Summary of IFAD EB 2007/92/R.31 - Proposed loan to the Republic of Costa Rica for the National Rural and Entrepreneurial Development Programme

Initiating institution: IFAD
Borrower: Republic of Costa Rica

Executing agency: Ministry of Agriculture

Total programme cost: US$17.32 million

Amount of IFAD loan: SDR … million (equivalent to approximately US$9.19 million)

Terms of IFAD loan: 18 years, including a grace period of three years, with an interest rate equal to the reference interest rate per annum as determined by the Fund annually

Recommendation:
The Fund shall make a loan to the Republic of Costa Rica in various currencies in an amount equivalent to … special drawing rights (SDR …) to mature on or prior to … and to bear an interest rate equal to the reference interest rate per annum as determined by the Fund annually, and to be upon such terms and conditions as shall be substantially in accordance with the terms and conditions presented herein. (par. 35)
The programme:
Main development opportunity addressed by the programme

The programme reflects the Government’s poverty reduction priorities, the objectives of the IFAD Strategic Framework 2007-2010 and the strategic objectives for Costa Rica defined in the country strategic opportunities paper. (par.1)
Proposed financing:
Terms and conditions

The term of the loan is 18 years, including a grace period of 3 years, with an interest rate equal to the reference interest rate per annum as determined by IFAD annually. (par. 2)
Governance

The following planned measures are intended to enhance governance of the IFAD loan: (i) annual independent audits in accordance with international auditing standards and IFAD’s Guidelines on Project Audits; and (ii) funds allocated to beneficiary groups will be transferred to grass-roots organizations by means of joint contracts between the Ministry of Agriculture and these organizations. (par. 8)
Target group and participation:
Target group

The target group comprises rural men and women, including small-scale producers, micro entrepreneurs, craft workers, subsistence fishers, rural labourers, indigenous groups and unemployed young people.

Programme direct beneficiaries have been estimated at 25,000 people (6,500 households); and indirect beneficiaries at 16,000 people (4,000 households). (par. 9)
Targeting approach

The programme’s targeting strategy has been prepared based on the IFAD Policy on Targeting. Direct beneficiaries will access the programme through existing or newly formed organizations. (par. 10)
Development objectives:
Key programme objectives

The specific objectives of the programme are to (par. 12): 
(i) Strengthen the organizational, management and entrepreneurial capacities of beneficiaries and their organizations

(ii) Enhance the productive and entrepreneurial capacities of producers’ organizations 
(iii) Establish and strengthen local markets for technical and financial services to support business plan implementation; and 
(iv) Transform the Agrarian Development Institute into a national rural development institute.

Components and expenditure categories:
Main components

17. The programme has four components: 
(i) local capacity strengthening (16 per cent of base costs);
(ii) sustainable agribusinesses creation (66 per cent); 
(iii) expansion of local services markets (6 per cent); and (iv) institutional strengthening and programme management (12 per cent).

Management, implementation responsibilities and partnerships:
Key implementing partners

The main implementing partners will be organizations of the target group; public institutions for agricultural production (i.e. decentralized technical institutes); private technical service providers (organizations and individuals) located in the programme area; banking and rural financial intermediaries; and municipalities involved in business plan implementation (for the development of rural roads).

Economic and financial viability:
The resulting net present value of the aggregated investments is positive, with an economic internal rate of return of 24 per cent. (par. 25)
Main risks and mitigation measures:
Although the programme is a priority for the Government, it faces one main risk: the limited capacity for financial management within the Ministry of Agriculture. This is mitigated by the fact that the beneficiaries’ organizations will manage most of the programme resources by means of joint contracts and periodic audits on the administration and execution of those contracts. (par. 29)
Environmental classification:
Pursuant to IFAD’s environmental assessment procedures, the programme has been classified as a Category B operation in that it is not likely to have any significant negative impact on the environment. (par. 30
Sustainability:
Sustainability of programme achievements will depend mainly on the capacities of beneficiary organizations to manage their businesses and the effective adoption of the M&E mechanisms to monitor the business plans. (par. 31)
