Summary of EB 2007/92/R.2 Programme of work, Programme Development Financing Facility and administrative and capital budgets of IFAD and of its Office of Evaluation for 2008. 
Recommendations for approval
The Executive Board is invited to: 

approve the recommendation on the programme of work for 2008 at a level SDR 417,O million (US$650 million), which comprises a gross grant programme of US$ 42.2 million and a lending programme of SDR 389.9 million. The proposed grant programme is made up of a country window grant programme of US$9.8 million and a global/regional window programme of US$32.4 million. It is proposed that this programme of work level be approved for planning purposes and that it be adjusted during 2008 in accordance with the level of resources available. 

Approve the total Programme Development Financing Facility (PDFF) in the amount of US$38.8 million for 2008

Authorize the President to submit to the thirty-first session of the Governing Council, firstly the administrative budget of IFAD for 2008 in the amount US$72.3 million, secondly, the capital budget of IFAD for 2008 in the amount US$2.0 million and thirdly, the administrative budget of IFAD’s Office of Evaluation (OE) for 2008 in the amount of US$5.47 million. (para 118) 
The presentation to the Executive Board of a results-based programme of work and budget for 2008 is an Action Plan deliverable and an integral element of IFAD’s agenda for Managing for Development Results. The alignment of resources with results needs to take place at two different levels: at a programme level for development aid resources (to which IFAD’s programme of work corresponds), and at an organizational level for human and financial resources (to which the administrative budget and PDFF correspond). The Results Measurement Framework and country strategic opportunities programmes (COSOPs) will be the main instruments for aligning of the programme of work with strategic objectives, while results at an organizational level will be monitored through IFAD’s Corporate Planning and Performance Management System.
Overall Resource Framework

In line with consultations during the seventh replenishment of IFADs resources, it was agreed that the fund will commit about US$2 billion for development projects and programmes over the replenishment period, within the framework of a programme of work that will be (i) allocated according to the performance-based allocation system agreed under the Sixth Replenishment; (ii) increased by 10 per cent each year; and (iii) delivered with increased efficiency. Accordingly, it is proposed that the programme of work be increased by 10 per cent in 2008, and that the efficiency ratio be improved to 16.3 per cent (from 17.1 per cent in 2006 and 16.8 per cent in 2007).  As a result of the Seventh Replenishment agreement, IFAD may utilize its advance commitment authority (ACA) to a maximum of five years of future reflows. (para1 &2)
Delivering a programme of work and budget for IFAD that are results-based

In accordance with IFAD’s Action Plan for improving its Development Effectiveness agreed with the Executive Board, IFAD must submit to the Board in December 2007, and annually thereafter, a results-based programme of work and budget, which is an integral element of IFAD’s agenda for managing for development results. The successful achievement of results within this system is highly dependent on the degree of focus and alignment of the Fund’s financial and human resources. (para3 – 6)

 A key element of managing for development results is the establishment of a systematic and effective approach to managing risks and opportunities. IFAD is committed to enterprise risk management (ERM) and is reflected in the expected outputs of the Corporate Management Results (CMR) which are the development of an ERM policy/framework and the completion of a corporate training programme on risk management by all managers. There is also an emphasis on oversight seen in the establishment of the Office of Audit and Oversight to handle matters relating to irregular practices in IFAD activities and operations. 2007 was a trial year for the Corporate Planning and Perfomance Management System (CPPMS), 2008 will be the first year of full operation of the IFAD CPPMS. (para 7-11)

Programme of work – Global/regional and country programmes and projects 

 The proposed overall 2008 programme of work amounts to (US$650 million). Based on the indicative lending programme, up to 34 projects would be submitted for approval in 2008 (maintaining a target number of planned projects similar to that established for 2007, but consistent with PBAS requirements), for a total SDR 389.88 million (US$607.75 million), including resources provided under debt sustainability framework (DSF) terms. (para12 &13)

The internal composition of the programme work in 2008 has changed: The transfer of part of the programme of work under the grant heading to the PDFF has been duly eliminated. The percentage of the programme of work reserved for country-specific grants has also been reduced from 2.5 per cent to 1.5 per cent, reflecting the fact that DSF eligible countries will henceforth receive all or half of their assistance as grants under the agreed DSF procedures and criteria, and will no longer access the country-specific grants envelope. The percentage of the programme of work and budget dedicated to global/regional grants (5 per cent) remains unchanged. Accordingly, the proposed level of grants is US$42.2 million. (para 14)

In 2007, the Programme of Work was expected to have a major emphasis on agricultural technologies and effective production services, which is also expected to take precedence in 2008. A relatively large percentage of the programme of work in 2007 is focused on projects providng financial services to the rural poor and access to natural resources. The (para15 & 16)
Administrative budget and Programme Development Financing Facility 
Within the total cost envelope of US$112.9 million, the regular administrative budget has been increased by 2.0 per cent in nominal terms to US$72.3 million, equivalent to projected euro zone inflation in the Consumer Price Index (CPI), a 4.5 per cent reduction in real terms (reflecting the difference between the composition of the CPI and IFAD expenditure “baskets”). A line representing the Consultation on the Eighth Replenishment of IFAD's Resources has been introduced and shows a total cost of US$1.8 million and the PDFF has been increased by a nominal 13.9 per cent (8.8per cent in real terms) to US$38.8 million in order to support the proposed increase of 10 per cent in the programme of work and the mainstreaming of the country presence initiatives previously funded by the Field Presence Pilot Programme (FPPP) budget. The net effect is to show a total increase of 7.6 per cent in nominal terms and 1.6 per cent in real terms with regard to the total of these budgets (regular administrative budget, Eighth Replenishment budget and the PDFF combined). In addition, the Fund is proposing a capital budget. (para 17 - 20)
The administrative budget proposal calls for an increase of 2.0 percent in nominal terms and a decrease of bout 4.5 percent in real terms. The four main components of this budget are staff costs, Non-staff costs, Training and Contingency. Staff costs have seen a norminal increase of 4.7 percent. The non-staff costs budget has been reduced by 13.1 percent in nominal terms.   Facility management costs will decrease (by approximately 10 per cent) as a result of moving from three separate buildings into the new single headquarters building. The cost of interpreters and translators will decrease by some 17 per cent as a result of the shift to staff rather than consultants.(para 21 -24)
It is proposed that the training budget nearly triple to US$1.1 million within the overall 2.0 per cent nominal increase of the regular administrative budget and priority will be to continue and upscale the middle management training programme which began in 2005 with the joint World Food Programme/FAO/IFAD) management development centre. More generic training is planned for staff throughout the organization to build competency levels in areas such as language, communication and negotiation. (para 25 &26)
Consultation on the Eighth Replenishment of IFAD’s Resources 
The Consultation on the Eighth Replenishment of IFAD's Resources (IFAD VIII) will take place in 2008 and management estimates it will cost up to US$1.8 million. Management is budgeting on the assumption that there will be five consultations. (para 27)
Programme Development Financing Facility (PDFF)
It is proposed that the PDFF grow within the proposed overall envelope of the 16.3 per cent efficiency ratio and the effort to contain administrative costs to shift resources to operations. The proposed increase is 8.8 per cent in real terms (13.9 per cent in nominal terms) to sustain the drive to improve the quality of country programmes, project design and project supervision, as well as integrating country presence into the total cost envelope in the context of a 10 per cent increase in the programme of work. Development effectiveness is being emphasized through increased support to project and programme implementation as more support is being given toward PDFF “B” (ongoing project portfolio) relative to PDFF “A” (new project/programme development). (para 28 & 29)
The most significant change in the composition of the 2008 PDFF is the shift from supervision by cooperating institutions to direct supervision by IFAD. This is reflected in a decrease in cooperating institution costs from US$13.2 million in 2007 to US$6.7 million in 2008, and a corresponding increase in staff and consultancy services. There is also a focus on improving the quality of country programmes as is seen in the increase in country programme activities by 94%.  This activity also contains country presence costs which were previously funded through the FPPP budget. A separate paper is being presented to the Executive Board in relation to country presence activities in 2008.8 (para 30 &31)
Human Resources
IFAD’s ability to attract, retain and focus high-quality staff will be critical for its development effectiveness. In the context of the Action Plan, the centrality of human resource management (staff development, staff management and staff alignment with priority results) has been reflected in management changes including the establishment of a senior management Human Resources Strategic Management Committee and the adoption of a guiding framework for long-term staff and staff development planning. (para 32 – 34) See Table 11 below for further details.
Table 11

	Summary of human resources proposed for 2008 by source of funding 

	(Expressed in full-time equivalents)a 

	Source of funding 
	Total 2007 
	
	Fixed term 
	
	Short-term staff 
	Total 2008 
	Change in FTEs 

	
	
	Professional and higher 
	General service 
	Total fixed term 
	
	
	
	
	
	

	Administrative budget 
	402.9 
	181.3 
	195.4 
	376.7 
	13.2 
	389.9 
	(13.0) 

	(annex XIV) 
	
	
	
	
	
	
	

	PDFF (annex XIV) 
	43.3 
	36.6 
	20.2 
	56.8 
	3.4 
	60.2 
	17.0 

	Total 
	446.2 
	217.9 
	215.6 
	433.5 
	16.6 
	450.2 
	4.0 

	a 
	FTE = 12 months. The President and Vice-President are not included. 


Capital Budget
 The capital budgeting framework endorsed by the Audit Committee in June 2007 stipulated how capital expenditures spanning more than one year were to be implemented and managed within IFAD. The capital budget approval process and parameters are available in the full version of this document. IFAD proposes the establishment and funding of a capital budget to be amortized in charges against future budgets. Correspondingly a capital budget of US$2.0 million is proposed for 2008, of which US$1.1 million for loan and grant systems integration (responding to an observation of the external auditor), US$0.3 million for streamlining institutional processes (principally HR related), and US$0.5 million for desktop/laptop computers renewal (para 35 -41) 

Aligning IFAD’s human and financial resources with results

IFAD’s approach to aligning its human and financial resources with results is firmly rooted in its overall results management system. Corporate management results, corporate KPIs and main outputs presented in the following section have benefited from learning and insights gained from the first year of implementation of CPPMS in 2007, including through consultations with members of the divisional management plan network, senior and middle management, the draft strategic departmental plans for 2008-2009, two assessments of the system, and exchanges with similar organizations. (para 42 -45)
Two significant outcomes of the review have been the addition of a new CMR to strengthen the strategic focus of IFAD’s regional and international policy dialogue and partnership engagements and the introduction of a department-level planning instrument, the strategic departmental plan, which have played an important role in identifying an articulating strategic priorities for 2008. (para 45 –48)
Details of corporate management results CMR  and corporate key perfomance indicators CKPI: 

Better country programmes designed and managed in support of national development strategies and in coordination with governments and other partners. In order to ensure effectiveness, IFADs country-level interface should be strengthened.  The priority for IFAD is to ensure that its projects are designed to the highest quality, are based on best practices and promote innovative approaches.(para 49 -52)

Better project implementation support – operationalization of the recently approved supervision policy and guidelines whereby IFAD is formally moving from commissioning supervision to managing it itself. (para 53 & 54)
Improved resource mobilization and management through increasing the size and security of IFADs financial resources base and improving the way in which IFADs main resource envelopes are managed and accounted for.(para 55 &57)
Improved human resources management, risk management and administrative efficiency. (para 58-62)
More strategic international engagement and partnership. IFAD does this primarily through drawing on the knowledge and experience generated by the projects it finances, by supporting poor people and strengthening their organizations (thereby enabling rural poor people to speak for themselves in international forums rather than seeking to speak on their behalf), and by developing close partnerships on policy and advocacy with strategic partners. (para 63 – 65)

2008 Work Programme and Budget for IFADs Office Evaluation (0E)
As instructed by the Board in December 2006, the proposed OE work programme and budget for 2008 will return to a more sustainable level. At its September session, the Executive Board expressed support for the work programme and acknowledged the importance of the proposed evaluations. It also noted the proposed reduction in the budget proposal presented in September of around 8 per cent in real terms as compared to the 2007 budget. Following an assessment of the evaluability of some of the proposed evaluations and as agreed with the Evaluation Committee in October, OE is now proposing a further reduced work programme and budget and has also managed to lower the level of human resources required in 2008. These changes will result in a total reduction of US$357,000 in the proposed budget for 2008 (currently standing at US$5.47 million) as compared with the US$5.82 million figure of the 2007 budget.
For information on the Achievements in 2007, please see the full document Part Two - item III, page 21. 

