EB 2009/97/R.19: Proposed supplementary loan to the Republic of Uganda for the Community Agricultural Infrastructure Improvement Programme

Main development opportunity addressed by the programme

The Community Agricultural Infrastructure Improvement Programme (CAIIP), approved in September 2007 by IFAD, is promoting local economic development by scaling up the approach used under a predecessor programme to support infrastructure development for district and community access roads and the provision of agroprocessing equipment. One of the most important lessons learned is that for community maintenance to be effective, rural roads should be built to all-weather standards. The purpose of the proposed supplementary loan is to ensure that the rural roads constructed meet all-weather standards.

Proposed financing

Terms and conditions: It is proposed that IFAD provide a supplementary loan to the Republic of Uganda in the amount of approximately US$17.0 million, on highly concessional terms, to help finance CAIIP. The loan will have a term of 40 years, including a grace period of 10 years, with a service charge of three fourths of 1% (0.75%) per annum.

Governance: The programme facilitation team (PFT) will be responsible for implementing the proposed programme. The PFT will maintain financial records and submit regular quarterly progress reports. Audit reports will be prepared by the Office of the Auditor General of Uganda.

Target group and participation

The programme will cover 26 districts in central and eastern Uganda, representing about 27% of the land area of the country. In accordance with the IFAD

Policy on Targeting, the choice of districts has been based on poverty criteria, geographical contiguity and the availability of other donor funding. These districts are poorer than the national average as measured by the United Nations Human Poverty Index. 

Participation: The programme will finance community mobilization activities to promote active community participation in the selection and implementation of local area infrastructure development, particularly the development of rural access roads and market centres. Appropriate organizational committees will ensure the maintenance and operation of community investments. 

Harmonization and alignment

The Poverty Eradication Action Plan provides the overall strategic framework for the

Government’s poverty reduction approaches. It is supported by the Plan for Modernisation of Agriculture (PMA). CAIIP is contributing to the overall goal of the LGSIP, namely local economic development. The programme was designed by the AfDB within the existing overarching poverty frameworks for Uganda.

Benefits and economic and financial justification

Rural road improvement will reduce transit time and transport unpredictability, while investment in agroprocessing will bring down post-harvest losses and improve produce quality. Better transport results in time savings for households thus allowing improved school attendance as there is less need for children’s farm labour.

Economic and financial viability: The programme’s main financial benefits will be increased farm gate prices. In financial terms, farm incomes are expected to rise by about 50 per cent. The economic rate of return for the programme is over 22%.

Main risks

The programme faces two main risks. First, communities may not maintain the infrastructural facilities provided. Second, district and subcounty staff may not provide the necessary technical support to the communities. 

Sustainability

By improving construction standards the supplementary loan will reduce the need for major maintenance, which is beyond the capacity of communities. The sustainability and maintenance of market centres will be ensured by committees put in place and through the collection of market dues, produce exit permits and trading licences.
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