EB 2009/96/R.15:  PROPOSED LOAN TO THE REPUBLIC OF MALI 

FOR THE RURAL MICROFINANCE PROGRAMME
I. THE PROGRAMME
A. Main development opportunity addressed by the programme

The Rural Microfinance Programme will consolidate the existing networks through capacity-building and institutional development, restructure the networks where needed and identify new products.[par 1]
B. Proposed financing

Terms and conditions
It is proposed that IFAD provide a loan to the Republic of Mali in the amount of SDR … million (equivalent to approximately US$25.04 million), on highly concessional terms. The loan will have a term of 40 years, including a grace period of 10 years, with a service charge of 0.75% per annum.[par 2]

Relationship to the IFAD performance-based allocation system (PBAS)
The allocation defined for Mali under the PBAS is US$26.61 million over the 2007- 2009 allocation cycle.[par 3]

Country debt burden and absorptive capacity of the State
After Mali received relief under the Multilateral Debt Relief Initiative, its external debt fell to 20% of GDP in 2006. Mali has received eight loans from IFAD since 1986, and the Government of Mali has a good repayment record.[par 4]

Flow of funds
The IFAD loan will be channelled through a special account in CFA francs opened in a commercial bank in Bamako. National counterpart funds will be deposited into the counterpart funds account on a yearly basis at the beginning of each fiscal year.[par 5]

Supervision arrangements
The programme will be directly supervised by IFAD. Special arrangements have been made with cofinanciers and national institutions to jointly supervise the programme. There were no exceptions to IFAD General Conditions for Agricultural Development Financing and operational policies.[par 6- 7]

Governance
(i) strict application of the loan covenants; (ii) strengthening of rules and regulations for procurement; (iii) issuance of IFAD “non-objections” and terms of reference for the recruitment of external auditors, who will carry out annual programme audits; and (iv) strict application of the IFAD Policy on Preventing Fraud and Corruption in its Activities and Operations. [par 8]

C. Target group and participation

The programme plans to reach 315,000 individuals, including women and young people. The programme’s targeting strategy rests on four pillars: (i) support to microfinance institutions (MFIs) to develop new products; (ii) development of incentives encouraging MFIs to prioritize the needs of women and youth groups in their business plans; (iii) development of a mechanism to favour these groups when asking for credit; and (iv) capacity-building for women’s groups to increase their influence in decision-making.The programme will provide capacity-building in technical areas such as management, enabling these organizations to reach higher business levels and forge new partnerships with other MFIs. [par 9-12]
D. Development objectives
The programme is in line with the National Microfinance Strategy and its action plan, which promotes capacity-building for state institutions, namely the Support and Promotion Centre for Decentralized Financial Systems and the Control and Monitoring Cell. These bodies will govern the programme at a macro level. The programme is in line with the first strategic objective of the Mali country strategic opportunities programme: to “increase and diversify agricultural production in order to improve household food security and goods accumulation”.[par 14-15]
E. Harmonization and alignment
The programme prioritizes two of the three strategic objectives of the NationalMicrofinance Strategy, namely
· To consolidate the current supply of microfinance services, improving their products and management
· To increase the scope of the financial services offered by developing new products and building new partnerships with the banking sector and other MFIs.

IFAD and other donors such as (CIDA) and (DANIDA), with the support of the Government, are working on designing and implementing a single management plan for all microfinance projects and programmes in Mali.[par 16 – 17]

F. Components and expenditure categories
Main components
Facilitation of access to financial services (54%); (ii) Support to MFI livelihoods (37%); and (iii) Programme

management (9%).[par 18]

Expenditure categories

There are six expenditure categories: (i) construction and rehabilitation; (ii) vehicles, equipment and goods; (iii) training and technical assistance; (iv) service providers; (v) support funds; and (vi) operating costs.[par 19]

G. Management, implementation responsibilities and partnerships
· The Key implementing partners will be mainly the Support and Promotion Centre for Decentralized Financial Systems and other government implementation units.[par 20]
· A programme management unit will be responsible for implementing activities. The programme will receive assistance from national and international technical experts.[par 21 - 22]
· The programme will sign performance-base contracts with MFI networks to define the nature of the assistance and expected results. It will also enter into contracts with service providers and NGOs to obtain specialized technical assistance in training MFI staff and leaders and developing new financial products.[par 23]

· The total programme cost will be US$30.76 million over eight years. IFAD (81.4 %), the United Nations Capital Development Fund (3.3 %), the United Nations Development Programme (1.5 %), beneficiary MFIs (1.9 %) and the Government (11.9 %).
H. Benefits and economic and financial justification
(i) Expand MFI service coverage to provide easier access to credit in rural areas; (ii) Increase the sustainability of MFIs; (iii) Develop financial services tailored to market needs; and (iv) Reinforce MFI livelihoods.[par 25]
The programme’s economic rate of return is 14.4 per cent for the basic case scenario.[par 26]

I. Knowledge management, innovation and scaling up
· The programme will periodically assess the impact of credit on the economic and social livelihoods,

· It will link MFIs to the country’s banking system 
· Rationalize and restructure MFI networks so that they can interact with donor networks; 
· Facilitate vulnerable groups’ access to credit;

· Develop new financial products tailored to assessed needs; and 
· Promote the professionalization of MFI management and reduce use of non-paid staff.
· The restructuring of MFI networks and the new financial products developed and tested during the programme will will be Scaled up to the national level in the context of the National Microfinance Strategy.[par 27 - 29]

J. Main risks
· Late implementation of preliminary activities.

· Decreased viability of MFIs with the closure of FODESA.

· Reduced government support.

· Degraded MFI portfolios
The programme has been classified as a Category B operation in that it is not likely to have any significant negative environmental impact.[par 30- 31]

II. LEGAL INSTRUMENTS AND AUTHORITY
A programme loan agreement between the Republic of Mali and IFAD will constitute the legal instrument for extending the proposed loan to the borrower. Important assurances included in the negotiated agreement will be tabled at the session.
III. RECOMMENDATION
I recommend that the Executive Board approve the proposed loan in terms of the following resolution:

RESOLVED: that the Fund shall make a loan to the Republic of Mali in various currencies in an amount equivalent to … special drawing rights (SDR …) to mature on or prior to … and to bear a service charge of three fourths of one per cent (0.75%) per annum, and to be upon such terms and conditions as shall be substantially in accordance with the terms and conditions presented to the Executive Board herein. [par 36]
Kanayo F. Nwanze
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