EB 2009/96/R.21 Proposed loan and grant to the People’s Republic of China for the Sichuan Post-Earthquake Agricultural Rehabilitation Project
I. The project

A. Main development opportunity addressed by the project

The project aims to re-establish the rural population’s physical assets and ensure a rapid and well-balanced recovery of rural living conditions and the agricultural sector. The project will provide opportunities for vulnerable households to access development opportunities and prevent them from poverty and destitution. [par.1]

B. Proposed financing 

Executing agency: 
Government of Sichuan Province

Total project cost: 
US$77.02 million

Amount of IFAD loan: 
approximately US$28.97 million
Amount of IFAD grant: approximately US$1.50 million
Terms of IFAD loan:
20 years, including a grace period of 5 years, with an interest rate of one half of the reference interest rate per annum as determined by the Fund annually

Contribution of borrower: US$46.55 million

Relationship to the IFAD performance-based allocation system (PBAS)

The allocation defined for China is US$92.75 million over the 2007-2009 allocation cycle. This project will be financed with the funds remaining from the current PBAS allocation, amounting to US$30.47 million, as agreed with the Ministry of Finance. [par.3]

Country debt burden and absorptive capacity of the State: very good
C. Target group and participation 

(i) geographical targeting will be applied by following the Government of China’s plan for rural housing reconstruction; and (ii) priority will be given to the most affected households in villages. [par.9-11]

D. Development objectives

· re-establish the essential living conditions for rural households affected 
· strengthen public and beneficiary-led support services 

· assist farmers’ cooperatives in recovering and fostering agricultural production and marketing [par.12-13]

E. Harmonization and alignment

The central government has accepted the assistance of the World Bank, the Asian Development Bank, the European Investment Bank, Agence Française de Développement and IFAD. [par.15-16]
F. Components and expenditure categories

The project will have two components: sustainable rural livelihoods and project management. [par.17]

Expenditure categories

1. Beneficiary training 2. Biogas constructions and M&E 3. Procurent management [par.18]

G. Management, implementation responsibilities and partnerships

Key implementing partners: Department of Finance, Post-Earthquake Rehabilitation Commission, PMOs, while PMOs coordinate annual programming and budgeting. The project requires little technical assistance. A project implementation manual will be prepared by the borrower. [par.19-22]

H. Benefits and economic and financial justification

· 64,200 individual participants, half of whom are expected to be women. 
· Approximately 53,500 households will benefit directly from the project’s support for biogas system construction, better sanitation, kitchen stoves and pigsties. 
· All participants will benefit directly from the crop and livestock support activities. 
· Revenues from crop production will increase as input costs decrease with diminished use of synthetic fertilizers. 
· The global environment will benefit from lower methane emissions. 
· Finally, the revival of the village economy will help absorb returning migrant workers. [par.24]

Economic and financial viability

The project has the capacity to generate an economic rate of return well above the assumed cost of capital. [par.25]

I. Knowledge management, innovation and scaling up

Knowledge management arrangements

(i) an M&E framework and management information system to provide an analysis of progress achieved; (ii) implementation of a results and impact management system; (iii) routine conduct of planning and review meetings and “lessons learned” workshops at various levels; (iv) use of mass media (television, newsletters) and existing sector reports to share knowledge, experience, innovative initiatives and successes; and (v) a workshop at project completion to consolidate “lessons learned”. [par.26]
Development innovations that the project will promote

(i) rural renewable energy; (ii) forging a sustainable link between agricultural production and rural energy; and (iii) establishing a village based service support system and fostering self-governed cooperative development. [par.27]

Scaling-up approach

Project experience will be analysed and documented. [par.28]

J. Main risks

Main risks and mitigation measures 

(i) incorporation of IFAD financing into government reconstruction plans; (ii) targeting of vulnerable people and attention to gender; (iii) natural calamities; (iv) safety; and (v) reduced farm revenues due to oversupply of pigs in local markets. [par.29]

The mitigation measures include a full synchronization of the project with the rural housing reconstruction plan. Targeting will be ensured by the government’s policy of providing each affected household with a new or refurbished house together with a biogas and sanitation system. [par.30]

Environmental classification: Category B

K. Sustainability

Project support will be incorporated into the National Reconstruction Programme and into the local government’s overall provincial investment programme. This will be the main assurance for continuity and sustainability of project investments. At beneficiary level, the biogas systems will trigger further investments in crop and livestock production. Related public and village-based support services will ensure up-to-date support to the sector. [par.32]

II Legal instruments and authority

A project financing agreement between the People’s Republic of China and IFAD will constitute the legal instrument for extending the proposed financing to the borrower. Important assurances included in the negotiated agreement will be tabled at the session. [par.33]

III. Recommendation

RESOLVED: that the Fund shall make a loan to the People’s Republic of China in various currencies in an amount equivalent to … special drawing rights (SDR …) to mature on or prior to … and to bear an interest rate of one half of the reference interest rate per annum as determined by the Fund annually, 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 to the People’s Republic of China 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.
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