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A.l.D.;

orIsl~~lC RepuDlicthe

illdTED STATES Of .~'vlEF.lCA

Presidentthe

thereunder, requires an agreem~nt providing

~'t::S><.S-.5J the Prost-am Agreement, prior tu arlY disburse.ment of u.s

29, 1908, enterec i;;to a Prograrn Grant AgreeJ:1ent enticlec "aala:lceof

rE-rerreo :.0 as (.:-1E "Gran~C:"en) Cine che Uni~ec Stat:.es or ';-"-_~:i-(:a, a-ct:.in~

NCA~, THEREFORE, the Grantee and A.I.D. agree as follows:

undertake the necessary policy nne procedural steps to establish a

Special D€velopr.ent fund to be enterea into

~vn~~~S, pursuant to that Program Agreement, the Grantee agreed to

ana comrr.unity based organizations, ~Ia;

Special Developr.ent Fund to support the st:.rengthenlng ot

th:o~Sh the Agency for :n:.ernational Developr..ent ("A.I.J."),on

Payr'",ents Support and Special Developme.T1t Fund·, ana;



instl~~:ionalize an indigenous ~e[it-DCsed gran: ~ak:~; ca~~cl::

poss:.:-..;le after: rraking tne initial local currency deposit into the

ttle GOP and its PC-l/P-,DP/Mimsterialprccess, to s:reng:r;E::n C;;E::

- .
.L!r9cnj~Zs.ana monitoring capaDilities of Non-GovernmentaL

In developrrent ana community par:lcipatory develo?cen: acclvi~ics l~~

account as set fOrth later in tr-.ls AgreeIne;lt, will issue a aecree rCrl:',ing'

socIal sec~or. 7'"e GOP during t;-;e course of t.he progra.-:-, and, as soon

pr.ogral:7,lng

or enaoling for~ationof a private sector implementation company (priva:e

cOJ>pany) and appointment of a Board ot Directors dedicated to

Nws ana to carry out the purposes of the Special Development Fund,

Agreement. \ A. 1.D. will undertake a grant in the amount of U.S. dollars

thirty million to Pakistan conditional upon execution of this, Special

Developrtent runa Agreement (SDF Agreement) including the Grantee's (1

agreeing to transfer 520 mi.llion Pakistan rupees to the, Fund in

arulual installments,as prescribed in Section III C.2.a.

ana (2) deposit of the initial installment of Pakistan rupees

A private corrpany ',..,ill De formed to manage the Fund. A Board of

Directors of this private company will be responsible for furnishing

policy direction and will consist often private sector,I1otables
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thrEE gOf/ernrnen: representatives. The pr iva te companj' '''''''"11.1 SO':"lCl L.,

review, select and rrorntor grantees. The prl'la::.e compan/, subject u)

graJ'1t-by-gran: prior approval by the Boara of ;)irE::c~o[s",,;~ II "a'/e

autonomy to ITaKe grants :0 NGO's in general a;:cordance ',·;it:--J trle

provisions of Section III of this Agree:'Tlent. 'The purpo$e of the support

provided througn SDF is to make funds available for the a.bove describBd

ane acti\lities which at present ~)ave relatively low' priorit.y

ane/or are too s,na11 or remote to have access to· thE: nor;r.al government

buaget.s.ry process" 'The SDP program constitutes a significant: policy

init.iatiVe. The estaolishment of the Fi.md will be a precedent:. setting.

cor::;-:-,it.ment to decentralizea Qevelopment tinar,cing anG w'i11 assuregreate'r

allocation of local resources to NGOs and .community adrrtinistrativeuni~'s

for \Ai'1D and cOffiunityparticipatory aevelopment:. activities in thesociai

sector.

l:t is understood that not less than Pakistan Rupees ~20;million

devotea to the uses as set forth in this SDF Agreement.

Grantee may include this SDF activity within a broader prog.-:-aID,the

Grantee agrees to ~aintain a special account

which is maintained and allocated solelYJ'for

this SDF Agreement.
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for purposes of t.he program, NGOs are tr;ose varie-us .:.ncige::ous

institutions outside of puolic adT,inistration t.hat contnDut.e to

aevelopr,er.t researcr., prograJL preparation and service deli'lery a: t.t:e

i i1t.erQeciate ana local le\!el. 1:1is oefinl t ion i:-1cluces all. non-p_rcti ~

voluntary agencles provloulg de,,lelopmem.. services ane esta::>Iis:,ec ou:siae
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B. .l>,bsorptive capacity of the NGO Comunity

organizations, service ane social clubs, research instit.utes, and

the government. This definition also includes a ·.... ioe var iety of agenci'25

NGO.

Despite its considerable potential, the absorptive capacity of

Pakistan's NGO community remains limited. Early grants under·theSDF,

therefore, will focus primarily on strengthening indigenous NGOsas

as supporting specific project activities. SUch strengthening grants

be useci to finance a wide range of activities including training,

infrastructure, recurrent

assistance.

charitaole and neighborhood g::-oups found throughout the country.

registration with A.I.D. is not a prerequisite to being included

and institutions such as cooperatlves, professlonal and special intetest



.;... , ......~ ...
n', ..... ~_:. f"r.-.1.

.,... , :...
,-,',-

InCl;enous NGOS, (~) f:Io\'iae, on a

-excrange ot Views ana eXE--..er iences between NGOs, (G) provicea aata ::;'~c'2

to :ws re donor progra'1'.S and finanClng a·.,railacility, teC[:J:lcal

re~.:~s anc

to t<CXJs ..

To .r ~~:riE:r: aacress ~hlS aCkno'W"ledgea cet ici-enc:y lD absor?~ive capac~Lr~:,

the :=::plementing Organlzation will De expect.ed Quectly to involve it.selr

lr! 1;::-.0 st:rengt:r:enlng throdgn proviSion ottechnical assistance (on a cost

rei~Dursable basis) relevant to proposal writing, Duageting, cost

w:-:e:--€; ='~.iaila;:;le, l~te:'"!7'rediary orf ices or o·rgcnizations rnay be. utili'zed

t.he :-71€chanism or grant coordination. ~portunities for using

irr:er::P-Clary organlzat.ions exist in the PunJab (thro,lgn the ~:.inisi:rY

SGCla~ Welfare in support of social welfare agencies), in Sine ana

BaluchiSta~ (through the highly trainea COmmissloner/Deputy COmmissioner

Civil service in support of Union COuncils and village committees) and

through some overbranching NGOs such as SinO Rural t,.«)rkers Cooperative

(lrganization., A:i+JA and Behbua.
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is also expeo~8~ tha~ the SDF ~lll fund specifIC pr

orgamza:lOns rec.uir:cng strengt.hening in oraer to _

organIzational sense of aevelopment parclcipation ana s~~.w~~w.~~

NC..c·cons:.ituency. The proJect. grant ac:.ivi ty, acolla~E:ral

grant or provlsion of :ecnnical assistance will aeer

C.

Pakist.an IS Cl'lil aarrllnisrraclon ana electeo local rxxEes

arrple opporcuni ties t.o werk wltn local government/cOIT:!71Um ty-basea

adli:imstra~l\le unIt.s. Below the Provincial and Divisional levels,

are approxi,nately 86 District COuncils with va ..... ying capacities ana

experience in aevelopment administration. The District councils,

a[~ corrprisedif approxImately 4,106 Union Councils, with each

Union COl1'lcil provicing services for approxinately 3-10 villages.

Union COU11Cils have had access to modest development funaing and nave

greatly varying caracltiesto aeliver development benerits.

village, there ITay be a village comrr~ttee which,. although not a of

t.he formal aaministrative struct.ure: nay be capable ofrespc>nsible

utilization of rrodest funaing. Villages frequently consist of 3--4

waras. Although experimentation with ward-based support is possible,

would appear that ware level aevelopment programming is

the SDF.
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progra~.ing at this level.

,... c.'· ='-r Cor....... _ ...._~ \....J

;.

deVE ~~:J~~~Enc..

Union Council may be the appropriate point of SDF aarrinistrative ~ontact

smaller causeways. 'IheDeputy or AssistantCorrmissioner or Chairrran,
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for prograrnrr~ng at this level.

determined by the Union Council. Modest technical assistance, if

execution of small sub-prOjects is uncertaKen by a Project Corrrnittee,

Development Department (LG&RD) oversees funding in monitoring. The

requir.ea, is providea by the Depart:mental

In almost all instances, the sUb-projects are modest, e.g. srrallgravity.

flow arinklng water supply schemes,' hand p..unp schemes, roughroaas,'

2. Union Councils: 'Ine Provincial Annual Developrr€nt Plans

benet its .wi th the cilssolution otthe National Asser~.Dlj

tomelnbers of the Provincial ana National Assernblies jij:".lr~isheci somewha:.
. .

the J.mport3J1ce of'::he District Council as a proviaer or: ce..·2lop;:-er:t

been ciscontinuec:. The Deputy coonissioner or Chairman, Dis::.nct.

provide tor very modest block al1OCat. ions for Union Councils for

may be the appropriate point ot SDF aam.lnlstrative contac:: for

Annual Devt210pment Plan. The 1985 decision to provide ceveloprrl€m:: funas

prOjects through funas maGe avallable to them ttrougn cr:e ?[~vlnci~~

Pl0.Yec a major role in implementing '::Ol.lJTiUnlty



3. village COJT'JTuttees: Withln many villages, t.;""lere are

villagE-casec cOflmunity organizations (I.sla1i CO;:U-;,lttees, ~ala::l

Tanzeer:-:s, Ber;DUG Comrni t. tees , small cooperati \,les, '::t.c.)· wr.lc:-;a:-2.

by local resicients to implement small-scale oevelopment aC:'lvltie.s.

lnese organizatlons rray or may not be registerea. Theseorganizations

solicit perioeic contributions trom villagers -to undertake srrail

ac:i-d:les suer: as construction or irrprovs"7.e:lt of katcha roaas,

of loc:;.l streets! installation or srraH pipelines, lining OLwate"r'

courses, repair ane maintenance of water courses ana arains

Depenciing on level of sophistication and accountability,

orgaolza:ions I:cY be candiaates for direct financing by SDP

fina!1Cing through local administration (Assistant Cormnissionei

co '. ,
·l'TtTI11SS10ner) •

'111e iru'1u.i7:eraDle Village Committees, more than 4, UOO Union Councils

District. Councils provide both an opl;X)r-cunity ana a challenge.

existence of a highly developed aaministrati,:,e/elected

structure provides important access points for funaing. of

initiatives. The greatly varying levels of financial and

experience, capacity and responsibility, however, require the

circw11.spection in selection ana monitoring of' grants to such

cormnunity-based organizations. Technical assistance in

fOtential gra'1tees may prove important. In aadition, the sheer

potential applications for grant support from such organizations
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a neE:c tor ca:et allocatIon of SDF assets, lest tr18 t,G(j compom::nc

una~ly suffer. It may be appropriate to start a grants progra:~

COJTJ;;Unlty oasec aOIf;lnistratlve unIts on a pIlot: De:.S1S \:.:::- ::>:::,:::.':.er

etfectiveness of this ~rant mechanism and to estaol

aer:-ianc upon the fund.

TT""r
..:... ..... ~. PROG?P~ DESCR:?TIO~

e goal ot theSDF PrograITt is tO l ~pro'/e t'be quality of of

neglect.eo s~lT:ents of the Pakistani fX)pulation. 1he prJ.mary purJ.X1ses are

t.o: (1) s:rengtnen the contribution of NGOs and canmunity-basea

adritinistratlve units to irrproving the status of women, and to cOITul1unity

participatory aevelopment in the social sector; (2) institutIonalize an

indigenous merIt-based grant-~aking capacity in Pakistan; ana (3) promote

institUtional reform through decentralized prograrrrning for, social sectors

which fustorically have haa limited access to the benefits of the

Goverrnnent's central development financing.

B. Achiev~~ents:

Expectea achievements under the SDF Program inclUde:
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1. .Fund Activi.ties

in the social sector .

3. IncreaseG utiliz,ation of aecentralizea

1. C:eation of one inalgenous

Operation of the SDP Prograil1

2. Increasea funaing forsocial sector 'ac.tivit.ies.

. ;

4. Increasea NeD and cOfTlmunity~baseaaemand

5.,' Strengt!ienea ana increased NGQ:, ana

aarninistrative units

'IheFuna, through its irrplementing

provide grants and technical assistance toNOOsarid' cOl:mmu'ii

sector • Projects are tab€: dernanc:kir-iv;m ana,

a.reas of wID .ana community-based, particj~patory dE!ve~lopment:,.

decentrs.lizea,development ,progr.a::ning.

progra'7ir:ang ror Lhe, socls.l sector.

process.

social sector 'prograr.1Jning outside the

'adrriinistratlve unit; and (2) support meritorious

.' _.I.----.----......·~··-····-



ot

a.

- .
of Rs .105 million each shall be mace .00 the

't>e used f 0r the· same purposes as

the act.ivities or th~ SDF. The first installmen~ ofRs.SO

shall be aep::>sitedin' a special SDF designatea account at

the Board of Directors may eventually consider conv'ert.ing'all

days ot the signing of this agreernenc. Asecond

be deposited within 240 days. Four'

'The Grantee will proviae, over the life

the SD? to anendow1Tientor ,alternat.ively, enoow'one or

activity, not less thanRs.520rnillion, in annual

of the signing ot tJ-iis agreement.. Any interest or

dep:::>sited in this account shall be considered part of

rur-tner' the~:---SDF rn.a.Odate.

Based on experience with aisbursement defiland ana tund ra.ising

a consicerable range of NGOs ana prOJEcts which cOllia DEcCi!~.;::s:::ar,c_

ca.ndidates.

S?02CLI lea at this time. 1he expE:r ience of other Gonors, cont-irrrea'

1986USAID-funaea ICf<.'r-J stuay otpotential

u;::.,. .-.-.:



Functions of the Private Company

c. Implementing Organization

into the following basic categories:

The functio~s of the private company will tall

PoliCY Bo~rc (Boaro of DlreCtOr~)

The Funa is to be wanagec by a non-governmental body

aedicatee to NeD SUppJrt. A private corrpany will be formed tornanage the

Fund.

COr:parli'·

from the GOP aIle the private seceor cOlTiITlumty. The Bc"..rc will, 2if:'ong

bemaae Dj tr-,e private COlTif'Ony ana ensure account.ability of the pri'v'ate

of funesto the private cornpany for grant making, approve all grants to

other things, provide periooic policyairection t.o the 11plementing

Poll.cy Board (Boarc of Infectors) COl";prlSec ot: :-:lgl: 1:,:',',:::1 repr",sE:m,at::.'v''=s

process of selectlon of grantees, approve per icYiic (E. g. ::::.r..fltial) release:3

Organization (private company) I approve the selection Crl':eria 2inO



(0) Developr.ent of select.lor. crl:'cria, s02lecci:JE "
process am grar"! t-ma:: HIg instruments for approval D]' ::'~,'2 :;06. co ot

DlreCLors. A. I .D. is prep.:ireo, upon request, to 3551S: t:-:e =q:'_,=,F,,;,-n~in~

Organization. AID Handbook 13 grants, as well as ot};er g::-an.t moaels

(e.g. Ford Founaation, Beer Founaation, lilA? ano the Aga K,an Founcation)

may be used as gUloa.'1Ce for these purfX)ses.

(0) Grdnt-tvaking: To incluce sollcitat.i..qn ot

grant pro.!?Osals, receiving graT1t proposals, processing ane revie;,hng

grant proposals, selecting grantees, aisbursins aavances ana other LunGs
to grantees, mor:.itor lng grantees and reporting to the Boara of Di.rector·s.

(c) Technical AssistaT"lce: To include provioing1

directly or through subcontract, assistance to potential and actual

grantees, e.g. p:oposal writing, organizational registration, development

of financial/monitoring capacity and support tor specific projects.

(0) Fund Raisir.g and ?Ublicity for SDL

(e) Special Reports: To incluae

directly or through Subcontract, reports in respol1seto requests of the

Board of Directors, e.g. sector assessments, activity areas, tracking of

nlli~r ana gender of oeneficiaries.



d. AccOUntability

activities, including costs of SDF a~inistratlon. ~cco~n:aLtllltlr -~iil

De achieved cnrougn (a) Grantee 0versignt ~~c (0) the prlva:e company's

rronitoring of grantee financial reports and activitieS, e.o incluae

perlocic auoits or grar:t.eE- recoros as requirec. :r:ere "':'_.l. :JE: 2::T1 a:ljlU21

:i~ancial audlt of the Special D€velop~~nt Fund by an i~~ep€ncent local

PUOliC acco~~tant (selectee by the Boa~d of Directors alQ financeafrom

the SDF}. The resultant annual audit repJrt will be proVlc::ed totrJe

Board of Directors and to the Grantee. The gra~tee proposal format ~ill

r~iire that conflicts of interest (institUtional, farr~llal ale

financial) be fully oisc10seo.

J..n a:-'.u~ual report of SDF activi ties shall be furm.she6 to the

3. A.I.D. and Grantee Responslbili:ies:

The SDF program constitutes a significant poliCy

The estaolishment of this FW1d is a precedent setting GO? corrmitment

decentralize d~velofIDent financing. By making these funds available

NGOs and commllility administrative units outside the established
PC-l/ADP/Ministerial approval process, the Grantee

its traditional control of develo~t activities.
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T'he Gran~ee sna.ll take ~hose ste,ps necessary co assure tha: I In

accor~ance ~l~h Section IIIC.2.d. aoove, (~e alr~~al

;. Selection ot G~a~te€s:

a. Eligloillty of non-Pakistani PYas:

U.S. ?\{)s are not precludea from a~lying to tbe SDP

for the rU?2e funding of a proposec proJect. As required oy ~'1e

Government of PakIstan a U.S. PVO ana its proposed proJect will require

approva' oy the Government. of Pakistan. Other foreign-based PVCS will

not beellgiDle to recelve funaing from the Rs. 520 million aedicatedto

tbis progrCLll.
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AOJ:,inlstrative Units:

The eligibility criteria for lnc1geno:...~:~G0s c..l0

community-based ad;Tlinistrative units will be aeveloped Dy dle priva:e

COQ~lY for approval of its Boara.

selection Process:

The selection process shall DE: oevelopea by the

private cODpany for approval of the Board of Directors. A numt~r of

institutional !\locels will be reviewed and technical assistance proviaeot

as neeaeo. Factors to be consiaered incluae:

i. 'The selection canmittee :is to be drawn from'

officers and staff of the private company.

ii. The selection process must provide for full

disclosure or potential or actual conflicts of interest, ana address

concern.

111. All selection committee aeliberations

decisions are to be docUmented in writing.
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c. Selection Criter-ia:

'The organ.· l' za;- I' on 'WI' 11 ee"e) "'D ::::o=.l":"C-· ,'"'>n r-,..-, T" ~C r' 'co ;-',.- r_ '-. _ "...1.."-'.,:.- _'- '- _.L ...., •• '-':.L..:.L • ....,J_

~he approval of the Beare. A balance is sought :0 2€ stn.:,::x Ge:':',vE:si":

ObJEctive ana subJective crIteria.

D. Fl..:nd Inputs

Technical Assist.arlce/Training

Technical assistance will De requirea

indigenous private organization with the requisite conceptual

to acmanis;:er a social sector grants prograIH and aadress WID concerns'.

Developing these capacities may require short-term expatriate technical,

assistance which, $ubjectto availability of fundS, may be provicieq<'by'
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prosr~, ;-7"2r:.ageri!cfl ~, f 1nancial rranagEftien t, .aCCOL~nc. in'~, ~-.c.r:l.:.~!: :.n-:; iii:·;:

"Within ?'akistan. The skills are generally avai 1ao1e,.;i tr-'lr. ?aK 12::an -
- I

1I necessary! hIT,itea short-term tEchnical assistance ana Out of cotJm:r::l

training r,aybe necessary to supplement:. lncigenous capa.ci:::.

~!U:.hoGS~ it is iJ"lPOSS10le- to aeterrr~rle lrl aa~;/ance wnc: aae:.. t.lonal

t echrli C21 assistance requirement rnay DE needed to strengthEn Nc..~s

COf.1IT1Urll:Y aCIninistratiPje units ana to support specif.1C gre.!"""rt. activitIeS.,

it is ex?E'c~ec. t:~ac. t.!:e cOi7!pdIly "Wlll provide technical asslstar1ce t:,rouS:1

its own resources or obtain these resources by contract.

In limited cases, U.S. and third country training may be required for

these purt=cses and rray be procured as aescribeo aocve. The A."I..D.

Project Design a~c ImplErr~ntation Fund (391-0470) a~a DEvelopmenc SUpport:.

Tralr1lng ProJect (391-0474) on a funds avallable basis, IlLy, in an

appropriate case, be used to fund oollar costs required for such

TA/training assistance.
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