has been established through the establishment of local coordination boards. Constraints exist in the restricted number of qualified personnel in and the limited financial resources of the provinces. In component 3 some of the selected sub-sectors have already proved that the value chain approach is an adequate instrument to stimulate economic growth and to increase income and employment. In terms of sustainability it is still not clear how to ensure that the methodology will be applied in the future. SMEDP has to decide how to ensure a sustainable solution. At this point in time there seem to be two options, one would be to look for a market solution, another strategic option could be to capacitate a public body that could provide information and services regarding the value chain approach. However, SMEDP has to work on this particular challenge. In component 4 it seems rather challenging to achieve sustainability within the given timeframe and with the chosen approach. It is not clear, whether and how those services that have been developed and introduced during the last three years can be provided in a efficient and profitable way (rating: satisfactory).

4.
Implementation status and results in the current phase
Component 1:  SME policy
The component objective was defined as: “Policies and strategies contribute to an enabling business environment”. 
Indicators:
1. A national Action Programme for SME Promotion is established.

2. The number of significant activities contained in the Action Programme for SME Promotion which are implemented (according to monitoring reports).

3. Regular dialogue takes place: the public sector and the private business community discuss relevant legal projects (e.g. Enterprise and Investment Law) within a minimum of five discussion fora. 

4. 50% of proposals and advisory inputs (studies, legal comments) on the Enterprise Law and other reforms are taken into consideration and are reflected accordingly in Government documents and decrees.

5. The Regulatory Impact Assessment method is used to develop an estimated three SME relevant policy proposals.

The component is on track and will achieve the set indicators until the end of the phase. In some areas the component outperformed even more than one year before the end of the phase. 
The National SME Action plan has been promulgated and SMEDP has/is supporting the implementation of several of the activities in the Action Plan, such as 

1. Formulate the project of establishing a new National Business Registration System (Action 1.1). Inputs are provided to MPI and other donors involved. The business portal has been used as an example for MPI and other stakeholders as an example and a case study for the development of this system. Status: ongoing. 

2. Boost the computerization of business registration (Action 1.3) through introduction of business portals. Status: done in 6 provinces and being expanded to 4-5 others. 

3. Review and assess all dossiers, procedures process related to business registration, seal making, tax code registration and establishment of “One-Stop-Shops (OSS)” mechanism in all provinces (Action 1.4): 4 OSS implemented in 4 provinces under SMEDP. Status: Done in 4 provinces. 

4. Develop legal documents instructing ministries and provincial People’s Committee to provide legal support to enterprises (Action 3.3.): Support to the Drafting of the Decree on Legal Support to Enterprises by Ministry of Justice (MOJ). Status: on-going. The decree is expected to be issued in June 2008. 

5. Support to the formulation of the ordonance on registration of registered transactions (Action 4.3): in cooperation with MOJ. Status: on-going. To be finalized before the end of 2008. 

6. Support to amend the regulation on the loan security mechanism so as to comply with the new Civil Code’s regulations on collateral and mortgage (Action 5.4). In cooperation with MOJ. Status: ongoing. To be finalized before the end of 2008. 

7. Carry out research and support to the process of revising the Bankrupcy Law (Action 4.6). Cooperation with MOJ and CIEM. Status: ongoing. 

8. Carry out dissemination campaigns on legal information related to enterprises (Action 11.1). In cooperation with MOJ. Status: ongoing. 

9. Carry out training in “business start-up”, business administration (Action 11.2). In cooperation with provincial stakeholders. Status: ongoing. 

Regular dialogue between the public and private sector is taking place where the business community discusses relevant legal projects with political institutions with support of SMEDP – until the end of the phase a minimum of of five fora are expected to have taken place with support of the programme [so far 3 have taken place]. 

The advisory inputs of the component e.g. on 
1. Business registration 

2. Corporate governance 

3. Registration of foreign business, ownership in foreign invested enterprises
4. Decree 139 which guide the implementation of the Enterprise Law and Investment Law
5. Investment appraisal procedures and process 

have been valued by programme partners such as  drafting committee for the investment and enterprise law, Ministry of Justice, VCCI legal department and others. It can be expected that more than 50% of the recommendations have been reflected in the legal documents.  

One particular success story is the introduction of Regulatory Impact Assessments (RIA) which have been taken over by SMEDP partners for several legal projects such as the Investment and Enterprise Laws and has even been introduced by Minisry of Justice in the latest draft of the new Law on Lawmaking as a compulsory measure for the drafting of new laws. 
Many of the activities of the component were designed in order to complement the conditionalities of the ADB/AfD/KfW SME Sector Loan in order to enhance the business climate for SME; in particlur the business registration and the national business information system are specifically mentioned in the conditionalities. 

Positive factors are in particular the flexible and demand-oriented approach which enabled the component to closely link its interventions to the agenda of the Government and attracted strong partners in the implementation. This also lead to the successful introduction of innovative methodologies such as Regulatory Impact Assessments, instruments for Public Private Dialogue, and the business portals which are already being replicated in other provinces. This is also due to the good cooperation between the components 1 and 2. Many provincial and national government officials stressed the need for capable private sector institutions as dialogue partner and the important role of interventions in that field. Another important success factor is the fact that the component is managed by a very capable Vietnamese expert instead of an international advisor; this enabled the programme to deeply understand the needs and demands of the counterparts. Good PR and media coverage enhanced the impact of the component.
Some difficulties in the implementation were perceived due to the fact that most business associations are still rather weak and so far there is not clear structure of associations in Vietnam. Also, the partner Agency for SME Development of MPI has only weak capacities in the coordination, in particular on the provincial level (e.g. the introduction of a standard for business portals).
Component 2: Local Economic Development
The component objective was defined as: “Public and private stakeholders in selected provinces implement essential promotional policies and activities.” 
Indicators:
1. The consultation between provincial government and private sector to design and implement essential promotional policies takes place in regular discussion fora (at least twice a year)

2. Probably four innovative instruments for the promotion of investments and business start-ups have been developed and are being used

3. A minimum of three factors relevant to business activity have improved in each selected province (factors described in Provincial Competitiveness Index/VNCI)

4. Results of the pilot implementation have been transferred to a minimum of five other provinces

This component on Local Economic Development is also on track; most indicators are expected to be met at the end of the current phase. SMEDP is working in four selected provinces: Hung Yen, Dak Lak, An Giang and Quang Nam.

Local Coordination Boards (LCB) have been introduced as consultation mechanisms between the provincial government and the private sector have been implemented in all partner provinces and take place on a regular basis. Those LCBs are currently being discussed to be the formal coordination mechanism promulgated in the SME Action Plan.

New instruments for the promotion of investments and business start-ups have been introduced, e.g. CEFE, Good Housekeeping, business planning competition, business portals, development of promotional material for the marketing of several provinces, development of a provincial web portal for Hung Yen.
Two out of four provinces have improved their ranking in the Provincial Competitiveness Index PCI (Ranking 2007/2005): An Giang (Rank 6./34.), Quang Nam (13/16), while Hung Yen has degraded (26/15). The province Dak Lak has only been included in the PCI in 2006 and 2007 (48/-). However, all three provinces that have been included in the PCI 2005 and 2007 (An Giang, Quang Nam and Hung Yen) have improved between 5 and 7 three sub-indices (factors relevant to business activity) in the latest PCI (see sub-indices marked with “Yes” in the last column). 
	An Giang
	2005
	2007
	improved?

	Entry Costs
	6.36
	7.76
	Yes

	Access to Land
	7.07
	6.63
	

	Transparency and Access to Information
	4.10
	6.93
	Yes

	Time Costs of Regulatory Compliance
	4.64
	6.93
	Yes

	Informal Charges
	3.44
	6.57
	Yes

	Implementation and Consistency of Policies
	7.96
	
	

	State Sector Bias
	4.75
	6.94
	Yes

	Proactivity of Provincial Leadership
	5.61
	7.71
	Yes

	Private Sector Development Policies
	4.18
	7.44
	Yes

	Labor Training
	
	4.94
	

	Legal Institutions
	
	5.05
	

	Rank 
	34
	6
	Yes


	Dak Lak
	2006 (!)
	2007
	improved?

	Entry Costs
	6.48
	7.32
	Yes

	Access to Land
	5.95
	6.01
	Yes

	Transparency and Access to Information
	4.99
	6.31
	Yes

	Time Costs of Regulatory Compliance
	4.83
	5.30
	Yes

	Informal Charges
	6.03
	6.31
	Yes

	State Sector Bias
	6.74
	6.52
	

	Proactivity of Provincial Leadership
	5.87
	3.30
	

	Private Sector Development Policies
	5.27
	5.01
	

	Labor Training
	4.19
	4.72
	Yes

	Legal Institutions
	3.74
	3.65
	

	Rank
	35
	48
	


	Quang Nam
	2005
	2007
	improved?

	Entry Costs
	6.23
	8.76
	Yes

	Access to Land
	6.22
	5.90
	

	Transparency and Access to Information
	4.65
	6.63
	Yes

	Time Costs of Regulatory Compliance
	5.23
	6.26
	Yes

	Informal Charges
	5.04
	6.13
	Yes

	Implementation and Consistency of Policies
	8.00
	
	

	State Sector Bias
	5.92
	6.73
	Yes

	Proactivity of Provincial Leadership
	7.01
	6.89
	

	Private Sector Development Policies
	7.03
	6.67
	

	Labor Training
	
	5.02
	

	Legal Institutions
	
	5.08
	

	Rank
	16
	13
	Yes


	Hung Yen
	2005
	2007
	improved?

	Entry Costs
	7.73
	7.19
	

	Access to Land
	6.57
	6.85
	Yes

	Transparency and Access to Information
	5.34
	7.07
	Yes

	Time Costs of Regulatory Compliance
	6.28
	6.60
	Yes

	Informal Charges
	7.96
	7.71
	

	Implementation and Consistency of Policies
	5.40
	
	

	State Sector Bias
	5.37
	6.59
	Yes

	Proactivity of Provincial Leadership
	6.01
	5.25
	

	Private Sector Development Policies
	3.08
	5.44
	Yes

	Labor Training
	
	4.74
	

	Legal Institutions
	
	2.95
	

	Rank
	15
	26
	


Dissemination of good practices and selected instruments to other provinces has started (e.g. in the Mekong-Delta region). Already in 2006 the LED concept was transferred to Tien Giang, Vinh Long, Tra Vinh, Dong Thap, Kien Giang and Can Tho. 
In general it can be concluded that the approach of the component is process-oriented with long-term perspective appreciated by partners. The biggest challenge is that there is at present no real host for the LED approach on the national level in order to develop and multiply the developed and tested instruments, as VCCI SMEPC who is the formal partner of the component on the national level, seems to have a rather low ownership. SMEPC could also be more proactive in coordination/facilitating dialogue regarding LED on the national level. This lack of a national host is the biggest obstacle for the successful implementation and sustainability of the LED approach in Vietnam.
Selected projects have been implemented on district level: e.g. in investment promotion, tourism, start-up promotion, good housekeeping. In general those projects had good results and are functioning as “lighthouse projects”; however, sometimes the approach was rather supply driven – in particular for some uncoordinated activities on the district level. This was also due to the fact that two consulting companies were hired to implement parts of the component and did not coordinate their activities and were not coordinated sufficiently by the programme management. 
A laudable point is the excellent cooperation between components 1 and 2, in particular in the area of business registration, business portals and public private dialogue. Also the coordination with other donors in the Local Governance Group is good; however only few joint activities (e.g. Provincial Forum 2007) have been conducted. SMEDP takes up PCI of VNCI initiative and organizes PCI workshops on provincial level.
Some examples for the good progress are the successes in the improved business climate in the provinces supported by the programme, the acceptance of the Local Coordination Boards as a coordination instrument for provincial initiatives to enhance the business climate and to implement the SME Action Plan as well as the already started dissemination of selected instruments and good practices to other provinces (e.g. in the Mekong Delta). 

Major challenges are the still weak business associations on the provincial level and the fact that there is so far no strong body on the national level for taking over the technical and process know-how on Local Economic Development (LED) and facilitating the dialogue on the national level on LED.

Component 3: Competitiveness of Selected Sub-Sectors 

The component objective was defined as: “Business and cooperative relationships between the stakeholders of selected sub-sectors are strengthened.” 
Indicators
1. Four development partnerships have been implemented with the business community

2. Companies belonging to the sub-sectors invest in a minimum of three joint cross-cutting projects (e.g. training, infrastructure)

3. Companies’ industrial output increases in comparison to their unprocessed output. (indicator since 2006)
The component is designed to address the main challenges faced in the value chains, particularly the lack of market orientation and cooperative relationships among the stakeholders and the low quality of services provided.

Agro-industry has been selected to be the component’s focus during the first phase of the Program. While work in some value chains is based on earlier initiatives and is therefore more advanced, interventions in other value chains are at the initial stages.

The value chains vary among the regions, they include coffee, cashew nuts, vegetables, catfish, avocado, longan, lychee and rattan and bamboo. These products have been selected due to their potential to gain shares in both the international and domestic markets. 

Component 3 is mostly on track. Indicators 1 and 2 will be met by the end of the phase (they are actually met already), while the operationalization of indicator 3 remains a challenge.
PPPs do exist or have existed in the phase with Metro Cash & Carry Vietnam, Binca Seafoods and Mai AB. 
So far there have been the following joint investments in different subsectors: 
1. Developing the GAP for several of the sub-sectors

2. Sorting facilities for vegetables in An Giang
3. Cool storage and drying machines for Litchi 
4. Packaging house for Avocado in Dak Lak
The original indicator 3 (“The number of SME integrated in subcontracting relations has increased by 40% in comparison to the first year of the programme according to surveys with export companies and trading houses in the sub-sectors”) was not suitable as subcontracting is not common in value chains; therefore a new indicator war formulated (“Companies’ industrial output increases in comparison to their unprocessed output”). However, also this indicator has not been measured. In case the term “industrial output” can be operationalized and “increases” specified there might be a possibility for measurement. However, the absence of comprehensive (compiled) baseline data poses a challenge in this respect.
In particular two of the supported value chains (Avocado and Pangasius) have developed very well and do not need much further support. In other value chains, such as coffee and cashew, some critical success factors for value chain interventions have not been enforced strictly enough. In general, GTZ value chain interventions have a very good reputation at provincial level; they are highly appreciated in LCBs and by implementing partners (with only 1 exception).
The indicators are at the “Use of Output” level or try to project the outcomes of the impact model. However, the various value chain interventions have produced a significant number of higher level results in the following fields:

· Capacity building and applying the new capacities and capabilities (stakeholders, public and private service providers/institutions)

· Market access and market development through improved chain coordination and cooperation

· Additional value added for local stakeholders through higher volumes sold and higher sales prices

A detailed analysis of the findings value chain by value chain can be found in the separate report on component 3 in the Annex.
Additional to these value chain specific outcomes/impacts the interventions of program component 3 aimed also at strengthening the institutional framework and promoting the value chain (Value Links) approach in general. Here, the following results were achieved:
· Publication and dissemination of the Value Links Manual in Vietnamese language (ongoing) – Output level

· General promotion of the value chain approach – Output level

· Training of VC trainers and VC facilitators – Output level

· Capacitating the partner at national level in being a resource institution for VC promotion – Output level

· Networking with other donors in VC promotion – Output level

To what extent those activities have already contributed to the higher level objectives of the programme is yet difficult to assess. What can be concluded already though is that those stakeholders, trainers, consultants and public institutions that used the VC approach in their specific field of activity have become multiplicators and are – at least partly – looking for upscaling possibilities.

In this respect capacity building has been successful. However, the general reluctance towards paying for consultancy services (business services) is an impediment to professionalize value chain promotion and management.

Critical success factors for VC interventions are the existence of a motivated value chain core group of stakeholders, the buy in of chain leaders/integrators and the contribution of professional consulting at least in the start-up phase (2 years). So far the enforcement of these factors through the programme management has not always been strict enough.
A major shortcoming of the component is that up to now no institution could be identified that is willing and capable to host the technical and process know-how on the national level in order to ensure further development and multiplication of the value chain methodology. This presents the biggest challenge for the sustainability of the approach in Vietnam. It is problay may also one reason why the donor coordination/networking has not yet led to joint approaches/projects.
The cooperation with international companies through PPP has been a very successful approach for the integration of domestic producers and processors into international value chains. Those success stories have a great potential for up scaling / replication. In general, the selection of agro-industrial value chains has been proven successful as there is good po​ten​tial for improvements within the value chains and for integration in international value chains.

Component 4: Material Testing and Other Specialized Technical Services

The component objective was defined as: “Private SME use new and improved material testing and other specialized services (e.g. quality and environmental management).” 
Indicators
1. Each implementing organization offers two new market-oriented services in a financially sustainable way. 

2. Income from the sale of new and improved services offered by participating organizations increases annually by a minimum of 15 % (estimated) compared to the baseline value at the end of 2004.

3. The proportion of private companies utilizing services of the implementing organizations increases annually from the 2nd to the 4th year by 15 % (estimated).

4. The number of companies certified according to an international management system has increased by 50% in comparison to the baseline value at the end of 2004. 

The component on Material Testing and other Specialized Technical Services is partly on track, 2 out of 4 indicators are expected to be met at the end of the phase. Indicator 1 is not expected to be met at the end of the phase, while Indicator 4 is far too general and ambitious and will not be achieved.

The component has been implemented mostly as planned in the operational plan. The approach to implement trainings and other elements of capacity building with neighbouring countries such as Thailand has proven to be cost-effective and efficient. Indicator 4 on international certification has partly been followed in Component 3 in selected sectors (EurepGAP for catfish and vegetables and 4C for Coffee).
A general weakness is the very weak integration of component 4 into the rest of the programme. This applies to the planning and the management of the component as well as to the type of supported services that are not relevant for the sectors that have been supported in the other components. 
The component partner COMFA seems to have rather weak capacities in the areas of strategy and organisational development. This is further aggravated by a high staff turn-over – which seems to be amplified by staff training and caused by structural weaknesses of the organisation; this makes successful capacity building almost impossible. A particular challenge for the sustainability of component 4 is the fact that so far no thorough strategy and business plan has been developed with the partner institutions how the supported services could be provided on a financially sustainable basis after the end of the programme support. As it seems this is also not part of the cooperation agreement with the implementing consulting company. 
Also it was assessed that the monitoring and management of the component thorugh programme management was so far rather weak and too distant. 

General observations 
All in all, the programme is on track and will achieve most of the set indicators. The general concept of the programme has proven to be suitable and efficient. Merely component 4 is not really integrated into the programme and is facing major difficulties to achieve the set indicators. 
One success factor of the programme is its flexible, demand-oriented approach in particular in component 1 and the multi-partner structure that enables SMEDP to take flexibly advantage of windows of opportunities, where demand from partner side meets capability of GTZ and opens opportunities for leverage. This demand-orientation also resulted in a high reputation with partners also on elevated levels of government. 

The approach to develop instruments and tools and then distribute and multiply them was very suitable for the environment in Vietnam – however, the fact that there will be not second phase is reducing the high potential outreach and thereby reducing the efficiency of the programme considerably as it takes the opportunity to multiply many of the tools and instruments and impedes the chances to sustainably establish the know-how with national partners.  

A general problem is that some programme partners (especially ASMED and VCCI SME Promotion Center) are perceived to have a low ownership. This is partly related to differing views on SME devlopment: some partners interpret it rather needs-oriented while the SMEDP has rather a potential-oriented view. Something similar applies to the percepeptions of being a programme partner, some institutions see themselves rather as services providers (expecting to be paid for their services) to the programme instead of partners in implementation. However, fortunately this is the exemption and most partners are very motivated and enthusiastic. Another challenge for the partners is that in the current changing political environment the role of many (semi-)governmental institutions is changing: many former state agencies are acquiring new tasks while their budget is being cut and they are expected to mobilize their funds without government support; at the same time they are often still expected to conduct (semi-)governmental tasks, often without receiving a budget for that task. This leaves many of those institions with ambiguous and unclear roles (service provider in market vs. public sector actor) and in struggle for fulfilling their tasks. 
The selection of provinces – one in the North, one in the center, one in the Southern high​lands and one in the Mekong Delta; having one province in all parts of country and thereby maximising the physical distance between the locations which all have different development stages and environments – was instructive with regard to feed-back from the provincial to the national level on opportunities and threats for SME development on the provincial level. SMEDP facilitates the exchange of experience between the different provinces by various instruments, inter alia the stakeholders of the partner provinces meet bi-annually at the Executive Board Meeting of the programme and are invited to joint events in order to support exchange and interaction. On the other side it proved to be rather inefficient as travel time for programme staff, consultants and counterparts was maximised and regional cooperation is not possible. The selection of provinces however, was done by the political partner, MPI (selecting beneficiaries in all parts of the counry is almost a political rule in Vietnam) and was already controversially discussed at the programming stage and was not debatable at that time.  

In general, the approach of SMEDP to complement activities on the national and the provincial level has been successful, in particular in the area of policy level interventions, both on national and provincial level (component 1 and 2). In component 3 on value chains this approach of combining provincial and national level interventions somewhat failed because so far no national partner could be identified to be the national host for the approach and its instruments. 
There are a number of other GTZ interventions that could have (had) potential for synergies and cooperation with SMEDP, e.g.

· Promotion of Technical and Vocational Education and Training (TVET) Programme: SMEDP could have contributed to the needs based development of curricula, and both programmes could be focusing on the same provinces and cooparing to enhance the competitiveness of SME in that location as qualification of staff is a key factor for competitiveness;

· In Dak Lak province where both, the Rural Development Dak Lak Project and SMEDP are working, cooperation was attempted in particular in the area of Value Chains. However, it was not successful as both interventions did have different target groups with SMEDP focusing on the areas and sectors with the highest potential in that poor province while the rural development programme focusing on the least developed communities and ethnic minorities. Another challenge for cooperation was that the rural development programme was implemented through a consulting company that did not have cooperation with SMEDP in their TOR. Here cooperation would only have had a chance if it would have already been considered in the programming stage.  
On a positive notion it can be concluded that several instruments and tools of the programme are already being multiplied by national institutions and/or donors, e.g. the business portals, value chain approach. The Support for Poverty Reduction Project does utilize several of the developed instruments and consultants, e.g. in the area of Local Economic Development; and value chain promotion.
PPP proved to be a very appropriate tool for complementing the programme, in fact they were an integral success factor for component 3 on value chains.
SWOT-Analysis from the PPR workshop
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5.
Recommendations 

Component 1 

· Continue the multiplication of developed tools and instruments, in particular on provincial level (LCB, PPD, business portals) by further systematization, marketing (on national and provincial level as well as for other donors) and, where feasible implementation support; if possible, national resources for the multiplication of such instruments should be mobilized (this will be challenging). 
· Continue the good PR work in order to distribute and multiply the developed tools and instruments. 
· Try to identify national institutions or donors/NGO that could take over the multiplication and further development of the tools and instruments of the component.

· Provide selected inputs to the amendment of the Decree on Associations by sparking and supporting a political discussion on the role of associations and bringing the private sector in the discussion; inject the experiences from PPD on provincial level in the discussion and institutionalize that know-how and experience in national institutions e.g. VCCI legal department. 

· Where necessary and feasible assess the opportunities to install CIM experts in order to ensure sustainability of SMEDP’s impact, e.g. on provincial level or with VCCI legal department. 
· If feasible (with regard to available resources) and in demand, give inputs for provinces to develop provincial economic development strategies (assessment of competitive advantages, demand for investment and development opportunities) – this should be very demand-driven and inputs should be provided as high as possible in the political hierarchy of the province, if possible to the Provincial (or District) People’s Committee. 
Component 2 
· Continue supporting lighthouse projects on district level, but do so only with a clear exit strategy.
· Supported services (e.g. CEFE, GHK) should be transferred into financial sustainability until the end of phase. For that financial business concepts should be developed and and cost covering fees should be charged.
· Support networking among trained consultants in different methodologies (e.g. good house-keeping, PACA, RED-manager). Conduct tracer studies to build a database and develop a business model for the network to ensure its sustainability. 
· Enhance the exchange of experience between partners, e.g. between provinces. 
· Include business sector institutions more in the processes and institutions (e.g. encourage the membership of  business associations in the LCB). 

· Identify an institution on national level that could host know-how on LED in Vietnam and support its capacity to successfully host LED.

· As far as feasible with regard to available resources in the remaining time: continue the multiplication of developed tools and instruments, in particular on provincial level by systematizing and marketing of the approaches – e.g. LCB, Business Portal, RED manager. If possibly identify partners for “roll-out” in Vietnam and implementation support (Government, with other donors). One activity here could be to organize a conference on selected approaches with the participation of other donors, NGO, provinces and national relevant institutions plus private sector organisations such as associations. 
Component 3
· The program should work on the documentation of value chain interventions with a focus on lessons learned and critical success factors. The documentation should then be distributed widely.

· A harmonization and where necessary an update of overview documents such as the fact sheets is recommended in order to improve comparability and usefulness for value chain promotion.

· The translated Value Links manual should be widely distributed and the use of the GTZ Value Links approach should be promoted.

· The cooperation with other donors should be enhanced; possibilities for joint value chain projects and/or more intensive exchange of knowledge and information should be examined.

· Intensify dialogue with current PPP partners with regard to VC upscaling: PPP partners can promote and even introduce the value chain approach in other provinces and in other sectors. Here, the role of SMEDP can be that of a broker and resource organization.

· New PPPs should be identified and assessed, especially with regard to standards and certification. The instrument of PPP should be promoted as a way to improve impact, outreach and sustainability. However, this might prove to be difficult since the programme is being concluded in May 2009.
· Ongoing value chain interventions should be focused:

· Slowly phasing out Avocado and Pangasius: Final milestones should be defined, e.g. introduction of GlobalGAP certification in pangasius; good relations should be maintained to utilize both chains as examples for upscaling and document lessons learned.

· Disinvest Cashew, Coffee and Vegetables (Hung Yen): Cashew and Coffee seem not to meet at least two of the preconditions for successful value chain interventions and vegetables in Hung Yen is in an early starting phase.

· Focus GTZ funds and capacities on vegetables in An Giang, Lychee and Longan. All three chains have a good potential for successful upgrading.

· In case the potential integrated rattan PPP materializes and capacities permit this project should be part of the focus group of value chains.

· Local/national expertise for value chain upgrading especially with regard to comprehensive marketing strategy should be brought in. A possible source for this could be the people and organizations trained in value chain analysis, management and facilitation.

· The basic conditions for successful value chain interventions should be strictly enforced. Otherwise, partners may tend to “fall back” to isolated activities like training of farmers without any connections to possible chain partners (market orientation)

· Local value chain facilitators should be further capacitated.

· A national host for value chain know-how and its further dissemination and development should be identified. Capacity limitations at the Vietnam Chamber of Commerce and Industry (VCCI) restrict the suitability of this organization to be that host. Consequently, the program should investigate possible alternatives in other public institutions and private Business Development Service (BDS) providers. Close coordination with other donors/relevant programs is recommended in this respect. One activity could be the organization of a conference on value chains with participation of other donors, NGO, provinces and national relevant institutions plus private sector organisations and international companies that are or could be PPP partners.
Component 4 

· The partners should urgently be encouraged and supported to develop a strategy and business plan for the financial sustainability for the developed services. This activity should be integrated and coordinated with the consulting company that is implementing the component in order to adjust their activities accordingly for the rest of the phase. The TOR should also include the development of options for the case that future support for the service development is still necessary. Options for further support could be: (i) trilateral cooperation with Thailand; (ii) identification of other donors that continue the support of the partner organisation (e.g. Japan), (iii) integration of the services in other institutions / ventures that develop similar services in order to reduce costs, increase outreach and integrate the service provision (e.g. Technical Assistance Centers that are currently developed by Japan and MPI). 
· If possible in the remaining timeframe the partners should be supported in the organisational development – in particular with regard to implement the mentioned business plan and to retain the staff that has been qualified by SMEDP (e.g. consulting input on HR-strategy).

· Opportunities for PPP with the partner should be assessed, this could either be part fo the above assignment or done separately. Inter alia, discussions with the consortium of companies implementing the component should be carried out if they are interested in some sort of PPP with COMFA. 
· Opportunities for trilateral cooperation between Thailand, Vietnam and Germany to follow up the componente should be assessed. This could be a promising approach as Thai institutions have been involved in the implementation and the discussions on trilateral cooperation between Germany and Thailand have been progressed. 
General recommendations

· Follow-up Trilateral Cooperation with BMZ, proactively identify areas for trilateral cooperation (in coordination with GTZ Thailand), e.g. technical services of COMFA in component 4.
· Assess the opportunities to enhance links to TVET programme e.g. in the area public private dialogue to give the private sector and SME a voice in the definition of curricula

· Shift even more responsibility to local staff; ensure retention of high quality senior staff (Ha Noi and provinces). 

· Continue to increase partner contribution in order to ensure demand orientation and  sustainability.
· Further increase systematization and multiplication of successful instruments (in particular in value chain, LED, business portals and PPD) – both domestically in Vietnam but also internationally to other programmes. 
· Ensure that impact is not restricted to micro level but structural changes are achieved (select the right institutions / partners) – this will be challenging in the remaining timeframe of the phase.
· When interventions are planned other activities in the same area (in the same value chain, in the same province) should be considered.
· When providing services it should be ensured that a financially sustainable approach is implemented and that service charges are applied.
· For all activities „exit-strategies“ should be developed (is it already sustainable, where can we receive further support?).
· The remaining time and budget should be utilized to focus on the real priority areas of partners that fit the objectives of the programme. 

· It should always be ensured that technical and process know-how is transferred to local institutions. 
· In the remaining time the resources should  focus on knowledge management and dissemination, multiplication of instruments and tools (starting a completely new process should be the exception).
· SMEDP should continue its activie role in donor coordination in order to ensure its visibility and enhance the dissemination of developed instruments and tools. 

· The cooperation with with the private sector (national and international ) should further be enhanced; instruments like PPP or SES should be utilized to enhance the sustainability of the developed instruments and to continue the good work of SMEDP.

· Where necessary and feasible integrated CIM experts could be utilized with selected partners to ensure sustainability of the impact. 
· The PPP with Metro Cash&Carry agro-industrial value chains has great potential in other countries as well and is perfectly complementing value chain approaches as Metro does bring the biggest incentive to improve the value chain: the opportunity so sell large quantities for good prices. Therefore GTZ should assess together with Metro (or similar companies) the opportunities for setting-up a strategic PPP. 
· After the decision by BMZ to conclude the programme in 2009 a group of SMEDP experts is currently considering to establish a private consulting firm which would develop selected tools and instruments of the programme into consulting products and offer them on the market. Since this is increasing impact and sustainability of the programme this efforts should be pro-actively supported by GTZ. 

6.
Lessons learned

· Good: coordination of policy component by a senior local expert. In Vietnam – as in most countries – politicians and high ranking officials do typically not like to discuss with foreigners the shortcomings in their personal or institutional capacities. It is much easier if that gap can be closed by national experts who understand both sides, the view and problems of the partners as well as the capabilities and instruments of GTZ. Experience in Vietnam has shown that highly qualified national coordinators of the policy component enhance the trust of high ranking partners and can intensify the cooperation with GTZ programmes. In general: strong senior local staff can enhance the efficiency and effectiveness of interventions. 
· Cooperation with TVET: When planning new TVET or PSD interventions it should be assessed if there are opportunities to cooperate and jointly develop strategies. TVET is one key success factor for PSD / competitiveness. In Vietnam the TVET and SMEDP programmes have different regional foci and no joint focal provinces; therefore potential synergies are not utilized.
· Similar conclusions apply with poverty reduction interventions, in particular in the area of value chains and LED: before new interventions are designed within the area of value chains or LED it should be analysed if there are potential synergies / areas of cooperation potential with poverty reduction approaches. These could be either regional (if PSD and poverty interventions are in the same provinces / regions) or sectoral (if poverty interventions are supporting target groups that are / could be involved in selected value chains). In both cases cooperation should be assessed – if possible at programming stage. The challenge here is that those programmes often have different target groups; poverty and rural development measures often focus on underprivileged and very poor target groups while PSD approaches typically work with target groups that have a rather strong potential for economic development. This is often but not necessarily an obstacle for cooperation. Still, poverty alleviation interventions can and should utilize instruments that are developed and implemented in PSD programmes (in particular value chain and LED approaches). An exchange of experience should be systematized. 
· The integrated approach of working on the provincial level and national level has been working well; e.g. it enables SMEDP to support the interaction and feed-back between the the provincial and the national level, in particular on policy issues. 
· The multi-stakeholder approach is a success story because it allows the programme to bring different relevant stakeholders together to work on selected issues; at the same time it ensures that the intervention can identify and take advantage of windows of opportunities with regard to reform potential and motivated partners when others are rather reluctant.
· Good integration of PPP into value chain interventions can considerably increase their effectiveness, efficiency and sustainability. 

· It should be avoided to integrate single interventions or components that do not fit into the programme concept just for political reasons as this is undermining the idea of the programme approach and the efficiency of the programme (such as Component 4 of SMEDP). 

· When service development is part of the approach it should always be ensured that feasible business models are developed as early as possible to ensure sustainability. 

· Interdependent components or interventions that are being implemented by several different consulting companies require strong monitoring and coordination.

· The strong demand orientation of SMEDP ensured that strong commitment and willingness to change of the implementation partners lead to impact and good efficiency of interventions. It was also shown that partner contributions should be demanded as early as feasible in order to ensure demand-orientation of interventions.

· Capacity development is a very effective approach to change the mind-set of actors.
· The involvement of the private sector in private sector development interventions is a key success factor, even though this is often difficult in a transformation country.
· The multiplication of successful instruments and tools e.g. in other similar localities or sectors or value chains can immensely increase aid efficiency; this is in particular true for cross-donor cooperation.  

� See also chapter on monitoring 3.2.1.


� Performance measurement grid for evaluating the success of projects / programmes. GTZ, n.d., p.9
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