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I. SUMMARY AND ﬁECOMMENDATIONS

A. INTRODUCTION

The UDSS Project is designed in recognition of the importance of the urbanization pro-
cess now underway in LDCs, with its massive requirements for land, jobs, shelter,
infrastructure, and facilities to service the existing and future urban populations
(expected to be a majority of the total population by the year 2000).

The UDSS Project views urbanization as a priority along with rural development and
agricultural production in achieving national economic and social objectives in the
LDCs. [t establishes an approach which recognizes the close correlation between
increasing GNP per capita and increased levels of urbanization and the interdependence
between urban and rural economies. Within the national settlement system, the UDSS
Project also recognizes the positive role of the primary city while at the same time
encouraging secondary city development.

A principal aim of this project is to assist and strengthen AID's urban efforts. Thus,
the UDSS Project is designed to foster coordination and collaboration between PRE/H
and other AID bureaus and missions.

AID has been involved for many vyears with capital and technical assistance which
impaet urban areas though the recognition of the importance of urbanization in LDC
development has never been a high priority within the Agency. The previous Office
of Urban Development undertook various important and useful research projects and
some demonstration projects but was constrained by limited resources. AID does not
have a large cadre of personnel with the requisite skills in urbanization. The UDSS
Project will help build internal AID capacity to devise appropriate methods and tech-
niques for urban programming.

The UDSS-supported activities will, in part, respond to requests from USAID Missions
and LDCs. It is expected there there will be an accelersting demand for activities
over the life of the project. Therefore, it is important to build capacity, test
appropriate methods and techniques, and obtain experience with the UDSS activities in
order lo prepare for increased demands in the last years of the program.

The range of UDSS Project activities will bring AID into contact with many new LDC
institutions and agencies and provide an opportunity to build rapport and cooperative
relationships.  Many of the urban poiicy recommendations generated by UDSS Project
activities will likely be at variance with present practices in LDCs (e.g., the empha-
sis on cost recovery, affordability, appropriate standards, and minimization of urban
subsidies).  Nevertheless, the length of the project should be sufficient to build a
constituency for policy change.

The urbanization issues to be addressed in LDCs are enormous, and capital and tech-
nical assistance requirements vastly out-strip the resources available from AID (and
indeed the combined resources of the entire donor community) . The UDSS Project will
develop techniques to identify strategic targets for ALD programming which will have
the largest feasible beneficial impact on the urbanization process.

Technical annexes have been provided at the back of the report to supplement the
main body of the paper.



B. EVOLUTION OF THE UDSS PROJECT

AID has been an active participant in urban capital and technical assistance projects
throughout its history. Large sums have consistently been allocated to primarily urban
beneficiaries; for example, it is estimated that $821.5 million of the FY84
Congressional Presentation is targeted to urban populations not including the significant
urban impact of PL-480, CIPS, and casnh transfers.

Nonetheless, the urban policy of AID has been slow in evolving and rather limited, or
even negative in its assignment of priority. The most recent formal policy statement
(PD-67 Urbanization and the Urben Poor, May 27, 1976) reinforced the limited dimen-
sions of AID's urban interest as related to other, particularly rural development
priorities.  Urban activities of AID have continued with relstively nigh cxpenditure
levels more or less outside a rationalized AID urban policy. This issue is currently
being addressed within AID through an active urban poliey dialogue which, while not
yet final, is likely to provide a much more positive basis for AID participation in
urban activities. It will lead to a coherent framework linking the process of urbani-
zation to nationsl economic development in the LDCs, and the four key principles of
the Agency: private enterprise development, economic policy reform, institutional
development, and technology transfer. The UDSS Project reflects these new directions
of Agency urban policy.

Within AID, a number of offices and USAID Mlissions are currently participating in
programming in urban areas. The UDSS Project is designed to be complementary and
supportive of these efforts. Previously, the Office of Urban Development was the
central place within AID for urban research and the execution of selected urban
demonstration projects. The Office of Urban Development, with very limited funding
reflective of the low priority given to urban issues at that time, conducted several
useful and important projects that have contributed to the knowledge base of the
Agency.

In 1982 the urban development function was transfered to the Office of Housing to
form a new Office of Housing and Urban Programs (PRE/H). This important step com-
bined for the first time the broad issues of urbanization with the technical and HG
capital resources of the Office of Housing with its extensive urban shelter sector
experience.

PRE/H, sinee receiving this mandate, has undertaken a variety of activities in urban
programming which have contributed to the formulation of the UDSS Project concepts.
The UDSS Project proposes to facilitate the execution of the urban programming func-
tions of the office for the next five years,

C. SUMMARY PROJECT DESCRIPTION

1. Goal and Purpose
The overall goal of the UDSS Project is to strengthen the ability of LDCs to
guide national urbanization efficiently in order to achieve the maximum contri-
bution to national economie growth while ensuring the achievement of social
equity for the urban poor in terms of access to shelter, infrastructure, facili-
ties, and employment opportunities.



This project is complementary to the Housing the Urban Poor (HUP) project that
will, in part, address socia! equity issues through shelter-related programs.

The Urban Development Support Services Project will be mainly concerned with
the long-term reduction of urban poverty by dealing with the larger issues of
urbanization as it relates to national economic growth, the enhancement of
opportunities for urban-based private enterprise initiatives, the strengthening of
urban institutions at the national and local levels; and will foster the adoption
of urban policies which seek the rational selection of urban centers for priority
attention because of their economic growth potential, guidance of efficient
urban development with stress on appropriate standards, and seiective use of
capital investment.

UDSS/HUP approaches to urban poverty reduction are justified in that to stress
only the amelioration of urban poverty would be to ignore the importance of
urbanization as a major contributing force to national economic growth. Only
through sustained economic growth can a nation hope to ultimately reduce
poverty, both urban and rural, at the national scale.

Conversely, to stress only the role of urbanization in supporting national econo-
mic growth would be to ignore the reality that benefits of economic growth
take time to filter down to the urban poor. Therefore, the two projects pro-
vide a balanced AID initiative concerned with both critical issues in most LDCs.

The second overall purpose of the UDSS is to contribute to improved urban
programming in AID in general and the USAID Missions in particular. PRE/H
will provide support in a variety of ways described below, all related to
assisting other components of AID to address urban issues and requests being
received in increasing numbers from LDCs.

. Project Components

The components of the UDSS Project cover a variety of potential activities, and
can be classified into four basic groupings. The approach will be to provide
support for overall assessments of various aspects of urbanization and to target
selectively in specific, limited project activities. The work will be undertaken
either for one of the USAID Missions or AID offices or directly by PRE/H within
an LDC. Within these four groupings the following are indicative of the acti-
vities to be supported:

a. Assess Broadly
1) Within LDCs
e Support the preparation of national urban policies.
e Conduct specific sectorial assessments within urban areas (e.g., land

needs, construction, industry, urban management and urban finance,
and publie/private partnerships in urban economic growth, ete.)



2) Within AID

Participation in AID urban poliey and strategy formulation.

Develop effective AID methods and techniques for achieving UDSS
objectives in LDCs.

Monitor urbanization trends in LDCs.
Conduct practical applied urban related research into key issues.

Provide support to USAID missions, upon request, for preparation of
the development component of the CDSS.

Conduct urban development assessments (UDAs) in LDCs at the request
of the USAID Mission.

b. Target Selectively

1) Within LDCs

e Support for national or local urban institutions through short-term

technical assistance focused on improving a specific function of the
institution; long-term technical assistance to increase the overall capa-
city of an urban institution, training programs (both in-country and
international), and technical assistance for institutional policy deve-
lopment.

Action planning and programming in a specific urban location including
concept plans for key urban centers, urban service delivery programs,
public/private  partnership programs, urban finance and credit
programs.

Preparation of selective capital assistance programs (using AID
funding, other donor funding, or HG funding) for small scale
infrastructure systems and maintenance, selected urban facilities
(markets, medium/small scale enterprises, health and education faeci-
lities primarily in support of shelter projects), and urban services
capital equipment essential to overall LDC objectives.

2) Within AID

Develop urban program management capacity within PRE/H and related
RHUDOs.

Provide specific support upon request for USAID Missions and AID
offices in the preparation of urban-related PIDs and PPs, and eva-
luation of urban projects whether or not PRE/H is involved in the
specific project execution.



3.

Institutional Arrangements

Over the five years of the UDSS Project, PRE/H will slowly increase its capa-
city to manage the program aad to provide the requisite services to USAID
Missions and LDCs as requested. This will require adding contract staff to
each of the RHUDOs (based on the demand for services within a particular
region) .

It is anticipated that urban program activities will be developed and executed in
the same manner as the present shelter sector activities of PRE/H. PRE/H will
develop its own annual work plan which will focus on essential applied research,
selected demonstration projects within LDCs, and training activities as are
required to develop a coherent integrated urban program. Working relationships
with other offices of AID which have related urban activities will be established
to ensure coordination, cooperation, and the avoidance of duplication of effort.

The USAID Missions will be directly involved in requesting various urban-support.
In order tc facilitate this relationship, PRE/H will circulate to all relevant
Missions materials which describe the urban services available and provide over-
view and selective information on urbanization. Close coordination and contact
with Missions will be required since it is expected that the majority of activi-
ties supported through the UDSS Project will be generated by Mission requests.

Financial Plan Summary
The UDSS Project seeks a funding level of $11.07 million for a five-year period
between FY84 and FY88. The annual requests are for: ’

FY84 §$ 1,241,000
FY85 $ 2,100,000
rY86 $ 2,180,000
FY87 $ 2,579,000
FYyss $ 2,570,000

The annual incrense in funding levels represents both inflation and a general
expansion of the program activities as the overall effort gathers both experience
and momentum.

Assess Broadly/Within LDCs $1,902,806 17.0%
Support National Urban Policy
Formulction and Urban Sectorial
Assessments.

Target Selectively/Within LDCs $3,801,611 34.0%
Support Urban Institutions
Training, Action Planning and
Programming, and Preparation
of Capital Assistance Projects.



Assess Broadly/Within AID $1,541,946
Monitor Trends, Applied

Research, Support CDSSs, and
Conduct 1JDAs.

Target Selectively/Within AID $3,823,916
Develop RHUDO Capacities,
Assist Missions with PIDs
PPs, and Urban Evaluations.

$11,070,279

14.0%

35.0%

100.0%



II. DETAILED BACKGROUND AND PROJECT DESCRIPTION

A. URBAN DEVELOPMENT CONTEXT

The Urban Development Support Services (UDSS Project) program has been developed in
response to the growing importance of the urbanization process in the LDCs as it
affects national economic growth, urban employment generation, the increesing num-
bers of urban households living in poverty, and the related impaet on national social

stability.
The UDSS Project recognizes the following dimensions of the global urbanization
process:

1. LDC urban populations are increasing much more rapidly than rural populations

and by the year 2000 it is estimated by the United Nations that the majority of
the population will live in urban places.

. Over one billion new urban residents will be born or migrate between 1980 and

2000 according to World Bank estimates.

. Over 100 million urban households (approximately 500 million persons) are

expected to be living below the poverty line (as estimated by the World Bank)
in the year 2000.

. These projections may prove conservative given the limited global prospects for

expansion of agricultural employment.

. Stimulation of urban economic growth is concurrently threatened by the world-

wide decline of commodity prices, the very high levels of LDC debt, protec-
tionist trade barriers to manufacturing exports, and high energy costs.

. Rapidly growing urban populations combined with sluggish or negative economic

growth rates, as is the case in many LDCs today, is a formula for economic
and social disaster with negative ramifications for developed countries as well as
for LDCs.

. By the year 2000, between 279 million and 609 million new jobs will be required

in LDCs, the majority in urban places. Even with the low estimate, if each
job costs $10,000 to create it would require 5.3 times~thé collective 1980 gross
domestic investment of the LDCs. R

. The physical requirements of urbanization are equally enormous between

1980~2000. Additional urbanized land requirements will range between
41,000 km2 and 105,000 km2 depending on densities and policies selected.
Between 300 and 350 million new housing units will be required. The World
Bank estimates that it would cost $116 billion 1975 dollars to provide basie
shelter for just the urban poverty level households, $187-210 billion 1978 dollars
for water supply to each house and $390 billion to $439 billion 1978 dollars for
sewerage systems. Social facilities will cost billions more.



In response to the massive dimensions of Third World urbanization, there has been a
tendency among LDCs and international donor agencies alike to postulate strategies
that would slow or even stop the urbanization process. This paper argues that this
negative view is incorrect and that positive approaches to urbanization are required.
This is not to say that emphasis on rural development and increased agricultural pro-
duction is wrong. On the contrary, this priority emphasis is essential to the achieve-
ment of national economic and social objectives. The UDSS Project stresses that a
twin development strategy that seeks balanced urban and rural economic growth
(determined on a country-by-country basis) will reinforce the present AID rural focus
and enhance its potential for success.

This view is supported by three key principles which have been well established by
extensive research:

1. Urbanization and GNP per capita are closely and positively correlated. A stra-
tegy that deliberately slows or stops the urbanization process is likely to nega-
tively affect a country's national economic growth rate.

2. Urban economies and rural economies are interdependent .

3. Migration from rural to urban areas in countries that have surplus rural popula-
tions or very high person/land ratios is, overall, advantageous both to the rural
and urban eccnomies.

Finally, the UDSS Project is predicated on the view that a positive urban policy
includes the entire urban settlement system and recognizes the interdependence of
urban centers including the primary city. There has been a tendeney not only to view
urbanization negatively, but to single out the growth of primary cities as being par-
ticularly bad. Linn, Richardson, and Mera (among others) have documented the
importance of primary cities in national development. The UDSS Project seeks to
establish a balanced approach to enhance the efficiency and performance of primary
cities while stimulating the productive role of secondary cities in overall national eco-
nomic development.

These points are developed more fully in Section IV (Soecial Analysis) and Section V
(Economic Analysis) of this project paper.

B. AID's STRATEGY

1. AID's Overall Urban Policy

AID has consistently made capital and technical assistance available for urban
activities since the inception of the agency. From FY49 to FYT71, it supported
154 technical assistance and 115 capital assistance projects concerned with
urban development. Almost $4.5 billion was disbursed for urban activities
during this period. Nonetheless, the first Agency urban policy statement
(PD-54 Guidance Statement on Urban Development) was not issued until June
15, 1973. This policy recognized that urban activities were likely to be
required within LDCs and justified a secondary role for urban programming
within AID.



The second policy statement (PD-67 Urbanization and the Urban Poor) was
issued in May 1976. This statement reiterated the premises of the earlier
policy and added concerns for urban employment, improved urban planning, and
social welfare while still recognizing the secondary role of urban priorities
within AID.

Currently, there is a new urban poliecy under preparation in AID. This policy is
likely to be more positive about the role of urbanization and national economic
development in LDCs and to argue for an increased priority for urban activities
while still recognizing the importance of AID's traditional priorities. The new
policy will relate urban activities to the four current emphases of the Agency:
private enterprise development, policy reform, institutional development, and
technology transfer. The UDSS Project is proposed within the context of the
forthcoming urban policy of the Agency and is compatible with its major empha-
ses.

PRE/H's Basic Urban Policy Objectives
The UDSS program is predicated on a set of basic urban policy objectives of
PRE/H. These include:

a. Support the contribution of urbanization to the achievement of LDC national
economic development.

b. Recognize the interdependence of rural, regional, and urban economies.

c. Support the efficient development of national urbaa..and regional settlement
systems.

d. Achieve improved social equity for the urban poor.
e. Promote the most efficient uses of capital and human resources through the
adoption of appropriate urban development standards, technologies and poli-

cies stressing affordability and cost recovery.

f. Seek enhanced performance, efficiency and capacity amongst LDC urban
institutions.

aQ

. Enhance the capacity of the private sector to contribute to economic and
urban development through improvement in public/private partnerships.

All of the activities to be supported by the UDSS Project are designed to
contribute to one or more of these basic objectives.

PRE/H Operational Objectives
PRE/H, in seeking to achieve its basic urban policy objectives, will utilize the
following operational objectives:

a. Assess its acquired urban experience and knowledge and disseminate the
results in such forms as reports and workshops to improve understanding of
urbanization within AID, the international donor community, and the LDCs.



10

b. Utilize its resources and expertise to assist USAID Missions and offices with
their urban programs upon request.

c. Develop an integrated and coherent urban program of mutually supporting
activities through PRE/H's RHUDO network.

d. Give priority to those urban activities which relate to and build upon the
shelter sector experiences of PRE/H.

e. Seek to build long-term rzlationships with key LDC institutions through tech-
nical assistance, training, PRE/H conference participation and urban capital
projects through the use of HG authorizations.

The Demonstration Aspects of the UDSS

It is clear from the most cursory anelysis of the available data on existing LDC
urban deficits and future requirements that AID cannot mobilize sufficient capi-
tal or technical resources to meet LDC urban development requirements in
aggregate terms.

The major emphasis of the UDSS Project, therefore, must be to demonstrate
activities, procedures, methods, and techniques that are suitable for adoption
on a broad scale within the LDCs.

UDSS Project activities will therefore stress "replicability" and "affordability" in
their design and implementation. For example, the introduction of lower cost
standards and technologies providing acceptable levels of urban services will
enable more widespread distribution of such services as LDCs can thus serve
more population with the same funding levels. The demonstration of effective
and equitable means of cost recovery from urban services will mean greater
mobilization of local finance for future urban investment.

UDSS Project activities will attempt wherever possible to "leverage" their impact
within an LDC by effecting policy changes which are resource-conserving, shift
the primary funding responsibility from the public to the private sector where
appropriate, and offer the greatest chance for stimulating economic growth,
thereby adding to the domestic resource base.

UDSS Project activities will be beneficial to LDC governments and institutions
even when they are not the immediate target group for the activities. This
will be accomplished by the dissemination of the results of research,
experience, and studies through technical reports, conferences, and training
activities. In this way it is expected that PRE/H and AID's urban policies and
perspectives can cumulatively begin to have a significant impact on how LDCs
perceive their urban problems and select appropriate, affordable, and effective
policies in response. PRE/H expects to thus achieve the kind of global impact
in urban development as has been achieved in the shelter sector.

Target Group Selection
The magnitude of the urban development task in the LDCs which the uDss
Project seeks to address will clearly exceed the resources which ean be made
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available.  Target group selection will therefore be ecritical in managing the
program. Section IX of this project paper develops a set of criteria to guide
target group selection. The kinds of target groups that are of importance
include:

a.

Countries to be selected

The countries selected for assistance will vary in size, population, economic
situation, and extent of their present and future urban problems. The cri-
teria for selection of countries are:

e Evidence of interest in addressing urban issues;

e Willingness to respond to such interest on the part of the USAID Mission,
the relevant AID Bureau, and the RHUDO:

e Potential for meaningful urban policy dialogue; and

e Potential for mobilizing domestic or international resources (including HG
authorizations) to achieve urban investment objectives.

Urban areas to be selected

Whereas certain UDSS Project activities (e.g., support for national urban
policy formulation, ete.) will affect the entire settlement system, most of
the activities will target a limited number of urban centers within the
settlement system. The criteria for selecting a given urban center include:

e Demonstration of growth capacity, which might be indicated by its recent
past rates of employment or population growth;

e Suitability for the location of industry or commercial services:
e Potential of verticel or horizontal expansion in density and/or physical
size without building entirely new infrastructure systems or incurring

major costs to overcome physical barriers; and

e Anticipation that investment in urban services will not exceed the
available investment resources.

. Population Target Groups

The urban poor will be given priority attention in the countries and urban
areas selected for urban program activities and the achievement of social
equity will be a constant concern.

Urban Institutional Target Groups
The urban institutions selected for urban program activities can range from
national to local government levels. Urban institutions will be selected that:

e Have the responsibility and power to control the desired outcome of the
urban program activity to be supported;
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e Demonstrate a willingness to participate in the urban program activity;
e Can mobilize the local resources required to participate; and

e Have the potential to fully benefit from the activity in terms of ieir
institutional capacity.

Given the wide range of target group choices to be made, close cocperation
will need to be established between PRE/H, RHUDOs and the U3AID
Missions.  Feasibility reviews will be a prerequisite to most UDSS Pruject
initiatives.

C. DETAILED PROJECT DESCRIPTION

1.

Goal

The UDSS Project's goal is to improve the quality of life of the urban poor by
strenthening the ability of AlD-assisted countries to efficiently guide national
urbanization in order to achieve the maximum contribution to national economic
growth while ensuring the achievement of social equity in terms of access to
basic urban services.

Purposes

The project purpose is to provide AID with a vehicle for demonstrating to LDCs
methods, techniques, and programs consistent with its overall policy objectives,
and to build agency expertise in urban programming activities, in response to
the growing demand for support from LDCs and in recognition of the importance
of urbanization in national development.

The UDSS Project will, thus, assist the LDCs to manage the urbanization pro-
cess through the formulation of appropriate policies, the stimulation of urban
economies through the enhancement of private sector initiatives and job genera-
tion, to improve efficiency and capacity of urban institutions, and the transfer
of technology through the adoption of appropriate standards, cost recovery from
urban services, and selection of least-cost, but acceptable, technologies.

Program Components and Priorities

Chart 1I-1 presents the besic components of the UDSS program divided among the
four broad categories of activity. The conceptual framework recognizes that
the program activities should be concerned with building the overall capacity of
AID to respond to the growing demand from the LDCs for urban activities. In
this area, the UDSS Project is designed to provide a supportint resource of
urban expertise, methods and techniques for use upon demand by AID in
achieving its programming objectives.

It is also expected that the UDSS program will involve project activities directly
within various LDCs. These activities, initiated at the recquest of USAID
Missions, will be supported by UDSS Project resources, directly or in com-
bination with Mission funding.
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The- concept of Assess Broadly recognizes the critical need to understand the
basic relationships between urbanization, national economic growth and the
incidence of urban onoverty. It is an essential step in ensuring that AID's
overall urban programming reflects sound urban policy and effective methods and
techniques with high potential impact. Within I.LDCs, the concept of Assess
Broadly is to encourage the ecarly start of policy dialogue on a mutually deve-
loped information base. This component of the UDSS Project recognizes that
AID (as well as other donor agencies) and LDCs do not as yet have workable
urban policies within which to program selective investment.

The concept of Target Sclectively recognizes the limited capital and human
resources which AlD can mobilize in urban programming. There is a strategic
need to focus the available resources on activities and target groups which offer
the potential of high impact and useful demonstration effects. In part, the
work done under the Assess Broadly category will assist in the determination of
where to Target Selectively.

CHART II-1

UDSS CONCEPTUAL FRAMEWORK

ASSESS BROADX. Y TARGET SELECTIVELY
SUPPORT 1. Assistance in the prepe.ation 1. Support for urban institu-
PROVIDED of national urban policies. tional development:
WITHIN ® modification of policy
LDCs 2. Assistance in the preparation 9 improvement of efficiency
of sectorial assaesaments with- ¢ training to enhance
in urban centers or asttlemant capacity
ayot ema
2. Support for action planning
and programming:
° for an urbaen center
® for urban service
delivery
® for urban finance systema
? for public/private
partnerships
3. Support for the preparation
of urban capital assistance
projects.
l. Monitor urbunization trends 1. Develop urban program manage-
in LDCa. ment capacity, PRE/H or RHUDQ.
2. Applied urban rescarch and 2. Support AID offices and
SUPPORTY davelopmant uf methodological missions in the preparation
PROVIDED approachos, of urban project PIDs and
WITHIN PPa.
AID 3. Support urbun sectiony of
USAID Miwulon's CDSS and 3. Support AID offices and
canduct UDAn, migatons in undertaking
ucban project evaluationa.
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b. Assess Broadly/Within LDCs

1)

2)

Assistance to an LDC in support of the development of a national urban
policy (NUPS) study. The AID-supported Egyptian NUPS was a major
undertaking which has provided a rich basis of method and technique for
future initiatives. The United Nations is presently supporting the deve-
lopment of an urbar policy in Indonesia and there is a pending
AlID-supported proposal for Peru. Other requests for such assistance can
be expected in the future as the need for urban policy is now being
recognized by LDCs.

Assistance to an LDC in support of sectoral assessments. Sectoral
assessments would be focused on one particular urban issue recognized by
the LDC as having important consequences to its urban development,
PRE/H has, for several years, conducted Shelter Sector Assessments
designed to focus on shelter policy issues as related to the sector data
base, demand, and delivery system. A similar format is contemplated for
other urban assessments. Methodologies for conducting assessments on
particular topics will need to be prepared. The Land Needs Assessment is
the first topic to be researched. Given the widespread concern within
LDCs about land policy considerable demand is expected for UDSS
Project-supported land needs assessments. Among other topies to be
developed, as required from discussions with LDCs, might be:

o Construction Sector Assessments.

e Urban Management and Finance Assessments (sometimes done in coor-
dination with the AlD-supported Syracuse University program). The
proposed Urban Management Audit for Kingston, Jamaica, is an
example.

e Intra-urban Infrastructure Assessments (probably done in cooperation

with the AlD-supported WASH program).

® Assessments of the context for public/private partnerships in urban

development.

These kinds of assessments will help initiate policy dialogue with LDCs in
the respective subject areas. They will also help in focusing AID ini-
tiative under "Target Selectively."

c. Target Selectively/Within AID

1)

Increased urban progrum management capacity within PRE/H and selected
RHUDOs. PRE/H will need to build its capacity to manage its urban
programming activities. It is anticipated that contract staff will serve as
the initial means of supplementing existing RHUDO staff in order to
implement this expanded mandate.
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2)

Short-term technical assistance support. provided upon, request. from USAID
Missions, or other AID offices, to prepare PIDs and PPs for their urban

~.iprogram iactivities.;. In certain .oircumstances, USAID  Missions would under-

3)

4)

take urban program activities which are' beyond, the scale and scope of
the activities to be supported directly by the UDSS Project (e.g., long-
term technical assistance or capital assistance projeets using Mission funds
or other AID, but not HG, funding sources). In these situations, the UDSS
Project would be used to provide expertise for preparing the required
documentation for the projects, or for augmenting teams of specialists
from other AID offices. For example, an urban health or education
program might utilize the UDSS Project to obtain a specialist in urban
development to ‘assist them in selecting an appropriate urban center for
the program which would reinforce program objectives because of the
importance of the urban center in national economic development. Such
assistance, while not directly affeeting the content of the health or edu-
cation program, would increase the potential impact of the project or
overall urban development activities.

The UDSS Project would also be available to assist USAID Missions or
others in conducting evaluations of urban projects by providing appropriate
urban specialists to augment evaluation teams. These kinds of UDSS
Project activities are direeted at supporting the other urban initiatives of
AID upon request by drawing on the body of experience being developed
through the UDSS IProject.

A fundamental feature of the UDSS project is the creation of an urban
networking function centered in PRE/H to: monitor and synthesize subpro-
ject experience, data, and methodologies, and disseminate information.
Design of the UDSS Projeet networking function for AID will be under-
taken early in project implementation.

Target Selectively/Within LDCs

1)

Support for Urban Institutional Development. The ultimate success of
LDCs in responding to their urban development requirements will depend
on the capacity and capability of those institutions responsible for the
policy, planning, management and delivery of urban services. The UDSS
Project will offer a range of support options for selected urban institu-
tions in the LDCs but will focus on three kinds of aectivities:

e The modifieation of institutional policy in order to use eapital and
human resources nore effectively, better respond to the needs of the
urban poor, improve cost recovery, cte.

e The improvement of institutional efficiency in a given activity such as
improvement of the iand registration process, the buildup of an essen-
tial data base, the establishment of improved management procedures,

ete.

e The enhancement of institutional eapacity through training uctivities
within  LDC institutions, regional training  workshops to share
experiencee among countries, and a Washington-based senior level poliey
workshop (similar to the Shelter Seetor Workshop presently undertaken
by PRE/H).
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Support for Specific Action Planning and Programming. The UDSS Project
will provide selective support for urban activity directly linked to a high
priority urban dcvelopment effort ard will be a part of an overall urban
development program serving wide: policy objectives. These kinds of
activities might include:

e Action Planning for an urban center for demonstrating new techniques
for programming urban inves:ment, and improving urban services in
strategic centers. The action planning effort for Maypen in Jamaica,
currently at PID approval stage is an example.

e Programming urban service delivery systems for a selected urban
center or a national settlement system. This activity might include
working with infrastructure policy issues, planning networks, pricing
policies, or organizational structures.

e Assistance to urban finance systems and credit mechanisms for urban
development.

e Programming to enhance public/private partnership in urban develop-
ment, including assistance in revising LDC legislation, regulations, and
procedures which can be shown to be detrimental to private sector
initiative in economic development, and investment in shelter and
other components of urban structure.

Support fcr the Preparation of Capital Assistance Projects. Given a role
for selective capital assistance provided through HG funding for LDC
urban projects, the UDSS Project would support the preparation of HG
capital assistance projects when warranted because of the demonstration
impact, the introduction of new technologies and design approaches, or to
leverage significant local funding in the achievement of significant urban
policy objectives. A preliminary list of the types of capital assistance
projects which might be considered would include:

e Small scale infrastructure distribution systems to facilitate economic
development.

e Maintenance and rehabilitation of infrastructure.

© Facilities related to urban economic development such as central
markets, or sites for small/medium scale enterprises.

e Loan programs to support such activities as building materials produc-
tion and the construction industry.
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D. PROJECT INPUTS
The UDSS Project will require $11.07 million to fund its activities from FY84 to

FY88. The financial inputs have been programmed to reflect the buildup of the
program over the five-year period and for inflation of the unit costs. (See Section

VII for details.)

The funding will be used to provide 41.5 person years of consultant technical
assistance to the selected LDCs and to build up PRE/H's program management capacity
through the provision of 20 person years of contractual support.

Whereas the UDSS Project does not provide for any capital assistance it is expected
that the technical assistance will be used in part to generate urban capital assistance
projects to be financed through other AID funding sources including DA loans and
grants, the HG program, ESF, PL-480, and possibly, in selected cases, by other
donors.
E. PROJECT OUTPUTS
The project outputs by the four major groupings of activity are anticipated to ineclude:
1. Assess Broadly/Within AID

e 10 reports on urban trends

® 4 method and technique reports

e 8 applied research reports

e 15 CDSS urban development sections

9 urban development assessments

2. Assess Broadly/Within LDCs

® 6 national urban policies

® 22 sectoral assessments
3. Target Selectively/Within AID

e 2] person years of contractual management support

® assistance in the development of 10 PIDs, 10 PPs, and 5 evaluations
4. Target Selectively/Within LDCs

e 23 short-term technical assistance assignments
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¢ 250 participants at in-country workshops

e 115 participants at 5 international workshops
e 18 action planning assignments

e 6 designs for capital assistance projects

These projected outputs must be considered tentative in that periodic evaluation results
may modify the priorities and programs as work continues. (See Section VIII for
details)

F. IMPLEMENTATION PLAN

The UDSS Project will respond partly to requests for services from LDCs through
USAID Missions and AID Bureaus and partly to the development of a PRE/H implemen~-
tation strategy (see Section VIII, for details). This approach reflects the growing
recognition on the part of LDC governments of the importance of urbanization to their
national economic development.

AID Missions and regional bureaus, in response to LDC requests and perceptions of the
urbanization process in the LDCs are already seeking support from PRE/H. Recent
USAID Mission requests to PRE/H for urban activity support have included Peru for the
preparation of the urban component of the CDSS, Senegal for a study of secondary
cities, Somalia for an analysis of urban development trends in Mogodishu, Nepal for an
urban development assessment, Ecuador for an urban management study of secondary
cities, and Jamaica for an urban management audit for Kingston. In addition, the
African Bureau and the Near East Bureau have requested overall analyses of urban
indicators in their respective regions. All of these kinds of activities fit within the
components of the UDSS Project.

PRE/H is also initiating its own program of selected development of methodological
approaches to assess broadly the problems of urbanization. Already developed is a
methodology for undertaking Urban Development Assessments and underway is a metho-
dology for conducting Land Needs Assessments. Several urban seminars have been
undertaken to bring experts to AID to discuss various aspects of urbanization and
related issues as a mesans of building experience and familiarizing the Agency with the
tasks ahead. Work has started on defining appropriate training programs for LDC per-
sonnel in West Africa and East and Southern Africa through the efforts of the respec-
tive RHUDOs. All of these activities are designed to assist PRE/H develop an
integrated and coherent approach to LDC development,

The UDSS Project is intended to continue these kinds of activities and expand them as
required by building a cadre of experienced staff, contracted personnel and consultants
to implement the program.
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II. TECHNICAL ANALYSIS

A. METEODOLOGY USED TO DETERMINE PROJECT FEASIBILITY

Since receiving its mandate for urban programs in 1982, PRE/H has been reviewing the
worldwide concern with urbanization and formulating its response, one part ot which is
represented by the UDSS Project.

The evidence that LDCs are experiencing rapid urban growth which is presenting them
with complex and critical urban problems has been documented by many researchers
and recognized by AID policy statements as well.

The more difficult problem is how AID should, and can, respond to these urban
problems. PRE/H commissioned two papers ("The Nature of Urban Problem Issues and
Urban Policy Response Options," PADCO, January 1983; and "Priorities for Expanded
PRE/H Activity in Urban Development," Rivkin Associates, June 1983) which high-
lighted the nature of the urban problems.

From a review of these papers and other sources the following major conclusions are
drawn:

1. Urban development is not a "seetor" in the sense that there is a transportation
sectos, health sector, industrial sector, etc. Urban is a spatial concept within
which all of the traditional sectors impact.

2. Urban development encompasses the network of urban settlements within a nation
and this network is interdependent. Each urban center within the network plays
a positive role in overall national development and ths most efficient develop-
ment strategy takes into consideration the functioning of the overall network in
order to best define strategic investment within the system.

3. Urbanization and economie development are positively correlated. Higher levels
of urbanization are associated with higher levels of GNP per capita. In
general, this is a result of concentrating economic activities and labor force to
produce "agglomeration economies." Many important industrial and commercial
activities require high thresholds of urban population size and labor force to be
efficient. Larger urban areas also provide both a greater mix of labor skills
and a market for goods and services that are produced. However, deviations
from the average in percentage of the population in urban areas and in GNP per
capita exist and must be studied to determine appropriate strategies.

4. Urban development and rura] development are interdependent and require national
strategies to be balanced regardless of whether the economy is essentially ugri-
culturally driven or manufacturing driven.

9. Each LDC Government is faced with complex "trade-offs" in the realization of
development objectives,
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a.

Trade-offs in economic policy: investment based on efficiency criteria versus
investment to achieve regional and social equity; the scale and balance
between investment for export and investment for domestic production; the
mobilization of international investment resources versus mobilization of
domestic resources; the role of the public sector in the economy versus the
role of the private sector. The outcome of these decisions (whether de
facto or planned) will greatly affect the rate, scale, and locational cheice
of urbanization.

Urban spatial decisions will greatly affect the performance of the national
economy for better or worse. Among the "trade-offs" of concern are:
agglomeration economies versus diseconomies; concentrated versus dispersed
urban growth; upgrading and maintenance of existing urban structure versus
new developments; the relationship of physical and spatial standards versus
individual and national levels of affordability.

Urban governance also presents difficult "trade-off" decisions. Among them
are: centralized versus decentralized administration; degree of public inter-
vention in the urban land market; the use of urban subsidies versus national
affordability and cost recovery; the capacity of urban institutions to execute
their tasks versus the assignment of responsibilities.

Most LDCs are facing, to a greater or lesser extent, similar fundamental urban
problems. Among them are:

a.

Physical deficits in existing urban infrastructure, shelter, and related faci-
lities, an issue complicated by the widespread tendency to impose too high
physical standards.

Land markets that fail to provide adequate, well-located urban land for
expansion or in-fill at prices affordable to low-income groups.

Urban economies which are not expanding at rates sufficient to provide jobs
for the growing labor force.

Failure to effectively mobilize the resources of the informal sector to make
its maximum contribution.

Increasing rates of urban poverty which can threaten national stability .

Failure to effectively mobilize government revenues through poor tax policies
and ineffective cost recovery from urban services.

Poor capacity of urban institutions to effectively and efficiently manage
urban services and growth.
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Four fundamental principles have guided the development of this paper. They are:

1.

The UDSS Project should be used to facilitate the overall work of AID in urba-
nization including the USAID Missions and Bureaus and not just the programming
of direct concern to PRE/H. The complexity of the issues to be addressed, the
growing recognition of these urban issues throughout AID as being of concern,
and the overall lack of Agenecy expertise (fully recognizing that other parts of
AID do have limited experienced personnel who can also make a major contribu-
tion to the urban work) necessitate that part of the UDSS resources should be
made available upon request to other parts of AID to facilitate their work.

Urban applied research and monitoring is escential to the development of stra-
tegic methods for successful urban programming and policy dialogue with the
LDCs. Even though much useful work was done by the former Office of Urban
Development, much remains to be done. The "state-of-the-art" is changing very
rapidly with the widespread introduction of micro-computers and many complex
analytical procedures can now be developed which offer the promise of vastly
improved quantified information for decision-making. Other important gains in
the information base are coming from the use of LANDSAT aerial photography.
The UDSS, therefore, is allocating part of the funding to develop the essential
methodological tools so that AID will be a "state-of-the-art" participant in the
urban poliey dialogue.

PRE/H recognizes that given its limited resources that its efforts must be
clearly prioritized and focused. Urban policy is recognized as the most critical
focus. This requires the ability to "assess broadly" the urben situation in the
LDCs in order to prepare a framework for urban policy dialogue. Most LDCs
can, through more effective policy choice, substantially improve the perfor-
mance and management of the urbanization process with current levels of
resources and additional resources to be locally mobilized. Second, PRE/H
recognizes that it must "target selectively" within LDCs by carefully selecting
the countries, the urban areas. the urban poor and the critical urban institu-
tions as target groups. The work to be done through the UDSS Project directly
in the LDCs should build rapport through sequential assistance over a number of
years including short-term technical assistance, training, and limited capital
assistance.

The UDSS Project, because of its limited resources, should be used to leverage
additional support of two kinds. First, UDSS resources can be drawn upon by
USAID Missions to prepare more comprehensive urban programs to be financed
out of Mission or Bureau funds as part of regular Mission country programs.
Second, the UDSS Project will provide support for the preparation of capital
assistance projects to be funded through the HG program of PRE/H, other AID
capital assistance resources, or in selected situations, other international
donors.
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B. SUBPROJECT FEASIBILITY

The feasibility of subprojects will be established on a case-by-case basis through
discussion with the requesting office within USAID and the LDC institutions involved.
Each subproject will have to meet the project selection criteria discussed in Section IX
to ensure that it represents a high priority opportunity. In addition, sub-project
activities would have to fall within the general resource constraints of the UDSS. The
UDSS is limited to providing short-term assistance generally not expected to exceed six
person months of technical effort per activity. If a project request, even meeting all
the other criteria, is likely to require more than this level of effort, alternative
means of financing should be considered and the UDSS resources used only to facilitate
project preparation.

Another important constraint in establishing the feasibility of sub-projects will be the
availability of qualified technical experts. Difficulties are anticipated, particularly
durirg the initial years, in mobilizing the essential skills. This problem recognizes
that the United States urban development experience is frequently not relevant to
LDCs at their present stage of development and with their different institutionatl,
financial and legislative structures and that the pool of United States urban pro-
fessionals can not necessarily supply the correet mix of skills and talents in all cases.
Furthermore, the critical issue of urbanization as it relates to national economic deve-
lopment in the LDCs is presently an evolving concept without a firm body of
knowledge and proven techniques in place. (For more detail, see Technical Annexes)
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IV. SOCIAL ANALYSIS

This section discusses currciit and future implications of the absolute size of the urban
population and its increasing share of the total population in LDCs. Among the most
significant implications are those which relate to the growing urban population's
requirements for jobs, shelter, and services and the ability of the urban population to
obtain necessary consumption goods, such as food.

A. DEMOGRAPHIC DIMENSION OF URBANIZATION AND URBAN CONCENTRATION

Annex 1A discusses current demographic dimensions of urbanization and urban con-
centration in LDCs and compares overall data with that of USAID-assisted countries.
The salient points are:

e Middle Income Countries are 2.65 times more urbanized than Low-Income
Countries and the ratio of their primary cities' population to total urban popu-
lation is 2.42.

e These statistics for USAID-assisted countries as a group are roughly equivalent
to those for all Low- and Middle-Income Countries as a group.

¢ For all global regions there is a steady increase in poor households in urban
areas whereas the opposite is true for poor rural households, except for Eastern
Africa.

B. FUTURE URBANIZATION IN LDCs

Estimates of future urban population are subject to a greoat deal of uncertainty.
Annex 1B shows that for LDCs different methods of caleulations result in quite dif-
ferent total percentages (40%, 50% and 54%) of urban to total population in the year
2000. One point, however, is clear: a continuation of recent past rates of urban
growth in LDCs over the next two decades would dramatically increase the number of
urban households, poor and non-poor alike, which would require Jobs, shelter and ser-
vices.

Furthermore, by calculations for small LDCs presented in Annex 1B, the possibility is
shown to exist that the urban population could grow by even more than the amount
that creates average urbanization levels of 57 percent while the economic underpin-
nings would cupport even less than 46 percent urbanization. This is, in short, a
recipe for urban disasters in many of these countries.

It might be supposed, given this, that it would be a good idea to prevent urbaniza-
tion. There are two fundamental problems with this supposition. First, urbanization
itself contributes to economic growth, so that a successful effort to reduce migration
would be likely to slow economic growth even further, thus increasing the disaster
proportions. Second, efforts to prevent urbanization incur financial and other costs,
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and have generally been ineffective anyway. Thus, such an effort would reduce
available funds to handle urban requirements, even though the requirements would be
increasing at about the same rate.

The essential conclusion, therefore, is that there appears to be no serious alternative
to the selection of the most "efficient" (cost effective) means of meeting urban job
and service requirements. This will require precisely the kind of selective targeting
(by location, sector, and project within sector) called for in this project.

C. FUTURE GROWTH OF THE LABOR FORCE: EMPLOYMENT REQUIREMENTS

The number of new urban jobs required for the additional future population and for
those currently un- or underemployed in LDCs is difficult to establish definitively.
Annex 1C discusses different methods for calculating future urban job needs, resulting
in a low estimate of 279 million and a more likely high estimate of 603 million new
urban jobs by the year 2000. The investment resources needed to provide these jobs
(assuming $10,000 per job) represent 5.5 (low) and 11.5 (high) times the total Gross
Domestic Investment of all Low- and Middle-Income Countries in 1980. The magnitude
of these requirements once again suggests the importance of careful selection of
countries and urban areas within them for priority in receiving assistance.

D. URBAN REQUIREMENTS FOR LAND, SHELTER, INFRASTRUCTURE AND SERVICES

Assuming that the total population of Low and Middle Income Countries in 2000 will
be 4,879 million as projected by the World Bank and that the urban population will be
approximately the amount projected from recent urban population growth rates, the
urban population requiring urban services would reach between 2,440 to 2,635 million
by 2000 — an increase in urban population of between 1,560 to 1,755 million between
1980 and 2000. This very large increase, coupled with existing deficits in the range
and quantity of urban services, clearly implies heavy financial and managerial burdens
in urban areas.

1. Land Requirements
Annex 1D shows that land needs for total urban population would increase by
142 to 160 percent of current urban land unless means are found to increase
development densities.

2. Shelter
LDC shelter requirements represent a large portion of the needed new urban
investment. Annex 1E calculates that the cost requirements for providing each
urban household in poverty in 2000 with a basic unit of shelter would be
116 billion (1975 US$) using World Bank estimates. Shelter costs for all income
levels in 2000 would range from $374 billion to $421 billion. (Estimates for all
income groups based on Egypt National Urban Policy unit costs.)

3. Water, Sanitation, Other Physical Infrastructure, Education, and Health
Annex 1F shows that, depending on the technological mix of solutions, the total
requirement for new and upgraded services in this category would be between
$914 billion and $1,020 billion to serve the year 2000 total urban population.
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4. Social Indicators
Social requirements of LDCs are extensive because of both *heir current low
levels of services and income and the expected rapid increase in urban popula-
tion which will generate new requirements. Table IV-1 summarizes, for the
Low- and Middle-Income Countries, their current status on a variety of social
indicators (unfortunately without rural/urban difference due to absence of rele-
vant data).

Making up a portion of these differences plus providing new services for addi-
tional urban population provides a major challenge to the LDCs and development
support agencies. Funds and other assistance available through development
support agencies, given the magnitude of the social development requirement
must, necessarily, be appropriately targeted and translated into programs and
projects which together provide a reasonably high probability of achieving their
objectives. The combination of development assessments and selective invest-
ments proposed for this project, while clearly of very small magnitude relative
to the requirements, is intended to help increase this probability.

TABLE IV-1

SOCIAL INDICATORS FOR LOW- AND MIDDLE-INCOME COUNTRIES
COMPARED TO INDUSTRIAL COUNTRIES

Percent of
Population Population
Adult Life Child Per With Access
Literacy Expectancy Death Rate Physician to Safe Water
Group 1977 1980 1980 1977 1975
(people)
Low Income 50% 57yrs 12% 5,810 315
Middle Income 65 60 11 5,840 50
Industrial Economies 99 74 1 620 n/a
3 less | above -49 -17 =11 -5,190 n/a
3 less 2 above =34 -14 -10 -5,220 n/a

SOURCE: World Development Report, 1982
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V. ECONOMIC ANALYSIS

This project will provide resources necessary to support AID and LDC initiatives in
designing and implementing efficient urban development policies, programs and pro-
jects. The evidence is overwhelming that urbanization issues and urban development
prospects in LDCs are intimately and inseparably connected with economic growth and
development in LDCs.

A. URBANIZATION AND GNP PER CAPITA

Although there are special circumstances which influence the level and rate of growth
of the urban population in a particular LDC, there is a pervasive and positive rela-
tionship between the percent of the population in urban areas and the level of GNP
per capita. The general tendency is for higher levels of urbanization to be associated
with higher levels of GNP per capita.

The explanation for this relationship is complex, but essentially what happens is that,
on one hand, the concentration of economic activities and labor force in urban areas
produces economic advantages (called "agglomeration economies") for undertaking addi-
tional productive economie activities. Similarly, many important industrial activities
and business services require that thresholds of population size and labor force (and
skills embodied in the labor force) be reached in order to be undertaken without
financial and economic loss. Such thresholds exist both on the input and output side
— as urban areas grow larger, they have a greater chance of having workers of the
types and skills needed for a wide range of activities and a greater chance of pro-
viding a market for the goods and services provided by the economic activity.

The general tendency for urbanization and GNP per capita to grow together can be
taken as established (see Annex 2A). It is clear, however, that not every country
exactly follows this general pattern. It is useful to examine in greater detail (see
Tables 1 and 2, Annex 2B) the deviations of individual countries from the general
pattern to determine if the deviations represent disfunctional levels and rates of urba-
nization in the individual countries. In general, countries with substantially higher
levels of urbanization than would be expected from their level of economic develop-
ment (measured in terms of GNP per capita) may have considerable difficulty in
financing the provision of essential urban jobs, housing and residential services for
their urban population. At the other end of the scale, countries with substantially
lower levels of urbanization than would be expected from their level of econcomic
development may be unable to generate sufficient industrial and service growth effi-
ciently to raise their rate of economic growth to levels that can provide resources for
meeting the needs of their growing total populations. The UDSS Project provides
funds for improving understanding of the deviation from the general pattern in indivi-
dual countries and providing support for needed policy and program efforts undertaken
by other parts of USAID, other international donors and LDCs themselves.
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B. URBANIZATION AND ECONOMIC TRANSFORMATION

Just as urbanization is related to the level of GNP per capita, so too is the normal
pattern of employment and output by sector (primary, industry, and services). In
general, increased urbanization and GNP per capita are associated with a rising share
of output and employment in industry and services and a declining share of output in
agriculture and other primary products.

This occurs for iwo principal reasons. First, urban areas as desceribed above provide
both the labor and markets which permit expansion of industry and service activities.
Second, as income rises there is a shift in the relative share of consumption demand
for different products. In particular, the demand for industry and service outputs
(which are most efficiently produced in urban areas) goes up, relatively increasing
their share, while the demand for food products declines as a proportion of expen-
ditures. This combination of factors tends to shift the orientation of domestic pro-
duction toward industry and services and away from agriculture. The normal pattern
of these relationships is shown in Annex 2C.

As suggested in Section A, above, individual countries vary somewhat from these
general patterns. The economic development puzzle faced by many LDCs is how to
effect these transformations in ways that are both efficient and equitable.

The assessment aspects of this project are intended, in part, to identify appropriate
economic development interventions that increase the availability of industrial and ser-
vice employment to meet the job requirements of the growing urban labor force in
ways that maintain a reasonably high rate of overall economic growth. The invest-
ment aspects of this project will necessarily encompass efforts both to facilitate these
changes in output and employment mix, and to selectively target more customary urban
activities — shelter, community facilities and services, and intra-urban infrastructure.

C. URBANIZATION AND AGRICULTURE

In all economies there is interdependence between urban industry and services and
agriculture. This interdependence is particularly pronounced in many LDCs. Among
the reasons for this are:

1. In the early stages of industrialization, the processing and distribution of agri-
cultural products comprises a substantial portion of the urban economies of the
LDCs.

2. The growth of urban income increases the demand for food products and shifts
demand composition among product types. This may lead to a change in
cropping patterns or creation of more elaborate arrangements for exporting some
types of food produects in exchange for those in greater demand.

3. Agricultural regions tend to become major sources of migrants to urban areas
while those who find urban employment become a source of rural income as ear-
nings are returned in part to rural relatives.
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4. Industrialization strategies which provide for relatively more capital per worker,
tend to be applied to agriculture, reducing the requirements for farm laborers.
Furthermore, rural population growth may be generating higher person/land
ratios on existing agricultural land than can be accommodated by rura! jobs.

The implication of these interdependencies between urbanization and agriculture is that
effective urban policies and programs must take into account their likely effects on
agriculture and, in turn, on agricuitural outputs, employment and rural to urban
migration.  Similarly, those responsible for generating urban employment need to be
aware of the possibilities for linking urban industrial growth to agriculturally related
industry, as well as to the distribution and marketing of rural products.

D. THE BENEFITS AND COSTS OF URBANIZATION .

As indicated elsewhere in this paper, rural development has tended to play a more
prominent role in AID programming than has urban development. This has tended to
be true, also, of other international donors. The justification for this has largely
been the recognition that the low-income poor is a very important target group for
economic and development assistance and that the rural poor has been the most signi-
ficant part of the poverty population. Section IV shows that this is changing and that
by 2000 more of the poor will be living in urban than in rural areas. To the extent
that poverty is the criteria, a shift toward an urban emphasis is appropriate.

The loeation of the poor, however, has not been the only justification for focusing on
rural areas. Many have contended that costs of providing equivalent benefits for
urban populations are far greater than for rural populations, and that the costs of
urbanization exceed the benefits thus making it economically sound to slow or even
reduce the levels of urbanization. This second contention has an important corollary
— namely, that the costs of primary city growth exceed the benefits derived from it
and, therefore, that it is a desirable urban strategy to foster rural development or
decentralization to secondary cities to slow or reduce primary city growth. These two
contentions plus the corollary, are seriously open to question and are examined in
detail in Annex 2D.

All the findings from Annex 20 indicate that benefits from urbanization (economie
growth, employment and income earning opportunities, provision of public services,
efficient location of industry, equity programs, etc.) outweigh the costs. The evi-
Gence suggests benefits that correlate with overall urbanization and urban areas with
larger-sized cities.

Furthermore, the Egypt NUPS findings (see Annex 2D) show that the relative benefits
depend upon careful selection of locations for investment and the sectoral composition
of the investment. The broad assessments and selective targets provided for in this
project, in countries selected for priority attention, can facilitate both the choice of
urban strategies (policies, spatial and sectoral priorities and programs) and an
understanding of the potential gains and losses of alternatives.
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VI. ADMINISTRATIVE/INSTITUTIONAL ANALYSIS

The UDSS Project activities will, in aggregate, be focused on strengthening LDC
institutions concerned with various aspects of urban development. This will include
the formulation of urban policy, planning and programming, the delivery of urban ser-
vices, the creation of urban jobs, economic development, and the financial and mana-
gerial administration of urban centers.

The range of LDC institutions playing important roles in urban development is
extensive even in relatively small LDCs. Chart VI-1 relates the typical LDC institu-
tions to basic urban development functions.

The structure of government in most of the LDCs has special implications for urban
programnming by AID. The significant difference between urban development in the
United States and in the typical LDC is the role played by the national government.
In the US, the individual urban center has broad control over its own urban develop-
ment process, can raise its own revenues for development (through bonds or taxes)
and can control all aspects of land use regulation, building codes, zoning, ete. The
role of national government agencies is primarily limited to providing certain levels of
funding support for identified pregrems for which lceal government esn apply il they
so choose. In essence, USA urban centers are competitive with each other in seeking
economic development and in the provision of the quality of life for their citizens.

In LDCs, national governments typically play a much more controlled and decisive
role. National governments usually provide 75 to 90 percent of all available funding
to a given urban center, control in large measure the location and distribution of
industrial development among urban centers, legislate national controls and procedures
which must be followed by local governments, undertake the bulk of the urban deve-
lopment investments in infrastructure and publicly provided shelter, and provide much
of the local urban center's professional staffing.

In participating in the urban development process, USAID must thus be prepared to
span the range of urban institutions from the national to the local level in order to
achieve meaningful results. However, since it is not going to be generally feasible to
make massive interventions in the urban systems of the targeted countries, a means of
selecting target institutions will need to be developed. The target group selection pro-
cess is discussed in Section IX.

The primary issues to be addressed in urban institutional development include:

1. Determining the appropriate policy role of the public and the private sector in
supporting urban development
The public sector in general can play three roles, separately or (most likely) in
combination. First, the public sector can build (for example, shelter,
infrastructure, and facilities, but also industrial plants and enterprises). When
the public sector builds, it is both capital-intensive and management intensive.
It is the best policy to shift, to the maximum extent feasible, the burden of
building to the private sector.
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CHART VI-1

REL.ATIONSHIP OF URBAN DEVELOPMENT RESPONSIBILITIES
TO PUBLIC SECTOR INSTITUTIONS

TYPICAL LDC PUBLIC
INSTITUTIONS

URBAN
URBAN  PLANNING &
POLICY PROGRAMMING

DELIVERY
OF URBAN

URBBAN
ECONOMIC

URBAN
MANAGEMENT

SERVICES DEVELOPMENT & FINANCE

PRESIDENT and CABINET

CENTRAL MINISTRIES:

FINANCE

CENTRAL BANK
ECONOMY & PLANNING
AGRICULTURE
INDUSTRIES & LABOR

HOUSING & PUBLIC WORKS

WATER

TRANSPORT
COMMUNICAT IONS
POWER

EDUCATION

HEALTH

LOCAL GOVERNMENT

> 2C 2C > >t > >

> > > >

PUBLIC FINANCE INSTITUTIONS

PARASTATALS
SPECIAL AUTHORITIES
PUBLIC ENTERPRISES

> > X<

2€ € > >

MAJOR CITY GOVERNMENTS
LOCAL GOVERNMENTS




35

Second, the public sector can finance the private sector through loans and
grants. In fact, it is easier and more effective if private sector financing can
be used to achieve public sector objectives. This is more capital conserving
(particularly if there is a full cost recovery) and it has fewer management
requirements (most often in short supply).

Third, the public sector can facilitate private sector development efforts
through the mix of legislation, regulation, procedures, tax policy, and other
incentives.  The issue of public/private partnerships in urban development is
critical to achieving sustained growth and economic development. The economic
and develoment climate established by the government to encourage private sec-
tor initiative is an important area of concern, being the most capital conserving
of all public sector functions as it relies primarily on private sector finance
mobilization.

Establishing a viable and effective decentralization policy

Most LDCs have stated policies in support of decentralization. However, LDC
de facto policies usually reflect the status quo. Many decentralization policies
are established without sufficient economic justification while sectoral planners
are generally inclined towards more pragmatic programs. In addition, decentra-
lization plans have failed due to a lack of trained government personnel to
accept increased responsibilities, the unwillingness of national governments to
delegate financial and decision-making control to lower government levels, and
the lack of analytically based strategies for achieving decentralized development
at a cost the government can afford. In general, the UDSS Project will help
assess the potential and suitability for "selective" decentralization.

Obsolete Procedures, Lack of Trained Staff, and Lack of Equipment

Within most LDC institutions there are problems to be addressed in policy exe-
cution, regardless of overall policy composition. These problems include the
lack of trained professional staff and their reluctance to locate and work out-
side the capital city or for the national government. In part, these problems
are associated with the generally non-competitive government salary structures
(a difficult issue for a donor agency to address) and unclear career oppor-
tunities for other than central government civil servants. Nonetheless, training
can effectively increase capacity, particularly if the training programs are
comprehensive enough to have an overall national impact. This latter point
recognizes that another problem of institutional development is the frequent
transfer of staff between agencies and positions which prevents continuity and
the buildup of effective experience.

In addition to the limitations of institutional staff, many of the daily institu-
tional procedures are unresponsive to the requirements of rapid urbanization.
Meny of these procedures date to former colonial administrations when the pace
of urbanization was slow if not effectively discouraged (in that colonial powers
controlled countries from urban centers and restricted urban development for
local populations through elaborate regulations and very high development
standards) .
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Urban economic development was of little concern as the colonial powers were
primarily interested in agriculture and resource exploitation. These conditions,
within independent countries, have changed enormously and urban development
must now be viewed as a "twin engine" of development along with agriculture.
Residual administrative procedures and regulations need to be changed in many
cases to relect the emerging functions of urbanization in relation to national
economic growth.

Finally, most LDC institutions are seriously constrained by the lack of modern
office equipment (from typewriters to computers) essential to the manipulation
of the data base required in urban management. Mapping, aerial photographs,
and the use of LANDSAT information all have a vital role to play, but rarely
are available in useful form if at all. USAID should be prepared to selectively
improve basic office capacity in targeted urban institutions.
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VII. FINANCIAL ANALYSIS

The overall funding requested for the UDSS Project is $11.07 million over a five-year
period between FY84 and FY88. This level of funding represents the minimum
required to build AID's urban expertise and technical approaches as well to as conduct
selective demonstration programming in LDCs.

A. UNIT COSTS

The basic unit costs are those associated with the person months of effort from
various sources of personnel plus their related direct costs. The unit costs and
calculations are presented in Table VII-1. The key elements are as follows:

1. Other Direct Costs

Other direct costs cover all of the items associated with mobilizing personnel
other than salary, overhead, and fees. This includes international and local
travel, per diems, communications, and publication of reports for personnel on
short-term assignments, and the above plus housing and education allowances for
personnel on long-term assignment. For all work overseas a unit cost of $5,000
per month has been used. For long-term assignments, it is assumed that educa-
tion, moving and housing allowances plus post differentials will equal the short-
term costs. An inflation factor of 10 percent per year was calculated for each
of the four succeeding years after FY84.

2. Salary and Overhead for Contracted Personnel
It is anticipated that contracted personnel will be used to implement parts of
the UDSS Project. Their costs have been calculated using an average salary
base of $45,000 and an overhead factor for social costs (medical insurance,
social security, ete.) of 30 percent of salary. A factor of 7.5 percent for
salary increases has been added for each of the four years after FY84.

3. Salary, Overhead, and Fees for Consultants

It is expected that a substantial part of the work to be done under the UDSS
Project will be accomplished by consultants. PRE/H has Indefinite Quantity
Contracts with firms which have capability for undertaking the kinds of assign-
ments contemplated. In addition, PRE/H has developed working relationships
with several universities which are also expected to contribute to the work. To
establish an average cost per consultant person month, an assumed base salary
of $40,000 was selected and a multiplier (for overhead and allowable fees) of
2.1 was used. A factor of 7.5 percent related to salary increases was applied
to each of the four years after FY34.
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TABLE VII-1
UDSS FINANCIAL PLAN FY84 - FY88
UNIT COSTS
r Y84 tY85 FYB6 FYa7T FYBB
$ per P/Ml $ per P/M $ per P/M $ per P/M $ per P/M
A. Inflation at 10% for ODC per y&E
1) ODC per month overseas $5, 5,000 5,500 6,050 6,655 7,320
2) 00C per month domestic $500 500 550 605 665 730
B. Salary increases at 7.5% per year
1) PSC salary $45,000 FY84 with
1.3 multiplier to $58,500 58,500 62,900 67,600 72,700 78,000
2) Consultants base salary $40,000
with 2.1 multiplier to $84,000 84,000 90,300 97,000 104,400 112,200
C. Total Cost per Man Month
1) PSC (overseas) 9,875 10,740 11,685 12,715 13,820
2) Consultant (domestic) 7,500 8,075 8,688 9,365 10,080
3) Consultant (overseas) 12,000 13,025 14,133 15,355 16,670
D. Training Participants $3,000 each
with 10% increase 3,000 3,300 3,600 4,000 4,400

Lp/m - person months

2 Includes 30-day per dieam at $75/day, $2,000 international travel, and $750 for other costs.

3 To cover costs of publication of reports and miscellsneous

00C = Other Direct Costs
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UDSS FINANCIAL PLAN

FY84 - Fyss

ACTIVITY

FYB4
p/ul

FY85
P/H

Fyas
P/

FyYa?

3 P/M $

Fyas

P/M

Total by
Acti;ity

Totals by

Co-pgnant

-y

A.

A.

ASSESS BROADLY
WITHIN AID
1) Monitor urbanization

trends, develop methods

& techniques, applied
research
2) Provide support to

USAIC missions fo: CDSS

& UDAs

WITHIN LDCs

1) Support national urban
policies

2) Support sectoral
assessments

II. TARGET SELECTIVELY

WITHIN AID
1) Develop urban programs

2)

management capacity
RHUDOs

Support USAID ilissions
for PIDSs, PPs, and
evaluations

WITHIN LDCs

1)

2)
3)

Support for urban
institutions
a. Short-term TA
b. Training

Action planning and
programming
Preparation for
selective capital
assistance prograams

TOTALS

17¢2
12¢C
12¢C
12¢C
21pPSC3

6C

3354

]

127,500

144,000

144,000

144,000

207,400

72,000

96,000
90,000

108,000
108,000

21C

18C

15C

17C

48FS(

12¢

15C
46T

15C
12C

169,600

187,600

195,400

177,140

515,500

156,300

195,400
151,800

195,400
156,300

12C 1

I>C 2

12C 1

15C 2

48PSC

560,880

04,256

11,995

65,596
11,995

6C

15¢C

12¢

15C

60PSC

56,140

230,325

184,260

230,325

762,900

12C

15C
457

15C
12C

169,596

211,995
162,000

211,995
169,596

12¢

15C
607

15¢C
15C

184,240

230,325
240,000

230,325
230,325

6C

15

12C

15C

72PSC

12¢

15C
607

15¢
15C

60,480

250,050

200,040

250,050

995,040

200,040

250,050
264,000

250,050
250,050

517,976

1,023,970

889,296

1,013,510

3,041,720

782,196

983,770
907,800

995,770
914,271

"1,541,946

1,902,806

3,823,916

3,801,611

21PSC
85c
3ot

1,240,90

48PSC| 2,

125¢C
45T

100, 440

48PSC| 2,

108C
457

179,904

60PSC
105C
607

2,579,185

72PSC
105C
607

2,969,850

11,070,279

11,070,279
249PSC
528C
2417

1 p/M = Person Month

2 Consultant

3 Personal Service Contractor

4 Trainee

6€
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4.

Training Participants

Training will be done in-country, regionally, and in the United States. The
training will vary from one week to perhaps a month. An approximate average
figure of $3,000 per trainee month is assumed and a 10 percent inflation factor
per year is added.

- The Burdened Monthly Rates

Using the assumptions above, calculations were made for each of the three kinds
of person month costs which are anticipated. The burdened salaries of
contracted personnel and consultants were divided by 12 to arrive at a monthly
rate. Then, for work intended to be overseas, the overseas other direct costs
were added to establish the overseas total average cost. If the consultant's
work is intended to be in Washington, DC, then a domestic direct cost charge
of $500 per month was added. These summary unit cost estimates are shown by
fiscal year in Table VII-1.

B. WORK ASSIGNMENT LEVEL OF EFFORT ESTIMATES

In determining the distribution of the level of effort among the various potential acti-
vities to be supported by the UDSS Project, a few simple guidelines were established
as follows:

1.

It was assumed that all contracted personnel would work a full year at a time.
They would be assigned to RHUDOs in response to increased UDSS activities in a
given region (i.e., the first two RHUDO contracted personnel would be assigned
in FY84 to the RHUDOs with the greatest UDSS Project workload. Others
would be assigned in FY85 - FY88 at a rate of one per year to the next
regions with the heaviest workload to complete the coverage of all the RHUDOs
by FY88).

. It is anticipated that consulting services will be used on all of the short-term

activities supported under the UDSS. For calculation purposes the following
assumptions have been used to establish the average level of effort per con-
sulting assignment:

a. Assist USAID Missions with the CDSS: one person month

b. Undertake an Urban Development Assessment: three person months

c. Preliminary project development (PID): 1.5 person months

d. Project Development (PP): three person months

e. Conduct an evaluation: two person months
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f. Conduet short-term assignments within LDCs (institution building, action
planning or programming, or develop a capital assistance project): three to
six person months

g. Support National Urban Policies: six person months

h. Undertake sector assessments: three person months

C. LDC CONTRIBUTIONS

It is extremely difficult to make any assumptions regarding LDC financial contribution
to UDSS Project activities. However, the following observations can be made:

1.

There will be no LDC contribution to those UDSS activities which are concerned
with internal AID assignments to build capacity and develop methods and tech-
niques.

. Short-term assignments to LDCs will be done at the invitation of the particular

country and it is presumed that the LDC institutions involved will make an
"in-kind" contribution to the work. For the most part, their contribution will
be in the provision of staff to work with the consultants, local transportation,
office space, and secretarial support. An approximate caleulation of value
might be to assume that the local in-kind contribution will be approximately
25 percent of the AID funding. This would mean an overall LDC contribution
of approximately $1.2 million.
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VIII. IMPLEMENTING PLAN

UDSS Project activities will be partly "demand driven" by requests for assistance from
USAID Missions (in response to Mission needs and requests from LDC governments and
institutions) and partly undertaken as an integrated program generated by PRE/H.
The concept is predicated on the assumption that there is a growing recognition by
LDC governments of the importance of urban development to national economic growth
and social equity for the urban poor.

There is evidence that this is the case, given the increasing number of requests for
assistance being received by PRE/H. In the past six months alone, urban support has
been requested by USAID Missions in Peru (CDSS urban section), Jamaica (urban
management and planning), Senegal (secondary cities related to rural development),
Somalia (urban development in Mogadishu), Nepal (UDA) and Ecuador (urban manage-
ment in secondary cities). Also, both the African and the Near East Bureaus hav:
requested studies on general urban indicators in their respective regions.

Using UDSS Project funcing, PRZ/H intends to build a cadre of staff, contracted per-
sonne! and consultants with the expertise to respond to these requests on a timely and
efficient basis. PRE/H, working with other AID offices, will also undertake to syste-
matically build a capacity for monitoring urbanization trends in LDCs, to prepare
methods and techniques for general application to the range of Mission generated
requests, and to undertake applied urban research as required regarding policy and
program issues of widespread concern in LDCs. As part of this effort, PRE/H will
disseminate the results to USAID Missions for their use and will extend basic PRE/H
support to the USAID Missions.

Table VIII-1 presents the expected project outputs to be generated by the UDSS
Project over a five-year period. The presentation is divided by Fiscal Year und into
the four basic components of the program.

Activities in all four basic components of the UDSS Project will be generated in the
first year (FY84), but the initial priority will be given those activities which fall
under the component of Assess Broadly/Within AID. The reason for this is the impor-
tance of establishing for AID in general the urbanization monitoring system, and of
developing the methods and techniques which will guide the implementation of other
components. The need in this area has been demonstrated by the recent development
within PRE/H of a UDA methodology and both overall and region-specific Urban
Indicator papers. Considerable additional work in this area is required with early
priority on the development of Land Needs Assessment, National Urban Policy, and
Public/Private Partnership methodologies as LDC requests for assistance in these areas
are cxpected,
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VIII-1

UDSS EXPECTED QUTPUTS

UDSS ACTIVITIES

Fye4

FYas

FYas

FYa?

Fyaa

Totals

I. ASSESS BROADLY
A. WITHIN AID
1. Monitor urbanization trends

2. Develop method & techniques
3. Applied research

4. Support CDSS

5. Conduct UDAs

B. WITHIN LDCs
1. Support National Urban
Policies (NUPS)
2. Sectoral Assessments

T1.TARGEY SELECTIVELY
A. WITHIN AID
1. Develop RHUDO capacity

2. Support USAID missions
a) Prepare PIDs
b) Prepare PPs
c) Conduct evaluations

B. WITHIN LDCs
1. Support for Urban Institutiond
8) Short-term TA
b) Training

2. Action Planning Programming
3. Prepare Capital Assistance
Proiects

2 seai-annasl
reporta

J publicatians

1 publication

3 CDSSa

1 uUDA

1 NUPS

3 assessaents

PIDs

— N

3 assigneents

30 participants
in-country

15 internations]
workshops

2 assignments

2 semi-annual
reports

2 publicationsg

J publications

3 CDSSs

2 UDA«

1 NUPS

4 assessments

4 PSC

2 PIDs
3 PPa

5 assignments

40 participants
in-country

25 international
workshops

4 assignments

2 semi-annual
reports

2 publications
3 CDSSs
2 UDAs

1 NUPS

5 assessments

4 PSC

PIDs
PPs
evaluation

-_NN

5 assignments

40 participants
in-country

25 international
workshops

4 assignments

2 projects

2 semi-annual
reports

1 publication
3 CDSSs

2 UDAs

1 NJPS plus

1 follow-up
5 assessments

5 PSC

PIDs
PPs
evaluations

ONN

5 assignments
70 participants
in-country
25 international
wor kshops
4 agssignments

2 projects

2 semi-annual
reports

1 publication
3 CDSSs
2 UDAs

2 NUPS

5 assessments

6 PSC

PIDs
PPs
evaluations

—~NN

5 assignments
70 participanta
in-country
25 international
workshops
4 assignments

2 projects

10

22

2]

10

23
250

115
18

Semi-annual reports

Method & Techniques
Reports

Applied Research
Reports

CDSSs (Urbanization
sections)

UDAs

National Urban
Policies
Sectorial Assessments

Persan years of
PSC support

PIDs
PPs
Evaluations

Short-term TA Assgnats
Participants at in-
country workshops
Participants at 5 inter
national workshops
Assignments

Capital Assistance
Projects prepared
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A regular report on urbanization trends will be undertaken by PRE/H in order to com-
pile the results and findings from all PRE/H activities, including those funded by the
UDSS, and to more effectively disseminate this information to USAID Missions and
offices, LDCs and other donor agencies, as a contribution to overall AID (and others)
policy and programming. This framework for monitoring LDC urbanization and the
valuable experience of PRE/H activities currently does not exist. It is expected that
UDSS Project activities, especially in the Assess Broadly/Within AID component, will
generate significant and increasing demand for such dissemination of information over
the five-year project period.

I. .ne second and subsequent years of the UDSS program, the priority of PRE/H acti-
vities will shift to direct programming in LDCs. Because of the limited resources
available to PRE/H through the UDSS Project, these interventions will be selectively
targeted to high priority countries and institutions, with a limited level of effort of
one to six person months per activity.

To further the critical objective of transferring "state-of-the-art" technology to LDCs
a training program will be developed, having as its centerpiece an annual Urban
Development Workshop for senior level LDC participants.  This workshop will be
modeled on PRE/H's successful and influential Shelter Sector Workshops. In addition,
it i anticipated that short regional training programs will be developed perhaps in
connection with PRE/H's regional conference program. In-country training workshops
will also be conducted, usually as part of on-going support to a particular urban
institution.

Another set of activities will support USAID Missions concerned wiiih undertaking long-
term assistance with other sources of AID funding. PRE/H assistance will be available
to USAID Missions for the development of PIDs, PPs, and evaluations of urban
programs whether or not PRE/H has a continuing role in the projects. In this way,
UDSS Project activities can play a supportive and important role in generating more
extensive urban activities than would be possible within the UDSS Project funding
level.

Starting in FY84, it is expected that UDSS Project activities will include the prepara-
tion of a limited number of projects for capital assistance. The development of a
capital assistance program is related to buildup of a body of experience in AID, useful
in focusing and prioritizing the kind and scale of capital assistance. It is anticipated
that the HG program authorization would be expanded in terms of eligible urban pro-
ject annual total funding levels in crder to establish a funding base for high priority
urban capital assistance loans from US private lenders in the same manner as the HG
program now operates in the shelter sector.

A. RELATIONSHIP WITH OTHER AID OFFICES

The UDSS Project activities have been designed to be directly supportive of AID offi-
ces and Missions. It is recognized that AID's growing concerns with urban develop-
ment issues will require a decentralization of program implementation capability among
a variety of AID offices. The UDSS Project activities are designed to be supportive
of these activities and PRE/H will continue to develop working relations with other
AID units involved i . urban activities.
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The central role of PRE/H as developed through the UDSS Project will be to provide
the overall framework on urbanization information, concepts, and approaches in sup-
port of all AID urban activities, as well as to selectively assist LDCs directly in sup-
port of urban activities not generally associated with other AID offices in such areas
as national urban policy, sectoral assessments, and support for urban institutional
development and action planning and programming areas of importance not now speci-
fically covered by other AID offices.

The overall objective sought will be to provide an integrated urban development
assistance strategy for AID combining the resources of all the component parts of the
AID organizational structure as it impacts urban development issues in the LDCs.

B. RELATIONSHIPS WITH LDC INSTITUTIONS

UDSS Project activities directly in the LDCs will depend on the establishment of
working relationships with selected urban institutions. The experience of PRE/H in
shelter sector institutional development has been that a combination of periodic short-
term technical assistance, provision of training and conference seminar opportunities,
and access to HG loan funding will over time build a strong linkage between AID and
the LDC institution whieh is conducive to achieving policy change. It is anticipated
that the same mix of support will, over time, achieve the same result in establishing
working relationships with urban development institutions.

It must be expected, however, that these relationships will take some time to build
and the full impact in the achievement of significant urban policy change in the LDCs
will not be felt for some years into the program. It is of the utmost importance to
the overall UDSS program that long-term relationships with LDC insitutitions be built
through the mechanism of short-term technical assistance and training. This issue will
be made more complicated because of the great variety of urban institutions and the
multi-functions associated wtih urban development as compared to a single sectoral
approach such as the shelter sector work of PRE/H.

C. RELATIONSHIP WITH OTHER DONORS

The UDSS program will be discussed with other donors. Where appropriate coor-
dination will take the form of co-sponsorship of certain activities, and in some cases
the UDSS Project will be used to facilitate the provision of major capital assistance
from appropriate multi-national financial institutions such as the World Bank and
regional development banks. The urban development activities of other donors are
discussed in Section X.

D. EVALUATION AND MONITORING PLAN

Requests for UDSS Project assistance will be monitored to assess demand. The two
major indicators will be:
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1. The number and kinds of requests received by USAID Missions from LDC insti-
tutions involving urban development assistance. It is likely that, when systema-
tically reviewed, certain patterns will be identified which will feed back into
the research and development aspects of the UDSS Project in order to ensure
that the appropriate expertise is available and methods and techniques are
responsive to the LDC requirements within overall resource availability.

2. The number and kinds of requests generated by USAID missions for support in the
development of their programs concerned with urban development (CDSS, UDA,
PID, and PPs) and the number and kinds of requests from other AID offices for
supplemental support for their activities.

It is presumed that the allocation of the available resources from the UDSS Project
would be made in response to these demand criteria. In this sense the financial plan
in Seciion VII is considered indicative of likely requirements and would be adjusted to
reflect demand. The monitoring procedure would also directly contribute to the iden-
tification of research priorities and assist in focusing the overall urbanization moni-
toring activities of PRE/H.

A mid-term and final project evaluation will be conducted (FY86 and FY88). It is
expected that these will be undertaken by direct-hire staff, contracted professionals
and/or consultants in close collaboration with USAID staff and LDC institutions. The
mid-term evaluations will permit modification, if necessary, in basic methods and tech-
niques during the latter half of the project.

The evaluations will consider:

1. Evaluation with LDC and AID recipients of UDSS Project activities as to their
satisfaction with the services rendered and their usefulness in achieving their
objectives.

A partial list of pertinent issues for detailed consideration would include: a)
impact of project activities on institutional capacity; b) impact of same on urban
policies, programs and planning; c) expansion and multiplication of linkages bet-
ween USAID and LDC urban institutions, especially regarding requests for UDSS
Project activities; d) increased publie-private cooperation in urban development
activities; and e) improved cost recovery, subsidy reduction, affordable standards
and urban upgrading.

2. Evaluntion of the technical content of the work undertaken in order to improve
future performance on similar tasks and to improve methods and techniques
thereby inereasing output per person month of work accomplished.

Specifie issues for consideration would include: a) number and type of UDSS
Project activities requested and performed; b) requests for and application of
technieal material by other (than PRE/H) offices within USAID, other conor
agencies, LDC institutions and the professional community; ¢) PRE/H and RHUDO
pereeptions of present and future utility of UDSS Project technical materials,
especially regarding its relevance to emerging LDC urban issues and its enhan-
cement of USAID and LDC urban programming.
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3. In support of the key concerns of affordability and replicability, the design and
evaluation of prototype subprojects will give due emphasis to economic viability.
In each case, the data required will be identified and a framework for eva-
luation will be proposed.

4. Evaluation of the personnel undertaking UDSS Project assignments because PRE/H
will be expanding its consultant base and utilizing individuals with skills hereto-
fore not required in the shelter sector work of the office. An effort will be
made through evaluation of individual performance to build an experienced cadre
of resource specialists to urdertake UDSS Project activities.

Personnel evaluation would consider, among other issues: a) number and skill
type of additional contracted staff: b) review of consultant roster; c¢) pattern of
requests within USAID and LDC institutions for UDSS Project supported activities
performed by additional contracted staff and consultants; d) time actually spent
on performing various UDSS Project activities compared to that projected as
necessary in Chapter VII.

The mid-term evaluation scheduled in FYB86 will take all of the above into account in
order to identify positive elements to build upon and gaps to fill in. The final eva-
luation scheduled in FY88 would once again focus on the above to measure progress in
the latter half of the project and provide an overview of the UDSS Project experience
and serve as a basis for further programming options.
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IX. TARGET GROUP SELECTION

It is clear that the magnitude of the urban development task in LDCs which AID, in
general, and PRE/H, in particular, is attempting to address far exceeds the level of
resources available. The issue is how to make the assessment and investment resources
available for Urban Development Support Services have the greatest positive impact in
accomplishing this task.

It has been shown earlier that other international donor agencies, as well as AID, are
becoming increasingly interested in urban-related investments. This creates the poten-
tial for leveraging the funds provided by the UDSS Project if a careful selection is
made of places (countries and urban areas) in which the resources are used, the
institutions within LDCs which are involved, and the groups which are intended to be
the primary initial beneficiaries of assistance. These considerations highlight the
importance of target group selection in the design of the UDSS Project.

A. COUNTRIES SELECTED FOR PRIORITY ATTENTION

In addressing the question of which countries should receive priority for assessment and
selective investment, it is important to emphasize that there is no single criterion
adequate to identify countries in which urbanization presents critical development
problems.  The population or geographic size of the country is not a criterion which
distinguishes sharply among those in nced of assistance and those which are not. Nor
's the level or rate of urbanization in an LDC a sufficient criterion by itseif. In
other words, there are countries, large and small, and with both high and low levels
of urbanization which could substantially benefit from the types of assistance to be
provided by and leveraged by UDSS Project

Another way to make this point is to say that there is not one type of "urban
problem" to be addressed but many different types. Among the broad approaches that
will be used to identify which countries should receive priority attention and what
types of assistance are most needed include:

e Recognition that rapid change is mueh more difficult to manage than more
moderate change.  An assessment will be carried out to determine which LDC
countries are experiencing the most rapid increases in their urban population
relative to their total population growth (see Annex 3A).

o Cross-classifiecation of countries by the degree to which their current level of
urbanization is supported by their cconomic growth (or their domestic ability to
provide needed urban resources) and the liklihood, given past patterns of both
urban and cconomic growth, that they will be able to provide needed resources
in the future.

o Compurison of the need for urban assistance with the countries' resource capa-
city to meet their needs. Priorities based upon these criteria for a sample of
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countries served by the Near East Bureau are shown in Annex 3A, Tables 3A-5,
6, and 7. It is anticipated that the above can be carried out through periodic
assessment. When these are complete, the following should also be addressed
to isolate target countries.

1) Evidence of interest in addressing urban issues in the LDC.

2) Willingness to respond to such interest on the part of the country USAID
Mission, the relevant AID Bureau, and the RHUDO.

3) Current and likely future degrees of expected requirements for urban
employment, housing, shelter, infrastructure and programs to alleviate
adverse social conditions associated with poverty.

4) Current and likely future domestic resources capacity to meet these require-
ments from expansion of their domestic resources and/or prevailing levels of
international assistance.

B. URBAN AREAS SELECTED FOR PRIORITY ATTENTION

Once a decision has been reached to assign a high priority to urbanization assistance
in a particular country, the significant question of which urban areas should receive
priority attention remains.

In addressing this question, two observations must be made. First, in most LDCs the
largest (or primary) ecity is growing, not only more rapidly than total urban popula--
Uen,  but, also, more rapidly than other urban areas. This tends to produce
inereasing  conecentration of the wurban population —which is often referred to as
"polarization."

Table 3B-1, Annex 3B shows a sample of large cities in African countries and their
high average population growth rates.

On average, the percent of the total population residing in the largest city, in low-
income countries, grew from 2.75 percent in 1960 to 6.32 percent by 1980. For
middle-income countries, the comparable figures are 9.24 percent in 1960 to
13.05 percent in 1980. In most of the LDCs, the primary city has a dispropor-
tionately larger share of industrial and service employment than its population and
provides disproportionately higher levels of income per capita than other cities.

On the face of it, then, it appears that urbanization issues in most LDCs will
revolve, to a considerable extent, around the prima y city. Evidence cited in Section
V supports the necessity to devote some portion of the attention to deciding what, if
anything, should be done to assess development problems and invest in the primary
city.

The second general point to be made is that in most LDCs it is the size and the rate
of growth in the primary city, along with the difficulties in munaging that growth,
that is the major impetus for interest in developing urban strategies. Thus, whether
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or not a decision is taken to give priority attention to the primary city, issues asso-
ciated with its size and rate of growth will tend to dominate urban policy formulation
in any case. For this reason, if no other, it is useful to explicitly deal with the
primary city — at least in the assessment of options. Furthermore, as discussed in
Section V and Annex 2D, it is unwise to ignore the potential of the largest city to
provide major economic and social benefits in future development.

"nere has been, of course, a great deal of discussion about the obvious social and
economic costs associated with large size. However, the weight of the conceptual
and empirical evidence does not support the contention that it is necessarily desirable
to slow the growth or reduce the size of the primary city once both benefits and
costs have been taken into account. It is more accurate to say that the evidence
suggests that the basic issue is to decide how to provide necessary economic and
social requirements and manage the growth of the primary city, rather than to retard
its development and growth.

Even granting this, however, there remains the problem of what other urban areas
should receive priority attention and what the principles should be for their selection.
To the extent that LDCs have already adopted explicit urban strategies, they have
tended to be strategies which emphasize decentralization away from the primary city
toward secondary cities or rural market towns. The objectives of these strategies —
other than reducing population growth in the primary city — usually include regional
equity objectives (more equalization of incomes aind services across regions), national
security (in settling relatively under-developed border regions) or social equity objec-
tives (more equality in the provision of social services across the urban system).

The previous sub-section has argued that in the setting of country priorities it is
essential to take both needs and resource capacity into account. The same is true in
selecting priorities among urpan areas. Previous analysis has demonstrated that the
consequences of indiscriminate or broadly based decentralization can be achieved, if at
all, only at the risk of substantially increasing overali development costs and substan-
tially reducing the expected economic and income growth of the economy — thus
reducing future resource capacity. The issue, then, is to set priorities for other
urban areas which have a reasonable chance of success without adding excessively to
costs or substantially reducing the capacity of the economy to generate future resour-
ces.

In general, this requires the setting of priorities among urban areas other than the
primary city in which:

1. The area has demonstrated some growth capacity, which might be indicated by
its recent past rates of employment or population growth.

2. The area is likely to be a suitable place to locate industry and commercial ser-
vices without a high probability of economic loss or the necessity for continuous
subsidy, which can be indicated by recent rates of growth in industrial
eniployment or firms and by the share of the local employment base represented
by industry.

3. The area has suitable vertical or horizontal options for expansion in density
and/or physical size without the necessity to build completely new infrastructure

Systems or incur major costs to overcome physical barriers.
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4. The anticipated investment for employment, housing, shelter, and infrastructure
in the aggregate for urban areas selected will not exceed the anticipated future
resource pool.

The application of these criteria will generally lead to the selection of only a few
secondary cities for priority attention, rather than a more scaitered approach that
tries to distribute a small amount of the available resources to a large number of pla-
ces. Ultimately, the rationale for this approach is that some viable decentralization
can occur while growth occurs in domestic resources which can then be used for more
targeted application to the social needs of specific population groups to improve social
equity among individuals and households.

C. POPULATION TARGET GROUPS

Section IV and Annex 1A demonstrates that the urban population of LDCs will continue
to grow relative to the rural population and that this shift will result in an increase
in the proportion of poverty households in urban areas over those in rural areas.
Thus, it is clear that the urban poor need to receive greater attention than has pre-
viously been the case.

It has not been possible to establish with certainty the effects of increased urbaniza-
tion on the incidence of poverty. The World Bank has estimated the number of poor
urban households in 1980 to be 41 million. The total urban population in 1980 in low-
and middle-income countries is estimated to be 880 million people. Thus, there are
approximately 4.7 poverty households per 100 people living in urban areas in 1980.
The urban poverty households in 2000 are estimated to be 74.3 million out of a total
urban population of about 2,430 to 2,680 million people. On this basis, there would
be between 3.0 and 2.8 poverty households per 100 people living in urban areas.
That is, the incidence of poverty is estimated to decline.

The prospects of this happening are conditional on the maintenance of relatively high
rates of growth in GNP per capita between now and the end cf the century. In this
sense, economic growth and urbanization are important anti-poverty forces. At the
same time, it is relatively certain that there will be a residual (and, perhaps,
substantial) poverty population which will need priority attention in each LDC — with
well-targeted programs.

D. INSTITUTIONAL TARGET GROUPS

As has been emphasized earlier, policies and programs which have potential urban
effects extend well beyond those which have traditionally been thought to comprise the
"urban sector." In fact, one of the potential advantages of the UDSS Project is that
it can provide broad enough assessments to identify and select for priority attention
those instituticns and institutional decision-makers whose policies and programs make up
the major elements of an often "implicit" urban policy.

As suggested in Section V, the criticai element in determining the urban areas likely
to expand in population is the allocation of investment funds. Within the categories
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of investment funds, existing research suggests that industrial investment flows are the
primary determinant. Shelter, intra-and inter-urban infrastructure investments are also
influential in determining future patterns of urban population iocation and their levels
of well-being.

There is, of course, considerable variation among LDCs in termz of relative shares of
investment by sector which are publicly or privately provided. However, in most
LDCs, both the public sector's direct role in investment and its indirect role in setting
the context for investment are extensive. Thus, it is important to give priority
attention to those national institutions which participate in setting overall allocations
of investment, industrial policies (especially industrial location policy) and major sec-
tors of intra-urban infrastructure, housing and services.

[t has been repeatedly demonstrated that when spatial policies (i.e., decisions about
where population and redistribution are desired) and sector policies diverge, the
objectives of the spatial policies will not be achieved. It is normally necessary,
therefore, to broaden the range of institutions receiving priority attention well beyond
the ministries directly responsible for planning, housing, and residential services
programs.  Ministries of Finance, Industry, Trans- portation, Power, and
Communications, as well as banks and other financial institutions, should receive
attention.

Because total resources for investment are likely to fall short of the levels needed to
finance all desirable programs and projects, it is particularly important to involve see-
toral ministries, and offices withiu them, responsible for setting service standards and
establishing cost-recovery mechanisms and levels.

Aside from the effects of standards and prices of services on population location
choices, standards of service provision and prices charged to recipients of services
determine the overall costs of urban development efforts and the level of replenish-
ment of the future resource pool for investment.

In addition to national ministries, priority attention should be given to local govern-
ment and service authorities (such as local water utilities and housing authorities) in
high priority urban areas. As at the national level, it will often be necessary to
involve a broader range of local government officials to achieve the most beneficial
effects of sectoral programs and policies.
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X. OTHER DONORS

Most other donors were slow to recognize the growing importance of urban develop-
ment to national economic growth in the LDCs. The United Nations Center for
Housing, Building, and Planning was the only multi-national agency actively involved in
urban technical assistance up until the late 1970s, and their work tended to be along
traditional "master planning" lines. However, concern about urbanization accelerated
throughout the donor community during the 1970s.

The United Nations sponscred two major conferences which focused on urban issues
(the Stockholm Conference on the Environment in 1973 — which gave life to the
United Nations Environmental Program; and the Vancover Conference on Human
Settlements in 1976 — which led to the reorganization of the UN's urban activities in
Nairobi with UNCHS and Habitat Foundation). In addition, the World Bank and other
multi-national banks formed urban lending units. Most bilaterals agencies have
generated various urban technical assistance projects on a generally small scale.

Altogether, the urban focus of the donor community has continued to play a secondary
role to rural development and agriculture. Nonetheless, increased funding has been
made available to urban activities duiing the last decade. For example, the World
Bank from next to no urban specific lending in 1970 (though many other projects had
an urban impact) had allocated slightly over two billion dollars by 1976 to urban pro-
jects and $3.8 billion by 1982. The World Bank projects over $4 billion in new urban
commitments during the coming five years. Other multi-national donors are similarly
increasing urban lending.

The World Bank continuing commitment to LDC urbanization was recently expressed in
their publication, "Learning by Doing," a 10-y~ar retrospective on the World Bank
urban project experience. In the conclusions (page 49) to the report, it states:

Despite the progress made in overcoming problems in the urban
sector, the challenge of urban growth has not diminished over the
past decade. Urban populations have continued to grow in every
country, even where rural development efforts have been effective
and sustained. Higher energy costs and worldwide inflation have
placed new strains on productivity, much of which continues to be
generated i urban areas in developing countries. Supporting ser-
vices and infrastructure essential for efficient urban economic
activity continue to be needed in the metropolitan agglomerations,
as well as in the new secondary urban centers where much of the
current growth is taking place. In the constrained economie and
financial conditions of the 1980s, sound economic financial policies
governing urban development are critical if productivity is lo be
maintained. Finally, the need to increase institutional capacity,
whether in providing new infrastructure and shelter or in main-
taining and operating existing investments, remains a key lesson of
project experience.
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Projected growth in every region suggests that urban development
efforts will have to be redoubled over the next decade if the
solutions developed during the 1970s are to be extended to
growing populations.

Given the vast range of urban problems to be addressed, snd the enormous capital
assistance requirements, the expanding role of the multi-national donors and bilaterals
alike should be welcomed. There is clearly a role for all to participate in the efforts
to assist the LDCs in overcoming urban problems.

In reviewing the present and pending work of other donor agencies, PRE/H has deter-
mined that the appropriate role for the UDSS Project should be determined in part by
the participation of other donors and their program emphases. Among the conclusions
drawn from the review are the following:

1. The overall capital requirements for urban infrastructure and facilities are so
large that the multi-national banks should be viewed as the major source of
capital assistance to most of the AlD-assisted countries. AID's role should be
to use its limited capital assistance capacity and the HG program resources for
interventions selected primarily to achieve urban policy objectives. Nonetheless,
the availability of capital assistance is recognized as an essential part of the
overall AID urban strategy.

2. That opportunities to leverage AID's technical and capital assistance by
generating follow-up financing from the multi-national donors should be exploited
where possible.  For example, AID-supported development planning of urban
projects in Medan, Indonesia and the Asian Development Bank is now providing
the capital assistance for their implementation.

3. When high priority opportunities for long-term technical assistance have been
identified through the UDSS Project, and funding is not available from USAID
Mission budgets, then possible opportunities for obtaining technical assistance
should be explored with UNCHS.

4. In spite of the resource limitations within AID which underscore the importance
of cooperation and coordination with other donors, the review of other donor's
activities also suggests several unique contributions which the UDSS Project can
make. AID, through the UDSS can make a major contribution to the methods
and techniques to be used in addressing LDC urban problems. In perticular, the
growing awareness on the part of donors and LDC governments alike regarding
the importance of urban policy issues, offers AID a major opportunity to take a
leadership role in the urban policy dialogue.

In addition, AID's recognition of the private sector's importance to overall
national development and urban development, in particular, also gives AID a
perspective, not yet widely recognized by other donors, from which to provide
a unique contribution to the urban dialogue.
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ANNEX 1A

DEMOGRAPHIC DIMENSION OF
URBANIZATION AND URBAN CONCENTRATION

The countries of the world classified as Middle- and Low-Income Countries by the
World Bank had a total population of 3,300 million people in mid-1980. Of this total
880 million people lived in areas <lassified as urban. Of these, 367 million lived in
Low-Income Countries (with per capita GNP less than $430) and 513 million lived in
Middle-Income Countries. Overall, 27 percent of the population was urban. In
Low-Income Countries, the urban population comprised 17 percent of the population;
while, in the Middle-Income Countries, the urban population had reached 45 percent of
the population.1

The primary cities of each of almost all these countries have grown rapidly and by
1980 had reached a cumulative population of 192 million, or 22 percent of the urban
and 6 percent of the total population. The Low-Income Country share of this primary
city population was 44 million or 12 percent of the urban and 2 percent of total popu-
lation. In Middle-Income Countries, the primary city population was 149 million, or
29 percent of urban and 13 percent of total population.

AlD-assisted countries contained a total population of 1,874 million (57 percent of the
population in all Low- and Middle-Income Countries) in 1980 of which 552 million was
urban. The urban portion of AID-assisted countries is 29 percent of their total popu-
lation. As a group, therefore, they are slightly more urbanized than the average of
Low- and Middle-Income Countries, although they include countries with very low
levels of urbanization (Burundi: 2 percent and Rwanda: 4 percent), and some with
very high levels (Israel: 89 percent and Lebanon: 76 percent).

The total population of the primary cities in cach of the AID-assisted countries was
117 million in 1980. This total represents 21 percent of the urban and § percent of
the total population of these countries. Thus, AlD-assisted countries, as a group, are
very similar to all Low- and Middle-Income Countries in the degree of concentration of
their urban systems in the primary city. Again, however, there is a tremendous range
with Guinea having 80 percent of its urban population in its primary city and India
having 6 percent. Sixty percent of the total population in Lebanon is in its primary
city, at the high end, and India has only slightly over 1 percent of its population in
its primary city, at the low end. (These data are summarized in Table 1A-1.)

lsee Section V and Annex 2A for a discussion of the relationship between urbanization

and GNP per capita.
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There are substantial regional variations among AlD-assisted countries, in their levels
of urbanization and the percent of their urban population in the primary city. Table
1A-2 shows these group averages compared to equivalent averages for all Low- and
Middle-Income Countries.

An aspect of the changing demography is an increase in the numbers of poor house-
holds in urban areas. In 1980, the number of urban households in poverty was esti-
mated to be 41.17 million.2 This means that there were 25 poor urban residents for
each 100 urban residents in 1980. At an average of five persons per household, this
translates to one out of every four urban households experiencing poverty conditions.

TABLE 1A-1
TOTAL, URBAN AND PRIMARY CITY POPULATIONS, 1980

1980
Country 1980 Total 1980 Urban Largest City
Group Population Population Population
(Millions) (Number)  Percent Percent Percent
of total Number  of urban of total
Low Income 2,161 367 17 44 12 2
Middle Income 1,139 513 45 149 29 13
Total 3,300 880 27 192 22 6
AID Assisted
Countries 1,874 552 29 117 21 6

2From Table 1, p.3, "Shelter, Poverty and Basic Needs Series," World Bank,
September 1980.
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TABLE 1A-2
URBANIZATION AND CONCENTRATION
(1980)
Urban Largest City Largest City
Population Population as Population as
as Percent Percent of Percent of
AID Assisted Countriesl of Total Total Urban Total
Asia 22 15 3
Caribbean 40 57 23
Central America 62 32 20
South America 66 21 14
East/Southern Africa 16 43 7
West Africa 24 29 7
N. Africa/Near East - 44 - 32 14
Overall 29 21 6
All Low Income 17 12 2
All Middle Income 45 29 13
Overall 27 22 6

IThe regional figures for columns (1) and (2) are from "Urbanization and Urban
Growth as Development Indicators in AID-Assisted Countries,” Newman and
Hermanson Company, 1983. The low and Middle Income figures are from "World
Development Report, 1982," The World Bank. The final column is calculated from
these figures as are the overall figures for AID-Assisted Countries.
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ANNEX 1B

FUTURE URBANIZATION IN LDCs

One way to get a sense of what is implied by a continuation of recent past
urban growth rates in LDCs is to compare recent rates of growth of total and
urban population.3 From 1970 to 1980, total population in the Low-Income
Countries increased at a rate of 2.1 percent a year while urban population grew
at a rate of 4.1 percent a year. The corresponding figures for Middle-Income
Countries were 2.3 percent a year and 4.0 percent a year respectively.

Total population in Low-Income Countries was 2,161 million and urban population
was 367 million in 1980. The World Bank estimates that the year 2000 popula-
tion for Low-Income Countries will be 3,090 million. Continuation of the growth
rates for urban population would raise urban population to 820 million by 2000.
This would increase the urban percent of total population from 17 percent to
27 percent. A similar calculation for Middle-Income Countries with a total
population of 1,139 million and an urban population of 513 shows a prospective
2000 total population of 1,789 million and an urban population of 1,124. This
would increase the percent urban from 45 percent in 1980 to 63 percent by
2000. The overall change woulc be from 27 percent to 40 percent urban. Some
estimates have put the year 2000 urban percent of total population as high as 50
to 54 percent (based on UN estimates in the first case and individual country
growth rates rather than group averages in the second case.) In spite of the
range of these estimates, any of them would indicate a very substantial reorien-
tation of the population and a dramatic shift in the share of requirements for
jobs, shelter, and services from rural to urban areas.

Previously referenced projections of poverty by the World Bank, estimate the
number of urban households in poverty in 2000 at 74.3 million. The estimate of
urban population based on individual country total and urban growth rates
(54 percent of total population), would put the incidence of ucban poverty at 3
poor households per 100 people in urban areas. On this basis, even though the
incidence of urban poverty would decline, the number of poor urban households
would increase by over 33 million from 1980 to 2000.

Data on the household income distribution by country is very scarce and that on
urban-rural differences more scarce still. Furthermore, that which does exist is
not necessarily reliable. The World Development Report provides some limited
data which is shown in Table 1B-1.

The relationship between urbanization and GNP per capita is a fairly accurate
predictor of levels of urbanization in LDCs. In 1980, for example, overall
average actual urbanization rates were 36.1 percent of the population of LDCs

3See Table 3A~1, Annex 3A.
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whith less than 10 million population while the average predicted urbanization
rate was 37.1 percent. Projecting urban growth to 2000, however, on two
different assumptions about its pattern reveals a striking contrast. If urbaniza-
tion is projected by assuming a continuation of the 1970-80 rates of urban popu-
lation growth for each individual country, average urbanization by 20L. in the
small LOCs would equal 57.0 percent of the population. If urbanization is pro-
jected, on the other hand, by assuming a continuation of the relationship bet-
ween GNP/capita and urbanization plus a continuation of growth rates in
GNP/capita between 1960-1980 to 2000, the average percent urban would be

46.0 percent of the population.

The significance of this is that national population growth statistics and expected
low levels of expansion possnblhtles for agricultural employment make a con-
tinuation (or possivle acceleration) of past urban Lowth rates likely. At the
same time, an international decline in prlces of primary products, high levels ot‘
energy costs, and the general recession in national economies makes the con-
tinuation of the relatively high rates of economic growth unlikely.

TABLE 1B-1

HOUSCHOLD INCOME DISTRIBUTION

Peccent Share of Household Income
Cummulative
Median  Aversge Based Upon
Obser- of Obser- Average by
Low Yalue High Value vation vetions Quantile

Low Income (Nz6)

Lowest 20 percent 4.6 10.4 6.9-7.0 7.0 7.0
Second Quintile 8.0 11.7 10.2-11.1 10.2 17.2
Third Quintile 11.7 16.1 13.9 14,2 31.4
Fourth Quintile 14.8 23.5 19.7-20.5 19.4 50.8
Highest Quintile 42.2 59.2 49.4-50.4 49,2 100.0
Middle Income (Nz17)

Lowest 20 percent 1.9 6.6 3.5 4.0 4.0
Second Quint{le 5.0 11.2 8.0 12.1
Third Quintile 9.4 18,7 12.9 25,2
Fourth Quintile 17.0 23.9 21.4 . o2
Highest Quintile 38,7 66.6 54.0 53.8 100.0
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ANNEX 1C

FUTURE GROWTH OF THE LABOR FORCE;:
EMPLOYMENT REQUIREMENTS

The number of new jobs required to provide employment for the new urban popu-
lation and to reduce current levels of unemployment or under employment is
extremely difficult to establish definitively. The 1980 World Tables estimated
that the labor force would grow at an average annual rate of 2.3 percent a year
between 1977 and 2090 in Low-Income Countries and by 2.2 percent a year in
Middlg-Income Countries. The World Development Report, 1982 estimated the
potential labor force (percentage of the population of working age: 15-64 years)
in 1980 as 59 percent in Low-Income Countries and 55 percent in Middle~-Income
Countries.  These figures, taken in conjunction with population figures cited
above provides some basis for making a low-side estimate of future job require-
ments. These are shown in Table 1C-1.

The estimated requirement for 279 million new urban jobs is a low side estimate
because:

® it does not take into account the need to reduce current urban
unemployment;

e it does not take into account the normally positive difference between the
portion of the population in the labor force in urban and rural areas; and

e it does not take into account the relatively higher population growth rates
in urban than in rural population expected between 1980 and 2000,

An alternative estimate could be made assuming that the potential labor force
would remain the same portion of projected 2000 population as it was in 1980.
This procedure estimates total urban labor foree in 2000 at 1100 million and the
required new jobs as 603 million, which is likely to be nearer the mark than the
previous estimate. If the capital costs per job average about $10,000, invest-
ment resources needed to provide this many new urban jobs represents about
11.5 times the total gross domestic investment of all Low- and Middle-Income
Countries for all purposes in 1980, If the low-side estimate turns out to be
more accurate, the requirement would still be 5.3 times total 1980 gross
domestic investment.
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ANNEX 1D

FUTURE URBAN LAND REQUIREMENTS

In a recent report prepared by PADCO for PRE/H, "Urban Land Need Assessment
Methodologies," the populations of 40 major Third World Cities were reviewed to
project their future land needs. Since no maps or other physical data were
available, the projections were made using absorption capacity methodology and
data drawn from World Bank and UN sources and the UITP Handbook of Urban
Transport.

The cities were selected from Africa, Asia and Latin America and were primarily
chosen because there was data available showing populations and corresponding
land areas. Although the cities ranged in size from 250,000 to 10,900,000 their
mean size in 1975 was 3,600,000. They display a wide range of densities from
very low in predominately African cities to over 500 persons per hectare within
the city limits of Bombay. Where possible, all of these densities were measured
using the population within the areas defined by municipal or city boundaries
rather than metropolitan areas. This was done to more closely reflect actual
living conditions inasmuch as metropolitan areas can sprawl over vast areas at
low densities. Furthermore, metropolitan areas frequently have vague boundaries
making projections of densities inaccurate. Thus, the first column of Table 1D-1
population figures show the populations over which densities were measured while
the second set of population data show metropolitan populations. These metropo-
litan populations were used to project future populations and land needs.

The projection of future urban land needs shown on Table 1D-1 indicates future
land needs if the cities accommodate their future populations at their current
densities. In most cases, the physical areas of these settlements would have to
more than double if this were to be done.

The data from this Table show that unless means are fourd to increase develop-
ment densities, the additional land requireiments will be very large. For the
cities shown in Table 1D-1, urban population is projected to increase 3.54 time~
while urban land requirements in square kilometers increase 2.84 times. Thus, it
can be said that a 1 percent increase in urban population will increase land
requirements by 0.8 percent, assuming these cities to be representative. On this
basis, land needs for total urban population would increase by 142 to 160 percent
of current urban land.

The data in Table 1D-1 can be used, also, to show that .06 km?2 are required
for each thousand new people. On this basis, new urban land requirements would
range from 40.8 thousand km? to 105.3 km2, with accompanying urban services,
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TABLE 1D-1

PROJECTED 2000 POPULATIONS AND LAND NEEDS
IN THIRD WORLD CITIES

POPULATION ) LAND POPULATION 2 GROWTH 2000 GRONTH LAKD

iy {0009) AREA DENSITY 1960 1975 RATE PRCJECTION RATE NEED
(rrz) (P/HA) (000s)  (000S) (%) (000'S) (1) (k12)
ABIDJANe oo 1750 135 130 330 950 11,158 5750 7.47 370
AWEGABAD 1588 93 171 1181 2063 3.79 5502 4.00 201
ALGER® 943 210 45 871 1179 2.04 2651 1.6 378
ANV RS 1270 48 265 650 1725 6.72 5262 4.%6 134
ALEXIL'DR A 2118 193 120 1500 2447 3. 5599 .37 262
BAGUIAD o 2260 139 163 98] 3433 8.69 10907 4.72 460
BrusnQre 2050 29 70 1710 3217 4,43 11030 4.97 1M
BClAYe Jeap 68 565 4050 7094 3.79 19065 4.03 i
BOJATA®e 2818 {KD 215 1662 346 4,92 9527 4.19 2bé
BULCS AJRES® 2972 200 149 6700 9332 2.23 13978 1.63 i
CAFACAS® 1800 ' 112 161 1283 2673 5.02 £0p3 3.2 205
CAIRQCe* 7000 297 236 m 6932 4.25 16398 3.50 4C2
CASAILANCA 179 113 158 S617 1856 4.44 5248 4.2% 214
CALCHTA 4200 127 n 5500 807 2.59 19663 3.2 350
CC. 030+ 559 37 151 503 655 1.78 1269 2.68 4]
CO10% U m 47 24 N0 200 5.20 826 5.19 223
DELHY 4044 14€4 27 2263 tiB9 4.61 13220 q.4?2 3204
FRELTOWN 128 35 Ky 100 350 6.6 1320 6.7 263
HC'G 2 0NGe 2808 75 374 2706 4010 2.66 5515 1.28 40
ISTALBUL 8800 1054 83 775 2064 6.75 8284 5.72 752
JAARTA 5000 369 136 2702 5563 4.97 16933 4.53 £37
KATDALA 132 268 12 129 590 7.50 2506 7.50 1547
LARKIK ] o0 4000 2N 169 1848 46€5 6.06 15852 5.2 675
K IKSHASA 1323 202 65 451 2049 10.62 91172 6.15 1078
LAGQS 1500 70 214 17% 2064 6.75 9437 6.27 Jag
LIMA 3600 164 220 1784 390} 5.3% 12130 4.64 37%
HADRAS® 2470 128 193 1706 3748 5.39 10375 4,16 33
MENTLA 3900 600 65 2240 4444 4.67 12683 4.28 1768
MEXICo CITY 9000 1500 60 4910 10942 5.49 31616 4.34 jeee
M3NTIVDEO 1100 58 190 1159 1559 2.00 2223 1,43 35
NATROB] e 509 509 10 212 741 6.91 13N 6.25 2530
0ut5503UG0Us e 135 30 45 13% 250 8.01 787 5.90 119
RASGOON 1927 120 161 992 2649 6.2) 7312 4.5) 307
RHC 0L JANEJRO* 1805% 130 139 4392 8328 4.36 19383 3.e8 796
SANTIAGO 3700 250 148 1876 3063 .32 5119 2.08 139
SA' PAULGC! 5241 857 61 4383 9965 5.63 26045 3.92 2629
STouL 5%10 367 150 2361 7286 7.80 18711 l.g4 761
S, WGAPCRE 2100 61 Jaa 1133 2027 3.95% 3029 1.62 29
TEVTRAN 3600 350 103 1870 4435 5.93 13785 4.64 %09
YAQUNDE e 267 14 189 206 617 5.64 1849 5.64 65
MLAN 2752 154 5.29 9738 4.34 69)
JANDARD DEV 2174 m 2.16 7268 1.82 848

. Cities in which densities and land aress cover the municips) boundaries only. Metropolitan populations are higher,

. Data from lational Urban Policy Study in Cgypt.
*** Data from World Development Report, 1982, The Wor)d Bank. Population prcyections are based on 1960 and 1980 populations,
***¢ Dats from Pecent Shelter Sector Assessment and Wor1d Development Report, 1982.

Source: UITP Handbook of Urban Transport. International Unfon of Public Trensport, 1973, Brussels; Glcbal Review of MHuran
Settleronts: Statistical Annex; World Ueveloprent Report, 1982, and PADCO analysiy,
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ANNEX 1E
FUTURE URBAN SHELTER REQUIREMENTS

Shelter requirements would represent a large portion of the needed new capacity.
Assuming an average household size of five people, the net increase in urban
population of from 1,560 to 1,755 million would represent 312 to 351 million
new urban households.

As indicated earlier, the World Bank has estimated the increase in urban house-
holds in poverty to be 33.1 million. The cost requirements for providing each
urban household in poverty in 2000 with a basic unit of shelter would be
116 billion (1975 US$) using World Bank estimates. The regional breakdown of
these estimates is shown in Table 1E-1.

The National Urban Policy Study in Egypt estimated the per unit costs of pro-
viding both rehabilitation and new units (in a ratio of 1.38 rehabilitated units to
1 new unit) to be L.E. 1,085 (1979 prices) or about $1,200 (U.S.) to create
or rehabilitate the needed housing.  On this basis, total shelter costs would
range from between about $374 billion to $421 billion. It is expected that a
large share of these expenditures would be private rather than public in origin,
of course, but would create nevertheless an enormous social requirement.

TABLE 1E-1

THE TOTAL INVESTMENT REQUIRED IN DRDER TO PROVIDE EACH HOUSEHOLD
LIVING IN POVERTY IN 2000 WITH A BASIC UNIT OF SHELTER
(billions of 1975 U.S. dollars)

In In
Region Urban Rural Total
Areas Aress

Latin America & the Caribbean 62.0 7.0 69.0
Europe, Middle East & N.Africa 11.0 J.0 15.0
Castern Africa 6.0 5.5 11.5
Western Africa 4.0 2.0 60.0
South Asia 25.0 20.0 45.0
Cast Asis and the Pacific 8.0 8.0 16.0

Total 116.0 45.5 161.5

Source: "Shelter, Basic Need Series, World Bank, 1980, p.
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ANNEX 1F

FUTURE URBAN WATER SANITATION, OTHER PHYSICAL
INFRASTRUCTURE, EDUCATION, AND HEALTH REQUIREMENTS

The World Bank has estimated the total per capita costs of alternative types of
water supply and sanitation as shown in Table 1F-1.

To serve the expected new urban population (1,560 to 1,755 million people)
completely with house connections to water would cost between $187 and
$210 billion in 1978 U.S. dollars. If only standpipes were used, the costs would
be reduced by two thirds to about $62 to $70 billion. Since a mix of solutions
is more likely, the actual cost requirement could fall between these extremes.
There would, of course, be additional costs to make up for current deficits in
service (about 280 million out of the total urban population in 1980 of
880 million). These would range from about $34 billion to about $11 billion.

Data on sanitary sewage disposal costs and differences in urban/rural access is
not widely available in comparable form. The World Bank has estimated per
capita costs for providing sewer service at $250 in 1978 U.S. dollars, a septic
tank at $100 and a latrine at $30. On this basis, the cost requirement to serve
the potential new urban population with sewerage systems would be between
$390 billion and $439 billion. Analogous costs for septic tank solutions would be
$156 billion to $176 billion. The National Urban Policy Study (NUPS) conducted
in Egypt for AID provides an alternative estimate based upon requirements for
adding to existing systems, making up deficits, and rehabilitation of existing
systems on a year 2000 urban population basis ($92 per capita in 1979%). From
these estimates, the total cost for sanitary service would reach about
$163 billion, for a mixed technological solution, including costs for making up
deficits.

Excluding costs for housing, water, and sanitation, NUPS estimates for other
physical infrastructure and education and health facilities was $586 per capita
using total year 2000 urban population as the base. Accepting this parameter to
provide order of magnitude costs, suggests a total requirement in these cate-
gories of between $914 billion to $1,020 billion to serve the year 2000 total
urban population of 1,560 and 1,755 million people respectively,
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TABLE 1F-]

CAPITAL COSTS PER CAPITA OF ALTERNATIVE TYPES
OF WATER SUPPLY AND SANITATION
(1978 U.S. dollars)

Type of Service Urban Rural
Water Supply
with house connection 120 150
with standpipe 40 40
with hand pumps - 25
Sanitation
with sewerage 250 250
with septic tank 100 -
with latrine 30 20

Source: "Water Supply and Water Disposal
1980, p.16

" Basic Needs Series, World Bank,
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ANNEX 2A

URBANIZATION AND GNP PER CAPITA

The strong positive relationship between higher levels of urbanization and GNP
per capita has been documented repeatedly over the post-war years. One of the
most extensive empirical investigations of this relationship was conducted in the
mid-1970s by Hollis Chenery and Moises Syrguin for the World Bank.4 In this
study, the authors reviewed data from 101 countries for thirty variables repre-
senting development processes. The data base contained over 20,000 obser-
vations.

The equation, which they estimated, related the present level of urbanization
(the percent of the total 5population residing in urban areas) to GNP per capita
and total population size. Their estimates showed that the level of GNP per
capita was a powerful explainer of urbanization. Table 2A-1 shows some sample
calculations from their report for a country of 10 million at various levels of
GNP per capita (in 1964 US$s).

More recently, the relationship between urbanization and GNP per capita for all
low- and middle-income countries was estimated for a report prepared for PRE/H,
"