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The International Fund for Agricultural Development (IFAD) works with poor
rural people to enable them to grow and sell more food, increase their
incomes and determine the direction of their own lives. Since 1978, IFAD
has invested about US$14.9 billion in grants and low-interest loans to
developing countries through projects empowering over 410 million people
to break out of poverty, thereby helping to create vibrant rural communities.
IFAD is an international financial institution and a specialized UN agency
based in Rome — the United Nations’ food and agriculture hub. It is a
unique partnership of 172 members from the Organization of the Petroleum
Exporting Countries (OPEC), other developing countries and the
Organisation for Economic Co-operation and Development (OECD).*

* As at time of press, June 2013



IFAD at a glance, 1978-2012*°

TABLE 1

2008 2009 2010 2011 2012 1978-2012

Operational activities °¢
Loan and DSF grant approvals

Number of programmes and projects 29 31 33 34 33 924

Amount US$ million 5562.2 6441 794.2 947.2 968.0 13811.7
Grant approvals

Number 70 99 88 83 88 2486

Amount US$ million 40.7 47.0 51.2 50.4 69.1 869.0
ASAP Trust Fund

Number 1 1

Amount US$ million 4.9 4.9

Total IFAD loan and

grant operations US$ million 592.9 691.1 845.4 997.6 1042.0 14 685.6
Cofinancing US$ million 305.0 308.1 677.2 412.2 458.5 9627.6

Multilateral 197.5 278.7 543.4 163.2 136.9 71701

Bilateral 13.3 24.6 74.5 1569.4 183.0 1664.8

NGO 3.5 0.7 10.4 - 3.5 44.9

Other® 90.7 4.0 48.9 89.6 135.0 747.8
Domestic contributions US$ million 282.7 362.3 934.0 834.3 600.1 12269.6
Total programme and project cost' US$ million 1149.3 13211 24114 2198.3 2046.8 35812.4
Programmes and projects

Number of effective programmes

and projects under implementation 204 217 231 238 255

Number of programmes and projects completed 24 24 21 26 22 643

Number of programmes and projects in the pipeline 69 65 74 64 79

Number of approved programmes

and projects initiated by IFAD 26 25 28 32 32 762

Number of recipient governments

(current portfolio) 88 91 96 97 99
Loan disbursements US$ million 433.8 428.5 457.6 549.7 534.5 8751.4
DSF grant disbursements US$ million 6.5 13.8 39.4 76.3 118.4 256.4
Loan repayments® US$ million 186.4 201.0 2741 287.5 268.9 3078.7
Membership and administration

Member States — at end of period 165 165 165 167 169

Professional staff — at end of period™ 233 235 260 298 312

Sources: Project and Portfolio Management System, IFAD financial statements for 1978-2012, IFAD’s Accounting System.

@ JFAD loans and debt sustainability framework (DSF) grants for investment programmes and projects are denominated in special drawing rights (SDRs).
For the reader’s convenience, tables and charts use figures shown in US$ equivalents, as per the President’s report for each programme or project approved
by the Executive Board. Any discrepancy in totals is the result of rounding.

© 1986-1995 figures include the Special Programme for Sub-Saharan African Countries Affected by Drought and Desertification.
° Excludes fully cancelled programmes and projects. Excludes the Programme Development Financing Facility (PDFF).

9 The Smallholder Commercialization Programme approved in 2011 for Sierra Leone is supervised by IFAD and entirely funded by a grant from the Global Agriculture
and Food Security Program (GAFSP). The programme is counted under the number of programmes and projects but has no IFAD financing.

® Includes financing under basket or similar funding arrangements, financing from private-sector resources and financing that was not confirmed at the time
of Executive Board approval.

' Includes DSF grants and component grants, and excludes grants not related to investment projects.

9 Loan repayments relate to principal repayments and include repayments on behalf of Heavily Indebted Poor Countries (HIPC) Debt Initiative countries.
h Approved positions (excluding those of the President and Vice-President).

" Includes National Officers in country offices.



CHART 1
Ongoing portfolio of IFAD-supported programmes and projects, 2009-2012
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IFAD loan and grant operations, 2008-2012
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President’s foreword

Shortly before this foreword was written, on
13 February 2013, our Member States re-elected me
for a second four-year term as President of IFAD. I
am honoured and grateful for this vote of
confidence. I look forward to working with our
members, staff and partners to consolidate the
achievements and transformations of the past four
years, which have put IFAD and our mission on the
map. Today we are known as a twenty-first century
development agency that champions sustainable and
innovative solutions for smallholder farmers and
poor rural people across the developing world.

In this report, you can read about our results, our
priorities and our challenges in 2012 - the last year
of our Eighth Replenishment period (IFADS8). For
each of the regions where we work, you can also read
the stories of the inspiring women and men who
offered by IFAD’s

interventions and make them their own.

seize the opportunities

Rising cofinancing shows our

partners’ confidence

As always, the report sets out the facts and figures
behind our portfolio, analysing trends and changes.
An important indicator of our progress is the steady
growth in the size and value of our ongoing portfolio
(Chart 1). Including IFAD funds and external and
domestic cofinancing, total investments in ongoing
programmes rose by over 50 per cent between 2009
and 2012, from US$7.9 billion to US$11.9 billion.

The robust growth that we are seeing in
cofinancing is a sure sign of our partners’ confidence
that IFAD’s work has a real impact on the lives of
poor rural women and men. Domestic cofinancing -
that is, support from within the countries themselves
for the projects we fund - has shown particularly
strong growth, rising from US$2.4 billion at the end
of 2009 to US$3.8 billion at the end of 2012.

This is incontrovertible proof that our messages
about the crucial importance of investing in
agricultural development to generate economic
growth, reduce poverty and strengthen food and
nutrition security are being heeded by those
decision-makers who count most - the governments
who own and drive the programmes and projects
that we support.

This year’s report also spotlights new directions
and initiatives, including for example the Adaptation
for Smallholder Agriculture Programme (ASAP) that
aims to improve the capacity of about 8 million
smallholder farmers to cope with climate change.
The first programme to receive funding from ASAP
was approved in 2012 in Mozambique (see page 38).

In line with our commitment to transparency, the
report also aims to give you, our readers and
partners, the information you are looking for about
IFAD's systems and processes. For example, you will
find details of our independent evaluation function,
the measures we take to fight corruption, our
participation in the Heavily Indebted Poor Countries



(HIPC) Debt Initiative, and our use of the
performance-based allocation system to allocate
funding to country programmes. The report also
gives the big picture about our
mobilization, with key figures for IFAD8 and IFAD9

and information on cofinancing and supplementary

resource

funds (see page 49).

Laying the foundations for

sustainable change

Looking back over the years since I took office, I am
impressed by what IFAD has been able to achieve
together with you, our partners. The three-year
period of IFAD8 (2010 to 2012) was a time of
growth, reform and change on all fronts for the
Fund. In addition to the expansion in the portfolio
and the cofinancing boom mentioned above, we
introduced a new business model and built our
presence in the countries where IFAD works, with
38 country offices at the end of 2012, up from
25 operational offices in 2009 (see map on page 7).
The proportion of staff on the ground has risen from
just 1.4 per cent in 2009 to 15 per cent in 2012. This
has also enabled us to strengthen our direct
supervision. We now directly supervise well over
90 per cent of the projects we support.

We established an Ethics Office in 2011 to
promote and uphold the highest standards of the
organization, our code of conduct and our core
values. The Office is independent and has a level
of authority that ensures decisions and
recommendations are taken seriously at all levels. In
2012 the Ethics Office implemented an expanded
financial reporting requirement for all directors and
other selected staff based on their duties and
responsibilities, requiring them to complete a
confidential annual financial disclosure statement.
Some 20 training courses were held during the year
to raise staff awareness about ethical issues in the
workplace, including anti-harassment and the code
of conduct.

In our drive to make IFAD more efficient, more
effective and more agile, we have also restructured
the organization. We now have a dedicated Financial
Operations Department - led by a Chief Financial
Officer — maximizing our use of resources. We have a
new Strategy and Knowledge Management
Department to guide our participation in global

dialogue and country policy formulation. And we

have a Partnership and Resource Mobilization Office
tasked with identifying new and innovative sources
of funding for rural development, and strengthening
our strategic cooperation with partners and
stakeholders at all levels.

We have been through a job audit and a strategic
workforce planning exercise, enabling us to align
human resources with strategic objectives and needs.
During 2012 we introduced a rewards and
recognition framework project to improve our
ability to attract and keep talented, motivated staff.
In this report, you can see the winners of the staff
awards in 2012 - professionals we have recognized
for their remarkable contributions and dedication

(see page 58).

We support young people

Sustainable change is only possible with the full
involvement of future generations. With youth
unemployment one of today’s most pressing
challenges across the globe, we've also sharpened our
focus on the needs of young women and men.
Decent work for young people in rural areas is a
priority in many of the programmes we support.

In this report you can read about our work in
Africa with the Phelps Stokes Fund to set up the
Global Youth Innovation Network - an online
community for young entrepreneurs. The network
had 5,000 members at the end of 2012 and was
growing fast (see page 11).

In the Near East and North Africa, which has the
world’s highest youth unemployment rates, we have
a newly approved programme in Egypt, Morocco,
Tunisia and Yemen that will work with two social
enterprises to create job opportunities and offer
training in business skills (see page 39). And you can
read our story from the field in Nicaragua about how
a programme in the dry region gave training, support
and hope to young people who might otherwise
have been drawn into crime (see page 26).

As part of our effort to disseminate solutions to
youth unemployment, we produced a joint study
with the International Labour Organization,
reviewing the impact of five IFAD-funded projects in
Egypt, Madagascar, Nepal, Nicaragua and Senegal.
Key recommendations included raising awareness
about health and safety and social protection,
providing cost-effective equipment to protect young
workers from harm, helping enterprises in the



informal sector gain legal status, and encouraging
young people to see the benefit of workers’ and
employers’ associations.

Within IFAD itself, we have also enhanced our
internship programme, enabling us to recruit

talented young professionals from around the world.

Looking ahead

While in IFAD8 we reached about 40 million people
with services and support, for IFAD9 (2013 to 2015)
we've set our sights significantly higher. We have
committed to enabling 80 million women and men
to move out of poverty. Maximizing our reach and
multiplying our impact to reach this goal means
scaling up with our partners at all levels - locally,
nationally, regionally and internationally.

The power of partnerships was the focus of the
36th session of IFAD’s Governing Council in
February 2013 - two days of intensive debate focused
on forging alliances with poor rural people,
governments, donors and the private sector to drive
sustainable agricultural and rural development.

I'd like to close with the words of one of the
people featured in this report - Angele Thea, a farmer
in Guinea, reminding us of the power of partnerships.

“When we work together things happen faster. We
can achieve much more.”

Ilook forward to working with each and every one
of you - Member States, project participants, staff,

development partners - on the next leg of our journey.

KANAYO F. NWANZE
President of IFAD

Cocoa farmers bring their organically grown cocoa beans to the
collection station in Monte Forte

Sao Tome and Principe: Participatory Smallholder Agriculture and
Artisanal Fisheries Development Programme

©IFAD/Susan Beccio
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IFAD Strategic

Framework 2011-2015

Agriculture can provide a robust pathway out of
poverty, today and in the future, for many
smallholder farmers and livestock producers. IFAD’s
strategic framework for 2011-2015 is guiding our
efforts towards realizing that future.

IFAD prepared its fourth strategic framework in
response to a global context characterized by
persistent challenges and major changes. The
challenges include massive rural poverty, and a high
prevalence of food insecurity and hunger in some
regions. The changes include increasingly diverse
rural livelihoods; accelerating natural resource
degradation and climate change; growing economic
importance of agriculture and rising demand for
food, biofuels and other agricultural goods and
services; higher and more volatile food prices; and
growing private-sector investment in agriculture.

As we move towards 2015, we continue to build
on what we have learned about small-scale
agriculture and rural poverty reduction in more than
30 years. At the programme and project level, this
involves stepped-up efforts to:

e enhance environmental sustainability and

resilience in small-scale agriculture

e promote win-win contractual arrangements to

help
opportunities in agricultural value chains at

small agricultural producers seize
lower risk

¢ support the development of technologies for
sustainable intensification of small-scale
agriculture

¢ increase the capacity of financial institutions to
provide a broad range of inclusive services to
poor rural people

e promote the capabilities of rural women and
men, including young people

e capitalize on opportunities to use renewable
energy sources, and promote low-cost

technologies using local resources to provide

energy.

In terms of thematic engagement, IFAD continues to
focus on:
e natural resources - land, water, energy and
biodiversity

climate change adaptation

e improved agricultural technologies and effective
production services

¢ a broad range of inclusive financial services

e integration of poor rural people within value
chains

e rural enterprise development and non-farm
employment opportunities

e technical and vocational skills development

e support to rural producers’ organizations.

Each of these areas addresses gender equality and
social inclusion as cross-cutting themes, as well as
household strategies to improve food security and
nutrition.

In delivering on strategic framework objectives,
we continue to strive to improve quality and
efficiency, strengthen our ability to work effectively
with the private sector, step up our advocacy, and
amplify the voices of poor rural women and men in
decisions that affect their lives.

IFAD Strategic Framework 2011-2015:
http://www.ifad.org/sf/strategic_e.pdf.



Number of ongoing programmes and projects by region and country at end 2012

255 programmes and projects

97 countries and Gaza and the West Bank

Near East, North Africa and Europe

46 projects
18 countries and Gaza and the West Bank

Albania 2
Armenia 2
Azerbaijan 2
Bosnia and
Herzegovina
Djibouti

Egypt 4

Gaza and

the West Bank

Georgia

Jordan

Kyrgyzstan

Lebanon

Morocco

Republic of

Moldova

Sudan

Syrian Arab Republic
Tajikistan

Tunisia
Turkey
Yemen

-

1
1
1
1
1
4

P

Latin America and the Caribbean [l

39 projects
19 countries

Argentina 3

Belize 1

Bolivia (Plurinational
State of)

Brazil

Colombia
Dominican Republic
Ecuador

El Salvador
Grenada
Guatemala
Guyana

Haiti

Honduras

Mexico

Nicaragua

Panama

Paraguay

Peru

Venezuela
(Bolivarian Republic of)
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West and Central Africa [l

55 projects
23 countries

Benin 1
Burkina Faso 4
Cameroon 2
Cape Verde 1
Central African
Republic
Chad

Congo

Cote d’Ivoire

Democratic Republic
of the Congo

Gabon
Gambia (The)
Ghana

Guinea
Guinea-Bissau
Liberia

Mali
Mauritania
Niger

Nigeria

Sao Tome and Principe
Senegal
Sierra Leone
Togo
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Asia and the Pacific ll

59 projects
19 countries

Afghanistan
Bangladesh
Bhutan
Cambodia
China

India
Indonesia

Lao People’s
Democratic Republic

4
Maldives 2

Mongolia 1

Nepal 5

Pakistan 2

Papua New Guinea 1
3

1

5

1

1

4
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Philippines
Solomon lIslands
Sri Lanka
Timor-Leste
Tonga

Viet Nam

East and Southern Africa [l

56 projects
18 countries

Angola
Botswana
Burundi
Comoros
Eritrea
Ethiopia
Kenya
Lesotho
Madagascar
Malawi
Mauritius
Mozambique
Rwanda
South Sudan
Swaziland
Uganda
United Republic
of Tanzania 5
Zambia 4
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IFAD country offices
2012
planned 2013-2014






Programme of work
in 2012

2012 was the third and final year of our Eighth
Replenishment period, during which we strove to
broaden our reach, strengthen our impact and
maximize our efficiency.

The size and value of our ongoing portfolio has
been increasing steadily, as new programmes and
projects begin, successful interventions are scaled up
and cofinancing support from our partners grows
(Chart 1).

At the end of 2012, we were financing 255 ongoing
programmes and projects with IFAD investments of
US$5.3 billion (Table 4) in 97 countries and Gaza
and the West Bank. (See the map on page 7 to find
out where we are working.)

External cofinancing and funds from domestic
sources for the ongoing portfolio amounted to
US$6.6 billion, bringing the total value of ongoing
programmes and projects in 2012 to US$11.9 billion.
This is a 50 per cent increase over the total value of
the ongoing portfolio at the end of 2009 - just
before the Eighth Replenishment period got under
way. At that time, there were 217 ongoing interventions
funded by US$3.8 billion from IFAD and
US$4.1 billion from cofinanciers, for a total value of
US$7.9 billion.

Bilateral cofinancing to newly approved
programmes has seen particularly marked growth,
rising from US$13.3 million for programmes
approved in 2008 to US$183.0 million in 2012
(Table 1).

Levels of disbursement also rose during 2012,
keeping pace with the growing portfolio (see Tables
9, 10 and 11). Total disbursements of loans and debt
sustainability framework (DSF) grants during 2012
were US$652.9 million.

For 2013,
approximately US$1.066 billion in loans and grants

IFAD proposes to commit

from our resources.

Manal Saed Abd Al-Ghaffar gathers wheat for the threshing machine
Egypt: West Noubaria Rural Development Project
©IFAD/Marco Salustro

West and Central Africa

24 countries: Benin, Burkina Faso, Cameroon,
Cape Verde, Central African Republic, Chad,
Congo, Céte d’lvoire, Democratic Republic of the
Congo, Equatorial Guinea, Gabon, The Gambia,
Ghana, Guinea, Guinea-Bissau, Liberia, Mali,
Mauritania, Niger, Nigeria, Sao Tome and Principe,
Senegal, Sierra Leone, Togo

Portfolio management highlights

e 55 ongoing programmes and projects in
23 countries in the region at the end of 2012

e US$966.7 million invested by IFAD in the
region’s ongoing portfolio

® 7 new programmes and projects in Benin,
Burkina Faso, Cape Verde, Democratic
Republic of the Congo, The Gambia, Niger
and Nigeria for a total IFAD investment of
US$250.8 million

¢ 5 regional grants approved for
a total of US$4.8 million

¢ 19 ongoing regional grants for
a total of US$14.9 million

e supplementary financing worth
US$18.1 million provided to an ongoing
project in Cameroon and 2 ongoing
programmes in Sierra Leone

e Spanish Food Security Cofinancing Facility
Trust Fund financing of €21.1 million
(approximately US$28.3 million) approved
for Cape Verde and Niger

® 2 new results-based country strategic
opportunities programmes (COSOPs)
for Ghana and Niger



Overview

Global and regional statistics suggest that West and
Central Africa will remain the fastest growing African
region in the coming decade - economically and
demographically. Despite relatively high annual
population growth (2.5 per cent), economic growth
has generally resulted in declining poverty rates and
improved human development indicators.

The total population of the region is about
488.2 million, of which 54.6 per cent lives in rural
areas. Taking into account countries for which data is
available, on average about 43.3 per cent of the
population lives in extreme poverty on less than
US$1.25 a day.! The percentage of the population
living in extreme poverty in these countries ranges
from 4.8 per cent in Gabon to 83.7 per cent in Liberia.

Cameroon, Ghana, Mauritania and Senegal, in
particular, have made progress in meeting the
Millennium Development Goals (MDGs).

In much of sub-Saharan Africa, however, the
MDGs will not be met by 2015 unless the pace of
improvement increases. The principal risks to
continued economic and social progress remain
political and social instability and climate change,
which poses a growing challenge to the resilience of
rural communities. West and Central Africa includes

CHART 4a

IFAD loans by lending terms and DSF grants,
1978-2012°

Share of total of US$2 505.9 million

[ DSF grants
US$350.9 million - 14%

[ Highly concessional loans
US$2 028.6 million - 81%

[ Intermediate loans
US$105.2 million - 4%

Il Ordinary loans
US$21.3 million - 1%

@ Any discrepancy in totals is the result of rounding.

the highest concentration of fragile states compared
with other regions in which IFAD works - with 12 of
the region’s 24 countries classified as fragile by the
World Bank in 2011.

Despite the highest rates of urbanization in sub-
Saharan Africa, agriculture accounts, on average, for
about 30 per cent of the region’s economic activity
and employs 60 per cent of the economically active
population. But agriculture’s contribution to
regional economic growth has generally been lower
than its share of overall GDP, and agricultural labour
productivity is low compared with that of the
region’s emerging service and manufacturing sectors.

Recent studies indicate that, over the next five
years, existing technologies could substantially
increase yields in the region for some staple and
market crops and livestock. Yields of cassava and rice
could rise by an average of 30 to 50 per cent.
Corn, sorghum and millet yields could increase by
between 80 and 120 per cent. The development of
more integrated crop and livestock production
systems may expand livestock production by 50 to
100 per cent. Closing these yield and production
gaps could increase overall agriculture sector growth
by an average of about 60 per cent, driving rural
economic growth and strengthening livelihoods.

CHART 4b

Loan disbursements by lending terms
and DSF disbursements, 1979-20122
Share of total of US$1 303.2 million

M DSF grants
US$71.1 million - 5%

[ Highly concessional loans
US$1 156.9 million - 89%

1 Intermediate loans
US$60.3 million - 5%

M Ordinary loans
US$14.9 million - 1%

@ Loan disbursements relate solely to Regular Programme loans and
exclude the Special Programme for Sub-Saharan African Countries
Affected by Drought and Desertification.

Any discrepancy in totals is the result of rounding.

1 Raw data was sourced from the 2012 Human Development Report of the United Nations Development Programme. Population figures include
all countries in the region. Data regarding population below the poverty line is not available for all countries in the region. The following country
is excluded from the poverty line percentage: Equatorial Guinea. Because international data agencies continually improve their data series, the
data presented in the 2012 Human Development Report is not comparable with that published in earlier editions.



Our work and results in 2012
Our programme of work in West and Central Africa
focuses on:

e agricultural production and markets

e rural finance

¢ natural resource management.

We consistently strive to ensure that vulnerable groups
such as women, young people and indigenous
peoples participate in the projects we support.

Agricultural production and markets
Strengthening links to markets for poor rural
producers is essential in increasing agricultural
production, generating economic growth in rural areas,
and reducing hunger and poverty. About 40 per cent
of IFAD’s ongoing projects in West and Central Africa
focus on agricultural production and markets. In the
past year, IFAD-supported projects in this area have
intensified efforts to reach out to private-sector
buyers with proven track records of social and
environmental responsibility.

In Sao Tome and Principe, for example, a
programme supporting smallholder agriculture and
fisheries has moved quickly to establish stable value
chains for organic cocoa, conventionally grown
cocoa, coffee and pepper. These value chains have
greatly benefited from strong partnerships with the
private sector built up over time.

In 2012, the first of four local export cooperatives
created through this programme became
independent of project support. The cooperative
comprises 34 primary associations, representing
49 communities and almost 1,800 smallholders. It
currently exports about 500 tons of organic cocoa
beans annually to the French market through a
private French concern. And it fully funds its short-
and long-term costs, including technical assistance to
members and the operational and investment costs
of the cooperative. IFAD will continue to contribute
a minimum amount of financial support for the
rejuvenation of production units in 2013, thus
supporting the cooperative until it achieves full
operational self-sufficiency.

In Senegal, an IFAD-funded value-chain support
project is promoting contract farming arrangements
that aim to integrate smallholders into markets. The
arrangements not only provide farmers with

PROGRAMME OF WORK IN 2012

guaranteed buyers for their products, but also ensure
that they are paid negotiated prices equal to - if not
above - the market average. Sellers and buyers agree
on price before the growing season on the basis of
product quality, production costs and other relevant
factors.

In July 2012, for example, 11 farmers’ organizations
signed a contract with African Natural Ingredient
(ANI), a private-sector company, and supplied
617 tons of sesame at the price of 350 Communauté
Financiere Africaine francs (CFAF) per kilogram,
which was well above the average price in Senegal. ANI
estimated its needs at 5,000 tons a year, and farmers
are strongly committed to increasing production next
season to take advantage of market opportunities.

In 2012, a youth innovation initiative funded by
IFAD and the Phelps Stokes Fund supported the
establishment of a network of 5,000 young
entrepreneurs across the region. Members of the
Global Youth Innovation Network have created
direct links with many IFAD-funded projects. They
are participating in the design of new projects in
The Gambia, Mali and Nigeria, and took part in a
supervision mission in Senegal. Going forward,
our support will help the network capitalize on
synergies created through sharing innovative
approaches and best practices among peer groups
across Africa and globally.

Rural finance
Access to financial services in rural areas enables
poor people to manage their household cash flows,
start new agricultural activities and set up small
businesses. Of the 55 ongoing IFAD-supported
projects in West and Central Africa, 23 include
activities related to rural finance. Many of these
projects have laid the foundations for rural financial
institutions, including in The Gambia, Ghana, Niger,
Nigeria and Sierra Leone, and these institutions have
increased savings and the number of loan clients.
One rural finance project we support in Sierra
Leone is particularly noteworthy. Since its
implementation began in mid-2008, it has
established 36 financial service associations and
13 community banks in rural areas, with a combined
total of over 50,000 shareholders. The associations
and banks have issued loans to approximately

15,000 active borrowers.
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The project also works to empower communities
to participate in and benefit from community-based
planning and implementation and to develop the
institutional capacity to support them in their
endeavours. These objectives are consistent with the
principle of community ownership of associations
and community banks. As institutions become
increasingly profitable, they are able to bear a certain
level of cost independently and to become
operationally self-sufficient.

The project’s second phase, which will be
presented at IFAD’s April 2013 Executive Board
session, is intended to consolidate the achievements
of the first phase. It will also introduce a pilot
programme for agricultural financing of new
services — such as long- and medium-term loans
for equipment rental and storage facilities - to
help foster continued agricultural development in
Sierra Leone.

In 2012, the IFAD and World Food Programme
Weather Risk Management Facility launched an
innovative research project to test the feasibility of
index insurance for poor rural smallholders using
remote sensing technology. Index insurance needs
good historical yield and weather data - and real-
time monitoring capabilities - which has been a key
constraint on scaling up. This project is researching
whether satellite images can accurately show when
crop stress occurs on smallholder farms. The first in-
field testing will take place in 2013, and the findings
could advance the frontier for the entire industry.

In Senegal, 2011 was a bad year for farmers, with
the rainy season ending almost two months early.
Those who sowed late because they were waiting for
seed and inputs lost almost everything. Food
insecurity increased and farm households suffered
economic setbacks. Senegalese farmers would
benefit from index-based crop insurance, which
would protect them against consumption shocks and
lost investments and earnings.

Natural resource management

Climate change and natural resource degradation
pose grave challenges to smallholder farmers across
West and Central Africa. Persistent droughts have hit
rural communities in the Sahara-Sahel region

particularly hard and are undermining their resilience.

Two IFAD-supported programmes in Burkina
Faso focus on managing soil fertility in areas
suffering from increasing drought and erratic rains.
They have successfully reduced soil erosion and
reversed land degradation. Improvements in
indigenous soil and water conservation techniques
have restored agricultural fertility, increasing millet
and sorghum yields by up to 50 per cent. This has
also enabled farm households to concentrate on new
income-generating commodities such as livestock,
cowpea and non-wood forest products.

The two programmes have also made a major
contribution in long-abandoned agricultural areas,
where the land was thought to be unreclaimable.
Soil and water conservation techniques have
regenerated the vegetative cover in these regions so
that land can be returned to cultivation: since
implementation began, the programmes have
regenerated over 1,900 hectares of lowlands for
rice cultivation and have rehabilitated more than
60,000 hectares for agricultural production overall.
Moreover, some 36,000 smallholder farmers are
currently applying improved soil and water
conservation and cultivation techniques.

IFAD’s new investment in the north, centre-north
and east regions of Burkina Faso, which was
presented at the December 2012 session of the
Executive Board, is designed to scale up these
successful practices to a larger area of the country.
The project will also help strengthen the land tenure
situation of smallholder farmers.

In Mauritania, we support a sustainable
development programme targeting 12 oases at risk of
desertification, water erosion and threats to
biodiversity. In 2012, the programme developed
three wadis, restored 130 hectares of dunes and
promoted two dozen micro-environmental income-
generating activities, including shops selling butane
as an alternative to coal and firewood and women'’s
groups producing couscous with improved stoves.
[FAD-supported programmes in Burkina Faso and
Mauritania are co-funded through Global
Environment Facility (GEF) resources.



Story from the field

Pioneering direct farmer support in Guinea

With fertile soil, plentiful rain, and water available for
dry season cultivation, Guinea’s agricultural potential
is enormous. Maize, oil palm, onion, potato, rice and
rubber are among the products that Guinea could
produce in abundance. But farmers lack credit to buy
quality seed, fertilizer and other inputs, and limited
basic infrastructure makes storage, transport and
processing costly and difficult.

Because Guinea’s farmers’ organizations have
proved to be strong and well organized, IFAD has
taken the radical step of giving development funds
directly to farmers. The National Programme to
Support Agricultural Value Chain Actors provides
funding, capacity-building, technical support and a
partnership platform to allow farmers to determine
how they will spend development funds and build up
selected value chains.

This innovation is possible because of Guinea’s
exceptionally strong and dynamic National
Confederation of Farmers’ Organizations. The
programme operates in Middle, Upper and Forest
Guinea, and will expand to Lower Guinea in 2013. All
told, 66,000 households will benefit directly.

The programme brings together all players along a
value chain — producers, technical service providers,
traders, even restaurants — to understand what is

required to increase productivity and reach lucrative

PROGRAMME OF WORK IN 2012

markets. “We work together to lubricate the whole
mechanism, from farmer to market,” says Mouctar
Diallo, regional coordinator for Middle Guinea.

Programme funds have enabled the confederation
to launch a large-scale push for higher yields. In the
first year alone, the programme distributed 20 tons
of chemical fertilizer, 20 tons of improved seed
and 100 litres of phytosanitary products to farmers,
significantly increasing productivity.

The programme also introduced inexpensive
lowland irrigation to expand dry season cultivation.
Moreover, it is establishing nurseries to make high-
yield, premium and certified planting materials more
widely available.

Though still in its early stages, the programme is
gaining momentum. Helping farmers help
themselves out of poverty benefits Guinea as a
whole, fostering economic growth, increased
exports and decreased agricultural imports.

“Before it was each for himself,” says Angéele Thea,
a farmer in Forest Guinea. “Now we work together and
help each other. And when we work together things
happen faster. We can achieve much more.”

Women threshing rice by hand after it has been dried,
parboiled and dehusked by machine

Guinea: National Programme to Support Agricultural Value
Chain Actors

©IFAD/Sarah Morgan
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East and Southern Africa

22 countries: Angola, Botswana, Burundi,
Comoros, Eritrea, Ethiopia, Kenya, Lesotho,
Madagascar, Malawi, Mauritius, Mozambique,
Namibia, Rwanda, Seychelles, South Africa, South
Sudan, Swaziland, Uganda, United Republic of
Tanzania, Zambia, Zimbabwe

Overview

Economic prospects for the East and Southern
Africa region are strikingly positive, with four of the
world’s ten fastest-growing economies in the region:
Ethiopia, Kenya, Uganda and the United Republic of
Tanzania. Other signs are also good. Infant mortality
rates are falling sharply, the middle class is growing,
foreign direct investment is strong, and high prices
for key commodities such as coffee, tea and cotton
increasingly fuel export earnings. The outlook for
food security in the region is also generally positive
- with the exception of parts of Ethiopia, northern
Kenya, Malawi and Mozambique.

But the positive is only one side of the story. As a
result of persistent inequality, the absolute number
of poor people in the region is rising. Droughts
and floods, which hit the very poor hardest, are

Portfolio management highlights

e 56 ongoing programmes and projects in
18 countries in the region at the end of 2012

e US$1,368.7 million invested by IFAD in the
region’s ongoing portfolio

* 4 new programmes and projects in Eritrea,
Kenya, Madagascar and Mozambique for a
total IFAD investment of US$108.0 million —
US$4.9 million of this total is in the form
of a grant from the Adaptation for
Smallholder Agriculture Programme
for the project in Mozambique

¢ supplementary financing worth
US$22.9 million provided to 2 ongoing
projects in Madagascar and 1 in Burundi

e Spanish Food Security Cofinancing Facility
Trust Fund financing of €40.4 million
(approximately US$52.1 million) approved
for Kenya, Madagascar and Mozambique

ever more frequent. The region is almost totally
dependent on rainfed agriculture and has a massive
deficit in rural infrastructure. As a result, yields for
most cereal crops are only a third of what they could
be, and soil fertility is declining rapidly.

The total population is about 322.2 million, of
which 73.9 per cent lives in rural areas. Taking into
account countries for which data is available, on
average about 47.5 per cent of the population lives in
extreme poverty on less than US$1.25 a day.”> The
percentage of the population living in poverty in
these countries ranges from 0.3 per cent in Seychelles
to 81.3 per cent in Burundi.

Progress towards the MDGs across sub-Saharan
Africa as a whole is modest and will be insufficient to
meet the goals by 2015 unless there is significant
acceleration. Achieving gender parity in primary
school enrolment and halting the spread of
HIV/AIDS are the two goals most likely to be met.

Economic forecasts for East Africa put GDP
growth at 6.2 per cent for 2012, predicted to rise to
6.5 per cent in 2013. For Southern Africa, more
modest forecasts of 3.9 per cent in 2012 and
4.8 per cent in 2013 reflect a much higher economic
baseline. However, experts continue to voice concern
for South Africa’s high unemployment rate of
25 per cent. As the largest economy in sub-Saharan
Africa, its economic health has a significant impact

on its neighbours.

Our work and results in 2012
Our work in East and Southern Africa focused on the
following areas:

¢ improvement in beneficiary household income

and assets

e investment in human and social capital

e agricultural productivity and food security

e institutions and policies

e markets.

Beneficiary household income and assets
Livestock is a key asset and source of income for
many of the poor rural households with which [FAD
works. Increasing the number and quality of animals
owned by smallholders and pastoralists is thus an
effective way to improve their livelihoods.

2 Raw data was sourced from the 2012 Human Development Report of the United Nations Development Programme. Population figures include
all countries in the region. Data regarding population below the poverty line is not available for all countries in the region. The following
countries are excluded from the poverty line percentage: Botswana, Eritrea, Mauritius, Namibia, Zimbabwe. Because international data
agencies continually improve their data series, the data presented in the 2012 Human Development Report is not comparable with that

published in earlier editions.



In Burundi, a project to rehabilitate the livestock
sector has benefited over 142,000 households. Over
12,000 families have received pigs and goats through
the solidarity chain scheme, in which farmers who
receive animals pass on the animals’ offspring.
Through the use of veterinary artificial insemination
services, over 2,500 households have increased the
population of genetically improved heifer breeds.
More than 16,000 households have reported an
increase in milk production of up to 135 per cent,
adding up to 600,000 litres of milk per year and
reducing the cost from US$2 per litre to US$0.12.

In Kenya, IFAD’s Initiative for Mainstreaming
Innovation (IMI) project: Making Biogas Portable,
funded by the Department for International
Development (United Kingdom), installed nine low-
cost portable Flexi Biogas systems in dairy farms.
These devices, which were locally designed and
manufactured, provide farmers with a clean source
of cooking fuel and an alternative to firewood and
charcoal. The project installed four other Flexi Biogas
systems, designed to use kitchen and human waste,
in an orphanage school in Naivasha to provide
electricity for lighting and Internet access.

The project has a strong knowledge management
and communication component. It conducted a
multimedia awareness campaign among Kenyan
young people (through comics, radio and social
media channels) to highlight the benefits and

CHART 5a

IFAD loans by lending terms and DSF grants,
1978-2012°

Share of total of US$2 725.6 million

[ DSF grants
US$306.8 million - 11%

[ Highly concessional loans
US$2 299.1 million - 84%

1 Intermediate loans
US$109.0 million - 4%

M Ordinary loans
US$10.7 million - 0.4%

2 Any discrepancy in totals is the result of rounding.

PROGRAMME OF WORK IN 2012

potential of biogas systems, breaking down stigmas
and prejudices against their use. It facilitated
knowledge-sharing and South-South cooperation
between Kenyan engineers and the Indian Institute
of Technology, which has provided a platform for
scaling up the system internationally.

Financial services such as savings, credit and
microinsurance can enable rural people to build
small businesses and improve their resilience. In
Uganda, over 1.6 million people nationwide have
gained access to such services - 49 per cent of them
women - thanks to an I[FAD-funded programme that
supports the government's strategy of establishing
savings and credit cooperatives in all sub-counties.
The programme helped to increase the number of
cooperatives from fewer than 350 in 2004 to over
700 in 2011.

The Independent Office of Evaluation of IFAD
carried out a country programme evaluation in 2012
that identified some ongoing challenges for the
cooperatives: they are highly dependent on
government subsidies, sometimes serve political
interests rather than poor households and are
subject to elite capture. In response, the programme
has ensured the financial sustainability of over
250 cooperatives as measured by operational and
financial self-sufficiency, return on assets and
portfolio at risk.

CHART 5b

Loan disbursements by lending terms
and DSF disbursements, 1979-2012%
Share of total of US$1 647.4 million

[ DSF grants
US$95.6 million - 6%

[ Highly concessional loans
US$1 453.4 million - 88%

[ Intermediate loans
US$95.0 million - 6%

Il Ordinary loans
US$3.4 million - 0.2%

a |oan disbursements relate solely to Regular Programme loans and
exclude the Special Programme for Sub-Saharan African Countries
Affected by Drought and Desertification.

Any discrepancy in totals is the result of rounding.



16

Human and social capital

For young people in rural areas of developing
countries, educational and training opportunities can
make the difference between a life of deprivation and
one of decent employment. In Rwanda, thanks to two
phases of a project supporting rural enterprises, over
10,000 young people — 56 per cent of them women -
completed training of 6 to 12 months. More than
30 trades were taught, including sewing, weaving,
construction, carpentry and mechanics.

A survey showed that over 80 per cent of the
graduates had obtained permanent work, either in
their own businesses or as employees. Two per cent
had decided to continue their education, 9 per cent
had migrated and only 8 per cent were unemployed.
The second phase of the project also provided the
members of some 850 cooperatives with coaching,
training and assistance in preparing business
development plans.

IFAD’s Indigenous Peoples Assistance Facility
funded an NGO initiative that uses videos to engage
communities in tackling issues such as climate
change. The videos, which feature farmers in
Ethiopia’s Chencha region, raise awareness that local
changes in rain patterns, crop seasons and soil
fertility are part of a global phenomenon. They also
help communities find their own solutions, such as
replanting trees to restore the soil. Once the trees
have grown, they will contribute to carbon
sequestration, which could also become an income
source for Chencha farmers.

Agricultural productivity and food security
Increasing agricultural production is essential in
reducing rural poverty and strengthening food security.
Madagascar is a leader in adopting the system of
rice intensification - an innovative set of rice-
farming best practices that raises yields while using
less land, seed and water. Adoption rates are also
increasing in Burundi and Rwanda, especially in
areas where there is significant pressure on land.
The new techniques are disseminated through
farmer field schools and exchange visits by farmers.
In Burundi, 18,000 farmers adopted rice
intensification from 2009 to 2011. In Madagascar,
the same number did so in one year alone (2011),
doubling rice production in the project area to over
4 tons per hectare. Overall, this has contributed
38,000 tons of additional paddy production,

reducing dependence on imports. Farmers working
with an IFAD-supported project in Madagascar’s
Menabe and Melaky regions reported average
yields of 5 tons per hectare, much higher than in
previous years.

In 2012, we initiated a pilot project to raise
awareness of post-harvest, post-marketing and
processing-related food losses among smallholders
in Malawi and Rwanda. This project demonstrates
some simple technologies that could reduce losses.
It has provided selected farmers and cooperatives
in Rwanda with training and material, such as
tarpaulins and hermetic bags, to aid effective and
timely drying and storage of beans and maize.

In addition, through the collaboration of two
IMI projects in Kenya and Rwanda, the Flexi Biogas
technology (piloted initially in Kenya) is now
supporting selected farmers in the Kirehe district in
addressing post-harvest losses — a major concern
being the challenge of adequate drying prior to
storage. While most farmers depend on the sun to
dry their crops, small-scale drying systems powered
by a heat source, such as biogas, allow farmers to dry
their crops during harvest seasons even when it is
raining. The pilot project has also implemented cold
storage systems powered with biogas, especially for
milk and high-value crops, such as fruits and
vegetables. In Malawi, farmers have learned field and
storage technologies that reduce and monitor the
level of mycotoxins in groundnuts.

A pastoral early warning and response
programme in Ethiopia is mobilizing communities
to take on the challenges of climate change and its
impact on food security. The programme helps the
government react quickly to emergency situations
such as wunseasonal drought. Participating
communities collect information on livestock, food
security and water availability that is then analysed
by the Federal Early Warning and Response
Directorate, which can declare disasters and alert the
international donor community. In 2010, this
programme enabled rapid response to a sudden
water shortage in one of the pastoral regions. It also
finances the construction of emergency animal feed
stores, cold storage for medicines, and water-
harvesting facilities. It is helping to improve the
livelihoods of some 600,000 pastoral and
agropastoral households - about 25 per cent of
Ethiopia’s pastoralists - in 55 districts.



Story from the field
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Legal aid helps women in Burundi reclaim their rights

“If it were not for these people who know the law,”
says Maura Ntukamazina, “I would not be in my own
home, and | would already be dead.”

Ntukamazina is one of more than 1,000 women in
Burundi who have benefited from the Legal
Empowerment of Women Programme, an IFAD
initiative supported by the Canadian International
Development Agency.

The programme, which ran from 2010 to 2012,
gave legal training to administrators and facilitators
at family development centres in the provinces of
Kayanza and Gitega. Facilitators share their newly
acquired knowledge with women leaders, who in
turn spread awareness of women'’s rights within the
population. As a result, it is becoming easier to
advocate more effectively for vulnerable women,
girls and orphans.

“There has been a distinct improvement in our
collaboration with judicial police officers,” says
Fabiola Girokwigomba, Kayanza's communal
facilitator. “Previously, these officers maltreated
victims. They did not wish to hear their complaints.
Now victims are treated well.”

The family development centre in Kayanza
intervened on behalf of Maura Ntukamazina after
a land dispute left her severely beaten. After her

sister died, Ntukamazina’s relations - including a

cousin who was a judge - tried to force her out
of her family home.

“| was completely alone in the house,” she
recalls. “My cousin, accompanied by others,
would come to my house and assault me violently.
He told me that, as a magistrate, he could not
be sentenced.”

“We found Maura in a dire state with fractures in
almost every part of her body,” says Desirée
Bizimana, Kayanza’s legal aid officer. With help
from the centre, Ntukamazina regained possession
of her property. With her farm back, she can
once again feed her entire family and send her
children to school.

“The law has gained in strength because
women are starting to break free from customs,”
says Bizimana. “Husbands and family circles
also understand that women are protected and
have support.”

Adds Constance Ngezahayo, president of the
Association of Women Leaders of Bugendana: “The
women of today are more conscious of their rights.
What can | say? It’s wonderful!”

A paralegal raises awareness about women’s rights and other
legal issues in Benga village

Burundi: Bujumbura Rural Province
©IFAD/Sarah Morgan
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Institutions and policies

Institutional and policy-level ‘tules of the game’ often
disadvantage and even exclude marginalized groups.
Levelling the playing field for vulnerable groups is an
ongoing endeavour of IFAD and our partners.

In Lesotho, an IFAD-funded programme for rural
financial intermediation successfully supported
policy dialogue that led to the government’s decision
to grant the Lesotho PostBank a full banking licence,
thus making financial services available to a broader
client base. The programme also financed an
international study to establish a new national credit
guarantee scheme, which replaced a smaller,
underperforming fund. And it strengthened national
policies and regulations for financial cooperatives
and trained central bank staff in microfinance

regulation and supervision.

Markets

Storage facilities, all-weather roads, viable
transportation and market information systems all
play their part in enabling poor farmers to sell
surplus produce for a profit. A lack of rural
infrastructure hinders development across the region
and significantly constrains rural communities’
access to functioning markets.

In Uganda, results reported in 2012 show that
IFAD-supported programmes have repaired or
constructed over 3,500 kilometres of community
access roads and over 500 kilometres of feeder roads
linking outlying areas to the main highway system. It
is estimated that this has benefited a million people.

In the United Republic of Tanzania, a warehouse
receipts system was established in the north and
south and subsequently scaled up. This system
enables smallholders to safely store their crops at
harvest and sell when prices are in their favour, giving
them more bargaining power with traders. Farmers
are also able to leverage the value of their produce to
access credit, which they reinvest in their farms.

In Singida district, 19 warehouses were repaired
and some 2,000 tons of sunflower seeds collected
from about 2,500 farmers. In one village, farm-gate

w

prices for sunflower seeds have risen by as much as
240 per cent thanks to improved storage facilities. A
programme to strengthen market infrastructure
initiated in 2011 aims to repair or construct a further

32 warehouses.

Asia and the Pacific

31 countries: Afghanistan, Bangladesh, Bhutan,
Cambodia, China, Cook Islands, Democratic
People’s Republic of Korea, Fiji, India, Indonesia,
Islamic Republic of Iran, Kiribati, Lao People’s
Democratic Republic, Malaysia, Maldives, Marshall
Islands, Mongolia, Myanmar, Nepal, Niue,
Pakistan, Papua New Guinea, Philippines,
Republic of Korea, Samoa, Solomon Islands, Sri
Lanka, Thailand, Timor-Leste, Tonga, Viet Nam

Overview

The Asia and the Pacific region encompasses roughly
30 per cent of the global land mass and is home
to more than 60 per cent of the world’s population.
The total population of the region is about
3,754.8 million, of which some 59.9 per cent lives
in rural areas. Despite an unprecedented pace of
economic growth in recent years and a general
trend towards middle-income status, stark
inequality persists.

Taking into account countries for which data is
available, on average about 24 per cent of the
population lives in extreme poverty on less than
US$1.25 a day.> * The percentage of the population
living in extreme poverty in these countries ranges
from 1.5 per cent in the Islamic Republic of Iran and
Maldives to 55 per cent in Nepal.

Food insecurity continues to blight the lives of
poor people across the region. Food prices remain
volatile, and the poorest households spend up
to 70 per cent of their incomes on food.
Undernourishment is in the double digits: in
South Asia, 17.6 per cent of the people were
undernourished in 2010-2012, in East Asia
11.5 per cent and in South-East Asia 10.9 per cent.
Land access and ownership are closely tied to food

Raw data was sourced from the 2012 Human Development Report of the United Nations Development Programme. Population figures include

all countries in the region. Data regarding population below the poverty line is not available for all countries in the region. The following
countries are excluded from the poverty line percentage: Afghanistan, Democratic People’s Republic of Korea, Fiji, Kiribati, Malaysia, Marshall
Islands, Myanmar, Niue, Papua New Guinea, Republic of Korea, Samoa, Solomon Islands, Tonga. Because international data agencies
continually improve their data series, the data presented in the 2012 Human Development Report is not comparable with that published

in earlier editions.

IS

If China is excluded from figures for Asia and the Pacific, the total population is 2,407.2 million, of which 64.2 per cent lives in rural areas.

In countries for which data is available, about 24.5 per cent lives in extreme poverty on less than US$1.25 a day. If both China and India are
excluded from figures for Asia and the Pacific, the total population is 1,165.8 million, of which 58.4 per cent lives in rural areas. In countries
for which data is available, about 23.4 per cent lives in extreme poverty on less than US$1.25 a day.



security, and landless poor households report food
shortages for four to five months a year.

Overall, regional progress towards the MDGs has
been strong, but many countries are lagging behind.
Eighteen countries, including China and India, are
on course to achieve poverty reduction targets, but
others, such as Bangladesh, the Lao People’s
Democratic Republic and Mongolia, are falling
behind. Progress towards targets on gender equality
and women’s empowerment is on track, with
25 countries already having achieved them. Figures
for hunger and malnutrition are less encouraging,
with 48 per cent of children undernourished in
Afghanistan, Bangladesh and Nepal.

Unsurprisingly, these countries are making
insufficient progress towards reducing child
mortality and improving maternal health. In the
Pacific subregion, lack of data for the majority of
MDG indicators makes it difficult to assess progress.

Since more than 70 per cent of the region’s
population depends on agriculture and livelihoods
based on natural resources, the region is highly
vulnerable to the impacts of climate change. Delayed
onset of rains in the planting season, higher
temperatures, inundation of coastal areas as sea
levels rise, salinity intrusion and increasingly intense
natural disasters are among the destructive
phenomena affecting the region. Poor rural people,

women and children are at particular risk.

CHART 6a

IFAD loans by lending terms and DSF grants,
1978-2012°

Share of total of US$4 455.2 million
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Our work and results in 2012
In 2012, the projects we supported focused on:

e policy engagement and partnership

o targeting, poverty focus and gender

e food security and agricultural productivity
¢ household assets and incomes

e empowerment and human social capital

e innovation, knowledge and learning

e responding to climate change.

Portfolio management highlights

59 ongoing programmes and projects in

19 countries in the region at the end of 2012
US$1,592.8 million invested by IFAD in the
region’s ongoing portfolio

10 new programmes and projects in
Afghanistan, Cambodia, China (2 new
projects), India, Indonesia, Maldives, Nepal,
the Philippines and Tonga for a total IFAD
investment of US$328.4 million
supplementary financing worth

US$16.7 million provided to 2 ongoing
projects in Nepal and 1 in the Philippines
Spanish Food Security Cofinancing Facility
Trust Fund financing of €6.28 million
(approximately US$7.8 million) approved
for Indonesia

2 new results-based country strategic
opportunities programmes (COSOPs)

for Bangladesh and Viet Nam

CHART 6b

Loan disbursements by lending terms
and DSF disbursements, 1979-20122
Share of total of US$2 974.4 million

[ DSF grants
US$202.6 million - 5%

M Highly concessional loans
US$3 478.8 million - 78%

[ Intermediate loans
US$609.9 million - 14%

Il Ordinary loans
US$163.9 million - 4%

@ Any discrepancy in totals is the result of rounding.

[ DSF grants

US$54.1 million - 2%

[ Highly concessional loans

US$2 502.0 million - 84%

[ Intermediate loans

US$410.3 million - 14%

Il Ordinary loans

US$8.0 million - 0.3%

@ Loan disbursements relate solely to Regular Programme loans.
Any discrepancy in totals is the result of rounding.
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Policy engagement and partnership

As more countries in the region attain middle-
income status and move towards borrowing from
IFAD on ordinary lending terms, we are building
policy dialogue and analytical capacity to ensure that
we provide the assistance needed. We identify
critical areas for policy engagement at the country
level based on continuously updated qualitative
and quantitative data. The annual Multilateral
Organisation Performance Assessment Network
survey of IFAD clients in eight countries in the region
shows, on average, about 97 per cent satisfaction
regarding the alignment of IFAD-supported projects
with national priorities.

During 2012, an IFAD-funded post-tsunami
programme in the Maldives assisted the Ministry of
Fisheries and Agriculture in finalizing the new
Fisheries Master Plan and a fisheries and marine
resource management bill. It also helped the
ministry finalize a forestry policy and incorporate
best practices and stakeholder concerns into its work.

Targeting, poverty focus and gender

Effectively targeting the programmes we support
ensures that they reach the right people in the right
places. We use both geographical and social targeting
because the benefits our projects bring — such as
increased access to water — have a greater impact on
poor people in rural areas than on non-poor and
non-rural people. Many projects specifically promote
the economic empowerment of women, helping to
increase their status and decision-making power
both inside and outside the home.

In Tejaswini, India, a rural women'’s
empowerment programme is giving poor women
from tribal communities a wider range of economic,
social and political opportunities. It supports
women’s grass-roots organizations and self-help
groups in livelihood development, collective action
and community development. It also provides access
to financial services, including microfinance and
insurance. Thanks to this programme, some 20,000
women have taken out life, accident or asset

insurance, thus increasing their resilience.

Food security and agricultural productivity
Strengthening agricultural productivity can
significantly improve food security and raise
incomes. Results reported in 2012 for Asia and the
Pacific show that about 100,000 farmers adopted
technologies recommended by IFAD-supported
programmes and 91,000 reported increased yields.

In Viet Nam, IFAD-supported projects have
strengthened food security for poor households in
mountainous areas. A project in Ha Giang raised rice
productivity from 2 to 5 tons per hectare, while
maize increased from over 1 ton to more than 3 tons
per hectare. The percentage of households suffering
from food insecurity decreased from 49 per cent in
2006 to 18 per cent in 2011.

In Timor-Leste, where about 70 per cent of the
workforce engages in agriculture, mostly working on
subsistence farms, a maize storage project fostered
local manufacturing of storage drums. The drums
allow maize to be stored safely on farms, cutting
waste and strengthening the food security of maize-
growing households. The drum manufacturing

business also creates jobs for rural people.

Household assets and incomes

Enabling poor rural people to build up their
household assets and incomes strengthens their
resilience and gives them a basis to improve their
livelihoods. In rural communities where natural
disasters have struck, there is added urgency because
household assets may have been lost, including
homes, tools and livestock. In Sri Lanka, for
example, IFAD-funded activities are supporting post-
tsunami reconstruction, providing forest land for
planting rubber and improving leasing conditions
for tea plantations, thus enabling smallholders to
increase their incomes.

Microfinance services help stimulate inclusive
economic growth in rural areas and create more
robust livelihoods for rural households. Women often
benefit most. In Bangladesh, an IFAD-supported
microfinance and technical support project whose
beneficiaries are 95 per cent women has enabled over
200,000 women to establish livestock businesses, gain
management and leadership skills, and increase their
assets by investing savings in banks and microfinance
institutions. Participants in a programme promoting
rural microenterprises in the Philippines have
increased their profits by an average of 62 per cent and

expanded their business asset size by 55 per cent.



Empowerment and human social capital
Empowering poor, marginalized and vulnerable
people and building their capacity are important
components of every project we support. Education,
training and participation in project planning and
implementation enhance people’s skills and
confidence and strengthen the negotiating power of
farmers’ cooperatives, village associations and other
groups. Literacy and skills training for women have a
particularly important impact.

In India, almost 1.6 million women participate in
IFAD-supported projects, with some 900,000 trained.
Many belong to self-help groups, which provide a
platform for collectively addressing social, cultural
and health issues. Savings, interloaning and bank
linkages have reduced women’s dependence on local
moneylenders, and they have accumulated 2.7 billion
Indian rupees in savings (nearly US$50 million).
Today, nearly 920,000 Indian women are active
borrowers through IFAD-supported projects.

In Viet Nam, a programme in Dak Nong province
focuses on empowering ethnic minorities -
especially women - by improving livelihoods and
access to rural financial services. It also supports the
development of collective action by encouraging the
establishment of joint liability groups and savings
and credit associations. The programme provides
training activities and materials for these groups in
local languages.

Throughout the region, from July 2011 to June
2012, savings and credit organizations welcomed
740,000 new members, and community groups
grew by 85,000.

Associations managing natural resources gained
17,000 members, 27,000 people joined infrastructure
groups and 34,000 joined marketing organizations.

Innovation, knowledge and learning

Innovation and learning are key principles of
engagement under IFAD’s strategic framework for
2011-2015. The projects we support often generate
new approaches and innovative solutions to
challenges facing poor rural people. For example, a
post-earthquake agricultural rehabilitation project in
China introduced fibreglass covers to replace
conventional concrete covers for biodigesters. The
new covers were so effective that the Government of

China introduced them in other regions.
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We use a variety of techniques to foster

knowledge-sharing, including face-to-face
exchanges, site visits and partnerships in
implementation. We also invest in activities that
enable our partners to exchange knowledge, best
practices and innovations. The region’s online home,
the IFADAsia web platform, has a community of
more than 1,800 individuals and contains nearly
150 individual websites. All network members are
able to create their own content, discuss and
collaborate. In this way, IFADAsia provides an
innovative and effective approach to knowledge-

sharing and operations.

Responding to climate change

Carbon dioxide emissions are a major contributor to
global warming. Peatland degradation and fires in
South-East Asia emit an estimated 2 billion tons of
carbon dioxide annually - about 6 per cent of global
emissions — making it the largest regional source of
emissions from land use. But the region’s 25 million
hectares of peatland also help regulate its climate
and water resources and conserve biodiversity.

An IFAD-GEF regional grant is strengthening
national and regional capacities to implement the
Peatland Management Strategy of the Association of
Southeast Asian Nations. Pilot sites in Indonesia,
Malaysia, the Philippines and Viet Nam have
initiated integrated management and rehabilitative
activities. The project has developed guidelines on
best management practices for oil palm and forest
plantations, and has established a real-time peatland
fire prediction and warning system and enhanced
fire prevention measures.
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Story from the field

Revitalizing cocoa production in Indonesia

Old trees, poor soil conditions, pests and disease,
combined with dated agricultural practices, have led
to a steady decline in cocoa production worldwide.
In partnership with the Indonesian Government and
IFAD, the Mars Sustainable Cocoa Initiative is
working to reverse this trend in Sulawesi using IFAD’s
Rural Empowerment and Agricultural Development
Programme as an entry point to reach farmers.

In 2011, the Mars company established a cocoa
development centre in Sidole, a village in central
Sulawesi. A team of trainers planted one hectare of
new hybrid plants at the centre and continues to
teach better cultivation techniques. The method
used - side grafting — improves existing plants while
farmers wait to plant new trees. The centre has
created a hub-and-spoke network for outreach to
cocoa farmers throughout the province.

By investing millions of dollars each year in
research, education and cocoa certification, Mars
has already seen success with the small farm model
in Sulawesi. Some farmers have raised their annual
profit from US$700 to US$3,500.

“Just by using side grafting on my old trees,
I've already been able to increase my vyield by
50 per cent,” says Mimi Abudohe, a student at the
centre who has farmed cocoa in Sidole for more than

15 years. Abudohe’s success inspired her neighbours’

interest, so she shared her skills with them. Now they
are learning at the centre, too.

Anticipating the project’s next phase, Abudohe
says, “I’m excited, I’ve already built my own nursery
at home so | can start growing the new hybrid trees!”

After farming cocoa for 20 years, Ahmad Darise
almost gave up before he joined the project. Now his
farm is attracting growers from all over the district to
see his rejuvenated trees, which are bearing fruit
beyond all expectations. A new IFAD revolving loan
will soon be released to his farmer group, and Darise
is inspired to begin borrowing. “Right now we are
benefiting from Mars, but even if they left now we
would continue with what they’ve taught us. It
benefits us greatly.”

A cocoa producer spreads her crop to dry in the sun
in Sidole, Central Sulawesi

Indonesia: Rural Empowerment and Agricultural
Development Programme

©IFAD/Roger Arnold




Latin America and the Caribbean

33 countries: Antigua and Barbuda, Argentina, The
Bahamas, Barbados, Belize, Plurinational State
of Bolivia, Brazil, Chile, Colombia, Costa Rica,
Cuba, Dominica, Dominican Republic, Ecuador,
El Salvador, Grenada, Guatemala, Guyana, Haiti,
Honduras, Jamaica, Mexico, Nicaragua, Panama,
Paraguay, Peru, Saint Kitts and Nevis, Saint Lucia,
Saint Vincent and the Grenadines, Suriname,
Trinidad and Tobago, Uruguay, Bolivarian Republic
of Venezuela

Overview

Although the Latin America and the Caribbean
region has historically had the highest rates of
inequality in the world, it is one of the few places
where the gap is now closing. Progress is being made
to reduce poverty and build economic resilience -
based largely on sustained macroeconomic stability,
high prices for commodity exports, and public
spending on social programmes.

Nevertheless, the region’s economic and social
growth continues to face challenges from fiscal
deficits, unemployment, violence, climate change
and environmental degradation. Moreover, its heavy
reliance on export commodities is subject to the
volatility of global markets.

The total population is about 591.2 million, of
which 20.2 per cent lives in rural areas. Taking into
account countries for which data is available, on
average about 10 per cent of the population lives in
extreme poverty on less than US$1.25 a day.® The
percentage of the population living in extreme
poverty in these countries ranges from 0.2 per cent in
Jamaica to 55 per cent in Haiti.

Over the past 15 years, more than 50 million
people have joined the middle class, which is now
about the same size as the region’s population of
poor people. Analysts attribute progress in poverty
reduction to pro-poor policies and the conditional
cash transfer programmes that are the cornerstone of
many social protection programmes.

However, regional and national averages present a
distorted picture of the living conditions of rural
people in general, and especially marginalized
groups such as indigenous peoples and those of

PROGRAMME OF WORK IN 2012

African descent. In 2010, the region’s rural poverty
rate was twice as high as the urban rate, and four
times higher in the case of extreme poverty. Gender
inequality also remains a major issue in rural areas.

The region has met or is expected to meet the
MDGs in eight target areas and shows no areas
without progress. Nevertheless, if prevailing trends
persist, progress will be insufficient to reach targets
in the areas of extreme poverty, employment,
primary schooling, women in government, maternal
health, HIV/AIDS and the living conditions of
slum dwellers.

Our work and results in 2012
Our work in the region focuses on the following
areas:

e developing markets and rural enterprises

¢ meeting basic human needs

e supporting social inclusion

e strengthening South-South cooperation

¢ building environmental sustainability.

Markets and rural enterprises

Rapid urbanization in the region is creating sharp
growth in medium-sized centres that link rural areas
to large cities - improving poor rural people’s access

to markets. This process is also increasing non-farm

Portfolio management highlights

¢ 39 ongoing programmes and projects in
19 countries in the region at the end of 2012

e US$574.1 million invested by IFAD in the
region’s ongoing portfolio

¢ 8 new programmes and projects in Brazil
(2 new projects), Colombia, Haiti, Mexico,
Paraguay, Peru and the Bolivarian Republic
of Venezuela for a total IFAD investment
of US$149.6 million

e Spanish Food Security Cofinancing Facility
Trust Fund financing of €41.6 million
(approximately US$57.9 million) approved
for Brazil, Colombia, Mexico and the
Bolivarian Republic of Venezuela

® 2 new results-based country strategic
opportunities programmes (COSOPs)
for Honduras and Nicaragua

5 Raw data was sourced from the 2012 Human Development Report of the United Nations Development Programme. Population figures include
all countries in the region. Data regarding population below the poverty line is not available for all countries in the region. The following
countries are excluded from the poverty line percentage: Antigua and Barbuda, Bahamas, Barbados, Belize, Cuba, Dominica, Grenada, Saint
Kitts and Nevis, Saint Lucia, Saint Vincent and the Grenadines, Uruguay. Because international data agencies continually improve their data
series, the data presented in the 2012 Human Development Report is not comparable with that published in earlier editions.



employment opportunities, which are an important
source of income for poor rural people. Yet recent
studies show that just 8 per cent of family farmers
are totally integrated into value chains and only
25 per cent currently have the potential to participate
fully in the modern agriculture sector.

A quarter of the IFAD-supported initiatives in the
region are dedicated to developing markets and rural
enterprises. Through a US$2 million grant to the
Guatemalan Exporters Association, we are scaling up
the successes of market access projects in Guatemala,
where smallholder farmers now sell millions of
dollars’ worth of citrus, vegetables and other produce
to large international markets. These successful
approaches are being shared with farmers, producers’
organizations, governments and private businesses
across Central America.

The Regional Programme in Support of Rural
Populations of African Descent in Latin America
provides cofinancing for rural enterprises owned by
women and young people. It also promotes learning
and knowledge exchange among these
entrepreneurs. The programme is showing evidence
of improved self-esteem for women and increased
income stability for their families, and it is receiving
other

requests for technical assistance from

development agencies.

CHART 7a

IFAD loans by lending terms and DSF grants,
1978-20122

Share of total of US$1 951.1 million

We are also focusing on farming and non-farming
microenterprise to strengthen rural livelihoods. In
the Plurinational State of Bolivia, an IFAD-supported
project is helping rural families earn more money
from their llama and alpaca herds. It also helps
artisanal cooperatives to improve the quality of the
shoes, shawls and sweaters they make for sale to
local markets, and to manage and promote their
businesses more effectively. In addition, it supports
rural tourism initiatives to enable families who have
traditionally relied on agriculture to diversify their

revenue streams.

Basic human needs

While hunger is now uncommon in most of Latin
America and the Caribbean, malnutrition and low
incomes remain key challenges to poor rural families
across the region, and thus crucial areas of focus in
IFAD’s work. Results reported in 2012 show that
78 per cent of the projects we support generated
tangible increases in the physical and financial assets
of target groups, helping to strengthen incomes
and nutrition.

An IFAD-funded project supporting markets in
Sierra Sur, Peru, entered its second phase in 2012.
Initial reports from the first phase indicate increases
in annual incomes of about 150 per cent, with a

CHART 7b

Loan disbursements by lending terms
and DSF disbursements, 1979-20122
Share of total of US$1 330.3 million

B DSF grants
US$30.0 million - 2%

M Highly concessional loans
US$416.5 million - 21%

[ Intermediate loans
US$488.0 million - 25%

B Ordinary loans
US$1 016.6 million - 52%

2 Any discrepancy in totals is the result of rounding.

B DSF grants
US$11.0 million - 0.8%
I Highly concessional loans
US$352.6 million - 27%
[ Intermediate loans
US$401.9 million - 30%
M Ordinary loans
US$564.8 million - 42%

2 | oan disbursements relate solely to Regular Programme loans.
Any discrepancy in totals is the result of rounding.



40 per cent reduction in chronic malnutrition for
project participants. The project also helped some
9,000 women open savings accounts. They now have
combined savings of over US$1 million.

In Nicaragua, a project connecting small-scale
producers with dynamic value chains enables
participants to diversify their incomes and improve
their food security. The project has transferred more
than US$3 million to microenterprises, producers’
organizations and other rural enterprises. It has
directed over US$2.7 million specifically to
strengthening value chains and integrating small-
scale producers into them, and has reached more
than 50,000 people, 52 per cent of them women.

South-South cooperation

IFAD shares lessons learned in Brazil, Guatemala
and Peru through technology exchanges, policy
dialogue platforms, and learning routes within the
region and across the Global South.

We support the Africa-Brazil Agricultural
Innovation Marketplace linking Brazilian and
African experts and institutions - such as the
Brazilian  Agricultural  Research  Enterprise
(EMBRAPA) and the Forum for Agricultural Research
in Africa - in developing cooperative projects,
fostering innovative technologies and generating
pro-poor policy dialogue among Brazil, Africa and
other regions of the Global South.

Since 2010, the Marketplace has approved funding
for 30 projects in 12 African countries. A separate
IFAD grant for a Latin America-Brazil Marketplace has
approved five projects in Latin American countries.

The IFAD-supported Learning Routes approach,
implemented by the NGO Corporation for Regional
Rural Development Training (PROCASUR), brings
farmers together from across the world. Initiated in
Latin America in 1996, and more recently expanded
to Africa and Asia, learning routes provide space for
dialogue, exchange and cross-fertilization among
IFAD-supported projects and other public and
private actors. They help identify best practices and
scale up the achievements of projects we fund.

Projects we support have used the learning routes
to share their experience in creating savings accounts
for poor rural women with the Women Savers in

Action Project in Colombia, which has put the
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knowledge to good use. Over 98,000 women saved
more than US$17 million through the Colombian
initiative, which works in coordination with the
IFAD-backed Oportunidades Rurales programme.

Social inclusion

To build more inclusive societies — a key ingredient
for peace in one of the most violent regions of the
world - a new generation of IFAD-funded projects is
working to strengthen local institutions and
governments, and to provide poor rural people with
land titles, identity documents, education and
financial services. We also strive to raise awareness of
poor producers’ contributions to national
economies. Countries such as the Plurinational State
of Bolivia, Brazil, Ecuador and Peru have made
measurable progress in the social inclusion of
marginalized groups.

IFAD-sponsored learning routes are replicating
key innovations in social inclusion, which originated
in IFAD-funded projects in Peru, throughout the
Andes and globally. These innovations include
public competitions to assign project resources,
manage natural assets, training and promotion of
local talent, and distribute project funds through a
local resource allocation system.

We also support policy dialogue platforms, such
as the Commission on Family Farming of the
Common Market of the South (MERCOSUR), the
Latin American Center for the Human Economy,
and country-specific platforms implemented by the
Latin America Center for Rural Development
(RIMISP). These platforms are helping to push
family farming and rural poverty issues to the top of
national agendas.

The RIMISP Knowledge for Change Program
coordinates rural dialogue groups, which mobilize
local leaders, business people, intellectuals and
representatives from social organizations and NGOs
to champion policies that support poor rural people.
Colombia’s rural dialogue group successfully backed
the development of the nation’s new land law.
Mexico’s group developed a proposal to fight rural
poverty that was shared with presidential candidates.
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Story from the field

Focus on youth: Fostering young rural talent in Nicaragua

The Latin America and the Caribbean region is the
most urbanized in the world, with 80 per cent of the
population living in cities, and projections show that
this figure will rise to about 89 per cent by 2050. Cities
may appear to offer more possibilities than rural areas
— where access to employment, credit, assets and
education is extremely limited — but this is only part of
the picture. About one in four city dwellers in the
region lives in poverty on less than 2 dollars a day.

Enabling young women and men in rural areas to
earn decent livelihoods and plan for the future
without leaving their homes and families is a key part
of IFAD’s work in fostering agricultural and rural
development, strengthening food security and
fighting poverty.

Thanks to the US$25 million IFAD-supported
Programme for the Economic Development of the
Dry Region in Nicaragua (PRODESEC), which closed
in 2011, 20-year-old Xenia Centeno is now a
successful agro-industrial engineer working with a
winery cooperative.

“Our life is much better now,” Centeno says.
“We never imagined we would ever be small
business owners, or work in a cooperative. This truly
is an achievement.”

Centeno works with Vinos Don Rufo, a winery

that benefited from IFAD technical support and

financing. The 20 members of the cooperative
increased production, improved quality and raised
their incomes thanks to a new wine press, corking
device, processing centre and storage facility.

In addition, training seminars in business
management, bookkeeping and accounting gave
Centeno and other young entrepreneurs the
business skills they needed to turn a profit.

In all, PRODESEC supported over 400 business
plans designed to generate rural employment, with
about 20 per cent of those plans creating new jobs
specifically for young people under the age of 29.
It provided technical and financial support to over
300 enterprises and worked with about 250 agro-
industrial businesses.

“Without projects like this, many young people
opt for crime,” says Mercedes Calderon, the chief of
production at the PRODESEC-supported Artefina
Artisan Cooperative. “Thanks to the programme,
we’ve been able to escape this.”

Young apprentices learn to carve wood and make furniture
Nicaragua: Programme for the Economic Development of the
Dry Region in Nicaragua

©IFAD/Greg Benchwick




Environmental sustainability

IFAD works to mainstream environmental and
climate change initiatives in the region. GEF
cofinancing has increased significantly over the past
few years, and is expected to reach US$29 million by
June 2013.

In Brazil, an ongoing GEF-funded project
promotes organic cotton production and is
introducing eco-stoves, biodigesters and animal
traction. Projects in Mexico, Panama and Peru have
also added new GEF components.

Notable successes in adaptation to climate change,
sustainable natural resource management and
environmental stewardship are evident throughout
the regional portfolio. For example, a Bolivian project
helped plant over 8 million trees and construct
800,000 hectares of new terraces that reduce erosion
and minimize the effects of desertification.

In semi-arid zones of Brazil and the Bolivarian
Republic of Venezuela, IFAD-funded projects provide
farmers with new techniques and technologies
to manage scarce water supplies effectively,
including pumping systems, microdams, rooftop
water-catchment  systems and  water-saving
planting techniques. By promoting composting and
other green practices, projects are also reducing the
use of pesticides.

We support a Bolivian project that is building the
resilience of poor rural communities and helping
them meet the challenges of climate change through
more effective conservation of local agrobiodiversity.
In Cachilaya, for example, custodian farmers are
conserving over 100 varieties of papa (potato), as
well as numerous varieties of quinoa, tarwi (bean)
and oats for fodder. The diverse varieties can be used
for different purposes, and some are more resistant
to cold and adverse weather conditions.

IFAD-supported projects in the Plurinational State
of Bolivia, Ecuador and Peru use competitive
resource allocation to assign funds. This demand-
driven focus on competition transforms family
farmers into the primary stakeholders and decision
makers in the management of their natural
resources. It also ensures the long-term sustainability

of the initiatives we support.
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Near East, North Africa and Europe®
34 countries and Gaza and the West Bank: Albania,
Algeria, Armenia, Azerbaijan, Bosnia and
Herzegovina, Croatia, Cyprus, Djibouti, Egypt,
Gaza and the West Bank, Georgia, Irag, Jordan,
Kazakhstan, Kuwait, Kyrgyzstan, Lebanon, Libya,
Malta, Morocco, Oman, Qatar, Republic of
Moldova, Romania, Saudi Arabia, Somalia, Sudan,
Syrian Arab Republic, Tajikistan, The former
Yugoslav Republic of Macedonia, Tunisia, Turkey,
United Arab Emirates, Uzbekistan, Yemen

Overview

The global economic crisis and political upheaval in
the Arab region continue to pose challenges for
countries of the Near East, North Africa and Europe.
This economically, politically, environmentally and
socially diverse region includes a high proportion of
middle-income countries and, with some exceptions,
its progress towards achieving the MDGs is largely on
target. However, rural poverty and food insecurity, as
well as high unemployment, especially among
rapidly growing vyouth populations, remain
problems in many countries.

The total population of the Near East and North
Africa region is about 359.4 million, of which
43.4 per cent lives in rural areas. Taking into account
countries for which data is available, on average
about 6.2 per cent of the population lives in extreme
poverty on less than US$1.25 a day.” The percentage
of the population living in extreme poverty in these
countries ranges from 0.4 per cent in Jordan to
19 per cent in Djibouti.

Recovery from the food, fuel and financial crises
has been mixed. Analysts expect real GDP growth
across the Near East and North Africa region to
recover to pre-crisis levels by 2015, after falling
from 5.1 per cent in 2010 to 3.3 per cent in 2011.
Growth in countries of Europe and Central Asia is
forecast to weaken from 4.9 per cent in 2011 to just
over 4 per cent in 2012 and 2013.

In the Near East and North Africa region,
countries undergoing transitions and reforms have
suffered severely in economic and social terms. Food
security has been identified as a major driver of

6 A single division in IFAD covers two distinct regions: the Near East and North Africa, and Europe and Central Asia.

7 Raw data was sourced from the 2012 Human Development Report of the United Nations Development Programme. Population figures include
all countries in the region. Data regarding population below the poverty line is not available for all countries in the region. The foll