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. STRATEGIC CONTEXT
A. Country and State Context

1. Over the last decade, Brazil has made significant advances in terms of economic and
public sector managemety poverty reduction, and social indicators. Consecutive
governments have maintained sound macroeconomic policies, achieving low inflation, robust
economic growth, and significant job creation. Growth in employment and labor incomes, as
well as the implemation of targeted social assistance programs, suBolaa Familia have
contributed to a reduction in the share of Brazilians living below the extreme poverty line of
R$70 (US$35)a monthfrom 10.5 percent at the start of the 2000s to 4.7 percetlih, 2s well

as a reduction in inequality as reflected in a fall in the Gini coefficient from 0.59 to 0.53 over the
same period. Brazil has also seen significant improvements in health and education outcomes
resulting from public investments and sectoedbrms.

2. However, the Brazilian economy slowed significantly over 2011 and 201Real GDP

grew at 0.9 percent in 2012 compared to 2.7 percent in 2011. With trend growth estimated at
around 4 percent, this growth slowdown represents a major weakening onbnac
performance. Furthermore, the Brazilian economy is very concentrated in certain i@agions
shared prosperity remains a challerifee Southeast and South regions accounted for 72 percent
of GDP in Bazil in 2009 while the Northeast region persisas one of the poorest and most
unequal in the countrfand indeedin the entire Latin America regipnEncouragingly, since the

late 1990s, the Northeast region has begusee reduction in poverty and inequality attributed to

the introduction of new tdnologies (e.qg. irrigation for commercial fruit farmjnthe discovery

of natural gas and oil deposits well as tdederal income transfers progrengsee Figure 1).

Figure 1 - Inequality and extreme poverty, Ro Grande do Norte (RN) State and Brazil
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Note: Extreme poverty idefined as per capita income of less ti@rReaisa month (US$35)n 2010 prices.
Sourca: IETS for Gini. IPEA and WB staff for extreme poverty.

3. Nonetheless, eonomic and social indicators in the State of Rio Grande do Norte
remain well below the national average(see Table 1)Although somehuman development
indicators such agoverty ratesincome inequality, illiteracy anthfant mortality rateshavebeen

11n 2010 prices, as defined lhystituto Brasileiro de Geografia e EstatiaiiBGE)
2 About 341,000 families in RN are receiving benefits under the feBetshFamilia program (Ministry of Social
Development, 2011).



improving, these remairhigher thannational levelsWhile the propation of the population of
RN living in poverty rate fell fromjust over half to just over a third 2001 and 2Q0#® still
remains significantly above the national rate ofg2tcent’ Income disparities worsen further
still when taking regional distribisin and gender gaps into accourtrthermore, nutrition and
food security remain a concern in RN witbarly half of allhouseholdstill facingsome level of
food insecurityas compared to about a third across Brazil.

4, Economic development remains veryuneven across the Statebo
prompting the Government of Rio Grande do Norte (GoRN) to develop anintegrated

regional development strategy(described further in Annex Zyender inequality is pervasive

but is most severe in lagging regions amthin vulnerable groupsincome inequality is more
marked in the Stateds | agging central belt an
further when focusing on rural areas whiiigher concentrations of femateaded households.

Table 1- Economic and Social indicators for Rio Grande do Norte, Northeast, and Brazil

Indicators Unit Rio Grande do Norte Northeast  Brazil
Population (2010) Million inhabitants 3.2 53 191
Area (1000) Knf 52.8 1,222 8,514
Urban population (2010) % population 78 73 84
GDP (2009) R$ million 27,905 437,720 3,239,404
Per capitaGDP (2010) R$ thousad 8,894 8,168 16,917
Gini Index (2009) - 0.559 0.558 0.543
Poverty (2009) % population 34 40 21
Food insecurity (2009) % population 47.1 46.1 30.2
Life expectancy (2009) Years 71 70 73
Infant mortality (2010)  deaths/1,000 births  17.2 19.1 16.0
Illiteracy (2011) % population 15.8 16.9 8.6
Source: IBGE (SIDRA, 2010), IPEA (IPEADATA, 2010), Ministry of Health (SINASC/SIM)
5. The rural poor depend largely on agriculture for their livelihoods and food security
however they remain poorly organized within agriculture production/value chains
Al t hough it represents only a smal/l percentag
import ant el ement in the Statebs sustainabl e d

strategy The sector has two distinct charagges: (i) multinational largescale agribusiness,
particularly fruit farming and sugarcane plantations; and (iiplsstale family agriculture
producers.These smallfarmers have generally not benefited from advances in agricultural
technologies and practices; nor have theganizedcollectivelyto improvetheir productivity or
market position.

6. The agriculture secbr facesproductivity constraints and intensifying environmental
and climatic challenges Aside from its fertile eastern coastline, Beazilian Northeastegion
is characterized by poor sqilsw rainfall, with long drought periodsvhich result in pooyields
and low capacity to generate incgnparticularlyin the semiarid and transition aredaftus one
of the constraintso increased productivity and value chain development is the low water use

® IBGE/ProjectoPesquisa Nacional por Amostra de DomiciliesAD), 2009



efficiency at farm level, requiring modern wasavingtechniques and practiceSs a response
to these challenges, the GoRN has been working with local development partagoptonore
efficient and sustainable production practices idedtified promisingvalue chains with ofiarm
and offfarm income andaborgenerating potential in both rural and Aomal areas.

7. Coverage and quality of public service delivery particularly in health, education
and public security - remain very unevenacross the Stateand insufficient to meet demand
Inefficient monitaing and referral systems, incomplete coveragel poor quality of health care
serviceshave | imited the Stateods capacity -to res:¢
communicable diseaséNCDs), the rise of violence and traffi@lated injuries (mainlyn urban
areas) and stubbornly higinfant and maternal mortality rafed\dult illiteracy in Rio Grande
do Norte - at 15.8percentfor ages 15 years and older in 284temainswell above thenational
averageof 8.6 percent and jumps further to 49 pemt amongst those working in family
agriculture (and higher still amongst rural women in lagging region)rthermore public
security agenciekack effectivemanagement and informati@ystemso monitor the incidence
of crime andviolencein Rio Grandedo Norteand social contexwithin which it is taking place
These capacities axgitical for the design of more effective program and policy respotases
increasing rates diomicide domestic violenceand otherviolent crime affecting much of the
Northeasbf Brazil.®

8. The public administration strugglesto support the G o R Nambitious development
objectives. While Rio Grande do Norte has adopted some isolated modernization measures, it
has not yetindertakera more comprehensive reform. Moreovet|dihas been done to shift the
focus from input control and formalistic procedures towards achievement of results. This has
undermined the ability of the public administration to contribute effectively to the State's social
and economic development.

0. This proposed Project’ would support the GoRN to achieveits planned strategic
results by combining investments which would favor economally inclusive growth,
poverty reduction, shared prosperity, reduced inequality and broad-based human
development

B. Sectord and Institutional Context

10. The GoRN is aligning its development strategies withhe Federal Gover nment 6 s
goal of eradicating extreme poverty by promoting greater regional integrationproductive
inclusion and access to public servicesT he St at ie ®sevelofnentaPtarPiano
Plurianual 20122015, PPA) andts Poverty Reduction StrategyPlano RN SenMiséria e
Programa RN Mais Just@0122015 - aligned to the nationaBrazil SemMiséria Poverty

“Maternal mortality rate (deaths ped@,000 live births) was 46.9 in 2011 (IBGBhile Infant mortalityrate
(deaths/1,000 birthsvas 17.2 in 2010.

°IBGE / PNAD, 2009.

®World Bank, Making Brazilians Safer: Analyzing the Dynamics of Violent Crifaestainable Development Sector,
Latin American and the Cariiean Region, Report no. 70784ine 2012.

" The proposed Loan for this Project was approved by the Federal Government via COFIEX Recommendation No.
1306datedJanuary 2, 2012.



Reduction Stratedy reflect the goals of equitablinclusive and efficient growthyy focusing,
in particular,on sustainableand integrated regionalevelopmentthe elimination of extreme
poverty, andmodernization opublic sector management

11. The proposed Project would support priority programs selectedrom the PPA and

RN Sem Miséria. Investments will be linked to a wallesigned strategy focused on: (a)
promoting regional development and inclusive growth through productive inclusion,
entrepreneurship, infrastructure and logistics investments; (b) etioninaf extreme poverty
through enhancedfood security andncomegeneration (c) improvement of public services
delively, namely educatigrhealthand public securityand (d) modernization of public sector
management through a reswisented program tlat introduces integratednd resultdbased
management methodology, as well as measures for strengthening public institutions.

C. Higher Level Objectives to which the Project Contributes

12. The Projectis grounded in theegional strategie®f the Bank andthe International
Finance Corporation which focus on creating opportunities for growth and employment,
targeting the poor and vulnerable, strengthening governance and promoting global collective
action, as well as stimulating private sector innovation and citmpaess. It would also
supporttwo otherpillars of the World Bank Group's Country Partnership Strat€gfy)2012

2015 by contributing to arEquitable Brazil (by targeting rural productive inclusion, poverty
reduction and services for human capitatelepmeny, and to aSustainable Brazil (through the
promotion of sustainable production systems T h e pr o p olgeetides Bnd adgtivitiest 6 s
are in line withkeyfocusareas of th&®vo r | d B a n k 60 §Y1A&t5})incloding: g?deraamd
inclusive gravth, gender and humadevelopmentagriculture and rural development/nutrition,
governancand public sectoknowledge transfer, ICT and transparency

13. The World Bank has had a longstanding partnership with the Northeast Region
and the State of Rio Grande do Norte with regular dialogue on the overall lending program,
State sector strategies and specific operatidns! recently, IBRD support to the State of Rio
Grande do Norte was limited to investment projects in poverty reductiod water
infrasructure and managemefitBuilding on the work of these earlier ProjectsistProject
marks a shift in approach away frasectoral interventions artdaditional communityfocused
rural poverty reductionapproachestowards more multi-sectoral regionally ntegratedand
marketoriented approaches to sustainable developraed poverty radttion in Rio Grande do
Norte

14. Of the other major external financing agencies operating in Brazil - the
International Finance Corporation (IFC), the Inter-American Developnent Bank (IADB),
and the Andean Development Corporation (CAF) only the IADB is currently active in Rio
Grande do Nortelt recently completed negotiations on a @3$nillion loan to the State that

8 Launched in 2011, targeting elimination of extreme poveifgctihg 16.2 million people or about 8.5% of the
Brazilian population.

° Report No63731BR, discussed by the Executive Directors on November 1,.2011

1 The Rural Pwerty Reduction Proje¢P06617(; State Program of Sustainable Development and Livinky thig
SemiaridPotiguar (P089929.



will help strengthen fiscal management and increase tfeetideness and quality of public
expendituresAdditionally, the GoRN is preparing a third operation in the tourism sector with
IADB, and this operatioiPRODETUR), and t proposed Projecthrough the Subcomponent
1.1, will align investments for logistiimprovement (road recovery and upgrading) in target
areas to increase tourism potentials as well as madastss for producers.

[I. PROJECT DEVELOPMENT OBJECTIVES (PDO)
A. PDO

15. The objectiveof the Projecist o support the Borroweodos eff
securityandaccess to productive infrastructure and markets for family agriculture; (ii) improve

the quality of,and access to, health, education and public security services; and (iii) improve
systems for public expenditure, human resaaierel phgical asset management in the context

of a resultsdbased management approach.

PDO Level Results Indicators

16. Key results expected from the Project afi¢:increasedreal revenue of beneficiary
producer s 6; (0 ingeasedrpvision obheaith sevices related to prioritized health

care networks at the regional level (maternal and infant, urgency and emergency, and
oncological health care networksjiii) increasd Development Index of Basic Secondary
Education (IDEB) (iv) increasd percentagef population locally benefited by the electronic

police reporting systemand (v)i ncr eased budget percentage of
adopting results oriented approach/performance evaluation in planning and implementation

Project Beneficiaries

17.  Projectbeneficiarieof the differenttomponentsare linked to the santarget population
namely, the most vulnerable intBet at e 6 s | algughermgrethe Brgjectomll seek to
ensure a minimunof 60 percent female beneficiary radeross allcomponents However as
Projectsub-componentsnclude activities in different sectors, each one will focus on asstibf

the larger target group of beneficiaries in order to contribute to the achieveiieatrDO For
example,subprojectsunder Compoent 1 (Sustainable Regional Developmeate expected to
benefit approximate 20,000 farming families representing about 70,000 individuals.
Interventions in the health sector under Component 2.1 will benefit infants, women of
reproductive age and those sk for breast and cervical cancer; as well as the general
population in need of emergency care. Under Component 2.2 on Education, the Project would
benefit over 310,000 students enrolledRiN's 700 Stateun schools representir percentof

the totalstudent populationinterventionsin public security under ComponenB2will benefit

the popul ation generally by improving the St a
increase security monitoringhich would particularly benefit groups most risk of suffering
negative effects of increasing violence and insecurity, such as women, youth and minorities.
Finally, Public Sector Management reforms under Component 3 would particularly benefit users
of health, education and public security servidisough: (i) improvement in public sector
management leading to more efficient and effective delivery of public services; and (ii) increased



availability of public resourcesfor social policies and investmentas a result of rationalization
of publicexpenditures.

[ll. PROJECT DESCRIPTION
A. Project Components

18.  The proposedProjectis a US$ 360 million Investmemiroject Finaning (IPF) to support

i mpl ement at i o Btrategic Devdiopmerg Plant (BRA} and its Poverty Reduction
Strategy(RN Sem Misérjpover asix-year period.ProjectComponents would be organized in

the foll owing fashion in support of the State

19. Component 1 Sustainable Regional DevelopmentUS$ 200.5million of which US$
180.3 million IBRD financing). This Componentaims b reduce regional inequalities and
increasgoroductiveinclusion through the following Subcomponents:

20.  Subcomponent 1.1Strategiclnvestments and Local Governance StrengtheniigS$

109.8 million, of which US$ 98.7 million IBRD financing) will strengthent he Borr ower
capacity to implement its Sustainable Regional Development Strategy through: (i) the provision
of support to SAPE, SETHAS, SETUR, SEDEC and DER for the carrying out of strategic
studies and diagnostics to identify environmental and smwmoomic viability of potential
Subproject investments; (ii) the provision of support to SAR& SETHASor the preparation,
implementation and supervision of Business Plans; and (iii) based on the results of the
diagnostics and feasibility studies cadrieut under (i) above, the provision of support to SAPE,
SETHAS, SETUR SEDECand DER for strategic investments in the expansion, improvement
and integration of regional productive infrastructuiesiuding, inter alia: APL*! innovation,
technology and trae centers, aquaculture stations, pksamitary inspection units, physical
facilities and equipment for production of seedlings and breeding animals, road upgrading and
rehabilitation, and tourism infrastructure.

21.  Subcomponent 1.2:Productive Social and Environmental Subprojects (US$ 90.7
million, of which US$ 81.6 million IBRD financing) will provide support to Producers
Organizations (POs), Social Organizations (SOs) and Network of Social Organizations (NSOSs)
for the carrying out of: (i) Productive Spitmjects; (i) SocieEconomic Infrastructures
Subprojects; and (iii) Social and Environmental Subprojestgproject categorieselection
criteria and cycleare described further in Annex 2.

22. Component 2: Improving Public Services (US$ 130.0 million ofwhich US$ 116.9
million IBRD financing) supports the human development and citizen security pillars of the
St atebds Povert ybyRpoungtha quality &, tandaaccessy yo, basic public
services anavould be divided into three subcomponents:

23.  Subcomponent2.1: Health. (US$ 45.0 million, of which US$ 40.4 million IBRD
financing). Would provide support to SESAR the implementation of strategic priorities in the
health sector, including:

™ Arranjos Produtivos Locais (Local Productive Value Chains)



(a) The reduction of maternal and infant mortality ratésough: {) the refurbishing and
provision of the necessary equipment for selected maternity hospifelbg(preparation
and implementation of a continuous training program for primary care professionals
(doctors and nurses) in prenatal care with essfghon risk classification, primary health
care access and postpartum/newborn cargttfe construction of an infant and maternal
hospital inMossorg (iv) the establishment of a system of human milk banks; \gnithé
implementation of a risk classiition system to monitor high risk infants from birth to
12 months of age.

(b) The increased availability of early detection and quality treatment for breast and cervical
cancer patients, throughi) ¢he refurbishing and provision of the necessary equipment
for the referral center for diagnosis on cancer diseasBs;the preparation and
implementation of continuous educational programs for health professionals and
managers;iif) the development of telemedicine programs for disease diagne¥ithe
constuction of new and renovation of existingboratories for cancer testing and
diagnosis, as well as the provision of the necessary equipmenty)atie (preparation
and implementation of continuous professional training programs focused on cancer
diseass.

(c)The establishment of a regionalized emerge
territory, through: i) the improvement of selected emergency medical facilities and
services; If) the implementation of evidend®msed clinical protocols and pathwsafpr
emergency health services.

24.  Subcomponent 2.2: Education(US$ 68.8 million, of which US$ 61.9 million IBRD
financing). Promotion of basic education quality improvement and regional development for the
education sector inoughe Borrowerods territory,

(a) The provision of support to SEEC for) (the development of instruments and action
plans to support regional development activities, includimgr alia, the construction,
refurbishing and equipment of selected rumatl urbarschools, the prosion of literacy
and technicalocational training programs for youth and adults and the provision of
training and didactic materials for accessing the PNAE; aphthé development of new
curricula and programs for each level of education in the Bortower pu b | iif schoo
the development of new pedagogical materials and training programs for teachers to
support the implementation of the new curricula referred iip gbove; () the
establishment of a basic education observatOtysérvatorio da Vid do Estudante da
Educacdo Basidato monitor school quality, together with an education evaluation
system to asses student sv) then prepamtom amdl 6 s ¢
i mpl ementation of a manual of mini mum ope
public schools; \{i) the preparation and implementation of training and monitoring
systems to support improvements in the educational system; and

(b) The provision of support to School Associations forti{e design and implementation of
Schools Developent Plans; andif the implementation of School Subprojects.

25.  Subcomponent 2.3: Public Security (US$ 16.3 million of which US$ 14.6 million IBRD
financing). Would provide support to SESED for the integration of its management processes,



the enhancing ofts capacity to provide citizen security and programs focused on violence
prevention and education, as well as the strengthening of public security information systems,
through inter alia: (i) the investment in technology to strengthen SESED public security
management capacity; (ii) the investment in t
investment in educational materials, equipment and technical assistance on strategic
communications to support specific ongoing drug and violence preventiorisefand the
coordination mechanism that support victims of violence against women, the elderly and
minorities.

26. Component 3: Public Sector Management(US$ 65.5 million of which US$ 58.9

million IBRD financing) would provide support fothe modernizatioro f t h e puldic at e d s
sector management in strategic sectorsrder to strengthen the efficiency and effectiveness of
central budget, finance and planning processes and management, as well as in service delivery in
health, education and public secusctorsit would be divided into threeubcomponents:

27. Subcomponent 3.: Integrated andResultsorientedPlanning, Budgeting aml Finance
Management (US$ 26.2 million, of which US$ 23.6 million IBRD financing) would support

strategic priorities forstrenghening planning capacity, monitoring, evaluation and policy
making throughthe provision of support to SEPLAN fonter alia: (i) the preparation and
implementation of a resutiriented management proposal, comprising staff training; (ii) the
design ad implementation of a webased dashboard hall and a bureau of projects to monitor

t he management of the Borrower6s strategic pr
Project management, monitoring and evaluation system and related mecham$nise (
development and implementation of ICT technology; and (v) the development of a monitoring
and information system and mechanisms for the

28.  Theseactivities will be implemented in two phases. The first phasappfoximately one

year and a half, will include the diagnosis of the current situation and the conceptual design of
the possible organizational and institutional models for both activities, while the second phase,
commencing in about 2015 will comprise fireal agreement on development of the models, and
any required supporting systems.

29.  Subcomponent 3.2: Modernization of State Institutions and Administrative Systems

(US$ 17.1 million, of which &$ 15.4 million IBRD financing). Would provide support to

SEPLAN for,inter alia: (i) the identification and revision of procedures for SEEC, SESAP and
SESED; (ii) the carrying out of a diagnosis o
identify possible dysfunctional activities and proposing correctmeasures; and (iii) the
preparation of a noRroject package of sectoral investments aimed at improving key
infrastructure and management systems and mechanisms.

30. Subcomponent 3.3: Efficient Human Resources and Asset Managen{el8$ 22.1

million, of which US$ 19.9 million IBRD financing) Would provide support to SEARH for the
strengthening of the Borrowero6s workforce by
personnel, through: (i) the implementation of management and payroll auditing esyodul
including the planning of human resources and the design of a-oesmted management

model; (ii) implementation of an integrated assets management system; (iii) modernization of the



Borrower s archi ves:;

(i v)

I mpA to addrese deficienziés

in territorial connectivity; and (v) the provision of training for public servants, consultants and
project managers directly involved in targeting strategic project implementation, including
project management, financial managemerocurement, IT, and monitoring and evaluation

methodology and systems.

B. Project Financing

Lending Instrument

31. The proposed operation is énvestmentProject Finaning (IPF) in the amount of US$
360.0 million (total project costs of US¥0.0million). Retroactive financintf will be available

for this Project up tohte amount of US$ 72 million (20 percayitthe Loan).

Project Cost and Financing

Project Components Project Cost(US$) IBRD Financing | % Financing
(US$)
1. Sustalnable Regional Developaent and Productive 200,545,179 180,295,760 9%
Inclusion
1.1 Strat'eg|c Investments and Local Governance 109,780,501 98,695,760 9%
Strengthening
1.2 Productive and Socienvironmental Subprojects 90,764,678 81,600,000 90%
2. Improving Public Services 130,069,413 116,936,063 90%
2.1. Health 44,973,659 40,432,585 90%
2.2. Education 68,813,770 61,865,516 90%
2.3. Public Security 16,281,984 14,637,962 90%
3. Public Sector Management 65,535,408 58,918,177 90%
3.1. In.tegrated and Resultsiented Planmg, Budgeting 26,261.797 23,610,091 9%
and Finance Management.
3.2.|\./|<?dern.|zat|on of State Institutions and 17.135,48¢ 15,405,287 90%
Administrative Systems.
3.3.Efficient Human Resources and Asset Manageme 22,138,122 19,902,795 90%
Total Baseline Cats 396,150,000 356,150,000 90%
Physical and financial contingencies 2,950,000 2,950,000 100%
Total Project Cost 399,100,00( 359,100,00( 90%
Interest during Implementatig - - -
Frontend Fees 900,000 900,000 100%
Total Financing Required 400,000,00( 360,000,00( 90%

12 pctivities that would be eligible for retroactive financing include preparatory activities such as Project
dissemination events, training, development of tess$ plans and pilot projects for productive and environmental

investments, among others.

t he




C. Lessons Learned and Reflected in the Project Design

32. Some lessons learned from the implementation of other-Baported projects in the
Stateand evaluationare incorporated in Project desitfiThey include the following:

(a) Adopt a muli-sectoral approach Thi s Project reflects the
intersectionality of development challenges facing RN and, thiaks strategic
interventions across a range of key sectors. That is, poverty reduction and inclusive
growth will require investments in human capital through strengthened health and
education systems combined with increased opportunities for productive incladlionm
which requires the foundation of a strong public sector and functioning public security
system to suppbthe delivery of development programs.

(b) Strengthen linkages between agriculture, nutrition, food security and poverty reduction
The Project seeks to harness the potential of the agriculture sed®, iparticularly
smaltscale family farming for impnang human nutrition, food security and poverty
outcomes both as a direct determinant of household food consumption, and through its
role in livelihoods and food systems. Lessons from earlier Projects suggest that
agricultural investments targeted toalholder farmers are more likely to succeed if they
address the human capital constraints (lower health and educational outcomes) due to
malnutrition. Tlerefoe, Project will through multi-sectoral coordinatignmaximize
poverty reducing and nutritiom6d security improving impacts, while identifying and
mitigating potential harm

(c) Productive inclusion is important for reducing inequaliti®roductive inclusion
(particularly of women, of the poor and other vulnerable groups) increases agency,
reduce dpendency on government transfers, and reduce rates of (especially youth)
delinquency and of domestic violence. The
the participation of women and youth, as well as marginalized indigenous and
quilombola communites** amongst selected producer and community groups, and
increase equitable access to productive resaurces

(d) Strengthen partnership with social organizatiamsich can be significant for the quality
of projectsupported proposals (local investments), paldrly regarding the level of
community participation and project assessment for prioritization and implementation of
investments.

13 Rio Grande do Norte Rural Poverty Reduction Proje@66270Q; Coirolo and LammeriRural Poverty Reduction
in Northeast Brazil Vol. 1:Achiévg Results through Gomunity Driven Developme(t/orld Bank, 2009)
Binswanger et. alRural Poverty Reduction in Northeast BraZadl. 2 An Evaluation of Community Driven
Developmen{World Bank, 2009); Amazonat.al, CDD Initiatives in Mainstreaming Gender in Northeasa#il:
An Exploratory Case StudWorld Bank, 2011).

! Quilombolasare dscendants of Afr@razilian slaves who escaped from slave plantatiorswho have
historically suffered legal, social and economic discrimination; thus continue to exhibit lowetypaove human
development indicators. Recognized communitieguitbmbolas(quilombe) enjoy a particular legal status under
Brazilian law.
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(6)Ensure market orientation and integration
Verifiable market opportunities musinderpin support for poor rural producers; while
collective action among smadtale producers can reduce asymmetric bargaining power
in markets dominated by intermediaries.

(H Promote public private partnershipalliances with private companies that promote
Awiwvn NnOo mar ket solutions can favaemovilggqui ty
barriers and increasing competitiveness requires both public interventions and
partnerships with private sector actors (where divisions of responsibility and roles are
clearly identified) in a comprehensive, sequenced, and coherent approach. Therefore the
GoORN is integrating its support to value chains within a broader Regional Development
Strategy.

(g) Public _sector reform and improved service delivery are essential for sugporti
development objective§ he State's own diagnostics recognize that its ability to promote
integrated development would be strengthened by the adoption of -lessdid
management. Such changes are to promote greater efficiency and effectiveness of the
public sector and to increase access to quality public services, especially among the
poorest groups of the population and the poorest regions of the State. Increasing fiscal
space for investment and modernizing and simplifying bureaucratic procedurdsoare a
central to improve conditions for private investments. In addition, the automation of
strategic projects, administrative, procurement, budget and financial management,
monitoring and evaluation processes limits opportunities for graft, and the indprove
access to information allows greater public scrutiny.

IV. IMPLEMENTATION
A. Institutional and Implementation Arrangements

33.  The proposedProjectis a multisectorone which would be jointly implemented by nine
State Secretariats/Departments (see TaleAnrex 3 drawing largely on existing Government
capacities and systems Project Steering Committeeill be set up and@haired by the Secretary

of Planning and Financdt will be composedof representatives from key secretariats and
organizations respongé for providing general oversight and guidance on the strategic and
multisectoral aspects of the ProjeThe State Secretariat of Planning and Finan&EPLAN,
through a dedicated Project Management Unit (PMU), will be responsible for the overall
managenent, coordination, planning, and monitoring and evaluatigor@éct activities both at
central and regional levels. The other Secretariats and Departments involved in Project
Implementation would be supported by their respecBeetoral Units- Unidade Executora
Setorial (UES). The UES will assist the Secretariats and Departments in the execution of
technical, administrative, financial and procurement procedures. State employees and
consultants working within the PMU and UESs are receiving financt&ntives (salary tep

ups)f rom t he St atanthebasswidecreez33080f22 March 203.

34. SEPLANwillcontinuetdoe t he Bankodés main interlocutor
It will ensure that counterpart resources are included in the St 6 s arullbedegpensible for

financial management, procurement, disbursements and accounting, as well as for implementing
social and environmental safeguards instruments and for disseminating project results through a

11



proactive communication strategSEPLAN will compile projectelated information furnished

by the various implementing agencies and be responsible for ensuring compliance with all
reporting requirements as set out in the Loan Agreement. SEPLAN will also ensure
dissemination of projecesults through a proactive communication strategy.

35. A Project Operation Manual has beenprepared to provide detag on the
implementatiorand funds flowarrangements thamform the dayto-day implementation of the
Project(See Annex 3or details)

B. Results Monitoring and Evaluation

36. The Project will be monitored and evaluated through the existing Management
Information System (MIS) developed by SEPLAMich is integrated intd&soRN monitoring
systems The MIS was updated and integrated with the Finandiédnagement Information
System (SIAF), which is widely used within the State administratimplementing agencies

will be responsible for data tection and reporting to the PMwho will be responsible for
managing and compiling the information

37. A framework for monitoring of Project outcomes and resbls beemeveloped andill

be under implementation byhe beginning ofY ear 1(see Table delow) It provides specificity

in data collection methodology, reporting responsibilities and frequency of M&kHities.
Performance indicators, baseline, and targets have been established for the Projext and
Componentqsee Annex 1)All baseline data will be collected during the first year of Project
implementation Monitoring will consist of an internal eluation at the component level, and
one at the Project level. Evaluation will be based on periodic reports prepared Rithi

order to keep track of unanticipated problems, in addition to previously identified risks, so that
these can be appropriatedddressedGender analysis will also be an integral part of the
monitoring and evaluation of project progress and impacts. Coordination of this responsibility
falls tothe SEPLAN/PMU team.

38. The Project will also conduct impact evaluatioRseliminarily, the proposedmpact

evaluation strategwill seekto meastethe P oj ect 6 s contri bution to t
new curricula and programs for basic education; (ii) gender impacts of both gempkted ad

general investments; and (iii) sustainapil of productive investments. Othespecific
investmentssuch asthose proposed ihealthand educatiorwill be assessed through guasi
experimental and qualitative methodologdisse Annex 3)

C. Sustainability

39. Institutional Sustainability. It is importantt o hi ghl i ght t he Governn
to its strategy, focused on efficient and effective service delivery and aimed at promoting more
inclusive and equitable development in Rio Grande do Naémeupport of this the Project

promoted since its idenitfation and preparation stages an open dialogue among executor
Secretariats and agencies to design an integrated-seatbral project. Moreovegubstantial
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consultatios were carried outvith main stakeholdety both to inform and to verify the key

elenments of the project design. Progress on netvbmilding among Secretariats and agencies

and investments in capacity building will be monitoredosely throughout project
implementation as the required intenstitutional cooperation constitutes one ofth pr oj ect 0 ¢
key risks.

40. Financial Sustainability. Although, the overallFinancial Managemen{FM) risk
associated with the Project is ratedsalsstantial, the flow of funds, disbursements, monitoring,
auditing and supervision arrangements have been @esigna way to respond to thmeulti-
agencyimplementation arrangementall Project investments have been integrated into the
Gover nment-tesn budgetdMultifvear Investment Plan PPA 20122015) and
included in theBudgetLaw. Major risksidentified and specific mitigation measures are outlined
in Annex 3.

41.  Environmental and Social Sustainability. The Projectis not expected to causmy

large scale, significant and/or irreversible negative impatt® Projectwill contribute to
increased compebtteness of the productive organizations in the priority areas, as well as
encourag good environmental practice especially in the semiarid rediorbetter address any
potential issue that arises from the ESIA, the Borrower prepared a set of Implementatio
Manuals to be applied for all types of interventions: Works Environmental Manual, Social
Communication Plan, Environmental Education Plan, and also a Natural Disaster Prevention
Plan (Annex 1 of ESIA).

% Including, inter alia, Institute for Sustainable Development and the EnvironmeRNofIDEMA); State Water
and Snitation Company (CAERN), State Secretariat for the Environment and Water Re¢68&esRH), Rural
Extension and Technical Assistance Company (EMATER), Bank of Northeast Brazil (BiNR)acdo Banco do
Brasil, Caixa Econémica FederalEuvaldo Lodi Instute (IEL), Brazilian Agency for Microand SmaHBusiness
(SEBRAE),National Service for Rural ApprenticesiiBENAR), Industrial Federation of Rio Grande do Norte
(FIERN), Asa Potiguar State Health Advice, State Board of Education, State Board off,dsirége Council for
Sustainable Rural Development, State Council for Solid&ggnomy
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V. KEY RISKS AND MITIGA TION MEASURES

Risk Ratings Summary Table

Risk Rating
Stakeholder Risk Substantial
Implementing Agency Risk
- Capacity Substantial
- Governance Substantial
Project Risk
- Design Substantial
- Program and Donor Low
- Delivery Monitoring and Sustainability Substantial
- Political Context Substantial
Overall Implementation Risk Substantial

Overall Risk Rating Explanation

42. Not wi t hst andi n gterm pagtnerBngp rakddanilidrity witlh the State,

the overall implementation risk is considered Substantial at this stagedriven by the
complexity and multi-sectoral nature of the Project Stakeholdeland Implementing Agency

risk is deemed substantial, f®@Pr oj ect 6 s success I s co-indfitiona
political and social organizations at the municipald state levelas well as ongrassroots

support from existing producers and community organizations, the private sector and financial
institutions in Rio Grande do Nortd. h e St at e omulti-sectonatstvatedy iorvimclusive
economic growth carries inherent institutal capacity risks. With a relatively complex
operation, échnical capacity building andgect management areek elements to ensure that

the Roject is implementeeéffectively andin a timely manner. Previous operations have shown

that without effectie leadership, project implementation delays could be Hgmasures to
mitigatethe P oj ect 6 s over al l ri sk have dstabbshmeotof wi | |
a Project Management Unit under SEPLAN leadership, as wedf &sctoral Implementabn

Units (UES established in all State Secretariats involved in the Project exedatidhermore,

suitable allocation of financing, partnerships and collaboration of other agencies and
stakeholders, business plan preparation for productive investnpntsjrement packaging,

design flexibility and ugront preparation of the Operational Manaak all meant to mitigate
identifiedrisks.

43. Regardingthe Public Security Subomponent 2.3, theBank carried out a rapid
assessment of SESED and proposed Rra@etvities. The risk assessment and mitigation
strategy are in compliance with the Bankos L
sector, and the risk rating (moderate) falls under the LegabNibtg r a y ° Ehere aredsome

risks associatetb the security information management activities. In particular there is a risk of

®World Bank ChiefC o u n d.eghl Blate on Bank Involvement in the Criminal Justice S¢E&bruary 2012) and
accompanying Staff Guidance establishes the framewoN® engagement in the Criminal Justice Sector.
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mi suse of sensitive information that SESEDOGS
is moderate because CIOSP management systems include -desigiied internatontrol
mechanism, and a strong and respected leadership, and SESED authorities are committed to
strengthen governance mechanisms in the security sector. This risk will be further mitigated by
the Projectods <capacity b uaBbecutyinfgrmation managemente s o r
for SESED and all other agencies involved in the implementation of the Compandnby

continuous and close specialized supervision

VI. APPRAISAL SUMMARY
A. Economic and Financial Analyses

44.  The project will support activitein different sectors with very different approageesl

the methodology for the Economic and Finah@aaalysis differs for each typaf programmed
interventon. Those activities are |inked t o-secttr& PDO
approab to regional development and poverty reduction. Some of these actiilieexample

in the health, education, and public security sectéall squarely within the public sectors c or e
responsibilities thus justifying the investment of public resaitgancrease their efficacyIn

order to effectively deliver thedmsicservices, core functions of public sector management have
been identified for reform and capacity building, which will also be supported through this
Project. Finally, investment® tstimulate regional developmempiroductive inclusion and share
prosperity have been identified for public financing where market failures have precluded
efficient private sectodevelopment Furthermore, Project beneficiaries are predominantly poor
peope who do not have access to private resources. Indeed it is in an effort to reduce their
dependence on cash transfers, that this Project will stimulate their integration into markets and
incomegenerating activities.

45.  Componentl will support productie subprojectembedded irstrategic value chains as

well associal and environmental subprojects. For the formecabse the nature of subprojects

that would receive Project suppevill respond to the explicit demands of its target population
indicative production models from different value chains were construdiduie se o6 model
subprojects generated Financial Internal Rafd®eturn (IRR) greater that 18 percantll cases

and demonstrate significant incremental incomes in rural producer faniR&36Q/month on
average).More precise and representative feasibility indicators could be estimated during
implementation, using information from a larger sample of actual investment proposals under
consideration for project financing

46. Subcomponen?.1 aims at reducing the incidence of deaths related to birth, cervical and
breastcancer, as well asjury (e.g. traffic accidents, homicides, etc.). The analysis aimed solely

at providing a conservative estimate of the quantifiable benefits that are expecteduich
intervention. It uses the product of the Sta
economic active life (number of years of economic active life that are saved through the
intervention) as a O0mi ni ma mié bepefitoSocyal benefits andh e Pr
indirect economic benefits were not accounted for through this approach. Using thisaliminim

proxy, an IRR of 20 percentas obtaied under the assumption that 30 peradrihe expected

targets would still be achieved irs#uation without projedntervention.
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47.  Subcomponent 2.8ims at addressing the issue of underperformance of the primary and
secondary education systems in Rio Grande do Norte. In the analysis, the benefits were estimated
based on an increase in earnibgsught by a larger number of years of education and/or earlier
incorporation in the job market (lower repetition rates). Benefits from improvements in the
quality of knowledge gained at each year of schooling were not accounted for. dljpgisan
resultedin an IRR of 15 percent, even assuming that only 50 peroérthe expected

i mprovements in repetition and dropout rates

48. In the case of Public Security Subcomponent 2.3, the Secretary of Security and Social
Defense already has | imited funds | mproving t
key for a better prioritization of resources, strengthening those destined to violence prevention
efforts, including better data collection, analysis and improméatmation systems that would

assist informed decision making in the evaluation of preventive strategies and public security
policies.

49. The overall objectiveof Component3 on Public Sector Managemestto improve the
efficiency andeffectiveness of puld spending andhus increase fiscabpace for increasing
budget allocation to support State policy prioritiegpoferty reduction andf sustainable and
inclusive economicgrowth It is difficult to attribute the benefits of improvements in public
sect@ management to specific activities or investments as by their nature these will be dispersed
throughout improved service delivery in all areas of government activity. Nevertheless
evidence is that in States and Countries which have undertaken gsastmants and supported

them with the necessary political leadership the benefits in terms of social outcomes can be very
high.

B. Technical

50. The Project is supporting a number of complimentary interventions to enhance human
development, economic developmemtiblic security and public sector management through an
integrated approach, and furthermore, wil.l be
and other such muigectoral programdg-urthermore productive inclusion of small producers

will be achieved by means of project actions to promote their economic development through
market inclusion, by adding value to and increasing the scale of rural productivity. Project
actions will also target nonagricultural activities carried out by small jgeydun addition, the
Project design includes a strong aspect rel at ¢
organizations, and social amtvironmental requirements fordfect investments, as well as a

project capacitypuilding plan targetingarticipating stakeholders.

51. In terms of the Public sector Management component, the situation Bf khépsblic
management requires and justifies the proposed investment. The proposed activities are designed
to address structural problems for the improent of t he stateds public
functions (Budget and Planning Processes, Human Resources, Asset Management, and
Information and Communication Technolo8§ystem$ , enhancing the Govern
promote econornsidevelopment and dece povertyrom a crosssectoral approach.
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C. Financial Management(FM)

52.  FM Risk. The Bank conducted a financial management assessment for the proposed
Project The results of the assessmemndicate that thefinancial managementarrangements
satisfy the Bak's minimum fiduciary requirements and will be considered adequate as soon as
the proposed mitigation measures are impleme(seel Annex 3 for a detailed assessment).

53.  Fiduciary risks have been identified andtigation measureseflected in theORAF
matix (see Annex 4)FM supervision missions are expected to be undertaken on aysarty
basis.

D. Procurement

54. The capacity assessment of the PMUSEPLAN to implement procurement rated the

risk as Substantial. Although h e G @rBdNrénsent systems asatisfactory in light of the

national rules, the muigectoral approach of the project, the more complex consultancy contract
packages and tHack of familiarity of the PMU staff with he Bankds procur ement
() strengthened capacity, mamlby the hiring of a project management firm, including
procurement consultants and (ii) closer supervision by the Bank, through lower prior review
thresholds.

E. Social (including Safeguards)

55. The most vulnerable social groups in rural areas include thiéidaringleheaded by
women, indigenous peoples (three ethnic groups), anidmbda communities (twentpne
communities as certified by the Palmare€ultural Foundation). The Borrower conducted a
social assessment traacumentedhe pressures and tlats faced by these indigenous peoples in
their livelihoods and their degree of social and economic vulnerability.

56. Given thedemaneadriven nature of productive, social and environmental subprojects to

be supported undehe ProjectSubcomponent 1,2a key sociatrelated risk refers to the low
organizationalcapaciy of producer associations (particularly those representative of the most
vulnerable social groups), which may mo¢et the criterigo gain access to syrojectsandwho

face great challengesegarding themanagmentand accounting foProject funds theymight
eventually receive. This risk will be mitigated by activities of technical assistance and
institutional strengthening, the definition of a special strategy to mobilize and open oppartunitie
for the participation of more vulnerable groups and the mainstreaming of gender issues in project
design and implementation. Gender mainstreaming is reflected on the project's emphases on the
roles that women play on achieving food security and protgetitvironmental biodiversity in

rural communities, health policies that address reproductive health and the prioritization of
women as the main target group of literacy class for adults, as well as on the establishment of a
monitoring system based on gendensitive indicators.

57. OP/BP 4.10- Indigenous Peoples has been triggerethdigenous peoples are present in

the project area and will be among the potential beneficiaries. Adverse effects are not expected
for them under this ProjecA screening was cari ed out using informat:i
National Indian Foundation (FUNAI) and the Soe&nvironmental Institute (ISA) indicating
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that presently seven social groups declare indigenous ancestry and claim recognition of
indigenous identitypy the Stateof Rio Grande do Norte. FUNAI has opened a Technical Office

in the State andnitiated evaluations of these clainhey comprise about 3,170 people and live

in seven communitie¥. Indigenous groups will be eligibleo benefit fromProject acivities
basedon their expression of interest in participatifgoposals must originate from indigenous
peoples validated by their respective communities and organizations, through participatory
processes. Project actions involving indigenous groups are expecteatribute to (a) reduce

their social and economic vulnerability; (b) promote development alternatives that are ethnically,
culturally and environmentally adequate, and sustainable in the short, medium and long term; (c)
promote culturally adequate educatioand (d) revert the processes of impoverishment,
economic exploitation, discrimination, social exclusion, and cultural devalua&idoroadly
consulted Indigenous PeopletanningFramework(IPPF)was prepared to define the ways and
means of project inveement with indigenous groups and ensure adequate procedures for the
participaion of this population in therBject

58. OP/BP 4.12 - Involuntary Resettlement has also been triggeredThe Project is not
expected to fund any subprojects that could potentcallyse significant physical displacement
andor economic losses. In principle, th&oject will seek to avoid involuntary resettlement,
wherever possible. Nonetheledise types of subprojects proposed under Compsrieand 2

have been evaluatehdit was concluded that some proposed activities (such as the building of
rural schools and the expansion of logistics infrastructures) might require land acquisition and,
consequently, could potentially cause involuntary resettlement. It is expected thageinabes,

the potential numbers of people who might be affected would be quite small and any land
acquisition would bevery limited Given that the subpregts to be developeshd the potential

sites of intervention are not yet known and will not be setecintil Project implementation, a
Resettlement Policy Framework (RPF) was prepared. It will serve as the guide to the site
specific formulation of Resettlement Action Plans (RAH needed Consultations on thRPF

were carried out’?andboth the RPF anthe IPPFwerep u bl i cl 'y di ssemi nated ¢
websiteon November 14, 201andon theWorld B a n lexéemal websit@rior to Appraisal

F. Environment (including Safeguards)

59. The Project does not entail any potential large scale, significant and/amreversible

negative environmental impacts. The preparation, by theBorrower of t he Pr o]
Environmental and Social Impact Assessment (ES¥A% an exercise that helpedpportthe

integration of environmental and social aspects of projects intoebisiah making process.

The Project is expected to contribute ttte increased competitiveness of the productive
organizations in the priority areas, as welleasourag good environmental practicespecially

in the fragile semiarid regioa The ESIA faund that with an integrated and sustainable

" These groups are the Mendonca do Amareldo (located at the municipdli§atfamara), the Eleotério do Catu

and the Potiguar€atu (municipalities of Goianinha and Canguaretama), the Caboclos do A¢le@BahtiiieAssu
(municipality of Assu), the Potiguara (municipality of Baia Formosa), and the Tappera (municipality of

Macaiba).

180n November 13, 22 and 23, 2012 in Pau dos Ferros municipality for Alto, Medio Oeste and Mossoroense
Regions; in Jodo Céma municipality for Sertdo Central, Potengi and Trairi Regions; and in Caic6 for Serido
Region, respectively. The Indigenous Groups public consultation was carried out on November 24, 2014 in Natal.
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development focus, the Project has statewide relevance in support of an integrated and
territorially balanced development of tBéate.

60. According toOP/BP 4.01 - Environmental Assessmentthe Borrower has addmssd
safeguards policy issues by conducting a regionally focused Environmental and Social Impact
Assessment (ESIA). An Environmental and Social Management Framework (ESMF) was also
prepared to outline the set of guidelines, procedures and criteria to thefansscreening
activities and ensure that such activities will not cause any potential large scale, significant
and/or irreversible negative environmental and social impa€te final selection of
interventions willoccurduring implementatiomand he Barower would apply the environmental
Ascreeningo bef or e t hirvesthentnsalprojestEhis emdltbe dhe o f
responsibility of SETUR which will receive capacity building for this function under
Subcomponent 1.and support from the social drenvironmental specialists of the PMtThe

Natural Habitats Policy Safeguard (OP 4.04) was triggerecand the ESIA addressed the
safeguard requirements, screens out all subprojects resulting in any significant conversion or
degradation of critical naturahabitats, and includes provisions to regenerate and reforest
degraded area, as well as Management Plans for Protected Areas, as needed

61. TheOP/BP 4.11 is triggeredsince envisioned works and planned activities may affect
Physical Cultural Resources (PCR)At this stage, it ishowever not possible to determine the
presence of PCR i n t h &he ©OPBP 42 PeétManageraeatva® f I nf
triggered regarding proposed investments under Component 1, mainly improving
competitiveness of small fargifarmers by encouraging and supporting technical assistance for
the adoption of organic agriculture and of proven, econoraicagknvironmentallysustainable
Integrated Pest Management (IPM). satisfactoryPest Management Framewohas been
prepared byhe Borrower. Other safeguards policidtsee OP/BP 4.36 Forests and the OBP

4.37 Safety of Dams were also triggerecbn a precautionary basias particular local
development activities could imply using foredt a productive fashion and/or using water
resources from existing dams.

62. Finally, to further mitigate Project environmental risk, a negative list, recorded in the
ESIA, was agreed with the Borrower, with types of project activities that will not be supported
by theLoan Activities under the Projed€omponent 1.2 productivesubprojecs will include a
Negative List (as defined by the ESIA and ESMF) and also consistent with the Brazilian Forest
Code!®*Thus subprojects with the potential for conversion or degradation of natural forest or
other naturahabitats that are likely to have significant adverse environmental impacts, which are
sensate, diverse or unprecedented, are ineligible. Neverth@elR&R 4.36 is triggeredgiven

the potential for rehabilitation activities f@rotected Areaand Riparian Legal reservegAreas

de Preservacdo PermanentéPP e Reserva LegalRL).

®The Negative List includes types of project actisittbat will not be supporteidcluding: (i) productive activities

that require commercial forest harvesting, wood extraction or firewood use in the production chain; (ii) interventions
that include purchase of equipment for use in tropical forests;nfiéjventions that promote degradation of critical
natural habitats, deforestation or loss of native vegetation; (iv) interventions in the productive chains located in areas
already in the process of degradation without the adoption of appropriate managémnen(v) interventions in

areas of high risk of natural disasters; (vi) interventions in areas of dispute and/or petition for recognition as
indigenous lands; and (vii) interventions in water supply and irrigation that rely on existing dams 15 mataes o

in height.
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63. Potential activities to be supporteshder Component 3improving Public Services,)
include the preparation of studies regarding solid waste management, with a special focus on
health services waste. The proposal isttengthen technical stat#ncourag theinstallation of

Public Consortiaand fosterthe participation of citizen and waste pickePsojectactivities do

not include the construction of new landfills or wasteatment plantsHospital Waste
Managementactivities are not proposdoeyond the commitment to the Brazilian legislation of
solid waste management as well as the certification of physical and sanitary conditions for
commencement of activitiesRDC 050 ofFebruary 21, 2002 which requires Solid Waste
Management Planand outlines Technical Regulations for planning, programming, design and
evaluation of physical projects of heatthre facilities; and thégéncia Nacional de Vigilancia
Sanitaria (ANVISA) standard- RDC 051of October 6, 20141 (which provides guidance for
construction of smaller structures such basic Health Units).

64. OP/BP 7.50 (Projects on International Water Ways) is not triggered.The proposed
Project interventions, including those inriaglture and irrigation, will be focused on the rural
areas of the interior of the State and with the objective of improving access to markets and food
security of poor family farmers.

65. Consultation requirements under ORBP 4.01 (Environmental Assessmentyere met

during project preparation including public dissemination of ESMF prior to appraisal. Given the
multiple stakeholders and third parties affected by theities to be supported by thigdpect,

the ESMF was informed by a robust social assessamh consultation processes. The public
consultation process included participation of government officials, stakeholders, NGOs,
cooperatives, representatives of community associations, with the promotion of discussions on
the role of municipal developmenouncils, the main regional demands and need to strengthen
regional coordination. Similarlygonsultation requirements under OPBP 4.10 (Indigenous
Peoples) were met through a series of documented consultations with representatives of
indigenous and tratonal communities in Rio Grande do Norte.
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Annex 1: Results Framework and Monitoring

Country: Brazil
Project Name: Rio Grande do Norte: Regional Development and Governance (P126452)

Results Framework

Project Development Objectives

PDO Statement

The objective of the Project is to s upapdaccdsstod groeucteimfrastrustare
markets for family agriculture; (i) improve the quality @mnd access to, health, education and mukkcurity services; and (il
improve systems for public expenditure, human resource and physical asset management in the context-tbhaeesulsageme
approach.

Project Development Objective Indicators

Cumulative Target Values Data Responsibility
Souce/ for
Indicator Name [Core Unit of Baseline |YR1 YR2 YR3 YR4 End Frequency Methodolog Data Collection
Measure Target y
Real revenue Baseline;
increase of Business
beneficiary Plans;
produce Percentage [0.00 0 0 5 10 15 Annual Subproject |PMU
organizations and TA
(% increase in Samples;
real revenue MTR
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(inflation
adjusted)
resultingfrom
activities
supported by th
project)

Study, IE
Study, and
MIS

Increase the
provision of
health services
related to
prioritized
health care
networks athe
regional level
(maternal and
infant, urgency
and emergency
and oncological
health care
networks)

Percentage

62

66

73

80

88

Annual

DATASUS/
SISPRENA
TAL,
SISMAMA,
SISCOLO,
SIM e SIH

UES / SESAP

Increase in
Development
Index of Basic
Secondary
Educdion
(IDEB)

Number

2.80

3.2

3.5

3.90

Bi-annual

Estimated
by INEP

SEEC

Percentage
increase of
population
locally benefiteg
by the electroni
police reporting
system
(electronic
Boletim de

Percentage

45

55

60

65

65

65

Annual

MIS (SMI)

SESED/SEAC
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Ocorréncig

Integrated

Budget Financial
percentage Manageme
increase of
statebo t System

. (SIAF), and
p(rjOJects | Planning /S /
adopting results PMU/SEPLAN
oriented Percentage |0 0 5 15 25 30 Annual Suppot CPO/COPLAC

System
approach/perfor (SIAP):
mance State ’
evaluation in
) surveys of
_pIannmg and_ projects anc
implementation MIS
Intermediate Results Indicators
Cumulative Target Values [S)(?L?ce/ fF(Q)?SpOhSIbIlIty
Indicator Name|Core Unit of Baseline |YR1 YR2 YR3 YR4 End Frequency Methodolog Data Collection
Measure Target

Increase small
produce
volume for
targeted
products of Percentage |0 0 0 10 15 20 Annual MIS PMU and UES
productive
investments
supported by th
project
Number of ::,::
people in rural Number |0 0 720 2160 |3600 [3600 |Annual  |[MIS PMU andUES
areas provided
with access to
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ImprovedWater
Sources under
the project

Water users
provided with
new/improved
irrigation and
drainage
services
(number)

Number

0.00

280 840

1400

1400.00

Annual

MIS

PMU and UES

Water users
provided with
irrigation and
drainage
services
female (number

Number
SubType
Breakdown

0.00

80 250

400

400.00

Annual

MIS

PMU and UES

Productive
investments
supported by th
project adopting
sustainable
social, crop
production,
and/or
environmental
practices

Percentage

0.00

40

50

Annual

MIS

PMU and UES

Increase
participating
producer
groups/associat
/cooperatives
having
contractual

arrangements

Percentage

0.00

50

70

Annual

MIS

PMU and UES
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with marketing
agents
Group
productlve Percentage |0.00 0 35 35 35 35 Annual MIS PMU and UES
investments led
by women
Proportion of
pregnant wome Antenatal
receiving ante Information
natal care Percentage |0.00 15 30 45 60 60 Annual System- SESAP
referred to SISPRENA
hospital for TAL
delivery
Average waihg DATASUS/
time for breast SIA, SIH,
and cervical Days 200 150 100 60 60 60 Annual SISMAMA |SESAP
cancer E
treatments SISCOLO
DATASUS,
Proportion of m%:ﬁ:g)t/ion
maternal deathg Percentage |86 90 93 95 100 100 Annual SESAP
investigated System
SISPRENA
TAL
Proportion of
biopsies DATASUS
performed after /
mammography Ambulatory
(Parameter Percentage |0.56 1.01 1.82 3.28 5.9 8.85 Annual Inf " SESAP
National riormation
Institute of System
SIA
Cancer =5.6%
12%)
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Proportion of

biopsies

performed afer DATASUS/

cervical cancer Ambulatory

test- Papsmear Percentage |0.57 0.74 1.00 1.35 1.89 2.45 Annual Information| SESAP

(Parameter System-

National SIA

Institute of

Cancer=2.5%)
DATASUS/
Hospital

Proportion of Information

hospital access Percentag |59.00  |60.5 |62 646 |67.2 |70 Annual  |2YSEM IgEsap

- circulatory SIH and

di sease Mortality
Information
System

Increase in

development

index of last . Estimated

years of basic Percentage |2.90 3.4 - 3.8 - 4 Bi-annual by INEP SEEC

elementary

education

Rate of

implementation

of ihe Percentage [0.00 |0 30 50 60 70 Annual  |SEEC  |SEEC

curriculum

guidelines and

matrices for RN

Decrease in

dropout rates of Percentage |23.10 |22 21 20 18 15 Annual  |INEP SEEC

secondary

education
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Schools covere
by the project
meeting the
minimum
standards
established

Percentage

0.00

10

20

30

50

Annual

MIS (SMI)

SEEC

Youth and
adults in rural
areas
participating in
literacy classes
supported by th
project

Number

0.00

2500

5000

7500

12500.0(

Annual

MIS (SMI)

SEEC

Perentage of
women in rural
areas
participating in
literacy classes
certified

Percentage
SubType
Supplements

0.00

70

70

70

70

Annual

MIS

SEEC

Percentage
increase of
population
locally attended
by CIOSP
(expansion of
CIOSP servicesg
beyond the
capital an
metropolitan
region)

Percentage

40.00

42

50

57

57

57

Annual

SMI, IBGE,
CIOSP

SESED/SEAC

Percentage of
staff managed
through results

oriented human

Percentage

25.00

25

35

45

50

50

Annual

Reports
from
SEARH /
COGEP

SEARH/UES
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resources
policies
deployed in
Secret. of
Health,
Education,
Public Security,
Planning and
Public
Administration

Decrease the
percentage of
resources
reallocated
between
different budget
actions
(excluding

staffing)

Percentage

14.20

12.2

11.2

10.02

9.2

9.00

Annual

SIAF

SEPLAN/CRO

28



Annex 1: Results Framework and Monitoring

Country: Brazil

Project Name: Rio Grande do Norte: Regional Development and Governance (P126452)

Results Framework

Project Development Objective Indicators

Indicator Name

Description (indicatodefinition etc.)

Real revenue increase o0f
organizations (% increase in real revenue (inflation
adjusted) resulting from activities supported by the
project)

Average real income of the beneficiaries in the final year of the Pfdjeetrage
income of the beneficiaries in the initial year of the projeltrorrected by the INPC
Percentage of real income increase for family agriculture benefited by productiv
subprojects.

Increase the provision of health services related to

prioritized health care networks at the regional level
(maternal and infant, urgency and emergency, and

oncological health care networks)

Access to health services procedures increased and problems resolved in the p
target areas/investments. The healtbcpdures would encompass the number of
deliveries, obstetrical ultrasonography, mammography and Papa Smear tests, ¢
hospitalizations performed among the regions, excluding the metropolitan regioi
Natal.

Increase in Development Index of Basic Secopdar
Education (IDEB)

Development index of basic secondary education estimated by INEP, biannually

Percentage increase of population locally benefited K
the electronic police reporting system (electrddidetim
de Ocorrénciq

Percentage increase of popidatlocally benefited by the electronic police reportin
system (electroniBoletim de Ocorréncia Electronic police reporting is operationa
and available to the population.

Budget percentage increaseSf astragegic projects
adopting results orieatl approach/performance
evaluation in planning and implementation

Stated strategic projects adopting

in planning and implementation deployed in Secretariats of Health, Education, F
Security, Plannig & Administration. This indicator will reflect the quality of public
expenditures in target projects.

Percentage of women in rural areas certified in litera

Increase the number of rural women participating in the djectasses approved an
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classes supported by the project

certified

Intermediate Results Indicators

Indicator Name

Description (indicator definition etc.)

I ncrease small producer g
products of productive investments supported by the
project

Volume of sales byarget producers organizations increased

Number of people in rural areas provided with acces;s
Improved Water Sources under the project

This indicator measures the actual number of people in rural areas who benefite
improved water supply servicézat have been constructed under the project.
Guidance on "improved water sources": "Improved water sources" include pipec
household connections (house or yard connections), public standpipe, borehole
protected dug well, protected spring and rainwatéection. Hence, "Improved Wat
Sources" do not include, inter alia, water provided through tanker truck, or vend:
unprotected well, unprotected spring, surface water (river, pond, dam, lake, stre
irrigation channel), or bottled water. The definitio of what i s col
water source' follows the UNICEWHO Joint Monitoring Program definitioriNote
that "Improved Water Sources" does not refer to the question of new versus
rehabilitated water sources, but is the standard definitiontageatk progress on the
Millennium Development Goals.

Guidance on people with access: The data on the number of people provided w
access can be estimated by multiplying: (i) the actual number of piped connecti
with an estimate of the number of pémper household connection; and/or (ii) the
actual number of community water points with an estimate of the number of pec
per community water pointThe assumptions made regarding number of people
connection made should be carefully documentedine 6 c o mment s’
indicator when data is entered in the ISR.

Guidance on rural classification: The classification should follow the official defir
used in the country.

Water users provided with new/improved irrigation ar
drainage sereges (number)

This indicator measures the number of water users who are provided with irrigat
and drainage services under the project.

Water users provided with irrigation and drainage
services female (number)

This indicator measures the number of veom6 s wat er

irrigation and drainage services under the project.

user s v
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Productive investments supported by the project ado
sustainable social, crop production, and/or environmg
practices

(Number of investments adopting sustdile practices / total number of investmenti
supported by the project) X 100. Percentage rates will be estimated considering
implemented projects at period "n"

Increase participating producer
groups/associations/cooperatives having contractual
arrangemeistwith marketing agents

(Number of producer groups with formal contracts with market participants / Nur
of producer groups funded by the project) X 100

Group productive investments led by women

Percentage of group productive investments led by women

Proportion of pregnant women receiving antgal care
referred to hospital for delivery

Proportion of pregnant women receiving angtal care referred to hospital for
delivery

Average waiting time for breast and cervical cancer
treatments

Waiting time fo breast and cervical cancer from diagnosis to treatments

Proportion of maternal deaths investigated

Maternal deaths investigated compared with total maternal deaths in one year p

Proportion of biopsies performed after mammograph
(Parameter Natiad Institute of Cancer =5.6%2%)

Rate of biopsies performed

Proportion of biopsies performed after cervical cance
test- Papsmear (Parameter National Institute of
Cancer=2.5%)

Number of biopsies performed / Total number of biopsies required for woradn ay
from 25 to 64 years old) X 100

Proportion of hospitalaccessc i r cul at or vy
deaths

Proportion of hospital access (circ

Increase in development index of last years of basic
elementary education

Increase in developmemdex of last years of basic elementary education

Rate of implementation of the curriculum guidelines &
matrices for RN

Reflects the grade of implementation of the curriculum guidelines and matrices |
state public schools (including adults andtydiiteracy programs)

Decrease in dropout rates of secondary education

Decrease in dropout rates of secondary education in the state public schools

Schools covered by the project meeting the minimun
standards established

Rate of schools covered by thejarct meeting the minimum standards establishec

Youth and adults in rural areas participating in literag
classes supported by the project

Number of youth and adults in rural areas participating in literacy classes suppc
by the project

Percentagefavomen in rural areas participating in

literacy classes certified

Number of women patrticipating in literacy classes certified / total number of wor
participating in literacy classes
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Percentage increase of population locally attended bjPercentage increase of population locally attended by CIOSP (expansion of CIC
CIOSP (expansionf CIOSP services beyond the capi|services beyond the capital and metropolitan region)
and metropolitan region)

Percentage of staff managed through resariented (Number of staff managed through resatgnted human resources policies / Tota
humanresources policies deployed in Secret. of Healinumber of staff in state Secretariats of Health, Educa®oblic Security, Planning
Education, Public Security, Planning and Public and Public Administration

Administration

Decrease the percentage of resources reallocated be [Resources reallocated between different budgetary actions (excluding staff) / T
different budget actions (excluding staffing) budgetary resaues for various actions (excluding staff)] X 100
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Annex 2: Detailed Project Description
BRAZIL: Rio Grande do Norte Regional Development and Governance Project

1. The proposedRio Grande do Norte Regional Development and Governance Project
would supportmplementation of he St at ed0 s pyeao period Mrojectactivitiesa s i X
support key components of tifet at eds St r at e g iP@ano Plenamual 20p2me n t P
2015, PPA) and its Poverty Reduction Strateghatio RN SenMiséria e Programa RN Mais
Justo2012201571 aligned to the nationdrazil SemMiséria Poverty Reduction Strateggnd

integrated with the PPA In particular, IBRD financing will support the following State
investments, to be greater detailed oncoming sectiorgigipinablesodoeconomic investments

for productive inclusion, (i) improvements in access to and quality of education and health
services and (iii) reorganization and modernization of the public sector to strengthen the delivery

of public servicesincluding public segrity managemen(Figurel).

Figure 1: Alignment of Project with State Poverty Reduction and Sustainable Growth
Strategy

Socioeconomic
Investments

Regional
Development

&
Governance

Public Sector

Management
2. In order to monitor progress towards the achievement of its strategic development
objectives, the GoRMs creatingtwonew areasvi t hi n it s pl anni-bagedst r uct
and I ntegrated Monitoring Syst emb and t he

De p ar t mebmoaddgoals Dihtleese initiatives are {a) establish an economic, statistical,
geographical am cartographical information management policy, aimed at improving public
policy analysis through more robust use of socioeconomic indicators; (b) monitor the
implementation of the lonterm strategic plan and the PPA, support the decisiaking
process,and improve society’'s access to information about public policies; (c) monitor the

i mpl ementation of the strat egiMaispusteandehe this , (na
Project- RN Sustentavgjand, (d) improve access, disclosure and disseromaf information

and increase transparendyesign of this Project hadirectly benefited from these efforts to
strengthent he St at ednd imgemantation eapacities in terms ddta collection,

analysis, public policy and projects forratibn am implementation levelsin particularProject
design has been informed by the St aeseribess | nt e
further below.
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3. Regional Development Strategy. De s i gn of a Integrétexl R&yioraalt e 6 s
Development Strategywasbased on @omprehensive data cetitionand crossanalysis ofkey

physical, environmental, demographic, social, etoic, and infrastructure indicators. This was

achieved byintegratingthree composites indices as follow§) a cluster of socioecononic

indicators (access to basic servicessjabhd incomegconomicgrowth and dynamism); (iiq

HOI (Human Opportunity Indexbased on indicatorior the water & sanitation, solid waste
collection, literacy, school enrollment and age/grade distordtes (iii) mappingoftheSt at e 6 s
urban network overlaid by the distribution of seryicevis on acr oss t he. Stat eo:

4. Based on an assessment of these indicateeselsulting picture emergésee Figure?).

The coastal territories dferra das Potiguaragin the east) anéd¢u-Mossoré(in the northwest)

emerge as th&t a tmaiexonomic drivers. AcuMossorbenj oy s St at eds hi gt
economic growth due to oil exploration and public sector investments and its béqssdrois

a regioral pole for economic and public services provision for communiti€enméo do Apodi

andAlto OesteTerra dosPotiguaras which encompasses the metropolitan region of Natal, has

the largest population and highest per capita income of all territorieN.ifN&al constitutes the

main pole for both economic activity and publ
and eastern coast.

Figure 2: Economic Drivers and Lagging Development Regions in RN

Mato Grande
Sertao Central Cabugi e Litoral Norte

Natal

Legend

Territérios
Regides de desenvolvimento
- Economia do petréleo
N Cinturdo Central - vazio de desenvolvimento
- Faixa Ocidental - vazio de desenvolvimento
A - Regido Metropolitana

Antigo centro dindmico

Source: SEPLAN/RN, 2012

5. The Natal mebpolitan area is surrounded by a central belt of lagging development
territories ofSertdo Central Cabugi e Litoral Nort&ato Grande Potengj andTrairi. Trairi is
less poor than the rest of the belt, especially due to the preseS8eataf Cruzaregional pole
for the provision of relatively developed basic servieatespite the huge income inequality
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within the territory and limited access to watBertdo Central Cabugind Litoral Norte and
Potengicomplete the belt, characterized by low pepitzaincome (with the exception of the

cities of the north coast due to the oil and salt industries) and poor access to basic services and
opportunities. LastlyMato Grandeand theAgrestelitoral Sulare among the poorest territories

of the State, with on-uniform access to basic services, particularly deficient with regard to
sewage and garbage collection, and limited access to health and educational services. These
territories also suffer from uneven economic development with opportunities for formal
employment and income generation concentrated in the narrow coastal strip

6. Advancing desertification presents additional challenges in closing development gaps,
particularly in lagging regions (see FigBe

Figure 3: A&?as at risk of desertification in Rio Grande do Norte

smn 170 § = 30 w7
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=== Divisdo Segundo os Planos de |
Desoevolvimento Regionais

= Limites Estaduais
— Limites Municpais

0 51015 206m PARARA

ESCAA GRAFICA

Source: SKIARH, PAE, 2010.

7. Seeking the redress pervasive inequalities and development challenges, the GoRN is
pursuirg a sustainable and integrated Regional Developntesie§y for the State. The strategy

is organized around threexes (i) the recovery of the economic dynamism in 8exidoregion,

(i) stimulus for the central belt characterized by significant development gaps, and (iii) the
development of the western border region, characterized by lack of basic public sewvisempr

and very limited penetration of formal economic activitfs.It also seeks to increase

XTerritories identified as 6lagging regionsd in this P
through the Federal Government progrdmrritorios da Cidadania(Territories of Citizenship) which aims to
promote economidevelopment and universal access to public services through a strategy of sustainable territorial
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connectivity, enhancing the integration of lagging and leading regions (in terms of both
economic development and access to services) through improvementstracstate
transportation networks.

PDO

8. The objective of the Project i's to suppor
security, access to productive infrastructure and markets for family agriculture; (ii) improve the
guality of, access to, heh| education and public security services; and (iii) improve systems for
public expenditure, human resource and physical asset management in the context of a results
based management approach.

9. Strategic Level OSupporting the Bathe Rrojeetstategy antl f or t ¢
activities are aligned with the State Sustainable Development Strategic Plan and édulti
Investment Plan (PPA 2042015), reflecting the goals daquitable, inclusive and efficient

growth, by focusing, in particularpn sust@nable and integrated regional development, the
elimination of extreme poverty, and modernization of public sector management.

10.  Operational Level 6l ncrease food security, access
access to mar ket s do,n Gainndp rpouvbel ihce asletchu rei dtuyc asteir v i
sector management systemsd means that Project
these objectives through: (i) investments in sustainable productive activities and supporting
infrastructires to increase food security and access to market for family agriculture; (ii)
education, health and public security sector management improvement for increased coverage
and better delivery of basic services (iii) modernizing key public sector fuscidopting a
resultsoriented approach.

Project Components

11. To reflect and support the mutlii mensi onal nature of the Go
Strategy, this Project proposes multiple intersecting actions: namely, improving basic public
services and stiglating inclusive economic growth; underpinned by improving the efficiency

and effectiveness of the public sector as depicted in the diagram below

development; anBrazil SemMiseriathe national strategy in coordination with fR® Grande do Norte Sem
Miseria Planto eliminate extreme poverty by 2015.
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and Local

Public Sector Management

(Governance)
. . . Results oriented Human Resources and
Administrative Reform
management Assets management

12.  Reflecting this integrated structure, Project Components would be organized in the
following fashionins upport of the Stateds strategy:

13. Component 1: Sustainable Regional DevelopmerfyS$ 200.5 million of which US$

180.3 million IBRD financing). This Component aims to reduce regional inequalities and
increase productive i ncl wsainable Regional Davplgpment of
Strategyand Poverty Reduction Stratethyough the following Subcomponents:

14.  Subcomponent 1.1: Strategic Investments and Local Governance Strengthehl8&

109.8 million, of which US$ 98.million IBRD financing) to suppor strategic investments in

the expansion, improvement and integration of regional socioeconomic infrastructures (e.g.
innovation, technology and trade centers, irrigation systems upgraatjogculturestations,
phyto-sanitary inspection units, physicatfities and equipment for production of seedlings and
breeding animals, etc.) This Subcomponent will also include activities to strengthen the
capacities of municipal and territorial government agencies to implement the Sustainable
Regional Development @itegyand facilitate productive inclusion investmemitsough, inter

alia:

(a) The provision of support to State Agenciemamely, SEPLAN (State Secretariat for
Planning) SAPE (State Secretariat for Agriculture, Fisheries & Livestock), SETHAS
(State Secretat for Labor, Housing and Social Assistance), SETUR (State Secretariat
for Tourism), SEDEC (State Secretariat of Economic Developmesmyd DER
(Department of Roads) for carrying out strategic studies and diagnostics to further
i nform t he alStoadme @evelopneentisteategy and determine associated
Project investments.
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(b) The provision of supporbtSETHAS for the preparation, implementation and supervision
of Social and Environmental Assessments, and of Fair Trade Business Plans for
Subprojectgdescribed further in Sutomponent 1.2).

(c) The provision of support to SAPE for the preparation, implementation and supervision of
APL Business Plans as a framework for the selectid?raeductive Subprojects (see Box
1);

Box 1: APL Business Plan Devefament
A model needs to be drawn up which allows definition and justification for the selection of p
productive sectors identified for support under Project, in light with the State Regional Devel(
Strategy. We can call this model Business P{&R to ensure its quality, aptness and effectiveness.

I't is important to consider the BPO0Os as an
existing APLs, as well as to strengthen their capacities to be innovative and to learishdhld not be
seen simply as a formal step, nor as just a target to reach. The BP elaboration should be cong
important and necessary process supporting APL consolidation.

At this point, the process of elaboration and implementation of thestgRild be considered 4

opportunity to:
1 motivate and mobilize the members of the APtompanies, State Secretariats, Agencies & Q

Partnersi in regards to the need to analyze and compare (benchmark) the performar

capacity of the local produgg system;

develop a vision and a joint strategy to improve productivity, training and innovation;

to formulate and implement an integrated set of policies and procedures to promote inn

and learning, and to strengthen the local innovation systamds;

1 define the mechanisms by which continuous monitoring will be carried out to ensu
implementation of these strategies and to evaluate the impact of the policies and procedur

=A =

The key players of the pr odud wherwpmtting togeihar the BPA
the analysis phase and in the definition of the strategic components and priorities that need to be
in the Plan (this needs to happen from the start and primarily involve the leaders of the APL). L
thereshould be a matrix approach (in comparison to a lineal approach in stages). The three princi
make up this approach are: (i) territorial dynamics; (ii) business development and how produ
structured; and (i) information about and accessiénkets. The preparation phases of the APL Busi
Plan, diagnostic, common vision and strategies are as a consequence, simultaneously built aro
principles.

The BP should basically contain: (i) an analysis of the APL and the context in whigdrdtes; (ii) an
idea of where it strategically sees itself in the future; and (iii) an agreed action or developme
between the related parties, private sector and related institutions, with public suppo
implementation follows on from the d&1. Then the evaluation process looks at the progress 1
evaluates the effort made and maodifies the work in progress, extracting lessons learnt and gener
learning opportunities for the futu@nd adaptations to the business plans which sheunhdin active
working documents

38



15.  Subcomponent 1.2Productive and Social andEnvironmental Subproject§US$ 90.7

million, of which US$81.6 million IBRD financing) providing support (grants and technical
assistance) to Producer Organizations (POs) embedsi¢hin selected APLs, Social
Organizations and Networks of Social Organizations (SOs and NSOs) such as community
associations and womendés groups, to increased
St at eds l agging d e v ell be pdelieeretl throughtyvo @ategories ®fh i s w
Subprojectsnore fully defined in the Project Operational Manual and differentiated as follows:

(&) Marketoriented Productive Subprojectsdentified through acompetitive selection
process (managed by SAP&hd SETHAS based on the submission &ustainable
Subproject Business Plans(i.e. meeting requirements of commerciatechnical,
environmental and social sustainabilityncluding participation, leadership and benefits
sharing with women anglouth) - by legally regsteredProducer Organizatioembedded
within APLs identified for Project suppoft Selected Ps would be eligible to receive
matching grantsaf least20 percentbeneficiary contribution required in cash aiod in
kind) to support marketrientedproductive investmentgincluding, inter alia: productive
infrastructuressuch as roads, irrigation and energy supplyhancement of valeedded
processing capacitiestc.)

(b) Socialand EnvironmentalSubprojectsdentified through a competitive selection process
(managed by SETHASkased on proposals from either POs or SO/N&Dseceive
matching grantsat leasilO percentbeneficiary contribution in kindjor investments to
enhance climate resilience and environmental sustainability of productive activities and/
to support recovery of environmentally degraded areas, (incluidieg,alia, through grey
water reusecapacitation of local recycling systentgmpensation for loss of productive
capacity in degraded areas selected for recovery actiwieg, andor to enhance food
security(including, inter alia, through theestablishment of school gardens, introduction of
higher nutrientrich crops in local farming systems, etc.).

16. Irrigation Investments would be eligible, depending on their viability and target
beneficiaries, for in support under both typologissubprojects described abov@ne of the
specific constraing on value chain developmerfor family farmersin lagging development
regionsis the low water use efficiency at farm level, requiring modeatersaving techniques

and practicesSmall-scale irrigation by family agriculture faces diversified demands, including:

() helping to organize producers, (ii) technical assistance in irrigation techniques, and production
more broadly, (iii) lack of gaital for the purchase of machinery and equipment. Therefore,
irrigation investments will be supportélodrough subprojectander this Component in order to
improve smallholder irrigated agriculture production and productivity in targeted irrigated areas.

17.  Irrigation investments will support the improvement of irrigation infrastructure
(collective and offarm) of poor rural communities and particularly small agricultural producers,
represented by their organizations, using existing water sources and aveifedwtructure to
enhance production and productivity with adoption of sustainable systems and technologies.
Such systems and technologies should enable greater efficiency in water use, avoiding water

2 producer Organizations include cooperatives, associations, small busorestes types of legally established
organizations that can provide proof of regular operation
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waste in a region where this resource is scarce gluniost of the year, and should minimize the
risk of soil salinization or erosiof.arget areas and types of investments will be defined based
on the diagnosis which will be carried out in the first year of the Project as well as in feasibility
analysis demnstrated in thea p p | i lousineds plans.lrrigation investmentsupported by
Subprojects are expected to inclufieandng of pre-iinvestment studies and design, execution
and supervision to support eligible farmers groups, and to increase irrigatfonmance at the
farm level through the installation of improved-famm irrigation systemsandfinandang of pre-
investment studies and design, execution and supervision gfrejdets to support eligible
farmers groups to design and implement iriiyatschemes along exisg water supply
infrastructure.

18. The Subproject Cycle for each category of Subprojedtsdescribed in greater detail in

the Project Operation Manual (POM). In particular, the POM owtlahigibility requirements

for POs, SOs andNSOs (for e.g., minimum participation requirements of women/youth),
subproject application process and selection criteria (for e.g., calls for proposals, presentation of
sustainable subproject business plans embedded within selected APLs, completidal ahgoc
environmental assessments, fair trade business plans, etc.), procurement process and co
financing requirements, modalities and partnerships for the delivery of capacity building and
technical assistance (for both preparation of Business Plansuapdofect proposals; as well as

for the implementation of Subproject activities), financial management systems, monitoring and
evaluations systems, etc. The PMU as well as the Secretariats and State agencies will be
responsible for delivering assistanceedily to POs/SOs/NSOs implementing Siwjects, or

for contracting services providers as necessary. The PMU as well asnpfeEmenting
Secretariats and State agencies also monitor all project activities and an online MIS system has
already been develoge

19. Past experience reinforces the importance efrapt investments in local management
capacity. It is expected that national financial institutidmsuld take on an evencreasing role

in financing the investments, with marisgurced finance compigy an eveflarger share of the

total investment in Productive Subprojects. In addition, the participation of financial institutions
in assessing and possibly-toancing viable and sustainable business plans to be implemented
under Subcomponent 1.2 woulektend their client base amongst members of Producer
Organizations and should work to develop markets. Additionally, Social and Environmental
Subprojects implemented by Social Organizations and/or Networks of Social Organizations
should help reduce vulrarilities (to poverty, food insecurity, environmental shocks, etc.) and
lift households out of extreme poverty thus reducing dependency on social assistance programs.

20. Under Component 1, SEPLAN will also coordinate a package of capacity building
investmeng (training, technical assistance and other necessary investricemgprove Project
management and implementation capacities of State agencies involved in this Projecird hese
detailed in the Project Operational Manual.

2 |ncluding,inter alia, National Development Bank (BNDES) and Bank of Norshi@razil (BNB)
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21. Component 1 would benefit poarban and rural people (particularly small family
farmer$® as well asnonagricultural producers of handicraft, etc.) as membemsgafizations

(such as community associations, producer organizations and/or cooperatives, social
organization or networksfasocial organizations) receiving matching grants for productive,
sociceconomic and social and environmental subprojects, as well as direct State investments in
key productive infrastructure. This is expected to héenapproximate 20,000 families
represating about 70,000 individis Vulnerable groups (marginalized women and youth,
quilombolas and indigenous communities) and beneficiaries of State and Federal social
assistance programs (registered in @edastro Unicé® and the national registry of famil
farmersi DAP®) wi | | al so be targeted for inclusion
activities.

22. Component 2: Improved Public Services(US$ 130.0 million of which US$ 116.9

million IBRD financing) supports the human development and citizen sgcpitiars of the
Stateds Poverty Reduction Strategy by i mprov
services and would be divided into three subcomponents

23.  Subcomponent 2: Health (US$ 45.0 million, of which US$ 40.4 million IBRD
financing) ) would provide support to SESAP to increase coverage and quality of three key
health network$ maternal and infant care, cancer care, and emergency healthindinee with

three strategic priorities for the health sector, namely

(&) The reduction of mateah and infant mortality rates through: {he refurbishing
and provision of the necessary equipment for selected maternity hqsfgials
preparation and implementation of a continuous training program of primary care
professionals (doctors and nurses) prenatal care with emphasis on risk
classification, primary health care access and reception, and postpartum/newborn
care; (iii) the construction of the Infant and Maternal Hospitélossoroto support
the State Maternal and Infant Health Care Netwaska referral hospital for the
St atebébs second | argest health region (d
linkages to antenatal services and discharge planning for continuing care, and offer a
range of services to pregnant women including anterceed, early pregnancy
assessment services, birthing services and post natal caréivatioe establishment
of a system of human milk banks, and (v) the implementation of a risk classification
system to monitor high risk infants froml@ months);

(b) Increased availability of early detection and quality treatment for breast and
cervical cancer patients, through: tfie refurbishing and provision of the necessary
equipment forthe Referral Center for Diagnosis on Cancer Diseases:(ii) preparation
and implenentation of continuous educational program for health professionals and
managers; (iii) development of telemedicine programs to disease diagnostbe(iv)

% As defined under thiational Policy for Family Agriculture and Rural Family UniEederal Law No. 11.326

(2006).

*TheCadastroUnicda epresents the federal governmentos efforts t
householdsihked toBrasilia Sem MiseridNational Poverty Reduction Program.

% Registry of Family Agriculture (DAP), of thidational Program to Strengthen Family AgricultPRONAF).
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construction ofnew and renovation of existingf state labs for cancer tests and
diagnosis, as wkhs the provision of the necessary equipmeatd (v) preparation

and implementation of continuous professional training programs focused on cancer
diseases; and

(c) Establishment of a Statgide, regionalized, emergency health services network,
through: (i) improvement of emergency medical facilities and services; and (ii)
implementation of evideneeased clinical protocols and pathways for emergency
health services

24.  Under this Sultomponent, the Project would provide increased access to health services,
namely befitting: (i) infants agedi024 months; (ii)) women of reproductive age, who are at risk

of maternal mortality; (iif) women aged 2569, who are at a higher risk of breast and cervical
cancer; and (iv) thgeneralpopulation in need of emergencagre. This Sultomponent will also

benefit State and municipal health management teams through strengthened management
mechanisms, which are essential for service delivery.

25. The three thematic health care networks supported by the Project aim at dieoentra

the health care services to all regions of $tege, highlighted as the most important priorities in

the State Governmentadvestment Plan as well as itaBgned witht he st r at egi c pi | |
Heal t h Caw &oHFederal&uidelinesto mpl ement Heal t-équitGar e Ne
competitiveness and governancby supporting actions that: (i) reduce poverty and inequality
through raising the quality of care, and ultimately, improving health outcomes, (ii) contribute to
competitiveness/gmth through finding sustainable solutions to the access pressures facing the

state health system; and (iii) strengthen governance foundations by introducing accountability
mechanisms in the health sector (e.g., information management, and network &ty faci
governance arrangements).

26. Regionalization of health servidelivery has been introduced an effort toimprove

equity in access to healtfare. It entails @rocess of linking SUS managers, units, referral and
counterreferral systems and proféssals,thusintegratingactors and resourcé&®m across the

health care system for a more efficient, esféective and adequate delivery of services to the
population.This involves flows of information (referrals), provisiaf capacity;infrastructure

and the return of this information to the basic level of service (cousfimral). Thessystems
formalize thecontrol and rationatiation of expenditure and provision of health servitiess
improving thedecisionmaking process andnprove access tahe state health systenihis

change seeks to redress the problem of unequal access to care, but it also requires heavy
investment in the hospital sector so that the extension of primary care coverage is not stripped
down to a basic package of services.

27.  Projectactivities under this subcomponent will thus contribute to:
(a) The development of a referral and cousrtferral system able to operate efficiently and

provide quality health care, (essential to strengthening of both the Infant and Maternal, as
well as Emergency Health Services networks prioritized by the Government)
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(b) The development of a network of Referral Centers on Cancer Diseases, with emphasis in
early detetion and timely treatment; and

(c) Ensuring qualified antenatal care for all pregnant wonm Rio Grande do Norte (for low
risk, as well as high risk pregnancies), covering appointments and lab tests.

28. Investmentsin infrastructure (renovations and construction) and equipment will be
undertaken by the Project in the context of the procegsmémenting the three thematic health

care networks; maternal and infant, urgency and emergency and oncological care. All
investments were defined to meet part of the demand for infrastructure of these networks, based
on the low capacity of the state tcake new investments and gaps in federal financing. With
regards to the maternal armdant health care networige construction of a Maternal and Infant
Health Hospital in Mossor& foreseen which will be the referral hospital for intermediate and
specalized care in the region, the structuring of two milk banks in municipalities where they do
not exist, and renovations and equipmenttfdn e 28 mdteen§ senters These investments

are complimentary to those foreseerRBde Cegontfdand PMAQ’, asareProject investments

in the emergency network. Regarding investments in renovation and equipment for the labs for
breast and cervical cancer testssthare needed to ensure adequate conditions for conducting
biopsieswith a sufficient degree of reldlity.

Priority | 7 Infant and Maternal Health Care

29. The Projectds Health subcomponent will S Uf
objectives including its Family Health Strategy program, which provides a comprehensive
package of reproductive and temal health care interventions, among others, e.g., special
counseling for female victims of violence, breast cancer patients and pregnant teenagers, to

i mprove womends health status. I ndirectl vy, it

2 With the proposal to establish a healthcare network which guarantees womehthe réproduction planning

and humanized care during pregnancy, delivery and postpartum, the Ministry of Health created in June of 2011 the

Rede Cegonha’heRede Cegonhalso aims to guarantee children the right to safe arrival and healthy growth and
development. The network, comprising four componénpsenatal, delivery and birth, postpartum and full attention

to the childds health and |l ogistics system (patient tr:
phases: adherence aridghosis, regional design of the network, contracting of the attention points, qualification

and certification of the components.

2 PMAQ - National Program for Improving the Access and Quality of Primary Gaegtama Nacional de

Melhoria do Acesso e dau@lidade da Atencdo Basitwas created in 2011 to supptive ntroductionand

achievement of access and quality standards by primary care tBMA€ scope and goals include the following:

(i) build comparison parameters among primary health care t@amesponse to diverse health challenges; (ii)

stimulate continuous and progressive improvement in the access and quality standards and indicators involving the
management, work process and results achieved by the primary health care teams; (iiijposgrteetrcy in all of

the steps, enabling the continuous monitoring of parti
mobilize and empower federal, state, and municipal managers, as well as primary health care teams and users in a
process othange in management culture and primary care qualification; (v) develop a culture of negotiation and
contracting, involving the management of resources on the bases of commitments and results that are agreed upon

and achieved; (vi) stimulate effectivBange of the attention model, worker development and services guidance

depending on the needs and satisfaction of users; and (vii) operate on a voluntary basis for both the primary health

care teams and the municipal managers, based on the assumptiomteat pr ogr amés success depe
motivation and proactivity of the subjects involved.
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who @nstitutethe majority of the health care personnel contracted by primary health care units.

In particular the Strategy aims to (i) reduce inequalities in health outcomes by improving access
to and quality of primary health care by lamcome populations(ii) strengthen social risk
management by providing counseling and health promotion interventions to vulnerable groups
such as women and teenagers to address specific issues such as early pregnancy, injuries, and
violence against women; and (iii) enhargender equity through prioritizing of maternal and

infant care.

30. The Projectos Oheal t ho subcomponent suppo
coverage of Family Health Strategy in the municipalities, raising the technical quality of and
patient satisfagbn with primary care and improving the efficiency and effectiveness of Family
Health deliveries. The objective is to integrate and sgpléhe current network of facilities,
human resources and technologies in light of the restructuring of local ahteealth care
systems, and of efforts to define ralearing between the participating municipalities and the
State. This will be achieved through the identification and implementation of organized flows,
as well as through strengthening the referral aodntefreferral system, and by means of
restructuring of available Intensive Care Unit (ICU) beds (general, maternal and neonatal). At
the high complexity level of care, hospital facilities will undergo a qualification process to
reduce maternal and nedalmorbidity and mortality, improving their capacity to provide high
complexity health services by means of modernizing technological structures and training of
human resources to proper handle major morbidities. Thus, the proposed maternal and infant
hedth care network aims to provide quality health services to pregnant women at low and high
risk, linking primary care units to the diagnosis centers and hospitals.

Priority Il T OncologicalCare

3. Similarly to whatoés hap pcantdrinRio Granteido Moad | vy ,
is increasing together with life expectancy. The growing global burden e€aramunicable
diseases in poor countries and poor populations has been neglected by policy Amagegsthe

leading causes démaledeathsin Rio Grande do Norte related to the NCibe cardiovascular
diseases is the major one, accounting fop&@entof all deaths in théatest years, followed by

cancer and accidentddditionally is relevant to highlight the significant increase in deaths with
regard to the circulatory disease, cancer, diabetes and respiratory diseasbevascular
diseases, neoplasm (breast and cervical cancer) and injuries account for the three leading death
causes in the StatBlotably, breast cancer peesents the single rabsignificant mortality cause

among womenincreasing fronb.7to 8.6 deaths per 100,000 women between 1992a0d.

32. Despite strong evidence of the magnitude of this burden, the preventability of its causes,
and the threat it poses to already complealthecare systems, national and local actions have
been inadequate, especially with regards to early detection. Indeed, local health systems struggle
to meet the need for diagnosis, control, and treatment services. Currently, cancer is the second
cause obverall mortality in theState,yet resources have nbeen allocated accordingly. Hence,
strong investment in technology, clinical processes (guidelines and protocols), physical structure,
and professional standards are needed to guarantee accesstamehtréwith emphasis in early
detection).
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33. Inthis perspective, Rio Grande do Norte istricturing the state health care network to
provide services on a regional basis and to ensure comprehensive cancer care, covering access to
appointments, tests,iagjnosis, and treatment. In the first instanederral centers for early
detection will be implemented linked to public laboratories to support cancer diagnosis and
further treatment. Additionally, the State Secretariat of Health plans to establishemisys
framework to monitor and evaluate cancer diseases, especially breast and cervical cancers, as
well as to implement a continuous education program on cancer diseases for professionals and
state managersThe Projectwould support the implementation & State Cancer Control
Program to increase the capacity for early diagnosis and timely treatment. The Program, still
under development, has suffered from a lack of sufficient resource allocation, coordination of
multi-sectoral policy interventions, andsufficient attention to chronic disease management
within the health system.

Priority Il - Emergency Services

34. The demand for emergency services has increased in recent years, mainly due to the
higher incidence of cardiovascular diseases, as well ascafemts and violence, the first and

third leading causes of deaths in the state, respectively. The Emergency Health Services Network
designed for the State of RN is meant to develop and implement ti®gpial urgency and
emer gency s Yy ssthealth régions,aiven th&duraent estdge of Federal Program for
Mobile Emergency ServiceSérvico de AtendimendModvel de Urgéncid SAMU) deployment.

35, The Stateds pr ogr aissvicesneapagemenotraisimglomim@aving i ) i
management capig for hospital/facilities with focus on scalingp, care deliveries flows,

logistics, and managerial processes; ii) technical care training on developing and implementing
care protocols and guidelines grounded on scientific evidence; iii) investmeng-irogpital

facilities focusing on safe patient access to referral hospitals and including the expansion of
trauma care, aero medical transport, and specialized teams for treating multiple trauma,
myocardial infarction and stroke; and v) resditsed comacts with providers to ensure the
implementation and maintenance of qualified staff in agreement with the emergency regulatory
framework.

Health Sector Institutional and Implementation Arrangements

36. The entire Project will be coordinated by the Statenfitey Secretariat. The health
component will be carried out through the State Secretariat of Health (SESAP), including the
proposed activities related to state and municipal interventions in secondary and tertiary health
care activities. It will include fiancing construction/renovation, medical equipment and
furniture, and training, consulting and nroonsulting services. In this case, the State Health
Secretariat will implement the proposed activities on behalf of the municipalities to scale up
proceduresnd implementation timelines.

37. Brazil s wunified puSisteina Unicoeda Sa0ie comprises allm ( S U ¢
health care and services provided by public institutions of the three levels of government, as well

% 3US is Brazil's publicly funded health care system cremtéulfill the obligation under the 1988onstitution
establishinghealth caresa "right of all and anobligation of the State".
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as private institutions that providergiees under contract. In principle, the whole population is
entitled to universal health care, regardless of specific groups/minorities. Responsibility for SUS
is shared by the three levels of governmethie Ministry of Health and the state and munitipa
councils, as well as their respective secretariats, which comprise an equal representation of
providers and users. Integration between the different levels of government is carried out through
an intermanagement commission, composed of authorities &aah. All priorities are decided

after submission to the commissions.

38. Social participation in the definition of health policies and in the control of their
implementation is one of the founding principles of the SUS. Participation is a prerequisite for
resources to be transferred from the federal level to state or local governments. Community
participation occurs in health councils, which exist at the three levels of government, have a
deliberative character, and are based on parity of membership (meyhbieesgovernment and

of society, including users and providers of health services).

39. Under SUS, dinctions at the state level involve service coordination, distribution of
financial resources, and decisions related to complex specialized technologicanitidas.
These statéevel functions are still evolving because so far the decentralization process has
predominantly focused on the municipal level. The municipalities are responsible for handling
the delivery of goods and services involved in healtmation, preventive care, health care, and
rehabilitation.

40. To ensure smooth implementation of action under-&ubponent 21SESAPOGs r ol e
and responsibilities encompass: i) assisting the State Secretariat of Planning in the coordination
and supervisioof the activities carried out by SESAP's technical subsectors; ii) coordinating the
planning and financing of health component activities and services; iii) carrying out the fiduciary
procedures under its responsibility; iv) monitoring and evaluation #adthh subcomponent
activities, indicators and outcomes; v) coordinating state policies and activities rel&@ekb to
decentralization; and vi) ensure the time and proper project implementation, maintaining the
political and technical dialogue with partiejing municipalities receiving primary or tertiary
health care incentives or interventionSiven the complexity of establishing health care
networks, the Health Secretariat will finance and maintain a small group -tifrfaliconsultants

to provide techmial assistance to the participating municipalities and supervise the hospitals
implementation.

41. In order to deliver Project activities, the State would work closely with municipal
secretariats of health to ensure that municipalities get adequate suppsirerigthen and
organize the provisions of health services. Technical assistance would be part of the package that
municipalities would receive by state, especially to weak municipalities and institutions.
Additionally the state would work closely and tiomously with state/municipal coordination
committees to minimize the risk of coordination and encourage state cooperation.

42. The SESAP staff has had experience managing Bénkded projects. Project
management and technical capacity exist, but it isalblgiand insufficient at the State level. It

will be necessary to provide training to the teams on the preparation of technical proposals and
implementation activities supported by the project. An extensive technical assistance must be
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provided, especiall to weak municipalities and institutions to improve management and
technical capacity.

43.  Subcomponent 2:2Education (US$ 688 million, of which US$ 619 million IBRD
financing). The objective of thisSubcomponent is to support the Statéegratedregiona
development agendaand the educational performance of students and schools. The
Subcomponent will support quality improvements to a series of activities most of them already
developed by the State under the PARograma de Acdeérticuladag supportedoy MEC.
Special attention will be given to the regions with the lowest educational achievements for which
targeted investments will be made to increase the performance of students and schools in the
most deprived regions. The subcomponent will supportgmaops of activities as follows: (i)
Group 1 activities directlysupporting theStaté segional developmerdtrategy and (i) Group

2- activities for improving the teachidgarning processes that will impact not only the target
areasbut also the edwational achievements of skents and schools in the whol&ate.

44.  The Project supports quality improvements in a series of activities, most of them already
devel oped by the State a-20d4 EdwatieniAdialaterdActiom t he
Plan (Plano de Acbes ArticuladasPAR), a multidimensional, integrated national policy
planning instrumenfor states and municipalities in Brazil that is partially financed by the
National Education Development Fund (FNDE). All the activities supported birtject are
originated from national policies and are part of the National Plan of Education. Education Sub

component activities are |linked to Statebs re
the National Education Policies, e.g. the new MEGgpams:Mais Educacapwhich seeks to
establish the I ntegr al Educati on (fndammgntab m i n

educationi grades 1 to 9)Ensino Médio Inovadorwhich seeks to establish the Integral
Education Pr ogr amryischools §eeondary edticationsgrades 10 donl@)a
Pronate¢ which seeks to improve the vocatiotathnical skills of youth and young adults and
Pronacampo which seeks to improve knowledge and skills of those living and working in the
rural areas.

45.  Improvements in education supported by the Project would benefit over 310,000 students
enrolled in through Rio Grande do Norte's 700 State schools (589 urban and 111 rural)
representing 4@ercentof the total student population enrolled in basic educatioRN. In
addition, specific activities under this subcomponent would provide benefits to vulnerable
groups; namely, family farmers, who would benefit from literacy training and access to
institutional buyers (through thidational Schools Feeding Programgs well as young people

and women in marginal economic areas who would benefit from increased access -to labor
market oriented technical and vocational training programs.

GroupA.Education support to the Statebs regional

46. This group d activities will complement activities already developed througtbo t
national programsPRONACAMPO ProgramaNacional de Educacdo do Campdlational
Program for Educain in the Rural areas) alRRONATEC (ProgramaNacional de Acessao
EnsinoTécnico e Emregoi National Program for Employment and Technical Trainimg)ich
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are important elements in the State education strategy to support regional sustainable
development. This group of activities will include the following:

(a) Construction of rural schools This activity will finance the construction of six schools
with up tosix classrooms in selected communities to meet the needs of the communities.
These schools will be built following the standard established by the PRONACAMPO.
These schools may alsofef vocational training programs and will be equipped with
computer equipment, with the -salled d.and lald and other materials and equipment
necessary to the development of activities in the agriculture field or in other productive
activities. The schds would contribute to the sustainable development of the communities
acting as center of professional training for those engaged in productive activities in the
region.

(b) Linking literacy to productive inclusion. This program will provid literacy opportuities
for 12500 young and adult farmers who live and work in the municipalities that have the
highest illiteracy rates. Literacy is a key factor for developing the productive agricultural
potential of the communities. Priority enrollment in the prograrh vé given for those
engaged in productive activities. Also the program will intend to identify, througGdte
Unico, women beneficiaries of tHgolsaFamilia, who are illiterate and motivate them to
engage in the literacy program. Annually 100 litgratasses will be offered with 25
students per class. The methodology ofphe o gr am wi | | fSaderesoda t h e
Terra Program The project will finance educational coordinators for monitoring and
mentoring the literacy monitors. Following recent ppliSEEC will be responsible for
selecting and paying the literacy teachénsough the FNDE/MEC fund3 he councils and
cooperatives linked to family farming should be involved in the implementation strategy of
the literacy program.

(c) Linking technical-vocational education to productive inclusion The Secretariat of
Education together with the other agencies developing productive activities will define the
centers and the type of programs to be delivered under the regional sustainable
development agenda. §E is working on a plan to offer professional education in the state
foll owing MECOG s gui del iISBECswil pnowide the vamonsc i a |
PRONATEC modalities such as (i) FIC courses (initial and continuing training); and (ii),
integrated high swol program (program that offers general and vocational education). The
training courses will be offered according to demands of the regional development poles.
Partnerships with Federal Institutes Technological System aniBtBgstent should be
organzed accordingly as established by PRONATEC.

(d) Linking National School Meal Program (PNAE) with small farmers, school principals,
DIREDs, Municipal Councils in the perspective of compliance with the Law No.
11.947/2009, which establish the purchase of ptsdtrom family farms for the school
meal program. According to MEC, schools should spend, at legstr8@ntof the funds
from the school meal program in purchase of products from the family agricultural
program. However, the products should be legatigredited. This activity intends to

% Brazilian Agency for Micreand SmalBusiness $EBRAE),National Service for Rural Apprenticeship
(SENAR),Industrial Federation of Rio Grande do Nofi¢ERN)
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disseminate to school principals the requirements of MEC but also to support the producers
of the agriculture family program to obtain the accreditation of their products to be eligible
to sell them to schools. This adty will be jointly developed by SEECthrough the
DIRED and DRAE with support of SAPE / EMATER and SETHAS. The SEEC will be
responsible for providing information to the school principals for compdézof the Law

No. 11.947/2009SETHAS andSAPE / EMATER, will be responsible for working with
family farmers, unions, councils and municipalities in obtaining certification of the
products of the family agricultural program, which will enable the purchase of products by
schools.

GroupB: Strengthening the edation system to improve teachinig@arning processes in Basic
education

(a) Developmentof curricular guidelines for public schools This activity will : (i) review
and update the curriculum guidelines for each level and type of education ( fundamental
eduationigrades 1 to 9, secondary educafigmade 10 to 12 and adult education) ; (ii)
develop materials to support the implementation of the new guidelines, (ii) training of
teachers for applying the new curriculum. The Secretariat of Education (SEEQ}sexpe
that the municipal school will adopt the same curriculum used by thergtathools.
Teachers from the municipalities that adopt the new curricula guidelines will be trained by
SEEC under the regime of stateinicipality collaboration. The curricutu guidelines are
currently under preparation andeaexpected to be completed 2013. During the
implementing of the new curriculum the SEEC will use the Education Observatory as a
tool for supporting teachers™ continuous education and training.

(b) Development of Education Innovation Programi This activity seeks to increase school
efficiency and accountability by giving the school community matgonomy and
responsibility in managing their schools and selecting better interventions to solve their
major pedaggical issues. In addition, it seeks to make schools more inclusive and
culturally relevant to their students, by giving them the autonomy to diagnose their own
situation and address deficiencies. It is necessary to involve all teachers and school
principds and the school community represented by the school council to align strategic
actions towards achieving better learning outcomes for studdrgsEducation Innovation
Program will include the implementation of School PDEs (School Development Plans) for
strengthening public school managnt in state run schools. Th&rogram intends to
ensure that basic education (fundamental and secondary schools run by the State have the
necessary funds to develop innovative pedagogical activities proposed in thé schoo
development plansP{anos de Desenvolvimento das EscolB®Es). The PDE uses a
strategic planning tool to support the school in the identification of key challenges and
corresponding actions to improve school performance (as defined in the PDE opekration
manual). SEEC will prepare the operational manual for the program defining the steps of
preparation of the PDESs, the criteria for transferring the funds and the monitoring system to
support PDEs® i mplementation and results.

(c) Improving Monitoring and Eval uation of Basic Education To monitor and evaluate the
guality of basic education, the SEEC / RN intends to establish and implement the State
Basic Education Evaluation System (SAB), including the evaluation of technieal
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vocational education programsollwing several states in the NE Region and in other
parts of the country, the evaluation systel
for supporting improvements in policies and programs. In addition , to monitor the daily
performance of studentand school activities, SEEC already developed aitoramy

system called SIGEDUCE(@ucation Management System) and intends to complement

this instrument with the establislermt of the Observatory of thetulents of Basic

Education - Observatorio daVida do Estudante da Educac®&8asicai OVEEB. This

observatory will be developed following the model adopted by the UFR&N Grande do

Norte Federal University (www.comperve.ufrn.br).

(d) Ensuring Minimum Operational Standards at Schools Improving the qudaly of
education also requires that schools provide a minimum of quality of their infrastructure,
human resources, equipment and furniture according to the level of education offered by
them. It is estimated that about p@rcentof school infrastructureni RN is inadequate,
with some schools operating in rented buildings and most without adequate furnishing and
equipment. Data for 2011 show that @&centof the public schools in RN have sanitary
facilities only outsideschool building(s), less than 9 penthave a science ommputer
laboratory, and only 37 percehtwve libraries. With the support of this project SEEC
intends to guarantee the minimum operational standards to albpetaed schools, with
priority to those offering secondary educatioThe model of minimum operational
standards consists of a predetermined set of essential inputs such as library books and
studentsd materials, school furniture such
facilities, ensuring access to disabled stigle and sanitary facilities. It also should
determine the human resources needed to the adequate implementation of the educational
activities. SEEC will establish an incentive program for school to maintain the investments
made by the government and comg to improve their faciliies and equipment in
subsequent years. A manual will define the minimum operational standards of schools
according to the level and type of education offered by the schdadler this
subcomponent the project will also suppbe construction, refurbishing and equipment of
selected urban schools.

(e) Improving coordination between State and Municipal education SystemsThe
education sector in Rio Grande do Norte suffers from inadequate coordination between the
State and the Munipalities. Despite the requirements of the National Education Law in
1996 (Lei deDiretrizes e Bases da Education NatioraLDB), which specifies roles and
responsibilities in the deliverof education for each levef governmentThe distribution
of edwcation functions and responsibilities among-sakional levels of government is still
quite variable across the different systems in most of Brazil. In the case of RN, grades 1
through 5 are largely provided by the Municipal network, while grades 6 thrb2gre
provided by the State network. But significant overlap between the two systems still
remains. The lack of coordination and clear division of responsibilities between SEDUC
and the Municipal Secretariats of Education makes the administration ohteau
unnecessarily inefficient in responding to the system's demands and challenges.
Considering also that the fragility of the municipalities have a direct impact on educational
performance across the state measured by the national evaluation systénasca
following the LDB by which SEEC should provide technical support to municipalities

50



improve their education results, the Government will establish better mechanisms for
providing technial assistance to municipalities

47.  Thus, Subcomponent2.2 will finance: (i) training of trainers, teachers and school
councils, (ii) scholarships for teachers attending the training, (iii) operating costs for training ,
including for teachers of the municipal schools; (iv ) design and publishing of curricula guideline
and pedagogical materials, (v) consultancy services for various activities in the subeontnpon
(vi) design, preparation and publishing of the Manual of the PDE, (vii) ) resources for financing
the innowative activities through theDEs (school subprojext (viii) construction of secondary

and ruraland urbarschools, including (a) the preparation of the respective executive projects (b)
repair of schools; (c) equipment and furniture to all schools constructed or rehabilitated; (ix)
organization of th@rogram of vocational courses according to the nature of the target population
and productive chains, and didactic materials for technicahtional courses; (ublishing

of school operation standards Manual; (xi) monitoring of the literacy progiaetuding
payment of pedagogical coordinatofsii) booklets guidelines on PNAEnd (xiii) workshops

to disseminate the rules of purchase from family agricultural program.

48.  Subcomponent 2.3Public Security (US$ 16.3 million of which US$ 14.6 million

IBRD financing). This subcomponent seeks to improve public security services in RN by
providing support to (i) strengthen integrated management processes witl8edtstaria de
Seguranca e da Defesa Sod@ESED), (ii) improve public security informaticsystems, and

(i) strengthen specific programs focused on violence prevention and education, as well as
support to victims. Activities to be supported under this component include:

(a) Improving SESED management systerrszestment in technologies to etigthen public
security management by SESED. This activity comprises (i) the introduction of IT tools
and resources to improve SESED management systems; (ii) improved service to citizens
through the establishment of an electronic bulletin to report sgdandidents; and (iii)
improved qualityand integrity of official (civil registry and criminal justice) records and
document serviceghrough investment in technology for thedigitalization at the
TechnicalScientific Institute (ITEPyesponsible for isgng these documents and providing
forensics services

(b) Improving public security information systermsSupport to strengthen the Integrated
Center for Public Security Operations (CIOSP), which has well designed internal
mechanisms to control the infornm@at obtained; and to improve the state capacity to
collect and analyze crime related data. Specifically, this activity includes (i) investments in
technologies (computers, software) to improve response to citizens through the emergency
cali n s vyst;eamd (i dquiditton of videgurveillance monitoring equipment to
i mprove citizens6 security, particularly or
RN to comply with the federal governments?©o
World Cup have a strong integrated information center with a broad coverage of video
surveillance monitoring.

(c) Strengthening RNt&e violence prevention effortsSupport two programs that fo€ on
education to prevent druglated violence and on the protectiofwomen, the elderly and
minorities (including LBGT)victims of violence. Specifically, the activity includes: (i)
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investments to support the drug preventalucation progranfPROERD which has had
significant impacts in RN due to its strong struetand positive leadership. Thedpect

would finance the purchase of teaching materials and equipment that would strengthen the
program and allow for its x@ansion to other areas in theate; (ii) investments to
strengthen the Coordination for the Defersdfethe Rights of Women and Minorities
(CODIMM) through the acquisition of equipment and hiring of a consultancy to design a
communications strategy for the program.

49. Investments under this S«omponent will benefit the population generally, by
supporting RBblic Security management in the State to improve its capacity to respond to
criminal incidents, citizen security monitoring and the registration and filing of official civil and
criminal records and documents. The project will also benefit particulapgnmost at risk of
suffering negative effects of increasing violence and insecurity, such as youth and minorities.
Specific activities to be implemented (i.e. support to Program for the Resistance Against Drugs,
PROERD and the Coordination for the Defertfethe Rights of Women and Minorities,
CODIMM) will benefit children and youth at school and women, elderly and gays, lesbians and
transsexuals that are victims of violence.

50. Component 3 Public Sector Management(US$ 65.5 million, of which US$ 58.9

million IBRD financing) would provide support fot he moder ni zatpubdiono of t
sector management in strategic sectors in order to strengthen the efficiency and effectiveness of
central budget, finance and planning processes and management, asmsdirase delivery in

health, education and public security sectaree Government of RGN has shown strong
commitment to improvements in public sector management areas and has committed to
delivering results before the State Government elections in Bis4dcomponent will require

careful sequencing, alignment, and coordination of actions by central and line secretariats to
achieve results through measures grouped around the four subcomponents as follows:

51. Subcomponent 3. Integrated and Result®riented Planning, Budgeting and Finance
Management(US$26.2 million, of which US$ 23.6 million IBRD financing) Strengthening

planning capacity, monitoring, evaluation and policy making will also be supported under this
subcomponent. The new administration h&saaly initiated efforts to revamp its planning
capacity and use the muitie ar pl an (PPA) as a tool for expr
as per the available fiscal space. These efforts have made clear that some sectors will need
additional helpin clarifying their key goals and strategies, as well as defining intermediate and
results indicators. Activities to strengthen the budgeting procedures and to allow for strategic
allocation of resources to policy priorities will also be supported. Asviinder this sub
component include:

(@) Assistance with the preparation and implementation of the necessary
organizational, procedural and human resource reforms needed to develop a focus on
results linked to priorities derived from strategic godlee mplementation phase,

which would follow a detailed diagnostic process, might include the establishment of
institutions such as situation rooms and a project office to monitor the management of
strategic programs and projects, and organizational changasmpraements in the
Stateds financi al system (SIAF), to ensu
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available in an accessible format. In the implementation phase assistance would include
(where necessary)technical assistance to design the softwareirfgpiementing the
budgetary and financial control management, and the contracts and commitment
controls, comprising managerial information and strengthening of SIAP (SEPLAN);
technical assistance for the development and implementation of the procedures
auditing.

(b) The provision of support to SEPLAN for: (i) the development of the project
management, monitoring and evaluation system and mechanisms, and (i) the
development of a monitoring and information system and mechanisms for the social
protection program The State is also examining the opportunities to use Balanced
Score Card tools to enhance performance measurement and increase accountability for
results.

52.  These activities will be implemented in two phases. The first phase, of approximately one
year and a half, will include the diagnosis of the current situation and the conceptual design of
the of possible organizational and institutional models for both activities, while the second phase,
commencing in about 2015 will comprise the final agreementdrdavelopment of the models,

and any required supporting systems.

53. Subcomponent 2: Modernization of State Institutions and Administrative Systems
(US$ 17.1 million, of which US$ 15.4 million IDRD financing)would support functional
reviews of Statanstitutions in order to identify the key roles of its agencies and promote
alternative service delivery mod&&odernization efforts will focus on updating administrative
structures, procedures and processes, with the aim of increase efficiency andraligitm#he

new integrated resuHsasedmanagement systemstroduced under Subcomponentl 2with
special focus in SESED, SESAP &éHEC including sectoral investment addressed to improve
management. The State is also interested in a review of thandladministrative structure of
government entities which can inspire a rationalization of the current structure of the same
Government. Activities under this subcomponent will include:

(a) Identification and revision of macqrocesses and processes of Seeretariats of
Education, Health and Public Security and Social Defense, with the objective of
maximizing administrative effectiveness, activity leaded by SEPLAN in cooperation
with the three mentioned sectoral Secretariat to guarantee thecrmoheof tle
model This activity which would be initiated as soon as possitdemprises (i)
technical assistance to identify and revise the mentioned processesaane
processes

(o) Di agnosi s for the Stateds Governmtgwomt on
of competences of all the State Secretariats, to identify possibfandigonalities
proposingcorrective measuresThis activity comprises (i) technical assistance to
elaborde the mentioned diagnosishis diagnosis will be made during the
Goven ment 6s current term so that it can
period of Government.
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(c) A package of sectoral investments coordinated for logistic reasons by SEPLAN to
improve infrastructure and managerheof diverse SecretariatsThis activity
comprises (i) Technical assistance for the design and implementation of the
mana@ment system of SEEC/DIREDNii) Technical assistance for the situational
diagnosis, study on logistics (procurement, storage, distribution of medicines,
sanitary transportati and for the development and implementation of an integrated
management system of public healtifhospital costs, PRONTUARIO
ELETRONICO, governanceand outsourcing) (iii) technical assistance for the
[project of the new physitastructure of SEEC (iv) purchase of furniture and
equipment &r SEEC and DIRED(v) purchase of furniture and @gment for
SESAR and (vi) purchase of technological equipment for siteation roomof
SESAP and equipment or the rega units of Health

54.  Subcomponent 3: Efficient Human Resourcesand Asset Managemen{US$ 22.1

million, of which US $19.9 million IBRD financing) A more effective and efficient public
administration would require strengthening th
on attracting andetaining professional personnel, in particular in the cesftgovernment
institutions. The State also needs to establish an integrated assets management (including
planning purchases, register, management, maintenance, and defense) to optimize tite use of
patrimony according to an advanced model more complex that the traditional simple register and
assets accounting.i nal |y, the State administrationés 1in
system (INFOVIA) shall also be optimized, in order to imgr@onnectivity and information

flow between all administrative unitg\ctivities under this subcomponent will include:

(&) Improvement of HR management through the implementation of management and
payroll auditing modules, planning of HR resources andydesi a resutoriented
model (including a gender and minorities approach) and its implementation through
a contractual systemWhile the preparation of an auditing model for the payroll
should be done before as soon as possible, its implementation aoldrthing of
HR resources should be done at the beginning of the next term of Govermhent.
design and implementation of a resoiltented management will be the last step in
the field of HR managementhis a activity comprises (i) technical assistatze
design and implement in all the central and sectoral units HR management and
payrol auditing modules(ii) technical assistance to identify and evaluate careers,
positions and salaries within the State, propose adjustments, defining a HR
Management Paly, comprising the resulblased management contracts model,
results assessments anefaamulation of the legal framewkron these issuesnd
(i) technical assistance to implement the resuknted managerant contracts
model

(b) Implementation of théentegrated assets management system, including the redister o
all the assef8. This activity comprises (i) technical assistance for the design and
implementation of an integrated management tool to control purchases, fleet, assets,
costs, phones, angerishable goods(ii) technical assistance to revise the legal
framework of the Statebds public manageme

®¥This activity will be initiated before the stateo6s el
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account the ew management togland (iii) identification and register in an assets
management tool allthe Stabs assets (real state and m
of responsibilities

(co Moderni zation of the Statebs Archive for
digitalizatior?*. This subcomponent also comprises all the training activities needed
for the implementation of its activities. This activity comprises (i) technical
assistance for the implementation of a pubtual process, comprising digital
certification and organi zati on of t he
infrastructure for the viualization of the pilopr oces s, moderni zing
Public Archive (ICT equipment); and (iii) purchase of equipment (archives, furniture
and other support equipment) for the St af

55.  Component 3 Public Sector Management reforms webydarticularly benefit users of
health, education and public security servicéspugh: (i) improvement in public sector
management leading tooreefficient and effective delivery of public services; and (ii) increased
availability of public resourcesfor social policies and investmentss a result of reduction in
human resources expenditures.

31 This activity will be the last of this subcomponent, after the modernization of the other systems.
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Annex 3: Implementation Arrangements

BRAZIL: Rio Grande do Norte Regional Development and Governance Project
Project Institutional and Implementation Arrange ments

1. The proposedPF is a multisector Project, which would be jointly implemented by nine
State Secretariats/Departments drawing largely on existing Government capacities and systems
The State Secretariat of Planning and Finahc&EPLAN, through a dgcated Project
Management Unit (PMU), will be responsible for the overall management, coordination,
planning, and monitoring and evaluation of all Project activities both at central and regional
levels Sectoral State Secretariats will be responsible parational execution of the different
Project Components and S@@mponents (see Table 1).

Table 1: Implementation Arrangements

Overall Implementing
Component/Subcomponent| Coordination Secretariats and Executors/recipients
Departments
Component 1. Sustmable Regional Development and Productive Inclusion
Subcomponent 1.1.Strategic SAPE, SETHAS, SEDEC
Investments and Local
. SETUR, DER
Governance Strengthening
Subcomponent 1.2 Productiy SEPLAN Municipalities
and SocieEnvironmental Producer Organizations (POs)
Subprojects SAPE, SETHAS Social Organizations (SOs)
Network of SOs (NSOs)
Component 2. Improving Public Services
Subcomponent 2.1. Health SESAP Municipalities and Health
Service Providers
Subcomponent 2.2. Educati¢ SEPLAN SEEC Municipalities
Subco_mponent 2.3.Public SESED
Security
Component 3. Public Sector Management
Subcomponent 3.1. Integratg SEPLAN
and resultsoriented planning,
budget and finance
management
Subcomponent 3.2. SEPLAN
Modernization of State SEPLAN
institutions and
administative systems
Subcomponent 3.3. Efficient SEARH
Human Resources and Asse
Management
2. A Project Steering Committee chaired by the Secretary of Planning and Finance, and

composed by representatives from key secretariats and organizationgfireed dn the
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Operational Manual, responsible for providing general oversight and guidance on the strategic
and multisectoral aspects of the Project. (See Figure 1). The other Secretariats and Departments
involved in Project Implementation would be suppdrby their respectivelnidade Executora

Setorial (UES). The UES will assist the Secretariats and Departments in the execution of
technical, administrative, financial and procurement procedures. State employees and consultants
working within the PMU and U&s are receiving financial incentives (salary-tqys) made
possible through the amendment of on the basis of Decree 23308 of 22 March 2013.

Figure 1: Project Institutional Arrangements

PROJECT GENERAL |

COORDINATION Exercises overall coordmatnqn and chairs the Project Steering
. Committee (PSC).
(Planning Secretary)
Strategic Level
FROJECT Decides on policies and operating guidelines of
SIEERIE "RN Sustentavel”,
COMMITTEE (PSC)
Management PROJECT Coordinates Project implementation, including its disclosure and
Frevil MANAGEMENT resources allocation for investment projects requests, being
UNIT (PMU) subordinated and reporting directly to Planning Secretary.
SECTORAL Technical and operational execution of actions and activities of their
IMPLEMENTATION competence as defined in project planning. They are linked and
UNITS (SIU) subordinated to direction of co-executors entities of "RN Sustentavel".

Supervises activities developed and systematically monitors

Onperational Level L SUPERVISION its implementation, attests technically the physical execution
P of investments, partial and final, and guides PMU/SIU in

release of funds.

REGIONAL

Supports Project mobilization, monitoring, supervision
EMATER

and oversight actions in territories.

TERRITORIAL Represents PMU/SIU at regional and territorial level;
— ARTICULATOR promotes inter-regional and territorial integration aiming
to integrate development policies.

Discusses the importance of investments, monitors
STATE p

COUNCILS investment 1mp1eme;ntat10nand contributes to Project
Participation and Social ransparency.
Control Level Spe g s oo
Verifies eligibility of beneficiaries, discusses the
| MUNICIPAL importance of investments, monitors investment
COUNCILS £ ’

implementation and contributes to Project transparency.

BENEFICIARIES Directly responsible for execution and implementation of investments.
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3. As it has been during Project preparation, SEPLAN will be the8ank mai n i nt er |
during Project implementation and responsible
disbursements and accounting, as well as for implementing social and environmental safeguards
instruments and for disseminating project hessthrough a proactive communication strategy. As

the formal Project coordinator, it will compile all Projeetated information furnished by the

other implementing agencies and be responsible for all reporting requirements under World Bank
policies anddescribed in the Loan Agreement. In addition, SEPLAN will ensure that counterpart
resources are foreseen in Bate budget.

4. A Project Operation Manual was prepared to clarify the implementation and funds flow
arrangements that inform the dayday imgementation of the Project. The Project Operational
Manual contais detailed procedures and guidelines for disbursements, payments, approvals,
commitments and payments, accounting, and IFRs and it will be prepared by SEPLAN and
super vi sed b yeant Ihvell alBoantlkdé a spdeifit manual on the-grdjects to be
financed by the Project (e.g. type of gubjects, eligibility, process, etc.).

Financial Management, Disbursement and Procurement
Financial Management Assessment Conclusion

5. According to the Risk Assessment Matrix presenting the potential project FM risks, the
residual overall FM risk associated with the Project is rateSudstantial. The funds flow,
disbursements, monitoring, auditing and supervision arrangements have been desigwey

t o respond to the p r eageacy tarbangementsp | Tdenmajor asksi o0 n
identified are that (a) staff at the 9 participating entities may be unfamiliar with Bank processes,
resulting in the need for increased init@stitutional cardination, (b) the funds flow mechanism

may be complex as a result of the need to transfer funds to a wide area geographically; (c) the
internal controls may not be sufficient to address the needs of the new operation, thus requiring
their review and séngthening; (d) th&istema Integrado de Administracdo FinancgiPdano
Internoi P 1) may not be sufficientland (ejtreiPloject ed t o
Monitoring and Reporting System (PMRSistema de Monitoramento e de Informacgell)

may not be sufficiently customized to record the transactions of the operation.

6. Specific mitigating measures are as follows: (a) the prdpest prepareda Project
Operational Manual (POM) that contaidetailed procedures and guidelines and a definition of
the roles and responsibilities of FM staff in PMU and riivee implementing entities(b) the
World Bank FM Specialist will provide support and training to tiree implementing entities,

(c) the projectwill adopt the same internal control procedure ubgdhe state,which includes

the prior review of expenses by tlmntroladoria Geral do Estade CONTROL for all state
expenditures and their post review by the PM
instruction in order tostreamline this procedar(d) the PMU will streamline and simplify
payment procedures; (e) the PMU team will establish a strict control of transfer of financial
resources andupporting expenditure doments prestacoes de contasor Marketorientated
Productive Suprojects, Sodo-Economic,Social and Environmental Syiyojects and School
Subprojectsand ensure thsubprojectbeneficiaries maintain investments satisfactorily; and (f)
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the Bank will conduct regular FM site supervision missions to review the continuing adequacy of
the FM arrangements.

Institutional Arrangements, Executing Agency and Staffing

7. The Project general oversight and coordination responsibilities will be carried out by the
SEPLAN. No separate project implementation unit is contemplated in any of the iemplegn
agencies to the extent possible, it is expected that the activities will be implemented using
existing Government capacity, staff and syste®PLAN would be supported by avi@,

which would be in charge of carrying out fiduciary and administratigks associated to the

Pr o] ienplamémngation. The U will manage the project financial resources, coordinate the
execution of activities, perform monitoring and evaluation and assist the Secretariats in the
execution of technical, administratimedfinancial procedures.

8. The other Secretariesnd involved in the program would be supported by thewn
respective UES. The UES is an internal control unit created within each Secretariat and will
assist the Secretariats in the execution of technicatjrastrative, financial and procurement
proceduresin effect, most Project tasks will be developed by the regular staff and units of the
line in all involved sectors and are&oject implementation will be completed by 9 government
secretariats anagerties (outlined above) antde MU will have the responsibility to coordinate

most operational activities, and prepare and/or coordinate fiduciary and technical reports to the
Bank.

0. The Projectwi | | be i mplemented usi ng menhsystemt at e 0 s
Both coordination of the program and the financial management is managed jointly by the
SEPLAN. The design of this program is such that the-tdaday financial management
operations, including budget execution and transaction processindpeviindertaken by the

regular staff and units of the line in all involved sectors and areas.

10.  The primary fiduciary responsibilities for the Project would be carried out by PMU, and
these include: (i) preparing of Project FM arrangements; (ii) submiisimirsement requests

and documentation of expenditures to the Bank; (iii) preparing and submitting Project financial
reports (IFRs) to the Bank; (iv) preparing and providing all financial documentation and Project
reports requested by external auditord &ank staff; and (v) preparing, updating and ensuring
that all Participating Entities are in compliance with the POWMe POM will contain a
documentation of the financial management procedures and guidelines that will be followed
during Project implemeation. These procedures and guidelines will be in respect of
disbursements, approvals, commitments and payments, accounting and the preparation of
financial reports (including IFRs). Was prepared by the PMU and submitted to the Bank for
review prior toNegotiations.

11. The SEPLANOGs professional staff is consi de

involved in the program have an adequate financial management staff number and also previous
experience in the use of the Public State Financial Manage®ysteni SIAF procedures.
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Flow of Funds and Disbursement Arrangements

12.  The disbursements of project funds will be processed in accordance with normal Bank
procedures, and as stipulated in loan agreearehidisbursement letteBuch funds will beised

for eligible expenditures incurred or to be incurred under the Project. During project
implementation, the following disbursement methods will be available for use: reimbursements,
advances, and direct payments. Disbursements will be made primarily oastes@badvances.
PMU will request such advances to be made in BRL. In this caskp#rdunds will flow from

the World Bank to a segregafédesignated Account. It will be denominated in BRL and
maintained at thédanco do Brasjlin Natali RN in name 6the SEPLAN, identifying th
Project. The Designatedccount will have a Fixed Ceiling &RL 120,000,000.

13. Counterpart funds will be disbursed direct

contractors, service providers and beneficiaries acaprdirthe schedule of the POA (Annual
Budget Plan). Project funds will be made available and released through SIAF SAftem.
PMU approval, the SEPLAN will make payments to providers of goods, services, training and
works incurred by the PMU and-@xecuors using the State SIAF system.

14.  Overall, he Bank will finance90 percentof all Project activitiesand the remaining.0
percentwill be financed with Counterpart funds directly from the Single Treasury account.
Retroactive financing will be availablerf this Project up tothe amount of US$72 million (20
percentof loan) for payments made prior to the signing of the Egreemenbn or after March
7,2012, but in no case more than one year prior to the date of the signing of the loan agreement

15. The da@umentation of the uses of advances and reimbursement requests will be through

St atement of Expenditures (SOEO6s) and/ or Summ

will be documented by Records. The PMU will be responsible for preparing and sending
withdrawal applications to the BanKhe Project will also have a four month Grace Period to
document expenditures incurred prior to the Closing Date. Project expenditures will be reported
on after they are approved by PMU and fully documented, ensurihththéban proceeds were
exclusively used for eligible expenditures. The frequency of presentation of documentation on
eligible expenditures paid out from the Designated Account is atdeasterly. TheMinimum
Application Size will be US$ 10,000,000 é@eplent.

16. In addition, forthe Marketoriented Produdte Sulprojects,SocicEconomic,Social and
Environmental Sulprojects and School Syirojects a selection committee will be established
that will assess and approve the subprageguestsThe implenentation details of those requests

will be described in the Operational Manual and the evaluations will be based on a policy of
approval that shall include:

(a) The eligibility criteria of participants;

(b) The limit of grant/funding and terms and conditions payments
(c) Definitions and obligation@ncluding financial management)
(d) Schedule of results reportir{§nancial and progress)

¥The Designated Account will form part of the Stateos
be maintained for the Designated Accoura®k f unds only), and for this reason

6C
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(e) Basic conditions for acquisitions, and
() Accountability.

17. The disbursemenmechanism for suproject will operateas following: After the
conclusion of a suproject agreementhe PMU will advance the funds in installments to the
subprojectbeneficiaries based on limits to be established in the Operational Manual depending
on the type of the suproject and would be deposited irttte beneficiary's bank account. The
beneficiary's would submit the documentation on the expenditures and based on documentation
of the first installment received and as they present the documentation they would receive the
second and so oRayments wilthus be made on a lurgum basisThe Project Monitoring and
Reporting System (PMRSpistema de Monitoramento e de Informac@d®Ml) should be
capable to monitor individually, by beneficiary, the funds advanced, its purpose and status of
project implement#on. All sub-project activities would atsneed to be completed prior to the
Closing Date.With the funding made on a lurrgum basis as described in the paragraphs above,
the Bank accounts for the eligible expenditures (i.e. records that the eligildadéxpes are
documented) when the luagum is paid, so long as there are mechanisms in place by the PMU,
with oversight by the Bank, that the spiojects are being implemented as intend&te SMI,

will be used for this purpose by the PMU.

18. Before paynents are made in respecttbé nonsubprojeciactivities financed under the
loan, the PMU will undertake the verification of the expenditures incurred by itself and
Participating Entities. All such expenditures will be documented in withdrawal request
transmitted to the World Bank office in Brasilia.

19. The following diagram illustrates the flow of funds arrangements for the project.

[ THE WORLD BANK PMU
A A
Flow F I;I =
: 0
r,(/n’ ‘\ ........... Vg o
% State _ Flow ¢
I_ Treasury Des|gnate( (--"-."-u-- -B- -------------- I
:(Z> Account Account :
UES
K / $ :
Fl Elow tFlow Elow
0 $ o A
\ A : :
l SUPPLIERS AND CONTRACTORS ]
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Key

— > - Flows involving the movement of funds

=~ - Flows involving documentation or supply ofagts and services

Flow A - Suppliers provide goods and services, and related invoiqgesstacoes de
contas

Flow B - Sector agencies submit payment requests to SEPLAN

Flow C - Sectoragencies submit support documentation to PMU.

Flow D - SEPLAN provides bank statements to PMU

Flow E - PMU submits IFRs and Requests for disbursement to the World Bank
Flow F - Disbursements of funds from the World Bank to the designated account
Flow G - Payments for countergdinanced activities

Flow H - Payments to suppliers for Bank financed activities

Note

11 TheDesi gnated Account is part of the St
SEPLAN.

20. The PMU will be responsible for the reconciliation el accounts. Such reconciliation
will be prepared monthly and should be available within 15 days after the end of the month.

Allocation of Loan Proceeds

Category

Amount of the Loan
Allocated
(expressed in USD

Percentage of Expenditures
to be financed

(1) Goods, works, Nottonsulting
Services,andc onsul t ant s

Up to 100% of the amount
disbursed under a Matching

required for Subprojects 91,076000 Grant.
(2)Goods, wor ks, C (
services, nostonsulting
services, Operating Ctss 268,021,000 100%
and Training
(3) Frontend Fee Amount payable pursuant tg
Section 2.03 of the Loan
900,000 Agreement in accordance
with Section 2.07 (b) of the
General Conditions
(4) Interest Rate Cap or Interdzate -0- Amount due pursuant to
Collar premium Section 2.07(c) of the Loan
Agreement
TOTAL AMOUNT 360,000,000

Accounting Policies and Procedures, FM system, and Internal controls

21. The Projectds budgeting and accounting
system ad therefore all transactions and accounting records will be maintained using the State

arr
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accounting system (SIAF), following accounting procedures stipulated in the prevailind ¢iaw (
n.°4.320/64). All payments will be made after compliance with existeguirements for
commitment émpenhp and verification ljguidagédg. Planned transactions will be documented
in a Work Plan Programa de Trabalhpthat will be recorded in the SIAF. Once incurred, all
Project costs will be recorded using the State Chakcobunts which will be cuemized for the
Project usinghe state chart of accountl@no Interng.

22 The Projectds accounts wild/l be maintained
used for the preparation of the financial reports and statem@&n¢s.IFRs will reflect the
projectds transactions in Brazilian Reais (RS

accumul ated for the year and for the Projecto
days after the closing of each quarte

Reporting and Monitoring

23. The PMU will prepare the financial statements for the project using information provided
by the SIAF. In doing this, the PMU will develop a chart of accothras will properly reflect
the sources and uses of funds in accoogawith the loan agreementhe following quarterly
IFRs will be prepared for management purposes and submitted to the Bank :
1) IFR 17 Source and application of funds by cost category, cumulative (ptojelette,
yearto-date),
2) IFR 21 Uses of Funds byrpject components, cumulative (projtctdate, yeato-date)
and for the period, showing budgeted amounts versus actual expenditures, (i.e.,
documented expenditures), including a variance analysis,
3) IFR3iDi sbur sements r ec on centCormméciioo site (attached t he B
with latest Bank Statement),
4) IFR 471 Disbursement Forecast (prepared in dollars (US$));
5) Contract above Thresholds (attached with copy of the invoices); and
6) Notes to the Financial Statements (only for the lastiyead quéterly IFR).

24. The counterpart fund contribution for the Project will be specified in the Project
Document and the Project Operational Manual a
the IFRs vas agreedduring negotiationdbetween the Borrower arite Bank.The POM will

contain detailed procedures and guidelines for disbursements, payments, approvals,
commitments and payments, accounting, and IFRs and it will be prepared by the PMU.

External Audit

25, The Projectodos financiian &ad@adredneemde wiitlh tble
policy and guideline&. The audit report should be delivered to the Bank within six months after

end of each calendar year, as stated in the B
2003) and the Loan Agreemerithe audit will be conducted in accordance with Terms of
Reference (ToR) prepared by the PMU and judged acceptable to the Bank. The latter will
provide its no objection to these TOR, within two months after signing of the loan and it will be

3 |ssued by the FMSB on June 30, 2003 and in accordance with International Standards on Auditing (ISAs) issued
by the International Federation of Accountants (IFAC)
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attached asmannex to the POM. The scope of the audit report will include a full review of the
fourth IFR (for each calendar year), and of t
include an opinion on the Project financial statements and a managettenonethe internal

control structure. The auditors should have access to all supporting records and be able to make
and onsite examination, including splojects.

26 The R ojectds auditors winklosberseéeec@amdnt o n
compe ence. The TCE/ RN is the statebs supreme al
all state expenditures, including those that will be financed under the project. The TCE/RN has
preliminary expressed their interest in conducting the audit, dhtbwnally communicate their

final decision to the PMU. The Bank will review the capacity of the institution to carry out the

audit, concluding this within 6 months after Negotiations. In case the capacity of the institution is
deemed insufficient, the PMMwill contract auditors the Bank procedures.

27.  All supporting records will be maintained at the PMU for at least (i) two years after the
Closing Date; or (ii) one year after the World Bank has received the audited Financial Statements
covering the period wWing which the last withdrawal from the Loan Account was made,
whichever is later

Financial management supervision during implementation

28.  Financial management supervision will take place at least twice a year and will include,
among others, (i) areviewf t he | FRs; (1i) a reviewofof the
issues raised by auditors in the management letter, as appropriate; (iii) a follow up on any
financial reporting and disbursement issues; and (v) an update of the financial management
rating in the Implementation Status and Results Report (ISR); and(iv) a discussion with project
management on other related matters.

Action Plan

Activity Responsible Date

Budgeting will be improved through budget preparatio PMU Completed prior to
from each of the beneficiageidentifying the sources of| negotiations

funds and the project components and disbursement
categories, using common chart of accounts, specific
the Project. The budget will be based on the Annual
Operational Plan and procurement plan, showing the
project estimatg expenses on a quarterly basis.

Completion of thd?OM. Submission of draft Manual tg PMU Completed prior to
the Bank for review negotiations
Completion of sukproject subsidiary agreement PMU Completed por to
(Convénio¥ negotiations
Customization of the Chart of accounts in SiAfafo PMU Completed prior to
Interno- PI) negotiations
Completion of the preparation of the IFR format PMU/ World Bank | Completed prior to

negotiations

Prepare and approve the Term$&Reference for the audii PMU/ World Bank | Completed prior to
of the project negotiations
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Procurement
General

29.  Procurement for the proposed project would be carried out in accordance with the World
Bankdés AGuidelines: Pr ocur eendeintts ou nddaetre di BJRaDn uLaor
AGui del i nes: Selection and Empl oyment of Con
January 2011, and the provisions stipulated in the Legal Agreement. The general description of
various items under different expenditure gaty is described below. For each contract, the
different procurement methods or consultant selection methods, estimated costs, prie; review

and time frame are agreed between the Borrower and the Bank project team in the Procurement
Plan. The Procureme Plan will be updated at least annually or as required to reflect the actual
project implementation needs and improvements in institutional capacity.

30. Procurement of Works: Under Swbmponent 1.2, works would be procured by
producer sd o0 s)dodowingzcamhmuioity gartiojp&i@n practices (par. 3.13 of the
Guidelines, and detailed below) and would include only small works to expand or adapt
production facilities, as required to implement the respective business plans. Works would also
be procued by social organizations (SOs) or network of social organizations (NSOSs)
implementing subprojects under Scabmponent 1.2, following Community Participation in
Procurement, whose procedures are outlined in the Project Operational Manual, and would
include smaliscale infrastructure investments in water supply and sanitation, environmental
revitalization and conservation, and sorting of recyclables. Forc8uiponents 2.1 and 2.2,
larger works such as road paving and rehabilitation and hospital and sohstiuction would

be procured following International Competiti
Competitive Bidding procedures (using SDBs agreed with the Bank); smaller works such as
health unit and school expansion and other health, ptiodyor laboratory facilities would be
procured following Shopping procedures. If the requirements of par. 3.7 are met, Direct
Contracting may also be used for the procurement of works.

31. Procurement of Goods: Under Sabmponent 1.2, goods would be pramlirby POs
following community participation practices (par. 3.13 of the Guidelines) and would include,
inter alia, production inputs, farming, storage, and processing equipment, as required to
implement the respective business plans. Goods would alsoobargad by SOs or NSOs
implementing subprojects under Satmponent 1.2, following Community Participation in
Procurement, whose procedures would be outlined in the Project Operational Manual, and would
include construction material and equipment requitedsaltscale infrastructure investments

in water supply and sanitation, environmental revitalization and conservation, and sorting of
recyclables. Other goods required under Component 1 would include vehicles, and office and IT
equipment. Under Subompaent 2.1, goods required by the project would include medical,
hospital and laboratory equipment. Under $omponent 2.2, goods required by the project
would include IT equipment and school furniture and didactic equipment. Under Component 3,
goods requied by the project would include IT and office equipment, management software, and
office furniture. All those goods could be procured following International Competitive Bidding
(using Bankds SBDs), National Compenent(usinge Bi d
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SDBs agreed with the Bank), depending on the contract amount. If the requirements of par. 3.7
are met, Direct Contracting may also be used for the procurement of goods.

32. Procurement of noeoonsulting services: Under Swabmponent 1.2, neoonsilting
services would be procured by POs following competitive practices (par. 3.13 of the Guidelines,
and detailed below) and would include, inter alia, unskilled labor and equipment installation,
repair or maintenance services. Nwnsulting services wid also be procured by SOs and
NSOs implementing subprojects under Solmponent 1.2, following Community Participation

in Procurement, whose procedures would be outlined in the Project Operational Manual, and
would include mainly unskilled labor contradt from among community members. Under the
other Subcomponents, neoonsulting services would include printing, logistics for events,
advertisement and marketing campaigns, and video and photography production, and they would
be procured by the PIU, foloi ng I nternational Competitive
National Competitive Bidding, Shopping or Framework Agreement (using SDBs agreed with the
Bank), depending on the contract amount. If the requirements of par. 3.7 are met, Direct
Contracting maylao be used for the procurement of goods.

33.  Selection of Consultants: Under Sabmponent 1.2, consulting services from firms and
individuals would be selected by POs associations, under subprojects, following competitive
practices (par. 3.13 of the Guideds, and detailed below) and would include-iprestment
activities to: (i) elaborate value chains business plans; (i) support technical, extension and
training services to create and consolidate vallgded arrangements among community

pr odu c e ratooids aradsother commercial stakeholders; (iii) identify potential business
opportunities and prepare business proposals; (iv) prepare related business plans; (v) build
capacity among technical service providers to enhance the quality of their sensoppant of

B

POs6 <competitiveness ;-drivannvdluegdded jechnical @ssistahee tod e ma n
support the i mplementation by community produ

technical assistance would includ@ter alia: (i) diversification and improvement of
production/farming systems; (ii) agprocessing; (iii) support to meet legal environmental and
sanitary requirements for market access; (iv) marketing and logistics; and (v) promoting
linkagesfor vertical productive articulatio as network of suppliers attached to an anchoedium,

large company or producer associations.

34.  Other consulting services from firms and individual consultants required by the project
would include: subproject implementation support and supervision;oamvantal subproject
implementation support and supervision; information and monitoring system development;
engineering design preparation for school, hospital and road construction; projeermid

review; project impact evaluation; project physical perfma n c e ; productive gr

potential study; PEFA model application; independent financial audit; HR management system
customization; public archive virtualization; state budget, financial, procurement, and contract
management system; touristic tpotial study; payment for environmental services model
development; process and workflow redesign; education secretariat management system; public
health integrated management system development; health supply logistics study; business plan
preparation; areer and salary grading reform study; state basic education evaluation system;
marketing plan preparation; statéde administrative reform; transport logistics state plan
preparation; and state asset and real estate control and management systemopreparat
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Consulting firms would be selected either following Selection Based on Quality and Cost,
Selection Based on Quality, Selection under a Fixed Budget,-CeastSelection, Selection
Based on the Consul tant os Qu a | ar faiSmgleBaurgen s (pe
Selection (par. 3.8(c) of the Guidelines). Consulting services from individual consultants would

be procured following the procedures specified in Section V of the Guidelines.

35.  Short lists of consultants for services estimated to cesttlean $500,000 equivalent per
contract may be composed entirely of national consultants in accordance with the provisions of
paragraph 2.7 of the Consultant Guidelines.

36.  Training related expenditures would include contracts for event logistics, treatgpor

catering, material preparation, course enrollment fees, and per diem. These contracts would be
procured following the agencyods administrati)
acceptable by the Bank.

37. Operational Costs which would be firtaa by the Project include incremental costs of

the technical and administrative management staff of the proposed project (including incremental
salaries), office equipment, supplies, and maintenance, air tickets, updates to the project
management inform@n system for use in project monitoring, printing services,
telecommunication costs, and travel costs (transportation, per diem, accommodations), leasing of
facilities, utilities, maintenance of office facilities; rentals of vehicles and other equipment
required for project support, and logistics services. These expenditures would be incurred
foll owing the agencyo6s administrative procedu
the Bank.

38.  Others: working capital, grants, scholarships, prizes, netatethe Project would be
described in the Operations Manual.

Guidelines for use of Community Participation Practices under Component 1

39. Component 1.2 would finance subprojects for sustainable business subprojects, following
business plans (BPs) proposddyeloped and implemented by beneficiary POs. Theysatit to

such an association in support of a business plan would be, on average, US$100,000 equivalent,
with an upper limit of US$200,000. Business plans are evaluated by the Technical Committee for
conpliance with environmental, financial, institutional, social, technical, and fiduciary
guidelines (per the Project Operational Manual).

40. The provisions described under Section | of the Guidelines apply to all procurement
methods used under the Project,ttlg all principles, rules, and procedures outlined in the
Guidelines apply to all contracts financed in whole or in part from Bank loans. To comply with

such requirement, four main considerations should guide the use of competitive practices by the
commmnity producersdéd associations: the need for
services;giving all eligible bidders the same information and equal opportunity to compete in
providing goods, works, and services; the importance of transparency.

41. PGs, as private sector enterprises, would often meet these concerns by following
proceduresother than formal open bidding for their procuremtirait are acceptableecause
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when such associations seek a supplier, the really important considerations ingilitle g
performance, price, delivery, capacity, and assurance of supply. Market forces would ensure a
fair and reasonable price while competitive markets would be the driving force leading to those
associations having efficient internal operations. Intamg those associations would btotsell

a product or service to raise revenues. POs arprédit and have the threat of bankruptcy,
which force efficiencies into their procurement process.

42.  As such, the business plans would include a {ithectanism to prevent them from
paying too much for goods and services. If they do not buy wisely, the market place is
unforgiving. As actual community participation practices may vary significantly from industry to
industry, one size would not fit all. Theoeé, being able to accommodate terms and conditions

for good procurement would be an important aspect of the business plans, requiring sound
technical understanding of products, services, and industries. Therefore, business plans must
contain specific créria to measure performance of the community participation practices used.

43. Componentl.2 would also finance seeiwvironmental subprojects.

Guidelines for use of Community Participation in Procurement underc8uoiponent 1.2

44.  The procedures for the praemment under these subprojects would normally include the
comparison of at least three price quotations. However, building on the experience from projects
implementing similar CDD operations in other Northeastern St&tear§, Bahia, Paraiba, and
Pernambgo, for example), direct contracting would also be permitted when circumstances
indicate this method offers an advantage over local Shopping. This advantage should be assessed
on the basis of economy, efficiency, and transparency.

(@) Economy could be assuréy the PMU, at the time the subprojects are reviewed
and final cost estimates are defined. To come up with these final figures, PCU
should survey the regional market, in the case of goods, works, and services, or to
consult official price databases, slahORSE (ORSE is also used by CAR in Bahia
to calculate subproject amounts) or SINAPI, for works, to establish the grant
amounts required to finance the contracts under the subprojects.

(b) As the community associations would not be required to comparequitations
for works contracts, for instance, or to request prices from suppliers from out of state
to which they do not have easy access, the direct contracts would be less time
consuming and more efficient than the fici

(c) The associatian would, however, ensure that transparency of all procurement,
purchase, and/or contract decisions. To this end, it should meet collectively at the
fliassembleias , where all i ssues would be publi
decisions by the majority wdaibe duly recorded in the meeting minutes. Additional
recommended actions would include using regular advertisement tools that are
available at the communities, such as notice boards at schools and public buildings,
local radios, municipal councils, etc.
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Assessment of the agencyb6s capacity to implem

45.  Procurement activities will be carried out by the PMU. The agency is staffed by sixty
technicians and the Procurement unit is staffed by five procurement officers.

46. An assessment of the capigoof the PMU to implement procurement actions for the
project has been carried out by the Procurement Specialist on April 10, 2012. The assessment
reviewed the organizational structure to carry out the procurement ungepjbet. Most of the

issues ad risks concerning the procurement component for implementation of the project that
have been identifiedre: khck of clarity on who is accountable for which procurement decisions;
CDD subproject procurement records are incomplete or unsafely kept; enprg@ementation

of procurement activities under the project; poor contract management; potential for political
patronage; poor procurement planning; lack of a good comparator to establish reasonableness of
bid prices; poor qualification of bidders andhsaltants; project delays due to unfinished bidding
documents/RFPs; poor technical specifications/TORs; reduced competition; inadequate criteria
and potential for manipulation of bid evaluation; No control over project pace, delays; increased
contract cost to cover legal risks and costs which discourages competition and/or delays the
closing of contracts; and insufficient oversight of procurement and lack of compliance with Bank
fiduciary obligation. The corrective measures which have been agreedtarest up an
interagency bidding committee; to credifine adecision making framework in the Manuaj; t
strengthen CDD subproject executors' capacity to keep procurement records; to acquire the
necessary procurement expertise; to agree on a training protpagevelop and implement
formal recruitment system that ensures competition; to ensure adequate independence to bidding
committee; to prepare the procurement plan; to hire project management and procurement
support from a firm; to prepare acceptable denlypdding documents for NCB; to define which
e-procurement system to use; to augment advertisement of bidding opportunities; to hire
competent consultants to draft TS/TORs; to increase due diligence of winning bidder prior to
awarding; to agree on selamti criteria for members of the evaluation committee, including
technical expertise; to establish CM systemntdude procurement aspeatshe audit TOR.

47.  The overall project risk for procurement is Substantial

Procurement Plan

48. The Borrower, at apprsal, developed a Procurement Plan for project implementation
which provides the basis for the procurement methods. This plan has been agreed between the
Borrower and the Project Team on March 7, 2013 and is available at SEPLAN/PMU. It will also
beavalabe i n the Projectds database and in the
will be updated in agreement with the Project Team annually or as required to reflect the actual
project implementation needs and improvements in institutional capacity.

Frequency of Procurement Supervision

49. In addition to the prior review supervision to be carried out from Bank offices, the
capacity assessment of the PMU has recommended annual supervision missions to visit the field
to carry out post review of procuremexations.
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Details of the procurement arrangements involving international competition

50. Goods, works, and neconsulting services.
(a) List of contract Packages which will be procured following ICB and Direct Contracting:

T g T
= o o S o i3] =
s © B o o
Contract description = 2 823 a £ Se =
72 3 23 a ° 2 S5 5
w3 s oo o @5 0% a
Acquisition of equipments for thelospital Materno | ¢ 5 g 059 |cB Prior 11/10/2015 | 12/10/2015 | 2/8/2016 | 120
InfantilandBanco de Leite de Mossoré

(b) ICB contracts and NCB comicts for goods and services estimated to cost above
US$350,000 per contract and all Direct Contracting will be subject to prior review by the
Bank. Works contracts estimated to cost above US$5,000,000 and all direct contracting
will be subject to prior reew by the Bank.

Consulting Services

(o))

5 3 ks £ .
Contract description ‘g 3|23 2 "8’_ gD

28 | 8| 83| = o 55

uw o = o o o m O '®n
Implementation and investments follow wugf 10 collectivePINS, 100 Individual PINS 640,960 | QCBS| Prior 3/30/2013 5/4/2013 712712013
and 50 PS4 4 annual contractl contract per year
Implementation and follow up of 13Golectives;PINS 4 contracts, 1 per year 2,517,817 | QCBS| Prior 3/30/2013 5/4/2013 7/27/2013
Elaboration and implementation of the Studelrife Observatory System 1,514,356 | QCBS| Prior 3/30/2013 5/4/2013 7/27/2013
Study on Project Impact Evaluation 544,554 | QCBS| Prior 3/30/2013 5/4/2013 7/27/2013
Project External Auditing within 5 year project 519,802 | QCBS| Prior 3/30/2013 5/4/2013 7/27/2013

Qustomization and Implementation of people management instrument, with

e i 4/27/201 1/201 24/201
management mdules developmenand payroll auding 742,574 | QCBS| Prior /27/2013 6/1/2013 8/24/2013

Consultancy for pile&ctivity implementation of a electronic system of thé\rquivo

publicodocumentation 1,732,673 Q®B Prior 4/27/2013 6/1/2013 8/24/2013

Software development for the public budget and financial management of

1,863,866 | QCBS| Prior 4/27/2013 6/1/2013 8/24/2013
agreements and contrais

Study for the State straggc planning and processes managemeata definicdo do

processo de planejamento e gestdo estratégica do Estado 717,327 | QCBS|  Prior 512412013 6/28/2013 9/20/2013

Redesign the prioritized Secretariats organizational processing systems (macro a|

- 4,950,495 | QCBS| Prior | 5/24/2013 6/28/2013 9/20/2013
micro plocessep

Digitalization of the citizens identification documentation (ID files) at ITEP 1,732,401 | QCBS| Prior 6/23/2013 7/28/2013 10/20/2013
Design and implementation of an electronic integrated syséd tools forpublic
acquisitionsand storage control (goods, office gadgetguipmentand materials, 1,336,634 | QCBS| Prior 6/27/2013 8/1/2013 10/24/2013

transportation, telephones costs, and related expenses)

Design and implementation of an electronintegrated systemofr the public health

N 1,980,198 | QCBS| Prior 7/24/2013 8/28/2013 11/20/2013
services management

Preparation of the Business Plans 185 PINS (beneficiaries groups investments)

(Year2) 503,563 | QCBS| Prior 7/28/2013 9/1/2013 11/24/2013

Assessment and redesign of the Staff Management Policy and Plan (selection prd

S Lo ) 2,376,238 | QCBS| Prior 71282013 9/1/2013 11/24/2013
roles and responsibilitiesareer developmentsalaries, inter alia)

Design and implementation of the a systéon evaluationof the basic education

(Sistema de Avaliacdo da Educacio BAsicRMASABRN) 7,213,125| QCBS| Prior 8/22/2013 9/26/2013 12/19/2013

Technical support for supervisiafi local accesmadsimprovementexecution 1,146,287 | QCBS| Prior 11/27/2013 | 1/1/2014 3/26/2014
(F;rgg?;atlon of the Business Plans 185 PINS (beneficiaries groups investments) 503,563 | QCBS| Prior TR ST AR
Preparation of the State Logistic Plan (PEHRN) 518,069 | QCBS| Prior 7/28/2014 9/1/2014 11/24/2014
Trainings courses for technicians &ssemination and management of thegro-

businesgplan 4,932,713 | QCBS| Prior 4/27/2013 6/1/2013 8/24/2013

Literacy courses, social and professional training courses fdPribjectbeneficiaries
by productive arrangements

Training courses and workshops for the beneficiaries of tourism productive cluste|
courses an@0workshops)

Training ourses for public management enhancement 2,648,699 | QCBS| Prior 10/28/2013 | 12/2/2013 2/24/2014

978,476 | QCBS| Prior 4/27/2013 6/1/2013 8/24/2013

851,485 | QCBS| Prior 7/28/2013 9/1/2013 11/24/2013
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(a) Consultancy services estimated to cost above US$100,000 per contract, all Single Source
selection of consultants (firms and individuals), and all individualscorl t ant s 6
assignments estimated to cost above US$50,000 will be subject to prior review by the
Bank.

51.  Short lists composed entirely of national consultants: Short lists of consultants for
services estimated to cost less than US$500,000 equivalent peictomay be composed
entirely of national consultants in accordance with the provisions of paragraph 2.7 of the
Consultant Guidelines.

Environmental and Social

52. SEPLAN will be responsible for ensuring that all Bank safeguards triggered by the
Project are omplied with and that all works under implementation apply the ESMF, &RidF

IPPF. The PNU will also provide support to the beneficiary agencies on the preparation of
specific social assessments, public consultations and preparation of resettlemergnouslig
peoples plans, whenever they may be requifeddo this, the PM has hired qualified social

and environmental specialists to support project implementation. To better address issues that
arise from the ESIA, the Borrower prepared a set of mandatgementation Manuals to be
applied for all types of interventions: Works Environmental Manual, Social Communication
Plan, Environmental Education Plan, and also a Natural Disaster Prevention Plan (Annex 1 of
ESIA). The Bank team will also continue to Wwoclosely with State counterparts to ensure
adequate adherence to all Brazilian and Bank social and environmental st{Refed® ISDS

for further informatioi.

Monitoring and Evaluation

53. The Project will be monitored and evaluated through the exisktagnagement
Information System (MIS) developed by SEPLAN based on previous-8anborted operations

(PCPR and Potiguar Semiarid Project). The MIS will be updated and integrated with the
Financial Management Information System (SIAF), which is widely usgdin the State
administration. The MU will be responsible for managing and compiling the information
provided byeachee x ecut or of t h e-ex&utarg wéllde respoRsible foedata 6 s ¢
collection and reporting to theMRJ according to the aged project chronogram.

54. A framework for monitoring and evaluation of project outcomes and results was fully
developed and under implementation by beginning of project ydaeel Table Zelow) It
provides specificity in data collection methodology,aimg responsibilities and frequency of
M&E activities. Indicators were selected to monitor projects major activities to achieve: (a) the
Project Development Objective (PDO) angh) intermediate outcomes expected from
implementing each individual projecomponent, whiclall in turn contribute to the achievement

of the PDO.The regular management of the M&E framework is critical to ensure timely and
successful implementation of the project, and to enhance its impact for the beneficiaries by the
systematic and periodic analysis of lessons learned, and their effective dissemination.
Performance indicators, baseline, and targets have been established for the Project and its
components, and are presented in the Results Framework and Monitoring in Annexd. Proje
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design includes baseline determinations and performance (milestones) indicators to monitor
implementation of proposed plan. Monitoring will consist of an internal evaluation at the
component level, and one at the Project level. Evaluation will be lasgqbriodic reports,
Project Monitoring Reports(PMRSs), prepared by the PMU in order to keep track of potential
problems identified and will be appropriately addressed.

55. To ensure that M&E will be sustainable and an integral part of project activities, the
importance of the following issuesill be emphasizediuring the project launch workshop(s)

and later during the supervision missions: (i) early involvement-@xegutors of the project in

M&E discussions, (ii) data collection arrangements, including datirces and the reliability of

the information provided and associated costs and responsibilities; and (iii) human and
institutional capacity, including extent of local capacity for M&E and the need for capacity
building and the associated costs.

56. The Ppject will also conduct impact evaluations to determine whether and to what extent

the interventions under dnponerg 1 and 2lead to improved outcomes for beneficiaries.
Preliminarily, i mpact evalwuation stiote:€d)gy see
implementation of new curricula and programs for basic education, (ii) investments focusing on
gender issues, and (iii) sustainability of productive investments. For the latter two, the objective

of the impact evaluation will be to rigorousigtimate the impact of these input subsidies on
production, productivity, incomes, and food security. TIMUPwill track this evaluation and

provide support to ensure collection and analysis of the gelskygegated impacts of the

Project Other specit investments such as those proposed in health and education will be
assessed through quasiperimental and qualitative methodologies.
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Annex 4: Operational Risk Assessment Framework (ORAF)

Brazil: Rio Grande do Norte: Regional Development and Goverance (P126452)
Stage:Board

Project Stakeholder Risks

Stakeholder Risk Rating Substantial

Description: Risk Management:

Loss of political support for the project from municipal government. Latest municipal | project design is aligned with the consensus state development strategy as reflected in the State Multi-Year
elections resulted in changes of municipal administration. These changes would Investment Plan (PPA 2012-2015)

reduce commitment to the Project Development Objective and methodology.

ner ! $ MEthoul Continuous consultation with project stakeholders during preparation, as well as during implementation, to build
Management and coordination of a multi-sectoral approach, with significant consensus on PDO and methodology.

community-level participation / commitment (Component 1) jeopardized by difficult Ongoing communication results obtained during implementation.

consensus building among multi-sectoral stakeholders (State Secretariats and

Agencies), Private Sector, POs, SOs, NGOs. Resp: Status: Stage: Recurrent Due Date: Frequency
Client In Progress Both Quarterly

Risk Management:

Continuous dialog/consultation with project stakeholders during preparation as well as during implementation to
build consensus on PDO and methodology, in addition to a well-designed institutional arrangements and an
information and monitoring system for implementation.

Resp: Status: Stage: Recurrent Due Date: Frequency
Bank Completed Both Monthly
Implementing Agency (IA) Risks (including Fiduciary Risks)
Capacity Rating Substantial
Description: Risk Management:

Lack of familiarity with World Bank procedures (fiduciary and safeguards), on most of
the project collaborators agencies and complexity of dealing with multiple sectors and
counterparts impose additional burden on the implementing agencies and may affect
project implementation. This risk is relevant at project startup but is expected to
decrease over time.

During preparation, procurement and FM assessments were carried out, and generated action plans. The state
fiduciary team has patrticipated in fiduciary training provided by the Bank and the Bank will provide training and
assistance with key Terms of Reference. Clear coordination mechanisms were defined during project preparation,
as well as key roles and responsibilities determined.

Resp: Status: Stage: Recurrent Due Date: Frequency
The PMU (UGP) does have the installed capacity to carry out all procurement required | Bank Completed Preparation Monthly
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for the Project.

The Bank conducted a financial management assessment for the proposed Project
during preparation and the results of the assessment of the executing agencies
indicates that the financial management arrangements, as set out for this Project,
satisfy the Bank's minimum fiduciary requirements and will be considered adequate as
soon as the proposed mitigation measures are implemented.

The FM risk associated with the Project is based on (i) the project activities involve a
large number of entities; (ii) the internal control structure at the PMU needs to be
strengthened and amplified, and (iii) certification of the SIAF MIS system.

The key financial management risks for the project include the following: (i) lack of
familiarity with Bank processes by all participating entities, resulting in the need for
increased inter-institutional coordination, (ii) transfer of financial resources for schools
and target beneficiary organizations through subprojects; (iii) the Sistema Integrado de
Administracdo Financeira - SIAF (Plano Interno i PI) should be considered and needs
to be customized to the project's needs; (iv) the need to customize the Project
Monitoring and Reporting System (PMRS) Sistema de Monitoramento e de

I nforma-»es (SMI); and (v) assignment o
FM activities within the co-executing entities.

The likelihood that the risks above will materialize is assessed as low, mainly because
CONTROL (internal auditing agency of the State) has a functioning internal control
system that will be used to monitor the financial transactions of the participating public
and private entities receiving Project funds. These were evaluated and have been
found to be in compliance with Bank guidelines. FM supervision missions will review
both the controls systems and compliance to the systems.

However, due to the large size of the loan and volume of financial transactions that
may be involved, it could have a high impact. As a result, the FM risk is rated High.

Health Sector: There is insufficient staff enabled to implement the reforms at the state
and municipal levels.

Governance

Risk Management:

Training and consulting services to provide technical assistance and operational support on procurement and
financial management implementation as needed.

Improve the capacity of new Implementing Agency to execute large number of Project activities. Adoption of a
strong an comprehensive internal control system, close monitoring of SIAF MIS system and provide FM fiduciary
training to regular State entities staff specialists. Ensure the customization and close monitoring of SIAF and PMRS
systems.

Adoption of a strong an comprehensive internal control system. It is needed to have a FM arrangement with clearly
defined role and responsibilities at each level led by a core team in project and guided and supported by SEPLAN.
The PMU team should establish a strict control of transfer of financial resources and supporting expenditure
documents (fiprestacoes de contaso) for school and pr
investments satisfactorily.

Provide training on financial management to school and productive subprojects staff.

Resp: Status: Stage: Recurrent Due Date: Frequency
Client In Progress Both Quarterly

Risk Management:

Technical assistance should be part of the package that state and municipalities will receive. An extensive technical
assistance must be provided, mainly to the weaker municipalities and institutions to improve management and
technical capacity, focusing on the health system management.

Contract professionals and develop mechanisms and incentives to retain the physicians in the municipalities.

Resp: Status: Stage: Recurrent Due Date: Frequency
Client Not Yet Due Both Quarterly

Risk Management:

SESED has a limited capacity for investment, with most of its budget coming from the federal government. Strategic
State Plan for Public Security that will promote a results-based management approach, focusing on the integration
and coordination of the military and civil police work around specific public security areas (RISPs). Investments in

technologies to improve SESED&s management and infor
Resp: Status: Stage: Recurrent Due Date: Frequency
Client In Progress Both Quarterly

Rating Substantial
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Description: Risk Management:

Changing RN-Government priorities throughout project implementation may divert The project focuses on key government objectives around which there is a consensus within the State Government.
attention from project activities. Nonetheless, a midterm review could be conducted to enable adjustments, if necessary.

Political differences between municipalities may interfere with the regionalization

process. Resp: Status: Stage: Recurrent Due Date: Frequency

The objective evaluation of proposed business plans (Component 1) could be co-opted | Client Not Yet Due Implementation Quarterly

by competing agendas to distribute political patronage in the targeted area -

Political and budgetary commitment to the program not preserved over time. Risk Management:

Absence of regulatory mechanisms, including guarantee of access to medical care and | work closely and continuously with state/municipal coordination committees to minimize the risk caused by
management of hospital beds. affiliation to different parties, and encourage state coordination

Transparency of business plans selection through public calls; Project Operational Manual (agreed at appraisal) and
widely disseminated through official channels.

Resp: Status: Stage: Recurrent Due Date: Frequency
Client Not Yet Due Implementation Quarterly

Risk Management:

Family Health Program has received strong commitment from municipal and state assemblies as well as from key
institutional and civil society stakeholders, but it works independently of the state health system and its quality and
monitoring are unsatisfying. The further state incentive programs associated are temporary. Ensure the associated
budgets in the multi-annual planning and development of a strong system for monitoring and evaluation

Hold workshops and seminars with Ministry of Health, Health State Secretariat and existing medical schools to
provide training and implement regulatory mechanisms to implement the program satisfactorily.

Resp: Status: Stage: Recurrent Due Date: Frequency
Client Not Yet Due Implementation Quarterly

Risk Management:

1. the Operational Manual must contain an adequate procurement section;

2. the lowest level responsible for procurement must have adequate capacity to do so (e.g., through training
or outsourcing/centralization of the procurement function) and guidance is given to PMU on how to verify
compliance with procurement rules and identify red flags;

3. the PMU must provide some assurances that supervision is undertaken, serious issues are being flagged,
and action taken;
4. bidders and other local stakeholders must receive information on procurement procedures, sanctionable
practices, and on the sanctions imposed by the World Bank and the government
Resp: Status: Stage: Recurrent Due Date: Frequency
Client In Progress Both Quarterly
Project Risks
Design Rating Substantial
Description: Risk Management:
The multi-sectoral nature of the operation causes fragmentation in project Explore alternatives to guarantee financial riskof r ur al producer sd organi zations
implementation.
Matching grants to finance business plans implementation (Component 1) could Resp: Status: Stage: Recurrent Due Date: Frequency
ficr eowd 0O ble Bnansial intermediation, notwithstanding the thin formal rural Client Not Yet Due Implementation Quarterly
finance supply
Social and Environmental Rating Moderate
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