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A. PROJECT FRAMEWORK

INDICATIVE CALENDAR

Milestones Expected Dates
Work Programffr overall SIf) June 2007
Ethiopia PIF approval December 2007
CEO Endorsement/Approval April 2008
GEF Agency Approval April 2008
Implementation Start October 2009
Mid-term Review March 2012
Implementation Completion September 2014

Project Objective: To increase household income in Lake Tana Watertinedgh Sustainable Land Management (SLM) pragti€his
encompass creating an enabling environment for Sittdngthening tenure security and addressingrdtgdgm of household energy, while
improving land productivity and ecosystem integetyd simultaneously conserving globally significhiaiogical diversity and protecting
international water sources.
et | mesmen [ o o | e | 108
Components , Tsﬁ,Aor xpected Outcomes xpected Outputs (000 % (000 % (
3$) $)
1. Investment,| 1.1.Community- 1.1.1. Local level participatory integrated 2,500 17.24| 12,000 85.76| 14,500
Community- | TA based integrated | watershed management plans produced (700
based watershed micro watersheds plans: each 200-500 ha)
: 1.1.2. Appropriate livestock production system
integrated ma_nage_ment_ ] identified & promoted (1,000 ha of natural
watershed options identified pasture enriched)
management and adopted 1.1.3. Appropriate forest development and
management system identified & promoted
(17,000 ha of degraded lands rehabilitated)
1.1.4. Appropriate SWC/SLM measures
These outcomes identified & promoted (32,500 ha of land
deliver on SIP IRs 1 | covered)
and 3 1.1.5. Biological diversity of local and global
significance protected (At least 20 core
conservation sites)
2. TA 2.1. Enabling 2.1.1. Wetland, grazing land and forest policies 1,000| 20.41| 3,900| 79.59| 4,900
Development policy and legislation developed (3 regional policies a
of effective environment and |26%SZI‘rj\tIEI?(ins)ting policies and legal frameworks
.and . mStltuFlonal pertaining to SLM revised, updated and
Innovative capac!ty for SLM popularized (Land use policy, fishery legislatio
SLM estab!lshed and RCS and AFAP)
approaches effective 2.1.3. Institutional capacity strengthened
2.1.4. Local institutions for promoting SLM
These outcomes identified, established and strengthened (at lea
deliver on SIP IRs 2 | 350 local institutions)
and 3 2.1.5. Proper coordination with the WB and
UNDP SIP operations planned for Ethiopia
ensured
Investment,| 2.2. Rural land 2.2.1. Land certification supported and enhanc 500| 22.73| 1,700| 77.27| 2,200
TA administration/ (Land use certificates issued to 100% of dema
tenure security . .
strengthened and 2.2.2. Property planning processes formalised,
supported and enhanced
new systems
accepted
This outcome
deliverson SIP IR 2
3. Project management 400 9.76| 3,700 90.24| 4,100
Total project costs 4,400 17.12| 21,300 82.88| 25,700




B.

C.

INDICATIVE FINANCING PLAN SUMMARY FOR THE PROJECT ($)

Project Preparation * Project Agency Fee Total

GEF Grant 350,00( 4,400,000 440,000 5,190,000

Co-financing 45,000 21,300,000 21,345,000

Total 395,000 25,700,00(15 440,0q0 26,535,000

* Funded under GEF-3 (included in the fotal

INDICATIVE CO-FINANCING FOR THE PROJECT BY SOURCE ($), IF AVAILABLE

Sources of Co-financing Type of Co-financing Amount
Project Government Contribution In-kind 2,800,000
GEF Agency Soft Loan 7,500,000
GEF Agency Grant 7,500,000
Beneficiaries In-kind 3,500,000
Total co-financing 21,300,000

PART II: PROJECT JUSTIFICATION

A. STATE THE ISSUE, HOW THE PROJECT SEEKS TO ADDRESS IT, AND THE EXPECTED GLOBAL

ENVIRONMENTAL BENEFITS TO BE DELIVERED

A.l. Problem statement: Land degradation in theeL&lana Watershed. Ethiopia has a rich natural and
cultural heritage. However, with a per capita ineoaf only US$ 120 per annum, it is one of the pstbre
countries in the world. Agriculture generates agpnately 50% of the GDP and 90% of export earnings.
Despite its importance, agricultural performance imaproved little over the past 50 years and foszlisty

has deteriorated. Eighty-five percent of the cogsatipopulation live in the rural areas and depemd o
subsistence agriculture. The recently completed Ria Accelerated and Sustainable Development td En
Poverty (PASDEP) shows that out of the estimatguufadion of 70 million, 45% are below the poverityel

and approximately six million people are depenaentood aid, even in a normal year.

There is growing evidence that, at the core of dashagricultural productivity and chronic food awurity,

is degradation of the natural resource base irfEthmpian highlands on which the overwhelming numtfe
the rural population depend for their survival dindlihoods. Rough estimations indicate that, oprage, 2-
3% of the agricultural GDP is lost annually dueland degradation. About 85% of the land surface is
considered prone to moderate to very severe sgiladation. Land degradation - coupled with higimelie
variability - is considered one of the factors legdo food insecurity and rural poverty.

Despite the existence of a number of best practiuast efforts have failed to comprehensively askitbe
problem. Some of the key reasons that may explast failures include: (a) lack of coordination and
cooperation among development partners and amdiegedit sectoral branches in the government, aha (b
narrow, project-specific or ad-hoc approach topghablem, which does not capture the cross-sectatalre

of land degradation and cannot systematically addits root causes. In response to these challenmgketo
leverage the scope and impact of existing and pldr8LM interventions, the Government of EthiopiaEp

is committed towards adopting a more programmatior@ach to address land degradation and promoting
SLM. This operation, co-organized by IFAD and thegR®nal Government of Amhara, will be part of the
GEF/SIP operations in Ethiopia (see below and sedil), supporting the GoE in its effort to tackénd
degradation.

A.2. Project strategy: Out of the estimated 112lionil hectares total national land area, the Etlaiopi
highlands occupy approximately 45% and form thereeaf economic activity. Over 85% of the country's
human population and 75% of the livestock are foumnthese highlands. The highlands are the sourtdeeo
country’s major rivers (including the Blue Nile) cdhrare characterized by enormous diversity in egglog
environment, agriculture, economy society and caltiHowever, the highlands’ ecosystem function and
service delivery have been weakened by the widadpseoblems of natural and accelerated soil erpsioih
fertility depletion, a fuelwood crisis leading teefdrestation, overstocking and thus overgrazingl an
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growing human population pressure resulting in laiegradation. Land degradation coupled with high
climatic variability renders the rural populationcieasingly vulnerable to recurrent drought andifi@m
Agricultural productivity is also very low; for itence the current average annual cereal yield tharorder

of 1.15 t/ha.

The GEF operation will be designed to promote suskde land management (SLM) practice in the Lake
Tana Watershed (LTW) and disseminate these goadigea across Ethiopia. The project will have twaim
components, (1) Community-based Integrated Watdréh@nagement, and (2) Institutional, Legal, Policy
Analysis and Reform. The activities implemented Wi closely monitored and evaluated with succéssfu
initiatives replicated and upscaled. Best practicé®th from outside sources and from local inniovat and
alternative livelihood options will be demonstrgtadd greater emphasis will be given to upscaluagassful
practices. The main activities will focus upon ilmgng agriculture, grazing, forestry, and water ageament
practices, since these are the primary driveramd Idegradation in Ethiopia, and more specificalig, LTW.
The project will also promote community-based atities for the establishment of sustainable motigls
irrigated agriculture. The proposed project willlwat the government, community, and individualelevto
generate capacity and incentives for improved Slisicfices. Component one covers all these activities
Component two will create an enabling environment istitutional capacity at the local and regioleakls

to mainstream SLM principles into regional policistrategies, and action plans pertaining to atjuice
forestry and water development. This component aldb ensure that proper coordination with the otieer
SIP complementary operations planned for EthiopiB,( GEF ID 2794, and UNDP, GEF ID 3366) is
established, promoting synergies and avoiding dapén (see also section D below).

The project activities will focus on the Lake Tawatershed (LTW) in the Amhara National Region State
which represents the core of the highlands. Theenshéd covers approximately 15,000 km2 and
encompasses Lake Tana - the largest freshwater ino&ghiopia and the source of the Blue Nile. The
monasteries and churches within and near Lake @engewels in the crown of its cultural heritags.dcenic
landscape and the Tis Abaye Falls are major toatisactions. Due to its unique and isolated laapsec
which includes forested islands, immense and vawetlands, and high mountain areas, the Lake Tana
watershed hosts a wide variety of fauna and flord i@ renowned worldwide for its globally important
endemic plants, birds and mammals.

The total project cost will be US$ 25.70 millioxckuding the preparatory grant. The GEF will cdmtitie
with US$ 4.4 million (17.12 %), while total cofineing (US$ 21.3 million) will be provided by IFAD &$
15 million, through a US$ 7.5 million loan on higldoncessional terms, complemented with a gratiS$
7.5 million), the GoE (US$ 2.8 million) and the leéniaries (US$ 3.5 million). GEF contribution and
cofinancing are shown in tables B and C. Detailthefloan will be provided in the full project danant.

The project will be also part of the SIP, a regimteategic multi-donor program designed to upstadearea
of African cropland, rangeland, and woodland urgletainable management. The operation deliverfi®n t
SIP goal, objectives, and more specifically wilbyide measurable results that aggregate up toetiemnal
program level across key SIP intermediate reshitdirect alignment with the SIP, the operationsangts the
Ethiopian Federal and Regional governments in #if#arts to design and manage programs of activitiat
advance SLM mainstreaming, improve governance 1dvi,.Sand catalyze investments that: (i) address
weaknesses in the enabling environment that higdénd scale up; (ii) apply practices on the groundtth
simultaneously help secure ecosystem servicesnangbise productivity of croplands, pasture and \eoats,
and (iii) scale up land area under more sustainataragement in recognized priority areas (LTW,his t
case). The project outcomes will facilitate theiaeément of three of the SIP Intermediate ReslR¥ i( the
country: IR1, through the identification and dentoaison of innovative approaches and implementatbn
SLM schemes (project component 1); IR2, via theettgament of skills of government and communities fo
dialogue and negotiation (component 2), and IRBuilh the generation of local incentives for sumsthie
production (components 1 & 2).

A.3. Global benefits to be delivered: The propasidlibe designed to achieve Global Environmentah&és
(GEBs) under the Land Degradation Focal Area (LD hose purpose is to foster system-wide change to
control the increasing severity and extent of lalegradation in order to derive GEBs through SLM. In
addition to the direct social, economic, and envinental benefits that will be gained from addregdand
degradation in LTW and beyond, the project, throtighuse of SLM practices, will: (i) improve theeagrity

of ecosystems and their functions; (ii) increasaa stocks and reduce carbon emissions in SLMedea
areas; (iii) preserve and restore particular natabitats contributing to improved ecosystem ditgband
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protection of biodiversity of global importancey)irehabilitate wetlands and their globally sigrefint
biodiversity; (v) reduce sedimentation in riversdastreams protecting water sources of international
importance. A further indirect benefit potentiajlielding GEBs elsewhere is (vi) the contributionatonore
programmatic approach to SLM at national levelJudmmg more investment in SLM, through the National
SLM Framework and Platform. These practices argbles will be compiled and made available for adwpti

in other watersheds of the region and of the nation

. DESCRIBE THE CONSISTENCY OF THE PROJECT WITH NATIONA L PRIORITIES /PLANS:

Both the federal and the regional governments lcawsistently shown a strong commitment to address t
issue of land degradation. There is a great ndtamregional sense of urgency. This is expressedrious
plans and strategies - for example the PASDEP dpedlin 2005 (see A above). The country had preijou
also developed the “Conservation Strategy of EthlogCSE) in 1997 with the help of the World
Conservation Union (IUCN). The National Action Pragp (NAP) to Combat Desertification was prepared
through a participatory process; with consultattbmelevant governmental agencies and NGOs, abdiety,
grassroots level communities and professionalé988. The National Biodiversity Strategy and Actlian
(NBSAP) document was prepared in 2005.

The Government of Ethiopia has committed itseliéweloping a programmatic framework for SLM, and ha
undertaken important steps in this direction - ass wioted recently (May 2007) by a joint NEPAD/WB
mission to the country. The GoE has set up a NaltiShM Platform under the leadership of the Mirnjisbf
Agriculture and Rural Development, comprised of atinsectoral and multi-stakeholder National Stegri
Committee and Technical Committee, and supportedh [8ecretariat. This scheme will be replicated at
regional level, establishing Regional SLM Platforriitie GoE is also organizing a Framework/Program-
based Approach for SLM, supported by several iattisnal donors and NEPAD. The activities implemdnte
under the proposed operation will help Ethiopia endgwards a more cross-sectoral and programmatic
approach to SLM through, inter alia, setting up gndling a regional platform for SLM in Amhara reqgi
which could help act as a model for other regiansvell as forming an important pillar to supportioaal
platform.

Various development partners, under the Developmeststance Group (including AfDB, FAO, GM-
UNCCD, GTZ, IFAD, the Royal Norwegian Embassy, UNOIRe WB, and WFP) are aligning to this
platform. These partners are committed to contelliathnically and/or financially to the implemerdatof

the SLM Investment Framework. The UN System in @&ld has given priority to creating partnerships to
support government-led strategies to address SLMsE strategies assist in shifting from humanitaria
assistance to longer-term sustainable developnmeaugh harmonization and coordination. The initiesi
under the National SLM Framework will be alignedtwihe Poverty Reduction Strategy and relevanciasli

at regional level. NEPAD’'s Comprehensive Africa isgiture Development Programme (CAADP) is
particularly relevant in this respect with its praxp for "Extending the Area under Sustainable Land
Management" (Chapter 2). The project is also atigweNEPAD's Environmental Action Programme (EAP) -
and especially its Programme Area One, "CombatiagdLDegradation, Drought and Desertification" -
through its proposed CCD-aligned actions on thégetmn, and community-based management, of dedrade
biodiverse ecosystems.

. DESCRIBE THE CONSISTENCY OF THE PROJECT WITH GEF STRATEGIES, STRATEGIC PROGRAMS AND THE
SIP:

The project will promote Strategic Objective 2 b€tGEF LD FA (“To upscale sustainable land managéme
investments that generate mutual benefits for tblead) environment and local livelihoods”) and thpected
outcomes will include benefits for the communitiesm applying and disseminating SLM practices, #rel
systematic application, at national scale, of snabde, community-based farming and forest managéeme
systems. It will also contribute to Strategic Olipge 1 ("An enabling environment will place SLM the
mainstream of development policy and practice gtoreal, national and local levels") and the expecte
outcome is the creation of an enabling policy emwnent and institutional capacity building. The pwsal
fits into Strategic Program 1, “Supporting SusthleaAgriculture and Rangeland Management”, workimg
areas of intense competition for land resourcesateprone to severe soil erosion and loss offedility.



The project will be also a constituent part of tB&ategic Investment Program for Sustainable Land
Management in Sub-Saharan Africa (SIP), contrilmutmits long-term Program Goal. WB and UNDP have
related SIP operations in the country with whidk tiperation will be coordinated (see section [

. OUTLINE THE COORDINATION WITH OTHER RELATED INITIATIVES

As part of the SIP, the project is aligned to tleerAfrica initiative for SLM in Sub-Saharan Africégllowing

its principles and recommendations, among themctwdination and sharing of information with other
stakeholders at national and regional level, aedetigagement and participation in a programmagionifor
the sector in Ethiopia (through the SLM NationahtRirm). Under the TerrAfrica Business Planning
Framework, Objectives 6 and 7 advocate the masnsireg of SLM into development strategies and policy
dialogues at various levels. This recommendati@ddressed through project component 2.

Three GEF Implementing and Executing Agencies areeatly preparing initiatives for SLM to be funded
under the SIP in Ethiopia: IFAD, UNDP (“SLM CapaciBuilding in Drylands of Ethiopia”) and WB
(“*Sustainable Land Management Program”). The tlagencies have coordinated closely the preparafion o
their future operations under the National ProgratienFramework for SLM, and they have agreed to
formulate their proposals with a common backgro(sge A.1) to show how the three operations wilhtjgi
contribute to the same broad objectives. The projgt build partnerships by securing synergies and
complementarity with other poverty reduction ang-SLM programmes initiated by the government and
donors. To ensure coordination, the PIF has baenlated among the main related stakeholders béfore
submission. The National SLM platform will ensuhne toordination of operations during the formulatimd
implementation stages.

Furthermore, a national mechanism has been dewklapecoordinate all sustainable land management
activities. This mechanism is facilitated througdtional platforms and a steering committee chalnedhe
deputy Prime Minister, and is responsible for mahity financial and technical resources to addters
degradation. As LTW is situated in the Nile Bashe project will build partnerships by securing engies
and complementarity with the GEF-funded "Easterle MVatershed Management Project" (GEF ID 3398).
This project is aimed at developing a sustainabdesboundary framework for watershed managemethiein
Eastern Nile basin and at improving natural resedrased livelihoods and reducing land degradafitis
close cooperation will help to establish the grotorch regional platform and steering committee.

. DISCUSS THE VALUE-ADDED OF GEF INVOLVEMENT IN THE PROJECT DEMONSTRATED THROUGH

INCREMENTAL REASONING :

E.1. Baseline scenario: Under the existing scenaiorent approaches to address land degradatibbn wi
continue to be adopted. These responses, howeag, fallen short of expectations due to an entrethcet

of barriers in the enabling environment of the dounThese barriers include, among others: (i)titidegree

of cooperation and coordination between stakehe]déi) ad-hoc/project specific interventions (ofte
focusing on the symptoms of the problem rather tranoot causes and/or barriers); (iii) limitedeatton to
the factors that enable the adoption and replicatib SLM; (iv) insufficient dissemination of SLM
approaches; (v) lack of institutional capacities] &vi) weak policy formulation and enforcement. aAsesult,
the key factors leading to land degradation wilt be substantively or comprehensively addresseds Th
would result in continued degradation of productarel non-productive land-use systems with conséquen
loss of ecosystem function, and thus loss in glbliadiversity benefits, and increase in carbonasds from
vegetation loss. Some global environmental benefdy be generated under the existing scenario ity we
designed individual projects. However, the scalthefprojects was insufficient for them to havegmisicant
and lasting impact over time.

Throughout the country, IFAD works with the goveemhof Ethiopia to develop and finance programs and
projects that enable rural poor people to overcposerty themselves. These programs cover pastock la
management, agricultural research and trainingicatrral marketing improvement and micro-finanging
using highly-concessional loans and grants. Itastevnoting that IFAD tackles poverty not only akeader,

but also as an advocate for the rural poor. ltdilatdral base provides a global platform to discusportant
policy issues that influence the lives of rural ppeople, as well as drawing attention to the edityrof rural
development in meeting the Millennium Developmew&a(s. In the Amhara State, IFAD is supporting three
programs: the "Participatory Small-Scale Irrigati@evelopment Programme" (PASIDP); the "Rural
Financial Intermediation Programme" (RUFIP), and tAgricultural Marketing Improvement Programme”
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(AMIP), which together represent the baseline sibma The PASIDP is a programme which provides an
opportunity to reform the way in which small-scalégation development is carried out in the coynfrhis
program's objective is to establish a participafmmycess for small-scale irrigation by reinforcmgense of
ownership of the schemes. On its turn, the IFADHdFIP, co-financed by the AfDB, is assisting micro
finance institutions to increase the delivery ofaficial services to more than 1.5 million househaldd to
provide improved access to credit for the landigsgth and smallholder farmers, both men and women.
Finally, the AMIP supports the Government’s comnaiito improve agricultural marketing. The mainlgoa
of the programme is empowerment of smallholder &smo engage in and exploit emerging market
opportunities.

In the LTW, land degradation due to unsustainalgecaltural practices, overgrazing, deforestatiord a
mismanagement of water and wetland resources #mregiosystem integrity and functions. These prestic

a result of poverty and population pressure obgjdgire inhabitants to search for short-term solgtieead to

a decline in land productivity, loss of biodiveys{as well as agrobiodiversity) and reduction oti$¥ehold
income. This also threatens the health of importeamis-boundary water resources and globally Sagrit
biological diversity within the watershed. The aifion in turn aggravates overall poverty and furthe
diminishes the livelihood base of millions of pemplho depend on the natural resources for theiivaur

The risks of increased land degradation in the Lan/ substantial. Current resource management geacti
from land-use planning to agriculture, forestry amater management, are failing to maintain andorest
ecosystem function and cannot facilitate sustasalavelopment. With the exception of the NAP, petic
lack specific measures for controlling land degtada There is insufficient attention given for &c
communities' indigenous knowledge in managing theird resources sustainably. While environmental
considerations are included in several of the natidevelopment policies, strategies and legigiatithere is
low level of implementation of these palicies, g#ges and legislations due to shortage of findme&ources,
poor coordination and collaboration among implenmgninstitutions and inadequate technical skill.

This baseline scenario acknowledges that progreserme areas may be achieved. However, it assumaes t
such progress will be slow, uneven, and achieveal lEigh cost due to lack of coordination, duplicatof
efforts, and sub optimal use of resources. Thelin@sscenario also takes into consideration thé tlaat
examples of good practices exist in the watershiedvever, it recognizes that, under the current riess
model, these good practices are unlikely to rehelstale necessary to comprehensively addressahiem,
unless the barriers and bottlenecks as descrilzedatralleviated.

E.2. Alternative scenario: This operation will igtate and complement existing and/or planned SLM
interventions, and will contribute to increase thmpact of interventions and achieve greater ecoasrof
scale using the following approaches: first, targegeographical areas that have been neglecttdtkipast
('high potential' areas); second, focusing on #raaval of key barriers that have so far preventedder
adoption of SLM technologies and practices (e.gurte security, knowledge management, etc.) andllyin
seeking to tie together and reinforce harmonizadiod coordination of the various SLM activitiesrpiad or
implemented by the stakeholders, thus promotingeprogrammatic approach to address land degoadati

The IFAD-GEF alternative scenario will build on thaseline actions by promoting integrated, crossesal
management of natural resources, mainstreaming 81t policy and land use planning, strengthening
institutions and removing bottleneck barriers. Twiatershed management and experience on irrigation
schemes development of the PASDIP will be fed totthis project. The IFAD-GEF operation will alseeu

the marketing support infrastructure and the cradd saving systems being established under the?/Advit
RUFIP as the basis for improving agricultural mairkg including micro-finance. The alternative apgech

will help introducing incentive measures to encgerdocal communities to adopt various new sustdénab
livelihood options. It will enhance the knowledgask and raise awareness among policy makers and the
public. The IFAD-GEF alternative will also enhannaovation and the scaling up of good practiceugtoa
participatory and replicable approach on the grouidreover, the GEF alternative will help to mobdi
additional resources for investment in SLM. Theeralative will deliver, applying the TerrAfrica-SIP
principles and the SLM approach, the global besefiscribed under A3.

Lastly, the basic value-addition aspect of the @BRtribution, in relation to the IFAD co-financirigr this

project, is to mould that contribution into a Lamkegradation Focal Area project, ensuring global
environmental benefits through SLM. The GEF add=ciie extra value through its support to ecosystem
protection/rehabilitation and the other environmaénfocuses: these will deliver incremental global
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environmental benefits, and would not normally h#se=n the primary focus of a solely IFAD-financed
project.

INDICATE RISKS, INCLUDING CLIMATE CHANGE RISKS , THAT MIGHT PREVENT THE PROJECT
OBJECTIVE (S) FROM BEING ACHIEVED , AND IF POSSIBLE INCLUDING RISK MEASURES THAT WILL BE
TAKEN :

F.1. General risks: The main risks that may hirttier successful mainstreaming of SLM in LTW can be
grouped into two categories:

(a) Institutional and policy barriers. The decisimaking process in politics and development hadittomally
been top-down, and a participatory culture has lr@eoduced only recently, being still very limitethis has
negatively affected women'’s participation in deypetent, posing a potential risk to sustainabilitysofme of
the project outcomes. However, the GEF-supporteéelrative has components that specifically aim to
promote participatory approaches, establish loggdmizations and enhance women participation,ngigieir
level of awareness that would lead to an improvadagement of natural resources and sustainability.

Achievement of community-based integrated natugaburces management goals could be affected by the
occurrence of changes in political priorities ahdmges in the priorities of local stakeholders.idkg will be
taken to mitigate these risks by fitting the projew accommodate changes with sufficient flexikilitn
addition, measures like effective communicationhwiey decision makers and policy formulators wid b
taken. Moreover, unforeseen pest outbreaks, climftictuations, and variations in input costs and
availability could affect the successful implemeiata of SLM. The project will mitigate these riskgy
promoting IPM, agricultural diversification, andeusf low cost inputs.

(b) Economic and financial barriers. There is & latrural credit institutions (that do not demaadd and
other property as collateral) to support some iatige practices and self-help activities in SLM.véwer, in
response the project will build upon the traditioindormal savings and loans association (knowigaab) to
adapt it as a rural credit institution or a revotyifund function (with a more conducive Governmgolicy
and outside support) to undertake the conservatimhdevelopment activities at the community anthgd
level. The project will also build on the IFAD-I€Rural Financial Intermediation” (RUFIP), for whi¢tRAD

has provided leadership in the development of sadtée rural financial institutions.

F.2. Climate change risks: With respect to climgtiange, there is a likelihood that various impadtsbe

felt during the life of the project. These will itlsly include more erratic rainfall and a negatirgact on
crop Yields. However, rather than being a 'risk"the project, this is more likely to have the effet
highlighting the positive effects of the SLM managst techniques adopted, as these will help insulat
production systems (for example introduction of @@ species, water harvesting technologies and
diversification) against the effects of climatic riadility. Climate resilient SLM technologies wibbe
promoted and capacity built in adaptation to cliengttange.

. DESCRIBE, IF POSSIBLE, THE EXPECTED COST-EFFECTIVENESS OF THE PROJECT:

The proposed project design offers potential foighh multiplier effect through its up-scaling conmegmt and
direct linkages with the other two GEF SIP operagion the country (WB and UNDP). The integratiortha
proposal in the National SLM Platform, that envisadharmonization, synergies and less duplication fo
higher and differential impact by GEF dollar, wallso contribute to higher cost-effectiveness. Cioattebn
and harmonization will reduce transaction costsduplications.

Regarding the implementation of the GEF operatiéiAD, as both a United Nations agency and an
international financial institution - through itsng standing experience and ongoing programs -prolide
essential strategic support in terms of investrasick implementation. The present estimated codteof3EF
contribution is about 17 % of the total projecttcasplying highly effective leverage on the codircing
institutions. The project management costs (16 %otafl costs, 10 per cent of which will be covebsdthe
GEF grant) are also within international standamfspecially when considering the isolation and latk
resources of the project area. As per the costtefeness, the expected costs per unit, for thed toea to be
brought under SLM and the beneficiaries in LTW, lave: US$ 13 per hectare per annum and US$ 2 pzat he
of population per annum, implying a favourable esi$ectiveness relationship.



However, exact estimation and assessment of theeffestiveness aspects of this project can nofulig
judged at this early stage. This will be furtheaexned during the project inception period.

H. JUSTIFY THE COMPARATIVE ADVANTAGE OF GEF AGENCY:




PART IIl: APPROVAL/ENDORSEMENT BY GEF OPERATIONAL FOCAL POINT(S) AND GEF
AGENCY(IES)

A. RECORD OF ENDORSEMENT OF GEF OPERATIONAL FOCAL POINT (S) ON BEHALF OF THE GOVERNMENT(S):
(Please attach the country endorsement letter(s) or regional endogscment letter(s) with this template).

Mr. Mogos Wolde-Yohannis Date: 1 August 2007
Director General for Environment
Department of Environment

Ministry of Land, Water and Environment
Eritrea

B. GEF AGENCY(IES) CERTIFICATION

This request has been prepared in accordance with GEF policies and procedures and meets the GEF
criteria for project identification ?nd preparation.

Khalida Bouzar ./
GEF Coordinatef,
IFAD

Jestis Quintana
Project Contact Person, PMD
[FAD

Date: 11 December 2007 Tel. +39.06.5459.2210
Email: j.quintana@ifad.org
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