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MANAGEMENT POLICY ON LOCAL AND REGIONAL PROCUREMENT (LRP) OF FOOD COMMODITIES





April 8, 2010
I. Preamble

This policy exists in alignment with the food management policy which outlines how World Vision manages food aid. This LRP-policy is to be read and applied in compliance with the Food Management Policy. It is designed to specifically address issues related to local and regional procurement of food as a specialized procurement sector but in compliance with established Partnership procurement policies and procedures (WVI Procurement Manual). This policy complements other policies such as the monetization policy and other documents that are being referred to in this policy document.
II. Principles

1. Local and Regional Procurement is to be done in ways that are consistent with World Vision’s Mission Statement, Core Values and the Ministry Policies on Emergency Relief and Transformational Development to address the needs of the most vulnerable or marginalized groups, such as women and children, disabled and ethnic minorities and is provided without regard to ethnicity, religion, gender or creed in partnership with the local community.
2. LRP is undertaken only in those countries and economic circumstances, and utilizing only such agricultural commodities, and methodologies, that a) minimize the risks of disincentive and disruption to domestic production and markets and b) minimize risk of disruption to regional and international trade of the same or similar commodities.  The assessment of the suitability of LRP as the appropriate intervention will be made after a thorough review of any available market studies including but not limited to Bellmons’
 data that may be available. World Vision may also commission its own study as it sees fit.
3. World Vision considers the option of LRP mainly a) to save lives, LRP may be the quickest and most effective way to respond to a rapid onset emergency or where a break in a food pipeline would result in the loss of lives;  b) where it is the most cost efficient option within a given context. 
4. WV’s “Guidance on Local and Regional Procurement Procedures and Methodologies” provides in-depth technical guidance to LRP processes and is an attachment and reference to this Management Policy document. Where there are more restrictive donor/ Government requirements affecting Local and Regional Purchase of Food Commodities, these will be adopted and applied throughout the procurement process in a particular country.
5. Ethical business principles such as honesty, integrity, accountability and transparency are employed in all agricultural/food commodity LRP projects.

III. Management, legal, finance and risk mitigation

1. The procedures for technical review, contract review and approvals for LRP programs are the same as those outlined in the section “Roles and Responsibilities” in the Management Policy on Food Aid, as well as the WVI Procurement Manual.
2. Because of the significant risks of liability,
 in planning and executing LRP programs, World Vision mitigates against this risk as fully as possible through procurement contract terms that have undergone thorough legal reviews including and FPMG review of the business component and insurance cover etc. Normal contractual approval procedures and limits would still apply.
 
3. Because of the complexity and logistical risks associated with local and regional procurements of food commodities and, the implementing national office is required to inform FPMG and regional leadership immediately when they are contemplating doing any local or regional procurement of food, to keep FPMG informed throughout the process, to ensure FPMG has reviewed and approved the contracts before they are signed and to provide reports in the prescribed formats to FPMG after the LRP is complete. 

4. Grants or funds used for the acquisition of commodities through LRP programs are always regarded as equivalent to cash grants and are accounted for and reported upon with the same degree of rigor.  This principle applies to the agricultural/food commodities themselves up to the point of final distribution. It also implies the same rigor regarding quality standards and regulations related to potential defects or similar product deficiencies identified prior or during distribution of the product, including mechanisms of complaints and return/ complete replacement of the product if such defect is identified. Compliance with Internal World Vision financial, food resource management and auditing standards as well as donor regulations is required.

5. All LRP contracts and agreements are subject to prior legal review by appropriately qualified commercial legal counsel, possibly in multiple countries.  Legal review is coordinated and confirmed by the WVI Global Centre Legal Department.

6. Implementing national offices submit reports on all food commodities acquired locally or regionally for distribution regardless of the funding source as determined by the Food Programming Management group. 
7. World Vision develops its own in-house capacity on LRP or utilizes experienced professional consultants to ensure that LRP programs are implemented and managed to the highest standards, including independent surveyor inspections. 

IV. Cooperating with other NGOs

8. World Vision desires to work in cooperation with its NGO/PVO colleagues by ways and means deemed to serve common interests. 

9. As participating in LRP NGO-consortia increases risk and complexity of the LRP program, World Vision prefers to implement and manage LRP programs as the lead agency.  In all instances, as lead agency or implementing in its own account, World Vision will consider the following issues: a) careful assessment of World Vision’s internal capacity to manage the LRP program, b) the potential for external threats that could disrupt purchases is assessed, and c) there has been careful legal review of the consortium MOU, purchase contracts and other key documents. The SO is charged with the responsibility of ensuring the documents are in line with donor requirements. 
10. Whether World Vision serves as a lead agency or not, World Vision always plays an active and constructive role in all consortia, including attending consortia meetings, reviewing contracts/agreements and exercising close oversight of all consortia activities to ensure that World Vision interests are effectively served and full compliance with donor requirements is assured. In all instances engagement of WVI Legal is mandatory to make a “go/no–go”- determination. 
V. Cooperating with external stakeholders

11. In the case of regional purchases, recognizing the role played by private sector stake-holders, such as growers, processors, transporters, traders, exporters, of the country of purchase and recognizing the legitimate interests of these commercial stake-holders as regards NGO implementation of agricultural/food commodity regional purchase, World Vision cooperates with such stake-holders to the mutual benefit of all concerned.

12. Recognizing that the host governments have legitimate trade policies, commercial and other economic interests, World Vision cooperates fully with host governments and secures their endorsement and support of agricultural/food commodity acquired under LRP initiatives.

13. Recognizing the essential role played by the private sector in recipient countries, and specifically the suppliers of agricultural/food commodities, World Vision complies with contractual terms and shall conduct LRP in a manner best contributing to economic development.
VI. Implementation standards
14. World Vision generally will try and purchase in the most cost effective manner at the lowest possible purchase prices for quality agricultural/food commodities, but also considers the extent to which this principle may be modified by development objectives designed to make affordable food available to targeted project beneficiaries and suppliers, and other similar factors.

15. World Vision conducts LRP (purchases) of agricultural/food commodities in a way that assures the greatest degree of a) open, free and competitive price formation, b) inclusiveness and participation, in particular considering small-scale growers and c) transparency.  Public access to price information is limited only to the extent that the open and free flow of information would compromise the attainment of the best possible purchase prices or otherwise negatively affect the free, fair and competitive nature of the LRP purchase. 

16. Execution of LRP takes place through the most appropriate mechanism possible, including large-lot tender purchases and negotiated contract purchases.  World Vision prefers conducting purchases through mechanisms that target the small/medium scale food growers and trade sectors and conducts purchases in local currency, where possible. Where this is not possible or practical, large-lot tender purchases and negotiated contract purchase agreements are permissible. 
17. Wherever possible, LRP, small or large lot, local or hard currency transactions, are done by means of public tender auction.  Only where public tender auction is not viable (e.g. in state controlled monopolistic markets or where there are a limited number of potential buyers), or where the LRP has a programmatic focus does World Vision execute LRP by other means such as by negotiated sale, barter, exchange, etc.  – In any case, the basic principles and prescribed procedures outlined in the WVI Procurement Manual will have to be followed, and if there is any exemption from these guidelines, the waiver has to be accompanied by a written justification, stating the reasons and the extent to which this waiver is requested for and granted.
18. World Vision employs the most secure delivery mechanisms possible.  Ideally the contract provides that all or a substantial portion of the payment is made only after WV has possession or control of the commodities, wherever possible WV will ensure the commodity is adequately insured to mitigate losses.
19. Where the Sellers require that payment is secured with an irrevocable Letter of Credit or bank guarantee as specified in the contract agreement, this should be drawn upon or confirmed by a bank approved by the Global Treasurer, or respective designates of the funding office, and WVI.  

20. Due to the fact that most LRP’s are conducted in emergencies, World Vision seeks to mitigate the risk associated with non-performance of the seller by insisting on performance bonds or other methods of establishing a lien on the sellers stocks (through framework contracts, where applicable), and where World Vision has adequate assurance from legal counsel that the lien can be enforced (including maintaining priority over other liens), if necessary. 
VII. Restricted commodities

21. Recognizing that the presence of genetically modified agricultural/food commodities can be of concern to governments, and consumers, World Vision will take this into consideration at the program design stage and where genetically modified agricultural/food commodities are not acceptable, World Vision will ensure that sellers fully disclose the presence of genetically modified agricultural materials in purchase agreements, calls for tender and through other means as necessary.
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� The Bellmon analysis is a determination that the monetization of a particular commodity in a country will not result in production or trade disincentives and that adequate storage and transport facilities are available in the country. 


� World Vision applies a “Do-no-harm” approach in market analysis and programme design, which is outlined in the Management Policy on Food Aid, FPMG 2008.


� Due to the sensitivity of working with food, such as compliance of health regulations, phytosanitary requirements, “best-before–dates”, it is prudent to ensure FPMG is kept fully informed throughout the LRP process in order to mitigate risk.


� See “Guidance on LRP Procedures and Methodologies” for further information.
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