Global Environment Facility

G E F 1818 H Street, NW

Washington, DC 20433 USA

Leonard Good Tel: 202.473.3202
Chief Executive Officer Fax: 202.522.3240/3245
and Chairman Email: lgood@TheGEF.org

January 13, 2006
Dear Council Member:

I am writing to notify you that World Bank, the Implementing Agency for the
project entitled, Nigeria: National Fadama Development Program II (NFDP II):
Critical Ecosystem Management, has submitted the proposed project document for CEO
endorsement prior to final approval of the project in accordance with World Bank
procedures.

Over the next four weeks, the Secretariat will be reviewing the project document to
ascertain that it is consistent with the proposal included in the work program approved by
the Council in September 2004, and with GEF policies and procedures. The Secretariat
will also ascertain whether the proposed level of GEF financing is appropriate in light of
the project’s objectives.

If by February 10, 2006, I have not received requests from at least four Council
Members to have the proposed project reviewed at a Council meeting because in the
Member’s view the project is not consistent with the Instrument or GEF policies and
procedures, 1 will complete the Secretariat’s assessment with a view to endorsing the
proposed project document.

We have today posted the proposed project document on the GEF website at
www.theGEF.org. If you do not have access to the Web, you may request the local field
office of UNDP or the World Bank to download the document for you. Alternatively, you
may request a copy of the document from the Secretariat. If you make such a request,
please confirm for us your current mailing address.

Singerely,

e

cC: Alternates, Implementing Agencies, STAP



THE WORLD BANK/IFC/M.I.G.A.

OFFICE MEMORANDUM

DATE:

TO:

FROM:
EXTENSION:

SUBJECT:

December 5, 2005

Mr. Leonard Good, CEO/Chairman, GEF
Steve Gorman, GEF Executive Coordi nator/ﬁl!
87767

NIGERIA: Fadamall Critical Ecosystem Management Project
Submission for Final CEO Endor sement

1. Please find atached the dectronic file of the GEF Project Document for the above-
mentioned project for your and Secretariat staff’s review, prior to circulation to the Counail
and your find endorsement. The scheduled Board date for this project is February 16,
2006. We would appreciate recalving your response so that we may findize the Bank
Board submissionby January 13, 2006.

2. The GEF Project Document is fully consstent with the objectives, scope, and overdl cost
of the proposal approved a the June 2004 Council meeting. Minor adjustments have been
mede during fina preparation concerning the final determination of component codts and
key performance indicators. GEFSEC and STAP comments were adequately addressed at
Work Program Entry and there are no pending comments expected at CEO endorsement.
GEF Council comments have dso been addressed and modifications to the Project
Document, incdluding how Council comments have been addressed, are detailed below:

A. Moadificationsto the Project Document:

Revigon in Co-financding Amounts

3. At Program Entry, tota project cost was estimated a $54.34 million, comprising
Borrower financing of $5.65 million, Associated IDA funds of $38.67 million and GEF Grant
Contribution of $10.02 nillion Estimated project costs have been revised to include the co-
financing of some aditivities by the African Development Bank (ADB) in the amount of $6.91
million in two of the sx GEF-intervention states. Associated IDA funds remain at $38.67
million The recipient finanang from the approved IDA project (P063622 Second National
Fadama Development Project) is $6.19 million. The recipient is dso contributing an additiona
$0.98 million to the GEF project for a total of Government Co-financing of $7.61million
Detailed project costs were dso revisad to dign the new financing plan with agreed activities
and to adjugt, accordingly, the ratio of expenses to be covered by each of the financiers. Totd
project cost is now $63.22 million
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Minor Modification of the GEF Components

4, Minor modifications of the GEF Grant components resulted in a dight increase of ten
thousand dollars [$10.03], see asfollows:

Components (Brief)  Components (Project Document

Capacity Building $1.44 $1.42
2. Integrated Ecosystem Management
at the Watershed Level $3.58 $4.08
3. Community Sustainable Land
Management $3.90 $3.96

=

4. Project Management, M& E $1.10 $0.57

5. A co-financing letter of confirmation from the Borrower is atached.

Linkage between IDA and GEF Project

6. At Program Entry the GEF Operation was fully blended with the IDA Fadamalll; it has
now developed into a Partidly Blended GEF Operation, which is explained by additiona
preparation work which took longer than expected.

B. Responseto Comments (in italics) by Council Members

Comments from USA Council (addressing land degradation issues):

8. Comment: This issue relates in part to a previous land degradation project
undertaken by the World Bank in Nigeria. In this case, there was a concern that a
previous World Bank project did not incorporate the kind of integrated environmental
management that best practices would suggest as being appropriate. Asa general rule
for all GEF operations, we do not believe that the GEF should be addressing the
problems that previous projects by another international institution created. It should
be incumbent on proposing agency to demonstrate that its previous projects did not
contribute to the environmental degradation that the GEF is subsequently asked to
help mitigate. Moreover, we do not want that the GEF could be put in a situation
where it finances the only environmental component of agricultural development
projects. This is fundamentally inconsistent with the principle of mainstreaming.
Therefore, we believe that a cross-sectoral/landscape approach is a condition that
needs to be set for the underlying project before GEF funds are contemplated for this
type of activity.
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0. Response: It isworth mentioning that the proposed project is fully mainstreamed into
the man Fadama Il. Consequently, in the areas of intervention of the GEF project, the
beneficiaries will be the same as those for the IDA-financed Fadama ll. In this project, GEF
assigance will be ingrumentd in:  enabling Nigeria to maintain the productivity and ecologica
hedlth of the fadama resource base, with potentia significant impact on the regiona and globa
environment, including enhanced capacity for managing fadama resources within a river basin
and watershed plaming context; monitoring, and evauation; information exchange; improved
kills to identify and manage ecologicaly threatened areass, and support for community
investments in ecological sarvices The GEF support, in particular, will address the fadama
productivity through sustainable land management practices that enhance fadama ecosystem
integrity by restoring watershed functions, stabilizing soil loss, riverbank protections, reducing
resource use conflicts and protecting biologica diversity. While the country and fadama users
will no doubt benefit from an enhanced resource base, in the absence of GEF support, the land
and water resources and biologica diversity of regiond and globa sgnification will not be
addressed drategicaly and coherently, and, therefore, opportunity to have sgnificant globa and
regiond benefits from an incrementa investment would be lost. The proposed GEF project will
support: (i) srengthening inditutiond capecity a nationd, locd, and community leves for
fadama—related sustainable watershed/river basin management; (i) piloting a fadama ecosystem
approach in at least two watersheds; and (iii) the adoption of livelihood activities that restore or
maintain ecosysem functions as well as promote the adoption of indigenous sustainable land
management practices (as part of fadama users locd development plans) that enhance the
sudtainability of fadama productivity (detailed in paragraph 11, page 5). Conflict and natura
resource management principles to sustain and improve livelihoods are also maingreamed into
the project.

US Technical Comments (PDF file attached)

10. Comment: “...a number of policy issuesraised by the project are not adequately
addressed in the documentation. First, there does not appear to be a clear methodology
for calculating incremental cost associated with the global environmental benefits of
land degradation projects, since it is not clear where local/national benefits end and
the global benefits begin.”

11.  Response: The methodology for calculating the incrementa associated cost with the
globd environmenta benefits of the Fadama |l GEF project is described in detail in Technicd
Annex 15 (detalled in Table 10, page 93). The methodology will vary from project to project,
depending on the nature of the data available and the project itsdf. In the case of the Fadamalll
GEF project, the incremental costs of each project component associated with GEF finandng
has been clearly identified and separated from the IDA/ADB funded components. The
incremental vaue of the component activities are clearly outlined and costed.  On the benefits
sde, the GEF dternative incorporates calculated benefits as follows. The benefits associated
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with sugtainable uses through the GEF activities are based on the assumption that GEF support
will help to: (i) reduce by 1%-10% the cost of natural resource degradation. The latter is
estimated at about US$5 hillion annudly, and affect 50 million people in the fadama ecosystem
in the Sx project sates, (ii) improve the net present value of production benefits (above the
basdline scenario) by 1% for the fadama usersin the Six project sates, through sustainable land
management practices. Our estimates show that the incrementa cost of US$10.03 million are
offset by an incrementa globd benefit ranging from US$1.5 to US$26 million (with US$12.4
million as the median). These benefits would not have been redlized in the basdline scenario and
are primarily associated with local sustainable land use by Fadama communities.

12.  Comment: ...Second, the (project) raises the question of whether GEF funds
would be used to mitigate the cumulative environmental impacts of ongoing and
previous World Bank Programs. It would be helpful to see an explanation from the
World Bank (...) as well as how they relate to the bank’s own environmental
mainstreaming responsibilities.

13. Response: The GEF funds in this project will not be used to mitigete the cumulative
environmental impacts of ongoing and previous World Bank Programs.  Though the firg
Nationd Fadama Development Project (NFDP-1) helped improve productivity and incomes of
farmers, it dso exacerbated the degradation of natural resources, including depletion of flood
plains and loss of biologicd diversty. The Fadama Il project aopts a Community Driven
Development (CDD) approach, where dl Fadama users will be encouraged to form apex
Fadama Community Associations (FCAs) that would devdop socidly indusve Locd
Development Plans (LDPs) in a participatory manner. The LDPs will explicitly date the
measures to sustainably manage fadama resources and resolve conflicts among the fadama
users. The implementation of Fedamalll with GEF assstance will include a component amed a
identifying and contributing to the sustainable management of critical ecosystems (e.g., entire
watersheds or wetlands, river systems, ground water resources, forest areas or areas of high
biodiversty) which are directly or indirectly impacted by both new fadama areas and
intendfication. In addition, the GEF component will further strengthen the CDD agpproach
through capacity building of FCAs and promote sudanable livelihood activities which are
essentid to the consarvation of critical ecosystems.

14. Comment: (Third)... the blending of funds to undertake nearly identical
activities raises the issues of whether it is possible to monitor and evaluate the impact
attributable to GEF fundsin thisfocal area.

15. Response: It may be noted that it is possble to monitor and evauate the impact
attributable to G2F funds in this project. To take a few examples, in the area of capacity
building (Component 1), the GEF support is designed to use a coordinated approach in
providing specific awareness raisng programs, workshops, and technicd training to
stakeholders. A set of technical and socio-economic tool kits for integrated sustainable land
management a the watershed and fadama level will be developed, induding: planning and
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andyticd tools (eg., GIS for watershed planning and information sharing, for government
offidas in key NRM agencies); sudanable agricultural practices (eg., tillage, crop
mix/rotations, nutrient management, il and water conservation techniques, river bank
protection for farmers); and sustainable harvest techniques for forest and non-timber forest
products and fishing for community members. In addition, given the highly fragmented
inditutiona framework for watershed management a dl levels in Nigeria, this component
includes a review of federd and state policies and regulations, and support for the development
of a framework for dtae leve coordination and monitoring and evauation of watershed
management activities among key dae agencies (environment, agriculture, forestry, naturd
resources).

16.  Smilaly, in the area of integrated ecosystem management (Component 2), the GEF
support would address the technical, socia and locationspecific activities to improve the
management of critical watersheds that ensure fadama productivity and sustainability in afew
(pilot) areas with high potentid for upscaling and replicability. Mgor activities include
srengthening existing watershed planning and coordination mechanism among the relevant Sate
agencies (to complement activities under Component 1), sustainable management of brest
resources for the protection of fadama areas (especidly, supporting the establishment of
community forest reserves in highly degraded and conflict-ridden rain forest and swvannah
areas), developing a lake management plan for a proposed RAMSAR site, and a study and
monitoring activities to understand the impact of upsiream reservoir management and river flow
regime on fadama areas. Furthermore, a monitoring plan will be devised to improve the
management of ground water and shdlow aguifers in selected fadama aress; this plan
complements basdine activities of on-ste water quality monitoring (related mainly to pegticide
use). This Component is actudly an expanson over Fadamalll. Inthe area of community
sustainable land management (Component 3), while under the basdline scenario, the focusis
on traditiond advisory services, including environmentaly friendly practices (particularly, the
promotion of Integrated Pest Management, and irrigation efficiency), whereas, under the GEF
dternative, support would be provided to fadama users, through FCAs, community groups, and
NGOs to adopt sustainable land use and agricultural practices that enhance the structura and
functiond integrity of fadama ecosysems and improve rurd liveihoods. The support to
communities would involve grant co-financing, usng a demand-driven approach for two types
of dternative land use practices. (i) land use changes in critica areas, such as, river banks,
flood-prone or ground water recharge areas, and forest or natural habitats of sgnificant
biodiversty vaues and (ii) sustaindble agriculturd practices in fadama areas added to IDA-
supported LDPs. All these outputs from the various activities are easy to track and monitor.
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Comments from Canadian Council:

17. (i) “the proposal projects a 10 and 15 percent restoration/stabilization of
critical watersheds respectively within 6 years, and in this period an increase in the
income of fadama users....but isslight in detail asto how thiswill be done.”:

18. Response: The point above has been better clarified in the Document (detailed in
Project Description, page 7). In that context it is to be noted that the globa objective of the
proposed project isto enhance the productivity of fadama areas and the livelihood systems they
support through sustainable land use and water management. Thiswill be achieved through: (a)
capacity development for sustainable fadama natura resource management at rational, state,
locd government, and community levels including strengthening indtitutiona capacity for
integrated watershed management, and strengthening community capacity for resource
development planning; (b) integrated ecosystem management in selected watersheds, through
sugtainable management of key forest areas, buffer zones, and wetlands, and improved water
management; and (¢) community sustaingble land use management, through support for
dternative land and/or water use activities, and adoption of indigenous sustainable land
management practices.

19. Detailed ativities include strengthening exigting watershed planning and coordination
mechanisms among the rdevant dates; sustainable management of forest resources for the
protection of fadama areas (especidly supporting the establishment of community forest
resarves in highly degraded and conflict-ridden rain forest and savannah aress); developing a
lake management plan for a proposed RAMSAR dite; and a study and monitoring activities to
understand the impact of upsiream reservoir management and river flow regime on fadama
areas. Furthermore, a monitoring plan will be devised to improve the management of ground
water and shdlow aguifers in sdected fadama areas.  This plan complements the IDA credit
support, which focuses on on-ste water quaity monitoring (rdlaed mainly to agro-chemica
use). Technicd Annex 3 (Results and Monitoring Framework) has aso been revised and gives
full detailson ayear by year basis for addressing the agreed activities.

20.  (ii) “Credibility base of the proposal lacks a solid foundation when so much is
said about how to improve the lot of fadama users without consideration of the basic
land tenureissue.”

21. Response: It may be claified that one the biggest manifestations of the land tenure-
related issues is the recurrent conflicts between agriculturaists and pastordists on the use of
fadama areas (competition over the resources - land, water, forests). One of the objectives of
the main Fadama project is to reduce conflict between fadama users by 50 percent in year Six.
By working with Fadama Community Associations, who will develop loca development plans,
land tenure problems will be resolved for the concerned fadama users, or at least Sgnificantly
attenuated (paragraph 15, page 6). For this purpose, the GEF component of the project ams
a building capacity for responsibly managing land and forest resources. By end of year 1, a
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framework for watershed management will be prepared. By end of project, sustainable land
and water use planning will be adopted by at leest 50 percent of members of Fadama
Community Associations who implement the Loca Development Plans.

(iti) “...there is no mention of gender equality or its mainstreaming into the NFDP
"

22. Response: The proposed Project takes a demand-driven approach whereby al users
of fadama resources, including the marginaized groups, particularly women, will be encouraged
to develop participatory and socidly-indusve loca development plans. Theloca development
plans will provide the badis for support of the activities of the communities under the Project.
Since an underlying objective of the GEF intervention is to empower al communities, training
will be provided to dl community members, including the margindized groups and, especidly,
women, to enable them to gppreciate the significance of effective land use and water resources
management, and biodiversty conservation.  The training for dl members of the Fadama
Communities will ensure that the formulation of local development plans interndizes susainable
water, land and forest resources management practices at the watershed leve for dl the diverse
types of communities, epecidly, the margindized groups and women. The training will be done
by locd facilitators who will be the same as those fadilitating in the case of Fadama Il.
Furthermore, the Bank expects the SFDO to take al necessary measures to ensure that gender
is reflected in the selection and deployment of trained facilitators in order to be fully compliant
with one of the key principles being promoted under the project. Overdl, based on the current
indtitutiond framework in the sector, and the lessons learned from implementation of the
Nationd Fadama Development Program and the Loca Empowerment and Environment
Management Project, the ingtitutional framework for implementation of the proposed GEF
project has been strengthened considerably to ensure gender baance and representation of
margindized groups in community management and micro-projects— loca development plans
(LDPs) will adequately reflect the priority needs of women and margindized groups (detailed in
Project Document, paragraph 37, page 16 and Technicd Annex 6, page 57).

Comments from Swiss Council

23. Comment: Two of the STAP reviewer's comments are not answered
satisfactorily. The points raised are not fully addressed by the responses of the task
team, and are also not fully reflected in the project document.

24. Issue No 5. Thereviewer asksto differentiate between subsistence farming and
commercial export agriculture. The task team’s answer agrees that a differentiated
approach is needed. However it does not elaborate on the relative importance of
commercial and subsistence farming in the area covered and whether these different
types of activities have different implications for the project. Such questions should be
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addressed in the project document, since it could have important implications for the
project, the design needed and its chances of success.

25. Response: The Project Document indicates (p.31) that the farming systems are
predominantly upland subsistence agriculture.  While the fadama areas have potentid for
irrigation, usng underground and surface waters, they remain Hill under-deveoped limiting
ggnificant commercid activities. It is estimated that the average irrigated area per rurad
household is less than one hectare and 90 percent of the farms have less than two hectares of
irrigated land. Farmers use the remainder of ther holding to diversfy their production, by
cutivating rainfed crops rasng livestock, and producing fish. Agriculturd production
techniques have dso remained rudimentary despite many years of work on technology
generation and transfer. Magor crops produced by fadama farmers are okra, yam, sweet
potato, cassava, tomatoes, onions, rice, garden eggs (eggplants) and beans and these are
principally subsstence crops.

26. Issue No. 7: The reviewer points to the need to see local communities as
differentiated socially and economically. Again, the answer of the task team is not
convincing. It is enough to have a bottom-up approach, but approaches are needed
that can deal with power struggles internal to local communities. In this respect, we
miss again information in the project document. How can the project deal with the
diverging interests that different stakeholder groups have?

27.  Theaboveissues will be important during implementation, and should already
be addressed in the planning stage, in order to build up the necessary approaches,
skills and tools. However, it is believed that the project should ultimately be able to
deal with these issues if the management is well aware of them and disposes of
adequate human resources.

28. Response: Thisissueis cearly a the heart of the design of Fedama 1l which moved
from an initid “top-down” design, where Agriculture Development Projects (ADPS) were going
to play a centrd role on deciding what communities need and what resource they would get, to
a “bottom-up” design, with communities in the “driver’s sest” and having access to a Sgnificant
amount of resources ($22 million capacity building component) to enable a genuine process of
sociad mobilization to drive the dlocation of project benefits. This is condgdered a key
development outcome of the project and its achievement is an absolute necessity. In addition,
the establishment of Local Development Plans under Fadama Il (using facilitators and NGOs to
mobilize communities as Fadama Community Associations or other user groups) will ensure that
different community needs, perspectives, and ownership are addressed and interndized in
LDPs. Moreover, the provison of resources to strengthen LDPs and adopt sustainable
agriculture and land use practices would ensure the availability of livelihood options for the
diverse groups of people that are conducive to the conservation of critica fadama ecosystems.
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Comments from German Council

29. Comment: In the Project Executive Summary, the presentation of the approach
remains on a very general level. We recommend considerable improvements in the project
design as well as a more concise Project Executive Summary. Accordingly, appropriate
changes should be made during the further elaboration of the project document and during
further planning steps.

30. Response: The Project Document has been considerably strengthened based on the
above recommendation. Following the Decison Meeting of May 31, 2005, several comments
were made that were incorporated in the Project Document, including the establishment of
linkage (page 5) with the ongoing Locad Empowerment and Environmenta Management
Programme (LEEMP). Theresults framework, in particular, (page 35) was improved upon and
significant emphass was put on the Lessons Learned (page.11).

C. Responseto Commentshby STAP

31.  Comments raised by the STAP reviewer were adequately addressed at the time of WP
Entry (Annex 16 of the GEF Brief).

32. Please let me know if you require any additiona information to complete your review of
the Project Document prior to circulation to Council. We look forward to hearing from the
Secretariat as soon as possible, whether this Document can now be circulated to Council for
their review and receiving your endorsement of the project for Bank Board approval.

Many thanks.

Attachments::
1. GEF Project Document
2. Letter of Cofinancing commitment

3. Signed Minutes of the Negotiations

cc. Messs/Mmes.  GEF PROGRAM COORDINATION (GEFSEC); Hafez Ghanem
(AFC12); J Baah- Dwomoh; Simeon K. Ehui, Azra S. Lodi, (AFTS3);
Wendy A. Wiltshire (AFTS2); Christophe Crepin, Gayatri Kanungo
(AFTS4); Enos Eskuri (ENVTS); Khanna, Wedderburn, Aryal
(ENV); ENVGC ISC, AFTS3 Divisiond Files, Regiond Files
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A. STRATEGIC CONTEXT AND RATIONALE

1 COUNTRY AND SECTOR ISSUES

1 Poverty. Nigeria has experienced weak institutions and governance as aresult of a
long period of political instability. With 60 percent of the 75 million rural population living
in abject poverty, overall poverty is pervasive and deep. The mgjority of the rural population
isdirectly (or indirectly) dependent on the nortoil natural resource base for their livelihoods,
while incomes and productivity in the rural areas are low and stagnant. These issues have
been particularly severe in the area of environmental and natural resources management. To
address rural poverty, the Government of Nigeria has developed an ambitious medium-term
plan to achieve a growth rate of greater than 5% in the non-oil economy, through a National
Economic Empowerment and Development Strategy (NEEDS), expected to be implemented
over the period 2004-2009.

2. The key role of natural resources. Nigeriais endowed with abundant natural re-
sources and ecological diversity. Natural vegetation reflects the topographic and climatic di-
versity. Rainfall gradient, the minimum relative humidity, and the length of the dry season
are the predominant influences on vegetation types. Principal vegetation types range from
dense mangrove forests of the Niger Delta and rain forests of the south, to dry grassland of the
north, and montane grasslands on the Jos and Mambila Plateaux. Soils are largely of the fer-
ruginous tropical type, with alluvial deposits along the mgjor rivers - the Niger and Benue.

3. The services provided by Nigeria's natural resource base constitute the only safety net
for the rural poor, and serve as the foundation of the country’s economy, including agricul-
ture, livestock, water supply, forests, fisheries, and non-renewable energy. Ecological re-
sources and processes support the Nigerian rural life and the local economy through maintain-
ing soil productivity and protection, recycling of nutrients, cleansing of air and water, and
maintenance of climatic cycles. However, unsustainable land-use practices, over-exploitation
of natural resources and weak protected area management, including buffer zones, all pose a
serious threat to the maintenance of ecosystem and habitats, as well as rura livelihoods. Over
time, deforestation, large scale land clearing and floodplain encroachment, mainly for agricul-
tural production, have resulted in severe erosion, leading to the loss of valuable top soil and
significant siltation of water bodies and flooding, directly impacting the sustainability of both
the Niger and Benue River systems, and the larger ecosystems and other riparian countries
they support. Soil loss threatens the agricultural productivity base of communities, while
floods destroy fields and homes, leaving many rural poor vulnerable (see Annex 1 for details).

4. The cost of environmental neglect. Sector work carried out as part of the preparation
of the 1990 World Bank report, Towards the Development of an Environmental Action Plan
for Nigeria (IBRD Report No. 9002-UNI, 1990), noted that land degradation is the country's
most serious environmental problem. Three aspects to the problem were identified: soil deg-
radation, affecting 50 million people with an annual impact in excess of USD 3 billion; water



contamination, affecting 40 million people and costing more than USD | billion to correct;
and deforestation, affecting 50 million people with aloss of sustainable production from for-
est resources worth USD 750 million annually. In aggregate, the annual costs of these sources
of environmental degradation were estimated to be as high as USD 5 billion (at 1990 prices).
Since the country has identified the non-oil sector as the primary focus of its development
priorities, the emphasis on integrated rural development through farming and non-farming
activitiesis now a key pillar of the government’ s poverty reduction strategy. With the in-
creased emphasis on agriculture and rural livelihoods, fadama resources have become a mgjor
focus of government policy and programs, as well as donor support, including two IDA Cred-
its (Report No. 26133 UNI; 24507; 9655-UNI; 8646-UNI). (See Annex 1 for details).

5. Global Environment Issues. Nigeriaisrichin biological diversity, many of which are
of global significance, including 24 species of primates. In addition, 274 mammalian species,
831 species of birds, 19 species of amphibians and 166 species of fresh water fish are also
found in the country. Existing inventories identify 7,895 plant species, 484 of which are en
dangered. As asignatory to the Convention on Biological Diversity and the United Nations
Convention to Combat Desertification (UNCCD), the government has committed to sustain
able natural resource management and use (land, water, air, minerals, forests, fisheries, and
wild flora and faunad) to produce ecosystem services that underpin the existence and welfare
of human life. The National Action Program to combat Desertification which was produced
by the government in 2001 has reported that between 50% and 75 % of Bauchi, Borno,
Gombe, Jigawa, Kano, Katsina, Kebbi, Sokoto, Y obe, and Zamfara States in Nigeria are be-
ing affected by desertification, whereas 10-15% of the lands in Federal Capital Territory, Pla-
teau, Adamawa, Taraba, Niger, Kwara and Kaduna states are threatened. The situation is pa-
ticularly severe in the northern parts of Katsina, Sokoto, Jigawa, Borno, and Y obe States. Be-
sides the natural phenomenon, poor land management practices and population pressure on
marginal lands are identified as major factors disrupting the ecological system. More specifi-
cally, four primary causes have been reported, notably over-exploitation, poor irrigation prac-
tices, over-grazing and deforestation. Opportunities to reduce greenhouse gas emissions
(GHGs) are aso being explored as well as ways to market emission credits to the global car-
bon market through the World Bank’s Carbon Finance Business.*

6. Fadama Ecosystems. Fadama are floodplains and low- lying areas underlined by shal-
low aquifers. They are found along Nigeria's major river systems including Niger and Benue
rivers, and wetland systems such as Hadgjia-Nguru. They play an important role in the re-
charge of the shallow groundwater system through infiltration. Prior to their conversion to
cultivation, fadama lands supported highly productive natural vegetation consisting of dense
acacia scrubland, open grassland and seasonally or permanently flooded open bodies of water
supporting dense emergent vegetation, including rushes, sedges and reeds. Furthermore, in
addition to providing a source of water and forage for pastoral livestock during dry seasons,
fadama lands also supported large and diverse resident or transient wildlife, including herbi-
vores, carnivores and migratory birds.

1A Project Idea Note (PIN) was submitted on January 14, 2005 for the Nigeria Mayon Turbo Stove (MTS) pro-
ject which was subsequently approved by the World Bank carbon finance business. Advanced documentation is
currently under preparation. This MTS is likely to be implemented in, although not limited to, the following
states: Kogi State, Edo State., Ebonyi State, among others.



7. Fadama areas are remarkably different from adjacent uplands in terms of their ecology
and microclimate. With an increasing pressure from farmers, pastoralists and fishermen, the
impact on the ecology of fadama areas over the years has been dramatic. The main con-
straints to sustainable fadama land management include: (i) the policy of conversion and open
access to fadama resources without coherent land use and land management plans at the pro-
ductive landscape level; (ii) the lack of awareness of local communities, and the weak capac-
ity of extension advisors (through Agricultural Development Projects (ADPs)) whose training
and mandate do not incorporate sustainability considerations; (iii) the lack of adequate coor-
dination and integration of Natural Resource Management policy and strategy at al levelsof
government, and the gaps in technical planning at the state and local government levels, par-
ticularly in terms of the wider watershed management issues where fadama lands are situated;
(iv) the institutional barriers, driven by limited capacity of human, technical, and financia
resources, and (v) fundamentally, the lack of overall understanding of the interdependence
between land use and water management, both within and outside of fadama areas, and the
impact of land degradation on ecosystem integrity throughout the larger productive landscape-
-made up of land, water, vegetative cover—upon which the rural poor depend. Thus, thein-
cremental or catalytic funding channeled through the proposed GEF project will assist pri-
marily in removing constraintsthat will result in a coherent strategy and strengthened institu-
tional arrangementsto arrest degradation patterns in fadama areas and restore or maintain
their ecosystem services, thereby contributing to the sustainability of the Niger and Benue
river basins, and beyond.

2. RATIONALE FOR BANK INVOLVEMENT

8. Alignment with the Country Partnership Strategy (CPS) focus on poverty reduction.
The World Bank’s strategic focus for assistance to Nigeria identifies three priority areas
where the Bank can contribue to good governance, poverty reduction, and community enm
powerment and social inclusion. Poverty in Nigeriais widespread and pervasive. While the
contribution of the oil and gas sector to the national economy is quite significant, the benefits
are not perceived as being equitably shared with the mgjority of the population, and in par-
ticular, the rural poor. Agriculture remains a key vehicle with which to achieve the govern
ment’ s goals of reducing poverty in rural areas.

9. To address the rural poverty problem, the Government of Nigeria has adopted a strat-
egy for raising rural productivity and incomes. The strategy rests on five pillars: () increasing
yields; (b) producing higher-value crops and livestock; (c) reducing losses of crops, livestock,
fish and other fadama products and reducing costs of producer inputs; (d) strengthening the
forward and backward linkages in the rural economy that stimulate investment, employment,
and incomes in rural non-farm enterprises; and (e) reducing conflict between various fadama
user groups. To achieve these goals, the government will focus on several key activities. in-
vesting in infrastructure, reforming agricultural and rural research and advisory services, en
hancing access to rura financial services, and improving mechanisms to avoid and resolve
conflicts among resource users. The World Bank is supporting the implementation of this
five-pillar strategy through the Second National Fadama Development Project (Fadamalll),
which includes support from the Global Environment Facility (GEF) to address land degrada-
tion issues in the Fadama ecosystems, with implications and potential benefits both within
Nigeria, regionaly, and beyond. In addition, the World Bank will bring access to cutting-



edge market-based tools and new revenue sources through carbon finance which will add to
Nigeria s ability to solve complex, cross-cutting poverty and development-related issues.

10.  Thisrequest for support also takes cognizance of an already existing GEF support for
the Local Empower ment and Environmental Management Programme (LEEMP). While the
GEF Component of the LEEMP strictly addresses intervention in four protected areas and
their support zones in the country (Y ankari National Park, Lame Bura Game Reserve, Mala
Dumba Lake and Forest Reserve in Bauchi state and Kainji Lake National Park mostly in Ni-
ger and partly in Kwara states), the Fadama || GEF support is to address the continual provi-
sion of ecological services for improved fadama production in the six states of Bauchi, Kebbi,
Kogi, Kwara, Imo and Ogun. As ameans of ensuring complimentarity of World Bank suyp-
port, the intervention site for the only overlap state (Bauchi) is far removed from communities
in which the LEEMP-GEF is providing support.

11.  Alignment with Bank and GEF global commitments. Program activities supported by
the GEF will focus on policy and institutional strengthening, investments and other interven
tions to address land and water management issues, including loss of biodiversity and critical
ecosystems. The proposed GEF project will support: (i) strengthening institutional capacity at
national, local, and community levels for fadama—related sustainable watershed/river basin
management; (ii) piloting a fadama ecosystem management approach in at least two water-
sheds; and (iii) supporting (using a payment for ecological services approach) the adoption of
livelihood activities that restore or maintain ecosystem functions, as well as promoting the
adoption of indigenous sustainable land management practices (as part of fadama users' loca
development plans) that enhance the sustainability of fadama productivity.

12.  Thus, while Fadamall is aimed at poverty reduction, GEF assistance will be instru-
mental in enabling Nigeria to maintain the productivity and ecological health of the fadama
resource base, with potential significant impact on the regional and globa environment, in-
cluding enhanced capacity for managing fadama resources within a river basin and watershed
planning context; monitoring, and evaluation; information exchange; improved skills to iden
tify and manage ecologically threatened areas; and support for community investments in eco-
logical services. While the country and fadama users will no doubt benefit from an enhanced
resource base, in the absence of GEF support, the land and water resources and biological di-
versity of regional and global signification will not be addressed strategically and coherently,
and therefore, opportunity to have significant global and regional benefits from an incre-
mental investment would be lost.

3. HIGHER-LEVEL OBJECTIVESTO WHICH THE PROJECT CONTRIBUTES

13.  The proposed GEF Project is consistent with the Country Partnership Strategy which
supports: (a) improved service delivery for human development (empowering people and
building a socia contract; (b) improved environment and services for non oil growths (pro-
moting private enterprise to foster growths of the non-oil sector); and (c) enhanced transpar-
ency and accountability, or better governance (changing the way the government works). The
Second National Fadama Development Project will help stimulate poverty-reducing growth in
the non-oil economy by: (i) financing investments in human and physical capital; (ii) building
capacity of community organizations and government at all levels to deliver services; (iii) im-



proving capacity of the rural poor to raise their incomes through targeted activities; and (iv)
promoting socially- harmonious and environmentally-sustainable management of natural re-
sources. Furthermore, Fadama Il will directly contribute to empowering local communities
through its community-driven development (CDD) approach. Also consistent with the on
going reforms/harmonization of the World Bank-assisted CDD projects in the country, the
project is fully mainstreamed into the main Fadamall — which is being taken as the vanguard
for close-ended CDD projectsin the country relating to productive investments, especialy in
the agricultural sector. This differentiates it from the LEEMP and CPRP, which are within
the purview of open-ended restorative and social fund CDD projectsin Nigeria

14.  The proposed GEF project is consistent with the country’s commitment to global envi-
ronment conventions, including the Convention on Biological Diversity (CBD), the United
Nations Framework Convention on Climate Change (UNFCCC) and the United Nations
Framework Convention to Combat Desertification. Nigeriaratified the UNCCD on July 8,
1997, and CBD and UNFCCC on August 29, 1994. Asapart of Nigeria's participation in the
UNCCD, a National Action Program to Combat Desertification was prepared by the Govern
ment of Nigeriain 2001.

15.  Global environmental objectivesto which the project contributes: The proposed pro-
ject contributes to the overall operational goal of the GEF focal area on land degradation (i.e.
desertification and deforestation) and to the Operational Program on sustainable land man-
agement. Through the partnership between the Government of Nigeria, IBRD, ADB, GEF,
other bilateral donors, non-governmental organizations (NGOs) and communities, the Fadama
Il project (both the IDA and GEF co-financed) seeks to sustainably increase the income of
fadama users — those who depend directly, or indirectly, on fadama resources (farmers, pas-
toralists, fishers, hunters, gatherers, and service providers) — and to enhance the productivity
of fadama areas and the livelihood systems they support. The GEF support, in particular, ad-
dresses the fadama productivity through sustainable land management practices that enhance
fadama ecosystem integrity by restoring watershed functions, stabilizing soil loss, riverbank
protections, reducing resource use conflicts and protecting biological diversity. Resource use
conflicts (e.g. land use conflicts) arise usualy from unclear land tenure arrangements between
resource users such as between farmers and pastoralists, or between farmers and fishermen.
These land tenure-related problems will be addressed through the local development plans
(LDPs) which will be developed by the Fadama Community Associations. The LDPs will
explicitly state the measures to sustainably manage fadama resources and resolve conflict
among different users. In addition, the proposed project can also potentially contribute to re-
ducing global emissions of greenhouse gases, thereby helping to mitigate global climate
change.

16.  The objective of the Operational Program (OP) on Sustainable Land Management
(SLM) (OP#15) is to mitigate the causes and negative impacts of land degradation on the
structure and functional integrity of ecosystems through sustainable land management prac-
tices as a contribution to improving peopl€’ s livelihoods and economic well-being. Further-
more, the proposed project contributes to both GEF Strategic Priorities under OP 15 — tar-
geted capacity building for sustainable land management at the local, state and national level;
and implementation of innovative and indigenous sustainable land management practices, in
particular sustainable agriculture, and forest and woodland management. The activities being



co-financed by IDA, GEF and the government under this project will contribute towards the
achievement of the goals of OP 15 and the GEF Strategic Priorities for Land Degradation, in
particular, capacity building activities such as institutional strengthening for integrated water-
shed management and capacity building at community level for watershed management, inte-
grated ecosystemn management practices such as protection of critical watersheds and im-
proved water management, and community sustainable land management initiatives.

B. PROJECT DESCRIPTION

1 L ENDING INSTRUMENT

17. Full size GEF grant (USD10.03 million), fully integrated with the IDA supported
Fadama |l (USD 100 million IDA Credit, of which USD 38.67 million is integrated with the
GEF grant), and with USD 6.91 million co-financing from the African Development Bank
(ADB) and USD 7.61 million government financed.

2. PROJECT DEVELOPMENT AND GLOBAL ENVIRONMENT OBJECTIVESAND KEY
INDICATORS

18.  Project Beneficiaries. While Fadamalll, as awhole, is aimed at improving the in-
comes of about 2.3 million rural households whose livelihood depend directly, or indirectly,
on fadama resources in 18 of Nigeria's 36 states, the GEF intervention would finance the in-
cremental costs of six of the 18 states participating in the Fadama Il, and would target 15%-
20% of the IDA project target beneficiaries (or, about four hundred thousand (400,000) bere-
ficiaries). Project states (and sites) include: (i) Imo (Oguta Lake); (ii) Kebbi (Jega and Dim+
begu); (iii) Kwara (Ajasse-1po); (iv) Kogi (Koton Karfe); (v) Ogun (Eriti); and (vi) Bauchi
(AndiwaLake). Thusin the areas of intervention of the GEF project, the beneficiaries will be
the same as those for the Fadama Il project. In addition, the needs of the communities will be
expressed using the same local development plans asin Fadamall. The loca facilitators will
also be the same as those facilitating in the case of Fadamalll. Finaly, it is worth noting that
the implementing agency of the Fadama Il project (the National Fadama Development Office)
will be the same as that will be implementing the Fadama |l GEF Project. Thus clearly, the
Fadama |l GEF- and IDA-financed projects are intimately linked.

19. Project Development and Global Environment Objectives. While the development
objective of Fadamal ll is to sustainably increase the incomes of fadama users — those who de-
pend directly or indirectly on fadama resources (farmers, pastoralists, fishers, hunters, gather-
ers, and service providers) through empowering communities to take charge of their own de-
velopment agenda, and by reducing conflict between fadama users, the global objective of the
proposed project isto enhance the productivity of fadama areas and the livelihood systems
they support through sustainable land use and water management. These will be achieved
through: (@) capacity development for sustainable fadama natural resource management at re-
tional, state, local government, and community levels, including strengthening institutional
capacity for integrated watershed management, and strengthening community capacity for



resource development planning; (b) integrated ecosystem management in selected watersheds,
through sustainable management of key forest areas, buffer zones, and wetlands, and im-
proved water management; and (c) community sustainable land use management, through
support for alternative land and/or water use activities, and adoption of indigenous sustainable
land management practices. In addition, the introduction of the Mayon stoves will potentially
help reduce dependence on fuel-wood and reduce greenhouse gas emissions.

20. Performance Indicators. The performance indicators, which are directly relevant to
the GEF co-financed project and which will be monitored to assess the achievement of Global
Environment objectives, are listed below. These indicators are further detailed in Technical
Annex 3:

By project end, sustainable water shed management coordination capacity established in
at least 60% of the participating states;

By project end, sustainable land and water management practices are mainstreamed in
local devdopment plansin at least 35% of the participating communities; and

By project end, the area under sustainable land and water management practicesin the
three pilot sites have increased by at least 80%.

3. PROJECT COMPONENTS

21.  TheFadamall project (including the GEF component) is expected to provide a
framework for addressing both poverty reduction objectives and the sustainable management
of fadama ecosystems which are vulnerable to unsustainable land use changes and agricultura
practices. The Project is financed through an IDA Credit of USD 38.67 million (already ap-
proved as part a USD100 million credit for Fadama Il — Credit 3838), a GEF grant of USD
10.03 million, government counterpart funds of about USD 7.61 million, and USD 6.91 mil-
lion co-financing from ADB, for atotal project of USD 63.22 million. The USD 10.03 mil-
lion GEF contribution (corresponding to 16% of total project cost) will finance the incre-
mental cost of regional and global benefits through the following components (summarized in
the table below, and detailed in Annex 4).Table 1: Co-financing by Component and Per -
centages

(USD million)
Govt. & % of
Component Indica- [ % of | IDA % of | ADB % of | Benef. | % of | GEF
tive Total | Financ- | Total | Financ- | Total | Financ- | Total | Financ-
Costs ing ing ing ing Total
A. Capacity Building 22.95 36% [ 17.0 74% | 3.09 14% | 1.44 6% 1.42 6%
B. Integrated Ecosystem | 8.81 14% 0 0% 0.00 0% 4.73 54% | 4.08 46%
Management at the
Watershed Level
C. Community Sustain- 14.05 22% | 8.35 60% ([ 1.30 9% 0.44 3% 3.96 28%
able Land Management
D. Project Management, 17.41 28% | 13.32 76% | 2.53 15% | 1.0 6% 0.57 3%
M&E
Total PROJECT COSTS | 63.22 100% | 38.67 68% ([ 6.91 12% | 7.61 2% 10.03 18%




The co-financing amounts shown above are aready included in the approved Credit for the
IDA-financed Fadama Il Project and ADB Loan, and do not represent additional financing.
In addition, there exists the potential for additional, externally-sourced financing from the
carbon market to mitigate carbon emission.

Component 1: Capacity Building (USD 22.95 million, of which USD 1.42 million financed
by GEF)

22.  Theam of this component is to build the capacity of fadama users and other key
stakeholders. While IDA financing (74% of the component cost) supports building the capac-
ity of Fadama User Associations (FUAS) in order to enable them to access project advisory
services and to invest in productivity and income enhancement activities, the aim of the GEF
financing (6% of the component cost) is to enhance the capacity of different stakeholder
groups--including relevant federal, state and local government, NGOs, community based or-
ganizations, and fadama users in the six targeted states (Imo, Kebbi, Kwara, Kogi, Ogun, and
Bauchi)-- for sustainable land and watershed management.

23.  The GEF support is designed to use a coordinated approach in providing specific
awareness raising programs, workshops, and technical training to stakeholders. A set of tech-
nical ard socio-economic tool kits for integrated sustainable land management at the water-
shed and fadama levels will be developed, including: planning and analytical tools (e.g., Geo-
graphic Information System (GIS) for watershed planning and information sharing for gov-
ernment officials in key Natural Resource Management (NRM) agencies); sustainable agricul-
tural practices (e.g., tillage, crop mix/rotations, nutrient management, soil and water conserva-
tion techniques, river bank protection, for farmers); and sustainable harvest techniques for
forest and non-timber forest products and fishing for community members. In addition, given
the highly fragmented institutional framework for watershed management at all levelsin Ni-
geria, this component includes a review of federal and state policies and regulations, and sup-
port for the development of a framework for state level coordination and monitoring &
evaluation of watershed management activities among key state agencies (environment, agr i-
culture, forestry, natural resources). Finally, the component includes support for areview of
policies and legislations related to watershed management at the federal level and also a de-
tailed ecological assessment of the GEF intervention (see Annex 4).

Component 2: I ntegrated Ecosystem Management at Watershed level (USD 8.81 miillion, of
which USD 4.08 million financed by GEF)

24.  This component addresses the technical, social and location specific activities to im-
prove the management of critical watersheds that ensure fadama productivity and sustai nabil-
ity, in afew (pilot) areas with high potential for upscaling and replicability. Major activities
include strengthening existing watershed planning and coordination mechanisms among the
relevant state agencies (to complement activities under component 1); sustainable manage-
ment of forest resources for the protection of fadama areas (especially supporting the estab-
lishment of community forest reserves in highly degraded and conflict ridden rain forest and
savannah areas); developing a lake management plan for a proposed RAMSAR site; and a



study and monitoring activities to understand the impact of upstream reservoir management
and river flow regime on fadama areas. Furthermore, a monitoring plan will be devised to
improve the management of ground water and shallow aquifers in selected fadama areas.
This plan complements the IDA credit support which focuses on on-site water quality moni-
toring (related mainly to agro-chemical use).

Component 3: Community Sustainable Land Management (USD 14.05 million, of which
USD 3.96 million financed by GEF)

25.  This component supports a range of advisory services, training, information sharing,
awareness programs, and adoption of land use practices that will enable fadama users to adopt
productivity-enhancing techniques and more profitable marketing, and at the same time en
sure the sustainability of the fadama resource base. While IDA financing (60% of the com:
ponent cost) finances traditional advisory services, including environmentally friendly prac-
tices (particularly, the promotion of Integrated Pest Management, and irrigation efficiency),
the aim of GEF financing (28% of the component cost) is to support fadama users, through
Fadama Community Associations (FCAS), to adopt sustainable land use ard agricultural prac-
tices that enhance the structural and functional integrity of fadama ecosystems, and improve
rural livelihoods.

26.  GEF support will be in the form of grant co-financing, using a demand-driven ap-
proach for two types of alternative land use practices:. (i) land use changesin critical areas,
such as river banks, flood prone or ground water recharge areas, and forest or natural habitats
of significant biodiversity values; and (ii) sustainable agricultural practices in fadama areas
added to IDA-supported Loca Development Plans (LDPs). In most cases, interventions in
these areas require management plans across larger landscapes (that may even cross State
boundaries), and therefore the need to get these plans agreed and adopted at a community
level, and incorporated into the watershed planning process which the project will help de-
velop at the State level through components 1 and 2.

27.  Specific sets of criteriawould be developed for communities to access grant support
for activities that promote sustainable land and watershed management. The grants will be
disbursed through FCAs and the size of the grant ceiling will be determined by the cost of the
sub-project. Potential activities that would be supported under this component include: (i)
fadama biodiversity conservation; (ii) aternative livelihoods in highly degraded critical
fadama aress; (iii) energy efficient use of solid fuels for watershed protection and carbon se-
guestration; (iv) community woodlots on riverbanks and other degraded areas, and (v) sus-
tainable indigenous farming practices (such as, reduced tillage methods, nutrient management,
soil and water conservation techniques, efficient pasture and rangeland management, etc.).

Component 4: Project Management and M&E (USD 17.41 million, of which USD 0.57 mil-
lion financed by GEF)

28.  This component focuses on project management mechanisms, including monitoring

and evaluation (M&E) plans to implement Fadama ll. While 76% of financing for this com-
ponent is through the IDA Credit, GEF financing (3%) will support the full integration of
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GEF-funded activities into the two main Fadama Il subcomponents under this component,
while keeping track of the specific inputs, outputs, and impacts of the GEF activities:

0] Project Management Subcomponent supports strengthening the effectiveness and
quality of project operations: (a) at the federal level, the National Fadama Development Of-
fice (NFDO)--attached to the Projects Coordinating Unit (PCU) of the Federal Ministry of
Agriculture and Rural Development (FMARD)—and responsible for overall project coordina-
tion, will include a GEF desk manned by a GEF project officer; and (b) the State Fadama De-
velopment Office (SFDO) housed at the Agricultural Development Project will include Envi-
ronmental Officers tasked with the coordination of the GEF program at the state, local gov-
ernment, and community levels.

(i)  Monitoring and Evaluation Subcomponent will measure performance at various pro-
ject milestones, and includes three main elements: (a) Management Information System
(MI1YS) integrating NFDO and SFDO levels with data generated by FCAS; (b) impact evalua-
tions and beneficiary assessments to enhance project implementation performance; (¢) moni-
toring of the project’ s environmental management plan (EM P), which includes mitigation
measures related to agricultural production, processing, and marketing, to be incorporated in
LDPs, and institutional capacity strengthening in Environmental Impact Assessment (EIA)
and Integrated Pest Management (IPM); and (d) monitoring the performance of the GEF ac-
tivities.

4. L ESSONSLEARNED AND REFLECTED IN THE PROJECT DESIGN

29.  Thekey lessons learned from other GEF co-financed projects and other relevant non
GEF projects (listed in Annex 2), and which are taken into consideration in the design of the
proposed project, include:

Country and Stakeholder Ownership: The commitment of the country is exemplified by
the readiness with which the two major implementing ministries (Agriculture and Rural
Development and Environment) reached an agreement on the institutional arrangement for
the project, as well as the competitive recruitment and deployment of the Fadama GEF
Focal Officer from the Federa Ministry of Environment to the Federal Ministry of Agri-
culture and Rural Development, which is implementing the Fadama Il project. In the
same vein, the broad country-wide stakeholder consultation process adopted, the emphasis
on communities driving the implementation process of the Fadama | through the formu-
lation of LDPs— with assistance by facilitators, and the participation of a broad spectrum
of stakeholders (communities, Local, State and Federal Government and the Private Sec-
tor — especially NGOs) at various levels of implementation has resulted in the Fadamal |
being a National Movement. The willingness to contribute a grant of N1 million by Bere-
ficiary Local Government Authorities attests to this high level of commitment at the low-
est tier of governance.

Sustainability and Participation: The credible, transparent and inclusive processes of as-
sessing project resources which entails grassroots (communities) identifying their needs,
prioritizing them, requesting for support through a Local Fadama Desk Office and resporn+
sible for the management of approved interventions contained in a Local Development
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Plan had stimulated local ownership. This involvement of communities (beneficiaries) in

the design, implementation and evaluation of project activities, as well as the involvement
of the lowest tier of governance, ensures cost- effectiveness and guarantees sustainability.

In addition the stakeholder ownership through financial contribution of the beneficiary lo-
cal government will ensure the project is well managed and sustainable.

Partnerships:. Building broad partnerships is essential for a coordinated process to suyp-
port the long-term sustainability of fadama ecosystems. A concerted effort was made to
identify the institutional and component synergies between the GEF- and IDA-funded ac-
tivities and optimize human and financial resources.

Institutional Capacity: Land and watershed management require both technical capacity
for spatial and resource planning, and strong ingtitutional coordination involving several
government institutions at federal, state and local levels. To ensure sustainability and
achievement of project impact, the project design has specifically addressed institutional
fragmentation among Nigeria NRM agencies, through mechanisms for coordination and
cooperation among the stakeholders, and capacity building activities covering both techni-
cal and institutional strengthening aspects.

Institutional Arrangement. Based on lessons learned from the institutional arrangement
for the GEF component of the LEEMP, this project adopted an institutional arrangement
that would eliminate the bottlenecks associated therein. The GEF component of the
LEEMP is being coordinated by the National Parks Service, with only quality assurance
responsibility undertaken by the Federal Programme Support Unit (FPSU) of the LEEMP.
Although within the same ministry, coordination is not as effective as if the GEF compo-
nent is fully blended into operations of the FPSU. The Fadama |l GEF project uses the
same institutional arrangement as the IDA-funded Fadama Il project, thus facilitating pro-
ject implementation.

Project Design: Project outcomes, planning, schedules, and assumptions must be realis-
tic, and take into account beneficiaries’ needs. National, state, local and community ca-
pacity strengthening must form a key part of the project design process for sustainable
land and watershed management. Fadama Il has made extensive use of these lessons. The
project has learned lessons from the LEEMP project. One implementation problem of the
LEEMP project was due to delayed implementation of activities, especially due to delays
in approval processes, and slow disbursement. The Fadama |l GEF Project will use the
same institutional arrangement as the IDA-funded Fadama |l which has demonstrated
good practice in disbursement.

Monitoring and Evaluation: The project has a very well financed and strong monitoring
and evaluation component, including collection of baseline data, regular monitoring of
primary indicators, special evaluation studies, beneficiary assessments, and capacity
building for data collection and analysis, and in GIS and Remote Sensing.

Demonstration of Good Practices for Integrated Land and Water Management and Alter-
native Livelihoods. Addressing land degradation to achieve long term global environ-
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mental benefits not only requires an integrated approach to land and water management at
the watershed level (since a number of natural resources management processes are inter-
related both ecologically and spatially), but also a demonstration of its social and eco-
nomic viability. Using an integrated ecosystem based approach to conservation of natural
resources, the GEF contribution to Fadama Il is designed to promote sustainable land
management in fadama areas through a combination of: (i) capacity building activities
aimed at providing technical training and analytical capacity, awareness raising, and
community participatory development planning; (ii) institutional strengthening, aimed at
introducing a framework for integrated watershed management at state level where critical
fadama ecosystems are located; and (iii) support for alternative livelihoods for on-the-
ground changes in land use activities, aimed at protecting areas of critical ecological im+
portance, and adopting sustainable agricultural practices.

5. ANALYSISOF ALTERNATIVES

30.  Whilefour aternatives were considered for Fadama Il (details of which are described
in the IDA PAD Report No. 26133 UNI), the main alternatives considered for GEF support
were: (i) having no GEF component in Fadamal ll; (ii) a stand alone GEF traditional conser-
vation project, focused on Protected Areas in Fadama States supported by IDA; (iii) a conser-
vation project with comprehensive coverage; and (iv) a stand-alone GEF project, focused on
sustainable land management in Fadama States.

31.  Noproject option. This option was rejected because the fadama ecosytem represents
an economically important and ecologically fragile resource of regional and global signifi-
cance, which is threatened by land use changes and the negative impacts of land degradation
and poor water management. From the lessons of the first National Fadama Development
Project and other projects related to the sustainable management of the Niger and Benue river
systems, the Bank acknowledged the need—beyond mitigation measures stemming from the
requirements of its safeguard policies—to help Nigeria develop the capacity and specific ac-
tions on sustainable land management in fadama areas, to preserve and restore their health, as
well as stabilize the sedimentation of the water systems linked to them.

32.  Traditional Protected Areas management project. An earlier design of Fadamalll
included a GEF-financed component, focused on Protected Area (PA) management and
largely disconnected from the core fadama ecosystem issues related to land and water man-
agement. The option of a smpler Protected Areas management component (or stand alone
project) in Fadama States, would contribute to biodiversity conservation, but would be totally
delinked fom the fundamental development issue addressed by the Fadama ll, and that is the
need to improve sustainable land management as a contribution to fadama users livelihoods
and economic well being.

33.  Aconservation project with national coverage. A number of proposals were submit-
ted by various stakeholders--and considered by the Bank—for addressing the environmental
and natural resources issues in Nigeria. The origina proposal submitted by the Hadejia-Nguru
Wetland Project management targeted biodiversity conservation and promotion of sustainable
livelihoods within the Hadejia-Nguru wetlands of the larger Komadugu-Y obe Basin. Subse-
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guent proposals were submitted for supporting the management of the Lake Chad National
Park and the desert oases within them. Separate proposals were under preparation by the
Conservator General of the National Parks Service for the Pandam State Park, the Pai River
Game Reserve and other reserves in the Semi-arid and Dry sub-humid ecological zones. Pro-
posals were also submitted from different interest groups for support in the Niger Delta and
the Cross River National Park. It was clear from an institutional perspective that addressing
the different issuesin all of these ecosystems and ecologica zones would be highly challeng-
ing and risky.

34. A stand alone project focused on sustainable land management in Fadama States.
The option of preparing a stand alone GEF operation focused on sustainable land management
in fadama areas would have led to significant inefficiencies (management, M&E, consulta-
tions, etc.) and over-burdening fadama communities with separate planning processes, as well
as missing a major opportunity to integrate the issues of fadama ecosystem health with the
issues of community livelihoods and well being into a single development program. There-
fore, the need to mainstream the GEF co-financed project with Fadama 11, meant that the
stand alone approach was rejected, and that GEF activities were lined up with the main pro-
ject design in order to contribute directly to the Fadama |l objectives and achieve incremental
regiona and global environmental benefits.

C. IMPLEMENTATION

1. PARTNERSHIP ARRANGEMENTS

35. TheFadamall project is a partialy blended (IDA/ADB-GEF) project involving a
partnership between the FMARD, the Federal Ministry of Environment (FMEnNv), the Na-
tional Fadama Development Office, State Fadama Development Offices, other government
agencies — federal and state — involved in watershed management, Fadama Community Asso-
ciations and other community members. Therefore, the GEF-supported activities will be im-
plemented in close collaboration with relevant stakeholders that play a key role in the man-
agement of fadama related watershed resources at the state level, including fadama users and
government agencies, and would focus on creating a coordination mechanism for strengthen-
ing this partnership.

2. INSTITUTIONAL AND IMPLEMENTATION ARRANGEMENT

36.  The Project will be implemented over six years and implementation arrangements
were guided by the following considerations. (i) the need to mainstream GEF activities on the
ground with the IDA/ADB financed activities, and empower local communities; (ii) the need
to fully integrate project management and M& E within Fadama ll; (iii) the need to take into
account the role of the Federal Ministry of Environment in overall coordination, quality as
surance and oversight; (iv) the need to take into account other environmental projects under
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implementation; and (v) the need to strengthen project ownership through a workable partner-
ship between the two main ministries involved in the implementation, FMARD and FMEnv.

37. Based on the current institutional framework in the sector, and the lessons learned
from implementation of the National Fadama Development Project and the Local Empower-
ment and Environment Management Project (LEEMP), the proposed institutional framework
for implementation (summarized in a schematic form in Technical Annex 6) is as follows:

Federal Ministry of Environment. The responsibility of FMEnv with regard
to program implementation is to play a coordinating, and supervisory role, while
the actual implementation will be done through the Fadama Il implementation ar-
rangements already in place, but adequately strengthened to take into account the
specific nature of GEF funded activities, as well asits fiduciary and reporting re-
qguirements. Therefore, FMEnv will play arole at two levels. (i) provide technical
implementation support by seconding a high level, competitively selected, techni-
cal officer (Fadama GEF Desk Officer) to the National Fadama Devel opment Of-
fice; and (i) strengthen the mainstreaming and implementation of the GEF com+
ponent through the added participation of the Director, Planning, Research and
Statistics of the Federal Ministry of Environment, who is also the GEF Operational
Focal Point for Nigeria, in the National Fadama Technica Committee (NFTC).
Thiswill also result in expanding NFTC' s role to include approva of the Annua
Work Programme and Budget, provide policy guidance for the implementation of
the GEF-financed component (especially the capacity building component), and
ensure effective inter- ministerial coordination through the proposed mechanism
for integrated watershed management at the National and state levels. At the state
level the State Fadama Development Committee (SFDC) would provide oversight
functions through the State Watershed Subcommittee (SWS).

National Fadama Development Office. As part of its overall project coordination
activities, NFDO will also house and coordinate GEF supported activities through
the Fadama GEF Desk Officer (who will be assisted by an M& E Officer,
GIS/Operations Analyst and Accounts Supervisor) and will report to the National
Program Coordinator of Fadamall. In addition, the Fadama GEF Desk Officer
will manage and coordinate all project activities at the National level, aswell as
provide guidance (to) and ensure coordination with Environmental Officersin the
State Fadama Devel opment Offices.

State Fadama Development Office. The mainstreaming of the GEF componert
into the Fadama Il will be most important at the State level, where all community-
based and on the ground GEF interventions and pilot activities will be imple-
mented, in complement of IDA/ADB support programs. Thus, the role of the En-
vironmental Officers (EOs), who are aready recruited by SFDOs for implement-
ing IDA/ADB-financed activities—including, environmental screening and ap-
praisal of community LDPs, and implementation of EMPs-- will be augmented
and strengthened in order to carry out the added responsibility for GEF implemen-
tation at the state level. The State fadama EO, in conjunction with the State M& E
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Officer, will aso be responsible for monitoring GEF activity implementation at
state level, and coordinating with the state agency responsible for leading the de-
velopment of a state fadama water shed coor dination mechanism.

State Watershed Subcommittee. The capacity building and piloting of an inte-
grated approach to fadama natural resource management within a watershed eco-
system context will be done through a State Watershed Subcommittee, to be estab-
lished through an Memorandum of Understanding (MOU) among key state natural
resource management agencies (agriculture, water, forestry, environment). The
SWS of SFDC will serve as the main tool for implementing GEF activities aimed
at facilitating the integration of priorities of different state agencies in charge of
land, vegetative cover, and water management.

Local Fadama Development Committee. Similar to Fadamal ll, decision making
on sub-project proposals emanating from communities will be delegated to the Lo-
cal Fadama Development Committees (L FDCs) whose membership includes
members of FCAS, representatives of civil society, and local government authori-
ties. The recommendations of LFDCs will be reviewed at the state level: (i) by
SFDOs, for consistency with Fadama Il objectives and activities, and (ii) by EOs
in coordination with the State Watershed Subcommittee. Where a GEF interven-
tion site extends into a non fadama LGA and it is considered imperative to extend
GEF supported activities to communities in such an area, the LGA will be sensi-
tized to carry out GEF activities in the affected communities. Facilitators will be
assigned to facilitate the process of formation of FCAs and FUGs within the com-
munities in the affected area. The LGA, since it is not a fadama participating
LGA, will only benefit from GEF intervention through the affected communities.
In addition, alocal Fadama Focal Officer, who will be a serving officer in the
LGA, will be appointed to take charge of GEF mattersin the LGA.

Fadama Communities. Through the Capacity Building and Integrated Ecosystem
Management at Watershed Level components, the proposed project will support
fadama users to adopt livelihood enhancing sustainable land use and agricultural
management practices, which cumulatively would enhance the sustainability of
fadama ecosystems at watershed level. Therefore, fadama users will play an im+
portant role in project implementation through FCAS, other community groups and
NGOs. A facilitated demand-driven process—using a positive list, and integrated
within that of Fadama ll-- will be established to select sub-projects for GEF fi-
nancing and focused on the rehabilitation and protection of ecologically degraded
sengitive areas. It is the Fadama Community Associations that will develop so-
cidly inclusive Loca Development Plans in a participatory manner. With the help
of facilitators, the LDPs will ensure that the needs of the women and marginalized
groups of people are taken into account and that gender issues are fully main-
streamed in the project. In addition, the LDPs will explicitly state the measures to
sustainably manage fadama resources and resolve conflict among different users.
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Procurement, Financial Management, and Disbursement. The already estab-
lished financial management (FM) capacity at NFDO for financial management,
procurement, and disbursement, strengthened as needed, will be used to implement
the GEF program. The Finance Section (FS) of NFDO will be responsible for
managing the financial affairs of the Project. It will, amongst other things, be re-
sponsible for ensuring compliance with the financial management requirements of
the Bank and the government, including forwarding the quarterly Financial Moni-
toring Reports (FMRs) and audited annual financial statementsto IDA. Regarding
flow of funds and banking arrangements, GEF will disburse the grant through a
Special Account maintained by NFDO using the traditional disbursement method.
In order to be eligible for GEF financing, FCAs will need to establish separate
naira accounts. The Internal Audit Section in NFDO will perform modern internal
audit functions for the Project. The externa audit of the GEF will be included in
annual audit of the project by NFDO and will be sibmitted to the Bank within six
months after year-end. Relevant qualified external auditors have been appointed
based on Terms of Reference acceptable to the Bank to perform these audits.

3. M ONITORING AND EVALUATION OF OUTCOMES/RESULTS

38.  Monitoring and evaluation of the proposed GEF project will be fully integrated with
monitoring and evaluation of Fadamall. In addition to monitoring progress against agreed
performance indicators by the IDA project, the GEF component will include monitoring pro-
gress in relation to the project’ s contribution to global benefits.

39.  The Community-Driven Development approach, which is fundamental to the success
of the overall project, warrants that an adaptive management framework, informed by regular
monitoring and evaluation, mid-term review and final assessment will be employed. Because
of inadequate detailed data in the project sites, in-depth baseline studies will be conducted
(immediately after project effectiveness) to provide a socio-ecological characterization of key
watersheds, and a baseline for the M& E system which will use a Geographic Information Sys-
tem/Remote Sensing (GIS/RS) tool to collect and analyze data, as well as monitor and assess
project impact at site level (including watershed/fadama and administrative boundary level).
Base maps including land use and surface hydrology for each of the project states have al-
ready been acquired during project preparation, and have been used to delineate GEF inter-
vention aress.

40.  Progress for each component will be measured by selected agreed indicators. Data for
these indicators will be collected from a variety of sources including, consultancy studies,
field visits, FCAs, communities, facilitators, quarterly and annual progress reports, and re-
mote sensing information. Data collection will be the responsibility of the SFDO and the
state agencies responsible for watershed management, under the leadership of the agency co-
ordinating watershed management at the state level. Regular monitoring would be the re-
sponsibility of the SFDO, through the Environmental Officer and M& E Officer, who will
prepare quarterly reports on implementation progress.

41. A mid-term review (MTR) and final evaluation/review of the project and its execution
will be carried out at the 3" year of project implementation and at end of the project, and an
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MTR and Implementation Completion Report (ICR) will be prepared. The project will syp-
port a stakeholder ICR review process, wherein al the major relevant stakeholders will par-
ticipate to provide input into the project’s findings and develop a sustainability plan for the

post- project period.

4, SUSTAINABILITY

42.  The sustainability of project benefits will depend on severa factors. The watershed
coordination mechanism that will be established at the state level will provide the institutional
basis for sustaining project outcomes. Similarly, the establishment of Local Development
Plans under Fadama Il (using facilitators and NGOs to mobilize communities as FCAs or
other user groups) will ensure that community needs, perspectives, and ownership are inter-
nalized in LDPs. Moreover, the provision of resources to strengthen LDPs and adopt sustain-
able agriculture and land use practices would ensure the availability of livelihood options that
are conducive to the conservation of critical fadama ecosystems. Therefore, it is anticipated
that with the firm commitment by the government to establish a watershed coordinating
mechanism, to provide adequate support for the GIS/RS facilities, and to support aternative
livelihood activities by community members, project benefits will be sustained.

43. Recipient commitment and ownership. Alternative livelihood activities under the
project are designed to be demand driven, and included in a community development plan. In
addition to IDA community financing (in the form of capacity building, advisory services, and
investment in productive assets), access to GEF grant financing will be based on ligibility
criteriato ensure contribution to the global objective of the project, as well as evidence of in
terest in the activity and ability to sustain the project outcomes after the close of project.

44.  Financial Sustainability. The project design addresses the issues of financial sustain-
ability through support of demand driven activities, systematic capacity building activities,
awareness raising programs and mainstreaming activities with Fadama 11, which includes cost
sharing by both government and communities. Furthermore, it is anticipated that the success
achieved as project implementation gets under way, will catalyze communities adherence to
project objectives and adoption of activities that sustain project outcomes.

45.  Replicability. Considering that this approach is new in addressing watershed ecosys-
tem management in the country, areplication plan will be prepared at mid term and reviewed
by both the project oversight and technical committees. This plan will identify the main les-
sons learned and requirements to ensure that the outputs and outcomes of the project will be
taken up at national, state and community levels. In addition, valuable lessons on institutional
arrangements for SLM at watershed level, as well as successful agriculture and land use prac-
tices at community level that emerge from the project, will be disseminated nationally, re-
gionally, and worldwide through Fadama Il communication and oureach activities.
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5. CRITICAL RISKSAND POSSIBLE CONTROVERSIAL ASPECTS

Table 2: Risk Assessment and Mitigation Measures

Risk Assessment

Risk Rating Mitigation

Project financial management risk. Moderate Preparation and follow up on FMRs and external au-
dits.

Resource-use conflicts between vari- | High A mechanism to sustainably address resource use con-

OUS resource users continues. flictswill be explicitly designed and be part of LDPs.

Government does not provide coun- | Moderate Clear communication of benefits and itsi mpacts on

terpart funds in atimely manner. National Development Priorities, including capacity
building in the different sectors and project implemen-
tation. In addition, Fadamall isatop priority of deci-
sion makers at all levels.

Lack of commitment by government | Moderate Substantial training, technical assistance and awareness

to establish the coordinating mecha- building will be provided to state and local government

nism for integrated watershed eco- entities, and will focus on demonstrating the contribu-

system management. tion of integrated watershed ecosystem management to
enhancing resource sustainability and economic well-
being.

The project does not generate M oderate Substantial training, technical assistance, and aware-

enough demand from fadama users ness building will be provided to community members

to adopt sustainable land use and on livelihood and environmental benefits of sustainable

agricultural/livelihood activities. land use, biodiversity and natural resource manage-

Users may be unwilling to experi- ment.

ment with new and unfamiliar ap-

proachesto improving fadama land A menu of proven and environmentally sound agricul-

use and sustainable agricultural prac- tural technologies and alternative economic activities,

tices. including sustainable land use management and biodi-
versity conservation, will be introduced.
Furthermore, provision of incremental financing will
be amajor factor in mitigating risks associated with
adoption of new land use activities.

Natural disastersthat contribute to Low Thisis outside project intervention.

loss of fadama areas, e.g., flooding,

fire.

Inadequate capacities are available at | Moderate Intensive training and capacity building with national

state level for project implementa- and international consultants, strong commitment of

tion. capable professionals from all sectors.

Needed economic and fiscal policy Moderate Mitigated through Fadama Il and wider sector policy

environment is inadequate.

dialogue.
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6. L OAN/CREDIT CONDITIONSAND COVENANTS

46.  An action plan has been agreed with FMARD and FMEnv, including:

(@ By Board Presentation and Effectiveness

There are no anticipated nonstandard conditions for Board presentation or ef-
fectiveness.

(b) Legal Covenants

Standard Financial Covenants.

D. APPRAISAL SUMMARY

1. ECONOMIC AND FINANCIAL ANALYSES

47.  The Project’s funding, including its co-finarcing (national in-kind contributions) and
donor-supported parallel funds related to the Project’s components, is summarized below:

Table 3: Cofinancing by Component

Co-financing (including

. e Ao GEF Total

Project Components in-kind contribution) - -
(USD million) (USD million)  (USD million)

Project Budget

Component 1: Capacity Building 21.53 142 22.95

Component 2: Integrated Ecosystem Man-  4.73 4.08 8.81

agement at the Watershed level

Component 3: Community Sustainable Land 10.09 3.96 14.05

Management Support

Component 4: Project Managementand M 16.84 057 1741

& E

Total Project Financing 53.19 10.03 63.22

48. Incremental costs Thetotal project cost under the Baseline Scenario where only the

IDA credit and ADB co-financing will be implemented, is USD 53.19 million, while the total
cost under the GEF Alternative is USD 63.22 million. The incremental cost under the GEF
Alternative is therefore USD 10.03 million, corresponding to GEF contribution of 16 percent
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of total project cost. Thisincremental cost is offset by an incremental global benefit (roughly
estimated) of USD 12.4 million, which would not have been realized in the Baseline Scenario,
and is primarily associated with local sustainable land use by fadama communities, and a
strengthened country capacity for addressing integrated land degradation in a watershed con
text. Overall, the GEF Alternative will result in anet incremental benefit of about USD 2.4
million.

49. Cost effectiveness. The Project’s design and scope is consistent with GEF guidelines,
and its development objective corresponds to OP#15. The economic, social, and environ-
mental benefits of the project cannot all be estimated. However, using the Economic Rate of
Return (ERR) analysis undertaken for the main IDA funded Fadama Il project, and the results
of the incremental cost analysis above, the cost effectiveness of the project can be conserva-
tively estimated.

50.  Theinvestments made under the GEF Alternative will be determined through a de-
mand-driven approach, and therefore, a priori determination of how resources will be allo-
cated is not possible. Therefore, in lieu of ex ante estimation of the cost effectiveness of the
specific investment which is not possible, prototype farm models, based on information from
previous and ongoing community-based rural livelihood projects, were used to determine the
ERR from productive investments in crop and livestock enterprises as well as aquaculture and
agro processing. Using a 15 year horizon, and 12 percent opportunity cost of capitd, it was
estimated that IDA/ADB investment in Fadama Il (which includes two additional components
for infrastructure investment and pilot asset acquisition support, relative to the GEF Alterre-
tive), would result in a ERR of 40 percent. Furthermore, assuming that the rate of return is
roughly proportional to investment amount, the ERR for the GEF aternative would be at |east
18 percent. Additional returns from the net benefits associated with the GEF incremental
costs would lead to an additional return of the order of 4 percent, resulting in atotal ERR for
the GEF Alternative of at least 22 percent. Finally, the financial analysis carried out for the
main Fadama Il Project indicates an IRR of 45 percent, resulting from high returns on proto-
type productive investments, and therefore, it is expected that the financial viability of in-
vestments under the GEF Alternative would result in a financial rate of return also exceeding
25 percent.

2. TECHNICAL

51.  The project includes a number of capacity building activities, for both government
agencies and fadama community members, which include review of policies and regulations,
strategic and baseline studies, GI S'Remote Sensing, awareness programs, training in sustain-
able land use planning, watershed management, sustainable agricultural practices, surface and
ground water management in fadama catchments, the role of wetlands and buffer zones, as
well as, sustainable forest management. All these activities will be designed and undertaken
by highly qualified professionals (both national and interrational), thus ensuring a high level
of technical soundness and quality assurance. In addition, the sustainable land management
and agricultural practices which will be adopted by fadama communities will be designed by
technical professionals and will be based on “best practice” both in Nigeria and elsewhere.
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52.  Furthermore, the STAP Review process, which focuses on the scientific and technical
soundness of the project, was undertaken, and through the incorporation of the STAP Re-
viewer’'s comments, contributed to strengthening the overall technical quality of project de-
sign.

3. FIDUCIARY

Financial Management Arrangements

53.  Sincethe GEF activities are fully integrated within Fadama 11, the financial manage-
ment arrangements for Fadama Il at the National Fadama Development Office (NFDO) will
be used. A recent FM supervision of the NFDO identified internal control weaknesses and
inadequate staffing of the internal audit section. Therefore, current arrangements at NFDO
will be strengthened in order to enable it to handle the additional GEF-financed activities.
Thiswill involve training of accountants and internal auditors in Bank procedures and devel-
oping an addendum to the NFDO Financial Procedures Manua (FPM). (Details of the ar-
rangement and actions to strengthen the FM arrangement are provided in Annex 7.)

54. Procurement. The procurement capacity of the implementing agency, which will im-
plement the GEF co-financed project component, is considered satisfactory. The Agency has
gained experience during the implementation of the IDA Credit for Fadama Il and the last
Post Procurement Review of June, 2004 showed that there are adequate procurement capaci-
ties at both the Federal unit and the State units. The Budget Monitoring and Price Intelligence
Unit (BMPIU), established at the Presidency, has submitted approva and payment of con
tracts at the federal level to a strict due process review, which is in accordance with Bank fi-
nanced procurement procedures. This has strengthened procurement discipline. Moreover,
the procurement environment of the Federal Government of Nigeria (FGN) has improved
when FGN was accorded an IDF Grant to help launch the procurement reform at the federa
level. BMPIU has prepared and submitted to Parliament a procurement law, and the Gov-
ernment has issued circulars to establish procurement units in government agencies and create
aprocurement cadre.

55.  Therisk arising from the outside environment is assessed as high, based on the 2000
Country Financial Accountability Assessment (CFAA). A review of the implementation of
CFAA recommendations in January 2005 revealed that substantial reforms have been imple-
mented over the last two years and that although much still needs to be done, the impact of the
reforms has been positive. The review noted that the fiduciary assurance environment in FGN
remains weak. Given such an environment, strong internal control is required and this can be
achieved by strengt hening the project financial management. The control risks arising from
the project are assessed as moderate. Provided the capacity strengthening actions specified in
Annex 7 are implemented, the overall project financia management risk is assessed as mod-
erate.
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4, SOCIAL

56.  Several social issues which have been identified as key implementation challengesin
the on going Fadama 11, were integrated into the project design. The main issues include: bet-
ter understanding of the implementation functions, roles, and responsibilities of various stake-
holders, especialy LGAs and NGOs; community needs and priorities, community participa-
tion and willingness to contribute counter part funds; the nature of socially-inclusive, partici-
patory process of preparing local development plans, which would be the basis for disburse-
ment at the community-level, the gender balance imperative, and conflict management princi-
ples; mainstreaming public health issues, e.g., infectious disease, such as, HIV/AIDS-
prevention and control; and communication strategy and information sharing about the tech-
nical aspects of the project, notably the CDD-approach and demand-responsiveness in service
delivery. The Project will provide positive social and economic impacts by building--
currently lacking—the capacity of key government agencies and communities in watershed
management and land use planning, and involving fadama users in the adoption of sustainable
land use and agricultural practices in their localities. Building upon the public involvement
and consultations during project preparation, stakeholder participation will continue through-
out project implementation by engaging a range of stakeholders, such as community-based
organizations, local authorities, the private sector, academic ingtitutions, and NGOs in the
execution of project’s activities.

57.  Community-based activities will include capacity and awareness building initiatives,
outreach and micro-grants to support sound natural resource management practices. The al-
ternative livelihood activities in the Community Sustainable Land Management component
specificaly target local communities in the selected critical fadama areas through demand-
driven interventions. This component will follow the model aready established throughout
Fadama I, and which requires a highly consultative and inclusive process of sensitization and
social mobilization, leading to the formation of Fadama Community Associations whereby
FCAs formulate their own demands, decide on who provides these services and actually pur-
chase the delivered services through the preparation of Local Development Plans in order to
access project resources.

58. In cases where critical areas (e.g., river banks, wetlands, highly degraded or erosive
lands) that need improved management are not already covered by a LDP, asimilar process of
socia mobilization will be used to get fadama users in these areas to develop a demand-driven
planning process to access project resources in order to adopt more sustainable land use prac-
tices. It isimportant to note that with support from local specialists and NGOs, project activi-
ties at the community level, will largely be implemented by local stakeholders who will also
be actively involved in the evaluation of their outcomes and lessons learned. Frequent work-
shops at the local, national and regional levels will serve as tools for broad participation of
various stakeholders in the decision making process on effective integrated land and water
management.

59.  Lessons learned so far in the implementation of Fadama Il Project have also been re-
flected in this Project, for instance, a series of consultative workshops involving affected
stakeholders in the Fadama areas were organized to define the roles and functional meche-
nisms for effective implementation participation. The network of trained facilitators that
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would be deployed in the communities would result in effective impact on the ground through
meetings with communities and LGAs. The facilitators would build on local methods of par-
ticipatory development by reaching Fadama communities about new methods of participatory
approaches to common development. Furthermore, the project will provide support for an
HIV/AIDS education and outreach program to address the needs of the local population in the
Project area. Finally, access to training and other project capacity building activities will be
done through a transparent process of candidate selection, based on criteria agreed upon be-
tween government agencies and communities involved.

5. ENVIRONMENT: ENVIRONMENTAL CATEGORY: B (PARTIAL ASSESSMENT)

60.  This section summarizes the steps undertaken for environmental assessment and envi-
ronment management plan preparation (including consultation with a broad stak eholder
groups and disclosure of EMP), and the significant issues and their treatment emerging from
the analysis.

61.  Theenvironmental benefits of the proposed GEF co-financed “ Second National
Fadama Development Critical Ecosystem Management Project” are expected to be largely
positive and significant. For the Fadamalll project, an Environmental and Social Manage-
ment Framework (ESMF) was prepared, based on aregiona assessment of key fadama-
related socia and environmental issues. The ESMF outlined the institutional and technical
arrangements for environmental and social impact management of all potential project activi-
ties. In particular, the ESMF is linked to a Resettlement Policy Framework (RPF) and a Pest
Management Plan (PMP).

62. Unlike the Fadama |l project which was classified as“A” (under OP/BP/GP 4.01)
mainly because of potential conflicts among fadama users (especialy between farmers and
pastoralists) and lessons learned through the first National Fadama Development Project, the
proposed GEF-co-financed project is classified as category “B.” The project does not involve
infrastructure or any form of land acquisition or restriction of livelihoods. Furthermore, the
potential negative impacts of onthe-ground project activities (e.g., reduced tillage, rotations,
fidd-level soils and water conservation practices, buffer zone woodlots) will be minor, and
significantly ouweighed by expected positive environmental benefits, which is typical of a
category “B” project.

63.  Onthe basis of the above, and given the integrated nature of the GEF-financed activi-
tiesin the Fadamalll, the Project will adopt the existing activity screening and environmental
mitigation process of the ESMF, to which will be added an environmental and social screen
ing checklist to cover the incremental GEF activities. Furthermore, and although it is antici-
pated that project activities will not lead to land acquisition or restriction of access to land or
natural resource based livelihoods, as a precautionary measure, the existing RPF (designed for
Fadama Il) will also be adopted by the project. Finally, the existing ESMF and RPF were
both disclosed in-country and at Bank’s Infoshop. The additional environmental and social
screening checklist will be incorporated in the PIM.
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64.  What are the main features of the EMP and are they adequate? The main features of
the Environmental and Social Management Framework is an outline of the potential environ
mental and social impacts of the project, the mitigation measures required, the management
responsibilities, and the cost associated with its implementation. These measures have been
integrated into the existing ESMF to ensure that they are reflected in the LDPs. Institutional
strengthening will be provided to participating government agencies and NGOs/Community
Based Organizations (CBOs) to build capacity for identification, monitoring, and managing
social and environmental impacts associated with Fadama devel opment.

65.  For Category A and B projects, timeline and status of EA:
Date of receipt of final draft: October 2002

How have stakehol ders been consulted at the stage of (a) environmental screening and
(b) draft EA report on the environmental impacts and proposed environmental management
plan? Describe mechanisms of consultation that were used and which groups were consulted?

66. The ESMF was prepared by local consultants, based on reports from the field and
findings from different preparation and pre-appraisal missions and consultation with arange
of stakeholders. Bank procedures and guidelines for environmental and social impact assess-
ment have been shared during consultations with key stakeholders — farmers, pastoralists,
fishermen, other fadama users, universities, NGOs and government officials, at the stake-
holders workshop held in August 2000 in Abuja. A training program was implemented in
June 2001 for ADP, PCU and staff of the FMENv to raise awareness of public consultationsin
the environmental assessment process.

67. In addition, a set of stakeholder workshops (one national, and three regional ones cov-
ering al fadama states), and focused on ecological issues in fadama areas, were held from Oc-
tober-December 2004. These workshops provided the basis upon which terms of reference
for the study “socio-ecological assessment of critical fadama ecosystems’” were prepared.
Moreover, an additional stakeholder workshop was held in May 2004 to finalize the design of
the GEF project.

68.  Finally, the ESMF, RPF and the PMP were disclosed both at the rational level and in
the Fadama participating states for the IDA-Fadamall. The safeguard documentation was
disclosed in-country for the main Fadama ll Project in 2003. For Fadama Il GEF, PCU re-
leased a"Public Notice: Addendum” on EIA, which was issued on May 27, 2005, in the daily
PUNCH of Nigeria (attached) notifying the public on the availability of the safeguard docu-
mentation from the same locations when first announced on May 5, 2003 for the IDA Fadama
.

What mechanisms have been established to monitor and evaluate the impact of the
project on the environment? Do the indicators reflect the objectives and results of the EMP?

69. Project impact on the environment will be monitored during implementation using in-
dicators that reflect the objectives and results of the project. Responsibility for the implemen-

25



tation of the EMP resides with the NFDO. Monitoring compliance is part of the EMP and is
an integral element of the responsibilities of each of the entitiesinvolved. Simplified guide-
lines, including a checklist integrated into the existing ESMF will form the basis for the EA
instrument. Capacity will be built at the state and local levels to monitor and measure the en-
vironmental impacts of project activities. Monitoring arrangement will be finalized during

appraisal, and reflected in the PIM.

6. SAFEGUARD POLICIES

Are any of the following safeguard policiestriggered by the project?

Table5: Safeguard Policies

Policy Applicability
Environmental Assessment (OP 4.01, BP 4.01, GP 4.01) ? Yes ?No ?TBD
Natural Habitats (OP 4.04, BP 4.04, GP 4.04) ?Yes ?No ?TBD
Forestry (OP 4.36, GP 4.36) 2 Yes ?No ?BD
Pest Management (OP 4.09) ?Yes ?No ?TBD
Cultural Property (OPN 11.03) ?Yes ?No ?TBD
Indigenous Peoples (OD 4.20) ?Yes ?No ?TBD
Involuntary Resettlement (OD 4.12) ?Yes ?No ?TBD
Safety of Dams (OP 4.37, BP 4.37) ?Yes ?No ?TBD
Projectsin International Waters (OP 7.50, BP 7.50, GP ?Yes ?No ?TBD
7.50)
Projects in Disputed Areas (OP 7.60, BP 7.60, GP 7.60) ?Yes ?No ?TBD

Describe provisions made by the project to ensure compliance with applicable safe-

guard policies.

70. Under the main Fadamal ll, an existing ESMF has been prepared. Thiswill be adopted
for the proposed GEF project, and complemented with an environmental and social checklist.
The proposed project components will not lead to involuntary resettlement. Management
plans will be reviewed by the Bank to ensure that they will achieve a standard of forest man-
agement and are devel oped with the meaningful participation of locally affected communities,

consistent with the principles and criteria of responsible forest management.

7. READINESS

71.  Doesthe Project comply with all applicable Bank policies? Yes.

72. Have any policy exceptions been approved by management? Not Applicable
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Technical Annex 1:
Country and Sector/Program Background

Introduction
Country and Sector |ssues
Country Issues

1. Because of along political instability in the country, Nigeria has experienced weak
institutions and governance issues. These issues are particularly severe in environmental and
natural resources management areas. Poverty is pervasive: 75 million people live in the rural
areas, of which 60 percent are considered to be living in absolute poverty. The mgority of the
rural population are directly (or indirectly) dependent on the non-oil natural resource base for
their livelihoods. To address rural poverty, the Government of Nigeria has established an am-
bitious plan to achieve a growth rate of greater than 5 percent in the non-oil economy.

2. The mgjority of the poorest people in Nigeria depend directly on natural resources for
their livelihood. In addition, the society and the national economy also depend on services
provided by natural resources. These services are the foundation of Nigeria's economy - agri-
culture, livestock, water supply, forests, fisheries, and non-renewable energy. Ecological
processes support Nigerian rura life and the local economy through maintaining soil produc-
tivity and protection, the recycling of nutrients, the cleansing of air and water, and mainte-
nance of climatic cycles. At the genetic level, diversity found in natural life forms support the
breeding programs necessary for the improvement of cultivated plants and domesticated ani-
mals to enhance food supply and security. Wild floraforms the basis of a very significant
pharmacological industry and the traditional use of medicine for human and livestock needs,
as well as other nonrtimber forest products critical to local communities.

3. However, unsustainable land- use practices, over-exploitation of natural resources and
weak protected area management including buffer zones all pose a serious threat to the main-
tenance of ecosystem and habitats. In Nigeria, the links between poverty and natural resource
management are very clear. Large-scale land clearing results in serious erosion and soil 1oss
into rivers, which in turn causes mass-scale river siltation and flooding. Soil loss threatens the
agricultural productivity base of communities, while floods destroy fields and homes, leaving
many rural poor vulnerable.

Sector Issues

4. Nigeria occupies 923,773 Knt with a coastline that extends about 960 Km aong the
Atlantic Ocean. It is endowed with abundance natural resources and ecological diversity.
Natural vegetation reflects the topographic and climatic diversity. Rainfall gradient, the
minimum relative humidity, and the length of the dry season are the predominant influences
on vegetation types. Principal vegetation types range from dense mangrove forests of the Ni-
ger Delta and rain forests of the south, to dry grassland of the north, and montane grasslands
on the Jos and Mambila Plateau. Soils are largely of the ferruginous tropical type, with allu-
vial deposits along the mgjor rivers - the Niger and Benue.
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5. The nation isrich in biological diversity, many of which are of global significance,
including 24 species of primates. In addition, 274 mammalian species, 831 species of birds,
19 species of amphibians and 166 species of fresh water fish are also found in the country.
Exigting inventories identify 7,895 plant species, 484 of which are endangered. Many of
these plant species include wild relatives of important domestic species, medicinal plants, and
other plants of economic value. The use of medicina plants has aso been endorsed by gov-
ernment in its Health Strategy and Action Plan. As a signatory to the Convention on Biologi-
cal Diversity and the United Nations Convention to Combat Desertification, the government
has committed to sustainable natural resource management and use (land, water, air, minerals,
forests, fisheries, and wild flora and fauna) to produce ecosystem services that underpin the
existence and welfare of human life. The National Action Program to combat Desertification
which was produced by the government in 2001 has reported that between 50 percent and 75
percent of Bauchi, Borno, Gombe, Jigawa, Kano, Katsina, Kebbi, Sokoto, Y obe, and Zamfara
States in Nigeria are being affected by desertification whereas 10 percent — 15 percent of the
lands in Federal Capital Territory, Plateau, Adamawa, Taraba, Niger, Kwara and Kaduna
states are threatened by desertification. In these areas, population pressure resulting in over
grazing and over exploitation of marginal lands have aggravated desertification and drought.
Entire villages and major access roads have been buried under sand dunes in the extreme
northern parts of Katsina, Sokoto, Jigawa, Borno, and Y obe States. Besides the natural phe-
nomenon, poor land management practices and population pressure on marginal lands are
identified as major factors disrupting the ecological system. More specifically, four primary
causes have been reported, notably over-exploitation, poor irrigation practices, over-grazing
and deforestation.

6. Sector work carried out as part of the preparation of the 1990 World Bank report, To-
wards the Development of an Environmental Action Plan for Nigeria (IBRD Report No.
9002-UNI, 1990), noted that land degradation is the country's most serious environmental
problem. Three aspects to the problem were identified: soil degradation, affecting 50 million
people with an annual impact in excess of US$3 hillion; water contamination, affecting 40
million people and costing more than US$I billion to correct; and deforestation, affecting 50
million people with aloss of sustainable production from forest resources worth USD 750
million annually. In aggregate, the annual costs of these sources of environmental degrada-
tion were estimated to be as high as USD 5 billion (at 1990 prices). Therefore, natural re-
source base, in particular, land and water resources are major building blocks for integrated
rural sector development in Nigeria. Since the country has identified non-oil sector as the
primary focus of its development priorities, emphasis on farming and non-farming activities
have emerged notably in the government’s agenda. With the increase emphasis on agricul-
ture, fadama lands have become major focus of the government.

Fadama Lands

7. Fadamas are low-lying floodplain areas underlined by shallow aguifers. They are
found along Nigeria's mgjor river systems including Niger and Benue rivers, and wetland sys-
tems such as Hadgjia-Nguru. They play an important role in the recharge of the shallow
groundwater system through infiltration. Prior to their conversion to cultivation, the fadama
lands supported highly productive natural vegetation consisting of dense acacia scrubland,
open grassland and seasonally or permanently flooded open bodies of water supporting dense
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emergent vegetation including rushes, sedges and reeds. It provided source of water and for-
age for pastoral livestock during dry season. It also supported large and diverse resident or
transient wildlife including herbivores, carnivores and migratory birds.

8. Fadamas are remarkably different from adjacent uplands in terms of their ecology and
microclimate. Since they are low-lying flood prone, slow-draining areas, they generally pos-
sess finer texture and less acid soils. With an increasing pressure from farmers, pastoralists
and fishers, effect on ecology has been dramatic. Furthermore, lack of vegetation cover, ex-
tensive agriculture practices, construction of dams, management of reservoir, and competing
land uses including haphazard use of land for brick making cottage industry, land degradation
has emerged as one of the major natural resource management issues in fadama lands.

9. Therefore, to preserve the productive capacity of fadama lands and to make the
fadama resources equitably accessible to different user groups, a long term sustainable land
and water resource management regime is critical. The Second National Fadama Develop-
ment Project financed by the World Bank and Global Environment Facility contributes to the
sustainable management of productive capacity of fadama lands through the Community
Driven Development approach (for further information, check Bank approved PAD for IDA
funding).

Hydrologic and Socioeconomic Context
Rainfall and Drought

10.  Based on the climatic and ecological characteristics, Nigeria consists of three broad
eco-regions — Southern belt of coastal/forest zone; Middle belt of savanna zone; and Northern
belt of Sudan/Sahel zone. The Environmental and Socia | mpact Assessments as part of
Fadama Il preparation (IDA funded) and the Identification of Critical Ecosystems funded
through the GEF PDF B indicate that these eco-regions can be further sub-divided according
to the climatic and vegetation types. The vegetation types correspond to different ecological
zones: the semi-arid zone, where rainfall is erratic and less than 250 mm per year; the dry sub-
humid and sub- humid zones which lie south of the semi-arid zone with an average annual
rainfall from 250 to 500 mm; the humid zone, where average rainfall is between 500 to 1500
mm,; the very humid and plateau zones, where the wet season lasts about 6 months and aver-
age annual rainfall is about 1000 mm; and the coastal zones, which have a wet season which
lasts 10 or 11 months with two peak rainfall climatic regime. Each of these is further sub-
divided into sub-zones based on differencesin floral species composition. For example, the
coastal zone (also sometimes referred to as the tropical rainforest zone) is divided into three
sub- zones. mangrowve forest (salt water swamp) occurring in the Niger delta and along the At-
lantic coast of Nigeria, Fresh Water Swamp forestsin river valleys and Lowland rainforest
occurring further inland.

11. Sail texture in the different ecological zones range from sandy and sandy-clay, loamy
and sandy-loams and riverine alluvium. Over 5,103 species of higher plants have been identi-
fied throughout these regions, as well as awide array of animal species that includes over 247
species of mammals alone. These include some of the world’s more unigue species, such as
the West African Manatee, Pygmy Hippopotamus, Western Hartebeest, West African Bush
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Elephant, Wild Dog, Giant Eland, and 24 species of primate. In addition to these rare and dis-
tinct mammals, Nigeria has recorded over 885 species of birds, 900 species of fish, more than
109 species of amphibians, and over 135 species of reptiles.

Socioeconomic Situation

12. Incomes and productivity in rural areas are low and stagnant. The rural sector em-
ploys about seventy percent of the country’s labor force, generates one-third of its gross do-
mestic product (GDP) and accounts for about 5 percent of its total exports. However, about
70 percent of the rural population remains poor. Malnutrition and infant mortality rates are
still high and rura incomes are lower today than they were twenty years ago. Underlying this
trend is the basic problem that the value added per capitain agriculture and animal husbandry
has grown at less than one percent per year for at least fifteen years.

13.  Thefarming systems are predominantly upland subsistence agriculture that are highly
dependent on the vagaries of the weather, while the potential for irrigation, using underground
and surface waters, remain underdeveloped. The average irrigated area per rura household of
six is less than one hectare and 90 percent of the farms have less than two hectares of irrigated
land. Farmers use the remainder of their holding to diversify their production, by cultivating
rainfed crops, raising livestock, and producing fish. Agricultural production techniques have
remained rudimentary despite many years of work on technology generation and transfer.
Major crops produced by fadama farmers are okra, yam, sweet potato, cassava, tomatoes, orn-
ions, rice, onions, garden eggs (eggplants) and beans. The farmers also produce fruits, such
as, mangos, guavas, bananas, sugarcane and plantain to supplement their income from farm-

ing.

14. In addition to the farming communities, fadama lands are aso used by pastoralists and
fishers. In some areas, urbanization has encroached fadama lands and demand for land use has
seen tiff completion between farmers, pastoralists, fishers and cottage industrialist, in par-
ticular brick makers. The increased competition has had severe impact on land and water re-
sources management resulting in degradation of land, siltation in rivers and lakes, and deple-
tion of groundwater. Furthermore, the competing use has resulted in a steady growth in con
flict between different user groups, some of which were violent resulting in death and loss of
farm products and infrastructure.

Key Sector |ssues
15.  The main sector issues include:
Inadequate land and water management policy framework;
Inadequate institutional capacity;
Lack of coordination mechanism among key government agencies; and
Degradation of renewable resources including forest, surface water and ground wa-

ter.
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Sector |ssuesto be Addresed by the Project

16.

The main issues to be addressed include;

Enhancing existing capacity at national, state and local level: Strengthened national,
state and local capacity to address the key sector issues and sustainable resource man-
agement. Furthermore, the proposed project aims to raise awareness among at the
community level about watershed management and impacts on fadama productivity.
The Project will provide trainings, workshops and toolkits to all the major stakeholder
groups at the targeted sites about land and water resource management, better framing
practices and sustainable use of renewable resources.

Improving institutional mechanisms and coordination among key line ministries and
departments: Consorted and coordinated approach to watershed management is crucial
for alleviating land degradation and, therefore, improving fadama productivity. Since a
watershed comprises of different natural resources including forest, land and water, the
management of it rests on cooperation by different government agencies and ministries
at the federal and state level. The proposed project aims at establishing a coordination
framework for responsible state agencies to jointly address the watershed management
ISsues.

Providing alternative livelihood opportunities that enhance sustai nable management of
water shed to ensure fadama productivity: Sustainable management of resource base at
the watershed level in the fadamas depends on farming and non farming practices by
the communities. With the technical information and grant opportunities, farmers and
other resources users will be encouraged to adopt activities that enhance integrity of the
ecosystem and maintains ecosystem services. Since the project appliesa CDD ap-
proach, the project aims to encourage indigenous sustainable land and water resource
management practices for the protection of critical watersheds and promotion of sus-
tainable land use management in the targeted fadama areas to alleviate pressures from
marginal lands and critical ecosystems.
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Technical Annex 2:
Major Related Projects Financed by the Bank and/or Other Projects

1. The GEF, World Bank, UNDP and bilateral donors have provided support to the
Government of Nigeria to address key issues of globa and national importance including
biodiversity conservation, climate change, international waters and desertification which
Nigeria has identified as priorities for the country. Lessons learned from these activities
and from projects in other countries in Africa have been considered in the design and
preparation of the GEF component of Fadama ll. Some of these include:

Local Empowerment and Environmental Management Program which amsto: (a)
strengthen the policy and regulatory framework for environmental management at the
Federa level; (b) strengthen the institutional framework for environmental manage-
ment and in particular, the capacity for environmental impact assessment at the state,
local and community level in 9 participating states; (c) strengthen protected area and
biodiversity management in two of these 9 states (Bauchi and Niger). The protected
areas are Y ankari, Kainji Lake Nationa Parks, Lame Burra Game Reserve, and Ma
landumba Forest Reserve; and (d) support community investments to promote sound
natural resources management in the six target states.

Towards a National Environmental Action Plan for Nigeria (NEAP) which was fi-
nanced by the World Bank. This report published in 1990 formed the basis for the
country National Environmental Policy, Nigerian Agenda 21 and the design of the
World Bank funded Nigeria Environmental Management Project.

The World Bank funded Nigeria Environmental Management Project which essen
tially supported building of capacity at the Federal and State levels for environmental
management.

The World Bank also supported the government in carrying out an environmental as-
sessment of the Niger Delta, which resulted in the report entitled: Towards an Envi-
ronmental Development Strategy for the Niger Delta. The positive results of these
initiatives were largely lost due to the difficult political situation in the country during
the late 1990s.

The Government of Nigeria has made the conservation of biodiversity a national pri-
ority, having prepared a National Biodiversity Strategy and Action Plan which would
soon be adopted. The Strategy aims to: (@) improve conservation through the re-
tional system of protected areas; (b) promote sustainable use of biological diversity
through improved management; and (c) mainstream both conservation and sustain-
able use into decentralized development by means of an integrated approach to land
use planning at the local level. The following actions are prioritized in the strategy:
(i) the protection of ecosystems, especially watersheds, fresh water systems and tropi-
cal high forests; (ii) improving yields of both indigenous and exatic species facing
high economic demard to sustain their supply as well as protect their substitutes; (iii)
managing the fragile soils to provide conditions conducive to the perpetuation of spe-
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cies of economic, medicinal and genetic conservation value; (iv) regulating and pur i-
fying water flow and protecting valley forests and wetlands; (v) maintaining condi-
tions vital to the sustenance of protected areas and fragile habitats that threaten spe-
cies used for breeding and feeding; and (vi) enhancing the efficiency of biodiversity
resource use to reduce their exploitation rate.

National Health Strategy and Traditional Medicinal Plants. Nigeria s National
Health Strategy highlights the importance of medicinal plants and traditional
health systems. One of the key objectivesis to integrate safe and regulated tradi-
tional medical practices into the national health system. The strategy aims to pro-
mote research into the propagation of traditional medicinal plants, in-situ and ex-
situ conservation and promotion of medicinal plants, promote safe practices and
greater collaboration between public and private health providers.

National Fadama Development Project: In order to address the rural poverty in
Nigeriathat is adirect cause of increasing deforestation and unsustainable agr i-
cultural practices, the World Bank assisted the Government of Nigeria to imple-
ment the first IDA-funded National Fadama Development Project from 1993 —
1999, focusing on the development of low-lying alluvial flood plains or “fadama’
in Hausa language, for irrigation. The National Fadama Development Project
aimed to: (a) privatize drilling; (b) construct fadama and access roads and mar-
keting infrastructure; (c) simplify drilling technology for shallow tube wells, con-
duct aguifer studies and upgrade irrigation technologies; (d) organize fadama
farmers for irrigation management, cost recovery and better access to credit, mar-
keting and other services; and (e) complete afull environmental assessment of fu-
ture fadama development.

Lake Chad Basin Management Initiative This proposed GEF/UNDP/World Bank
initiative will complement the Fadama GEF activities. For example program ini-
tiatives in the Hadgjia-Nguru wetlands to promote restoration of degraded or
threatened areas; agro-forestry, in-situ and ex-situ conservation of biodiversity,
wild species, and medicinal plants; and ecologically sustainable livelihoods, will
complement the hydrology and integrated water management programs to be in+
plemented under the Lake Chad Basin initiative.

The proposed project aims at enhancing conservation of the critical network of
wetlands required by migratory waterbirds on the African/Eurasian Flyways.
This initiative seeks to improve the conservation status of African/Eurasian mi-
gratory birds by enhancing and coordinating measures taken by GEF eligible
countries to conserve the critical network of wetland areas that these birds require
to complete their annua cycle.

2. The program will also draw lessons from the GEF supported Ghana Northern Sa
vannah Biodiversity Conservation Project which aims to improve the livelihood and
health of communities in the northern savanna zone of Ghana through promoting sustain
able use and conservation of natural resources using ecosystem based approaches. The
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program will also build on the knowledge, lessons learned and implementation experi-
ence of biodiversity management programs in Cote d’ Ivoire and Burkina Faso (PCGAP
and GEPRENAF) as well as innovative programs, such as, the Cape Peninsula Biodiver-
sity Conservation Project, Maluti Drakensburg Transfrontier Conservation Management
Program of South Africa and the Mulanji Mountain Conservation Program of Malawi.



Technical Annex 3:

Results and Monitoring Framework

A. Results and Monitoring Framework

Project Development/
Global Environment Ob-
jectives

Outcome Indicators

Use of Results
I nfor mation

Project Development objec-
tive of Fadamalll isto sus-
tainably increase the incomes
of fadama users-- those who
depend directly or indirectly
on fadama resources (farmers,
pastoralists, fishers, hunters,
gatherers, and service provid-
ers) through empowering the
communitiesto take charge of
their own development
agenda and by reducing con-
flicts between them.

By end of project, 50 percent of
fadama resource users benefiting
from the project have increased their
average real incomes by 20 percent
compared to baseline.

By end of project, 60 percent of
FCAs have successfully implemented
their LDPs and other project-funded
activities using environmentally sus-
tainable and socially inclusive prac-
tices.

By year 6, conflict between fadama
users has been reduced by 50 per-
cent.

(Detail of PDO and related project de-
signin Fadama |l project PAD ap-
proved by the Bank Board in 2003 -
Report No. 26133 UNI)

YR1-YR6: Government maintains its
commitment to a policy of decentraliza-
tion.

Y R1-YR6: Sectoral and economic
framework enables profitable Fadama
enterprises.

Y R1-YR5: Needed investments are
made in roads and other marketing in-
frastructure.

Y R1-YR4: FCAs have the capacity to
screen the projects and enforce the envi-
ronment guidelines that are part of
EMP.

Y R1-Y R4: Members of various user
groups/ FCAs and government Fadama
development groups have the capacity
and the commitment to ensure that all
groups are included in decision-making
and participate in project planning proc-
€sses.

Global Environment objec-
tive: Productivity of fadama
areas and the livelihood sys-
temsthey support are en-
hanced through sustainable
land and water management
(SLWM) for fadama usersin
the six targeted states.

By project end, sustainable water-
shed management coordination ca-
pacity established in at least 60% of
the participating states;

By project end, sustainable land and
water management practices are
mainstreamed in local development
plansin at least 35% of the partici-
pating communities;

By project end, area under sustain-
able land and water management
practices at the three pilot sites have
increased by 80%.

Y R1-Y R6: Government remains com-
mitted to sustainable land and water
management.

Y R1-YR4: Critical ecosystems man-
agement is fully integrated and main-
streamed into the project.
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Intermediate Results
One per Component

Results Indicators for Each Compo-

Use of Outcome Monitoring

nent
Component 1 la) By end of 1year, aframework for Y R1-Y R6: Continuous update of the
Capacity of National, State, watershed management is prepared. framework is ensured.
Local and Communitiesin
sustainable land use planning | 1b) By end of project, sustainable land YR1-YR3: FacilitatorssFCAs internal-
at watershed level strength- and water use planning are adopted ized in sustainable land management
ened. by at least 50 percent of FCA practicesin LDPs.
members implementing LDPs.
Y R1-YRS3: Right incentives for partici-
pants to take training and adopt SLWM
practices are provided.
YR1-YR4: FCAswilling to adopt Sus-
tainable Land and Water use practices
(SLWM).
Y R1-YR6: Stakeholder ownership at
national, state and local levels guaran-
teed.
Component 2 2a) By end of project, a management YR1-YRS3: Identify gapsin the frame-
Toimprove Integrated Water- plan for Oguta Lake is prepared work for integrated watershed manage-
shed Management practices. and i mplemented. ment that would prevent communities
adoption.
2b) By end of project, 50 percent of
L DPs implemented use improved Y R1-Y R3: Proper incentives for com-
groundwater management Strategy munitieStO adOpt the frarne/\/ork are
made known to them.
2c) By end of project, 3 community
forest reserves have been estab- YR1-YR6: States remain committed to
lished in the targeted states. support unhindered execution of the wa-
tershed management and coordination
function.
Component 3 3a) By end of project, 50 percent of Y R1-Y R4: Proper incentives for com-
Alternative livelihood activi- partici pating communities have munities to seek alternative livelihood
tiesthat promote sustainable implemented alternative livelihood activities are in place and attractive
land management practices activitiesin at least 50 percent of enough to encourage communities to
have been adopted by com the participating states. implement sustainable watershed man-
munities. agement.
3b) By end of project, 60% of man-
agement plans are prepared for Y2-Y6: Appropriate training and
highly degraded areas and are be- knowledge sharing mechanisms imple-
ing implemented. mented to increase awareness of com-
munities.
Component 4 4a) By end of year one, project coordi- Y R1-YR6: Government regularly pays

(a) Project Management and
Implementation.

nation and management systemsfor
this component are established in
coordination with the Fadamall
Project.

counterpart contributions and remains
committed to the project.

YR1-YR6: Thefederal, state and local
governments' support /coordination are
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in place.

Y R1-Y R3: The signed memorandum of
understanding (M OU) on the readiness
to implement integrated watershed
management coordination framework
adhered to by MOA.

(b) Monitoring and Evalua-
tion (M&E)

@

(b)

By end of year one, M& E Manual
and an M&E Plan for Y 1 have been
established.

By end of project, the M&E planis
fully implemented and sustainable.

Y 1: NFDO through consultancy has
prepared the M& E Manual.

Costing for the preparation of an M& E
Manual included under the Project.

Y2-Y6: NFDO coordinating the imple-
mentation of the M& E.
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B. Arrangementsfor Results Monitoring

Responsibility for

Frequen Data Collec- :
Indicator Baseline YR1 YR2 YR3 YR4 YR5 YR6 andRe | tion Ingru. | DataCollestion
ports ments (08 ol SIpEn
sion (S)
Outcome indicators
Ineffective Establishment of sustain- | 20% achieved 30% achieved 30% achieved 50% achieved 50% achieved PIM and Information DC: SFDO
_(a) By pro- coordination able land and water use Annua and Data S: SFDO/NFDO
Je.Ct end, sus- between vari- | sub-committee and main- Work Plan | network
tainsblewa | s gate streaming it into State
tershed mar- agencieswith | Fadama Development Project Workshop
agernajt co- mandate on Committee (SFDC). monitor-
ordlna_ttlon land and ing and Training
f:gﬁ%ﬁ a water man- evauation
least three agement. reports Evaluations
states,
. Sustainable Sensitization/mobilization | Mainstreamed Mainstreamed Mainstreamed Mainstreamed Mainstreamed PIM and Information DC: SFDO
(b) By proj ect Land and efforts on theimportance | SLWM priori- | SLWM priori- | SLWM priori- | SLWM priori- | SLWM priori- | Annual and Data S: SFDO/NFDO
end, sustain- Water Man- of SLWM practices. tiesin LDPsby | tiesin LDPsby | tiesinLDPsby | tiesin LDPsby | tiesin LDPsby | Work Plan | network
cbleland and agement 20% of partici- | 30% of partici- | 40% of partici- | 50% of partici- | 50% of partici-
water man- (SLWM) not pating commu- | pating commu- | pating commu- | pating commu- | pating commu- | Project Workshop
a_gement prec- | 5 priority in nities. nities. nities. nities. nities. monitor-
tlogs ae LDPs. ing and Training
mainstreamed evaluation
inlocal de- :
velopment reports Evaluations
plans, in at
least 50% of
the prticipa-
ing states.
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B. Arrangementsfor Results Monitoring

Responsibility for

Frequen Data Collec- :
Indicator Basdline YR1 YR2 YR3 YR4 YRS YR6 andRe. | tion Ingru- | DataCollection
(DC) and Supervi-
ports ments son ()

The pilot Workshopsand training Mechanisms SLWM prac- SLWM prac- SLWM prac- SLWM prac- PIM and Information DC: SFDO
.(C) By pro- watersheds organized. for internaliz- tices at three tices at three tices at three tices at three Annua and Data S: SFDO/NFDO
ject end, area (Oguta Lake, ing SLWM pilot sitesand pilot sitesand pilot sites and pilot sitesand Work Plan | network
under sustairn- AndiwalLake | Prepare Management practicesmain- | areasincreased | aressincreased | areasincreased | areasincreased
ableland and and Eriti Plansfor 3 pilot sites. streamed into by 20%. by 30%. by 65%. by 80%. Project Workshop
water man- forest re- Fadama Il and monitor-
agement prac- serve) not areaincreased ing and Training
tices aI_the being sus- by 10%. evaluation
three pilot tainably man- reports Evaluations
sites have aged
increased b '
809 Y M&E Reports
Results Indicatorsfor each Component
la) By endof | Ineffective TOR Finalized; Consult- | Framework Framework Framework Framework Framework Project Workshop DC: NFDO
year one, a coordinating ant hired. adopted by at adopted by adopted by adopted by adopted by monitor- S: SFDO/NFDO
framework mechanism least 10% of 20% of FCA 30% of FCA 40% of FCA 50% of FCA ing and Training S: TOC (Techni-
for watershed | for watershed | Study commissioned; FCA members. | members. members. members. members. evaudtion cal Oversight
management management Inception workshop or- reports Evaluations Committee)
is prepared. ganized (Q1-Q2 of the

year). M&E Reports

State workshop organized
(Q3).

Final national level work-
shop organized (Q4).

Framework prepared and
disseminated (Q4).
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B. Arrangementsfor Results Monitoring

Responsibility for

Frequen Data Collec- 2
Indicator Baseline YR1 YR2 YR3 YR4 YR5 YR6 andRe | tion Ingru. | DataCollestion
(DC) and Supervi-
ports ments son ()

1b) By end of | Inadequate Sustainable land man- Training events | Training events | Facilitatorsand | Fecilitatorsand | Fecilitatorsand | PIM and Workshop DC: NFDO
project, sus- dataon num- | agement practicesmodule | organizedinat | organizedin NGOsprovide | NGOsprovide | NGOsprovide | Annua S: SFDO/NFDO
tainable land ber of com- added to facilitatorstrain- | least three ad- remaining adviseto com- | advisestocom- | advisestocom- | Work Plan | Training S: TOC
use planning munitiesin ing. ditional states. | states. munities on munities on munities on
practices are the target sustainable sustainable sustainable Project Evaluations
adopted by at | sites. Communities are identi- Facilitatorsand | Fadamall fa land manage- land manage- land manage- monitor-
least 50 % of fied in tergeted sites. NGOsprovide | cilitatorsand mentasLDPs | mentasLDPs | mentasLDPs | ingand
FCA mem- Weak data advisesto com- | NGOsprovide | are prepared. are prepared. are prepared. evaluation
bersimple- sharing Government (national, munities on advises to com- reports
menting mechanism state and local) represen- | sustainable munities on
LDPsin GEF | between tatives identified for train- | land manage- sustainable Completed
co-financed various gov- ing. ment as LDPs land manage- LDPs
project areas. | ernment are prepared. ment as LDPs

agencies Training events organized are prepared.

responsible in at least one state.

for integrated

water shed Facilitators provide ad-

management. | viseto communities on

sustainable land man-

No dataon agement as LDPs are

number of prepared.

government

representa

tives respon-

siblefor sus-

tainable land

management

in watershed

level in tar-

geted sites.
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B. Arrangementsfor Results Monitoring

Responsibility for

Frequen Data Collec- :
Indicator Baseline YR1 YR2 YR3 YR4 YR5 YR6 andRe | tion Ingru. | DataCollestion
(DC) and Supervi-
ports ments son ()
2a) By end of | No manage- Data collected. Management Management Management Management Management PIM and Workshop DC: NFDO
project, a ment plan plan approved plan under plan under plan under plan under Annua S: SFDO/NFDO
management exist. Management plan drafted | and under im- implementa- implementa- implementa- implementa- Work Plan | Training S: TOC
plan for -Inadequate and presented to commu- | plementation. tion. tion. tion. tion.
OgutalLakeis | datafor the nities. Project Evaluations
completed management monitor-
and imple- of Oguta Stakeholder consultation ing and
mented. Lake. on the management plan. evaluation
reports
Datagen-
erated.
Manage-
ment plan.
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B. Arrangementsfor Results Monitoring

Responsibility for

Frequen Data Collec- 2
Indicator Basdline YR1 YR2 YR3 YR4 YRS YR6 el e (Dg‘g)‘gr‘]’('j'egj'p";w_
ports ments son ()
2b) By end of | Preliminary A groundwater monitor- Aningtitutional | Improved Improved Improved Improved PIM and Workshop DC: EO (Envi-
project, 50 dataon ing mechanism esteb- mechanismin groundwater groundwater groundwater groundwater Annua ronmentOfficer)
percent of groundwater | lished. place. management management management management Work Plan | Training S: EO/ISFDO/
targeted area | including strategy is strategy is strategy is strategy is NFDO
LDPsimple- level of Datacollected. | completedinat | completed inat | completedinat | completedinat | Project Evaluations
mented use groundwater, least oneof the | least two of the | least three of least three of monitor-
improved extraction Datasharing targeted states. | targeted states. | the targeted the targeted ing and Field data
groundwater and recharge. protocol estab- states. states. evaluation | collection
management lished and reports (e.g., survey,
strategy. agreed on by instruments,
al the relevant Monitor- €tc.).
ingtitutions. ing data
and analy -
Draft strategy sis report.
for improved
groundwater
management is
prepared in at
least one of the
targeted states.
Consultative
processto dis-
cuss draft strat-
egy commis-
sioned.
-Strategy final-
ized and pre-
sented for ap-
proval.
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B. Arrangementsfor Results Monitoring

Responsibility for

Frequen Data Collec- 2
Indicator Basdline YR1 YR2 YR3 YR4 YRS YR6 andRe. | tion Ingru- | DataCollection
(DC) and Supervi-
ports ments son ()
2c) By end of | Inadequate Delineation survey car- Assessment of | Management Management Management Management PIM and Workshop DC: EO
project, num- | dataoncom- | ried outin the targeted the forest car- plan prepared plan prepared plan prepared plan prepared Annua S: EQO/ISFDO/
ber of com- munity for- community forest re- ried out in at and agreed on and agreed on and agreed on and agreed on Work Plan | Training NFDO
munity forest | ests. Serves. least 30% of for community | for community | for community | for community
reserves have the targeted forestsin40% | forestsin60% | forestsin70% | forestsin80% | Project Evaluations
been estab- Assessment of theforest | sites. of thetargeted | of thetargeted | of thetargeted of thetargeted | monitor-
lished in two- carried out in at least 15% sites. sites. sites. sites. ing and Field data
thirds of the of the targeted sites. evaluation | collection
targeted areas. reports (e.g., survey,
instruments,
Monitor- €tc.).
ing data
and analy -
sisreport.
3a) By end of | -Inadequate Participating Rural Ap- Alternative Alternative Alternative Alternative Alternative PIM and Workshop DC: SFDO
project, 50 dataon com- | praisers(PRA) inthe livelihood ac- livelihood ac- livelihood ac- livelihood ac- livelihood ac- Annua S: SFDO/NFDO
percent of munities. communities identified tivitiesare tivitiesare tivitiesare tivitiesare tivitiesare Work Plan | Training S: TOC
participating -Limited for the targeted sites. implementedin | implementedin | implemented a | implemented at | implemented in
communities preiminary at least 25% of | at least 50% of | least 50% of least 50% of at least 65% of | Project Evaluations
have imple- dataon types | Protocol isestablishedin | the communi- the communi- the communi- the communi- the communi- monitor-
mented alter- | of dternative | accessing grant support tiesin one-third | tiesin one-third | tiesin two- tiesin all pa- tiesin al pa- ing and
native liveli- livelihood for livelihood activities. of participating | of participaing | thirds of par- ticipaing ticipaing evauation
hood activi- activities. states. states. ticipating states. states. reports
tiesin at least Information provided to states.
50% of par- communitiesin what are Information Information Information Completed
ticipating eigiblelivelihood activi- | provided to provided to Information provided to LDPs
states. ties and how to access communitiesin | communitiesin | provided to communitiesin
grants. what are elig- what are elig- communitiesin | what are elig-
ble livelihood ble livelihood what are elig- ble livelihood
activitiesand activitiesand ble livelihood activitiesand
how to access how to access | activitiesand how to access
grants. grants. how to access | grants.
grants.
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B. Arrangementsfor Results Monitoring

Responsibility for

Frequen Data Collec- 2
Indicator Basdline YR1 YR2 YR3 YR4 YRS YR6 el e (Dg‘g)‘gr‘]’('j'egj'p";w_
ports ments son ()
3b) By end of | Inadequate PRAsin all communities | -Management -Management -Management -M anagement -Management PIM and Workshop DC: SFDOs
project, 60% | dataon in the sitesidentified. Plansfor 10 Plansfor 10 Plansfor 10 Plansfor 10 Plansfor 10 Annua S: SFDO/NFDO
of manage- highly de- degraded areas. | degraded areas. | degraded areas. | degraded areas. | degraded areas. | Work Plan | Training S: TOC
ment plansfor | graded areas. | Management Plansfor 10 | .
highly de- degraded aresas. Evaluations
graded areas -Grant support | -Grant support | -Grant support | -Grant support | -Grant support
have been Grant support to commu- | to communities | to communities | to communities | to communities | to communities | Project
prepared and nities for 10 management | for 10 man- for 10 man- for 10 man- for 10 man- for 10 man- monitor-
implemented. plansfor highly degraded | agement plans | agement plans | agement plans | agement plans | agement plans | ing and
areas. for highly de- for highly de- for highly de- for highly de- for highly de- evaudtion
graded aress. graded areas. graded areas. graded areas. graded areas. reports
Completed
LDPs
43a) By end of | Fadamall Ingtitutional mechanism Implementation | Implementation | Implementation | Implementaion | Implementation | Clear Supervision DC: SFDO
year one, institutional in place. performance at | performance performance performance performance TOR missions S: SFDO/NFDO
project coor- mechanism least 90%. 100% 100% 100% 100%
dination and including PIM Supervision
management NFDO, Missions
systemis SFDO, Annua
establishedin | LFDO. Work Plan | Archivesand
coordination reports
with Fadama
Il and imple-
mented with
due diligence.
4b) By end of | M&E plan M&E Manual and M&E M&E Plan M&E Plan M&E Plan M&E Plan M&E Plan Project M&E Report | DC: SFDO
project, M&E | for Fadamall | Plan for the GEF co- implemented implemented implemented implemented fully imple- monitor- S: SFDO/NFDO
plan for the available. financed activities pre- by at least by at least by at least by at least mented. ing and
project is M&EMan- pared. 60%. 70%. 80%. 90%. evaluation
fully imple- ua for reports
mented. Fedamall
GEF will be PIM
prepared.
Annual
Work Plan




Technical Annex 4:
Detailed Project Description

1. The Federal Government of Nigeria has secured an International Development Asso-
ciation (IDA) facility to implement a Second National Fadama Development Project, which is
aimed at improving the incomes of 2.3 million rura households, whose livelihood depend di-
rectly or indirectly on fadama activities. The proposed Global Environment Facility co-
financed component of the Fadama Il project will assist government in its effort to improve
fadama productivity by ensuring the continual provision of ecological services. This project
will provide the incremental costs for six of the eighteen states in the Second Nationa fadama
Development project. The target beneficiaries for the project will include both members of
the Fadama Community Associations and other communities located within areas of interven
tion sites (watershed).

2. The objective of Fadamal Il is to sustainably increase the incomes of fadama users --
those who depend directly or indirectly on fadama resources (farmers, pastoralists, fishers,
hunters, gatherers, and service providers) - through empowering communities to take charge
of their own development agenda, and by reducing conflict between fadama users. The pro-
posed Project will take a demand-driven approach whereby all users of fadama resources will
be encouraged to develop participatory and socially-inclusive Local Development Plans. The
LDPs will provide the basis for sypport under the Project.

3. To complement the Fadama Il and to ensure the long term sustainable management of
fadama lands, the Federal Governmert of Nigeriarequested the Global Environment Facility
for agrant support. The GEF intervention would target four hundred and sixty thousand
(460,000) beneficiaries.

4. Thus, the GEF co-financed project is aimed at ensuring the productivity of fadama
lands and the livelihood systems they support through sustainable land use management. The
objective of the project will be achieved through sustainable watershed management, river
basin and forest/woodland management, capacity enhancement at the national, state and local
levels, and grant support to fadama communities for sustainable land management. By the
end of the project it is expected that sustainable land use management practices would have
been adopted by beneficiaries in the target areas.

5. Based on a study supported by the GEF Preparation Grant (“socio-ecological survey
of fadama critical ecosystems’), and the recommendations of a “stakeholder design work-
shop” held in Jos on May 5 — 7, 2004, and re-confirmed at a “stakeholder project pre-
appraisal workshop” held in Lokoja in February 2005, the proposed project will be imple-
mented in the following critical ecosystem sites:

@ Imo State: Oguta Lake Watershed Catchment Areg;

(b) Kebbi State: Jega-Dimbegu Watershed Catchment Area;
(© Kwara State: Ajasse-1po Watershed Catchment Area;
(d) Kogi State : Koton Karfe Watershed Catchment Areg;
(e Ogun State: Eriti Watershed Catchment Area; and

) Bauchi State: Andiwa Lake Watershed Catchment Area.
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6. The beneficiary of GEF co-financed activities include community members of FCAS
as well as community members who are not part of FCAs but directly impact watersheds in
the targeted sites. The mechanisms for targeting FCAs members are defined in the Fadamal |l
implementation manual. However, for community members who do not belong to FCAs, a
mechanism to ensure a socially inclusive strategy will be devised. This may involve providing
more training for the FCA facilitators and contracting NGOs as an umbrella entity.

Project Components

Component 1: Capacity Building (USD 22.95 million, of which USD 1.42 million financed
by GEF)

7. The aim of this component is to enhance the capacity of different stakeholder groups
including relevant federal, state and local government, NGOs, community based organiza-
tions, and fadama users in targeted sites for sustainable land and watershed management. The
component is devised to use a coordinated approach in providing specific awareness raising
programs, workshops, and short trainings to stakeholders. A set of technical and socio-
economic tool kits for sustainable land management at the watershed level will be developed
including planning and aralytical tools (e.g., GIS) for government officials, tillage and crop
mix/rotation techniques for farmers, and sustainable harvest techniques for forest and nort
timber forest products and fishing for community members. Institutional capacity will be
strengthened through the training, planning and analytical tools. It will be complemented by a
joint supervision visit at the watershed twice a year by the three relevant state environmental
agencies including state ministry of environment, department of forest and land, and ministry
of water.

Sub-component 1.1. Institutional Strengthening for I ntegrated Watershed Manage-
ment (GEF contribution USD 1.0 million): The current institutional responsibility for
water shed management is spread amongst four Federal entities - the Federal Ministry of
Environment, the Federal Ministry of Agriculture and Rural Development, the Water Re-
sources and the River Basin Development Authorities (RBDAS). A similar situation ex-
ists at the state level. However, these agencies often carry out functions at the inter-
agency level within their ministries or department, thereby leaving a gap in coordination
and fragmentation in their efforts, and resulting inefficiency. The need for creating a co-
ordinating mechanism that would ensure complementarities in each agency’s approach is
therefore paramount. This sub-component will address this gap.

» Adctivity 1: Review of Policies and Regulations at the Federal Level (GEF contri-
bution USD 0.2 million): There are several policies related to watershed man-
agement in Nigeriaincluding the Nationa Policy on Environment, the National
Forest Policy, the National Policy on Drought and Desertification, the National
Policy on Agriculture and the National Policy on Water Resources. All these con
tain elements of watershed management and would need to be reviewed in order to
ensure that gaps and overlaps are identified, and a mechanism for effective coordi-
nation devised and adopted. The findings of this policy review will be subject to a
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review by national, state, local and community stakeholders including government
and non-governmental organizations (NGOs) and facilitators for the Fadamalll.

» Activity 2: Enhanced Capacity for Sustainable Land Use Planning at Watershed
Level (GEF contribution USD 0.4 million): This activity is designed to enhance
the capacity of state and local level agencies including NGOs, community repre-
sentatives and Facilitators for the Fadamall. A number of training modules will be
developed along with specific toolkits for sustainable management of resource
base at the watershed level, including technical planning and analytical tools for
government officials, tillage and crop mix/rotation techniques for farmers, and sus-
tainable harvest techniques for forest and non-timber forest products and fishing
for community members. Thiswill include environmental evaluation techniques
for payment of ecological services.

» Activity 3: Strategic and Baseline Studies (GEF contribution USD 0.3 million):
In order to monitor project impacts, a baseline study will be conducted for each of
the selected sites in the six states. Thiswill enable an informed assessment of pro-
ject outputs and outcomes and will include detailed ecological assessment of the
GEF intervention.

» Activity 4. Geographic Information Systems (GIS)/Remote Sensing Facilities
(GEF contribution USD 0.1 million): The use of GIS/RS technology in provid-
ing accurate real- time data on the sites will ensure effective and efficient monitor-
ing, and therefore, management of land use, water and forest resources.

Sub-component 1.2. Capacity Building at Community Level for Watershed Manage-
ment (GEF contribution USD 0.4 million): An underlying objective of the GEF inter-
vention is to empower communities to be able to address watershed management issues.
Therefore, training will be provided to community members to enable them to appreciate
the significance of effective land use and water resources management, and biodiversity
conservation. The training for the FCAs members will ensure that the formulation of Lo-
cal Development Plans internalizes sustainable water, land and forest resources manage-
ment practices at the watershed level. The sub-component will also support a bi-annual
study of the watersheds, complemented by regular monitoring and evaluation visits by the
SFDO environmental officers.

» Activity 1. Awareness Program (GEF contribution USD 0.2 million): Funda-
mental to all the capacity building effortsis a need to increase the awareness levels
of communities on the underlying principles of the GEF intervention. The pro-
gram will involve a number of public awareness tools designed to impact the intent
of the intervention including folk dramas, focus groups, talks at community meet-
Ings, schools, women'’s groups and radio programs, and promotional materials.

» Activity 2: Strengthening the sustainability of development planning at community
(LDP) level (GEF contribution USD 0.2 million): This activity will provide sup-
port to the state level fadama environment officer at SFDO and state level officers
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responsible for environment and natural resource management to be aware and
equipped to ensure LDPs address global issues at the watershed level and monitor
implement ation progress.

Component 2: | ntegrated Ecosystem Management at Watershed level (USD 8.81 million, of
which USD 4.08 million financed by GEF)

8. This component addresses the technical, social and location specific activities to im-
prove the management of critical watersheds that ensures fadama productivity and sustainabil-
ity. Major activities include strengthening existing watershed planning and coordination
mechanism among the relevant state agencies (see component 1 as well), sustainable man-
agement of forest resources for the protection of fadama areas (especially supporting the es-
tablishment of community forest reserves), developing alake management plan for a pro-
posed RAMSAR site and a study and monitoring activities to understand the water flow re-
gimesin fadama areas. A reservoir study will be commissioned to have a better understard-
ing of the surface water flow and management. Furthermore, a monitoring plan will be de-
vised to improve the management of ground water and shallow aquifers.

Sub-component 2.1 Protection of Critical watersheds (GEF contribution USD 2.5
million):

> Activity 1: Sustainable Management of Forest Resources for the protection of
fadama areas (GEF contribution USD 1.9 million): This activity supports provi-
sions of the Forest Policy especially asit relates to community forestry in the in-
tervention sites. It will provide support for the management of:

a) Eriti Community Forest (which isarain forest);

b) Dumbegu Communal Forest Areg;

C) Buzuzu Forest Reserve in Andiwa Lake intervention ares;
d) Ohgji Forest Reserve; and

e Ajasse-1po Communal Forest.

These sites will be surveyed and delineated. Management plans for both sites will
be developed for sustainable management. The communities will be empowered
to take control of the management of these sites. Similarly, the creation of buffer
zones around these sites would also be a major activity to further reduce pressure
on sites. Thiswould mostly be in the form of community wood lots.

Management plans will be reviewed by the Bank to ensure that they will achieve a
standard of forest management and are developed with the meaningful participa
tion of locally affected communities, consistent with the principles and criteria of
responsible forest management.

» Activity 2: Establishment of Watershed Planning and Coordination Capacity (GEF
contribution USD 0.5 millilon): The current responsibility for the management of
watershed spreads among various agencies without a mechanism to ensure harmony
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and coordination. In order to ensure efficiency, a coordinating mechanism will be es-
tablished so that all the relevant agencies work together to complement their efforts.
Equally important is the provision of requisite training to improve their skillsin effec-
tive planning and monitoring including equipped them with appropriate tools such as
maps to enable them to make informed decision on the use and sustainable manage-
ment of these watersheds. Capacity for data collection, collation and analysis would
also be provided. Memorandum of Understandings will be signed between the various
agencies to reflect agreed roles and responsibilities by each of them.

Sub-component 2.2 | mproved Water Management (GEF contribution USD 1.6 million):
This sub-component will address the fundamental issue of ensuring the availability of we-
ter for fadama sustainability. 1t would provide for the development of a management plan
for the Oguta Lake in Imo state, provide for effective monitoring of ground water levels
and assess the impact of reservoir management along the River Niger floodplains.

> Activity 1: Study Of The Impact Of Reservoir Mgt On Water Regime In Fadama Ar-
eas (GEF contribution USD 0.5 million): Empirical evidence suggests that dam
construction at the up stream in some fadama areas resulted in reduced water flows to
down stream areas. This study would be conducted in Ajasse-1po and Koton Karfe
that fall on the plains of the River Niger. This study will also be conducted in Eriti
and Dumbegu which occupy the flood plains of rivers Oyan and Zanfara respectively.
There are three dams constructed along the river that could affect water availability for
fadama practices along these plains including @) Kainji Hydro-Dam; b) Jebba Hydro-
Dam; and c) Shiroro Hydro-Dam. Inaddition, a dam has been constructed on each of
rivers Zamfora (Shegari dam), Oyan (Oyan dam) and Osin (Kuduu-Oro dam). The
study will make recommendations for the management of these dams to ensure dam
safety and optimal base water flows for maintaining fadama productivity.

> Activity 2: Development of Management Plan for Lake Oguta (GEF contribution
USD 0.1 million): Lake Oguta is being proposed as one of the RAMSAR sitesin Ni-
geria. The integrity of the lake is serioudly threatened by oil pollution resulting from
oil exploration activitiesin the area. The lake does not have a management plan. This
activity will support in developing a management plan for the lake, which will im:
prove the chances for it to get designated as a RAMSAR site in the country.

» Activity 3: Improved Groundwater Management (GEF contribution USD 1.0 mil-
lion): The availability of water isthe most critical element of fadama activities. Pro-
vision was made for water monitoring in the Fadama ll, however, the provision mostly
relatesto surface water. This activity supports ground water monitoring in the se-
lected sites. The monitoring will help assess the ground water situation and recom-
mend remedial activities for the recharge of underground aguifers. This component
will use ground water monitoring, water assessment and water balance to determine
overall management of water in the fadama area within the watershed. It will also re-
quire the development of water management plansin al the six states but limited to
the catchment of intervention. It will produce specific action plans for the manage-
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ment of ground water in the fadama areas. It will involve, potentialy, the regulatory
mechanisms — poor incentives for promoting sound water management.

Component 3: Community Sustainable Land Management (USD 14.05 million, of which
USD 3.96 million financed by GEF)

9. This component focuses on providing support to FCA and nontFCA community
members through FCAs, community groups and NGOs to develop local initiatives that en
hance the structural and functional integrity of ecosystems, especially sustainable land use
practices that improve rura livelihoods. The component supports indigenous initiatives for
the protection of critical watersheds and promotion of sustainable land use management in the
targeted fadama areas to alleviate pressures from marginal lands and critical ecosystems.
Specific sets of criteria are being developed for communities to access grant support for ac-
tivities that promote sustainable land and watershed management. The grarts will be dis-
bursed through FCAs. The size of the grant ceiling will be determined by the cost of the slb-
project. Some of the envisaged activities that could be supported under this component in-
clude those which: (a) promote biodiversity conservation; (b) alternative livelihoods in highly
degraded critical fadama areas; (c) support energy efficient use of solid fuels for watershed
protection and carbon dioxide sequestration; and (d) establish community woodlots on river-
banks and other degraded areas. Support will also be provided for the adoption of indigenous
and better farming practices that promotes sustainable land management especially improved
tillage methods, soil and water conservation techniques, efficient pasture and rangeland man-
agement.

Component 4: Project Management and M& E (USD 17.41 million, of which USD 0.57 mil-
lion financed by GEF)

10.  This component focuses on project management mechanisms including monitoring
and evaluation plans to implement the project. The project management and M&E for the
GEF financed project will be fully integrated with IDA-funded Fadamalll. The Fadamall
Project Management subcomponent supports new or existing institutional entities and meche:
nisms at the federal, state and local levels of government for overall project coordination and
supervision and would help to strengthen the effectiveness and quality of Project operations.
It will support, at the federal level, the National Fadama Development Office --attached to the
Project Coordinating Unit of FMARD--which will be responsible for overall Project coordina-
tion. The Subcomponent will also support the SFDO housed at the ADP. At the local gov-
ernment level, the Project will support a Local Fadama Desk (LFD) and a multi-stakeholder
committee which will be responsible for, respectively, screening and approving LDPs and
subproject proposals submitted by the FCAs. Specific items and activities to be funded in-
clude equipment, vehicles, operations and maintenance costs, refurbishing of the office at
NFDO aswell asthe SFDOs and LFDs of participating states. It will finance specialized
technical assistance and training at the federal, state, and local levels aimed at developing ca
pacity for coordination of implementation.
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Table6: Priority Themesand Indicative I nterventions (a positive list will be finalized during
appraisal in agreement with stakeholders)

Preliminary Priarity | Indicative I nterventions List of Sites
Themes
1. Reducing Depend- | - Afforestation of degraded dryland forests - Sitein
ence on Wood (and - Promotion of alternative and/or renewable energies such as solar, wind,
Charcoal) for Domes- biogas, gas
tic Energy - Awareness raising and education
- Participatory, community approach
2: Improving Farming | - Awareness raising, education and enforcement of laws concerning bush -Sitein
Techniques and Prac- fires
ticesin Rain-fed Ag- - Promotion of environmentally appropriate techniques for intensive agri-
riculture culture
- Rehabilitation of degraded fallow land and soil and water conservation
- Protection and rehabilitation of riverbanks.
3: Improving Farming | - Baseline surveys and anaysis - Sitein
Techniquesand Prac- | - Improved irrigation techniques
ticesin Irrigated Agri- | - Association of fish cultureto irrigation
culture - Rehabilitation of infrastructure and control of pollution and salination
4: Reversing Degrada- | - Development of modern abattoirs -Sitein

tion of Soils, Pastures
and Animal Healthin
the Livestock Sector

- |dentification and improvement of transport to markets

- Community savings and loans to assist in marketing and insurance
- Improvement of animal health

- Development of pasture corridors and access for pastoralists

- Provisions of optionsfor pastoralists

- Awarenessraising
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Technical Annex 5:
Table 7. Summary of Project Costs

NIGERIA

Second National Fadama Development Project Critical Ecosystems Management
Components Project Cost Summary

A.CAPACITY BUILDING
1. Institutional Strengthening at Federal/State/LGA Level for IWM
Review of Federal Policies and Regulations
Capacity Building in Sustainable Land Use Planning
at Watershed Level
Strategic and Baseline Studies
GIS/Remote Sensing Capacity

Subtotal Institutional Strengthening at Federal/State/LGA Level for IWM

2. Capacity Building at Community Level
Awareness Program
Strengthening the Sustainability
of Development Planning at Community (LDP) Level
Subtotal Capacity Building at Community Level
Subtotal CAPACITY BUILDING
B. WATERSHED ECOSYSTEM MANAGEMENT
1. Protection of Critical Watersheds
Sustainable Management of Forest Resources
for Protection of Fadama Areas
Establishment of Watershed Planning
Subtotal Protection of Critical Watersheds
2. Water Management Improvement
Study of Impact of Reservoir Mgt.
on Water Regime in Fadama Areas /a
Management Plan for Lake Oguta /b
Improved Groundwater Management
Subtotal Water Management Improvement
Subtotal WATERSHED ECOSYSTEM MANAGEMENT
C. COMMUNITY SUSTAINABLE LAND MANAGEMENT SUPPORT
Livelihood Activities Support
Support the Adoption of Indigenous Sustainable
Land Management Practices
Subtotal COMMUNITY SUSTAINABLE LAND MANAGEMENT SUPPORT
D. PROJECT MANAGEMENT, MONITORING AND EVALUATION
Project Management
Monitoring and Evaluation
Subtotal PROJECT MANAGEMENT, MONITORING AND EVALUATION
E. Project Cofinancing
IDA
African Development Bank
Subtotal Project Cofinancing
Total BASELINE COSTS
Physical Contingencies
Price Contingencies
Total PROJECT COSTS

\a In Lokoja-Koto Karfe and Ajasse-Ipo.
\b To be listed as Ramsar Site.

(US$ '000)

% % Total

Foreian Base

Local Foreian Total Exchange Costs
180.00 20.00 200.00 10 -
360.20 - 360.20 - 1
270.00 30.00 300.00 10 1
40.80 21.20 62.00 34 -
851.00 71.20 922.20 8 2
162.00 18.00 180.00 10 -
155.80 - 155.80 - -
317.80 18.00 335.80 5 1
1,168.80 89.20 1,258.00 7 2
1,764.00 196.00 1,960.00 10 4
360.00 25.00 385.00 6 1
2,124.00 221.00 2,345.00 9 4
500.00 - 500.00 - 1
- 100.00 100.00 100 -
720.00 80.00 800.00 10 1
1.220.00 180.00 1.400.00 13 3
3,344.00 401.00 3,745.00 11 7
- 3,000.00 3,000.00 100 5
- 1.000.00 1.000.00 100 2
- 4,000.00 4,000.00 100 7
263.77 37.66 301.43 12 1
78.50 6.50 85.00 8 -
342.27 44.16 386.43 11 1
- 38,670.00 38,670.00 100 70
- 6.910.95 6.910.95 100 13
- _45580.95  45,580.95 100 83
4,855.07 50,115.31 54,970.38 91 100
9.50 3.48 12.98 27 -
1.632.40 414.76 2,047.16 20 4
6,496.98 50,533.54 57,030.52 89 104
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Table 8. Summary of Project Cost by Component and Co-financing Sour ces

Gover nment/ IDA

Beneficiaries |GEF (USD mil- |ADB (USD
Components (USD million) |(USD million)(lion) million)
CAPACITY BUILDING 144 142 17.0 3.09
WATERSHED ECOSYSTEM 0
MANAGEMENT 473 4.08 0
COMMUNITY SUSTAINABLE LAND 1.30
MANAGEMENT SUPPORT 0.44 3.96 8.35
PROJECT MANAGEMENT AND M&E 1.0 0.57 13.32 2.53
TOTAL ‘7.61 ‘ 10.03 | 38.67 |6.91
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Technical Annex 6:
Implementation Arrangements

1 The proposed project will be implemented as part of Fadama ll, under the overall
guidance of the National Fadama Development Office to ensure consistency of the GEF
component with the main IDA-ADB project. The participating stakeholders include:

€) National Fadama Development Office

(b) Federal Ministry of Environment (including the GEF Operational Desk
Officer)

(© Federal Ministries with responsibility for watershed management
(d) State Fadama Devel opment Offices
(e Local Fadama Desks at Local Government level

) State agencies responsible for watershed management (including River
Basin Development Authorities)

(9) Facilitators
(h) Fadama Community Associations
() Non-FCA Community members

1)) Non Governmental Organizations.

2. The project will be implemented over six years and implementation arrangements
have been guided by three considerations: (i) the need to mainstream GEF activities on
the ground with the IDA-financed activities, and empower local communities; (ii) the
need to fully integrate project management and M& E within Fadamal ll; (iii) the need to
take into account the role of the Federal Ministry of Environment in overall coordination
and quality assurance as well as other environmental projects under implementation; and
(iv) the need to ensure ownership and create a workable partnership between the two
main Ministries involved in the implementation (Federal Ministry of Agriculture and Ru-
ral Development and Federal Ministry of Environment).

3. Based on the current institutional framework in the sector, and the lessons learned
from implementation of the National Fadama Development Program and the Local Em
powerment and Environment Management Project, the proposed institutional framework
for implementation is as follows:

Federal Ministry of Environment. The responsibility of Federal Agencies, with re-
gard to program implementation is to play a coordinating and supervisory role, while
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the actual implementation is done at the state and lower levels, with the state driving
the process. However, it isimportant that the physical location at the Federal level
takes cognizance of the fact that this component is fully integrated with the day to day
operations of the main Fadama ll. Therefore, the Federal Ministry of Environment,
which is responsible for environmental policies in the country, will provide the tech-
nical implementation support by seconding an officer, to be recruited competitively
within the ministry, to the National Fadama development Office. This creates room
for proper linkages between Fadama Il and the GEF component. To strengthen the
implementation of the proposed GEF project, the membership of the National Fadama
Technical Committee should be expanded to include the Director, Planning, Research
and Statistics of the Federal Ministry of Environment, who is also the GEF Opera-
tional Focal Point for Nigeria. The responsibilities of the NFTC will, therefore, be
expanded to include approval of the Annual Work Programme and Budget, provide
policy guidance for the implementation of the GEF component (especially the capac-
ity building component), and ensure effective inter-ministerial coordination in the
proposed mechanism for integrated watershed management at the Nationa level.

National Fadama Development Office. NFDO oversees the implementation of
Fadama Il at program level. The Fadama GEF Desk Office (FGDO) (which will be
staffed by four people, the Fadama GEF Desk Officer, M&E Officer, GIS/Operations
Analyst and Accounts Supervisor) will be responsible for coordinating and supporting
project activities at the macro level. The Fadama GEF Desk Officer will manage and
coordinate all consultancies, trainings, workshops and project activities at the Na-
tional level, under the supervision of the NFDO. She/he would also provide guidance
for the implementation at the state level, undertake a skill gap analysis of the Envi-
ronmental Officers at the State Fadama Devel opment Offices, and undertake monitor-
ing and evaluation of field level activitiesin collaboration with the Monitoring and
Evauation Officer of the NFDO. More specifically:

(& The National Project Coordinator (NPC) of Fadama |l will be responsible for co-
ordinating and supporting project activities at the national level; these responsi-
bilities include:

() Ensuring adherence to approved works programs, procurement and finan-
cia management, based on on-going monitoring and evaluation activities,
and ultimately achievement of program objectives;

(i) Ensuring that selection of sites is consistent with areas of operation for
Fadamalll;

(i)  Coordinating cross cutting and strategic development communication ac-
tivities (i.e., awareness campaigns, €tc);

(iv)  Monitoring of project implementation; and

(v) Ensuring effective linkage between IDA and GEF-financed activities.
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(b) Fadama Desk Office. This office, which will be an integral part of NFDO will
serve as the implementing unit for the GEF program at the Nationa level. It
would be responsible for relevant capacity building and the review and coordina
tion of policy and regulatory framework. It will implement its mandate under the
supervision of the NFDO and regularly exchange project information with the Di-
rector, Planning, research and Statistics, federal Ministry of Environment.

State Fadama Development Office. The mainstreaming of the GEF component into
Fadama Il will be most pronounced at the State level, which is responsible for im-
plementation of the project. Thus, the role of the State Fadama Environmenta Offi-
cer (SFEO), adready recruited by the State Fadama Devel opment Office for imple-
menting IDA-financed activities, will be augmented and strengthened in order to
carry on the added responsibility for GEF implementation at the state level. The
SFEO would aso be responsible for monitoring activities at this level, while the rele-
vant state agency responsible for watershed management or the activities to be carried
out, will provide leadership role for establishing a coordinating mechanism. The
SFEO would be expected to provide secretariat support, as required, to the state level
watershed management coordination mechanism.

State Watershed Subcommittee Coordination Mechanism. The relevant ministries
in a state with responsibilities for watershed management would constitute a State
Watershed Subcommittee (SWS) to establish a state level mechanism to ensure com
plementarity in field level activities. They will be responsible for monitoring field-
level activities of the project. A formal MOU approved by the state government will
be the basis under which the SWS will be established.

Local Fadama Development Committee. Similar to Fadamall, decision making on
sub-project proposals emanating from communities will be delegated to the Local
Fadama Development Committees whose membership includes members of FCAS,
representatives of civil society, and local government authorities. The recommenda-
tions of LFDCs will be reviewed at the state level: (i) by SFDOs, for consistency
with Fadama Il objectives and activities, and (ii) by the SFDO Environmental Officer
in coordination with a State Watershed Subcommittee, for consistency with the GEF
component activities and objectives.

Fadama Communities. Through the Capacity Building and Integrated Ecosystem
Management at Watershed Level components, the proposed project will support
fadama users to adopt livelihood enhancing sustainable land use and agricultural
management practices, which cumulatively would enhance the sustainability of
fadama ecosystems at watershed level. Therefore, fadama users will play an impor-
tant role in project implementation through FCAs and other community groups, and
NGOs. A demand-driven process—using a positive list, and integrated within that of
Fadamall-- will be established to select sub-projects for GEF financing, and will be
part of the PIM. Fadama Community Associations will develop socialy inclusive
Loca Development Plans in a participatory manner and with the help of facilitators,
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the LDPs will ensure that the needs of the women and marginalized groups of people
are taken into account and that gender issues are fully mainstreamed in the project. In
addition, the LDPs will explicitly state the measures to sustainably manage fadama
resources and resolve conflict among different users.

4, Procurement, Financial Management, and Disbursement. The aready estab-
lished FM capacity at NFDO for financial management, procurement, and disbursement,
strengthened as needed, will be used to implement the GEF program. The Finance Sec-
tion (FS) of NFDO will be responsible for managing the financial affairs of the Project.
It will, amongst, other things be responsible for ensuring compliance with the financial
management requirements of the Bank and the government, including forwarding the
guarterly Financial Monitoring Reports and audited annual financial statementsto IDA.
Regarding flow of funds and banking arrangements, IDA will disburse the grant through
a Special Account maintained by NFDO using the traditional disbursement method. In
order to be eligible for GEF financing, FCAs will need to establish separate accounts for
IDA and GEF funding. The Internal Audit Section in NFDO will perform modern inter-
nal audit functions for the Project. The external audit of the GEF will be included in the
annual audit of the project by NFDO and will be submitted to the Bank within six months
after year-end. Relevantly qualified external auditors have been appointed based on
Terms of Reference acceptable to the Bank to perform these audits.
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The above chart summarizes the implementation arrangement for the Project.



Technical Annex 7:
Financial M anagement and Disbur sement Arrangements

Financial Management Arrangements
A. GENERAL

1 Objective of the FM System. The Financia Management Systems (FMS) will
support the implementing agencies in deploying project resources to produce the re-
quired outputs and with attention to economy, efficiency and effectiveness. Specifically,
the government FM systems, which will be used, will be capable of producing timely,
understandable, relevant and reliable financial information that will enable the imple-
menting agencies to plan, coordinate, monitor and appraise the proposed Project's overall
progress towards the achievement of its objectives as well as ensuring that costs are under
control and that project funds are used for the purposes intended.

2. Implementation Arrangement. The proposed Project will be implemented to
coincide with the implementation period of the Second National Fadama Development
Project. The Fadama Il Project is a partialy blended (IDA/ADB-GEF) project involving
a partnership between the Project Coordinating Unit of FMARD, the Federal Ministry of
Environment, The National Fadama Development Office, State Fadama Devel opment
Offices, other government agencies — federal and state- involved watershed management,
Fadama Communities Associations and other community members. The GEF-supported
activities would be implemented in close collaboration with relevant stakeholders that
play akey role in the management of fadama related watershed resources a the state
level, including fadama users and government agencies.

3. The Financial Management Unit of the NFDO is expected to manage the financial
arrangement of the proposed GEF project. The already established capacity at NFDO for
financial management and disbursement, though weak, will be strengthened as needed
and will be wsed to implement the GEF program.

B. RISK ANALYSIS

4, Inherent Risks. The Country Financial Accountability Assessment, which was
conducted in CY 2000, assessed the risk of waste, diversion and misuse of funds as high,
until such atime that the CFAA recommendations have been implemented. Some of the
identified weaknesses have been addressed under EMCAP and through other government
initiatives aimed at improving financial management and accountability. An update of
the CFAA isrequired to confirm the current level of risk.

5. To minimize the aforementioned risks and ensure the appropriate financial man-

agement capacity isin place prior to Project effectiveness, an assessment of the financial
management capacity of the implementation agency has been undertaken.
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6. Control Risks. The overall Project risk from a financial management perspective
is considered moderate, provided: (a) the weaknesses described in paragraph 9 are satis-
factorily addressed; and (b) the financial management action plan described in paragraph
37 is fully implemented.

7. Strength and Weaknesses. (i) Strength: the implementing agency is familiar
with the implementation of World Bank projects; they are currently implementing the
Fadamall. (ii) Weaknesses: various internal control weaknesses (identified during a re-
cent FM supervision of NFDO), including aweak internal audit unit and poor record keep-

ing.
C. FINANCIAL MANAGEMENT SYSTEMS

8. Financial Procedures Manual. The NFDO has a Financial Procedures Manual
for the Fadama Il project. An addendum will be prepared to reflect issues that are spe-
cific to the GEF project. The FPM include ingtitutional arrangements; chart of accounts;
basis of accounting adopted; planning and budgeting, including cash-flow management;
disbursements; banking activities; fixed assets register; financia reporting and auditing;
legal covenants and records management.

0. Funds Flow and Banking Arrangement. GEF financing will flow through a
separate special account in the NFDO (similar to the one for IDA financing) to be man-
aged by the NFDO project accountant under the same supervisory rules as the main IDA
project. In addition, a naira account will be established at the NFDO for activities at the
federal level. In order to be eligible for GEF financing, FCAs will need to establish sepa-
rate naira accounts.

10.  Thefollowing accounts will be opened and maintained by the NFDO:

A Special Account in US Dallars to which the initial deposit and replenish-
ments from the GEF fund will be lodged.

A Current Account in Nairaat NFDO in a bank to which draw-downs from
the Specia Account will be credited in respect of incurred eligible expendi-
tures. Following the immediate payments in respect of those eligible expendi-
tures, the balances on this account should be zero.

11 A Current Account in Nairawill be opened and maintained by the eligible FCAs.

12 The Project Accountant (PA) of NFDO, who doubles as the PA for the GEF pro-
ject, will maintain a GEF Ledger Grant Account in US Dollars and in Naira to keep track
of draw downs from the GEF fund. The account will show: (@) deposits made into the
bank by GEF, (b) drawn downs by NFDO and eligible FCAs, and (c) opening and closing
balances.



13.  All bank accounts will be reconciled with bank statements on a monthly basis by
the PA. The bank reconciliation statements will be reviewed by designated officials, and
identified differences will be expeditiously investigated. Also, the PA will reconcile
monthly the GEF Grant Account with the Disbursement Summary.

14.  The PA will be responsible for preparing and submitting to the World Bank appli-
cations for withdrawal, as appropriate. Appropriate procedures and controls will be insti-
tuted to ensure disbursements and flow of funds are carried out in an efficient and effec-
tive manner. The PA will maintain a cumulative record of draw-downs from the Grant
that will be reconciled monthly with the Disbursement Summary provided by the Bank.
Detailed banking arrangements, including control procedures over al bank trarsactions
(e.g. check signatories, transfers, etc.), will be documented in the addendum to the FPM.

15. Disbursement Arrangements. The transaction-based disbursement procedures
(as described in the World Bank Disbursement Handbook) will be followed, i.e., direct
payment, reimbursement, and special commitments. Disbursement will be made on con-
tracts in the communities in two tranches: first tranch after signing of contract and the
second after completion. Detailed arrangements will be documented in the addendum to
the FPM.

16. Planning and Budgeting. Cash Budget preparation will reflect financial projec-
tions, or forecasts, for the life of the grant (analyzed by year) and will be prepared on an
annual basis. In addition, the PA will prepare the cash budget for the coming period
based on the work program. The cash budget should include the figures for the year, are-
lyzed by quarter. The cash budget for each quarter will reflect the detailed specifications
for grant activities, schedules (including procurement plan), and expenditure on grant ac-
tivities scheduled respectively for the quarter. (Guidance on the preparation of budgetsis
available in the Bank publication entitled "Financial Monitoring Reports. Guidelinesto
Borrowers"). The annual cash budget will be sent to the Task Team Leader at least two
months before the beginning of the project fiscal year.

17. Detailed procedures for planning and budgeting are documented in the NFDO fi-
nancia procedures manual.

18. Fixed Assets and Contracts Registers. A Fixed Assets Register will be pre-
pared, regularly updated and checked. A Contracts Register will also be maintained in
respect of all contracts with consultants and suppliers. Also, aquarterly Contract Status
Reports will be prepared. Control procedures over fixed assets and contracts with con
sultants and suppliers/vendors for the States, communities and federal levels will be
documented in the FPM.

19. Financial Reporting and Monitoring. Monthly, quarterly and annual reports
will be prepared to allow monitoring of the grant. The reports will be submitted to the
NFDO, Federal Ministry of Finance (FMoF) and the World Bank. On a monthly basis,
the PA will prepare and submit the following reports to the aforementioned:
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A Bank Reconciliation Satement for each bank account;

Monthly Satement of Cash Position for grant funds, taking into consideration
significant reconciling items

A monthly Statement of Expenditure classified by components, disbursement
categories, and comparison with budgets, or a variance analysis; and

Satement of Sources and Uses of Funds.

20.  Accounting Palicies and Procedures. The GEF funds will be accounted for by
the Project on a cash basis. Thiswill be augmented with appropriate records and proce-
dures to track commitments and to safeguard assets. Also, accounting records will be
maintained in dual currencies (i.e., Nairaand US dollars).

21.  The Chart of Accounts will facilitate the preparation of relevant monthly, quar-
terly and annual financial statements, including informationon the following:

Tota grants expenditure;

Total financial contribution from financiers;

Tota expenditure on each component/activity; and

Analysis of that total expenditure into civil works, various categories of
goods, training, consultants and other procurement and disbursement catego-
ries.

22.  Annual financial statements will be prepared in accordance with International Ac-
counting Standards (1AS).

23.  All accounting and control procedures will be documented in the FPM, aliving
document that will be regularly ypodated by the Project Accountants.

Audit Arrangements

Internal Audit

24.  Thelnterna Audit Unit of the existing Fadama Il Project will perform internal
audit activities for the GEF grant. The NFDO will strengthen the Unit by appointing a
professionally qualified internal auditor to head the Unit. Regular internal audit reports
will be submitted to the World Bank.

External Audit

25.  The externa audit of the GEF will be included in the annual audit of the project
by NFDO and will be submitted to the Bank within six months after year-end. Rele-
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vantly qualified external auditors have been appointed based on Terms of Reference ac-
ceptable to the Bank to perform these audits.

26. Besides expressing an opinion on the Project Financial Statements in accordance
with International Standards on Auditing (1SAS), the auditors will be required to com-
ment on whether the funds have been provided regularly and used in accordance with the
financing agreement.

27. In addition to the audit report, the external auditors will be expected to prepare
Management L etters giving observations and comments, and providing recommendations
for improvements in accounting records, systems, controls and compliance with financial
covenants in the GEF agreement.

Special Accounts

28.  Tofacilitate disbursements for eligible expenditures, NFDO will open a specia
account (SA) in acommercial bank to cover part of GEF s share of eligible expenditures.
The Authorized Allocation shall be limited to an amount equivaent to Eight Hundred and
Fifty Thousand Dollars ($850,000) covering an estimated six months of eligible expendi-
tures.

29.  The Special Account will be replenished through the submission of Withdrawal

Applications on a monthly basis and will include reconciled bank statements and other
documents as may be required.

Next Steps

30.  Thefollowing activities will be executed as follows:

Action Completed by  Responsibility
1. Open adollar SA and Naira (Draw Down) NFDO
Current Bank Account

2. Open Naira Current Bank Account Eligible FCAs
3. Addendum to NFDO FPM NFDO




Supervision Plan

31.  Supervision activities of GEF will form part of that of the NFDO under Fadamal 1
and will include areview of quarterly FMRs; review of annual audited financial state-
ments and management letters as well as timely follow- up of issues arising during im-
plementation; participation in project supervision missions as appropriate; and updating
the FM rating in the Implementation Status Report (ISR).

Financial Covenants

32.  The Project shall maintain financial management systems including records and
accounts and prepare financial statements in a format acceptable to the Bank. This, in
addition to the SAs, should be audited each fiscal year and sent to the Bank not later than
six months after period end. Quarterly financial monitoring reports will be prepared to
include the financia reports, procurement reports and progress reports and forwarded to
the Bank not later than 45 days after quarter end.

Allocation of Grant Proceeds

Expenditure Amount in Financing
Category US$ million Per centage
A. Goods 100.0 100% FE, 90%LC
C. Consultant Services 4,300.0 85%
C. Training, Workshops, Study Tours 630.0 100%

100% of amounts
D. Grants 3,500.0 disbursed
E. Incrementa Operating Costs 430.0 80%
F. Unallocated 1,070.0

Total Project Costswith GEF Financing ~ 10,030.0




Technical Annex 8:
Procurement Arrangements

Fadamall — Critical Ecosystem Management
A. General

Procurement Environment. Asresult of the CPAR of 2000 and a subsequent IDF
Grant to help execute the agreed Action Plan, the Federal Government has made substan-
tial progress with procurement Reform. A draft Procurement Law was submitted to Par-
liament in early 2005, and circulars were issued to Government services to establish pro-
curement units and recruit procurement staff, that would constitute over time the Federal
Government’ s Procurement Cadre. The Budget Monitoring and Price Intelligence Unit,
established within the Presidency and responsible for the procurement reform agenda,
instituted a due process mechanism for all contracts to ensure that public procurement is
carried out in accordance with the required principles and procedures. BMPIU isaso
member of a high level Cash Managemert Committee chaired by the Minister of Finance
to certify that contracts for which budgetary payments are requested have met the due
process requirements.

Guidelines. Procurement for the proposed GEF project would be carried out in
accordance with the World Bank’s “ Guidelines: Procurement Under IBRD Loans
and IDA Credits’ dated May 2004; and “Guidelines. Selection and Employment
of Consultants by World Bank Borrowers’ dated May 2004, and the provisions
stipulated in the GEF Agreement.

Procurement Plan. The Procurement Plan for the first 18 months shall be agreed
between the Borrower and the GEF/World Bank project team, including the dif-
ferent procurement or consultant selection methods, estimated costs, prior review
regquirements, and the time frame during negotiation. The Procurement Plan will
be updated at least semi-annually or as required to reflect the actual project im-
plementation needs and improvements in institutional capacity. There are no ICB
goods and works contracts foreseen

Bidding/Proposal Documents. The Borrower will use the Bank’s Standard Bid-
ding and Standard Request for Proposals for Consulting Services. For National
Competitive Bidding, national documents may be used if satisfactory to the Bank.
For bid and proposal evaluation, the Bank’s standard evaluation forms will be
used.

Notification and Advertising. A General Procurement Notice will be published after
Board presentation in “ Development Gateway’s dg Market on-ling”’, and “UN Develop-
ment Business on-line”. Extracts of this GNP would be published in the national press.
Specia Procurement Notices for goods and Requests for Expressions of Interests for con
sulting contracts will be also published in dg- market and UNDB for contracts larger than
US$200,000. National Competitive Bidding (NCB) procurement of goods and Requests



for Expressions of Interest for contracts below this amount would be advertised in the
national press.

Implementation Arrangements. The GEF financed portion of Fadama Il will be im-
plemented by the same Project Implementation Unit established for the IDA Credit,
which includes a procurement specialist.

Procurement of Goods (USD 100 million): One four wheel drive vehicle, furniture and
office equipment will be purchased, using the “shopping” procedure. Written requests
for quotations based on agreed specifications will be sent to at least three qualified syp-
pliers and quotations will be submitted in writing at the same date and time, and opened
and evaluated simultareoudly.

Selection of Consultants (USD 4.3 million). Consulting Services by firms (about
US$3.3 million) would include: (i) Strategic and baseline studies (establishment of water
management plans, reservoir impact studies), (ii) Awareness Programs; (iii) Assistancein
Sustainable Management of Forest Resources; (iv) a Management Plan for Lake Oguta
and (v) Monitoring & Evaluation. Individual Consultants (about US$1 million) are
planned for: (i) Capacity building in sustainable land use; (ii) Strengthening the sustain-
ability of Development Planning at Community Level; (iii) Establishment of Watershed
Planning; (iv) an Impact Study of Water Reservoir management in Fadama areas; and (v)
Monitoring & Evaluation. Training and workshops (about US$0.6 million) will be for
remote censing, community development planning. Consulting firms would be selected
using the Quality and Cost Based (QCBS) method. Contracts estimated at less than
US$100,000 equivalent may be acquired on the basis of Consultants Qualifications
(CQS) or Least Cost Selection (LCS) for standard and routine assignments. Short lists of
consultants for services estimated at less than US$200,000 equivaent per contract may
be composed entirely of national consultants in accordance with the provisions of para-
graph 2.7 of the Consultant Guidelines. Individual consultants would be hired in accor-
dance with Section V of the Consultant Guidelines.

Subprojects (USD 3.5 million): Grants for livelihood activities and sustainable land
management practices will be provided to participants based on subproject proposals ap-
proved by the FCAs and NGOs. Procurement under this category will be implemented
using the bank’ s smplifies procurement procedures for CDD projects.

Operational Costs (USD 0.43 million): Items, such as office space rental and utilities,
office supplies, bank charges, communications, vehicle operation, maintenance, insu-
ance, building and equipment maintenance, travel and supervision, and advertising (ex-
cluding salaries, bonuses, honoraria and fees of members of the Recipient’s and the Par-
ticipating States’ civil service), financed by the Project will be procured using the admin-
istrative procedures of the IDA Credit Project Implementation Manual which include a
chapter on Procurement Manual which were reviewed and found acceptable to the Bank.



B. Assessment Of The Capacity Of The Procuring Entity To Implement
Procurement

An updated procurement capacity assessment of the Fadama Il NFDO and SFDOs was
carried out by the Bank’s Procurement Accredited Staff during the January/February
2005 supervision mission of the Fadama Il Project. The assessment also includes post
procurement review rated the agencies procurement capacity as satisfactory. Also, itis
pertinent to note that the first two procurement packages of these agencies, irrespective of
the size of package and method used, were prior reviewed by the Bank to contribute to
building of procurement capacity at the agencies. Procurement activities under the pro-
posed project will be carried out by the Fadama Il NFDO and SFDOs, using the capacity
created and the good track record under the ongoing Fadama Il Project.

Overall Procurement Risk: The overall project risk for procurement is Average.

Review by the Bank. Sole source contracts for individual consultants, will be subject to
prior approval by the Bank.

C. Procurement Plan

The Borrower has prepared a procurement plan for the first 18 months of project imple-
mentation, which provides the basis for the procurement methods. These plans will be
finalized and approved at negotiations and be available at each procuring entity and on
their websites. They will also be placed in the Project’ s database and posted on the
Bank’s external website. The Procurement Plan will be updated semi-annually in agree-
ment with the Project Teams or as required to reflect the actual project implementation
needs and improvements in institutional capacity.

D. Frequency of Procurement Supervision

In addition to the prior review supervision to be carried out from the World Bank Bank
office in Abuja, post review missions will be carried out every six months.
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NIGERIA
Second National Fadama Development Pr oject

( Critical Ecosystem Management) — Fadama ll:lem
Procurement Of Goods And Services
Procurement Plan
Tablei: GOODS
1 2 3 4 6 7 8 9 10
Ref/ Ub- DESCRIPTION OF Estimated Procurement | Domestic Review by | Expected Bid open- | Contract signa- [ Comment,
Comp cat ASSIGNMENT cost in USD method preference | Bank ing date/weeks ture Expected
(yes/no) (prior/post date/weeks
)
d/ d/
al b/ d
4 VEH 4X 4 Standard Utility Vehicle 38,790 H No Post 25/02/06 26/03/06
(SWv)
1 CE Laptops, Scanner, GIS, Workstation | 63,440 H No Post 02/03/2006 26/04/2006
+ Accessories, Lincences, Arc-view
Software
4 OE Digital Camera, GPS 3,530 H No Post 02/03/2006 26/04/2006
4 FUR Office Furniture 2,420 H No Post 30/03/2006 22/05/2006
NOTES:

a/ FUR=Furniture; OE= Office Equipment; CE= Computer Equipment and Standard Software; SW= Off-the-shelf Specialized Software; SU= Supplies; VEH = Vehicle

b/ ICB= International Competitive Bidding; NCB= National Competitive Bidding; SH= Shopping

¢/ Cost estimates include contingencies

d/ In weeks after date of effectiveness Trainer, Land component — Establishment of watershed planning and coordination capacity (Int'l)




Tableii: CONSULTANTS (INDIVIDUALYS)

1 2 3 4 5 6 7 8 9 10
Sub- | Comp./Sub- | Description of Assignment Estimated Selection | Review by Prep. | Proposal Contract Comment
Cat. Component Costin Method Bank Start | Submission | Signature
usb (prior/post) | Exp. Exp. date Exp. date
al b/ c/ Wk
ST 1b. Preparation of training toolkits (Int’l) 86,680 IC Post 13/04/2006 | 15/05/2006
ST 1b. Preparation of training toolkits (Nat'l) 23,080 IC Post 13/04/2006 | 15/05/2006
ST 1b. Develop models for Sustainable farming | 86,680 IC Post 13/04/2006 | 15/05/2006
system (Int’l)
ST 1.b. Develop models for Sustainable farming | 23,080 IC Post 13/04/2006 | 15/05/2006
system (Nat'l)
ST 1f. Trainer for LDP planning 7,360 IC Post 13/04/2006 | 15/05/2006
ST 2.b. Trainer, Land component — Establishment | 67,000 IC Post 20/07/2006 | 31/08/2006
of watershed planning and coordination
capacity (Int’'l)
ST 2.b. Trainer, Forest component — Establish- 67,000 IC Post 20/02/2007 | 31/04/2007
ment of watershed planning and coordina-
tion capacity (Int’l
ST 2.b. Trainer, Hydrology component — Estab- 51,650 IC Post 20/07/2007 | 31/09/2007
lishment of watershed planning and coor-
dination capacity (Int’l
ST 4.b. MIS Expansion (Nat'l) 11,690 IC Post 15/01/2007 | 27/03/2007
NOTES;

al ST= Short Term Individual Consultant; LT= Long Term Individual Consultant; TA= Technical Assistance (Firm); TR= Training (Firm); STD= Study
(Firm); SV= Study visit. Study visits and arrangements for workshops and renting facilities are stated in the procurement plan for reference.
b/ IC=Individual consultant; DC= Direct Contract; QCBS= Quality and Cost Based Selection; CQS= Selection Based on Consultants Qualification; LCS=
Least Cost Selection; SSS= Single Source Selection;
¢/ Cost estimate includes contingencies. Estimated amount for afirm and individual consultants (Long Term) is the amount for the life of the project.
Estimated amount for individual consultant (Short Term) isthe amount for the yearly duration of the contract, even if it is anticipated that the consultant
shall be performing another year..
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Tableiii:

CONSULTANT (FIRM)

1 2 3 4 5 6 7 8 9 10
Sub- Comp. | Description of Assignment Estimated | Sedection Review by Prep. Proposal Contract Comment
Cat. /Sub- Cost in Method Bank Start | Submission | Signature
Comp usD (prior/post) Exp. Exp. date Exp. date
al b/ d Wk
Study la Review of federal policies and 100,000 QCBS Post 16/08/06 15/11/06 Consultant contract a
Regulations (Int’[) $100,000 & two workshops
at $50,000 each.
Study lc Strategic and Baseline studies 345,690 QCBS Prior 21/03/06 10/05/06 Ecologica assessment
(Nat'l) Intervention areas.
TA le Formulate and implement Awareness | 150,550 QCBS Post 21/03/06 10/05/06 Contract include radio pro-
Programme (Nat'| NGO) gramme, folk, etc.
Study/ 2a Studies/Surveysto provide basis for 2,258,550 QCBS Prior 03/10/06 15/12/06 Inventories of Eriti, Oguta,
Survey Sustainable mgt. of forest resources to to Ajasselpo and Jega—Dimbegu
for the protection of fadama areas 10/12/06 20/07/07 Forest areas/
(Nat'l} watersheds and wetlands.
(Each of these would be treated
on aas case basis)
Study/ 2c. Prepare management plan for Lake 102,160 QCBS Post 16/08/06 15/11/06
Magt Oguta (Int'l)
Plan
Study 2e. Improved groundwater management 542,750 QCBS Prior 03/10/07 15/12/07
(Nat'l)
ST 2c Study on the impacts of reservoir 450,000 QCBS Prior 20/07/2006 31/08/2006
management on water regime in
Fadama areas
NOTES:

al ST= Short Term Individual Consultant; LT=Long Term Individual Consultant; TA= Technical Assistance (Firm); TR= Training (Firm);

b/ IC= Individual consultant; DC= Direct Contract; QCBS= Quality and Cost Based Selection; CQS= Selection Based on Consultants Qualification;
¢/ Cost estimate includes contingencies. Estimated amount for afirm and individual consultants (Long Term) is the amount for the life of the project.
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Tableiv: TRAINING

S/N | DEPART | DESCRIPTION OF | PARTICIPANTS DESIGNA | VENU PERIOD | TUITION | TRANSP | DSA | TOTAL REMARKS
MENT | TRAINING TION E FEE ORT CoST
FARE
1 Sustainable landuse State officials, local agen- Lokoja | 4WKks. Thd Thd | 242,350 Twotrain-
planning at watershed cies, NGOs, community ings(Yrs
level reps., & NFDP 11 facilita 1&2)
tors.
2. GIS& Remote Sens- All staff of GEF Fadama Abuja 2Wks. Thd Thd | 5,580 Yr 2training
ing office
3. Sustainability of de- Federal and state implemen- Owerri 14 Days Thd Thd | 83,680
velopment planning at | tation officers (60 No.)
community level
(LDP)
4 Toolkit manual for Watershed planning & co- Kebbi Tdb Thd Thd | 40,000
establishment of water- | ordination committee and
shed planning and State environmental officers
coordination capacity
5. International Training Fadama-GEF Officer and IIRR, Thd Thd Thd | 21,000 Yrl
on Integrated Commu- | Environmental Officers at Uganda
nity Based Watershed | the SFDO
M anagement.
tbd-  to be determined
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Tablev: WORKSHOP

S/N | DESCRIPTION OBJECTIVESOF PARTICIPANTS NO. OF DURATION OF | WORKSHOP AMOUNT | REMARKS
OF WORKSHOP | THE WORKSHOP PARTICIPANTS | WORKSHOP | vENUE $
1 Review of inception | To provide opportu- Stakeholders (Govt. | 30 2 Days Kwara 65,320 Inception re-
Report on review of nity to participantsto | officials NGOs, port (Yr 1)
Federal policiesand | suggest possible FUAS, opinion lead-
regulations changes to be effected | ers & politicians).
in the review of Fed-
eral policies and regu-
lations
2, Review of final Re- To acquaint participants | Stakeholders (Govt. | 30 2 Days Bauchi 85,690 Final report
port on review of with changes consequent | officials NGOs, (Yr2)
Federal policiesand | Uponthereview of Fed- | pyas opinion lead-
regulations eral policiesandregula | o ¢ nojiticians).
tions and provide oppor-
tunity for comments.
3. Other studies also

have provisions for
workshops, which
have been built into
the consultancy fees,
as the TOR would
specify that the Con-
sultant isto also or-
ganize a Stakeholders
review workshop.

72




Technical Annex 9:
Financial and Economic Analysis

Summary of Benefits and Costs

1. Fadamall isaimed at improving the incomes of about 2.3 million rural house-
holds, whose livelihood depend directly or indirectly on fadama resources, in 18 of Nige-
ria's 36 states. The proposed Global Environment Facility co-financed project is a com-
ponent of the Fadama Il project, and would assist the government of Nigeriain its effort
to improve its capacity to manage fadama resources and improve their productivity, by
ensuring that the integrity of fadama ecosystems and the ecological services they provide,
are maintained and protected from threats stemming from both intensification of land use
within fadama areas, and land use and water management practices within the watersheds
or basins in which fadama areas are located.

2. The GEF Project would finance the incremental costs of six of the 18 states par-
ticipating in the Fadama I, based on a prioritization of the issues using a set criteria, in-
cluding: extent and severity of land degradation; presence of significant natural habitats,
wetlands and/or biodiversity; importance of watershed protection (from deforestation
and/or water management); and severity of resource conflict among users. The target
beneficiaries for the project include: (i) members of the Fadama Communities A ssocia
tion—which will be established as a condition for accessing Fadama Il IDA resources,
(i) other fadama users who do not necessarily belong to the FCAS; (iii) communities liv-
ing in critical areas of the fadama related watershed (e.g., in upstream degraded for-
est/pasture areas); (iv) federal, state, and local government officials involved in the man
agement of key (non-oil) natural resources; and (v) NGOs and private sector service pro-
viders involved in fadama related natural resource management and community devel-
opment. Inal, the GEF intervention would target 15 percent-20 percent of the IDA pro-
ject target beneficiaries (or, about four hundred thousand (400,000) in the following
states (and sites): (i) Imo (Oguta Lake and Ohgji Egbema); (ii) Kebbi (Jega-Dimbegu);
(i) Kwara (Ajasse-1po); (iv) Kogi (Koton Karfe); (v) Ogun (Eriti); and (vi) Bauchi:
Andiwa Lake.

3. In addition to advisory services and infrastructure investments, financed by IDA,
the project would provide resources for capacity building of fadama stakeholders, includ-
ing: formulation of Local Development Plans; building capacity of ADPs (state agricul-
ture agencies) and facilitators (to support social mobilization and fadama devel opment
planning); instituional strengthening for watershed management (policy and regulatory
framework, training of key agencies, communities, and NGOs in land use planning and
strategic environmental assessment, baseline studies, enhanced GIS/RS capacity); and
capacity building at community level (education, awareness raising, sustainable local de-
velopment planning). In addition, the project would support watershed ecosystem mar
agement in critical pilot areas, including sustainable management of upstream community
forests, reservoir management, and improved groundwater management as well as suyp-
port to communities for the adoption of sustainable agriculture and land use practices.
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4, Economic benefits of the project would be the result of increased agriculture,
livestock, and aquaculture production, as well as sustainable use of fadama land and wa-
ter resources. Based on the analysis of farm budgets specific to fadama areas, it is ex-
pected that Fadama Il would result in significant increases in fadama users' income, with
additional positive impact on rural economies through upstream and downstream link-

ages.

5. It is expected that the project would also promote private sector and NGO partici-
pation, which are expected to increase through the provision of advisory services, special-
ized training in sustainable land management, as well as social mobilization and conflict
resolution

6. The overall sustainability of the project is expected to be high, although highly
dependent on the durability of the FCAs as organizations that represent the interests of all
“fadama User groups’ (including marginalized and vulnerable groups). In addition, the
sustainability of project benefits will depend on several factors. The watershed coordina
tion mechanism that will be established at the state level will provide the institutional ba-
sisfor sustaining project outcomes. Similarly, the establishment Local Devel opment
Plans under Fadama Il (using facilitators and NGOs to mobilize communities as FCAs or
other user groupings) would ensure that community needs, perspectives, and ownership
are internalized in LDPs. Moreover, the provision of resources to strengthen LDPs and
adopt sustainable agriculture and land use practices would ensure the availability of live-
lihood options that are conducive to the conservation of critical fadama ecosystems.
Therefore, it is anticipated that with the firm commitment by the government to establish
awatershed coordinating mechanism, to provide adequate support for the GIS/RS facili-
ties, and to support alternative livelihood activities by community members, project bere-
fits would be sustained.

7. Total project cost, excluding farmer’s contributions, has been estimated at US$
63.22 million. IDA has aready contributed a credit in the amount of US$ 38.67 million
to the Second National Fadama Development Project, and the GEF contribution is esti-
mated at about US$ 10 million.

Economic Analysis

8. Given the demand-driven (CDD) nature of the key activities to be executed under
the project, the economic, social, and environmental benefits of the project cannot al be
estimated. However, using the Economic Rate of Return analysis undertaken for the
main IDA-funded Fadama Il Project, and the results of the incremental cost analysis
above, the cost effectiveness of the project can be conservatively estimated.

9. The investments made under the GEF Alternative will be determined through a
demand-driven approach, and therefore, a priori determination of how resources will be
allocated is not possible. Therefore, in lieu of ex ante estimation of the cost effectiveness
of the specific investment is not possible, prototype farm models, based on information
from previous and ongoing community-based rura livelihood projects, were used to de-
termine the ERR from productive investmentsin crop and livestock enterprises, as well
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as aquaculture and agro processing. Using a 15 year horizon, and 12 percent opportunity
cost of capital, it was estimated that IDA investment in Fadama Il (which includes two
additional components for infrastructure investment and pilot asset acquisition support,
relative to the GEF Alternative), would result in a ERR of 40 percent. Furthermore, as-
suming that rate of return is roughly proportiona to investment amount, the ERR for the
GEF aternative would be at least 18 percent. Additiona returns from the net benefits
associated with the GEF incremental costs would lead addition return of the order of 4
percent, resulting in atotal ERR for the GEF Alternative of at least 22 percent.

Financial Analysis

10. Finally, atraditional financial analysis was carried out for the main Fadamal ll
project, along the same lines as the economic analysis, and using relevant assumptions on
enterprises and cropping patterns (based on the experience from smallholder irrigation,
and data available from dry season surveys conducted by local ADPs), financia input and
output prices, and investment models over a period of 15 years for the analysis.

11.  Thefinancia analysisindicates an IRR of 45 percent, resulting from high returns
on prototype productive investments, and therefore, it is expected that the financia vi-
ability of investments under the GEF Alternative would result in afinancial rate of return
exceeding 25 percent (under similar assumption as in the economic analysis: 12 percent
discount rate, and 15 year investment horizon).
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Technical Annex 10:
Safeguard Policy |ssues

Potential Long-Term Impacts

1. Unlike the main Fadama Il project which was categorized as*A’, mainly because
of potential conflicts among fadama users (especially between farmers and pastoralists
due to unclear land tenure arrangements) and lessons learned through the first National
Fadama Devel opment Project, the proposed GEF-co-financed project is classified as
category “B”. No adverse long-term impacts are anticipated, and the project will not in-
volve infrastructure or any form of land acquisition or restriction of livelihoods. Fu-
thermore, the potential negative impacts of on the ground project activities (e.g., reduced
tillage, rotations, field-level soils and water conservation practices, buffer zone woodlots)
will be minor and site specific, and significantly outweighed by expected positive envi-
ronmental benefits, typical of acategory “B” project.

Project Location and Salient Physical Characteristics Relevant to the Safeguard
Analysis

2. The proposed project is expected to take place in six of the eighteen Fadamalll
States. The States and the respective intervention sites are:

- Bauchi (Andiwa Lake)
- Imo (Oguta Lake)

- Kebbi (Jega-Dimbegu)
- Kwara(Ajasse-1po)

- Kogi (Koton Karfe)

- Ogun (Eriti)

3. The EA report adopted for this project contains an “ Analysis of Alternatives “
section, and concludes that the project, as presently designed, adequately addresses its
development objectives, while not placing irreversible adverse impacts on the bio-
physical and socia environment. The report further maintains that the ‘do nothing’ sce-
nario would worsen the present situation in the proposed intervention sites and worsen

poverty.
Measures Taken by the Borrower to Address Safeguard | ssues

4, The safeguards documentation prepared under the main Fadamalll (IDA) includes
an Environmental and Social Management Framework, an Environmental and Social | m-
pact Assessment (ESIA), a Resettlement Policy Framework and a Pest Management Plan.
The ESMF ouitlined the ingtitutional and technical arrangements for environmental and
socia impact management of all potential project activities. In particular, the ESMF is
linked to the RPF and the Pest Management Plan.
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5. The proposed GEF project safeguards issues are fully covered under the safe-
guards package of the main IDA project, which was disclosed in-country and at the info
shop in 2003; and recently re-disclosed again for this project.

6. The design and proposed implementation arrangements of the project are fully
integrated with the main IDA Fadama Il Project. Thus, given the integrated nature of the
GEF-financed activities in the Fadamal Il, the project will adopt the existing activity
screening and environmental mitigation process of the ESMF, to which will be added an
environmental and social screening checklist to cover the incremental GEF activities.

7. The main features of the Environmental and Social Management Framework is an
outline of the potential environmental and social impacts of the project, the mitigation
measures required, the management responsibilities, and the cost associated with its im-
plementation. These measures have been integrated into the existing ESMF/ESIA (as the
EMP) to ensure that they are reflected in the LDPs. Institutional strengthening will be
provided to participating government agencies and NGOs/CBOs to build capacity for
identification, monitoring, and managing social and environmental impacts associated
with Fadama development.

8. In addition, the project responds to the objectives of the Country Partnership
Strategy and National Economic and Empowerment Development Strategy on the inte-
gration of environmental and social concerns by empowering communities/household to
participate in project design and implementation via social mobilization and intermedia-
tion process, and provision of participatory monitoring and evaluation.

0. The National Fadama Development Office, the State Fadama Development Of-
fices, and the Federal Ministry of Environment have adequate capacity to implement the
measures described in the Safeguards documents. Project impact on the environment will
be monitored during implementation using indicators that reflect the objectives and re-
sults of the project. Responsibility for the implementation of the EMP and monitoring
compliance resides with the NFDO.

10.  The SFDOs are staffed with one environment officer, who will be given adequate
and specialized training under the project and will be complemented with short-term re-
tional safeguards consultants as and when the need arises.



Technical Annex 11:

Project Preparation and Supervision

Milestone Planned Actual
PCN Review 05/30/2002 07/09/2002
Initial PID to Infoshop 06/16/2002 06/27/2003
Initial 1SDS to Infoshop - 12/21/2001
Appraisa 06/02/2005 06/02/2005
Negotiations 09/29/2005 09/29/2005
Board/RVP Approval 02/16/2006

Effectiveness Date 03/20/2006

Supervision Semi-annual

Mid-Term Review 03/2007

Closing Date 12/31/2011

Bank Staff And Consultants Who Worked On The Preparation Of The Project I n-

cluded:

Name Title Unit
Aziz Bouzaher Lead Environmental Specialist AFTS1
Simeon Ehui Sr. Sector Economist AFTS3
AfricaOlojoba Sr. Environmental Specialist AFTS3
Chukwudi Okafor Sr. Social Development Specialist AFTS3
Bayo Awosemusi Sr. Procurement Specialist AFTPC
Mary Asanato Procurement Analyst AFTPC
Edward Olowo-Okere Lead Fin. Mgmt. Specialist AFTFM
Adenike Mustafa Sr. Financial Mgmt. Specialist AFTFM
Christophe Crepin GEF Program Manager AFTHA
Lucie Tran Operations Anayst AFTHA
Dinesh Arya Operations Anayst LCSEN
Azra Lodi Sr. Program Assistant AFTS3
Abigael Bunmi Ipinlaiye Team Assistant AFC12
Wendy Wiltshire Operations Anayst AFTS2
Song Li Consultant AFTHA
Sameena Dost Counsel LEGAF
Hisham Abdo Kahin Counsel LEGAF
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Technical Annex 12:
Documentsin Project File

Project Implementation Plan

1. Project Implementation Manual
2. Project Implementation Plan

Bank Documents

Project Concept Document

Project Information Data Sheet (PCD Stage)
Integrated Safeguards Data Sheet (PCD Stage)
Minutes of PCD Review Meseting

Minutes of Decision Meeting

Project Document

Project Information Data Sheet (PAD Stage)
Integrated Safeguards Data Sheet (PAD Stage)
Minutes of Negotiations

10. Environmental and Social Management Framework (ESMF)
11. Resettlement Policy Framework (RPF)

12. Riparian Notification Document

WO No O~ wWDNE

Project Studies and Reports

1. Identification and Prioritization of Critical Fadama Ecosystem — Geomatics
Nigeria, March 2005.

Other

1. Fadamall Preparatory Studies (filed in IRIS — DA Fadama Project)
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Technical Annex 13:
Statement of Loans and Credits

NIGERIA: Fadama Development -1l / Critical Ecosystem Management Proj ect
September 14, 2005

Difference between
expected and actual
Origina Amount in US$ Millions disbursements
ProjectID FY Purpose IBRD IDA F GEF Cancd.  Undisb.  Orig. Frm. Rev'd
P090104 2006 NG-Natl Energy Dev SIL (FY06) 0.00 172.00 0.00 1.00 0.00 166.19 0.00 0.00
P071391 2006 NG-Natl Urb Water Sec Ref SIM 2 (FY 06) 0.00  200.00 0.00 0.00 0.00 193.80 0.00 0.00
PO74447 2005 NG State Governance & Cp Bldg TAL 0.00 18.10 0.00 0.00 0.00 1752 0.00 0.00
(FY05)
P088150 2005 NG-Econ Reform & Govern SIL (FY05) 0.00 139.99 0.00 0.00 0.00 13289 13.81 0.00
P086716 2005 NG-Min Res Sustain Mgmt (FY 05) 0.00 120.00 0.00 0.00 0.00 11156 6.57 0.00
PO71817 2004 NG-GEF Loc Empowerment & Env Mgmt 0.00 0.00 0.00 8.00 0.00 6.95 3.04 0.67
(Fro4)
P071075 2004 NG-Urb Water Sec Reform 1 SIL (FY04) 0.00 120.00 0.00 0.00 0.00 11525 19.12 0.00
P083082 2004 NG-MSME (FY04) 0.00 32.00 0.00 0.00 0.00 31.46 4.06 0.00
P069892 2004 NG-Loc Empowerment & Env Mgmt 0.00 70.00 0.00 0.00 0.00 69.89 5.87 0.41
(Fro4)
P063622 2004 NGFadamaSIL 2 (FY04) 0.00  100.00 0.00 0.00 0.00 85.00 14.48 0.00
P080295 2003 NG-Pdlio Eradication (FY03) 0.00 28.70 0.00 0.00 0.00 48.79 -134 -17.64
P074963 2003 NG-LagosUrbTransSIL (FYO03) 0.00 100.00 0.00 0.00 0.00 83.89 27.08 21.61
P071494 2003 NG-Univ Basic Edu (FY03) 0.00 101.00 0.00 0.00 0.00 98.83 76.81 -2.00
P072018 2002 NGTransmission Dev SIL (FY02) 0.00 100.00 0.00 0.00 0.00 78.72 61.37 56.80
P070291 2002 NG-HIV/AIDSProg Dev (FY02) 0.00 90.30 0.00 0.00 0.00 63.12 33.74 2.34
P070290 2002 NG-Hedth SysDev 2 (FY02) 0.00 12701 0.00 0.00 0.00 11081 56.15 13.56
P069901 2002 NG-Com Based Urb Dev (FY02) 0.00 110.00 0.00 0.00 0.00 11593 64.11 42.60
P070293 2001 NG-Privatization Supt SIL (FY01) 0.00 114.29 0.00 0.00 0.00 95.21 60.42 47.37
P069086 2001 NG-Com Based Pov Reduc SIL (FY01) 0.00 60.00 0.00 0.00 0.00 16.00 0.68 -2.82
P065301 2000 NG-Econ Mgmt CB (FY00) 0.00 20.00 0.00 0.00 0.00 2.79 -5.67 0.00
Total: 0.00 1,823.39 0.00 9.00 0.00 164460 440.30 162.90




NIGERIA

STATEMENT OF IFC's
Held and Disbursed Portfolio
In Millions of US Dollars

Committed Disbur sed
IFC IFC

FY Approva Company Loan Equity Quasi Partic. Loan Equity Quas Partic.
1998 AEF Ansbby 0.10 0.00 0.00 0.00 0.10 0.00 0.00 0.00
1999 AEF Globa Fabri 0.32 0.00 0.00 0.00 0.32 0.00 0.00 0.00
1999 AEF Hercules 1.30 0.00 0.00 0.00 1.30 0.00 0.00 0.00
1999 AEF Hygeia 0.00 0.10 0.00 0.00 0.00 0.10 0.00 0.00
2000 AEF OhaMotors 0.84 0.00 0.00 0.00 0.84 0.00 0.00 0.00
2000 AEF SafetyCenter 0.50 0.00 0.00 0.00 0.50 0.00 0.00 0.00
1997 AEF Telipoint 0.08 0.00 0.00 0.00 0.08 0.00 0.00 0.00
1995 AEF Vinfesen 0.00 0.00 1.00 0.00 0.00 0.00 1.00 0.00
1994 Abuja Intl 1.75 0.00 0.00 0.00 1.75 0.00 0.00 0.00
2005 Accion Nigeria 0.00 1.89 0.00 0.00 0.00 0.41 0.00 0.00
2003 Adamac 0.00 0.00 25.00 15.00 0.00 0.00 11.56 6.94
2005 AfricaRe 0.00 0.00 10.40 0.00 0.00 0.00 10.40 0.00
2000 CAPE FUND 0.00 6.44 0.00 0.00 0.00 6.03 0.00 0.00
2001 Delta Contractor 0.00 0.00 15.00 0.00 0.00 0.00 0.20 0.00
2000/05 Diamond Bank 0.00 0.00 30.00 0.00 0.00 0.00 0.00 0.00
2000 FB 7.35 0.00 9.75 0.00 7.35 0.00 5.25 0.00
1992 FSDH 0.00 0.86 0.00 0.00 0.00 0.86 0.00 0.00
2000/04/05 GTB 20.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
2000 IBTC 20.00 0.00 0.00 0.00 20.00 0.00 0.00 0.00
1981/88 Ikeja Hotel 0.00 0.01 0.00 0.00 0.00 0.01 0.00 0.00
2002 NTEF 20.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
2005 OCC 75.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
2004 UPDC HotelsLtd 11.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00

Total portfolio: 158.24 9.30 91.15 15.00 3224 7.41 2841 6.94

Approvals Pending Commitment
FY Approva  Company Loan Equity Quas Partic.
2005 Zenith Bank 0.03 0.01 0.00 0.00
Tota pending commitment: 0.03 0.01 0.00 0.00
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Technical Annex 14:
Country at a Glance

NIGERIA: Fadama Development -1l / Critical Ecosystem Management Pr oject

Sub-
POVERTY and SOCIAL Saharan Low- -
) ) . ) Development diamond*
Nigeria Africa income
2004
Population, lmid-year(millions) 1398 79 2,338 Life expectancy
GNI per capita (Atlas method, US$) 400 600 510
GNI (Atlas method, US$ billions) 55.9 432 1184 T
Average annual growth, 1998-04
Population (%6 24 22 18
Labor force ) 26 10 21 GNI Gross
per < — —  primary
Most recent estimate (latest year available, 1998-04) capita ; enrolliment
Poverty (% of population below national poverty line) . . .
Urban population (% of total population) 47 37 31
Life expectancy at birth (years) 45 46 58 L
Infant mortality (per 1,000 live births) 98B j01 79
Child malnutrition (% of children under 5) 29 44 Access to improved water source
Access to an improved water source (% of population) 60 58 75
Literacy (% of population age 15+) 67 65 61
Gross primary enroliment (% of school-age population) m 95 94 Nigeria
Male 132 102 101 Low-income group
Female 107 88 83
KEY ECONOMIC RATIOS and LONG-TERM TRENDS
1984 1994 2003 2004 Economic ratios*
GDP (US$ billions) 28.2 23.7 58.3 72.1
Gross capital formation/GDP 9.5 196 238 223 Trade
Exports of goods and services/GDP 149 418 49.7 54.6
Gross domestic savings/GDP 14 20.6 324 39.7
Gross national savings/GDP . 116 215 273
Current account balance/GDP -38 -6.8 -24 48 D i Cavital
Interest payments/GDP 4.4 45 07 S;\Tnegssm : — foa:?:tion
Totaldebt/GDP 63.1 1398 60.0
Total debt service/exports 327 195 57 J_
Present value of debt/GDP . . 58.1
Present value of debt/exports . . 171
Indebtedness
1984-94 1994-04 2003 2004 2004-08
(average annual growth)
GDP 5.0 34 107 6.0 65 Nigeria
GDP per capita 20 0.8 80 35 42 Low-income group
Exports of goods and services 39 16 319 31 81
STRUCTURE of the ECONOMY
1984 1994 2003 2004 Growth of capital and GDP (%)
(% of GDP)
Agriculture 37.8 286 26.4 166 60
Industry 278 50.2 49.4 56.9 40
Manufacturing 7.8 49 40 . 20
Services 344 212 242 265
0 +—
Household final consumption expenditure 70.9 65.1 439 38.1 20 99 00 01 02 03 04
General gov't final consumption expenditure 176 143 237 222
Imports of goods and services 130 408 412 372 GCF —>—GDP
1984-94 1994-04 2003 2004 Growth of exports and imports (%)
(average annual growth)
Agriculture 45 43 65 65 45
Industry 36 22 224 46 0
Manufacturing 4.7 29 6.2 .
Services 74 38 6.9 69
Household final consumption expenditure -17 -6.9 375 32
General gov't final consumption expenditure 4.0 159 149 33
Gross capital formation 134 126 -70 106
Imports o': goods and services -32 88 116 23 Exports imports

Note: 2004 data are preliminary estimates.
This table was produced from the Development Economics LDB database.

* The diamonds show four key indicators in the country (in bold) compared with its income-group average. If data are missing, the diamond will
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Nigeria

PRICES and GOVERNMENT FINANCE

Domestic prices
(% chanae)
Consumer prices
Implicit GDP deflator

Government finance

(% of GDP. includes current arants)
Current revenue

Current budaet balance

Overall surplus/deficit

TRADE

(US$ millions)

Total exports (fob)
Fuel
Liauified natural aas
Manufactures

Total imports (cif)
Food
Fuel and energy
Canital aoods

Export price index (2000=100)
Import price index (2000=100)
Terms of trade (2000=100)

BALANCE of PAYMENTS

(US$ millions)

Exports of aoods and services
Imports of aoods and services
Resource balance

Net income
Net current transfers

Current account balance

Financina items (net)
Chanaes in net reserves

Memo:
Reserves including gold (US$ millions)
Conversion rate (DEC. local/US$)

EXTERNAL DEBT and RESOURCE FLOWS

(US$ millions)

Total debt outstandina and disbursed
IBRD
IDA

Total debt service
IBRD
IDA

Composition of net resource flows
Official arants
Official creditors
Private creditors
Foreian direct investment (net inflows)
Portfolio eauitv (net inflows!

World Bank proaram
Commitments
Disbursements
Princinal renavments
Net flows
Interest pavments
Net transfers

1984

39.6
16.9

1984

11.891
11.568

9.839
1.442
153

106
65
163

1984

12.324
10.749
1.575

-2.309

-1.066

1.541
-475

2.3

1984

17.771
900

4.064
111

305
-409
189

163
261
38
223
74
149

1994

57.0
278

1994

9.415
9.171

1994

9.533
9.298
235

-2.353
500

-1.618
1.617

523

1994

33.092
3.286
181

1.872
649

43
168
-316
1.959

0
318
385
-67
266
-333

2003

14.0
20.8

371

-1.3

2003

27.250
24.597
1.918

18.816
2.444
7,552

102
105

2003

28.629
23.700
4.929

-8.388
2.086

-1.373

1.160
213

129.2

2003

34.963
1.201
787

1.636
265
22

111
-788
-248

1.200

537
63
220
-157
68
-224

2004

15.0
19.9

2004

37.297
33.386
3.034
110
21.018
2.742
8,928

135
115
117

2004

38.968
26.544
12.424

-11.727
2.751

3.448

6.039
-9.487

1329

2004

Inflation (%)

GDP deflator ~ ==<==CP|

Export and import levels (US$ mill.)
40,000
30,000
20,000
10,000

0
98 99 00 oL 02 03 04

O Exports | Imports

Current account balance to GDP (%)

157

10+

0 + + :|_|: + :|_|:
75__@ t‘ 00 o1 \j LU?-I 04

Composition of 2003 debt (US$ mill.)

A: 1,201
G:3,400

B: 787

D:996
F: 2,385

E: 26,194
A-1BRD E - Bilateral
B -IDA D - Other multilateral F - Private
C-IMF G - Short-term

Note: This table was produced from the Development Economics LDB database.
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Technical Annex 15:
Incremental Cost Analysis

Introduction and Background
Overall Context

1 With over 900,000 Knt and a coastline extending about 960 Km along the Atlan-
tic Ocean, Nigeriais endowed with abundant social and natural resource wealth. Princi-
pal vegetation types range from dense mangrove forests of the Niger Delta and rain for-
ests of the south, to dry grassand of the north, and mountain grasslands on the Jos and
Mambila Plateau. Soils are largely of the ferruginous tropical type, with aluvial deposits
along the mgjor rivers - the Niger and Benue.

2. The country is also rich in biologica diversity, many of which are of global sig
nificance, including 24 species of primates, 274 mammalian species, 831 species of birds,
19 species of amphibians and 166 species of fresh water fish. Existing inventories iden-
tify 7,895 plant species, 484 of which are endangered. Many of these plant species in-
clude wild relatives of important domestic species, medicinal plants, and other plants of
economic value.

3. As asignatory to the Convention on Biological Diversity and the United Nations
Convention to Combat Desertification, the government of Nigeria has committed to sus-
tainable natural resource management (land, water, air, minerals, forests, fisheries, and
wild flora and fauna) to produce ecosystem services that underpin much of the country’s
economy. The National Action Program to combat Desertification, which was produced
by the government in 2001, has reported that between 50 percent and 75 percent of
Bauchi, Borno, Gombe, Jigawa, Kano, Katsina, Kebbi, Sokoto, Y obe, and Zamfara States
are being affected by desertification whereas 10 percent - 15 percent of the landsin Fed-
era Capital Territory, Plateau, Adamawa, Taraba, Niger, Kwara and Kaduna states are
threatened by desertification.

4, In these areas, population pressure resulting in over grazing and over exploitation
of margina lands have aggravated desertification and drought. Entire villages and major
access roads have been buried under sand dunes in the extreme northern parts of Katsina,
Sokoto, Jigawa, Borno, and Y obe States. Besides the natural phenomenon, poor land
management practices and population pressure on marginal lands are identified as major
factors disrupting the ecological system. More specifically four primary causes have been
reported, notably over-exploitation, poor irrigation practices, over-grazing and deforesta-
tion.

5. Incomes and productivity in rural Nigeriaare low and stagnant. The rural sector
employs about seventy percent o f the country’s labor force, generates one-third o f its
gross domestic product and accounts for about 5 percent of itstotal exports. However,
about 70 percent of the rural population remains poor. Malnutrition and infant mortality
rates are still high and rural incomes are lower today than they were twenty years ago.
Underlying this trend is the basic problem thet the value added per capitain agriculture



and animal husbandry has grown at less than one percent per year for at least fifteen
years.

Ecological Importance of Fadama Areas

6. Some of the country’s most productive but ecologically sensitive areas, and which
have been under increasing development pressure, are fadama lands (mostly floodplains
and low-lying areas underlined by shallow aquifers, found along Nigeria s major river
systems--Niger and Benue rivers--and wetland systems such as Hadejia-Nguru). Fadama
areas play an important role in the recharge of the shallow groundwater system through
infiltration. Prior to their conversion to cultivation, fadama lands supported highly pro-
ductive natural vegetation consisting of dense acacia scrubland, open grassland and sea
sonally or permanently flooded open bodies of water supporting dense emergent vegeta-
tion including rushes, sedges and reeds. Furthermore, in addition to providing a source of
water and forage for pastoral livestock during dry seasons, fadama lands also supported
large and diverse resident or transient wildlife including herbivores, carnivores and mi-
gratory birds.

7. Fadama areas are remarkably different from adjacent uplands in terms of their
ecology and microclimate. Since they are low-lying flood prone, slow-draining areas,
they generally posses finer texture and less acid soils. With an increasing pressure from
farmers, pastoralists and fishermen, the impact on the ecology of fadama areas has been
dramatic. Furthermore, compounded by athe lack of a coherent policy and institutional
framework for integrated natural resource management at the watershed level, the loss of
vegetative cover, intensification of agriculture practices, construction of dams, manage-
ment of reservoirs, and competing land uses including haphazard use of land for brick
making cottage industry, al contribute to making land degradation emerge as the most
significant threat to the long-term sustainability of fadama resources and the benefits that
flow from them.

8. An indication of the rapidly expanding land conversion in fadama areas is given
by a recent remote sensing-based analysis of land use changes in Nigeria (ref. xxx). The
study shows that in the span of twenty years (from the mid-70s to the mid-90s), wetland
areas (including freshwater swamps, mangrove forest, various types of marshes, and
shrub-sedge areas) shrunk, while floodplain agriculture (predominantly along the Niger
and Benue river systems) more than doubled (an increase of over one million hectares).

Socioeconomic | mportance of Fadama Areas

0. The farming systems in fadama areas are predominantly upland subsistence agri-
culture that are highly dependent on the vagaries of the weather, while the potential for
irrigation, using underground and surface waters, remains underdevel oped. The average
irrigated area per rural household of six is less than one hectare and 90 percent of the
farms have less than two hectares of irrigated land. Farmers use the remainder of their
holding to diversify their production, by cultivating rain fed crops, raising livestock, and
producing fish. Agricultural production techniques have remained rudimentary despite



many years of work on technology generation and transfer. Major crops produced by
fadama farmers are okra, yam, sweet potato, cassava, tomatoes, onions, rice, onions, gar-
den eggs (eggplants) and beans. The farmer also produce fruits such as mangos, guavas,
bananas, sugarcane and plantain to supplement their income from farming.

10. In addition to the farming communities, fadama lands are also used by pastoralists
and fishers. In some areas, urbanization has encroached fadama lands and demand for
land use has seen tiff completion between farmers, pastoralists, fishers and cottage in
dustridist, in particular brick makers. The increased completion has had severe impact
on land and water resources management resulting in degradation of land, salutation in
rivers and lakes, and depletion of groundwater. Furthermore, The competing use have
resulted in a steady growth in conflict between different user groups, some of which were

violent resulting in death and loss of farm products and infrastructure.
Development Goals

11. Clearly, fadama resources are both economically and ecologically significant, and
congtitute an important safety net for the rural poor. However, their sustainability has
been steadily eroding due to a number of factors which the proposed GEF project seeks
to address. Chief among these factors are: (i) the policy of conversion and open accessto
fadama resources without coherent land use and land management plans at the productive
landscape levd; (i) the lack of awareness of local communities, and the weak capacity of
extensions advisors (through Agricultural Development Projects) whose training and
mandate do not incorporate sustainability considerations; (iii) the lack of adequate coor-
dination and integration of Natural Resource Management policy and strategy, at all lev-
els of government, and the gaps in technical planning at the state and local government
levels, particularly in terms of the wider watershed management issues where fadama
lands are situated; (iv) the ingtitutional barriers, driven by limited capacity of human and
technical resources, but also limited access to financial resources and (v) fundamentally,
the lack of overall understanding of the interdependence between land use and water
management, both within and outside of fadama areas, and the impact of land degrada
tion on ecosystem integrity throughout the larger productive landscape--made up of land,
water, vegetative cover—upon which the rural poor depend

12.  Therefore, to preserve the productive capacity of fadama lands and to make
fadama resources equitably accessible to different user groups, along term sustainable
land and water resources management regime, within a watershed context, and involving
fadama users, is critical. The Second National Fadama Devel opment Project financed by
IDA and the Global Environment Facility contribute to: (i) improving the livelihoods of
fadama users through a community-driven development approach, and (ii) improving the
sustai nable management of the productive capacity of fadama lands and associated eco-
systems.

GEF Operational Program and Focal Area
13.  The proposed project falls under the GEF Operational Program 15 (land Degrada-

tion) and meets the GEF strategic priorities of (i) “Targeted Capacity Building,” through
country-driven activities aimed at supporting the promotion of SLM at watershed level,



and focused on integration of “land use planning systems” and “coordination support”
aimed at enharcing the productivity of fadama ecosystems, and thereby maintaining the
flow of services they provide both in Nigeria and regionally throughout the Niger and
Benue River basins; and (ii) “Implementation of Innovative and Indigenous Sustainable
Land Use Practices,” through a demand driven approach to piloting the adoption of sus-
tainable agricultural activities (including improved soil and water conservation, pas-
ture/grazing management), and sustainable forest and woodland management.

Basdline Scenario

14.  Scope. The baseline condition is essentially defined by the fadama program
which started with the first National Fadama Development Project (1993-1999) and is
being followed by Fadama Il which was designed is such away as to incorporate the pro-
posed GEF project as a component (despite separate processing and timetables).

15. TheWorld Bank supported First National Fadama Development Project was im-
plemented between 1993-1999 and helped seven states (Bauchi, Gombe, Sokoto, Kebbi,
Zamfara, Kano, and Jigawa) in the northern part of the country to develop small scale
irrigation through low cost pumping technology and the installation of 50,000 shallow
tubewells for irrigating 100,000ha of fadama lands, which resulted in significant in-
creases in productivity and incomes of about 49,000 farm families — mostly small scale
farmers. The apparent success of the first National Fadama Development Project led the
Federal Government of Nigeriato seek World Bank assistance for the development and
implement ation of Fadamalll.

16. Despite its success, the project’ s approach clearly lacked grounding in sound
principles of social and environmental sustainability. Inthe end, the first Nationa
Fadama Development Project helped improve productivity and incomes of farmers, but
contributed to exacerbating social conflicts among resource users(e.g., farmers, pastoral-
ists, fishermen, hunters/gatherers), and exacerbated the degradation of natural resources,
including depletion of floodplains and loss of biological diversity as aresult of extension
of farming areas, encroachment of fadama farming into river beds, resulting in increased
sedimentation, turbidity, and incidence of flooding, and changes the hydrology of the
ecosystem resulting in lower ground water levels (the first National Fadama Develop-
ment Project Staff Appraisal Report and |mplementation Compl etion Report).

17.  The main development objective of Fadamalll isto sustainably increase the in-
comes of fadama users — those who depend directly or indirectly on fadama resources
(farmers, pastoralists, fishers, hunters, gatherers, and service providers) — through em-
powering communities to take charge of their own development agenda. The project will
adopt a Community Driven Development approach, through which all fadama users will
be encouraged to form apex Fadama Community Associations that would develop so-
cidly inclusive Local Development Plans in a participatory manner. The LDPs will ex-
plicitly state the measures to sustainably manage fadama resources and resolve conflict
among different users. It will aso contain micro-project(s) proposals which would pro-
vide the basis of support under the project. The implementation of the Fadama Il includes
an Environmental Management Plan, designed to mitigate potential negative environ
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mental and socia impacts of IDA/ADB financed activities (and enhance positive ones),
at thelevel of LDPsand fadama aress.

18.

Costs. In the absence of GEF funding, over asix year period, the total expendi-

tures associated with the Baseline Scenario are estimated to be US$ 53.19 million, as
summarized below:

@

(b)

(©

Capacity Building (US$ 21.53 million). The aim of this substantial baseline
component is to build the capacity of fadama users and other key stakeholders.
IDA and counterpart financing supports building the capacity of fadama user as-
sociations in order to enable them to access project advisory services and finarc-
ing to invest in productivity and income enhancement activities. The main outputs
of this component include: (i) the establishment of Fadama Community Associa-
tions through facilitation and social mobilization, and the preparation of Local
Development Plans which will be the main vehicle for accessing IDA financial
resources, (ii) technical assistance and training of government agency staff and
facilitators to strengthen project implementation capacity; (iii) promotion of in
formation sharing and good practices, focused on productivity enhancement and
marketing, and transparency and accountability in project implementation. In the
absence of GEF, it is anticipated that the process of improving the productivity of
fadama resources and the incomes of fadama users, would proceed in a socialy
inclusive manner, but would lead to land use intensification without taking into
account the cumulative impacts at the watershed level and the long-term sustain
ability of natural resources, leading in time to further land degradation and the de-
pletion of water resources. Furthermore, the in the absence GEF financing, Nige-
riawould still lacking the capacity for sustainable land and watershed manage-
ment.

| ntegrated Ecosystem Management at Watershed level (US$4.73 million). In
the baseline, this component provides only counterpart funding required by pro-
curement rules. Therefore, in the absence of GEF the key issues (on the ground
and site specific) activities needed for the protection of critical watersheds, and
improvement in water management, will not be undertaken.

Community Sustainable Land Management (US$ 10.09 million). The aim of
this substantial baseline component is to support arange of advisory services,
training, information sharing, awareness programs, and adoption of land use prac-
tices that will enable fadama users to adopt productivity-enhancing techniques
and more profitable marketing, and at the same time ensure the sustainability of
the fadama resource base. While IDA financing will focus on traditional advisory
services, including environmentally friendly practices (particularly, the promotion
of Integrated Pest Management, and irrigation efficiency to improve productiv-
ity), in the absence of GEF, technical and financial support to fadama users, in or-
der to adopt livelihood enhancing, sustainable land use and agricultural practices
that enhance the structural and functional integrity of fadama ecosystems, will not
undertaken.



(d) Project Management and M& E (US$ 16.84 million). This substantial basdline
component focuses on project management mechanisms including monitoring and
evauation plans to implement Fadamal ll. In the absence of GEF, this component
would enable smooth project implementation, and put in place an effective moni-
toring and evaluation system. With GEF, this component would also include
M& E of fadama ecosystem issues. Under the baseline, this component is com:
prised of two subcomponents:

Project Management Subcomponent supports new or existing institutional en-
tities and mechanisms at the federa, state and local levels of government for
overal project coordination and supervision and would help to strengthen the
effectiveness and quality of project operations. It will support, at the federal
level, the National Fadama Devel opment Office--attached to the Projects Co-
ordinating Unit of the Federal Ministry of Agriculture and Rural Development
--which will be responsible for overall project coordination. The subcompo-
nent will also support the State Fadama Devel opment Office housed at the
Agricultural Development Project. At the local government level, the project
will support a Local Fadama Desk and a multi- stakeholder committee which
would be responsible for, respectively, screening and approving LDPs and
subproject proposals submitted by the FCAs. Finally, the subcomponent will
finance specialized technical assistance and training at the federal, state, and
local levels aimed at developing capacity for coordination of implementation.

Monitoring and Evaluation Subcomponent will measure performance at vari-
ous project milestones, and includes three main elements. (a2) Management In-
formation System integrating NFDS and SFDO levels with data generated by
FCAsand ; (b) impact evaluations and beneficiary assessments to enhance
project implementation performance; and (c) monitoring of the project’s Envi-
ronmental Management Plan, which includes mitigation measures related to
agricultural production, processing, and marketing, to be incorporated in
LDPs, and institutional capacity strengthening in Environmental Impact As-
sessment and Integrated Pest Management.

19. Benefits. In the absence of the GEF funding, the implementation of the fadama
development activities will be implemented under the IDA/ADB-financed Fadamalll
main components, and will contribute to the project objective through empowerment of
local FCAs to develop and implement LDPs, and improve livelihoods. It was estimated
that a 40 percent economic rate of return would arise from quantifiable benefits related to
increases in crop and livestock production, aquaculture, and agro-processing. However,
this estimate does not include the cost of environmental externalities, and is therefore
considered a gross overestimate of the net benefits from the project under the baseline
scenario. Under these conditions, the sustainability of the productivity of the fadama
ecosystems will continue to lowly erode, leading over time to undermining the founda
tion of the benefits flows to fadama users in Nigeria and negatively impacting the region
and globally because of the strong links between fadama-related watershed management



in Nigeria and the rest of the Niger and Benue basinsriparians. Although a fully funded
Environmental Management Plan will deal with project on and offsite impacts, wider
fadama ecosystem health and related institutional issues will not be addressed.

GEF Alternative

20.  Scope. With GEF assistance for addressing the land degradation and related inte-
grated ecosystem management objectives of the project, the government of Nigeria will
be able to lay the foundation for a more effective program of fadama devel opment. GEF
assistance would provide a distinct and significant enhancement--over existing initiatives
and program-- in the conservation of critical fadama ecosystems, and in the capacity of
Nigeria to sustainable manage its “fragile” fadama land resources in a watershed context,
and to contribute to regional and global benefits in form biodiversity conservation, im-
proved land quality management, carbon sequestration, enhanced ground water manage-
ment, and conservation of the Niger and Benue River system.

21.  Theimplementation of Fadama Il with GEF assistance will include a component
aimed at identifying and contributing to the sustainable management of critical ecosys-
tems (e.g., entire watersheds or wetlands, river systems, ground water resources, forest
areas or areas of high biodiversity) which are directly or indirectly impacted by both
fadama expansion (new fadama areas) and intensification (ground water extraction, use
of agro-chemicals, multiple cropping, river bank encroachment, etc). In addition, The
GEF component would further strengthen the CDD approach through capacity building
of FCAs and promoting sustainable livelihood activities which are essential to the con-
servation of critical ecosystems.

22.  Therefore, the mgor thrust of the proposed incremental activities would be to
complement the production development and livelihood enhancement focus of Fadamalll
with: (i) targeted capacity building aimed at supporting the promotion of SLM at water-
shed level, through integration of land use planning systems and coordination support;
and (ii) implementation of innovative and indigenous sustainable land use practices,
through a demand driven approach to piloting the adoption of sustainable agricultural ac-
tivities (including improved soil and water conservation, pasture/grazing management),
and sustainable forest and woodland management.

23. Costs. The total expenditures associated with the GEF Alternative are estimated
to be US$ 63.22 million. These are summarized in Table 10. Under the GEF Alterre-
tive, Fadama ll will still comprise the following baseline components, expanded as fol-
lows:

(8 Capacity Building (US$22.95 million). With GEF support, this increased compo-
nent would enhance the capacity of different stakeholder groups--including relevant
federal, state and local government, NGOs, community based organizations, and
fadama users in the six targeted states (Imo, Kebbi, Kwara, Kogi, Ogun, and Bauchi)--
for sustainable land and watershed management. The GEF support is designed to use
a coordinated approach in providing specific awareness raising programs, workshops,
and technical training to stakeholders. A set of technical and socio-economic tool kits



for integrated sustainable land management at the watershed and fadama level will be
developed including: planning and analytical tools (e.g., GIS for watershed planning
and information sharing, for government officials in key NRM agencies); sustainable
agricultural practices (e.g., tillage, crop mix/rotations, nutrient management, soil and
water conservation techniques, river bank protection, for farmers); and sustainable
harvest techniques for forest and non-timber forest products and fishing for commu-
nity members. In addition, given the highly fragmented institutional framework for
watershed management at all levelsin Nigeria, this component includes areview of
federal and state policies and regulations, and support for the development of a
framework for state level coordination and monitoring & evaluation of watershed
management activities among key state agencies (environment, agriculture, forestry,
natural resources). Finally, the component includes support for afew baseline and
strategic studies related to fadama critical ecosystem issues.

(b) Component 2: Integrated Ecosystem Management at Watershed level ($8.81 mil-

(©

lion). With GEF support, this expanded component would address the technical, o-
cial and location specific activities to improve the management of critical watersheds
that ensure fadama productivity and sustainability, in afew (pilot) areas with high po-
tential for up scaling and replicability. Major activities include strengthening existing
watershed planning and coordination mechanism among the relevant state agencies (to
complement activities under component 1), sustainable management of forest re-
sources for the protection of fadama areas (especially supporting the establishment of
community forest reserves in highly degraded and conflict ridden rain forest and sa-
vannah areas), developing a lake management plan for a proposed RAMSAR site and
a study and monitoring activities to understand the impact of upstream reservoir man-
agement and river flow regime on fadama areas. Furthermore, a monitoring plan will
be devised to improve the management of ground water and shallow aquifersin s
lected fadama areas; this plan complements baseline activities of on-site water quality
monitoring (related mainly to pesticide use).

Component 3: Community Sustainable Land Management ($14.05 million). With
GEF support, this expanded component would support arange of advisory services,
training, information sharing, awareness programs, and adoption of land use practices
that will enable fadama users to adopt productivity-enhancing techniques and more
profitable marketing, and at the same time ensure the sustainability of the fadama re-
source base. While under the baseline scenario, the focusis on traditional advisory
services, including environmentally friendly practices (particularly, the promotion of
Integrated Pest Management, and irrigation efficiency), under the GEF aternative,
support would be provided to fadama users, through FCAs, community groups, and
NGOs, to adopt sustainable land use and agricultural practices that enhance the struc-
tural and functional integrity of fadama ecosystems, and improve rural livelihoods.
The support to communities would involve grant co-financing, using a demand-driven
approach for two types of aternative land use practices: (i) land use changes in critical
areas, such asriver banks, flood prone or ground water recharge areas, and forest or
natural habitats of significant biodiversity values; and (ii) sustainable agricultural
practices in famada areas added to IDA-supported LDPs. In most case, interventions
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in these areas require management plars across larger landscapes (that may even cross
State boundaries), and therefore the need to get these plans agreed and adopted at a
community level, and incorporated into the watershed planning process which the pro-
ject will help develop at the Sate level through components 1 and 2.

(d) Component 4: Project Management and M&E ($17.41 million). With GEF sypport,
this increased component will put in place project management mechanisms (de-
scribed in details under the baseline scenario), including expanded monitoring and
evauation plans to implement Fadama Il that fully integrate monitoring and evalua-
tion of fadama ecosystem issues, as well as project management, procurement, and fi-
nancial operational support.

24, Benefits. The GEF Alternative incorporates the benefits of the Baseline Scenario,
and will enable further beneficial outcomes beyond those already specified. In addition
to the baseline production and livelihood benefits, incremental benefits to the global
community include the ability to protect and manage critical watersheds, sustain and con
serve fadama land resources, improve the management of surface and ground water re-
sources, and protect biodiversity in the Niger and Benuerriver basins. Furthermore,
global benefits will be accrued from the enhanced capacity of key (federal and state)
natural resource management agencies in Nigeria to adopt integrated approaches to natu-
ral resource management in a watershed context, as well as enhanced capacity for moni-
toring and fulfillment of international obligations. Finally, the enhanced capacity of
communities to adopt SLM and agricultural practices will improve the chances of repli-
cability and scaling up both within Nigeriaand in riparian states.

25.  The above incremental benefits under the GEF aterretive (not all of which can be
quantified), are indicatively estimated at US$ 12.4 million, as summarized in the table
below. These benefits are associated with sustainable uses through project activities, and
are based on the assumption that GEF support will help: (i) reduce by (1 percent-10 per-
cent) the cost of natural resource degradation (currently estimated at US$ 5 billion annu-
ally, and affecting 50 million people) in the fama ecosystem in the six project states; and
(i) improve the net present value of production benefits (above the baseline scenario) by
1 percent for the fadama user in the six project states, through Sustainable Land Man-
agement practices.

Table9: Incremental Domestic Benefit

Under

Reduced Environmental Degradation
Domestic I ncremental Benefits of GEF Assumption
Alternative 10% 5% 1%
(US$ Million)
Reduced cost of land, water, and forest degradation  27.2 13.6 2.7
Enhanced benefits of SLM activities 7.9 7.9 7.9
Opportunity cost of change in land use practices 9.1 9.1 9.1

(assumed 1% set aside for conservation)
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TOTAL 26.0 124 15

Incremental Costs

26.  Thetotal project cost under the Baseline Scenario where only the IDA/ADB

credit will be implemented, is US$ 47.0 million, while the total cost under the GEF Al-
ternative is US$ 63.22 million. The incremental cost under the GEF Alternative is there-
fore US$ 10.03 million, corresponding to a GEF contribution of 18 percent of total cost.
This incremental cost is offset by a an incremental global benefit ranging from US$ 1.5 —
US$ 26.0 million (with US$ 12.4 million as the median), which would not have been re-
alized in the Baseline Scenario, and is primarily associated with local sustainable land use
by fadama communities, and a strengthened country capacity for integrated addressing
land degradation in a watershed context. Overall, the GEF Alternative would result in a
net incremental benefit of about US$ 2.4 million.

Table 10: Nigeria National Fadama Development Project I1:
Critical Ecosystem Management

Incremental Cost Analysis Summary

(2004 US %)
Component Category Estimated Ex- Local Benefit Global Benefit
pendtures
(US$million)
1. Capacity Baseline 21.53 Improved social capital Reduced conflict among fadamaus-
Building (through formation of ers, and accessto advisory services
FCAs, training, and leads to reduced pressure on globally
awareness), and capacity significant resources
of fadama usersto prepare
and implement local de-
velopment plansleadsto
improving the productivity
of fadama areas and reduc-
tion poverty
With GEF 22.95 Same as above Policy and Institutional strengthening
Alternative in sustainable land use planning at
federal, state, local government, and
community levels, and promnotion of
aframework for an integrated water-
shed management to fadama ecosys-
tems, leading to i mproved protection
of key globally and regionally
Significant.
Incremental 1.42




Component

Category

Estimated Ex-
penditures
(US$ million)

Local Benefit

Global Benefit

2. Integrated Eco-
system Manage-
ment at Water -
shed Level

Basdline

4.73

With GEF
Alternative

8.81

Improved water quality
monitoring (related mainly
to pesticide use resulting
from intensification of
agricultural production).

Improved watershed planning and
coordination mechanisms, sustain-
able management of forest resources
in highly degraded and conflict rid-
denrain forest and savannah areas,
improved surface water management
and monitoring activities to under-
stand the impact of upstream reser-
voir management and river flow re-
gime on fadama areas, and monitor-
ing for improved management of
ground water and shallow aquifers in
selected fadama areas, for increased
conservation and regional and global
benefits (Niger and Benueriver basin
conservation, reduced siltation, im-
proved water quality, carbon seques-
tration, and biodiversity).

I ncremental

4.08

3. Community
Sustainable Land
M anagement

Baseline

10.09

Accessto advisory ser-
vices by fadama users lead
to improved production
technology, increased
yields, and incomes

Environmentally friendly practices
(particularly, the promotion of Inte-
grated Pest Management, and irriga-
tion efficiency to improve productiv-
ity), indirectly lead to enhancing
water quality and land use manage-
ment.

With GEF
Alternative

14.05

Same as above

Demand-driven grant financing
(payment for ecological services) for
the adoption by fadama users of
sustainable land use and agricultural
practices, lead to: (i) land use
changesin critical areas, such as
river banks, flood prone or ground
water recharge areas, and forest or
natural habitats of significant biodi-
versity values; and (ii) adoption of
sustainable agricultural practicesin
famada areas. These changes|lead to
enhancing the structural and func-
tional integrity of fadama ecosys-
tems, and improverural livelihoods.

I ncremental

3.96




Component Category Estimated Ex- Local Benefit Global Benefit
penditures
(US$ million)
4. Project Man- Baseline 16.84 Substantial improvement Global benefits limited to indirect
agement and in project management impact of enhanced data collection
Monitoring & mechanismsand M& E and capacity building for M&E.
Evaluation plans, for smooth project
implementation, including
efficient administration of
project funds, coordination
of implementing institu-
tions, and evaluation of
progressin baseline activi-
ties.
With GEF 17.41 Same as above In addition to the above, M& E of
Alternative fadama resources at watershed level
would be integrated into overall
Fadamall M&E system, leading to
improved monitoring of global re-
sources and fulfillment of Nigeria's
international obligation (desertifica-
tion, biodiversity, international wa-
ters)
I ncremental 0.57
TOTAL Baseline 53.19
With GEF 63.22
Alternative
I ncremental 10.03
Summary of cd- I ncremental 10.03
culation for GEF Cost (expen-
eligibility diture)
I ncremental 124
Global Bene-
fit
Net Incre- 2.4
mental Bene-
fit
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Technical Annex 16:
STAP Technical Roster Review and Task Team’s Response

A. STAP Review

INSTITUTE FOR DEVELOPMENT ANTHROPOLOGY
99 Collier Street

Binghamton, New Y ork 13902-2207

Tel. 607-772-6244

DATE: 7 June 2004
TO: Dr. Dinesh Arya Daryal @worldbank.org
FROM: Michael Horowitz devanth@binghamton.edu

SUBJECT: STAP Review of GEF Project Brief for the Second National Fadama De-
velopment Project: Critical Ecosystem Management, dated 20 May 2004

Dear Dr. Aryd,

Thank you for sharing the subject Project Brief and for seeking my review of it. Follow-
ing your instructions | have tried to identify some of the weaknesses of the proposed pro-
ject. The focus on management of riparian floodplains (fadama) is a critical and too of-
ten neglected component of river basin development and | am very pleased to see the at-
tention the World Bank is directing to it in the Project Brief. The TOR for my review
begins with the claim that the First National Fadama Devel opment Project experienced
“inordinate levels of degradation” of the floodplains and a consequential loss of biodiver-
sity. Thisis, of course, a not uncommon consequence of conventional approaches to dam
construction and dam management on the sustainable productivity of floodplains in semi-
arid environments. Periodic flooding, capturing upstream rainfall, not only allowed for
recession farming on the floodplains, but also for fishing and herding. The latter was
critical for the farmers, because of the soil enrichment provided by the manure from cat-
tle, sheep, and goats. Similarly, millet and sorghum post-harvest crop residues provided
important additions to livestock feed. Thus, amgor question that must be answered is
what will be the ecological and economic consequences of the proposed project on the
economically and culturally diverse groups that currently depend sequentially on the
natural flows of the river, including its periodic floods.

The document notes that all fadama communities—*farmers, pastoralists, fishers, hunt-
ers, gatherers, and service providers’-- should be empowered to take charge of their own
development agendas. It does not however note that these “communities’ are themselves
internally differentiated socially and economically. The document needs to explain how
project benefits will be equitably distributed, rather than being captured by the aready
advantaged minorities. For example, the statement “communities will be empowered to



take control of the management of these sites’ needs to be modified to ask who in the
community will take control and for whose benefit. Note that | very much endorse the
emphasis on identifying the impacts of dams on the riparian ecology and the search for
alternative ways of managing these dams to reduce their negative effects. The document
importantly notes the significance of “indigenous initiatives’ for watershed management,
although there is perhaps too much focus on the liabilities of traditional practice and too
little on commercia farming, dam construction, and the like (although this is acknowl-
edged in the section on “Ecological Importance of Fadama Areas’).

Perhaps the statement in section 2.2 10., that the project seeks to “improve land and water
resources management practices and to relieve pressure on critical ecosystems’ might be
elaborated to explain how it will do that in ways that benefit all the people. Again, the
subcomponent on “ Capacity Building” admirably seeks to “provide for capacity building
for the communities to manage land sustainably and develop community based conserva-
tion enterprises,” but it doesn’'t explain persuasively what the structure of these “commu-
nities’ is, and how the project will assure that al (including women and the very poor)
will benefit. In other words, while it properly notes that “ Stakeholder involvement is
considered of central importance” and that “local participation in resource management
should be assured,” it needs more persuasively to show how that involvement and par-
ticipation will be achieved, and it needs to show an awareness that “local” does not mean
socia and economically “undifferentiated”. Thus, the document seeks “the preservation
and maintenance of indigenous and local communities’ and the incorporation of “knowl-
edge, innovation, and practices relevant to land degradation and critical ecosystem man-
agement,” all of which is excellent, but it doesn’t persuasively explain how that will be
achieved. Thus, it will be necessary to disaggregate the term “local community” by many
variables including age, gender, ecoromic status, educational level, et alia. Thisis neces-
sary to assure the project’s benefits will be equitably distributed.

For example, the document refers to the necessity of challenging “unsustainable land-use
practices, over-exploitation of natural resources and weak protected area management”
and associates these with poverty. Yet it does not identify which of the land-use practices
IS unsustainable and over-exploitative of natural resources. All too often, the claim of
“unsustainability” is leveled at “traditional” practices of farmers and herders, particularly
the traditional non-privatization of productive resources. Y et many of us who have done
intensive field-research in the sahelian and sudanic regions of West Africa have con
cluded that “openraccess’ to productive resources is both socially and environmentally
sound. Admittedly, there are adjustments that have to be made relating to such factors as
population growth and international border crossings, but shifting cultivation (“ swidden”
farming) and pastoral herding, both of which require mobility, have proven to be socially,
economically and environmentally more sustainable when practices under privatized land
and water resources.

Thus, the assertion of “unsustainable land-use practices’ (p. 2) and its claimed link to
poverty need to be qualified. Whose land-use practices are unsustainable? What is the
evidence for the claim? Clearly, desertification isamajor problem, but isit a function
primarily of pastoral use (“over-grazing”) as claimed in the document, or hasit to do
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more with recent constraints posed on pastoral herders? With increasing amounts of land
being devoted to irrigated crop production, lands that previously rotated among produc-
tive users when their productivity was rainfall-dependent have become scarce.

The document asserts that there are ecological costs to “over-exploitation, poor irrigation
practices, over-grazing and deforestation.” It would help if it differentiated among these,
for clearly they have different causes and different (short-term) beneficiaries, aswell as
varying environmental consequences.

For example, the document notes that “with an increasing pressure from farmers, pastor-
alists and fishermen, the impact on the ecology of fadama areas has been drarmatic.” This
istoo genera aclaim, for it doesn’t differentiate commercia from subsistence and near
subsistence producers. What are the different social, environmental, and economic im-
plications, for example, of floodplain production of sorghum for local consumption and
floodplain production of cotton for export? The project’s goal of arresting degradation
patterns in fadama areas is salutary. Its achievement will need to be based on more per-
suasive ecological understandings than appear to inform the current text. On the other
hand, | very much concur with the goal of making “fadama resources equitably accessible
to different user groups’, which would seem to preclude turning them over to large-scale
irrigated production of commercial crops.

Among the “higher-level objectives to which the Project contributes’ is the empower-
ment of “local communities to play an active role in their own development.” Thisisa
most worthy goal. However, the document does not clearly explain how these local
communities are internaly differentiated, and how the Project will assure that its benefits
are not disproportionately captured by the already affluent and powerful. Communities
that are identified will need careful study and analysis of their internal socioeconomic
differentiations, to assure that the Project would not further benefit the already affluent
and powerful at the expense of the poor mgjorities. Thisis not easy, because economic
development organizations have been hesitant to deal with these issues, ad rarely have
the staff that is culturally and linguistically competent to do so.

The principa project objective is clearly stated in the section on “Project Beneficiaries’:
to “assist the government of Nigeriain its effort to improve its capacity to manage
fadama resources and improve their productivity... [and to protect them] from threats
stemming from both intensification of land use within fadama areas, and land use and
water management practices within the watersheds or basins in which fadama areas are
located.” It aims simultaneoudly at increasing the income of fadama users and at reduc-
ing conflict among them. The document doesn’t elaborate what these conflicts are or
what causes them. While | very much support that stated objective of “community sus-
tainable land use management, through support for aternative land and/or water use ac-
tivities, and adoption of indigenous sustainable land management practices’, we need to
know which of the practices are considered “ sustainable” and which are not. The impli-
cation is, for example, that openaccess to rangelands is considered not sustainable. |If
this is associated with privatization, what will happen (a) to those small producers (herd-
ers and cultivators) who do not receive adequate lands, and (b) to those whose lands



cease to be productive because of drought? The document makes appropriate reference
to “both socio-economic and ecological criteria,” but it doesn’t persuasively explain how
these criteriawill inform on action. Hence, it is critically important to assure that the
“few baseline and strategic studies related to fadama critical ecosystem issues’ (Para. 30),
are appropriately understood and inform on project action.

It is critical that the notion of “community” be clearly understood. Section 34 notes that
“criteria are being developed for communities to access grant support for activities that
promote sustainable land and watershed management,” but it doesn’'t reference the objec-
tive of equity, to assure that the benefits of the project are not disproportionately directed
to the aready affluent and powerful. Perhaps some more elaboration of this issue would
be helpful here. Repeatedly the terms “beneficiary” and “local community” are used, but
it must not be assumed that these are homogeneous, and that project benefits will be equi-
tably distributed, rather than being captured by the already privileged. What kinds of s0-
cioeconomic studies are envisaged to make apparent the true structures of the targeted
communities, and what kinds of actions will be taken to assure a reasonable degree of
equity? For example, “the proposed GEF grant financing and a matching grant op-
tion...will stimulate local ownership” is a worthy objective, if “local ownership” genu
inely benefits the poorer and more vulnerable members of the community. Section 40 (a)
refers to empowering communities, but not how that empowerment might be shared
among their members. Indeed 40 (d) acknowledges that “ politically-influential borrow-
ers’ might be the principal beneficiaries “rather than the groups targeted”. This acknowl-
edgement implies that the project team will include persons who have the skills requisite
to making the necessary socioeconomic analyses, and who have the authority to assure
that these analyses inform centrally on project implementation.

The section on monitoring and evaluation commendably calls for a “socio-ecological
characterization of key watersheds’ and for the use of a GIS/RS approach to data collec-
tion. Thiswill not only enhance the likelihood of project success but it will aso provide
important data and analysis for such actionsin other parts of arid and semi-arid Africa
(and perhaps in other parts of the world).

The section on “financia sustainability,” however, by referring to the catalyzation of
“communities adherence to project objectives...”, could be read as implying that “com-
munity” is socialy and economically undifferentiated. It isimportant that the segmenta-
tions within the community be understood in order that the project implementers can as-
sure that the benefits are properly directed and not captured by the already powerful and
affluent. The risk that “the project does not generate enough demand from fadama users
to adopt sustainable land use and agricultural/livelihood activities’ may be a consequence
of such acapture. Does the project anticipate having such expertise on the implementa-
tion and the monitoring-and-evaluation teams? As the document notes (Para. 56), the
Project’ s “economic, social, and environmental [costs and] benefits...cannot al be esti-
mated.” It is critical, however, that the implementation team be made aware of these di-
mensions and be able to call on the appropriate expertise to assure that the project’s bere-
fits consistently far outweigh its costs.



Section 68 refers to “potential conflicts among fadama users (especially between farmers
and pastoralists). But as noted above, there is also a mutual dependence: animals fertilize
the land sustainably and organically; post harvest crop residues provide important feed
for livestock.

Note: Paragraph 72 refers to stakeholder workshops held in December 2004. |s the date
wrong or are the workshops yet to be held?

Technical Annex I, section 3, uses the term” unsustainable land use-practices’. Some
elaboration would seem to be called for. |sthe unsustainability associated with “tradi-
tional” practice or with more recent market-oriented production? The term “large scale
land clearing” is used without explaining who is doing the clearing, whose land is in-
volved, and for what purposesis the land being cleared. |Isthe document here referring to
“traditional” practice or to the rapid expansion of commercial, and especialy export-
oriented production? Similarly, in section 5, it is claimed that * population pressure re-
sulting in over grazing and over exploitation of marginal lands have aggravated desertifi-
cation and drought”, but there is no evidence presented affirming the claimed relation-
ships. Are the principa negative impacts on the fadama due to “traditional” subsistence-
oriented production by farmers and herders, or, asindicated in section 8, isit due to dam
construction, reservoir management, and “ haphazard use of land for brick making”?
Some clarification would seem to be necessary if the document is to inform on policy.

Section 14 has an interesting error in wording: *“the increased completion [sic] has had
severeimpact...” |s“competition” the desired word?

Section 16 takes about “major stakeholder groups.” Who are the “minor” stakeholders?

The first section of Technical Annex 2 (p. 32) refers to Towards an Environmental De-
velopment Strategy for the Niger Delta, noting that the “positive results of these initia-
tives were largely lost due to the difficult political situation in the country in the late
1990s.” Perhaps you might expand on this point.

NFDP 1 notesthat “rural poverty in Nigeria...isadirect cause of increasing deforestation
and unsustainable agricultural practices.” |sthere no commercial logging or unsustain-
ability in commercial agriculture?

Technical Annex 4 calls for some comment. The objectives of increasing the income of
fadama users and reducing conflict among them are clearly worthy. What isless clear is
what is the nature of the conflict and what are its causes. Specificaly, it would be helpful
for the document to elaborate on what is unsustainable about the current practices of
farmers and herders. Sub-component 1.2 calls for empowering “communities to be able
to address watershed management issues’ but it doesn’t adequately explain how thisis to
be done. Nigerian rural communities are not homogeneous. Who in the community
would be empowered by the anticipated GEF interventions, and who would not? And
what is the basis for the assumption that “community members do not appreciate the sig-
nificance of effective land use and water resources management...”? My own field work
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among sudano-sahelian farmers and herders demonstrates on the contrary the constant
adjustments they made to current ecological conditions.

Paragraph 4 on p. 57 seems to attribute “aggravated desertification and drought” to
“population pressure resulting in over grazing and over exploitation of marginal lands.
There are certainly locales in which thisis clearly the case. But there are dso areasin
which the expansion of commercial, export-oriented agriculture constitutes the principal
environmental assault. Paragraph 7 similarly notes the ecological impacts of “increasing
pressure from farmers, pastoralists and fishermen...on the ecology of the fadama areas.
What about the effects of large dams and dam management on fadama ecology? And
what have been the ecological effects of the increasing movement to commercial, export-
oriented agriculture?

| am very much encouraged by your acknowledgement in Section 16, p. 60, that projects
must be grounded in “principles of social and environmental sustainability” and, in Sec-
tion 17, of the need “to sustainably increase incomes of fadama users.” It would be use-
ful here to note that the various groups mentioned—rfarmers, pastoralists, fishers, hunters,
gatherers, and service providers—are not homogeneous, but are internally differentiated
socially and economically. Thus, the actions proposed ought to be based on the assur-
ance that the socially and economically least privileged will not be disadvantaged by
them. It isnot clear from the document how this will be achieved. And finally, the bene-
fits specified in Section 24 “to protect and manage critical watersheds, sustain and con
serve fadama land resources, improve the management of surface and ground water re-
sources, and protect biodiversity in the Niger and Benue river basins’ are absolutely wor-
thy, but the paper should persuasively show how the poor will be among their principal
recipients.

| hope you and your colleagues find these comments helpful. Thank you for sharing the
brief.

Sincerdly,

Michagl M Horowitz, PhD
Director

(Distinguished Professor of Anthropology

State University of New York at Binghamton)

B. Task Team’s Responseto STAP Technical Roster Review

The main points raised by the STAP Reviewer mostly deal with socia and equity issues,

as well as the linkages between the poverty and ecosystem degradation; these issues are
broadly summarized and addressed bellow:
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Issue 1. Asalready learned from the experience of the First National Fadama Develop-
ment Project (NFDP - funded by IDA), the potentia degradation of the floodplains and in
particular the loss of biodiversity is attributed in a large measure to the impact of dam
construction and dam management on the sustainability productivity of floodplainsin
semiarid environments.

Response. Firdt, it isimportant to note that neither the first National Fadama Develop-
ment Project nor Fadama Il involve dam construction or management. Moreover, the
project addresses for the first time the fundamental issues of integrated management of
riparian floodplains, which were never part of the various program for the economic de-
velopment of fadama areas. While THE FIRST NATIONAL FADAMA
DEVELOPMENT PROJECT focused mainly on providing basic irrigation technology to
improve yields and incomes of fadama farmers, the GEF contribution within Fadama I
will in fact undertake a study to understand the impact of upstream reservoir management
on river flow regime and on fadama areas (both in terms of ecological impact and land
productivity. The study will be conducted in the Koto Karfe & Ajasse-1po area, at the
confluence of the Niger and Benuerivers. The study results will serve non only to pro-
vide some basic system behavior information, but aso will inform the process of devel-
oping a coordination mechanism at wetershed level.

Issue 2. How project benefits will be equitably distributed (Who will benefit and how)?
“The document needs to explain how project benefits will be equitably distributed, rather
than being captured by the already advantaged minorities...” communities will be em:
powered to take control of the management of these sites' needs to be modified to ask
who in the community will take control and for whose benefit”

Response. The project has adopted a fundamentally different approach from THE FIRST
NATIONAL FADAMA DEVELOPMENT PROJECT and other government programs,
whereby a transparent and inclusive Community Driven Development (CDD) process
will enable project benefits to flow to the various fadama users, with a particular focus on
the most vulnerable among them. This process is supported through a significant capacity
building and awareness raising component (close to US$ 20 million) through which
communities will have access to resources to enable them to come together through a
genuine participatory process as Fadama Users Associations (FUAS), to develop Local
Development Plans (LDP) that needs to be agreed by all magjor stakeholder groups. Col-
lectively, the community will make a decision about activities, inclusiveness and benefits.
In addition, communities will have access to “ conflict resolution” resources and will need
to demonstrated that the FUAs and LDPs are both transparent, and inclusive. Further-
more, in addition to mitigating project activity impacts (in the project sites) through an
Environment Management Plan (EM P)—consistent with Bank safeguard policies—the
GEF contribution will provide an overlay of support to ensure that individual LDPs ad-
dress land and ecosystem degradation issues, and that cumulatively, at the watershed
level, an integrated approach to land water management is promoted through pilot activi-
ties, ingtitutional strengthening, and capacity building at the community, state, and fed-
eral levels.
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Issue 3. How will indigenous and local knowledge be utilized for Sustainable Land
Management?

Response: The capacity building and LDP development components of the project are
designed in such away as to ensure that the preservation and maintenance of indigenous
and local communities’ knowledge, innovation, and practices relevant to land degradation
and critical ecosystem management are fully integrated into fadama development activi-
ties. In thisregard, the GEF contribution will be significant, and will enable locally
proven sustainable land use and agricultura practices to be eligible for financing and im-
plementation.

Issue4. The Project brief doesidentify which of the land-use practices is unsustainable
and over-exploitative of retural resources. “All too often, the claim of ‘ unsustainability’
isleveled at ‘traditional’ practices of farmers and herders, particularly the traditional nor
privatization of productive resources. Yet many of us who have done intensive field-
research in the sahelian and sudanic regions of West Africa have concluded that ‘ open
access to productive resources is both socially and environmentally sound.”

Response. The GEF funded strategic baseline studies and the various training toolkits to
be developed under the project will take this very important point into account, and will
ensure that al relevant available knowledge about the issue is taken on board. In addi-
tion, the project will tap into global experience in the area of sustainable land practices.

Issue 5. The need to differentiate among the causes and costs of the different ecological
problems stemming from over-exploitation of resources, poor irrigation practices, over-
grazing and deforestation. “For example, the document notes that “withan increasing
pressure from farmers, pastoralists and fishermen, the impact on the ecology of fadama
areas has been dramatic.” Thisistoo general aclaim, for it doesn’t differentiate com-
mercial from subsistence and near subsistence producers. What are the different social,
environmental, and economic implications, for example, of floodplain production of sor-
ghum for local consumption and floodplain production of cotton for export?’

Response. Indeed thisis an important issue, and the project brief will further clarify the
fact that the project combines three main elements in order to contribute to a better un-
derstanding the differentiated cause and impacts of degradations: (i) the use of baseline
studies and remote sensing data to generate basic knowledge not previously available on
the patterns of land use and degradation at a watershed scale; (ii) the development of a
framework that would allow LDPs, and ecologically fragile fadama areas to adopt im-
proved practices targeted to site specific problems (riverine protection, cropping systems,
water management, soil conservation, etc.); and (iii) the strengthening of natural resource
management ingtitutions to enable them to incorporate principles of strategic environ-
mental assessment into a framework for watershed planning and management, as well as
monitoring and evaluation, thus laying the foundation for an improved knowledge base.

Issue 6. Nature and causes of conflicts over fadama resources, and how they are linked
to ecosystem degradation. The implication is, for example, that open-access to range-
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lands is considered not sustainable. If thisis associated with privatization, what will hap-
pen (@) to those small producers (herders and cultivators) who do not receive adequate
lands, and (b) to those whose lands cease to be productive because of drought?’

Response. The community-driven approach adopted in the project should help mitigate
this issue, because at the heart of the process of Fadama User Association and Loca De-
velopment Planning are totally new mechanisms not available during THE FIRST
NATIONAL FADAMA DEVELOPMENT PROJECT, dealing with conflict resolution
among different resource users, livelihood restitution (in case of potential restriction of
access to resources for public good reasons), and the interaction between communities
and state level planners, to ensure that socially optimum solutions are agreed upon.
Clearly, many risks related to such issues as elite capture, equity, and long-term sustain-
ability would still remain a challenge to completely mitigate. Furthermore, and unlike
previous projects, the contribution of GEF in Fadamal ll is key in that for the first time an
integrated watershed ecosystem approach is introduced in fadama areas, both at the com-
munity level when conflicts and vetted and resolved and grants for ecological services are
decided upon, and at the state level, where the main NRM agencies (water, forestry, and
agriculture) will be adopting a watershed planning framework through a governance
structure that includes local governments and community representation.

Issue 7. Animportant and recurrent theme in the STAP Review relates to the need for
the project to: (i) take into account the fact that the various fadama user groups are inter-
nally differentiated socially and economically, and (ii) to demonstrate that credible
mechanisms will be put in place to ensure that the poor and the less privileged among
these groups are not made worse off.

Response. Thisissueisclearly at the heart of the design of Fadama Il which moved from
an initiad “top-down” design where Agriculture Development Projects (ADPs) were go-
ing to play a central role on deciding what communities need and what resource they
would get, to a “bottomup” design, with communities in the “driver’s seat” and having
access to a significant amount of resources ($20 million capacity building component) to
enable a genuine process of social mobilization to drive the alocation of project benefits.
Thisis considered a key development outcome of the project, and its achievement is an
absolute necessity.
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Nigeria Map with Fadama Areas and GEF Intervention Sites
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