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1. Key development issues and rationale for Bank involvement 
 

Despite Nigeria being the leading oil producer in Africa, approximately 70 million of its 
population of 130 million live on less than one dollar a day.  Poverty in Nigeria is concentrated 
in rural areas, which is home to more than 70 percent of the nation’s poor. With abundant land 
and water resources, Nigeria’s agricultural sector has a high potential for growth, but this 
potential is not being realized.  Productivity is low and stagnant.  Farming systems, which are 
mostly small in scale, are still predominantly subsistence-based and for the most part depend on 
the vagaries of the weather.  Most farmers produce mainly food crops using traditional extensive 
cultivation methods, while commercial agriculture, based on modern technologies and purchased 
inputs, remains underdeveloped 

 The recently approved (June 2005) Country Partnership Strategy, involving DFID and the 
World Bank, underscore the importance of the proposed Project.  It recognizes that for bringing 
benefits to the poor and the broader economy, a turn-around in agricultural productivity will be 
necessary in Nigeria.  This is because greater productivity can generate higher incomes for the 
rural poor, reduce the cost of consumption for the urban poor, stimulate industrialization through 
reducing the cost of raw materials and/or increasing export-led growth.  One (out of two 
initiatives at sub-national levels) that the CPS has identified is investments in agriculture through 
the Fadama Project.    

 The proposed Project supports the Government’s strategic objective of modernization of the 
agricultural sector as principal source of diversification away from the heavy dependence on the 
oil economy and reduction of rural poverty.  The Project is expected to contribute to the 
realization of three strategic objectives laid out in the National Economic Empowerment and 
Development Strategy (NEEDS) adopted in 2004:  (a) Technical change through increasing 
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investment to strengthen agricultural research organizations, improving the quantity and quality 
of private sector-led, demand-driven technology transfer services, and improving the policy 
environment; (b) Improving connectivity through increasing investments in value-adding 
infrastructure (including rural roads) so as to significantly improve the links between rural 
producers and rural/urban consumers; and (c) Better water management by working to unlock 
the potential productivity growth offered by more complete, rational, and effective management 
and use of Nigeria’s water resources, especially for irrigation.  The project will also contribute to 
the achievement of the key performance targets set in the NEEDS for the agricultural sector 
during the life of the Project, namely:  (i) agricultural growth rate of at least 6 percent; (ii) raise 
the value of agricultural exports to at least $3 billion; (iii) reduce food imports from 14.5 percent 
to at least 5 percent; (iv) foster private sector participation through incentive schemes; and (v) 
realize sustainable management of agricultural land. 

 
Rationale for follow-on project: 

 The Bank, in line with its commitment to poverty reduction and the MDGs, needs to support 
initiatives which would permit the rural poor of Nigeria to access improved productive 
infrastructure, capital assets and appropriate financial services.  The strategy of the ongoing 
Fadama II Project is focused on participatory and socially-inclusive development, through which 
Nigeria’s rural poor have been able to access grant and matching grant resources through the 
FCAs’ local development plans (LDPs).  However, in providing access to matching grant and 
social infrastructure, Fadama II achievements represent only a very small portion of the needs of 
the poor in Nigeria, especially since only 12 of the 37 states of the country are covered.  It should 
be noted also that while several poor rural households have benefited, these community-based 
initiatives (notably through the infrastructure and asset acquisition components) have not been 
enough to make a significant dent on rural poverty.  The proposed Fadama III Project will 
expand coverage to include the remaining 19 states and support more diversified farm and non-
farm income-generating activities in order to have a broader pro-poor impact.  It will also seek to 
replicate the successful experience with the infrastructure and asset acquisition components.  
Similarly, the lessons learned in Fadama II will be used to improve the interventions in capacity 
building support and the delivery of advisory services to the fadama clients.  Fadama III will 
build upon and anchor more deeply the successful initiatives of social capital building and 
economic empowerment already being promoted under the ongoing Fadama II Project by 
drawing fully upon Nigeria’s vast resource of small-scale farmers, fishers, herders and other 
fadama user groups to develop diversified production systems with forward and backward 
linkages to domestic and external markets and agro-processors. 

 The key Fadama II lessons learned and reflected in the design of the proposed operation 
include: (a) the CDD approach -- as an effective tool for moving resources directly to the 
organized and legally-constituted community groups to use for their own development and for 
community-level development planning; (b) socially-inclusive and participatory development 
planning – that enhances group cohesion and reduces resource-access based conflicts; (c) good 
quality facilitation support -- essential for real empowerment of community organizations and for 
successful implementation of the CDD approach; (d) a robust monitoring and evaluation system 
-- which is indispensable for impact measurement and performance monitoring; and (e) a 



mechanism to ensure integrity of funds flow at the community level -- essential for 
accountability and for avoidance of potential elite capture and/or abuse. 
 
2. Proposed objective(s) 
 

The proposed Fadama III Project is a follow-on to Fadama II Project.  It is expected that the 
Project will cover the remaining 19 states in Nigeria and the eligible states currently 
implementing the Fadama II Project.  The development objective remains to sustainably increase 
the incomes of farmers and other economic interest groups through a more diversified 
agricultural development program, including fadama users—those who derive their livelihood 
through direct or indirect exploitation of the resources in the fadama aquifers found in Nigeria’s 
major river systems as well as surface water irrigation perimeters.  This is to be achieved through 
an integrated approach including provision of financial services, and grants for small-scale 
productive/economic infrastructure subprojects, training and skills development and increased 
diversification of agriculture.  A second important objective is reduction of natural resources 
access-based conflict, focusing on scarce land and water resources for fadama development.  
This will be pursued through the Local Development Planning (LDP) tool and other innovations 
to enhance inclusiveness, such as, better integration of individual private sector-oriented 
initiatives and social investments within the CDD harmonization policy framework, and 
vulnerable and other disadvantaged groups.  

 
3. Preliminary description 
 

Project Components: The Project will be implemented over a five-year period, from January 
2008 to June 2012.  It will be completed by June 2012 and closed by December 31, 2012.  The 
Project is anchored on the Community-Driven Development (CDD) approach, as is being 
implemented under the ongoing Fadama II Project.  The areas in which investments are 
proposed, namely, empowering communities (with financial resources, expanding their 
knowledge-base and strengthening their organizations), promoting private enterprise to foster 
growth of the non-oil sector and enhance governance and organizational capacities of local 
governments and coordinated and transparent delivery of public services at the local level are 
priority areas identified in the Country Partnership Strategy (CPS).  Detailed project components 
will be finalized during the preparation phase, as they depend on further studies still to be 
completed.  However, based on discussions held during the identification and stakeholder 
consultations workshop in Abuja in December 2005, the proposed Project comprises the 
following components. 

 Component 1.  Capacity Building and Advisory Services (CBAS): This component will 
include: (i) forming and supporting economic interest groups (EIGs)/Fadama User Groups 
(FUGs) and the apex Fadama Community Associations (FCAs); (ii) developing the technical 
capacity of vulnerable and disadvantaged groups to engage equally in social, economic and 
democratic life; (iii) strengthening and supporting capacity building of facilitators, service 
providers, including ADPs, participating LGCs, NGOs and  community-level organizations both 
to improve their ability to deliver services to the community (including the introduction of 
accountability mechanisms, such as, social audits, participatory budgeting and service delivery 
report/score cards) and to work as change agents; (iv) strengthening the capacity of FUGs/FCAs 



to plan, implement and manage participatory and inclusive LDPs; this will include funds to cover 
the costs of services for developing and managing the implementation of community subprojects; 
(v) providing appropriate organizational development and advisory services support to empower 
beneficiary-organizations to adopt more productive and profitable production systems and 
increase the marketability of their surplus production; (vi) providing information and technical 
assistance to facilitate the export of agro-pastoral products, including those aimed at niche 
markets; (vii) technical assistance support to the Local Fadama Development Committee and the 
Fadama Desk Office to enhance the local review and approval function; and (viii) reorientation 
of state and local government level service providers to work with a client-and demand-driven 
approach.  In addition, the Project will support measures and investments to strengthen the 
institutional infrastructure and enabling environment for diversification and trade facilitation.  
The strategy on advisory services is to make such services more demand-driven and 
client/farmer-responsive, and also to establish partnership between public, private, NGOs and 
farmers’/EIGs’ organizations.  Funding would be on the basis of a 90 percent grant from the 
Project and beneficaries’cash or in-kind counterpart contributions equivalent to 10 percent of the 
total costs, and within the framework of the LDP. 
 

Component 2.  Small-Scale Community-owned Infrastructure (SCI): Grant resources 
will be transferred to the beneficiary-communities to be used to co-finance priority demand-
driven community-owned productive infrastructure investments of the public good type, and 
complimentary services identified in the LDPs, based on cost-sharing principles.  These will 
include:  (a) rehabilitation and/or construction of roads, culvets and small bridges; (b) 
infrastructure for sustainable natural resources management, including improved conservation of 
soils and agronomic practices, and water harvesting techniques; and (c) cross-FCA 
infrastructure, particularly stock routes, pastures and watering points.  In addition, funds will be 
provided to cover the costs of the detailed design of the infrastructure subprojects, estimation of 
subproject costs, environmental and social impact analysis and analysis to show technical and 
financial viability of the subproject.  This component would not finance assets which are used in 
profitable income-generating activities and included in the positive list of the Asset Acquisition 
component.  A positive list of infrastructure eligible for funding under this component will be 
developed and agreed during the project preparation process.  Funding of the investments under 
this component would be mainly through grants (90 percent) and cash or in-kind counterpart 
contributions (of up to 10 percent) from the FCAs, based on an approach that encourages the 
community organizations to identify, design, share investment cost, execute and maintain both 
social and productive assets at the local level.  A detailed community-based operations and 
maintenance program or credible commitment to cash contributions to an O&M fund will be a 
prerequisite for assistance.  The main instrument to guide the implementation of this component 
would be an Infrastructure Operational Manual (IOM). This would be prepared during the 
Appraisal Mission.  The IOM would inter alia:  (i) list the activities and type of infrastructure 
eligible to be supported; (ii) define eligibility criteria for an FUG, EIG and FCA participation; 
(iii) specify design criteria, technical specifications, cost/benefit analysis, timeframe for 
implementation and complexity of the infrastructure subproject; (iv) define eligibility criteria and 
level of contributions to funding of cross-LDP/FCA-type infrastructure; (v) specify procurement 
and reporting requirements; (vi) specify criteria to be met for satisfactory social-inclusiveness; 
(vii) guidelines to ensure linkage of eligible investment proposals with state, local and national 
priorities; (viii) specify the communications education and information dissemination program to 



put in place in order to strengthen the democratic and participatory features of the project; (ix) 
specify the operations and maintenance requirements; and (x) define the participatory 
supervision and monitoring process/requirements. 
 

Component 3.  Asset Acquisition: Building on the success of the Fadama II Project, this 
component will include a matching grant fund to facilitate access to the assets which the 
beneficiary and economically-active rural poor will require for their various income-generating 
activities.  While the use of matching grants to finance profitable productive investments can be 
considered as a second best approach in facilitating access to financing, it was chosen due to the 
poor performance of rural financial markets in Nigeria and the lack of smallholder-access to 
financial services.  The Project will finance demand-driven investment subprojects for 
production, such as, water lifting and distribution equipment, value-adding activities, such as:  
(a) agro-processing equipment/machinery; (b) equipment for smallholder fishing, livestock, dairy 
production and mixed farming); (c) irrigation and drainage infrastructure (e.g., wells, dams, 
ponds, surface water management systems); (d) improved storage, preservation and conservation 
infrastructure (e.g., improved handling, storage/preservation facilities, collection centers, etc.); 
and (e) other non-farm income-generation activities, through a matching grant system.  Grants 
will be provided to the FCAs based on up-front cash contributions of 20 percent of the total costs 
of the subproject, with the proposed project providing the remaining 80 percent.  Detailed 
description of this component—including specific items to be funded—will be finalized at the 
completion of the ongoing project-related study on the value chain process and linkages. 
 

Component 4.  Project Management and Institutional Arrangements: Overall project 
coordination will be carried out at the Federal level by a strengthened National Fadama 
Development Office (NFDO) of the PCU, as in Fadama II.  The National Fadama Technical 
Committee (NFTC), which is a sub-committee of the Federal Agricultural Development Program 
Executive Committee (FADPEC), will be responsible for project oversight, overall policy 
guidance, strategic direction and review and approval of the annual work program and budget of 
the NFDO.  State-level coordination will be carried out by the State Fadama Development Office 
(SFDO) of the 19 participating states (plus eligible Fadama II states), while the oversight and 
policy and strategic orientation functions will be performed by the State Fadama Technical 
Committee (SFDC), which is a sub-committee of the Agricultural Development Project 
Executive Committee (ADPEC).  The local level structures for review and approval process 
under Fadama II, namely, the Local Fadama Development Committee (LFDC) and its 
Secretariat, and the Local Fadama Desk Office, will remain with the possibility of expansion in 
scope and content as may be required by the design features of the proposed operation.  
Similarly, the financial architecture and the M&E system for Fadama II will be improved and 
adopted for the proposed Project.  This component will include provisions for: (i) at the central 
level, administration activities for overall project implementation coordination by the NFDO and 
local-level implementation coordination by the SFDOs (including incremental operating costs 
and implementation of a financial management system); (ii) monitoring and evaluation and 
learning processes (including establishment and operations of  a Management Information 
System-MIS); (iii) quality control and contract management (supervision of Facilitators and 
Desk Officers, TA to the LFDC and monitoring contracts to third parties); (iv) carrying out 
project-related studies; (v) building and strengthening of partnerships with service providers; and 
(vi) communication and information dissemination.  Under Fadama II, it took a longer time than 



envisaged to equip the local implementation agencies and agents to effectively perform the 
above-mentioned implementation coordination functions.  Therefore, the capacity building 
support for implementation readiness would begin during the project preparation phase.  In this 
regard, the existence of an SFDO, with staffing satisfactory to the Bank, would be a State-
eligibility condition to be agreed before appraisal. 
 
4. Safeguard policies that might apply 
[Guideline:  Refer to section 5 of the PCN.  Which safeguard policies might apply to the project 
and in what ways?  What actions might be needed during project preparation to assess 
safeguard issues and prepare to mitigate them?] 

Like Fadama II, the following could result from fadama expansion:  (a) conflict between 
economic interest groups (farmers/pastoralists/fishermen) competing for access to limited water 
and land resources; (b) conflicts that may arise from riparian rights; (c) possible depletion of the 
underground water resources, and, therefore, the need for continuous monitoring of the recharge 
characteristics of aquifers; and (d) land/soil erosion and possible soil, water and air pollution 
resulting from agro-processing.  All of the borrower’s safeguards instruments (ESIA, ESMF, 
PMP, and RPF) will be based on review and adaptation of Fadama II documents to suit the 
proposed Fadama III Project, taking into consideration the new states and institutional 
arrangements. 

 
5. Tentative financing 
 
Source: ($m.) 
BORROWER/RECIPIENT 0 
INTERNATIONAL DEVELOPMENT ASSOCIATION 200 
 Total 200 
 

6. Contact point 
 
Team Leader: 
 
Simeon Kacou Ehui 
Title: Lead Economist 
Dept/Div: AFTS3 (06572)
Work Phone: 5359+279 / 234-9-314-5269 
Location: Abuja, Nigeria (IBRD)  
Room Number: 1-130 
Mail Stop: NXOWB E-mail: sehui@worldbank.org


