EB 2009/98/R.36 Proposed loan to the State of Paraíba of the Federative Republic of Brazil for the Carirí and Seridó Sustainable Development Project (PROCASE)
Financing summary

Borrower: State of Paraíba of the Federative Republic of Brazil

Total project cost: US$49.69 million

Amount of IFAD loan: approximately US$25 million

Terms of IFAD loan: 18 years, including a grace period of three years

Contribution of borrower: US$15.50 million

Contribution of beneficiaries: US$9.19 million

I. The Project
The project is designed to exploit the region’s economic potential to develop sustainable employment and income opportunities for the target group. [par.1]

The project’s target population consists of approximately 28,000 poor rural households. Of these, around 11,000 rural households are living in conditions of extreme poverty. [par.9]
The project’s overall goal is to contribute to the development of the rural economy and to reduce the extreme poverty levels of the rural population. Specific objectives are to: (i) develop human and social capital; (ii) improve smallholder production and support their market competitiveness; (iii) combat desertification and promote sustainable management of the caatinga biome;1 and (iv) strengthen the institutional framework and extension system in the project area. [par.13]
The project has five components: (i) social and human development; (ii) productive development and competitive market insertion; (iii) sustainable management of natural resources; (iv) institutional development; and (v) the project management unit. [par.18]

Benefits and economic and financial justification

Preliminary estimates show that about 18,500 poor rural households will benefit directly from the project as follows. Additionally, 10,000 pupils will participate in educational activities dealing with coexistence in semi-arid conditions. It is estimated that approximately 7,800 women will directly benefit from the productive development and technical education activities. [par.27]
Main Risks
The project will face three main risks related to climatic, market and institutional issues.

The planned mitigation measures include: (i) technical assistance and investments for the management of water resources; (ii) the design of business plans, including market assessment, before investment, and the strengthening of the marketing capacities of producers’ organizations; (iii) IFAD direct supervision, adequate training of the PMU and coexecuting agency staff; and (iv) legal instruments with adequate provisions to ensure that the designation of staff and eventual replacement are undertaken to IFAD’s satisfaction. [par.35]

II. Recommendation

I recommend that the Executive Board approve the proposed financing in terms of the following resolution:

RESOLVED: that the Fund shall make a loan on ordinary terms to the State of Paraíba of the Federative Republic of Brazil 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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