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Mapa de la zona del proyecto
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Proyecto para la Promocion de los Ingresos Rurales
mediante las Exportaciones

Resumen de la financiacion

Institucién iniciadora:
Prestatario:

Organismo de ejecucion:

Costo total del proyecto:

Cuantia del préstamo del FIDA:

Cuantia de la donaciéon del FIDA:

Condiciones del préstamo del FIDA:

Cofinanciador:

Cuantia de la cofinanciacién:

Condiciones de la cofinanciacién:

Contribucion del prestatario:
Contribucién de los beneficiarios:
Institucién evaluadora:

Institucion cooperante:

FIDA
Republica de Rwanda

Unidad Unica de ejecucion de proyectos del Ministerio
de Agricultura y Recursos Animales

USD 56,1 millones

DEG 11,6 millones (equivalente a USD 18,7millones,
aproximadamente)

DEG 11,6 millones (equivalente a USD 18,7millones,
aproximadamente)

Plazo de 40 afos, incluido un periodo de gracia de 10,
con un cargo por servicios de tres cuartos del uno por
ciento (0,75%) anual

Sector privado; por determinar

Sector privado: USD 2,8 millones

Por determinar: USD 10,3 millones

Sector privado: capital propio
Por determinar: donacion

USD 5,1 millones
USD 0,5 millones
FIDA

Supervisado directamente por el FIDA
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Recomendacion de aprobacion

Se invita a la Junta Ejecutiva a que apruebe la recomendacién sobre la propuesta
de financiacién a la Republica de Rwanda para el Proyecto para la Promocidn de los
Ingresos Rurales mediante las Exportaciones, que figura en el parrafo 37.

Propuesta de préstamo y donacion a la Republica de
Rwanda para el Proyecto para la Promocion de los
Ingresos Rurales mediante las Exportaciones

I.

A.
1.

El proyecto

Principal oportunidad de desarrollo abordada por el proyecto

Mediante el proyecto se brindara ayuda a los pequefios productores, aprovechando
las oportunidades para la obtencion de ingresos concretos en las cadenas de valor de
cultivos comerciales en favor de los pobres, en asociacion con operadores privados.
El proyecto se centrara principalmente en cultivos de exportacion ya comprobados
de café y té, en el prometedor cultivo de exportacion de la seda y en cultivos
horticolas, fundamentalmente para los mercados locales y regionales.

Financiacion propuesta

Términos y condiciones

Se propone que el FIDA conceda a la Republica de Rwanda un préstamo de

DEG 11,6 millones (equivalente a USD 18,7 millones, aproximadamente), en
condiciones muy favorables, y una donacién de DEG 11,6 millones (equivalente a
USD 18,7 millones, aproximadamente), para contribuir a financiar el Proyecto para la
Promocion de los Ingresos Rurales mediante las Exportaciones. El préstamo tundra
un plazo de 40 anos, incluido un periodo de gracia de 10, con un cargo por servicios
de tres cuartos del uno por ciento (0,75%) anual.

Relacion con el sistema de asignacion de recursos basado en los resultados
(PBAS) del FIDA

La asignacion anual que corresponde a Rwanda con arreglo al PBAS es de

USD 39,8 millones durante el ciclo de asignacion de 2010-2012. En julio de 2011, el
FIDA propuso una cuantia equivalente a USD 2,5 millones en calidad de financiacion
suplementaria para el Proyecto de Apoyo al Plan Estratégico de Transformacién del
Sector Agricola. Se prevé que la totalidad del saldo de la asignacion financiara el
proyecto propuesto.

Relacion con los criterios relativos al marco nacional de gastos a medio
plazo

El Gobierno de Rwanda planifica su presupuesto nacional de conformidad con las
prioridades de su estrategia de desarrollo econémico y reduccién de la pobreza. En
su presupuesto 2010-2011, se prevé aumentos en el sector agricola para los dos
proximos afios, entre ellos, el gasto para el proyecto propuesto.

Relacion con los enfoques sectoriales nacionales u otros instrumentos
conjuntos de financiacion

Las actividades del proyecto estan plenamente alineadas con las prioridades
sectoriales de Rwanda y los planes para establecer un enfoque sectorial agricola que
permita armonizar y vincular las intervenciones publicas en el sector. Este se regira
por el método de financiacion del proyecto previsto en el memorando de
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entendimiento del enfoque sectorial, la funcién de liderazgo en la ejecucion de la
unidad de ejecucion del proyecto Unico y los procesos sectoriales de seguimiento y
evaluacion. Estas disposiciones guardan conformidad con la Politica del FIDA sobre
los enfoques sectoriales en la agricultura y el desarrollo rural.

Carga de la deuda del pais y capacidad de absorcion del Estado

En su calidad de pais muy endeudado, Rwanda se convirtié en un beneficiario
importante de la Iniciativa para la reduccion de la deuda de los paises pobres muy
endeudados. Sin embargo, su deuda nominal acumulada sigui6 siendo insostenible,
aunque con mejoras recientes. El Banco Mundial, el Banco Africano de Desarrollo y el
FIDA prestan actualmente asistencia financiera en forma de préstamos al 50% y
donaciones al 50% con arreglo al marco de sostenibilidad de la deuda.

Flujo de fondos

El FIDA abrird una cuenta del préstamo y de la donacién para el proyecto. Los
fondos del FIDA se ingresaran a una cuenta designada abierta por el Gobierno,
expresados en dolares estadounidenses, y a una cuenta operacional del proyecto,
expresada en moneda local. El Ministerio de Agricultura y Recursos Animales
administrard ambas cuentas.

Disposiciones de supervision
El proyecto estara supervisado directamente por el FIDA.

Excepciones a las Condiciones Generales para la Financiacion del Desarrollo
Agricola y las politicas operacionales del FIDA

No se prevén excepciones.

Gobernanza

Se han previsto las medidas siguientes para mejorar los aspectos de la financiacion
del FIDA relacionados con la gobernanza: i) la contratacion de conformidad con los
procesos y las normas de adquisicion publicos, que son compatibles con las
directrices del FIDA en materia de adquisiciones, y ii) la gestion de la contratacion
basada en los resultados.

Grupo objetivo y participacion

Grupo objetivo

De conformidad con la Politica del FIDA de focalizacidn, el proyecto estara dirigido a
pequefos agricultores como principal grupo objetivo. En este grupo, se prestara
especial atencion a los hogares encabezados por mujeres y a los hogares con pocas
tierras. Si bien es de alcance nacional, el proyecto se centrara en Rwanda occidental
en lo que respecta a la produccidon de café y té. Las actividades de sericultura y
horticultura se dispersaran ampliamente. Cerca de 128 700 hogares se beneficiaran
del proyecto.

Criterios de focalizacion

Mediante la focalizacién geografica, se determinaran los posibles sitios del proyecto
segun las condiciones agroecoldgicas y econdmicas. En estos sitios, los mecanismos
de inclusidn permitiran fomentar y facilitar la participacién de hogares vulnerables,
en especial los hogares encabezados por mujeres y los hogares con pocas tierras.
Participacion

Se organizara a los hogares participantes en cooperativas, donde se tomaran
decisiones relativas a las inversiones y los servicios. Los procesos democraticos
internos seran promovidos a través de la capacitacion y la preparacién en materia de
gobernanza de cooperativas. A nivel del proyecto, la participacion de los
representantes de los clientes para la planificacidon y supervision se vera reforzada
mediante la participacion de los representantes de los beneficiarios en el comité
directivo del proyecto.
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Objetivos de desarrollo

Objetivo principal del proyecto

La meta general del proyecto es aumentar los ingresos de los pequefios agricultores.
Su objetivo de desarrollo es fomentar rendimientos elevados sostenibles para los
agricultores de cadenas de valor agricolas de importancia clave orientadas por las
exportaciones, por medio de un mayor volumen de produccién y una mejor calidad,
una comercializacion mejorada, y organizaciones campesinas eficaces.

Objetivos institucionales y de politicas

El proyecto tiene por finalidad modificar el mecanismo que fija el precio de las hojas
de té al productor, al mejorar la posicién de negociacion de los agricultores. Su
objetivo institucional es fortalecer las cooperativas de productores como asociados
econdmicos propiamente dichos del sector privado.

Alineacion con la politica y la estrategia del FIDA

El proyecto contribuira a los tres objetivos estratégicos del programa sobre
oportunidades estratégicas nacionales del FIDA para Rwanda: i) el incremento de las
oportunidades econdmicas para los pobres de las zonas rurales y el aumento de la
sostenibilidad de sus salarios; ii) el fortalecimiento de organizaciones e instituciones
de los pobres de las zonas rurales, vy iii) el fomento de la participacion de grupos
vulnerables en materia de transformacion social y econdmica. Asimismo, el proyecto
es plenamente compatible con las politicas del FIDA, entre otras, la politica del FIDA
relativa al sector privado, la Politica del FIDA en materia de financiacion rural, el
Marco Estratégico del FIDA (2011-2015) y la Politica del FIDA sobre los enfoques
sectoriales en la agricultura y el desarrollo rural.

Armonizacion y alineacion

Alineacioén con las prioridades nacionales

El proyecto responde adecuadamente tanto al Plan estratégico de transformacion del
sector agricola como a la Estrategia de desarrollo econdmico y reduccion de la
pobreza, y es plenamente coherente con ellos. Asimismo, el proyecto esta
estrechamente alineado con los objetivos del programa sobre oportunidades
estratégicas nacionales, acordados entre el Gobierno y el FIDA. La intensificacion de
la produccion y comercializacidon de cultivos comerciales de las pequefias
explotaciones es una prioridad fundamental para el Gobierno.

Armonizacion con los asociados en el desarrollo

El proyecto se prepard conjuntamente con asociados activos en la esfera del
desarrollo rural a través del equipo de gestion del programa en Rwanda. Mediante
este proceso, se desarrollaron sinergias con el Fideicomiso Familiar Wood, una
fundacion privada, y el Proyecto de Competitividad y Desarrollo Empresarial apoyado
por el Banco Mundial. El proyecto se basara también en el Proyecto de Apoyo a la
Horticultura de Rwanda apoyado por la Cooperacién Técnica Belga, actualmente en
su fase de cierre.

Componentes y categorias de gastos
Componentes principales

El proyecto consta de los seis componentes siguientes: i) produccién de café

(36% de los costos basicos del proyecto), que permitird aumentar la produccién y
mejorar la calidad de café de lavado completo y orientarse a los mercados rentables;
ii) produccién de té (30%), en apoyo de la expansidon de té en el marco de un
modelo de asociacion que introduce la competencia entre inversionistas privados;

iii) cultivo de la seda (7%), que permitira establecer un sector de sericultura en
Rwanda; iv) horticultura (6%), en apoyo de asociaciones comerciales que cuenten
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con la participacidon de asociados privados y pequefios agricultores; v) servicios
financieros (13%), que prestaran servicios financieros adecuados y sostenibles a las
partes interesadas participantes, y vi) gestion del proyecto y apoyo institucional
(8%), con miras al fortalecimiento de organismos publicos para la ejecucion de
proyectos y el apoyo sostenible a las cadenas de valor.

Categorias de gastos

Se prevén dos categorias de gastos: i) bienes y fondos de desarrollo, y ii) servicios y
costos ordinarios.

Gestion, responsabilidades de ejecucion y asociaciones
Principales asociados en la ejecucion

Los principales asociados seran: i) la NAEB; ii) la Junta sobre Agricultura de Rwanda,
y iii) el Fondo de Desarrollo del Banco de Desarrollo de Rwanda.

Responsabilidades de ejecucion

La unidad unica de ejecucién de proyectos coordinara el proyecto, mientras que la
NAEB llevara a cabo la mayoria de las actividades. Las funciones de coordinacion del
proyecto se integraran en la unidad Unica de ejecucion de proyectos y la NAEB, y se
creara temporalmente una funcion de gerente operacional del proyecto para que
preste asistencia en el desempefio de las responsabilidades de gestion. La Secretaria
permanente del Ministerio de Agricultura y Recursos Animales presidira el comité
directivo del proyecto.

Funcion de la asistencia técnica

Mediante el proyecto, se prestara considerable asistencia técnica a fin de potenciar
las capacidades de las cooperativas participantes para manejar los procesos
econdmicos, y a las entidades seleccionadas del gobierno central y organizaciones
campesinas. En particular, se prevé que la asistencia técnica brinde apoyo a las
escuelas de campo para agricultores y al programa de entrega de resultados de las
cooperativas.

Estado de los principales acuerdos de ejecucion

El Gobierno, que se comprometié a poner en funcionamiento a la NAEB para fines de
julio de 2011, ha creado una nueva institucidon y ha cubierto puestos de gestidn
importantes.

Principales asociados financieros y cantidades comprometidas

Los costos totales del proyecto ascienden a USD 56,1 millones durante un periodo de
siete anos. Las principales fuentes de financiacidon son: el FIDA (66,7%),
cofinanciadores por determinar (18,4%), agricultores (0,9%), el sector privado
(5,0%) y el Gobierno (9,0%). La contribucién del Gobierno cubrira todos los
impuestos y parte de los salarios y costos operacionales del componente del cultivo
de la seda.

Beneficios y justificacion econdmica y financiera

Principales categorias de beneficios generados

Los principales beneficios seran los aumentos en la produccion, y precios al
productor mas elevados. Por lo que respecta al café, la produccion por arbol en las
actuales plantaciones focalizadas aumentara en al menos un 30%, y la participacion
del precio final del mercado de los cultivadores de té alcanzara por lo menos el 40%.

Viabilidad econémica y financiera

La tasa interna de rendimiento econémico del proyecto se estima en 17,2%. Su
viabilidad econdmica es resistente a los cambios desfavorables en los costos del
proyecto.
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Gestion de conocimientos, innovacion y ampliacion de escala
Disposiciones relativas a la gestiéon de conocimientos

Se desarrollara un sistema de aprendizaje del proyecto que abarcara la planificacién,
el seguimiento y la evaluacion (SyE), y la gestion de los conocimientos al inicio de la
ejecucion del proyecto, como una herramienta de la NAEB que permitira medir y
analizar los progresos y el impacto del proyecto, determinar los éxitos e intercambiar
conocimientos con las partes interesadas del proyecto. Ademas, mediante el
proyecto se asistira a la NAEB en el disefio de una estrategia de gestion de los
conocimientos y un sistema de gestién de la informacion que abarcara informacién
especifica del proyecto y sectorial.

Innovaciones en el desarrollo que el proyecto promovera

Las principales innovaciones seran las siguientes: i) un apoyo adicional focalizado en
los hogares vulnerables para el establecimiento de plantaciones de té y café;

ii) mecanismos competitivos para brindar apoyo del proyecto a los sitios en que los
asociados privados ofrecen los mejores precios para las hojas verdes de té cultivadas
por los agricultores, vy iii) el modelo de produccion para la seda de pequeros
productores.

Ampliacion de escala

El proyecto representa una ampliacion de la escala de su proyecto anterior, el
Proyecto de Desarrollo de Cultivos Comerciales y de Exportacion en Pequefias
Explotaciones, con mejoras en su enfoque en favor de los pobres y en la eficacia
operacional de las operaciones de apoyo.

Riesgos mas importantes

Riesgos mas importantes y medidas de atenuacion

El proyecto se enfrenta a los dos riesgos institucionales principales siguientes: i) la
creacion de la NAEB, vy ii) las capacidades de gestion de las cooperativas. El primero
conlleva posibles ineficacias y retrasos, que seran atenuados al asegurar la
disponibilidad de suficiente personal, asistencia técnica y proveedores de servicios.
El segundo se refiere a la inclusion de cada cooperativa participante en el programa
de entrega de resultados de las cooperativas (un programa completo para el
fortalecimiento de la gobernanza y la gestion de cooperativas) y la elaboracion de
sistemas de seguimiento y evaluacion de apoyo a la gestion interna de las
cooperativas. Otro riesgo importante es la financiacion, que hasta ahora no ha sido
determinada, de USD 10,3 millones para el proyecto, que se ha atenuado por el
hecho de no haberse previsto costos no financiados hasta el cuarto afio del proyecto.
En la eventualidad de que no se encuentre otro cofinanciador, esta previsto que el
FIDA sera el financiador de Gltimo recurso.

Clasificacion ambiental

De conformidad con los procedimientos del FIDA para la evaluacion ambiental, se ha
asignado al proyecto la categoria B por considerarse que es favorable al medio
ambiente y que esta alineado con las politicas y estrategias ambientales nacionales.
El riesgo ambiental mas importante se relaciona con los vertidos organicos de las
estaciones de lavado de café, que se atenuara mediante la construccion de
instalaciones para el tratamiento de aguas, plenamente subvencionadas, y el apoyo
a su funcionamiento.

Sostenibilidad

Mediante el proyecto, se elaborardan modelos comerciales viables y sostenibles en las
cadenas de valor de café, té, sericultura y horticultura, con el objetivo claro de
desarrollar instituciones capaces de funcionar de manera independiente una vez
terminado el proyecto.
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Instrumentos y facultades juridicos

Un convenio de financiacion del proyecto entre la Republica de Rwanda y el FIDA
constituye el instrumento juridico para la concesién de la financiacién propuesta al
prestatario/receptor. Se adjunta como anexo copia del convenio de financiacién
negociado.

La Republica de Rwanda esta facultada por su legislacion para recibir financiacién del
FIDA.

Me consta que la financiacidon propuesta se ajusta a lo dispuesto en el Convenio
Constitutivo del FIDA vy las Politicas y Criterios en materia de Préstamos.

Recomendacion

Recomiendo a la Junta Ejecutiva que apruebe la financiacién propuesta de acuerdo
con los términos de la resolucidén siguiente:

RESUELVE: que el Fondo conceda un préstamo en condiciones muy favorables
a la Republica de Rwanda, por una cuantia equivalente a once millones
seiscientos mil derechos especiales de giro (DEG 11 600 000), conforme a
unos términos y condiciones que se ajusten sustancialmente a los
presentados en este informe.

RESUELVE ADEMAS: que el Fondo conceda una donacién a la Republica de
Rwanda, por una cuantia equivalente a once millones seiscientos mil derechos
especiales de giro (DEG 11 600 000), conforme a unos términos y condiciones
que se ajusten sustancialmente a los presentados en este informe.

Kanayo F. Nwanze
Presidente
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Negotiated financing agreement:

"Project for Rural Income through Exports"(PRICE)

(Negotiations concluded on 2 September 2011)

Loan Number: [click and insert number]

Grant Number: [click and insert number]

Project Title: Project for Rural Income through Exports (PRICE) (the “Project”)

The Republic of Rwanda (the “Borrower”)

and

The International Fund for Agricultural Development (the “Fund” or “"IFAD")

(each a “Party” and both of them collectively the “Parties”)

hereby agree as follows:

Section A

1. The following documents collectively form this Agreement: this document, the
Project Description and Implementation Arrangements (Schedule 1), the Allocation Table
(Schedule 2), and the Special Covenants (Schedule 3).

2. The Fund’s General Conditions for Agricultural Development Financing dated

17 September 2010, as may be amended from time to time (the “General Conditions”)
are annexed to this Agreement, and all provisions thereof shall apply to this Agreement.
For the purposes of this Agreement the terms defined in the General Conditions shall
have the meanings set forth therein.

3.  The Fund shall provide a Loan and a Grant to the Borrower (the “Financing”), which
the Borrower shall use to implement the Project in accordance with the terms and
conditions of this Agreement.

Section B

1. A.  The amount of the Loan is eleven million six hundred thousand Special
Drawing Rights (SDR 11 600 000).

B. The amount of the Grant is eleven million six hundred thousand Special
Drawing Rights (SDR 11 600 000).

2. The Loan is granted on highly concessional terms as defined in Section 5.01 (a) of
the General Conditions.

3. The Loan Service Payment Currency shall be the United States Dollars (USD).
4. The first day of the applicable Fiscal Year shall be the first of July.

5. Payments of principal and service charge shall be payable on each 15 April and
15 October.
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6. The Borrower shall open a Designated Account in the National Bank of Rwanda for
the purposes of financing the Project with IFAD loan and grant proceeds and operated by
the Lead Project Agency.

7.  There shall be a Project Account opened in the National Bank of Rwanda and
operated by the Lead Project Agency.

8. The Borrower shall provide counterpart financing for the Project in an approximate
amount of four million one hundred sixty thousand United States Dollars

(USD 4 160 000). The counterpart financing provided by the Borrower shall cover the
payment of duties and taxes related to the Financing and some recurrent costs.

Section C

1. The Lead Project Agency shall be the Ministry of Agriculture and Animal Resources
(MINAGRI) of the Borrower, acting through its Single Project Implementation Unit
(SPIV).

2. The following are designated as additional Project Parties: National Agricultural
Export Development Board (NAEB), the Rwanda Agriculture Board (RAB), and the
Development Fund (BDF) of the Development Bank of Rwanda (BRD).

3. The Project Completion Date shall be the seventh anniversary of the date of entry
into force of this Agreement.

Section D

The Financing shall be administered and the Project supervised by the Fund.

Section E

1. The following are designated as additional grounds for the suspension of this
Agreement:

(a) The Project Implementation Manual (PIM), or any provision thereof, has been
waived, suspended, terminated, amended or modified without the prior
agreement of the Fund and the Fund has determined that such waiver,
suspension, termination, amendment or modification has had, or is likely to
have, a material adverse effect on the Project, and the Borrower has not
taken any measures to remedy the situation; and

(b) The Project Coordinator and/or the PRICE Operational Manager and/or the
Project Director of Administration and Finance (DAF) have been removed from
the Project without the prior concurrence of the Fund.

2. The following are designated as additional general conditions precedent to
withdrawal:

(a) The Designated Account and the Project Account shall have been duly opened
by the Borrower;

(b) The first draft of the PIM shall have been submitted to the Fund;
(c) The Project Coordinator, the PRICE Operational Manager, and the DAF shall

have been duly appointed by the Borrower with the prior no-objection of the
Fund; and
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(d) The Borrower shall have established the Project Steering Committee.
3. This Agreement is subject to ratification by the Borrower.

4, The following are the designated representatives and addresses to be used for any
communication related to this Agreement:

For the Fund: For the Borrower:
President Ministry of Finance and
International Fund for Agricultural Development Economic Planning

Via Paolo di Dono 44 of the Republic of Rwanda
00142 Rome, Italy P.O. Box 158

Kigali, Republic of Rwanda

This Agreement, dated [click and type], has been prepared in the English language in six
(6) original copies, three (3) for the Fund and three (3) for the Borrower.

For the Fund For the Borrower
[insert name and title] [insert name and title]
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Schedule 1

Project Description and Implementation Arrangements

I. Project Description

1. Target Population. The Project shall benefit smallholder farmers, and especially
woman-headed households and households with little land, involved in the production of
coffee, tea, sericulture and horticulture, which is estimated to amount to

128 700 households, including some 72 400 coffee farmers, 14 300 tea farmers,

1 600 farmers producing raw silk and about 7 200 horticultural producers. The Project
Area shall have a national scope, and it shall comprise the Southern and Western Provinces
of Rwanda for tea activities. Sericulture and coffee activities shall be dispersed in agro-
ecological zones across the country, and horticulture activities shall be implemented in
agro-ecological zones established on the basis of pre-determined production criteria.

2. Goal. The goal of the Project is to raise the income of smallholder farmers.

3.  Objectives. The objective of the Project is to achieve sustainable increased returns to
farmers from key export-driven agricultural value chains, through increased volumes and
quality of production, improved marketing and effective farmer organisations. Additionally,
the Project shall strengthen producer cooperatives as full-fledged economic partners of the
private sector.

4. Components. The Project shall consist of the following Components: (I) Coffee
Development, (II) Tea Development, (III) Silk Development, (IV) Horticulture,
(V) Financial Services, and (VI) Project Management and Institutional Support.

4.1. Component 1: Coffee Development. This component shall include three sub-
components.

4.1.1. Sub-component 1.1: Production and quality. The activities under this sub-
component shall include:

(a) Research on the: (i) production of in vitro plantlets; (ii) increase in the
number of high quality clones to enhance productivity and reduce dependence
on a few varieties; (iii) development of Integrated Pest Management (IPM)
packages to eliminate major pests. In addition, national Soil and Leaf
Analyses shall be conducted to define fertiliser requirements for the different
coffee growing areas.

(b) Increasing access to clean planting material by training farmers on adequate
tree planting techniques and nursery management to reduce the loss of
seedlings.

(c) Increasing access to fertilisers by: (i) developing farmers’ capacity to use
fertilisers through farmers field schools (FFS); (ii) disseminating and
implementing the Soil and Leaf Analysis, including building the capacities of
extension service personnel; (iii) linking cooperatives to private suppliers, and
assisting them in placing adequate and timely orders through the Turnaround
Programme, described in sub-component 1.2 (section 4.1.2); (iv) developing
a cooperative-based voucher system for purchasing fertilisers; and (v)
facilitating cooperatives’ timely access to commercial credit.

10
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Increasing access to training and advisory services by: (i) financing FFS for
60 000 coffee growers on existing plantations and 12 000 coffee growers on
new ones; (ii) financing the Turnaround Programme; and (iii) establishing an
advisory system for coffee cooperatives by training NAEB; developing
cooperatives’ and unions’ capacities to provide services for which they have a
comparative advantage; promoting the use of radio and cell phones to provide
access to technical messages and information; and improving linkages
between cooperatives and exporters.

Expansion of plantations by producing 3,100 ha of new coffee plantations in
an initial three year phase, including 600 ha of coffee plantations started by
the Smallholder Cash and Export Crops Development Project (PDCRE) entered
into between the Republic of Rwanda and the Fund (IFAD Loan No. 596-RW).
At the end of the initial three year phase, the Borrower shall make an
assessment of performance results. Pending a positive performance
assessment, the Project shall initiate a second phase of coffee plantations that
shall cover an additional 2 900 ha.

4.1.2. Sub-component 1.2: Processing and marketing. The activities under this sub-
component shall include:

C))

(b)

(©)

(d)

(e)

()

Supporting cooperative-owned coffee washing stations by implementing the
Turnaround Programme in approximately 67 additional cooperative owned
coffee washing stations. Under the Turnaround Programme, selected business
advisors shall ensure tailor-made support to each coffee cooperative in order
to develop a business plan, strengthen organisation and governance, develop
linkages with buyers and financial institutions, provide training in processing
techniques and quality control, set up a coffee traceability system and
strengthen management skills.

Financing 50 new coffee washing stations in carefully targeted areas with
grants to meet part of their investment costs, on the basis of need,
production and marketing potential.

Quality enhancement through the provision of cupping training workshops to
coffee farmers, and assisting coffee cooperatives in accessing certification
programmes.

Branding and promotion through the development and implementation of a
Rwanda coffee branding strategy to promote both national and regional
origins.

Capacity building for cooperative-owned export and marketing companies,
including Misozi, based on capacity assessment.

Roasting support for women in selected cooperatives in order to develop
coffee roasting activities for the domestic market.

4.1.3. Sub-component 1.3: Value chain governance. The activities under this sub-
component shall include:

(@)

(b)

Assisting the national coffee multi-stakeholder platform gathering value chain
stakeholders and district-level multi-stakeholder coffee task forces.

Supporting the Rwandan Coffee Cooperatives Federation (RCCF) and its

unions through: (i) capacity assessments; (ii) the revision of the RCCF
strategy and the establishment of annual business plans; (iii) training and

11
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other capacity building support; and (iv) technical support to make RCCF and
unions financially sustainable.

(c) Providing technical assistance to coffee farmers, through a service provider,
for innovation and value chain development.

(d) Creating a Coffee Information System.

4.2. Component 2: Tea Development. This component shall build on the tea
expansion model of PDCRE in partnership with private investors. The objective of this
component is to increase farmer revenues by: (i) building their capacities to produce
more and better green leaves, (ii) support tea factories in reaching high value markets,
and (iii) promoting cooperation between tea cooperatives and private factories in order to
enable farmers to earn a higher share of the end market price. This component shall
include three sub-components.

4.2.1. Sub-component 2.1: Consolidation at Nshili and Mushubi sites. This sub-
component shall consolidate PDCRE’s achievements at the Nshili and Mushubi Project
sites. The activities under this sub-component shall include:

(a) Developing a new business model. The Project shall assist the existing tea
cooperative at Nshili and the Nshili-Kivu Tea Factory (NKTF) to negotiate and
sign an agreement to define their respective responsibilities in reaching a
profitability objective. The tea cooperative shall be responsible for meeting
agreed quantities and quality of green leaves, for planning and executing new
planting; for ensuring proper maintenance of the tree bushes; and for
applying state-of-the-art practices to production. NKTF shall be responsible
for purchasing green leaves against an agreed formula enabling a higher and
more equitable pricing than the current minimum price set by the National
Tea Working Group.

(b) Support to tea cooperatives. Under this sub-component, the Project shall
finance, for the two tea cooperatives in Nshilii and Mushubi respectively: (i)
FFS in existing tea plantations; (ii) technical support to improve the
operational and financial management of the tea cooperatives; (iii) technical
staff (agronomists and field technicians) for the tea cooperatives; (iv) a NAEB
team to support and assist the cooperative technical staff in the first year of
the Project; and (v) legal capacity building to improve the tea cooperatives’
negotiating ability.

(c) New plantations. The Project shall finance the planting of an additional 445 ha
of thé villageois (smallholder tea) if certain pre-conditions, as determined in
the Project Implementation Manual are satisfied.

4.2.2. Sub-component 2.2: Greenfield site development. The activities under this sub-
component shall promote the development of the institutional capacities of the four tea
cooperatives recently established on the new Greenfield tea sites of the Project area (the
Greenfield sites of Gatare, Rutsiro, Karongi, and Muganza-Kivu), and to support the
development of these four new Greenfield sites. The activities under this sub-component
shall include:

(a) Assisting new tea cooperatives through: (i) the implementation of FFS; (ii)

assisting the management capacity building of the cooperatives along the
Nshili model, in line with sub-component 2.1 (section 4.2.1); (iii) providing
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legal assistance and the services of an investment broker for the tea
cooperatives; (iv) financing the initial salaries of essential tea cooperative
staff; and (v) office construction and the provision of equipment.

Greenfield site packages. The Project shall: (i) purchase equity shares
belonging to the tea factories for the benefit of the tea cooperatives on the
Greenfield sites; (ii) provide seedlings, initial fertilisers, and planting
equipment to the tea cooperatives. Moreover, the Project shall establish a
total of 1 800 ha of tea plantations on the Greenfield sites; (iii) develop
infrastructure, by constructing farm roads and collection points; (iv) provide
marketing support to tea factories, by implementing activities aimed at
assisting them in increasing the quality of production, in forging links with
buyers for direct sales, and in raising added value, for example, through
certification; and (v) implement FFS on the Greenfield sites for the
beneficiaries. The size of the Greenfield Site packages shall be staggered, with
the largest package implemented at the site where the private investor shall
have offered the most favourable conditions to tea growers.

4.2.3. Sub-component 2.3: Tea support services. Activities under this sub-component
shall include:

(@)

(b)

(c)

(d)

Research. The Rwanda Agriculture Board (RAB) shall conduct research on:
(i) the development of high performing and high quality tea clones; (ii)
experimental trials on fertiliser use; and (iii) soil and leaf analysis.

Support to the federation and unions of tea cooperatives by: (i) carrying out a
capacity assessment of the federation and unions; (ii) establishing an annual
business plan for the federation and unions; (iii) training and developing the
capacity of the federation in becoming financially autonomous.

Land titling. The Project shall implement land registration and titling for tea
growers in the new plantations described in sub-component 2.1 (section
4.2.1).

Technical assistance for innovation and value chain development. A service
provider with proven experience in supporting the tea industry shall be
contracted to provide short-term technical assistance to the tea factories and
participating cooperatives in the Project Area on: strategic guidance, problem
identification and solving, and coordination support.

4.3. Component 3: Silk development. Under this component, the Project shall
progressively set-up a cost-effective business model for sericulture and basic processing
in Rwanda, in order to increase the sustainable income of the members of the

40 sericulture cooperatives in the Project Area. This component shall include three sub-
components.

4.3.1. Sub-component 3.1: Farmer-based production. The activities under this sub-
component shall include:

(a)

(b)

Assisting individual farmers in building simple rearing houses of raw clay
bricks by providing each participating cooperative with one brick moulding
machine, which in turn shall be rented to farmer.

Supplying individual farmers with roofing material and rearing equipment.
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Providing individual farmers with sericulture input packages for three
consecutive cycles.

Training farmers on appropriate production techniques, both for mulberry
trees cultivation and silkworm rearing.

4.3.2. Sub-component 3.2: Field support services. The activities under this sub-
component shall include:

(@)

(b)

(c)

(d)

(e)

Importation of silkworm eggs. the National Sericulture Centre (NSC) shall
import approximately 11 000 boxes of silk worm eggs.

Access to fertilisers. The Project, through NSC, shall set up a revolving fund in
every silk cooperative in order to purchase fertilizers and other critical inputs
(lime, formalin, etc.) needed for the maintenance of mulberry and silkworm
rearing.

Access to management services. The Project, through NSC, shall contract one
management advisor in each of the five Sericulture Support Centres (SSCs).
These management advisors shall assist each SSC Manager. The management
advisors shall support the cooperatives in preparing and implementing their
annual business plans, and developing the cooperatives’ capacities to organise
support services on a cost-effective basis.

Access to technical services. The Project, through NSC, shall contract
sericulture specialists and extensionists in each of the five SSCs to provide a
range of technical assistance to cooperatives and their members. The
technical assistance shall include, amongst other things, sericulture
techniques, mulberry tree maintenance and leaf production, and intercropping
techniques to grow food crops in the mulberry tree plantations.

Access to markets. The Project shall finance approximately 10 cocoon drying
chambers for sericulture cooperatives and private partners.

4.3.3. Sub-component 3.3: National value chain support. The activities under this sub-
component shall include:

(@)

(b)

(©)

Technical assistance to NSC. A service provider with proven experience in
supporting the sericulture industry shall be contracted by NSC to provide
technical assistance related to: (i) training NSC and SSCs technicians in
appropriate sericulture technologies; (ii) assisting NSC and SSCs in organising
support services to cooperatives and farmers; (iii) assisting NSC in
introducing and testing the new concept of Young Sericulture Rearing
Centres; (iv) assisting the NSC and SSCs in improving cultural techniques for
maintaining mulberry plantations and increasing mulberry leaf yields; and (v)
organising study tours to silk-producing countries for technicians and farmers.

Institutional support to NSC. The project, through NSC, shall contract a
sericulture technician, a financial manager and an office assistant, to assist
the institutional development of the NSC.

Market study. The Project, through NSC, shall commission a market study to
explore possible market development opportunities for sericulture activities,
including developing added value at farm level and the possible diversification
of silk products manufactured in Rwanda.

14
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(d) Intermediate assessment. An independent assessment of the national
sericulture sector shall be carried out at the end of the third year of the
Project in order to evaluate the performance of this sector.

(e) Assistance to Rwanda Silk Farmers Federation (RSFF) and unions. The Project,
through NSC, shall contract a service provider to provide overall support to
RSFF and its member unions, including, amongst other things: (i) carrying out
a capacity assessment of RSFF; (ii) supporting RSFF in designing a mid-term
development strategy, which shall include an organisation model and a
definition of RSFF responsibilities in terms of service provision and policy
dialogue; (iii) designing annual business plans for unions and providing
assistance to their implementation; and (iv) designing a capacity building plan
for RSFF and assisting its implementation.

4.4. Component 4: Horticulture. The Project shall develop the emergent horticulture
sector in Rwanda by supporting NAEB in promoting new business models benefiting
smallholder farmers in carefully selected value chains. This Component shall include four
sub-components.

4.4.1. Sub-component 4.1: Business partnerships and business models. Under this sub-
component, NAEB shall develop business partnerships between the beneficiaries and
private investors. NAEB shall commission a study to identify priority value chains, and
then invite and select project proposals from beneficiaries and assist them in developing,
negotiating and implementing agreeable business partnerships in the agreed value chains
with private investors. The Project shall assist the implementation of the agreed business
partnerships.

4.4.2. Sub-component 4.2: Business development services. The activities under this sub-
component shall include:

(a) Access to non-financial services for the beneficiaries, including establishing a
critical mass of small-holder plantations of identified value chains in order to
attract private partners (300 ha of avocado, 300 ha of mango, 200 ha of
oranges), management capacity building, technical support services, market
linkages and certification.

(b) Promotion of rural service providers through the provision of grants and
capacity building assistance to new rural service providers that can respond to
business partnership needs.

4.4.3. Sub-component 4.3: Enabling environment for value chain development. Under
this sub-component, the Project shall:

(a) Conduct applied research and technology in research areas that are relevant
to participating business partnerships, including the production of clean
planting material.

(b) Provide expert advice and market promotion for the business partnerships,
including studies to analyse key constraints and solutions to the business
environment, and promotional activities. The Project shall also stimulate
multi-stakeholder engagement through the development of value-chain based
stakeholder organisations.

(c) Provide technical assistance for innovation and strategic development for the

horticultural industry. NAEB shall contract a service provider who shall
provide: strategic guidance in developing methodologies, problem solving,
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coordination support for activities under this component, in particular with
regard to business planning and development; technical input to value chain
selection; and technical support. In addition, the service provider shall also
build the capacity of NAEB staff and build commercial linkages.

4.4.4. Sub-component 4.4: Essential oils. Under this sub-component, the Project shall
assist business partnerships for essential oils through design and implementation
assistance, involving capacity building, technical and extension support services, adaptive
research, market linkages and certification. In addition, the Project shall create an
enabling environment for essential oils by providing analysis services for essential oils,
and by assisting the institutional development of NAEB.

4.5. Component 5: Financial services. This component shall include three sub-
components.

4.5.1. Sub-component 5.1: Access to financial services. Under this sub-component, the
Project shall make the following investments to facilitate the beneficiaries’ access to bank
and micro-finance institution loans:

(a) Partnership with the Development Fund (BDF) of the Development Bank of
Rwanda (BRD). The Project shall work with BDF, a non-lending subsidiary of
BRD, in order to increase the beneficiaries’ access to loans from financial
institutions. To this end, the Project shall provide funds for: (i) a
performance-based grant facility to the BDF, which shall in turn be made
available to the Project beneficiaries, and (ii) a loan guarantee facility to
commercial banks, micro-finance institutions, and SACCOs to back their
investment and working capital loans to the beneficiaries. The project shall
provide technical assistance to BDF for developing an innovative mechanism
of “portfolio guarantee”. An institutional assessment of BDF shall be carried
out at the start of the Project to assess capacities.

(b) Insurance products for risk mitigation. Based on a preliminary feasibility
study, the Project shall assist insurance companies and commercial banks,
through the provision of technical assistance, in developing three new
insurance products for the beneficiaries: (i) life insurance; (ii) weather index-
based insurance; and (iii) coffee price insurance.

(c) Equity financing. In support of the tea value chain (sub-component 2.2,
section 4.2.2), the Project shall finance up to 40% of the share capital of the
new tea factories that shall benefit from Greenfield site packages and these
shares shall be held by the tea cooperatives.

(d) Conditional post-investment support. The Project shall cover part of the
outstanding investment loan debt of PDCRE supported coffee cooperatives,
conditional upon stringent criteria and modalities established in the Project
Implementation Manual.

4.5.2. Sub-component 5.2: Capacity building. This sub-component shall build the
capacities of four categories of target institutions:

(a) Producer cooperatives. The Project shall contract a service provider to build
the capacities of the different value chain cooperatives in preparing business
plans and loan applications meeting bank requirements, and to provide
training on credit management.
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(b) Commercial banks and microfinance institutions. The Project shall provide
technical assistance to commercial banks and microfinance institutions so that
they gain a better knowledge of the cooperative sector, of value chain analysis
and of financing requirements in the selected value chains, and to improve
their procedures for disbursing working capital loans and for monitoring their
repayment.

(c) Savings and Credit Cooperatives (SACCOs). The Project shall contract a
service provider to provide technical assistance to participating SACCOs with
regards to the financing of farmer-based activities related to the Project value
chains.

(d) Other microfinance institutions. The Project shall collaborate with financial
sector support initiatives to promote alternative delivery and collection
mechanisms for loans, savings and remittances with a high potential for large-
scale development.

4.6. Component 6: Project Management and Institutional Support. Under this
Component, the Project shall strengthen government agencies in order to deliver Project
outputs and support sustainable value chain development beyond Project completion.
Project management functions shall be undertaken by existing government structures,
and these structures shall be strengthened in order to fulfill their implementation
responsibilities. This Component shall include two sub-components.

4.6.1. Sub-component 6.1: Project Management. Under this sub-component, the Project
shall assist government agencies responsible for project implementation in integrating
the planning, budgeting, contracting, implementation, management and Project
monitoring responsibilities into their reqular programmes. The activities under this sub-
component shall include:

(a) Project coordination. SPIU shall be strengthened by professional staff in order
to carry out its project coordination functions, including the Project
Coordinator, the DAF, the Financial Services Officer, the Knowledge
Management Officer, the Monitoring and Evaluation Officer, and Officers
responsible for Procurement, Accounting, and Technical Oversight, as well as
support staff as required.

(b) Project management. NAEB, a key implementing agency, shall be
strengthened by professional staff in order to carry out the project
management functions assigned to it, including the PRICE Operational
Manager, four Value Chain Officers, one Cooperative Development Officer,
one Planning and Monitoring and Evaluation Officer, and Officers responsible
for Procurement and Accounting, as well as support staff as required.

(c) The recruitment of all additional Project staff, amongst the Project staff
mentioned above, shall be undertaken by the Borrower, under recruitment
procedures acceptable to the Fund, on an open, transparent and competitive
basis. The Project staff shall have professional qualifications and work
experiences commensurate with their duties. The appointment of the Project
Coordinator, the PRICE Operational Manager and the DAF, and their removal
where appropriate, shall be subject to prior concurrence between the Fund
and the Borrower.
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4.6.2. Sub-component 6.2: Institutional support. Under this sub-component, the Project
shall provide capacity building to MINAGRI and NAEB to build their capacities for
monitoring and evaluation, for analysing and anticipating value chain performance and
for disseminating relevant information to value chain stakeholders.

5. Implementation of Project Components

5.1 Coffee, Tea, and Horticulture Development. NAEB shall have overall responsibility
for implementing Components 1, 2, and 4. NAEB shall provide, through its regular staff,
extension services assisted by professional staff mentioned in section 4.6.1. NAEB shall
contract service providers for the implementation of the activities of these Components,
including RAB for research activities.

5.2 Silk Development. NSC shall be responsible for the overall implementation of this
component until such time as NSC eventually integrates into NAEB, at which point NAEB
shall ensure overall implementation of this Component along the same modalities
described below. NSC shall provide, through its regular staff, extension services assisted
by professional staff mentioned in section 4.6.1. NSC, through SPIU, shall contract
service providers for the implementation of the activities of this Component, including
RAB for sericulture research activities.

5.3 Financial Services. SPIU shall be responsible for the overall coordination and
implementation of this component, through its regular staff, with the assistance of
professional staff mentioned in section 4.6.1. SPIU shall contract all service providers for
the implementation of the activities of this Component.

II. Implementation Arrangements
6. Lead Project Agency

6.1 Designation. MINAGRI, in its capacity as the Lead Project Agency, shall have the
overall responsibility for the implementation of the Project. The Project Coordinator shall
be responsible for overall Project coordination. The majority of project activities shall be
carried out by NAEB, acting through the PRICE Operational Manager. MINAGRI shall
establish, through its SPIU, MOUs with NAEB, the NSC, and the Development Fund (BDF)
of the Development Bank of Rwanda (BRD), in order to define the range of project
activities to be carried out by each institution, as well as the flow of funds and
accountability modalities.

6.2 Responsibilities. SPIU shall ensure the planning, implementation, financial
management, and monitoring of Project activities. SPIU shall direct, through MOUs with
NAEB and NSC the planning, implementation, financial management, and monitoring of
Project activities for components 1 to 4. NAEB and NSC shall follow the directions of the
SPIU in executing their implementation responsibilities, including: (i) planning of
component activities and their preparation in the Project’s Annual Workplan and Budget
(AWPB); (ii) contracting and procuring the services and supplies necessary for the
components’ implementation; (iii) coordinating the activities of the various component
Project parties; (iv) supervision, monitoring and evaluation and knowledge management
in relation to the Component activities; and (v) preparation of progress reports for the
components. Component 5 of the Project shall be implemented directly by SPIU.

7. Project Steering Committee (PSC)

7.1 Establishment. The Lead Project Agency shall establish a national PSC.
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7.2 Composition. The PSC shall be chaired by MINAGRI's Permanent Secretary, and its
membership shall include, inter alia: the Project Coordinator; the Director General of
NAEB; and senior representatives of key public and private institutions involved in the
Coffee, Tea, Silk, and Horticulture sectors, including financial institutions and cooperative
federations.

7.3 Responsibilities. The PSC shall provide oversight and overall strategic guidance. The
PSC shall meet at least twice a year to review Project progress against targets, assess
management effectiveness, review progress reports, determine lessons learned and good
practices, decide on corrective measures where appropriate and approve AWPBs.

8. Service Providers. The Project, through SPIU and NAEB, shall outsource the
execution of Project activities to service providers within the public and private sectors,
including international and national non-governmental organizations. These service
providers shall be contracted through competitive government procedures and based on
renewable performance based contracts. The Project Coordinator and/or the Director
General of NAEB, as appropriate, shall develop specifications and sign performance
contracts with these service providers, specifying the activities to be undertaken,
expected outcomes, the obligations and rights of each party, time frames, deadlines for
submitting reports and indicators for monitoring and evaluation.

9. Mid-Term Review. (@) The Lead Project Agency and the Fund shall jointly carry out
a review of Project implementation no later than the end of the third year of the Project
(the “Mid-Term Review"”) based on terms of reference prepared by the Borrower and
approved by the Fund. Among other things, the Mid-Term Review shall consider the
achievement of Project objectives and the constraints thereon, and recommend such
reorientation as may be required to achieve such objectives and remove such
constraints.

(b) The Borrower shall ensure that the agreed recommendations resulting from the Mid-
Term Review are implemented within the agreed time frame and to the satisfaction of the
Fund. Such recommendations may result in modifications to the Project or cancellation of
the Financing in conformity with Section 8.03 paragraph c) of the General Conditions.

10. Project Implementation Manual. The Lead Project Agency shall finalize the Project
Implementation Manual (PIM) and obtain the Fund’s no-objection to the final version of
the PIM no later than 6 months after the entry into force of this Agreement. The PIM
shall include, among other things:

(a) terms of reference and implementation responsibilities of all Project staff and
all likely service providers and Project parties,

(b) criteria for the performance appraisal of the Project staff and service
providers,

(c) project operational, financial and accounting procedures, including eligibility
criteria and modalities for Project financing, procurement, participatory
planning, monitoring and evaluation system and procedures, including the
Results and Impact Management System (RIMS), and

(d) implementation modalities for all Project Components.
11. Monitoring and Evaluation (M&E). The Lead Project Agency shall establish an M&E
system by the end of the first year of the Project, in accordance with the RIMS. The M&E

system shall be based on a baseline study that shall be undertaken by the Lead Project
Agency within the first six months of the Project. The M&E system of the Project shall be
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participatory and shall be used as a management tool. Interim monitoring reports shall
be sent to the Fund. These reports shall contribute to the certification of the work
completed by service providers and Project staff in order to assess their performance and
decide whether or not to renew their contracts. The M&E system shall collect and analyze
the necessary information concerning the:

(a)
(b)
(c)
(d)
(e)

quantitative and qualitative performance of Project activities,
technical and financial implementation of Project activities,
financial appraisal of investment costs,

participation of beneficiaries, and

data management and update.
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Schedule 2

Allocation Table

1.  Allocation of Loan and Grant Proceeds. (a) The Table below sets forth the Categories
of Eligible Expenditures to be financed by the Loan and the Grant and the allocation of the
amounts of the Loan and the Grant to each Category and the percentages of expenditures
for items to be financed in each Category:

Category Loan Amount Allocated Grant Amount Allocated Percentage
(expressed in SDR) (expressed in SDR)
I. Goods and 5 840 000 5 840 000 100%
Development Funds Net of tax
II. Services and 4 600 000 4 600 000 100%
Recurrent Costs Net of tax
Unallocated 1 160 000 1 160 000
TOTAL 11 600 000 11 600 000

(b) The terms used in the Table above are defined as follows:

“"Goods and Development Funds” means Civil works, vehicles, equipment, fertilizer and
planting materials, the Value Chain Facility (comprising the contributions to BDF, equity
financing for tea factories, and conditional post-investment support for existing coffee
washing stations), and production support (comprising support to FFS).

“Services and Recurrent Costs” means contracts for the provision of services, technical
assistance, studies, training and workshops, salaries and operating costs.

2. Request for Withdrawals. Requests for withdrawals shall be drawn equally from the
Loan and Grant amounts, according to a 50/50 ratio.

3. The financing of Silk Development activities (Com