EB 2009/97/R.20: Proposed loan to the Republic of Zambia for the

Smallholder Agribusiness Promotion Programme

Main development opportunity addressed by the programme

The programme is a public-private endeavour to reduce rural poverty by stimulating rural economic development through the transformation of small-scale producers into profitable farmers. It will seek to improve the effectiveness of policies and practices related to agribusiness and marketing, and to accelerate growth in agribusiness based on small-scale producers. The programme will adopt a two- pronged approach that combines (i) direct interventions at critical points in value chains to connect small-scale farmers with input suppliers and markets, and

(ii) initiatives to address weaknesses in the enabling environment for rural commercial development.

Proposed financing

Terms and conditions: It is proposed that IFAD provide a loan to the Republic of Zambia in the amount of approximately US$17.2 million on highly concessional terms to help finance the Smallholder Agribusiness Promotion 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 1% (0.75%) per annum.

Governance: The IFAD country programme management team, with the support of the country officer, is engaged in ensuring proper loan administration and financial management processes are in place and followed by all projects, consistent with IFAD guidelines and government systems, where applicable.

Target group and participation

The target population consists of around 30,000 small-scale farming households. Most of these are small-scale farmers, about 80 per cent of whom are poor and 66 per cent extremely poor. The target households already engage in some market-oriented production and need assistance in improving their marketing operations, diversifying production, and processing and value-adding. More than half of the direct beneficiaries will be women.

Participation: The value chain analysis has been designed as a participatory process that involves stakeholders at each stage, including in the development of intervention plans. 
Harmonization and alignment

The programme is a practical vehicle for the policy stance of the Government supporting the reduction of poverty through smallholder commercialization and targeted support for agribusiness and marketing, in conjunction with private-sector partners. 
Benefits and economic and financial justification

The primary beneficiaries will be around 24,000 rural households who receive assistance in adopting improved agronomic packages and developing forward and backward linkages to markets and input suppliers. At the household level, the programme will provide support in some or all of the following: (i) acquiring the inputs and technologies necessary to achieve higher yields of better quality produce; (ii) adding value to produce in situ through processes including aggregation, sorting, grading, drying and storage; (iii) making better commercial decisions on the basis of more timely and accurate market information; (iv) obtaining higher and more stable prices through participation in contract farming and/or outgrower arrangements; and (v) gaining access to financial and technical support services.

Economic and financial viability: The economic rationale of the programme hinges on: (i) reducing the high transaction costs of marketing in a highly fragmented smallholder system; (ii) adding value to farm produce through simple processes and identifying new products and markets; (iii) improving agricultural productivity and product quality; and (iv) addressing constraints in the enabling environment that affect rural commercial activity.

Main risks 

The programme is regarded as only moderately risky. In addition, it will be executed by the same institution, using the same implementation modalities, and draws on lessons learned from a number of comparable initiatives. The risks and appropriate mitigation measures have been well identified, incorporated and described in the programme design document.

Sustainability

Commercial incentives and private-sector participation are the key to sustainability. Environmental sustainability will be addressed in the commodity selection process, and by implementing agronomic interventions within a conservation agriculture framework.
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