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Appendix I

Updated logical framework incorporating the additional financing

EB 2022/LOT/P.3

Results Hierarchy Indicators Means of Verification Assumptions / Risks

Name Baseli | Mid-Term | Original Revised Revised Target for Total End Source Frequency Responsibil

ne End Original Original Additional Target ity
Target | End Target | end Target Financing
atMTR at March
2022 SM

Outreach 1. Persons receiving services IPs & PMU Annual IPs & PMU

promoted or supported by the progress reports

project

Females - Number 169,530 | 194,748 596,154 502,378 264,000 766,378

Males - Number 207,204 | 238,026 676,859 562,243 176,000 738,243

Young - Number 75,347 | 86,554 254,598 214,420 110,000 324,420

Not Young - Number 301,387 | 346,220 1,018,415 850,202 330,000 1,180,202

Total number of persons receiving 376,734 | 432,774 1,273,013 1,064,622 440,000 1,504,622

services - Number of people

1.a Corresponding number of IPs & PMU Annual IPs&PMU | Stable political environment (A)

households reached progress reports

Women-headed households - 169,530 | 194,748 596,154 500,378 110,000 610,372

Number

Non-women-headed households - 207,204 | 238,026 676,859 564,243 330,000 894,250

Number

Households - Number 376,734 | 432,774 1,273,013 1,064,622 440,000 1,504,622

1.b Estimated corresponding total IPs & PMU Annual IPs & PMU

number of household members progress reports

Household members - Number of 1,657,630 | 1,904,2 | 5,601,257 4,684,337 1,936,000 6,620,337

people 05
Programme Goal Reduced prevalence of chronic Mid-term Third year PMU Stable political &
To reduce poverty, improve | malnutrition among under five evaluation and and ninth year macroeconomic environment (A)
livelihoods and enhance the | children by at least 15% end of
resilience of rural Share of children under five nationally | 37% 30% 30% 30% 30% | Programme
households on a g impact
sustainable basis Improved households’ assets assessment

ownership index by at least 20%

Percent of households 36% 50% 50% 50% 50%
Development Objective Graduation strategy and systems PMU Progress Annual PMU Stable political &

Increased access to and
use of a range of

developed, tested at scale, and
approved by GOM

sustainable financial

Systems - Number

reports

macroeconomic environment;
GOM monetary/fiscal and
macro-economic reforms are
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Results Hierarchy Indicators Means of Verification Assumptions / Risks

Name Baseli | Mid-Term | Original Revised Revised Target for Total End Source Frequency Responsibil

ne End Original Original Additional Target ity
Target | End Target | end Target Financing
atMTR at March
2022 SM
services by rural Improved outreach of sustainable IPs & PMU Annual PMU conducive to poverty reduction;
households and micro, rural financial services to rural progress reports Commitment of stakeholders
small, and medium poor (GOM, donors & private sector)
enterprises. Persons - Number 328000 | 417,774 | 1273013 | 1064622 | 440000 | 1474622 {o participate in poverty
reduction efforts (A)

Females - Number 147,600 | 187,998 | 596,154 502,378 | 264,000 745,078

Males - Number 180,400 | 229,776 676,859 562,243 176,000 729,543

Young - Number 65,600 83,555 254,598 214,420 110,000 316,920

Not Young - Number 262,400 | 334,219 1,018,415 850,202 330,000 1,157,702

Number of persons/households IPs & PMU Annual PMU

reporting using rural financial progress reports

services (1.2.5)

Households - Number 328,000 | 417,774 1,273,013 1,064,622 440,000 1,474,622

Females - Number 147,600 | 187,998 596,154 502,378 264,000 745,078

Males - Number 180,400 | 229,776 676,859 562,243 176,000 729,543

Young - Number 65,600 83,555 254,598 214,420 110,000 316,920

Not Young - Number 262,400 | 334,219 1,018,415 850,202 330,000 1,157,702

IE.2.1 Individuals demonstrating COl survey At completion | PMU Individuals take part in the

an improvement in empowerment programme interventions and

Percentage of persons demonstrating 25% 25% 2;%:2;? ﬁ\?éesd in different aspects

an Improvement in Empowerment

assumed to be 25%

Number of Persons Demonstrating 110,000 376,156

an Improvement in Empowerment '

Number of females 66,000 191,595

Percentage of females 15% 13%

Number of males 44,000 184,561

Percentage of males 10% 12%

Cl 2.2.1: Persons with new COl survey At completion | PMU Individuals are able to create

jobs/employment opportunities new employment opportunities

New Jobs - Number (assumed to be 110,000 376,156 through programme

25% of total outreach) interventions

Number of Job owners - Females 55,000 206,203

Number of Job owners - Males 55,000 206,203

Number of Job owners - Young 22,000 75,231

Cl 2.2.2 Supported rural enterprises reporting an increase in profit
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Results Hierarchy Indicators Means of Verification Assumptions / Risks

Name Baseli | Mid-Term | Original Revised Revised Target for Total End Source Frequency Responsibil

ne End Original Original Additional Target ity
Target | End Target | end Target Financing
atMTR at March
2022 SM

Number of enterprises 5,790% 13,020 | COl survey At completion | PMU

Percentage of enterprises 30% 30%
Outcome At least 80% of targeted households attain food security Mid-term Third year PMU Stakeholders agree to roll out
Outcome 1.1: Capacity of evaluation and and ninth year GOM graduation model (A); no
ultra-poor households to end of effective strategy in place
graduate from poverty, programme targeting women and youths (R)
improve food security and impact
secure livelihood assessment
opportunities is improved Households - Percentage (%) ‘ 9% ‘ 60 ‘ 80 ‘ 80 80 80 80

Women reporting minimum dietary diversity (MDDW) (1.2.8)

Females - Percentage (%) 9.6% 65 75 75 75 75 75
Output Number of households reached with graduation activities IPs & PMU Annual PMU Stakeholders agree to roll out
Output 1.1.1: Government progress reports GOM graduation model (A); no
graduation model rolled out effective strategy in place

targeting women and youths (R)

Households - Number 15,000 15,000 30,000 30,000 20,000 50,000 At completion

Females - Number 6,750 6,750 21,300 21,300 14,000 35,300

Males - Number 8,250 8,250 8,700 8,700 6,000 14,700

Young - Number 3,000 3,000 6,000 6,000 6,300 12,300

Not Young - Number 12,000 12,000 24,000 24,000 13,700 37,700

Number of persons/households provided with targeted support to improve nutrition (1.1.8)

Total persons participating - Number 15,000 15,000 30,000 30,000 20,000 50,000

of people

Females - Number 6,750 6,750 21,300 21,300 14,000 35,300

Males - Number 8,250 8,250 8,700 8,700 6,000 14,700

Household members benefitted - 66,000 66,000 132,000 132,000 88,000 220,000

Number of people

Young - Number 3,000 3,000 6,000 6,000 6,300 12,300

Not Young - Number 12,000 12,000 24,000 24,000 13,700 37,700

Persons in rural areas trained in financial literacy and/or use of financial products and services (1.1.7)

Persons - Number ‘ ‘ 15,000 ‘ 15,000 ‘ 30,000 30,000 20,000 50,000

3 Of the Value chain groups and CBFOs that are linked to markets and formal financial institutions
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Results Hierarchy Indicators Means of Verification Assumptions / Risks

Name Baseli | Mid-Term | Original Revised Revised Target for Total End Source Frequency Responsibil

ne End Original Original Additional Target ity
Target | End Target | end Target Financing
atMTR at March
2022 SM

Females - Number 6,750 6,750 21,300 21,300 14,000 35,300

Males - Number 8,250 8,250 8,700 8,700 6,000 14,700

Young - Number 3,000 3,000 6,000 6,000 6,300 12,300

Not Young - Number 12,000 12,000 24,000 24,000 13,700 37,700
Outcome Number of retrained CBFO members IPs & PMU Annual PMU Sufficient demand from CBFO
Outcome 2.1: Improved progress reports support organisations (A) Poor
access to structured and level of client uptake (R)
sustainable CBFO financial | Number of retrained CBFO members 277,200 | 290,574 577,402 577,402 220,000 797,402
services - Number

Females - Number 124,740 | 130,578 271,810 271,810 132,000 403,810

Males - Number 152,460 | 159,996 305,592 305,592 88,000 393,592

Young - Number 55440 | 58,114 115,480 115,480 55,000 170,480

Not Young - Number 221,760 | 232,460 461,922 461,922 165,000 626,922

Number of increment rural CBFO members

Number of increment rural CBFO 72,000 90,000 169,818 169,818 55,000 224,818

members - Number

Females - Number 32,400 | 40,500 79,938 79,938 33,000 112,938

Males - Number 39,600 | 49,500 89,880 89,880 22,000 111,880

Young - Number 14,400 18,000 33,960 33,960 13,750 47,710

Not Young - Number 57,600 | 72,000 135,858 135,858 41,250 177.108
Output Number of persons in rural areas accessing financial services (CFBO +FSPs) (1.1.5) IPs & PMU Annual PMU Sufficient demand from CBFO
Output 2.1.1: CFBO progress reports support organisations (A) Poor
support organizations level of client uptake (R)
expand network of CFBO Number of persons - Number 328,000 | 417,774 1,243,013 1,034,622 420,000 1,454,622

roups

group Females - Number 147,600 | 187,998 574,854 481,078 252,000 733,078

Males - Number 180,400 | 229,776 668,159 553,543 168,000 721,543

Young - Number 65,600 | 83,555 248,598 206,920 105,000 311,920

Not Young - Number 262,400 | 334,219 994,415 827,702 315,000 1,142,702

Number of persons in rural areas accessing CFBO financial services

Number of persons - Number 747,220 747,220 275,000 1,022,220

‘ 350,574 ‘ 380,574 ‘
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Results Hierarchy

Indlicators Means of Verification Assumptions / Risks
Name Baseli | Mid-Term | Original Revised Revised Target for Total End Source Frequency Responsibil
ne End Original Original Additional Target ity
Target | End Target | end Target Financing
at MTR at March
2022 SM
Females - Number 157,758 | 171,258 351,748 351,748 189,000 540,748
Males - Number 192,816 | 209,316 395,472 395,472 81,000 476,472
Young - Number 70,115 76,115 149,440 149,440 54,000 203,440
Not Young - Number 280,459 | 304,459 597,780 597,780 216,000 813,780
No. of existing groups restructured
No. groups - Number ‘ ‘ 15,400 ‘ 16,143 ‘ 29,000 ‘ 29,000 ‘ 12,941 41,941
No. of CBFO groups linked to formal financial institutions
No. CBFO groups - Number ‘ ‘ 2,000 ‘ 10,000 ‘ 15,000 ‘ 15,000 ‘ 4,000 19,000
No. of new CBFOs formed ‘
No. of new CBFOs formed - Number ‘ ‘ 2000 ‘ 5,000 ‘ 8,802 ‘ 8,802 ‘ 2,941 11,743
Number of value chain groups/CBFO linked to markets
Number - groups ‘ ‘ 1,000 ‘ 2,000 ‘ 2,500 ‘ 2,500 ‘ 2,000 4,500
Persons in rural areas trained in financial literacy and/or use of financial products and services
Persons - Number 350,574 | 380,574 697,220 747,220 275,000 1,022,220
Females - Number 157,758 | 171,258 313,748 351,748 189,000 540,748
Males - Number 192,816 | 209,316 383,472 395,472 81,000 476,472
Young - Number 70,115 76,115 139,443 149,440 54,000 203,440
Not Young - Number 280,459 | 304,459 557,777 597,780 216,000 813,780
Number of persons/households provided with targeted support to improve nutrition (1.1.8)
Total persons participating - Number 200,000 747,220 275,000 1,022,220
of people
Females - Number 170,000 351,748 165,000 516,748
Males - Number 30,000 395,472 110,000 505,472
Household members benefitted - 880,000 3,287,768 1,210,000 4,497,768
Number of people
Young - Number 60,000 149,440 54,000 203,440
Not Young - Number 140,000 597,780 216,000 813,780
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Results Hierarchy Indicators Means of Verification Assumptions / Risks

Name Baseli | Mid-Term | Original Revised Revised Target for Total End Source Frequency Responsibil

ne End Original Original Additional Target ity
Target | End Target | end Target Financing
atMTR at March
2022 SM

Outcome Percentage of partner financial service providers with portfolio-at-risk 230 days below 5% (1.2.6) IPs & PMU Annual PMU High effective demand from rural
Outcome 2.2: Enhanced progress reports clients (A); inappropriate
capacity of FSPs to deliver financial products from FSPs (R)
demand-driven services in | % Providers - Percentage (%) ‘ | 50% 100% 90% 90% 100% ‘ 100%
rural areas

Percentage of partner financial services providers with operational self-sufficiency above 100% (1.2.7)

% Providers - Percentage (%) ‘ ‘ 70% 100% 100% 100% 100% ‘ 100%

Number of incremental rural clients accessing formal financial services or products by partner FSPs

No. Clients - Number 11,160 37,200 495,793 495,793 250,000 745,793

Females - Number 5,022 16,740 223,106 223,106 150,000 373,106

Males - Number 6,138 20,460 272,687 272,687 100,000 372,687

Young - Number 2,232 7,440 99,158 99,158 62,500 161,658

Not Young - Number 8,928 29,760 396,635 396,635 187,500 584,135

Number of CBFOs linked to markets/FSPs

Number - groups 6,000 ‘ 13,000 ‘ 14,000 15,000 4000 18,000

Cl 3.2.2: Households reporting adoption of environmentally sustainable and climate-resilient technologies and practices COlI Surve Baseline, PMU Households access climate

porting adop! y 9 p Y
Midterm and information service and other
Completion promoted technologies and use
them

Households-Number 220,000 752,311

Households - Percentage 50% 50%

Household Members 968,000 3,310,168
Output Number of financial service providers supported in designing and introducing innovative and demand-driven rural financial IPs & PMU Annual PMU High effective demand from rural
Output 2.2.1: Innovative products/services or low- cost delivery mechanisms progress reports clients (A); inappropriate
and demand-driven rural financial products from FSPs (R)
financial products/ services | Number of providers ‘ 2 ‘ 2 ‘ 2 6 2 ‘ 8
or low-cost delivery - - - - - - -
mechanisms for targeted At least two new/improved sustainable financial products/services or low-cost delivery mechanisms developed and rolled out
low-income households _
designed and introduced Number of new/improved 2 2 4 6 2 8

products/services
Output Number of financial service providers supported in delivering outreach strategies, financial products and services to rural areas | PMU progress Annual PMU High effective demand from rural

Output 2.2.2: Existing
proven innovative rural

(1.1.6)

reports

clients (A); inappropriate
financial products from FSPs (R)




Appendix I EB 2022/LOT/P.3

Results Hierarchy Indicators Means of Verification Assumptions / Risks

Name Baseli | Mid-Term | Original Revised Revised Target for Total End Source Frequency Responsibil

ne End Original Original Additional Target ity
Target | End Target | end Target Financing
atMTR at March
2022 SM
financial products/services Number of providers 8 8 8 1 6 17
and low-cost delivery — - - - - - - -
mechanisms for targeted Number of existing proven innovative rural financial products/services and low-cost delivery mechanisms for targeted low- IPs & PMU Annual PMU
low-income households income households scaled up progress reports
scaled u
P Financial products/services and low- 5 5 6 1 6 17

cost delivery mechanisms - Number
Outcome 2..2.3 Access Cl 3.1.2: Persons provided with climate information services PMU progress Annual PMU Climate Information services will
climate finance promoted reports be promoted to all project

beneficiaries

Persons 440,000 1,505,622

Females- Number 264,000 902,773

Males- Number 176,000 601,849

Young- Number 110,000 376,156

Not Young-Number 330,000 1,128,467
Outcome Number of functioning graduation multi-stakeholder platforms supported (Policy 2) PMU progress Annual PMU Organizations with key
Outcome 3.1: Multi- reports contributions can be identified
ministerial coordination and and have sufficient capacity to
capacity to manage poverty undertake assignments (A)
graduation programmes are Stakeholders unwilling to work
enhanced cooperatively (R)

Number of platforms under ultra-poor 1 1 1 1 0 1

graduation
Output Number of policy forums/workshops held on developing graduation system PMU progress Annual PMU
Output 3.1.1: Support for reports
development of Poverty Number of policy forums/workshops 9 12 12 12 6 18
Graduation Policy/Strategy
and Systems
Outcome Number of existing/new laws, regulations, policies or strategies proposed to policy makers for approval, ratification or PMU progress Annual PMU
Outcome 3.2: Institutions, amendment (Policy 3) reports
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Results Hierarchy Indicators Means of Verification Assumptions / Risks
Name Baseli | Mid-Term | Original Revised Revised Target for Total End Source Frequency Responsibil
ne End Original Original Additional Target ity
Target | End Target | end Target Financing
atMTR at March
2022 SM
policies and regulations Number of existing/new laws, 1 2 5 5 2 7
supporting greater financial | regulations, policies or strategies
sector outreach and
innovation are strengthened
Output Number of functioning multi-stakeholder platforms supported (Policy 2) PMU progress Annual PMU
Output 3.2.1: Enhanced reports
financial sector regulatory, Number of rural finance platforms 3 3 3 3 3
policy and institutional
capacity
Outcome Number/Percentage of rural finance support organizations with improved rural inclusive finance good practice knowledge PMU progress Annual PMU
Outcome 3.3: Rural finance reports
sector support Number of organisations 5 10 5 5 2 7
organizations capacity and
knowledge increased
Output Policy relevant knowledge products completed (Policy1) PMU progress Annual PMU
Output 3.3.1: Rural reports
inclusive finance good Number of knowledge 5 5 5 5 6 11
practice and knowledge products/services

produced and disseminated
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Updated summary of the economic and financial analysis

Table A

Financial cash flow models

Table A summarizes the most representative financial models including the cash flow for 10 years

(in local currency) and profitability indicators.

" Fam Models Incremental Benefits [MK) CropiLivestock Models Incremental Benefits [MK)
E Poct HH Vuherabie H|  Vuheabie MY
| UNT8.500" labowt Poor HH.- accessmg [acoessng informal|l — accessing accessng informal Goats
N unmc:?l;n edHH informal finascial | hnanciad sarvices | indormal fnancial services Maia Soybean | Geoundiuts [Potaty . Polato. reanng (2
A semices-VELA  |(VStA)andformal|  fmancial | (VELA) aed domal ranfed  [imaated Goats)
u financial services |sevices - VSLA]  frannal services
¢ Y 21638 £9 515 -191,972 133477 264258 54975 -28900(  -106.556)  -220.700¢ 398900 121,779
; P2 155006 17.261 1,064 60,613 284005 38758 30,765 39704 75,003 120,767, -60,590]
L M 165,089 23129 112,950 158,607 113493 4115% -8,302 4284 122727 13233 19,458]
PYd 15,268 97337 175,999 168,062 46754 90,979 30,765 39704 75,00 -390, 1800 52.258]
: PYs 13318 13219 104,398 140,075 231845 16,284 10,731 26279 75,003 310,700 5225&]
A PYs 11,3711 87,033 169,719 149,307 199 465 66,067 10,731 17.710 -23 8471 40437 52,258]
t m 20455 85,217 167,499 153,208 341,189 90,979 30,765 39,704 75,003 35653 52.258]
s PY3 20 455 72817 155,579 188,375 331,529 90,979 30,765 39704 75,003 305,600 52.258]
| PYe 2455 70,537 152,1591 173,458| 320249 90,979 30,765 39.704 75,003 305,600 52.258]
$ PY10 2 45 70,537 152,159 173.458[ 329249 90,979 30,765 39 704 75,003 305 600 52‘258]
Francial NPV (MK) 352,676 348 466 197 564 938,794 1305906 Sh24| 282 70,680 10,274 S0 T07) 14958
Faantial NPV (USD) 437 &1 a4 1,162 1654 4% 154 B8 a7 105 185
FIRR 1% 5% A7 85% 65% 45% 62% 15% 9% 1% 13%
R"""mw‘" T T B B [TTUR TS
Ircremana Grass
MargnUs0) 27 137 23 215 444 13 30 45 LX) & 280
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Programme costs and logframe targets
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Table B provides information on total project costs (broken down by component) and beneficiaries
(broken down by category). This table also includes logframe targets as per the EFA.

B)

—

PROJECT COSTS AND INDICATORS FOR LOGFRAME

TOTAL PROJECT COSTS (in million USD) 43.36 | PMU 4.36
Beneficiaries 440,000(households |
- USD x households .
Cost per beneficiary 99 Adoption rates 30%-50%
Components and Cost (USD million) Outcomes and Indicators
Ulta-poor graduation model developed and [20,000 households on government graduation
testing at scale and strenghtening nutrition model supported
1. Graduation of Ultra-Poor . " .
Households 17.2 Strenthening nutrition through assitional grant
20,000 UPG and 275,000 CBFO households
supported to improve nutrition
ImeFrovt;._d acgelss to ;tructured and sustainable 220,000 existing and 55,000 new CBFO
) . . CBFO financial services N
2. Support to Financial Innovation and 203
Qutreach 290,000 rural clients accessing formal financial
services by partner FSPs
s ic P hips. K led Enhanced multi-ministerial coordination and  [Rural finance support organizations with
éen:?:;g: aizn:c:lsicms' nowledge 15 capacity to manage poverty graduation improved rural inclusive finance good practice
Generation, and Policy
programmes knowledge
4. Programme management and
4 Pro ramme  mana ement and a4 PMU
coordination

Table C

Main assumptions and shadow prices

Table C shows the basic assumptions on yields and process for the main inputs and outputs. The
economic section shows shadow prices used in the conversion.

C) MAIN ASSUMPTIONS & SHADOW PRICES
Output % Increase in yields Input prices( per KG) Price (MK)
& Maize 70% NPK A 920 |
O o P
‘? Soybean 35% Urea 9%
& Groundnuts 50% Maize seed S 2,000
Potato - rainfed 50% o )
Fungicide (e.g. Dithane M45); 12,620
Potato - irrigated 63%
& Official Exchange rate (OER) 808|Economic discount rate 15%
\
o@ Shadow Exchange rate (SER) 853|Financial discount rate 4.0%
tandard Conversion Factor . on tradable goods .
OOV“ Standard C ion F 1.06|Non tradable goods CF 1.00
< Input Conversion factor 0.96|Labour Conversion Factor 0.65

10
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Beneficiary adoption rates and phasing
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Table D shows the total nhumber of project beneficiaries, subdivided into activities and phased
following the inclusion pattern envisaged by the project and reflected in the EFA and COSTAB.

D) Beneficiaries, Adoption Rate, Phasing in
Item Target HH| Y 1 Y2 Y3 Y4 Y5 Y 6 Y7 Total

00 0 old d 0 20,000
Coverage rate 0% 11% 22% 31% 27% 9% 0%
Adoption rate 50% 50% 50% 50% 50% 50% 50% 50%
No. of HH 10,000 0 1,111 2,222 3,111 2,667 889 - 10,000
Cummulative no. of HH 0 1,111 3,333 6,444 9,111 10,000 10,000
Coverage rate 0% 12% 18% 18% 18% 18% 17%
adoption rate 30% 30% 30% 30% 30% 30% 30% 30%
no. of HH 0 5,073 7,277 7,277 7,277 7,277 7,068 41,250
Cummulative no. of HH 0 5,073 12,350 19,627 26,904 34,182 41,250
72,500
Coverage rate 0% 18% 14% 18% 16% 20% 14%
Adoption rate 50% 50% 50% 50% 50% 50% 50% 50%
no. of HH - 6,458 5,010 6,520 5,916 7,427 4,918 36,250
Cummulative no. of HH - 6,458 11,468 17,989 23,905 31,332 36,250
FFS) 72,500
Coverage rate 0% 18% 14% 18% 16% 20% 14%
Adoption rate 50% 50% 50% 50% 50% 50% 50% 50%
no. of HH 0 6,458 5,010 6,520 5,916 7,427 4,918 36,250
Cummulative no. of HH 0 6,458 11,468 17,989 23,905 31,332 36,250
Coverage rate 0% 12% 18% 18% 18% 18% 17%
Adoption rate 30% 30% 30% 30% 30% 30% 30% 30%
no. of HH 0 5,073 7,277 7,277 7,277 7,277 7,068 41,250
Cummulative no. of HH 0 5,073 12,350 19,627 26,904 34,182 41,250
Total no. oh HH 0 24,172 26,797 30,707 29,054 30,297 23,974 165,000
Total cummulative no. of HH 440,000 0 24,172 50,969 81,676 110,730 141,026 165,000

Table E

Economic cash flow

Table E presents the overall project aggregation. Include the net incremental benefits of each
financial model in economic terms, converted using shadow prices (table C) and multiplied by the
number of beneficiaries (table D). Net incremental costs are to present all additional project costs.
Last column indicates net cash flow to be used to calculate project profitability indicators such as
economic NPV and economic IRR (EIRR).

E)

In 000 USD

Economic Analysis

Total programme Incremental benefits (US$; $ $ -$ 3447 $ 212 $ 5610 $ 11,641 $ 16,602 $ 25052 $ 36,528 $ 40,256
Total Benefits $ $ -$ 3447 $ 2712 $ 5610 $ 11641 $ 16,602 $ 25,052 $ 36,528 $ 40,256
Total Incremental Costs $ 15932 $ 12,920 $ 11,973 $ $ $ $ $ $ $
Benefits-Costs $ 15,932 -$ 12,920 -$ 15419 $ 2712 $ 5610 $ 11641 $ 16,602 $ 25052 $ 36,528 $ 40,256
Economic IRR 26.8%

Economic NPV USD'000 @15% $ 37,470

11
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Table F
Sensitivity analysis

The results show that the additional finance phase can face significant drops in benefits and still be
highly profitable. As an example, a drop of 50% in benefits would take the IRR to 23%.

SENSITIVITY ANALYSIS (SA)

A% IRR (%) NPV (USD M)
Base scenario 26.8% 37.47
Project costs +10% -10% 25.2% S
31.17

Project costs +20% -20% 23.2%
Projectc costs +50% -50% 16.3% 21.72
Project benefits +10% 10% 28.3% 44.37
Project benefits +20% 20% 29.7% oA
30.57

Project benefits -10% -10% 25.2%
Project benefits -20% -20% 23.9% 23.68
Project benefits -50% -50% 20.5% 2.99
1 year lag in ben. 23.3% 27.79
18.49

2 years lag in ben. 20.5%

Economic and Financial Analysis

I. Introduction
1. The current appendix summarizes the main assumptions, hypothesis and results of
the FARMSE additional financing’s economic and financial analysis. The profitability
indicators are calculated taking into account the project 's reported outputs and outcomes
for each component during the project’s implementation period and foreseen for the
project lifetime.

2. The economic and financial analysis for the additional financing consists of comparing
the overall project’s costs with the verified and expected impacts during the project’s
lifetime, calculated as benefits for the main promoted activities. It is done from the point
of view of each beneficiary (financial analysis) but also aggregating beneficiaries per
model, calculating the benefits for the economy of Malawi as a whole.

3. The information was obtained from the M&E system, consultations during field visits,
outcome reports and surveys and impact assessments. The resulting figures were double-
checked with the local technical specialist for each source of benefits.

4. Both in the financial and economic analysis, each initiative will be considered
profitable if cash flow 's additional benefits surpass investment and recurrent costs at a
cut-off rate. As a result, profitability indicators will be the Net Present Value (NPV,
economic and financial), the Internal Rate of Return (IRR, economic and financial), the

12
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Benefit-costs ratio (B/C, both economic and financial). The sensitivity analysis will test
vulnerability or robustness of obtained results for the economic profitability indicators.

The first part of the document summarizes the financial analysis main assumptions and
hypothesis and will analyze the proposed models and the corresponding expected benefits,
with an assessment related to the impacts on household incomes and the self-consumption
estimates. In the end, aggregated benefits (with externalities included) will determine the
overall profitability and the sensibility of results in face of negative shocks affecting costs,
prices and yields.

II. FINANCIAL ANALYSIS

5. Objectives. The objectives of the financial analysis are: (i) to assess the financial
viability of the development interventions promoted under the FARMSE’S Programme; (ii)
to examine the impact of Programme interventions on households’ income (HHs). This
serves to verify the incentive for the target group for engaging in the proposed activities
and (iii) to establish the framework for the economic analysis of the Programme, which
will complement the financial analysis to assess the justification from the overall economic
perspective.

6. Methodology and financial models. The analysis was developed by building
financial models for farm budgets, crops budgets and livestock. Incremental benefits were
estimated based on actual physical outputs and likely chances of building up incremental
benefits during the remainder of the project life period and considering production
foregone. Prices for inputs and outputs crop yields data were obtained from different
sources. To determine the “"Without project” scenario, the most relevant were the Baseline
Report, the Mid-Term Report and the information provided by the technicians.

7. The financial analysis assessed potential incremental costs and benefits projected to
(i) ultrapoor labour unconstrained households participating in graduation model who would
receive capacity building support and asset transfer funds to be invested in productive
assets and income generating activities; and (ii) poor but food insecure households,
households vulnerable to poverty and households resilient to poverty whose improved
access to formal and informal financial services and products would result in increased
investments in productive and income generating activities.

8. Incremental benefits to the programme investments are estimated by comparing the
future without programme (WoP) and future with programme (WiP) net margins. The
overall programme impact is calculated by aggregating benefits to the investments in the
graduation models and rural finance outreach. The benefits were assessed for a period of
10 years, a period that allows capturing potential benefits to all households targeted during
the entire programme implementation period.

Opportunity cost of capital. The discount rate was estimated at 4.0%, the rate paid by Saving
Bonds, the type of deposit that offers the highest Savings Deposit Rate in the National Bank of
Malawi®.

9. There is difference between the financial discount rate of 4% and the social discount
rate of 15% is attributed to the strong inflationary pressure the Malawi economy is
experiencing due to largely the impact of rising global energy and food prices and the
impact of unfavorable weather conditions during the 2021/22 agricultural season. Annual
inflation quickened to a near five-year high of 14.1% in March 2022. The saving deposit
rates are yet to adjust because it is linked to the policy interest rate which remained

4 https://natbank.co.mw/rates-tariffs/interest-rates
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unchanged to allow for economic recovery while the treasury bond rates might have
already aligned to the current economic reality.

10. Labour. In general, there is no shortage of labour for agricultural activities in rural
Malawi. In terms of the programme households, ultra-poor labour unconstrained
households expected to have sufficient family labour for own farming activities and earn
income through casual labour. Similarly all the targeted beneficiaries do not use hired
labour during any time of the cultivation season. There has been a slight reduction in
proportion of sampled beneficiary household involved in casual labour (from 16.6% at
baseline to 15.3% at MTE). The additional finance phase EFA analysis has maintained the
baseline parameters on casual labour.

11. Production models. The analysis developed five crop and two livestock production
models to represent predominant production activities. Crop models demonstrate
intensified production of: (i) rainfed maize; (ii) rainfed groundnuts; (iii) rainfed soya bean;
(iv) rain-fed potato; and (v) irrigated potato through investment in a low-cost treadle
pump. Livestock production models demonstrate investments in purchase of two goats.

12. In the WoP situation, the crop models present the current productivity and
profitability levels that are much below optimum due to combination of factors including
use of poor quality seeds, application of minimum levels of or no use of fertilizers and
agrochemicals, inadequate farm practices and technologies that do not respond to
increasing climate shocks. Similarly, present productivity levels of dairy cow and goats are
very low largely because of poor animal health and nutrition, as households have limited
access to animal feed, animal health services and products and use inadequate animal
husbandry practices. Limited or lack of access to financial services and products for
majority of rural households is a main determining factor that explain afore-discussed
issues. Negative climatic events such as droughts, dry spells and erratic rainfalls frequency
and severity of which are stubbornly increasing, is another contributing factor to steady
declines in productivity levels leading to increases in food insecurity and prices of major
food crops for human and animal consumption.

13. Crop production models for rain fed maize, groundnuts, soya and sweet
potato. The crop models demonstrate intensification of crop production on 1.0 ha of
agricultural land for individual crop through investments in higher quality seeds, fertilizer
and pest control, and improved farm management and climate smart agriculture practices.
Farmers are reluctant in investing in improved inputs, technology and farm practices for
numbers of reasons including poor access to seeds, agrochemicals, negative climatic
events, and access to finance. In the WoP scenario, (i) a smallholder household uses
traditional and low input farming practices; (ii) crop vyield is suboptimal iii) access to
finance, quality seeds and extension services are limited; and (iv) harvest and post-
harvest losses at 10 per cent due to inadequate farm practices, access to storage and
market facilities and climate related shocks. The WiP scenario assumes (i) yield increases
(ii) production losses declines to 5 per cent due to (iii) timely and adequate application of
improved seeds, agrochemicals; and (iii) use of improved farm practices.

14. Irrigated potato production model. Additional to the improved agricultural
practices stated above, this model illustrates investments in a treadle pump irrigation,
improved agricultural inputs and farm practices that would allow switching form production
of rain -fed potato to irrigated potato on 1.0 ha land.

15. Goat rearing model. This model describes investments in purchase of two goats of
traditional breed and improved animal husbandry practices. The model assumes purchase

14



Appendix II EB 2022/LOT/P.3

of two does and maintenance of the herd size at two does. Birth rates assumed at 1.5 per
kidding with three kidding in two years and mortality rates 7 per cent for mature goats
and 12 per cent per kids. One year-old kids assumed to weigh 15 kg and does 25 kg. Flock
size expected to stabilize at six does.

Table 1: Agricultural models. WOP and WP case. kg/ha

Crop Post-harvest yields

WP
ek (at full development) SIS

Maize (rainfed) 1,700 2,890 70%
Soybean (rainfed) 950 1,283 35%
Groundnuts (rainfed) 800 1,200 50%

Potato (rainfed) 8,000 12,000 50%

Potato (irrigated) 8,000 13,000 63%
Table 2: Financial margins, under the WOP and WP scenarios

CROP MODELS RESULTS ( Financial prices ,USD) -1 ha at full development
0 0 O DO 1)
WoP WP WoP WP

Maize (rainfed) 152 265 113 164 1.9 3.6
Soybean (rainfed) 212 250 38 139 2.0 3.0
Groundnuts (rainfed) 504 553 49 241 4.1 5.3
Potato (rainfed) 870 963 93 485 19.3 19.2
Potato (irrigated) 744 1,123 378 616 16.5 16.6
Goat rearing (2 goats) - 288 288 204 - 2.4

16. Increased production could either be sold on the market (with positive effects on HHs

incomes and access to food) or self-consumed (with positive effects on food security) and
the value is considered to be similar for both cases. In the case of maize, the main crop,
it is estimated that almost 84% of the incremental production is for self-consumption.

Table 3: Incremental Self Consumption
Expected incremental sicmentalsell

I is e consumption ratio per

consumed (kg/ha)

production (kg/ha)

household
Maize (rainfed) 1,190 1000 84%
Soybean (rainfed) 380 35 9%
Groundnuts (rainfed) 400 70 18%
Potato (rainfed) 4,000 500 13%
Potato (irrigated) 5,000 500 10%

17. Household models. Potential FARMSE beneficiaries fall into five broad categories of
poverty that represent various levels of endowment, monetary poverty, food security,
family labour availability, vulnerability, and resilience to poverty. These categories are: (i)
ultra-poor labour constrained; (ii) ultra-poor labour unconstrained; (iii) poor but food-
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secure; (iv) vulnerable to poverty; and (v) resilient to poverty. To simplify, the analysis
grouped them into (i) ultra-poor; (ii) poor; and (iii) vulnerable.

18. Potential investment choices of target beneficiaries are illustrated through five
indicative smallholder household models with different types and scales of assets. The
models are summarized below and presented in Table 4.

19. Ultra-poor labour unconstrained households receiving capacity building support
and one time lump sum seed capital of around USD 300 are presented through indicative
investments models for a smallholder farming household operating 0.40 ha of rainfed land,
of which 0.1 ha is currently not operated due to lack of financial resources, and investing
in (i) improved production of maize (0.20 ha) and groundnuts (0.2 ha) and (ii) improved
husbandry of two goats.

20. Poor households gaining access to informal financial services and products through
its membership in the VSLA, are illustrated through a smallholder household model
operating 0.70 ha of rain-fed land and investing in intensified production of maize,
groundnuts, and soybean.

21. Poor households gaining access to both informal and formal financial services and
products delivered by FSPs and VSLAs, are illustrated through a smallholder farm
household model operating 0.70 ha of rain-fed land and investing in (i) intensification of
rain-fed maize, soybean, groundnut, and potato production; and (ii) purchase of two goats.

22. Vulnerable households accessing finance through its membership in VSLAs are
presented through a smallholder farm household model operating 0.80 ha of rain-fed land
and investing in (i) intensification of maize, groundnuts, soybean and potato production;
and (ii) increasing existing goat herd by one goat

23. Vulnerable households accessing financial resources and products through the
VSLAs and FSPs are presented through a smallholder farm household model operating
0.80 ha of rain-fed land and investing in (i) a treadle pump irrigation to produce irrigated
potato on 0.50 ha of land; (ii) intensification of rain-fed maize, groundnuts and soybean
on 0.20 ha of rain-fed land; (iii) one goat;

Table 4: Summary of With and Without Project Situations per Household

Production activities |Unit graduatio °° ; °° ; i

WOP WIP WOP WIP WOP WIP WOP WIP WOP WIP
Crop production ha 0.2 0.2 0.4 0.4 0.4 0.3 02 | 02 | 02 | o015
Maize (rainfed)
Maize (rainfed, rented ha 0.1 0.2 0 0 0
land)
Groundnut (rainfed) ha 0.2 0.15 0.15 0.2 0.25 0.3 0.15 0.1
Soybean (rainfed) ha 0.1 0.15 0.15 0.2 0.2 0.15 0.15 0.05
Potato (rainfed) ha 0.15 0.15 0.3 0
Potato (irrigated) ha 0 0.5
Total area ha 0.3 0.4 0.7 0.7 0.7 0.7 0.8 0.8 0.8 0.8
Livestock
Goat (new investment) head 2 ! !
Goat (improved
husbandry) head 2 0 1 1
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24. Household cash flow analysis. The analysis of the cash flows after financing for
all household models indicate that participating households will be substantially better off
because of programme interventions. The analysis indicates that if households can muster
sufficient savings through CBFO groups and can access adequate financing products
through the formal financial sector, the proposed investments are financially sustainable.
This is summarized in Table 4

25. Financing requirements for each household type have been estimated as a function
of total incremental production costs and beneficiary contribution. For households
benefiting under Component 1.0, it is assumed that financing requirements will be met
through a grant (the seed capital paid under of the graduation programme). For
households benefitting only from subcomponent 2.1 (CBFOs), it is assumed that all
financing requirements are met through beneficiary contribution (i.e. savings accumulated
through group participation). For households benefiting from both subcomponents 2.1 and
2.2, it is assumed that 50% of financing requirements are met though savings and the
remaining 50% through loans

26. Financing requirements for investment activities will vary from one household to
another depending on investment choices. As presented in Table 14, financial needs of
ultra-poor labour unconstrained households will be around USD 175 to be financed from
the asset transfer grants of USD 300. Investment choices of those households, who access
only VSLA loans, are expected to require relatively modest amounts of investments. Poor
households, for instance, are assumed to opt for less capital-intensive investment activities
(crop production) that require investment at USD 121 to be funded from VSLA loans of
USD 60 and household contribution of USD 60. Similarly, investment options of vulnerable
households assumed to require USD264 to be funded from VSLA loans of USD 72 and
household contribution of USD191. Highest loan amounts are expected for investments
choices of vulnerable households gaining access to both informal and formal financial
services. Respective financial requirements of vulnerable households expected at USD at
USD 694 to be financed from loan amount of USD 292 and household contribution of USD
402. It should however be noted that these financial requirements of households represent
only the first year financial needs and some households are expected to receive loans in
following years depending on their cash flows.

27. Table 5: summary of household models profitability indicators ,financing
requirement and return to family labour (USD)

financing Returnitg labour -
Incremental Incremental - Household family labour - . .
. . Beneficiary Comparison with
Household type income after production loan Incremental

financing costs requirements Annual Income
Per HH

Line

Net income after Return to Family

contribution the Malawian
Poverty National

Ultra Poor Household (Graduation)

181

226

45

175

175

107

52%

Poor Household (VSLA)

358

496

137

121

60

60

53

26%

Poor household (VSLA and FFS)

352

585

233

264

191

72

154

75%

Vulnerable Household (VSLA)

602

817

215

259

342

(83)

177

86%

Vulnerable Household (VSLA and FFS)

768

1,211

444

694

402

292

408

199%

28. A sustainability analysis for the enterprise models was undertaken based on the loan
amount determined for a particular enterprise or a household model. For loans from
informal service providers , an assumed of interest rate 10% per month was used
according to the prevailing rates while the interest rate on loans from formal financial
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service providers is assumed at 25% per annum being the current policy rate of 14% plus
11% margin. This analysis aims to demonstrate whether the beneficiaries, who are willing
to accept loans that would be provided by the AF facility, will have a positive cash flow
from farming that is sufficient to repay the loan installments with interest and still has cash
for livelihood.

29. Table 6:a Sustainability Analysis for enterprise models (MWK)

Annual food
and non food
Requirements
for 4 member

Net Income
after loan
and interest
repayment

Determined Borrowing .
Borrowing
from

Estimated .
Net income
total annual
after

e financin
payable g

Household
loan formal
requirements FSP

from
Informal FSP

Household type

Poor Household (VSLA)

46,982 48,839

37,174 110,737

24,724

663,516

Percentage of
HH annual
requirements
met after loan

HH service

Poor household (VSLA and FFS)

58,496 29,248 29,248

26,373 187,919

103,051

663,516

16%

Vulnerable Household (VSLA and FFS)

89,888 44,944 44,944

106,446 418,430

222,096

663,516

33%

The analysis shows that beneficiaries for all the three enterprise models will have sufficient
cash flow to service the loan and interest. The analysis of sustainability was based on the
comparison of the remaining cash flow to the absolute poverty line. The absolute poverty
line per person per year in Malawi is equivalent to MWK 165,879 (US$205.38) per person.
For households with a size equivalent to 4 adult persons, the absolute poverty line would
be MWK663,000. The highest household income in the sustainability analysis shows that
one model for Poor HH accessing formal and informal financial services meets only 16%
net incomes above the poverty line after loan repayments. The other two household
models achieve net incomes significantly below the poverty line.

Following the recent 25% devaluation of the Kwacha and the general international
inflationary environment, a sensitivity analysis was conducted on the impact of interest
rate changes in enterprise sustainability models. The results show that while there is
marginal positive contribution towards annual food requirements for all the borrowing
households, the increased interest costs on borrowed funds will reduce the sustainability
of the three household models

30. Table 6b: Sensitivity analysis on impact of interest rate changes enterprise
models

Sensitivity Analaysis on interest rate changes following 25% devaluation

Net | frer | d Percentage of HH annual
HH Type € i:tcc:mt:? er rc;ar:]tan requirements met after
Sensitivity variables erestrepayme loan service

Poor Household (VSLA) 24,724 4%
base scenario Poor household (VSLA and FFS) 103,051 16%
Vulnerable Household (VSLA and FFS) 222,096 33%
Interest rate +30% Poor Household (VSLA) 13,572 204
Poor household (VSLA and FFS) 95,139 14%
Vulnerable Household (VSLA and FFS) 190,163 29%
Interest rate +50% Poor Household (VSLA) 6,137 1%
Poor Household (VSLA) 89,864 14%
Poor household (VSLA and FFS) 168,874 25%

I1I. Economic Analysis

31. Objectives. The economic analysis objectives are to: (i) determine the viability of
the Programme as a whole, in which aggregated economic benefits are compared with
total Programme costs; (ii) assess Programme impact and the overall economic internal
rate of return (EIRR); and (iii) perform sensitivity analysis in order to measure the
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robustness of the expected impact, and to measure variations in the overall EIRR due to
unforeseen factors.

32. Methodology and Assumptions. The economic analysis is based on the estimation
of the benefits gained from the increased economic performance of HHs and Communities
targeted by the Programme. The main quantifiable economic benefits from the Programme
are represented by the net incremental benefits as computed in the financial analysis, i.e.
the difference between the annual net benefits in the WOP and WP scenarios. Such benefits
are aggregated over the total number of beneficiaries, in accordance with their phase of
incorporation into the project. The economic analysis is conducted over a 16-year period.
Specifically, the HH models discussed in the financial analysis above are used to link the
crop models with the number of HH beneficiaries (set as target), estimate the overall flow
of benefits, and compute the EIRR and the Net Value Added.

33. Estimation of the economic benefits. Economic benefits are estimated using
economic prices (instead of the financial ones). Financial prices of tradable goods are
converted into economic ones using a Standard Conversion factor (SCF) build on the
relationship between official exchange rate and shadow exchange rate. Shadow prices are
also used for the exchange rate and the rural wage.

34. The fertilizer and imported inputs conversion factor was derived from estimated
economic cost of imported fertilizers compared to the observed financial cost of the
fertilizer on the market. The economic prices of fertilizer was based on the quarterly
average prices on the World Bank Commodities Price Data (Pink Sheet) for the two
quarters from Oct 2021 to March 2022. The use of two quarters data instead of four
quarters data was to remove distortions arising from the huge movements in world
average prices of fertilizers from US$ 463 for the quarter April -June 2021 to US$808 for
the quarter Jan-March 2022 due to the COVID-19 effects and the Ukraine war.

Table 7: Standard Conversion factor (SCF) and Shadow prices used in the
economic analysis

Conversion Factors

Standard Conversion Factor (SCF) SCF

1.06
Conversion Factor for fertilizer and imported inputs | SCF

0.96
Shadow Exchange Rate SER

1.54
Shadow Wage Rate Factor SWRF

0.65

5 SWREF as used in an earlier IFAD project in Malawi
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35. Social Discount Rate. It is established at 15%. The exercise takes an average of
the interest rate paid by certain national treasury bonds, since Malawi has no bonds in the
international financial markets and the Malawian currency has shown stability during the
last years. ©

36. Adoption rates and other assumptions for the computation of the overall
flow of benefits. To compute the overall flow of direct benefits of the FARMSE
Programme, the analysis calculates the actual number of beneficiaries informed by the
M&E team for those HHs that are expected to be benefited by the investments planned in
the additional finance phase. Adoption or success rate of 30 per cent assumed for
households whose access to finance will be only through VSLAs based on average VSLA
size and savings budgets. Adoption or success rate of 50 per cent applied for households
who will access both informal and formal financial resources.

5 https://mse.co.mw/index.php?route=counter/debt/listed
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Table 8: Additional Finance Phase. Number of Beneficiaries per intervention

Beneficiaries, Adoption Rate, Phasing in
Item Target HH Y 1 Y 2 Y 3 Y 4 Y5 Y 6 Y7 Total
Ultra Poor Household (Graduation) 20,000
Coverage rate 0% 11% 22% 31% 27% 9% 0%
Adoption rate 50% 50% 50% 50% 50% 50% 50% 50%
No. of HH 10,000 0 1,111 2,222 3,111 2,667 889 - 10,000
Cummulative no. of HH 0 1,111 3,333 6,444 9,111 10,000 10,000
Poor Household (VSLA) 137,500
Coverage rate 0% 12% 18% 18% 18% 18% 17%
adoption rate 30% 30% 30% 30% 30% 30% 30% 30%
no. of HH 0 5,073 7,277 7,277 7,277 7,277 7,068 41,250
Cummulative no. of HH 0 5,073 12,350 19,627 26,904 34,182 41,250
Poor household (VSLA and FFS) 72,500
Coverage rate 0% 18% 14% 18% 16% 20% 14%
Adoption rate 50% 50% 50% 50% 50% 50% 50% 50%
no. of HH - 6,458 5,010 6,520 5,916 7,427 4,918 36,250
Cummulative no. of HH - 6,458 11,468 17,989 23,905 31,332 36,250
Vulnerable Household (VSLA and FFS) 72,500
Coverage rate 0% 18% 14% 18% 16% 20% 14%
Adoption rate 50% 50% 50% 50% 50% 50% 50% 50%
no. of HH 0 6,458 5,010 6,520 5,916 7,427 4,918 36,250
Cummulative no. of HH 0 6,458 11,468 17,989 23,905 31,332 36,250
Vulnerable Household (VSLA) 137,500
Coverage rate 0% 12% 18% 18% 18% 18% 17%
Adoption rate 30% 30% 30% 30% 30% 30% 30% 30%
no. of HH 0 5,073 7,277 7,277 7,277 7,277 7,068 41,250
Cummulative no. of HH 0 5,073 12,350 19,627 26,904 34,182 41,250
Total no. of HH 0| 24,172 26,797 30,707 29,054 30,297 23,974 165,000
Total cummulative no. of HH 440,000 0| 24,172 50,969 81,676 | 110,730 | 141,026 | 165,000

37. Economic Programme Costs. Programme costs were considered including price
and physical contingencies. To avoid double counting of the costs, only the incremental
economic costs of the Programme are considered (i.e. the costs of activities funded by
FARMSE. Costs that had already been included in the activity models are excluded. This is
independent of the source of funding (i.e. beneficiaries, IFAD, government or private
sector).

38. Economic Internal Rate of Return (EIRR). The EIRR of the additional finance
phase is estimated at 33.2% (base case), confirming its economic justification. This EIRR
is much higher than the one that at design (14.3%) due to increased number of program
beneficiaries.

39. Net Present Value (NPV). The economic Net Present Value (NPV) is estimated at
about USD 13.9 million over the 20.2-year period of the analysis. The economic discount
rate adopted in the economic analysis is 15%, as discussed above

40. Sensitivity Analysis. To test the robustness of the above results, a sensitivity
analysis has been carried out. The main risk factors that can negatively impact the
profitability of the program include effects of climate change, unstable macroeconomic
environment, political instability, lack of appetite of the financial sector to finance
smallholder farmers and agri-MSMEs. The sensitivity analysis shows that the programme's
EIRR and NPV are still positive and robust under all the scenarios tested. For example,

21




Appendix II EB 2022/LOT/P.3

under a pessimistic scenario of a reduction in project benefits at around 20 per cent, EIRR
would be 23.9per cent and the NPV would be US$23.7million

Table 9: Additional Finance Phase. Sensitivity analysis

IRR NPV (USD )

base scenario 26.8% 37,470,034 Identified Risk Factors
1 Unstable macroeconomic
costs +10% 25.1% 34,320,505 |environment

2. climate change, including
flooding, drought, and uncertain

costs +20% 23.2% 31,170,977 |rainfall

costs +50% 16.3% 21,722,392

benefits +10% 28.3% 44,366,565 |1. Climate change shocks
2. Unstable macroeconomic

benefits +20% 29.7% 51,263,097 (environment

3. lack of appetite of the financial
sector to finance smallholder

benefits -10% 25.2% 30,573,502 |farmers and agri MSMEs
benefits -20% 23.9% 23,676,970

benefits -50% 20.5% 2,987,375

benefits delay 1 yr 23.3% 27,791,269 (1. Political Risk

2.inadequate institutional capacity
to implement and coordinate

benefits delay 2 yrs 20.5% 18,486,727 |activities
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