EB 2009/98/R.38 Proposed Supplementary loan and grant to the Republic of Peru for the market Strengthening and Livelihood Diversification in the Southern Highlands Project
I. The Project

Financing summary

Total project cost: US$34.44 million

Amount of IFAD supplementary loan: approximately US$8.27 million

Amount of IFAD grant: approximately US$0.33 million

Original IFAD loan: approximately US$15.90 million

Supplementary contribution of borrower: US$0.86 million
Original contribution of borrower: US$1.20 million

Supplementary contribution of beneficiaries: US$3.28 million
Original contribution of beneficiaries: US$4.60 million

Appraising institution: IFAD

Cooperating institution: Directly supervised by IFAD

Target group and participation
It is estimated that direct beneficiaries will amount to 14,000 rural families from a total of approximately 40,000 rural families. [par.11]

Development objectives

Empowering, targeting and strengthening poor rural people’s institutions and organization; implementing demand-driven participatory methodologies; grasping market opportunities; and furthering sustainable agricultural production and use of natural resources. [par.14]

Components and expenditure categories
The project has three main components: (i) improved natural resource management; (ii) strengthening of local markets; (iii) management of knowledge and cultural assets. The overall funding package has nine expenditure categories: technical assistance; incentives; training; local investments; matching grants; consulting services and studies; equipment and vehicles; salaries; and auditing, monitoring and evaluation. [par.26]
Benefits and economic and financial justification

Project implementation will result in: (i) upgraded physical assets of beneficiaries;

(ii) strengthened beneficiary negotiating capacities; (iii) reduced marginality within the target group through the provision of matching grants to associations of emigrants, interest groups and local government to preserve and exploit their cultural heritage and patrimony and thus boost their self-esteem, (iv) increased savings by poor rural women; and (v) better access to financial services and life insurance schemes. [par.28]
Main Risks

The project faces three main risks: (i) possible social conflicts in the programme intervention area due to the presence of mining enterprises, both formal and informal, which have been the source of serious unrest in the past; (ii) possible administrative and bureaucratic constraints on the implementation of a harmonized Sierra Sur development approach, and possible conflicts among diverse government agencies; and (iii) the impact on agricultural productivity of climate change and the El Niño and La Niña climatic phenomena. [par.31]

Recommendation

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

RESOLVED: that the Fund shall make a supplementary loan on ordinary terms to the Republic of Peru 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 Republic of Peru 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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