EB 2009/98/R.31 Proposed loan and grant to the Kingdom of Cambodia for the Tonle Sap Poverty Reduction and Smallholder Development Project
I. The project

The project will assist local communities in: (i) establishing livelihood improvement strategies for resource-poor farming households; (ii) enhancing the productivity of these households and diversifying household economic activities through improved productive service delivery and integrated farming systems; (iii) creating on- and off-farm livelihood opportunities; and (iv) developing access to markets through improved rural infrastructure. [par.1]

Proposed Financing

Initiating institution: Asian Development Bank (AsDB)

Borrower/Recipient: Kingdom of Cambodia

Executing agency: Ministry of Agriculture, Forestry and Fisheries

Total project cost: US$55.30 million

Amount of IFAD loan: SDR 4.25 million (equivalent to approximately US$6.69 million)

Amount of IFAD grant: SDR 4.25 million (equivalent to approximately US$6.69 million)

Terms of IFAD loan: 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

Cofinancier(s): AsDB Government of Finland
Amount of cofinancing: AsDB: US$3.40 million (loan) AsDB: US$27.30 million (grant)
Government of Finland: US$5.74 million (grant)

Contribution of borrower: US$5.47 million

Appraising institutions: AsDB and IFAD

Cooperating institution: AsDB

Target Group 

The project will benefit about 630,000 households. The project will target: (i) poorer villages where there is potential for increasing agricultural productivity; and (ii) within the target villages, resource-poor households identified through participatory wealth-ranking exercises. [par. 9-10]
Development objectives: improve the livelihoods of the resource-poor households in the four target provinces in the Tonle Sap basin by 2020. [par.12]
Components and expenditure

The project has three components: (i) commune development; (ii) improved agricultural policy environment; and (iii) effective project management. The main expenditure categories are: civil works (21.2 per cent); livelihood group inputs (11.9 per cent); extension services (15.0 per cent); rural information and communication technology (11.6 per cent); equipment, vehicles and furniture (3.5 per cent); capacity development and training (3.4 per cent); surveys, monitoring and auditing (4.5 per cent); consulting services (8.5 per cent); incremental staff (14.0 per cent); and operation and maintenance (6.4 per cent). [par.17-18]

Benefits and economic and financial justification
The main project benefits include: (i) incremental benefits from higher yields and improved productivity of crops and livestock; (ii) increased gross margins from improved market access and diversification; (iii) social and economic empowerment of the men and women in the target population, farmers’ organizations and local communities through capacity-building and self-help groups; (iv) reduced incidence of poverty as a result of project assistance targeting the poor; (v) increased access to affordable capital to enhance productivity; (vi) greater asset accumulation through the adoption of alternative livelihood opportunities; (vii) better awareness among project and agency staff of gender issues; (viii) more effective governance at the provincial, district, commune and village levels; (ix) improved rural infrastructure to enhance productivity and market links; and (x) greater capacity of national and sub-national stakeholders to implement decentralization and deconcentration policies in agriculture and rural development. [par.24]

Main risks and mitigation measures

The project faces the following main risks: (i) the Government's commitment to maintaining an optimal enabling policy and institutional environment to support accelerated agricultural growth could diminish in the face of other development priorities during the project implementation period; (ii) underperforming commune councils could impact project outcomes negatively; (iii) farming communities are traditionally risk-averse and cautious about change; and (iv) unexploded ordnance (UXO) clearance could be needed in the project area. The proposed mitigation measures include: (i) assisting the Government to address priority policy and

institutional reforms to ensure continued support for smallholder agricultural development; (ii) providing resources to support additional technical staff in assisting commune and district councils to strengthen their capacity to perform their functions effectively; (iii) working with the Cambodian Agricultural Research and

Development Institute, the Ministry of Agriculture, Forestry and Fisheries and private traders to improve input supply, and establishing a new partnership among farmers’ groups and microfinance institutions to improve access to rural financial services; and (iv) establishing the non-existence of mines and UXOs, which will be one of the criteria for the selection of subproject sites, especially for rural infrastructure works and land improvements, with a provision in future contracts that in the event of UXO clearance becoming necessary, the services of a reputable and experienced mine security organization will be engaged to carry out the clearance and then certify that the subproject area is clear of UXOs.

Sustainability

The project focuses on strengthening the capacity of target group members and on developing sustainable village-level institutions that can operate without assistance at the end of the project, through activities such as: (i) establishing farmers’ groups and associations that can operate revolving funds and obtain services and technical support from public and private service providers; (ii) training village animal health workers and creating district associations to provide services for livestock health and vaccination to farmers on a fee-paying basis; (iii) training commune and village extension workers to provide services to farmers; and (iv) providing market information to orient the farmers to produce for the markets.

Recommendation

It is recommend that the Executive Board approve the proposed financing in terms of the following resolution:

RESOLVED: that the Fund shall make a loan on highly concessional terms to the Kingdom of Cambodia in an amount equivalent to four million two hundred and fifty thousand special drawing rights (SDR 4,250,000) and upon such terms and conditions as shall be substantially in accordance with the terms and conditions presented herein.

RESOLVED FURTHER: that the Fund shall provide a grant to the Kingdom of Cambodia in an amount equivalent to four million two hundred and fifty thousand special drawing rights (SDR 4,250,000) and upon such terms and conditions as shall be substantially in accordance with the terms and conditions presented herein.
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