Summary of IFAD EB 2008/93/R.11 - Proposed loan and grant to the Republic of Philippines for the Second Cordillera Highland Agricultural Resource Management Project
Initiating institution: IFAD

Borrower: Republic of the Philippines
Executing agency: Department of Agriculture
Total project cost: US$66.44 million

Amount of IFAD loan: SDR … million (equivalent to approximately US$26.56 million)

Amount of IFAD grant: US$561,000

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 the Philippines 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 the Philippines in various currencies in an amount equivalent to … special drawing rights (SDR ….) and upon such terms and conditions as shall be substantially in accordance with the terms and conditions presented herein. (par.  35)

The Project: Main development opportunity addressed by the project:

The proposed project will scale up the approaches of the first Project that proved successful in reducing poverty among indigenous peoples in the uplands of the Cordillera Administrative Region in northern Philippines. It will concentrate on the areas where poverty is highest in all six provinces of the region. The project approach is based on increasing the value added of products from farming systems that are both organic and environmentally sustainable. It will also strengthen the Government’s decentralisation policy by promoting community participatory planning and supporting local government units (LGU) in providing services locally. (par. 1)

Proposed financing:

Funds will be disbursed into a special account denominated in United States dollars, to be operated by the project support office (PSO), on the basis of approved work programmes and budgets. The Asian Development Bank (AsDB) will act as the cooperating institution for IFAD. (par. 6)
Governance 

The following measures will enhance project governance: (i) responsibility for project execution will be decentralized to the regional field unit of the Department of Agriculture in the Cordillera Administrative Region, while oversight functions will be decentralized to a regional inter-agency coordination committee that will include all implementing agencies; (ii) periodic management feedback meetings will be held at the municipal and provincial levels; (iii) all procurement will be transparent and competitive; (iv) participatory mid-term and completion reviews and impact surveys will be undertaken; (v) project accounts will be audited annually. (par. 7)
Target group and participation:

the project will: (i) select villages according to agreed criteria such as poverty levels, access to social services (drinking water, roads), presence of ongoing projects, irrigated land and potential for commercial activity; (ii) support all small-scale producers and agribusinesses in selected villages, ensuring that women represent about 50% of the beneficiaries; (iii) adopt participatory planning for project investments, with the support of NGOs, ensuring that the poorest benefit from project activities, agribusiness value addition and access to niche markets. (par. 9)

Development objectives:

The objectives are to (i) increase the household income of poor farmers through sustainable agricultural development; and (ii) enhance the quality of life of targeted communities by improving land tenure security, food security and watershed conservation. (par. 12)

Harmonization and alignment:
The project is aligned with the Medium-Term Philippines Development Plan (2004 - 2010) and the Cordillera Regional Development Plan (2004-2010) both of which have as goals economic growth and diversification, the sustainable use of natural resources, social and human development and the protection of cultural integrity. As regards agriculture, the plans focus on increasing productivity, building forward and backward linkages, value chain development, and promoting organic farming in the Cordillera Administrative Region. Several donors have supported the development of the Cordillera Administrative Region: the European Union and Japan have completed their programmes there, while the World Bank is currently financing the Diversified Farm Income and Market Development Project, which will end in 2009. (par. 15)

Expenditure categories:

There are eight expenditure categories: (i) civil works (57.2% of total costs); (ii) vehicles (0.5%); (iii) equipment and materials (14.5%); (iv) training and studies (9.1%); (v) advisory services (10.6%); (vi) credit lines (5.6%); (vii) allowances (0.8%); and (viii) operation and maintenance costs (1%). (par. 18)
Management, implementation responsibilities and partnerships:

Overall responsibility for the project will lie with the Department of Agriculture. A regional inter-agency steering committee will be responsible for policy oversight. Implementation will be based on participatory community investment plans, which will be integrated into the annual plans of the LGUs and the project's annual work plan and budget.  (par. 19)

Benefits and economic and financial justification:

The main quantifiable benefits will be: increased farm income through improved value-adding market linkages and rural financial services, enhanced processing systems, and higher productivity (including of non-timber forest products); improved livelihoods through better access to services; enhanced watershed management and conservation, leading to environmental benefits such as greater protection of groundwater tables and less land degradation. (par. 24)
Scaling-up approach:

The project will generate the necessary experience for scaling up activities into a national comprehensive intervention. Similarly it will generate experiences for developing value chains for the products of the inhabitants of other upland areas similar to the Cordillera Administrative Region.  (par. 28)

Main risks and mitigation measures:

The project faces three main risks: (i) the Government’s continuing fiscal constraints and policy reversals by future governments; (ii) natural disasters, as the project area is part of the typhoon belt; and (iii) lack of participation – and therefore ownership and commitment – of LGUs in project investment planning or implementation as a result of other pressing priorities, political interference, and inadequate attention and time allocated to enhancing local ownership of interventions. To mitigate these: (i) a sufficient degree of flexibility is built into the project to adapt to circumstances; (ii) project resources may be used for emergency repairs to infrastructure and support for livelihoods; and (iii) the LGUs have been given a central role in deciding how project funds are used and in authorizing payments to service providers/implementing bodies. (par. 29)

Sustainability

A major element of the project approach is to build on existing indigenous farming systems and techniques and forest management modalities, the agroecological sustainability of which has been proved over centuries. The development of value chains together with private enterprises and NGOs in this sector will also ensure financial sustainability. (par. 31)

