Proposed loan and grant to the Republic of Moldova for the Rural Financial Services and Marketing Programme

Financing summary

Initiating institution: 


IFAD

Borrower: 



Republic of Moldova

Executing agency: 


Consolidated programmes implementation unit - IFAD

Total programme cost: 

US$18.95 million

Amount of IFAD loan: 

SDR … million (equivalent to approximately US$12.70 





million)

Amount of IFAD grant: 

SDR … million (equivalent to approximately US$0.53 





million)

Terms of IFAD loan: 


40 years, including 10-year grace period, with a service 





charge of 0.75 % per annum

Contribution of borrower: 

US$1.43 million

Participating financial institutions: 
US$1.54 million

Contribution of beneficiaries: 

US$2.74 million

Appraising institution: 

IFAD

Cooperating institution: 

Directly supervised by IFAD

Proposed financing: The programme is in line with the IFAD performance-based allocation system (PBAS), national sector-wide approaches. Moldova is at low risk of debt distress. The proceeds will be channelled through a standard financing agreement (par 2-7)
Target group and participation: The three main subgroups of possible beneficiaries are: (i) poor people oriented towards commercial agriculture; (ii) poor people who produce a surplus that is sold in local markets; and (iii) very poor people. The programme will use direct, indirect, value chain and geographic targeting. Although it will have national coverage, investments will be prioritized to favour the rural poor. The programme’s design strongly emphasizes systematic participation. (par 10-12)

Development objectives: To reduce rural poverty by enabling the rural poor to increase incomes through greater access to markets and employment, via the development of a horticulture value chain. The programme conforms to the key thrusts in IFAD’s 2007 country strategic opportunities programme, and various objectives in the IFAD Strategic Framework 2007–2010. (par 15)

Harmonization and alignment: The programme supports Moldova’s 2004 growth and poverty reduction strategy paper and will align itself with the 2006 agricultural strategy. The programme has been fully integrated into the United Nations Development Assistance Framework, and it has been carefully reviewed by the Office of the First Deputy Prime Minister. (par 16-17)

Components and expenditure categories: The four components are: (i) value chain development (VCD); (ii) rural financial services; (iii) pro-poor market-derived infrastructure; and (iv) programme management. Three Expenditure categories account for 93% of base costs: (i) refinancing / investment capital; (ii) civil works; (iii) recurrent costs, such as salaries. (par 18-19)

Responsibilities and partnerships: The Ministry of Agriculture and Food Industry will be the lead institution. IFAD’s existing Consolidated Programmes Implementation Unit (CPIU) will have overall day-to-day responsibility for planning, management, monitoring and reporting. IFAD financing includes approximately US$0.97 million for national and international technical assistance, training and studies. (par 20-22)
Knowledge management, innovation and scaling up: The entire VCD approach is about collecting and sharing knowledge. The programme’s main innovations will be the establishment of a VCD platform – a working group of all stakeholders in the horticultural value chain – and the requirement that participating financial institutions (PFIs) contribute from their own resources, laying the basis for their ongoing involvement. Should the VCD implementation experience be positive, it could be replicated in other countries in the region. (par 27-29)
Main risks: (i) difficulties in establishing the VCD platform; (ii) the financial sector’s wariness about agriculture; and (iii) the vulnerability of the Moldovan economy to external shocks. The programme will seek to mitigate these risks by respectively: (i) providing strong implementation support; ii) supporting PFI training and the inclusion of savings and credit associations; and (iii) developing more efficient commodity and service chains to achieve import substitution and greater access to export markets. Sustainability will be assured by requiring that investments be market-driven and conditional upon operation and maintenance agreements and by organizing regular stakeholder workshops.
Recommendation: I recommend that the Executive Board approve the proposed financing. 
