R.15 Proposed loan to the Republic of Mozambique for the Rural Markets Promotion Programme

Intro: The programme aims to improve the terms of trade for smallholders, thus providing them the incentives to shift out of semi-subsistence agriculture. It is aligned to Mozambique’s Action Plan for the Reduction of Absolute Poverty 2006-2009 (PARPA II), which provides the overarching framework for assistance to the Government in the fight against poverty.  
Financing: a loan in the amount of SDR 19.1 million (equivalent to approximately US$31.1 million) on highly concessional terms is proposed. The loan will have a term of 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. (para 2)
The programme will be directly supervised by IFAD while the usual IFAD standards and procedures for fiduciary aspects will be effected. Funds will be disbursed at the request of the lead agency, the Ministry of Planning and Development, through the National Directorate for Promotion of Rural Development– DNPDR. Semi-subsistence smallholder farmers and other poor smallholders, the majority of whom live below the poverty line will be targeted and women will constitute an important subset of the target group. (para 7 - 12)
Development Objectives: The main objective is to complement and strengthen the main players in the market linkage/value chain arena – including government agencies (with specific focus on DNPDR), farmers’ organizations, agribusiness enterprises and service – to enable them to be more effective in coordinating, stimulating and implementing initiatives that will benefit smallholders through improved market access. (para 15)

Viability and Scaling Up: The programme will result in increased income for farmers, small scale producers and agribusiness companies. It will scale up the innovative approach used by the PAMA Support Project to work with both farmers’ organizations and traders in order to promote competition and improve market efficiency. (para 30)
Main Risks: Two main risks are presented: (i) difficulties in finding service providers with the needed implementation competence and experience; and (ii) limited access to credit. In mitigation, local and international service providers would be used and encouraging other financial stakeholders to establish operations in the regions. ( para 32)
