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I. INTRODUCTION AND SUMMARY 

A .  Program H i s t o r y  

I n  September 1988, USAID approved the p r o j e c t  paper f o r  a S 5 0 ' m i l l i o n  
Housing Guaranty (HG) program t h a t  provided f o r  the  r e f i n a n c i n g  o f  
long-term lams f o r  low-income housing i n  I n d i a .  For t h i s  purpose, 
i t  author ized $25 mi 1 1  i o n  i n  loan funds, t o  be prov ided through the 
Nat iona l  Housing Bank (NHB) o f  I n d i a .  NHB had been es tab l i shed  under 
the  Nat iona l  Housing Bank Act  o f  1987 and had commenced opera t ions  i n  
J u l y  1988. NHB has func t ioned as an apex housing f i nance  i n s t i t u t i o n  
and i s  who l ly  owned by the  Reserve Bank o f  I n d i a  (RBI).  

NH8 c a r r i e s  ou t  a number o f  key func t i ons  i n  connect ion w i t h  the  
f l e d g l i n g  housing f inance system i n  I n d i a .  I t  ac ts  as the  key 
r e g u l a t o r y  and superv isory  agency o f  Housing Finance Companies 
(HFCs). A t  the  same t ime, i t  i s  respons ib le  fo r  f o s t e r i n g  the 
c r e a t i o n  and growth o f  HFCs, so as t o  expand the avai lab1 1 i t y  of 
housing f inance i n  I n d i a .  Cons is ten t  w i t h  i t s  promot ional  f unc t i on ,  
NHB re f inances housing loans made by approved f i n a n c i a l  i n s t i t u t i o n s  
such as commercial banks and HFCs. Support of NHB's core  funct ions 
o f  regu la t i on ,  superv is ion ,  and promotion o f  HFCs i s  c e n t r a l  t o  the  
USAID Housing FI nance System Program (HG-003). I n  addi t i o n ,  another 
major  component o f  HG-003 has been t o  p rov ide  a d d i t i o n a l  resources 
f o r  NHB t o  re f i nance  loans made t o  below-median income households, i n 
an e f f o r t  t o  expand the  supply o f  formal housing f inance avai  l a b l e  t o  
t h i s  group. 

I n  A p r i l  1991, USAID and NHB signed the  HG Loan and Guaranty 
Agreements fo r  an au tho r i zed  $25 mi 1 l i o n  i n  loan funds, and NHB drew 
down and disbursed the  e n t i r e  amount o f  the  loan. An i n t e r i m  
eva lua t i on  o f  t he  program was conducted i n  June 1991 and concluded 
t h a t  program progress w i t h  regard  t o  t he  s ta ted  o b j e c t i v e s ,  as we1 1 
as the  needs o f  the  HFCs f o r  f i n a n c i a l  resources t o  s u s t a i n  t h e i r  
growth, supported a u t h o r i z a t i o n  and disbursement o f  an add1 t i o n a l  $ 2 5  
m i  1 1  i o n .  By June 1991, USAID had author ized another $25 m i  11 i o n  o f  
HG-003 loan funds. This document assumes t h a t  t h i s  second t ranche 
w i l l  be d isbursed by  mid-1992. 

This P r o j e c t  Paper (PP) Supplement provides suppor t  f o r  recommending 
an expansion o f  t h e  HG-003 program, through the  a u t h o r i z a t i o n  of $50 
m i  1 l i o n  o f  a d d i t i o n a l  HG fund ing .  The expansion program (HG-003A) 
w i  11 b u i l d  upon t h e  gains t h a t  have a l ready been r e a l i z e d  d u r i n g  the  
first th ree  years o f  t he  HG-003 program and those t h a t  a re  expected 
t o  occur d u r i n g  the  coming year .  The program expansion i s  being 
i n i t i a t e d  a t  a t ime o f  p o t e n t i a l l y  g rea t  change i n  t h e  I n d i a n  
f i n a n c i a l  system and economy. HG-003A thus ensures c o n t i n u i t y  i n  
A.I .D. I s  involvement d u r i n g  a c r i t i c a l  pe r i od  i n  I n d i a ' s  tra:.si t ion 
t o  a market-or iented,  f i  nanci a1 ly-sound housing f i nance  system. The 
program expansion i s  expected t o  be c a r r i e d  o u t  over  f i v e  f i s c a l  
years ,  from mid 1992 through September 1996. 



Thi s PP Supplement a ?  so supports a recommendation f o r  a u t h o r i z a t i o n  
o f  a new Development Assistance ( D A )  gran t  o f  $ 4 . 3  m i l l i o n ,  which i s  
expected t o  be expended over f i v e  f i s c a l  years,  between mid-1992 and 
September 1996. The DA gran t  cons i s t s  o f  an agenda o f  training, 
techn ica l  ass is tance and app l i ed  research s tud ies ,  and the management 
support serv ices  f o r  implementat ion o f  t he  same. 

I n fo rma t ion  i n  t h i s  document i s  supplemental t o  the  HG-003 P r o j e c t  
Paper. The ma te r i a l  i s  based on the  June 1991 i n t e r i m  e v a l u a t i o n  
r e p o r t ,  o t h e r  consu l tan t  r e p o r t s ,  m a t e r i a l  obta ined from NHB, and 
i n t e r v i e w s  w i t h  NHB, HDFC, and exper ts  i n  housing f inance,  low-income 
housing supply, and low- i  ncome-ori ented f i  nanci a1 1 ntermedi a r i  es . 

0. Problems t o  be Adllressed 

The f i r s t  two years o f  the  HG-003 program have witnessed s i g n i f i c a n t  
progress i n  t he  r e g u l a t o r y  and l e g a l  environment i n  I n d i a  a f f e c t i n g  
housing f inance.  The growth o f  t he  housing f inance sec tor  has been 
extremely r a p i d .  Nevertheless,  impor tan t  areas w i  11 need t o  be 
addressed i n  o rde r  t o  achieve the  goals o f  the  program. 

The HG-003 I n t e r i m  Eva luat ion  ( I E )  noted t h a t  NHB has a c t j v e l y  
promoted expansion o f  t h e  housing f i nance  system, has mob 1 i z e d  
resources f o r  t he  sec tor  and has es tab l i shed  the  r e g u l a t o r y  framework 
f o r  t h e  systems opera t ions .  However, t he  I E  i d e n t i f i e d  severa l  areas 
t h a t  war rant  immediate and concerted a t t e n t i o n ,  i n c l u d i n g  t h e  need t o  
s t rengthen NHB's superv is ion  o f  HFCs. 

These recommendations w i  11 be r e f 1  ected i n  ap updated Master Program 
Implementat ion Plan (MPIP) which w i  11 e s t a b l i s h  cond i t i ons  f o r  t he  
disbursement o f  t he  second $25 mi 11 i o n  t ranche o f  t he  HG-003 program. 
The HG-003A program expansion w i  11 p r o v i  de sus ta i  ned support  i n  these 
key areas,  as we1 1 as i n  a d d i t i o n a l  p o l i c y  areas. 

The I E  a l s o  est imated t h a t ,  t o  da te ,  approximately 20 percent  o f  t he  
rupee volume o f  NHB-refinanced loans (equ i va len t  t o  more than US $50 
m i  1 l i o n )  has comprised loans t o  households below the  urban median 
income. An emphasi s  o f  t he  HG-003A program expansion w i  11 be t o  
increase t h e  supply o f  formal-sector  housing f inance t o  households 
w i t h  incomes below the  median, i n c l u d i n g  i n fo rma l  sec to r  workers. 

C. New P r o j e c t  D e s c r i p t i o n  (NPD) Review 

A number o f  issues were i d e n t i f i e d  by the  APRE review o f  t he  NPD f o r  
HG 003A. These have besn f u l  l y  examined w i t h i n  the  I E  o r  w i t h i n  t h i s  
P r o j e c t  Paper (PP) suppl ement . 



The r a t i o n a l e  f o r  the  program expansion and the  DA g ran t  program i s  
discussed below. I t  notes t h a t  the key func t i on  o f  the HG program i s  
t o  f os te r  po l  i c y  d ia logue and po l  i c y  change on re ' la ted  Issues and 
t h a t  the HG funds w i  1 1  p rov ide  a s tab le  source o f  funds dur ing  a 
c r i t i c a l  p e r i o d  i n  t he  h i s t o r y  o f  t he  housing f inance system i n  
I n d i a .  Tt,e DA-funded techn ica l  ass is tance (TA) and t r a i n i n g  g r e a t l y  
enhance the  e f fec t i veness  o f  the  HG program by p r o v i d i n g  the means t o  
st rengthen d iscuss ions  on po l  i c y  Issues. S p e c i f i c  TA and t r a i n i n g  
p lans f o r  the  DA component and an i 1 l u s t r a t i v e  budget a re  conta ined 
i n  t h i s  PP Supplement. 

The Miss ion  and RHUDO recommend approval o f  $50 m i l l i o n  i n  a d d i t i o n a l  
HG resources t o  support  t he  I n d i a  Housing Finance System Program 
Expansion (HG-003A). Disbursement o f  resources w i  11 be cont ingent  
upon s a t i s f a c t o r y  progress on pol  i c y  issues which are  descr ibed 
he re in  and which w i l l  be descr ibed i n  the  rev i sed  Program 
Implementat ion Agreement. 'Par t  o f  t he  focus o f  t he  program expansion 
i s  t o  increase access t o  formal-sector housing f inance by low-income 
households. As p a r t  o f  t h i s  e f f o r t ,  a p o r t i o n  o f  HG funds w i l l  be 
se t  as ide  t o  re f i nance  housing loans made t o  low-income households 
through a model housing loan program t h a t  I s  designed t o  more 
e f f e c t i v e l y  reach low-income households. 

The M lss ion  and RHUDO a l s o  recommend a p p r ~ ~ a l  o f  a new $4.3 m i  l . l ion  
DA g ran t ,  which w i l l  fund a ser ies  o f  TA and t r a i n i n g  a c t i v i t i e s  
which support  t h e  o b j e c t i v e s  de f i ned  i n  t he  proposed P o l i c y  Ma t r i x  
(Annex 8 )  i n d  p rov ide  management ass is tance fo r  t he  program. 

11. OVERVIEW OF THE HOUSING FINANCE SYSTEM PROGRAM (386-HE0031 

A.  Program Coal and Purpose 

The Housing Finance System Program (386-HG-003) was designed t o  
support  t he  development o f  a f i n a n c i a l  l y  sound, market-or iented 
housing f i nance  system t h a t  serves a wide range of households. The 
o r i g i  na l  program goal  and purpose remain unchanged. 

The program s t r a t e g y  i s  t o  a s s i s t  t h e  NHB i n  developing the  p o l i c y  
framework f o r  a market-or iented housing f inance system and by t h a t  
he lp  reduce the  f i n a n c i a l  resource c o n s t r a i n t  on the  growth of HFCs. 
The HG-003 program expansion cont inues these goals,  w i t h  a view 
toward s u s t a i n i n g  the.expansion o f  t h e  p r i v a t e  housing f inance system 
and i n t e n s i f y i n g  the  focus on loans f o r  low-income households. 



B. Re la t i onsh ip  t o  GO1 P o l i c i e s  

The HG-003 program and i t s  expansion are cons i s ten t  w i t h  the 
Government o f  I n d i a ' s  (GO11 t w i n  goals o f  economic growth and soc ia l  
e q u i t y ,  e s p e c i a l l y  w i t h  the expansion 's added emphasis on i nc reas ing  
access t o  formal housing f inance by low-i ncome and i n fo rma l - sec to r  
households. The HG-003A o b j e c t i v e s  w i l l  be g r e a t l y  f u r the red  by the 
recent  GO1 e f f o r t s  t o  r e o r i e n t  economic p o l i c i e s  such as: de l  i censi ng 
a1 1 bu t  e ighteen i n d u s t r i e s ,  opening up n ine  more areas f o r  p r i v a t e  
competi t i o n ,  1 i bera l  i z i n g  f o r e i g n  investments (up t o  51 percent  
f o re ign  e q u i t y  a1 lowed f o r  34 i n d u s t r i e s ) ,  de-cont ro l1  l u g  h i r i n g  o f  
f o re ign  techn ic ians ,  and s u b s t a n t i a l  r e l a x a t i o n  i n  monetary and 
f i n a n c i a i  contro ls . .  The RBI has g iven f l e x l b i  1  i t y  t o  ba.nks t o  r a i s e  
lend ing  ra tes  beyond the  f l o o r  r a t e  o f  1 1  percent  dependlng on 
ana lys i s  o f  r i s k .  S i m i l a r  announcements a re  i n  t he  o f f i n g  f o r  term 
lend ing  i n s t i t u t i o n s .  The R B I  has re laxed i t s  g u i d e l i n e s  t o  f inance 
companies and l eas ing  un i  t s .  This r e o r i e n t e d  po l  i c y  environment i s  
l i k e l y  t o  induce more compet i t ion  i n  t he  f i n a n c i a l  sec to r  i n c l u d i n g  
housing f inance,  thus making the  sec tor  expand more e f f e c t i v e l y  t o  
i nc lude  a  wide v a r i e t y  o f  households i n c l u d i n g  low income group and 
in formal -sec tor  ones. 

I n  o rde r  t o  promote e q u i t y  w i t h  economic growth, t h e  1991-92 GO1 
Budget incorpora tes  resource m o b i l i z a t i o n  schemes f a r  t he  poor.  
These i nc lude :  a) a s a f e t y  n e t  program which i s  proposed t o  be 
s t a r t e d  w i t h  GO1 funding i n  o rde r  t o  p rov ide  a  s o c i a l  s a f e t y  n e t  t o  
workers from the  adverse consequences o f  t h e  economic t rans format ion ;  
and b)  40 percent  o f  t he  unrevealed/untaxed income depos i ted  w i t h  the 
Nat iona l  Housing Bank which w i l l  be u t i  l i z e d  f o r  f i n a n c i n g  low cos t  
housing f o r  t he  poor ,  and the  remaining 60 percent  which can be 
w i  thdrarfn by the  depos i to r  w i  t hou t  any ques t i on  asked. 

World Bank's 1Y91 Annual Economic Memorandum prov ided speci f i  c  
recommendations on I n d i a ' s  f u t u r e  f i n a n c i a l  sec to r  reforms. These 
i nc luded  the  need t o  i n t r o d u c e  more compe t i t i on  i n t o  the  banking 
system and capi  t a l  markets; 1 i bera l  i ze i n t e r e s t  r a t e  c o n t r o l s ;  
s t rengthen f i n a n c i a l  i n s t i t u t i o n s '  c a p i t a l  s t r u c t u r e ;  and phase o u t  
d i r e c t e d  c r e d i t  t a r g e t s  and i n t e r e s t  subs id ies  i n  t he  system. The 
expanded po l  i c y  agenda o f  003A w i  11 support  these recommendations. 
I nc reas ing  t h e  number o f  market o r i e n t e d  1 enders, p r o v i d i n g  
addl  t i o n a l  t r a i  n i  ng, and developing a  t rade  a s s o c i a t i o n  w i  11 
i n t roduce  more competi t i o n  i n  t he  banking system. F u l f i l l i n g  some of 
t h e  key precond i t i ons  t o  t he  development o f  t h e  secondary mortgage 
market w i l l  i n t r o d u c e  more compe t i t i on  i n t o  cap1 t a l  markets. NHB 
reques t i ng  RBI t o  a l l o w  HFCs t o  se t  i n t e r e s t  r a t e s  and terms on 
depos i t s  and i n t e r e s t  r a t e s  on loans w i  1 1  l i b e r a l i z e  i n t e r e s t  r a t e  
c o n t r o l  s. I nc reas ing  NHB' s  and HFCs ' share o f  resources o b t a i  ned 
from domestic compe t i t i ve  markots w i  11 h e l p  t o  phase o u t  i n t e r e s t  
subs id ies .  



C. Re la t i onsh ip  t o  t he  Mlss ion  S t ra tegy  

1 .  Re la t i onsh ip  w i t h  the  CDSS 

The M iss ion ' s  s t ra tegy  aims a t  suppor t ing  an e v o l u t i o n  i n  I n d i a  t o  
middl e-income s ta tus  by addressing c r l  t i c a l  cons t ra in t s  t o  increased 
growth and p r o d u c t i v l  t y ,  whi 1 e  ensur ing complementary, we1 1 t a rge ted  
ac t i ons  t o  he lp  a1 l e v i a t e  pover ty  among I n d i a ' s  most vu lne rab le  
groups. The program expanslon supports e f f o r t s  t o  address one o f  the 
most c r i t i c a l  cons t ra in t s  on urban economic development, d i s t o r t e d  
f i n a n c i a l  markets. Housing f i nance  i s  a  v i s i b l e  p a r t  o f  I n d i a ' s  
o v e r a l l  f i n a n c i a l  sec tor  dnd p lays  an impor tan t  r o l e  i n  s e t t i n g  the 
stage f o r  market-or iented po l  i c i  es . The program expansion w i  1 1  bu i  1 d  
on A . I . D t s  e x c e l l e n t  t r a c k  record  i n  p o l i c y  change i n  t h i s  sec to r .  

The M iss ion ' s  Program Performance In fo rma t ion  System (PPIS) inc ludes 
housing as one o f  i t s  major components. This i n d i c a t e s  the  p r i o r i t y  
g iven t o  t h e  HG-003 Program w i t h i n  the  M iss ion ' s  p o r t f o l i o .  
Appl i c a t i o n  o f  these i n d i c a t o x  have prov ided dramat ic  evidence o f  
the  performance o f  I n d i a ' s  h o ~ s i  ng fi nance systom. 

One o f  t h e  p r i n c i p l e  outcomes o f  t he  program expansion w i  11 be t o  
improve t h e  environment and h e a l t h  i n  urban areas. This proposal i s  
suppor t ive  o f  the  M iss ion ' s  Hea l th  Sector  Goal, " t o  enhance I n d i a ' s  
capac i t y  t o  improve pub1 i c  heai t h  through increased system 
e f f i c i e n c i e s  . "  
  he M i s s i o n ' s  s t r a t e g y  aims t o  support  we1 1 t a rge ted  a c t i o n s  t o  
a l l e v i a t e  pover ty .  The HG program necessa r i l y  bene f i t s  poorer  
households by v i r t u e  o f  i t s  be ing  ta rge ted  t o  below-medi an income 
fami 1  i e s .  The increased avai  l a b i  1 i t y  o f  housing f inance w i  11  he lp  t o  
a1 l e v i a t e  pove r t y  cond i t i ons  by suppor t ing  improvements t o  1 i v i n g  
cond i t i ons  f o r  low-income households. The program w i  11 exp lo re  
outreach mechanism whereby HFCs work w i t h  o rgan iza t i ons  which are  
more d i r e c t l y  i nvo l ved  w i t h  poor communities t o  expand t h e i r  serv ices  
i n  those communities. F i n a l l y ,  increased f i n a n c i n g  f o r  housing w i  11 
improve access t o  j o b  o p p o r t u n i t i e s  f o r  low-income sorkers  i n  t he  
f i e l d  o f  b u i l d i n g  t rades and supp l ies .  

2. Re la t i onsh ip  t o  t he  Urban S t ra tegy  

The USAIWInd ia  Urban S t ra tegy  Statement i d e n t i f i e s  support  f o r  the  
development of a  housing f inance system as i n t e g r a l  t o  cont inued 
economic development i n  I n d i a .  I n d i a ' s  urban popu la t i on  i s  expected 
to  double over  the  nex t  twenty years.  Unless j ob  format ions can keep 
pace w i t h  popu la t i on  growth, household incomes w i  11 decl  i n e .  

The program expansion i s  designed t o  s t i m u l a t e  housing supply as an 
impor tan t  economic development t o o l  . Increased avai  l a b i  1  i t y  o f  
housing f i nance  w i  11 s t i m u l a t e  housing cons t ruc t i on  r e l a t e d  jobs .  I n  
a d d i t i o n ,  t h e  forward and backward l inkages w i t h  j o b  fo rma t ion  i n  
o t h e r  domestic consumption markets can be s u b s t a n t i a l .  I t  i s  
est imated t h a t  an investment i n  housing has an o v e r a l l  economic 
mu1 t i p l i e r  e f f e c t  o f  f rom 3 t o  7 t imes the  o r i g i n a l  investment .  



0. Accompl i shments o f  HG-003 

' Accomplishments o f  HG-803 t o  Date 

Since the a u t h o r i z a t i o n  o f  HG-003 i n  September 1988, the  main change 
i n  the  r e g u l a t o r y  and superv isory  environment t h a t  has d i r e c t l y  
a f f e c t e d  housing f inance has been the  es tab l  i shment o f  NHB and i t s  
assumption o f  many o f  the r e g u l a t o r y  and superv isory  func t i ons  o f  the  
Reserve Bank o f  I n d i a  t h a t  p e r t a i n  t o  housing f inance i n s t i t u t i o n s .  
HFCs can now deal w i t h  an i n s t i t u t i o n  t h a t  i s  spec1 f i c a l  l y  dedicated 
t o  housing f inance.  

The recent  I n t e r i m  Eva luat ion  (IE) o f  HG-003 noted th ree  major 
program accomplishments: 

1 .  The NHB was commended f o r  i t s  ve ry  a c t i v e  promotion o f  new 
HFCs . 

The growth o f  HFCs has been exp los ive .  Approximately 300 HFCs are 
now reg1 s tered.  The number was 30 i n  1988. NHB has reviewed and 
c l a s s i f i e d  31 o f  these companies and has recognized 16 as e l i g i b l e  
f o r  loan r e f i n a n c i n g .  The number o f  loans sanctioned by HFCs has 
grown by 50 percent  per  year .  The number o f  branch o f f i c e s  o f  t he  16 
recognized HFCs has grown from 51 t o  136 i n  j u s t  two years.  

2. The HFCs have performed we1 1 i n  terms o f  r i s k  fianagement, 
r a i s i n g  funds, and p r o f i  tab1 11 ty.  

The newly formed HFCs have demonstrated good management p r a c t i c e s  
which have r e s u l t e d  i n  good repayment and low c r e d i t  r i s k ,  reasonable 
exposure on i n t e r e s t  r a t e  r i s k ,  and a good debt  t o  e q u i t y  r a t i o .  
These companies have r a i  sed cons iderab le  1 evel  s o f  resources, main 1 y 

t i e s ) .  and f rom through domestic term loans (a lmost  h a l f  o f  l i a b i l l  
depos i ts  (one-quarter  o f  1 i a b i  1 i t!es) .  F i n a l l y ,  as 
have surpassed the  minimum acceptable 1 evel of p ro f  
g i ven  an i n f l a t i o n  r a t e  o f  12%). 

3. One q u a r t e r  o f  t he  borrowers have been below 

a group, t h e  HFCs 
t a b i  1 1 t y  ( 15-20% 

the  median income. 

The HFCs have increased t h e i r  l end ing  t o  below median income fami 1 i e s  
faster than t o t a l  l end ing  has grown. Th is  has occurred i n  p a r t  
because o f  the  growth o f  branch o f f i c e s  i n  smal le r  c i t i e s .  The i E  
estimates t h a t  t he re  w i l l  be s u b s t a n t i a l  demand f o r  HFC lend ing  t o  
thl  s Income group, about $75 mi 11 i o n  i n  t h e  nex t  few years.  



Expected A d d i t l o n a l  Achievements o f  HE003 

The I €  a1 so made recommendations regard l  ng NHB' s a c t i v i  t i e s  i n  the 
near term, p r i n c i p a l  1y the  s t r e n g t h e ~ i n g  o f  NHB's superv isory  
f u n c t i o n .  These recommendations w i l l  be r e f l e c t e d  i n  an updated 
Master Program Implementat ion Plan ( M P I P )  which w i l l  e s t a b l i s h  
c e r t a i n  cond i t i ons  f o r  the  disbursement o f  the second $25 m i  1 1  i o n  
t ranche o f  the HG-003 program. These i nc lude :  

- NHB w i l l  e s t a b l i s h  a management i n fo rma t ion  system ( M I S )  t h a t  
a l lows f o r  superv isory  r e p o r t i n g ,  e f f e c t i v e  HFC management 
ana l ys i s ,  and mon i to r i ng  o f  HG-refi nanced loans; 

- NHB w i l l  develop a s t r a t e g i c  p lan  f c r  ' i t s  own funds m o b i l i z a t i o n ;  
and 

- NHB w i  1 1  make q u a r t e r l y  contac ts  w i t h  a1 1 recognized HFCs and 
e s t a b l i s h  a schedule f o r  rev iew o f  them. The disbursement o f  the 
second loan t ranche i s  expected t o  take p lace  by mid-1992, 

E. Surrmary o f  t h e  Expanded Program and P o l i c y  Ob jec t i ves  

The goals,  purposes, and o b j e c t i v e s  o f  the  HG-003 program remain the  
same i n  t he  HG-OO3A expansion. The expansion program bu i  l d s  upon the  
gains o f  the  HG-003 program i n  the  areas of resource m o b i l i z a t i o n  f o r  
housing f inance, t h e  establ ishment of a f i n a n c i a l l y  sound system O F  
market-or i  ented HFCs , and 1 ending t o  low income fami 1 i e s .  

A $50 m i  11 i o n  HG loan  and a $4.3  m i  11 i o n  g r a n t  a r e  envis ioned over a 
f i ve-year  p e r i o d  beg inn ing  mid-1992 and completed by the  end o f  
f i s c a l  year  1996. Out of the  HG loan, four  loaa tranches of $12.5 
m i l  l i o n  each a re  proposed t o  be d isbursed i n  1993, 1994, 1995 and 
1996. These disbursements w i l l  be cont ingent  upon the  progress 
achieved i n  the  p o l i c y  o b j e c t i v e s  o u t l i n e d  i n  t h e  amended Program 
Imp1 ementat ion Agreement. The host  count ry  matching c o n t r i b u t i o n  t o  
t h e  $50 m i l l i o n  HG loan  w i l l  c o n s i s t  o f  $35 m i l l i o n  t o  be mobi l i zed 
by the  NHB and $15 m i l l i o n  as downpayments from i n d i v i d u a l  households 
t h a t  borrow f tom HFCs . 
The DA g ran t ,  which wi 11 a1 so con ta in  funds f o r  program management 
support,  w i  11 be expended f rom mid-1 992 through mid-1 996. A 
commitment from NHB o f  an a d d i t i o n a l  $1.5 m i l l i o n  w i l l  c o n s i s t  o f  a 
combinat ion o f  i n - k i n d  c o n t r i b u t i o n s  and f i n a n c i a l  ass i  stance. 

Accord ing ly ,  t he  e n t i r e  program descr ibed below w i l l  have a f i ve-year  
budget of approx imate ly  $105.8 m i l l i o n ,  i n c l u d i n g  HG, DA and 
coun te rpa r t  funds. 



Pol i cy  O b j e c t i  ves o f  t he  Expanded Program 

The po l  i c y  agenda of HG-003A 5 s organized around th ree  s t r a t e g i c  
o b j x t i  ves: t o  increase domes t i  c,  p r l  vate-sector  sources o f  funds f o r  
housing f inance;  t o  expand market-or i  ented housing f inance i n s t i  t u t i o n s ;  
dnd t o  expand the supply o f  housing f inance t o  low income fami l i e s .  
Annex ' 0 '  presents these o b j e c t i v e s  i n  a p o l i c y  ma t r i x  which o u t l i n e  the 
benchmarks f o r  r e v i  ewi ng the  progress made towards po l  i cy o b j e c t 1  ves 
us ing  proposed HG funds and the DA g ran t  funds. 

F. Expected Add1 t f o n a l  Achi ovements 04  t h e  Expanded Program (HG-003A) 

1 . Increased. Resources f o r  t he  Housing Sector 

This w i l l  be accomplished by: 

a. HFCs inc reas ing  household savings as share o f  t o t a l  
resources; and 

b. The share o f  NHB and HFCs r ~ s c b r c e s  de r i ved  f rom 
market-or iented sources be ing  increased as a share o f  
t o t a l  resources. 

2 .  Expansion o f  Market-Ori ented Housing Finance I n s t i  t u t i o n s  

Th is  w i  11 be accompl i shed by: 

a. I nc reas ing  the  number o f  recognized WFCs; 

b.  T r a i n i n g  be ing  made a v a i l a b l e  t o  recognized HFCs; 

c .  Level of management qua1 i t y  and techn ica l  e x p e r t i  se i n  
housing fi nance be ing  improved throughout t he  n a t i o n ;  and 

d. Improving supe rv i s ion  o f  HFCs by the  NHB. 

3 .  Expanded Supply o f  Housing Finance t o  Low-Income Households 

Th is  w i  11 be accopl i shed by: 

a. C rea t i ng  a g r e a t e r  share o f  housing loans f o r  f a m l l  i e s  
below median income; and 

b. I nc reas ing  access t o  i n s t i t u t i o n a l  housing f inance by 
fami 1 i es from the  i n fo rma l  sec to r .  



The DA Grant funded a c t i ~ ~ ~ t i e s  w i  1 1  i d e n t i f y  the t r a i o i n g  needs f o r  
housing f inance system development by devel op i  ng an in fo rmat ion  base 
tnrough research stud1 es and developing t r a i n i n g  modules on housing 
f inance. The program w i  11 develop the  l o c a l  capaci t y  t o  p rov ide  
long-term t r a i n i n g  and techn ica l  ass is tance support f o r  an expagded 
p r i v a t e  housing f inance system. 

H.  D e s c r i ~ t l o n  o f  P o l i c v  Aqenda f o r  t he  W d e d  P r o a r m  

Pol i c y  O b j e c t i v e  I: Increased Resources f o r  t h e  Houslng Sector  

1 . Cont inu ing  Problem 

To be s e l f - s u s t a i n i n g ,  t he  housing f inance system w i l l  have t o  
mobi 1 i ze funds t h a t  a re  p r i  ced a t  market ra tes  o f  i n t e r e s t  . Mature 
HFCs, which have es tab l ished a so l  i d  t r a c k  record ,  a re  1 i k e l y  t o  be 
ab le  t o  r a i  se funds i n  t he  wholesale market through the  issuance o f  
bonds and debentures. HFC s u b s i d i a r i e s  o f  t h e  b i g  state-owned 
commerci a1 banks and i tisurance companies general 1 y have access t o  t h e  
resources o r  backing of t h e i r  parent  companies. I n  con t ras t ,  the  
new, independent i n s t i t u t i o n s  w i l l  n o t  have access t o  the  wholesale 
market f o r  some t ime. I t  i s  l i k e l y  t h a t  t he  major  source o f  funds 
avai  l a b l e  t o  t he  small  HFCs, and p a r t i c u l a r l y  t he  p r i v a t e  ones, w i  1 1  
be from the  household scc to r .  

However, the  compet i t ion  f o r  household savings i s  s u b s t a n t i a l .  The 
l a r g e s t  mobi 1 i z e r s  o f  such savings i n  I n d i a  are  a1 1 i n  the  publ i c  
sector..  As government bodies, these i n s t i t u t i o n s  enjoy the  
conf idence o f  t he  p u b l i c .  I n  a d d i t i o n ,  c e r t a i n  impediments i n  HFC 
depos i t  r e g u l a t i o n s ,  such as the  minimum term on depos i t  accounts and 
the  r i g i d  i n t e r e s t  r a t e  s t r u c t u r e  se t  by t h e  RBI, work aga ins t  t he  
mobi 1 i t a t i o n  o f  savings by the  HFCs. 

I. 
These i nclude government agenci es such as the  Nat iona l  Savings 

Organ iza t ion  ( p o s t a l  savings) ,  s t a t u t o r y  corpora t ions  such as the  
L i f e  Insurance Corpora t ion ,  the  General Insurance Corpora t ion  and the  
Unft Trus t  o f  I n d i a ,  and the  l a r g e  publ i c . s e c t o r  banks. 



Unless both  NHB and the housing f lnance lenders develop domestic 
resource mob1 1 l z a t i o n  capabi 1 1  t l o s ,  the  housing f lnance system cannot 
become self-sustaining. And unless HFCs develop domestl c resource 
mobilization c a p a b l l i  t l e s  (which r e q u l r e  a  suppor t ive  l ega l  and 
r e g u l a t o r y  environment) , t h e l r  growth represents o n l y  another v e h l c l e  
f o r  d lssemlnat ing  p u b l i c  funds whlch are  I n  I l m i t e d  amounts and 
should be ta rge ted  t o  the very lowest income groups. 

2. Expected Accompl l shments o f  HE-003A 

a) Household savings I n  HFCs w l l l  Increase as share o f  t o t a l  
resources ; 

b )  The share o f  NHB's and HFCs resources de r l ved  from 
market -or ien ted sources w i l l  Incre i lse as a  share o f  t o t a l  
resources. 

Some o f  t he  a c t l o n s  by NHB which a re  expected t o  he lp  Increase 
household savlngs I n  the  housing f inance system a re  d e t a i l e d  I n  the  
p o l i c y  ma t r t x  (Annex 8) as benchmarks. For example, r e l a x a t l o n  o f  
r e s t r i c t i o n s  on savings depos i ts ,  l e n d i n g  ra tes ,  and a d v e r t i s i n g  
should lncrease t h e  compet i r iveness o f  HFCs w i t h  p u b l i c  sec tor  banks 
and i n  t u r n  he lp  them t o  capture  more savings. 

3 .  HG Condi t ions  

i NHB w i  11 implement a  'formal, w r i t t e n  s t r a t e g i c  p l a n  f o r  
gene ra t i ng  s u f f l c l e n t  resources t o  meet c u r r e n t  and p r o j e c t e d  
o b l i g a t i o n s  through 1995, w i t h  p a r t i c u l a r  a t t e n : i o n  t o  funds 
o b t a l  ned from domestic , market-or i  ented sources. 

b )  Housing f i nance  i n s t i t u t i o n s  e l i g i b l e  f o r  HG funds w l l l  c o n s i s t  
o n l y  o f  those 9FCs t h a ~ t  a re  w i thou t  s u b s t a n t i a l  access t o  p u b l i c -  
sec to r  funds. This w i l l  be a  de te rm ina t i on  made j o i n t l y  by USAID and 
NHB, based on the  f o l  low ing p r i n c i p l e s ,  b u t  necessari  l y  I n v o l v i n g  
some s u b j e c t i v e  judgmmt:  HS funds a r e  in tended t o  support  t he  
sound growth o f  markel:-or iented HFCs t h a t  a re  e s t a b l i s h i n g  a  market 
presence and ach iev ing  t h e  necessary sca le  f o r  e f f i c i e n t  ope ra t i ons .  
E ' l i g i b i l l t y  f o r  NHB r i f l n a n c i n g  w i l l  be based on the  e x t e n t  o f  
a c t u a l  and p o t e n t i a l  fund ing  t h a t  an HFC has arranged w i t h  a  
pub l i c - sec to r  parent  company o r  a f f i  l l a t e  and n o t  o n l y  on t h e  bas ts  
of e q u i t y  ownership. I n s t i t u t i o n s  t h a t  have a  s u b s t a n t i a l  resource 
base o f  and access t o  pub1 i c - sec to r  funding w i  11 be excluded f rom HG 
r u f l  nanci ng. 

c )  A p e r - i n s t i t u t i o n  cap o f  25 percent  o f  HG funds over  t he  l i f e  
of t h e  HG-003A p e r i o d  w i l l  be imposed t o  ensure t h a t  a  number o f  t he  
newer, smal l e t  o rgan iza t i ons  w i  11 have access t o  HG r e f l n a n c i n g .  



4. !A Grant Funded A c t l v i  t i e $  

The companion g ran t  o f  t he  HG-003A program w i l l  support techn ica l  
ass! stance, t r a i n i n g  and s tud ies  on resource mob! 1 i z a t i o n  f o r  
housing f inance.  Grant funded TA and s tud ies  w i  1 1  i nc lude ,  among 
o the rs ,  the f o l  lowing:  

- Development o f  market ing s t r a t e g i e s  and t o o l s  t h a t  can be 
used by HFCs ope ra t i ng  under the c u r r e n t  regu la to ry  
framework, t o  enable them t o  more e f f e c t i v e l y  mob1 1 i z e  
households savings and t o  b e t t e r  tap  the  savings m a ~ k e t  
p o t e n t i a l  through the1 r branch o f f i c e  system. 

- Eva luat ion  o f  the f a c t o r s  t h a t  a f f e c t  saver 's  use o f  
d i f f e r e n t  n a t i o n a l  savings i n s t i t u t i o n s  (e.g.,  pos ta l  
savings scheme, commercial banks, HFCs, mutual funds, and 
pension funds). 

- Studies o f  demand f o r  the Home Loan Accounts (HLA) scheme 
as i t  i s  now devised w i t h  recommendations f o r  i nc reas ing  
i t s  e f f ec t i veness  and reducing i t s  Impact on the  
o b l i g a t i o n  o f  NHB; rev iew o f  o the r  compulsory, 
l oan - l i nked  savings schemes; and o t h e r  ways o f  a t t r a c t i n g  
f i n a n c i a l  savings f o r  low-income depos i to rs .  

- Stud i  es on HDFC' s experience w i  t h  mortgage-backed 
s e c u r i t i e s  and the  feasi  b i  1 i t y  of mutual fund and pension 
fund models f o r  NHBs ab i  1 i t y  t o  r a i s e  domestic, 
market-or i  ented resources. 

- Studies o f  assessment o f  demand f o r  mortgage-backed 
secur i  t i e s  recommendations and c o n s i d w a t i o n s  f o r  
e s t a b l i s h i n g  standards f o r  mortgage loans and es t ima t i on  
o f  aggregate supply o f  s tandardized mortgages t h a t  a re  
l i k e l y  t o  be avai  l a b l e  f o r  sa le  i n  t he  secondary mortgage 
market ing.  

T r a i n i n g  a c t i v i t i e s  r e l a t e d  t o  resource mobi 1 i z a t i o n  w i  11 i nc lude :  

- Fee based seminars/workshops f o r  sen io r  HFC management on 
methods o f  marketf ng deposi t accounts. 

- Development o f  t r a i n i n g  modules and s t a f f  t r a i n i n g  i n  areas 
such as market ing  techniques f o r  depos i t  ins t ruments .  



Po l i c y  Object ive 11: Expansion o f  Market- 
I n s t i t u t i o n s  

1. ContS nui n~ Probl ea 

Or1 ented Hous 1 ng Finance 

The f a c t  tha t  the formal housing finance sector has developed so 
recen t l y  means tha t  the breadth and depth o f  knowledge and expert ise 
i s ,  i n  general, less than desi tab le ,  This i s  t r ue  o f  housing 
f inance par t i c ipan ts  a3 i  a l l  l eve ls :  government policymakers, 
regu la tory  agency management and s t a f f ,  management of the housing 
f inance lenders, loan customer?, and investors.  

W i  t h  the emergence o f  new HFCs, the supply of t r a i n i n g  opportuni t i e s  
has grown -- f o r  example through courses and seminars sponsored by 
HDFC o r  NHB, o r  through in-house e f f o r t s .  HDFC has opened a housing 
finance t r a i n i n g  center and NHB has plans f o r  opening i t s  own 
nat iona l  t r a i n i n g  i n s t i t u t e  f o r  housing f inance. Yet, there i s  not  
enough capaci ty i n  I nd i a  t o  provide enough TA and t r a i n i n g  o f  the 
types tha t  are c r i t i c a l  for  the sound development o f  a 
quickly-growing, market-oriented housing f inance system. 

More t r a i n i n g  and TA are needed t o  disseminate in format ion on the 
cur ren t  s ta te  of new techniques t o  pa r t i c i pan t s  i n  the Ind ian 
housing finance system. A t  a more basic leve l ,  a number of app l ied 
research studies are needed t o  c l a r i f y  the i n s t i t u t i o n a l  and 
economi c behavior o f  housing f inance sector pa r t i c i pan t s  and t o  
recommend improved TA and t r a i n i n g  approaches speci fi c a l l  y geared t o  
the I n d i  an context .  Espec ia l ly  when these concepts are conveyed t o  
the l eve l  o f  senior management o r  through t r a i ne rs  t o  management, 
these e f f o r t s  can lead t o  a permanent r a t e  of increase i n  the 
exper t ise w i t h i n  Ind ia .  

a) The t o t a l  number o f  recognized HFCs increases. 

b) Tra in ing i s made avai lab1 e t o  the recogni zed compani es and 
the leve l  o f  management qua1 i t y  and technica l  exper t i  se i n  
housing ffnance Improves throughout the nat ion.  

c )  NHB i s  i nc reas ing ly  capable o f  engaging i n  e f fec t i ve ,  forward . - 
look ing supervisory regula t ions,  which are aimed a t  developing 
a stronger and more compet i t ive,  dynamic housing fi nance 
system. 

Some o f  the act ions by NHB which are expected t o  he lp  i n  the 
expansion o f  market-oriented housing f inance i n s t i t u t i o n s  are 
de ta i  l ed  i n  the pol  i c y  matr ix  (Annex 0) as benchmarks. These 



i nc lude ac t i ons  r e l a t e d  t o  making fo rec losu re  f o r  non-payment more 
a v a i l a b l e  t o  HFCs, st rengthening NHB1 s  r e g u l a t o r y  powers i n  cases 
where HFCs are t roub led ,  and determin ing  the ex tent  t o  which o the r  
p r i v a t e  f i n a n c i a l  i n s t i t u t i o n s  1 i k e  cooperat ives should p a r t i c i p a t e  
i n  NHB re f i nanc ing .  

An MIS system i s  developed and i s  ope ra t i ona l  f o r  a1 1 recognized 
HFCs. Thi s w i  1 1  f a c i  11 t a t e  regu la r  superv isory  repo r t s  t o  NHB by 
the  HFCs. 

4. DA Grant  Funded A c t i v i t i e s ;  

The companion g r a n t  o f  the  HG-003A program w i l l  support t echn ica l  
ass i  stance, t r a i n i n g  and stud! es f o r  expanding market-or iented 
housing f inance i n s t i t u t i o n s .  Grant funded a c t i v i t i e s  w i  11 i nc lude  
the  f o l  1  owing: 

- Development o f  t r a i n i n g  modules f o r  NHB and o t h e r  t r a i n i n g  
i n s t i t u t i o n s  i n  sub jec ts  such as a)  loan p o r t f o l i o  
d i v e r s i f i c a t i o n ;  b) c r e d i t  u n d e r w r i t i n g  appra isa l  ; c) loan 
management and c o i l  ec t ions ;  and d l  customer se rv i ce  and 
fl sca l  accountabi 11 t y .  

- E x p l o r i n g  p o s s i b i l i t i e s  and establ ishment o f  c o l l a b o r a t i o n s  
between NHB and U.S. t r a i n i n g  i n s t i t u t i o n s  on development and 
d e l i v e r y  of t r a i n i n g  on the  above sub jec t .  

- Sponsoring study tou rs  and p a r t i c i p a n t  t r a i n i n g  o f  I n d i a n  
pro fess iona ls  i n  U.S. i n s t i t u t i o n s  and o t h e r  t h i r d  coun t r i es  
on t h e  sub jec t  o f  housing f i nance  and r e l a t e d  sub jec t .  

- Eva lua t i ng  t h e  p o t e n t i a l  f o r  coopera t ive  housing lenders t o  
be i nc 1 uded as HG e l  i g i  b l  e  sub-borrowers . 

Pol i c y  O b j e c t i v e  111: Expanded Supply o f  Housing Finance t o  

Lou-Incow Households 

1. -1 na Probl 

As d e t a i l e d  i n  t he  IE ,  most housing f i nance  lenders a re  t a r g e t i n g  
the1 r loans p r i m a r i  l y  t o  midd le  and high-income households. 
However, t h e  very  l a r g e  market o f  households w i t h  below-median 
income i s  1  i k e l y  t o  con ta in  a  l a rge ,  c r e d i t w o r t h y  element t h a t  cou ld  



c o n t r i b u t e  s u b s t a n t i a l l y  t o  the p r o f i  t ab i  1 i t y ,  r a t e  o f  growth, and 
e f f i c i e n c y  o f  market-or i  ented housing f inance 1 enders. Yet, 
considerable uncer ta in1  t y  p e r s i s t s  as t o  what a re  the  r i s k  and 
r e t u r n  character !  s t i c s  o f  loans made t o  low-i ncome households and 
how t h a t  r i s k  and r e t u r n  may be a f f e c t e d  by the  f i n a n c i a l  
i n s t i t u t i o n ' s  s t r u c t u r e  and i t s  methods o f  underwri t l n g ,  app ra i sa l  , 
se rv i ce  de l  i v e r y ,  loan counsel ing,  and co l  l e c t i o n .  

I n fo rma t ion  t h a t  i s  now avai l a b l e  on low-income housing p roduc t i on  
i n d i c a t e s  a ser ious  l a c k  o f  housing f i nance  supply.  These 
households need r e l a t i v e l y  small loans t o  purchase and improve 
housing which o f t e n  has no l e g a l  t i t l e .  Low-to-middle income 
households who work i n  the  i n fo rma l  sec tor  a l s o  l a c k  a ready supply 
o f  housing f inance.  

The obs tac les  t o  o b t a i n i n g  housing loans are  based i n  p a r t  on 
c h a r a c t e r i s t i c s  o f  low-income households t h a t  may reduce t h e i r  
e f f e c t i v e  demand, such as t h e i r  low (and o f t e n  l ess -s tab le )  incomes, 
in fo rmal -sec tor  housing, and low l e v e l s  o f  savings. However, w i  t h i n  
the low- i  ncome sec to r  t he re  are  many c r e d i t w o r t h y  borrowers. 
Therefore,  i t  appears t h a t  the  obs tac les  a l s o  may be due t o  supply 
f a c t o r s ,  most p rominent ly  the  f a i  l u r e  on t h e  p a r t  of fo rmal -sec tor  
f i n a n c i a l  i n s t i t u t i o n s  t o  assemble In fo rma t ion  t h a t  would i d e n t i f y  
c red i two r thy  low-income subgroups. Moreover, 1 i tt l  e e f f o r t  has gone 
i n t o  developing e f f i c i e n t  techniques f o r  low-Income loan market ing,  
loan underwrl t i n g ,  and loan c o l l e c t i o n .  These may be qu i  t e  
d i f f e r e n t  from t h e  c o s t - e f f e c t i v e  methods t h a t  have been developed 
f o r  midd le  and high-income households. 

A s  a r e s u l t ,  many low-income and i n fo rma l - sec to r  households o b t a i n  
housing f i nance  p r i m a r i  l y  from in fo rma l  sources a t  extremely h igh  
i n t e r e s t  r a t e s .  Access t o  formal-sector  housing fi nance would 
Improve the  q u a l i t y  o f  housing, thereby i n c r e a s i n g  the  we l fa re  o f  
low-i ncome households, t h e  income-generating a c t i v i t y  o f  those w i t h  
home-based e n t e r p r i  ses, and o p p o r t u n i t i e s  f o r  upward income mobi 1 i t y .  
Increased access t o  housing f inance cou ld  a l s o  i n s t i l l  g r e a t e r  
m o t i v a t i o n  f o r  f i n a n c i a l  savings by these income groups. 

a) A g r e a t e r  share o f  housing loans by HFCs f o r  fami l i e s  below 
medl urn i ncome. 

b)  Increased access o f  i n s t i t u t i o n a l  housing f inance t o  low 
income fami 1 i e s  from in fo rma l  sec tor .  



Some o f  the ac t ions  by NHB which are expected t o  he lp  i n  the 
expansion o f  below median income and informal  sec tor  borrowers are 

, d e t a i l e d  i n  the  p o l i c y  ma t r i x  (annex 8) as benchmarks These Inc lude 
development o f  experimental lend ing  programs f o r  the  t a r g e t  popu la t ion  
which use Non Governmental Oraganizat ions (NGOs) as a channel f o r  
lend ing  from HFCs t o  low income groups which do no t  have access t o  
formal f inance.  A r i s k  shar ing  mechanism and a se t  as ide  o f  HG 
resources may a1 so be developed as p o t e n t i a l  I ncen t i ves  f o r  i nc reas ing  
loans t o  t h i s  group. The purpose o f  the  experimental programs w i  1 1  
be t o  demonstrate t h a t  such lend ing  can be c a r r i e d  o u t  i n  a market 
environment and are v i a b l e .  I n  case the  feed back rece ived on the 
experimental l end ing  programs are  p o s i t i v e ,  TA and t r a i  n tng  programs 
w i  11 be s u i t a b l y  modi f l  ed t o  Incorpora te  support  f o r  making the  
programs rep1 i cab1 e. 

I n  o rde r  t o  encourage the  growth of low income-oriented HFCs, a small 
p o r t i o n  o f  HG funds w l l l  be se t  as ide  t o  ref inance loans made through 
the  two mode 1 1 ending programs. 

4. w n t  Funded A c t i  v i  t i es  

The companion g r a n t  o f  t he  HG003A program w l l l  support t echn ica l  
assistance,  t r a i n i n g  and s tud ies  f o r  expanding the  access o f  low 
income and i n f o r m 1  s e c t o r  fami l i e s  t o  formal housing f inance.  Grant 
funded s tud ies  w i  11 i nc lude ,  among o the rs ,  t he  f o l l o w i n g  a c t i v i t i e s :  

- Development o f  non- t rad i  t l o n a l  u n d e r w r i t i n g  c r i  t e r i a  f o r  
in formal  sec to r  borrowers ( p o t e n t i a l  model f o r  a 
Group-Guarantee Housing Loan Program I s  a t tached i n  Annex J ) ;  

- Technical ass1 stance i n  f i  nanc la l  management f o r  NGOs invo l ved  
i n  the  experimental lend ing ;  and 

- Feasi b i  1 i t y  s t u d i  es o f  i ncen t i  ve and r i  sk shar ing  mechani sms 
f o r  l end ing  t o  low income f a m i l i e s .  

111. Technical  Analyses 

1. Na t i ona l  Housing Bank (NHB). 

NHB, es tab l  l shed under t h e  Na t i ona l  Housing Bank Act  o f  1987, 
commenced opera t ions  i n  J u l y  1988. I t  func t i ons  as an apex housing 
f inance I n s t i t u t i o n  and i s  who l l y  owned by the  Reserve Bank o f  
I n d i a .  A major  component o f  t h e  HG-003 program, au tho r i zed  soon 
the rea f te r ,  was t o  p rov ide  support  t o  NHB i n  he1 p i n g  t o  achieve i t s  
o b j e c t i v e s .  



NHB has the responsi b i  1 i t y  no t  o n l y  r ,P promot ing the expansion o f  a  
housing f inance system, bu t  a l s o  o f  se rv ing  as a  key r e g u l a t o r y  and 
superv isory  agency f o r  HFCs. NHB r e f 1  nances housing loans o f  approved 
F inanc ia l  i n s t i t u t i o n s ,  i n c l u d i n g  commercial banks and HFCs. 
Furthermore, i t  i s  a u t h o r i z e d ~ t o  p rov ide  up t o  20 percent  o f  the  
e q u i t y  c a p i t a l  i n  se lec ted i n s t i t u t i o n s .  Whi l e  some o f  t he  func t i ons  
o f  NHB appear t o  be somewhat I n  c o n f l i c t  -- such as supe rv i s ing  an 
i n s t i t u t i o n  i n  which i t  holds an e q u i t y  p o s i t i o n  -- the  broad range o f  
f unc t i ons  was deemed des i rab le  ( a t  l e a s t  l n l t i a l l y )  t o  p rov lde  the  
necessary impetus f o r  t h i s  newly-forming i n d u s t r y .  

MHB was c reated a t  a  s o i n t  I n  t ime when the  housing f i nance  system was 
fa1 r l y  p r i m i t i v e  and had two c l e a r  c h a r a c t e r i s t i c s :  i t  was h e a v i l y  
dominated by governmental bodies, and i t  was de l  I v e r i n g  a  low volume 
o f  housing f inance.  NHB i s  a t t emp t ing  t o  implement a  new v i s i o n  o f  
t he  housing f i nance  sys tern fn which t h e  government ac ts  as more o f  a  
f a c i  1  i t a t o r  o f  resource mobi 1 i z a t i o n  and l ess  as a  d l  r e c t  p a r t i c i p a n t .  
I t s  v iew i s  t h a t  l o c a l  development a u t h o r i t i e s  should r e s t r i c t  
themselves t o  the  p repa ra t i on  and a1 l o c a t i o n  o f  serv iced s i t e s ,  and 
t h a t  housing cons t ruc t i on  and f inance should be l e f t  t o  t he  p r i v a t e  
sec to r ,  i n c l u d i n g  households, employers, and developers. 

A t  t he  same t ime, an i n n o v a t i v e  HFC -- the  Housing Development F-inance 
Corpora t ion  (HDFC) -- had been demonstrat ing f o r  a  decade what cou ld  
be done by a  market-or iented f i r m  if i t  was g iven modest l a t i t u d e  t o  
opera te  i n  t h e  f i n a n c i a l  markets. A  major  p a r t  o f  NHB's miss ion  i s  t o  
f o s t e r  t h e  c r e a t i o n  and growth o f  a d d i t i o n a l  HFCs as a v e h i c l e  f o r  
expanding t h e  avai  l a b i  1 i t y  of housing f inance.  Support of t h i s  
miss ion  i s  t he  h e a r t  o f  t he  USAID program. 

Fu r the r  d e t a i l s  o f  NHB's f i n a n c i a l  resources and r e g u l a t o r y  
a c t i v i t i e s ,  i n c l u d i n g  l i m i t s  o f  t h e  terms on HFC depos i t  accounts, 
guide1 i nes f o r  r e f i n a n c i n g ,  and o t h e r  programs, a re  conta ined i n  
Annex C. 

Some 300 f i r m s  have now r e g i s t e r e d  as HFCs w l  t h  t h e  Regf s t r a r  o f  
Comprnlas, a1 though i t  i s  n o t  c l e a r  how many a re  a c t u a l l y  
f u n c t i o n i n g .  Of  these, o n l y  31 have been formal l y  c l a s s i f i e d  by NHB, 
and, o f  t h e  31, NHB has o f f i c i a l l y  recognized 16 which a r e  e l i g i b l e  
for NH8 r e f i n a n c i n g .  A t  present ,  two more HFCs a re  i n  the process o f  
a p p l y l n g  f o r  NHB recogn i t i on .  Based on c u r r e n t  USAID equity-based 
d e f i n i  t i o n s ,  two o f  t he  recognized f i r m s  a r e  pub1 i c  sec to r  e n t e r p r i s e s ,  
seven a re  j o i n t  sec to r  f i r m s  and seven a re  p r i v a t e .  Both f i r m s  
a p p l y i n g  f o r  NHB r e c o g n i t i o n  a r e  j o i n t  sec to r  f i rms.  



One U i t e r l o n  f o r  NHB recognl t i o n  t h a t  has excluded many HFCs from 
NHB l oan re f i nanc ing  i s  the  minimum c a p i t a l  requirement o f  R s .  10 
m i  l l l o n ,  o r  $385,000. Nevertheless,  the  growth o f  the  i n d u s t r y  has 
been very r a p i d .  V i r t u a l l y  a1 1 HFCs, with the  except ion o f  HDFC, 
were founded a f t e r  1984; o n l y  30 HFCs e x i s t e d  i n  September 1988, 

HFCsl share o f  formal sec tor  housing f inance amounted t o  10.1 percent  
t n  1987-88. Over t he  l a s t  t h ree  years,  HFCs' housing f i nance  volume 
increased by approximately 60 percent  per year .  I n  1991, t o t a l  loans 
sanctioned by n ine  o f  NHB's recognized HFCs t o t a l  l e d  Rs. 12.6 b i  1 1  i o n  
($485 m i  11 i o n ) .  Thus, even though housing investments by o t h e r  
formal-#sector  1 enders grew s i g n i  fl c a n t l y  over the  l a s t  t h ree  years,  
i t  i s  l i k e l y  t h a t  t he  market share o f  HFCs has Increased. 

Several f a c t o r s  have con t r i bu ted  t o  the  growth o f  t h i s  I n d u s t r y .  
HDFC's tremendous success i n  the f i e l d  has i n s p i r e d  much emulat ion.  
HDFC earned an impressive 33 percent  r e t u r n  on e q u i t y  d u r i n g  f i s c a l  
year 1989-1990, and i n  the  f o l l o w i n g  year i t  sanctioned loans 
t o t a l i n g  Rs. 8.1 b i  1 l i o n .  The c r e a t i o n  o f  NHB has a1 so encouraged 
entrance t o  t he  f i e l d .  Many p o t e n t i a l  i n v e s t o r s  viewed the  NHB's 
founding as an i n d i c a t i o n  t h a t  the  GO1 would i n c r e a s i n g l y  t a r g e t  the  
housing f inance sec to r  and thus t h a t  t he  p r o f 1  tab! li t y  o f  t h i s  sec tor  
wou 1 d improve. 

Several commercial banks have c reated HFC s u b s i d i a r i  es and more 
are  under cons ide ra t i on .  I n  a d d i t i o n ,  t he  two l a r g e s t  insbrance 
companies, L i f e  Insurance Corpora t ion  o f  I n d i a  (LIC) and General 
Insurance Corpora t ion  o f  I n d i a  (GIC), f e l t  t h a t  t h e i r  d i r e c t  l end ing  
programs f o r  housing were becoming t o o  l a r g e  t o  be accommodated under 
t h e i r  general corpora te  s t ruc tu res .  LIC has launched an HFC and GIC 
i s  i n  t he  process. ' Many r e a l  e s t a t e  developers have a l s o  entered the  
f i e l d  as a means o f  p r o v i d i n g  f i n a n c i n g  t o  t h e i r  customers. 

O v e r a l l ,  HFC branch growth has been very  rap id .  NHB-recogni zed f i rms  
alone have increased t h e i r  t o t a l  number o f  branches from 51 i n  
1988-1 989 t o  136 i n  1990-1991, an annual increase o f  63 percent .  

Whi le HFCs i n i t i a l l y  e s t a b l i s h  o f f i c e s  i n  t he  l a r g e s t  c i t i e s ,  most 
branch expansion takes p lace  i n  c i t i e s  w i t h  popu la t ions  below one 
m i l l i o n .  Firms a r e  moving i n t o  smal le r  c i t i e s  because they encounter 
l ess  compe t i t i on  t h e r e  and housing i s  more a f fo rdab le  f o r  p rospec t i ve  
borrowars. HFCs a re  now present  throughout  t h e  count ry ,  a1 though 
t h e r e  a r e  s t i  11 r e l a t i v e l y  few i n  the  n o r t h e r n  and eas tern  reg ions .  
Additional i n f o r m a t i o n  on HFCs i s  p rov ided i n  Annex C. 



8. Women i n Deve 1 opmen t 

The HG-OO3A program expansion continues the goal o f  1 ncreasi ng access 
t o  below-median income households i n  Ind ia .  HG-003A introduces a 
number o f  new e f f o r t s  t o  increase access t o  formal-sector f l f i anc ia l  
i n s t i t u t i o n s  by low-income groups 1 i v i n g  and working w i t h i n  the 
informal sector. Because women are over represented among the 
low-income, low-wealth, landless, informal-sector,  and i l l i t e r a t e  
populat ions,  achievement o f  the objectives o f  HG-003A has the 
po ten t i a l  of benefi t i n g  them more than t h e i r  representat ion i n  the 
Ind ian populat ion o v e r a l l .  

C. Other Donors ' 

The Overseas Economic Cooperation Fund ( O W )  o f  Japan has entered 
i n t o  an agreement w i t h  NHB t o  provide a 20-year loan i n  the 
Yen-equivalent o f  approximately $22 m i  11 ion  t o  support N H B ' s  ref inance 
faci  l i t l e s  under the same terms and condi t i ons  as USAID'S HG program. 
The In te rna t iona l  Finance Cooperation ( I F C )  , one o f  the o r i g i n a l  
shareholders i n  HDFC, has recen t l y  comml t t e d  an add1 t l o n a l  $100 
m i l l i o n  t a  HOFC i n  general furtherance o f  i t s  ob jsc t i ves .  A $40 
m i l l i o n  d i r e c t  loan by IFC has already been disbursed. The add i t i ona l  
$60 m i  1 l i o n  w i  11 be syndicated by IFC w l  t h  various in te rna t iona l  
commercial banks under the IFC umbrella. Thus, there i s  
complementarity between USAID'S support o f  the development of a . 
housing finance system and the a c t i v i t i e s  of the o ther  in te rna t iona l  
donors involved i n  t h i s  sector.  (See Annex G. 

D. Environmental Assessment 

A. I .D. I s  environmental review procedures aim t o  ensure t ha t  the 
envi ronmental consequences o f  USAID-financed act1 v i  t i e s  are i d e n t i  ff ed 
and considered. They a lso  aim t o  help developing count r ies  be t t e r  
evaluate the envi ronmental e f f ec t s  o f  proposed p ro jec ts  and i ntroduce 
e f f ec t i ve  envi ronmental programs. Envi ronmental considerat ions were 
addressed i n  a June 1991 analys is  by an urban environmental team (see 
Annex I.). A categor ica l  exclusion f o r  t h i s  p r o j e c t  was recommended, 
since i t  supports an intermediate c r e d i t  i n s t i t u t i o n  (NHB) and since 
USAID does no t  reserve the r i g h t  t o  review o r  approve i nd i v i dua l  loans 
made by NHB. 

The recommendation was accompanied by several observations and 
suggestions o f  re1 evance t o  the HG-003A program. F i  rs t , envi ronmental 
problems associated w i t h  informal sector o r  slum (squat ter )  sett lements 
are far  more severe than those associated w i t h  the formal housing 
sector.  Accordingly, t o  the extent  the HG program aos is ts  i n  
upgrading the qua1 i t y  o f  r es i den t i a l  housing f o r  low-i ncome 
households, i t reduces some o f  t h e i r  most serious hea l th  hazards. 



Wi th in  the formal housing sec tor ,  adequate environmental rev iew i s  
being c a r r i e d  o u t  by the major i n s t i t u t i o n s ,  a l though perhaps not  by 
the newer and smal l e r  HFCs. NHB I s  i n  a posi  t i o n  t o  I n t roduce  
t r a i n i n g  programs, techn ica l  ass1 stance, p u b l i c  educat ion e f f o r t s ,  and 
r e g u l a t o r y  p o l i c i e s  t h a t  would have the  e f f e c t  o f  b e t t e r  i n t e g r a t i n g  
an environmental awareness i n t o  lenders '  investment and cons t ruc t i on  
rev1 ens, developers '  construc t l o n  desl gns and procedures, and 
consumers ' home purchase dec i s ions .  

E. Debt Risk Assessment 

Assessment by the  Miss ion  (August 1991) o f  I n d i a ' s  debt  s e r v i c i n g  
c a p a b i l i t y  over t he  nex t  t h ree  t o  f i v e  years concluded t h a t  I n d i a  w i  1 1  
c o n t l  nue t o  se rv i ce  i t s  ex te rna l  debt ,  I n d i a ' s  c r e d i t  r a t l n g  w l l l  
improve I n  the  near f u t u r e ,  and t h a t  t he  c u r r e n t  account d e f i c i t  o f  
l n d i a l s  balance o f  payments w i l l  improve w i t h i n  the  nex t  t h ree  t o  
years.  D e t a i l e d  Country Risk Assessment i s  p rov ided i n  Annex 0. 

F . Program Management 

A U,S. f i r m  w i  11 be cont rac ted t o  p rov ide  management support .  Thi 
w l l l  I nc lude  p r o v i d i n g  an o n - s i t e  management coord ina tor  w i t h  home 
o f f i c e  back-stopping and coo rd ina t i on  o f  State-s ide a c t i v i t i e s .  

Working w i t h  t he  designated rep resen ta t i ve  of A.I.D. and t h e  
designated rep resen ta t i ve  o f  NHB, the  c o n t r a c t o r  w i l l  develop an 
Implementat ion Plan, t o  be approved by A. 1.0. and NHB, f o r  de l  i v e r y  of 
t echn ica l  ass is tance and t r a i n i n g .  The Implementat ion P lan  w i l l  be 
amended annua l l y  d u r i n g  the  l i f e  o f  the  c o n t r a c t  t o  ensure t h a t  
t echn ica l  ass1 stance and t r a i n i n g  a re  both  c u r r e n t  and app rop r ia te .  
The c o n t r a c t o r  w i  11 meet as r e q u i r e d  w i t h  both A.1 .D .  and NUB and w i  11 
p rov ide  a w r i t t e n  q u a r t e r l y  s ta tus  r e p o r t  i n  a form t o  be approved by 
A.I.D. and NHB. 

The U.S. f i r m  w i l l  be se lec ted through compcti t i v e  procedures and 
awarded an i n s t i t u t i o n a l  con t rac t .  U.S. f i rms  w i l l  be evaluated i n  
p a r t  on t h e i r  a b i l i t y  t o  draw from a wide v a r i e t y  o f  s p e c i a l i z e d  
exper ts  i n  bo th  I n d i a  and U.S. 

G. A . 1  .D. Management Resources 

A RHUDO-funded Resident Advi sor ,  supported by M i  ss ion  funded FSN 
p o s i t i o n s  w i  11 be respons ib le  f a r  AID p r o j e c t  management. The 
r e s i d e n t  advi  s o t  w i  1 1  be A .  I . D 1  s designated rep resen ta t i ve  f o r  key 
contac ts  between USAID and NHB and w i  11 a l s o  be respons ib le  f o r  
c o o r d i n a t i n g  a l l  program a c t i v i t i e s  f o r  bo th  USAID and RHUDO. 



The Resident Advisor w i  1 1  be responsible f o r  i n t eg ra t i ng  the HG loan 
a c t i v i t i e s  wi th  the DA funded technical  assistance and t r a i n i n g  
component t o  ensure cohesive program imp1 ementation. 

RHUDO i s  responsible f o r  program overs ight  of the HG loan. Thi s w i  1 1  
be accompllshed through communications between RHUDOIBangkok and 
USAID/New D e l  h i ,  i nc l  udl ng temporary duty assignments by RHUDO i n  
I nd i a .  I n  add i t i on  t o  funding the Resident Adv i io r ,  RHUDO w l l l  
provide occasional nominal funding support as and when necessary t o  
fund s t a f f  development and a c t i v i t i e s  t o  ca r ry  out the program goals 
and ob jec t i  ves , 

Management o f  the HG-003A expansion program w l l l  requl  r e  considerabl e 
contact  w i t h  NHB i n  Bombay i n  order t o  adequately evaluate the 
achievement o f  goals and ob ject ives.  Mission OE funds w i l l  be 
required t o  support t rave l  f o r  FSN s t a f f  i n  connection w i t h  program 
moni t o r i  ng. 

H. Monitor ing Evaluat ion 

Work i s  beginning under the cur rent  program (HG-003) on the system 
development and implementation o f  an in tegra ted  M I S  which w i  1 1, among 
other W n g s ,  enable NH8 t o  repor t  t o  USAID i n  deta i  1 about 
HG-refinanced loans, the lending I n s t i  t u t l o n  i t  refinances, and 
bene f i c ia ry  households. Thi s w i  11 g r e a t l y  improve regular  monitor ing 
of the operations of HFCs and the HG program. 

A system o f  small annual i n t e r i m  avaluat lons w l l l  be t i e d  t o  each 
amendment o f  the Impl ementation Plan. These annual i n t e r i m  
evaluations w i  11, among other  th ings: 1 )  measure progress i n  achieving 
pol  i c y  ob jec t i  ves o f  the t e v i  sed Program Impl ementatlon Agreement, 
both before and a f t e r  d isburs inu HG loan proceeds: and 2 )  evaluate the 
effectiveness o f  technical  ass! i t ance  and' t r a i n i n g  a c t i v i t i e s  and 
recommend changes. 

Gender-di saggregated data, which were no t  avai lab1 e a t  the ou tse t  
the HG-003A program, are now expected t o  be ava i lab le .  According 
the i n t e r i m  eva luat ion w i  11 draw from these data (2nd analyses 
contained w i t h i n  DA grant  funded studies) ( 1  1 t o  i d e n t i f y  constra 
t o  women's p a r t i c i p a t i o n  i n  a1 1 p ro j ec t  a c t i v i t i e s  and opportuni t 

i n t s  
i es 



f o r  enhancing women's p a r t i c i p a t i o n ;  ( 2 )  t o  recommend s t ra teg ies  t o  
overcome these c o n s t r a i n t s  o r  t o  make use o f  these o p p o r t u n i t i e s ;  and 
( 3 )  t o  recommend benchmarks t o  measure progress i n  implement1 ng these 
s t r a t e g i e s .  

A f i n a l  eva lua t i on  w i  1 1  be conducted a t  the  end o f  1996. I t  w i  1 1  
con ta in  eval ua t lons  o f  NHB's superv is ion  and domestic resource 
mobi 1 i t a t i o n ;  HFC management and resource mobi 1 l z a t i o n ;  and the 
achievements, d i f f i c u l  t i e s ,  ;rid lessons learned from the  two model 
' znding p r o j e c t s .  

I. Cost Est imate and F i n a n c i a l  P lan  

The program invo lves  several  d i s t i n c t  a c t i v i t i e s  t o  be f inanced by 
d i f f e r e n t  mechanisms over the f i v e  year 1 i fe o f  t he  program. The 
f i n a n c i a l  p lan  as descr ibed i n  the  P r o j e c t  Paper f o r  HG-003 remains 
the  same except as l i s t e d  below. 

1. F i n a n c i a l  Ana lys is  

A . I . O .  w i l l  guaranty a  HG loan t o  be d isbursed i n  several  tranches 
t o t a l l i n g  U . S .  $50 m i l l i o n  over the  f i v e  year  l i f e  o f  t he  program. 
NHB w i  11 mobi 1  i ze r e f  i nanci ng resources equal t o  t h e  rupee equi va l  en t  
o f  approximately U . S .  $35 mi 11 i on .  I n d i v i d u a l  households t h a t  borrow 
from HFCs w i  11 c o n t r i b u t e  t h e i r  own funds as downpayments f o r  
a c q u i r i n g  o r  improving the1 r homes. Assuming t h a t  HFCs achieve an 
average loan t o  va lue  r a t i o  o f  70 percent ,  then the  matching household 
c o n t r i b u t i o n  w i l l  be t h e  rupee equ iva len t  o f  approx imate ly  U . S .  $15 
m i  11 i on .  

A t o t a l  o f  U . S .  $4.3 m i l l i o n  o f  A.I.D. g r a n t  funds over  f i v e  years 
w i  1 1  be used t o  fund program management support,  t e c h n i c a l  assistance,  
t r a i n i n g  i n  bo th  the  U . S .  and i n  I n d i a ,  i n t e r i m  and f i n a l  program 
eva lua t ions ,  and non-federal a u d i t s .  NHB w i  11 c o n t r i b u t e  a  minimum 
in -k ind  rupee equ iva len t  o f  U . S .  $1.5 m i  11 i o n  over f i v e  years f o r  
annual costs o f  admin i s te r i ng  t h e  program. 

Table H-1 prov ides  p r o j e c t  summary cos t  est imates, and Table H-2 
prov ides  d e t a i l  s  on expend1 tu res  by fi scal year.  

Program management suppor t  by a U.S. f i r m  under t h e  terms of an 
I n s t i t u t i o n a l  c o n t r a c t  i s  est imated t o  be 1900,000 over  f i v e  years.  



TABLE H-1 
ILLUSTRATlVE SUMMARY COST ESTIMATE ($000) 

A.I.D. 
R( LC TOTAL H.C. TOTAL 

CAPITAL RESOURCES 

HG loan 50000 0 60000 0 50000 

ILLUSTRATIVE SUMMARY OF DA 
FUNDED PROJECT BUDGET BY INPUT 
ELEMENTS 

Technical Assistance 1548 384 1930 0 1930 

US .  Training I070 0 ' t O ? O  0 1 070 

In-country Training . t40  400 ' 840 0 540 

Evaluations, non-federal audits and other 
payment verification :'. 200 5 0  250 0 250 

Contingencies 152 38 190. 0 190 

Inf lat ion 256 64 320 0 . 320 

TOTAL FOR lLLUSTRAnVE SUMMARY OF 
DA FUNDED PROJECT BUDGET BY INPUT 
ELEMENTS 3364 936 4300 0 4300 

N M  UtC#WG FUNDS FOR RECURRENT 
O P E C U ~ M  COSTS o o o 1500 1500 

TOTAL FOR ALL FUNDS 53364 936 54300 51 500 105800 



TABLE H-2 
PROJECTION OF EXPENDITURES BY FISCAL YEAR ($000) 

m'92 FY '93 FY '94 FY '95 FY '96 TOTAL TOTAL 
0 I L r " O C .  LC FX IS FX LC FX LC FX LC 80TH 

ALD. EXPENLUNRES 
HGLoan 0 3 :2500 0 12500 0 12500 0 12500 0 50000 0 50000 
Technical Assistance 1 97 4 8  384 96 384 96 384 96 197 4 8  1546 384 1930 
US. Training 140 0 265 0 265 0 265 0 135 0 1070 0 7rJ70 - 
In-country Training 17 5 0  3 5  100 35 100 35 100 18 5 0  140 400 540 
Evaluations 0 0 4 0  10 40  1 0  40 10 80 2 0  200 50 250 
Total at Current Costs 354 9 8  724 206 724 206 724 206 430 118 2956 834 3790 - 

N 
W 

Contingency 19 4 38 10 38  10  38 10 19 4 152 38 190 
Inflation 32 8 64 16 64 16 64 16 32 8 256 64 32? 
Total for AID Grant Fund: 405 110 826 232 826 232 826 232 481 130 3364 936 4300 

iota! for all AID Funds 405 110 13326 232 13326 232 13326 232 12981 1 3 0  53364 936 54300 

HOST COUNTRY EXPENDiTVRES 

Recurrent Operating Cost 0 225 0 350 0 350 0 350 225 0 1500 1500 
Matching Refinance and 
Downpr;yments 0 0 0 12500 i) 12500 0 12500 12500 0 50000 50000 
Total for Host Country 
Expenditures for HG 
Comnent 0 225 0 12850 0 12850 0 12850 12725 0 51500 51500 

TOTAL FOR ALL 
UIPEN1)SNRES 405 335 13326 13082 13326 13082 13326 13082 12981 12855 53364 52436 105800 



Tra in ing  i n  the  U,S. I s  est lmated a t  $1,070,000, Over f i v e  years t h l s  
should p rov ide  fund ing  f o r  t r a l n i n y  approxlmstely 107 p a r t i c f p a n t s .  
T ra in ing  i n  I n d i a  i s  est imated a t  $540,000. Over f i v e  years,  an 
est imated 540 p a r t i c i p a n t s  w I 1 1  be t r a i n e d  i n  var lous  aspects o f  
hous i ng f l nance . 
The techn ica l  ass is tance component i s  est imated a t  S 1,930,000 over 
f i v e  years .  This w i l l  fund research and ana lys i s  by shor t - te rm U .S .  
exper ts  and l o c a l  consu l tan ts .  The I1.S. t r a i n i n g ,  the  In -count ry  
t r a i n i n g  and the  techn ica l  ass is tance est imates i n c l u d e  the  cos t  o f  
program management support  serv ices .  

F l ve  eva lua t ions  are  planned over tho  f i v e  year I f f e  o f  p r o j e c t  and 
non-federal a u d i t s  and payment v e r i  f i c a t i o n s  w i l l  be performed as 
requ i red .  Cont fngencies and Inflation have prov ided f o r  i n  the  
Summary Budget (Ref ,  Table t i -1  1 @5% and 8 2  r e s p e c t i v e l y .  

2 .  Recurrent  Cost Ana lys i s  

The hos t  coun t r y ' s  c o n t r i b u t i o n  o f  $ 1 . 5  m i  11 I o n  (matching contribution 
f o r  the  DA g r a n t  program) w i  1 1  be prov ided by NHB and the  HFCs. This 
accounts f o r  25 .86  percent  o f  p r o j e c t  cos t .  Thus t h e  s t i p u l a t i o n  o f  
Sect ion  110 o f  t he  FAA t h a t  t he  hos t  count ry  must c o n t r i b u t e " .  . . a t  
l e a s t  25 percent  o f  t he  c o s t s . o f  the  e n t i r e  program, p r o j e c t  o r  
a c t i v i t y . .  ." has been complied w i t h i n  so f a r  as the  cos ts  r e l a t e  t o  
the  program t o  be implemented by the  NliB. 

Recurrent  cos ts  are  de f i ned  as the  ope ra t i ng  expendi tures needed t o  
c a r r y  o u t  t he  p r o j e c t  a c t i v i t i e s .  The r e c u r r e n t  cos ts  envisaged under 
t h i s  p r o j e c t  i n c l u d e  the  cos t  o f  t r a i n i n g  center  charges, s a l a r y  
payments o f  s t a f f  d i  r e c t l y / i n d i  r e c t l y  assoc ia ted  w l  t h  t he  
implementat ion o f  t he  P ro jec t ;  t he  cos ts  of o f f i c e  space t o  be 
prov ided by NHB and HFCs t o  c a r r y  o u t  i d e n t i  f l e d  a c t i v i t i e s ;  and the  
cos ts  o f  domestic t r a v e l  o f  f a c u l t i e s  p a r t i c i p a t i n g  i n  t h e  seminars, 
workshops, ou t reach programs and t r a i n i n g  courses conducted w i t h i n  
I n d i a .  Because NHB I s  an autonomous i n s t i t u t i o n ,  i t  does no t  have t o  
seek approva l /ass is tance f rom any agency o f  t he  GO1 i n  p lann ing  f o r  
I t s  r e c u r r i n g  cos ts .  

Because NHB a l ready  has a  c e l l  which manages i t s  HG r e l a t e d  programs, 
t he  r e c u r r i n g  cos ts  assoc ia ted  w i t h  t h i s  p r o j e c t  tii 11 be prov ided from 
t h e  budgets o f  t h a t  c e l l .  NHB w i  1 1  a l s o  p rov ide  f l o o r  space and o t h e r  
I n f r a s t r u e t u r ~ 1  support  w i t h i n  i t s  o f f i c e  premises t o  t he  s t a f f  
assigned t o  manage t h i s  p r o j e c t  and t o  r e l a t e d  consu l tan ts .  

NHB i s  a  f i n a n c i a l  i n s t i t u t i o n  i nco rpo ra ted  by an a c t  o f  t he  I n d i a n  
Par l iament.  I t  i s  s t a t u t o r i l y  r e q u i r e d  t o  ma ln ta in  va r l ous  books and 



repo r t s .  Also,  NHB 1 s requ i red  t o  have i t s  books o f  account audl ted 
each year by a Chartered Accountant ( I n d i a n  equ iva len t  o f  a CPA), 

' A .  I ,D, w i  1 1  have access t o  a1 1 NHB records o f  opera t ions  p e r t a i n i n g  t o  
the p r o j e c t .  

2.2 The P r o j e c t  agreement w i l l  con ta in  the standard p rov i s ions  
a1 low1 ng A .  I .D. reasonable access t o  p r o j e c t  records and account 
I n  a d d i t i o n ,  A . I . D .  may d i r e c t l y  c o n t r a c t  f o r  non-federal aud i t s  
dur ing  the course o f  the P r o j e c t .  The budget f o r  eva lua t i on  i nc  
p r o v l  s ion  f o r  l o c a l  payment v e r f l c a t i o n  serv ices  and a u d i t s .  

1 udes 

2.3 D l  sbursement procedures 

The amount under DA g r a n t  funds f o r  TA and T r a i n i n g  w i l l  be cont rac ted 
by A.I.D. t o  a U . S .  i n s t i t u t i o n a l  con t rac to r  who w i l l  manage the 
d i f f e r e n t  elements o f  the  P r o j e c t  such as: procurement o f  techn ica l  
ass1 stance, t r a i n i n g  i n  U . S .  and elsewhere i n c l u d i n g  I n d i a ,  
commi ss ion i  ng o f  s tud ies .  Payment under these procurement ac t ions  
w i  1 1  be made d i r e c t l y  by A .  I .D ,  t o  the  i n s t i t u t i o n a l  con t rac to r  and 
charged t o  the P r o j e c t .  

3. Demand f o r  HG Ref inancing 

The i n t e r i m  eva lua t i on  est imated t h a t  demand f o r  HG r e f i n a n c i n g  would 
exceed $50 m i l l i o n  over  a three-year per iod ,  even under very  ' . 
conservat ive  assumpt lo~s  (see Annex C-9). This conc lus ion ,  however, 
should be supplemented :tj several  o t h e r  cons idera t ions .  Ch ie f  among 
these i s  t he  l i k e l i h o o d  t h a t  t he  c u r r e n t  c r i t e r i o n  f o r  HG-e l ig ib le  
housing loans ( loans t h a t  a re  less  than Rs, 55,000 and the re fo re  
a f fo rdab le  t o  below-median-income households) may be changed t o  a 
requirement t h a t  the  loans are  a c t u a l l y  made t o  below-median income 
households. 

Based on in fo rmat ion  prov ided i n  t he  IE ,  i t  i s  p o s s i b l e  t o  make a 
rough est imate o f  t ho  p o r t i o n  o f  t he  1990-91 volume o f  loans t h a t  were 
made by e i g h t  recognized HFCs t o  below-median-i ncome households. Even 
under a very  conservat ive  assumption o f  no growth i n  t he  volume o f  
l end ing  t o  below-median-income households s ince 1991 (and assuming a 
p e r - i n s t i  t u t i o n  cap o f  25 percent ) ,  the  t o t a l  volume of  HG-el ig i  b l e  
loans over  the  four-year pe r i od  would be As. 1,394 mi 1 l i o n ,  o r  854 
m i l l i o n .  

Addl t i o n a l  f a c t o r s  t h a t  would cons iderab ly  r a i s e  t h i s  est imate i nc lude  
the a d d i t i o n a l  volume o f  low-income lend ing  by a1 1 o the r  recognized 
HFCs ( b u t  exc lud ing  those t h a t  a re  dependent on funds From 
pub1 i c-sec t o r  pa ren t  companies ; the  expected increase i n  the number 
of recognized, HG-el i g i b l e  HFCs over the  nex t  four  years; the  
possi b i  1 i t y  t h a t  USAID w i  11 confer  HG-el i g i  b i  1 i t y  t o  market-or i  ented 
housing i n s t i t u t i o n s  o t h e r  than HFCs; and reasonable r a t e s  o f  growth 
of 1 ending t o  below-median-income households over  t he  nex t  f i v e  years.  



However, o the r  f ac to rs  t h a t  could s i g n i f i c a n t l y  o f f s e t  t h i s  Increas, 
I n  the  est imate o f  HG demand are r e s t r i c t i o n s  t o  HG e l i g i b i l i t y  tha t  
a re  proposed as p a r t  o f  the  HG-003A program expansion. One proposal 
r e s t r i c t s  H G - e l i g i b i l i t y  t o  those HFCs t h a t  have no ready access t o  
s i g n i f i c a n t  amounts o f  furWs from pub1 i c-sec tor  parent  compani e s  o r  
a f f i  l i a t e s .  

On ne t ,  e f f e c t i v e  demand f o r  HG r e f i n a n c i n g  i s  l i k e l y  t o  exceed $50 
m i  1 1  i o n  over the  course o f  the  HG-003A expansion program. The exact 
l e v e l  w i l l  depend g r e a t l y  on the  cont inued pace o f  expansion o f  the 
housing f inance sec tor ,  as we1 1 as on the p rec i se  condi t l o n s  t h a t  a re  
determined f o r  HG e l  i g i  b i  1 i t y  du r ing  the  HG-003A program expansion. 

Au tho r i za t i on  o f  the  HG-003A program expansion i s  expected t o  occur by 
September 30, 1991. Disbursement i s  expected t o  occur f o r  the f i rs t  
HG-003A t ranche by e a r l y  1993. Upto four  tranches a re  expected t o  be 
d isbursed over t he  l i f e  o f  t he  p r o j e c t .  The HG-003A program expansion 
i s  expected t o  be completed by September 1996. 

The DA g r a n t  i s  expected t o  be o b l i g a t e d  d u r i n g  the  first q u a r t e r  o f  
FYI92 and t o  be a v a i l a b l e  f o r  funding d u r i n g  the  second q u a r t e r  o f  
FY'92. 

Deta i  1 s  o f  the  proposed Impl ementat ion a re  as f o l  lows: 

Nego t i a t i ons  w i t h  NHB on amending the  HG By 31 December 1991 
Program Impl ementat i  on Agreement, and 
e n t e r i n g  i n t o  a new Program Agreement f o r  
DA ass is tance completed 

Con t rac t i ng  f o r  the  U.S. firm t o  p rov ide  By 31 March 1992 
management support  serv ices  completed 

Second HG-003 l oan  t ranche d i  sbursement By 30 June 1992 
comp 1 e t ed  

Commence a c t f  v i  t i e s  under t he  program By 30 June 1992 
management support  c o n t r a c t  

Implementat ion P lan  approved by A. I .D. By 30 September 1992 
and NHB 



First Annual I n t e r i m  Eva luat ion  completed By 31 March 1993 

F i r s t  HC loan tranche disbursement completed By 30 June 1993 

F i  rs t Amendment t o  Imp1 ementation PI an By 30 June 1993 
approved 

Design o f  Model 1 ending programs completed By 30 September 1993 

Second Annual I n t e r i m  Eva1 u a t i o n  completed By 31 March 1994 

Second HG loan tranche disbursement completed By 30 June 1994 

Second Amendment t o  Impl ementati on Plan 
approved 

Th i rd  Annual I n t e r i m  Eva luat ion  completed 

Th i rd  HG Loan tranche disbursement completed 

Thi r d  Amendment t o  Impl ementat ion Plan 
approved 

Fourth Annual I n t e r i m  Eval u a t i o n  completed 

Four th  HG Loan tranche disbursement 
completed 

F ina l  Eval u a t i o n  completed 

PACD 

By 30 June 1994 

By 31 March 1995 

By 30 June 1995 

By 30 June 1995 

By 31 March 1996 

By 30 June 1996 

By 30 September 1996 

30 September 1996 
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I-IOUSING FINANCIS SYSTEM PROGRAM EXPANSION 
PROJECT DESIGN SUIMMAKY LOGICAL FHAMEWOKK 

N A R R A T I V E  VERIFlADJ.1:' MEANS O F  I M I ' O H T A  N'I' 
S U M M A R Y  INDICATORS V E R I F I C A T I O N  ASSUhI 1'1'10 NS 

Illrogrrm P Sector Coal: 

h o u s i n g  condi t ions  o f  
l o w - i n c o m e  households .  
Project Goal: 3.0 increase 
the  a v a ~ l a b i l i t y  of  f o r n ~ a l  
hous ing  f ~ r ~ a r ~ c e  t o  low 
i n c o m e  h o u s e h o l d s  
n a l ~ o n w i d e .  

Measures uf Coal 

funds lent Tor housing by 
the formal  pr ivate  sector .  
Increased  b o r r o w i n s  by 
low- iaconlc  h o u s e h o l d s .  

studies. Project records. 

A s s u m p t i o n s  for 
:~chieving_g_u;~!--~~rg~!s: - 
T h a t  i n c r e a s e d  
avai labi l i ty  ul' I o r n ~ a I  
housir tg  f i r ~ a l t c e  wrll 
resul t  in  i ~ ~ c r r a s r t l  
b o r r o w i n g  by l o w -  I I ICOII IC  

I~uuseholds .  ?'hat 
increased  t)orrowlrrg wrll 

I improve  !he h o u s t r r ~  
condit ions oi low lacoine 
h o u s e h o l d s .  



Project  Purpose: 
purpose bas been 
arbieved: End of Project 

To  promote the ,: 
increases by Z O A  per and distribution of 

below median income !heir branches; sludies of 

development of  a 
f i n a n c i a l l y - s o u n d .  
market -or ienied  housing 
finance system which 
makes  long-term shelter  
finance available 10 a 
wide range of 
households- including 
those bclow the tncdian 
i n c o m e .  

Assumpl iuns  for 
achieving purpose: 

. - 
That the  forwal f~nmicial  
sector will pelmil ncw 
tIFCs to operate in a 
f inancia l ly  soulid 

Iprogram; 4) Volume of Ihouseholds; etc. 

borrowers. as a 
percenlage of  lotal loan 
volume. i ~ ~ c r e a s e s  by 10% 
lo 15% per year; 3) 
Number a f  recognized 
HFCs doubles over life of 

loans to below ~ncdian 
Income households 
doubles over life of 
program; 5) loan volume 
of 11DFC. a s  a percentage 

I of total loan volume for all 
I1FCs. decliues by 15% per 
y e a r .  

f inancial  structure. 
soundness; nlarkct 
shares; loan colleclion 
rates; tenns of loails a d  

manner. Thai s u f l ~ c i e ~ ~ t  
demal~tl exists  in the 
target population to 
support systr111 e s p a ~ ~ s i o n .  

types of facilities; volurne : 

of lending to low incon~t: 



Outpu t s :  Magnitude o f  Outputs: 1 Assumptions fur 
?thieving OU!IIU!~_: .- 

I) IIFC housrhold savings For indicators 1. 4. and 9) 1) Growth of housicr!; 
Monitoring NIIR's I finance systrln will be 

u 

l~xpa i lded  tralnlng (recogelzed 1IFCs trained; 

I derived from household 
savings. 2s a share of 
iIFCs' total resources; 2) 
Increased resources 
derived from market- 
oriented sources. as a 
shale of NIIB's and HFCs' 
total resources; 3) Access 
by [IFCs to a newly 
evolving secondary 
nlort_eage market; 4) 
l~rcreased nunrbcr of  
rccoenized 11FCs; 5 )  

- 
as percentage of total 
resources; 2) NHB & llFCs 
marke t -o r i en t ed  
resources as percentage 
oC total; 3) Number of key 
pre-conditions for 
secondary market 
development; 4) NIIB 
doubles recognized HFCs. 
IiFC branch ol'fices 
increased; 5 )  Ongoing 
fee-based [raining 
modules established. 

avdilable 10 1II'Cs; - 6 )  
Increased ~narke t -  ' 
oriented lending by other 
Housiag Finance 
Institutions; 7) lntproved 
hous~ng  finance system 
supervis~orr by NIIB; 8) 
Support for i n ~ r ~ a r i ~ ~ g  a 
housing finance :fade 
association; 9) Increased 
share of H I T  loans to low- 
income households; 10) 
Increased access by 
informal sector fanulies to 
formal sector housing 
finance institutions. 

- 
rlig~bility I ' t~r  I r o u s i ~ ~ ~  co- 
op lenders; develop trade 
association. 3) S~tlq~ly of 
Irousirrg f r ~ r a ~ ~ c c  to low- 
IIICOIIK houselrolds w ~ l l  
cspand by lncrrastrrg 
access of low -~eccme 
borrowers lo loa~rs 1ro111 
HFCs;access ol i~r torrn~l  
sector fain~lies lo iorrn;rl 
sector h o u s ~ ~ ~ g  I I I I~I I ICC 
i n s ~ i t u t i o r ~ s .  

leporling generated from 
its MIS; 2) An 
examination of NllB 
financial records and 
audited annual reports; 
for indicators 3. 5. 6. 7 and 
8)  monitoring program 
in~plerneu~at ion activit~es 
and evaluatio~rs; 10) 
Evalua~ion of n~odcl low- 
income lending programs. 

6 )  Co-op  housing lenders 
included or excluded as I1G 
eligible sub-borrowers; 
7; IMIS repons on 
~ecognized HFCs. NilB 
supervision extended to 
classified iIFCs; S) Trade 
association formed; 9) 
Number and volume of 
HFC loans for low-inco~r~e 
borrowers. as a share of 
total lending; 10) Nuruber 
of informal sector 
households wrth loans 
from fornral sector 
housing finance 
inst i tut ions.  

sustained -by: IIFCs' 
attracling ~ n o r r  Irousehold 
savings; Nll Is's inc~r;ts~n!: 
access 10 I I I ; I I ~ K I - ~ I I I C I I I ~ ~  

lesources; ~nitiatron of 
secondary moltgage 
rnrrkel. 2 )  Numbcr o i  
~ u a r k e t - o r ~ e a ~ r t l  trousi~~o, 
I'lnance i r r s ~ ~ t u t i o ~ ~ s  wrll 
tx espa~rdetl by: Nilii's 
~mprovcd supervrslorl. 
es~abl~shei l  c;lpnclly to1 
sustair~ect I I O I I S I I I ~  I~nance  
trai~ring; dete1111111e ll(; 



( ~ s s u m p l i o n s  fur 
Iprovibirg inputs: 

indicalors. project I I) That NHB assiyns For all 
records 

l n p u l s  

I )  t1G loan funds; 2) NHB 
resource mobilizalion and 

lmplcmentalion Targel 
(Type and Quantity) 
1) $50 nlillion in 
additional housing 

borrower down pryments; 
3) DA grant funds for 
management suppon, T A  
and training. and 
evaluations; 4) NHB 
funding for program 
a d ~ n i n i s t r a ~ i o n .  

and evaluations 
guaranty authority. with 
disbursemcnts over 5 
years beginning in FY '92; 
2) $35 million in 
addillonal - resources 
mobilized by NHB and $15 
million in borrower down 
payments; 3) $4.3 million 
in grant funding over 5 
years to fund 
management supporl. 
lechnical assislance. U.S. 
and in-country training, 
and evaluations; 4) 
Minimum of $1.5 Million 
for NHB adminislralion 

$OSlS. 

adequate staff and ot l~cr  
resources; 2) that 
necessary agreements are 
concluded between A .  I .  D. 
and NHB. and between 
NHB and HFCs; 3) ~ h a l  lllc 
number of HITS 
recognized by Nl lB  will 
continue to increase. 



I .  I N C W S O  R f S O W E S  FQll THE HOUSIYG SECTOIL 

A. Increase household deposi ts  in  H C s  WCs & r i v e  an increbsing share o f  tkir 
t o t d l  resources frw household deposits; 
Ic.3: t h i s  shara ~ n c r r a s e  ay 5-7 percentage 
pa in ts  each year d a t i v e  t o  the  baseline 
estaDlisne4 as o f  January 1992. t o  in - -  
negotiatedl. 

!W demnstra'ces ?mgress on d l  scusslons 
ulth RBI on the 24-mnth mintmb-n o a t u r l t y  
on iiFC housebold savings deposits. 
i f  i t  i s  s h w n  t h a t  t h l s  s l g n i f  i c a n t l y  
a f f e c t s  tlr coopetit iveness o f  SFCs 

- (see grant  fumed study). 

Y8 i n i t i a t r s  d iscussion w i t h  R31 on 
re laxa t ion  o f  i n t e r e s t  r a t e  c e i l  imjs 
a? household aeposlts. 

m3 re laxes restrictions on  adver t i s ing  
f o r  recognized HFCs. 

me p e r n i t s  access o f  .om recognized 
WCs t o  o f f e r  the iiLA s c k .  i f  i t  i s  
shan t h a t  )I1As a r e  3n appropr ia t r  funding 
o c c h n i m .  (See grant  funded stuoies.) 

A l l  studies. TA and t r a i n i n g  o f  household 
savings supply and WC r r r k e t i n g  w thods  
evaluate data disaggregated by l e v e l  o f  
household incor, hwsho ld  composition. 
and yender o f  borrower. 

TA. TIUINING. SNOIESIGRUIT FUNDED 

1. Dcveiop too ls  f o r  :ffCs t o  tap the 
savtngs m r k a t  po ten t ia l  0 i  branch 
o f f  ices. 

2. Develop marketing SKraLegles an0 too ls  
f o r  WCs t o  m b i l i z e  nwsehold savlngs. 

3. Carry out  s t y y  on :he dera~wl f o r  tne 
HLA scneae and ru-no says t o  111credse - 
~ t s  ef fect lvencss a d  reouce 11s tmpact 
OII the l i a b i l i t t e s  ~i IR8. 

4. Carry out  a stuay 011 :l?e iac to rs  
a i fec r tng  demand f o r  d i f f e r e n t  types o f  
nat ional  ~ n s r i t u t t o n s .  e-g. pos ia l  
savlng s c n e ~ .  c o r c r c i a l  oanks. 
eutual funos. ecc. 



8. Fac i l i t a te  arwelcqnnt of ssiwklmy Sgl Ley precanfitrons t o  the deve loprn t  
a r tgage m r t e t .  d a secocrdav mrtgaqe m e e t  are 

f u l f i l l e d  i n  ordcr to increase the future 
l i ke l inood @f E t ' s  access t o  &sest:c 
a l o s z i e  kmr. 

C- lncrtase w m e t d e r i v e d  dmesf lc YI) increases i t s  share o f  resources f o r  
resources f o r  W ' s  r e f i l u m n g  p rog r r .  rcf icuncing gemrated frcr: - u r t e :  denencures (vs.  6overment 

bomisl; and 
- u t u a i  funds/pension fuMs, 
- mortgage bw ted  suu r l t l es .  

Y8 increases Vlc toul share o f  i t s  
resources obtained f r a  daescic.  u r t e t -  
oraented sources (by e-g. 10 percentage 
points per year: t o  Be negotiated). 

1. Clrry cur studies on growth potential 
of a r t gage  backed se:uri t ies. 

2. Develop strateqtes t o  i a c i i i t c t e  
secondary a j r t g r w  nark€: t r ansu t~ons .  

1. Carry out analysis of the feas ib i l  icy 
of the mutual-fund and pension-funds 
models f o r  r a i s i ng  resources f o r  WHB. 

2. Prepare r case s t d Y  o f  the experience 
of HOFC -11th mrtgage-backed securit ies- 
and implications f o r  i t s  future use by 
UHB. Carry our a stuoy o i  dcwnd f o r  
WCI securities. 

3. Carry out a study on s;ardardiza:ion 
of mortgage instruments f o r  wrtgage- 
backed securit ies. Estimate the i q a c t  
of a l tp rnat l re  mortgage s:aWards on the 
volume of standard1 zed mortgages. d i  s- 
aggregated ty level  o f  household coqos i -  
t ion, and gerder of borrouer. 

4. t a r r y  out r study analyzing the 
relat ioaship betueen HFC's costs of funds and 
the i r  current mortgage in teres t  rrtc schebule. 

5. Analyze the f e a s i b i l i t y  of using deantures 
f o r  r a l r i n g  resoumes f o r  the harsing sector. 



0. Ensure the ava i l ab i l i t y  o f  su f f i c ien t  
resources to meet NIB'S rcficunciy mos. 

of the #aster Program lmlenentat ion 1. Analysis of  NHE's refinancing program. 
' I P ) .  WHB provioes a plan fo r  

gemrating su f f i c i en t  resources to  w e t  
current and projecFed obligations tnrough 
1995 with par t icu lar  at tent ion to schemes 
l i k e  HLAs. This w i l l  be upaatea regularly. 

As pa r t  
In (?S 

W 3  d s u r u i r r s  i f  there should be cap on 
i.cffruncing. and whether the r e f i ~ l v i n q  
inrtrucwnt can be Used t o  encourage the 
c b i l  izat ior .  o f  o t m r  kinds o f  resources. 
e.9.. af ter  the f i r s t  three crores of  
ref imncrng p ro r l d t  r - e f i ~ n c i n q  an a 1 t o  l 
basis w i t h  increases i n  household aeposits. 

- .. I ( " ' I  



A- &welop ur l a a l  cccanical usis- a d  Operations of 3W registercd companies 
t ra in lng capacity to support u wm are r e v l w d  and help provlocd to 
prlrab? ! ~ x s i q  finance system. viable ones; 40 coqanles reorgan1 zed 

orcr  3 years Iaasel inrJan. '921. 

IM Develops t ra in in3 moules over one year 
(see gant-funded a c t i v i t i e s )  

T r a i n r q  provided to 40 recognl zed HTCs. 

W p r a i b l s  support t o  initiatives taken 
q MCs to form a Tram Association. 

a. Cossicer r e i i n r n c i q  t o  additional D c t s n i r r  ii housing cooperatives shoul4 
p r i i a te  sector ins;ltu:i~11s. be coasldcred e l  l g l o l s  fo r  16 funding. 

1. Develop fee based t ra in ing .ockles, n t h  
appropriate t r a i n ing  in i t ia t ions .  f o r  t ra in ing 
i n  India in:  (a) the ro le  of Board o f  
Directors i n  HFI: Oeveloprnt. ( b l f i s ca l  
accountabil i ty, I c )  developing r u r t e t -  
ing f a c ~ l i t y  f o r  savings and l e 3 i n g  
services. I d )  opening branches and 
managing branch services, (e) developing 
a m  using HlS systems. I f )  developing a 
capi ta l  base and diversi fy ing the loan 
por t fo l io .  and l g )  beveloping a custmer- 
KrVtCC o r~en ta t i on .  

2. Provide I n f o m t i o n  'and technical 
assistance f o r  es tab l i shcn t  &a HfC 
Trade Assoort ion.  

1. Revie* IUIB's c r i t e r ~ a  for  providing 
re f  i ~ n c i  ng t o  hoUSl ng f i .wnce coopcra- 
t i res.  cooperative bar*s and pr ivate 
c o l l r r c i a l  banks. 

2. Ocvelop c r i t e r i a  f o r  ident i fy ing  
f i ~ n c i a l l y  v iaole cooperative l ns t l t u -  
tlons. 

3. Study on h w  cooperatires reach la 
icror  households and uawn. Provide 
c r l  & r i a  f o r  any that  should be 
considered e l i g i b l e  f o r  ffi refimncing. 



C. m r t  policy cbaagcs a i c b  rill Progress m d e  on adopting leg is la t ion  by the 
strengueo p r i r a u  houstng fjmoce #Is ~ L J  streamline foreclosure procedures. 
i l t S t l K ~ t l 0 ~ .  

IOEI obtains powers to close WCs i n  
carer of near insolvency. 

Progress u d e  by WHB on r e w e s t  to RBI for 
giving )+ IB INCs  s o u  l a t l t u a e  i n  sett ing 
in terest  rates on loans. 



A. Dewlap  tbc informatiom om savings a d  Carry out  tro experimental lending prosraps 
leading -1s W: w i l l  a i l &  f o r u l -  f o r  lor- inctme. i n t o m l - s e c  t o r  households. 
secror f i ~ n ~ l a l  l ns t i tmt ions  t o  r e a d  
i a f o r u l - s e c w  b ~ s e n o l & .  a s  increase percentage (to be n e p t i a t e d l  

of D o r r o r r s  b e l w  median income. 
( b a u l i n c  - Jan. 19921 

TA, TIUIBIY(;. STUDlES/GlUWT F W D  

1. Develop a l te rna t i ves  t o  t r a d i t ~ o n a l  
underu r l t i ng  c r i t e r ~ a  (e-9. using 
group loan  guarantee m d e l s ) .  Estimate 
the i q a c :  of  a l t e r n a t ~ v e  u r i b c n r i t i n g  
c r i t e r i a  on e f f e c t i v e  O M n d  f o r  housing 
loans. d~saggreqated by household i ~ o u  
l e v e l  anO ccmposit ion and by gender of 
ind iv idual .  

2. I d e n t i f y  6 0 s  which could act  as 
i n t e r r d i a r ~ e s  betueen.HFts and la- 
incare. in formal  sector nousehola i q  
o b t a ~ n i n g  household loans.. 

3. Design and i q l e r e n t  a papr-based IIIS 
f o r  IClOs. A t  regular  in te rva ls ,  a ~ l y z e  
thc data describing the lending progrmr.  
roc io -econo ic  and acagraph lc  
charac te r i s t i c5  o f  benef ic iar ies.  s ize 
and terms on t h e i r  houslng loans. and 
repayment records. 

4. I d e n t i f y  HFCs r i l l ~ n g  tn participate 
i n  e x p e r i w n r a l  k ~ i n g  p m g r u s .  

5. Develop thc  i n s t i t u t i o n a l  a r r a h g a n t s  
f o r  SO-WC r o d e l  l e r d i n g  p r o g r u .  

6. Analyze t h e  f e a s i b i l i t y  to  us ing a 
M A  s c h c r  for lor-incou.infomb\-sector 
households. 



6.  Lbelop incentlwes tr, e w w  WCs YtB consideras es tab l l sh lng  a small guaranty 
to tern ta I a - t o c a r .  in fomal-sector  f u M  (e.9. SSW.000) t o  cover the f i r s t  105 
W S -  losses on loans made to lo.- lncme. 

i a f o r u l - s e c t o r  housenolds (see grant-funded 
w t i v i t i e s . 1  

USAID es tab l i snes  a se t -as~de  o f  a small 
p o r t i o n  1e.g. appmx. 1W. t o  be neootiatedl 
o f  n6 funds to re f inance  e l ~ g i b l e  loans -be 
to lou- lncae .  ~ n i n m a l - s e c t o r  households. 

1. Carry o u t  a f e a s i b i l i t y  study on the 
potcnt!al va lue o f  developlg a guaranty 
fund t o  support lending to law-inccnc. 
in io rod l -sec to r  households. € s t m a t e  
expected c t r ~ r s  on the  fund by household 
inccmK l e v e l  arA c a p o s l t l o n .  and 
by gendcr o f  i n d ~ v i a u a l .  

2. Evaluate the pros and cons o f  HHB 
e s t a b l i s h ~ n g  a guaranty fund t o  support 
the experimental lending pro;r%:. 
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A sigii~rical:: jrcponion o f  all l i l :n~icial tr;~~isnctiolis co~i! i r i i~es :o rake pl;lce outside rl;e 
r c r~ i la l  f ina~icial systeni. 111 ~ l i c  cnsc of liousirig f i~ i ;~ncc,  lor cxnniple, iess than 20 pcr cent of 
ricw housing u ~ ~ i l s  a x  f i r~a~iccd by ~ l i c  formnl Iiousirig f innr~cc syslc:i1. 

The formal seclor includes butlgctary allocntiolis o f  l l ~ c  cclitral a ~ i d  slate gdvernrwnts, 
f i~ ial ic ial  institulions such as the Li fe llisurancc Corporation (LIC),  the General Insurance 
Corporation (GIC), the Unit Trust of  India (U'I'I), co~~ in ic rc in l  banks and provident funds and 
the public scctor housing liliallcc ilisri~utions, I lous i~ ig  ; I I I~ Urb;ln Dcvc lop~ i ien~  Corporalion 
Limited (I-IUDCO), nlid llie Nat iol~i i l  I lorlsilig i3;rlik. 

Many of [lie spccializcd l lousil~g filinlicc i l ~ s l i l ~~ r i o l i s  uj i u l i i i l  rccc111Iy linve bcer, heavily 
J e p c ~ ~ d c ~ i t  011 gclicrnl fil i;~licial instituriolis. l o r  f i~ lal ic inl  rcsourccs, e i~ l i c r  by way o f  loalis or 
by way o f  subscripliolis l o  tlieir dcbcl~turcs atid bonds. Nu re  recclitly, they have been able to 
u b ~ a i n  rcfinancirig from NI IB .  L I C  arid sctlcdulcd co~ i l l~ i c rc ia l  bulks c i~ l l c r  cll;wnel tlieir 
funds directly 10 individual bcncficiarics a d  or to tlic spccinlizcd housing Iillance institu~iorls. 

LIC i s  obligcd to ilivcst one-fourth o f  thc 11ct xc rc t ion  to i t s  colivollcd funds ill socially 
or icn~ed sclicnl:s . housi~ig, elecuicicy, water supply, sewerage and road rransport. This i t  
does by extendiiig loalis 10 primary and apex coopcrarive housing finance societies and.!o 
stale goveniliicnts. LIC i s  tllc prilicipal sourcc o f  f inn~ice l o r  housing cooperatives. UTI and 
GlC routc [heir filianccs exclusivcly ~ l i rougl l  i~itcniieclinries, principally HUDCO, Provident 
funds, on the orllcr hand, deal dircctly w i ~ h  bclicficiaries. 

In  1987-1988, the last year for which coriiplcte figrlrcs for [lie systcnl are avnilable, lolnl 
fonnal sector housirig invcsment t o t ~ l c d  Rs. 116.3 billion. 1'11~ formal l iousir~g finalice 
s y s t m  providcd approximalely 22 pcrccnt o f  this or Rs, 25.3 bil l iol i .  As table C-1 indicares, 
\lie GOI, provident Twids and insurnncc cornpnliics wcrc 11ie Iargcs~ contributors to this 
~l i iuket.  HFC  loans accoulwd Tor oli ly 10 pcrcelil o f  IOMI Iiousing finnl~cc, but have since 
grown significalitly. 

CUIIIIIICI*~~;~ I ~ ~ I I ~ s ,  ' 1 ' 1 1 ~  Rcscrvc I?;III~ or 11idii1 (Rill) Ii:is b x t i  ~ i i : ~ k i ~ i g  n111i~al crcdir 
directives lo ~ l i c  cn~ i i~ i i c rc i ;~ l  b;i~iks lor  Icl idi l ig 10 tlic I i o ~ ~ s i ~ i g  scclor. 'I'lic nllocntion fins 
iricrcased from Rs .1 .5  bil l ion in  1987 lo  Rs.2.25 bil l iol i  in 1988. For the year April, 1989 
March 1990, the banks wcrc asked to lend 1 .S pclccrit of  tlicir i i icrc~uen(i l l  deposits, that is, 
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about Rs. 3.6 billion, wit11 incrcasi~ig ccirpllnsis or1 dirccl lclldillg 10 beneficiaries. As bnnk 
deposits have in  tlie rccerit past growri a1 tlic rate o f  17 pcrcenc per aririum, banks wi l l  
continue to have a nmjor rolc to play iri tlic iiousing fi~iance sysrcrii unlcss [lie system of 
dircctzd credits clinnges. 

The lending n o r m  for liousir~g loaris by banks have also bcen revised in consultation 
with the NHB. U~ider the revised nonns, effective Novcciiber 1988, margins have been 
rcduced; in'tercst rates on loans in the ranges o f  Rs. 5,000 to Rs. 20,000 and Rs. 50,000 10 Rs. 
100,000 reduccd; tlic ycriod o f  rcpnyrnent ex~cnded froin 10 to 15 years; and banks have been 
givcn t1:e discretion to fix the i~ ls t i~ l l~ i i c r~ ts  011 a gradui~tctl basis. Wllerr. mortgage o f  propcny 
or govcrnnienl gunrarilec i s  nor availnble, bnriks liavc bccrl pcnnitted lo Rccept other forms of 
sccurity. Bank crcdit cnri now be extcndcd for additions, repairs and al~eralions. Banks have 
also been asked ro Ic~ l r l  to public ngclicics for ncquisitiori lrrrd dcvc lo~~~i icn t  of land and lo 
private buildcrs for colis\ruction. More receidy the banks l m e  bccn selling up subsidiary 
housing finance con~panics and o ~ i e  o f  thcm, CanFin i s  [lie most active HFC next ro HDFC, 

IIUDCO, 'Thc l lous i r~g  arid Urban Devcloprricrit Corpornlion, Ltd, (IIUDCO), set 
up as a wholly-owr~cd company of t l ~ c  GO1 in  1970, r:iiscs rcsourccs by way o f  debentures or 
bonds, subscriptions to which are nwdc by L lC,  GIC arld schcdulcd cotn~iiercid banks by 
virtue o f  tlicsc bcing gunraiirccrl by GOI. I IUDCO firinliccs Sta~c lior~sing boiuds, 
rlcvcloy~iwnl autliori~ics CIC. TIIC 11irus1 vf Irousir~g f i r i i~r~cc v f  1,IUDCO i s  lowards tllc lowcst 
irlconie groups. Fi fty-fivc pcrccnt o f  I-IUDCO's fu~ids arc rlicant for [kc lowcst categories. In 
rcrms of dwcllirlg units, 90 percent bcriclit r l ~ c  lowcst two groups. 

HUDCO Ii;ls co-financed wir l i  the Wurld Jlnrik urb;rn rlcvciop~iicnt projects in Mntlhya 
Prndcsll and Tamil Nadu. I~unlicr, i t  llns sccurcd assis~acice from Gcrtllari aid for low-incoriic 



i l ~ ~ ~ s i r i g ,  Ocsidcs firinncilig I i o u s i ~ ~ g  I c a ~ i . ~ ,  t l ~ c  c ~ ~ l ~ ( ? r a ~ i o : r  rcrdcrs rccllnical scrviccs suc!~ a s  
nrc;lqi~lnririing, p l~ys ic i~ l  a ~ i d  social i ~ i f r a s t r ~ ~ c t ~ ~ r c  p l ; ~ r i ~ ~ i r g ,  I;1yo::t arid nrcllitccturnl p ln~ ln i~ :g  
c!c, 11 nlso suppul~s project riin11agcll~crit, coriscrvntinn, supply of  building niatcrials nnd 
rcrcnrch and trainirig i t1  a l l  nrens rclcvarit to 11111i ia1 i  sc! [ lcnlc~~ls.  f IL'DCO's annual 
drsburscriient hns rcxlred [llc ordcr of  Rs. 4.3 bi l l ion. 

Coopcralivc f ir~nlrcial i l ~ s l i l u l i v ~ ~ s .  A large r i u ~ i ~ b c r  o f  r i~inncial inslitutioris in India 
iirc cooperatively owned. T l ~ e  nlost i r i ipr tnnt iris~itutions ill corlnec:ion with housing finance 
are the systcnis o f  coopcrntivc banks nlid coopera[ive Iiousirig f imncc societies. Each 
cooperative system is orgatiizcd in n pyramid slrtrcture, with ir~stittrtinns at the narional, stare, 
dismct, and pritiiary Icvcl. The regiori in their title rcfcrs only lo the geographic r tgion 
witliiri \vliicIi they opcrate, and not to o\vriersliip. Coopcrntivcs are not government-owned 
iristitutions; rntlicr the cuopcrntiVcs at c; ic l~ lcvcl arc ow~ l cd  by tlic cnopmt ivcs a1 Ilic ncxt 
lcvcl  below; primary cuo~~crnt ives have ind iv i i i ~~a ls  ns nicr~~bcrs. . 

I"JIdD finariccs coul)erntives ;I[ rlic stnrc Icvcl. I t  t lcc~i is i r is~i t i~l iur is nt various lcvcls ns 
"scheduled" i f  llicy rilccl ccrmin r~ l i r i i ~ l l n l  cri~cri;l.' ,411 scl~cdulcd coopcrnrives a n  eligiblc fur 
direct refir ial lci~ig fro111 NI ID; ill nrlditio~i, utisclicdt~led primary cuopcrntives can obtain 
i~ id i rcc t  r c f i ~ i n ~ i c i ~ i g  i f  tlicir stntc apex coopcri i~ivc is sclicddcd. Despile the lax criteria, only 
14  o f  [he 28 Sl;ltc Coopcrntivc Banks arid orily 14 o f  the 1,400 priliiary coopcrali~es are 
schcdulcd. The critcria for l i o u s i ~ ~ g  loans made through the 25 stale Iiousing cwperative 
sociclies arid 44,000 prim:lry cool~critt ivc Iiousirrg socictics nre cvcr~ lwser,' but informalion 
or: tlic number of scl)cdulcd org~nizat ions is riot rcndily avnilnblc. - .  

Each state has n Slate Co~lpcrativc I m J  Dcvclopriicnt Bank (fonncrly known as an 
Agricultural and Rwnl  Devclop~irent Rnrik). La~e ly ,  rllc agricultural finance focus o f  these 
orgnnizatio~is has b c e ~ ~  wiclcncd lo i~ic lut lc rurid Iiousirlg fi~innce. Land developrnelit banks 
piall to ~ i iob i l izc  sourccs o f  fu~ ids t l~rougl i  i s s ~ ~ n ~ i c c  o f  ~tlorlgngc-bncked Spccial Rural l iousing 
Dcbcriturcs (SRI.IL)s), w l~ i c l i  arc guar; l~~tccd by r l ~ c  stiitc govcrnliiclit i n  terms o f  rcpaynxnt o f  
p r i ~ ~ c i p a l  a ~ l d  pnyliicnt o f  i~itcrcst. Critcrin for scheduling [Iicse ins~itutions i s  also loose, and 
i ~ i f on i i n t i o~ i  on [lie nu~nbcr  tliar arc scllcdulcd i s  lior rcadily nvniiable.' 

' Rcfi~iancing is aviiili~blc to statc coolrcretivc banks dr ; i~  Iiavr. Iimrsinp loan rccovcry pcrfomance of at lwt 
85 pcrccnt of 111c t o ~ d  volllmc of tlrcn~sclvcs and dicir w l w  lrrininry coalxrntivcs (I~owcvcr wilh rqard lo Lhcir tom1 
lorn pcrforniancc, rccovcry Inlist cxcccd only 40 pcrccnt or tllc I O L ~  10311 volurnc a d  80 pcrccnt or Ihc tool s w c  
i ~ n d  prilnnry loan volunrc). Scl~cdulcd pr i l~ lnry coo~ra~ivcs ran Lrc rcfinnnccd dircclly if thcy mcct Ihe 85 prccnt 
rczovcry talc on lrousirig lonns and 80 pcrccnl ON a l l  lonns. (Sowcc: Nl In nombny) 



O v c r \ h v ,  Tllc NI  I D ,  cstnblisl~cd under rhc Narior~nl I!ousing Bmik  Act of 1987, 
C O I I ~ I I I C I I C ~ ~  opcr;~~iorls ill J u l y  1985, 1c luric~iorls as arr ajcx Irousir~g fi~rancc institution arid 
i s  \vliolly o!vrlcd by llle Rcscrve Bank uf Itidin (RBI). Ac rhe citric 1-IG.003 was aubot-izcd, 
NJ-ID had just becri rur~ned. Support lo ~ l ic  NI !D to hclp nchicvc ics objectives was a major 
conlponent of thc HG-003 program. 

YHD is tlie principal ngcllcy that promoccs rlrc cxpnrisiori of a ~nnrket,oricntcd housing 
finarlce system. 111 this co~ltcxt i t  is nlso tllc rcgulnrury and s~rpcrvisory irtstilulion for housing 
firlarice conlpanics, i t  wi l l  raise its own resources arid i t  will provide refinancing for specific 
programs to approved institutions. I t  will nlso be able to provide up to 20 percent of [he 
cquity c;ipital il l  selccrcd ir~stiru~iolrs, Whilc sorric of 11lcsc ftrr~ctiolis niay appear to be 
sornctvlia~ i l l  corlflict .- for cxalirple, s~~pcrvising irlstitr~rio~l in wliiclt i t  holds an equity, the 
brwd rnngc of ruwliorls is dccr~~cd ~lcccss;~~:y. ; I I  Ic:~st i ~ l i ~ i ; ~ l l y ,  I O  povidc rlic llcccssnry 
illlpc~us to get ~lris ricwly-fot~lii~rg i ~ ~ d u s u y  off I ~ I C  gt.uw~d. 

As all apex irrstitir~ion, N I  ID dvcs not lend directly to howdrolds or developers, but 
rnrlicr operates tlirorrglr existirig fi~r;~ncial institutions, irrcludirlg co~ilnrercial banks and 
specialized housing f i~~ancc  cou~parlics (IFCs). 

Consis~eut with the GOI's sliifr in appronch to tllc Iiousing sector embodied in the 
Eig l~r l~  Five-Year Plan (1990-1995) (111c actual start of the Plan has been delayed due tointer- 
im governliier~rs), tlic'~1-113 is trying to itnplerticrrt a ncw vision of [he housing finance 
system. N f i B  cnvisiorls the govcrnlncnt ncting as mom of a facilitator of resource 
~nobilizaiio~l and less of a direct participant, Irs vicw is rlrar local developrnent audrorities 
sllorlld restrict rllcrtts=lves 10 ihe prcpnration mid allocation of serviced sites. Construction 
and financing uf housi~ig shodd bc lcft to tlic lirorc efficierit praclices of t i i t  private seccor, 
inclrdirig tiorrsclrolds, cli~plvycrs, and dcvclopcrs. 

Tlie National I Ious iq  Bank was crentcd at a poi111 in  time wlicri tlic housing finarice 
sysrcrn was fairly prilliitive and had two clear cliirr;rctcristics: i t  was Iicavily dominated by 
govcrnrncni bodies, arid i t  was dclivcririg a low volurlle of finaricing for home purcliase and 
niucli less for Ilousing developr~icrlt by thc p r iv i~~c  sector, I iowever, at the same time, Rn 
innowive  pr iv~te  Iiousing finance corr~pariy - -  the IIousirig Devcloprnenr Finance Corporation 
(IdDFC) -- lind been dcrrlonstrati~ig for a decade what could be dorre by a priva~e f i m  if i t  
w q g i v e n   modes^ latirude to opcratc i n  [lie firmcial niarkets. A major part of NIlB's 
~irission is lo foster ~ h c  creatiort arid growth of additional tlFCs as a vehicle for expanding the 
nvailnbiliry of liousitig finance and support of rhis rnissiun is thc Iienrt of' the USALD 
program. s x  

As of Ii111c 1 ,  1989 rlic rcgrrliitory powcrs cor~ccr;iiug I IFCs \vcrc ~rnr~sf'emd frvrn RBI  
to NI4B. I:I this corrr~ec~ion N I f B  issued forli~al dircccions effective Julie 26, 1989. Tb 
tlilccrio~is errco~irpass deposit accclmncc xtivirics of IIFCs that are rcgistend with the 



Rcgirtriu of Colilpnriics ; I S  colirpn~iics \vliosc 111 11iiary b~~sincss  i s  the ~rovislo~i of rinancc fcr 
Iiousil:g, Of m j o r  iliiporcnnce is sccrirlg tlic ~tlaxirtlcrrn r;llc uf ir11crc;r lhar cnn bc paid by 
I!FCs Tor dcposit m1d the 111i1lilw111 nlld 111nsilllu111 I C I N ~  of Oic (Icp~sit .  (Sce Annex C-2) .  
Ciir ; .c~~~ly rhc ~iinxi~iimi r;ltc of i~ilcrcs~ 1 I i i 1 c  c;111 bc paid for dcposi[s i s  14 perccnl nlid [tic 
lcrlli rllust ~ior,iially kc rilorc !11mi 24 I I ~ U I I I ~ ~ S  up to a m ~ i 1 i i u 1 1 1  of Q J  :iion~lis. tctiding rales 
on housing lon:is are n c ~ u a l i y  sel by I I I C  R B I  n ~ i d  which ,  ~liercforc, affect tlie refinancing 
progrxm of NI-IB describcd below, Currcri~ lending ratcs are lislcd i n  lnblc C.2. 

Scl~cdt~lc o f  Per~i~issible I ~ i l c r e s l  Rntcs or1 flousirrg Lonns 

Up lo and irlcluding Rs.7,500 
Rs. 7,501 lo Rs. 15,000 
Rs. 15,001 to Rs. 25,000 
Rs. 25,001 to Rs. 50,000 
Rs. 50,001 to Rs. 200,000 
Rs. 200,001 and ovcr 

Nolc: Tlic ralc of i111crcs1 will bc rclalcd to tlic ful l  arilounl of loan and is no1 011 slab basis, i.c., 
dirfcrcnt iritcrcst raks !lo not apply lo scparatc conipncnls or a loan. 

N H D  has I ~ Q  officcs, O I ~ C  lucnled i n  New Dcllii and [lie other i n  Bornbay. The New 
Dellii office handles policy and devclop~nc~i~al  activities nnd tlie Bombay office deals wilh h e  
firiaricial operations and reguln~ory work relating to housing finance institutions. NHB is lhus 
3 wholly-owncd subsidiary of the R n l ,  wliicli tins nssumcd its regulatory and supervisory 
funclions from RBI, n~id Iias obtained Inany of its staff nicmbcr from RBI .  

NIII3's lclldi~ig progrartis. NIID's lc ldi~ig progrnlns tnke the form of refinancing a 
spcciiicd seI of progrnms lo eligiblc ins[iru~ior~s. The primiuy lcnding ins~irutions eligible for 
refina~icc from NHB we: Scliedulcd colnlncrcinl banks; Sclicduled Stale co-operalive banks; 
Sclicduled urban co-opcrativc banks; S[a[e levcl npcx co-opcradvc housing fitlance socicrics; 
and NFCs. 

To pursue ils prograrns NI-IB has issilcd guidclilics for ( i)  tlie promotion of I.IFCs, ( i i )  
filial~ce of land dcvelopient arid sliclter projects (which cnn be tlndcrtakcn by public 
agencies, co-oper;l[ive socic~ies and profcssio~ial dcvclopcrs), ( i i i )  financing rental housing 
projccts to be untlcr[akcn by enlploycrs in the organized sec~or for low-i~icomc employees, 
and (iv) supporti~ig builtlirig nintcrinl prnjccts tliro~~gli cquiry invcsmcnts. Sumtiiaries of 
11icse program arc contairicd in At:ncx C-3. Ilowcvcr, the USAID program is focuscd on the 
prou~orioli of 14FC; nlid tlic finailcing or rcsidcn~ial liousi~ig particululy aimed at  low-income 

1 , 



borrowers, I4ousi1ig buil l  in co~ i~ i ec~ io r l  will1 projccls ri~:;lnccd ucdcr 1l1e I ~ n d  dcvciopirrcnt 
;lid s l l c lw  progrnrii couid !JC cligiblc Tor other L'S/\ID lirlnricing. 

iV11B's s!;ll;d;l:rl rcfi~lmicjr:g progr im c r ~ ~ ~ c n t l y  cn~ai ls  100 pc:ccril refinancing o f  dirccr 
Iclnris up :3 Rs. !'30,900 11iadc for i l i e  acquisiiiun o f  c o ~ i s t r u c ~ i o ~ i  o f  riew housing uni!s u.i:h 3 

built-up area of 40 square rrTlcrs or tvl~erc [tic c o s ~  of [lie  nit, excluding land, docs not 
excc:d Rs. 200,000. (loans eligible for disburscnierit agairrsc the f iG Prograrri have bceri uritil 
IIOW all 1 1 1 0 s ~  u p  10 Rs.50,000, a proxy for 11iosc loa~is nffordnble 10 rncdian.income 
Iiouscholds). 111 ;ltlrlilion [u new cor~s[ructiori, N I  ID wi l l  rc l inn~icc loans up ro Rs. 30,000 for 
ujrgrndirig arid rii:ljor rcpairs, irrcspccrivc o f  tlic h o w  s i x .  

NI-IB's i r i ~ e r w  rates on refinance c u r r c ~ i ~ l y  range bctween 8 arid 14 percent. Borrowers are 
cli;~rgcd bclwccn 10 lo 15 pertcrif; 11ic Inltcr k i n g  govcrricit by llic R01 directions (see lnblc C- 
3). Thus, rile spreiid bctwecri i ~ i r e l w  rilles or1 rcfiri:~r~cc  rid ~ l iosc on retail loans i s  2 pcrccnl for 
housing loari: 'c '1 Rs. 25,000, 1.5 percent for I iousi~ig loa~is bcrwcen Rs. 25,001 and 50,000 arid 
1 pcrccnt for $1: loi~ris abovc Rs. 50,(X)O. N l  Ill I ~ i s  ;llso cx~cr i t lcd its rcfiriar~ce window lo 
I IITs for ~ i r iar ic i~ ig  various land tlcvelopliic~ic a d  sliclrcr projcct sclieliles, describcd i r i  tiiorc 
dcu i l  in A l i ~ i c x  C-3. 

I l i lcrcsl Rnlcs on N l l n  Rcfir~ancirig 

R ~ I C  of fnrcrcs~ (pcrccnl pcr annum) 
To borrowcq Rctinancinn bv NHB 

Up to Rs. 7,500 10% 8% 
Rs. 7,501 co Rs. 15,000 11.5 9.5 
Rs. 15.001 to Rs. 25.000 12 10 
Rs. 25,001 ro Rs. 50,000 14 12.5 
Rs. S0,OOl to Rs. 200.000 15 14 

Finally, NI4B wi l l  fully guaranrcc rcf inanci~ig o f  loaris rnade under a contractual savirigs 
program known as the I , Io~ne Lonn Accolrnt (I-ILA) Sclierilc, offcred by co~n~nercial  banks and 
approved HFCs. I-ILA is a loan-linked sclierile for a tliree- or f ive-yew period paying 10 percent 
i ~ i ~ e r t s t  co~npounded annually to the paniciparils, l4ousing loans are available up to some 
multiple of savings, as show11 in ~ab lc  C-4. N o ~ c  rliat lhc ilrlerest rntcs on these loans are 
so~iicwhat below tliose charged on standard loans. 

A l ~ l ~ o u g l i  NI.II3 iicscribes h i s  program as a scl ic~i ic by wli icl i  NIIB wil l  niobilizc a 
s i g ~ ~ i f i c n l ~ t  portion o f  its fu~ ids  froni I io\~sclinld savings, in  fact, I [LA generates a net f\rture claim 
on i ~ s  resources and thus rcl:rcscnrs a l i o~ l~c r  program against wli icl i  i t  providcs refinancing. An 
cligiblc instituiiori that offers HLA accourils lins use o f  rhe furids during [lie contract period. A t  
the time o f  ii::irtrri~y, participants apply Ihe funds i n  tlie account toward a down payment. The 



Lonn ns a hlulliplc RJIC or Inlcrcs[ 
o: Acculnula~cd Saviligs Arnou~ll or Loall (Rs.) f p x  anrtum) ...................... .................... ........ 

4 linics up lo 50,000 10.5% 
3 [ i m s  .SU,WI to 100,000 12.0 
2 I J I ~ C S  /' 1 oU,001 10 200,000 13.5 
1.5 titncs 200,W 1 nlitl ;~l>ovc 14.5 

NIJD's resources, NIdD's nl~ttlurizcd sll;~rc capital i s  Rs. 5 bill lor^ ($192 rriillion), of which 
Rs. 2 billion ($ 77 rnillion) i s  paid up. Nf lB  can raise rcsourccs in addition ro i r s  capi~nl by isw- 
irig bonds and debentures arid borrowing from RBI ,  i ( s  parcnt; ccntral govemment.approved 
inslitulions; and external agecicies. From RBI,  NHB can obtain both short-term furids not 
excceding !8 nlon[lls, and long-~cni i  loans from  he Natio~ial Housing Credit Long Tenn 
Opcra~ion Fund. Extcnlnlly, N l l B  i s  rccciving fu~ids tlirough rhe IIG Program and [lie Japanese 
OECF (see Annex C:5), Table C-5 indicates sources of furids for the nine-month period from 
July 1, 1990 through March 3 1, 1991. 

.............................................................................................................................. 
lnlcrcsl Rnlc Amounl Pcrccnl 

Sourcc - h(niual) (Crorcs) of Toral 
Capilal (RBI)  50. 12.8 
Profit 21.6 5.5 
Borrowings : 
RBI-Long r cm 6.0 . 50.0 12.8 
Operating fund 
GO[-guarankcd bonds 1 1.5 50.0 12.8 
Cnpi~al gains bo~ids 9.0 43.2 11.1 
I,I C 12.0 171.0 43.7 
Misccllaneous . I 4.8 1 .O 
Total , 390.6 99.7 

* inlcrcst riiIC no\ know~i. 
Nolc: This lislilrg docs not illcludc llic Jnpnncsc loan or Uic first $25 million llG.003 loan. 



01ie of NHB's ~iinjor sourccs cf C I I I K S  111 I I I C  fur~:re I S  C Y P C C : C ~  1 0  k t  rlirol~gh :I:e 
isswncc of cnpilill &tins bo~ids. Tltcsc arc rhrcc yc;\r 9 Ilcrccrlr So~lds which offer [ n x  
cxcmprim to I~oldcrs on cnpirnl gnins nccruirrg frorti rhc silk of lor!g-rerrn capiral nsscrs. A 
dcscriprion of tl:c progrnlll i s  conrained ill A I I I I C X  C.6. 

NIlU's ol~crnliurrs lu  dote. To pul  writ pcrcpcc:ivc (111 Y1113's opcrnrinrls to date, ir I S  

uscful lo look at its rcfi~lmrcing dnra \cllic!l is  nvnilablc fur the pcricd through March 8, 1991 
Up to rhar darc, K l l D  had rcfirl;~nccd lon~ls tornliirrg Rs. 3,237 rilillio~i (8125 niillion) for 
14i,475 units. Of this, Rs. 1,706 millicn (S6G ~iiillion) was rcfi~la~~cirlg for I4FCs (excludirlg 
loans handled by HFCs but origirlnrcd by IIUDCO). This nnloutlfs ro some 52 percent of 
total N14B refirinncing, By conlparison, co~li~ilcrci;rl banks availed the~nselves of NHB 
refitlancing for less tlm one percent of individual unit loans (altliough banks did finance Rs .  
148 niillion ill In11d dcvclol~~ncti( ond sllclrcr lirojccrs for public agellcies). 

1-1FCs are public Iinii\eJ co~npn~lics rcgisrcrcd witli \he Regisuar of Conipariics (ROC) 
under the Conipanies Act. An HFC is engagcd ullly iri firialicial activity and its main 
business is in  providing loi~g-renii fimnce for thc co~lstruction or purchase of residential 
Ilousing. Seventy-fivc percent of nr, I II'C's ler)ding activi~ies riiust be addressed ro loans for 
housing. 

After rcgis~rntion, and designatioti as a11 I IFC by tlrc ROC, rllc IiFC's ngistration is 
forwarded to NIdB. N I I B  for:~ally clnssifics thc corirpnriy as nn IlFC nftcr nvicw of 
Jocrl~iicl~tntiori. U ~ d c r  N1 ID gt~idclincs, I IFCs ilrc dircctcd to 1nobili7.c mources mainly 
:Ilrcugli Iiocschold dcposi~s and to nlinimize borrowings from i~lsiitutions. Although 
classification gewrally docs not confer any d i~cc t  bc~rcfits oti an IiFC, i t  is important to tlie 
i4FC it1 e:tablirlg i t  to obtnio certair~ tax advxr~tngcs. 

Of more inlportnnce, Iiowcver, is for an I lIT to bc fonlinlly "rccogrrixd" by NIIB, 
which grants i t  acccss to [lie NbIB rclinancing prograni. I n  addition, NfdB recognition 
conveys ro investor and savers assurance of rile IWC's sotlnd~lsss and ilitcgricy. Recognition 
is bascd on an application and rcvicw by NIII3 for co~~lpl i i l~lcc witli its guidelines, and usually 
niust be substan[iarcd by an estnblisl~cd track rccord. Tlrc rcvicw can take sevcrnl months lor 
public or joint sccror filnls and lo~rgcr - -  up :o scvcrnl ycnrs -- for firms that arc defined as 
privn~e.' ' 

' NHB dcfincs a privarc scccor IIFC as onc wilh ovcr 50 pcrccnt of iu cq11i1y owncd by p r i v a l ~  S C C ~ O ~  inlcrcsu; 
a join( s w o r  rinn as will1 no morc llian 80 pcrccnc owicrslrip by  the public scccor; and a public scccor firm as wilh 
ovcr 80 pcrcc1:L owr~crsl~ip by d ~ c  public sector. 



!Is lloted in tl:c enrlier labic, l ll:Cs iicid ! O .  1 ;Icrccrlt o f  [orrlinl-sec!ur hu~lsing finn~lcc :I\ 
;38?.88. Ovcr the Ii~st lllrcc ycnrs, tl:c volulllc u f  I I F C  I i ~ t i ~ i ~ i g  fitinlicc iricrcnscd by 
nilproxil l~;l~cly GO percclit pcr yeiu, 111 199 1, t ~ ~ i ~ l  loal~s s;:~:ctioiicd by ~ ~ i n c  N1~B.rccogr~izcd 
I IFC; ro~ailcd Rs. 12.G billiori ($485  ~ l i i l l i on j ,  'I'lius, wli i lc I iousi~ig ilivcst~nenls by most o f  
rhc orlier fcr:i:nl secor Icnders in I luusi~ig has grown sigriificanlly, i t  i s  likely that the share o f  
[lie [oral r,:;v~et by IIFCs has irlcrcnsed above 10 lierccril ober tllc last three years, 

Sonie 300 f i n ~ r s  !rave 11ow rcgis:c:cd as I1FC.s nllliougI1 i t  i s  trot clew how many arc 
nc1:1~1ly furictiorririg. O f  ~ i i cse ,  only 3 1 havc Sccli forri i ;~l ly cl i~ssif ied by N I I B  arld o f  ~ ! i e  3 1, 
16 have bee11 officially rccogriizcd, (Two Iiiorc grc in process.) T w o  o f  the recognized finlis 
are public sector enlerprises, scveri arc joi~tc sector firr~is ard scven v e  considered private. 
Bolh finiis in process are joint sector finns. 

 nilli lion or $385 ~liousalid) to qunlify. Ncvcr~liclcss, 11ic growtl i  o f  [he industry has bccn vcry 
rapid. Virruaily a l l  CUCs with the cxccplioli of I I D K  wcrc foi~l idcd aftcr 1984; tlic 11G-003 
PP illdicates tlicrc were oll ly 30 HFCs in  Septclllbcr 1988, 

Several factors liave cor~tributcd to tllc g row t l ~  o f  this illdustry. I1DFC's vemcndous 
success in  tlic field has inspircd r ~ ~ u c t i  emulalion. I n  its fiscnl 1990-1991 year, HDFC 
~ i l l l ~ \ i ~ ~ i ~ d  loa~is to~al ing Rs. 8.1 b i l l i o~ i  and the cotlipany I i ;~d  an ilnpressive 33 percent return 
on equity in  1989-1990. The creation o f  the Nl,il3 Iias also encouraged entrance to the field. 
Many potelitial ilivcstors viewed the NI4B's f o u ~ ~ d i l i g  as an indication that [lie GO1 wotl ld 
increasmgly be targeting the liousilig finance scctor alid thus ~ l l a t   lie profitability o f  Lhis 
scclor would iniprove, Scvernl co~i i l i icrc ial  banks Ilavc crciltcd IWC subsidiaries and more 
arc u~ idc r  considcrn~ioli. In ndd i~ i o~ i ,  rlic riinjor i ~ i s u r a l i ~ c  cnli lpn~iics linve either launched an 
HFC (LIC) or are in the process (GIC). M a ~ i y  dcvclopcrs have also entered the field as a 
l i m n s  o f  providing finnricing to tlleir custoniers. Finally, exlrertiely low barriers to entry and 
exit hnvc encourngcd n ~ r i y  irivestors lo crciltc I IFCs ns subsidiaries 10 tlicir main busincss or 
[o register wittiour any f i m i  plalls to bcgin oycrntions. 

Wli i le HFCs initially es~nblisli br;rnches in  olic or scvcrnl ~iicrropoli lnn cities, most branch 
cxpnrision rnkcs place i n  cirics wi lh populations bclow onc r i i i l l i o~~ .  Firms are moving into 
s~i ia l ler cities, wliere they encouriter less conipc~i t ion atid wlierc housing is more affordable 
for prospective borrowcrs. HFCs are now prcsctir t l iroi~gliout the country, althougli rliere iuc 
s t i l l  relatively few in the r~ortl ierl i  atid enstern rcgiorls o f  the cowltry. Overall, branch growth 
Iias been very rapid. NI-IB- rccog~iizcd finiis i ~ l o ~ i c  Oavc ilicrcascd [heir total number o f  
brnliches from 5 1  in 1988.1989 to 136 in 1990-199 1 ,  ,711 ;Iri~iunl increasc o f  63 percent. 

Grow111 in the t~umbcr of  f o ~ ~ i i n l l y  classified nlid rccog~i izcd l lFCs has nor kept pace with 
overall industry cxpnlision. 'This appears to bc title ill large tiicaswe to dirliculries the N l i B  
lins had in contactillg atid ~ t ion i to r i~ ig  new finlis i111d tlic orgnliization's caution regiuding 
approval of privntc co~iipallics. Monitoring problcliis arc priliinrily eligc~idcrcd by the 
ovcrsigllt group's lack o f  rcsowccs atid tlic siiinll s i x  o f  liinliy 11FCs.2 



Lcndlng norma Tor botrslng flnnrlcc 

From time 1'0 time, Ihe Reserve Bank o l  India(flEll) has been revising the 
lending norms for housing linance by scheduled banks. Salient lealure9 are 
given below : 

i, The scheduled banks can exlend housing loans lo individuals a l  
. . . .  .. inleresl tales ranging from 10% to 16% per annum wilh ra rg rn  

requiremenls between 20 and 35 per cenl. Relaxalions have been 
made in socurily requiremenls, where mortgage of property or 
Government guaranlee is no1 leasible. The earlier repaymenl period of 
10 years has bee6 extended, with buil1.h rnoralciium or repaymenl 
holiday, Banks can accepl repayrnenls under gradualed inslalmenl 
mslhod lo make housing linance aflordable by lower inconie groups. 
Housing finance can be extended lo an owner for repairs, additions, 
elc. to a house/llal, even if it i s  lenanboccupied. 

kheduled commercial banks are now required lo allocate 1.5°/o of lheir 
mrernenlal deposils lor housing linance. Of this allocalion, 30% should 
bo by way of direct lending to individuals, including groups or co. 
operalives of individuals. Hall of lhis direcl lending should be in rural 
and semi-urban areas. 

iii. Scheduled commercial banks were advised to channel term loans lo 
housing finance inslilutions, housing boards, olher public housing 
agencies elc, parlicularly lor augmenting the supply ol serviced land 
and conslrucled units. 

iv, The earlier ceiling 0 1  Rs.3 lakhs on individual housing loans has now 
been removed. However, housing loans exceeding Rs.3 lakhs will not 
form part of lhe above housing finance allocalion. 

v. landing by banks lor :he housing sector has increased horn less lhan 
Rs,90 crores in Ihe calendar year 1983 lo Rs.3 15 c r o w  in 1989.90. 
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L I lauingf iancc antpanics 

NH0 has besn en!rl;sl?d .(./~!h [he !?s3c?s15rt i !y  GI prornol~on and 
development of hous~ng linance lflslrlullons on s o ~ n d  !rnes, It has, ,n 
ccnsequence, evolved ~ ' i ~de l l nes  lor crsmot~on o l  hgusing finance 
corpanies in p:lvale and ;o~nl seclors, csn-p:.ancs W I I ~  ~ ~ h l c h  IS a pre .  
conalron for draw~rg reliriance from Nt48. Resources of HFCs shculd 

approprialely come ma~niy Iclrouc$ mcb~lrsalion of household savrngs 
wh~ch would knge G:I Ihe public conf~dence an HFC !s  able lo  i r s ~ ~ r e  
which, in lurn, would depend on the size and characler of its ec;l;lly 
base, besides Ihe qualrly ol ils managemen1 and the linancial disc~plme 
observed by it. Accordingly, the gu~del~nes incorporate Ihe following : 

a, An HFC siould be a public lirniled company and normally have a 
niinimum paid up capilal of As. 1 crore. 

b, I1 should lunction only as a linanc~al inst~lulion and should no1 
engage ilsell in any Ir'ad~ng or cons\ruclion acliv~ty and should no1 
have any connection with any company engaged In construclion 
activity. 

c. There should be al least IWO Direclors from scheduled banks or 
public financial inslilu~~ons failing *hick1 NHS reserves Ihe right to 
nominale lwo Direclors. 

d. Prior approval of  NHB should be oblained lor appointment - 0 1  
Audilors. 

e. Seventy five percent 01 the lolal lending sliould be by way of long 
lerm housing loans (lo juslily the lax concessions given to lhe 
HFCs). 

NHB has separately issued the Housing Finance Companies (NH8) 
Directions, 1989, under the National Housing Bank Act,  1967, 
regulating Ihe rnalurily period of deposils, inleresl rates thereon, ceiling 
on borrowings, elc. (These generally conform lo the directions issued 
by At31 to non-banking financial companies other lhan HFCs). 

The object is lo create an enabling environment for lhe growth of 
housing finance companies on sound lines. At Ihe same lime, HFCs 
should be able lo cornpele w11h one ano\lier, on level ground, in a 
healthy manner. 

h d  dordopment & sl~ellerprujxtf 

In view ol Ihe overall percepllon ol N H B  ol lhe complementary roles of 
\he public, private and co.operacive agencies, guidelines for financing 
Land Oeveiopmenl 8 Sheller Projecls for all the three calegories of 
agencies have been announced. NHB will provide loans lo public 
agencies, co.operative societise, and professional developers f:i 
implemenlalion of \Ire project within a stipvlaled period, which includes 
development, construction, allotment and handing over of plolsf 
dwelling units. 



NIi0 w~ l l  lrnance rr ! l t . ,  ,r!ed ?r : ,ec ; : ,  i1.j : j a r ?  C , J S ~ ?  0 1  S O I V , C ~ ~  FIO:';, 

75% ol the plols shovld b e  In tr:e S I Z C  rarlcjr! !,;)lo GO ~q : n .  or CCSI 
range upro Rs,5C,3CO ar:d r o  $ 0 1  s l ~ c u l d  normally exceed 25Q 
sq m .  ~n slze. At lP,e same I ~ v e ,  rnlr:ln:\,T 5;l ~ ? r  cOr,l ol lhe ne! 
res~denl la l  aroa sl iculd be allocalec) :o Il io so~a i l  plols T h e s e  
requiremenls can be t e l a ~ s d  In srnaller h u r a n  sol\ lerner!s, 
p rcv~ded  Ike average plo l  SIZE! does no1 exceed 100 sq 7, or 
average cosl ol \he plol does no1 exceed Rs 75,000 

In Ihe case of buill.up unils, 75% o f  dwelhng u n ~ l s  should be in Ilie 
size range uplo 40 sq m .  or cost range uplo Rs.: 5 laklis and l l ie 
maximum size uplo 120 sq  n~ Al  llx same lrrne mini rnun~ 50 per 
cenl o l  Ihe ne i  residerilial area should be lor smnller dwellrng 
m i l s .  

For land areas rreasurlng less l l ian 2 Iiec:aros, 111e acjclicles Carl 
adopl sornewhal l lex~ble norms lo respond lo \l ie specral needs or 
polenlial ol  the neighbourhood. 

For keeping land prices w ~ l l i i n  the allordabilily o l  economically 
weaker sec l ions(EWS),  NI-19 wril advocale in lernal  cr3ss 
subskJisalion in lhe sale prices, to I l ie exlenl leasrble For I l ie 
purpose o f  assessin'g ( l ie al lordab~li ly of EWS, income norm o f  
Rs.1,150 per month riiay be adopled, will i  a sub-group ol Rs.600 
particularly in rural areas. The atlordable cosl of a dwelling unil lor 
EWS may be assumed lo  be aboul 30 limes the rnonlllly income. 

NUB will provide hundred per cenf project lrnarlce, including cosl 
of land. However, land acq ~s i l ion  alorie will no1 be cznsidered. 
Public agencies are expecled to give prelerenlial allolrnenl 01  
plots1 houses lo  members ol HLA sdierne, which has go1 in-buil l 
queue lacil i ly lor al lolnlenl The ernpliasis in projecls l o  b e  
undertaken by public agencies will be on provisiorl o l  serviced 
plols. Lending norms also (avour supply of serviced plots. 

The p r i m a r y  c o = o p e r a l i v e  h o u s i n g  s o c i e l i e s  engaged In 
conslruclion of l iouses are o l len handicapped due to delays in 
paymenl of instalmenls by i h e ~ r  :i ienibers. N I i 8  inlands lo remove 
this handicap ll irough provision ol l lundred per  c e r ~ l  COSI 01 project 
as loan, while members sepaialely save, under \ l ie HLA scheme, 
lor obtain ing h o u s ~ n g  loans lor a c q u i r ~ n g  l l lese un i ls  on  
complel ion.  The houses s l iould have an average area nqt 

exceeding 60 s q m  or [ l ie  average casl  sliould be less I l lan 
Rs.2.25 lakhs. Il is expecred Uial tlirs sclienie will have a signilicaril 
impact on \he progress ol cor,srruc~lon 0 1  houses by \ l ie co-  
operative housing soc~elles and may well reduce ll ie presenl l m e  
taken, by hall. All the members o l  Ihe co-operal ive society will 
have lo  be members o f  !he I iLA scheme 



111. Rmlal hmslrylprglrcis 

In view ol the cmsidsrable need lor renlal housing lor lhe eniployees of 
public/gr~vale sdclor organisalions, N t lQ  has a6iouncod a scheme lor 
linancing of renlal housing przjecls in respect ol lheir low income 
ernpioyees (viilh average b;lll.;.p area nol excoedin1 GO sq m, cr an 
average cosl c f  the unil 'nol gxceeding Rs.2.25 lakhs). The scheme 
provides lor linanc~ng 01 sucl'l projecls upro I00 per cenl 01 lho cost of 
conslruclion(excluding cosr 01 land) or 75 per cenl of (he projecl cost, 
whichever is less. In [he case o f  specllic disadvantaged groups like 
working women elc,, employed by dillerent employers any crodil.wodhy 
agerxy can avail of this lacilily, provided no buill up unil exceeds 40 
s q m  in araa or Rs. 1.5 iakhs in cosl. 

Il may be noted that in lhe case ol projecls by public agencies and 
prcfessional d~velopers, 75% of lI:e unils should have built-up area ranging 
upto 40 sq v, or ceiling uplo Rs.1.5 lakhs and !he slipulaled maximum size 
of :he dwelling unil is 120 s q . n  Iiowever, in !he caso 01 projects by c3- 
operalive housing socie:ios and renlal housing projecls :he slipulaled 
average area is 60 sq.m, or average cost is Rs.2.25 lakhs. Thus, irrespecliv~ 
of the lype ol  agency being funded, Ihe broad policy objective 01 oplimum 
land use is sought to be unilormly achieved. Simullaneously, (he cost 
ceilings provide lor larger accommodalion in human selllenenls where land 
is less scarce. 

Iv. Bulldlnq rnarc&l p-u 

NHB seeks lo suppcrt bui!?ir.g male:ial i~dus l r ies  as a part ol ils real 
sector intervenlion. It offers equly assislance to privale/puSlic limiled 

' companies generally having paid up capi!al o l  ncl  lass llian ns.1 crore. 
Promolar's corllribulion should not be lass lhan 20 per cenl cl Ihe cost 
01 lhe project, NHB normally exlsnds assislance in llie form ol equily 
participalion upto 20 per cenl cf Ihe paid up tapital (in exceplional 
cases uplo 30 per cenl). 



55,GCO, currtnrly d c c t ~ ~ c d  10 bc I ~ C  I I ~ X ~ I ~ U I I I  ihn[  n l lot~~cliold J I  I I I C  111cclia11 i~icomc can 

dford,  is ndcquarc co covcr ilic cost of ~ l l c  co~isu~rrccion or ~najor  ~ p i l i r  or exrcrision of a 

Iiousc crlly if fan:ilics are nblc co 11iakc vc:y significanr do\vtipnynic~~ls, iiowcvcr, rhc incrcasc 

in :!;c si;xc of lcnns to bclow-rncdi ,~ iricolilc bur~iowcrs by llic ni~ic 1~ccogrri7.cd ! 1FCs for 

hciischolds are saving incrcasing moull:s ar;d n:aking cx t ra  effons ro bridge (he difference 

Scl:vccn die loan anlourlt hey can ;~Cfurd ;~:d thc Cosi uf :llcir project. 
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narrowcd tlic op~iolls for rcsourcc,s su~ i .~b l c  Tor ~llcsc fiill~s n l i c l ,  Ilc~lcc, rucuscd llicir ;~~ !c r l~ ion  

u11 F i  i D  : ~ C i \ i \ ~ ~ ~ i : i f i ,  Oaic C O I I ~ ~ I ; I I I ~ ,  ~ I I :  C . I ; I I I ~ , J ~ ! C ,  pr[)jcc\Y i ~ s  : \vtbr ; ip  (-051 01' f111itIs f o r  l091- 

92 ~t 14.1 pcrccnr. This r;ll\: is ;~bovc :I:. > I  ID :cgd:r~cJ I ; I I C  of 1 0 1  prccrll for ionrls bcluw 

2s .  5C,60. 'Thus, I!iZCs i i l~:~3~ii lgly I I I I I S I  :;hc :heir uw11 fu~ids 1 0  1r:nkc 1;lrgcr loans, rt-itich 

CxFj rats above ~ I C  cost of I I I C S C  funds, a i d  t;rilizc lvl l B  rcf'i~lnrlcirig lo firrid sn idkr  loans. 

For rllcsc rcasolls, rllc p~ublcln hcirig [I;c Il!:C i!idusuy in  11ic IIIC'J~IIIII  I C I ~ I I  is likcly 10 bc a11 

insabablc dcmand for 91lB ~cf i r in~~cing ,  and wiih i t  IIG funds, rs~lrc: ban a lack of dclnand. 

E s u ~ n a ~ e s  bascd on projecdws of h c  scvcn' rccog~i i~cd  I IFCs wilh d a ~ a  for Nf I f 3  

refirlancing bcar out :l;is co~lclusion. 'T;ib;c 5 ,  i clc~;~ils 1l1c I LFCs' icfilt;lr\cing ;)rojcctio~ls. 

L a m s  for up to lis. 50,300 u c  cligiblc Tor rc51iulcc ul:tlcr lllc 1 IG j)rogr;iln. I'licsc,fig~~rcs 

shown in Table 5.1 are co~lsiderablc u~~dcrcslirlin~cs of likcly ~ I J I I I I . ~  dctnarld bccnuse data 

w n  un~vailcblc for Can Fin atid LIC ILcC, tllc second acd tll~rd largest IIFCs. Perhaps 

p ~ t l y  for this rcason, thc compound a111\ua1 growl1 rn~c (CAGR) of 22 j l C r t C l l t  is I C S S  :IIM 

!:;rlf :I131 of 101d loan volunic and loa~is 10 bclo:v-~~?sJian-i~icvrnc Ilouscllolds fro111 1354-1?99 

to 1990-1991. 

- -- 

I Dc:viill, Cruli, IIDFC. :IWD, PIIFC. S ; r y 3 .  and SDI. 



cort~pour~c! x i n u d  
growdl r i l [C 

Tor 199 1-92 to 
i 995-9G 2 1.6% 27.5% 

Sou~cc:  N I  12 Rccords 

k'ct even bascd on h is  colrscrvn[ivc CAGIZ, refi~inrlcirlg cligibtc u~?dcr rllc I tG 

p r o p ; ~  S L J ~ S : ~ J : ~ ~ ? ! ! Y  C.ICCCC!S nvnilclblo fur~ds. USAID reg~rlntions currently specify [ h n l  no 

morc 5iui 25 pcrcc~it of i1G :utlJs go ro uric I l l C  IIDFC, wliosc l o ~  voluinc fnr cxcccds 

h c  o ~ 9 c r  xcognizcd I IFCs, has a l r c~dy  used [his ~ I I ~ O U I I I  RIIJ ~Iicrcforc is unable ro draw from 

Il:c :s::i;i::i~ig L'S $ 2 5  1ni12on. 011 rllc ;isstrr:~p~ioll [!la[ all I 1  pclccnt Jcvnlua[ion i n  :hc nlpcc 

rcisrive to thc dolliu in the next ycar, six olllcr IUCs projecr a dclnand of L'S $22,680,327 Tor 

h c  rcfinancing of lo,ws up to Rs. 50,000. This mncunt is US  $2.2 rrlillion sllon of ,~l ie  lord 

US $25 million rcnnining to bc disburw!. Yct, as ~ i u ~ c d ,  tlrc I ~ O  I i K s  fur which rcfir~n~~c:: 

projections uc u:~avaj!ablc, Car: 1711 acd L:C IiFC, hiivc bccri d:c lnrces~ !cndcrs of [he group 

of  eight by far, accoui~ting far a lolnl of 7G pcrccric of loans snnc~ioricd of rhcsc eig!]~ IIFCs 

in 1990.91. 



undcr h c  S L ~ ~ U I A I C C ~  25 ycrccrl[ :;;oxir~iu~n. Thus, ~bso rb i~ rg  rllc sccond US $25 million in 

i F C s '  opcntjng budge~s fur ncxl ywr, J I I J  hcrcfurc >lluilid bc rclauvcly rcli;\blc, 'l'lle 

plausrbility of [his dcllinrid cs [ i rna~e i s  furhcr  rcinforccd given tlic corlrpat~ics' 1090- 1991 

VO~U:IIC of 10;11is under Rs. 50,OCQ. 'T;~blc 5.2 c w i p r c s  1990.199 1 vu11111x of lonr~s \~lltlcr lis. 

SG,COO to 1991-1992 ~cfinancing rcquii-c~ncri~s for loons of the snnlc sizc, 



GRUH 
I 1!3IT 
1iil:D . 1 ~ 1 1 ~  
S A  Y I I  
SBI 
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- - -  -. 

Sourcc: NI1B Rccords 

As Ihc rablc indicarcs, lnost col~qnnics '  projcc~ons call Tor h e m  ro rcf i tmcc r c w r  

;o;ltls undcr Rs. 5 0 , W  in 1991- 1992 i!i;tn ~ h c y  snrlc~iot!cd illc y c ~  bcrorc. 0 1 1 l y  11 iFD arid 

Saya cx,-ccr 10 rcsnancc sigrificsnlly iilcrc I O ~ J ~ S  iil ~ l i i ~  size brackc: ncxr y c r u  [!\an rlicy 

u;ldcrmo;c ;his y c u ,  and both colnpa;iics u c  projccri~lg this rapid growl1 Trom a vcry s i t ia i l  

5nsc. Exc!uding HDK, cornpanics oven11 expect to :efiii;lncc ncxt yca; the same v o l u ~ ~ i c  of 

;oms  undcr Rs. 50,000 as thcy mi~dc h i s  year. Given [ha[  rlicse conipanics iiavc J coti~bincd 

g:o..v~ll nlc in Icndit~g volutnc of OVC: 1CO ;)crccn: pcr yc;u Tor rhc Inst i \ v O  y c m ,  ~ l ~ c s c  
I 

Thus, i t  sccnls ctcnr that Illcrr: curicntly exists suf5cic:it dc::iatid to u~ii i tc  US $25 



5;34.:11 i;, 10~1s  be!ow Rs* 50,000 in 1991 US do i l~ r s  bnscd 011 nl: overall CtICP. of 22 

v c u ,  nlc projccuon is for the ~fucc y c u s  wl~cn illc proposcd 1 IG futlds of US $50 l~iilliori 

- - - . - - - - - 

Source: 'Tcn~n's calculn[ions based on NI  113 Rccords 

According 10 h i s  projcciion, [old fi~iiulcing dclilnndcd is U S  IS I GG 11:illion. This 

5gun is low in that i t  excludcs d c l ~ m d  (:om two ilirpurta~ii llI:Cs, Cali Fill and I.1C l FCs ,  % . 
scvcn addirional ncognizccl lIFCs and I P C s  illat may bccolnc rccogriized during illis period. 

But s consistent 22 pcrccnt CAGR tiriglit bc co~isidcrcd I~igli, cvcn tliorlgll [l ie recogliizcd 



dcrrrand for rcfirmcing Tor ! o a ~ ~ s  lcss 111;ul Rs. 50,000 m ~ r m i r ~ g  rro csl~nr~siorl i l l  I IIT clcrr~i~rrd 

for lonns of h i s  s i x  bcyond h a :  projcclcd for 111c 1991 1992. 

Sourcc: Tcnin'i c;llcula~ions based on NliB ncorcls 

Finally, USAID rcgul~rions currc~idy spccify rllnr no Inorc 1l1;u-i 25 pcrceni of lo[;~l I IG 

funds sliould go ro one IiFC. Cumntly,  I.illI:C hits excccdd  [his 25 pcrccnr. Dcspirc [he 

gro:vth of other IIFCs, i t  might do so ngairl ur~der rhc proposed addil io~~al  US $50 ~ilillion in 

!iG funds. Table 5.5 assulncs both ~hnr IiDFC is limircd ro 25 pcrccllt of i l~c  10li11 ard ~ h a r  110 

g rowh in dcmand will occur beyond 1991-92 for any of 111c I I K s .  



ANNEX - D 
UNITED STATES AGE1 ICY lor INTERNATIONAL DEVELOPMENT 

6 September 1991 
NEW DELHI, INDIA 

ACTION MEMORANDUM FOR THE APRE ENVIRONMENTAL OFFICER 

THROUGH: Walter G. B o l l  - D I R ,  USAID/New Delhf 

FROM: John A. Del h i  

ACTION: To approve a Categorfcal  Exclusfon from Envf rormental 
Procedures f o r  USAID/ I n d i a ' s  1 )  Housing Flnance System 
Program ( 386-HG-003A ) Amendment i n the Amount o f  $50 
m i l l i o n  and f f )  a New DA Component o f  $3.5 m i l  l i o n  f o r  
Technical Assi stance and T ra in ing  Support t o  the Program 

BACKGROUND: The Amended Hou s i  ng F f  nance Sys tern P rograln (HG-003A) 
and the new DA component f o r  t r a i n i n g  and technf ca l  assf stance 
suppor t  w i l l  be imp1 emented through the Nat iona l  Housing Bank 
(NHB). NHB i s  an intermedfary c r e d i t  i n s t i t u t i o n  and w i l l  have 
complete revfew and approval a u t h o r f t y  f o r  the AID Housing Guarantee 
(HG-OO3A) funds which are loaned t o  Housf ng Finance Companies (HFCs) 
and t h e  DA funded t r a i  n i  ng and techn ica l  ass1 stance component. 
Therefore, bo th  the amended Housi ng F f  nance System Program (HG-003A) 
and t h e  new DA funded Component are e l i g i b l e  f o r  a Categor ica l  
Exc lus ion  from Envi  rormental procedures-under 22 CFR p a i t  
2,16.2(c)(2)(x) .  

However, USA10 and NHB have 'agreed t h a t  t r a i  nf ng and technf ca l  
assistance support, under t he  OA component, w f l l  be provided t o  NHB 
t o  e x e r t  g rea te r  i n f l u e n c e  on the newer and smal le r  HFCs as we l l  as 
e x i s t i n g  HFCs f  n i nc reas ing  and expandf ng t h e i  r env i  r o m e n t a l  
awareness. Fur ther ,  the env i  r c n o n t a l  consf dera t ions  are a1 ready 
adequately covered under both NHB and HFC 's  ex i  s t i ,ng  techn ica l  
rev iew process f o r  l o a n  approvals and these requirements apply t o  
Project- funded a c t i v i t i e s .  

RECOMENDATIONS: That you sf gn be1 ow i n d i c a t i n g  your  approval o f  
the  at tached I n i t i a l  Envirorwnental Examination which s t a t e s  t h a t  
bo th  the  P r o j e c t s  (HG funded and the DA Component) are Ca tego r i ca l l y  
Excluded from f u r t h e r  Envi r o n e n t a l  Procedures .. 

ApprovedIDi sapproved 



Annex D.2 

INITIAL ENVIRONMENTAL EXAMINATION 

The Hcusi ng Finance System Program (HGnO03A) Amendment (Housl ng 
Guarantee funded) and the  new DA-funded t r a f  n i  ng and techn ica l  
assfstance p r o j e c t s  w l l  l be implemented by an in te rmedia te  c r e d i t  
i n s t f t u t f o n ,  the  Nat ional  Housing Bank (NHB), Per 22 CFR P a r t  
2 . 1 6 . 2 ( ~ ) ( 2 )  o f  A. 1.0's Envtrormental Procedures, Housing Finance 
System Program (HG-OOJA) and the  DA Component f o r  Tra in1 ng and 
Technical Assi stance support  are ca tego r i ca l  l y  excluded from an 
I n i t i a l  Envfrormental Examination, Envl rormental  Assessment, o r  
Envf ronnental  Impact Statemen.t under s e c t i o n  ( x )  : 

"Support f o r  in te rmedia te  c red f  t f n s t i t u t t o n s  when the  
o b j e c t i v e  I s  t o  assf s t  i n  the c a p f t a l  i z a t i o n  o f  the 
i n s t f  t u t i o n  o r  p a r t  t he reo f  and when such support  does n o t  . 
i n v o l  ve rese rva t i on  o f  the r i g h t  t o  revfew and approve 
i nd f  v idual  loans made by the  f  n s t i t u t t o n s . "  

NHB w i l l  have complete revfew and approval author f  t y  f o r  Housing 
Finance System Progrzm (HG-003A) funded loans as we l l  as the  DA 
funded t r a f  nf ng and techn ica l  ass i  stance. 

Du r i  ng June 1991, envi rormental  aspects o f  I n d i a  Housing F i  nance 
System Program were reviewed by a team o f  U .S.  experts.  The team 
concluded t h a t  i ) Conscientf  ous and adequate envf r o m e n t a l  s c r u t i n y  
exf s ted a t  the Nat ional  Housing Bank and the l a r g e r  Housing Finance 
Companies (HFCs 1; i f  ) env i ro rmenta l  cons idera t ions  are adequately 
covered under the e x i s t i n g  techn ica l  rev iew process f o r  NHB and HFC 
1 oan approval s; and ii 1 ) those review processes suggest no t  o n l y  a 
general awareness o f  envi  ronnental  issues bu t  more spec i f  i c a l  l y  
address, t o  some ex tent ,  the importance o f  s i t e  s u i t a b i l i t y ,  s o i l s  
and c o n s t r u c t i o n  ma te r i a l  ana lys i  s, and the avai lab1 1 i t y  o f  
i n f r a s t r u c t u r e  as broader env i  r o n e n t a l  Iunderwr i  t f  ng concerns. A1 1 
these f a c t o r s  are a l ready incorpora ted i n t o  the I n d i a n  l o a n  approval 
process f o r  r e s i d e n t i a l  development. 

NHB i s  a development f inance i n s t i t u t i o n  w i t h  a mandate o f  
developing a hea l thy  housing f inance system, through r e f i n a n c i n g  
suppor t  t o  a network o f  housing f i nance  i n s t f t u t i o n s .  Therefore, 
NHB i s  I n  an e x c e l l e n t  p o s i t i o n  t o  bo th  rece i ve  and promote 
techn ica l  ass is tance and t r a i n f n g  t h a t  w i l l  f a c i l i t a t e  the f u t u r e  
development and i n t e g r a t i o n  o f  e n v i r o m n t a l  po l  i c i e s  and 
gu ide l ines .  Although AID f s  n o t  f  nvolved i n  the review and approval 
o f  i n d i v i d u a l  loans, p r o v i d i n g  t r a i n f  ng and techn ica l  assistance 
support  t o  NHB w i l l  equip FlHB t o  e x e r t  g rea te r  i n f l uence  on the  
newer and smal le r  HFCs as w e l l  as e x i s t i n g  HFCs i n  i nc reas ing  and 
expand i ng t h e i  r env i  rormental awareness. 



Source: Tcnm's cnlc~~la[ions based 011 NIIB rccords 

In this mos~ conscrvn~ive scc~wio,  lending for 1iC.cligiblc loans lcvels off. 'This 

could be causcd by a sliomge of affo~dable housing with lcgnl title on which lonris could bc 

made or compctition from orllcr Icndcrs, LC., comrncrcid banks or s w e  bodies. Evcn then, 

rhc recognized HFC rcquircmcnn for IlG-eligible funds s~i l l  sijyificr~itly cxcced h e  prbposed 

US $50 million.' 

In su~n,  die dctnnnd for IG-cligiblc funds is likcly to cxcccd Ilic $50 ~l~illiori currently 

proposed. Evcn if no growlll in d e m n d  for refinancing occurs aflcr 1991.1992 nnd I-IDFC is 

liuuitcd to 25% of total rcfi~lancing, dcur3nd still s \~bs~~~lLi i~ l ly  cxcecds supply. 

1 This conc!usion is bascd on tlic nssu~nption ha t  the rules govcrning the eligibility of lon~rs 
: for I-IG rcfinnncing arc not ~nd i f i cd .  



I lowcvcr,  11G.003A nlso i r i ~ r o t l w s  ricw cfrurts 10 i ~ i c r c a v  nccess to housing finance by 
lo\vcr. i~ico~i ic,  i~rfo~~rl l :~l .scc~or I~cr~~sc l~o l t ls .  S~IIIC o f  ~l icsc wi l l  obtain fo~~riinl.scctor I ioi~sinp. 
hI:111y 11101,~ wi l l  oIit;1i11 I I ~ I IS~ I I~  \v l~ ic l l ,  wli i lc 1101 ~I I I , I~~; I~ .VCCII I~ ,  w i l l  hc hrgcr, \1cttcr.t111ili ;III~ 

ivcalcd ill n 111o1.e s i ~ ~ ~ i l i i r y  c ~ i v i ~ o ~ ~ ~ ~ l c ~ r r .  b1;111y or  ~l lcsc I ~ o ~ ~ s c l ~ o l d s  w i l l  prcxlucc s u ~ ~ i c  of IIIC 
building riintcrinls tlic~iisclvcs nlitl w i l l  p ~ o v i d c  (licir own lnbor to rlie co~istruction o f  tlicir 
Iro~rsirig. Tlr~rs, rcr l  11n1ion:rl ~~rot l r rc t  w i l l  i~~crcasc, nl~lrocrgh it may no[ be rliensured by a 
c o ~ ~ ~ c s p o ~ r r l i ~ l g  i ~ r c ~ c ; ~ s c  ill IIIC rcllurlcd GNI' (III;I~ is, by r ~ i i i r k c ~ - ~ ~ i c d i a ~ c d ,  ufficinlly.repurtcd, 
fo~,~i i : i l -scclur ~ ~ ~ : i ~ i s ; ~ c ~ i o ~ i s ) .  

I IG.003A's clr~plinsis on l o w c r - i ~ i c o ~ i ~ c ,  i ~ r~o~~~ i i ; i l - s cc to r  Iiouscliolds i s  l ikely lo  have 
sig~iiricarir iliip;lc[s or1 [tic lcvcl o f  c c v ~ l u ~ i ~ i c  ;wiviry,  ripnrt from i t s  ir i ipnc~ on lio~rsing 
constrr~clion. h I i 111~  IO\V-~I~COII~C I i o ~ ~ s c l i ~ l d s  C~IITY out nt Iciist a portion or  their cconoriiic activity 
, r v i i l ~ i r i  l l ic Ilonic. For tl~csc, i ~ q ~ r o v c d  iicccss [(I I io i~sing f i n n ~ ~ c e  sl io i~l t i  gnin them larger and 
bcircr-built I io~rsil ig wliicli, ill [urn, sliould ilrcrc;isc tlic vo lu~ i i c  o f  h e i r  Iio~iic-bnsed production 
nrrd loInl i l ico~i ic.  'I'lius, llic cxpn~isiori j)rugr;iri~ is cxj)cctcd l o  iricrcnsc ovcrall ccoriomic nclivily 
nlitl incoliic, ( i ~ l ~ l i ~ t l g l i ,  ng:lirr, tlicy m y  ~ i u t  bc rccusdcd iri l l ic nn~ionnl incollie and productiorl 
s l ;~~ is~ ics ) ,  

A S  discusscd i11 l l ic Eriviro~rri lcri~;~I Arinlysis (AIIIICX I,), IIG-003A wi l l  improve access to 
housirig locatcd ill liiorc sanitary nntl lcss pollutcd silrrourrdi~igs, particularly for the lower-inconie 
I io~~scl io lds, iiinliy o f  w l i o ~ i i  iirc riow highly cxl~oscd. 'Tlicsc I~ousclioltls arc l ikcly to benefit from 
iriiproved I icnl~l i ,  lowcr t~icdicnl costs, nnd Iicticc, grcnlcr cnpncity for contint~cd econornic activity 
arid fi ~ i n ~ i c i n l  s;~vi~igs. Eco~ io~ i i i c  bc~icf i ls w i l l  [cnd to :rccruc particulnrly lo nicmbcrs o f  
liouscliolds who boil1 l ive arrd work wit l i in the I io~nc,  as wcl l  ns to household nicmbers who 
tyl)ically bcnr l l lc  rcspo~isibility o f  cn r i ~ i g  for rlic sick. 

l ' l ie ~ ~ i o c l c l  lcriding prugriiliis nrc cx j )cc~cd to j~rovidc s t i l l  o~ l i c r  stirni~luscs 10 econoliiic 
x.l iviry o f  tlic lowcr- i~icu~ric,  iriforrii;~l-sccror lrc~ielici; i~~ics. 171c NGOs llint an involved in  
o rgan i z i ~~g  tlic Icridi~rg progrirrii rypicnlly provirlc n host o f  otlrcr trniriing, ed\~cat ion~I ,  and social 
scrvicc psog~.;i~iis. Tlicsc ncr ill a c o ~ ~ i p l c ~ n c ~ i t i ~ r y  wny ro h e  specific economic impacts of  [lie 
I I G  prograin. By i~icrcnsil ig ncccss to Iinusing filwncc nt tlic sa~i ic time ollicr training, day can, 
cldcr cnrc, 311d vrlicr scrviccs i1l.c ~ w v i d c d ,  NC;Os c; i~i  l ~ c l p  111;iliy low-i1ico11ic I~OUSCIIOI~S ncliieve 
q~1:rlilurii Ic:ips ill b o ~ l i  tlic lcvcl ;\lid rate o f  gsvw~ l i  o f  cco~iol i i ic  nc[ivity. 



T\vo ~ ) l i ~ l i ~ i ~ d  A1IS S~SICIIIS w i l l  providc IIIC firs1 S)*SICI I I :~~~C ilifolii1n1ion 011 the llousehold 
i i ico~l ic nrid coli lposi~ioli o f  I IG  bcncficinl~ics. 'nlcy w i l l  also i l id icn~e whctlier wolnen are in fact 
r c c c i v i q  bc l ic f i~s o f  [ l lc IlG progrilnl i t1  p ro l tw~ ion  10 l l icir rcprcscntntion in the bcneficiiuy 
poj)ulntiol~. Thc c o ~ ~ r j n ~ ~ c r - b n s c d  MIS systclil for III:Cs, wli ich is 10 bc dcsigncd and initiated 
cl i i r i~ ig the 1.E-003 psogrnni, i s  i l i ~ c l ~ l j c d  to iniprovc itifonnnIion not o ~ i l y  on [he fuiancial arid 
1nn11:lgcriiil c o ~ l d i t i o ~ ~  o f  III:Cs, but :dso o,; t l ~ c  cl~iunc~cristics of tllcir crlstoniers (including 
socioccol io~~i ic : I I ~  dc l~~og~ . :~p l l i c  C ~ I : I ~ : I C I C ~ ~ S ~ ~ C S  o f  the Iiouscl~oltl), t l ~ c  s i x  nrld tcrliis o f  [he loaris 
they obt;~in, nlrd [ l lcir s ~ b s c q r l c ~ l ~  rcp;lylllcll[ Ilistory. 

F i~ ia l lp ,  the DA gr;lnt filnds a nuliibcr of stirdics o f  h c  supply of Iiouscliold savings, access 
Io l ious i~ lg  lonns, n ~ l d  rcl;~lcd constrnilits. A l l  o f  lllcsc arc cxpcctcd to oblain and evalilare data 

10 Fclnalc bcncliciarics i~~clutlc lhosc d l o  nccccs 10 l~ous iq  fin;lncc ns h c  solc IIGI~ of l~ouscholtl, as wcll 
as tllosc ul10 goin ncccss lo I~oirsing ritln~~cc ;IS w c  ol  ~ \vo cv Inorc nddu w i ~ l ~ i l ~  n I~ouccl~old. 



b t l i a i ~ ~ g r c g ; ~ ~ c r l  b y  I iousclwld i~ lccwic,  I ~ o ~ ~ s e l ~ o l J  c o ~ ~ i j ~ o s i ~ i o ~ i ,  i ~ ~ \ t l  Ille y c d c r  u f  ~ l i c  Ion11 rccipicnt, 
111 ~ ) n ~ * ~ i c r l l ~ v ,  sincc gc~~dcrdis i l f igrcgnIcd d n ~ n  r l ~ l d  b c ~ i c l l ~ ~ i n r k s  are 1101 nveilnble a1 IIIC project 
t l e s i p ~  slnge, tlic g r ; ~ ~ i ~ . l ' i ~ ~ ~ b x l  s~ud ics  w i l l  bc cxpcclcd lo s l~cci f lcnl ly  i t lenl i fy o b s ~ ~ c l c s  l o  
\ v o ~ m ~ i ' s  ;~nr~ic i j ) ; l~ ion ill f i~~n~ l r , i ; r l  i ~ l s ~ l ~ u ~ i o l i s '  s n v i q s  IIII~ lending progrnltls, 10 i d c ~ i ~ i f y  
s ~ ~ , i ~ ~ c g i c s  (or o v c m ~ ~ i i ~ l g  l l~cac obs~ r~c l cs  (or ~ r i n k i n g  usc u f  o p p o ~ ~ \ r ~ i i ~ i c s )  during !lie l i f c  of I~ IC 

projec~,"  A c l ~ i c v c ~ ~ i c ~ ~ t  o f  IIICEP ob jcc~ i vcs  w i l l  bc fnci l i lnlcd by ~ l i c  d c v c l o p ~ i ~ c ~ ~ t  of' ~ l l c  M I S  
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ANNEX 1 

'Thc ~tccd for N I i U  to raisc rcsourccs t~iust bc vicwed in [lie context of its lcndi~ig 
co~itniit~tietits. 111 effect, NIiB lias opc~i-cnd co~ii l i i i~~iic~~ts to rcfinnnce all  loans that nteet the 
critcrin i t  has set forb This inclr~dcs rcfinanci~ig relnced to h e  Ilonlc Loan Account (tlI,A) 
SCIICI~IC wliicl~ will bcgi11 to t i h r c  i11 1994, '1'0 ( I ; I I c ,  Nil11 li:~s 1101 I I I ; I ~ C  m y  S ~ S ~ C I I I ; I I ~ C  

csli~iiatc of tllc sizc or 111csc co~n~i i i~~~icr i t s .  'I'l~is ~iccds lo bc clolic. Nl  Ill's co~ i i~ l l i l~~ ic~~ls  ilrc 
likclyf cxcccd ~lic vo11111ic of low-cos~ Tu~~ils i t  will bc i11)lc lo ~ I I I ~ I ~ I I  I'I'OIII "~IIVOTCJ S O I I ~ C C S "  

(nlloca~cd by govcrlinicri[ bodics) or t l~~,ougl~ govcrnllictlt gunrillltccs rind capital gnil~s bonds. 

NI-IB has, tl~crcforc, begun cxplorirtg opions Tor obtaining funds from the market, albeit 
a[ a very difficult tilt~c wltile market ill~crcst mtcs movc upwnrd. For exntiiple, i t  is cotisidering 
cs~nblisliing a closcd-c~id 11i11tual fillid; c ~ i ~ t i ~ i g  a pcnsion fund nintcd at tlic self-employed; and 
selling niortgnge-backed sccuritics in the cnpical ~iinrket. No~ic of thcsc ideas has yet been 
converrcd to o firm pli~n. A sound suatcgy is rcquircd. 

Onc problcnt is r l tn t  all of tlic scllcnies dcscribcd above will elitnil higher intensl.rates 
titan NtIB ,low pays. If NIIB rcscrvcs its low-cost funds for [ow-inco~nc l o m ,  i t  may nor be 
able to rcfilinncc lnrgcr loans with nlnrkct-ratc funds and rctain lllc currcrlt rcfinnncing infcrcsr 
rntcs. In 11tc fitin1 a~ialysis, thc nccd to mobilize domcstic rcsourccs may causc NIlB to 
rcco~tsidcr raising its rcfi~inl~ci~ig r;llcs nntl, tl~crcforc, ~itortgngc intcrcst riltcs on liousi~ig lonns. 
h n c x  C-7 providcs a morc dct;lilccl description of NI.IB1s plans to rnisc fu~ids in  ll~c niarket. 

Tltc 1 lFCs ill 11idia ;is n group I I ~ I V C  r;~iscd rcsortrccs iri six form: Jcposits, tcrm I O ~ I I I S ,  
cilpital ninrkct issucs, Nl  ID rcfinn~rcing, cxtcr~ii~l ( i ~ i t ~ ~ ~ l ~ t i ~ ~ \ i ~ l )  sourccs, nr~d equity. Tablc A-  I 
provides a brcnkdown of tl~csc liabili[ics. 

a In  discussing t l~c ci~llacity of ; I I ~  po~critiirl for I IFCs to mobilizc rcsortrccs i r  is necessary 
to 111ilke sontc distinctions among I.II:Cs. First, I IOFC n t w  bc considcrcd separately: i r  has bccn 
i n  busi~icss over 10 ycius, has solid co~i~icctiotis in corporntc iwd fi~inl~cinl sccrors, hns n wll. 
Jcscrvcd rcpi~tntio~r Tor exccllcnt ~iinn;rgc~nctit qunli~y Ii;ls I~ousing lon~is ou~standing of Rs, 17.3 
tdlion ($665 ntillion), ;dl factors t l i n t  cngctidcr co~lfi(lc~~cc. I-IDFC is [he ody  I4FC [hat has 
issued bonds to d:m or 111;lt lias bo~~owctl  Trorii in[cnlntio~~nl sourccs. 



................................................................................................................. 
Dcposits 38.0 2R07 
001ids 8 S  0.0 
Tcnn Lo;uls 25.3 18.6 
Nl lB Rcfinnncing . 4.1 17.9 
Exlcr~~nl Sourccs ' 21.1 4 .8  

Sccoadly, i t  is IicccssiUy to dis~il~guidi ~tic IIFC silbsidinrics of ~tic largc public scclor 
corr~lr~crcinl batiks mid insurnncc coliilrnnics, instilutiorls wirh Iiugc bascs for niobilizing savings. 
Tlicse HFC subsidiaries have access lo rcsourccs illid enjoy ~Jic prcsrige of association with the 
piuclit colnpony. Thus, nl~liougli tllc IE concluded that the revicw sample of HFCs have 
pcrfonned well in ri~ising funds, chat conclusion must be qualilicd for tIFCs overall. Some of 
the NIiB-rccogltized 1IFCs llavc oblaincd allnost all of llrcir funds through NHB refinancing. 
Tliusc that obtain o higc portion of tlicir liabililics from dcl~osits obtain a high percentage from 
orgnriizntional (vs. household) deposits. Tnblc A-2 indicnrcs the dcposic s l im of total liabilities 
of rccognizcd I-UCs. 

SIIARE OF UEPOSI'TS IN TOTAL 1.IAUII.I'TIES 
OF RECOGNIZEII IlFCS, 1970-1391 

I II'C DEPOSIT SI  IARE OF 1'07'AI. LIABILITIES 
.................................................................................................................................... 

CANFIN 6 1.6% 
DEWAN 9.5 
GRUII 13.5 
I4 DFC 40.8 
11-IF0 3.9 
LIC 0.0 
PIlFC 0.0 
SAYNSIIP N.A. 
S.B.I. 0.0 



For the bulk orricw I,II:Cs, herc arc two ~w~eritinl al~crri;ltivcs sources of dolncstic 111ilrkct 
fullds: terlii loans iuid cnpit;ll ~iiiukct iss~rcs, I lowcvcr, ~ C C ~ I U S C  of discoulitilig, scrvicc lccs ntid 
rcdclnp~ioli fees, thc e f f d v c  cost of ally bolid issw ill tlic cilpital niarkcts in n1id.1991 is 
probilbly nbove the ralcs nt wl)icli nn  1IFC could Icrid cvcri i f  i l  is pcrccivcd ns a good credit risk, 

. T11c sollie fi~c~ois :~pply lo lcrlti lor~~is, wllicli typicnlly hnvc n ~ i i r ~ l ~ r r i t y  of' at Icnst olie 
ycnr. Ou~side of IIDFC, liiost HFCs w i t h  ~liis sourcc of f'unds arc nssocii~tcd witli large, pi~blic 
scctor instirr~lions, LIC's IWC subsidiary, for ilrs~ancc, dcrivcs nltliost a l l  of its liabili~ies from 
its parent. Join( sector 1-IFCs, roo, ofrcri liavc ncccss 10 ~ C ~ U W - I I ~ ~ I ~ ~ C I  r w s  from their ~f'filiales, 

IIDFC hns coliclt~dcd  hat liouscl~old savings will bcco~iic a major source of its liabilities 
in tlic future, This may 1101 bc all op~iol~ for olher kIFCs, n t  least in  llie shorr mn. The issue of 
lack of public trust apldics partic~ili~rly to tlic ~ ~ r i v ; ~ t c  1 IFCs: joirit scctor I IFCs arc able to nl lny  
this ~nisrrust by tlicir affilii~~io~i witli ;I p~bl ic  scctor coliipally, Illus, privnlc IIFCs will liavc 10 
build up llrcir rcpuln~ion, such iis I II1I;C II ;M tlolrc. Or 111:ljor signific:~rlcc is tllc cnrlorsc~licl~t of 
sound~icss and rcliitbili~ y I I I ; I I  "rccog~ii~ioli" by NI  1 ll cot~ld co~~vcy  i f  i~ is propcrl y ninrke~cd. 

Unfortunntcly, a liu~irbcr of rcguli~~ory bnrricrs work agi~il~st I-IFC ~iiobilization of dcposits, 
pnrticularly Iio\~sel~old savings. First are tlic NIjI3 rcgtlliitio~ls of dcposit irirerest rates. IlFCs 
are liniitcd to pi~yi~ig il tiinxi111111n in~crcst ratc of 14 pcrccnt on dcposits plus a niaxiliiu~n 
co~li~nissioli of 2 pcrccnt to egclils who sccrlrc dcposits. Of morc i~nporta~rcc, beginning in  1989, 
I-IFCs lost (lie ability lo tnkc dcposits fro111 ilidividuals for a ycriod less t l ~ n t i  24 niontlis (it had 
previously bcen six mo~iths). Altlioi~gli this regulation docs not apply to corporate and foundation 
dcposits, i t  prescnts a'mnjor obs~aclc to attracting liouscliold savings, which represent the largest 
poteli(ia1 fbr IUCs. 

'Tlic action takc~i by tlic Ill31 to rcstric~ t l~c  dcposit tcrm by flFCs was, a t  lcast partially, to 
protect the comnicrcinl biwking sysrc~n from competition.' Thc action badly undcrcut NHB's 
mobilization stratcgy for attracting hor~scliold snviligs 10 the Ilotrsing filia~icc system. NIIB has 
workcd quictly bcllind thc .sccacs, but willlout cffcct, 10 hnvc tllc tlcposit tern1 fur llFCs 
sliorlcncd. 

Conui~crci;d b:~nks pay 10 pcrcclit for two-ycar dcposi~s, while IWCs can offer up to 14 
pcrccnt. IGCs arc now offcring intcrcst ratcs of 12.5 to 14 pcrccnt and piiy co~iiniissio~is to 
ngclits. I~lowevcr, tl~csc liiglicr intcrcst ratcs arc offsct by restrictions on HFC ndvcrtising for 
I t~~ids  and rlic collection of tax on intcscst ilico~iic at sourcc for IlFCs but llot for contiicrciol 
bai ks. 

Cu~i(~.ac( i~nl  Savi~lp:  'I'lic 1lo11ic I.v;II~ 14cco111il (II1,A) S ~ ~ I C I I I C  

As stnlctured, the I-ILA sclicnlc rclircscnts a major linbility for N I I B  rather than a source of 

Tllc nrgtllncllt was nlso nlalc III;II  i~ \voaltl brill& I I IC  lcrln stn~cl~lrc of IiI:C li;~l)ili~ics 111on: in linc wit11 lhal 
ul il~rir osscu. 



I Tr~rids, Udcss nccounl vol~~r i ic  grows sufTicier~rly rnpidly, Jcpositors wliose nccouri~s mnrurc arc 
po l~ i i scd  by N i l 0  n IOil~i cquirl to n ~ ~ w l r i p l c  o f  tlicir clepo;ir r~ccouri~, 'Tliils, tiinturilig I ILAs 
gcricrirrc n riccd Tor iuJditionnl funds sorlrccs Tor NI  ID, 

LILA cliablcs dcposi~nrs lo clc~iio~istr;lrc their nbiliry 10 11i:rkc rcgulnr pnytlicrils ovcr a 
silslilillcd j~criod ir~id rjr~nlify Tor a luiin. I lowcvcr, IIIA jxlrlicipi~rioll Ii;~s bcc~i  fnr sliurt or 
~:spccrnrions, Oric rcnson ~ i iny  be rlinr t l ~ c  i n~c rcs~  rnrc 011 savings lags filr bcliirid tlic currerir 
rnrc or housing pricc npprccinriol~, so ~hnt  snvcrs ofrcn cnnlior nfTord a Iiousc wlicn tlic 
RCCOilnt IililturCr 

Sccoticlnry Mur(gagc Rlnrkct 

A sccondzry ~l\o~,tg;igc tni~rkct rc1)rcscllIs ;I po~c!lti;il sourcc or t l t ~ ~ i ~ c s ~ i c  m~~rkc~.oricritcd 
~ I I I ~ ~ S ,  Nl  ID is, ill hcr, n sccollrlnry fillnrlcirrg f i ~ c i l i ~ y  ilsclf, si~icc i t  rcriri;~nccs ngnins~ n block 

.of "cligiblc" niol*lg;iyc lo:ins. Ilowcvcr, ir docs 1io1 p ~ ~ ~ l i i ~ s c  llicsc IO;IIIS nor do IIIC 1oi11is 
specificallya rcprcsetlt rlic col1n1cr;ll i~gnirlst rlic rcfi~inricir~g. l ' l ic  Nl  ID rcfirinrices ngninst the 
gcticrnl credi~wortl~incss of NliB-rccognizcd I If Cs. 

I IDFC lins spcrl~ scvcral ycilrs structuring a ~lior~gngc.bi~ckcd xcuri ty (scc Arincx C-8 for 
a bricf descriprioli), but i s  un!ikcly 10 issue i t  while rnarkct iritcrcst rnres an so Iiigh. An 
additiannl problcm nssocinred witti s c c o ~ i d q  niorrgngc mnrkct ins~runicrits is [lie difficulty of 
foreclosing on [ l ie uridcrlyir~g niortgage if (he loan becoriies delinquent. NI-If3 has inuoduced new 
legislation lo improve tlic foreclosure process. A third difficulty in  developing a secndary 
morlgagc market i s  [hat rhe niorrgngc ins~rumcr i~ is not yct sti~ndnrdizcd. 



Poten t l a l  Hodel s f o r  a Group-Guarantee Housing Loan Program 

A number o f  non-governmental organ! zat ions (NGOs) havo evidenced the 
capaci ty  t o  provide houslng f lnance t o  t h e i r  low-income members. 
These inc lude Sel f Employed Women's Associat lon (SEWA) o f  Ahmedabad; 
Annapurna Mahl l a  Mandal o f  Bombay and Vashi (Annapurna); Punervaas o f  
Delh i  ; Working Women's Forum (WWF) o f  Bombay; Alnashi Lingam 
Education Trust  I n s t i t u t i o n s  (AETI) i n  Colnbatore; the 81 har a1 l k  
producers cooperat ive: ,Society f o r  Promotion o f  Area Resource Centers 
(SPARC) i n  Bombay; and Rayala Seema Sewa Samittee I n  Tlrupat!. 
I n t e r e s t  i n  emulating these types o f  organizat ions has sprung up i n  a 
number o f  o ther  c i  t i e s .  

a 

These organizat ions c u r r e n t l y  provide short - term loans t o  
informal-sector  entrepreneurs. I n  many o f  these loan programs, 
de fau l t  ra tes  have been q u i t e  low, some even on the order o f  
two-to- f ive percent. The h igh  repayment ra tes  are achieved through 
use o f  innovat ive  1 ending techniques, such as group-guaranteed loans, 
use o f  scheduled, lncrementally-increasing loans, and so on. Many o f  
these techniques have been used i n  o ther  countr ies w l th  s i m i  l a r  
s u c c e ~ s . ~  

Most NGOs t h a t  are associated w i t h  low-income households focus on 
upgradl ng sk l  1 1 s and Income and p rov l  d l  ng human serv l  ces . However, 
several establ  lshed NGOs have evidenced an i n t e r e s t  I n  adding houslng 
lend ing  t o  t h e i r  in tegra ted range o f  serv ices.  SEWA has a l ready made 
some housi ng-re lated loans. Annapurna has 1 egal l y  establ  i shed a 
housing f inance cooperat ive, has purchased a p l o t  o f  land t h a t  would. 
house 10 households, and members have begun saving f o r  the 
downpayment o f  the const ruc t ion  and housing loans. Punervaas i s  
a f f i l i a t e d  w l t h  the Delh l  Co-operative Housing Finance Society, has 
obtained l i m i t e d  amounts o f  concessional f inanc ing  from the Or ien ta l  
Bank o f  Commerce, and i s  a t tempt ing t o  ob ta in  HFC f inanc ing  fo r  i t s  
slum upgradation p ro jec t s .  Punervaas housing loans are insured by a 
GIC group p o l i c y  against  death, fire, dest ruc t ion ,  etc.  

Housing i s  recognized as a p o t e n t i a l l y  valuable product ive  i n p u t  fo r  
expanding a low-income, i nformal-sector household's income generat ing 

* See examples o f  group lend ing  schemes and cooperat ive f i n a n c i a l  i 
n s t i  t u t i o n s  l i s t e d  i n  The World Bank, World Oevelo~ment Report 1989, Ox 
fo rd  U n i v e r s i t y  Press, 1989, pp. 116-21. 



capacl t y .  Permanent, e l e c t r l  f l  ed houslng enables parents t o  work 
longer hours, both away from and w l t h l n  the home, and contributes, 
through Improved sant t a r y  condl t lons ,  t o  b e t t e r  hea l th  and Increased 

' p roduc t l v l t y .  I n  t u rn ,  h lgher p r o d u c t i v i t y  and h lgher and more 
s tab le  lncome enables homeowners t o  repay houslng loans more 
promptly. 

NGOs t h a t  establ  l s h  communl ty-based f l n a n c l a l  l n s t l  t u t l o n s  (such as 
houslng f inance cooperat lves) would nego t i a te  w i  t h  HFCs In te res ted  
i n  co l  l abo ra t l ng  w l  t h  them. Loans would be made t o  l nd tv idua l  
cooperat ive members on the bas! s o f  l n d l v i d u a l  c red i  t underwrl t l n g  
and appralsal  c r l t e r l a .  Ownershlp of the land 1s i n  the name o f  the 
cooperat lve; r l g h t s  o f  tenure and ownership o f  t h ~  house Is accorded 
t o  the household's pr lmary cooperat lve member andfor spouse. Home 
purchases and sales are perm! ss l  b le ,  subject  t o  the purchaser meet1 ng 
maximum lncome and o the r  e l  f g l  b l  1 I t y  requ l  rements o f  the cooperat1 ve . and ob ta in ing  approval f o r  membership. Loan repayment I s  guaranteed 
by the  mortgage o r  o ther  c o l l a t e r a l ;  the group guarantee and loan 
co l  l e c t f o n  mechanism provided by the cooperat lve; and the p o t e n t l a l  l y  
h i g h l y  e f f e c t i v e ,  non-judIct al ' procedures I n  regard t o  del  I nquency 
and de fau l t  f o r  loans t o  cooperat ive members (e.g., under the Delh l  
Cooperatlve Soc le t les  Act  1972).  
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Cenn1.n I C r l  t e r l  a UttJer KG S t n t u l o r y  
Au t l ~ o r i  t y .  

W i 1 I t l l e  aroaosed a r o  j e c t  l l lcet  t h e  
f o l  l o w l n p  c r I  t e r l  a. 

( I )  i s  I r r tended t o  I n c r e a s e  t l l e  a v i l l  l a -  
b l l l t y  o f  do tnest lc  f f ! ~ a l ~ c I t ~ g  b y  
de l~ lor ts t ra  t i n g  t o  l o c o  l er l t renl-erreoles 
and l n s t l  t u t l o l i s  t l l a t  p r o v l d l r ~ g  l ow-  
c o s t  l l ous ing  I s  f l l r a ~ ~ c i a l l y  v i a b l e ;  

( 2 )  I s  I n t e n d e d  t o  a s s i s t  I n  t l r a ~ ~ s l l a l l  I I I~  
resources f o r  l o w - c o s t  Iwus  I l tg  ; 

( 3 )  s u n n o r t s  a u l l o t  vr.oJec1 Tor' l o w - c o s t  
s h e l t e r ,  o r  I s  i n t e n d e d  l o  have a 
Inax lnl~rln den1011 s t r a  t i o n  irr11)ac t on  
l o c a l  i n s t i  t u t l o ~ l s  arid n a t i o l l a l  
~ o l l c y ;  and, 

( 4 )  I s  I n t e n d e d  t o  have a l o l t g  I-UII g o a l  
t o  d e v e l o u  domes t t c  c o r i s t r u c t  I o n  

. c a ~ a b l l l t l e s  and s t i m u l a t e  l o c a l  
c r e d l t  I n s t l t u t t o r l s  t o  make 

- .  a v a l l a b l e  domes t i c  c a u l  t a l  al ld . o t l i e r  management a11d t e c l r r ~ o l o p  l c a l  
r e s o u r c e s  r e a u l r e d  f o r  e f f e c t  l v e  l o r  
c o s t  s h e l t e r  Drogralns and p o l  l c i e s .  

U l 1 l t h e  I ssuatice o f  111 l s, ouaral t  t y  causc 
M e  t o t a l  f a c e  att~oult t o f  gual-artt  I e s  i s s u e d  
al ld o u t s t a n d l r ~ q  a t  t l l f s  t IIII~ t o  b e  I n  
excess  o f  J.l.T7-I B.,OOO,OOUf 

$ ' 2 , 5 S S l ~ o , a . ~  
Wi 1 l t h e  o u a r a n t y  be I s s u e d  o r l o r  t o  
Scatelltber 30, 19917 

Yes --- - ..-.--. I 
.L.. 
i 

Yes I ,--,,,. .. . - 1  
I 

Yes 
I 

.------ I 

" ' "i' 

Yes . . . ....I, 
! 



k c t  1011 2 2 2 ( b l  

W l 1 l t l t e  p roposed guctrarlty r e s u l t  i n  
a c t  l v l  t i e s  w l i l c l i  emplraslze: 

( 1 )  l r r o j e c t s  p t . o v f d i n ~  i : i~p~ 'ovn[ l  IIOIII~ 
s l t e s  t o  Door fantl 1 l e s  on \ r l i l c l ~  t o  
I l u l l d  s l l e l t e r  and r e l a t e d  s e r v i c e s ;  
o r  N o  .- - ..-.-a 

( 2 )  o r o j e c t s  co lnpr ised o f  e x o n ~ i d a b l e  
c o r e  s h e l t e r  u n l t s  on  s e r v i c e d  s l l e s ;  

( 3 )  sllrtn u o o r a d i r f g  p r o j e c t s  das i$Vcd t o  
c o r ~ s a r v e  nnd lnrprove . e x l s t f ~ r g  she1 tet'; Yes 

( 5 )  coltllrlunl t y  f a c l l  1 t l e s  and s e r v i c e s  i n  
s u o ~ o r t  o f  ~ r o j e c t s  a u t l l o r l  zed unde r  
i l l i s  s e c t i o n  t o  Improve t h e  she1 t e r  
o c c u p i e d  b y  t h e  p o o r ?  

I f  t l l e  o r o j e c t  r e w i r e s  t i l e  use o r  con -  
s e r v a t l o n  o f  ene rgy ,  was cons id era ti or^ 
p t v e n  t o  t h e  use  o f  s o l a r  e r ie rpy  
t e c l ~ n o l o q i e s ,  where e c o n o m i c a l l y  o r  
t e c h n i c a l l y  f e a s l b l e ?  

U l  I I t h e  A. 1.0. sus ra t r t y  f e e  b e  i n  an 
an~oun t a u t h o r i z e d  b y  A. 1.0. I n  accordance 
w i t h  i t s  d e l e g a t e d  poivers? 

Sect lo11 2 2 3 ( f  ) 

Yes .---..---- -. . 

IS t h e  maximum r a t e  o f  l n t e r e s t  a l l o w a b l e  
t o  t l te  e l l a l b l e  U.S. I n v e s t o r ,  as 
c r e s c r l b e d  hy t h e  A d m i n i s t r a t o r ,  n o t  more 
than o n e ' ~ e n e n t  ( 1 % )  above t h e  c u r r e l t t  
r a t e  o f  i n t e r e s t  a p p l  l c a b l e  t o  h o u s i n g  
nlor tgaaes i n s u r e d  by t h e  Department o f  
l lous ing  and Urban D e v e l o ~ r n e n t ?  2- - - . --. . . . . - . 



9 c t  lon  ZZ3( J) 

( 1 ] H l  I1 the oroposed l lousirig Gunrarlty 
be coord l r la ted wl t l r  and cornolenrentary 
t o  o t he r  develoonrent a s s i r t a r ~ c e  i n  tire 
110s t coun t r y 7  

Yes - .-. .-. - . a  . -*  

( 2 )  W l  I 1  the proposed I lousing Guorority 
derrronstrate t h e  f e a s i b l  l l t y  o f  
o a r t l c u l e r  k t nds  o f  Irousing orrd o t h e r  
t n s t l  t u t l o n a l  ar ranpen~ents t  Yes ...,.-, . . .. , a ..- 

( 3 )  I s  the  ~ r o j e c t  dcs l$ r rd  arid olonrred 
by A . 1 . 0 ,  so t h a t  a t  l e a s t  n i n e t y  
uercent  (9m) o f  t h e  face vo luc 

0 of  the ~ r o o o s e d  guaranty  w i l l  be f o r  
I louslnp s u i t a b l e  f o r  Iarnl l ies  below 
the nredian urban lncorlre f o r  I ~ o u s i  ny 
i n  urban areas, i n  t he  host  courrtry? Yes --.,,-.,- - . . - ,- 

( a )  W i l l  the issuance o f  t h i s  qvarartty 
cause the face  va lue  o f  guaran t ies  
Issued w i  tlr resnec t t o  t he  110s t cou~t  t r y  
t o  exceed $ 2 5  m l l l t o n  I n  any f l s c a l  
y e a r ?  N o -,-.----..-- " .  . .-- 

( 5 )  W l  I1 the Issuance o f  t h i s  guaranty 
cause t he  averaqe face  va lue o f  a l l  
housing ouaran t ies  issued I n  t h i s  
f l s c a l  yea r  t o  exceed $15 m i l  l i o n 7  No -. . .- . . . , . ..- 

111 11 tire quaran ty  agreement o rov lde  t h a t  it 
w i l l  cover  o n l y  lenders  who a re  " e l i g t b l e  
inves to rs "  w f t f i i n  t he  aleanfng o f  t i i t  s 
sec t ion  o f  the s t a t u t e  a t  t he  t ime the  
ouaranty i s  Issued? yes --.,-q ---. - , . . . . -. 

0 .  Crl t e r l  a lhtder Gerieral Fore ign  Ass is tance 
Act  Author! t y .  

( a )  Does t h e  h o s t  cnun t ry  meet the gcrreral 
c r l t e r l a  f o r  coun t r y  e l i g i b i l i t y  under 
t he  Fore ign  Assfs tance A c t  a s  s e t  f o r t h  
I n  the coun t r y  e l l g i b i l l t y  c l l c c k l l s t  
DreDared a t  t he  beqlnntnq o f  each y c s r ?  . Yes ... ....-- . -. 



( 2 )  Is there any reason t o  be1 { e v e  t h a t  
circumstances have  changed I n  the  host  
country  SO t h a t  4 t would trow b e  111- 
e l  I ~ i b l e  under t h e  c a u r ~ t r y  s t a t u t o r y  
clleck I 1  s t ?  No - . - .  ......- I L .  , . . . , . . .  
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L l  s ted  be 

5C( 1 ) - COUNTRY CHECKLIST 

low a re  s t a t u t o r y  c r l t e r l a  a p p l l c a b l e  t o  the  e l l g t b l l l t y  o f  coun t r les  
t o  r ece f ve  the  f o l l o w i n g  categories o f  ass ls tance :  ( A )  bo th  Oevelopment 
Assl  stance and Economic Support Funds: ( 0 )  Development A s s l  s tance funds o n l y ;  
o r  (C) Economlc Support Funds o n l y ,  

A ,  COUNTRY W T Y  -RIA A P P W  TO BOTh 
ENT AWSTANCE AND m C  SUPPQBI - 

a * H e c l a t l . v a . 1  
1991 A ~ ~ r o ~ r l a t l o n s  Ac t  Sec. 559(b)1: 
Has the Pres lden t  c e r t l f l e d  t o  the  
Congress t h a t  the government o f  the 
r e c i p i e n t  coun t r y  I s  fa1 l l n g  t o  take 
adequate measures t o  p reven t  n a r c o t l  c 
drugs o r  o t h e r  c o n t r o l  l e d  substances 

.which are  cu l  t l v a t e d ,  produced o r  
processed I l l I c I t l y ,  I n  whole o r  I n  
p a r t ,  I n  such coun t ry  o r  t r anspo r t ed  
through such coun t ry ,  f rom be lng  so l d  
i 1 l e g a l l y  w i  t h i n  t he  j u r i s d i c t f o n  o f  
such coun t r y  t o  Un i t ed  S ta tes  Government 
personnel o r  t h e i r  dependents o r  f rom 
e n t e r i n g  the Un i t ed  S ta tes  un l aw fu l  l y ?  

b.  P o s i t i v e  C e r t i f i c a t i o n  (FA4 
Sec. 481(h)): (Th l s  p r o v i s i o n  appl  l e s  
t o  ass is tance  o f  any k i n d  p rov i ded  by 
g ran t ,  sa l e ,  l oan ,  lease,  c r e d l t ,  
guaranty ,  o r  insurance,  except  ass1 s -  
tance from t he  C h i l d  S u r v i v a l  Fund o r  
r e l a t i n g  t o  i n t e r n a t i o n a l  n a r c o t i c s  
c o n t r o l ,  d l  sas te r  and refugee re1  l e f ,  
n a r c o t i c s  educat ion and awareness, o r  



4 

A N N E X  L-2 

the p rov i s ion  o f  food o r  medlclne,) If 
the r e c l p l e n t  i s  a "major i l l i c l t  drug 
productng country" (def ined a s  a country 
produclng dur lng a f i s c a l  year a t  l e a s t  
f i v e  metrlc tons o f  opium or  500 metrlc 
tons o f  coca TP marijuana) o r  a 9najor 
drug-trans1 t c c m t r y ' '  ( d e f i  ned as a 
country t ha t  l s  a s i g n l f l c a n t  d l r e c t  
source o f  I 1  l i c l  t drugs s lgn i  f l c a n t l y  
affecting the Uni ted S t a t o s ,  through 
which such drugs are transported, o r  
through which s l g n l f l c a n t  sums o f  drug- 
re la ted  p r o f i  t s  are laundered w i  t h  the 
knowledge o r  comp l i c i t y  o f  the 
government : 

( 1  Does the country have Yes 
I n  place a b i l a t e r a l  narco t fcs  agreement 
w l  t h  the Uni ted States,  o r  a mu1 t i l a t e r a l  
na rco t l  cs agreement? 

( 2 )  Has the President i n  
the March 1 I n te rna t i ona l  Narcot ics 
Control Strategy Report (INSCR) deter-  
mined and c e r t l  fi ed t o  the Congress 
( w l  thout  Congressional enactment, 
w i t h i n  45 days of continuous session, 
o f  a r e s o l u t i o n  disapproving such a 
c e r t i  fi ca t i on ) ,  o r  has the President  
determined and c e r t i f i e d  t o  the Congress 
on any o ther  date ( w l  t h  enactment by 
Congress o f  a resol  u t l o n  approvl ng such 
certification), t h a t  (a )  dur ing  the 
previous year the country has cooperated 
f u l l y  w i t h  the Uni ted States o r  taken 
adequate steps on i t s  own t o  s a t i s f y  the 
goals agreed t o  i n  a b i l a t e r a l  na rco t i cs  
agreement w i t h  the Uni ted States o r  i n  a 
mu1 t i  l a t e r a l  agreement, t o  prevent 
I l l i c i t  drugs produced o r  processed i n  
o r  t ranspor ted  through such country from 
being t ransported i n t o  the Uni ted States,  
t o  prevent  and pun1 sh drug p r o f i  t laun- 
der ing i n  the country,  and t o  prevent 
and punish b r i b e r y  and other  forms o f  
pub1 i c  co r rup t i on  which fac i  1 i t a t e  
product ion o r  shipment of i l l i c i t  drugs 
o r  discourage prosecut ion o f  such ac ts ,  
o r  t h a t  ( b )  the v i t a l  na t iona l  i n t e r e s t s  
of the Un i ted  States requ i re  the 
p rov i s ion  o f  such assistance? 

The c e r t i f i c a t i o n  was 
made i n  March 1991. 



ANNEX 1-3 

- c a  F s v _ e r _ n m e =  
&. a . C 3 U Z Z Z :  

h % p p l l e s  t o  the same ca te -  N o  
go r l es  o f  assistance sub jec t  t o  the  
r e s t r l c t l o n s  I n  FAA Sec,  401(h),  above,) 
I f  r e c l p l e n t  coun t ry  I s  a  "major l l l l c l t  
drug p roduc lng  coun t ry "  o r  "major drug- 
t rans !  t coun t ry "  (,s def ined  f o r  t he  
purpose o f  FAA Sec, 481(h ) ) ,  has the  
P res i den t  subml t t e d  a r e p o r t  t o  Congress 
I l s t l n g  such coun t ry  as one: ( a )  whlch, 
as a  ma t t e r  o f  government p o l l c y ,  
encourages o r  f ac l  1 l t a t e s  the p roduc t l on  
o r  d l s t r l b u t l o n  o i  l l l l c l t  drugs; (b) I n  
whlch any sen lo r  o f f l c l a l  o f  the govern- 
mont engagos i n ,  encourages, o r  f a c l l  l- 
t a t e s  the  p roduc t l on  o r  d l s t r l b u t l o n  o f  
I l l e g a l  drugs;  ( c )  I n  whlch any member 
o f  a  U.S. Government agency has su f fe red  
o r  been th rea tened  w i t h  v i o l ence  
inflicted by o r  w i t h  the  c o m p l l c l t y  o f  
any government o f f i c e r ;  o r  ( d l  whlch 
f a i  1 s  t o  p rov i de  reasonable coopera t ion  
t o  l a w f u l  a c t l v l t i e s  o f  U.S. d rug  
enforcement agents,  un less the  PresOdmt 
has p rov i ded  the  r equ i r ed  c e r t l f l c a t l o n  
t o  C o n g r ~ s s  p e r t a i n i n g  t o  U,S, n a t i o n a l  
1n te re : l s  and the  drug c o n t r o l  and 
c r i m i n a l  p rosecu t i on  e f f o r t s  o f  t h a t  
cour; t r y ?  

2 .  Jndebtedness t o  U.S.  C l  t i z e n s  
(FAA Sec. 6 2 0 ( u :  If ass is tance  i s  
t o  a  government, i s  the government 
indeb ted  t o  any U , S ,  c i t i z e n  f o r  goods 
( I .  se rv l ces  f u rn i shed  o r  o rdered  where: 
( a )  such c i t i z e n  has exhausted a v a i l a b l e  
l e g a l  remedies; (b )  the  debt  i s  n o t  
denied o r  con tes ted  by such government; 
o r  ( c )  t he  indebtedness a r i s e s  under an 
u n c o n d i t i o n a l  guaranty  o f  payment g i ven  
by such government o r  c o n t r o l  1 ed e n t i  t y ?  

3 .  Se izu re  o f  U . S ,  P r o ~ e r t v  (F& 
Sec. 6 2 0 ( e ) ( l ) l :  I f  ass is tance  i s  t o  a  N o  
goverw ien t  , has i t ( i n c l u d i n g  any govern- 
ment ..gencies o r  subd i v i s i ons )  taken any 
a c t i o n  which has the  e f f e c t  o f  
n a t i o n a l i z i n g ,  e x p r o p r i a t i n g ,  o r  o t h e r -  
wise s e i z i n g  ownership o r  c o n t r o l  o f  
p r o p e r t y  o f  U.S.  c i t i z e n s  o r  e n l l  t i e s  
bene f i  c l  a1 l y  owned by ,them w i  t hou t  
t a k i n g  s teps t o  d ischarge i t s  o b l i g a -  
t i c n s  toward such c i t i z e n s  o r  e n t i t i e s ?  



ANNEX 1-4 

44 4 - 
p r i a t l o n s  Bft  S e c s l 2 .  545: I s  r e c l -  
p l e n t  coun t r y  a  Communist couq t r y?  If 
SO, has the  P res i den t :  ( a )  determlned 
t h a t  ass is tance  t o  the  coun t r y  I s  v l t a l  
t o  t h e  s e c u r i t y  o f  the  Un1 t e d  S ta tes ,  
t h a t  t he  r e c l p l e n t  coun t ry  1s n o t  con- 
t r o l  l e d  by the i n t e r n a t l o n a l  Communist 
conspl r acy ,  and t h a t  such ass! s  tance 
w i l  l f u r t h e r  promote the  Independence 
o f  t he  r e c l p l e n t  coun t r y  from l n t e r n a -  
t i o n a l  communism, o r  ( b )  removed a  
coun t ry  from a p p l i c a b l e  r e s t r l c t l o n  
on ass! stance t o  Communi s t  coun t r i es  
upon a  de te rm ina t i on  and r e p o r t  t o  
Congress t h a t  such a c t i o n  1s impo r t an t  
t o  the  n a t l o n a l  i n t e r e s t  o f  t he  Un i t ed  
S ta tes?  HI1 1  ass is tance  be p rov ided  
e i t h e r  d i r e c t l y  o r  l n d l r e c t l y .  t o  Angola, 
Cambodia, Cuba, I r a q ,  .Libya, Vietnam, 
I r a n  o r  S y r i a ?  W i l l  ass is tance  be 
p rov ided  t o  A fghan is tan  w i  t h o u t  a  
c e r t i f i c a t i o n ,  o r  w i l l  ass ls tance  be 
p rov ided  i n s i d e  Afghani s tan  through the  
Sovi e t - con t r o l  1  ed government o f  
Afghan! s tan? 

5 .  M-ou: 
Has t h e  coun t r y  pe rm i t t ed  o r  f a i l e d  
t o  take  adequate measures t o  p reven t  
damage o r  d e s t r u c t i o n  by mob a c t i o n  
o f  U.S. p r o p e r t y ?  

6. OPIC Investment  Guaranty 
(FAA S ~ C .  620(1U: Has t he  coun t r y  
fa i led t o  e n t e r  i n t o  an investment  
guaran ty  agreement w i t h  OPIC? 

7. Seizure  o f  U.S. F i s h i n q  
Y ' $ 

r o t e c t i v e  Ac t  of 1967. as amended, 
m: ( a )  Has the  coun t r y  se ized,  
o r  imposed any p e n a l t y  o r  sanc t i on  
a g a i n s t ,  any U,S. f i s h i n g  vessel  
because o f  f i s h i n g  a c t i v i t i e s  i n  
i n t e r n a t i o n a l  waters? ( b )  If so, 
has any deduc t ion  r e q u i r e d  by t he  
F i  shermen's P r o t e c t i v e  Act  been 
made? 

No; 

No; 

N/A 
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Lpan Oefaul t (FAA Sec, 620(a); 
FY_1991- 
( B r o w  Amendment).): ( a )  Has the 
government o f  the  r e c i  p l e n t  coun t ry  
been i n  d e f a u l t  f o r  more than s i x  
months on i n t e r e s t  o r  p r i n c i p a l  o f  
any loan t o  the coun t r y  under FAA? 
(b) Has the coun t ry  been i n  d e f a u l t  
f o r  more than one year  on i n t e r e s t  
o r  p r i n c i p a l  on any U,S, loan  under 
a  program f o r  which t he  FY 1991 
Appropr ia t ions  Ac t  appropr ia tes  funds? 

9.  M i  l i t a r v  E p u i ~ m e n t  (FAA Sec, 
620(s)): I f  contemplated assistance 
i s development loan  o r  t o  come from 
Economic Support  Fund, has t he  Admi n i  s -  
t r a t o r  taken i n t o  account the percen t  
o f  the  c o u n t r y ' s  budget and amount o f  
t he  coun t r y ' s  f o r e i g n  exchange o r  o t h e r  
resources spent on m i  1 i t a r y  equipment? 
(Reference may be made t o  the  annual 
"Taking I n t o  Cons idera t ion"  memo: "Yes, 
taken i n t o  account by t he  Admini s t r a t o  
a t  t ime o f  approval  o f  Agency OYB. " 
This approval by the  Adm in i s t r a t o r  o f  
t he  Opera t iona l  Year Budget can be t he  
bas i s  f o r  an a f f i r m a t i v e  answer du r i ng  
:ha ' f i s c a l  year un less s i g n i  f i c a n t  
changes i n  circumstances occur .  

10. Q i ~ l o m a t i c  Re la t l ons  w f t h  U . S . 
f A h  Sec. 620(t)2: Has t he  coun t r y  
severed d i p l oma t i c  r e l a t i o n s  w i t h  the  
U n i t e d  S ta tes?  I f  so, have r e l a t i o n s  
been resumed and have new b i l a t e r a l  
ass is tance  agreements been nego t i a t ed  
and en te red  i n t o  s i nce  such resumption? 

11. U.N. O b l i a a t i o n s  FAA S& 
620_0): What i s  t he  payment ,.t*atus I n d i a  i s  i n  a r r e a r s ;  
o f  t he  c o u n t r y ' s  U.N. o b l i g a t i o n s ?  however, t h i s  has been 
If the coun t r y  i s  i n  a r r e a r s ,  were such taken i n t o  account by 
z r rez rages  taken i n t o  account by the  t he  Adm in i s t r a t o r  a t  t ime 
AID Admi , ~ i  s t r a t o r  i n  de te rmin ing  t he  o f  agproval  o f  Agency OYB. 
c u r r e n t  AID Opera t iona l  Year Budget? 
(Reference may be made t o  t he  "Tak ing 
i n t o  Cons idera t i cn"  memo.) 



ANNEX L-6 

a, - 
(FYfl~~~ronrlatlood Act  See* 556; 
FAP, Sec. _62DA): Has the coun t r y  been 
determined by the  Pres iden t  t o :  ( a>  ( a )  No 
g r a n t  sanctuary  from p rosecu t i on  t o  any 
I n d i v i d u a l  o r  group which has commltted 
an a c t  o f  i n t e r n a t i o n a l  t e r r o r i s m ,  o r  
( b )  o therw ise  suppor ts  i n t e r n a t i o n a l  ( b )  No 
t e r r o r i s m ,  un less t he  Pres iden t  has 
waived t h i s  r e s t r i c t i o n  on grounds o f  
n a t i o n a l  s e c u r i t y  o r  f o r  human1 t a r i a n  
reasons? 

b. P l r n o r t  Secur i  t v  (ISDCA o f  
1985 Sec. 552(b)L: Has the  Secre ta ry  
o f  S t a t e  determined t h a t  t he  coun t r y  i s  
a  h i g h  t e r r o r i s t  t h r e a t  coun t ry  a f t e r  
t he  Secre ta ry  o f  T ranspo r t a t i on  has 
de te ra ined ,  pursua*?t t o  s e c t i o n  
1115te)(2)  o f  t he  Federal  A v i a t i o n  Ac t  

.of 1958, t h a t  an a i r p o r t  t n  t h e  coun t r y  
does n o t  ma in ta i n  and adm in i s t e r  e f fec -  
t i  ve secur l  ty measures? 

13. D l  s c r l m i n a t l o n  (FAA 
§66(b)L: Does the  coun t r y  ob i%.  on 
t h e  bas i s  o f  r a w ,  r e l i g i o n ,  n a t i o n a l  
o r i g i n  o r  sex, t o  t he  presence o f  any 
o f f i c e r  o r  employee o f  t he  U.S. who i s  
p resen t  i n  cuch coun t ry  t o  c a r r y  o u t  
economic development programs under t he  
FAA? 

14. Nuc lear  Technoloav (FAA Secs. 
669. 67_0)): Has t h e  coun t ry ,  a f t e r  
August 3 ,  1977, d e l i v e r e d  t o  any o t h e r  
coun t r y  o r  r ece i ved  nuc l ea r  enr ichment  
o r  reprocess ing  equipment, m a t e r i a l s  o r  
technology,  w i t h o u t  speci  fi ed arrange-  
ments o r  safeguards, and w i t h o u t  spec i a l  
c e r t i f i c a t i o n  by t h e  P res i den t?  Has i t  
t r a n s f e r r e d  a  nuc l ea r  exp l os i ve  dev i ce  
t o  a  non-nuclear weapon s t a t e ,  o r  i f 
such a s t a t e ,  e i t h e r  r ece i ved  o r  
detonated a  nuc l  ear exp l os i ve  dev i ce?  
If t h e  coun t r y  i s  a  non-nuclear weapon 
s t a t e ,  has i t ,  on o r  a f t e r  August 8 ,  
1985, expor ted ( o r  a t tempted t o  e x p o r t )  
i l l e g a l l y  from t he  Un i t ed  S ta tes  any 

To ou r  knowledge, I n d i a  
has n o t  d e l i v e r e d  o r  
r ece i ved  such equjpmen t ,  
m a t e r i a l s  o r  technology 
nor  t r a n s f e r r e d  a  nuc lear  
dev ice .  There i s  no 
o f f i c i a l  USG de te rmina t ion  
t h a t  I n d i a  has det,ll ',ated 
a  nuc l ea r  exp l os i ve  
dev ice  and t he re fo re  i s  
s u b j e c t  t o  t he  p r o h i b i t i o n s  
o f  FAA Sec t ions  669 and 6 7 G  



ANNEX 1-7 

m a t e r i a l ,  equipment, o r  technology 
which would c o n t r i b u t e  s ign i f1 ,can t l y  
t o  the  ah! 1 i t y  o f  a  coun t ry  t o  manu- 
f ac tu re  a nuc l ea r  exp l os i ve  dev ice? 
(FAA Sec t ion  620E permi ts  a  spec ia l  
waiver o f  Sec t i on  669 f o r  Pak is tan .  1 

15. I \ l a i e r s  Mpet lna (m of 
1981 Sec. 7201:  Was t he  coun t ry  repre-  
sented a t  t he  Meet ing o f  M i n i s t e r s  o f  
Fore ign A f f a i r s  and Heads o f  De lega t ions  
o f  the  Non-Al igned Countr ies t o  the  36 th  
General Assembly o f  the U.N. on Sep- 
tember 25  and 28, 1981, and d i d  i t  fa!  1 
t o  d i sassoc i a t e  i t s e l f  from the  
communique i ssued?  If so, has the  
Pres iden t  taken i t  i n t o  account? 
(Reference may be made t o  the  "Tak ing 
i n t o  Cons idera t ion"  memo.) 

16. M i  li t a r v  COUD (FY 1991 ADD~Q- 
p r i a t i o n s  Ac t  See. 5131: Has t he  d u l y  
e l ec ted  Head o f  Government o f  t h e  coun t r y  
been deposed by mi l i t a r y  coup o r  decree? 
If ass is tance  has been te rmina ted ,  has 
the Pres iden t  n o t i f i e d  Congress t h a t  a  
democrat i  c a l  l y  e l  ected government has 
taken o f f i c e  p r i o r  t o  the resumption o f  
ass1 s tance? 

17. Refuaee C o o ~ e r a t i o n  (FY 1991 
A D D t ~ D r f a t i ~ n ~  A c t  Sec. 539): Does the  
r e c i p i e n t  c o u n t r y  f u l l y  cooperate w i t h  
the  i n t e r n a t i o n a l  re fugee ass i  s tance 
o rgan i za t i ons ,  t he  Un i t ed  S ta tes ,  and 
o t h e r  governments i n  f ac i  1  i t a t i n g  
l a s t i n g  s o l u t i o n s  t o  refugee s i t u a t i o n s ,  
i n c l u d i n g  r ese t t l emen t  w i t h o u t  respec t  
t o  race,  sex, r e l i g i o n ,  o r  n a t i o n a l  
o r i  g i  n ?  

18. E x ~ l o i  t a t i o n  o f  C h i l d r e n  
(FY 1991 A ~ ~ r o ~ r i a t i o n s  Ac t  Sec. 5990, 
amendina FAA See. 116): Does t h e  r e c i -  
p i  en t  government f a i  l t o  take  app rop r i a t e  
and adequate measures, w i t h i n  i t s  means, 
t o  p r o t e c t  c h i  l d r e n  from e x p l o i t a t i o n ,  
abuse o r  f o r ced  c o n s c r i p t i o n  i n t o  mi 1 i- 
t a r y  o r  parami 1 i t a r y  se r v i ces?  

I n d i a  was represented 
a t  the  meet ing and 
d i d  no t  d i s s o c i a t e  
i t s e l f  f rom the  
communique. However, 
t h i s  was taken i n t o  
account by the Admini- 
s t r a t o r  a t  t ime o f  
approval o f  Agency OYB.  

Yes 



\ 
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1 .  * 
:Qc, 1161: Has the Oepartment of State No 
determined t h a t  t h i s  government has 
engaged i n  a  consistent  p a t t e r n  o f  gross 
violations o f  i n t e r n a t i o n a l  l y  recognized 
human r i g h t s ?  I f  so, can I t  Ire demon- 
s t ra ted  t h a t  contemplated as;istance 
w i  1 1  d i r e c t l y  benef l  t the needy? 

2 .  qhor t fons  (FY 1991 W r o ~ r l a  - 
t i o n s  Act Sec, 5351: Has the President 
c e r t i f i e d  tha t  use o f  OA funds by t h i s  
country would v i o l a t e  any of the p roh l -  
b i t i o n s  against  use o f  funds t o  pay for  
the performance o f  abort ions as a  method 
of fami ly  planning, t o  mot ivate o r  coerce 
any person t o  p r a c t i c e  abort ions,  t o  pay 
fo r  the performance o f  i nvo lun ta ry  
s t e r i l i z a t i o n  as a  method o f  f hm i l y  
planning, t o  coerce o r  p rov ide  any 
f i nanc ia l  i ncen t i ve  t o  any person t o  
undergo s t e r i l i z a t i o n s ,  t o  pay f o r  any 
biomedical research which re la tes ,  i n  
whole o r  i n  p a r t ,  t o  methods o f ,  o r  the 
performance o f ,  abort ions o r  i nvo lun ta ry  
z t e r i  l i z a t i o n  as a  means o f  faml l y  
planning? 

C. COUNTRY W L I T Y  CRITERIA APPLICABLE ONLY 
TO ECONOMIC SUPPORT FUNDS ("€SF")  

1. Human Riahts V i o l a t i o n s  (FA4 
Set, M2B): Has i t  been determined N / A  
t h a t  the country has engqged i n  a  con- 
s i s t e n t  p a t t e r n  o f  gross v i o l a t i o n s  o f  
i n t e r n a t i o n a l l y  recognized human r i g h t s ?  
If so, has the President  found t h a t  the 
country made such s ign i  fi cant improve- 
ment i n  i t s  human r i g h t s  record t h a t  
f u rn i sh ing  such assistance i s  i n  the U.S. 
na t iona l  i n t e r e s t ?  
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5C(2) ASSISTANCE CHECKLIST 

Listed below a re  s t a t u t o r y  crI t e r l a  appl  l c a b l e  t o  the ass! stance resources 
themselves, r a t h e r  than t o  the e l i g i b l l l  t y  o f  a  coun t ry  t o  rece ive  
ass is tance.  Th is  sec t l on  1s d l v I ded  I n t o  t h ree  p a r t s ,  Pa r t  A i nc ludes  
c r i  t e r i a  appl { c a b l e  t o  bo th  Development Ass! stance and Economlc Support  Fund 
resources,  Pa r t  B i nc ludes  crl t e r l a  a p p l i c a b l e  o n l y  t o  Development Ass! stance 
resources P a r t  C i nc ludes  c r i  t e r l a  appl  i c a b l  e  o n l y  t o  Economic Support 
Funds, 

CROSS REFERENCE: I S  COUNTRY CHECKLIST UP-TO-DATE? Yes 

A. CRITERIA APPLICABLE TO BOTH DEVELOPMENT 
ASSISTANCE AND ECONOMIC SUPPORT FUNDS 

E f f o r t s  (FAA Sec, 601(a)L 
1, # 

: Informa t i on  
and conc lus ions on whether ass! stance 
w i l l  encourage e f f o r t s  o f  the  coun t r y  
t o :  (a )  i nc rease  the  f low of I n t e rna -  
t i o n a l  t rade ;  ( b )  f o s t e r  p r i v a t e  i n i t i a -  
t i  ve and competi t i o n ;  ( c )  encourage 
development and use o f  cooperatives, 
c r e d i t  un ions,  and savings and loan  
assoc i a t i ons  ; ( d l  d iscourage monopol i- 
s t i c  p r a c t i c e s ;  ( e l  improve t echn i ca l  
e f f i c i e n c y  o f  i n d u s t r y  a g r i c u l t u r e ,  and 
commerce; and ( f )  s t reng then  f r e e  l abo r  
unions 

( a )  The purpose o f  the  
Development Ass1 stance (DA)  
Program i s  t o  a s s i s t  the 
development o f  a  dynamic 
p r i v a t e  hous ing f lnance 
sec to r  I n  I n d i a  I n c l u d i n g  
enhancement o f  t he  s e c t o r ' s  
c a p a b i l i  t y  through use f US 
based p ro fess i ona l  sei,..,ices 
and funds f rom U.S. i n ves to r s  
f o r  hous ing loans.  A f a i r l y  
developed I n d i a n  housing 
f inance  system w l  11 inc rease  
i n t e r n a t i o n a l  t r a d e  r e l a t e d  
t o  h o v j i n g  and a l l i e d  areas; 
( b )  p r o j e c t  a c t i v i t i e s  a re  
aimed h t  t h e  I n d i a n  p r i v a t e  
sec to r ;  ( c )  model lend ing  
programs f o r  t he  poor w i l l  
a im a t  the  use o f  these 
f n s t i  t u t i o n s  a f t e r  a  
f e a s l  b i  li t y  s tudy;  ( d l  pro-  
gram a c t i v i t i e s  should i n c r -  
ease t h e  number and s t r e n g t h  
o f  p r i v a t e  hous ing f inance 
compani es, the reby  reduc ing 
p o t e n t i a l  f o r  monopoly; ( e l  
ass i  stance w i  I 1  be p rov ided  
f o r  improv ing  e f f i c i e n c y  and 
e f f e c t i v e n e s s  o f  hous ing 
f inance  sec to r  thus making 
hous ing f i nance  loans t o  
households i n c l u d i n g  low- 
Income commercial l y  
v i a b l e ;  and ( f )  no ass is tance  
I s  be i ng  p rov i ded  f o r  t h i s  
purpose. 

'I. 
I .. . . 



2 .  5 5: Informa- 
t i o n  and concluslons on how ass! stance 
w l l t  encourage U , S ,  p r i v a t e  t rade and 
investment abroad and encourage p r l  vate 
U . S ,  p a r t i c i p a t i o n  i n  fo re ign  assis-  
tance programs (Including use o f  
p r l v a t e  t rade channels and the services 
o f  U,S, p r i v a t e  en terpr ise) .  

W U o ~ r f a t l o n s  Act  Secs. 523 and 
a *  - 

591 : FAA SpC, 634lQ: I f  money I s  t o  
be ob l i ga ted  fo r  an a c t i v i t y  no t  pre- 
v i ous l y  j u s t i f i e d  t o  Congress, o r  f o r  
an amount i n  excess o f  amount pre- 
v i o u s l y  j u s t i f i e d  t o  ConQ4'ebr, has 
Congress been p rope r l y  n o t l f l e s '  (unless 
the n o t l f i c a t l o n  requirement has been 
waived because o f  subs tan t i a l  r i s k  t o  
human heal t h  o r  we1 fa re )?  

b. Wtlce o f  New A-9bl.i- 
aa t i on  (FY 1991 A ~ ~ r o ~ r i a t S o n s  Act  Sec, 
514): If funds are being ob l i ga ted  
under an appropr ia t ion  account t o  which 
they were n o t  appropr iated,  has the 
President  consulted w i  t n  and provided a 
w r i t t e n  j u s t i f i c a t l o n  t o  the House and 
Senate Appropr iat ions Comml t tees  and 
has such o b l i g a t i o n  been subject  t o  
regu la r  n o t i f i c a t i o n  procedures? 

c. h Transfers and 
N o n ~ r o j e c t  Sector Assistance (FY 1991 
A ~ ~ r o ~ r i a t i o n s  A 
I f  funds are t i t  ~ c ~ a ~ % ~ a ( i ? a k l  e i n  
the form of cash t rans fe r  o r  nonproject  
sector  assistance, has the Congress- 
i o n a l  n o t i c e  inc luded ?, d e t a i l e d  
d e s c r i p t i o n  o f  how the  funds w i l l  be 
used, w i t h  a d iscuss ion  o f  U.S. i n t e -  

t o  be served aad a d e s c r i p t i o n  o f  
economic p o l i c y  reforms t o  be 

promoted? 

4. Enai neer ina and F inanc ia l  
Plans (FAA Sec. 611(a)l :  P r i o r  t o  an 
o b l i g a  t i o n  i n  excess o f  $500,000, w i l l  
there  be: ( a )  engineering, f i n a n c i a l  or 
other  plans necessary t o  ca r r y  ou t  the 
assistance; and (b)  a reasonably f i r m  
est imate of the cos t  t o  the U.S. o f  the 

A s s l  stance under the p ro jec t  
w i l l  f os ter  1 inkages between 
U,S, and Ind ian  Institutions 
and buslnesses spec ta l l y  I n  
the p r l v a t e  sector r e l a t e d  
t o  training, technical 
ass1 stance and houslng 
f i nance. 

A Congressional No t i  f  i cat  !on 
fo r  the OA funds w l  l l be 
completed i n  the FY 92. 

( a ) ,  (b) - Such in format ion  
i s  inc luded i n  the P ro jec t  
Paper Supplement and Program 
Agreement. 

assistance? 



5 ,  # 
: If l e g i s l a t l v e  a c t l o n  I s  
r equ i r ed  w l  t h l n  r e c l p l e n t  coun t ry  w I  t h  
respec t  t o  an o b l l g a t l o n  I n  excess o f  
$?00,000, what I s  t he  bas i s  f o r  a  
reasonable expec ta t ion  t h a t  such a c t t o n  
w l l l  be completed i n  t l m e  t o  pe rm i t  
o r d e r l y  accompl lshment o f  the  purpose 
o f  the  ass is tance?  

6 .  Yater  Resources (FAA Set, 
61 l(b1: FY 1991 4PPLQPtjations Ac t  SI?G. 
fiPLZ: I f  p r o j e c t  i s  f o r  f o r  water o r  
wa te r re l a t ed  land resource c o n s t r u c t i o n ,  
have bene f i  t s  and cos ts  been computed 
t o  t he  ex ten t  p r a c t i c a b l e  I n  accordance 
w i t h  t he  p r i n c i p l e s ,  standards, and 
procedures es tab l  l shed pursuan t  t o  t he  
Water Resources Plannlng Ac t  (42 U.S.C, 
1962, & u,)? (See A . I .D .  Handbook 3 
f o r  gu i  d e l i  nes . I  

A,ssista 
7 .  * 

flCe (FY 1991 A D ~ t o D t l a t l ~ f l ~  A c t  
Sec. 575(b)>: W i l l  cash t r a n s f e r  o r  
nonp ro j ec t  sec to r  ass l s  tance be main- 
t a i ned  i n  a  separate account and n o t  
commingled w i t h  o t h e r  funds (un less  
such requirements & r e  waived by 
Congres i iona l  n o t i c e  f o r  nonp ro j ec t  
sec to r  ass l  s tance)? 

8 .  C a ~ ; t a l  Ass is tance (FAA Sec, 
l l e  If p r o j e c t  i s  c a p i t a l  ass is -  
tance ( e . g . ,  c o n s t r u c t i o n ) ,  and t o t a l  
U . S .  ass is tance  f o r  i t  w i l l  exceed 81 
m i l l i o n ,  has t h e  M i ss i on  D i r e c t o r  
c e r t i f i e d  and Regional A s s i s t a n t  
Admi n i  s t r a t o r  taken i n t o  c o n s i d e r a t i o n  
t he  c o u n t r y ' s  c a p a b i l i t y  t o  ma in ta i n  
and u t i l i z e  the  p r o j e c t  e f f e c t i v e l y ?  

. .  M u l t i ~ l  e Countrv  Ob jec t i ves  
{FAA Sec. 6Ol(a)): I n f o r m a t i o n  and 
conc lus ions  whether p r o j e c t  w i  11 en- 
courage e f f o r t s  o f  t he  coun t r y  t o :  ( a )  
i nc rease  t h e  f low o f  i n t e r n a t i o n a l  
t r ade ;  (b) f o s t e r  p r i v a t e  i n i t i a t i v e  
and competi t i  on; ( c )  encourage deve- 
lopment and use o f  coope ra t i ves ,  c r e d i t  
un ions ,  and savings and loan  assoc ia-  
t i o n s ;  ( d l  d i  scourage monopoi i s  t i c  

No such a c t l o n  I s  requ l red  

No cap1 t a l  ass is tance  w l l l  
be p rov i ded  under t h i s  pro- 
j e c t  f o r  any c o n s t r u c t i o n  
a c t i v i  t i e s .  The hous i ng 
guarantee funds w i  1 1  be 
borrowed by Na t i ona l  Housing 
Bank d i r e c t l y  f rom US inves- 
t o r s  t o  be u t i l i z e d  f o r  re -  
f i n a n c i n g  hous ing loans made 
ava i  t a b l e  by hous ing f inance 
companies. Thus, no d i r e c t  
USAID ass i  stance i s i n vo l ved  
f o r  any c o n s t r u c t i o n .  

& response t o  para 1 i n  
t h i s  P a r t  A. 



p r a c t i c e s ;  ( e l  Improve t achn l ca l  
e f f l c l e n c y  o f ,  I n d u s t r y ,  a g r l c u l  t u r e  
and commerce; and ( f )  s t reng then  f r e e  
l abo r  unlons 

10, S P r l v a t e  Trade (FAA ';a 
601 .(b)_:. I n f o rma t l on  and conc lus ions 
on how p r o j e c t  w l l l  encourage U , S ,  
p r l v a t e  t r ade  and investment  abroad and 
encourage p r l v a t e  U.S. p a r t l c i p a t l o n  I n  
f o r e i g n  ass is tance  programs (including 
use o f  p r i v a t e  t rade  channels and the  
serv ices  o f  U , S 6  p r i v a t e  e n t e r p r i s e )  

a *  - 
(FAA Secs. 612(b2. 6 3 U :  Descr ibe  
s teps taken t o  assure t h a t ,  t o  the  
maximum ex ten t  poss i b l e ,  the  coun t r y  I s  
c o n t r i b u t i n g  l o c a l  cu r renc les  t o  meet 
the  c o s t  o f  con t r ac tua l  and o t h e r  ser-  
v i ces ,  dnd f o re i gn  cur renc ies  c::,ied by 
the  U,S. a re  u t i  , I z e d  i n  l i e u  o f  
d o l l a r s ,  

b .  V.S.-Owned Currencv (FA4 
Sec. 612(d)L: Does t he  U.S. own 
excess f o r e l g n  cur rency  o f  t h e  coun t r y  
and, l f  so, what arrangements have been 
made f o r  i t s  re lease?  

c ,  S e ~ a r a t e  Account (FY 1991 
A D D r ~ D t i a t i ~ n ~  A c t  Sec. 5751: If 
ass i s t ance  i s  f u rn ished  t o  a  f o r e i g n  
government under arrangements which 
r e s u l t  i n  t he  gene ra t i on  o f  l o c a l  
cu r renc fes :  

( 1 )  Has A.I.D. (a )  r e q u i r e d  
t h a t  l o c a l  cu r renc i es  be depos i ted  i n  a  
separate account es tab l i shed  by t he  r e -  
? ; n i s n t  government, (b) entered i n t o  an 

J ment i d t h  t h a t  government p r o v i d -  
i n g  t h e  amount o f  l o c a l  cu r renc i es  t o  
be generated and t h e  terms and condi -  
t i o n s  under which t he  cu r renc i es  so 
depos i ted  may be u t i l i z e d ,  and ( c )  
es tab l  i shed by agreement t h e  respons i -  
b i l i t i e s  o f  A . 1 . D .  and t h a t  government 
t o  mon i t o r  and account f o r  depos i t s  
i n t o  and disbursements f rom t h e  
separate account? 

U response t o  para 2 i n  
t h i s  Pa r t  A ,  

A major  p o r t l o n  o f  the DA 
funds w l l l  be u t i l i z e d  t o  f i -  
nance d o l l a r  cos t s  o f  t r a l n -  
I n g  i n  US and h i r i n g  USI fo re -  
l g n  based TA Even though A I D  
g ran t  funds w i  1 1  f l nance some 
o f  t h e  l o c a l  cu r rency  compo- 
nen ts ,  a major  p o r t i o n  o f  
l o c a l  cu r rency  expendl t u res  
w i l l  be i n c u r r e d  by Govern- 
ment o f  I n d l a  f o r  i n - coun t r y  
expenses. 



o r  an 
c l e s ,  
Doses 

( 2 )  Will such l o c a l  cu r renc i es ,  
equ lva lan t  amount o f  l o c a l  curren-  
be  used o n l y  t o  c a r r y  o u t  the  pur -  
o f  the OA o r  ESF chapters  o f  the  

FAA (depending on which chapter 1 s  the  
source o f  the  assistance) o r  f o r  the  
admlni s t r a t l v e  requirements o f  the U,S. 
Government? 

( 3 )  Has A , I ,D ,  taken a l l  
appropr ia te  steps t o  ensure t h a t  the 
equ ivs l  en t  of  l o c a l  currencies d l  s -  
bursed from the  separate account a re  
used f o r  t he  agreed purposes? 

( 4 )  I f  ass is tance  I s  te rm i -  
nated t o  a coun t ry ,  w i l l  any unen- 
cumbered balances o f  funds remai n i  ng I n  
a separate account be disposed o f  f o r  
purposes agreed t o  by the  r e c l p l e n t  
government and the  Un i t ed  S ta tes  
Government? 

1 2 ,  Jrade Restrictions 

a, S u r ~ l u s  Cornmod! t i e s  (FY 1991  
Aqg roo r l a t l ons  Ac t  Sec. 52. l (a)r:  If 
ass is tance  i s  f o r  t h e  p roduc t i on  o f  any 
commodity f o r  expo r t ,  i s  t h e  commodity 
l i k e l y  t o  be i n  su rp l us  on wo r l d  markets 
a t  the  t ime t h e  r e s u l t i n g  p roduc t i ve  
capaci t y  becomes o p e r a t l  ve, and I s such 
ass is tance  l i k e l y  t o  i a z s e  s u b s t a n t i a l  
i n j u r y  t o  U.S. producers or' t he  same, 
s i m i  t a r  o r  competing commodity? 

b,  T e x t i l e s  (Lautenbera Amend- 
ment) (FY 1991 A ~ ~ r o ~ r l a t i m s  A c t  Set,  
521(cU.: H i  11 t h e  a s s i  stance (excep t  
f o r  programs i n  Caribbean Basin I n i t l a -  
t i v e  c o u n t r i e s  under U.S. T a r i f f  Sche- 
d u l e  "Sec t i on  807", which a1 lows 
reduced t a r i f f s  on a r t i c l e s  assembled 
abroad from U.S.-made components) be 
used d i r e c t l y  t o  p rocure  feas i  b l  1 i t y  

h rd les ,  p r e f e a s i  b i  1 i t y  s t ud i es  , o r  
, ~ c t  p r o f i l e s  o f  p o t e n t i a l  i n v e s t -  
ment i n ,  o r  t o  a s s i s t  t he  es tab l i shment  
o f  f a c i  1 i t i e s  spec i  f l  c a l  l y  deslgned 
f o r ,  t he  manufacture f o r  expo r t  t o  t h e  
Un i t ed  S ta tes  o r  t o  t h i r d  coun t r y  
markets I n  d i r e c t  compe t i t i on  w i t h  U.S. 
expor ts ,  o f  t e x t i l e s ,  appare l ,  footwear,  
handbags, f l a t  goods (such as w a l l e t s  
c r  c o i n  purses worn on t he  person) ,  
work g lov2s o r  l e a t h e r  wear ing appare l?  



13, l d . c a l _ ~ a r _ & s  I F Y  1991 
dPerPor_latlons Act  Set, w: 
W i  1 1  funds be used f o r  any program, pro- 
j o c t  o r  a c t l v l t y  which would ( a )  r e s u l t  
i n  any s l g n l f l c a n t  l o ss  o f  t r o p i c a l  
f o res t s ,  o r  ( b )  I n v o l v e  I n d u s t r i a l  
t imber e x t r a c t i o n  I n  p r ima ry  t r o p l c a l  
fores t areas? 

a *  Audt_tlna...andReals.tr_atlon LEY 
J991 -s Ac t  Sec. m: If 
ass is tance  i s  be ing  made a v a i l a b l e  t o  a  
PVO, has t h a t  w g a n i  z a t l o n  p rov ided  
upon t i m e l y  request  any document, f i l e ,  
o r  r s co rd  necessary t o  t he  a u d i t i n g  
requirements of A , I , D . ,  and I s  the PVO 
r e g i s t e r e d  w i  t h  A , I ,D ,?  

b .  Fundl na Sources (FY  . 1991 
c t .  T i t l e  11. under 

hPad.!na " P r l  va te  and Val u n t a r v  OrqPnl  - 
-: I f  ass is tance  i s  t o  be 
made t o  a  Un i t ed  S ta tes  PVO ( o t h e r  than 
a  coopera t i ve  development organ! t a t i o n ) ,  
does i t  o b t a i n  a t  l e a s t  20 .percen t  o f  
i t s  t o t a l  annual fund ing  f o r  i n t e r n a -  
t i o n a l  a c t i v i t i e s  from sources o t h e r  
than the  Un i t ed  S ta tes  Government? 

1 5 .  r c t  Acrreement Documenta- 
t i o n  (S ta t%thor i z i j t i on  Sec. 139 (U 
i n t e r a t e t e d  b v  conference r e ~ o r t l r :  
Has c o n f i r m a t i o n  o f  t he  da te  o f  s i g n l n g  
o f  the  p r o j e c t  agreement, i n c l u d i n g  t he  
amount i n vo l ved ,  been cabl  ed t o  S t a t e  
L I T  and A. I .D.  LEG w i t h i n  60 days o f  
t he  agreement 's e n t r y  i n t o  f o r c e  w i t h  
respec t  t o  t h e  Un i t ed  S ta tes ,  and has 
t he  f u l l  t e x t  o f  t h e  agreement been 
pouched t o  those same o f f i c e s ?  (See 
Handbook 3, Appendix 6G f o r  agreements 
covered by t h i s  p r o v i s i o n .  1 

16.  M e t r i c  Svstem (Omnibus Trade 
1 C o m ~ e t i t i v e n e s s  A c t  o f  1988 Sec. 

5164. as i n t e r ~ t e t e d  b v  conference 
r e a o r t .  amendi na M e t r i c  Conversion 
Ac t  o f  1975 Set. 2 .  and as imalemented 
t h r ~ u a h  A.I .D. ~ o l i c v l :  Does the  
ass is tance  a c t i v i t y  use the  m e t r i c  
system o f  measurement i n  i t s  procure-  

NIA 

The aggregate amount s f  DA 
funds be ing  p rov ided  i s  l e ss  
than $ 2 5  m i  11 i o n ;  t he re fo re ,  
t h i s  r equ i  rement I s 
I nappl i cabl  e .  

To t he  ex ten t  p r a c t i c a b l e ,  
m e t r i c  measurements w i  11 be 
used i n  a l l  procurements, 
g ran t s  and o t h e r  a c t i v i t i e s  
under t he  P r o j e c t .  No b u l k  
purchases a re  contemplated. 
A 1  l commodity procurernen ts 
w i  11 use n e t r i c  measurements, 
t o  e x t e n t  p r a c t i c a b l e  and A I D  
w i  11 a l s o  use such measure- 
ments throughout  the  P r o j e -  t . 



ments, g ran t s ,  and o t h e r  bus! ness- 
r e l a t e d  a c t l v i t l e s ,  except t o  the 
ex ten t  t h a t  such use i s  l m p r n c t l c a l  o r  
i s  I l k e l y  t o  cause s l g n l f i c a n t  i n s f f l -  
c i enc l es  o r  l o ss  a f  markets to  U n i t e d  
S t a t e s  f l rnrs? Are b u l k  purchases 
u s u a l l y  t o  be made i n  metric and a ro  
components, sub-assembl l e s ,  and s e m i -  
f a b r i c a t e d  m a t e r i a l s  t o  b e  : p e c l f i e d  I n  
m e t r i  c  un l  t s  when economl c a l l  y ava l  I- 
a b l e  and t e c h n j c a l l y  adequate? Hi11 
A , I  , D .  s p e c i f i c a t i o n s  use metric u n i t s  
o f  measure from the  e a r l i e s t  program- 
ma t i c  s tages,  and from t he  e a r l l e s t  
documentat ion o f  the  ass is tance  
processes ( f o r  exampl e l  p r o j e c t  papers) 
i n v o l v i n g  quan t l  f l a b l e  measurements 
l eng th ,  area, volume, capacl t y ,  mass 
and we igh t ) ,  through the  implementat ion 
s tage? 

17, Women ln_(>ev_elPoment (FY 1991 
!uluuwI- 
Will ass ls tance  be designed so t h a t  t he  
percentage of women p a r t i c i p a n t s  w i l l  
be demonstrably Inc reased?  . 

18. Beaional  and Multilater&J. 
Ass i  s tan  FAA I s  
a s s i  stan:: (more S::iici tRt?k and 
e f f e c t i v e l y  p rov ided  through r e g i o n a l  
o r  m u l t i l a t e r a l  o rgan i za t i ons?  I f  so, 
why i s  a ss i s t ance  n o t  so p rov ided?  
I n f o r m a t i o n  and conc lus ions  on whether 
ass i s t ance  w i  11 encourage deve lop ing  
c o u n t r i e s  t o  cooperate i n  r e g i o n a l  
development programs. 

19. Abo r t i ons  (FY 1991 A ~ ~ r o ~ r l p -  
t i o n s  Act.  T i t l e  11. under headinq 
"Poou la t ion .  O A . "  and Sec. 5252: 

a. W i l l  ass is tance  be, made 
a v a i l a b l e  t o  any o r g a n i z a t i o n  o r  p ro -  

A l though HG-003A activities 
are  n o t  aimed specifically 
a t  women I n  development, spe- 
c i a l  des ign p r o v i s i o n s  have 
been made t o  ensure maximun 
p o s s l b l e  bene f i  t t o  women 
c l  1 ents  f o r  housi  ng f inance.  
Specifically, t he  model lend- 
I ng programs w i  1  1 be des l gned 
i n  such a  way as t o  b e n e f i t  
low-income p o p u l a t l o n  o f  a  
t a r g e t  a rea  l nc l ud i  ng women. 

Other mu1 t i  l a t e r a l  donors 
p r o v i  d l  ng ass is tance  f o r  
housing f inance  i s  l i m i t e d ;  
however, t he  focus o f  such 
ass is tance  i s  g e n e r a l l y  
l i m i t e d  t o  a  p a r t i c u l a r  s t a t e  
o r  enterprise o r  i s  under- 
taken through government 
e n t i  t i e s .  Given A I D ' S  
I n t e r e s t  i n  p r i v a t e  hous ing 
f inance companies, ou r 
o b j e c t i v e s  cou ld  no t  b e  
achieved through reg i ona l  o r  
m u l t i l a t e r a l  o rgan i za t i ons .  



gram whlch, ac determlned by the 
Preoldent, rupports o r  participates i n  
the management o f  a program o f  coercfve 
abort ion o r  i nvo lun ta ry  sterilization? 

b e  W i l l  any funds be used t o  N o 
lobby fo r  abor t ion? 

20, Cuoa.eratlveL (FAA Sec. 1112: Houslng r e l a t e d  cooperat ive 
W l  l l ass1 stance help develop coopera- lenders w i l l  be evals,ated as 
t l v e s ,  espec ia l l y  by techntcal  assls-  one of the poss ib le  mecha- 
tance, t o  a s s i s t  r u r a l  and urban poor nisms t o  cater  t o  low lncome 
t o  help themselves toward a b e t t e r  I l f e ?  households, 

a #  - See response t o  para I l .a  o f  
Secl): 2.0: 1991 A w o n r f a  - t h l s  Par t  A .  

ecs, 907. 5092: Descrlbe 
steps taken t o  assure t h a t ,  t o  the 
maximum extent  poss ib le ,  ' forefgn 
currencies owned by the U . S ,  are 
u t i l i z e d  i n  l i e u  o f  d o l l a r s  t o  meet the 
cost  of cont rac tua l  and o ther  serv ices,  

Releare- N 0 
Sec. 6 1 2 0 2 :  Does the U.S. own excess 
fore ign currency o f  the country and, i f  
so, what arrangements have been made 
fo r  i t s  re lease? 

a. $4311 9us.I.ness (FAA See. Wherever feas ib le ,  procure- 
-: Are there  arrangements t o  ment oppor tun?t fes  w i l l  be 
permit  U . S .  small business t o  p a r t i c i -  adver t i sed p u b l i c l y ,  inc lud-  
pate equ i tab l y  i n  the fu rn i sh ing  o f  i n g  i n  AID pub l i ca t i ons  
commodi t i e s  and serv ices f inanced? ajmed a t  small businesses. 

b .  U.S. Procurement (FAA See, Yes; except as permi t ted  by 
d 0 4 ( u :  W i l l  a1 1 procurement be from A . 1 . 0 . ' ~  8uy Ametica p o l i c y ,  
the U.S. except as otherwise determined procurement w i  11 b s  from the 
b v  the Pres ident  o r  determined under U.S. unless a woiver i s  

E j a t i o n  from him? executed. 

c. Marlne Insurance ( FAA Yes ;  however, there i s  no 
&L 504Cd)): I f  the cooperat ing evidence tha t  I n d i a  d i s c r i m i -  
c o u n t r y d i i E i m i n a t e s  against  marine nates against  U.S. marine 
insurance companies author ized t o  do insurance companies. 
business i n  the U.S., w i l l  commoditlez 
be insured i n  the  Un i ted  States aga ins t  
marine r i s k  w i  t h  such a company? 



d. Non - U,S. Aa r l cu  1 t u r a l  Pro - 
t (FAA Sec. 604(e)2: I f  non- 
procurement o f  a g r i c u l  t u r a i  

commodlty o r  p roduc t  t he reo f  I s  t o  be 
f inanced,  i s  t he re  pvov i s i on  aga ins t  
such procurement when t he  domestic 
p r i c e  o f  such commodity i s  l e ss  than 
par1 t y ?  (Except ion where commodity 
f inanced cou ld  no t  reasonably  be 
procured i n  U.S ,  

e. Cons t r uc t i on  o r  Enai neer- 
1[19 5e rv i ces  (FAA Sec. 604(a)): W i l l  
c o n s t r u c t i o n  o r  eng ineer ing  se rv ices  be 
procured f rom f i r m s  o f  advanced deve- 
l o p i n g  coun t r i es  which a re  o therw ise  
e l i g i b l e  under Code 941 and which have 
a t t a i n e d  a competl t i v e  capabi 1 i t y  i n  
i n t e r n a t i o n a l  markets i n  one o f  these 
areas? (Excep t ion  f o r  those coun t r i es  
which r ece i ve  d i r e c t  economic , a ss i s -  
tance under t h e  FAA and permi t Un i t ed  
States f i rms  t o  compete f o r  const ruc-  
t i o n  o r  eng ineer ing  se rv ices  f i nanced  
from ass is tance  programs o f  these 
coun t r i es .  1 

f .  Carao Preference Shi mi n q  
iFAA Sec. 6QJ.J.: I s  t he  sh i pp i ng  
excluded from compIl3nce w i t h  t h e  
requi rement  i n  sect'lon 901 (b )  o f  t h e  
Merchant Mar ine Ac t  o f  1936, as amended, 
t h a t  a t  l e a s t  50 percen t  o f  t he  gross 
tonnage o f  commodi t i  es (computed 
sepa ra te l y  f o r  d r y  b u l k  c a r r i e r s ,  d r y  
cargo 1  i n e r s ,  and tankers )  f inanced 
s h a l l  be t r anspo r t ed  on p r i v a t e l y  owned 
U . S ,  f l a g  commercial vessels  t o  t h e  
ex ten t  such vessels  a re  a v a i l a b l e  a t  
f a i r  and reasonable r a t e s ?  

g. Technica l  Ass is tance  (F 
Sec. 621(a)): I f  t e c h n i c a l  ass! S t a n 2  
i s  f inanced,  w i l l  such ass is tance  be 
fu rn ished  by p r i v a t e  e n t e r p r i s e  on a 
r o n t r a c t  b a s i s  t o  t he  f u l l e s t  e x t e n t  
; r t i c a b l e ?  W i l l  t he  f a c i l i t i e s  and 
resources o f  o t h e r  Federal  agencies be 
u t i l i z e d ,  when t hey  a re  p a r t i c u l a r l y  
s u i t a b l e ,  n o t  compe t i t i ve  w i t h  p r i v a t e  
en t e r p r i  se, and made avai  1  ab l e  w i t h o u t  
undue i n t e r f e r e n c e  w i t h  domest ic 
programs? 

No a g r i c u l t u r a l  commodl t y  o r  
product  i s expected t o  b e  
procured,  

To t he  ex ten t  engineer ing 
sa rv ices  a re  procured the 
n a t i o n a l i t y  w i l l  be from U.S. 

Yes; Yes 



h. U.S. Air C a r r f e r s  ( I n t e r -  
national A f  r T r a n s ~ o r t a t l o n  Fa1 r Comoe- 
j i t i v e  P rac t i ces  Act .  19741: If a i r  
t r a n s p o r t a t i o n  o f  persons o r  p r o p e r t y  
i s  f inanced on g r a n t  bas i s ,  will U.S, 
c a r r i e r s  be used t o  the  ex ten t  such 
se r v i ce  i s  a v a i l a b l e ?  

1  . Term! n a t i o n  f o r  Convenl encg 
g f  U.S. Government (FY 1991 A D D ~ O D ~ ~ -  
t _ A c t Q 5 0 4 > :  I f  the  U.S. 
Government i s  a  p a r t y  t o  a  c o n t r a c t  f o r  
procurement, does t he  c o n t r a c t  con ta i n  
a  p r o v i s i o n  author !  z i  ng t e r m i n a t i o n  o f  
such c o n t r a c t  f o r  t he  convenience o f  
t he  U n i t e d  S ta tes?  

j Consul ti na Serv ices  ( F T  
1991 A ~ a r o ~ r i a t i o n s  Ac t  Sec. 5241: If 
ass i s t ance  i s  f o r  c o n s u l t i n g  s e r v i c e  
through procurement c o n t r a c t  pursuant  
t o  5 U.S.C. 3109, a re  c o n t r a c t  expendi- 
t u res  a  ma t t e r  o f  p u b l i c  r eco rd  and 
a v a i l a b l e  f o r  p u b l i c  i n s p e c t i o n  (un less  
o therw ise  p rov i ded  by 1  aw o r  Execu t i ve  
o r d e r ) ?  

k .  M e t r i c  Conversion (Omnibus 
Trade and C o m ~ e t f t i v e n e s s  Ac t  o f  1900, 
~LS i n t e r ~ r e t ~ &  bv conference reaor t ,  
amandi na M e t r i c  Conversion Ac t  o f  1975 
See. 2. and as i m o l e m ~ t e d  t h rouab  
A.I .O.  ~ o l i c a :  Does t he  ass i s t ance  
program use t h e  m e t r i c  system o f  
measurement i n  i t s  procurements, g ran t s ,  
and o t h e r  bus iness- re la ted  a c t i v l  t i e s ,  
except t o  t h e  e x t e n t  t h a t  such use i s  
i m p r a c t i c a l  o r  i s  l i k e l y  t o  cause s i g n i -  
f i c a n t  i n e f f i c i e n c i e s  o r  l o ss  o f  markets 
t o  U n i t e d  S ta tes  f i rms?  Are b u l k  pur-  
chases u s u a l l y  t o  be made i n  m e t r i c ,  
and a re  components, sub-assembl i es, and 
semi- fabr icated m a t e r i a l s  t o  be spec i -  
f i e d  i n  m o t r f c  u n i t s  when economica l l y  
ava i  l a b l e  and t e c h n i c a l  l y  adequate? 
W i l l  A. I .D. s p e c i f i c a t i o n s  use m e t r i c  

I 5 of measure from t he  e a r l i e s t  
programmatic s tages,  and from t he  ear- 
l i e s t  documentat ion o f  t he  ass i  stance 
processes ( f o r  exampl el p r o j e c t  papers)  
i n v o l v i n g  q u a n t i f i a b l e  n~easurements 
(1  ength, area,  volume, capaci t y  , mass 
and w e i g h t ) ,  through the  implementat ion 
s tage? 

* 

Yes 

Yes, such a  p r o v i s i o n  w i l l  
be i nc l uded  i n  a l l  A I D  
d i r e c t  c o n t r a c t s .  

Yes; such a  p r o v i s i o n  w i l  I 
be i nc l uded  i n the  
procurement c o n t r a c t .  

M e t r i c  measurements a r e  used 
t o  t he  maximum e x t e n t  
p r a c t i c a b l e  under t he  USAID/ 
I n d i a  ass is tance  program. No 
b u l k  purchases a re  contem- 
p l a t e d  under t he  p r o j e c t .  
Where measurements a re  
i nc l uded  i n  p r o j e c t  des ign 
documentat ion, such 'measure- 
ments a re  s t a t ed  i n  m e t r i c  
u n i t s  un less lmp rac t i  cab le .  



1 .  C o m e t i  t i v e  Sel e c t i o n  PrQ- 
s (FAA Sec. 601(e)Z: W i  11 the  

ass is tance  u t i l i z e  compe t i t i ve  selec- 
t i o n  procedures f o r  the  awarding o f  
con t r ac t s ,  except where a p p l i c a b l e  
procurement r u l e s  a1 low o therw i  se? 

23.  Cons t r uc t i on  

a. C a ~ i t a l  P r o j e c t  (FAA Sec. 
6 0 1 1 d u :  If c a p i t a l  (u, const ruc-  
t i o n )  p r o j e c t ,  w i l l  U,S, eng ineer ing  
and p ro fess i ona l  se rv ices  be used? 

b , Cons t r uc t i on  Con t rac t  (FAA 
Sec. 611(c)L: I f  c o n t r a c t s  f o r  con- 
s t r u c t i o n  a re  t o  be f inanced ,  w i l l  they 
be l e t  on a  compe t i t i ve  bas is  t o  
maximum ex ten t  p r a c t i c a b l e ?  

c .  r a e  P r o - i e c . _ C o n a r e a s t  'onal  
A D D ~ O V ~ ~  (FAA Sec 620(k)):  I f  f o r  
)ofriterpri r e ,  
w i l l  aggregate va lue  o f  ass is tance  t o  
be fu rn ished  by  t he  U.S. .not exceed 
$100 mi 11 i o n  (except  f o r  p roduc t i ve  
en te rp r i ses  i n  Egypt t h a t  were descr ibed  
i n  t he  Congressional P resen ta t i on ) ,  o r  
does ass is tance  have t he  express 
approval  o f  Congress? 

2 4 .  U .S.  Audit  R i a h t s  (FAA Sec. 
301(d).): If fund i s  e s t ab l i shed  s o l e l y  
by U.S. c o n t r i b u t i o n s  and admin is te red  
by an i n t e r n a t i o n a l  o r g a n i z a t i o n ,  does 
Comptrol l e t  General have a u d i t  r i g h t s ?  

25. Qmmunlst Ass is tance  (FAA Sec. 
620(h)): Do arrangements e x i s t  t o  
i n s u r e  t h a t  Un i t ed  S ta tes  f o r e i g n  a i d  
i s  n o t  used I n  a manner which, c o n t r a r y  
t o  t h e  b e s t  i n t e r e s t s  o f  t he  Un i t ed  
S ta tes ,  promotes o r  a s s i s t s  t h e  f o r e i g n  
a i d  p r o j e c t s  o r  a c t i v i t i e s  o f  t he  

t. lunl s t b l o c  c o u n t r i e s ?  

2 6 . .  N a r c o t i c s  

a .  Cash Reimbursements (FAA 
m: W i l l  arrangements p rec lude  use 
o f  f i n a n c i n g  t o  make reimbursements, I n  
t h e  form o f  cash payments, t o  persons 
whose i 11 i c i  t d rug  crops a re  e rad ica ted?  

Yes 

This  hous ing r e l a t e d  DA pro-  
gram i s  n o t  a c a p i t a l  pro-  
j e c t .  I t  w i l l  d e f i n i t e l y  
f i  nance US based p ro fess i ona l  
se rv ices  b u t  r e l a t e d  t o  o n l y  
hous ing f inance .  

N/A 

Yes 

Yes: A l l  s i s t  arice under 
t he  p r o j e c t  must meet agreed 
upon c r l  t e r i a .  



b.  Ass! stance t o  Na rco t l  c t  
T r a f f i c k e r s  (FAA Sec t ion  4871: W i  11 
arrangements take "a1 1  reasonable 
s teps"  t o  p rec lude  use o f  f i n a n c i n g  t o  
o r  through f n d i v i d u a l s  o r  e n t l t i e s  
which we know o r  have reason t o  be1 !eve 
have e i t h e r :  ( 1 )  been conv i c t ed  o f  a  
v i o l a t i o n  o f  any law o r  r e g u l a t i o n  o f  
the  U n i t e d  S ta tes  o r  a  f o r e i g n  coun t r y  
r e l a t i n g  t o  n a r c o t i c s  ( o r  o t h e r  con- 
t r o l l e d  substances);  o r  ( 2 )  been an 
i 1  l i c i t  t r a f f i c k e r  i n ,  o r  o therw ise  
i nvo l ved  i n  t he  i l l i c i t  t r a f f i c k i n g  o f ,  
any such c o n t r o l  1  ed substance? 

27. m r o ~ r i a t i o n  and l a n d  Re fo rq  
{FAA Sec. 620(a)L: W i  11 ass is tance  
p rec lude  use of f i  nanci  ng t o  compensate 
owners f o r  exp rop r i a t ed  o r  n a t i o n a l i z e d  
p rope r t y ,  except t o  compensate f o r e i g n  
n a t i o n a l s  i n  accordance w i t h  a land 
re fo rm program c e r t i f i e d  by t he  
Pres iden t?  

28. P o l l  nd P FAA 
m: ~i I I ttancerb:Zc:ud(o useSei i  
f i nanc i ng  t o  p rov i de  t r a i n i n g ,  adv ice ,  
o r  any f i n a n c i a l  suppor t  f o r  p o l i c e ,  
p r i sons ,  o r  o t h e r  law enforcement 
forces,  except  f o r  n a r c o t i c s  programs? 

Yes, t o  the ex ten t  such 
knowledge e x i s t s .  

Yes 

29. C I A  A c t i v i t i e s  (FAA Sec. Yes m: W i l l  ass is tance  p rec lude  use o f  
f i n a n c i n g  f o r  C I A  a c t i v i t i e s ?  

30. Moto r  Veh ic les  (FAA Sec. 
6 3 6 ( i ) ) :  H i  11 ass is tance  p rec lude  use 
o f  f i n a n c i n g  t o  p rov i de  f o r  purchase, 
sa le ,  long- term 1 ease, exchange o r  
guaranty  o f  t he  s a l e  o f  motor  v e h i c l e s  
manufactured o u t s i d e  U.S., un less  a  
wai v e t  i s  ob ta ined?  

I .  f l i l l tarv  Personnel (FY 1991 
A o a t a n r ~ ~ ~ :  kli 1 1 
ass i s t ance  p rec l ude  use o f  f i n a n c i n g  t o  
I pensfons, a n n u i t i e s ,  r e t i r e m e n t  
pay, o r  ad j us ted  se r v i ce  compensation 
f o r  p r i o r  o r  c u r r e n t  m i l i t a r y  personne l?  

32. Payment o f  U.N. Assessments 
{FY 1991 A ~ D r o ~ t i a t i o n S  Ac t  S ~ C .  5m: 
W i l l  a ss i s t ance  p rec lude  use of 
f i n a n c i n g  t o  pay U.N. assessments, 
ar rearages o r  dues? 

Yes 

Yes 

Yes 



33.  Mu1 ti 1 a t e r a l  Oraani z a t i o ~  
i n a  (FY 1991 A ~ ~ r o D r i a t i o n s  

. . Yes 
Ac 't u: W i  1 1  arrangements preclude 

use o f  f inancing t o  car ry  ou t  p rov l -  
,sions of FAA sec t ion  209(d) ( t r a n s f e r  
of FAA funds t o  mu1 t i  l a t e r a l  
organizat ions f o r  lending)? 

34. Exoort  o f  Nuclear Resources Yes 
(FY 1991 ADDtob r ia t i on~  Act  S ~ C .  5101: 
W i l l  assistance preclude use o f  f inanc- 
i n g  t o  finance the export o f  nuclear 
equipment, f ue l ,  o r  technology? 

35.  Rebression o f  P o ~ u l a t i o n  (FY Yes 
1991 A r i a t i  A 11 1: 
w i  1 1 asPPXnce  p E 1  ud:tuseY'' fi:anc- 
i n g  fo r  the pur2ose o f  a id ing  the 
e f fo r t s  o f  the government o f  such coun- 
t ry  t o  repress the l eg i t ima te  r i g h t s  o f  
the popu la t ion  o f  such country .contrary 
t o  the Universal Dec lara t ion  o f  Human 
Rights? 

36. P u b l i c i t y  o r  Pro~aaanda (FY 
1991 A b n r o ~ r i a t i o n s  Act  Sec. 5161: 
W i l l  assistance be used f o r  p u b l i c i t y  
o r  propaganda purposes designed t o  
support o r  defeat  l e g i s l a t i o n  pending 
before' Congress, t o  in f luence i n  any 
way the outcome o f  a  p o l i t i c a l  e l e c t i o n  
i n  the Uni ted Sta tes ,  o r  f o r  any p u b l i -  
c i t y  o r  propaganda purposes not  
author ized by Congress? 

37. Warine Insurance (FY 1991 
A ~ ~ r o ~ r i  a t i  A W i l l  
any A . I . D .  O ? o n t z t  s%i ta t ion ,  
and subcontract entered i n t o  under such 
cont rac t ,  inc lude a clause r e q u i r i n g  
t h a t  U.S. marine insurance companies 
have a  f a i r  oppo r tun i t y  t o  b i d  f o r  
marine insurance when such insurance i s  
necessary o r  appropr iate? 

38. m n a e  f o r  P roh ib i t ed  Aa 
1991 A r i a t i o n s  A 

I any a::;y:ance be &i t;%i 
fore ign government ( i n c l u d i n g  any 
instrumental i t y  o r  -agency thereof  1, 
fore! gn person, o r  Un i ted  States person 
i n  exchange fo r  t h a t  f o re ign  government 
o r  person undertak ing any ac t i on  which 
i s ,  if c a r r i e d  out  by the Uni ted States 
Government, a  Un i ted  States o f f i c i a l  o r  
employee, expressly p roh ib i t ed  by a  
p rov i s ion  of Uni ted States law? 

Yes 



0 .  CRITERIA APPLICABLE TO DEVELOPHENT ASSISTANCE ONLY 

1 . Aar icu l  t u r a l  E x ~ o r t s  ( B u m ~ e r ~  N / A  
Amendment) (FY 1991 A D D ~ O D ~ ~  a t i ons  Act  
Sec. 521 (b). as i n t e r ~ r e t e d  bu confe- 
rence sort fo r  o r i a i  nal  enactment) : 
I f  assistance i s  f o r  a g r i c u l t u r a l  deve- 
lopment a c t i v i t i e s  (speci f l c a l  l y ,  any 
t e s t i n g  o r  breeding feas ib i  1 i ty  study, 
v a r i e t y  improvement o r  i n t roduc t i on ,  
consul tancy, pub l i ca t i on ,  conference, 
o r  t r a i n i n g ) ,  are such a c t i v i t i e s :  ( 1 )  
speci f i c a l  l y  and p r i n c i p a l l y  designed 
t o  increase a g r i c u l t u r a l  exports by the 
hos t  country t o  a country o ther  than 
the Uni ted States, where the export 
would lead t o  d i r e c t  compet i t ion i n  
t h a t  t h i r d  country w i t h  exports o f  a 
s i m i l a r  commodity grown o r  produced i n  
the Uni ted States, and can the a c t i v i -  
t i e s  reasonably be expected t o  cause 
substant ia l  i n j u r y  t o  U.S. exporters of 
a simi t a r  a g r i c u l t u r a l  commodity; o r  
( 2 )  i n  support o f  research t h a t  i s  
intended p r i m a r i l y  t o  b e n e f i t  U.S. 
producers? 

c r e d i t s ?  

3 .  A DD r OD r i  a te  Technoloav (FAA 
Sec. 1071: I s  special emphasis placed 
on use o f  appropr iate technology 
(def ined as r e l a t i v e l y  smal ler ,  cost- 
saving, labor-usi  ng technolcgi  es t h a t  
are genera l ly  most appropr iate f o r  the 
small farms, small business, and small 
incomes o f  the poor)? 

4.  m n o u s  Heeds and Resources 
(FAA Sec. 281 : Oescribe ex tent  t o  
d y  recognizes the p a r t i -  
I Ir needs, desi res and capac i t ies  o f  
people o f  the country;  u t i l i z e s  the 
country 's  i n t e l l e c t u a l  resources t o  
encourage i n s t i t u t i o n a l  development; 
and supports c i v i c  education and t r a i n -  
i n g  i n  s k i l l s  requ i red  f o r  e f f e c t i v e  
y a r t i  c l p a t i o n  i n  governmental processes 
essent ia l  t o  self-government. 

Even though the DA f m d s  w i  1 1  
no t  f inance d i r e c t l y  appropr- 
i a t e  technology schemes, the 
i n d i r e c t  bene f i c i a r i es  o f  the 
p r o j e c t  rece i v ing  housing 
f inance i .e.  the below median 
income group, are expected 
t o  u t i  1 i z e  appropr iate 
technology f o r  cost  saving. 

The key ob jec t i ves  o f  the OA 
p r o j e c t  i s  t o  a s s i s t  Ind ian  
p r i v a t e  sector housing f ina-  
nce companies t o  develop 
s k i l l s  and mechanism for  
domes t i c  resource generat ion 
and through market o r ien ted 
s t ra teg ies  e f f e c t  p a r t i c i p a -  
t i o n  o f  low-income households 
i n  the formal housing finance 
sys tem. 



5 .  Uonomic  Deve lo~ment  (FAA Sec, 
l O l ( a ) l :  Does the  a c t i v i t y  g i v e  
reasonable promi se o f  c o n t r l  b u t i n g  t o  
t he  development o f  economic resources,  
o r  t o  t h e  inc rease  o f  p roduc t i ve  
capaci t i e s  and s e l f - s u s t a i n i n g  economic 
growth? 

6. Spec i a1 Develooment d m ~ h a s i  & 
(FAA Secs. 102(b). 113. 281 ( a l l :  
Descr ibe e x t e n t  t o  which a c t i v i  t v  w i  11: 
(a )  e f f e c t i v e l y  i n v o l v e  t h e  t o o r  I n  
development by extending access t o  
economy a t  l o c a l  l e v e l ,  i n c r e a s i n g  
l abo r - i n t ens i ve  p roduc t i on  and t he  use 
o f  app rop r i a t e  technology,  d i s p e r s i n g  
investment  from c i t i e s  t o  smal l  towns 
and r u r a l  areas, and i n s u r i n g  wide 
p a r t i c i p a t i o n  o f  t he  poor i n  t h e  bene- 
f i t s  o f  development on a sus ta ined  
bas i s ,  u s i n g  app rop r i a t e  U.S .  i n s t i  t u -  
t i o n s ;  (b )  encourage democrat ic p r i v a t e  
and l o c a l  governmental i n s t i t u t i o n s :  
( c )  suppor t  t h e  se l f - he l p  e f f o r t s  o f  
deve lop ing  coun t r i es ;  ( d l  promote t h e  
p a r t i c i p a t i o n  o f  women i n  t he  n a t i o n a l  
economies o f  deve lop ing  c o u n t r i e s  and 
t he  improvement of women's s t a t us :  and 
( e l  u t i  1  i z e  and encourage reg i ona l  
coope ra t i  on by deve lop ing  coun t r i es .  

The DA p r o j e c t  w i  1 1  s t reng-  
then the  denionstrat ion models 
o f  v i a b l e  and s e l f  sus ta i n i ng  
hous ing f inance  companies and 
a s s i s t  I n  the  development o f  
e f f e c t i v e  and p r o f i t a b l e  
methods o f  lend ing  t o  low-in- 
come/informal sec to r  house- 
ho lds  , 

(a )  The DA p r o j e c t  which 
w i l l  complement the  HG 
element w i  11 f a c i l i t a t e  the 
supply  o f  market  o r i e n t e d  
hous ing loans t o  low-income 
households l i v l n g  i n  urban 
areas i n c l u d i  ng smal l  towns. 
The US tech ,  ass i s t ance  w i l l  
be used t o  promote program 
sus ta i nab i  1 i t y ;  ( b )  the  
program w i l l  focus on 
p r i v a t e  hous ing f inance 
system development 1 nc 1 ud i  ng 
s t r a t e g i e s  t o  develop 
suppo r t i ve  gov t ,  p o l i c i e s .  
I t  w i  11 exp lo re  the 
p o s s i b i l i t y  o f  bene f i t s  
reach ing  t o  se l ec ted  coopera- 
t i v e s ;  ( c )  a ss i s t ance -  w i l l  
address t h e  need t o  inc rease  
domest ic p r i v a t e  sec to r  
sources o f  funds f o r  housing 
and thus suppor ts  t h e  s e l f  
h e l p  e f f o r t s  be i ng  made by 
Na t i ona l  Housing Bank, the 
implementing I n d i a n  agency; 
( d l  ass i s t ance  w i  11 encourage 
p a r t i c i p a t i o n  o f  female bene- 
f i c i a r i e s  t o  g a i n  access t o  
hous ing f inance.  S ince the 
program has a spec i a l  focus 
on low-income groups, women 
from t h i s  group a r e  expected 
t o  respond f a v o r a b l y  t o  the 
formal hous ing f inance sche- 
mes, as i t  would mean b e t t e r  
s tandard o f  l i v i n g  f o r  the  
e n t i r e  household; and ( e l  
s ince  t he  purpose o f  the  
p r o j e c t  i s  s p e c i f i c a l l y  t o  
enhance I n d i a ' s  housing 
f inance  system development 
capabi 1  i t i e s ,  r e g i o n a l  co- 
ope ra t i on  i s  n o t  app rop r i a t e  
a t  t h i s  t ime ,  



7 .  B c i ~ i e n t  Countrv Cont r ibu t ion  
FAA Sec, 110. 124(d)L: Hi1 1 the r e c i -  
p ien t  country provide a t  l eas t  25 per- 
cent o f  the costs o f  the program, pro- 
j e c t .  o r  a c t i v i t y  w i t h  respect t o  which 
the assistance i s  t o  be furn ished ( o r  
i s  the l a t t e r  cost-sharing requirement 
being waived fo r  a  " r e l a t i v e l y  l eas t  
developed" count ry )?  

8 .  Bene f i t  t o  Poor H a l o r i t v  (FAA 
ec. 17B(b)1a I f  the a c t i v i t y  

f t t emp t r  t o  i r k r e a r e  the i n s t i t u t i o n a l  
capabi 1 i t i e s  o f  p r i v a t e  organizat ions 
o r  the government o f  the  country,  o r  if 
i t  attempts t o  s t imu la te  s c i e n t i f i c  and 
techno1 ogi ca l  research, has i t been 
designed and w i l l  i t  be monitored t o  
ensure t h a t  the u l t ima te  bene f i c i a r i es  
are the poor ma jo r i t y?  

9. m r t i o n s  (FAA Sect ion 104(f); 
FY 1991 A ~ ~ r o ~ r i a t i o n s  A c t .  T i t l e  IL 
ynder head1 na " P o ~ u l  a t ion .  ' DA." and 
Ser._5J5): 

a. Are any o f  the funds t o  be 
used f o r  the performance o f  abort ions 
as a  method o f  f am i l y  p lanning o r  t o  
mot ivate o r  coerce any p e r s m  t o  
p rac t i ce  abor t ions? 

b. Are any o f  the funds t o  be 
used t o  pay f o r  the performance o f  
i nvo lun ta ry  s t e r i  l i z a t i o n  as a  method 
of fami ly  p lann ing  o r  t o  coerce o r  
provide any f i nanc ia l  i ncen t i ve  t o  any 
person t o  undergo s t e r i  1  i z a t i o n s ?  

c. Are any o f  the funds t o  be 
made a v a i l a b l e  t o  any organ iza t ion  o r  
program which, as determined by the 
President, supports o r  p a r t i c i p a t e s  i n  
the management o f  a  program o f  coerc ive 
abor t ion  o r  i nvo lun ta ry  s t e r i  1  i za ton? 

d. H i1  1  funds be made 
avai l a b l e  o n l y  t o  vo lun tary  fami l y  
p lanning p ro jec t s  which o f f e r ,  either 
d i r e c t l y  o r  through r e f e r r a l  t o ,  o r  
in fo rmat ion  about access to ,  a  broad 
range o f  fami l y  p lanning methods and 
serv ices? 

Yes; NHB, the implementing 
e n t i  t y  f o r  the p r o j e c t  and 
the p r i v a t e  sector e n t i  t i e s  
who w i  1 1  recelve assi stance 
under the p r o j e c t  w i l l  
con t r i bu te  a t  l e a s t  257. t o  
the DA p r o j e c t .  

The DA program w i  1 1  increase 
the i n s t i t u t i o n a l  capabi l  i- 
t i e s  o f  p r i v a t e  housing fi- 
nance companies, non-govern- 
mental o rgan iza t ions  and 
nodal pub l i c  sector  bank, 
v i r .  NHB and the supply o f  
market o r i en ted  housing 
loans t o  low-income groups. 
Thus, through housing 
f inance,  the program w i  1 1  
promote development . 



ANNEX M - l /  

e. I n  awarding grants f o r  N/A 
natura l  f am i l y  p lanning,  w i l l  any 
app l icant  be discriminated against  
because of such app l i can t ' s  re1 ig ious  
o r  conscientious commi tment t o  o f f e r  
on ly  na tura l  f am i l y  p lanning? 

f. A r e  any o f  the funds t o  be 
used t o  pay f o r  any biomedical research 
which r e l a t e s ,  i n  whole o r  i n  p a r t ,  t o  
methods o f ,  o r  the performance of,  
abort ions o r  i nvo lun ta ry  s teri 1 i z a t i o n  
as a means o f  f am i l y  p lanning? 

g. Are any o f  the funds t o  be 
made ava i l ab le  t o  any organ iza t ion  i f  
the President  c e r t i f i e s  t h a t  the use o f  
these funds by such organ iza t ion  would 
v i o l a t e  any o f  the above prov is ions  
re la ted  t o  abort ions and i nvo lun ta ry  
s t e r i  1 i z a t i o n ?  

10. n Awar FAA 
$01 ( 1 :  % F c t t h e  prdo;ec: u t i  K:; 
compet i t ive se lec t i on  procedures f o r  
the  awarding o f  cont rac ts ,  except where 
appl i cab1 e procurement ru les  a1 low 
o theru i  se? 

11 . w v a n t a a e d  E n t e r ~ r i  se (Fl 
1991 A ~ a r o ~ r l a t i o n s  Act  Sec. 5672: 
What p o r t i o n  o f  the  funds w i  11 be a v a i l -  
able on ly  f o r  a c t i v i t i e s  o f  economically 
and soc ia l  l y  d j  sadvantaged enterpr ises ,  
h i  s t o r i  ca l  l y  b lack  co l  1 eges and univer-  
s i  t i e s ,  col leges and u n i v e r s i t i e s  having 
a student body i n  which more than 40 
percent o f  the  students are Hispanic 
Americans, and p r i v a t e  and vo lun tary  
organizat ions which are  c o n t r o l l e d  by 
i n d i v i d u a l s  who are b lack  Americans, 
H i  spani c  Ameri cans, o r  Nat ive  
Americans, o r  who are  economical ly o r  
soc ia l  l y  d l  sadvantaged ( i nc lud f  ng 
women I? 

12. 9 i o l o a i c a l  O i v e r s i t v  (FAA Sec. 
119(a12: W i l l  the assistance: (a) 
support t r a i n i n g  and education e f f o r t s  
which improve the capac i ty  o f  r e c i p i e n t  
countr ies t o  prevent loss  o f  b i o l o g i c a l  
d i v e r s i t y ;  (b) be provided under a 
longterm agreement i n  which the r e c i -  

Yes 

A spec i f i c  p o r t i o n  o f  p r o j e c t  
funds have no t  been se t  aside 
f o r  disadvantaged en te rp r i -  
ses. However, the Miss ion 
w i  1 1  ensure t h a t  any con- 
t r a c t  i n  excess of $500,000 
which i s  financed under the 
p r o j e c t  inc ludes a requ i re -  
ment f o r  10%. o f  the value of 
the  cont rac t  t o  be subcon- 
t r a c t e d  t o  disadvantaged 
enterpr ises  unless A I D  regu- 
l a t i o n s  provide otherwise. 

Some o f  the P r o j e c t ' s  a c t i -  
v i  t i e s  w i l l  i n d i r e c t l y  
r e s u l t  i n  reducing envi ron- 
mental damage caused due t o  
unplanned housing develop- 
ment. However, no a c t i v i t i e s  
are s p e c i f i c a l l y  t a r g e t d  t o  
the issue o f  b i o - d i v e r s i t y .  



p ien t  country agrees t o  p ro tec t  ecosys- 
t e m s  o r  o ther  w i l d l l f e  hab i ta t s ;  ( c )  
support e f f o r t s  t o  i d e n t i f y  and survey 
ecosystems I n  r e c i p i e n t  count r i  es 
worthy o f  p ro tec t ion ;  o r  ( d l  by any 
d i r e c t  o r  i n d i r e c t  means s i g n i f i c a n t l y  
degrade nat iona l  parks o r  s i m i l a r  
p ro tec ted areas o r  in t roduce exo t i c  
p lan ts  o r  animals i n t o  such areas? 

s) 

13. Trooical  Forests (FAA Sec, 
110: FY 1991 A ~ ~ r o o r i a t i o n s  Act  Sec, 

a. A R 1 on Yes; although the  P ro jec t  i s  
Does the  a s s i i k k e  cz,"lyt w i  t h  e n t i t l e d  t o  a ca tegor ica l  
environmental procedures set  f o r t h  i n  exclus lon under 22 CFR 216.2 
A . I . D .  Regulat ion 16? ( c ) (2 ) ( x ) ,  a  requirement i s  

inc luded i n  the OA Grant 
Agreement t o  ensure t h a t  as 
f a r  as re levant  environ- 
mental f ac to rs  are consi - 
dered i n  p rov id ing  assistance 
under the p r o j e c t .  

b. Conservation: Does the 
assistance place a  h igh  p r i o r i t y  on 
conservation and susta i  nab1 e  management 
o f  t r o p i c a l  fo res ts?  S p e c i f i c a l l y ,  
does the assistance, t o  the f u l l e s t  
extent  feas ib le :  ( 1 )  s t ress the 
importance o f  conserving and sus ta inab l y  
managing f o r e s t  resources; ( 2 )  support 
a c t i v i t i e s  which o f f e r  employment and 
income a l t e r n a t i v e s  t o  those who other-  
wise would cause des t ruc t i on  and loss  
o f  f o r e s t s ,  and he lp  count r ies  i d e n t i f y  
and implement a l t e rna t i ves  t o  co lon iz -  
i n g  forested areas; ( 3 )  support t r a i n -  
i n g  programs, educational e f f o r t s ,  and 
the e s t a b l l  shment o r  s t rengthening of 
i n s t i t u t i o n s  t o  improve f o r e s t  manage- 
ment; (4)  he lp  end des t ruc t i ve  slash- 
and-burn a g r i c u l t u r e  by support ing 
s a  5 l e  and product ive  farming 
prac t ices ;  ( 5 )  help conserve forests 
which have not  y e t  been degraded by 
he lp ing  t o  increase product ion on lands 
a l ready c leared o r  degraded; (6) con- 
serve fo res ted watersheds and r e h a b i l i -  
t a t e  those which have been deforested; 
( 7 )  support t r a i  n i  ng, research, and 



other actions which lead to sustainab12 
and more envi ronmental ly sound prac- 
tices for timber harvesting, removal 
and processing; ( 8 )  support research t o  
expand know1 edge o f  tropical forests 
and identify alternatives which will . 
prevent forest destruction, loss, o r  
degradatlon; (9) conserve biological 
divers! ty in forest areas by supporting 
efforts t o  identify, establish, and 
maintain a representative network o f  
protected tropical forest ecosystems o n  
a worldwide basis, by making the estab- 
lishment o f  protected areas a condi tion 
o f  support for activities involving 
forest clearance o r  degradatlon, and by 
helping t o  identify tropical forest 
ecosystems and species I n  need o f  
protection and establ i sh and maintain 
appropriate protected areas; (10) seek 
to increase the awareness o f  U . S .  
government agencies and other donors o f  
the immediate and long-term value o f  
tropical forests; ( 1  1 )  utilize the 
resources and abilities o f  a1 l relevant 
U.S. government agencies; (12) be based 
upon careful analysis o f  the a1 ter- 
natives available t o  achieve the best 
sustainable use o f  land; and (13) take 
full account o f  the environmental 
impacts of the proposed activities o n  
biological diversity. 

c. Forest Dearah-: W f  1 1  
assistance be used for: ( 1 :  the Drocure- 
ment or use o f  logging equipment', unless 
an environmental assessment indicates 
that a1 1 timber harvesting operations 
involved w i  1 1  be conducted in an 
envi ronmental ly sound manner and that 
the proposed attivi t y  wi 11 produce 
posl tive economic benefits and sustain- 
able forest management systems; ( 2 )  
actions which will significantly 
degrade national parks o r  similar 
protected areas which contain tropical 
fr  .?sts, o r  introduce exotic plants o r  
animals into such areas; ( 3 )  activi- 
ties which would result in the conver- 
sion of forest lands to the rearing o f  
1 ivestock; (4) the construction, 
upgrading, o r  maintenance o f  roads 
(including temporary haul roads for 
logging o r  other extractive industries) 
which pass through re1 atively undegra- 



dcd f o r e s t  lands:  ( 5 )  t he  c o l o n i z a t i o n  
o f  f o r e s t  lands; o r  (6) t he  const ruc-  
t4on o f  dams o r  o t h e r  water c o n t r o l  
s t r u c t u r e s  which f l o o d  r e l a t i v e l y  
undegraded f o r e s t  1  ands, un less w i t h  
respec t  t o  each such a c t i v i t y  an 
environmental  assessment i n d i c a t e s  t h a t  
t he  a c t i v i t y  w i  11 c o n t r i b u t e  s i g n i  f i -  
c a n t l y  and d i r e c t l y  t o  improv ing the  
1 i v e l i h o o d  o f  t he  r u r a l  poor and w i  1 1  
be conducted i n  an environmental  l y  
sound manner which suppor ts  sus ta inab le  
development? 

d. 5 -me I f  N/A 
ass is tance  r e l a t e s  t o  t , r op i ca l  f o r e s t s ,  
w i l l  p r o j e c t  a s s i s t  coun t r i es  i n  
develop ing a  systemat ic  ana l ys i  s o f  the  
app rop r i a t e  use o f  t h e i r  t o t a l  t r o p i c a l  
f o r e s t  resources,  w i t h  the goal o f  
develop ing a  n a t i o n a l  program f o r  
sus ta i nab le  f o r e s t r y ?  

e. Envi  ronmen t a l  I m ~ a c t  See response t o  para 13(a) 
Statements: Wi 11 funds be made avai  1 -  i n  t h i s  Pa r t  (B) 
ab le  i n  accordance w i t h  p r o v i s i o n s  o f  
FAA Sec t ion  1  l 7 ( c )  and . a p p l i c a b l e  
A . 1  .D. r e g u l a t i o n s  r e q u i r i n g  an 
e n v i r o m e n t a l  impact statement f o r  
a c t i v i t i e s  s i g n i f i c a n t l y  a f f e c t i n g  t he  
environment? 

14. Enerav (FY 1991 N/A 
A ~ ~ r o ~ r i a _ t i o n s  A c t  Sec. 533(c)L: I f  
ass is tance  r e l a t e s  t o  energy, wi 11 such 
ass is tance  focus on: ( a )  end-use 
energy e f f i c i e n c y ,  l e a s t - c o s t  energy 
p l  anni  ng, and renewabl e  energy 
resources, and ( b )  t he  key coun t r i es  
where ass is tance  would have the  
g r e a t e s t  impact  on reduc ing  emi ss ions 
from greenhouse gases? 

IS.  Sub-.Sahatan A f r i c a  Ass i  s tance N /A 
UY. 1991 A ~ ~ r o ~ r i a t i o n s  Ac t  S u  
&ldina a new FAA c h a ~ t e r  10 (FAA Sec. 
496)): If ass i s t ancd  w i l l  come from 
t h e  Sub-Saharan A f r i c a  DA account,  i s  
i t :  (a )  t o  be used t o  he l p  the  poor 
m a j o r i t y  i n  Sub-Saharan A f r i c a  through 
a  process o f  long- term development and 
economic growth t h a t  i s equ I tab1 el 
p a r t i c i p a t o r y ,  env i ronmsn t a  1 1  y  
sus ta i nab le ,  and se l  f - re1  i a n t :  ( b )  t o  



be used t o  promote sustafned economic 
growth, encourage p r i v a t e  sec to r  
development, promote l n d l v l d u a l  
i n i t i a t i v e s ,  and h e l p  t o  reduce t he  
r o l e  o f  c e n t r a l  governments i n  areas 
more app rop r i a t e  f o r  t he  p r l v a t e  
sec to r :  ( c )  t o  be p rov i ded  i n  a manner 
t h a t  takes i n t o  account,  d u r i n g  the  
p l ann ing  process the  l o c a l - l e v e l  
pe rspec t i ves  o f  t he  r u r a l  and urban 
poor ,  i n c l u d i n g  women, through c l ose  
consul t a t i o n  w i t h  A f r i c a n ,  Un i t ed  
S ta tes  and o t h e r  PVOs t h a t  have 
demonstrated e f f e c t i v e n e s s  i n  t he  
promot ion o f  l o c a l  g rass roo t s  
a c t i v i  t i e s  on b e h a l f  o f  long- term 
development i n  Sub-Saharan A f r i c a ;  ( d l  
t o  be implemented i n  a manner t h a t  
r e q u i r e s  l o c a l  people,  i n c l u d i n g  women, 
t o  be c l o s e l y  consu l ted  and i nvo l ved ,  
i f  t he  ass is tance  has a l o c a l  focus; 
( e l  be i ng  used p r i m a r i l y  t o  promote 
r e f o rm  o f  c r i  t i c a l  sec to ra l  economic 
p o l i c i e s ,  o r  t o  suppor t  t he  c r i t i c ; ;  
s e c t o r  p r l o r i  t i e s  o f  a g r i c u l t u r a l  
p roduc t i on  and n a t u r a l  resources,  
h e a l t h ,  v o l u n t a r y  fami l y .  p l ann ing  
se r v i ces ,  educat ton,  and income 
gene ra t i ng  o p p o r t u n i t i e s ;  and ( f )  t o  be 
p rov i ded  i n  a manner t h a t ,  if p o l l c y  
reforms a re  t o  be e f f ec ted ,  con ta ins  
p r o v i  s lons  t o  p r o t e c t  vu l ne rab le  groups 
and t h e  environment f rom p o s s i b l e  
nega t i ve  consequences o f  t h e  reforms? 

16. b t - fo r -Na tu re  Exchanae (FAA NIA 
Sec. 4631p I f  p r o j e c t  w i l l  f i nance  a 
debt - for -nature exchange, desc r i be  how 
t h e  exchange w i  11 suppor t  p r o t e c t i o n  
o f :  (a )  t h e  wo r l d ' s  oceans and 
atmosphere, (b )  animal and p l a n t  
spec ies,  and ( c )  pa rks  and reserves;  o r  
desc r i be  how t h ~  exchange w i  11 promote: 
( d l  n a t u r a l  resource management, ( e l  
l o c a l  conserva t ion  programs, ( f )  
conse rva t i on  t r a i n i n g  programs, ( g )  
p i l h l i c  commitment t o  conser v a t l o n ,  (h)  
1 and and ecosys tem management, and (i 1 
regene ra t i ve  approaches i n  fa rm ing  , 
f o r e s t r y ,  f i s h i n g  and watershed 
management. 

17.  DeobliaationIReobliaation (FY Yes, 
1991 A ~ r o b r i a t i o n s  A c t  Sec. 515): If 
deobl reob a u t h o r i t y  i s  sought t o  be 
exe rc i sed  i n  t he  p r o v i s i o n  o f  OA ass i s -  



tance, a re  t he  funds be ing  ob l  i g a t e d  
f o r  the  same general  purpose, and f o r  
coun t r ies  w i t h i n  the  same r e g l o n  as 
o r i g i n a l  l y  ob l  l ga ted ,  and have the  
House and Sent*:? App rop r i a t i ons  
Committees been p r o p e r l y  n o t i  f l e d ?  

a. Penavment Caoaci t v  (FA4 N / A  
$& 122(b>.): I n f o rma t i on  and 
conc lus ion  on capaci t y  o f  the  coun t r y  
t o  repay t h e  loan  a t  a  reasonable r a t e  
o f  i n t e r e s t .  

b. Lona-ranae Plans (FAA S ~ G  N / A  
122(b)1: ' Does the a c t i v i t y  g l v e  
reasonable promise o f  a s s i s t i n g  long- 
range p lans  and programs designed t o  
develop economic resources and i.ncrease 
p r o d u c t i v e  capaci t i e s ?  

c .  J n t e r e s t  Rate (FAA Sec, N /A 
122Cb)): I f  development loan  i s  
repayable i n  d o l l a r s ,  i s  i n t e r e s t  r a t e  
a t  l e a s t  2 percen t  per  annum d u r i n g  a  
grace p e r i o d  which i s  n o t  to .exceed t e n  
years,  and a t  l e a s t  3 percen t  per  annum 
t h e r e a f t e r ?  

d. Exnor ts  t o  Un i t ed  S ta t=  N /A 
(FAA Sec. 620(d)): I f  ass is tance  i s  
f o r  any p roduc t i ve  e n t e r p r i s e  which 
w i  1 1  compete w i t h  U.S. e n t e r p r i s e s ,  i s  
t he re  an agreement by t he  r e c i p i e n t  
coun t ry  t o  p reven t  expor t  t o  t he  U.S. 
o f  more than  20 percen t  o f  t h e  
en te rp l  i se 's  annual p roduc t i on  d u r i n g  
the  l i f e  o f  t he  loan  o r  has t he  
requi rement  t o  en te r  i n t o  such an 
agreement been waived by t he  P res i den t  
because o f  a  n a t i o n a l  s e c u r i t y  i n t e r e s t ?  

19. p e v e l o ~ m e n t  Ob iec t i ves  (FAA 
Secs. 102(a). 111. 113. 281 (a ) l :  
Ex ten t  t o  which a c t i v i t y  w i l l :  ( 1 )  
e l  : ~ c t i v e l y  i n v o l v e  t h e  poor i n  
development, by expanding access t o  
economy a t  l o c a l  1  eve1 , i n c r e a s i n g  
l a b o r - i n t e n s i v e  p roduc t i on  and t h e  use 
o f  a p p r o p r i a t e  technology,  spreading 
investment  o u t  f rom c i t i e s  t o  smal l  
towns and r u r a l  areas, and i n s u r i n g  
wide p a r t i c i p a t i o n  o f  the  poor i n  t he  
b e n e f i t s  o f  development on a  sus ta ined  

&,g response t o  para 6 i n  
t h i s  p a r t  8 .  



bas ls ,  u s l n g  the appropriate U , S I  I n s t l -  
t u t l o n s ;  (2) he1 p develop cooperat lves , 
especla l  l y  by technical ass! stance, t o  
a s s l s t  r u r a l  and urban poor t o  h e l p  
themselves toward b e l t e r  11 f e ,  and 
o therw lse  encourage  democrat!^ p r l v a t e  
and l o c a l  governmental i n s t i  t u t i o n s ;  
( 3 )  suppor t  t h e  s e l f - h e l p  e f f o r t s  o f  
develop ing coun t r l es ;  (4 )  promote t he  
p a r t i c i p a t i o n  o f  women i n  the  n a t l o n a l  
economies o f  develop ing c o u n t r i e s  
coun t r l es  and the  improvement o f  women's 
s t a t us ;  and ( 5 )  u t l l l z e  and encourage 
r e g i  onal  coopera t lon  by deve lop ing  
c o u n t r i e s ?  

20. 

V j z ; ,  
A a r i c u l  t u r d  

Research IF and 1 0 3 u :  

a, l!- & response t o  para 8 o f  
Farmers: I f  ass is tance  i s  be i ng  made t h i s  Pa r t  0 .  
ava i  l a b l e  f o r  a g r i c u l t u r e ,  r u r a l  deve- 
lopment o r  n u t r i t i o n ,  desc r lbe  e x t e n t  
t o  which a c t i v i t y  ! s  specifically 
designed t o  inc rease  p r o d u c t i v i t y  and 
income o f  r u r a l  poor ;  o r  i f .  ass i s t ance  
i s  be i ng  made avai  l a b l e  f o r  a g r i  c u l -  
t u r a l  research,  has account been taken 
o f  t he  needs of smal l  farmers,  and 
ex tens i ve  use o f  f i e l d  t e s t i n g  t o  adapt 
bas1 c  research  o f  l o c a l  condl t i o n s  
s h a l l  be made. 

b .  Nutr!  t i o n :  Oescr i  be N / A  
ex ten t  t o  which ass is tance  i s  used i n  
c o o r d i n a t i o n  w i  t h  e f f o r t s  c a r r i e d  o u t  
under FAA Sec t i on  104 (Popu la t i on  and 
Hea l t h )  t o  h e l p  , improve o u t r i  t i o n  o f  
the  peop le  o f  deve lop ing  c o u n t r i e s  
through encouragement o f  i nc reased  
p roduc t i on  of crops w i t h  g r e a t e r  
n u t r i t i o n a l  va lue ;  improvement o f  
p lann ing ,  research ,  and educa t ion  w l  t h  
respec t  t o  n u t r i t i o n ,  p a r t i c u l a r l y  w i t h  
re fe rence  t o  improvement and expanded 
u : P o f  l ndigenous l y  produced 
foods tu f f? ; ;  and t h e  unde r t ak i ng  o f  
p i l o t  o r  demonstrat ion programs 
e x p l i c i t l y  address ing the  prob lem o f  
m a l n u t r i  t i o n  o f  poor and vu l ne rab le  
peopl e. 

c .  Food S e c u r i y :  Descr ibe  N / A  
ex ten t  t o  which a c t i v i t y  increases 



na t i ona l  food s e c u r i t y  by improv ing 
food p o l l c l e s  and management and by 
s t reng then i  ng n a t i o n a l  food reserves ,  
w i t h  p a r t i c u l a r  concern f o r  t he  needs 
o f  the poor ,  through measures 
encouraging domes t i c  p roduc t  i o n ,  
bu l  l d i n g  n a t i o n a l  food reserves ,  
expanding avai  l ab1  e  s torage f a c i  1  i t i e s ,  
reduc ing  pos t  ha r ves t  food losses,  and 
improv ing food d i s t r i b u t i o n .  

21. p o ~ u l a t l ~ n  and Hea l t h  (FAq 
5 ecs. 104(b) and I :  I f  ass is -  
tance i s  be ing  made a v a i l a b l e  f o r  
popu la t i on  o r  h e a l t h  a c t i v i t i e s ,  
desc r ibe  ex ten t  t o  . which a c t i v i t y  
emphasizes 1  ow-cos t , i n t e g r a t e d  
d e l i v e r y  systems f o r  h e a l t h ,  n u t r i t i o n  
and f am i l y  p lann ing  f o r  t he  poores t  
people, w i t h  p a r t i c u l a r  a t t e n t i o n  t o  
the  needs o f  mothers and ch i ld ' ren ,  
us i ng  paramedical  s  and aux i  1  i a r y  
medical  personnel ,  c l i n i c s  and h e a l t h  
pos ts ,  commercial d i  stri b u t i o n  systems, 
and o t h e r  modes o f  community out reach.  

22.  - t i on  and Hman . Resourceg 
v  : I f  ass is -  

C n : : O ~ ? n ~ e i k ~ A A m , ' d ~ ~ a v \ ~ % b l e  f o r  edu- 
c a t i o n ,  p u b l i c  a d m i n i s t r a t i o n ,  o r  human 
resource development, desc r l  be ( a )  
ex ten t  t o  which a c t i v i t y  s t rengthens 
nonformal educat ion,  makes formal 
educat ion more r e1  evant ,  espec ia l  l y  f o r  
r u r a l  f a m i l i e s  and urban poor ,  and 
s t rengthens management capabi 1  i ty o f  
i n s t i t u t i o n s  enab l i ng  t he  poor t o  
p a r t i c i p a t e  i n  development; and (b)  
ex ten t  t o  which ass is tance  p rov ides  
advanced educa t ion  and t r a i  n i  ng o f  
people o f  deve lop ing  c o u n t r i e s  i n  such 
d i s c i p l i n e s  as a r e  r e q u i r e d  f o r  
p l ann ing  and implementat ion o f  p u b l i c  
and p r i v a t e  development a c t i v i  t i e s .  

23. av. P r l v  l u n t a r y  
Q g ~ n i z a t l o ~ ~ r a n d  Select:: 0e:;looment 
A c t i v i t i e s  (FAA Sec. 106): If ass i s -  
tance i s  be ing  made a v a i l a b l e  f o r  ener- 
gy, p r i v a t e  v o l u n t a r y  o rgan i za t i ons ,  
and se l ec ted  development problems, 
descr ibe  ex ten t  t o  which a c t i v i t y  i s :  

NIA 

NIA 

Some ass i s t ance  w i  11 be pro-  
v i ded  i n d i r e c t l y  o r  d i r e c t l y  
t o  p r i v a t e  v o l u n t a r y  o rgan i -  
za t i ons  t o  promote the  
f e a s i b i l i t y  o f  model l end ing  
programs f o r  t he  low-income 
groups. 



a, concerned w i t h  data col  l e c -  N / A ,  
t i o n  and ana lys is ,  the t r a i n i n g  o f  
skj 1 led  personnel , research on and 

* development o f  sul  t ab le  energy sources, 
and p i l o t  p ro jec t s  t o  t e s t  new methods 
o f  energy product ion;  and f a c i  1 i t a t i v e  
o f  research on and development and use 
o f  small-scale, decentra l ized,  renewable 
energy sources f o r  r u r a l  areas, empha- 
s i z i n g  development o f  energy resources 
which are environmental l y  acceptable 
and requ i re  minimum c a p i t a l  investment; 

b. concerned w i  t h  technical  
cooperat ion and development, especial l y  
w i t h  U.S. p r i v a t e  and vo lun tary ,  o r  
regional  and i n t e r n a t i o n a l  development, 
organi zat ions ; 

c. research i n t o ,  and evalua- 
t i o n  o f ,  economic development processes 
and techniques; 

d. reconst ruc t ion  a f t e r  
na tura l  o r  manmade d i sas te r  and 
programs of d i sas te r  preparedness : 

e. f o r  specia l  development 
problems, and t o  enable proper u t i l i -  
za t i on  o f  i n f r a s t r u c t u r e  and r e l a t e d  
p ro jec t s  funded w i t h  e a r l i e r  U.S .  
assistance; 

f. f o r  urban development, 
espec ia l l y  small ,  labor - in tens ive  enter- 
p r i ses ,  marketing systems f o r  small 
producers, and f i n a n c i a l  o r  o the r  i n s t i -  
t u t i c n s  t o  he lp  urban poor p a r t i c i p a t e  
i n  economl c and socf a1 development. 

The OA program w i  11 promote 
Indo-US co l l abo ra t i on  re la ted  
t o  pro fess iona l  services fo r  
developing a se l f -sus ta in ing  
housing f inance system. 

Assistance w i l l  be used f o r  
p i l o t  research studies and 
model programs t o  demonstrate 
p r o f i  tab1 e methods o f  housing 
f inance lending t o  d i f f e r e n t  
households i nc lud ing  low- 
Income households. 

Assistance w i  11 i n d i r e c t l y  
promote planned, envi ron- 
mental l y  and hygi eni c a l l  y 
safe housing schemes fo r  the 
urban poor thus leading t o  
t h e i r  economic and soc ia l  
development. 



C. CRITERIA APPLICABLE TO ECONOMIC SUPPORT FUNDS ONLY 

1. nomi c and P o l i t i c a l  N / A  
S t a b i l l t v  (FAA Scc, 531(a)L: W i l l  
t h i s  ass is tance  promote economic and 
p o l i t i c a l  s t a b i  l i  t y ?  To the maximum 
ex ten t  f e a s i b l e ,  I s  t h i s  ass is tance  
c o n s i s t e n t  w i t h  t he  p o l i c y  d i r e c t i o n s ,  
purposes, and programs o f  P a r t  I o f  the  
FAA? 

2. H i l i  t a r v  Purboses (FAA S ~ L  N / A 
531(e)): W i l l  t h i s  ass is tance  be used 
f o r  mi 1 i t a r y  o r  parami 1 i t a r y  purposes? 

3 .  ! 3 m d i  t v  G r a n t s I S e ~ a r a t e  N / A  
A F I f  
c E % i  es 82 t o  SbeeC'granZL;o t h a t  
sa le  proceeds w i l l  accrue t o  t h e  
r e c i p i e n t  coun t ry ,  have Spec ia l  Account 
( coun te rpa r t  arrangements been made? 
(For  FY 1991, t h i s  p r o v i s i o n  i s  
superseded by t he  separate account 
requi rements o f  FY 1991 App rop r i a t i ons  
Ac t  Sec. 575(a), see 575(a)(5) .) 

4.  a n e r a t i o n  and Use of L o d  
Cur renc ies  (FAA Sec. 531 ( d l )  : W i  11 
€SF funds made a v a i l a b l e  f o r  commodity 
impo r t  programs . o r  o t h e r  program 
ass i s t ance  be used t o  generate l o c a l  
cu r renc i es?  If so, w i l l  a t  l e a s t  50 
percen t  o f  such l o c a l  cu r renc i es  be 
a v a i l a b l e  t o  suppor t  a c t i v i t i e s  
c o n s i s t e n t  w i t h  t he  o b j e c t i v e s  o f  FAA 
sec t i ons  103 through 106? (For  FY 
1991, t h i s  p r o v i s i o n  i s  superseded by 
t h e  separate account requi rement  o f  FY 
1991 App rop r i a t i ons  Ac t  Sec. 575(a),  
see Sec. 575(a)(5).)  

5. Q& Trans fe r  Reaui rements (FY 
1991 Ann roo r i a t i ons  Act.  T i t l e  11, 

ina  "Economi c S u m o r t  Fund ." 
and Scc. 575 ( b ) l :  If ass j s t ance  i s  
i n  the form o f  a cash t r a n s f e r :  

a. S e ~ a r a t e  Account: Are 
a1 1 such cash payments t o  be ma in ta ined  
by t h e  coun t r y  i n  a separate account 
and n o t  t o  be commingled w i  t h  any o t h e r  
funds? 



b. LQLB Currenciex: W l 1 1  
a l l  l oca l  currencies tha t  may be 
generated w i th  funds provided as a cash 
t rans fer  t o  such a country a l so  be 
deposited i n  a specia l  account, and has 
A.I,D, entered i n t o  an agreement w i t h  
tha t  government s e t t i n g  f o r t h  the 
amount o f  the l oca l  currencf es t o  be 
generated, the terms and cond i t ions  
under which they are t o  be used, and 
the r e s p o n s i b i l i t i e s  o f  A-1 .0 .  and t h a t  
government t o  monitor and account f o r  
deposi t s  and disbursements? 

c .  U.S. Government Use a t  
Local Currencies: W i  1 1  a1 l such l oca l  
currencies a l so  be used i n  accordance 
w i th  FAA Sect ion 609, which requ i res  
such l oca l  currencies t o  be made 
ava i l ab le  t o  the U.S. Government as the 
U.S. determines necessary fo r  the 
requirements o f  the U. S .  Government, 
and which requ i res  the remainder t o  be 
used f o r  programs agreed t o  by the U.S. 
Government t o  ca r r y  ou t  the purposes 
f o r  which new funds author ized by the 
FAA would themselves be ava i l ab le?  

d. Conaressional Notice: ' Has 
Congress received p r i o r  n o t i f i c a t i o n  
prov id ing  i n  d e t a i l  hcw the funds w i l l  
be used, i n c l u d i n g  the U.S. i n t e r e s t s  
t h a t  w i l l  be served by the assistance, 
and, as appropr iate,  the economic 
pol  i c y  reforms t h a t  w i  1 1  be promoted by 
the cash t rans fer  assistance? 



ACTION: AID-2 I N F O :  AMP DCM POL RCON S C I  FAS FCS (9) 

PP RUEHNE 
D E  H U E H C  C9627 2430524 

C N :  6 4 ? 1 3  
C H R C :  AID 

Z V R  UUUUU ZZ!i ~ I S . T :  A I D  
P  3 1 0 5 2 1 2  A U C  91 ADD: , 
FI.1 SFCSTP.TE lJASHCC 
TO RUEHEIE/AM611BASSP NFW DPLIII P R I 3 i l l T Y  El514 GRANT 306-HG-003 A 
INFO RIICHBK/AMEMPASST B A M C K O T  P S I O 9 I T Y  65E6 

UNCLAS STATE 289027 

A I DAC 
... 

E . O .  12356: N / A  )I 

TAGS : 'I 

SUBJECT:  ' INDIP. HOUSIN': F INANCF SYSTFII PROGRAM 
($GG-tlC-icd3) ; APPIIOVAL TO AUTHOR1 Z E  A M  KVDMC:NT 

!IFF A )  NEbi DPLHI 172h 8 )  N t i '  DELliI 2 W 6 a  
C )  N E W  DBLHI 13138 D )  S T A T 3  1539771 

1. RFFTELS REPRFSFNT APRE RTVIRY P:IOC7SS F 0 9  IIEY D?r,:II 
PSnPOSED AMENDMENT TC qG-83.3 A4D DOCUMSNT T l l E  
COLL!.~ORATIV F, EXAWINATION AND RESOLU'I'IOY OF A l A N B F  OF 
ISP!JFS RECARDING C@NTIN!!ATION O F  M I S S I O U ' S  !iOUSINq 
PPCGRAN. 

2 .  B I S C D  ON TIIIS RECORP, AA/!PXE !IFR?BY DSLECATTS T3 
M I S S I O N  DIRECTOR THS AUTIJORITY TO APPRQVE APISNDMENT TO l i C -  
0333 I N  THE Ai10UNT OF DOLS 50 M I L L I O N .  TIi6 M I 9 S I O H  
DIRFCTOR I S  ADVISEC' THFT LSTTRRS 0 7  A P 4 I C E  SENT T O  TI IF  
GOIFRNMENT OF I N D I A ,  B Y  \ J ! I ICH THE GUAn ANTE? COMMII'IIENTS 
WILL B P  YADR, ARE L I f I I l ' F D  F'I T l l U  F'ISSAL 'If.AA A V A I L A 3 I ! ~ I ' l ' ~  
Or FUNDS ANF ST4TUTQRY DOLLlIR L I M I T A T I O I I S .  THE L!?TTPRS 3P 
ACUICE V I L L  R E  S I C N E D  X Y  TI lE  D I n E C T O 9  Or ~ ? 1 ( 6 / H  0 9  HIS 
DESIGNEE ATTER FUNPS CONTROL APpSOVAL RY A rG/W/FM A V D  
B U R E A U  P R O S G R A M  O F P I C Z .  I N  A D D I T I O N ,  r u s s r o q  D I ~ E C T O ~  M A Y  
AUTHORIZE DA COMPONENT AT LF.VEL OF DOLq 3..5 'LC-.' H I L L I O ' 4 .  

9 

3. AS M I S S I O N  HAT RNFV, APRE I S  INVOLVED I l l  FOCUS ANC 
CONCFNTRATIOY EXRRCISE AT T Y I S  T I Y E  YHICY 3117 I F F r C T  
F!ITURE PROCRAH EEVELOPPEYT IN T I l F  IlQ!JSI NS SFC'COR. 
THERBFORE, BUREAU \'I SHES TO A D V I S E  M I S S I O N  'THPT 4PPROVA 
TO5 THIS ACTION I S  BASTD ON RATIONfiLL THET I T  I S  Aii 
AFIFNDMENT OF AN Z X I S T I N C  A C T I V I T Y  R A T E R 3  T Y 4 N  I M I I I I \ T I O ~ ~  
OP A NEW PROGRAM, I R R E S P E C T I V E  OF E X T M  T)EI.IilNq. 

4 .  Y I S S I O N . .  I S  REMINDEP THE.T AUTHOSIZATION 3 E Q U I I i E J  I E E  
A P P 9 0 V A L  EY BUREAU ENVIRONPCNTAL COO!IDINATOS. SUCGEST 
THAT YOU SUBMIT I E E  IHM6DIATFLY TO MOLLY K i l l ,  APRE/DR/TR,  
TO AVOID H C  AUTIiORIZATION DELI\YS.  

5. PLFASE PROVIT'E APRE W I T H  CCIPIES O F  APP?OVEP TOClIM~IU'TS 
TOR O F F I C I A L  P I L E S .  

FACLFBUROPR 

09/03/1 PY 1 
l3:OO 
ACTION: 

TUE-3 

INFO 

R l A  

LO 

U 

PDPS 

Cl lRON 



U N C L A S S I F I E D  
A I D  0 9 / 1 0 / 9 1  
0 : W G B O L L I N G E R  
P D P S / P P E : N N A G P A L : S S  
P D P S : M C G U P T A  P D P S : J O ' R O U R K E  P D P S : T M A H O N E Y  T D E : C B I L L A N D  
A 1  D  

A M E M B A S S Y  NEW D E L H I  
S E C S T A T E  WASHDC 
I N F O  A M E M B A S S Y ,  B A N G K O K  .. 

AIDIW F O R  J E R E M Y  H A G G E R ,  APREIHOUSING 
B A N G K O K  FOR R H U D O  . 
A I D A C  

E.O. 1 2 3 5 6 :  N / A  
S U B J E C T :  I N D I A  H O U S I N G  F I N A N C E  S Y S T E M  P R O G R A M  - E X P A N S I O N  ( H G - 0 0 3 A )  - R I S K  A S S E S S M E N T  

R E F E R E N C E S :  A )  S T A T E  1 6 3 9 7 7  B )  NEW D E L H I  13108  - C )  S T A T E  2 1 6 5 5 0  
, 

1 .  T H E . F O L L O W I N G  R E S P O N D S  T O  i 3 E F T E L  A, P A R A  4 R E Q U E S T  
FOR R I S K  A S S E S S M E N T .  

SUMMARY ------- 
I N D I A  H A S  E X P E R I E N C E D  P E R S I S T E N T  A N D  D E T E R I O R A T I N G  
D E F I C I T S  I N  E X T E R N A L  T R A D E  A N D  T H E  O V E R A L L  B A L A N C E  O F  
P A Y M E N T S  ( B O P )  D U R I N G  T H E  L A T T E R  H A L F  O F  E I G H T I E S .  T H I S  
D I F F I C U L T  B O P  S I T U A T I O N  C U L M I N A T E D  I N  A  S E V E R E  F O R E I G N  
E X C H A N G E  C R I S I S  I N  E A R L Y  1 9 9 1 .  I N  R E S P O N S E  T O  T H E  
C R I S I S ,  T H E  G O V E R N M E N T  O F  I N D I A  ( G O 1 1  T O O K  D E C I S I V E  
A C T I O N  T O  A M E L I O R A T E  T H E  I M M E D I A T E  L I Q U I D I T Y  C R I S I S  A N D  
H A S  I N D I C A T E D  A  W I L L I N G N E S S  T O  P U R S U E  A  L O N G E R  T E R M  
S T A B I L I Z A T I O N  PROGRAM.  T H E  D E C I S I V E  E M E R G E N C Y  M E A S U R E S  
S U G G E S T  T H A T  I N D I A  W I L L  M A K E  A L L  E F F O R T S  T O  R E M A I N  

x. 

ANNLX O 

WGB 

MCG 

TMM 
( D R A F T )  

C B  
( D R A F T )  

D  B  
( D R A F T )  
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Annex 0 -2  

U N C L A S S I F I E D  

C U R R E N T  ON I T S  E X T E R N A L  O B L I G A T I O N S .  T H E  S U B S T A N T I A L  
E X T E R N A L  A S S I S T A N C E  O F F E R E D  B Y  T H E  I M F  A N D  WORLD B A N K  
M A Y  H E L P  I M P R O V E  I N D I A ' S  C R E D I T  R A T I N G  I N  T H E  S H O R T  RUN, 
A N D  T H E  R E C E N T L Y  ( J U L Y  1 9 9 1 )  A N N O U N C E D  T R A D E ,  I N D U S T R I A L  
A N D  F O R E I G N  I N V E S T M E N T  P O L I C Y  R E F O R M S ,  I F  I M P L E M E N T E D ,  
W I L L  H h V E  A P O S I T I V E  E F F E C T  ON T H E  B O P  S I T U A T I O N  I N  T H E  
M E D I U M  T E R M .  
E N D  SUMMARY ..' 

/ 
4 ----------- 

2 %  B A C K G R O U N D :  F O R E I G N  E X C H A N G E  L I Q U I D I T Y  P O S I T I O N  - --..-------- 
S U C C E S S I V E  D E F I C I T S  I N  T H E  B A L A N C E  O F  P A Y M E N T S  H A V E  
G R E A T L Y  W E A K E N E D  I N D I A ' S  E X T E R N A L  L I Q U I D I T Y  P O S I T I O N .  
I N D I A ' S  E X P O R T S ,  W H I C H  W I T N E S S E D  R O B U S T  GROWTH O F  1 9 . 5  
( N I N E T E E N  P O I N T  F I V E )  P E R C E N T  P E R  Y E A R  ( I N  D O L L A R  T E R M S )  
B E T W E E N  1 9 8 7 - 9 0 ,  S L O W E D  C O N S I D E R A B L Y  I N  1990 -91  ( O N L Y  
9 .1  P E R ? E N T l  P R I M A R I L Y  B E C A U S E  O F  P O O R  P E R F O R M A N C E  O F  
GEMS A N D  J E W E L E Y Y  A L T H O U G H  .OTHER I M P O R T A N T  E X P O R T  
S E C T O R S  ( E N G I N E E R I N G  A N D  C H E M I C A L S )  A L S O  S L O W E D .  T H E  

- SLOWDOWN I N  E X P O R T S  WAS A C C O M P A N I E D  B Y  G U L F  WAR O I L  
P R I C E  I N C R E A S E S  W H I C H  A D D E D  D O L S .  1 . 0 5  B I L L I O N  T O  
I N D I A ' S  A N N U A L  I M P O R T  B I L L .  T H I S  WAS F U R T H E R  
E X A C E R B A T E D  B Y  A  D E C L I N E  I N  T H E  D O M E S T I C  O U T P U T  O F  C R U D E  
O I L  - FROM 5 4 . 5  MMT T O  3 2 . 8  MMT - D U E  T O  D I S T U R B A N C E S  I N  
A S S A M .  A S  A  R E S U L T ,  I N D I A ' S  T O T A L  O I L  I M P O R T  B I L L  
I N C R E A S E D  B Y  D O L S .  1 . 9 6  B I L L I O N ,  OR F I F T Y  TWO ( 5 2 )  
P E R C E N T  A B O V E  T H E  P R E V I O U S  Y E A R .  T H E  F O R E I G N  E X C H A N G E  
C R U N C H  WAS A L S O  E X A C E R B A T E D  B Y  T H E  E S T I M A T E D  L O S S  O F  
D O L S .  870 M I L L I O N  I N  R E M I T T A N C E S  F R O M  I N D I A N  WORKERS 
D I S P L A C E D  F R O M  T H E  P E R S I A N  G U L F .  ( I N D I A ' S  C U R R E N T  
A C C O U N T  D E F I C I T  R E A C H E D  A N  A L L  T I M E  H I G H  O F  D O L S .  9.9 
B I L L I O N  OR 3 . 5  P E R C E N T  O F  G D P  I N  1 9 9 0 - 9 1 ,  U P  F R O M  D O L S .  
8 . 3  B I L L I O N  I N  1989-90 OR 3 . 1  P E R C E N T  O F  GDP.)  

3 .  ' A G A I N S T  T H I S  B A C K D R O P ,  I N D I A  R E L I E D  H E A V I L Y  O N  
E X T E R N A L  B O R R O W I N G S  W H I C H  I N C R E A S E D  T O  D O L S .  7 0  B I L L I O N  
I N  1 9 9 0 - 9 1  F R O M  D O L S .  6 3  B I L L I O N  I N  1 9 8 9 - 9 0 .  W I T H  
D E C L I N I N G  C O N C E S S I O N A R Y  A I D  F L O W S  A N D  G R O W I N G  D E B T  
BURDEN,  D E B T  S E R V I C I N G  WAS I N C R E A S I N G L Y  F I N A N C E D  F R O M  
T H E  A L R E A D Y  D W I N D L I N G  F O R E I G N  E X C H A N G E  R E S E R V E S .  

- I N  M A R C H  O F  1 9 9 1  T H E S E  R E S E R V E S  WERE E Q U I V A L E N T  T O  
D O L S .  2.3 B I L L I O N ,  OR O N L Y  FOUR W E E K S  O F  I M P O R T S .  TWO 
M O N T H S  L A T E R ,  I N  M A Y  1 9 9 1 ,  R E S E R V E S  D I P P E D  F U R T H E R  - T O  
A N  A L L  T I M E  LOW O F  D O L S .  1 . 2  B I L L I O N .  
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U N C L A S S I F I E D  

4 .  I N  J A N U A R Y ,  1 9 9 1  T H E  I M F  P R O V I D E D  D O L S .  1 . 8  B I L L I O N  
I N  F I N A N C I N G  T O  H E L P  P A Y  FOR E S S E N T I A L  O I L  I M P O R T S  AND 
T O  A V O I D  D E F A U L T .  D E S P I T E  T H I S  LOAN, I N D I A ' S  F O R E I G N  
E X C H A N G E  P O S I T I O N  D E T E R I O R A T E D  F U R T H E R ,  A N D  I T S  C R E D I T  
W O R T H I N E S S  D E C L I N E D  T O  A  P O I N T '  WHERE I N T E R N A T I O N A L  B A N K S  
B E G A N  T O  C U T  O F F  C R E D I T ,  M A J O R  I N T E R N A T I O N A L  C R E D I T  
R A T I N G  A G E N C I E S  DOWNGRADED I N D I A  T W I C E  I N  1 9 9 1 .  M O O D Y ' S  

... A N D  S T A N D A R D  A N D  POOR ?OWNGRADED I N D I A  F R O M  T H E  
I N V E S T M E N T  G R A D E  T O  T H E  S P E C U L A T I V E  G R A D E .  E A R L I E R  T H I S  
YEAR,  M O O D Y ' S  L O W E R E D  I N D I A ' S  R A T I N G  FROM B A A  3 T O  B A  2 
[OR L O N G  T E R M  D E B T  A N D  T O  ' N O T  P R I M E '  F R O M  ' P R I M E  3 '  FOR 
S H O R T  T E R M  D E B T .  S T A N D A R D  A N D  POOR H A D  L O W E R E D  I N D I A ' S  
L O N G  T E R M  D E B T  R A T I N C ' . F R O M  8 8 8  T O  B B  - T H E  H I G H E S T  
S P E C U L A T I V E  G R A D E .  

5 .  R E F O R M  A G E N D A  A N D  P R O S P E C T S  - ......................... 
W I T H  T H E  SLOWDOWN I N  E X P O R T S ,  A N  E S C A L A T I N G  I M P O R T  B I L L ,  
P R E C A R I O U S L Y  LOW F O R E I G N  E X C H A N G E  R E S E R V E S ,  I N C R E A S E D  
S H O R T - T E R M  E X T E R N A L  B O R R O W I N G S  A N D  TWO Y E A R S  O F  
P O L I T I C A L  I N S T A B I L I T Y  ( G R E A T L Y  E X A C E R B A T E D  B Y  T H E  M A Y  
A S S A S S I N A T I O N  O F  R A J I V  G A N D H I ) ,  T H E  C R I S I S  R E Q U I R E D  B O L D  
G O 1  A C T I O N  T O  R E S T O R E  I N T E R N A T I O N A L  C O N F I D E N C E . '  T H E  NEW 
G O V E R N M E N T  T H A T  A S S U M E D  O F F I C E  I N  J U N E  1 9 9 1  Q U I C K L Y  
D E M O N S T R A T E D  I T S  R E S O L V E  T O  A V O I D  D E F A U L T  B Y  A I R  
F R E I G H T I N G  A L M O S T  47 T O N S  O F  O F F I C I A L  G O L D  R E S E R V E S  T O  
T H E  B A N K  O F  E N G L A N D  A S  C O L L A T E R A L .  T H E  G O V E R N M E N T  A L S O  
D E V A L U E D  T H E  R U P E E  B Y  A L M O S T  23 P E R C E N T  A G A I N S T  T H E  
D O L L A R  I N  J U L Y  1991.  ( T H I S  B R O U G H T  T H E  T O T A L  
D E P R E C I A T I O N  A G A I N S T  T H E  U .S  D O L L A R  S I N C E  T H E  B E G I N N I N G  
O F  T H E  Y E A R  T O  A P P R O X I M A T E L Y  4 3  P E R C E N T . )  

6 .  D E V A L U A T I O N  WAS F O L L O W E D  B Y  A  P A C K A G E  O F  S W E E P I N G  
I N D U S T R I A L  A N D  T R A D E  R E F O R M S  I N C L U D I N G  A N  A U S T E R E  G O 1  
D E F I C I T - R E D U C I N G  B U D G E T ,  B O L D  S T E P S  T O W A R D  T H E  A B O L I T I O N  
O F  I N D U S T R I A L  L I C E N S I N G  A N D  R E D U C I N G  R E S T R I C T I O N S  ON 
B O T H  D O M E S T I C  A N D  F O R E I G N  I N V E S T M E N T ,  T H E  R E M O V A L  O F  
E X P O R T  S U B S I D I E S ,  T H E  I N T R O D U C T I O N  O F  T R A D E A B L E  E X I M  
S C R I P S ,  A N D  A M E N D M E N T  O F  T H E  S T R I N G E N T  F O R E I G N  E X C H A N G E  
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R E G U L A T I O N  A C T  ( F E R A )  T O  A L L O W  FOR F O R E I G N  E Q U I T Y  
I N V E S T M E N T  U P  T O  5 1  P E R C E N T  FOR 3 4  S P E C I F I C  I N D U S T R I E S .  
T H E S E  GOT M E A S U R E S  A R E  I N T E N D E D  T O  S T I M U L A T E  G R E A T E R  

' F O R E I G N  I N V E S T M E N T  I N  I N D I A  A N D  I N T E G R A T E  T H E  I N D I A N  
ECONOMY W I T H  T H E  I N T E R N A T I O N A L  ECONOMY.  N O T W I T H S T A N D I N G  
B O L D  P O L I C Y  I N I T I A T I V E S  A N D  I N D I A N  E X P E C T A T I O N S ,  F O R E I G N  
B U S I N E S S E S  A R E  S K E P T I C A L  O F  SMOOTH I M P L E M E N T A T I O N  O F  NEW 
P O L I C I E S  P R I M A R I L Y  B E C A U S E  O F  U N H E L P F U L  A T T I T U D E  O F  
G O V E R N M E N T  B U R E A U C R A C Y ' P A R T I C U L A R L Y  A T  LOWER L E V E L S .  

7. C U R R E E T L Y  F O R E I G N  D I R E C T  I N V E S T M E N T  L E V E L S  I N  I N D I A  
A R E  S M A L L  - D O L L A R S  3 5 0  M I L L I O N  I N  1 9 8 9 - 9 0  - A  M I N I S C U L E  
A M O U N T  FOR A N  ECONOMY O F  T H E  S I Z E  O F  D O L .  280 B I L L I O N *  
A L T H O U G H  T H E R E  I S  U N L I K E L Y  TO B E  A S U B S T A N T I A L  I N C R E A S E  
I N  I N V E S T M E N T  I N  T H E  N E A R  TERM,  A N D  MUCH D E P E N D S  O N  G O 1  
I M P L E M E N T A T I O N  O F  T H E  NEW I N V E S T M E N T  CODE, M E D I U M  A N D  
L O N G  T E R M  P R O S P E C T S  A R E  F A V O R A B L E .  B O T H  O F F I C I A L  A N D  
U N O F F I C I A L  I N D I A N  S O U R C E S  E S T I M A T E  T H A T  F O R E I G N  D I R E C T  
I N V E S T M E N T  WILL R I S E  S H A R P L Y  I N  T H E  N E X T  T H R E E  T O  F I V E  
Y E A R S .  

8 

8. A N Y  A S S E S S M E N T  O F  I N D I A ' S  ' C O U N T R Y  R I S K '  OR ' C R E D I T  
R I S K '  M U S T  T A K E  I N T O  C O N S I D E R A T I O N  T H E  R E C E N T  P O L I C Y  
R E F O R M S  I N S T I T U T E D  B Y  T H E  G O V E R N M E N T .  A L T H O U G H  I T  I S  
E X P E C T E D  T H A T  T H E  M E D I U M  T E R M  I M P A C T  O F  T H E S E  R E F O R M S  
W I L L  B E  F A V O R A B L E ,  I N  T H E  N E A R  T E R M  I N D I A  W I L L  R E Q U I R E  
E X T E R N A L  A S S I S T A N C E  T O  A D D R E S S  I T S  I M M E D I A T E  L I Q U I D I T Y  
P R O B L E M .  B A S E 0  O N  T H E  R E F O R M  M E A S U R E S  A L R E A D Y  T A K E N  A N D  
I N D I A ' S  A N N O U N C E D  I N T E N T I O N S ,  T H E  I M F  A N D  T H E  WORLD B A N K  
H A V E  E X P R E S S E D  T H E I R  I N T E N T  T O  P R O V I D E  S U B S T A N T I A L  
C R E D I T .  T H E  F I R S T  T R A N C H E  'OF A L M O S T  D O L  2 B I L L I O N  I S  
E X P E C T E D  T O  B E  M A D E  A V A I L A B L E  B Y  S E P T E M B E R  1 9 9 1 .  I T  
MAY, HOWEVER,  B E  N O T E D  T H A T  I N D I A ' S  F O R E I G N  E X C H A N G E  
L I Q U I D I T Y  P O S I T I O N  C O N T I N U E S  T O  B E  E X T R E M E L Y  P R E C A R I O U S ,  
A N D  E V E N T U A L L Y  C O U L D  J E O P A R D I Z E  T H E  E N T I R E  R E F O R M  
PROGRAM.  F O R E I G N  E X C H A N G E  F I N A N C I N G  I S  A  W E E K - T O - W E E K  
S I T U A T I O N ,  W I T H  T H E  G O 1  S T R U G G L I N G  T O  M E E T  A  D O L S .  100 
M I L L I O N  G A P  E A C H  M O N T H  ON I T S  C U R R E N T  A N D  C A P I T A L  
A C C O U N T S .  W I T H O U T  C O N F I D E N C E  O F  T H E  I N T E R N A T I O N A L  
B A N K I N G  C O M M U N I T Y ,  A N D  W I T H  FEW F O R E I G N  L O A N S ,  T H E  G O 1  
M A Y  H A V E  T O  M A I N T A I N  S T R I C T  I M P O R T  C U R B S .  
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Annex 0 - 5  

9 .  C R E D I T  R A T I N G  - -----..----- 
O F F I C I A L  DONORS L I K E  T H E  WORLD B A N K  H A V E  R E I T E R A T E D  T H E  
N E E D  T O  P R O V I D E  E X T E R N A L  F I N A N C I A L  A S S I S T A N C E  T O  S U P P O R T  
T H E  G O I ' S  A D J U S T M E N T  PROGRAM.  DONOR A S S I S T A N C E  
F O R T H C O M I N G  W I L L  N O T  O N L Y  H E L P  I N D I A  M E E T  I T S  I M M E D I A T E  
C O M M I T M E N T S  A N D  R E S T O R E , ' L I Q U I D I T Y ,  B U T  I T . W I L L  H A V E  A 
SIGNIFICANT BEARING O N ' H O W  O T H E R  C R E D I T O R S  VIEW INDIA. 

1 0 .  S T A N D A R D  A N D  POOR C O N S I D E R S  T H E  F O L L O W I N G  F A C T O R S  
WHEN J U D G I N G  I N D I A ' S  C U R R E N T  C R E D I T  W O R T H I N E S S ;  ( A )  T H E  
1 9 9 1  G O 1  B U D G E T ;  ( 8 )  E V I D E N C E  .OF S U B S T A N T I A L  O F F I C I A L  
A S S I S T A N C E  A N D  R E S T O R A T I O N  O F  L I Q U I D I T Y ,  A N D  ( C )  O T H E R  
E L E M E N T S  O F  T H E  N E A R  T E R M  S T A B I L I Z A T I O N  PROGRAM.  T H E  
G O I ' S  R E C E N T L Y  P R E S E N T E D  1 9 9 1 - 9 2  B U D G E T  A N D  T H E  
A N N O U N C E D  P O L I C Y  R E F O R M S  D E M O N S T R A T E  T H E  G O I ' S  I N T E N T  T O  
P U R S U E  A  V I A B L E  S T A B I L I Z A T I O N  A N D  R E S T R U C T U R I N G  PROGRAM.  

1 1 .  WHEN V I E W E D  I N  T E R M S  O F  T h E  F O L L O W I N G  TWO A C C E P T E D  
I N D I C A T O R S ,  I N D I ' A  D.oES N O T  A P P E A R  T O  B E  ' S E V E R E L Y  
I N D E B T E D ' ;  

- A )  E X T E R N A L  D E B T / G N P :  T H E  C R I T I C A L  V A L U E  FOR T H I S  
R A T I O  I S  50 P E R C E N T .  T H E  V A L U E  F O R  I N D I A  I N  1 9 8 9 - 9 0  I S  
E S T I M A T E D  T O  B E  2 4 . 1  P E R C E N T ,  M U C h  B E L O W  T H E  C R I T I C A L  
V A L U E .  HOWEVER,  T H E  V A L U E  O F  T H I S  C R I T I C A L  R A T I O  I S  
E X P E C T E D  T O  I N C R E A S E  F U R T H E R  I N  1 9 9 0 - 9 1  A N D  1 9 9 1 - 9 2 ,  
P R I M A R I L Y  D U E  T O  S H A R P  D E P R E C I A T I O N  O F  T H E  I N D I A N  R U P E E .  
I T  M U S T  B E  N O T E D  T H A T  D E S P I T E  T H E  A D V E R S E  B A L A N C E  O F  
P A Y M E N T S  P O S I T I O N  A N D  P O L I T I C A L  P R O B L E M S ,  I N D I A ' S  
ECONOMY ( G D P )  C O N T I N U E D  T O  GROW A T  F I V E  ( 5 )  P E R C E N T  R A T E  
P E R  A N N U M  I N  1990-91 ( V E R Y  H I G H  B Y  I N T E R N A T I O N A L  
S T A N D A R D S ) .  T H E  D O M E S T I C  R A T E  O F  GROWTH, HOWEVER,  D O E S  
N O T  R E C E I V E  M U C H  U E I G H T  I N  I N D I A ' S  C R E D I T  R A T I N G .  

- '01 DEBT S E R V I C E  R A T I O :  T H I S  R A T I O  W H I C H  I S  
D E F I N E D  A S ' A  P R O P O R T I O N  O F  G R O S S  C U R R E N T  R E C E I P T S ,  WAS 
27.6 P E R C E N T  I N  1989-90 A N D  28.2 I N  1 9 9 0 - 9 1  - B E L O W  T H E  
C R I T I C A L  V A L U E  O F  30. T H E  F U T U R E  T R E N D  AS  P R O J E C T E D  B Y  
T H E  W O R L D  B A N K  S U G G E S T S  A  S T E A D Y  I M P R O V E M E N T  I N  T H I S  
R A T I O  I N  T H E  N E X T  T H R E E  Y E A R S .  
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12. C O N C L U S I O N  - ---------- 
r N D I A t S  B O P  P O S I T I O N  A N D  F O R E I G N  E X C H A N G E  C R U N C H  A R E  
C A U S E  F O R  CONCERN,  B U T  P R O J E C T I O N S  FOR F U T U R E  T R E N D S  
M U S T  T A K E  I N T O  C O N S I D E R A T I O N  T H E  R E C E N T  G O 1  P O L I C Y  
R E F O R M S .  B A S E D  ON G O 1  I M P L E M E N T A T I O N  O F  T H E  R E F O R M S  T O  
D A T E  A N D  T H E  A N N O U N C E D ' A D D I T I O N A L  M E A S U R E S  WE C O N C L U D E  
T H A T :  . - I N D I A  W I L L  C O N T I N U E  T O  S E R V I C E  I T S  E X T E R N A L  D E B T  

- I N D I A ' S  I N T E R N A T I O N A L  C R E D I T  R A T I N G  W I L L  I M P R O V E  
I N  T H E  N E A R  F U T U R E .  

- T H E  C U R R E N T  A C C O U N T  D E F I C I T  O F  T H E  B A L A N C E  O F  
P A Y M E N T S  WILL I M P R O V E  W I T H I N  T H E  N E X T  T H R E E  T O  F I V E  
Y€ARS.  
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Og/jO/g l 
ACTION:  

TDE 

INFO: 

PDPS 

Dear Mr Bollinger, 

P l e a ~ e  refer to my D.O.letter of 23rd September, 
1991 communicating our formal clearance for the Housing 
Finance System Programme Expansion to the tune of US 
$ 50 million in Guarantee Funds and upto US $ 3.5 million 
as Development Assistance Grant. 

I have had the matter reexamined. In view of 
USAID'S agreement with National Housing Bank 'to increase 
the assistance towards the Development Assistance, we 
have no objection to the Development Assistance Grant 
upto US $ 5 million for the purpose. 

I I . ~ , ) ~ A  *LC+ Yours sincere~y, 

( S VARADACHARY I -.. 

Mr Walter G Bollingcr 
Director 
USAID 
New Delhi 
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U N C L A S S I  F I E D  S T A T E  317567 nlrltkh q 

A C T I O N t  A I D - 2  I W , F O r  ANB DCM P O L  ECON S C I  FAS 

V Z C Z C t J E 0 5 3 3  25-SEP-9 1 T O R  t 02 r 20 
PP R w E H N E  C N t  01659 
DE RUEHC U 7 5 6 7  2660210 C H R G t  A I D  
ZNR UUUUU: Z Z H  D I S T :  A I D  
P 2502102 SEP 91 ADD: * 

d FM S E C S T A T E  WASZDC 
TO RTTEHN E /AMEf lBASST NEW D E L H I  P R I O R I T Y  9425 
I N F O  R ~ l E H B K / A M P f l B A S S T  BANGKOK P R I O R I T Y  7 ' 7 3 8  
3 T  
U N C L A S  S T A T E  317567 

A I D A C  

2.0. 12356: N/A 
T A G S :  
S U B J E C T :  D E L E G A T I O N  O F  A U T H O R I T Y  E G - 0 0 3 A - I N D I A ;  LOAN 
NUMBER H G - d l 1  

1 . T E E  O F F I C E  O F  H O U S I N G  AND URBAN PROGRAMS R E Q U E S T S  T H E  
D I R E C T O R  OR THE DEPUTY DIRECTOR OF USAID/INDIA OR THE U . S .  
AMSASSADOR TO AVTTHORIZE AND I S S n B  A LOAN W A R A N T Y  
COMMITMENT,  I N  THE NAME AND ON B E H A L F  O P  T H E  U N I T E D  S T A T E S  
O F  A M E R I C A  A C T I N G  THROUGH T H E  AGENCY O F  I N T E R N A T I O N A L  
D F V E L O P M E N T  ( A  .I .U. ), FOR ".So C O L L A R S  5.4 M I L L I O N  UNDER 
v09  !.MENDED " ; S ,  D O L L A R S  50 M I L L I O N  H O t T S I N G  GTTARANTY 
PRCGRPM ( 3 8 6 - H C - 0 0 3 A i  LOAN NO. E G - 0 1 1 )  F O R  H O U S I N G  F I N A N C E  
S Y S T E M  DEVELOPMENT A P P R O V E D  IN S E P T E M B E R  l Q 9 l .  FM/LM H A S  
V E R I F I E D  I H E  A V A I L A B I L I T Y  O F  E X I S T I N G  GTTARANTY ATTTHORITI  
F O R  T S I S  A U Y O R I Z A T I O N  

2 ,  T H E  C I R E C T O R  OR DEPT'TY D I R E C T O R  O I  I r S A I D / I N D I A  O R  TBE 
AMPASSADOR I S  R E Q U E S T E D  T O  S I G N :  ( A )  AN A U T I I O R ~ Z A T I O N  AND 
( B )  A L E T T E R  OF A D V I C E ,  BOTH I N  THE FORM T H A T  HAVE B E f N  
C L E A R E C  BY GC/AP.RE AND T H E  R E G I O N A L  H O U S I N G  AND URBAN 

a D B V L L O P H E N T  O F F I C X  F O B  A S I A ,  T O  COMMIT U.S. D O L L A R S  5.4 
V I L L I O N  O F  H O U S I N G  LOAN G v A R A N T I P S  T O  THE N A T I O N A L  H O n S I N G  
PANX ( N H B ) ,  A S U B S I D I A R Y  OF THE R E S E R V E  BAN.& OF I N D I A .  
T H I S  W I L L  E N A B L E  THL N E B ,  I N  CONJTTNCTION W I T H  ~ ' s A I D /  I N D I A '  

AND APRE/E, UPON F U L F I L L M E N T  01 ANT A P P L I C A B L E  C O N D I T I O N S  
P R B C E D E N T ,  TO F P O C S E D  Y I T B  THE B O R R O U I N G  OF F N D S  FROM A 
U e S  e I N O Z S T O R .  

4 3. F O L L O U I N G  S X E C V T I O N  OF T H E  A T t T H O R I Z A T I O N  AND D E L I V E R Y  
O F  T H E  LETTER OF A D V I C E ,  P L E A S E  N O T I F Y  R A U D O / A S I A  AND 
A P R E / H  BY C A B L E  AND S E N D  O N E  O R I G I N A L  S I G N E D  C O P Y  O F  B O T H  

-. 
TYE A U T H O R I Z A T I O N  A N D  THE LETTER O F  A C V I C E  lro ~ / L N  A N D  
SEND C O P I E S  T O  RBUDO/AS IA AND A P H E / H .  BAKER E A G L E B U R G E R  
B T  
It7567 

NNNN 

U N C L A S S I F I E D  S T A T E  317567 



a 

UNCLASSl F I E D  STATP 3 1 U 1 W  

ACTION t AID-2 INFO I AMB DCM POL ECON S C I  FAS ( 7  

P P  RUEHNE 
C E  RWEHC dS16 'd  2 6 9 6 2 3 1  
Z N R  UUUUU Z Z H  
P 2 e a 2 3 i z  SEF  91 
FM SICSTATE WASHDC 
TO RUERNE/AHEMBASST NEW CEHLI PRIORITY 9473 
INFO R1'EHBL/ANEMBASSY BANGKOK PRIORITY 7783 
P T 
UNCLAS STATE 3 1 9 1 6 d  

AICAC 

E.0. 1 2 8 5 e :  N / A  
TAGS: 
S U P J T C T  : DELEGATICN OF AUTHOR1 TI HC0d03A 

R E F :  STATE 317567 

INDIA 

26-SEP-91  TOR: 02 :37 
CNt 418245 
CHRC: A I D  
D I S T I  AID 
ADD: 

1. THE LCAN NUHBSR CITEC IN THE REFTEL FOR THE DELEGATION 09/26/91 
OF AUTHORIT1 HC-003A I S  NOT CORRECT* THE LOAN NUMBER FOR 16:OO 

THE HGw3d3A AUTHORIZATION OF DOLLARS 5.4 MILLION SHOULD BE ACTION : 

HC012 .  EAGLEBVRCER 
PT TDE-2 

UNCLASSIFIED STATE 319160 

INFO : 

D 

DD 

PDPS 

co 

CHRON 


