Summary of IFAD EB 2008/93/R.7 - Proposed supplementary loan to the Republic of Cape Verde for the Rural Poverty Alleviation Programme
Initiating institution: IFAD

Borrower: Republic of Cape Verde

Executing agency: Ministry of Labour, Family and Social Solidarity

Total project cost: US$21.70 million
Amount of IFAD loan: SDR … million (equivalent to approximately US$4.25 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 supplementary loan to the Republic of Cape Verde 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 to the Executive Board herein. (par. 37)

The Project: Main development opportunity addressed by the project:

The programme will strengthen the human and social capital of rural poor people so that they are further integrated into the fast-growing economy. The outcome of the existing Rural Poverty Alleviation Programme – funded under the Flexible Lending Mechanism (FLM) – will be scaled up to cover all rural areas of Cape Verde, using the legal, institutional and financial mechanisms that have been developed over the first two cycles of the programme and that have proved effective in reducing rural poverty.  (par. 1)

Proposed financing:

The Government of Cape Verde has adopted – in consultation with bilateral and multilateral development assistance partners – a national poverty alleviation programme. The present initiative is a subprogramme of the national programme and is in line with the Growth and Poverty Reduction Strategy (GPRS) of the Government. IFAD will establish a programme loan account in the name of the borrower. The loan will be administered and supervised by the United Nations Office for Project Services (UNOPS) as the cooperating institution. (par. 4-9)
Governance 
The following planned measures are intended to ensure that the IFAD loan is managed along good governance principles: (i) contracts for service provision and procurement of goods and services will be awarded on a competitive basis and in accordance with the IFAD Procurement Guidelines and those of the cooperating institution. Staff contracts will be renewed on the basis of yearly performance; (ii) programme accounts will be audited by independent auditors selected through open competitive bidding procedures; and (iii) additional programme staff will be recruited on a competitive basis.  (par. 10)
Target group and participation:

The programme will target approximately 60,000 persons belonging to ACDs working with the programme, including: (i) smallholder farmers, especially women heads of households; (ii) micro-entrepreneurs, including women; and (iii) young people.  (par. 11)

Development objectives:

The purpose is to establish effective and sustainable policy and institutional instruments for rural poverty reduction as a means to implement the Government’s GPRS. This will be measured by a decrease in the prevalence of poverty and by better food security and nutrition; greater asset ownership; improved access to markets; and higher production and productivity in agriculture, fisheries, livestock and income diversification. (par. 14)
Harmonization and alignment:
The programme interventions will contribute directly to four pillars of the GPRS, namely: (a) promote good governance, reinforcing effectiveness and guaranteeing equity; (b) develop human capital; (c) improve and develop basic infrastructure; and (d) improve the effectiveness and sustainability of the social protection system. Over the past years, the programme has closely cooperated with the World Bank, the African Development Bank, the Austrian Development Agency and UNDP. (par. 17-18)
Expenditure categories:

There are six disbursement categories: (i) the local poverty alleviation plans (31%), (ii) equipment (2 %); (iii) technical assistance (3 %); (iv) training, mobilization and studies (5 %); (v) personnel costs (42 %); and (vi) operating costs (16 %).  (par. 20)
Management, implementation responsibilities and partnerships:

The Ministry of Labour, Family and Social Solidarity is the lead executing agency. Implementation will be carried out by the National Poverty Alleviation Programme’s coordination unit, The total cost of the third cycle of the programme is US$21.70 million over four years. The sources of financing are: (i) an IFAD supplementary loan of approximately US$4.25 million (2%); (ii) the remaining funds from the existing IFAD loan, which amount to US$4.01 million (18%); (iii) the Government’s contribution of US$11.95 (55%); and (iv) a contribution by beneficiaries and their local partners of US$1.48 million (7 %). (par. 21-25)

Benefits and economic and financial justification:

The social capital development process is an essential step towards sustainable development. Enhancing social cohesion and fostering solidarity among all members of the community, coupled with the creation and empowerment of community-based institutions, partnership-building and capacity-building will facilitate not only the mobilization of funds but also the choice, financing and implementation of social and economic community projects. This in turn will contribute to improving quality of life and increasing food production and income.  (par. 26)
Scaling-up approach:

The present proposal is in itself the result of the scaling-up of an existing programme across the whole country. (par. 30)

Main risks and mitigation measures:

The transparency and good governance evident at the central and local level over the past six years have certainly played an important role in the mitigation of risks. The programme will take advantage of this by reinforcing mechanisms. However, the lack of adequate financial and human resources to allow CRPs and ACDs to perform their functions remains a risk. This will be mitigated by proactively identifying the needs for counterpart funding and creating mechanisms to allow the Government to disburse its contributions regularly. The risk associated with human resources will be mitigated through close follow-up of contractual arrangements, and the implementation of a performance assessment system for programme staff. The main risk – related to the sustainability of the institutional architecture – will be mitigated by the integration of programme-established institutions into the delivery mechanisms of the GPRS, and the implementation of a consolidation and exit strategy.  (Par 31)
Sustainability

Programme sustainability is fostered by (i) its institutional focus, which ensures effective participation of the rural poor and efficient use of the resources allocated to the programme; (ii) the recognition of the programme-established institutions at the local, regional and national levels, and their strong and supportive relationship with the GPRS; (iii) the allocation of sizeable amounts of counterpart funding from the Government’s budget; and (iv) the expansion of the local partnership arrangements at the CRP and ACD levels, which will enable mobilization of additional resources, knowledge and efforts. (Par 33)
