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I SUMMARY

A. Recommendations

Funding

USAID/Pakistan recommends the FY 1988 authorization of
$30 million grant to assist Pakistan in addressing its balance 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 the strengthening
of NGOs and community-based organizations, and to finance grants for
women in development and community development activities in the social
sector,

B. Summary Program Description

The program assistance will furnish ba]ghce of payments
support to the Government of Pakistan. The assistance will serve as an
incentive to the Grantee to create a Special Devel opment Fund (SDF),
which shall be established by the Grantee in the amount of 520 million
Pakistan rupees. The Special Devel opment Fund (SDF) Program will
institutionalize an indigenous grant-making capacity outside the GOP and
its PC-1/ADP/Ministerial process. The Fund, tnrough its implementing
agency, will provide grants and technical assistance to NGUs to promote
institution building and professionalism among the NGO community in
Pakistan and support meritorious project proposals, especiaily in the
area of women in development (WID) and community-level participation in
the social sectors.

C. Statutory Criteria

The program meets all applicable statutory criteria.
Appropriate statutory checklists are included in Annex A.

. Program Issues

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

A numper of issues relating to the proposed SOF program were
dealt with in finalizing the PAAD. Resolution of issues relating to the
operation of SDF are summarized in Annex F, Part Two, Special Development
Fund, Section V-E,



IT,  BACKGROUND

A. Choice of Modality

A palance 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 1is
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 independence 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 Payments (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
strengthen the country's BOP position. Although the 1987/88 current
account deficit of $985 million dollars ic 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 prices of
Pakistan's major imports--including petroleum--along with surprisingly
(and probably temporarily) buoyant workers remittances and probably
unsustainable export growth,

Given the increasingly protectionist tendencies in world trade, the
failure of Pakistan to diversity and sustain its export growth, the
slackening of labor demand in Middle Eastern countries, with a
concomitant fall in projected workers remittances and a deteriorating
foreign exchange reserve position, tne GOP will need assistance to
maintain, “f not improve, its precarious BOP position. While Pakistan's
recent trade performance is laudable, uncertainty shrouds its long-term
performance. For instance, the recent improvement in exports is due to
better internationa: prices of cotton and cotton yarn--Pakistan's
principal exports. Imports have shown a decline in value terms primarily
because of the lower prevailing prices of Pakistan's major
imports--petroleum, tea, and edible oils. The more disappointing feature
continues to be the composition of Pakistan's exports, which continue to
be neavily concentrated in rice, cotton, textiles and other
agriculture-related commodities. The export base continues to be narrow
with no appreciable movement towards manufactured exports. Meanwhile,
some commodity prices of Pakistan's imports have started to rise again,
and sooner or later their impact will be reflected on the trade balance.
Even more serious in the short run is the combination in 1987/88 of high
capital outflows to the IMF, Saudi Arabia, and repayment of tforeign
military sales credits.
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Pakistan's domestic budget situation is alsa a cause of alarm. With
revenues falling short of current expenditures, the budget deficit has
risen tc over 7 percent of Gross Domestic Product (GDP) in recent years
(PFY 87/88 budget deficit was 8.9 percent of GDP - 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 estaplishment of a rupee Special Development
Fund (SDF), focused on the needs of the social sectors, The cash
transfer and the resulting new social sector facility would provide the
GOP much needed foreign exchange and simultaneously benefit neglected
social interests by making available funds outside of the GOP's
cumbersome PC-1/ADP/ministerial approval process, and thus facilitating
grass-roots access to this resource.

2. Balance of Payments Analysis

The following analysis of Pakistan'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 Pakistan's
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 expnrts
(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 stapility in
export performance,

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 o0ils, 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 1983/84 l98£/85 1985/86 1986/87
Projected
Currenit Account Balance =1.609% =537  -1.031F -1.68 ~}.236 -1,000
Irade Balance 3,430 -2,989 -3,324 -3,552 -3,042 2,36
Exporte (f.0.b) 2,319 2,627 2,669 1,89 2,942 ), 278
Importe (f.0.b) -8,789 -S,616 -9,993 -§,009 -%5,984 -5,84)
Serviceo (net) -346 -607 ~114 -822 -1,016 ~1.,026
Peivate trsnsfere (net) .38 3.039 i.bo2 2.689 2.822 .39
of vhich: workers’ remittancee (2,224) (2,886) (2,737) (2,846) (2,598) (2.309)
Capital Account Balance 956 983 84) 110 1,228 983
Ofticiel Transfers (net) 421 n pil} 380 418 190
of which: refugee ssslotance (293) (118) (13%) (150) (13%) (150)
lona-Term Capital (net) 343 [ 74 438 299 §11 336
of wvhich: project, food 437 $912 388 383 419 40}
snd other commodity loens (net)
Disburoement (9129) (1,009) (880) (876) (1,073) (1,120)
Amortizetion/g (-492)  (-A17) (-492)  (-513) ( -654) (~-117)
Other public (net)/b 23 91 5 9s 7 13
Private (net) 83 88 63 141 185 118
Short-Tere Capitel (net) =3 =21} 36 -215 166 18
Offfciel (net)/c -9 -23) 56 - -213 18 - 30
Poreign Exchenge
Bearer Cortificatee - - - ~ 148 29
Brrors and Omissions ] 18 n ¢ =26 0
Basic Balence =643 426 -188 -915 =1 - )
Het Yoreign Assete (increase=-) 642 426 188 913 1 13
IMF (net) s 426 ~-19 -84 -236 -349
Purchsoee 508 507 0 0 0 0
Repurchases,, -131 -81 -15 -84 -236 -349
Other Central and Cowmercial Banks
(Incressees=-) 269 -852 203 999 24) 364
Groee reserves (-=increase) 289 -1,102 180 1,059 -146 254
Forelgn Curtency Deposite, v 63 213 102 -50 496 190
Other (net)/d -43 -23 -19 -10 -107 -80
Hemo ltems:
Groes officiel reserves 809 1,911 1,731 672 926 719
Beserves i{n veeke imports of
goode snd recvices 5.9 13.9 11.7 4.9 6.0 4.7
Current account deffcit 4.9 .9 3.1 5.0 3.8 2.7
os 1 CWP

[a Adjueted for debt rellef,

Hainly cowmercial bank borrowing of over one-yeer maturity,
Commercial benk and Teiamic Development Bank borroving of one year

astupity or less.

[d 1Includes depovits of foreign monetary suthoritiee and other {temes (net).

Source: Minietry of Yinance and Bconomic Affairs snd otaff getimates.



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

1976/77  1977/78 1978/79 1979/88  1964/8) i981/82 1982/83 1983/84 1984/35 198%5/3% 19886/87

v cotton 2%92.1 1.,102.0 855.2 1.32%1.0 $.203.¢ 2.938.2 3.898.6 1.771.8 4,368.0 8,290.5 7.67%.7
Cotton yam 1.12%.2 1,058.5 1,988.1 2,0318.0 2.052.0 2.074.9 3.1458.9 2.936.8 3.973.5 4,511.3 §,709.1
Cotts: cloth 1.603.3 1,741.2 2,135.2 2.416.0 2,389.6 2.949.) 31.579.0 4,886.1 4,.617.8 5.083.0 5.9%1.1
Rice 2,427.9 2,408.5 3.180.0 4,179.3 $,801.6 4,.127.9 3,682.6 $.688.4 3,335.7 $.527.2 $.052.6
Fisn ang fish

pregarations 3181.3 3181.4 482.0 $30.5 $59.2 78%.2 897.1 1,007.1 1,23t1.0 1,334.9 1,929.7
Tanned leather 847.4 636.5 1,247.1 1,264.4 391.9 1.152.2 1.195.0 1,971.7 2,3258.2 2.300.0 4,079.0
Carpets and rugs 911.9 1.176.8 1.754.7 2.198.¢ 2.242.8 1,675.5 $1,912.9 2,322.7 2,030.7 2,692.7 31,439.¢
POL products 268.3 825.9 £07.9 1,764.2 1,878.2 2.087.3 985.0 £43.0 825.0 307.1 443.7
Secorts goods 199.1 194.9 212.1 i44.5 312.3 319.5 442.0 665.0 873.6 786.6 1.000.1}
Raw wool 76.2 - 7&.7 100.0 95.0 $6.9 112.¢0 169.0 171.4 261.2 174.0 3114.8
Others 3.264.5 3,827.1 4. 404 5 §,358.7 8,303.5 8,081 14,536.8 15,410.6 14,5813.7 17,684%.% 24,631.2
Total 11.293.9 12.980.§ 16.925.0 21.910.1 29.279.5 26.269.9 34.44i.7 1Z.338.6 12.979.4 49.592.2  §3.268.0

3 On shiomenc bdasts: data differ from the balance of payments values dug to leads and lags in payments.

Source: Ffederal Burzau of Statistics.



Table 3: COMPOSITION OF IMPORTS, 1974/75 - 1986/87 /a
(million rupees)

- .

Itam 1874/7% 1978/76 ¥19726/77 1972/78 1878779 1979/ 1980/81 1961/782 1982/83 1983/864 1984/8% 1986/86 1886/87
Captta! Goods £.132 1,158 A 250 2216 18,979 16.629 18 882 12.503 L1335 24.419 pe:-9%-.1 41,193 A1.p8]
Iron and steel dars 58 45 28 57 p 1] toc 76 (3] 82 a5 9y 108 118
Plates uns sheats of tron 896 512 775 768 1,087 1,542 1,812 1,814 1,73 2,200 2.059 1,727 1.883
and steel
RoGp and strip tren - 53 1?7 23 9 28 26 44 %2 64 n 143 147
Ra31l¢ ana ratleqy track 4 93 78 26 78 207 58 $0 5 1 78 41 -
Iren and jtesl wire 53 66 $3 59 7% 82 L1'] 85 66 &5 78 108 11s
Tubas, pipas and Fittings 142 812 366 1318 222 276 281 218 425 297 839 945 $a02
Powar gensrating cmininery 2 129 25% 204 458 4%4 560 382 1.312 1,286 2,826 2,738 .28}
other than slectric :
Agricultural machinery 295 £34 837 939 1,090 1.480 1,048 1,428 1.943 2.226 1,898 1,881 1.588
Textile and leather sachinery 14 AL $81 §73 $01 818 739 812 877 997 1.3%3 1,683 1,834
Hachiine for spectal insustrigs 205 467 547 L A 528 5490 828 337 i.,070 2,307 1,912 1,820 1.147
Electric power sacninery 272 433 a3 532 633 S61 742 6048 736 9949 940 1,629 997
Boad motor vehicles 1111 543 1.85% 1,141 1,598 2,299 2,345 31,030 3.077 4,560 4,552 5,253 §.53%
orners 3.388 2,941 3,737 4,284 4,687 g.52 6,617 7.792 9.,77¢ 9.313 12,5828  1%.406 16,093
Consumer Goods 4.214 1.0 A.681 F 11 1.842 1,500 1.125 8.407 2.5323 10,746 14,2322 16.432 16,213
Wheat 2,461 1.78% 669 1,337 3,508 1,041 633 300 2873 858 2.759 4,720 1,184
Other food 933 1,281 1,386 2,078 1,871 2,517 2.%83 3,148 3,618 4,45% 5§.210 .1 7.2
Petroleus prod. . tS 424 1% 401 723 $26 1,886 1.77% 1,841 2,118 ),984 Z2.418 2,033 1.882
Medrcines and druss .19 272 3148 €11 601 753 936 1,222 1,390 1,800 1,974 2,252 2.633
Printed satlier 34 2% 24 49 71 167 100 87 92 98 110 134 186
Others 678 588 832 835 8568 1.138 1.340 1.479 1.8C2 1,547 1.910 2,142 2,492
Raw Raterials 10,959 8.929 10611 12,934 12.526 22,230 b {10819 33571 12,423 4} .242 46.438 41,119 42.312
Cruge petrolewus 2.145 2.526 2.7%) l.380 31.046 5.857 9.840 12,12% 12,891 12,149 14 374 106,640 7.083
Petroteua products fh 74% 327 172 813 1,274 2.940 3.538 4,264 £.524 5,028 4,970 4,082 5.3
Edible ot} 1.297 1.047 1,478 1.3583 2.953 2,298 2,625 31,450 3,670 6,518 6.954 6,129 4,062
Chemicals 625 483 55¢ 648 gle 89S 1,212 843 1,132 1,532 1.59) 2,070 2.87%
Dyeing and tanning emterizis 263 208 208 363 311 192 467 493 578 613 682 728 1.0842
Ferciltzers 860 559 623 1,048 2.868 2.711 3,817 @93 2.117 1.839 1,798 2.679 1,247
Crnem:cal satersals, H.E.S. 383 443 629 449 429 /844 5450 754 87s 1,203 1,802 2,0%0 2.657
psg tron. sponge forms of fron 280 64 39 42 56 186 i20 53 6% 1] i08 99 75
Ingst & ormary fores of tron 481 134 243 29% 338 329 383 363 207 117 24 3 122
Hon-ferrous matals, H.E.S. 7 3 4 s 2 2 5 3 } 2 2 4 s
Iron and steel forgings 17 48 18 il 14 18 20 L} 13 22 18 31 36
. Copper 127 42 50 86 78 133 134 145 172 222 227 292 328
Aluminus 106 35 128 140 115 20 234 356 282 322 407 Y&y 486
others 2.678 2.545 1,098 4,304 5,286 6.380 8,120 9,847 9.86%6 12,189 13,489 12,694 15,328
Yotal /¢ 26.925 20,465 23,012 27,818 36,388 46,929 51,524 $%.482 68.151 76,707 99,778 90,946 92,43}

/3 On arrivel basis (Customs data).
lh Petroleuma Products other than consumey §oods.
& Differ fros balance of payments figures sainly due to the gxclusion here of military taports.

Sowrce: Federal Burzan of Statistics.



b. Invisible Balance

As compared to FY 83, the invisible balance has
deterioratey in recent years. This is largely due to a decline in
worker's remittances especially from the Midcle East where employment
opportunities are shrinking due to low 01l prices and resultant 1ow
economic growth. Worker's remittances make a very important contribution
to foreign exchange earnings (Table 1). These remittances arew by an
average of $333 million annually from 1975-83. Inflow of remittances
amounted to $2.6 biliion in FY 86 compared to the peak level $2.9 billion
in FY 83, or the more reprecentative $2.2 billion in FY 82. For FY 87,
remittances totaled $2.3 biliion--down by 12 percent over FY 86 level,
and 2i percent from their peak level. They are projected to decline by
$100-200 million per year for the next four years.

c. Services
The deficit in services (e.gw freight, insurance, travel,
and irterest payments) has increased rapidly since 19€1--averaging an
increase of $100m annually (Table 1), A significant proportion of this
increase is due to the growth in interest payments on external deot. Tne
services account will deteriorate further as Pakistan's debt services
liabilities increase.

d. Current Account Balance

In recent years there has been some improvement in the
current account due largely to rising prices of Pakistan's major exports,
and lowar prices of its imports. However, given the declining trend in
workers remittances, and the firming up of Pakistan's import prices, the
current account balance may again ccme 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 percent.

e. Balance of Payments

Over the last cix years, 1981/82 - 1986/87, the overall
balance of payments was in surplus for one year and in deficit for five
(Table 7). The deficits total $ {.7 billion and surpluses $426m , With
the net deficit over the period averaging $200m annually. There was no
evidence of an improving trend in Pakistan's balance of payments for this
period.

f. External Dept Servicing

Dept service payment requirements have been steadily
rising in the past few years and are expected to approach $1.1 billion
for 86/87 including repayments to IMF for tnhe 1980/81 Extended Fund
Facility. World Bank projections show debt servicing liapility rising
(Table 4) up to 1989 and then tapering off quite slowly. External dedbt




Tisee 4 FROIFCTED SPRYICE FAYMENTS ON FXTERNAL FUBLIC DFRT
CONTRACTED THROUCH DFOEmaAFR , l"ﬂq/-ﬂ_
(millinn 118$)

1 9RA 1987 1onA 19809 1990 16ay
Suppliere’ Credite 29.9 28.6 _26.8 _26.0 _21.0 16.2
Financial Institutions 134.4 216.1 197.8 125.6 571.5 J8.J
Consortium
Bilatera]l Members 180.8 360.1 J68.6 325.8 jat.p 3342
Belgium 1.2 1.2 1.2 1.5 1.5 1.6
Canada 9.2 .t 13.0 1).7 1t.4 16.8
France 10.4 11.8 12.2 2.5 12.6 12.7
Germany, Fed. Rep. ). 8 h8.2 50.2 53.4 5.6 54.3
lTtaly 4.9 6.1 9.2 9.2 8.6 8.0
Japsn h8.4A 54.8 66.8 71.3 75.3 RY.0
Netherlandn 9.1 9.6 io. 1 10,4 10.56 106.8
Svitzeriand 0.5 0.5 0.5 i.6 1.5 1.3
Inited States 2539 VAR 20%.4 152.2 145.0 tan.0
Huitilateral Apencies 165.6 198.3 225.1 266,35 27).0 287.i
Agisn DNevelnpment 9.6 82.1 93.) IN).A 8.6 11r.7
18RD 13.7 R9.9 100.9 109.3 118.1 130.4
1DA 271 PAR n, e 1.4 6.1 313.0

Non-Consortium

OPEC 115,48 115.9 175.1 114,  148.5  _80.1
Iran 81.0 9.0 6.9 4.9 he .5 19.1
Fuwait 10.7 it.o 12.1 13.9 13.7 13.4
Libys 2.2 2.2 2.2 2.2 2.1 2.1
Saudi Arahin £6.0 7.4 e AR A 8.0 27.6
UAE 1. s 1i.4 1.2 1.0 10.7 10.5
OPEC Special, Fund h.0 h.n ho0 1.9 7.5 1.4

Other Lenders 110.3 111.6 174.4 156.2 139.1 98.2
Chins, P.R. 12,12 12.5 12.0 1.4 11.0 0.6
USSR 59.0 3.4 17.2 16.19 3.3 7.2
TMF Truat Zuad/b St St.t hl, 27.2 15.9 n.2
CGithevra hR, 7 A0 K hl .6 1.7 JR. @ 26,7

Total 1,056.6 1,155.7 1,167.8 },054.4 960.2  854.6

o e e e e o o o e e e e e o ettt e s o e = = e —— o e ——an o2 - s e 2 et i NP

[8 Debt with a maturity of over nne year gunrantend directly ar indirect!y by the
Covernment, excluding the nffrctr of deht relinf ngrasd tn in Jaanery 1981,
but inclndin; doht asrvice paymenta to private ecrrditore,

[b Table dnes not otherviae include service perymentc tn~ IMF,

Sour:e: MWorld Rank Deht Reporting Syatem, haned on detniled reparta provided by the
Govermment of Fakiatan.



- Pable ) 12 Het Toanster of Resoreen
/AELE 5 (I ong & Medivom (enmn) (LIS 3 mullion)
Met Trane.
(ome Debt Service Paymenis thed Met lrte as %
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outstanding at the end of the current fiscal year is estimated at
$11 biilion., External debt as a percentage 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. HNet Transfer of Resources

Because of the steady rise in debt servicing requirements
and a gradual shift to project loans rather than more quickly disbursing
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 1584-85 (Table
5). However, due to larger gross disbursement of $1.3b in 1985-86, 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 IMF, 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, Pakistan's capital account performance has been characterized
by shortfalls 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 1) 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. foreign exchange bearer certificates (FEBCs) and foreign
currency deposits (FCDs) by non-resident banks, as a means of mobilizing
foreign resources. Foireign exchange bearer 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. Foreign currency deposits, brought in by foreign commercial
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 volatile and dependent upon holders'
perceptions of exchange rate movement and other eccnomic factors. These
Tiabilities, coupied with deposits of some Middie Eastern monetary
authorities, are now quite substantial relative to gross official reserve
holdings. These could be the source of a large reserve drain should
their owners withdraw funds.

With steady or even declining real aid inflows and amortization payments
running around $900 miilion (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 with the result that, as of
mid May 1988, Pakistan's approved foreign exchange reserves of around
$700 million 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 balance
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 comfortable., S .

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 case 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
concessional and non-concessional 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
gap 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--which are not discretely shown in the accounts--may further
exacerbate Pakistan's balance of payments difficulties. Lower export
growth will also result in a financing gap Targer than the $400 per annum
outlined in the World Bank's base case scenario.

3. Internal Financial Analysis

Prior to the trunsfer of funds, the Government of Pakistan
will agree to capitalize the SDF 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 SDF 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 pe in foreign currency (dollars), and the rupee fund
capitalization requir~ment 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: Pakistan's budgetary position has been deterjorating
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: FINMANCING OF BUDGETARY DEFICITS

(Percentages)
1983/84 1984 /85 1985/86 1986/87 1987788
Financing 100.0 100.0 100.0 100.0 100.0
External borrowing (net) 19.9 141 27.2 21.0 21.9
Domestic borrowing (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 bovrowing 31.3 50.9 15.1 21.9 14.4

Source: Ministry of Finance and Economic Affairs.

PRO:Altussain:ni:7/31/88
0788H



Table 7: SUMMARY OF CONSOLIDATED PUBLIC FINANCE, 1980/81 - 1986/87

(Million Rupees)

=
19a0/81 1981/82 1982/83 19831/84 1984/8% 1985/86 1986/87
47.002 §1.910 $3.798 72.290 22.402 £9.877 29.550
Tax /a 18,846 43,003 49,240 58,255 61,212 72,636 78.187
Non-Tax 8,156 8,927 10,558 14,035 16,191 17,201 21,363
Contribution of Autonomous
Bodies 2,019 1,909 2,206 2.565% 2,639 2,942 2,788
Ret Lending & Equity
Participation - - - - - - 400
61.619 7101 82.637  100.002  116.819 )
Current /b 40,296 46,38 60,201 7,410 85.270 97,094 113,844
Davelopment 23,143 24,675 27,4316 76,591 31,549 37,408 42,869
fiverall Deficit =14.5)8 212,174 -25.586 25,147 =16.777 =41.68) =81.678
Einancing Ext. Resources (netl) 1.241 S.4% 5.700 §.001 §.169 8.584 112327
txl. Resources (gross) 11,374 11,263 14,834 13,812 14,200 19,346 23,001
Project Ald (1,602) (1.686) (4.83)) (4,.589) (7.378) {10,466) {12.943)
Non-Project Ald (7.772) (7.577) (9.601) (8.92)) (6.822) (98.860) (10,139)
Debt Repayment (external) 3,613 $.918 8.734 .51 9.0 10,762 11,754
= 4,522 6,113 1.2 12,289 12,872 27.001/c 10,601
{es X of GOP st current prices)
fotal revenves /d 17.6 16.7 17 17.9 16.7 17.} 1”71
Tax revenues 14.0 13.4 13.6 13.9 12.3 13.4 13.6
fon-tax revenues 2.9 2.8 2.9 1.4 3.4 3.2 3.8
Expanditures 22.9 22.) 24.2 231.9 26,4 24.8 26.1
Current 14.8% 14.4 16.6 17.8 17.8 17.9 18.9
Oaveiopment 8.4 7.7 7.6 6.4 6.6 6.9 7.0
Overot! deficitt 5.3 $.3 7.1 6.0 7.7 7.7 8.9
fxternal financing (net) 2.8 1.7 1.6 1.2 t 1.6 1.9
Domestic non-bank financing 1.6 2.0 1.8 2.9 2.7 5.0 .1
Bemestic dank financing 0.8 t.7 1.7 1.9 3.9 t. 2.0

{4 Intludes surcharges®

{h 1Includes fertilizer subsidy and excludes irrigation expenditure, which are
offset against Yrrigation charges and included in non-tax revenue.,

(& Proceeds from sales of Special! Nationsl Fund Bonds (SNFBs) which were financed
by bank credit to the private sector (Rs 1) b1114on) were used Lo repay
outstanding Bank credit for conmodity operations. These transactions have been
excluded from the budget so as Lo maintain comparabiiity with eariter years,

4/ Includes contributions of autonomous bodies and recuipts of sale from public
enterprises,

. Soyree: MiAlstry of Finance.




Table 8: COMPOSITION OF TOTAL EXPENDITURES, 1980/81 - 1986/87

(% of GDP)
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budgetary deficits have risen from about Rs. 15 billion (5.3 percent of
GDP) for FY81 to over Rs.50 billion (8.9 percent of GDP) for the past two
years (Table 7). With rising deficits has come an increased dependence
on borrowing, especially from domestic non-bank sources. The growth in
pubiic domestic indeptedness is accelerating and debt servicing is
absorbing an increasing share of government expenditures.

Current expenditures, which have grown by about 12 percent per annum in
real terms since FY81, presently account for over three-fourths of all
expenditure. The expansion of current expenditures is due mainly to
defense, subsidies, and dept servicing (Table 8). Together, these three
items account for over three-quarters of the increase since FY83,

Defense expenditures are Pakistan's single largest budget item, amounting
to 40 percent of current expenditures or the equivalent of the entire
Pakistan FY86 Annual Devel opment Plan.

Since the mid-1970s, the expansion in development expenditures has been
modest, with their share in Gross Domestic Product falling steadily from
10 percent to the present 6.7 percent. Pakistan also has the peculiar
distinction of financing its development budget exclusively through
reliance on borrowings--both domestic and foreign. For instance the
1987-88 budget proposed to finance fully 51 percent of its devel opment
program from foreign assistance--and the rest from domestic borrowings.
Such a heavy reliance on ‘externa)l assistance can prove disastrous given
the uncertainties surrounding foreign capital inflows.

During the past few years, government revenues have fallen short of even
current expenditures, thereby leading to a deficit in the revenue account
(Table 7). Revenues have remained in the range of 16-17 percent of Gross
Domestic Product with no evident upward trend. The stability of the
tax/GDP ratio in the face of numerous government ad hoc measures in each
budget to raise revenues, suggests the basic underTying inelasticity of
the revenue system. Five basic flaws of the tax system in Pakistan can
be identified: (1) tax revenues are relatively small-~for 1985/86 tax
revenues were 11,6 percent of GDP and financed only 46 percent of total
puplic expenditure; (2) the tax structure is inelastic; (3) the tax base
is narrow--agricultural income, although one-fourth of GDP, s
tax-exempt; (4) considerable tax evasion exists: and (5) there is a high
degree of skewness in the tax structure--i.e. an overwhelming reliance on
indirect rather than direct taxes.

The rising budget deficit has been financed by borrowing--foreign and
domestic (Table 9)., 1In recent years, the budget share covered by
domestic non-bank borrowings has been increasing quite rapidly--up from
37 percent in 1981/82 to 53 percent in 1986/87. As a consequence,
government domestic debt has been grawing at over 20 percent per annum
since FY80, and domestic interest payments by more than 27 percent per
annum. Domestic debt as a share of GDP increased from 25 percent to 34
percent over this same period and domestic interest charges as a share of
current expenditure have risen from 9 percent to 14 percent. The
marginal cost of domestic borrowing has remained in the range of 15-16
percent for the past several years. It is quite likely that government
borrowings at such high interest are diverting resources that might have
gone 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 buydget
deficits. Recurrent expenditures are laden with subsidies, defense
Costs, and debt servicing, As result, the government is unable to
address the known and critical needs of the social sectors. Moreover,
the external account situation can be no source of comfort for the GOP.
With rising indebtedness, declining worker ramittances and dwindling
reserves, the balance of payments position will come under increasing
stress during the next few years.

Given the above analysis, the proposed $30 million cash transfer is amply
Justified, It will not only help to reduce balance of payment
constraints but also serve as an incentive to the GOP to capitalize a
rupee fund outside the government and its complex processes, making much
needed resources available to the social sector of Pakistan.
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ITI. DETAILED PROGRAM 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 policv 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
communi ty 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-1/Ministerial approval process. [t 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 SOF 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 Agreement for Cash Transfer to be entered into between the two
Governments will provide for an immediate transfer of $30 million to the
Government of Pakistan conditional upon (a) the GOP and USAID entering
into a "Special Development Fund Agreement" establishing the m.dalities
of the Fund, (b) the GOP establishing an SDF account to receive over the
program period Rs. 520 million, non-lapseable, 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 commingled 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 Agreement will provide for: (a) a
description of the dedicated purpcses of the Fund as described above;

(b) @ scheduled inflow of rupees from the GOP to the Fund for a total of
not less than Rs.520 million in five approximately equal installments
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.



- 14 -

Iv. IMPLEMENTATION 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.

illustrative schedule of necessary actions and the

Action

Date

A.  Signing the Cash Transfer Agreement Sep. 21,

B. Signing the SDF Agreement

C. Technical Conditions Precedent met.
GOP notified of compliance with
standard Conditions Precedent,

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

E. 700 million rupees of Rs.520 million
transferred to non-lapsable
interest (or pc~ofit and loss)
bearing account. USAID notified.

F. GOP requests cash transfer.

G.  USAID notifies GUP of compliance
with suostantive Conditions
Precedent.

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

I. Cash Transfer completed.

Oct.
Oct.

Oct.

Oct.

Oct.

Oct.

Oct.

Oct.

Oct.

06,
13,
16,

22,

22,
30,

The following is an

responsible party.

1988
1988
1988
1388

1988

1988
1988

1988

1988
1988

Responsible Party

GOP and USAID
GOP and USAID
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 opligate funds, the Cash Transfer Program Agreemenc will contain the
following Conditions Precedent to disbursement, 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
(330,000,000) provided for in this Agreement or to the issuance Dy
A.1.D. of documentation pursuant to which such disbursement will be
made, the GOP shall, in form and substance satisfactory to USAID:

A. ~ Execute an "SNF Agreement" with USAID which shall, at a
minimum include:

1. a destription of the dedicated purposes of the 3DF 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
social sector;

2. a scheduled inflow of rupees to the SDF from the GOP
for a total of not less than Rs. 520 million in five (5) nearly equal
installments over a period of five (5) years, commencing with the
signing of the SDF Agreement; and

3. substantial operational autonomy of the Fund outside
the two Governments but within AID-GOP negative lists and policy
guidance. -

B. Provide documentation to AID that the GOP has established a
non-iapseable SDF account at the State Bank of Pakistan or other
institution acceptable to A.I1.D. to receive an amount of not
less 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 SOF Agreement.



3(A)2 - NONPROJECT ASSISTANCE CHECKLIST

The criteria listed in Part A are applicable
generally to FAA funds, and should be used

irrespective of the program's funding source.
In Part B a distinction is made between the
criteria applicable to Econonmic Support Fund
assistance and the criteria applicable to
Development Assistance. Selection of the
criteria will depend on the funding source for
the program. :

CROSS REFERENCES: IS COUNTRY CHECKLIST UP TO
> DATE? HAS STANDARD ITEM
CHECKLIST BEEN REVIEWED?

PROJECT ASSISTANCE

1. FY 1987 Continuing Resolution Sec. 523;

FAA Sec, 634A. Describe how

authorization and appropriations
committees of Senate and Houge have
been or will be notified concerning
the project. '

2. AA Sec., 611(a)(2). If fur*her
legislative action is required within
reciplent country, what is basis for
reasonable expectation that such action
will be completed in time to permit
orderly accomplishment of purpose of the
assistance?

3. FAML Sec, 20¢. 18 assistance more
efficlently and effectively provided
through regional or multilateral
organizations? If so, why is assistance
not so provided? Information and
conclusions on whether assistance will
encourage developing countries to
cooparate in regional development
programs.

\ANNLX A

Yes

Yes

Tarough Congressional
Presentation and Congressi
wotificacion.

No further legislative acH
is required within Pakisty

No. This is a Pakistan spd
cash transfer and Pakistan]
specific Special Developm
Fund.




EAA_8eg, 601(a). Information and
conclusions on whether awelstance will
pnpourage atforce of the country to:

[a) ipq;peyp the flow of intecnatipnal
frode; (b) fopter private Inipiarive and
cogpetitlont (¢! encoursge development
and vse of ocooperatives, credit unions,
and eavings and loan associations:

(d) discourage monopolistic prectices;
(o) improve technical efficiency of
industry, sgriculture, and commerce:
(f£) etrengthen free labor unions.

204

X0 D).

KAA _8ac., €01(h) Information and
conclusiong on how

assietance will

éncourage U.8., private trade and
{nvestyent ebsoad and encourza~ private
U.8. participation in Zoreign ._slstance
ptograms (lnoluding use of private trade
channgls and the services of U.8. private
entecprise).

‘ b36(h): FY 1987

£ G 2 DUING _B8golution Hecsi, %07, 509.
Describe steps taken to assute that, to
the maximum extent possible, forelgn
cucrenclies owned by the U.B. are utillzed
in lieu of dollare to weet the cost of
oantraptual gnd other services.

£AD 289G, $914(d). Does the U.6. own
excess foreign cutrency of the country
and, {f so., what arrangements have b2en
made fot its release?

0 . Will the asslstance
utilize competitive selection proceduces
for the awarding of contracts, except
whecte spplicable procurement fulee allow
otherwise?

o7

Fr %2;(9). 12 assistance ls belng
furnished under the Bahel Developmant
Program, has a determlination been made
that the host government has an adequate

system for accounting for and controlling
receipt and expendituce of A.I.D. funde?
ntinuing B

tl_l?;‘ ' L ipuing 1??,;9&&Qﬂ Beag, 5132.
Ie disbursement of the assistancs

conditioned solely on the basis of the
policies of any multilateral institution?

The provinfon of US dellare will
ok "Uﬂd’ dvullaublu to luereqge.
taT@rnattoral trude., The r1upey
fund which will be euwtablished uw

a result of the cash transfer will
support private, non-governmental
initiatives by moking rupee
rusourcee availeble to NCUw vutnide
the GOP budgetary procuesy.
Cooperatives will be eligible to
receive funds, It s expected that
NCOs and community-based units will
scek to support innovative
techniques and sttitudes{(especially
re: Women), will benefit industry
(e.g. increased femsle employment
and training) and agricultural (e.g)
labor saving devices for women).

The cash transfer will make dollars
available which may be used for US
private trzade. US PV0s will be
eligible to apply to the rupee SDF
for graats conditional upon the

US PVO having obtained COP spproval

of the PVN ond fte proposed project., It 18 expected thut US
PV0a will also provide selective TA at
the level of the Implementing

Organization and indigenous grantees.

As a condition of the cash transfer,
the GOP will be required to fully
fnd the SDF,

Yes. However these funds wiil not be
utilized as the GOP is fully rupee
funding the SDF.

The dollar cash transfer delinks dolla:
from US competitive selection procedurs
The GOP rupee contributions to the SDF
be used in accordance with reasonable
commercial procedures to be establishe
are not subject to USG procurement
regulatiocns.

N/A

No
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a). Will this
@ economic and polictical
To the maximum extent
feasible, is this asslictance consistent
with the policy directions, pucposes, and
programsgs of Part I of the PiA?

2 . Wlll asaistance

or paramilitary activities?

c.
available

c

Will ESPF funds made
for commodity import programs

be used for military

or other program assistance be used to

generate local currencies?

If eo,

at least 50 percent of such local
currencles be available to support

activities consistent with the objectives

of FAA sections 103 through 106?

d. ISDCA of 1985 Sec. 205.

funds made 2vailable for commodity

import progrems be used for the purchasge

will

Will ESP

of agricultaral commcdities of United

8tates-origin?

the funds will be so used?

6. ISDGA of 1985 Sec, 9%1. 1f ESF funds
will be used to flnance lmports by

African country (under a commodity import

1f so, what peccentage of

an

progzam or sector program), will the

agreement require that those imports be
used to meet long-term davelopment needs
in those countries in accordance with the

following criteria?

(1)

evaluations,
eability of likely reciplients to use

spacre parts and other imports
shall be allocated on the basis of

by A.1.D., of the

such spare parts and impocts in a
Baximally productive, employment

generating, and cost-effective way;

Yes. The cash transfer wil
Provide balance of pavment
support te assist in
promotingz stability. This
consistent with the FAA.

No. It will be precluded b
the Cash Transfer Program
Agreement.

This is not a CI? Srogram .
there are no local currenc
"genzrations”. The GOP
financed rupee fund will,
however, supporr activitie
consistent with the object:
of FAA Sections 103 thru
106.

N/A. This is not a commodi!
lmport program.




(i{1) imports shall be coordinated
with investments in accordance with
the recipient country's plans for
promoting economic development.
A.1.D. shall assess such plans to
determine whether thev will
effectively promote economic
developnent;

(111) emphasis shall be placed on
imports for agricultural activities
which will expand agricultural
production, particularly activities
which expand production for export ot
production to reduce reliance on
imported agricultural’ pcoducts;

(iv) emphasis shall also be placed
on a distribution of imports having a
broad development impact in terms of
economic sectors and geographic
teglons;

(v) 1in 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 shall be given to
historical pattecrns of foreign
exchange uses;

(vi)(A) 7% percent of the foreign
currencies generated by the Bale of
such imports by the government of the
country shall be deposited in a
special account established by that
government and, excapt as provided in
subparagraph (B), shall be available
only for use in accordance with the
agreement for economic development
activities which are consistent with
the policy directions of section 102
of the FAA and which are the types of
activities for which assistance may
be provided under sections 103
through 106 of the FAA;

N/A

N/A

N/A

N/A

N/A



(B) the agreement shall require that
the goverpment of the country pake
ayallable go the United States
Government such portion of the amount
deposited in the special account as
may be determined by the President to
be necesssry for requirements of the
United Btates Qovernmont.

£. 1SDCA of Ll9db Bec, 207. WLl EUF
funds be used to finance the construction
of, or the operation or maintenance of,.

or the supplying of fuel for, a

nuclear facility? 1If so, has the
President certified that such country

(1) is a party to the Treaty on the
Non-Proliferation of Muclear Weapcns qf
the Treaty for the Prohibition of Nuclear
Weapons in Latin American (the “Treaty of
Tlatelolco"), (2) cooperates fully

with the IABA, and (3) pucsues

ponproliferation policies consistent with

those of the United Statas?

qg. FEAA Sec, 609, 1If commodities are to

be granted 80 that sale proceeds will
accrue to the recipient country, have
Special Account (counterpart)
arrangements been made?

Y , . Regoluy 1f
as:istance is in the fora of a casn
transfer to any country which receives in
excess of a total of 85 million as cash
transfer assistancs in the current fiscal
year: (a) are all such cash payments to
be maintained by the country in a
separage account and not to be commingled
with any other funds? (b) will all
local currences that may be generated
with funds provided as a cash transfec
to such a country also be deposited in a
special account to be used in accordance
with FAA Section 609 (which requires such
local currencies to be made available to
the U.8. governnent as tho U.S.
determines necessary for the requirements
of the U.S. Government, and which
requires the remainder to be used for
ptograms agreed to by the U.S. Government
to carcy out the purposes for which new
funds authorized by the PAA would
themselves be available)?

No.

No commodities are to be gr:
which will result in sale P
accruing to the recipient
country.

(a) Yes.

(b) There are no "generatior
Rupee Deposits to SDF
required by the GOP wil
used in accord with the
purposes of the Faa to
support NGOs, community.
based administrative un
WID activities and commy
participating activitie
The SDF is a separate,
auditaple account.
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Nenprolect Criteria for Development
Assistance

a. PAA Secs. 102(a), 11}, 113, 28l(a).

Extent to which activity will (a)
effectively involve the poor in development,
by expanding access to economy at local
level, increasing labor-intensive production
and the use of appropriate technology,
spreading {nvestment out from cities to
small towns and rural areas, and insuring
wide participation of the poor in the
benefits of development on a sustained
bagis, using the appropriate U.S.
institutions; (b) help develop cooperatives,
éspecially by technical assistance, to
assist rural and urban poor to help
themselves toward better life, and otherwise
encourage democratic private and local
governmental institutions:; (c) support the
self-help efforte of developing countries;
(d) promote the participation of women in
the national economies of developing
countries and the imptovement of women's
status;: and (e) utilize and encourage
reglionel cooperation by developing countries?

b. FAA Secs. 103, 103A, 104, 105, 106,
120-21. I8 assistance being made available
(include only applicable paragraph which
corresponds to source of funds used; if more
than one fund source s uged for assistance,
include relevant paragraph for each fund
gsource):

(1) [(103) for agecicultucre, rural
developrent or nutrition; {f so

(a) extent to which activity is
specifically designed to increase
productivity and income of rural poor;
(103A) if for agricultural reseacch,
account shall be taken of the needs of
small farmers, and extensive use of field
testing to adapt basic research to local
coaditions shall be made; (b) extent to
which aseiatance is used in coordination
with efforts carried out under Sec. 104
to help improve nutzition of the people
of developing countries through
encouragement of increased production of
crops with greater nutcitional value;

N/A

This Project 13 enci:e;;‘
ESF funded.

N/A

N/A



LT

improvement of planning, research, and
education with respect to nutcition,
particularly with reference to improvement
and expanded use of indigenously produced
foodstuffs: and the undertaking of pilot or
fq@gnatration programs explicitly addressing
the problem of malnutrition of poor end
vulneradble people; and (¢) extent to which
activity increases national food security by
impzoving food policies and management and
by strengthening national food resecvaus,
with particular concern for the needs of the
poor, through measures encouraging domestic
production, building national food reserves,
expanding available stocrage facilities,
reducing post harvest food losses, and
improving food distribution.

(2) ([104) for population planning under
Sec. 104(b) or health under Sec. 104(c); if
80, exteat to which activity emphasizes
low-cost, integrated delivery systems for
health, nuteition and family planning for
the poorest people, with particular
attention to the needs of mothers and young
children, using paramedical and auxiliary
medical personnel, clinics and health posts,
commercial distribution systems, and othec
modes of community outrearch.

(3) [105) for education, public
administration, or human resoucces
development; if so, (a) extent to which
activity strengthens nonformal education,
makes formal sducation mocte relevant,
especilally for rural families and urban
poor, and strengthens management capabilicy
of institutions enabling the poor to
participate in development; and (b) extent
to which assistance provides advanced
education and training of people of
developing countries in such disciplines as
are required for planning and implementation

of public and private development activities.

N/A

N/a

N/A



(4) ([106) for technical assistance, enecrgy,
research, reaconstruction, and selected

development problems; {f so, extent activity
is:

({)(a) concerned with data collection
and analysis, the training of skilled
personnel, :esearch on and devalopment
of suitable enargy sources, and pilot
projects to test new methods of energy
pecoduction; and (b) facilitative of
research on and development and use of
emall-ecale, decentralized. renewable
energy sources for rural areas,
emphasizing develupment of energy
resources which are anvironmentally
acceptable and require minimum capital
investnment;

(11) ~concerned with technical
cooperation and development, especially
with U.S. private and voluntary, ot
tegional and international development,
organizations;

(1i1) research into, and evaluation
of, economic development processes and
techniques;

(iv) reconstruction after natural or
manmade disaster and programs of
disaster preparedness;

(v) tor special development problenms,
and to enable pioper utilization of
infrastructure and related projects
funded with earlier U.S5. assistance;

(vi) for urban development, especially
small, labor-intensive enterprises,
marketing systems for emall producers,
and financial or other institutions to
help urban poor participate in econonic
and social developmsnt.

N/A

N/A

N/A

N/A

N/A

N/A
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(5) (120-21) for the Sahelian region; i:
60, (a) extent to which thare is
international coordination in planning
and implementation; participation and
support by African countries and
organizations in determining development
priorities; and a long-term, multi-donor
developmeat plan which calls for
equitable burden-sharing with other
donors;: (b) has a determination been made
that the host government has an adequate
system for accounting for and controlliag
recelpt and expenditure of projects funds
(dollars or local currency generated
therefrom)?

c. Sec. 107. 1Is special emphasis placed
on use of appropriate technology (defined as
relatively smaller, cost-saving, labor using
technologies that are generally most
appropriate for the small farms, small
businesses. and small incomes of the pecor)?

d. FAA Sec. 28l(b). Descri.e extent to
which the activity recognizes the particular
needs, desires, and capacities of the people
of the country; utilizes the country's
intellectual resoucces to encourage
institutional development; and supports
civic education and training in skills
required for effective participation in
governmental and political processes
essential to self-government.

e. FAA Sec. 101(a). Does the activity give

reasonaole promise of contributing to the
development of economic reso.cces., or to the
increase of productive capacities and
self-sustaining economic growth?

N/A

N/A

N/A



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
gurvey work to locate
potential cil, natural gac,
and coal reserves and to
encourage exploration for
potantial oil, natural gas,
and coal raeserves.

(11{) technical cooperation
and development activities,
especially with U.S. private
and voluntary, or regional and
international development,
‘organizations;

‘({ii) research into, and
evaluation of, economic
development processes and
techniques;

(iv) reconstruction after
natural or manmade disaster;

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

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

N/A

N/A

N/A

N/A

N/A
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(5) [(107) 1is appropriate
effort placed on use of
appropriate technology?
(Relatively smaller,
cost-saving, labor using
technologies that are
generally most appropriate for
the small farmg, small
businesses, and small {ncomesy
of the poor.)

c. FAA 118(c) and (d). Does
the assistance comply with the
environmental procedures set
forth in AID Requlation 16,
-Does the assistance take into
consideration the problem of
the destruction of tropical
forests?

‘d. FAA Sec., 28l(b) Describe
~“extent to which the activity
tecognizes 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 and training
in skills required for
effective participation in
governmental and political
processes essential to
gelf-government,

e. PAA Sec. 122(b) Does the
aetivity give ceasonable
promise of contributing to the
development of economic
resources, or to the increase
of preoductive capacities and
self-sustaining economic
groyth?

N/A

N/A

N/A

N/A
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June 23, 1947

STﬁ clso

Mr. Aftab Anmed Khan

Additional secretary

Bconomic Affairs Division

Ministry of Pinunce and Econoamic Arftfairs
Governuwrent of Pakistan

Paklstdn sSecretariat

Islamndapad

Dear Mz. Khan:

A3 you afe aware, the Midsion Director and [ have JiscussSed tne casi
Transter and the Special Development Fund with tne Minister for Planning
and Developuent, ‘fhese dJlsCussions have resulted in a4 nwhoer of
“Informal® understandings whicn address some basic concerns as to tnis

acrivaey,

these *inrorinal® understandings were developed with Mr. Kaceem Igual wna
has been assigned to work on this matter as the consultant to the

Minister,

I uncerstana that Mr, Igpbal will e providing you with a Copy of our
“informal® Swmary of Understanding.

Please feul free to call mw ii you have any quustions,

Thank you,
yYourz sincurely,
5(//-
Stephen J, Spielman
Regional Legal Advisor

C.C, Mr, Kareain Igpal
Consultant to the Minister for vlanning

and Developinent
Islamabaag



P)vg)“b‘ ' Immediate/by Special Messanger.
ANNEX B

Mo. 2(2)us-1/87
Government of Pakistan
MINISTRY OF FINANCE AND
ECONOMIC AFFAIRS
(ECONOMIC AFFAIRS DIVISION)

Telegram ;. BCONOMIC
Telex: ECDIV No: 05.634

JOINT SECRETARY
Phone: 821437

Islamabod. the. 1ALh Auguat..19 88.

Dear Mr. Norris,

Please refer to USAID's letter deted June 23, 1987
relating to "Special Development Fund™ and the proposal for

cash transfer of US$ 30 million as halance of payment support

389/ grant to the Government of Pakistan under the post 1987 Economic
yirg |aetienjorritiinolAggigtance Programme.
F— []

1]
:.: . I am pleased to {nform you that the Government of
Tle
:': akistan have decided to establish a "Trust for Voluntary Organizations™
TG
:,":,‘ (TVO) to provide financial support to the NGOs. 1t has alsc been
X7
o ecided that -

50

R4 8) The Trust will receive donationo from the

"‘, Pederal/Provincial Govermmento, private

e sector and foreign donor countries.

b) The donations/contributions made to the

Trust will be completely exempt from tax.

c) The Trust shall be administered by a Board
comprising 1] members 1.2. 10 from the priave
1 @ector and 3 representatrives of the Covernment

{.e. Economic Affairs, Finance and Health &

Social Welfare Divisions., The representatives
of the Provincial Governments shall be coopted

as members as and vhen required.

d) The Trust will function ac a completely
sutonomous organizations. The foreign
aaeistunce/iid to the Trust shall, however,
be negotiated and channeled through Economic
Affairm Division.

@) Funds avaflable with the Trust will not be

used for the purpose of charfty. Rotwithatanding




the genrality of {ts charter, the priority

objectives of the Trust shall be as follows:

1) Provide technical essistance to professionalize
the {ndigenous NGOs community by up-grading
skills and {mproving ite capacity to prov’de
servicens on self sustaining basis.

11) 3ring private sector {n the fi{elds of Health
and Education and help in eatablishing centres
of excellence {n these fields.

111) Assist in establishment of new {nnovative
institutions in Science and Technology.

1v) Support community based development progiammes
emphasizing development of women's centres,
construction of rursl roads, provision of potable
drinking water and development of basic
sanitation services.

£) The Standing Committee on NGOp comprising Secretaries

of Economic Affairs, Fipance, Planning, Education, Health
and Population Welfare Divisions shall continue to
perforw 1ts sllocative functicns for channelization of
aid to the sbove Trust as vell ae other Trusts and

large inetitutions. The Committae would not, howevar,

be {involved in the mansgement of the recipient
. . | TR I SO

1nat;;utions. Dy PR
. vy
g) The requaste for foreign assistance from NGOs may

be received by the Trust directly or from the

concerned Ministries/Provincial Government.

3. It {3 requested that necessary action mzay now be
taken for the cash transfer of $ 30 million to Government of

Pakistan for assistance to NGD's as discusred earlier.

Hith best regards,

Yours sincerely

éﬁ;“w A"iv

( A. GHAFOOR MIRZA )

Mr. Jsmes A, Norris,
Director,

USAID

Islamabad,



T UNCLASSIFIZS ISTAMAZAT a11223/2°
VICICILI - e
: BUIFC TN SRS
DE PUERIL £3533/¢1 175 == N ﬂ‘s;,
ZNR CUULU 218 {~ RECent -\ Ciaci: UNgTacer
R 2412312 JUN @7 87 RESIT: £/232/%%
TM AMTMBASSY ISLAMABRAD ol JURIES: 49937; 3N:TeTa:
TO SECSPATI WASEDC 8397 TITTT: FLMIKNATY
BT CLIiz: 1. PIM
UNCLAS SECTICN 01 OF 22 ISLAMABAT 12 2. RLA
DISTP: AID AMS
ECIN 4
AIDAC
FO2 ANE/PD - PAT MATEZSON
T.0. 12356: N/A - .
SUBJECT: SPECIAL LEVELOPMENT FUND (331-25¢2) fiT e s e
- DPAFT CONGRESSIONAL NOTIFTCATION “"“'I:f-jz:
REF. STATE 152072 : R —
W LS
1.  TEIS CABLE TRANSMITS DRAFT LANGUAGEZ FOR TUE CN =
FOR TET SU3JECT PRCGRAM, WRICE PER REFTEL MISSION EAS T
PROTITED AN AL~EOC DELEZATION OF AUTEQRITY TO A
APPROVE. THIS IS TO ADVISE TEAT AIT INTENDS T0 o
OBLIGATE US DOLS TEIRTY MILLION IN FY 87 FOR TAEZ ] S
SUBJECT PROGRAM FROM ECONOMIC SUPPORT FUNDS (ESF) AND %
THAT SAID OBLIGATION SHALL BE IN TEL FOBM OF A “CASP >
TRANSPER  RATEER TEAN IN TEE PROJECT MODE. g
L4
2. ACTIVITY DATA SEFET: Uij
COUNTRY: PACISTAN
TITLE: SPECIAL DETELOPMENT FPUND
NUMBER: 191 -05¢¢

ECONOMIC SUPPORT FUNDS
FY 19€7 =~ PY 1988
¥T 1627 - 23 MILLION IOLS

APPROPRIATION CATEGORT:
LIFZ OF PROJECT:
PRCPCSEL OBLIGATION:

LOP: 33 MILLION LOLS
INITIAL OBLIGATION: FY 1987
ESTIMATED FINAL OBLISATION: PY 19237

3. NARRATIVE IS AS FOLLOWS:

PURPCSZ: TO PRCVIDE A CASE GRANT T9 (A) ASSIST T9%
GOVIRNMENT OF PACISTAN IN ADDRESSING ITS BALANCE OF
PATMENT PRCELZM AND (B) STAVEZ AS AV INCEINTITE ™
MAJOR POLICY INITIATIVEIS OF THZ GO IN CRIZATING A
SPEICIAL DEVELOPMEINT FUND OF APPROXIMITILY
R5.5298,222,000 DIDICATED TO STRENGTEEINING OF NGOS
COMMUNITY ADMINISTRATITT UNITS AND TO FIVANCING
GRANTS IN STPPCAT CF WOMIN IN DIVETLODMINT AND
PARTICI2ATCRY COMMUNITY DEYELOOMENT ACTIVITIZES IN
SOCIAL SZCTOR, ALL T3ROUGH 4 FUNDING INSTOUMENTALI
CUTSIDE THEE GOVESAVMENT.

AND

TES
T

BACCGRCUND: PALISTAN’S EBCONOMY FAS A CHRONIZ BALANCE
OF PATMINT PROBLEM EXPECTED TO ASSUME CRISIS

b adis

Py UONCLASSIPIED [STAMA24D 212529/21



ol CNCLAZSIFIFT [SZAMAZAT 2122

PROPORTIONS OVE® THE SHORT AND MEiDIUM TEPM.
INCREASINGLY, PROTECTIQONIST TEUNDENCIES IN WO2LD

TRADE, RALSING WORLD PRICFS, SLACKFNING LA2)R TIuan®

IN MIDDLZ FASTERN COUNTRIZIS AND DuCLINE [N WOPY
REMITTANCES AREZ LIKELY TO LEAD TO & CONTIMIING
DETERIORATION OF PALISTAN’S FOFZIIGN EYCULNGT RISFRYT
POSITION FOR TER REMAINDTR OF TRI 19845,

PAKISTAN®S DEVELOPMENT FAS BEEN CHARACTIPIZED X7 &
RAPIDLY DETERIORATING AND CHERONICALLY UNDER FUNDZD
SOCIAL INFRASTRUCTURE., TEZ CONSYQUENCES QF T2IS
NEGLECT ARE PARTICULARLY STRIKING IN PAXISTAN'S
FAILURE TO UTILIZE 09 DEVFLOP N3OS GR GRASS-ROOTS
ATMINISTRATIVE UNITS, AND ITS FAILURE T9 ADLCRESS TEE
SERIOUS CONSTRAINTS TO IMPROVING TYE STATUS OoF
WOMEN. AS A RISULT OF TEY GOP CENTRALI/FT ADPPROACH
TO DEVSLOPMENT PROGRAMING, SMALL SCATF DEVILOPMENT
ACTIVITIES, SUCE 43 T30ST TYPICALLY UNDZRTAKEN RY
NGOS AND/OR COMMUNITY ADMINISTRATIVE UNITS, Cav
SILDOM BECOME REALISTIC CANDIDATES FO° GOYERNMENT
FUNDING. SIMILARLY, ACTIVITIES IN SUPP0RT OF yOriv
IN DEVELOPMENT CONTINUT TO BE A SUERJEAT OF LOW
BUDGETARY PRIORITY FOR THE GOP.

PROGRAM DZSCRIPTION: TEZ PROPOSED PRCGRAM WILL
PROVIDE A US DOLS THIRTY MILLION ESF CASF GPANT TO
TEE GOP FOR BALANCE OF PAYMENT SUPPORT CONDITIONED
UPON THZ GOP ENTERING INTO A FORMAL AGRFEMENT WITH
AID ESTABLISHING AND FINANCING A NON=GOVERNMENTAL
SPECIAL DEVELOPMENT FUND. THEZ PROGRAM WILL PROVIDE
MUCEZ NEZDED BALANCT OF PAYMENT RELIEF TO TFz GOP »UT
IN THE CONTEXT OF A SIGNITICANT POLICY INITIATIVE BY
THE GOP. TZ2Z CREATION AND GOF CAPITALIZATION CF 4
SPECIAL DIVELOPMENT PUND (STF) TO OPZIPATE OUTSIDE
GOVERNMENTAL BUTGETARY AND DEVELOPMENT PROGRAMING
PROCEDURES IS TEAT INITIATIVE.

TIE QBJECTIVES OF SDF ARE TO STRINGTEIN TEX
PROGRAMING AND MOMITORING CAPABILITISS OF TEE
NON~-GOVEIRNMENTAL ORGANIZATIONS (NGOS) ANT COMMUNITY
ATMINISTRATIVE UNITS, AND T9 SUPRBORT SFECIFTIC WCMEN
IN DETELOPMEINT AND COMMUNITY PARTICIPATORY
DEVELOPMENT ACTIVITIES. TEF MISSION ENVISAGES AN
ARRANGSMINT UNDER WEICH SIF IS IMPLEMENT 7T PURSTANT
BT

B2509

NNNN

o
-

/2L

M UNCLASSITIED ISLAMARBAT 213639/81



UNCLAS SECTION 92 0OF 22 7 ISLAMAZAD 125935.

T A FORMAL STF AGHRTEMINT ANTD IN ACCOPT WITE ?
GUIJANCE FPRC™ A GOP-USAID-NZ0 POLICY 204RD, T
I¥PLIMENTATION AMD ADMINISTRATION OF SIY wWIL
USNCERTMEN BY A FRIVATE SECTOP COMPANY, REPQET
TET GCP?, AID AND TES POUICY FOARD. THE POLICY
AND TEZ IMPLEMEINTING ORCANIZATION WILL & ASSICTED P7
A GOP USAID-NGO ADVISORY CCUNCIL WZICE WILL SITAVEI A5
A EOZY OF SXPERTS TO TE< SDF. TEX IMFLEMENTING
ORGANIZATION WILL BAVE PRIMARY RISPONSIEILITY 702
SOLICITATION, RZIVIEW, SZLECTION, DISBUISEMENT AND
MONITORINS OF GIANTZES. TEE SIF WILL, AMONGST CTEER
TEINGS, MASKE FUNDS AVAILARLE 702 (&) GRANTS AND/OR
LOANS TO HNGOS AND COMMUNITY BASEZL AILMINISTRATIVE
UNITS, (B) COSTS ASSOCIATED WITE DIVELOPING ANT

. UTILIZING AN SDF IMSLTIMENTING ORGANIZATION, (0)
TECENICAL ASSISTANCE AND TRAINING FOR TEZ
IMPLEMENTING ORGANIZATION AND GEANTEIES, AND (D) LOCAL
COMMODITIES TOR TEL IMPLEMENTING ORXCANIZATION AND
GRANTEES.

TEE PROGRAM JS TISIGNED TO: (A) PROVIDE EARLANCE OF
PAYMENT SUPPORT TO TEE GOP IN TEZ CONTEXT OF A
SIGNIFICANT POLICY INITIATIVE BY TSE GOP AND (3B)
CREATE A NON-GOVERNMENTAL INSTITUTION WHICYH WILL
PROVIDE FUNDING AND ZXPERTISE IM SUPEORT OF WID AND
SOCIAL SECTOR ACTIVITIES TERCUGYT NGOS AND COMMUNITY
ACMINISTRATIVE UNITS.

RELATIONSEIP OF PROJEZCT AID COUNTRY STRATEGY: TE®R
BALANCE OF PAYMENT SUPPORT PROVIDED TEROUGE THIS US
DOLLAR CASE GRANT IS IN ACCORDANCE WITE TEX ESF
CBJECTIVES OF TEXZ AIT PROGPAM., THI CCNDITIONING OF
TIIS CASH GR2ANT ON THE DFSCRIBED GOP POLICY
INITIATIVE IS IN FURTETRANCE OF AID’S COUNTRY
STRATEGY TO ADDFESS PREVIOUSLY NEGLECTED IN THE
USAID/PACISTAN PORTFOLIO, E.G. NGOS, LCCAL
INITIATIVES AND WOMEN IN DEVELOPMENT. TFIS PROGRAM
ALST SEIRVES TO FORTEZIR AID"S INTEREST IN STIMULATING
TEZ GOP TC CCNSITER AND EZXPERIMENT ¢ITH DECENTRALIZED
DEVELOPMEINT PROGRAMING AND UTILIZATION OF TEE
NCN~GOVZIRNMENT SZCTOR.

BINEFICIARIZS: T3IZ PRINCIPAL BINIFICIARIZS 07 T
PROGRAM WILL Z3 PAeISTAN'S POCP AND UNDERPRIVILE
PCPULATION AND/OR ARTAS, ACROSS ALL TE3 S0CIAL
SECTORS OF TEZ BCOVOMY INCLUTING BEAITT AND
SANITATION, ECUSING, COMMUNICATION, SDUCATION, AND
SOCIAL wzZLrFAlE,

BEOST COUNTRY AND OTHZR DCNCRS: AS A CONDITION OF TEZ
CASE TIANSFER, TEZ GOP IS EYPECTED. TO CONTRIRU?Z
APPROXIMATEILY RS. 32¢ MILIION TO A SFICIAL
CEVSLCPMENT FUND. AS 22ESINTLY STROCTURED, NO OTSER
CONOR CONTRIBUTION TO TE3 FUND IS REJUIRED. IT 1S
EIPZCTID, EOWETER, THAT T3IX IMPLEMENTING

ORGANIZATICN, TEXZ ZCP AND USAID ¢ILL TXPLORI P32
POSSISILITY OF OTAER BILATERAL DCNORS, MULTILATEDAL
CONORS AND PRITATE PHILANTHROPISTS CONTRIBUTING TO

UNCLASSITIED ISLAMABAD @13€@9/22




TEEZ FUMNZ,

MAJOR OUTPUTS: (1) MOTEST BALANCS OF PAYHMENTS SUSFCAT
TO TPT COP, (2) CREATION OF AN INDIZENOUS
GRANTHAKXING ENTITY TO SUPPORT SOCIAL SECTO®
PROGRYMING OUTSILZ TET GOP DEVELOPMENT

PROGRAMING /EUDGETARY PROCESS, (3) INCATASED FTNDING
FOR SOCIAL STCTOR ACTIVITIES, (4) INCRZASED Go?
UTILIZATION OF DECENTRALIZEZD DEVELOPME VT PEOGRAMING
FOR THZ SOCIAL SECTOR, (5) INCREASED NGO AND
COMMUNITY PASED DEMAND FOR CONTINUED CZICENTRALIZED
DEVELOPMENT PROGRAMING, (6) STRENGTHENING ANT
INCREASED NGO AND COMMUNITY BASED ACTIVITY IN T2E
SQCTAL SECTOR, (7) A SIGNIFICANT NUM3EX OF GRANTS TO
STRENGTZEN NGOS AND COMMUNITY ADMINISTRATIVE UNITS,
. AND IN SUPPORT OF NGO ACTIVITIES FOCUSED Qv TEX
CEVELCPMENT OF STATUS OF WOMEN AND COMMUNITY PRASED
PARTICIPATORY ACTIVITIES IN TEE SOCIAL S:cT07q.

AID-FINANCED INPUTS - LIFE OF PRCJECT DOLLARS. CAS¥w
TRANSFEIR - US DOLS TYIRTY MILLION. RePREL )

BT
#3623
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ANNIN C
ACTION AID INFO AM3 DCM ECON AREP
VZC2C1L0682 26-AUG-97 TOR: 42:14
00 RUEEIL SNt 1Z€2g
DE RUBKC w1615 2171729 CHRG: AID
INR UUUUU 22H DIST: AlD
0 8517122 AUGC 87 A0
FM SECSTATY wWASEDC
T0 AHEHBASSY?ISLAMABAD IMMEDTATE [9g02
T ] . ——
UNCLAS STATE 241615 07"3&“ ACTION [OFTPK
S 4 =
AIDAC 50
-l —— e
F.0. 1235¢: N/A : i &Y
TAGS: N/A g%-
SUBJECT:  391-95UU, SPECIAL DEVELOPMENT FUND TG
21413
1. TEE BOUSE APPROPRIATIONS COMMITTEE RELEASED THE o
CONCRESSIONAL NOTIFICATION FOR SUBJECT PROJECT IN TEE o
AMOUNT OF ESF GRANT DOLS 3U,20@,9U0 ON AUGUST 2, 1937, 22
9
2. WHEN FUNDS ARE APFORTIONED ThE BUDGET ALLOWANCE WILL -
BE ISSJED. SHULTZ A
BT
#1615
NNNN
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1/2 it UNCLASSIFIED STATE 182272/21 ‘7.

ACTION AID INFO AMB LCM ECON MREP -

VZC2CILO11Y 17-¥3Y=€7 TIR: £2:17
P2 FULEIL 0 €2570
DI 2UZEC #3372/01 1333721 CEE3: AID
Zn3 UNULL 728 TIST: AID
P 1525537 MAY €7 e

7 ~~CST\T1 Wers- oL e

MIM3 ) 2T~
gg AMIM3 aytrsbxmp3a EAQQZIZZ:P511
ULCLAS SECTION @1 OF €2 STATZ 154972 OFF FILE: RLA
AITAC ACTION: RLA
INFO: DD, PRO, DL,

8. N/2 P!, RF,CH

P $ISTIN ANPAZ RIVIZIW, S?ICI4L DIVILOPMENT
2D (361-23¢ ) :

1. ANPAC FFVIEWED SUIJUIT PARD FIIRULRY 24, DiA VORPIS
CEAIRISG. SINCEZ TEA™ Tl¢s, SURSTANIIOL 3FFORT PAS GONZ f_-7?E?FTE§
INTO CONSITETRING w:ITHIR 4ND IN WSAT 70T CASF TRANSTTR Cus 214, '

MODE SFOULY Bi COMSIDEILL IN FACISTAM PARTIOLIN. g
AGRZIMINT FAS R:iN RLACHEIL TO PURSUT TFIS AS A CASE P,  ANJA T
TPANSTER, 17 A DOLS 34 MILLION LEVTL, BASZD ON BALANCE [ Dy . - {
CT FATMINTS N:ED AND GO? POLICY PRRFOIMANCY. / .o '”\J"
CONSULTATION WITE CONGRESS WwIRI EZLD BY DIPTCTOR STAPLEG— —_—

TURING KaY T2Y

OINTS FA0r AM2ig Duyl GUITANCE ,5537

MAIN TISCUSSION POINTS F200 AY240 9914 AvD
FI2 FUSTII? DISISN W03 FOIw-Cw.,  SINIT MAJOR 23LIAV At
CONCIANS EAVE 23XV IDINTITISY A4 [IS7USST., “ISSioy SIS
APPE0VAL 07 P4AD IS APPRIPilATEI.

noTew

(‘J

PROGRAM RATIONALE: ANDAC $73I04cv $iT7ES

ICN'S ZFTORTS T0 DJJZLCP MICZANIS~¥S TCO 4C2( wITZ T=:3
ZCTEZD SOCIAL SICTOR A3IAS OF WGHMTN I ZZTTZCPM INT,
Ac

LYt

TITITIZS AND CCOMMUNITY DITELOP™INT, INZZUDIL
GOVIENMENT ZPTORTS. ACTIVITT SEQULD BT D?SI?NED

() O D

[ B % By PN ISR

A

s Z 2N

T2 TATI FULL ADVANTAIZ OF C220R’TUNITIES TO maTIMIZE
VISIZLEZ [uracT, DROG’AW SEJULD ?dSDOﬁ“ TS BALANCE OF
PATMEINTS NZIZIDS, AND R:iCIRT A SISNI TICAVT PQLICY CRANGE;
[.T., GOP 2IS0U3CT 4110°aTI0V CU™S oy T=i ZUIZIT ®30C3ss
srm

.
TO NGOI AND CCMMUNMITY SRIANIZ2L1TTONS OS5 [M20c7

NAY Am e - ~ .l - .
NZGLICTIZ SCCIAL ACTIVITIZS, 2333c1r0l7 AITIVI
IINITIT wCMzN,

lnﬂa'v ~m

NIE2 TIZMS 0T TUD TY 5T COMTINDING

E- LRVIVEVE .:.SILI '.,' C -

ITITLTTION, 30TT U oAND u0tac CURRWMTLEC 377730 v
AT TAINSTIE ATTITITIANE w337 32 3n:i0r0 1y 3270 74L
ASSIUNTE AND TIE oSS tRiZnD. Ay [VTOR°3T w210E
ACCEUIE F40UL 5 AT AZELILD 37 muT 4o TY TE5 FA0nvam
SUATSILTL ZTATY 22912 PU0UINCS SUIJAM L 00 TEIS
AIUIRIMLNT, o2 GNDURSTANDING I3 2227 27P33s wIUld 332
SIFOSITTD IV S0CE AV ACCIUNT 4 T TIvE QOF TOLLA?
DIEFTIIMINT, ANt G0ULY 2ioPiaNcTIIgen 0 Tra TOUST PTND




—36

.4 -} Fol e} w £ P

(4] .
o LR D12 #0 biiget v ey i 3 (@] = Mu -
~ B AR T [ I | L BT SR S o &1ch E+4 - |24 [ ] — fey (£l O GieH Pg
[QV] .y bt (@) — 0y, L e OO ol a2 X F o e [N} wt (@] [ AP 146 [
o~ B i MR & T S = e R T v v o )by G —
o - PRI 4 (43 130 0 - rloO 1 6d &~ O F SR ] (e} xigel €O - o3 o g, ey (&) vy
N b SRR -~ Ley Tod ar; For ke e ial (5 £ s o o0 (&) < fe e =8 <y @l o O 030,y Y 72
(19 L [ o™ — e =y - — Cr o> 13 [a -, ~Y e 0V, [SY ] FLEe T el o) [
— . te1 D dbees () yfe) Wl et DD <y 0 . Omno n: Ocat, > 241 vy g Lot iR N 2h B b 35 P Sy
R N TR TIaa RTINS Lt T o (e) < al Ive £o) vt i [ 0o, COn, < LN [ S PRI L". R
Tt ety “! e} (& IR SR L S T OO "y ) (3] v} [ SRS | FrE T fyer g ey [N
f- To Y e (o - .- 3. Ostealdle SEa [y, e 0] s 1 VR R o I RN L I - I R T L
k- YA L~ el st ey T ol 3T 1y — 2,30 ¢y S~ ) [0 VELIL e ¢y O 0 te, (i “ (VD E B
< : AR I LS B T N BTN I Y s 1t ER N [ B > ot N
CS] < Lol B (R4 n......CT..q..mlﬂuu.nCAnuﬂunr..\lnr“..v_H.. -1, A A [ I A A P v hreN emem .
w e R N A ry oZ- = oo [ 72N ¢ VL R Y et il < — g [Q a. o) AN R AT SR S
—ey & - v «> ' oen - (35 RS BT A - . fra OO Uy > sa— iy 0
[FYI. WRRY BN Vvt ey e fad o I Y g0 v A I e ta P Neaelsa ., () ML, SN 4 W [ZE )
-t (. >, [om PR SR o S [ VIR — R ~ LS Y S 3 foy s -~ [A TN CINCIN - .
freptseae -t ¢ T Oz e I R A BRI o0 L ) e e i SN D LS ARIRGIR THI 7, % JUIK SN
Ll O AT et O} Y 3D (N e vy WL, DO ksl [ W0 SN AN | [73 N 4 I WP Y- A I W
£ Trr—e [, Lok TH S PR VAR RE B 2 LR IR ISV W 35 TR SO R G [ o M IR C e T e . v e
vl O~ 0. (DFI et (lEe 2604 T s ;. tn O, b o Y e 22 € O e (A ) [ SIS ISP >,
o= L) 7 o=t PR (SIS B TR V) <t (&) (& .t [ fe [ SN > v oo T
fve il O P U [el foa O, 3. a7y x CILY 2 )6 m 02ed 05 O M »r Fa [ T aE AP ek r ¢y
— @ 3O DO 41 st 301 = 47 s os Ll A S T et NS RS A TERNEE 3 I RPN 4
(72} (F3] teg (£ <€) +3 10 fei g0y ECY DDy eel 2] T+« {-1 Lol EANPOFIEEL T BN A3 I [
vy Ay A >0 OO Ee fod Se bt =0 12, 0, 1w, 113 Ll I I NS ) el 2R [§ & ~eC Ea “©> iv) n. .15 t YL Y ~et .,
< T 0L LRNTER S Y el 077 P Y 0] 2 o e vin L+ n - LRI LN €4 -2 ity oy -
»-a T L 1 bt bt U 7 e e g, L& g b & NVAITS E . D SR TEN S [} [ SR M TR T
© — 2 (4] [ I g~y (@) C 17y -3 - s 1 C3ive e > — U et 0y s o8y, >
4 ™ HY [ 4 o= N bt DT Ry . QO ot L o - e FeZenn -
hlbr’ or Batie, (0 T.D.D.Du.lr~ﬂvm..?uv..f.o‘,4 € . e (e} n. [ N ol e =" 6. () s ey,
o B¢ RS v ¥ ) 2. Ul e 22 alfy, ), i tey 7y e ~ o Ea 1yt (&) [ X ] DL CHE Y . ' bl ~ ey -
o LO LB g Aol & 37 B = O Ul £ bve (&} T3 0 oale 2 LRI SINEY MY g WL WO e S ~.
- Colw L [& W oo U)ol ) vt 7 sy bl & TN VERL- NPT N > [ R WA ) 1y Oy ;- £ f. -ty
Bl VRS | e -, «; T € Fef ) _x.-uﬁ._ﬂo..-u-.-\uuuv.\~..4 ) ey o Y o €y le, e Ot U
MR I Y R L b W S O L > e o [ R SN - T & Cev=om 5 Rl LERNER B P I S R S s Y (20N L T B e
N — 2504y 300 - bag gy wrg e ~7 — )y (DM UIN. v Y 3T 3 g e oy A | ) U Mlegg 3 Fo Voot gt LB —te -0
el Tyl O AT AL = B T [Val 45 O e @ o7 o g P E - EtEeey v o ARl BUL ASEETLEE ¢ W BN G
AR el S T T r N XN O N, (W8] 1N M F4e) anl e T ~rn L. .~ 0. .} Tel g, T ey '
- .0 e 1,3 €2 0 Se e Y QO > Lo ISR b 27 SR Voo AR LT NI WIFERE I IR N LR I £ ST T
LA WP S a1 o [V Ba € sd 3] 2> wr Gt (O "F (1, fag ¥ = -} o OO PR B L~ v TNVt e b
U= A, rroer [rlf-s O = S V) e O gt [E SOt V5 B 3] s N U oh T e, Ui v o (RO £y e [
+d 2 o 1 s, L) el 01ty 2 XL, S [SE LR £ BN AN ST Al S X PR U [T (36 B B B N AN )
AR] el cCrd oy 7 FirO @l bt w3 O Fr n; PR w0 € o (] (KR 73 [ > = LN &) DI S I~ oot
$2 O U A A -] O fae el () Rt i 2 A S R VoW ) 07 e — g N N N P P T 4 ted [ZaBRCNR e C (&)
SO O O oim vy £+ (r: S N S S A N T = M el t o4 (¥ [a VRN T T2 Y [ 2 S E4 (Y, LeT 0 YT )
T 0L gy Ve bty U = @lf iy L2 e Cre™ ) — 04 s ex, - ] S LT v T m s O T e
u UL a3 € fe e Vs, o~ . C..._TAPVC_.\..LS FTHAIICD v f e e vy 130 et ) CIYUDY S vt sm gl e L R N R O S fotvr e
Cay eI R AR I O T ] $a0s) | {2} fed LY 0a OO ot ety T LI o (4] s i=} u|nLID.ﬁ.v N+t 0o 0 ¢ e T s Eeee
Tl O D DO I s - g ﬂunLD...,.\..NILPTr.qu hab B (&4 P S B fr. ol HEINO, D O el 20 o™
LIV SN DA & PO Nyt b ¢S ) fuen O idee o0 F AL v fagert ar N O v O Ted ot a (25 L EE I IS IS B 2 o1 o-
o [ 1 | 1y 6y [ fe1 b (@) [STI0 SR 7o N N O NP3 S YL £ (&) XKOY I OEI D, V) = P HCO ety 0 Y b0y ey (<Y
~ o D Bl O Lo VD it sl fee O 0L Y Ty v DML 0l A e (e, (7 S - B2 02 () Movem pse 00 L clel tVdaima €3 7 2wy h2 L S
—t O =l O UL (T vy Py W 0, B 3T ) € fraifag b3 OO = «) LN ORI - W) i€ ey Dav—el o vy (51 4y

1N



UNMCLAS SICTION 02 OF 22 STATY 159372

TeY TO YNFCHCE TEIS RLQUIREMFNT, AND TFAT [N THECSE CASLS
wiIfE IT 1S NOT PRACTICAL, A PPASKED APPROACK RE
CCNSITZREID, OR THE REQUIRZIMEIND SHOULD EC WAIVED oy
Ca5e EY CASE BASIS. U3 PVOS: US pPyns WEICR AT A
O=TAIN GOP PEGISTRATION FOR WOAK IN PACISTAN SnouL
ELIZTFLE TO PARTICIPATE IN THZ PROJRAM,

7. IDENTIFICATION CF IM2ACT BY GINDZIF: SINCEH TFF
PROGRAM’'S IMPACT ON WOMEN IS OF DIRECT IMTSREIST IN TFIS
ACTIVITY, IT IS RECOMMEZNDED THAT THT MISSION 254
PARTICIPATING GRANTEES TO GIVE SPECIAL ATTENTION TO . ..
TRACCING THE NUMEFRR AND GINDER 0T THEIR BENSFICILRIFES,
SO THE IMPACT OF Tt3 OVERALL ACTIVITY CAN BF ASSLSSED,

WIEN MISSIOM IS RTADY TD 42PFOV: F4AD, YOU SFOLLD

[«]
REIQUZST FUNDS RESERVATIOM. SINCE PAAD FACZSEZT S¥RVES
AS FUNDS RISERVATION DOCENLNT, FM CONCUERREAMCT IS
NECESSARY FRIOR T0 SIGNaAlURE, COVGRESSIONAL
NOTIFICATICN REQUIREMINT wILL 23 TH: SAME AS ¥CR AvY
OTHEPR ACTIVITY. SFULTZ .

BT

43072
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\] —jg’
" AOTION AID INPO ANA DOH ROON Aw —
: o‘ Y .
2020110543 A ' 23-712-37 TOR: 92133
Rt | ON1 33938
DI AUSNO ‘42818/01 8531118 . . ona01 AID
2NY DUUUY 228 S D18t AlD

S 2211102 T13 87 281

;g‘}ﬂg_ L ACTION:  PRo
~UNCLAS SECTION 01 OF #2 STATE 832018 INFO.8®,DD, PDN, PN
AIDAC NAIROBI FOR R®DSO/EA™" ARIDJAN FOR R2DSO/vcA  E3O,AID/Q,RF,cR

2.0, 1230601 N/A '{ -' —. _
Tidi) - TR
S8U2J3CT: BBF CASH TRANSTER. ASBLSTANCY = NBY STATUTORY '
PROVIBIONS, :

' Avdoe %
1; FOLLOVING IS AW A.1.0, POLICT INSTRUCTION REGARDING R
IMPLEMENTATION OF THE FT @7 CONTINUING RESOLUTION Mervg.... 2‘fy-§
PROVISION REQUIRING SEFPARATE ACCOUNTS FOR DOLLARS AND Uy ey
LOCAL CURRENCY UNDER ®SF CASH TRANSFERS IN CERTAIN -

INSTANCES, THESE GUIDELINKS APPLY ONLY TO ESF¥ CASH

THANSTERS AND NOT OTHER FORMS OF DISBURSPMENT UNDER BESY
ASSISTANCE (PROJECTS, CJPS), .

2. 1IN ACCORDANCE WITH STATUTORY PROVISIONS CONTAINED IN
THE FY 19687 CONTINUING RERSOLUTION, ALL COUNTRIES
RECEIVING CASH TRANSFER ASSISTANCE IN RXCRSS OF DOLLARS
S MILLION OBLIGATED AFTER FEBRUARY 1, 1087, YILL BP
REQUIRED TO ESTABLISH SEPARATE ACCOUNT(S) INTO VHICH
VILL BE PLACED THF DOLLAR ASSISTANCE AND, IF AND AS
REQUIRED BY THE CASH TRANSFER AGREXMENT, SPECIAL
ACCOUNT(S) FOR DEPOSITS OF LOCAL CURRENCY. (WEST AFRICA
CYA FRANC 2ONE AND CARIBBEAN EC COUNTRIES WYHICR BAVE
THEIR CASA TRANSTSR AGREEMENTS DENOMINATED OR DISBURSED
IN LOCAL CURRENCY REPRESENF SPECIAL CASES ON vHICH AID /¥
WILL BE FORWARDING ADDITICNAL GUIDANCE.) THE BOUSZ

.. SR teccgome

APPROPRIATIONS COMMITTET REPORT ACCOMPANYING THE
CONTINUING RESOLUTICN ALSO DIREICTS THAT DIPOSITID LOCAL
CURRZINCT BE TRACAARLE AND NOT BE COMMINGLED.

3. DISBURSEMENT OF PUNDS SHALL BE MADE® BY A.1.D. UPON
THEZ REQUEST OF RELCIPIEINT AFTER SATISZACTION OF
CONDITIONS PRECEDENT. RECIPIENTS OF CASH TRANSZERS 1LL
BE EXPECTIL TO ACCOUNT FOR TPP DISPOSITION OF FUNDS .
AFTIR SUCR FUNDS ARE DISBURSED BY A.I.D, ACCOUNTARILITY

YOR JUNDS YILL VAHY FROM RECIPIINT TO RECIPIZNT
DAFINDING UFON THE NATURE OF THY ASSISTANCZ, THE

INT30RITT 07 THZ AECIPTZNT 5 ACCOTNTIN 7373,
"POLITICAL INVIRONMENT AND OTHER FACTORS. (S23 ALSO
PARAGRAPA @ BELOV,) IN ALL CASES, THE DOLLAR ACCOUNT
INTO WRICH THE FUNDS ARE DEPOSITED AND TROM YRICH THI
FUNDS AR3 DISBURSED FOR AGREED-UPON USIS MUST B2
S3PARATR, AND THE YONDS MAT NOT MR COMMINGLZD. A.I.D.




, ND TR3 RICIPIENT VILL AGREZ UPON DISPOSITION OF 182
FUNDS BKYOND THE SEFARATE ACCOUNT AND SUCE USBS VILL b
IDENTITIED IN THE CASH TEANSTER AGREEMENT, SIDE LITTERS
OR OTHER DOCUMENTATION KELATZD TO THE AGRESMENT,
AGRESMENTS SHOULD ALSH FXPRESSLY STATE THAT ANT INTERLSY
ZARNED ON DCLLAR OR LOCAL 'CURRENCY ACCOUNTS SROULD 33
PROGRAMMED AS TROUGH IT WERE PRINCIPAL. '

4. WE RECOGNIZE THAT SPECIFTINI THE DISPOSITION OF THE
JUNDS IS INCONSISTENT WITH TRE NATURE OF CASR TRANSTERS,
BUT THE AGBNCY AND A.1.D.’S -CONGRBESS IONAL COMMITTEZS
HAVE BECOME INCAFASINGLY. CONCERNED ABOUT THEZ DIVERSION
OF FOREIGN BXCRANGE, THE STATUTE AND THE LRCISLARIVE
HISTORY RBCOGNIZR® THE DISTINCTION -BETYREN THE CASH
TRANSTER MODE AND CTAER FORMS OF ASSISTANCE, AND MAXE IT
CLEAR THAT STATUTCRY PROVISIONS THAT APPLY T0 PROJZCT
AID AND CIPS (EU, CARCO PREFERBNC®, STRICT
SOURC2/0BIGIN/COMPONENTRY RULES, THE COMPETITION IN
CONTRACTING ACT, AND.SO ON) DO NOT AFPLY T0 CASH
TRANSFER AID. HOVEVER, JUDGMENTS DO HAVE TO BE MADE AS
TO YHICH, I¥ ANY, USES SHOULD. BE INCLUDED OR
SPECIFICALLY APPROVED IN THE AGREPMENT. ACCEPTABLE

PURPOS2S WOULD NORMALLY INCLUDE THE PINANC ING OF
ESSANTIAL GOODS AND SERVICES IMPORTS, SERVICING oOF

EXTERNAL DEBT, AND OTHER PURPOSES OR USES RELATED 10
BALANCE OF PAYMENTS RATIONALE. A NEV OR EXISTING

AUCT ION STSTEM WHICR UNDER ITS RULES PLACES A REASONABLE
LIMITATION ON TRE USES OF THE AUCTIONED FOREBIGN
EXCHANGE, SUCH AS PCR NON-MILITARY PURPOSES ONLY, YOULD
BE AN APPROPRIATE MZANS FOR DISPOSITION OF DOLLAR CASH
TRANSFERS AS WELL, AND MAT BE AN EFFRCTIVE ALTERNATIVE
T0 BOS? GOVERNMENT/CENTRAL BANK FOREIGN RXCHANGE

RATIOWING, (NOTE FOR MISSION DIRECTORS: IN SOMB CASES
IN ORDER TC AVOID POTENTIAL CONTROVERSIAL USES 07 FONDS,
IT MAT RE APPROPRIATE FOR YOU TO FURTHER LIMIT THB
DISPOSITION OF FUNDS VIA RESTHICTIONS ON BLIGIBLZ
SOURCES AND USES. THIS TYPE OF JUDGMENT ZLOWS FROM TOUR
DELEGATED AUTHORIZATION AND MUST BR CAREBFULLY
BXFRCISED,) 1IN ALL CASES, USS OFY THE DOLLAR FUNDS FOR
MILITARY OR PARAMILITARY PURPOSES IS NOT PEAMITTED AND
SROULD BE EXPLICITLY EXCLUDED IN TRE AGREEMENT,

S. THRE MORE SPECIFIC TH® ARRANGEMENTS AR3 ON PIAMITTID
DOLLAR US2S, SUCR AS FOR FINANCING IMPORTS, THZ MOA2
EXTYNSIVE DCCUMENTATION MAY BE REQUIRED TO ENSURE THAT
ONLY PXAMITTED US2S HAVK BEEN MADE., THESZ ARRANGIMENTS
SROULD PROVIDE APPROPRIAT® AUDIT AND REDRPOSI?T
PROVISIONS YHICH VILL SUFFICIPNTLY PROTECT TH2 AGINCY.
THE AOREZMENT BHOULD REQUIRE A REDEPOSIT TO THE SZPARATE
ACCOUNT OF FUNLS APPLI®D TO A DISALLOVRD USE, THUS

RSP TR p Ml L
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UNCLAS STCTION @2 OF @2 STATE 052618

TEEZ 'ACREIMINT SROULD REQUIRE A RIDXPOSIT TO THE SEPARATZE
ACCOUNT OF FUNDS APPLIED TO A DISALLOYED USE, THRUS
PIRMITIING SUCHB FUNIS TO PE REPROGRAMMPD TOR A PERMITTED
USE. RECIPIENTS VILL BE REQUIRED TO PBRIODICALLY REPORT
‘ON TRE DISPOSITION OF DOLLAR FUNDS. TYPICALLY, TH}
RIPORT SROULD ATTEST TPAT FINANCIAL DOCUMENTATION, ROOKS
AND RRCORDS COVERING THE USE OF DOLLAR FUNDS ARE BEING
MAINTAINED OR CAUSED TO PE MAINTAINED, IN ACCORDANCE
VITR CENERALLY ACCEPTED ACCOUNTING PRINCIPLES AND
PRACTICES CONSISTENTLY APPLIED, AND ARE AVAILABLR POR
INSPECTION BY A.I.D. OR ANY OF 4TS AUTRORIZED
REPRESENTATIVES AT ALL TIMES AS A.I.D. MAY REASONABLY
REQUIRE FOR A PERIOD OF THREE (3) YEBARS AFTER TR3 DATE
OF LAST DISPURSEMENT BY A.1.D. UNTCER TBE CASB TRANSTER.,
FINANCIAL RECORDS SHALL BE SUITABLE, AT A HMININMUM, TO
DOCUMENT THE YITEDRAWAL AND DISPOSITION OF DOLLAR FUNDS
FROM THE SEPARATE ACCOUNT FOR ACCEPTARLE PURPOS3S. FOR
EXAMPLE, BANKING DOCUMENTS DEMONSTRATING THAT A.1.D. '
FJUNCE VERE TRANSFERRED FROM A ROST COUNTRY CENTRAL
EANK-CONTFOLLEL ACCOUNT TO AN ACCOUNT IDENTIFIED FOR
EXTERNAL DEBT REPAYMENT, AND THAT DEBT REPATMENTS WERE
HMADE AT LEAST EQUIVALENT TO TEE AMOUNT OF AID FUNDS,
YOULD BE SUFFICIENT T'OCUMENTATION TO SUPPORT THR

RECIPIENTS REFORTS IN AN ACREIMENT PROVIDING FOR SUCH
USE. ’

6. A PATTERN OF CORRUPTION, INADEQUATE RUDCRTARY AND
ACCOUNTING PROCEDURES, AND SIGNIFICANT CAPITAL FLIGHT
ARE EXAMPLES OF CONLITIONS WRICH WOULD RECOMMEND A CLOSE
SCRUTINY AND TPACKING OF TFE DOLLAR ASSISTANCE., 1IN SUCH
CASES, A.1.D., WILL HAVE TO JUDGR, PREFERABLY DURING THE
PAAD APPROVAL PROCESS, THE APPROPRIATE DOCUMBNTATION,
REPORTING AND VERIFICATION SYSTEM WHICE WILL ENABRLR

TRACXING OF TRE ASSISTANCE. 1IN TRZ EVENT THAT IMPORTS
FINANCING IS ANTICIPATED, THE SYSTEM OF CENTRAL BANK
PRICZ CRECKING AND TRANSACTION VALIDATION USEDY IN THE RI
SALYADOR PROGRAM MAY BE A USEFUL MODEL VWRERE DOUBTS ON
ULTIMATE USBS OF FOREIGN EXCBANGP BXIST. (DETAILS ARE
OBTAINABLE FROM REGIONAL BUREAU GC°S OR PD OFFIC3S.)

7. LCCAL CURRINCY LZFOSITS MUST BB USZD IN ACCORDANCZ
WITH SECTION €29 OF THE FOREIGN ASSISTANCE ACT. AS
NOTYD ABOVE, TEE HOUSL APPROPRIATIONS COMMITTIZ® REPORT
DOES CALL TOR TRACXING AND AVOIDANCZ OF COMMINGLING. -IN
A.1.T.°S V1EW, CONTRIRUTIONS TO A FUND, PUDG3T CATIGORY
OR SECTOR PROGF¥AM, IN WRAICH BY DEFINITION ALL SOURC2S
ARY COMMINGLED, ARE P3RMITTED I¥ A.1,D. IS SATISTIZD
THAT THT PUND'S, BUDGEIT’S OR PROGRAM’S DEVILOPMENT
OBJXCTIV2S ARE SOUND AND YORTRY O7F SUPFORT .

8. 7RI BIT2NT TO WRICA A.1.D, MUST MONITOR THZ ACTUAL
US28 OF THR LOCAL CURRENCIES WILL D2PIND ON THR
AGRZIIVINT VITRH TRE RICIPIENT GOYIANMAINT. 1IF, TOR
IXAMPLE, A.1.D. AND THE RECIPIINT GOVERNMENT AGR3R THAT
LOCAL CURRPNCIES ¥WILL BE WITHDRAWN FROM THE SIPARATY ‘
ACCOUNT 10 MEET TEVELOPMENT PUDGIT REQUIRIMINTS OF, SAY,
THZ MINISTAY OF ACRICULTURE, THP ROLZ OF A.T.N miv se
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/Z LIMITED 10 INSURING THAT DOCUMINTATION BXISTS

- DEMONSTRATING TBAT THE LOCAL CURRENCIES INDEZD YIRX
TRANSPZRRED 70 THE MINISTRY 'S DFVELOPMENT ACCOUNT., ITF
A.1.D., BY ACREEMENT WITH THE RECIPIBNT GOVERNMENT,
CBOOSPS TO ACCEPT A GREATER RESPONSIBILITY OVER ROV
TBESE LOCAL CURRENCIBS ARE USEP, TPEN A.1.D.”’

MONITORING RESPONSIBILITIES YWILL EXPAND ACCORDINGL!.
TR18 MIGRT, YOR EXAMPLE, REQUIRE APPROVAL AND SURSEQUENT

" MONITORING OF INTERMEDIATE FINANCIAL IwSTITUTION

- SUBLOANS 1T TRE OPJECTIVE OF TPE LQCAL CURRENCY SUPPORT

. 1S DBTINED IN TERMS OF JHESE END USE OUTPUTS.

. IN SHORT, A.1.D.°S HONlTORING APPROTAL, AND
RIDIPOSIT RIGBTS. AS VWELL AS TRE RIGBT T0 RBCEXYE
REPORTS, ARE DIRECTLY RELATED TO THE PROGRAMMING BURDEN
TBAT A.1.D. ASSUMES FOR ITSELF IN THE ACRERMENT
LISCGRIPING ROW LOCAL CURRENCIES WILL BE DISPOSED OF.
RETINTION OF THESE® RIGRTS IN THE AGREEMENT SAOULD BX
CONSISTINT, TEEIN, YITP TFE AGRLFD UPON PROGRAMMING
RESPONSIBILITIES OF A.I.D. PUT, AT & MINIMIM, SHOULD BY
ADEQUATE TO ENSURE THAT A.1.D. CAN TARE AN INDEPENDENT
LOOK AT SUPPORTING DOCUMENTATION TO VERIFY THAT TRE
AGREIMENT ON USES OF LOCAL CURRENCIES RAS NOT BEEN
VIOLATID,

10. AS NECZSSARY- REGIONAL RUREKUS VILL -POLTOV UF VITH

COUNTRY-BY-COUNTRY GUIDANCE., AID/¥ AS A VEOLE WILL ALSO
CONTINUE T0 IVALUATE TEE IMPLEMENTATION OF TEIS GUIDANCE
70 ENSURE CLARITY, CONSISTENCY, AND CONSONANCE WITH
LIGISLATIVE INTENT, AND MAT COMMUNICATE ADDITIONAL
CUIDANCE AT A LATER DATE. MEANWRILE MISSIONS ARE
INVITED T0 PROVIDE COMMENTS ON THE CONTENT OF THIS
CUIDANCE. AID/W WILL RESPOND EXPEDITIOUSLY 7O INQUIRIES
g;n SUGGBSTIONS.  WRITEHEAD

#2618
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SUEJ(C72 EXY CASH TRANSFIR ASSISIANOe = AMYLIIFL
PCGLICY GUTLANCE .

REFS: (L) STATE B2€18 (P) STATE 129973 (LNGAL)
(C) =+ STATI Z469¢¢

1. *CLLOWING IS A KEVISEL ANT AMPLIFIFL AID PoLICY
INFTWUTTICN REGAATDING BT CASY TRANSFRS. 17 I~FLEMENTS
TEx STATUTCRY RREQUIREMANTS _RIGCAADING SYFAEATI &CTTUNTS
FOK (A) DCLLARE AND %) ANY LOCAL CURRLKCY vHICH TER
RECIFIINT GOVJIANMENT MBY 1T REQJIRID TO DIrFOSIT PURSUALT
TO LSF CASA TRANSFER AGRREMENTS. IT APPLI:S CALY TO Eo¥
CAEH TRAKEFERS AND NOT OTFER FOAMS OF DISPURSEMERT UNDek
EST ASSISTANCE (CIPS, PROCFCTS). EFFFCTIVE I"MFDIATILY,
TREIZ GUIDANCE SUPERSEDMS REFERENCE (A) IN IT3 ENTIRETY,
AS YILL AS ANY OTYFR GUIDANCY CN CASH TRANSFZR SEPAPATE
ACCOUNTS ISSUET TO LATL. N

2., VvHEN USING THE TFRM TO CHARACTZRIZET A MCDE OF AID
ASEISTANCY, AID NYFINTZ CASE TRENSFFRS AS THYV FURNISHING
OF KAPIT-DISPURSING BALANCE OF PATMENTS ASSISTLNCF ON A
CASh BASIS TO A RECIPIENT IN FURTHARANCE CT UNITED
STATIS NATIONAL SECURITY, ZCONCMIC AND DIVILOPMINTAL
FOLCTIVEE. SFECIFIC PUSPQOSES VARY AMCNG RECIPIZAT
CCUNTRIZS A& SIT FORTH-IN DOCUMINTATION, USUALLT A PALAD,
ACCOMPANYING THE CASRE TRANSFER REQUEET. C5i5Y TRANSFER
ASSISTANCE FOR BALANCE .OF PAYMENTS SUPPORT PURPOSES IS
TO PF DISTINGUISHFD FROM PROGRAM SECTOR ASSISTANCE AS
CBARACTERIBED IN REF (C), AS WELL AS CONTRJRUTIONS TO
INTERNATIONAL FUNDS. CONGRESS HAS TRADITIONALLY
RECOGNIZED THZ UNIQUE AND VALUAYLY CEARACTFRISTICS OF
CASR TRANSFER ASSISTANCE, AND FAS EXPLICITLY RECCGNIZEL
TRBY DISTINCTION BETWIEN THE CASF TRANSFTR AND COMMODITY

ASSISTANCE PROGRAM MODES. VARIOUS LEGISLATIVE
RIQUIREMENTS, SUCR AS CARGO PREIFSRENCE, NORMALLY

. APPLICABLY TO OTEER FORMS OF ASSISTANCE, F.G. CIPS, .-
SECTCR PROGRAMS, AND PROJECTS, HAVE NEVER APPLIED T0 & .

T CASH TRANSTERS., "THE FY 87 CR MAINTAINBED THIS LONG. ... =

7 STANDING RULE WHEN 1T BSTARLISEED SEPARATE ACCOUNTS “Bf— =

» SPECIFYING THAT.FUNDS MAY BE OBLIGATED AND IXPENDED AS -

I

CASE TRANSTERS .NOTWITHSTANDING 'OTHER PROVISIONS prﬁzag&f.
- C e ' A EI

OFFIGAL

[
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WHICH ARE INCONSISTENT WITH THE CASH TRANSFER NATURE OF
SUCH ASSISTANCF. ESF CASY TRANSFFR ASSISTANCE
AGREFMENTS, THEREFORE, CONTINUR TO BY EXEMPT FROM THE
PROCUREMENT REGULATIONS AFPLICABLE TO PROJECT ASSISTANCE
AND COMMODITY- IMPORT PROGRAMS WHICP ART INCONSISTPNT
VWITE THE NATURE OF THE ASSISTANCE. AT THE SAME TIME,
BOTE AID AND THE CONGRESS ARE CONCFRNFD AEQOUT THE¥
POTALNTIAL FOR INAPPROPRIATE USE OF FOREICN EXCRANGT
PRCVIDED UNDER CASE TRANSFERS.

S. IN ACCCRDANCE #ITH STATUTCRY PROVISICNS CONTAINED IN
TR FY 1987 CONTINUING RESOLUTICN, ALL COUNTRIFS
R¥CYFTVING CASR TRANSFLR ASSISTANCY I¥ IVCISS GF .DOLLLIS
o MILLION OPLIGATFED AFTER FLERUVARY 1, L9R7, wILL Fb
JLCUIRED TO ESTABLISH A SEPARATE ACCOUNT OR AGCOUNTS
INTO WHICH WILL BY PLACET) THF DUELAR ASSISTANCEL ANT &
SEFAPAT) ACCOUNT OR ACCOUNTS FOR DEPOSITS OF LCCAL
CURRENCY. THE LEGAL REQUIREME{T FOR SEPARATZ ACCOUNTS
15 MAD} APPLICABRLE TO FY 1938 BY THE CONTIKUING
RESCLUTION. (SPECIAL INSTRUCTIONS FOR DCLLAR
ACCOUNTABILITY IN TEE CASE OF WEST AND C&NTRAL AFRICAN
MONYTARY UNIONS ARE INCLULED IM REF () AND AFE UNDIR
REVI®W, AS ARE SOUTHYRN AFRICA WAND AND EASTER|
CARIERTAN CUPRENCY UNJON CASIS. FURTETK SUIDANCI FOA

CASLS SUTE AS THESE IS BRLING DFVLLOPFL. “HOTE. ALSC.'THAT .
IF TBL CASH TPANSFIR ASSISTANCE AGRIFMFNT -DOTS NOT
PROVIDE FCR LOCAL CURRENCY DEPQSITS, SEPARATE LOCAL
CURRENCY ACCOUNT(S) ARE NOT REQUIRED.) TBE HOUSE °
APPROPRIATIONS COMMITTFE REPORT ACCOMPANYING THI
CONTINUING RESOLUTION ALSO DIRECTS THAT DEPOSITED \LOCAL
CURRENCY FE TRACYARLE AND MOT BE COMMINGLED. - TRE SENATE
APPROPRIATIONS COMMITTEF RFPORT EXPRISSES CONCIRN OVER
THIRD COUNTRY CCMPETITION WITH U.S. EYPOITS ¥ IME
RYFIREINCEF TO THY USI OF CASH TRANSFER DOLLARS.

4. TDISTURSEMENT OF DOLLARS SEALL RPE MATL BY AID UPON
RECIPIENT’S REQUFTST AFTER SATISFACTION OF ANY CONDITIOMY
PR¥CIDINT. RECIPITNTS OF CASE TRANSFYRS WJLL 2%
LXPECTED TO ACCOUNT FOR TH¥ DISPOSITION OF DOLLAHS AFThi
DISEURSEMENT BY AID. [N ALL CASES, THE DOLLA® ACCOUNT
INTC WEICHE THE FUNDS APY DIPCSITED AND F:CM WHICH THE
FUNDS ARE RELEASED FOR AGRLED-UPON USES MUST EE
SYPARATE, AND THE ¥UNDS MAY NOT BE COMMINGLED. PRIOR TO
THE USE OF ANY DOLLARS FROM A SEPARATE ACCOUNT, AID AND
THE RECIPIANT WILL AGREE ON THE GENERAL USES OF THE
DOLLARS ANT SUCH USES WHFRFVER POSSIBLF WILL BT
IDENTIFIED IN THE CASE TRANSFLR ASSISTANCL AGREEMLNT.
DOCUMENTATION PURSUANT TO THE AGREEMENT MAY AMFLIFY
REQUIRTMENTS, BUT PRFFFRABLY SHCOULD NOT SUBSTITUTEF FOR
AN UNDERSTANDING ON USES IN THEL PRINCIPAL AGREEMENT.

DM UNCLASSIFI' ) STATE  325792/21
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AGREFMENTS SEOULD ALSO RYXFLECT THAT, AS A MATTER OF AID
POLICY, DCLLAR OR LOCAL CURRENCY SEPARATE ACCOUNTS ARE
TO FF INTEREST-BEARING, T" THE EXTFNT SUCF ACCCUNTS ART
PRMITTED UNDSR HOST COUNTRY LAW OR RFGULATION AND, IN
THY CASF CF LOCAL CURKENCY ACCOUNTS, NO NOT UNDFR™INT
INTERNATIONALLYSUPPORTED STABILIZATION AGRIEMENTS OR
SCUND MONETARY POIICY. ANY INTERFST EARNED ON DCLLAR CR
LCCAL CURRINCY ACCOUNTS MUST B PROGRAMMED AND USFD AS
I7 IT WERE PRINCIPAL, .

S. TEFT FAA AND FY £7 APPROPRIATIONS YILL AND THEIR
LECTSLATIVE HISTCRY R=COGNIZE TSP TISTINCTION PITVEEN
THE CAS® TRANSFRK ASSISTANCE MON: AND OT3IER FOEMS (7 K€
ASSISTANCE, AND MAKY IT CLTAR THAT STATUTCKY PROVISICNS
THAT APPLY TQ PROJECT AID ANL GIP ASSISTANCE (%, CA22"
PRYFYRYNCY, STRICT SCURCI/QRIGIN/COMPONTNTHY RUIFS, 1V k
COMPETITICN IN COMTRACTING ACT, AND SO ON) DO NOT APELY
TO CASH TRANSFER AID, SINCE TPEY APE INCONSISTTNT vITH
TPT CASF TRANSFFF NATIRY COF THF ASSISTANCF. HChLFVFe,
JUDGEMENTE DC HAVE TO PE MADE AS TC WHICH USIS OF
DCLLARS IN THL SFFARATE ACCOUNT SRQULD BT PEQMITTEN &iD
SPYCIFICALLY APPROVIN IN THEY AGRITMFNT. APPECPRILTY

PROCEDURES FOR SPECIFYING AND TRACY¥INT USES CF DOILAAS
RELFASYD ¥FrOM TRF STPARATF ACCOUNT,. AND_ASSCCIAITD

. ACCOUNTAEILITY ARRANGIMENTS, WJILL VARY, DIPENDING UPCY
THF NATURZ OF Ths ASSISTANCE, TPE RECIPIFNT’S FOLYLIGN
EXCR&NG: &ML IMPORT RXGIMIS, TuT INTIGKITY OF 173
ACCCUNTING SYSTFPMS, THE POLITICAL ENVIRCNMENT, A®D OTHER
FACTORS. (SEF ALSO PARAGRAPA € PTLOW.) THY RASIC
SPECTRUM CF FOREIGN EXCHANGT AND ACCOUNTARILITY KEGIMES
IS ESSENTIALLY CPARACTERIZED IN THF FOLLOYWING
SURFARAGRAFYS. AID’S OVEWALL PRFFERENCF 1S FQP U.S.
IMPORT FINANCINS ¥WITH FST CASH TRANSFER DCLLAKS, ¥EETHER
TekOUGP DIRECT DISBURSEMENT, REIMRURSEMENT OR AUCTION
ARRANGEMINTS . DFRT SFRVICTY I8 AN ALTTRNATIVE, AS IS A
BLANDING OF IMPORT FINANCING AND DEBT SERVICE IN SCML
IMETANCFS. IN CONCE?T WITE TEY RYLFVANT RIGIONAL
EUR®tU, PREFERAPLY DUKING THE PRAD AFPPOVAL PRCCFSS,
MISSTONE SZQONLD REVIEY TEFCE REGIMES AMD MAFF A
JURGYMINT AS TC . WHICH ™MOST CLOSILY RIFLICTS TMT ,
SITUATION IN THEIR RLSPECTIVE FOST COUNTHIFS, AND THEW
PPOCEED TC TAIIOQR DOLLAR USE AND ACCCUNTARILITY
ARRANGIMENTS TO SUIT THE INDIVIDUAL COUNTRY CONTEXT
¥ITHIN THE~PARAMETERS CF THE BASIC REGIMES PROVIDED.
NOTF THAT FTACE OFf THFY APPROACHIS REQUIRES ADEQUATE
MONITCRING AND AUDIT RIGHTS AGRFED TO FY THE RECIPIFNT,
A MCNITORING COMMITMENT RY AID STAFF, PERIODIC
SUBSTANTIVF REPORTING BY TEE RE¥CIPIENT, ANL DOLLAK
REDEPOSIT OR OTHER REMEDIAL ACTION IN CASES OF
NONCOMFLIANCE WITE .THE AGREEMENT ON USSS.

(A) IN THOSE RECIPIENT COUNTRI¥S YHERE IMPORTS,
FOREIGN EXCHANGE ALLOCATIONS, AND, PRESUMABLY, EXCHANGE
RATES ARET STRICTLY CONTROLLEID BY GOVERNMENT OR MONETARY
AUTBORITIZS, AND WHIRE SUBSTANTIAL LIBEB}LIZATIQN )

LN
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SUCH CONTROLS IS NOT UNDFRWAY OR ANTJCIPATED, AID
PREFERS THAT CASF TRANSFFR DOLLARS BE USED TO FINANCE
IMPORTS FITHER DIRTCTLY OR ON A& RTIIMRURSARLE BASIS. 1IN
THE EVENT THIS IMPORTS FINANCING ARRANGEMENT IS USED:

(I) FPRIORITY SHOULD BE GIVEN TO IMPORTS FROM THE U.s.,
WITH IMPORTS PLRMITTED BY THE MTSSION FRCM CTHYFR SOURCES
ON A CASE BY CASE BASIS. '

(IT) DOLLAR 2SF SECULD NOKMALLY =F LIMITFT TC RAW
MATERIALS, INTLRMEDIATE AND CAFITAL GOODS,., AND ESSEINTIAL
CONSUMYR GOODS IMPOSTS AS APPROVFD FY TEY MISSION, ANE
DOLLARS MUST NOT PE USED ™0 FINANCE IMPCATS, SUCH AS
MILITARY CR POLICE EOUIPMENT, TFAT AIM CCULD NCT PROGUR-
DIYeCTLY., .

(IIT) VY9E°t NFFDED, THE IMPORT APPROVAL AND
VIRIFICATION PRCCFSS SHAULD INCLUDF A& PPICT CUFCHING
ARRANGEMENT TO ASSURE THAT U.S. PUNDS ARF XNOT EBEING USED
TC BFFECT CAPITAL FLIGHT THROUGH OVIRINVOICING.

(IV) FrIMPURSEMENTS MUST PE FOR SPECIFIC IMPORT
TRANSACTIONS AMD SHOULD PR PART QOF A TIMMLY SEQUENCE FCP
COMPLFTING STJICH TRANSACTIONS. THIS TYPE CF
RIIMMURSEMINT IS TO Bk DISTINGUISKED FuOM EX POSY
ATTRIBUTICN MAPE AFTI® RFILIASEL OF DOLLARS FRON TPl
SEPARALY ACCQUNTS,” B PROCRDURE- ¥MPLL *D-IN SOMI FuF
RLCIPIENT COUNTRIES.

TE1S APPRCACH APPROXIMATFS THF CNY CURKRENTLY USEID IN THT
Il SALVADOR PROCRAM AND MAY RE APPLICABLY, 70 OTHEX CASH
TRANSFIR RECIPIKNTS WITH SIMILAR FCREIGK !
EXCEANGET /IMPCRTS CONTROL ARRANGFMENTS wLYFF. CASH
TRANSFERS ARE A SUBSTANTIAL COMPONENT OF AVATLAELE
FCRLIGN sXCRANGL. IMPLEMENTATION PPOZEDURES DEVELOFED
FOn THRT EL SALVAI'OR PROGFAM MAY BF USTFUL AS GUIDLNCTF
FCR CTERR MISSIONS, AMD ARL AVAILAFLY UPON REQUEST.

(F) IN THCST RFCIPIZNT COUNTHIYS WHILF SUBSTAMTIAL

UNCLASSIZTI®ED STETE  3cEvr92/¢7
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LIEERALIZATION OF FCREIGM EXCHANGE AND IMPCRTZ CONTROLS
IS UNDERWAY OR IS AT A RELATIVELY ADVANCED STAGF OF
NFGOTIATION, AND AID WISAFS TO AVOID IMPIDING OR WISHES
TO SUPPORT HOST COUNTRY MOVES TO%ARD OPEN MAKFT ¥ORCES,
UST CF AN AUCTION OF AUCTIONLIXT MECHANISM TO DISBURSF
CASH TRANSFER DOLLARS MAY PE APPROPRIATE. MANY AUCTION
SYSTEME EAVE REEN DsVFLOPED AS PART OF A SUCCRSSFUL
MOLTITONOR DIALOGUS WITH T3F VOST GOVFFNMENT, AND API
SUPPCKTED RY THOSk DONCRS AND GINFKAL FCREIGH EXCHANGE
RASERVREE CF THF RECIPIWNT GCVERNMENT. AID CASY TRANSFRR
LCLL&RS CAY RBE USFD TC SUPORT &N AUCTION COR
AVCTION-LIFE SYSTHM 1F: :

(1)  CASE TRANSFTR DCLLAYS CiN RIfLIM STGS1GATFD UNTIL
UTILIZ¥L AND CAN EF TRAC'¥L T2 JDWETIRTALLYL INPOX]
TKANSACTIONS.

(I1) AUCTION PROCEDURLS Pi:MI1 TUE IYPLEMENTIKG
AVTECRITY TO ENSURE THAT AID CASY TPANSF:R DOLLARS. AR:
NCT USE™ FOR MTLITAFY, PA®AMILITARY, OR LUYURY IVFORTZ.
TEIS KLGATIVE LIST SFCULL B4 AT LEAS™ AS LIMITING AS TS
AT2 TANDRCOCX 1, SUPFI®MEN] ¥, CUBAPTLY £D LISIIIC CF
INFLIGIELY COMMODITIMS (I.7., ™YLITA®Y FOUTPMINT,
SURVEILLANCY xQUIPMANT, PCLICH AND LAY PNFORCTMANT -

COMMOTITIES AND SIRVICIS, AEORTION TQUIPMENT £ND
SLRVICYS, LUYURY GOCDS AND GAMPLING BOUIPMENT ANL
WEATERR MCLIFICATION ¥COIPMENT). - .

(IT1) TRe RECIPIENT GOVERNMENT AGRFES TC USE CASH'
TRANSFER DOLLARE, FCLLOWING FACR IMDIVIDUAL AUCTION, F(®
FINANCING OF U.S. IMFORT TRANSACTIONS APPRCVFT AT TEFT
ATICTION AS FIRET PREFERENCEL AND CTHEF FREE ¥WORLD
TRANSACTICNS AS SICOND PRIIZRFNCE. PRIFIFINTIAL
FIMARCING OF *IMPORTS WILL NOT ¥°¢ USED, AXD IS NOT MEANT
TC, REDIRECT TH® ALLOCATION OF FOREIGN EXCFANGL To ANY
SPrCIFIC TYFES CE SCURCTS OF IMPORTS IN 4 MANNTE
INCCNSISTENT wWITH TFE “ARS 2TDET23MINED NATURE CF THL
FORIIGN FECPANCT AUCTICM.

FECAUSE OF THE ABOVE. PAOVISIONS, TCTALLY UNRESTRICTEL
AUCTION SYSTEMS ARE NOT APPACPRIATE MODYS FOR THE USE OF
CASH TRANSFER DCLLARS. ANY AUCTIONS OF AID CASH
TRANSFER D®LLARS MUST PERMIT THE USE OF SEPARATE
ACCCUNTS AND PROVIDF FOR TRACKARILITY.

(C) IN CERTAIN INSTANCES YWHERE RECIPIENT COUNTRY DERT
SERVICE IS A SIGNIFICANT BARRIER TO GROWTH AND
DEVILOPMENT, OR WHERF INSTIT IIONAL ‘ARRANGEMENTS MAT
PRECLULE THE TRACEARLE USE OF CASH TRANSFER DOLLAR$,A}
OTHFRYISE, CASH TRANSTER -ASSISTANCE MAY B} USED T0= .
EFFZCT DEET SERVICE PAYMENTS. THE USE OF CABE TRANSYIR
DOLLARS FOR :DEBT SERVICE MAY BE PARTICULARLY -JUSTIZIZD".
WHEN SUCH SERVICING WILL HAVE A SIGNIPICANT EFFICT ON
LEVERACING ADDITIONAL FLOWS OF DEVELOPMENT FINANCE, -
HOWEVER, AID DOES.NOT CONSIDER .APPROPRIATE TEHE :USZ %7

T one gt wg e
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CASH TRANSFER DCLLARS FOR SERVICING OF CERTAIN
CATEGORIES OF DEBT WHICE MISHT BE FERCEIVED AS HAVING A
NON-DIVELOPMENTAL CHARACTYE, TEFRFFORF, DFRBT SFRVICFE IS
PERMITTED SUBJECT TO TEE FOLLOVINF P?OVISOS

(I) CASH TRANSFFR DCLLARS MAY NOT EI USID TO COVkk THE
SERVICKF OY 'LOANS OR CREDITS TFAT ORIGINALLY FINANCED
MILITARY IMPORTS OR OTHF¥R MILITARY REQUIKIMENTS, F.C.
PMS DIPT, UNLESS, AS DETERMINED EY THE ADMINISTRATOR,
SUCH USY OF CASH TRANSFFRS IN INDIVIDUAL COUNTRY CASKS
IS RYCOGNIZFD BY STATUYT A4S AMPLIFIFD ®Y I*GISLATIVE
HISTORY AS VALID.

(I1) STEVICT CF DT NA¥N TC £AVF BETN JNCURRTD TO
FINANCE OTUKER (NOM"MILITARY) ITiMS THAT AID COULI NOT
FINANCE RRCAUSs OF SFECIFIG LFGAL PROYIRITIONS, E.G.,
APOETICM LOUIPMINT, IS FRICLUDFT, . TFIS PRORIEITICY HAS

PARTICULAR APPLICATION TO CURRENTLY OR RECENTLY
CONTEACTED D¥ZT WHFE¥ FTLIVANT INFORMATICK IS CF SUQJLD
BE READILY AVAILARLE TO THE MISSION ANT YHERE IT “MIGHT
BF YNFTRRFD THAT CASPF TRANSFER FINANCING OF DERT SeRVICL
CCULL HAVE Fxih ANTICIPATFDN., IT IS NOT INTENLEL TO
RFQUIRE 4 REVIYY OF THE DOCUMENTS KRELATED TO THL LOANS
TC BT SFRVICED, & RIQPUIRYMINT WFICH WOULD NCOT BY
-ADMINISTRATIVELY FEASIRLE, - -

(III) CONSISTYMT WITH Tvl AGEILD E¥STRUCTURING
ARRAMGYMENTS AMD PAYMENTS SCHFTCULINA OF TH# DPARIS AND
LONDCGN CLUBS, WHERL APPLICABLE, SXRVICE OF DEET OWED TC
TEY U.5. GCVERNMENT (EXCLUSIVE OF FMS DFERT) SEALL BAVY
FIRST PRICRITY. . :

(IV) CaS3 TRANSFFR DOLLAKRS MAY FF USED FOR SERVICING OF
DEET OWED TO MULTILATERAL DEVELOPMENT BANKS AND THE IM¥,
SUPJZCT TO PRICP CONCURRENCE OF TAE APPRCFRIATE REGIONAL
ASSISTANT ADMINISTRATOR,

(V) SIRVICING OF DERT OTAER THAL THAT COVE®RED IN

UNCLASSIFIED STATE 325792/632
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SUFPARAZRAPHS (1) TYRCUGH (IV) MAY PV APPROVED ON AN
FXCTPTIONAL, CASE BY CASE BASIY BY TYe APPROPRIATE
REGIONAL ASSISTANT ADMINISTRATOCR 1IN CONSULTATION WITH
FFC. ' : '

() IN TH® CAST OF THF RFLATIVILY-ALYANCFL ESF
RECIPIYXNT COUNTRIES WHICH HAVE FRSSENTIALLY
MARKITDITIAMINYD FORFIGN EXCHANGY ALLOCATICA SYSTTME,
LIIYNAL IMPORT REGIMES, ANT WELL-FSTABLISHED STANDARDS
CI FINANCIAL ACCOUNTARILITY, STPARAT-L ACCCUNTS AND
TRACHAKTLITY ARI STILL R¥QUISTDL, PUT 41D SHOULD AVOTD
ANT LCCCUNTATITITY PROCRDURES WHICR VOULD BAVS Td-
FFFICT CF REIMPOSING FORKIGN EYCBANGE CR I MPO31
CCHTHCOI®. ®XAMPLES OF SUCH COUNTPIES INCLUDE Th: MNATC
ALLTES WHICH AFFORD THE UMITRD €TAT«S WITH BAST O%
ACCTSE KIGHTS AND DEVFLCPING CCUNTEITS YHICH KAV
LARGELY LIFXRALIZED PCLICIES .AND INSTITUTIONS ALOUNL
MPARX ETORIENTED PRINCIPLES. PROCEDUP:S USED, DETEOMILET
ON A C&SF FY CASI BASIS, SVOULD BT SIMPLIFIID AXD DI
MINIMTIS BUT STILL PtRMIT SEGREGATICKN ANT TRACKING OF
NCLLAF>; USY OF CASA TRANSFER DOLLARS FO% DERT SYRVICH
O L°RCGL SCALT IMPCRT TRANSACTIONS w(QJLT USUALLY FY
AFPROPRIATE IN TRCSL INSTANNKS, SIMPLITIED MONITCXING
~EROCIDURES ARY ALSO APPROPRIATY_IN THOST CCUNTIILL sdFE.
AIT 1O®E NCT KAVY A DEVELOPMENT PRPSINCi. '

8. TEI CATH TRANSFIR ASSICTANCY AGRTIFIMT SEOULD -

FPEOVIDL AFFROPRIATE AUDIT AND REDEFCSIT FROVISIONS ¥3ICH
WILL SUIFICIFNTLY PFOTICT THT ASINCY. THY AGREIMINT
ShOULD REQUIRE A REP£POSIT TO THE SE2AATE'ACCCUNT OF
FUND® APPLIED TC A DISALLOWLD USY, TuJS PERMITTING SUCE
FUNDS TO BY RFPROZRAMMED ¥OR A PT3MITTFD USE.
AXCIPIANTS WILL BE REQUIRED TO PLRIODICALLY REPORT ON
TRY DISPCFITION OF DOLLAR FUNDS. TYPICALLY, THX REPORT
SEOQULL ATTIST THAT FINAMCIAL DOCUMENTLTION, EOCuS AND
RECCRLS COVERING THE USE OF DOLLAR FUNLS AKE FEING
MAINTAINED CR CAUSED TC BX MAINIAINED, IN ACCCR2DAHCE
WITE G¥NMERAZLLY ACCI®TIM ACCRUNTINS PRINCIEIFS AnD
PRACTICLS CONSISTLNTLY APPLIED, ENL 83c AVATILAELE 302
INSPECTION BY AID CH ANY OF ITS AUTHORIZED
KEPRYSINTATIVES. AT ALL- TIMES AS AID MAY RFASCNAEBLY
REQUIRE FOR A PERIOD OF THREE (3) YEARS AFTER THF DATE
OF LAST DISBURSEMENT BY AID UNDER THE CASH: TRANSFER.
FINANCIAL RECORUS SHALL BF SUITABLE, AT A MINIMUWM, T0
COCUMENT THE WITHDRAWAL AND DISPOSITION OF DOLLAK FUNDS
FROM TRY SZPARATZ ACCOJINT AND TZEIR TRACAING TO FINAL
ACCEPTATLY USES. FOR IXAMPLE, TEIS MAY INCLUDE CENTRAL
BANA _AND COMMERCIAL BANE DOCUMENTS DEMONSTRATING TBAT
AIT TUNDS WEKE TRANSTEARFD FROM A HOST COUNTRY CENTRAL
BANKCONTROLLED ACCCUNT TO AN ACCOUNT IDENTITIZD FOR .
FYITERNAL DIBT REPATMFNT, "AND TRAT DERT STRVICE PAYMENTS
ACTUALLY WERE MADE WITH THZ TRANSFERRID DOLLARS. )

7. LOCAL CURRENCY DEPQSITS'HUST BE USZD IN ACCORDANCZ -,
WITE FAA SECTIONS §31(D- AND 609, SECTION 531(D).

o
1
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RYOUIRES TEAT AT LFAST 52 PERCENT OF LGCAL CURRENCY
GENERATED EY ESF CIPS OR OTIER PROGRAM ASSISTANCE
SUPPORT ACTIVITITS CONSISTENT WITH SECTION 1e231¢5
OFJ:CTIVES, SECTICOM 622 RRQUIPEFS THEAT LCCAL CURRINCIIS
ASSCCIATED ¥ITH ESF GRANT CIPS AND--BY TEE PROVISIONS OF
THY FY 87 CP--CASH TRANSFIR ASSTSTANCF Bl USED TC CARRY
CUT T3E PURPOSES FOR WHICR NEW FUNDS AUTHORIZED FY THE
FAA WOULD THEMSELVES BE AVAILABLE.

€. TBY EXTENT TO WHICK MISSICNS MOST MONITOR THE ACTUAL.

USLS OF THE LOCAL CURRANCY WILL DTPEND CN Tds AGREFMENT
WITd THT PYCIPIENT GOVISNMTNT. '

(L) IF AID SPOULD CENQS: TC DIRACTLY ASSCCIATE JCINILY
FNOCTAMMED LOCAL CIRREINCY WITh WOST COVI=NYENT PLCJICTS
CR PRIVATE SkLCTOR ACTIVITIES, THE MISSION SHOULD RAVE
RYASONALLE ASSURANCE TSAT TRE AGTIVITIKS UAVE BEE™
[ESIGNED IN ACCCuDANCY wITH SCUND TFCHNICAL, FINAKCIAL,
AND ENVID2ONMENTAL PRACTICES, THAT IMPLEMENTATION AND
MCNITCRING CAPARILITIES OF TrI IMPLFMENTING ENTITIES 2R}

ATEQUATYE, AND THAT PERIODIC AUDITS OF RELEVANT
RCTIVITIFS WILL BY UND¥RTA¥WN. PROJECTS TRAT ARE FUNLED
AKI MONITO-LD BY AIL WOJLT PROVID: SUCF }UIDINCE. .
FrOJECTE FUNDED AND MONITORED K1Y OTYFR DONCRS. ALSC
USUALLY PROVIDE SUCH ASSUKANTFS] TUF SAMI AFPLIFS 10
PROJECTS UNDARTAKEN PY STRONG, UIGHLY FESPLCTED .HCHT
GOVEPNMENT OR FRIVAT» SxCTOR INSTITUTICNS. OTRLRNISE,
PISSIONS SHCULD RF PLIPARID TO TAYT A MC=F ACTIVT ECL¥
IN TMPLEMENTATION OVERSIGHT IN ADDITION TC REVIEWING Tk
PROJECT DOCUMENTATICN AND HOST GOVERNMLENT FROCEDURES
FrICE TC APPROVAL Or FUNDING FOF TEF ACTIVITY. I} ANT
WREN SUFSFQUENT ALLCCATICHS OF JOINTLY PPCGRAMMELD LOCAL
CURFENCY FOR PROJKCT LEVEL ACTIVITISES ARF PEING ‘
CONSIDIRET, THT MISSION SHOULD TAKI THIS CPFPOTZTUNITT TC
P2VI-¥y PROGRKSS IN MOVING TOWARL PRCJECT COMPLETION.
PERICDIC KREPORTING FY TYEL HOST COVERNMENT SEOULD RE
REQUIRED, AND FIFLD VISITS MAY %Y USFVSL TN MCNITCRING.

" INCLASSIFIED STITY  2ZET722/¢4
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(E) IF AID AND THE RECIPIENT GOVERNMENT PRC3RAM T8E
LOCAL CURRENCY FCR MORE GENERAL PURPOSES, FOA FXAMPLY,
AN AGREXMENT THAT LCCAL CU=RFMCY WILL 3+ USEL TC MIFT
DX.VELOPMENT BUDGET REQUIRLMINTS OF, SAY, THE MINISTRY CF
AGRICULTIRY, THE ROLY OF AID MAY PF LIMITFD 70 ENSURING
THAT DOCUMINTATION EXISTS DEMONSTRATING THAT THE LCCAL
CURKENCY INDEED WAS TRANSFERRED TO THE MINISTRY’S -
DFVYLOPENT ACCCUNT. THY.MISSION NTFD NOT TRACH THY
FUNDS T0 EPACIFIC BUDGETARY 0@ -END-USE ITKNS SINC2: AIL"S
CFVILOPMINT GCAL IS A LEVEL OF OVERALL FINANGIAL SUFPOr1
TC & DPROGREM OR INSTITUTION; INI®TD, ONC] "ISANSFIRRFD
YROM & SEPARATH ACCOUNT TC A PSCGRAM 0OF INTITUTICM, THL
FUNDS WILL GINIRALLY EAVI  FFN CC'RINFT ¢J1H 21:Iu
EUDGFTARY FUNDS AND ¥ILL NOT BN TRACIATLY. nUVRR,
MISSION §9QULD GUNERALLY KB SATISFIELD OF “Tvb “UALIT{
CVERALL PROGEAM ACTIVITIES 8NN JTPY+TICINICAL AR
ADMINISTRATIVE CAPARILITY CF TPYL IMPLWMENTING :E1ITY Cn
ENTITITS TC CARRY OUT TH® FROZPAM, FNRTHYRMONE,
PERIODIC R1PORTS ON FUDSETARY ALLOCATIONS SEOWID ¥
REQUIRFD CVLR TEE PPRIOD CF THAY AGRRKEMEMT TC Fhisll Thi
MISSION TC ASSTSS COMPLIANCT WITH AGRYFD F:IGAITIVS.
FINALLY, TFE MISSION SHOULD ASSTRt ITSALF PCST™ BCC TUAT
TRE GOVEINMENT Hag8 ACCCRDED AN AFFACPRIATY EMPEASIC 1C..
PFICRITY PROGSAMS. TZ2IS CAN TPIN FT 'ISFL A% A BASIS §7;
MAsING JUPGeMYNTS AFOUT -¥UFURE LCCAL CURREXCY BLLCCATION
DYCISIONS. _ Co

T4
¢l

9. TO REITZRATE, AID’S RETLNTION OF MONITQHIMNG AND
APPROVAL RIGHTS, AS WELL AS TRY, RIGHT T0 RTCEIVY
R¥PCRTS, 1S DPIRICTLY RELATED TC THE PRCGRAMMING DBJKDih

TRAT AID ASSUMES FOR ITSELF IN THE AGREEMENT DESCRIBING
HCw LOCAL CU2EFNCY #ILL BT USFD. RITTNTIC™ OF TP!S}
RIGHTS IN THE AGREEMENT SHOULD IE CONSISYENT, THEN, WITE
TEY AGKIID UPON PROGRAMMING RFSPONSIRILITILS OF AID BUT,
AT A MINIMUM, SHOULD BE ALFOUATE TC ENSURE THAT AID #11H
TIMFLY ACCRSS CAN TAFE AN IYDRPNDENT LOO¥ #T SUPPORTI':
LCCUMFRTATICN TC VIFIFY TFAT TV} AGRFEMFM] ON U<I& OF
LCCALL CURRENCY HAS KOT ELEN VIOLATED.

l1¢. LS NFCESSARY, PFGIONAL BURFAUS WILL FCLLIAY UF VITH

COUMTRY-EY-COUNTRY GUIDANCE. AID/W AS A WHOLS %ILL ALSO
CONTINUE TC RPVALUATE THE IMPLEMENTATION OF THIS GUIDANCE
- TC INSURE, CLARITY, CONSISTENCY, AND CONSONANCE ¥ITH T

LEGISLATIVE INTENT, AND WILL AMEND OF UPDATE GUIDANCE AS ,-.r,',\\,-\'z;“i-""./

'CIRCUMSTANCFS WARRANT. MISSIONS ARE INVITED TC PROVIDF « -

- COMMLKTS ON THE CONTENT OF THIS GUIDANGCE. AID/% %ILL .. .y
RESPOND RXPEDITIOUSLY TO INQUINIES. WHITEHEAD i ‘
BT : | - .

- #5792
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(i1)
| SPECIAL DEVELOPMENT FUND (SDF) PROGRAM
I.  SUMMARY SDF DESCRIPTION

The SDF's objectives are to institutionalize an indigenous grant
making capacity outside the GOP and its PC-1/ADP/Ministerial 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 davelopment
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., Al
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 will consist of ten private sector rotables and three government
representatives (Economic Affairs, Finance, and Health and Social Welfare
Divisions). (An indicative list of candidates for the ten private sector
positions includes noted activist judges, important local
philanthropists, a number of women prominent in WID and 1eaders 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 normal government budgetary
process. The SDF program constitutes a signfficant GOP policy
initiative. The establishment of the Trust and subsidiary Fund will be a
precedent setting commitment to decentralized development financing and
promises greater allocation of local resources to NGOs and conmuni ty
administrative units for WID and community participatory development
activities in the social sector.

11, BACKGROUND

A. The Human Problem

1. Status of Women

Pakistan's development, as measured by the growth of
GNP/GDP, has been impressive, especially compared to neighboring
countries in South Asia. This devel opment, however, has been accompanied
by a rapidly deteriorating and chronically underfunded social
infrastructure. For example, Pakistan has never allocated as much as two
percent of its GNP or as much as eight percent 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 percent 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
Titeracy 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 rate 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) Working Time
Percent
Care and feeding of 5.50 35
1ivestock
Milking and churning 1.00 7
Cooking 1.75 N
Carrying food to fields
and feeding children 1.50 10

House cleaning and
making dung cakes for

fuel .75 5
Carrying water .50 3
Child care .50 3
Other domestic chores

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

T5.50 T

2. Lagging Social Sector Support

Virtually all government expenditures in the social sectors

are channeled through the formal government budgeting process. (See Annex
A-1 and A-2). This process is unwieldy and time consuming, leaving large
segments of the population untouched. Although there is considerable
institutional and individual interest within the GOP in finding
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mechanisms to support decentralized social sector programing. the
understandable GOP focus has been on large scale investmznts 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 all 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 generally not equipped to support the numerous
grass-roots and community-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
Ecucation 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 literacy 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 govermment 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 o, 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 definitior alsv 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
Deparument. 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
organizations "of women," with perhaps 90 engaged in definite 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 neighbornood 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 Y00 non-registered organi zations
in the Karachi area. The registered NGO community, although primarily
urban, includes a number of organizations in rural areas with potential
for support of rural development programing, In addition, urban-based
NGOs are increasingly aware of the need to reach rural areas and have in
recent years been making efforts to do so. WBhese NGOs are typically
co??trained by funds and access to transportation required to work in
villages.

NGOs in Pakistan are characteristically multifunctional, with a range of
common objectives and activities related to health, skills training and
income-generation, particularly aimed at women and youth. More recently,
some NGOs have become more highly specialized. (see Annex C-1).

A second generation of NGOs is moving from the traditional social welfare
to a stronger develcpmental orientation. Although staffing continues 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
A11 Pakistzn Women's Association (APWA), one of the oldest and most well
respected Pakistani NGOs, has stated its commitment to having a
professional 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 centralizeu, the administrative structure of
Pakistan provides potential for community participation and
responsiveness to local needs through the lowest end of its
organizational structure, i.e. the union councils, district councils,
tehsil councils, village committees, town committees and their urban
equivalents. It is these units of administration, most frequently
elected, that village and urban neighborhood 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 {s 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
deteriorated, hospital services are unsatisfactory, ana promised rural
health cells are without personnel or medicine. Although government
assistance is still commonly sought and expected, there is a heightened
recognition of the need for private sector and self-help efforts,
especially at the "mohallah® (urban neighborhood) level, and within
villages with strong community leadership. There have been some notable
successes such as the Orangi 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 prograr. 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 1s very much in 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]acceptabi1ity, range from the traditional to the innovative. These
include:

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

- child care training;

- nutrition education;

- maternal and child health education/training;

- family planning and child spacing education and clinics;

- training to improve home-based production that reduces the need for
household cash expenditure (e.g. kitchen, garden plots, sewing, food

processing);

- training in home-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,
midwi fery, small appliance repair);

- 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;

- comunity-based development and improvement of low-income housing and
sani tation.

The range of these indigenous initiatives suggest an environment capable
of exploring 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 primury constraints are:

1. the lack of an ipstitutionalized indigenous merit-based
grant-making capacity outside the GOP;

2. the GOP's establishec policy of centralized development
financing for all sectors with the resultant inability of
NGOs and community-based administrative units to obtain
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, monftoring and evaluation;
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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
communi ty participation; and

4. NGOs tend to be fragmented and, at times, inappropriately
competitive, Efforts made by one NGO are sometimes
duplicated by another. The explanation for this may be in
the 1imited access to limited resources, charismatic rather
than institutional leadership, volunteer rather than
professional staffing, and an absence of a coordination
mechanism.

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 SDF,
therefore, will focus primarily on strengthening indigenous NGOs as well
as supporting specific project activities. Such "strengthening® grants
may be used to finance a wide range of activities including training,
infrastructure, recurrent costs, selective commodities and technical
assistance.

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 NCOS, (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
Shirkat-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 basis) relevant to proposal writing, budgeting, cost
accountability, monitoring etc.

Where available, intermediary offices or organizations may be utilized as
the mechanism of grant cvordinaticn. Opportunities for using such
intermediary organizations exist in the Punjab (through the Ministry of
Social Welfare in support of social welfare agencies), in Sind and
Baluchistan (through the highly trained Commissioner/Deputy Commissioner
Civil Service in support of Union Councils and village committees) and
through some overbranching NGOs such as Sind Rural Workers Cooperative
Organization, APWA and Behbud.
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While recognizing the important NGO strengthening function of the SDF, it
is also expected that the SDF will fund specific projects of
organizations requiring strengthening in order to promote the
organizational sense of deveiopment participation and to stimulate its
NGO constituency. The project grant activity, a collateral strengthening
grant or TA will address the deficit areas. Strengthening without
visible project activity is probably not desireable.

F.  Absorptive Capacity of the Community-Based Administrative Units -

Pakistan's civil administration and elected local bodies provide
ample opportunities to work with local govermment/community-based .
adninistrative units, Below the Provincial and Divisional levels, there
are approximately 86 District Councils with varing capacities and
experience in development administration. The District Councils, in
turn, are comprised of approximately 4,106 Union Councils, withk 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 village 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 experinentation with ward-based support is possible, it
would appear that ward level development prcgramming is inappropriate for
the SDF, (See Annex D).

T. District Council: Until quite recently, District Councils
played a major role in implementing community 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 the
Provincial and National Assemblies 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
appropriate point of SDF .dministrative concact for
programming at this level.

2. Union Councils: The Provincial Annual Development Plans
provide for very modest block allocations for Union
Councils for community 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,
determined by the Union Council. Modest technical
assistance, i1f required, is provided by the Departmental
engineers and sub-engineers. In almost all instances, the
sub-projects are modest, e.g. small gravity flow drinking
water supply schemes, hand pump schemes, rough roads,
smaller causeways. The Deputy or Assistant Commissioner or
Chairman, Union Council may be the appropriate point of SOF
adninistrative contact for programming at this level,
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3. Village Committees: 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-scale development activities. These organizations
may or 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 SDF or for financing through local

administration (Assistant Commissioner or Deputy
Commissioner).

The innumerable Yillage Committees, 4000+ Union Councils and 86 District
Councils provide both an opportunity and a challenge. The existence of a
highly developed administrative/elected 1ocal body structure provides
important access points for funding of grass-root initiatives. The
greatly varying levels of financial and implementation experience,
capacity and responsibility, however, require the greatest circumspection
in selection and monitoring of grants to such community-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 SDF assets, lest the NGO component unduly suffer. It may
be appropriate to start a grants program for community based
administrative units on a "pilot" basis to better assess effectiveness of

this gramt mechanism and to establish criteria to 1imit demand upon the
Fund.

111, 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
innovative and effective social programing including support of 1ocal
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 included a number of proposals in the budget to
promote equal progress of 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 Division in development
programme would be nearly doubled next year.

- We are fully aware that many of the problems of our temale
population cannot be resclved by government agencies, These
require voluntary efforts of non-govermmental 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 accommodation, setting up of
day care certres and availability of other facilities.

- This fund would be entrusted to a flon-governmental Commission.
Voluntary women's organizations and 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 Minister's Urdu Budget Speech (1985-86) Delivered 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 Assemblies 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 with widely
acknowledged but largely unaddressed official development concerns.

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

The SDF will address previo.sly neglected areas in the
USAID/Pakistan portfolio. Under the FY82-87 program, the $1.6 billion
aid package was divided among agriculture (48 percent), energy (27
percent), area development (8 percent) and social sectors (15 percent).
The package was almost entirely govermment-to-government, although some
modest steps were taken to involve organizations and {ndividuais outside
the Govermment. 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 Development Support Trainin? Project. Many other
interesting interventions involving NGOs or community-based organizations
had to be rejected simply because of the absence of a financin? 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. Relationship to.USAID Policy

1. Local Initiatives & Decentralised Development

As articulated in its policy papers, USAID has an
established commitment to decentralised social sector programing.
Supporting this commitment, SDF will achieve the following policy
objectives: :

-  SDF pro€1des independent avenues for supporting private devel opment
initiatives by assisting a wide range of public and private local

organizations (AID Policy Paper - Local Organizations in Devel opment).

- SDF 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 1ocal organizations
in achieving greater flexibility and providing more effective
services (AID Folicy 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's 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 SOF
Program. The Program does not exist without a GOP commitment to an
experiment in decentralized social sector funding and programing. GOP
acceptance of the SDF concept - a Fund outside the normal government
budgetary process and unencumbered by the customary ADP/PC-1/Ministerial
process would, in itself, constitute a clear policy dialogue success.

4.  Institution Building

Institution-building of a merit-based indigenous
grant-making capacity in Pakistan and among Pakistan NGOs and
community-based development organizations s a major investment of the
SOF Program. SDF seeks to develop institutions at two levels. Through
the creation and financing of a non-governmental, merit based

grant-making capacity, SDF 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 SOF mandate. Technical assistance and
training will support this initiative as appropriate, At a second level,
SDF seeks to strengthen Pakistani NGOs and communi ty-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
communi ty-based organizations. :

D. Other Donor Assistance to the Sector

Other donor support for NGO and communi ty-based development
activities (a) is modest in terms of funding; (b) emphasizes projects
rather than the strengthening 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 provides C$350,000 annually through its
Mission Administered Fund (MAF) to support short-temm seed projects,
particularly those related to NGOs, WID and communi ty development. This
money is administered outside the GOP's Annual Development Budget but
without a formal CIDA-GOP agreement: This money cannot be used for
follow-on activities. CIDA has established a Social Sector Fund called
the Small Projects Office (SPO). As presently conceived, this Fund wil)
use CIP generations cf approximately US$ 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). A1l 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 and the Pakistani Institute of Labor Education and
Research was given $70,000. GOP approval was required efther at the time
of the bilateral talks or as each intervention was fdenti fied.

3. ~UNICEF: UNICEF's annual program fs 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.
UNQEEF also provides some very modest direct assistance to NGOs in
Pakistan,
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4. ILO: ILO has had Timited participation in WID/NGO
activities in Pakistan. Their primary recent project has been a crafts
training project in Sind at a cost of US$10,000. There has been some
consideration of activities in management development or secretarial
training projects.

5. OTHERS: Other bilateral donors are minimally involved in
SDF-type activities. Some international PVOs have made attempts to
support and strengthen the Pakistan NGO sector. These efforts, however,
are for the most part too small and diffused to have signi ficant
long-term impact, Significantly, neither the major multilateral donors
(World Bank and Asian Development Bank), nor the major bilateral donors
(U.S. and Japan}! have a formal mechanism for providing systematic support
for NGO or communityv-based development ir Pakistan al though the Japanese
are exploring such an initiative now.

E.  Assessment of Host Country Capaci ty

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 ofiicials to serve on the Board nf
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, USAID/Islamabad'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 design, proposal preparation and
presentation, marketing, budgeting, project moni toring and project
implementation. USAID/Pakistan has recently undertaken a significant
evaluation of these capacities in the context of selecting Pakistani
firms to provide a wide range of services to the Mission under "1QC" -
like arrangements.

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

IV. PROGRAM DESCRIPTION

A. Program Goal and Purpose:

The goal of the SDF Program is to improve the quality of 1ife of
neglected segments of the Pakistani population. The primary purpcses are
to: (1) strengthen the contribution of NGOs and communi ty-based
administrative units to improving the status of women, and to community
participatory development in the social sector; (2) institutionalize an
indi genous neutral grant-making capacity in Pakistan; and (3) promote GOP
institutional reform through decentralizod programing for social sectors
which historically have had 1imited access to the benefits of GOP central
development financing.
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B. Achievements: */

Expected achievements under the SDF Program include:

1. Creation of one indigenous grant-making entity to support
social sector programming outside the GOP
budgetary/PC-1/Ministerial approval process,

2. Increased funding for social sector activities,

3. Increased GOP utilization of decentralized development
programing for the social sector,

4. Increased NGO and communi ty-based demand for continued
decentralized development programing,

5.  Strengthened and increased NGO and community-based activity
in the social sector. By way of illustration only, using a
7-year time frame:

- Six new professionally staffed,'deve1opment oriented
NGOs expected to be stimulated by the availability of
funds through the SDF.

6 NGOs x Rs 13,600,000 each LOP Rs 81,600,000 LOP

- Strengthening of 20-30 existing NGOs having moderately
stro?g volunteer/fund-raising capabilities (4-5 per
year).

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 - medium size NGO projects (15 per
year) :

105 Grants x Rs 450,000 each LOP Rs 47,300,000 LOP

- Small NGO grants program (e.g. conferences,
pudblications, one-time costs)

50 grants per year x Rs 125,000 each Rs 6,300,000 LOP
- Strengthening of 20 community administrative units to

carry out project proposal, implementation and
monitoring process (2-3 per year)

*/ Although SDF s conceived of as primarily a grants program, loans or
grant/loan mixes may be util{zed.
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20 units x Rs 1,800,000 each LOP Rs 36,000,000 LOP
- Grant project support to community administrative

units for small to medium activities (average 30 per
year)

210 grants x Rs 540,000 Rs 113,400,000 LOP

- Establishment and/or support of NGO/WID Research and
Resource Center and ongoing funding for research and

maintenance of library Rs 18,000,000 LOP
- Administrative Costs Rs 53,500,000 LOP
. Total 3

I't should be recognized that these figures are only illustrative. The
decisions will be made by the private company administering the Trust and
the grant activity oversight will be their responsibility.

C. Operation of the SOF Program

1.  Fund Activities

The Fund, through the private company, will provide grants
and technical assistance to NGOs and community-based administrative units
to (1) strengthen and professionalize the NGO and/or administrative unit,
and (2) support meritorious project proposals in the areas of WID and
community-based participatory development in the social sector. Projects
are to be demand-driven and, therefore, cannot be specified at this
time. The experience of other donors, confirmed in a 1986 USAID-funded
ICRW study of potential NGO/WID interventions, suggests a considerable
range of NGOs and projects which could become grant candidates. {Annexes
C-1 and C-2 1ist illustrative organizations and grant proposals which
typically might be considered for funding.)

q;.
Based on experience with disbursement demand and fund raising capacity,
the Fund may eventually consider converting all or part of the SDF to an

endowment or, alternatively, endow one or more NGOs to further the SDF
mandate.

2.  Structure and Administration of the Fund

a.  Rupee Funding

As presently conceived, the GOP will finance the Fund
with Rs. §0 million. An SDF account line item in this amount will be
established 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 SDF 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-lapseable
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 notadbles and three government
representatives. The Board will provide periodic policy direction to the
implementing private company, approve the selection criteria and process
of selection of grantees, approve periodic (e.g. annual) releases of
funds to the private company for grant making, approve all grants of the
implementing private company. hd

¢. Implementing Organization

As presently conceived, the Fund is to be

administered by a non-governmental 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 be
able to offer total compensation packages comparable to thz banking
sector, significantly greater than for government servants. Compensation
levels for company staff shall be subject to prior approval of the Board
of Directors and shall be established at reasonable levels.

111, Functions of the Private Company

The functions of the private company will fali
into the following basic categories:

(a) Development of selection criteria, selection
process and grant-making instruments for approval by Board of Directors.
USAID, npon request and subject to availability of funds, will assist 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, monitoring grantees and reporting to the Board of Directors.

(c) Technical Assistance: To include providing,
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 Rafsing and Publicity for SDF:

(e) Special Reports: To include providing,
directly or through subcontract, reports in response 10 requests of the

Board of Directors, e.g. sector assessments, activity areas, tracking of
number and gender of beneficiaries.
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d. Accountability

There are no sales or other activities which generate
local currency from the casn transfer activity. As presently conceived,
the GOP will agree to capitalize an SDF Fund with Rs. 520 million. An
SOF 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-lapseable 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
exclusively for SDF activities including costs of SOF administration.
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 grantee 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-1/ADP/Ministerial approval process, the GOP is foregoing
much of its traditional control of developinent activities.

The GOP and USAID will each establish 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 entire 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 Grantees

a. Eligibility of non-Pakistani PVOs

U.S. PV0s 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 U.S. PVO and its proposed
project will require approval by the Government of Pakistan. It is
expected that U.S. PVO projects that demonstrate a beneficial impact upon
Pakistan's NGO sector and NGO activities may be favorably considered.
Other foreign-based PYOs will not be eligible.
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b. Eligibility of Indigenous NGOs and communi ty-based
aaninistrative units:

The eligibility criteria for indigenous NGOs and
communi ty-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 company. 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 private 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 writing.

d. Selecticn Criteria:

The organization will develop selection criteria 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 ad+ress 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 agreements, AID/W indefini e
quantity contracts or through the company's ow solicitation procedures,
The private company may also require program management, financial
management, accounting, monitoring and marketing skills which will be
hired or subcontracted from within Pakistan. The skiils are generally
available within Pakistan but, if necessary, limited short-term technical
assistance and out of country training can be provided to supplement
indi genous capacity.
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Although it is impossible to determine in advance what additional
technical assistance requirement may be needed to strengthen NGOs anq
communi ty administrative units and to support specific grant activities,
it is expected that the company will provide technical assistance through
its own resources or by subcontract.

In 1imited 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 Support 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
adninistered as an activity of an existing office within
USAID/Islamabad. A local hire (possibly dependent employment or FSN)
will serve as the project manager with overall adwinistrative
responsibility. One FSN professional, preferably with relevant NGO
and/or local administrative 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 field-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 performance.

C. Environmental Guidelines

The SDF is entirely funded by the GOP and, therefore, the A.1.D.
environmental procedures are not applicable. In any case, the activities
are largely subject to the “Categorical 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 disadvantagezd and women
controlied by U.S. firms will not Yikely exist under the SDF Program. No
U.S. doliar funded technical assistance or commodity nrocurements 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 Tikely be appropriate for contracting with minority and women
controlled firms.,

E. Program issues presented in PARD and by AHPAC Review

1.  How can the Fund best address GOP
socio-religious-political-cutural sensitivities?

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, which
should afford ample opportunity to identify «nd address
sensitivities, Programming proposed by U.S. PV0s 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 opportunities for misuse of the Fund and pressures «
on the Fund be minimized?

It is recognized that the custom of “"safarish"
(influence-peddling) is potentially injuriocus to the need -
for SDF to be perceived and operated as a merit-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:

Oversight by governing Board of Directors composed of
highest level GOP and private sector notables. This
Board, it 1s believed, can be used to insulate the
organization from some 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,

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 available to develop the proposal writing and
presentation skills of grantees and pctential grantee to
improve their capacity to access funds from the SDF, GOP,
multilateral and bilateral donor agencies and private
institutional sources.

The Fund may also consider endowing selective NGOs if fund
experience so warrants and NGOs can be identified with
sufficient long-term capacities.

To a limited extent, support will be encouraged for NGO
activities which generate income to the NGO, e.g.
commissions on saies of products and services. The
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- A system of interna) 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.

What will 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 approvad as
one mechanism to encourage NGOs to develop a broader
patronage base. 1In 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 wil] 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 SDF, GOP,
multilateral and biiateral donor agencies and private
institutional sources.

-

The Fund may -also consider endowing selective NGOs if fund
experience so warrants and NGOs can be identified wi th
sufficient long-term capacities.

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.

How can we reduce the risk of creating AID dependent
organizations?

USAID will take steps to ensure that beneficiary NGOs will
be as independently viable as possibie and in any event,
will not be reliant upon USAID support for their survival.
It must be recognized that NGOs, to some extent, wil} i
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
SOF converting to an endowment in order that the SDF,
1tself, become a self-sustaining donor resource. If
appropriate, the SDF 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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What is the interest in and opportunities for activities
through community-based administrative units?

See discussion, Section II-F

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

See discussion, Section II-E.

What should be considered for the long-term to stimulate
oOther bilateral donors, multilateral donors and private
donor support to the SDF?

Discussions to date suggest only a mild interest from other
potential donors in providing financial support to SDF.
This is to be expected given the parochial interests of
many 1indigenous 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 satisfied
that the SDF is not totally United States interest
dominated. Reason for some optimism are that (a) many
donors lack impiementation capacity for a grants prooram
and the SDF implementation entity can provide this critical
service, (b) the SDF will be a GOP approved model/precedent
which others seek to utilize.

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

See Indicative Selection Criteria Annex F.

What is the absorptive capacity of the relevant social
sector (ANPAC cable para 4)?

See discussion, Section II B, E and F.

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 1V-B,

What arrangements have been made for accountability
including (a) degree to which local currencies are to be
tracked, (b) monitoring and accountability of the
Implementing Agency, (c) monitoring and accountability of
grants (ANPAC cable para 6)? _

See discussion, Sections 1V C2d and v-B.
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What are the selection criteria for grantees as related to
the capacity of recipient organization to carry out the
programing funded, fiscal responsibility and accountability
(ANPAC cable para 6)?

See Indicative Selection Criteria, Annex F

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

See Indicative Selection Criteria - Annex F

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

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

What arrangements will be made for U.S. PVO 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-1

President

National Economic Council

Approves Five-Year and Annual Development

Plans and Programs

ECNEC

Final Approval for All PC-Is
Over Rs. 30 Million

CDWP

Final Approval for Federal
PC-1s Under Rs. 30 Million

[ P & D Divicion

v

PDWP

Final Report for PC-1g

Minister Under Rs. 30 Million
Executing Ministries A

Final Approval of PC-| is

under Rs, 10 Million with

Concurrence of Minister P & D Deparcment
of Finance T

Secretary

: Executive Department
FEDERAL MINISTRIES Final Approval for PC-is
Under Ro., 10 Million
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ANNEX A-2

PROCESS OF APPROVING DEVELOPMENT BUDGET

NEC
Final Approval

A

June

Five~-Year Development Plans

Annual Development Plans
and Sector Plans

P & D Dvision

Calculates surplus for Development
foreign aid funds available, and
other revelews to set ADP Budget

Ceiling

i%iling

Annual Plan Coordination
Committee

May -~ Jiae

Estiméiig,/”’//;r | ‘k\\\\\\\\\\astimates

P & D Director

P & D Departments

Estil;tes Esti 'tes
| |
Ministries | Departments
Estinlactes Estimates
Sub~Units January Sub=-Units

FEDERAL MINISTRIES PROVINCES
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ANNEX B

RESEARCH REPORTS REGARDING WOMEN IN PAKISTAN ~1_/

Socio-Economic Characteristicsg of Women in Sind
Province.

The Performance of Female Teachers in Punjab.
Un-Organised Piece Work Labour Amongst Women - A Case
study in Lahore Neighbourhood.

Female Crime in Urban and Rura) Areas of Pakistan.
Training of Rural Women in Daudzai, District Peshawar.
An Investigation into the Patterns and Problems of
Improving Skills of Rural Women.

An Invastigation into the Problems of Reorganising
the Village School System.

Socio-Economic Status of Wamen Labour Force Working
in Industrial Homes.

Women in Islam,

Women in Industry.

Possibilities and Prospects of Agro-based Industries
for Rurai Women in NWFP,

Nutrition Status of Women and Children,

Women in Pakistan: A Statistical Profile.

Patterns of Female EBmployment in Mining and
Construction Industries.

Women in Agriculture Sector in Sind.

Male Migration, Absentee Fathership and Changing Role
of Women in Village Communities.

Access of Pakistani Women to their Legal Rights.
Directory of Social Scientists of Pakistan,
Participation of Women in Cottage and Small Scale
Industries in NWFP,

Participation of Women in Rural Economic Activities
in NWEP,

Training Programme of Dais in Pakistan.

Data Base on Women in Agriculture and Rural
Households.

Development Planning and Women,

Profile of Women Voluntary Organizations.

A Ditectory of Women Scientists of Pakistan.

A Guide to Careers for Women in Pakistan.

Expansion of Litetacy for Women (brochuce).
Development of Income~Generating Skills for Women
(brochure) .

Establishment of Model Villages (brochure),
Setting-up of Marketing cum Production Centres
(brochure).

1/ - Available at O/PRO, USAID/Islamabad,
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Employment of Retired Women leachers in women's
Programmes (brochure).

Voluntary Qorps to motivate and organise projects 1n
remote and less developed areas (brochure),

Women's Position in Pakistan: Socioculturai Zffecrs
of Islamization by Anita M. Weiss.

Analysis of Water Management Processes, Agricultuyrai
and Household Activities by Gender Roles in four
Villages, Punjab, Pakistan by Samina Khan and Carolyn
Ater - 1985,

Focusing on Women: A Review of the USAID/Pakistan
Portfolio by ICRW Consultants - March 1986.

Invisible Workers: Piecework labour Amongst Women in
Lahore by Farida Shaheed and Khawar Mumtaz.

The Marketing Approach: Planning Income and
Emp;oyment Generation for Rural Woman oy Susan Malick
- 1984,

Rights and Responsibilities of WOﬁ%n by Jamila
Siddiqui and Amatullanh Abdur Rahman.

The Changing Status of Women in Islamic Pakistan by
ey Helbock -~ 1975.

Women Workers in Rural Development by Zubeida M,
Ahmad and Martha F, Loutfi - 1981,

Draft Report - The Dai (Traditional Midwife) in Rural
Baluchistan: Tradition and Change by Pamela Hunte -
1984,

Self Bmployed Women's Association - Sewa Reception
Centre, Ahmedapad (India)

World Conference of the United Nations Jecade for
Women: 1975-85 (Nairobi-Kenya) Pakistan Country Paper
- 1985,

Draft Report on women's Income Generating Activities
in Ryral Baluchistan by Pamela A. Hunte and Farhat
Sultana - 1984.

Project Overview - Employment Opportuni-ies for Rural
Women Through Organization (Draft).

Nation Builders: Women in Pakistan by 2. Julia Paton
- 1986.

Analysis of Mass Media Appealing to Woren by Seema
Pervaiz, :

The National Conference of Muslim Women (Selected
Papers - Pact 1) - 1980. :
Development Planning and Women by M.L. Mreshi.
Improving Women's Lives: A Survey of Projects in
Punjab and Recommendations for USAID Involvement by
Suzanne Fisher Staples - 1986,
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56)
57)
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An Assessment of Proérams and Needs 1n the Field of
Wamen in Development, Especially in Regard *to

_Education and Training by Barpara D. Metcalf - 1983,

Report op Identification of Successful Projects for
Impcoving the Employment Conditions of Rural Wamen -
July 1983,

Papers on the National Conference of Non-Government
wamen's Organisations - 1982,

Women's Development Programmes in the Punjap - 1984,
Report of the Pakistan Commission on che Status of
Women,

Report on Women's Development Forum - 1984,

Report on the Role and Status of Women in Pakistan -

- 1975,

38)

59)

60)

61)
62)
63)

64)

65)

66)
67)
638)
69)
70)

71)
72)

Report on Islamaization and Social Policy in
Pakistan: The Constitutional Crisis and the Status of
Women by J. Henry Korson and Michelle Maskiell - 1985.
Report on Tradition and Modernity at the Workplaces:
A Field Study of Women in the Pharmaceutical Industry
of Lahote by Anita M. Weiss.

A Studv of Prostitutes in Pakistan by Dr. Sohail
Abbas, Seema Pervez, Tahira Shamim and Mohammad
Pervez (brochure).

Sex Role Images in the Text Books by Muhamnac Anwar
(brochure) .

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

Battered Housewives in Pakistan by Tanira Shamim,
Mohammad Pervez, Dr. Sohail Abbas and Seema Pervez
(brochure).

A Study of Abducted Women in Pakistan oy Dr. Sohail
Abbas, Mohammad Pervez, Tahira Shamim, Seema Pervez
(brochure) .

A Study of Destitute Women in Paxistan oy Seema
Pervez, Dr. Sohail Abbas, Mohammad Pervez and Tahira
Shamim (brochure).

Psychological Profile of Rural Women by Dr. Iftikhar
N. Hassan (brochure).

Studies on Rural Women in Punjab Sponsorad oy Women's
Division (brochure).

Role of Women: Economic and Social Requirements
(brochure;.

Studies on Rural Women in Sind Sponsorei by WOmen s
Division (brochure).

Report on Integration of Women in Development by
Shahida Sheikh - 1975.

Women's Division - Role and Functions (brochure).
National Conference on the Role of Women Councillors

for Effective Participation in local Government 1980
(brochure) .,
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Protective leyislarion for Factocy Wamen and Mine
Morkers in Pakistan - Wamen's Division (brochure).
74) Roles and Responsibilities of NQs in Urpan

- Development Programmes by Naheed Aziz, lanote - 3853,

73)



ANNEX _C-oi

INDICATIVE LIST OF CANDIDATE NGOS

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. Mumtaz Karamat, Mrs. Sufiya Kasuri

4. College of Home Economics
Lahore
Dr. Farhat Shah

5. Pakistan Women's Institute
Lahore
Mrs. Singha

6. Qul-e~-Rana
Karachi
Bequm Mehrou Habib

7. Applied Socio~-Economic Research
Lahore
Ms. Nighat Saeed

8. Orangl Pilot Project
Karachi
Or. Hamid Khan

9. Rural Develoupment Foundation
Islamabad
Dr. Sadigq Malik

10. Sindhi Women's Organization
Kargachi

Mrs. Rashida Hussein

11, Pakistan Federation of Business and Professional
- Women's Associations
Karachi, Lahote
Begum Salima Ahmed



12.

13,

14.

15'

16.

17.

18.

19.

20,

2.

22,

23,

Assoclation of Business, Professional and Agricultural w~anen
¥arachi, Peshawar, Quetta
Ms. Shamim Kazmi

All Pakistan Women's Association
* Karachi
Bequm Gul Minwala

Karachi Baldiya Project
Karachi
Ms. Qurrat-ul-Ain

'
Society In the Advancement of Higher Education
lahore
Dr. Hamid Qizilbash

Nirali Kitaben Adult Basic Education Society
Lahote
Ms. Najma Faruq:

Punjab Economic Reseach Institute
Lahore
Dr. Jamil Khan

Simong Women's Collective
Lahore
Ms. Neelam Shah

Shirkat-gan Women's Resource Center
Karachl, Llanore
Ms. Khawar Mumtaz, Ms. Farida Shaheed

Family Planning Association of Pakistan -
Lahore
Ms, Farida Sher, Ms. Humtaz Begum

Technical Services Association
Laho.e
Mr. Anthony Chaudhry

Anjuman~e-Khawateen
Lahore
Ms. Tabbasom

Pakistan Association of Women Entrepreneurs
Karachi, Islamapad
Begum Salma Ahmed



24,

25,

26.

27,

28.

— 3l -

Sind Rural Workers Cooperative
Karachi

Pakistan Girls Guide Association
lahore

Women's Sccial Organization of Multan
Miltan

Pakistan Federation of University wWamen
Islamabad

Chamber of Commerce

~ (eg, lahore, Rawalpindi, Karachi)

kAR



ANNIX C-2

[DENTISIED GRANT PRCPOSALS*®

Project Reguesting Cost
Description Organizartion
P ]
1. Katchi Abadi Research Urban NGO/Karachi Capital
& Training Institute to Investment
undertake research and $135,000
training in approaches to Recurring
iow cost housing and Cost (annual)
sanitation, formal and $ 29,000

non-formal education, and
cottage industries.

2. Bridge across stream at Village Comnittee us$ 12,000
village ‘

3. Extension of girls . Union Council -Us$ 21,000
primary school

4. News Bulletin and - Urban NGO us$ 15,000
dissemination of per year

information on women
under Muslim lLaw-

S. Income generation NQO ' Not
schemes in tailoring, availaole
food production, secre-
tarial skills etc.

* Prepared with assistance of Ms, Margaret Lycette, ICRW

Source of
Informacion

Proposal
submitted to
USAID '

Canadian Missi
Administered F
(MAF)

MAF

MAF

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



Project
Descrigtion

6.

10.

il

12,

13.

Mass media campaign to
relieve oppressive social
customs like dowry,
attitudes towards
remarriage of widows,
treatment of victims of

rape, etc.

“Craft training for

rural women

Upgrading Social Welfare
Institute to train social
welfare offices, community
development, ancillar’
workers, nanagers and
private voluntary
organization petsonnel,

Employment opoortunities
for rural women through
organizacion.

Development of women
entrepreneural training
with advisory service
to NQs for setting up
and organizing of

— L

Reggestlgg
Organlization

NGOs

Punjab Social

Welfare Department/
Punjap Champers of
Commerce/NGOs/ILO

and others

Provincial Ministry
of Social Welfare

Union Council

Women's Project Cell
Planning & Development
Department, Government

of Munjab

preduction oriented programs.

Multipurpose Centre HQ
for well-estanlisned NGO

Women's multi-purpose
complex to house skills

Estaplished NGO (APWA)

Urban NGO

training centers, exhipition

space, shops owned and
managed by women, and a
working women's hostel

Women's Investment and
Developme:ic Corporation
to financ2 viable projects
of women entrepreneurs

Urban NQO

&
n
[ g

Underermined
at £nis time

Us$ 160,000
for Phase I
(Stipends,
Training &
limited
comodities)

Estimated
us$ 175,000

Jndetermined
at this time

Sougce Jf
snformar:ion

Natlonda.
Zonfecence

of NHon- .
Sovernmental
Women's Zc3an-
1zation -
Pesnawar

1981

1oy

Bunjao Munistr
of Social
Welfare/

* Improving
Women's Lives*
Suzanne Fisner
Staples (1986)

ILO Mission
Report by
Maria Tesselaa

Us$ 90,000 Punjab Women's
Division
Jpto Proposal
$270,000 submitted
(ouilding to USAID
only?)
$294,000 Proposal
(2 years) submitted to
USAID
Capital Proposal
investment submitted to
Yr.1:$882,000 to USAID
Yr.2:$682,000
Yr,3:$1,764,000
Self-financing

thereafter




Pr0‘]ecr.

Description

14.

13,

-6,

17.

18,

19'

20.

22.

23

Income generation for
women in Sind - traininqg
in animal husbandry and
poultry raising, seri-
culture activities,
introduction of agro-
processing technologies
more efficient cookstoves,
hand pumps

Integrated Development
Activi:ies for women in
Rawalpindi Jistrict
including literacy,
training for

raising poulcry, dairy
goats, knitting, charpoys

Women's library and
resource center focused
on women's development
needs/participation.

Training for women in
entrepreneurial skills
and management.

Skills training center
for domestic and hotel
‘orkers

Introducti~n of new
training courses and

to facilities at Women's
Industrial Homes

Establishmant of crafts
emporium at Rawalpindi
and Multan

Establishment of Organ-
ization to market women's
Industrial Homes products

Comm +y development
prc .5 (100) at the
ma: .. level

N. esource and
tr aing center

- 37~

kequesting
Organization

NGO/Sind

District Council

Provincial Gov't.

Provincial Gov't.

Urban NGO

Provincial Gov't.

Women's Division
GOop
Provincial vov't,

Provincial Gov't.,

Large established
NGO

Cosr

$25-50,900

$16,500

$42,000

Capital

investment

$33,000
Recurring

Costs (annual)

$51,000
$117,997

$396,675
(15 homes)

$240,000

$ 65,000

$ 1.3 Million

$ 1 million

Source Ot
snformat.on

Proposal
Jave .'.Q_mj
oy fsr 1

Proposal
submitted to
UNICEF

Proposal
supmitted to
UNICEF

Proposal for
Provincial
Gov't, fundi

Proposal |
submitted t
USAID

Proposal |
submitted
GOP and

Proposal
submitted t

GOP and USA

Discussed
with USAID
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ANNEX - D

DISTRICT COUNCILS AND UNION COUNCILS IN PAKISTAN

S/No. Territory District Councils tnicn Coun
1. Punjab 29 367
2. Sind 13 569
3. N.W.F.P. 13 560 -
4. Baluchistan 17 315
5. Islamabad Capital territory - vl
6. Northern Areas 3 105
7. FATA ®7 -
8. Azad Kashmir 4 179
Total: 86 4106

*called Agency Councils



ANNEX E

[LLUSTRATIVE NGO STRENGTHENING COST ANALYSIS ¢

This illustrative analysis is based on the assumption that the typical NGO
candidate for strengthening has a well-established cadre of volunteer staff who will
continue their fund raising efforts for the NGO, Strengthening will be achievabple
primarily through funding key project development, monitoring and marketing staff
since most NGOs are hindered by an inability to prciuce fundable project proposals,
and/or lack of expertise in marketing products produced through training and income
gerieration projects. Another major limitation to be addressed is lack of office
facilities and transportation. CQurrently, most NGOs operate from headquarters donat
on a temporary basis or from volunteers' homes. While NGO staff may have
sensitivities and skills required for outreach to low-income and »ural groups, they
often cannot arrange for transport to the localities in wnich such groups are situat

Illustrative Punding Year 1

Project Development Officer = 10,000/yeac

Marketing Specialist/Financial Analyst = § 10,000

2 Marketing Assistants @ $ 6,000 = 12,000

Pund-raising Activities = i 6,000

3 Vehicles @ $ 5,000 a 15,000

Office Bquipment (typewriters, desks, etc). = i 3,000

Office Rental . s 2,000

Supplies = i 1,200

3 Drivers @ $ 1,000 ] 3,000
$.59,200

Annual funding years 2 + 3 = $ 59,200 less

15,000 vehicles
3,000 office equipment

$ 41,300
5182‘900 to § 200,000

Total 3 Years

* prepared by Margaret Lycette, ICRW
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ANNEX F

Indicative Selection Criteria - Support to Non-Goverrment Organizations
(NGOs ) *

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. Negative List

The GOP and USAID will develop a list of prohibited and
sensitive activities and topics to be used as guidance by company. Some
items may represent non-negotiable prohibitions, and others cautionary
areas to be referred to the board for decision., The company should not
hesitate to consult the board on any questions regarding the negative
Tist, AID should in any case refer all rejections of applications based
on the 1ist to the board for final decision.

b. Identity of Recipient

i. Pakistani NGOs

For purposes of the SDF, a Pakistani NGO is a private
indigenous organization having its legal status created under the laws of
Pakistan. Organizations created outside Pakistan but operating in
Pakistan are not considered Pakistani for purposes of the SDF. The
affiliates or subsidiaries of non-Pakistani organizations are similarly
not considered Pakistani for purposes of the SDF unless the affiliate or
subsidiary has been created under the laws of Pakistan. All
incorporated, registered or otherwise legally constituted Pakistani NGOs
are eligible. Should it be determined that unincorporated and
urregistered entities are also to be eligible, it is necessary that their
institutional identity be established through evidence of verifiable
activity as a cohesive development-oriented entity or, in the absence of
such history, documentation of systems in place for institutional
existence and accountability. 1In 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.

1. Non-Pakistani Pv0s

U.S. PV0s are eligibie to apply to the SDF provided that
the U.S. PY0 project has received the necessary GOP clearances for the
U.S. PYO to operate in Pakistan. It is expected that U.S. PV0 projects
that 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 SDF.

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




- Hr -

c. Activities within purposes of the SDF

To be favorably considered, recipient proposals must be within
the purposes of the SDF. The purposes of the SDF are to (a) strengthen
the programming and monitoring capabilities of NGOs; (b) strengthen the
programming and monitoring capabilities of community administrative
units; (c) support NGO projects specifically directed to women 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
s:ctor.sngo activities may be funded that are not within these purposes
of the .

d. Submission of grant proposals

Recipients are required to submit a grant proposal which
addresses, at a minimum, the following areas:

i. Identity of recipient. 1If the recipient is incorporated or
registered, copies of the documents of registration and/or incorporation
are to be attached.

ii. Relevant financial and development programming experience
ot recipient,

11i. 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
contribution, SDF contribution, contribution of others.

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

e. Recipient contribution

Recipient NGOs are expected to provide a minimum 25%
contribution to the grant activity, in rupees or in-kind, The recipient
contribution may include volunteer staff and labor, land and buildings,
equipment, office support etc, 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 reflect individual institutional
circumstances/capacities and activities. In exceptional circumstances,
the recipient contr’bution requirement may be waived in its entirety.



f. Recipient responsibility

SOF grants and/or loans may be made only to recipients that have
accounting systems, monitoring systems and reporting systems appropriate
to the grant/loan., These systems are, ideally, to be “in-place" prior to
SOF funding. If necessary and desireable, the privaie company may
provide direct technical assistance to potential grantees to develop
these systems or, alternatively, providg strengthening grants/loans
directed to these purposes.

g. Access to Alternative Sources of Funding

SDF seeks to give particular support to those NGOs and communityi
organizations having limited access to goverrmental resources generally
or having 1imited access to governmental resources for a specific WID or
communi ty 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 community receptivity, The
activities being financed fram SDF should be sensitive to Pakistan's
religious, cultural and political mileau and be confident of reasonable
community receptivity.

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

ii1. Replicability. The project shouid have potential for
replicability outside the immediate community.

iv. Sustainability. The project design should include
mechanisms to assure financial, economic and managerial sustainability,
if appropriate.

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

vi. Women beneficiaries. The WID orientation of SDF gives
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 1imited access to development
funding, Strengthening and specific project support proposals from the
lagging provinces and neglected areas (urban and rural) will be given
special consideration.
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Cable USAIUPAK REAUUUARTEHS UFrILE
ISLAMABAL !

January 21, 1986
Mr. M. Riyazul Haque, Joint 8ecretary
Beconomic Affaize Divieion
Kinistey of Pinance and Bconomic Affaics
Govecrnmsnt of Pakistan
Pagistan Sacretariat - Block °C®, Room 403

jajanabad

Subject: USAID Training Piograms: Restricted or Senaitive aubJQc:
Hattera, Areas or Pields !

Deas Ke. Hague

As you know, A.I.D, operates under a vacriety of regulations,
prohibitions, restrictions and statements of policy gyidance that qovetn
{in many cases not only A.I1.D. oparations but also those of all other
Govcrnment programs. HMost of these concerns are dealt with in the design '
of individual projects ant so they rarely become problems for day to day
project implementation. In the case of our Development Support and
Training project, however, we run the gamut of subject matters and topics
for training and the potential exists for cunning atoul of our
rostrictiona, Because of this, I thought it would be useful to state in
consolidated fashion, for the guilance both of ourselves in USAID as well
as the Government of Pakistan, the rastrictions that we face with
training.

i1 include here arcas in which USAID asasistance ie pronibited, anAd also
areas which for one reason or another touch on sensitivities and which,
therefore. muvt be treated carefully. I present this list in very brief
fors tor eass of reading. I would be happy, however, to provide furthe:
fnforoztion on 21y or all of these {tems:

Training, advice ot financial support:

1. Of any kind, to the military, or of any military benefit, character,
implications or nature: PROHIBITED, '

a. Cf any kind, to the police, prisons, or other law enforcing
agencies) and to any agancy or agencies such that it could bs uszed for
intecnal intelliigence or surveillance: PROHIBITRD.

L Yor or towards abottion as a method of tla(ly planning: PROHIAITRD,

4, Por or towards violation of human rights: PROHIBITED.
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Mc., M. Riyazul Haque, Joint BSecretary
Page 3

5, Por or towards weather modification: PROHIBITED.

8, Por orf towards anti-U.8, policy or policies:t PROHIAITERD.

7. Por or towards communisa or communist countties: PQOHIBITiD.

- Por luxury goode or sarvices and gzmbling facilities: PROHIBITED.
8. Por or towards CIA activities: PROHIBITED.

10, Por or towards religion and prosalytizing: PROHIBITED.

11, Por or towards bias, disccimination or prejudice of any kind against
bua&n beings: PROHIBITED.

12, vor or towards nationalizing the economy or any part or parts
therent: PROHI?ITED BY TNPERENCE.

13, Por or towards cospetition with U.S. enterpriseas by non-U.S.
Qrgenisations: SEASITIVE,

14, Pac nuclear enrichment or reprocessing technology: SENSITIVE,

19, Por or towards production of non-food crops of which thece ie2 a
sutplus: SENSITIVE.

16, Por or towards destruction of forests: SENSITIVR,

17, Por or towards production of agricultural crops gcown in the U.8.
and also grown for export in the beneficliary country: SENSITIVE,

If you wish, I would be happy to review with you the legal or policy
underpinnings of these restricted and sensitive areas, I would be
gratetul if you could arrange to have these arean incorporated into the
Governeent-s review and clearance process for participant trainees, in
order to help us avoid the unpleasant necessity of re;2cting proposed
participants for training in aceas which conflict with thelo prohibitions
or sensitivities.

With best personal regards,

n A. Gant, lef
uman Resources anq Training
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ANNEX H
PAGE 1
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GRECTIVELY VERIPIABLE JHRDICATORS

SEAG OF VERIPICATION

Trogran oc fector Goal: The Drosder
abiective to MCh 2ig Project
CoNt g itates :

PO swgEpOC: the 0ocial sectors and
improve the g.uality of life of
segiected sogmny of the population
and social sectots.

Rasgures of Goal Achievemsw:

- Incteapes in FOLI.

- Incrensed value placad on sali-
halp acitiatives.

-~ P foderal, provancial and
viliage lavel statistics.

- Bata gamerated by MO and
villagotased entities.

Aenmptions for achievisg gonl targets.

~ GOF will cantisue to place eapnas.s
on social ssctor developmnt .

-~ GOF estan).smes and contimes O
augpoct D asvolvanant in develop-
ESMC BCTAVIIAGS.

a-1 A-2 - a3 a4
Troject Rrpose: Conditions that wviil indicate Remmpticne for achieving purpose:
- 0p and decantraliped FXOQ aklNg

- T0 spport snd cpand the rale
and activicies of WD and
decsatzalised dovelopment
grogramming in asglocted gocial
SECLOLS.

- T improve the talance of
poymants gitaiticn aad pramote
economC stability 10 Fekiotan.

t 2

purpoae has bsan achieved.

Rt of PYojict Seatus.

- Incresded lewu) of GOP interest
in continuing decantraliesd
programming efforts.

- Increased mumber of NGOs.

- Increanrad imatitutional strength
of MGO» to b self-sustaining
and t0 dovelap and 1mplameek
HID and cowrunity level
dave jopmenmt progeams. 3

- Increcosed numwr and Quality
of sclf-help activities in
Pakiston.

»2

- Kolicy pronouncessent, plaoning
and progEaning doCERIK 8.

- MU0 sactor survey.

- Opntractof tepouts and external
ownluation and sudits of Mis.

- Bwalustion of M0 programs.

8]

sodes can effectively asgwe
asglectad social seTrors.

= folitics) meutral NGD activitias can
b identified for fumding.

- QD lebderstup will ee forthooming
and can be peoflessiamalainsd.

-Sh—
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GRECTIVELY VERIFIARE INDICATERS

HIME OF WRRIPICATEON

Tacput :

- lacxessad GO rypes funding and
cantannt to provisusly seglected
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