EB-2007-92-R-18: Republic of Yemen, Country Strategic Opportunities Programme.


I-Introduction: 
The proposed country strategic opportunities programme (COSOP) for the Republic of Yemen is the result of a consultative and participatory process that involved the main stakeholders in rural poverty reduction. It covers the period 2008-2013. It provides a review of opportunities for IFAD’s contribution to rural poverty reduction over six years and articulates how IFAD will complement the efforts of the Government of Yemen and other development partners. The strategic objectives of this COSOP are aligned with the Millennium Development Goals and the Yemen poverty reduction strategy. (par 1-2)
II-Country Context: 
A. Economic, agricultural and rural poverty context: Yemen is one of the poorest countries in the world. Poverty affects nearly 42 per cent of the population and is mainly a rural phenomenon; over 80 per cent of the poor reside in rural areas. The key challenges to the country’s growth are: (i) dependence on oil for 80 per cent of export revenue and 80 per cent of Government revenue; (ii) the high population growth rate and the demand for new jobs for the relatively young population; (iii) the deterioration of the natural resource base, especially water; and (iv) the low level of human development. (par 3-19)
B. Policy, strategy and institutional context:
-National institutional context: IFAD’s entry point will be the Ministry of Planning and International Cooperation, the official Government representative. The lead agencies continue to be the Ministry of Agriculture and Irrigation, currently responsible for four IFAD- funded projects; the Ministry of Public Works and Urban Development, currently responsible for one project; and the Social Fund for Development (SFD), responsible for one project. (par 20-22)
-National rural poverty reduction strategy: 
There are two main instruments on development policies of the Government of Yemen: (i) Strategic Vision 2025: Is a prospective or long-term plan to guide the development of the economy and society. One of the major goals of Vision 2025 is to transform the economy and to develop human resources to reach a middle-income country level of per capita income within 25 years. Vision 2025 calls for the redirection of agricultural production in support of rainfed agriculture, the expansion of water harvesting and the improvement of water-use efficiency, the cultivation of crops that are cost efficient and show export potential and controlling the cultivation of qat. In terms of fisheries, Vision 2025 calls for attention to research and studies and improved productivity, quality and competitiveness through enhanced marketing infrastructure for refrigeration, storage and processing. (ii) Poverty reduction strategy paper (PRSP) and the associated five year development plans:  They aim to reduce the proportion of the population living below the poverty line. The Third Five Year Development Plan has been renamed the Development Plan for Poverty Reduction (DPPR) 2006-2010 to integrate it with the third PRSP. The realization of poverty reduction rests on what are referred to as the four axes or pillars of the strategy: economic growth, human resources development, improved infrastructure, and social protection. 

DPPR recognizes that the future of agriculture rests with the rainfed sector and on improved efficiency in the existing irrigated sector in view of the critical shortage of water resources. (par 23-25)
Harmonization and alignment: A country that receives significant support from the international community. In 2006, the Yemen Consultative Group met in London under the sponsorship of the Gulf Cooperation Council (which Yemen hopes eventually to join). The meeting was attended by 39 donors (including IFAD). During the meeting, the Government unveiled the National Reform Agenda, which focuses on improved governance, and outlined its vision for the development of Yemen as contained in DPPR and the associated PIP. The Yemen Consultative Group endorsed the reform programme, supported PIP as a first effort to prioritize the country’s investment needs and agreed to continue to harmonize the member activities of the Yemen Consultative Group within the overall framework of PIP and to assist each other in delivering the support promised to Yemen.

The Government established a technical unit within the Ministry of Planning and International Cooperation to help in overall aid harmonization and alignment. IFAD is committed to work within this harmonization mechanism. Furthermore, within the framework of United Nations coordination, IFAD has contributed to the development of the United Nations Development Assistance Framework for 2007-2011. (par 26-27)
III-Lessons from IFAD’s experience in the country:
A.  Past results, impact and performance
IFAD’s involvement in Yemen dates from the Fund’s creation. By the end of 2007, IFAD had supported 19 development projects in Yemen at a total cost of around US$600 million, including US$190 million in IFAD financing, of these projects, 13 have been completed, 5 are ongoing, and 1 has been approved.
Within the period of the current COSOP (2000-2007), IFAD-funded interventions have provided benefits to around 260,000 poor rural households throughout Yemen. The programme has helped participating communities establish 450 community development committees and formulate village development plans that reflect community needs, priorities and resource endowments. The village development plans are gradually being incorporated into local government planning and budgeting processes. Completed investments identified in these plans have been handed over to relevant governorate agencies for operation and maintenance or are being managed and operated by local committees on the basis of full cost recovery. (par 28-30) 
B.  Lessons learned 

IFAD has acquired a wealth of experience and knowledge about the Yemeni economy and society and a wide network of contacts in the Government and the public at large. The lessons learned include:
-Agriculture alone cannot meet the needs of rural households, the poor, in particular, are heavily dependent on sources of income besides farming for their livelihoods.

-Access to credit by the poor is essential for the adoption of improved technologies and practices that enhance productivity and incomes. 

-Involving communities in the identification, prioritization, design, implementation, and operation and maintenance of community investments is the best way of ensuring ownership, commitment and, ultimately, the sustainability of such investments. 
-The correct balance between social infrastructure investments that improve living conditions and economic investments that increase productivity and production and assist people to escape income poverty is crucial.

-Economic and institutional constraints, in particular, those related to poor bureaucracy and inter-agency coordination, poor communications, and inadequate local management capacity, are causing serious problems in project implementation. Future projects should be simple in design and limited in geographical coverage. Project management capability needs to be upgraded.
-Due to the limitations on women’s contacts with men and women’s restricted mobility, the provision of extension services, training and other services should be carried out by deploying women staff to ensure that women in the community are contacted and engaged in project activities. (par 31)
IV-IFAD country strategic framework

A.  IFAD’s comparative advantage at the country level
The IFAD comparative advantage lies in its ability to work at the grass-roots community level. The Government recognizes IFAD as a leader in participatory rural and area development in the country and wishes it to continue to deliver assistance in this field. (par 32)
B.  Strategic objectives
The goal of this COSOP and of the associated country programme is to achieve improved and sustainable livelihoods among poor rural people, especially those people depending on rainfed agriculture and livestock production systems in the Fund’s project areas.
Strategic objective 1: Empower rural communities. This will aim at strengthening the social and economic institutions of the rural poor through local capacity-building and the effective linking of these institutions to local government structures so they articulate community needs and priorities and allow small producers to exploit economies of scale in production and marketing and to increase their bargaining power in the market and with Government authorities.
Strategic objective 2: Promote sustainable rural financial services and pro- poor rural SMEs. This will focus on the development of savings and credit associations, especially among disadvantaged groups in remote rural areas, and on widening the outreach of microcredit organizations in rural Yemen so as to support agricultural production and marketing and the development of small and medium-sized rural enterprises that can play a significant role in poverty reduction by providing jobs to the unemployed, especially youth and women.

Strategic objective 3: Enhance the food security of poor households. This will aim at restoring the productive agricultural base and enhancing agricultural productivity so that poor households can produce more of their own food and a surplus for the market to increase their incomes and offer them the possibility of purchasing the food and other basic goods they do not produce themselves.
Cross-cutting issues: Popular participation, gender balance and environmental sustainability will be emphasized in all IFAD initiatives. (par 33-37)
C.  Opportunities for innovation
Strategy objective 1. The COSOP will replicate community development experiences through ongoing operations that are recognized as innovative and successful in the context of Yemen. The innovations to be explored are related to the enhancement of the sustainability of community institutions through enduring links with decentralized local government institutions.
Strategy objective 2. The COSOP will encourage innovation by microfinance institutions in terms of improving the outreach of microfinance services to the poorest segments of the rural population, introducing new financial products and packages for rural enterprises, and capacity-building and professional development. 
Strategic objective 3. Yemen is an arid country facing potentially dramatic consequences from climate change. IFAD will team up with the Global Environment Facility and other potential partners to use both loan and grant resources to enhance the adaptive capacity of its target groups to address climate change. Innovations will involve sustainable measures to promote the better management of scare water resources for agriculture, including both agronomic and engineering practices, as well as the development of rural finance products that may lessen climate. (par 38-40)
D.  Targeting strategy
The proposed targeting approach is three-pronged. The first prong is aimed at the governorate level where rainfed agriculture is predominant. The second prong is aimed at targeting communities within the selected governorates that have been identified through a participatory socio-economic survey as the poorest and most disadvantaged. The third prong is aimed at tailoring interventions in purpose, scope and size so as to be attractive mainly to poor people. (par 41)
E.  Policy linkages
IFAD will advocate among stakeholders for the need to undertake a rural public expenditure review as a basis for addressing institutional deficiencies in rural areas and, especially, for improving the allocation and management of public resources in rural areas so that additional resources flow to the local level. IFAD will also help with the articulation of a national extension strategy to guide projects and the creation of enabling conditions for the development of rural financial services. (par 42)
V-Programme Management

A.  COSOP management
This COSOP will be used as a tool for the joint planning and monitoring of IFAD- supported interventions in Yemen. To ensure programme coherence and to measure performance, the monitoring and evaluation systems of projects financed under this COSOP will be closely aligned with the COSOP results framework, while IFAD's Results and Impact Management System (RIMS) reporting will be maintained for the ongoing programme. (par 43)
B.  Country programme management
Country programme implementation partnership. The COSOP will be managed by the country programme management team. This team will follow up on the COSOP results framework and provide implementation support for ongoing projects. It will visit the country at least once every year to review the progress in implementation, hold knowledge exchange seminars and clinics on specific topics, identify issues related to innovation, policy dialogue and partnership, and draw lessons on successes and failures.
Supervision. The supervision of IFAD-funded projects is currently undertaken by the United Nations Office for Project Services (three projects), the World Bank (two projects) and IFAD direct supervision (one project). Supervision will focus on providing implementation support geared towards the achievement of results and impact. During this COSOP, IFAD will increase the number of its projects in Yemen under the direct supervision modality.
Project-at-risk ratings. The Yemen project-at-risk rating has shown some improvement recently as a result of the active involvement of the Yemeni authorities and IFAD to resolve problems facing projects. 
Management of retrofitting. The more recent projects in the country are broadly in harmony with the strategic objectives identified for this COSOP. (par 44-48)
C.  Partnerships 

Institutional collaboration. In addition to the national partners IFAD will collaborate with other major donors, including international and regional financial institutions such as the World Bank, the OPEC Fund for International Development, the Islamic Development Bank and the Arab Fund for Economic and Social Development and, whenever possible, also with bilateral donors and non-financial institutions such as the International Center for Agricultural Research in the Dry Areas, the International Center for Biosaline Agriculture (technology generation and transfer) and the Consultative Group to Assist the Poor (rural finance). 
Institutional coordination. IFAD-financed interventions will continue to focus strongly on work through partnerships and close consultation with key stakeholders to realize complementarities and synergies. (par 49-50)
D.  Knowledge management and communication
Knowledge sharing and learning lead to better implementation, and better future programme design and impact will be enhanced through farmer exchange programmes and workshops on specific themes to review and document best practices and exchange information among the various partners. Yemen is scheduled to be a member of the second phase of KariaNet, a digital networking system connecting IFAD projects for knowledge sharing in the region. (par 51)
E.  PBAS financing framework
The level of funding available for Yemen under the PBAS at present performance is US$16.6 million for the three-year period 2007-2009. The implementation of Yemen’s National Reform Agenda, in addition to the steps IFAD and the Government are taking to improve project management and obtain access to counterpart funds, is expected to lead to significant improvement in Yemen’s PBAS score and consequently increase Yemen’s share in IFAD resources during the coming years. (par 52-53)
F.  Risks and risk management
A major risk in the attempt to attain the strategic objectives relates to weak institutional and management capacity.

Regarding strategic objective 1, the main risk is the sustainability of these institutions in the medium and long term. This risk will be mitigated by allowing groups to form voluntarily on the basis of common economic interests and needs and providing them with adequate training. 
Regarding strategic objective 2, the main risk relates to the economic viability and financial profitability of initiatives proposed by beneficiary groups. This risk can be mitigated through the careful selection of the activities to be supported, building the technical and financial management capability of entrepreneurs, and the use of well- thought-out business plans and performance-based contracts.

Regarding strategic objective 3, the main risk relates to climate change and groundwater depletion at the national level and is treated under the section on opportunities for innovation (paragraph 40). (par 54-57)
