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Negotiated financing agreement: "Enhanced -
Smallholder Livestock Investment Programme (E-

SLIP)"
(Negotiations concluded on 13 August 2014)

Loan Number:

Grant Number:

Programme Title: Enhanced Smallholder Livestock Investment Programme (“Programme”)
The Republic of Zambia (the “"Borrower/Recipient”)

and

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

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

WHEREAS,

(A) The Borrower/Recipient has requested Financing from the Fund for the
purpose of financing the Programme described in Schedule 1 to this Agreement;

(B) The Borrower/Recipient intends to apply for a loan in the amount of twelve
million United States Dollars (USD 12 000 000) from the OPEC Fund for International
Development ("OFID") to partly finance the Programme (the "OFID Financing"), on
terms and conditions to be set forth in a financing agreement between the
Borrower/Recipient and OFID (the "OFID Financing Agreement");

WHEREAS, the Fund has agreed to extend a Loan and a Grant to the
Borrower/Recipient on the terms and conditions set forth in this Agreement.

NOW THEREFORE, the Parties hereto hereby agree as follows:
Section A
1. The following documents collectively form this Agreement: this document, the
Programme 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
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 herein.
3. The Fund shall provide a Loan and a Grant (the "Financing") which the
Borrower/Recipient shall use to implement the Programme in accordance with the terms
and conditions of this Agreement.
Section B

1. A. The amount of the Loan is nine million three hundred thousand Special
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Drawing Rights (SDR 9 300 000).

B. The amount of the Grant is five hundred and seventy thousand Special
Drawing Rights (SDR 570 000).

2. The Loan is granted on highly concessional terms and shall be free of interest but
bear a service charge of three fourths of one per cent (0.75%) per annum payable semi-
annually in the Loan Service Payment Currency, and shall have a maturity period of forty
(40) years, including a grace period of ten (10) years starting from the date of approval
of the Loan by the Fund's Executive Board.

3. The Loan Service Payment Currency shall be in United States Dollar (USD).
4, The first day of the applicable Fiscal Year shall be 1 January.
5. Principal and service charge shall be payable on each 1 May and 1 November.

6. The Borrower/Recipient shall open and thereafter maintain a Designated Account in
USD at the Central Bank of Zambia, for the purpose of receiving the Financing proceeds
and an operational account denominated in local currency for Programme operations in a
commercial bank acceptable to the Fund (the “Programme Account”). The Programme
Coordination Office (PCO) shall be authorised to operate the Programme Account.

7. The Borrower/Recipient shall provide counterpart Financing for the Programme in
the amount of ten million six hundred thousand United States Dollars (USD 10 600 000).

Section C

1. The Lead Programme Agency shall be the Ministry of Agriculture and Livestock
(MAL) through the Policy and Planning Department (PPD).

2. The following are designated as additional Programme Parties: (i) Department of
Veterinary Services (DVS); and (ii) Department of Livestock Development (DLD).

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

Section D

The Loan and the Grant shall be administered, and the Programme supervised by, the
Fund.

Section E

1. The following is designated as an additional ground for suspension of this
Agreement: The Programme Implementation Manual (PIM) referred to in paragraph 9.1,
Section II of Schedule I hereto or any provision thereof has been waived, suspended,
terminated, amended or modified without the prior agreement of the Fund and the Fund,
after consultation with the Borrower/Recipient, has determined that such waiver,
suspension, termination, amendment or modification has had, or is likely to have, a
material adverse effect on the Programme, and the Borrower/Recipient has not taken
any measures to remedy the situation.

2. The following is designated as an additional ground for cancellation, specifically for
funding for co-financed activities under Component 1, sub-component 2, described in
Schedule 1, paragraph 5.1.2 of this Agreement; financing for co-funded activities,
funded under the OFID Financing Agreement and the Financing, to the extent this has
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entered into force, has been cancelled and no other sources of funding have been
identified to cover the financing gap for said activities.

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

(i) The Borrower/Recipient shall have duly opened the Designated Account
referred to in Section B.6 above;

(ii) The Borrower/Recipient shall have established the Programme Steering
Committee (PSC) as referred to in paragraph 6.1, Section II of Schedule I
hereto; and

(iii) The Borrower/Recipient shall have established a Programme Coordination
Office (PCO) as referred to in paragraph 7.1, Section II of Schedule I hereto.

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

For the Borrower/Recipient:

The Secretary to the Treasury
Ministry of Finance

P.O. Box 50062

Chimanga Road

Lusaka, Zambia

For the Fund:
The President
International Fund for Agricultural Development

Via Paolo di Dono, 44
00142 Rome, Italy

This Agreement has been prepared in the English language in six (6) original copies,
three (3) for the Fund and three (3) for the Borrower/Recipient.

THE REPUBLIC OF ZAMBIA

Authorized Representative

INTERNATIONAL FUND FOR
AGRICULTURAL DEVELOPMENT

Kanayo F. Nwanze
President
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Schedule 1
Programme Description and Implementation Arrangements

I. Programme Description

1. Programme Area. The Programme is national in scope and shall in particular be
implemented in districts endemic or prone to Contagious Bovine Pleuropneumonia (CBPP)
and/or East Coast Fever (ECF) disease outbreaks throughout the Borrower/Recipient's
territory (the "Programme Area").

2. Target Population. The Programme shall benefit approximately 180 000 female and
male smallholder livestock-keeping households in the Programme Area including members
of producer organisations.

3. Goal. The goal of the Programme is to sustainably improve incomes of rural poor
households in the Programme Area.

4, Objective. The objective of the Programme is to sustainably improve the production
and productivity of key livestock systems of the Target Population within the Programme
Area.

5. Components. The Programme shall consist of the following Components:

5.1. Component 1: Sustainably improve animal disease control. This Component shall
include the following two Sub-components intended to support activities aimed at:

5.1.1. Sub-component 1.1 (Towards CBPP eradication):

a) Achieving a disease-free declaration in CBPP affected districts;

b) Vaccinating at least 95% of cattle in CBPP-designated in the border
areas of the Borrower/Recipient's territory; and

c) Establishing operational community CBPP task forces in 80% of CBPP
targeted districts.
5.1.2. Sub-component 1.2 (The control of ECF):
a) Ensuring that at least 180 000 animals annually receive ECF infection
and treatment (ITM) method by the Programme Completion Date;
b) Full cost recovery from livestock owners for ECF ITM treatment; and

c) Ensuring that the Central Veterinary Research Institute (CVRI)
receives certification of Good Management Practice (GMP) and
registration at the Zambia Medicine Regulation Authority for ECF
stabilate production.

5.2. Component 2: Sustainably improve livestock production systems. This Component
shall include the following two Sub-components intended to support activities aimed at:

5.2.1. Sub-component 2.1 (Sustainable Forage and Forage Seed Production
and Utilization):
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a) Establishing forage on 80 000 smallholder farms and 200 000 hectare
of rangeland reinforced with legumes;

b) Ensuring that no less than 60 schools, 40 Milk Collection Centres
(MCCs), and 100 Livestock Service Centres (LSCs) participate in
forage demonstration;

c) Ensuring that 50 water points are established in the Programme Area.
5.2.2. Sub-component 2.2 (Pro-poor Stocking and Re-stocking Established):
a) Ensuring that in addition to poor farmers, no less than 14 000 female-
headed households and 5 000 youth receive poverty alleviating
livestock packages.

II. Implementation Arrangements

6. Programme Steering Committee

6.1. The Lead Programme Agency shall establish the Programme Steering Committee
(PSC) which shall inform the Borrower/Recipient on overall execution of the Programme
and ensure effective coordination among relevant government and donor-funded
Programmes. The PSC shall be chaired by the Permanent Secretary of the MAL and shall
include relevant MAL Directors, the Chief Accountant, the Chairperson of the Veterinary
Council, representatives of the Ministry of Finance (MoF), Ministry of Education and
Ministry of Local Government and Housing at Director level and any other member as
deemed appropriate. The Programme Coordinator shall act as Secretary to the PSC.
Among other things, the PSC shall be in charge of the strategic management of the
Programme including: (i) appointment of key Programme staff, (ii) approval of the PIM
and the AWPBs, (iii) approval of Programme Progress Reports, and (iv) taking any other
decisions related to Programme coordination, orientation and mobilization of resources.

7. Programme Coordination Office

7.1. Programme implementation shall be coordinated by a Programme Coordination
Office (PCO) and, to this end, the Borrower/Recipient shall establish the PCO, which shall
report directly to the PPD. The PCO shall have such powers and functions as detailed in
the PIM including: (i) day-to-day coordination of the Programme; (ii) ensuring coherence
of Programme approaches and strategies, and integration of Programme activities; (iii)
ensuring coordination and synergy of the co-implementing Departments and technical
service providers, the provincial and district level agencies, and grassroots communities;
(iv) contracting suitable service providers; (v) ensuring accountable management of the
Financing by preparing the PIM, AWPBs, management of recruited technical assistance
and audit service providers; (vi) ensuring the establishment and operation of the
Programme Account, Management Information System, Monitoring & Evaluation system,
and other functions of the operational and financial management of the Programme; and
(vii) facilitating knowledge sharing and policy development, in collaboration with co-
implementing Departments.

8. Service Provider Performance-based Contracts

8.1. The Lead Programme Agency shall enter into a performance-based contract with
each service provider for the implementation of the Programme. Each such
performance-based contract shall clearly specify the scope of the work to be undertaken,
expected deliverables, estimated budget for specific activities, as well as clearly defined
milestones for disbursement. Each such contract shall be monitored closely by the PCO
and shall: (i) specify that the service provider shall maintain a register of assets (e.g.
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Goods and equipment) acquired with the proceeds of the Financing and that at
termination of the performance-based contract, such assets shall be transferred to the
Lead Programme Agency; and (ii) be submitted to the Fund for its prior approval. Each
performance-based contract may not be modified without prior consent of the Fund.

9. Programme Implementation Manual

9.1. The Programme shall be implemented in accordance with the PIM, the terms of
which, following the Fund’s prior approval, shall be adopted by the PCO. The PIM shall
include, among other things: (i) Roles or terms of reference of all financing, coordinating
and implementing parties, implementation responsibilities and appointment modalities of
all Programme staff and consultants; (ii) Programme operating manuals and procedures;
(iii) Management and Information System and procedures; (iv) Monitoring and
evaluation systems and procedures; (v) a detailed description of implementation
arrangements for each Programme component; (vi) Modalities for the selection of
service provider(s) to be based on transparent and competitive processes; and
(vii) Financial management, flow of funds and reporting arrangements including
accounting, approval of payments, financial reporting, internal controls, fixed asset
management, internal and external audit arrangements as well as detailed procurement
procedures.

10. Mid-Term Review

10.1. The Lead Programme Agency and the Fund shall jointly carry out a review of the
Programme implementation towards the end of the third anniversary of the date of Entry
into Force of this Agreement (the “Mid-Term Review”) based on terms of reference
prepared by the Lead Programme Agency and approved by the Fund. Among other
things, the Mid-Term Review shall consider the performance and financial management
of service providers, the efficacy of technical assistance and capacity building activities,
the overall achievement of Programme objectives and the constraints thereon and
recommend such reorientation as may be required to achieve such objectives and
remove such constraints. The Borrower/Recipient shall ensure that the agreed
recommendations resulting from the Mid-Term Review are implemented within the
specified time therefor and to the satisfaction of the Fund. Such recommendations may
result in modifications to this Agreement or cancellation of the Financing.
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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 Grant Amount Percentage*

Allocated Allocated

(Expressed in (Expressed in

SDR '000) SDR '000)

L. Equipment, Materials & 3020 250 100% net of taxes
Works

II.  Vehicles 440 - 100% net of taxes
III. Training, TA, & Studies 670 100 100% net of taxes
IV. Salaries & Allowances 3 640 160 100% net of taxes
V. Operating Costs 600 - 100% net of taxes
Unallocated 930 60
TOTAL 9 300 570

* All amounts shall be net of Government, beneficiary and other contributions, as the
case may be.

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

“Equipment, Materials & Works” under Category I means Eligible Expenditures
related to equipment, materials and civil works.

“Vehicles” under Category II means Eligible Expenditures related to motor vehicles,
motorcycles and bicycles.

“Training, TA & Studies” under Category III means Eligible Expenditures related to
training, technical assistance, workshops, studies, national and international
consultancies.

“Salaries & Allowances” under Category IV means Eligible Expenditures related to
staff salaries and allowances.

“Operating Costs” under Category V means Eligible Expenditures related to
operating costs and maintenance, consumables and office expenditures.

2. Start-up Costs. Withdrawals to meet the costs of starting up the Programme
incurred before the satisfaction of the general conditions precedent to withdrawal must
be approved in advance by the Fund and shall not exceed an aggregate amount of
USD 300 000.
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Schedule 3
Special Covenants

In accordance with Section 12.01(a)(xxiii) of the General Conditions, the Fund may
suspend, in whole or in part, the right of the Borrower/Recipient to request withdrawals
from the Loan Account and the Grant Account if the Borrower/Recipient has defaulted in
the performance of any covenant set forth below, and the Fund has determined that
such default has had, or is likely to have, a material adverse effect on the Programme:

1. Taxes. The Borrower/Recipient shall ensure that all goods, civil works, and services
procured are exempt from duties, excise taxes, and value added taxes (VAT). Any
duties, excise taxes, VAT which the Programme is obliged to pay shall be promptly
reimbursed by the Borrower/Recipient.

2. Insurance of Programme Personnel. The Borrower/Recipient shall ensure that the
PCO shall insure Programme personnel against health and accident risks to the extent
consistent with its customary practice in respect of its national civil service.

3. Fraud and Corruption. The Borrower/Recipient shall maintain a Governance and
Anti-corruption Framework throughout the Programme implementation period to
mitigate the risk of fraud and/or corruption and promote effective utilisation of the
proceeds of the Financing. The Borrower/Recipient shall promptly bring to the attention
of the Fund any allegations or concerns of fraud and/or corruption in relation to the
implementation of the Programme of which it has knowledge or becomes aware.

4, Gender. The Borrower/Recipient shall ensure that women are represented in the
organization and management of the Programme. The Borrower/Recipient shall also
ensure that women beneficiaries shall be represented in all Programme activities and
that they receive appropriate benefits from the Programme outputs.

5. Resource Protection. The Borrower/Recipient shall take all reasonable measures to
ensure that existing laws are enforced to safeguard water, forest and wildlife resources
in the Programme Area. The Borrower/Recipient shall take all measures to ensure
sustainability of the Programme without any detriment to the environment and shall
promote natural resources’ sustainability.

6. Use of Programme Vehicles and Other Equipment. The Borrower/Recipient shall
ensure that all vehicles and other equipment transferred to or procured under the
Programme are dedicated solely to Programme use.

7. Financial Reports. The Borrower/Recipient shall ensure that interim financial
reports are provided to the Fund on a six-monthly basis.

8. Financial Statements of Service Providers. The Borrower/Recipient shall ensure that
the performance-based contract of each Service Provider shall specify that the service
provider will make available to the Lead Programme Agency, through the PCO, the
statements of sources and uses of funds related to Programme activities under their
respective responsibility within two (2) months of the termination of each performance-
based contract. The PCO shall attach such statements of sources and uses of funds to its
own financial statements for subsequent submission to the Fund.

9. Audit. The Office of the Auditor General of Zambia shall carry out the audit of the
Programme or, in the alternative, shall ensure the competitive selection of and the
appointment of independent auditors acceptable to the Fund, under terms of reference
cleared by the Fund annually and in line with the IFAD Guidelines for Project Audits. An
audited annual consolidated financial statement for the entire Programme, together with
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a management letter on audit observations on internal controls, shall be submitted to
the Fund within six (6) months of the end of the Fiscal Year.

10. Programme Performance Assessment. The PCO shall prepare a comprehensive
Programme Performance Assessment (PPA) at the end of the Programme
implementation period. The PPA shall be in line with the Fund's guidelines and format for
Programme performance assessments and shall include: participation of the target
groups, the Programme’s strategies and approaches, relevance, financial management,
efficiency, outputs delivery, effectiveness, impacts, sustainability, innovation, up-
scalability and replicability.

11. Programme Implementation Manual. The Borrower/Recipient shall ensure that the
PIM referred to in Paragraph 9.1, Section II of Schedule I hereto shall have been
adopted by the PCO substantially in the form approved by the Fund no later than one (1)
year after the date of entry into force of this Agreement.

12. Integrated Financial Management Information System (IFMIS). The Borrower/Recipient
shall have profiled the Programme within IFMIS upon its rolling out.

13. Financial Management Package. Promptly after entry into force of this Agreement,
the Borrower/Recipient shall enable the PCO to purchase a simple off-the-shelf financial
management package to be replaced during the Programme Implementation Period by
the Integrated Financial Management Information System (IFMIS).

14. Counterpart Financing. The Borrower/Recipient shall make available its counterpart
financing to the Programme throughout the Programme implementation period.
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Logical framework

Narrative Summary

|Key Performance Indicators

|Means of Verification

|Assumptions (A) / Risks (R)

Goal:

Sustainably improved incomes of rural poor
households in targeted provinces and
districts in Zambia

100,000 households in Programme-
targeted districts have at least 25%
increase in baseline income
(disaggregated by gender);

10% reduction in the prevalence of child
malnutrition rate from the 2014 GRZ
baseline in Component 2 districts.
Equal livelihood improvements for
female- and male-headed households.

Baseline, periodic and impact
evaluation surveys.

Statistics and other data from
government institutions, NGOs
and other sources.

Political stability maintained (A)
Macro-economy continues to improve (A)
Social, political and economic environments
remain conducive to market-based livestock
development (A)

Programme Development Objective:

The production and productivity of key
livestock systems of targeted female and
male smallholder producers in selected
provinces and districts of Zambia
sustainably improved.

Cattle offtake rate in Programme-
targeted districts increases by 25%;
Livestock assets of poorest quintile of
rural households in Programme-targeted
districts increase by 30%.

Gender empowerment index of
Programme female beneficiaries
increased by 50% above baseline

Baseline, periodic and impact
evaluation surveys.

Provincial statistics
Survey/case study data.( Rural
Agricultural Livelihood Survey/
ALive Livestock Sector
Investment and Policy Toolkit)

As above, plus:

Business regulatory system remains favourable
(A

Sustained Government commitment to livestock
sector development (A)

Component 1. Animal Disease Control
Sustainably Improved.

Reduction in the prevalence of CBPP and
ECF to levels that allow smallholders’ cattle
herds to grow.

OIE mandated conditions for declaration
of freedom from CBPP has been
achieved in areas outside the
maintained buffer vaccination zones;
40% reduction in ECF incidence in the
target districts;

CVRI sustainably meeting Zambia’s
ECF stabilate requirements.

MAL DVS field reports to
NALEIC

MAL DVS reports to OIE.
Survey/case study .Reports

Private veterinarians do not participate in the
delivery of publicly funded animal health services
(R)

Government supports full cost recovery for ECF
infection and treatment method (ITM) (A)

CVRI vaccine production has financial
independence (A)

Outputs:

Sub-component 1.1: Toward CBPP
eradication

1.1.1. CBPP border vaccination program
operational in Muchinga, Northern,
and Northwestern provinces

CBPP sero-surveillance operational
in Muchinga, Northern,
Northwestern and Southern
Provinces

1.1.2.

Disease freedom declared in CBPP
affected districts;

At least 95% vaccination of cattle in
CBPP- designated border areas in
Muchinga, Northern, and Northwestern
provinces.

Community CBPP Task Forces
operational in 80 % of CBPP districts

Sub-component 1.2: Control of ECF

1.2.1 Sustainable ECF immunization
programs operating in Central,
Copperbelt, Eastern, Lusaka,

At least 180,000 animals receive ECF
ITM treatment annually by Programme-
end

Full cost recovery from livestock owners

Monthly District and Provincial
animal health reports to MAL
DVS;

MAL DVS records and OIE
reports;

CVRI test results and reports;
Case studies.

Annual statistically valid
surveys to estimate ECF sero-
prevalence in non-vaccinated
animals (to estimate a
prevalence of 50% +-5% with
95% confidence);

Annual statistically valid post-

Local service providers used for animal
vaccination (A)

CVRI does not have the necessary technical and
managerial capacity for sustainable ECF stabilate
production (R)

Animal movement control and traceability systems
are operational and effective (A)

Absence of cordon line (R)

Farmer ability to pay (R)

Government willingness to increase ECF
immunisation fee (A)

The use of other tick-borne disease control
measures (R)
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Narrative Summary

Key Performance Indicators

Means of Verification

Assumptions (A) / Risks (R)

Muchinga, Northern and Southern
Provinces;

ECF sero-surveillance programs
operational in Central, , Copperbelt,
Eastern, Lusaka, Muchinga,
Northern and Southern provinces;
GMP and ZAMRA-certified ECF
stabilate production at CVRI

122

123

for ECF ITM treatment;

= CVRI has GMP certification and ZAMRA
registration for ECF stabilate production
and can show compliance from records.

immunization surveys to
determine effectiveness of
immunisation (target prevalence
of 80% +-5% with 95%
confidence)

Component 2: Livestock Production
Systems Sustainably Improved.
Sustainable systems for improved
smallholder livestock production and
productivity operational.

= At least 80,000 households have
established a minimum of one Lima® of
improved forage each;

= Sustainable forage seed supply system
established;

= 80 % beneficiary satisfaction with
restocking and pass-on Programme

= 90% of re-stocked animals passed-on to
third generation beneficiaries by
programme end.

Baseline, periodic and impact
evaluation surveys.

Periodic District and Provincial
DLD reports;

Ex-ante and ex-post
competency surveys of
Programme trainees;

Smallholder farmers have adequate access to
land for forage production (A)

NGO'’s have capacity to support community
mobilization in restocked areas (A)

Adverse climatic events or pest outbreaks don’t
impact component activities (R)

Livestock product demand and prices remain
strong (A)

Sub-component 2.1 Sustainable Forage

and Forage Seed Production and Use

2.1.1 Household and community-based
forage reinforcement of farming
systems and rangeland;

2.1.2 Sustainable forage seed production
program with private sector
participation;

2.1.3 Schools-based forage learning and
demonstration Programme;

2.1.4 Access by livestock to water

Forage established on

80,000 smallholder farms and

200,000 ha of rangeland reinforced with

legumes;

= At least 60 schools, 40 milk collection
centres and 100 LSCs participating in
forage demonstration

= 50 water points established in targeted

areas

Sub-component 2.2: Pro-poor Stocking and

Re-stocking Established

2.2.1 Community mobilization and
capacity building for restocking

2.2.2 Stocking and Restocking of poor
female-headed households and
youth

At least 14,000 female-headed
households and 5,000 youth receive
poverty alleviating livestock packages;

E SLIP- M&E program and
Programme progress reports;
Financial records and audit
reports

Field surveys and case studies
Participatory monitoring/
ranking of forage species and
strategies

Field reports

Communities can identify restocking beneficiaries
without moral hazards, and beneficiaries are
willing to make matching contributions (A).

MAL maintains strong support for iterative
program (A)

Households willing and able to adopt appropriate
technologies and innovations (A)

Inadequate access to all-season water points for
forage production and livestock (R)

Range of well adapted forage legumes introduced
and available from start-up (A)

Appropriate technologies and innovations are
technically & financially viable and available for
uptake by households (A)

Quick start-up on wide array of sites using diverse
delivery mechanisms (A).

Inadequate emphasis on seed production (R)
Seed prices increase to level that precludes
extensive over sowing of rangeland (R)
Excessive seed slippage into commercial sector
and across borders (R)

! One Lima is 2,500 m?
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