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CURRENCY EQUIVALENTS
(April 2011)

1 UA 1.5855 USD
1UA 238.231 MWK
1USD = 152.2937 MWK

FISCAL YEAR
15 July — 3¢ June

WEIGHTS AND MEASURES

2204 pounds (Ibs)
2.200 Ibs

3.28 feet (ft)
0.03937 inch (%)
0.62 mile

2.471 acres

1metric tonne

1 kilogramme (kg)
1 metre (m)

1 millimetre (mm)
1 kilometre (km)
1 hectare (ha)
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GRANT INFORMATION

Client’'s information

GRANT RECPIENT: Republic of Malawi
EXECUTING AGENCY: Ministry of Irrigation and Water Development in

collaboration with the Ministry of Natural Resouscand
Mines (Environmental Affairs Department)

Financing plan

Source Amount (USD)  Instrument

ADB / ADF 0 N/A
Global Environment Facility 3.000 million Grant

TOTAL COST 3.000 million

Important Financial Information of GEF

Grant Currency us$

Type of Interest Na
Interest Rate Margin Na
Commitment Charge Na
Service Commission Na
Repayment Period Na
Grace Period Na

Timeframe - Main Milestones (expected)

Concept Note approval N/A

Project approval August, 2011
Effectiveness September 2011
Last Disbursement June, 2015

Completion December, 2015



PROJECT SUMMARY

Project Overview

1. The Climate Adaptation for Rural Livelihoods afgriculture (CARLA) project will
be implemented in Malawi in the three vulnerablestriits of Karonga, Dedza and
Chikhwawa as identified under the National AdaptatProgramme of Action (NAPA) in
2006. The goal of the CARLA project is to impraesilience to current climate variability
and future climate change by developing and impldging adaptation strategies and
measures that will improve agricultural producteond rural livelihoods. There are two main
outputs of the project namely: (i) integrated cliemahange adaptation strategies and
interventions that improve agricultural productiand rural livelihoods; and (ii) enhanced
national and district agencies capacities to suppommunity-based adaptation to climate
change. The project will be implemented in fivanrge with a GEF grant of US$3.0 million
which was approved by the GEF council.

2. The CARLA is designed as supplementary fuvam for the Smallholder Crop

Production and Marketing Project (SCPMP) financgdhe AfDB to address the issues of
climate change. It will therefore be implementedotiyh the existing SCPMP Project
Management Unit. The primary project beneficiane be smallholder farmers and other
community members in the selected districts coingjsdf an estimated 30,000 households.

3. Needs Assessmentalawi is highly vulnerable to impacts of climatdange,
particularly as it relates to agriculture and rdratlihoods. The project interventions are in
line with the government priorities as outlined the Malawi Growth and Development
Strategy Il (MGDS II, 2011-2016) and the 2010-2@khk’s Interim Country Strategy Paper
(ICSP). Given Malawi's high vulnerability, signibat additional adaptation efforts are
needed to address the critical interface betweematé, agriculture, and livelihoods at the
community level.

4, Bank’s Added ValueThe African Development Bank (AfDB) has a long bst&hed
presence in Malawi, with active involvement in agtiure and livelihoods-related projects -
irrigation, forestry, extension, land management dinestock. This gives the Bank a
comparative advantage in addressing issues of udignie, climate change and rural
livelihoods. Moreover, the project is designed tp@ement the ongoing AfDB financed
SCPMP.

5. Knowledge ManagementCARLA is conceived as a ‘learning’ project. Climateange
adaptation is at an early stage of conceptualisai implementation. The pilot adaptation
measures being tested in this project will alloyenence to be gained, lessons to be learned,
and best practices to be documented and replicatedther communities. The target
communities (CARLA Communities) are the key knovgeduilding mechanism within the
project. The engagement, assessment, planningacioh stages in each community provide
opportunities to build experience and knowledge cammunity-based climate change
adaptation in Malawi.
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African Development Bank — RESULTS LOGICAL FRAMEWORK

Country and project name: Malawi, Climate Adaptation for Rural Livelihood and Agriculture (CARLA)
Purpose of the project : Improve agricultural productivity and rural livelihoods through communities’ resilience to current and future climate variability in 3 of 6 NAPA districts in Malawi

Impact

Improved rural livelihood resilience
to current climate variability and
future climate change

National maize production
(MT)
Agriculture  contribution to
GDP

National
smallholder maize
production of 3.6

MT (2009)

20% increase by Pyr 5
Increase agric GDP by
6% by PYr 5

Annual Progress
Review of MGDS
Agriculture
Statistical Bulletin

Risk: Adaptation to variable rainfall, floods and
droughts are ineffective at community level.

Mitigation: Selection of communities was based
on sites with a mix of climate change problems
that can be addressed at that level

Outcome 1
Communities have sustained food
production and livelihoods

Resilient crop yields

2.6 ton/ha (maize
as indicator)

3.5 ton/ha by PYr 5

Outcome 2
capacity for institutions involved in
environment & agriculture

strengthened at national & district
level

government Initiatives at
districts coordinated &
integrated in model
communities

None

Coordinated plans for
CARLA developed by
PYr 3

National Crop
production
Estimates (8
Round 2015)

Risk: CBA actions do not cause real improvements
in agricultural production.

Mitigation:  Immediate  actions  will be
implemented early in the project to test the
validity of CBA approach and ensure real
improvements

Component 1

Community Based Integrated
climate change adaptation approach
developed

1 3 community model Villages
selected for implementation of
an integrated community based
climate change adaptation
program

2 Successful approaches
replicated to other vulnerable
communities.

3. Stakeholder-led vulnerability
assessment and participatory
development of a Community
Climate Change Adaptation
Action Plan

Key stakeholders identified by Yr 1

6 VDCs & GVHs and all target beneficiaries
trained by PYr 1 with at least 50% being

women

Monthly and
quarterly progress
reports

Quarterly Progress
Reports

Risk: Stakeholders in model communities not
participating in planning process

Mitigation: During project inception community
leadership structures & beneficiaries will be
identified, sensitized & fully engaged in the
planning process
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Component 2
Output 2.1

Capacity for TAs, district staff on

CCA enhanced

Number of leaders &
stakeholders trained in action
planning

% Priority adaptation options
implemented

At least 20 community leaders in each
model village trained by PYr 3 with 50%
being women

25, 30, 65 & 75 % priority actions
implemented by PYr2,3,4 &5 resp.
CC adaptation reviewed annually

Risk: Beneficiaries have no interest to review
their adaptation efforts and implement actions

Mitigation: Information from VA will guide action
planning & implementation & project will ensure

OUTPUTS

Component 3

Project effectively & efficiently

implemented

Number & size of communities
and staff trained on CBA

3 new GVH communities of 5-10,000
beneficiaries each by PYr 4 with at least
50% being women & 3, TAs, 3 EDOs, 30
DESC & 18 Ext. staff

Lessons documented & disseminated
12 Monthly reports/PYr, 5 Annual Reports
, 1 MTR, 1 PCR & 10 Aide Memoires signed

Monthly Reports
Quarterly Reports
and
Annual Report
Training Reports
CCA Handbooks

Project reports

that actions proposed are feasible & within their
means to implement. In addition beneficiaries
and other stakeholders will be sensitized.

Risk: District are not able to fulfill their in kind
contribution commitments

Mitigation: CARLA will work with EDO & the job
description will be reviewed. trained in report
writing & CARLA CDO & EDO will make
continuous follow ups

Risk: Change of management from SCPMP PCU to
an internal PCU may disrupt project activities.
Mitigation: Staff from EAD & MOIWD already
involved in project activities and will be trained
on Bank rules and procedures.

COMPONENTS

INPUTS

Component 1
11

Community mobilized

1.2 review of existing community based climate change coping and adaptation mechanisms;

1.2
13
14
15
15

Component 2

Community climate change vulnerability assesgm
Community climate change adaptation actiongla
Implementation of community CCA action plans
Review and improvement of CCA actions
Transfer of CARLA experience to other commiesit

2.1 Conduct district level capacity building
2.2 Conduct national level capacity building
2.3 Share lessons

Component 3

3.1 Project inception

3.2 Project planning, monitoring and reporting
3.3 Project governance

3.5 Project administration

Budget (million USD)

Component 1
Component 2

Component 3
Total

: 2,263,039

398,961

338,000

:3,000,000.




PROJECT TIMEFRAME

vii

No. Activities Project Implementation (Years)
2011 2012 2013 2014 2015 2016

1 Board approval, signing of grant

2 Disbursement effectiveness

3 Project Launch

4 Recruitment of Project Management Staff

5 Development of Work Plans & budgets

6 Mid Term Review

7 Community engagement

8 Community Climate Change Vulnerability Assessment

9 Community Climate Change Adaptation Action Plan

10 Implementation of Community Climate Change Adapations

actions
11 Review and Improvement of Climate change adaptgn action
plans

12 Transfer of CARLA Experience to other communities

13 District level capacity building

14 National level capacity building

15 Sharing lessons

16 Project planning, monitoring and reporting

17 Project governance

18 Audits

19 Project Administration

20 Project Completion Report



REPORT AND RECOMMENDATION OF THE MANAGEMENT OF THE
ADB GROUP TO THE BOARD OF DIRECTORS ON A PROPOSED
INCREMENRAL FINANCING GRANT FOR THE MALAWI CLIMATE
CHANGE ADAPTATION FOR RURAL LIVELIHOOD AND
AGRICULTURE

Management submits the following Report and Recontdagon on a proposed incremental
financing grant from the Global Environment Fagi{GEF) for USD 3, 000, 000 to finance the
Climate Adaptation for Rural Livelihoods and Agiitwie (CARLA) Project in the Malawi, as
part of the Bank financed Smallholder Crop Productand Marketing Project.

| - STRATEGIC THRUST & RATIONALE

1.1. Project Linkages with Country Strategy and @bjives

1.1.1 The CARLA is designed as supplementary fimantor SCPMP financed by the AfDB,
which was approved on 27th July, 2006 and becarsetefe on 2nd May, 2007. Malawi is
eIi%ibIe for GEF funding as it is party to (i) Camion on Biological Diversity (CBD) (signed
15" June 1992, ratified #8February 1994); (ii) United Nations Convention @mbat
Desertification (signed fVJanuary 1995, ratified T3June 1996); and (iii) the Kyoto Protocol
(ratified 268" October 2001).

1.1.2 The CARLA project responds to the challenggentified on climate change and
environmental degradation under MGDS Il (2011-20tt@me number 1 which is sustainable
economic growth and theme number 6 on cross cudswes. It is consistent with three priority
areas of MGDS Il which are (i) agriculture and famturity (i) Green Belt irrigation and water
development; and (iii) climate change and enviromt@emanagement. Climate change and
environmental management aims at enhancing resdliemclimate change risks and impacts by
pursuing strategies such as weather monitoringoaadiction systems, databases and developing
adaptation and mitigation measures to climate ohamgdated impacts. The project is also
consistent with the AfDB ICSP 2010-2012 which engidas on reinforcing the on-going
irrigation interventions as a means of addresdiegrtequent droughts and floods in the country.
SCPMP is one of the irrigation projects to be r@ioéd by CARLA. The project is also in line
with AfDB Medium Term Plan (MTS 2008-2012) pillanadnfrastructure development which
includes irrigation infrastructure development afichate change as one of the key cross cutting
issues; and AfDB Agriculture Sector Strategy (Ag3@08-2014) which has infrastructure
development and natural resource management asaits pillars. The project also responds to
and is fully consistent with the 2006-2011 NatioAdaptation Program of Action (NAPA) for
Malawi, which aims at integrating environmental cems into the country’s overall social and
economic development strategy. The decentralisqgdeimentation design also fully aligns the
CARLA with the Government’s Decentralization poliafich recognizes the central role of the
District Assemblies and communities in formulatiagd implementing their own development
plans including environment and climate change twinsca critical factor in ensuring sustained
food security and livelihoods.



1.1.3 GEF also ensures that prospective projeascauntry-driven. In this regard, every
country has an officially designated GEF Operatidfzcal Point (OFP), usually drawn from
within national environment or natural resource istites, or international affairs ministries.
Such a focal point is responsible for endorsinga@sective project at the conception stage of
the project. The OFP for Malawi was instrumentathe request for the incremental financing
from GEF and for submission of the official endoneat letter to the Bank from the
Government through the Ministry of Environment. TBevernment was fully engaged in the
project identification and preparation, and hasaorged and participated in several workshops
with Stakeholders. It has also contributed to ttegget cost both in cash and in kind.

1.2. Rationale for Bank’s Involvement

1.2.1 In the adaptation process, coping strategiestitute the short-term activities, while
adaptation strategies constitute the long ternvities. As the first step, communities try to
modify their existing practices to better respondthe impact of climate change, while the
second step constitute seeking alternative livelilso Community based climate change
adaptation thus refers to situations where measakes to address the issues of climate change
are based on the needs of the communities, their g@gerience and knowledge. This may
include the need to be protected from floods, mmiowi of water for irrigation to mitigate
increasing unreliable weather such as droughtyap diversification to more drought resilient
crops. The target communities are responsibledentifying the possible options. The ultimate
strategy is to develop the capacity of the comnyutatcope with the impact of, and adapt to,
climate change by building their livelihood resie=, diversifying their livelihood options,
conserving resources and reducing disaster risksceded with climate change. Moreover,
adaptation strategies to climate change demandrattd approaches, both within and between
the natural ecosystem and the socio economic system

1.2.2 Malawi, like many Southern African countrigs, experiencing increasing climate
variability which results into poor crop yields ewen total crop failure due to drought and
floods. The country’s low economic power puts pueson international community to urgently
fund intervention programmes to help the commusitiepe and adapt. As rural communities are
the most vulnerable and seriously affected, surhaté change adaptation programmes should
be community based.

1.2.3 The CARLA is a complementary GEF componentthaf on-going AfDB financed
SCPMP. SCPMP’s objective is to increase agricultyme@ductivity and incomes for the
smallholder farmers thereby contributing to povedsgiuction and food security in Malawi. It is
financed with an ADF grant of US$ 21 million (UA 1&illion). and consists of three
components: i) Irrigation Infrastructure Developmei) Farmers Support; and iii) Project
Management.

1.2.4 The SCPMP was designed to respond to thetefté climate change on the country
manifested through unreliable rainfall combinedwéixtended periods of dry spells and heavy
floods. However, the SCPMP is largely focused roigation as a measure to address climate
change, while there is a range of other measur@sciin be tested. Consequently the Bank
supported the GoM’s proposal to request for incramaiefinancing from GEF based on a co-



financing arrangement of the SCPMP and the elitybdf the project. The Bank is one of the
key implementing partners of the GEF and signedeanbtandum of Understanding (MOU) in
February 2005 and a Financial Procedures Agree(R&#) with the GEF Trustee to access the
GEF resources. The Bank accordingly supports cmsntin preparing GEF projects and
supervises their implementation. GEF resources avtduls finance fundamental activities that
strictly address climate change beyond irrigatioot, addressed by SCPMP but are important to
the population targeted by the project that maydnelémate change resilience and coping
mechanism not addressed by the baseline projeeseTmay include but are not restricted to
activities discussed in 1.2.1 above.

1.2.5 The GEF grant for the CARLA will thereforepport incremental investments in: (i)
community resilience to climate change effects; did national and district institutional
capacity building for climate change adaptation am@l livelihoods. These investments were
identified, during the implementation of the SCPMiB, methods for ensuring sustainable food
production and livelihoods.

1.3. Donors Coordination

Table: 1.1 Donor Support to Agriculture

Sector or subsector* Size
GDP Exports Labor Force
Agriculture 39 80 80

Players - Public Annual Expenditure (average)**

Government Donors ADB 3%
WB 8 %
UA m [UA 155] [UA 21] EU 2%
% 86 14 JICA 1%
Level of Donor Coordination
Existence of Thematic Working Groups [Y]
Existence of SWAPs or Integrated Sector Approsiche [Y]
ADB's Involvement in donors coordination*** [M]F*

* as most appropriate ** Years [yyl to yy2] *** fahis sector or sub-sector
**x% | : leader, M: member but not leader, none: myolvement

1.3.1 Comments on Donor Coordinatioonor contribution to the agriculture sector
(Agriculture, Natural Resources, Energy & Enviromiand Irrigation services) for the 2010/11
budget (Part I) in Malawi is estimated at 14% (Babll) according to the Malawi Government
Estimates of Expenditure on Recurrent and Capitalg@t Financial Year 2010/2011. AfDB is
one of the leading development partners after W@&hk in the agriculture sector and



accounted for about 3% of the overall agricultuveldet in the year in question. The Donor
Committee on Agriculture and Food Security (DCARSYoordinating activities in the sector
and plays an important role in the formulation b€ tAgriculture Sector Wide Approach
(ASWAp). All the key donors in the agriculture sacin Malawi, including the Bank are
members of DCAFS. DCAFS meets GoM once every maémtprovide technical advice on
various programs and policies. Since its estableitnin 2007, the Malawi Field Office
(MWFO) has continued to play a pivotal role in doooordination activities, as well as overall

portfolio management.

I - PROJECT DESCRIPTION

2.1. Project Components

Table 2.1: project components

Nr  Component name Est. cost Component description

(USD
million
1 Community Base| 2,263,03!
Integrated climate
change adaptation
approach

2  Strengthening th| 398,95:
capacity of

Using the services of technical assistants andutiamgs, evelop
and pilot new and innovative community based clanahange
adaptation practices through:

Selecting 3 model pilot villages
community mobilization and sensitization

stakeholder-led climate change vulnerability agvess (VA)
of the target community;

review of existing community based climate changeirng and
adaptation  mechanisms;  stakeholder-led  vulnergbilit
assessment and participatory development.

incorporating adaptation planning and locally apmpiate
adaptation actions, identify, develop and implengamhmunity
based climate change adaptation action plans;

monitoring and reviewing Climate Change Adaptat{QCA)
actions;

Working within existing District structures, exténthe
approaches piloted in the CARLA Community to other
vulnerable communities in the District.

The process will be done in participatory mannechsthat all
relevant community structures will be involved.

Strengthen the national and district structuresrder to effectively
implement the CARLA activities through:



Ngtic_)nal ~anc e updating and elaborating capacity needs assessment
District Agencies  Training, workshops and other capacity developraetitities
for key personnel in the target ministries/departs@nd in the
districts
* Site visits for knowledge-sharing designed to tfanshe
CARLA experience
e High profile “CARLA Day” for a broader audience for
knowledge sharing
* Development of a guidelines (handbook) that present
successful approaches to community-based CCA.

3  Project 338,00( Recruitment of District Climate Change Adaptation Officeand
Management technical assistance to assist in the implemematiche proposed
activities
. Develop and execute the annual procurement plans

« project planning, monitoring, evaluation and rejmgyt
» preparation of quarterly and annual progress report

e ensure strong coordination and communication artongs
stakeholders

« undertake project administration and financial atdstiation
including annual audits.

2.2.Technical Solutions Retained and Other Alternativegplored

2.2.1 A number of technical alternatives were mered in selecting the most effective
solutions. As for the component 1, (i) a commuimityred participatory planning process will be
used to determine the needs and the adaptatiaonadt be taken at the community level, and
(ii) the actions taken will represent an integratesponse to climate vulnerability, drawing from
a range of options that address a range of neesi$orAthe component 2, the CARLA project
will specifically support capacity building actiigs that will strengthen the ability of national
and district governments to encourage and suppantraunity based climate change adaptation.



Table 2.2: Alternatives considered and reasons ifgjection

Altenative Solution
Considered

Brief Description

Reasons for Rejection

Prescriptive approac

Support to communities t
implement predetermined
measures.

Experience has shown that such approaches te
limit community ownership and in turn limit proje
success and sustainability

Targeed approac

Concentrates on one spec
adaptation need or solution e
improved irrigation or crof
diversification.

Climate change is a multifaceted challenge
gnherently requires a multifaceted and integra
response.

National focu

Address a viy wide range o
enabling environment issues

Coordination and budget constrair

Standalon
Project

Address enabling environme
issues not linked to a baseline
project.

Danger of losing synergies and efficienc
associated with more closely linked and integrg
activities.

ted

ted

2.3.

Project Type

2.3.1 The CARLA project provides incremental gréinancing from the GEF and therefore
complements the investments made in SCPMP by tik’8#&DF resources. The incremental
GEF investments will ensure that SCPMP activitiestgbute to the realisation of optimal
global environmental benefits, including increasitige communities’ resilience to climate
reducing land degradation, consgniodiversity and improving the
agricultural productivity and rural livelihoods

change effects,

2.4. Project Cost and Financing Arrangements

2.4.1 The total cost of the CARLA project is estiathat USD 3.0 million net of taxes and
customs duties. The foreign cost is estimated &b 25 the total cost. The community-based
investments in CARLA are based on the assessmethteckinds of interventions that may be
selected by the communities in the selected CARIt8ss The following tables present the
details of the estimated GEF financing.

Table 2.2: Summary of Project Cost by Components (@ounts in USD)

COMPONENTS L.C F.E Total Costs % F.E
Community based integraticlimate adaptatio 1,681,45 425,75(2,107,20 20
approach

Strengthening the capacity of national and dis 185,51° 195,49(381,00° 51
agencies

Project Malagemer 217,53 99,374316,91( 31
Total baseline costs 2,084,506 720,6142,805,124 |26
Physical contingenci 4,75( 1780(|22,55( 79
Price contingencit 157,256.0 15,07(172,326.0 |9
Total Project Costs 2,246,51; 753,48{3,000,001 25




Table 2.3: Sources of financing (Amounts in USD)

Sources of financini L.C. F.E. Total Costs % F.E

GEF 2,250,001 75(,00C 3,000,001 25

Total 2,250,000 750,00 3,000,000 25

Table 2.4: Summary of the Project Cost by categorgof expenditure (Amounts in USD)

Categories (Million SD) % F.E
L.C F.E Total

Investment cost:

1. Good 39,78¢ 159,15: 198,94( 80

2. Technical assistan 109,27! 115,15( 224,42} 51

3. Capacity buildin 617,47 433,72 1,051,19: 41

4. Miscellaneou 93,00( 0 93,00( 0

Operating Costs 0

1. Maintenance and repa 329,31 329,31 0

2. Salaries and allowanc 910,30! 910,30! 0

Total Base Costs 2,807,18.

1. Physical Contingen 4.51( 18,04( 22,55( 80

2. Price contingenc 155,00t 15,26: 170,26 9.C

Total Project Costs 2258667 741,333 3,000,000 25

Table 2.5: Expenditure schedule by components (Amais in USD)

Components 2011 2012 2013 2014 2015

Community level climate adaptati 357,65, |585,52: 1590,62: |474,26¢ 254,97:

Strengthening the capacity oftional anc 39,03: 107,71. ]99,74( 76,23¢ 76,23¢

district agencies

Project Manageme 103,81! [58,54" 58,54 58,54 5854

Total 500,496 |751,782 |748,911 |609,053 |389,758

2.5.

Project Target Area and Population

2.5.1 The NAPA identified six districts in Malawiamely: Karonga, Salima, Nsanje,
Chikhwawa, Dedza and Zomba, which are most vuldertbclimate change. Although GoM
ultimately intends to implement the CARLA project all the six districts, it has adopted a
phased approach due to financial resource contdraline first phase will start with three
districts where the CARLA approach will be tested aefined before it is expanded to the other
three NAPA districts in a second phase after saguadditional resources. The proposed GEF
financing will address phase 1 to cover 3 of thBIAPA districts i.e. Karonga, Dedza, and

Chikhwawa Districts.



2.5.2 The selected Districts experience changingalh patterns and higher temperatures that
have shorten the growing season. Frequent droughts floods are eroding assets and
knowledge, leaving people more vulnerable to d&sastloreover, an upsurge in malaria and
cholera due to climate change requires the smakndarmers to spend more time tending to the
sick and less time working in their fields. Raihfigl uni-modal and occurs from November to

May which varies from less than 600 mm in the Seurthregion to over 1,800 mm in highlands.

The mean annual temperature ranges from 8°C imitftdands to over32°C in the lower shire

valley.

2.5.3 The target population for the CARLA will bleetsame poor smallholders targeted by
SCPMP in the 3 districts. They are among the Srolalér farmers in Malawi who have been
exposed to increased droughts and floods, tremeshdatfecting their food security. They also
experience limitations in adapting to climate chargecause they lack capacity including
knowledge, skills and financial resources. Althol®BPMP is addressing their needs through
investment in irrigated farming, they need to apploclimate change adaptation in an integrated
manner for greater impact and sustainability. Cqusatly, about 10,000 beneficiaries in each of
the three selected districts have been targetetelhereaching a total of 30,000 direct
beneficiaries. It is expected that, by the endhaf project, community based climate change
adaptation measures will have been developed astddiethat will lead to increased crop
productivity and increased beneficiary incomes. \Worare estimated to comprise about 60% of
the beneficiaries.

2.5.4 .ltis also expected that the best pracfices the model communities will be extended
to other communities within the districts througktwiorking with the local Community Based
Organizations, Non-Governmental Organizations ahérgprivate sector firms interested in the
subject. The 3 districts were also strategicallgaed to be nucleus of technology dissemination
in each region of the country. At national and ristievel, the project will benefit government
staff in key institutions.

2.6. Participatory Process for Project Identificath, Design and
Implementation

2.6.1 Project Identification The proposed CARLA project has been developed baereithe
findings of the Malawi NAPA. The NAPA participatorgrocess involved a broad multi-
stakeholder consultation throughout the countrytalle of this process are provided in the
NAPA document (GOM 2006).

2.6.2 Project Design The CARLA project design process, supported by @~ Project
Preparation Grant and ADF resources under SCPMRvied an extensive participatory
process. Key elements of this process included@salme survey in 17 communities; three series
of district workshops/consultations, including €ielisits to targeted communities; key informant
interviews/meetings at district and national leyalsd two national stakeholder workshops. .

2.6.3 Project Implementation:The proposed CARLA project is based fully on aipgratory
approach. The approach to Outcome 1 (Communityjlesdundamentally participatory, with
all activities based on community leadership anaenship. The approach to Outcome 2 is also
participatory, involving the target groups in digdidesign of the capacity-building program,
and the overall planned approach to capacity devedmt is by its nature participatory.



2.7. Bank Group Experience, Lessons Reflected mjEct Design

2.7.1 Pertinent lessons have been drawn from thek’8acurrent and past agricultural
portfolio. Project Completion reports have beenppred for all recently completed project:
Macadamia Smallholder Development Project; the Rm@me Enhancement Project (RIEP);
Smallholder Irrigation Project (ShiP); Horticultuand Food Crops Development Project
(HFCDP); Smallholder Out-grower Sugarcane Produckooject (SOSPP); and Lake Malawi
Artisanal Fisheries Development Project (LMAFDPEgskons learned from these projects as
well as those of other development partners haigeduthe design of this project. Such lessons
include: i) When a project is to be implementechgsxisting institutions, there is still need to
ensure that the implementation team within thetutsdtns work full-time on project activities,
otherwise the project should recruit technical et strengthen the reimplementation team;
(i) the need to adequately sensitize farmers eajpeavhere they have to offer their land for
project activities; and (iii) need for detailed $éality studies and project designs to be
concluded during project preparation for activitiesbe implemented. These lessons have been
taken on board in the design of this project witie@ capacity building and project management
and coordination components by supporting farmesiigation, strengthening leadership and
underlying administrative and human capacities. @éduer the project was designed through a
study that was carried out using resources from &ttFthe baseline project.

2.7.2 The current portfolio has two projects in Hggiculture sector whose main components
are irrigation development namely SCPMP and Agtirel Infrastructure Support Project
(AISP). The development of these infrastructureguires climate proofing for sustained
utilization of the structures as well as benefitaxf agriculture production. AISP was approved
in September 2009 and has disbursed 8%, while SCRBPBtoved in June 2006 has disbursed
50%. Integrating detailed designs for the SCPMBPBaas of project implementation as they were
not available at project appraisal, has been themeause of the implementation delays. With
the designs now in place, the project implementasaexpected to accelerate. AISP started slow
because of inadequate commitment by GM staff atbd#ginning, but it has taken off and is
currently rated satisfactory. The current impleragoh supervision ratings for SCPMP and
AISP are 2.15IP and 2.71 respectively while devalept objectives are rated at 2.00.DO and
2.33 respectively. None of the projects is eitPBror PPP.

2.7.3 Lessons from the Country Portfolio PerforoeaReview (CPPR) for 2010 also point to:
i) the need for enhancement of implementation aapat Government level in order to improve
on the ability to implement, monitor, and timelypogt on the portfolio; (i) need to deepen
selectivity and focus on limited interventions irder to maximize project impact; (iii) enhance
harmonization efforts with development partnersrzyeasing co-financed operations (iv) need
for projects to be based on detailed feasibilitydsgs and training on M &E and fiduciary and
(vi) need for effective project Steering Committesasl timely implementation of the MTRs.

These lessons have been addressed through emphasapacity building, detailed studies and
consultations with beneficiaries prior to designtled project, project monitoring and planning
for MTR mid-way during project implementation iretiCARLA project.
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2.8. Project Performance Indicators

2.8.1 The key performance indicators for the profeave been outlined in the project Result
Based Logical Framework and these will include:ifigreased agricultural productivity (ii)
increased level of income (iii) increased levekcbimate resilience of agricultural practices and
natural resource base that supports agriculturenanadl livelihood and (iv) increased number of
communities and beneficia ries implementing climateange adaptation actions in target
districts. Other indicators will include number staff trained in climate adaptation and action
planning, improved coordination of stakeholders amdmber of events such as
workshops/meetings/seminars and field days/toursCARLA days relevant for capacity
building executed during the project period anduhoents produced on climate change based on
practical experience in the model communities tothfer dissemination of best practices.

Il - PROJECT FEASIBILITY

3.1. Economic and Financial Performance

3.1.1 The main benefits of the CARLA will be in tkeavironmental and social aspects The
project is expected to realise major environmeaiadl socio-economic benefits through its
investments in the communities in the model CARLA develop climate change adaptive

measures that fit within the lifestyle of the sé&belc communities, capacity building and

awareness creation. The benefits include increlsebiproductivity in terms of crop yields, and

increased in return smallholder farmers’ incomes faed security. These increases would come
from implementing adaptation measures such as omedi in 1.2.1 above, each measures
selected by the community is in line with its neemsd social, political and economic

environment.

3.2. Environmental and Social Impacts
Environment

3.2.1 The goal of CARLA is to improve resilience d¢orrent climate variability and future
climate change by developing and implementing adepts strategies and measures that will
improve agriculture production and rural livelih@odCARLA project will therefore focus on
actions that reduce and reverse degradation oénh@onment and the natural resource base;
introduce better adapted agricultural practicesl esduce poverty through strengthened rural
livelihoods. These types of actions support andgement Malawi’'s environmental and social
policy priorities articulated in the National Enmimmental Policy (GOM 2004).The overall thrust
of the project is to assist rural communities teess their vulnerability to climate variability and
change, and then to develop and implement actianspthat reduce this vulnerability through
activities and measures at the community level.

3.2.2 The CARLA project will support a number of asares aimed at empowering the
communities to adapt to climate variability and @dd the problem of environmental
degradation. These measures will include commus#wsitization, capacity building for
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communities, undertake community research, devetwpmunity climate change action plans

and implement them, disseminate best practiceslanelop and distribute guidelines on climate
change (handbooks) and train districts and natistadl for sustained implementation of project

activities. The project will also review the sifgesific ESMPs prepared under SCPMP to reflect
them on the climate change actions that will beettgyed to ensure long term security of water
supply to the irrigation sites. Based on the abfaators and in accordance with the AfDB’s

environmental policy, CARLA has been categorize® ass it would not have major negative

environmental impact. It will therefore not requaeomplete Environmental and Social Impact
Analysis but only an ESMP. In this case the SCPMEME will be used to guide the potential

environmental and social risks.

Climate Change Impacts

3.2.3 Malawi has experienced a wide range of ckmégks during the past 30 years which
include flooding, late rains, short rains and dpgls, risks that are significant and increasing.
These climate risks affect crop yield, food andexatecurity, water quality, health and energy.
Moreover, since agriculture is the major sourcenobme for most of its rural population (90%)
that depend on rain fed subsistence agricultuss; ivelihoods are significantly affected. It is i
this context that CARLA was conceived as a climgtange adaptation project. The goal of
CARLA is therefore to improve resilience to climatariability and future climate change by
developing and implementing adaptation strategnes raeasures that will improve agricultural
production and rural livelihoods. The expected iotpaf the project is improved resilience to
current climatic variability and future climate clge. The expected outcomes are (i)
communities are implementing integrated climatengeaadaptation strategies and interventions
that improve agricultural production and rural likeod and (ii) enhance capacity for national
and districts agencies to support community badegtation to climate change.

Gender Impacts

3.2.4 Malawian women comprise 52% of the counttgtal population, majority of whom live

in the rural areas. Although women comprise 70%ubftime agricultural labour force, they
have limited access to agricultural extension sesyi training, and credit. Moreover women
often have less access to legal and financial tassis, and wives are often victims of
discriminatory inheritance practices in which thajonity of the estate is taken unlawfully by the
deceased husband's family. According to the NatiStatistics Office, approximately 65% of
rural Malawi women are illiterate. Neverthelessnem contribute labour to both cash and food
crops and there is no differentiation between meeh @women’s operations. They sow, weed,
apply fertilizer and pesticides, harvest, and pssdde crops, and care for small livestock. They
are the major growers of legumes and vegetableshéone consumption. Although most
households are headed by men, 26% of rural househot headed by women who make almost
all decisions in their households, while women ialerheaded households make decisions in
consultation with their husbands. While on averdlge,decision to grow most crops is taken by
both husband and wife, women tend to make moresid@s on food and men predominate in
decision making on cash crops.
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3.2.5 Malawi has made progress in narrowing thelgemequality gap through different policy
and institutional mechanisms. Moreover, MoAFS hstaldished a Gender Focal Point (GFP)
within the Ministry to provide advice and suppogt\sces on gender and HIV/AIDs issues.The
CARLA project will build on this to ensure full gasipation of women in all significant project
activities. In addition, the training materials aguidelines will include specific content relating
to women issues in community-based climate chadggptation. The CARLA budget includes
provision for a consultant on gender. This is melwith the baseline project SCPMP that has a
focus on gender mainstreaming and will specificidlget female-headed households to improve
their livelihoods through membership of Farmersj&nizations.

Social Impacts

3.2.6 The social impact of the project is expedtele positive. The participating communities
will achieve a significant increase in the climagsiliency of their agricultural practices and in
the climate resiliency of the natural resource lihae supports their agricultural production and
rural livelihoods. It is therefore expected thati@gtural productivity and the income of
participating beneficiaries will increase over tifmg 20% due to introduction of more adaptive
practices. The project will provide income and &elitzelihoods for a wide range of stakeholders
including the poor, women, youth, elderly, disabledV/Aids and other vulnerable groups in
the target communities. While impacts of climatarale could force individuals or communities
to relocate to less impacted areas, CARLA projetthelp reduce such negative impacts and
hence social impact pressures that could encoumrlgeation. The project does not include
temporary resettlement.

IV — IMPLEMENTATION
4.1. Implementation Arrangements

4.1.1 Institutional: The Executing agency forCARLA will be the Ministry of Irrigation and
Water Development (MolWD) and will be implementesigart of the SCPMP, which is being
implemented within the established structures ofWD through the Department of Irrigation
(Dol). This arrangement is justified because tharicial resources requested for CARLA will be
incremental to SCPMP resources. The Dol will ovepseject implementation, monitor project
progress, and coordinate and account for the aiiiim of project funds. However the day to day
coordination and monitoring of the project actestiis carried out by a technical team of staff
comprising of a Project Coordinator, Project Acdaumb, Monitoring and Evaluation Officer,
Irrigation Engineer, Procurement Officer, Adminiive Officer and support staff, all
competitively recruitment and their remuneratiordpander the grant resources. However, since
SCPMP PCU lacks expertise in climate change, tipartiment will recruit a Technical Advisor
on climate change to be located at the headqua@e@ARLA Development Officers to be
located in the CARLA community villages to coordm& ARLA specific project activities with
district staff and 3 Adaptation technicians. In erdo ensure smooth continuity of project
activities after the end of the contract for theP&@ PCU in December, 2012, EAD will
designate staff to the SCPMP PIU whose remuneratithrbe paid from the counterpart funds.
Since GoM has declared that all externally reccuRéUs be abolished by December, 2011 with
a grace period of up to June 2012 for running @mt$t an internal Project Coordination Unit
comprising staff from the MolWD and EAD will be abtished to oversee project activities
beyond June 2012.
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4.1.2 Disbursement: Disbursement of the financial resources for theRCA project will
follow AfDB guidelines. There will be separate baagcounts maintained for GEF and AfDB
related expenditure under the SCPMP. Disbursemeilksbe made in accordance with the
provisions of the Bank’s disbursement Handbook @eteral Conditions Applicable to Loan,
Guarantee and Grant Agreements. Disbursementstspiicial accounts will be in the form of
revolving funds, based on an annual work prograpraged before hand by the Bank for the
first disbursement and subsequent replenishmentsover at most six months expenditures
based on the justification rules of justifying @ast 50% of the most previous advance and 100%
of earlier advances. Settlement of expenses rglatirthe services of consultants, purchase of
goods will be made by direct payment method.

Table 4.1 Procurement modes for Goods and Servicésmounts in USD):

CARLA PROJECT: SUMMARY OF PROCUREMENT ARRANGEMENTS (USD)
Procurement Arrangements by Project | Procurement Methods
Categories
NCB Short listing | Other Total
1. Good:
Office equipmer 47,50( 47,5(
Vehicles 120,00( 120,00(
Sub Total 176,50( 176,50(
2. Consulting service
Technical Assistani (Agric Livelihood, 235 00C 235,00
gender & M & E)
Workshops &training (Capacity building 1,106,57] 1,106,57
Sub Tote
3. Operating costs
Staff salaries and allowan 978,80: 978,80:
Equipment O & N\ 354,12( 354,12(
Miscellaneou 149,00 149,00
Total 176,50( 235,00( 2,588,50( 3,000,00
Note: Other may be LIC, International of national shopping and direct purchase

4.1.3 Procurement: All procurement of Goods, Works and acquisitiorCainsulting Services
financed by the GEF grant will be in accordancehwilie Bank'sRules and Procedures for
Procurement of Goods and Works or, as appropriateRRules and Procedures for the Use of
Consultants, using the relevant Bank Standard Bidding Docusherithe SCPMP management
team will be responsible for the procurement of dgoconsulting services, training and
miscellaneous items detailed below. Summary of ymement arrangements is shown under
table 4.1 below.
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4.1.4 Particular Arrangements The main procurement modalities will be Shoppingpr$
listing, and Direct Contracting as outlined in &l 1below. Post Review will be carried out as
discussed in paragraph 4.1.12 below.

4.1.5 Goods: Contracts for goods namely, 3 vehicles, 3 motodesyand office equipment
comprising computers and office furniture totalid$D 176,500will be awarded under NCB
procedures. Other miscellaneous goods such apraqnot for operation and maintenance will
USD 100,000.0and not more thaWSD 500,000in aggregate will be procured through other
procedures described under Miscellaneous belowis Whl be the case because of nature and
type of the items and that they are available lgdedm small scale businesses.

4.1.6 Consulting Services: Procurement of consulting services for studies #hnical
assistance will be carried out by individual cotesuts through short listing following the Bank’s
procedure for the selection of individual consuiléaiThe method of valuation would be QCBS
for contracts valued aiSD 65,000.0@r more, and Least Cost Selection for contractsegat
less tharUSD 65,000.00 For contract amounts valued at less td&n200,000.0C0or Firms and
UA 50,000.00for individuals, the Borrower may limit advertisent of the procurement to
national or regional newspapers. However all klegiconsultants, who wish to provide the
required services, may express their interest tehiogt-listed.

4.1.7 Training: Training of the target communities and Governmeatf sand workshops
valued at USD1,106, 577.0Will be contracted to specialized local and natianatitutions,
individual trainers or NGOs, acceptable to the Bank

4.1.8 Miscellaneous:Procurement of miscellaneous items such as fueltr@nting materials
valued at USD 100,000.00 will be carried out byjgcb management team through shopping
(request of quotations) using Government procedbessuse the amounts involved are small
and the Government procurement procedures are agkefiju such items.

4.1.9 General Procurement Notice:Since the project is part of the SCPMP whose GRN w
already published, there will be no need to pubdisbther GPN specifically for CARLA. This
means that all Special Procurement Notices undeRI®Aproject will refer to the GPN for

SCPMP.

4.1.10 Review ProceduresThe following documents are subject to review apgraval by the
Bank before promulgation: Specific Procurement d&tiTender Documents or Request for
Proposals from Consultants; Tender Evaluation Repocluding recommendations for Contract
Award for goods or Reports on Evaluation of Coresul’ Proposals; Draft Contracts (goods) if
these have been amended and differ from the drefisded in the tender documents; Reports on
Evaluation of Consultants’ Financial Proposal, unithg recommendations for contract award,
minutes of negotiations and duly initialed contsadbcuments.

4.1.11 Post Review:Contracts for goods valued up to UA100,000.00Idtalapproved by the

Executing Agency and will be subject to post reviewthe Bank. Procurement documents,
including solicitations of price quotations, evdlaa sheets and contract awards will be kept by
the EA for periodic review by Bank supervision noss. The procurement post review audits
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to review the correctness of the procurement dasviwill be carried out during the first
supervision mission after the procurement actisittee completed. However, the Bank will
determine the need for modifications and improvemed the procurement arrangements.
Information on procurement processing will be ctiel by the EA quarterly and shall be
included in detail in the Project Quarterly Progr&eport to be submitted to the Bank.

4.1.12 Executing Agency: The Executing Agency of the project will be the Miny of
Irrigation and Water Development (MolWD) througte tBepartment of Irrigation (Dol) as this
project is part of the SCPMP. However, in viewitsflimited capacity to implement projects,
the Department of irrigation has been strengthdéaedffective project implementation, through
recruitment of a technical team, led by a Projecior@inator, to oversee the day-to-day
coordination and management of the project aatiwitinder the overall guidance of the Director
of the Department. At the field level, the projestbeing implemented using the existing
structures at the districts in line with the reguoients of the established decentralization process.
The SCPMP Management team will therefore be resplensor the procurement of
goods/consulting services/training services. Sittoe department lacks capacity in climate
change, Technical Assistance will be recruiteduppert CARLA activities and the department
of EAD will designate staff to the project. EAD Wile expected to take over after the closure of
SCPMP.

4.1.13 Procurement Plan: The Bank shall review the procurement arrangemgamigosed by
the Borrower in the Procurement Plan for its comiity with the Grant Agreement and its Rules.
The Procurement Plan shall cover an initial penbdt least 18 Months. The Borrower shall
update the Procurement Plan on an annual basis me@ded, always covering the next 12
months period of project implementation. Any reMis proposed to the Procurement Plan shall
be furnished to the Bank for its prior approval.

4.1.14 Financial Management: As part of the SCPMP, CARLA will make use of thadhcial
and Accounting Management Manual and Computerizatbénting and Financial Management
System used by SCPMP. The CARLA accounts will dgesu to the usual public administration
and Bank controls. Annual audits of financial aaasuand biannual audits of procurements will
be conducted to facilitate the preparation of thelatce sheet and ensure the proper
implementation of procurement. Audit reports widl bent to the Bank no later than six months
after the end of the audited fiscal year.

4.2  Monitoring

4.2.1 The timeframe for CARLA below provides thasis for monitoring and evaluation.
SCPMP will be responsible for the day to day mamt of the project. The participating
communities will actively participate in monitorirand evaluating the various activities in which
they are involved under the coordination of CARL&vdlopment officer and EDO. A specialist
on M & E will be recruited for 20 months and wik sesponsible for progress monitoring at all
levels starting with baseline data, monthly andrguly progress reporting, mid and end of year
evaluations. The M & E specialist will work with isking personnel at national and district level
in developing reporting formats and systems to ensustained actvitity monitoring beyond the
project life. Below is a table summarizing the lke&yivities to be monitored.
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No. Type of Monitoring and Evaluation Activity Time frame

1 Review of Results Framework during Inception Watidp. Results First 2 months
reporting templates finalized after workshop

2 Participatory Baseline Survey Within first year

3 Refinement of CARLA Performance Measurement Fraonke (PMF) | Within first year
and M&E Plan

4 Semi-annual Project Monitoring and Reporting. tinges per year

5 National/District Workshops Annually

6 Annual Review and PIR Reports for GEF Annually

7 Stakeholder Workshop to Review Phase 1 Lessons ear ¥

8 Mid-term Synthesis & Reporting of Lessons foDisf & GEF Year 3

9 Participatory Community Impact Study Early iray®

10 End of Project Evaluation At end of project

11 Quarterly Financial Reporting Every 3 months

12 Audit Annually

4.3. Governance

4.3.1 Given that there are many government, privagetor and non-governmental
organisations engaged in activities relating tonatie change adaptation, the project will be
governed by a Project Steering Committee (PSC)wilaprovide overall direction and guidance
for project implementation. The PSC for SCPMP wik the same for CARLA whose
membership comprises key government ministries haniinistry of Natural Resources,
energy and environment, Ministry of Irrigation awter Development, Ministry of Agriculture
and Food Security, Ministry of Local Government dRdral Development and other relevant
ministries to climate change adaptation. The PS¢ coaopt other members in the private sector
and NGO operating in the climate change relatedsabased on the specific needs. The broad
and diverse membership in the PSC, and the tramspaature of project delivery, provide
safeguards against inappropriate use of projecturess. With specific reference to financial
management, the project office operates in acceslanth local best practice, and is subject to
oversight by the Dol financial officer. Independenternal audits will be undertaken annually.

4.4. Sustainability

4.4.1 CARLA has been designed to ensure the sadiitity of project benefits via a number

of mechanisms, including: (i) participation of mplé stakeholders/beneficiaries at all levels
from conceptualization to implementation and subset awareness and dissemination
workshops for stakeholders among a spectrum oéktd#ler groups, that will establish a greater
foundation for sustainability; (ii) focus on thepeaity building needs of all stakeholder levels —
community, district, and national so that, by the ef the project, participating stakeholders will
have acquired adequate knowledge and skills taisuand build on the project results; (iii) at

the community level, work with and through existiogmmunity leadership structures (Group
Village Headmen, Village Development Committee,lage Natural Resource Management
Committee, etc.) and at district and national Isyelith existing Government and the baseline
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project structures; the CDOs will work closely witital field extension staff at the community
level, under the supervision of the Dol in collaedteyn with EDO in order to ensure continuity
of activities after the closure of the baselingjgeb(SCPMP);. (v) CARLA will contribute to the
district development planning process. By builddigtrict capacity related to climate change
adaptation, the CARLA project will help to mainstne these issues into the development
planning process.

4.5 Risk Management

4.5.1 The project faces six main risks which ayeafiaptation to variable rainfall, floods and
droughts are ineffective at community level andndd cause real improvements in agricultural
production; (i) community based adaptation actiafs not cause real improvements in
agriculture production (iii) Stakeholders in mo@elmmunities are unable to participate in the
planning process as they are incapable of carrguigvulnerability Assessment data collection
& beneficiary survey; (iv) Beneficiaries do notvieatime & interest to review their adaptation
efforts, and implement actions (v) Districts aret able to fulfill their in kind contribution
commitments and (vi) change of project managemeam fexternally recruited PCU to GoM
constituted one may disrupt project activities.

4.5.2 The mitigation measures for these risks olui) selection of communities based on
sites with a mix of climate change problems that ba addressed at that level (ii) immediate
actions will be implemented early in the projectest the validity of CBA approach and ensure
real improvements (iii) community leadership stunes and beneficiaries will be identified,
sensitized and fully engaged in the planning pre@tsnception stage (iv) information from VA
will guide action planning, implementation & ensutet actions proposed are feasible and
within their means to implement (v) CARLA CDOs wilNork with EDOs and EDOs job
descriptions will be reviewed, trained in reporitimg and make continuous follow ups (vi) staff
from MolWD and EAD will be fully engaged before SP PCU contracts expire for them to
be fully oriented on the management of the progext Bank’s rules and procedures. In addition
staff will undergo training on fiduciary issues.

4.6 Knowledge Building

4.6.1 CARLA is conceived as a learning projectlsate change adaptation is at an early
stage of development. The pilot adaptation measheasg tested in this project will allow
experience to be gained, lessons to be learnedyesigractices to be documented and extended
to other communities. The model communities (CARIommunities) will be the key
knowledge building mechanism within the projecteTéngagement, assessment, planning, and
action stages in each community provide opportesito build experience and knowledge on
community-based climate change adaptation in Malawi

4.6.2 More broadly, since CARLA is testing new greged approaches to climate change
adaptation, it is employing an interactive approacolving adaptive work planning and

implementation. This requires considerable mompriidentification of lessons learned, and
program improvement through application of thessdas. This plan draws on the extensive
monitoring and lesson information expected to beegated by the project, and for this reason
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the M&E activities extend beyond normal project M&Rd include investigation of impact and
approaches to use for replication in other comnemitCARLA project will also generate
knowledge that will be used by SCPMP during its lenpentation of climate change adaptation
activities and staff capacity in MolWD, EAD & MoAFS8ill gain knowledge for application in
their respective work areas.

V — LEGAL INSTRUMENTS AND AUTHORITY

5.1. Legal instrument

5.1.1 The CARLA makes use of grant financing frohe tGEF will be supervised and
monitored by the AfDB as an implementing agencytfier GEF. As such the legal framework of
the CARLA will be governed by a Protocol of Agreethéetween the Bank and the GoM
including the usual terms and conditions.

5.2. Conditions associated with Bank’s interventio

5.2.1 Conditions Precedent to the First Disbursement of the Grant.

The obligation of the Fund to make the first digmment of the amount of the Grant to the
Recipient shall be conditional upon the entry iftiae of the Protocol and to the fulfillment by
the Recipient of the following conditions:

0] The project will have to open 2 special acceuffior foreign and local currency
payments) in the name of the Recipient at a baokmable to the Fund to receive the
Grant resources, and a confirmation by the depgsitank of these special accounts, in
a form acceptable to the Fund, that the funds énsttecial accounts will be segregated
as special deposits for the specific purpose fdclthe grant is made;

(i) The Annual Work Plan and Budget (“AWPB”) hasen submitted and is satisfactory to
the Fund and GEF.

5.2.2 Undertakings.

The Recipient shall ensure that:

i) The PCU will keep a separate and independenbfsatcounts to record all transactions
financed with the GEF grant. The chart of accoufiteancial policies and account
procedures will be standardized with those alresghged by the Recipient and the Fund
for SCPMP;

(i) A mid-term review shall be carried out duringe fourth quarter of PY2 and report
submitted to the Fund and GEF not later than fosiarter of PY3. Agreed
recommendations shall be implemented as from tbenskquarter of PY3.”
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5.3. Compliance with Bank Policies

This project complies with all applicable BanKipies.

VI - RECOMMENDATION

Management recommends that the Boards of Direajgpsove, on a lapse-of-time basis,
the proposed GEF incremental grant financing of USDO million to the Government of
Malawi for the purposes and subject to the conaitistipulated in this report.



APPENDIX 1: MALAWI COMPARATIVE SOCIO-ECONOMIC INDI CATORS
Developing Developed
Year Malawi Africa Countries Countries
Basic Indicators
Area ('000 Km2 118 30 307 80 976 54 658
Total Population (millions 2007 13.¢ 963.7 54482 1223.0 G pas Engtn 0155
Urban Population (% ot Tota 2007 18.4 39.¢ 43.t 4.2 {200
Population Density (per Km 2007 117.t 31.€ 65.7 23 000
GNI per Capita (US $ 200¢ 1/C 10/71 2 000 36 487 &00
Labor Force Participation - Total (%) 2005 45.3 423 5.64 54.€ igg
Labor Force Participation - Female (%) 2005 48.5 41.1 39.7 44.¢ 200
Gender -Related Development Index Value 2005 0.432486. 0.694 0.911 a
Human vevelop. Ingex (Rank among 1
countries) 2005 164 n.a n.s. n.a.
Popul. Living Below $ 1 a Day (% ot Populatio 200¢€ 45 34.2
Demographic Indicators
Population Growth Rate - Total (¢ 2007 2.6 2.3 1.4 0.3
Population Growth Rate - Urban (¢ 2007 4.7 3.5 2.6 0.5
Population < 15 years (¥ 2007 46.¢ 41 30.2 16.7 Papalutien Growth Ruts [2)
Population >= 65 years (% 2007 3.1 3.5 5.6 16.4 57
Dependfency Ratio (% 2007 99 80.1 56 47.7 i _CN\
Sex Ratio (per 100 female) 2007 93.9 99.3 103.2 4 __,_,..-r:r'""":‘_':"
Female Population 15-49 years (Y% of ¢ = =
population) 2007 22.2 24.2 24.5 314 &4
Life Expectancy at Birth — Total (years) 2007 48.3 .Z4 65.4 76.5 @i—— — o ——ya
Life Expectancy at Birth - Female (years) 2007 48.4 5.35 67.2 80.2 &z
Crude Birth Rate (per 1,000) 2007  40.7 36.1 224 11 g4
Crude Death Rate (per 1,000) 2007 148  13.2 8.3 10 g 8 8 8 ¢ ¢
Infant Mortality Rate (per 1,000) 2007 89.4  85.3 57.3 47 R i A
sty Pl Africa
Total Fertility Rate (per woman) 2007 5.6 4.7 2.8 1.0
Maternal Mortality Rate (per 100,000) 2004 984 723.6 504 8
Health & Nutrition Indicators
Physicians (per 100,000 peop 2004 2.1 39.€ 78 287
Nurses (per 100,000 peop 2004 56.2 120. 98 782 Life Expectancy at Birth
Births attended by Trained Health Personnel 200€ 53.€ 50.4 59 99 [pears)
Access to Sate Water (% of Populatic 200€ /6.2 62.2 80 10C s
Access to Health Services (% of Populatio 2004 35 61.7 80 10C &1
Access to Sanitation (% of Populatic 200€ 88.2  45. 50 100 e
Percent. of Adults (aged 15-49) Living wi g:
HIVIAIDS 2005 14.1 4.7 1.3 03 1
Incidence of Tuberculosis (per 100,0( 200t 409.4 300.7 275 18 L L I T D V(NS
Child Immunization Against T uberculosis (%) 2C06 99 3.E 85 9: % E .g.. § § _g,
Child Immunization Against Measles (%) 2006 85 75.4 78 93.2
unagerweignt Lniaren (Y% OT chliaren unael —=— Mk Africa
years) 2006 19.4 28.6 27 0.1
Daily Calorie Supply per Capit 2004 2077 2436 2 675 3285
Public Expenditure on Health (as % of PIB) 2005 3,7 2.4 1.8 6.3
Education Indicators
Gross Enrolment Ratio (¥ T
Primary School - Tote 200t 119 96.4 91 102.: [ Far 1688 )
Primary School - Fema 200t 121.€ 92.1 105 102
Secondary School - Tot 2004 29  44F 88 99 ™
Secondary School - Feme 2004 25  41.¢ 45.¢ 100.¢ L
Adult llliteracy Rate — Total (% 2007 34.1 33.2 26.€ 1.2 *
Adult lliteracy Rate — Male (% 2007 21.¢ 25.€ 19 0.8 " i
Adult lliteracy Rate - Female (% 200/  46.1 40.¢ 34.2 1.6 5
Percentage of PIB Spent on Education 2006 5.3 4.5 3.9 9 5 # -’:
Environmental Indicators o e e, S R e 2 e
Land Use (Arable Land as % of Total Land Ar 2005-07  19.¢ 6 9.9 11.€ E &2 £ § ® 3
Annual Rate of Deforestation (9 2000-07 2.4 0.7 0.4 -0.2
Annual Rate ot Reforestation (¥ 2000-07 8 10 B Maliwi B Afrlen
Fer Capita CUZ EmISSIONS (Metric to 20U5-U/ i 1 1Y

Country Reports
Note: n.a.: Not Applicable; .... Data Not Available




Appendix Il: Table of ADB’s active portfolio in Mal awi as at December, 2010

Loan/ Amount (UA Amount

Sector/Project Date million) Disbursed %
Approved (UA million) Disbursed

Agriculture
Smallholder Crop 07/07/2006 Loan: 0.00 7.3 49
Production & Marketing Grant :15.00

Total: 15.00
Agriculture 09/09/2009 Loan: 0.00 1.2 8
Infrastructure Support Grant: 15.00
(AISP) Total: 15.00
Support to Secondary | June 2006 Loan: 0.00 5.7 38
School Education V Grant: 15.00

Total: 15.00
Support to Secondary | 21/11/2001 15.0 14.2 95
Education (1V)
Support to Health Sector 24/11/2005 Loan: 0.00 7.6 51
Program SWAp Grant:15.00

Total: 15.00
Local Economic 24/09/2008 Loan: 14.00 0.29 2
Development Grant: 0.00

Total: 14.00
Water & Sanitation
National Water 02/07/2008 Loan: 15.20 25 9.8
Development Program Grant : 10.70

Total: 25.90
Transport Sector
Trunk Road 22/05/2009 24.1 0 0
Rehabilitation
Multinational Nacala 24/06/09 14.3 0 0
Road Corridor
Multisector
PRSG | 07/04/2010 115 0 0




Appendix Ill: Malawi Selected Macroeconomic Indicatbrs

Indicator Unit 2000 2004 2005 2006 2007 2008 2009

National Accounts

GNI at current Prices Million US$ 1,749 2,822 2,865 | 3,156 3,547 4,107

GNI per capita UsS$ 150 220 220 230 025 290

GDP at Current Prices Million US$ 17435 2625.1 205 3163.7 3585.9 4272.6 3333.1

GDP at 2000 ConstantMillion US$ | 17435 1894.1 1956.0 2088.( 2267.9 2889 | 2664.9

prices

Real GDP Growth rate % 0.8 5.4 3.3 6.8 8.6 9.8 7.0

Real per Capita GDP % 2.4 2.6 05 3.8 5.7 6.8 4.1

growth rate

Gross Domestic Investmerit % GDP 13.6 18.2 22.7 21.8 25.3 24.0 20.9

Public Investments % GDP 10.0 9.1 7.2 7.7 14.3 85 | 8.0

Private Investments % GDP 35 9.1 155 14.2 11.1 515 12.9

Gross National Savin %GDF 8.3 10.¢ 10.¢ 14.7 23.7 16.2 14.7

Prices and Money

Inflation (CPI % 29.€ 11.4 15.t 13.¢ 7.S 8.7 8.5

Exch. Rate (Annua| Local 59.5 108.9 118.4 136.0 140.0 140.5 141.7

Average) currency/US$

Monetary Growth (M2’ % 45t 29.7 16.2 16.4 36.€ 62.€ 23.¢

Money & Quasi Money as % 17.8 16.6 16.6 14.6 17.1 23.3 36.6

% of GDP

Government Finan

Total Revenue and Grants %GDP 24.1 34.7 375 31.2 1.7 3 30.1 29.8

Total Expenditure & net %GDP 29.7 425 42.9 312 33.0 32.8 35.2

Lendinc

Overall Deficit/Surplus %GDP -5.6 -7.8 -5.4 0.0 31. -2.7 -5.4

External Sectc

Exports volume growth % -6.6 1.8 0.6 3.7 194 -7.5 26.3

(Goods)

Imports volume Growth % -21.3 13.9 217 1.6 -5.0 -1.1 55

(Goods)

Terms of trade growl % -9.5 8.7 -0.7 -2.E -3.C 21.7 -13.¢

Current Accounts balan Million US$ | -91.F -455.¢ -664.£ -203.( -91.2 -289.2 -269.¢

Current account balance %GDP -5.3 -17.4 -24.1 -6.4| -2.5 -6.8 -8.1

Extrenal Reserves Months nf3.4 1.0 1.1 0.8 1.1 1.0 0.8
imports

Debt & Financial Flow

Debt Servic % Export: 19.¢ 19.C 18.F 14.: 2.C 1.3 2.C

External Debt %GDP 153.4 112.6 107.8 14.3 14.4 16.0| 26.1

Net Total Financial Flo Million US$ | 431.] 509.z 572.1 706.< 724.% 923.¢

Net Official Dev. | Million US$ | 446.2 503.5 573.3 698.2 742.1 912.7

Assistance

Net Foreign Direct| Million US$ | 39.6 107.7 52.3 72.2 921 170 60.4

Investment

Source: AfDB Staistics Department: December 2010



Appendix IV. Key Related Projects Financed by the Bnk and Other Development
Partners in the Country

1. The African Development Bank currently has two dngapriojects in the Agriculture
sector for a total amount of UA30.00 million, whicbmplements partly the work of other main
donors active in this sector. The Donors form ardmation group referred to as the Donor
Coordination Group on Agriculture and Food Secuf@Z GAFS), which comprises the AfDB,
World Bank, EU, FAO, IFAD, CIDA, DfID, Germany, JK; Norway, and USAID. Given the
prominence of agriculture to most of the populatiorerventions in this sector will remain a
priority under the MGDS.

2. The EU is the lead donor in the Agriculture &rR®uDevelopment sector and the
Agriculture Sector Wide Approach (ASWAp) providesnaminal framework for donors’
agricultural sector interventions. However, mostats have not engaged fully in supporting the
ASWAp, mainly because the necessary structurepdofing and earmarking donor funds are
not yet fully developed within the relevant instituns. Moreover, the participating donors are
yet to formalize and ratify a Memorandum of Undamnsting and a code of conduct to govern
ASWAp.

3.  The most relevant ongoing projects include theofelhg (see also the section on
“Consultation, Coordination and Collaboration bejow

)] UNDP - SLM and Climate Adaptation in the Shire Riasin. This project is
currently at project preparation stage, and aimsatllress Sustainable Land
Management and Climate Adaptation through stremgtigethe adaptive capacity of
communities in the Shire Basin to reduce land d#agran and cope with future
climate change.

i) IFAD - Smallholder Flood Plains Development PrognaenSFPDP)

iii) JICA - Construction and Rehabilitation of Bwanjellgg Irrigation Project, and
Capacity building and development for Smallholdegation Schemes;

iv) BADEA - Small Farms Irrigation Development Project;

V) USAID - Support to NASFAM, Support for AgricultutglLinked Enterprises,
Cassava Industry Promotion Project (SARRNET), Degppe the Micro-finance
Sector, Commercial Microfinance for Malawi Undersdeved Poor (Opportunity
International);

Vi) World Bank/IFAD - Irrigation, Rural Livelihoods andgriculture Development
Project;

vii)  EU Public Works Programme; and

viii)  African Development Bank — (i) Smallholder Crop &uotion and Marketing Project
(SCPMP); and (ii) Agriculture Infrastructure SupipBroject

4. In general, these interventions seek to addreasss®lated to food security and poverty
reduction through empowerment of rural communitissnmunity involvement in irrigation
development, natural resources management, divatsdn of income sources, improved
access to domestic water supply, rural infrastmagtlivestock production, and improved crop
husbandry practices.



Appendix V. Map of the Project Area
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