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	DATA SHEET

	Papua New Guinea

	Urban Youth Employment Project (P114042)

	EAST ASIA AND PACIFIC

	EASNS

	.

	
	
	
	Report No:
	RES11732

	.

	Basic Information

	Project ID: 
	[bookmark: _GoBack]P114042
	Lending Instrument: 
	Specific Investment Loan

	Regional Vice President: 
	Axel van Trotsenburg
	Original EA Category: 
	Partial Assessment (B)

	Country Director: 
	Franz R. Drees-Gross
	Current EA Category: 
	Partial Assessment (B)

	Sector Director: 
	John A. Roome
	Original Approval Date: 
	11-Jan-2011

	Sector Manager: 
	Michel Kerf
	Current Closing Date: 
	30-Apr-2016

	Team Leader: 
	Sonya Woo
	
	

	.

	Borrower:
	Ministry for Treasury and Finance

	Responsible Agency:
	National Capital District Commission

	.

	Restructuring Type

	Form Type: 
	Full Restructuring Paper
	Decision Authority: 
	Country Director Approval

	Restructuring Level: 
	Level 2
	Explanation of Approval Authority: 
	Level 2 restructuring of the PNG Urban Youth Employment Project (UYEP) and amendment of the Financing Agreement (IDA Credit 4854-PG) and Project Agreement.

	.

	Financing  ( as of 24-Jul-2013 )

	Key Dates

	Project
	Ln/Cr/TF
	Status
	Approval Date
	Signing Date
	Effectiveness Date
	Original Closing Date
	Revised Closing Date

	P114042
	IDA-48540
	Effective
	11-Jan-2011
	03-Mar-2011
	02-Nov-2011
	30-Apr-2016
	30-Apr-2016

	P114042
	TF-94791
	Closed
	06-Aug-2009
	16-Oct-2009
	16-Oct-2009
	30-Apr-2012
	30-Apr-2012

	Disbursements (in Millions)

	Project
	Ln/Cr/TF
	Status
	Currency
	Original
	Revised
	Cancelled
	Disbursed
	Undisbursed
	% Disbursed

	P114042
	IDA-48540
	Effective
	USD
	15.80
	15.80
	0.00
	3.25
	12.05
	21

	P114042
	TF-94791
	Closed
	USD
	0.60
	0.53
	0.07
	0.53
	0.00
	100

	.

	Policy Waivers

	Does the project depart from the CAS in content or in other significant respects?
	Yes [  ]
	No [ X ]

	Does the project require any policy waiver(s)?
	Yes [  ]
	No [ X ]

	.

	A. Summary of Proposed Changes

	The proposed changes include: (i) a revision of the definition of “eligible urban youth” and age requirement stipulated in the Financing Agreement from 16 to 25 to 16 to 35 years in response to demand expressed by beneficiaries and the Government; (ii) a modification to two of the project development objective outcome indicators related to the performance of the Youth Job Corps (YJC) in the Results Framework. Firstly, the reduction of the total number of labor days completed by beneficiaries under the YJC from 480,000 to 300,000; and secondly, the reduction of the percentage of beneficiaries whose estimated economic welfare falls in the bottom 40 percent of the National Capital District from 70 to 50 percent. The reduction in both indicators will align the project indicators with emerging results from implementation progress; and (iii) adjusting implementation arrangements under Component 1 to enable the project to also work directly with communities to identify, form and supervise short-term employment activities for youth engaged under the YJC. This will provide an alternative means of generating additional labor and strengthen community participation in the identification and implementation of labor-intensive activities. Together, these actions are expected to improve the overall participation in, and performance of the project.  Except as specifically amended herein, all other terms and provisions remain in full force and effect.


	Change in Implementing Agency
	Yes [   ]
	No [ X ]

	Change in Project's Development Objectives
	Yes [   ]
	No [ X ]

	Change in Results Framework
	Yes [ X ]
	No [   ]

	Change in Safeguard Policies Triggered
	Yes [   ]
	No [ X ]

	Change of EA category
	Yes [   ]
	No [ X ]

	Other Changes to Safeguards
	Yes [   ]
	No [ X ]

	Change in Legal Covenants
	Yes [   ]
	No [ X ]

	Change in Loan Closing Date(s)
	Yes [   ]
	No [ X ]

	Cancellations Proposed
	Yes [   ]
	No [ X ]

	Change to Financing Plan
	Yes [   ]
	No [ X ]

	Change in Disbursement Arrangements
	Yes [   ]
	No [ X ]

	Reallocation between Disbursement Categories
	Yes [   ]
	No [ X ]

	Change in Disbursement Estimates
	Yes [   ]
	No [ X ]

	Change to Components and Cost
	Yes [ X ]
	No [   ]

	Change in Institutional Arrangements
	Yes [   ]
	No [ X ]

	Change in Financial Management
	Yes [   ]
	No [ X ]

	Change in Procurement
	Yes [   ]
	No [ X ]

	Change in Implementation Schedule
	Yes [   ]
	No [ X ]

	Other Change(s)
	Yes [ X ]
	No [   ]

	Appraisal Summary Change in Economic and Financial Analysis
	Yes [ X ]
	No [   ]

	Appraisal Summary Change in Technical Analysis
	Yes [ X ]
	No [   ]

	Appraisal Summary Change in Social Analysis
	Yes [   ]
	No [ X ]

	Appraisal Summary Change in Environmental Analysis
	Yes [   ]
	No [ X ]

	Appraisal Summary Change in Risk Analysis
	Yes [   ]
	No [ X ]

	.

	B. Project Status

	
The objective of the project is to provide disadvantaged urban youth in the National Capital District (NCD) with income from temporary employment opportunities and to increase their employability. The project is being implemented by the National Capital District Commission (NCDC). The project was signed in March 2011, declared effective in November 2011 and started implementing activities in June 2012. 

The project’s implementation progress is rated as Moderately Satisfactory.  As of June 2013, the project’s cumulative disbursement is approximately US$3,180,253.85 or 19 percent of its overall total financing of $16.4 million. To date, the project has carried out consultation and awareness activities in 11 locations across the NCD, screened 3,000 applicants and graduated 1,300 youth in Basic Life Skills Training. The project is showing improvements in its targeting of disadvantage youth, who are estimated to be in the bottom 40 percent of the 2009 per capita consumption distribution. Implementation progress is evident as all project activities are now underway; with 50 percent of the 250 Pre-Employment Training who graduated in March 2013 placed in On-the-Job Training (OJT) with 54 different public and private sector employers in NCD. Considerable progress has been achieved with the involvement of the Project Management Unit (PMU), who have assumed a dynamic and direct role in implementation activities. This has been evident in its support of training services and in the procurement of Management and Support Services for the supervision of labor intensive employment activities performed by youth; and Consulting Services. However, implementation problems persist. This is due to: (a) the weak performance and supervision of the communications and training firms hired by the project, which has negatively impacted on the project’s outreach, orientation and training services to youth as well as the internal efficiency of the PMU’s own operations; and (b) inefficiencies in the YJC with respect to insufficient labor days being generated. There is a substantial risk that the works activities under the YJC may not be able to generate the projected total number of labor days (480,000) by project closing.


	.

	Development Objectives/Results

	Project Development Objectives (P114042 - Urban Youth Employment Project)

	Original PDO

	The Project's development objectives are to provide urban youth with income from temporary employment opportunities and to increase their employability.

	Change in Project's Development Objectives

	Change in Results Framework

	Explanation:

	Proposed Change in Number of Labor Days Completed by Beneficiaries under the Youth Job Corps. The project originally estimated that at least 480,000 days of workfare would be completed by youth on the YJC over the course of the project.  However, as of June 2013, the YJC has generated less than 20,000 of the 80,000 labor days that was targeted in the first full year of implementation. The total number of labor days to be completed by project closure will therefore be scaled back from 480,000 to 300,000 labor days due to: (i) high attrition rates, which has resulted in cost and placement inefficiencies (youth are working an average of 26 of the 40 days offered); (ii) delays in the award and implementation of Management and Support Services for the supervision of labor intensive employment activities performed by youth due to insufficient market response; (iii) the escalation costs involved in the procurement of these contracts, which has been further exacerbated by the appreciation of the PNG Kina; and (iv) the limited capacity of the PMU to supervise activities.

	.

	Components

	Change to Components and Cost

	
Explanation:

	There are no significant changes to the structure of the Components and Costs. However, the restructuring will involve changes to the implementation arrangements under Component 1 to enable the project to also work directly with communities to identify, form and supervise short-term employment activities for youth engaged under the YJC. This will provide an alternative means of generating additional labor and strengthen community participation in the identification and implementation of labor-intensive activities. 

Under the Youth Job Corps (Component 1), the project provides short-term employment opportunities for youth who are engaged in labor intensive public works in the urban transport and urban works and services sectors. In the transport sector, routine maintenance activities have focused on simple road maintenance, including waste collection and environmental protection activities, such as vegetation control and drain cleaning. The work activities performed by youth have been supervised by contractors.  

The experience, to date, in using contractors to oversee labor intensive activities in the transport sector have yielded mixed results. The findings of the roads conditions survey carried out in 2012, indicated that the estimated 1100+ kilometers of total road length within the National Capital District (NCD) was overestimated. The firm instead identified a total network length of approximately 600–700 km of which approximately 121 km was found to be suitable for labor intensive maintenance under the project.

Slow implementation of works activities through contractors and sub-optimal levels of wage efficiency in terms of the average higher ratio of non-labor (approximately 60 percent) to labor inputs (approximately 40 percent) by contract, could undermine the project’s ability to ensure that the majority of benefits accrue to youth.  

Implementation arrangements will therefore be augmented to enable the project to also work directly with communities to identify suitable sub-projects, form groups and supervise short-term employment opportunities for youth engaged under the YJC. The project will work though existing community networks to identify and engage youth in sub-project activities. Infrastructure maintenance and urban works and services carried out by youth groups will include, inter alia, waste collection, brushing of road sides, parks and other public areas, the restoration of footpaths and repair of drainage systems.  In addition to strengthening community participation in sub-project identification, implementation and service delivery, this approach is expected to improve the targeting of youth, generate further labor days in addition to those being generated through the pipeline of works contracts as well as improve on the cost efficiency of the wage transfer under the YJC as the contract overhead and transaction costs will be substantially reduced and because of a higher community engagement and sense of ownership, a much lower drop-out rate is expected. NCDC will carry out pilot activities and outline the additional procedures in the Project Operations Manual.




	Current Component Name
	Proposed Component Name
	Current Cost (US$M)
	Proposed Cost (US$M)
	Action

	Youth Job Corps (YJC)
	
	6.90
	6.90
	No Change

	Skills Development and Employment Scheme (SDES)
	
	5.40
	5.40
	No Change

	Project Management
	
	4.40
	4.40
	No Change

	
	Total: 
	16.70
	16.70
	

	.

	Other Change(s)

	Other Change(s)

	Explanation:

	Legal definition of “Eligible Urban Youth.” The PNG National Youth Policy defines youth as young people between the ages of 12 and 25. The minimum age, stipulated under PNG law, for employment in is 16 years. The IDA Financing Agreement defines "Eligible Urban Youth" as youth between the ages of 16 and 25 years. The rationale for expanding the age criteria upwards from 16 to 26 to 16 to 35 years is to respond to expressed demand and align with the social context in which the project is operating in. The socio-cultural context involves a broader definition of youth where individuals are considered youth if they are unmarried, unemployed and economically dependent on their families or others for financial support. The project also recognizes the benefits of giving young adults a second chance to take on greater leadership roles within the project.

	.

	Change(s) in Appraisal Summary

	Appraisal Summary Change in Economic and Financial Analysis

	Explanation:

	The proposed changes will affect the impact of the transfers in households in two main ways. First, the reduction in total labor days from 480,000 to 300,000 will lead to a corresponding 37.5 percent reduction in the amount transferred to disadvantaged youth, reducing the total impact of the program on poverty. The absolute reduction in the amount of cash stipends transferred to poor youth depends on how the extent the program is targeting poor youth, and the net gain in income that participants enjoy, after taking into account the income they are foregoing from participating in the program. Based on data from the first four intakes, we estimate that at 30 percent of those participating in the program are likely to be from poor households. With respect to foregone income, the original appraisal, based on international experience, assumed that the net benefit of the program to participants, after accounting for their opportunity cost of participating, would be about half of the transfer amount. However, earnings opportunities are limited in PNG, and so the foregone income could be substantially lower. Under strong assumptions, the appraisal for the Rapid Employment Project in the Solomon Islands estimated foregone income at 15 percent. Under the latter scenario, and assuming that 30 percent of the benefits go to the poor, a reduction from 480,000 to 300,000 labor days will reduce the amount of stipends transferred to the poor by about PGK600,000 over the life of the project.  

The second change that could affect the project's impact on poverty is the move to a community-based targeting approach. This has the potential to improve the targeting performance of the program, which would partially offset the effect of the reduction in labor days on poor households. For example, if recruiting is improved such that 40 percent of the participants are poor instead of 30 percent, halving the number of labor days would be reduce the transfer to poor households by only a third, from two to 1.3 million Kina. 

The project is delivering economic benefits to youth through effective targeted transfers, service delivery and maintenance of public infrastructure under the YJC. Taking account the range of benefits for which sufficient quantitative data is available, the average benefit (to cost ratio) based on estimated bid- and contract amounts for the ITQs is 40% and for NCBs is 38%. These estimates are fairly conservative and specific to YJC but are also expected to improve with the introduction of a community contracting method. The benefit component is limited the stipends given to youth; and the cost component reflects the overhead costs charged by contractors.  The benefit ratio therefore does not include other benefits that accrue from training, such as access to the formal banking systems, a mobile phone, work experience and other social benefits. 

Improved data on a small sample of participants and controls will be collected and available prior to the Mid Term Review (MTR) of the project. This will help generate estimates of foregone income, as well as impacts of the program on other outcomes that will help to better assess the benefits of Component 1.

	Appraisal Summary Change in Technical Analysis

	Explanation:

	Under the Youth Job Corps (Component 1), the project provides short-term employment opportunities for youth who are engaged in labor intensive public works in the urban transport and urban works and services sectors. In the transport sector, routine maintenance activities have focused on simple road maintenance, including waste collection and environmental protection activities, such as vegetation control and drain cleaning. The work activities performed by youth have been supervised by contractors.  

The experience in using contractors to oversee labor intensive activities in the transport sector has yielded mixed results. The findings of the roads conditions survey carried out in 2012, indicated that the estimated 1100+ kilometers of total road length within the National Capital District (NCD) was overestimated. The firm instead identified a total network length of approximately 600–700 km of which approximately 121 km was found to be suitable for labor intensive maintenance under the project. 

To date, a total of 9 small waste collection and drain clearing contracts, ranging between PGK50,000 to PGK300,000 in value have been procured through Shopping (ITQ–“Invitation to Quote”).  Of these, 6 have already been completed and one terminated during the pilot period. Between December 2012 and January 2013, the project launched 4 tenders through National Competitive Bidding (NCB) procedures for road and drainage maintenance work in Kila Kila / Kaugere Boroko, Gerehu and Taurama.  While the response from the market was reasonable, only and 2 of the 4 contracts were awarded.  The remaining 2 tenders were unsuccessful, as bids were assessed to be non-responsive. To further encourage interest, the minimum amount for services provided was lowered to PGK200,000 and the credit facilities/liquid assets criterion to PGK30,000. This is expected to attract more competition, resulting in a larger pool of eligible bids.  

The approach of using contractors to supervise youth trainees that have been pre-selected by the project is a relatively new concept in Papua New Guinea (PNG); and the effort required to calibrate qualification levels and build the capacity of some of the smaller contractors has been high. The wage transfer effects (per beneficiary and labor day) and overall efficiency of implementing sub-projects through contractors has been lower than expected due to high overhead costs charged by contractors. The higher ratio of non-labor (approximately 60 percent) to labor inputs (approximately 40 percent) by contract could therefore undermine the project’s ability to ensure that the majority of benefits accrue to youth.

To address these concerns, and partly mitigate further potential delays in the mobilization of contracts, the project will also work directly with communities to identify suitable sub-projects, form groups and supervise short-term employment opportunities for youth engaged under the YJC. Infrastructure maintenance and urban works and services carried out by youth groups will include, inter alia, waste collection, brushing of road sides, parks and other public areas, the restoration of footpaths and repair of drainage systems.  In addition to strengthening community participation in sub-project identification, implementation and service delivery, this approach is expected to improve the targeting of youth, generate further labor days in addition to those being generated through the pipeline of works contracts as well as improve the cost efficiency of the wage transfer under the YJC as the contract overhead and transaction costs will be substantially reduced. NCDC will carry out pilot activities and revise the Project Operations Manual.






URBAN YOUTH EMPLOYMENT PROJECT
RESTRUCTURING PAPER
[bookmark: _Toc257726059][bookmark: _Ref248036046]
[bookmark: _Toc364695830]SUMMARY

The Restructuring Paper seeks the approval of the Country Director for a Level 2 restructuring of the PNG Urban Youth Employment Project (UYEP) and amendment of the Financing Agreement (IDA Credit 4854-PG). 

The proposed changes include: (i) a revision of the definition of “eligible urban youth” and age requirement stipulated in the Financing Agreement from 16 to 25 to 16 to 35 years in response to demand expressed by beneficiaries and the Government; (ii) a modification to two of the project development objective outcome indicators related to the performance of the Youth Job Corps (YJC) in the Results Framework. Firstly, the reduction of the total number of labor days completed by beneficiaries under the YJC from 480,000 to 300,000; and secondly, the reduction of the percentage of beneficiaries whose estimated economic welfare falls in the bottom 40 percent of the National Capital District from 70 to 50 percent. The reduction in both indicators will align the project indicators with emerging results from implementation progress; and (iii) adjusting implementation arrangements under Component 1 to enable the project to also work directly with communities to identify, form and supervise short-term employment activities for youth engaged under the YJC. This will provide an alternative means of generating additional labor and strengthen community participation in the identification and implementation of labor-intensive activities. Together, these actions are expected to improve the overall participation in, and performance of the project.  Except as specifically amended herein, all other terms and provisions remain in full force and effect. 

[bookmark: _Toc257726060]
[bookmark: _Toc364695831]PROJECT STATUS
The objective of the project is to provide disadvantaged urban youth in the National Capital District (NCD) with income from temporary employment opportunities and to increase their employability. The project is being implemented by the National Capital District Commission (NCDC). The project was signed in March 2011, declared effective in November 2011 and started implementing activities in June 2012. 
The project’s implementation progress is rated as Moderately Satisfactory.  As of June 2013, the project’s cumulative disbursement is approximately US$3,180,253.85 or 19 percent of its overall total financing of $16.4 million. To date, the project has carried out consultation and awareness activities in 11 locations across the NCD, screened 3,000 applicants and graduated 1,300 youth in Basic Life Skills Training. The project is showing improvements in its targeting of disadvantage youth, who are estimated to be in the bottom 40 percent of the 2009 per capita consumption distribution. Implementation progress is evident as all project activities are now underway; with 50 percent of the 250 Pre-Employment Training who graduated in March 2013 placed in On-the-Job Training (OJT) with 30 different public and private sector employers in NCD. Considerable progress has been achieved with the involvement of the Project Management Unit (PMU), who have assumed a dynamic and direct role in implementation activities. This has been evident in its support of training services and in the procurement of Management and Support Services for the supervision of labor intensive employment activities performed by youth; and Consulting Services.
However, implementation problems persist. This is due to: (a) the weak performance and supervision of the communications and training firms hired by the project, which has negatively impacted on the project’s outreach, orientation and training services to youth as well as the internal efficiency of the PMU’s own operations; and (b) inefficiencies in the YJC with respect to insufficient labor days being generated. There is a substantial risk that the works activities under the YJC may not be able to generate the projected total number of labor days (480,000) by project closing.

[bookmark: _Toc257726061][bookmark: _Toc364695832]PROPOSED CHANGES 

Results/Indicators

Definition of “Eligible Urban Youth.” The PNG National Youth Policy defines youth as young people between the ages of 12 and 25 years. The minimum age, stipulated under PNG law, for employment in is 16 years. However, the rationale for expanding the age criteria upwards from 16 to 26 to 16 to 35 years is to respond to expressed demand and align with the social context in which the project is operating in. The socio-cultural context involves a broader definition of youth where individuals are considered youth if they are unmarried, unemployed and economically dependent on their families or others for financial support. The project also recognizes the benefits of giving young adults a second chance to take on greater leadership roles within the project.
Project Development Objective Results Level Indicator: Number of Labor Days Completed by Beneficiaries under the Youth Job Corps. The project originally estimated that at least 480,000 days of workfare would be completed by youth on the YJC over the course of the project.  However, as of June 2013, the YJC has generated less than 20,000 of the 80,000 labor days that was targeted in the first full year of implementation. The total number of labor days to be completed by project closure will therefore be scaled back from 480,000 to 300,000 labor days due to: (i) high attrition rates, which has resulted in cost and placement inefficiencies (youth are working an average of 26 of the 40 days offered); (ii) delays in the award and implementation of Management and Support Services for the supervision of labor intensive employment activities performed by youth due to insufficient market response; (iii) the escalation costs involved in the procurement of these contracts, which has been further exacerbated by the appreciation of the PNG Kina; and (iv) the limited capacity of the PMU to supervise activities.


Component

[bookmark: _Toc247685214]Under the Youth Job Corps (Component 1), the project provides short-term employment opportunities for youth who are engaged in labor intensive public works in the urban transport and urban works and services sectors. In the transport sector, routine maintenance activities have focused on simple road maintenance, including waste collection and environmental protection activities, such as vegetation control and drain cleaning. The work activities performed by youth have been supervised by contractors.  

The experience in using contractors to oversee labor intensive activities in the transport sector has yielded mixed results. The findings of the roads conditions survey carried out in 2012, indicated that the estimated 1100+ kilometers of total road length within the National Capital District (NCD) was overestimated. The firm instead identified a total network length of approximately 600–700 km of which approximately 121 km was found to be suitable for labor intensive maintenance under the project. 

To date, a total of 9 small waste collection and drain clearing contracts, ranging between PGK50,000 to PGK300,000 in value have been procured through Shopping (ITQ–“Invitation to Quote”).  Of these, 6 have already been completed and one terminated during the pilot period.  Between December 2012 and January 2013, the project launched 4 tenders through National Competitive Bidding (NCB) procedures for road and drainage maintenance work in Kila Kila / Kaugere Boroko, Gerehu and Taurama.  While the response from the market was reasonable, only and 2 of the 4 contracts were awarded.  The remaining 2 tenders were unsuccessful, as bids were assessed to be non-responsive. To further encourage interest, the minimum amount for services provided was lowered to PGK200,000 and the credit facilities/liquid assets criterion to PGK30,000. This is expected to attract more competition, resulting in a larger pool of eligible bids.  

The approach of using contractors to supervise youth trainees that have been pre-selected by the project is a relatively new concept in Papua New Guinea (PNG); and the effort required to calibrate qualification levels and build the capacity of some of the smaller contractors has been high. However, more importantly, the wage transfer effects (per beneficiary and labor day) and overall efficiency of implementing sub-projects through contractors has been lower than expected due to high overhead costs charged by contractors. The higher ratio of non-labor (approximately 60 percent) to labor inputs (approximately 40 percent) by contract could therefore undermine the project’s ability to ensure that the majority of benefits accrue to youth.

To address these concerns, and partly mitigate further potential delays in the mobilization of contracts, the project will also work directly with communities to identify suitable sub-projects, form groups and supervise short-term employment opportunities for youth engaged under the YJC. Infrastructure maintenance and urban works and services carried out by youth groups will include, inter alia, waste collection, brushing of road sides, parks and other public areas, the restoration of footpaths and repair of drainage systems.  In addition to strengthening community participation in sub-project identification, implementation and service delivery, this approach is expected to improve the targeting of youth, generate further labor days in addition to those being generated through the pipeline of works contracts as well as improve the cost efficiency of the wage transfer under the YJC as the contract overhead and transaction costs will be substantially reduced. NCDC will carry out pilot activities and revise the Project Operations Manual.

[bookmark: _Toc257726062]
[bookmark: _Toc364695833]APPRAISAL SUMMARY

Economic and financial analysis

The proposed changes will affect the impact of the transfers in households in two main ways. First, the reduction in total labor days from 480,000 to 300,000 will lead to a corresponding 37.5 percent reduction in the amount transferred to disadvantaged youth, reducing the total impact of the program on poverty. The absolute reduction in the amount of cash stipends transferred to poor youth depends on how the extent the program is targeting poor youth, and the net gain in income that participants enjoy, after taking into account the income they are foregoing from participating in the program. Based on data from the first four intakes, it is estimated that at 30 percent of those participating in the program are likely to be from poor households. With respect to foregone income, the original appraisal, based on international experience, assumed that the net benefit of the program to participants, after accounting for their opportunity cost of participating, would be about half of the transfer amount. However, given that earnings opportunities are limited in PNG, the foregone income could be substantially lower. Under strong assumptions, the appraisal for the Rapid Employment Project in the Solomon Islands estimated foregone income at 15 percent. Under the same scenario, and assuming that 30 percent of the benefits go to the poor, a reduction from 480,000 to 300,000 labor days will reduce the amount of stipends transferred to the poor by about PGK600,000 over the life of the project.  

The second change that could affect the project’s impact on poverty is the move to a community-based targeting approach. This has the potential to improve the targeting performance of the program, which would partially offset the effect of the reduction in labor days on poor households. For example, if recruiting is improved such that 40 percent of the participants are poor instead of 30 percent, halving the number of labor days would be reduce the transfer to poor households by only a third, from 2 to 1.3 million PNG Kina. It is important to note that the stipends alone do not indicate the full benefit ratio, which would include other benefits that accrue from training, such as access to the formal banking systems, a mobile phone, work experience and other social benefits. 

Improved data on a small sample of participants and controls will be collected and available prior to the Mid Term Review (MTR) of the project. This will help generate estimates of foregone income, as well as impacts of the program on other outcomes that will help to better assess the benefits of Component 1.

Environmental and Social Analysis

The project is classified as “Category B” and this remains unchanged. Overall, the project has brought about positive social and environmental impacts such as job and income creation, improved local sanitation, vegetation control and waste collection.  Negative impacts of project activities have been recorded in project documents or those observed during implementation support missions were mainly temporary and minor. The project’s Environmental and Social Management Framework (ESMF) has been generally adhered to; although it was agreed to that some aspects of environmental supervision, such as greater enforcement of occupation health and safety issues, need to be enhanced.  As a result, the ESMF was updated in June 2013 to provide clearer technical guidance on practical implementation needs. For example, improved forms and instructions have now been included to facilitate the preparation of Environmental Management Plans (EMP) for each subproject. In addition, the inclusion of environmental awareness raising activities under project combined with enhanced community participation in the planning and implementation, is expected bring about improved and more sustainable environmental outcomes at the subproject level. 
The proposed restructuring detailed in Section C of this Restructuring Paper is not expected to lead to any changes in the type, scale or locations project investments or engage any new project stakeholders. As such, no additional safeguards policy would be triggered in the restructuring and the potential negative impacts and risks associated with the restructuring can be managed under the ESMF.  Minor updates on implementation arrangements will be included as part of the next periodical update of the ESMF.  
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[bookmark: _Toc257726063][bookmark: _Toc364695834]ANNEX 1
Results Framework and Monitoring
PAPUA NEW GUINEA:  URBAN YOUTH EMPLOYMENT PROJECT


	
	Project Development Objective (PDO): The project’s development objectives are to provide urban youth with income from temporary employment opportunities and to increase their employability.



	
	Revised Project Development Objective: N/A



	PDO Level Results Indicators*
	Core
	D=Dropped
C=Continue
N= New
   R=Revised
	Unit of Measure
	Baseline
	
	Cumulative Target Values**
	Frequency
	Data Source/
Methodology
	Responsibility for Data Collection

	
	
	
	
	
	YR 1
(2012)
	
YR 2
(actual, to date)
	YR 3
	YR4
	YR5
	
	
	

	Indicator One:
At least 300,000 days of workfare completed by youth on the YJC over the course of the project.

	|_|
	R
	Numbers
	0
	6,485
	19, 315 of 50,000
	125,000
	250,000
	300,000
	Annual
	QPRs, MRS
	NCDC

	Indicator Two:
At least 50% of OJT beneficiaries receiving project funds increase their income by at least 20% with reference to a control group.
	|_|
	C
	Percentage
	0
	Not yet available
	
	
	
	20%
increase
	At the end of Year 2 and 4
	Baseline Survey and Short and Long Term Impact Surveys
	NCDC and Consultant Firm

	Indicator Three:
Three months after graduation, the percentage of OJT with a job (salaried or otherwise) is 10 percentage points higher than comparable controls
	|_|
	C
	Percentage
	0
	Not yet available
	
	
	
	10%
increase
	At the end of Year 2 and 4
	Baseline Survey and Short and Long Term Impact Surveys
	NCDC and Consultant Firm

	: 
	
	
	
	
	
	
	
	
	
	
	
	

	
	INTERMEDIATE RESULTS

	
	Intermediate Result (Component One): Provide youth with short-term employment

	
	Revised Intermediate Result (Component One):

	Intermediate Result indicator One:
Number of direct project beneficiaries
	|_|
	C
	Number
	0
	614
	
	
	10,500
	
	Quarterly
	QPRs, MRS
	NCDC

	Intermediate Result indicator Two:
Percentage of beneficiaries whose estimated economic welfare falls in the bottom 40% of the National Capital District.
	|_|
	R
	Percentage
	0
	25%
	40%
	50%
	50%
	
	Semi-Annual
	Eligibility Screening Survey and Household Income Expenditure Survey
	NCDC and Consultant Firm

	Intermediate Result indicator Three:
Percentage of beneficiaries who are female
	|_|
	C
	Percentage
	0
	35%
	
	
	33%
	
	Quarterly
	QPRs, MRS
	NCDC

	Intermediate Result indicator Four:
Percentage of beneficiaries who are Motu-Koitabuan
	|_|
	C
	Percentage
	0
	26%
	
	
	10%
	
	Quarterly
	QPRs, MRS
	NCDC

	Intermediate Result indicator Five:
Percentage of Community Leaders who report that youth are less likely to be engaging in criminal or anti-social activity
	|_|
	C
	Percentage
	0
	Not yet available
	
	
	50%
	
	At the end of Year 2 and 4
	Community Leaders Survey
	NCDC

	Intermediate Result indicator Six:
Percentage of target routine road maintenance plan achieved and certified as completed
	|_|
	D
	
	
	
	
	
	
	
	
	
	

	Intermediate Result indicator Seven:
Bid documents are prepared and awarded in a timely manner and in accordance with the schedule specified in the procurement plan

	|_|
	D
	
	
	
	
	
	
	
	
	
	

	Intermediate Result indicator Eight:
Annual work plans, budgets and procurement plans are prepared and submitted to IDA in a timely and satisfactory manner
	|_|
	D
	
	
	
	
	
	
	
	
	
	

	:
	
	
	
	
	
	
	
	
	
	
	
	

	
	Intermediate Result (Component Two): Increase the general skills and knowledge of beneficiaries through market-oriented job training

	
	Revised Intermediate Result (Component Two):

	Intermediate Result indicator One:
Number of beneficiaries graduating from OJT
	|_|
	C
	Number
	
	Not yet available
	150
	
	
	2,400
	Quarterly
	QPRs, MRS
	NCDC

	Intermediate Result indicator Two:
Percentage of Employers and Contractors who report that the Basic Life Skills Training and Pre-Employment Training are relevant to their work
	|_|
	C
	Percentage
	
	Not yet available
	Not yet available
	
	
	60%
	At the end of Year 2 and 4
	Short and Long Term Impact Surveys
	NCDC and Consultant Firm

	Intermediate Result indicator Three:
Percentage of beneficiaries who report an increase in knowledge, skills and confidence to participate in the labor market.
	
	C
	Percentage
	
	Not yet available
	Not yet available
	
	
	60%
	At the end of Year 2 and 4
	Short and Long Term Impact Surveys
	NCDC and Consultant Firm

	
	
	
	
	
	
	
	
	
	
	
	
	

	:
	
	
	
	
	
	
	
	
	
	
	
	




*Please indicate whether the indicator is a Core Sector Indicator (see further http://coreindicators)
**Target values should be entered for the years data will be available, not necessarily annually






ANNEX 2
Operational Risk Assessment Framework (ORAF)
PAPUA NEW GUINEA:  URBAN YOUTH EMPLOYMENT PROJECT
Stage: Implementation

	Papua New Guinea: Urban Youth Employment Project (P114042)

	.

	.

	Project Stakeholder Risks

	Stakeholder Risk
	Rating 
	Moderate

	Risk Description:
	Risk Management:

	The NCDC and other partner agencies including DNPM and DoT have demonstrated a strong commitment Project.  However, past experience indicates that inter-agency coordination at the national levels can be challenging.
	The Project Steering Committee, comprised of public, private and CSO representatives provides the basis for shoring up political support and commitment to the Project and is operating on a regular basis.  PSC meetings are progressing satisfactorily.

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

	
	Client
	Completed
	Implementation
	[image: ]
	31-May-2011
	

	Implementing Agency (IA) Risks (including Fiduciary Risks)

	Capacity
	Rating 
	Substantial

	Risk Description:
	Risk Management:

	NCDC had no previous experience with financial reporting or disbursement procedures for IDA projects.  Weak institutional capacity slows implementation and undermines positive potential of project.
	Linkages with technically supported units in NCDC (e.g., waste management and social services divisions), financing of additional technical support and of incremental project staff; Bank to provide supplementary support through PNG LNG EFO.

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

	
	Both
	In Progress
	Implementation
	[image: ]
	
	

	Governance
	Rating 
	Substantial

	Risk Description:
	Risk Management:

	The high degree of social stratification and persistence of the “wontok” system create the risk of elite capture of the Project’s resources.  This may skew and limit access and benefits to targeted groups, including poor youth and women.
	Significant investments have been made to ensure that transparent and inclusive planning and tender processes are established. Routine community consultations have been carried out to announce the project’s activities, list of works and rules of participation.  These processes would be augmented by further training to the project’s participants; and monitoring and certification of sub-project activities.  Additional controls exist through regular monitoring, IDA supervision and independent auditing. Finally, the project includes geographic targeting in areas that have a higher poverty density as well as a self-selection mechanism for the poor by setting an appropriate Project wage rate. Significant investments have been made to ensure that transparent and inclusive planning and tender processes are established.  Routine community consultations have been carried out to announce the project’s activities, list of works and rules of participation.  These processes would be augmented by further training to the project’s participants; and monitoring and certification of sub-project activities.  Additional controls exist through regular monitoring, IDA supervision and independent auditing. Finally, the project includes geographic targeting in areas that have a higher poverty density as well as a self-selection mechanism for the poor by setting an appropriate Project wage rate. Project will continue to monitor targeting effectiveness.

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

	
	Client
	In Progress
	Implementation
	[image: ]
	
	

	
	Risk Management:

	
	Authorization and payment processes are clearly segregated.  Ensure that project audits and IFRs routinely submitted on time.

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

	
	Client
	In Progress
	Implementation
	[image: ]
	
	

	Project Risks

	Design
	Rating 
	Substantial

	Risk Description:
	Risk Management:

	Project design is somewhat complex as it requires a high degree of intermediation from the Project Management Unit.
	Organize workshop with all project contractors to clarify implementation arrangements.  Establish and adjust standard operating procedures.

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

	
	Client
	Completed
	Implementation
	[image: ]
	30-Jul-2012
	

	Social and Environmental
	Rating 
	Substantial

	Risk Description:
	Risk Management:

	Work to date has focused on simple waste collection and drain cleaning so environmental impacts are expected to be minimal.  The project has triggered the IP policy (OP/BP 4.10).  In accordance with this policy, elements of an IP Plan have been integrated into the project's design.
	EMSF and IP notification disclosed.  Environmental screening routinely administered on all pilot sub-projects.  Review complaints handling mechanism and community consultation records.

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

	
	Bank
	Completed
	Implementation
	[image: ]
	16-Mar-2012
	

	Program and Donor
	Rating 
	Low

	Risk Description:
	Risk Management:

	Project includes donor funding from the Republic of Korea and PNG LNG (ESSO Highlands).  No major risks identified.
	

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

	
	
	
	
	[image: ]
	
	

	Delivery Monitoring and Sustainability
	Rating 
	Moderate

	Risk Description:
	Risk Management:

	Contractors do not submit important monitoring/participation data in a timely manner.
	Payment schedule linked to timely submission of monitoring data. Penalty clauses inserted into works contracts.

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

	
	Client
	Completed
	Implementation
	[image: ]
	31-Oct-2012
	

	Other (Optional)
	Rating 
	

	Risk Description:
	Risk Management:

	
	

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

	
	
	
	
	[image: ]
	
	

	Other (Optional)
	Rating 
	

	Risk Description:
	Risk Management:

	
	

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

	
	
	
	
	[image: ]
	
	

	Overall Risk

	Overall Implementation Risk:
	Rating 
	Substantial

	Risk Description:
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