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ACTION MEMORANDUM FOR THE DIRECTOR, USAID/SOUTH AFRICA

M: Paul Neifert, Pngm — )
FRO 2 A?M\l’\'/

Michael C. Lippe, RHUDO/ES

SUBJECT: South Africa Shelter and Urlan Development Support
(SUDS) Program (674-0312)

I. Problem

Your approval is required to authorize the subject project for a
Life of Project (LOP) period of 4 years at a level of
$30,000,000, to be funded under the FAA out of the DFA account.

II. aAuthority

Pursuant to State 129548, AID/W has delegated autliority to the
Mission Director, USAID/SA to approve the project at a level not
to exceed $30,000,000. (See Annex B.)

III. Discussion
A. Background

In 1990 more than 7 million urban black* South Africans were
living in informal housing under deplorable conditions,
including backyard shacks in townshins and rapidly growing,
unserviced squatter settlements. These fiqures imply an
existing urban housing backlog of nearly 1 million units; up to
3 million additional new units would be required to accommodate
the projected increase of 20 million black city dwellers by 2010.
it ,

\

** The term "black” refers to all individuals of African,
"colored”, or Asian descent who were legally disadvantaged'by
apartheid. The primary beneficiaries of this program will be
members of the majority South African population.
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Black urbanization is largely based upon the search for
employment: in 1990, more than 60% of South Africa‘*s $100
billion GDP was generated in urban areas. But the country's
economy is faltering and actually contracted by 1% in 1990.
Unemployment among blacks nationwide is now estimated to be
between 40% and 50%. Increasing urbanization and housing
problems are a certainty.

Explicit within the political transition negotiations is the
desire of the disadvantaged majority to acquire control over
both a representative democracy and a healthy economy.
Economic empowerment of blacks necessarily entails a more
equitable distribution of resources, but in the absence of
significant economic growth, redistribution of existing wealth
would naturally create political repercussions. Among a
variety of proposals being discussed today in South Africa,
large scale provision of affordable housing for black South
Africans is seen as both politically necessary and as a means
to stimulate equitable and sustainable economic growth and, in
the process, create new employment opportunities.

USAID began examining the South African housing and urban
development sector in late 1989, culminating in the
formulation of a sectoral assistance strategy in 1991. This
strategy recognizes that, unlike many other countries, South
Africa possesses a relatively well developed hovsing delivery
system.

However, if this system is to solve the shelter problems of a
"new" South Africa, there are a numter of interventions which
are critical in order to reorient this delivery system to be
able to benefit the disadvantaged majority. The most
significant constraints facing such an effort zze: a) the lack
of capacity of organizations within disadvantaged communities;
b) the inaccessibility of both short and long term finance to
black South Africans; and, c) the lack of an appropIiate
policy and institutional framework through which to sustain
equitable low vost housing and urban development.

B. Project Descriptjon
The Shelter and Urban Development Support Program (SUDS) is a

4 year, $30 million program, the goal and purpose of which are
to promote the economic empowerment of disadvantaged South

Africans through support for the improvement, increased

xoduction, and greater ownership of affordable shelter within
viable urban environments.
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Progress toward this goal will be achieved by: a}
strengthening black community based organizations; b)
assisting communities with the design and provision of
appropriate housing and infrastructure; c¢) increasing the
amount of bridging, short, and long term finance available for
construction of infrastructure and low cost housing; and, 4)
encouraging the establishment of institutions and the
delineation of a policy framework which will facilitate the
emergence of equitable, integrated urban life in South~
Africa. Rather than a bricks and mortar project to only build
hcuses for a relative small number of people, the program has
been designed to emphasize institution building and to promo*e
changes in the current systems in South Africa for the
provision of shelter to blacks. 1Its ultimate success will be
measured in terms of the changes in these systems and its
ultimate benefits, if successful, will extend far beyond the
numbers of houses actually built under the Program.

The specific physical outputs of the program will inciude the
construction of more than 7,500 improved plots and/or new low
cost housing units with at least $35 million in long term and
end use finance from existing South African sources mobilized
directly for program supported communities over the LOP. 1In
addition, more than 30 community based organizations,
including up to 1,000 individuals, will receive training in
basic development management and more than 50 professional
community development advisors will be trained. 1In this
process, at least 30 construction and building supplies
enterprises will be assisted, with the creation of over 1,000
jobs envisaged. Finally, as a result of construction
initiated with resources supplied by this program, it is
estimated that over 5,000 person years of direct employment
will be generated.

The overall achievement of this program will be the
development of functional hcousing delivery systems for black
South Africans within a supportive policy and institutional
framework.

At the end of the program, the following conditions will exist:

a. Increased management control of the local shelter
development process by black South Africans.
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Growth of multiparty, national and regional housing and
urban development negotiating fora which play formative
roles in determining the appropriate policies and
institutional framework for this sector.

A significant and growing group of individuals who have
been trained in all aspects of shelter development,
along with training institutions which are prepared to
continue this process. -

Improved design and implementation of low cost housing
and community infrastructure development projects.

Increased production of low cost housing and serviced
homelots affordable to black South Africans.

Growth of black private enterprises in the construction
and building supplies fields.

Growth in employment of black South Africans as a
direct result of construction supported by this program.

Improved access to bridging finance for community
infrastructure and housing by black communities and
entrepreneurs.

Increased provision of short term finance for home
improvements by blacks.

Increased volume of long term mortgage finance supplied
to black home and plot owners by building societies and
other South African financial institutions.

C. Summary of A.I.D. Financing

Program Component Us $:'000
CBO Capacity Building 6,380
Policy and Institutional Development 2,000
Finance 18,000
Construction Management Assistance 2,450
Program Management 1,170

Total 30,000



D. Eindings of PP Analyses

The project design recognizes the complexity,
unpredictability, and dynamic nature of the current situation
in South Africa and the risks to project implementation that
they engender. Particular care has been taken to involve
persons from all levels of South African society in the design
process. Assuming that the political. economic, and social
environments remain conducive to project implementation, the
project is technically, socially, economically, and
institutionally sound, and is implementable.

E. Project Issues

A number of issues were raised by AID/W during the review of
the Project Identification Document (PID) and were resolved
during the final ECPR Meeting. (A copy of the PID approval
and PP guidance cable is attached in Annex B). The major
technical assistance contract under this project shall be
restricted to "Grey Amendment” entities, in accordance with
USAID procurement policies. No legislative action is required
to achieve objectives under the project.

Iv. Wajvers

No waivers are required.

V. Recommendation

That you approve the Shelter and Urban Development Support
Program at a four year life-of-project funding level of
$30,000,000 by signing below and on the attached project

authoriza%tion document. (/j) .
Py Jole

proved
anice Weber
cting A.I.D. Director

S~
Jilae: 13,/95 2
Date C- /

Attachments:

1. Prgject Authorization
2. Ptoﬁgct Paper

Drafted: MLippe: 4/13/92
Clearances:
DRathbun, OPMD'
JHensley, CONT
MKenyon, RCO (Draft)
DKeene, RLA (Draft)

/0



- 10 -

PRQJECT AUTHORIZATION
Name of Country: South Africa
Name of Project: Shelter and Urban Development Support
Number of Project: 674-0312 )
1. Pursuant to the Foreign Assistance Act of 1961, aé

amended, and the Comprehensive Anti-Apartheid Act of 1986, as
amended, I hereby authorize the Shelter and Urban Development
Support (SUDS) Program involving planned obligations of not to
exceed thirty million United States dollars ($30,000,000) in
grant funds over a period of four years from the date of
authorization, subject to the availability of funds in
accordance with the A.I.D. OYB/allotment process, to help in
financing foreign exchange and local currency costs for the
program. The planned life of the program is four years from
the date of initial obligation.

2. The program consists of financing training, technical
assistance and policy development for shelter and urban
development activities. The program seeks to support the
economic empowerment of the black majority in South Africa and
the evolution of the shelter delivery system to better serve
that population.

3. The contracts, grants or cooperative agreements, which
may be negotiated and executed by the officer(s) to whom such
authority is delegated in accordance with A.I.D. regulations
and delegations of authority, shall be subject to terms and
conditions as A.I.D. may deem appropriate.

4. The source and origin of commodities and nationality of
services (except ocean shipping) financed by A.I.D. under the
Program with DFA funds shall be the United States, South
Africa or other countries included in A.I.D. Geographic Code
935, except as A.I.D. may otherwise agree in writing. Ocean
shipping financed by A.I.D. under the Program shall, except as
A.I.D. may otherwise agree in writing, be financed only on
flag.vessels of the United States and countries included in
A.I1.D. Geographic Code 935.

(ftpees, e/
Jahice Weber

¢cting Director
SAID/South Africa

s
Date: k/49/ /3, /292

v

| |
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t o
Draft: MLippe, RHUDO! -I"%(
Clearances: PNeifert, PDO.

DRathbun, OPMDW¥ L.
JHensley, CONTOA
DKeene, RLA (p(,}r’r\ 1’[\)
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1. Development and Program Context
1.1 verview rbani i in § Africa

South Africa is the most industrialized and urbanized country
in Africa. With a population approaching 40 million, the
country's 1990 GDP exceeded $100 billion. Approximately 60%
of GDP is generated in the economic core of the country,
comprising the four major metropolitan areas of Pretoria,
Witwatersrand and the Vaal Triangle (PWV), Durban/Pinetown
(also known as the Durban Functional Region, or DFR), the Cape
Peninsula, and the greater Port Elizabeth/Uitenhage area.

The country's population distribution reflects the
concentration of economic production in urban areas - in 1989,
65% of the population was classified as urbanized. The total
population is projected to grow to almost 60 million by 2010,
of which three fourths will live and work in cities. About
55% of the black South African population was classified as
urban in 1985. Ry 2010, this percentage will rise to almost
70%, or about 33 million people. Of these, it is expected
that more than 2/3 will reside in the metropolitan areas noted
above.

The economic and social inequalities which characterize South
Africa are well known but bear repeating as they impact
heavily upon every facet of urban life. In 1988, more than
60% of income accrued to the top 20% of the population, while
only 31% accrued to ‘the black majority. Official unemployment
estimates for the black populatvion in 1990 exceeded 50%. This
situation will not improve unless the economy grows at annual
rates in excess of 5% per annum, an unlikely prospect, as
about 400,000 new, mainly black job seekers enter the market
each year over the next decade.

The character of South African urban life, reinforced by
apartheid legislation until 1991, fully reflects these
inequalities. Central business districts and white
residential areas have services and a quality of life equal to
or exceeding any developed country. In the black townships
and squatter settlements, on the other hand, services are

either overwhelmed by high population densities and inadequate

maintenance, or are entirely absent. More than 7 million
urban South Africans have no alternative but to live in
informal, "shack" housing, implying a housing backlog of at
least 1 million units. 1In the PWV alone, about 850,000
informal, largely unserviced housing units constitute nearly
40% of the existing housing stock. The spatial segregation of
black residential aresas imposes significant burdens on
commuters to central business district workplaces, with moure
than 10% of household expenditures devoted to transport. This
segregation also discourages the location of businesses and
industry in the townships, thereby severely limiting local
economic development.

|3
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The dismantling of aparthei:. structures, including the
rescission of the Group Areas Act in early 1991, opens the
door to the social and economic empowerment of South Africa‘'s
black majority. All South Africans are now entitled to buy,
own and sell land, houses and other fixed assets wherever such
commerce is legally authorized. Racial restrictions on
employment and the conduct of business have also been formally
removed.

Nevertheless, the process of realizing what is now legally
permitted will be extremely difficult, both economically and
socially. In addition to the natural population growth in the
towns themselves, there has been a substantial shift from
rural to urban areas over the past 20 years. Much of this
migration, composed largely of the black majority, has gone to
the major metropolitan areas and some, channeled by the
apartheid restrictions, has gone to the homeland urban areas
bordering the major cities. Many of the areas into which
people have come are sorely lacking in elementary physical
infrastructure. At the same time, this massive population
growth has helped to solidify the segregated spatial patterrns
which the laws mandated. Densification and apartheid resulted
in the following highly skewed patterns of living space per
person in the PWV area in 1989:

Racial Group Floor area M2 per person
White 33.2
Asian 18.2
Colored 12.0
Black (formal housing 8.9
Black (backyard shacks) 4.8
Black (squatter settlements) 4.2

The process of negotiating change for a new, representative,
democratic base for South African society is now underway
through the mechanism of CODESA (Convention for a Democratic
South Africa). The March "yes" vote in the all-white
referendum has given additional impetus to this process. The
South African Government (SAG) has generally acknowledged its
obligation to "level the playing field" for all South Africans
by redressing past inequities and "distortions” in a variety
of ways, and extraparliamentary groups are transforming their
structures and functions in order to play a formative role in
the emergence of a "new” South Africa. Formal, interim
acrangements for a new government may be in place before the
end of 1992.
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The dominant force in South Africa today is change, and
nowhere is this more apparent thaa in the country's major
urban areas. The commitment to and desired direction of this
change varies, of course. The SAG and some of its allies are
seeking a highly decentralized government structure which will
allow broad local decision makirg powers. Anti-apartheid
groups are working out their own positions. Elements of the
white business comrmnity are attempting to put together
strategies which will both protect their businesses and
satisfy a new representative government which will undcubtedly
emphasize redistribution of wealth through as yet undetermined
means. Approaches to the future vary widely throughout the
country, reflecting the regional diversity of cultures and
traditions.

Within this milieu of socio-political transformation, however,
the basic facts remain: a) the majority of the country's
people live in its cities; and, b) most of these people are
poor and black. These facts are well appreciated by the US
government. Both the executive and legislative branches have
mandated provision, through USAID, of a housing and urban
development assistance program which promotes real economic
empowerment of black Sou’:h Africans within an environment in
transition. This PP sets forth such a program.

1.2 Development Priorities

The anti-apartheid organizations which have led the struggle
in South Africa are in a process of transformation. A
critical ingredient in this transformation is the development
of the capacity to manage the country's diverse needs and
economy.

As the extraparliamentarians transform themselves, existing
SAG policies and structures are being reexamined and, in some
cases, discarded and in many areas, ignored. Changes are
taking place daily and with increasing speed. As with most
other sectors, there are a multitude of policies and programs
which are vestiges of the apartheid era and are carried out by
existing governmental units, some with substantial state
resources to back them up. In the black communities, there is
a wealth of activity as residents attempt to improve their
living conditions as best they can. Nevertheless, there does
not now exist a distinct set of sectoral policies related to
housing and urban development. What does exist is a society
in flux, characterized by a surprising degree of openness to
new ideas and experiences, and the emergence of a number of
fgra where future policies are being strenuously debated and
shaped.

Y]
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While there is no sectoral policy framework as such, it is
possible to summarize relevant development priorities now
emerging from these debates and from the various fora.

1.2,.1 Community Participation in Development

Clearly, the overriding principle espoused by all
reprewcntative groups is that the development process in South
Africa must become truly participatory. In prantice, this
means that planning must be decentralized and implementation
must involve beneficiary communities to the maximum extent
feasible. This type of participation can be cumbersome and
may be difficult to sustain on a national level.
Nevertheless, assistance programs directed toward urban
communities in South Africa must be fully cognizant of the
need for close and continuing community consultation and
participation.

1.2.2 Regionally Relevant Development

In addition, and as a corollary to the above, there are
distinct and important regional differences in the nature of
and approaches tc problems of urban life throughout the
country. Thus, while all assistance programs must seek to
promote more equitable development, the means by which
assistance is delivered must take into account regional
variations in aspirations and priorities.

1.2.3 "Jumpstarting” the Economy

The country's real GDP growth rate has been declining for
several years and actually became negative, at -0.9%, in

1990. The idea of "jumpstarting” the economy has been widely
discussed in South Africa. 1Increased foreign investment and
major new investments in low cost housing production are the
two most commonly mentioned means to accomplish this end. It
does not appear likely that foreign investment in South Africa
will increase sharply in the immediate future, especially if
political instability and widespread violence continue.

1.2.4 The "One City" Ideal

Much is being said and written in South Africa about the need
to "re-integrate” urban life. This is something of a misnomer
as racial segregation has always been a fact of urban life in
the country. However, it is Jlear that a high priority must
be placed upon assisting the development of cities in which
low income citizens have the option of choosing to live in a
variety of places which are affordabla and attractive
according to individual desires, and do not depend upon edicts
of the state. A critical component of this freedom to choose
must be access to affordable urban land as a matter of both
policy and practice. '

/6
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The one city ideal, as it is being currently negotiated in
various fora, means that there will be a single resource base
for entire areas, previously separated by race. This will
mean a shared resource base and a more egquitable delivery of
services in the area.

1.2.5 Leveling the Playing Field

All major parties, including the Government, agree in ~ —_
principle that redistribution of resources is necessary to

create equal opportunities for all South Africans. The means

by which this "leveling” is accomplished and the extent of

redistribution to be effected are still very much the subject

of negotiations. There appears to be agreement that all

citizens must have equal access to the same governmental and _—
economic processes, but there remains considerable debate on

how improvements in the curxrent living conditions can be made

and financed. However this is resolved, it appears that, for

the foreseeable future, subsidies to support low cost housing

and appropriate urban development will be a part of any new

government's policies. It will be important that such

subsidies, inevitable as they may be, do the least possible

damage to the overall economy.

1.2.6 Building the Capacity of Disadvantaged South
Africans o

The final major theme which is clearly enunciated by all
extraparliamentary groups is the need to build the technical
and administrative capacity of disadvantaged South Africans as
part and parcel of the development process. There is in the
country today a strong desire for information of all types,
especially with regard to development models which have
succeeded and failed in other parts of the world. Information
exchange must be supplemented by training and technical
assistance in order tc develop the capacity of the
disadvantaged majority to plan and manage the country's
affairs.

1.3 USAID/South Africa Development Strategy

The A.I.D. program is South Africa is rooted in the
Comprehensive Anti-Apartheid Act (CAAA) of 1986 and was
initiated to hasten the demise of apartheid and help prepare
black South Africans for a leadership role in a democratic,
nonracial, post-apartheid South Africa. As the process of
negotiations and political change continues, there is an
increased emphasis on dealing with the damaging legacies of

/7]
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apartheid in areas such as education, and housing ax#d urban
development. This emphasis was reinforced in President Bush's
speech in July 1991 which lifted sanctions, doubled aid to
South Africa, and specifically identified housing as a
critical area for future USAID involvement in the country.

USAID's program is itself organized to work in three major
sectors: 1) political empowerment through promotion of human
rights and a civil society; 2) social empowerment through
human resource development; and, 3) economic empowerment
through private sec\2r mobilization. There is some overlap
between sectors, with activities in one sector often
reinforcing and supporting those in another.

The housing program described in this PP represents an
important element in USAID's broader private sector
mobilization initiative. It is clear that sustainable and
equitable urban development is vital to the economic viability
of South Africa. In addition, considerable opportunities
exist for private black contractors and construction
businesses to benefit from the rapid and pervasive process of
urbanization which typifies South Africa. Finally, assistance
in the housing and urban development sector promotes
opportunities for the majority population to accumulate equity
and gain a greater stake in the South African economy.

There are alsc important links between the SUDS program and
other activities in the USAID portfolio. For example, in the
area of human rights and civil society, USAID already directly
supports organizations such as civics* which play an important
role in community development, including housing. Activities
aimed at strengthening local government effectiveness in a new
South Africa have been and will continue to be important
elements of the portfolio, with obvious implications for
housing and urban development. The training initiatives
envisaged under the SUDS program will also directly support
USAID's broader human resource development goals.

1.4 Related Donor Assistance

As meaningful reforms have been undertaken by the SAG just
during the last 26 months and the Group Areas Act was only
repealed in April 1991, international donors are still in the

® C(Civics are loosely affiliated community organizations
originally set up to oppose apartheid and provide a voice for
local concerns of black South Africans.
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process of gathering information and developing their
assistance programs in the shelter and urban sector. A
summary of ongoing and potential activities follows.

The World Bank has indicated that it will only begin lending
operations when "political consensus” has been reached inside
the country. In the meantime, the Bank has already had two
urban sector missioas and serious preparations are underway to
establish a resident Bank office. It is expected in the
medium term that the Bank will become a substantial lender in
the urban sector, with an emphasis on capital projects.

The Netherlands Government has given R25,000 to the Civic
Association of Southern Transvaal (CAST) for the development
of civic activities. Dutch municipalities are contemplating
assistance in urban management training.

The Canadians are sending a mission to South Africa (SA) to
investigate the sector, particularly with regard

to urban managemcnt. The Swedish International Development
Agency is also looking at training in urban management and
local governance.

The British Overseas Development Agency (ODA) is funding
training through local technical assistance groups such as the
Built Environment Support Group (BESG) in Natal. ODA gave a
R2 million grant to a private sector housing guarantee fund in
1989 and has indicat=d a willingness to contribute to NGOs
cffering home improvement loans.

The European Commission (EC) is considering making R25 million
(approximately $9 million) available in the future for
training in urban management.

Tae Kagiso Trust, established by the European Community, has
in the past provided extensive funding for local technical
assistance groups such as PlanAct, but due to reorganization
of Kagiso Trust's priorities, this funding is dwindling.

Within SA, private companies and foundations are makiag small
contributions to the shelter and urban sector, including the
provision of office space to civic organizations and
sponsorship of small training courses. Private sector support
for the redevelopment of District Six in Cape Town is being
led by British Petroleum SA. American companies in SA have
been reduced considerably in number during the last decade of
disinvestment and sanctions. At present 55 are signatories to
the Sullivan Code of Conduct which requires them to support
community development initiatives as well as maintain
affirmative action staff policies. The most notable
intervention has been the funding of a commercial high school
in Soweto through the American Chamber of Commerce. During
1990, U.S. companies spent R84 million on various community
projects. A group of U.S. companies in the Tohannesburg
region in considering funding a group lending scheme for home
improvements.
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2. Sectoral Constraints and Oprortunjties

2.1 The Existing Housing and Urban Development System

Historically, there have only been two suppliers of low cost
housing in South Africa: government (including iocal
authorities) and the informal sector. Mile after mile of
small houses in Soweto and other black townships attest to the
efforts by the SAG to bolster the agartheid system through the
provision of segregated housing. The legacy of government
sponsored programs remains (and in many ways parallels the
experience in Eastern Europe and Russia), along with an
attitude on the part cof some that a new government, to right
the wrongs that nave been visited upon the black population,
must step in and directly provide betier housing.

The apparatus through which the SAG provided housing for
blacks was extremely convoluted, involving a multiplicity of
central, regional and local government authorities. That
system has now virtually collapsed, and little if any
government sponsored formal low cost housing is being produced
anywhere in the country.

The informal sector, however, continues to prcduce housing as
evidenced by the rapidly growing "shack” towns which encircle
most of South Africa‘’s major metropolitan areas. But these
unauthorized residential areas are largely without services
and entirely without title to land, thereby severely reducing
the quality of life of township residents and precluding the
acquisition of equity over time. Gn a nd>re positive note,
many NGOs are now turning their attention increasingly to
issues of low cost housing and urban development. A number of
technical service organizations (TSOs) provide assistance to
blatk communities in negotiating with government authorities
and designing improvement projects. Unfoztunately, available
human resources are wholly inadequate to meet the burgeoning
demand for this type of assistance.

The history of local government also was fundamentally shaped
by apartheid. White and black local authorities (WLAs and
BLAsS) have, in theory, the same responsibilities. 1In fact,
however, most WLA have ample resources and full support from
their electorate. As a consequence, WLAS provide some of the
best and most economical services, including water and
electricity, in the world. BLAs, on the other hand, enjoy
wirtually no support from the black population in many areas,
have a very limited resource base, and in many areas are in
virtual collapse.
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As a result of the negotiations now taking place, expectations
among the majority are high that the kinds of services being
provided to the white population will become commonplace in
the townships. The largest WLA have substantial financial
reserves and, in line with the one city goal, systems for
extending the services now provided in white areas and for
extending the good management practices will need to be worked
out, if this is in fact to happen.

While the 0ld system for producing black housing has, as
stated above, virtually collapsed, there have been some
responses to the sweeping socio-political transformation now
underwsy. The SAG has attempted, to reform some of its
policies and to prnvide some resources for the improvement of
urban living conditions for black South Africans, but these
efforts have lacked a clear sense of direction. While the
Group Areas Act has been rescinded and the non-representative
black local authorities which controlled townships have
generally been discredited or, in some cases, disbanded, a
plethora of government agencies including Regional Services
Councils (RSCs), Provincial Authorities, several ministries,
and several parastatals, continue to have responsibilities and
budgetary support for infrastructure improvements and housing
in townships and squatter settlements. The future of these
institutions under a new representative government is unclear,
but it is likely that they will continue to function for at
least the immediate future.

One of the more significant, and controversial, SAG
initiatives is the Independent Development Trust (IDT) which
was established in 1990 with an initial capital contribution
from government of R2 billion. 1In the area of housing, IDT is
tasked to support infrastructure improvements in disadvantaged
communities, to lend for enterprise development and other
purposes, .and to provide grants for construction of community
educational facilities. The Trust's most significant
undertaking is a R750 million capital subsidy program for the
servicing of 100,000 existing and new homelots in
disadvantaged communities around the country. This program
may be expanded this year.

At the policy level, the SAG attempted in 1991 to define new
directions through the De Loor Commission. Unfortunately,
this commission was established without adequate consultation
with and representation from the extraparliamentary groups,
and its white paper, when it is finally ready, may simply
serve as a background document.

Much more important is that extraparliamentary groups have
themselves been meeting over the last year to discuss the
establishment of fora for housing and urban development policy
formulation and local government. By mid-1992, it is expected
that these fora will be able to begin %0 provide inputs to an
interim government, when that is established, as well as to
provide overall guidance to its constituent members on the
important policy issues of the day.
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There has also been significant recent activity in terms of
new arrangements for local governance. Following the collapse
of the black local authority structures, CBOs in existing
townships are negotiating with white local authorities to
achieve unified urban areas which would be characterized by
the pooling of financial resources and common provision of
services. The Metropolitan Chamber in Johannesburg, the
Accord reached between Alexandra and the white local authority
in Sandton, and the Progressive Development Forum in Cape Town
are examples of the processes through which the “one city”
ideal, referred to earlier, is being pursued. The recent
events in Randburg, a suburb of Johannesburg, concerning the
settlement of squatters, shows that the process will need to
be well planned.

With regard to the formal private sector, South Africa has a
comparatively well developed housing delivery and finance
system. The country possesses a relative wealth of technical
and financial resources, and there is no apparent shortage of
construction capacity, building materials, or developable
land. However, the South African formal housing delivery
system has always catered almost exclusively to the upper
income, largely white, population and is managed by
conservative, white businessmen. Thus, there is not a need,
as is common in most developing countries, to create major
structural components of a housing delivery system. Rather,
the existing system requires adaptation and encouragement to
serve the needs of the low income market.

The economy of South Africa is built upon a strong and
diversified base, although it has been weakened by sanctions
in recent years and by the strains imposed upon it by
apartheid itself. The constraints which impede fuller
participation by urban blacks in the countzry's economy are no
longer primarily legislative in nature. The same is true with
respect to housing. The primary constraint in this area is
building up the capacity of black South Africans to exploit
?ew opportunities which have hitherto been denied to them by
aw.

To summarize, the policy and institutional environment
relative to housing and urban development in South Africa is
in a state of flux. The SAG's direction is unclear, but
certainly of major importance in terms of funding in the near
term. The recent white referendum gives hope that the process
will be smoother than had been feared. Black communities are
nevertheless understandably anxious about the future and are
extremely willing to organize themselves to begin improving
their living conditions. However, substantial assistance is
required to support this process. NGOs are very active in a
number of areas, but this activity is almost entirely
uncoordinated and the NGOs clearly suffer from a lack of
capacity. The tormal housing system is well developed but
caters almost exclusively for whites and therefore needs to be
adapted to the coming reality of a majority ruled South
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Africa. And, finally, the extraparliamentary groups are
beginning to address key policy and program issues but have
extremely limited technical and financial resources with which
to do so.

2.2 community Involvement

Section 1.2 highlights the emerging development priorities
that are interwoven in the approaches of the parties and
groups that are now negotiating the future of the country.
Three of the six themes directly concern the importance of
community involvement in the decision making process. This
should not be surprising, given the top down, white directed
development that has taken place in the past. The importance
of this factor cannot be over-emphasized. Without the
involvement of the black communities themselves, there cannot
be a successful shelter program in South Africa.

The involvement of communities in South Africa means the
invelvement of community based organizations (CBOs). The rise
of CBOs, and particularly civics, over the past 15 years,
their structures and their weaknesses, are discussed in
several annexes L0 this Paper. A major contributing factor in
the rise of civics and CEQs has been the absence of effective
local governments over the past 10 years, as communities
refused to rely on non-representative black local authorities
and as a consequence were forced to rely increasingly upon
themselves. As a result of this movement, different
communities will have different structures to handle urban
development and housing issues. Some will have committees
that are part of the local civics. Others will be independent
organizations that may repcrt to the civic in a loose
consultative hierarchy. Others may be church related or have
sprung from church origins. Yet others may be organizations
of artisans or small building contractors. The definition is
inclusive and wide. As part of this community level
structure, there may be NGOs and technical service
organizations, which provide support to CBOs in various ways.
Increasingly, communities will also have community development
trusts (CDTs), which are separate legal entities likely to
become significant channels for funds from outside agencies,
and which have broad technical as well as community
representation.

Without the participation of CBOs, a successful shelter
program, i.e. a program which provides improved shelter and at
the same time promotes the economic, social, and political
empowerment of the black majority, will not succeed.
Nevertheless, CBOs, rising as they have under politically
charged circumstances, have been much more successful in
opposing government programs than in mounting their own. The
self-acknowledged fact is that they possess a minimum of
knowledge and skills in urban management and housing matters.
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Thus, if a program is to succeed and to continue to have CBO
participation, efforts need to be made to strengthen the CBOs
involved. To accomplish this, a combination of appropriate
training, funds for establishment costs, technical assistance
to enable communities to correctly analyze and assess
alternative shelter proposals, legal assistance at both the
community and individual levels, and support for local
enterprises will be required.

2.3 FEinance

Mobilizing the finance to redress the enormous deficit in
housing and to improve the quality of existing shelter will
preoccupy South Africa for many years to come. The choices
which are to be made over the next few years of how to do this
will be crucial on the macroeconomic level. Equally, they
will determine whether there is to be an effective and
significant improvement in the delivery and ownership of low
cost housing.

The World Bank, during its May 1991 mission, described three
broad directions that might be taken in addressing housing
needs. Indeed, these are based on experience in many
countries.

The first would be massive government intervention and funding
to overcome the shortfails, involving substantial government
subsidies. A very preliminary estimate by the Bank was that
something on th: order of over R6 billion per annum, roughly
double what is now being invested in housing for all economic
levels, would be needed for the forseeable future. Two
factors militate against this kind of intervention, although
it is favored by some in South Africa as a matter of
“reparations” policy. First, it seems very unlikely, given
the massive demands for education and other needs, that this
level of funding could be mobilized and sustained by the
government. Second, experience elsewhere in the world has
demonstrated that gorernment programs do not work very well.
Both the WB and A.I.D. strongly oppose this kind of
intervention.

The second major 4direction that might be take:.’is an enabling
strategy by the government which would rely exclusively on the
efforts of the private sector to mobilize and channel the
required financing to low income beneficiaries. Politically,
this appears to be unacceptable to the extraparliamentary
groups now negotiating with the SAG within the CODESA
framework. In addition, it seems clear that the formal
private sector system is not yet capable of directing massive
amounts of funds to the very needy.

The third alternative is a combination of the first two, i.e.

relying on the efforts of a changing private sector coupled
with the provision of carefully targeted subsidies to enable
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the very poor to reach an acceptable level of shelter. This
appears to be the alternative that most groups are edging
toward and one that is being tried to a certain extent now,
during this interim period.

Turning more specifically to the South African situation, it
was noted earlier that the provision of shelter for blacks in
urban areas had largely been the province of the SAG,
including local authorities, but had now virtually collapsed.
The most significant program to have arisen in its place is
the capital subsidy scheme of the IDT, mentioned earlier.

IDT's capital subsidy program will initially be applied in
more than 75 projects, selected from over 500 proposals.
Basic infrastructure, services and, in a few cases, core
housing will be constructed in black townships and squatter
settlements. This program has stirred considerable
controversy due to a) the opague manner in which IDT selected
beneficiary communities and b) the nature of the subsidy
scheme itself. Capital subsidies of R7500 per improved
homelot will be delivered to developers of approved projects
upon completion of improvements. This arrangement is known as
*end user” finance in South Africa. The main drawback of this
type of scheme is that it requires access to interim or
"bridging* finance to cover construction costs, and bridging
finance provided by commercial banks is only available to
established construction and development firms with adequate
collatceral. Thus, in the absence of alternative bridging
finance sources, disadvantaged communities which have secured
IDT commitments currently have little alternative other than
to employ large white planning and construction firms to
implement their projects. The program thus becomes developer
rather than community driven.

The formal private financial sector has had little involvement
with low cost shelter for blacks. However, there have been
several efforts initiated over the past several years. Normal
mortgage lending reaches only a tiny percentage of black
households, because of income limitations and the reluctance
of the conservative mortgage institutions to expand into this
market because of the perceived risks. In 1989, a mortgage
insurance guaranty scheme was launched by the Urban Foundation
(UF) which has succeeded in mobilizing over Rl billion in
loanable funds. Lending institutions have, however, been
reluctant to make use of the scheme because of the continuing
uncertainty about the future and a strong aversion to taking
any risks. They have used the continuing unrest in black
areas and the threat of mortgage boycotts to refuse loans in
many areas, although the latter has not materialized to any
great extent. Loans to blacks have fallen drastically over
the past year. In any event, the scheme does not enable :
borrowers with incomes below R30,000 per annum, still a small
minority of the black population, to participate.
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A third program of interest is that of small loans made to
groups of people by the Group Credit Company (GCC) for
improvements to their houses. This p~ogram, which lends at
market interest rates for periods of up to 3 years, has proved
very successful. As the program operates at market rates, GCC
is able to tap the commercial markets for its funds, although
only on a limited basis thus far.

In addition to the IDT's capital subsidy scheme, formal
financial institution lending (with or without insurance
guaranty elements) and the GCC program, there have been
efforts by private companies, in conjunction with communities,
to initiate housing schemes in various forms. Some of these
are of interest because they may provide an opportunity, in an
innovative way, to modify the segregated pattern of housing
which was reinforced under the apartheid laws.

Given existing housing finance alternatives and the structure
of the financial system, the current debate now going on
within South Africa on the choices to be made, the likelihood
that new systems will take some time to put in place, and the
limited funds which A.I.D. has to effect the situation
immediately and influence policies for the future, it seems
clear that for there to be a successful shelter program,
support should be provided along the following lines:

o Promotion of efforts to enable the formal sector
financial system to mobilize and deliver increased
long term funding for low cost housing.

o Support for efforts to mobilize short term funds for
lending to improve existing shelter.

o Support for efforts to mobilize funds for innovative
private schemes to end the racially segregated pattern
of development in South Africa.

o Support for efforts to find alternative mechanisms of
bridging finance to assist communities, groups, and
individuals to begin the process of shelter
development in ways which are most beneficial to the
black population.

2.4 Policy and Institutional Framework

Previous sections have indicated that policies and
institutions in the shelter sector, as in other sectors, are
in a state of flux. Dramatic changes will come over the next
few years in the structure of government, in the shelter
policies being pursued, and perhaps, most importantly, in the
peocple in charge of the process, both within and without
government.

A éritical link in the process of economic empowerment of
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black South Africans is the establishment of a policy and
institutional environment which will encourage this process.
The transition to majority rule in South Africa present: a
unique opportunity in this regard.

Multiparty negotiating fora addressing critical policy issues
are now emerging throughout South Africa. An extra-
Parliamentary national housing forum including representatives
of major political parties and key private sector institutions
began its organizational process last September and is
expected to be established and operational by June of this
year. This national forum has experienced predictable
start-up problems related to representation (particularly with
regard to the Nationalist Party and SAG), but has persevered
in its efforts. Its first task will be the production of a
draft national housing policy. Similar efforts are underway,
although not as well advinced, with regard to future local
government. strucktures and civics/CBOs. Equally important are
the emerging regional and metropolitan fora notably in Cape
Town, the PWV, and Natal.

There are three areas which are particularly important in this
process.

First, a major constraint in this process of formulating new
policies, as well as in generally iaforming the wider audience
of participants in the urban and shelter development process,
is a lack of knowledge about what is going on in the outside
world and a lack of basic information, surprising as it may
seem, on what is happening in South Africa. Information and
discussion in such areas as urban land inventories and
classifications, alternative local governinent forms, urban
planning approaches, public and local government finance, the
role of the private sector in shelter and service provision,
infrastructure and service standards, urban redevelopment and
integration, transport, land management and delivery systems,
and urban environmental management, among others, are vitally
needed. Emphasis upon documenting and exploring both failures
and successes in these areas is especially needed with
examples being drawn from developed and developing countries.

The sncond key area of support required for shelter and urban
management policy formulation and institutional development is
training. Given the years of neglect by the SAG and the
inability by most black South Africans to have any access to
educational opportunities, it is not surprising that the need
for training is pervasive. A combination of preservice
academic training, overseas short term training and
observational tours, and in-service training for individuals
engaged in the urban development process and, as US
legislation allows, local government officials and other
relevant bureaucrats and technicians, is needed if the support
for the various shelter and urban development fora and policy
formulation is to be institutionalized for the lorger term.
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Finally, a major constraint identified by the
extraparliamentary participants in these fora is their lack of
resources, both financial and human, to undertake the required
tasks.

3. The Program

3.1 Program Goal and Purpose

The program goal and purpose are to promote the economic
empowerment of disadvantaged South Africans through support
for the improvement, increased production, and greater
ownership of affordable shelter within viable urban
environments.

Progress toward this goal will be achieved by: a)
strengthening black community based crganizations; b)
assisting communities with the design and provision of
appropriate housing and infrastructure; c) increasing the
amount of bridging and short and long term finance available
for infrastructure development and low cost housing
initiatives; and, d) encouraging the establishment of
institutions and the delineation of a policy framework which
will facilitate the emergence of equitable, integrated urban
life in South Africa.

3.2 Program Description

The Shelter and Urban Development Support Program is designed
to build upon a number of initiatives that are currently
underway in South Africa in response to conditions within the
country. In so doing, the program is intended to provide
support, during this crucial interim period of South Africa's
political transition between an apartheid regime to a
democratically government, for policy development and programs
which have the potential to form the basis for a sound shelter
delivery system in the near future.

This approach explicitly recognizes that, unlike many other
countries in Africa, most of the major structural components
required for efficient and equitable shelter delivery and
urban management systems are already in place in South
Africa. USAID's 1991 shelter strategy identified several key
factors which will guide this program:

a. The program will be responsive to the rapid changes
taking place in the sector and, indeed, in the entire
country. This implies a limited time horizon for this
initial effort and an ongoing process of evaluation
upon which to base future efforts.

b. The program will have immediate impact in
supporting the CBOs, NGOs and negotiating fora which
are striving, with extremely limited resources, to
concretely address the enormous pent up demand for
real improvements.
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c. The program will build upon these near term
activities as a framework of support for policy and
institutional development aimed at creating the basis
for sustainable, equitable systems over the next 24 to
36 months. As an umbrella program, it will also have
the flexibility, subject to U.S. legislative
requirements, to work with an interim or new
government during the LOP. )
d. Finally, the program will capitalize upon USAID's
unique position among donors in terms of sectoral
expertise and available resources to ensure that the
evolutionary process now underway in SA is well
informed and clearly focused upon the empowerment of
the low income black urban majority population.

The program outlined in this PP, therefore, will be largely
implemented over the period FY 93-95 and will focus upon
training, technical assistance, and leveraging finance within
a supportive policy =nvironment in order to reach the stated
goal. The major program components are summarized in the
Program Linkages Chart on the following page. This chart
demonstrates the interrelationship of key program components
which will, during the LOP, provide the substantive basis from
which a sustainable system to deliver low cost housing can be
developed. The chart is intended to clarify the necessity of
providing interlinked assistance in the areas of community
capacity kuilding, appropriate design, short and long term
finance, and policy development in order to realistically
expect to arrive at sustainable systems.

Key to an understanding of the program is the concept that
USAID will be working at two levels in virtually each
component of the program. The first level will be that of
providing gpecific assistance to gpecific communities to
enable them to improve their shelter within a relatively short
period of time. As mentioned earlier, there are already a
number of communities which have received an assurance of
funding for specific shelter activities from various
institutions in the country. These communities will be
surveyed and those that are deemed.most capable of receiving
USAID assistance will be targetted. The second level will be
that of providing general assistance which will lay the basis
for a general improvement of shelter conditions in the country
over a longer time frame. Thus, in the various grants to be
made under the program and in the technical assistance to be
provided, this dual vision will be at work.

It is also important to understand that the program, while
having broad objectives, will concentrate its resources in
relatively few urban areas. These areas will benefit from
each of the program components in an integrated fashion,
thereby generating synergy and serving as examples of what
will be possible to achieve in a short period of time.
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The success of this assistance will depend in large part on
the seiection of the communities. This selection will be made
by USAID according to criteria such as regional distribution,
demonstrated commitment within the communities, the potential
for broader economic development, leveraging of other
resources for development, and support for innovative
solutions. During the crucial start-up period of the program,
USAID will begin this process.

In order to insure that the entire design and implementation
process stays closely in touch with the realities of a rapidly
changing situation, USAID will establish a number of regional,
and one national, advisory committees with broad ranging local
membership to work closely with it during the project.

Finally, USAID will insisc, as part of its capacity building
objective that white-led organizations to whom grants are made
have an agreed plan for promoting blacks to management
positions within the organization.

3.2.1 CBO Capacity Building

In South Africa's black townships and squatter settlements,
the reality today is that communities must be extremely
self-reliant. As indicated earlier, local governments
installed under apartheid have been disbanded or thoroughly
discredited. As a result, leaders of local civics and other
CBOs find themselves thrust into .'~mplex negotiations with
white authorities concerning interim arrangements for
provision of basic services, financing of infrastructure
improvements, and the shaping of future local governments.
These same CBOs also find themselves in the position of
attempting to improve the shelter conditions of their
communities, with pressure from external and internal sources
for immediate action programs.

Unfortunately, CBOs currently operate with a minimum of
knowledge and skills, not only in the complex areas referred
to but also with regard to the basics of office organization
and practice. Civic leaders around the country have expressed
the urgent need for training, technical, and financial
assistance in order that black communities may confidently and
fully participate in their own development. This particular
component will address these needs through three
sub-components.

a. Strengthening of CBO Development Management Capacity

The skills and capacity of CBOs to manage local development
will be improved through a combination of direct training,
advisory services, and impact grants. In coordination with
other elements of USAID's existing program, and pursuant to
the dual level concept referred to above, training will be
targeted to communities which have secured commitments for end
use or long term finance as well as being provided at a more
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general level. This targeting will ensure that acquired
skills are usefully employed in the near term, while the more
generalized support for organizations involved in the actual
training will insure that the basis is established for a
nationwide program,

A comprehensive training program for CBOs, in order to be
successful in today's supercharged political atmosphere, will
be required to be sensitive to a number of issues. These
include:

Community empowerment: Because of the history of the
struggle for liberation, it is extremely important
that all training initiatives be thoroughly explained
to all parties and that consensus be reached on the
content, methods, and reasons for undertaking the
program. The process by which this is accomplished
will be as important as the content;

Political non-partisanship: For many of the same
reasons, it is important to be inclusive and
non-partisan, and to insure that the program not be
typed as supporting any one particular political party.

Working through existing organizations: In order to
overcome the suspicions and divisions that do exist,
it will be important to avoid simply bringing in
outsiders. Rather, the program should attempt,
wherever possible, to work through organizations that
have already established good reputations within the
communities. This may well be complicated and
sometimes cumbersome, since there are distinct
regional differences, but it is necessary.

Affirmative action for women: While women have
participated strongly in the liberation movement, they
remain woefully under~represented in leadership
positions

in CBOs. Special efforts will need to be made to
insure that training benefits accrue to women.

Training of trainers: Finally, because of the great
need for training for so many CBOs, the program must
insure that a process of training of trainers is built
into it in order that there is a multiplier effect.

Broadly speaking, there are three kinds of training which it
is expected CBOs will receive. These are: (1) basic office
administration and communications, including personnel
management and bookkeeping; (2) negotiation and conflict
mediation, researching community problems, the use of outside
consultants, and an overview of basic issues in shelter and
local administration; and (3) shelter and urban project
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management issues, including managing the shelter development
process at the local level. USAID's targeted community groups
will receive training each year along with training aimed at
the wider CBO audience.

To supplement the strengthening of community management
capacity, the program will also support the complementary
training of a cadre of professional community development
advisors (CDAs). The role of the CDAs is critical in _
providing black communities with impartial advice throughout
the complex project identification, planning, and
implementation process. At present, CDAs employed by several
NGOs are providing invaluable advice to a necessarily limited
number of communities; probably no more than 20-25 individuals
in the entire country are qualified to play this crucial
intermediary role at this time. This program will support a
mentoring initiative through which additional CDAs will be
provided with the equivalent of an apprenticeship bursary for
a period of approximately one year.

Training will be delivered through a variety of mechanisms.
The primary contracting vehicle for USAID will be an agreement
with an American organization, described more fully in section
3.2.2.a below, which will provide for the sub-contracting with
one or more South African organizations for the bulk of the
training. It will be essential that the firm with which USAID
will contract to provide training are sensitive to the
requirements mentioned earlier under section 3.2.1.a with
emphasis on community consultation. USAID will pay close
attention to this in the selection process for the firm,
through the program advisory committee process, and will also
endeavor to have already selected several communities through
a bottoms-up consultation process before the first team
members arrive. Sufficient latitude and funds will be
provided to permit the communities and organizations involved
to engage in workshops, research, and information exchange
within South Africa to facilitate the learning process.
Careful attention will also be paid to ensuring that there is
close coordination among the various USAID portfolios which
already are working with CBOs to avoid duplication of

efforts. The initial budget level for this sub-component is
$1.8 million.

b. Impact Grants

Many communities are organizing their local development
projects despite an almost totsl lack of basic resources such
as typewriters, telephones, community buildings, funding for
operational costs, etc. This program will provide, where
necessary and appropriate, strategic grants in targeted
communities to alleviate these fundamental constraints.
Emphasis will largely be upon those communities that are an
integral part of the program's shelter initiatives.
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The small grants will be prepared as part of the overall
efforts in particular communities. Once a community has been
accepted into the program, the technical assistance team
(detailed under the next component) will assist the community
in preparing a request for assistance to USAID which, if it
agrees, will make the grant to an appropriate community
trust. The initial budget level of this sub-component is
$1.1 million.

c. Community Legal Services and Home Ownership‘
Education

The process of negotiation of issues involving land and credit
requires sustained legal advice, especially in South Africa,
at both the community and the individual level. At the
community level, assistance for particular communities will be
provided through the services of the technical assistance team
and through an expansion of existing legal service
organizations such as the LRC (Legal Resources Center) and the
HAC (Housing Advice Center). At the individual level, because
home and/or lot ownership will be an entirely new experience
for the great majority of black South Africans, this program
will support provision of advisory services, particularly in
targetted communities, focusing upon documentary requirements,
legal agreements, the obligations of developers, principles of
debt management and equity formation, and accreditation of
potential service providers. Delivery of these advisory
services will be accomplished largely by expanding the
infrastructure, staff and staff skills of existing legal
advice NGOs which are supported by USAID. This will be done
by direct USAID grants to the organizations involved. The
initial budget level of this sub-component is $380,000.

3.2.2 Project Design and Construction Assistance

One of the legacies of apartheid and sanctions is the very
limited direct experience within South Africa of the
alternative means by which infrastructure and services in
slums and informal settlements can be most efficiently
improved. At the same time, in order to insure that the
fruits of the program remain as much as possible within the
black communities, and that the communities are able to retain
control of the activities within their jurisdictions, two
related sub-components are planned.

a. Assistance in evaluating and implementing
appropriate community based development

To bridge the experiential gap, this program will provide
resident technical advisors to act as resource persons for
both CBOs and NGOs which are active in community based
improvement projects. These expert multi-disciplinary
advisors will have the broadest possible experience in the
planning, implementation and management of appropriate shelter
and urban infrastructure projects financed across the
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developing world over the last several decades by USAID, the
World Bank, and other agencies. Advisory services will be
targeted, but not limited, to CBOs receiving training in
community planning and management as discussed above. To
supplement this technical support, funding will also be
provided for an exchange program through which South African
community leaders can share experiences with their
counterparts in other developing countries.

The mechanism to provide this resident technical assistance
will be an institutional contract for a period of 3 years,
with the RFP expected to be issued shortly after the approval
of this PP. This contract will be used not only to provide
technical advice on shelter problems for specific projects,
but also to serve as a vehicle to coordinate inputs of
training, legal, and construction management assistance to the
specified communities and in general to review and package
proposals from the various communities for assistance. A
regional approach will be adopted with offices located in a
number of the major metropolitan areas in order to be able to
provide daily assistance and to be able to be fully sensitive
to regional differences. Because of the political or
ideological drawbacks that many of the local TSOs and other
groups have, however, the regional advisors will operate, at
least initially, in free standing offices, unlinked to any
particular organization. In order to insure that there is
strong local feedback built into the process, regional
advisory committees will be established, with a membership
consisting of local leaders and relevant TSOs and NGOs.

The contractor team will consist of the following:

Shelter upgrading and low cost housing experts to be
based in Johannesburg and other metropolitan areas.
The Johannesburg person would also serve as chief of
party.

Training coordinators to work with the training
institutions participating in the program and to
provide training advice and input to communities
directly participating in the program, to be based in
Johannesburg.

CBO/NGO coordinator(s) to work with participating
communities and NGOs to formulate and implement impact
grant proposals and to coordinate NGO inputs for a
wider development agenda.

Appropriate professional and support staff in each of
the regional offices including sufficient resources to
engage specialist legal, construction management, and
other technical advisors as required.
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Every effort will be made to secure a balanced U.S./South
African team with U.S. or SA black professionals in each of
the regional offices. South Africans will only be engaged,
subject to rare exceptions, once the main body of the team is
in-country and has the experience and opportunity to interview
candidates on the ground. The initial budget level of the
institutional contract is expected to be $4.5 million, which
includes $1.4 million for training activities.

b. Development of Black Construction Skills
and Enterprises

In order to maximize economic empowerment resulting from the
community development process, this program will encourage the
growth of black construction and materials supply enterprises
through on the job training and technical assistance. Once
again, assistance will be targeted, but not limited, to
enterprises in those communities which have secured end use
finance commitments and are participating in this program's
planning and management training and appropriate design
assistance components, as described above. A.I.D., through a
RHUDO regional IQC, is already supporting similar efforts in
Swaziland, Botswana and Zimbabwe. In South Africa, emphasis
will be placed upon adapting existing private construction
training efforts to assist enterprises to participate,
initially, in the development of their own areas and,
subsequently, to enter extralocal markets. Again, assistance
will be targeted, but not limited to, program assisted
communities. Assistance will also be provided to encourage
local production of appropriate building materials.

While the situation does vary by region, the system of
construction currently being practiced locks the black
contractor into a subservient role. Numerous constraints,
detailed in Annex H, combine to insure that most larger
contracts are won by white contractors who, subsequently,
sub-contract much of the work to smaller black companies.
There are advantages to both parties to this system, but it
effectively keeps the small contractor small.

In summary, the constraints which face small contractors
include: .

o poor educational qualifications of most artisans
and entrepreneurs.

o lack of managerial skills.

o a regulatory and labor law framework that

discriminates against small contractors with few
capital resources.
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o lack of access to short term construction financing to
enable contractors to post bonds and therefore
undertake larger jobs.

o difficulties in competing with larger f£irms on price
due to higher factor costs of materials and
transportation.

(o} a generally unsettled political situation which has
encouraged the fragmentation of the industry and the
solidarity of the contractors themselves.

The program sub-component proposed to address the problems
observed contains three elements:

The first is to expand the training opportunities of
existing programs, which in many ways are quite suitable
for the South African situation, to target them to
communities which will be participants in the improvement
schemes noted in this PP. This will provide jobs for
disadvantaged local enterprises.

The second will be to find ways to provide bridge
financing to supplement other small credit programs
currently operating, again with an emphasis on targeted
communities.

Finally, consideration will be given to the provision of
assistance to strengthen the various small contractor
associations which have grown up. This kind of support is
may be needed to help create an environment in which small
contractors can grow.

The initial budget level of this sub-component is $2.45
million. A combination of staff inputs, including RHUDO's
regional technical advisor and the training specialists on
USAID's contractor team, will be used to direct resources to the
various organizations which may be involved. 1In addition,
A.I.D.'s regional IQC for construction management assistance
will also be used. Funding will therefore be through a
combination of mechanisms: direct USAID grants; training under
the auspices of the training program which the technical
assistance team will manage; and buy-ins to A.I.D.'s regional
IQC for construction management.

3.2.3 Bridging and Short Term Finance

It is critical that residents of well organized, committed
communities have access to the finance needed to implement local
development projects. In squatter settlements and most
secondary townships the immediate need is basic services and
infrastructure. Therefore, this program will provide support to
leverage bridge financing and to make short term credit
available for residents of black communities.
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a. Bridging the Gap to End Use Finance

As discussed earlier, the inaccessibility of "bridge” financing
for black South Africans is a major constraint upon securing end
use and long term financing from housing finance institutions
(HFIs), the IDT and other formal sector institutions. At
present, construction or bridging finance from South African
commercial banks can be accessed only by firms and organizations
which have established credit histories and adequate .
collateral. While this is hardly an uncommon banking practice,
the consequence for black communities is that they have little
access to this kind of finance. To narrow this significant gap,
the program will provide capital support to NGOs which will use
these funds to leverage local resources from the South African
financial markets and make available bridge financing to
community development trusts and enterprises. This financing
will be directed largely toward infrastructure improvements.
Shelter superstructure improvements will be financed principally
through other mechanisms described below.

There are a number of NGOs which USAID has been in discussions
with concerning financial intermediation. These include the New
South Africa Housing Trust, the National Investment Company,
both of them black owned and operated, the Land Investment Trust
(LIT) and selected regional development trusts. No decisions
have yet been made concerning grantees.

As an example of how this component might function, should
support be provided to LIT, it would likely be in the form of a
capital grant to an LIT debenture trust, a pool of securities
which is used to "gear" (i.e. leverage) borrowings from pension
funds and other investors. The debenture trust is independently
administered by a reputable financial management firm. Under
current conditions, LIT is able to borrow against the debenture
trust at a 3:1 ratio (i.e. 35% security against borrowed
capital). Clearly, therefore, USAID's investment in the trust,
should it happen, will significantly leverage South African
funding sources. Again, LIT's bridge financing would be
targetted, but not limited, to communities receiving the
assistance package to be provided by this program.

Capital support for bridging finance might also be provided to
regional development trusts, such as Jump Start in Durban and
Headstart in Capetown, under this program. These regional
development fora are relatively new creations. In principle,
support for these regional representative bodies will be an
important and effective way of promoting relevant responses to
diverse local development requirements throughout the country.
Headstart, for example, is currently engaged in formulating
innovative ways to begin the integration of lower cost housing
into more expensive areas. Close attention will be paid, in
each of these cases, to the social and political situations of
the intended improvements, in order to be absolutely certain
that there is close community involvement and acceptance of the
proposed programs.
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Funds for these NGOS would be provided through specific grants
which will be negotiated between USAID and the grantees in FY 92
after PP approval and FY 93. The grants will insure that while
the capital contribution is used to generally leverage
additional funds in the South African financial markets, the
organizations will undertake specific support for mutually
agreed communities. Before grants are made, the issues noted in
the financial and economic analysis (Annex D) will be fully
answered for each grantee. 1In addition, provision may_be made
for insuring that small contractors participating in other
assistance aspects of this program will receive special
attention under this component. The initial budget level of
funds allocated for the bridging finance intervention is $9
million.

b. Short Term Home Improvement Finance

Low income black South Africans generally lack access to short
(and long) term finance for the same reasons that bridging
finance is unavailable to black contractors. In addition to low
incomes, South African financial institutions cite lack of
credit histories as a major constraint. And, unlike consumer
credit for household furniture and other recoverable items,
lending for home improvements or construction of new houses was
not possible in most black areas under the apartheid legislative
structure. All of this combined to create a "Catch-22"
situation: without collateral, loans cannot be made; without
loans, credit histories do not exist.

During the latter half of the 1980s, attention was given to the
situation of low income borrowers, lack of credit history and
collateral, and formal sector reluctance to lend. One solution
proposed, beginning on a pilot basis in the Cape Town area, was
to build upon the existence of informal savings clubs in which
members of the group save regularly, with each member receiving
a lump sum payout at a certain time. The concept is similar to
the tontines of West Africa and the Grameen Bank in Pakistan.
Building on this concept, the Urban Foundation established the
Group Credit Company (GCC) in 1988, with initial capitalization
from the Development Bank of Southern Africa (DBSA) of R1l.5
million. Essentially, GCC works as follows:

Borrowers are organized into groups with a geographical or
other affinity basis;

Each group deposits a certain amount of money with GCC as
collateral for the loan that it receives;

The group receives a loan from GCC as a group and as
individuals as well, with the payout of the loan coming
over time as progress is made on the shelter improvements
or construction of a new house. This also gives GCC an
ogportunity to deny further funds if repayments are not
timely.
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Repayments are the responsibility of the group. Terms are
geared toward the market: currently the maximum loan in
R5,000 per individual in a group of 10 for a period of 3
years at market interest rates.

GCC has been remarkably successful, with arre=ars of only 0.15%
on outstanding group loans of R8 million. It is well managed
and conservative in its operations, adopting a step by step
approach as it learns what is possible to do in the communities.

GCC is now seeking to expand its operations in five additional
regional offices. To support this regionalization, GCC has
established a R25 million growth fund; to date about R16 million
has been paid into or pledged to the fund. GCC has requested
USAID assistance, in the form of a grant and, subject to
approval of the PP and negotiation of detailed terms, USAID has
indicated that it would be willing to support this worthwhile
activity. USAID's capital grant to GCC's growth fund would be
specifically for the purpose of enabling GCC to physically
expand its operations to other regions. If this is done, the
grant will succeed in promoting four distinct achievements:

1) increasing the availability of short term finance for home
improvements; 2) increasing the number of black South Africans
who are 3emonstrably creditworthy; 3) training an increased
number of community groups in obtaining and managing credit;
and, 4) increasing the potential for the provision of mortgage
origination and servicing activities at the community level. In
addition, technical assistance described in 3.2.2.a will be made
available to assist borrowers in maximizing the benefits to be
derived from their home improvement loans. Again, lending under
this component will be targeted, but not limited, to communities
receiving assistance under other components of this program.

The initial budget level of this intervention for the grant to
GCC and other organizations will be $9 million. Again, the
issues raised in Annex D concerning each of the grantees will be
thoroughly addressed prior to the making of the grant.

3.2.4 Mobilizing Long Term Finance

Although South Africa possesses the largest housing finance
system on the continent of Africa, black participation in this
system has been severely limited. Not only are incomes low, a
direct result of apartheid, but home ownership itself has been a
goal long denied to the black community by apartheid. With the
abolition of most apartheid legislation in 1991, the stage is
now set, legally, for a move toward greater black ownership. 1In
fact, there has always been a certain amount of such ownership
and lending by the formal financial institutions to blacks.
However, in the current climate of uncertainty, even that small
amount of lending, has dwindled. As South Africa begins to find
solutions to this political uncertainty, it is imperative that
encouragement be given to the private sector to begin to find
ways to imaginatively address the need to bring blacks into the
formal financial system and to restructure the system itself.
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a. Leveraging Finance

During the LOP, significant effort will be devoted to examining
opportunities for leveraging existing South African financial
resouarces to increase the availability of long term finance for
low income black borrowers. Clear targets of opportunity
include the vast financial resources, certainly by African
standards, of South African pension and insurance funds. Some
major pension funds, particularly those of politically_ active
labor unions, are very interested in the possibility of
providing long term mortgage finance both for their member
workers and as an investment. The critical impediment to this
happening is the need for prudent risk management of these funds
to avoid capital loss and to insure that the funds continue to
receive a reasonable return.

Given the rent and mortgage strikes which have been utilized as
a political tool by opponents to apartheid, and which remain
today as a threat, there is a very real issue of risk management
in mortgage finance for black South Africans. SA HFIs have
sought to manage this risk almost exclusively through the
establishment of securitized debentures. Such debentures can be
effective tools but only if they are capitalized with grants or
comparatively low interest, long term loans which do not add
unaffordable margins to mortgage finance. With the prime rate
currently at 18% p.a. in South Africa, it is almost impossible
to creacte long term risk management funds, with acceptable cost
implications for low and middle income borrowers, on the basis
0f local investments.

Another way to manage risk in the current South African
situation is to create sufficient spreads between the cost of
money and the on-lending terms to absorb the short term, higher
than average expected rates of default. As a catalyst to induce
the mobilization of local resources for this type of
development, A.I.D.*s Housing Guaranty Program might provide
precisely the kind of comparatively inexpensive, long term money
necessary to leverage existing pension and other local funds for
on-lending to low income borrowers, without separately
capitalized, unacceptably expensive, risk management funds.
Given the obvious desirability of mobilizing local financial
resources without excessive reliance on limited USAID grant
funds, the utility of HG funding in South Africa will be
explored during the LOP along with other avenues by which risk
management issues can be effectively addressed and formal
finance can be mobilized.

b. Facilitating the Entry of Established Financiers
into the Low Income Market

Real and perceived risk, high cost of money and limited
institutional interest are not the only impediments to increased
lending by established banks and HFIs to low income black South
Africans. Simply put, these very conservative lending
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institutions do not have the experience necessary to
successfully manage large volumes of small loans to borrowers
whose lifestyles differ markedly from the banks’ traditional
clientele.

This program will, therefore, work with relevant organizations
to provide South African HFIs with management models from and
information on successful experiences in mortgage lending to low
income borrowers elsewhere in the developed and developing
worlds. The types of models and information to be provided will
include, among others: 1) community mortgage schemes which have
been successfully implemented in Pakistan and the Philippines
and are being attempted in Kenya; 2) systems for managing large
volumes of small lcans now in use by building societies in
Zimbabwe; 3) community based mortgage origination and servicing
enterprises which play vital roles in numerous countries; 4)
payroll deduction schemes for employee housing; 5) targeting of
informal earners who have demonstrated their creditworthiness
through participation in short term lending programs; and 6)
strategies for establishing branch systems in low income
communities.

This program will work with private HFIs and their associations
in South Africa, through dialogue and exchanges, to find ways
and means of increasing long term financing to the black
community. Funds to support this dialogue will be incorporated
in the institutional contract for urban policy and institutional
development and through IQCs.

3.2.5 Policy and Institutional Development

The final and critical link in the economic empowerment of black
South Africans through increased production and ownership of
homes is the establishment of an enabling policy and
institutional environment. The transition to majority rule in
South Africa presents a unique opportunity in this regard. The
entire state apparatus will be under review during the life of
the project, creating the potential for sweeping policy and
institutional changes which could, if well informed, benefit
greatly from lessons learned around the world in the last 30
years. Support for this critical process will be delivered in
three key areas.

a. Shelter and Urban Management Policy Formulation

It is hardly surprising that the political activists who must
now come Lo grips with the restructuring of South Africa‘'s
government have had very limited exposure to the broad range of
public administration issues which they will face in every
sector. This program will provide major support for information
exchange, advisory services, and new research in critical areas
of shelter and urban management policy formulation and
implementation.

The research agenda will be very much demand driven, with the
list of topics to be mutually agreed. Examples of potential
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areas for investigation have been enumerated earlier. This

effort will be carried out through a combination of US-based
firms and experts and relevant South African organizations.

Initially, this assistance will be primarily targeted to the
multiparty fora discussed above.

b. Strengthening Professional Capacities through
Training

The second key area of support required for shelter and urban
management policy formulation and institutional development is
training. The need for training is pervasive, as evidenced by
the predominance of this activity in USAID's existing
portfolio. Indeed, SUDS and USAID's training projects will
cooperate closely. Throughout the LOP, this program will
support a combination of pre-service academic training, overseas
short term training and observational tours, and in-service
training for local government officials and other relevant
bureaucrats and technicians insofar as U.S. legislation allows.
To the extent possible, training will be undertaken in
conjunction with existing South African institutions and
organizations.

¢. Support for the Policy Formulation Process

Multiparty negotiating fora addressing critical policy issues
are now emerging throughout South Africa. The difficulties
attendant upon this process were discussed in section 3.4
above. The extra-parliamentary National Housing Forum hopes to
produce a first draft housing policy framework by mid-1992.
Similar efforts are underway, although not as well advanced,
with regard tc future local government structures and
civics/CBOs. Equally important are the emerging regional and
metropolitan fora notably in Cape Town, the PWV and Natal.

A major constraint identified by the extra-parliamentary
participants in these fora is their lack of resources, both
financial and@ human. In response, this program will provide a
combination of logistical and, where appropriate, financial
support to rerresentative national and regional development fora
dealing with issues of shelter and urban management. This
assistance will be delivered in an apolitical manner. Emphasis
must be placed on ensuring that the various fora have both the
time and the means to reach considered decisions which do not
replicate the errors orf the past.

d. Implementation

The type of mechanism to be used to provide the assistance
envisaged under this component is an an institutional contract
with an American firm. Competition for this contract shall be
conducted using "full and open" competitive procedures. Design
work for this component will be undertaken beginning in July
1992, The team is expected to consist of the following:
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An urban development specialist with extensive experience
in both the U.S. and the developing world, who will serve
as chief of party. '

Appropriate professional support, including provision for

extensive exchange programs and short term TA, which would
include the bringing of urban experts to South Africa on a
wide range of issues.

The need for a second expert will be assessed at a later
point. Flexibility at this stage is indicated. Potential
fields include housing finance, local economic development
and local government.

From a project design perspective, the implementation c¢f these
components will be influenced by the status of the CAAA and
several other considerations discussed below.

o Status of CAAA: At thc present time, the CAAA prohibits
USAID from working with government structures or institutions
receiving SAG funds. This includes universities and local
authorities. Direct access to university-based specialists for
policy research is therefore constrained; the principal research
partners in the interim will be service organizations and other
NGO's. Likewise, because USAID funds cannot be used €or
training local government staff, this potential activity will be
deferred.

(o] Design of the technical assistance: As with the community
development support components, the primary vehicle for
delivering assistance will be a contracted technical assistance
team. Because of the nature of the required assistance and the
specific characteristics of the South African context, the TA
design will take into account the following, discussed more
extensively in annex C, the technical analysis.

1. The technical assistance team will avoid formal
affiliation with a South African institution, as also
recommended for the community development components.

4. U.S. linkages: Much of the information exchange value
of this component will 3iepend on the selection of
appropriate short term experts to discuss international
and U.S. experiences across a range of urban sector
issues. It will also depend on the close integration of
the subjects of policy discussions in South Africa with
well structured observational tours in the US. Tightly
designed and well targeted arrangements will make the
visits more productive for the expected high level
beneficiaries who are unlikely to be able to afford to
spend long amounts of time away from South Africa.

The initial budget level of this component is $2 million, with
the RFP to be issued before the end of FY 1992.

43



- 43 -

3.3 Program Outputs and Impacts

The general end of project conditions which the Program expects
to achieve have been enumerated in earlier parts of this PP and
are also described in Annex F. More specific outputs which will
lead to these conditions are discussed below.

It is reasonable to project that during the four year life of
the program, more than 30 community based organizations (CBOs),
including up to 1000 individuals, will receive training in the
basic principles of community development management and
training. In addition, at least 50 professional community
development advisors will be trained through the support
provided by this program.

Many of these same communities will also receive technical
assistance in designing appropriate housing and infrastructure
development projects and will, upon receiving commitments for
long term or end use finance from.appropriate South African
crganizations, also receive bridge financing provided through
this program. At least 15-20 of these communities will initiate
upgrading and infrastructure improvement and/or housing projects
during the LOP. Assuming an average project size of 350 units,
construction of 5000-7500 improved plots and/or new low cost
housing units will be initiated during the LOP.

In the process of supporting community development projects,
this program will also encourage the growth of local
construction and building materials supply entrepreneurs; again,
at least 30 enterprises will be assisted during the LOP and the
concomitant creation of more than five hundred jobs would not be
an unrealistic target. Impact grants to targeted communities
will leverage matching funding from local and international
sources to support construction and provisioning of community
centers and logistical requirements of CBOs in at least 20
communities benefitting a total population of at least 100,000.

The quantum of local end use and mortgage finance to be
mobilized during the LOP as a result of this program can only be
generally estimated. Assuming, as above, that 5000-7500 new or
improved units are eventually produced at an average principal
value of $5000/unit, then $25,000,000 to $37,500,000 in long
term and end use finance from existing South African sources
could be mobilized directly for program supported communities.
Program grants for bridge finance and home improvement loans
will revolve on 2 to 5 year cycles and will, therefore, have
continuing impact beyond the LOP.

With regard to support for policy formulation and institutional
development, technical assistance in the design of appropriate
infrastructure and affordable housing will result in a
compendium of guidelines which, if codified by the eventual new
SAG, could have profound national implications. Support for the
operations and research agenda of emerging, multiparty national
and regional fora which are focusing upon housing and urban
development will help to ensure that the policy formulation
process is well informed and potentially responsive to the broad
spectrum of needs evident across South Africa.
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4. Cost Estimate and Financial Plan

4.1 Program Financing Plan

Prior to committing funds for specific program components, USAID
will insure that the funding and other assistance allocated is
sufficient to achieve the purposes of funding within the life of
the project, and that cost estimates for such activities are
reasonably firm and supported by appropriate analysis and
planning. .

Should funds allocated to such activities not be expended during
the life of the project, they will be reapportioned to other
project components.

The Table below sets forth the initial budget levels and
anticipated obligations by fiscal year of the various components
in the Program.

Program Component = Eiscal Year (US$ '000) = Total
92 83 94 95
I. CBO Capacity
Building 6,380
0o TA/Training(*) 2,000 2,700 200 -
o Impact Grants 100 500 500 -
o0 Legal Support 100 280 - -
II. Policy and Inst.
Development 2,000
o TA - 2,000 - -
0 Support Grants(**) - - - -
III. Finance 18,000
o Bridging 5,000 2,000 2,000 -
0 Short Term 2,000 4,000 3,000 -
IV. Construction Mgt.
Assistance 2,450
o TA 100 120 140 160
0 Training - 250 300 380
o Support Grants - 1,000 - -
V. Program Mgt. 1,170
o PSCs 300 300 150
0 Housing Advisory
Committee - 405 40 40
0 Evaluations - - 100 100
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0 Audits - - 50 50
Total 9,600 13,190 6,480 730 30,000

(*) Training: This item will support the $400,000 mentoring
program and general training costs of about $1.4 million.

(**) Support Grants: This item, under Institutional
Development, will be funded from Mission PD&S. -

4.2 Training Cost Plan

Because of the overlap between SUDS training objectives and the
existing Mission projects which cater for training, there was
considerable discussion concerning a cooperative approach during
the course of PP design. Agreement within the Mission was
reached on the sharing of training costs between the SUDS
Program and the Mission®'s on-going education project portfolio.
A detailed breakdown of this arrangement is set forth in

Annex I. The estimated cost of the proposed training program is
about $9 million. Of this, the Mission Education portfolio
would fund about $5.3 million, Mission PD&S would fund about
$900,000, and about $1 million would be funded incrementally.
The balance would be funded under SUDS.

5. Implementation
5.1 USAID Program Mansgement

The program proposed in this PP is, of necessity, broad and
interdependent. Considerable effort within USAID will be
devoted to the start-up of this program and to its management.
Success will depend upon the rapid build-up of relations with
CBOs and existing and emerging organizations involved in shelter
and urban development. It will be extremely important to insure
that these relations, the establishment of the Housing Advisory
Committee, the supervision of contractors, the orchestration of
policy inputs, the grant process, and the control of
expenditures advance in a coherent manner. To manage and direct
the implementation process, and the 2 contractor teams that will
be involved, USAID and the Office of Housing and Urban Programs
have agreed that a housing and urban development unit within,
and reporting to, the Mission will be established. The unit
will contain 2 direct-hire positions, comprising a senior
housing officer and a mid-level housing officer. It will also
include a U.S. PSC and a South African PSC as well as
appropriate support staff. In addition to the South African
program, the unit will also be responsible for housing and urban
development activities elsewhere in Southern Africa. The unit
will be in place and operational by September 1992 and it is
this unit which will provide management of the program and to
which the contractor teams will report; the vision and direction
of the program will come from the USAID Mission, including its
housing and urban development unit. The unit will in turn be an
integral part of USAID and, like all other entities within the
Mission, will interface closely with all other portfolios and
will help to formulate and carry out Mission policies.
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5.2 JImplementation Plan

There are 3 major thrusts in the SUDS Program, which will be
managed by the USAID team described in section 5.1 above. They
are CBO Capacity Building, Expanding Access to Finance, and
Institutional and Policy Development. To assist in the
implementation of the various activities under the three major -
thrusts, it is planned to have two major institutional
contracts. These contracts have been described already in some
detail in Section 3 and in a number of the annexed analyses.
The Mission management. team, in addition to carrying out all
normal project management responsibiiiries, will provide close
and continuous guidance to the tecnhnical assistance teams and
training and policy activities. As part of that process, the
technical assistance teams will be required to formulate
detailed workplans, with Mission assistance, for their
activities which will clearly indicate the relationship and
sequencing of their activities.

Major grants will be made to a number of organizations in
accordance with the guidelines set forth in Section 3 and the
analyses in annex. Grants will be made to training
institutions, financial institutions, policy formulating fora,
legal assistance groups, CBOs, and other organizations in order
to achieve the objectives of the Program. Grants will be made
by USAID, and will be prepared by both USAID and, as already
specified, by the institutional contractors serving in the
Program.

5.3 Procurement

Due to the varied nature of the program's activities, a number
of obligating and implementing arrangements are envisaged. The
chart below is indicative of the range of mechanisms to be
used. A guiding principle for the Program will be to minimize
the number of contracting actions which USAID is required to
perform, transferring these to the extent possible to other
entities. The major technical assistance contract under this
project shall be restricted to "Grey Amendment™ eintities, in
accordance with USAID procurement policies.

Note: CUSSP: Community and Urban Services Support Program
Institutional Contract
UPID: TUrban Policy and Institutional Development
Institutional Contract

Obligaticn and.Implementation

Component - Mechanisms
1. CBO Capacity Building
Technical Advisors CuUssP
Training Coordinators CUSSP
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CBO/NGO Coordinator
Training by NGOs

CUSSP
Procurement under CUSSP

Direct AID Grants

CDA Training
Workshops/Exchanges
Legal/Consumer Assistance
Impact Assistance

Procurement under CUSSP
Procurement under CUSSP
Direct AID Grants
Direct AID Grants

CUSSP Packaging and mgt.

Activity

Poli i Instituti 1 Devel !

Urban Development Advisor

Other Professional Advisor(s)
Assistance to Shelter/Urban Fora
Technical Assistance

Workshops/Exchanges/Support

Einance
Mobilization of Bridging Finance
Mobilization of Short Term Finance

Mobilization of Long Term Finance
Technical Assistance

Workshops/Other Support

Construction Management Assi=tance
Construction Management Training

Bridging Finance Assistance
Workshops/Support/Tech. Asst.

USAID Management

USAID Advisors
Strategy Support/Studies

Evaluations
Audits

Obligation and Implementation

——  Mechanisms =

UPID

UPID

Dizect AID Grants
Procurement under UPID
Procurement under UPID
Direct AID Contracts
Procurement under UPID

Direct AID Grants
Direct AID Grants
Direct AID Grants
Direct AID Contracts’
Procurement under
CUSSP or UPID
Procurement under
CUSSP or UPID

Direct AID Grants
Regional 1QC

RHUDO PSC

Direct AID Grants
Procurement via CUSSP
Regional 1IQC

Direct AID Contracts
Direct AID Grants

Direct AID Contracts
Direct AID Contracts
Direct AID Contracts

T
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5.4 Monitoring, Evaluation and Audit Plan

5.4.1 Monitoring

Monitoring of the expected changes in the shelter situation in
South Africa is an integral part of this Program. Because
progress toward achievement of the Program Goal will be measured
by an increase in numbers of disadvantaged South Africans who
are better sheltered, systems for data gathering will be
established by all management elements participating in the
Program, i.e. USAID, USAID's institutional contractors, and
South African NGOs and other organizations who are beneficiaries
under the Program. All contracts and grants will contain
provisions with this requirement, and USAID itself will
establisn a monitoring function in the implementation unit
responsible for managing the Program. In addition to USAID, the
Program Advisory Committee will play a vital role in the
monitoring of Program activities and in assisting the Mission to
gather relevant data.

Examples of the kinds of data which will be gathered are:

“Statistical and other studies produced by universities,
foundations, and other organizations which assess the
general shelter situation in South Africa.

In-depth baseline data on communities targetted for
assistance under the Program, with information to be
gathered by the relevant CBOs. Regular updating of this
information.

Financial data generated by the housing finance industry
concerning lending to disadvantaged South Africans.

Assistance rendered by all NGOs and other organizations in
the Program.

Construction enterprises assisted and information
concerning the jobs being undertaken and persons being
employed.

Regular monitoring through studies or other commissioned
papers on progress being made concerning the evolution of
new shelter and urban development policies in the national
and regional fora for these matters.

5.4.2 Evaluations

The process of political transformation which began with the
release of Nelson Mandela and the abolition of much of the
apartheid legislation is expected to reach a decisive stage
during the implementation of this Program. For that reason it
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is fundamental to the success of the project goal that a
thorough assessment of progress and an evaluation of a number
of key issues be undertaken within a reasonable time after the
Program is approved. This approval is expected during the first
half of 1992, with obligations of funds for a number of
activities expected before the end of FY 92. Real program
implementation will begin in the last quarter of CY 1992. It is
therefore proposed that a target date of the first half of 1994
be established for the first major Program evaluation.

Key issues and subject areas to be examined are:
Extent to which USAID followed recommended guidelines in
the technical, financial and economic, institutional, and
social analyses for the assessment of grant activities.
Progress in each program activity.

Performance of participating NGOs.

Assessment of USAID project management and institutional
contractors.

Review data collected under monitoring activity and assess
progress being made on finance and shelter policy issues
identified in PP.

Progress being made on evolving the white oriented shelter
system.

Review programs of other donors.
Review progress on gender issues identified in PP.
Recommend mid-course adjustments in Program.

A second evaluation near to the end of the Program should also

be undertaken to assist with the decision on future activities

in this Sector. Evaluations will be provided via IQCs, with an
emphasis on Gray Amendment entities.

5.4.3 Audits

In accordance with A.I.D. policy, project financial audits are
incorporated into the design and provisionally programmed for
the end of the second year of Program activities and at the
conclusion of the Program. A total of $100,000 has been set
aside for audits. It is anticipated that audits will be
provided through existing Southern Africa regional IQCs, all of
which have correspondent offices in the U.S.

5.5 Implementation Schedule
Project design contemplates a rapid start-up of the SUDS

50
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Program. Following PP approval, it is expected that the first
USAID employee directly responsible for the Program, the US PSC,
will arrive in South Africa by July 1992, to be followed shortly
by the first direct-hire. PBRefore the end of the fiscal year, a
number of grant and contracting actions will have been
completed, leading to a build-up in activities. It is
recognized that for a number of reasons this may well be
optimistic. As a result the following illustrative table may be
revisited and revised in early 1993. )

Event ' Date
Project authorized 5/92
RFP for CUSSP issued 5792
Proposals for CUSSP received 7/92
US PSC arrives South Africa 7/92
First grant(s) made 8/92
USDH arrives South Africa 8/92
Second USDH arrives South Africa 8/92
Housing Advisory Committee established 9/92
Support for policy fora initiated 9/92
Contract for CUSSP signed 9/92
Additional grants made 9/92
RFP for UPID issued 10/92
CUSSP team arrives Souvth Africa 11/92
Proposals for UPID received 12/92
CBO training begins 2793
Contract for UPID signed 2/93
UPID team arrives South Africa 5793
First audit and evaluation 2/794
Second audit and evaluation 2/96
PACD 5796

5l
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6. Program Feasibility Analyses Summaries

6.1 Technical Analysis

Three principal development themes underlie the search for new
solutions in the transition to post apartheid South Africa: the
participation of community groups in decision making, the need
to provide new stimulus to economic growth to reverse recent
stagnation, and the re-alignment of the resources of South
African institutions to serve the entire population. USAID's
response to the urban crisis, the Shelter and Urban Development
Support (SUDS) program, incorporates these themes in its design.
The project includes elements to strengthen community
development management, increase financial resources for low
income housing, and support the formulation of new policies that
will promote equitable growth and viable urban centers.

The community development oriented components will bring a
variety of forms of training, technical assistance, and
financial resources to bear on selected communities. The
success of this assistance will depend in large part on the
selection of the communities. This selection should be made
according to criteria such as regional distribution,
demonstrated commitment within the communities, the potential
for broader economic development, leveraging of other resources
for development, and support for innovative solutions. The
technical assistance should include a regional character, be
non-partisan in terms of institutional affiliation, include as a
matter of course South African counterparts to build local
capacity, and make use of a facilitative approach. The success
of the components addressing policy issues and institutional
development will also require a non-partisan and facilitative
approach in addition to effective linkages to the US because of
the proposed reliance on short term technical experts and
observational visits.

A Housing and Urban Development Advisory Committee will assist
USAID in monitoring the progress of the program and its
relevance to political and social changes in South Africa. It
will also assist in disseminating the lessons learned in the
project to policy makers and practitioners.

6.2 Financial and Economic Analysis

The SUDS program is an umbrella development assistance
facility under which discreet projects will be funded.
Accordingly, the project paper financial and economic analysis
does not evaluate the viability of specific potential SUDS
interventions, but instead suggests criteria and techniques for
the assessment of specific project proposals for SUDS funding
which will be presented during the course of SUDS
implementation. The analysis also suggests mechanisms for the

HA
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subsequent monitoring and evaluation of SUDS-assisted
activities. The focus of this analysis is on financing
mechanisms for housing and related urban infrastructure, and the
emphasis is on striking a balance between the processes and
products of SUDS program interventions through the strategic
application of relatively limited resources.

Financial viability should be evaluated primarily in terms
of: sources and applications of funds; conventional balance
sheet, income statement, and cash flow performance measures;
loan portfolio composition, quality, turnover, and
profitability; beneficiary profiles; and operations monitoring,
program evaluation, and internal audit capacity.

Economic viability should be evaluated primarily in terms
of: individual and institutional positive and negative
incentives; positive and negative externalities; and explicit or
implicit economic distortions.

6.3 Institutional Analysis

In designing SUDS, USAID has made a strategic cholice to include
a variety of interventions and collaborate with many
institutions. This is an appropriate choice at this point in
time for three reasons. First, the urban sector is a new arena
for the Mission and track records with partner institutions have
not been established. Second and most important, the transition
in South Africa is characterized by the emergence of many new
institutions, each with its own specific political and
developmental objectives. 1In this environment it is extremely
important for USAID to maintain a non-partisan stance. And
third, these institutions have already demonstrated innovative
and action oriented programs that deserve support and, at the
same time, will avoid a heavy investment of start up assistance.

In reviewing institutional proposals, USAID will conduct
management and organizational analyses of each potential
benefiting organization. 1In addition, it will be useful to
assess other factors including: the consistency of the
organization's objectives with SUDS objectives and with the
proposed activities; the design of the proposed activities to
ensure that they reflect a clear understanding of the problems
and of accepted developmental approaches; the organization's
experience in dealing with the proposed beneficiary group, and;
internal reporting procedures to ensure that the organization is
capable of monitoring the impact of its activities and reporting
to USAID in an acceptable form. Recognizing that most relevant
South African institutions are young, USAID will also provide
guidance and assistance to help build sustainable institutional
capacity.
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6.4 Socia] Soundness Analysis

Apartheid has created a society, particularly in the urban
areas, that is physically, economically and culturally
compartmentalized. Moreover, the physical design of South
Africa's cities, as they have developed under apartheid, has
denied a sense of community to the black population. A
principal focus of SUDS will be to find ways to begin to
strengthen community level organizations through training,
community facilities and infrastructure development.

The SUDS Program will reduce overcrowding through facilitating
access to end-user finance for additional sites for shelter
construction. It will also impact on the provision of services
such as water, sanitation, electricity and refuse removal,
resulting in a reduction of health hazards and an improvement in
the quality of life. The SUDS Program identifies approaches
which will help to integrate towns and cities through urban
infill projects, thus reducing travelling time and contributing
to the integration of segregated communities. The Program
should be sensitive to the social complexities of low-income
communities being established adjacent to white suburbs.

One of the principal causes for the continuing social unrest has
been the lack of access of blacks to permanent, affordable
housing and adegquate urban services. SUDS will ‘address these
problems by promoting greater access to finance for home
improvement and support to community lending schemes and housing
finance institutions.

The majority of heads of households in informal shelter
settlements are women, and studies show that social problems
related to women in urban areas are increasing due to the
pressures associated with hopelessness and overcrowding. The
main beneficiaries of the SUDS Program are likely to be women.

6.5 Political Analysis

South Africa is undergoing fundamental political and social
reform as profound as that experienced in eastern Europe. Any
initiative which impacts on shelter and urban development in the
country must be sensitive to factors surrounding this reform.

In the wake of the referendum conducted among t.ie white
population in March 1992, the country appears committed to
reform through negotiation, with the early establishment of an
interim government.

In this environment of political flux, the role of NGOs is
crucial. They will be key actors in ensuring continued progress
and development. Strengthening NGOs, as envisaged in SUDS,
should help to ensure that civil society can continue to
represent citizens across the political spectrum even after a
new constitution and governmental system have been put in place.
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The political implications of projects that will be undertaken
under the SUDS program should be assessed prior to commitment of
funds, as successful projects may become the subject of
competition among political groupings wishing to claim credit
for their success. Likewise, projects may become stalled or
disrupted to suit the interests of specific political groups.
Recipients of assistance may" become targets for political action
and struggles may develop to assume control of the process.
Although USAID should not evaluate each project, it should
ensure that its grantees have systems in place for doing so.

In the early stages of the Program, USAID will have to accept an
element of risk in working with fledgling NGOs which may change
their form or be replaced under a new constitution or political
dynamic. A non-partisan approach should be taken in the
selection of projects and counterparts to avoid accusations of
political bias. Similarly, a representative geographical spread
of projects should be undertaken to accommodate regional
interests. Because most of the existing developmental
organizations are white led, special attention should be given
to working with emerging black NGOs. This may imply a slower
track for the Program, with less tangible results in the short
term, but it will be valuable in maintaining an acceptable
political and social stance during this period of flux.

5
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I. Background

The search for new urban solutions in the transition to post
apartheid South Africa is underscored by the millions of poor,
largely black, urban residents living in backyard shacks or

unserviced squatter settlements and a stagnating economy that -

will, only with difficulty if at all, absorb the 40 to 50% of

the black population that is unemployed. Several emerging

development themes underlie the search for ways to provide basic
services to those previously denied access and for policies that
will lead to more equitable development of viable urban areas.

They include:

community participation: long denied a voice under
apartheid, community groups' participation is now seen as
vital in decisions that impact their immediate environment
as well as the broader urban system. However, few
community organizations, particularly those representing
the black population, have the management skills and
technical capacity to be effective partners in negotiating
the transition;

“jumpstarting” the economy: in light of South Africa's
poor economic performance in recent years, South Africans
are keenly aware of the need to undertake actions that
will provide an economic stimulus. Urban areas generate
at least 60% of GNP, so reducing economic distortions and
providing infrastricture and services that support
economic growth are essential. Housing supply, in«luding
to low income segments of the population, is regarded as a
prime means to economic renewal. Therefore, policy makers
and financial institutions are paying greater attention to
reaching the portion of the population that was denied
adequate housing under apartheid policies.

institutional realignment: in the past, public and private
sector institutions have focused their financial resources
and trained manpower to serve the needs of a small part of
the population. 1In the post-apartheid period, the
challenge is to put those resources to the service of the
entire population and to create new institutions that are
responsive to the particular needs of the disadvantaged
segments of the population. USAID's response to the
current urban crisis, the Shelter and Urban Development
Support (SUDS) Program, incorporates these themes in its
design. It also recognizes three emerging thrusts of
urban development in South Africa: building development
management capacity at the community level, increasing the
financial resources available for )
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low-income housing, and formulating new policies that will
support equitable urban growth and viable urban centers.
The components of SUDS, discussed below, are consistent
with the agendas of the extra-parliamentary parties and
community leaders negotiating the transition to the post
apartheid period, and with emerging views in financial
institutions. The project will therefore have the support
of the organizations and institutions it is intended to
serve. This continuing support will be crucial to the
success of the project.

The SUDS approach recognizes that financial support under this
type of assistance program is minimal in comparison to the scale
of funding needed to improve housing conditions and to the
financial resources that can be generated internally in South
Africa cr by donors such as the World Bank. It also recognizes
that the principal constraints on improved housing and urban
development are structural rather than simply resource based.
Therefore, the project targets strategic intervention points to
strengthen key institutions or to leverage policy change.

For discussion purposes, the project components are grouped as
1) community development-oriented, 2) increasing financial
support for housing and urban services, and 3) policy and
institutional development.

I1. Community development-oriented components

The community-oriented components of the project will be
provided to selected communities and will include the following.

1. Building the capacity uvi community-based organizations by:

a. Strengthening CBO develcopment management capacity
through training for community leaders in topics such as
office administration, negotiation and conflict

resolution, and technical orientations in subjects such as
urban project mancgement and local government. The project
will also fund training for community development advisors.

b. Impact grants to fund essential facilities and
equipment for community groups.

c. Community legal services and home ownership education
to facilitate the transition from rental housing to
ownership.

2. Assistance in project design and construction through:

a. Technical assistance in the design and management of
upgrading and other community projects.

b. Training in construction management skills and
technical assistance to black construction enterprises to
promote employment opportunities for the local population
and to support the expansion of black enterprises.

T | (D (



From a design perspective, the successful implementation of
these components will primarily depend on two issues: the
selection of the targeted communities and the design of the
technical assistance.

A. Selection of targeted communities: By focusing an integrated
set of interventions on a limited number of communities, the
project should achieve a synergy that will result in greater
impact than that of a more diffuse effort. However, investing
considerable resources in a limited number of communities
carries with it a significant risk that the communities will not
respond to the development assistance. The following selection
criteria will serve to reduce that risk and still provide
valuable lessons to development efforts in South Africa.

1. regional distribution: recognizing distinct regional
differences, a sample of communities should be selected
from several regions.

2. demonstrated commitment: prior organization around a
development initiative, existence of a local community
organization and leadership.

3. development potential: a potential for broader economic
development in the region surrounding the community.

4. leveraging resources: using the USAID-funded assistance
to leverage or ensure commitment of funds from other
sources for service upgrading and/or shelter improvements.

5. innovative approaches: funding innovative or pilot
solutions to more generalized problems.

B. Design of the technical assistance: A major vehicle for
delivering assistance and managing the interventions of South
African institutions funded by these components of the project
will be the contracted technical assistance team. However, the
implementation will pose a unique set of challenges to the team
becausie of the specific characteristics of the South African
context. Consideration should be given to the following
features of the technical assistance team.

1. Regionalization: In view of regional differences and
the need to be close to the communities with which the
project is working, assistance teams should be assigned on
a regional basis. While a core team of experts may be
part of a central office in Johannesburg, regional teams
will be required to maintain close contact with the
selected communities and to coordinate the rznge of
training activities that will be offered. Because, the i
complete staffing need not, indeed should not, be S

(o2



expatriate, the regional offices provide the opportunity
to build local expertise in these fields. Field offices in
Johannesburg, Durban, Bloemfontein, and Cape Town (also
serving the Eastern Cape) are recommended.

2. South African counterparts: To further strengthen
existing South African technical capacity and stiengthen
the cultural and political sensitivity of the team,
locally hired counterparts should be used to £ill a large
number of positions on the team. Special effort could be
made to tap the expertise of returned exiles who have
obtained specialized technical training overseas.

3. No institutional affiliation: Normally, assistance
projects are designed with specific institutional
affiliations to foster sustainability, in theory, by
transferring the approach and expertise to the local
institution. In South Africa, given the highly charged
political nature of most institutions and their relative
youth, not having a single institutional affiliation will
allow the assistance teams to work in a non-partisan way.
However, it will be important to maintain a sense of
local accountability through the existence of a program
advisory committee, discussed below under monitoring
arrangements.

4. Facilitative approach: There are great sensitivities to
imposed, prescribed solutions among the disadvantaged
population in South Africa. The current emphasis on group
consultation and "workshopping” evidences this. Therefore
it will be particularly important that the technical
assistance teams view their task as facilitating problem
solving rather than simply imparting their technical
expertise. Although difficult to define in terms of
reference, evidence of facilitation skills should be
required, particulariy of expatriate team members.

II1. Increasing financial resources for housing and services

The components of the project that seek to increase the
availability to financial resources for housing and community
services are described briefly below. They will be used in many
cases in conjunction with the community development components,
adbove, to ensure that strengthening community organizational
capacity is complemented and reinforced by the construction of
physical improvements in the community.

l. Improving bridging and short term finance through:
a. Providing capital grants to financial
organizations/institutions that, will serve the black
majority and NGO's that can piovide bridge firancing for
basic urban service provision and housing projects. |

b. Providing capital grants to institutions that finance
home improvement loans.
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c: Providing capital grants to increase the supply of
construction finance for black enterprises.

2. Increasing the availability of long torm housing finarce by:

a. Providing capital to reduce the risk in low income
boirowers, thereby increasing financing options from
conventional lenders.

b. Facilitating the entry of established financiers into
the low income market by exchange of information about
successful approaches in other countries and other
dialogue methods.

Mission project staff will manage these components, with support
from short term experts as needed. Because the funding will be
made available through a limited number of grants or loans to
institutions with established operating procedures, there are
few constraints on the technical feasibility of their
implementation. The more important issues pertaining to the
financial, institutional, and political feasibility of these
components are discussed in Annexes D, E and G, respectively.

IV. Poli 1 instituti 1 devel !

Apartheid policies produced widely acknowledged social
disruption and economic distortions. In the transition to the
post-apartheid period, extra-parliamentary groups are
negotiating a new policy framework that will engender more
equitable development and viable urban centers. A variety of
extra-parliamentary policy research units and fora have
recently been established that bring together the major actors
(except government at this point in time) in the policy debate.
At the national level, the Housing Forum is charged with
conducting research and preparing policies on housing finance,
land and services, housing delivery, and institutional roles. A
Regional and Local Government Forum to research alternative
government structures is expacted to be established in the near
future. The Macro Economic Research Group (MERG), in which many
of the democratic forces are participating, is focusing on four
principal research &reas including housing. At the local and
regional levels, fora such as the Metropolitan Chamber in
Johannesburg, are discussing alternative structures for resource
mobilization and service delivery under the concept of "one
city®, replacing the fragmented structures created under
apartheid. While these fora will have a significant impact on
future policies for housing and urban development, they will
also be bound by the discussions at CODESA and the
constitutional framework which it produces,.

Despite significant progress in establishing policy fora, the

policy formulation process has been constrained by a lack of
policy-related research and a lack of access to a large
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body of relevant experience from the U.S., and other
industrialized and developing countries. In addition, South
Africa must begin to address the capacity of those institutions,
particularly local authorities, that will be responsible for the
implementation of housing and urban service policies in a
democratic, non-racial manner. -
The policy and institutional development component will address
these problems at several levels by:

1. Supporting shelter and policy formulation at the national and
local levels through short term expert exchanges in South
Africa, policy related research, the development of policy
analysis tools, seminars and roundtable discussions,
documentation, and observational tours to the US;

2. Supporting in-service and pre-service training for local
government officials in South Africa and advanced degree
academic training in the US in fields related to housing and
urban management;

3. Providing financial and logistical support to extra-
parliamentary groups who have difficulty participating because
they lack financial resources and full time staff.

From a project design perspective, the implementation of these
components will depend primarily on the status of the CAAA and
the design of the technical assistance effort.

A. Status of CAAA: At the present time, the CAAA prohibits USAID
from working with government structures or institutions
receiving SAG funds. This includes universities and local
governments. Direct access to university-based specialists for
policy research is therefore constrained; the principal
research partners in the interim will be service organizations
and other NGO's. Likewise, because USAID funds cannot be used
for training local government staff, that component will be
programmed for the future. The fact that the Program is an
umbrella program will permit it to adapt to changes in the
legislation. .

B. Design of the technical assistance: As with the community
development-oriented components, the primary vehicle for
delivering assistance will be a contracted technical assistance
team. Because of the nature of the required assistance and the
specific characteristics of the Southk African context,
consideration should be given to the following features of the
TA design.

1. No institutional affiliation: As recommended for the
community development components, not having a single
institutional affiliation will allow the assistance team
to work in a non-partisan way. However, it will be
important to maintain accountability through the
existence of a project advisory committee, discussed
below.
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2. Facilitative approach: There are great sensitivities to
imposed, prescribed solutions among the disadvantaged
population in South Africa. Therefore it will be
particularly important that the technical assistance teams
view their task as facilitating problem solving rather
than simply imparting their technical expertise._ Although
difficult to define in terms of reference, evidence of
facilitation skills should be required, particularly of
expatriate members.

3. US linkages: Much of the information exchange value of
this component will depend on the selection of appropriate
short term experts to discuss international and US
experiences across a range of urban sector issues. It will
also depend on the close integration of the subjects of
policy discussions in South Africa with well structured
observational tours in the US. Tightly designed and well
targeted arrangements will make the visits more productive
for participants.

V. Program advisory committee

Just as the current politicization of South African institutions
justifies free-floating technical assistance teams, the rapidly
changing situation requires that the project have a mechanism
for continuously monitoring its approach vis & vis the
political, social and economic environment. An advisory
committee would assist AID program managers and assistance teams
in keeping project components on track and in navigating through
changing political waters. The committee would also serve as a
valuable mechanism for exchanging project lessons among the AID
team and with key South Africans involved in the sector.

Membership on the committee is a key concern. The objective of
the committee will be to represent South African technical,
social and political concerns in solving urban problems. The
desirability of assuring continuity in advising the project
would require that there be a stable membership. On the other
hand, the project will deal with many different issues and
different audiences over time: ranging from expanding formal
banking-sector lending to local government training and black
construction enterprise development. The ability to provide
advice on varied subjects over time would argue for a changing
membership, reflecting the issues with which the project is
dealing as well as changes in the political environment. 1In
reality a combination of these two approaches may be the best: a
stable core membership with the flexibility to add membership on
a limited term basis in response to technical issues or
environmental changes.

The program should set aside resources to allow the advisory
committee to meet at least quarterly and receive and comment
upon project documents as they are produced.




ANNEX D
EFINANCIAL AND ECONOMIC ANALYSIS
I. Scope of Analysis

The South Africa Shelter and Urban Development Support
(SUDS) Program is an umbrella development assistance facility
under which discreet projects will be funded. Accordingly, the
purpose of this analysis is not to assess the financial and
economic viability of potential SUDS interventions. This would
be both premature and unfair, as the identification and
delineation of specific program interventions are intended to be
integral and ongoing components of SUDS implementation.

Instead, suggested criteria and techniques for the evaluation of
anticipated specific project proposals for SUDS funding will be
presented, together with mechanisms for the subsequent
monitoring and evaluation of SUDS-assisted activities.
Furthermore, the focus of this annex will be on the screening of
possible shelter and urban development financing mecnanisms
rather than on institutional support grants. Not only are
approximately two-thirds of SUDS program resources earmarked for
capital assistance, but this is also the program component most
amenable to rigorous financial and economic analysis. The
evaluation of other program components is discussed in the
project paper's technical, institutional, political, and social
analyses.

II. Criteria for Success

Given the magnitude of underutilized current domestic
resources and the potential augmentation of these resources with
external donor assistance, the primary purpose of most capital
assistance to be channeled via the SUDS program will be to
leverage and redirect available resources to upgrade urban
shelter and services for disadvantaged communities. SUDS
capital assistance will therefore be relatively small in terms
of volume of resource flows, and thus must be strategically
applied in the pursuit of clear policy objectives, or its impact
could be negligible or counter-productive.

For example, housing in South Africa constituted only 2.6
percent of Gross Domestic Product (GDP) in 1990, while housing
as a share of GDP typically ranges between 4.0 and 7.5 percent
- in countries with comparable levels of GDP per capita.
~ Furthermore, investment in housing usually comprises 18.0 to
22.0 percent of Gross Fixed Capital Formation (GFCF) in
countries with levels of GDP per capita similar to South
Africa’s current level, but housing in South Africa was only
11.8 percent of GFCF in 1990.



. The availability of underutilized or misdirected capital
that might be channeled into housing and related urban
infrastructure investments which is implicit in these
macroeconomic figures has been confirmed by discussions with
senior managers of South African financial institutions. For
example, Standard Bank executives responsible for both
conventional and unconventional housing finance claim that their
main constraint to extending mortgages to currently excluded but
potentially lucrative markets is risk, not capital. They
estimate an annual market of at least 25,000 conventional
mortgages in the middle-income black communities alone, if risk
could be either reduced or shared with others, with ample
capital to expand this market should the opportunity arise.

Thus, the design and funding levels of the SUDS program
are best suited to serving as a catalyst for change through the
facilitation of innovative approaches to the amelioration of
shelter and urban development problems. SUDS capital assistance
should be used to promote promising community-based initiatives
on a pilot basis and foster policy change for existing
misdirected or ineffective programs, by providing seed capital
for new ventures and working at the margins to redirect the
activities of established institutions. However, it is unlikely
that SUDS capital assistance can significantly affect the size
or‘'quality of housing stock and bulk urban infrastructure
directly.

The implications of this approach to SUDS capital
assistance are important both in the selection of program
participants and in the evaluation of program results. For
example, it may be useful to clarify or prioritize the
objectives of SUDS bridging finance assistance from among
several possible alte:natives: -

Strengthening non-governmental organizations.
Leveraging capital from formal financial institutions.
Fostering community development trusts.

Promoting small-scale black entrepreneurs.

Increasing the supply of serviced land.

00000

Without such elucidation, there may be internal
contradictions that would make project evaluation difficult:

o If capital is leveraged at a high gearing ratio, but
is not applied to low cost housing development, is
the project a success?

o If black entrepreneurs acquire a significant share of
the land development and housing construction market,
but contract performance is poor, is the pro;ect a
success?

(] If the supply of serviced land and sheltev is
dramatically increased, but the provisiorn of this
urban infrastructure is still channeled primarily
through "white enclave" enterprises, is the project a
success?
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A similar set of questions arise when examining proposed
SUDS interventions to develop shortterm home improvement finance
and longterm home mortgages:

o If a sound infrastructure is created for the delivery
of shortterm financing for shelter upgrading but this
initial investment in the development cf b
institutional capacity results in a negative
financial return and limited market coverage, is the
project a success?

o If a credit delivery mechanism is financially viable
but lacks political legitimacy, is the project a
success?

o If a well-accepted, community-based financing vehicle

is developed, but is neither sustainable in the
absence of recurrent subsidies nor amenable to
wide-spread replication, is the project a success?

While it is desirable to strike a balance between the
means (process) and ends (product) of SUDS program
interventions, there is an inherent tension between the need to
disburse funds and demonstrate concrete results, as opposed to
the requisites of effectively channeling development assistance
to ' 'intended beneficiaries in a credible and sustainable manner.
This tension is exacerbated by the ease at which funds can be
disbursed and results quantified at the expense of long-term
capacity building, together with the common resistance in
practice to synchronization of aid delivery with absorptive
capacity, as well as the difficulty in documenting essentially
qualitative institutional development.

The following suggested parameters and tools for the
financial and economic evaluation of proposed SUDS projects are
designed to address these issues explicitly, and to facilitate
the resolution of unavoidable tradeoffs among multiple program

~objectives.,

III. Financial Viability

1, For existing institutions, data regarding f£inancial
performance to date should be evaluated, especially
regarding:

0 Composition and ownership of the initial capital base.

o Sources, amounts, and texrms of additional capital
-contributions.

[¢] Application of funds, both for internal institutional

development and support (especially training and
. overhead expenses), and for client-oriented field
operations (particularly capital disbursements).

%
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Conventional balance sheet, income statement, and
cash flow performance measures.

Loan portfolic composition, quality, turnover, and
profitability.

Lender and borrower direct and indirect transaction
costs. -
Beneficiary profile.

The quality, timeliness, accessibility, and
ut:tilization of financial, administrative, and
performance data to monitor progress and adapt
policies and operations accordingly.

Internal audit capacity.

Program evaluation capacity.

Again for existing institutions, the potential impact of
SUDS capital assistance should be evaluated, in terms of:

o

(o)

Magnitude of SUDS assistance relative to non-project
resources.

Potential effect on the recipient institution's
lending policies and procedures, as well as its
capacity to leverage additional external resources.

For new or relatively young institutions, the above-noted
issues should be examined, as feasible, via:

o
o
[}

.

Proposed budgets and action plans.

Pro-forma financial statements.

Experience elsewhere, either in South Africa or
abroad, with similar programs in comparable
environments.

For both existing and new institutions, the following
issues should also be examined:

(o)

Programmatic and financial tradeoffs in directed
versus untied lending, especially for short-term
shelter upgrading finance - Is it sufficient to
channel funds to intended borrowers, or is it
essential that such loans be used to finance home
improvements? If directed lending is required,
administrative costs will rise accordingly.

Limits to policy leverage and institutional ccatrol
with a financially desirable diversified capital base.

Mohitoring and evaluation implications of funds co-
mingling.

Explicit or implicit subsidies entailed in SUDS-
assisted project activities.

Linkages between political legifimacy, social
acceptability, institutional capacity, technical

,erasibility,.and.financialVrisk..
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IV. Zconomic Viability

The economic viability of proposed SUDS project
interventions, whether for existing or planned activities,
should focus on:

o Individual and institutional positive and negative
incentives entailed in such interventions, and the
most iikely rational behavioral responses to these
incentives. For example, the Independent Development
Trust's R7,500 capital subsidy scheme, although well-
intentioned, perhaps inadvertently discourages urban
densification, shelter upgrading, participation of
black contractors, and market-driven efficiencies in
production. A voucher system along the lines of the
Chilean model might better achieve intended policy
objectives by exploiting rather than fighting market
forces.

o Possible effects of SUDS-assiited projects on
comparable activities elsewheid in South Africa,
particularly in regard to positive and negative
externalities. For example, a heavily-subsidized
housing finance scheme, even if the subsidies are
indirect or implicit, could unintentionally undermine
a similar but financially self-sustaining credit
program by placing this program at a competitive
disadvantage.

V. Fi ia) and E ic Analysi

Both the financial and economic analysis of a project
proposal should be a collaborative effort between USAID
and the prospective recipient of project assistance, to:

o} Minimize misunderstandings, especially regarding
- institutional objectives and performance.
) Enhance the development or refinement of a management

information system, as well as a monitoring and
- evaluation system, based on mutually accepted success
Criteria and periodic implementation benchmarks.

The project selection process should be one which enhances
the likelihood of success througn the exchange of information
and expertise. It is essentially the first ohase of project

" implementation, the product of which is a negotiated contract,
if capital assistance is warranted, comprising mutually
acceptable project objectives, timetables, implementation
berichmarks, and performance standards. Capital assistance
should ‘then be disbursed in tranches, based on the phased
fulfillment of this contract by project participants.
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ANNEX E
INSTITUTIONAL ANALYSIS
I. Introduyction

As an umbrella project, the Shelter and Urban Development
Support (SUDS) program intends to support a variety of
initiatives to improve the delivery of housing and urban
services in collaboration with a wide range of South African
institutions. SUDS is USAID's first urban-oriented program and
the strategic choice to design a project with a variety of
interventions and institutional collaborators was based on many
factors.

First, because this is a new arena for USAID and for South
Africa, the track records of potential partner
institutions have not been established so a certain degree
of first step experimentation is necessary. New and
innovating institutions must be supported as part of the
search for solutions.

Second, and most important, the trancsition to post
apartheid South Africa is chfraciicized by the emergence
of a significant number of new institutions each with
specific political and developmental objectives. The need
to maintain a non-partisan approach dictates that no one
institution should be favored at this point in time.

Third, related to the second factor, most of the emerging
institutions have demonstrated innovative and
action-oriented approaches in the search for South
Africa's new order. The existence of many on-going
programs that build on local experience and initiative
provides USAID the opportunity to support a variety of
activities withcut having to invest in as significant
levels of start up assistance and support as may be
required in other developing countries.

z

The objective of this analysis is not to assess the capabilities
of any one institution but rather to provide guidelines for such
assessments as specific institutional proposals are put forward
during the course of the project. In addition, SUDS will
include a certain number of activities, most notably training
related activities, that cross divisionai boundaries within
USAID/South Africa. This analysis will also recommend ways to
deal with the delivery of those activities.
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Handbook 3 provides guidance for administrative analysis of
collaboration, primarily from an organizational and management
perspective. Following that guidance will insure that
beneficiary institutions have the legal mandate and
organizational capacity to carry out the activities they
propose. In addition, Annex D, Financial and Economic Analysis,
provides further guidance regarding the analyses that should be

Vo conducted of institutions receiving capital assistance on a loan
or grant basis. Beyond these analyses, it may be useful to
consider additional criteria on which to assess the suitability
of institutional proposals. They include the following.

1. Institutional objectives: are the institution’'s
cbjectives consistent with the objectives of the SUDS
project and are the proposed activities for which funding
is solicited consistent with the institution's objectives?

2. Design of activities: do the activities reflect a clear
diagnosis of the problem and an understanding of accepted
technicals/developmental approaches? Does the institution
have the technical capacity to caivry out the proposed
~activities?

3. Ber2ficiaries/clients: do the beneficiaries or clients
of the institution's proposal correspond to the
beneficiary profile of the SUDS project? Does the
institution have experience in dealxng with this
beneficiary profile?

4. Internal reporting procedures: does the institution
have the capacity to monitor the progress and impact of
its proposed activities and to report in a manner that is
consistent With USAID requirements?

It is difficult to establish a specific threshold beyond which
assigning implementation responsibility carries with it more
risk than potential benefit. 1In evaluating zisk, not only
institutional capacity should be considered. There may well be
other political or developmental .concerns that make a higher
degree of risk acceptable. In these cases, risk would be
counter-balanced by assistance and guidance. 1Indeed, while
these guidelines may be useful in selecting institutions, the
goal of SUDS is not simply to have local institutions carry out
activities but also to strenqthen their capacity to carry out
similar activities on a sustained basis. Therefore, where the

. analysis may indicate institutional weakness, it may be
desirable to“provide guidance or assistance to the institution
so that is may improve its performance. The approach to local
institutions should be nurturing and ranagerial. However, at
-the same time, USAID must not be afraid to terminate
relationships when it appears that institutional performance
cangot be improved, thereby jeopardizing the desired impact of
ass stance.

'
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III. Coordination of training within USAID/SA

Training is a significant element of SUDS and many of the
proposed areas for training are related to existing Mission
training initiatives. For example, COLD is providing support
for civics, TEPS is providing capacity building in public
administration fields such as local government and the  SA
Education program is funding academic training in the US.
Therefore, existing USAID funding could be used for much of the
SUDS short and long term training. At the same time, it is
important to ensure that the appropriate substantive input be
provided for these training activities and that their timing be
coordinated, when necessary, with other SUDS activities.




ANNEX F
SOCIAL ANALYSIS
I. Background

At present South Africa's population is in the region of 35
million, of which close to 20 million live in urban areas. The
apartheid system, and the segregation patterns that existed even
before then, created a society that is physically, economically
and culturally compartmentalized. In black townships,
inadequate housing, overcrowding, lack of access to basic
services are coupled with the uncertainty of political change
and massive unemployment. Together, they engender enormous
social problems. The soaring crime rate, increased drug abuse
and outbreaks of violence in which thousands of people have been
killed are symptoms of these social problems. Therefore, the
SUDS program objectives of improving the conditions under which
people are liviig in urban areas will,if realized, have a
significant impact on the social fabric of the country.

II. Analysis

Some of tle main apartheid-induced problems in urban areas can
be summarized as follows:

1. Overcrowding

The shortage of housing in SA is estimated at one million

units. The government policies of the last four decades
restricted the movement of all except whites and, from 1968
onwards, curtailed the building of family accommodation for
blacks in urban areas. Influx control laws (the so-called "pass
laws") prevented the families of contract workers from joining
them in the towns and cities and resulted in the establishment
of large, overcrowded single-sex hostels in the townships among
existing residential areas. The policy in the 1960°'s of "making
the townships as uncomfortable as possible" in order to force
Blacks back to the homelands resulted in a severe undersupply of
community facilities and serviced land. The shortage of houses
caused overcrowding and the erection of unsafe, unhygienic
squatter shacks on unserviced land. The lifting of the influx
control laws in 1986 brought more people to the towns and cities
and increased the number of shacks and the pressure on : v
services. It is now estimated that seven million people are )
informally housed, living in backyard shacks, overcrowded slums
and makeshift settlements. Depindents have come to join migrant
workers in hostels and entire families live around single beds
in dormitories, with little or no privacy.

2. Inadequate access to services

As discussed elsewhere, much of the violence currently taking
place in urban areas is centered around the struggle for scarce
resources. Hostel and shack dwellers battle residents of
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surrounding neighborhoods for watex, building materials, access
to schools and other services. This has led in many areas to
the establishment of self proclaimed warlords.

3. Mental and physical health problems

Social studies show that violence, family and child abuse, drug
and alcohol abuse and family breakdown are on the increase in
urban areas, particularly in overcrowded squatter settlements
and hostels.

4. Transport problems

Siting segregated townships on the periphery of towns and cities
has resulted in an inordinately large proportion of township
residents® time and money being allocated to transport to and
from work and shopping opportunities. The World Bank estimates
that up to 10% cf black family income is spent on transpsrt.
This is considered high and is especially hard on low income
households. Taxis, buses and trains have become symbols of the
segregated cities. Taxi wars have erupted, particularly in the
Western Cape, and crime has become endemic on trains and buses.

5. Unemployment

Current average unemployment rates of 40% and above in the black
community are contributing to violence, poverty, crime,
malnutrition and family breakdown. The economy has been
stagnant and, of late, formal employment is becoming scarcer.

The withdrawal of many multi-national employers, such as the
vehicle manufacturers in the Eastern Cape, has left some
communities with only 30% of the population in formal employment.

6. I l E i ] s !- i i‘ i ! ) i : i!.

Because apartheid policies discouraged any normal sense of
permanency among township residents, social and community
organization has been severely disrupted. Townships lack
community facilities that, in ordinary communities, help
strui'ture a community. In addition, the lack of legitimate
local government has failed to foster a sense of local
responsibility and responsiveness that has been developed in
other municipalities in South Africa. Civic organizations are
the current response to this vacuum.

. 7. xhg_hxgaknQﬂn_Q£_£nmi1z_;:xn::nxgs_and_nnlthxa

-The migratory labor system, resulting in workers being sepa:ated
from their temilies for lengthy periods, and the presence of
large, single-sex hostels in suburban ateas has led to family



breakdown, prostitution and teenage pragnancy, among other
social problems. Lack of adequate and sufficient shelter has
stifled the development of sound family units and disrupted
cultural patterns. .

"III. Impact of the Program

The enormity of the social disruption caused by apartheid defies
easy descriplion and facile solutions. However, the SUDS
Program is properly oriented to make a positive social impact in
the following ways.

1. The SUDS Program will enable community based organizations to
obtain end-user finance for the provision of basic services,
such as potable water, sanitation, drainage and resfuse removal
in existing and new areas. It will facilitate access to loans
for the construction of additional shelter. Support for group
lending initiatives and innovative mortgage financing will
generate new housing units.

2. SUDS's accent on strengthening the development managenent
capacity of NGOs will provide communities with a greater sense
of ownership of the development process. It will help local
leadership to speak out for community inte:es&s.

3. The provision of additional shelter will reduce overcrowding
and relieve many of the associated tensions. In many of the
informal housing settlements, physical health problems are now
being encountered, such as dysentery, malnutrition and cholera.
Ircreased access to shelter, water, sanitation, and expanded
economic activity which will be facilitated by the SUDS Program,
will have considerabl2 impact on health. :

4. Support in the SUDS Program for policies and development
models that promote urban infill will considerably reduce

travelling time to employment, resulting in benefxts to the ﬁ@“

family and community.

5. The basic thrust of the/ SUDS Program is towards the
empowerment and stimulation ‘of the private sector through the
group, the individual, aud small business. Support of technical
and entrepreneurial training projects will broaden skills and
employment opportunities in the community. .
6. Through projects which which will eventually make towns and
cities more compact, the SUDS Program will help to begin to
integrate communities which have been segregated for
generations. Black communities will be assisted to settle on
vacant land within urban areas, often adjacent to existing
higher income white areas. Recent harsh reaction by white
residents of suburbs adjacent to new site and service
settlements, and the:stated reluctance of housing finance
institutions to grant mortgages in those white suburbs,
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indicates that USAID will ﬁéed to be aware of tﬁe'éossible
social and emotional responses to urban infill projects.

7. Finally, the SUDS initiatives will have an impact on the
national transition process currently underway in SA. It has
bren argued elsewhere that the role of civic movements, NGOs,
development agencies and service organizations is crucial in
this period of political uncertainty. It follows that technical
and experiential development, as envisaged in the program
through hands-on technical assistance and treining, will impact
beneficially not only in the local community targceted, but on
the political and social fabric of the country as a whole.

Iv. The Impact ¢£ the SUDS Program on Women in Development

The effects of apartheid, as described above, are felt
particularly harshly by women of the black communities of South
Africa. Until 1986, influx control permitted only men with
proof of employment and accommodation to enter the urban areas.
Mining and other industries recruited men to work under
contract, usually for three years, and to live in single
quarters.

Women and children were left in the rural areas to fend for
themselves.

If men were born in the urban areas, or had lived and worked
there continuously for ten years, they were allowed to obtain a
rental hovse and have dependents reside with them. Very few
women were allowed to rent houses in their own right. Generally
they were evicted from houses if they were widowed or divorced,
and returned forcibly to the homeland areas. To avoid eviction,
houses were rented in the name of the eldest son, or marriages
of convenience were entered into. Evicted women were moved into
backyard shacks or illegal squatter settlements. 1In some
instances, domestic servants obtazned accommodation on their
employers' properties.

Customary marriage and South Africa‘'s legal system maxntaxned
the status of black women as minors, thereby denying them access
to credit for housing and other purposes.

Because of these circumstances, many women have been forced into
shack settlements in urban areas of. Recent studies have shown
that between 54% and 72% of heads of households in these shack
settlements are women. It follows, therefore, that any program
decigned to improve the shelter and urban environment in SA will
impact substantially on women.

7%



Tne impacts of the SUDS Program on women are likely to be:

1. Sirnce the repeal of the influx control legislation in 1986,
many women have come to the urban areas with their children and
other dependents to join their menfolk, some of whom are
resident in single-sex hostels. As a result of the shortage of
family accommodation in urban areas, families have been forced
to continue to live around the hostel beds in exceptionally
overcrowdsd conditions. In the interests of their children,
women have had to leave the hostels and build shacks in informal
settlements. Pto;ects designed to increase the supply of sites
for house construction will bznefit them darectly.

2. As is the case in many cultures, in Soufh africa women have
the primary respons1b111ty for cooking, care of ch11dren, and
cleaning. Lacl. of water, electricity and other services in
urban a~eas has impacted severely on women and female children,
who have to collect water and maintain the household. Elements
of the SUDS Program which increase the supply of serviced sites
and increase the efficiency of water and electricity supply will
benefit women more than any other sector of the community.

3. As women have formed strong community and social groups,
elements .0f the SUDS P:ogram which seek to strengthen the
technical and negotzatmng capacity of community organxzatxons
should include women. \ In many instances, women in urban
communities avoid strong party political affiliation and working
through women could lessen political risk.

Because of the high proportion of women as heads of households
in disadvantaged communities, training components of SUDS should
be at least 50% composed of women.

4. Projects under the SUDS Program which will give increased
access to loans for shelter construction will benefit women.
Sixty-eight percent of the borrowers in group lending projects
in the Western Cape are women and expansion of this facility to
\other areas of the country can therefore be expected to assist
women in the majority. Stokvels and other group savings clubs
are comprised mainly of women.

Projects which aim to encourage mortgage lenders to expand their
,services to a greater proportion of the disadvantaged population
“ should be aimed at women as well as men. Repeyment records of

women in existing lending programs have demonstrated that women

generally are good credit risks.

5. Elements of the SUDS Program which stimulate entrepreneurial
development should be targeted at women, who at present
constitute the majority of the informal sector, with
brickmaking, futn:ture manufactur;ng. sewing, etc. activities.
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ANNEX G
POLITICAL ANALYSIS

South Africa is undergoing fundamental political and social
reform as profound as that experienced in Eastern Europe. Any
iritiative to impact upon shelter and urban development in the
country must be sensitive to factors surrounding this reform.

The unbanning of political parties and repeal of apartheid
legislation during the past 25 months has resulted in a shift
from the politics of protest and revolution to the politics of
development. Movement towards a new constitution and overnment
is proceeding, albeit slowly and with hitches, not the least of
which is violence. The recently unbanned political groups have
had to rapidly adjust from being protest movements to becoming
“fully fledged parties with policies and organization. They are
still adjusting to that role. Even with the return of many
refuge=s, the extra-parliamentary groups have a severe shortage
of people with skills and experience in running a country.

South Africa's transition is driven by a primary dynamic: the
government and its main opponents are irrevocably committed to a
process of fundamental change . through negotiation. Several
major steps have been taken along the transition road, such as
~ the Peace Accord, the Patriotic Front meeting and the formation

of the Council for a Democratic South Africa (CODESA). Most
importantly, all participants in the transition are driven by a
sense of urgency to restore confidence in the economy and to
draw up a blueprint for t!)2 future economic development of the
country. The critical problem that all the players involved in
the transition are beginning to face is attempting to match the
available development resources with the basic needs of the
entire population.

Previously held fears of a swing to the right wing by many
whites as a result of increased crime and violence in urban and
rural areas, public discussion of nationalization and land
reallocation, weaknesses in the ANC and the continued presence _
of the SA Communist Party have to a latge extent been allayed by
the strong support for the government's policies demonstrated in
the referendum held on March 17, 1992. 68.9% of the white
population supported the transition through negotiation process
currently being undertaken by the government.

In the wake of the referendum of March 17 and the resultant
alleviation of the fear of the conservative lobby in the white
community, the most likely scenario for the short term political
development of SA is transformation throush negotiation. The
current vehicle for this is CODESA which consists of five
committees or task groups: - g



* Creating a climate for free political participation; the
role of the international community;

* Constitutional principles and process;

®* Transitional arrangements; ‘

®* The future of the TBVC states (homelands);

* Timeframes and the implementing of decisions;

It is possible that a form of interim government could be in
place by the middle of 1992, with elections for a constituent
assembly taking place not long thereafter.

During this period of political uncertainty, the role of the
NGOs, and development agencies becomes crucial, as it is largely
only in civil society that progress can continue. If a robust,
creative, independent NGO sector can be consolidated within
civil society, chances are high that enough pressure can be
built up to ensure that resources are made available, by
whatever government emerges, to agencies accountable to the
communities Civic organizations (civics) and community based
organizations (CBOs) are likely to continue to be a force and to
represent citizens across the political spectrum fcr the
foreseeable future, even after a new constitutional and
governmental system has been put in place.

It is crucial, therefore, to develop the human resources of
community groups and NGOs and to strengthen their capacity to

‘manage projects. With over 60% of the people in urban areas,

the future of South Africa will largely depend on the
development of the urban areas and the organizational capacity
of urban individuals and groups. For several decades, black
urban citizens were regarded as ‘'temporary sojourners' in the
white urban areas and were discouraged from participating in
meaningful decision making or administration. As & result,
black residents gained little experience in the political
process. CBOs and civics have been formed as a reaction to
weak, non-credible government-imposed urban authorities in black
urban areas and now need to progress from protest to meaningful
development. Sl

In this environment, five key issues are important for the
effective implementation of the SUDS Program:

: dEvars jons_shoul X fned, S :

‘At present, civics ‘and CBOs lack the resources to be able to

participate effectively in negotiating fora and in many
instances rely on whites to represent them. The program
proposed in this document wiil not only result in shelter being

~ provided, but will also assist in the development of a stronger

.urban civil society, more able to decide upon and influence its

- own political environment.
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The SUDS Progruam will strengthen the capacity of members of CBOs
to understand the technical and policy issues affecting their
environments, and to participate meaningfully in negotiation.
The Program will also assist in preparing members of CBOs for
effective participation in a future, acceptable local government
system.
The SUCS Program will provide experiential and theoreticsl
training for these disadvantaged community groups. In certain
instances, the Program will also financially assist CBOs ard
civics, allowing them greater freedom of choice of advisors and
consultants and strengthening their negotiating position through
information.

2. I ! . l i.!. ]-'!. ]]
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Previously ignored, urban dwellers in shacks, hostels and houses
are now being viewed by all political groupings as potential
voters. USAID needs to be aware that recipients of assistance
under the Progtam may be targets. for political action and
struggles to as sume control of the process. Projoact
interventions under the SUDS Program may becume the subject of
competition among political groupings who will wish to claim
credit for their success. Likewise, it is not impossible that
certain political groupings may attempt to disrupt or stall
projects to be undertaken under this Program fer their
individual political ends. A careful assessment of the possible
political implications should be undertaken for each project
prior to commitment of funds in order to ensure that the project
is structured in such a way as to minimize these risks.

Because urban improvements may be politically significant, USAID
should not lose sight of the importance of its support for pilot
activities as a means to leverage support from South African
institutions. Indeed, the greatest benefit of some assistance
may not be in the level of financing itself but rather the
ability to bring key actors to the table to attempt new
approaches to resolving housing and urban management problems.

3. A _non-partisan approach should be taken to the
}onopartss Rroach wid. 2 o

Given the h:ghly charged pelitical environment In SA, the

Program should work with 'a wide range of counterpart o

‘organizations and individuals to:avoid identification with zny

g:e group or political affiliation and to avoid allegations of
as.

ﬁPreSsure to produce short term results may require USAID to work
through some established white-1lecd NGOs for the first year or
two of the Program. This approach must be balanced with the
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selection of a sufficient number of black-led NGOs. This may
result in possible slower, less tangible progress, but is
essential in order to develop black-led organizations. 1In
addition, USAID should require a plan for training and
integration of blacks into white led groups.

Likewise, different political groupings in various regions of
the country necessitate equal attention to projects in all major
geographic regions. )

4. In the light of t} 1d] ] . litical
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The extremely rapid pace of political change will require
constant.-monitoring by USAID of the political environment in
which interventions are taking place, in order to be able to
impact upon the evolution of new shelter and urban policies
through national and regional fora. The Program Advisory
Committee, discussed in Annex C, Technical Analysis, will be
useful in suggesting program changes to reflect the condition of
the political environment.

The political and social climate in South Africa at present is
highly conducive to rumor and misconception. USAID, perhaps
with the help of the Advisery Committee, should also ensure a
reliable and ongoing flcw of Information and feedback to people
involved in the project activities and to the general public.

5. Acceptance of an element of risk

In the absence of popular, credible local authorities in black
urban areas, civic organizations and NGOs have sprung up around
the country with varying degrees of popular mandate,
acceptability and technical capacity. 1In implementing the SUDS
Program USAID will, therefore, in the short term have to assume
some risk in working with civics and NGOs which may change their
form or be replaced under a new constitution or political
dynamic.
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(Note:

Annex H
. ! ki Sect Analysi

This analysis has been considerably shortened from a

paper entitled "Small Contractors in South Africa", which forms
a part of the background documents for this PP.)
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EXECUTIVE SUMMARY
A. Objectives
The study focussed on four aspects of the small contractors:

1. The organization of the building industry and the Tole
played by small contractors within it.

2. The constraints that adversely affect the performance of
small contractors.

3. The training and technical/managerial assistance needs of
the small contractors as perceived by themselves and those for
whom they work.

4. The sources and nature of training available to meet these
needs.

B. Tl izati ¢ the building industry

It was found that there is a very larce number of small firms -
about 75% of 211 registered firms‘employ less than 20 people.:

The owners of small ‘contracting fxtms typically are poorly
educated, and some are even 1111terate.

There is a complex regulatory system which lays down minimum

-wages and requires the contractor to make deposits for future

wages for his employees in case of bankruptcy or default, and
provisions for sich pay, holiday benefits, etc. Due to these
stringent and expensive conditions, most small firms are
(illegally) not registered. Nevertheless, they are able to get

~ work:and many do so as sub-contractors to large firms.

C. The constrajnts

~ Small builders face diff;cul*zes in many different ways. They
 find it hard to get credit at building materials suppliers, and
even to get materials delivered at site. This increases their

" costs s1gnif1cant1y. 0

They also £ind 1t difficult to obtain “tridging finance" to

'~ cover their cash flow needs during a contract, to post
.. ", performance bonds and meet other fznancxal commitments in the
- early stages of a contract.

I : . (0
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A large percentage of the available formal sector contracts are
packaged in such a way that they are too large for small
contractors to tender for.

D. The technical and managerial needs of the small contractors

Small contractors lack several important skills, of which the

most important is their lack of business/managerial skill. 1In
terms of technical skills, their main deficiencies are in cost
estimating, materials scheduling, and job programming.

E. Existing training programs

A number of training programs exist to meet these needs which,
between them address a wide "market," from training the
individual artisan to setting up as a self-employed craftsman,
to highly sophisticated advice to contractors who are already
doing well. Some training programs are project-based - i.e.
linked to a specific development on a specific site, while
others are classroom based. Some institutions charge fees,
others do not. However, the number of firms currently
benefitting from training is very limited.

F. Proposals
The report proposes three principal interventions.

1. Increasing the availability and scope of traxning courses
and the developmentc of traxnxng materials. One of the
objectives would be to increase the training opportunities
presented by USAID financed housing developments, and thereby
give the contractors more on-the-job training. Criteria for
participation in the program and designatxon of agencies to
conduct the training would be determined by a project committee
on which small contractors and VAID would be represented.

it .
2. Establishment of a bridging finance fund. The nature and
operational system for this fund are to be determined after
further studies of the reasons for the problems facing existing
funds. The potential for a mutual quaranty (e.g. Grameen Bank)
system will be explored. .

3. Strengthening,and unifying the small contractors
associatioas and creating an environment in which small
contractors can flourish. As part of the latter, the aim would
be to make contract packages smaller, giving them more :
oppggtunxties as hous1ng developers (as opposed to builders as
suc




1. Introduction

This report is based upon the author's field visit to South
Africa from January 13 - January 25, 1992. The first week was
spent in Johannesburg and the second was divided between Cape
Town and Durban. The study was focussed or. four aspects:

1.1 The organization of the building industry and the role
played by small contractors within it.

1.2 The constraints that adversely affect the performance of
small contractors.

1.3 The training and technical/managerial assistance needs of
the small contractors as perceived by themselves and those whom
they work for.

1.4 The sources and nature of training available to meet these
needs.

2. Background

The construction industry is a major sector in all economies,
noted for the fact that it can absorb large numbers of unskilled
and semi-skilled workers. In South Africa it has-the second
lowest cost of job formation, after community services, and has
been the fastest growing sector in the economy (DBSA, 1991).
Furthermore, the labor intensive characteristic of construction
makes it easy for entrepreneurs to establish themsc¢. ves in
business at a low cost.

However, the small scale building contractors, although playing

an essential part in the economy as service providers as well as
employers, have encountered many problems, and the failure rate

of small firms has been high.

This failure td thrive has meant that they cannot establish ‘ ' )
themselves and compete with larger firms, so the industry is

split between a few very large firms and a very large numher of

small ones, and very few in between.

This characteristic pattern has been observed in other countries
in the region and, even under independent governments with an
avowed aim of helping small busznesses, the sector has not
flourished. o .

- . . ?§’7 .
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In observing this phenomenon, RHUDO has diagnosed the problem as
being a lack of managerial skills, rather than building skills
which, if enhanced, could allow small contractors to improve
their performance and grow. Training and technical assistance
programs to address this issue have been developed for Swaziland
and Zimbabwe, and are planned for Botswana. -
In llght of this, and as part of USAID and RHUDO's overall
housing and urban development program, it was decided to exam;ne
the conditions under which small scale contractors operate in
South Africa, their performance and existing training facilities.

3. T : ! £ the buildi i ndust
3.1 The proportion of small to large firms

The last census of the building industry, conducted in 1985,
showed that 75.3% of the 13,451 firms recorded employed less

* than 20 persons, and that 45% of these small firms were
sub-contractors.

These figures are already six years out of date and it is very
likely that the recent recession, combined with political
circumstances which enable an increased economic role for blacks
in South Africa, has led to an increase in the number of black.
owned f£irms, which implies an incressed number of small fxrn: )
~In addition it is considered tha* there hac been a rapid ’
increase in unregistered firms (i.e. ones that have not formally
registered with the Government, as they are legally required to
do), most of which would be very small - i.e. employing between
one and five persons. As evidence of the proportion of
registered to unregistered firms a survey in the Cape Province
showed that 68.8% of the firms working on housing projects were
unteq1ste.ed.' By pro:ectlng the rate of increase in
construction ‘Firms since 1985, and assuming the number of
unregistered. smali firms is equal to the registered small fltms,
we can estimate. that there are about 13,000 small contractors in
total in South: A£¢1ca, the great majority of which would be
black owned.fcj

The small fixms .are typically owned by a bricklayer or. carpenter
- .unlez¥ tho': ire a specialist subcontractor such as a plumber
or elecfriﬁi.n. ‘They were usually started by the owner after he
had gaiwed w“xperience with one of the large white contractors
and eithet decided to leave to make more money, or was declared
redundant. There are exceptions to this pattern, though these

. jare numef.cally small., First, there are contracto:s that are
run by busines%people who do not come from within the o
construction sector; secondly there are those who have had an

.-academic or ptofessional training in the construction sector.



For the most part, however, the small firms are run by people
with less than ten years of schooling; a few are completely
illiterate, and many face very real difficulties due to their
low level of 11teracy and numeracy.

3.3 Regulatory Framework -

For reasons that will become apparent below, the major1ty of
small firms are not registered, and thus accurate statistics
about them are difficult to obtain. Based on one sample, the
average life of such firms is less than 3 years: it is therefore
very difficult to know how many there are. However, for those
that are registered and therefore fzgure in the statistics,
registration implies four things.

3.3.1 The firm has higher labor costs. This is caused by two
requlations:

- They must pay the statutory minimum wages. In the case
of a bricklayer this is about R5 per hour; for a laborex
R3 and a foreman R7. These are considerably higher than
those prevailing in the non-regulated sector.

- The firm is not allowed to use labor that has not
passed trade tests for "skilled"” work. Because of this,
unregistered contractors can undercut registered
contractors, as the market rate for semi-skilled
tradesman, who are sufficiently skilled for simple house
building, is well below the minimum wage.

3.3.2 Under the regulations, training of manpower cannot be
undertaken on the job, as trade unions insist upon proper
certification and testing, which are done in formal sector
training institutions. y

3.3.3 Registration must be done within one week of starting
operations, and all contractors and sub-contractors - no matter
how small - are required by law to do so. Each firm must be
registered with the Industrial Council, the Unemployed Insurance
Commissioner and the Workmen's Compensation Commissioner. When
registering they must lodge a deposit with the Industrial
Council to cover liabilities in the event of insolvency
sufficient to cover two weeks' wages. The minimum size of the
deposit'is R500. The employer also has to make weekly
contributions in respect of holiday, leave, pension sick and
death benefits, These add about 12% to the minimum wage. The

‘payments are made to the Industrial Council.

3.3.4 A firm with(an annual turnover of more than Ri00,000 has
to register with the Value Added Tax (VAT) authorities. This
enables it to obtain rebates of the VAT (currently 10%) on
inputs. Thus, small firms are charged VAT on their materials

- whereas larger firms (provided they are registered) can get

their VAT tefunded. J
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3.4 The Trade Associations

The zpex organization of the building industry is the Building
Industry Federation of South Africa (BIFSA), and within the
building (as opposed to civil engineering contracting) sector
the Master Builders Association. As these represent the
interests of the large contractors, there has been a ~
proliferation of bodies representing small contractors.

3.4.1 The Small Contractors Association

This is based in Cape Town, and has a fairly small membership of
contractors of all races. Its chief aim is to fight for the
deregulation of the industry which, as currently constituted,
discriminates against small contractors. Chief among its
targets is BIFSA, but they are also actively lobbying for more
appropriate regulations directly with the Government.

3.4.2 African Builders Association (ABA)

This is one of the two major associations for black builders,
and is. associated with the Foundation for African Business and
Consumer Services (FABCOS).

3.4.3 National 2frican Federation of Building Industries (NAFBI)

This is the other major association, and falls under the
National African Federated Chambers of Commerce (NAFCOC).

3.4.4 Sowets Builders and Developers Forum (SBDF)

Although not yet national in scope, this one plans to go
national under the name Southern Africa Builders and Developers
Forum,

3.4.5 In addition to the above, ABA and NAFBI have local
branches throughout the country.

3.4.6 In order to coordinate these parties and present a common
front, Small Builders Fora have been created by interested
parties in both Johannesburg and Cape Town. These are still in
their infancy. i

4. chs:xaints

The small scale of the majority of black firms places them in a
very disadvantageous position relative to larger ones in some
impottant ‘respects.

4.1 Building Materials

t

" 4,1.1 - Because their turnover is low, they cannot qet building
: ;mater1als at wholesale prices.
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4.1.2 Because they cannot afford to own their own trucks or
pick-ups, they have to pay at inflated prices for transport of
the materials to the site.

" 4.1.3 Because they are not registered with the VAT authorities,
o they have to pay 10% VAT on all their materials. -

4.1. 4 Because they lack bank guarantees or other credit
references, they have to pay cash for their materials, instead
of obtalnlng the 60 or 90 days credit enjoyed by large firms.

4.2 Eznangg

4.2.1 u:ldgzng Finance

The term "Bridging Finance” is usually used to refer to finance
required to meet the cash flows during the 1mp1ementat10n of a
contract. The finance is usually rolled over several times
during the contract period which is typically abocut six months.

Various schemes exist to cover the need for bridging finance,
but some of these loauns are considered virtually unobtainable by
small contractors due tc the conditions and procedures. The
complaints are either in terms of the delay in processing, the
interference in the management of the contract, or securities
required. The best known schemes for this are the IEM fund
administered by Entrepreneurial Development (Southern Africa)
(EDSA), the KwaZulu Finance Trust (KFT) and the Small Business
Development Corporation (SBDC).  Whatever the reasons, the

. numbers of beneficiaries appears to be small. For example the
Cape Town office of the SBDC makes only 4 - 6 loans per month of
about R25,000 each: a tota) exposure of about R500,000. (This
is not due to a shortage ot capital to lend for example, the
I§¥lfung administered by EDSA has capztal in excess of R1l.5

m ion

4.2.2_ Petforménce Guatantees

Formal contracts usually require that contractors provide a
surety to the value of 10% of the work with the employer that
can be called in case of default. Large contractors can
typically obtain these at a nominal cost from their banks or
insurance companies, but the lack of fixed assets and banking
history in the case of small contractors make these securities
virtually impossible to obtain. This effectively prnvents them

-, from’ obtaining formal sector larger contracts.

4'2 3 Tender Deposits . ' » b
,-)ﬂ ¢ \/
.Though a minor expense, requirements that concractors deposit
R150 or similar amounts in order to obtain tender documents“ih
‘,another hurdle that they must face. \

| . 4.3 The Nature of the Contracts , I




4.3.1 Size

Contracts are often parcelled into units that are too large for
small contractors to handle (for example 100 housing units, as

* compared to 5 units), even though they would be well suited to
the work of building small houses. This is true of building
contracts per se, as well as tenders for the purchase of land
for re-sale in housing developments.

4.3.2 Format

Documentation of the contracts, espu«.’ ally Sovernment contracts,
is very complex even when.the work is of a straightfcrward
nature. Some Departments .0f Government issne tender documents
only in Afrikaans, a‘language in which most small contractors
are not proficient. ‘

5. Summary: the present situation
»u 5.1 The limiting factors
5.1.1 Contractors are locked into a subservient role

- The constraints listed above combine to make it very difficult
for small black contractors to compete on the open market with
larger firms. As a result of this, a symbiotic relationship has
developed between the large, white contractors .and the small
black ones. Under this relationship the large contractors
compete with each other under open tendering systems, but the
actual work is done very largely by black sub-contractors. 1In
one hcusing project there could be as many as 50 or 100
sub-contractors working for a single main contractor. According
to the census of construction, in 1985 - the latest year for
which figures are available ~ 45% of the gross output of the
1ndu=try was subcon.racted._ It is c.usidered that today's
figure 'is about 50%. . ’

The advantage for the main contractor i3 that:

- the problem of the direct management of labor is.
avoided, and

- money is saved becausa? sub-contractors are usually not
registered and, therefore, pay their labor below market
rates. This enables them to give the main contractor a
product at a cheaper price than could otherwise be built.
Though it is illegal for the main contractor to employ
non-registered sub-contractors, this practice is very
common, So some officials must be turning a blind eye to
the practxce.

The advantage, to the sub-contractor is that there is a
comparatively steady source of employment, regular payments and

e
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aajlihited degree of technical assistance.

ﬁowever, the sub-contractors complain that the relationship is
not an equal one: they get underpaid, they do not get
compensated for delays beyond their control (e.g. materials
snortages) and have no recourse in the case of a dispuge.
5.1.2 The lack oﬁ an alternative market

The lack of capitalization of small contractors is partly due to

_.~ : the lack: of opportunities for them to do the snrt of work for

which they are best suited: building one-off hbuses for middle
income perscns in the black townships. This market is currently
very. depxessed as a result of a shortage of long term finance
caused, in turn, by histories of rent and bond repayment
strikes. Until confidence is restored in this market on the
part of the housing finance institutions, it will remain
depressed, but immediately thereafter there will be massive
demand. Small contractors should be poised to provide the
service as required and, if so, will be able to provide an
important and renumerative service.

5.2 The vositive aspects
Small contractors have two important advantages:

! 5.2.1 Low 1rcome communities frequently insist that local black
' contracturs should be used for all work within their
neighborhood. This is a comparatively new phenomenon, and has

' been recognized by Government and Local Authorities. Today there
is a conscious effort to get the local community to support any
new developments and to ensure that local contracting skills and
.labor are used on the work. Unfortunately, although this effort
is being made, conditions of contract, etc., have not been ‘
-adjusted to suit the conditions, and many projects are therefore
-at a stalemate.

/:"

5.2.2 By mostly bezng unregqulated and un-unionized. black
contractors can undercut white contractors, thereby prov1d1ng a
low cost service when employed as subcontractors.

All interviewed agreed that the managerial performance of small
contractors has been poor hitherto, and this undoubtedly’ partly

. explains their failure tc thrive. 1In addition to the problems
“concerning finance referred to above, the causes of this poor
‘performance have been ascribed to a lack of sk1lls in areas such
as:
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6.1 Estimating and materials scheduling skills

The basic skills which allow the contractor to estimate his
price accurately are almost completely lacking among the small
contractors. Accordingly, they estimate on the basis of the
cost of their previous job, or rates that friends and colleagues
have been paid. If they price too low they lose money on the
work and default before completion (or lose what little money of
their own that they had in the business), while high rates mean
that they do not get the work at all.

6.2 Programming

Poor programming increases costs, through poor synchronization
of inputs. For example, labor stands idle because materials are
not available on the site when required, trades work in
competition with each cther on the same part of the building,
and excessive labor is used on the work. The net result of this
is to cause late completion of the job and incrnased costs.

6.3 Business Methods

A lack of methodology in business administration, such as little
or no bookkeeping, and poor record keeping concerning stores
inventories, labor hours, etc; combined with a state of mind
that treats building as a craft rather than a business, typify
the small contractors.

it



ANNEX

SHELTER AND URBAN DEVELOPMENT SUPPORT PRUJECT
SUMMARY OF TRAINING, INFORMATION EXCHANGE AND RESEARCH

PROJECT COMPONENT

NUMBER OF PARTICIPANTS

FY92 FY93

FY94

| COST/PARTICIPANT

FY 92
F155 |¢10% inc. FY93-95)

ssassccscesssnceancsnussance sessccscacstsetsassnsecnccccccsaccanacnannasane cecmcscne

1. CBO CAPACITY |
BLDG
1. CBO DEVEL.
MGMT CAPACITY
8. workshops
b. regional semrs
. ¢. obierv, tours

2. COMM DEVEL. ADVSRS
8. course

3. HOME OWNEZRSHP
EDUCATION
a. advisor trng
b, observ, tours

11. ASST BLACK CONSTRCIN.
ENTERPRISES
a. training
b. interntl. conf.

111. BRIDGING & SHORT
TERM FINANCE
1. BRIDGING FINANCE
2. HOME FINANCE
a, observ, tours
b. internatl conf

IV. LONG TERM FINANCE
1. LEVERAGING FINCE
2. ENTRY TO LOJ INCOME
MARKET
; 2, seminar
o b. observ. tour

V. POLICY AND INSTITUTNL
DEVELOPMENT
1. POLICY FORMULATN
8. workshops
b, observ. tours
¢. interntl conf.

"2, SUPPORT FOR POLICY
PROCESS

. 3. TRAINING
" a..urban mgmt trng
in SA
b, observ. tours. .
¢. academic trng - US (MA)
‘d. academic trng - SA (BA)

50 300
100
10

20

25 50

50

100

20
5
20

300
100
10

20

300

a0
10
50

300
100
10 |

20

30

50

10
50

320

300
20
15
50

150
400
10000

1500

500
10000

500
1500

10000
1500

400
10000

400
10000
1500

200

10000 -

55000
6000




SHELTER AND URBAN DEVSLOPMENT SUPPORT PROJECT

SUMMARY OF TRAINING, INFORMATION EXCHANGE AND RESEARCH
ANNUAL COSTS

PROJECT COMPONENT

FUNDING
SOURCE

FY92

ANRUAL COSTS

FY95

TOTAL
casT

esessscccccas cscsesensancana esesscecsseacssnsscrnassssussconananns essccacsscassassanasana smecccaaa ve scacacmen

1. CBO CAPACITY
BLDG
1. CBO DEVEL.
MGMT CAPACITY
a. workshops
b. regionsl semrs
c. observ. tours

2. COMM DEVEL. ADVSRS
a. course

3. HOME OWNERSHP
EDUCATION
a. advisor trng
b. observ. tours

11. ASST BLACK CONSTRCTN.
ENTERPRISES
8. training
b. faterntt. conf,

Documentation

111. BRIDGING & SHORT
TERM FINANCE
1. BRIDGING FINANCE
2. HOME FINANCE
a. observ, tours
" b. internatl conf

1V. LONG TERM FINANCE
© 1. LEVERAGING FINCE

- 2. ENTRY TO LOW INCOME
MARKET '
3. seminar
b. observ, tour

V. POLICY AND INSTITUTNL
: DEVELOPMENT
1. POLICY FORMULATN

8. workshops

b, observ, tours

c. interntl conf.

2. SUPPORT FOR POLICY
PROCESS

3. TRAINING

" @, urban mgmt_trng

v inSA

" b. observ, tours,

e gy geademie teng - US - (MA)
. .d. academic trng = SA (BA)

ocumentation

SuDS
SubS
EDUC

EDUC

Suos
EDUC

Suos
EDUC

SUDS

EDUS
EDL ¢

Subs
EDUC

SuDs
EDU!
SUDS-

INCRM

INCRM - |

EDUC

Suos

22,500

12,500

20,000

50,000

FY93 FY94
49,500 54,450
4s,000 48,400
110,000 121,000
33,000 36,300
16,500 18, 150
55,000 60,500
27,500 30,250

0 90,750
20,000 20,000
110,000 121,000
82,500 0

8,800 9,680
55,000 60,500
70,400 154,880

275,000 302,500

0 90,750

200,000 200,000

. 22,000, - 72,600

220,000 242,000
- 302,500 -~ 645,500 -

°132,000 363,000

20,000 . 20,000

59,850
53,200
133,000

39,900

19,950

33,250

20,000

133,000
99,750

66,500

170,240
332,500
99,750

200,000

79,800

266,000

1,097,250 -

399,000

20,000

186,300
145,600
364,000

109,200

54,600
115,500

103,500
90,750

80,000

414,000
182,250

18,480
182,000

395,520 -

910,000
190,500

650,000

174,400

728,000

2,065,250 - -

894,000

" 80,000




l
V1. SECTORAL STUDIES, INTER-|PDES | 150,000 250,000 250,000 250,000 | 900,000

DONOR RESEARCH | | |
VII. TOTAL COST ] | 325,000 2,103,700 3,032,210 3,572,940 | 9,033,850

FUNDING SOURCE TOTALS:

Suos $1,428,900 -
MISSION EDUCATION PORTFOLIO $5,326,950
INCREMENTAL FUNDING $1,378,000
PO&S $900,000

9033850




5C(1) = COUNTRY CHECKLIST

Listed below are statutory criteria
applicable to the eligibility of countries to
receive the following categories of assistance:
(A) both Development Assistance and Economic
Support Funds; (B) Development Assistance
funds only; or (C) Economic Support Funds
only.

A. COUNTRY ELIGIBILITY CRITERIA APPLICABLE TO
BOTH DEVELOPMENT ASSISTANCE AND ECONOMIC
SUPPORT FUND ASSISTANCE

1. Narcotics

a. Negative certification (FY
1991 Appropriations Act Sec. 559(b)): Has
the President certified to the Congress
that the government of the recipient
country is failing to take adequate
measures to prevent narcotic diugs or
other controlled substances which are
cultivated, produced or processed
illicitly, in whole or in part, in such
country or transported through such
country, from being sold illegally within
the jurisdiction of such country to United
States G vernment personnel or their
dependents or from entering the United
States unlawfully? No

b. Positive certification (FAA
Sec. 481(h)). (This provision applies to
assistance of any kind provided by grant,
sale, loan, lease, credit, guaranty, or
insurance, except assistance from the
Child survival Fund or relating to
international narcotics control, disaster
and refugee relief, narcotics education
and awareness, or the provision of food or
medicine.) If the recipient is a "major
illicit drug producing country" (defined
as ‘a country producing during a fiscal

year at least five metric tons of opium or

500 metric tons of coca or marijuana) or a
. "major drug-transit country" (defined as a
. country that is a significant direct

ANNEX J
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‘source of illicit drugs significantly
affecting the United States, through which
such drugs are transported, or through
which significant sums of drug-related
profits are laundered with the knowledge
or complicity of the government):

(1) dQoes the country have
in place a bilateral narcotics agreement
with the United States, or a multilateral
narcotics agreement?

(2) has the President in
the March 1 International Narcotics
Control Strategy Report (INSCR) determined
and certified to the Congress (without
Congressional enactment, within 45 days of
continuous session, of a resolution

disapproving such a certification), or has.

the President determined and certified to
the Congress on any other date (with
enactment by Congress of a resolution
approving such certification), that (a)
during the previous year the country has
cooperated fully with the United States or
taken adequate steps on its own to satisfy
the goals agreed to in a bilateral
narcotics agreement with the United States
or in a multilateral agreement, to prevent
illicit drugs produced or processed in or
transported through such country from
being transported into the United States,
to prevent and punish drug profit
laundering in the country, and to prevent
and punish bribery and other forms of
public corruption which facilitate
production or shipment of illicit drugs or
discourage prosecution of such acts, or
that (b) the vital national interests of
the United States require the provision of
such assistance? N/A

c. Government Policy (1986
Anti-Drug Abuse Act of 1986 Sec. 2013(b}).
(This section applies to the same
categories of assistance subject to the
restrictions in FAA Sec. 481(h), above.)
If recipient country is a "major illicit
drug producing country" or "major
drug-transit country" (as defined for the
purposa of FAA Sec 481(h)), has the
President submitted a report to Congress
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listing such country as one: (a) which,
as a matter of government policy,
encourages or facilitates the production
or distribution of illicit drugs; (b) in
which any senior official of the
government engages in, encourages, or
facilitates the production or distribution
of illegal drugs; (c) in which any member
of a U.S. Government agency has suffered

or been threatened with violence inflicted ;

by or with the complicity of any :
government officer; or (d) which falls to
provide reasonable cooperation to lawful
activities of U.S. drug enforcement
agents, unless the President has provided
the required certification to Congress
pertaining to U.S. national interests and
the drug control and criminal prosecution
efforts of that country? NJ/A

2. Indebtedness to U.8. citizens
(FAA Sec. 620(c): If assistance is to a
government, is the government indebted to
any U.S. citizen for goods or services
furnished or ordered where: (a) such
citizen has exhausted available legal

" remedies, (b) the debt is not denied or

contested by such government, or (c) the
indebtedness arises under an unconditional

'guaranty of payment given by such

government. or controlled entity? N/A

3. BSeiszure of U.8. Property (FAA
Sec. 620(e)(1)): If assistance is to a
government, has it {including any :
government agencies or subdivisions) ‘taken
any action which has the effect of
nationalizing, expropriating, or otherwise
seizing ownership or control of property
of U.S. citizens or entities beneficially
owned by them without taking steps to

.discharge its obligations toward such
‘citizens or entities? N/A

4. Communist’countries (FAA Secs.
620(a), 620(f), 62CD; FY 1991 '
Appropriations Act Secs. 512, 545): la:
recipient country a COmmunist country? If
so, has the President: (a) determined

that assistance to the country is vital to"

the security of the United States, that
the recipient country is not controlled by
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the internmational Communist conspiracy,
and that such assistance will further
promote thz independence of the recipient
country from international communism, or
(b) removed a country from applxcable
restrictions on assistance to communist
countrieg upon a determination and report
to Congress that such action is important
to the national interest of the United
States? Will assistance be provided
either directly or indirectly to Angola,
Cambodia, Cuba, Iraq, Libya, Vietnam, Iran
or Syria? Will assistance be provided to
Afghanistan without a certification, or
will assistance be provided inside
Afghanistan through the Soviet-controlled
government of Afghanistan? No

S. Mobd Action (FAA Sec. 620(3)):
Has the country permitted, or failed to
take adequate measures to prevent, damage
or destruction by mob action of U.S.
property? No

. 8. OPIC Investment Guaranty (FAA
Sec. 620(1)): Has the country failed to
enter into an investment gquaranty
agreement with OPIC? N/A (assizgtance is
not to.South Atrican Government)

7. 8Seizure of U.S8. rishing vessels
(FAA Sec. 620(o); Fishermen's Protective
Act of 1967 (as amended) Sec. 5): - (a) Has
the country seized, or imposed any penalty
or sanction against, any U.S, fishing
vessel because of fishing activities in -
internatisnal waters? (b) If so, has any Y
deduction required by the Pisharmen's : N
Protective Act been made? No'{ . :

8. Loan Default (FAA Sec. szo(q),

" FY 1991 Appropriations Act Sec. 518

(Brooke Amendment)): (a) Has the

government of the recipient country been
“ in default for more than six months on

interest or principal of any loan to the:
country under the FAA? ({b) Hiis the

country been in default for mdre than one //
year on interest or principal on any U.S. e

‘loan under a program for which the FY 1990

Appropriations Act appropriatns funds?
a) No; b) No 8 ,
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9. Military Equipment (FAA Sec.
620(s)): If contemplated assistance is
development loan or to come from Ecdnomic
Support Fund, has the Administrator taken
into account the percentage of the
country's budget and amount of the
country®'s foreign exchange or other
resaurces spent on miiitary equipment?
{Reference may be made to the annual
»Taking Into Consideration® memo: “Yes,
taken into account by the Administrator at
time of approval of Agency OYB."™ This .
approval by the Administrator of the
Operational Year Budget can be the basis
for an affirmative answer during the
fiscal year unless significant changes in
circumstances occur.) N/A

10. Diplomatic kKelations with U.B.
(FAA Sec. 620(t)): Has the country
severed diplomatic relations with the
United States?¢ If so, have relations been
resumed and have new bilateral assistance
agreements been negotiated and entered
into since such resumption? ¥o

11. U.N. Obligations (FAA Sec.
620(u)): What is the payment status of
the country's U.N. obligations? If the
country is in arrears, were such
arrearages taken into account by the
A.I.D. Administrator in determining the -
current A.I.D. Operational Year Budget?
(Reference may be made to the "Taking into
Consideration®” memo.) While 8outh Afica
has Deen deprived of its UN vote Decause
of arrearages this was takXen into
consideration by the Administrator in
approving the Agency 0YB.

.12, ZInternational Terrorisa

a. Sanctuary and support (FY
1991 Appropriatlons Act Sec. 536; FAA
Sec. 620A): Has the country been
determined by the President to: (a) grant
sanctuary from prosecution :to any
individual or group which has committed an
act of international terrorism, or :
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(b) otherwise support international
terrorism, unless the President has waived
this restriction on grounds of national
security or fcr humanitarian reasons?

a) ¥o; b) Ko

b. Airport Becurity (ISDCA of
1985 Sec. 552(d). Has the Secretary of |
State determined that the country is a
high terrorist threat country after the
Secretary of Transportation has _
determined, pursuant to section 1115(e) (2)
of the Federal Aviation Act of 1958, that
an airport in the country does not
maintain and administer effective security
measures? No

13. Discrimination (FAA Sec.
€666(b)): Does the country object, on the
basis of race, religion, natiznal origin
or sex, tc the presence of any officer or
employee of the U.S. who is present in
such country to carry out economic
development programs under the FAA? Mo

14. ¥uclear Technoleogy (FAA Secs.
669, 670): Has the country, after August
3, 1977, delivered to any other country or
received nuclear enrichment or
reprocessing equipment, materials, or
technology, without specified arrangements
or safeqguards, and without special

-,. certitication by the President? Has it

transferred a nuclear explosive device to

" a non-nuclear weapon state, or if such a

state, either received or detonated a
nuclear explosive device? If the country
is a non-nuclear weapon state, has it, on
or after August 8, 1985, expcrted (or
attempted to export) illsgally from the
United States any material, equipment, or
technology which would contribute
significantly to the ability of a country

~ to manufacture a nuclear exploscive device?

(FAA Sec. $20E permits a special waiver of
Sec. 669 for Pakistan.) Mo

1S. Algiers Neeting (ISDCA of 1981,
Sec. 720): Was the country repressnted at
the Meeting of Ministers of Foreign
Affairs and Heads of Delegations of the
Non-Aligned Countries to the 36th General

]
' ]

|03
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Assembly of the U.N. on Sept. 25 and 28,

1981, and did it fail to disassociate
itself from the communique issued? If so,
k1s the President taken it into account?
(Reference may be made to the "Taking into
Consideration® memo.) No

16. Military Coup (FY 1991
Appropriations Act Sec. 513): Has the
duly elected Head of Government of the
country been deposed by military coup or
decree? If assistance has been
terminated, has the President notified
Congress that a democratically elected
governmunt has taken office prior to the
resumption of assistance? N/A

17. Refugee Cooperation (FY 1991
Appropriations Act Sec. 539): Does the
recipient country fully cocoperate with the
international refugee assistance 4
organizations, the United States, and
other governments in facilitating lasting
solutions to refugee situations, including
resettlement without respect to race, sex, M
religion, or national origin? Discussions
are underway with the South African
Government to allow the United Nations
Eigh Commission for Refugees to broaden
“its mandate to include lo::nbiqu.
refugees.

18. txploitntian of Children (FY
1991 Appropriations Act Sec. 599D,
amending FAA Sec. 116): Does the
recipient government fail to take
appropriate and adequate measures, within
its means, to protect children from
exploitation, abuse or forced conscription
into :ilitary or paramilitary services?
Yes

COUNTRY ELIGIBILITY CRITERIA APPLICABLE
ONLY TO DEVELOPMENT. ASSISTANCE ("DA")
: i

1. Numan Rights violatioms (FAA Sec.
116): Has the Department of state
determined that this government has




engaged in a consistent pattern of gross
violations of intsrnaticnally recognized
husan rights? If 8o, can it be
deaonstratod that contesplated assistance
vill directly benerit the meedy? No

: 2. Adortioas (FY 199 riations
Act Sec. 538):  Ras the President _
certified that use of DA funds by this
coun would vielate any of the
prohibitions against use of funds to pay
for the performance of abortions as &
»ethod ©of family planning, to motivats or
cosrce &ny person to practice adortions,
to pay for the performancs of inveluntary
smluté:n as & uthmdtmly
planning, coerce or s any
tinancial incentive to any person to

und sterilisations, to pay for any
biomedical research which relates, in
vhole eor in part, to methods of, or the
perforaance of, abortions or inveluntary
sterilization as & means of family '
planning? Me

€. COURTRY ELIGCIBILITY CRITERIA APPLICABLE
ONLY TO ECONOMIC SUPPORT FUNDS ("EST")

Zuman Righte Vielatieas (raa Sec.

.3028): Has it been determined that the

country has engaged in a consistent

g&tecm of gross violations of

nternationally recognited human rights?

If 80, has the President found that the

country made such significant improvement
_.in its human rights record that furnishing
~ such assistance is in the U.S5. national
interest? B®e

R
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ANNEX J

SC(2) - ASSISTANCE CYBCXLIST

Listed Delow are statutery cTiteria
applicable to the assistance Tesources
the=selves, rather tlan to the eligitility cf a
countTy to Tecaive assistance. This secticn is
divided into three parts. Fart A includes
criteria applicadle 0 deth Develcpaent
Assistance and Iccnheaic Suppert Fund rescusces.
Part B includes criteria applicadle cnly 22
Cevelcpzent Assistance ressurces. Part €
includes criteria applicatle only o Eeencais
Suppert Munds. .

CRCSS REFERINCE: IS COUNTRY CHECXLIST U2 70 431

TATE?

A. CRITIRIA APPLICARLE 70 BOTM DEVELCPMINT
ASSISTANCE AND ICCNCMIC SUPPCRT FUNDS

1. Xest Couatly Developneat 22fexts
(FAA Sec. €01(a)): 2Infermaticn and xR
cenclusions cn wvhetler assistance vill
enccurage effsris cf e country teo:
{a} increase the flov cf internatienal
tzade; (D) fester private {nitiative and
cezpetition; () encourage develepsent and
use ¢f cacperatives, credit unions, and
savings and lcan associatiens; .
(d) disesurage zcnepolistic practices; (e)
izprave technical efficiency of indus:ry,
agricualture, and cczzerce; and (£)
strengrhen free laber uniens.

‘2. U.8. Yrivate Trade and Iavestaeat
(FAA Sec. 6€21{2)): 1Inferzatien ang

canclusiens on Rev atsiatance vwill U.S. private corzanies wii)
encsurage U.S. private tzade and " 5e tnvited o suImit sripesals

. investzant aXrcad and encourage private €ar previging technical .
V.S. pagticipatien ia foreign assistanse services fer tre Pragram

sregrass (ineluding use of private tlade

channels and tte sesvises 82 U.S. private

ensazseiee ., '
creast,

3
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3. Coagressiczal ¥otigicatien

a. Gazeral Teguiramexnt (FY 1591
Apprepriaticns Act Secs. £23 and 891;
FAA Sec. §34A): I¢ zcney is t2 de
ckiigated fer an activity nct previcusly
Sustified o Congress, cT fer an azeunt in
excess ¢ amcunt previcusly Sustilied o
CangTess, has Cingress daen ;::;c:ly
netified (tnless the netificazicen
Teguirezent Ras bSeen vaived decatse cf
subsantial risk @5 human Realth er
welfare)?

- ¥etice of =av acesuat
edligatiea (¥Y 1552 ApSropriaticns AcT
Sec. 314): If funds ate Seing =blz;n
under an apprepriaticn acesunt 3 »‘;:n
.“cy vere net agprsyriated, has e

zesident consulzed wizh a"d srevided a
6r:tt!ﬂ sustificazicn T the hcu:o and
Sezaze A--:-;r:l::crs Csz=jiztees and \ns
such edligate ﬂ teen suliecT 0 Tegul
netificatis occd"xls’

caca -—aw

c. Cash trazsfers axd

;ta:oct secter assiatance (FY 1591
A,;::;:'a cns Azt Sec. 87 5(‘)(3))
finds aze 2 ‘n zade nva;lab’ in'th c fers
€l cash transfer cr nonproiect sec:l L
ass.s.aacc. “ll the Congressicral actice
included a detniled desaTiption cf how
finds vxll te ks.ﬂ. vith a discussien cf
v.§. nterest s,.a bo sttvcd and a

:csc::; ien :: any ecsnac=ic peelicy
Telsrss I3 ke :'*-“:cﬁ?
\“s

4. Iragizeerizg aznd Pizazeial ?lazs
(FAA Sec. €11(h)): Priszrz to an =hiizatisn
<h excess cf §23D,0C0, vx’l these e {3)
eigireering, firmancial er sther plans
TeCassary to carry out the assistance; and

(3) » rnaiezably 2ira estizate cf tne’cest

on eng
%3 2he C.8. 22 ¢

ke assistanse?

LR chiszl ive Agtisy (FAA sel.
£0002, 300y I Tesimliative sstiirois
rezuired within secipient cdknory wish
Tegpect T an shlijactisn in excess &
§500.500, wmat i3 the Basis fav 2
TeRsInaie expeld=atian At suad aftticn

D e Bt shan Lotb D Tob 25 LN

.

YES

N/}

N/A

Y N/A

o
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vill bde cczpleted in tize t2 peniit
crdesly acsszplishzent cf the purpese of .
the assiszance? NO

6. Watar Rasocuzces (FAA Sec. 611(®);
FY 1951 Apprepriaticns Act See. 831): 1f N/A
projecs is for wvatexr or vater-related land
sescurce csnstructicn, Rave benefits and
ccstS deen cozputed TD the extent
practicadtle in accserdance with e
grinciples, standards, and procedures
estadlished Purstant o the VWater
Rescurces Planning Act {42 U.S.C. 1962, o3
se3.)? (See A.I.D. Ean d:acx 3 fex

7. Cash Trassfar azd BectsT
Assistaace (FY 1551 Appospriaticns Act
Sec. S7S(2}): Will cash transfer cr
NENSTOjEcT sSecisT assistance e zaintained N/A
in a segarate acszunt and net csz=ingled
with cther funds ("-‘ess SUCh TeguiTedents
are \a:vcd by c:rq'oss~cra1 netice fer
RENproject secisr assise ance)?

8. Cxpital Assistazce (FAA Sec.
§ille)): 32 ,:--cc: is capital lss.stanc-
(e.3,., censtructicn), and te2al QLS. N/A
assiszance o i: will exceed $§1 -illicn.
has Missien Direcacr cc:ti:~ed and

Regic=al Assistant Adainistrater takeh
ints censideratisn %Ne ccunt‘y‘s

rananilieyw < =gintain .:a utilize e
Froject effectively?

1

9.. xultip;a Countly Objectives (FAA .
Sec. 83i1(a)): Infermatisn and esnclusicns N
cn whecher prodectn vill enciurage effcrss v
ef *he csuntTy o: (a) incsease the tlcv N/A
(34 ..:c.“at.cnal Tade; (B) fcoster private
initiative and cc:;ctitzc.: (¢) encsirage
develzgzent and use ¢f c-:;--a.zvos. .
credis uniens, and savings and lean . ) -
asscciations; (4) discsurage zencpelistic N
Scacztiles: (e) iapTave technical

efl.ziency 8¢ industry, x,.:::.:::n an
coomerse; and (f) sirensinen ftee labse
ELSREF N i
. i
i
Ji
\f
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10. U.8. Private Trade (FAA Sec.
601(>)): Infer=aticn and conclusicns on
hew project will encourage U.S. private
trade and investaent atrcad and encourage
private U.S. parzicipaticn in fczeign
assistance progra=s (including use of
privare trade channels and the services of
U.S. private enterprise).

11. tocal Cucreacies

3. Recipient Contriduticns
(TAA Secs. 812(%), 636(h)): Cescrite
STerFs Taken tO assure that, %O the saxizu
extent pessille, the counizy is
cenITidbuting lscal cusrencies T Teet Ne
cesT cf ccntractual aad cther services,
and fcreign currencies cwned by he U.S.
are utiliczed in lieu cf dollars.

b. U.8.-Cvzed CQurzexcy (FAA

Sec. 612(4)): Oces the U.S. cwn excess

fcreign curzency c¢f the country and, if

S0, what arTange=ents have been =ade It
s Telease?

C. Sezarates Account (FY 1551
Apprepriaticns Act Sec. 57%5). 17
assiszance is furnished 5 a fecreisn
governzent under arrangesents which-result
in the generaticn cf local currencies:

{1) Xas A.I.D. (a)
reguired that iscal curcencies e
dercsited in a sefarate accsunt
estadlished by the recipient gevernzent,
(=) enzered ind an agreezent viid hat
geverrzent providing the azount cf local
urTencles to de generated and the terss
and cenditicns under which the cuctenclies
so depcsited =ay e utilized, and (o)
estadlished by agreezant tha
respensibilities cf A.I.D. and that
governzent 5 =snitcr and acssunt !
depcsits intd and disturseszents o2
sezaraze agssunt?

U.S. orivate companies will
e invited 9 sudmit
prepcsals for provicing
technical services .ncer ire
Program.

REY -

N/A
i) N/a

{c) N/A

¢ o stmim e --‘.{ﬂ -g”.m‘- Y e R R L et T B WS -,ﬂ-,q'p."us»
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(2) Will such lecal (z2) N/A
currencies, or an aguivalent azcunt of
local currencies, be usad cnly %o carry
cut the purpcses of the DA cr ESF chapters Soe . (
cf wne FAA (depending on vhich chapter is
the scurce c¢f the assisance) or for the
ad=inistrative reguirezents of :the United -

tates Gevernzent?

(3) Has A.I.D. taken all (3) N/A
appropriate steps to ensure that the :
equ.valeﬁ. ¢f local currencies disbursed
fzca the separate acssunt a'n used fcr the
acTeed purpcses?

(4) I¢ assiszance is (&) N/A
terz=inated 5 a countIy, wili any
unencusbered talances ¢f funds rezaining
in a separate aczsunt te dispesed cf for
purpcses agreed o by the reciplent
qcxe---eu- nd the United States
Governzent )

12. Tzade Restrictiocas

a. Bsurplus Ccracdities (FY 1551
Appropriaticns Act Sec. 521(a)): .
assistance is fcr the productien et any N/A
csooedity for expert, is the cozzodity
likely to be in surplus on verld =atXets
at the tize the resulting productive
cagacity becczes operative, and is such
assistance likely to cause substantial
indury to V.S. producers cf the sane,
sizilar or caapeting cezz=odity?

b, “Textiles (lLavtexderg
Azezd=ent) (FY 1551 Apprepriaticns Act
Sec. 521(c)): Will the assistance (except
f2r pregrass in Carittean 3asia Initiative N/A
csuntries under U.S. Tariff Schedule -
*Seczion 807, vhich allovs reduced ’
tariZfs on articles assezbled abrcad {Ieca
J.S.-zade cizpenents) te used directly to
;::: :ze feasitility studlies,

Frefessibilizy studies, or przjest
sroiiles o8 zstential inmvestiment in, T S
2ssist the estaklishzent cf Jacilitles
e szecifically Zdesigned fzr, the sanufaciure
(f £30 expost IS the United States or T2
- thitd csuntry sackets in ditect
cenpetitien with U.S5. experss, ¢f

SHe mm At te cee SWTMS S pPieLATA NI IY T ev s e “r-!"?’.‘-‘?‘“l-‘:"‘.{.?.:m@?f
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texziles, apparel, footvear, hancbags, .
tlac qoods (such as vallets cr cein purses

vern on the perscn), verk glcves eor

lclt\cr vearing appa:cx.}

13. ':epic&l Yorests (FY 1§S1
Apprepriaticns Act Sec. $33(€)(d)): will -
'unds "Sa used fer any prograam, project ¢r N/A
ctivity vhich would (a) result in any
sigai:ican: less cf tzepical fcrests, cor
{>) involve induszrial timber extracticn
in prizary trcpical fcrest areas?

24. PVO Assistazce

a. 2Auditiag azd :oq;st:ltien
(FY 1591 Appropriaticns Act Sec. 537): Iz
assi s.ancc is being =ade availadle to'a
FVO, Ras that crganizatien :::v;dcd upen
:;:e.y reguest any decuszent, f{ile, cr
Teclrd necessary o the a»d...aq )
reguire=onts ¢f A.1.D., dnd is the FVO Will be done at time
registered with A.I.D.? of sub-obligations.

5. Tusding scurces (FY 1591
Appr:;::a::cns Acs, Title 1I, under
heading "rFrivate and veluntary
Ccsanizations™): 2 assistance i's to e
sade t5 a United s:a.es PVO (cther than a
cocperative develcpzent organi SaTioR)e
dces it cbtain at least 20 pe-:en: cf its
«stal annual funding fer international
aciivities frca sources other :han the Yes
Tnited States Gevernzent?

15. Project Agreemant Docusentaticn

Staze Autuc*a.a.;cﬁ Sec. 139 (as
nterpreted by ccnference repert)): Has N/A

n!i.-at cn of the date of signing of the .

Siect agr C!:C\t. including the azcunt ‘
wwclved, been catbled to State L/T and -
A.X.D. LEG within 60 days of tha. v
a;:ot-en:'s entry into fcrce vith 203p¢=.
to the United States, and has the fall

Text cf the agreezent been pouched D

thcse sacte cifizes? (See Handbeosk 3,
Aggendix €5 fsz asreenents :scvered By this

previsisn).

1% 0 b

-
-
-
-
-
.
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16. Metzic Systam (Omnibus Trade and : .
Competitiveness Act cf 1588 Sec. 5164, as : }
interpreted by ccnfersnce repert, asending N/A
Metric Conversicn Act of 197$ Sec. 2, and J
as i=plezanted through A.I.D. pelicy):

Does :he assistance activity use the
setsic systenm ¢f zeasurezent in its
procurezents, grants, and cotler -
business-related activities, excspt to the
exzent that suca use is izprac:ical cr is

ikely to cause significan= inefficiencies
cr lcss of zariets %0 United States firzs?
Are bulk purcieses usually o Se z=ade in
sexrzic, and are cszpcrients, subassextlies,
and se=zi-faktr:cated caterials o be

stecified In sezric uvnits vhen
ecenczically available and technicaliy .
adeqguate? Will A.2X.D. specificazicns use
=etric units c©f zeasure Irca the earliest
prograz=atic stages, and fron the earliest
deccuzentaticn ¢ the assistance precesses

(f=r exaxple, prcject papers) involving
guantifiaklie zeasurezents (length, area,
voluze, capacity, =ass and veight),
thraugh the izplezentation stage?

17. Weozed in Develcpaednt (FY 1551
Apprepriatiens Act, Title II, under
heading "Wezen in Tevelopzent®): -Will
assistance be designed so thaz the - .
percentage of vesen participants vill be YES
dex=cnstrably increased?

8. Regiczal and Multilateral
Assistance (FAA Sec. 209): 1Is assistance
nere efficiently and effeczively provided
thrsugh regional cor =ultilatesal
crzanizaticns? IZ so, vhy is assistance
net so previded? Infeorzation an .
csncliusicns cn vhether assistance will
encourage develcping countries o
cccperate in regional develcpzent N/a -
Pregrass. ~ :

TR URIAS AT TN e A M AS sl Ve A s AR Y P @tz g AT e
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19. Adortions (FY 1991
Appropriations Act, Title II, under
heading "Population, DA,“ and Sec. £2%)s

1. Will assistancs be 2ade
availadle to any organization or program
vhich, as detsrmined by the Presidaernt,
supperts or participates in tha managesent
of a program of coarcive abortion or
involuntary starilization?

b, Will any funds be used to
lobby for abertion?

20. Coocperatives (FAA Sec. 111):
Will assistance help davelcp cocperatives,
aspecially by technical assistance, to
assist rural and ushban peor to help
thezselves tovard a better life?

21. U.8.-Cwvned Yoreiga Currencies
a. Use of curzenciss (FAA Secs.
612({b), 636{Nh); FY 1991 Appropriaticns Act
Secs. 507, 509): Descride steps taken to
assure that, to the zaxizum extant
possible, foreign currencies cwnegd by the
U.S, are utilized {n lieu of deollars to
=eet the cost of contractual and other
services. g

b. Relsares of currercies” (TAA
Sec. €12(2)): Does the U.S. cwvn excess
foreign currency of the country and, i
so, vhat arrangezents have bean zade .for
its releasa?

. * 22. Procurament
S

a. S3all dusiness (TAA Sec.
€02(a)): Are there arrangeaents to perzit
VU.S. szall business to participate
eguitadly i{n the furnishing of cozzodities
and services financed?

b. U.8. procuraneat (FAA Sec.
604 (a)): Will all procureuent be frca the
U.S. except as othervise deterained by the
President or deterzined under delegation
frea him?

BEST AVAlLABL £ copy

N/AR .

NJA

N/A

N/A

Full and cpen competitien
precedures will e fo1lowed for
contractur ang commogity
srocurement,

measonable effzrts will Se mace
10 maximize the srocurement of
U.S. source/origin commoaistes
recuired in the Frogram,
Pripcsals from V.S,
nr?an(xltions wil) be
solicited.
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c. Xarize insurance (FAA Sec.
€04(d)): If the ccopcrat-ﬁq country
discrizinates against zarine insurance N/A .
cczpanies authorized to do kusiness in the
U.5., will cez=odizies be insured in the
United States against marine zisk vith
such a ceapany?

d. NMoz-U.8. agTicultuval
procuremant (FAA Sec. 604(e)): I ~
nmen-U.S. procurezent of g::czlt"al N/A
ccmmodity of product therec? is 0 be
tinanced, is tro-o provisicn against such
Frocurezent vhen the dezestic price cof
such c~—-ed::y is .ess than -n':.y’
(Exceptisn whese c*::cdxty fimanced csuld
nct reassnasly e procured in U.S.)

e. Cozstruction or ezgineerinag
snrvi:os (FAA Sec. 604(9)). will
constIucticn er engineering services te N/A
;tecu:ed fren firzs of advanced develepin
ccunt:ies which are othervise eligibl

under Code $41 and vhich have aitained a
cczpetitive capl:zl-ty in internaticnal
=a:kcts in crne cf these areas? (Exception
fer thcse countTies vhich receive direce
ecsncaic assistance under the fAA and
per=it United States fir=s 20 cc=gee {cr
ccrnsiruction cr engineering sc—v.ccs
financed froa assistance progra=s cf Ihese
countries.)

2. cargo preferexce sdipping
(FAA Sec. 603)): Is tXe shipping excluded
fzea ceapliance with the reguisezent in
secticn 901(%) ¢2 the Merchant Marine Ace
cf 1936, as azended, that at leas:
S0 percent cf The gress tonnage of
cczmedities (csaputed separately {eT dry
tulk carciers, 4y cargo liners, and
cankers) fizanced shall e ransperted con
grivately cwned U.S5. flag cez=zercial .
vessels to the axtent such vessels are -
available at Zair and reascrabdle rates?

§. Tecdalical assistazce
{FAA Sec. €31(a’': 22 technizal
assistance .s Sinanczed, will pusn Yes. .
ass.s:ln:t te furnish " :y ;:;sa° T
enterprise cn a ¢

]
3 ace Zasis 0 e
F4] -cs. ex=ens practicable? Will the

[
30
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facilities and rescurces cf cther Federall,

agencies de urilized, when they are B

particularly suitakle, not cozpetitive : N/A. .
with private enterprise, and =zade

available vithcat unﬁu. interZerence vith

deznstzc_;:ograxs’

N, U.5. alz cazziers
{Inteznasicnal Air Transpertaticn Fair
Cozpetitive Practicss Act, 197¢): 1If air Yes.™
transportation of persons or preperty is
Zinanced cn grant basis, wvill U.S.
carriers be used %to the extent such
service is available?

i. Tersizatica for cesvexiexce
cf U.8. Geverz=zext (FY 2591 Apprspriaticns
AcT Sec. 504): ¢ he U.S. Gevernzent is Yes.
a party to a cocnIract for prosuresent,
dces the cocnirzct centain a previsien
auytherizing terziraticon of such csntracs
fzr the cenvenience of the United States?

j. Cezsultizng services

(FY 1991 Appropriaticns Act Sec. $24): 1I¢

assistance is fcr censulting sezvice

thrsugh procuirexent contract pursuant o S N/A

U.5.C. 3109, ure contract exgenditures a

satter of public reccrd and. ava;‘ablc fer

sutlic inspeczicn (unless cthervise

sreviced by lav or Executive crler)?

-
. o+ Re Netzle eenvo:oiea

(Cznibus Trade and Cozpetitiveness Act cf

1688, as interpreted Dy conlerence repers, N/A

azending Metric Conversion Act of 1975

Sec. 2, and as izplexented thrcusgh A.I.D.

peiicy): Dces the assistance progrTaa use

the zetric systan cf zeasurezent in its

procures=ents, grants, and cther
-business-related activities, except to the .

extent that such use is izpractical cr ils

ikely to cause significant irefliclencies . .

er less of markets to United States firzs? .
Aze bulk purchases usually to be zade in

cetriz, and are cozponents, subassezllles,

and seni-fabricated =aterials to be

spscified in zezric unizs when” ' w
e:.:::;::..y available and ec:-‘:::Zy X

adejuaze? Will A.1.D, spcc....:.;cns use

setric units ¢f seasure ITea the earllest "
srasaatic stages, and foon the easlliest

-
-
-

)
o
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docuzentation cf the assistance processas
Zer exazple, project papers) invelving .
guantifiadle measurezents (length, area,
voluxne, capacity, mass and wveight),
through the izplezentation stage?

1. competitive Selectica Competitive selection
Procedures (FAA Sec. 6Cl(e)): Will the orocedures will se ses.
assiscvance utilize cozpetitive selecticn -
rrocedures fZor the avarding of cocntracts,
except vhere agplicable procurezent riles
allcv othervise?

23. Cecastsuctien N/A

a. Capital project (FAA Sec.
6021{ad)): If capital (e.3,, csnsiTucticn)
prajecs, vill U.S. engineering and
rrelessicnal services be used?

B. Cecastructica ccatract (FAA
Sec. 611(¢c)): 1If cocntracts for :
cersITucTion ave 0 e financed, will they
te let cn a cczjetitive basis to maxizuw
extent practicadle?

¢. large projects, .
Cengressiczal appreval (FAA Sec. €30(X)):
i¢ fcr construction cf productived
enterzrise, vill aggregate value'cf
assistance to e furnished by the thS net
exceed $100 2illicn (except for productive
enterzrises in Egypt that vers descrided
in the Congressicral Presentation), er .
dces assiszance have the express appreval
cf Cengress?

24, T.a_Audit Rrights (FAA Sec.
301(€)): If fund is establisted solely by
U.S. centributions and adainistered by an
internaticral crganizaticn, dzes
Cezptrelier General have audit rights?

N/A

25, Cemmuaist Assistance (FAA Sec.
620(h). Do arrangezents exis o inscre Yes,
that United States foreign ald is nzt used
in a =inner vhich, csnttary to the test
interesty ©f the United States, prazcies
Cr assists the forcei3n ald prstests e
activities ¢ the Cam=unist-Bizc
esuntries?

RS AT R ALY BINR AR ARG A ¢
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2 36. X¥arcotics L1

a. Cas} reiandursaments (FAA .
Sec. 483): Will arrangezents preclude use
of financing to sake reizdursszents, in
the fors of cash payzents, o perscrs
vhcsa illicit drug cTcps are eradicated?

5. Assistazce %o zarcotics
tzaglickers (FAA Sec. 487): Wild -
arrangeszents take "all reaschalle steps”
9 preclude use ¢f financing TS cr through
individuals cr entities vhich ve Xlov cT
have Teascn 0 telieve tave eizher: (1)
teen convicted cf a viclaticn cf any law
cT Tegulaticn cf he United States T a
fcreign csuntry Telating T marcsticss (er

. cther conttolied sulstances); cor (2) Seen
an illicit traflicker in, or cthervise
invelved in the iflliciz scafficking cf,
any such contrellied subtstance?

27. EExprepriatica aad Laad Refora
(FAA Sec. 630(g)): Will. assiszance N/A
sreclude usa cf financing to cscpensate
cwvners feor exprepriated or naticralized
FTOpPerty, excapt %0 cczpernsate f{creign
raticnals in acssrdance vith a lasd refera
Srogram certified by the President?

28. Police azd Priscns (FAA Sec. ;
660): Will assistance preclude use“c? N/A
f.sancing to previde training, advice, or
any financial suppert fer police, prisons,
er other lav enfcccazent fcrces, except
fer tarcotics pregraczs?

© 29, CIA Activities (FAAN Sec. €€2):
Will assistance preclude use ¢f Zirancing N/A
fer CIA activities? :

30. XNoter Vebicles (FAA Sec. N/A

636(1i)): Will assiszance preclude use c?
girancing fer purschase, sale, leng-tera
lease, esxchange or guaranty cf the sale cf
=cter vehicles =anvfactured cutside U.S.,
unless a vaiver is cottained?

-
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31. xilitary Persczxel (FY 31991
Appropriaticns Act Sec. 503): .will
assiszance preclude use cf tinancing %o
pay peassicns, annuities, retiresent pay,
cr adjusted sarvice ccmpensaticn for priecr
or currTent military perscrnel?

32. 7Taymext of U.¥. Assessaexts (FY
1991 Apprepriations Act Sec. $0%): Will
assistance preclude use cf financing to
say U.N. assessaents, arveaarages cr dues?

33. xultilateral Orgazmisatica
Lazding (FY 1991 Apprepriaticns Act Sec.
£06): Will assistance preclude use cf
Jizancing T carTy cut previsicns =2 FAA
seczicn 209(2) (TTansfer cf FAA funds o
=ultilateral crganizaticns for lending)?

34. IExpert of Nuclear Resources (FY
1561 Agprepriaticns Act Sec. S510): WwWill
. assistance preciuvde use cf financing >
t¢ finance the expere of nuclear eguipzent,
fiel, cr technology?

3S. Repressicn of Populatien (FY
1991 Apprepriations Act Sec. S1I):, Will
assistance preclude use cf firmancing fer
the purpcse cf aiding the effcrig of the
goevernzent ¢f suUch CountTy o repress the
legitizate rights of the populatien of
SUCH countTy contrary to the Univerlfl
Seciaraticn of Hu=an Rights?

36. Pudlicity or Prepesanda (FY 1991
Apprepriaticns Act Sec. 516): Will
assistance de used feor pudlicity cr
FTCRaganda purpeses designed to suppert ¢r
defeat ‘legislytion pending befcre
Congress, 0 influence in any vay the
cutceze of a political electien in the
tnited States, or for any publieivy er
Frepaganda purpcses net autherized by

Sngress?

e
12

. Yes.

Yes,

N/A

Yes.

Yes.

No.
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37. Xarise Issucance (FY 1991
App:cpt-at‘eas Act Sec. 363j: Will any Yes.
A.I.D. centract and selicitaticn, and .
subcentract entered intd under such
conzract, include a clause :-q'uitinq that
U.S. marine insurance ccxpanies Rave 2
fair cpperzunity to bdid for marine .
insurance vhen such insurance is nocessary
cr apprepriate?

38. Excdazge fZor Prodidited Aet (FY

1591 Appropriaticns Act Set. S€9): Will
any assistance de previded o any zerc.;'x No.
governzent (inecluding any instmizentality
Sr agency therecl), fereign persen, CT
Tnited States zerssn in uc.‘.a::gc e that
:::tiq': governzent cr perscn undestaking
ary acsicn which is, 32 carzied out by the
Thited States Governzent, a United Szates
£2icial cr esplsyee, expressly prohidited
by a grevisicn e Unizad States lav?

3.  CRITERIA AFPLICASLE T9 CEVELSPMINT
ASSISTANCE CNLY

1. 2Agzieultural Experts (Jumpers

Ansadmesnt) (FY 1591 A—pn;r.uticr.s Act
Sec. S21(d), as intergreted by cd crcact n/A
tepert fer criginal enact=ent): -
assistance is fer agriculslural devdq:nnz
astivities (specifically, ary tasting er

reeding feasidility study, variezy
izprovezent er introducticn, censultancy,
publication, cenference, cr training), are
such activities: (1) specifically and
principally desigred o increase
agriculiural -axyperts by the heat esuntry
tO a country othar than the United States,
vhere the expert wvould lead to direce .
ceopetiticn in that thaird countly with
experts of a sisilar cs=zodity grewn er -
;:radnccd in the United States, and can .u .
activities reascradly de expected to cau
-substantial {njery to U.S. experzers of a
sinilar agricultural cau=odity: cr (2) in
SUppezT cf research that is intended
;:izaruy 20 ereliz U.S. predacecss?

Al
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2. %ied 1i& CTedits (FY 1591
Apprepriations AcT, Title II, under N/A
heading *Zconcmic Support Fund®): Will DA -
funds be used fcr tied aid cTedits?

3. appropriate Teckaology (FAA Sec.
107): Is special explasis placad on use
sf apprepriate technology (Cefined as N/A
relatively smaller, csst-saving,
labez-using technologies that are
generally acst appropriate for the small
far=s, s=all dusinesses, and szall inccles
cf the poer)?

4. Iadigezcus Yeeds azd Xescurces

(FAA Sec. <$81(%)): Tescride extent 0 -
vhich the activity recognises the
particular ﬁttﬁi. desizes, and capacities

" of the pecp.c of the country; utilies the
countIy's intellectual resouszces to
encsurage instituticnal develcprment; and
supperss civie sducaticn and traiaing in N/A
skills required for effective
participaticn in gevernzental and
pelitical processes essential to
self-governzent.

S. Rcozemic Davelopmeat (FAA Sec.
101(a)): Does the activity qivc. -
reascradle prezise of contriduting to the
acv.'cpgcn: cf eccnemic resourcss, ¢z o
the increase of productive capacities and N/A
self-sustaining eccneaic growth?

€. 8Special Develepacat EZmplases (TAA .
Secs. 102(d), 113, 281(a)): Descride N/A
extent to vhich activity will: (a) -
effectively involve the pocr in
developrent Ey“wxtending access to eccncty
at local leve]l, increasing lader-intensive
preduction and the use of appropriate
technelogy, dispersing investzent fIcs
cities to szall towns and rural areas, and : .
insuring vide participaticn of the peecr in :
the beneifits of develcpaent on a sustained
tasis, using apprepriate U,S, . -
institytions; (») enccurage dedocratic
private and leccal governzental
instisutiens; (c) suppert the :cl:-hg!p .
effsses of develcping countries; (d) o
prozcte the participation of ves=en in the
natisral ecsrcsies of develeping ccuntroies

.
L]
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and the izprcvesent of vczen's status; and
(e) utilize and encourage roqier.u.
cocperaticn by daveicping counties. .

7. Recipieat Couatry Coztriduticn N/A -
(FAA Secs. 110, 124{d)): Will the .
recipient country provide at least 28
pezcent of the costs of the prograsm, - - .
projecs, cr activity vith respect 0 vhich -

the assistance is 0 be furnished (cr is

the latter cost-alaring requirement being

vaived fcr a "relatively least davelcped®

ceuntry)?

8. 3Bexefit to Poeor xajexity (FAA N/A
Sec. 12!(&)): I¢ he activity attezpts 0 -
increase the institutional cajadilities of

private c:gnnx.at.crs er tha jovernzent of
the country, or if it attexpts o
stizslate scientific and technelogical
Tes:arch, Nas it Deen designed and vill it
be 3cnitered T2 ensure that the ultizaza
beneficiaries are the poor zaseriy?

9. Abortioas (FAA Sec. 104(2); FY
1992 Apprepriaticns Act, Title II, under
heading *Pecpulaticn, DA," and s.c. 538):

2. Are any of the funds to be
used for the perfsormanca of adertiens as a (a) - (g) ¥/&
2ethed of znaxly planning cr to zctivate
ST ccerce ARy perscn %O pracrice -

—d
TTITTAng?

b. Ace any of the funds ta de
used to pay for the perfcrzance ef’
involuntary sterilizaticn as a metdod of /.
fazily planning or to cocerce cor previde 5
any fimanciadX-incentive to any persen 2o i/
undergo sterilizations?

b ¢. Are any cf he funds to be
2ade availadle to any crganizatien'cr .
" - prograa vhich, as detarzined by the :
- President, supperts or participates in the
anagezent of a program cf csercive
abertien er inveluntary szerilizatien?

[
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d. Will funds de made availadle
enly to veluntary family planaing projects
vhich offer, aizher dirzectly or through
refarzal to, or infcrmaticn about acCess
to, a brcad range of family planning
zethods and sezvices? .

e. In avarding grants fer
natural faaily planning, will any ~
applicant be discriainated against decause
c? such applicant'c religicus er
ccnscientious cczmitzent to offar only
natural Zasily planning?

£. Are any cf the funds 0 de
-used o pay fer any Siczedical resesarch
which relates, in vhele cr in pars, o
=ethods ¢f, or the perfor=ance of,
adcrxicns or invoiuntary sterilizaticn as
a =eans ¢f fasily planning?

g. ATe any cf the funds 0 de
sade availadle to any crsanizaticn if the
President certifies that the use cf these
¢unds by such crganization vould viclats
any cf Lhe adove previsicns related o
atzr=ions and involuntary sterilication?

10. Contract Avards (FAA Scc.
€01(e)): Will the project utilize
cczpetitive selecticn procedurss for.2he Yes.
avarding of contracts, except vhere
applicable procurexent rules illev
cthervise?

11.  DBisadvaataged Eatarprises (FY
1991 Apprepriaticns Act Sec. (87): Wnat

seTticn ‘of tha funds vill de available -~
enly fcr activities of aconcmically and - .
sccially disadvantaged enterprises, . e

histerically black colleges and
universities, colleges and universities

having a siudent body in which mere than It is planned that

40 percent of the students are Hispanic the principal TA contract
Azericans,’ and privata and veluntary - will be awarded to a
organizaticns wvhich are controlled by “Grey Amencment”

individuals vho are dtlack Azericans,
Mispanic Anezicans, cr Native Azecicars,
cr wvho are eccncaically or socially
disadvantaged (including wczen)?

Entity.

o
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12. Biological Diveraity (TAA Sec.
139(g): Will the assistance: (a) suppers N/&
training and educaticn efforts vhich .
izprove the capacsity of recipient
countries to prevent loss of bieclogical
diversity; (b) de provided under a
long-tern agreament in vhich the recipient
CSURTTY aGTees O protect eccsystams or
cther vildlife Rabitats; (c) suppert
afforts to identify and suxrvey eccsystaas
: in recipient countries vorthy of
protecticn; or (d) by any direct eor
indirect zeans significantly degTade
naticnal parks cr sizilar protected arsas
cr introduce exciic plants er anizals into
such areas?

13. Tropical Ferests (FAA Sec. 118} .
FY 1951 Apprepriaticns Act Sec. $533(c)-(e) N/A
& (g)): e

a. A.I.D. Regulatiocm 16: Doas
the assistance cczply with the
anvircrzental praceduses set ferth in
A.I1.D. Regulaticn 16?

b. Cezaervatien: Does e
assistance place a high prierity en
conservaticn and sustainable rmanagezent of
tropical forests? Specifically, does the
assistance, to the fullest exzent
Zeasible: (1) stress the imperzance ¢
conserving and sustainadly managing forest
Tesources; (2) suppert activities which
¢ffer exployzent and {nceme alternatives
2o these who othervisa would cause
destruction and loss of forests, and help
ccuntries i{denti?y and izplesent
alternatives Yt colenizing forasted areas;
(3) suppert training programs, educational
effcrts, and the estadlislaent ez
strengthening cf institutions to izpreve
fcrest nanagezent; (4) help end .
; destructive slash-and-bura agriculire by o
A supperting stable and productive farzing .

T practices; (S5) help ccnserve forests
which have net yet been degraded by
helping to increase producticn on lands
already cleared cr degraded; (€) conserve
fcrested watersheds and rehabilitate these
which have been defcrested; (7) suppeszt
training, researsh, and cther acticns

.
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which lead to sustainable and more
environmentally socund practices for timber
Barvesting, ramcval, and proce:sing; (8)
support rssearch to expand knovledge ¢f
tropical forests and idantify altsrnatives
vhich vill prevent forest destructicn,
lcss, or degradaticn; (9) consarve
ticlogical diversity in forast areas by
supporting efforts to identify, estadblish,
and maintain a cepresentative netvork of
Frotacted tropical forest ecosystams on a
verldwide basis, by making the
establishaent of protacted areas a
condition of suppert for activitiss
involving forest clearance or degradation,
and by helping o identify tropical fcrest
eccsystexs and species in need cf
protection and establish and maintain
apprepriate procected areas; (10) seek to
increasa the avareness of U.S. Gevernzmant
agencies and other dencrs cf the ixnediata
and long-tera value of tropical forasts;
{11) vtilize the rescurces and adilities
of all relevant U.S. govarnment agencias;
(12) be based upen careful analysis of the
altarnatives available to achisve the best
sustainable usa of the land; and (13)
take full account of the envircraantal
izpacts of the propesed activities eon
ticlogical diversity? .

. c. Torest degradaticn: ¥N1
assistance be used for: (1) the
Procurement or use of logging equipzent,
unless an environzental assesszent
- indicaces that all timber harvasting
cperations invelved vill de cenducted in
an envirecnzentally sound zanner and that
the proposed etivity vill produce
pesitive econcmic Denefits and sustalinatle
f{orest managerzent systezs; {2) actions
vhich vill significantly degrada naticral
parks or similar protected areas vhich " .
centair tropical forasts. or introduce .
exctic plants or animals into such areas;
(3) activities vhich would zesult in the i
cenversicn of forest lands to the'rearing
of livestock;: (4) the constructicen,
vpgrading, or =ainterance of rcads
(including temperary haul rcads fer
logging or othar extractive industries)
vhich pass threugh relatively undergraded
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forest lands; (5) the colonization of
forest lands; cor (6) the construction of
dans or othar vater control structures
wvhich floed relatively undargraded forest
lands, unless vith respect %o each such
activity an envizonmental assessaent
indicates that the activity vill
contridbute significantly and directly to
izproving the livelihood of the rural poor
and vill be conducted in an
envircnmentally sound sanner vhich
supports sustainadle development?

d. Sustaizadle forestry: I
assistance relatus to tropical forests,
will project assist countries in
developing a systezatic analysis of the
appropriate use of their total tropical
{orest rescurces, vith the goal of
develcping a naticnal program fcr
sustainable fcrestry?

e. Invironmeatal impact

statements: Will funds be made available

in accerdance with provisions of FAA
Section 117(c) and applicable A.I.D.
regulations requiring an envircrzental
izpact statezent for activities °°
signizicantly afZecting the environzent?

14. PEnergy (FY 1591 Appropriations
Act Sec. 53(c)): If assistance reiatas
To eneryy, vill such assistance focus on:
(a) end-use energy efficiency, least-cest
energy planning, and renevable energy
Tesources, and (b) the Xey countries vhere
assistancs vould 'have the greatest izpact
on reducing eaissicns frca greenhousae
Gases? ‘S

1S. BSud-sadaran Africa Assistazce
(FY 1591 Appropriaticns Act Sec. 562,
adding a nev FAA chapter 10 (FAA Soc.
496)): .If assistance vill ccze from the
Sub-Saharan Africa DA account, is it: (a)
to be used to help the poer rajority in
Sub-Saharan Africa through a procsss of
long-tera develcpzent and eccneaic grevth
that is equitadle, participatery,
environzentally sustainable, and
self-reliant; (b) to de used to preacte
sustained econcmic growth, encourage

0

N/A

N/A
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