EB 2009/98/R.32 Proposed loan and grant to the Federal Democratic Republic of Nepal for the High-Value Agriculture Project in Hill and Mountain Areas
Main development opportunity addressed by the project

To reduce poverty and social disharmony in hill and mountain areas, experience has shown that the issue of economic isolation needs to be addressed. Poverty persists in these areas because of poor infrastructure and access to services and markets. The project is designed to exploit the unsatisfied demand for these commodities from the private sector and the opportunities for export and import substitution.

Proposed financing
· Amount of IFAD loan: SDR … million (equivalent to approximately US$7.6 million)
· Amount of IFAD grant: SDR … million (equivalent to approximately US$7.6 million)

· Terms of IFAD loan: 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

Target group

The overall target group consists of the members of poor and vulnerable households that lack access to resources and opportunities. The most vulnerable among this group are women and members of socially discriminated groups such as untouchables (dalits) and indigenous groups (janajatis).

Key project objectives

The goal of the project is to reduce the poverty and vulnerability of women and men in hill and mountain areas of the Mid-Western Development Region.

Main risks

The project faces three main risks: (i) Nepal is currently in a difficult political transition period, which could have an adverse impact on the project; (ii) possible shortfall in private-sector demand for high-value commodities from poor small producers; and (iii) high turnover of project staff and the quality of government officers willing to work in the more remote areas.
Recommendation
It is recommended that the Executive Board approve the proposed financing in terms of the following resolution:

RESOLVED: that the Fund shall make a loan on highly concessional terms to the Federal Democratic Republic of Nepal in an amount equivalent to … 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 Federal Democratic Republic of Nepal in an amount equivalent to … 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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