Summary of IFAD EB 2008/93/R.10 - Proposed loan and grant to the Republic of India for the Mitigation Poverty in Western Rajasthan Project
Initiating institution: IFAD

Borrower: Republic of India
Executing agency: Department of Rural Development, Government of Rajasthan
Total project cost: US$62.5 million

Amount of IFAD loan: SDR … million (equivalent to approximately US$30.3 million)

Terms of IFAD loan: 40 years, including a grace period of 10 years, with a service charge of three fourths of one per cent (0.75 per cent) per annum

Recommendation:

The Fund shall make a loan to the Republic of India in various currencies in an amount equivalent to … special drawing rights (SDR …) to mature on or prior to … and to bear a service charge of three fourths of one per cent (0.75 per cent) per annum, and to be upon such terms and conditions as shall be substantially in accordance with the terms and conditions presented herein. Furthermore the Fund shall provide a grant to the Republic of India in various currencies in an amount equivalent to ….. special drawing rights (SDR …). (par.  35)

The Project: Main development opportunity addressed by the project:

The project area is characterized by a harsh and arid climate with low and erratic rainfall. Drought is becoming an increasingly recurrent phenomenon, occurring once every three years. The core problems are: (i) severe water insecurity; (ii) poor agricultural and livestock productivity; (iii) limited income-generating opportunities; and (iv) a social system that discriminates against women and the disadvantaged. (par. 1)

Proposed financing:

Country debt burden and absorptive capacity of the State
The debt situation is not of great concern as short-term debt accounts for only 16.2 per cent of the total external debt, and foreign exchange reserves provide a cover of 130 per cent of total external debt. The Government’s repayment record for IFAD loans is excellent.  (Par. 4)
Governance

IFAD will be responsible for supervision and loan administration. The following measures are intended to enhance the governance aspects of IFAD’s financing: (i) close supervision by the India Country Presence Office in New Delhi; (ii) engagement of national service providers to ensure timely implementation support; (iii) a multi-stakeholder approach involving participation by NGOs, commercial banks and the private sector to provide a check-and-balance mechanism; (iv) contracting of a private audit firm if and when required. (par. 5)
Target group and participation:

The project will target an estimated 95,000 poor households headed by landless agricultural labourers, small and marginal farmers, owners of marginal land or wastelands, traditional artisans, women, or young people with no employable skill sets. (par. 9)

Development objectives:

Policy and institutional objectives

The project has the following objectives: (i) organize and empower the target group through community-based organizations (self-help groups [SHGs], marketing groups, producers’ companies, village development committees); (ii) promote income and employment opportunities while reinforcing risk-mitigating strategies; and (iii) provide access to financial services and markets. (par. 12)

Harmonization and alignment:
The project is perfectly aligned with several objectives of the 11th Five-Year Development Plan (2007-2012), namely: (i) broad-based income growth; (ii) doubling growth in the agricultural sector; (iii) focus on vulnerable social groups; and (iv) socio-economic empowerment of women. The project has been designed drawing lessons from relevant projects supported by donors such as the United Nations Children’s Fund (UNICEF), the United Nations Development Programme (UNDP) and Italian Development Cooperation, in addition to local NGOs. (par. 16)

Expenditure categories:

The main expenditure categories are the following: (i) civil works (40% of base costs); (ii) training and capacity-building (17%); (iii) enterprise development (15%); (iv) demonstrations (5%); (v) enterprise financing (3%); (vi) technical assistance, surveys and studies (2%); and (vii) vehicles and equipment (1%). (par. 18)
Management, implementation responsibilities and partnerships:

The main implementing partners for this project will be (i) the Department of Rural Development, Government of Rajasthan; (ii) national resource NGOs; (iii) local facilitating NGOs; (iv) rural banks; (v) private-sector service providers; and (vi) the Marwar Chamber of Commerce and Industry.  (par. 19)

Benefits and economic and financial justification:

Main categories of benefits generated

The project will generate several benefits: (i) increased agricultural productivity through the introduction of improved practices for watershed management and farming; (ii) improved livelihood options through promotion of self-employment as well as wage employment opportunities; (iii) diversification of income sources; (iv) formation of sustainable grass-roots institutions, such as SHGs and marketing groups; (v) improved delivery of existing Government-funded schemes; and (vi) a greater role for women in society. (par. 24)

Scaling-up approach:

At the request of the Government of Rajasthan, the project will initially cover one block in each of the six districts. Based on the successful performance of the project, the Government will scale up project activities in the remaining blocks. (par. 28)

Main risks and mitigation measures:

The project faces the following main risks: (i) market risks, arising from price volatilities; (ii) lack of confidence to invest in agriculture-related income-generating activities; (iii) the fact that the private sector will not be an active participant in the project; and (iv) frequent turnover in project management staff, as experienced in other IFAD-funded projects. The planned mitigation measures include: (i) establishment of price-monitoring systems; (ii) watershed development activities, supported by the Government of Rajasthan, which will precede the livelihood component; (iii) establishment of a linkage between the project management unit and Marwar Chamber of Commerce and Industry; and (iv) assurance obtained from the Government of India about continuity in tenure of key management staff. (Par 29)
Sustainability

An exit strategy has been identified for each project component, giving adequate attention to both institutional and financial aspects. (Par 31)
