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PROJECT AUTHORIZATICN

Cooperating Country: Swaziland

Project Title: Family Planning Endowment (FLAS)
Project Number: 645-0237

1. Pursuant to Section 496 of the Forelgn Assistance Act of
1961, as amended, the Foreign Operations, Export Financing, and
Related Programs Appropriations Act, 1991 (applicable pursuant
to P.L. 102-145, as amended by P.L. 102-266, the Continuing
Resolution for FY 1992), and Africa Bureau Delegation of
Authority (DOA) No. 551, as amended, I hereby authorize the
Family Planning Endowment (FLAS) project (Project) for the
Kingdom of Swaziland, involving planned obligations of not to
exceed One Million Six Hundred and Eighty One Thousand United
Scates Dollars ($1,681,000) in grant funds from the Development
Fund for Africa (DFA), over a one-year period from the date of
authorization, subject to the availability of funds in
accordance with the A.I.D. 0YB/allotment process, to help in
financing foreign exchange and local currency costs for the
Project. Except as A.I.D. may otherwise agree in writing, the
planned life of the Project is tharee years from the date of
initial obligation.

2, The purpose of the Project is to assist the Family Life
Association of Swaziland (FLAS) to sustain the provision of
improved and/or expanded family planning services. To this
end, the Projerct will capitalize an endowment for FLAS. FLAS
will invest the endowrent principal and use the income from
these investments to improve the quality of its current family
planning activities, initiate new activities, or both, in
accordance with the goals set forth in its long-term strategic
plan. All Project funds will be provided to FLAS to establish
the endowment pursuant to the terms of a grant to FLAS.

3. The Grant Agreement with FLAS, which may be negotiated and
executed by the officers to whom such authority is delegated in
accordance with A.X.D. regulations and delegations of
authority, shall be subject to the following essential terms,
conditions and covenants, together with such other terms,
conditions and covenants as A.I.D. may deem appropriate.

a. Source and Origin of Commodities, Nationality of
Suppliers

The source and origin of commodities and the
nationality of suppliers of commodities and services financed
under the Project shall be in accordauce with DOA No. 551,
Section 5F. Accordingly, commodities financed by A.I.D. under
the Project shall have their source and origin in Swaziland,
the United States or any other country included in A.I.D.




Geographlc Code 935, except as A.I.D. may otherwlse agree in
writing. Except for ocean shipplng or as A.I.D. may otherwise
agree Iin writing, the suppliers of commodities or services E
shall have Swaziland, the United States or any other countr>

included in A.I.D. Geographic Code 935 as their place of

nationality. Ocean shipping financed by A.I.D. under the

Project shall, except as A.I.D. may otherwise agree in writing, .
be financed only on a flag vessel of the United States.

Procurement of commodities and services shall be from the U.S.

to the maximum practicable extont, except as A.I.D. may .
otherwlse agree in writing. A.I.D. may apply the foregoing
source/origin/nationality rules to procurement financed with

income from the endowment esft.ablished under the Project.

-

b. Covenants =

The Grant Agreement with FLAS shall codtaln, in substance, the
following special covenants, in addition to any standard

covenants deemed appropriate: Except as A.I.D. may otherwise
agree in writing, -

(1) During the life of the Project endowment principal
shall be invested only in Swazilana securities;

(i1) During the 1life of the Project A.I.D. approval
will be required prior to investment of endowment principal,
and independent, licensed financial advisors must be consulted
prior to investment in any investment other than bank
certificates of deposit or comparable fixed interest
instruments; =

(1ii) Endowment principal will not be invested in any
firm engaged in the manufacture or sale of military or police
equipment, including weapons, explosives and surveillance
equipment; abortion cervices or abortion-related equipment;
weather-modification equipment; or alcoholic beverages, tobacco
products, or gambling equipment or services, unless the sale of
such products or services is incidental to the sale of other
products or services; .

(iv) Endowment principal may not be used for any
purpose other than investment;

(v) Endowment principal and endowment income (unless
reinvested as principal) will be kept in separate accounts and
separately accounted for;

(vi) Endowment income will be used by FLAS for
purposes of direct and demonstrable relevance to family
planning in Swaziland, and during the life of the Project
activities to be supported with endowment income shall be
subject to A.I.D. approval; H

(vii) A.I.D. may dissolve the endowment at any time 1if
evidence exists that either the endowment principal or
endowment income are being abused or mismanaged, or that

\



endowment income 18 no longer being used to support family
planning in Swaziland;

(vi11) 'After tHe end of the Project, FLAS may dissolve
the endowment and use the endowment principal for family
Planning activities only with the prior written consent of
A.I.D.; and :

(ix) FLAS will ensure that the following requirements
remain in effect after the end of the Project: (a) that the
endowment principal continues to be invested in appropriate
investments, (b) that endowment income 18 used for activities
directly related to family planning (excluding abortion), and
(e) that A.I.D. receives audited annual reports on endowment
investments and the use of sndowment income, and
accomplishments and problems related to such uses.

(MAA/{L rosto -

Charles Brooks
Acting Director
USAID/Swazilend
September &q, 1992

Clearances: Jay Anderson, RHDO 025 Date
Jack Royer, PROG A Date 142
Edward Baker, PDO/PEO ,& Date
Elizabeth Palmer, A/CONT QLféi Date 2
J. 4]

Michael Kenyon, RCO Date 2%
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ACTIOR MEMORANDUM FOR THE ACTING DIRECTOR, USAID SWAZILAND

OM: Edward Baker,'PD/PEo
SUBJECT: Family Planning Endowment (FLAS) Project,
(645~0237)
PROBLEM: Pursuant to Africa Bureau Delegation of Authority

551, as revised, you are requested to approve the
attached proposal for the subject project and authorize the Family
Planning Endowment (FLAS) Project with life-of~project funding of
one million six hundred and eighty one thousand United States
Dollars ($1,681,000) in grant funds from the Development Fund for
Africa. $1.681 million will be obligated in FY 92.

DISCUSSION:
A. Background:

The recipient of the grant, the Family Life Association of
Swaziland (FLAS), is an NGO duly registered with the Swaziland
Council of NGOs and with AID. Family planning has been FLAS's
principal activity since the Association's founding in 1979. As
such, FLAS currently accounts for an estimated 30% of Swazilands's
couple-years of protectlon. FLAS's three clinics currently provide
family planning services, sexually-transmitted-disease counselling
and treatment, pregnancy testing, Pap smears, and, less frequently,
adolescent-sexuallty and infertility counselllng

FLAS has worked with Swaziland's Parliamentary Commission on
Population as an advocate for national population policy and
contributes to, public awareness of family planning and related
issues through its three weekly' radio broadcasts and through
lectures and discussions with various community groups.

The organization also promotes informed, respon51b1e sexual
behavior among teenagers through Family Life Educatlon in secondary
schools, has initiated a small Communlty Based Distributio: Program
in five rural communities; and is working with rural women's groups
in a pilot program, counselling them on dealing with personal and
family problems, including family planning.

In 1985, FLAS initiated and is now successfully implementing the
AID—funded Family Health Services (FHS) PrOJect which seeks to
improve the quality of FLAS's clinical services; set up family
planning programs in 1large industries; expand and improve
information, education and communication activities related to
family planning; and improve research and evaluation capability.
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B, Project Develoruent:

The need for a dependable source of working capital to sustain an
improved and/or expanded program at FLAS has been apparent to FLAS
for some time and was the basis for development of the proposal.
The proposal was developed in close collaboration with USAID, which
funded a study by the local office of Price Waterhouse to examine
the contribution which an endowment might make to FLAS's program.
The advice of the AID Regional Legal Advisor and, Regional Contract
Officer were particularly important in assuring that such an
endowment was acceptable under AID regulations and legislation.

C. Ove ew of t Project: The Purpose of the project is to
assist FLAS to sustain the provision of improved and/or expanded
family planning services. This purpose is in concert with the
Mission's population strategy of reducing the population growth
rate in Swaziland by increasing contraceptive prevalence by
increasing the availability of and the demand for family planning
services. To this end, the project will capitalize an endowment
for FLAS. FLAS will invest the endowment principal and use the
income from these investments over the long term to improve the
quality of its current family planning (FP) activities, initiate
new activities, or both, in accordance with the goals set forth in
FLAS's long-term strategic plan, recently completed with assistance
from USAID consultants. During the life-of-project, USAID will
work with FLAS to select activities to be supported with endowment
income, monitor their implementation, and evaluate their results.

At the end-of-project, FLAS will have demonstrated the ability to
responsibly invest the endowment principal and to use endowment
income to improve and/or expand the provision of family planning
services.

D. Mission ECPR Review:

A meeting of the Executive Committee for Project Review (ECPR) was
held on September 18, 1992 to review a draft proposal. The issues
raised and the manner in which they were addressed are summarized
kelow:

1. The draft investment strategy for the endowment included real
estate. The Project Development/Private Enterprise Office
representatives opined that such an investment is management
intensive, illiquid, and risky as an income generating tactic in a
thin market such as in Swaziland. It was proposed and approved by
the Committee that real estate investments not be allowed during
the life-of-project. After that time, FLAS, with the assistance of
a professional investment councillor, would be free to make such an
investment. The rationale was that FLAS should not be foreclosed
altogether from investing in real estate should

0
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a suitable real estate investment come to their attention after the
project is over.

2. It was suggestéed that FLAS provide USAID with assurance of
core funding from IPPF, or elsewhere, to ensure that FLAS
activities would, during the 1life-of-project, continue as
envisioned in the proposal. The AID funded endowment income is only
estimated to cover 25% of FLAS's budget over at least a ten-year
period, assuming reinvestment of a portion of the endowment income.
Such assurance has been obtained (and is attached to the final
proposal submitted by FLAS.)

3. The proposal suggested that the USAID Project Manager have the
responsibility for approval of FLAS's investment plans and
strategies. The ECPR Committee changed this approval to the USAID
Director or the Director's designee.

4. Other ECPR comments included editorial changes which have been
incorporated into the final proposal.

E. Other Issues:

1. Technical Issues The proposal is technically sound. Analysis
of the project's technical components, economic feasibility and
social analysis as well as a detailed budget are included in the
proposal.

2. Non-competitive Award of Grant to FLAS Because FLAS is a PVO
registered with A.I.D. and this is a Mission-funded grant for

FLAS's field program and FLAS institutional strengthening, the
requirement for competition is considered to be met under HB 13, 2B
2e.

3. Status of FLAS/Grantworthiness FLAS is a duly registered
PVO with the Swaziland Council of NGOs and with USAID. Based on

the Mission's previous and current experience with FLAS under its
FHS cooperative agreement, the Mission has conclucded that FLAS
continues to be grantworthy, possessing the requisite technical,
management, procurement, and financial management capacity to
manage this grant progran.

4, Procurement: The principal of the endowment may only be used
for investments in Swaziland during the life of the project. While
the earnings from the investments may be used for project
activities, no AID Geographic Ccde source and origin code is
required, since the earnings are program income rather than direct
AID supplied funds. However, the ECPR Committee has agreed that
Geographic Code 935 be specified for procurement with funds
generated from the endowment to avoid possible use of the funds in
AID Geographic Code countries not acceptable to AID. Because the
grant is DFA-funded, no source/origin/nationality waivers are
required.
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5. Prodaram _Income Issues: As indicated above, endowment income
should be considered to be program income rather than appropriated
funds. In accordance with HB 13, 1J, and OMB Circular A-110, such
incume will be used by FLAS t& further eligible program objectives,
i.e. family planning activities approved by USAID. Although the
entire range of AID rules and regqgulations applicable to
appropriated funds may not apply to program income, the standard
grant provisions concerning procurement, including
source/origin/nationality rules as discussed above, will be applied
to endowment income used for project purposes during the life of
the project. Similarly, annual FLAS audits will cover use of such
program income even though the standard grant provisions concerning
audits generally apply only to appropriated funds received under
the grant.

HB 13, 1J, and OMB Circular A-110 do not restrict use of
program income received after a project is over. However, USAID
will in fact continue to receive reports and restrict the use of
endowmment income to activities directly related to family planning
(excluding abortion), after the project is over, to ensure that the
endowment continues to be effectively used for its intended
purpose.

Finally, the interest-bearing endowment account will be part
of FLAS's endowment portfolio, and thus deposits made into this
account will have been applied to project purposes upon such
deposit. Therefore, interest earned on this account will be
endowment income, i.e. program income, rather than interest earned
on an advance, and may be retained by FLAS rather than returned to
the U.S. Treasury.

6. Covenants The attached Project Authorization contains
various covenants concerning establishment of the endowment,
investment of endowment principal, use of endowment income, and
dissolution of the endowment. Such covenants will be included in
the grant to FLAS.

7. Initial Environmental Examination: A Categorical Exclusion
was approved by the AFR Bureau Environmental Officer on September

14, 1992 and clearance was obtained for this action from GC/AFR on
September 15, 1992.

8. Mission Management of the Project The Family Planning
Endowment Project will be managed by a project manager designated
by the Office Director, Health, Population, and Nutrition Office.

9. Government of Swaziland Approval: The Minister of Health
endorsed this project by signing an endorsement letter on September

16, 1992. The letter will be filed in the subject project files.
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10. contribution The endowment is expected to cover
approximately 25% of project costs. The other major donor to FLAS,
IPPF anticipates continued support to FLAS during and after the
project. This support, at a minimum, is expected to cover FLAS's
core cost, well over 25% of project costs.

11. i . i ions T h e s e
certifications are 1ncluded 1n the grant and w111 be signed by FLAS
during the signing of the grant agreement.

12. Initial Obligation. A single FY 92 obligaticn of $1,€81,000
is planned for the Family Planning Endowment project. A funding
allowance has been received. The CN has expired.

13. Endowment Authority Section 571 of the FY1991
Appropriations Act (applicable pursuant to the FY 1992 Continuing

Resolution) permits A.I.D. to establish PVO endowments with DFA
funds. Through a May 13, 1992 memo from RLA Riedler to Mary Alice
Kleinjan, GC/AFR and her reply dated May 19, the applicability of
this authority to the present praject was confirmed.

AUTHORITY

Under Africa Bureau Delegation of Authority 551, revised, you, as
Acting Director of a Schedule A post, have the authority to
authorize new projects with LOP funding up to $20 million where the
Life-of Project does not exceed ten years.

RECOMMENDATION:

It is recommended that you approve and authorize the Family
Planning Endowment (FLAS) pro;ect (645-0237) by signing this Action
Memorandum, the attached Project Authorlzatlon and the Project Data
Sheet.

APPROVED [J M ?"6'\'“’1“‘-—

DISAPPROVED
DATE ge/’f»ﬁw%w gl Wf 9\
tta ents:

1. Project Authorization
2. Project Data Sheet and Project Proposal
3. Statutory Checklist

rm
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PROPOSAL TO ESTABLISH AN ENDOWMENT FOR THE FAMILY LIFE
ASSOCIATION OF SWAZILAND

Project Title: / Family Planning Endowment

Project Location: Manzini, Mbabane, Malkerns and elsewhere
in Swaziland

PVO Name and Location: The Family Life Association of Swaziland
Box 1051
Manzini, Swaziland

Contact Person: Mrs. Khetsiwe Dlamini
Executive Director

Date of Submission: September 28, 1992
Project Duration: Three years
Funding Requested: $1,681,000

A. Project Purpose, Benericiaries and Summary Description

1. Purpose. The project will assist the Family Life Association
of Swaziland (FLAS) to sustain the provision of improved and/or
expanded family planning services.

2. Beneficjaries. FLAS currently provides contraception to
approximately 5,400 couples per year'. Family planning is effec-
tive in reducing both fertility and maternal and child mortality.
The nation as a whole benefits from the former in that resources
at the national and family level are not continually eroded by an
expanding population. Women and children benefit particularly
from the latter in terms of better health and increased longevi-
ty.

In addition, FP has been seen, from its earliest days, as a major
factor in the emancipation of women. By freeing women from the
burden of constant pregnancy and child rearing, FP enables them
to exert greater control over their lives and engage, if they so
choose, in a variety of activities which enhance their personal
lives and the welfare of society at large. 1In Swaziland, these

! 1n 1991, FLAS distributed contraceptives sufficient to protect 5,446
couples for one year.

1l




activities include participation in a variety of income~generat-
ing programs which are becoming increasingly available for women

in rural areas. This income is frequently used for school fees,

food and clothing to the benefit of the entire household.

3. Summary Description. The project will capitalize an endow-
ment for FLAS. FLAS would invest the endowment principal and use
the income from these investments over the long term to improve
the quality of its current family planning (FP) activities,
initiate new activities, or both, in accordance with the goals
set forth in FLAS's long-term strategic plan (see B.1 below).
During the life of the project, USAID will work with FLAS to
select activities to be supported with endowment income, monitor
their implementation and evaluate their results.

At the end of the project, FLAS will have demonstrated the
ability to responsibly invest the endovment principal and to use
endowment income to improve and/or expand the provision of family
planning services.

B. Project Background

1. Description of FLAS. FLAS is an NGO duly registered with the
Swaziland Council of NGOs and with USAID. The Association was
founded in 1979 to supplement the Ministry of Health (MOH) in
promoting healthy family life and child spacing. (The term
family life was preferred instead of family planning for cultural
and political reasons and to encompass ancillary activities.) By
1983, FLAS was operating three family planning clinics in Mbaba-
ne, Manzini and in Malkerns. In light of this growth, the MOH
ceded its membership in the International Planned Parenthood
Federation (IPPF) to FLAS in 1984.

FLAS believes that a balance between population, natural resourc-
es and productivity is a necessary condition of human happiness,
prosperity and peace; that people have the right to decide the
number and spacing of their children; and that the necessary
information and means to attain desired family size should be
available to all. It seeks to achieve the well-being of individ-
uals, families and the nation by promoting and facilitating
planned parenthood.

FLAS recently completed, with USAID assistance, a strategic
planning exercise which sets forth eight goals for the Associa-
tion in the 1990s:

- To become a national technical-assistance resource for
developing, implementing and evaluating family planning
prograns;



- To achieve greater sustainability through an incrrased and
diversified resource base;

- To advocate, at the national level, socio-economic poli-
cies favorable to the acceptance of family planning;

- To provide and promote information and education related
to family planning as well as high-quality family planning
services;

- To increase the provision of family planninyg information
and services Lo disadvantaged persons through demonstration
projects and in collaboration with other organizations;

- To provide first-—line information on STDs and AIDS and
referral for further counselling;

- To incorporate family planning into programs undertaken by
other agencies to improve the status of women, especially
young, rural women; and

- To improve FLAS's overall managerial and technical capa-
bilities.

FLAS is governed by a nine-person Executive Committee (board),
including a representative of the Ministry of Health, elected bi-
annually by the Association's approximately 200 members. The
board sets FLAS policy and oversees the implementation of FLAS's
programs. Day-to-day management of these programs is the respon-
sibility of an Association Management Team composed of the Execu-
tive Director, Program Director and the heads of FLAS's five
dzpartments: Research and Evaluation; Information, Education and
communication (IE&C); Clinic Service Delivery; Industry Programs;
and Finance and Administration.

FLAS's program goals are to increase contraceptive prevalence and
to decrease the incidence of STDs and AIDS. These goals are
pursed by a total of forty dedicated and enthusiastic employees
working in FLAS's three clinics and at its headquarters in
Manzini.

2. FLAS's Prior Experience jin Famjly Planning. Family planning
has been FLAS's principal activity since the Association's
founding 11 years ago. FLAS's three urban clinics accounted for
about 14% of Swaziland's contraceptive prevalence in 1988,
probably reflecting a higher receptivity to FP in urban areas and
FLAS's reputation as Swaziland's premier FP provider. In 1989,
the country's top 2 clinics, in terms of couple-years of protec-
tion (CYP) distributed, were FLAS clinics, and FLAS's third
clinic ranked eighth. FLAS currently accounts for an estimated
30% of Swaziland's CYP, largely as a result of a relatively high

3




number of IUD insertions. FLAS clinics currently provide family
planning services, STD counselling and treatment, pregnancy
tests, pap smears, and, less frequently, adolescent-sexuality and
infertility counselling. Additionally, treatment for childhood
illnesses is offered at Manzini, and preventive and curative
child-health services are offered at Malkerns.

FLAS has worked with Swaziland's Parliamentary Commission on
Population as an advocate for and contributor to a draft national
population policy and contributes to public awareness of Family
planning and related issues through its three weekly radio
broadcasts.

Since 1984, FLAS has promoted informed, responsible sexual
behaviour among teenagers through Family Life Education (FLE) in
secondary schools. FLAS provided FLE lectures in 27 schools (5
to 10 lectures per school) in 1991, and is currently attempting
to transfer primary responsibility for this program to the Minis-
try of Education, with the Association continuing to act as
technical advisor. To this end, FLAS has recently drafted an FLE
curriculum for use by teachers. FLAS also provides FLE to
various community groups: 61 lectures to 29 groups in 1991.

FLAS initiated a small Community Based Distribution (CBD) Program
in two rural communities in 1986. The program currently serves
five communities, including two refugee camps. This program was
designed to demonstrate the effectiveness of utilizing trained
local women to distribute condoms and foams and to refer clients
to clinics for other methods, in the hope that this approach will
be replicated by the MOH on a larger scale. The program has
recently initiated the resupply of oral contraceptives to women
previously screened by a nurse.

FLAS has recently initiated a pilot project in which one FLAS
staff member works with 128 rural women between the ages of 13 to
30 from in and around Sitegi. These women are participating in
income-generation activities conducted by other organizations.
FLAS counsels them on how to deal with a variety of personal and
family problems, including the use of FP to enhance their person-
al well being as well as that of their families.

In 1989, FLAS began to implement the USAID~funded Family Health
Services (FHS) Project (645-0228), which ends in December 1993.
FHS seeks to improve the guality of FLAS's clinical services;
strengthen evaluation and monitoring capability; launch pilot
family-planning programs in large industries; and expand and
improve information, education and communication (IE&C) activi-
ties related to family planning. This assistance has been a
significant impetus to FLAS's cngoing transition to a more
sophisticated, professional organization desirous of a wider,
more effective role in reducing fertility and increasing family
welfare. Progress is summarized below.

4



« FLAS has secured regularly schedulad medical
back-up at its three clinics to improve its nurses' skills in
dealing with clients who would otherwise require raferral to a
physician. Clinic management has been improved through the
raevision of the client filing system. Clinic-service protocols
and service standards have been revised, all clinics have been
renovated, and additional clinical equipment and reference
materials have been purchased. FLAS seeks to provide high
quality services as a model for other agencies, and, nursing
students undertake clinical practica in family planning at FLAS
clinics.

Due to resource constraints, FLAS clinics are staffed at minimal
levels, with very little depth to cover for staff absent due to
illness, training, leave, etc. Staff are totally insufricient
for expanding FLAS's clinical services.

Research and Evaluation. FLAS has established a Research and
Evaluation Unit (REU) which produces monthly, quarterly and semi-
annual reports of good quality on services provided in FLAS
clinics. The design and implementation of several oxiginal
research studies has, however, required outside technical assis-
tance, due to lack of research-design and analytical experience
in the REU and the demands of a strenuous R&E/monitoring agenda
on its 2.5-person staff.

IE&C. Mass-media communications (especially radio) provide a
highly effective means of influencing popular opinion about
family planning. The effective implementation of a carefully
crafted communications strategy would allow FLAS to attain a
national impact far in excess of the Association's relatively
small size. 1In 1990 a consultant assisted the Unit to design and
conduct the most comprehensive study of attitudes related to
family planning ever done in Swaziland, and periodic technical
assistance continues to help the Unit implement an IE&C plan
based on that research. However, the IE&C activities being
undertaken under FHS (and activities which FLAS would like to
pursue in the future) are considerably more sophisticated than
previous undertakings, and their implementation has proved more
difficult than anticipated. Continued development of the IE&C
Unit remains a priority in order to institutionalize the capabil-
ity to design and conduct qualitative research; design, pretest,
produce and use various IE&C materials; and evaluate the impact
of IE&C activities.

Industry Program. Started in October 1991, FLAS's industry
program is now providing family planning and STD/AIDS services at
four large and five small industrial sites (against an original
target of only three large sites). Coordinators, supervisors and
industry-based distributors have been selected and trained.
Contraceptive distribution and community education have been
initiated, and financial and in-kind support from the industries
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has been obtained. The Industry Program offers a package of
services which include clinical services and training for service
providers; information on STDs, AIDS and FP; promotion of contra-
ception and distribution of non-prescriptive methods by peer
educators; and program monitoring and evaluation. This expansion
of FP programs nsing the staff of private industries with exist-
ing medical departments is another example of FLAS's potential to
exercise an effect on contraceptive prevalence disproportionate
to its size.

FLAS's 11 years of involvement with family planning and its
recent implementation of the FHS Project attest to an organiza-
tion committed to family planning and increasingly capable of
pursuing more ambitious undertakings. The principal challenges
facing the association in the 1990s are the continued improvement
of its technical and managerial capabilities and the acquisition
of resources which will permit FLAS to solve the problems noted
above and to play and sustain a wider role in FP.

3. Other organizations Active ip Family Planning. FP services
in Swaziland are provided primarily through four institutions:
the Ministry of Health, religious missions, private industries,
and FLAS.

The Ministry of Health (MOH) is by far the largest of these

institutions, with a considerable infrastructure of fixed facili-
ties and outreach sites, which provide limited curative and
preventive care. Over the past decade, the MOH has devoted
increased attention to public health, partlcularly to orimary
care and child survival. The MOH views FP as an important
component of primary care. However, given the MOH's necessary
concern for a full range of primary, secondary and tertiary
health services, it does not devote the same relative priority to
FP as FLAS.

iona ilities are supported mostly by the Nazarene
and Catholic churches, plus a few other Protestant denominations.
There is, however, little difference between these facilities,
which operate under MOH norms and supervision in addition to
substantial financial "subventions" from Government, and MOH
facilities, except that Catholic facilities do not provide FP.

lnggggglgl_;gglllgigg are limited primarily to large industries
with several thousand employees each and substantial medical

departments serving company towns and workers' villages. While
preventive services, including FP, have tracitionally not re-
ceived the same attention as curatlve care, large companies are
increasingly interested in family planning, motivated largely by
FLAS (above).



In addition, many medium-sized industries, primarily in light
manufacturing, are served by a private health~-maintenance organi-
zation, Occupational Health Services (OHS) which provides pre-
paid health care to workers and their families at small company
clinics and at its own large clinic: about 54 firms and 60,000
persons in total, mostly in the Mbabane-Manzini corridor.
Although the emphasis is on curative care, a full range of
family-planning services is available.

IPPF is the principal source of core operating support for FLAS
and, with USAID, has been the principal supplier of contracep-
tives for the MOH and FLAS. IPPF support to FLAS is currently
E736,485 ($263,000 at the current exchange rate) per year and is
expected to increase at about 5%/year.

The only other family-planning donor of consequence in Swaziland
is UNFPA which, with a technical advisor from IPPF, has provided
clinical training and follow=-up in family planning for MOH nurse
midwives. UNFPA has also sponsored workshops on FP for local
leaders. UNFPA's next program of assistance is currently under
consideration by the GOS. UNFPA is interested in the development
of population policy, empowerment of women, MCH services, IE&C,
and demography and statistics. UNFPA assistance has tradition-
ally been provided to the Government; FLAS has never received
assistance from UNFPA.

Although UNICEF, the World Health Organization, and Britain's
Overseas Development Agency assist the MOH with various health-

related initiatives, principally related to maternal and child
health, AIDS, and the upgrading of secondary and tertiary levels
of care, neither these nor any other donors provide any signifi-
cant assistance in family planning.

4. History of Proposal Development. FLAS is almost entirely

dependant on international donors for support. Currently, FLAS
derives 58% of “its budget from IPPF, 31% from USAID (through
FHS), and 11% from local sources including fees for service,
donations, and government grants. As above, core support from
IPFF is not expected to increase to a level which would allow
significant improvements or expansion of FLAS's activities, and
USAID support under FHS, while valuable, is short-term in nature.

The Association has been considering ways to lessen its reliance
on donor support for some time, and enhanced sustainability is
one of FLAS's eight strategic goals (above). While means of in-
creasing revenues through higher (and possibly new) user fees is
to be studied under FHS, it is unlikely that revenue alone will
significantly enhance FLAS's sustainability or permit a substan-
tial improvement or expansion of its activities. FLAS also
intends to explore the feasibility of cost-~sharing arrangements
in which Association would work with other NGOs to initiate new
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FP activities (as FLAS is doing with private industries).
However, FLAS requires increased core support to expand and
sustain this cost-effective approach over the long term.

In consultations with USAID, Pathfinder International (FLAS's
technical advisors under FHS) and others on this subject, it has
been suggested that the provision of working capital to sustain
an improved and/or expanded program at FLAS is a basic require-
ment. This proposal has been developed in close collaboration
with USAID, which funded a study by the local office of Price
Waterhouse to examine the contribution which an endowment might
make to FLAS's programs.

C. Project Analysis

1. Economic Importance of Family Planning. The economic impor-
tance of reducing population growth is clear and well documented:
the quality of life at both the family and national levels will
not improve if economic growth is continually eroded by an ever-
increasing population. With a population growth of 3.4% and
average real GDP growth of 4%, Swaziland's per capita GDP is
growing at only 0.6% per year. While the economy is relatively
healthy, it is also vulnerable due to reliance on a few exports
and an uncertain climate for continued foreign investment. If
these and other underlying macroeconomic weaknesses become more
pronounced, per capita GDP growth could easily decline or even
become negative. Lower population growth would lessen reductions
in per capita GDP in the face of declining economic growth and
increase per capita GDP in an expanding econony.

Difficulty in providing social services (e.g. health care and
education), housing, jobs, and infrastructure to a rapidly
growing population, coupled with increasing pressure on natural
resources (especially land), is prompting public leaders to call
for more attention to FP. In his 1991 budget speech, the Minis~
ter of Finance noted that "... despite significant real growth in
the economy..., the potential for increased individual welfare is
limited by our high population growth rate. ...High population
growth also poses a difficult challenge to public finance because
resources which could otherwise be used to deepen our investment
in human productivity are taken up in the effort simply to
maintain current services." The current National Development
Plan states that "given the small area of the country, the
limited natural resources and the requirements of an increasing
population in terms of social services and infrastructure,
.+.[population] projections call for increased efforts by all
concerned to reduce population growth."

In addition to being the only practical means of reducing fertil-
ity, family planning is highly cost-effective. The commodity
costs of one year of protection through oral contraception is
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about $1.20; four years of protection from an IUD costs about $1.
While the staff, clinics, etc. needed to provide these commod-
ities add substantially to these costs, FLAS services are provid-
ed by nurses (not physicians), the lowest level of staff permit-
ted to provide FP under current MOH policy. (If this policy were
to change, the cost of service delivery could decline.)

2. vantages o e sm. An endowment has
obvious long-term financial advantages over more traditional
grants. An endowment should involve considerably less adminis-
trative overhead for USAID in that there will be no monthly
advance and/or reimbursement vouchers to examine and process. In
addition, this method of financing is much more cost effective.
Not including administrative expenses, it would cost USAID
$2,353,400 to provide FLAS with $235,340/year for 10 years under
a traditional grant. However, the same amount could be provided
over the same time period by investing a $1,681,000 endowment at
14% (see below) - a savings of $672,400. In addition to this
savings, the $1,681,000 principal would remain intact after 10
years and continue to earn interest to fund program activities.

FLAS will also benefit in that the endowment will provide the
Association's only guaranteed source of funding. Although IPPF
has funded most of FLAS's core costs since the Association's
founding and this support will almost certainly cortinue, if IPPF
funding were reduced, the endowment could be vital to maintaining
FLAS's current activities. However, a far more likely use of
endowment funds would be to compliment long-term funding from
IPPF, enabling FLAS to undertake and sustain improved and/or
expanded activities which would not be possible with IPPF support
alone. The flexibility to use funds based on need, opportunities
and the availability of other resources is an additional advan-
tage of the endowment mechanism.

3. Financial Impact of the Endowment. Except for real estate,

the highest rate of return currently available in Swaziland is
from a fixed deposit account with the Swaziland Building Society,
which has guaranteed 14% for the next five years with interest.
paid quarterly. Table 1 illustrates the effects of investing the
endowment in this manner, including possible re-investment of all
income earned for the first year of the endowment while future
activities are being planned as the FHS project winds down.

In Example 1, interest in excess of 30% of FLAS operating costs
would be re-invested as a hedge against inflation (i.e. endowment
income would provide for a 30% increase in FLAS's budget or cover
30% of FLAS's budget). Under this example, interest alone could
fund 30% of FLAS operating costs for seven years. In Example 2,
investment income in excess of 25% of operating costs would be
re-invested, and interest alone could fund 25% of operating costs
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TABLE 1: ILLUSTRATIVE EFECTS OF ENDOWMENT OF $1.681 MILLION

EXAMPLE 1: ENDOWMENT INCOME COVERS 30% OF FLAS OPERATING COSTS

YEAR1| YEAR2 | YEAR3 | YEAR4 | YEARS | YEARG6 7 | YEAR8 | YEARS | YEAR10 |

Principal 4,706,800| 4,942,152| 5,172,653| 5,382,625/ 5,563,192| 5,703,039( 5,788,365| 5,802,836| 5,726,333/ 5,535,319
Interest @ 14% 658,952| 691,901 724,171 753567| 778,847 798,425 810,371 812,397| 801,687 774,945
FLAS Operating Costs 1,412,000 1,538,000 1,714,000{ 1,910,000] 2,130,000| 2,377,000| 2,653,000 2,963,000/ 3,309,000| 3,706,080
30% of Operating Costs 423,600) 461,400] 514,200| 573,000{ 639,000 713,100 795000/ 888,900 ' 992,700} 1,111,824

Aeinvested 235352| 230501| 209971| 180,567| 139,847 85,3256 14,471 (76,503) (191,013 (336.879J

EXAMPLE 2: ENDOWMENT INCOME COVERS 25% OF FLAS OPERATING COSTS

YEART] YEAR2 | YEAR3 | YEAR4 WEKR—S. ~ YEARG® | YEAR7 | YEARS | YEARS | YEAR 10|
Principal 4,706,800 5,012,752 5,330,037| 5,647,742| 5,960,926| 6,262,956| 6,545,520 6,798,643| 7,009,703} 7,163,811
Interest @ 14% 658,952| 701,785 746,205 790,684 834,530/ 876,814 916,373| 951,810| 981,358| 1,002,934
FLAS Operating Costs 1,412,000| 1,538,000/ 1,714,000( 1,910,000| 2,130,000| 2,377,000| 2,653,000| 2,963,000| 3,309,000 3,706,080
25 % of OperatingCosts | 353,000/ 384,500| 428,500| 477,500 532,500 594,250| . 663,250| 740,750 827,250 926,520
fReinvested 305,952] 317,285 317,705| 313,184] 302030] 282564| 253,123 | 211,060] 154,108 76,414

M.B. Operating costs projected by FLAS for years 1 and 2, at current 12% rate of salary increases thereafter.
Figures from Price Waterhouse study.



for over 10 years. Funding an increasingly smaller portion of
operating costs would allow interest to cover these costs for
longer periods. Approximately 7% of operating costs could be
funded at 14% interest indefinitely?, but this would have only
marginal effects on FLAS's operations.

Both of these examples are illustrative only. FLAS will, there-
fore, periodically monitor the actual inflation of its operating
costs, the return on its investments and its program requirements
and will plan its use of endowment income to strike a reasonable
balance between re-investing and expending endowment income.

If in some years less than 25% of current operating costs are
expended from endowment income with a correspondingly larger
portion re-invested as principal, income could fund 25% of costs
for more than 10 years. Increased user fees at FLAS clinics
might also lessen the portion of operating expenses funded from
the endowment, allowing for more substantial re-investment of
income. If the endowment were eventually invested in more
'‘inflation-proof' vehicles such as real estate or, in the event
of changing political circumstances and A.I.D. policy, privately
issued South African securities, interest could fund a signifi-
cant portion of operating costs indefinitely.

FLAS has recently compiled a preliminary estimate of the resourc-
es required for specific activities to attain the eight long-term
strategic goals noted in B.1 above. While these estimates
require further refinement, it is clear that resources substan-
tially in excess of those likely to be available from IPPF will
be required to fully attain all FLAS's goals. Following are
illustrative examples of pew activities which the endowment could
fund to improve and expand FP activities, along with estimated
1994 costs. (Actual activities would be selected and planned in
detail during preparation of the workplan noted in E.S5 below.)
Note that the estimated endowment income for 1994 is E353,000.

FLAS's most pressing needs in terms of recurring expenditures is
for staff, and the Association's first priority is to retain the
staff hired under FHS after that project ends in December 1993;
the cost of these staff in 1994 is estimated to be E140,747. 1In
addition, FLAS could hire two new clinic nurses: one to relieve
serious under-staffing at FLAS's large Manzini clinic and another
to fill in for staff at all three clinics when other nurses are
away on training or leave, including sick and maternity leave.
(This second nurse would also partially staff a planned mobile

2 Given the estimated interest and inflation of FLAS's operating costs
inherent in Table 1, funding 6.7% of current costs and re-investing all
remaining interest would also result in a progressive, but very slow, increase
in the percent of costs that could be covered indefinitely from endowment
income.
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unit described below.) These two additional nurses would cost an
estimated E44,461 in 1994. An additional staff member for the
Research and Evaluation Unit would cost E20,782, an additional
nurse for expanded activities with industries and other private-
sector organizations would’ cost E20,782, and expanded medical
backup at FLAS clinics would cost E48 000. The increasing cost
of 'second line' antibiotics increasingly required to combat
Swaziland's high rates of STD infections (Manzini treats about
115 pew STD patients a month) could cost E75,000 in 1994. The
total estimated cost of the above for 1994 is E349,772.

A means of expanding FLAS's services beyond its three clinics
could be mobile clinics serving smaller towns (and possibly
smaller industries) on a periodic basis. Two nurses in addition
to the 'rotating' nurse noted above would ke required (E44,461),
as would vehicle operation and maintenance costs (E50,000). An
expansion of women's development activities with strong family
planning components, possibly linked to expanded CBD activity,
would require two coordinators (E44,461) plus vehicle maintenance
(E20,000). A new unit to train the staff of industries and other
organizations collaborating with FLAS in matters related to FP
would require four additional staff (E205,652). Total estimated

cost in 1994: E294,754.

Assistance to the Ministry of Education to expand FLE activities
to all of Swaziland's 153 secondary and high schools and 523
primary schools would require two additional Family Life Educa-
tors and additional office space (E40.400).

The estimated additional long-~term, recurrent costs noted above
total E684,926 for 1994, nearly twice the estimated endowment
income less re-investment for that year. These estimates do not
include costs of raising existing salaries in order to attract
and retain more highly qualified middle management staff, an
important constraint to FLAS's ability to improve the overall
gquality of some of its services.

In addition to these costs, FLAS has identified a variety of
support costs which might be considered more short term in nature
and which might be funded by future project assistance, if this
were to become available from USAID or other sources. If this
assistance were not available, endowment income could be used for
these purposes.

Vehicles for the mobile clinics and expanded women's development
activities could cost an estimated E240,000 in 1994 (these -
vehicles would be used over 5 years). In-service training for a
variety of FLAS staff could total E150,000. Expansion of indus-
try-based activities to additional industries and other private

sector organizations could cost E750,000. The design and imple-
mentation of new Population and Development and Gender Awareness
programs (primarily seminars and discussion groups) could cost
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E95,000. Equipment and materials required for women's develop-
ment and IE&C activities could cost E260,000. Replacement of
existing vehicles could cost E90,000; replacement of various
other existing equipment cquld total E53,000. Total: E1,638,000.

It is clear that all of the activities noted above cannot be
funded under the endowment. However, it is equally clear that
there is no shortage of alternatives to consider to improve or
expand FLAS's FP activities and that a number of promising
alternatives can be considered in formulating the workplan noted
in E.5 below.

4. Socio-cultural Factors. As above, the immediate beneficia-
ries oFf FLAS's program are women of reproductive age. The 1988
USAID-supported Family Health Survey estimated that about 56% of
women not currently using FP desired to do so. While the desired
number of children was 4.2 for women (5.1 for men) the number
actually born was 5.0.) These data and other qualitative data
gathered by FLAS under the FHS Project suggest a latent demand
among women for FP, and smaller (perhaps negligible) demand among
men. Thus FLAS is filling a genuine felt need among women.

In FLAS's experience, many women understand the benefits of FP:
not being constantly pregnant, having healthier children; having
more time for husbands, chores, private business; and more time
and money to spend on children already born. A major obstacle to
the wider use of family planning is not convincing women, but
convincing men.

Swaziland is a highly traditional, conservative nation with
strong pronatalist attitudes*. Although men are traditionally
expected to provide for their fanilies and treat their wives with
respect, women are traditionally expected to be subservient to
their husbands. Men have generally not been strong supporters of
family planning, and it is common for women to claim that their
husbands forbid them to use it (on the grounds of encouvraging
promiscuity or reducing sexual pleasure). However, development
workshops for chiefs and other leaders (conducted by UNFPA and
USAID) have lessened this opposition somewhat, a process which
can be expected to continne with modernization and expanding
opportunities for women. (In addition, a growing fear of AIDS is
probably behind recent increases in condom utilization).

3 In rural areas, women desired 4.4 children, men 5.2. Rural TFR was
estimated at 5.4, substantially higher than the family size desired by women,
only slightly higher than that desired by men,

4 Birth spacing for approximately three years is also a traditional Swazi
practice, albeit one that is breaking down with modernization.
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Under the FHS Project, FLAS has documented a number of misconcep-
tions relating to contraception among the general population.
Research conducted under USAID's CCCD Project indicates that
these misconceptions may play a significant role in male resis-
tance to FP and that men fiay be more accepting of FP if these
misconceptions can be dealt with. Men are currently a major
target of FLAS's IE&C program.

Organized opposition to FP from religious leaders has not been a
serious problem to date. A FLAS seminar for religious leaders
held in 1990 ended with participants describing FP as a "neces-
sary devil" - something less than enthusiastic support but also
less than opposition. Although Swaziland seems to be undergoing
a wave of evangelical/fundamentalist Christian revival, these
groups have not made FP an issue to date.

Although the widespread introduction of 'new' ideas like family
planning into any culture is bound to cause some stress as people
confront practices at odds with traditional beliefs, it is not
expected that any particular social groups will be adversely
affected by FLAS's activities. In the future, Swaziland can
expect to see a continuation of trends already evident: increased
employment and economic power of women, diminished availability
of arable land, rising costs of raising and educating children,
increased urbanization, and a better-educated public - all
factors that stimulate a desire for smaller families and the use
of family planning.

In addition, modern-government leaders have been increasingly
vocal on the need to contain population growth. While as little
as four years ago, it was difficult to even discuss FP with
government at all, high officials, including the Prime Minister,
are now speaking out with increasing frequency on the need to
reduce population growth. While the Monarchy, as the guardian of
traditional Swazi values, may feel that it cannot publicly
endorse FP, it seems nonetheless to be increasingly, albeit
quietly, supportive of FP.

D. Other Considerations

1. _Complementarity with Other Programs. FLAS views an endowment
as. highly complementary to the FHS project since long-term income
is essential to institutionalize the gains being made under that
project. FHS currently funds five staff who have been exposed to
considerable amounts of technical assistance. Although these
staff were supposed to be financed after FHS with income earned
from the sale of FLAS services and from increased donations, it
appears exceedingly unlikely that this will occur. Thus FLAS may
lose these employees because it has no budget to pay them after
FHS ends.
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Likewise, as FLAS moves into more (and more sophisticated)
programs in the future, its need for more (and more highly
trained) staff will increase. This need is already evident in
FLAS's IE&C and in Finance and Administra*ion Departments. The
effectiveness of future project assistance will be dirsctly
proportional to the quality of the FLAS staff to whom the assis-
tance is provided. Although project assistance might ba used to
train staff and provide them with valuable experience, higher
salaries will certainly be needed to attract more highly quali-
fied staff to begin with and, especially, to retain them over the
long term.

2. ote a despread ApP ati] 1 D& Resource
Although it is studying means of raising revenues to cover at
least part of its nperating expenses, FLAS knows of no family
planning organization in Africa that has been able to gustain
itself by this means. While FLAS has applied to government for
the past 11 consecutive years for a routine "subvention" to
improve or expand its program, this has not been granted. Indeed
the lack of domestic resources sufficient to appreciably enhance
the Association's long-term effectiveness is the principal reason

for this proposal.

3. Plans for Future Financial and Administrative Support. As in
C.2 above, IPPF support for a basic core of FLAS's costs will in
all likelihood continue. Thus the endowment is not essential to
FLAS's continued existence, and the Association will probably
continue to operate at some level without the endowment. Howev-
er, the endowment will permit FLAS to undertake activities not
otherwise possible, and the endowment mechanism provides a means
of assuring that these activities can be sustained without
continued USAID inputs.

E. Datailed Project Description

1. Creation of the Endowment. It is proposed that USAID create
the endowment by depositing the local-currency equivalent of
$1.681 million into a separate, interest bearing account at a
bank or similar financial institution (the endowment account).
The Chairman of FLAS's board and its Executive Director will be
the sole signatories to this account, and both their signatures
will be required for all transactions involving the account.
FLAS may subsequently leave these funds in the endowment account,
or FLAS may transfer all or part of these funds to other invest-
ments as set forth in 2 below. The endowment account and all
subsequent investments will constitute FLAS's endowment portfo-
lio, the purpose of which will be to earn income which FLAS will
use for family planning activities as set forth in 6 below. At
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any given time, the assets in FLAS's endowment portfolio will
constitute the endowment principal.

2. Types of Investments.” The endowment principal will be
invested to obtain the highest rate of return to FLAS consistent
with the preservation of capital and with minimizing the need for
active investment management by FLAS. FLAS will not make high-
risk investments or other investments not likely to generate
relatively predictable and consistent returns. FLAS will make no
investment other than bank certificates of deposit (or comparable
fixed-interest instruments) without prior advice by financial
professionals and without securing professional expertise to
manage such assets (see 5 below). During the life of the pro-
ject, the endowment principal may be invested in Swazi securi-
ties, including bank certificates of deposit or comparable
instruments. During the life of the project, the endowment will
not be invested in real estate.

Endowment principal will not be invested in any firm engaged in
the manufacture or sale of military or police equipment, includ-
ing weapons, explosives and surveillance equipment; abortion
services or abortion-related equipment; weather-modification
equlpment, or alcoholic beverages, tobacco products, or gambling
equipment or services, unless the sale of such products or
services is incidental to the sale of other products or services.

3. Endownent Income. Endowment income is cdlefined as all inter-
est and dividends derived from FLAS's endowment portfolio (in-
cluding income from the endowment account itself), as well as any
capital gains derived from the sale of any component of that
portfolio. FLAS will ensure that all endowment income will be
deposited directly to a separate, local bank account held by FLAS
(the income account). FLAS may withdraw funds from the income
account for program purposes as set forth in 6 below. Aall
withdrawals from the income account will be by cheque, and FLAS
will maintain records which indicate the nature of the transac-
tion related to each such cheque.

only funds from the income account will be used for program
purposes. All funds associated with the endowment which are not
in the income account will ‘be considered as being in the endow-
ment portfolio and will be utilized solely to earn income. The
endowment portfolio will not be used to fund family planning
activities or as collateral against any loan or other financial
obligation which FLAS might incur.

4. Re-investment of Endowment Income. FLAS will periodically
monitor the inflation of its operating costs, the return on its
investments and its program requirements. FLAS will make every
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effort to minimize depreciation of endowment principal by re-
investing a portion of endowment income in the endowment portfo-
lio so that a significant portion of FLAS's program activities
are funded from endowment income for at least 10 years. (Table 1
illustrates how this can b¢ done.) Once income is 80 re-invest-
ed, it will become part of the endowment portfolio and will not
be used for family planning activities.

5. Management of the Endowment. Prior to USAID depositing funds
into the endowment account, FLAS will amend its charter to (i)
preclude FLAS from utilizing the endowment portfolio for other
than investment purposes, (ii) ensure that at least one seat on
FLAS's board is occupied by a person of established reputation in
Swaziland's financial community, and (iii) formulate an invest-
ment plan noting how FLAS intends to invest the endowment princi-~
pal and an estimate of the amount of endowment income that will
be re-invested during the period covered by the plan. This
amendment and investment plan will be approved in advance and in
writing by USAID. FLAS will periodically review the investment
plan and revise it as necessary. All revisions to the plan will
be approved in advance and in writing by USAID.

Arrangements for managing the endowment will depend on the types
of investments to be made. Investments in bank certificates of
deposit or comparable fixed-interest instruments may be made by
FLAS with the prior approval of its board and USAID. Investments
in other securities will require the prior advice of independent,
licensed financial advisors. During the life of the project,
such advisors will be appcinted only with the prior approval of
USAID, whose prior approval will also be required for any invest-
ments in such securities. The menmbers of FLAS's board will act
in good faith and exercise reasonazble care in investing endowment
principal, and will avoid conflicts of interest in making invest-
ment decisions.

"* All transfers of all or part of the endowment principal among

investments will be made only on FLAS's written instructions
signed by the Chairman of its board and its Executive Director.
These instructions will be approved in advance by USAID's Program
Manager. When appropriate, professional financial advisors will
be consulted prior to such transfers, as discussed above. FLAS
will provide copies of all such instructions and all bank state-
ments or similar documentation relating to such transfers to the
USAID Project Manager. FLAS will provide USAID with documentary
evidence sufficient to enable USAID to know where the full amount
of the endowment principal is invested at any given tinme.

6. Uses of Endowment Income. FLAS intends to use the endowment
indefinitely after the life of the project to support family
planning activities which will inevitably evolve in response to
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changing needs and resources which may become available from
other sources. Therefore, it is proposed that the use of endow-
ment income not ke tied in advance to any specific program or
activity. Rather, the project should initiate a process in which
FLAS is enabled to assess opportunities and utilize resources
wgere unmet needs are greatest and the likelihood of success is
high.

However, endowment income will be used for purposes of direct and
demonstrable relevance to family planning. These uses include,
but are not necessarily limited to, rent, operation and mainte-
nance of clinics where the principal services provided are for
family planning (excluding abortion); purchase of such facili-
ties; salaries for FLAS employees providing or managing family
planning services, including education and counselling; the
design, production and evaluation of promotional and educational
materials and campaigns related to family planning, including
salaries and costs of materials and media space; programs de-
signed to raise the socio-economic status and educational levels
of women, which include family planning components; collaboration
with other organizations to incorporate family planning into
their activities; and family-life educucion in schools.

FLAS will not use endowment income for activities with links to
family planning which are less direct or tenuous. Such activi-
ties include the provision of other maternal and child health
services or general reproductive~health services and equipment
related primarily thereto. Although such activities may be
conducted in FLAS facilities and by FLAS personnel supported by
the endowment, the prime purpose of such facilities and staff
must clearly be for family planning.

7. Monitorina, Evaluation and Audit. Prior to any use of
endowment income during the life of the project, FLAS will
consult with USAID on those activities it wishes to support and
the results it wishes to achieve thereby. Those activities and
results will be documented in a Workplan for Endowed Activities,
which will be approved by USAID and reviewed monthly by FLAS and
USAID. During the life of the project, FLAS will report in
writing semi-annually (in March and September) to the USAID
Project Manager on the progress of each activity in the workplan.

FLAS will arrange for an annual audit which specifies where the
endowment principal is invested, its current value, the income
received from the endowment, and how that income has been used.
This audit may be conducted in the course of FLAS's normal annual
audits. Funds may be withdrawn from endowment income (i.e. from
the income account) to cover audit costs associated with the
endowment. Copies of all audit reports will be provided to
USAID. USAID will utilize funds separate from the endowment to
conduct at its discretion non-federal audits of the use of
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endowment principal and income during the project and after its
complaetion.

USAID will also use funds gaparate from the endowment for a final
evaluation of the project By external consultants. This evalua-
tion will document the uses to which endowment income has been
put, the successes and failures associated with those activities,
and the extent to which these successes have contributed to a
significant expansion or improvement in the provision and/or
promotion of family planning by FLAS.

8. Rissolution of the Endowment. Although the endowment is
expected to continue indefinitely, USAID may dissolve the endow-
ment at any time if it there is evidence that either the endow-
ment principal or income are being abused or mismanaged or that
endowment income is not being used to support family planning in
Swaziland. In the event of such dissolution, FLAS shall liqui-
date all endowment-funded investments and shall return all
liquidation proceeds, assets, other endowment principal, and
unexpended endowment income to USAID. After the project is over,
FLAS may dissolve the endowment and use the endowment principal
for family planning activities only with the prior written
consent of USAID.

9. Qther Provisions. FLAS will ensure that the following
requirements remain in effect after the end of the project,
except as A.I.D. may otherwise agree in writing: (a) that the
endowment principal continues to be invested in appropriate
investments and managed per the terms of this grant, including
the use of professional advisors for investments other than
fixed-interest securities, except that A.I.D. approval will not
be necessary prior to any investments; (b) that endowment income
is used for activities directly related to family planning
(excluding abortion); and (c) that A.I.D. receives audited annual
reports on endowment investments and the use of endowment income,
and accomplishments and problems related to such uses.
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5C(2) ~ ASBISTANCE CHECKLIST

Listed below are statutory criteria
applicable to the assistance resources

themselves, rather than to the eligibility

of a country to receive assistance. This

section is divided into three parts. Part

A includes criteria applicable to both

Development Assistance and Economic Support

Fund resources. Part B includes criteria
applicable only to Development Assistance
resources. Part C includes criteria

applicable only to Economic Support Funds.

CR0OSS REFERENCE: IS COUNTRY CHECKLIST UP
TO DATE?

A. CRITERIA APPLICABLE TO BOTH DEVELOP-
MENT ASSISTANCE AND ECONOMIC SUPPORT
FUNDS

1. Host Country Development
Efforts (FAA Sec. 601(a)): Information
and conclusions on whether assistance
will encourage efforts of the country to:
(a) increase the flow of international
trade; (b) foster private initiative and
competition; (c) encourage development
and use of cooperatives, credit unions,
and savings and loan associations;
(d) discourage monopolistic practices;
(e) improve technical efficiency of
industry, agriculture, and commerce;
and (f) strengthen free labor unions.

2. U.8. Private Trade and
Investment (FAA Sec. 601(b)):
Information and conclusions on how
assistance will encourage U.S. private
trade and investment abrozd and
encourage private U.S. participation
in foreign assistance programs
(including use of private trade
channels and the services of U.S,
private enterprise).

(a),(e),(f) - N/A; (b),(c),

(d) - project involves

establishing an endowment

which will invest in

Swaziland private sector,
perhaps including
Swaziland Building Society.

N/A
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3. Congressional Notification

&. General regquirement
(FY 1991 Appropriations Act Secs. 523
and 591; FAA Sec. 634A): If money is
to be obligated for an activity not
previously justified to Congress, or
for an amount in excess of amount
previously justified to Congress, has
Congress been properly notified (unless
the notification requirement has been
waived because of substantial risk to
human health or welfare)?

b. Notice of new account
obligation (FY 1991 Appropriations Act
Sec. 514): If funds are being obligated
under an appropriation account to which
they were not appropriated, has the
President consulted with and provided
a written justification to the House
and Senate Appropriations Committees
and has such obligation been subject to
regular notification procedures?

c. Cash transfers and
nonproject sector assistance (FY 1991
Appropriations Act Sec. 575(b) (3)):
If funds are to be made available in
the form of cash transfer or nonproject
sector assistance, has the Congressional
notice included a detailed description
of how the funds will be used, with a
discussion of U.S. interests to be
served and a description of any
economic policy reforms to be promoted?

4. Engineering and Financial Plans
(FAA Sec. 61l1(a)): Prior to an
obligation in excess of $500,000, will
there be: (a) engineering, financial
or other plans necessary to carry out
the assistance; and (b) a reasonably
firm estimate of the cost to the U.S.
of the assistance?

5. Legislative Action (FAA Sec.
611(a) (2)): If legislative action is
required within recipient country with
respect to an obligation in excess of
$500,000, what is the basis for a

Yes

N/A

N/A

Yes

N/A
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reasonable uxpectation that such action
will be completed in time to permit
orderly accomplishment of the purpose
of the assistance? ,

6. Water Resources (FAA Sec.
611(b); FY 1991 Appropriations Act
Sec. 501): If project is for water N/A
or water-relate¢d land resource
construction, have benefits and costs
been computed to the extent
practicable in accordance with the
principles, standards, and procedures
established pursuant to the Water
Resources Planning Act (42 U.S.C.
1962, et seq.)? (See A.I.D. Handbook
3 for guidelines.)

7. Cash Transfer and Bector
Assistance (FY 1991 Appropriations
Act Sec. 575(b)): Will cash transfer N/A
or nonproject sector assistance be
maintained in a separate account and
not commingled with other funds
(unless such requirements are waived
by Congressional notice for nonproject
sector assistance)?

8. Capital Assistance (FAA Sec.
611(e)): If project is capital
assistance (e.g., construction), and N/A
total U.S. assistance for it will
exceed $1 million, has Mission Director
certified and Regional Assistant
Administrator taken into consideration
the country's capability to maintain
and utilize the project effectively?

9. Multiple Country Objectives
(FAA Sec. 601(a)): Information and
conclusions on whether projects will See 1 above
encourage efforts of the country to:
(a) increase the flow of international
trade; (b) foster private initiative
and competition; (c) encourage deve-
lopment and use of cooperatives,
credit unions, and savings and loan
associations; (d) discourage mono-
polistic practices; (e) improve
technical efficiency of industry,
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agriculture and commerce; and (f)
strengthen free labor unions.

10. U.8. Private Trade (FAA
Sec. 601(b)): Information and
conclusions on how project will
encourage U.S. private trade and
investment abroad and encourage
private U.S8. participation in
foreign assistance progranms
(including use of private trade
channels and the services of U.S.
private enterprise).

11. Loocal Currencies

a. Recipient contribu-
tions (FAA Secs. 612(b), 636(h)):
Describe steps taken to assure that,
to the maximum extent possible, the
country is contributing local
currencies to meet the cost of
contractual and other services, and
foreign currencies owned by the U.S.
are utilized in lieu of dollars.

b. U.8.-Owned Currency
(FAA Sec. 612(d)): Does the U.S.
own excess foreign currency of the
country and, if so, what arrangements
have been made for its release?

c. BSeparate Account (FY
1991 Appropriations Act Szc. 575).
If assistance is furnished to a
foreign government under arrangements
which result in the generation of local
currencies:

(1) Has A.I.D. (a)
required that local currencies be
deposited in a separate account
established by the recipient government,
(b) entered into an agreement with that
government providing the amount of local
currencies to be generated and the terms
and conditions under which the currencies
so deposited may be utilized, and (c)
established by agreement the
responsibilities of A.I.D. and that
government to monitor and account for
deposits into and disbursements from the
separate account?

N/A

N/A

No

N/A



-5-

(2) Will such local
currencies, or an egquivalent amount of
local currencies, be used only to carry
out the purposes of the DA or ESF chapters
of the FAA (depending on which chapter is
the source of the assistance) or for the
administrative requirements of the United
States Government?

(3) Has A.I.D. taken
all appropriate steps to ensure that the
equivalent of local currencies disbursed
from the separate account are used for
the agreed purposes?

(4) If assistance is
terminated to a country, will any
unencumbered balances of funds remaining
in a separate account be disposed of for
purposes agreed to by the recipient
government and the United States
Government?

12. Trade Restrictions

a. Surplus Commodities (FY
1991 Appropriations Act Sec. 521(a)):
If assistance is for the production of
any commodity for export, is the commodity
likely to be in surplus on world markets
at the time the resulting productive
capacity becomes operative, and is such
assistance likely to cause substantial
injury to U.S. producers of the same,
similar or competing commodity?

b. Textiles (Lautenberg
Amendment) (FY 1991 Appropriations Act
Sec. 521(c)): Will the assistance
(except for programs in Caribbean Basin
Initiative countries under U.S. Tariff
Schedule "Section 807," which allows
reduced tariffs on articles assembled
abroad from U.S.-made components) be
used directly to procure feasibility
studies, prefeasibility studies, or
project profiles of potential invest-
ment in, or to assist the establishment
of facilities specifically designed for,
the manufacture for export to the United
States or to third country markets in

N/A

No
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diract competition with U.8. exports, of
textiles, apparel, footwear, handbags,
flat goods (such as wallets or coin
purses worn on the person), work gloves
or leather wearing apparel?

13. Tropical Forests (FY 1991
Appropriations Act Sec. 533(c) (3)):
Will funds be used for any program,
project or activity which would (a)
result in any significant loss of
tropical forests, or (b) involve
industrial timber extraction in
primary tropical forest areas?

14. PVO Assistance

a. Auditing and registration
(FY 1991 Appropriations Act Sec. 537):
If assistance is being made available
to a PVO, has that organization
provided upon timely request any document,
file, or record necessary to the auditing
requirements of A.I.D., and is the PVO
registered with A.I.D.?

b. Punding sources (FY 1991
Appropriations Act, Title II, under
heading "Private and Voluntary
Organizations"): If assistance is to
be made to a United States PVO (other
than a cooperative development
organization), does it obtain at least
20 percent of its total annual funding
for international activities from
sources other than the United States
Government?

14. Project Agresment Documentation
(State Authorization Sec. 139 (as
interpreted by conference report)): Has
confirmation of the date of signing of
the project agreement, including the
amount involved, been cabled to State
L/T and A.I.D. LEG within 60 days of the
agreement's entry into force with respect
to the United States, and has the full
text of the agreement been pouched to
those same offices? (See Handbook 3,
Appendix 6G for agreements covered by
this provision).

No

Yes

N/A

N/A
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16. Metric system (Omnibus Trade
and Competitiveness Act of 1988 Sec. 5164,
as interpreted by confarence report,
amending Metric Conversion Act of 1975
Sec. 2, and as implemented through A.I.D.
policy): Does the assistance activity No=N/A
use the metric system of measurement in
its procurements, grants, and other
business-related activities, except to
the extent that such use is impractical
or is likely to cause significant
inefficiencies or loss of markets to
United States firms? Are bulk purchases
usually te be made in metric, and are
components, subassemblies, and semi-
fabricated materials to be specified in
metric units when economically available
and technically adequate? Will A.I.D.
specifications use metric units of
measure from the earliest programmatic
states, and from the earliest documentation
of the assistance processes (for example,
project papers) involving quantifiable
measurements (length, area, volume,
capacity, mass and weight), through the
implementation stage?

17. Wonmen in Development (FY 1991
Appropriations Act, Title II, under
heading "Women in Development"): Will
assistance be designed so that the Yes
percentage of women participants will
be demonstrabply increased?

18. Regional and Multilateral
Assistance (FAA Sec. 209): 1Is assistance
more efficiently and effectively provided
through regional or multilateral No
organizations? If so, why is assistance
not so provided? Information and
conclusions on whether assistance will
encourage developing countries to
cooperate in regional development
programs.
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19. Abortions (FY 1991
Appropristions Act, Title,K II, under
heading "Population, DA," and Sec. 525):

a. Will assistance he made
available to any organization or
program which, as determined by the
President, supports or participates
in the management of a program of
coercive abortion or involuntary
sterilization?

b. Will any funds be used
to lobby for abortion?

20. Cooperatives (FAA Sec. 111):

Will assistance help develop cooperatives,

especially by technical assistance, to
assist rural and urban poor to help
themselves toward a better life?

21. U.8,-0wned Fcreign Currencies

a. Use of currencies (FAA
Secs. 612(b), 636(h); FY 1991
Appropriations Act Secs. 507, 509):
Describe steps taken to assure that, to
the maximum extent possible, foreign
currencies owned by the U.S. are
utilized in lieu of dollars to meet the
cest of contractual and other services.

b. Release of currencies
(FAA Sec. 612(d)): Does the U.S. own

excess foreign currency of the country and,
if so, what arrangements have been made for

its release?
22. Procurenent

a. Small business (FAA Sec.

602{a)): Are there arrangements to permit

U.S. small business to participate

equitably in the furnishing of commodities

and services financed?

b. U.8. procureament (FAA Sec.
604(a)): Will all procurement he from the
U.S. except as otherwise determined by the
President or determined under delegation

from him?

No

No

No

N/A

No

No - N/A

No - N/A
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c. Marine insurance (FAA Sec.
604(d)): If the cooperating country
discriminates against marine insurance
companies authorized to do business in the
U.S., will commodlities be insured in the
United States against marine risk with
such a company?

da. Non-U.8. agricultural
procurement (FAA Sec. 604(e)): If
non~-U.S. procurement of agricultural
commodity or product thereof is to be
financed, is there provision against such
procurement when the domestic price of
such commodity is less than parity?
(Exception where commodity financed could
not reasonably be procured in U.S.)

e. Construction or engineering
services (FAA Sec. 604(g)): Will
construction or engineering services be
procured from firms of advanced developing
countries which are otherwise eligible
under Code 941 and which have attained a
competitive capability in international
markets in one of these areas? (Exception
for those countries which receive direct
cconomic assistance under the FAA and
permit United States firms to compete for
construction or engineering services
financed from assistance programs of
these countries.)

£. Cargo preference shipping
(FAA Sec. 603)): 1Is the shipping excluded
from compliance with the requirement in
section 901(b) of the Merchant Marine Act
of 1936, as amended, that at least 50
percent of the gross tonnage of commodities
(computed separately for dry bulk carriers,
dry cargo liners, and tankers) financed
shall be transported on privately owned
U.S. flag commercial vessels to the extent
such vessels are available at fair and
reasonable rates?

g. Technical assistance
(FAA Sec. 621(a)): If technical
assistance is financed, will such
assistance be furnished by private
enterprise on a contract basis to the

N/A

N/A

No

No

N/A

N
\;&




fullest extent practicable? WwWill the
facilities and resources of other Federal
agencies be utilized, when they are
particularly suitable, not competitive
with private enterprise, and made
available without undue interference with
domestic programs?

h. U.8. air ocarriers
(International Air Transportation Fair
Competitive Practices Act, 1974): If air N/A
transportation of persons or property is
financed on grant basis, will U.S.
carriers be used to the extent such
service is available?

i. Termination for convenience
of U.8. Government (FY 1991 Appropriations
Act Sec. 504): If the U.S. Government is N/A
a party to a contract for procurement,
does the contract contain a provision
authorizing termination of such contract
for the convenience of the United States?

Je Consulting services
(FY 1991 Appropriations Act Sec. 524): 1If
assistance is for consulting service
through procurement contract pursuant to N/A
5 U.S.C. 3109, are contract expenditures
a matter of public record and available
for public inspection (unless otherwise
provided by law or Executive order)?

k. Metric conversion
(Omnibus Trade and Competitiveness Act of
1988, as interpreted by conference report,
amending Metric Conversion Act of 1975 No - N/A
Sec. 2, and as implemented through A.I.D.
policy): Does the assistance program use
the metric system of measurement in its
procurements, grants, and other
business-related activities, except to
the extent that such use is impractical or
is likely to cause significant inefficiencies
or loss of markets to United States firms?
Are bulk purchases usually to be made in
metric, and are components, subassemblies,
and semi~-fabricated materials to be specified
in metric units when economically available
and technically adequate? Will A.I.D.
specifications use metric units of measure
from the earliest programmatic stages, and
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from the earliest documentation of the
assistance processes (for’ example, project
papers) involving quantifiable measurements
(length, area, volume, capacity, mass and
weight), through the implementation stage?

1. Competitive Selection
Procedures (FAA Sec. 601(e)): Will the
assistance utilize competitive selection
procedures for the awarding of contracts,
except where applicable procurement rules
allow otherwise?

23. Construction

a. Capital project (FAA Sec.
601(d)): If capital (e.g., construction)
project, will U.S. engineering and
professional services be used?

b. Construction contract (FAA
Sec. 611(c)): If contracts for
construction are to be financed, will they
be let on a competitive basis to maximum
extent practicable?

c. Large projects
Congressional approval (FAA Sec. 620(k)):
If for construction of productive
enterprise, will aggregate value of
assistance to be furnished by the U.S.
not exceed $100 million (except for
productive enterprises in Egypt that
were described in the Congressional
Presentation), or does assistance have
the express approval of Congress?

24. U.8. Audit Rights (FAA Sec.
301(d)): If fund is established solely
by U.S. contributions and administered
by an international organization, does
Comptroller General have audit rights?

25. Communist Assistance (FAA
Sec. 620(h). Do arrangements exist to
insure that United States foreign aid
is not used in a manner which, contrary
to the best interests of the United
States, promotes or assists the foreign
aid projects or activities of the
Communist~bloc countries?

No -~ N/A

N/A

N/A

N/A

N/A

Yes
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26. uuroot;ol

a. Cash reimbursenments
(FAA Sec. 483): Will arrangements
preclude use of financing to make
reimbursements, in the form of cash
payments, tc persons whose illicit
drug crops are eradicated?

b. Assistance to narcotics
t.raffickers (FAA Sec. 487): Will
arrangements take "all reasonable steps"
to preclude use of financing to or
through individuals or entities which we
know or have reason to believe have
either: (1) been convicted of a
violation of any law or regulation of
the United States or a foreign country
relating to narcotics (or other
controlled substances); or (2) been an
illicit trafficker in, or otherwise
involved in the illicit trafficking of,
any such controlled substance?

27. Expropriation and Land Reforn
(FAA Sec. 620(g)): Will assistance
preclude use of financing to compensate
owners for expropriated or nationalized
property, except to compensate foreign
nationals in accordance with a land
reform program certified by the
President?

28. Police and Prisons (FAA Sec.
660): Will assistance preclude use of
financing to provide training, advice,
or any financial support for police,
prisons, or other law enforcement
forces, except for narcotics programs?

29. CIA Activities (FAA Sec. 662):
Will assistance preclude use of financing
for CIA activities?

30. Motor Vehicles (FAA Sec. 636
(1)): Will assistance preclude use of
financing for purchase, sale, long-term
lease, exchange or guaranty of the sale
of motor vehicles manufactured outside
U.S., unless a waiver is obtained.

Yes

Yes

Yes

Yes

Yes

Yes

P
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31. Military Personnel (FY 1991
Appropriations Act Sec. 803): Will
assistance preclude use of financing
to pay pensions, annuities, retirement
pay, or adjusted service compensation
for prior or current military
personnel?

32. Payment of U.N. Assessments
(FY 1991 Appropriations Act Sec. 505):
Will assistance preclude use of
financing to pay U.N. assessments,
arrearages or dues?

33. Multilateral Organisation
Lending (FY 1991 Appropriations Act
Sec. 506): Will assistance preclude
use of financing to carry out
provisions of FAA Section 209(4)
(transfer of FAA funds to multila-
teral organizations for lending)?

34. BExport of Nuclear Resources
(FY 1991 Appropriations Act S8ec. 510):
Will assistance preclude use of financing
to finance the export of nuclear
equipment, fuel, or technology?

35. Repression of Population (FY
1991