Summary of EB 2007/92/2.22 Rural Micro-enterpise Development Programme – Federal Republic of Nigeria
Executing Agency: Small and Medium Enterprises Development Agency of Nigeria, Federal Ministry of Commerce and Industry
Total Programme Cost: US$57.9 million
Amount of IFAD loan: SDR … million (equivalent to approximately US$42.76 million) 

Amount of IFAD grant: SDR … million (equivalent to approximately US$0.4 million)
The Executive Board is invited to approve the recommendation for the proposed loan and grant to the Federal Republic of Nigeria for the Rural Microenterprise Development Programme. 
The Programme

Development Opportunity: The proposed Rural Microenterprise Development Programme will assist in strengthening the National policy for Micro- Small and Medium Enterprises and support the country in its pursuit of rural poverty alleviation by orienting the national micro-enterprise development strategy towards rural areas. The programme seeks to take advantage of opportunities available to boost rural microenterprises to improve off-farm incomes and livelihoods of poor households, particularly those with limited or no access to agricultural land. (para 1)
Financing: It is proposed that IFAD provide to the Federal Republic of Nigeria a loan in the amount of SDR … million (equivalent to approximately US$42.76 million), on highly concessional terms, and a grant in the amount of SDR … million (equivalent to approximately US$0.4 million) to help finance the Rural Microenterprise Development Programme. 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 (para 2)
Flow of Funds: The lead implementing agency – the Small and Medium Enterprises Development Agency of Nigeria (SMEDAN) – will open a special account in a commercial bank satisfactory to IFAD. Funds will be made available to implementing agencies, based on approved annual workplans and budgets, from the programme account and will be replenished based on IFADs procedures for operating special accounts. (para 5)
Target Group and participation:  Overall, an estimated total of 123,000 households or 740,000 people will directly and indirectly benefit from the programme, comprising of poor people, woman-headed households, unemployed young people from vulnerable families, and the physically challenged. Target communities, NGOs and members of business organizations will collaborate with SMEDAN to benefit from and develop community-based business information centres. (para 9 -11)
Development objectives:  The overall objective is to improve the incomes, food security and livelihoods of rural poor households particularly those with limited or no access to agricultural land. The programme is also in line with the country strategic opportunities paper for Nigeria approved in 2001.(para 12-14)
Harmonization and alignment: The programme is consistent with the national development priorities of promoting the development of micro-, small and medium enterprises, raising agricultural productivity and enhancing employment opportunities. (para15)
Management, implementation responsibilities and partnerships: The lead agency will be SMEDAN, under the Federal Ministry of Commerce and Industry. SMEDAN will coordinate programme implementation including financial management and control. The oversight functions at the national and state levels will be carried out by a national steering committee and state coordinating committees respectively. An internationally recruited chief technical adviser will assist SMEDAN for 15 months with overall planning; development of training materials; recruitment of local service providers and short-term consultants for business development services; expediting programme start up; and the design of monitoring and evaluation systems. (para 19-23)
Benefits and economic and financial justification: The programme benefits will include: (i) expansion of rural microenterprises; (ii) rural employment generation; (iii) capacity-building of public and private sector institutions to provide business development services; (iv) improved technologies for rural microenterprise development; and (v) better access to finance. It is expected that beneficiaries will have on average a return to labour of at least five times the community cost of labour in rural areas. The economic internal rate of return has been estimated at 15.5 per cent. (para 24 – 25)
Main Risks: The main risk is that the outputs of rural microenterprises will be in little demand as a result of poor product quality and limited market access. To mitigate this, enterprises will be market-driven; the quality of products will be enhanced through technical training, the updating of production technologies and development of quality assurance and certification processes; and market linkages will be improved. This risk will be further mitigated by active support to the linkage between financial and non-financial services in rural areas, the sharing of credit risks through a credit guarantee scheme under the programme, and enhancing enterprise productivity through adoption of suitable technology. Other features of the programme are intensive capacity-building of private and public institutions, use of experienced private-sector service providers; and the limiting of public institution support to areas where they have demonstrated good capacity. (para 29)

Sustainability: Sustainability will be assured through the following measures: (i) ensuring full participation of the key stakeholders in planning, implementation, monitoring and evaluation; (ii) building the capacity of private/public institutions to provide business development services and technical support; (iii) fully integrating the programme within the existing national institutional and policy framework and promoting the collaboration of key institutions with a mandate and capacity for the development of rural microenterprises; and (iv) supporting viable enterprises that will enhance the income of poor people and their ability to pay for services. (para 31)
