EB 2009/97/R.17: Proposed supplementary loan to the Republic of

Madagascar for the Project to Support Development in the Menabe and Melaky Regions

Objectives, targeting and harmonization
The project covers several districts, including 21 rural communes located in two regions, Menabe and Melaky. The project is expected to benefit approximately 200,000 people directly, equivalent to 40% of those living in the project area. By project-end, half the total target population will have improved their land tenure security. The production of food crops is expected to increase from 68,000 tons to 165,000 tons as a result of both the expansion and the intensification of production. The economic rate of return of the project is estimated at 26.6%. The objective of the project is to improve access by the rural poor to land and water resources in order to optimize agricultural production and ensure a sustainable increase in their incomes. The project supports land security, productive development and the management of watershed areas. It also focuses on strengthening support for the value chain approach and creation of linkages between producers and markets. The project is fully consistent with the Government’s decentralization policy, the Madagascar Action Plan and the sector-wide approach developed for agriculture

(Programme sectoriel agricole). The project is part of the national land reform programme (Programme national foncier [PNF]). All cofinanciers have signed a project partnership agreement. Activities implemented at the regional level are documented by PNF and will eventually be scaled up throughout the country.

Main risks and sustainability

The project design document highlights as a major risk the remoteness and size of the project area. One of the risks is the possibility of not all financial partners making their contribution as originally planned. Thus far, the current political crisis has not affected implementation of the country programme; all projects are ongoing and continue to serve the local population. In addition, under the guidance of the country programme manager, the country programme unit and AD2M project management unit have already prepared contingency plans to mitigate these risks and taken steps to avoid any serious disruption in activities. Programme sustainability is built into the project: its objective is to support farmers’ organizations, rural finance institutions and decentralized bodies that already exist and will pursue activities after the project ends.

Proposed modifications to the financing agreement

IFAD will provide a supplementary loan to the Republic of Madagascar in the amount of approximately US$5.17 million on highly concessional terms to help finance the Project to Support Development in the Menabe and Melaky Regions. 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. This loan will finance the project jointly with the remaining proceeds of the loan approved in April 2006 (EB 2006/87/R.14/Rev.1).

No new objective or component will be created with this supplementary loan. Both the last project supervision mission (February 2008), and the portfolio review conducted in December 2008 recommended strengthening and accelerating activities in support of sustainable production development, using an approach focused on developing value chains. The supplementary funds will be used to reinforce or reorient certain activities in land tenure and agriculture to achieve a definitive shift in the approach used under the sustainable development of the productive base component to an approach based on value chains and market access.

Project costs

The total cost of the project with the new financing is approximately US$23.93 million. The sources of financing are: (i) an IFAD supplementary loan of the SDR equivalent of US$5.17 million; (ii) the original IFAD loan of approximately US$13.12 million; (iii) the original IFAD grant of approximately US$355,000; (iv) US$1.62 million from the European Union; (v) US$442,000 from NGOs; (vi) US$2.68 million from the Government; and (vii) US$527,000 from the beneficiaries.
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