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1. INTRODUCTION

1. Inclusive Rural Economic and Climate Resilience (IRECR) Programme, the sixth IFAD
programme in Moldova was designed to be implemented during a 72-month period, starting from 25t
of August 2014 and completing 25t of August 2020.

2.  The present report has been elaborated by the IFAD Consolidated Programme Implementation
Unit in Republic of Moldova in accordance with the Financing Agreement IFAD Loan No:
2000000418; IFAD Grant No: 2000000443; GEF Grant No: 2000000452, DANIDA Grant No.
2000000703 (Programme Description and Implementation Arrangements (Schedule 1), the Allocation
Table (Schedule 2) and the Special Covenants (Schedule 3), and reflects the activities implemented
during the period January -December 2017.

1.1 Programme goal and objectives

3. The overall goal of IRECR is to enable the Target Population to raise their incomes and
strengthen their resilience to climate change.

4. The Programme has a national coverage with exception of the Climate Change Resilience
Component which shall focus on vulnerable areas predominantly in the central and southern rayons.

5.  The Programme’s objectives are:
1) To enhance the resilience and adaptive capacity of farmers to climate change to ensure higher
and more stable incomes;

(ii) To enhance access to enterprise capacity development, financial services and entrepreneurship
support;

(iii) To improve beneficiaries’ productivity and competitiveness, increase investment and business
opportunities, and improve market access and resilience against economic and climate shocks.

1.2 Programme components
6. The Programme is composed of four components:

Component 1: Climate Change Resilience and Inclusive Value Chains

7.  The overall purpose of Component 1 is to enhance the resilience, inclusiveness and adaptive
capacity of agribusinesses in value chains to climate change through the introduction of climate-
resilient agriculture practices and technologies, and the promotion of selected value chains that can
demonstrate inclusiveness of the rural poor.

Component 2: Inclusive Rural Finance and Capacity development

8.  The component shall enhance access to financial services for the Target Population through
banking and non-banking financial institutions to serve rural micro, small and medium enterprises
and young entrepreneurs. The Component includes two Sub-Components: (2.1) Financing of
Agricultural and Rural Investments; to provide investment financing facilities to rural entrepreneurs
through four financing facilities: (i) financing of rural-based small and medium enterprises’
agricultural investments; (ii) financing of rural-based young entrepreneurs; (iii) financing of rural-

based micro-entrepreneurs’ investments and (iv) financial provision of a loan portfolio guarantee
scheme to Saving and credit Associations for their investment loans, facilitated by a credit guarantee
fund. (2.2)_Capacity Development within the SCA Sector, to support three key areas: (i) capacity
development support for offered to B-licensed SCAs and A-licensed SCAs; (ii) assistance to SCA apex
organizations; and (iii) assistance to the National Commission for Financial Markets.
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Component 3: Infrastructure for Rural Resilience and Growth

9. Increase rural economic growth through infrastructure development by strengthening the rural
sector’s resilience against the increased frequency and depth of climatic and economic shocks, and
enabling rural producers to increase production, shorten transportation time from farm to market,
lower transaction costs, diversify production and engage in higher value chains that demands
predictability of delivery.

10. Programme Management - will finance the management and implementation of IRECR as per the
Financing Agreement.

2. EXECUTIVE SUMMARY

2.1 Programme Financial evolution

11. IRECR Programme, being in the third year of implementation in the Republic of Moldova has
consumed more than 50 % of its total lifespan. Therefore, programme achieved the disbursement of
42% of initially allocated Donor Funds. Total budget realization including local contribution is USD
31.96 million that represents 69% of initial allocation.

12. IRECR has as its main financing sources funds from IFAD, GEF and DANIDA. The respective
donor financing is expected to generate an in-country contribution from Beneficiaries, the
Government, Credit line Directorate and the Participating Financial Institutions. By the end of the
reporting period all the above-mentioned resources have been managed to be mobilized as shown in
table 2.1.1 and the largest realization is of Beneficiaries’ contribution, 179% from the initial allocation.

Table 2.1.1: Initial Allocation vs. Actual cumulative figures, by financier (USD ‘000)
IFAD
Total Benefici Total per
GEF DANIDA | external . GoM CLD PFIs program
Loan Grant funds, aries e
Appraisal 16107,8 | 498,6 4260 5221,2 26087,6 | 7470,8 | 34984 | 7520,0 | 1902,2 | 46 529,0
Actual . 60316 79,4 12877 | 34324 10831,1 | 133725 | 9043 5266,8 15946 | 319692
Cumulative
ﬁ}:)b ursed | 3704 16% | 30% 66% 2% 179% | 26% 70% 84% 69%

13. The disbursement of IFAD and GEF funds by Programme Components confirms the positive

trends in project implementation under the Rural Finance component (absorption of 55% from IFAD
Loan and 12% from IFAD Grant). Cumulatively there are USD 4.9 million spent for Rural Finance
Component activity, USD 1.23 million under CCRIVC, USD 814 thousand for Infrastructure Component,

and USD 415 thousand under Programme Management. (Table 2.1.2).

Table 2.1.2: Initial IFAD and GEF Allocation vs. Actual Figures, by programme components (USD ‘000)
Appraisal Actual cumulative Disbursed (%)
Component IFAD IFAD IFAD IFAD IFAD IFAD
Loan Grant GEF Loan Grant GEF Loan Grant GEF

Climate Change
Resilience and Inclusive 651.5 80.4 3714.6 8.0 20.4 1210.7 1% 25% 33%
Value Chains(CCRIVC)
Inclusive Rural Finance
and Capacity 8913.8 204.9 - 4903.3 24.5 2.0 55% 12% -
development(IRFCD)
Infrastructure for Rural
Resilience and 38224 91.8 - 791.5 22.7 0.0 21% 25% -
Growth(IRRG)
Programme Management 1109.3 121.5 200.4 328.8 11.9 74.9 30% 10% 37%
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Unallocated 1610.8 - 345.0 0.0 0.0 0.0 - - -
Total 16 107.8 498.6 4260.0 6031.6 79.4 1287.7 37% 16% 30%
14. Under the Financing agreement nr. 2000000703 between the government of Moldova and IFAD

on implementation of DANIDA grant, as a goal for support of young entrepreneur’s investments was
allocated initially a total value of USD 4.6 million (original currency DKK 28.6 million). Analyzing table
2.1.3, by the end of 2017 CPIU has been disbursed 75% of the initial allocation. Chapter 4.2 describes

more detailed the implementation of DANIDA grant.

Table 2.1.3: Initial allocation vs. Actual Figures, DANIDA grant (USD ‘000)
Appraisal Actual Disbursed
pp cumulative (%)
Young entrepreneur financing 39971 3165,2 79%
Business plan preparation 140,7 99,1 70%
Pre-training 140,9 78,5 56%
Post training 3214 89,7 28%
ictal 4600,1 34324 75%

2.2 Programme Physical evolution

15. Based on the overall financial progress of the programme, by the end of 2017 has been managed
to achieve a total outreach of 5 992 direct beneficiaries from which 41% is women, or 35% from
estimated total IRECR beneficiaries. (See Table 2.2.1).

Table 2.2.1 IRECR total programme outputs, people

Component/ Sub-component Unit Appraisal End 2017 %
Updated
MTR
Men 10204 3558 35%
Total IRECR beneficiaries Women 6523 2434 379

16. Under the CCRIVC component has been managed to support in programme activities a number of
1 150 people or 32% from the planned amount. Especially these are people trained as well as people
applying for grants under conservation agriculture and climate adaptation measures.

17. Main challenges under CCRIVC component:

Very rigid process of evaluation and approval of applications for GEF grants, which takes too much
time from registration of the application till issue of the grant.

Lack of offers and bids in process of tendering for selecting service providers for implementation of
activities and achieving targets. CPIU-IFAD is struggling to overcome absence of offers from service
providers that causes lengthening of procurement process for months or even cancelation of
competitions;

Establishment of shelterbelts and grassland is high dependent of seasonal favourability: plantations
can be done on early spring and later autumn. That creates some difficulties in continuous
implementation of these activities;
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Very slow process of development of design documents for establishment for shelterbelts, which lead
to delay on approval of applicants. CPIU has contracted one single service provider (Forest Research
and Management Institute) for development of design documents for establishment for shelterbelts;
Rather complicated process of grant issue for establishment of shelterbelts: size of the grants are
relatively small, but beneficiaries need to provide too many documents and confirmations of the costs
to get reimbursement.

18. Ways to address/Next steps on CCRIVC component:

Climate Change Resilience Specialists will undertake measures to improve the content of the ToRs and
RFPs, and procurement specialist will strength communication with potential service providers in
order to ensure their participation in procurement competitions;

CPIU will develop public awareness products (leaflets, brochures, short videos with beneficiaries, fact
sheets etc.) aimed at increasing understanding of benefits/importance/opportunities of adaptation to
climate change;

CPIU will introduce time limits for examination and approval of applications for GEF grants.

CPIU will select and contract 8 to 12 regional NGOs and service providers all over the country to
provide support on promotion of CCRIVC activities, and preparation of the application forms for
grants.

Revision of PIM requirements for issuing grants for shelterbelts and grassland covers, for simplifying
procedures and improving access to the grant resources, especially for small agriculture producers.
Identification and selection of additional services provider for development of design documents for
establishment for shelterbelts;

Strengthen collaboration with MADRE and national experts on conservation agriculture to align
Programme activities with strategic priorities of the GoM.

19. Under the Value Chain Development sub-component have been transferred from RFSADP to
IRECR the following groups: honey production - 4 producer groups with around 1450 bee hives; table
grapes - 4 groups with around 148 ha; sheep breeding - 4 producer groups with a total of 3960 sheep;
vegetable production - 2 groups with total of 83 ha;

20. In March 2017, was organised a visit to Blaj, Romania, for 15 members of honey producer
groups. Visit was organised in context of exhibition “THE HONEY FESTIVAL”. It was important for
honey producers in terms of production, collection and packaging and establishing real contacts with
potential suppliers of equipment.

21. A pilot project was started with Pergola and Gable intensive systems of production and were
established real contacts with potential suppliers with such systems and technical assistance in the
domain. As a continuation of this activity, in 2017 was provided technical assistance by International
Expert for table grape producers which are interested in establishing an intensive system of
production (demo plot) in Moldova. This activity was implemented with direct support from CPIU-
[FAD.

22. The main challenges under the Value Chain Development are:

The VC specialist appointed last year has resigned and the position is still vacant.

In meantime, other donors (USAID, EU, WB) invested in Moldova with new projects, providing large
grant project amounts for Technical Assistance on VCD, which makes IFAD project activities on VCD
less attractive for agriculture produces.

Most of the VCD activities are on hold.
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23. Inorder to address the main problems under this sub-component:

* Will be hired a VC specialist and the overall strategy of the component will be reassessed in the
context of new donor assistance in Value Chain area. The new VC specialist will work closely with
other programme components to identify needs of beneficiaries in TA and consultancy to ensure an
efficient use of investments and better impact.

*  Will be identified means of cooperation with other donor projects including USAID /Worldbank related
to group formation and provision of technical assistance in the domains where areas of support are
overlapping.

e CPIU-IFAD in the next period will provide technical assistance, especially on VCD mainly for prioritized
activities and objectives stipulated in the MADRE strategy documents and to the IFAD investment
beneficiaries.

24. The main achievements under the first component are presented in table 2.2.2
Table 2.2.2 CCIRVC outputs, people

Appraisal Actual
Indicators Unit I}) pda ted Plan Actual Actual cumulativ
‘l)V[TR 2017 2017 cumulative e/Apprais
al %

Sub-component  Climate resilience through
conservation agriculture
Farmer Field Schools created Number | 12 2 1 10 83%
Farr.ner field Schools supported with grants for Number | 12 2 1 8 67%
equipment
Farmers in FFS trained Men 3025 2090 647 839 28%
Farmers in FFS trained Women | 75 10 54 67 89%
CA international study tours Number | 4 2 1 1 25%
People in international study tours Male 36 20 12 12 33%
People in international study tours Female 4 8 1 1 25%
Subsidies for equipment (max 10 000 $) Number | 80 50 38 60 75%
Subsidies for equipment (max 10 000 $) Women 2 -
Forest restoration plans for protective Number | 20 12 3 2 10%
shelterbelts
Protective shelterbelts HA 150 50 6.04 6.04 4%
Privately owned nurseries Number | 2 2 0 0
Degraded and marginal grassland restored HA 150 35 5 5 3%
Beneficiaries of grassland restoration Number | 100 10 1 1 1%
Soil-testing and plant analysis laboratory Number | 1 1 0 0 -
Beneficiaries with equipment for NTFPs Number | 5 2 0 0 -
Experimental plots to adjust cropping systems | Number | 3 1 0 0 -
Total number of beneficiaries Men 3155 2167 689 902 29%
(1.1 sub-component)

Women | 75 10 54 67 89%
Sub-component Inclusive Value Chain
Development
Value chains strengthened Number 5 1 0 4 80%
Value chain clusters strengthened Number 5 1 0 4 80%
Groups with women in leadership position Number 1 0 0 1 100%
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Value chain stakeholders having contractual | Men 21 5 0 0 )
agreements
Value chain stakeholders having contractual | Women 9 1 0 0 )
agreements
Value chain stakeholders having received advisory | Number o
services 30 6 6 6 20%
Pilot projects identified and developed Number 3 1 1 1 33%
Pilot projects supported through equipment grants Number 3 1 0 0 _
Trained participants Men 240 20 15 161 67%
Trained participants Women 60 3 0 20 339
Total number of beneficiaries Men 261 25 15 161 62%
(1-2'sub-component) Women | 69 4 0 20 29%

Men 3416 2192 704 1063 31%
Total number of beneficiaries Component 1 Women 144

14 54 87 60%

25. Under the Inclusive Rural Finance and Capacity Development Component, by the end of
2017 has been managed to achieve a number of 1 633 beneficiaries from 1 667 initial estimated,
including 1 051 entrepreneurs supported under financial facilities and additional 1 077 participants in
training activities.

26. Under the IRFCD component, the main achievements are:

The disbursement to PFIs, which exceeds 8% of PAR>30 days, was resumed based on IPSC decision to
extend the additional eligibility criteria for PFIs.

The CLD has resumed lending to Partner banks in local currency.

In order to validate the CGF study and to pass on establishment of CGF, CPIU in cooperation with MAFI
and European Neighbourhood Programme (ENP) for Agriculture and Rural Development (ENPARD),
have contracted an expert from Bulgaria. As agreed, the results will be presented at national
workshop, estimated to be organized in July 2017.

27. Main challenges of IRFCD:

The financing of micro young entrepreneurs-members of SCAs was suspended, due to MoF rejection to
sign amendments, the reason being: credit risk mitigation.

The implementation and full disbursement of Danish grant by end of December 2017 cannot be
achieved, due to delay in ratification of Financing Agreement, which consequently has reduced the
effective implementation period.

The Credit Guarantee Fund establishment does take long period of time and efforts, including
involvement from MARDE and EU delegation.

28. Ways to address/Next steps for IRFCD:

CPIU will make a detail credit risk analysis under the IRECR Program to be discussed at IPSC meeting,
based on which is estimated to convince the MoF to approve financing of micro young entrepreneurs -
members of SCAs.

CPIU will prepare a request for the extension of Danish grant.

10
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CPIU will continue discussions with the Project Steering Committee, the Ministry and Partners on the
next steps in CGF creation and decisions to be made.

29. Based on the activities performed during 2014-2017, has been managed to achieve the results as
presented in Table 2.2.3 below.

Table 2.2.3 IRFCD outputs, people

Appraisal Aetual cumulative to
ctua ;
i i appraisal, %
Indicators Unit Updated Plan 2017 Actual 2017 cumulative pp 0
MTR
Financing activity
SME financed with loans Men 49 10 16 >4 110%
Women 21 5 0 12 57%
Young entrepreneurs Men 314 216 117 276 88%
financed with loans Women 133 144 144 108 81%
?ﬁg}"ce q Withel;l;;espre“e“rs Men 490 154 148 364 74%
Women 210 66 102 237 113%
Technical assistance and
trainings
Young entrepreneurs = Men 210 49 45 77 37%
supported with business
1 Women 90 16 9 29 32%
plan
Micro entrepreneurs = Men 91 70 0 0 -
supported with business
plan Women 39 30 0 0 -
Youth entrepreneurs = Men 182 154 77 260 143%
trained pre-financing
Women 78 16 85 168 215%
Youth entrepreneurs = Men 490 441 95 257 52%
trained post-financing
Women 210 189 65 110 52%
SCAs staff trained Men 90 144 101 127 141%
Women 60 96 304 349 582%
. . Men 189 105 88 138 73%
SCA loan applicants trained
Women 81 45 55 96 119%
Total number of Men 1153 573 427 898 78%
beneficiaries
Women 514 327 459 735 142%

30. Under the Infrastructure for Rural Resilience and Growth Component, by the end of 2017
has been managed to support a number of 3 209 people from 11 500 or 27% from initial target. These
are people benefitting from road and bridge reconstruction projects and represent the client group
along with village people that have as the main access road the one that has been rehabilitated with
project funds.

31. Main achievements of IRRG are:

From the 24 applications received by the CPIU in 2016, 11 have been disqualified (6 at prequalification
study and 5 have not met the financial viability (rate of return higher than the opportunity cost of
capital of 10%) and 13 have been approved. Thus, to the selection committee have been proposed 13
projects and 11 of them, within the budget limit, have been approved, according to the Minutes nr.
201.

11
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During of 2017 where implemented 5 project of infrastructure projects.

32. Main challenges of IRRG component are:

The challenge encountered during the 2017 application process was at the selection of technical
supervisors due to the fact that a major part of them are implicated in other infrastructures projects.
This lead to insufficient bidders at tenders and thus influenced negatively the selection process due to
the time extension.

Another challenge was impossibility of collection of the necessary contribution (6 beneficiaries group
couldn’t collect contribution).

33. Ways to address/Next steps for IRRG:
CPIU, based on IPSC decision no.1/17 dated June 16th, 2017 operated changes in Client’s contribution
in the IRRG Component Operational Manual.
In the following period and in the future the CPIU will conduct a more intense promoting process to
inform interested technical supervisors.

Table 2.2.4 IRRG outputs, people

Appraisal Plan Actual
Indicators Unit Updated 2017 Cumulative %
MTR 2017
glrr(l)ail:cctesd infrastructure investment Number 25 11 5 10 40%
Roads constructed KM No target 13.32 39 6,629 50%
Irrigation systems | KM 3,8 38%
conitructed/rehabilitated(KM) g No target 9.96 38
Hectares of land irrigated HA No target 104 104 -
Village Market Places Number  No target 0 0 -
Bridges constructed Number  No target 1 1 2 -
Grf)ups established .f(_)r the administration Number 25 5 10 40%
of infrastructure facility
Groups with women in leadership position | Number 1 1 2 200%
People in groups managing infrastructure Men 12 33 61 508%
People in groups managing infrastructure Women 1 7 13 1300%
Beneficiaries of financed infrastructure Men 5636 1102 1037 1597 28%
Beneficiaries of financed infrastructure Women 5865 1287 1052 1612 27%
Total IRRG beneficiaries Men 5635 1102 1037 1597 28%
Women 5865 1287 1052 1612 27%

3. FINANCIAL PROGRESS SUMMARY IN THE REPORTING PERIOD (2017)

34. In AWPB for 2017 was planned amount of expenditures of USD 17.7 million, including 56%
donor’s funds. By the end of 2017, the total amount of expenditures was over USD 16 million or 91%
of the total planned amount. The most significant achieving targets was beneficiaries’ contribution,
getting 230%, followed by PFI contribution with 145% from planned amounts. So, disbursement rates
are follows: CLD-83%; DANIDA Grant-57%; IFAD Loan-54%, GoM-47%; IFAD Grant and GEF Grant less
than 40% each (for details see in table 3.1)

Table 3.1: Plan vs. Actual Figures, by financiers (USD ‘000)

IFAD GEF DANIDA Beneficiaries GoM  CLD PFIs Total
2017

Loan Grant
Plan 4732,9 134,7 16863 3541,0 3084,0 853,4 32574 423,55 17 713,2

12
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Actual 2536,3 42,9 622,3 20139 71071 4041 27072 613,5 16 047,3
Spent (%) 54% 32% 37% 57% 230% 47% 83% 145% 91%
35. The expenditures per component show that share of 56% from total spent amount is by IRFCD

component, followed by CCRIVC component with 19% (for details see in table 3.2). Detailed

description of activities by components, see in Chapter 4.

Table 3.2: Plan vs. Actual Figures, by components, IFAD, GEF (USD ‘000)
Plan Actual Disbursed (%)
Component IFAD IFAD IFAD IFAD IFAD IFAD
Loan Grant . Loan Grant . Loan Grant A
Climate Change | 446 3 21.0 1653.6 | 3.2 19.3 598.6 2% 92% 36%
Resilience and Inclusive
Value Chains
Inclusive Rural Finance
and Capacity | 2 718.5 65.1 0.0 1783.4 13.3 0 66% 20% -
Development
Infrastructure for Rural | 4 o 30 ¢ 0.0 5024 7.7 0 329 25% -
Resilience and Growth
Programme Management | 261.1 18.0 32.7 247.3 2.6 23.7 95% 14% 72%
Total 4732.9 134.7 1686.3 25363 429 622.3 54% 32% 37%
36. Under expenditures per category, by the end of reporting period has achieved 49% from planed
resources, for more details see Table 3.3.
Table 3.3: Annual Plan vs. Actual Figures, by category of expenditures (USD ‘000)
Plan Actual Disbursed (%)
Cat E: dit
ategory of Expenditures IFAD IFAD GEF IFAD IFAD GEF IFAD IFAD GEF
Loan Grant Loan Grant Loan Grant
I. Equipment and Materials 68.0 - 1252.0 28 535.6 4% - 43%
II. Vehicles - - - - - - - - -
L. Technical Assistance and | ;4 g 1347 4106 288 42.9 65.7 15%  32%  16%
Training
IV. Works 1570.0 - - 501.3 - - 32% - -
V. Credit, Guarantee Funds 2 650.0 - - 1759.0 - - 66% - -
VI. Salaries and Allowances 195.6 - 23.7 186.3 - 21.0 95% - 89%
VII. Operating Costs 57.5 - - 58.2 - - ;?1 - -
Total 47329 134.7 1686.3 2536.3 429 622.3 54% 32% 37%
37. DANIDA
Table 3.4: Annual Plan vs. Actual Figures, DANIDA resources (USD ‘000)
Disbursed
Plan Actual (%)
Young entrepreneur financing 2796,6 1835.1 66%
Business plan preparation 110,7 915 83%
Pre-training 83,2 39.6 48%
Post training 300,5 47.7 16%
Mot 3291,0 2013.9 61%

13
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4. DETAILED ANNUAL PROGRESS BY PROGRAMME COMPONENTS

4.1. Component 1: Climate Change Resilience and Inclusive Value Chains (CCRIVC)

38.

By the end of reporting period under CCRIVC component has been spent USD 1.5 million from

USD 2.7 million allocated for 2017, that is represent 56% from planned amount. The most important
achieved is beneficiaries contribution with 151% from planned amount (see details in table 4.1.1)

Table 4.1.1: CCIRVC annual plan vs. Actual, by financiers USD ‘000)
IFAD GEF GoM Beneficiaries . Total
2017
Loan Grant

1.1: Climate resilience through conservation

. - - 1653,6 229,1 515,0 2397,7
agriculture
1.1.1: Enabling environment for climate- | i 3392 630 i 402.2
resilient agriculture ’ ’ ’
1.1.2: Enhancing agriculture  production | i 13144 166.1 5150 19955
through climate-resilient investments ’ ! ’ ’
1.2: Inclusive value chain development 166,3 21,0 50,9 60,0 298,2

1.1: Climate resilience through conservation

. - - 598.6 23.0 870.1 1491.7
agriculture
1.1.'1': Enal?lmg environment for climate- | i 634 13.8 i 77.2
resilient agriculture
1.1.2: Erlzhancmg N agrllculture production | i 5357 9.2 870.1 1414.5
through climate-resilient investments
1.2: Inclusive value chain development 3.2 193 - 1.6 B 24.1
Spent (%) 2% 92%  36% 9% 151% 56%
Table 4.1.2: Climate Change outputs, people
Actual
) ) Appraisal Plan Actual Actual cu_mul
Indicators Unit Updated 2017 2017 cumula ative/
MTR tive Appra
isal %
Sub-component Climate resilience through
conservation agriculture
Farmer Field Schools created Number | 12 2 1 10 83%
Farrper field Schools supported with grants for Number | 12 2 1 g 67%
equipment
Farmers in FFS trained Men 3025 2090 647 839 28%
Farmers in FFS trained Women | 75 10 54 67 89%
CA international study tours Number | 4 2 1 1 25%
People in international study tours Male 36 20 12 12 33%
People in international study tours Female | 4 8 1 1 25%
Subsidies for equipment (max 10 000 $) Number | 80 50 38 60 75%
Subsidies for equipment (max 10 000 $) Women 2 -
Forest restoration plans for protective Number | 20 12 3 2 10%
shelterbelts
Protective shelterbelts HA 150 50 6.04 6.04 4%
Privately owned nurseries Number | 2 2 0 0
Degraded and marginal grassland restored HA 150 35 5 5 3%
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Beneficiaries of grassland restoration Number | 100 10 1 1 1%
Soil-testing and plant analysis laboratory Number | 1 1 0 0 -
Beneficiaries with equipment for NTFPs Number | 5 2 0 0 -
Experimental plots to adjust cropping systems | Number | 3 0 0 -
Total number of beneficiaries Men 3155 2167 689 902 299
(1.1 sub-component)

Women | 75 10 54 67 89%

Sub-component 1.1: Climate resilience through conservation agriculture (CRCA).

39. In 2017, activities planned for implementation under this sub-component are focused on Field
Farmers Schools, promotion of CA through trainings and information dissemination and provision of
grants for CA machinery/equipment, grass cover and shelterbelts rehabilitation/creation.

1.1.1 Enabling environment for climate-resilient agriculture.

40. Activities planned in 2017 for implementation under this sub-component are focused on
provision of grants for AC machinery/equipment, grass cover and shelterbelts rehabilitation/creation,
development of training materials on conservation agriculture and ecological restoration, field
farmer’s schools, promotion of CA through trainings and information dissemination.

41. Unfortunately, several activities are implemented with delays because of lack of participants in
national competitive biddings (NCB). CPIU-IFAD informs potential applicants on competitions through
e-mail, newspapers and websites.

42. TA for CA training/materials and ToT training programmes - During the year 2017 for this task
were launched 2 competitions: 1. selection of a service provider to develop training materials and

provide training services for trainers in the field of organic agriculture and the second one in the field
of conservation farming,.

43. Although advertisements have been published in different sources of information, e-mails,
newspapers and websites, it has been possible to select and contract only the service provider in the
field of organic farming (" BIOS "). The service provider intends to train 40 people on the basis of the
materials prepared. The contest in the field of conservation agriculture was canceled due to the lack of
sufficient offers for ensuring real competition.

44, Seminars/Training for farmers in FES - Between January and December 2017, the FFS together
with, the CA expert organized 20 training seminars and shared their experience in implementing no-
till and mini-till practices to 701 farmers, including 647 men and 54 women. The main issues
discussed at the seminars are the principles of soil work, application of fertilizers / herbicides and
management of crop residues.
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Fig.1 Taining for farmers in FS, 2017 ‘

45. During the seminars held in the FFS, a special interest was for practical demonstrations in the
field by involving various companies who demonstrated their technical units suitable to conservative
agriculture. In 2017 CPIU-IFAD also contracted the Agroinform Agency to provide support to FFS in
organizing training seminars, inviting farmers and collecting questionnaires to track information on
direct and indirect beneficiaries, yields, land rent, costs, etc. In the absence of official technical
recommendations on the application of no-till / mini-till practices, farmers' experiences across the
country are great importance. Thus, it is envisaged to organize seminars jointly with the long-standing
managers / companies in the CA and to sign the partnership agreements with the FFS.

46. Demonstration field studies in FFS - FFSs must be assisted by CA experts, and five of the nine
schools in the agricultural lands are guided by an CA expert. For the other FFS during 2017, a second
CA expert is going to be selected. Although the announcement has been published in various sources of
information: e-mail, news, newspapers and websites, the contest for the selection of the consultant
service provider and the technical assistance of the Farmers' Field Schools for the implementation of
conservative soil technology was canceled because of the lack of sufficient offerors to ensure real
competition.

47. As the assistance of the FFS by a CA expert is very important and necessary in 2018, the tender
is to be relaunched. The CA expert consults FFS in soil work, optimal use of fertilizers/ herbicides,
growing crops and productivity monitoring, organizing seminars, communicating knowledge gained
during study visits.

48. Land quality assessments - The Institute of Pedology, Agro chemistry and Soil Protection "Nicolae
Dimo" (IPASP Dimo) was selected to analyse soil on demonstration and control plots in the FFS. In the
period October-December 2017, the service provider took samples and analysed the chemical, physical
and biological properties of the soil on 10 FFS lands. These analyses are to be carried out annually by
2021 and will provide a comparative picture of CA plots at the start and end of the project. The
pedological reports were presented in 2 copies, one for CPIU-IFAD and the other for FFS.
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49. International study tour - For the year 2017, were planned 2 international study visits in the
fields of conservative agriculture and agro landscapes rehabilitation. Between 20-23 March 2017,
representatives of FFS, MARDE, CPIU-IFAD and CA experts participated in a study tour in Cluj-Napoca,
Romania dedicated to conservation agriculture, organized with the support of the University of
Agricultural Sciences and Veterinary Medicine and director of the Center for Mining Systems for Soil
Processing and Sustainable Farming Technologies.

50. The participants had the opportunity to get acquainted with the characteristics of agriculture,
starting with the training of agricultural professionals and continuing with the learning about the
farmers' experience in CA and the scientific research of the Turda-Cluj agricultural research station.
Unfortunately, it was not possible to organize and negotiate the study visit for the rehabilitation of
agro landscapes, so the visit is to be performed in 2018.

51. Printed materials for public awareness - In 2017, the CPIU developed an A5 promotional
brochure and an A3 poster on farmers' financing opportunities as adaptation measures to climate
change that were passed to the potential beneficiaries. The materials were edited in 2000 copies
(promotional brochure A5) and 300 copies (poster A3). Promotional materials have been and continue
to be passed on to potential beneficiaries, especially to the APLs.

52. Media package design and broadcast events - The promotion video spot has been developed and
adjusted. CPIU is developing the request of proposals for advertising services on main Moldova TV
channels. The Climate Change Resilience Specialist together with director of IPASP Dimo and
beneficiary of grass cover grants has participated in the TV program” Take attitude” on January 18,
2017.

53. In order to disseminate experience on conservation agriculture a special TV programme will be
developed in common with several FFFs and AGRO TV channel. On December 4, 2017, the project
director of CPIU-IFAD together with General State Secretary of MARDE and director of another
Implementation Unit, participated in a new TV program by AGRO TV” Take attitude”. At this talk show
was discussed the impact of investment projects on climate change on the agricultural sector and who
can benefit from these opportunities. Also, in 2017, was completed a promotional video (about 1 min.)
about financing opportunities within the Climate Resilience component, to be broadcast on several TV
stations with national coverage.

54. Good practices toolkits on CA/OA and ecological restoration - in order to develop an ecological
restoration training tool kit based on participatory approach, identifying key actors and their roles and
responsibilities a competition was announced in June. Potential service providers were informed
about announcement and their opinions on duration of contract were taken into account. However,
due to the lack of sufficient offers to ensure real competition, the auction was canceled. For a wider
participation in the competition of companies providing such services, the review of the tender
documents and the presentation of the contest conditions in a more explicit manner, as well as the
wider publicity of the competition.

55. Support to policy dialogue - at the request of the MARDE, CPIU announced a competition for
development of a study on CA practices in Moldova to provide an overview of the application of
conservative agriculture practices in the Republic of Moldova in terms of progress,
barriers/constraints/opportunities and measures to be carried out in the next five years in order to
increase agricultural productivity taking into account climate changes. Due to lack of offers, the contest
was extended three times. After the extension, only one offer was received. Because the contest in
question was started at the command of the Ministry of Agriculture and Food Industry, which by
Government Decision no. 594 of July 26, 2017 "Regarding the restructuring of the central specialized
public administration” was reorganized by absorption by the Ministry of Agriculture, Regional
Development and the Environment, UCIP-IFAD considered it opportune to cease the extension of the
deadline to clarify the procedural and legal aspects of the new governmental structures. The contest
has been cancelled. The project will pursue policy dialogue with MARDE to finalize the tasks and
promote an enabling institutional environment for development of CA adoption in the RM.

1.1.2 Enhancing agriculture production through climate-resilient investments
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56. Equipment for the 12 FFS - FFS State Commission for Variety Testing was equipped with multi
operational soil preparation machine and no-till/mini-till seeder. In November 2017, for IPAPS DIMO
also procured the no-till/min-till seeder drill. The acquisition was based on the methodology
described in the PIM for this category of beneficiaries.

57. In May 2017, Committee for approval of grants selected a small farm household for creation of
FFS in organic agriculture. Follows the selection of the service provider for conducting the pre-
feasibility study to this FFS.

58. CA agricultural equipment’s for small farmers - Throughout the year 2017, the CPIU-IFAD
provided financial support for 38 beneficiaries to acquire the basic equipment needed to implement
CA/OA practices. In order to facilitate compliance with the training criteria, the Project
Implementation Manual has been modified and now applicants can provide FFS training certificates or
other service providers, but equivalent to 24 hours.

59. Monitoring of field demonstration plots - In order to monitor the FFS in September 2017, two
economy experts were contracted. Experts will analyse spending on demo plot and control plot to
highlight the economic benefits of the CA and improve the efficiency of FFS in collaboration with CA
experts. Experts will practically promote the deployment of conservation agriculture in established
FFS. This approach will ensure the transfer of knowledge / experience directly from experts to experts
and from experts to farmers, including through seminars and practical courses.

60. _Laboratory for soil/plant testing - in the competition for grant to upgrade a soil/plant testing
laboratory participated four applicants, three of them state organizations: IPASP Nicolae Dimo,

Institute of Chemistry of the Academy of Sciences of Moldova, Research Institute of Field Crops
"Selectia" and private company Elitagrotehnologie. Members of Applications Evaluation Commission in
common with representatives of MARDE will organize a visit of applicants in order to assess available
facilities, equipment/instruments and get acquainted with personnel. The selection process has been
stopped for a period in connection with the restructuring of the Ministry of Agriculture and Food
Industry in the Ministry of Agriculture, Regional Development and Environment.

61. _Meteorological stations in FFS - nine meteorological stations will be procured to help farmers
obtain local veridical data to forecast the evolution of pest and diseases and improve IPM. Although
the ToR has been developed, it has not been possible to identify a competent specialist in agro-
meteorological equipment to assist in the choice of soil moisture / soil temperature monitoring
instruments.

62. 1.1.2.13 Equipment for two nurseries - announcement on grant availability for upgrading of two
nurseries was launched in August 2016. Invitations to participate in competition were sent repeatedly

to all registered nurseries by e-mails and SMS. Within the set deadline, only one offer was submitted
from the Institute of Genetics, Physiology and Plant Protection of the ASM, but it did not pass the
qualification stage because it did not meet all the eligibility criteria. It is expected that at least one
nursery of Moldsilva Agency will submit the application. Revision of application conditions should be
carried out in order to facilitate participation of farmers.

63. 1.1.2.14 Multipurpose shelterbelts restoration plots - In 2017 the Forest Research and
Management Institute drew up 15 execution projects for forestry curtains with 53.91 hectares for 8

municipalities and 7 agricultural enterprises. 8 beneficiaries have already signed contracts and the
rest will be approved and contracted. Five works of rehabilitation of the forest curtains have been
elaborated with 4 projects with 29.55 hectare for 4 mayors. A contract was signed with the mayoralty,
and the rest of the contract will pass the approval procedure. In 2017, the finishing works for setting
up / rehabilitating the forest curtains were reported on area of 6.04 ha. PO Fagus will supervise
rehabilitation/creation of shelterbelt.

64. 1.1.2.15 Grassland restoration plots - During the year 2017, 4 applications were received for
setting up / rehabilitating herb covers with a total area of 20 ha (3 are agricultural enterprises and 1
Local Public Authority). All 4 beneficiaries were approved and contracts signed with them. A
beneficiary finished the works for the establishment of the herb covers (5 ha) and was paid the grant.
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The competition to select the service provider to identify and collect requests from agricultural
producers interested in setting up / rehabilitating herbal envelopes was cancelled due to lack of offers.

1B C “l‘f:,..‘-‘id&\ B iy +

Fig.2 Grassland established in Lingura vil age, Cantemir Rayn 2017

65. 1.1.2.20 NTFP production, processing and marketing equipment - In order to better understand
the current situation of the non-timber forest products industry (NTFP) and the opportunities for
developing the value chain of this branch in the Republic of Moldova in 2017, a started a competition
for developing a pre-feasibility study in this field. As the end of the study, the provider should identify
and provide support in preparing the dossiers for at least 10 potential beneficiaries who will
participate in the grant award contest. The contest was cancelled because of the lack of sufficient
offers to ensure real competition. The contest is to be re-launched after the TOR review. Priority will

be given to women groups.

Sub-component 1.2: Inclusive Value Chain Development (IVCD)

Table 4.1.3: IVCD outputs, people

Appraisal Actual

Indicators Unit [}) pdate d Plan Actual Actual cumulative
p 2017 2017 cumulative  /Appraisal
MTR %
(]

Sub-component Inclusive Value Chain
Development
Value chains strengthened Number 5 1 0 4 80%
Value chain clusters strengthened Number 5 1 0 4 80%
Groups with women in leadership position | Number 1 0 0 1 100%
Value chain stakeholders having | Men

21 5 0 0 -
contractual agreements
Value chain stakeholders having | Women

9 1 0 0 -
contractual agreements
Vahlle chain s.takeholders having received | Number 30 6 6 20%
advisory services
Pilot projects identified and developed Number 3 1 1 1 33%
Pilot  projects supported  through | Number 3 1 0 0 )
equipment grants
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Trained participants Men 240 20 15 161 67%
Trained participants Women 60 3 0 20 33%
Total number of beneficiaries Men 261 25 15 — e
(1.2 sub-component) Women | 69 4 0 20 29%

66. Contract Farming Development is one of the main components of Technical Assistance provided
to consolidate the efforts of agricultural producers in order to obtain added value of their agricultural
products and through this the realization of one of the main objectives: Poverty alleviation in the social
classes with a reduced income from the rural areas.

67. Even though the IRECR started its activities at end 2014, under the current subcomponent actual
implementation started at the beginning of 2016. The main cause was availability of funds under the
RFSADP and the need to explore all the options under it. The CFD activities under IRECR are a logic
continuation of already created groups under RFSADP, added being the grants to support the value
chain drivers within the producer groups.

68. To facilitate understanding of project activities, following is a mapping of current IRECR
supported groups:

Table 4.1.4 IFAD assisted Groups 2017

Nr. Group Name Product Group members Gender
Groups M/F
Honey bee Group Calarasi 1 Total - 800 bee hives 9 Farmers 9 Male
1
Honey bee Group Calarasi 2 Total - 300 bee hives 5 Farmers 5 Male
2
Honey bee Group Sipca, Total- 700 bee hives 6 Farmers 6 Male
3 Soldanesti
Honey bee Group Hincesti Total - 550 bee hives 5 Farmers 4 Male
4 1 Female
Sheep breading group from Total - around 870 5 Farmers 5 Male
5 Cahul seeps
Total - 280 sheep 4 Farmers 3 Male
6 Sheep breading group from 1 Female
Stefan Voda
Total - 370 sheep 4 Farmers 4 Male
7 Sheep breading group from
Orhei
Total - 2440 sheep 6 Farmers 6 Male
8 Sheep breading group from
Leova
Total production aria 45 6 Farmers 3 Male
9 Vegetable production group  ha 3 Female
from Glodeni
Total production aria 38 5 Farmers 5 Male
10 Vegetable production group  ha
from Stefan Voda
TOTAL 35,8 ha 7 Farmers 6 Male
11 Table Grape  producers 1 Female
Group from Budesti
TOTAL 65 ha 6 Farmers 6 Male
12 Table Grape  producers
Group from CANTEMIR
Total 35 ha 5 Farmers 4 Male
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13 ‘ Table Grape  producers 1 Female |
Group from SALCUTA
Total 48 ha 5 Farmers 3 Male
14 Table  Grape  producers 2 Female
Group from Stefan Voda
| Total 78 Farmers 9 Female |

69. As may be seen from the table above, CPIU-IFAD had been active in the fields of: honey
production - 4 producer groups with around 1450 bee hives; table grapes - 4 groups with around 148
ha; sheep breeding - 4 producer group with total of 3960 sheep; vegetable production - 2 groups with
a total of 83 ha.

70. Intensive collaboration has started in the domains of improved practices for table grape
development. As consequence of a procurement process, an international expert has been contracted
for the assignment. The purpose of this expert was to familiarize with Pergola and Gable intensive
systems of production and establish real contacts with potential suppliers with such systems and
technical assistance in the domain. As a continuation of this activity, by the end of 2017 was provide
technical assistance by International Expert for table grape producers which are interested in
establishing an intensive system of production (Pergola-demo plot) in Moldova. This activity was
implemented with direct support from CPIU-IFAD.

71. In March 2017, a visit tour was organised in Blaj, Romania for 15 members of honey producer
groups which are interested in establishing a processing and packaging facility in Moldova. Visit was
organised in context of exhibition “THE HONEY FESTIVAL”, it was important for honey producers in
terms of production, collection and packaging and establishing real contacts with potential suppliers of
equipment.

4.2 Component 2: Inclusive Rural Finance and Capacity Development (IRFCD)

72. As per Financial Agreement, schedule 1 “Programme Description and Implementation
Arrangements” (para. 4.2.1 and 4.2.2), the IRFCD component was implemented through the following
sub-components:

Sub-component 2.1: Financing of agricultural and rural investments. This sub-component provides
resources to enhance the ability of the banking and non-banking financial institutions to provide

investment financing facilities to rural entrepreneurs through four financing facilities: (i) financing of
rural based small and medium enterprises’ agricultural investments which is necessitated by the
continued lack of long-term finance of banks and which has proven highly demand-driven with
demonstratively high impact; (ii) financing of rural based young entrepreneurs; (iii) financing of rural
based micro enterprises’ investments; and (iv) financial provision of a loan portfolio guarantee
scheme to Saving and Credit Associations (the”SCAs”) for their investment loans, facilitated by a credit
guarantee fund (the “CGF”).

Sub-component 2.2: Capacity development within the SCA sector. Under this sub-component, the
Financing will support three key arears: (i) - capacity development support for consolidation offered to
B-licensed SCAs and A-licensed SCAs which intend to get B-license, or which intend to merge with a B-
licensed SCA; (ii) assistance to SCA Apex organizations; and (iii) assistance to the National Commission
for Financial Market (the “NCFM”).

73. In addition to the loans, within the Financing of agricultural and rural investments sub-
component, the prospective YE and micro-entrepreneurs borrowers are entitled to receive trainings
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and support for business plan development, which will be provided by Service Providers selected
through open competition.

74. The Programme has a national coverage and the services under IRFCD component are
implemented in all districts of Moldova, based on demand. The most active districts in accessing
financial services in 2017 (all target groups are included: SMEs, YEs & MEs) was north rayon’s: Briceni,
Donduseni, Glodeni and Soldanesti. Briceni and Donduseni districts are leaders in microfinancing; and
the most active YEs were Soroca and Cahul. Number of borrowers by districts is presented in annex 1.

75. IRFCD component achievements. The total cost of related to the implementation in 2017 of
component activities it was estimated at USD 12.3 million. Actual, the total cost achieved the amount of
13.5 USD million, representing 110.2% of plan, due to Program beneficiaries’ contribution and GoM
contribution, which exceeded the planned amount of about two times (see table 4.2.1). (in total 48 YEs
and SMEs have benefited from fiscal facilities on goods procured from Programm funds). In 2017, from
IFAD loan was used an amount of USD 1.8 million and USD 2.0 million from Danish grant. These
investments brought an additional amount of USD 2.7 million from CLD; USD 6.2 million from
beneficiaries; USD 0.6 million PFIs own funds and Government of Moldova -USD 0.2 million.

76. As shown in table 4.2.1, for the financing of agricultural and rural investments sub-component
the actual cost was fulfilled at 111.1%, the beneficiaries, PFIs and GoM contribution exceeded the
planned amount, due to the increase of the cost of investments financed. Is to note that the CLD
decision to lend to PFIs in foreign currency was abrogated at the end of June 2017, therefore the funds
provided by PFIs to cover the loan portion, in the period the CLD decision was in force, were
substituted with CLD fund, as stipulated in IRECR documents, in the second half of the year.

77. The total cost of capacity development within the SCA sector sub-component was accomplished
at 31.3%, due to failure to implement the planned support activities for NCFM. The delay in
procurement by the CPIU of services led to NCFM’s refusal for support, arguing that in the meantime
found other financing.

Table 4.2.1: Achievements (in %) of IRFCD component, actual year 2017 vs. plan

IRFCD Sub - Components IFAD IFAD | DANIDA | Beneficia | PFIs CLD GoM TOTAL
loan grant ries

Plan 2017-total 2718.5 65.1 3541.0 2195 423.5 32574 | 1023 | 123028

s/c  2.1: Financing of

agricultural and rural 2 668.5 - 3541.0 2195 423.5 32574 88.9 12174.3

investments

s/c 2.2.Capacity development ) ) ) )

within the SCA sector 50.0 651 13.4 1285

Actual -total 1783.4 13.3 2013.9 6236.6 613.4 2707.2 | 200.6 13568.4

s/c  21: Financing of

agricultural ~ and  rural 1762.9 - 2013.9 6236.6 613.4 27072 | 194.1 13528.1

investments

s/c 2.2.Capacity development ) ) ) )

within the SCA sector 205 13.3 65 403

Actual/Plan, % 65.6 20.4 56.8 284.1 144.8 83.1 196.1 110.3

s/c  2.1: Financing of

agricultural and rural 66.1 - 56.8 284.1 144.8 83.1 2183 111.1

investments

s/c 2.2.Capacity development ) ) ) )

within the SCA sector 4.0 204 48.5 313

78. Financing of agricultural and rural investments sub-component, as stipulated in the Loan
Agreement, was implemented through partner commercial banks (CB). Initially, were selected and
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approved by IPSC, for challenging funds to SME and YE, six (6) from 11 licensed by NBM commercial
banks named alphabetically: Banca de Finante si Comert; Comertbank; MobiasBanca-Groupe Societe
Generale; Moldindconbank; Moldova Agroindbank; ProCreditBank. For the financing of micro-
entrepreneurs, the funds are channeled through two windows: (i) through Rural Finance Corporation,
as a wholesale financial institution and (ii) through one SCA, named Grimancauti, approved by IPSC for
direct financing under the Program.

79. Eligibility of PFIs. Commercial banks are able to finance all three (3) target groups: SME, YE and
SCAs, if any of the target groups will be of interest to them to finance. The eligibility of PFIs is quarterly
monitor by CPIU according to criteria set under the Programme. Since October 2016, the participation
of Moldindconbank was suspended, due to establishment by NBM of temporary administration of the
Bank, as early interventions applied as a result of the concentration of a group of persons who
acquired and holds a substantial share in the bank's share capital. Taking into account the crisis in the
banking sector that affected the portfolio quality of PFIs, Moldova Agroindbank has reported the
exceeding of 8% of PAR>30 days, accordingly the disbursement of Programm funds was suspended
initially for a period of two month (May-June), after which it was resumed based on IPSC decision to
substitute temporary the criteria on PAR>30 days < 8% with the following: (i) PAR and write off in
primary agricultural sector in line with IRECR eligibility criteria; (ii) PAR and write off of RFSADP
loans in line with IRECR eligibility criteria; (iii) the "average for the last 12 months of nonperforming
loan rate should not exceed the average for last 12 months of nonperforming loan rate in the banking
sector”. The IPSC decision has expired in September 2017 and as a result the disbursement to
Moldova-Agroindbank was again suspended for other two month (October-December). The other four
partner banks: Banca de Finante si Comert; Comertbank; MobiasBanca-Groupe Societe Generale and
ProCreditBank have complied during the year with all eligibility criteria.

80. The Rural Finance Corporation, as a wholesale financial institution and SCA “Grimancauti”,
approved by IPSC for direct financing of micro entrepreneurs, have complied with the established,
under the Program, eligibility criteria.

81. Performance of PFIs. Despite the fact that Moldova Agroindbank was suspended for a period of
four month, during 2017, the bank has funded in total 73 borrowers (10 SMEs & 63 YEs), representing
42.4% of total SMEs and YEs borrowers. Other two banks: Banca de Finante si Comert and
MobiasBanca-Groupe Societe Generale have issued a total of 50.6% of SMEs and YEs loans. The other
7% of loans were disbursed by Comertbank and ProCreditBank, which are less active in
implementation of financing facilities.

82. The two financing institutions approved for channeling the Programme resources to SCA
members, Rural Finance Corporation and SCA “Grimancauti” have funded in the reporting period 250
micro entrepreneurs, of which 221 or 88.4%- by RFC and 11.6% -by SCA “Grimancauti”.

83. Financing of agricultural and rural investments sub-component. The objective of
Programme financing facilities is to enhance access to medium and long-term financing of rural-based
SMESs, young entrepreneurs and micro entrepreneurs. As per PIM, loans to SME can be disbursed in
MDL, EUR and USD and to YEs and MEs -in MDL. The interest rate applied on Program loans is
calculated based on formula approved by IPSC, on loans in MDL -equal to the Base Rate on National
Bank of Moldova for long-term loans (over 5 years) plus PFI margin (3.9%) and on loans in EUR/USD -
equal to EUR LIBOR/ USD LIBOR within the term of 6 months, but not lower than 0.75% plus margin
of CLD/ MF =0,6% and PFI margin (3.5%). During the reporting period (in May), the BNM Base Rate
and consequently the Interest rate was increased by 1.0p.p. and in November decreased by 0.5p.p.
(details are presented in chart 4.2.1 below).
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Chart 4.2.1. The interest rate applied in 2017on MDL loans
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84. Under the SME financing facility loans are available for rural based small and medium

enterprises’ agricultural investments (production, harvesting, sorting, processing, packaging and
storage of agricultural products and livestock production). SMEs would be entitled to a loan of
maximum USD 150.0 thousand that represents 80% of a total loan amount approved, for a period of
up to eight (8) years with a grace period up to four (4) years. The loan amount can be used only for
investments/to acquire productive assets. The working capital can be provided by the borrower from
own or PFI funds.

85. As shown in table 4.2.2, during the reporting period, 16 SMEs, representing 106% of plan or
94.3% of appraisal target (table 2.2.3), received investment loans in a total amount of USD 1.33
million, representing 111.3% to plan or 81.4% of appraisal target. Beneficiary’s contribution reached
the amount of USD 3.7 million representing 67.7% to total investment cost, which exceeds more than
two times the requested size of contribution (i.e. 25%). This exceed is due to many factors, the main
being: increase of prices as a result of MDL depreciation; lack of collateral and crisis in the banking
sector reduced the appetite of entrepreneurs to borrow large amounts, but to use own funds. The PFIs
have contributed with an amount of USD 474.6 thousand, representing 26.2% of the total loan amount,
which is large than requested size of contribution (i.e. 20%).

Table 4.2.2: Outreach achievement under SME financing

Total value, (USD ‘000
SME investments [ No of % ( ) {&verage
financing loans women IFAD PFIs Beneficiaries Investment
loan cost
Plan 15 33.3 1200 300 520 134.6
Actual 16 0 1336.2 474.6 3712.9 345.2
Actual/plan, 106.7 - 111.3 158.2 714.0 256.4
% achieved
86. Loans are provided on demand based, for agricultural investments eligible for financing. It is to

mention that the larger share of SMEs portfolio (i.e. 53.5%) was used for development of processing
and storage units; 40.8% -for procurement of agricultural machineries for field crops production and
2.7%-for fruit production. The chart 4.2.2 shows a balance between the production and postharvest
investments.

Chart 4.2.2: Share of financed SMEs investments by profile of activity
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- warehouse, cold storage facilities 632,49
- sorting, processing, packaging facilities
livestock production
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table grapes production

fruits production

87. Under YE financing, loans and matching grants are available for young entrepreneurs’
Moldovan citizens, who, at the time of application, are between 18 and 35 years old inclusive for men
and between 18 and 40 years old inclusive for women. Taking into account that, according to financing
Agreement (Danish grant no. 2000000703), the grant completion date was set at 31 December 2017,
therefore in 2017 was planned to disburse the total balance of USD 3.54 million for investments
financing and business plan development and trainings. Based on annual amount disbursed in 2016
(USD 641.5 thousand), this plan was too ambitious, thereby it was requested and, consequently
approved the extension of grant completion date by six months. The new grant completion date has
been set to 30 June 2018.

88. In the meantime, in order to accelerate the disbursement of grant funds, CPUI has requested
and IPSC has approved in December 2016 for implementation in 2017 the following actions:

¢ financing amount was increased up to MDL 700,000 with a 60%/40% loan/grant ratio.
During the reporting period, 134 YEs out of 162, or 82.7%, received the financing under the
Programm at new conditions.

e it was developed for YEs a new financial product which consists in partial reimbursement of
40% (maximum MDL 280.0 thousand) of eligible expenditures of investments related to value
chains activities supported under IFAD Programme. During 2017, CPIU has received 11
applications for reimbursement of eligible expenditures, of which 6 (six) were financed, two
are under examination and other three were rejected, being non-eligible.

¢ off-farm rural businesses were approved and included as eligible for financing.

During 2017, 14 YEs (or 8.6% of total number) received financing for the development of off-
farm activities, such: production of furniture, building materials, biomass pellets, laundry
services, small dental clinics.

¢ As mentioned, in order to facilitate the micro young entrepreneurs, it was approved by the
IPSC to include in the YEs financing scheme the micro young entrepreneurs, members of the
Savings and Credit Associations (SCAs). Unfortunately, the Ministry of Finance reject the
signing of amendment to Subsidiary Agreement, the reason being: credit risk mitigation. This
activity has not been implemented.

89. With the efforts of all Program partners, in 2017 has been disbursed the grant amount of USD
1.8 million, representing 65.6% of plan or 79.2% of appraisal target, for financing of 162 YEs,
representing 62.3% of plan or 81.9% of appraisal target. The CLD decision, taken in September 2016,
to lend to PFIs in foreign currency dropped in the first half of 2017 the disbursement of Danish grant
and stopped the disbursement of CLD funds. As a result of several discussions, starting from 19t June
2017, the CLD has abrogated the decision and has resumed the financing on loan portion to YEs and
the amount disbursed by PFIs from own fund to cover the loan portion, as temporary measure, was
completely substituted by CLD by end of 2017. As shown in table 4.2.3 the CLD contribution mounts to
USD 2.7 million.
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90. As marked* in table 4.2.3, based on IPSC decision to include in the YEs financing scheme the
micro young entrepreneurs (MYE), it was planned to finance in 2017 a number of 100 young micro
young entrepreneurs-members of SCAs, and use from Danish grant the amount of USD 250,0 thousand.
Due to MoF rejection to sign amendments, the financing of micro young entrepreneurs was suspended.
Therefore, in the table 4.2.3 the data is presented with and without projections for MYEs financing.

Table 4.2.3: Outreach achievement under YEs financing

YEs % of Total value, (USD ‘000) Average

. (1] .
investments | Noloans " panish grant PFls CLD Beneficiaries ~ Investment
financing cost

Plan 360*/260 40.0 3046.6* /2796,6 56.2* 3257.4 1610.2*/1540.7 29.4
Actual 162 259 1835.1  64.0 2707.2 2310.7 42.7
Actual/plan, % n/a /62.3 64.7 n/a /65.6 n/a 83.1 n/a /149.9 145.2

91. Beneficiary’s contribution reached the amount of USD 2.3 million representing 33.4% to total

investment cost, which exceeds the requested 10%. The PFIs are not required to contribute to YE
funding, however two beneficiaries have applied for a large loan amount than is provided under the
Program, thus they were financed from bank own resources. To note that the planned PFIs
contribution of USD 56.2 thousand is related to inclusion of micro young entrepreneurs financing
through SCAs.

92. As specified in Program design documents, priority for financing is given to start-ups and
women. It was estimated that approx. 30% of the supported projects will be start-ups and share of
women participation up to at least 40%. In the reporting period, from total number of YEs 23.5% are
start-ups and women participation in financing activities is 26%. There is a positive tendency of
women involvement in rural businesses. In 2017, from total number of start-ups 25.8% are women.

93. Based on demand, the largest share of portfolio, 32.9% or USD 604.4 thousand was used for
investments in fruit and vegetable production, followed by investments in crop production with the
share of 29.7% or USD 589,4 thousand that have been used for procurement of agricultural
equipment. An increase interest for investment represents livestock production and beekeeping. For
this sector it was disbursed 15,3% of total portfolio (see chart 4.2.3).

1 |
non-agriculture activities | 163,1
post harvesting facilities 197,9
beekeeping 96,4
livestock production | 183,9
field crops production and harvesting (tractors & agri... | | | | | 589,4
fruits and vegetables production | | | | | | 604,4
0 100 200 300 400 500 600 700
Chart 4.2.3. The structure of YEs loan portfolio
94, Under micro financing facility, loans are available to rural-based small holder farmers,

members of SCAs, for medium term investments in rural on- and off farm income generating activities.
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In order to facilitate the micro young entrepreneurs, it was approved by the IPSC to include in the YEs
financing scheme the micro young entrepreneurs, members of the Savings and Credit Associations
(SCAs). It was estimated to finance about 100 young MEs and use an amount of USD 318.8 thousand
from IFAD loan and USD 250.0 thousand from Danish grant. Unfortunately, the Ministry of Finance
rejects the signing of amendment to Subsidiary Agreement; accordingly the activity was not
implemented. The analysis of micro financing activity is based on planned data without projections for
MYEs financing.

95. During the 2017, 250 loans (or 113.6% to plan) were disbursed to micro-entrepreneurs,
members of SCAs. The total amount of USD 422.8 thousand, representing 110.8% of the estimations
for 2017, was channeled to MEs through two PFI: (i) Rural Finance Corporation -88.4%, and (ii) SCA
“Grimancauti” (approved for direct financing)-11.6%. As a wholesaler, RFC disbursed the loans to
micro entrepreneurs through 42 SCAs, of which 31 with license A and 11 with license B. The largest
amount of USD 242.1 thousand or 68.4% of loan portfolio was disbursed to “A” type license SCAs. To
“B” type license was disbursed the amount of USD 111.9 thousand, representing 31.6% of portfolio.

96. Though the micro entrepreneurs are entitled to a loan of up to a maximum MDL 100 thousand
(equivalent USD 5.0 thousand), the average loan is closed to USD 2.0 thousand, almost equal to the
maximum loan amount issued without collateral (according to RFC/SCAs credit policy). The PFIs
contribution is USD 74.9 thousand, representing 111.3% to plan and 15% to total loan or as requested
under the Programm.

Table 4.2.4: Outreach achievement under MEs financing

Total value, (USD ‘000
MEs investments | No of | % ( ) . Average
financing loans women | IFAD PFls Beneficiaries | loan, incl.
loan PFls
Plan* (included projections 320 30,0 700,0 123.5 119.3 2.57
for MYEs financing)
Plan (minus projections for 220 30.0 381,3 67,3 49,8 2,04
MYEs financing)
Actual 250 40.8 422.8 74.9 205.0 1.99
% achieved (actual/plan) 113.6 136.0 110.8 111.3 411.6 X
97. According to the Program conditions, loans to MEs are provided for on- and off-farm activities.

In 2017, 95,3% of loan portfolio was disbursed for on-farm activities, the most demanded being the
activities for livestock with a share of 38,1%. The fruit and vegetable production sector shows a
development trend, thus 28,1% of loan portfolio was used for fruit, berries and vegetable production.
Investments in field crops production continue to be requested (see detail in chart 4.2.4).

Chart 4.2.4. The structure of MEs loan portfolio

non-agriculture activities 19,7

post harvesting facilities 17,4

livestock production 164,8

field crops production and harvesting (tractors & agri |
machines ) |

fruits and vegetables production 119,0

.
I
b
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98. Gender focus of financing facilities. According to the Program conditions, financing services
are provided based on demand. Although, under the Program there are no facilities for women, during
the reporting period, under the financing activities the ME women participation is much higher than
projected, 41% vs 30%. The YEs women are closed to projected, representing 27% of total number of
financed with matching grant young entrepreneurs (see details in chart 4.2.4).

Chart 4.2.4. Participation of women in financing activities.

1

|
i

I
! ! i M projected

[

T
No of SMEs finaced |
1

!

No of YEs finaced - ;'
]
P i

|
|

i
|
|
1

W’

|
=L — !
—

. L —
No of MEs finaced | S Gimm— | mactual

.

/ e

4 |

/

7

99. The largest disbursements to YEs women in terms of volume and number were made by

Moldova Agroindbank (47%/40%), followed by FinComBank with a share of 29.5% by number and
Mobiasbanca GSG with a share of 29.2% by volume. The lider in MEs women financing is Rural Finance
Corporation having the share of 42.1% of women in terms of number and SCA Grimancauti -31.0%

100. Is to note that the women are present in all sectors, but the sector where micro entrepreneurs
women are most involved is non-agricultural activities with a share of 53,8% to total number of
investments made in this sector, followed by livestock production sector and post harvesting activities.
The sectors in which young entrepreneurs’ women are involved are largely similar to those of MEs: i.e
non-agricultural activities (35,7%), followed by post harvesting activities (33,3%). The fruit and
vegetable production sector show an interest for YEs women to invest in (29,6%). (see details in chart

42.5).

Chart 4.2.5. The structure of loan portfolio by sectors and gender

1 i i i i
non-agriculture activities 1} i i i i : z ! 53,8%
post harvesting facilities |# 42,9% women YEs
livestock production 1I I I : 7 I 45I9%
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fruits and vegetables production g 7,9%
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101. Financial provision of a SCA loan portfolio guarantee scheme (the “CGF”). As it was
estimated, during the year, MAFI and CPIU have negotiated with EMPARD, to contract an international
expert for validation of the CGF study done under the RFSADP. Is reiterated that the CPIU
commissioned a study to review the institutional options for the CGF. The study sets the context and
suggests different institutional options for a CGF for the entire financial sector, including for SCA.

102. To validate the CGF study, in the begging of June, EMPARD contracted an expert from Bulgaria,
with practical experience in CGF. Based on study done by CPIU and several meetings with different
representatives of the agricultural entrepreneurial ecosystem, the expert has elaborated an action
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plan and measures for the establishment of the Fund. The results were presented at national
workshop, organized in July, attended by 75 participants, representatives of competence ministries;
commercial banks; public institutions responsible for development and financing of agriculture; farm
associations, donors supporting agriculture. As a result, the participants have expressed the necessity
of creation of a new CGF for agriculture. A request for creation an AGCF was submitted to GoM by
MARDE.

103. Technical assistance and training. The objective of this activity is to support YEs and micro
entrepreneurs in capacity building and business plan development. In 2017 it was planned to continue
assistance for YEs and micro entrepreneurs, as follows:

business plan development support to prospective YE and micro entrepreneur borrowers;
Pre-financing training to prospective Programme YE beneficiaries;
Post financing training to Programme beneficiaries: YE and micro entrepreneur;

104. For the Business plan support, in June (tree months later than estimated, due to delay in
procurement activity) CPIU-IFAD selected and contract seven (7) service providers, the applicants
having the freedom to select service provider themselves from the approved companies, named
alphabetically:

. Agroinform FNAM

. Andrimia

. Business Development Capital

. Business Intelegent Services SRL & CEDR Promo-Terra
. Centrul de Consultanta in Afaceri

. Monelcons

. Proconsulting

105.  On the basis of proposed price offers, it was approved by BOEC the cost of the business plan, as
following: USD 300 for YEs and USD 150 for micro-entrepreneurs. The cost is paid by the beneficiary
and the Program in equal parts, i.e. 50/50. During the reporting period, 54 YEs (or 83.1% to plan)
received support on BP development through approved service providers and have got financing.
Receiving knowledge on how to elaborate a business plan within the pre-financing training under the
Programm, 108 YEs beneficiaries have developed individually the business plan.

106. As regarding the micro-entrepreneurs, taking into account the small loan amount they apply
for, the business plan is not required. For 2017 it was estimated to support the young micro
entrepreneurs on BP development, but due to MoF decision not to sign the amendment, the activity is
suspended.

107. As mentioned above, to resume active financing of YEs, it was developed new financial
products and several changes have been made. For dissemination of information regarding the new
financing conditions and changes under the YEs financing scheme, in the beginning of year it was
selected, for the organisation of promotion seminars, 8 (eight) companies that have offices in rural
area throughout Moldova. Starting from late June till end of September, the service providers have
organised 232 seminars in different villages throughout of Moldova promoting the services and
support provided under the Program to YEs. In total 3606 young people attended these informative
seminars.

108. Young entrepreneurs training and support. Under this activity, it was planned to provide
pre- and post-financing training to both target groups: (i) Young Entrepreneurs and (ii) Micro Young
Entrepreneurs -members of SCAs. Pre-finance training was offered to prospective YE applicants,
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who do not have sufficient or have limited knowledge and skills for running a small rural based
business and wish to develop it. Based on plan, the pre-financing training on “First Steps in
Entrepreneurship, Management and Financing Opportunities” was organised regionally: in north,
south and centre, thus ensuring coverage of all districts. For trainings held in the central part of
Moldova was selected and approved by BOEC the National Agency of Young Managers, for north and
south - Promo-Terra.

109. Training seminars were organized in the form of interactive workshops, theoretical seminars
combined with individual and group exercises, case studies for each topic and visits to two companies:
production of agricultural products of (i) animal origin and (ii) vegetable origin. The visits were highly
appreciated by participants, this being for them an opportunity to see real business, motivating young
people how to start a business, how to access financing and other relevant information. During
October-December, a total of 162 young entrepreneurs (or 73.6% to plan) attended the pre-financing
training sessions. From total number of youth trained in 2017, 29 persons or 18% have received
financing under the Program.

110. Post-financing training. Following the good practice from prevision years, the young
entrepreneur loan beneficiaries are invited to complete on-line application and choose the training
module they wish to attend. Based on YEs request and taking into account that 92.6% of YEs are micro
enterprises who do not have sufficient financial resources to hire an accountant and no knowledge in
maintaining the accounting evidence, in 2017 was developed a 3 days training module on “Business
and Financial-accounting management”. The training module was divided in two: (i) on day training
on Business Management was organised for managers and (ii) two days training on Financial-
Accounting Management-for accountants. To have it more accessible, the trainings were organised in
the regions: Chisinau and Balti. The 141 YEs have participated in Business and Financial-accounting
management trainings, who have appreciated the trainings as very useful, having the possibility to get
answers on questions they had regarding the accounting of grants, type of taxes, terms for submission
of reports and payment of taxes, other related.

111. In order to support YEs program beneficiaries in promoting their company and products, in
March CPIU has invited and covered the cost for participation of six Program YEs beneficiaries on
spring Moldagrotech exhibition. Participants have shown a growing interest, having the opportunity to
exchange views and establish contacts. As a result of participation, the beneficiaries reported to CPIU
an increase of sales.

112. In December 2017, it was organized a 5 days study tour to Denmark. Nine (9) YEs and the
representative from Ministry of Agriculture, Regional Development and Environment have attended
this visit. The scope of visits was to show YEs the best practices within the field they are operating. In
order to get as more as possible information from Danish experience, the participants were selected
from different sectors of agriculture: fruit and vegetable production, field crop production and
livestock production. The participants have visited a large number of farms: farms specializing in
production of fresh spices, cucumbers, chili peppers, potatoes and berries in greenhouses; producer of
various fruits. Other visits have been organized to producer of cereal and flour; farm with milking
cows; producer of cheese; producer of onions. In order to observe the process of selling the farming
products a few stops at sell market places in Nyborg and Odense have been made.

113. The study tour included visits and presentations at the Ministry of Environment and Food of
Denmark, visit at an Enterprise Europe Network contact point in Copenhagen, Visit at Dalum
Agricultural College, which outlined the main features of the Danish agriculture, the process of
providing support to entrepreneurs.. have the opportunity to
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114. Based on evaluation of visit questionnaire filled in by participants, the organization was rated
as satisfactory; the participants’ expectation was met. The main important thing mentioned by all
participants is cooperation of farmers. Besides the fact that participants have established direct
contact with Danish farmers and agreed on exchanging the information, the YEs established
cooperation between them. A special group on Viber was created, where participants in the study visit
to Denmark can communicate and further share experiences and knowledge for the improvement of
the farming system in the Republic of Moldova.

115. CPIU has planned to develop on ifad.md webpage, a platform, where the Programme
beneficiaries can on-line send questions related to their businesses and received the answer from
contracted by CPIU experts. The ToR was published in the beginning of May and extended two times,
but unfortunately, experts have not shown interest and the activity has not been implemented.

116. Micro-entrepreneurs business management training. To support micro-entrepreneurs,
Program beneficiaries, on capacity development needs on technical aspects of their business, in March,
it was selected and contracted Agrolnform FNAM, to organize the training of micro entrepreneurs-
members of SCA in the following fields: (i) cattle breeding technology; (ii) cultivation of vegetable in
green houses/open field; (iii) establishment and exploitation of orchards (emphasis was placed on
apple orchards), and (iv) field crops production. Based on request of micro entrepreneurs, the
trainings were organized in the districts: Briceni, Glodeni, Edinet and Chisinau, thus the participation
rate has been found to be higher. The trainings were organized in May and a total number of 143
micro entrepreneurs (6 groups) (including 55 women) within 30 SCAs attended this training. Within
each seminar, UCIP-IFAD representative shared information on financing opportunities available
under [FAD Programm and distributed to each participant practical guides on first steps in business,
access to finance, efficient management of business and flyers on available grants for Young
Entrepreneurs.

117. Gender focus of training activities. Under the training activities, projections of women
participation have been exceeded. An active participation, 5 times higher that projected, of women in
pre-financing trading shows an increased interest of young women in the development of a business.
Details are presented in chart 4.2.6.

Chart 4.2.6. Achievements of women participation in training activities.
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118. Capacity Development within the SCA sector sub-component. In order to build up the
Capacity Development within the SCA sector, it was planned to use an amount of USD 50.0 thousand of
IFAD loan and USD 60.1 thousand of IFAD grant and provide support to three key areas:

* capacity development support for SCAs;

* assistance to SCA apex organizations;

* assistance to the National Commission for Financial Markets
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119. Capacity development support for SCAs. Based on SCAs training needs and in order to
provide trainings to SCAs, in June CPIU selected and contracted Central Association of SCAs (CASCA)
provide training on Personal data protection and Recovery Debts from borrowers and EcoFin Consult -
to provide training on amendments of new Accounting Standards related to the activity of MFIs and
SCAs.

120. The training on Personal data protection and Recovery of Debts was organized in 2 sessions
(10 groups) in August and September 2017. A total number of 177 participants were trained
(including 101 women) from 168 SCAs and 2 Central Associations, representing 60% of the total SCA
sector. 29% of SCAs trained are B-licensed (which represents 79% of the total SCA sector) and 71% A-
licensed (which represents 54% of the SCA sector), 70.6% of participants were CEOs of the SCAs.

121. At the end of the second training session, TV channel “Agro TV” was invited and the info
regarding the SCAs’ training organized with IFAD support was broadcasted on the news bulletin at
19:00 on September, 15t http://www.agrotvmoldova.md/asociatiile-de-economii-si-imprumut-
instruite-de-ifad.

122.  The result and info on training of Savings and Credit Associations in the field of personal data
protection was published by the National Center for Personal Data Protection on their official website
and on Facebook http://datepersonale.md/md/newslst/1211/1/10705/.

123. The training on amendments of new Accounting Standards related to the activity of MFIs
and SCAs was organized during October-December 2017, under which were trained a total number of
228 participants (incl. 203 women) from 191 SCAs and 2 Central Associations, representing 69% of
the total SCA sector. 32% of SCAs trained are B-licensed (which represents 97% of the total SCA
sector) and 67% A-licensed (which represents 60% of the SCA sector), 68.8% of participants were
chief accountants and 20,6% CEOs of the SCAs. At the end of training course, each participant received
a certificate of participation.

124. To be mentioned that the training was organized as a continuation of the process of amending
the NAS of the SCAs to international standards, activity performed with the assistance and financing
under IRECR. "Methodical guidelines regarding the accounting particularity and presentation of
financial statements of SCAs" entered in force in January 20th, 2017 and starting from January 1st,
2018, SCAs must report according to new regulations. Therefore, the scope and training materials
were developed based on the new standards.

125. Capacity development support for Apex Organization. In January 2017, CASCA has initiated
and asked for the contribution on procurement of services related to elaboration of the new CASCA
webpage that will have sub-pages for SCA and will include the Credit calculator. Taking into account
that this activity is to disclose the information related to IRECR and its products and conditions, the
support was approved and the amount of USD 500 was disbursed to CASCA. Credit calculator, which
includes data of IRECR loan provided to SCA members, can be accessed by SCAs staff and members on
the CASCA webpage http://aei.md/en/calculator-credit. One of the advantages of the performed credit
calculator is calculation of the effective interest rate taking into account annual interest rate,

commission, estimated repayments, term and grace period.

126. Asaresult of SCAs training on personal data protection, on behalf of SCA, CASCA has requested
additional technical assistance in providing support to SCAs on registration as personal data operator
that is mandatory according to the law in force. The awareness on registration as personal data
operator and the importance of personal data protection was raised as a result of attending the
trainings organized under IRECR. Therefore, a contract on providing assistance to SCAs on this issue
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was signed with CASCA in December 2017 and by the end of July 2018 is estimated that 150 SCAs will
be registered as personal data operator.

127. Capacity Development for NCFM. In June 2017, AO Alternative Internationale de Dezvoltare,
with IRECR support, has finished the study on the role of the Savings and Credit Associations sector in
providing payment services to the population in rural areas. According to service providing Contact,
the study includes the assessment on international practice, identification of responsibilities of NCFM,
Apex organization of SCAs, SCAs, proposal on amending the Legislation and description of possible
model on providing payment services by SCAs, that could play a significant role in providing
competitive payment services to the rural population, taking into account their strong presence in
rural areas and financial specifics of their activity. The assessment includes detailed findings based on
interviews with SCAs, payment service providers, including, Banks, and questionnaires with SCAs
members, calculations on different models of providing payment services, recommendations and an
action plan for including the SCA network in the national payment system. Based on study results, it
was developed an action plan for future assistance of inclusion of SCA in the national payment system.

128.  The planned support to NCFM on (i) assessment of present monitoring and supervisory tools
and practices and (ii) support for the feasibility study on setting up a savings/deposit protection
scheme in SCAs, based on international practices and regulatory impact assessment were suspended,
due to delay of some preparatory work.

129. Based on Program documents, under the IRFCD component, in 2017 the following monitoring
activities were carried out:

*  Monitoring of PFI eligibility criteria based on quarterly financial reports;

e Pre-financing monitoring of applicants. To ensure that there is no fraud and beneficiaries
are treated fairly and responsibly by PFIs, CPIU has elaborated, in line with the principles of the IFAD-
endorsed SMART Campaign, a questionnaire, which includes, questions on loan proceedings, Smart
Campaign principles compliance, assessment of training needs and others.

In 2017, 100 of YEs and 79 of micro entrepreneurs financed were subject to telephone questionnaires
as part of the pre-financing monitoring. The results of pre-financing questionnaires emphasized 100%
MEs satisfaction towards the activity and professionalism of SCAs and RFC staff. None of the SCAs
members claimed difficulties or obstacles on applying for financing from IFAD Programs. 70,9% of
beneficiaries questioned are not registered officially and their business activity serve as an additional
form of revenue.

Regarding the compliance of SCAs to Smart Campaign Client Protection Standards 72% of members
are aware of general financing conditions including: loans terms (94%), grace period (71%), interest
rate (68%) and commissions (53%).

Information on IFAD Programs opportunities, for 77,2% of members, was provided by SCAs and RFC,
22.8%- from friends, relatives and town hall.

Regarding the training needs, 72,2% of members expressed their interest for participation in on-farm
business activities development, business management and planning trainings, financing
opportunities.

* Post-financing beneficiaries monitoring activity includes: (a) verification of receipt of funds
by beneficiaries and ensuring that the loans are in the beneficiaries’ best interests; (b) verification of
loan destination, to ensure that the Program fund were used as it was approved. During the reporting
period it was visited 24 YEs, 45 MEs and 16 SCAs. Is to mention that all beneficiaries and SCAs are
performing well and it has not found any irregularities or noncompliance. Following monitoring visits
was collected success stories among SCAs members, therefore 13 successful stories were published on
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CPIU-IFAD website http://www.ucipifad.md/success/show/28/Realizrile-notabile-ale-membrilor-

asociaiilor-de-economii-i-mprumut/ and Facebook page UCIP - IFAD Moldova.

In 2017, as mentioned below 16 SCAs from 10 districts were subject of post-financing monitoring (14 -
Alicensed and 2 - B licensed), that represents 30% of total SCAs financed under IFAD VI. Monitoring of
SCAs suppose the completion during the visit of a monitoring form designed by CPIU. First part
includes data on financial performance of SCA on the last periods, information on financing resources,
the compliance to prudential norms, the provisions of the loan agreement and the disclosure on [FAD
Program (including interest rate, commission, Programm, co-financing investment by IFAD and RFC).
Additionally, during the monitoring visits, 2-3 loan agreements were checked on compliance with
credit conditions set out under the Program, including, the loan amount, term, disbursement date,
destination and others. The second part of monitoring form includes an assessment of the technical
and training capacities needs of SCAs.

As a result, the following conclusion could be envisaged:

(1) SCAs disburse loans to their members from following financing resources: equity capital,
RFC, IFAD, CASCA. The share of IFAD resources in total loan portfolio vary from 5% to
30%.

(2) The interest rate for loans disbursed from other resources then IFAD are granted with an
average interest rate of 22% (19-26%) and a commission of 2-7%. The SCAs margin on
loans financed from RFC, CASCA and equity resources is of 10% that is 2 times bigger than
to IFAD loans margin of 4%. SCAs claim a larger margin of 6% for IFAD loans in order to
cover their fixed operational costs.

(3) The loan agreements signed with the beneficiaries financed from IFAD programs mostly
ensure the disclosure of information on heh facilities and benefits of funding under the
IFAD Programs, the loan conditions and purpose.

(4) 100% of SCAs didn't claim obstacles regarding the financing conditions, except, the period
of up to 2 weeks for accessing the funds for their members that are not willing to expect
more than 1 week and, in some cases, no more than 1-2 days.

(5) 13 of 16 SCAs are not willing to merge with other SCA.

(6) The loans evidence and bookkeeping are performed using informational systems 1 C or
Evida (9 of 16), but 7 of 16 SCAs use manual evidence using paper registers. The financial
reports are performed manual by 15 of 16 SCA using an excel sheet that was not updated
after the amendments on prudential norms from October 2016. With support of IFAD
starting with January 1st, 2018, all SCAs will report financial situations using online data
base https://mis.cnpf.md/

130. The IFAD mission recommendations started to be implemented in 2016 and were completed in
2017. The following were recommended and implemented:

Recommendation 1: Build synergy between components: Systematically assist Component 1
beneficiaries to access the financing and training opportunities under Component 2 and other
products available in the financial sector.

CPUI-IFAD has developed for young entrepreneurs, a new financial product which consists in
partial reimbursement, in proportion of 40% of the investments related to value chains activities
supported under IFAD programmes. In December 2016, the IPSC (Decision nr.3/16) approved
amendments of the PIM of the IRECR, sub-component B "Financing of young entrepreneurs"”
regarding awarding grants to young entrepreneurs in order to stimulate investments that are
related to value chains under [FAD Programmes

Recommendation 2: Conditional Resumption of PFI lending: Resume lending for a period of
six months to a PFI if it meets these four conditions: (i) PAR and write off in primary agricultural
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sector in line with programme eligibility criteria; (ii) PAR and write off of RFSADP loans in line
with programme eligibility criteria; (iii) the "average for the last 12 months of nonperforming loan
rate should not exceed the average for last 12 months of nonperforming loan rate in the banking
sector"; and (iv) compliance with NBM requirements and requests, including the approval of the
Moldindconbank diagnostic study and action plan if so requested. After six months, IPSC should
review this arrangement.

In November 2016 (Decision no 2/16) the IPSC reviewed the PFIs performance and its eligibility
and agreed to expend (till 30.04.17 and that till 30.10 2017) the measure of substitution of the PFI
eligibility criteria for PAR>30 days and the write-off ratio by the following indicators: (i) PAR>30
days and the write-off ratio for agriculture loans do not exceed the limit of 8% and 3%
accordingly; (ii) PAR>30 days and the write-off ratio for loans disbursed within RESADP (IFAD
V) do not exceed the limit of 8% AND 3% accordingly; (iii) Non-performing loan rate should not
exceed the average for the last 12 months of non-performing loan rate on the banking sector; and
(iv) the bank will comply with the requirements and requests from NBM (for banks that are
under special supervision).

Recommendation 3: Expand YE Loan and Grant Ceiling: Increase YE financing maximum to
MDL 700,000 with a 60-40 loan/grant ratio and allow previous beneficiary YEs to access support
for new initiatives in the business. Explore the possibility and modalities to develop a grant
window for youth engaged under component one.

In November 2016 (Decision no 2/16) the IPSC approved the increase YEs financing to MDL
700,000 with a 60-40 loan/grant ratio and previous YEs beneficiary are allow to access
repeatedly for loans with grant component, if the requested financial resources are for business
expansion from production to processing / sorting / packaging / marketing of the previously
financed business. The amendment of Subsidiary Loan Agreement with PFIs was signed in
February 2017.

Recommendation 4: Expand YE Facility to MEs through SCAs: Extend the loan/grant scheme
similar to the YE model to MEs through SCAs on a pilot scale (100 borrowers).

1. The amendments to the PIM of the IRECR, sub-component: ,Micro Financing through
SCAs", on financing of young entrepreneurs, members of the SCA, with a grant
component was approved by IPSC in December 2016 (Decision no.3/16), but MoF
suspended the signing of the Amendment, the reason being: credit risk mitigation.

Recommendation 5: Direct Lending to SCAs: The CPIU direct lending to be limited to SCAs
which have the scale and capacity to deliver loans to large numbers of beneficiaries (both CUSCA
and CASCA members).

Based on IRECR condition, no MFIs/SCAs have priority for direct lending; they may apply and can
be approved if they meet the eligibility criteria set up under the Programme. The CASCA and
CUSCA can be approved if they will meet all the criteria.

Recommendation 6: Denomination of Loans in Local Currency: The mission strongly
recommends that the IPSC urge the MoF and CLD to continue lending to PFIs in local currency as
stipulated in the PIM especially to enable the project to utilize the grant funds available from
DANIDA for the YE programme.

The IPSC (decision no. 2/16 November 2016) agreed to ask the Ministry of Finance to require
DLC to review the decision on disbursement of loans in foreign currency and to disburse loans
for young entrepreneurs, beneficiaries of IRECR in national currency as stated in PIM of the
Programme and according to the Subsidiary Loan Agreement signed between the Ministry of
Finance and partner banks.

The CLD decision to lend to PFIs in foreign currency was abrogated at the end of June 2017 and
the loan amount disbursed by PFIs from own funds, as a temporary measure, was substituted;
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Recommendation 7: Credit Guarantee Facility: With support from specialized service provider,

validate the CGF study, secure consensus and ownership among stakeholders, and operationalize
it, if appetite and conditions exist.

In the begging of June, in collaboration with EMPARD it was contracted an expert from Bulgaria.
The expert has proposed an action plan and measures for the establishment of the Fund. The
request for creation an AGCF was submitted to GoM by MARDE.

Recommendation 8: Sector Analysis Carry out an SCA sector analysis using international SCA and

Apex development experience with support from ILCUF.

Contracted by IFAD, Michael Gannon, Credit Union Development Adviser of ILCUF, has visited
Moldova in November 2016 for working on the Moldovan SCA sector assessment. According to
the schedule the draft of assessment was planned for February 2017.

The workshop was organized in April 2017, in Chisinau. Based on this study IFAD is preparing a
small grant proposal for SCA members business deployed from remittances, estimated to be
implemented by NCFM.

Recommendation 9: Stabilization Fund Support initiative to research and create a Stabilization
Fund for SCAs

Based on Moldovan SCA sector assessment and if the necessity and interest from Apexes is
confirmed, the programme will assist NCFM/Apexes in creation of Stabilisation Fund

Recommendation 10: Training Needs Assessment for SCAs: Carry out SCA sector training
needs assessment. Assist the apexes to develop a structured training programme to help SCAs
meet the minimum competency requirements for key staff.

The apexes have developed a training programme, based on which were organised trainings and
support for SCA in 2017. For SCAs members the training needs are collected from interviewing of
member, either during field visits or by phone.

Additional training for SCA members on financial education is estimated to be organized in 2018.

4.3 Component 3: Infrastructure for Rural Resilience and Growth (IRRG)

131. The component will support three types of investments in public infrastructure:

Small-scale water supply systems. This will include rehabilitation and construction of water source
points (pumping stations on rivers and reservoirs) for irrigation systems and other production and
processing purposes. Drinking water schemes may also be supported if they are considered as an
integral and feasible part of a productive scheme, but is not the main investment target.

Rural transport infrastructure. Inter-field and village level roads, including small bridges, will be
constructed or rehabilitated in order to reduce transport time, post-harvest loses and transaction

costs while simultaneously diversify market outlets options for producers, increase predictability and
integrate producers more firmly in higher added value chains.

Village level market places. Support will focus on market place rehabilitation and related facilities such
as storage including smalls-scale refrigerated rooms for short-term storage, waste management and
basic sanitary standards.

132. Total cost. For implementation of IRRG component, during 2017, has been allocated the amount
of USD 2.3 million, including USD 1.58 million from IFAD Loan, USD 30.6 thousand Grant, USD 314.0
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thousand beneficiary contribution and USD 398.8 thousand Government contribution (see details in

table 4.3.1).
Table 4.3.1: Annual Plan vs. Actual Figures, by financiers (USD ‘000)
IFAD GoM Beneficiaries @ Total
2017
Loan Grant

Civil Works 1570,0 - 376,8 314,0 2260,8
Design - 7,5 5,3 - 12,8
Supervision 17.0 - 121 - 29'1
Support to development of investment | 231 46 ) 277

roposals

Civil Works 501.3 - 100.1 0.3 601.7
Design - 3.5 0.7 - 4.2
Supervision 1.2 R 0.8 R 2
Support to development of investment | 42 0.4 ) 4.6
proposals
Disbursed (%) 32% 25% 26% - 26%
Table 3.2.6: IRRG outputs, people
Appraisal Plan Actual
Indicators Unit Updated 2017 2017 Cumulative %
MTR
- p - o
Fma-mced infrastructure investment Number 25 1 5 10 40%
Projects
Roads constructed KM No target 1332 39 6,629 50%
Irrigation systems | KM 3,8 38%
No target 9,96 3,8
constructed/rehabilitated (KM) otarge ’
Hectares of land irrigated HA No target 104 104 -
Village Market Places Number  No target 0 0 -
Bridges constructed Number  No target 1 1 2 -
Grf)ups established .f(.)r the administration Number 25 5 10 40%
of infrastructure facility
Groups with women in leadership position | Number 1 1 2 200%
People in groups managing infrastructure Men 12 33 61 508%
People in groups managing infrastructure Women 1 7 13 1300%
Beneficiaries of financed infrastructure Men 5636 1102 1037 1597 28%
Beneficiaries of financed infrastructure Women 5865 1287 1052 1612 27%
.. Men 5635 1102 1037 1597 28%
Total IRRG beneficiaries Women 5865 1287 1052 1612 27%

133. Based to the Minute Notes nr. 201 from 22.11.2016, of the Selection Committee, were approved
the projects to be financed during 2017. From the 24 applications received by the CPIU in 2016, 11
have been disqualified (6 at prequalification study and 5 have not met the financial viability (rate of
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return higher than the opportunity cost of capital of 10%) and 13 have been approved. Thus, to the
selection committee have been proposed 13 projects and 11 of them, within the budget limit, have
been approved, according to the Minutes nr. 201: (village Climautii de Jos, Soldanesti district; Sculeni
village, Ungheni district; Tareuca village, Rezina district; Bujor village, Hincesti district; Telita village,
Anenii Noi district; Hagimus village, Causeni district; Copceac village, Stefan Voda district; Saghineni
village, Ungheni district; Bogzesti village, Telenesti district; Stolniceni village, Hincesti district;
Vorniceni village, Straseni district;) other 2 will be in the waiting list (Lozova village, Straseni district;
Cucoara village, Cahul district).

134. During of 2017, from 13 infrastructures objects (including those from the waiting list), where
implemented only 5 of them. Reason being:

1. Copceac village, Stefan Voda district - during the design works of infrastructure object (road
segment) was found that the implementation of construction cannot be done because the
road segment proposed by the village and client-group does not have the necessary width to
be designed according to the national norms in force.

2. Hagimus village, Causeni district - village and client-group does not have found solution to
to reach a consensus with Agency, Apele Moldovei, (agency that has the role of regulating the
water in RM).

3. Climautii de Jos village, Soldanesti district - issue was related to collection of the necessary
contribution from beneficiary.

4. Tareuca village, Rezina district - issue was related to collection of the necessary contribution
from beneficiary.

5. Bujor village, Hincesti district - issue was related to collection of the necessary contribution
from beneficiary.

6. Sculeni village, Ungheni district - issue was related to collection of the necessary
contribution from beneficiary.

7. Bogzesti village, Telenesti district - issue was related to collection of the necessary
contribution from beneficiary.

8. Cucoara village, Cahul district - issue was related to collection of the necessary contribution
from beneficiary.

135. Implemented activities. Activities that were implemented during of 2017.

January-February was collected the beneficiary contribution from all selected projects;
January-April was announced a new competition for applications to be financed in 2018. The
announcement of the competitive grant awarding process was published in at least three national
newspapers, promoted at national radio and television.

February-May were prepared the terms of reference for selection of entrepreneur and technical
supervisions;

April-June was conducted the procurement and selection process of civil works for infrastructure
projects, based on a competitive bidding and according to the specifics of each project;

April-June civil works’ supervision was provided - for each of the infrastructure projects was selected
a supervisor who made the supervision of infrastructure project implementation based on a contract
signed with CPIU.

April-June were undertaken monitoring of civil works for ongoing infrastructure works.

May-June was assessed funding applications for 2018 (prequalification study).
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April-June was transferred to the local authorities’ balance sheet, the projects, which have been
constructed in the previous year.

July-September was conducted the selection process for Company which made prefeasibility study
for new applications.

July-December were undertaken monitoring of civil works which were selected in 2017 (5
infrastructure objects. Description below)

Fig.3 Rehabilitated road in Vorniceni village, Straseni district 2017

136. One of the challenges encountered during the implementation period was related to selection of
technical supervisors for the sites. Due to the fact that most of them have ongoing projects which they
are part of, the CPIU encountered lack of bidders at tenders and in many cases was a need for
extension. To avoid such situations, for future is planned to conduct an information campaign at the
beginning of the year related to upcoming projects.

137. Another issue as mentioned above relates to collection of the necessary contribution from
beneficiaries. To improve in the better way this point was proposed, based on IPSC decision no.1/17
dated June 16th, 2017, to include some changes in Client’s contribution in the IRRG Component
Operational Manual. Was decided: The minimum Client contribution will be in cash only by the
applicants and will represent a minimum 15% for first time beneficiaries (including up to 7%
contribution of LPA Primaria) (adjusted based on IPSC decision no.1/17 dated June 16th, 2017).
Applicants from the communities, which previously benefited from infrastructure investment grants
financed from other CPIU-IFAD projects and programmes will contribute with 30% (second participation
including up to 15% contribution of LPA Primaria) (adjusted based on IPSC decision no.1/17 dated June
16th, 2017) and 50% (third participation, including up to 25% contribution of LPA Primaria) (adjusted
based on IPSC decision no.1/17 dated June 16th, 2017) of the total estimated value of the investment.
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138. At previous supervision mission from October 2016 was noted several recommendations, one of
this recommendation was to revise the PIM. In June 2017 was approved all improvements in the IRRG
Component Operational Manual as per the mission’s recommendations.

4.4 Component 4: Programme Management
139. The overall management of the Programme lies within the responsibility of the CPIU-IFAD,

established by the Government Decree, entrusted with responsibility for implementation activities
coordination, including financial management. Currently, the CPIU-IFAD comprises 14 fulltime
employees, including the CPIU director, 11 specialists in charge of the on-going programme’
implementation and two technical staff.

140. During 2017 some staff changes intervene: project assistant, procurement and VCD specialists
have resigned. A new project assistant and a new Procurement specialist were contracted on vacant
positions, VCD specialist positions it is still vacant.

141. CPIU will continue to exercise its responsibilities in terms of:

Programme implementation in technical and financial terms, as well as supervision of the overall
activities thereof;

elaboration of the AWP&B for 2018;

procurement under the Programme’s components as per 2017 AWP&B;

monitoring and evaluation of the Programme’s impact in compliance with the RIMS indicators and
other additional indicators which will enable Programme performance assessment;

preparation of progress reports, with continuous improvement thereof.

142. Total cost of the component to ensure management of IRECR, planned for 2017 amounts to USD
384.0 thousand. This includes a USD 261.1 thousand IFAD loan contribution, USD 18.0 thousand IFAD
grant and USD 32.7 thousand GEF. The donor funding has generated an amount of USD 72.2 thousand
GoM contribution as forgone VAT and other taxes.

Table 4.4.1: Plan vs. Actual Figures, by financiers (USD “000)
IFAD GEF GoM Total
2017
Loan Grant

PM Investment Costs

42,0

Recurrent Costs

342

PM Investment Costs

2.9 2.6 2.7 1.2 9.4
Recurrent Costs 244.4 21.0 75.8 341.3
Spent (%) 95% 14% 72% 107% 91%

143. By the end reporting period, for Project management, were realized 91% of the plan budget (see
details in table 4.4.1).

4.5 Monitoring and Evaluation
144. During 2017 the M&E unit, individually or with colleagues responsible for lending, has made a
set of visits to IRECR beneficiaries. These visits were focused on monitoring YEs, SMEs, members of

SCAs, Farmers Field schools, Conservation Agriculture Grants beneficiaries and Infrastructure
projects.
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145. Young entrepreneur visits: In the 2017 were visited 24 young entrepreneurs, including 10
women. During the visits were observed different types of businesses: off-farm activities (3
beneficiaries), beekeeping (4 beneficiaries), perennial plantations (5 beneficiaries), livestock (5
beneficiaries) and field crops (7 beneficiaries).

146. From visited young entrepreneur’s businesses, no deviations were detected, %2 of the financial
resources disbursed were used for tractors and agriculture equipment (46% from total young
entrepreneur visited), followed by livestock and/or equipment for livestock with 17% from total.
Young people are oriented to purchasing Belarus tractors (MTZ-82) due to their low costs.

147. Majority of young entrepreneurs visited are actively involved in business or are assisted and
guided by parents or by husbands in cases of women; all visited entrepreneurs have great potential for
developing their business.

148. Among the main limitations that face young entrepreneurs at the moment is lack of permanent
and seasonal workers. Since many of the village people are abroad, especially the young and active
ones, IFAD beneficiaries struggle in finding appropriate and reliable labor force. Second difficulty is
the sales prices, market is being dominated by intermediaries which set the acquisition price very low,
especially for small businesses like those operated by youth.

149. Another problem of youth is that they do not know in detail the technological processes
leading to higher productivity of agricultural production, another part does not have the necessary
experience in business, in this case are welcome the trainings in their specific domains. Thus, YEs are
invited to fulfil online application and mark the domain they are interested to be trained.

150. Young entrepreneur Case study Dental Clinic: Mr. Topalov Marin is a 33-year-old ambitious
young man from Cimislia, a city situated at one hour drive from the capital Chisinau. Being born in a
family of doctors, his father - a surgeon and his mother a dentist, it was a natural thing for him to
continue his career in the medicine as his parents. After graduating the medical university and
becoming a licensed dentist he started working at the state hospital in Cimislia. Right from the start,
Marin knew that he was going to initiate his own business. About 6 years ago, he opened his own clinic
in his native village. At the beginning, it was just him and his mother operating the whole business, the
equipment they bought was new but of quite low quality.
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151. It was all going well for a while and they started accumulating the permanent client base which
trusted them in performing such important services. However, after a few years, the equipment they
bought started wearing out pretty quick. Quite often had they need in maintenance and replacement of
spare parts. This, in turn, caused stops in their work and inconvenience for local customers - a lost
profit.

152. Thatis why, at mid-2016, Marin, being decided to upgrade his equipment, went to a local bank
to obtain financing, since his own money could not cover the whole cost. By bank which is partner of
the project, he was offered to access IFAD resources for Young Entrepreneurs and in August 2016 he
has procured the needed equipment to fully equip one of his offices.

153. The young entrepreneur is very satisfied with his new equipment. It has increased
functionality, including illuminated tools and high pressurized water for cleaning, which, according to
the young entrepreneur, is the next step in this domain and in line with modern available technologies.

154. Having use of the equipment for around one year, Marin states that there is high improvement
both in quality and quantity of his services. At the moment he employs two other people and they
together serve an average of 10 to 12 patients per day. People from the village are very satisfied as
they do not need to travel to the city to get such services. People are coming for services from nearby
villages and Cimislia; even from abroad when they return for vacation.

155. Among the main limiting factors he considers lack of labour force. Most of the specialists are in
Chisinau and he is still looking for an assistant and one additional specialist to expand his business
since there is enough demand.

156. Thus, with a well planned investment, the young entrepreneur has reached a higher stage in
modernizing his business, providing high quality services to rural people at affordable prices.
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157. SME visits: In 2017 were visited 2 SMEs. It is noted that SMEs are financially better ensure
compared young entrepreneurs and afford to invest in businesses more sophisticated and procure
expensive modern equipment. The visited businesses have invested in purchase of poultry of breed
that have a higher yield in meat production and equipment for them; in the second case were
purchased post harvesting machinery for almonds.

158. It can be mentioned that procurement of equipment shows expansion of SME beneficiary. The
same main problem faced by SMEs is the lack of qualified personnel since many people are abroad.

159. SCA members visits: In collaboration with the rural finance department were visited 16 SCAs
and 45 of SCA members, of which 13 women. The visits to members included investments in perennial
plantations followed by non-agricultural businesses. SCA members are people above 40, financially
limited, and in most cases doing the family business generating income for consumption. This
naturally triggers amounts of loan which are also very small, especially due to the ceiling of the non-
collateral loans stated by SCAs. Also, can be observed that SCA members are less informed about
financing opportunities, subsidies, knowledge of technological processes of agricultural production,
thus it is welcomed any contribution in trainings for them. Based on their requirements, the training
modules are elaborated under component 2.

160. SCA member Case study animal production: Under micro financing facility, loans are
available to rural-based small holder farmers, members of SCAs, for medium term investments in rural
on- and off farm income generating activities. One of this type of beneficiary is Divizinschi Andrian,
young member of SCA CARACUI situated at 56 km from Chisinau in Sarata-Galbena village, Hincesti
rayon.

161. Beneficiary has set up a mini-farm growing pigs, outside his village. He is 29 years old, and for
a period of more than 5 years has been abroad trying to accumulate the needed capital to initiate a
business. Two years ago, with earned money he decides to come back home near his family and open a
mini-business.

162. From the start, beneficiary acquired some land and built a space for growing pigs. With IFAD
resources (25 500 MDL=USD 1275) he bought 5 female inseminated pigs and build the well for water
supply of the mini-farm. In order to ensure access of electricity to the farm, the beneficiary has
installed a solar panel worth 500$. The solar generated electricity is the only feasible solution in his
case, the farm remote location, in order to be connected to centralized electricity from the national
service provider, requires a huge investment of approx. USD 3-4 thousand, money that the farmer
simply does not have.
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163. Atthe moment, beneficiary's business is not registered as a legal entity, young member has 50
pigs. In addition, he processes 4 hectares of land, of which 2 ha feed for livestock and 2 ha of peas. Pigs
are sacrificed under domestic conditions and kept in the refrigerator for selling the next day. The meat
is sold on the agricultural market in the village of Sarata Galbena, Chisinau or at the order for
individuals.

164. Infrastructure: Representative of the M&E unit is part of the Selection Committee for
Infrastructure Development Component. Thus, at mid-June have been visited 18 potential producer
groups that applied for financing in 2018 and have passed the in-office qualification stage. Under the
current application procedure applications have been submitted for all three types of infrastructure,
being approved for the next stage 13 groups of farmers.

165. Infrastructure case study, Mereseuca village: The village Mereseuca from Ocnita district has
applied for support under the infrastructure component in 2015. A group of five farmers with their
production areas and lands located in a remote area outside the village, on a steep hill, manifested
interest in rehabilitating a road segment of 1.6 km.
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Fig. 4 Road from Mereseuca village, selection stage

166. Mereseuca village is situated in the Northern part of Moldova, at a 250 km distance from the
capital Chisinau and at the application stage had a population of 1 115 people (547 households). The
data at mid-2017 shows a decrease in population size with 55 people, a trend negatively influencing
the overall development of the village, but naturally happening in Moldova in the last period of time. At
the same time, from an activity point of view, the number of registered economic agents has increased
with a moderate 2 units. Due to limited financial capacity of the mayoralty, the IFAD contribution was
the sole investment in the village since 2015, no other infrastructure project being constructed or
rehabilitated.

167. Construction of the road has taken place in the second half of 2015, during a three-month
period. The mayoralty being interviewed was declared being satisfied both with the IFAD
collaboration as well as the construction works.

168. The applicant client group has its main activities agricultural production, including field crops
and fruit production. Due to the fact that the storage capacities of the farmers are located uphill, the
access to the markets and for clients was very limited in conditions of rain and snow. The main effects
reported by beneficiaries are improvement in the access to production and storage capacities and
markets, followed by reduced transportation and maintenance expenses. The buyer seller interaction
has also improved, all beneficiaries reporting medium to considerable increase in number of clients.
169. At the moment of the visit, one of the beneficiaries was loading a truck of fruits from the cold
storage, the truck being able to reach the facility with no problems.
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Fir.6. Road from Mereseuca village,2017

170. Even if no major changes have yet been reported by the beneficiary client group, the area
under management has increased from 345 hectares to 413 hectares, mainly rented, and the total
number of employees has increased from 18 to 25, including 12 men and 13 women.

171.  Aside from the client group, the road serves as the main access of the population to the fields. It
is estimated that a total of 167 households are indirect beneficiaries, families that have fields in the
area accessed by the road. During the field visit, people were traveling with tractors, automobiles and
carriages back and forth using the road at its capacity.

172.  The only issue raised during the visit was the insufficient level of maintenance performed by
the local authorities, since the soils washed by rains were still on the road and the water draining
canals were not sufficiently cleaned of weeds. This was discussed with the client group and agreed on
more efforts to be directed.

4.7 Targeting

173. This chapter will focus on the types of beneficiaries that the project is supporting and their main
characteristics. As there was no baseline study undertaken at design of the project due to demand
driven character and nationwide coverage, this chapter is to provide information on the type of
beneficiaries supported so far. As the project progresses, the beneficiary database is expanding, so
their characteristics may vary from one year to another. Based on the baseline characteristics, the
actual progress of the project will be measured.

174. Compared to the impact assessment chapter, targeting component includes the whole set of
beneficiaries up to the end of the reporting period.
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175. In order to categorize the overall set of beneficiaries, the proxy indicator of land under
management is to be used. A set range of variables was chosen, starting with less than 15 hectares and
up to more than 500 hectares total per enterprise. These include both owned and leased land.

Table 4.7.1 Distribution of beneficiaries by land size, 2017

Less than 15 ha >15to 50 @ >50to0 300 >300 to >500 ha
ha ha 500 ha
Farmer Field Schools 0% 0% 33% 17% 50%
SME Loans 23% 21% 21% 6% 28%
YE Loans 49% 37% 14% 0.7% 0.7%
Infrastructure 67% 15% 12% 3% 3%

176. As might be seen from table above, the distribution of project beneficiaries differs from one
component to another. Thus, under the young entrepreneur financing, more than 86% of beneficiaries
have less than 50 hectares, with the highest share being those under 15 hectares.

177. Under the SME financing, the distribution is distributed equally among enterprises managing
between 0 to 300 hectares (21% - 23%) and those with more than 500 hectares (28%). In the case of
the latest these are enterprises involved in field crop production and most of the land is rented.

178. Under the farmer field schools, land distribution is more towards enterprises managing more
than 300 hectares total and the highest share, 50% is for those with more than 500 hectares. The
farmer field schools serve as intermediary organizations which possess experience in conservation
agriculture and have as the main role to transfer knowledge to small farmers in the region. The size of
their farm is mainly composed of rented land, or in some cases, are state owned enterprises which
have been attributed at privatization big parcels of land.

179. Once trainings will be conducted under the climate change component, separate analysis will be
provided under the trainee characteristics.

180. In order to further increase knowledge about project beneficiaries, below will be presented the
profile of a typical beneficiary Young Entrepreneur and an SME accessing financing under the project.

181. An average young entrepreneur is a male or female, with ages between 18 and 40 years which
start a business in the rural area. The enterprise run by young entrepreneurs would hire at baseline
around 2 people, gender distribution being more oriented towards men, with an average per
enterprise of 1.4 units compared to 0.8 units for women. In terms of timing, permanent employment is
around 1.7 people per enterprise and seasonal employees are around 0.5 per enterprise.
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182. Young people use both owned land and leased one. The owned land is of 3.9 hectares per
enterprise and the rented is 16.1 hectares, being leased from an average of 8 people and paying MDL
1.2 thousand per year per hectare. The people employed full time are paid MDL 2 319 on a monthly
basis and the seasonal labor is paid MDL 145 per day.

Table 4.7.2: Loan/grant client profile, (average per enterprise)

Indicators
Entrzglrl:feurs SMEs
1. Employees 2.2 13.9
1.1 Men 1.4 9.9
1.2 Women 0.8 4.0
1.3 Young 1.4 3.7
1.5 Permanent 1.7 11.7
1.6 Seasonal 0.5 1.7
2. Average monthly salary, MDL 2319 2363
Average daily salary, seasonal labor 145 173
5. Land ownership, ha
5.1 Owned 3.9 9.6
5.2 Leased 16.1 339.6
5.3 Number of people lease 8.1 231
6. Rent per hectare, MDL 1217 1026

183. An average SME applying for financing under the IRFCD component employs around 14 people
at their farm, the gender distribution being at 30% for women employees. Permanent employment is
predominant, with an average of 11.7 people per enterprise and seasonal employees are positioned
low at 1.7 average, mainly due to the fact that the share of enterprises in need of this type of
employment is low. The permanent employees are paid on a monthly basis with MDL 2.4 thousand
and the average daily salary for seasonal workers is 173 MDL.
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184. Being at a higher stage of development, SMEs are able to manage way more land than young
entrepreneurs, most of it being rented. Thus, an average SME would administer 9.6 own hectares and
up to 340 leased hectares, having lease contracts with around 231 people and an annual payment of
1026 MDL per hectare.

4.8 Knowledge Management and Communication

185. KM&C activities represent an important part of project management, as KM leverages know-how
across stakeholders to improve partnership and decision making, while communication play a vital
role, ensuring the dissemination of knowledge through various channels.

186. During 2016, CPIU’s KM&C Specialist has taken established strong collaboration with
representatives from different media channels and has taken very good initiatives in collecting case
studies of young entrepreneurs, posting them on CPIU web site, social media and other internet media
sources. Thus, in 2017, CPIU continued to focus on a more spread dissemination of available
information and will collect further new success stories and best practices to be shared. Since the
beginning of the year, under the KM&C activities has been taken a rage of action in order to ensure the
dissemination of different types of information and knowledge. Thus, in January, a communication
plan has been developed in order to ensure the dissemination of information through relevant
informative channels, i.e. CPIU web page, electronic and printed media, AgroTV Chanel, national radio
and television, social media (Facebook)

187. Regarding the success stories related to development of rural economic infrastructure
component, and climate change resilience and value chain development, CPIU will begin its record and
dissemination in 2017. At the same time, taking in consideration the context of the program
implementation, CPIU will begin the preparation of knowledge notes closer to midterm review period.

188. In march 2017 CPIU-IFAD organized for young entrepreneur’s participation at “Moldexpo”
exhibition with generic -The international specialized exhibition of machinery, equipment and
technologies for agroindustry complex "MOLDAGROTECH-2017", participation was welcome for
developing of young entrepreneurs to promote business.
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R
. JUIFAD

Progireigs

189. Inreporting period, CPIU has continue the collaboration with AgroTV, an agricultural specialized
TV channel, launched one year ago, but has shown very good results and has aroused great interest
among rural population, especially rural entrepreneurs. Thus, at the end of July, beginning of August,
KM&C together with AgroTV specialists has established the area of collaboration. One of the biggest
priorities is the promotion of financing opportunities available under climate change resilience
component and the young entrepreneurs’ one. In 2017 CPIU has participated in a series of programs,
including ten TV shows where young entrepreneurs’ stories were presented, taking into consideration
the importance of young entrepreneurs financing in Moldova, the stories can be viewed on website:

http://www.agrotvmoldova.md/show/gospodarii-moldovei, from show
http://www.agrotvmoldova.md/oieritul-afacerea-uitata-de-moldoveni to show
http://www.agrotvmoldova.md/o-afacere-rumena-cu-paine-traditionala.

190. At the same time, with the purpose to inform about the existing grant opportunities and the
impact of investment projects on the agricultural sector, how they are managed and who can benefit
from these opportunities, CPIU has communicated through AgroTV channel the possibilities and
opportunities of grants. In that regard, the director of the CPIU-IFAD has participated in the TV
program "Take attitude” on December 4, 2017, lasting 60 minutes (free of charge):
http://www.agrotvmoldova.md/ia-atitudine-cu-iurie-usurelu-victor-rosca-si-iurie-brumarel

191. CPIU plans to collaborate with a TV channel in order to create a range of TV shows with the 5
thematic TV programs that will be developed to inform Moldovan citizens about the activity of the
Consolidated Unit for the Implementation of IFAD Projects, provide concrete examples of the
investments made by the beneficiaries of the Programme and the best practices implemented, which
can serve as an example for other entrepreneurs. Thematic shows will be informative and will be
focused on agricultural business areas, their aim will be to educate and encourage entrepreneurs to
invest and develop business in rural areas purpose to present success stories of young entrepreneurs.
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192. In the first half of the year 2016, CPIU has selected and contracted a company to develop four
advertising spots in order to promote financing opportunities available under the program, i.e. grant
to finance measures for climate change resilience, grants available for young entrepreneurs, financing
of micro entrepreneurs through SCAs and financing of rural economic infrastructure. The spot related
to promotion of grants for infrastructure development, was of very bad quality, and it was decided to
use only the audio version for advertising on Radio. For promotion of grants for infrastructure
development, it has been decided to adjust footage, of the early developed by AgroTV Channel for
Rural Resilience Project launch, in order to save time. The spot will be broadcast on AgroTV from 27
December 2017 till 29 April 2018:

https://www.facebook.com/UCIPIFAD /videos/1437466316369764

193. For information dissemination and to raise awareness for potential beneficiaries about the
existing grant opportunities for Climate Change Resilience Component, have been developed
promotional materials, as the most relevant channels for information dissemination and to raise
awareness to potential beneficiaries. The information related to grants available under the component
has been received by 800 primaries all over the country, during the event organized by the
Government of Republic of Moldova ”"Dialogue with Local Public Authorities”:
http://gov.md/en/content/head-executive-pavel-filip-says-solutions-citizens-problems-be-found-

only-together-local

194. During 2017, the information related to financial opportunities and success stories has been
disseminated through various information channels, i.e. 5 radio programs, 5 TV programs, including
on national television, 10 articles published in newspapers, events, conferences and presentations:
https://www.facebook.com/c.c.i.moldo.italiana/photos/a.716013615151225.1073741828.71598474

1820779/1490791657673413 /?type=3&theater
https://www.facebook. com/events/309542229559866/

1820779/1490791657673413/7WDB 3&theater
https://www.facebook.com/events/335091180292741
http://www.sda.gov.md/en/Conferinta-anuala-a-AUALhtml
https://www.facebook.com /UCIPIFAD /posts/1400689963380733

Facebook data on number of people that likes the page:
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5. PROGRAMME IMPACT ASSESSMENT

195. This chapter focuses on analysis of project beneficiaries, their livelihoods and changes both in
behavior as well as well being, after the project has conducted any type of support. By the end of 2017
all of the project activities are being implemented in the field and the beneficiary database is
continuously expanding.

196. Methodology. The data collection process under the Rural Finance component has been based on
a survey of project beneficiaries. The M&E department has designed specific questionnaires for each of
the beneficiary group and has defined a sample size. Based on a sample size calculator, has been
selected the total needed sample size in order to have a statistically relevant survey. The sample size
ensured geographical, activity and gender correspondence with the overall population.

197. Data collection has been conducted through direct interaction with project beneficiaries,
including field visits, email, fax, and telephone interaction. All collected questionnaires have been later
summed up in SPSS and Excel worksheets in order to perform analysis.
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198. Once the data has been introduced in an online format, using SPSS, have been ran preliminary
tests in order to ensure reliability of data. All the indicators have been inspected for normal
distribution and extreme values (outliers). At the same time, when checking for outliers, baseline data
has been compared to end of 2017 data, in order to have comparable samples. Samples were also ran
through mathematical checks when possible, in order to exclude arithmetical errors (ex. revenues -
cost of sales = gross profit). Analysis of changes occurring after project intervention has been
calculated using Paired Sample T tests for single indicators and between-within subject ANOVA for
indicators that are segregated by either gender or type of activity.

5.1 Young Entrepreneur Financing

199. By the end of December 2017, under the IRFCD component has been financed a number of 384
young entrepreneurs. Out of the total number, eligible for impact were 223 young entrepreneur run
businesses that had at least one year of activity. Thus, all 223 young entrepreneurs have been
contacted and, by the end of mid-March 2018 have been collected questionnaires from 178
beneficiaries (80% out of total).

200. As it was with previous projects for youth financing, the YEs show promising results in their
development and progress from year to year.

201. Employment. Young entrepreneurs have always been successful in creating job places in the
rural areas. Their businesses being in the growing stage are in need of additional labor force especially
the seasonal one. Thus, the share of people reporting seasonal employment has risen with 13%, from
39% to 52%. Seasonal employment has also the highest growth in nominal terms; an average young
entrepreneur employing seasonal workers is in need of 4.9 workers, an average 1.5 worker more per
enterprise. The total employment per YE enterprise has risen from an average of 2.3 workers to 3.0, a
30% increase, including 2 men and 1 woman.

202. The lowest increase in employment is registered under young people employment (less than
35 years), just a 15% increase, or 0.2 additional units per enterprise. Young people emigration is in a
continuously growing trend, especially related to agriculture workers.

203. The salaries paid to workers have both increased in MDL, for permanent and seasonal, with
MDL 353 per month for permanent and MDL 30 per day for seasonal. The trend is also positive
converted into a hard currency, since both the USD and Euro exchange rates have gone down since
2016 (Table 5.1.1).

Table 5.1.1: Employment (average per enterprise)

IRECR
Indicator Unit
Baseline 2017 A A%
Share of people reporting presence

Employees(total) % 53 61 8 15%
Permanent 70 76 6 9%
Seasonal 39 52 13 33%

Employment

Employees(total) # 2.3 3.0 0.7 30%
Men 1.5 2.0 0.5 33%
Women 0.8 1.0 0.2 25%
1.3 Young 1.3 1.5 0.2 15%

1.5 Permanent 1.8 2.4 0.6 33%
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1.6 Seasonal | . 34 49 15 44%

2. Average monthly salary, MDL MDL 2557 2910 353 14%

3. Average daily salargl/[lf)ollj seasonal employees, MDL 174 204 30 17%
4. Average days/year days 55.7 59.6 3.9 7%

204. For beneficiaries that had no changes in employment or negative trends, the main causes was
the focus to cover all activities with household available labor force (33%), followed by the lack of
need since it is still a small business (24%). Other beneficiaries are in need of additional labor force,
however their financial capacity does not allow additional employment (11%).

205. Land ownership. It is a natural thing for young entrepreneurs to work more land after
accessing project services. Farmers are expanding the areas to become more efficient and to be able to
raise their incomes and competitiveness in the region. This can be seen both from the share of people
reporting presence of land and the size of their landholdings. At the end of 2017 90% of young
entrepreneurs had land under ownership and 83% were leasing from other farmers. This is a 5% and
4% increase, respectively. The sizes of landholdings have also gone up, primarily for leased land, with
an additional 4.3 hectare per enterprise, a 22% increase, reaching a total of 23.6 hectares, being leased
from an estimate of 8 people. The owned land has increased with an average of 1.1 hectare and is at
9.3 hectares (Table 5.1.2).

206. Among the main determining factors for land evolution has been stated intense competition
for land in the region, higher prices, climatic conditions and existing debts.

Table 5.1.2: Land ownership (average per enterprise)

IRECR
Indicator Unit
Baseline 2017 A A%
Share of people reporting presence
Land(total) %
Owned 85 90 5 6%
Leased 79 83 4 5%
Land ownership
Land(total) Ha 27.5 329 5.4 20%
Owned 8.2 9.3 1.1 13%
Leased 19.3 23.6 4.3 22%
Rent agreements, people # 7.1 8.2 1.1 15%
Price to rent 1 Ha MDL 1321 1447 126 10%
Price for 1 Ha of land MDL 17 596 32438 5752 33%
Benefited from subsidies % 70%

207.  Other loans. After accessing the IFAD loan, a share of 20% of beneficiaries has contracted other
loans from commercial and non-commercial institutions. The value of the loans were at about MDL
283 thousand for an average of 3.7 year, the shortest being for 2 years and the longest for 6 years, the
aim being mostly investment loans (85%).
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208.  Asset ownership and profitability indicators. One of the main goals of IRECR is to increase the
beneficiary income. After investing using IFAD and Danish sources, most of the young entrepreneurs
have improved their asset ownership and enterprise profitability indicators. An increase in asset
ownership is a natural thing to happen, since all IFAD eligible investments are assets, thus directly
impacting the indicator. The long-term assets have increased with 52% compared to the baseline
period reaching an amount of MDL 426.5 thousand. This is to take in consideration the increasing
financing package from MDL 300 thousand to MDL 700 thousand.

209. Actual activity of enterprise: revenues, cost of sales and gross profits have increased also for
most of the beneficiaries, however, the cost of sales have a growth rate slightly more accelerated than
the one of revenues. This is again a natural thing since most of the young farmers are incipient in their
activity and their management abilities are yet in development. At the same time there are increases in
the input costs and no significant changes in the sales prices.

210. Atthe end of 2017 an average Young entrepreneur has managed to increase its revenues with
59% and obtain a gross profit with 78% greater than at baseline (Table 5.1.3).

211. When being asked about the facts that influenced their incomes negatively, the young
entrepreneurs consider main ones the low selling prices (24%) followed by climatic conditions (18%).
Other factors are the high input costs and lack of qualified labor force.

Table 5.1.3: Asset ownership and profitability indicators (average per enterprise), MDL

‘000
IRECR
Indicator Unit
Baseline 2017 A A%
Long term assets MDL 280.9 426.5 145.5 52%
Revenues MDL 115.8 184.1 68.3 59%
Cost of sales MDL 75.8 126.3 50.5 67%
Gross profit MDL 30.1 53.5 23.4 78%
Net profit MDL 30.7 52.8 22.1 72%

212.  Activity specific indicators. The overall range of activities that young entrepreneurs invest in is
shown in Annex 2 to this report. Based on the sample of data collected, the main types of activities
chosen by young entrepreneurs and the overall trend in their indicators are shown in Table 5.1.4.

213. Field corps remains one of the most demanded sectors that young entrepreneurs invest in.
Higher mechanization enables young entrepreneurs to obtain economies of scale by extending the
area they are able to work on. The areas per crop have been extended by more than 50%, which has
consequently lead to an increase in the volumes of production. It is a positive fact that there is also a
yield increase overall, with 10% that allows the volumes of production to grow in higher terms than
areas. However, being asked about the main causes for reduced performance, the main one is climatic
conditions, including frosts and high temperatures and no extensive experience. The most common
crops remain wheat, sunflower, maize and barley.

Table 5.1.4: Activity specific indicators (average per enterprise)
IRECR
Baseline 2017 A A%

Indicator Unit

Field crops
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Area per crop Ha 10.3 16 5.7 55%
production volume per crop | Tons 25.8 41.6 15.8 61%
Yield | Ton/ha 2.9 3.2 0.3 10%

Fruit production
plantation area Ha 4.6 5.1 0.5 11%
production volume | Tons 201 25.6 5.5 27%
yield per hectare | Tons/ha 5.0 6.4 1.4 28%

Animals

Total number | Units 90 119 29 32%
Milking | Units 56 81 25 45%

214. Orchards and vineyards are a lengthy type of investment. The average time needed to enter
into full harvest is between 3 and 6 years, with up to 8 years for nuts. However, young entrepreneurs
are optimistic and are willing to engage in long term high value agriculture. Their investments are
either in equipment for their plantations or seeding material itself. Since the first year of finance some
of the young plantations the entrepreneurs have, have already entered into harvest as we see an
increase in production volumes with 27%. At the same time, there is also an increase in yields with
28% with the gradual entry into harvest and improved practices of young farmers.

215. Trainings. From the total number of financed young entrepreneurs, close to 70% have
reported attending at least one training organized by IFAD. Out of the total, 69% have attended just
one type of training, equally being distributed among pre and post trainings. The utility of the trainings
was assessed as positive by more than 90% of beneficiaries, the only downside being the period when
trainings were conducted as reported by 9% of beneficiaries.

216. The young entrepreneurs have also had the chance to apply the knowledge they have learned,
as stated by 70% of respondents, including 14% of those that have applied knowledge to a very great
extent. The main limiting factor in implementation of training materials is the financial incapacity
(12%), followed by lack of labor or focus on another domain (6.8% each) and lack of technologies to
do so.

217. Knowledge sharing has also been assessed by the survey, young entrepreneurs again, being
opened to sharing the knowledge they acquired, attributable to close to 60% of respondents. The main
sharing partners are their family (34%), followed by other people from village (28%), relatives (14%
and neighbors (11%). The main cause for not sharing information is that people tend to use their own
methods (10%), lack of financial capacity of people in the region (10%), and low technology level
(6%).

5.2 Small and Medium Enterprise Financing

218. Under the SME financing, during the period 2014-2017 have been financed a number of 66
enterprises with a variety of agricultural activities (see annex 2 for details). Out of the total, eligible for
impact evaluation are considered just the ones financed up to end 2016, a number of 50 units. Have
been contacted all the eligible enterprises and managed to compile a sample of 44 enterprises (88%
from the total). All the contacted enterprises were operational at the moment of data collection.
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219. Employment and land ownership indicators. SMEs are at a different stage of development
compared to young entrepreneurs. They, as size of business are way larger, have more experience in
the domain, are purely business oriented and are looking for the best technological solution to reduce
the costs and become more profitable. In the SME enterprises are employed accountants that make
data collection for financial indicators easier.

220. Employment. Out of the total financed enterprises, 77% have reported presence of employees at
the end of 2017. The SMEs however, are more focused on permanent employees, 97% compared to
just 45% for seasonal employees. At the same time, seasonal employment has had a considerable
growth compared to the baseline period when just 24% were using seasonal labor, compared to 45%
at the end of 2017.

221. In nominal terms, the SMEs have managed to hire more people, focus being on men, with 4.2
more units per enterprise reaching a value of 8.3, and seasonal employment, an average of 5.8 added
employees and a 77% increase compared to baseline.

222. Average monthly salary has also increased with 28% reaching a value of 2 826 MDL and the
wages paid daily to seasonal labor is up 37% and positioned at close to 170 MDL (Table 5.2.1).

Table 5.2.1: Employment (average per enterprise)

IRECR
Indicator Unit
Baseline 2017 A A%
Share of people reporting presence
Employees(total) % 71 77 6 9%
Permanent 91 97 6 7%
Seasonal 24 45 21 88%
Employment

Employees(total) # 9.2 15.2 6.0 65%
Men 4.1 8.3 42 102%
Women 5.1 6.9 1.8 35%
1.3 Young 3.3 5.0 1.7 52%

1.5 Permanent 6.6 9.7 3.1 47%

1.6 Seasonal 7.5 13.3 5.8 77%

2. Average monthly salary, MDL MDL 2214 2 826 612 28%

3. Average daily salarl\};[lf)ct' seasonal employees, MDL 1238 1692 454 379

4. Average days/year days 106 105 -1 1%

223. Land. All surveyed SMEs do possess land. Exception is just one enterprise specialized in poultry
that does buy all its inputs. An average beneficiary SME has 17 own and 237 leased hectares, that is 1.5
more acquired hectares than at baseline and 19 less for the leased ones. Regarding the lease of land,
the competition in regions is getting stronger with more farmers coming in, this also causes the rent
prices to go higher, in case of IFAD beneficiaries with 23% and also the price of land, with 35%
increase in costs (Table 5.2.2).
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Table 5.2.2: Land ownership (average per enterprise)

IRECR
Indicator Unit
Baseline 2017 A A%
Share of people reporting presence
Land(total) % 97 97 0 0
Owned 74 74 0 0%
Leased 64 68 4 6%
Land ownership
Land(total) Ha 271.4 253.9 -17.5 7%
Owned 15.8 17.3 1.5 10%
Leased 255.6 236.6 -19 7%
Rent agreements, people # 135 132 -3 2%
Price to rent 1 Ha MDL 1115 1367 2520 23%
Price for 1 Ha of land MDL 12214 16429 4215 35%
Benefited from subsidies % - 84%

224. Asset ownership and profitability indicators. One of the main goals of RFSADP is to increase
the beneficiary income and asset ownership. For SME development, raising income means jobs created
for the poor, higher wages and security in the nearest future. At the same time, profitable agricultural
SME:s contribute to country food security; improve the export capacity and competitiveness at national
and international levels.

225. The IFAD financed SMEs have improved most of their indicators. The IFAD support has directly
influence the increase in the value of enterprise assets, registering a 9% increase. At the same time, the
farmers abilities and efficient use of the technologies, along with a relatively favorable agricultural
year of 2017 has allowed them to increase revenues with 27%. Along with increased revenues also
come the 15% decrease in the cost of sales which in final turned as a 64% increase in the gross profit.

Table 5.2.3: Asset ownership and profitability indicators (average per enterprise), MDL

‘000
IRECR
Indicator Unit
Baseline 2017 A A%
Long term assets MDL 52423 5704.7 462.4 9%
Revenues MDL 3369.4 4295.0 925.6 27%
Cost of sales MDL 2536.0 2916.4 380.4 15%
Gross profit MDL 1013.3 1661.5 648.2 64%

226. Activity specific indicators. Most of the SMEs financed under IRECR have invested in assets
related to field crops and perennial plantations. As related to the total area under management, the
area under field crops per crop has been reduced with 16% or around 23 hectares. However, that was
not an impediment for farmers which have managed to obtain similar volumes of production, that
mainly being based on the increased yields per crop with around 12%.

227. The SMEs investing in fruit production have increased their plantation areas per type of fruit by
22%. At the same time their production volumes start going up with their young orchards entering
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into harvest which positively influences both the volumes of production and the yields per hectare

(table 5.2.4).

Table 5.2.4: activity specific indicators (average per enterprise)

IRECR
Indicator Unit
Baseline 2017 A A%
Field crops
Area per crop Ha 141.7 118.8 -22.9 -16%
production volume per crop | Tons 532.0 5394 7.4 1%
Yield | Ton/ha 3.3 3.7 0.4 12%
Fruit production

plantation area Ha 13.3 16.2 2.9 22%

production volume | Tons 146.9 243.0 96.1 65%

yield per hectare | Tons/ha 6.6 9.4 2.8 42%

5.3 Micro-entrepreneur financing

228. Under the SCA financing sub-component, by the end of the reporting period have been financed a
number of 601 rural smallholder farmers, including 237 women. Eligible for impact evaluation are a
number of 361 loans and the data sample consists of 240 respondents (66%).

229. At the same time, after IFAD financing, a share of 36% of beneficiaries have taken other loans,
mainly (76%) being for investment purposes, for an average period of 2.2 years and an amount of MDL

73.6 thousand (USD 4.3 thousand).

230. The survey showed that the average age of respondents is 44 years, minimum being 21 and
maximum 72. Out of them, 30% are considered young entrepreneurs, having an age less than 35 year.

231. Due to the nature of the project and focus on agricultural activities related to soil working, 91%
of the beneficiaries have declared owning or renting land, with 95% of respondents having land as

ownership and 43% renting it.

Table 5.3.1 Land ownership (average per respondent household)

) IRECR
Land Unit Baseline 2017 Diff %
Share of people reporting presence
Land % 91 91 -
Owned % 95 95 -
Rented % 43 43 -
Land size
Land Ha
Owned Ha 5.9 6.1 3%
Rented Ha 6.1 6.4 5%
Rent agreements (people) # 5 5 0%
Price to rent 1 Ha MDL/year 2217 2220 0%
Price for 1 Ha of land MDL 45216 45 234 0%
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232. The size of land that HHs have under management did not suffer any significant changes, causes
being short period of time since financing, amounts contracted and mainly focus on subsistence
agriculture. At the same time, while no changes in total areas have taken place, there is a trend of
conversion from arable land to perennial plantations, a 12 % of investments being directed at seeding
material.

233. Thus, an average IFAD financed SCA beneficiary owns 6.1 hectares of land and those that rent, do
it at quite the same amount (6.4 hectares) from a number of around 5 people.

234. However, there is a positive impact in terms of household productivity, with more than 67% of
beneficiaries reporting a positive trend, including 50% of farmers with an average growth and 17%
with considerable growth. The remaining 33% have not registered any effect on their productivity or
itis not essential (Chart 5.3.1).

Chart 5.3.1. Household productivity evolution

H No effect

B Non-essential growth(0-20%)

Average growth(20-50%)

H Considerable growth( over
50%)

235. In terms of employment the SCA beneficiaries maintain the subsistence family farming model.
Due to limited resources and assets most of the work is being performed with members of the
household, an average of 2.7. Out of the total respondents just 25% seek employment outside their
household, including 11% for permanent workers and 16% for seasonal ones. In numeric terms,
compared to the baseline, no changes can be recorded yet. An average borrower HH that does offer
employment opportunities is hiring around 13 people on a seasonal basis and/or 7 people permanent.
The salaries for permanent jobs are situated at around 1943 MDL (USD 114) per month and MDL 188
per day being paid to seasonal employees that work an average of 90 days per year (table 5.3.2).

Table 5.3.2: Employment (average per respondent household)

IRECR

Baseline 2017 Diff %
Share of people reporting presence

Indicator Unit

Working solely with family members % - 75
Employing people outside the HH % - 25
Permanent employees % 11 11 0%
Seasonal employees % 16 16 0%
Employment
Family members # 2.7 2.7 0%

Permanent employees # 8.7 8.7 0%
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Men 4 4 0%

Women 4.7 4.7 0%

Average monthly salary MDL 1943 1943 0%

Seasonal employees # 14 14.1 1%

Men 4.3 4.4 2%

Women 9.7 9.7 0%

Average daily salary for seasonal MDL 186 188 1%
employees

Average days/year days 89 90 1%

236. Asked about the facts that influence employment, farmers noted that they try to do things
themselves, with family members, or using mechanized services, their businesses being at small scale.
Just 4% of respondents indicated willingness to hire more but lack of financial capacity or lack of
labour force.

237. Respondents were asked to report on incomes of their household in 2017, being categorized in
different income groups. The annual income pie chart shows a relatively even distribution in income
categories among beneficiaries. The categories with most respondents are the less than 6 thousand,
followed by”25 to 35 thousand” and”12 to 25 thousand” (Chart 5.3.2). The main sources of income for
rural farmers are (multiple choices): agriculture - 75%, non-agriculture - 41%, pension - 9% and
remittances - 7%.

Chart 5.3.2 Annual Household Income, , Chart 5.3.3 Income evolution
average per HH,MDL

M Less than 6 000
H 6 000-12 000

H 12 000-25 000
| 25 000-35 000

M Has increased
M Has declined

No change

m 35 000-50 000
= 50 000-100 000
Over 50 000

238. The income evolution is a critical dimension measured by the project, this being the main aim of
financing farmers in rural areas. Under the IRECR can be noted a positive trend, with 41% of
respondents that have their incomes boosted post project implementation. At the same time there is
the 45% of farmers that have felt no change in their incomes and even the 14% that declined HH
income.

239. The main factor affecting farmers businesses and their incomes are the low sales prices, as
responded by 40% of farmers, followed by high input prices (14%), climate conditions (10%) and lack
of qualified labour force (5%).
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240. The remittances people receive in rural areas do also influence their HH livelihoods. More than
16% of financed beneficiaries do have relatives abroad that are sending financial resources and more
than 26% have reported being abroad themselves for working purposes.

241. The fact is that most of the remittances are still used for consumption, as stated by more than
38% of respondents and the amount of remittance inflow compared to previous years is the same for
more than 73% of respondents, has increased for 21% and has diminished for just 5%.

242, Another dimension of income is remittance based. Even if its share in the total volume of income
is part of the income to rural based farmers can also be formed from remittances or from themselves
going abroad for short periods of time. Thus, at the end of 2015, 26% of beneficiaries have reported
themselves having been abroad and other 16% having received financial support from people abroad.
An important thing to mention is that around 40% of people state they use remittances for
investments, while the remaining 60% use them for consumption and household needs.

5.4 Farmer Field Schools

243. InJune 2017, the M&E unit in cooperation with the Climate Change and Resilience department
has undertaken field trips to farmer field schools contracted in the CA dissemination scheme. Have
been visited nine FFS from all regions.

244. Each of the FFS have committed two plots for demonstration purposes, one being the demo-
plot, where technology trials take place, and the other - control plot, an area where classical
agriculture is being practiced and the land is plowed on an annual basis. The average size of a demo
plot is 44 hectares and the control plot is 17 hectares.

245. At the same time, the farms themselves work quite an impressive number of hectares, an
average of 1.3 thousand per enterprise and a total close to 12 thousand hectares, the proportion of
owned to rented being 36% to 64%. Part of that is worked under CA principles, more than 50%,
reaching a total value of 6.3 thousand hectares. This is a continuous source of practical knowledge
from the farmer side which shall be shared with nearby farmers.

246. On the indirect side of benefits created by the FFS is the employment generation. The
contracted FFS hire altogether around 450 people, including 180 women. At the same time, due to
large proportion of rented land, smallholders from rural areas unable to work their land themselves,
receive annual payments for their land, an average of 1800 MDL (90%). The structure of the rented
land shows that close to 99% of people that rent their land have less than 15 hectares. The ones having
in possession more than that usually work it on their own.

247. Another benefit to the community generated by the FFSs is the services they provide. It is a
well-known fact that modern machineries have high costs and CA equipment is no exclusion. Most of
the farmers being unable to acquire, rely on services from bigger farmers. The CPIU contracted FFS are
servicing a number of 27 farmers and an average of 6 per enterprise; a total of additional 3.3 thousand
hectares.
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248. Among the main difficulties encountered by the farmers is technical expertise in CA. The CPIU
has managed to hire just one expert to provide advisory services and it covers just half of the FFS. Even
though farmers have been implementing it for a while, proper guidance is vital along with strict
evidence with regards to elaborated technological maps and culture rotation. There have been
registered cases when farmers, due to climatic conditions or transition period, have adapted the
technological maps to fit the actual conditions in the field.

5.5 Conservation farming grants for procurement of agriculture machinery

249. Under IRECR Project, in order to further support and motivate farmers in adoption of
Conservation/Eco Farming technologies, the design envisaged support in form of grants max. USD 10
thousand post investment when acquiring agriculture machinery and aggregates eligible. Investments
can be both in the current period, as well as retrospective up till 2015. So far, a number of 25 farmers
have applied and benefited from this support, 24 of them implementing Conservation agriculture and
one (1) for eco-farming. The main procured goods were conservation agriculture seeders, harvesters
and sprinklers and chisel plows.

250. The M&E unit has undertaken both field visits and phone conversations covering 17 farmers,
in order to capture the initial impressions and results arising from investments in CA equipment.
251.  All of the interviewed farmers had a positive opinion on the IFAD support and the procured
equipment. At the same time, the adoption of technologies varies across farmers depending on their
level of development and experience in the domain. The small farmers working up to 200 hectares are
quite new to the technology, started implementing from 2015-2016 and the implementation very
limited to the type of equipment they possess. Even if their willingness is of no question, financial
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capacity is the main limiting factor. Farmers investing in seeders are limited to using conservation
farming seeders and remaining machinery from classic agriculture.

252.  Those having available resources to acquire additional cizel plow are getting closer to CA and
skipping classical plow technology. While limited amount of time has passed for farmers to take full
action, promising results are expected to take place in the following years with farmers adaptation
rates increasing. An important factor to mention is also the effort of machinery importing companies
which organize various types of demonstration both of CA equipment and implementation tweaks on
the technology itself.

253.  On the other hand, are the bigger farmers which have both larger areas under their
administration as well as experience in the domain. Being that a family owned business where both
fathers and usually sons are involved or solely men with CA experience starting with 2010-2011, their
financial capacity allows them to invest in the whole range of CA adapted equipment. The field visits
witnessed both high-end seeders, harvesters and tractors that allow farmers to practice modern
technologies.
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254. The enterprises beneficiaries of grants for CA equipment are managing land areas varying
from 20 till 2600 hectares, average for the whole set being 700 hectares. Out of the total areas under
management, around 57% is dedicated to conservation agriculture, reaching close to 7 thousand
hectares, a 15% increase in volume terms compared to baseline period, or 875 additional hectares.
Most of the land (86%), naturally, is rented from smallholders, usually parcels assigned post-
privatization, varying between 0.8 and 2 hectares. It is estimated that a total of 6.6 thousand
smallholders are benefitting from rent payments.

255.  As consequence of CA implementation, among the most often reported change is reduction in
fuel consumption and consequently increased incomes - 94% of respondents. Additionally, farmers
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report changes in physical structure of the soil, richer bio-diversity and better water retention
capacity. Due to improved machinery, a better seeding quality for seeders; ability to keep the crop
remains in the field with new harvesters, and less soil exposion to wind and floods by using chisel
plows.
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