Summary of IFAD EB 2007/92/R.31 - Proposed loan and grant to the Republic of Guyana for the Rural Enterprise and Agricultural Development Project

Initiating institution: IFAD

Borrower: Republic of Guyana

Executing agency: Ministry of Agriculture

Total project cost: US$6.93 million

Amount of IFAD loan: SDR … million (equivalent to approximately US$2.88 million)

Amount of IFAD grant: SDR … million (equivalent to approximately US$2.88 million)

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

Recommendation:
The Fund shall make a loan to the Republic of Guyana in various currencies in an amount equivalent to … special drawing rights (SDR …) to mature on or prior to … 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 Guyana 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.37)

The project:
Main development opportunity addressed by the project

Guyana’s traditional products face severe challenges competing on international markets, whereas there are a wide variety of non-traditional products produced by small farmers that have good external market potential. The Government considers that these products could represent a major economic diversification and growth opportunity for the country. (par. 1)
Proposed financing:
Terms and conditions

The total loan will be disbursed over a period of six years, most of it from the second to the fifth project years. Administrative arrangements for loan disbursal following the regulations of the Ministry of Finance, the Bank of Guyana, the Ministry of Agriculture and IFAD are in place. (par. 2)
Target group and participation:
Target group & Targeting approach

The main target group consists of 5,200 rural households. It is anticipated that 20,800 people will benefit directly from project activities, 53 per cent of whom will be men and 47 per cent women.  (par. 11-12)
Development objectives:
The project’s overall objective is to improve the living conditions of poor rural households, especially small-scale producers and vulnerable groups, by strengthening their human, social and financial assets. (par. 14)
Harmonization and alignment:
Harmonization with development partners

Strong synergies could be obtained through coordination with other donors, particularly the Inter-American Development Bank and the Canadian International Development Agency, and the Food and Agriculture Organization of the United Nations, on support to technology development, enterprise management and investment. (par. 18)
Components and expenditure categories:
Main components

The project has two main components (par. 19):  

(i) market and rural enterprise development (42 per cent of the total base costs); and  

(ii) human and social capital strengthening (35 per cent). 
Project coordination accounts for 23 per cent of total base costs.

Management, implementation responsibilities and partnerships:
Key implementing partners and responsabilities
The main implementing partners will be: (i) the Ministry of Agriculture, particularly ASDU; and (ii) the New Guyana Marketing Corporation (NGMC).  Other implementing partners will also be included. ASDU, as the lead agency, will have overall administrative responsibilities for the project. (par. 21-22)
Economic and financial viability:
An analysis across eight enterprises shows an internal rate of return (IRR) ranging from 40 to 89per cent in a “with project” scenario and an average increase in the financial IRR of29 per cent. (par. 27)
Scaling-up approach:
The programme was conceptualized as having national coverage, beginning operations in priority municipalities to test programme strategies and methodologies. The expectation within the Ministry of Agriculture is that PMU institutional and human capacities will be transferred to the reorganized Agrarian Development Institute. (par. 28)

Main risks and mitigation measures:
The project faces two main risks: (i) rapidly changing market and production conditions; and (ii) social and political challenges that potentially undermine organization and human capacity-building. (par. 31)
Environmental classification & Sustainability:
The project, the project has been classified as a Category B operation in that it is not likely to have any significant negative environmental impact. The project has been designed with an exit strategy to ensure that, after project completion, beneficiaries (service providers and stakeholders) are capable of maintaining and improving their production services and systems Sustainability will also be bolstered by the project’s emphasis on building human and social capacity to adjust to changing situations. (par. 32-33)
