EB 2009/96/R.11 Proposed loan and grant to the Republic of Benin for the Rural Economic Growth Support Project

I. The project

A. Main development opportunity addressed by the project
The new project will help Benin’s small-scale rural producers in developing well integrated value chains for four non-cotton crops with a broader range of markets: roots and tubers, lowland rice, vegetables and pineapples.[par1]
B. Proposed financing

Terms and conditions
It is proposed that IFAD provide to the Republic of Benin a loan in the amount of SDR … million (equivalent to approximately US$8.96 million), on highly concessional terms, and a Debt Sustainability Framework (DSF) grant in the amount of SDR … million to help finance PACER. 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.[par 2]
Flow of funds

A special account in United States dollars will be opened with the Central Bank of West African States in Cotonou. Upon effectiveness, IFAD will make an initial deposit into the special account, which will subsequently be replenished according to IFAD procedures. A project account in CFA francs will be opened with the same bank. Counterpart funds will be deposited by the Government into the project account according to a pre-established annual schedule. The Government will also open a subsidiary special account in CFA francs with a bank acceptable to IFAD. These accounts will be managed by the Ministry of Economy and Finance on behalf of the Government of Benin.[par 3]
Supervision arrangements

The project will be supervised by IFAD, in close collaboration with the cofinanciers, through biannual joint supervision missions. A mid-term review will be carried out with the Government in the third year of implementation.[par 4]
Governance

Measures will be taken to limit the scope for corruption and misuse of funds. (Refer to the original document for details).[par 5]
C. Target group and participation

Target group
The project will reach: (i) village-level groups undertaking rural income-generating activities and their inter-professional unions (ii) rural micro- and small-scale enterprises (MSEs).[par 6]
Targeting approach
The multi-pronged targeting strategy is in line with the IFAD Policy on Targeting and will foster participation, inclusiveness and sustainability by focusing on: (i) areas where IFAD-financed interventions are or have been active; (ii) crops that farmers are familiar with; and (iii) the real constraints of vulnerable groups.[par 7]
Participation
Project activities will be guided by village-level demand. Strong emphasis is placed on strengthening both the producer organizations at village level and their inter-professional unions.[par 8]
D. Development objectives

Key project objectives
The overall development goal is to help create the conditions for sustainable rural economic growth and poverty reduction.[par 9]
Policy and institutional objectives
The project is in line with Government’s policies and objectives[par 11]
IFAD policy and strategy alignment
It will support local initiatives aimed at improving the incomes and living conditions of the rural poor by: (i) consolidating and expanding their access to financial services; (ii) supporting rural MSEs and improving marketing; and (iii) strengthening institutional capabilities, especially at the grass-roots level. [par 12]
E. Harmonization and alignment

Alignment with national priorities
The project is fully consistent with several national strategies. [par 13]
Harmonization with development partners

The project was designed in close collaboration with the cofinanciers. [par 14]
F. Components and expenditure categories

Main components

The project has two technical components: (i) development of agricultural value chains; and (ii) rural infrastructure. [par 15]
Expenditure categories

The project’s expenditure categories are: (i) infrastructure (30%); (ii) equipment, materials and vehicles (1%); (iii) training, studies and technical assistance (12%); (iv) contracts with service providers (6%); (v) value chain support fund (45%); (vi) operating costs and maintenance (2%); and (vii) salaries and allowances (4%).  [par 15]
G. Management, implementation responsibilities and partnerships

Key implementing partners
Three ministries with crucial contributions (Commerce, Industry, and Microfinance and Employment of Young People and Women) will assign staff as focal points to work closely with MAEP in implementing PACER and other activities under PADER. Other key partners are financial institutions for credit delivery (using their own resources), and service providers (public- and private-sector) as executing agencies. [par 17]
Implementation responsibilities
A small project management unit will guide and supervise the work of a range of service providers as direct implementers of project-financed activities under performance-based contracts. [par 18]
Role of technical assistance
Short-term technical assistance will play a minor role. [par 19]
Key financing partners and amounts committed

The total project cost is US$47.78 million over six years. The sources of financing are IFAD (37.5 per cent), BOAD (19 per cent), UNDP (6.4 per cent), FAO (1 per cent), participating financing institutions (20.8 per cent), Government (9.2 per cent), and beneficiaries (6.1 per cent). [par 20]
H. Benefits and economic and financial justification
Main categories of benefits generated

The quantifiable benefits include: (i) appreciably higher incomes for over 70,000 direct beneficiaries undertaking the growing, processing and trading of cassava, rice, vegetables and pineapples; (ii) lower transaction costs; and (iii) reduced vulnerability. The non-quantifiable benefits include: (i) spin-off benefits to other producers; (ii) enhanced access to food, health care and education, inputs supply and advisory services; and (iii) greater capacity and bargaining power at the grass-roots level. [par 21]
I. Knowledge management, innovation and scaling up

Knowledge management arrangements

Plans call for: (i) an intense programme for sharing information and experiences between partners and interested persons, both in-country and elsewhere in the region; (ii) consultations on harmonizing the procedures and management of PADER and PACER support funds; (iii) steering committee meetings at regional and national levels and frequent stakeholder meetings; (iv) setting up and managing a broad database of interest to implementers and beneficiaries; (v) active involvement in policy dialogue through participation in intersectoral committees; and (vi) training for farmers, processors and traders in how to improve product quality and adapt to the requirements of the job market. [par 23]
J. Main risks
Main risks and mitigation measures

The main risks are linked to: (i) cumbersome works tendering procedures; (ii) poor governance and management within the microfinance sector; (iii) competition on world markets; and (iv) weak mechanisms for intersectoral coordination. These risks will be addressed by: (i) hiring experienced works managers; (ii) close monitoring by the Government of developments within the microfinance sector; (iii) expanding the range of markets (local, national, regional, global); and (iv) coordination by MAEP focal points, and the special unit recently set up, of exchanges of information and experiences on value chain development. [par 24]
K. Sustainability
Sustainability will be enhanced by: (i) helping MSEs improve their creditworthiness with the financing institutions; (ii) fostering permanent committees to screen proposals for support; (iii) developing a capillary network of service providers to work with rural MSEs; (iv) strengthening rural producers’ organizations as members of strong interprofessional unions for value chains; (v) helping public technical services to perform their regulatory role under a programme approach; and (vi) building ownership by all actors in supported value chains through dialogue and participatory planning and action. [par 25]
III. 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 to the Republic of Benin in various currencies in an amount equivalent to … special drawing rights (SDR …) to mature on or prior to … and to bear a service charge of three fourths of one per cent (0.75 per cent) per annum, and to be 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 under the DSF to the Republic of Benin in various currencies 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. [par 27]
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