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1. Introduction

1.1 On July 24, 2008 the Boards of Directors in Resolution B/BD/2008/14 Rev.1 –
F/BD/2008/09/Rev. 1, approved the Africa Food Crisis Response (AFCR). The
AFCR provides the framework for accelerated support to Regional Member
Countries (RMC) affected by increased food prices. The Boards of Directors also
approved on 8 August 2008, by Resolution ADF/BD/WP/2008/64/Add.2 –
ADB/BD/WP/2008/113/Add.2, the indicative list of non agriculture projects to be
considered for restructuring, including those for Ethiopia.

1.2 The Government of the Federal Democratic Republic of Ethiopia (GOE) has
accepted the Bank’s proposed short term measures to address the current food
crisis affecting its Regional Member Countries. Subsequently, the GOE has
submitted to the Bank a request for restructuring fourteen (14) Bank projects in
Ethiopia and to make available a total amount of UA 39,680,001 to purchase
fertilizers and boost crop production in the country. However, resources amounting
to UA 11,350,000 from two Social sector Projects (Education III and Primary Health
Care Projects) will only be disbursed when outstanding audit issues are resolved by
the Borrower.

1.3 The lists of projects earmarked for revision of list of goods and services
(LOGS) and those for restructuring and the amounts projected to be released
towards the AFCR are shown in Annexes 1a and 1b respectively. The fourteen
projects are divided up into 2 batches: Batch A (1 project) are agriculture projects
which include crop production components and Batch B (13 projects) are non-
agriculture projects whose released resources will be used to mitigate the impact of
rising food prices. The purpose of this memorandum is to seek the Board’s
consideration of the proposed use of the resources as indicated herein, including the
procurement and implementation arrangements outlined herewith.

2. Project Background

2.1 Brief Description

The projects selected for the restructuring exercise are: (i) Awash River Flood
Control; (ii) Rural Financial Intermediation Support Project; (iii) Institutional Support
Project to women's Affair Office; (iv) Agriculture Sector Support Project; (v) Genale
Dawa river Basin Integrated Development Master Plan Study; (vi) National Livestock
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Development Project; (vii) Rural Electrification Project I; (viii) Privatization Technical
Assistance Project; (ix) Fisheries Resources Development Study; (x) Livestock
Development Master Plan Study; (xi) Ministry of Finance and Economic
Development Capacity Building Project; (xii) Wacha-Maji Road Upgrading
Project;(xiii) Education III Project; (xiv) Primary Health Care Project. Brief
descriptions of these projects have been provided in Annex 2.

2.2 Implementation Status of the Projects

The projects involved have been carefully evaluated ensuring that the
reallocation of these resources will not affect the attainment of the initial objectives of
these projects. To that end, only projects with either substantial savings upon
completion, earmarked for cancellation or with un-disbursed balances which will not
be required by the project’s closing dates have been selected for this food crisis
initiative. In a few cases, select project activities will be accomplished with lesser
budget than estimated at appraisal. (See Annex 2)

2.3 Implementation Arrangements

The resources that will be freed from the project funds will be pooled together
and will be managed by the Ministry of Agriculture and Rural Development, the
Executing Agency. The Marketing Department of the Ministry of Agriculture and
Rural Development (MOARD) is responsible for fertilizer procurement, as well as
other agricultural inputs. Fertilizer distribution is done through the network of the
Agricultural Input Supply Agency (AISA) and Farmers Unions. The Ministry through
the Zonal extension agencies in the field will oversee food production on the ground.
The actual food production will be handled at the individual farmer’s level.

3. Environmental Safeguards

There has been a significant increase in adoption of fertilizer package in
Ethiopia during the last five crop seasons. However, absolute figures of chemical
fertilizer application per hectare are still very low compared to most other countries.
Government assures that the issue of environmental impact is not a major concern in
the country given the low level of adoption and best practices developed over the
years. The extension service will also make all efforts in terms of providing
appropriate advice to the farmers as a means of safeguarding the environment. As a
result, any environmental hazards that might occur can be mitigated with existing
measures already in place. However, the Bank will continue to monitor the process
in line with its applicable environmental guidelines.

4. Modalities of Procurement

The fertilizers will be procured by the Marketing Department of the Ministry of
Agriculture and Rural Development through the following options: (i) Given the large
amounts involved and in order to speed up the process, procurement shall be
through International Competitive Bidding (ICB) with prior Bank review and a bidding
period of 28 days. The bid validity period will be the accepted commercial period for
fertilizers which is currently between seven (7) to fourteen (14) days. (ii) The Bank
will accept a bidding process based on procedures of the World Bank and other UN
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agencies. Parallel to the Bank Group’s support, the World Bank is also negotiating a
restructuring programme that will avail Ethiopia up to USD 200 million for fertilizer
procurement. Consequently the Bank will accept any procurement arrangements
agreed between the World Bank and the Ethiopian authorities in this respect. (iii)
Also, the Bank will allow direct purchase from an eligible supplier following a
competitive process under the rules of an MDB or UN agency or other co-financier.

5. Financing Instrument and Conditions for disbursements

5.1 Financing Instrument

These projects have been financed through ADF Loans and Grants. The
underlying agreements will continue to govern insofar as the original projects are
concerned but a Letter of Agreement will be signed by the Bank and the Government
that sets out the component to be financed by the reallocated amounts and the
obligations of the Government with respect to the receipt and use of such amounts.
With respect to any loans provided for these projects (as opposed to grants) the
repayment terms will not change.

5.2 Conditions for disbursements

5.2.1 The Government will communicate the details of the bank account into which
the resources will be pooled and the signatories to the account.

5.2.2 Disbursement of resources will be effected upon receipt of the disbursement
request from the Government. The request will be accompanied by the following
documents: (i) form A1 (Disbursement Request Form) and form A3 (Used with form
A1 to obtain initial advance or replenishment of the special account); and (ii) the
work program to justify the use of resources. Following the approval of the work
program, the initial disbursement of UA 28,330,001 will be made in one tranche into
the designated account opened by the Ministry of Agriculture and Rural
Development. The funds from the two social sector projects amounting to UA
11,350,000, however, will be disbursed only after the outstanding audit issues have
been resolved.

5.2.3 At the end of the fiscal year, the use of the pooled resources will be
specifically audited by an independent auditor and the reports will be communicated
to the Bank for review.

6. Conclusion and recommendation

The revision of lists of goods and services for one (1) Batch A and the
restructuring of thirteen (13) Batch B projects will make available UA 39,680,001
which will be used to purchase agricultural inputs to help boost crop production and
contribute to alleviate the effects of the food crisis in Ethiopia. In view of the Boards
of Directors Resolution B/BD/2008/14/Rev.1–F/BD/2008/09/Rev.1 approving the
AFCR and Resolution ADF/BD/WP/2008/64/Add.2 – ADB/BD/WP/2008/113/Add.2,
of 8 August 2008, approving the indicative list of non agriculture projects considered
for restructuring, management invites the Boards of Directors to consider the
proposal contained herein for the use of the resources, including the implementation
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and procurement arrangements as proposed above. However, resources from the
two Social Sector Projects amounting to UA 11,350,000 which have audit issues will
only be disbursed when these issues are resolved by the Borrower.
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Annex 1a (Batch A)

No. Project Name

ADF Loan

(in UA)

ADF Grant

(in UA)

Date

Approved

Closing

Date

Amt

Disbursed (in

UA)

Undisbursed

Amt (in UA)

Amt allocated

to Food

Crisis

Initiative (in

UA)

1 Agriculture Sector Support Project 21,240,000 05/11/2003 31/12/2010 5,099,503.29 16,140,496.71 1,000,000
Agriculture Sector Support Project - 17,761,200 05/11/2003 31/12/2010 2,520,243 15,240,957 2,000,000

Total Allocation to Food Crisis Initiative (in UA) 3,000,000

AFRICAN DEVELOPMENT BANK

RESOURCES FOR THE FOOD CRISIS INITIATIVE

FROM BANK PROJECTS IN ETHIOPIA

OCTOBER 2008
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Annex 1b (Batch B)

No. Project Name

ADF Loan

(in UA)

ADF Grant

(in UA)

Date

Approved

Closing

Date

Amt

Disbursed

(in UA)

Undisbursed

Amt (in UA)

Amt allocated

to Food Crisis

Initiative (in

UA)

1 Awash River Flood Control Study - 1,830,000 21/07/2003 31/12/2008 1,488,830 341,170 200,000
2 Rural Financial Intermediation Support Project - 8,000,000 16/07/2003 31/12/2009 1,082,080 6,917,920 4,000,000

3 Institutional Support Project to women's Affair Office - 1,060,000 12/05/2004 31/12/2008 633,706 426,294 400,000

4

Genale Dawa river Basin Integrated Development Master

Plan Study - 3,930,000 27/09/2001 30/12/2008 2,780,000 1,150,000 850,000
5 National Livestock Development Project 27,000,000 10/09/1998 30/06/2007 14,488,272 11,910,001 11,910,001
6 Rural Electrification Project I 37,670,000 17/12/2001 31/12/2008 25,867,964 11,802,036 4,900,000
7 Privatization Technical Assistance Project - 3,000,000 8/11/2000 31/12/2008 1,905,252 1,094,748 1,000,000
8 Fisheries Resources Development Study** - 920,000 08/12/2004 31/12/2008 13,471.58 906,528 920,000
9 Livestock Development Master Plan Study - 2,340,000 08/10/2003 31/12/2008 650,418 1,689,582 700,000

10

Ministry of Finance and Economic Development

Capacity Building Project - 519,171 5/12/2001 31/12/2007 278,818.62 240,352 200,000
11 Wacha-Maji Road Upgrading Project - 990,000 11/6/2003 31/03/2010 442,106 547,894 250,000
12 Education III Project 32,000,000 10/9/1998 31/12/2008 22,631,152 9,368,848 9,000,000

Education III Project 300,000 10/9/1998 31/12/2008 140,000.00 160,000 150,000
13 Primary Health Care Project 29,670,000 26/11/1998 30/06/2009 16,995,468 12,674,532 2,200,000

Total Allocation to Food Crisis Initiative (in UA) 36,680,001

AFRICAN DEVELOPMENT BANK

RESOURCES FOR THE FOOD CRISIS INITIATIVE

FROM BANK PROJECTS IN ETHIOPIA

OCTOBER 2008



ANNEX 2

Brief Description of Selected Projects

Awash River Flood Control Study – (ADF/BD/WP/2003/62)

The overall objective of the study is to provide information for a better understanding of the
development challenges in the Awash River Basin area. The specific objectives of the study are to: (i)
generate data and information for the analysis of the technical, social, and economic issues important
to the formulation and implementation of effective and sustainable flood control and watershed
management projects in the Awash Basin; ii) provide proposals to focus development direction and
thrust in the basin; and (iii) prepare at least two viable projects to address the problems of flooding,
watershed management, and agricultural production for future financing. The study has three main
components: 1) flood control; 2) watershed management; and 3) socio-economic studies.

The study has been satisfactorily completed in June 2008 and the final feasibility study report of four
projects has been submitted. The grant closing date is 31 December 2008 and as of July 2008, the
cumulative disbursement is UA 1.49 million, which is about 81.4 %. The undisbursed balance is
currently UA 341,170.33. This constitutes a saving from the Grant and the GoE has proposed that UA
200,000 should to be utilized for the purchase of fertilizer.

Institutional Support Project to Women’s Affairs Office – (ADF/BD/WP/2004/29)

The overall goal of the project is to contribute to increasing Government’s capacity to achieve gender
related MDG targets. The specific objective of the project is to establish greater local institutional and
human capacity of the Ministry of Women Affairs, Women’s Affairs Department in the Ministry of
Finance and Economic Development and selected regional women’s affairs offices to design and
implement gender sensitive policy and development planning interventions.

The undisbursed balance is UA 426,293.10. Civil works and the procurement of equipment and
furniture are almost completed and the implementation of training and studies has been taken into
account when determining the amount to reallocate. The proposed training and sensitisation activities
will be undertaken in collaboration with staff from the regions of Amhara, Tigray, SNNPR, Oromiya,
and Afar. Although project activities will be carried out with a smaller budget than estimated at
appraisal, the project objectives would still be achieved.

Agricultural Sector Support Project – (ADF/BD/WP/2003/136)

The overall sector goal is to contribute towards poverty reduction in Ethiopia. The objective of the
project is to improve rural livelihoods and food security among the drought-prone and vulnerable food
insecure population, through the promotion of SSI and RWH and environmental conservation and
capacity development for all stakeholders.

The Bank Mid Term Review mission is in the process of finalizing the report in which revision of list of
goods and services (LOGS) is considered as agreed with the government. In the proposal for food
crisis, GOE has included the reallocation of UA 1 million from the loan and UA 2 million from the
grant. Although project activities will be carried out with a smaller budget than estimated at appraisal,
the project objectives would still be achieved. Therefore, the Bank will have no objection for the
reallocation of the above mentioned funds to the purchase fertilizer under the food crisis initiative.

Genale Dawa River Basin Integrated Development Master Plan Study – (ADF/BD/WP/2001/104)

The overall sector goal is to contribute to the reduction of poverty and the improvement of the welfare
of the rural populations. The specific objectives of the study are to: (i) prepare a master plan which
would contribute to the sustainable development and poverty reduction in the Genale Dawa river
basin and which makes optimum use of all natural, physical, human and animal resources with the
minimum possible adverse environmental impact; and, (ii) preparation of three projects for future
financing.
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The TAF grant amounts to UA 3.93 million, representing about 93.5% of total study costs. It will cover
the fees of the consultant team, travel expenses, equipment, expenses for stakeholders’ workshops,
costs of base maps, hydro-geological studies, part of the running costs and contingencies relating to
these costs. Up to 31 July 2008, the cumulative disbursement has reached to UA 2.78 million, which
is about 70.1 %. From the remaining grant, UA 0.30 million is committed to complete the ongoing
contractual work to complete the feasibility studies of the two remaining projects. This leaves savings
of about UA 0.85 million available for re-allocation to the food crisis. The savings came about as a
result of the efficient manner in which the study was implemented and budget managed. The use of
the loan savings will therefore not affect the development objectives of the study.

Wacha- Maji Road Upgrading Project – (ADF/BD/WP/2003/36)

The objective of the project is to improve the accessibility and mobility of the population in the project
zone of influence to market and social and economic facilities through construction of all weather
engineered road with intermittent paved sections on steep gradients. The project’s financing package
consists of a loan of UA 22.71 million and a grant of UA 0.99 million.

The technical assistance component is under implementation and progressing well. Of the approved
amount UA 0.99 million, UA 0.44 million is disbursed, leaving a balance of UA 0.55 million. However,
part of the un-disbursed balance on the TA component, UA 0.25 million will not be required and hence
Government has decided to reallocate this amount to the food crisis initiative. The reallocation will not
affect the project objectives and would provide an immediate benefit to the economy. There are no
cost overruns anticipated on the ongoing TA contract.

National Livestock Development Project – (ADF/EC/BD/WP/98/78)

The objective of the project is to achieve sustainable increases in household income and greater food
security in the small holder livestock industry. The project has four components: (i) Livestock
production; (ii) Animal health; (iii) Feeds and nutrition; (iv) Program management. The project is
implemented nation-wide.

This project is completed with PCR scheduled for the first quarter of 2009. The balance of UA 11.91
million which has not been utilized will be channeled to food production under the food crisis initiative.

Rural Electrification Project I – (ADF/BD/WP/2001/157)

The objective of the project is to extend the national electricity grid to supply electricity to rural
woredas towards promoting socio economic development of the rural areas.

The project envisages the electrification of 36 rural towns using 33 kV primary distribution supply
system. It includes extension works at 18 existing substations to accommodate nine 132/33 kV 12
MVA transformers and nine 66/33 kV 6.3 MVA transformers. Further, the project also includes the
construction and installation of 33 kV lines, 33/0.4 kV transformers, low voltage service lines, meters,
and street lights. The replacement of diesel generator at one of the towns is envisaged by installing
33/15 kV transformer in order to make the use of the existing 15 kv network. The scope of the project
covers the design, procurement, construction, installation, and commissioning the substations,
primary distribution network, distribution transformers, service lines.

The project realized a substantial saving and Bank approved the Government’s request to procure
additional distributional materials from these savings. The utilization of savings was to enable
EELPCO electrify 18 additional towns. The release of UA 4.90 million will not affect the original goal of
the project for the following reasons: (i) the project achieved its original objectives in December 2007
but it was extended to fund additional towns within the same project area; (ii) the project will be closed
in December 2008 and it will not be extended further; and (iii) this will release amount of UA 4.90
million to be used in the purchase of fertilizers.
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Rural Financial Intermediation Support Project (RUFISP) – (ADF/BD/WP/2003/51)

RUFISP is part of the overall Rural Financial Intermediation Support Program, which is co-financed by
IFAD, ADF and the government. The overall objective of the project is to contribute to sustained
increases in incomes and assets of poor rural households, through the delivery of efficient demand-
driven financial services, responsive to their needs.

The ADF loan and grant, amounting to UA 35.17 million, is to finance a line of credit and capacity
building in the form of technical assistance, studies and training. UA 27.17 million for the line of credit
is in the form of an ADF loan, and UA 8 million for institutional development is in the form of grant.

Up to 31 July 2008, the cumulative disbursement of the loan component is UA 10,652,652.61 or
39.2% while the grant component has reached UA 1,082,080.00 or 13.2%. Following the May 2007
mission, the Bank agreed to proposals to undertake pilot trainings using local training providers for
both microfinance and cooperative components. Pilot training for the MFIs has been undertaken. For
cooperatives, it is still on-going. From the remaining grant, the government has requested for the
reallocation of UA 4 million for the proposed food crisis initiative.

Privatization Technical Assistance Project – (ADF/BD/WP/2000/157)

The objective of the project is to promote the development of a dynamic private sector through
privatization. The components of the project include the following: Transaction Support- preparation of
due diligence and privatization strategy; financial audits; financial restructuring; Institutional Support-
recruitment of international and local experts as technical assistance; public awareness programmes;
post privatization monitoring and impact analysis and Environmental audits.

The project will close in December 2008 and it had been decided that no further extension of the
closing date for this project would be granted in view of its age, and the fact that it was extended
twice. The balance was slated for cancellation, but Government decided that the uncommitted
balance of UA 1.00 million would be effectively utilized to mitigate the food crisis to generate an
immediate benefit to the country. The reallocation is not expected to affect the project’s original
objectives, as the World Bank’s Private Sector Capacity Building Project approved in 2006 includes a
significant privatization component. The World Bank operation is expected to reinforce the impact of
the outputs realized from the Bank’s intervention by providing continuity in the financing of some of
the on-going capacity building activities.

Fisheries Resources Development Study – (ADF/BD/WP/2004/144)

The specific objective of the study is to assess the fisheries resource potential of the country and
prepare a fisheries development plan, including feasibility report of a priority project for the
development of the sub-sector in a sustainable manner.

The government has decided not go ahead with this study but rather to channel the grant for food
production. The grant amount is UA 920,000. To-date UA13,472.58 has been disbursed but the
funds are still in the special account. The Government has proposed to the Bank to channel the total
grant amount of UA 920,000 to food production.

Livestock Development Master Plan Study – (ADF/BD/WP/2003/104)

The objective of the study is to prepare a comprehensive and integrated livestock development
master plan that will cover an investment period of 20 years and encompass dairy, meat, apiculture
and draft power sub-master plans. It will also prepare a prioritized list of potential investment
opportunities for both the public and private sector and a sector-wide programme comprising of
priority sub-projects for each sub-master plan for possible financing.

The TAF grant, amounting to UA 2.34 million, covers the fees of the consulting team, travel expenses,
equipment, expenses for stakeholders’ workshops, part of the running costs and contingencies
relating to these costs. Up to 31 July 2008, the cumulative disbursement totals UA 0.63 million, which
represents approximately 27.0 % of the approved amount.
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From the remaining grant, UA 1.01 million has been committed to cover the ongoing contractual work
involving completion of the preparation of phase II main master and sub-master plans and
implementation of phase III feasibility studies on priority projects. The remaining balance of UA 0.7
million is the net uncommitted amount (savings), which could be reallocated for the purchase of
fertilizer as proposed by government for the Food Crisis Initiative.

Ministry of Finance and Economic Development Capacity Building Project –
(ADF/BD/WP/2001/161)

The objective of the project is to strengthen the logistical support capacity in Federal Ministries that
coordinate development projects and build implementation capacity in the Regional Bureaus under
two project components: (a) human resource development and; (b) logistical support for the Federal
Ministries. The outputs of the project include local and external training; external study tours; and
purchase of office equipment.

The grant amount is UA 519,171.00. To-date UA 278,818.62 has been disbursed. Out of the
disbursed amount, US$ 82,238 is still in the special account for outstanding activities. The
Government and the Bank agreed to channel the un-disbursed balance of UA 200,000 to food
production.

Primary Health Care Project - ADF/BD/WP/98/153

The objective of the project is to improve access to and utilization of integrated, community-based
PHC services in Amhara, Oromia and SNNP regions. . the project would have, at completion, (i) total
of 105 primary health facilities rehabilitated in 3 Regions (ii) Two (2) in-service training facilities
rehabilitated (iii) Awarded 36 long-term and 70 short-term fellowships in the subject areas of health
planning, management, financing, epidemiology and disease control, statistics and accounting.

The Project was approved in 1998 for a period of 5 years. The loan amount is UA 29.670.000.00.
After 9 years the project achieved only UA 17.045.091.39 or 57.35% disbursement. The un-disbursed
amount is currently UA 12.674.532.10. The GOE has proposed that UA 2,200,000 of the un-
disbursed balance be utilized for the purchase of fertilizers. The funds will, however, be disbursed
only after the outstanding audit issues have been resolved by the Borrower.

Education III Project - ADF/EC/BD/WP/98/09

The principal project objectives are to expand access to and equity in primary education and to
improve the quality and efficiency of primary education provision. Verifiable indicators include: (i)
Increased GER and attendance rates; (ii) Decreased repetition rates and improved examination
performance; (iii) Increased transition rates to higher levels of education; (iv) Improvement in textbook
to pupil ratios and availability of other educational materials.

The Project consists of three components: 1) Development of Primary Education: construction,
renovation and upgrading of schools - a total of 770 primary schools will be included in this
component. 370 will be newly constructed, 200 will be upgraded from 4-year to 8-year schools and
200 will be renovated. This component will also include equipping and furnishing of the 770 schools.
2) Institutional Development: The Education Management Information System will be strengthened
and expanded. 3) Programme Management: The ESDP Secretariat will receive support in
management and coordination of the programme, including the ADF project.

The Project was approved in 1998. The closing date of the project is December 31, 2008. The project
is financed with loan amount is UA 32,000,000 and a grant of UA 300,000. After 9 years the project
achieved disbursement rates 70.7% and 46.7% for the loan and grant respectively. The un-disbursed
amount for the loan is currently UA 9.368,848 and UA 160,000 for the grant. Although project
activities will be carried out with a smaller budget than estimated at appraisal, the project objectives
would still be achieved. .From the remaining undisbursed balance, the Government has requested for
the reallocation of UA 9,150,000 to be utilized for the purchase of fertilizers. The funds will, however,
be disbursed only after the outstanding audit issues have been resolved by the Borrower.


