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PROJECT SUMMARY

1. Project Overview: The Smallholder Irrigation and Value Addition Project (SIVAP)
will be financed under the Global Agriculture and Food Security Program (GAFSP) Multi-
Donor Trust Fund. SIVAP will be implemented in Karonga, Nkhota-kota, Salima, Machinga
and Chikhwawa Districts, within the green belt zone prioritised for agricultural investments.
Karonga, Salima and Chikhwawa Districts are also under National Adaptation Program of
Action (NAPA). The SIVAP goal is to contribute to food security, increased income levels
and poverty reduction. SIVAP’s objectives are to increase agricultural production and
productivity through intensification of irrigation, crop diversification, value addition and
capacity building. SIVAP has 3 components: (i) sustainable land and water management; (ii)
crop diversification and value chain development; and (iii) institutional strengthening and
capacity building and will be implemented in 5 years, from 2013. The total cost is UA 29.596
(USD 44.65) million. The GAFSP Grant is UA 26.247 (USD 39.60) million (88.6%), ADF
Grant UA 0.253 (USD 0.38) million (0.9%) and GoM and beneficiaries contributions are UA
3.074 (USD 4.64) million (10.4%) and UA 0.022 (USD 0.03) million (0.1%) respectively.
SIVAP will be implemented through GoM’s Agriculture Sector Wide Approach (ASWAp).

2. The Project will benefit 11,368 farm families (>5,600 female headed) from 3,345
hectares (ha) through irrigation farming and 58,700 farm families (>29,300 female headed)
will benefit from rainfed production (16,600 ha). About 436,600 people (>218,300 women)
will indirectly benefit from Project activities through enhanced crop production,
diversification and developing high value chains. The beneficiaries will participate in
supervision, monitoring, evaluation, afforestation activities, matching grant arrangement for
equipment, meetings and trainings. In order to ensure ownership and sustainability, extensive
consultations were made with key stakeholders including participating communities, public
and private sectors and Development Partners (DPs).

3. Needs Assessment: The need for the Project is justified by the priorities in the Malawi
Growth and Development Strategies Il (MGDS II: 2011-2016) which emphasises on
agriculture, food security, irrigation and water development. The Presidential Initiative on
Poverty and Hunger (PIPH: 2012) and the July 2012 Economic Dialogue identify agriculture
as one of the five priorities for economic growth. The Project is a direct response to GoM’s
desire to enhance agricultural productivity by promoting irrigated agriculture.

4. Bank’s Added Value: The Bank has been an active partner in the agricultural sector
and has gained valuable experience especially in irrigation sub-sector. The Bank has adequate
lessons, from the previously funded and on-going Projects, which were used during the
identification and preparation of SIVAP.

5. Knowledge Management: The Project will contribute significantly to the design and
implementation of agricultural interventions within ASWAp arrangement and build the
capacity of the Ministry of Agriculture and Food Security (MoAFS) and other Ministries.
Consequently, useful information will be generated for similar future interventions. SIVAP
will, in addition to irrigation development, focus on agro-processing and value addition
which will provide lessons in the post-harvest management and marketing of various crops to
inform future project designs with agro-processing components. The Bank is key member of
the Donor Committee on Agriculture and Food Security (DCAFS). ASWAp, through the
Bank, will provide information generated from SIVAP to key stakeholders for sharing
knowledge and coalition building.
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RESULTS-BASED LOGICAL FRAMEWORK (PROJECT MATRIX)

Country and Project Name:
Purpose of the project:

RESULTS CHAIN

Indicator (including CSI)

Malawi: (GAFSP) Smallholder Irrigation and Value Addition Project (SIVAP).
To contribute to reducing poverty and ensuring sustainable food security.

PERFORMANCE INDICATORS
Baseline

MEANS OF
VERIFICATION

RISKS/MITIGATION
MEASURES

impact

key
activities

1. Improved food security

1. Average months of household food scarcity

1.1 3.2 months — National (2012)
1.2 Range 2.1 to 5.8 months for SIVAP
Districts (2012 — NSO IHS3

1.1 1.5 months by 2023 (National)
1.2 1.5 months for SIVAP Districts and 0

NSO: Integrated
household surveys
(IHS).

Assumption: Sustained economic
growth and good governance

month for SIVAP Areas by 2020 ASWAp reports
2.1 Increased crop production and 2.1.1 Crop production (t million) Project Area (Baseline: 2012 Project Area (Targets by 2018 Risk: Poor farmer organisation.
2.1.1 Rice (0.095); Cassava (4.6); Soya beans | 2.1.1 Rice (0.1); Cassava (5); Soya beans | MOAFS crop

productivity

2.2 Enhanced income

2.1.2 Crop yield (t/ha)
2.1.3 %age value added for each crop

2.2 Average annual incremental income of farmers

(0.1); Groundnuts (0.4); Pigeon peas (0.23);
Beans (0.13) & Sweet potatoes (2.7).

2.1.2 Rice (1.7); Cassava (22); Soya beans (1);
Groundnuts (1.1); Pigeon peas (1.2); Beans
(0.5) & Sweet potatoes (18).

2.1.3 Rice (5); Cassava (6); Soya beans (3);
Groundnuts (3); Pigeon peas (3); Beans (2) &
Sweet potatoes (3).

2.2.1 USD 280 per farm family

2.2.2 USD 280 per farm family

(0.15); G/nuts (0.5); Pigeon peas (0.3); Beans
(0.2) & Sweet potatoes (3).

2.1.2 Rice (2); Cassava (24); Soya beans
(1.5); Groundnuts (1.5); Pigeon peas (1.5);
Beans (1) & Sweet potatoes (20).

2.1.3 Rice (10); Cassava (20); Soya beans
(20); Groundnuts (10); Pigeon peas (10);
Beans (10) & Sweet potatoes (20).

2.2.1 USD 550 per farm family®.

2.2.1 USD 1,016 per farm family®.

estimates (survey)
reports.

Project reports.
FAO Reports.

Mitigations: Intensify farmer
mobilisation and sensitization.

3. Component 1: Sustainable Land and
Water Management

3.1 Irrigation schemes developed.

3.2 lIrrigation schemes rehabilitated.

4. Component 2: Crop Diversification and

Value Chain

4.1  Seed selection/multiplication promoted.

4.2 Rain-fed cropping supported.

4.3  Agro-processing & value addition
supported.

4.4 Market linkages promoted.

5. Component 3: Institutional Strengthening

and Capacity Building

5.1 Public sector and smallholder farmers
supported.

5.2 M&E system established.

5.3  Project coordination.

3.1 No of new schemes and area (ha) developed.
3.2 No of schemes rehabilitated and area (ha).

4.1 Amount (t) of seeds selected/multiplied.

4.2.1 Rain-fed area (ha) planted to high value seeds
and number of farmers (>50% women).

4.2.2 Length (km) of access roads rehabilitated.

4.3.1 No of agro-processing centres developed.

4.3.2 %age reduction in post- harvest losses.

4.4 No of private sectors/value addition entities
networked.

5.1.1 No of staff and farmers trained (>50% women).

5.1.2 No of WUAs/cooperatives formed.

5.1.3 Malaria & HIV/AIDS awareness supported

5.2 No of M&E systems established and operational.

5.3 Technical Assistance, vehicles and equipment
procured.

Project Area (Baseline: 2012)
3.1  Schemes (0) ; Area(Oha)
3.2 Schemes (0); Area (Oha)

4.1  Groundnuts (DNA); Rice (DNA);
Pigeon peas (DNA); Soya beans
(DNA); Vegetables (DNA); Cassava
(DNA, 1m cuttings) (DNA=Data not
available)

Area (Oha); Farmers (0)
Roads (0)
Centres (0)

G/nuts (15 %); Rice (20%); Pigeon peas
(15%); Soya beans (15%); Vegetables
(20%); Cassava (5%)

4.4 No of marketing networks (0)

5.1.1 GoM staff (0).; Health workers (0); Tech
Support (0); Beneficiaries (0)

5.1.2 WUAs/cooperatives (8)

5.1.3 Farmers (0)

5.2 M&E systems (0)

5.3 GoM staff appointed (0); Assorted
vehicles and equipment (0)

Project Area (Targets by 2018)
3.1 Schemes (12) ; Area (2,050ha)
3.2 Schemes (5) ; Area (1,295ha)

4.1 Groundnuts (306); Rice (352); Pigeon

peas (98); soya beans (45); Assorted

vegetables (2.5) and Cassava (732,000 m)

4.2.1 Area (16,600ha); F (Total: 58,700, M
29,350 & F 29,350)

4.2.2 Roads (50)

4.3.1 Centres (9)

4.3.2 Groundnuts (3.75%); Rice (5%);
Pigeon peas (3.75%); Soya beans
(3.75%); vegetables (5%) and Cassava
(3%)

4.4 No of marketing networks (2)

5.1.1. GoM staff (31) Health workers (100);
Tech Support (1); Beneficiaries (T
225,000, M 112,500 & F 112,500);

5.1.2. WUAs/cooperatives (17)

5.1.3. Farmers (11,368, >50% women)

52  M&E systems (1)

5.3 GoM staff appointed (7); Vehicles and

equipment (assorted)

QPR reports.
Impact surveys.
Audit reports.

Risk: Environmental degradation
and climate change

Mitigation: (i) Promotion of
sustainable land and water
management; and (ii) processing
of generated waste.

Risk: poor performance of
contractors and suppliers.
Mitigation: (i) Provide adequate
training during project launching
(if) use stringent evaluation
method and (iii) follow-up
contract execution

Risk: Inadequate irrigation water.
Mitigation: (i) improve water
management, (ii) plant drought
tolerant crops & (iii) reduce
irrigable area

Risk: Land Conflict:

Mitigation: scheme land issues
already sorted by SCPMP/GoM.
Rainfed, no land reallocation.

Components:

Component 1: Sustainable Land and Water Management = UA 19.269 million (65.1%)
Component 2: Crop Diversification and Value Chain Development = UA 4.888 million (16.5%)
Component 3: Institutional Strengthening and Capacity Building = UA 5.439 million (18.4%)

Input:

Total project cost: UA 29.596 million (USD 44.65 million)

GAFSP Grant: UA 26.247 (USD 39.60) million (88.6%); ADF Grant: UA 0.253 (USD 0.38) million (0.9%);
GoM: UA 3.074 (USD 4.64) million (10.4%); Beneficiaries: UA 0.022 (0.03) million (0.1%)

! Target by Government under ASWAp.
2 Target for Project Area (Irrigation Schemes).
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PROJECT TIME FRAME/IMPLEMENTATION SCHEDULE

Z
o

Description of Activities

Project Year

PYO

PY1 PY2 PY3

PY4

PY5

Appraisal Mission

Loan/Grant Negotiations

Board Approval

Signature

Appointment of GoM Project Staff

Fulfilment of Loan Conditions

Advance Procurement (TA: Design)

OINOOO OB WN -

Project Launch/Start Off

Comp 1: Sustainable Land and Water Management

9

Development of New Irrigation Schemes

10

Rehabilitation of Existing Irrigation Schemes

Comp 2: Crop Diversification and Value Chain Development

11

Seed Selection and Multiplication

12

Rainfed Cropping

13

Agro-Processing and Value Addition

14

Support to Market Linkages

Comp 3: Institutional Strengthening and Capacity Building

15

Support to Public Sector

16

Support to Farmer Organisations

17

Monitoring and Evaluation

18

Project Coordination

19

Baseline Survey

20

Beneficiary Impact Assessment

21

Environmental Audit

22

Financial Audit

23

Bank: Supervision Mission

24

Bank: Mid-Term Review Mission

25

Bank: Project Completion Mission

Notes:

Comp 1 = Component 1 PY1 = Project Year 1
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REPORT AND RECOMMENDATION OF THE MANAGEMENT OF THE ADB GROUP
TO THE BOARD OF DIRECTORS ON A PROPOSED GRANT AND LOAN FOR THE
MALAWI SMALLHOLDER IRRIGATION AND VALUE ADDITION PROJECT

Management submits the following Report and Recommendation on a proposed GAFSP Grant for
UA 26.247 (USD 39.60) million and ADF Grant® of UA 0.253 (USD 0.38) million to finance the
Smallholder Irrigation and Value Addition Project (SIVAP) in Malawi.

| - STRATEGIC THRUST & RATIONALE
1.1.  Project Linkages with Country Strategy and Objectives

1.1.1 The MGDS Il (2011-2016) has identified agriculture, irrigation and water development as
some of the key priorities and drivers of economic growth and poverty alleviation. The Government
formulated ASWAp (2011-15) as the priority investment plan for the agriculture sector which
focusses on (i) food security and risk management (ii) commercial agriculture, agro-processing and
market development and (iii) sustainable land and water management and support services. The
Government is implementing a Farm Inputs Subsidy Program (FISP) to address the food security
problem. It is also conducting an agricultural diversification study in line with the national export
strategy in order to promote crop diversification, value addition and export of agro-based
commodities. A National Irrigation Policy and Development Strategy (NIPDS 2000) document is
under review in order to enhance farmer managed irrigation programmes in the country, consistent
with focus area number (iii) in ASWAp. Government also introduced a Green Belt Initiative (GBI)
in order to promote irrigation and minimize reliance on rainfed farming and achieve increased
agricultural productivity for domestic and international markets. SIVAP target areas are within the
GBI zones and will directly contribute to achieving the GBI objectives. ASWAp is a framework for
achieving the agricultural growth and poverty reduction goals of MGDS. ASWAp has identified 3
focus areas including “agricultural land and water management” which covers irrigation
development. NIPDS mission is to develop and manage water and land resources for diversified,
economically sound and sustainable irrigation and drainage systems and this is further reinforced by
the GBI that aims at intensifying irrigation farming, livestock development and fisheries amongst
others. Consequently, NIPDS and GBI directly contribute to objectives of ASWAp.

1.1.2 The PIPH focusses on: (i) promotion of special crops for exports such as rice, pigeon peas,
soya beans and groundnuts; (ii) promotion of small stock; and (iii) farm mechanization. The July
2012 High Level Economic Recovery Dialogue identified agriculture as one of the five economic
development priorities which underscores the significance of this project. The Bank’s Interim
Country Strategy Paper (ICSP 2011-12) and the draft CSP 2013-17 Pillars focus on (i) addressing
infrastructure bottlenecks to competitiveness and growth and (ii) supporting actions to expand
private sector investments. The former Pillar covers irrigation infrastructure development and
agricultural market infrastructures whilst the latter Pillar covers agro-processing facilities, crop
diversification and value chain development which are articulated in SIVAP. The country socio-
economic indicators are presented in Appendix 1 and it is envisaged that SIVAP will contribute to
improving these indicators.

3 ADF Grant: since there is no provision under the GAFSP Grant financing for studies, a portion of available UA 790,000 (ADF-XII
Grant) will be allocated to SIVAP to cover the funding gap (UA 0.253 million) for the detailed scheme studies, production of
detailed designs and drawings for the five existing irrigation schemes earmarked for rehabilitation. It should be noted that the other
12 new schemes to be built have already been fully designed.



1.2. Rationale for Bank’s Involvement

1.2.1 As one of the active DPs in the agricultural sector, the Bank is supporting the
implementation of ASWAp. SIVAP falls under ASWAp. As part of the implementation of
ASWAp, the GoM requested the Bank to be the supervising entity, as it sought financial support
from GAFSP. The Bank assisted the Government in formulation of the Proposal which was
approved by the GAFSP Technical Committee in May 2012. Moreover, the Bank has gained
valuable experience in the irrigation sub-sector in the country through financing projects such as the
Rural Income Enhancement Project (RIEP), Smallholder Out-grower Sugar Cane Project (SOSCP),
Smallholder Irrigation Project (SIP), Horticulture and Food Crops Development Project (HFCDP)
and the on-going Smallholder Crop Production and Marketing Project (SCPMP) and Agriculture
Infrastructure Support Project (AISP). The Bank has learned adequate lessons from the
aforementioned projects which provided valuable inputs to the preparation of SIVAP. These
include the need to have designs ready prior to implementation, designation of specific unit to
manage the project and appropriate financing mechanism as elaborated in section 2.7.1. For the
Bank’s active portfolio in Malawi, Appendix 2, the average CPI rating was 3.2 for 2011 (3"
Quintile) which is expected to improve with the change of Government. The new Government has
repealed all laws which contributed to the low rating on governance and has introduced fiscal
policies that may help to improve the CPI rating. The rating from the five completed projects
ranged from 2.0 to 4.0. The ratings for Implementation Progress (IP) are Satisfactory whilst for
Development Objectives (DO) range from Satisfactory to Highly Satisfactory (December 2012).

1.2.2 SIVAP is in line with the Bank’s forthcoming Long Term Strategy (LTS: 2013-2022) on
infrastructure development, private sector, inclusive growth and green growth. SIVAP will support
Government’s efforts in promoting irrigation development for diversified crop production, agro-
processing and value addition thus enhancing household food security and increasing smallholder
farmers’ income. An analysis of the ASWAp showed that Water and Land Management focus area
had the highest financial gap followed by capacity building and value addition. This therefore
underscores the importance of SIVAP to address financial gap.

1.3. Donors Coordination

Table: 1.1 Donor Support to Agriculture (2011/12)

Sector or subsector* Size
GDP Exports Labour Force
Agriculture 28 80 80
Players - Public Annual Expenditure (average) : 2011/2012
Government Donors AfDB  4.95% FAO 2.21% Irish Aid  6.79%
UAm UA 7959 m UA 2341 m WB 30.82% UNDP 1.06% Norway 4.85%
% 70.6% 29.4% EU 18.49% WFP  2.11% FICA 2.29%

DFID 4.23% IFAD 8.70% Irish Aid  6.79%
USAID 12.44% JICA 1.06%

Level of Donor Coordination

Existence of Thematic Working Groups (this sector/sub-sector) [Y]
Existence of SWAPps or Integrated Sector Approaches [Y]
ADB's Involvement in donors coordination [M]

Key: L:Leader. M: member but notleader. None: noinvolvement. Y:Yes. N:No

1.3.1 Donor contribution to the agriculture budget is significant and was about 29.4% in 2011/12
fiscal year (Table 1.1). Donor contributions are coordinated by the Ministry of Finance. The Bank is
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one of the DPs in the agriculture sector and accounted for about 4.95% of the MoAFS budget in the
2011/12 fiscal year. The Donor Committee on Agriculture and Food Security (DCAFS), whose
current chair is USAID, has been coordinating activities in the sector and engaging Government in
dialogue on key policy developments in the country. Donors listed in Table 1.1 are members of
DCAFS and played an important role in the formulation of ASWAp through which SIVAP is being
financed. They also played an important role in the formulation of GAFSP proposal for Malawi,
through review. The Malawi Field Office (MWFO) has played a pivotal role in donor coordination
activities and overall portfolio management. AfDB chaired DCAFS from June to August 2011
during the transitional period from the chairmanship of Irish Aid to EU. Currently, a Troika
comprising EU as outgoing chairman, USAID current chair and DFID next chair has been
established which engages Government, on monthly basis, on behalf of DCAFS especially on
policy developments. The current DPs activities are indicated in Appendix 3.

Il - PROJECT DESCRIPTION

2.1.  Project Objectives and Components

2.1.1. Project development goal is to contribute to reducing poverty and ensuring sustainable food
security for beneficiaries at both household and national levels by increasing crop production and
diversification including developing high value chains. Specific Project objectives are to (i)
improve crop production and productivity, and (ii) improve net farm incomes of the project
beneficiaries.

2.1.2. Project components: (1) Sustainable Land and Water Management with 2 sub-
components (development of new irrigation schemes and rehabilitation of existing irrigation
schemes); (2) Crop Diversification and Value Chain Development with 4 sub-components (seed
selection and multiplication, rainfed cropping, agro-processing and value addition, and support to
market linkages); and (3) Institutional Strengthening and Capacity Building with 4 sub-
components (support to public sector, support to farmer organisations, Monitoring and Evaluation,
and project coordination). The components are described in Table 2.1.

Table 2.1: Description of Project Components
No Component Total Cost | Component Description*
Name (UA million)
1 | Sustainable 19.269 Sub-component 1: Development of new irrigation schemes
Land and Water (65.1%) e 12 new irrigation schemes covering about 2,050 ha, with 7,602
Management =70 farmers. Phase 1: 8 sites, total area 823 ha, with 2,608 farmers and

Phase 2: 4 sites, total area 1,227 ha with 4,994 farmers.
Sub-component 2: Rehabilitation of existing irrigation schemes
o Feasibility studies and rehabilitation designs.
e Phase 2: 5 existing dilapidated irrigation schemes covering about
1,295 ha with 3,766 farmers.

2 | Crop 4.888 Sub-component 1: Seed selection and multiplication
Diversification (16.5%) e Selection and sourcing of seeds.
and Value Chain e 306t groundnut seeds, 352t rice seed, 98t pigeon pea seeds, 45t
Development soybean seeds, 732,000 (1m long) bundles cassava cuttings and

2.5t assorted vegetable seeds.
Sub-component 2: Rainfed cropping
e Distribution of agricultural inputs to cover 16,600 ha rainfed

* The details have been provided in the Technical Annexes.
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No Component Total Cost | Component Description*
Name (UA million)
agricultural fields to achieve crop diversification, and crop
production for 58,700 farm families. Appropriate training. Access
roads rehabilitation (100km)
Sub-component 3: Agro-processing and value addition
e Equipment: 9 low cost metallic silos, 9 dryers, 5 oil presses and 9
dehullers. 9 value addition centres.
e  Quality control (Malawi Bureau of Standards and Research Units)
Sub-component 4: Support to market linkages
e  MOAFS Market Information System support.
e Linking farmers to markets and private sector.
e 9 mini-facilities for basic field testing of products.
3 | Institutional 5.439 Sub-component 1: Support to public sector
Strengthening (18.4%) o Support to Govt institutions 'through operating costs (Procurement
and Capacity Unit, Gender Focal Point, Department of Cooperatives,
Building Department of Nutrition and Dept of Environmental Affairs).
e  Staff training (from participating Departments).
e Technical Assistance (Value Addition/Agro-processing)
Sub-component 2: Support to farmer organisations
o  Community sensitisation and farmer mobilisation.
e Formation of farmer organisations (clubs/WUAs/cooperatives).
e  Farmer training (>50% women).
e Nutrition, malaria and HIV/AIDS awareness (50% women).
Sub-component 3: Monitoring and evaluation
e M&E system for SIVAP and staff training.
e Data Analysis & Statistical Software (STATA) renewal
e  Farmer training in participatory M&E.
e  Progress review meetings including MTR and PCR.
Sub-component 4: Project Coordination
e Project management including supervision.
e Environmental and social management plan activities.
¢ Financial management including audit.
e Procurement of vehicles and equipment.
Total 29.596

2.2.

Technical Solutions Retained and Other Alternatives Explored

The technical solution which was retained comprises river-diversion gravity fed surface
irrigation system whose operation and maintenance costs can easily be managed by farmers’
organisations. Medium and low cost semi-automated agro-processing equipment were selected
considering the capacity of the beneficiaries in operation and maintenance. Table 2.2 indicates other
alternatives which were explored.

Table 2.2: Alternatives Considered and Reasons for Rejection
Altenative Name Brief Description Reasons for Rejection
Pump-based Fossil fuel-pump-based High operation and maintenance costs of the pump and
irrigation system irrigation network. accessories. Fuel is not readily available in remote areas.
Electric-pump-based High operation and maintenance costs of the pump and
irrigation network. accessories. The national electricity grid is not within most sites.
High-tech Agro- Fully automated agro High capital, operation and maintenance costs. Inadequate after-
processing equipment | processing equipment sale (backup) service in Malawi.




2.3. Project Type

SIVAP is designed in the form of a stand-alone Investment Project with the main aim of
supporting irrigation infrastructure development (civil works), value chain development and
capacity building activities largely funded by GAFSP Grant and ADF XII Grant resources.

2.4.  Project Cost and Financing Arrangements

2.4.1 The project cost, including physical and price contingencies, is UA 29.596 (USD 44.65)
million which will be financed by (i) GAFSP Grant: UA 26.247 (USD 39.60) million covering all
major activities, (if) ADF Grant: UA 0.253 (USD 0.38) million for detailed studies and designs of 5
existing irrigation schemes to be rehabilitated, (iii) the GoM: UA 3.074 (USD 4.64) million through
office space, salaries for staff and services such as electricity, water and telecommunication, and
(iv) beneficiaries: UA 0.022 (USD 0.03) million in-kind contribution during afforestation activities,
matching grant arrangement for equipment and project meetings and trainings attendance. GoM
will also, in addition to the contributions, bear the loss in fiscal receipts due to tax and duty
exemptions of all procurements. For the ADF Grant, disbursement for the consulting services
contract will be done through direct payment method. For GAFSP Grant, the GoM will open a
foreign currency denominated Special Account in which funds released from GAFSP will be
deposited for operating expenses. The Special Account will be linked to two sub-accounts to be
opened and denominated in local currency, one directly controlled by MoAFS and the other by
MoWDI, with a memorandum of understanding.

2.4.2 Justification for Local Cost Financing: The GAFSP Grant will finance about 68.2% of the
total local costs and 98.7% of the total foreign costs. The local cost is 68.2% because the project is
oriented towards food security, poverty reduction and income generation at household level with
high local cost contents which includes civil/irrigation works and rainfed agriculture. The GoM
does not have the capacity to finance the entire local cost of the project, despite contributing about
31.6% of total local costs. Consequently, all construction and rehabilitation activities’ local costs
have been factored into the GAFSP financing in order not to delay the Project implementation due
to lack of GoM counterpart funding. The details are indicated in Tables 2.4a to 2.4e.

Table 2.4a:  Summary of Project Cost by Components (UA ‘000)
(MWK '000) (UA '000)

Component Name Local Foreign Total Local | Foreign | Total
1. Sustainable Land and 662,250.0 | 6,553,436.0 | 7,215,686.0 | 1,550.2 | 15,340.8 | 16,891.0
Water Management

2. Crop Diversification and 1,326,570.0 | 551,255.0 | 1,877,825.0 | 3,105.3 | 1,290.4 | 4,395.8
Value Chain Development

8. Institutional Strengthening | 4 5551400 | 404,5000 | 2,020.640.0 | 38043 | 946.9 | 47511
and Capacity Building

Total Baseline Costs 3,613,960.0 | 7,509,191.0 | 11,123,151.0 | 8,459.8 | 17,578.1 | 26,037.9
Physical Contingencies 91,294.5 660,463.2 751,757.7 | 2138 | 1,546.0 | 1,759.8
Price Contingencies 455,059.6 313,001.1 768,060.7 | 1,065.2 732.7 | 1,797.9
Total 