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FOREWORD
 

This monograph is a collection of papers dealing with many of the recurring issues and probierrs encountered in the

design and implementation of ccpital and technical assistance
projects, both loan and grant. 
 II had its genesis in the prepara­
tions for the Project Design orhshaps hold in Abidjzn andN, irobi in the Fall of 1970. The papers were drafted by a wide range of people, revised during and after the Worhshoaps ad subse­
quently edited and reviewed by Bureau for Africa mnagement In 
Washington. 

The papers are neither Agency nor AFR policy, and arenot intended to be construed as such. Our hope is that they will
be used as guidance, 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 Nairobi Uorishops. 

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

Finally, %hilemany people contributed to this effort, aspecial note of thanks t,- James M. Kelly, Charles I-usick and JohnHeard, all formerly of AFR/DR, for initiating the preparation of 
the monograph.
 

"'JMn . Koehring 
Director, Offi(e of Cevelopment 

Resources
 
Bureau for Africa 

Washington, D.C. 
March 26, 1979 
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I. THE PROJECT OFFICER - R.E, AND FUNCTIONS 

A. General Guidance Stietcmmng: 

The projzcl officer is rccpcnrIblo to the USAID for thdevelopment of a projact. Ha or cha, uless infor ed omhoirt bythe mission, is azsumcd to be the mznes2r of Cho 'olo dzslgi process. 

The proj:ct officer chculd rcalin the er-s for a partic­ular project from ccwr.nzncan-cnt of the desivn effort thr uoi reviouof the PP in L'J hinrion. The projact officer should atlcnd theWashington project roviov end assist with final processing for project
authorization. 

B. Discussion: 

With the ossignn,ent of project officers or persons res­ponsible for project dasivn to most posts, 
 it is iMortcnt to clarifyexactly what is eupected 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. 
 Oiern they have had to plunge in and outof projects at the beginning and end of the desigi process or have beenexpected to put PPs together from a mass of unorgenized paper left
behind by technical teams that may not have had adequate guidance
nor time to properly complete their work. In other cases, four orsix weeks is allowed for whag should be a two or three month process
and no time is left for editing, negotiating, rewriting, and in general

completing the datailed workt 
 of preparing a PP fer review. In stitl
other instances there has been onfusion over who is actually in
charge of design and to whom technical teams are responsible. Inthese circumstances, pieces fall between the cracks. conflicts developand the final product is often judged unsatisfactory both by the fieldand AID/W. Project officers, if they are to successfu!!, -manage the
design process, need the time, logistical support, guidance, and

authority commensurate 
with the nature and magnit, de of the task. 

The assignment of project officers to field posts is a
partial answer to the problems described above. The REDS) design
workshops were another measure. In addition, it is hoped that th'following guidance and suggestions will prove helpful in terms ofestablishing roles, functions, norms ar'd procedures that will providefor maximum pzrformance and quality output on the parr of projectofficers and improve the overall efficiency of the desicn process. 

TThe Project Officer is similar to a Capital Development, Loan or
Design Officer, but a Project Officer's responsibilities include loans 
and grarft for technical and capital projects. 
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1. Rewonsibilltv,rrndAutori: MIaever possible a 
single project officer chould be rozpm-tle-fo' a particulor pr,,-ct

from conception throuCt the cniire PID/PP cycle. Cc-nalsncy of
 
management of the dasti. proccos 
 will le.acn the prc-mllity tmt ky

elements or constraints will be na:lccgcd anil covad th: los, ef alma
 
caused by rcpcotcd nccessity c czch pro::t c'lccr cz-j:inj 
 h
 
or herself with new project cottina3, be ct72 'eeaiIcz.hc'uw LJ 
If at all possible, the cmm proj:zvt o'PIccr c.hnidd ==Jc bz;_ PID vnd
PP reviews in Wahincon. Fin.lly, as the proj:ct ogccr ViIl bo 
responsible 'er the final proeuet, there shauld bo no dzu~i os to v:io 
is in charge of all acspzcts of the e2sisn proce.s. CV eon rerson, the 
project officer, is really in a position to do this c:%fcl1y, In the
 
event of dispi.te or an imp.sse in the process, there c tud ,lco
u be
 
oni une person in the USA ID to whon projcet oficcrs cyd tce3 will
 
turn for resolution. Prefercbly this will be th- dIzirg d proj-ct
 
manager or, laching this, the Mission Director. (It chnuld ge without
 
saying that, where possinle, the project menagnr should be intimately

involied throughout the design process. Where projzct mn3-r r and
 
project officer are one and the same 
- so much the better.) 

2. USA ID vs. Lashinrlon: During the course of a
 
project design it is the responsibility of the project officer to respond
 
to Washington guidance and policy as best 
as he or she ccn. VJ"hen
 
faced with conflicting guidance behteen the field post end AID/A,

the project officer is bound by the USAIDs decisions. This should 
not be a prc,olem with Mission staff; but, in the case of visiting or 
contract poject officers, it should be made clear that the project
officer is acting on behalf of the field post. It should be the
 
respon!Ibi.iy 
 of the project officer, however, to bring potential 
Washington/field conflicts emphatically to ihe attention of USA ID
 
management and to ma.e appropriate recommendations for resolution,

including cabled advice or requests fur further DJidance to Washington.
 

3. Questions of Time andCl;mitment: Adequate
project design cannot be carried out in fits and starts. Mhile a design 
team is in the field, 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 qoes along. The project officer 'rust ccnstantly shape and 
reshape design activity to assure that the component parts mesh with 
each other. Often the project officer is the only one with an overall 
perspective who can see the full implications of any particular recom­
mendation concerning the development of the project. He or ahe 
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 encowitered 
during the design effort. The project officer should constantly be 
working to refine the overall process and must make a host of judge­
ments concerning who does what, %%hen, and in what depth. The 
project officer must also have adeiuate time before and aflor teJhnical 

http:dispi.te
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Inputs are developed for adequate preparation, plan;n3. end finnl

drafting end editing - including Cverrumnt 
n 2latlon. In zmn,
the project c,fficer must hzvo tim to dothe jazi pr-:c.rly c:ic' L1
allowed to focus entirely uvn the cpncilic projncl c2ainj Cdz i1o 
period. 

t4. Do Ia Picnnitiq n1 G,7~ V'Iz 7~t
 
separate paper has b.:cn prcparcd on e--Si~l PkniJC,-JR It JS IJ7,ertcjnt

to stress here that this is a rnom-or function of t. Drojz: cicor, endhe or she should be provid:d with the time cnd rscurccs to cccemplish
it properly. Vihcn planning for a projzct dsiC7 i5 an-a cu~sicfe the
mission, the mission can easily lose conarol of the desi i proce.s.

This can cause carefully orchestrald sccnarios prc-porcd in th2 field
 
to fall apart. It is particularly importcnt 
that the projact officer with 
technical support from the USAID, REDSO, or vhrovor, eziernine
 
the design team and prepare their scopes of work. 2 
 The project
officer is the only one, at least theoretically, uho nov.s howi individual 
analytical pieces must be carried out in relation to each other. 

5. Participation in Projct Reviejs: It is desirable
 
thN-t p, '.iect officers participate in project review.s in Washinglon.

This faciitates the review prcacess and more 
than comrpensates for
 
time spent away from the field and travel costs. In the knalority of
 
cases, i0 the project officer is available, problem areas can be
 
adequately expla;ned or resolved on 
the spot. In other cases, the 
project offic-- :s ;-%a position to make appropriate adjustments to the
priJject docun, ntation twice as fast as anyone else. Milost 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 per.in to respond to questions that 
may arise during the final executii.e 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 -f the tecrtnical 
team. 



Ii. PLANNING FOR PROJECT DESIGN 

The process of dzolcining a project con bo najrly as Ccplox asImplementing ono. Tt:crfore, it Is of c I Imortanco to,pl.n forproject desivn os itin for projzct imicz.ntalion. PIonnij,for projectdesign can be divkdd into thrc phases - PID, Pro-PP, cn FP. 

A. PID 

The rcquirc.ants for cmrpleting the final pr31jce &-sign(the PP) should be Icpt in mind during the &-vocc;=cnt of Go PID.The projoct officer rust id2ntify whot typ technical assis cne anddata he will rc-uirc to convert tha concc:t co anincd in ,h PID into asatisfactory projzct dzzsin. Ha must idzntify w.hich of tdh 3atrequiredduring the design process is oirc-zdy ovaila'io end v~lich ilI havo tobe developed during the course of the design process. 

In the post, PP dzs.ig tems have becn ficlicdd vhich didnot incorporate the proper technical cills or contained cuarcnceu3
skills. 
 To avoid this the project officer raust clearly Idznilfy thetechnical personnel necded and their roles, or sccpes of riorh,development of the final project dsign. 
for the 

As noted in the occcez-nyingpaper on the PID, scopes of rjorU for the PP desig icecmcha od be
attached as part of the PID submiission.
 

Because field personnel are more intimately oaure of thescope and purposes of a proposed pr ject, they must be the ones to
define the design process. This definition must take place c uring the

development of the PID.
 

B. Pre-PP 

For the purposes of this paper the pre-PP phase Is
defined as beginning vhen the PID is approved by AID/VJ and ending
with the arrival of the major portion of the design team. 
 t is in thisphase that the project officer can increase the chances for a success­ful design effort or almost guarantee its failure. 
 The responsibilities
of the project officer in this phase can be divided into project specific

and general.
 

I. ProjectSpecific: Prior to the arrival of thedesign team, the project officer should gather all the available datarelevant to the project design. He hould underche the development,through purchase, special sf jd*es, etc., of the dta identificd in thePID as critical to the proj;tct design but unavailable. The Sual of thiseffort is to have the date required for the design of the project availa­ble prior to the final design phase. Achieverent of this goml, ecpeciallyfor a c-omplex project, can, in effect, constitute a subproject and mayextend over a period of months, if not years. (See the description of
mini design team below.) 
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2. General: Prior to the arrival of any nmntcr of adesign team, the project officer rrust orren~p the necesary logisticalsupport to assure the teamrnmernhar ccn i=%o c~tlr~wn uzo a? hisrlimited time incountry. herA par ol list of th- cv7ort rc ,Jlrcd by all 
team members follovwis: 

(a) Host Country ccimnaerporIB cnd ccnrctesidentified, avoi^cblO to asrist, cnl oviare of
the proict scc,, Sc3ls, r-n purgu.es; 

(b) Necessary iHest Country clcarcneos obtained; 
(c) Office spzxc, cuipiwnt cnd stoplie5; 

(d) Secretarial services; 

(e) Translators (if ncdd); 

(f) Transport (including air charter if needed); 

(g) Hotel reservations. 

C. P.P. 

During the final design effort (or development of theProject Paper) the project officer assumes his most active role - thatof 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 individjal 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 high order. Onetool that the project officer may consider in planning his design effortis to PEPT the design effort. The developmer, of a PERT for a designeffort will identify the inter relationships between design team merrbers
needed to complete 
the design e;:-,rt and the timing of the individualefforts required to schedule the development or gathering of data inorder to assure the data is available when needed. 

Timing: Related to the PERT is the concept of time needed tocomplete a design effort. The importance of allowing adequate time toundertake the design process must be emphasized. Beyond the timeconsuming mechanics of contracting for design team members, theactual field analysis takes from two months to over a year to complete.The Bureau has numerous cases of attempts at "hurry-up" design, 

http:purgu.es
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mor of which have rezultcd in rczid c-'cr rCia, oel eal ru
 
delayed project euthorizoIIn cnd i",lcc,-.- n2hin,:nmlo CI 

too short places undue srcG cn tho hez: ccmi:rv iaz2I2t1o?, dczi
 
not allow sufficicnt time to ccnniczr doczwtc-,!Alwic ez.J Uzt:zy

leads to incompletely dafiricd prajzcas Icc~ing In c-nl.eiglcal Tir=Mca-lan. 

Nfini Tcon: Mzny prolj-cts, poriculariv ccJ7CIe: c;- hmnwa-ive 
projects, nny be better .iuitcd :o a phscd scrc o "iaini iczmol" 
rather than ori unified tecrn. The corly t_'A~.-. wzovid L-;olcilly dine
 
primary constraints and sua.=t a 
protrrm to cddress these constraints. 
Following this phase of the csi , AID and the h.tis ccmtry omficiols
 
should review all the rccm %ntiias cud c fine the ccm=na;125 of
 
the project which we wiI move fvrard with. Fin3lly, based on the
 
AID/Host Country agrecnzents 'in the pra-ct d.zcription, a final
 
design team, possibly incorpcratinD some of the cr slaff as the

earlier "mini-tcan", field. ­will gn to th Thi tAm -ill prcpare the
 
detailed description, budgtIs and analysis of theanreod upon project.
 

This cpprolch requires very careful design planning to assure
 
that the proper investigations are undurtaken in the proper scquences
 
and to allow for sufficient consideration of the various deve!opment
 
optirins by AID and tht-Host Country institutions. It also requ~res
 
very careful delineation of various consultantsduties, particularly
 
in defining the scope of analysis required in the final phase.
 

Specific Recommendations: 

1. Increased emphasis should be placed on design planning in the
 
PID. This includes cai-efully defining the various skills needed, the
 
contractirg mode for obtaining these skills and timing of various
 
consultant 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/W. 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 projects;
 

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

5. A regular system for keeping AID/W informed of substantive 
changes must be instituted. 



The following check IIsis were dlvelend and !cstcd L-j GSARAC 
personnel to support project desion activities In Scuahwin Africa. 
They have proved their value during cctuml dasii cricrto. Sl:o 
these chock lists vwere davelep:d to Lie7,ccKi,-ctz) )C-% C7 CARP.C. 
project officers in other aores mny wish to uso asz, |ntVoao r 
can be revised as ncd:d to mzzel their ow.i Ulliio u moy 
wish to revise some details of the OSARAC lists, tho coai:me2 of a 
design check likt is valid cnd it is rcc i:zad ycu r7ho uza of It. 

THE DESIGN OF NEUJ OSARAC PROJECTS 

The following is a lisl Gf issues tr Jouid bz! l~lyi;ct thou 
considered by the OSARAC project marvar recpaniblo for the 
design of a ncwu I- e tproject. -&!c,=- neral OSARAC policies and 
do not dupl~cate project design requirements v-hich are found in Hand­

- k 3 (e.g. iog frame, etc.) and which also must be considercd in 
each new project design. These issues should usually be discussed 
wit'- icoming project officers and design tearns so that they are 
familiar with OSARAC predilections on these w,'tters. 

I. Are qualified Africans avai! %bleto participate in project design 
either as government counterparts to the design team or a:i private 
individuals on contract to AID? 

2. What waivers will be required for the projeLl? 

3. Is this project apprenriale f ,r hos, coun'ry contracting? 

A. Srould the Fixed Amount Reimbursement procedure (FAR) be 
u. e-- for construction funded by this project? 

5. Can we use desifln team personnel already familiar tnith the 
country and the sector? 

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

7. Are there linkages to other sec!oi s? 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 AID localizatio- objectives? 

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

10. What AID or other donor experience on similar activiti, can be 
brought to bear in designing this project, and avoiding the mistakes 
of earlier projects? 
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,IENTAT ION PACKIW MIR $7 --

I. Ccpl- SGOJ forchir 01i + 

2. DAP c7, Szrc'j cZV~ Ccr EkaCc.~r 

3. P-z:Cct lnckrdim:3 pcuicu AID project aecal­
mentatlin (ABS, CP, cc.) + 

4. Lis! of C cy cantcct in hzst ccunlry @,+ 

S. Ainistrativo earrrn-nr 2s: Into cn traucl, t-ansort 
arrnt,s oGiICc !-CO, CCCrC2QH~l CU;ZM~, CcCcc~7?~t1onz, 
baniingj scrviccs, etc. 4-o. 

6. List of OSARAC stoffvith dzioi loicen offIces clearly 

desinatcd + 

7. Relotioenhip to ne d .igm act;on(s) ++ 

8. HondhooU Did-once + 

9. Schedule for dosign team (Including entry Introduction to 
Director; entry Program end AID objectives, briefing by Asst.
 
Director and Schedule for "mid-design" Issues meeting with USAID) +.
 

10. Other Agency documents (IBRD, etc.)
 

+ Written 
++ Oral 
+++ Written or oral 
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PROJECT DESIGN CHECK LIST 

I. Project Title and No.: Chichers Pot Control, Lesoho2. FY OBL: 3. OSARAC Prolzct &nr: Collins4. Status of Desin: PID croved Dcccr.er 25, 1977
5. Design Actions Required:

(A) 	 Action No. 1: PP dasip
(B) 	 Action No. 2: Environ~rnt .ssess.ZnR 

6. Action No. 1 
(A) 	 SOW drafted by Collins, Jncry 1, 1978(8) Cleared by Technical Oficer: s ,,nas above
f 	 @I PD O J anua r y 6, 80-7of 110Program Oficer J1nuory 3, 198of to Director January 10. 19k(C) 	Submitted to AID/IVJ or REDSO on Jru nry 12by cable a0 

(D) 	
coordinated with host country end other donors (ccble/PID/mcmrn)

Source of Fund4s and Amounts PDS, AIDA 'J c690n O(E) 	 PIO/T termination date: April 30(F) 	 Administrat:vc Sgpport included in PIe/T: vehicle rental (5,t0OO)secretary b2,500), air charter ($2,000)(G) 	 Team/indi,iduzil nomination received: Fbruary15(H) 	 OSARAC response: Reic*.d chicen specialist
(I) 	 Accepted: March I
(J) 	 Host country counterparts: PS/Health, Director Communicable 

Disease

7. Team Composition
 

(A) 	 Design Officer: Orteqa
(B) 	 Chicken Specialist: Smith 

8. Projected Schedule 
(A) 	Arrikal/orientation: 
March15, Mbabane (3/15)

(B) 	 Mid-Stream review: April !I Maseru (4/15)
(C) 	Pre-Final draft review: 
 April 12. Maseru (4/!5)

(D) 	Final draft submitted: April 15 
 (4/21)
(E) 	 Departure: April 219. 	 (4/21)Document cleared by Technical Officer May 

. PDO: May I
 
Controller Officer: May 	I 
Economist:___ 

" Program Officer: Mayof It toDirector: May 15" 
 .. 
 ..
Others (E)(O)10. 	 _Contractor Evaluation Submitted: April 2511. 	 Con:ractor Evaluation of AID support submitted by team: April 2112. Date document submitted to AID/let:May20
13. 	 Expected AID/W review: June (6/25)
4. Field/design team participate in AID/114 review: an-Orei Smith15. 	Congressional Notification required: _ _ _16. 	 A IDA approval: July 10 7/25)( 

_ _ 
17. Pro/Ag and Implementation Document prepared:18. 	 July 20 (8/10)Date and Numbp.r of obligations: 

Amount: 

http:Dcccr.er
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Ill. THE P.I.D. 

A. General Policy 

The Bureau requires the submission of a PID as thefirst step In pr-'ject development. Responsibility for the substanceof the PID rests with USAIDs. Aiistance from REDSOs or AID/Wmay be available on request. If special studies or other analysisis needed to help missions develop PIDs, Missions may requestsuch assistance or use local PDS funds for such purposes. 

B. 
 Discussion of Rationale for Recommended Posi"on 

In the best of all worlds, PIs would flot, from com­prehensive sector ard multi-sector analyses, and they would, ascompoiled within specific sectors, either result in an AID/LDC programor flesh out a LDC multi-donor sector program. They would also befully responsive to :he LDCs' development plans and proposals and aswell be directed to AID's primary target group concerns. 

Most African missions andi the African LDCs which theyserve, do not have the degree of documentalion or statistical basein the sectors to permit this ideal procedure. Similarly, AID,
only one as
of many donors (often a minor or junior one), may not have
the freedom or flexibility 
 to deal ,,ith Vhe (hanging LC e onomic
 
development environment.
 

To best er.e the miss;ons ard .DC concerns, PIDsshould be straig t forveard and realisl,;c, in the appraisals of the
LDCs' needs, capabilities and b'ishes as projecIs are 
developed.Mission CDSSs should provi.e an overall framework which can
serve, in part, as the basic backqro-and information realtive to the
 
specifi( plrposes.
 

I,Is important for mission staff o re ogniz, .ltas41D has endeavored to streamline the project approval rr ,<ess byeliminating the ;'-P step, lht requirements ieied on the P ID hdCesca!ated. The PID no%% ser,.es not only to identify a proposedativit, , but mJst also pro.idce basi( information as le the " tIhal"to be done. If t.e LDC its,-!f )r 
is 

°' 
other donors ha ealso Settled onthe "h; , the it-( tinologit al iln.r-.ent ions are, to be done , or ifthemission has so ds-termied, the PI should note this arid provide aminimal d(-scription. %e,-stru(tured P IDs will expedite the AIDiVproje-t revieii, proc ess, will minimize the need for additionalexplanations and ,ill better* asure acceptance. Handbook 3 gu1id­-ince is generally adequate. IfPID formals seriously address the'luestions noted in Section 4(c ), the review will go smoothly.

Following are a fe ,.specific poirts wh;ch the AcR Bureau requests 
be covered in PIDs: 
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1. As noted above, be sure to include sufficient information asto "what" the activity is and "what" it is expcted to do - in otherwords, describe the project and its proposed technological inte vn­
lions. 

2. w1hen there is mission/LOC tmdrstnding,as 6o '%ot!t9 theactivity is to b- m~n~2d, what technical intervcntiana C:Zfrelevant and feasible .nd, if dz-cidd, wvjh; type of irr lcnmnting
agency is desired. bv sure t-, includc such iniormaticn. 

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

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

5. Indicate other donor activities t-4hich stpport or Enterfare
 
with the proposal.
 

6. Include - "bare bones" discussion of the LDC institutionalenvironment ,-(I irter/intrainst itut ional problems-I inaoes. 

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

8. Straight forward ident;ficaiion of the issues which you can
anticipate the 
 Bureau may have problems with, coupled with the
mission's recommended position, 
 helps th. A i D V de is:-,,' -aking
 
process.
 

Spec ific Recommendations 

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

the Handbook 3 guidelines.
 

2. Structure and wrile your Pips keeping in mind their purpose. Be sure to "keep itsimple". Badl, ,ritlen PIDs getbad revi,-vs. 

3. Be as specific as possible regardino missions' opinions orviews on implementation, both within mission, between mission andthe LDC and between LDC, mission and contractor. 
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IV. THE PP: FORM AND SU3STANCE 

A. General euie:nc StiLcnt: 

Vhiic Hzn-nh 3 Dildelin3s for PP preparation hould
be observed, somo fleidbility ifi nrcesesry In bah contemt end forlit.
Above all, the PP .haula be a slrot,h:forward, wall orgeclizcd,
honest exposition. tey items of inforntion should be hlIOiMtcd 
and set forth in such a way that they ore inmucdaslely brouEtt to the
reviewer's attention and that there can be no confusion as to exactly
what is proposed or claimed. 

B. Discussion: 

There ,ppears to be honest confusion about what the PP
should actually be. With the elimi :ation of the PRP, all substantive
 
analyses; technical, economic, 
 engineew-ing, financla', administrative,
social, implementation, etc., are now left for the PP stag. Yet a

Project Paper of 35 pages is dsired 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 annenes and material. To establish
the feasibility of the project and the rationale for the proposed inter,­
ventions, it was felt necessary to submit a 
Project Pcper of 142
 
pages supported by 300 pages additional material. A shorter Paper,

it was feared, would not provide the informa,!.on required to evaluate
 
the project proposal.
 

The above represents a common problem faced by the 
project officer daily as he tries to put a project paper together.
How much depth is required? In complex rural development projects
especially, the host of issues that must be anticipated is formidable.
Hov) does one (over all bases .ithuut eldinq up with an endless 
document! 

As expressed in the Guidance Statement, there is
really no set model, formal, 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. 

I. Lengh: For small or simple single-activity
projects it should be possible to meet Handbook 3 guidelines with 
no real pr iblem, i.e., 35 pages 0.. basic PP text and a total of n 
more fthn 100 pages including anrwxes. For larger, multi-activity 
or "integrated" projects, hawever, especially those with contro­
versial issues where considerable analytical Lontent is required, 

http:informa,!.on
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some real though,must go into layout and packaging cf PP material.In general, the body of the PP should surnmarize and refer to anexed
material. This can be done with both analytical and descriptive
elements. Where analytical documentotion is particularly voluminous, 
one volume for official review purposes tn be preparcd which would
include such standard required annexes a-, statutory ch-clists, theLog Frame, end waiver justifications. The second valuano could then
include all full technical enalyses (including cecnoaic, social sotund­
ness, lEE, engineering, etc.) and would be printcd in craoller
quantity for those with a technical interest in given olrecnis. Thesecond volume ,vill also be necessary for dtaild project planning
and administration by USAIDs, contitactors and Sovernn-nt personnel
in the post-authorization period. In those extreme cases where even
basic summary information exceeds acceptable length criteria, thePP should be completed as required for negotiation and implementation
and then a separate summary prepzred for review purposes with the

full paper available for technical back-up w-.'.re 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.
 

1. Editing: As with any complex job of drafting, suf­ficient time must be programmed for rigorous editing of material toinsure 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 separate pieces to be incorporated into
the PP. Also, changes are often required as a result 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 Oening 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
appar ,it. 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 overcome
with careful organization and a detailed table of contents. Beyond
this, however, the first few pages of the PP should be a summary of
the entire propo:,al. 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, 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 



appropriate annexes. Don't mnAe r vevrers search for Isazwawd 
answers. Put them up front end tell the reedzr whero to Co far 
detailed treatment. (A sample ecning szmr'rv Is 2r.c&ed ca l ra­
tive.) 

Not only do the ciae mezures .:o PP , 
mentation much easier to hzndo, end ierc usogul in tho rcuiltei 
process and iaplemcninticn, but thoy rvo t e USAID o pyTgag cal 
boost and crentte the irpression of cm-,poacrre end camd c-nizatlon 
as the case is presented in a _shingcn end in nzretioaiacn itch tho 
Host Government. 

4. Content: Every PP should include 1he following 
elements: 

a. Basic Text: 

1) Summary and Recommendat ions (See above) 
2) Overview and Relevancf. of Project (Very brief) 
3) Goal Structure of Project (Goal, paopose and 

end-of-project status) 
4) Project Description, as a Uhole and by Com­

ponent (Detailed outpgnts should be 
described end inputs explained end 
justified) 

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

- Technical analyses (agronomy, health, etc.) 

- Economic analysis 
- Social soundness analysis 
- Environmental analysis (lEE or EA as 

appropriate 
- Administrative analysis of implementing 

agencies and LISAID relative to project 
management 

- Engineering (where required to satisfy 
611 criteria) 

- Financial analysis and plan 

6) Implementation Arrangements - both host govern­
ment and AID - inciuding the mechanisms for 
disburs-ment, contracting, procurement, 
logistics etc. The implen,'entation and 
evaluation plans also fit logically in this area. 

7) Conditions, Covenants, and Negotiating Status. 
Conditions and covenants should be comrplete 
and well thught-out to properly deal with 
outstanding issues and establish sound mnwge­
ment practices. (Don't mae WJashinglton 
define these for you.) Conditions end coven­
ants should be referenceci and explained in 
the text unless standard or self-evident. 



b. Annexes: 

1) Mission Director's Certification (61 le) 
2) Detailed Cott Estimrto 
3) Logical Fri-eork 
4) Statutory Criacric Chz c~ice 
5) Waiver Juraicflicons - vshaao n e wry
6) PP repane to Qach2inpn Culdtco cables, 

or car'icr prolf:ct criaIcqu.
7) Technical, c-conmnic, sccial, environmental and 

other onlyses as rcquired.
8) Request for Assistance 
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PART I - SUMMARY AND RECOMMENDAT IONS 

A. Grantee end Executing A:ncies: 

The grantee will be tho Governs-mn2 of Sudmn (GOS) repremiented 
by the Ministry of Nationa! Plcnning. The primry oxecuting agre-ncy 
will be the Blue Nile Province Govoemmnt rcproecnicd by the offico of 
the Commissioner, Blue Nile Province. Oaher contributing oancles 
include: the Ministry of Agriculture cnd various dzpc-1ndcics, tho 
Ministry of Cocperation and Rural Development, the Ccntral Bank for 
Cooperatives, the Rural Water Corporation, the National Economic an 
Social Research Council and the Ministry of Public Works. 

B, Recommendat ions: 

I. A grant in the araount oi $. 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 developmerit project dc.ribed in Part I I 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 _'I'miting the length of 
a project to six years. should be waived to allow a project life of 
seven years. (The only seventh yar activity funded will be the 
conclusion of the third and last social and economic survey and the 
post project evaluation. For justifi,:ation 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 end livestock development which will be suit­
able for replication over larger areas of the "traditional" (small 
pror.icer) rainfed production sub-sector of Sudan. This will be 
accoplished 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 significance 
will be a small farm mechanization activity, designed to determine 
whether and h-vw the application of farm machinery can truly benefit 
the traditional holder. Activity ccmponents are also included for 
the improvement of agronomic and livestock production practices. 
With respect to the "AID Mandate", the project is,designed in such 
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a way that It will stimulate local (villlE) ard ro3cnnl Irfcr/
province) or~pnizaticnal crp-eility to bcineI frM nhend [n [ii
 
devel~nentm Process In a -elf-suztc3InIn3 

Co-operativers are utIlizcd or,Chie prlmory 

ctz, 
:Vi zzuC~

butlon of services cnd the Cc32o a ~zo n=njCdc t~:urfor micro- and reonl cnii roc:t xzI neci of 
external assistance. Prc,;azcd prol:cl bcnoicla3ric:_ lnriM.I mn-gl2,500 small form and 3,300 Nmnzd fcillies. (Sea Port I I ftr comlete 
project dascrip ion.) 

D. Summory Findinct: 

The Projcct Cc.iltteo hais reviewed the daftalled technical,
economic, social, finoncial, administrative, cnZirnering end cnvlrn­
mental analyzes carried cut for the proposcd project. (Ports I I I anl
IV and correspLnding Aneo-nes.) In cech case, the projct vins f9cnd
feasible and beneficial. Further, the data, Informtion, nd Insli&t
to be generated by project ouccullon is et~pcctcd to result In a policy
level inpct of far greater Importince to Sude-n's trzditionl 
sector 
than either the project a'ea or nuwro.rs of partic~pnnis wvuld imply.The project is also found oppropriate vJithin the frc.ework(of official
USA ID country program and sector stroegies. Project approval,

therefore, 
 and early execution ore recon-andcd. 

E. Leqa1 Criteria: 

The project meets all applicible statutory criteria (see Annex
D). Planning and costing requirements of Section 611(a) of the 1961
FAA are considered satisfied (see Part I ll, 
 D and Annex E). Section6 11(e) is also considered staisfied (see Mission Director's Certifica­tion, Annex A). 
 With respect to the Host Country contribution require­
ment, conbined GOS and participating farmer inputg to the project
are conservatively calculated at 25To of total cost (see Part I II-F,Financial Analysis and Plan). The GOS request for assistance 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 Issues: 

1. Lack of an Adequate Available "Technoloqical Package" 

The maximum improvement in productivity that can be
predicted with assurance for the small farmer under this projectconsists of 25% and 10% increases in yield of sorg w n se same
respectively, the two principal traditional crops in the proj=t area.
Agronomic research applicable to the traditional sector (as opposed to
the modern sector) in the Sudan is in its infancy. The problem Isrecognized by t, . GOS and new research initiatives are planned
for early implementation b the Agricultural Research Corporation. 

http:nuwro.rs
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The IBRD/AID Western Agricultural Research project will alsocontribute as wllC Bmr%'s Third P4-chznlzcd Farlnqo Proljt now Inreview in Washin~.on (see ful I di usicCL ol the ieso. In Part I II-Al: 

and in Annex K).
 

2. The Return to M inCCt|In 

This iscue is closely related to poro 'lp~ 1 cve. Giventhe lack of a brcahthrou~h on yielda, the return to rnzchnnizafionbecomes marginal under rainqcd conditions. Altftzun,nnt en3lyticallysupported, it is believcd that a si~iificcal portion c7 mraz:h=nizcd form­ing schemes in the Sudon ore subzidizcd both dircclC, znd Inircctly.The short term onswer relotive to the cmzll prouscr v:cutd c;Pca-r iobe expansion of area cultivated, olthsui Icbor co'istroint hzre mustalso be overconme. The pruject will exporir-tnt with various fcally
plot sizes and models in scorch of chart Cem solution. Also, 
 increasedsmall farm liquidity under the credit program may overcome the laborconstraint in part. In the long term, as with thr. tcchnologi¢al package,the answer must come from research (see discussion of the Issue in
Part I II-A and Annexes J and K).
 

3. Cost ofProject and Recurrinq Cost 

Obviously the cost of the project is high, relative to the
target group. 
 Likewise recurring cost levels rcpresent a substantialsubsidy element. The problem diminishes in degree, however,relation to the experimental thrust of the effort. 
in 

The project hassignificant institutio,t and system building elements and potential (see
full discussion in both Financial and Economic Analyses, 
Part I ll). 
4. Social Issue: Mechanization forsome but not for others 

As will be seen in the project description only some 1,000farmers out of 2,500 to participate in the project will actually receivemechanization services. There is a concern that the non-mcchanized
package may not be well received and that valid comparative analysis,
therefore, may be in jeopardy. The problem should be overcome in
part by the cred;t program which should convince many farmers, 
 insevere need of cash for both labor and consumption, to participateproductively. Beyond this, cooperative and agricultural extensionefforts will have to be very carefully tailored to stimulate sufficient
particiption and cooperation. 

5. Tte Merchant 

The cooperative/crdit strategy is aimed directly atundoing the highly profitable debt peonaq e system benefitting localmerchants. Whether or not the merchant can be benefitted sufficientlythrough other means to accept this without undercutting the cooperative 

http:Washin~.on
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and credit system in ways at his dospusol, remains to be seen. Aso,farmers are reluctant to alienate he local mertchant as In times oftrouble he may be the farmer's lost resort. The mrchmnt is also afarmer, however, and stand5 to bcnafit frcm proj:ct services, althoulohnot as much as the traditional producer. The nerchant's suporlor
education and financial experience may also bonefit the villac 
 co-opsif he assumes a positive leadarship role. learvheless, carefulcontrols will have to be establishcd to avoid having the ntorchcngabsorb more than his share of the projzct benefits at the expense of I!*es.maller farmers (se! discussion in Cooperative and Social &wuvrss
Analyses and Annexes I and 0). 

6. Cooperatives and the Co-.r, Union 

It has been ar-e.-.d, in earlier critiques of this project
that the concept of cooperatives and an integrative cooperative

structure (the Union) is too sophisticated for the limited experienceanm existing managerial capability of the area. There was mull-, tosupport this argument, especially as the project was originallystructured. The design of the system has changed significantly, how­ever. As the co-op system is now structured, the Union will eventu­ally be a single, medium-sized multi-purpose cooperative. 
 In effectthe village co-ops mill be branches and will have very limited (atleast initially) roles -nd functions. The two primary services of thesystem, credit and mechanization, will be centralized at the Unionlevel. Over time, as the village co-ops grow in capital and experience,they can expand more on their own account, but this will be a gradual,!ong term process. The Union, on the other hand, will have profes­sional management from the start and will gradually assume financialresponsibility for it and services as volume and capital grow duringthe project (see Annex I for full discussion of viability of the coopera­

tive scheme).
 

G. Project Evaluation 

In May 1977, AID contrL:ted with the American Technical
Assistancc Corporation to prepare a report 
on "AID Involvement inTraditional Agriculture in the Sudan". As part of the report, aPID 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 Consultantsto field a design team and to prepare a Project Paper. The team spentfive weeks in Sudan in November and December 1977. The teamexpanded the scope of the project as well as the U.S. contribution to$20 million. In March 1977 AID/VI reviewed the draft PP and recom­mended a revision of the focus and scale of the proposed project (seeAnnex G). As a result, a team was sent from AID to the Sudan inApril 1978 to assisa USAID/Sudan in redesiging the project resulting
in this project DaDer. 



V. DESIGN INNOVATIONS 

A. General Guid-nce Statement: 

Certain dasign innovoations, discussed below, are 
encouraged in those cases vhre rear.3rl feoasiblity enalyses and plan­
ning are not possible dua to constraints imposed by lack of dmia, time,

infrastrucutre, in.titutionai, firt:zcial, or tcchntloEcal r scurces.

The suggasted epproaches 
are ecpciol y useful for czoplca rc.3onal,
 
sector, or "integrated" projects incorporating a nuvzli, o rzutunIly

reinforcing inZervcnlor,;. Most of the innovations, in one vaay or
 
another, permit an evolutionary design process to occur based crn
 
experience gained in actual in-0c oiton.
-. 

B. Discussion and Recormended Innovatiens: 

If Hnndcoo4 3 and other official guidznce are to be seriously
followed, Africa project design teams are often faced with seemingly
impossible tasks. Lack of data alone frequently preciudaes adequate

feasibility analysis without time consuming and costly basic survey

work. 
 In other cases, designers are faced with institutional voids
 
and must plan in a vacuum. In such instances, to press on with the

complete design of a project, which can have no supportable technical
 
foundation, is a costly mistake for AMD and for the Host Government.
 
When designs of this nature are reviewed in UJashingicn, they are

consistently turned back for further work, sometimes on a piece-meal
basis, sometimes for radical surg.ry 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 most such "impossible" situations, however, there 
are innovative ways of dealing with existing constraints. In the
Afrcan 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 revioe'as, and in implemen­
tation, could be circumvented by the application of sone variation of 
one of the models suggested beloo. There are, undoubtedly, many
others. New ideas and proposals are welcome and solicited. 

I. Phased Development: In cases whore a project is
cl(arly at a iong-term nature, in terms of institutional, system, or 
sector objectives, then :he project should be so designed. (Casamance 

IThe catch word "innovation" is used here advisedly for lack of a
better term. Actually most of the approaches discussed have been 
around for a number of years. 
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Regional Development in Senegai Is a case in point.) Phase I cM 
lay institutional, research, and infrastructure groundwork over a
three to five year period, for exii.Vle, wilh a sieniflccnily cxanded
field operational phase to follow. The entire sccnorio cmn be Initially
planned for a decade or more, even Ohen tha initial phD.e is for a
much shorter period. River basin davolcpnnt is en area to 1'Jhich the 
approach is ideally suited. The key to a successh.I desig un-iJzr this
approach is the careful definition end plcnning of sufficicntly discrete
phases, especially the first phase. It should hove concrete objectives
and realistic, medsurezble output tarct;. Also, the analytic ground­
work for the design of the following phase so that resources from
Phase I !will come on s.recii; hefore the initial project expires and 
momentum is lost. 

2. The Evolutionar- Aproach: The phrase was

coined 
 ;n the Bureau in early 1977 and epplied to such projects as

414!; First Region a.d Haute Vallee at the PRP level. It is a varia­
tion of the "phased' approach. This isthe case where projecLt
 
objeciv,, ,; ,; constraints are of such a high degree of coaplexity
and severity that the analytical basis for authorization cannot be

established with a reasonable timeframe. In such cases, an adterna­
live is to au'horize a small project with modest initial interventions,

while technical specialists carry out the work necessary for the
 
development of the 1; -ger or main project to begin in two or three
 
years. A good example of the arproach is the Liberia cooperative
project approved in 1977. In this case, an initial three-year training
project was authorized along with technical assistance preparatory to
 
a major multi-activity cooperative development effort.
 

3. The Process Approach: The process approach
in%,olves the notion of a dynamic design, inplementation, redesign

process with built-in data gathering and management, feecdbck, plan­
ning and rcplanning characteristics. The model can be effectively

utilized in such cases where 
 actual field experimentation should take
 
place along with data gathering and agalysis in order to adequately

shape and reshape interventions. Examples are the F-jdan Blue Nile

Project and Arusha Planning and Village Development in Tanzania.
 
Probably thc most important element in the approach, requiring a very

thoughtful design ,'ffort, 
 is the ongoing mechanism for capturing field
experience, data and feedback from participants in t practical form 
for planr-.:ng and replanning purposes. 

4. Core Capacity-type Proects: A project type em­
ployed in a number of countr'es of Latin America in the past decade
has been a special loan or grant for the creation of an inter-institu­
t;onal analy.ical and 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,
technical 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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development. Another project in Costa Rica developed an agrirultural 
marketing analysis and planning capability under a special inter­
agency committee that considered marketing proposals of both regional 
and national scope. This type of project is also suitable for lorg term 
river basis and regional de,,_-Iopment efforts involving the establish­
ment of special -authorities" or project management units. 

Normally, the core capacity type of project is the
 
precursor to a sector level program. If this is going back to the
 
"sector- approach", perhaps it is not an 
innovation. On !he other 
hand, it probably is for a number of countries in Africa. 

5. Rural Works and Other Multiple "Sub-project"
 
Approaches: Mali Pural Works is a good example of this type. The
 
approach generally establishes a fund, a mechanism, and, sometimes, 
an organiat ion, for the evaluation, approva[, and monitoring of 
sub-pri.',cts - often of a village improvement, low-level rural 
enterpri-le, or infrastructurc nature. Another variation, known as 
" o-financing" in Indonesia and Bangladesh, involves the establish­
ment of funds for ( ertain PVO entities and project types. Usually, 
cormprehen sve cri:eria are set up for project selection and approval 
utilizing financial, economic, social and texhnical indicators as 
%%ellas other AID policy c onsiderations. Other, broader variations 
include (ooperalive and municipal develcpment fund projects which 
are often of an intermediate credit institut*an building character. 

The multiple sub-project (..sket") approach is 
most usefui 1r, tho ,e cases w here the gro-atest need is for small 
intery,nt ons at the ,.illaqf- or cooperative 1(,.,.i and where detailed 
feasibility analyses in advance of project autnrorization w-,ould not be 
cost effective. Tne model i al-lo appropriate for developing rural 
"outredch" analyti(, and mana.qement capacitics on the part of both 
public and private national and regional deli\ery systems, the 
operation in Mali, for example, or the ORD of Upper Volta. Finally, 
such projects can be utilized to develop basic village planning and 
self-help ._apabilities. Varieties o4 initative that can be generated 
at the loca! le\.el are almost endless ara can be directed at solking 
any number of , onstraints in both e-onomic (income, employment,
production. marks-ling, transportation. et .t, and tocial (health, 
educ at lo,) anitat ion. nutrit ion) areas.. 

"'Spe(i,l (ar', ,ith ret,,-, t to satisfactio- of Section t !,0 ,f-'ipt be 
taken wi"i this model. If the purpose of the project is to establish 
an inslituli( -r system, the- planning and feasibility requirements 
can be met in terms of the impletienting entity or group. If, however, 
the intent is simply to (arr oot certain lot, le.vel a,-,vities, then an 
exhaustive iisi of sub-projects must be developed with bl 11.0 cr t,,ria 
satisfied in advance in Terms of particular types of activi!ies, e.g.,
rural roads. Otherwise, 61la will have to be met individually, on 
a case by case basis. represerting an inordinate burden on most 
Mission staffs. 
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6. Title XI I end the Collaborative Style: A separate
paper on Title X II has been prepared. It is important to note here,
however, as a potential innovation in areas where a long-term con.s;7­
tent technical support capability is reqjired. This could be coabined 
with several of the above approaches. 

7. PVO Innovations; Separate. u'pdtcd iddznce 
will be forthcoming from the Bureau on PVO projact policy cnd proce­
dures. A number of possible project type5 are worth considering,
however, when faced with the absence of effective governmental
channels for needed assistance. These include cooperatives of a
variety of types, savings and credit organizations, development
foundations, church and ethnic groups dedicated to developmental
goals, small enterprise associations, e2c. Sometimes a valuable
link can be made with a supporting U.S. based PVO. In other cases, 
an important gap in a government delivery system can be filled by a 
PVC. 

C. Conclusion: 

The above obviously does not represent 4n exhaustive 
list of possible "innovations" or models that can be pursued when 
faced with the absence of organizationel and other "props" necessary
for the "standard" AID project. (Minist, y delivery sys!ems, roads,
research. etc.) If done seriously, brain storming with host country
personrel can yield all sorts of potential innovations for dealing with 
"impossible" situations. 

Again, suqggstions are solicited. Fieally, it makes 
sense to tap AID experience elsewhere whenever an idea has been 
developed sufficiently to be taken seriously as a potential project.
The Development Information Service (0 IS) should be queried in 
these cases. 
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VI. PROJECT TECHNICAL FEASIBILITY 

A. General Policy 

Harxatoo, 3 requires a technical feasibility section as a 
requirements for Project Papers. 

B. Discussion of Ration.ale for Rec,"rnmend4d Position 

The need for a technical feasibility cnalysis is self­
evident when project supported technological interventions af'e 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 develop technical feasibility analysis, insofar as 
possible, from the viewpoint of the LDC project target grup. The 
challenge must oe to assure that thc technologies proposeJ are rele­
vant to those expected to adopt them. 

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

One of the most useful steps to assure useful and targeted
inputs from technical staff during design i ; to have a clear cut scope
of service for each technician and a clear 'Jnderstanding of team 
discipline and responsibilities. 'here missions are staffed to provide
techt-ical leadership to design staff, tthey should participate in the 
design itself. Scopes of work should be drafted 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 !evel. Technical design staff and economic 
feasibility specialists often must be convinced of the need for close 
coordinafion during the. design proces. 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 ;n this critical interface and be fully "on board" when the 
project's technology is specified. 
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Technical feasibility analysis nust also reflect the
"art of the possible". Ted nical proposals which envision major
short-term responses are usually Inconsistent with development
experiences. it is clearly advisable to be as conservative as possible
in quantifying expected results and, nhen cproprite, be cognizant
of the high risks vhich may be involved. Technolovlcal prc aols
requiring hi levels of input end technical services nazt bt r-iegied
toth on the basis of recurrent costs as well as on prccticality. For 
example, is the existing infrastructure (e.g., trcnsporl, storagn
markets, etc.) adequate to permit the tcchnology to be uscd? Prox-­
tion oriented projects which propose outputs of cocmodities, wt'thout
 
structure or provision for markets, or at prices not cpt to create
 
incentives for production, ha%e some truiy "heroEc" assumptions. 

Another segment of the cesign process vh3 re technical 
design staff should have an input is in the enviromnental impact area. 
Environmentalists or design teams need to work with technical 
specialists to assure a more realistic appraisal of the p'eoblems.
Similarly, engineering analysis may have substantial effect on the
technical analysis. Propos.:d changes in design of facilities will 
need a clear understanding by both Host Governrmint and project
design technicians. 

Specific Recommendations 

1. 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 scientists, 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 technicians and administrators. 
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VI I. TECHNICAL CAPABILITY OF INeSTITUTIONS 

A. General Policy or Guiennrc 

Project papers nust provide evi&:ncc thtt institulonal 
capability analyses have includedi an cppraisal of ah- technical capa­
bility of the Host Governent Institution(s) and their c-pncity to

provide tht requJisite technical services a-nd the rPmnae,-m t of ,uch

services to the activity proposed. 

B. Discussion of Rationale for Recommn= d0 Position 

Irrespective of the mission selection of the a",ncy or the 
style of the USAID implementation process, the Host Goverrunent 
institutions or offices involved need to be appraised by AID profes­
sionals to ascertain their technical competence to handle the tasks
proposed. In some cases, this appraisal may help the missinn selecl 
the type of U.S. funded contract (or institution) best a-ble to relate to,
and overcome, identified techncial shortcomings of the Host Govern­
ment agencies. 

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

I. 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 ather? Is their view of their responsi­
bilities apt to assist or impede project implementation? 

A. Are the technical vievs of the Host Government staff and their 
perceptions of the technology to be employed relevant to AID's target
group ;n the project and are they technologically sound? 

Another area needing clarification and analysis by
profess.anal design staff, both technical and generalist, is to look 
carefully at the entire insti:,jtional base supporting the Host Govern­
ment's technical inputs to observc inter-linkages with other internal 
agencies or with other external agencies (particularly other donors). 
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Often projects will be implemented within ministries or
 
government units where other donors have either major or minor
 
roles. 
 The nature of the institution and its probable responsiveness
 
to the possible diiference, of technical opinion and advice offered by

donors can be a serious problem. In extreme cases, other donors
 
technical staff may be able to counter-mand or delay implementation of
 
activities of U.S. 
provided services to the Host Goverrmcnt insti­
tution.
 

It should aiso be apparent that inter-lincag~s between
technology, project managi'ment and project administration need to
be such athal the technical .- and advice, required for implemen­,ills 

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 betteen USA ID management and the
 
AID funded contractor often occur and must be resolved quickly.
 

Specific Recommenda t inns 

I. 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 
are not sensitive to the institutions internal/euternal interfaces 
between r.anagement, finance and personnel. 

3. With missior technical officers and other mission staff,
examine other donor technical ;nputs to the institutions concerned to 
assure that any AID technical .upport will be effective and structured 
3t an appropriate level to reasonably assure maximum effectiveness. 



Vili. TECHNICAL ASSISTANCE AND TRAINING 

A. General Polic, 

U.S. provided technical assistance for projects should be
kept at a minimum, but must be sufficient to assure effective Host 
Covernment implementation. Evaluation of this necd and crbillty to meet 
it should be done by professional technical officers. Training included
in projects should be balanced betweer sub-professional and profes­
sional needs. Projects should endeavor to utilize or support Host
Government institutions when possible. Training at U.S. institutions 
should be limited to those cases where specific technical slills are 
not available or where spaces ore not available at African institutions.
To the greatest extent possible, training should be done at African 
institutions. 

B. Technical 

I. Technical Assistance: I here is a tendency to

"Ipatch up" basically bad project desigis 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 be 
a clear warning that the project may be over-ambitious in terms of
what the Host Government can realistically achieve. LDC governments
also are growing increasingly restive with regard to what ttk.~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. proposed? Can
the host Government redirect some of its skills to provide the capability 
required?
 

Another possibility 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 reqrjisite in-country and/or degree
training may bt-acceptable. This scheme, linked with recurring TDYs
(preferably by the same consultant), rray provide a mechanism to get
started without a heavy loan of full-tinme contract T.A. 

Project designs also should clearly specify the
degree 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 I .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 gener3lly can ptc up local kng/dalacts,
much more readily and are more n~lling to become Integratcd Inthe 
comnimities in rihich they serve. A word of caution. horlgr, MOMen 
a project must have a fully exporicrccd and well q= AgIcA pca'k nal,
be sure to so specify. Do not pawn off urofesson3l, FOAMI €n LOC 
institutions. They often hove a few hiOlly quolified local OCCilcal 
staff abroad who can quickly Id:ntify Icck of cikllls or Jzaz2. 
Very difficult implemehntation prcblcs can ret;ult If Che LC tcchlclcns 
feel they are being supprte.d by sc.,',d rate U.S. T.A. 

a. Traininq: Following is a list of a few of th2 points
 
that can be made ina discussion of training. Those will be reviewed
 
from the standpoint of what isto be eupected from the training on­
perience.
 

1) Training Desi.od to Influzrce or IrEct on
 
Policy: When project outputs are eupected inareas of laQrovcd inter 
and intra-institutional operations and/or coordinotion, it may be useou; 
to simultaneously involve senior LDC staff from institutions wh,3re the 
desired changes are expected in visits to other LJVCs nhore such 
changes have been effective. The training nm.st be carefully structurec 
and orchestrated by the mission and/or its project manoger else it can 
degenerate into a "grand tour". The concept is a viable 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! fur the TargEt Grogi: Most T.A. 
oriented projects give at least lip se.r,, :e 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. Unles.c the trained 
individual perceives some economic. social, or status benefits accru­
ing from training, the process 's doomed. Be suspicious of both U.S. 
and Host Government protestations that "everybody is anxious to be 
trained". Ask why. 

Target group training by U.S.-provided staff
 
is not realistic. If needed, our projects rray 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 ennphasize LOC 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 somefow more
desirable. First of all, if the training is to be put on by U.S. Insti­
tutions, we have little guarantee of relevancy. This may be alleviated
if the design allows anple preparation time, often at least one trip to
the LDC by the training institution if the trainers or e to be anuinely
responsive and sensitive to the LDC institutions' necds and problems.
An even more effective mechanism may be to eurnine the LDC's on
institutions and see what short-term help, if any, is neecdd to p.rrrit
them to do such training. It is usually useful to looN outside the
specific technical ministries the project is attached to Caninistra­
tive, management training can often be foinr', tailored if needc-d,
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, theproject design must be very sensitive to the need of the trainee to 
receive some formal credential acceptable within the personnel system
of the LDC which permits access to a prorrotlion. Without such incen­
tives, few LDC staff will be motivated. 

4) Training Out of Country: At diplomat,
degree and graduate train;ng leveis, it is often necessary to use "out

of country facilities". Many African countries do not have specific

technical training in some disciplines. When these skills are needed,

African institutions, when available, or U.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 c-Jntracts as opposed to AID 
direct manaqement;.. .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 rettu..ned trainees on project
oriented jobs;.., include in evaluation requirements specific ment;,rW
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. 
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2. Training 

a. Make the relevancy of training a top consideration. 

b. Consider the need for trainee 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. General Guidance Statement 

In terms of relative importance, implementation analysisand planning is of the same priority as any other major analyticalcomponnt in the projec. design process. PP implementation planswill receive priority attention duhring project review in Washington.Revisions will be required where deemed necessary. More specific
guidance is detailed below. 

B. Di',cussion 

Implementation planning is an area which has been
consistently negilected and poorly treated in project design1 efforts.
As in the case of institutional capacity, the implementation plan isoften tackled at Iohe end of the design job %hen the re-t of the PP isaready 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 officerthrows something together by guesswork alone, after other technicianshave deported. Executi,.g agencies sometimes aren't even consulted.As a result of such firedrill techniques, implementation plansfrequently 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 beobvious. No matter how sound or thorouqh the other analytical elementsof project design, feasibility of implementation is of overriding impor­tance. Key decisions by AID, host governments, contractors,other entities must be based on a 
and

realistic plan if significant practical
and technical problems in implemeftation 
 to be avoided (delays,bottlenecks, 
are 

false starts, improper sequencing of events or actionitems, etc.) Also, an overly optimistic or "Pollyanna" type plan cancause serious problems associated with the creation of totally false
expectations. 
 Later rational replanning may not be possible due toaccumulated monsentum and pressure for action on
ment the part of govern­agencies and proposed beneficiaries. Finally, an unrealisticimplementation plan dooms the project to later evaluation problems.A recent, and too common, example of inadequate planning withserious consequences in 
terms of lost time and frustration is where
contract technicians arrived months in advonce of completion ofnecessary housing and other required iistallations and prepanrations. 

With the above in mind, the following recommendationshave been endorsed by t'ie Bureau for application in the field project
design process. 
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1. Although the Planned Performance TrackIng (PPT) 
Network is no longer required for PP presentation, an Impleientatlon 
plan is required. This plan should be based on samo form of PERT 
or CPM-type exercise in order to assure thot events and actions are 
properly sequenced cnd have the correct relationship to czch other. 

2. The implementation plan chould be dzvelopcd by the 
full design te,m and, at a minirnim, ch:.cttcd by e;ccutinj ac:.itcies. 
Preferably, Host Governmcnt personnel aould octlvIly porticlpate in 
the process. Each technician should ba satisfied that ovents end 
actions in his or her area are properly estcblished in tirn:-, in order, 
and in relation to other activities. 

3. Implementation plans presented rcpihically should 
b. accompanied by concise narrative descriptions vhich e.ploin im­
portant relationships and candidly point out potential problem areas. 

4. Above all, implementation ph'ns should be honest. 
Impossible schedules developed for review purposes can do serious 
damage to project morale and rromentum and cause other costly 
problems. If it will take three years to actually comnanence field 
operations in a crop production project, for example, dui to neces­
sary construction, training, organizing, etc., this should be 
candidly set forth. False hopes should not be generated. 
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X. EVALUATION AND EVALUATION PLANNING 

A. General Guid-nco Statement 

Project evaluation and evalu.tion plenning are field 
responsibilities. Carefully thou!d%t-cut evaluation plcns are required 
for all projects. The PP evaluation plan will be checked in the 
Washington review as a priority item. Projects vill be turned back 
for further work if found inadequate in ihis area. Evaluotion will 
receive increasing attention by the Bureau as the USAIDs bacotme 
more heavily involved in implementation. Also, follow-on, phase 2, 
or other projects which evolve from an earlier effort, (see 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 priori!y given to development of new project; during
the last few years. This is both a natural supposition and incorrect. 
Evaluation isa critical element in the project design/implementation,
redesign process. Especially in the Africa context, where most 
projects are part of a long-term or phased development process. 
Evaluation is the vital link between phases. It is essential, therefore,
that evaluation and evaluation planning remain with the field as an 
integral part of both project design and implementation. 

M':ithin standard AID project developnent methodology, 
the evaluation plan should devolve naturally from the goal, structure 
and outputs of the project. Yet often - as with implementation plans ­
the evaluation plans are left until the tail end of the design effort and 
thrown together hurriedly at the last minut,-. This is a mistake. Not 
only is the resulting product sloppy, and not a sound basis for either 
programming or evaluation, but design teams are missing out on one 
of the most valuable tools in the de.sign process itself. 

Probably most critical early in the design exercise is a 
carefully articulated defin,;tion of the project purpose together with a 
detailed layout of conditic.-is expected at the end of the project (EOPS)
and corresponding indicators. Once this is agreed upon in the Mission 
and with the Host Government, 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 level and 
indicators associated with "conditions expected". Component 
activities a-d outputs can and should also be evaluated, but the purpose
level efpr4hais 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 acceptable to imiplerrenting agencies and others affected by the
 
project if they actually participate in the evaluation or - at a minimum ­
review and endorse findings in a negotiation process .%ith the 
evaluators. 

Evaluation plans shot,ld spell out z.ounterpart involvement. 
Preferably evaluation should be aft ongoing process rith a built-in 
mechanism for continuing feedbac[;, monitoring, review, and corrective 
action on the part of both AID arul H-ost Government personncl (in­
cluding contractors). One shot evaluations occurring at arbitrary 
points in :ime are often ill-received and ignored once completed. 

Voith respect to data collection ana the measuring of 
proqress tobard iricators, in mar 1 settings the baseline data 
nccessar for such a process simply does not exist. Vihere this is the 
csse., proxies can sometimes be developed in terms of secondary
inaicators. nome i-nproements or fixed assets as a proxy for incon-e 
and i~ell beinq, for example. Often, ho ,ever, -)et baseline data should 
be ath-red. IThis does not necessarily have to happen durinqdesig, 
but can o)e iocluded as a part of the project to be accomplished during
the earl stages of project irnplemrentation. In such cases, especially 
Mhere the project represents trials of one or more innovations for 
hopefullk later 'v-pli ation over t ider areas, baseline and follo.-up 
surve, s ire naybe necessar-y and encr,'Jra(eu. 

ira,}II, ,h.ile evalutAio is i field responsibilit#y, it 
(cueSri't tdgppen ,Pt{)omot.,i call . f rojec. -raaqers and 1.1ission prollram 
persoxnel ire ur'd,.r heavy pre.ssure fro:, continuinq commitments. The 
',ar'e )oe.s f(:r k*- hot ;o. ern,-ier,t i)ersonnel . I valuation represents a 
L.o,st arnd s t,inial -P',i.n' ct o f r'sourc e, just like any other major 
project comEi Fnent. _ l,- io - vffort!. need to be ad - .te.', planred 
and fun('e .v'd th pros. i.rs ins for eont ract dirA ccwiterpa rt irf uts , her(c
rt'quired. T '.,(s , .Id ,t ruL t;red, ria *tr Irto the prjec t to(:ether 
.ith l app cr)r~itf- tL I(-.l qemetr tct'nical <ts- istaince, andr'-,t ni arnra -t,, 
fUnd 1'1 . 7', prc (Of %GtW"X1 d.t a cll e t )r* anr , s .. ind eC daluation 
is sr all compared t: !,,s. projet t% .% trt, A I'D has no' adequate means 
of deteirmini u t w" ffectiveriess a' 1 of iaitcr.ent ions.'-pact 

C. .eco -n-endations 

(1) Project purpose and 'conditions expected" statements 
developed earl; in the desi- process toqether w th carefully thouchtout, 
measurable indicators as a basis both tor project design ard the 
evaluatinn plan. 
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(2) The evaluation plan stould reflect a collaborative
 
effort between AID and the host government,
 

(3) Where possible, evaluation should be part of an 
ongoing irocess of feedback, monitoring, review, and follow-up 
corrective action. 

(4) Easelinie and before and after surveys are encourageu
where an adequate data base is locking for effective measurement and 
documentation of project itpact. 

(5) Evaluations should be fundd and set forth in the PP
like any other major project activity in terms of cost, othcr commitments 
of resources, and technical feasibility. 

(6) Evaluation and information system memhodlogy has
become sophisticated to the point where it is a distinct technical 
discipline in its oin right. Vhere needed, expert assistace should 
be requestod for project design teams. 

(Note: For obvious reasons it is sometimes not advisale to Osh 
implementinq contract personnel to c-rry ou a ajar evatwvtion of 
their own work, although contractors can cnd )hc.l. z=.)sound 
information systems and feedback mechanisrr to rnw>i-rO " t,_ir or~n 
progress and make adjustrrents accordingly. In sr'- 4T.ses, however, 
self-evaluation can be a very fruitful exercrse. E Isal*..fion should 
not be confused with audit or inspection xcxr';sq-.. areenled togard"compliance" or form rather than substance. Evaluation s ould be a 
design, implementation and learning device - ru, hinq less.) 
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Xl. ENVIRONMENTAL REGUL T IONS AND PROJECT DESIGN 

It is unusual for less developed countries to ascribe much 
significar.ce to some of the specific environmental issues vith which 
AID nob% riust come to grips before providina financial support for 
the development aspirations of those countries. Thus AID field 
rreisions are in 'he difficult position of having to develop 
snf ltivit , to their host countries' concepts of their development
neceds, ,IrKI. at the sdme time, to instill %%ithnthe minds of the 
leader-: arid planners of lhest_ t .GuNrI'-s a concern for the effects 
.%Illh develcpmerl projects of various types may eventually have on 
th. fraqil Ihuman enviroruiefit, i.e. , air. %%ater, land, flora and 
faurt, .and socio-ecof.uoqi( (onditions. 

)pecifc rec o-'menddtion.s or guidelines 

It is rav-c, -T*-r-.1edfirst of all that field missions reviei,, HANDBOOK 
I:h' .'~.'AI A V*f ','OP ANDU1J.1 NO. 324 dated May 30, 1978, and its 
.i( r-'e.ntl4[ . ;NV TAL P-'ROCL_ .'-URE S (as amended).iV PON). 

Append1 -4U is z re-rintinq of iegulation 
1 which includes the
 
arMLnd"eris theureto published in !he Federal Reqister, Vol. -3,
 

No. 94. 'a , 12. 1979. Field ,isins sho-ild insure that -pies of 
Ap er ix -. 1 are , v'ailable for all personl(i curicf.rned ilh 
idenlif, anq. pr,)ooao arnd desnntin proj.c-ts. 

It is fur the. r-c: '"'"vr.,ded thaIt ft eld ssaori ree. 'eu and relain for 
r, ed ref.r ,.: ' , A I , T') Ci rcu la r . -29-4 at tat hed) se t July 22, 1978. 

Tis 4 ircuI:r " ' Ii'( the .,ijot . ", ,,aj-., r.-sultinc fror the above 
,,q.rit Iuned ,,-erd-ents t t 1.Io It pro vide, spec ific cujidance 
On kher' to prepare ! * o .eas',trs to take in Wt. event that the 
If - i c anrn,)t Pr' ',ub"litted , ith It-.. ID, (tor( Urt o,;,t pro( 2dures to 
follok%in the itista' ce of ,in prole.'(t it c)Ie. r iqti'.- prituret -erlor use 
(nr t)ott,') )f pt'51t i e%. and (),, " i t am' ', V: ,',.h it : .isoditional peit icide 
ev luat ior pr( . cdur'o- , .irq- unn', w%,ar . 

It[)1' C irc Ular A-294- stresse-. t'he ocint that Regjlati on I() as not% 
armenied (fe'es iot 'rl AIeA D frurn w- i n u pestic ides, nor d,.es it 
ri-nCe si'tale .1 specifi( ,leter,:,nat ion t), the -dministrator for the use 
kJ ( r'rtal" v est mc ides. It p'-} ide, instructlOns on the preparation of 
the risk beriefil analysis .%hich AI0 r-'.quires n order to reach a 
de(.isi(r (.o cerinmq prestlicides ir AID-finajnced projP,i'. 

A recent -AI circular (A-22 "Revised Efnviror'rnental Procedures 
adr pr('senthl A.ceplable Actions, " dated Januar 2 i. 1979) informed 
missions of the -. qerc,'s intent to revise procedures to: 

http:significar.ce
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1. Expand the categories of activities not expected to have a significant imnpact on the environment and therefore not nornally 
requiring lEE's, or EA's. 

2. A procedure for narrowing the focus of EA's and IEE's
by early identification of the significant environmental questions
deserving analysis, deemphasis of insignificant issues and reduction 
of background material. 

3. Authorization for reaching Threshold Decisions at 
levels below tii- Assistant Administrator and, certain cases, after 
a project is authorized but before AIt is irrevoca.bly commited to 
finance individual components. 

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

5. Encouragement of the preparation of EA's by host 
country personnel ind,'or local qualified organizations. 

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

The Environmental Unit of AFR,'DR/SDP has prepared a
basic document entitled "General Information os What is Needed in
Ne" Projects V'iith Respect to Environmental Concerns". It is
recommended that copies of this document (attached) be made 
available to all field personnel. 
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GENERAL INFORMAl ION ON AHAT IS NFEDED IN NEW PROJECTS 
WI "H RESPECT TO ENVIRON"ENTAL CONCERNS 

Field missions proposing and designing projects should be familiar 
%%iththe amendment to Reguletion 16 published May 12, 1978, in the 
Federal Register, Vol. 43, No. 93. Copies of this document vwere 
sent to the field missions in Africa with AIDTO Circular A-294, 
July Z2, 1978. %,hich presen~ed a summary of the major changes in 
ReqJlation 16. The En-,ironmental Unit of SOF' can, upon request, 
provide etra copies of the circular and the amendment. The 
amendment has. in ;-n', Lse. been incorporated into the edition of 
FRejulation 16 transmitted to f*,,ld missions with Handbook Trans­
mittal .emoradum No. 3:Z4 dated May 30, 1978. 

An in-portant change for field missions and AID, W program support 

staff to bear iW'.mird is this: ihe elimination of the Project Review, 
Paper (PRP) and the Project Assistance Review, Document (PARD) 
fro-!, the proqram and projecl re,6iew pro(ess, neCCSitatsC the 
pretentation of the Initial F.nvironmreftil Evaluation (IEE) %ith the 
Project Identification Do< u--ent (PID) or the Program Assistance 
Initial Proc u-sal P-A IP) so that a Thrvshol(, Decision may be reached
 
%%hen vie i-ID it,revie%,ed for appro%,al.
 

Ar.".er'd(-d P..cajlat ,-uIt)recotinizes that at tWe ID (PAIP) stage some 
projectsI r a1 .i %e sSt or' comI)onet -, ril ,tt suffiLIently clear in
 
detail to p'rrvilt tht- comple-.tio, of an If f !t,therefore, allo,,s
 
defer werit of tri.! U ii h,- instance of such projects or, condition
 
that the PID (PA I- )pro, ide answers to th,- follo, iriq cuestions: 

(1) h, cr thwe. II f- rot t)"c'iiplIleted and sutbmiltted with
 
the P I D:
 

(2) Appro i,--,ateI how% "'ucI'"tarne ill be needed to
 
cornplete the initial environr'-,entol arI..%lis-


Besides pro(.dinq anst,,er-, 1(. tf,.s- questiws, the PID must 
specificall. re o-),rend th t the. Thr.svs Id Det( isciw t)e postponed 
until the. comoleti(;n of tfe ILL . 

Resporwiinq to such a1r.co"miendatton. upon c onsiderinq tWe P ID 

in the AA r H %% set(F lP) ;eneral , A ill idate for completing the 

IH . This date %%illmake all o.ancoes for the cornpletion of an 
Lnvironmental Assessmeit C-A) or an i n.ironmental Impact 
Statement Q- IS), if either is necessary. oefore the making of a 
decision on AID fundinq for the project. 
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Inasmuch as Regulation 16 now specifies that normally an lEE must 
accompany each PID submitted to AID!W for approval, field missions 
and AID.W MUST RESOLVE THE FOLLOL7ING QUESTION: Who 
approves the IEE in the instance of projects costing lerfs then 
$500,000 %%hichcan be epproved in the field? In accordonce -with 
current practice, the face sheet of each IEE specifies a rcoammended 
env~ronmeotal "ictionand provioes a space for the signature of the 
field mission director or his dclegate, indicating concurrence, the 
ultimate approval of each I IF being the responsibility of the AA/AFR. 
IEE't for projects costing less than $500,000 likely to be aPproved 
Jr the field should be sent to A IL/W for reviews= 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 ihe procure­
meit or use (or both) of pesticides, the ILE must contain a special 
analysis of the risks and benefits likely to result from the use of 
the pesticides in question. Field missions and AID,'W program 
support stff should revie%% the text of the amendment to beccme 
acquainted %%ith factors vhich, at a minimum, this analysis should 
cover. They should also note that the ne% procedures apply to already 
authorized projects requiring pesticides if such pesticides were not 
procured before . ay 12, 1978, and if relevant proje:t 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 
U.S., i.e., 

if the pesticide: - the I IE: -

- is regqi..ered for the 
or similar use in the U
vithout restriction, 

s
.S. 

ame 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 E IS must be prepard; 

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

S. 
ecause 

must include an analysis of the 
probable risks and benefits of 
using the pesticide; this analysis 
must include an assessment of th 
hazards to the user and indicate 
how project measures serve to 
minimize such hazards; -f the 
Threshold Decision is positive, an 
EA or an E IS must be prepared 
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-is registered in the U.S., but must indicate a positive Thresholdis restricted because of hazards Decision, and the EA or the EISother than to users (e.g., evni- consequently prepared must,ronmental hazards) at a
minimum, include the factors 
indicated in the amendment. 

-is registered in the U.S. but is
 
the subject of the Environmental
 
Protection Agency's issuance of a 
Notice to Rebuttable Presumption

Against Reregistration (R AR), 
 a 
Notice of Intent to Cancel or a
 
Notice of Ir'tert to Suspend
 

or 

- is rot reqitered in the L.S. 

N~nte that the procedures specified in the amentment to Regulation 16
apply to A ID-fir(,nced projects involving pesticides wihich %%erenot
actually procured before the effective date of the procedures (May 12,

Mr76). 
 urle-,s a relevant project agreement signed before that date
 
precludes their- pplicition.
 

In the folio,..ino three situations the application of the pesticides
procedUres svec ified in the amendment to .ecxilation 16 is not required: 

(1) projects beinq urdertaken in emergency situations; 

(2) projects ii .hich AID is a minor donor in a multidonor
effort: 

(3) projects in %,hichpro ect technicians are to use pesticides
for research or liaited field evaluation purposes or are t , supervise
their use for sucht purposes. (There are restrictions non the use of the 
cros to 6,hict, the pesticides are applied.) 

Note alsou that these procedureb apply w en A ID finances the use of
pesticides. and nut to Drocureme.fl of pesticides themselves. Some
exarrples of use are financing sprayers or slt orm or technical advicereqardin; the use of vehicles to transport pesticides. 3r financing thesalaries or costs of extensioc, agents %%hodistribute pesticides to 
fdrmers. 

Careful revie%%of the amendment and of AIDTO Circular A-294 is 
sugges.e " for more details or, this matter. 

http:Drocureme.fl
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In summary, the pesticides procedures as currently specified inthe 
amendment to Regulation 16 do not prev.ent AID from using any pesticide or
from obtaining specific determintions from the Administrator to use 
ce-tain pesticides. 

Anol;,i noteworthy feature of the amendment tu Re uIation 16 is the 
inclusion of a definition of the tern., minor donor, as applied :o AID. 

This definition is repeated below: 

M
"For the purposes of these procedure-,, A' isa minor
Jonor to a multidonor project -. hen (i) AID's total contribution to the 
prosect %ti:l ,wot ,:xceed either $1 .000,00 or 25 percent of the estimbted
project cost; and (ii) AID does not, under the contribution, control the 
planning or design of rrultidonor project." 
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ZnzPPC 

GCINC
 
IRP
 
AMR -	 DA1SIW=Of________ 

fC E.O. 11652 l/A 
CO LD SUW C - Rocent novioiozw to Regulation 16 
GCAF 

UASIA 	 ­

16 1. Attached are final revloions o feaetulotion 16. effective May 12, 1978,.
 
GCLA incorporating newu proccdures for M.e envircantal evaluation of AID
 
LA lb projects involvir3 the procurement and use of pooticideo end other changes
 
AA/DS priruarily required because of recent chnn.seo in AID'o project roview
 
&ASIA process. Attached io a copy of the ay 1970 PoLicy Statc:nt on Post
 
CflT laaa='cnt. The oiCnif.cant chmanoo rodo to rcUlaltion 16 are as
 
VS/AG0 folloo:
 
ES
 
SER - Tinint o IEE'a: Section 216.3(o)(1). In accordance
 
AGRIC with tecent elinination of the FLP ,nd PARD fren the
 
EPA project end proare, review procco. IE'a ore now
 
CRON requi.-ed to be prepared in cor.junction uith the
 
2 3 	 PID and PAIP ;nd a Threshold Decision in rTqired at
 

the tire of PID approval. Bectuse oac .ctivities
 
4 8 	 are not identified ir.sufficient letail ro permit
 

the cck.pletucn of &n ;EE at this sta~e. the new
 
Reaulations permit co.pletion of the JEE mnd deferral
 
of a Thr-shold Decision until after PID/PAIF approval
 
provided the PID ccntains en oplanation indicating
 
why the lEE cannot be conpleted, an estimate of the
 
ammt of tics required to coaploto the Iz.!, end a
 
recoendat'cn that the Throchold Dociioon be
 
deferred. In c~provina a deferral. th* official
 
epprovina the PID Io to ot a vZccific time for
 
cospletion of the IEE kvtd a Thriezhold Dociolon in 
sufficient timc to porcit the c€--oxia.on of an A or 
KIS, if required, prior tc r;'*occt cuthoreotion. 

ALBER .	 AAPFC 17 107 

All Bureaus Envr.OfficersGCAnfo:s 
F
 

JFraderbera o 
_ERXP/tW: 

http:c�--oxia.on
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Minor Donor Definition: Sc--tion 216.1(c)(12). AID
 
has ten utilizing a working definition of minor 
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 
was made to include the definition in Regulation 16. 
A review will be initiated of the appropriateness 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 
tesis is exceeded - i.e., AID is a naLor donor if its 
contribution exceeds 25 percent ­t -m ----- '- or 
exceeds 51 nillicn.ax tbp max AID is not a 
minor donor in any case wnere it controls the planning 
or design of the ultidoror project, regardless of the 
amount of AID contribution. Any thoughts on more 
approeriat criteria, numerical or otherwise, will be 
. __ jappreciated. 

Pesticide Procedures: Section 216.3(b). 
The najor 
changes to Regulation 16 are those establishing 
supplemental procedures for the environmental 
assessment o AID projects and prograns involving 
the procur*ent and use r. pesticides. The basic
 
approach of the new procedures is to require, as part 
of the IEE on any projec: inolving pesticides. a 
special section spec;i.Ica.!y a.-lyzing the risks and 
benefits asscciated witr. the planned use. It should 
be noted trat tht pesticide procedures apply to all 
projects "involv.ng assistance for the procurement or 
use, or both," of pesticides, uhich includes all projects 
having pesticide use as an element, even though AID's 
assistance may not finance the purchase of the pesticide
itself but rather finances sone other portion of the 
project such as aircraft, trucks, spraying equipment, 
containers. pesticide con3ultants, etc. The procedures
also apply to projects authorized prior to the effective 
date of the pesticide procedures (Nay 12, 1978) if the 
pesticides were nct pro-.-ed prior to gay 12 unles 
applicetion of the proced.:res Is precluded by the terms 
of an applicable ;roject agreenent entered into prior 
to Xay .2h. 

Sectl." 216.3,b)(') c t- prccedures ccn'a:ns a list ;f
factcrs ,.ich -us- at a - ce included in &%I= a risk..b-ne.t 
anays:s. UnlIke %no Interi- pestIcide procedures, tne 
new procedures do not pre:lude AID from using any 

UNCLASSIFIED 
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pesticide or rcqutro opecific doterminationi by the
 
dminiotrtor to uzo certain pocticld . nther. the
 

now proce6=3 rciziro that a thrc.% 
 rWd/bzofIt
m1MI=oa bo prcz=4 uhich is ft="-d cn the
 
prop pcoicida uzo. tctrz3 into cczmzt tho
 
unique cciticnj of the recipient ccuz=7, prior to
 
the decision to uco the paeticido. Tho cantct of this

required ealyalo deponds, howover, on thO atatin of
 
the pesticide In the U.S.:
 

Required Enviro ntal

Status of Pesticide Anaugoin
 

Registered for same or 
 IEE cut includeectlon
 
similar uses in U.S. 
 dlecusir rcw/benoflts;
without Restriction IA or EIS If Threchold 

Dwzi.sion pooltiva. 

Registered in U.S. but 
 IE must include section
 
Restricted Solely on 
 discuslna richo/bcoflts;

kels of User Hazard 	 evaluation cunt include 

assesment of user hazards. 
provisions in projects to 
minimize; EA or EIS if 
Threshold De#-ision pcsitive.
 

Registered. Restricted
 
on Basis Other than than
 
User Hazard (e.&.

viro=mntal Hazard) ) 	 Threshold Decision 

must be ;ositive; EA or
Registered, Out Notice of 
 ) IS will be prepard and
 
Rebuttable Prou:ption ) will include. at minismi.

Against Rereaiotration ) risk/benefit faitors
 
(RPAR). Notice of Intent 
 ) in procedures.
 
to Cancel. or Notice of
 
Intent to Suspend has
 
been Issued by EPA
 

Not :.egzstered .n :.5. 

UNCLASSIFIMI
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2. Btireaus end mission.s should av'e.pt to Identify potentialpesticijd re uirements at the earllest possible tin, preferablyin the earliest otres of PID developmnt. DS9/AG chould beconsulted for m.strnee in dategcinizr hat penticides beat
suited for the project, L-hother less cnvrcpesticides are ntolly hazardous'vailablecantduould be cually oeffctivo, or
whetrer non-ch~lcal pact cznzc=znt altern tivco cre vvalle-bloand practical. DSD/AG will raintain a 1'ot cf pcoticide3 cnd their
current EPA status. 
Curca 
and mcision EnvIrc-=nztal Officorcshould cansider Dr. Fred. Chittct-oro of DSJ/P.G the prizry contact

with EPA.
 

It should be noted that 
the intent of the naw rovisicna is to
Integrate the pesticide evalua-ion requirc=onto into the normal ZEE
process and not 
to 
require two IEE's or tuo nepnrte and distinct
processes. 
A project r.ay include pesticide use as only one of
several activities. 
If the ri tk/benefit evaluation of the pesticide
use shows no sianificant effect on the envir ncnt. the lEE ruv
nevertheless require a positive threshold decision if the other
activitits uill 
produce a significant effect. A situation caydevelop uhero alsofor appropriate reasons, a ncgative declaration isreached for an activity involvin a 
iot-nce for the use of pacticiaes.In this cse the declaration would apply to all concnentc of the
activity including app.ication of the risLk 
 anlysis.
situation,.e In ouch
ShCLotd dc uhatever is poszible to ensure proper
selection, use and 'no:tx:-,g c. or.. 
pesticides. 
This cee concern
for proper sel1ection, ise and 
..oniorina chc 
 d prevail in all other
situations where pesticides are 
involved.
 

In addition to a requirenent for evajation. the new procedures
require AID to notify and consult with the recipient government
regardin
3 proposed uses of pesticides for which EPA hen initiated the
RPAR. cancellation or s-.sponoion process. 
(Section 216 .3(c)(l)(iv))
The procedures also provide for the deferred eppl~cation of the
proceduren in thcse inataenes in chich the pesticideo 
are not
identifi.ed until after PP o-pprm'al.(Soction 216.3(b)(l)(V)).
 

There ar 
three situations 
in %hich the additional pesticide
evaluation procedures need not 
be applied: emerGency situations
(as defined in Section 216.3(b)(2)1,.; where A:D is 
a -inor donor
to 
a nultidonor project. Sectcn 2.3bt2)i.).pestctdo will be .sed and when the
fcr resear:-. 
r -:-ted fi'!c evaluation
 purposes subject 
t-
 he r,-str:c:t.. :n Sect.:n 216.3(b)(2"(lii).
 

UNCLASSIFIED
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Woud cerlcu~jy Ic.,d 
In t2hich fci1uc= tolc 
 CuC'U.S. tomoI1 r'~lc 

G ezz. ocr 
1 cbJcctivcO-

4. The Eccten- Mi(b,(3).tcM cc=~,7,a crc3~nC
Ineddto Ictoly only ft= not bc trzthec'o t ut Iacozjt cc,71cu3Olf o lOte waalito ,-,I Into prvd r ~~.0Lvert Proar-c. tf* PCtICIda1 

5. 
C=Cpl tjrCU,; tj3CCAttched


0 
 Policy Statement will be Incorporated 
 in ftlnr40 
 1
 

CABLERMQ CHRSTPERSE1MD LIST G 

SME MAIMBJD FOR USAZD AND REDS0/EAACCRA&FOR IJSAID AIM RPO

DAR ES StILAAR FOR usqD AND 

RD0.AAARIJSMA
 
GUALMA 
FOR USAZID 
AND ROCAP
DAIM1K 
 FOR uScon AnD RED 
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PREFACE 

This paper was first drafted in June of 1977 and is based 

on the findings and recourmendations of the Agency's Program­

r-tic Envirxxrmntal Impact Statennt of AID's Pest I t 

Progmns. The current version has taken into account ca nts 

received fro. AID bureaus on drafts of August 2, 1977, October 7, 

1977, ind Arril 5, 1978. '.1he basic structure and content have 

reraired comsistent with positions taken i. earlier drafts. 

These policy guidelines ,:up-ark.nt the fornal procedure 

for evaluating pesticides requested by other goverwnents an 

proposed in the Fede:al Register mi D'ce:rer ?6, 1977 and 

prcrulpated ci' M'!ay 1?, 197P 

http:up-ark.nt
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This policy determination provides iidance ccncenlring 

AID's new pest mgenment policy and the pr-xition of an 

effective long-tern pest.cide ,rn77ahnt prokra. The Aenc-. 

recognizes that the proper select' 'n and use of pesticides can, 

contribute to increased agricultural prodctivity and improved 

publ.c health. Thf proper riagenent of pesticide use is also 

a pre.-uisite te the developtent and Lkplementation of inte­

grated pes t -anagccrent prngra-ns which avoid the sole reliance 

upon pesticides by c-ploy!YV a wide .range of biological, 

cultur-al, rel-'tnical, ;Lnd cherylcal techuniq-es to- hold pests 

below diara;irp eccncic levels while offering maxrum protection 

to the -:-

BACKGRO( E)
 

Since the e~irly 9.a'Os, AID and its prvdeces';or agencies 

have provided ;s:;sistza ce to less leveloiped countries htiich has 

included the 2u-pplv of ;--. *i rd:,- lechnical assistarnce in 

their Lu;e. Such as.-.istarve ha- been provided for thrme basic 

purposes: 

(1) 	 The protection of human health, primarily the 

control of insect vectors of n3alar.a and other 

vector-tran n1 tted diseases. 
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(2) 	 The protection of ibod crps 

1Mulagenent or control Of pests; w~ich rvd"o 

crop yields L.r came Post-west food loies. 

(3) 	 The protection of livestock uurcu0 the cmtrol 

Of lhuitufl insects and related pests either 

directly or through trnsmission of an etlologic 

agent. 

In working towarIjs these par.oses, AID has been governed 
by several Important concerns: the protection of public health 
and safety; the preservation of enviromental quality; and the 
avoidance of adverse Lt~acts on the host country and neitforne 

nations. 

Since 1971 AID has provided training and direct technical 

wssistance for the planning and implementing of ecologically and 

env i.ortntally sound integrated pest management systems for the 
control of agricul tural pests and diseases. Such training has 
been accompl ished by bringing individuals from less developed 
countries to the 	United States, and/or by using U.S. experts 

within the recipient country. 

AID's experience with pest managemnt programs has 
demonstrated: (1) that pesticides frequetly provide only 
imediate short-term solutions to problem of crop protectio and 



and tuawm health, and that a heavy pelfggaicn Chmicvm-ptjdqj~ 
often reslts I unintended ad!verse efftcts; (2) that m
 
less developed nations currently do 
not hve an adeqate pest
 
mnsneeent 
 infrastructure (in Particuar.-.qitled peruwnel and 
facilities) for the effective relstion, ccntrol, handling, 
and distribution of pesticides; (3) that AID could not Iwnari­
ably expect less developed countries to accept U.S. environ­
mental concepts or pesticide policies Wen the latter conflict
 
with their own national policies and priorities; (4) that a
 
large increase 
 in the demand for pesticides in developing
 
countries is likely near
!n the future, and that msrb of these
 
countries have 
 the capability to acquire pesticides directly
 
fron U.S. manufacturers and 
other countries without AID
 
financial assistance and 
 the type of control which accompanies
 
AID-financed 
pesticides; and (5) that it will be necessary to
 
continue use 
of pesticides in malaria and other vector-borne
 
disease control 
 programs until supplementary and alternative
 

methods are 
developed. 

These findings suggest that the best strategy for AID to
 
fol!ow 
is to de-emphasize the sole use of pesticides in pest 
*mnagementprograms and to concentrate the Agency's effort in
 
an integrated approach utilizing all available pest ff#Wragent 
tools. In this regard, AID will seek to reduce depeience on 
pesticides by encouraging the use of currently available
 
supplementary methods and will continue ro take the initiative 

in the development of new alternatives trough support of 
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research and field tests. In bilateril -vx4port progrmw fbo 

malaria control, AID will urge the use of an integr d rproh. 

AID also re_, izes the inportamce of a contixned cc Wz t to 

the developing countries on pest control progr=zas in order to be 

an influential factor in increasing their ability to mrmge 

pests in an envirnrentally sound manner. 

POLICY 	 GUIDELJNS 

In lIl consideration of the above factors, it is AID 

policy: 

(1) 	 To establish %hereverpossible, programs ained at 

assisting developing countries in designng and 

,erating economically and envirvrmmntally 

sound integrated pest ronagermt systemrs and 

procedures in which pesticides will be used only 

ithen necessary. 

(2) 	 To help develop infrastructures of developing 

countries for pest and pesticides management. 

(3) 	 To ,!xert a greater degree of international 

leadership by communicating U.S. policies and 

experience on pest control and pesticide problem 

to other nations and 'ntermational organizations. 
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(4) 	 T disooxrvge requests for pesticides unless 

they are to be used in ecomically and envini­

mental ly sound integrated pest management system. 

(5) 	 To promote the use of available supplementary
 

methods of vector control as -ell as development
 

of new and ir~roved supplementary or altemative
 

methods uthch do not depend Um of
on use 

persistent pesticides, including such methods as 

:,ource reduction, water managtment, larviciding, 

and biological control.
 

To irrplenent this policy, AID: 

(a) Has 	discontirxed the financing of pesticides aon 

non-project basis under the commi' ty irort progrnam, 

except i:n cnerencies and cases of ccxtelling circumstances. 

Pesticides have been eliminated frmm the list of 	comodities 

autoratically e!ligible for AID finaning. Requests for 

the u;e of' pesticides as part of projects w11. be reviewed 

on a project-by-project basis and a separate ,ecteIun 

included in the intial enviromrental examination of the 

project evaluating the risks andu D-enerits of the proposed 

pesticide use. Exceptions to this requirement may be 

granted for research projects, projects undertaken udJer 
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eme'recy crlitic(ms, and projects to which AID Is 

minor cntributor to a multidknor 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, ind 

irprovement of developing countries' pesticide 

regulatory syste.,s. 

-Estaklishnent, operation, evaluation, and 

.iTai'vtr-ent of interated pcst rranaerent systems. 

- Development, adoption, and continuing review of 

pesticide. quaity standards and estbliirnent or 

Irpro.-ent of facilities and procedures to Monitor 

andeenfor-f tht'r. 

- Strfentht-ninp of cooperation betv.een the 

inistrios of Health a Agricu't ure aLnd any other 

Ministries 'hich nay be cr.cer-wud with the 

'e.diatien x'.. use of' pesticides at the national 

leve. with pirtircuiar ,i;haSiF en training, 

tectnicail ar.3stancc, and problcr.5 of mutual 

ClOncy'm*I 

- StreiW.thering of less developed countries' 

capabilities to use soid environental planning 
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aid mmitorirM s minteral pwrt of their crop 

protection and public health progrms wW 

pol ic ies. 

- Mnitoring of hUm-M health and envirumlntal 

effects of pesticiles, as te1el as rrmnagwmt of 

their proper use. 

- Collection of data on use, efficacy, and 

safety of pesticides. 

(c) Give special consideration Ln the Agency's research 

projects to the pro)blem encountered by small farTers. 

Such rescan:h tnilet include: 

- Development of integrated pest management 

progrr-. for bisic food crops utilizing cultural, 

phys!,'al arKd nectv.cal cmntrol methoxis to the 

rTp.Xijz.fl -xtt-nt possible. mnd employing chemital 

pesti:ides only .wtn ab.solutely necesnary. 

- Develc4x'-nt o!" rbn-clhemical methods for pest 

contrxl x:ch sk the u-se of' sex attractants, 

antifeedirw, .:'c-xcrs, iuvenile horonies, end 

?" ;pests. 

- evelopnent of pesticide fornulations wnich 

are not readily absorbed through the skin. 

- Dev lopment of pesticide containers- and a 

pesticide container handlirg system to meet the 

http:rTp.Xijz.fl
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needs of smal I farm pesticide users In less 

develc.ed countries.
 

- Developmrnt of alternative disease control 

methods which do not focus on vector control, such 

as malaria in'minizatton and schistisc=icdal drugs. 

(d) Contintia1lly ,ipgr-de Agency kr r-wedge and expertise 

regawdir, p-t*.'ide!; .rid -ilternte rethms of pest control 

thuseh #ffe-,i - I irk-i;,,# .ith LutUidd( ources of exper­

tise, and interyvil tratknins, progrzes. 
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XI I. 
THE 	ROLE OF THE LEGAL ADVISOR 

AID 	Legal advisors can play a critical and ;onstructive roleduring the design-of a project. The follow ng paragraphs outlinrole 	and illustrate how an A ID lawyer Iocs at 
this 

some 	of the issues.nterent in each project paper. The attachcd pcper on 6 11(a) describesthe history of this section of the Fore.;n Assistance Act, rwhat it meansfor project design, and how to meet to requirements. 

To avoid delays during the review of a project paper AID legalrequirements ;Tust be fulfilled completely. The AID legal advisors areavailable to assist the design officer in fulfilling these requirements.
Pleias(. ute them. 

I. 
Makes responsible offices aware of certain legislative andregilatory constraints %%ithin 	whoich projects are to be designed: 

(a) 	 "New Directions": 

(t) Leqal proscriptions like aid to military; 

%c) 611 (see attachment on Section ull(a) Application and
Reqrirements); and 

(d) nviro-,ment. 

2. 	 PID staq ­

(,a) k+.vies the 
PID and tries to identii, certain issues 
%%hichrnidlht be addressed at PP desi(I staqe: 

(i) 111',)- is tie contribution of the host govern­men It:?it irhl- (.1reasonable atrit)utio1 of costs to the project); 

(ii) 	 cnsronmental - reviev. lt . advise on itssuffic-enc drnd ',%hetherit can be handlvd b r..ore careful PP design,e.q., includinq environ,entalist on desiqnr ea-. or. in case of pilotactivity. includinq. as part (if TA provic(-,, ard environmentalist; 

'(iii) rocur, .-lent - advise on necessity for aiversor special requirements for certain commodities (drugs, data processing
equipment): and 

* -	 In collaboration v,ith other specialists 
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Wb1' Initial judgement on technical and adrrinistrative 
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 examinee (2) re-orienta:ton 
of project towards greater institution building should be considered. 

3. PP Deseqrn - If work on the PID is adequdte this should 
be a follow up of actions taken, recommended at that time - gjet into 
greater detail with PP team on implementation planning: 

- Contractinq and how% it will be done; 

- AlIncaion nf r-,nrtrib-!ions (e.g., desicpi services 
financed by host country, construction by U.S.); 

- 611 - more intensive a'.sistance (%%ork plans, 
training plans discussed); 

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

- review%. .ork on %a-vers 

4. Project Implenicntation­

(a) Draft approve contracts; 

(b) Draft revile% project agreements; 

(c) D_)aft revie%%PIL; and 

(H) larndle, the hold qaMnut of i.1cidential problems 
which undoubtedl arise ­

- 'N;ssues 

- ProAq amendme, s 

- Switchinq furnds 

I, - 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- desire. 
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5. Some of the more limponant questlions an A. I .D. lawyer4,:s when r,iewing a Project Paper ar as follows: 

(a) h or tnhot is the proposod Grantee or Borrower?Does the proposed Grantee or BorroLver hove the legi aulhoriy to
 
accept the grant or loan?
 

(b) Is the proposed Grantee or Borrower ineligible
for assistance? (Section 6201B) Prohibitions of the FAA)?
 

(c) Is the funding source suggested apprco:riate for
 
this type of activity?
 

(d) Does the host country contribution to the project amountto at least 25% of the costs of the entire program (Section I10ko) of theFAA)? Are the items making up the contribution adequately identified
 
and are they properly included as a 
host country contribution? 

(e) Is the technical and financial planning adequate for

this project and its components (Section 61 l(a) of the FAA)?
 

(f) Does this project address the role of women?

(Section 113 of FAA)? Is 
 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 naive.- 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 'itve basis? (Section 6 11(c). Handbook 11,AI[J'PRs)? If not, why .sol? Is there justification for noncompetitive 
procurement and is the justification adetquatte2 

(j) If tte project is a capl" I a sistance project estimated 
to cost in excess of SI ,000,000, has the Mb-sion Director provided a 
611 (e) certification? 

(k Does the documentation show that the project is acomrapliance with A. I .D. Regulation 16? W'as there and IEE? Was there an
EA? What did it recommend? Does the PP adequitcly deal with tht, recommendations and issues raised in the IEE or EA? 
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SECTION 611(a) (1)- APPLICATION ANO REQUIREMENTS 

This memorandum discusses the requirements of Section 61 1(a)(1) 
of the Foreign Assistance Act of 1961, as amended, (the "Act") In 
an effort to eliminate some of the mystery, myth and frustration that 
has existed both in field posts and in A;D/W regarding this provision.
In doing so, this memorandum outlines the legislative history of 
Section 611(a)(1), the objectives it is intended to acconplish, 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
 
(as revised by Section 102(g)(2)(D) of the International Development

and Food Assistance Act of 1978 ("1978 Authorization Act"):
 

"Sec. 61 1. Completion of Plans and Cost Estimates. -

(a) No agreoment or grant %hichconstitutes 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 I, Title II of Chapter 2 of Part I or Chapter 4 
of Part I I ­

(1) if sucti agreement or grant requires substantive 
tehnical or financial planning, until engineering,
financial, and other plans necessary to carry out such 
assisatice, and a rea-onbly :irmn estimate of the costto the United States Government of providing such 
assistance, have been completed .... " 

By its terms, Sectior' 61 16a) is applicable to: 

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

Section 103 - Food and Nutrition 
Section 104 - Population Planning and Heelth 
Section 105 - Education and Human 'qesow-ces
Section 106 - Technical Assistance, Energy 

Research, Reconstruction and 
Selected Development Problems 

Sect;on 121 - Sahel Development Program 



2. Chapter 2 of Part I - which does not containappropriation authorizations used by AFR. 

3. Clvpter 4 of Part I I of the Act -

Section 532 - Economic Svpport Fund (formerly 
Security Supowrting Assistance)

Section 533 - Southern Africa Pro",rcm 

Sectioni 6 1 l(a) i-s not cppliccble to the following
appropriation accounts sometimes used by AFR: 

Section 451 - Contingzncy Fund 
Section 492 - International Disaster Assistance 
Section 494A - Famine and Disaster Relief to 

Drouqht Stricken African Nations 
")ectior 4951 - A!.sistance io African Refugees
Splion 496 - A .siJanw e to Portugal and Portugese 

Colonie.s in Africa Gaining Independence
Set tloi 121 of the 1978 Authorization A( t - .ocust 

Plaqe (Control in Africti 

S. tion 61 l(,)(1) hw. a simple requirement
r.quire%, A. I .D. not to obliqate or ( mnmit iunds 

. It 
to provide ,ssistance


until lan n- e'sar%.'y to t ar'ry oul the .s;islaru 
 *. and to provide, a 
r a!.,hrualhy fir rn ,"-timte. of (-. to the. US. are coletrn)lted. The
rea%on for- the. ,,e'qi r.e'rw.t i .a reloni,)ly firm cost estimate is
 
.eppisrent . It i%. oiutefeo t., eori'ire 
that etiouc~i fund%are o(ftUiittedi) pivide .h.ll' .i .t'J (.,o it r).o( kinder ( onst r'uc iot , for exanl.,
ioe''. not .top ..ho I of h. dle.., ed terminal bet ause of a %shor-taqeof

fhow.,) . ,nfrinI I,.0 If, Wai.tjl . that ni r m -, .e thdn the net ,.r y arnount 
* if ftpewi'. .ur-te. omnitted to) the prjet I to that fund% r riot unec es­
... ,ely l ied uli. 

ti rIue tes0e'ruue'ruf-t Pf.t'a ri toi pr-oe j the asistance
 
jut iocr if ouldiflaitiorl of finuls ..fo-ie''. that there 
 i-, r-ealsrodt)e c ertainty
h.fol . flind'.'. ( omrmmilled thatIh . .. u'..t.,n 
 o. intended can he delivered. 
I 	 il.',, .w.ul'.. that the or nmiflm-t. of emt h of thle p,;rtics (M. S.,

11 i ,th.-r..) requir ,.d ,,u-c.ess
h,.t ( otly .fred ff ih- vf the proje( l are 

gulmiuinwaerued .taod.ridre'f I.e. ted sIn the loari, 'jf',int or other .aqreeme'nt
1hl uuliuifi the fiten,.. 

11 it. ,*ppaf'tnt that the r'equirements of S.-'clion 611 (a)(1)
.,1 ,. VIeu.r ,ly ,|.eit Ir' ir ipl.'., for the prudent manarcjemnt of money. An
,'.diuu'.Catlitr ,if the1.Ite'li'..1tivt hi tor'y of St lion 61 I(a) dis loses the
 

*' ru ( sor e''. bel i eve'd it rit'( e'sar-y to leqi slate these basic
Iio ,pl,... (' nment inll u)n the riefJ for Se 
 tion 6 1 l(a) in 1958 
(lthel' '. ee, trl '0I7(a) (if the Mutural Secur-ity AtI), the House Foreign
A ffa ir'. eomirvi tt eoe repo(rted .,% fol lovs: 
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"/Fnds are obligated, and consequently may be carried forwardfrom year to year until expended, on the basis of an agreement witha foreign government even t1,ough such agreement is not st:oportedby construction of procurement contracts. The result is that ,jncisare appropriated by the Corgress to build factories and for otherprojects 2 or 3 years, in a number of cases, before tWe engineering
plans . . . are completed. 

Th' committee recognizec the inev*tability of delays in negotiatingand planning projects with fore;: governments, Particularly withundeveloped governments. It fully approves the desire of our officialsto proceed wito' caution and to delay actural empenditure of funds,ntil all problems have been wo,-ked out. It should not be necessary,howtever, to appropriate funds until the process of plannting, organi­zation and t.king the necessary legal and legislative action in therecipient :ountry is further advanced than is the present practice. 

It Sectior 517 (a)] should in the future prevent the InternationalCooperation Administration [a predecessor of A. I.D.1 from requestingappropriation of funds or from obligating funds until our own officialsand the recipier, country have reached a firm decision as to what iscontemplatedjointly to be done: when, *here, and at what cost. 

The Committee recognizes the need for 'areful planning for overseasprojects and the inevitability of delays in nrqgotiation and in actionb -or#-ico go.,ernments. It is not sugges!ed that surveys,and engineering work discussions
r-hi( h require 3 year, to complete should be
rushed throuj in a y har.
This section is intended. hotte.er, toerc -,urage the IC A to (arr, forkard neg()tiations wit-1 fore., govern­ments, to the re'adiness of the recipq'ent.. aluatl 

9o.Oernment to put
up the#ne( essary funds, to take appropriat-
 action for !;uch purposes
as arquiring rights of way and to encouragf bothment to do ICA and the govern­sufficient plaoninq and er,'qineer-i- q %ork so as to be
informedof 
 all .majorproblems lk.Iy to be en(.ourtered beforeUnitedStales fuds are committed ;or financing any project. 

These provisions are intended to requir,, the ICA to delay theobligation of funds until it has reached a decision that each proecthas been adequatelyplanned and that the foreseeable obstacles whirhare to be encountered can be overcome." (Emphasis added.) 

http:hotte.er


Introducing Section 5 17(a) on the floor of the House,the Chairman of the Foreign Affairs Committee described one of theineffective ICA projects that led to Section 517(a): 

"The Committee has had occasion to examine a project for constructinga sawmill on the Island of Taiwan: $150,0110 of fiscal year 1956 fundshave been and renain eblignted for this sawmill, together with $457,000of 1957 funds, makr'o a total of $550,0C0 for this purpose. Inaddition a total of $25,000 of fiscal year 1957 and fiscal year 1958fund: are also obligated for contract services in connection with
getting 0-:s samill into operation. Nevertheless, contracts for the
building of the sawmill have not yet been awarded and one of the
justifications for ccntract 
se-vices referred to is t1, determine just

what sort of sawmill should be built."
 

The Chairman explained the purpose of Section

517(aj as follows:
 

"The process of obl;gating funds for projects has been made a more

serious step. This amendmeot . . .
 has been termed the mostconstructive proposa. to come out cf our com.-itate. Obigation of
funds is to be made only when pre!iminary studies as to feasibility

have been completed and only when the preliminaries required of a
recipient country are within sight of completion . . . . IThis amend­ment, while undoubtedly (omplicating 
 the tasks of the administrators,

should do much to help avert suct, errors 
in judgem,-nt as have
account-d for much of the adverse publicity of the past 2 years.
 

Under normal United States Government procedures, appropr 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
carr;ed fortward. Obligations normally involve contracts withoutside firms for goods to be delivered, real propery to be purchased
or leased, or vork or services to be performed, and so forth. 

The ICA is permitted to obligate funds and thus to carry themforward into succeeding fiscal years on the basis of an agreementwith a forerin countr-v that is, the ICA and the foreign country
(an agree that a power dam shall be constructed and the funds for
this purnose are considercd obliqated." 
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B. Purpose of the Requirement 

It is clear from a review of the legislative hist.,ry of 
Section 611(a) that its purpose is to prevent the premature obligation 
of fuinds 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. I .D. In dealing with 
foreign governments and facing obligtional targets created by fisca!. 
administrative or political constraints. It acknowledges that the 
assistance purpose is not achieved when funds are otligated, but 
rather when goods and services are provided and funds are disbursed. 

If funds are committed 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, which 
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. 

C. Nature of Planning Required 

As noted above, Congress was concerned about the 
delays that occur when funds are obligated for a general purpose, 
such its a sawmill for example, without completing eftough 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 %whichthose problems would be overcome and the estimated cost. 
Having planned these aspects of providing the assistance intended 
prior to the time funds are obligated to construct the sawmill would, 
Congress 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 qoods and services) 
and a reasonably firm estimate of the cost. It does not require 
detailed plans, specifications and dravings 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 61 1(a) and permit the obligation 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. 
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Nor does Section 61 l(a)(1) require an inunutable planetched in stone. It requires planning of the starting point of what

each ccmponent of a project is and how 
 it will be done. Developmentprojects thdt are implemented over a three to five year period require
some flexibility in implementation to respond to chcngas in circum­
stances, new perceptions and information obtained in irrplemntalion,
provided that the project stays within the r jor features cpprovc bythe authorizing officer. Better designed projects include.a mechanism 
to gather information during implementation which is fed boch into a

decision making structure that can make acmmptations and refinements
 
in the components of a project as 
it proceeds in implemntation. 

D. Common Misconceptions of Section 61 l(a)(I) 

I. 	 Technical Assistance vs. Cpital Assistance 
Projects:
 

One of the most common misconceptions regardingthe application of Section 61 l(a)(1) is that it applies only to capitalprojects, 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 severalcomponents 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 61 (a)(1) was first enacted in
1958 as Section 5 17 (a) of the Mutual Security Act, the Enecutive
B.-anch formally requested the Conference Committee to revise pro­
posed Section 517 to apply expressly only to "corstruction projects
costing in excess of $1 ,000,000". That request t'as rejecte". 

2. 	 Section 611(a) Applies Onlyto Components or 
Structures Costing More than$10,)000: 

It is sometimes asserted that Section 611(a)planning need not be completed for a component of a project or for a 
structure constructed in the project if it is valued at less than
$100,000. 1he assertion is incorrect. Section 6 11(a) provides that
"no agreement or grant which constituies on obligation of the UnitedStates Goverr.ment ir, excess of $100,000 . . . shall be made"
unless the preliminary planning is completed. Generally, an obliga­
tion occurs upon execution of project agreement or amendment
its amendments exceeds $100,000, 	

and 
Section 61 l(a)(1) is appliceable toeach component of 3ssistance being financed by funds obligated through

tha? agreement, and its amendments 
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3. Mission Director's Certificatio: 

It is generally believed that Section 611(aXl)may be considered satisfied if the Mission Director certifie ftt Ithas been satisfied. This belief is not correct. Sectlun 611(a)(1)does not require a certification reS.rding its satisfaction; it is ajudgement generally mad2 by the officer cuthorizing the prolctbased upon the advice provided by such officer's staff Including theMission Director and the others involved in fth dslC(n, ravlew andapproval of projects. Vjlien a project or ccponcnt rc.Auires tcch­nical expertise for effective review, such as an cnrInaorinq opinionregarding construction components, advice providd by technicicns is
afforded considerable weight. 

The belief that a Mission Director's certificateis required under Section 61 l(a) is probebly caused by confusing therequirement of Section 6 1l(a) with that of Section 6 11(e). That latterprovision requires, with respect to cEitl projects costing morethan $1,00,000, that the principal A. I.D. officer in a countrycertify regarding the capability of the country to operate and maintainthe capital project. This SecTion 6 1 1(e) certification is generally
provided upon a Mission Director's receiving engineering or other
 
appropriate advice.
 

4. Satisfaction of Section 6 11(a) as a Condition 
Precedent to Disbursement: 

It is frequently asserted that funds may beobligated in a project agreement before the Sec.tion 61 1(a) planningrequirement is satisfield as long as it is satisfied before funds aredisbursed u,.der the agreement. A careful reading of Section 611(a)clearly indicates that that assertion is incorrect. It provides thatno agreement or grant constituting an obliqation of the U.S. costingmore than $100,000 may be made until planning is completed. In

fact, the legislative history of Section 61 l(a) quoted above clearly
indicates obligating funds before the preliminary planning is completed.In f3ct, the legislative history of Section 61 l(a) quoted above clearlyindicates obligating funds before the preliminary planning is com.­pleted, and doing it before funds are disbursed, is exactly thepracIice Cong'-ess intendeo 
to prevent !hrough that section.
 

This misunderstandingprobably caused b of Section 6 11(a) iscontusing the preliminary planning required bythat section to support the obligation of :nds vwith the detailedplanning that is frequently required as a condition precedent to first
disbursement in construction projects. 

Section 6 1t(a) requires preliminary planningthat identifies %hat is being provided (in generol that kinds andamounts of goods and services required) and estimated cost. Thiswould involve, for exannle, a decision of the kind of building required,its size, the number and types of rooms, an estimate of the kinds and 
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amount of mater;als, equipment and personnel needed. This degree
of planning sat i:ies Section 611(a) and permits the obligat;on of
 
funds.
 

It would not, howvevc., provide enough infor­
mation to serve as a basis for a 
construction contract obtained 
through competition on the basis of price. Detailed plans, specifi­
catlions and draveings are required for a construction contract to
 
ensure, that the contractor till provide w-,at is desired. They are
 
required in cimpetition on the basis of price to be fair to the competi­
tors and to ensure that all are bidding on the same basis. 

The preliminary planning is required before
 
obligation and satisfies Section 6 11(a). 
 The detailed planning is

required after obligation and before disbursement and has nothing
 
to do with Section 61 l(a).
 

5. 	 Section 6 11(a) is Inconsistent with the 
Collaborative Style of Development: 

It is 	sometimes claimed that the preliminary
planning require'ment of this pro ision is in(oisistent %with the collabor­
ative style of de',elopment. This simply is rot true. The requirement
in no Aay prevents the hos! countr-, of the benefic iaries of a project
from 	participating In the d(esicy) of a projecl. In fact. one of the
 
stated obj,.( t les of the revtuirement is to ensUr'e that at the time funds
 
are committed, 0,(- partie; to the 
loan fir grant direement (learly

understad %,ha!is required of each 
(cf them for its implementatien. 

Funds need not be tied ip throuqV nhl iati) in
 
Order 
 loiI-Au v a i'o-tt (ountr'\, or its peoplit to (ollaborate in the
 
dce..(r r plar.,in q of a projec! a-, is requentllc laimed b, designers.

.:S.o tra, 61 l(a) mrerel, re(quire.s this 1 aboraltior iilh the host
 
i 't, axl it- peoplo, befor. A. I .D. cortinitc funds to implement the 
pr- .,t. It pfrritt , th ,bl iqat mn, of funds tn pl.n the project,
 
1-t !k'we suhsta-ltial amownts if riE)4(td t(,a(hie\.e 
 otllaboralion; it
 
prt it)ib to',
- tI iqatli on of fun, s ,,ir lemet the proje(t before it is 
'.~adh ftir ;mCdoten.tt of' 

II ;, oft.--) ,trq-i..d that A . [). , r,*spornsetime
ir.,I,ltuall pr'm.idi ",q fturi i ;o I i.qtiat itdis (oura.pq s collaborat iOF1 
,Ind the parti( ipati , .f pr e( It be'ifi( iarie.. r -, expec tations of 
project benefir-ar ,. ar-t,rai-,,d ,he.n the.ir %ieS are so; iled
regardin(q a projct , )(.! tl,#-, di,,vt.dby the length of time it lake, to 
put the pro je( t or, ,t * 

That dielay, . ho,.ver *I not ( dus.d tly 
Se(tion 61 )(a). It ma. ha.e been caused b% the PID, PRP and PP 
requirement that was keyed to A.I .D.'s schedule for Congressional 

http:mCdoten.tt
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(Presentations, andA A. I .D.'s process for dasign, review and 
approval of projects. The project docimntoticn process has been 
substantially revised, being limitdc to a PID end PP. 

Project c.proval culhority Is boing dlegnted 
to the field. All of these chants should increase A. I .D.'s res­
ponse time to projects that arc collchrotivoly dcsignzd. Section 
61 1(a) was not a hinderance to that ob)jective In the post cnd will not 
bhe in the future. 

E. Incremental Satisfaction of Section 611(a) 

The requirement of Section 611(o), as a matter of 
law, is that preliminary planning and cost estimates be completed 
for an activity before funds are obligated to finance implementation 
,Of that activity. Obligation occurs at the time an agreement, or 
amendment, committing the funds is executed. In most grant financed 
projects, funds are obligated incrementally on an annual basis 
rather than for the life of a project. From a strictly legal point of 
view, Section 611(a) may be satlsfied in the same mznner 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. 

When satisfied i,: 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 plan to be developed in collaboration 
with the host country. The annual work plan can be completed and 
funds obligated to finance it. Moreover, the amount planned for a 
year need not be obligated or committed in a lump sum, but may be 
Rran-ed through the year and obligated to finance speciiic activities 
as they are planned. 

Agency policy goes beyond the legal requirement and 
irequires the preliminary planning and ccst estimates to be completed, 
,as discussed below, before a project is authorized. There are, 
however, certain types of projects also discussed below that may be 
appropriate for the incremental satisfaction of Section 611(a). 

Finally, there is no legal requirement that the 
Section 61 1(a) planning be approved in Washinoaon - or by the officer 
approving the project. In instances in which it is appropriate to 
satisfy Section 61l(a) on an incremental basis, it may also be 
appropriate for the authorizing officer te decide that the determina-
Itior that Section 611(a) has been satisfied should be made in the field. 
This assumes, of course, that the field will be as diligent in reviewing 
the preliminary planning, and will bring together the personnel 
(engir'-ers, lawyers, etc.) who are needed to make a sound Judgement 
regarding whether the requirement is satisfied. 



F. Problem ACMa i Satisfaction of S.cl..n~l];A 
Experlence gIlned in the pest few yearshehas h­that there are several problem areas In complying with Section (a))61that deserve Individual attentkn. Except for construction- mst

problems arise when ft is dsired tofinance activities thaiare to 
a greater or lesser extent, not identifled at the time the projoct Isdesigned. As noted above, however, the reqjirenent of Seclion
611(a) is iot to complete every detail of planning prior to obligtlion
of funds. but to provide enough general planning to Identify what is

beI rj provided as ispiece of assistance, how it will be provided and

isre.asonably firm estimate of the cost. When a project includes 
coflenonenls that are not even Identified at the time of obligation, it
 
caw ot lie said tim such components are panned within the meaning

of Section 61 l(a)(1).
 

I. Construction Activities: 

Preliminary planning and cost estimates must

be comniplted for all ,comissructiomactivities to be financed by A. I .D.,
irr-,.c:tiv,. of the cost of such activities, if tie amount obligaled by

A. I.D. Iorif!project exceeds $100,000. 

A rule of reasov must obtain, ho)wever, in
 
a,1lyiil li i!. repsirem'nt . Obviotsly, lie preiminary plannin

oieedtd for is $10 milli( 
 canal will b. miore sopthisticated tian for a

,20,0(N) tha... r-ao,., .;clheoo lm se. For such school house, a decision 
r'eisI'(i1,%Itt sil,, .;i/',. floor pln ithdicating lthe number of rooms 
411Kl kilowhledqe of Ih-material and labei, re.quired and available is 
lr-JNl)bly #!*t'fWi. I .. requireannrent of Section 611(a) is that t plan­
oittlI h.l 4'''(t i. isiK lhe cot e.slimates reasonadbly firm. Since they
I.v,. IhI,' decoial , A. I .D.engineers provide advicete expert-li 


IIh- i% a(dequete 

lirms .ltinsil. of tI. ,,st.
 

,,',ir, li,,.i whlli, h'.plareisl to provi(k, is reasonably 

I .1(kliliti, wlwrs A. I.D. inte.nd1 to finance s0',il. . * is serieof *,Ia't. *lisch ai. of sctho)lr. or is series of 
I #..ltI I,,,'.t%..,..,it i. I, ,.5'i tiohave preliminary plawninq and 

, .*.t ,ins.. od i,tisoxij.i or' it-taede'd strucluret. If the structures 
rao'...iold,. .s.wi l I , vl enivN.'tl|s or standardisi'seei timit the omodel 

winl h.. ,i.,.w d'if..itssiou m.-,..'citia 61 I() may bh! considered satisfied. 

2. [CI l',l d%(J: 

"-,e tiot, 61 l(a) h,..!- m.is been consildered 
.I l-')Iol.q wif.,o A. I .). i.Iiivivtiiil itofhiro a rural road nelwork 
1Kl ba. ast ,, ..t,1,01.. 1 fit 1d00d Itobe, twirtr:led or improved are 

twit idoft ifi,.'d si'ir 1)li ,itiit, iq of ftids. This lack of identification 
migilil li' catrs.d by li. ,rl-eist niuxi),rr of roads to be improved, and 
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the need to obligate funds for equipa nt end technical personnelwith long lead times, or because project plaiers doiro the projectbeneficiaries to be involved in determining priorities cnd to r..foactual selection of rorzds. (07 course, such selcction end priorialza­tion can occur before funds are obligotd for coenrtrucllin.) 

In these cases, althou~e the actual strclch-cof roads to be constructed are not idntificd, sufficient planning iscompleted to identify the kinds of rocds that will be built; th2 designstandards for the roads; the construction stcndjr&; the terrain inwhich they will be built; who will do the detailed design, if cny, andthe construction; the amount of s illed and un.,illed IC-or required(and where they will cono from and training required); P-nd th2 
amounts ard types of equipment needed. 

This will permit a reasonzbly firm estimateof cost. This degree of planning will support the oblig3tion o! fundsand will permit contracting for goods and services needed even thoughthe actual stretches of road to be constructed are unidentified atthe time funds are obligated. Criteria for the selection of actualroads are developed to be applied in a way that will give the peoplein the project area an opportunity to participate in determining localpriorities for construrtion of roads. 

This technique may also be applied to construc­tion of other sorts of projects such as schools, health posts, etc.that are small a. J repetitive. Nc:withstanding the lack of idpntifi­caticn, prior to obligation, of actual stretches of road to be -" nstruc­led, the de:elopmental objective of the financing does not requireany specific road to be built. There is little or no danger of pipelinebeinq ( reated in such projects for the following reasons: 

(a) There generally is a great number of roads that could becc. struc:ed or improved to meet the purpose of the project. 

(b) Sonce' uesign and construction standards are quire simple, therewould be no cielay in imolementing construction after a location has

been selected.
 

(c) The n, mber of roads to be constructed or improved is so largeand the cost of each qenerally so smll that it is impracticable toidentify them all and o .ta -. iti h%sitid f - al! j rior to obligation. 

(d) Since no particular road, ,-ut a network of roads is intended, ifdifficulty or delay is encountered in the selection of one road,another involvng substantially the same development benefi:s couldbe substituted. Since the roads constructed are elementary feederor penetration roads, final design could be completed quickly enoughso that no real delay or pipeline would be encountered. 
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Essentially, the simple nature and the greal
nunme.r of small roads to be provided obviated the iseed to do a 
feasibility study with respect to each little road prior 1o obligation of 
funds. 

3. Intermediate Credit Institutions: 

There are projects that are intended to address 
lite lack of capital as a perceived constraint to development. The 
Imorlo)me cof such projects is to provide- loan funds to small borrowers
for' cne€,ral purposes, sich as agricultural inputs, appropriate
technoloc.y. etc. and to instithtionali.e the availability of credit 
rather laun to finance any specific small activities. 

In such cases, the preliminary planning

reirec's unider Section 61 1(a) will not relate to the specific uses to
 
whirh loan fuXd will be 
puIt, such as vegetable gardening, motorized 
mill;, Ohir.ken farms, etc. Rathlr Section 6 11(a) planning will 
,'ell,. to how the availability of credit will hx- instltutioiali7ed on a 

e,Etieeairti basi.. It will involve an examination of the demand for 
,freelil; Ih. admnitistrativ,.. ;trucurre throtui which it will I'provide 
alrol it!; ,,ffe.vl iverl. ; I,,e admirilr-alive cont in providing the credit; 
tl.- ;mrtic iod,.I (lefhdgll rale; it .rreluigim ard criteria for review 
.WKI ;laplrval of pecolic, o.m.; .ItKI the. irT4,o)itltmi of credit term-,

(meltirity nixl irt.r-e.t rille) ;d((leale. it) cover the ( cost of admi:1i..-

Irtillio of th,. (.r',,clit, infhllion, nJ the. p~roje,,.td default rate so
 
that tI.. ur'edit hrecl will nlt be. diminilet.d ty itose elements and will
 
A,.vOlve. cn .i (,fltirmini si.. . I he,' [Hiro)%e of Ihe proje'ct is i)t
 

it .; ,. ';p-e ifik livitifs. lNot ralher redit, so the' s4PecifiC
 
a, t ivit*:-,i reedcl n t I. itiettified agrwl plnr(I prior Io I)l irslil of
 
f18114. il rdr i,) %ti';fy Set ein61 I().
 

|w.ft. Othe'r i:1. for S.mli L nidoistified Act iviti,.%: 

I ha" e';tI Ii etdle,%,hr. prI' jec, P. will) reipeft 
if141(,ii1,) iit,,*. I K ve. iiive)lv.tl fmwl% Io lirfsa, I.tocl(e'ntified sId)-

PI'. l.1..Wiseofhle. p. 1r1%#',e, Of 1I1, Ilrejer I i% ltl to inslitutionallie the 
.svwlil.ih i lily J , r,. it td it) fit.tr.e,, the.;eIpr je(1.t, lhem ;,elve's. I hi,
0. lit , W 14.11 d'.irl0.r., d..-ire. it involve. pro jee. I lI.,.e'fi.imrie%ine 
d#,".iFe .1l4 tl r'-;%im.i nrl .ire ;e .e(,l.rd'(lt.l t1,;Ii, it) (J ;istrilints perce'ive j 
by lr",ise " II..e..fi, 1. ,. 

ic.o. ofilh,'lw ier'a)le.ni. were aIpistravateId |y 
Ie, I 'I), PP'I 14, 's.1niriv, I rf C.S%%whi(h r'(Ui lrd 094)rOximalely 
lit ri1401lh% tear f oillit 11l. I le uoi1,i(l.ratijons (.atuseii desigiers to 
ic hIe' ire % 110' IW j'" I. i% , to. If)titorw(, tioidenlt ified small stl)­
Ilrej,.t(P.- tha1I wouhld hef i(lrlili,.ed MiKI I)hlner,d ill implenentat ion. They
ireltri,.ed le) olipll- luId',. for implementation belore planning of the 
.edcprjetI'; wz,.; c oenpl,'ldthel ' very actiorn Se'ctioen 611(a)(1) was 
illtIKle.(I I)y ('a11( r'-%.; Io Ir'eve'nt. 

http:ireltri,.ed
http:i(lrlili,.ed
http:ier'a)le.ni
http:iiive)lv.tl
http:p~roje,,.td
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Some argwd that since the activities are
 
small and the amount committed !or them was likewise small, such
 
funds could 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 mininis permitted inder Sect~son 611(a)

relates to the total amount obligated. If the amoun! eblig3ted is or
 
,lgreqites $100,000 or more, the requirements of Section 611(a)
 
are applicable.
 

The intere3ts of desigiers to involve the
 
peopl. in decision-marking and to respond promptly ny 
 be accommo­
deed with the requirement of Section 61 I(a) for identification 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 p- ,cess, and the
 
time between idt.ntification of a problem in an approved PID and
 
approval of a project 
is only 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 h.-',e the authority to approve activities up to $500,00, 
and higher amounts are anticipated. 

(c) Staffing rr ssions rather than the REDSO's, w.ith permanent 
design people, 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 per(eptians and
 
desires.
 

(d) In certain cases, projects may be approved p. ;or to satisfaction 
of Section 61 l(a) for each component of the project and funds obligated 
after this planning is completed. In these cases a project paper
would identify in general what was intended to be accomplish,d in a 
project and provid, enough information and analyses to justify apji oval 
of funding. Allotment of funds may be made as described in the 
approved PP. The field may then obligame funds v.hen particular 
activities or types of activities are identified and planned. 

The manner in which Section 61l(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. Thisdegree of planning will support the obliga:ion of funds and will permitcontracting for the goods and services needed even thou 'i the actualstr etches of road thzat will be constructed are unidentificd at the timefunds are obligated. Criteria for the selection of actual roz:ds oredeveloped to be applied ina way that will give the people in theproject area an opportunity to participate in determining local

priorities for construction of the roads.
 

This must be contrasted with projects thatwill finance unidentified subprojects. It is often stated that criteriawill be developed for selecting activities and funds will be obligatedagainst these criteria that will permit the people to participate inselecting activities and a prompt response. (it should first be notedthat designers are not prevented from determining what the peoplewant in terms of agricultural production technologies, appropriatetechnology and enterprise development before a PP is submitterl.)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 oillbe 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 thesubprojects will be. Much more is left to criteria, and contracts
cannot be let for equipment, materials, or people because the types
and amounts of these things needed has not yet been planned.

Section 61 I(a) has not been satisfied.
 

Two techniques have been used to finance
projects i'-volvinq unidentified subprojects and to comply with Sec­tion 61 l(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 collaboration .%ith the host country and project beneficiaries, of anumber of kinds of acti. ities that may be financed from the fund. The
kinds of activities coulo be based upon the knowledge of the interestsand constraints of nroject beneficiarieti learned in the design stage.The activities could invc've such kinds of subprojects as vegetablegardenting, br;ck kilts, rrrorized mills, etc. The PF woulddescribe a series of activities in which the people are interested andwould plan hot%these activities may be provided (the goods and ser­vices requi-,ed). This would not be an illustrative list of activities
vould be the actualbut list of activities offered to project beneficiaries

for selection as the starti.-ig point of the projec:.
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This would satisfy Section 61 1(a) (assuming that 
a project structure is also d.'signed for reaching the people wilh these
activities) in the same manner as rural road programs. The list of

activities should be based upof 
 the perceived needs and preferences
of the people in the project areas. It should be adequate to permit
disbursemet of furds obligated for this purpose in a timely manner. 

Vwhen this starting point is identified and
 
planned, the enti. e amount authorized for the fund may be obligated.

In addition, 
to provide flexibility during tne implementation, criteria 

r-kia, be designed in keeping with the purpose of the fund for identifying,
planning a -d approving (in the field; r., kinds of activities that can be
added to the original list of approved activities during implementation
inorder to refine the project and to respond to changed circumstances 
and infor'mation Iear,ed in implementation. 

Second, as an alternative or in conjunctiun

%,ithth. fir-,t, fund, ,ia, be obligatea 
for specific activities individually, 
or in a qrroup, as t1,- are identified and planned. Funds may be 
Sbl;qated iniii.iall for tec -rifcal assistance, and training where needed, 
0,lorder to po%idt- l-e pr-.oj( t rmanav"ment structure. Funds may be 

allotted to t11)e field for the subpr:)jects after project approval, but 
thefe funds k.,,uld -lot he obligated until sepcific activities are identified 
arld planne.d ;!,tI', field i-n a.. ordance i,ith criteria approved in the 

heon~b'.)btio,.) be individually as subprojects areat made 

ide lified arid ljir-d, ,)r tnev may be Cr'ouped as a number of sub­
pr')e t, a.re identified ,rd planne*d. Some projects have irvolved
 
a,,'ual w'ork Vla'-. . de, --loped i- collaboration with tie host country.
 

, idenrti',, and plan tubrojects 
for the nect year, and funds are
 
oblioated aifal ,i, acc)roamn( e i itthat %ork plan.
 

TheF-e techiique-, have pro.ed successful in
 
balxia- in(q tl*. , ' re st of in.n,irciq project benefic iar es 
in design,
 
r, ,.pr'diq promptll., to pe' 
 e'.ed needs, and satisfying the Section
 
t)1la, re(<tj i V rffl.! ,,f prtjdc"t maria,- 'm 
t.
 

1,);.i'.I . f -. b 1. a)B3efore Authorization 

• noted aboe, there is nc( legal requirement that 
Set t,)" 611(aI1) be -,at isfi ed for each ,ompon.n. of a project before 
the, proje( t "S au?,t), i ed fo,"fi-.arncing. It should be realized, however, 
tht it i, A. I.D. pili( to do so except in the unique situations des-


Sribed abo0*-. )e( tion 611(a) identiiication, planning, and cos!
 
Ssli-iates are important it, preparinq project budgets and other analyses
 
(; red for pr,),( t Ippr', a I. 

t,:,jt ;.den,ifica:ion of a piece of assistance and
 
1,.1oinO) f be' pr-,i ided, it
fow% :it viill ;-, difficult to fhmve confidence 

I,-itf. budelet ,f a prI'j, ! presented for approval. 
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Moreover, the economic analysis of a project requiresthat the Pleemento of 1 project be identified ard planned so that cost 
estimate, may be reasonably firm, whether the economic analysis
involves (:onider'ation of costs and benefits or cost effectiveness.
Presumably. an official authorizing a project will do so on the basisof the development return on the investment outweiiing the cost of 
the inV( tmrerlt, and the cost cannot be determined witD- any confidence 
une,s- it , knot,-ir that it i% beina I)rovided and how to serve as the 
h),,,i. of co t estirnate . 

Althout i it i. ifficult to formulate a general rule 
with r''qard to when Sect ion 61 l(a) planning may not be fully completed

)rior to .jthoriation, 
 it seems appropriate in the instance in whichai fund is binq us;ed| to finance a laqe number of small activities. 
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XIII. ENGINEERING FEASIBILITY 

A. General Policy Statement 

Section 61 1(a) of the FAA requires, prior to obliga­
lion, adequate planning and a reasonable firm estimate of the cost for 
any projects costing in excess ot $IOuMJO0 The total project cost 
is the criteria for determining if a project is subject to Section 611ha), 
and not sc'el the construction component. It is AID policy that a 
dir ect hire -ngineer shall make an evaluation of each project as to 
the adequacy of engineering plans and cost estimates for any construc­
tion contemplated for .hproject in the above category. 

&--tion 61 1~b) of the Foreign Assistance Act calls 
for a computation of benefits and costs for any water or related land 
resource construction project. It is impera!ive to have a water 
resources engineer, an -conomist arcl other technicians, as appropri­
ale, to prepare the benefit cost study. If the project is an agricultural 
project, then an aqriculturalist will contribute informatic- on projected 
yield increases and the ecoromist should be an agricultural economist. 

B. Discussion of Policy Statement 

1. 611(a) 

The engineer's responsibility for 'etermining 
if the requirements of Section 611(a) have been met also involves an 
eval,.alion of the capabilitl, of the host country to design and construct 
the facility contrmnlated. There has to be a professional evaluation 
made o4 the folloiming: 

(a) Does the qovernment engineering organizat ion 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 capability 
to prepare the bid documents and supervise the .jward of the bids for 
construct ion ? 

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



-60-


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

,a) iAhat drainage prenclems will there be, if any, for any buildings
 
to be built
 

(b) It',at i t,-, t)earif 0 capacity of the soil" 

If "-e-ded, i-,there adequate water and electricity? Access roads? 

(d) If a b,-fr r,'ser oir is to be built, twhat soil type is tlhcre at
 
the site' I-, ttoe 
 soil suitable for building an earthen structure? Is
the sub-soil! .uitable for 'Iolding %'ater' Is there suitable arable land
nearb, for gr, inq C rC.S if the water is to be used for irrigation? 

(t-) Are thf,,"topographiic maps of the site. Tt,e:,e are an absolute
 
'1e(ts t% for irr-tlatio). 
arld oiater reser .oir projects. They are also 
,e( e'ssar, for sites for a complex of buildings. Profiles and alignment 
ma- a. "eed-.d f,r canals, darns and roads. 

(f) If $or ( :' tru tuion of a road. has the rigrits-of-iway been surveyed'
Ahat ab)out t>brro%, pits? Mi~ho owns the right-of-w ,ay? 

(q) '.'ost Protjet; requirirg a large infastructure w-,ill also require 
a. ,rqf'n.'atio, for- maintainig the project. Good examples areIrr'iflii- ad road projects. A'hat so'*t of operation and rraintenance
 
.r(r:.'a.( , . t1' .re. A'hat con-idcration has there been giv.en 
to 

Ihest- ar I-only a few of the questions to be
aOs,.r,'d. Ini additi,.. !,heengineer needs to make an e-%aluation of 
0h-. t..ailatbilItw )fbuilding materials. su(t as sand and gravel at 
the ,it.', ;,-,-,f (eme'-., ro-bar and hardware items in the market. 

61 fit)) 

.eetinq the requirements of 61 1(b) requirestle (o)rdi-1ate.d 
*.ff, -, of a %a(lter resourc.es engineer, an economist 
or. Parfdp a,' , r'( ut dV.,'I # o,( SC and other technicians as 
needed. , dr;,.. ( )-;s Ind -. aluale the benefits from the project.
The bai. ,)r (i.idf., for prevarirnq oe benefil cost v.as updated by 
the b'sato tWS. 

1 rro-d(itIf, 1973. Thie statutorv -heck list of 
.ac te'r %, pra(r-aph .4. asks tie question: 

If fer .,tlr ,r wate.- related larwd resource construction, 
t'.ts it,.py ,ji#'t mne th. standards and criteria as per the 
Pre.(ipl.., irnd -tandjrds for Planning Ataler and Related 
I .jnd P-',urr e' Qaec 25.fctober 1973'. 

http:resourc.es
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The Principles and Standards (P end S) werepublished in the Federal Register on Septenber 10, 1973 in Volume 38,Number 174. Part I ll. They became effective on October 25,Application of the Principles and Standards is difficult for AID
1973. 

projects. 

As a i example, the P cnc S requires that"possible alternatives capable of application by various levels ofgovernment and by non-governmi-ntal interests should be studied".
Obviously this does not apply to the averag2 small water project in
an LDC. Usually, 
 there is one government orgenization capable ofdeveloping the potential project and only one possible use for theAater, whicti is irrigation. Use the P and S as a guide and complywith it as much as possible. For integrated rural developmentprojects, make sure that there is an econoric evaluation of the"water and related land resource" part of the project that is separateand apart from the rest of the economic feasibility. Rely upon yourhater resources engineer to make a substantial contribution to thiseffort. You %ill also need the expert opinion of an agriculturaltechnician 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 anenoineer to ensure that costs are reasonable and firm and that tech­nical pianning and design are adequate. They are reviewed bylaw, er to make sure 
a 

that the statutory requirements have been met.
If there is no statement in the project paper or 
in the technical 
annex to the effect that the construction plans and costs have been
re, iew,,ed by an A ID direct-hire engineer, 
 then A IDA generally

cables the Mission asking for a review of the plans by an 
AIDengineer. This otten delays authorization of the project proposal. 

3. FAR 

Some Missions have used the fixed amnountreimbursement method of payment for project construction activities%ith the idea tha! it will not be necessary to meet the requirementsof 61 l(a). The criteria for meeting the requirements of 6 11(a) are 
not affected by method of financing. 

The purpose of Section 6 1 (a) is to insuresound planning of project activities. The AID engineer has thetraining and experience to determine if the requirements of thesection have been met as far as the construction components of theproject are concerned. Do not overlook any of the engineeringrequirements in preparing Project Papers regardless of the cost ofthe project. Ask for engineering assistance if any construction is 
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(o.ltemplated. If the engineer on the PP team is not direct hire, be 
sur,' he isproperly briefed by an experienced AID engineer.
has had contrac t engineers on PP teams 

AID 
who have not been satisfac­

lort,.. but ustualy this has been because he was not properly briefed 
as t: 'that -, jAI) reqjirments ere. Each PP team should have 
W" ' I() d r(,( Ihitrv enqifr er0 but urlfortunatel ,. REDSO rffices 
"itl.. Okt t)err ,idequ tt.l, staffed nor do most Missions in Ai *ca 

f-ar'.C" ryi'r - )"c f . -
' yar'd at this time. 

C. Re(ornmendal 10on 

If ie are (w)ing to have top quality Project Papers,ie must impro. e the te( hrni(al input. The technician must be involved 
from the beginning. 

I . It' . olve all I(-chOi ians from the inception of
project plar6im.n. Ifp),,i)l. get the engineer's assistance before
pre-parinq {to- P I;D. Man, project.l ha'. t financial and technical 
diffi tilt ies be( auts someone '1t ( ompetent !, estimate construction
 
I ost, and d t .er-Vi',r fas il lit', made dec isions at the PID stage
 

,
. r(,Jec t ,ffi( .--sh :uld ercodraqe the tech­
ne( af members of t0,c ')' t ea"l o qi " him s r '. a . , estimates of
 
(rydi tio"s *'Xpe.( 
 to d at I'#' $,'d of thi. pr-, ii'. t and r-iialli( implemen­
tation planes.
 

i. T'. pJ ojq.( t ,'fot r reh - tei 1usJ,, ' vi jdgemetof lechni( al leam member . itiin.er, rv,. rtlited to fill positions for

A ID must ha%,. -,u-it atIl#*. ,x)' it,( t, ' ' c, 
 "-idered for emplo, me it
 
It is (Wn-.r ltl,,
a( pteld Dra( tic. Iltat e'(ni-,...rs Vust id' e the;,pr )fsi'.%i, I lit ,..,e J ' -* J[o), .n ',. ,a e 10 to 20 yeas­from 

r*v( *..jl' iF't- ' . ~ . two-. r #etr uiltvd .r, .el e xpf'rie"( e. 

e-~q e...r ' r; , t l' ,'tr t . . p'.,'d tho'r ,.ls ,,.r-_i,. trairin 

IF:I T) ,x(., . I 'ti-.. i.o; r*.', t ri. reqI pir's that "he ( a didatC for 
re(itrat 
 's . f I T *)I't ,rt at'd h',. e Immsurate ex­
perl ' . , I- -" , -Id. '.taII', fi'., years. lis 's the. -inim,im 

.. IIIth abov.V is that thi. engineer nr tihe PP
leanm is im-.f , .deratl, experierce . He has %vrk experience,w,,d trdrr 1,I " rJ,".f-l.)wr.mf.nt of manageable, logical. organizational 
i, ,,rirnple.m#.ntat I )lans. Mak(. use of his seri. ices. Engineers
tfte.r
f..Ithat f 1l I ad'. ana is, , r,)t taken on - vi potential . Theyfan tw helpfiil and ,Iiotild be ,sed to the. full extent of their capabilities. 

http:rJ,".f-l.)wr.mf.nt
http:itiin.er
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D. Types of Engineers 

One last comment is appropriate. Engineers have 
different "types of training". There are three general fields of 
engineering. These are: mechanical, electrical and civil. The 
spec ialist 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 eaicountered 
in agriculture. There are several areas of interest in agricultural 
engineering. A civil engineer can specialize iti structural design, 
highway design, water resources, or sanitary engineering. Asking 
a generalist in civil engineering to check the structural design of a 
bridge to cross the Nile, Niger, or S .negal rivers is frustrating to 
the engineer, frustrating to the ques ioner and noi-productive. The 
general engineer should be able to examine the design and prepare a 
scope of work for a structural engineer. When your Mission engineer 
says he needs help, assist him in getting it. Don't limit your 
search to AID. AIDiW has IC contracts that are designed to allow 
us to hire the services of a specialist engineer. 
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XIV. ECONOMIC ISSUES IN PROJECT DESIGN 

Due to A. I .D.'s spec.fic goals and interests, the econcnic 
analysis associ.-ted with establishing project feasibility is often not 
exactly what is commonly understood as economic analysis by host 
country governmr.ents and other donors. As shown belovw, A. I .D.'s 
timeframes for project design and special mnndote concerns wifl 
often require that the economic analysis for a proposed project be 
accoplish.,d through innovative methods that do not always follow 
eonemic textboo!cs. 

The Place of Economic Analysis in Project Design: 
Overall economic analysis i-, 6ul one ,f several measures of project 
feasibility that include technical, social, financial and e'rwironmental 
considerations. The exact role that the economic analysis will 
play will vary as a function of several parameters, including relia­
bilitv of the data base, availability of research on the topic, the 
type of project under consideration and curr.. - A. I .D. orientations 
toward it. 

A. Value of Economic Analysis. if Done Correctly 

I. For A.I.D.: 

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

(b) Often f i. jv the abstract ideas proposed in design and 
,permit reviewer to *.,* those ideas more graphically. 

(c) ro.Ades framework within which most aspects of a proposed 
pro jet can be evalu.ated in a systen'atic manner. Is often the 
larger rallying point aroutd nhich a multi-disciplinary approach can 
be built (e.g . . cannot easily separate from (1) social: demographic 
data, .vrl of projec! acceptance, possible regional integration, 
spread effects; and (2) technical: costing, properly adapted tech­
noloqy, environnental effect). 

(d) Provides baseline data for future evaluation. 

(e) Helps the Agencr to avoid flagrantly political projects which 
represent a serious drain on limited national resources or do not 
have a balanced equity perspective. 
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2. For the recipient cotmtry: 

(a) Can be a valuable tool in assisting Govermnent to select best 
programs or projects and avoid wasting scarce national assets. 

(b) Can help Governments better focus .'n the Iowest levels of

economic development and is, iherefore, 
 P ;mtural extension of the 
planning prcocess. 

B. Vihich Projcts Should Use Econonic Anglysis 

All projects except those which fall Fn a directly
"non-production oriented" or "social" category should undergo

ecotorr.ic analysis. Anyone 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. F rom thz standpoint of national econcmic 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 bu.lding, certain
 
techniques can be used to help the analyst better grasp certain
 
economic implications of develcpmen: of those projects. 

C. How% is Economic Anaiysis Utilized in A. I.D. 

I. Personnel Requirements 

Under the current A. I.D. design process,
 
one can identify four different steps in economic analys;s: 

(a) CDSS - for the moment roould appear to remain generally
expository,. but can require some analytic input at the macro level, 
e.g., debt-serving capacity, national accounts analysis. According 
to a (urrent airgram, the CDSS will require .ore sophisticated

economi( analysis. For the momet, the program economist input
required for the development of a CDSS is limited. 

(b) PlD - 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. 

(ci 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). Ifthese skills 

http:ecotorr.ic
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are fxund in a mi.;ion, they are generally heavily engged In project 
iIWlemPf'rtIdd '. ,id, therefore, may not be availoble for PP design. 

(d) I ,o.t-P roje( I I|v.,ltation - lIike.wi- reqijires lairly speci.:ized 
skill.. and. er-Iliv.. -z. ahist conducted by people oulside Ih mission. 

i hi,, ,tii(k overvi, of Ih various steps in 
441 iii'.iip' gl wM 'U' ild sicii dit. that , filr most mi-i!ion%, there is 

.1 *,trIil rn.ar ')MIVr ( rlraint in developinq proper e,(onomit ,ir"lysis 
with h) .l pi,,r iInel .,,1(I will invarilhly he for( i.d I) call ti)poh1-. they 
oMtl..l(1 'ldle' . 

If Iti,. mi!.iSni US.'S 04-A. I .D. i':o nomisI­
(privale. or- titivit'.ity * it that A. Ic.altnts) i. important the D. 
)I~pfi" I iffio e'r iflwlilor , I )..l y both tle iniilillly pr'oposed method­

01l411y .1 
1
4 It i iIV.,ilttlf)J% |)ro in rId'dr |i hi!srt1-'i..S to best orient 


.ffirl.. if, Ith (liur. lotiew if to.A(p.-n( V',. narnaidli' (e . (i. , OlIN of
 
Ior)Io frwj.uI f. prf1jilioi a oniEt( erni', MDWI). 

Illi h,)w).inqI thl l u ',i(Ii. Q'Mi'rl-i., is 
IF' itIi fI m10<l Ihl gl je'(i IU4 r1 li. 111;I i I i r lhik'ep itI i t I t " oti­

oiffti .gri.ly'.i*. '-.114is IIool be" p'.l i fo i , lhyI)i)thlifti.l 1 'IoI - I'.-, 

1;431, . r ,th'. Iho. I.'Iv fJ i ? ts.'i.d of loo a l livinq,j6i1i.4. ',l I 
li, .l lllllI 4 i IwE h.Lk,., f 1l4° * I ' i. 'i EhI .o-'. ) r .t .i ble4 toqnu . 

It .'. tr'.fiuI to o"'doy lil' .*'rvif W".of ,31 I. ,,I 
i,.- ',,hih.iIIi! ,"V1.1 IIw il, t f I '1'di", in 4.ff,1r1. ",i'.*ti.lly (liv'n I1 

61.1.d.4 4 
If III. .. -I,,,ull '.t' . itl i ti ll-r hoiv, er 

ii'dldt 4 fiblhI * 1 vvi.*lh I line4)4f4. asvai labule (for g)iop I f'i( 
, 4111 titt nI t0 Iiji'i I iS. fli)nor, o hi' 

I.,.,If. 4 14 l if .1-,of . .I.. I , O i, , )VV.f.fi 1114. 4.fW4l III f) vve.ek-.) oI tlht­

'r ,I' I tF. • .- Iv.i'l.i . '( 141 -f .. lI.. I, l r, lirri..ry ,V .i .Iif.I i. 

I+, ,., , ll, - of101. l ho Ill04I I ..... . -".1ilo opt)i, i'. o.,Ir IV 11. d -'.l f...% 

. , . , fill . .,tI.r IN'tier li 0forli,. I'I'I .. .. .. It . . l if i° Ill#- q A i'. flln.l 
' 
*.4.I)II~ i.,. .. i i j ni. ,I.I I'lo,t ..W ,'r if 111l. 1 ., ii f . '. hy

• %%,.+,ot.lll , ' iffi l l +"i-d/ + lirlif m< ,i. if)fi( 1. t'ruly,II i 


Ia . 0 . 11111,, 1.. - J10.1.,.l lifO...v.1 li°fal. 

Ir fjl /it i4-i)4i. l( Iatlin.': 

I ce. fly w ,'l4 1ve'l y I'i'l'.r' or1.filli. llel 

I Lw xpk IlI Iprovide. orily very qeneral 
PAi.lol f. w . IIt IIf Ipw'.o' of tt I 'rPjet Paper ec(owmnit. analysis. 

http:lIike.wi
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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 al:ernatives to reach 
a rational project choice decision. In many cases only the first purpose is, in fact, attained, as the second purpose, that ofrationally selecting the best project, is often a nation l or regional
planning exercise. 

Operationally, It is sug, sted that theeconomist undertake his normal technical ar.Jysis 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-iore complete integration of the overall analysis can be made in a
 summary fashion in the body of the text. 
 All tables, graphs, etc.,
should be inclAed in the Annex and reproduced in the body of the PP 
as required. If hie project officer can stay on top of all individualanalyses, and properly master 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 - no- even univers­ally 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 tho .vai'ability of accurate reference data. Because of com­
presse, timeframes, 
 the typical PP economist will necessarily

look for shortcuts and ways of usefully compressing his analysis

without altering substantially the analytical output. 
 In all cases,
it cannot be overemphasized that, as most analysis is necessarily
based on a eries of hypothetical assumptions, it is vitally important
that the economist idicatc and document these clearll. 

Internal Rate of Return 

The most useful and commonly utilized measure uf project worth 
is the IRR, which, in reality, is simply a discourted 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. 
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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 shaky, the use of sensitivity tests
 
to test the basic parameters of the basic assump-tions should oetitillied ex ten~sively. 

F inall,, the non-quantifiable aspects of projet costs or benefits
 
should always be noted when they can't be as.;igned some monetary
 

dlue. Depending on 
the reviewer's particular biases, these
 
aspects can receive heavy weighting.
 

Benefit/Cost Rati-)s: 

A benefit cost ratio ( an be defined as follows: 

Present v,')rth of benefits . generally at opportunity
Pres ent ,orth of costs (ost ,of capital 

When the 3 C ratio ;s utilized. acceptable projects will have a
 
ratio, (if 1.0 or qreater.
 

alasic il. a de'ri .ti cr. of the IRR analysis, it is generally less

utillied b A. I .D. . but is acceptable if desired (e.g. , if piggy­backing or othoer donor or separate consultant analysis where only
 
B'(" indi(ated). 

Cost !.ffet(ivenes 

Thii i,, a tec'Iq icje which has not been widely used in AID projects

bult ( ar. be appropriatl for those projects where the benefit ,,ide of
 
th,. H analysis ( iniot be easily measured (such as previously
mf',!iO-),.d hiealth. T A orvdu(ation, institution building projects).
 
Toio, 1p1)rOa( ,, -irnpl, ( 'onpares the discounted cost streams of

~r()jv'( opt W (b%%iP outputs a:;umed similar). The least cost
 

s, 
 i lt , i-,'c, n take-i as mO)s! ap r-opriate. 

D. Supplemelar, C-orsiderat ions 

1. Ma( ro-Analysis 

1 ittle real ma( ro-economic analysis is
generally required of the e( onomic analysis in a PP other than a
basic bac kc.round economic description so that the reviewer better 
understands the role the' proje( t plays in !!ie generall national 
econor V . 
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Two exceptions to this, although usually

included in the financial section of the PIP, dr-. debt-servicing
 
capacity and recurrent cost analysis. 
 A study of debt servicing
capacity entail s the calculation of debt servicingi two exports ratio 
and an esti,.i- .on of national budget cash flow over time. This 
type of study is appropriate in a loan situation vjhz.:i the Agency is 
attempting to discuss if a loan should be furnished ond, if so, at 
what terms. Recurrent cost analysis is applic ble 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 AI D-sponsored projects 
once our financial support is withdrawn. 

2. Lowest Level Budget Analysis: 

Also generally subsumed under the financial 
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 methodology possible - the ;gnore it.
 

In effect, as as- .:mption 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 o-casions, 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 t-y an energy specialist to help account for what was 
expected to 'oe an unusually high rate of inflation in one key sector. 
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XV. 	 PROCUFEMENT PLANNING CONSIDERATIONS, WAIVERS, 
LOCAL CURRENCY, FINANCING, ET AL 

As part of the effort to improve the quality of projact 
design and to increase the efficiency of the reviewi/cpproval process,

it is impro.'ant to draw attention to a vital comrponent of all AID­
financed projects - the procurement of goods crid services. The
 
presence of a comprehensive, validated Procurement Plan as part

of the Project Paper will do much to assure prope" program irrple­
mentation support as well as to facilitate tne review/dpproval
 
procedure.
 

Planning 	conside;-at ions: 

(a) Applicab!e Regulations: 

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

-AID Procurement Policies are cotitained in Handbook 1, 
Supplement B. 

-Handbooks 3. 11 and 15 implerrent the Pror-urement Policies 
of Handbook I, Supplement B; in case of dispute, Handbook 1, 
Supplement B is the ruling authority. 

(b) T iming: 

-Early enough to identify specific needs and expected 
problems. 

-Most desirable at the Project Identification Document 
(P ID) stage, but essential prior to or during the Project 
Paper (PP) ;tage of design. 

(c) Procurement factors: 

-What services or commodities are recuired? Are they
 
A I D-e!igib;,-?
 
-Where will they be procured? Are the sources approved?
 
-What are the costs involved? Are oelivery/handling
 
charges included in the contemplated costs?
 
-Who will do the buying? The Borrower/Grantee (B/G)?

A procurement services agent? The USAID Mission?
 
-How will deliveries be accomplished!? Are shipping/air
 
carriors source-eligible? To whom will shipmvents be
 
consiS'ted?
 
-Wie should cofmmnoditmes arrive'
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Required Planning Actionts: 

(a) Host Government (B/G) involvec,.nt­

-AID pol ic ' states that host country contracting Is the 
preferred mode af contracting, i.e., the B/G, to the 
maximum extent possible, procures covmmodities a.d 
services for A ID-financed projects. 

-The Mission Directr- must m: e a wvr:tlc d2terraination 
(in the P' ) that ( ircumstances warrant an enctplian to this 
poli y if the B/G carnnot handle its ovin procurement. 

-The. prtjf Ifunds lelong to the B/G; obliq~tions for 
%ervit -. , ind ( omiTr.clities and equiprr.ent choices must 

h(ave B' app,,roval. 

-P repare or have repired and "-'qipment/corrmodity list 
for the Prof tor er ent Pliin. Obtain technical assistance in 
developinql the l1t1; Ri 1)SO and SER/COM car -elp if local 
help)unaivalilable.. 

-(A)lain the Hj/(,',, t , ,c rrence vvith the equipment list. 

- rin%.j4 th.1t #-,ipm. Ic omi odily cost estimates includ.' 
,l. e, .ii .o, for f r ("hat tf" (1o lipo 8 ) of the commodity 
ot , plu% rluo, tirt'munt ,er-vi et aqtnt's fee and an 

inflstionriary markup. 

- If the I /(C does not undertake pro jf'( t proc urement,
aist the ft/f, in sele tion of a Pro( urement Services 
Acent (W" A). lI.Ip , ' .i t'0-,rt agreemes.t if the Afro-
Ameri( ,a, I',r ( theinq (enler (A AP(? ) is sele-led; Justify 
th. I uo . (f - ., t- d a rlent other tan AAPC.E-

V'e If I to v ). 

- l'repar., tho. Pro< uremnt PlIn, with B/C approval. 

The. Procuir ement lan, a% part of the ProjectI Paper: 

(i) k.,ponihilit.ie, 1 oullined: 

(.,in cord will the 13/(; undertake all procurement? Any 
portion thereof? If affirmative, identify which entity 
and which qn)vernment official will bear the procurement
responsibiiily. If the B/G cannot procure, has the 
B/G indicated so in writing? This should be stipulated. 

http:k.,ponihilit.ie
http:involvec,.nt
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If the AID Mission is to he Involved In project procurenwmt, 
has it been directed to do so by the B/G? Exectly what 
will the Mission procure? Outline the Mission involve et. 
A Procurement Services A"nt (PSA) can act for the BIG; 
if the requircment enists, the 8,/G should agr-ec in wmriting. 

(b) Selection and Functions of a Procurcnrzt S. tvces Argpnt (PSA): 
The B/G can choose any qualilicd PSA; if oth:r then the Afro-

American Purcha ;ing Center (AAPC), either AID/W or REDSO 
shoulo be consulted (criteria for qualifying PSAs w'ill t; rmmd 
availabPe to USAID's in the near future). Mhan will the PSA 
acco:-.plish7 V'dill it procure only U.S. (Cod C00) co-z;adities? 

WeI; it provide techi,!cal assistance'? Vaill it provid any technical 
training? Requirements should be eLplicit. 

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

(c) Services and Comnodity/Equiprrent List: 

By line, definitize the groupings of commodities/equipment, e.g., 
6 1-ton pickup trucks; 2 10,000-qallon water trucks; 6 180-HP 
farrT tractors; 3,000 lbs. of grass seed; audio-visual equipment. 
Provide estim.ted delivered costs and segregote the commodities by 
source, i.e., u.S. (Cc..Je COO), Free World (rode 899), Selected 
F-ee World (Code 941). Special Free WVorld (Code 935), or Local 
,v , Items or In:digenous Goods). Detailed;nancinq (Shelf 


"Ji itions are not required in this Plan.
 

(d) Co-rnodily/Equipment Eligibility: 

There ar, .ertain statutory and regulatory restrictions on comn'odity/ 
eo,,ipment procurement; ,.g., vehicles, pesticides, pharnaceuticals, 
abortion equipm.ent. Identify these items and make reference to any 
waiver requests included e-Isevhere in the Plan that seek approval of 
the desire( it!ems. 

(e) Source/Origin rules: 

-Cite the applicable sources of commodity procurement 
(Code 000, 935,941); if procurement from other tian 
approved sources is nec:essary, identify the procurement 
and nmake reference to 'he waiver requests included else­

where in the Plan. 

-Local cost financing - which provides for shelf-item and 
indigenous qoods 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? 
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(f) Shelf-item Procurement: 

As part of the local costs, culhorizatlon Is requested to procure 
commodities undzr the sholf-it n procurement rules. The dnsired 
items and costs should be indlcatcd in the Plkn, either hero or 
elsewhere. 

-Is the Codz 935 u-nit tren-lacticn likit ($2,503) too 
restricti%,c? Is the S1G,00 limit too low? If so, why? 
What limits are desircd and vlnhat prlicular cc.odiltes? 
Make reference to the waivcr rcq..zst for rairinj the 
limits to Che desired levels found elseL-ihAre in te Plan. 

(g) Waivers: 

-Waiver requests should be Sroupcd c.u caterorizcd; 
i.e., requests for cgogrcphic sour :e waivers9 requo-s 
for commodity eligibility waivers, requests for prcprietary 
procurement, and/or requests that apply to shelf-item 
procurement should be separately idcntified. 

-A dollar summary of the project's waiver costs should be 
pro,. ided. 

(h) Procurement Assistance: 

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

-REDSO can prov:de on-site assistance during the project 
planning phases, and aid in the commoditV/equipent 
choices as well ds lormulation of the Procurement Plan. 

-REDSO can revietn, the quiilifications of prospective 
Procurement Service:s Agents. 

-RED-.O can assist in the preparation of commodity/ 
equipment spec if icat ions, Project Im.plementation Orders 
(PlOs), Invitations for bid, and other procurement 
doctnmentat ion. 

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

REDSO will conduct a Procurement Min;-
Seminar in the Missions upon request. 

SER/COM can provide for U.S. training 
of BIG nationals in procurement matters 
at A I /W and elsewhere; project funding
is required. 
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AAPC can also provide procurement training,
ir the U.S. or in the host country, in English 
or in French; project funding is required. 

A. BASIC STEPS IN THE PROCUREMENT PtkOCESS 

Tlhen contracting for cGomrr, ,dies, tcchnicalservices, or construction singly or in combination, the procurement
process normally consists of 13 main steps. 

I. Determination of requirements in relatively broad terms;
2..Development of detailed specifications;
3. Determination of %%henihe requirements are needed;4. Identification of potenlial sources of supply;
5. Selection of an authorized procurement agent;
6. Identification of anticipated waivcrs, delegations of authority of 

special provisions;
7. Prearilion of requests for Proposals (Solicitations of Offers) 

or Invitations for Bid;
8. Solicitations of pr(oposals or bids and inclusion of the notice

in AID expert opportunitie; bulletins, Commerce Business 
Daily or ot.er public atio-ns;

9. Receipt and review%of proposals or bids;
10. Selection of contractor or supplier;
11. Preparalior;,'negoeiation (if(ontr,lct or purchase order;
12. Execution of ( ontract or pur(.hase order;
13. Issuance of r,(olic#e to procec-d. 

Steps 1 throuc 6 ( be takn durinq the Proje( t Paper approval 
process.
 

B. A',AIVERS OF SGURCE REU..UIREMENTS FOR 

AID-F INANCED GOODS Aj.D SEP': ICE, S 

1 f. cI-i_:4urv.em..nt., Prer'ojec rrlemenlation
L.elters. and other r.lated d umen!s Spi.( if the aUt ,,r-ized i>oqrapiicCode for th. -,)jr( H) ,f( (,mm )dity pr-(< ur..mert a% #.-IIas th.
 
flat ioral ity* f ser.. .
i ( ontra( tor ( ....tiriljit l,~ Any AtIb­financed pr,- i+reme it int rnsiSt t ,%ith the dtsi lnat ed ,,r (s)
requires the iSutni( t.of a "aiA(.r. 

2. mAiivers )f pre. aiiling sour(e pol i(es must bebased upon e)n.-)r o--of 0't f'lloin, ( riteria: 

(a) There is ,- emer.}nc . -efquirf ment for v hic h non-AID funds 
are not available, w,'d the r,quirement can be met timeir imonly fromsuppliers in a -ountry not icluded in the authorized geographic 
code.
 

(b) The commodil is not available from countries included in theauthnrized code area or there -ire no suppliers from countries inthe authorized code area available to supply the services. 

http:4urv.em..nt
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(c) For project assistance from Code 000 (U.S. only), the lowest 
availablc delivered comrnodity price from the U.S. Is 50% h5|her
than from a Code 941 source; for the procurement of services, the 
cost from suppliers in the aoproved source area exceed5 the cost 
of suopliers in non-approved countries by S0J or ranrc. 

(d) Impelling political considerations. 

(e) Procurement of commodities with local currency of the pro­
curement of locally-available services (vOhere the host country

is not already eligible) would best promote the objcctives of the
 
foreig- assistance prog-am.
 

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

3. _nkjrce thiv-r granted for procurement
outside the countries authorized in the implementing document(s) 
are to expand the procurement source only to the extent necessary. 

4. Aulhcritv to iSSue w*iver of geographic
 
source pol;cies for the procurement of goocis and services is
 
contained in A. I .D. Delegation ou Authority No. 40 and exercised 
as follows: 

(a) Blanket Waivers: 

(1) Blanket w-,ai,.(-rs 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. Waivers of 
$500,000 or less can be issued by the Assistant Admin­
istrator with program responsibility. 

(2) Blanket wai.ers from Code 000 or 941 to the cooperat­
ing country, % hich 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) E:lanket 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). 
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(2) Assistant Administrators - for individual transac­
tions Up to $500,000 (exclusive of transportation costs). 

(3) Mission Directors - for individual transrctions up
to $100,0&) (exclusive of trenzportati n co t'U) if such
authority has been redaleg.ted by the AssistL t Acdin­
istratcr (see Africa Delerjtion of Aulhority No. 140,
dated October 10, 1970). 

5. Authorized Source Coes: 

(a) All grants except those to Relatively Least Developed Cowtrles 
(RLD(s) - Code 000 (U.S. only). 

(b) Grants to the RLDCs - Code 941 (Selected Free World). 

(c) Supporting Assistance Loans - Code (JOC. 

(d) Development Loans - Crde 941. 

5. The U.N. List of RLDCs: 

(a) The poorest countries selected on the basis of lov, per capita

gross domestic product (GDP), low proportion of GDP in manu­
facturing, and lov. adult literacy rate.
 

(b) Eighteen (18) African countries qualify as RLDC-: Benin,

Botswana, Burund , Central African Empire, Chad, 
 Ethiopia,Gambia, Guinea, Lesotho, Mali, Malawi, Nigzr, Rwanda, Somalia,

Sudan, Tanzania, Uqai-da, and Upper Volta.
 

7. Comm.odity Eligibility: 

(a) A. I .D. Commodity Eligibility Listing - Handbook 15, Appendix Bprovides information on the general eligitbility or ineligibility of 
commodities for A. I.D. financing. 

(L.) Certain commodities may be made eligible under particular

assistance agreements; the project implementing documents will
 
spell out the norrr.ally ineligible commodities that have been
 
apprcved for a specific program. 

(c) Appendix B is classified by rcporting numbers - Department
of Commerce Schedui- 9 nu.;)ers - which categorize the types of
U.S. commodity exports for tabulation. 

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



(e) Generally ineligible items: 

-unsafe or Ineffectivo prodcts;
 
-luxury goods;
 
-surplus or uccd iltc:'r. 
 (encept U.S. GovernA.enltownd 

encess prcpcrty); 
-items for militory uz-; 
-surveille.ce eqJipmnJ2;
 
-weather niodificticn Jic
4jplmnt; 
-abortion inducting cem.,,nditle end equlpment;
-corranodities for police cnd law enlorccmit cctivilles. 

(f) Waivers aginst eligibility re.trainh. - dir'ctc o tc'ti processed 
rrSER/COM.by AID/, 

(g) To be eligible for A. I .D. finnting, c(W;Tditle3 m:u be: 

-of a source designated in the imlemc:nting dcumcnts 
-mined, grown, or prcdtxed in an -ulhorized source 

country. 

8. Commodity Procurement - Arroved Source 
and Source Waivers: 

(a) Vehicles - must be manufactured in the United States to be

eligible for A. I .D. financing. 
 Passenger car procurement is
controlled; only the most economical vehicles suited io project

tasks are eligible, and then AID/VJ must 
approve the procurement. 

(b) Vehicle Waivers - Assistant Administrators with programresponsibility can waive the require.ent that motor vehicles be
manufactured in the United States; under Delegation of Authority
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 onl if it
has been redelegated by the Assistant Administrator). (S"e

Africa L-olegation of Authority No. 
 140). 

(c) Pharmaceuticals - as a general rule, the source of AID-financed
pharmaceuticals is limited to the United States and the standard
A. I .D. 500o componentry rule is applicable. Protection is afforded 
to the patent rights of American manufacturers. Eligible items areshotin in Handhooh 15, Appendix 8, Part II .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. 

http:surveille.ce
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Waivers ­for eligibility or source/origin acceptability, all
 
vaiver requests are directed to AID/A, S.R/COM.
 

(d) 	 Pesticides - procurement is controlled by AID/A, to assure
that all purchases crinmply with applicable A. I .D. regulations. Only
pesticides registered by the U.S. Environ.rental Protection Agency
(EPA) are eIigible for procurement, %%ithpurchase and use

permitted following cynpliance with Regulation 16 which calls for
 
an environmental enamination. 
 Findings of the initial examination 
could call for an added environmental assessment, an environmental 
impact statement, or a "negative determination" which would obviate 
the need for the assessment or follow-on statement. 

Waivers - the use of a p3rticular pes!icide may be apprcved in

limited circumstances providing certain rcquirements are 
satisfied. 
The appropriate Mission Director (or REDSO Director) must 
certify in writing that the pesticide will be used for health purposes
and that sig-iificant health problems will occur without thf use of 
the pesticide. Preliminary detern ination must be forvwarded to
AID/ and a final determination made in writing by the Administrator 
before the procu, -ment of pesticides is authorized. 

(e) 	 Fertilizer - AID financrd procurement is normalll limited to 
U.S. sou-ce (Code G0) producLts. For ron-U.S. purchases, prior
AID/W, SER/COM, approval is required. 

Handbook 15, Appendix B, Part II , lists various mixtures and
 
combinatior.s of fertilizers; if the desired compound is not 
 listed,

SER/COM should be so informed and the trade 
 %ill be solicited to
 
determine if the desired f(,rmulation (ar be obtained.
 

Normal procurement of fertilizer is under formal rules. Invitations 
for Bid (IFBs) from thte Missions (8 'Gs) should be routed througn 
SER/COM for editing and passage to CM/SB for publication in the
Commerce Business Daily (COD). Under informal procedures
SER/COM should be the source of all juidance and assistance. 

AAPC is also capable of rnandling fertilizer procurement. 

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

9. 	 Certification Supporting Waiversto Code 899 
or Code 935: 

Commodity SourceIAaivers: 

"Exclusion of procurement from Free tiorld countries other than
the cooperating country ara countries included in Code .41 would 
seriot.sly impede attainment of U.S. foreigni policy objectives and 
objectives of the foreign assistance program." 
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Notionallty of Suppliers Waiver: 

"The Interests of the United States are best served by permitting 
the procurement of services from free world cottrles other than 
the cooperating country and countries Included In Coda 941 ." 

10. SucA~ae-1vLnvr:Prr~a, 

The waiver request format uzcd by a Missicn O.culd follow that 

shown in Appendix DI of H n oa% 15. 

A waiver request should contain tho folloviing inforrslion: 

-A statement of the authorized source of procuremint end the 
proposed sources from r-,hich procuren.cnt prcbly will be made if 
the waiver is granted. 

-The identification of the project/progrem authorizing duzur.eni 
which specifies the authorized procurement source. 

-Descriptions of the desired commodities 4nd/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 upion the 
waiver criteria of Handbook 1, Suppien ent B, (emergency, non­
availability in the approved source area, impelling p-iiltical
 
considerations, etc.).
 

-A "determination cOause" that this waiver will further the U.S. 
toreigi policy objectives ard/or the objectives of the Foreign Assis­
tance Program; a positive recommeja.dten should follow. 

Waiver clearance procedures within Missions should follow the 
guidelines prescribed by the Regional Assistant Administrator. 
Appropriate certification must be made p3rt of each wvaiver request. 

Reporting and cortrol of Mission-issued waivers: 

-All Mission-issued waivers are consecutivei, numbered by the 
approving office. Small value waive rs less .11 $500 shall be 
numtbered in a separate "SV" serie.. 

-Missions send four (4) copies cl all commodity waivers of $1 .000 
or more, when issued, to SER/QOM/CPS for appropriate distri­
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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 Manogzmenl (FM). and the 
ES. 

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

-Each Mission should have a single control point with the responsibility 
for logging waivers and dispatching copies to AID/d (see AA/AFR 
Memorandum of instructions accompanyintl Delegation of Authority 
No. 140). 

11. 	 Ready Reference for A ID Project Support 
Waiver Information: Handhooh 1, Supple­
ment B: 

-AID Commodity Eligibility Listing WPage 4-3) 
-Motor Vehicles (Page 4-7) 
-Pharmaceuticals (Page 4-I)) 
-Pesticides (Page 4-13) 
-Carrier eligibility (Page 4-26) 
-Source and origin (Page 5-7) 
-Suppliers of services (Page 5-11) 
-Marine Insurance (Page 11-3) 
-1 oral cos! financing (Page 18-5) 
-Marking (Page 22-3) 

Handx)ok 1 5:
 

-Cornmodity source codes (Page 2-4)
 
-Commodity, eliqiblit WPage 2-11; Appendix B)
 
-Supplier eliqibilit (Page 2-27)
 
-Delie.ry 'er.,i( es (Page 2-29)
 
-TransportatI )n (Page -10)
 

-Marine Insurarec,. (Pagie 2-3D)
 
-AID Marking (Page 2-41)

-Proprietary Procurtement (P age 3-6)
 

http:Delie.ry


-51- '• 

C. LOCAL COST- FINANC ING- C ,OMMITI . 

The AID policy for financing local currencyprocurement of commodities Is found In Handbook 1, supplemenChapter 10. B,Procedures to be followed in this procurement are\\found in Handbook 15, Chapter 11. Local procurement of comuotles 
can provide the following Items: 

-Indigenous conwoditles - those mined, grown, or 
produced In the cooperating country. Non-free worldcomponentry is disallowed. 

-Shelf Items ­ those items imported and stocked to meeta general public demand in the cooperating country. Theyare not goods imported solely to support an AID-financed 
project. 

Both indigenous goods and shelf-items must meeteligibility criteria - they are subject to the statutory and policyrestrictions found in Handbook 1, Supplement B, Chapter 4. 

Financing support: 

- Indigenous goods can be financed by A ID project fundswithout limitation, other than [he tolal local currency
limit of the project. 

-Imported shelf items from Code 000 (U.S.) sources canbe financed in unlimited quantitiei. Commodities fro",Code 941 sources (U.S. and Less Developed Countries)
can also be financed in unlimited quantities; the eliqi6lesource(s) must be identified in the project agreement.Shelf items coming from Code 899 (Free World) sources
but not from Code 941 (Selected Free Wurld) sources,i.e., Code 935 sources, can be procured if the price perunit does not exceed $2,500; the total amount of theseproject piurchases cannot exceed $10,000 or 10 , of thetotal project local cost financing, whichever is higher. 

Prices I-) be paid for locally procured commodities will be no morethan the lowest available competitive prices and purchases will bein accordance with good commercial practices. 

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

Vehicles are not eligible items under the "shelf item rule", butcement, sand, gravel, POL and construction materials are obtainable
with local cost financing. 
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Some locally-procured Items may be ineligible as a result of being
shipped aboard non-Free World vessels; high-visibility commodities 
(tractors, farm equipment, fortilizers, etc.) may fall under this 
heading. 

Invoices for payment should state the source and origin of locally­
purchased materiols. 

Waivers can provide relief from the restrictions inherent in local 
cost financing. 
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COMMON TERMS AND EXPRESSIONS ASSOC IATED WTH AIPPROCUREMENT:----

C & F 	 Cost (of the commodity) plus (ocean) freight to
 
B/G country
 

C IF Cost (of the con madity) plus (rmrine) Insurance 
plus (ocezzn) freiE,;t to the S/G country 

FAS 	 Free along sid; "FAS" (Wm:~ed Port) mc:ns (in $)
the cost of the com,.tdity to includa dolivery to
the pier in the port; the Iozding of th3 ccamodity 
aboard the vessel is not includ:,a. 

FOB 	 F -ee on board; exprescd in S, to inclu-da 
a:quisition, shipnmcnt to the port, and Ieading
tboard ship. 

Bill of Lading; also ELADIN:3; for ocean ,.hipments, 
a document describing the chippd item(s), the 
carrier's charges, and ail cost of delivery. Only
the ORIGINAL E/L is negoilble. 

PIO/C Project Implerren:ation Order/omrnodlties 

PI O/T Projec, Implementation Order/Technical Servicez 

PSA 	 Procurement Services Aqznt 

PP 	 Projec: Paper; , ls Procurement Plan; also 
Proprietary Procurement 

B/G 	 Borrower/Grantee (recipient country) 

GSA General Scrvi. es Acinistrat-on 

BUSH 	 Buy U.S. Here 

AID/W 	 Agency for !kternaticnal Development, Washington, D.C. 

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

L/COM Letter of Commitment; issued ly AID/A1 to a 
Bank, a PSA, or a supplier. A Direct Letter 
of Commitment goes from AID/Vi to a supplier 
and saves banking charges. 

L/C Letter of Credit; issue.d to a PSA or supplier by 
a,. American Banff upon receipt of a L/COM 
issued by AID/i. The B/G must request the 
Bank to issue such a letter. 

SLC Special Letter of Credit - a h; o issue. 

FCD Final Contribution Date - blark on P IO/C; 
last day of contract or procurement action. 

FR F inanc ing R,.qu(est - form addr-ssed to A ID/W 
for issue of an L/COV. 

Reg I AID Requldtion I 

P/O Purc hase Order 

AAPC Afro-Amerl( an fPurchasirq Center, New% York, NY 

Sched B Schedule B. Department of C'ommerce, com­
moditi'-s for expert identified by a seven digit 
c ode 

DAP De. lopmit ', ,istan( " Progr am 

FWD Vour WlI "l)r 

4x2 F-our Wheek. 2 driver, vheels ( ltility vehicle) 

6x6 Six Aheels, al (Ir l ,-N vheels (2j ton truck) 

ADO *.r't-,t De..el;,i'"rn ' ()ffi( er 

COO Country Dev.loprnent Offi( er 
wilhout Missions) 

iin countries 

RDO Regional De .elopment Officer (in charge of an area) 
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DED Diesel Engine Driven 

FAA Foreign Assistance Act (of 1961) as amended 

TOR Terms of Reference 

DRA Direct Reimbursemeitl Apprrval 

ABS Annual Budget Submission 

PID Project Iden!tiicalion Document 

DP Desiqn Paper 

PRP Project Rt-Jew Paper 

P L -ro iect Impl ernent a I ion L etIer 

AIP Acc elerated impact rogram 

FFP Food F or P (R, 

PAX\~D ;Prnjqr in Assistam(e Appro%. al Docum~ent 

PAPR Pro. ureme"il :*ut ,r- ili(t ,f 'fUi'( hasing Requisition 

GVW% Gros,- ',.thiclif eigh! 

CP Coe'dit ion(s) Pre( e, 'nt 

AFEO A I D-f Injri o-d 1. t.o! Opportunit ies 

PIB Otu li( Infor mat i,) Bu tin 

SBM AID Sm-a-t, business Memo 

CBD Commer(. Business DPji l 

LDC Less D., ',upd (untr'i,.1, 941) 

SLDC .l,. t,-d .,_ . Di.l,. p.d (outries (Code (10) 

CODE 935 Free. A'orld ;urtr-e'(r. luding the recipient 
SOunt r 

CODE 899 Free *orld Countries. excluding the recipient 
cuuntry 
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EXPROP Excess Property 

P IO/P Project I mplementation Order/Participant 
Training 

RLDC Relatively Least Developed Countries 

AAO AID Affairs Officer 

RFTP Request for Technical Proposals 

SHORTLIST A listing of potential contractors deened 
qualitied after an evaluation of submitted 
prequalification information. 
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RELEVANT AID GEOGRAPHIC CODESE 

000 	 UNITED STATES 

899 	 FREE LJORLD - Any area or country In the

Free Vlr5ld, encludino the participatling country
 
Itself. "Free Vlorld" oecludzs thz following

are&s or countries: USSR, A bniza, eulprla,
Czechoslovehia, Gortn- Dc -zratic Rcmulic, 
Estonia, Hungry, Lzitvia, Lithuwnia, fRon ania,Poland, Vie!nurn, bNorth Korea, Pec;lo' 
Republic of China, Monsolia, Lcos, Ccrmodia, 
and Cuba. 

901 	 LIMI TED FREE VXORLD - Any area or country

inthe Free Qorld, excluding tha particip-ting
 
country itself and the follovin: d-zvoIcpcd

countries: Australia, Austria, Bel iwa, Canada,
Denmark, France, Germany (Fed. Rcp.), Iran, 
italy, Japan, Luxembourg, Monaco, Natherlands. 
New Zealand, Norway, South Africa, Spain,
Sweden, Switzerland, and the United (ingdorm. 

935 SPEC I AL FREE VJORi D - Any area or country
in the Free World including the participating 
country itself. 

941 	 SELECTED FREE WORLD (THE U.S. AND LDCs)
Any independent country in the Free VWorld, 
except the cooperating country itself and thefollooing: 

Europe 
 Other 

Andorra Luxembourg Algeria LibyaAustria Malta Australia New Zealand 
Belgium Monaco Canada Qatar

West Berlin Netherlands 
 Cyprus Southern Rhodesia
Denmark Norway Greece Somali RepublicFinland Portugal Hong Kong South Africa 
France San Marino Iran Yemen
West Germany Spain 	 Iraq IInited Arab EmiratesI relaiwd Sweden Japan Republic of Congo
Italy Switzerland Kuwait (Brazzaville)
I.eland United Kingdom Saudi Arabia 
Liechtenstein Vatican City 

Yugoslavia 
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Code 941 criteria are set forth by White House directives. LDCs 
must be ,non-European, with zrkual par capita ncaf e o; $1 GM or 
less, and eligible to receive U.S. assistance. Countries in the 
Western Hemisphere south of Cuba end non-Earepean Coitries 
receiving AID assistance do no2 have to meet the per capuita Income 
test. (Handbook 1, Supplement B, Chapter 5). 
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XVI. RECURR ING COST 

A. Ger ral Guidance Satment 

Given the re&lity of the national income and budgetsiluatio- .n most African countries, the Bureau does not requireassrr: oce in all cases that. upt. pr.iject ccailetion, recurringp ject-re!ated incremental costs will be defrayed from some
lpecifically identified source. In a number of cases, suchassurance is not possible. V'hat is important and required, however,is expli;t treatment of the issue, ir the form of an estimate ofthe mag.itude of the budget requirement, if any, at project termin­ation and an assessment of the future need for continued support.
Implications of the recurring cost issue with respect 
to repti,.ation

and/or maintenance of important project activites, systems andorganizations should be spelled out. Such material can then beutilized in broader program level analyses with respect to the nation;al;dget situation dnd its implications in connection with total U.S.ard other foreign assistarace requiremei is in the future. Obviouslyprojects should be des;gned so as to minimize potential recurring

cost problems.
 

B. Discussion and Guidance by Project Type 

Recurring cost, an issue with almost all AID-financedprojects in Africa, should bte vievred %withinthree different contexts. 

1. Revenue Producing Projects (financial, intermediary atnl revenuegeneration type proejcts - primarily in the private sector - includingintermediate credit institutions. (ooperatives, and oth,.r business 
enterprises). 

2. Public Sector Institution or System-building Projects. 

3. Research and Development Projects (Experimentation). 

In each case the issue should be handled somew ,'4differently, as detailed below. in those instances where projectsinvolve some combination of the above types, then analyses should bebroken dowvn accordingly to provide specific treatment of each 
distinct componnt. 



1. Revenue Proching Projects: 

This category requires the rmost riS,-rous
treatment of the recurring cost Issue. Normally it -houldbo co bInld
with an analysis of present end future finnrclal vlbilityof Cho oreni­
zation, project or system assisted. At a minimnn,, pro for'.a state­
ments of each flow (sources end us.s of funzfz) end incwom stalcmc-l
 
should be proj-ctcd for the life of the proj:ct end for o rcaosn-.le

period after termination. Depanding n thz situation, this could run

from one to eny nwumer of years. Assuatio- s concernin- caurces of
funds and operating expenses should be spelled out r-nd Justified. It
is not th, Bureau's position that all recipicnts be fin cilolly vicble
after projact termination; but it is importcnt to be e:zlicit concerning
what percentag., of estimated ongoing cnts will hove Eoh3 .u.Idiz d 
upon 	completion of tne project. Also, the PP .hauld provide an
 
assessment of the probability that edditional nccded resources will

be secured, and from what source. 
 Finally, current end previous

financial statements should be enamincd In an assescment of financial

performance and its implications for future viability.
 

2. 	 Public Sector Institutionand Sstem-bu'lding 
Projects: 

With such projects the recurring cost issue
normally must be analyzed without the aid of standard profitmbility
 
measures. In this case a budgtary analysis of the eicuting agency
or unit is usually indicated. The form such an analysis should take

varies. At a rvoinimum, the percerntage of recurring costs represented

by incremental ongoing project-related activity should be estimated

along with an assessment of the capacity of the oreAnization to 
secure the needed revenue from the Government, an income producing

activity of its own, 
 some other source, or a corrbination of the fore­going. The simple statement by the Host Governnent that recurving
costs will be covere'd is not sufficient. The probability that such 
costs will or will not be covered, and in what degree, should be 
discussed. If possible, a source and a22lication of funds statement
(cas" flow) should be prepared which will show the impact of project­
related recurring costs upon termination and how they presumably 
will be covered. 

3. Rese.rch and Development Projects -
._primentation: 

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. If the research 

http:rcaosn-.le
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effort jr program is a discrete activity that will end with the project,
with findings to be disbursed to benefit other institutions, progjrams, 
or projects, then recurring cost is obviously not a prcelen. Such 
activities could include feasibility studies, planning exercises, a 
census, land use or cadastral surveys, etc. Often, however, the 
expressed purpose of projects of this nature ;s to establish an 
ongoing analytical or research capability, in which case the project
would revert in whole or in part to category number 2 above and 
corresponding guidelines. 



XVI I. THE SUBSIDY ISSUE 

A. General Guldnce Statement 

To the es:*nt possible, direct subsidies to prokic:beneficiaries should be avoided in favor of system and Institutionbuilding, research, and other activities reinted to the developmentof self-help m'cchcnisms and outreach efforts. 

B. Discussion 

A number of LDC governments pursue a policy ofsubsidizing the poor. The approach can be sustained alnost indefin­it#-ly in a country like the United States rihere only 207, of the generalpublic fall ir, o this category, but not in countries where 50 to C30 ofthe total population is engaged in subsistence agriculture. Remwrcesfor subsidies to such a group do not exist or are spread so thin thatimpact is marginal. In some cases impact can actually be negative,especially when small producers are lured into risky investmontsor changed practices when neces.tary subsidies cannot be nmintained over a sufficiently long period. 

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-intensiveproductivity can be just as high, higher in fact, than the large
capital in'ensivt. 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 thesmall producer in many countries %%noconsistently pays in excessof 100% interest to the local merchant or money lender for product;onand subsi-sten( . ( r''dit. Even paying the highest rates for institutionalcredit would leave most producers way ahead of where they are notw.In other words, what is needed in most instances is access to resourceson an economically sustainable basis rather than a subsidy, whichmay benefit an individual or a select group, but which does nothing toexpand or improve a delivery system so that more can benefit ingrealer measure. 
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Subsidies are obviously needed in such areas as 
institution and system building, technical assistance and training, 
research and development. This, In fact, is where most of our 
assistance is targeted. The point is ehat subsidies should remain at 
this level where impact will be permanent in the form of better uallity 
and greater outreach of services, ore:nizational infrastructure, and 
experienced personnel. 

A current example of the application of the cfrjve 
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, technical assistance and training costs. 
Project resources are directed toward institution and system 
building. Before the end of the project, substantial capitalization 
should occur in the cooperative systef, contemplated, and government 
b,,rvices established should be freed to a great extent to focus on 
expansion and replication. 

C. Recommendations 

I. To the extent possible, project beneficiaries 
should pay commercial rates for credit, goods, and services 
received, i.e., cost plus a margin for administration and capitaliza­
tion (in case of pri%,ate 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 be clearly identified, however, together with 
explicit rationales. 

A. in cases ,here overriding reasons exist for 
direct or indirect subsidies to project beneficiaries, such subsidies 
should be clearly identified and justified. 


