Summary of EB 2007/92/ R.23: Market-oriented Smallholder Agriculture Project – Angola
Executing Agency: Ministry of Agriculture
Total Project Cost: US$49.48 million
Amount of IFAD loan: SDR …million (equivalent to approximately US$8.2 million)

Introduction: The Executive Board is invited to approve the recommendation for the proposed loan to the Republic of Angola for the Market–oriented Smallholder Agriculture Project.
Main Development Opportunity: After almost three decades of war, peace in Angola has opened the way for reconstruction. Although most smallholders are currently producing at the subsistence level, and the incidence of poverty and food insecurity is high, there is significant potential for production increases, both in terms of expanding the average cultivated area per farmer and increasing productivity per unit of labour. (para 1)
Proposed Financing: It is proposed that IFAD provide a loan to the Republic of Angola in the amount of SDR … million (equivalent to approximately US$8.2 million) on highly concessional to help finance the Market-oriented Smallholder Agriculture Project. The loan will have a term of 40 years, including a grace period of 10 years, with a service charge of three fourths of one per cent (0.75 per cent) per annum. Funds will flow from IFAD, the World Bank and Japan’s Policy and Human Resource Development Fund to separate special bank accounts to be opened by the Ministry of Finance and operated according to standard financial regulations. The project will be supervised by the World Bank, with IFAD participation supervision missions (para 2 - 6)
Governance: Good governance in the project will be assured through competitive bidding for contracts and through transparent administrative and financial procedures. (para 8)

Target Group and participation: Some 126,000 households (an estimated 830,000 beneficiaries) in the area are expected to be direct project beneficiaries. A large proportion of these households consist of recently returned internally displaced persons who have taken up farming as a means of providing for their livelihoods. The targeting approach points towards the Central Highlands and transitional zones, an extremely poor area of Angola – with 80 per cent of the total national food-insecure population and 68 per cent of its highly vulnerable population – but also one with significant potential for long-term sustainable development. (Para 9-11)

Develop objectives: The project’s development objective is to increase the agricultural production of rural smallholders in selected comunas and municípios in the provinces of Bié, Huambo and Malanje. Specific policy and strategy planning and formulation units of the Ministry of Agriculture and Rural Development and other relevant institutions will be provided with skills and equipment to carry out their functions and develop an appropriate policy framework for agricultural intensification and marketing. The project is in line with IFADs Strategic Framework 2007-2010 on strengthening the capacity of the rural poor and their organizations and increasing their access to markets. (Para 12 – 14)

Components: The project has three components: (i) capacity-building; (ii) agricultural investment support; and (iii) project management.
Management, implementation and partnerships: The Ministry of Agriculture and Rural Development will be responsible for overall project implementation, in full consultation with the other ministries at the national level, in order to ensure that project activities are consistent with national policies. (para19)
Economic and financial viability: Depending on location and levels of benefits, the financial net return per smallholder household day of on-farm labour will increase from US$1.5-US$2.4 in the situation without the project to US$2.6-US$6.4 with the project. (para 25)
Innovations in the context of Angola include the establishment of community-driven participatory processes to identify local needs for small-scale agricultural investments, which will be funded through matching grants; capacity-building of private-sector service providers and improved linkages with other development, interventions, particularly those supporting decentralization. Gender-sensitive design includes budgeting for childcare to enable women to attend training courses. (para 27)

Scaling Up Approach: The project will promote a participatory approach to small-scale agricultural investments. Successful elements will have the potential to be adopted in other municípios and provinces.(para 28)

Main Risks: One risk faced by the project is the implementing agency’s lack of previous experience in procurement and contract management procedures. This will be mitigated by recruiting a procurement specialist and by focusing on training PIU/PPIU and ADI staff. Another risk is related to the management of the matching grants. This will be mitigated by establishing low ceilings, decentralizing decision-making to provincial level, not granting funds to individuals, involving beneficiaries in decision-making (including in the choice of subprojects), and providing effective supervision and monitoring to ensure that benefits reach the intended target group. (para 29)
Sustainability: Project investments are demand-driven and the capacity of project beneficiaries will be strengthened to manage them, including by providing short-term technical assistance where necessary. (para 31)
