EB 2009/97/R.18: Proposed supplementary loan and grant to the Republic of Uganda for the District Livelihoods Support Programme and modifications to the financing agreement

Main development opportunity addressed by the programme

The programme is implemented through the local government system and is expected to bring a direct improvement to the livelihoods of small farmers and poorer community members. The proposed supplementary financing will enable the programme to develop its targeting approach and improve the enabling environment for local economic development through the construction of rural access roads.

Proposed financing

Terms and conditions: It is proposed that IFAD provide a supplementary loan to the Republic of Uganda in the amount of approximately US$18 million on highly concessional terms, and a supplementary grant of approximately US$2 million to help finance the District Livelihoods Support Programme. 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: Between

1998 and April 2009, IFAD provided debt relief totalling SDR 12.73 million in net present value. Uganda has been regularly servicing its loans and is expected to continue to do so.

Governance: To ensure transparency in financial management, IFAD is supporting the introduction and/or upgrading of computerized accounting systems, training in financial management, and careful control of funds through defined advances to districts that are not replenished unless justifying documentation has been received.

Target group and participation

Two principal target groups have been identified to benefit from the programme’s household mentoring and agricultural development activities: (i) transitory poor households that are economically active but are not yet in a position to participate fully in market-oriented activities; and (ii) poorer households with limited assets and restricted livelihood options that do not currently participate in community activities and development initiatives. All households in the programme area will benefit from the building of community access roads.

Participation: Household mentoring for the poorer and transitory poor households has been planned to help them overcome cultural and social barriers and to encourage their participation in programme activities. District local government will be empowered to carry out development activities.

Harmonization and alignment

The programme supports the Government’s implementation of its Poverty

Eradication Action Plan and specifically the implementation of the LGSIP. The programme’s agricultural activities reflect the objectives and approach articulated in the Government’s Plan for the Modernization of Agriculture, which specifically focuses on value addition at the farm level.

Main risks

The main risk lies in the challenge of promoting participation by the poorest groups in mainstream development initiatives. The household mentoring approach being put in place under the programme aims to promote the confidence and behaviour necessary for such participation within poor households, while also addressing gender issues. Another risk is posed by the weak local-level capacity to generate revenue and the inadequate fiscal allocation by central government to ensure sustainability in this area. 

Sustainability

Activities supported at the household and farm level should be self-sustaining after about 18 months. The programme will make a significant contribution to local revenue-generation.
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