EB 2010/99/R.25 Proposed loan and grant to the Republic of Guatemala for the Sustainable Rural Development Programme in El Quiché

Main development opportunity addressed by the project

The programme expands IFAD’s presence in the country, consolidating the productive initiatives, value chains and market linkages established under the Programme for Rural Development and Reconstruction in El Quiché Department (PRODERQUI), which concluded in 2007. 
It also facilitates local and territorial planning, thus strengthening the Government of Guatemala’s national rural development programme (ProRural). 
The operation centres on market access and agricultural and non-agricultural rural business generation for smallholders and microentrepreneurs, seeking to achieve increased production, employment and incomes. This will be accomplished through private-sector entrepreneurial linkages as the engine of sustainable quality production, commercialization/export and technological development chain.
Proposed Financing

· Total programme cost: US$41.1 million
· Amount of IFAD loan: SDR … million (equivalent to approximately US$16.5 million)

· Amount of IFAD grant: SDR...million (equivalent to approximately US$0.5 million)

· Terms of IFAD loan: 18 years, including a grace period of 3 years, with an interest rate equal to the reference interest rate per annum as determined by the Fund semi-annually

Target Group

The programme’s direct beneficiaries have been estimated at 37,000 households and its indirect beneficiaries at 40,000 households, including those benefiting from enhanced territorial planning, social infrastructure and rural access roads.
Key project objectives 

Its specific objectives are: (i) support wider access to national and external markets, strengthening the effective productive, commercialization and entrepreneurial capacities of organized economic groups, creating and modernizing rural businesses (agricultural and nonagricultural) through an entrepreneurial linkages approach. Additional support will be provided through improved rural access roads, expanded productive and value aggregation infrastructure, and market-based rural financial services; and (ii) contribute to enhanced social and human capital, strengthening the organizational and decision-making capacities of communities and their development councils, and improving municipal planning and natural resource management. Social infrastructure and women’s labour-saving devices will also be promoted.
Main risks

The programme faces one main risk: loan effectiveness of previous programmes has been hampered by delayed ratification of loans by the National Assembly.
Recommendation 

RESOLVED: that the Fund shall make a loan on ordinary terms to the Republic of Guatemala in an amount equivalent to ... million special drawing rights (SDR …), and 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 Guatemala in various currencies in an amount equivalent to …thousand special drawing rights (SDR …) and upon such terms and conditions as shall be substantially in accordance with the terms and conditions presented herein.
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