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Negotiated financing agreement:

"Project for Agricultural Development and Economic
Empowerment (PADEE)"

(Negotiations concluded on 28 February 2012)

Loan Number:
Grant Number:

Project Title: Project for Agricultural Development and Economic Empowerment
(the “Project”)

The Kingdom of Cambodia (the “Borrower/Recipient”)

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:

WHEREAS

A. The Borrower/Recipient has requested a loan and a grant from the Fund for the
purpose of financing the Project described in Schedule 1 to this Agreement; and

B. The Food and Agriculture Organization of the United Nations (the “FAO”), the SNV
Netherlands Development Organisation (the "SNV”) and the International Development
Enterprises (the “iDE") (collectively the “Project Implementation Partners” or “PIPs”) have
expressed their intention to provide assistance to the Project on terms and conditions that
may be agreed upon between these organizations and the Borrower/Recipient.

Now THEREFORE 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), and the Allocation
Table (Schedule 2).

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

29 April 2009, 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 (the “Loan”) and a grant (the “Grant”) to the

Borrower/Recipient (collectively the “Financing”), which the Borrower/Recipient shall use
to implement the Project in accordance with the terms and conditions of this Agreement.
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Section B

1. The amount of the Loan is eleven million three hundred thousand Special Drawing
Rights (SDR 11 300 000). The amount of the Grant is eleven million three hundred
thousand Special Drawing Rights (SDR 11 300 000).

2. The Loan is granted on highly concessional terms.

3. The Loan Service Payment Currency shall be USD.

4, The first day of the applicable Fiscal Year shall be 1 January.

5. Principal and service charge shall be payable on 1 May and 1 November.

6. There shall be two designated accounts (the “Designated Accounts”) denominated
in USD opened and maintained by the Borrower/Recipient in a bank acceptable to the
Fund, to receive the proceeds of the Loan and the Grant respectively.

7. The Borrower/Recipient shall provide counterpart financing for the Project in the
amount equivalent to four million and seven hundred thousand US dollars
(USD 4 700 000).

Section C

1. The Lead Project Agency shall be the Borrower/Recipient’s Ministry of Agriculture,
Forestry and Fisheries (the "MAFF"), or any successor thereto.

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

Section D
1. The following are designated as additional conditions precedent to withdrawal:

(a) The MAFF Project Support Unit (the "MAFF-PSU") shall have been duly
established and staffed in accordance with Section II, Schedule 1 to this
Agreement; and

(b) The Designated Accounts shall have been duly opened and the authorized
signatories shall have been submitted to the Fund.

2. The following are designated as additional specific conditions precedent to
withdrawal under Category four (4) as provided in the Allocation Table, Schedule 2 to
this Agreement:

(a) An external service provider shall have been engaged to carry out financial
management activities; and

(b) The IT infrastructure shall have been in place and functional for the Group
Conditional Transfer Scheme to operate.

3. The following are designated as additional conditions for suspension:

The Project Implementation Manual (the “PIM”), or any provision thereof, has been
waived, suspended, terminated, amended or modified without the prior consent 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.
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4, The following are the designated representatives and addresses to be used for any
communication related to this Agreement:

For the Borrower/Recipient:

(Title)

Department of Investment and Cooperation
of the Ministry of Economy and Finance

Phnom Penh, Cambodia

Facsimile Numbers: (855 23) 725-341
(855 23) 430-224
For the Fund:
(Title)
International Fund for Agricultural Development

Via Paolo di Dono, 44
00142 Rome, Italy

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/Recipient.

KINGDOM OF CAMBODIA

[insert name and title]

INTERNATIONAL FUND FOR AGRICULTURAL DEVELOPMENT

Kanayo F. Nwanze
President
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Schedule 1

Project Description and Implementation Arrangements

I. Project Description

1. Target Population. The Project aims to contribute to improving the livelihoods of
poor rural people in two hundred and forty-six (246) communes in thirty six (36) districts
in the following provinces of the Borrower/Recipient: Kampot, Kandal, Prey Veng, Svay
Rieng and Takeo (the “Project Area”), selected against the eligibility criteria agreed upon
between the Parties. Any change to the Project Area in the course of the implementation
of the Project shall be agreed upon between the Parties.

2. Goal. The goal of the Project is to improve the livelihood of the poor rural women
and men within the Project Area.

3. Objectives. The objective of the Project is to improve agricultural productivity and
to diversify the sources of income of rural households living in poverty in the Project
Area.

4, Components. The Project shall consist of the following three Components:
Component 1: Improved Access to Financial Services

This Component aims to implement a three-pronged strategy to improve the target
population’s access to financial services in a sustainable way: (a) formation of groups of
poor households for the purpose of constituting Improved Group Revolving Funds

(the “IGRFs”) and re-capitalizing poor families through an immediate increase in their
asset base; (b) support to improvements in individual households’ ability to manage
cash flows; and (c) specific support to existing groups of poor households through a
combination of capacity building in financial literacy for individual households and
providing a range of options for improvements in access to financial services.

Sub-component 1.1: Group Conditional Capital Transfer Scheme

Under this sub-component, the Project shall set up a Group Conditional Capital
Transfer Scheme (the "GCCTS"”), which shall transfer funds to village based IGRFs
over a three year period conditional on their performance evaluated against criteria
described in the PIM.

The process of setting up IGRFs will follow the experiences of past and ongoing
IFAD projects, through a series of meetings at commune and village level, strong
involvement of Commune Councils and village authorities in the process and with
selection of beneficiaries ultimately being conducted through a participatory wealth
ranking exercise.

Sub-component 1.2: Capacity building for improved access to finance
Under this sub-component, the Project shall provide training to household

members of the IGRFs on household finance and budgeting, and improve their
linkages with Micro-Finance Intermediaries.
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Sub-component 1.3: Support to existing Group Revolving Funds

Under this sub-component, the Project shall provide technical and managerial
support to a sub-set of existing IFAD-supported household groups in the Project
Area, selected against criteria to be spelled out in the PIM.

Component 2: Improved Access to Technology and Markets

The Component aims to achieve a series of outcomes that will support economic
empowerment of target households and contribute to agricultural development in the
Project Area. Such outcomes shall include: (a) improved and innovative training
packages and approaches being developed and used; (b) farmers adopting improved
production and marketing techniques; (c) poor rural households diversifying income
sources through adoption of improved technologies for non-rice crops, livestock,
aquaculture and non-land based income generating activities; (d) successful
establishment of sustainable private extension agents and associated input supply chain
in Project Area; (e) establishment of approximately seventy five (75) profitable
contractual linkages between farmer groups and agricultural markets or other business
ventures; and (f) pro-poor bio-digester technology being successfully adapted and
approximately four thousand (4,000) bio-digesters benefiting Project beneficiaries.

Sub-component 2.1: Support to innovation in capacity building

Under this sub-component, the Project shall contribute to improving the quality of
the MAFF’s extension methodologies and materials, support innovation and
development of capacity development approaches for off-farm activities.

In addition, this sub-component shall provide assistance for demonstration of
innovative practices and options for farmers to complement the demand driven
trainings in sub-component 2.2 (see below) as well as make funding available for
innovative capacity building experiments.

Sub-component 2.2: Applied training and capacity building

The sub-component shall finance: (a) preparatory activities (setting up the
fundamentals for IGRF formation and training of trainers); (b) applied training of
farmers strictly integrated with funding transferred under the GCCTS;

(c) continuous technical assistance by Commune Extension Workers (the "CEWs")
in a facilitation and advisory role; and (d) partnership for the expansion of the
Farm Business Advisor model in the Project Area for sustainable proximity
extension services and availability of high quality inputs at village level. The
sub-component will build capacity of support staff and of farmers by delivering a
series of demand driven capacity building packages on a selection of rural on farm
and non-land based activities.

Sub-component 2.3: Small rural business development
Under this sub-component, the Project shall assist small farmers in capturing
economies of scale by (a) improving market access; (b) supporting improved

quality production and the introduction of standards; and (c) improving and
shortening supply chains with fewer intermediaries.
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Component 3: Project Coordination and Management
Sub-component 3.1: MAFF Project Support Unit (the "MAFF-PSU")

Under this sub-component, the Project shall finance the costs to be incurred by the
MAFF-PSU in Project coordination and management, including expense of a
Monitoring & Evaluation (M&E) team.

Sub-component 3.2: Ministry of Women's Affairs Implementation Support
Unit

Under this sub-component, the Project shall finance the costs of setting up and
maintaining an Implementation Support Unit at the Ministry of Women'’s Affairs
(the "MOWA") provided in paragraph 8 below.

Sub-component 3.3: Provincial Management

Under this sub-component, the Project shall finance costs to be incurred by the

functional units of each Provincial Administration and each District Administration

in fulfilling their Project-related responsibility.

II. Implementation Arrangements

Implementing Agencies
5. For the purpose of this Agreement, the Implementing Agencies (the “IAs”) shall
include the MAFF, the MOWA, the National Committee for Sub-National Democratic
Development Secretariat (the "NCDDS"), the Provincial, District and Commune
Administrations, the Provincial Departments of Agriculture (the “"PDA") and the Provincial
Departments of Women'’s Affairs (the "PDOWA") and their District Offices.

Project Management

6. The Borrower/Recipient shall appoint the MAFF as the Lead Project Agency to
assume overall responsibility over Project implementation and coordination.

7. Ministry of Agriculture, Forestry and Fisheries — Project Support Unit
(the “MAFF-PSU")

7.1 Establishment. The Lead Project Agency shall assign its Project management,
coordination and M&E tasks to its PSU.

7.2 Composition. The MAFF-PSU shall be led by a Project Director assisted by a
Project Manager appointed by the MAFF. The MAFF-PSU shall include, inter alia,
specialist staff for procurement, financial management, planning and M&E to be
assisted by Local and International Technical Assistants. The MAFF shall make
available to the Project the expertise developed and the staff employed by the
Rural Poverty Reduction Project in Prey Veng and Svay Rieng (the “RPRP”)
provided in the Project Loan Agreement between the Parties dated

19 December 2003. All staff appointed for the Project except the Project Director of
the MAFF-PSU shall be contracted, under procedures acceptable to the Fund, on an
open, transparent and competitive basis and have qualifications and experience
commensurate with their duties. Recruitment of the Project Manager and other
MAFF-PSU professional staff shall be subject to no-objection from the Fund.
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7.3 Responsibilities. The MAFF-PSU shall be responsible for: (a) coordination
between IAs and PIPs; (b) assisting, advising and coordinating the IAs at the sub-
national levels in implementing the Project; (c) M&E through a Project M&E Unit;
and (d) overall management of Component 1 with technical assistance from FAO.

8. Ministry of Women's Affairs — Implementation Support Unit (the “*ISU")

8.1 Establishment. The MOWA shall establish an ISU.

8.2 Composition. The MOWA shall assign a director assisted by a manager, a
finance officer, two gender officers and two economic empowerment officers to
work for the Project.

8.3 Responsibilities. The ISU shall (a) coordinate the MOWA responsibilities for
PADEE and other IFAD-funded projects; and (b) be responsible for implementing
the gender mainstreaming strategy of the Project and non-land based activities in
Component 2 of the Project.

9. The National Committee for Sub-National Democratic Development (the *“NCDD")

9.1 The NCDD shall appoint a focal point to act as coordinator with MAFF-PSU for
PADEE and other IFAD-funded projects.

9.2 Responsibilities. The NCDD shall (a) facilitate the integration of the Project
into the emerging sub-national administrative structures; (b) support
implementation of the Project through its network of advisers at provincial and
district level; (c) ensure effective communications between the MAFF-PSU and the
Provincial Administrations; and (d) ensure that the Provincial and District
Administrations are capable to carry their roles in Project implementation.

10. The Ministry of Economy and Finance (the “MEF"). The MEF shall (a) provide
inter-agency coordination when required; (b) fulfil the government fiduciary oversight
and management; (c) provide sufficient counterpart contribution in a timely manner to
finance the Project activities, including payment of government salaries; and (d) timely
process withdrawal applications, approval of procurement actions and other necessary
documents according to the Standard Operating Procedures.

Sub-National Level Implementation

11. The Provincial Administration. The Provincial Administration shall report to the
MAFF-PSU and shall (a) contract Project implementation activities to the PDA and the
PDOWA; (b) assign a senior official to act as the Provincial Project Coordinator;

(c) manage and coordinate the Project in each province; and (d) lead the AWPB
preparation and coordination at the provincial level.

12. Provincial Department of Agriculture (the “PDA"). The head of the PDA shall act in
his/her capacity as the Provincial Project Director to implement activities under the
MAFF’s responsibility. The PDA shall be responsible for (a) supporting planning of
agriculture activities and for delivery of capacity building for on-farm activities
(sub-component 2.2); (b) assigning, managing and supporting the Mobile Support
Teams and CEWSs; (c) providing training and support to CEWs and Village Animal Health
Workers; and (d) assigning staff per province to work full-time on the Project.

21



EB 2012/105/R.15/Rev.1 Saldl

13. Provincial Support Teams

13.1 Establishment. A Provincial Support Team shall be established within each of
the PDA.

13.2 Composition. Each Team shall include a full-time Provincial Project Manager,
Planning and M&E Officers, Administration Officers, Finance and Accounting
Officers, and technical staff.

13.3 The Team shall support the PDA in fulfilling its responsibilities under this
Agreement.

14. Provincial Department of Women’s Affairs (the “PDOWA"). The PDOWA shall be
responsible for (a) implementing the gender mainstreaming action plan of the Project at
provincial level, including training of Project beneficiaries in gender issues; and

(b) facilitating trainings delivered by specialist service providers contracted by the MOWA
or the PDOWA.

15. The District Administration. The District Administration shall appoint a District
Project Director with responsibility to lead: (a) the preparation of AWPBs; and (b) the
coordination between IAs at district level.

16. The Commune Councils. The Commune Councils shall (a) assist in participatory
wealth rankings and identification of IGRF groups; (b) monitor and support the IGRF
groups and report to the District Administration or any entity duly designated thereby;
(c) participate with PDA, PDOWA and District Agriculture Office in recruitment and
coordination of the CEWs; (d) be responsible for local development planning; (e) monitor
and coordinate development activities in the communes; and (f) be assigned with

two CEWSs.

Project Review

17. The Borrower/Recipient and the Fund shall conduct a comprehensive mid-term
review to assess implementation progress and to determine appropriate revisions to the
Project implementation arrangements and resource allocations in order to ensure
successful Project completion.

Annual Work Plans and Budgets (AWPBs)

18. Each province and PIP shall prepare an AWPB and the MAFF-PSU shall prepare a
final AWPB for each Project year to be submitted to the Fund for no-objection by

15 November every year. The AWPBs would include, inter alia, a Procurement Plan, a
detailed description of planned Project activities during the coming Project year, and the
sources and uses of the proceeds of the IFAD Financing.

Project Implementation Manual (PIM)

19. The MAFF-PSU shall prepare a draft PIM as soon as practicable, based on the draft
PIM prepared by IFAD’s final design mission report of February 2012 (the Appraisal
Report), but in no event later than thirty (30) days after the entry into force of this
Agreement. The draft PIM shall include, inter alia:

(a) Terms of reference and implementation responsibilities, for the purpose of
this Agreement, of Project staff, consultants, likely service providers, IAs and
other parties created and/or involved in the implementation of the Project;

(b) Eligibility criteria and selection procedures with respect to target beneficiaries
and activities under all sub-components;
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(c) The procedures for setting up IGRFs and for the administration thereof;

(d) Terms and conditions for financing extended to and through revolving funds;
(e) Contractual modalities between the MAFF and PIPs; and

(f)  Flow of funds.

20. The MAFF in its capacity as the Lead Project Agency will forward the draft PIM to
the Fund for its comments and approval no later than sixty (60) days after the entry into
force of this Agreement. If the Fund does not comment on the draft PIM within

thirty (30) days of receipt, it shall be deemed approved. The Lead Project Agency shall
adopt the PIM, substantially in the form approved by the Fund, and shall promptly
provide copies thereof to the Fund.
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1.

Schedule 2

Allocation Table

Galal

Allocation of Loan and Grant Proceeds. 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 Grant Amount Percentage
Allocated Allocated
(expressed in SDR) (expressed in SDR)
1. Equipment 150 000 25% of total cost
2. Technical Assistance 1 760 000 100% net of tax
3. Consultancy Services and 5310 000 100% net of tax
Training
4. Group Conditional Transfer 6 890 000 100% of total cost
Scheme
5. Operating Costs and 1 520 000 1 250 000 Loan: 44% of total
Allowances cost; Grant: 36% of
total cost
6. Rural Business Stimulus 140 000 25% of total cost or
Facility 100% net of
beneficiary
contribution
7. Activities Implemented by 1470 000 1 850 000 100% net of taxes
PIPs and other
contributions
Unallocated 1130 000 1130 000
TOTAL 11 300 000 11 300 000
2. “Consultancy Services and Training” includes inter alia studies. “"Operating Costs and

Allowances” includes operating costs and Priority Operating Costs (or other substitute
scheme adopted by the government). “Activities Implemented by PIPs” covers all activities
implemented by SNV, iDE and FAO.

3.

Retroactive Financing. Withdrawals, from the Loan, in respect of expenditures for
start-up costs (in Consultancy Services and Operating Costs Category(ies)) incurred before
the satisfaction of the conditions precedent to withdrawal shall not exceed an aggregate
amount of SDR 90 000.
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Logical framework

Results hierarchy

Indicators

Means of verification

Assumptions

GOAL'

Improved livelihoods for poor
rural people in the target of
Kampot, Kandal, Prey Veng,
Svay Rieng and Takeo
Provinces

Value of household assets owned by participating households
increased on average by 25%?2

Decrease in prevalence of chronic malnutrition in children under five
which are part of households benefiting from the project from current
baseline of 30% > to 10%.

Average annual per capita food consumption by targeted households
increased by 25% from USD 324"

Main impact study budgeted under
component three will include a
baseline and two follow-up
quantitative surveys and will be
consistent with RIMS

DEVELOPMENT OBJECTIVE'

Improved agricultural
productivity and diversification
of income sources for rural
households living in poverty in
the five provinces.

Arousnd 90,000 households directly benefiting from project activities by
PY6

Average wet season paddy yield of targeted households increased by
15% from average of 2.2t/ha to average of 2.5t/ha

Average dry season paddy yield of targeted households increased by
15% from average of 3.2t/ha to average of 3.7t/ha

Average value of household non-rice agricultural production of
targeted households increased by at least 20% from current average
of USD 480 after three years6

Average labour productivity of target households increases by 15%
from an average of USD 4.5 per labour day across project
beneficiaries’.

Main impact study

Study on the impact of Applied
Training Activities budgeted and
scheduled for PY3-6 (including MTR
and project end review)

Qualitative Review of Applied Training
budgeted and scheduled for PY2-3
before MTR and PY4-5 before project
end

Case studies of farmer organizations
budgeted and scheduled for PY2-6

No major natural or man-
made disasters
Continued economic
growth at national level
generating employment
opportunities
Households have access
to a range of quality food
products

Efficient and equitable
intra-household resource
allocation towards food

OUTCOMES AND OUTPUTS

Improved Access to Financial
Services

Targeted households improve
financial literacy and increase
level of investment and/or
savings

Outcome indicators:

980 IGRFs established and functional by PY4

Respectively 80%, 70% and 60% of IGRF members achieve training
milestones and receive first, second and third conditional capital
transfer in years 1, 2 and 3 of their operation.

At least 440 IGRFs provide co-payment for service provider in year 2
and 3 of their operation and at least 392 IGRFs provide full payment
in year 4

785 IGRFs increase the size of their initial fund of USD 3,000 by 30%
after three years

24,500 IGRF members have doubled their savings in their MFI/Bank

Main impact study

Project database/MIS (including
MicroBanking database)

Review of Revolving Fund Approach
in PY3 before MTR

Continued strong
performance by MFI and
banking sector in
Cambodia

External service providers
perform satisfactorily
Finance tools promoted are
appropriate to raise
savings and investments.
Continued strong
government commitment to

' All targets refer to increases relative to a control group and obtained maximum three years after project intervention. Detals can be found in Section I1.B.
2 The value of assets is based on a household asset index as used by IFAD RIMS as a proxy for powerty, where assets and household characteristics are aggregated using principal
components analysis. Detailed data will not be available until after the baseline survey
% Results from the 2010 RIMS survey for RPRP have been used as baseline. Values will be updatedfollowing the baseline survey.
* Food consumption is to be expressed in real terms. The Cambodia Socio-Economic Survey (2009) indicates that rural households on average spend USD 27 monthly on food and non-
alcoholic beverages. Accurate values for the project area will be updated following the baseline survey
5 As explained in the PDR, this includes 49,000 primary beneficiaries (i.e. those that benefit from all keyproject interventions/components)
® Current value will be updated following the baseline survey.

" Labour productivity is measured as retum to total labour in USD terms.
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account three years after initial project support

On average IGRF members report improved access to MFI credit
compared to non-beneficiary comparable households two years after
initial support

Average annual number of transactions with MFls for IGRF members
is on average higher than that of non-beneficiary comparable
households

Output indicators:

Contract with specialist service provider for accounting, record
keeping and reporting finalized successfully in PY1

Contract with specialist service provider for capacity building in
financial literacy and linkages to MFI finalized successfully in PY1
49,000 beneficiaries registered as members of an IGRF and trained in
financial literacy by PY4 (of which at least 50% are women)

For each IGRF at least one woman elected as one of the three group
leaders

500 other existing GRFs are supported in project communes

Improved Access to Technology
and Markets

Targeted households use
improved production
technologies, establish market
linkages, and diversify income
source

Outcome indicators:

70% of trained farmers still adopt recommended technology and/or
report increased expenditure on inputs two years after project
intervention

10% of IGRF members engaged in new or scaled-up non-land based
income generating activities by PY5

75 small rural business matching grants approved and implemented
efficiently by PY6

Land and non-land based training packages developed (minimum 10
and 4 respectively), updated and endorsed by MAFF and MOWA by
PY2

Around 200 Farmer Business Advisors providing extension services
and supply of farm inputs to approximately 10,000 beneficiaries in a
sustainable way by PY 3

4,000 pro-poor bio-digesters constructed and operating by PY4

Output indicators:

490 CEWs trained and working by PY4, of which 50% are women
49,000 beneficiaries trained in first and second year packages by PY5
6,000 outstanding farmers trained in first and second year packages
by PY5

3,800 beneficiaries trained in non-land based income generating
activities, of which at least 70% are women by PY5

400 improved seed variety demonstrations conducted by PY5

400 crop diversification demonstrations conducted by PY5

Main impact study

Project database/MIS (including
MicroBanking database)

Study on the impact of Applied
Training Activities budgeted and
scheduled for PY3-6 (including MTR
and project end review)

Qualitative Review of Applied Training
budgeted and scheduled for PY2-3
before MTR and PY4-5 before project
end

Case studies of farmer organizations
budgeted and scheduled for PY2-6

agricultural development
and implementation of
project activities through
decentralized structures
Cambodian government
continues to promote rice
production and exports
Technology adopted by
farmers is appropriate to
raise productivity
Continued economic
growth in Cambodia
generates appropriate
market opportunities in
non-rural sectors
Continued availability of
quality agricultural inputs in
project area

Absence of extreme
weather events or new
pests/diseases

Women household
members are able to
actively participate to the
extent envisaged
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