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MILLENNIUM DEVELOPMENT GOALS
1. In the course of the 1990s, a series of global conferences and summits defined programmes of

action on a number of development challenges (including sustainable development, food security,
gender, poverty and housing). To plan for and monitor progress in meeting these development
commitments, the OECD developed an integrated set of International Development Goals, enacted in
2000 as the Millennium Development Goals (MDGs).

2. MDGs entail: (i) a global consensus that development equals poverty reduction; and (ii) a
broad agreement on a set of goals and targets for poverty reduction, which actually largely meets the
goals of the poor themselves, as identified by a vast number of participatory poverty assessments.
Agreement on goals and targets constitutes a necessary (but insufficient) condition for enhanced
effectiveness of development cooperation through coordination and partnership. The goals represent a
partnership between the developed and the developing countries determined, as the United Nations
Millenium Declaration states, “to create an environment — at the national and global levels alike —
which is conducive to development and the elimination of poverty”.

3. The enunciation of the MDGs is now focusing all actors’ poverty-reduction strategies on the
agreed set of 7 plus 1’ development goals (see Table 1), in addition to the fundamental need for high-
quality growth. The main reference document for developing the MDGs has been Section III of the
Millennium Declaration on ‘Development and Poverty Eradication’. For the purpose of monitoring
progress, the normal baseline year for the targets will be 1990, which is the baseline used by the global
conferences of the 1990s.

Table 1: Millennium Development Goals, Targets and Indicators'

Goals Targets Indicators
Goal 1: Target 1. Halve, between 1990 and | 1.1. Proportion of population below USD 1 per day
Eradicate 2015, the proportion of people whose | 1.2. Poverty gap ratio [incidence x depth of poverty]
extreme poverty | income is less than one dollar a day 1.3. Share of poorest quintile in national consumption
and hunger Target 2: Halve, between 1990 and

2.4. Prevalence of underweight children (under five years of age)
2015, the proportion of people who
suffer from hunger

2.5. Proportion of population below minimum level of dietary energy
consumption

Goal 2: Achieve

Target 3: Ensure that, by 2015, children

3.6. Net enrolment ratio in primary education

education no later than 2015

universal everywhere, boys and girls alike, will be | 3 7. Proportion of pupils starting grade 1 who reach grade 5
primary able to complete a full course of primary 3.8. Literacy rate of 15-24-year-olds

education schooling o

Goal 3: Promote | Target 4: Eliminate gender disparity in | 4.9. Ratio of girls to boys in primary, secondary and tertiary
gender equality |primary and secondary education | education

and empower preferably by 2005 and to all levels of | 4.10. Ratio of literate 15-24-year-olds by gender

women

4.11. Share of women in wage employment in the non-agricultural
sector
4.12 Proportion of seats held by women in national parliament

Goal 4: Reduce
child mortality

Target 5: Reduce by two thirds, between

1990 and 2015, the under-five
mortality rate

5.13. Under-five mortality rate
5.14. Infant mortality rate
5.15. Proportion of one-year-old children immunized against measles

Goal 5: Improve
maternal health

Target 6: Reduce by three quarters,
between 1990 and 2015, the maternal
mortality ratio

6.16 Maternal mortality ratio
6.17 Proportion of births attended by skilled health personnel

Where relevant, the indicators should be calculated for subnational levels -— urban and rural areas, regions, socio-economic groups,

and by age and gender. Some of the indicators listed below will be monitored separately for least developed countries (LDCs),
Africa, land-locked countries and small-island developing states.
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Goal 6: Combat
HIV/AIDS,
malaria and
other diseases

Target 7: Have halted by 2015, and
begun to reverse, the spread of
HIV/AIDS

Target 8: Have halted by 2015, and
begun to reverse, the incidence of malaria
and other major diseases

7.18. HIV prevalence among 15-24-year-old pregnant women

7.19. Contraceptive prevalence rate

7.20. Number of children orphaned by HIV/AIDS

8.21. Prevalence and death rates associated with malaria

8.22 Proportion of population in malaria risk areas using effective
malaria prevention and treatment measures

8.23. Prevalence and death rates associated with tuberculosis (TB)
8.24. Proportion of TB cases detected and cured under DOTS
(directly observed treatment short course)

Goal 7: Ensure
environmental
sustainability

Target 9: Integrate the principles of
sustainable development into country
policies and programmes, and reverse the
loss of environmental resources

Target 10: Halve, by 2015, the
proportion of people without sustainable
access to safe drinking water

Target 11: By 2020, to have achieved a
significant improvement in the lives of at
least 100 million slum dwellers

9.25. Proportion of land area covered by forest

9.26. Land area protected to maintain biological diversity

9.27. GDP per unit of energy use (as proxy for energy efficiency)
9.28. Carbon dioxide emissions (per capita) [Plus two figures of

global atmospheric pollution: ozone depletion and the accumulation of
global warming gases]

10.29. Proportion of population with sustainable access to an
improved water source

11.30. Proportion of people with access to improved sanitation
11.31. Proportion of people with access to secure tenure [Urban/rural

disaggregation of several of the above indicators may be relevant for
monitoring improvement in the lives of slum dwellers]

Goal 8: Develop
a global
partnership for
development
(Some of the
indicators will be
monitored
separately for
LDCs, Africa,
land-locked
countries and
small-island
developing
states.)

Target 12:Develop further an open, rule-
based, predictable, non-discriminatory
trading and financial system. Includes a
commitment to good governance,
development, and poverty reduction —
both nationally and internationally
Target 13:Address the special needs of
LDCs. Includes: tariff and quota-free
access for LDC exports; enhanced Debt
Initiative and cancellation of official
bilateral debt; and more generous ODA
for countries committed to poverty
reduction .

Target 14: Address the special needs of
land-locked countries and small-island
developing states

Target 15: Deal comprehensively with
the debt problems of developing
countries through national and
international measures in order to make
debt sustainable in the long term

Target 16: In cooperation with
developing  countries, develop and
implement strategies for decent and
productive work for youth

Target 17: In cooperation with
pharmaceutical ~ companies, provide
access to affordable, essential drugs in
developing countries

Target 18: In cooperation with the
private sector, make available the benefits
of new  technologies, especially
information and communications

12-14. Official Development Assistance

32. Net ODA as percentage of DAC donors’ gross national income
(GNI) [targets of 0.7% in total and 0.15% for LDCs)]

33. Proportion of ODA to basic social services (basic education,
primary health care, nutrition, safe water and sanitation)

34. Proportion of ODA that is untied

35. Proportion of ODA for environment in small-island developing
states

36. Proportion of ODA for transport sector in land-locked countries

12-14. Market Access

37. Proportion of exports (by value and excluding arms) admitted free
of duties and quotas

38. Average tariffs and quotas on agricultural products and textiles
and clothing

39. Domestic and export agricultural subsidies in OECD countries
40. Proportion of ODA provided to help build trade capacity

15. Debt Sustainability

15.41. Proportion of official bilateral HIPC debt cancelled

15. 42. Debt service as a percentage of exports of goods and services
15. 43 Proportion of ODA provided as debt relief

15. 44. Number of countries reaching Debt Initiative decision and
completion points

16. 45. Unemployment rate of 15-24-year-olds

17. 46. Proportion of population with access to affordable essential
drugs on a sustainable basis

18.47. Telephone lines per 1 000 people
18.48. Personal computers per 1 000 people

Governance of the MDGs and reporting on the MDGs. The United Nations will report on
progress towards the MDGs at global and country levels, coordinated by UNDESA and UNDP,
respectively. Reporting will be based on two processes: (i) close consultation and collaboration with
all relevant institutions, comprising the United Nations Development Group (including WHO and
UNCTAD), other United Nations departments, funds, programmes and specialized agencies, the
World Bank, IMF and OECD and regional groupings and experts; and (ii) the use of progress reports
on and updates of the nationally owned poverty-reduction strategies such as the PRSPs, United
Nations common country assessments (CCAs) and national human development reports (NHDRSs),
that emphasize a consultative process among the development partners. The main purpose of such
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collaboration and consultation will be to ensure a common assessment and understanding of the status
of the MDGs at both global and national levels. The United Nations Secretariat will invite all relevant
institutions to participate in and contribute to global- and country-level reporting with a view to

issuing an annual United Nations report that has the wide support of the international community and
that can be used by other institutions in their regular reporting on the goals.

5. IFAD, as well, is contributing to achieving the MDGs and will report on the progress made.
The eradication of extreme poverty and hunger, universal primary education, gender equality and
empowerment of women, the reduction of child mortality, the improvement of maternal health, the
combat against HIV/AIDS, malaria and other diseases, and environmental sustainability are of
concern to IFAD, as mutually reinforcing causes and consequences of poverty. However the selected
goals (targets and indicators) are not all directly relevant for IFAD’s programme priorities and
instruments. While the methodological problem of attribution of achieved impact to specific
investment programme activities remains to be resolved, IFAD will help in securing:

(a) the rural dimension and the gender responsiveness of directly relevant goals;

(b) the eradication of extreme poverty and hunger, using as indicators country-specific
poverty lines and anthropometric measures for child malnutrition — stunting;

(c) the empowerment of women, by enabling rural women and their organizations to
participate on a sustainable basis in the development and implementation of pro-poor
policies and poverty-reduction programmes;

(d) environmental sustainability, by supporting the integration of the principles of
sustainable development into country policies and programmes and by contributing to
biodiversity; and

(e) a global partnership for development, by contributing to ODA for agricultural
development, through advocacy for market access and by contributing to debt
sustainability.

6. IFAD will also indirectly contribute to some of the education, sanitation and health related
goals, targets and indicators not specifically retained in the above list, through its partnerships with
the BSF, UNAIDS and others, for whom these goals, targets and indicators are directly relevant.

Table 2: MDGs Most Relevant to IFAD
Targets
Halve, between 1990 and 2015,

Goals

Eradicate extreme .

Indicators

poverty and hunger

the proportion of people whose
income is less than USD 1 a day

Halve, between 1990 and 2015,
the proportion of people who suffer
from hunger

Proportion of population below USD 1 per day
Poverty gap ratio [incidence x depth of poverty]
Prevalence of underweight children (under five years of age)

Promote gender
equality and
empower women

Ratio of literate among 15-24-year-olds, by sex.

Combat HIV/AIDS,
malaria and other
diseases

Have halted by 2015, and begun to
reverse, the spread of HIV/AIDS

HIV prevalence among 15-24-year-old pregnant women

Ensure
environmental
sustainability

Integrate  the  principles  of
sustainable  development  into
country policies and programmes
and reverse the loss  of
environmental resources

Halve, by 2015, the proportion of

people without sustainable access to
safe drinking water

Proportion of land area covered by forest

Land area protected to maintain biological diversity
Proportion of population with sustainable access to an
improved water source

Develop a Global
Partnership for
Development

Develop further an open, rule-
based, predictable, non-
discriminatory trading and financial
system. Includes a commitment to
good governance, development and
poverty reduction — both nationally
and internationally

Address the special needs of the

Official Development Assistance

Net ODA as percentage of DAC donors’ GNI [targets of
0.7% in total and 0.15% for LDCs]

Proportion of ODA to basic social services (basic education,
primary health care, nutrition, safe water and sanitation)
Proportion of ODA for environment in small-island
developing states

Proportion of ODA for transport sector in land-locked
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least-developed countries. Includes: countries
tariff and quota free access for LDC | Market Access
exports; the enhanced Debt| e Proportion of exports (by value and excluding arms)

Initiative and cancellation of admitted free of duties and quotas

official bilateral debt; and more [ e  Average tariffs and quotas on agricultural products and

generous ODA  for  countries textiles and clothing

committed to poverty reduction e  Domestic and export agricultural subsidies in OECD
. Address the special needs of land- countries

locked countries and small-island | o Proportion of ODA provided to help build trade capacity

developing states Debt Sustainability

e Deal comprehensively with the debt
problems of developing countries
through national and international
measures in order to make debt
sustainable in the long term

e In cooperation with developing
countries, develop and implement
strategies for decent and productive
work for youth

e Unemployment rate of 15-24-year-olds

7. The cost of reaching the MDGs. Using two parallel methods®, a recent World Bank study
provides two broadly consistent estimates for the additional annual foreign aid required to reach the
MDGs by 2015:

(a) USD 39-54 billion for reducing income poverty by half between 1990 and 2015°; or
(b) USD 40-60 billion a year for the health, education and environmental goals, noting that the
achievement of these goals contribute substantially to reducing income poverty.

8. The question asked was: If the necessary changes in policies and institutions are forthcoming,
what additional financial resources will be needed to achieve the 2015 goals? The results of the two
methods are broadly consistent and call for a doubling of annual ODA.

9. The basic World Bank assessment distinguishes between 33 ‘on-track’ countries* that do not
need additional aid to reach the income poverty-reduction goal; and 65 ‘uphill countries’ that are the
potential recipients of this additional aid. Using a composite performance indicator, these uphill
countries are further subdivided: (i) 43 countries with adequate policies and institutions that can make
effective use of additional funds immediately; and (ii) 22 countries that would need to improve their
policies and institutions before they could effectively benefit from additional aid. The 43 uphill
countries with adequate policies require USD 39 million in additional aid to reach the income poverty-
reduction goal. For the other 22 uphill countries, it is assumed that additional aid would be
forthcoming only if they improved their policies and institutions up to the average of the better-
performing countries, and if they improved service delivery to make the additional spending effective.
In that case, an additional USD 15 billion per year would be needed to assist these countries in
reaching the poverty goal.

10. Greater improvements in the policy framework than those assumed, together with
improvements in policies by rich countries, such as those for trade, would work to reduce the required
resources.

The first approach considers economic growth as the main driver, and estimates the additional costs by calculating the additional
savings required to finance the investment that will lead to the desired income growth. The second approach looks at the specific
interventions required to achieve the goals of education, health and the environment. To the extent that improvements in
education, health and the environment lead to faster economic growth — and there is substantial evidence that they will—the
second approach can also be associated with a growth-driven strategy to achieve the goals. Similarly, the additional growth in the
first approach increases public resources that could, and will, be spent on education, health and environmental interventions such
as those in the second approach. Thus the ultimate differences between the two approaches may not be so great, but the fact that
they start from different premises should not be overlooked.

It should be noted that, with income poverty linked to the other targets, such as infant mortality and primary enrolment, achieving
this goal will go some way towards achieving the others. The more the actions to promote growth are associated with those to
promote human development, the stronger is the link.

Countries that are either on track to reach the goal of poverty reduction using currently available resources, or countries where
additional aid will not make a big difference, since foreign aid is so small compared to the size of their economy.
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11. The assessment does not distinguish between private and public investment. If these countries
are successful in improving their investment climate, the amount of additional foreign aid needed will
decrease. First, such an improvement would work to increase private investment, which, in terms of
growth, can substitute for aid. Second, the overall productivity of capital in the economy will increase,

reducing the amount of additional investment (and hence foreign aid) needed to generate the same
growth rate.

12. The assessment also assumes that the world trading system will remain essentially unchanged
— becoming neither more protectionist nor more open. If the Fourth World Trade Organization
Ministerial Meeting in Doha, Qatar, held in November 2001, produces tangible results, they should
include providing greater market access for developing countries. For developing countries as a
group, the benefits of this increased market access will be much larger than financial transfers through
ODA over the period up to 2015. Unfortunately, these gains would not substitute for development
assistance in helping all countries reach the MDGs for two reasons: first, Africa plays such a small
part in world trade (and already has preferential access in certain areas) that the geographic
distribution of trade-related benefits favours the high-trading, lower and middle-income countries.
Second, these low-income countries are too poor to benefit fully from multilateral trade liberalization
without aid. To take advantage of market access, they require hefty investments in trade-creating
infrastructure, transportation and telecommunications, as well as investments in trade-related
government institutions (such as better customs and tax administration), and overall management of
public investment. These in turn require development assistance — ‘aid for trade’. In short, even
though reducing trade barriers will undoubtedly benefit developing countries by stimulating growth
and reducing global poverty, it is not sufficient to eliminate the need for aid in those countries with
the largest income-poverty gap.

13. For most uphill countries with adequate policies, absorptive capacity is unlikely to be a
problem in the absence of diminishing returns to aid. Possible diminishing returns to aid would be the
result of congestion effects — too many projects absorbing the limited technical and managerial talent
in developing countries. A shift by donors towards simplified and harmonized aid modalities could
therefore be an important element in reaching the goals.

14. However, additional financing is one of many inputs required to reach the MDGs. Money
alone will not guarantee that the goals will be reached. Policies and institutions are fundamental to
progress on poverty reduction in all its dimensions. When countries have the appropriate policies and
institutional arrangements that will make additional aid effective, then money can play an important if
not critical role in accelerating progress towards the goals. To realize this international commitment
requires that all members of the global community accelerate their efforts: that the 22 or so uphill
countries improve their policies and institutions; that the developed countries relax trade barriers and
better coordinate aid; and that donors increase financial aid by about USD 40-60 billion annually.

15. In conclusion. The MDGs constitute a rallying point for all development actors. However,
while the importance of poverty is overwhelmingly acknowledged, inadequate attention is given to
rural poverty in general, but also in the MDGs. To deliver on its mission in the context of the MDGs,
IFAD needs to continue advocating the rural dimension of poverty in international and national fora;
highlighting the resource, institutional and policy implications of the MDGs in rural areas; mobilizing
partnerships around these rural challenges; and contributing to the reporting on progress made in
reaching the MDGs.

16. Recent estimates set the additional, annual official development assistance (ODA) required to
reach the MDGs by 2015 at approximately USD 54 billion. This would raise total annual ODA to the
level of USD 100 billion, broadly a doubling of its current levels. This important challenge is being
pursued, most prominently in the recent FfD Conference in Monterrey; the European Union (EU)
Summit in Barcelona, Spain; and declarations by the governments of the United States and others. In
Monterrey an estimated additional USD 30 billion was pledged by the United States and the EU for
the period 2002-2006.
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IFAD V: PLAN OF ACTION AND THE STRATEGIC CHANGE PROGRAMME

IFAD V: Plan of Action: Building on Achievements

1. The document Partnerships for Eradicating Rural Poverty: Report of the Consultation to Review
the Adequacy of the Resources Available to IFAD was accompanied by the IFAD V: Plan of Action
(2000-2002). By implementing this plan, concrete measures will have been taken to develop the basic
conceptual, methodological, procedural and organizational capacity framework for sharpening the
catalytic profile of IFAD in the sphere of rural poverty reduction, and for enhancing the quality of its
agricultural and rural development programmes.

2. The specific achievements relate to four capacity-development areas:

(a)

(b)

(©)

(d)

Policy and participation. The objective was to develop organizational capacity to
influence policies and institutions in favour of the poor and to promote organizations
that serve and represent the rural poor. To this end: IFAD has developed an approach
to institutional analysis and dialogue for pro-poor policy change; training is being
provided to develop staff capacity for policy and institutional analysis; partnerships
have been established with other international financial institutions for the assessment
of policy and institutional environments (e.g. with the World Bank, and in the context
of PRSPs); and efforts are being made to enhance the policy orientation of IFAD-
financed programmes in core sectoral areas and in relation to the strategic framework
objectives, which is being reflected in IFAD’s country strategy work.

Performance and impact. IFAD has developed an approach for ‘impact achievement
through the project cycle’, and the unified project design document with its ‘key file’
is a core instrument. A methodological framework has been established for impact
assessment, and a practical guide for the monitoring and evaluation of rural
development projects has been disseminated. The cross-cutting issues of environment,
household food security and gender have been mainstreamed in operations. The project
portfolio review process has sharpened its focus on the assessment of performance,
and guidelines have been introduced for integrating impact assessment in the project
completion reports. Staff and IFAD project managers are being trained in approaches
to impact-enhancement.

Innovation and knowledge management. An assessment of IFAD’s innovation capacity
has been completed and the implications of this review are discussed further below. On
the basis of pilot experience with four thematic groups (in the areas of: diagnostic
tools, rangeland management, rural microenterprises and rural finance) IFAD is
developing its strategy for knowledge management. This effort is being coordinated by
the Knowledge-Management Facilitation Unit.

Partnership-building. IFAD takes part in multi-stakeholder partnerships, such as
PRSPs, and the strategic partnership with the World Bank has been strengthened, with
a focus on policy dialogue, advocacy and country-specific operations. Project-related
partnerships have also been developed with the private sector.
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The Strategic Change Programme: Modernizing Policies, Processes and Systems

3. The Strategic Change Programme has the 2005 objective of making IFAD a more efficient and
effective organization in delivering the strategic framework by developing its institutional capabilities
through organizational changes and through the modernization of its policies, processes and systems.
This entails the modernization of its human resources management policy, financial management
system, strategic planning and resource-allocation process, knowledge management and innovation
processes, communication strategy and advocacy capabilities. It also entails modernizing information
technology to support all of the above with a more strategic management information system. The
Strategic Change Programme is being funded from extra-budgetary resources.

4. Specific objectives of the SCP comprise:

(a)

(b)

(©)

(d)

(e)

Q)

strategic planning and budgeting: to link resource allocations closely to strategic
priorities;

financial management: to ensure an efficient and accountable use of resources through
decentralized resource management, based on a structure of cost centres and supported
by a robust control and assessment framework;

human resources management: to establish this as a value-adding activity by improving
the organization’s human resources management capabilities;

management information systems: to establish a more integrated and standardized IT
architecture to empower users and to lead to efficient IT support for institutional and
strategic framework priorities;

administrative services: to use technology to reduce costs and make service provision
quicker and more effective;

knowledge management: to align the knowledge management strategy with the
strategic framework and to ensure that the activities undertaken add value to the
strategic priorities of increasing the Fund’s field impact, developing partnerships and
new product development efforts.
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COUNTRY STRATEGIC OPPORTUNITIES PAPERS
1. The main instruments for country programme planning are the country strategic opportunities

papers (COSOPs). The COSOP for a country:

(a)

(b)

(©)

(d)

(e)

describes rural poverty and its context; rural poverty-reduction needs, opportunities and
constraints; what others (including NGOs) are doing and have learned in rural
development; and the lessons IFAD has learned from its previous investment
programmes;

identifies poverty-reduction strategies and priorities (including PRSPs) shared by the
government concerned, IFAD and other partners (such as civil-society organizations and
cofinanciers); and articulates IFAD’s role and the potential for strategic alliances;

positions IFAD in relation to government policy and in the micro-macro debate, with a
strategic framework emphasis on equity in access to productive assets and on the
enabling policy framework. It also positions IFAD in the debate on the institutional
framework, focusing on the local level, decentralization, good governance, participation,
enabling the poor and their organizations, and empowerment of the poor in public,
economic and social spheres; and it identifies institutions with whom the Fund can link.
The COSOP provides the basis for dialogue with the concerned government and other
stakeholders. Country ownership of the strategy and the policy change agenda is central
to the effectiveness of the IFAD-supported programme in a country, and the link between
IFAD’s COSOP work and the PRSP process is important in this context;

develops country programme options in the context of the respective regional strategy.
IFAD and its partners are selective; they prioritize and choose those options for rural
poverty reduction that will ensure the highest strategic ‘returns’ to their efforts. The
COSOP is forward-looking, providing a medium-term planning framework with
scenarios, encompassing all IFAD’s operations in a country (ongoing projects, new
projects and programmes, policy dialogue, the Debt Initiative for Heavily Indebted Poor
Countries (HIPCs), arrears settlement, collaboration with NGOs, technical assistance
grants, workshops, studies, etc.). The COSOP also constitutes the framework for
planning and structuring the Fund’s strategic mix of operations in a given country — the
sequence and the balance of innovations, replications, scaled-up projects and longer-term
programme approaches;

constitutes the basis for linking the allocation of the regional lending shares to specific
country programme scenarios, on the basis of performance criteria that indicate the
likelihood of effective use of the resources provided (see section 2 above). In this context
the COSOP would also describe the process and the support required by a poorly
performing government to reach the required performance standard. COSOPs assess the
pro-poor quality of a country’s policy and institutional framework, and define the agenda
for institutional transformation that needs to accompany country programme
development to ensure the effectiveness of IFAD’s support in terms of rural poverty
reduction.

2. In order to realize these objectives, COSOPs need to: prescribe the recommended investment
approach/instrument for the country concerned on the basis of the above described performance
criteria; develop the agenda for IFAD’s pro-poor policy dialogue; design a strategy for increasing
agricultural productivity and sustainability; define IFAD’s participation in PRSP process; and specify
IFAD’s role in post-crisis rehabilitation where appropriate. The following sections describe more
precisely what this entails.
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PRO-POOR INSTITUTIONAL TRANSFORMATION
1. The past decade has seen much progress on pro-poor policy and institutional transformation

throughout the developing world. Domestic input and output markets have become more liberal in
many countries, a framework for reducing interventions in international agricultural trade has been
introduced, subsidized credit programmes have diminished, and the operation of land markets has
improved. This has started to create an incentive framework and an enabling environment for
production by the rural poor. Despite the progress achieved, the policy reform agenda is still
incomplete. The continuation of policy and institutional reforms to create a pro-poor enabling policy
environment, as also called for in the Monterrey Consensus, is therefore one of the major thrusts of
the strategic framework. There is a need both to complete the traditional policy reform agenda and to
address, in a gender-responsive manner, new rural poverty-reduction policy issues. Areas for specific
attention, in addition to the criteria for good performance identified above, are:

(a) the agenda for agricultural trade reform, including the World Trade Organization (WTO)
process, liberalization of the developing countries’ own internal trade policies, as well as
promotion of regional trade;

(b) domestic rural and agricultural policy reform. Three critical policy issues are common to
many developing countries: (i) the revision of policies to maintain low food prices, while
catering to social safety nets; (ii) the promotion of efficient markets and the privatization
of parastatal agencies; and (iii) the pricing of water for more efficient use;

(c) the development of an effective institutional framework. Good public institutions are
characterized by transparency, accountability, responsiveness to clients, checks and
balances, participatory approaches and concern for the interests of the disadvantaged;

(d) resource allocations to rural areas;

(e) decentralization. Governments need to develop decentralized systems, and define and
implement actions to make decentralization an effective reform of the governance system.
The role of the rural poor, especially rural women, and their organizations in planning and
implementing decentralized government and development is a core concern for IFAD;

(f) rural finance development, in three sequenced stages. The first stage focuses on
macroeconomic policies and the legal and regulatory framework. The second stage
includes institution-building activities (such as training, technical assistance and the
development of procedures and systems) using non-lending instruments such as grants.
The third stage involves innovative approaches to saving, with credit lines only for
qualified institutions where liquidity is a constraint;

(g) land reform for countries with inequitable land distribution. Governments are looking for
cost-effective models and have been experimenting with community-managed agrarian
reform programmes that often are referred to as ‘market-assisted’;

(h) transformation of the farm sector in transition economies. Several countries have made
much progress in liberalizing domestic output and input markets, and in facilitating a
transfer of the farming structure from the predominant, inefficient collectives, communes
and state farms, to a heterogeneous structure composed of family farms, corporate entities,
and smaller and more efficient cooperatives. In many countries, though, the process of
transformation of the farm structure is far from being complete. The loss for these
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countries of their traditional markets and the need to access new markets also needs to be
addressed.

2. The policy and institutional reform agenda is complex and progress may be slow. There is a
tendency to overestimate government’s ability to complete reforms. Selectivity in identifying the key
policy transformation objectives, and their correct sequencing, together with partnerships with more
policy-oriented organizations, are essential to success. National ownership in identifying and planning
the implementation of the agenda for institutional changed is crucial.
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INCREASING AGRICULTURAL PRODUCTIVITY AND SUSTAINABILITY

Development experience has shown that agriculture is a major engine of growth in poor countries
and that rural poverty reduction itself depends on direct measures for increasing productivity in the
agricultural sector, with its backward and forward linkages to rural enterprises that provide services to
the farm sector. The building blocks for an agricultural development strategy focused on productivity
consist of the following elements:

(a)

(b)

(©)

recognizing diversity in agriculture and tailoring strategies accordingly. In many
developing countries, agriculture is in transition from a subsistence orientation and
government domination to modern agriculture, well integrated into markets and with
access to modern technology. The agricultural sector, however, consists of a variety of
farmers at different stages in the transition process and with different needs for public
support. These include: commercial farms; small family farms; subsistence-oriented
farms, many managed by women; and part-time farmers, largely women;

harnessing engines for agricultural development. Globalization, changes in markets
and technology and the changing role of the private sector provide new drivers for
agricultural growth. They consist of: transport and trade; public investment in agricultural
research for productivity growth; biotechnology managed with consideration for safety,
social acceptability and harmony with biodiversity; rapid growth of demand for high-value
products; private entrepreneurship and rural industries to develop market outlets and
deliver modern inputs based on infrastructural and institutional development; information
and communication technology providing information on markets and prices,
employment, production technology, epidemics, legal entitlements and social services; and
increased participation of rural workers in income-generating activities due to increased
mobility through transport, information, labour-market regulations and training;

investing to increase agricultural productivity. Future directions include: defining the role
and supporting the efficiency of the public sector to supply public, as opposed to private,
goods and services; building institutional capacity through longer-term support for
institutionally diversified agricultural knowledge and information systems; developing
public-private partnerships based on respective roles and comparative advantage; user
participation and strengthening of local capacities, decentralization strategies and
participation of rural producer and community organizations (especially of women) in
policy formulation and service delivery; improving the technical base by linking
international, national and private research and extension systems; flexible investment
arrangements; recognizing off-farm needs and opportunities; and better monitoring and
evaluation systems;

(d) build productivity and economic viability criteria in programme designs.
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WORKING IN THE FRAMEWORK OF PRSPS
(IN HIPCS AND NON-HIPCS)

1. IFAD is fully participating in the Debt Initiative at a total projected nominal cost of
USD 440 million, of which USD 107 million may fall due in the Sixth Replenishment period, the peak
period for the Initiative. The Debt Initiative is expected to provide 37 low-income countries with a
sustainable exit strategy out of unmanageable debt. So far, 24 countries have become eligible for debt
relief, and many of the remaining country cases are conflict-affected and/or have heavy debt arrears,
which may delay their eligibility. One of the criteria for the Initiative is the development and
implementation of an effective country-owned poverty-reduction strategy (PRSP). This approach was
subsequently also adopted by IMF as an eligibility criterion for access to its PRGF. As a consequence
from 60 to 70 low-income countries either have a PRSP are or in the process of developing one.

2. This constitutes an opportunity for ensuring that rural poverty reduction and its enabling
conditions are an integral part of the country’s own poverty-reduction strategy. IFAD’s participation
in the PRSP processes would aim at ensuring:

(a) the implementation of sound economic policies that establish an environment conducive to
growth and poverty reduction;

(b) the development of the policy, institutional and organizational transformation agenda
required to translate public expenditure into rural poverty reduction;

(c) political stability, peace and conflict prevention;

(d) policy-making institutions that are reasonably well-functioning and accountable, leading
to the emergence and enforcement of good policies, and highlighting the importance of
governance, public-sector accountability and transparency; and institutional capacity-
building for civil-society organizations to sustain their role;

(e) implementation of strong poverty-reduction programmes, including the mitigation of
natural disasters or health threats such as the HIV/AIDS epidemic;

(f) mitigating protectionist policies that restrict access to export markets;

(g) broadening and diversifying the narrow production and export base of HIPCs, heavily
dependent upon a few primary commodities, which make them particularly vulnerable to
external and terms-of-trade shocks (export growth is needed to strengthen HIPC’s external
payment capacity); and agricultural diversification is part of this strategy); and

(h) the provision of additional financial resources on highly concessional terms and
conditions.

3. IFAD’s participation in PRSP processes (planning and implementation) will also result in
synergy between the PRSPs and its COSOPs, and in integration of IFAD operations in poverty-
reduction programmes, thereby effectively addressing the above challenges. IFAD’s participation in
PRSP processes can take different forms: supporting participatory processes for the planning and
updating of PRSPs; providing assistance in the actual implementation of PRSPs and their
participatory monitoring; defining and pursuing the agricultural development agenda; helping the poor
articulate and meet their policy and organizational requirements; and institutionalizing PRSP
processes. Partnership with governments (central and local) and other actors in the sphere of rural
development (especially IFIs) is of foremost concern.
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IFAD’S ROLE IN POST-CRISIS REHABILITATION
1. Crises (natural disasters, civil strife, financial crises) and the resulting emergency situations

have proliferated considerably in the developing countries, with increased incidence and severity.
Whatever the causes, it is always the rural poor who are hardest hit in times of crisis, due to their
greater vulnerability. Crises also significantly disrupt agriculture and food production. A major
challenge in post-crisis assistance is ensuring a smooth transition from emergency relief to sustainable
development.

2. IFAD has a Framework for Bridging Post-Crisis Recovery and Long-Term Development
(September 1998). The framework consists of the following limiting norms:

(a)

(b)

(©)

(d)

(e)

®

(&

(h)

the objective is to help the target group jump-start resumption of the development process
and enhance their resilience and coping strategy in future crises. Such support is, by its
very nature, the first phase of a long-term development process;

possible areas of support are: the recovery of the target group's agricultural productivity
and the resumption of the rural development process; income-generating activities,
particularly through microcredit and microenterprises; resource conservation; and
capacity-building for project implementation;

the selection criteria are: complementarity with activities of other partners; impact on
productivity and on the implementation of ongoing projects; the prospect of bridging the
gap between relief and development; potential for enhancing the coping capacity of the
target group; and expected economic benefits;

a number of design considerations should be accommodated. These include: participatory
needs assessment; identification of the causes of crises and mitigation measures; future
coping strategy; emphasis on dialogue and cooperation with other donors; quick high-
impact, flexible design; use of existing technology; and focus on existing capacity.
Particular attention needs to be given to ensuring equity, an adequate focus on gender,
beneficiary participation, local capacity-building and a proper role for civil society;

in the implementation arrangements, solid monitoring mechanisms need to be established
with a view to capturing process issues;

the possible forms of involvement are portfolio adjustment and support to early
reconstruction;

IFAD's involvement in post-crisis assistance will be decided on a case-by-case basis.
Adequate consideration will be given to the level of security and stability as the enabling

factor and to close inter-agency cooperation and coordination;

the project cycle for post-crisis interventions may be adjusted to ensure that IFAD support
is provided on a timely basis.
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