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Currency equivalents

Currency Unit =
USD 1.0 =

Weights and measures

1 kilogram = 1000 g

1 000 kg = 2.204 Ib.

1 kilometre (km) = 0.62 mile

1 metre = 1.09 yards

1 square metre = 10.76 square feet
1 acre = 0.405 hectare

1 hectare = 2.47 acres
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Map of the project area
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Executive Summary?!

1. Lebanon is a small upper middle- income open country with a population of 4.5 million people in
2015, not taking into account about 1.5 million Syrian and 450,000 Palestinians refugees
residing in the country. GDP growth for 2016 was estimated at 1.8%, reflecting the impact of
regional turmoil. The Syrian refugee crisis has resulted in unprecedented social and economic
challenges to Lebanon, putting further stains on its resources, public services and infrastructure
and placing Lebanon as the country with the highest number of refugees per capita in the
world. For every 1,000 residents of Lebanon, roughly 182 Syrian refugees were in the country
in 2016, according to the UNHCR. The registered Syrian refugees account for more than 20%
of the total population.

2. In order to cope with the crisis situation, the GoL launched the Lebanon Crisis Response Plan
(LCRP) in 2015 as a strategic framework to allow the Government, national and international
partners to come together to deliver integrated and mutually reinforcing humanitarian and
stabilization interventions. LCRP is organized along seven strategic sectors, including one on
food security which is led by MoA, FAO and WFP.

3. Like many other UN agencies and donors, IFAD joined the international community in helping
the countries affected by the Syrian crisis to cope with the situation. Accordingly, and in
recognition of the rural dimension of the crisis, IFAD has established a Facility for Refugees,
Migrants, Forced Displacement and Rural Stability, or FARMS. The goal of the facility is to
ensure that poor rural people overcome poverty through remunerative, sustainable and resilient
livelihoods. In host areas, livelihoods for both the host communities and the displaced peoples
will be generated.

4. Although Lebanon is a high middle income country, 28.6% of Lebanese households are poor
and of these, 8% are considered extremely poor or below the lower poverty line
(USD 2.40/person/day). More than 20% of households engaged in agriculture fall below the
extreme poverty line. Poverty is prevalent mainly in the rural provinces of Akkar, North and
South Lebanon and Baalbek-Hermel.

5. Within agriculture, livestock is an important sector. Livestock production relies on cattle
(77,000 heads in total, 10,400 farms, average 7 heads/holding), sheep (350,000 heads in total,
4,100 arms, 85 heads/holding) and goats (450,000 heads in total, 5,850 farms,
75 heads/holding). Cattle are reared for milk mainly, goats for both purposes and sheep mainly
for meat. The need for (i) improving the competitiveness of the local dairy sector; (ii) enhancing
quality and food safety of local dairy products, and (iii) reinforcing the role of dairy cooperatives
is clearly outlined in the MOA strategy 2015-2019.

6. The demand for local dairy products in Lebanon is high, with a level of consumption per capita
of 114 liters (FAO, 2013). This demand has been boosted by the influx of refugees from Syria,
where consumption of dairy products, especially traditionally processed ones, is part of
consumption habits. The local milk production (390,000 t per year) is not in position to satisfy

! The detailed and final design missions were managed and supervised by Mr. Tarek Kotb (IFAD Country
Programme Manager). The mission consisted of Mr. Abdelhamid Abdouli (Mission Leader), Mr. Antonio Rota
(Lead Technical Advisor/Livestock, PTA, IFAD), Mr. Alban Bellinguez (Livestock Development Specialist),
Mr. Mikael Andersson (Financial Management Specialist, IFAD), Mr. Majid Benabdellah (Economic and Financial
Specialist), Ms. Sawsan Hassan (Rangelands, Environment Specialist), Mr. Mohamed Al Ghazali (M&E
Specialist), Ms. Shazreh Hussein (Targeting and Gender Development Specialist), Mr. Mohieddine Hilali (Dairy
Processing Specialist), Mr. Marc de Sousa Shield (Rural Finance Specialist), Ms. Nathalie Gebrayel
(Procurement Specialist), Mr. Yonas Mikonen (Programme Officer, IFAD), Ms. Sawsan Mehdi (Rural
Development Specialist), and Mr. Youssef Ibrahim (Environment Specialist).

vi
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this demand, both in terms of quantity and consumer quality expectations, and the country
therefore imports around half of its consumption (356,000 mt equivalent per year).

Cow milk represents the largest share of milk production (95%) and goat and sheep milk
represent respectively 3% and 2% of the total production. Goat and sheep milk production are
seasonal (November to June) unlike cow milk production which is permanent.

The largest part of the national production (300,000 tons - 80% of the production) is marketed
through the informal and semi artisanal/small scale processing sector, without being directly
affected by strong competition from imported powder milk used by six large processors
(Taanayel Les Fermes/Bonjus, Dairy Khoury, Liban Lait, Dairy Day, Dainka Dairy, and Jdita).

Dairy cattle production systems are largely landless and vary in size, with smallholder systems
owning 2 to 10 cows, medium size units with 11 to 30 animals, but also large and modern units
integrated to industrial processing units. Sheep and goat milk is used for the production of
traditional products such as laban, labneh, kishk, halloum cheese, Akkawi-Checki cheese, and
baladi cheeses like double creme, bulghari, and Nabulsi.

The dairy sector suffers from several problems, including: inadequate animal feeding; weak
animal health system; small and fragmented farms; decreasing crop/forage land and
productivity of pastures for small ruminants; low animal yields, and insufficient capacity for
product collection and processing, and overall high dairy production cost due largely to high
animal feed cost.

The overall goal of the project is to contribute to the reduction of rural poverty of resource-poor
Lebanese rural households and Syrian refugees. The development objectives of the project
are: (i)to increase the income of smallholder dairy producers and processors, and (ii) to
increase in employment opportunities of young Lebanese in communities affected by the Syrian
crisis and young Syrians living in these areas.

HALEPP is designed to address most of the smallholder dairy sector constraints as per its
following theory of change: There is strong demand for good quality dairy products obtained
through small scale processing of fresh milk. Consumers are willing to pay a high quality
premium price for better quality milk. Currently the small dairy producers are not able to
penetrate this rewarding market. They not only pay a high price for animal feed but also
produce and process low quality milk and dairy products. Higher productivity per head through
better feeding, reduced animal feed cost and improved animal health together with value
addition to good quality raw milk into hygienic processing would sustainably increase
smallholder dairy producers and processors income and enhance food security in the country.
The same theory of change would apply to the Syrian refugees engaged in dairy production
and on-farm processing, being it now as refugees in Lebanon or eventually upon their return to
Syria.

The project will concentrate its efforts on four aspects: (i) reduction of production costs by
using adequate rations with more quality fodder and less concentrate, (ii) improvement of
productivity per animal, through better feeding associated with better management of
herds/flocks and reduced impact of animal diseases, (iii) improvement of the quality of milk and
dairy products through better hygiene at milk handling and processing, and (iv) enhancement of
market access and marketing opportunities.

The project would be national in scope and cover all 7 governorates: Mount Lebanon, North
Lebanon, Akkar, Bekaa, Baalbek-Hermel, Nabatieh and South Lebanon. The project would
largely focus on the Lebanese communities who are among the poorest and the most affected
by the influx of Syrian refugees as well as Syrian refugees by implementing its interventions in
the 251 poorest cadasters out of a total of 1,653 cadasters in the country. The 251 cadastres
are home to 67% of the most deprived Lebanese and 87% of Syrians refugees.

The project would target about (i) 2,400 smallholder cattle farmers and 1,600 small ruminant
farmers. It is estimated that this would constitute nearly 30% of all farmers owning up to 7 cows
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and 21% of all small ruminant farmers with herds of up to 200; (ii) 1,500 smallholder on-farm
processors, mostly women; and (iii) 80 small to medium off-farm processors; and (v) 500 young
Lebanese in host communities affected by the Syrian crisis and Syrian refugees, seeking
employment in agriculture and agro-processing and rural infrastructure. In all the project
interventions, there would be a strong focus on women who represent a specific target for
IFAD, due to their traditional relevance in livestock production, their growing social and
economic responsibility, and their vulnerable position in societies. Up to 30% of project target
would be Syrian refugees.

In addition to the Project Coordination and Management component, the project would include
two technical components: (i) enhancing competitiveness of smallholder dairy producers; and
(i) improving small-scale value addition and access to market.

The expected outcome of the first component is higher and sustainable supply of good quality
milk at the level of smallholder dairy farmers. This would be achieved through outputs delivered
under two sub components: (i) improving capacities of targeted smallholder dairy farmers; and
(if) improving animal management and productivity of cattle dairy herds and small ruminants’
flocks in the project area.

The expected outcome of the second component is better quality dairy products at smallholder
household processing level and off-farm small and mid-size dairy processing level. This would
be achieved through outputs delivered under three sub components: (i) supporting aggregation
and value addition, (ii) improving access to Rural Finance, and (iii) supporting a dairy
stakeholder platform for inclusive policy dialogue.

With regards to project implementation, a Project Directorate with qualified staff recruited on a
competitive basis would be established at the Ministry of Agriculture, reporting directly to the
Office of the Minister through the Animal Resources Directorate. It would work closely with the
most relevant entities within the MOA, i.e. Animal Resources Directorate, Education and
Extension Service, and General Directorate of Cooperatives. Project implementation would
combine making use of these directorates and outsourcing to qualified institutions (universities
and international organisations), NGOs and private service providers. Their involvement would
be through call for proposals and performance based MoUs.

The total project costs, for a period of six years, are estimated at USD 12.5 million. Investment
costs represent 64.6% of total costs. Recurrent costs accounting for 35.4% of total costs.
Project cost would be financed as follows: IFAD loan of USD 4.9 million and grant of USD 0.6
million, FARMS grant of USD 5 million, Government contribution of USD 1.8 million equivalent
and beneficiaries contribution of USD 0.2 million equivalent.

HALEPP project is in line with IFAD Strategic Framework 2016-2025, NEN Country Strategic
Note for Lebanon and relevant IFAD policies. The project activities, implementation
arrangements and M&E system have been designed in compliance with IFAD Targeting Policy,
IFAD policy on gender equality and women’s empowerment and in line with the approaches
outlined in the Framework for Gender Mainstreaming in IFAD investment Operations. The
project is designed to be consistent with IFAD’s Private Sector Development and Partnership
Strategy, its Rural Finance Policy and the associated Decision Tools for Rural Finance. The
preliminary Environmental and Social category is B, considering that the project approach will
promote use of climate resilient technologies (e.g. solar energy and biogas technologies), and
improved management of animal raising and dairy processing.

As 67% of the most deprived Lebanese and 87% of Syrians live in the same vulnerable areas
covered by HALEPP, FARMS co-financing of HALEPP project is a good opportunity to help the
two communities co-exist in harmony with less friction which is caused by limited resources at
their disposal. In addition to supporting Lebanese and Syrian smallholder dairy producers and
processors in communities affected by the Syrian crisis, HALEPP would also put at the disposal
of Lebanese farmers and processors a pool of qualified Syrian workers for on-farm and off-farm
employment in areas much less attractive to the young Lebanese. FARMS and HALEPP are

viii
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23.

aligned in terms of geographical coverage, overall goals, development objectives, outcomes,
and financing plan.

The EIRR on the investments in the HALEPP project area over 15 years is estimated at 15.6%.
The Net present value (NPV) of the project is positive (USD 27.9 million) and the Benefit-cost
ratio is 3.7. The economic analysis suggests that the HALEPP project is feasible. With an
opportunity cost of capital (OCC) of 9%, these worthiness indicators establish the economic
feasibility of the project. The sensitivity tests of the profitability suggests that the project is
robust and worthwhile.
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Logical Framework

Results Hierarchy

Indicators (indicators will be disaggregated by age and gender. Up to 30% of
beneficiaries will be Syrian refugees). Baseline figures will be updated after
baseline survey in year one

Means of Verification

Assumptions and
Risks

Name Baseline | Mid-Term End Target Source Frequency | Responsibility
Goal: contribution to = % of people experiencing economic | - % 20% 50% RIMS Baseline PD, M&E officer = Security  setback
reduction of rural poverty mobility (RIMS 3 CI1, SDG target 1.1 & baseline and and due to
of resource-poor Lebanese 1.2 impact survey | Completion unpredictable
rural households and situation in
Syrian refugees. = 9% of people with improved food security | - % 30% 60% Lebanon and
neighbouring
Development Objectives: | = % increase in smallholder dairy | producer | 10% 20% Project Annually M&E officer countries (R)
(i) to increase the income producers and processors incomes | s 200 Monitoring
of smallholder dairy (RIMS 3) usD reports = Stable
producers and processors, /cow, macroeconomic
and (i) increase in = Number of FTE employment = processor | 1000 3000 Project Baseline M&E officer context (A)
employment opportunities opportunities created (RIMS2, Cl 2.5.1) 500ltrs Monitoring and
of young Lebanese in 12,000 reports Completion
communities affected by usb
the Syrian crisis and young
Syrians living in these = Percentage of persons / households | - % 15% 30% Project Baseline M&E officer
communities reporting positive integration with host Monitoring and
communities reports Completion
Outcome 1: milk * % decrease in cost of production per | 500 10% 30% Trade Baseline M&E officer Agents and collectors
production improved in litre of milk (RIMS2, Cl 2.2.2) LBP/liter statistics and | and opposed to direct
quality and yield = % increase in milk productivity (liter per | - % 10% 25% Project M&E Completion linkages between
animal (RIMS 2) system producers and
= 9% of disease outbreaks reduction | 3750 cow | 309 50% processors (R)
(RIMS2) 45 sheep
113 goat
0%
600
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Results Hierarchy

Indicators (indicators will be disaggregated by age and gender. Up to 30% of
beneficiaries will be Syrian refugees). Baseline figures will be updated after
baseline survey in year one

Means of Verification

Assumptions and
Risks

Name Baseline | Mid-Term End Target Source Frequency | Responsibility

Outputs: = No. of Smallholder farmers benefitting 1,500 4,000 Project Quarterly M&E officer

1.1 Technical from extension (RIMS1) Monitoring

knowledge and skills of reports

smallholder farmers are

improved

1.2 Animal health | ® National Animal Disease Information 1 1

status of the dairy herd and System revamped (RIMS2)

flock is improved

Outcome 2: quality, = % increase in dairy products for -% 20% 30% Project M&E Baseline, M&E officer = Commercial banks

diversification and sale of supported processors (RIMS 2, Cl 3) — system mid term not interested in

dairy products improved for SDG target 2.3 & 10.2) and financing rural

on-farm and off-farm dairy = % increase in sales of dairy products -% 10% 20% Completion activities (R)

processing (Leben, Babne, Cheese) (RIMS2, CI Various dairy value

2.1.2) chain actors are

willing to
participate in the

Outputs: = # of processors and cooperatives 300 1580 Project Quarterly M&E officer programme (A)

2.1 technical knowledge trained in dairy processing and - Monitoring Government

and managerial capacities marketing (RIMS2, CI 2.1.3) reports enforcement of

of dairy processors are = # of units accessing renewable energy - 200 500 quality control of

improved (RIMS 2, CI 3.1.3) imported dairy

2.2 Improved access to = #of persons/households reporting using - 1000 2000 products (A)

finance rural financial services (RIMS 2, CI -

2.3 stakeholder platform 2.3.1)

for inclusive policy = # of representatives of small producers 70 70

dialogue is supported.

and processors in platform (RIMS2, CI
P2)

Xi
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Strategic context and rationale

A. Country and rural development context

Country context

1.

Lebanon is a small upper middle-income open country with a population of 4.5 million people
in 2015, not taking into account the approximate 1.5 million Syrian refugees and
450,000 Palestinian refugees residing in the country. Real gross domestic product (GDP)
growth for 2016 was estimated at 1.8%, reflecting the impact of regional turmoil (World Bank
2016). While real GDP grew by an estimated 4.8% on average from 1993 to 2015, falling
growth since 2011 and the large fiscal burden associated with Syrian refugees’ access to
public services and infrastructure have pushed the debt-to-GDP ratio higher (around 140% as
of end-2015), resulting in a marked deterioration of the country’'s macroeconomic
environment. Fiscally, the overall fiscal deficit widened in 2015 to reach 8.2% of GDP. The fall
in revenues reflected the absence of one-off measures that boosted revenues in 2014 (e.qg.
payment of telecom arrears). Nonetheless, the government was able to register a primary
surplus in 2015 amounting to 1.3% of GDP. On the external account, a broad contraction in
imports is estimated to have induced an 8.5 pp of GDP narrowing of the current account
deficit, which nevertheless remained elevated at 17.3% of GDP. Meanwhile, the growth
outlook remains subdued given the ongoing conflict in Syria. The World Bank projects real
growth between 2 to 2.5 yearly over the medium term (World Bank 2016).

Syrian Refugees Context

2.

According to the Ministry of Social Affairs and UNHCR, the Syrian refugees are concentrated
in specific pockets: 87% persons displaced from Syria and 67% deprived Lebanese live in
251 cadasters out of a total of 1,653 cadasters in the country. Nearly 95% of Syrians are food
insecure, 71% are living below the minimum poverty line of USD 2.4 dollars per day and 41%
have inadequate shelter. Ninety-one percent of households have an average debt of
USD 857. Obtaining residency permits are becoming increasingly costly, complex and time
consuming for Syrian refugees. Sixty percent of Syrians over the age of 15 do not have
residency permits which restricts mobilty and employment. Syrian households are
characterized by high dependency ratios (97.4) and there is an inordinate number of female-
headed households. For nearly every indicator of vulnerability, including food insecurity,
female-headed households fared worse than their male counterparts.

Underemployment is widespread among refugees and the Syrian conflict has also
exacerbated the labor market situation. Since the refugee influx, the labor force in Lebanon
increased by as much as 35% (UNHCR, Ministry of Social Affairs, Various Situation Reports,
2016). Almost all Syrian refugees are working informally, with agriculture employing 22% of
them.

The Syria conflict has also exacerbated the labor market situation. Since the refugee influx,
the labor force in Lebanon increased by as much as 35% (UNHCR, Ministry of Social Affairs,
Various Situation Reports, 2016). Almost all Syrian refugees are working informally, with
agriculture employing 9.1% of them.

From a legal perspective, Syrian refugees are not allowed to keep livestock but it is estimated
that between 200,000 to 300,000 small ruminants have entered Lebanon. On the other hand,
the Ministry of Labor has allowed the Syrians refugees to work in 3 sectors after obtaining
work permits, including agriculture. Syrians have historically played an important role in
Lebanon's agricultural sector, both as an export market and supply of competitive farm labors.
HALEPP will build on these 'pre-crisis’ dynamics. Currently, the majority of the workforce on
dairy farms production units in Lebanon is constituted by Syrian refugees where most of the
potential for skills enhancement in flock management and mils handling lies. Thirdly, Syrian
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refugees are also employed in medium and large size processing units, for the large part as
unqualified workers.

In its efforts to cope with the Syrian crisis situation, the Ministry of Social Affairs launched the
National Poverty Targeting Programme (NPTP) in 2011. The development objective of NPTP
for Lebanon is to expand the coverage and enhance the social assistance package of the
NPTP to Lebanese affected by the Syrian crisis and all Lebanese households under the
extreme poverty line. Recently, the Lebanon Crisis Response Plan was launched in 2015 as a
strategic framework to allow the Government of Lebanon (GoL) and national and international
partners to come together to deliver integrated and mutually reinforcing humanitarian and
stabilization interventions. Interventions in the LCRP are aligned to national policies and
strategies, and seek to complement and build on other international assistance in the country.
LCRP is organized along 7 strategic sectors, including one on food security; MoA, FAO and
WFP lead the Food Security sector.

FARMS Facility Context

7.

Like many other UN agencies and donors, IFAD joined the international community in helping
the countries affected by the Syrian crisis to cope with the situation. Accordingly, and in
recognising the rural dimension of the crisis, IFAD has established a Facility for Refugees,
Migrants, Forced Displacement and Rural Stability, or FARMS. The goal of the facility is to
ensure that poor rural people overcome poverty through remunerative, sustainable and
resilient livelihoods. In host areas, livelihoods for both the host communities and the displaced
peoples will be generated.

Agricultural Sector Context

8.

10.

11.

Lebanon has a Mediterranean climate with relatively high winter rainfall (875 mm to 620 mm
average from the coast to Central Begaa). Agriculture is characterised by very small
landholdings with 90% of all farms between 0.1 and 4 ha and an average farm size of less
than 1.5 ha, limiting the scope for full-time employment of farmers.

Several technical and social challenges confront the agricultural sector, mainly: low
agricultural productivity, high production cost, poor organization of farmers into cooperatives
and associations, vulnerable groups prone to poverty, especially youth and women; youth
unemployment. The refugees crisis has led to the breakdown of cross-border animal disease
control resulting in up to 300,000 animals crossing into Lebanon, introducing several
Transboundary Animal Diseases (TADs: PPR, FMD, LSD) and higher expenditures in terms of
vaccination for the public Lebanese veterinary services.

Current agricultural development is governed by MoA Strategy for 2015 — 2019. The Strategy
aims to develop institutional capacities and increase MOA preparedness to overcome
challenges in the agricultural sector through partnerships and collaboration among relevant
stakeholders. It defines eight courses of action: (i) improve food safety and quality of locally
produced and imported products; (ii) increase productivity and competitiveness of Lebanese
agricultural products; (iii) improve good governance and sustainable use of resources;
(vi) strengthen agricultural extension and education; (v) strengthen agricultural research and
laboratories; (vi) develop the cooperative sector and mutual funds; (vii) develop MoA
capacities; and (viii) reduce impacts of climate change. The Strategy identifies targets
including increasing share of agriculture to 6% of GDP from the existing 4%, reducing current
agriculture trade deficit by 15% points, increasing value of agricultural production by 30%
points, in addition to increasing public spending in the sector, raising farm household income
and creating jobs in agriculture.

The need for improving the competitiveness of the smallholder dairy sector, for enhancing
quality and food safety of local dairy products, and to reinforce the role of dairy cooperatives
is clearly outlined in the MOA strategy.
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Shortage of staff in government agencies, especially in the Ministry of Agriculture, is an
impediment to improving the productivity of the agricultural sector. Many MoA field positions
are vacant, so that existing staff are spread too thin and cannot effectively deliver services,
particularly pro-poor extension.

General Directorate of Cooperatives (GDC). The GDC is responsible for the cooperative
movement affairs in the country. There are 1290 registered cooperatives with around
900 inactive ones. The cooperative movement is characterized by a decrease in the
percentage of farmers’ enrolment into cooperatives (because of lack of motivation), as well as
a decrease in the number of young members. The directorate has recently embarked upon a
review process which is aiming at deregistering the non-operational cooperatives. Many
cooperatives are registered with a wide range of purposes, and it is therefore difficult to know
how many are focusing on the dairy sector. The staffing capacity at the GDC is very weak with
an estimated vacancy rate of around 75% including support staff. This shortage in staff results
in an inability to cover effectively the entire country.

Directorate of Animal Resources (DAR). DAR is placed under the authority of the
Directorate General of Agriculture. It is in charge of the technical aspects related to animal
production, including diseases control, imports control, extension, and regulation. Under the
umbrella of the DAR there is a number of departments: Department for Animal Health (DAH),
Department for Livestock Production and Breeding (DLPB), Department for Economics,
Livestock Processing and Marketing (DELPM), and Department of Export and Import Control
and Veterinary Quarantine (DEICVQ). Within the overall weak capacity of the MoA, the DAR
seems to be better equipped than other directorates.

Extension and Agricultural Education Service. Public extension services in Lebanon are
provided by the Extension Department, a subdivision of the Extension and Agricultural
Education Division located within the Directorate of Studies and Coordination within the
Ministry of Agriculture. The Extension Department gets its budget, usually very little, from the
Ministry. However, it manages to get supplemental funding now and then from donors when
they need extension support for their projects or programs. The Extension Department,
suffering from the shortage of staff, usually outsources specific extension tasks to universities
and non-public actors. There are significant extension work done by private vets, paravets
and NGOs.

Dairy Sector Context

16.

17.

18.

Livestock production relies on cattle (77,000 heads in total, 10,400 farms, average seven
heads/holding), sheep (350,000 heads in total, 4,100 farms, 85 heads/holding) and goats
(450,000 heads in total, 5,850 farms, 75 heads/ holding). Cattle are reared for milk mainly,
goats for both purposes and sheep mainly for meat.

The demand for local dairy products in Lebanon is high, with a level of consumption per
capita of 114 litres (FAO, 2013), comparable to other countries in the region. This high level of
consumption per capita indicates that contribution of the dairy sector to nutrition is significant.
. This demand has been boosted by the influx of refugees from Syria, where consumption of
dairy products, especially traditionally processed, is part of consumption habits. In urban
areas, consumption patterns are more oriented towards industrial processed products such as
UHT milk and imported cheese, when rural areas consume more traditionally processed
products. Market niches for cottage style products with high added value such as organic, fair
trade or designation of origin labelled products are also emerging.

The local milk production (390,000t per year) is not in position to satisfy this high
demand, both in terms of quantity and quality expectations. The country, therefore,
imports around half of its consumption (356,000 m equivalent per year). Imports amount to an
annual value of USD 348 million and are composed mostly of cheese (more than half of the
value of imports), as well as milk powder and butter (respectively 30% and 10% of the imports
total value).
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19.

20.

21.

22.

23.

Cow milk represents the largest share of milk production (95%) and goat and sheep
milk represent respectively 3% and 2% of the total production. Goat and sheep milk
production are seasonal (November to June) unlike cow milk production which is permanent.

The installed processing capacity of the industrial sector in the country is around 160,000 t
per year, but it is largely underused (60,000 tons processed per year, equivalent to 38% of
capacity), mainly because of the growing competition of imported products and declining milk
price on the global market. However, the largest part of the national production (300,000 t
- 80% of the production) is marketed through the informal and semi artisanal small
scale processing sector, without being directly affected by strong competition from
imported powder milk used by the six Lebanese large processors.

Dairy cattle production systems vary in size, with smallholder systems owning two to nine
cows, medium size units with 10 to 30 animals, but also large and modern units integrated to
industrial processing units. All are however quite intensified, with use of improved exotic
breeds (Friesian mainly), raised in zero grazing with substantial level of consumption of
concentrates. Forages and concentrates are usually not produced on the farm, resulting in
high feeding costs.

Small ruminants also produce milk, even if the main purpose of small ruminants rearing
remains meat. Extensive pastoral systems are dominant, but zero grazing intensive systems
can also be found, especially for goats. The quantities produced by small ruminants are lower
than cow milk, (around 20 000 t/year), and the production is very seasonal. It is mostly
processed in semi artisanal units. Some farmers keep both dairy cattle and small ruminants,
but they are not the majority (around 10-20%).

The dairy sector suffers from several problems, including: inadequate animal feeding, weak
animal health system; small and fragmented farms; inadequate shelters, high incidence of on-
farm disease resulting in antibiotic- and penicillin tainted milk which in turn results in loss of
revenue, unhygienic production of household artisanal cheeses, decreasing area and
productivity of pastures; low animal yields, and insufficient capacity for product, collection and
processing.

Rural Poverty

24.

25.

26.

There is no new national data on poverty in Lebanon. The most recent poverty study and the
most commonly used one for a poverty profile of Lebanon, is the 2007 national report,
‘Poverty, Growth and Income Distribution in Lebanon, prepared by the UNDP and Ministry of
Social Affairs. This study established a lower poverty line of USD 2.40/person/day and an
upper poverty line of USD 4/person/day. Using these poverty lines, 28.6% of Lebanese
households were found to be poor and of these, 8% were considered extremely poor or below
the lower poverty line. Currently, the Ministry of Social Affairs claims that the highest poverty
count is observed in Mount Lebanon, North Lebanon and Bekaa which account for about 77%
of all poor people in the country. The regions with the lowest counts of poor people are Beirut
and Nabatieh.

Rural Poverty: In 2014, 12% of Lebanon’s population was estimated to be rural. The rural
population accounts for an estimated 20-25 per cent of the active population. Poverty is
prevalent in the mainly rural provinces of Akkar, North and South Lebanon and Baalbek-
Hermel. The rural poor are mainly smallholder farmers, including livestock herders, wage
labourers, fishers, and women who are heads of households. Compared to Lebanon’s
overall poverty rate of 8%, more than 20% of households engaged in agriculture fall
below the low poverty line (Ministry of Social Affairs).

Women and Rural Poverty. Agriculture employs 7.2% of the total workforce and 4.6% of the
women's workforce while employing 10% of active men. It does not capture unpaid work.
Rural women constitute 34% of the total family workforce in agriculture as unpaid labour and
work a 14-hour day. Their responsibilities include planting, weeding, harvesting, food
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processing, livestock rearing and selling. They produce mostly staple crops for household and
small-scale cash crops. They work manually and with rudimentary equipment, collect wood for
energy and nearly 40% of remote rural villages require women to fetch water. Women are
hired for seasonal agricultural work during harvest time with low salaries. Similarly, Syrian
refugees women headed households are significantly more vulnerable. Although less present
in the labor force than their male counterpart, they are more involved in agriculture,
representing almost 50% of the workforce (49%) and services (40%) while men were mostly
involved in construction (37%).Women also struggle to assert rights to inherit land. Their
involvement in agriculture appears to be decreasing.

B. Rationale

27.

28.

29.

30.

31.

32.

33.

Smallholder dairy farms tend to be characterized by low productivity and poor animal health
and hygiene. This can be attributed partly to ignorance of best husbandry practices, partly to
deficiencies in equipment, partly to inadequate services, and partly to poor animal nutrition.
Inbreeding could also be a problem for smallholder farmers who have their own bull. All these
factors affect the average annual milk yield.

The price of fresh milk hovers around the break-even point of USD 0.70/kg for smallholder
farmers with milk yields between 10 and 20 kg/cow/day, while the costs of production have
been increasing (absorbing up to 70% of production cost) and milk quality deteriorating.

Home-based artisanal processing is common in project area where the milk is sold
pasteurized, or in the form of laban, labneh, or fresh white cheese. Processing is usually done
at on-farm with marginal production costs, or in small off-arm units that aggregate the milk of a
handful of smallholder farmers. Processing is basic and hygiene is not always adequate, but
could be easily improved with simple technologies to enhance the performance of such units,
as well as the quality and safety of the products. These small scale processing units are
linked to the traditional market in rural areas, but could also easily link to high added value
niche markets in urban centers.

The IFAD Country Strategy Note for Lebanon (October 2016) identified the following two
strategic objectives for IFAD short term engagement: (i) SO1: increase opportunities and
improve living conditions for communities depending on dairy livestock through improved
production, capacity development, access to veterinary services, and policy dialogue, and
(i) SO2: support rural enterprise development for dairy processing through SMEs and CBOs
including cooperatives, producers’ associations as well as private sector entities.

On this basis, the short-term engagement of IFAD in Lebanon includes contributions to:
(i) assisting the GoL in strengthening the livestock sector; (i) supporting rural communities
hosting Syrian refugees by promoting initiatives that generate income and employment
opportunities; and (iii) triggering grant resources upon request by GoL to urgently respond to
the influx of refugees into the region.

The above mentioned priorities in the MoA strategy match the priorities of IFAD’s Strategic
Framework (2016-2025) as well as IFAD strategic partnership with Lebanon. Both frameworks
relate to “supporting smallholder agriculture and rural development programmes, thus building
the capacity, productivity and market participation of poor rural people”.

Theory of change: There is strong demand for good quality dairy products obtained
through small scale processing of fresh milk. Consumers are willing to pay a quality
premium price. Currently small dairy producers are not able to penetrate this rewarding
market. They not only pay a high price for animal feed but also produce and process low
quality milk and dairy products (lebneh, laban and cheese). Reducing animal feed cost and
improving animal health together with higher productivity per head and adding value to
good quality raw milk through hygienic processing would sustainably increase
smallholder dairy producers and processors income and enhance food security at the
household level and country wide. Only then would the Lebanon dairy sector become far
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more profitable at the smallholder level and lift smallholder dairy farmers and smallholder
processors out of poverty. The same theory of change would apply to the Syrian refugees
engaged in dairy production and on-farm processing, being it now as refugees in Lebanon or
eventually upon their return to Syria.

II. Project description

A. Project area and target group
Target Groups

34.

35.

36.

37.

The project would target smallholder dairy farmers, on-farm and off-farm smallholder and
medium dairy processors, and young unemployed Lebanese in host communities affected by
the Syrian crisis and young Syrian unemployed labourers. Rural women, by virtue of their
important role in dairy production and processing would be included in all project activities.
The poverty profile of the target group is presented below and further detailed in Annex 2.

Poor smallholder dairy cattle farmers. These farmers can own up to 7 milking cows with
the entire herd comprising around 10 heads of cattle. Household size can range from 4 to
12 members. Education levels vary but are likely to be up to intermediate or below. The
project would be targeting both the vulnerable famers with 2 milking cows operating at
subsistence level with marginal surplus and those with higher productive potential who have 3
to 7 milking cows but are primarily dependent on income from livestock. These farmers may
be landless, owning only their house and a small area around it, they may access some land
for cultivation or own a few donums. Some farmers grow fodder for their cattle but the vast
majority is landless and purchases fodder.

Poor smallholder semi-extensive farmers with small ruminants. These smallholder
farmers would primarily be semi-extensive farmers owning up to a herd of 200 goats and
sheep. These herders may be landless or have a few donums, owned or rented, for
production of some vegetables. During the annual grazing period (April to October). herders
traditionally migrate setting up temporary settlements to graze their herds at higher altitudes.
Local herders are sedentary, returning to their villages each night after grazing. Following the
end of this grazing period, both Bedouin and local herders winter their animals in lower
altitudes providing feed bought from input suppliers. Semi-extensive producers usually seek
treatment for their animals in winter. The prime milking season for goats is from March to
August, and sheep from March to late June. (NB: a small proportion of dairy farmers, between
10 and 20%, own both cattle and small ruminants, especially in the South, but the majority are
specie specific).

On-farm and off-farm small scale to medium processors. Laban, labneh and other
cheeses are produced in the rural areas at home and in small to medium processing units
owned by individuals or cooperatives. Home based artisanal processing is common in rural
areas. Women are the processors, primarily, but men can be involved. Milk, produced at the
farm or collected from neighbours is processed using basic utensils and procedures with
variable levels of hygiene. The produce is used for home consumption, sold at the farm-gate,
to neighbours and local shops. The small scale to medium processing units included in the
projects target group process up to five tonnes of milk per day. They employ from two to
seven women and men. Some small-scale units are run by cooperatives, especially women’s
cooperatives, supported by donor projects through provision of equipment and training. These
units may collect milk from their own farms, buy directly from other farmers or from a hallab
(middleman). In addition to cow milk, they may, seasonally, process goat/sheep milk. In direct
collection, there is a tendency to collect milk from farmers with larger herds of over 10 cows.
Some processors do collect milk from farmers with smaller herds but may pay a lower price to
defray the transportation costs.
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38.

39.

Syrian Refugees. These households are living below the poverty line, with high dependency
ratios, in inadequate shelters and experiencing high rates of unemployment. A high
percentage of households are women-headed. Coping strategies include reducing health and
food expenditures (relying on cheaper foods, restricting adult’s consumption, missing meals
etc.), selling productive assets and household goods. One of the most significant challenges
that these households are facing is lack of residency permits which restricts mobility and
opportunities to earn a living. HALEPP would target women and men Syrian refugees who
own livestock, labourers in agriculture and unemployed youth. The small ruminant farmers
would benefit from the project through participation in extension to secure their productive
assets and improve profitability. Households involved in agriculture would benefit from
employment generated from agro processing and marketing activities. Unemployed women
and men as well as youth would benefit from short-term trainings in animal production and
dairy processing and other agriculture activities.

Youth. Youth in rural areas are inevitably involved in agriculture and livestock in so far as their
families are engaged in these activities and off-farm employment opportunities are limited.
Only 12% of cattle farmers are under 35 years, indicating that youth are moving out of
agriculture. The project would engage with youth by prioritizing them in the extension and
training activities for famers, and in capacity building of small processors. The project would
also train young women community-based facilitators to support home-based processors as
well as 500 young Lebanese in hosting communities and Syrian willing to build their
vocational skills for employment in agriculture, agro-processing and rural infrastructure.

Poverty Targeting and Gender Strategy

40.

41.

42.

Poverty targeting approach. HALEPP would have a strong poverty, vulnerability and gender
focus. The project would largely focus on the Lebanese communities who are among
the poorest and the most affected by the influx of Syrian refugees as well as Syrian
refugees by implementing its interventions in the 251 poorest cadasters (as per
Ministry of Social Affairs classification) out of a total of 1,653 cadasters in the country.
The 251 cadastres are home to 67% of the most deprived Lebanese and 87% of
Syrians. The project would further sharpen its poverty focus by conducting a targeting
exercise in these areas using poverty criteria in addition to the number of livestock owned to
rank the target group for the different project activities, in an objective and transparent
manner. The project would be implemented in a manner that would be sensitive to the
constraints of rural women and youth and would encourage their participation. In some
interventions, such as surveillance of animals for disease, the project would have an inclusive
approach. The project would also engage with business entrepreneurs and private sector
(feed suppliers, private vets, etc.) where such an engagement would promote access to
markets and increased incomes or services for the smallholder farmers.

Geographical targeting. HALEPP would be national in scope and cover seven governorates
in Lebanon: Mount Lebanon, North Lebanon, Akkar, Bekaa, Baalbek-Hermel, Nabatieh and
South Lebanon. HALEPP would ensure a balanced and equitable approach in the
distribution of intervention villages and eligible beneficiaries among the 7 Governorates.
Within the governorates, the following criteria would be used to select areas of intervention:
(i) area should fall in the 251 most vulnerable cadasters; (ii) high dependency of the rural poor
on livestock for livelihoods; (iii) interest of smallholder farmers and municipalities in project
activities; and (iv) potential for developing linkages to market.

Self-selection. The project interventions for livestock farmers would principally be attractive
for small-holders of livestock who have challenges with feeding their animals, limited
knowledge of animal management practices and resource constraints. Similarly, short courses
in animal production or processing would only be attractive for home-based processors and
mostly unemployed men, women and youth, both among Lebanese and Syrian refugees.
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43.

44,

Direct targeting. The project would target about: (i) 2,400 smallholder cattle farmers and
1,600 small ruminant farmers (it is estimated that this would constitute nearly 30% of all
farmers owning up to 10 cows and 21% of all small ruminant farmers with herds up to
200 heads; a small proportion of these farmers (10 to 20%) may own both cattle and small
ruminants; in this case, they will be targeted according to their primary production, to avoid
double accounting, but they will benefit from project support for both production; (ii) 1,500
smallholder on-farm processors; (iii) 80 small to medium off-farm processors; and
(v) 500 young Lebanese in host communities affected by the Syrian crisis and Syrian
refugees, seeking employment in agriculture and agro-processing and rural infrastructure. In
all the project interventions, there would be a strong focus on women who represent a specific
target for IFAD, due to their traditional relevance in livestock production, their growing social
and economic responsibility, and their vulnerable position in societies. The project would aim
to target up to 30% Syrian refugees while up to 50% of young trainees for job creation would
be Syrians.

The gender strategy of the project would be based on lessons from IFAD funded projects
effective in the inclusion of women and the experience of projects in the livestock sector
regarding interventions that can increase women’s productivity and incomes, enhance their
decision-making and control over productive assets and lead to their empowerment. The
empowerment of women would be ensured through the following strategy: (i) targets would be
set for women’s participation in all key activities with women and women-headed households
receiving priority; (ii) the gender and targeting strategy would be reviewed yearly by the PD
and partners; (iii) the terms of reference for staff and technical experts would include
responsibilities for following the gender strategy of the project; (iv) the project would be
sensitive to arrangements required to enable women to participate — such as organizing
women only extension programmes in areas where there are restrictions on mixed gatherings,
arranging training at village or municipality level to accommodate women'’s time constraints or
providing transport allowance; (v) the monitoring and evaluation framework would include
qualitative and quantitative indicators disaggregated by sex to track the project’'s performance
in promoting women’s empowerment in terms of their capacity-building and benefits; (vi) the
PD would be encouraged to maintain a gender balance in staffing, with women comprising at
least 30 per cent of the staff; (vii) a Gender and Community Mobilization Officer would be
combined with the M&E at the PD (viii) organizations recruited for assisting in implementation
of project activities would be required to have a demonstrated ability to work with women;
(ix) women would be included in the annual stakeholder forums, the project would ensure the
inclusion of women as livestock farmers and processors both as participants and speakers
with the forum structured to ensure that they have space to voice their views and opinions;
(x) any studies undertaken by the project would address gender issues and disaggregate data
collection, analysis and findings by gender; and (xi) a poverty and gender specialist would be
included in the yearly supervision missions, Mid-Term Review and Project Completion
Mission.

B. Development objective and impact indicators

45,

46.

The overall goal of the project is to contribute to the reduction of rural poverty of resource-
poor Lebanese rural households including Lebanese host communities affected by the Syrian
crisis and Syrian refugees living in these areas.

The development objectives are (i) to increase the income of smallholder dairy producers and
processors, and (ii) increase employment opportunities of young Lebanese in communities
affected by the Syrian crisis and young Syrian refugees living in these communities.
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C. Outcomes/Components

Outcomes

47.

Five development outcomes and associated outputs are expected: (i) enhanced smallholder
dairy farming productivity and supply of good quality milk; (ii) enhanced organizational
capacity and enterprise skills of dairy cooperatives; (iii) expansion and improved utilization of
milk collection and processing infrastructure; (iv) enhanced access to finance for smallholder
dairy producers and processors; and (v) enhanced policy and institutional environment for
development of the smallholder dairy industry.

Components
Component 1: enhancing competitiveness of smallholder dairy producers

48.

The expected outcome of this component is to enhance smallholder dairy farming productivity
and supply of quality milk; this will be achieved through outputs delivered under two activities.

i. improving capacities of targeted smallholder dairy farmers; and

ii. Improving animal management and productivity of cattle dairy herds and small
ruminants’ flocks in the project area.

Background and Rationale

49.

50.

51.

52.

Dairy cattle production systems. The Lebanese dairy herd is entirely composed of exotic
animals which are raised in zero grazing intensive system. However, 3 main types of
production systems can be found: (i) the most prevailing system is the smallholder system,
semi-intensive, with 1 to 9 cows, producing an average of 3,750 litres per cow per lactation; in
this system, cattle production is often associated with other sources of livelihoods, and
marketing of milk mostly follows short and informal channels; this system is found mostly in
the Northern and Southern part of the Country, and in Mount Lebanon; (ii) the medium size
intensive system (10 to 40 animals) is found mostly in the Bekka and Baalbek; its productivity
is high and the milk is most of the time sold to the industrial processing sector; and (iii) large
industrial farms, of several hundred cows, integrated with large processing plants who wanted
to secure their production and control their quality. There is very little seasonality of
production, due to the feeding system which is mostly based on conserved fodder and
concentrate. The smallholder system is the one where the potential for progress in terms of
productivity and milk quality is the highest.

Small ruminant’s production systems: Small ruminant production in Lebanon is mostly
focused on meat production. Milk production from sheep and goats is much more seasonal
than from dairy cattle. Although small ruminants flocks are generally mixed, sheep flocks are
composed of Awassi sheep producing an average of around 72 liters of milk per year per 150-
day lactation period to which about 20 kg taken by the lamb must be added and goat flocks
are composed primarily of “Baladi” and Chami breeds (and their crossing), which produce
75 litres of milk per year over 180-day lactation period. There are three recognized production
systems: Sedentary farming, Semi-nomadic farming, and Transhumant farming (the detailed
description of these systems is presented in Annex 4).

Mixed production systems. A minority of farmers (10 to 20% in both categories) may raise
both small ruminants and cattle. However, animals are kept separately and interactions
between the two productions are minimal.

Animal feeding. Animal feeding is the main hinder to the competitiveness of the sector,
especially for smallholder producers. The cost of feeding in dairy cattle represents 80 to 90%
of the production cost, and 60 to 80% of the milk farm gate price, slightly less for small
ruminants. This is mainly due to the fact that, because of the scarcity of agricultural land, most
of the animal feed is imported, including part of the fodder. Dairy production in smallholder
systems is based on the use of “Teben” (chopped wheat straw), which has a negligible
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53.

54.

55.

nutritional value, and which has to be complemented by very high quantities of concentrate
feed (e.g. barley, maize, soya cake etc.) to cope with the production levels. Unbalanced feed
diet directly affects rumination which cannot take place properly because of lack of “long”
fibres, causing metabolic diseases, rumen chronic acidosis, low milk fat content and low
fertility. Surprisingly, very good quality forages (alfalfa hay and maize silage) are available on
the market, in sufficient quantities and at reasonable price considering their nutritional
qualities. Their adoption by smallholders would allow a substantial decrease in the utilization
of concentrates, would increase the production, reduce the production cost, and result in
better production margin.

Reproduction and herd/flock management. Infertility can be very high in smallholder
systems, with inter-calving intervals frequently reaching 18 months. Cows are therefore
unproductive during a significant period of their life, which greatly affects the productivity, and
increases the production costs. This is likely to be caused by inadequate feeding practices
and excess of concentrate in the ration, but also problems of skills and capacities (lack of
basic knowledge on reproduction cycle, absence of herd management tools). Milking
practices are also not optimal in smallholder systems and cause milk quality issues, including
mastitis, that affect processing and marketing. This aspect could be improved by adopting
simple hygiene measures at the milking parlour, during handling and on-farm conservation of
the milk. The Artificial Insemination sector seems to be working fairly well, on a fully private
basis (semen and liquid nitrogen are available throughout the year). In small ruminants, high
rate of inbreeding and milk fed to lambs/kids for the meat market have a direct impact on dairy
production.

Animal health. Animal health is the second factor affecting productivity of dairy animals. For
cattle, FMD? is the main threat; Lebanon is engaged in the progressive pathway for control of
FMD established by the OIE? and FAO, and has reached stage 2 (out of 5 stages, the last one
being the eradication of the disease). LSD* was absent from the country and has probably
been imported with animals coming from Syria. Mastitis are of very high occurrence and
negatively affect the milk quality and quantity. It is mainly due to the poor hygiene practices at
the milking parlour in smallholder units. For small ruminants, PPR® also constitutes a
permanent threat, especially in the context of uncontrolled movement at the Syrian border,
because of its high mortality rate and its impact on livelihoods. The other production diseases
affecting small ruminants are mostly enterotoxaemia and pasteurellosis that lead to mortality
rates of lambs and kids of 25 to 40%. Vaccination is the mean of control for FMD, LSD, PPR
and enterotoxaemia.

The control of Transboundary Animal Diseases (TADs) is under the responsibility of the
National Veterinary Services. The veterinary services regularly undertake vaccination
campaigns, sometimes with the support of partners (FAO supported mass blanket vaccination
against FMD, LSD and PPR in 2013 and 2014). This is considered as a public good and is
thus provided free of charge for farmers. Public Veterinary Services being largely
understaffed, vaccination campaigns are organized using contracted private veterinarians and
technicians, in the scope of a “sanitary mandate® type arrangement. The main weakness in
the TADs control mechanisms remains the surveillance part: there is currently no functional
animal database and disease information system, no animal identification system, and
capacities of the unique veterinary laboratory are limited. This is a major hinder to the
effectiveness of disease control in the country.

% Foot and Mouth Disease.

% World Organization for Animal Health.

* Lumpy Skin Disease.

® Peste des Petits Ruminants (Small Ruminants’ Plague).

® The sanitary mandate is a PPP arrangement under which public veterinary services contract to selected private
veterinarians, services related to TADs control which are considered as public good.
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56.

57.

58.

Milking. Portable milking machines are commonly used to milk cows. Generally, farmers
purchase a milking machine as soon as they have to milk three or more milking cows. In
addition, most of these machines require maintenance and calibration. A well calibrated
milking machine will improve cow comfort to maximize milk production. The incorrect
pulsation ratio and level of vacuum, in addition to inefficient cleaning, contribute to increased
cases of mastitis within the herd that farmers frequently observe (20 to 30%). This in turn
affects milk yield and quality. Further to this, farmers that have two milking cows as well as
small ruminant farmers (sheep and goats), hand milk their animals. In both cases, simple
hygiene practices will enhance the milk quality.

Anti-microbial Resistance (AMR). Anti-microbial agents and in particular antibiotics are used
inadequately and residues of anti-microbial agents are found in milk and dairy products, which
affects processing, but also indubitably has an impact on public health and resistance to anti-
microbial agents.

Extension and capacity building of farmers. The public agricultural extension network is
composed of 31 Agricultural Centers (AC) established at sub-provincial level. These centers
are placed under the authority of the Extension and Education Service/Extension Department
of the MoA. Most of these centers suffer from recurrent lack of resources, in particular human
resources. The number of public extension agents, especially those specialized in Livestock
and dairy matters, is insufficient and does not allow the ACs to ensure a proper propagation of
technical innovations and knowhow at field level, especially for smallholder farmers who are
not able to pay for private extension services as it is often the case for better-off farmers.
Other constraints faced by these centers include lack of logistic means, and insufficient or
inadequate training and extension material. Many NGOs, on the other hand, have qualified
extension staff but their collaboration with AC is not optimal. This problem of availability of
extension services is exacerbated by the fact that the clear majority of smallholder farmers
have not followed any technical agricultural training and their technical knowledge about
dairying are mostly inherited from the family or neighbourhood. The technical capacity gap
seems to be the main reason affecting animal feeding practices, reproduction and milk quality.

Objective and Strategic Approach

59.

60.

In order to improve productivity of smallholder farmers and supply and quality milk, and
therefore achieve its outcome, the project will concentrate its efforts on three aspects:

i. Reduction of production costs: the feeding system generates excessive production
costs that affect the profit margin of smallholder and the health of animals; for dairy
cows, it is expected that, by using adequate rations with more quality fodder and less
concentrate, the production costs should decrease by 30% (Appendix 4 shows that, by
using an improved ration containing alfalfa hay and corn silage, instead of a traditional
ration with only teben and concentrate, the feeding cost is reduced from LBP 510 per
liter of milk, to LBP 350, that is to say by 30% - other benefits on health fertility and
longevity of animals are not part of this calculation).

ii. Improvement of productivity: for dairy cattle, better feeding associated with better
management of herds/flocks and reduced impact of animal diseases will result in better
productivity of animals. The milk productivity per cow is expected to increase by around
25 %. Increased productivity of small ruminants will be achieved mainly through a
reduced mortality in young animals through vaccination, systematic control of internal
parasites and better feed management, especially during the last phase of gestation
and early lactation. Milk production is expected to increase by 20% per lactation.

iii. Milk quality: better feeding and better hygiene during milking and handling of milk will
result in better milk hygiene, which will contribute to improved public health and will
facilitate marketing of the milk. Improved milk quality should ultimately result in higher
milk price as well.

To reduce production costs and improve productivity and quality of milk, the project will
concentrate its efforts on two types of activities, that have a significant leverage effect:

11
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61.

(i) improving the technical skills of smallholder farmers, in particular regarding feeding
practices, herd management, milk quality and animal health; and (ii) reducing the impact of
animal diseases on dairy animals, by improving the control of the major animal diseases.

The combination of these two type of activities should result in a substantial reduction of
production costs, increased milk productivity per animal head, and enhanced milk quality

Description of activities

A.

62.

63.

64.

65.

66.

Activity 1.1 - Improving capacities of smallholder farmers

Output. Technical knowledge and skills of smallholder dairy farmers are improved and
contribute to better herd/flock management practices

Extension. The project will build capacities of dairy farmers (Lebanese and Syrian refugees),
keeping cattle and/or small ruminants, through the provision of extension and advisory
services. Practical training and extension on dairy production will be delivered through the
31 Agricultural Centres (AC - formally known as Agriculture Extension Centers) of the Ministry
of Agriculture, to develop the capacities of smallholder dairy farmers. Training and extension
services will in some cases be delivered directly by the ACs, but could also be sub-contracted
to service providers, such as NGOs with experience and proven capacities in participatory
extension for smallholder farmers. Sub-contracting NGOs will be preferred in particular when
the AC does not have the capacities to deliver specific services, or for very specialized
services.

The project will strengthen the capacities of the Agricultural Extension Centres, through
provision of equipment and logistics (vehicles, for those that are not equipped yet,
computers), capacity building (training of extension staff on participatory extension
methodologies, or technical issues related to dairy production, such as animal feeding or
preventive health), extension and training material (production of manuals, brochures, leaflets
and posters). For those facing shortage of specialized staff, their human resources could be
strengthened through recruitment of permanent or temporary staff on contract basis and
thereby generate jobs for young specialists and extension agents. An assessment and
mapping of ACs will be conducted during the first year of the project to get a clearer
understanding of the constraints they face to fulfill their mission and identify their needs.
Finally, a budget will be attributed to each Agricultural Extension Centre to apply and
showcase technical innovations.

Extension, either by ACs or by service providers, will follow participatory methods, peer
learning approaches, and be based on on-farm demonstration and trials to enable farmers to
witness the impact of innovations and their feasibility. The project will bring together groups of
men and women farmers to engage in an innovative process of hands-on field-based learning
over a season/production cycle. The approach followed will aim at strengthening farmers’
skills and knowledge for critical analysis, to test and validate new practices to make informed
decisions on field management. It will also aim at enhancing group cohesion of participants to
better work as a group and build the potential basis for more sustainable economic interest
groups (milk collecting groups or cooperatives for instance).

Extension and advisory services will cover technical, managerial and financial issues. Training
and extension for smallholder cattle dairy farmers and small ruminant farmers could be
distinct. For cattle dairy production, training and extension will target a large range of subjects
including but not limited to: (i) animal nutrition and use of quality fodder to reduce production
costs (this will be the primary focus of all extension activities); (i) milk handling and hygiene,
including control of mastitis and prudent use of antibiotics to control residues and prevent anti-
microbial resistance (AMR); and (iii) husbandry practices and management of reproduction
cycle. For small ruminants, the issue of animal health and prevention of production diseases
such as enterotoxaemia, pasteurellosis, and internal parasites, will be one of the priority
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67.

68.

B.

69.

70.

topics. The extension package will also address other subjects such as contribution of dairy
products to human nutrition, household economy, and gender. During the group discussions,
a specific attention will be given to discuss the benefits of producers’ groups including
cooperatives and the opportunities offered by the project to develop climate-smart
investments. A separate extension module on forage production will be developed and
administrated to both farmers who own land and wish to produce their own fodder, and
farmers who don’t belong to the primary target group because but wish to produce fodder on
a commercial basis.

Smallholder dairy farmers will constitute the priority target group for extension activities.
However, considering the crucial role of farm assistants in the management of dairy farms,
and their skill deficit on technical issues such as animal feeding, milking hygiene or
management of reproduction, they will be involved in extension activities too. Specific
modalities will be established to enable farm assistants to attend group sessions and
overcome reluctance of their employers to release them from work to attend for training
sessions.

Technical and Vocational Educational Training (TVET). In order to build capacities of
youth, local or refugees, in the dairy value chain, the project will build synergies with the
project “Upgrading the Technical Agriculture Education System in Lebanon”, funded by the
Dutch Government and implemented by FAO. HALEPP will select in collaboration with the
FAO project the participants in the training programme among HALEPP target groups, and
provide support to the FAO project for the development of specialized curricula for dairy
production and processing, to ensure their alignment with project priorities. The HALEPP PD
will be supporting FAO project financially and technically to attain the target and impact
planned under this activity.

Activity 1.2: Improving the animal health status of the dairy herd and flock

The influx of livestock (mostly small ruminants) entering Lebanon with Syrian refugees has
created an additional logistic and budgetary burden on national veterinary services, for
surveillance and control of animal diseases, in particular Transboundary Animal Diseases
(TADs) which have the potential to rapidly spread over borders. The project will support the
Veterinary services to cope with this additional burden. Specifically, the project will support the
implementation of disease control programmes against three major TADs which are (i) FMD
(for all ruminants); (ii) LSD (for cattle); and (iii) PPR (for small ruminants).

The support provided by the project will have a national coverage and will focus on 5 sub-
activities:

i. Revamping the National Animal Disease Surveillance System (NADSS), an integrated
surveillance system and animal health database which has been established in the past
with the support of FAO but is outdated and not operational because of a lack of
funding: the project will provide equipment (server and computers), facilitate the
revamping and upgrading of the software and make it more user friendly, powerful, and
compatible with international standards and systems7. The project will also support the
training of users at central and regional levels on the use of the system, and facilitate
the maintenance of the system and data entry through a PPP arrangement (recruitment
of a private service provider for data entry), in the absence of dedicated trained staff at
the Ministry;

ii. Supporting identification of dairy cattle (creation of database and ear tagging) to
facilitate surveillance and traceability (identification of small ruminants is not foreseen at
this stage under this project, because of its costs and implementation challenges);

iii. Providing laboratory kits for active and passive surveillance of the three targeted TADs;

” National Animal Disease Information and Surveillance Systems need to be compliant the World Animal Health Information
System (WAHIS), managed by the OIE, in order to comply with transparency requirements of the WTO SPS agreement.
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71.

72.

iv. Supporting logistics for surveillance, vaccination and monitoring activities: the project
will purchase cars for vaccination and surveillance activities, as well as a central server
and computers for the information system; and

V. Supporting PPP arrangement for disease control (vaccination and surveillance): the
project will support contracting private veterinarians and para-veterinarians in the scope
of formal “sanitary mandate” agreements, to cope with the problem of understaffing of
public veterinary services.

The cost of purchasing vaccines will be supported by Ministry of Agriculture. Vaccination
against TADs and identification of cattle is considered as a public good and will be provided
for free. This support will be complementary with the institutional and capacity support
provided in the scope of the EU funded “twinning” project, which will facilitate twinning and
transfer of competences between the National Veterinary Services (VS) of an EU Member
State (to be selected) and the Lebanese VS.

All the above systems/tools will be owned by the Animal Health Department of the MOA which
by HALEPP completion would have its capacity developed to manage and maintain these
systems/tools and as needed coordinate and align further technical and financial support with
interested development partners.

Implementation arrangements

73.

The activities under this component will be implemented through the following arrangements:

i. Training and extension services will be either delivered directly by the ACs, or sub-
contracted to service providers, with experience and proven capacities in participatory
extension for smallholder farmers. These service providers will be recruited through a
competitive process (call for proposals), and will work under the joint supervision and
control of the Extension and Education Service and of the Directorate of Animal
Resources of the MoA, which will ensure quality control, coordination, and alignment
and compliance with policies and regulatory frameworks. As mentioned in Appendix 5,
several NGOs and AUB have been involved in extension delivery for a long period.
The animal feeding component, including fodder cultivation activities, will be
scientifically and technically coordinated by a mentoring organization that will be
responsible for the diffusion of technical innovation and will ensure the consistency and
quality of the extension package. The American University of Beirut, and ICARDA,
could be contracted to play this role.

. Animal disease control will be implemented by the National Veterinary Services. In
addition, the Veterinary Authority will subcontract private veterinarians and technicians
to assist them in that task, in the scope of a “sanitary mandate” arrangement that the
project would also support. Private sub-contractors will also be selected through calls
for proposals.

Component 2: Improving small-scale value addition and access to market

74.

The expected outcome of this component is improved nutrition through increased
consumption of dairy products, better quality dairy products at the household level,
strengthened and competitive small and mid-size dairy processors, and reduced post-harvest
losses of milk. This will be achieved mostly through training of producers and processors in
best practice. The outputs will be structured under two subcomponents.

Background and Rationale

75.

76.

The Dairy sector in Lebanon has a long tradition and history in dairy processing. Many
traditional products are produced and there is an unmet demand throughout the country. The
total milk produced in the country in 2014 was 391,800 tons per year (FAO statistics, 2014).

The demand for dairy products in Lebanon is high, with a level of consumption of 114 liters per
year and per capita (FAO, 2013). The national total demand has been boosted by the influx of
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77.

78.

79.

80.

81.

82.

83.

84.

85.

refugees from Syria, where the level of consumption of dairy products, especially traditionally
processed, is high.

In the country there are 276 dairy processing plants with different capacities (Table 1, in
Appendix 4). However, most of the produced milk is processed through the semi artisanal
small scale processing sector (Lebanese Dairy Board, 2016).

In spite of the support and services provided by past dairy improvement programs and
projects that include those of the FAO, IFAD, USAID, EU and others, processors are still
confronted with challenges associated with the quality of milk and its hygiene.

Milk collection, handling and transportation often lack adherence to basic hygienic rules. Milk
is cooled when it arrives at the processing units, but as far as smallholder are concerned, not
on-farm or during transportation. Several small ruminant farmers and a large proportion of
small-scale dairy cattle producers, especially in remote areas, process directly their milk into
yogurt and yogurt-based derivatives.

The main constraint faced by farmers are the low milk prices that vary from LBP 500 to 850
per kg and a few farmers achieve LBP 1,100 per kg. No price difference exists between small
ruminant and cow milk. In a few cases small ruminant milk is sold for LBP 1,100 or more.
However, milk prices are very much affected by the prices of imported milk powder which add
an additional pressure on producers to reduce their milk prices.

Dairy processing is one of the most important activities practiced in Lebanon. The main
products include Laban, Labneh, Shanklish, and different types of local cheese such as
Baladi, Akkawi and Halloum cheese. The obtained yields in processing varies depending of
the type of cheese (see Table 4 in Appendix 4). Moreover, prices at the processors gate varies
from place to place and also depends on reputation of the processors or producer. A list of
price variation is presented in Table 4 of Appendix 4.

Dairy processors are facing the problem of milk quality which affects the quality of the end
product and its characteristics. Inadequate hygiene procedures at milking and during
transportation are the inherent causes. The majority of household producers and small dairy
processors do not produce cheeses due to marketing opportunities or in some cases due to
knowledge gaps. On the other hand, mid-size producers are processing Baladi cheese to
respond to increased demand and to overcome the problem of antibiotic residues in yogurt
processing. Moreover, some cheeses are marketed without any adequate thermal treatment
exposing consumers to infectious and zoonotic diseases like Brucellosis. Many dairy units
need to improve their hygienic procedures and infrastructures to comply with basic
prerequisite standards. Additionally, many small processing units are operating without a
license or/and without obtaining health certificate.

Quality control of milk and dairy products. The current lack of quality control of raw milk
and dairy products at small and mid-size dairy processing unit is a major impediment to
growth of Lebanese dairy sector. There is a need to promote and regulate a marketing and
pricing system for quality milk that is based on fat content, physical attributes, bacteriological
and antibiotic residue analyses.

Marketing. Constraints on market access, such as weak infrastructure, lack of rural trade
networks and absence of market information, result in low prices and consumption-oriented
production. Links between producers, processors/traders will ensure continuous market
access, value addition and optimum prices.

The knowhow and capacity building. Producers and processors have adequate knowledge
in processing traditional dairy products. However, small producers and laborers in this sector
did not receive technical training on processing and they are not sufficiently exposed to
information on hygiene. The poor knowledge, technical issues and the lack of the basic
hygiene procedures in processing affect the product quality and quantity. Establishing different
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training modules including training of trainers (ToT) on hygienic milk handling and processing
is essential to supply the market with high quality and safe products.

Objective and strategic approach

86. The overall objective would be to increase the income of household producers and dairy small
scale and mid-size processors by improving on-farm and off-farm processing productivity,
increasing value addition, enhancing product quality and facilitating access to market.

87. On processing, the project will focus on improving hygiene procedures in milk handling and
processing, reducing losses through the value chain particularly during processing, enhancing
the dairy processing yield through better controlled processing environment, which will result
in better performance of the processing stage. The project will also support access to
processing and quality control equipment.

88. On market access. Taking into consideration the dairy industry characteristics and the
potential of the small and medium processors, several marketing options were assessed by
the design team. Market penetration where there is a strong competition from large industrial
processors and imported products will not be considered feasible given the limited financial
and managerial capacities and bargaining power of the small and medium processors.
Consequently, the most suitable marketing strategy is to focus on a parallel market through a
combination of the following options:

0] targeting local markets close to the production and processing sites where fresh bulk
milk and traditional dairy products are most preferred by the local consumers; and

(i)  targeting the emerging urban niche markets for upmarket authentic and natural
products through adaptation of small and medium processors products to better quality,
safety, competitive prices and eventually creation of a quality label. The primary focus
will be on products that are the most familiar to consumers, such as laban, labneh,
kishk. It would be followed at a later stage by the promotion of new products, which
may offer better possibilities for fast growth.

89. The proposed marketing strategy would require aggregating the dairy products of smallholder
producers and processors to access and compete in markets at significant economy scale.
Experience in other countries (Turkey, Tunisia, Morocco, etc.) clearly indicates that the
cooperatives would be the most appropriate mode of product aggregation. Solid and well
managed cooperatives would allow their smallholder producers and processors to diversify
into value addition and convert raw milk into processed dairy products. Despite such high
potential, the cooperatives in Lebanon are not in a strong position to service their members.
In addition to their weak financial situation, their staff and board members lack managerial
skills and interaction between the management and the members. The project will therefore
improve the functionality of selected cooperatives through support at various level: improved
governance, enhanced management systems, and strengthening of capacities of members,
staff and management.

90. Output. The knowledge and awareness on hygiene of smallholder producers are improved;
the technical skills of processors are improved, quality control and hygiene practices are
enhanced; capacities of cooperatives for aggregation and access to market are enhanced.

Description of activities
2. Sub-component 2.1: Supporting aggregation and value addition
Activity 2.1: Improve capacities for on farm dairy processing

91. Atraining programme will be designed to increase awareness on milk hygiene, handling and
processing focusing on women household members in charge of milking animals and milk
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92.

93.

94.

processing at home. The focus will be on the introduction and use of simple innovations and
technologies that results in higher yield and improved quality products.

The project will target 1,500 cattle and small ruminant household producers over the project
life span where 60% of the beneficiary will be women and 40% men. These household
producers will be identified through the preliminary targeting exercise.

The project will focus in the first year on preparations and developing of training modules. The
training modules will make use of available material that includes what was developed by
other organizations in the country and in the region on the same topic. Training material will
include guidelines to help on farm processors to comply with existing regulations related to
hygiene, milk quality and safety. In addition, training of trainers (ToT) will be conducted in the
first year to produce 10 qualified trainers in milk processing Out of these 10 trainers, at least
four should be women. In addition to the initial off site training programme, an on the job
coaching and mentoring programme will be implemented. The trainers will visit the trainees
twice a year in average to support the application of the newly acquired skills and provide
technical backup.

Quality Enhancement. In complement to capacity building support, the project would provide
the smallholders producers with 2 milk cans per household to handle milk in a hygienic way
and to maintain the quality, and intensive training on milking and milk handling and
processing. For those processing high value products, small scale processing equipment
(small cooling facilities - cheese presses- vacuum packagers, etc.) will be allocated in order to
improve quality of final products and enhance value addition. Equipment cost would be
covered on a project/beneficiaries 80/20% sharing basis.

Activity 2.2: Improve capacities for off-farm dairy Processing

95.

96.

97.

98.

99.

100.

The project will target 80 processors where 40 have a daily capacity of up 200 liters, the other
40 targeted processing units will have a daily capacity of up to 2,000 liters. The focus will be
on quality control, and improved processing methods and product labelling. Packaging and
branding will help producers to better access markets and capture the additional added value.

Training. A training programme and on-demand assistance and advisory mechanism will be
set to cover aspects needed by producers to fulfii consumer demand. Market information,
network and market oriented processing will secure small and medium size processors and
producers income and open opportunities to expand and upgrade dairy businesses.

In the first year of the project implementation, a training module will be developed and
publications such as booklets and fact sheets will be produced. Training material will include
guidelines to help on farm processors to comply with existing regulations related to hygiene,
milk quality and safety. In addition, the required materials to successfully organize trainings
will be purchased.

The training module will cover different areas that include milk compaosition, microbiology and
quality control. The project will conduct eight training sessions in the second year each
session will be attended by maximum of 10 beneficiaries. A further training module will be
provided to successful dairy processors in the 4" year. This training will focus on dairy product
diversification. The training will provide processors with additional options to increase their
income through targeting marketing niches. A follow up program will be developed to and
income. Four follow up visits per processing unit per year will be carried out and documented.

In addition to the initial off site training programme, an on the job coaching and mentoring
programme will be implemented. The trainers will visit the trainees four times a year in
average to support the application of the newly acquired skills, ensure that processors are in
the right track to improve their products and provide technical backup.

Quality Enhancement. In addressing the gap of milk quality control, HALEPP will provide
support to implement a simple milk quality control system. Small size dairy processors will be
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101.

trained and equipped to check milk for acidity, and EC to detect mastitis milk. In addition, the
mid-size dairy processors will receive additional training and equipment to analyze milk
component including adding water. Both types of processors will be able to detect antibiotic
residues in milk that affect product quality and human health.

The project will provide different kits to control the quality of received milk. The first kit will
consist of a thermometer, a portable combined pH/EC meter and a set of dairy cultures to
produce yogurt and cheese. This kit will be provided processing units with a daily capacity of
up to 500 liters. The second kit, for bigger units, will consist of a simple milk analyzer, a
portable combined pH/EC meter, a thermometer and a set of dairy cultures for the production
of yogurt, yogurt based products and different types of cheese.

Activity 2.3: Supporting access to market

102.

103.

Development of a quality label for Lebanese cottage dairy products. The project would
contribute to enhancing market access for high value quality traditional dairy products,
targeting the emerging and fast growing market niche for authentic and natural Lebanese
dairy products. Lebanon has an important know-how in the manufacturing of typical national
dairy products which are part of the national cultural heritage. These products even benefit
from a strong consumers’ recognition but do not have an official quality label framework which
protects them from industrial or imported products, and guarantees their “quality” and “safety”.
The project will therefore support the development of a quality consensus-based label for
cottage dairy products, which could eventually lead to the establishment of a "Controlled
Designation of Origin" framework. This framework will in particular include the specifications
for production of milk, its processing, packaging and marketing. Theses specifications will be
established in consultation by all the actors that would be interested in producing the labelled
range of products. This process could be initiated under the stakeholders’ platform (supported
by HALEPP), under the authority of which an inclusive quality label “working group” could be
created to lead the process. Project funds will be allocated for (i) developing draft
specifications; (ii) facilitating the consultation process among value chain actors (operations of
the working group); and (iii) promotion of the quality label and related products and
awareness on nutritional benefits of dairy products consumption.

Support product aggregation through improved functionality of cooperatives. As
mentioned earlier in the PDR, only one third of the existing 1,290 cooperatives are functional.
Following the base line survey in year one, the project would select around 50 of the most
genuine and member-driven dairy cooperatives to provide them with necessary capacity
building at three levels: (i) at members’ level, to enhance capacity of members to exercise
effective checks and balances over the governance of their cooperative; (ii) at management
level, to enable cooperative managers to combine the skills of an effective business manager
with those of an efficient service provider; and (iii) at employees’ level, to make cooperative
staff technically capable but also more proactive to better respond to the requirements of the
market and the needs of the members. The training curricula will cover various aspects
including governance of cooperatives, management including financial management,
commercial aspects and marketing. In addition to capacity building, and in order to promote
processing and marketing of high value dairy products, project support would include a study
on “Dairy Products Diversification and Marketing” to be carried out by a marketing specialist in
year one of project implementation. The study would identify the most efficient way of
enhancing smallholder’s producers and processors access to market. The study would focus
among other things on products and sales promotion, supply management and distribution
networks.
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Activity 2.4: Renewable Energy (RE)

104.

In order to assist the target group in reducing energy cost and to explore opportunities for RE
private sector’'s engagement, the project will support, on a pilot basis for later scaling up, three
models using renewable energy in the dairy sector.?

i. On-farm milk cooling technology using solar energy. Cooling milk on farm to
maintain the original quality after milking is the method of choice for ensuring good-
quality milk for processing and consumption. At present, cooling equipment is
expensive for smallholder producers, unavailability and/or unreliable electric power
supply are factor deterring on-farm cooling. The recent progress and reduction of costs
of the photovoltaic technology offers the possibility to develop affordable equipment
which would guarantee a constant supply of energy.

ii. Solar energy water heating for milk processing. The excessive cost of electricity for
heating water for dairy processing and the frequent electric power cuts affects the
profitability and efficiency of small dairy processing units. By piloting solar panel units to
heat water for processing, the project intends to demonstrate the economic benefits in
a country characterized by a climate with high levels of solar radiation.

iii. Biogas production from dairy cattle dung. The lack of management of excreta (dung
and urine) from dairy cattle farms causes severe environmental problems and, in the
context of rapid urbanization, complains by the residents near the farms. The objective
is to introduce smallholder dairy farmers to a system of collection of manure, capture of
Methane for combustion purposes (e.g. on-farm pasteurization, yoghurt production, on-
farm cheese processing etc.) and utilization of “bio slurry” for agricultural purposes
(i.e. vegetable, fruit and plant production). It will build on IFAD experience with the
“portable biogas” technology. Eventually, biogas for milk cooling purpose would be
tested as a standalone technology or in association with solar energy.

Implementation Arrangements

105.

106.

107.

Training for on farm and off farm processing, and training of cooperatives. The trainings
and on the job coaching for on farm and off farm processing, as well as the training of
cooperatives and marketing support will be conducted by local NGOs or other institutions that
have the capacity and knowledge, and proven records in similar activities, and which will be
recruited through calls for proposals (a list of potential service providers is presented in
Appendix 5).

Development of a quality label for Lebanese cottage dairy products will be implemented
by a dedicated committee established under the dairy stakeholder platform, supported by a
specialized service provider/NGOs (e.g. Rural Delights, who has a good experience in this
domain, Food Heritage) and working under the guidance of the Platform and the Directorate
of Animal Resources.

The renewable energy pilot activities will be implemented by institutions with appropriate
expertise, such as universities or research organizations, renewable energy centres (such as
the Lebanese Centre for Energy Conservation) and private suppliers, selected through call for
proposals to select the best qualified and cost effective service provider.

Sub-component 2.2: Improving access to finance

108.

Financial institutions (FIs) in Lebanon —commercial banks and microfinance institutions - are
generally well-managed, have extensive geographic footprints, enviable operational
performance, and ample capital for on lending. Most agricultural lending (estimated at 10% of

8 http://ww.fao.org/docrep/003/X6541E/X6541E00.htm#TOC
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all Fl loan portfolios) targets large agro-industry. This said, the smallholder market, particularly
in the dairy sector, with its constant revenue, represents a good market for Fls. They face
several constraints to lending, however, including: poor understanding of the dairy sector,
inappropriate products, high transactions costs, and inaccurate risk analysis resulting high
interest rates. For smallholders, constraints include poor knowledge of credit, fear of banks,
preference for grants, and, for some, religious objection to interest.

Outcomes and Objectives

109.

Subcomponent outcomes are to increase formal financial sector lending in the smallholder
dairy sector. The objective of this subcomponent is to demonstrate the viability of sustainable
inclusive finance in the rural smallholder dairy market.

Description of Activities

110.

111.

To stimulate lending in the dairy sector, the project will work with Fls and dairy smallholders
and medium stakeholders to develop interest in dairy loan product/lending. A financial product
will be developed and tested by three to five FIs selected on a competitive basis with technical
support from the project. In association with the extension activities, smallholder dairy
producers will be supported with the basic business management skills required for loan
applications and credit repayment. Similar support will be provided to small dairy processors.
The project will also fund the assessment of inclusive (pro-poor) financial services in rural
areas, as well as a study on innovative approaches to micro-insurance for rural areas. Both
of these studies should be sponsored by a national organization, with strong vested interest in
the development of inclusive finance, excellent technical capacity in good practice inclusive
finance, and able to ensure broad sector representation, wide distribution of/dialog around the
studies (e.g. the LMA).

HALEPP would support the following:

i. The creation of loan products directed at cow and goat/sheep milk production among
project beneficiaries, specifically, and the sector more broadly. Technical assistance
would be provided by the project to selected Fls to create dairy loan product(s) of their
own or in association with other financial institutions. For the new loan product or
testing, HALEPP will provide a modest amount of funding, while each FI will match with
their own capital on a negotiated basis (e.g. 60:40);

i.  Provision of basic farm enterprise training and support for loan application processing
(for beneficiaries interested in taking a loan);

iii. A study on the assessment of rural finance in Lebanon through an extensive analysis of
both the supply and demand of finance in rural area generally, and through an
extended case study of the dairy value chain, specifically; and

iv. A study on market analysis for the potential of micro insurance in rural areas, with a
case study focus on insurance products for dairy value change smallholder households
and processors.

Implementation Arrangements

112.

IFAD experience recommends the most effective and efficient means to manage appropriate
sourcing, contracting, oversight/monitoring and evaluation capacity is to contract an
independent third party. The third party would have the following characteristics: (i) strong
technical capacities in inclusive rural finance; (ii) legitimacy within the inclusive financial sector
to convene broad stakeholder group; and (iii) have a long-term interest in the development of
the inclusive financial sector (e.g. the LMA). Project activities would be implemented through
call for proposals.
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Sub-component 2.3: Supporting a dairy stakeholder platform for inclusive policy dialogue

Background and rationale

113.

There is a need for more inter-stakeholder dialogue in the dairy sector, in particular to address
issues of price equity along the value chain, milk quality, as well as regulatory and policy
aspects. The industrial processing sector is the only category of stakeholders to be organized
at national level in the Lebanese Dairy Board®. Other categories such as smallholder
producers or small scale processors are not organized, their lobbying and advocacy
capacities are very weak, and their voice can hence hardly be heard at decision makers’ level.
The Ministry of Agriculture has recently initiated a more inclusive process, called “National
Milk Committee” convening stakeholders’ fora to discuss various issues concerning the dairy
sector, including milk price, milk quality and prevention of anti-microbial resistance through
prudent use of anti-microbial agents, animal feeding, etc. The project will further support and
consolidate this MoA's initiative ensuring a regular frequency in the organization of these fora,
and facilitating smallholder farmers and small scale processors participation.

Outcomes

114.

This activity will have three main outcomes: (i) an inclusive national policy dialogue platform is
established/strengthened and plays an active advocacy role for the interest of the smallholder
dairy sector; (ii) 7 regional innovations platforms are established, address technical
constraints at local level and ensure upward flow of information; (iii) consensus based self-
regulation mechanisms (for quality, price...) are established.

Description of the Activity

115.

116.

117.

At national level, the Directorate of Animal Resources (DAR) will lead and coordinate the
activities of the dairy stakeholder platform which will gather on a regular basis. Participants to
the platform will be: (i) milk producers, including smallholders; (ii) milk processors, including
small scale processors; (iii) milk traders, including “Hallab”, importers, exporters; (iii) service
and input providers (Al, feed, breeding stock traders); (iv) public authorities: Ministry of
Agriculture, Ministry of trade, and other public entities on ad-hoc basis depending on the
agenda; (v) research organizations; and (vi) any other value chain actor whose presence
could be needed according to the agenda. The main issues addressed by the platform could
be (i) quality issues and how to establish a quality payment system; (ii) feeding systems and
incentives for production of fodder; (iii) price negotiation and regulation, with the aim of having
a fairer price mechanism that benefits better to smallholders; and (iv) participation in policy
processes. Studies would be commissioned to provide qualified background for evidence-
based dialogue, for instance on the impact on imports of the milk sector, on milk quality
issues, and on the feed and fodder value chain. HALEPP M&E system will also consider
indicators for measuring the outputs, outcomes and impacts of this policy dialogue.

Regional platforms will also be established in the 7 governorates. They will focus more on
technical issues and act as problem-solving mechanisms and technical innovation platforms;
they will also ensure the upward flow of information to the National level.

The project will facilitate meetings and transport of participants from the regions. It will ensure
that smallholder farmers, and small-scale processing groups, are adequately represented in
the platform. To that effect, participants to the National platform will be selected among
participants in the regional ones who are the most active. Participants to the regional
platforms will be selected among farmers benefiting from extension and advisory services.
The project will also support coordination and dialogue between smallholder farmers’ groups,

° The Lebanese Dairy Board is a non-profit organization and is composed of 6 dairies: TaanayelLes Fermes/Bonjus,
Dairy Khoury, Liban Lait, Dairy Day, Dainka Dairy, and Jdita. It is in the process of changing its name to reflect its real
composition and role, which are not those of a board.
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which could result in the creation of a National body (or several regional ones) representing
smallholder farmers.

D. Lessons learned and adherence to IFAD and FARMS policies

118.

119.

120.

121.

122.

123.

124.

IFAD is currently supporting Lebanon through two projects:

® the “Hilly Areas Sustainable Agricultural Development” project (HASAD) focused on
water management; and

(i)  the “Climate Smart Agriculture: Enhancing Adaptive Capacity of the Rural Communities
in Lebanon” (AgriCAL) which has yet to start.

The first agricultural project in Lebanon was the “Smallholder Livestock Rehabilitation Project”
(SLRP; 1994-2003). The project came right at the end of the civil war with the aim of quickly
assisting the rural poor to rebuild their livestock stock and engage in profitable farming. Its
components included restocking herds, livestock services (Al and vaccinations), establishing
cooperatives, rural credit, and milk marketing. The restocking was intended to help producers
recover from herd losses during Lebanon’s civil conflict. As is the case with externally
financed projects in Lebanon, the SLRDP did not reach its intended objectives for lack of in-
country capacity, political interference and elite capture and top down approach. A project
shortcoming was the construction and management of milk collection centres without proper
link to the needs of small producers.

Outside IFAD portfolio, two ongoing projects in the dairy sector (implemented respectively by
FAO and Mercy Corps) provide support to small scale women cooperatives involved in dairy
processing.

The main lesson to be learned from projects supported by IFAD and others regarding
smallholders dairy value chain could be summarised as follows:

The cooperatives could play an important role but they are not a panacea for the
development of smallholder dairy sector. There are currently 1,290 registered
cooperatives in the country, but 20% are thought to be active, according to the Directorate of
Cooperatives. This Directorate has embarked in a cleaning exercise whereby cooperatives
will be required to prove their operational capacity, or will be de-registered. Obtaining and
maintaining the cooperative status implies a number of obligations, with its related costs, that
seem to put a burden on small groups. Working in groups also doesn’t seem to be traditional
in Lebanon, except in the scope of the family or neighborhood. The cooperative status offers
some advantages like for instance income tax exemption, and is often a condition to access to
grants and loans. However, the project could explore some alternative group models like
associations or informal groupings when the cooperative status doesn’t’ seem adequate or in
the earlier phases of group dynamic.

Role of NGOs in facilitation of market access. Successful arrangements between NGOs
and groups of smallholder dairy farmers and processors, can be found in Lebanon. NGOs like
Rural Delights and Rene Mouwadh Foundation have been quite active in this domain.

Role of Milk collectors. The formal dairy value chain (where milk is bought by medium and
large scale processors) is characterized by the central role played by milk collectors. This
model is mostly practiced in Bekaa area, where very limited commercial transaction takes
place directly between a large processing factory and a farmer, or a group of farmers
(including a cooperative) without this intermediary. This intermediary could be family related to
the processor in some cases. In some situation, the intermediary ensures cooling and/or
transportation of milk. In this case, his services are paid an average of LBP 200 per litre. In
some cases, he doesn’t ensure any technical function, except “forwarding the invoice” but is
still paid LBP 50 per liter. This is high in comparison with the benefit obtained by the producer,
which ranges from LBP 100 to 200 per liter, because of the very high production costs and
feeding charges in particular.
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125.

126.

Monitoring and Evaluation. Like many IFAD and other donors supported projects, the M&E
system is always weak. The lack of data available to measure the impact of the project was
underlined in the completion review undertaken by IFAD for SLRP, IRMP and AIDP. In
particular, the lack of quantitative data on agricultural productivity, water use efficiency, input
use, as well as adoption rates, was underlined. This is largely due to weak M&E system. A
common recommendation from these project evaluations is that a strong M&E unit should be
established from the beginning of the project, not only to look at the physical and financial
aspects of the project, but also to follow-up on its sustainability and impact in terms of
poverty reduction. Good baseline data and an early implementation of an effective
monitoring system, backed by implementation support, are essential.

Project management. The most recent ongoing project, HASAD, has encountered recurrent
problems. After four years of implementation, tangible outcomes delivered to the target group
are limited. Many factors could explain this including a highly unstable political context, limited
human resources in public administration, highly bureaucratic procedures, weak M&E system
as well as elite capture for rural infrastructure. A Project Directorate (PD) attached to a
Government body (e.g. MoA) managed by specialists recruited on a competitive and
transparent basis, and relying on service providers (through calls for proposal), is best placed
to implement projects.

Project Adherence to IFAD Policies

127.

As clearly detailed in Annex 12, the project is in line with IFAD Strategic Framework 2016-
2025, NEN Country Strategic Note for Lebanon and following IFAD policies. The project
activities, implementation arrangements and M&E system have been designed in compliance
with IFAD Targeting Policy, IFAD policy on gender equality and women’s empowerment and in
line with the approaches outlined in the Framework for Gender Mainstreaming in IFAD
investment Operations. The project is designed to be consistent with IFAD’s Private Sector
Development and Partnership Strategy, its Rural Finance Policy and the associated Decision
Tools for Rural Finance. SECAP report confirmed the classification of Environmental and
Social category as B, and climate risk classification as “Moderate”, considering that the
project approach will promote use of climate resilient technologies (e.g. solar energy and
biogas technologies), and improved management of animal raising and dairy processing. Last
but not least, HALEPP is fully aligned to FARMS policy, as indicated below.

Project Adherence to FARMS policy
FARMS Facility Context

128.

129.

The current global crisis of forced displacement is unprecedented in recent decades and the
worst since World War Il. It currently affects over 60 million people worldwide, and a total
population of concern in the Near East and North Africa region around 22.2 million people.
The crisis most acutely affects communities in Syria, Yemen, Iraq and their neighbouring
countries. As a contribution to the donor’s community efforts to help these countries cope with
the crisis, and in recognition of the rural dimensions of the crisis, IFAD has established a
Facility for Refugees, Migrants, Forced Displacement and Rural Stability, or FARMS. FARMS
priority countries will be Djibouti, Egypt, Iraq, Jordan, Lebanon, Morocco, Somalia, Sudan,
Tunisia, Turkey and Yemen.

The key outcomes to be delivered by FARMS in these countries include: (i) improved
productive rural infrastructure through implementation of at least 500 rural community
infrastructure projects; (ii) creation of at least 500,000 days of temporary work and at least
20,000 employment opportunities, primarily for youth; (iii) increased social resilience through
building community-level and local government capacity; and (iv) improved governance and
management of natural resources.
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HALEPP Alignment with FARMS policy

130.

131.

132.

133.

134.

135.

As mentioned earlier, 67% of the most deprived Lebanese and 87% of Syrians live in the
same vulnerable areas covered by HALEPP. FARMS co-financing of HALEPP project is a
good opportunity to help the two communities co-exist in harmony and less friction which is
due to the limited resources at their disposal. In particular, HALEPP through capacity building
and training would put at the disposal of Lebanese farmers and processors a pool of qualified
Syrian workers for on-farm and off-farm employment in areas much less attractive to the
young Lebanese. FARMS and HALEPP are aligned in terms of geographical coverage,
overall goals, development objectives, outcomes, and financing plan.

Geographical coverage. The Syrian refugee’s crisis has a clear rural dimension for several
reasons: (i) Syrians are largely found in rural areas as the cost of living is much lower than in
urban areas, (ii) agriculture is a good source of employment for the Syrian at working age,
and (iii) some Syrian households brought with them their animals when they migrated to
Lebanon. They kept engaging in dairy production and processing for self-consumption and as
a source of income. HALEPP project would focus on the Lebanese communities who are
among the poorest and the most affected by the influx of Syrian refugees as well as Syrian
refugees by implementing its interventions in the 251 poorest cadastres in the country. The
251 cadastres are home to 67% of the most deprived Lebanese and 87% of Syrians refugees.
These two groups are the focus of FARMS targeting and coverage as clearly indicated in
FARMS design document. The same document stipulates that identification of target
communities will be done in collaboration with national partners, utilising national databases,
as well as those of partners such as UNHCR and IOM. The above mentioned 251 cadastres
have been selected on the basis of information available at the Ministry of Social Affairs and
UNHCR Beirut. The poverty level and eligibility of these groups were validated by the design
mission through visits and meetings with potential target group.

Overall goal. The overall goal of HALEPP project is to contribute to the improvement of the
livelihood of resource-poor rural households, including Lebanese host communities affected
by the Syrian crisis and Syrian refugees living in the same areas. This goal is fully aligned
with FARMS overall goal of ensuring that poor rural people in host areas overcome poverty
through remunerative, sustainable and resilient livelihoods. In host areas, livelihoods for both
the host communities and the displaced peoples will be generated.

Development Objectives. HALEPP development objectives are (i) to increase the income of
small dairy producers and processors and competitiveness and resilience of the dairy sector
for the provision of quality dairy products; and (ii) increase employment opportunities of young
Lebanese in communities affected by the Syrian crisis and young Syrian refugees living in
these. The two objectives are aligned with FARMS specific objectives as follows:
(i) Smallholder dairy producers and processors are part of the broader FARMS definition of
host communities, specified in FARMS first specific objective. The latter states that Host
communities are resilient to the impacts of large inflows of refugees, minimising negative
impacts, and maximising positive impacts for host communities and for refugees, through food
security support, enhanced rural infrastructure and increased livelihood opportunities; and
(ii) Syrian smallholder dairy producers/ processors and unemployed youth are part of FARMS
target group, being the refugee households and people to be provided remunerative
opportunities and skills to integrate in host areas and facilitate return to home country.

FARMS Outcomes. HALEPP would be contributing to at least four out of the five FARMS
outcomes, as follows:

FARMS Outcome 1. Improved rural infrastructure in target communities

i. Critical basic infrastructure required for irrigation, domestic water, energy and
sanitation. HALEPP would promote renewable energy through provision of on farm milk
cooling technology using photovoltaic panels and water heating with solar panels for
milk processing, and Biogas production from dairy cattle dung for cooking purposes.
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Infrastructure required to prevention contamination of livestock and irrigation water
sources. The influx of livestock (mostly small ruminants) entering Lebanon with Syrian
refugees has created an additional logistic and budgetary burden on national veterinary
services, for surveillance and control of animal diseases, in particular Transboundary
Animal Diseases (TADs) which have the potential to rapidly spread over borders. The
project will support the Veterinary services to cope with this additional burden.
Specifically, the project will support the implementation of disease control programmes
against three TADs which are (i) FMD (for all ruminants), (ii) LSD (for cattle), and
(iii) PPR (for small ruminants). The support provided by HALEPP will focus on 5 sub-
activities: (i) revamping the National Animal Disease Information System, (ii) supporting
identification of dairy cattle (creation of database and ear tagging) to facilitate
surveillance and traceability); (iii) providing laboratory kits for surveillance of the three
targeted TADs; Supporting logistics for surveillance, vaccination and monitoring
activities: the project will purchase cars for vaccination and surveillance activities, as
well as a central server and computers for the information system; (iv) supporting
logistics for surveillance, vaccination and monitoring activities, and (v) supporting PPP
arrangement for disease control (vaccination and surveillance.

136. FARMS Outcome 2. Increased availability of temporary and permanent employment
opportunities in target communities

137.

138.

Small matching grant schemes to support start-up of microbusinesses: HALEPP would
provide small grants to the micro and small processors to engage in dairy processing.
The beneficiaries would be required to contribute 20% of the cost of processing and
quality control equipment.

Ensuring adequate access to financial and non-financial services, markets, and
training, i agricultural extension and reliable remittances and related products. HALEPP
would provide support to the potential bank clients through capacity building and
training on business plan preparation. Extension services would be provided through
Agriculture Centres directly or by NGOs under call for proposals arrangements.
Training of young Lebanese and Syrian refugees would assist them job seeking. While
there are currently significant humanitarian efforts to address the subsistence needs of
the refugees in addition to the Lebanese Crisis Response Plan 2015-2016 (LCRP)
which address Lebanese host community needs, both need to be scaled up
substantially. Therefore, and in the same context, HALEPP would, through investment
in vocational training and skills improvement, contribute to addressing the livelihoods
and employment needs of Syrian refugees and Lebanese host communities alike.

FARMS Outcome 3. Increased social resilience and capacity to _manage development
interventions, resolve conflicts, and address the needs of displaced persons, migrants and

other vulnerable groups

Strengthening community-based organisations, local government bodies, and civil
society organisations working in_and with affected communities. HALEPP would be
supporting functional cooperatives and informal groups willing to engage in small and
medium dairy processing.

Technical assistance, training and workshops to build the capacities of national
partners, implementing agencies and equip migrants with skills they will need when
they return. The project would facilitate the development of a new software for
animal disease control compatible with international standards and, train users
at central and regional levels on the use of the system. HALEPP would also
invest in capacity building of financial partners willing to lend to the target

group.

FARMS Outcome 5. Enabling policy and requlatory frameworks at national levels

Establish effective M&E systems, producing reliable data and analysis, with strong and
fast flowing feedback loops to ensure emerging lessons are fed quickly back into
planning and implementation processes. HALEPP M&E system is designed to offer
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comprehensive and reliable information to improve planning and decision-
making for results-based management.

Developing policy briefs and engaging in national and international fora. HALEPP
would support a dairy stakeholder platform for inclusive policy dialogue, a study on the
assessment of inclusive (pro-poor) financial services in rural areas, and a study on
innovative approaches to micro-insurance. The studies would provide qualified
background for evidence-based dialogue on, for instance, the impact on imports of milk
powder on the dairy sector, quality issues, and rural finance policy.

Establishing partnerships with international and regional agencies addressing the
refugee crisis, including in the delivery of outcomes. FARMS design document calls for
strong coordination with the Rome Based Agencies (WFP and FAOQO). Since 2015,
FAO/WFP and MoA/MoSA are co-leading the Food Security Sector Working Group
(FSSWG). HALEPP would be coordinated with initiatives under FAO and WFP
implementation, including vocational education and training project (FAO) and WFP
sponsored food programme (voucher system for the purchase of food items, including
milk and dairy products). In addition, HALEPP would coordinate investment activities
with the UNHCR within the host communities. Working alongside the government of
Lebanon, notably the High Relief Commission, the Ministry of Social Affairs and
municipalities, UNHCR has worked to ensure a consolidated and coordinated inter-
agency response, engaging fellow UN agencies and local and international non-
governmental partners. UNHCR teams in the north and the Bekaa, with support from
the Beirut Office, work with over 30 partner staff on the ground to receive refugees,
assess needs, and meet protection, food, shelter, education, health and psycho-social
needs. The coordinated response is one that also seeks to support host families and
communities who have opened their doors to refugees since the beginning of the influx.

139. Co-financing. FARMS design document clearly indicates that about 75% of the funds of the
Facility will be allocated as co-financing for IFAD's ongoing and pipeline investment projects.
HALEPP co-financing plan presented in the detailed cost tables and summarised below,
shows the way FARMS financing is embedded in HALEPP project at the level of the three
components. Project activities related to dairy production, animal health improvement, dairy
processing, and training on skills improvement for employment, are the focus of FARMS and
IFAD financed activities.

LEBANON

Harmonized Actions for Livestock Enhanced Production and Processing (HALEPP)
Components by Financiers

(US$ Million) IFAD LOAN IFAD GRANT The Government FARMS Beneficiaries
Amount % Amount % Amount % Amount % Amount %

1. enhancing competitiveness of smallholder dairy production 1.8 30.8 - 0.8 14.1 3.1 55.1 - -

2. Improving small-scale value addition and access to market 1.9 52.1 0.3 8.4 0.0 - 13 35.4 0.2 4.1

3. Project Management and Support 1.2 40.2 0.3 8.7 1.0 31.9 0.6 19.2 - -
Total PROJECT COSTS 4.9 39.4 0.6 4.6 1.8 14.2 5.0 40.5 0.2 1.2
LEBANON
Harmonized Actions for Livestock Enhanced Production and Processing (HALEPP)

Expenditure Accounts by Financiers

(US$ Million) IFAD LOAN IFAD GRANT The Government FARMS Beneficiaries
Amount % Amount % Amount % Amount % Amount %

I. Investment Costs

A. Vehicles 0.4 68.0 - - 0.2 32.0 - - - -

B. Equipment and material 0.5 22.9 - - 0.0 - 15 70.1 0.2 7.0

C. Technical Assistance

1. International Technical Assistance 0.0 100.0 - - - - -
2. National Technical Assistance 0.4 13.8 - - - - 2.7 86.2

Subtotal Technical Assistance 0.5 14.3 - B - - 2.7 85.7

D. Studies 0.6 49.1 0.6 50.9 - - -

F. Training 0.5 40.4 - - 0.0 - 0.8 59.6 - -
Total Investment Costs 2.4 28.7 0.6 6.9 0.2 2.0 5.0 60.6 0.2 18
Il. Recurrent Costs

A. Salaries 0.9 46.1 - - 11 53.9

B. Incentives 1.4 81.1 - - 0.3 18.9

C. Operation and Maintenance 0.3 53.5 - - 0.2 46.5
Total Recurrent Costs 2.5 61.1 - - 1.6 38.9 - - - -
Total PROJECT COSTS 4.9 39.4 0.6 46 18 122 5.0 405 0.2 12
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[ll. Project implementation

A. Approach

140.

141.

142.

Based on previous and ongoing experience with implementation of IFAD supported projects,
and given the limited capacity at the MOA’s level, HALEPP implementation would combine
making use of relevant directorates within the MOA and outsourcing to qualified institutions
(universities and international organisations), NGOs and private service providers. Their
involvement would be through call for proposals and performance based MoUs. In this
regard, and as stated in Appendix 5, many NGOs have been active in providing support to the
smallholder farmers and rural women on transfer of technology, agricultural extension and
access to markets. The most active ones are Rene Moawad Foundation, Mercy Corps, The
Association for the Development of Rural Capacities, Rural Delights Cooperative, Caritas
Lebanon Migrant Center, Action Against Hunger, Amal Association, Muslim Aid, Concern
Worldwide, Jihad Al-Bina’a Development Association, Hariri Foundation, Safadi Foundation,
Associazione Volontari per il Servizio Internazionale, Cooperative Housing Foundation, Young
Men Christian Association, etc. In addition, HALEPP could make use of the services of AUB
and the Lebanese Centre for Renewable Energy.

A specially created Project Directorate (PD) with qualified staff recruited on a competitive
basis will coordinate the project. The physical location of the PD office will be at the MOA,
reporting directly to the Office of the Minister. The PD core staff will include a full time Project
Director and full time professional and support staff to oversee the day-to-day operations of
the project, namely: Financial Manager, Procurement Officer, Accountant, Monitoring and
Knowledge Management and Community Mobilization-Targeting/Gender  Officer,
Administrative assistant, and two drivers. In addition, the relevant staff from the Animal
Resources Directorate and Education and Extension Service will be involved in the project
management on a part time basis.

In line with the practice for IFAD-funded projects in Lebanon, a Project Steering Committee
will be established to provide policy direction for the project; review and approve annual work
plans and budgets; and provide oversight to the project management team to ensure
effectiveness. Membership of the PSC will include: representatives of the Ministry of
Agriculture, General Cooperatives Directorate, Ministry of Social Affairs, Office of the Ministry
of State Displaced Affairs, Microfinance Institutions, etc.

Skills Improvement for Employment in Agriculture and Agro-processing

143.

144,

As a cross cutting theme within HALEPP focus on dairy development, the Project
Management and Support component would include a training activity aimed at improving
access of young Lebanese in host communities affected by the Syrian crisis and young Syrian
refugees to employment in agriculture and agro processing.

The need for vocational training and skills improvement stems from the fact that
unemployment in Lebanon, as elsewhere, is especially high among youth and
disproportionately high for women, a rapidly growing component of the labour force.
According to an ILO survey conducted in 2015, youth 15-24 had an unemployment rate
estimated at 34%. Meanwhile and based on the same ILO report, the Syrian refugee labour
force 15 years and above is estimated at about 239,700 in mid-2014, accounting for about
14% of Lebanon’s total labour force. Of these, an estimated 160,500 were employed, equal to
about one in ten of all employed persons in the country. With limited opportunities in a slow-
growing economy, the estimated number of unemployed Syrian refugees is 79,200 — more
than half of all unemployed persons in the country. overall estimated unemployment rate for
Syrian refugees is 33%, about four times the average rate for Lebanon. The ILO survey found
that unemployment among female refugees was about 68%, the result being that, in absolute
terms, there are more unemployed female than male Syrian refugees in Lebanon. The ILO
survey found the highest concentration — more than one-third — of the employed was found in
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145.

146.

private services, ranging from drivers, housekeepers and caretakers to, in some cases,
technicians and professionals. Employed females were particularly concentrated in these
activities. Agriculture accounted for about 28% of refugee employment, mostly skilled
agricultural labour and overwhelmingly male.

As a response to the need for employment creation, the FAO has recently developed a
“vocational training and education” four years (2016-2019) project -Upgrading the technical
agriculture education system in Lebanon- funded by the Dutch Government and aimed at
building the capacity of MOA's Education and Extension Service under the Directorate of
Studies and Coordination.

Through linkage to the FAO project and making use of the 7 vocational schools being
rehabilitated by this project, HALEPP would support training of around 500 young Lebanese
and Syrians who would be willing to build their vocational skills.

B. Planning, M&E, Learning and Knowledge Management

Planning

147.

A key planning instrument will be the annual work plan and budget (AWPB). The first AWPB
will be prepared, together with the procurement plan for the first 18 months of the project, as
part of the final design report, and be presented for discussion during the start-up workshop
for submission to IFAD for no objection. The preparation of the following AWPBs should be
prepared, discussed and approved no later than sixty days before the end of the fiscal year.
Experience shows that this review process requires a minimum of six months. If required the
PD, through the PSC, can propose adjustments in the AWPB during the relevant project year,
which will become effective after clearance by IFAD.

Monitoring and Evaluation

148.

149.

150.

151.

152.

The Monitoring and Evaluation (M&E) system is designed to offer comprehensive and reliable
information to improve planning and decision-making for results- based management. The
M&E of HALEPP achievements and knowledge management would be the responsibility of
PD. An M&E specialist will be responsible for collection of relevant data on the activities,
outputs, and outcomes.

The logical framework would constitute the basis for results-based M&E, and include an initial
list of indicators to track progress and achievements. This will be through accounting for
progress against AWPB targets; and routine, periodic assessments of movement towards
beneficiary impact. The Project draft M&E matrix will be prepared in a participatory manner as
part of the start-up activities in line with the logical framework. As part of the M&E system, a
number of studies/surveys will be conducted as follows:

Project Baseline Study. The project baseline is a critical element in the project M&E system.
It will include the target group and a control group which will be essential to determine the
attribution of results to project activities. At the beginning of implementation, a Baseline
Survey would be conducted in selected locations to assess the physical and socio-economic
status of the target group and to define their benchmark status.

Mid-term Review. An external evaluation performed towards the middle of the period of
implementation of HALEPP, i.e. in year 3. It will assess operational aspects such as project
management and implementation of activities as well as the extent to which the objectives are
being fulfilled. It will focus on corrective actions needed for the project to achieve impact.

Project completion survey (impact evaluation) will include the same set of questionnaires
included at baseline to allow for comparison against baseline results. In addition, a panel of
households will be interviewed to provide a thorough analysis of project impact. Moreover,
analysis will be done by type of beneficiary, region and gender of household head.
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153.

154.

155.

The Results and Impact Management System (RIMS) developed by IFAD since 2004 would
be fully incorporated in the project M&E system. A systematic methodology and set of
common indicators across programmes and regions to measure and inform on the
performance and impact of projects. The RIMS report for the level 1 and level 2 indicators will
be prepared at the end of each fiscal year and reported to IFAD before 31January.

Geo referencing. All activities of HALEPP will be geo-referenced at the village level. This will
allow for monitoring of the coverage of the project intervention as well as the concentration of
certain activities in specific areas. All extension sites, processing facilities supported by
HALEPP and MFIs participating in the project will be geo-referenced.

Beneficiary database. The database will be developed for all beneficiaries of the project.
Details about each beneficiary will be included in the database including: physical address,
national identification, age, sex, and activities participated in. The database will allow for
tracking beneficiaries and activities as well as providing a mean for sampling for data
collection and visits during supervision missions.

Learning and knowledge management

156.

157.

158.

The learning process will be part of the regular M&E activities. Lessons learned will be
prepared and reported covering each component activities. The learning and knowledge
management (KM) activities will include the regular monitoring mechanisms, progress reports,
mid-term evaluation, and impact assessment evaluation at the end of the project. A special
focus will be given for preparing a learning note on the dairy extension and dairy product
labelling which are innovations in Lebanon context.

During the final year of HALEPP implementation, as part of the preparation of the
IFAD-required project Completion Report/Impact Assessment (PCR), the M&E data collected
over the project implementation period will be used as part of a thorough assessment of
project achievements. In particular, this shall compare changes in the livelihoods of
beneficiaries that are attributed to HALEPP against the baseline situation. Innovations and
best practices at village level will be documented for the purpose of replication and scaling-up.

The FARMS' specific results and achievements will be mainstreamed into IFAD's M&E
systems. Reporting on the results achieved by the Facility will be done as per current IFAD
reporting coupled with a separate annual meeting on FARMS results and progress organized
for donors and key stakeholders. Knowledge management and learning will aim to generate
lessons learned and best practices, which can feed back into the activities of the Facility and
IFAD's broader portfolio

C. Financial Management, Procurement and Governance

159.

160.

161.

The PD will hire on a competitive basis a qualified Finance Manager and a project accountant
through a competitive selection process. The FM staff will report to the Project Manager. As
part of the project start up the FM staff will be trained in IFAD FM procedures and systems.
The PD will maintain its accounting records in accordance with IPSAS-cash basis of
accounting. The project transactions will be recorded in an accounting software to be
procured as part of the project start up and maintained in the PD. Software that currently
satisfy IFAD's requirements in the country include Logos and Techwise by Techrock.

In order to ensure: efficiency and reliability of financial reports; and compliance with applicable
laws and regulations, the PD will ensure adequate internal controls including: Adequate
policies and procedures, Sufficient segregation of duties; and Monitoring of fixed assets.

With regards to the flow of funds, government procedures will be applied to IFAD funding in
the same way as with other donors including the World Bank. Accordingly, the IFAD financing
will be channelled from IFAD through the Borrower's treasury accounts to three separate
designated accounts, A (IFAD loan), B (IFAD grant), and C (FARMS grant) denominated in
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USD and maintained in the Central Bank of Lebanon in accordance with IFAD's disbursement
procedures. Designated Account A will receive IFAD loan funds through Ministry of Finance's
treasury transit account for loans. Designated Accounts B and C will receive IFAD grant and
FARMS grant funds through transit sub-accounts under Ministry of Finance's grants and
donations account. The transfers from the MoF treasury sub-accounts will be based on
requests made by the PD through MoA. The project designated accounts A, B and C will be
operated independently by the PD under the joint signature of the PD Coordinator and the
Finance Manager of the PD. In addition, there will be a separate counterpart account for
government contribution.

Procurement

162.

163.

164.

165.

166.

167.

168.

As part of the design mission that took place in April 2017 for HALEPP, IFAD undertook an
assessment of the Procurement activities done at the level of the Ministry of Agriculture —
Lebanon as well as a quick assessment of the current procurement system applicable in the
Country.

Lebanon’s public procurement is based on two legal regulations (the Tender Regulations
Decree of 1959 and the Public Accounting Law of 1963) which are outdated and do not meet
the international procurement standards. Consequently, the system cannot ensure efficient
procurement practices especially in procurement of Services where no selection procedures
are defined for such procurement activities. The system will leave the implementing agencies
with very limited competition-based techniques for contracting the supply of goods, works and
specially the service delivery.

As part of the country’s system, The Central Tender board (CTB) is responsible for the
processing of procurement planning, processing of tenders and recommendation of award.
The Court of audit (COA) has the prior administrative control over contracts exceeding the
equivalent value of USD 50,000 which is a very low threshold in today’s money values and
which makes the procedures unnecessarily time consuming.

Several attempts have been made by the Government of Lebanon to develop and adopt a
new procurement law based on modern model laws however, no law has been finalized yet.
The latest draft law has been presented to the Parliament for revision and subsequently
ratification before it can be officially adopted.

The assessment undertook by IFAD, showed that the Ministry is abiding by the Procurement
rules and regulations that are currently applicable in the country however, due to the above
mentioned weaknesses of the current system, procurement of goods, works and services
financed by IFAD Loan and Grant and FARMS funds shall be carried out in accordance with
the IFAD Project Procurement Guidelines. Any changes that may occur during implementation
will be agreed with IFAD.

Appropriate thresholds that can maximize the efficiency of procurement will be set out in the
Letter to the Borrower and in the approved Procurement Plan. Whenever possible,
procurement of goods and works will be bulked into sizeable bid packages to attract adequate
competition, thus resulting in cost-effective and efficient procurement. The foreseen
procurement packages are a mixture between low and high in value with procurement
packages to be done using ICB, NCB and a big humber of RFQs.

A specially created Project Management Unit (PMU) with qualified staff recruited on a
competitive basis will coordinate the project. The physical location of the PMU office will be at
the MOA, reporting directly to the Office of the Minister. As part of the PMU, a procurement
officer would be recruited competitively and with a performance-based contract. In order to
establish sound procurement management system in the project and given the current
country experience, there would be a need for intensive capacity development of the PMU
staff. It is advisable that two procurement assistants seconded by the Government join the
PMU during the first 2 years of the project lifetime in order to assist in the daily procurement
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activities which are foreseen to be enormous based on the initial 18-month procurement plan
developed for the project.

D. Supervision

169.

IFAD would directly supervise the project at least one a year and focus on fiduciary and
implementation support functions in collaboration with CPMT. In addition, and given the
difficult political and institutional situation with limited capacity and the heavy presence of
Syrian refugees, close technical supervision and implementation support missions would be
jointly conducted by IFAD and the Swiss Development Cooperation (SDC) at least once a
year but also on demand. Such close technical supervision and follow up would complement
the regular IFAD supervision missions to ensure a positive impact on the two groups of
HALEPP beneficiaries, i.e. Lebanese small producers and processors and Syrian refugees.
The composition of the technical supervision missions would benefit from the long Swiss
expertise in dairy production and processing, for the transfer of appropriate managerial and
technical knowhow to the producers, processors and marketing cooperatives, as well as in the

cross cutting theme of gender and targeting.

E. Risk identification and mitigation

170. The main risks and potential mitigation measures are:

Main risks

Potential mitigation measures

SYR lose their legal status (not renewing) and ‘fall
out’ of ongoing project activities.

The project will engage in policy dialogue with government authorities tc
prevent beneficiaries drop out.

Delay in early project implementation

Intensive training of PD staff and use of NGOs and service providers.

Uncontrolled imports from Syria destabilizes the
dairy market in Lebanon.

The GolL is committed to control the Syrian boarders, combat
smuggling. The number of small ruminants entering Lebanon has
started declining.

Influx of Syrian refugees continues to rural
communities, add more pressure on infrastructure
and food demands, and thereby increases food
prices including milk products.

The project will assist the GoL to improve rural infrastructure and
increase milk productivity. The project will partner with international
and national institutions and NGOs to leverage support to
communities hosting Syrian refugees.

Unregulated importation of cheaper milk products
suppress local initiative to increase dairy
production and value addition through modern
processing.

The Ministry of Agriculture has recently initiated a more inclusive
process, convening stakeholder’s fora to discuss various issues
concerning the dairy sector, including milk price. The project will
support the MoA'’s initiative ensuring a regular frequency in the
organization of these fora and facilitating smallholder farmers and
small scale processors participation.

Disease outbreaks (FMD, PPR etc.) may cause
significant economic losses to dairy producers and
processors if contingent and prophylactic plans
are not effectively and efficiently funded and
implemented by national veterinary authorities.

The Government has put in place, but insufficient, mitigating factors
for disease control as there are regular vaccination campaigns
against these diseases. The project still assist in building the national
capacity to mitigate risks of disease outbreaks.

The effect of climate change would have
significant impact on natural resources, in
particular pasture and forage/crop production,
affecting seasonal available grazing, and thereby
reduce nutrition and consequently lactation levels
of traditional and improved breed cattle.

The project will educate participating dairy farmers on forage
conservation techniques as well investment in pasture improvement
and conservation at farm level. The project is expected to promote
investments in climate-resilient and low-carbon post-harvesting
procedures, drying/cooling, processing and value addition to generate
reductions in product losses and increase farmers and rural labourer
incomes.
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IV. Project costs, financing, benefits and sustainability

A. Project costs

171.

LEBANON

The total project costs, for a period of six years, are estimated at USD 12.5 million or
LBP 19.7 billions. All costs have been estimated on the basis of prices prevailing in Lebanon
in April 2017. The base cost amount to USD 11.8 million (90% of total costs). Investment costs
represent 64.6% of total costs. Operating costs accounting for only 35.4% of total costs.
Physical and price contingencies account for about 9.5% of total costs (table 1). A complete
set of summary tables and detailed costs tables will be in Appendix 9.

Table 1: Components Project Cost Summary

Harmonized Actions for Livestock Enhanced Production and Processing (HALEPP)

Components Project Cost Summary (LBP) (US$)
Local Foreign Total Local Foreign Total
1. enhancing competitiveness of smallholder dairy production 6 451 425 000 1352 325 000 7803 750 000 4300 950 901 550 5202 500
2. Improving small-scale value addition and access to market 3985 260 000 989 160 000 4974 420 000 2656 840 659 440 3316 280
3. Project Management and Support 3667 440 000 404 760 000 4072 200 000 2 444 960 269 840 2714800
Total BASELINE COSTS 14 104 125 000 2746 245 000 16 850 370 000 9402 750 1830830 11233580
Physical Contingencies 237 755 250 135812 250 373567 500 158 504 90 542 249 045
Price Contingencies 1280 583 445 125319018 1405 902 463 853 722 83 546 937 268
Total PROJECT COSTS 15 622 463 695 3007 376 268 18 629 839 963 10414 976 2004918 12 419 893

172.
173.

174.

175.

Project Financing. Detailed financing tables are summarised in Appendix 9.

The IFAD USD 600,000 grant financing aims at assisting the PMU in (i) conducting the base
line survey and better targeting and gender focus; and (i) promoting advocacy of
smallholders’ dairy producers and processors as important actors within the dairy
stakeholder’s platform for inclusive policy dialogue. The IFAD loan of USD 4.9 million (or
44.2% of total costs) serves to finance items such as vehicles, equipment for extension,
preparation and production of training and learning materials, AT and equipments for
revamping the surveillance system, trainers and training material for supporting value
addition, renewable energy applied to the dairy sectors, improvement of access to rural
finance, project management and M&E.

The FARMS grant of USD 5 million (or 36.4% of total costs) will be used for improving access
to employment in agriculture and agro-processing, subcontracting NGOs for extension,
training of TVET, acquisition of ear tags, Providing laboratory kits for surveillance, Support
private vet., supporting on/off farm dairy processing, Supporting access to market, TA for
rural finance and M&E.

The Government will make a contribution of USD 1.8 million (or 13.8% of total costs). This
contribution will cover Project support salaries of PCU Staff, taxes, and running costs of
vehicles. Beneficiaries will participate to on/off farm dairy processing equipments (by 20% of
costs of these items). This participation is estimated at USD 0.2 million, equivalent to 1.2% of
total project costs.
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Table 2: Components by Financiers (USD’000)

Borrower/

IFAD loan IFAD grant FARMS Beneficiaries counterpart Total
Expenditure category Amount % Amount % Amount % Amount % Amount % Amount
1. Vehicles 400 68 - - - - - 200 320 500
2. Equipment and 500 22.6 - 1500 705 200 6.9 - - 2200
materials
3. Technical assistance 500 14.3 - 2700 85.7 - - - - 3200
5. Studies and 600 49.1 600  50.9 - - - - . B 1100
workshops
6. Training 500 41.3 - 700 587 - - - - 1300
7. Salaries 900 39.7 - - - - - 1400 60.3 2300
8. Incentives 1400 100 - - - - . B 1400
9. Operation and 300 53.5 - - - - 300 46.5 500
maintenance
Total 4900 39.4 600 4.6 5000 40.5 200 1.2 1800 14.2 12 400

B. Summary benefits and economic analysis

176.

177.

178.

Financial analysis. Both the financial and the economic analyses are based on dairy activity
budgets. Eleven models relates to dairy and the support of dairy value chain activity models
have been considered in the analysis. Individual livestock budgets have been used to
calculate the value of production net of inputs and labor costs. Livestock models included in
the analysis encompass sheep, goats, and cows models as well as a model combining cattle
and small ruminants. Dairy activities could be adopted by smallholder dairy farmers and agro-
pastoralists. Eleven models reflects different agro-ecological conditions in Lebanon are
analysed: Model 1 (4 cows selling milk to Hallab), Model 2 (7 cows selling milk to Hallab),
Model 3 (4 cows process milk and selling dairy products), Model 4 (7 cow process milk and
direct sale of dairy products), Model 5 (Goat, sedentary system with 50 adult female goats,
grazing public land and adding concentrate, selling milk to Hallab), Model 6 (Sheep, semi-
nomadic farming systems with 120 female sheep (Awassi) where producers have no land and
pay a rent for accessing rangelands, direct milk selling to Hallab), and Model 7 (and a
combination of 7 cows selling milk to Hallab and 50 adult female goats of Model 5). Four
processing units models: Model 8 (500 liter off-farm milk processing to yogurt (leben), Model 9
(off-farm 500 liters milk processing to Lebneh), Model 10 (Off-farm 5,000 liters per day milk
processing), and Model 11 (off-farm milk processing into new dairy products-5,000 liters daily
capacity).

For activity models for dairy/processing units, the increase is due to the use of new
technologies and good agricultural practices. In terms of inputs costs, feeding cost represents
the main costs. The tendency is at an increase for fodder use and a decrease for concentrate.
The adoption rate in all models follows an S shaped curve.™

Dairy activities show high financial returns due to the proposed project activities. The models
show a net income per animal per year of around 50%. The good financial performances in
terms of FIRR and FNPV are achieved despite the relatively high cost of inputs including
feeding cost per animal and labour costs. The IRR range from 18.3% to 25.7% for the four
cows and mixed models. The IRR for the two small ruminant models is 14.7% to 19.8% (goat
and sheep models). The dairy processing models present an average FIRR of 15.2%.
Employment opportunities created per livestock and processing units models indicates that
around 12,600 employment will be created with 85% in the livestock farming system (Model 1
to 7) while 25% will be created through processing models (Models 8 to 11).

%504 in year 1, 10% in year 2, 20% in year 3, 30% in year 4, 40% in year 5, 50% in year 6, 60% in year 7, 70% in year
8, 80% in year 9 to year 15.

33



Republic of Lebanon
Harmonised Actions for Livestock Enhanced Production and Processing (HALEPP)
Detailed design report

179.

180.

181.

182.

Economic analysis. The computation of economic costs is derived from financial project
costs, by excluding transfers such as duties, taxes, and price contingencies. The analysis is
undertaken in constant terms with a constant exchange rate of LBP 1,500/USD. The
opportunity cost of capital (OCC) is assumed at 9%™ to take into account the country and the
currency risk on Lebanon. Labor cost has been shadow priced at conversion factor of 0.75 to
stand for market imperfections.™ Inputs and outputs are adjusted in the economic analysis by
eliminating taxes as transfer payments for tradable items. The flat tax rate applied is 11%. The
project has an EIRR of 16.2% and a positive economic net present value (ENPV) of USD 22.2
million suggesting a feasible project.

Sensitivity and risk analysis. The project is robustness with an increase in costs/decrease
in benefit. Costs should increase up to 270% or benefits should drop to 73% to reach the 9%
OCC. The price of milk needs to decrease at least four times in order to have an EIRR less
than 9%. The feed cost increase by 10% to 30% shows that HALEPP is still worthy and the
impact of feed cost rise on overall project profitability is limited. The project is still worthy with
delays in benefits of 1 to 3 years. Even in case of a simultaneous change on both costs and
benefits, the project is still worthy with an increase of costs by 20% and a decrease of benefits
by 20%. But an increase of costs by 30% with a simultaneous decrease in benefits by 20%
generates an EIRR less than the OCC (Appendix10).

Models M2, M3, M5, and M10 are the most influential models in HALEPP (Appendix 10).
Livestock fertility and lactation are the most influential parameters in the project, and more
focus should be drawn to them in order to ensure the profitability of the project. The
probability distribution of the EIRR (graph 1) shows that there is 93,6% chance of having an
EIRR greater than the OCC. Within the probabilistic context, the most likely value of the EIRR
is 15.88%.

Graph 1: Probability distribution of the EIRR of HALEPP project
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The HALEPP project is robust and worthwhile, especially if we consider the conservative
assumptions made in the computation of the benefits. The project therefore has a positive
impact on household welfare and allows smallholder dairy producers and processors a higher
propensity to participate to its activities. Moreover, the project will have a multiplier effect and
higher marketing value added.

' The OCC is higher than the deposit rate (7.08%). The Lebanon Central Bank (LCB) used a long-term fixed deposit
rate of 7.08% for 7 years, 6.74 % for five years, 6.5% for three years, and 5.35% for one year.

2 The conversion factor is used as in similar projects in Lebanon such as HASAD project (2010) and HASAD
supplementary fund (2012).
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183.

184.

Social Cohesion. In addition to economic and financial benefits of the project, it would also
be a good source of social cohesion between the Syrian refugees and the host Lebanese
communities affected by the Syrian crisis. HALEPP contribution to social cohesion would be
stem from at least three aspects: (i) the design of HALEPP has taken into consideration an
important lesson from previous donors support to the refugees whereby, the initial
international response was purely humanitarian and targeted to Syrian nationals only, failing
to not harm the already fragile and shocked Lebanese system and the relations between the
refugees and their host communities. HALEPP is therefore designed in such a way to
respond to the needs of the smallholder dairy producers and processors from both Lebanese
population and the Syrian refugees in the communities affected by the crisis. By focusing
equally on host communities and refugees, this ensures the projects’ inclusive approach will
help build positive relationships between refugees and local communities in order to minimize
tensions and create more resilient and tolerant societies; (ii) HALEPP, through intensive follow
up and monitoring of implementation, would help prevent service providers contracted by the
project from taking advantage of Syrian refugees’ vulnerable situations. The equal treatment
of both groups by the service providers would reduce tensions among host committee and
refugees; and (iii) the skills improvement programme for the young Lebanese and Syrian
refugees is a win-win initiative. On one hand the Lebanese employers would find at their
disposal a pool of skilled farm assistants. On the other hand, the trained Syrian refugees
would enhance their chances of employment.

Impact on Food security. HALEPP would have a positive impact on food security for the
Lebanese and Syrian households in project area for three reasons: (i) for smallholder dairy
farmers and processors some of the extra milk produced would be kept for home
consumption, (ii) sales of milk and other dairy products would generate extra income, hence
food security, and (iii) indirectly, HALEPP investment in production and processing and in
skills improvement of young Lebanese and Syrians would create employment in agriculture
and dairy sectors which in turn would generate income for the purchase of food and other
items. The particular focus of HALEPP on women would further enhance the significant role
that women play in household food security, dietary diversity and children's health. The project
training programme would include awareness and sensitisation of women and local
communities (Lebanese and Syrian) on the importance of children balanced diet and hygiene
aspects.

C. Sustainability
Technical and financial sustainability

185.

186.

187.

The design of the various vocational and extension training activities for dairy production and
processing and for other skills improvement will be tailored in a manner which will be relevant
for the women, youth and smallholders for employment generation, self-employment and
enhancing agriculture and dairy production and processing.

All investments in dairy processing will be undertaken based on a clear plan for their
ownership, operation and management. The Project will in each case assist the home-based
and smallholder processors and their associations and organisations to develop a plan which
shows the management requirements and the types of user fees to be levied to run the
operation on a sustainable basis.

The Project’'s emphasis is on building local capacity for services which the dairy producers
and processors, individually or through their associations or cooperative, will be willing to pay
for, such as artificial insemination services, animal vaccinations, improved animal feed, etc.
Links would be established with the private sector service providers and goods suppliers for a
sustainable business arrangement with the smallholder producers and processors.
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188.

189.

190.

191.

The enhancement of milk and dairy products quality would enable the smallholders to
establish long lasting business links with market outlets and local consumers who are willing
to pay a quality premium.

The establishment of stakeholder’s platform with participation of smallholders’ dairy producers
and processors, would be a good opportunity for this group to voice their concern visa-a-vis
the dairy industry and regulatory processes. The main issues addressed by the platform could
be (i) quality issues and how to establish a quality payment system; (ii) price negotiation and
regulation, with the aim of having a fairer price mechanism that benefits better to
smallholders; and (iii) participation in policy processes.

The project would promote the linkage of target group to formal financial sector for lending in
the dairy sector. A product will be developed and tested by three to five FIs selected on a
competitive basis with technical support from the project. This initiative would demonstrate t