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FOREWORD

This monograph is a collection of papers dealing with
many of the recurring issues and probiems encountered in the
design and implementation of cepital and technical assistance
projects, both loan and grant. !t had its genesis Iin the prepara- |
tions for the Project Design Vorlishops held in Abidjzn cnd
Naircbi in the Fall of 1978. The pepers were drafted by a wide
range of pecple, revised during cnd after the Worlichaps and subse-
quently edited and reviewed by Burezu for Africa mznagzment in
Washington.

The papers are neither Agency nor AFR policy, and are
not intended to be construed as such. Our hope is that they will
be used as gquidance, or points of reference, in addressing the
multitude of problems that Project Officers, and others involved
in project work, must deal with on a daily basis. They are also
complementary to, and an extension of, the wealth of material to be
found in the reports of the Abidjan and Nairaebi Vorkshops.

We welcome your comments on how the papers might be
improved. Please forward your comments to the Office of Develop-
ment Resources, Bureau for Africa.

Finally, while many people contributed to this effort, a
special note of thanks t«. James M. Kelly, Charles Fusick and John
Heard, all formerly of AFR/DR, for initiating the preparation of
the monograph.

l"" k -“, L-

~Jhn W. Koehring
Director, Office of Cevelopment
Resources
Bureau for Africa

Washington, D.C.
March 26, 1579
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|.  THE PROJECT GFFICER . ROLE AND FUNCTIONS

A. General Guldance Siatemonts

The profeet officer Is recponsiblo to the USAID for the
development of o projcct. He or cha, unless informezd othorwice by
the missicn, is ascumead to be the mcnager of the whole dasign process.

The projzct officer chouid remain the scme for o partic-
ular project frem cemmencement of the dasign clfort throush review
of the PP in lJachinglen. The projzct officer chould ottend the
Washinglen project review cnd assist with final processing for project
authorization.

B. Discussion:

With the assignment of project officers or Persons res-
ponsible for project design to most posts, it is importent to clarify
exactly what is enpected in terms of role and functions of the project
officer during the design process.

In the past few years officers have often been expected
to pull off minor miracles. Cfier they have had to plungz in and out
of projects at the beginning and end of tha design process or have been
expected to put PPs together from a mass of unorganized pager left
behind by technical teams that may not have had cdequate guidance
nor time to properly complete their worl. In other cases, four or
six weeks is allowed for what should be a two or three month process
and no time is left for editing, negotiating, rewriting, and in general
completing the dotailed word of preparing a PP for review. In still
other instances there has been -onfusion over who is actually in
charge of design and 1o whom te-hnical teams are responsible. In
these circumstances, pieces fall between the cracks, conflicts develop
and the final product is often judgad unsatisfactory both by the field
and AID/W. Project officers, if they are to successfully manage the
design process, need the time, logistical support, guidance, and
authority commensurate with the nature and magnitiide of the task.

The assignment of project officers to field posts ic 3
partial answer to the problems described above. The REDS" design
workshops were another measure. In addition, it is hoped that the
following guidance and suggeslions will prove helpful in terms of
establishing roles, functions, norms ard procedures that will provide
for maximum parformance and qualily output on the parr of project
officers and improve the overall efficiency of the design process.

lThe Project Officer is similar to « Capital Development, Loan or
Design Officer, but a Project Officer's responsibilities irclude loans
and grars for technical and capital projects.
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1.  Responsibility end Authority: Whenover possible a
single project officer sheuld ke recponsible fer a particuler prclect
from concepticn through the calive PID/PP cycle. Conslglency of
management of the desicn process will lessen the preaoblility that kay
elements or canstraints will be neglected and cvald the locs of time
caused by rcpeoted necessity of cach projzet efficor coconlnting him
or herself with now project cottings, baclicrounss cnd porceonalities.
If at all possible, the scme projoct officer chould altend boih PID end
PP reviews in tJachinglen. Finally, as the projoct oificer will ko
responsible “ar the final product, there chould b2 no daulsl as to who
is in charge of all agpects of the d2sicn precess. Oaly one pergson, the
project officer, is really in a position te do this edoguately, In the
event of dispute or an impasse in the process, there chould oiso ke
only une persaon in the USAID to whom projoct cificers cnd teams will
turn for resolution. Preferchbly this will b2 the dasicnoled profect
manager or, lacking this, the Mission Director. (it chauld ¢ without
saying that, where possinle, the projoct managar should be intimately
invol ved throuchout the design process. Vinere projzct monager and
project officer are cne and the seme - so much the botter.)

2. USAID vs. Washinaton: During the course of o
project design it is the responsibility of the project officer to respond
to Washington guidance and policy as hest as he or che can. Uhen
faced with conflicting guidance between the ficld post cnd AID/Y,
the project officer is bound by the USAIDs dacisions. This should
not be a prcolem with Mission staff; but, in the case of visiting or
contracl project officers, it should be made clear tha? the project
officer is acting on behalf of the field post. 1t should be the
responsibi.iiy of tie project officer, however, to bring putential
Washington/field conflicts emphatically to ihe attention of USAID
management and to mcke appropriate recommendations for resolution,
including cabled advice or requests fur further guidance to Vlashington.

3. Questions of Time and Cummitment: Adequate
project design cannot be carried cut in fits and starts. While a design
team is in the ficld, the project officer should be on top of the work on
a full-time basis. He or she is needed for day to day decisions as
the process qgoes along. The project officer wust censtantly shape and
reshape design activity 1o assure that the component parts mesh with
each other. Often the project officer is the only cne with an overail
perspective who can see the full implications of any particular recom-
mendation concerning the development of the project. He or she
should be with the design team constantly, participate in their
discussions and reviews with host country personnel, and understand
as much as possible, the technical issues and questions encountered
during the design effort. The project officer should censtantly be
working to refine the overall process and must make a host of judge-
ments concerning who does what, when, and in what depth. The
project officer must also have adeate time before and aficr tezhnica)
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Inputs are developed for adequate preparation, plenning, end final
drafting and editing - including eovernment nogstiotions. In cum,
the project cfficer must have time to do the jab prozerly ond ba
allowed to focus entirely usan the cpecific profcct durlng thoe doslign
period.

4. Desien Plenninn ond Scenes af Warlis Chile o
separate peper has been prepared on dzsicn plenning I8 §s imooriont
to stress here that this is a major function of the projact cificer, end
he or she should be providad with the time ond reccurces to coceomplish
it properly. Uhen planning for a projoct dzsion is dane oculsida the
mission, the missien can casily lose cantrol of the da2sion process.,
This can cause carefully orchestrated scenarios proeoored in the field
to fall apart. It is particularly importont that the prolcct officer with
technical support fram the USAID, REDSO, or vihorever, dotermine
the design team and prepare their scepes of work.¢ The project
officer is the cnly one, at least thearetically, who knows how individual
analytical pieces must be carried out in relation to each other.

5. Participation in Project Reviews: It is desirable
that pr Giect officers participate in project reviews in Washingten.
This facilitates the review pracess and more than compensates for
time spent away from the field and travel costs. In the wmaiority of
cases, if the project officer is availzble, prolilem sreas can be
adequately explained or resolved on the spot. 1In other cases, the
project offic-- ‘s ;n a position to make appropriate adjustments to the
project docum. ntation twice as fast as anyone else. Most important,
f the project officer can prevent the necessity for returning the PP
to the field for further analysis, enormous savings can be realized,
especially if further technical inputs car be avoided. The project
officer is also normally the best persan to respend to questions that
may arise during the final executive level review of a project proposal.

2Scopes of work can, and sometimes should, be prepared by technical
personnel if available. They should be reviewed and cleared by the
project officer, however, as he is the one who will have to supervise
their execution. The same goes for determination of the tecitnical
team.



. PLANNING FOR PROJECT DESIGN

The process of dzsloning o project con be naarly os complion as
implementing one. Thorcfore, It Is of cgual Importence to.plan for
project desicn os it is for projoct Implemzntation. Plennlng for prokeci
design can be dividzd into threa phazses - PID, Pre-PFPR, cnd BR.

A. PID

The requirements for cempleting tha final projzce deslgn
(the PP) chould ke licpt in ming during tha covelopmen? of tha PID.
The project officer must identify what type technical asslctenee ond
data he will require to cenvert tho cancept cenlained in ihe PID into a
satisfactory projoct desion. He must idzntify which of the data recuired
during thz d2sign precess is alrecdy ovailehio end vhich will have to
be developed during the course of the dzsion precess.

In the past, PP d2sign teams have been field=d which did
no! incorporate the praoper technical ckills or containod ceuirencous
skills. To avoid this the projzct officer must clcarly idenlify the
technical personnel necdzd ond their roles, or scepes of werk, for the
develepment of the final project design. As noled in the ccconpanying
paper on the PID, scopes of work for the PP dz2sion icom chould boe
attached as part of the PID submission.

Because field perscnnel are more intimately aware of the
scope and purposes of a proposed or ject, they must b2 the ones to
define the design process. This definition must tzke place during the
development of the PiD.

B. Pre-pPp

For the purposes of this paper the pre-PP phase is
defined as beginning when the PID is epproved by AID/W and ending
with the arrival of the major portion of the design team. It is in this
phase that the project officer can increase the chances for a success-
ful design effort or almost guarantee its failure. The respeonsibilitics
of the project officer in this phase can be divided into project specific
and general.

1. Project Specific: Prior to the arrival of the
design team, the project officer should gsther all the availehle data
relevant to the pro ject design. He should undarte’e the development,
through purchase, special studies, cic., of the data identificd in the
PID as critical to the project design but unavaileble. The coal of this
effort is to have the data required for the design of the project avalla-
ble prior to the final design phase. Achievement of thig goal, especially
for a complex project, can, in effect, constitule a subprojsct and may
extend over a period of months, if not years. (5ee the description of
mini design team below.)



-5-

2.  General: Frior to the arrival of any moember of
design team, the project officer fUsSt arrengo the necessory logistical
support to assure the tecm member con moke optimum uze ¢f his or her
limited tinte incountry. A partiol list of the cumnort requlrcd by ofl
team members follows:

(a) Host Country counterparis end centocts
identificd, avoiichle to assist, cnd oware of

the projcct scape, coals, end pUrpuses;

(b) Necessary Hast Country clearonces ablained;
(c) Office space, equipment ony supplies;

(d) Secretarial services;

(e) Translators {if ncedzd);

() Transport (including air charter if needed);

(g) Hotel reservations.

C. P.P.

During the final design effort (or development of the
Project Paper) the project oificer assumes his most active role - that
of a manager of a team of specialists. This function is described in
detail in the paper entitled "Role of the Project Officer".

Additional Comments

PERT: The timing and logistics of a project design are
complex. Assuring that individual team members have what they need
to complete their specialized tasks, and can relate to each other in a
timely manner, requires management skills of a Yigh order. One
tool that the projeci officer may consider in planning his cesign effort
is to PERT the design effort. The developmer of a PERT for a design
effort will identify the inter relationships betweoen design team menmbers
needed to complete the design evi~rt and the timing of the individual
efforts required to schedyle the develcpment or gathering of data in
order to assure the data is available when needed.

Timing: Related to the PERT is the concept of time needed to
complete a design effort. The importance of allowing adequate time to
undertake the design process mus! be emphasized. Beyond the time
consuming mechanics of contracling for design team members, the
actual field analysis takes trom two months to over a year to complete.
The Bureau has numerous cases of attempts at "hurry-up" design,
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most of which have resulted In redesion cfter redeslon, ofl ¢f uwhich
delayed nroject cuthorization cnd Implemantation. Culting tior frames
too short places undue stress an the heat country Institatiorns, doos

not ellow sufficient tiine to considor develozment eptions end uzuadly
ieads to incampletely dafincd projecis lacking In cnalydical luziification.

Mini Teoms: Many projccts, particulordy complon or nnsvative
projects, may be better suitcd to a phosed corics of "mind teoms®
rather than ane unified team. The carly tenms would basically deofing
primary constraints and suggost a program to cddress these constraints,
F ollowing this phase of the dasign, AlD cnd the hast country cfficiols
should review all the recammendaticas ond daofine the cemponents of
the project which we will move forward with. Finally, based on the
AlD/Host Country agreemicats un the project czoeription, o final
design team, possibly incergorating seme of the same o1aff as the
earlier "mini-tcam", will go to the field. This tecm will pregare the
detailed description, budg=ts and analysis of the agreed upon project.

This approach requires very carcful design planning to assure
that the proper investigations are undzricken in the praper segusnces
and to allow for sufficient consideration of the various development
options by AID and the Host Country inctitutions. It also requires
very careful delineation of varicus consultants’duties, particularly
in defining the scape of analysis required in the final phase.

Specific Recommendations:

1. Increased emphasis should be placed on design planning in the
PID. This includes caiefully defining the varicus skills needed, the
contractirg mode for obtaining these skills and timing of various
cornsultant and project officers' inputs;

2. The field post should define the design effort. Scopes of work
should be drafted by the field posts and submitted along with the PID
rather than leaving it to AID/V/. Requirements for additional pre-
design studies should be carefully defined and costed;

3. Consideration should be given to a phased design effort as opposed
to a comprehensive unified team, particularly in complex projecls;

4. Timing of the design process should be carefully considered to
assure that there is adequate time allowed for meaningful Host
Country collaboration, accurate analytical studies and precise desion;
and

5. A regular system for keeping AID/W informed of substantive
changes mus! be instituted,
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The following check lisis were doveloned ang tested by OSARAC
personnel 1o support project desien activities in Scuthaern Afrlca.
They have proved their value during actual dasien effertic. Since
these check lists were developad to mest the cperific neals ¢F OSARAC,
project officers in sther arcas may wish to uze them os o modal thnt
can be revised as necdad to meoet their owa nocds. Uhilo you may
wish to revise soeme details of th: OSARAC lists, the concent of a
design check list is valid cnd it is recemmendcd you ko use of it.

THE DESIGN OF NELJ OSARAC PRCOJECTS

The following is a lis? of iscues whick :bheuld be thoughtiully
considered by the OSARAC projzct managzr recgansible for the
design of a new project. These rcflzzi general OSARAC policies and
do not Jup!icate project desicn reguirements which are found in Hand-
vcok 3 {(e.g. iog frame, etc.) and which also must be considored in
each new project design. These issues should usually be discussed
wit- incoming projzct officers and design teams so that they are
familiar with OSARAC predileclions on these matters.

1. Are qualified Africans avai!able to participate in project design
either as government counterparis to the design team or as private
individuals on contract to AID?

2. ¥What waivers will be required for the project?

3. Is this project appregriate for hosi coun'ry contracting?

4. Srculd the Fixed Amount Reimbursement procedure (F AR) be
usec for construction funded by this project?

S. Can we use desian team personnei already familiar with the
country and the sector?

6. Is an Initial Environmental £ xamination or other environmental
study required and planned for?

7. Are there linkages to other seclors? Should other OSARAC
technical officers be involved in the project design to some extent?

8. Is there sufficient training contained in the project to meet
government and AlD localizatio objectives?

9. Are there recently identified issues or tasks not included in the
SOW which the design team should be aware of?

10. What AlID or other donor experience or: similar activities can be
brought to bear in desigring this project, and avoiding the miztakes
of earlier projects?
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ORIENTATION PACKAGE FOR ARRIVING DESIC

1. Caples EQU) for this Dezlon +

2. CAR or Sieatery Sictemont for the Coamlry ¢

3. Boclicraund Decuments tncluding previcus AlD project cocu-
mentation (ABS, CP, clc.) +

s, Lict of liey contacts in host country <o+

S. Administrative arrengzmeonls:  info on travel, teznsport

arrangomionls, aifice cpoce, scerctarial cupnort, cccemadations,
banking corvices, clc. oo

6. List of OSARAC staff with dzsicn lioisen ofiices clearly
designaled

7. Relaticnchip to next dosign action(s) ++

8. Handbook cuidance +

9. Schedule for design team (including entry introduction to

Director; entry Program and AID sbjectives, bricfing by Asst.
Director and Schedule for "mid-design' Issues meeting with USAID) +++

10. Other Agency documents (IBRD, etc.)

+ Written
++ Oral
+++ Written or oral



1. Project Title and No.:

2.
4.
5.

10.
1.
12.
13.
4.
5.
16.
17.
18.
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PROJECT DESIGN CHECK LIST

FY OBL:

Status of—Design:

Chicken Pox Canirol Lesotho

3. OSARAC Project Mznager:  Colline
PID conproved December 25, 1977

Design Actions Regquired:
(A) Action No. i: PP dzsign
(B) Action No. 2: Environment assessmend

Action No. 1

(A} SOW drafted by

(B) Cleared by
" " PDO January 6, 1978

. " Program Officer

" Director

(C) Submitted to AID/\ or RE
coordinated with host countr

(D) Source of Funds and Amounts

Technical Officer:

Collins, January 1, 1978

sem2 as above

Jonusey 5, 1978

January 10, 1978

DSO on Jzrueary 12 by ceble as

and other denors (cchle/P1D/memos)
PDS, AID/W, £69,000

(E) P10O/T termination Jate: Aoril 30
(F) Administrative Support included in P1O/T: vehicle rental ($5,000),
secretary »2,500), air charter ($2,000)

(G) Team/individual nomination re
(H) OSARAC response:

(1) Accepted:

(J) Host country counterparts:

Disease

ceived: February 15

Rejociad chicken svecialist

March 1

PS/Health, Director Communicible

—

Team Composition

(A) Design Officer: Ortena
(B) Chicken Specialist: Smith
Frojected Schedule

(a) Arrival/orientation:
(B) Mid-Stream review:
(C) Pre-Final draft review:

March 15, Mbabane (3/15)

April !, Maseru (4/15)

April 12, Maseru (4/15)

(D) Final draft submitted: April 15

(E) Departure:
9. Document cleared by Technical Officer

" "

(4/21)

April 21

(4/21)

May |

PDO:  May 1

Controller Officer: May |

£ conomist:

Program Officer: May !

Director:  May 15

Others (E X0Q)

Contractor Evaluation Submitted: April 25

Contractor Evaluation of AlD

Date document submitted 1o AID/W: May 20
Expected AID/W review: June 1 (6/25)

Field/design team particinate in AID/W review:
Congressional Notification required:

AID/W approval:

support submitted by team: April 21

Orteca ana Smith

July 10 ( 7/25)

Pre/Ag and Implementation Document prepared:
Date and Number of obligations:

July 20 (8/10)

Amount:



http:Dcccr.er

-10-

. THE P.I1.D.

A. General Policy

The Bureau requires the submission of a PI1D as the
first step in project develapment. Responsibility for the substance
of the PID rests with USAIDs. Ac_istance from REDSOs or AID/W
may be available on request. If special studies or other enalysis
is needed 1o help missions davelop PIDs, Missions may requeost
such assistance or use local PDS funds for such purposes.

8. Discussion of Rationale for Recommended Position

In the best of all worlds, PIDs would flow from com-
prehensive sector ard multi-sector analyses, and they would, as
compiled within specific sectors, either result in an AID/LGC program
or flesh out a LDC multi-donor sector program. They would also be
fully responsive to the LDCs' development plans and proposals and as
well be directed to AID's primary target group concerns.

Most African missions ana the African LDCTs which they
serve, do not have the degree of documentation or statistical base
in the sectors to permit this ideal procedure. Similariy, AID, as
unly one of many donors (often a minor or junior one), may not have
the freedom or flexibility to deal with the changing LDC e onomic
development environment.

To best serve the missions ard 1.DC concerns, P|Ds
should be straight forward and realistic in the appraisals of the
tDCs' needs, capahilities and wishes as projects are developed.
Mission CDSSs should provice an overall framework which can
serve, in part, as the basic background information realtive to the
specific purposes.

It is important for mission staff 16 rec agnizs 1hat as
4lD has endeavored to streamline the project approval cr <ess by
eliminating the “RP step, the requirements ievied on the 1D have
escalated. The PID now serves not orly to identify a proposed
activity, but must also prowide basic information as te the "what" is
tobe done. 1f the LDC itself ar ather donors have also settled on
the "how' the te nnological interyventions are to be done, or if the
mission has so determined, the PID should note this and provide a
minimal description. \yee structured 1Ds will expedite the AID/W
Project review process, will minimize the need for additional
explanations and will better assure acceptance. Handbuok 3 quid-
ance is generally adequate. |$ 1D formats seriously address the
nueslions noted in Section afc ), the review will go smoothly,
Following are a fow specific poirts which the ACR Bureau reguests
be covered in P|Ds:
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1. As noted above, be sure to include sufficient information as
to "what" the activity is and "what" it is expecied to do - in ather
words, describe the project and its proposed technological intorven—
tions,

2. When there is mission/LDC undzrstanding as 1o "how" the
actlivity is to be mznagad, what technical interventians ensear
relevant and feasible ond, if decided, whai tyoe of implementing
agency is desircd, by sure t, include such information.

3. A draft or preliminary logframe is g very useful annex to a
PID.

4. Avoid "straw man" as alternatives are discussed.

5. Indicate other donor activities which support or interface

with the proposal.

6. Include - "bare bones" discussion of the LDC institutional
environment 7~d irter/intrainstitutional prablems-linkages.

7. Your best assurance that you can get useful assistance from
AFR/DR in the PP design is to include in an annex the proposed
scope of work for the PP design group.

8. Straight forward ident:fication of the issyes which you can
anticipate the Bureau may have problems with, coupled with the
mission's recommended position, helps the AID W de: isi.n-making
process.

Specific Recommendations

1. Use the foregoing eight points as a ""check list" to augment
the Handbook 3 guidelines.

2. Structure and write your PIBs keeping in mind their
purpose. Be sure to "keep it simple'. Badly written PIDs get
bad reviews.

3. Be as specific as possible regarding missions' cpinions or
views on implementalion. both within mission, between mission and
the LOC and between LDC » Mmission and contractor.
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IV.  THE PP: FORM AND SUBSTANCE

A. General Culdonce Stotement:

Uihile Hondbook 3 cuidzlines for PP preparation chould
be observed, some flenibility is nacessary In both contemd and fermat.
Above all, the PP choula be a straigheforword, well organlzcd,
honest exposition. Key items of information should bo hichlighied
and set forth in such a way that they are immediziely brought to the
reviewer's attention and that there can be no confusion ag to enactly
what is preposed or claimzd.

B. Discussien:

There cppears to be honest confusion chout what the PP
should actually be. Uith the elimi :ation of the PRP, all substantive
analyses; technical, economic, engineering, financia', administrative,
social, implementation, etc., are now left for the PP stogz. Yet a
Project Paper of 35 pages is desired with a tota! length, including
annexes, of no more than 100 pages. In the case of the Blue Nile
project in the Sudan, for example, the USAID was faced with the
problem of what to do with 450 pages of technical reports, project
description, and other required annexres and material. To esteblish
the feasibility of the project and the rationale for the proposed inter-
venticns, it was felt necessary to submit a Projzct Peper of 142
pages supported by 300 pages additional material. A shorter pager,
it was feared, would not provide the informa.:ion required to evaluate
the project preposal.

The above represents a common problem faced by the
project officer daily as he tries to put a project paper togather.
How much depth is required? In complex rural development projects
especially, the host of issues that must be anticipated is formidable.
How does one cover all bases without ending up with an endless
document?

As expressed in the Cuidance Statement, there is
really no se« model, format, or length that can be applied. Project
offices and teams must respond to the varying demands of different
situations with flexibility. The following rules of thumb and general
guidance, however, may prove helpful.

1. Lengtlh: For small or simple single-aclivity
projects it should be possibie tc meet Handbook 3 quidelires with
no real prblem, i.e., 35 pages ! basic PP text and a total of no
mor-e thon 100 pages including annexes. For larger, multi-activity
or "integrated” projects, however, especially those with centro-
versial issues where considerabie analytical content is reguired,
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some real though must go into layout and packaging cf PP material.

In general, the body of the PP should summarize and refer to annexed
material. This can be done with both analytical and descriptive
elements. \there analytical documentation is particularly voluminous,
one volume for official review purposes : on be prepared which would
include such standard required annenes as stotutory choeolilists, the
Log Frame, cnd waiver justifications. The secend valume could then
includa all full technical analyses (including cconomic, cocial sound-
ness, IEE, engineering, etc.) and would be prinicd in smoiler
quantity for those with a technical interest in given clemenys. The
second volume will also be necessary for datailed project plenning
and administration by USAIDs, contvactors and covernmecnt personnel
in the post-authorization peried. In those extrema cases where even
basic summary information exceeds acceptable length criteria, the
PP should be completed as required for negotiation and impiementation
and then a separate summary prepsred for review purposes with the
full paper available for technical back-up w*cre necessary.

As a rule of thumb, the basic volume, whether
complete or part of a two volume set, should be no more than 100
pages, single spaced.

2. Editing: As with any complex job of drafting, suf-
ficient time must be programmed for rigorous editing of material to
insure brevity and consistency. In many cases, tough editing by
itself can bring a PP's length within reasonable bounds. The time
must be allotted, however, especially in those cases where a number
of technicians have producted separale pieces to be incorporated into
the FP. Also, changes are often required as a resultl of government
negotiations, and time for reworking the paper must be proved.

The same goes for internal (USAID) reviews.

3. Form and the Importance of the Opening Summary:
A standard complaint in the review process is that this or that key
section or piece of information can't be found or is not readily
apparant. A negative mind set can be created in the reviewer or ex-
ecutive if he or she cannot, for example, immediately find the issues
or basic funding information. In part the problem can be ovaercome
with careful organization and a detailed table of contents. Seyond
this, however, the first few pages of the PP should be a summary of
the entire proposal. That is, the project should be desc ~ibed in one
or two paragraphs, legal and statutory criteria should be referenced
as cleared and pinpointed as to location; summary financial informa-
tion should be presented; the technical y economic, social, environ-
mental, and engineering annexes should be referenced in terms of
acceptable findings or outstanding problem areas. The evolution
of the project should be described in a paragraph. Finally, issues
should be spelled out along with treatment and resolution, referring to
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appropriate annexes. Don't moke reviewsrs search for Iscuss end
answers. Put them up frent cnd tell the reader whore to go fer
detalled treatment. (A sample oponing summary Is attached as lustera-
tive.)

Not enly do the chove moocures mzlie PP dosu~
mentation much easier to handie, cnd more uselul In the rcview
process and ismplemantation, but they give thc USAID o poyciislegical
boost and create the impression of competlence cnd cound orgonization
as the case is presented in tlachinglen and in nogelictions with the
Host Government.

4., Content: Every PP chould include the following
elemzants:

a. Basic Text:

1) Summary and Recommendations (See above)

2) Cverview and Relevanc: of Project (Very brief)

3) Goal Structure of Project (Goal, puipose and
end-of-projzct status)

4) Project Description, as a Wthole and by Com-
ponent (Detailed cutpuls chould be
described end inpuls explained and
justified)

5) Project Analyses {Summaries if covered in
detailed annexes) including

- Technical analyses (agransmy, health, etc.)

- Economic analysis

- Social soundness anolysis

- Environmental analysis (IEE or EA as
aporopriate

- Administrative analysis of implementing
agencies and USAID reiative to project
management

- Engineering (where required to satisfy
611 criteria)

- Financial analysis and plan

6) Implementation Arrangements - both host govern-
ment and AlD - inciuding the mechanisms for
disbursement, contracting, procurement,
logistics, etc. The implementation and
evaluation plans also {it logically in this area.

7) Conditions, Covenants, and Negstiating Status.
Conditions and covenants should be conplete
and well thaught-cut to progerly deal with
outstanding issues and esteblish scund manage-
ment practices. (Don't make Washingion
define these for you.) Conditions end coven-
ants should be referenced and explained in
the text unless standard or self-evident.



-15-

Annexes:

1),
2)
3)
4)
5)
6)

7

8)

Mission Director's Certification (611e)

Detalied Cost Estimate

Loglcal Fremowork

Statutory Critoric Chockiicts

Waoiver Justifications - vhoro nctessary

PP recponse to Wachingien quidance cebies,
oF cariier projoct eritiques

Technical, cconamic, scclal, envirenmental and
other anolyses os required.

Request for Assistance



Altechment 1 to
PP Guldance Papor

PART | - SUMMARY AND RECOMMENDAT IONS

A, Grantee and E xeculinng Aconcios:

The grantee will ba the Governmen? of Sudan (GOS) represented
by the Ministry of Nationa! Planning. The primary executing agancy
will be the Bluz Nile Province Governmeon? rcprescnled by the office of
the Cemmissioner, Blue Nile Province. Gthor contribuling agencles
include: the Ministry of Agriculture and various dzpendancies, the
Ministry of Cogperation end Rural Develapment, the Ceniral Bank for
Cooperatives, the Rural Water Corporation, the Naticnal Economic and
Social Research Council and the Ministry of Public Works.

8. Recommendations:

1. A grant in the amount of $.1,755,000 over the seven-
year period commencing in Octrer 1978 should be authorized to the
Government of Sudan for the preparation and execution of the integrated
rural developmert project deszribed in Part 1] of this project paper.
The GOS contributicn to the project will amount to the U.S. dollar
equivalent of $3,691,700 (23.6% of total cost) while participating
farmer cooperative members wi'l contribute the equivalent of $226,000
(1.4% of total cost) over the project's life (see Summary of Total
Project Costs p. 15).

2. The poiicy set forth in Handbook 2 I'miting the length of
a project to six yearc should be waived to allow a project life of
seven years. (The only seventh yrar activity funded will be the
conclusion of the third and last social and economic survey and the
past project evaluation. For justification see Annex E.)

No other waivers are requested.

C. The Project:

The project is designed to develop and verify a viable system
approach to small farm ard livestock development which will be suit-
able for replication over larger areas of the "traditional" (small
proriucer) rainfed procduction sub-sector of Sudan. This will be
accomplished through a series of carefully planned, supervised and
documented interventions on behalf of small producers within a
selected area of Blue Nile Province. Of particular sigrificance
will be a small farm mechanization activity, designed to determine
whether and how the application of farm machinery cen truly benefit
the traditiornal holder. Activity ~cmponents are also included for
the improvement of agronomic and livestock production practices.,
With respect to the "AiID Mandate', the project is designed in such
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a8 way that it will stimulate local (villngs) ond reglenal (dictrice/
province) organizatienal ccpability to bonsbit frem end ainialn the
development process in a colf-custaining, particlzalory monnop.
Co-cperatives are utilized as the erimary wochonlom for Bath dloirl-
bution of services end the dovelesment of o colf-cusinining ciructure
for micro- cnd reglonal ccensmic Inprevemenl vnen terminatlon of
external assistcnce. Prapssed projzct bonoficlarics includs samo
2,500 small farm and 3,300 Nomod femilies. (Sce Part 1} for complete
project dascrigtion.)

D. Summary Fingdines:

The Projoct Cemmittce has reviewed the detalled technical,
econoimic, social, finoncial, administrative, englincering and cnviren-
mental gnalyses carricd cul for the prepescd projoct. {(Poris (1] end
IV and corresgending Annones.) In each cose, tho projzot was found
feasible and beneficial. Furthar, the data, Infoermation, cnd Insight
to be generated by projoct exceution is expccted to recult In a policy
level impzact of far greater importcnce to Sudzn's treditional cector
than either the project ai‘ea or numbors of participanls would inply.
The project is also found apprapriate within the framoworik of official
USAID country program and scector stracgies. Project caproval,
therefore, and early executicn are recemmended.

E. Lecal Criteria:

The project meets all applicable stotutory criteris (see Annex
D). Planning and costing requirements of Section 61 1(a) of the 1961
FAA are considered satisfied (sce Part |11 » D 2nd Annex E). Section
611(e) is also considered staisfied (sce Mission Director's Certifica-
tion, Annex A). With respzact to the Host Country contribution reguire-
ment, combined GOS and participating farmar inputs to the projact
are conservatively calculated at 25% of total cost (see Part Hi-F,
Financial Analysis and Plan). The GOS request for assistence in the
form of this project i: currently being prepared by the Ministry of
Planning and will be forwarded prior to final project review and
authorization.

F. Project lssues:

1.  Lack of an Adeguate Available "Technological Package"

The maximum improvement in productivity that can be
predicted with assurance for the small farmer under this project
consists cf 25% and 10% increases in yield of sorchum end sesame
respectively, the two principal traditional craps in the projoct area.
Agronomic research agpliceble to the traditional secter (25 opposed to
the modern sector) in the Sudan is in its infancy. The problem is
recognized by the GOS and new research initiatives are plenned
for early implementation b+ the Agricultural Research Corporation.
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The 1BRD/AID Western Agricultural Recearch projact will also
contribute as will Bank's Third Mechenized F armins Profect now In
review in Washingion (see full discussicn of tha icsue In Part Hil-A
and in Annex K).

2. The Return to Liochenization

This issue is clesely reloted to paragreah 1 ebove. Glven
the lack of a breciithrough on yields, the return to mcchanizatien
becomes marginal under rainfeg conditions. Althsush not cnalytically
supported, it is believed that o significont portion of mcchonlzed farm-
ing schemes in the Sudan are subsidized Bath dircctl, 2nd indircctly.
The short term answer relative to the cmall preducer weuld cnsear to
be expansion of arca cultivated, althouch a lchor constraing hore must
also be overcome. The project will experiment with varicus fomibly
plot sizes and models in search of short torm solution. Also, increased
small farm liquidity under the credit program may cverceme the lobor
constraint in part. In the long term, as with the technological package,
the answer must come from resecarch (sce discussion of the issuz in
Part 111-A and Annexes J and K).

3. Cost of Projoct and Recurrinn Cost

Cbviously the cost of the project is hich, relative to the
target group. Likewise recurring cost levels represent a substantial
subsidy element. The problem diminishes in degree, however, in
relation to the experimental thrust of the effort. The project has
significant institution and system building elements and potential (see
full discussion in both Financial and Economic Analyses, Part 111).

4. Social Issue: Mechanization for some but not for others

As will be seen in the projzct description only some 1,000
farmers out of 2,500 to participate in the project will actually receive
mechanization services. There is a concern that the non-mechanized
package may not be well received and that valid comparative analysis,
therefore, may be in jecpardy. The problem should be overcome in
part by the credit program which should convince many farmers, in
severe need of cash for both labor and consumption, to participate
productively. Beyond this, cogperative and agricultural extension
efforts will have to be very carefully tailored to stimulate sufficient
participetion and cooperation.

5. The Merchant

The cooperative/credit strategy is aimed directly at
undoing the highly profitable debt peonage system benefitting local
merchants. Whether or not the merchant can be benefitted sufficiently
through other means to accept this without undercutting the cocperative
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and credit system in ways at his dosposal, remains to he seen. Also,
farmers are reluctant to alienate the lecal merchant as in times of
trouble he may be the farmer's last resort. The marchznt is also o
farmer, however, and stands to benofit frem projoct services, although
not as much as the traditional producer. The merchant's suporior
education and financial experience may also benafit the villag2 co-ups
if he assumes a positive leadarship role. Nezvertheless, careful
controls will have to be estcblished to avoid having the morchent
absorb more than his share of the projzct benefits at the expense of the
smaller farmers (see discussion in Cooperative and Social Soundniss
Analyces and Annesxes | and O).

6. Cooperatives and the Co-cp Union

It has been argued in earlier critiques of this project
that the concept of cooperatives and an integrative ceoperative
structure {the Union) is too sophisticated for the limited experience
and exisling managerial cepability of the areca. There was muc b to
support this argument, especially as the project was originally
structured. The design of the system has changad significently, how-
ever. As the co-op system is now structured, the Union will eventy-
ally be a single, medium-sized multi-purpose cooperative. In effect
the village co-cps wiil be branches and will have very limited (at
least initially) roles »nd functions. The wo primary services of the
system, credit and mechanization, will be centralized at the Union
level. Over time, as the village co-aps grow in capital and experience,
they can expand more on their own account, but this will be a gradua! ’
long term process. The Union, on the other hard, will have profes-
sional management from the start and will gradually assume financial
responsibility for it and services as volume and capital grow during
the project (see Annex | for full discussion of viability of the coopera-
tive scheme).

G. Project Evaluation

In May 1977, AID contre-ted with the American Technical
Assistance Corporation to prepare a report on "AID Involvement in
Traditional Agriculture in the Sudan'. As part of the report, o
PID was prepared for a project in the Blue Nile Province for
"Traditional Agricultural Sector Mechanization". The PID inputs,
budgeted at 3.8 million (U.S. contribution), were approved by AID/W
in State 225572 dated September 20, 1977 (see Annex G).

In October 1977, AID contract.d with Pacific Consultants
to field a design team and to prepare a Project Paper. The team spent
five weeks in Sudan in November and Decomber 1977. The team
expanded the scope of the project as well as the U.S. contribution to
$20 million. in March 1977 AID/W reviewed the draft PP and recom-
mended a revision of the focus and scale of the proposed project (see
Annex G). As a result, a team was sent from AID to the Sudan in
April 1978 to assist USAID/Sudan in redesiging the project resulting
in this project paper.
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V.  DESIGN INNOVATIONS

A, Goneral Guidrmnce Statement:

Certain design innovaaioms.‘ discussed below, are
encouragzd in those cases where normal feasiblity enalyses end plan-
ning are not possible due to constraints impoced by lack of dota, time,
infrastrucutre, insiitutionai, finonciol, or technolocleal rescurces.
The suggosted cpprocches are ecpociobly useful for camplen regicnal,
sector, or "intecroted” projects incerporating o nuwbor of rutuzily
reinforcing interventions. Most of the innovations, in ano way or
another, permit an evolutionary desicn process to occur based en
experience gained in actual implemeniatian.

B. Discussicn and Recommended Innovations:

Hf Handbook 3 and other official guidznce are to be seriously
followed, Africa project design teams are often foced with seemingly
impossible tasks. Lack of data alone frequently preciudas adequate
feasibility analysis without time coensuming and costly basic survey
work. In other cases, designers are faced with institutional voids
and must plan in a vacuum. In such instarces, to press on with the
complete design of a project, which can have no supportzble technical
foundation, is a costly mistake for AID and for the Host Government.
When designs of this nature are reviewed in Washinglen, they are
consisiently turned back for further work, sometimes on a piece-meal
basis, sometimes for radical surgzry or complete redoing. As many
Missions will testify, when project submissions are returned under
such circumstances, the results are frustration and embarrassment,
not to metion the additional workload and costs involved.

in mest such "impossible" situations, however, there
are innovative ways of dealing with existing constraints. In the
African setting especially, brain storming and "free associating” is
essential and urged by the Bureau. Many of the controversial recur-
ring issues faced time and again in AID/W reviess, and in implemen-
tation, could be circumvented by the application of some variation of
one of the models suggested below. There are, undoubtedly, many
others. New ideas and proposals are welcome and solicited.

1. Phased Development: In cases where a project is
clcarly ot 2 tong-term nature, in terms of institutional, system, or
sector objectives, then the project should be so designed. (Casamance

'The catch word "innovation" is used here advisedly for lack of a
better term. Actually most of the approaches discussed have been
around fur a number of years.
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Regional Development in Senegai Is & case in point.) Fhase | can
lay institutional, research, and infrastructure groungwerk over &
three to five year period, for encnwle, with o sionificantly expanded
field operational phase to follow. The entire scenario can be inltlally
planned for a decede or more, even when the initiol phace is for a
much shorter period. River basin development is en area to which the
approach is ideally suited. The key to a successful design undar this
approsch is the careful definition cnd plcnning of cutficiently discrete
phases, especially the first phase. It chould have concrete cbjcctives
and realistic, meosurcble cutput targats. Also, the analytic ground-
work for the design of the fellowing phase so that resources from
Phase |} will come on <tream hefore the initial project expires and
momentum is lost.

2. The Evolutionary Asprozch: The phrase was
coined in the Bureau in early 1977 and gpplied to such projects as
#ali First Region ard Haute Vallee at the PRP lovel. It is a varis-
tion of the "phased” approach. This is the case where project
objectives aini consiraints are of such a high degree of complexity
and severity that the analytical basis for authorization cannot be
established with a reasonable timeframe. In such cases, an arterna-
tive is to authorize a small project with modest initial interventions,
while technical specialists carry out the work nacessary for the
development of the largar or main project to begin in two or three
years. A gcod example of the arproach is the Liberia cogperative
project approved in 1977, In this case, an initial three-year training
project was authorized along with technical assistance preparatory to
a major multi-activitly cooperative development effort.

3. The Process Approach: The process approach
involves the notion of a dynamic design, inplementation, redesign
process with built-in data gathering and management, feedback, plan-
ning and replanning characteristics. The nodel can be effectively
utilized in such cases where actual field experimentation should take
place along with data gathering and analysis in order to adequately
shape and reshape interventions. Examples are the S-idan Blue Nile
Project and Arusha Planning and Village Development in Tanzania.
Probably the most important element in the approach, requiring a very
thoughtful design ffort, is the ongoing mechanism for capturing field
experience, data and fecedback from participants in a practical form
for planr.ing and replanning purpcses.

4. Core Capacity-type Projects: A project type em-
ployed in a number of countries of Latin America in the past decade
has been a special loan or g ant for the creation of an inter-institu-
tional aralytical ard planning activity, normally focused on a particular
sector. Sometimes this takes the form of a technical secretariat to an
inter-ministerial committee. |In other cases, it can be a sector plan-
ning cffice. One interesting grant in Honduras provided funds,
techrical assistance, and other inputs to a group of four key institutions
to build their collective "core' capacity in small farm agricultural
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develcpment. Another pyoject in Costa Rica developed an agricultural
marketing analysis and planning capabilitly under a special inter-
agency commitiee that considered marketing proposals of both regional
and national scope. This type of project is also suitable for long term
river basis and regional de. 2lepment efforts involving the establish-
ment of special "authorities' or project management units.

Normally, the core capacily type of project is the
precursor to a sector level program. If this is going back to the
"sector approach', perhaps it is nol an innovaticn. On the other
hand, it probably is for a number of countries in Africa.

5. Rural Works and Other Multiple "Sub-project"
Approaches: Mali Rural Works is a good example of this type. The
approach generally establishes a fund, a mechanism, and, sometimes,
an organization, for the evaluation, approval, and monitoring of
sub-proiects - often of a village improvement, low-level rural
enterprise, or infrastructure nature. Another variation, known as
"co-financing" in Indonesia and Bangladesh, involves the establish-
ment of funds for certain PVO entities and project types. Usually,
comprehensive criteria are set up for project selection and approval
utilizing financial, economic, social and techniczal indicators as
well as other AID policy considerations. Other, broader variations
include cooperative and municipal develcpment fund projects which
are often of an intermediate credit institution building character.

The multiple sub-project ("'basket™) approach is
most usetur in those cases where the greatest need is for small
interventons at the village or cooperative levei and where detailed
feasibility analyses in advance of project authorization would nol be
cnst effective. Tne model is also appropriate for developing rural
"outreach’ analytic and management capacities on the part of both
public and private national and regional delivery systems, the
operation in Mali, for example, or the GRD of Upper Volta. Finaily,
such projects can be utilized to develop basic village planning and
self-help capabilities. Varieties of initative that can be generated
at the local fevel are almost endless ang can be directed at solving
any number of constraints in bath economic {income, emplaoyment,
production, markeling, transportation. etc.), and social (health,
educatior} sanitation, nutrition) arcas.-

‘5500( tal care with respect to satisfaction of Section 63 Y. mogst pe
taken with this model. [f the purpose of the project is to cstablish

an inslitution aor system, then planning and feasibility reguirements
can be met in terms of the implementing entity or group. !f, however,
the intent is simply (o carry oyl certain fow level activities, then an
exhaustive iist of sub-projects must be developed with bllia) criteria
satisficd in advance in terms of particular types of activities, e.g.,
rural roads. Otherwise, 611a will have to be met individually, on

a cas» by case basis, represerting an inordinate burden on most
Mission staffs.
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€. Title X1 and the Collaborative St le: A separate
paper on Title XI| has been prepared. It is imgortant to note here,
however, as a potential innovation in arcas where a long-term cons. -
tent technical support capzbility is required. This could be comdined
with several of the above approaches.

7. PVO Innovaticns: Scparate., vpdated cuidance
will be forthcoming from the Burcacu on PVO project policy ond proce-
dures. A number of possible project types are worth considering,
however, when faced with the absence of effective governmental
channels for nceded assistance. These include cogperatives of &
variety of types, savings and credit organizations, development
foundations, church and ethnic groups dedicated to developmental
goals, small enterprise associations, elc. Sometimes a veluable
link can be made with a supporting U.S. tased PVO. In other cases,
an important gap in a government delivery system can be filled by a
PVC.

C. Conclusion_:

The above obviocusly does not represent an exhaustive
list of possible "inncvations' or models that can be pursued when
faced with the absence of organizational and other "props' necessarv
for the “standard" AID project. (Minist, y delivery systems, roads,
rescarch, etc.) |If done seriously, brain storming with host country
personrel can yield al! sorts of pstential innovations for dealing with
"impossible’ situations.

Again, suggestions are solicited. Finally, it makes
sense to tap AlD experience elsewhere whenever an idea has been
developed sufficiently to be taken seriously as a potential project.
The Development Information Service (DI1S) should be queried in
these cases.
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Vi. PROJECT TECHNICAL FEASIBILITY

A. General Policy

Handbouk 3 requires a technical feasibilily section as a
requirements for Project Papers.

B. Discuscion of Raticnale for Recommended Position

The neced for a technical feasibility analysis is self-
evident when project supported technological interventions are basic
to project performance. The heart of the issue is not "what to do" in
the PP, but rather "how to do it" in this section.

The most critical matter is to insist that project design
technical staff deveiop technical feasibility analysis, insofar as
possible, from the viewpoint of the LDC project taraet group. The
challenge must be to assure that the technologies proposed are reie-
vani {o those expected to adopt them.

Of equal importance is an assurance that the technical
design staff have fully interacted with Host Government professionals.
Technological packages developed by AlD-funded professionals in &
vacuum are not only unlikely to be adopted, they wi'l probably be
resented by the Hest Government's staff and either allowed to wither
away or be actively sabotaged.

One of the most useful steps 1o assure useful and targeted
inputs from technical staff during design i; to have a clear cut scope
of service for cach icchnician and a clear understanding of team
discipline and responsibilities. Where missions are staffed to provide
technical leadership to design staff, they should participate in the
design itself. Scopes of work should be drafied by technical staff at
missions and/or backstop officers at REDSO and AFR/DR/TECH.

Technical analyses are usually closely linked with
economic analysis in projects where increased incomes are part of
the goal or purpose level. Technical design staff and economic
feasibility specialists often must be convinced of the need for close
coordination during the design process. Similarly, the technical
analysis needs to be related to the social analysis. Here again, the
project officer must act as a catalyst to assure that the technica!
design specialists are communicating with those responsible for social
insights. Responsible Host Government staffs also need to be
involved in this critical interface and be fully "on board” when the
project's technology is specified.
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Technical feasibility analysis must aiso reflect the
"art of the possible”. Tecl nical proposals which envision major
short-term responses are usually inconsistent with development
experiences. It is clearly adviszble to be as conservative as pessible
in quantifying expected resuits and, when caprepriate, be cognlzent
of the high risks which may be involved. Technologicol proposals
requiring high levels of input and technical services must b weiched
toth on the basis of recurrent costs as well as en precticality. For
example, is the existing infrastructure (c.q., trcncport, storage,
markets, etc.) adequate to permit the technology to be uscd? Produc-~
tion oriented projects which propose oulputs of commadities, w!thout
structure or provision for markets, or at prices nst cpl to create
incentives for production, have some truiy "heroic® assumtptions.

Ancther segment of the eesign process whe re technical
design staff should have an input is in the environmenial impact area.
Envirormentalists or design teams need to work with technical
specialists to assure a more realistic appraisal of the problems.
Similarly, engineering analysis may have substantial effect on the
technical analysis. Proposcd changes in design of facilities will
necd a clear understanding by both Fost Government and project
design technicians.

Specific Recommendations

i. Involve mission technical staff in the design. They are
usually the best possible resource to assure that Host Government
technicians are ''on board". They also should be able to interject
some of the real world and problems of the projects target group to
the design process.

2. If the mission technical staff is not adequate and well qualified,
it is essential to redouble efforts to make the design team fully ade-
quate and familiar with the ecological zone, etc.

3. The project officer needs to be sure technicians, economists,
social scienlists, engineers and environmentalists are in broad
agreement with one another and that the PP is internally consistent.

4. Technical feasibility analysis should be developed in close
collaboration with Host Government tecimicians and administrators.
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Vil. TECHNICAL CAPARILITY OF INSTITUTIONS

A. General Policy or Guid-nce

Project papers must provids evidznce that institutional
capability analyses have includeg on cppraisal of the technical cEpa~-
bility of the Hnrst Government instituticn(s) cnd thair ccpocity to
provide the requisite technical services and the monagzment of such
services to the activity proposed.

B. Discussion of Raticnale for Recemmend=d Position

Irrespective of the mission selection of the agency or the
style of the USAID implementation process, the Host Government
institutions or offices involved need to be zppraised by AID profes-
sionals to ascertain their technical competence to handle the tasks
proposed. In some cases, this appraisal may help the missian selec?
the type of U.S. funded contract (or institution) best cble to relate to,
and overcome, identified techncia’ shortcomings of the Host Govern-
ment agencies.

There are several questions which need to be answered
in an appraisal of this type:

1. Quantity and quality of host institution's professional staff,
skills and possible shortfalls.

2. Are the skills available currently being {or apt to be) directed
to the projects' problem areas or is the institutional structure inap-
propriate for such use?

3. How does the institution and its technical staff view their

role: as service oriented, as a staff function, as problem solvers, as
managers, as observers, or other? |s their view of their responsi-
bilities apt to assist or impede project implementation?

4. Are the technical views of the Host Government staff and their
perceptions of the technology to be employed relevant to AID's target
group in the project and are they technologically sound?

Another area needing clarification and analysis by
professional design staff, both technical and Jeneralist, is to look
carefully at the entire institutional base supporting the Host Govern-
ment’s technical inputs to observce inter-linkages with other internal
agencies or with other external agencies (particularly other donors).



Often projects will be implemented within ministries or
government units where otherr donors have either major or miner
roles. The nature of the institution and its probable responsiveness
to the possible dirtercnce: of technical opinion and advice offered by
donors can be a serious prablem. In extreme cases, other donors
technical staff may be able to zountermand or dzlay implemeniation of
activities of U.S. provided services o the Host Government insti-
tution.

It should aiso be apparent that inter-linkages between
technology, project management and project administration need to
be such athat the technical skills and advice, required for implemen-
tation, are relevant and will have a substantial impact on operations.
This problem is as much a part of the AID implementation style,
where differences in opinion between USAID management and the
AID funded contractor often occur and must be resolved quickly.

Specific Recommenda'inns

1. Use mission technical officers whenever available in the
analysis of the {echnical capability of the Host Covernment institutions.

2. Design tcam members or contract technicians may be able to
apprai ;e technical qualifications of Host Government staff but often
arc rot sensitive to the institutions internal/external interfaces
between ranagement, finance and personnel.

3. With missior technical officers and other mission staff,
examine other donor technical inputs to the institutions concerned to
assure that any AID technical _upport will be effective and structured
at an appropriate level to reasonably assure maximum effectiveness.
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VIIi. TECHNICAL ASSISTANCE AND TRAINING

A. General Policy

U.S. provided technical assistance for projects should be
kept at a minimum, but must be sufficient to assure cifective Host
Covernment implementation. Evaluation of this noed and chility to meet
it should be done by professional technical officers. Training included
in projects should be balanced betweer sub-professional and proifes-
sional needs. Projects should endzavor te utilize or sugport Host
Government institutions when possible. Training at U.S. institutions
should be limited to those cases where specific technical ckills are
not available or whare spaces are not availeble at African institutions.
To the greatest extent possible, training should be done at African
institutions.

a. Technical

1. Technical Assistance: lhere is a tendency to
"patch up'' basically bad project desigs with different colors and
shapes of band-aids passed off as "essential technical assistance".
When U.S. -provided manpower costs begin to escalate this should oe
a clear warning that the project may be over-ambiticus in terms of
what the Host Government can realistically achieve. LDC governments
also arc growing increasingly restive with regard to what th.y
perceive as grossly inflated T.A. costs.

Alternatives to the extensive use of full-time
traditional T.A. vary from project to project and country to country.
The first question to be asked, as noted above, is the project activity
too broad or comprehensive? Can it be better focused and reduced
and thus eliminate the need for some of the T.A. prapnsed? Can
the host Government redirect some of its skills to provide the capability
required?

Another possibilitly is to suggest to the Government,
after agreement with the Peace Corps, the use of Peace Corps profes-
sionals or para-professionals to supplement the T.A. In some cases
phasing the activity to provide requisite in-country and/or degrec
training may bc acceptable. This scheme, linked with recurring TDYs
(preferably by the same consultant), may provide a mechanism to get
started without a heavy loan of full-timre contract T.A.

Project designs also should clearly specify the
Jegree of skill needed. There is a tendency to require Ph.D.
credentials and 10 years of African experience for far too many T.A,
positions. Para-professionals, ex-Peace Corps staff, university
graduate students or 1.V.S. staff may, in many cases, be as welcome
by government and far more willing (and effective) to serve in remote
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areas. They also genarally can plck up local lenguages/dialects,

much more readily and are more willing to become integrated in the
communities in which they serve. A word of coution, howousr, when

a project must have a fully enpericnced and well quy itficd prafessionst,
be sure to so specify. Do not pawn off unprofessional skills en LDC
institutions. They often have a fow hichly quolified lecol tcchnical
staff abread who cen quickly identify lock of skills or Judssmenl.

Very difficult implementotion prablems con result if the LDC techniciens
feel they are being suppurted by secosd rate U.S. T.A.

a. Training: Following is a list of a fow ¢f tho points
that can be made in a discussion of troining. These will be reviewed
from the standpoint of what is to be enpected from the training ex-
perience.

1) Training Desioncd to Influznce or lmpact on
Policy : When project cutputs are empected in arcas of imnroved inter
and intra-institutional aperations and/or coordinaticn, it may be usefui
to simultanecusly involve senior LDC staff from institutions whare the
desired changes are expected in visits to other LRCs where such
changes have been effective. The training must be carcfully structurec
and orchestrated by the mission and/or its project menager else it can
degenerate into a '"grand tour". The concept is a vicble one however,
and if used with discretion, can be very useful. This technique is of
questionable value if the LDC staff are sent to the U.S. on a more
traditional visit.

2) Training for the Tarcget Group: Most T.A.
oriented projects give at least lip ser. ce to the training of a target
group. If this is a part of a design, it is critical that the social
analysis provide the needed insights as to the motivation of the
target group to be trained. Training is not like a vaccination - it
requires the full particiration of the trainee. Unless the trained
individual perceives some economic, social, or status benefits accru-
ing from training, the process ‘s doomed. Be suspiciots of both U.S.
and Host Government protestations that "everybody is anxicus to be
trained”. Ask why.

Target group training by U.S.-providad staff
is not realistic. If needed, our projects may help defray (preferably
non-recurrent) costs and train trainers, but should use LDC training
officers and not U.S. technicians and trainers.

3) In-Country Training of LDC Staff: The current
"in" concept of training is to emphasize LDC intermediate/low level
staff and train "in-country'. This concept is perceived by most AID
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personnel as more ''relevant” to the LDC trainees and semchow more
desirable. First of all, if the training is to be put on by U.S. Insti-
tutions, we have little guarantce of relevency. This may be alleviated
if the desiyn allows ample preparation time, often at lcast ene trip to
the LDC by the training institution if the trainers ar> to be gznuinely
responsive and sensitive to the LDC institutions' needs and problems.
An even more cffective mechanism may be to examine the LDC's own
institutions and see what short-term help, if any, is needzd to pormit
them to do such training. It is usually useful to les’ culside the
specific technical ministries the project is attached to —- cdministra-
tive, management training ccn often be founc, tailored if needzd,
within a LDC. Local certificate or diplomatic institutions and their
staff may be supported to perform specific training.

No matter how such training is done, the
project design must be very sensitive to the naed of the trainee to
receive some formal crederitial acceptable within the personnel system
of the LDC which permits access to a promotion. Without such incen-
tives, few LDC staff will be motivated.

4) Training Out of Country: At diplomat,
degree and graduate training leveis, it is often necessary to use "out
of country facilities". Many African countries do not have specific
technical training in some disciplines. Uhen these skills are needad,
African institutions, when available, or L!.S. training is indicated.
Several general observations follow:...don"t send LCC staff for degree
followed by graduate training without returning to their jobs;...consider
including training in the institutional cuntracts as opposed to AID
direct management;. ..resist the tendency to "over train" for jobs;

- . .be sure that the skills needed fit the job to be done;. . .try to
make clear to the LDC the need to use retu.'ned trainees on project
oriented jobs;...include in evaluation requirements specific mentinn
of the review of out of country training.

Specific Recommendations

1. Technical Assistance

a. Do not over staff, but be sure real needs are met. Use professional
judgement from your design team.

b. Use the correct T.A. skill levels and qualifications to fit the needs
of the project tasks.

c. When realistic, phase projects to get trained staff available as
major project operations initiate.



2. Training

a. Make the relevancy of training a top consideration.
b. Consider the nzed for traince motivation.

c. Use U.S. training with care and for specific needs which can't
be met in-country or in Africa.
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IX. IMPLEMENTATION ANALYSIS AND PLANNING

A. Genera! Guidance Statement

In terms of relative importance, implementgtion analysis
and planning is of the same prioritly as any other major analytical
component in the projec. design process. PP implemantation plans
will receive priority atiention during project review in Washington.
Revisions will be required where deemed necessary. More specific
uidance is detailed below.

8. Biscussion

Implementation planning is an area which has been
consistently neglected and poorly treated in project design efforts.
As in the case of institutional capacity, the implementation plan is
often tackled at the end of the design job when the rect of the PP is
already written. It often receives short ;. % as technicians race
against deadlines and scramble for airplanes. In many cases
implementation planning goes on in a vacuum as the project officer
throws something together by guesswork alone, after other technicians
have departed. Executing agencies sometimes aren't even consulted.
As a result of such firedrill techniques, implementation plans
frequently consist on only a bar chart and/or a list of actions with
rough timing. This is not sufficient.

The critical nature of the implementation plan should be
obvious. No matter how sound or thorough the other analytical elements
of project design, feasibility of implemerniation is of overriding impor-
tance. Key decisions by AlD, host governments, contractors, and
other entities must be based on a realistic plan if significant practical
and technical problems in implementation are 1o be avoided (delays,
bottlienecks, false starts, improper sequencing of events or action
items, etc.) Also, an overly optimistic or "Pollyanna" type plan can
cause serious problems associated with the creation of totally false
expectations. Later rational replanning may not be possible due to
accumulated monientum and pressure for action on the part of govern-
ment agencies and proposed beneficiaries. Finally, an unrealistic
implementation plan dooms the project to later evaluation problems.

A recent, and too ¢ ommon, example of inadequate planning with
sericus consequences in terms of lost time and frustration is where
contract technicians arrived months in advonce of completion of
necessary housing and other requirec installations and preparations.

Viith the above in mind, the following recommendations
have been endorsed by the Bureau for application in the field project
design process.



1. Although the Planned Performance Tracking (PPT)
Network is no longer required for PP presentation, an implementation
plan is required. This plan should be based on some form of PERT
or CPM-lype exercise in arder 1o assure that events and actions are
properly sequenced cnd have the correct relationship to cach othor.

2. The implementation plan chould ba doveleped by the
ful! design term and, ot a minimum, chaclicd by eitcouting agoncies.
Preferably, Host Government personnel should actlvely participate in
the process. Each technician should be satisfied that cvents and
actions in his or her area are properly esteblished in tim2, in order,
and in relation to other activities.

3. Implementation plans presented grophically should
b¢ accompanied by concise narrative descriptions which explain im-
portant relationships and candidly point out potential prablem areas.

4, Above all, implementation plens should be honest.
Impossible schedules developed for review purposes can do seriocus
damage to project morale and momentum and cause other costly
prcblems. If it wili take three years to actually commence field
operations in a crop production project, for exemple, dui to neces-
sary construction, training, organizing, etc., this should be
candidly set forth. False hopes should not be generated.



x. EVALUAT ION AND EVALUATION PLANNING

A. General Guidonce Statemaent

Project evaluation cnd evalustion planning are field
responsibilities. Carefully thought-cut evaluation plens are required
for all projects. The PP cvaluation plan will be checked in the
Washinglon review as a priority item. Projects will ba turned back
for further work if found inadequate in (his arca. Evaluation will
receive increasing ottention by the Bureau as the USAIDs beconte
more heavily invelved in implementation. Also, follow-on, phase 2,
or other projects which evolve fram an earlier effort, (sce Design
Innovation Issue Paper) will have to be justified on the basis of
sound evaluation of the foregoing or "parent’ activity.

B. Discussion

Evaluation is often thought of as an AID/W responsibility
while design and implementation responsibility belongs in the field.
This may be reflective of a widespread feeling resulting from the over-
riding de facto priority given to development of new projects during
the last few years. This is both a natural supposition and incorrect.
Evaluation is & critical element in the project desian/implementation,
redesign process. Especially in the Africa context, where most
projects are part of a long-term or phased deve'opment process.
Evaluation is the vital link between phases. It is essential, therefore,
that evaluation and evaluation planning remain with the fieid as an
integral part of both project design and implementation.

Viithin standard AID project development methadology,
the evaluation plan should devolve naturally from the goai, structure
and outputs of the project. Yet often - as witk implementation plans -
the evaluation plans are left unti! the tail end of the design effort and
thrown together hurriedly at the last minute. This is a mistake. Not
only is the resulting product sloppy, and not a sound basis for either
programming or evaluation, bul design teams are missing out on one
of the most valuable tools in the design process itself.

Probably most critical early in the design exercise is a
carefully articulated definition of the project purpose togzther with a
detailed layout of conditicas expected at the end of the project (EOPS)
and corresponding indicators. Once this is agreed upon in the Mission
and with the Host Covernment, the remainder of the design process,
including the evaluation plan, becomes immeasurably easier. In any
case, the evalualion plan should be focused at the purpose ievel and
indicators associated with "conditions expected”. Component
activities a~d outputs can and should also be evaluated, but the purpose
level empbasis should always remain uppermost.
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Evaluation, where possible, should be a collaborative
effort between AID and the Host Government. Findings will be much
more acceplable to inplemrenting agencies and others affected by the
project if they actuaily participate in the evaluation or - at a minimum -
review and endorse findings in a negotiation pracess with the
evaluators.,

Evaluation plans shoild spell out counterpart involvement.
Preferably evaluation should be ars ongoing process with a built-in
mechanism for continuing feedbacl:, monitoring, review, and corrective
action on the part of both AID an¢| Host Government personnci (in-
<luding contractors). One shot evaluations occurring at arbitrary
points in time are often ill-received and ignored once completed.

%ith respect to data collection ana the measuring of
progress tonard indicators, in mar, settings the baseline data
necessary for such a process simply does not exist. Vihere this is the
Case, proxies can sometimes be developed in terms of secondary
indicators, home improvements or fixed assets as a proxy for incomre
and well being, for example. Often, however, new baseline data should
ve gathered.  This does not recessarily have to happen during design,
but can e included as a part of the project to be accomplished during
the early stages of project implementation. In such cases, especially
where the project represents trials of one or more innovations for
hopefully later replication over wider areas, baseline and follow-up
surves s are maybe necessary and encourages.

Pianally, ahkile evaluation is a field responsibility, it
cuesn't happen automotasiically . ’rojec. manragers and YMission program
personnel are urder beavy pressure frosy continuing commitments. The
“ame goes for key host government persennel .t valuation represents a
cost ard substantial commitement of resources just like any other major
project companent. taaluation efforts need to be adeguate!y  planned
and funced with provisions for contract and counterpart inpuls where
required. Thoese sthould be structured rignt into the praoject tocether
with appropriate restitutional arrangements  tecrnical assistance, and
funding.  The peice of soun data colledtion, anelysis, and evaluation
is srall compared te thase projects where A LD has mo adeguate means
of determining the eficctiveness ar impact of interventions.

C. Recom~endations

(V) Frosect purpose and ' conditions expected” statements
developed early in the design process together with carefully thouchtout,
measurable indicators as a basis both tor project design and the
cvaluatinn plan.



(2) The evaluation plan should reflect a collaboiative
etfort between AID and the host government .

{3)  Where possible, evaluation sheuld be part of an
ongoing process of feedback, monitoring, review, and follow-up
corrective action.

(8) Easeline and before and after surveys are encouraged
where an adequate dota base is lacking for cffective measurement and
documentation of project impact.

(S)  Evaluations should be fundad end set forth in the PP
like any other major project activity in terms of cost, other commitrents
of rescurces, and technical feasibility.

(6) Evaluation and information system mcthodology has
become sophisticated to the point where it is a distinct technical
discipline in its own right. Where nceded, expert assistance chould
be requested for project design teams.

(Note: For obvious reasons it is sometimes not advisedle to ash
implementing contract personnzl to c~rry ou? a =3 jor cwalunlion of
their own work, although contractors can and choyul® s D sound
informat.on systems and feedback mechanisms 1o =« :iic~ their onn
progress and make adjustments accordingly. In o2"=i 5 4ses, however,
self-evaluation can be a very fruitful exercise. &.alustion should

not be confused with audit or inspecticn exercises. grienied toaard
"compliance” or form rather than substance. Evaluation chould be a
design, implementation and learning device - nothing less.,)
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Xl. ENVIRONMENTAL REGULZ TIONS AND PROJECT NESI

e e—

It is unusual for less developed countries to ascribe much
significarce to some of the specific environmental issues with which
AlID now rst come to grips before providina financial support for
the development aspirations of those countries. Thus AID field
missions are in the difficult position of having to develcp
sensitivity to their host countries’ concepls of their development
needs, and, at the same time, to instill within the minds of the
leaders and planners of these countries g concern for the effects
abich develcpment projects of various types may eventually have on
the tragile human environment, i.e., air, water, land, flora and
faura. and socio-ecor.omic conditions.

opecific reco'rmendations or quidelines

It s teconrrended first of all that field missions revienw HANDBCOK
TRANGVIT TAL W VORANDUN NO. 324 dated May 30, 1978, and its
altacnment 7, E NV IRONMENT AL PROCEDURE S (as amended) .
Appendin WU is ¢ reprinting of Requlation 10 which includes the
amendenis thereto published in the Federal Register, \ol. 43,

No. 93, “ay 12, 197% . field missions should insure that ~opies of
Appercin < are available for all personngi concerned with
identifying, progosing and desiagning projects.

It is further recommended that field =missions review and retain for
ready refercoce ML TY) Circular 4-294 (attached) sent July 22, 1978,
This Circuler summarized the major - hanaes resulting fror the above
mentioned amendments to Regulation 1o, 11 provides specific quidance
on wher to prepare o, on measures 1o take in the event that the
TEt cannot ne submitted arth the 8 1D, concert ent proc odures 1o
follow in the instance of any project involuing the procurement or use
{or Doth) Sf pesticides, ard or SIuations i aticn seditional pesticide
evaluation procedures are unnecessary .

AIDTO Circular A-294 stresses the point that Regulation (0 as now
amenged dees not prevent 0D from using pesticides, nor does it
necessitate a - specific determmation py the Admimistrator for the use
of certar pesticides. 1 provides instructions on the preparation of
the risa benefit analysis ahich AIQ requires in order to reach a
decision concerning presticides in Al D-financed projecrs,

A recent AR circular (A-22 "Revised £ nvirormental Procedures

arxd presently Acceptable Actions, ™ dated January 235, 1979) informed
missions of the Sgercy s intent to revise procedures to:


http:significar.ce

1.  Expand the categories of activities not expectied to have
a significant impact on the environment and therefore not normally
requiring |IEE's, or EA's.

2. A procedure for narrowing the focus of EA's and 1EE's
by carly identification of the signiticant environmental questlions
deserving analysis, deemphasis of insignificant issues and reduction
of background material.

3. Authorization for rcaching Threshold Decisions at
levels below tie Assistant Administrator and, certain cases, after
a project is authorized but before AID is irrevocably commitied to
finance individual compenents.

4. The opportunity to combine EA's with other documents
including the Project Paper.

5. t ncouragement of the preparation of EA's by host
country personnel wnd.'or local qualified organizations.

Pértinent portions of this airgram will eventually be incorporated
into Handbook 3, appendix 48.

The Environmenta! Unit of AFR,DR/SDP has prepared a
basic document entitled "General Information o1 What is Nceded in
New Projects With Respect to Environmental Concerns'. It is
fecommended that copies of this document (attached) be made
available to all field personnel.
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GENERAL INFORMATION ON WHAT 1S NFEDED IN NEW PROJECTS
WITH RESPECT TO ENVIRONVENTAL CONCERNS

Field missions proposing and <esigning projects should be familiar
with the amendment to Regulztion 16 published May 12, 1978, in the
Federal Register, Vol. a3, No. 93. Copies of this document were
sent to the field missions in Africa with AIDTO Circular A-294,
July 22, 1978, which presenied a summary of the major changes in
Requlation 16. The Environmental Unit of SOP can, upon request,
provide extra copies of the circular and the amendment. The
amendment has. in any tese, been incorporated into the edition of
Requlation 16 transmitted to field missions with Handbook Trans-
mittal Memorandum No. 3:24 dated May 30, 1978,

An inportant change for field missions and AID, W program suppourt
staft to bear ir. mird is this: The elimination of the Project Review
Paper (£REP) and the Project Assistance Review Document (PARD)
from the program and project review process necessitates the
presentation of the Initial F nvironmentyl £ valuation (1EE) with the
Project Identification Document (PID) er the Program Assistance
Initial Fregosal #2418) so that a Threshola Decision may be reached
when the 1D iy reviewed for approval.

Amended Heaqutation 1o recognizes that at the 21D (P ATP) stage some
Projects may have aspects or components rot vet sufficiently clear in
detail to per=at the completion of an IEE . 1t, therefore, allows
deferment of tne 1E L in the instance of such projects of condition
that the PID (PALTE) provide answers to the following questions:

(1) Vil can the {EE rot be completed and submitted with
the F10D:

() Approxiriately now muck time will be needed to
complete the initial environmental aralysis?

Besides providing answers te these questions, the 1D must
specifically recommend that the Threshold Decision be postponed
until the completion of tre TLE .

Responding to such a recommendation, upon considering the PID
(AT} in general, the AN AF R will set o date for completing the
IE.E.. This date will make allov.ances for the completion of an
tnvironmental Assessment (E4A) or an t' nvironmental Impact
Statement (£ 1S), if either is necessary, before the making of a
decision on A LD funding for the project.



{nasmuch as Regulation 16 now specifies that normally an {EE must
accompany each PID submitted to AID/W for approval, field missions
and AID/W MUST RESOLVE THt FOLLOWING QUESTION: Who
approves the IEE in the instance of projects costing less then
$500,000 which can be approved in the field? In accordance with
current practice, the face sheet of each 1EE cpecifies o recommended
env:ronmental 2ction and proviges a space for the signature of the
field mission director or his delegate, indicatling concurrence, the
ultimate approval of cach | IE. being the responsibility of the AA/AFR.
IEE for projects costing less than $500,000 likely to be cpproved

in the field should be serit to AID/V for review and approval on a

case-by-case basis.

Another significant provision of the amendment to Regulation 16
concerns pesticides. The procedures specified in the amendment
indicate that for any project including assistance for the procure--
ment or use (or both) of pesticides, the 1LE must contain a special
analysis of the risks and benefits likely to result from the use of
the pesticides in question. Field missions and A1D./W program
support stzff should review the text of the amendment to beccme
acquainted with factors which, at a minimum, this analysis should
cover. They should also note that the new procedures apply to already
authorized projects requiring pesticides if such pesticides were not
procured before May 12, 1978, and if relevant project agreements
do not specifically prohibit the application of such procedures.

As AIDTO Circular A-294 pointed out, the extent of the analysis
of risks and benefits depends on a given pesticide's status in the

Uu.S., i.ce.,
y

if the pesticide: -

- is regictered tor the same
or similar use in the U.S.
without restriction,

- is registered in the U.S.
but is restricted solely because
of hazards to the user,

the | IE: -

must include ar. analysis of the
probable risks and benefits of
using the pesticidc, and if the
Threshold Decision is positive,
an EA or an EIS must be prepard;

must include an analysis of the
probable risks snd benefits of
using the pesticide; this analysis
must include an assessment of th
hazards to the user and indicate
how project measures serve 10
minimize such hazards; f the
Threshold Decision is positive, an
EA or an £1S must be prepared
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-is registered in the U.S., but
is restricted because of hazards
other than to users (¢.9., evni-
ronmental hazards)

-is registered in the U.S. but is
the subject of the Environmental
Protection Agency's issuance of a
Motice to Rebuttable Presumption
Against Reregistration (RFAR), a
Notice of Intent to Cancel or a
Notice of !rtert to Suspend

ar

- is rnot registered in the .S,

must indicate a positive Threshold
Decision, and the EA or the EIS
consequently prepared must, at a
minimum, include the factors
indicated in the amendment.

Note that the procedures specified in the amentment to Requlation 16
apply to A ID-firgnced projects involving pesticides which were not

actually procurea before the effective

date of the procedures (May 12,

1973), unie~s a relevant project agreement signed before that date

precludes their application.

in the following three situations the application of the pesticides
procedures specified in the amendment to Reagulation 16 is not required:

(1) projects being undertanen ir emergency situations;

(2)  projects in which AID is o minor donor in a multidonor

effort;

(3} projects in which project teckhnicians are to use pesticides
for research or limited field evaluation purposes or are t- supervise
their use for such: purposes. (There are restrictions nn the use of the
€rops to which the pesticides are applied.)

Note also that these procedures apply wren AID finances the use of
pesticides, and nut to procurement of pesticides themselves. Some
examples of use are financing sprayers or storaqge or technical advice
regarding the use of vehicles to transport pesticides, or financing the
salaries or costs of extension agents who distribute pesticides to

farmers.

Careful review of the amendment and of AIDTO Circular A-294 is
sugges'e” for more details or this matter.
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In summary, the pesticides procedures as currently specified in the
amendment to Regulation 16 do not prevent AID from using any pesticide or
from obtaining specific determinations from the Administrator to use

ce-tain pesticides.

Anoth:c. noteworthy feature of the amendment to Regulation 16 is the
inclusion of a definition of the tern,, minor donor, as applied to AID.

This definition 1s repeated below:

"For the purposes of these procedure-, A!D is a minor
Jonor to a multidonor project when (i) AID's total contribution to the
proiect wiil nut exceed either $1,000,000 or 25 percent of the estimated
project cost; and (ii) 41D does not, under the contribution, control the
slanning or design of multidonor project.”
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DEFARTMENT OF STATE

CONTINUATION

= T i
AIDTO CIRCULAR A \TCLASSIFIZD 2 e ®

= Minor Dcnor Definizion: 3nction 216.1(c)(12). AID

has " ren utilizing a working definition of ninor
donor since August 1976. In light of the references
to minor donor in both Section 216.2 and in Section
216.3(b)(2) of the pesticide procedures, a decision
vas nade to include the definition in Regulation 16.
A reviev wiil be initiated of the sppropriateness of
the percentage and dollar cutoff. It should be noted
that both cutoffs are to be applied in each situation. |
A major donor situation exists whenever either of the :
tests is exceeded - i.e., AID i{s a major doror if its |
contribution exceeds 25 percent busxassxSixmisasem or
exceeds $! nillicn.mmaxmegxifxpecssnsx AID is not a
ainor donor in any case wnere it controls the planning
or design of the nultidoncr prcject, regardliess of the
amount of AID contribution. Ary tnoughts on =ore

approgriate criteria, nu=erical or othervise, will be
uﬂm appreciated.

Pesticide Procedures: Section 216.3(b). The najor :
changes to Regulation 16 are those establishing
supplemental procedures for the envircnmental

assessanen: o AID prcfects and prograns involving

the precurenernt and use ¢ pesticides. The basic
approach of the new procedures is to require, as part
of the IEE cn an: crofec: invelving pesticides, &
special secticn specz:ifically anaiyzing the risks and
benefits asscciated wi:n the pianned use. It shculd

be ncted tnat the pesticide procedures apply %o all
projects "inveliving assistance for the procure=en: cr
use, or bctn,” cf pesticides, which includes all profects
having pesticide use as an element, even though AID's
assistance may not finance the purchase of the pesticide
itself but rather finances some cther portiocn of the
project such as aircraft, trucks, spraying equipmsent,
containers, pesticide consultants, etc. The procedures
also apply to projects authorized prior to the effective
date of the pesticide procecdures (May 12, 1978) if the
Festicides were rnct procursd prior to May .2 unless
applicetion of the procedures is precluded Sy the terms
of an applicabie ;rojec: agreement entered into prior

tc May l2:k.

i cI t*e prccedures contains a list
taCiirs fiich =us: at a Rinftanun, Se included =7 RBRMX a4 risy Senefis
ana.ys:s. Unlike tne interi- pecticide Frccedures, tne

new procedures do not pre:lude AID from using any

UNCLASSIFIED

[ atiam
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pesticids or rcguire opecific determimations by the
Adniniotrator %0 uco ceriain posticides. Rather, the
new procciures roguire thot a thoreush rick/benofit
enzlysis bo preparcd ootk vhich 1o focuzod on the
propeacd pcoticido uza, toliing into cccount tho
unique cenditicns of tho rocipicnt caumtry, prier to

the dscisicn to uzo the poaticids.

Tho cntent eof thia

required enalysis depends, howover, on tho ototus of

the pesticidz in the U.S.:

Status of Fepticide

Registered for same or
simfiler uses in U.S.
without Restriction

Registered in U.S. but
Restricted Solely on
Basis of User Hozard

Registered, Restricted
on Basis Other than thar
User Hszard (e.g.
Evirommental Hazard)

stered, But lotice of
Rebuttadle Presuzption
Against Reregiotration
(RPAR), Motico of Intent
to Cancel, or Hotice of
Intent to Suspend has
been isaued by EFA

Nc: :eg:stered :n ..S.

UNCLASSIFIED

Tt St Nt M2 S et S et e

Required Envircrmental

Analyats

1EE =ust includo section
digcuasing richio/benefits;
BA or EIS {f Throchold
De:ision positive.

1EE eust include cection
discussing richo/benafics;
evaluation cuat include
asgesgzeons of uger hazerds,
provigicns in projects to
mininize; EA or EIS if
Thresrold Decision pcsitive.

Threshold Decision

Bust be positive; EA or
EIS uili be preparad and
will include, at sinimun,
rigk/benefic fators

in procedures.
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2. Bureeus end missiona should areempt to identify potenrial
pesticide requirements at the earliest posaible tine, prefercbly
in the qarliese steges of PID development. D5B/2G chould be
consulted for mssistonce in cdoetermining whot pesticiden ere best
suited for the project, vhother lesgs cavironzzatally hazordous
pesticides ore cvoiloble cid wveuld bo cqually effcctive, or
whetrer non-chcoical pact monojenont alternatives cpe cvailedle
and practical. DSD/AG will eaintoin a lige cof peoticides cnd their
current EPA sotatus. Burcay crnd missien Envircnzcntal Gfficors
should considor Dr. Fred. Chittezore of DSJI/AG theo pricary cocatect
with EPA.

It should be noted that the intent of the now raevisicns i{s to
integrate the poasticide evaiuation requirczonts into the norzal IEE
process and not to require two IEE's or two ascparate end distinct
processes. A project rmay include pesticide use ag only one of
soveral activities. If the risk/benefit evaluation of the pesticide
use shows no significent effect on the envirenment, the IBE cay
nevertheless require o Fositive threshold deeision if the other
activities will produce a significont effect. A situaticn cay also
develop whero for éppropriate recagons, o negative decloration ig
reached for an ectivity involving essistence for the use of pesticioes.
In this case the declaration wculd apply to all cozpenents of the
activity including app.ication of the rigk analysis. In guch
situation, we shouid dc uhatever {5 cossible to ensure prcper
selecticn, use and Tonigaring cf anv pesticides. Thig ggxe concern
for proper seiecticn, use ard nonitoring sheuld prevail in all other
situgticns where pest.cides are :nvolved.

In 2dd:ition to a requirement for evaluation, the now procedures
require AID %o not:fy and consult ®¥ith the recipient governzent
regarding prepesed uses of pesticides for which EPA hop initiated the
RPAR, ccncoellation or suspension process. (Secticn 216.3(c)(1)(sv))
The procedurces also provide for the deferrcd epplication of the
proceduren in those instences in vhich the posticides are not
identifisd until after PP approval.(Secticn 216.3(b)(1)(V)).

There are three situations 1n which the cdditional peaticide
evaluatior. procedures need rot be applied: elxsrgency situations
(as defined ir Section 216.3(b)(21(L; where AID :3 a =inor donor
tc a nultidonor projece, Secticn 2i€.3(8) (2 1) ;: and wvhen the
pesticide wil] be used fcr Fesearcn or [imited il evaluaticn
PUrposes subject t~ *he rugtrisssia-n ihodection 21€.3(b)(23(844).

UNCLASSIFIZD
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3. In eecordaonce wish Agency policy not S0 provicde pestieides en g

non-project @zaistence basis,
of pesticidos ¢a such a bagig
cozpalling cirarcseenens in ehieh faklure

would gordcusly ioneda u.s. foroirn policy

S. Attochod Policy Statement

Attachznene L34

CABLEROO: sgrm List ¢

SERD NAIRODY FOR USAID axp REDSO/EA
ACCRA FoOR USAID ard mpo
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tha Rogulations provide for
cnly in wergency Situaticna op in

to provign Cuch c2siokense
cdjectives, Scetion 236.{b}(3).

thoe Erevioion

will be incorporgted in Hondsook 1.

CHRISTOPNER
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PREFACE

This paper was first drafted in June of 1977 and is based
on the findings and recommendations of the Agency's Program—
matic Environmental Impact Statement of AID's Pest Manogement
Programs. The current version has taken into account ccrments
received from AID bureaus on drafts of August 2, 1977, Octodber 7,
1977, and April 5, 1978. The basic structure and content have

remaired consistent with positions taken in earlier drafts.

These policy guidelines aupp:eament the formal procedure
for evaluating pesticides requested by other goverrments as
pruposed in the Federa: Repister cn Docember 26, 1977 and

proulgated on May 12, 1978
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INTRODUCTION
This policy determination provides guidance conceming

AID's new pest mx.agement policy and the prmotion of an
effective long-term pesticide menagement progrem.  The Agencr
recognizes that the proper select® n and use of pesticides can
contribute to increased agricul tural productivity and improved
public health. The proper management of pesticide use is also
a prereguisite tc the development and implementation of inte-
grated pes® management programs which avoid the sole reliance
upon pesticides by employing a wide range of biological,
cultural, me~hanical, and chemical techniques to hold pests
below dumaging cconomic levels while offering maximum protection

TO the - i rrmenye,

BACKGROLT D

Since the early 1980s, AID and its predecessor agencies
have provided assistance to less developed countries which has
included the supply of ;.- *{ " ¥ and technical assictance in
their use. Surh assistance has been provided for three basic

purposes:

(1) The protection of human health, primarily the
control of insect vectors of malaria and other

vector-transni tted diseases.



(2) The protection of foud crops through the
management or control of pests which reduce
crop yields ur cause post-harvest food losses.

(3) The protecticn of livestock through the control
of harmful insects and related pests either
directly or through transmission of an etiologic

agent.

In working towaris these purvoses, AID has been governed
by several important concems: the protection of public health
and sarety; the preservation of environmental quality; and the

avoidance of adverse impacts on the host country and neighboring

nations.

Since 1971 AID has provided training and direct technical
assistance for the planning and irplementing of ecologically and
environmentally sound integrated pest management systems for the
control of agricultural pests and diseases. Such training has
been accamplished by bringing individuale from less developed
countries to the United States, and/or by using U.S. experts

within the recipient country.

AID's experience with pest management programs has
demonstrated: (1) that pesticides frequently provide only

immediate short-term solutions to problems of crop protection and

__——




orten results in unintended adverse effects; (2) that many

less developed nations currently do not have an adequate pest
management infrastructure (in particular—qualified persomnel and
facilities) for the effective regulation, control, handling,

and distribution of pesticides; (3) that AID could not invari-
ably expect less developed councries to accept U.S. environ-
mental concepts or pesticide policies when the latter conflict
with their own national policies and priorities; (4) that a
large increase in the demand for pesticides in developing
countries is iikely !n the near future, and that many of these
countries have the capability to acquire pesticides directly
from U.S. manufacturers and other countries without AID
financial assistance and the type of control which accampanies
AID=firanced pesticides; and (5) that it will be necessary to

continue use of pesticides in malaria and other vector-borme

disease control programs until Supplementary and altemative

methods are developed.

These findings Suggest that the best strategy for AID to
follow is to de-emphasize the sole use of pesticides in pest
Tanagement programs and to concentrate the Agency's effort in
an integrated approach utilizing all availabje pest management
tools. In this regard, AID will seek to reduce dependence on
pesticides by enccuraging the use of currently available

Supplementary methods and will continue to take the initiative

in the development of new altematives through support of
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research and field tests. In bilaterial support progrens for
malaria control, AID will urge the use or an integrated cpproach.
AID also reu'izes the importence of a contimued camitment to
the developing countries on pest control! progrems in order to be
an influential factor in increasing their ability to mznage

pests in an envirommentally sound mamner.

POLICY GUIDELINES

In full consideration of the above factors, it is AID

policy:

(1) To establish wherever possible, programs aimed at
assisting developing countries in designing and
| coerating economically and envirormentally
sound integrated pest management systems and
procedures in which pesticides will be used only

when necessary.

(2) To help develop infrastructures of developing

countries for pest and pesticides management.

(3) To exert a greater degree of intermational
leadership by commumnicating U.3. policies and
experience on pest control and pesticide problems

to other nations and ‘ntermational organizations.
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(4) T discourage requests for pesticides unless
they are to be used in economically and environ-

mentally sound integrated pest management systems.

(5) To pramote the use of available supplementary
methods of vector control as well as development
of new and improved supplementary or altemative
methods which do not depend on the use of
persistent pesticides, including such methods as
cfource reduction, water management, larviciding,

and biological control.

To implement this policy, AID:

(a) Has discontirued the financing of pesticides on a
non-pro ject basis under the commou‘ty import program,
except in emeryencies and cases of compelling circumstances.
Pesticides have been eliminated from the list of commodities
automatically eligible for AID firancing. Requests for

the use of pesticides as part of projects wil! be reviewed
on a project-by-project basis and a separate sectioun
included in the intial environmental examination of the
project evaluating the risks and penefits of the proposed
pesticide use. Exceptions to this requirement may be

granted for research projects, projects undertaken u—der
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emergency conditions, and projects to which AID is

minor contributor to a multidonor effort.

(b) Will increase the availability of U.S. technical
staff and funding of' technical and training assistance,
within the limitations of available resources. Examples
of such assistance include:
— Establishment, operation, evaluation, and
improvement of developing countries' pesticide
regulatory systers.
— Estal lishment, operation, evaluation, and
improverent of integrated pest management systems.
— Developrent, adoption, and contiruing review of
pesticide quality standards arxd establ ishment or
irproverent of” facilities and procedures to monitor
and enforce ther,
— Strengthening of cooperation betveen the
Ministries of Healith and Agricu! ture and any cother
Ministries which may be concermed with the
reguiation an! use of pesticides at the national
level with particular emphasis on training,
technichl assistance, and problems of mutual
— Strengthering of less developed countries'

capabilitizs to use sound environmental plamning
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% monitoring a5 an integral part of their crop
protection and public health programs an
policies.

— Monitoring of Yuman health and environmental
effects of pesticiies, as well as management of
their proper use.

— Collection of data on use, efficacy, and

safety of pesticides.

(c) Give special consideration in the Agency's research
projects to the problems encountered by smll farmers.
Such research might include:
— Development of integrated pest management
programs for basic food crops utilizing cultural,
physical and mechu.ical control methods to the
maximum ~xtent possible. nd employing chemiral
pesticides only when absolutely necessary.
— Developrent of non-chemical methods for pest
control such as the use of sex attractants,
antifeeding copouds, iuvenile hormmones, and
mitro—onyne e Lathoyenic o pests.
— Developmen® of pesticide formulations which
are rot readily absurbted through the skin.
— Development of pesticide containers and a
pesticide container handlirg system to meet the
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needs of small farm pesticide users in less
develcmed countries.

— Development of altermative disease control
methods which do not focus on vector control, such

as malaria immmization and schistnsomoctidal drugs.

(d) Continually 'pprade Agency knowledge and expertise
regarding pesti-cides and altemate methods of pest control
through eftective lirkape vwith outside sources of exper-

tise, and intermal training programs.



Xll. THE ROLE OF THE LEGAL ADVISOR
—_——— T TTOAL ADVISOR

AID Legal advisors can play a critical and .onstructive roie
during the design of a project. The following paragreghs cutline this
role and illustrate how an AID lawyer logks at some of the issues
nterent in each project paper. The attached peper on 611{a) descrives
the history of this scction of the Forei ;n Assistance Act, what it means
for project design, and how to meet to requirements.

To avoid delays during the review of a project paper AID legal
requirements rust be fulfilled completely. The AID legal advisors are

available to assist the design officer in fulfilling these requirements.
Please use them.

1. Makes responsibie offices aware of certain legislative and
requlatlory constraints within which projects are to be designed:

(a)  "New Directions':
(b)  Legal proscriptions like aid to military;

tc) 611 (see attachment on Section u11(a) Application and
Requirements); and

(d)  { nvirorment.
2. PID stage -

(a)  Reviews the PID and tries to identii, certain issues
which might be addressed at P25 destan stage:

(i 11y 4)= 1> the contribution of the host govern-
ment I gitimate (g reasonable attribution of costs to the project);

2(ii)  environmental - review it £ . advise on its
sufficiency and whether it can be handled by more careful PP design,
e.q., including environmentalist on desiun tears or, in case of pilot
activity, including, as part of TA provice, and environmemtalist;

*(iii) procure.ment - advise on necessity for aivers

or special reguirements for certain cornmodities (drugs, data processing
equipment}):; and

* -~ In collaboration with other specialists



L)L Initial judgement on technical and administrative

feasibility of project. If, for e.g., implementation proposes to put
a heavy burden on host government human and physical resources;
(1) its capability to carry it out should be examined (2) re-orientation
of project towards greater institution building should be considered.

3. PP Design - if worw on the PID is adequate this should
be a follow up of actions taken, recommended at that time - get into
greater detail with PP team on implementation planning:

- Contracting arnd how it will be done;

- Allacation of contributions (e.q., design services
financed by host country, construction by U.S.);

- 611 - more intensive a~sistance (work plans,
training plans discussed);

- if necessary, assistance in intergrating
environmental assessment into design (or other environmental
considerations); and

- review, work on wa‘vers

4, Project Implementation:
(a) Draft approve contracts;
() Draft review project agreements;

(c) Diaft revien PIL; and

(-4)  Handle the hold gamut of incidential problems
which undoubtedly arise -

- 0Pt A issues
- ProAqg amendmeals

- Switching funds

17 - This, of course, is part of the 611 problem. Guidance should
be offered as to potential 611 issues and alternatives for addressing
these in 'F design.
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5. Some of the more important questions an A.l.D. lawyer
&2s when re.iewing a Project Paper ar: as follows:

(a)  Viho or what is the proposed Grantee or Borrower?
Does the preposed Grantee or Borrower have the legal aulhoriiy to
accept the grant or lean?

(b) 1s the proposed Grantce or Borrower incligible
for assistance? (Section 620{B) Prahibiticns of the FAA)?

(c) Is the funding source suggested cpprupriate for
this type of activity?

(d)  Does the host country contritution to the projzct amount
to at least 25% of the costs of the entire progrem (Section 116{a) of the
FAA)? Are the items making up the contribution adequately idzntified
and are they properly included as a host country coeniribution?

(e) Is the technical and financial planning adequate for
this project and its components (Section 61 1{a) of the FAA)?

(f)  Does this project address the role of women?
(Section 113 of FAA)? s it a project which tends to integrate women
into the national economies of the recipient country?

‘g)  Does the project propose procurement from generally
authorized sources? (Sections 604 (a) and 636 (i) of the FAA? Are
there waiver requests? Is the justification adequate (! iandbook 13)?

(h)  Have local currency costs been identified and
justified?

(i) Are contracts for construction and other services
to be obtained on a comp iitive basis? (Section 6] 1(c), Handbook 11,
AlD 'PRs)? If not, why .01? Is there lustification for noncompetitive
procurement and is the justification adequate ’

(j) If the project is a capi? 'l assistance project estimated
to cost in excess of $1,000,000, has the Mission Director provided a
611 (e) certification?

(ki Does the documentation show that the oroject is a
compliance with A.1.D. Regulation 16? Was there and IEE? Was there an
EA? What 4id it recommend? Does the PP adequitcly deal wiib the
recommendations and issues raised in the I1EE or £ A?



(N Are the proposed « onditisig precedent and coverants
adequate 1o encure smeoth implementation of the project and to
pratect A1 D . "s intersats pecaliae tn thig ae tivity?

() Hins the yee of Tine? oyt reimbursement been
tomcidornd” 1 co, are the maghanic g of the ayalem admtalw!y
oupt ncand’

) Does the gy livity cosform with the Civpresaiong)
'soacentation’



SECTION 611(a) (1) - APPLICATION AND REQUIREMENTS

This memorandum discusses the requirements of Section 611(a)(1)

of the Foreign Assistance Act of 1961, as amended, (the "Act") in

an vffort to eliminate some of the mystery, myth and frustration that

has existed both in field posts and in AiD/W regarding this provision.

In doing so, this memorandum outlines the legislative history of

Section 611(a)(1), the objectives it is intended to accomplish, some

common misconceptions regarding the provision, and certain types of

projects that have been particularly troublesome. '

A. Section 611(a)(1) and Its Legislative History

Section 611(a)(1) of the Act provides as foliows
tas revised by Section 102(gx2)(D) of the International Development
and Focd Assistance Act of 1978 (""1978 Authorization Act"):

"Sec. 6il. Completion of Plans and Cost Estimates. -

(a) No agreement or grant which constitutes an
obligation of the United States Government in excess
of $100,000 under section 1311 of the Supplemental
Appropriation Act, 1955, as amended, . . . shall be
made for any assistance authorized under Chapter 1 of
Part |, Title 1] of Chapter 2 of Part | or Chapter 4
of Part 11 -

(1) if such agreement or grant requires substantive
technical or financial planning, until engineering,
financial, and other plans nec essary to carry out such
assistance, and a reasonably firm estimate of the cost
to the United States Government of providing such

"

assistance, have been completed . . . .
By its terms, Sectior 6111a) is applicable to:

1. Development assistance functional accounts
of Chapter 1 of Part | of the Act:

Section 103 - Food and Nutrition

Section 104 - Population Planning and Health
Section 105 - Education and Human Resources
Section 106 - Technical Assistance, Energy
Research, Reconstruction and
Selected Development Problems
Sahel Development Program

Section 121




2. Chepter 2 of Part | - which does not contain
appropriation authorizaticns used by AFR.

3. Chagpter 4 of Part 11 of the Act -

Section 532 - Econamic Supgort Fund (formerly
Security Supporting Assistance)
Section 533 - Southern Africa Progrem

Section 611(a) iv not eppliczble to the following
appropriation accounts sometimes used by AFR:

Section 451 - Contingency Fund
Section 492 - International Disaster Assistance
Section 424A - | amine and Disaster Relief to

Drought Stricken African Nations
Section 495F - Awsistance to African Refugees
Section 496 - Avsistance to Portugal und Portugese

Colonies in Africa Gaining Independence
Section 121 of the 1978 Authorization Act - Locust
Plague Control in Africa

Section 61 Ha)(1) has o simple reguirement. It
requires ALL.D. not to obligate or ¢ommit iunds to provide assistance
until plans necessary 1o carry out the assistanc e and to provide a
reasonably fiem estimate of cout to the U.S. are completed. The
teason for the cequirement of o reasonably firm cost estimate is
apparent . i intended Lo enaore that enough tunds are committed
to provide the assistance (4o a road under « onstruction, for example,
does not stop <hort of the devin ed terminal because of a shortage of
funds), and alwo 6 cnsure that not m .. e than the necessary amount
of tund-, are committed to the praject to that funds are not unneces-
st ily tied up.

The tequirement of g plan 1o provide the assistance
prioec to obligation of funds enoures that there - reasonable certainty
before funds are committed that the ga.iotane e intended can be delivered.
I ala ensures that the Commitment- of cach of the perties (U1.S,

Hoot ¢ auntey and others,) required for the success of the project are
planned, understood and refledted in the loan, grant or other agreement
obligating the funde, .

It i apparent that the requirements of S.ction 61 1(al (1)
e merely basic principles for the proudent manaqgement of money. An
examination of the legislative history of Section 611{a) discloses the
reason Congress believed it necessary to legislate these basic
princples.  Commenting upon the need for Section 611(a) in 1958
(theny “sec tian S17(a) of the Mutural Sec urity Act), the House Foreign
Aaic. Committee reported os follows:
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"_/Bmds are obligated, and consequently may be carried forward
from year to year until expended, on the bacis of an agreement with
a foreign goverament even though such agreement is not supported
by construction of procurement centracts. The result is that iunus
are appropriated by the Congress to build factories and for other
projects 2 or 3 years, in a nwumber of cases, before the engineering
plans . . . are compleled.

The committee recognize= the inevitability of delays in nagotiating

and planning projects with foreign governments, particularly with
undeveloped governments. |t tully approves the desire of ocur officials
to proceed with caution and to delay actural expenditure of funds

until all problems have been worked out. It should not be necessary,
however, to appropriate funds until the process of planning, organi-
zation and t=king the necessary legal and legislative acticn in the
recipient :ountry is further advanced than is the present practice.

It {Sectior 517 (a)] should in the future prevent the International
Coouperation Administration [a predecessor of A | .D.) trom requesting
appropriation of funds or from obligating funds until our own officials
and the recipiert country have reached a firm decision as to what is
contemplated jointly to be done: when, where, and at what cost.

tﬁ*ttﬁ’ttittit.ﬁt'_t

The Committee recognizes the need for « arefyl planning for overseas
projects and the inevitability of delays in negotiation and in action

by foreign governments. It e not suggested that surveys, discussions
and engineering work vwhich require 3 years to complete should be
rushed through in a year. Thig section is intended, however, to
enccurage the 1CA to carey forward neqgotiations with fore.gn govern-
ments., to evaluate the readiness of the recipient government to put

up the nec essary funds, to take appropriate action for <ych surposes
as acquiring rights of way and to encouraqge both 1CA and the govern-
ment to do sufficient planning and erqgineeri: 9 work so as to be
informed of atl major problems likely to be encourtered before

United States furds are commilted {or financing any project.

ffﬁt.'?ti'*’te"t'ft

These provisions are intended to require the ICA (o delay the
obligation of funds until it has reached a decision that each project

has been adegualclx planned and that the foresecable obstacles which
are to be encountered can be overcome. " (Emphasis added.)
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Intreducing Section 517(a) on the floor of the House,
the Chairman of the Foreign Affairs Committee described one of the
ineffective ICA projects that led to Section 517%(a):

"The Committee has had occasion to examine a project for canstructing
a sawmill on the Island of Taiwan: $150,000 of riscal year 1959 funds
have been and renizin obligated for this sawmill, togather with $457,000
of 1957 funds, makinc a total of $550,009 for this purpose. In

addition a total of $325,000 of fiscal year 1957 and ficcal year 1958
fund: are also obligated for contracl services in connection with

getting ikis sawmill into eperation. Nevertheless, contracts for the
building of the sawmill have not yet been awarded and one of the
wstifications for ccntract se~vices referred to is t. determine just

what sort of sawmill should be built."

The Chairman explained the purpose of Section
517(ay as follows:

"The process of obligating funds for projects has been made a more
serious step. This amendment . . . has been termed the most
constructive proposa: to come out ¢f cur committece. Obligation of
funds is to be made only when preliminary studies as to feasibitity
have been completed and only when the preliminaries required of a
recipient country are within sight of completion . . . . This amend-
ment, while undoubtedly complicating the tasks of the administrators,
should do much to help avert such. errars in mdgement as have
accountad for much of the adverse publicity of the past 2 years.,

ﬁttﬁtttiit#ﬁt*ﬁtii'.'

Under normal Urited States Government procedures, approp: iated
funds which have not been obligated lapse and are returned to the
Treasury at the end of the fiscal year. Obligated funds may be
carried forward. Obligations normally involve contracts with

outside firms for goods to be delivered, real property to be purcihased
or leased, or work or services to be performed, and so forth,

The ICA is permitted to obligate funds and thus to carry them
forward into succeeding fiscal years on the basis of an agreement
with a foreign country, that is, the ICA and the foreign country
€an agree that a power dam shall be constructed and the funds for
this purpose are considercd obligated."”



B. Purpose of the Reguirement

It is clear from a review of the legislative histury of
Section 611(a) that its purpose is to prevent the premature obligation
of funds for a project. Do not commit funds, by execution of a project
agreement, until adequate planning is completed to implement the
project. The requirement was imposed as a legal ccunterbalance to
the pressure applied to an organization like A.|.D. in dealing with
foreign governments and facing oblicational targets created by fisca!,
administrative or political constraints. !l acknowledges that the
assistance purpose is not achieved when funds are obligated, but
rather when goods and services are provided and funds are disbursed.

If funds are commilted for implementation of a pro-
ject before planning is completed, the funds are tied up, unable to
be used elsewhere, during the time planning is being completed.
Other uses of such funds, however, might be more pressing or
useful. Congress has indicated its intention that, when necessary,
funds should be obligated for planning, and when implementation
planning is complete, funds may be obligated for implementation.
Certainly, the gocds and services required for implementation, wiiich
is the real provision of assistance, cannot be provided until the
planning is completed because otherwise the goods and services
needed would not be known,

(& Nature of Planning Required

As noted above, Congress was concerned about the
delays that occur when funds are obligated for a general purpose,
such as a sawmill for example, without completing esiough preliminary
planning to know the kind of sawmill required, where and how it would
be constructed, the problems involved in constructing it, the manner
in which those problems would be overcome and the estimated cost.
tHaving planned these aspects of providing the assistance intended
prior to the time funds are obligated to construct the sawmill would,
Conqgress expected, accelerate implementation and eliminate a pipeline.

The requirement of Section 611{a) is not to complete
every detail of planning before funds are obligated but to provide
enough preliminary planning to identify what is being provided as a
piece of assistance, the obstacles to providing it that may be foreseen,
how it will be provided (the kinds and amounts of goods and services)
and a reasonably firm estimate of the cost. |t does nol require
detailed plans, specifications and dranings that may be needed at a
later date in order to issue an invitation for bid to contractors.

The preliminary planning described above would be adequate to

satisfy Section 611(a) and permit the cbligation of funds; the detailed
plans and specifications could be prepared after obligation of funds
for the construction but before disbursement of funds for that purpose.




Nor does Section 611{a)(1) require an immutable plan
etched in stone. It requires planning of the starting point of what
each ccmponent of a prcject is and how it will be done. Development
projects that are implemented over a three to flve year pericr require
some flexibility in implementation to respond to chonaes in circum-
stances, new perceptions and information obtained in implemcntation,
provided that the project stays within the major fealures epproved by
the authorizing officer. Better designed projects includz a mechanism
to gather information during implementation which is fed back into a
decision making structure that can make aazptations and refinements
in the components of a project as it proceeds in implementation.

D. Common Misconceplions of Section 611(a)(1)

1. Technical Assistance vs. Capital Assistance

Pro jects:

One of the most common misconceptions regarding
the application of Section 611(a)(1) is that it applies only to cepital
projects, or to capital components of project:. Section 611(a)(1)
applied to technical assistance as well as to capital assistance projects.
It applies to each component of a project when a project has several
components within an umbrella such as, for example, an integrated
rural development project with interventions in crop production,
credit, road building, primary education and other training.

When Section 611(a){1) was first enacted in
1958 as Section 517(a) of the Mutual Security Act, the Enecutive
B-anch formally requested the Conference Commitiee to revise pro-
posed Section 517 to apply expressly only to "corstruction projects
costing in excess of $1,000,000". That request was rejected.

2. Section 611(a) Applies Only to Components or
Structures Costing More than $100,000:

It is sometimes asserted that Section 611(3)
pianning need not be completed for a commonent of a project or for a
structure constructed in the project if it is valued at less than
$100,000. The assertion is incorrect. Seclion 611(a) provides that
"no agreement or grant which constituies on obligation of the United
States Goverr.ment in excess of $160,000 . . . shall be made"
unless the preliminary planning is completed. Generally, an obliga-
tion occurs upon execution of projecl agreement or amendment and
its amendments exceeds $100,000, Section 611(a)(1) is applicable to
each component of assistance being financed by funds obligated through
that agreement, and its amendments
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3. Mission Director's Certification:
——— Lreclor s Certitication:

It is g=nerally believed that Secticn 611(a}{(1)
may be considered satisfied if the Mission Director certifies that It
has been satisfied. This belicf is not correct. Seeticn 611(a){1)
does not require a certification regarding its satisfoction; it is o
judgement generally made by the officer authorizing thoe project
based upon the advice providad by such officer's stalf including the
Mission Director and the others involved in the dzsign, review and
approval of projects. Vihen o project or componcnt reguires toche
nical expertise for effective review, such as an cngincering opinion
regarding construction components, advice providad by technicians is
afforded considerable weight.

The belief that a Missicn Dircctor' s certificate
is required under Section 611(a) is probebly caused by confusing the
requirement of Section 611(a) with that of Section 611(e). That latter
provision requires, with respect to cepital projects costing more
than $1,000,000, that the principal A.1.D. officer in a country
certify regarding the capability of the country to operate and maintain
the capital project. This Section 611(e) certification is generally
provided upon a Mission Director's receiving engineering or other
appropriate advice.

4, Satisfaction of Section 611(a) as a Condition
Precedent to Disbursement:

It is frequently asserted that funds may be
obligated in a project agreement before the Section 611(a) planning
requircment is satisfield as long as it is satisfied before funds are
disbursed urder the agreement. A careful reading of Section 61 1(a)
clearly indicates that that assertion is incorrect. It provides that
no agreement or grant constituting an obliqation of the U.S. costing
more than $100,000 may be made until planning is completed. In
fact, the legislative history of Section 611(a) quoted above clearly
indicates obligating funds before the preliminary planning is completed.
In fact, the legislative history of Section 611(a) quoted above clearly
indicates obligating funds before the preliminary planning is com--
pleted, and doing it before funds are disbursed, is exactly the
practice Congress intendeqa to prevent through that section.

This misunderstanding of Section 61 1(a) is
probably caused by contusing the preliminary planning required by
that section to support the obligation of funds with the detailed
planning that is frequently required as a condition precedent to first
disbursement in construction projects.

Section 611(a) requires preliminary planning
that identifies what is being provided (in genera! that kinds and
amounts of goods and services required) and estimated cost. This
would involve, for exanple, a decision of the kind of building required,

its size, the number and types of roome, an esiimate of the kinds and
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amount of materials, equipment and personnel needed. This degree
of planning sati<iies Section 611(a) and permits the obligation of

funds.

It would not, howeve., provide encuch infor-
mation to serve as a basis for a construction contract acbtained
through competition on the basis of price. Detailed plans, specifi-
calions and drawings are required for a construction contract to
ensure that the contractor will provide what is desired. They are
required in cimpetition on the basis of price to be fair to the compeli-
tors and to ensure that all are bidding on the same basis.

The preliminary planning is required before
obligation and satisfies Section 611(a). The detailed planning is
required after obligation and before disbursement and has nothing
to do with Section 611(a).

5. Section 611a) is Inconsistent with the
Collaborative Style of Cevelopment:

It is sometimes claimed that the preliminary
planning requirement of this provision is inconsistent with the collabor-
ative style of de:elopment. Thisg simply is rol true. The requirement
in No way prevents the hos! country of the beneficiaries of a project
from participating in the design of a project. In fact. one of the
stated objectives of the requirement is 1o ensure that at the time funds
are committed, the parties to the loan or grant agreement learly
understand what is required of cach of them for its implementation.

Funds need not be tied up through obligation in
order to induce a host country or its people to collaborate in the
desiagn or plar ving of a project as is requently < laimed by designiers.,
Section 611a) merely reguires this collaboration with the host
countoy and its people before AL D, corunits funds to implement the
prosect, It permits the obligation of funds to plan the project,
ncluding substantial amouants if needed te achieve collaboration: it
prohibits e chligation of funds 1, implement the project before it is
ready for implementation,

ft s oftes graued that AL 1.D .. response time
ir actually providing funde is so long that 1t discourages collaboration
and the participatios of project beneficiaries., The expectations of
project beneficiaries are raised when their Liews are solic ited
regarding o project and then dashed by the length of time it takes to
put the project or steegm,

That delav, however, i~ not ¢ aused Dy
Section 611 (a). 1t may have been caused by the PID, PRP and PP
requirement that was keyed to AL 1.D.'s schedule for Congressional


http:mCdoten.tt

-51-

Presentations, and A.1.D.'s process for design, review and
approval of projects. The project dacumentation process has been
substantially revised, being limited to 2 PiD end PP.

Project zpproval cuthority is beoling dolegated
to the field. All of these changas chould incrcase A.1.D.'s res-
ponse time to projects that arc colleboratively dusioned. Scctien
511(a) was not a hinderance to that cbjoctive in the past and will not
be in the future.

E. Incremental Satisfaction of Scction 611{(a)

The requirement of Section 611(a), as o matter of
law, is that preliminary planning and cost estimates be completed
for an activity before funds are abligated to finance implementation
of that activity. Obligation occurs at the time an agreemant, or
amendment, commitling the funds is executed. In most graent financed
projects, funds are obligated incrementally on an annual basis
rather than for the life of a project. From a strirtly legal point of
view, Section 611(a) may be salisfied in the same manner as funds
are obligated. Its requirement of preliminary planning may be
satisfied annually on an incremental basic as funds are obligated
incrementally on an annual basis rather than for the life of a project.

vhen satisfied ir: this manner, it must precede the
annual obligation of funds, and it must relate to the entire amount of
funds being obligated each year.

This technique can work effectively when a project
contemplates an annual work pian to be developed in collzboration
with the host country. The annual work plan can be completed and
funds cbligated to finance it. Moreover, the amount planned for a
year need not be cbligated or committed in a lump sum, but may be
ir an~ed throuch the year and obligated to finance specitic activities
as they are planned.

Agency policy goes beyond the legal requirement and
requires the preliminary planning and ccst estimates to be completed,
as discussed below, before a project is autkorized. There are,
however, certain types of projects also discussed below that may be
appropriate for the incremental satisfaction of Section 61Y(a).

Finally, there is no legal regquirement that the
Section 611(a) planning be approved in Washinaton - or by the officer
approving the project. In instances in which it is approprialte to
satisfy Section 611(a) on an incremental basis, it may also be
appropriate for the authorizing officer tc decide that the determina-
tior that Section 611(a) has been satisfied should be made in the field.
This assumes, of course, that the {ield wili be as diligent in reviewing
the preliminary planning, and will bring together the personnel
{engirsers, lawyers, etc.) who are needed to make a sound judgement
regarding whether the requirement is satisfied.
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F. Problem Areas in Satisfaction of Section 611(g):

E-xperience gained in the past few yoars has shown
that there are severa! problem areas in complying with Section 611(a)
that deserve individual attention. Except for construction, most
probler:s arise when it is desired to finance activities that are, to
a greater or lesser exten!, not identified at the time the project is
designed.  As noted above, however, the requirement of Section
611(a) is not to complete every detail of planning prior 10 obligation
of funds, but to provide enough general planning to identify what is
being provided as a piece of assistance, how it will be provided and
a reasonably firm estimate of the cost. When a project includes
components, that are not even identified at the time of obligation, it

cannot be said that such components are pranned within the meaning
of Section 611(a)(1).

1. Construction Activities:

Preliminary planning and cost estimates must
be: completed for all construction activities to be financed by A.I1.D.,
irrespective of the cost of such activities, if the amount obligated by
A1.D. for the project exceeds $100,000.

A rule of reason must obtain, however, in
applying this requirement. Obviously, the prefiiminary planning
needed for o $10 million canal will be more sophisticated than for a
$20,000 the e 1 oam school house. For such school house, a decision
regarding its site, size, floor plan indicating the number of rooms
and knowledae of the material and labor required and available is
probably enough The requirement of Section 611(a) is that the plan-
ning be clvquate and the cost estimates reasonably firm.  Since they
have the technical expertise, AL 1LD. engineers provide advice
tegarding whether the planning is adeguate 1o provide o reasonably
fiem etimate of the cont .

Lo addition, when AL1.D. intends to finance
a senies ol steactores | sach as a series of schools, or o series of
health posts, ete ., it s possible 1o have preliminary planning and
cont edtimates of g meddel or standard structuree.  H the structures
are sample and the hast governments, agreees that the model or standard
il he ied an cach cane, Section 611a) may be considered satisfied.

A Hural Roads:

Section 611a) hasn wometimas been considered
A problem when ALLD. is planning to finance a rural road network
andd the o tal steetches of road 1o be constructed or improved are
not identitied prior to obhigation of funds.  This lack of identification
might be caused by the eeat nomber of roads 1o be improved, and
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the need to obligate funds for equipment and technical personnal

with loeng lead times, or becouge projcct planners deslre the project
beneficiaries to be involved in datermining prioritles cnd to moke
actual selection of roads. (Of course, such selcction cnd prloritiza-
tion can occur before funds are cbligated for constructicn.)

In these cases, although the cctual strciches
of roads to be constructed are not identified, sufficient plaenning is
completed to identify the kinds of rezds that will bo built; the desian
standards for the rozds; the construction stendards; the terrain in
which they will be built; who will do the detailed desian, If any, and
the construction; the amount of skilled ond unskilled Ichor reguired
(and where they will comne from and training required); cnd the
amounts and types of equipment needad.

This will permit a reasonzbly firm estimale
of cost. This degree of planning will support the obligotion of funds
and will permit contracting for goods and services needcd even though
the actual stretches of road to be construcied are unidentified at
the time funds are obligated. Criteria for the selection of actual
roads are developed to be applied in a way that will give the people
in the project area an cpportunity to participate in determining local
priorities for construction of roads.

This technique may also be applied to construc-
tion of other sorts of projects such as schools, health posts, etc.
that are small a. d repetitive. Nciwithstanding the lack of identifi—
caticn, prior to obligation, of actual stretches of road to be ‘anstruc-
ted, the de-elopmental objective of the financing does not require
any specific road to be built. There is little or no danger of pipeline
being created in such projects for the following reasons:

{a) There generally is a great number of roads that could be
ceastrucied or improved to meet the purpose of the project.

(b) Since aesign and construction standards are quire simple, there
would be no delay in implementing construction after a location has
been selected.

(c) The number of roads to be constructed or improved is so large
and the cost of cach generally so smzll that it is impracticable to
identify them all and do o fea~ibitiny study for al! prior 1o obligation.

(d) Since no particular road, ut a network of roads is intended, if
difficulty or delay is encountered in the selection of one road,
another involving substantially the same development benefi‘s could
be substituted. Since the roads constructed are elementary feeder
or penetration roads, final design could be completed quickly enough
so that no real delay or pipeline would be encountered.



-54-

Essentiaily, the simple nature and the great
number of small roads to be provided obviated the 1eed to do a
feasibility study with respect to each little road prior to obligation of
funds.

3. Intermediate Credit Institutions:

There are projects that are intended to address
the lack of capital as a perceived constraint to development. The
purpose of such projects is to provide loan funds to small borrowers
for general purposes, sich as agricultural inpuls, appropriate
technology, ete. and to institutionalize the availability of credit
rather than to finance any specific small aclivitics.

In such cases, the preliminary planning
requires under Section 611(a) will not relate to the specific uses to
which loan funds will be put, such as vegetable gardening, motorized
miils, chicken farms, etc. Rather Section 611(a) planning will
velate 1o how the availability of credit will be institutionalized on a
continuing basis., 1t will involve an examination of the demand for
credity the administrative structure through which it will be provided
and its effectiveness; the administeative cost in providing the credit;
the anticipated default vate; the mechanism and criteria for review
and approval of specific loans; and the imposition of credit terms
(maturity and interest cate) adequate 1o cover the cost of admiiis-
tration of the ceedit, inflation, and the projected default rate so
that the credit fusd will not be diminished by those elements and will
revolve ona continming basis.  The purpose of the project is not
to finane e specific activities, but rather credit, so the specifi
activit es need not be identified and planned prior 1o obligation of
funds 1o arder 1o satiafy Section 611(,).

a. Othver | s, for Semall Unidentified Activities:

The maost traublesome projects with respet
to Section 61100) have involved  funds 1o finance unidentified sob-
projects when the prurpase of the project is not to institutionalize the
avatlability of credit bat to finance the subpr ojects, themselves . This
cccnrs when desigoers desiee to involve project beneficiaries in
desigp aned to respond on an accelerated basico o onstraints perceived
by progect bhenefic varies,,

Do of these peoblems were agqravated by
the: RHD, B2, B appsroval prodess which o cquired approximately
1 monthe for completion.  These considerations ¢auses designers o
include in some prajects funds 1o tinance unidentified small sub-
projects that would be identitied and planned in implementation. They
intended to obligate funds for implementation before planning of the
subprojects was completed, the very action Section 611(a)(1) was
imntended by Caongress 1o prevent .

S Py s T T W
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Some arguad that since the sctivities are
small and the amount committed for them was likewise small » such
funds cou!d be established. However, the same principles of law
and management apply irrespective of the size or cmount of the sub-
project, and the only de minimis permitted inder Section 611(a)
relates to the total amount obligated. If the amoun® obligated is or
aqggreqgates $100,000 or more, the requirements of Section 61 1(a)
are applicable.

The interests of designers to involve the
people in decision-making and to respond promptly may be accommo-
dited with the requirement of Section 611(a) for idzntification and
planning. This may be accomplished even more easily now with
recent changes that have been made in AFR and in the project
approval process.

(a) The PRP has been deleted from the review t ucess, and the
time between identification of a prablem in an approved PID and
approval of a project is aonly the time that it takes to design a
project that complys with policy and 'aw and present it in a PP
(assuming the availability of funds).

(b) Field posts have the authority to approve activities up to $500,020,
and higher amounts are anticipated.

(c) Staffing n'ssions rather than the REDSO's, with permanent
design peoplr: will permit closer contact over a prolonged period
with potential project beneficiaries to determine their interests and
assistance in the design of a project for presentation in a PP rather
than waiting for implementation to learn about their perceptions and
desires.,

(d) In certain cases, projects may be approved P ior to satisfaction
of Section 611(a) for each component of the project and funds obligated
after this planning is completed. Inr these cases a project paper

would identify in general what was intended to be accomplisheod in a
project and provide enough information and analyses to justify apyi uval
of funding. Allotment of funds may be made as described in the
approved PP. The field may then obligate funds when particular
activities or types of activities are identified and planned.

The manner in which Section 611(a) is satisfied
with respect to rural road project described above provides a useful
lesson in how projects with unidentified subprojects may be handled.
In rural ruad projects, the actual stretches of road to be constructed
or improved are not identified and will not be identified prior to the
obligation of funds. However, sufficient planning is completed, as
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noted above, to permit a reasonably firm estimate of cost. This
degree of planning will support the cbligztion of funds and will permit
contracting for the goods and services needad even though the actusl
str etches of road that will be constructed are unidentificd at the time
funds are obligated. Criteria for the selection of actual recds are
developed to be epplied in a way that will give the peeple in the
project area an opportunity to participate in determining local
priorities for construction of the roads.

This must be contrasted with projects that
will finance unidentified subprojects. It is often clated that criteria
will be develaped for selecting activities and funds will be obligated
against these criteria that will permit the pegple to participate in
selecting activities and a prompt response. (it should first be noted
that designers are not prevented from determining what the pecple
want in terms of agricultural production technologies, &ppropriate
technology and enterprise development before a PP i submitted.)
The deficiency in these projects mav be understood by comparing
them with the road projects planning above.

Vith respect to roads, we know that roads will
be constructed, the kinds of roads, the equipment, materials and
people needed and the criteria that will be used to select where the
roads will be placed. In fund projects, we do not yet know what the
subprojects will be. Much more is left to criteria, and contracts
cannot be let for equipment, materials, or peaple because the types
and amounts of these things needed has not yet been planned.

Section 611(a) has not becn satisfied.

Two technigues have been usad to finance
projects i~volvina unidentified subprojects and to comply with Sec-
tion 611(a){1). One is patterned on the technique used for rural road
programs and the other involves obligation of funds seriatim as sub-
projects are identified.

The first involves identification and planning,
in collatoration with the host country and project beneficiaries, of a
number of kinds of acti- ities that may be financed from the fund. The
kinds of activities coula be based upon the knowledge of the interests
and constraints of nroject beneficiaries learned in the design stage.
The activities could invclve such kinds of subprojects as vegetable
gardenting, brick kilns, mortorized mills, etc. The PF would
describe a series of activilies in which the people are interested and
vould plan how these activities may be provided (the goods and ser-
vices requi-ed). This would noc be an illustrative list of activities
but would be the actual list of activities offered to project beneficiaries
for selection as the startiag point of the project.
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This would satisfy Section 611(a) (assuming that
a project structure is also d-signed for reaching the people wi*h these
activities) in the same manner as rurel road programs. The list of
activities should be based upon the perceived needs and preferences
of the people in the project areas. It should be adequate to permit
disbursement of furnds obligated for this purpose in a timely manner.

When this starting point is identified and
planned, the enti. e amount suthorized for the fund may be obligated.
In aadition, to provide flexibility during tne implementation, criteria
may be designed in keeping with the purpose of the fund for identifying,
planning ad approving (in the fields new kinds of activities that can be
added to the original list of approved aclivities during implementation
in order to refine the project and to respond to changed circumstances
and informatior learned 1in implementation.

Second, as an alternative or in conpunction
with the first, funds nay be obligatea for specific activities individually,
or in a group, as they are identified and planned. Funds may be
obligated initially for tecnical assistance, and training where needed,
in order to provide the project management structure. Funds may be
allotted to the finld for the subprojects  after project approval, but
these funds would not be obligated until sepcific activities are identified
and planned in the fiold in accordance with criteria approved in the
PP These obiigations may be made individually as subprojects are
identified ard plarned, or tnev may be crouped as a number of sub-
projects are identfied ane planned., Some projects have irvolved
anmual work plane, developed in collaboration with the host country,
which identify and plan cubprojects for the next year, and funds are
obhligated anncualiv in accoracance with that work plan.

These techniques have proyved successful in
batancing the ivterest of in sonving project beneficiaries in design,
re spording promptly to per ceived needs, and satisfying the Section
611(3) requirement of prudeet management.

R Satisfacti s o f Secvion 61 1g) Before Authorization

As noted above, there is ne legal requirement that
Section 01 1ai]) be satisfied for each . ompon«n; of a project before
the project s author ized for firancing. It should be realized, however,
that ot is A 1.0, policy to do so excepl in the unique situations des-
cribed above . ection 611(3) identitication, planring, and cos!
»stimales are important in preparing project budgets and other analyses
cegu.red for project approyal.

Withoot ideniifica:ion of 4 piece of assistance and
planning of bow it will be provided, it iy ditficult to have confidence
ir the budaet »f A preoject presented for approval.
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Moreover, the economic analysis of a project reguires
that the elements of a project be identified and planned so that cost
estimates may be reasonably firm, whether the economic gnolysis
involves consideration of costs and benefits or cost effectiveness.
Presumably, an official authorizing a project will do so aon the basis
of the development return an the investment ocutweighing the cost of
the invastment, and the cost cannot be determined with any confidence
unless it i known that it is beinag provided and how to serve as the
basis of cost estimates.,

Although it i+ Lifficult to formulate a general rule
with regard to when Section 61 1(3) planning may not be fully completed
prior o authorization, it seems appropriate in the instance in which
a fund is being used to finance a large number of smali activities.
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X, ENGINEERING FEASIBILITY

A, General Policy Statement

Section 611(a) of the FAA requires, prior to obliga-
tion, adeqguate planning and a reasonable firm estimate of the cost for
any projects costing in excess ot $10uU,J00 The total project cost
is the criteria for determining if a project is subject to Section 6111a),
and nct sc'ely the construction component. 1t is AID policy that a
direct hire =ngineer shall make an evaluation of each project as to
the adequacy of engineering plans and cost estimates for any construc-
tion contempiated for a project ir the above category.

So-tion 611(b) of the Fureign Assistance Act calls
for a computation of benefits and costs for any water or related land
resource construction project. It is imperalive to have a water
resources engineer, an economist and other technicians, as appropri-
ate, to prepare the benefit cost study. If the project is an agricultural
project, then an agriculturalist will contribute informatich on projected
yvield increases and the ecoromist should be an agricultural economist.

8. Discussion of Policy Statement
1. 611(a)

The engineer's responsibility for determining
if the requirements of Section 611(a) have been me! also involves an
evali.ation of the capability of the host country to design and construct
the facility contrmplated. There has to be a professional evaluation
made of the following:

{a) Does the government engineering organization in the host country
have the capability to design the building or facility to be constructed?

(b) Does the host country engineering organization have the capabilily
to prepare the bid documents and supervise the agward of the bids for
construction?

(c) Are there local construction firms in the country with the
capability for constructing the facility to be built?



The engineer will often need to visit the site
where the facility is o be constructed. Depending on what is to be
built, the following questions, among others, might be asked:

ial What drainage proclems will there be, if any, for any buildings
to be built?

(b) “at is the bearing capacity of the soil”?
{c} 1f needed, is there adequate water dand electricity? Access roads?

(d) Ifa water reservoir is to be built, what soil type is there at

the site”™ 15 the soil suitable for building an earthen structure? Is
the sub-soi! syitable for helding water™ s there suitable arable land
nearby for growing crops if the water is to be used for irrigation?

(o) Are there topographic maps of the site? These are an absolute
necessity for ireigation and water reseroir projects. They are also
necessary for sites for a complex of buildings. Profiles and alignment
maps ars eeded for carals, dams and roads.

(F) 1¥ fur construction of 3 road, has the rights-of-way been surveyed”
dhat about borrow pits? Who awns the right-of-way?

g} *ost projects requiring a large infrastructure will also require
a7 orqaniration far maintaining the project. Good examples are
irrigatior and road projects. What sost of operation and maintenance
Sraarication i there. What consideration has there been given to

renlac ement”

These are only a few of the guestions to be
Mnsaered.  Iaaddition, the engineer needs to make an evaluation of
the roailability  of building materials, such as sand and gravel at
the site, and of cement, re-bar and hardware items in the market.

. 611

Meeting the reguirements of 611(b) requires
the coordinated offots of o water resources engineer, an economist
or, pechaps . ar cgricultural economist and sther technicians as
needed. Toey derive Costs and evaluate the benefits from the project.
The basia, or ande, for preparing the benefit ‘cost was updated by
the Water Sesources @ cancid in 1973, The statutory -hecklist of
Handbook 3, “hapter 5, paragraph 4.4, asks the question:

Hfor aater or water related land resource construction,
ras the project met the standards and criteria as rer the
Prandciples and Standards for Planning Water and Related
Land Resources dated October 25, 19732
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The Principles and Standards (P and S) were
published in the Federal Register on September 10, 1973 in Volume 38,
Number 174, Part 111. They became effective on Octcber 25, 1973.
Application of the Principles and Standards is difficuit for AID

projects.

As a1 example, the P anc S requires that
"possible alternatives capable of 2pplication by varicus levels of
government and by non-governmental interests should be studied”.
Obviously this does not apply to the average small water project in
an LDC. Usually, there is one government orgzanizaticon cepzble of
developing the potential project and only one posscible use for the
water, whicn is irrigation. lUse the P and S as a guide and comply
with it as much as possible. For integrated rural development
projects, make sure thal there is an econormic evaluation of the
"water and related land resource’ part of the project that is separate
and apart from the rest of the economic feasibility. Rely upon your
water resources engineer to make a substantial contribution to this
effort. You will also need the expert opinion of an agricultural
technician to assist in determining increased yield as the result of
irrigation. A copy of the P and S should be available in the engin-
eering office supporting the mission.

Projects are reviewed in AID/W by an
engineer (o ensure that costs are reasonable and firm and that tech-
nical pianning and design are adequate. They are reviewed by a
lawyer to make sure that the statutory requirements have been met.
If there is no statement in the projec! paper or in the technical
annex to the effect that the construction plans and costs have been
reviewed by an AID direct-hire engineer, then AID/Vi generally
cables the Mission asking for a review of the plans by an AID
engineer. This otten delays authorization of the project proposal.

3. FAR

Some Missions have used the fixed amount
reimbursement method of payment for project construction activities
with the idea tha! it will not be necessary to meet the requirements
of 611(a). The criteria for meeting the requirements of 611(a) are
not affected by method of financing.

The purpose of Section 61 1(a) is to insure
scund planning of project activities. The AID engineer has the
training and experience to determine if the requirements of the
section have been met as far as the corstruction components of the
project are concerned. Do not overlook any cof the engineering
requirements in preparing Project Papers regardless of the cost of
the project. Ask for engineering assistance if any construction is
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contemplated.  If the engineer on the PP team is not direct hire, be
sure he is properly briefed by an experienced AID engineer. AlD
has had contract engineers on PP teams who have not been satistac-
tory ., but usuaily this has been because he was not properly briefed
as to what vic job requirements were. Each PP team should have
v A1D direct hire engineer, but, unfortunately, REDSO cffices
"ave cot been adequately staffed nor do most Missions in Af~'ca
fave engireers oo board at this time.

. Rec ommendation

If we are going to have top quality Project Fapers,
we must improve the technical input.  The technician must be involved
from the beginning.

1. tnalve all technicians from the inception of
project planning.  1f possible, get the engineer's assistance tefore
preparcing the 71D, Man, projects have financial and technical
difficultiers bed ause comeone ot ¢ ompelent tu estimate construction
rosts and determine feasibitity made decisions at the PI1D stage
withoot 2 ongulting an enqgineer,

. Project offices sheuld ercourage the tech-
nical members of e 0 team o Give him conservative estimates of
conditions expected gt the end of the praject and realistic implemen-
tation plans.

3. The project officer st rely oo the pridgement
of technical team member« | [ ngincers recryited to fill positions for
AD must have suitable experience te be considered for employment,
Itis generally accepted practice hat engineers mast hgye their
professional Hicence, Moot A1D engineers gy e from 10 to 20 years
experience hefoee Heing nngider ed for errpioyment glthough
recently i5T cagiveer s mave Deee 1 coruited vt Yave less CXDOrienc e,
Many e v Gag men 2ane ady and ed dearees ard wave their
COOQICET 0GP eqials gl on o b gy e pacsed ther COQEneer —in-training
EITY emam,. [ ogineer g registration requires that the candidate for
registratics pass and £ 17T examination and baye « ommensurate ex-
periesce i nig Saeld, uoually five years. This is the minimum
requirement §oe e gictr gtion .

Trepoanat af the above is that the engineer cn the PP
team is vy mae of - Cadiderable experierce. He has work experience
and traeieg in the degelopment of manageable, logicai, organizational
and, or implementatins plans. Make use of his services. Enaineers
often feel that full ads AMage s not taken on eir potential . They
can be helpful and <noald be used to the full extent of their capabilities.
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D. Types of Engineers

One last comment is appropriate. Engineers have
difterent  “types of training". There are three general fields of
engineering. These are: mechanical, electrical and civii. The
specialist engineer in these general categories runs the gamut of
one's imagination. As an example, an agricultural engineer is
interested and trained in solving engineering problems ericountered
in agriculture. There are several areas of interest in agricultural
engineering. A civil engineer can specialize in structural design,
highway design, water resources, or sanitary enginecring. Asking
a generalist in civil engineering to check the structural design of a
bridge to cross the Nile, Niger, or Senegal rivers is frustrating to
the engineer, frustrating to the questioner ard non-productive. The
general engineer should be able to examine the design and prepare a
scope of work for a structural engineer. \lhen your Mission engineer
says he needs help, assist him in getting it. Don't limit your
search to AID. AID/W has 1QC contracts that are designed to allow
us to hire the services of a specialist engineer.



Xiv. ECONOMIC ISSLUIES IN PROJECT DESIGN

Due to A.1.D.'s specific goals and interests, the econcinic
analysis associzted with establishing project feasibility is ofter not
exactly what is commonly understoed as economic analysis by host
country governments and other donors. As shown below, A.l.[D.'s
timeframes for project design and special mandate concerns will
often require that the economic analvsis for a proposed project be
accomplishad through innovative methods that do not always follow
economic textbooks.

The Place of Economic Analysis in Project Design:
Overall economic analysis is> Lui une of several measures of project
feasibility that include technical, social, financial and environmental
considerations. The exact role that the economic analysis wil!
play will vary as a function of several parameters, inciuding relia-
bility of the data base, availability of resear<hi on the topic, the
type of project under consideration and curr- ~ A.l.[D. orientations
toward it.

A, Value of Economic Analysis, if Done Correctly
1. For A.1.D.:

(a) Takes project analysis beyond the expository stage and permits
a certain quantification of project worth.

(b) Often firms up the abstract ideas proposed in design and
permits reviewer to uwe  those ideas more graphically.

(c) Proevides framework within which most aspects of a proposed
project can be evaluated in a systematic manner. !s often the
larger rallying point around which a multi-disciplinary approach can
be built (e.g.. cannct easily separate from (1) social: demographic
data, level of projec’ acceptance, possible regional integration,
spread effects;: and (2) technical: costing, properly adapted tech-
nology, envirormental effect).

(d} Provides baseline data for future evaluation.
(¢) Helps the Agency to avoid flagrantly political projects which

represent a serious drain on limited national resources or do not
have a balanced equity perspective.



2.  For the recipient country:

(a) Can be a vsluable tool in assisting Government to select best
programs or projects and avoid wasting scarce naotional assets.

(b) Can help Governments better focus :n the lowest levels of
economic development and is, itherefore, » otural extension of the

planning process.,

6. tihich Projects Should Use Econgmic Analysis

All prejects except those which fall in a directly
"non-production oriented" or "sccial" category should undargo
econom.ic analysis. Anycne individual investing his financial
resources expects results or benefits - if those benefits don't
attain certain levels, then he normally will optimize his investment
in projects where he can better utilize his finite amount of personal
resources. From the standpoint of national ecuncmic development,
rational economic choice of projects is an important policy issue,
not only to optimize finite investment possibilities, but aiso to
reduce the recurrent cost/investment ratio.

Even in the non-productive" or "social" fields,
such as T.A., health, education or institution building, certain
techniques can be used to help the analyst better grasp certain
economic implications of develcpmen! of those projects.

C. How is Economic Anaiysis Utitized in A.1.D.

1. Personnel Requirements

Under the current A.l.D. design process,
one can identify four different steps in economic analysis:

(a) CDSS - for the moment would appear tc remain generally
expository, but can require some analytic input at the macro level,
e.q., debt-serving capacity, national accounts analysis. According
to a current airgram, the CDSS will require more sophisticated
econamic analysis. For the moment, the program economist input
required for the development of a CDSS is limited.

(b) PID - still mainly at expository level. Could usefully use
certain sectoral specialists however (agricultural economist,
transport economist) to provide a good preliminary feel for project's
economic feasibility.

{c) PP - It is during the design of a project that economic analytical
skills are most required and the missions' need for outside personnel
strongest (AID/W, REDSO, or private consultants). If these skills
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are found in a mission, they are generally heavily engaged in project
implementaiion, and, therefore, may not be available for PP design.

(d) Post-Project Uvaluation - likewise requires fairly specictized
skille. and, perhagn, is Gest conducted by people outside the mission.

This quick overview of the various steps in
oul desigs process would indicate that, for most missions, there is
4 strongmangower constraint in developing proper economic analysis
with local peconnel and they will invariably be forced to call upon
outaade talent .,

11 the mission uses non-A.l.D. economists
(private or univerity coasultants) it is important that the A, 1.D.
project officer monitor « toaely both the initially proposed method-
ology andd the c onsaltant’s progress in ordsr to best orient his
eftort. in the direction of tne Agenoy ' mandate (e.q., BHN of
cural poor, food prodaction concerns, WD),

In choosing the outyside expertise, it is
important tor the project officer to keep in mind that project econ-
anic analysis shoutd not be it o formal hypothetical exeronee,
Lot, rather , thoroughly groanded in realities of local tiving
conditions.  The PP oo onomiat must be able to make realistic
economic ansumptions based on local grouandrules, .

g Liming:

I useful to employ the services of ot least
ot connomist aver the entice 1'F design effart, especially given the
waual comprecced 38 wieek timespane available for project design,
H o the ccnnomit’ L contnibation to the praject s minor , however, he
ot b may b b cacght i toaward the end (ay Lsat two weeks,) of the
arvalyac. However (b s often gseful, in the ccone when several
propest option . ace available | to e preliminary economic analysie,
to s ot the loecoanter e ting oplions early in the deagy prr o ess,
ot toc e entr ate anorefimiing the better options for the final P57,
Often, apgr ecaable time canchee aved it the PP s coordinated by
someote with combaned decgn/technical skills and, in fact, may
fead o ot boamar e« ot ent pir ecentation,

5. Or ganizational Outline:

The anly celatively lear organizational
outline for an economic analy-ic is at the PR level

HarwBook 11 provides only very general
aquidans e as 1o the parpose of the Project Paper economic analysis.
! )
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These are {a) to identify economic worth against costs over time;

and (b) to compare worth of a project with other aliernatives to reach
a rational project choice decision. In many cases only the first
purpose is, in fact, attained, as the second purpose, thot of
rationally selecting the best project, is often a naticnal or rcgional
planning exercise.

Cperationally, it is suggasted that the
economist undertzke his normal technical at.-lysis integrally and
place this document in an annex - given time constraints, this permits
the economist to vent his/her spleen in a sectoral sense so that
more complete integration of the overall analysis can be mzde in a
summary fashicn in the body of the text. All tables, grephs, etc.,
should be inclurded in the Annex and reproduced in the body of the PP
as required. If ihe project officer can stay on top of all individual
analyses, and properly masier a collaborative effort at the PP
writing stage, this method can be very effective.

4, Methodologies:

The interested reader will find some useful
thoughts and references for future study in Appendix 5G of Hand-
book 3.

There is, however, no easily reproduced
""cookbook'* for economic analysis at the PP le-el - nor even univers-
ally applicable sub-sector "recipes”. The best methodology for a
specific project will depend, to a large extent, on the creativity
of the economist(s) utilized, the state of existing analytic literature
and the avai'ability of accurate reference data. Because of com-
pressed timeframes, the typical PP economist will necessarily
look for shortcuts and ways of usefully compressing his analysis
without altering substantially the analytical cutput. In all cases,
it cannot be overemphasized that, as most anaiysis is necessarily
based on a series of hypothetical assumptions, it is vitally i rtant
that the economist indicate and document these clearly.

Internal Rate of Return

The most useful and commonly utilized measure uf project worth

is the IRR, which, in realily, is simply a discounted cash flow over
the useful life of the project. An acceptable project is one having
an IRR above the opportunity cost of capital, usually taken at
somwhere between 10-12 percent.

The level of confidence in a given IRR will depend on the precision
which which the costs and benefits can be measured.



As the data base becomes increasingly shaky, the most accurate use

of an IRR is in the comparative sense, since one is at least controlling
the basic assumptions in a comparative manner. Likewise, as the

data base becomes increasingly shcky, the use of sensitivity tests

to test the basic parameters of the basic assumptions should ne

utivized extensively .

Finally, the non-quantifiable aspecis of project costs or benefits
should always be noted when they can't be assigned some monetary
value, epending on the reviewer's particular biases, these
aspects can receive heavy weighting.

Benefit /Cost Ratins:

A benefit cost ratio ¢ an be defined as follows:

Present worth of benefits + generally at opportunity
Present worth of costs cost »f capital

When the B'C ratio is utilized, acceptable projects will have a
ratio of 1.0 or greater,

Basic ally a derivaticon of the IRR analysis, it is generally less
utilized by A.1.D., but is acceptable if desired (e.q., if piggy-
backing or other donor or separate consultamt analysis where only
B/C is indicated).

Cost £ ffectivenes .

This is a tecknigue which has not been widely used in AID projects
but car. be appropriate for those projects where the benefit side of
the O B analysis cannot be easily measured (such as previnusly
mentioned health, education, TA or institution building projects).
The approach <imply « ampares the discounted cost streams of
project options (with autputs assumed similar). The least cost
solution is then taken as most appropriate.

0. Supplementary Corisiderations

i. Macro-Analysis

Little real macro-economic analysis is
generally required of the economic analysis in a PP other than a
basic background economic description so that the reviewer better
understands the rcole the project plays in the general national
economy .,



Two exceptions to this, although usually
included in the financial section of the PF, aire debt-servicing
capacity and recurrent cost analysis. A study of debt servicing
capacity entails the calculation of debt servicing two exports ratio
and an estixat.on of national budget cash flow over time. This
type of study is agpropriate in a lozn situation whan the Agency is
attempting to discuss if a loan should be furnished ond, if o, at
what terms. Recurrent cost analysis is agplicable to both loans
and grants, but becomes particularly useful in the least developed
LDC's when the Agency may be concerned cbout the ability of the
host country to finance the continuation of Allb-sponsored projects
once our financial support is withdrawn.

2. Lowest level Budost Analysis:

Also generally subsumed under the financia!
analysis in the PP is some form of farm or family budget analysis
(a) to indicate that the beneficiary's financial interests have been
adequately addressed and that his adherence to the project is
rational on financial grounds, and (b) to better address the Agency
requirements for clear and positive project linkages to the small
farmer rural poor. A representative beneficiary profile. combined
with farm or family budget analysis, should clearly show the
financial impact of the project on that target group.

E. Inflation

Inflation is a phenomenon that has often destroyed
even the most carefully planned design estimates or implementation
budgets. In economic analysis, however, economists utilize the
simplest metbodology possible - they :gnore it.

In effect, as as..:mptien is made that inflation
will affect both the benefit and costs streams, over time, and
uniformly in the same proportions - thus avoiding any risky
crystal-balling of prices over the entire life of the project - often
some 20-30 years. All prices, therefore, are kept in constant and
generally current values.

On very rare occasions, inflation can be counted
in the economic analysis. One example was a diesel power plant
project in Rwanda where the diesel fuel was a major component of
the cost stream. In that case, some careful prognosticating was
carried out ty an energy specialist to help account for what was
expected to pe an unusually high rate of inflation in one key sector.
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Xv. PROCUHEMENT PLANNING CONSIDERATIONS, WAIVERS,
LOCAL CURRENCY, FINANCING, ET AL

As part of the effort to improve the quality of project
design and to increase the efficiency of the review/epproval process,
it is impc.tant to draw attention to a vital compaonent of alt A1D-
financed projects - the procurement of goods and services. The
presence of a comprehensive, validated Procurement Plan as part
of the Project Paper will do much to assure proper program imple-
mentation support as well as to facilitate tne review/approval
procedure.

’lanning considei-ations:
(a) Applicable Regulations:

-AID Regulation 1 is the basic legal document for project
planrina. (Shown as Appendix A, Handbook 15).

-AIC Procuremen! Policies are contained in Handbook 1,
Supplement B.

-Handbooks 3, 11 and 15 implemrent the Prorurement Policies
of Handbook 1, Supplement B; in case of dispute, Handbook 1,
Supplement B is the ruling authority.

b) Timing:

-Early enough to identify specific needs and expected
problems.

-Most desirable at the Project ldentification Document
(PID) stage, but essential prior to or during the Project
Paper (PP) stage of design.

(¢) Procurement factors:

-What services or commodities are reauired? Are they
AlD-eligith=?

-Where will they be procured? Are the sources approved?
-What are the costs involved? Are delivery/handling
charges included in the contemplated costs?

-Who will do the buying? The Borrower/Grantee (B8/G)?
A procurement services agent? The USAID Mission?
-How will deliveries be accomplished? Are shipping/air
carriers source-eligible? To whom will shipments be
consigied?

-When should commodities arrive?
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Required Planning Actions:
(a) Host Government (B/G) involvement®

~AID policy states that host country contracting is the
preferred mode of contracting, i.c., the B/G, to the
maximum exient possible, procures commodities and
services far AlD-financed projects.

-The Missicn Director must make a wri tten dotermination
(in the PF’) that circumstances warrant an exceplion to thes
policy if the B/G cannot handle its own procurement.

=The project funds Lelong to the B/G; obligations for
services and c ommrodities and equipment choices must
have /G approval .

(b Mission:

-t'eepare or have prepared and ~quipment/comrmodity list
for the Procarenent Plan. Obtain technical assistance in
developing the list; KEDSO and SER/COM car help if local

help unavailable .,
~Obtain the B3/0' concurrence with the ecquipment list,

~Insure that equipment/comn odity cost estimates include
allowandc e for frevghl chae gey (405 1) 807 of the commodity
cost), plus procurement services agent's fee and an
inflatinngry markup.,

-1f the B/C does not undertake project procurement ,
assist the 1:/G in selection of a Procurement Services
Agent (PSA). Help crg tiate an agreement if the Afro-
American Parchasing Center (AAPC) is selected; justify
the thice of 4 B/76 - welected agent other than AAPC,
(Seee 33 be low) .

-Prepare the Procurement Plan, with B/C approval.

The Preocurement Plan, as part of the Project Paper:
(a) Hesponsibilities outlined:

Can ard wiil the B/G undertake all procurement? Any

portion thereof? It aftirmative, identity which entity

and which gnvernment official wil! bear the procurement

responsibiiity. If the B/G cannot procure, has the
B/G indicated w0 in writing? This should be stipulated.
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if the AID Mission is to be involved in project procurement,
has it been directed to do so by the B/G? Excctly wha?

will the Mission procure? Outline the Misslien involvement.
A Procurement Services Agent (PSA) cen cet for the B/G;
if the requirement exists, the B./G should agrce In writing.

(b) Selection and Functicns of 2 Procurcment S.ovices Agent (PSA):
The B/G can choose any qualificd PSA; if othoer than the Afro-
American Purcha:ing Center (AAPC), cither AID/U or REDSO
should be consulted (criteria for qualifying PSAs will tbe moada
available to USAID's in the ncar future). What will the PSA
acco~plish? Wil it procure only U.S. (Code 000) commodities?

Wi it provide techiical assistance? Will it provide any technical
training? Reqguirements should be explicit.

If AAPC is selected as PSA, formulate a contract for the expected
services; establish the fees to be paid.

(c) Services and Commaodity/E quipment List:

By line, definitize the groupings of commodities/equipment, e.g.,
6 V-ton pickup trucks; 2 10,000-gallon water trucks; 6 180-HP
farn tractors; 3,000 lbs. of grass seed; audio-visual equipment.
Provide estimsted delivered costs and segregate the commodities by
source, i.e., U.S. (Ccde G00), Free World {Code 889), Selected
F-ce Viorld (Code 951), Special Free World (Code 935), or Local
Cast Financing (Shelf ltems or indigenous Goods). Detailed

2o i ations are not required in this Plan.

(d) Commodity/Equipment Eliqgibility:

There ar< -ertain statutory and regulatory restrictions on commodity/
eoripment procurement; «.g., vehicles, pesticides, pharmaceuticals,
abortion equipment. ldentify these items and make reference 1o any
waiver requests included vlsewhere in the Plan that scek approval of
the desired items.

(e) Source/Origin Jules:

-Cite tne applicable sources of commodity procurement
(Code 000, 935,941); if procurement from other than
approved sources is ne<essary, identify the procurement
and make reference to the waiver reguests included else-
where in the Plan.

-Local cost financing - which provides fcr shelf-item and
indigenous goods procurement - must be shown. Details
must be provided either here of elsewhere in the Plan.

-Ocean shipping and marine insurance sources rules apply;
is relief required?



-73-

() Shelf-liem Procurement:

As part of the local costs, cuthorization Is requested to precure
commodities under the chelf-item procurement rules. The desired
items and costs sheuld be indicated in the Plen, elther here or
elsewhere.

-lIs the Cod2 935 unit trensaction limit ($2,500) too
restrictive? s tha $160,080 limit too low? if so, why?
What limits sre desired and vhat particular commedities?
Make refcrence to the walver requast for ralsing the
limits to the desired levels found elscuhare in tho Plen.

(g) Waivers:

-Waiver requests chould be groupced and categorized;

i.e., requests for gzographic scurce waivers, reguasts
for commediiy eligibility waivers, reguzsts for proprietary
procurement, and/or reguests that apply to chelf-item
procurement should be separately idzntified.

-A doller summary of the project's waiver cosis chould be
provided.

{h) Procurement Assistance:

-SER/COM is the prime scurce of techncal assistance,
such as commodity availabilily, current prices, and
catalogs.

-REDSO can provide on-site assistance during the project
planning phascs, and aid in the commadity / equipment
choices as well as formulation of the Procurement Plan.

-REDSO can review the qualifications of prospective
Procurement Services Agents,

-RELCSO can assist in the preparation of commodity/
equipment specifications, Project Implementation Orders
(P10s), Invitations for Bid, and other procurement
documentation.

-REDSO, SER/COM, and AAPC can provide procurement
training:

REDSO will conduct a Frocurement Mini—
Seminar in the Missions upon request.

SER/COM can provide for U.S. training
of B/G naticnals in procurement matters
at AlD/W ard elsewhere; project funding
is required.
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AAPC can also provide procurement trainina,
ir the U.S. or in the host country, in English
or in French; project funding is required.

A, BACIC STEPS IN THE PROCUREMENT PItOCESS

Vihen contracting for commudities, technical
services, or construction singly or in combination, the procurement
process normally consists of 13 main sieps.

Determination of requirements in relatively brozd terms;

. Development of detailed specifications;

Determination of when ihe requirements are needed;

Identification of potential sources of supply;

Selection of an authorized procurement agent;

. ldentification of anticipated waivers, delegations of authority of

special provisions;

7. Preparation of requests for Proposals (Saolicitations of Offers)
or Invitations for Bid;

8. Solicitations of prceposals or bids and inclusion of the notice
in AID expert opportunities bulletins, Commerce Business
Daily or other publicaticns:

9. Receipt and review of praopasals or bids;

10. Selection of contractor or supplier;

. Preparation,'negotiation of ontract or purchase order:

12. Execution of contract or purchase order;

13. lIssuance of notice to procecd.

QNS M) -

Steps 1 through 6 an be taken during the Project Paper approval
process,

8. WAIVERS OF SCURCE RECUIREMENTS FOR
ALD-F INANCED GOODS AMD SERVICES

1. Project Agreements, Froject Implementation
Letters, and other related doc uments specify the authorized Geoqgraphic
Code for the sourcels) of commaodity procurement as well g¢ the
nationality of services contrac tor - Meationality eule™, Any AID-
financed procarement INConsistent with the designated source(s)
requires the issuance of 3 waiver.

2. Waivers of pre.ailing source policies must be

based upon one or mare of the foliowing criteria:

(a) There is a- emergency mequirement for which non-A1D funds
are not available, and the reguirement can be met i time only from
suppliers in a ~ountry not included in the authorized geographic
code.

(b) The commodity is not zvailable from countries included in the
autharized code area or there are no suppliers from countries in
the authorized code area available to supply the services.
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(c) For project assistance from Code 000 (U.S. only), the lowest
available delivered comnodity price from the U.S. is 50% higher
than from a Code 941 scurce; for the procurement of services, the
cost from suppliers in the aoproved source area exceeds the cost
of suppliers in non-approved countries by 507 or more.

(d) Impelling political considerations.

(e) Procurement of commadities with local currency of the pro-
curement of locally-availzble services (where the host country
is not already eligible) weuld best promote the cbjcctives of the
foreign assistance proaram.

(f) Such other circumstances as are determined to be critical to
the success of project objectives.

3. Source Vipivers granted for procurement
outside the countries authorized in the implementing document(s)
are to expand the procurement source only to the extent necessary.

4. Authcrity 1o issue wiivers of geographic
source policies for the procurement of goods ard services is
contained in A.1.D. Delegation ¢i Authority No. 40 and exercised
as follows:

(a) Bianket Waivers:

(1) Blanket waivers having a cumulative value in excess
of $500,000, from either Code 000 or Code 941 to any
other code, for an entire loan, grant, commodity, or
program are made by the Administrator. ‘faivers of
$500,000 or less can be issued by the Assistant Admin-
istrator with program responsibifity.

(2) Blanket waivers from Code 000 or 941 to the cooperat-
ing country, which in effect is an authorization for local
cost financing, are made by the Assistant Administrators
up to the limits of their loan or grant authorization
authority ($500,000).

(3) Elanket waivers to Code 899 or Code 935 are not
normally authorized - only "specific exceptions" are
made . > the general policy of holding to Code 000 or
941 pr »curement.

(b) Individual Transaction Waivers:

(1) Administrator - for individual transactions of
$500,000 or more (exclusive of transportation costs).



(2) Assistant Administrators -~ for individual trensac-~
tions up to $500,000 {exclusive of transportiation costs).

(3) Mission Directors - for individusl transections up
to £100,009 (exclusive of transportatien costs) if such
authority has been redzlegated by the Assistent Admin-
istrater (see Africa Delegation of Authority No. 140,
dated October 18, 1678).

5. Authorized Source Codos:

(a) All grants excep! those tu Relatively Least Developed Countries
(RLDC s) - Code 000 (U.S. only).

(b) Grants to the RLDCs - Code 241 (Seclected Free Viorid).
(c) Supporting Assistance Lozns - Code GOC.
(d) Develogment Loans - Cade ©51.

5. The U.N. List of RLDCs:

(a) The poorest countries selected on the basis of low per capita
gross domestic product (GDP), low proportion of GDP in manu-
facturing, and low adult literacy rate.

{b) Eighteen (18) African countries gqualify as RLDCs: Benin,
Botswara, Burundi, Central African Empire, Chad, Ethiopia,
Gambia, Guinea, Lesotho, Mali, Maiawi, Niger, Rwanda, Somalia,
Sudan, Tanzania, Ugarda, and Upper Volta.

7. Comn.odity Eligibility:

(a) A.1.D. Commodity Eligibility Listing - Handbook 15, Appendix B
provides information on the general eligititity or ineligibility of
commedities for A.1.D. financing.

(t) Certain commodities may be made eligible under particular
assistance agreements; the projec! implementing documents will
spell out the norn.ally ineligible commodities that have been
apprcved for a specific program.

(c) Appendix B is classified by reporting numbers - Department
of Commerce Scheduie 8 nusthers - which categorize the types of
U.S. commodity exports for tabulation.

(d) Standard for eligibility: the commodities must make a positive
contribution to development.
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(e) Generally ineligible items:

-unsafe or Incffcctive products;

~luury goods;

-surplus or uced items {encept U.S. Governw.ent-owned
excess progorty);

-items for military uzo;

-surveillence equipmony;

-weather madification cqulpment;

-gbortion inducting commodities ond equlpment;

-commodities for police and low enforcement cctivities.

(f) Waivers against eligibility restraints - dircected to cnd processed
by AID/W, SER/COA.

(@) To be eligible for A.I.D. finoncing, commodities must ba:
-of a cource designated in the implemanting dacuments
-mined, grown, or produced in an authorized source

country.

8. Commodity Procurement - Annroved Source
and Source Vaivers:

(a) Vehicles - must be manufactured in the United States to be
eligible for A.1.D. financing. Passengzr car procurement is
controlled; only the most economical vehicles suited o0 project
tasks are eligible, and then AID/V/ must approve the procurement.

(b) Vehicle Waivers - Assistant Administrators with program
responsibility can waive the requirement that motor vehicles be
manufactured in the United States; under Celegation of Autharity
No. 40, they can also redelegate authority to field missions up to
$25,000 to waive the requirement for U.S. manufacture of
vehicles. (Mission Directors et al have this authority only if it
has been redelegated by the Assistant Administrator). (Sce
Africa Cclegation of Authority No. 140).

(c) Pharmaceuticals - as a general rule, the source of AlD-financed
pharmaceuticals is limited to the Uniied States and the standard
A.1.D. 50% componentry rule is applicable. Frotection is afforded
to the patent rights of American manufaciurers. Eligible items are
shown in Handbook 15, Appendix B, Part 11.D. Only safe and
efficacious pharmaceuticals are procured; they must be on AID/W's
list of items eligible for financing. All pharmaceuticals to be
procured must be generically described, and are normally provided
in dosage form. Formal bidding is required for all pharmaceutical
procurement.
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Waivers - for eligibility or source/origin acceptability, all
waiver requests are directed to AID/R, SER/COM.

(d) Pesticides - procurement is controlled by AID/W, to assure
that all purchases camply with epplicable A.1.D. regulations. Only
pesticides registered by the U.S. Envircnwental Protection Agancy
(EPA) are sligible for procurement, with purchase and use
permitted following compliance with Regulation 16 which calls for
an environmental examination. Findings of the initial examination
could call for an added environmental assescsment, an environmental
impact statement, or a "negative determination” vwhich would chviate
the need for the assessment or follow-on statement.

Waivers - the use of a particular pesticide may be apprcved in
limited circumstances providing certain requirements are satisfied.
The appropriate Mission Director (or REDSO Director) must

certify in writing that the pesticide will be used for health purposes
and that significant health problems will cccur without the use of

the pesticide. Preliminary detern ination must be forwviarded to
AID/VW and a final determination made in writing by the Administrator
before the procus ~ment of pesticides is authorized.

(e) Fertilizer - AID financed procurement is normally limited to
U.S. source (Code 000) products. For ron-U.S. purchases, prior
AID/W, SER/COM, approval is required.

Handbook 15, Agpendix B, Part I, lists various mixtures and
combinatiors of fertilizers: if the desired compound is not listed,
SER/COM should be so informed and the trade will be soticited 1o
determine if the desired formulation car be obtained.

Normal procurement of fertilizer is under formal rules. Invitations
for Bid (1FBs) from the Missions (B/Gs) should be routed through
SER/COM for editing and passage to CM/SB for publication in the
Commerce Business Daily (CBD). Under informal procedures
SER/COM should be the source of all quidance and assistance.

AAPC is also capable of nandling fertilizer procurement.

Waivers - of eligibility, source/origin, or formulation should be
directed to SER/COM.

9. Certification Supporting Waivers to Code 899
or Code 935:

Commodily Source Waivers:

"Exclusion of procurement from Free \orld countries other than
the cooperating country and countries included in Code $41 would
seriously impede attainment of U.S. foreign policy cbjectives and
objectives of the foreign assistance program."



Mationality of Suppliers Walver:

"The interests of the United States are best served by permitting
the procurement of services from free worid countries other than
the cooperating country and countries included In Code 851."

10. Source/Natienatity Unlvers: Premarction,
Clearconce, Renartinng, ond Conteo!
(Missian iocusdd:

The waiver request format used by a Missicn chould follew that
shown in Appendix D1 of Hendbaok 15.

A waiver request should contain the following infornation:

-A statement of the authorized source of procuremsnt ond the
proposed sources from which procurement prcbably will be made if
the waiver is granted.

~-The identification of the project/program authorizing document
which specifies the authcrized procurement source.

~-Descriptions of the desired commodities snd/or services, their
approximate dollar value, and the type of funding.

-Summary by dollar value of waivers granted for commodity
procurement by the B/G during the current quarter, previous
quarter, and fiscal year to date.

-Justification in support of the waiver request, based uoon the
waiver criteria of Handbook 1, Suppienent B, (emergency, non-
availability in the approved source area, impelling poiitical
considerations, etc.).

-A "determination clause" that this waiver will further the U.S.
toreig: policy objectives ard/or the objectives of the Foreign Assis-
tance Program; a positive recommenrdatian should follow.

Waiver clearance procedures within Missions should follow the
guidelines prescrived by the Regional Assistant Adminisirator.
Appropriate certification must be made part of each waiver request.

Reporting and cortrol of Mission-issued waivers:

-All Mission-issued waivers are consecutivel» numbered by the
approving office. Small value waivers less aar $500 shall be
numbered in a separate "SV" series.

-Missions send four (8) copies ¢! all commodity waivers of $1,000
or more, when issued, to SER/COM/CPS for appropriate distri-



bution in AID/W. All approved waivers of less than $1,000 are
sent to SER/CCM/CFS at the end of each month. A summary
tabulation will be sufficient.

~-SER/COM/CPS distributes Mission-approved waiver copies to the
Geographic Bureau, Office of Financial Managzment (FI), and the
ES.

-Missions send one (1) copy of each waiver promptly to AA/SER for
cemtral recording purposes.

-Each Mission should have a single control point with the recponsibility
for logging waivers and dispatching copies to AID/W (see AA/AFR
Memorandum of insiructions accompanying Delegation of Authority

No. 140).

11. Ready Reference for AID Project Support
Waiver Information: Handbook 1, Supple-
ment 8:

-AID Commodity Sligibility Listina irage 4-3)
-Mator Vehicles (Page 4-7)

-Pharmaceuticals (Page 4-1{)

-Pesticides (Page 4-13)

-Carrier eligibility (Page 4-26)

-Source and oriqin (Page 5-7)

-Suppliers of services (Page 5-11)

-Marine Insurance (Page 11-3)

-l ocal cos! financing (Page 18-5)

-

-Marking (FPage 22-3)
Handbook 15:

-Commaodity source codes (Page 2-4)
-Commodity eligiblity (f’age 2-11; Appendix B)
~-Supplier eligibility (Page 2-27)

-Delivery sercices (Page 2-29)
-Transportatin (FPage 2-30)

-Marine Insurance (Page 2-33)

-AID Marking (Page 2-41)

-Proprietary Procurement (i’age 3-6)
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(&6 LOCAL COST F INANCING - COMMODITIES
—_—— L - COMMODITIES

The AID policy for financing local currency
procurement of commodities is found in Handtook 1, Supplement B,
Chapter 18. Procedures to be followed in this procurement are

found in Handbrook 15, Chapter 11. Local procurement of commod 'ties
can provide the following items:

-Indigenous comm.odities - those mined, grown, or

produced in the cooperaling country. Non-free world
componentry is disallowed.

-Shelf items - those items imported and stocked to meel
a general public demand in the cooperating country. They

are not goods imported solely to support an AiD-financed
project,

Hoth indigenous goods and shelf-items must meet
eligibility criteria - they are subject to the statutory and policy
restrictions found in Handbook 1, Supplement B, Chapter 4,

Financing support:

-Indigenous goods can be financed by AID project funds
without limitation, other (han the total local currency
limit of the project.

-Imported shelf items from Code 000 (U.S.) sources can
be financed in unlimited quantities. Commodities from
Code 941 sources (U.S. and Less Developed Countries)
can also be financed in unlimited quantities; the eliaible
sourcels) must be identified in the project agreement.
Shelf items coming from Code 899 (F ree World) sources
but not from Code 941 (Selected f ree World) sources,
i.e., Code 935 sources, can be procured if the price per
unit does not exc eed $2,500; the tota! amount of these
project purchases cannot exceed $10,000 or 10% of the
total project iocal cost financ ing, whichever is higher .

Prices 1 be paid for locally procured commodities will be no more
than the lowest available competitive prices and purchases will be
in accordance with 9ocd commercial praclices.

Commodities on the local market that are imported from non-F ree
World countries are not eligible for AID financing.

Vehicles are not eligible items under the "shelf item rule", but

cement, sand, gravel, POL and construction materials are obtainable
with local cost financing.




Some locally-procured items may bz ineligible as a result of bsing
shipped aboard non-Free Viorld vessels; high-visibility commodities
(tractors, farm eguipment, fertilizers, etc.) may fall under thig

heading.

Invoices for nayment should state the source and origin of locally-
purchased materiais.

Waivers can provide relief from the restrictions inherent in local
cost financing.
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COMMON TERMS AND EXPRESSIONS ASSOCIATED WiTH AID
MENT:

C&F

CIF

FAS

FoB

B/L

PlO/C
PIO/T
PSA

PP

B8/G
GSA
8USH
AlD/W

Source

Cost (of the commodity) plus (ccezn) freight to
B/G country

Cost (of the commadity) plus (marinz) Incurance
plus (ocean) freicht to the B/G couniry

Free alcng sid2; "FAS" (Nomod Port) mezns (in %)
the cost of the cammadity to includs dolivery to

the pier in the port; the lezding of the cemmodity
aboard the vessel is not includsa.

F ~ee on board; expressed in §, to include
a-quisiticn, shipment to the port, and loading
sboard ship.

Bili of Lading; also BLADINMG; for ocean shipments,
a document describing the chipped item(s), the
carrier's charges, and all cost of delivery. Only
the ORIGINAL B/L is negoticble.

Project Implementation Order/Zommadities
Project Implementation Order/Technical Services

Procur ement Services Agant

Projec! Paper; also Procurement Plan; also
Proprietary Procurement

Borrower/Grantee (recipient country)

General Scrvi. es Administration

Buy U.S. Here

Agency for Internaticnal Development, Washington, D.C.
The country from which a commodity is shigped,

or the B/G country if the commodity is located
herein at the time of purchase
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Origin The couniry in which a commodity has been
mined, grown, produced, or manufactured or
assembled.

L/COM Letter of Commitment; issued ty AID/W to a

Bank, a PSA, or a supplier. A Direct Letter
of Commitment goes from AID/\ to a supplier
and saves banking charges.

L/C L etter of Credit; issund to a PSA or supplier by
an American Banl upon receipt of a L/COM
issued by AID/Vi. Trhe B/G must request the
Bank to issue such a letter.

SLC Special Letter of Credit - a bark issue.,

FCD Firal Contribution Date - blark on PIQ/C;
last day of contract or procurement action.

FR Financing Request - torm addressed to ALD/W
for issue of an L/COM

Reg 1 AlID Regulation 1

P/0 Purchase Order

AAPC Afro-American FPurchasing Certer, New York, NY

Sched B Schedule B, Department of Cammerce, com-
moditi»s for expert identified by a seven digit
code

DAP Deselopment Assistance Program

FWOD Four Wheel Dirve

a4x? Four Wheels, 2 driven wheels (utility vehicle)

6x6 Six Wheels, alv driven wheels (23 ton truck)

ADO “rea Development Officer

CDO Country Development Officer (in countries

without Missions}

RDO Regional Development Officer (in charge of an area)



FAA
TOR
ORA
ABs
PIC

DP

PIL
AIP
FFP
PALD
PA/PR
GVW
o
AFEQ

P18

€BD
tDC
SLDC

CODE 935

CODE 899

Diesel Engine Driven

Foreign Assistance Act (of 1961) as amended
Terms of Reference

Direct Reimbursement Appraval

Annual Budget Submission

Project ldentification Document

Design Paper

Project Review Paper

Eroiect Implementation Letter

0

Accelerated impact Program
f-ood For Peace

Progr inr Assistance Approval Document

Procurement Autterization ‘Purchasing Requisition

Grass \ehicte Weight

Condition(s) Precedent

AlD-F inanced b xport Opportunities

Oublic Information Bulletin

AID Smale Business Memo

Commerce Business Daily

Less Developed DTountries (Code 941)
Selected tess Developed Countries (Code G10)

Free Worlg  ountries, ircluding the recipient
country

Free World Countries, excluding the recipient
country
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EXPROP Excess Property

PIO/P Project Implementation Order,/Participant
Training

RLOC Relatively Least Developed Countries

AAQO AlD Affairs Officer

RFTP Request for Technical Proposals

SHORTLIST A listing of potential contractors dee.ned

qualitied after an evaluation of submitted
prequalification information.



g 8

901

935

941
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RELEVANT A!D GEOGRAPHIC CODES
M

Europe

UNITED STATES

FRLCT WORLD - Any arca or country in the
Free Werld, encluding the participating country
itself. "Frece World" enxcludes the following
aress or countries: USSR, Albonia, Bulesria,
Czechoslovekia, German Demaocratic Republic,
Estonia, Rungary, Latvia, Lithuznia, Romania,
Poland, Vietnum, North Korca, Pecple's
Republic of China, Mongolia, Lcos, Combaodia,
and Cuba.

LIMITED FREE WORLD - Any orea or country

in the Free Vorld, excluding tha porticipating
country itself znd the following dzveleped
countries: Australia, Austria, Belgiva, Canada,
Denmark, France, Germany (Fed. Rep.), Iren,
italy, Jepan, Luxembourg, Yonaco, Netherlands,
New Zealand, Norway, South Africa, Spain,
Sweden, Switzerland, and the United Kingdom.

SPECIAL FREE VWCRLD - Any areca or country
in the Free Viorld including the participating
country itself.

SELECTED FREE WORLD (THE U.S. AND LDCs)
Any independent country in the Frece tVorid,
except the cosperating country itself and the
following:

Cther

Andorra
Austria
Belgium
West Beriin
Denmark
Finland
France

Luxembourg
Malta
Monaco
Netherlands
Norway
Portugal
San Marino lran

Libya

New Zealand
Qatar

Southern Rhodesia
Somali Republic
South Africa
Yemen

Algeria
Australia
Canada
Cyprus
Greece
Hong Kong

West Germany Spain

Ireland Sweden

ltaly Switzerland

lceland United Kingdom

Liechtenstein Vaticar City
Yugoslavia

Iraq

lapan

Kuwait

Saudi Arabia

t lnited Arab Emirates

Republic of Congo
(Braz=aville)
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Code 931 criteria are set forth by White House directives. LDCs
must be non-Eurcpean, with annual per ceplta Inceme of $1,650 or
less, and eligible to receive U.S. assistance. Couniries in the
Western Hemisphere south of Cuba and non-E uropezn Countries
receiving AlD assistance do nol have to meet the per capita income
test. (Handbook 1, Supplement B, Chzptoer 5).



Xvi, RECURRING COST

A, Ger . ral Guidance Statement

Given the reazlity of the national income and budget
situatior .n most African countries, the Buregu does not require
assurunce in all cases that. upen praject completion, recurring
p” .gecl-related incremental costs will ba defrayed from some
specifically identified source. In a number of cases, such
assurance is not possible. iVhat is important and required, however,
is explicit treatment of the issue, i the form of an estimate of
the mag.itude of the budget requirement, if any, at projact termin-
ation and an assessment of the future need for continued support.
Implications of the recurring cost issue with respeci to repiination
and/or maintenance of important project activities, systems and
organizations should be spelled out. Such material can then be
utilized in broader proqgram level analyses with respect to the national
Lidget situation and its implications in connection with total U.S.
ard other foreign assistance regquiremeits in the future. Obviously
projects should be designed so as to minimize potential recurring
cost problems.

8. Discussion and Guidance by Project Type

Recurring cost, an issue with almast all AIC-financed
projects in Africa, should be viewed within three different contexts.

1. Reverue Producing Projects (financial, intermediary and revenue
generation type proejcts - primarily in the private sector - including
intermediate credit institutions, coaperatives, and othar business
enterprises).

2. Public Sector Institution or System-building Projects.
3. Research and Cevelopment Projects (Exper imentation).

In each case the issue should be handled somew -«
differently. as detailed below. 1n those instances where projects
involve some combination of the above types, then analyses should be
broken down accordingly to provide specific treatment of each
distinct component.



1. Revenue Producing Projects:

This category requires the most rigsrous
treatment of the recurring cost issus. Narmally it chould bo cembined
with an analysis of present and futere fincncial viehility of the orgonl-
zation, project or system assisted. At a minimun., pro forma ctole-
ments of each flow (scurces and uses of funds) and inceme statemenls
should be projocted for the life of the projzct cnd for & reagonable
period after terminatien. Depending 3n the situatien, this could run
from one to eny number of yeors. Assunptions concerning cources of
funds and operating expenses chould be soelled out ond Justified. It
is not the Burcau's position that all recipicnts be finunclolly vichle
after projzct termination; but it is important to be explicit cancerning
what percenlag: of estimated ongoing casts will have io be cubsidized
upon completion of the project. Also, the PP chould providz: an
assessment of the probability that additicna! necded rescurces will
oe secured, and from what scurce. Finally, current cnd previcus
financial statements should be examined in an assessment of financial
performance and its implications for futlure viability.

2. Public Sector Institutien and Svslem-hui’cﬁm
Pro jects:

With such projzcts the recurring cest issue
normally must be analyzed without the aid of standard profitcbility
measures. In this case a budgetary analysis of the enecuting agency
or unit is usually indicated. The form such an analysis should take
varies. At a miinimum, the percentage of recurring costs represented
by incremental ongoing project-related activity should be estimated
along with an assessment of the capacity of the organizatien to
secure the needed revenue from the Government, ar income producing
activity of its own, some other source, or a combdination of the fore-
going. The simple statement by the Host Government that recuring
costs will be covered is not sufficient. The probebility that such
costs will or will not be covered, and in what degree, should be
discussed. If possible, a source and application of funds statement
(cash flow) should be prepared which will show the impact of project-
related recurring costs upon termination and how they presumably
will be covered.

3. Research and Development Projects -
t_xperimentation:

Such projects have traditionally been treated
in a class by themselves, as research can often be justified in its
own right. The key question is what is required upon project termina-
tion to assure proper utilization of research results. 1§ the research
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effort ur program is a discrete activity that will end with the project,
with findings to be disbursed to benefit other institutions, programs,
or projects, then recurring cost is obvicusly not a pretlem. Such
activities could include feasibility sludies, planning exercises, a
census, land use or cadastral surveys, etc. Often, however, the
expressed purpose of projects of this nature is to establish an
ongoing analytical or research cagability, in which case the project
would revert in whole or in part to category number 2 above and
corresponding guidelines.



Xvil. THE SUBSIDY !SSUE

A, General Guidance Statement
==l igance oHtatement

To the extent possible, direct subsidies to projuc:
beneficiaries should be aveided in favor of system and institution
building, research, and other activities related to the development
of self-help mechznisms and outreach cfforts.

B. Discussion

A number of LDC governments pursue a policy of
subsidizing the poor. The epproach can be sustained almost indofin-
itely in a country like the United States whare only 267 of the azneral
public fall iro this category, but not in countries where 50 to 20D of
the total population is engagad in subsistence agriculture. Resources
for subsidies to such a group do not exist or are spread so thin thag
impact is marginal. In some cases impact can actually be negative,
especially when small producers are lured into risky investmenis
or changed practices when neces :ary subsidies cannot be maintained
over a sufficiently long perind.

Another factor worth considering relates to equity .
Given scarce resources, subsidies to some mean exclusion of others.
Direct subsidies also tend to be absorbed by the more aggressive,
affluent, and better prepared beneficiaries. This is to be expected.
The problem is how to control access and insure fair distribution
without overly rigorous and burdensome controls.

Research has shown that small farm labor-intensive
produclivity can be just as high, nigher in fact, than the large
capita! intensive models. The same goes for profitability at such
levels given the application of appropriate, low-cost technological
interventions and access to needed institutional and commercial
services. This is demonstrated graphically by the situation of the
small producer in many countries wno consistently pays in excess
of 100% interest to the local merchant or money lender for production
and subsistende (redit. Even paying the highest rates for institutional
credit would lecave most producers way ahead of where they are now.
In other words, what is needed in most instances is access to rescurces
on an economically sustainable basis rather than a subsidy, which
may benefit an individual or a select group, but which does nothing to
expand or improve a delivery system so that more can benefit in
greaier measure.
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Subsidies are obviously needed in such arecas as
institution and system building, technical assistance and training,
research and development. This, in fact, is where most of aur
assistance is targeted. The point is that subsidies should remain at
this level where impact will be permznent in the form of better quality
and greater outreach of services, orgonizational infrastructure, and
experienced percennel.

A current example of the application of the cbuve
thinking is the recently approved Blue Nile Rural Development Project
in the Sudan. The farmer, in this case, is asked to pay the full cost
of mecharization (including equipment depreciation) and credit ser-
vices, minus initial start-up, tecknical assistance and training costs.
Project rescurces are directed toward institution and system
building. Before the end of the project, substantial capitalization
shouid occur in the cooperative system: contemplated, and government
services established should be freed to a great extent to focus on
expansicn and replication.

C. Recommendations

1. To the extent possible, project beneficiaries
should pay commercial rates for credit, goods, and services
reccived, i.e., cost plus a margin for administration and capitaliza-
tion (in case of private intermediaries).

2. Subsidies for institution building, research
and development, system expansion, technical assistance, training,
and other costs o this nature are acceptable and often essential.
Such subsidies should bLe clearly identified, however, together with
explicit rationales.

3. In cases where overriding reasons exist for
direct or indirect subsidies to praoject beneficiaries, such subsidies
should be clearly identified and justified.



