Summary of EB 2007/92/R.24 Support Programme for Rural Microenterprise Poles and Regional Economies (PROSPERER) – Madagascar
Executing Agency: Ministry of Agriculture; Federation of Chambers of Commerce and Industry


Total Programme Cost: US$ 30.30 million
Amount of IFAD loan: SDR 11.65 million (equivalent to approximately US$17.70 million)
Amount of IFAD grant: SDR 0.19 million (equivalent to approximately US$0.29 million)
The Executive Board is invited to approve the recommendation for the proposed loan and grant to the Republic of Madagascar for the Support Programme for Rural Microenterprise Poles and Regional Economies (PROSPERER).
The Programme

Proposed financing: It is proposed that IFAD provide to the Republic of Madagascar a loan in the amount of SDR 11.65 million (equivalent to approximately US$17.70 million), on highly concessional terms, and a grant in the amount of SDR 0.19 million (equivalent to approximately US$0.29 million) to help finance the Support Programme for Rural Microenterprise Poles and Regional Economies (PROSPERER). The loan will have a term of 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. (para 2)
Development opportunities: Despite the Agriculture sector’s undeniable potential in Madagascar, its poor performance is one of the main causes of rural poverty. Craft work is an important activity in Madagascar, with an estimated 1,800,000 enterprises. The sector is 85 per cent informal and contributes 15 per cent to GDP, with an added value of US$150 million in 2003, equivalent to US$80 per microenterprise. The programme has been designed in line with the National Rural Development Programme priorities and the National Private Sector Support Programme and will be supervised directly by IFAD, together with co-financing partners.  (para 1, 4, 6)

Governance: Regional and national steering committees will be established from the outset. Procurement of goods and services will be undertaken on a competitive basis and in accordance with IFAD guidelines. Programme accounts will be subject to annual audits by independent auditors. Programme staff will be competitively recruited and subject to a yearly performance review. (para 10)
Target Group: the programme’s primary targets are rural microenterprises (RMEs) with fewer than 5 employees and small rural enterprises employing between 5 and 15 people and involved in clusters and value chains, for a total of 48,000 enterprises. It will cover five regions – Analamanga, Itasy, Upper Matsiatra, Vatovavy and Sofia – selected from the regional priorities set forth in the country strategic opportunities paper (COSOP). (para 11-12)

Participation: The programme will boost the capacities of existing RMEs in on- and off-farm growth value chains, by making use of business development services (BDS). It will also assist in the structuring of clusters and value chains identified as growth sectors and linked to the regional growth poles and help young people and adults enter the job market and eventually create their own RMEs. (para 13)
Development objectives: The programme goal is to increase the incomes of the rural poor by consolidating RME at the local and regional levels and can be aligned to IFADs strategic objective for Madagascar described in the COSOP 2007-2012, ““promote pro-poor regional development, using inclusive approaches, to ensure that the more vulnerable producers can benefit from rural economic growth and achieve better livelihoods”. (para 14 – 16)

Harmonization with development partners: Specific partnerships have been forged for the programme: (i) on technical assistance with UN agencies (UNCDF for rural finance); (ii) on infrastructure with OFID (cofinancing US$5 million) and World Bank (parallel financing US$3 million). (para 17-18)

Management and implementation responsibilities: The MAEP is the lead agency for the programme. National and regional steering committees will be established. The programme will be executed by the FCCI, a unique public-private partnership entity with 40 year’s experience. (para 21)
Key financing partners: The total project cost is US$30.30 million over seven years. IFAD will finance the US$17.70 million loan and US$0.29 million grant (59 per cent); the Government US$4.51 million (15 per cent); beneficiaries US$2.20 million (7 per cent); OFID US$5 million (17 per cent) and UNCDF US$0.60 million (2 per cent). (para 25)

Economic and financial viability: An estimated 50,500 jobs will be created, based on growth assumptions for existing RMEs, new start-ups and new wage workers receiving literacy training and the economic internal rate of return has been estimated at 18.4 per cent. (para 27)
Scaling up: The programme will scale up activities by empowering microenterprise federations to manage value chains, take over BDS management and contract service providers. (para 30)

Main Risks: Two major risks are foreseen: (i) the risk that private-sector development will be handled by the public sector: to mitigate this risk, programme management is subcontracted to FCCI, a public-private partnership entity; and (ii) the risk that larger enterprises will garner programme benefits, to the detriment of RMEs: to mitigate this risk, and in addition to RME-dedicated activities, enterprise federations and consultative platforms will ensure participation by smaller stakeholders.

Sustainability: Programme sustainability will be fostered by: (i) activity phasing in each region: inception (two years); development (four years) and exit strategy (one year); and (ii) project outcomes maintained within value chains and enterprise federations, as durable processes and institutions.

