Proposed loan and grant to the Republic of the Philippines for the Second Cordillera Highland Agricultural Resource Management Project
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

Cofinanciers: Asian Development Bank (AsDB) OPEC Fund for International Development (OFID)

Amount of cofinancing: AsDB: US$10.0 million, OFID: US$10.0 million

Recommendation

RESOLVED: that 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.

RESOLVED FURTHER: that 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)
Main Development Opportunity Addressed by the Project:
The proposed project will scale up the approaches of the first Cordillera Highland Agricultural Resource Management 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. (Par 1)

Target Group and Participation:

In line with the IFAD Policy on Targeting, 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 per cent 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 10)

Development Objectives:

The project goal is to reduce the poverty and improve the livelihoods of poor rural women and men in indigenous communities in the upland areas of the Cordillera Administrative Region. 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)

Components and Expenditure Categories: 

The project has five components: (i) community mobilization, participatory planning of investments, and land titling; (ii) community watershed conservation (including forest management and agroforestry development); (iii) agricultural andagribusiness development, and promotion of income-generating activities; (iv) rural infrastructure development; and (v) project management and coordination. (Par 17)

Key Implementing Partners:

Overall responsibility for the project will lie with the Department of Agriculture. A regional inter-agency steering committee will be responsible for policy oversight. (Par 19)

Benefits and Economic and Financial Justification:

The project will reach approximately 94,130 of the 190,000 inhabitants of the target area (or 36,300 households). However, as some of these people will participate in several project activities, an estimated 12,530 households will actually benefit from the project, or about 34 per cent of the population. (Par 24)

Economic and Financial Viability:

Estimates based on project models using typical crops indicate that the return to labour of the project will increase by an average of 60 per cent. The economic rate of return of the project is a robust 30 per cent. A decrease of 20 per cent in benefits and a simultaneous increase in costs of 20 per cent still yield a rate of return of 22 per cent. (Par 25)

Main risks:

The project faces three main risks: (i) the Government’s continuing fiscal constraints, plans for rationalizing the government machinery and expenditures, and policy reversals by future governments; (ii) natural disasters, as the project area is part of the typhoon belt; and (iii) lack of participation .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 value of these systems has been acknowledged worldwide, providing farmers with access to high-value niche markets. The development of value chains together with private enterprises and NGOs in this sector will also ensure financial sustainability. (Par 31)

