Summary of IFAD EB 2007/92/R.46 Progress report on implementation of the performance-based allocation system
Recommendation for approval

The Executive Board is invited to approve the submission of a progress report to the thirty-first session of the Governing Council in 2008, based on this report and its addendum containing the 2007 country scores and 2008 allocations.

Progress report on implementation of the performance based allocation system:
At its twenty-sixth session, held in February 2003, the Governing Council approved the establishment in IFAD of a performance-based allocation system (PBAS), delegating authority to the Executive Board to develop the details of the system’s design and implementation. (par. 1)
Application of the PBAS in 2007:
During 2006, the regional divisions identified the “active”3 countries for 2007-2009. On this basis, final country scores and allocations were made for 2007 and provisional figures for 2008 and 2009, giving an overall country allocation for the three-year allocation period. The figures for 2008 and 2009 were indicative and subject to changes in annual performance (based on assessment of projects at risk, rural sector performance, and the resource allocation index of the International Development Association [IDA]), population and GNI per capita. All loans and country-specific grants presented to the Executive Board for approval in 2007 are within a country’s PBAS allocation. In terms of the overall programme of work in 2007, it is projected that about 96 per cent of the resources available for commitment would be allocated according to PBAS guidelines. The share of IFAD resources for sub-Saharan Africa is estimated to be 43 per cent (subject to the final list of projects to be submitted to the Executive Board). Countries that have minimum allocations have been able to utilize their share from two allocation periods up to a maximum of US$6.0 million per country. In line with the implementation of the Debt Sustainability Framework, those countries assessed as not at risk of future debt distress (classified as “green”) and therefore continuing to be eligible to receive loans from IFAD, have received slightly higher allocations. (par. 5)
In 2007, there has been no requirement for reallocations between countries. However, in developing the PBAS within IFAD, the Executive Board recognized that there would be situations in which it would not be possible to deliver commitments against ex ante country allocations within the allocation period owing, for example, to a lack of demand for IFAD loans or the absence of opportunities to engage in operations in priority activities as identified in the results-based country strategic opportunities programmes. In such cases, the unused allocation would be reabsorbed into the allocable resource pool4 for redistribution through the prevailing PBAS allocation system (document EB 2003/79/R.2/Rev.1, paragraph 40). As the implementation of the PBAS continues in the next two years of the allocation period, this will continue to be monitored to ensure the integrity of performance-based allocation throughout the process. (par. 6)
The updating of the 2007 country scores and 2008 country allocations:
As noted above, the “firm” country allocations for 2007 were based on the country scores calculated at end-2006. This, together with the indicative scores for 2008 and 2009, allowed the country allocations for the 2007-2009 allocation period to be determined. Similarly, as updated data on performance (both portfolio and rural sector performance) has become available the process of updating country scores has been undertaken. With the move to uniform allocations, the data has been subject to interregional review and benchmarking to ensure consistency in assessments. Where appropriate, weighted averages have been used to reduce statistical variance over time. In line with the decision of the Executive Board in April 2006, as reflected in the minutes,5 given IFAD’s specific focus on rural poverty, it was agreed that the concept of rural population would be applied. Therefore, the latest rural population figures, as available through the World Bank, have been used for 2008 and 2009 (indicative) country scores. A further refinement introduced in 2006 is the use of individual country policy and institutional assessment scores as disclosed by the World Bank, rather than average scores based on quintiles of countries. (par. 7)
The updated data will be reflected in the final 2007 country scores and 2008 country allocations, which will be tabled at the December Executive Board and subsequently disclosed in accordance with the procedures agreed for disclosure of PBAS information on the IFAD website (www.ifad.org/operations/pbas). (par. 8)
