EB 2009/97/R.16: Proposed loan and grant to the Federal Democratic

Republic of Ethiopia for the Pastoral Community

Development Project II

Main development opportunity addressed by the project

The project is the second phase of a rather successful partnership between pastoral communities, local and federal governments, the International Development Association and IFAD. By building on experiences and lessons learned from Phase I, the project will expand outreach in the delivery of basic social services and improve livelihoods for about 600,000 households representing 25 per cent of the total pastoral population over the next 5 years.

Proposed financing

Terms and conditions: It is proposed that IFAD provide to the Federal Democratic Republic of Ethiopia a loan in the amount of approximately US$19.5 million on highly concessional terms, and a grant in the amount of approximately US$19.5 million to help finance the Pastoral Community Development Project II. The loan will have a term of 40 years, including a grace period of 10 years, with a service charge of three fourths of 1% (0.75%) per annum.

Country debt burden and absorptive capacity of the State: Ethiopia has no outstanding debt service arrears.

Governance: The following planned measures are intended to enhance the governance aspects of the IFAD financing: (i) IDA and IFAD Procurement Guidelines will be followed in the awarding of contracts for goods, works and services; (ii) project accounts will be prepared and maintained in accordance with generally accepted accounting principles; and (iii) the accounts will be audited annually and the report of the audit will be submitted to IDA and IFAD. The Government has also agreed to adopt a set of anti-corruption measures geared to improve disclosure of key information on project performance, enhance stakeholder engagement with monitoring and oversight, mitigate collusion, fraud and nepotism, promote complaints handling mechanisms, and introduce appropriate sanctions and remedies.

Target group and participation

The target group consists of 600,000 households living in 57 districts. These districts account for about 45 per cent of the pastoral lowlands. Their selection criteria include poverty and vulnerability, security, accessibility, population density, and minimum overlap with similar projects.

Participation: Participatory learning and action tools will be used in the preparation and implementation of community action plans and micro-projects to ensure that the views, needs and priorities of all members of the community are taken into consideration. The project will also seek to empower citizens and pastoral communities to effectively engage in local development decision-making and performance monitoring. 

Harmonization and alignment

The project supports Ethiopia’s second generation poverty reduction strategy paper (PASDEP) and its implementation arrangements are well embedded into the decentralized regional administrations. Planned project activities will largely be implemented by pastoral communities with backstopping support from local government institutions. The procurement of goods, works and services will largely be carried out in line with the Government’s own policies, regulations and procedures.

Benefits and economic and financial justification

The main benefits include: increased capacity for risk management and early response at the local and national levels; increased human and social capital; community empowerment through participatory development; increased access to basic social services; increased access to sustainable financial services and thereby incomes; and greater effectiveness in public administration through capacity-building, community participation and accountability.

Economic and financial viability: Planned project activities will be demand-driven, multisectoral and difficult to predetermine with any degree of accuracy.

Main risks

The project faces six main risks: (i) weak institutional capacity at the woreda and

kebele levels; (ii) political and bureaucratic interference, and elite capture; (iii) conflicts; (iv) failure to develop and implement a comprehensive policy and institutional framework for risk management in pastoral areas; (v) natural disasters; and (vi) continued weak M&E system. 
Environmental classification: The project is directly focused on enhancing the livelihoods of poor pastoralists through improved management of natural resources and reduced vulnerability to environmental shocks such as drought.

Sustainability

There are 3 important factors that will enhance sustainability of planned investments: (i) the federal and regional governments have demonstrated their support for participatory approaches that enhance ownership and community empowerment; (ii) implementation arrangements are well embedded within the existing institutional framework; and (iii) communities will be expected to identify funding mechanisms for repair and maintenance of common facilities, and the woreda council and regional bureaus will be required to commit resources for complementary services prior to approval of related subprojects.
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