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Balance of Payments Support and Special Development Fund

The Balance of Payments Support will use a U.S. dollars Thirty Million (£·30,000,000) grant to
assist Pakistan in addressing its serious balance of payments concerns in a context of significa~

GCP P)"licy perfonnance. The balance of payments support Wi 11 proyi de an i ncentl ve for the GOP t
capitalize a non-governmental rupee Fund dedicated to the strengthening of NGOs and community
based organizations, and to finance grants for women in development and participatory community
dev~lopment activitie~ in the social sector. The purpose of the Fund is to provide support to
en:ities and activities consistently r.eglected by the GOP because they are too small and/or too
r~ote to access to GOP's buogetary process. The result of the cash transfer will be needed
ba1ance of payments support and a GGP policy initiative in establishing a grant-making mechanis,
apart from and additional to the Federal ana provinrial government development bUdgets. S~ch a
grant making mechanism will focus on grass root initiatives by NGOs and community organizati~ns
important but previously neglecteo areas of development concern.

Th~s PAAD amendment will serve to supersede in full the previolls PAAU for this activity which w
ap~roved by uSAID/PAKISTAN on S~ptember 22, 1567.

Director, USAID/Pakistan

CLAUlfIC"~
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1. SUM'w1ARY

A. Reconmenda t i on s

Fundin2

USAID/PaKistan recommends the FY 1988 authorization of
$30 million grant to assist PaKistan in addressing its oalance of
payments concerns in the context of significant GOP policy performance.
The balance of payments support will provide an incentive for the GOP to
capitalize a non-governmental rupee Fund dedicated to tne strengthening
of NGOs and cOl11llunity-baSed organizations, and to finance grants for
women in development and community development activities in the social
sec tor.

B. Summary Program Description
~

The program assistance will furnish balance of payments
support to the Government of Pakistan. The assistance will serve as an
incentive to the Grantee to create a Special Development Fund (SDF),
which shall be estaolished by the Grantee in the amount of 520 million
PaKistan rupees. The Special Development Fund (SDF) Program will
institutionalize an indigenous grant-making capacity outside the GOP and
its PC-l/t.DP/Ministeria1 process. The Fund, tilrough its implementing
agency, will provide grants and technical assistance to NGOs to promote
institution building and professionalism among the NGO community in
Pakistan and support meritorious project proposals, especially in the
area of women in development (WID) and community-level participation in
the social sectors.

C. Statutory Criter!2.

The program meets all applicable statutory criteria.
Appropriate statutory checKlists are inclUded in Annex A.

G. Program Issues

The ANPAC review of this program proposal raised no issues
regarding the rationale for a cash transfer.

A numoer of issues relating to the proposed SOF program were
de,~lt \"ith in finalizing the PAAD. Resolution of issues relating to the
operation of SDF are summarized in Annex F, Part Two, Special Development
F~nd, Section V-E.
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I!. BACKGROUND

A. Choice of Modality

A balance of payments modality is appropriate for several
reasons. First, the balance of payments mode provided the GOP incentive
to adopt and implement the program at a time when budgetary demands are
extremely high and resources scarce. Second, one of the main purposes is
to remove operation of the fund from the usual governmental constraints
and day-to-day control. The GOP wants to ensure that this does not mean
direct USAID oversight as would have been the case under the traditional
bilateral project model. Interest in aChieving policy dialogue success
and in establishing a degree of inde~endence for SDF thus determined the
choice of modalities.

B. Justification for Cash Transfer

1. General Considerations

With a 2:1 ratio of imports to exports since 1975,
Pakistan's Balance of Puyments (BOP) position has been weak and often
under stress. The large deficits in the current account
balance--worKer's remittances notwithstanding--reflect the need to
strengtnen the country's BOP position. Although the 1987/88 current
account deficit of $985 million dollars i~ an improvement over the
1985/86 deficit of $1.2 billion, most of this improvement was not because
of concerted GOP efforts, but rather because of falling ~rices of
PaKistan's major imports--including petroleum--a1ong with surprisingly
(and probably temporarily) buoyant worKers remittances and probaD1y
unsustainaDle export growth.

Given the increasingly protectionist tendencies in world trade, the
failure of Pakistan to diversity and sustain its export 91'owth, the
slaCkening of labor demand in Middle Eastern countries, with a
concomitant fall in projected workers remittances and a ~eteriorating

foreign eXchange reserve position, the GOP will need assistance to
maintain, ':f not improve, its precarious BOP position. While Pakistan's
recent trade performance is 1audaD 1e, uncerta i nty Shrouds its long-term
performance. For instance, the recent improvement in expGrts is due to
Detter internationa~ prices of cotton anu cotton yarn--Pakistan's
principal exports. Imports have shown a decline in value terms primarily
because of the lower prevailing prices of PaKistanis major
imports--petroleum, tea, and ediOle oils. The more disappointing feature
continues to be the cOOlposition of Pakistan's exports, whiCh continue to
be heavily concentrated in rice, cotton, textiles and other
agri cul ture-re1 ated commodi ti E!S. The export base conti nues to be narrow
with no appreciable movement towards manufactured exports_ Meam'ihile,
some commodity prices of Pakistan's imports have started to rise again,
and sooner or 1ater thei r impact wi 11 be ref1 ected on the trade ba1anc e.
Even more serious in the short run is the c(~oination in 198//88 of high
capital outflows to the IMF, SaUdi Arabia, and repayment of foreign
military sales credits.
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Pakistanis domestic budget situation is also a cause of alarm. With
revenues falling Short of current expenditures, the bUdget deficit has
risen tc over 7 percent of Gross Domestic Product (GOP) in recent years
(PFY 87/88 bUdget deficit was 8.9 percent of GOP - see Tab 7). Given the
scarcity of resources, and the fact that the entire development program
is financed by borrowings, miniscule amounts are being allocated for the
development of social sectors. As the budgetary pressures increaSe, it is
the funding for these social sectors that is bound to be cut first.

Under these circumstances, the proposed $30 million cash transfer program
would be welcome relief for the Government of Pakistan even though it
would be associated with the estaolishment of a rupee Special Development
Fund (SDF), focused on the needs of the social sectors. The cash
transfer and the resulting new social sector facili~ would provide the
GOP much needed foreign exchange and simultaneously benefit n~glected

social interests by making available funds outside of the GOP's
cumbersome PC-l/ADP/ministerial approval process, and thus facilitating
grass-roots access to this resource.

2. Balance of Payments Analysis

The following analysis of Pakist~n's balance of payments
highlights the assessment that pressure on the balance of payments
position will intensify in the medium term.

a. Trade Balance

While Pakistan's recent export performance is commendable,
a number of facets of export performance over recent years are causes for
concern (Table 1). First is the rising concentration of Pakistanis
export base, most particularly in products Which are susceptiDle to
sUbstantial year to year variations in price and volume. For instance,
rice, cotton, and textiles account for over two-thirds of all exp0rts
(Table 2). Second is the increasing degree of protectionist measures,
Such as quotas, Which are being levied against Pakistan's exports.
Third, the meager growth of non-traditional exports retards the Sixth
Plan's thrust towards greater diversity and hence greater staoility in
export performante.

Imports have been declining at 2 percent per annum in value terms during
the past three years. Falling prices of Pakistan's major imports-­
petroleum, edible oils, fertilizer--and large increases in domestic
production of Wheat, cement, petroleum and fertilizer have largely been
responsible for restricting the growth rates of imports in recent years.
As a significant proportion of imports are intermediate and capital
goods, it will be difficult to compress them further (Table 3). Imports
of nitrogenous fertilizer have resumed and prices of major imports have
started to rise.



Table 1: BALANCE OF PAYMENTS, 1981/82-1986/87
(US$ million)

1981/82 1982/83 198J/84 1984/85 1985/86 1986/87
Projected

Curretit Account Balanse

Trade Balance
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-1.000
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V.

-188

111
-15

o
-15

203
180
102
-19

1,731

11.7

i
.:.!U

ill
-84

o
-84

999
1.059

-50
-10

612

5.0

.:1J.

::l

.J.
- 2) 6

o
-2.36

243
-146

496
-107

926

6.0
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•• turlty or Itl ••

Ll Includ@. depollt. of (orelan 8O~@t.r1 .uthorltlel end other tt!QI (net).



Table 2: COMPOSITION OF EXPORTS, 1976/77 - 1986/87 fa
(million rupees)

1916177 1977178 1978/19 1979/10 19.0/81 19'1/12 1!JaVU "83/14- 1984/1S 1981/16 1986181

b.... cotton 29%.1 1.102.0 65S.2 3,321.0 5.201.4 2.931.2 3,&96.6 1.171.& 4.J61.0 8,290.5 1.675.7
CA)ucn yam 1,171.J 1.059.5 1.956. I l.03ll.0 l,oSe.a 2.074.9 1.145.9 2.930.1 3,971.5 $,511.3 a,709.1
Cottli"~ ~ lotn 1.601.1 1.741. 2 l.135.2 2.416.0 2.389.6 2,949.1 3,519.0 4.856.1 4.611.8 5.083.0 5.931.1
Ric. 2,417.9 2.408.5 3.180.0 4.179.3 5.601.6 4.127.9 :».612.6 S.6al.4 1.339.7 5.527.2 5.0S2.6
Fisn and fiSh

preoarat1ons 381.3 341.4 462.0 530.5 559.2 789.% 897. t I, 001.1 1.231.0 1.334.9 1.929.7
Tanned luther 647.4 636.5 1.247.3 1.264.4 891.9 1.15~.2 1.195.0 1.9-:'1. 7 2.325.2 l.900.0 4.079.0
carDeCS .md nJ9S 911.9 1.170.8 l.h4.J 2.198.4 Z.24~.a 1.67'.5 1.9n.9 2.322.7 2.030.7 2.692.1 3.419.0
POL I)rodUCts 261.5 625.9 ('!'7.9 1.764.2 1,615.2 2,047.3 985.0 543.0 525.0 507.1 443.7
Sports goo.:.!S 199.1 }94.9 212.1 244.6 312.3 319.5 «z.o 665.0 673.6 786.6 1.000.1
Qaw 141001 7'.2 - 71-.7 100.0 95.0 50.0 112.0 169.0 171.4 261.2 274.0 314.8
Others 1.264.5 :i.il7. I 4,404.5 5.3S8.7 8,303.5 8.011.1 14.536.6 15.410.6 14,613.7 17.684.' 24.6~3.Z

Toeal 1.L.llL..2. 1Z~S. 1~~25.1l ZL~IO.i 29.219.5 26.269.9 34.44'i.1 37.338.6 J7.91!L' 49.592. Z 63.268.0

LA On Sh1~t baSis: dat3 differ rres the b~lanc. of ~ts values due to leads and lags in p~ts.

Source: Federal Buraau of Stat1sJ:1c$.



Table 3: COMPOSITION OF IMPORTS, 1974/75 - 1986/87 /~

(million rupees)

It.. 1974175 1975176 1976/77 1977/71 1978179 1979/~O 1980/11 19i1/1Z 1912/13 19U/U 19.4/1. 191i1" 19&6/11

CapUa I G.oocIs L..lll ~ L.llQ Llli lLlli l.L6.12 .li..Ul. 11....5..U l.L..l.U l.i....ill lLti.I .u...w. ll.M.l

Iron and stHl t)&rs 51 45 3. S7 30 10e 7(, 6S 12 15 9) 101 111
Plates lind Sheets of 'ron i90 512 775 7" 1,067 1.S4:l 1.512 1,514 1.710 2,200 l,059 1.727 I,U3

and steel
tIoGIll an4 str' _ 1ran - 53 17 21 29 21 U -44 ~2 64 73 14' 147
R~u 1t. ana n t l!lQU' trade 4 93 71 2' 7. 207 51 U 5 1 7. 41
Iron and neel ",tnt 53 60 51 59 79 12 50 55 " 65 7. 1O1 115
TubeS, P'oes ~ fttttnes 147 412 lUi' 139 222 no 211 410 425 297 U9 ,., "2
Po-ltr eenerat tne ..en~nery 21 129 259 204 4SIS 414 560 152 1.312 1.2&& 2,&2' 2.731 2,2"

other than elect;rh;
A~J1I"cultural IWIChtnery 295 53. .37 '39 1.090 1.cao I,e.. 1.428 1.943 2 ..22' 1.191 I,Sll 1,5"
Textlle and 1.ath4r cadit..",. 14 7!4 SISI 573 501 615 739 812 177 997 1,:>93 l.nl 2,014
MJac'nne for Spec1.1 'lndu$tr1IlYS 205 407 547 573 521 540 &28 817 1.010 2.307 1.912 1.120 2.147
Electr1c po.er ..cnt~rT 272 4]3 311] 532 633 561 742 '04 136 9~ 940 1.629 997
Road SlGter 'l/ef'ltcla 50S 141 1.059 1.141 1.59. !.7.99 2.345 3.030 3,077 4.S60 4.U2 5.25' 1,5]9
OtJwlrs ) .... 1.941 l,7a7 4,214 4.651 8.521 '.to17 7.792 9,770 9.131 12,521 15.406 16.091

Con~r Gcws i..1.J.j L.U1 un u.u LH2 l...5.U 1...J.J.}. Lll.1 L»l lL.lli li....llZ .li...1ll J.i....Ul-
Wheat 2,461 1,785 ''0 1.337 3.5~5 1.041 U3 S04 .73 85IS 2,750 4,nO 1.114
Other food 931 1,21S1 1,316 2.0711 1.811 2.517 2.983 3,141 3,611 4,45' 5.210 5.131 1,151
Petroleua prc4< :ts 424 390 '01 723 926 1.1lS6 1,114 1.&&1 2.111 1.914 2,411 2,O~1 1.1'2
~~CI~ M4 ~~ la6 272 14& SU 601 751 911& 1.222 1.390 1.aoo 1,974 2,252 2,63'
"rtnt~ atter )4 21 24 49 71 167 100 ')7 92 ,. 11e lJ4 llf
Others 6111 ~.. '32 au au 1.138 1.340 1.419 l,5C2 1.547 1,910 2.142 2.492

bw I'IilltertZlh JJL.ill Ul2 lO...ill l.Lll! .l1-.S.1i ~ li1.....Ul llJll l1....1U 1L.Hl 1L..!lA 1.L..l.U ll.ll2

Crude "trolet.IB 2.145 2.526 2.711 ~.3IC 3.04& $.851 9,'40 12.121 11 ••91 12.149 14.H4 10.640 7,083
Petro le\.d IlrG4UCU LJl) 745 827 712 815 1.27. 2.940 3.H5 4,264 5.524 S.0i/8 4.970 4. DlS2 5,1131
[cUbIc etl 1,297 1.047 1.415 L3U 2.953 2.295 2,625 :!.460 3.670 0.518 ',~54 •• 129 4,062
etoesiu15 625 '13 550 '43 1114 195 1.212 .,,3 1.132 1.532 1,591 2.070 2••7.
Dye,,,,, and tanntftll _t.nals 203 20a 20a 361 311 392 46'~ 4'3 571 613 612 728 l,e42
Fert,l t2ltn 960 559 623 1.041 2.801 2.711 3.51,7 .93 2.1n 1.539 , ,190 2.079 3,247
~tcal ..tert.ls, •• £.S. JU 445 629 44' 429 444 5liO 754 .75 1.201 1,&02 2.090 2,657
p, '11 'ron. 51lonee fOl"lllS of t ron ZSO 64 39 47 96 14{, 120 53 65 •• 108 9') 75
I~l)t .. Drl_ry 'oras of tf1)n 481 134 243 29!!o :nO 329 lill :J6? 207 117 24 31 122
Mon-ferr~ aatals, M.E.S. J J 4 5 2 2 5 1 1 2 2 4 5
Iron and steel forgtngs 17 48 HI 11 14 15 20 9 11 22 U 31 16

. Copper 127 42 SO a. 18 133 1114 145 17. 212 227 292 121
Al~t,.. 106 JS Ilia 140 115 211 2)4 356 282 322 407 ]~4 4841

Otl\e1'S 2,678 2.545 3,091 4.J04 5,210 •• JIO 1,1]0 9,147 9.196 12. I., n,41' 12.694 150,325

Total ~ 20.925 20,465 23,012 27.815 36.311. 4&.'29 53.544 59.4112 61.151 76.707 '9,77. 90.946 92,4Jl

I.l. On an-hal b&S1S (Custoll5 CSata).

LA Peltroleull h'ocluct.s other than CDnSL":U OOOds.

8 DtUer f,.. IDal.,.;!!' ., ~ts r\gures _tnly clue to the exclus10n hont of III1Htary t.-orts,

~c.: Federal ~,~ 0' Stattsttcs,
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b. Invisible Balance

As compared to FY 83, the invisible balance has
deteriorate~ in recent years. This is larg~y due to a decline ~n

worker's remittances esp?cially from the Midc1e East where employment
opportunities are shrinking due to low oil prices and resultant low
economic growth. Worker's r~ittances mal<t'! a very important contribution
to foreign exchar.ge earnings (Taole 1). These remittances grew by an
average of $333 01"111 ion annua 11y from 1975-83. I nfl ow of reni ttances
amounted to $2.6 billion in FY 86 compared to the peak level $2.9 billion
in FY 83, or the more repn><'entative $2.2 bill10n in FY 82, For FY 37,
remittances totaled $2.3 bi Ilion--down by 12 percent over FY 86 1evel,
and 21 percent from thpir peak level. TIley are projected to rtecline by
$100-200 million per year for the next four years.

c. Servi ces

The deficit in services (e.ga freight, insurance, travel,
and ir.terest payments) has increased rapidly since 1981--averaging an
incy'ease of $100m annually (Table 1). A significant proportion of this
increase is due to the growth in interest payments on external deot. The
services account will deteriorate further as Pakistan's debt services
liabilities increase.

d. Current Account Balance

In recent years there has b~en some improvenent in the
current account due largely to rising pri:es of Pakistan's major ex~ortSt

and low'~r pr'ices of its imports. HowP'Y'er j gi'<;'en the declining trend in
workers remittances, and the firming up of Pakistan's import prices, the
current account balance may again ceme under strain, especially if there
is a major crop failure, or a softening of cotton prices 'in the
international market. The current account deficits of the past three
years have been running higher than levels projected in the Sixth Five
Yea; Plan--averaging 3.7 percent of GNP instead of 2.7 per~ent.

e. Balance of Payments

Over the last ~ix years, 1981/82 - 1986/87, the overall
balance of payments WJS in surplus for one year and 1n deficit for five
(Taole'l). The deficits total $ 1.7 billion and surpluses $426m, with
the net deficit over the period averaging $200m annually. There was, no
evidence ot an improving trend in PaKistan's balance of payments for this
peri Ode

f. External OeDt Servicing

r1S'1ng in
for 86/8'7
Fac i 1i ty.
(Table 4)

OeD t servi ce paYiTlent requi renen ts hay E: been 5 teadi ly
the past few years and are expectE!d to approach ~1.1 bill i on
inc1uding repayments to IMF for the 1980/81 Extended Fund

Worl d BanK proj ec t'j ons show debt 5 er'li ci ng 1i ao 11 i ty ri sing
up to 1989 and then tapering off quite slowly. External dent
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outstanding at the end of the current fiscal year is estimated at
$11 billion. External debt as a percentag~ of GNP is estimated at
approximately 31.4 percent, while debt servicing as a percentage of
exports of goods and services is 23 percent.

g. Net 7ransfer of Resources

Because of the steady ri se indebt servi ci"g requi rements
and a gradual shi ft to project loans rather than more qui ckly di sbursi ng
program loans, the net inflow of foreign assistance is declining despite
rising inflow of foreign capital. Net transfers which were 56 percent of
gross disbursement in 1977-78, dipped to 13 percent for 1984-85 (Table
5). However, due to larger gross disbursement of $1.3b in 19B5-86, the
share rose to 24 percent of gross disbursement but is estimated to fall
again to 12 percent in 1986-87. Given the firming up of capital inflows
at existing levels and large repayment requirements to the rr~F, this
situation will further deteriorate in the coming years.

h. Capital Account &Reserves

The capital account may be cause for alarm during the
foreseeable future. As noted in the recent World Bank Country Economic
~Iemorandum, Paki stan I scapi ta 1 account performance has been cna racteri zed
by 3hortfalls in net aid inflows against Sixth plan projecticns, and an
increased reliance on new short-term instruments to mobilize foreign
resources. Since FY83, net aid inflows (exclUding refugee assistance)
have been quite flat in nominal terms (Table l) as compared with the
sixth plan projected growth of nearly 14 percent per annum.

In recent years the GOP has placed increasing reliance on short-term
instruments e. g. forei gn exchange bearer ce:·ti fi catf;s (FEBCs) and forei gn
currency deposits (FCDs) by non-resident ranks, as a means of mobilizing
foreign resources. FOleign exchange be)r~r certificates are negotiable,
rupee denominated instruments carrying high rates of interest and
encashable in rupee or foreign currency at the exchange rate on date of
encashment. Forei gn currency deposi ts, brought ~ n by forei gn commerci a1
banks, entitle these Banks to an increase in their credit ceilings under
the Annual Credit Plan. While both vehicles have attracted substantial
resources, they are also highly vola~le and dependent upon holders'
perceptions of exchange rate movement and other economic factors. These
liabilities, coupled with deposits of some !·1iddle Eastern mOfJetary
authorities, are now quite substantial relative to gross official reserve
holdings. These could be the source of a large reserve drain should
thei r owners \fi thdraw funds.

With steady or even declining real aid inflows and amortization payments
running around $900 million (excluding $300 million annual repayments to
the IMF for the 1981 Extended Fund Facility)~ there will be a need for
external financing of approximately $400 - $500 million annually. The
GOP has been relying on reserve draw-downs wit~ the result that, as of
mid May 1988, Pakistanis approved foreign exchange reserves of around
$700 mill~on were sufficient for only about six weeks worth of imports.
If short-term liabilities (like foreign currency deposits of non-~esident
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banKs and foreign exchange bearer certificates totaling together around
$600 million) are netted out, these approved reserves are worth only
around 2.5 weeks of imports. Given this volatility in Pakistan's Dalance
of payments position, and the large potential claim on reserves posed by
foreign currency deposits by banks, non-banks, and foreign monetary
authorities as well as by foreign exchange bearer shares, Pakistan's
reserve position is far less than comfortaole.

i. Future Prospects

The World Bank Country Economic Memorandum presents a
projection of Pakistan's balance of payments position (Table 6),
developed from base case assumptions of 5.5 percent GOP growth rate,
export growth of 7.1 percent and import growth of 3.8 percent. Under
these base cas~ assumptions, the World Bank estimates that for the
remainder of this decade (FY87-90), a total of $8.3 billion is needed to
cover current account deficits, amortization payments, IMF repurchases,
and a gradual reserve buildup providing import cover of 13 weeks by
1995. Debt servicing and IMF repurchases account for about three
quarters of this requirement. Disbursement of official grants and
cvncessiona1 and non-concessiona1 loans are projected at $6.1 billion for
FY 87-90 (or 73.5 percent of total requirements), with commercial
financing adding $1 billion to this total. This still leaves a financing
gao of $1.2 billion for the three-year period, i.e. an average of $400
million per annum for each of the next three years that may have to be
filled by commercial borrowing.

We consider the World Bank's base case assumption of a 7.1 percent growth
in exports to be overly optimistic. Moreover, the repayments of military
sales credit--wnich are not discretely shown in the accounts--may further
exacerbate Pakistanis balance of payments difficulties. Lower export
growth will also result in a financing gap larger than the $400 per annum
outlined in the World Bankls base case scenario.

3. Internal Financial Analysis

Prior to the tr~nsfer of funds, the Government of Pakistan
will agree to capitalize the SOF over a five year period at approximately
rupees 520 million, with the first 100 million rupee installment to be
transferred to a fund account on signing of the SOF Agreement. This
allocation is expected to be in addition to the normal investments which
the GOP will undertake for development of its social sectors. As the
cash transfer will De i~ foreign currency (dollars), and the rupee fund
capitalization requir~ent will be spread over a five-year period, no
important inflationary effects are anticipated on Pakistan's economy from
this cash transfer.

The following analysis presents a more detailed picture of Pakistan's
budgetary difficulties.

PUblic Finance: Pakistanis budgetary position has been deteriorating
markedly during the past few years with no significant improvement in
sight (Table 7). With expenditure increases significantly exceeding
revenue expansion, bUdgetary savings have turned negative and overall



Table 9: FIUANCING OF BUDGETARY DEFICITS
(Percentages)

1983/84 1984/85 1985/86 1986/87 1987/88

Fi nanci n2- 1UO.O 100.0 100.0 100.0 100.0

Externa 1 borrowi ng (net) 19.9 14.1 27.2 21.0 21. 9

Domestic borrowi ng (net) 80.1 85.9 72.8 78.8 78.0

Non-bank borrowing 48.8 35.0 57.7 56.9 63.6

Bank bo.'rowi ng 31.3 50.9 15. 1 21.9 14.4

Source: Ministry of Finance and Economic Affairs.

PRO:Af.iHussaijl:ni :7/31/88

07881f



Table 7: SUMMARY OF CONSOLIDATED PUBLIC FINANCE, 1980/81 - 1986/87
(Million Rupees)
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Table 8: COMPOSITION OF TOTAL EXPENDITURES, 1980/81 - 1986/87
(% of GOP)

1ge9/81 lia.u.u IUUS] U.U..3.ill 1981/85 1985/86 1986/8

Cons~tlon [wpendltures 10.3 10.7 1Z.2 12.7 t2.9 1% .6 '.J.2
Ci,ner a t Adoft'". & law &Order 1,7 1.8 2.0 2.3 2.3 2.2 2.2
Oe'ense 5.S 5.8 6.4 6.4 6.7 6.6 6.7 i

C~nlty ServIces 0.5 0.5 0.6 0.7 0.7 0.7 0.7
$oc'll Serv'e:u 1.4 1.4 , .7 2.0 1.9 2.0 2. J
[conOM'e: Serv'ces I.J. 1.2 1.2 1. S 1.3 1.] 1.1 -1. :

Transfer Payments 4.5 4. t 4.7 5.4 5.6 5.9 6./
Sub' tc" IS Lb 1.8 1.] 1.] 1.5 1.4 1.S l-
Int,rest pl~nts 2., 2.4 3.0 ].4 3.5 3.7 4.

rorel9" 1.0 1.0 1.] 1.4 1.4 1.4 1-
DomestIc 1., 1.4 1.7 1.9 2. t 2.3 2.

Grant, to loeat Author It 1ft 0.2 O. t O. I 0.2 0.4 0.4 O.
Soc: h 1 Serv'e:u a 0.4 0.3 0.3 0.3 0.3 0.3 O.

Development 8.4 7.'7 7.6 6.4 6.6 6.9 7.

TOTAL [XP[HOITUR£S I.J. n.2 22.5 24.5 24.5 25.1 25.4 26

/.J Irr'g~t'o" expendIture " Included In Table 1.5 but not In Tabl@ 1.4.
£II InclUdes 'trt lllztr :Jubsldy.
a Re'er, to pensions and educatIon stIpends.

Source: rlnlnce Dlv'slon

l
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budgetary deficits have risen from about Rs. 15 billion (5.3 percent ofGOP) for FY81 to over Rs.50 billion (8.9 percent of GOP) for the past twoyears (Tabl e n. With rising deficits has come an increased dependenceon borrowing, especially from domestic non-bank sources. The growth inpUblic domestic indeotedness is accelerating and deDt servicing isabsorbing an increasing share of government expenditures.
Current expenditures, which have grown by about 12 percent per annum inreal terms since FY81, presently account for over three-fourths of allexpenditure. The expansion of current expenditures is due mainly todefense, SUbsidies, and deot servicing (Table 8). Together, these threeitems account for over three-quarters of the increase since FY83.Defense expenditures are Pakistanis single largest bUdget item, amountingto 40 percent of current expenditures or the equivalent of the entirePakistan FY86 Annual Devel ~ment Plan.

Since the mid-1970s, the expansion in development expenditures has beenmodest, with their share in Gross Domestic Product falling steadily from10 percent to the present 6.7 percent. Pakistan also has the peculiardistinction of financing its development budget exclusively throughreliance on borrowings--both d~nestic and foreign. For instance the1987-88 budget proposed to finance fully 51 percent of its developmentprogram from foreign assistance--and the rest from domestic borrowings.Such a heavy rel iance on external assistance can prove disastrous gi venthe uncertainties surrounding foreign capital inflows.

During the past few years, government revenues have fall en short of evencurrent expenditures, thereby leading to a deficit in the revenue account(Tab1e 7). Revenues have rena i ned in the range of 16-17 percent of Gros sDomestic Product with no evident upward trend. The stability of thetax/GOP ratio in the face of numerous government ad hoc measure~ in eachbudget to raise revenues, suggests the basic underlying inelasticity ofthe revenue system. Five basic flaws of the tax system in Pakistan canbe identi fied: (l) tax revenues are relatively s:.:al1--for 1985/86 taxrevenues were 11.6 percent of GOP and financed only 46 percent of totalpUblic expenditure; (2) the tax structure is inelastic; (3) the tax baseis narrow--agricultural income, although one-fourth of GOP, istax-exempt; (4) consideraole tax evasion exists; and (5) there is a highdegree of skewnes s ; n the tax structure--i .e. an OV erwhel mi ng re1 i ance onindirect rather than lJ1iect taxes.

The ri si ng bUdget def; ci t has been fi nartced by borrONi ng--forei gn anddomestic (Table 9). In recent years, the budget share covered bydomestic non-bank borrowings has been increasing quite rapidly--up from37 percent in 1981/82 to 53 percent in 1986/87. As a consequence,government domestic debt has been growing at over 20 percent per annumsince FY80, and dome;)tic interest payments by more than 27 percent perannum. Domestic debt as a sharn of GOP increased from 25 percent to 34percent over this same period and domestic interest charges as a share ofcurrent expenditure have risen from 9 percent to 14 percent. Themarginal cost of domestic borrowing has remained in the range of 15-16percent for the past several year"s. It is qui te 1ikely that governmentborrowings at such high interest are diverting resources that might havegone into private investment.
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4. Summary

PaKistan's bUdgetary situation has deteriorated since 1983.Expenditures have grown faster than receipts, resulting in rising bu~getdeficits. Recurrent expenditures are laden with sUbsidies, defensecosts, and debt servicing. As result, the government is unaole toaddress the known and criticel needs of the social sectors. Moreover,the external account situation can be no source of comfort for the GOP.With rising indebtedness, declining worker remittances and dwindlingreserves, the balance of payments position will come under increasingstress during the next few years.

Given the above analysis, the proposed $30 million cash transfer is amplyjustified. It will not only help to reduce Dalance of paymentconstraints but also serve as an incentive to the GOP to capitalize arupee fund outside the government and its complex processes, making muchneeded resources available to the social sector of PaKistan.
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III. DETAILED PROGRAr1 DESCRIPTION

The proposed balance of payments support program is designed to
assist the Government of Pakistan in addressing its serious balance of
payments concerns in a context of significant policy performance. The
U.S. dollars 30 million balance of payments support will provide an
incentive for the creation and GOP funding (in rupees) of a Special
Development Fund (SDF) (or Fund) dedicated to strengthening NGOs and
community administrative units, and to financing grants for women in
development and participatory community development activities in the
social sector. The Fund will be non-governmental and, therefore, not
subject to the ADP/PC-l/Ministerial approval process. It will make funds
available for entities and activities consistently neglected by the GOP
because they are too small and/or too remote to access the GOP's
bUdgetary process. The SDF will be a precedent-setting GOP commitment to
decentralized development financing and will assure greater allocation of
local resources to NGOs, community administrative units for WID and
community participatory development activities in the social sector.

The Grant Agr~ement for Cash Transfer to be entered into between the two
Governments will provide for an 1mmediate transfer of $30 million to the
Government of Pakistan conditional upon (a) the GOP and USAID entering
into a "Special Development Fund Agreement ll establishing the m,.dalities
of the Fund, (b) the GOP establishing an SDF account to receive over the
program period Rs. 520 million, non-lapseab1e, at the State Bank of
Pakistan or other institution acceptable to A.I.D., and (3) the GOP
transferring rupees 100 million of that total rupee amount to an interest
bearing (or profit and loss) SDF account. Upon fulfillment of these
three primary conditions, as well as additional technical conditions
(naming additional representatives and designating depository bank
accounts), USAID will notify AID/W to transfer the sum of $30 million to
the account of the GOP. The $30 million will be deposited in a separate
account and may not be comming1ec with other funds. The permissible uses
of the dollars will be agreed upon by USAID and the GOP. They will
include financing of essential goods and services, imports and servicing
of external debts. Use of the dollar fundS for military or para-military
purposes is prohibited.

The Special Development Fund Agreem2nt will provide for: (a) a
description of the dedicated purposes of the Fund as described above;
(b) a scheduled inflow of rupees from the GOP to the Fund for a total of
not less than Rs.520 million in five approximately equal inst31lments
over a period of five years, commencing with the date of first signing of
the SDF Agreement; and (c) substantial operational autonomy for the Fund
outside the two Governments but within AID-GOP policy parameters. A
detailed description of the SDF activity is attached as Annex F,
Part Two, Special Development Fund.
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IV. IMPLEr~ENTATION SCHEDULE/PLAN - ILLUSTRATIVE

The cash transfer of $30 million will be made to the GOP when the
policy conditions for the cash transfer are met. The following is an
illustrative schedule of necessary actions and the responsible party.

Action Date Responsible Party

A. Signing the Cash Transfer Agreement Sep. 21, 1988 GOP and USAID

B.

C.

D.

E.

F.

G.

H.

I.

Signing the SDF Agreement

Technir.al Conditions Precedent met.
GOP notified of compliance with
standard Conditions Precedent.

SDF non-lapseable account
for receipt of Rs. 520 million
over the program.

100 million rupees of Rs.520 million
transferred tonon-l apsab1e
interest (or ~l~ofit and loss)
beari ng account. USA 1D noti fi ed.

GOP requests cash transfer.

USAID notifies GOP of compliance
with suostantive Conditions
Precedent.

USAID notifies AID/W to transfer
$30 million to account of GOP.

Cash Transfer completed.

Oct. 06, 1988

Dc t . 13, 1988

Oct. 16, 1388

Oct. 16,1988

Dc t . 16, ~ 988

Oct. 16, 1988

Oct. 22, 1988

Oct. 22, 1988

Oct. 30, 1988

GOP and USA ID

GOP

USAID

GOP

GOP

GOP

USAID

USAID

AID/W
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v. NEGOTIATING STATUS, CONDITIONALITY

The cash transfer and its policy conditionality (GOP agreement to,
and capitalization of, the SDF) has been reviewed at the highest levels
of the GOP. Since concept approval has been achieved prior to the need
to ooligate funds, the Cash Transfer Program Agreemenc will contain the
following Conditions Precedent to disoursement, in addition to standard
conditions precedent.

Except as USAID may otherwise agree in writing, prior to
the disbursement of the United States dollars thirty million
($30,000,000) provided for' in this Agreement or to the issuance by
A.I.D. of documentation pursuant to which such disoursement will be
made, the GOP shall, in form and substance satisfactory to USAID:

A. Execute an "5f1F Agreement" with USAID which shall, at a
minilTlJm include:

1. a des~r1ption of the dedicated purposes of the SDF to
strengthen Pakistani NGO's and community based administrative units,
and to support meritorious project proposals in the areas of women in
development and community-based participatory development in the
soc i a1 sec to r ;

2. a scheduled inflow of rupees to the SDF from the GOP
for a total of not 1ess than Rs. 520 mill i on in five (5) nearly equal
installments over a per10d of f':ve (5) years, commencing with the
signing of the SDF Agreement; and

3. sUbstantial operational autonomy of the Fund outside
the two G~vernments but within AID-GOP negative lists and policy
gui dance.

B. Provide documentation to AID ttlat the GOP has established a
non-lapseaole SDF account at the State Bank of Pakistan or other
institution acceptable to A.I.D. to rece~ve an amount of not
le$s than Rs. 520 million over a five-year perio~ for the
purposes of and SUbject to the terms of the SDF Agreement.

C. Provide documentation to AID that the GOP has transferred
from the aforesaid account to an interest (or profit and loss)
bearing account at the National Bank of Pakistan or other
institution acceptable to A.I.D., in an amount not less than
rupees 100 million for' the purposes of and SUbject to the terms
of the SDF Agreement.
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3(~)2 - NONPROJECT ASSISTANCE CHECKLIST

The criter1a listed 1n Part A are applicable
generally to FAA funda. and should be used
irrespective of the proqram's fundinq source.
In Part B a distinction is made between the
criteria applicable to Economic Support Fund
assistance and the criteria applicable to
Development Assistance. Selection of the
criteria will depend on the funding source for
the program. r,

J .. "

\ ANN LX A

CROSS REFERENCES:.' "

IS COUNTRY CHECKLIST UP TO
DATE? HAS STANDARD ITEM
CHECKLIST BEEN" REVIEWED?, . Yes

A. gENERAL CRITERIA rOR NONPROJ~CT ~SSlSTANCE

1.

2.

3.

FY 1987 Continuing Resolution Sec. 523i
fAA Sec, 634A. Describe how
authorization and" appropri~tions

committees ~f SQnate and House have
been or will be notified concerning
the project.

fAA Sec. 611{alill. If fuc",her
legislatIve accion is required within
recipient country, what 1s basis for
reasonable expectation that such action
will be completed in time to permit
orderly accomplishment ot purpose of the
assistance?

fAA Sec. 20~. Is assistance more
efficientlY and effectively provided
through reqional or multilateral
organizations? It so, why is assistance
not 80 provided? Information and
conclusions on whether assistance will
encourage developing countries to
cooperate in regional development
programs.

Tilfough Congressional
Presentation and Congress
i~otlf iea t ion.

No further legislative ac
lS required within r~~lst

No. This is a Pakistan sp
cash transfer and Pakistan
specific Special Developm
Fund.
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As a condition of the C89h tran~fer.

th~ GOP will be required to fully
f'J:ld the SDF.

1'!tu pruvlHton of US dtol'nrtJ, ",Ill
1111110.,. -f""d.". IIvlIlllIlJlu t,1 Itlc,rfQIC­
IIilT.r",.l'loftlll trud",. lll.I"I'I·"
fund which w111 be eltlablllih~lI Utt

8 result of the cash tr8n8f~r ~lll

8upport private. non-governmental
initiatives by making rupee
ftlBOUrCee lIlvalleble tu Nell" vll'(tIltCtl

the GOP budgetary prOCtHJIf.

Cooperatives vill be eligible to
receive funds. It ld e~pected that
NCOa and community-based units will
seek to support innovutive
techniques and sttltudee(especially
re: Women). will benefit industry
(e.g. increased female employment
and training) end agricultural (e.g)
labor Blving dp.vlces for women).

- " -

~8.~. 6Q1'1). IntoeD.tlon and
COQclullons on Whether a.llltlnoe will
,npourlQI ,ttO[~1 of the ~ount[y to:
,a) l~Q~~.,,·~h~ flQW of lnt.cn~tlpnll

JC148, (~) r?p~'F ~~'Vlt. In\~l~~~v~ ~~4
OO.9~~~~~OPJ (c: encour,ql d,v'lopm8n~
In4 ~I' Of oooperltlvea, oredit unionl,
and ••vlnV8 and loan 1.loelation.:
Cd) ~1.oour.9. aonopoll.tlc pr.ctlc~B:

(e) i_prove teohnical efficiency of
indultry, agrioulture, Ind commerce; ~nd

(f) Itren9then Cree labor unions.

tAA "Ot i21lg~· !ntor~&tlon and
conolul onion how Issistance will
.n<:o\l(19' U.S. private tead, and TIle c810h transfer ",111 lUke dollars
lnve.tlient .bfoa~ and encour:&IJ" ~[lvate available which may be used for US
u.e. p,rtloip3tlon 1n i:Helgn ... _dist.ance private tlsde. US PVOs \Jill be
,rov t ••• (lnolu~lng ~u. of 9 r lvatCl trade eligible to lipply to the rupee SDr
ohGnn~ll and th••ervic •• of U.8. privato for 8raa~ conditional upon the
on r.~r ~~JII. ) • US PVC> hlllv1ns obt a tned COP approval

I of thu PVf) and itu propolied IlfOjE!ct. It 18 .l(pect~d thut us
fAA Bec,. 612Cbl, §~6(bla r'l 1907 PVOa will Ellso provide selective TA at
~QDtlnu.nq BI191ution 21£,.. 507, 52'.. the level of the Implementing
D••orlb. Ite"a taken to AIUlur. that, to Organization and tnd1genou9 grantees.
tbe •• xlau& extent possible, foreign
curreneie. owned by the U.S. are utl1lzod
in lleu of dol18CD to ••• t tho COlt of
CAnefl9tull Ind oth,r .,[vic••.

lAb lIe. Il~. Does th' U.6. own
.~C.18 fOle gn currency of the country
and, if 10, whAt arranqements have been
••de tot itl release?

YCY. However these funds will not be
utilized 89 the GOP is fully rupee
fund1nll the SOFt

r~J\ e,c. 601Utl. Will the assistance
utilize competitive selection proceduros
for: the awarding of contracts. except
wheee applicable procurement cule. allow
otherwl,u.?

."
L'd-J~l{dl. It assistance 1s being
furnllhed under the Sahel Developmant
Progtas. hal I determination been made
that the hOlt government hae an adequate
_yet •• for accountinQ for and controllinQ
r.ceipt and expenditurG ot A.I.O. funda?

. l1-lj87 CQn~loulng Be,Qlyt12D 6§QL i.Ll·
I. di.burlement ot the ~81 stance
conditioned lolely on the blsis ot the
polloi •• ot Any multilateral in8titution?

The dollar cash transfer del inks dollai
from US competir.ive seiection procedurl
The GOP rupee contributions to the SDF
be used in accordance with reasonable
commercial procedures to be establishe(
are not subject to USC procurement

1 •
regulat lCinS.

N/A

No
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I. lVNPINO" CRITERIA rQR NONP2QJECI A~~IST~~

1. • ~gQ11Ct ~;i,.r11 (0' !cgn9Ii~ §ypport

a. FAA Sec, 531',). Will this
, •• istlnc. promote economic and politlcal
Itab1l!ty? To the .aximua extent
fe.libl •• 1. tnl ••su1etance eon.lotqnt
with th. policy directlonl. purpo •••• and
proqraml ot Part I of tho FAA?

b. FAA Sec, S~l'g}. Will &soietanco
undar this chapter be used tor 8illtary
or par,.ilitary activities?

c. rAA Stc. S31fdl. will ESF fundI madG
available tor commodity i.~ort proqraml
or other proqram assistance be used to
qenerate local currencies? If 10, will
at leaat SO percent ot such local
currencies be available to support
a~t1vitl'8 consistent with the objectives
ot FAA s.ctions 103 throuqh 1061

d. ISDCA of 1985 Sec. 20Sv Will ESf
fundI aade ~vailable tor commodity
import proqr4ms be used for the purchase
ot a9r1cult~ral commoditle. of United
Statll-origin? If 10, what p.~c8ntage of
tbl fund. vill be 10 used?

• . I ~DQ. of 19 eS Sec! -lQl. It!5F fund s
will be ul~d to tinanc. Imports by an
African country (under a commodity impact
program or lector proqram). will the
19re.m.nt require that those imports be
u••d to .e.t long-term development needs
in tho•• countr1ee 1n Accordance with the
follow1oq criteriA?

(1) apare parts and other imports
.hall be allocated on the basis of
evaluationa, by A.I.D., ot th.
ability of likely recipients to US8
such Bpare partl and imports in a
aaxiR61ly productive. employment
qenoratinq. and cost-effective way:

Yes. The cash ~~ansier ~iL

pr~vide balance of pay~c~c

suppor~ I:~ 3s5i51: in
?rornotin~ sta~ility. ~~is

c~nsi5:2~: ~i:h I:~e f~~.

~o. It ~ill be ~recluded ~

the Cash Transfer Program
Agreemen t.

•This is not a CI? i'rog:-am ,
there are no loea 1 eurrenc:
"generat ions". The GOP
financed rupee fund will,
hov~vcr, supporr activitie:
consistent with the object:
cf FAA Sections 103 thru
106.

~/A. This is not a commodit
lIDport program.

\iA



"(ii) imports ahall be coordinated
with investments in accordance with
the recipient country'. plans for
promoting economic development.
A.I.D. Ihall 181eSI such plans to
determine whether th.~ will
effectively promote economic
development;

(iii) emphasis Ihall be placed on
imports tor aqr1cultural activities
Which will expand agricultural
production, particularly activities
Which expand production tor export or
production to reduce reliance on
imported aqricultural' ~roduct8:

(Iv) emphasis shall also be placed
on a distribution ot imports havinq i
broad development impact in terms of
economic .ectors and geoqraph1c
reg10ns;

(v) in order to maximize the
likelihood that the imports financed
by the United States under the ESF
chapter are in addition to imports
Which would otherwise occur,
consideration Ihall be given to
biltorical patt.rnl ot foreign
excbangl uaG.:

(vi)(A) 7S percent of the foreign
currencies generated by the sale of
such imports by the government of the
country IIhall be deposited in a .
special account established by that
government and. exc.pt as provided in
subparagraph (B), shall be available
only tor use in accordance with the
agreement tor economic development
activities which are consistent with
the policy directions ot section 102
of the FAA and which are the types of
activitie8 tor which assistance may
be provided under .actions 103
through 106 of the FAA:

'ellA.

~/A

N/A

N/A

N/A



(BJ the agreement shall require that
~~. 90vernment ot the country ~ak~
av.ilable ;0 the United States
Government luch portion of the amount
deposited 1n the special account as
may be d.termlned by the President to
be nec.sliry Cor requirements of the
United Bt.t •• Oov.rnmunl.

f, 1SD<:A 9 C l'H! ~ t;)!;fC, 4W"I. Wll1 ~Ul"
funds be used to finance the construction
ott or the operation or .aintenance of.
or the 8upplying of fuel for. a
nuclear facility? If 10. hal the
Prelident certified that such country
(1) i8 I party to the Treaty on the
Non-Proliferation ot Nuclear Weapons ~
the Treaty tor the Prohibition of Nuclear
We.pone 1n ~atin American (the "Treaty of
',flat.lolco M

), (2) cooperates fully
with the IA!A. and (3) purauea
ponprollferatlon policies conllstent with
tho.e ot the United Statsl?

9. fM Sec. 609, If cOllmodities are to
be granted 80 that sale proceeds will
Icerue to the recipient country, have
Special Account (counterpart)
arranqementB been made?

h. [1 1987 Continuing RGlolution. It
4.liltanel il in the fora ot a cash
transfer to any country which receives in
excess ot a total ot $S million as ca~h

transfer assistance in the current fiscal
year: (a) are all such cash payments to
be Maintained by the country in a
Bepara~~ account and not to be comminqled
with any other funds? (b) will all
local currences that may be qene:ated
with fundm p~ovided as a cash transfer
to luch a country also be deposited in a
epac1al account to be used in accordance
with FAA Section 609 (Which requires such
local currencies to be made available to
the U.S. Qovernnent .1 tho U.S.
determines necessary for the requirements
of the U.S. Government. and which
requires the remainder to be used for
programs a~reed to by the U.S. Government
to earry out the purposes for which new
fundi authorized by the FJ~ would
theaselve. be available)?

,;, .-\

No commodities are to be gr,
which will res~lt in sale pl
accruing to the recipient
country.

(a) Yes.

(b) Tht:re are no "general:io
Rupee Deposits to SDF
required by the GOP wil
used in accord with the
purposes vi the F.~ to
support ~GOs, co~nitv

based administrative u~j
WIO activities and cocmf
partici?ati~g activitie
The SDF is a separate.
auditaole account.
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Ncopro\ect Criteria foc Oty!loQment
Allil~anc! '

a. rM Secq. 102{a}, 111. 113. 28l(a).
Extent to which activity will Ca>
effectively involve the poor in development.
by expandinq access to economy at local
level, increasinq labor-intensive production
and the use of appropriate technoloqy,
epreadinq investment out from cities to
Imall towns and rural areal. and insuring
wide participation of the poor in the
benetita of development on a lustained
bac~a, usinq the appropriate u.s.
institutions; (b) help develop cooperatives.
Glpeci.lly by technical assistance. to
4sallt rural and urban poor to hel~

themselves toward better life. and otherwise
encouraqe democratic private and local
qovernmental institutions: (c) support the
aelt-help efforts of developinq countries;
(d) promote the participation of women in
the national ,conom! •• of developinq
countries and the improvement of women's
Itatus: and (e) utilize and encouraqe
r89iont1 cooperation by developing countries?

b. fAA Secs. lQ3. 103h, 104, lOS, 106.
120-21. 18 assistance being made available
(include only applicable paragraph which
corresponds to Dource of funds used; it more
than one fund source 1s used tor assistance.
include relevant paragraph for each fund
source) :

(1) [103] for ~grlcultute. rural
development o[ nutrition: it so
(a) extent to which activity 18
specifically designed to increaae
productivity and income of rural poor;
(103A] it tor agricultural research.
account ahall be taken of the needs of
small farmers. and extensive use of field
testing to'adapt basic research to'loeal
condition. ShAll be aa4e: (b) extent to
whion I •• latance 1. u••d 1n coordination
with .ftOKts carried out under Sec. 104
to help i~prove nutrition of the people
of developing countries through
encouragement of increased production of
crops with greater nutritional value;

N/A

T~is Projec: l5 encic2~:

ESF funded.

N/A

~/A



lmprovem~nt ot planninq, research, and
education with respect to nutrition,
particularly with reterenC9 to improvement
aq~ 9xpande~ use of lndiqenously produced
~ood.tutfl: aq4 the undettakinq ot pilot or
~~~9nltrat1on froqrams explicitly addreluing
~~. problem of ~alnuttlt1un of poor and
vuln.rab~e people: and (~) oxtent to which
activity increa•• , national tood ••curlty by
1mprovlnq tood pollciol and manaqement and
by 'trenqtheninq national tood re8eLv~e.

~ith particular conce~n tor the needl ot the
poor, throuqh measures encouraqinq domestic
production. building national tood reserves,
oxpandlnq Ivailable ,torlq_ facilities.
reducing pOlt harvest tood 10118., and
improving tood distribution.

(2) (104) tor population planninq under
Sec. l04(b) or health under Sec. l04(c); if
80. extent to which activity emphasizeD
low-cost. integrated delivery systems for
healtb. nutrition and family planninq for
the poor'lt people. with particular
attention to the needs ot mothers and younq
children. using paramedical and auxiliary
medical personnel. Clinics and health posts,
commercial distribution sys.tems. and other
model of community outr,arch.

(3) [lOS] tor education. pUblic
administration. or ~uman resources
development: if &0, (a) extent to which
activity strengthens nonformal education,
makes formal 6ducation moce relevant.
especially tar rural families and urban
poor, and 8trenqthens manaqement capability
ot institutions enabling the poor to
participate in development; and (b) extent
to which iSli'tane. provide••dvanced
education and training ot people ot
developing countries in 8uch disciplines a.
are required for planning and implementation
ot pUblic and priv&te devolopment activities.

~/A

N/A

N/A
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(4) [106] tor technical assistance. enecQY.
research, recon8tructio~, and selected ~/A

d.velop~.nt probleml: if 10. extenr. activity
i. :

(i)(a) concerned with dat~ collection
and analysis, the training ot skilled
personnel, :esearch on and development ~/A
ot suitable enerqy lources, and pilot
projectl to test new methods ot enerqy
production: and (b) facilitative of
reSe4tCn on and development and use ot
small-scale. decentralized. renewable
enerqy sources ror rural arean,
emphasizlnq develupMent ot enorqy
resources which are 2nvironmentally
acceptable and require minimuM capital
inv•• tm.nt:

(11) concerned witn technical
cooperation and development. ospecially
with U.S. private and voluntaty, or N/A
reqion&l and international development,
orqanlzat1onl;

(lil) research into. and evaluation
of. economic development procosses and N/A
technique.:

(iv) reconstruction after natural or
.anmade disaster ~nd proqrams of N/A
dilaleer pc,paredna•• ;

(v) tor .peclal development problems.
and to enable p,oper utilization of
infrastructure and related projects ~/A

funded with earlier U.S. assimtance;

(vi) for urban development. especially
BlIlall. labor-intensive enteqd:ises,
marketing systems for emall producers. N/A
and financial or other institutions to
help urban poor participate in economic
and locial development.



(5) [1-20-21] !Ot the Sahelian reqion; i~
• 0 , ( I) 81 t, n t to wh 1ch t he r I 1.
lnte~nat1onal coor41nlt1on in plannin9
Ind implementation; participation and
support by Atri~ln countries and
organization. in determining uevelopment
prlorltl •• ; and a lonq-tecm. mUltl-donoc
dev.lopme~t plan which call. for
equitable butden-Iharing with othor
donors; (b) has a determination boen sade
that the host government has an adequate
.ystem for accountinq tor and controllinQ
receipt and expenditure 0' projects funds
(dollle8 or local cureency generated
theeeteoll)?

c. fAA Sec. \07. 18 special emphasis placed
on use ot appropriate technology (defined as
relatively amallet, cost-saving, labor usinq
technologie. that ace generally most
appropriate tor the small farms, small
bUlines ••• , and small incomes of the poor)?

d . roM 5 ec. 28 l( b} • De Bc r i J 8 ext en t to
Which the activity recognizes the particular
needs, desiros, and capacities of the people
of the country: utilizes the countrY't
intAllectual , ••ourc.I to encourage
institutional development; and supports
civic education and training in skill.
required rot erfective participation in
govern.ental and political procels ••
ossential to lelt-government .

•. I'M Sec. lOl(a). 0008 the activity qive
r.a.oncl~le promise ot contributing to the
development of economic re80~rCe&, or to the
increase of productive c~pacities and
self-sustaining economic growth?

S 1.-\

N/A

N/A

NIl'..



collectior. and analysis, the
·training of skilled personnel,
research on and development of
suitable energy sources, and
pilot projects to test new
methods of energy production;
and (b) facilitative of
geological and geophysical
survey work to locate
potential eil, r.~tu~Al ga:,
and coal reserves and to
encourage exploration for
potential oil, natural 948,
and coal C8secves.

(ii) technical cooperation
and d~velopment activities,
especlally with U.5. private
and voluntary, or regional and
international development,
'~rg~nizations;

'(iii) research into, and
evaluation of, economic
development processes and
techniques;

eiv) reconstruction after
natural or manmade disaster;

(v) for special development
problems, and to enable proper
utilization ot earlier U.5.
infrastructure, etc.,
assistance;

(vi) for special development,
esnecially small
laoor-intensive enterprises,
marketing systems, and
financial or other
institutions to help urban
poor participate in economic
and social development.

N/A

N/A

H/A

N/A
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(5) [107] is appropriate
effart placed on use of
appropriate technology?
(Relatively smaller,
cost-saving, labor using
technologies that are
generally most appropriate for
the small farms, small
businesses, and small incomes
of the poor.)

c. FAA l18(c) and (dl. Does
the assistance comply with the
environmental procedures set
forth in AID Regulation 16.

:Ooes the assistance take into
consideration the problem of
the destruction of tropical
forests?

~·d. FAA Sec.' 281(b) Describe
-~extent to whIch the activity

recognizes the particular
needs, desires, and capacities
of the people of the country;
utilizes the country's
intellectual resources to
encourage institutional
development; and supports
civic education ~nd training
in skills reqUired for
effective participation in
governmental and political
processes ~ssential to
self-government.

e. PAA Sec. 122(bl Does the
activity give ~eClsonable
promise of contributing to the
development of economic
resources, or to the increase
of productive capacities and
self-sustaining economic
~ro~th1

N/A

N/A

N/A

N/A
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June 23, 1~~7

Mr. At tab Anmed Khan
AJditlonal tieCr~tary

Economic Aftairs Dlvision
Minl~try 01: PinliIlce a.n~ Economic Aiiairs
GOv~rnment ot PaKlstan
PaKistan ~cr~tdriat

Iala.'ld.Oad

A;;; you ~'t: IJ\.JQ(I:, tll~ 11HI:,HUIl Olre-::tu( aIlcJ I helVt: J1SCU~StKJ tnt:! Cd.:i11

'frcm.srt:[ emu the ~p:.'Clal l)~velo~nt fund with tnt: Mlnl~tt:r fv' PldllUW'3
and Dt!ve.lopll~nt. 'ftle:ie Ui~cuSilloru; hdve resUlted in a nUllOe( or
'£nforlC\Ql ' und~rstandlng~ willen address some basic concerns as to t.nis
actiVlty.

',I.'nese • inrorJl\dl li
W1de,stdIll:lin9~ were deVl;lloped with Me. Ki..Ceeffi Iqoa1 wno

ha.i ~n aBsignea to worK on this mattt:!( (W tnt! Consultant to th~

Minister.

I un~(titetna tnat Mr. IyDal will be providlog you Wlth a copy ot our
IIlflfOOllii111 SUJllHary of Undtlratandlny.

Tnank 1'00.

~ou.rJl ainctitwly,

s~/-
Staftlen J. Spielman
R.egia1a.l ~l ~iaor

c.c. 1t\C. Kdr~n Iqoal
COnaultant to the Mlni~ter for ~.lannlng

and Dev~loPlDWlt

I~lalllaOGd
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Immediate/by Special Hlsaanger.

ANNEX B
No 2(2}US-I/87

Go \'l: rome01 of Paki,\.I.II

MINISTRY OF FINANCE AND
ECONOMIC AFFAIRS

(ECONOMIC AFFAlRS DIVISION)

Tele.,..m: ECONOMIC
TeleJ . ECDIV No: O~·63~

JOINT SECRETARY
Phone: 821437

IslomobcJJ. tbt ..Ut;tl. AUi\l,t • .I9 88.

Dear Hr. Norris.

Pleaee refer to USAID'8 letter dated June 23. 1987

rel.ting to "Special Developaent Fund" and the propoaal for

cash transfer of US$ 30 million au b8lance of payment aupport

eeided that :-

Tho Trust viII rleaive donatiODD froa the

Federal/Provincial Govern.lnts. privatI

aector and foreign donor countrie••

a)

I Am pleased to inform you that the Government of

akistan have decided to eatablish • "Truat for Voluntary Organizations"

TVO) to provide financial support to the NCOa. It ha. al.o be'D

88ietance Programme.

srant to the Government of Pakiatan under the poet 1987 Economic
1,./.. ~~ 3 tg it I
leTf,;\.\ At 110" o"IU 1"'0 A
t--!1~(

D .........
IUU .7

'-""" ....... '10..... I .......... ,"
nc
'0101 ./
lU

E I ..,..- (w.
1<0

C'"cro
,..~

Hi
'IlOt.....,

The donations/contributions made to the

Trust ~ill be completely exempt from tax.

b)

c) The Trust shall be administered by • Board

comprilJing 13 mllllbeu Lit. 10 froll the priave

I .ector and 3 representatives of the Government

i.e. Economic Affairs. Finance and Health &

Social Welfar~ Divisions. Thf representatives

of the Provin.eial Governrae,.,ts shall be coopted

8S members IS and vhen raqulred.

d) The 'Cruet will function u a cOlllpletely

.utonoft~u! orsanizations. The foreign

asslstnnce/lid to th€ Trust shall, hovever.

be negotiat.ed and channeled through Economic

Affairu Diviaion •

• ) Fund. $vail.ble vith the Truet viiI not be

u~ed for the purpose of charity. Notvithstlndins



the genrality of its charter, tr.e priority

objectives of the Trust shall be as follows:

i) Provide technical assistance to professionalize
the indigenous NGOs community by up-grading
skills and impr~vln8 ita capacity to prov~1e

servicem on aelf sustaining baais.

Ii) 8ring private sector in the fielda of Health
and Education and help in establishing centres
of excellence in these fields.

iii) Assist in establishment of nev innovative
institutions in Science and Technology.

iv) Support community hu.d develope.Dt progtaDlftf'1P
e~pha8izln8 development of woments centres,
construction of rural roada, provision of potable
drinkinR wster and development of basic
88nitation servIce•.

f) Tho Standing Committee on NCO. comprising Secretarie.

of Economlt Affairs, Finance, Planning. Education, Health

and Population Welfare Divisions shall continue to

perform its allocative functtens for channelization of

aid to the above Tru.t a. well .e other Trusts and

large inatltutiona. The Comaltt.8 would Dot, however,

h. involved in the aanese.eat ot the recipient
'. I, '. J. f.' _ '~". .

10llUtuUon8.
) l) : " • ~ k" :l , ~

3.

• " J
Tho reque.tll lor lonisn ulI18t/lnce frOIl NCO. may

be received by the Trust directly or lrom the

concerned Ministries/Provincial Government.

It i5 requested that neces~arl action ~ay now be

taken (or the cash transfer of $ 30 million to Government of

Paktstan for assistance to NCO's 8A d18cuB~ed earlier.

With best reg~rds,

Yours sincerely

£~ A.. )v

A. GHAfOOR HIRZA )

Hr. Ja~es A. Norrie,
Director,
USAID
Ishmsblld.
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1. THIS CABLE TRA~SMITS DRAFT LANGUAGE FOR T~E. C~

FOR TE! SU~JECT PRCGRAM, W~ICg PER REFT!L MISSION EA5
PR07IrlD AN AI-Eoe D!LE~ATION OF ~rTE0RI~Y TO
APPROVE. nns IS TO ADVISE TEAT AIr INTENts TO
OBLIGATE US DOLS THIRTY MILLION I~ FY 87 FOR T~E

SUBJECT PROGRA~ FRO~ ECONOMIC SUPPORT F~NDS (ESr) A~~

TSAT SAID OBLIGATION SnALL BE IS TEE ro~~ OF A "CASP.
TRANSFER" RATRER TEAN IN TEE PROJ~CT ~OD~.

",3. NARRA1IV~ IS AS !O:LO~S:

PURPCS~: TO PROVIDE A CASE GRA~T TO (A) ASSIST T~~
GOV~R~~E~T OF PA!IS!~N I~ ~DDRESSI~G rTS BAL~NC~ ~r

PAY~~~T PRC:E!.!~~ A~I:; (~) S~RV::: AS A~ I~C ~NT rn: 1'')
~!JOR POLICY INITIA~IV!S OF TH~ GO? IN CR!ATIS~ A
SP~CIAL DE1ELOP~~NT [U~D OF AP?ROII~!!!LY

RS.52~,3a~~0~0 D!JICAT~D TO STRENGTEI~IN~ or NGOS ~~~

CO~MUNITT A~MINIST1ATI1! u~rTS AND TO ~I~ANCI~G

GRANTS IN S~PPCRT OF ~O~~N IN D~VE~OP~3NT AND
P.~TIC:?ATC~! CO~~uNITY rE7EL~?~EN~ Ar.TIVITI~S IN ~E~

SOCIAL S~CTOR, AL: T=ROOGR ~ 1UN~I~G I~S~RCMENTA:ITY

OUTSIDE THE ~OV~~~MENT.

BAC<GROCND: PA!ISTAN'S ECONOMY g,S A CHRONt: BALA~CE

or ?AY~ENT PROBLEM EXPECT~: TO ASS~MS C~ISIS

DM ON CY.. ASS I ~ I:; D IStAM!3AD ~1~5~9/~1
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PRO?O~TIO~S OVE? T~E S~ORT ANJ ~~DI~M TE?M.! NC::t r ASIN GL!, P~0 TEe T I:) ~ 1ST T Ii.: ~l ;; ENe I ES I "l .~ ') ~ I. DT?ADE, ~A.i..;I~G "'OF-LD ??I~rS, SLAC(.f.I.,j!~S U~J? rE~AN:'IN MID~LE FA5!E?~ COUNT?I!S ~NC D~CLI~~ I~ ~O?~
RE~IT~~.,";CES AhE LI~ELY TO LEAD TO .'. CONTH.,::!I.JGDETERIORATION OF PA~ISTA~'5 1~fII~~ ~~C~ANGF R~SFRi~POSITIJN FO~ TF? RF.MAI~C?R OF T~~ 19StS.
PAlISTAN'S DiVELOP~ENT EAS BEEN CR~RACT~EIZ~D ~r ARAPIDLY D~TERIORATING AND C6RONIC~LLY U~D~~ F~NrE~SOCIAL INFRASTRUCTURE. TEE CONSrl(UE~CES OF T?ISNEGLECT ARE PARTICULARLY STRI~ING I~ PA~I5TA~'S
rAILU~E TO CTILIZE O~ DEVELOP N~OS OR GRASS-?OOT:.A.DMINISTRATIVE UNITS, AND ITS' FAILURE TO ADDRESS T::~SERIOUS CONSTRAINTS TO I~PROVING T~E ST~TUS OF
~CMEN. AS A R~SULT OF TE~ GOP CFN1RALIlE~ APP~0AC~TO DEVELOP~ENT PROGRAMING, SMALL SCA!! DEVELO?~!~TACTIVITIES, SUCE ~5 T30st TYPICA~LY UN9LRTA~EN EYNGOS ANDIOR co~~r~ITY AC~INISTR~TIVE UNITS, CA~SELDOM BECQME REALISTIC CANDIOATgS FO? G07rRN~r~TrUNDING. SI~ILARLY, ACTIVITIES IN SU??O~T O~ ~or!~IN DEVELOPr-cENT CO~TI'lt.:3: TO :e~ A SlIFJ:£':T 01' t("11BUDGETARY PP.IOFITY FOR TjE GO?

PROG~AM DlSCRIP'f!ON: TE~ P10POSE!) P!tC'-;'~A~ '«ILLPROVIDE A US DOLS THI~TY ~ILLION Esr CASF GPANT TOTHE GOP ro~ BALANC~ or PAYMENT suppo~r CONDITIONEDUPON THE GOP ENTERING INTO A FORMAL AGR!IM!NT ~ITHAID ESTABLISHING AND FINANCI~G A NON-GOVERN~!NTALSPECIAL DEVELOPME~T rU~D. Tli~ PRoaRA~ WILL PROVIDE
HUC~ NE~DED BALANC! or PAYMENT RELIEF TO T~E GOP PUT
I~ THE CONTEXT or A SIGNI~ICA~T POLICY INITIATIVE BYTHE GOP. TEE CREATION A~r GOP C~PITALIZ~TIO~ CF !SPECI}s.L DZVELOPt-1ENT FUND .(SDF) TO OPl:?AT£ OUTSIDE
GOVERNME~rAL BtmGETARY AND DE'II:L()P~"i~'!' P?O~RA~INGPROCEDURES IS TEAT INITIATIVE.
TEE OEJECTI7ES OF SDr ARE T~ STR!NGT~~~ TE!PROGRAMING AND ~ONITORIN~ CAPABILITISS OF T2~
NON-GOVERN~!N~AL OP.GANIZATI~NS (NGOS) AN: co~~v~rTr
AtMINIS~RAT!VE CNITS. A~D TO SUPPORT SPECIFIC WCMENIN rE7ELOP~ENT AND COMMeNITf PARTICI?~TO?Y
DEVELOP~EN~ ACTIVITIES. TEL ~ISSIO~ ~NVISAGLS AS
ARRANGS~EN~ UNDER W~IC8 S:F IS IMPLE~ENT~~ ?U?5JANT
~T
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T~ A FOR~A~ S~F AG~~E~~N! AN~ IN ACC~D~ .ITF. ?ERIJrIC
Gui~A~CL FPC~ A GOP-USAIC-NGO POLler E~A?D. T~r

I~?L~~i~TATIO~ A~n Ar~INIS7~ATIO~ OF SfF ~I:L ~~

li ~; ~ ERr ..It!'. EN BrA FRIVATE S~ CT~ P CC~ ? A~ '!', RI ?0 P. TIN G If:)
TE:€: GO?, AID A~D TEE POLICY }vARD. TH~ PO!.!CY 5:JA~!)

AN~ TEZ IMPLE~ENTI~G ORGANIZATION wlL: E~ 'SSI~TE: P!
A GO? USAIr-~GO ADVISORY COUNCIL ~~ICE ~IL: S~RV! AS
A ~OtY OF !XPERTS TO TE~ SDF. TEE I~~LE~[~~I~G

O?~ANIZATION ~ILL ~AVE PRI~ARY P.ESPO~SIEILITY fOP.
SOLICI~ATION, REVIS" SELICTIO~, DISBC~SEMENT AND
~ONITORIN~ OF G?ANTEES. TEE S~F WILL, A~O~GST CTE!?
THINGS, MAiE FD~DS AVAILABLI FO~ (A) GRANtS AN~/OR
LOANS TO NGOS AND COMMUNITY BASEr AtHINISTRATIVE
U~ITS, (B) COSTS A~S~CIAT£D ~ITE D~VEIO?IN~ AN~

U:ILIZING A~ S~F I~~L~MEN~IN~ ORGA~IZATI0~, (8)
TECP.NICAl ASSISTANC~ AND TRAI~I~G FOR TEL
I~PLEMENTING ORGANIZATION AND G~ANTiIS, I~t (J) lOCAL
CO~~ODITIES FOR TEI IMPlEMENTI~~ O~G\~IZATION ~~D

G?ANTEES.

TE~ PROGRA~ IS rZSI~NED TO: (A) PROVIDE t~lANC£ O~

PAY~ENT SU?PORT TO TEE GOP I~ 7E~ CONTEXT OF A
SIGNIrICA~r POLICT rNITIATIVE BY rr·~E GOP AND (B)'
CFEAT! A NON-C07ER~~~NrAl INSTITUT!O~ W~ICR ~ILL
PROVIDE rUNDING AND EXPE3TISE I~ SDPFORT or ~ID AND
SOCIAL SECTOR ACTIVITIES T~RCUG~ NGOS AND COMMUNITY
A~~I~I5TRATlvE UNITS.

RELATIONSHIP OF PROJECT AID COUNTRY STRATEGY: TEE
BALANCE or PAYME~T SUPPORT PROVIDE~ TEROCGE TRIS US
DOLLAR CASE G~ANT IS I~ ACCORDA~CE wITH TE~ Esr
GBJECTIVE5 OF TE~ AID ?ROG~AM. TH~ CC~~ITIO~ING O!
T~IS CASH ~?ANT ON THE DESCRIBEj GOP POLICY
INITIATIV~ IS IN FDRTEiRANCE OF AID'S COUNTRY
STRATEGY TO A~~FESS PFEVIOUSlY NEGLECTED IN TFE
USAID/P!!IS!AN PORT~OLIO, E.G. NGOS, LOC't
INITIATIV!S AND ~O~EN IN r,EV~LOPMr.NT. THIS PROGRA~

ALSJ SE~VES TO FnR!~~R AI~'S I~!EREST IN STIMULATING
TE~ GOP T8 C8~SI!E~ AND ~XFEJIM~~T rITS CECENTRALIZEr
DEVELOPMENT ?ROGaAMI~G AND U1ILIZATION or THE
NCN-G0V~R~~E~! SECTOR.

B~NE!ICIARr~~: Tj~ p~rNCIPA: B:~~rICIA?!IS O? TEIS
PROGRA~ WILL ~s PAlISTAN'S ?OO~ AND O~DER?~IVIL]~ED

PCPULA~ION AND/OR AREAS, AC10SS ALL T:3 SOCIAL
SECT~?S OF tE~ ECC~OM! ISCLa:!~~ P.~Al~3 ANJ
S ..ViIT\TION, ECCSI~G, CO/'":'1U,\jICo\~ION, !:DOCATION, AND
S:-JCIA: '.:::?ARE.

EOST COU~TP.T A~D Ora!R DCNORS: AS A CONDITION or TE~

CASS T1tANS:Eil. T21: ~OP IS ::!?EC~ED. TO CO~T!UEUT3

AP??OXI~AT£~Y RS. 520 MIL:I~~ TO A Sr~CtAL

tEV3LC?~E~~ reND. AS ?RES~N~t1 ST~aC~~RED, ~O O~S!R

t-oNOR CONT~!!UTI()N TO rE~ i'UN!) IS RE~t'!RED. IT IS
EIP!CTZD, HOWE1!!, THAT T~~ I~PLEM!NTING

ORGANIZATION, rei ~CP AN~ USAID Jlt: ~XPtOR3 !3~

POSSI3ILITT OF O!RER !ILA!ERAL DC~ORS, ~ULTltATERAL

DONORS AND PRI7ATE PHILANTo.ROPISTS CONT~I30TI~G T~

O'fiJ"LaS<:I"'I"~Uf1 ~ •• .., ~ .&:. J..r ISLAMABAD 013629/22



~A:O~ OC:?UT:: (1) ~O~EST PALA~C~ OF PA!~r~TS S~:FC?!TQ T?:: ~OP. (2) CREATION OF AN INtI:;~NOCS
G?A~~~~A~ING E~TITr TO SUPPORT SOCIAL S~CTO?
PROGR'~IN~ OUTSILE TE! GOP D~VELOpMENT
P?OGRAr--ING/EODGtTARY PROCESS, (3) INC.~.~.'S~D F:'~;)I~~FOR SOCIAL S::CTO~ ACTrVITI~S, (4) INC:iE.~SEI~ GO?UTILIZATION or tECE~TRALIZ~D DEVELOPME~T PEOG~A~IN~FOR THE SOCIAL ~ECTOR, (5) INCREASED ~GO A:lDCOMMUNITY PASED DEMAND fOR CONTINUED DECENTRALIZED
DEVELO?~lNT PROGRAMING, (6) STRENGTHE~ING A"4!;INCREASED NGO AND CO~MUNITr EASED ACTI1I!Y IN TRESOCIAL SECTOR, (7) A SIGNIFICANT ~C~5E~ OF GRANTS TO
STRENGTEE~ NGOS AND COMMUNITY ADMINISTRATIVE UNITS,AND IN SUPPORT or NGO ACTIVITIES FOCTJ~~~ 0" TEr
tEVELC?~ENT O~ STATUS OF ~OMEN A~D CO~r.VNITY PASErPARTICIPATORY AC~IVITIES IN TEE SOCIAL S~C~OR.

AID-FINANCED INPUTS - LIfE OF PROJEC~ r0LLA~S. CA~~TRANSFER - US DOLS TSIRTY MIL~IO~. R~PhEL
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ANNEX E

1~·73~·17 tow, .'I'~
OHI :S~loa

aRia. &ID
DI8', lID

1j' rOLLOWING IS An A.I.D. POLICT INSTRUCTION REGARDING
IHPLII1IHTATION or THE " e7 CONTINUING RISOLU'rION
PRO'IS30H ~EQUlflINO 5tPARATE ACCOUNTS FOR DOLLARS AND
LOCAL CURRENCY UNDO ~r CASH TRANSfERS IN CERTAIN
INSTANCES. THESE aUIDJ:LIN~:S APPLY ONLY TO £Sf CASH
'HANSfIRS AND NOT OTREN FORMS or DISBURSlHINT UNDER Isr
ASSISTANCI (PROJECTS, C.IPS) •.

0" rILl: PRO
ACTION: PRO

INPO ••• DD.~DH.PN
UO.~ID/Q.R'.cn

fl. ·
1.0, 123ee. N/A ~Yl
'I'10S 'J ......--~~i··
'UJJ~Cfl Isr CASH TRANRFtH. ASSlSTANCX - HIli STATUTORY . ~CTI
'IO'I810N8. . hi I

A.hl _ 1.
r'h,,! .I!,{Q, .•_
~. '. I .•••.;J: .,.._~

, , "·!t .,

v -32-
ACtION Aln IN'O AN" nON ~OON ~,R41

'ZCiCILO;~3 '
P' UIRIL I

DI JUlIO I 'le19/~1 "~~l t tB' . .'
Z"I UUUUU ZZB • .
P 221111% JIB 87 ZZI

'21A l!Cl
-:N~)S IleTrON 81 or i? ITATI '.~2tJ1e

. - -. .

AIDAC NAIROBI rnR R"nso/r.A- ARInJAH lOR RIDso/veA. ' .

.
2. IN ACCORDANCE VJTH STATUTORY PROVISIONS CONTAINID IN
'Ht It 19B7 CONTINUING RKSOLUTIOH, ALL COUNTIIIS
Rr.CElfINU CASH TRANsrr.H ASSISTANC! IN RXCESS or DOLLARS
e HILLION OBLIGATID AfTIR flBRUARY I, 1987, ~JLL If.
REQUIRED TO ESTABLISH SEPARATE ACCOUNT(S) INTO WRICH
WILL BE PLACED fur DOLLAR ASSISTANCE AND, IF AND AS
H~QUIRXD BY TBE CASH TRANsr8R AGRX~HINT, SPECIAL
ACCOUNT(S) rOR DEPOSITS or LOCAL CURRENCY. (VIST AFRICA
e7A lRANC ZONE AND CARIBBEAN EC COUNTRIES VRICH BAVI
TBIIR CASH !RANSfiR AGRf,lt1tNTS DENOMINATED OR DISBURSID
IN LOCAL CURRENCY REPR!SENl SPECIAL CASIS ON VHICS AID/V
VI LL II lORVA RDIHG ADDI TI OHAL eu IDANeJ. ) TBE BOUS J

APPROPRIATIONS COMMITTXr, REPORT ACCOMPANYING !RI
CONTINUIHG BlSOLUTI~N ALSO DIRleTS THAT DlPOSI1JD LOClL
CURREHCY IE rBAC~A~Lr AND NOT Bi COMMINGLJD.

3. DISBURSZMINT or JUNDS SRALL !I HADS BY A.I.D. OPON
TBI BI~UIST or R1CIPIINT ArTIR SATIS7ACTION 07
CONDITIONS PRECEDENT. RECIPIENTS or CAsa TRANS1~!S ILL
BI IJPJCTlll TO ACCOUNT 10K TPr. DISPOSITION or FUNDS
AfTl1 SUCR FUNDS ARE DISBURSID BY A.I.D. ACCOUNT1PILITY
roB 1UNDS WILL 'ARY rR01 HECIPI!NT TO RICIPI1NT
DIP1NDING urON TH! NA'U~! OF TR~ ASSISTANC1, fHi

-lHtilfR-iffG

oi1'it
4

a iliCIP'I.~N·;-rS AcCOUNTr~(}·3TS'f:TM. ,n 41_

'POLITIC1L INYIHONMr.NT AND OTBEF rACTORS. (5Z) ALSO
PARACRAPS e BILOW.) IN ALL CASIS. THI DOLLAR ACCOUNT
INTO WHICH THI fUNDS ARB DEPOSITED AND FROM VRIes THI
fUNDS 1Sl DISJURSJD lOR AGRIED-UPON USES MUST II
SJPAIA'I. AND tBI JOHnS HAr NOT BI COMHIHGLJD. 1.I.D.



/ jHD tRJ IzelPllHT WILL AnRtl UPON DISPOSITION or !HI
FUNDS J~IOND T~I SJrARATl ACCOUNT AND SUCR US'S WILL BI
IDEM!J'JID IN TRI CASH TSANS'';. AORIIMINT! SIDI tnflRS
OR OTRIJI Docur1.tNTATION, JtELAT!D TO Tffl lQR,;.EMIHT.
AO]l ElM IN1S SqOULV A1,51) r.x PB~SS tr STA TI If HA.' ANT IffTIP.&ST
IA RN ID ON DCLLAR OR I,OCAL' CURRINC Y Ace OUN!S SAOULD II
PROOJlAHHID AS TROUGH IT "I;RI PRINCIPAL. .

~. WI RICOGNIZI TRAT SPECIrYIN' !HI DISPOSITION 07 fBI
JUHDS IS INCONSISTENT WITH Tftl MATURI 01 CASH "TRANS1IBS,
IUT 'RI10IN<:1 AND A:J.D.'S·CONaRISSION~L COMHJTTEI!
BA'I BICOHI INcar.ASIHGLr. CONCJRNED ABOUT THI DI'BISION
or rORltGN EJCHANGE. Tn;' 'STATUTI AND THE LIGISL1'IYI
RISTORt RICOGNIZI THE DIS1'INCTION ·BETWI~N THI CASH
tRANSfER HODI AND CTnER FOR~S or ASSISTANCI, AND MAl! IT
CLtAR TBiT 5TATUT0BT PROfISIONS TBAT APPLY !O PROJJC'
lID AND eIPS (Ea. CARGO ~RErER3Nc~, STIICT
SOUICX/OBIGIN/COMPONENTRY RULIS, tHE COHPITITION IN
COHTR1C'INU ACT, AND,SO ON) DO Hol APPLY to C1S&
!HANSrU AID. ROViVER, JUlIGHINTS DO BAYI TO II HADI AS

:~~~:f~lLI~ :;~SO~~~SJ:8~~iDA~:J~i~~~IDAg~IP!jBLI
PURPOSJS WOULD NORMALLY INCLUDE TR~ fINANCING or
ISS1NTIAL GOODS AND SIRVICiS IMPORTS, SER'ICING or
IXTERNAL DIBT, AND OTH~a PURPOSES OR usa IILlTID 'fO
BALANCI or PAYMENTS RATIONALI. A NIV OR IXISTING
AUCTION SJSTIM VHICR UNDER ITS RULES PLACES 1 BIASONABLI
LIHI TATION ON THE US g; or TBI AOCTIONiD rORllGN
IICHANGI, SUCH AS reB NON-MILITARY PURPOSIS ONLY, WOULD
II AN APPBOPRIATI MiA,.S fOR DISPOSITION or DOLtAR Clsa
tRAHSllRS AS WELL, AND MAl BI AN IrrICTI'1 AL!IRHATI'I
TO BOS! GOlIRNMiNT/CINTPAL BANI rOHIION IICSiNGI

UTIONING. (NO'll lOR MISSION DIRICTORS I IN SOHI C1S,£S
IN ORDIR TC JVOID POTENTIAL CONTROVIRSI1L USIS 07 rUNDS,
IT HAY ~I APPROPRI!T~ FOR YOU TO rURTHE! LIMIT 'BI
DISPOSITION or FUNDS VIA RESTRICTIONS ON ILIGIJLJ
SOURCES AND 0515. THIS TYPE 0' JUDGMENT FLOWS 'ROM YOUR
DILEGITID AUTHORIZATION AND HUST 81 CAREfULLY
IIF.RCISZD.) IN ~LL CASES, USE 01 THI DOLLAR rUNDS lOR
HILIT!R! OR PARAMILITARY PURPOSES IS NOT PIBMITTID AND
SHOULD II EXPLICITLY EXCLUDED IN !~I 'CRIIMIN'~

5. fBI HORI SPECIFIC fHI ARRANGIHENTS AIJ ON PJ~MITT1D

DOLLAR us~, SUCH AS fOR FINANCING IMPORTS, T81 HOrt!
EIT}~NSI'I DCCUMr.NTATION HAT BI REQUIRrD TO INSURI 'fRAT
ONLY p~aHITTID USIS BAYK B~IN HADI. !BISI lRBANCZMINTS
SHOULD P~O'IDI APP~OPRIAT~ AUDIT AND RID1POSIT
P~O'ISIONS WHICH WILL surrIctF-NTLT PROTECT rBJ AGZHCT.
THE AOR~JH~NT saOULU !E~UIRI A .ID~POSIT '0 !HI SJP1RATJ
ACCOUNT 0' 7UNts APPLI!D to A ~ISALLOWJD USI, !HUS

; AQ_." a~." Ci elwaau:.s 00 u q.N we: !JC4A=.-- 4 W sac = "44. _c:s_
1/2 9J UNCLASSllI1D
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8. ,az JltZNT fO VRICH A.l.~. MUST HONITO~ !Hl ActUAL
nlzs 01 'HI LOCAL CUR~INCJIS VILL n%PJHD ON TBI
A017.Z~IN' WITH THE RSCIPIEHT OO'J~NH:HT. Ir. rOR
IJAMPLJ:, A.J.D. AND Ta! RECIPllff1 COVl:JtNMltIl' lcall TBA'
tOCAL C~RI"NClts WILL II VJT8DRAWN lRO" rBI SEPARATJ
ACCOUNT to HIZ' ~r.'ILOPHINT ?UDOJT RJQUJRI~INTS 01, SAT,
TBJ MINlST~' OF ACRICULTUPI, TRr. ROLJ 0' A.I.n Mi•••



UN CLASS If lID ~TATI ,e2818/12

/LIHrTID to IN~URING THAT DOCUMINTATION IIISTS
. »IHONSTRATIHG TBAT TBI LOCAL CVRRINCIIS INDJID VJRI
• TRANSI!RR!D TO TRE ~!NISTRT~S tr'ILOPHINT ACCOUNT. Ir

A.J.D., IT ACREEMENT WITH THI RECIPIENT OO'ERNHINT,
CHOOSr.S TO ACCEPT A GRE~TE~ qr.SrONSIBltJTl O'IR BOW
'BISI LOcAL CURRlNCIIS ARE USEr., TPIN A.I "D;'S
HONITORIHG RISPONSIBILITIES WILL IXPAND ACCORDINGLY.
tRIS ~Iap.T, lOR EXAMPLE, RIQUtR~ APPROVAL AND SUPSIQUIHT
MONItORINC or INTf.RMEDIATE FINANCIAL InSTITUTION .

. SOILOAHS 17 'PI OPJECTI'I 0' T~E LOCAL CURilNCT SUPPORT
. IS 1'1'INID IN tlPMS 0' 1R~5r IND U~J OUTPUTS.. .

D. IN SHOR'. A.I.D.'S;HONITORINC, A~PRO'AL, AND
IIDIPOSI' RIGBTS, AS WILI. .AS THE RIGRT TO RlCII'!'
RIPORTS 1 ARB DIRECTtY RELATID TO THE P~OGRN1HINO BURDEN
TBAT A•• D. ASSUMES JOR ITSELF IN TBI !ORIEMINT
DISCIIlING HOV LOCAL CURRENCIES WILL BE DISPOSID 01.
RITJNTtON or TRESI RIGRfS IN THE AGRIIHIN' SHOULD BE
CONS JSTINT, Tii IH. VI TP TFI AGR'l'D UPON PROORAt1M INa
IISPONSJJILITJIS OF A.J.I'. 'UT, AT a tlINIHUH. SHOULD!r
ADEQUATE TO IHSURX TRAT A.l.D. CAN 'All AN INDEPENDENT
tOOl AT SUPPORTJNn ~OCUHENTATION TO ,XRITT TBAT fHI
AaR!IMEHT ON USES or LOCAL CUPRrNCllS BAS NOT BEEN
'IoLATtD. '

18. AS. Nr.CISS~R""t .... RIGi'OHn 1'U"IKUS''Y1LL",ont)"i'ip,,~
COU~TRt-!t-COUNT~T CUIDANCI. AID/v AS A VHOLE WILL ALSO
CONTI NUl TO I'ALU~TI TEl IMPLEMENTATION Of TBIS CUIDANCI
'0 INSURI CLARITY, CON~ISTrNCY. AND CONSONANCE VITH
LJGISLATIYI INTENT, AND HAY COMHUNICATI ADDITIONAL
GUIDANCZ AT A tATER DATI. MEANWHILE MISSIONS ARI
tH'tTID TO PROVlDI COMHINTS ON rBI CONTENT or THIS
GUIDANC!. AID/V WILL RESPOND EI?IDITIOUSLT !O INQUIRIIS
AND SUGGESTIONS. WHITEHEAD
JT
'2618
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?0-0CT-87

ACTION tID INFO AMh DC~ FCON ARiP

VZCZCIH'171
RR RlJEP.IL
DJ R~l J~ C Ii 5792 /~'1 2930834­
ZNR l1UlJUU ZZH
R 2e~e27Z OCT 87 lEX
Ft", di,C~T AT! ~ t.SB DC
TO ~ID ~ORLD~r[~
P,T
Ut\CI,;,C' ~E;("rrON ~1 OF ~5 STATE 32~7~J2

An\;(

,

'.

T':"?: 0e :35
C'J: 41:?35
Cl-'~G~ AID ­
DISlc AID
ArD:

ACT' 0 N, .
, 1':'\ '(f, .;I.w..

Du.O.'.: .. ·····.. ·····..•

~:~~~ t;J.a~.~~ ..
L'"\\.,~ U ..Da'.: ·· T~l ..,.

1111" _ ·_.....- ••-

StlIJrC If
: E~~ C.~S~ TRP.~:SrLR AESI~'lM',:-:~ - Mi,'LI:IFl'

POLICY GliIJjANC'F

R}i1"~: U.) ~'IATE 52(18 (p) STATE 1299~3 (!H)'jAL)
(C) p~ STATJ Z46ge~ .

1. ~OLIC~IN~ IS A k!VISEL ,ANI AMPLIFIFD AID P~LICY

INf~HI'~TrO· i{lGAiPJI~~G E~Y C.e.ft:: 1riA"'fr~:RS. n I""F1i~1';t\T~

TF. L 5TA TTJ'I ChY REO~1J RtMl,rtT ~" :.It.;'.c; hB 1)J NC..~1rH; IT r: 6CCC:UNT S
FOR (A) !'CLLft;~ AND .0:) f..~·Y LC'CAL CUH~LI~CY '~~ICH 'fHi.
J\ICIFn~7 GO·!tRNMIUT ~~.T !,~ F.EO·]IRri' TO l'fFJSIT PllR~l1A:,'T

TO t~r C'SH TRANSFER AGR1I~ENTS. IT APPLIiS C~LY TO l~!

CA~B TRA~~YERS AND NOT OTrFR rORMS OF DIFPU~SlM~~T UNnl~

I~I ASSIS1'A~CI (CIPS, PROJFCTS). l~n"C'I'IVJ 1'~MrD~hTITJ)'
TRI ~ GPIN.: j CE SUPER~ EV~, ~ 1\ I:: FER 1 NC1 (A) I \' n ,:~ 1 ~ TI HETY,
AS 'rILL AS ANY OTP.FR GUIDANCJ eN CA~H T~Af\~f!:H S~PAP.A'!'I;

ACCO~NT~ I~SUEr TO tATL. ,

2. VR!N USI~G THl TrR~ TO CHARACTERIZ~ A MCD~ '~F AID
A~SISThNcr, AID niFINff CASH TnANsr~R~ AS rHF fURNISHING
Of kA?Ir-DlSPUR~I~G BALANCE OF PAY~rNT5 ASSIS'lANCF ON A
CASH BA~IE TO A RECIPIENT IN FUQiM1RANCi CF ~~I'E~

SlA1IS til.TIONAL SIC'J?I1'Y, !CONC~1JC A'JD D~\'lLO~"r;t:1AL

CFJlrTIV~f. SPECIFIC pu~pas£s ~ARY AMC~G ~lCI?Ii~T

C(,Ull1hli~ .t.~ SJT FO~TH ·IN DOCUM;'W:'/.TIO~', Uft'JI!.L'i A PbAD,
AcCorPANYI~:G THE CA:>n TRANSFER fi.:E~U~~T. C;S~~ T5.6.1:5F11\
A~SISTANCE FOR BALANCE.Or PAYMENTS SUPPORT PURPJSiS I~
TO 'Er DJ ST I NGU JsarD FROM PROQR AM SICTOR AS SI STAN CI AS
CBARACTERIJED IN REF (C), AS WELL AS CONTRl'EUTIONS TO
JNTIRNATION}.L rtrNDS." CONGRESS HAS TRADITIONALLY
RrCOG~I2iD THE UNI~UE AND VALUA~LT CHARACTfRISTICS OF
CASH TRANSFER tSSISTANCE, AND hAS EXPLICITLY R£C0GNIZEt
TEf DISTINCTION BETWIIN TBI CASP TRANsrfR AND COMMODITY
ASSISTANCE PROGRAM MODiS. VARIOUS LEGISLATIVE
RJQUIRE~ENTS, SUCH AS CARGO PRETSRENCE, NORMALLY

: APPLICABLI TO OTBER lORMS OF ASSISTANCE, I.G .. CIPS, : •. ,
It SiC TOR PROGRAMS, AND PROJECT~,'BAVi NEVXR APPLIED TO.~,
~ CASH TRANS!ERS •. THE 11 87 eR M~.INTAINiD T'ql~; LONG~ 1"'>~~
~STANDING RULE VHEN IT.'ISTAFLISBED SEPARATE ACCOUNTS'it~
... SPECIFYING THAT. lUNDS MAl BE OBI,IGATID AND EXPENDED 'AS· :
'{" C~SR TRANSFERS :N~'l''iIT!lS,T ~NDI NG ,'.OTRiR PROVI 51 ONS 9r;:~~~}~~. :'
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WHICH AR1 INCONSISTENT WITH THE CASH TRANSFER NATURE or
SUCH ASSISTANCF. ISf CAS~ TRANSFfR ASSISTA~Cr

AGRE:F'MENTS, THEREFORE, CONTINUF. TO BF. EXEMPT FROM THE
PROCURI~ENT REGULATIONS AFPLICABLE TO PROJECT A~SISTANCE

AND CO!'4MODITY' IMPOl:T PROGRAMS 'A'S I CP ARr HI CONSI 5TtNT
~ITR THE NATURE OF THE ASSISTA~CE. AT THE SAME TIME,
~OTB AID AND TH1 CONGFISS ARE CONCTRNFD AEOUT TH!
POT1NTIAL FOR INAPPROPRIATf. USE OF rOREIGN EXCHANGI
PROVIDED UNDER CASH TRANSfERS.

3. IN PCCCRDANCE ~ITH STATUTCRY PR0VISICNS CONTAINED I~

TP.t IY 1987 CONTINUI~G RE~OLU~IC~, ALL COUNT~IFt

R}CIIVING CASH T-C:ANSFIR ASSISTAI\C: IN IrCrSS 01' ,D~LLJ.I~~

~ MILLION O!LIGATfD AlTER F~ERU~RY 1, L987~ ~ILL Fl
?1CUIR~D TO ESTABLI~H A S~PARATE ACCOUNT OR ACCOUNTS
INTO ~HICH ~ILL BF PLACIn ~Rr D0~LAR' ASSIS~ANCl ANr. A
SrFAPA'r}' ACCOnNT OR ACCOUN~S FOR DEPOSI1'~ OF LeCAL
CUPREUCY. THE LEGAL REQUI~£ME~T r0R ~EPAR!Tt ACCOUNT~

1S MAD} AFP11 CAP L1 TO FT 1998 By THI CON'! I Nil I NG
RE~OLUTIO~. (SPECIAL INstRUCTIONS FOR DCLLA~ .
ACCOUN'IABILITY IN THE CAsr OF iE~T AN~ CiN!RAL AFRICAN
MON}'TARY UNIONS ARE INC1~t1D p~ REi' (:8) AIJl) Ali! UNDIR
R,:V n.'A' , Af AR.e SOUTIP~P~ AFRIC,. ~AND AND l.a,;3TERI:
CARIEPTAN C1PRENCY UNION GASIS. FDRTEth ~UIDANCI FOri

CAS};S Sr."E AS TH1SI; IS E1ING Dl:V1LOPF.D. ·~01'r.ALS.Q.]'HA1-­
IF THI CASH'TPANsrrR ASSISTANCE AGRrFM;N'I"'D()r~ NCr"
P~OVI~} F0H LOCAL CU~REN~Y DEPr,SIT5, SEPARATE LOCAL
CURRENCY ACCOU~T(S) ARE N0T RIQUIRED.) 'IRE ROUSE'
APPROPRIATIONS CO"jMITTTI RiPORT ACCOMPANYlt~G TRr
CCNTI~rING RESOLUTIO~ ALSO DIRECTS THAT DEPOSITED ,LOCAL
CURRE~~CY PE TRAer-ABLE A~~D ~10T Bll COMMIKG.LED•. THE SENAT~

APPhOPRIATIONS COMMITTEF HYPORT IIPRISSIS dONcrRN OVER
THIRD C0UNTRY COMPETITION WITH u.s. EYP01TS ~}TH

RrrIF.INCi '10 T3i U~I OF CASH TRANSFER DOLLA~S.

~. DISIURSEMENT or DOLLARS SHALL p~ ~AD1 E! AID UPON
RECIPIINT'S R]i;O.U~~T AFTER SATl~FAC'IIO~ ('IF ANY CONDITIOt'~'

PFICIDINT. RICIPIrN'I~ OF CASE TRA~sr~RS ~JLL B~

EXPECTED 10 ACCOUNT FOR THi DISPOSITIO~ OF DOLLA~~ ArT~~

DI~FU~.~IMENT BY AI~)' iN AIL CAftf, THl:; DOLLAP, hCCO(J~'I'

I~T~ WHICH THE r~NDS lP! DIPOSITrD AND F~C~ ~HICH T8I
FUNDS ARE ~tLEASED FOR AcaLED-UPON USES MUST EE
SIPARATE, AND THE fUNDS MAY NOT ~E COMMINGLED. PRIOR TO
THE USE or ANT DOLLARS FROM A SEPARATE ACCOUNT, AID AND
THE RECIPI:NT WlfL AGREE O~ THE GENERAL USiS OF THi
DOLLARS ANt SUCo USES WHFRTVIR POSSI~LM ~ILL !f
IDEN'IIFIED IN THE CASY. TRA~SF1R ASSI~1ANCl AG~EEMLNT.

DOCUMENTATION PURSUANT TO THE AGREEMENT MAY AMFLIFY
REQUIRTMrNTS, ~UT PRrrrRABLY SHOULn NOT SUBSTITUTI rOR
AN UNDERSTANDING ON USES IN THE PRINCIPAL AGREiMENT •

DM UN CLA SSIFI ~ }
.
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AGRLFMtNTS SF:OHLD ALSO R>';fLECT 'l'HAT, A~ A t"'A'ITER OF .',.ID
POLl CY, D0LLAq OR LOCAL CURRENCY fEPARATE ACCC'UNT~ ARE
TO FF I~T~RtST-BrARr~G, T~ 'IRE BXTrNT S~CP ACCOJNTS ARI

I P~RMITTED ONDSR FO~T COUNT~Y LM,' OR RFGULA~ION Ar-tD, IN
TH1 CAST or LOCAL CUkhINCY ACCOUNTS, no NOT UNnJR~INJ

INTERNATIONALLYSUPPO~TED ~TABILIZATI0N AGR~EMENTS OR
SOUND MONETARY POlICY. ANY INTER~~T EARNED ON DCLLAR OR
LeGAL CURRr~CY ACCOUNTS ~UST Bl PROGRAMMED AND usrt AS
I? IT ~rRE PRINCIPAL.

5. TfJ fAA AND FV E7 APPRO??I~TIONS ~ILL ANn THIJR
Lt~I~LATIV1 HIS~Cqy q~rOGNIZ~ T5P tI~TI~~1Ior PET~'tE~

TBI:: Cl.f~ TQ.A,!\~nJR P,~~I~T~'~Ci!; t-lO);1. A~~j' OT::!!;?, rOF.'·i~ Cr E~~'

ASS 1STANSI, AND .., Af. :' I '!' CLr Ii P. TFAT ST A'I UTe it '1 ? f., 0 V! SIC t~ S
THAT APPI,Y TO ~ROJF;CT AID ANt ~IP ~SSIET!lPH'! ('li':~. CA?~}

PRYF1Rr~CY, STRICT H"'llRSl /O,;:LIGlf/CO~P()~~~1\;Y ~UIF~. 1~'.t

COf",p r',TITIC~' IN Cr~''!'RACTI~S ACT" At\D ~O ON) to IJOT .~PF~,'I

TO CA~B TRA~!~Fl!;H AIV, ~H:C:F; TREY ~.t)E I~CON~I~l'?ra "I1t:I
TPIC A5f 'I' P. ANSj' FF NII Tif R,:- C' F' THF ASS 1ST ANsr. RC\', :F " f? ,
JODG~~1NTS DC HAVE TO BE MAD1 AS TC WHICH USIS OF
DC'L1ARS IN Tl:t1 SF'J:APATi ACCOUNT SHOULD BE P~:l./¥1I;T!.T) Ai:!:
SPJCIFICALIY AFPRC'Vln IN TEr AGRlr~Y~T. APPFC?~lLTY

PROC!DUHE~ rOH ~P~CIFYI~O AND TR}CfI~1 UC 1S CF D0IL~~~

RFLJASiD FKOM THY 5~~~RATJ ACCQ~NT,_ A~D_ASSOCIAlrD'

. ACCOUNTAEILITY ARRAI)G~~'E/-JTS, WILl VP.q?',l)lPENDI,\G ,'JPC':i
THJ ~'tUR; OF TE~ AfSI~TANCE, TP1 R~CIPIF~~'S FC'~~IGN

}:lCH'.NGl '_~'D IMPORT R~r.JMI~, 'rUT INT}GFiITY or 11'3
ACCCPNTING ~YSTFMS, TBJ!; POLITICAL ENvrRONM:r.~:T, A~:D OTREH
lACTORS. (srr ALSO PARAGR .a.i'C! f p.rLO·t.) THl" p~,~ I C
SPiCTRnr OF FOREIGN IXCHA~G~ AND ACCOUNTABILITY HtGIMES
IS Es~r~TIALLY crARACTERIZ~D IN THI FOLLOWINJ
SUFFARAGRArQS. AID'S OVIhALL PR~FrRF~CF 15 rep u.~.

H~POR'T FINANel ~~:; ""I~q F.sr CASH TRA.t-;sr~;R DC'LLA;'f'. rRETp.E~

THkOUGP DI~ECT DISBURfBMENT, REIMBURSE~~NT OR AUCTION
APRANGIMiNTS. DTilT SIRiJICF. IS AN AI,T.RN~,TIVI, />.s IS A
RL~NDING OF IMPORT FIN~NCING AND DEBT SERVICE I~ SC~L

P'ST4.NC}~. l~ CONCI"! ~~l'Jr TF!i HTLrVANT RIGIONP.L
}UR1fU, PREFEFAPLY ~ryhING TR~ PAAl' AFPEOVAL ?RCCrSS,
MI~Sr('t-:~ f,:JOTlLD REvn~~' TEFfE R£.'}I1·n;~ A~!D MAvr .~

Jur.G'JM}~T AS ':"C.I4!~lr.H '105T CLO~:iLv RlrI,rCT~ Pll
SITUATION IN THEIR R1SPECTIVl ~Ofl COUNT\Ir~, AND T~E~

P~OCIED TC ~AIIOR DOLLAR'USE AND ACCCUNTAPILITY
AFRANGTMTNTS TO'SOIT TRE INDIVIDUAL COUNTRY CONTIXT
~ITHIN THE~PARAMETERS OF THE BASIC REGIMES PRovrrrD.
N0TI THAT IACR br TRI AP~ROACHIS REQUIRE~ lDE~oATE
MCNITCBING AND AUDIT RIGHTS AGtf.tD TO FT THE RECIPIFNT,
A MCNITORING COMMIT~ENT ~y AID ~TArr, P~RIODIC

SU~5TANTIVI REPORTING BY TEl RICIPIINT, AND DOLLAR
REDEPOSIT OR OTal'll REt-1EDIAL ACTION IN CASES OF
NONCOMPLIA~CE ~ITH .TRE AGREXMENT ON US~S.

(A ) IN TBOS 1 R:E CI PI ENT .COUNTR I! S 'iHERE IMPORTS.
FOREIGN IXCBANGE ALtOCATIONS~'AND, PRESOM~BLY. EXCHANGE.
RATI'S ARE STRICTLY CONTROLLID ~y GOVIRNMINT OR t10NITAR! .
AUTBORITIXS, AND ~RtRE SU~STANTIAL LI~ERALIZATION or ,~'

" , .','
I .~. t'l
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SUCH CONTROLS IS NOT UNDFR~AY OR ANTJCIPATID, Al~

PREFERS THAT CASR TRANSFER DOLLARS ~I USrD TO fINANCE
IMP 0FTSrI THI R DI RIC TLTOR 0N A Rr JMFTJ RSA~ LE BAS IS. I t\
THE BVENT THIS IMPORTS FINANCING ARRANGEMENT IS USED:

(I) PRIORI.TY SHOULD :BF GIVfN TO IMPo-qrr~ F110M TaE U.S. 9

WITH IMPORTS P£RMIT7ED BY THE ~!SSION 1RC~ OTSFR SOURers
ON A CASE BY CASE BA~IS. .

(II) DOLLP.R lIS: SP.CTJLD NORMALLY '?F LJ'1ITrr TO RAW
MAT1RIALS. INTLRMEDIA'l1 AND CAfITAl- G00o.S,. AND 1SSENTIAL

, C(I NSUr'n R G(' 0 DS I ~PO': TS ASAPP ~ avr D FY TET !~ 1 ~ SION, AN j".

DOI,L.~HS ~1U~'1 NOT PE USFfl TO rII~ANCl' I~POrl'J';, STJC~ AS
MILITArY C'P POLICE E0UIPt-:F.N'l', 'l'EAT P.r n C("I~n ~~(,'1' Pi"10C'~1:{.:.

DIEiC1LY.

(III) ','9:F:'''l: r-.:Yf.I,ED, THE IMPORT' APPRO\'AL AND
VrF.I)i'ICATJO~ PRCCiS~ SH0ULII INCLUDI A P?ICJ Ct~FCI~lr~~

ARRAt;GI:MENT TO A~SURJi; THAT u.s. FY]NDS ;";HF tWT FYH:G USEI'
TO l!FEC.T CAPITfL FLIGHT THROUGH CVERI~VOICING.

(IV) ~!IrpURS~~rN"TS MUST FE F6H SPECIfIC I~POR~
TRAN~ACTI0~S A~D ~H0ULP FE PART Q~ A lIM~LY f~QUr~CE FO~

CC~PLrTING S'JCI1 TRANSA.CTION~. THI~ TYP} OF"
R~H1rU~~r.~1.!!~T IS TO.Bt DIS"INGUISBfD F~O'" iT. P0~'1'

AI1HIBUTIO~ MArl AFTI~ R}LIA~~ OF DCLLAR~ fRO~ ~Pi ,
SlPhRA~}, ~.CCOt1NTS,-~. 1'qOC~DURE-~~MPLCo "'V-BI ~Ot-;} 1~:F"

R1CIPIE~T COUNTRIES'.

TEIS APPROACH APP~OXIMATFS.THr CoNl CURhFNTLY U~rD IN Tn}
fl· SALVADOR PROGRAM AND MAY PE APPLICABLJ; '1'0 01HE:{ CASH
TRA~fr!R F~CIPIJ"NTS WItH SIMI~AR FCREIGK
I;r CEJ.. ~~ C!' / I ~P(.J~ T3 CON T1:1 0 L A~ RAN G! WE NTS ',; h IFF.. C}. ~ ~
TRANfFIRS hHE A SUF~TANTIAL COMPONINT Of AVAILAELt
fOR11G~' ~XCHANGt. IMP1E~E~:TATI0N P~O:EDURr~ DTVErOFED
l'0n TRTIL SAL VAr 0R PROC F A~, MAY BY U;) r IT L A5 GU1 D~ NCF
IOR CTE1!i t"IISSIOr:s, A~'D AR1 AVAILAFL:-" LTPOt\' REQUEST.

(P) H~ 'IHC'S! PYCIPl:N'I COUNTHI:S \"R!"f.r SUbSTA~:"fI.A.L

tl NCL,6. ES 1~ I : D <:r,,,,r- 'T.·~~7g"'/'~• r.!1J vC~ Co (r
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LIIEHALIZATION or FCR~IGN E~CHANGE A~D I~PCnT3 CONTROL~

IS U~D:ERWAY OR IS A1 }. "qEI,A,TIVELY ft.rWA~JCED ~TAGr OJ'
NrGO'IIATI0~, AND All) WISI1J.f TO AVOIl> It1?!l)IN~ O:q 't.'ISH!S
TO SUPPOR~ HOST COUNTRY ~OVES TO~ARr OPEN ~A~K~T rORCFS,
usr cr A~ AUCTION or A"CTIO~LIKr HFCHANI~M TO DI~BUR~F

CASB TRANSFER DOLLARS ~AY PE APPHOPRIATI. MANY AUCTIO~

SYS1'EMf HAVE PEEN D~V~LOP}:D A~ ['ART O'F A ~UCC.~S~}'UL

l",VL'I IJ'(,~0h DIALOG;)! 7! lTH T3I uO.~'!' GOVI~N~fNT, HID API
SUPPCf(TID :PY Tf10Sl DONORS AND G}'NF.J:I.AL FCP.EIGI~ EXCHANGE
R~f1ftVFE OF TRF RFCIPI~NT GCVE~~MENT. AID CAE~ 'IRA~SrF~

LCL1_~S CA~ DI USFD TC SU?PO~T t~ A~STIO~ 05
ArC1'I0!\-Llr E SY5T~~' 11:

•
( 1 ) (' ASH THA~SF:- it n0LLA'< f C;. N q ::d !: pI ~ r ~ >: 1. G;. ~ r Il nNTIL
U11LIZ:'L ~..~D C~N if 1RAC"~T T~ JDl;\,':TP'!~.':Ll; P'P~k1

If' k;. ti SAC TION S•

(II) tUCTION PBOCEDU~lS Pi,MI1 T~F I~PLE~ENTIKG
AU'lECHITY T0 E~'~UR~ THP.'I AI!.' CAf~ TP.ft.NSF..1Fl DOLLAR~, AR:
NeT LSIT', FOR MTLITAFY, P.~,oMlILI1~RY, O~ !,iJ":!JiiY l~?ORT~.

T~IS hLG,~':'IV~ LIST St"..;JLD p."- Arr LEA~"" A'6 LPiI'II1~G ~.S r:';1
AJ;) ::.6 r~pee I( 1, f UPf' 1'~/" J: N1 ~, CP. ,. p /I' 1, ~ 4D LI ~ l'I :'G CF
IN:"LICIP:,r CO~~!'101'rTI}S (I.::., ~~!LITA;:Y }('UIPMP.J1,
SLRV i. I LLAN el' . ~QlJlPJ1l';N.T., .PC LI.C}; .P. ~~ n I.A 7J Ft\ F~~ (; r~,i!. ~:T '

COMr"Of,lTI!S AND SlR",!CIS, I.EOR'!'ION' !.OTJIpr'rNT J.pn
S~RVIC1'~, LU1URY GOODS ANI ~A~PLING 1~~IP~~NT AN1
wtATr~R ~CDlrlCA!ION l~OIPM~~T) •.

(Ill) TR~ ~ECIPIENT GOVERN~FNT AGRiE~ TC USE,CASP'
TRA~SJlq DOLLARE, !CLLO~ING FAC~ I~DIVIDUAt AUCTI0N, rr~

FI~tNC!NG 01 u.s. I~FO~T TRANSACTIONS APPRCvr~ AT TRr
AlJC'IION AS FIR~T PREFE~Et-.'CL ANI' CTREF. !REE WOnLD
TRANSAC'I'JCNS AS SrCC~D p~l!~RrrJC!. PR:<FJF1N1'IAL
FI~A~Cl~G OF 'MPORTS ~I1l NOT p~ USED, ArD IS NOT MEANT
TC,q ! DI 11 1· CT TB.1!' ALL0 CAT I 0 i~ 0 :F ~0 qEI GN EX CPit NGE 1 (I ANY
SPiCIIIC TYFIS C~ SCU~:!S QT IMPORTS IK ~ ~'NNY~

Ir-:CC't>.'Sl~1'1T'!' \.t;ITH T~1 ~A~~.:'TDr.'I~:t~IN!;.J N1T~lRE ('1 TS1
i' 0 i.} 1G'J l J ctn..r; GTAli C1 ! C": • '

lECA:JSE; OI THE A1:0VI.. raOVlflOl\S, TCTALLY UNRE~1RICTEr:

AUCTION SYSTEMS, ARE t\OT 'APPROPRIATE MOD.t~ FOR THE USE or
CASH TRANSFER DCLLARS. ANY AUCTIONS or AID CASH
TRANSFER ~LLARS MU~T PER~IT THE USE or SlPARATE
,ACCCtJNTS AND PRolIn! FOR ·tRACr.APILITY. '

(C) IN CERTAIN INSTANCE~ 'fHERr. RECIPIF~T COUNTRY DEPT
SERVICE IS A SIGNIFICANT BARRIER TO GROWTH AND
DEVIlOPMINT t. OR INHER! INS! 1'1' rION AI. 'A.RRANGIMENTS MAT
PRECLUDE TH~ TRACEABLE USE OF CASH fRANSIER DOLLARS. ~ ,
OTHIR\'IS!, CASH 'TRANsna '-ASSISTANCI MAT 'BI USED ,o!. ,'.':
E1FIeT DE]T SERVICE PAYMENTS. THE USE or C!SS-TRAAsr~a
DOLLARS FOR 'DEB'!' SERVICE MAl" BE PARTICULARLY ·JUSTIlllD'·,
WHEN SUCH 'SIRVICINO wILL HAvr A SIGNIfICANT 11Fle'!' :'OH
LEVERAGING ADDITIONAL FLOWS or DEVELOPMENT rlNAHCJ~ .~

HOWEVER t AI D,DOIS" NOT CONS IDER ,APPR OPt lATE, TU ~,us,.:r~7.~1
• .; u ••.--~ :. I' : 4:' .:' • \ : - ."~ j,.:. ~~.:.~-~·b~
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CASH TRANSFER DCLLARS fOR SERVICING Of CERTAIN
CATEGORIES OF DEBT ~HICB MIGHT BE rERCEIVED AS HAVING A
NON-DIV!L0PMFNTAL CHARACTYF.. T~IRIFORY. DrET SFRVICF IS
P~RMITTEO SUBJECT TO TRE fOLLO~ING PROVISOS:

(I) CASH TRANSFFR D0LLAR~ MAY NOT EI USIn TO C0vtk THE
SERVICl' O!'LOANf: OR CREDITS THAT ORIGINALL~ :FI~ANCf,D

MILITARY IMPORTS OR OTHfR ~ILITAp.y P.EOTJIRlf".!NTS. f',.G.
} I" S D1] 'r 9 tT NLE~ S, A. ~ DE TERMIN FDEY THE, ADt~ ! N1STRAT 0R,
SUCH U~l'; 0: CA~R THAN~F}:RS IN INDIVIDUAL COUNT:1Y CASl:S
I~ HrCOGNIZrn BY S't'.A.TU~T ~S AMPLIFlrn ~y I·}GlSLATIVE
HISTORY .o.s VALlI". '

(I I ) ~T F.V I C'- ~F DT.I::' 'N''':.'N TC l: A\T1" :B'Frt~ J '.CU!\RT1' TO
lI~ANCE O'I~ER (NON"MILI'l'AHY) I/Lc.MS 't'HA'f' AIr. COULL ~:()T

FI~ANCE PBCAUS~ or ~F1CIFIG LrGAL PROHIBItIONS, I.G.,
J..PO?TIC~' l:f~ITJIP~J.NT, IS FRIGLUllft' •• TFIS PRORIEI1IC'.; l1.~~

PARTICULAR APPLICATION TO 8URREN1LY OR" RECENTLY
CONTf.ACTFn DIi3T i'HFhj F~LrVA'~T INFOR'"'A.TICt, IS (IF SUCJLII
P1 HEADI LY AV~ I I.AELET 0 THL MI'S S ION AN r ~.S 1;REI ~ ': I GHT
BY INFT;RYD TEA'! CA~P TRA~SFIF FI~ANCING'OF Dr~t f~RVICl

ccutt HAV~ f~i~ AfTICIPATFD. IT' IS NOT INTtNDEL TO
RfOUIEE A qEVIEI OF 'fH~ DOCDMEN1S kELATED TO 1~~ LOAN~

TC BY SlH'lICI:D, Po Rl~1I~IR!rl~,:11 \,:PICH ";OULI: NOT BY
~~r:J Nl SJ.Rf.'fJ Y.1;1 Y FEAS IBLr.
(III) CO~~I~T:~IT WI'!'l! TOl AGF.IID F.:t"Sl'RtTC'IURING
AP.RA~"G:H·:ENT~ A~~D PAYMU,lTS C::CHFttJLINf1. OF TH.~' ~.ARI~A~m

LOND0~ CLUBS, ~RE~1 APPLICABLE. ~!RVICE OF DEI! O~ID TC
tEl u.s. GCVIRNMIMT (1ICLPSIVI OF FMS DJ]T) ShALL,RAvr
iIRST PRIORITY.

(IV) CAS3 TRANsrrR DOLLARS ~AY Er USID FOR SlRVICING OF
DEIT O'riEr TO MULTILA'I'£RAL DF.VELOprENT EAN~~ AND ~EE 11"';1',
~UPJEC1 TO PRIOP COhCU~RE~C1 OF T~F APPROPRIATE REGIONAL
ASSISTANT PDMINISTRAT0~.

(V) f!.RVIC'ING OF DI:P'I OT~E-t 'I'uAI,; 'lHAT COV'S~ED I~

UNC Lf..S S I Yl1:C S'IATl'J 32~7921 u2
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SUFPARA~RAPHS (I) T~ROUGB (IV) ~AY Et· APPROVED ON AN
lXCrPTIONAL, CASE BY CAS~ PASI~ BY TS( APPROPrlIAT£
REGIONAL ASSISTANT ADMT.NISTRATCR IN CONSULTATIO~ ~lTH

FFC. "

(r) IN TH! c.~sr C~' THF R~LATIV}LY-Ar'IANCll' FSF
P.~CIPI~NT COUNTRI~~ ~HICH HAVE r.~SENTIALLY

r-:AF.I<FTIIITY~"'I'J~D rOkYIGN rXCBAt~.G'F ALL0C.tTIC~; ~Y~TrM~,

LII:riAL IMPORT REGI~ES, ANt ~ELL-f.5~ABLI~HfD STANDARDS
0F FINANCIAL ACCOUNTA~ILJTY, ~~PARAT~ ACCCVKTS A~D

'IhAC~.P,:tlLI'fY AF.l sTItL R·(,.IUI~rlj, ?UT '.!J'I ~~':'~LI' AVCTII
At\Y ?CCOTJNTA't!T·ITY p=?OC~DrRF.: \'::lICH t:')t.'LD EAVi·1'ii::
TF:F'!-CT CF R:E IMPO~IN~ FOR1IGN E7CFANG!; CR l MPO~'!

SC~THCIe. ~XAMPLE~ OF S~CH COUNTPlI~ IhCLilDi Th~ ~ATC

A1LI~~ ~BICH AlFORD THE U~IT~D ~TA1~S WITH B~Er 0~
ACC'f~~ hIGllTS At-ln DfViLCPING CCUNTF.I!3 \'-~llCH HAVl
L~RG1LY LIP~R~LIZED PCLICIES"A~D IN~iITUTIONS A~CUND

~AR!tTORI1NT~~ p~INrIPLES. PROGEDUP~~ UfED, DET!OMI~E~

ON A C!\ SF PY CA5I EASIS, ~ PO Ut'D B! SI 11 r Lni II DAN D -DI
MI~I~IS BUT STJLL'P'~MIT SEGREGATI0N ANr'TRAC~I~GOF
l'eLL ft. ;: ~ ; u ~ J 0I' CM' ~ TRA~ SInR l'0LLA":J r 0.; Di!;~ l' ~ ~ RVIC!:
OP. 1,", Rr.t; ~G.!!~: I~PCRT 'IRAN~ACTION~ f:(iJLr USUALLY FI
A}P}.O'D~IATJ; 1/\ tnc:n, INSTANC)C:~. SI""~LlrIET 110"!I'IC~H;::;

t:r'OCl nT1Hr~ 1\1:." ALS" APPROPF.IATl' IN T--"c;:,- C""~'NT:-IT\'" ·~·H·---1.-;-' .. ·;Jv •. _ .... lU\! oJ ..... t... _. hJ'-! \,.';.J _ .. J......:.. ... tl,~ • ....

AIr lO~~ NC~ h~Vr A DEViLOPMBNT PRFCE~C!. -

5. 7HI CAf5 TaAN~rIR ASSl~~ANC} AGR~I~l~T S~OULD .

FROVIDl AFPROPRIAT~ AUDIT AND ~ED~FC~IT FROVI~ION~ ~31CH

~I1L SUIFICITNTLY PFOTfCT TFf A31NCY. T~~ ~GRfIM!NT

ShOULD RtQnI~E A ~Er~POSIT TO TH! S~?A~ATF 'ACCC~NT cr
rUNDf APPLIED TC' A DISALLO",'1'"D U~~, T~IJr. p!:R~a'TIN:; stier
rPNDS 70 t! RrPRO~RAMMrn FOR A PT~~ITTrD U~E.

R~CIPI1~T~ WItL bE R~OUIRED TO PLRIODICALLl REPORT O~
rEf JISPC~ITION OF D~LLAR FUNDf. TYPICALlf, TF~ REPO~T

s~~rlt ATTrST TH&T FINA~CIAL nOCU~I~T~TIO~, BOC~S AND
R~:CC'RtS C0'JERING 'rBi' U~E 0:; DOLLAR FU~l:S Allt Fl-It\G
~AI~1AIKE~ CR CAU~FD TC Bi M~rt\'AINI~. I~ ACCC~~A~Ct

11'] Tf. GP' 1;'; ;~ Lt Y A': CE:-" T1 ~: Ace,:, UNTI W~ Pi.I NelF II:' h. ;\ L
?H~C7IC1S CONSISTLNTLY"APFLIEn, A~D A~~ hVAILAEll FC2
I~~P1C!ION BY AID ON ANt OF ITE AUT~oaIZiD

kIPRrSfNTATIVlS· AT ALL-TIMES AS AID MAY REASONAELY
REoeIRE FOR A PERIOD OF THREE (3) YEARS ArTER THE DATE
01 LAST DrsBURSEMENT BY AID ONDER TF.E CASffi TRANSFER •
.FINANCIAL RECOR~S SHALL BF SOITABLz, AT A ~I~IMU~, TO
toCUr.1NT TliE ~ITR~RA~AL AND DI5PO~ITION OF DOL~Ak FUNDS
FROM TRI S7PAP.AT1 AccoaNT AND TEEIR TP.AC~ING TO FINAL
ACCEPTAILt USES. FOR EXAMPLE, THIS M~T 'INCLUDE CENTRAL
BAN~ AND ·COMMFRCIAL PAKK DOCUMXNTS DE~ONSTRATING THAT
AIt rUNDS ~EfiI TRANSFIRRID TRaM A HOST COUNTRY CINTRAL
BANKCONTROLLED ACCOUNT TO AN ACCOUNT IDENTI1IZD lOR
IITIRNAL DIBT RIPATMrNT,-ANU"TRA! DIPT SIRVICl PA!MENt~
ACTUALLY ~ERE MADE WITH THl TRANSFERRED DOLLARS.

7. LOCA L CURR EN C! DEFOS IT S .,.,O~T BE US:J:D IN ACCORDANCl·',
WITHF!! SICTIONS ·531(D~.~AND :609. STCTION 5310»).,

• • • •• '" ••0 .... • .. .~

_ - r ~-_~_~ .~-----:'I
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RFOUIRrs TEAT AT LrAST 5~ PFRcrNT OF LOCAL CURRfNCTGENERATED EY ~SF CIPS OR OT3ER PROGRAM ASSlfTANCESUPPORT ACTIVITI!S CON~I~TE~T WITH 5ECTICN le31es
OEJ~CTIV~S. SECTIO~ 6~9 F10UIP.fS THAT L0CAL CURRJNCJISASSCCIATED ~ITH E~r GRANT CIPS AND--BY TP.£ P~OVISJONS OF
T~I 1Y 87 CR--CASH TR}NSrrR ASSrS!ANCF BI USED TO CARRYCUT T3E PURPOSES fOR WH I CR NE~' :F'UNDS AUTHOR I ZED BY THE,FAA ~OULD TnEMSELVE~ BF. AVAILABLE.

.e. THr EJTENT TO WHICH MISSIONE MOST ~ONITOR THE ACTUAL.
USl~ OF TP.E LOCAL CllRJUNCY I'IIL. D?Pl!;ND C~ Tal.. AGR:'f~E~!T\' I T3 TH! :' reI PI! NT G:) '.rl :: N~ TI'\ T•

(;d IF I.I!' SPOT..JLD C!:"OS:. TO DJ~':'CTLY A~f.CCIA'TF JCIr'1I..Y
~~0CtA~Mln LOCAL CJ~RIHCY ~Irh P0ST ~OV!?N~iNT PtCJrCT~CR PRIVAT~ StCTOR ACTIVITIE&, T~E MISSION ~HOULD RAVER:- A~. 0NA1; L1: ASS 1I RAN CE 'f:! AT 'fH~ AC'I' I VI TIi S ? II VE 'P Fr ~.,
rtSln~~D 1M ACCC~DA~C~ ~JTH §0UND TlCHNICAL, FIN~hCIAi,
A~rl !:NVI?0NM!;NTAL PI{ACTICrs, TF.PT If''PL!;t'AI"I~'IA'I'I01~ H.'DMc-NITCRING CAPAl·ILITI1S O}'· Tr1 If':PL'FMENTING If\!TI'IIlS P.~l

ArroUAT1, AND THAT PERIODIC AUDITS OF RILEVANT
AC'I·IVl'!Ir~ YiILL :B~ U~D~~RTAq:N. PROJECTS' THAT ARE FlT~tr9J..tr:: ~Ot\IrO-::l:D BY AIr. \":'t\Jr.r PROVI1)~ SUCF Jt:IDINCI.
Fr.OJiC1'~ FUNDED f..~:D "',O~'ITOHED P1 01·RY.R DO'H'R~ ALECUStlALLY PROVIl'l S!JC~ ASSU1t.~~:F~; TUF ~.H'I} J..FP!,IiS 10
PROJ1CT~ UNDi,RTA6.EN lY STRONG-. EIGFJiJ_;.r;.pi.CTED :HC~T
GOVI:P~~MENT OR FRIVA'I" ~!;C'IOp. I~STI'rUTIcN~. OTI~1P..\:I~l;,f'lJSSIOt-iS &RCULlJ ~F rhlPAp.pl TO 'IA"'Y A MCr;:i ACTIVT F.OLF
I~ J~?L1MINTATION OVERSIGhT IN ADDITION TO R!VI!~ING T?~
PhOJ~CT D0CU~f.NTATICN AND P.O~T· GOVERN~LN'I FROCEDU~E~Filor Tc- APPROVAL OJ FUNDIN~ F0F TEF ACTlVl!Y. I~ ANt'f.P.1'N SUFSEOUENT ALLOCATIcns 01 JOIN'I'LY P1)CGRA~1MED LOCALCVRflNCY FOR PROJ~CT LEVEL ICTIVITIES AR~ ]EI~GC0 ~ SIDI }\ Er, TH~ MIS SION Sd0ULLJ ,. A~ I TRT S CFPu.~ r II tv IT'[ TCP..::vr:·,' PR.oGRi;SS IN ~OVING 'l'C''#t'ARt PRCJECT C()~PLSTION.PIp.Icne hlo:POR'T'ING F·Y T~l; TiO~T GOVl:P.~~LN! ~P.OUr.D BE
RIQUI~L), AND :F'IrLD VISITS ,.,,a.y "oJ 1 USF~'jl I!'4 MCNITCRING.

. ITNCL~~'SIYJ!'P c: l' I 'f' " ,~ '; ~ '7 ::) 2 / .. •• .:. --- - ~'%'
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I
I.

AIDAC

(~) IF AID AND THt RECIPIENT GOVERNMENT PRc~aAr T9£
LOCA 1· CURR INCY FeR MOtu; GXNER AL PUR pas F.~, FO~ }~X A,'1PLF ,

l AN AGRE};MEN'!' THAT L0C.~L C'.l';ln·~ICl 'lILL ';:l~ US1'1) 'I'C ~IF1

D}.VELOPME~·'T ~tTDGET REQU lR!.~~NTS or, SAY, THE !'AIIHSTRY CF
AGRICULT1UI, THI ROL! OF AID M!Y PF LIHITJP TO LNSURING
THAT DOCUMfNTATION IXISTS DE~ONSTRATI~G THAT TH~ LOCAL
CPRRENCY IND~ED WA~ TR~NSFERRED TO THE MINISTRY'S'
DrVILop!"',INT ACCClTNT. TH!,.MISSION NEF!I NO! 'IRAC} THF
Fl:~!D~ 10 ~PiCI}'IC :f,UDGETAHY OP 'END-TJ5i~ IT}~~',S ~INC! tllV'~

DYVILOp~r~T GCAL I~ A LEV~L OF OVERALL lINA~crAL ~UFPOr'

T0.6. PRC''1RJ..t-I 0!\ ItISTITUTIO~; II\'l·l~lD, ONe} '·l!\.~~~f~RRjD
INN' A ~!'P~.h~.T~, AC(,C'U~'T 're' A P~C'GR.~t-1 oq Ir-;·.1'I'1['TI0~, T}lL
fUN r· S 11,' I I L G1 N1 R.Il, LLYE.~ V} "';') r :E 'J CC.~ F I ~ F' r ~! 11 H :- ~ ~ ~ ~

:ft1DGJ'TP.P.! FU~IDS A~lrl ,:ILL ~O'I' 1·: F{ACIAfL1. r.(,.....''d.:{. l'l~

Hlf.~IO" ~?0U~j) G~~H~~~lLr.Y ~~ fA1J~FIEC cr ~\:~ ~'JA1.1'It or
CvI P. A11- PROGF. rl'" ACT I VITI I S 6. ~ YI ,T FH • 'T ! C."~ ~ ! CAI· ~. l' 1~

ADr.ItdS'IRATIVF CAt'AEILITY OF TP1; IMPL"';r-,1!,'~~ I!Jct d;'lI'IY (-n
iNTITITS TO CARRY OUT TH! FRO~~A"'. ?T1R'lHf:rU'OIoil;,
PiRIorIe R~POR'I'S ON lUD!}~:TA!{'f ALLOC"TION~ ~!:O:.T: D }'} ..
RE(,llrRI~D OVl:R 'IEI: P~F IOD CF TR'!i AGR1~r~}:~,T TC r!~f,.oll T~L

~ISSION TO ASS~SS CO~PLIAN:T WITh AGR}1D F~IC~ITIYS.

FINPILY, T~l; MISSIC't-: ~HC'rLD AS~'.·H~ ITS1LF PC::':' P'CC 'I'~A1'

'IB1 GOVi'H'~~NT HAS ACCCHD1D A~' J.F'FRCPRrA~l' t""PEAfI~ le.
PFIC~I'IY ?RO;SA~S. T~IS CAN TP~N ~! 1SIt A~ h FASTS j~l

~A'\I~:r: Jl.'fGl.f"'!t!.TS A}0t1'f-1'11.!f"...\R~ lCCP.t rllRRE:\·CYA.1L.cC.~TIOI.

III CI f I (I 1\ S• .

9. TO REITERATE, AID'S R~T1NTION or ~ONIT0kING A~P

APPROVAL RrGRT~, A~ ~~LL A~ T~~ RIGH! to P~C~I~~

R)P0RT~. IS ~IRrCTLY RILAT!" T0 TH! PRCGRAMMING BJHDth
I

'IHAT AID ASSUME~ FOR IT51L1 I~ THE AGRErML~T DESCRIBING
H0\~ LOCAL C:J~~FNCY ,;ILL BT usrD. RITTN1IC" OJ TEJSl
RIGHTS IN THE AGREE~E~T SHOULr IE CONSIS1E~T, 1H!h, ~J1E

TEl AGhIID UPO~ P~OGRA~MING Ri~PONSIPILI'flJ.~ OF All' BUT.
A1 A ~INIMUM. SHOULD BE ADFOUATl TC ~N~URI THA! AID ~11H

'I l"'}~LY ACCr.~~ C!'.N TArE .H: I··'!)r.P\~!Dlt-:'I LOOI< fT SUPPO~'i'I':\;

rC,ClWr"TA1'IC1J TO VJ?IFY 'I'FAT TP} AGRrI'MT~11 ON Uo:::::: 0,
LeGAL CUiR~NCY HAS NOT !EE~ VIOLATED.
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10. ~~ NFCIS~ARY, RrGIO~~L BURJAU~ ~ILL f0Ll~~ U~ VI'IH
COVN'IRY-!Y-COUNTHY GUIDANCE. AID/W AS A ~HOLS ¥ILL ALSO
CONTINUE To'rVALUATE THE IMPLEMENTATION OF T~IS GUIDANC~

. T0 INSURE Cl.ARITY ," CONSISTINC!. AND CONSONANCI: wITH .
LFGISLATltr. INT~NT,AND 'YILL AMEND OR UPDATE GUIDANCE AS

'CIRCDMSTANcrs WARRANT. ~ISSIONS ARE INVITED TC PROVIDF
. CO~M1HTS ON THE CONTE~T OJ ~aIS GUIDANCE. AID/~ ~ILL

RF.~POND EXPEDITIOUSlY TO INQUIHIES. WHITEHEAD
13T;
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SPECIAL DEVELOPMENT FUND (SDF) PROGRAM

I. SUMMARY ~DF DESCRIPTION

The SDF's objectives are to institutionalize an indigenous grant
making capacity outside the GOP and its PC-1/ADP/Minist~ria1 process, to
strengthen the programing and monitoring capabilities of Non-Governmental
Organizations (NGOs) and community administrative units, and to support
specific women in development and community participatory d~ve10pment

activities in the social sector. The Mission envisages an arrangement
under which the GOP will issue a decree forming a Trust for Voluntary
Organizations(TVO) dedicated to support of NGOs. USAID will undertake a
US dollars thirty million grant to Pakistan conditional upon the GOP
agreeing to transfer rupees five hundred and twenty million to a
sUbsidary Special Development Fund in five annual installments. All
interest will be returned to the Fund. A private company will be formed
to run the TVO and the Trust. The Board of Directors of this private
company wi 11 cons ist of ten pl-i va te sector rlotal>1es and three government
representatives (Economic Affairs, Finance, and Health and Social Welfare
Divisions). (An indicat~ve list of candidates for the ten private sector
positions includes noted activist jUdges, important local
philanthropists, a number of women prominent in WID and leaders of the
NGO community.) The private company will solicit, review, select and
monitor grantees. The purpose of the support provided through SDF is to
make funds available for the above described entities and activities
overlooked by the GOP because they are of relatively low priority and/or
are too small or remote to access the nOrml1 government bUdgetary
process. The $OF program constitutes a significant GOP policy
initiative. The establishment of the Trust and SUbsidiary Fund will be a
precedent setting commitment to decentralized deve~opment financing and
promises greater allocation of local resources to NGOs and community
administrative units for WID and community participatory development
acti vi ti es in the soci a1 sector.

II. BACKGROUND

A. The Human PrObl em

1• Sta tus of Women

Pakistan's development, as measured by the growth of
~P/GOP. has been impressive, especially compared to neighboring
countries in South Asia. This development, however. has been accompanied
by a rapi dly deteri orating and chronically underfunded social
infrastructure. For example, Pakistan has never all~ated as much as two
percent of its GNP or as much as eight perc~'t of total pUblic
expenditure to education. By contrast, in most other Asian countries
education receives from three to six percent of GNP and from 12 to 15
percent of total PUblic expenditure. Similarly, Pakistan continues to
allocate less than one perc~t of GNP for health care, The consequences
of this neglect are striking, especially for females.
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The statistics speak for themselves:

Female life expectancy at birth is 48.8 years as compared with 53.7
for males.

Female mortality rates are higher than for males in all age groups
between one and 44 years.

56 percent of the disabled population is female, including 66 percent
of the blind and 60 percent of the deaf and dumb.

Female literacy is less than 16 percent, compared with 35 percent
literacy for males. Female rural literacy is seven percent, compared.
with 26 percent for males. (These figures may well be overly
optimistic; in some provinces rural female literacy is as low as 1.8
percent).

Female primary school enrollment is 31 percent compared with 69
percent for males. Female middle school enrollment is 24 percent,
compared with 76 percent for males. Female high school enrollment is
24 percent, compared with 76 percent for males. The female primary
school drop out rdte is at least 50 percent.

Rural women typically work a 16-18 hour- day with an average time
allocation as follows:

Activity Time Spent Proportion of
(Hours) Work; ng T; me

Percent

Care and feedi n9 of 5~50 35
11 vestock

Milking and churning 1.00 7
Cooking 1. 75 11
Carrying food to fields

and feeding children 1.50 10
House cleaning and

making dung cakes for
fuel .75 5

Carry; ng water ..50 3
Chtld care .50 3
Other domestic chores

(food processing, craft)3.00 19
Afternoon rest 1.00 7

n:sn TOO--
2. laggi ng Sod al Sector Suppor~

Virtually all government expenditures in the social sectors
are channeled through the formal government bUdgeti ng process. (See Annex
A-l and A-2). This process is unwieldy and time consuming, leaving large
segments of the population urltouched. Although there is considerable
ins ti tuti ana1 and i ndiv1 dual interest wi thi n the GOP in fi Ildi ng
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mechanisms to support decentralized social sector programing~ the
understandable GOP focus has been on large scale investm~nts in such
areas as power generation, agricultural production, communication and
transportation infrastructure. The government bUdgeting process simply
discourages social investment, especially smaller efforts.

To date, the GOP has seen itself as the point of departure and control
for a'11 development activities. External donor assistance is almost
always programed through the GOP's Annual Development Plan (ADP) and
Annual Development BUdget (ADB). Consequently, existing government
institutions are genera~ly not equipped to support the numerous
grass-roots and commun1ty-based entities that are often better suited to
promote social development.

The Ministry of Health, for example, has constructed and staffed a
network of health centers at the district or higher level. However,
medicines and services at the village or household level are also
required. This need has not been addressed effectively and,
consequently, only 16 percent of Pakistanis are reported to be using
government health facilities to meet their health needs. The Ministry of
Education constructed and staffed a network of schools but has neither
personnel, mandate nor funds to ensure effective community participation,
provide the necessary networK of community lit~racy classes, or even
promote the wider and multi-purpose use of existing facilities.

B. The Role for NGO and Community-Based Development

As a result of the GOP's centralized approach to development
programing, small-scale development activities, such as those typically
undertaken by NGOs and/or community administrative units, can seldom
become realistic candidates for government funding. There is,
nonetheless, an acute interest in the developmental and political
benefits that accrue from relatively 'small scale, innovative, flexible
NGO programs and from community demand~driven participatory development
initiatives. The creation of Women's Division in 1979 with its NGO
orientation and considerable research effort (See Annex B), and the
vigorous~NGO Coordinating Council (Population) established in 1985 and
evidence 01 this interest.

1. The NGO Community

For purposes of the program, NGOs are those various
indigenous institutions outside of public administration that contribute
to development research, program preparation and service delivery at the
intermediate and local level. This definition includes all non-profit
voluntary agencies providing development services but established outside
the government. This deffnitior. also includes a wide variety of agencies
and institutions such as cooperatives, professional and special interest
organizations, service and social clubs, research institutes, and
charitable, religious and neighborhood groups found throughout the
country. Formal registration is not a prerequisite to being included as
an NGO.

•
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Approximately 4.000 NGOs are formally registered with the Social Welfare
Department. The Punjab. representing about seventy percent of Pakistan's
population. also provides the largest concentration of NGOs' and NGO
activities with 3.000 formally registered organizations.

Throughout Pakistan. approximately 3.000 NGOs are viewed as voluntary
organi zati ons "of women, II wi th perhaps 90 engaged in defi ni te improvement
programs. These numbers. however, do not take into account the large
number of NGOs (such as kareze owner's associations. village committees,
ward or neighborhood groups and other community-based entities) that are
not formally registered. For example. a soon-to-be-released UNICEF study
of NGOs in Sind identified approximately 900 non-registered organizations
in the Karachi area. The registered NGO community, although primarily
urban, includes a number of organization~ in rural areas with potential
for support of rural development programing. In addition, ut~an-based

NGOs are increasingly aware of the need to reach rural areas and have in
recent years been making efforts to do so. ihese NGOs are typically
constrained by funds and access to transportation required to work in
vi 11 ages.

NGOs in Pakistan are characteristically multifunctional. with a range of
cammon objectives and activities related to health. skills training and
income-generation. particularly aimed at wanen and youth. More recently.
some NGOs have become more highly specialized. (~ee Annex C-l).

A second generation of NGOs is moving from the traditional social welfare
to a stronger developmental ori entati on. A'I though sta ffi ng conti nues to
be predominantly volunteer. there are an increasing number of
professionals working for NGOs. Indeed. some originally social welfare
organizations are now actively recruiting technical staff in an effort to
change orientation and improve delivery of services. A newly established
foundation in Lahore is staffed exclusively by professionals in fields
such as sociology, economics, and social survey analysis. Similarly, the
All Pakist~n Women's Association (APWA). one of the oldest and most well
respected Pakistani NGOs, has stated its commitment to having a
~rofessional project or executive director if funds can be obtained.
Funding for ~nstitutional development and project support could be highly
effective in promoting professionalism nascent among existing NGOs
actively seeking to expand into more effective development programs.

2. Community-Based Development

While highly centralized, the administrative structure of
Pakistan prOVides potential for community participation and
responsiveness to local needs through the lowest end of its
organi zati onal structure, i.e. the un; on council s, d; stri ct council s,
tehsil councils, village committees, town ccmmittees and their urban
eqUivalents. It is these units of aanlnisttoation, most frequently
el eeted, that vi 11 age and urban nei ghborhood groups look to for
development support whenever funds are available from federal and
provincial patronage or, on occasion, from donor support and local
revenue raising (See Annex C-2 for examples).
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Energizing this level of administration through the SDF's direct
funding mechanism is attractive because institutional structures may
already be in place to support community participatory implementation.

C. The Social Context of the SDF Program

Many Pakistanis are disillusioned and frustrated by a perceived
inability of the Federal and provincial Governments to provide sustained
social services. Some believe that the state education system has
deteri orated, hospi tal servi ces are unsati sfactory, and promi sed rural
health cells are without personnel or medicine. Although government
as si stance iss ti 11 comnorlly sought and expected, there is a he; ghtened
recogni ti on of the need for private sector and se1f-hel p efforts,
especially at the "mohallah" (urban neighborhood) level, and within
villages with strong community leadership. There have been some notable
successes such as the Orang1 Pilot Project (OPP) and the Shah Kot village
training and income-generating project for women. The SDF Program, by
making funds directly available to NGOs and community units such as
district councils, village committees and town committees, seeks to
reinforce these self-help initiatives.

Pakistan's complex social and political fabric discourages efforts to
generalize as to the acceptability of women in development progr~. What
is apparent, however, is a growing pUblic awareness, evidenced in
political speeches, .newspaper articles, local and regional conferences,
that efforts to improve the status of women are critically necessary.
The statistical disparity in male versus female status in health,
literacy, and labor participation is a subject of pUblic embarrassement.
The existence of this awareness should not, however, suggest even the
beginnings of a unanimity of opinion as to appropriate WID
interventions. The subject is very much 1n its experimental stage with
NGOs necessarily in the forefront of that experiment. NGO women-oriented
activities, generated from their own sense of cultural appropriateness
and acceptability, range from the traditional to the innovative. These
inc 1ude:

household skills improvement such as cooking classes, sewing and
embroidery for dowry articles;

child care training;

nutrition education;

maternal and child health education/tr'aining;

family planning and child spacing education and clinics;

training to improve home-based production that r~duces the need for
household cash expenditure (e.g. kitchen, garden plots, sewing, food
processi ng);

training in hOOle-based production of goods for sale (e.g. carpet
weaving, spice and masalla preparation);
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basic literacy and adult education programs;

training for employment outside the home (e.g. secretarial skills,
mi dwi fery, sma 11 app1i ance repai r);

intormation programs on management techniques, access to credit for
women;

hostels to house working women;

information on business strategies for women entrepreneurs;

consumer advocacy seminars;

education regarding women's legal rights and inheritance under
Islamic law;

trade union development and organization;

comnunity-based development and improvement of low-income housing and
sani tati on.

The range of these indigenous initi~tives suggest an environment capable
of exp10ring social change, albeit with great care and selectivity. The
SDF program is designed to strengthen, financially support and expand
these indigenous initiatives.

D. Constraints

There are important constraints affecting the ability of
Pakistan's NGOs and community administrative units to deliver effective
social sector programs. The prim~ry constraints are:

1. the lack of an i~stitutionalized indigenous merit-based
grant-making caracity outside the GOP;

2. the GOP's estab1ishe~ policy of centralized development
financing for all sectors with the resultant inability of
NGOs and coo111uni ty-based admi'ni strati ve uni ts to obtai n
development funds; and

3. the relative weak tradition of NGO activities and/or
community participation in social sector development~

Related secondary constraints are that:

1. NGOs and community-based administrative units frequently
lack the professional orientation and staffing to produce
fundable and implementable projects. This constraint
begins with proposal preparation and runs through
bUdgeting, implementation, monitoring and evaluation;



- 9 -

2. NGOs and community-based administrative units, in keeping
with the feudal context and patronage tradition, often
maintain a social welfare focus without developing and
sustaining a wider development orientation;

3. NGOs and community-based administrative units rarely
broaden their constituencies or actively seek wide outside
support through professional fund raising or in-kind
community participation; and

4. NGOs tend to be fragmented and, at times, inappropriately
cOOlpeti ti vee Efforts made by one NGO are sometimes
duplicated by another. The explanation for this may be in
the 1imi ted access to 1i mi ted resources, chari sma ti c ra the!"
than institutional leadership, volunteer rather than
professional staffing, and an absence of a coordination
mechani sm.

E. Absorptive Capacity of the NGO Community

Despite its considerable potential, the absorptive capacity of
Pakistan's NGO community remains limited. Early grants under the SOF,
therefore, will focus primarily on strengthening indigenous NGOs as well
as supporti n9 speci fi c project act; vi ti es. Such Ustrengtheni ng" grants
may be used to finance a wide range of activities including training,
infrastructure, recurrent costs, selective commodities and technical
assi stance.

In addition, SDF may be used to support an NGO Resource Center which will
serve to (a) identify training and technical assistance requirements of
indigenous NGOS, (b) provide, on a fee, membership or cost basis,
required training and technical assistance, (c) provide a forum for
exchange of views and experiences between NGOs, (d) provide a data base
to NGOs re donor programs and financing availability, technical
assistance resources, and in-country and ex-Pakistan training, and (e)
provide a library of literature, reports and similar materials relevant
to NGOs. Creation of an NGO Resource Center is being explored by a
number of Pakistani organizations including the Agha Khan Foundation and
Shi rka t-gah.

To address this acknowledged deficiency in absorptive capacity, the
implementing organization will be expected to directly involve itself in
NGO strengthening through provision of technical assistance (on a cost
reimbursable basi s) relevant to proposal ~tri ti "g, bUdget; n9, cost
accountability, monitoring etc.

Where available, intermediary offices or organizations may be utilized a~

the mechanism of grant coordination. Opportunities for using such
intenmediary organizations exist in the Punjab (through the Ministry of
Social Welfare in support of social welfare agencies), 1n Sind and
Baluchistan (through the highly trained C(~issioner/DeputyCommissioner
Civil Service in support of Union Councils and village committees) and
through some overbranchi ng .4605 such as S1 nd Rural Worker's Cooperati ve
Organization, APWA and Behbud.



- 10 -

While recognizing the important NGO strengthening function of the SDF. it
is al so expected that the SDF will fund spec; fi c projects of
organizations requiring strengthening in order to promote the
organizational sense of development participation and to stimulate its
NGO constituency. The projec+ grant activity. a collateral strengthening
grant or TA will address the deficit areas. Strengthening without
visible project a~tivity is probably not desireable.

F. Absorpti "Ie Capaci ty of the COO11luni ty-Based Acini ni strati ve Un; ts .

Pakistan's civil administration and elected local bodies provide
ample opportunities to work with local government/community-based
aoninistrative units. Below the Provincial and Divisional levels, there
are approximately 86 District Councils with varing capacities and
experierlce in development aooinistration. The District Councils, in
turn, are comprised of approximately 4,106 Union Councils, with each'
Union Council providing services for approximately 3-10 villages. These
Union Councils have had access to modest development funding and have
greatly varying capacities to deliver development benefits. Within each
village, there may be a vil~age committee which, although not a part of
the formal administrative structure, may be capable of responsible
utilization of modest funding. Villages frequently consist of 3-4
wards. Although exper),Jentation with ward-based support is possible, it
would appear that ward level development prcgramming is inappropriate for
the SDF. (See Annex 0).

1. Distrit:t Council: Until quite recently, District Councils
played a major role in implementing cOOll11unity development
related projects through funds made available to them
through the Provincial Annual Development plan. The 1985
decision to provide development funds to members of th~

Provincial and National Assenblies diminished somewhat the
importance of the District Council as a provider of
development benefits. With the dissolution of the National
Assembly that program has been discontinued. The Deputy
Commissioner or Chairman. District Council may be the
appropri ate poi nt of $OF ... dIn; ni strati ve con tact for
progranmi ng at thi s 1eve1•

2. Union Councils: The Provincial Annual Development Plans
p~ovide for very modest block allocations for Union
Councils for canmunity development work. The Provincial
Local Government and Rural Development Department (lG&RD)'
oversees funding in monitoring. The execution of small
sub-projects is undertaken by a Project Committee,
detenmined by the Union Council. Modest technical
assistance. if reqUired. is provided by the Departmental
engineers and sub-engineers. In almost all instances, the
sub-projects arc! modest, e.g. small gravi ty flow dri nki ng
water supply schemes, hand pump schemes, rough roads,
smaller causeways. The Deputy or Assistant Commrtssioner or
Chainman. Union Council may be the appropriate point of $OF
acn1nistrati'le contact for progranwning at this leveL
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3. Village C~mittees: Within many villages, there are
village-based community organizations (Islahi Committees,
Falahi Tanzeems, Behbud Committees, Small Cooperatives,
etc.) which are formed by local residents to implement
small-seal e developmeni activiti es. These organizati ons
mayor may not be registered. These organizations solicit
periodic contributions from villagers to undertake small
activities such as construction or improvement of katcha
roads, pavement of local streets, installation of small
pipelines, lining of water courses, repair and maintenance
of water courses and drains etc. While some village
committees are well organized and raise funds on a regular
basis and keep proper accounts, others operate only on an
ad-hoc basis in response to a specific need and submit
accounts only on the eve of Eid.

Depending on level of sophistication and accountability,
village-based organizations may be candidates for direct
financing by $OF or for financing through local
administration (Assistant Conmissioner or Deputy
COImIi ssi oner).

The innumerable Village Committees, 4000+ Union Councils and 86 District
Councils provide both an opportunity and a challenge. The existence of a
highly developed administrative/elected local body structure provides
important access points for funding of grass-root initiatives. The
greatly varying levels of financial and fmplementat,oo experience,
capacity and responsibilitYD however, require the greatest circumspection
in selection and monitoring of grants to such comnunity-based
organizations. Technical assistance in support of potential grantees may
prove important. In addition, the sheer number of potential applications
for grant support from such organizations suggests a need for careful
allocation of SOf assets, lest the NGO component unduly suffer. It may
be appropriate to start a grants program for community based
administrative units on a "pH ot ll basis to better assess effe<:tiveness of
this gra~t mechanism and to establish criteria to limit demand upon the
Fund.

III. PROGRAM FACTORS

A. Conformity with Recipient Country Strategy

Establishment of the SDF would constitute a major policy and
institutional reform in the neglected area of social sector development.
Important GOP officials have often underscored the need for more
innovat<4ve and effective soc'lal programing inclUding support of local
initiatives and grass-roots community development. These concerns were a
major part of the 1985 bUdget speech by Finance Minister Mahbub Ul Haq:

"This bUdget aims at protecting the rights of our women. Without
equal progress of women, our nation cannot maintain a steady pace of
development. I have inc'luded a nunt>er of proposals in the budget to
pranote equal progress o'f our women:
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The annual development programme allocates about Rs. one billion
for accelerating the programme of female education.

On-going programmes for the training and welfare of women would
be strengthened and a number of new programmes initiated. For
this purpose, the allocation for Women's Divi~ion in development
programme would be nearly doubled next year.

We are fully aware that many of the problems of our female
population cannot be resolved by government agencies. These
require voluntary efforts of non-governmental organizations. It
has, therefore, been decided to allocate Rs. 100 million in the
development programme for initiating a Special Women's Action
Programme for women. Under this programme, provision will be
made for free legal advice, hostel acc~~odation, setting up of
day care centres and availability of other facilities.

This fund would be entrusted to a ~on-governmental Commission.
Voluntary women's organizations anel women members of the
assemblies would be represented on the Commission. Our main
objective is to support the efforts which are under way for
securing equal rights for women by providing them the necessary
financial resources." [English Translation of Dr. Mahbub Ul Haq,
Finance MH~ister's Urdu BUdget Speech (1985-86) Delivereo in
National Assembly on 23rd May, 1985].

This budget initiative, unfortunately, did not bear fruit although rupees
were allocated to members of. the National and Provincial Assem~lies to
help meet perceived community needs as an ad hoc response to the need for
decentralized development. ------

SDF takes these declarations and seeks to translate them into action with
an effective funding and support mechanism that deals ~th widely.
acknowledged but largely unaddressed official development concerns.

B. Role of the Program in USAID/Pakistan's Portfol~

The SDF will address previowsly neglected areas in the
USAID/Pakistan portfolio. Under the FY82-87 program, the $1.6 billion
aid package w~s divided among agriculture (48 percent), energy (27
percent), area development (8 percent) and social sectors (15 percent.).
The package was almost entirely government-to-government, although some
modest steps were taken to involve organizations and ind;viJuals outside
the Government. For example, $2 million was used to support the
semi-autonomous NGO Coordinating Council (population) in its funding of
NGO-related activities in family planning. Similarly, limited training
grants and support for a private sector business institute were
accommodated under the Devel~nent Support Training Project. Many other
interesting interventions involving NGOs or community-based organizations
had to be rejected simply because of the absence of a financing and
support mechanism. The SDF has been developed to deal with this
recurring problem and represents the first Mission effort to provide
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systematically support for local initiatives and community development
outside the GOP bUdgetary process.

c. ~elationship to.USAID Polict

1. local Initiatives &Decentralised Development

As articulated in its policy papers. USAID has an
established commitment to decentra1ised social sector programing.
Supporting this commitment. SDf will achieve the following policy
Obj ec ti ves:

SDF provides independent avenues for supporting private development
initiatives by assisting a wide range of pUblic and private local
organi zati ons (AID Policy Paper - local Organi zati ons in Devel opnent).

SOF constitutes a major policy dialogue tool for achieving policy
reform by working with the GOP to define (or. more properly.
redefine) the relative roles and responsibilities of central
authorities and local organizations and to assist local organizations
in achieving greater flexibility and providing more effective
services (AID Folley Paper - local Organizations in Development).

SDF facilitates PVO/NGO participation and enhances their contribution
to AID's country programing goals (AID Policy Paper - Private and
Voluntary Organizations).

2. Women in Development

SDF represents a major USAID WID initiative in Pakistan.
Withir. a culturally sensitive context. it provides a mechanism for .
supporting a wide range of women IS institutions and programs. In
addition. it provides major support for the NGO community. one of the few
sUb-sectors in Pakistan which historically has been supportive of female
leadership as well as WID concerns. (AID Policy Paper - Women in
Development) •

3. Policy Dialogue

Policy dialogue and policy reform is the heart of the SDF
Program. The Program does not exist without a GOP commitment to an
experiment in decentralized social sector funding ~nd programing. GOP
acceptance of the SDF concept - a Fund outside the normal government
bUdgetary process and unencunmered by the customary ADP/PC-l/M1nisterial
process would, in itself, constitute a clear policy dialogue success.

4. Insti tuti on Bun d1 "9

Institution-building of a merit-based indigenous
grant-making capacity in Pakistan and among Pakistan NGOs and
community-based development organizations is a major investment of the
SDF Program. SOF seeks to develop institutions at two levels. Through
the creation and financing of a non-governmental, merit based
grant-making capacity. $OF seeks to create an environment which may lead
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to a self-sustaining foundation dedicated to non-governmental support of
important social sector initiatives. It is conceivable that the SDF can
be converted to an endowment or, alternatively, one or more NGOs endowed
to support activities within the SDF mandate. Technical assistance and
training W'ill sUPpOt't this initiative as appropriate. At a second level,
SDF seeks to strengthen Pakistani NGOs and community-based development
organizations to make them more effective agents of development. Again,
the SDF contemplates technical assistance and training to support the
strengthening effort.

Institution-building will be for the most part outside the existing
government structure, leading to a stronger and more vibrant network of
community-based organizations.

D. Other Donor Assistance to the Sector

Other donor support for NGO and community-based development
activities (a) '~s modest in terms of funding; (b) emphasizes projects
rather than the ~trengthening of recipient organizations; and (c) offers
only relatively short-term funding. As discussed above, SDF will make
considerable investment in strengthening'NGOs and local administrative
units to generate a broader and more competent base not only for project
activities but to strengthen the capacity and long-term sustainability of
NGO and community-based development institutions.

1. Canada: CIDA,providesC$350,OOO annually through its
Mission Administered Fund (MAi) to support short-term seed projects,
particl.flarly those related to NGOs, WID and cOfIIllunity development. This
money is administered outside the GOP's Annual Development BUdget but
wi thout a formal CIDA-GOP agreement. Thi s money cannot be used for
follow-on activities. CIDA has established a Social Sector Fund ca11ed
the Small Projects Office (SPO). As presently conceived, this Fund will
use CIP generations of approximately US$ 13 Million to support social
sector activities within the Annual Development Plan through GOP
Ministries (US$ 10.4 Million), and NGO activities approved by the EAD and
concerned Ministries outside the Annual Development Budget (ADP) (2.6
Million). All funds, including support for small-scale projects, will be
controlled by the Government of Pakistan with CIDA disbursing the GOP
signed checks to NGO recipients. The CIDA SPO office will have
significant monitoring responsibilities for both large and small
projects.

2. Netherlands: Netherlands funding to the NGO sector has
involved only two sizeable recent grants. The Aga Khan Foundation
received $100,000 ~nd the Pakistani Institute of Labor Education and
Research was given $70,000. GOP approval was required either at the time
of the bilateral talks or as each intervention was identified.

3. UNICEF: UNICEF's annual program is about US$5 Million
inclUding US$ 550,000 for WID. The funds are provided outside the Annual
Development Budget. Although money is given to provincial governmental
units, their governmental allocation may be correspondingly reduced.
UNICEF also provides some very modest direct assistance to NGOs in
Pak1 stan e
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4. IlO: IlO has had limited participation in WID/NGO
activities in Pakistan. Their primary recent project has been a crafts
training project in Sind at a cost of US$10,OOO. There has been some
consideration of ac~ivities in management development or secretarial
training projects.

5. OTHERS: Other bilateral donors are minimally involved in
SOF-type activities. Some international PYOs have made attempts to
support and strengthen the Paki stan NGO sector. These efforts, however.
are for the most part too small and diffused to have significant
long-tenm impact. Significantly, neither the major multilateral donors
(World Bank and Asian Development Bank), nor the major bilateral donors
(U.S. and Japan) have a fonmal mechanism for providing systematic support
for NGO or community-based development ir Pakistan although the Japanese
are exploring such an initiative now.

E. Assessment of Host Country Capacity

It is generally acknowledged that the GOP will continue to
concentrate its primary efforts on high value development initiatives
which, in turn, generates this need to encourage decentralized social
sector programing.· There is, however, a willingness of the host country
to make available its most senior officials to serve on the Board ~f

Directors of the private company.

There is a strong private sector host country capacity to implement the
SDF. Although there is no established professional grant-making
expertise in Pakistan, USAIO/lslamabad's experience is that there are
Pakistanis and Pakistani organizations competent in areas which can serve
as a base for developing the needed expertise. e.g. development
financing, social research, project des1gn~ proposal preparation and
presentation, marketing, budgeting, project monitoring and project
impl ementati on. USAID/Paki stan has recently undertaken a si gnffi cant
eval uati on of these capaci ti es in the context of sel ecti ng Paki stan;
fi rms to provi de a wi de range of servi ces to the Mi ssi on under .. IQe" ­
like arrangements.

Although the NGO sector in Pakistan is relatively embryonic, there are a
number of highly competent professionals knowledgeable as to NGO and
community-based activities who have expressed an interest in working with
the $OF.

IY. PROGRAM DESCRIPTION

A. Program Goal and Purpose:

The goal of the SDF Program is to improve the quality of life of
negl ected se!Jl1ents of the Pal,i stanf populati on. The primary purposes are
to: (l) strengthen the contribution of NGOs and community-based
actninistrative units to imprc)ving the status of women. and to canmunity
participatory development in the social sector; (2) institutionalize an
indigenous neutral grant-making capacity in Pakistan; and (3) promote GOP
institutional reform through decentralizad programing for social sectors
which historically have had limited access to the benefits of GOP central
developnent fi nanci ng.
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B. Achievements: */

Expected achievements under the SOF Program include:
1. Creation of one indigenous grant-making entity to supportsocial sector programming outside the GOP

budgetary/PC-1/Ministerial approval process.
20 Increased funding for social sector activities.
3. Increased GOP utili zati on of decentrali zed developmentprograming for the social sectore

4. Increased NGO and community-based demand for continueddecentralized development programing.

5. Str~ngthened and increased NGO and community-based activityin the social sector. By way of illustration only, using a7-year time frame:

Six new professionally staffed, development orientedNGOs expected to be stimulated by the availability offunds through the SOFa

6 NGOs x Rs 13,600,000 each LOP Rs 81,600,000 LOP
Strengtheni n9 of 20-30 exi sti ng NGOs havi ng moderatelystrong volunteer/fund-raising capabilities (4-5 peryear) •

30 NGOs x Rs 3,630,000 each LOP Rs 108,900,000 LOP(See Annex E for analysis prepared by ICRW)

Grant project support - 4-5 major NGO projects LOP(e.g. multipurpose centers, libraries) Rs 55,000,000 LOP
Grant project support - medillTl size NGO projects (15 peryear)

105 Grants x Rs 450,000 each LOP Rs 47,300,000 LOP
Small NGO grants program (e.g. conferences,
pUbli cat; oriS, one-time costs)

50 grants per year x Rs 125,000 each Rs 6,300,000 LOP
Strengthening of 20 community administrative units tocarry out project proposal, implementation andmon" tori ng process (2-3 per year)

----------------._------------
:/ Although SDF is conceived of as primarily a grants program, loans orgrant/loan mixes may be utilized.
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20 units x Rs 1,800,000 each LOP Rs 36,000,000 LOP
Grant project support to community administrativeunits for small to medium activities (average 30 peryear)

210 grants x Rs 540,000 Rs 113,400.000 LOP
Establishment and/or support of NGO/WID Research andResource Center and ongoing funding for research andmaintenance of library Rs 18,000.000 LOP
Administrative Costs
Total

Rs 53,500,000 LOP
Rs 520.000,000

It should be recognized that these figures are only illustrative. Thedecisions will be made by the private company administering the Trust andthe grant activity oversight will be their responsibility.
C. Operati on of the $OF Pr~qr!m

1. Fund Activit; es

The Fund, through the private company, will provide grantsand technical assistance to NGOs and community-based administrative unitsto (1) strengthen and professionalize the NGO an~/or administrative unit,and (2) support meritorious project proposals in the areas of WID andcomnunity-based parti'1patorJI development in the social sector. Projectsare to be demand-driven and, therefore, cannot be specified at thistime. The experience of other donors, conf,irmed in a 1986 USAID-fundedICRW study of potential NGO/WID interventions, sugg&Sts a considerablerange of NGOs and projects which could become grant candidates. (AnnexesC-1 and C-2 list illustrative organizations and grant proposals whichtypically might be considered for funding.)
~,

Based on experience with diSbursement demand and fund raising capacity,the Fund may eventually consider converting all or part of tne SDF to anendowment or, alternatively, endow one or more NGOs to further the $OFmandate.

2. Structure and Administration of the Fund

a. Rupee Funding

As presently conceiVed, the GOP will finance the Fundwith Rs. EtO million. An $OF account line item in t~is amount will beestablished by the GOP at the State Bank of Pakistan upon
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signing of the SDF Agreement by AID and the GOP. On each anniversary of
the signing of the $OF Agreement, commencing with the date of first
signing, approximately 1/5th of the total rupee amount shall be
transferred to an interest bearing (or profit & loss), non-lapseab1e
account at the National Bank of Pakistan. Interest or profit and loss
earned on this account shall be made part of the principal SDF amount.

b. Board of Directors

The Fund would be under the general direction of a
Board comprised of ten private sector notables and three government
representatives. The Board will provide periodic policy direction to the
implernt!tlting private company, approve the selection criteria and process
of sel ectf on of grantees, approve peri odi c (e.g. annual) rel eases of
funds to the private company for grant making, approve all grants of the
implementing private company_ ~

c. Implementing Organization

As presently conceived. the Fund is to be
administered by a non-go~ernmenta1 body dedicated to NGO support. A
private company will be formed to run the Fund. The company will recruit
a staff of approximately 10-15 drawn from the private sector. It will br
able to offer total compensation packages comparab1~ to th~ banking
sector, significantly greater than for government servants. Compensation
levels for cl)lllpany staff shall be subject to prior approval of the Board
of Directors and shall be established at reasonable levels.

111. Functioos of the Private Canpany

The functions of the private company will fall
into the following basic categor'ies:

(a) Development of sel ecti on cri teria. se1 ecti on
process and grant-making instruments for approval by Board of Directors.
USAID, "pon request and SUbj ect to avail abi1i ty of funds. wi 11 assi st the
private company. Handbook 13 as well as other grant modeis (e.g. Ford
Foundation. BCCI Foundation, MAF and the Aga Khan Foundation) may be used
as guidance for these purposes.

(b) Grant-Making: To include solicitation of
grant proposals, receiving grant proposals. processing and reviewing
grant proposals, selecting grantees, disbursing advances and other funds
to grantees, mon1torfng grantees and reporting to the Board of Director~.

(c) Technical Assistance: To 1nelude provi ding,
directly or through SUbcontract, assistance to potential and actual
grantees, e.g. proposal writing, organizational registration, development
of financial/monitoring capacity and support for specific projects.

(d) Fund Raising and Publicity for SDF:

(e) Special Reports: To inclUde providing.
directly or through sUbcontract. reports in response to requests of the
Board of Dfrectors, e.g. sector assessments. activity areas. tracking of
nUiber and gender of beneficiaries.



- 19 -

d. Accountability

There are no sales or other activities which generate
local currency from the':<isn transfer activity. As presently conceived,
the GOP will agree to capitalize an SDF Fund with Rs. 520 million. An
SDF account will be established by the GOP upon USAID and the GOP signing
the SDF agreement. On each anpiversary of the signing of the SDF
Agreement,commencing with the day of first signing, approximately 1/5th
of the total rupee amount shall be transferred to an interest-bearing (or
profit and loss) non-lapseab1e account at the National Bank of Pakistan
or other designated commercial bank. Interest (and profit and loss) will
be added to the Fund principal. The Rs. 520 million will be utilized
excl us; vely for SDF activ; ti es ; ncl udi ng costs of SDF admi ni strati on.
Accountability will be achieved through (a) GOP oversight (b) the private
company's monitoring of grantee financial reports and activities, to
include periodic audits of gr~ntee records as required. There will also
be an annual financial audit of the Special Development Fund by an
independent local pUblic accountant (financed from the SDF), and an
annual audit report will be provided to the Board of Directors, the GOP
and USAID. .

An annual report of SDF activities will be furnished to the GOP
and USAID.

3. AID and GOP Responsibilities

The SDF program constitutes a significant GOP policy
change. The establishment of this Fund is a precedent-setting GOP
commitment to decentralize development financing. By making these funds
available to NGOs and community administrative units outside the
established PC-l/ADP/Minister'ial aprroval process, the GOP is foregoing
much of its traditional control of development activities.

The GOP and USAID wilT each e!tablish a negative list of prohibited
activities under SDF. The AID List will include all AID prohibited
assistance areas as earlier communicated to the GOP for the entir~ AID
portfolio (Annex G). The GOP shall take those steps necessary to assure
that an annual report of SDF activities is furnished to USAID. The GOP
shall be responsible for monitoring the activities of the SDF.

4. Selection of Gr'antees

a. Eligibility of non-Pakistani PYOs

U.S. PYOs are eligible to apply to the SDF for rupee
funding of proposed projects. As I equired by the Government of Pakistan
for other sectors, (e.g. popUlation) the UoS. PYO and its proposed
project will require approval by the Government of Pakistan. It is
expected that U.S. pya projects that demonstrate a beneficial impact upon
Pakistan's NGO sector and NGO activities may be favorably considered.
Other foreign-based PVOs will not be eligible.
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b. Eligibility of Indigenous NGOs and community-based
administrative units:

The eligibility criteria for indigenous NGOs and
community-based administrative units will be developed by the private
company for approval of its Board. See Annex F for suggested definition
of Pakistani NGO.

c. Selection Process:

The selection process shall be developed and
implemented by the private cOOlpany. It is expected that the following
factors to be considered include:

i. The selection committee is to be drawn from
officers and staff of the ~rivate company organization.

ii. The selection process must provide for full
disclosure of potential or actual conflicts of interest, and address this
concern.

iii. All selection committee deliberations and
decisions are to be documented in ~iting.

d. Se1 ecti en Cri teri a:

The organ; zati on wi 11 develop sel ecti on cri teri a for
the approval of the Board. A balance is sought to be struck between
objective and sUbjective criteria.

D. Fund Inputs

1. Technical Assistance/Training

Technical assistance will be required to help develop an
indigenous private organization with the requisite conceptual orientation
to administer a social sector grants program and ad1ress WID concerns.
Developing these capacities may require short-term expatriate technical
assistance which may. subject to availability of funds, be obtained
through buy-ins to AID/W cooperative agre8nents. AID/W indefini~e

quanti ty contracts or through the canpany I S owr sol i ci ta ti on procedures.
The private company may also require program management. financial
management. accounting. monitoring and marketing skills which wUl be
hired or subcontracted from within Pak~stan. The skills are generally
available within Pakistan but. if necessary. limited short-tenn technical
assistance and out of country training can be provided to supplement
indigenous capacity.
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Although it 1s impossible to determine 1n advance what additional
technical assistance requirement may be needed to strengthen NGOs and
community administrative units and to support specific grant activities,
1tis expected that the company wi 11 provi de techni ca1 assi stance through
its own resources or by subcontract.

In limited cases, U.S. and third country training may be'required for
these purposes and may be procured as described above. The Mission
Project Design and Implementation Fund (391-0470) and Development Support
Training Project (391-0474) on a funds available basis, may in
appropriate cases be used, upon request of the company, to fund dollar
cost reqUired for' such TA/training assistance.

v. IMPLEMENTATION CONSIDERATIONS

A. AID Su~port Requirements and Capability

No direct hire or additional expatriate presence in Pakistan is
required for this program. It is expected that the program will be
administered as an activity of an existing office within
uSAID/Is1amabad. A local hire (possibly dependent enp10yment or FSN)
will serve as the project manager with overall aaninistrative
responsibility. One FSN professional, preferably with relevant NGO
and/or local aaninistrative unit experience, will be required to directly
assist the project manager in working with the implementing organization
to develop and monitor its capabilities and to review contract related
documents. A second FSN professional will be required to assist in
review of contract related documents and vouchers and f;eld--monitor
contractor and grantee performance.

B. Monitoring and Evaluation Considerations

The implementing entity will be reqUired to develop its own
monitoring capability, assisted where appropriate by outside technical
assistance. In addition, the GOP will provide for periodic external
audits, contractor performance review, if applicable, and selective
assessment of grantee perforrrlance.

C. Environmental Guidelines

The SDF is entirely funded by the GOP and, therefore, the A.I.D.
environmental procedures are not applicable. In any case, the activities
are largely subject to the NCategorical Exclusion".
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D. Gray Amendment

The SDF is entirely funded by the GOP and, therefore, the Gray
Amendment is not applicable. In any case, technical assistance and
commodity contracting opportunities for small disadvantag~d and women
controlled by U.S. firms will not likely exist under the SDF Program. No
U.S. dollar funded technical assistance or commodity procurements are
planned currently. However. U.S. technical assistance may be procured as
required in support of the SDF under the Mission's Project Design and
Implementation Fund. When such assistance needs are identified, they
will likely be appropriate for contracting with minority and women
controlled firms.

E. Program issues presented in PARD-!nd by ANPAC Review

1. How can the Fund best address GOP
soci o-rel i gi ous-po1i ti ca l-cutu ra1 sensi ti vi ti es?

The SDF has been conceptualized as a Pakistani undertaking,
responding to initiatives from Pakistan's NGOs and local
Government. The mandate, structure .and grant approval
process of the Fund, is preponderantly Pakistani t which
should afford ample opportunity to identify ~nd address
sensitivities. Programming proposed by U.S. PVOs will be
subject to this host country filtering process.

Although the Fund will stimulate, solicit and finance local
initiatives, the Fund will not initiate proposals other
than in the most exceptional of circumstances. This
approach will allow the range of grant activities to be
largely defined by that which potential grantees consider
appropriate from their "grass-roots» perspective.

Negative lists established by the two governments will
prohibit grants for activities Which are identifiably
contrary to the norms, laws and regulations of the two
countries. (See Indicative Selection Criteria - Annex F)

2. How can opportuni ti es for mi suse of the Fund and pressures l

on the Fund be minimized?

It is recognized that the custom of "safarish"
(influence-peddling) is potentially injurious to the need ­
for $OF to be percei ved and 0l)erated as a meri t-based
grant-making organization. Although there can be no
guarantee that untoward pressure will not be exerted upon
the Fund. the following controls may serve to lessen that
pressure:

Over~1ght by governing Board of Directors composed of
highest level GOP and private sector notables. This
Board, it 'Is believed. can be used to insulate the
organization from ~ome pressures.
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A system of internal reporting to the Board, external
audits and evaluations and "spot-checking" of the
Organization and Grantee activities by the GOP.

Mandatory eligibility criteria to be established by
the Board of Directors.

A statement of conflict of interest concern to be
incorporated in the SDF Agreement.

3. What wi'l be done to strengthen NGO recurrent cost
self~sufficiency (e.g. fund raising capacity, endowments)?

The Board will consider a number of grant vehicles to
encourage increased NGO self-sufficiency. It is probable
that "matching" or "challenge" grants will be approved as
one mechanism to encourage NGOs to develop a broader
patronage base. In addition, it is expected that there
will be strengthening grants and technical assistance
focused on creation/augmentation of fund raising capacity.
Strengthening grants and technical assistance will also be
made ava~lable to develop the proposal writing and
presentation skills of grantees and potential grantee to
improve their capacity to access funds from the SOF, GOP,
multilateral and bilateral donor agencies and private
i nsti t.uti onal sources.

The Fund may also consider endowing selective NGOs if fund
experi ence so warrants and NGOs can be i denti fi ed wi th
suffi ci ent long-tenn capac; ti es.

To a limited extent, support will be encouraged for NGO
activities which generate income to the NGO, e.g.
commissions on sales of products and services. The
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A system of internal reporting to the Board, external
audits and evaluations and "spot-checking" of the
Organization and Grantee activities by the GOP.

Mandatory eligibility criteria to be established by
the Board of Directors.

A statement of conflict of interest concern to be
incorporated in the SOF Agreement.

3. What will be done to strengthen NGO recurrent cost
self-sufficiency (e.g. fund raising capacity, endownents)?_

The Board will consider a nunber of grant vehicles to
encourage increased NGO self-sufficiency~ It is probable
that "matching" or "challenge" grants will be approved as
one mechanism to encourage ~Os to develop a broadef
patronage base. In addition, it is expected that there
will be strengthening grants and technical assistance
focused on creation/augmentation of fund raising capacity.
Strengthening grants and technical assistance will also be
made available to develop the proposal writing and
presentation skills of grantees and potential grantee to
improve their capacity to access funds from the SOF, GOP,
mul til ateral and M1ateral donor agenci es and pri vate
institutional sources.

The Fund may-also consider endowing selective NGOs if fund
experience so warrants and NGOs can be identified ~th

suffi ci ent long-tenn capaci ti es.

To a limited extent, support will be -encouraged for NGO
activities which generate income to the NGO, e.g.
commissions on sales of products and services. The
effectiveness of this approach must be carefully considered.

4. How can we reduce the ri sl< of creati n9 AID dependent
organi zati ons?

USAID wi1l take steps to ensure that beneficiary NGOs will
be as independently viable as possible and in any event,
will not be reliant upon USAID support for their survival.
It must be recognized that NGOs, to some extent, will
always be dependent on donor support. In addition to
improving the capacity of these organizations to access
multiple sources of donor support, the SDF will seek to
develop its own fund raising capacity and may explore the
SDF converting to an endowment in order that the SOF,
1tsel f, become a sel f-susta1 n'f ng donor resource.' If
appropriate, the SOF will also seek to fund an NGO Resource
Center to broaden the exchange of information on, amongst
other sUbjects, donor resource availability to Pakistani
organizations.
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5. What is the interest in and opportunities for activities
through community-based administrative units?

See discussion, Section II-F

6. How can an accessible and sustainable NGO Resource Center
be best developed or supported?

See discussion, Section II-E.

7. What should be considered for the long-term to stimulate
other bilateral donors, multilateral donors and private
donor support to the SOF?

Discussions to date suggest only a mild interest from other
potential donors in providing financial support to SOFa
This is to be expected given the parochial interests of
many indigenous donor sources and the bilateral orientation
of most country to country programs. It is unrealistic to
expect significant non-US interest in the SDF until the
Fund has a credible track record and donors are sati sf.i ed
that the SDF is not totally United States interest
dominated. Reason for some optimism are that (a) many
donors lack imp:ementation capacity for a grants pro~ram

and the SDF implementation entity can provide this critical
service, (b) the SDF wi11 be a GOP approved model/precedent
which others seek to utilize.

8. What is an "indigenous" NGO or activity for purposes of SDF
eligibility?

See Indicative Selection Criteria Annex F.

9. What is the absorptive capacity of the relevant social
sector (ANPAC cable para 4)1

See discussion, Section II BD E and F.

10. Does the creation of six new NGOs add a significant level
of complication to the already complex tasks of the
implementing entity (ANPAC cable para 5)?

See discussion, Section IV-B.

11. What arrangements have been made for accountabi 1i ty
including (a) degree to Which local 'currencies are to be
tracked, (b) monitoring and accountability of the
Implementing Agency, (c) monitoring and accountabili~ of
grants (ANPAC cable para 6)1

See discussion, Sections IV C2d and V-B.
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12. What are the selection criteria for grantees as related to
the capaci ty of red pi ent or'gani za ti on to carry out the
programing funded, fiscal responsibility and accountability
(ANPAC cable para 6)?

See Indicative Selection Criteria, Annex F

13. How will the selection criteria address a recommended
reC"Jirement for financial or in-kind contributions by the.
grantee recipient (ANPAC cable para 6)?

See Indicative Selection Criteria - Annex F

14. What arrangements will be made to document beneficiary
impact by gender (ANPAC cable para 7)?

A reporting requirement as to beneficiary impact by gender
will be made part of the special reports provided by the
private company.

15. What arrangements will be made for U.S. pva participation
in the SDF (ANPAC cable para 6)?

See discussion, Section IV C4 and Indicative Selection
Criteria Annex F.
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PROCESS OF APPROVING DEVELOPMENT PROJECTS ANNEX A-I

President

National Economic Council

Approves Five-Year and Annual Development
Plans and Programs

ECNEC
---------_.-
Final Approval for All PC~Is

Over Rs. 30 Million

1
I P & D Divis ion 1

Minister

Executing Ministries
Final Approval of PC-\ is
under R.. 10 Million with
Concurrenr.e of Ministe~

of Finance

PDWP
Final Report for PC-'~

Under Rs. )0 Hillion

P & D Department

Secretary

Executive Department
Final Approval for PC-II

Under RI. to Million

FEDERAL HINISTRIES



Annual
and

ANNEX A-2

PROCESS OF APPROVING DEVELOPMENT BL~GET

NEC
Final Approval

,~

lJune

, Five-Year Development Plans I
I

Development Plans
Sector Plans

t
P [. D Dvision

Calculates surplus for Development
foreign aid funds available. and
other reveiews to set ADP Budget

Ceiling

CF!iling

Annual Plan Coordination
COlUlnit t ee

P & D Director

Sub-Units

FEDERAL MINISTRIES

May - JL.l' ~.

Jal'\uary
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ANNEX B

RESEARCH REPORTS REGARDING WOMEN IN PAKISTAN 1/

1) SocicrEconomic Olaracteristics of Women in Sind
Province.

2) The Perfonnance of Female T~achers in Punjab.
) Un-organised Piece Work LatYAH Amongst Women - A Case

study in Lahore Neighbourhood.
4) female Crime in Urban and Rural Areas of Pakistan.
5) Training of Rural Women in Daudzai, District Peshawar.
6) An Investigation into the Patterns and Problems of

Lmproving Skills of Rural Women.
7) An Inv~stigation into the Problems of Reorganising

the Village School System.
8) Socio-Economic Status of Women Labour force Working

in Industrial Homes.
9) Women in Islam.
10) Women in Industry.
11) Possibiljties and Prospects of Agro-based Industries

for Rural Women in NWFP.
12) Nutrition Status of Women and Children.
1) Women in Pakistan: A Sta~istical Profile.
14) Patterns of Female 8mployment in Mining and

Construction Industries.
15) Women in Agriculture Sector in Sind.
16) Male Migration, Absentee Fathership and Changing Role

of Women in Village Communities.
17) Access of Pakistani Women to their Legal Rights.
18) Directory of Social Scientists of Pakistan.
19) Participation of Women in Cottage and small SCale

Industries in NWFP.
20) Participation of Women in Rural Economic Activities

in NWFP.
21) Training Programme of Dais in Pakistan.
22~' Data Base on Women in Agriculture and Rural

Households.
2) Development Planning and Women.
24) Profile of Women Voluntary Organizations.
25) A Directory of Women Scientists of Pakis~an.

26) A Glide to careers for Women in Pakist3n.
27) Expansion of Literacy for Women (brochure).
28) Developoont of lucerne-Generating Ski113 for Women

(brochure) .
29) Establishment of Model Villages (brochure).
30) setting-up of l1arketing cum Production Centres

(brochure) •

1/ - Available at:. O/pRO, USAIJ)!Islamabad.-
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32)

) )

34)

35)

36)

37)

38)

39)

40)

41)

42)

4 ))

4 4)

45)

46)

47)

48)

49)
50)
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Employment of Reti.red Wanen 'reachers in \'lemen' 5

Programmes (brochure).
Voluntary COrps to motivate and organise proJects In
remote and less developed areas (brochure).
Women's Position in Pakistan: Sociocult~r3i 2ffec~5

of Islamlzation by Anita M. WeiSS.
Analysis of Water Management Processes, Agrlcu1t .. ral
and Household Activities by Gender Roles in ~our

Villages, PUnjab, Pakistan by 5amina Khan and carol'{T1
Ater - 1985.
Focusing on Women: A Review of the USAID/Pakistan
Portfolio by ICRW Consultants - Harch 1986.
Invisible Workers~ Piecework LabOur Amongst Women in
U~~r~ by Farida Shaheed and Khawar Mwntaz.
The Marketlng Approach: Planning Income and
Empluyment Generation for Rural Woman oy Susan Malick
-,1984. •
RlghtS and Responsioilities of ~nen by Jamlla
Siddiqui and Amatu11ah Abdur Rahman.
The Changing Status of Women in IslamiC Pakistan by
wcy Helbock - 1975.
Women Workers in Rural Development by ZuDeida M.
Ahmad and Martha F. Loutfi - 1981.
Draft Report - The O6i (Traditional Midwife) in Rural
BalUchistan: Tradition and Change by Pamela Hunte ­
1984.
Self Employed Women's Association - Sewa Reception
centre, Ahmedaoad (.India)
World COnference of the United Nations Jecade for
Women: 1975-85 (NairObi-Kenya) Pakistan Country Paper
- 1985.
Draft Report on w~nen's Income Generatlng Activities
In Rural Baluchistan by ?,amela A. Hunte and Farhat
Sultana - 1984.
ProJect OVerview - Employment Opportunl~les for Rural
Women Through Organization (Draft).
Nation Builders: Women in Pakistan by Z. Julla Paton
- 1986.
Analysis of Mass Media Appealing to Wor..en by Seema
Pervaiz.
The National Conference of Muslim Women (Selected
Papers - Part 1) - 1980.
Development Planning and Women by M.L. Jureshi.
Lmproving Women's Lives: A SUrvey of ProJects in
Punjab and RecOITInendations for U~ID Involvement by
SUzanne Fisher Staples - 1986.
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51) An Assessment of Programs and Needs In t~e fleld of
\«Jmen in Development, Especially in Regard to
Education and Ttainlng by Baroara D. Metcalf - 1983.

52) Report on Identification of SUccessful Pro:ec~s for
~ _ 1mPCoving the Employment COnditions of Rural ~cmen ­

JUly 1983.
53) Papers on the National a:mterence of Non-Government

Wanen I s Organisations - 1982.
54) Women's Developnent Progra.nmes in the ~nJao - 1984.
55) Report of the Pakistan Commisslon on che Status of

Women.
56) RepOrt on Women's DevelO{Xllent Forum - 1984.
57) Report on the Role and Status of Women in Paklstan ­

1975.
56) Report on Islamaization and SOCial R:>licy 1n

Pakistan: The Constltutional Crisis and the Status of
Women by J. Henry Korson and Michelle Maskiell - 1985.

59) Report on Tradition and Modernity at the workplaces:
A Field Study of Women in the Phanmaceutlcal Industry
of Lahore by Anita M. Weiss.

60) A StudY of Prostitutes in Paklstan by Dr. Sohail
Abbas, 5eema Pervez, Tahira Shamim and rotlhanmad
Pervez ~bro¢lure). ,

61) Sex Role Images in the Text Books by MuhaJrmac Anwar
(brochure) ,

62) Portrayal of Wcrnen in Col11nUnication Media by Pakistan
Women's Institute, Lahore (brochure).

63) Battered Housewives in Pakistan by Tanl~a Shamim,
Mohamnad Pervez, Dr. SChaU Abbas and 5eema Pervez
(brochure) •

64) A Study of Abducted Wanen in Pakistan oy Dr, SOhail
Abbas, Mohanmad Pervez, Tahira Shamim, 5eema Pervez
(brochure) •

65) A Study of Destitllte Wanen in Paltistan Dy Seema
Pervez, Dr ~ Sohail Abbas, r-bha.rrrn.:ld Per'lez and Ta.t'llra
Shamim (brochure),

66) Psychological Profile of Rural Women b/ ~r. Iftikhar
N. Hassan (brOChure).

67) Studles on Rural Women in PunJab Sponsored oy Women's
Division (brochure).

68) Role of Women: Economic and Social Requlrements
(brochur~} •

69) Studies on Rural Women in Sind Sponsor~j by Women's
Division (brochure).

70) Report on Integration of wanen in Deve1~pnent by
Shahida Sheikh - 1975.

71) Wanen's Division •. Role and Functions (brochure).
72) National Conference on the Role of Women Councillors

for Effective Part icipation in local Goverrunent 1980
(brochure).
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7 J) Prott:X:t iv~ Lt!yi~ldl" lon foe fc:lctocy W~oon .In-J "'We
~rkers in Pakistan - Women's Olvislon (bcocnucel.

74) ~les and RespoosLbilities of NOOs in UrDdn
. [)!velo~nt E>rogra.lTl'lles by Naheed Aziz, Ldnoce - .. :1d5.
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AS~ <;-1

INDICATIVE LIST OF ~DIDATE ~GOS

-.-
1. Behbud Association

Rawalpindi, Karachi, Lahore
COntact: Mrs. Nighat saeed Khan

2. Aurat Foundation
LahOre
COntact: Ms. Neghar Ahmed, Ms. Shehla Zia.

3. Family welfare COOperative SOCiety
Lahore
Contact: Mrs. Mwntaz Karamat, Mrs. Sufiya Kasuri

4. College of Home Economics
LahOre
Dr. Farhat Shah

5. Pakistan Wcxnen's Institute
Lahore
Mrs. Singha

6. QJ l-e-Rana
Karachi
Begum Mehrou Habib

7. Applied Socio-Economic Research
Lahore
Ms. Nighat saeed

8. Orangi ~ilot Project
Karachi
Dr. Hamid Khan

9. Rural Development Foundation
Is la.Inabad
Dr. Sadiq Malik

10. Sindhi Women's Orga.nization
Kar_achi
Mrs. Rasnlda Hussein

11. Pakistan Federation of Business and Professional
Women's Associations
KaraChi, lahore
Bequm salima ~dI



12. ~~ocldtlon of ~u~ln~~~, Prof~~~londl ~nd A~rl~ultur~l ~U~

Karachi, Peshawar, QJetta
Ms. Shamim Kazmi

13. All Pakistan Women's Association
-. 1<arachi

Begwn G.ll I'linwala

14. Karachi Baldiya Project
Karachi
Ms. QJrrat-ul-Ain

,
15. SOciety In the Advancement of Higher ~ucatlon

Lahore
Dr. Hamid Qizilbash

16. Nirali Kitaben Adult BaSiC Education Society
Lahore
Ms. Najrna raeuql

17. Punjab Economic Reseach Institute
Lahore
Dr. Jamil Khan

18. Simong Women's Collective
LahOte
Ms. Neelam Shah

19. Shitkat-gah Women's Re~)iJurce center
Karachi, Lanore
Ms. Khawar Mumtaz, M.s. Farida Shaheed

20. Faml1y Planning Association of Pakistan
Lahore
Ms. Farida Shee, Ms., Mumtaz Begum

21. Technical services Association
Laho.. e
Mr. Anthony O1audhry

22. An Juman-e-Khawateen
Lahore
Ms. Tabbasom

23. Paklstan Association of Women Entrepreneurs
Karachi, Islamaoad
8egwn salrna Ahmed
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24. Slnd Rural Workers Cooperative
Karach:

25. Pakistan Girls Guide Assoclation
Lahore

26. Wcrnen's Social Organization of Multan
tt\lltan

27. Pakistan Federation of University Women
Islamabad

28. ChasTber of Colt1tlerce
(eg. Lahore, Rawalpindi, Karachi)

**~**
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IJE..~TEIED GrtANT PROFOSALS*- - ------
froJect
Descr lption

1. Katchi Abadi Research
& Tr aining Inst itute to
undertake research and
training in approaches to
low cost housing and
sanitation, formal and
non-formal education, and
cottage industries.

2. Bridge across stream at
village

3. Extension of girls
pr irrary sChool

4. News aulletin and
dissemination of
infoanation on women
under Muslim taw'

5. Income generation
schemes in tailoring,
food production, secre­
tarial skills etc.

Urban NGO/Karachi

Village Committee

Union Council

Urban NO:)

No::>

Cost

Capital
Investment
$135,000
Recurring
Cost (aMual)
$ 29,000

us$ 12,000

·us$ 21,000

uS$ 15,000
per year

Not
availaole

Source of
Inrocmatlon

Proposal
suomitted to
USA.ro

canadian Missi
Administered F
(w.F)

Paper by A.
Asghar (Family
Welfare Coopec
tive Society)

* Prepared with assistance of Ms. Margaret Lycette, ICRW



ProJect
?!Scc ipt iQ!}

-"56-

Requestlng
.9!i~ation

Cost SOucc~ .J(

:nformar: ~,Jn.

6. Mass me<:Ua- carrpaign to Nros
relieve oppressive social
customs 1ike dowry,
attitudes towards
remarriage of widows,
treatment of VlctlffiS of
rape, etc.

rJnder:er:i'llned ~id': l)r.a~

dt tn13 tlme ':.Jnfecence
of ~~n­

e.uvernr.en":~l

"'allen 1.:5 :'c;an­
lzatlOn ­
?e.snawac
1981

7. Craft training for
rural women

~nJab Social
Welfare Department!
PunJab Chamoers of
COrnmerce/NGOs!ILO
and others

US$ 160,000 rw
for Phase I
(Stlpends,
Training &
llmited
cornrodities)

8. Upgrading Soclal Welfare Provincial Ministry
Institute to train social of Social Welfare
welfare offices, community
development, ancillat'""'
workers, ,nanagers and
private voluntary
organization personnel.

9. ~ployment opportunities Union Council
for rural women through
organizatio/1.

Estimated
US$ 175,000

'Jndetermined
dt this t1.!OO

~nJaD ~~nlSt r­
of Soclal
welfa~e!

• Improving
Women IS l..i ves·
Suzanne Fisner
Staples (1986)

IW Ml.'3S10n
Report by
I'.aria Tesselaa

10. Development of women Women's ProJect Cell US$ 90,uOO
entrepreneural tralning Planning & Development
with advlsory service Department, Government
to ~(J)s for settlng up of ?YnJab
and organizing of
production or1ented programs.

Pun Jao Women'::
01v1s10n

11. Multipurpose centre HQ
for well-estao1isned NOD

Estaolished NGO (AP./A) ';pto
$270,000
(ouilding
only?)

Proposal
submitted
to USAIO

12. Women's multi-purpose Urban NCA)
complex to house skills
training centers, eXhloition
space, shops owned and
managed by women, and a
working women's hostel

$294,000
(2 years)

Proposal
sutrnitted to
USAID

13. Wanen's Investment and Urban HQ)
Developme~a: COrporation
to finan<" ~ viable projects
of women entrepreneurs

capi tal Proposal
investment submitted to
yr.l:1882,OOO to USAID
Yr.2: 882,000
'ir.3: 1,764,000
self-financing
thereafter
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f<equesting
9r<januat lon

Cosr

14. Income generation for NGO/Sind
women in Sind - traininq
in animal-husbandry and'
poultry raising, seri-
culture activities,
introduction of agre-
processing technologies
more efficient cookstoves,
hand ~s

15. Integrated oevelopmE:I1t Distl.'ict COuncil
Activi~ie8 for women in
Rawalpindi Jistrict
including literacy,
traininq for
raising poultry, dalry
goats t knitting, charpoys

~6. Women's library and ProYincial Gaylt.
resource center focused
on women's development
needs/partici.patlon.

$25-50,000

$16,500

$42,000

?:::[X).5.3:
je'/el0pej

0i/::::'( ::..u

Pt'.:>pos.31
suomitt~d to
UNICEF

Propo$al
suomitted to
UNICEF

17. Training for women in
entrepreneurial skills
and management.

18. Skills training center
for domestic and hotel
'Orkers

19. Introdycti~n of new
training courses and
to facilities at Women's
Industrial liomes

Proyincial Goy't.

Urban NGO

Provincial Gav't.

capital
~:westment

$33,000
rtecurring
Costs (annual)
$51,000

$117,597

$396,675
(15 homes)

PrOposal for
Provincial
Goy' t. fundil

Proposal
sutmitted t
USAIO

Proposal
suomitted

OOP and

20. Establishment of crafts Women's Division
ertp)riurn at Rawalpindi GOP
and Hultan

21. Establishment of Organ- Provincial \;av, t.
ization to market women's
Industrial Homes products

$240,000

$ 65,000

Proposal
submltted t
OOP and USA

-.-

22. CoTl'f"" t:y development
pre .S (100) at the
mal .. lavel

Provincial Gavlt. $ 1.3 Million _.-

23 ~.

tr
;"esource and
nin9 center

Large established
NOO

$ 1 million Discussed
with USAID "
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DISTRICT Cot~CtLS A..'ID L"NIO~ COL:;CILS ::~ 2.~<:S:.~~

S/~p_:.. Territory Disu1ct Counci 15 '~.~ i..:rt C,J'..m-: i

1. Punjab 29 ~ 36 i

2. Sind 13 569

3. ~.t.:.F.P. 13 560
I Baluchls.tan 17 315
~ .

5. Islamabad Capital territory
~ 1

6. ~orthern Areas 3 105

7. FATA *7

8. :\zad Kashmir 4 179

Total:

*called Agency Councils

86 4106



I WJJsmAT IVE NCiO S'1'RENGTH~ ING COST ANAL 'tS 1S •
.. mi'

This illustrative analysis is based on the assumption that the typlcal NGO

candidate for strengthening has a well-established cadre of volunteer staff who wlll

continue their fund raising efforts for the NCJJ. Strengthening will be achievaole

primarily through funding key project development, ~11toring and marketing 3taff

since most NGOs ace hindered by an inability to prujuce fundable project proposals,
and/or lack of e~rtise in marketing products produced through training and income

generation projects. Another major limitation to be addressed is lack of office

facilities and transportation. CUrrently, most NOOs operate from headquarters danat

on a tefi1Xlrary basis or from volunteers I homes. "ilile N<D staff may have

sensitivities and skills required for outreach to l~-incame and ~ural groups, they
otten cannot arrange for transport to the localities in wnich such groups are situat

Illustrative Funding Y~~_J

Project Development Officer
Marketing Specialist/Financial Analyst
2 Marketing Assistants @$ 6,000
Fund-raising Activities
3 Vehicles @$ 5,000
Office Bquipment (typewriters, desks, etc).
Office Rental
SUpplies
J Drivers @$ 1,000

Annual funding years 2 ? 3

Total 3, Years

* Prepared by Margaret Lycette, ICtw

•

III

•
:a

•
•
•
•

•

•

•

i 10,000/year
10,000
12,000

$ 6,000
$ 15,000
$ 3,000
$ 2,000
$ 1,200
$ 3,000

}_ 59.l2D~

$ 59,200 less
15,000 vehicles

3,000 office equipment

i4r;}~

j182,800 to $ 200,000



A~NEX F

Indicative Selection Criteria - SUEQort to Non-Goverr~nt Organizations
(NGUs)*

The private company will develop selection criteria for approval of
the Policy Board. The following are suggestions as to criteria which may
be applicable:

a. Negati ve List

The GOP and USAIO will develop a list 0f prohibited and
~e"sitive activities and topics to be used as guidance by company. S~e
items may represent non-negotiable prohibitions, and others cautionary.
areas to be referred to the board for decision. Tha company should not
hesitate to consult the board on any questions regarding the negative
list, AID should in any case refer all rejections of applications based
on the list to the board for final decision.

b. Identity of Recipient

1. Pakistani NGOs

For purposes of the SOF, a Pa~lstani NGO is a private
indigenous organization having its legal status creat~d under th~ laws of
Pakistan. Organizations created outside Pakistan but operating in
Pakistan are not considered Pakistani for purposes of the SOFa The
affiliates or subsidiaries of non-Pakistani organizations are similarly
not considered Pakistani for purposes of the SDF unless the affiliate or
~ubsidiary has been created under th~ laws of Pakistan. All
incorporated, registered or otherwise legally constituted Pakistani NGOs
are e1igible. Should it be determined that unincorporated and
unregistered entities are also to be eligible, it is necessary that their
institutional identity be established through evidence of verifiable
activity as a cohesive development-ori~nted entity or, in the absence of
such history, documentation of systems in place for institutional
existence and accountability. In all cases, the grant must be made to an
accountable recipient which recipient agrees to accept the duties and •
responsibilities as provided for in the grant instrument.

ii. Non-Pakistani P~Os

u.s. PVOs are eligible to apply to the SDF provided that
the U.S. PVO project has received the necessary GOP clearances for the
U.S. pva to operate in Pakistan. It is expected that U.S. pva projects
t.hat demonstrate a beneficial impact upon Pakistan's NGO sector and NGO
activities may be favorably considered. Other foreign based PVOs are not
eligible to apply to the SOFa

*These may be applied. as appropriate. to grants for community-based
administrative units and other community based organizations.



c. Activi ti es wi thi n purposes of the SDF

To be favorably considered, recipient proposals must be within
the purposes of the SOF. The purposes of the SDF are to (a) strengthen
the programming and monitoring capabilities of NGOsj (b) strengthen the
p~ogramming and monitoring capabilities of community administrative
unitsj (c) support NGO projects specifically directed to wane", in
development concerns; and (d) support community administrative unit
projects specifically directed to community participatory activities,
women in development activities or other activities in the social
sector. No activities may be funded that are not within these purposes
of the SOF.

d. Submission of grant proposals

Recipients are required to submit a grant proposal which
addresses J at a mi ni mum, the fo11 owi ng area.:

i. Identity of recipient. If the recipient 1$ incorporated or
reg; stered, copi es of the documents of reg; strati on and/or i ncorporati on
are to be attached•

. ii. Relevant financial and development prograrrming experience
ot red pi ent.

iii. Purpose of Grant/Loan.

iv. Plan of implementation for grant/loan to inclUde
implementation schedule.

v. Financing plan for activity to inlude costing data, grantee
contri buti on, SDF contri buti on, contri buti on of others.

vi. Plan for monitoring and accountability. The private
company will develop appropriate grant proposal formats to facilitate
presentation of necessary infornlation.

e. Recipient contribution

Recipient NGOs are expected to provide a minimum 25%
contri buti on to the grant aethi ty, in rupees or i n-k ind. The reci pi"ent
contribution may include volunteer staff and labor, land and buildings,
equipment, office support e1~. Although not mandatory, evaluation of
proposals will consider a 25% contribution as indicative of a reasonable
level of commitment of the recipient to the activity. This standard may
be reduced or increased to r'eflect individual institutional
circumstances/capacities and activities. In exceptional circlI1lstances,
the reei pi ent contr" but1 on r'equi rement may be wai ved in its enti rety.



f. Reci pi ent responsi bi 1i ty

SOF grants and/or loans may be made only to red pi ents that have
accounti ng systems t !lioni tori ng systems and reporti ng systems appropriate
to the grant/loan. These systems are, ideally, to be uin-place" prior to
SDF funding. If necessary and desireable, the privaove company may
provide direct t~chnical assistance to ~otential grantees to develop
these systems or, al ternati vely, provi ~ strengthen; ng grants!loans
directed to these purposes.

g. Access to Alternative Sources of Funding

SDF seeks to give particular support to those NGOs and community
organi zati ons havi ng 1i mi ted acces s to govermtenta1 resources generally
or having limited access to governm~ntal resources for a specific WID or
community participatory activity in the social sector. If alternative
sources of funding are available, it may be appropriate to suggest that
the recipient avail itself of that alternative source of funding.

h. In evaluating the development benefit of proposals, the
following may be considered~

i. Cultural appropriateness and cOl111lunity receptivit~', The
activities being financed from SDF should be sensitive to Pakistanis
religious, cultural and political mileau and be confident of reasonable
community receptivity.

ii. Needs of the cOl111lunity. The project should be appropriate
to address the most immediate needs of the community.

iii. Replicability. The project shouid have potential for
repUcability outside the illl1lediate community.

iv. Sustainability. The project design should include
mechanisms to assure financial t economic and managerial sustainability.
i f appropri ate.

v. Number of beneficiaries. The project should be designeo
maximize short-term and long-term beneficial impact.

vi. Women benf~fi ciari ec;. The WID ori entati on of SDF gi yes
special consideration to both strengthening and specific project
activities having a significant beneficial effect on the status of women
in Pakistan.

vii. Limited access to funding. The SDF seeks to provide
support to those organizations having limited access to development
fundi ng. Strengtheni ng and speci fi c pr'oj ect support proposal s from the
lag~ng provinces and neglected areas (urban and rural) will be given
special consideration.
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January 2~, 19&6
Mr. M. 11ya,ul Hlqul, Joint Secrttary
Icono.le Affalr. Dlv1e10n
Mlniltry of ,1nlnee Ind Bconoalc Altalca
Govtrnaant of 'akilt.n
,a.l.~an '.cf.tarllt - Block ·c·, Roo. 403
"Juao.sd
.ubj,c~1 USAID 'l'uining PLoqU.. : Rt.trictod or atnll1tt". Subj.ot

Mattlc., Ar ••• or '181dl t

~ you know, A.I.D. 0Plcltl. under I variety of r~ulation.,

prohib1tlon., c•• trlctlon. And .tatle-nt. of policy gijldanct that ~oY.rn

1n ..ny e•••1 not only A.I.D. oparation. but alao tho•• of II! other
Gov~:n..nt proqra~. M~lt of the•• concerna Ire dellt wlth 1n the d*e19n •
of lndll.i1dual project. In·. 10 they rar81y becoll. pc-oble.. for day to 4ay
proj.ct l~le..ntltlo~. In the el.a of our OevelopBOnt support Ind
Tralnln9 project, howeyer, we run the 9aaut of lubject' matterl and topl~'

t~r trllninq And the potentlal exist. for r~nnlnq afoul of our
roatrlction.. Because of th1s, I thought it would br. useful to Itate in
consolldated fashlon, for the 9ui~Ance both of.ourselve. in USAID al well
•• the Govlrnatnt of "kiltan, the r~.trletlon. that WI flce with
tralninq.

i include herl aCQal in which USAID Alal~tanc. ia pro~ibited, An~ 1180

ar.l, wh1ch for onl ceaaon or another touch on sen.itivitiea and which,
therefore! auvt be Jreatld clretully. I pre.ent thi. li,t in very brl.t
tora for •••• of r.ld1ng. I would be happy, however, to provlde furth.!
lnfof86tloft on e~y or all of theao It ••• :

Tra£ftln~, advice or financ~.l lupport:

1. Of any klnd, to the .1litlry, or of any .ilitlry benef~t, charactlr,
18pl1catlonl or nature: PROHIBITED.

2. Of anr kind, to the pollee, prl.on., or other law enforclng
agenelt., and to any agency or Igenele. Iych that it could be u.ed for
internal intelll,ence or .ucY.ill.nCII 'ROHlll~ID.

J. Jor or ~ow.r41 abortlon a••••thad of faally planninga PROHlI1~1O.

4. 'or or toward. violatlon of hu.an right.: PROHIBITID.



- yy-

Mr. M. Rl~'J~l Hlq~., Joint 8.cret.r~

'1'8 2

5. ~oc or towarda weathtir llo<H f lcation: PROifIEIIT£D.

,. ,or o~ tow.rd, Inti-U.S. policy or pollel"1 PROHI8ITID.

7. ror or towarda eo..uni •• or coaauni.t c~untfie.: PROHIBITID.,

I. 'or luxury goodl or .ervlc•• and g~mblin9 tmcilitie8: PROHI8ITlO.

I. 'or or toward. CIA actlviti•• : PROHIBITID.

11. 'or or towacda bh., diacd.ination or pcejudice ot Iny kind .~.in.t

bwain being.; PROHIBITED.

l2. .or or towarde nationalizing the economy or any part or parta
th.r'~f: PRO~IBITED BY ~NPeRBHCB •

••
13. '91' or toward. cQapetition with U.S. ,nterpel.,. by non-U.S.
of,.n1'ltlon.: S~ITIVI.

15. 'or or toward. production at non-food crapo ~f which ther. i••
lurplu81 SENSITIVE.

16. 'or or towacd, ~e.tructicn of forestl: SE~~ITIVB.

17. Por or toward. production of agricultural cropt gcown in th. U.8.
and allo grown tor ••port in the ben.fichry COUlltry: SENSITIVI.

It you wi'h, I would be happy to review with you the legal or policy
underpinning' ot the.e re.tricted and .enlltiy. areal. I wou14 b.
grateful if you could arrange to have theae acelll incorporated into the
Govorn.en~·, revlew and c1aatance process for particlpant train.r" in
ord.r to h~1p us ayoid the unpleaJlant nec••aity I)f cejl}ctinCJ propo••d
participant. for training in ac••• which conflict with th••• prohibitionl
or ••n.itivlti •••

With ~'It perlonAl regardl.
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