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ACTION PIEMOF3UCDUM FOR THE DIRECTOR, USAID/SOUTH AFRICA 

FROM : P a u l N e i f e r t , P W x  
Michael 2. Lippe, RHuDO/ES~ 

SUBJECT: South Africa Shelter and Urban Developnent Support 
(SUDS) Program (674-0312) 

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. 

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

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

I 

** The term "blacka refers to all individuals of AZrican, 
acolored', or Asian descent who m t e  legally disadvantaged by 
apartheid. The primary beneficiaries of this progrcn will be 
members of the majority South African population. 



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 409 and 50%. Increasing urbanization and housing 
problems are a certainty. 

Explicit with;= the political transition negotiations is the 
desire of the disadvantaged majority to acquire control over 
both a representative democracy z& 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 discusbzd 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 housing delivery 
system. 

However, if this system is to solve the shelter problems of a 
"new' South Africa, there are a number 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 are: 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 appropaiate 
policy and institutional framework through which to sustain 
equitable low cost housing and urban development. 

B. Proiect 

The Shelter and Urban Development Support Program (SUDS) is a 

,, 4 ysar, $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 
toduction, and greater ownership of affordable shelter within 4 V able urban environments. 



Progress toward this goal will be achieved by: aj 
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, d) 
encouraging the establishment of institutions and the 
delineation of a policy framework which will facilitate the 
emergence of eqriitable, integrated urban life in South- 
Africa. Rather than a bricks and martar project to only build 
houses for a relative small number of people, the program has 
been designed to emphasize institution building and to promote 
changes in the current systems in South Africa for the 
provision of shelter to blacks. Its 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 include 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. In 
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. In 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 0 5  this program will be the 
development of functional housing 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. 



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 1 1  

other South African financial institutions. 

I. CBO Capacity Building 

11. Policy and Institutional Development 

111. Finance 

IV. Construction Management Assistanc~ 

V. Program Management 

Total 



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. Particula~ 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. 

A number of issues were raised by X D / 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. 

I V .  Waivers 

No waivers are required. 

v. Recommendation 

That you approve the Shelter and Urban Development Support 
Program at a four year life-of-project funding lave1 of 
$30,000,000 by signing below and on the attached project 
authorization document. 

cting A.I.D. Director 

Date C 
Attachments: 

1. Prdect Authorization 
2. project Paper 

Drafted: MLippe: 4/13/92 
Clearances: 

DRathbun, OPMD 
nensley, CONT k? 
MKenyon, RCO (Draft) 
DKeene, RLA (Draft) 



Name of Country: South Africa 

Name of Project: Shelter and Urban Development Suppcrrt 

Number of Project: 674-0312 

1. Pursuant to the' Foreign Assistance Act of 1961, as 
amended, and the Comprehensive Anti-Apartheid Act of 1985, 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.I.D. Geographic Code 935. 

g&> Jb& 
Ja ice Weber 

ting Director 
Africa 

Date: 



Draft : 
Clearances: 

MLippe, RHUDdk$'f4 
PNeifert, PDOr 

DRa t hbun , OPMD-. 
JHensley, C O N m  
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1. Uevelo~ment and Protaram Context 

1.1 gverview of Urbanization in South 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 ElizabethNitenhage 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. Fy 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 nrban 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 population 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 blaek 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. In the PWV alone, about 850,000 
informal, largely unserviced housing units constitute nearly 
402 of the existing housing stock. The spatial segregation of 
black residential areas imposes significant burdens on 
commuters to central business district workplaces, with more 
than 102 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. 



The dismantling of aparthejc! structures, including the 
rescission of the Group Areas Act in early 1991, opens the 
door to the social and economic empowerment of South Africans 
black majority. All South Africans are now entitled to buy, 
own and sell land, houses and other fixed assets wherever such 
comnerce 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 patterns 
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 
Asian 
Colored 
Black (formal housing 
Black (backyard shacks) 
Black (squatter settlements) 

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 
a:r?ngements for a new government may be in place before the 
end of 1992. 



The dominant force in South Africa today is change, and 
nowhere is this more apparent than 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 struckure which will 
allow broad local decision makicg powers. Anti-apartheid 
groups are working out their own positions. Elements of the 
white business comr-vnity are attempting to put together 
strategies which will both protect their businesses and 
satisfy a new representative government which will undoubtedly 
emphasize redistribution of wealth through as yet undetermined 
means. Approaches to the future vary widely throughout the 
country, reflecting the rsgional 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, throilgh USAID, of a housing and urban 
development assistance program which promotes real economic 
empowerment of black South Africans within an environment in 
transition. This PP sets forth such a program. 

1.2 
. . .  pevelo~ment Priorities 

The anti-apartheid organizations which have led the struggle 
in South Africa are in a Srocess 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 
fora where future policies are being strenuously debated and 
shaped. 



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 
repre~~ntative groups is that the development process in South 
Africa must become truly participatory. In practice, 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 Le 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 Regionjlly Relevant Development 

In addition, and as a corollary to the above, there are 
distinct and important regional differences in the nature of 
and approaches to 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 -0.99, in 
1990. The idea of "jumpstarting" the economy has been widely 
discussed in South Africa. Increased 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 Citv" Ideal 

Much is being said and written in South Africa about the need 
to "re-integraten 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 zlear 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 affordablz 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. 



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 equitable 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 current 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 

The final major theme which is clearly enunciated by all 
extraparliamentary groups izc 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 to develop the capacity of the 
disadvantaged majority to plan and manage the country's 
a£ £ airs. 

1.3 W D / S o -  Africa Develo~mant Str-gy 

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 



apartheid in areas such as education, and housing at.4 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. 

USAIDes 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~9r'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 USAIDes 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 also important links between the SUDS program and 
other activities in the USAID portfolio. For example, in the 
area of human rights aud civil society, USAID already direct1;- 
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 
USAXD's broader human resource development goals. 

1.4 Related Donor A s s i s t a n c e  

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 

Civics are loosely affiliated community organizations 
originally set up to oppose apartheid and provide a voice for 
local concerns of black South Africans. 



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 missions 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 management. 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,zd 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. 

The 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 SAD private companies and foundations are zaking small 
contributions to the shelter and urban sector, includine 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 ~rahannesburg 
region in considering funding a group lending scheme for home 
improvements. 



. . 
2. Sectoral Constraint-? and ODcortunitieS 

- .  
2.1 The -u Housina and Urban Development Svstem 

Historically, there have only been two suppliers of low cost 
housing in South Africa: government (including local 
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 a;artheid 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 of some that a new government, to right 
the wrongs that have been visited upon the black population, 
must steF in and directly provide bet~er 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 produce 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 narc 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 
blalk communities in negotiating with government authorities 
and designing improvement projects. Unfo~tunately, 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 
BLAs) have, in theory, the same responsibilities. In fact, 
however, most WLA have ample resources and full support from 
their electorate. As a consequence, WLAs provide some of the 
best and most ecorlomical services, including water and 
electricity, in the world. BLAs, on the other hand, enjoy 
virtually no support from the black population in many areas, 
have a very limited resource base, and in many areas are in 
virtual collapse. 



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 old system for producing black housing has, as 
stated above, virtually collapsed, there have been some 
responses to the sweeping socio-political transformation now 
underwcy. The SAG has attempted, to reform some of its 
policies and to provide 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, disband&, a 
plethora of government agencies including Regional Services 
Councils (RSCs), Provincial Authorities, several ministries, 
and rsveral parastatals, continue to have responsibilities and 
budgetcry 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. In 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 extraparlia~nentary groups have 
themselves been meeting over the last year to discuds 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 to 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. 



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 %as 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 country'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 
new opportunities which have hitherto been denied to them by 
law. 

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 formal housing system is well devaloped but 
caters almost exclusively for whites and therefore needs to be 
adapted to the coming reality of a majority ruled South 



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. 

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 c~mmunities themselves, there cannot 
be a successful shelter program in South Africa. 

The involvement of communities in South Africa means the 
involvement 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 Lo this Paper. A major contributing factor in 
the rise of civics and C W s  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. Ot3ers 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 
ofganizations, 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. 



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 Finance 

Mobilizing t h ~  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 shortfalls, 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. Fftst, 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 go&rnment programs do not work very well. 
Bath the WB and A.I.D. strongly oppose this kind of 
intervention. 

The second major hirection 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 



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 opaque 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 
collatwal. 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 R1 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 
borrowerq with incomes below R30,000 per annum, still a small 
minority of the black population, to participate. 



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 impzove 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 Sopport 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. 

Previous sections have indicated that policies and 
institutions in the shelter sector, as in other sectors, are 
in u 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 
people in charge of the process, both within and without 
gov'ernment . 
A hitical link in the process of economic empowerment of 



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 presentr a 
unique opportunity in this regard. 

Multiparty negotiating fora addressing critical policy issues 
arc 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 structures and civics/CBOs. Equally important are 
the emerging regional and metropolitan fora notably in Cape 
Town, the PWV, and Natal. 

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

First, a major constraint in this process of formulating new 
policies, as well as in generally informing 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. Informati~w and 
discussion in such areas as urban land inventories and 
classifj.cations, alternative local government 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 w c o n d  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 institutior\alized for the lorger term. 



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. 

3.1 Proaram Goal and P u r ~ o s e  

The program goal and pkpose 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 Proaram Descri~tion . . 

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. 



c. The program will build upon these near term 
activities as a framework of support for policy and 
institutional developmenL 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 USAIDns 
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 snvironment 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 building, 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 s~ecific . . assistance to ~pecifiq . . 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 aeneral assistance which will lay the basis 
for a eneral 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. 



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 pottntial 
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 i n  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 insi*~, 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 &.rmplex 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 



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 undeztaking 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 importast 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 



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 providicg 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 tots1 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. 



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, t ~ o  
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 CEO6 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 



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 pracess, 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. 



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 Enterpr.ises 

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, bat 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 bath 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. 



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 firms on price 
due to higher factor costs of materials and 
tramsportation. 

o a generally unsettled political situation whjch 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 RHUDOes 
regional technical advisor and the training specialists on 
USAIDes contractor team, will be used to direct resources to the 
various organizations which may be involved. In addition, 
A.I.D.'s regional IQC for construction management assistame 
will also be used. Fundins 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, 



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:l 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. 



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. In 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 tantines 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 R1.5 
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 
opportunity to deny further funds if repayments are not 
timely. 



Repayments are the responsibility of the group. Terms are 
geared toward the market: currently the maximum loan in 
R5,OOO per individual in a group of 10 for a period of 3 
years at market interest rates. 

GCC has been remarkably successful, with arrears of only 0.159 
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 2emonstrably 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. In 
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. 



a. Leveraging Finance 

During the LOP, significant effort will be devoted to examining 
opportunities for leveraging existing South African financial 
resoarces 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 mqrtgage 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 
leffective tools but only if they are capitalized with grants or 
comparatively low interest, long term loans which do not add 
unaffordable margins to mort~age finance. With the prime rate 
currently at 189 p.a. in South Africa, it is almost impossible 

' to cre;te long term risk management funds, with acceptable cost 
implications for low and middle income borrowers, on the basis 
of 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 
t:han average expected rates of default. As a catalyst to induce 
the mobilization of local resources for this type of 
d'evelopment, 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-leading 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 
ma~nagement 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 



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 loans 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 ~olicy 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 to gripe 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 



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 disccssed 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 USAIDes existing 
portfolio. Indeed, SUDS and USAIDes 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. 

c. 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 to 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 re~resentative 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 oi the past. 

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 opon" competitive procedures. Design 
work for this component will be uneertaken beginning in July 
1992. The team is expected to consist of the following: 



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 of these 
components will be influenced by the status of the CAAA and 
several other considerations discussed below. 

o Status of CAAA: At tbz 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 for 
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. 

2 .  U.S. linkages: Much of the information exchange value 
of this component will 3epend 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 

t 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. 



The general end of project conditions which the Program expects 
to achieve have been enumerated in earlier parts of :his 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 co.mmunity 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 Peast 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 comnunity 
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 snd 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. 



4. -st Estimate and Financial Plan 

4.1 Bsgxam F i e n u  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. - cal Year (US$ '000) TQ!Za 

I. CBO Capacity 
Building 

o TA/Training(*) 2,000 2,700 200 - 
o Impact Grants 100 500 500 - 
o Legal Support 100 280 - - 

11. Policy and Inst. 
Development 

o TA - 2,000 - - 
o Support Grants(**) - - - - 

111. Finance 18,000 

o Bridging 5,000 2,000 2,000 - 
o Short Term 2,000 4,000 3,000 - 

IV. Construction Mgt. 
Assistance 

o TA 100 120 140 160 
o Training - 250 300 380 
o Support Grants - 1,000 - - 

V. Program Mgt. 

o PSCs 300 300 150 
o Housing Advisory 

Commit tee - 4 Q,, 40 40 
o Evaluations - - 100 100 



o Audits - - 5 0 5 0 

Totai 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 PDLS. - 

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 3f the proposed training program is 
about $9 million. Of this, the Mission Education portfolio 
would fund about $5.3 million, Mission PDLS would fund about 
$900,000, and about $1 million would be funded incrementally. 
The balance would be funded under SUDS. 

5.1 U A I D  Proaram Manasement 

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. 



5.2 -on 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 responsibilities, will provide close 
and continuous guidance to the tec5nical 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, finankial 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. 

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" etitities, in 
accordance with USAID procurement policies. 

Note: CUSSP: Community and Urban Services Support Program 
Institutional Contract 

UPID: Urban Policy and Institutional Development 
Institutional Contract 

Technical Advisors 
Training Coordinators 

Obligation and Implementation 
Mechanisms 

CUSSP 
CUSSP 



CBOINGO Coordinator CUSSP 
Training by NGOs Procurement under CUSSP 

Direct AID Grants 
CDA Training Procurement under CUSSP 
Workshops/Exchanges Procurement under CUSSP 
Legal/Consumer Assistance Direct AID Grants 
Impact Assistance Direct AID Grants 

CUSSP Packaging and mgt 

Activity Obligation and Implementation 
Mechanisms 

2. Policv and Institutional Develo~ment 

Urban Development Advisor UP ID 
Other Professional Advisor(s) UPID 
Assistance to Shelter/Urban Fora Direct AID Grants 

Procurement under UPID 
Technical Assistance Procurement under UPID 

Direct AID Contracts 
Workshops/Exchanges/Support Procurement under UPID 

Mobilization of Bridging Finance Direct AID Grants 
Mobilization of Short Term Finance Direct AID Grants 
Mobilization of Long Term Finance Direct AID Grants 
Technical Assistance Direct AID Contracts' 

Procurement under 
CUSSP or UPID 

WorkshopslOther Support Procurement under 
CUSSP or UPID 

Construction Management Training Direct AID Grants 
Regional IQC 
RHUDO PSC 

Bridging Finance Assistance Direct AID Grants 
Workshops/Support/Tech. Asst. Procurement via CUSSP 

Regional IQC 

USAID Advisors 
Strategy Support/Studies 

Evaluations 
Audits 

Direct AID Contracts 
Direct AID Grants 
Direct AID Contracts 
Direct AID Contracts 
Direct AID Contracts 



5.4 &&nitor- E v a l u a t i o n d  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, 
fcundations, 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 



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 N 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 ?lGOs. 

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. 

Project design contemplates a rapid start-up of the SUDS 



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. Eefore 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 EaLe 

Project authorized 5/92 

REP for CUSSP issued 5/92 

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 South Africa 11/92 

Proposals for UPID received 12/92 

CBO training begins 2/93 

Contract for UPID signed 2/93 

UPID team arrives South Africa 5/93 

First audit and evaluation 2/94 

Second audit and evaluation 2/96 

PACD 5/96 



. . . 
6. groaram Feasibilitv 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 cornunit:- 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. 

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 



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. 

In designing SUDS, USAID has made a strategic choice 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. In 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. In 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. 



6.4 Social 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 
houstng and adequate 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. 

South Africa iu undsrgoing 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 tare 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. 



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 ma!. 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 pglitical 
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. 
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ANNEX C: 

TECHNICAL ANALYSIS 

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 partcsrs 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 infrastr~cture and services that support 
economic growth are essential. Housing supply, including 
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. In 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 



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. 

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

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

a. Strengthening CBO development 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 management 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, 



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 igtegrated 
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 range of 
training activities that will be offered. Because, the 
complete staffing need not, indeed should not, be 



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 st2engthen 
the cultural and political sensitivity of the team, 
locally hired counterparts should be used to fill 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, particularly of expatriate team members. 

111. I o u r c e s  for -d 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, 
above, to endure that strengthening community organizational 
capacity is complemented and reinforced by the construction of 
physical improvements in the community. 

1. Improving bridging and short term finance through: 

a. Providing capital grants to financial 
organizations/institutions tb9, will serve the black 
majority and NGO's that can pzovide bridge financing for 
basic urban service provision and housing projects. , 

b. Providing capital grants to institutions that finance 
home improvement loans. 



c: Providing capital grants to increase the supply of 
construction finance for black enterprises. 

2. Increasing the availability of long term 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 3, E and G, respectively. 

IV. Policv a n d e n t  corn~onenf. 

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 viabla 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 Governmnt Forum to research alternative 
government structures is expected to be established in the near 
future. The Macro Economic Research Group (MERG), in which many 
of the democratic forces are partici~ating, 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 
cityn, 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 produce?,. 

Despite significant progress in establiihing policy fora, the 
policy formulation process has been constrained by a lack of 
policy-related research and a lack of access to a large 



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 khe 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 

r ,  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 cotltracted t.echnica1 assistance 
team. Because of the nature of the required assistance and the 
specific characteristics of the South 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 
inst.itutiona1 affiliation will allow the assistance team 
to work in a 
important to 
existence of 
below. 

non-partisan way. However, it will be 
maintain accountability through the 

a project advisory committee, discussed 



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. 

visorv committee V. Proaram ad 

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 coinmittee 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 agsuring 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. In 
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 a x l  comment 
upon project documents as they are produced. 



IAL P M I C  

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 inteiided 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 mechanisms 
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. 

11. Criteria for S u c w  

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 execatives responsible for both- 
conventional and unconventional housing finance claim that their 
main constraint to extending mortgages to currently excluded but 
potentially lucrative inarkets 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 alternatives: 

o Strengthening non-governmental organizations. 
o Leveraging capital from formal financial institutions. 
o Fostering community development trusts. 
o Promoting small-scale black entrepreneurs. 
o Increasing the supply of serviced land, 

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 project a 
success? 

o If the supply of serviced land and sheltec is 
dramatically increased, but the provision of this 
urban infrastructure is still channeled primarily 
through "white enclaven enterprises, is the project a 
success? 

- - - . - .  



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 

- 
institutional capacity results in a negative 
financial return and limited market coverage, is the 
project a success? 

o If a credit delive~y 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. 

1. For existing institutions, data regarding financial 
performance to date should be evaluated, especially 
regarding: 

o ~ompositi'on and ownership of the initial capital base. 
o Sources, amounts, and terms of additional capital 

contributions. 
o Application of funds, both for internal institutional 

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



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

o Loan portfolio composition, quality, turnover, and 
profitability. 

o Lender and borrower direct and indirect transaction 
costs. - 

o Beneficiary profile. 
o The quality., timeliness, accessibility, and 

utilization of financial, administrative, and 
performance data to monitor progress and adapt 
policies and operations accordingly. 

o Internal audit capacity. 
o Program evaluation capacity. 

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

o Magnitude of SUDS assistance relative to non-project 
resources. 

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

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

o Proposed budgets and action plans. 
o Pro-forma financial statements. 
o Experienceelsewhere, either inSouthAfricaor 

abroad, with similar programs in comparable 
environments. 

4. 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. 

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

o Monitoring and evaluation implications of funds co- 
mingling. 

. - 
o Explicit or implicit subsidies entailed in SUDS- 

assisted project activities. 

o Linkages between political legi'timacy, social 
acceptability, institutional capacity, teclinical 

--- . - -  feasibility, and financial risk. - .  



IV. m m i c  Viabilitv . . .  

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

o Individual and institutional positive and nsgative 
incentives entailed in such interventions, and the 
most likely' 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-assicted projects on 
comparable activities elsewher% in South Africa, 
particularly in regard to posikive 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. Financial and Economic A n a , g ~  

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. 

o 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 through the exchange of information 
and expertise. It is essentially the first qhase of project 
implementation, the product of which is a negotiated contract, 
if capital assistance is warranted, comprising mutually 
acceptable project objectives, timetables, implementation 
benchmarks, and performance standards. Capital assistance 
should 'then be disbursed in tranches, based on the phased 
fulfillment of this contract by project participants. 



IONAL A N A W  

As an umbrella project, the Shelter and Urban Development 
Support (STJDS) 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 trsnsition to post 
apartheid South Africa is chrrscturized by the emergence 
of a significant number of new instirutions 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 USAXD 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 

I required in other developing countries. 
I 

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 
USAXD/South Africa. This analysis will also recommend ways to 
deal with the delivery of those activities. 



11. Analysis of South Africaninstitutions 

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 th5y 
propose. In addition, Annex D, Financial and Economic Analysis, 
provides further guidance regarding the analyses that should be 

). 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 
objectives 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 
technical/developmental approaches? Does the institution 
have the technical capacity to cacry out the proposed 
activities? 

3. ns?oficiaries/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 dealing 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 xith USAID requirements? 

It is difficult to establish a specific threshold beyond which 
assigning implementation responsibility carries with it more 
risk than potential benefit. In evaluating risk, 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. Indeed, 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 strengthen 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 
hatitutions should be nurturing and nanagerial. However, at 
the same time, USAID must not be afraid to terminate 
relationships when it appears that institutional performance 
cannot be improved, thereby jeopardizing the desired impact of 
assistance. -- - - - -  - - 



111. -tion of t r a i m a  . . within U S m / S a  

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 thin5 be 
coordinated, when necessary, with other SUDS activities. 



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 livir~g in urban areas wil1,if realized, have a 
significant impact on the social fabric of the country. 

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

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 towmihips 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 , 
services. It is now estimated that seven million people are 
informally housed, living in backyard shacks, overcrowded slums 
and makeshift settlements. Dependents have come to join migrant 
workers in hostels and entire families live around single beds 
in dormitories, with little or no privacy. 

2. I.nadeauate access to s e r v m  

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 water, building materials, access 
to schools and other services. This has led in many areas to 
the establishment of self proclaimed warlords. 

3. =a1 and ~hvsical h e a m  ~roblems 

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

Siting segregated townships on the periphery of towns and cities 
has resulted in an inordinately large proportion of township 
residents' tine and money being allocated to transport to and 
from work and shopping opportunities. The World Bank ertimates 
that up to 102 of black family income is spent on transport. 
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. 

Current average unemployment rates of 405 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 302 of the population in formal employment. 

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 
structure 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 thiz vacuum. 

7. 7 r e s  
L' 

The migratory labor system, resulting in workers being separated 
from their families for lengthy periods, and the presence of 

I large, singlb-sex hostels in suburban areas has led to family 



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

The enormity of the social disruption caused by apartheid defies 
easy descrip:ion 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 refuse 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 managexent 
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 interests. 

I 

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 
baing encountered, such as dysentery, malnutrition and cholera. 
Iccreased access to shelter, water, sanitation, and expanded 
economic activity which will be facilitated by the SUDS Program, 
will have considerabl* impact on health. 

1 1  
4. Support in the SUDS Program for policies and development I' 

models that promote urban infill will considerably reduce \. 
travelling time to employment, resulting in benefits to the Is 

fazily and community. 

5. The basic thrust of thyJSUDS Program is towards the 
empowerment and stimulation of the private sector through the 
group, the individual, and 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, 



indicates that USAID will need to be aware of the possible 
social and emotional responses to urban infill projects. 

7. Finally, the SUDS initiatives will have an impact on che 
national itransition process currently underway in SA. It has 
been argued elsewhere that the role of civic movements, NGOs, 
de~elopment agencies and service organizations is crucial in 
this period of political wcertainty. It follows that technical 
and experiential development, as envisaged jn the program 
through hands-on technical assistance and trejning, will impact 
beneficially not only in the local community targeted, but on 
the political and social fabric of the country as a whole. 

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 house 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. In some 
instances, domestic servants obtained accommodation on their 
employers* properties. 

Customary marriage and South Africa's legal system maintained 
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 Seen forced into 
shack settlements in urban areas of. Recent studies have shown 
that between 542 and 722 of heads of households in these shack 
settlements are women. It follows, therefore, that any program 
designed to improve the shelter and urban environment in SA will 
impact substantially on women. 



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

1. Since 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 
overcrowdad conditions; In the interests of their children, 
women have had to leave the hostels and build shacks in infarmal 
settlements. Projects designed to increase the supply of sites 
for house construction will benefit them directly. 

I I 
2. As is the case in many cultures, in S o ~ t h  Africa women have 
the primary responsibility for cooking, care of children, and 
cleaning. Lacl: of water, electricity and other services in 
urban azeas 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 sltes 
a-d 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, 
A elements of the SUDS P,:ogram which seek to strengthen the 

technical and negotiatj+,ng capajity of community organizations 
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 

i8,,'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. 
C 

~rojects 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, Repapnent records of I I 

women in existing lending programs have demonstrated that women, 
generally are good credit risks. I. 

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, furniture manufacturing, sewing, etc. activities. 



South Africa is undergoing fundamental political and social 
reform as profound as that experienced in Eastern Europe. Any 
initiative 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 government 
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 witn policies and organization. They are 
still ~djusting to that role. Even with the return of many 
refuge*?~, 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 h  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 large extent been allayed by 
the strong support for the government's policies demonstrated in 
the referendum held on March 17, 1992. 68.91 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 
cammunity, the most likely scenario for the short term political 
development of SA is transformation throuzh negotiation. The 
current vehicle for this is CODRSA which consists of five 
committees or task groups: , 

1 



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

* Constitutional principles and process; 
* TransiLional arrangements; 
The future of the TBVC states (homelands); 

* Timeframes and the implementing of decisions; 

lation; the 

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 robustr 
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 for 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 a 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. 

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

1, ns SRould be stre-. for them, 
to ~artjrCipate mea&afullv in w n a  urban develovmenf; 

I 

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 will oot 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. 

r 
--*. *-.  - - - . -"- . . - 
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The SUDS Program will strengthen the capacity of members of CBOs 
to understand the technical and policy issues affecting their 
env.ironments, and to participate meaningfully in negotiatioc. 
The Program will also assist in preparing aembers of CBOs for 
effective participation in a future, acceptable local government 
system. - 
The SUDS Program will provide experiential and theoretical 
training for these disadvantaged community groups. In certain 
instances, the Program will also financially assist CBOs ar.d 
civics, allowing them greater freedom of choice of advisors and 
consultants and strengthening their negotiating position through 
information. 

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 Program may be targets for political action and 
struggles to wsume control of the process. Projact 
interventions under the SUDS Program may beccme the subjtct 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 for 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. F non -  artisan a ~ ~ r o a c h  ShOuld be taken to the 

Given the highly charged political environment In SA, the 
Program should work with a wide range of counterpart 
organizations and individuals tot avoid identification with any 
one group or political affiliation and to avoid allegations of 
bias. 

Pressure to produce short term results may require USAID to work 
through some established white-led NGOs for the first year or 
two of the Program. This approach must be Salanced 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. In 
addition, USAID should require a plan for training and 

- integration of blacks into white led groups. 

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

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 Advisory Committee, should also ensure a 
reliable and ongoing f l c ~  of 'nformation and feedback to people 
involved in the project activities and to the general public. 

5. ~ t a n c e  of an el-t of rr& 

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. In 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. 



(Note: 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 SUbWrRY 

The study focussed on four aspects of thesmall contractors: 

1. The organization of the buileing 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. me oruanization o 
. . 5, the builgUia industry 

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

The owners of small'contracting firms typically are poorly 
educated, and some are even illiterate. 

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 sick 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 co- 

Small builders face difficulties in many different ways. They 
3 find it hard to get credit at building materials suppliers, and 
even to get materials delivered at site. This increases their 'I 

' costs significantly. I 

They also find it difficult to obtain "tridging finance" to 
=over their cash flow needs during a contract, to post 

.', performance bond? and meet other financial commitments in the 
early stages of a contract. 

I 
L 



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 manaaerial needs of the small contractou 

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

. . . . E. W t l n a  tralnma P r o a r m  

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 institutfons charge fees, 
others do not. However, the number of firms currently 
benefitting from training is very limited. 

The report proposes three principal interventions. 

1. Increasing the availability and scope of training courses 
and the developmenc of training 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 !jesignation of agencies to 
conduct the training would be determined by a project committee 
on which small contractors and UlJAID would be represented. 

i' 
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 guaranty (e.g. Grameen Bank) 
system will be explored. 

3. Strengthening and unifying the small contractors 
associations and creatiilg 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 
oppartunities as housing developers (as opposed to builders as 
such). 



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 aspecks: 

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. 

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:b'es 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 tb 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 number 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,businesses, the sector has not 
flourished. 



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 Botswsna. - 
In light of this, and ps pirt of USAID and RHUDO's overall 
housing and urban development program, it was decided to examine 
the conditions under which small scale contractors operate in 
South Africa, their performance and existing training facilities. 

. . 
3. The structure af the buildina industrv 

3.1 The ~ r o ~ o r t i o n  of small to larae fiEmS 

  he 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 recant 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 firms, which implies an increcsed number of small firn . 
In addition it is considered that' 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 urxagistered firms a survey in the Cape Province 
showed that 68.8% of the firms working on housing projects were 
unregistered. By projecting the rate of increase in 
construction %irms since 1985, and assuming the number of 
unregisksred smali firms is equal to the registered small firms, 
we can estimate fbat there are about 13,000 small contractors in 
total in South AE~ica, the great majority of which would be 

\ black ovrned; : " 

1 ( I , '  >' ,;> 

n , , l : , ~  ;7 
The small-. fik:msi.aro typically owned by a bricklzyer or.carpenter - I - unle5.r. tho$. ,are a specialist subcontractor such as a plumber 
or elecpri$:n;' '.they were usuztlly started by the owner after he 
had yaiqehl4xper~,ence with orl~ of the large white contractors 
and either decided to leave to make more money, or was declared 1. 
~edundant-, There are exceptions to>-this pattern, though these 

t 2  iare numeikally small. First, there are contractos that are 
run by businesl4people who do not come from within the , 
construction sector; secoualy there are those who have had an 

,,academic or professional training in the construction sector. 
L \ 



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 dace very real difficulties due to their 
low level of literacy and numeracy. 

For reasons that will become apparent below, the majority 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 figure in the statistics, 
registration implies four things. 

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

- They must pay the statutory minimum wages. In the case 
of a bricklayer this is about RS per hour; for a laborer 
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. 

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. Edch 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 125 to the minimum wage. The 
payments are made to the Industrial Council. 

3.3.4 A firm withan annual turnover of more than RlO0,OOO has 
to register with the Value Added Tax (VAT) authorities. This 
enables it to obtain rebates of the VAT (currently 102) on 
inputs. Thus, small firms are charged VAT on their materials 
whereas larger firms (provided they are registered) can get 
their VAT refunded. - I '. f 

i t  



3.4 Xhe Trade Assnciatlons . . 
The c?ex 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, 
discrimhates 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 ?.frican 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 Soweta 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 Bbilders Fora have been created by interested 
parties in both Johannesburg and Cape Town. These are still in 
their infancy. 

';The small scale of the majority of black firms places them in a 
very disadvantageous position, relative to larger ones in some 
important 'respects. 

4.1 -Materials t 

c t  

4.1.1 Because their turnover1 is low, they canndt get building , ' 
material's 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, 
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 obtaining the 60 or 90 days credit enjoyed by large firms. 

4.2 Finance 

4.2.1 kidging Finance 
The term "Bridging Finance" is usually used to refer to finance 
required to meet the cash flows during the implementation of a 
contract. The finance is usually rolled over several times 
during the contract period which is typically ab~ut six months. 

Various schemes exist to cover the need for bridging finance, 
but some of these loans 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 IPM 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 total exposure of about R500,OOO. (This 
is not due to a shortage ot capital to lend: for example, the 
IBM fund administered by EDSA has capital in excess of R1.5 
million). 

4.2.2 Performance Guarantees 

Formal contracts usually require that contractors provide a 
screty 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 preyents them 

, from obtaining formal sector larger contracts. 

4.2.3 Tender Deposits I 

J '  ' i / 

Though a minor expense, requirements that concractors deposit I 1  

R150 or similar amounts in order to obtain tender documentsl'ia 
another hurdle that they must face. 8, 
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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, esps.'"alLy Sovernment contracts, 
is very complex even when the work i$ of a straightforward 
nature. Some Departrnents.of Government isstis tender documents 
only in Afrikaans, a-langdagu in which mos:t: small contractors 
are not proficient. I 

5. Summa_rv: the present situation 
. . .  

, . I 5.1 The 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 synbiotic 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. In 
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 
industry was subcontracted. It is c,msidered that today's 
figure is about 50%. 

The advantage for the main contractor i~ that: 

- the problem of the direct management of labor is 
avoided; and 

- money is saved because 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 practice. 

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



(a  limited degree of technica 11 assistance. 

However, 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 dispute. - 
5.1.2 The lack ok an alternative market 

The lack of capitalization of small contractors is partly due to 
the lack of opportunities for them to do the scrt of work for 
which they are best suited: building one-off hmses for middle 
income perscns in the black townships. This market is currently 
very depressed as a result of a shortage of long term finance 
cause?, 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. 

Small contractors have two important adviintages: 

5.2.1 Low ir.=ome communities frequently insist that local black 
contractors 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 being unregulated and un-unionized, black 
contractors can undercut white contractors, thereby providing a 
low cost service when employed as subcontractors. 

6. The tr-a. tee-anhal ass- 
small_contractars. 

All interviewed agreed that the managerial performance of small 
contractors has been, poor hitherto, and this undoubtedly partly 
explains their failure to thrive. In addition to the problems 
concerning finance referred to above, the causes of this poor 
performance have been ascribed to a lack of skills in areas such 
as: 

i 1 



6.1 -ins and materials xhedulino s k i m  

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 Loen 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 haa in the business), while high rates mean 
that they do not get the work at all. 

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 lobor is used on the work. The net result of this 
is to cause late completion of the job and incrnased costs. 

6.3 Business Metho& 

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. 



ANNEX I 

SHELTER AND U R U N  DEVELWMENT SUPPORT PRUJECT 
SUNWRY OF TRAINING, I N F O M I O N  EXCHANGE AND RESEARCH 

PROJECT CMPONENT I W B E R  OF PARTICIPANTS I COSTIPART IC 1 PANT 
1 I FY 9 2  
I FY92 FY93 FY94 U S 5  IClOX inc. FY93-95) - ---.---..--.-...---.- ............................................................... 

I. CBO CAPACITY 
BLDG 

1. CBO DEML. 
HGMT CAPACITY 
a. uorkshop 
b. regional r m r s  
c. ob*?w. tours 

2. COHH DEVEL. ADVSRS 
a. cwrsc 

3. HOnE WNERSHP 
EDUCATION 

a. advisor trng 
b. observ. tours 

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

111. BRIDGING L SHORT 
TERM FINANCE 

1. BRIDGING FINANCE 
2. H W E  FINANCE 
a. observ. tours 
b. internat1 conf 

IV. LONG TERU FINANCE 
1. LEVERAGING FINCE 
2. ENTRY TO LOP INCOME 

HARKET 
o. seminar 
b. obstrv. tour 

, 
V_ POLICY AND INST ITUTNL 

DEVELOPMENT 
1. POLICY FORMULAIN 
a. workohops 
b. observ. tours 
c. interntl conf. 

2. SUPPORT FOR POLICY 
PROCESS 

3. TRAlNlNG 
a. urban mgmt trng 

in SA 

COO 
10000 
1500 

b. observ. tours. 1 
c. academic trng US (MA)[ 
d. academic trng SA (BAII .............-.................................*........ ............................ -- ---- " - - "  - -- - - "  - 



SHELTER AN0 URBAN OEV5LOPMENT SUPPORT PROJECT 
S W Y  OF TRAINING, INFORMATION EXCHANGE AN0 RESEARCH 

ANNUAL COSTS 

I. CBO CAPACITY 
BLOC 

I 

1. CBO OEVEL. 
I 

ncnt a p A c r r r  
I 

a. workshop 
- I 

l m s  
b. region;l sennrs I m S  
c. observ. tours IEOUC 

I 
2. C W  OEVEL. ADVSRS I 
a. course 1 EOUC 

3. HOnE OUNERSHP 
I 

EOUUTlON 
I 

a. advisor trnn 
I 
lsws 

b. observ. tours IEOUC 

I 
1 I. ASST BLACK CONSTRCTN. I 

ENTERPRISES 
a. training 

I 
l S W S  

b. iaterntt. conf. 1 EOUC 

Docmentation 
I 
isms 

111. BRIDGING L SHORT 
I 

TERM FINANCE 
I 

1. BRlOGlNG FINANCE 
I 

2. H M E  FINANCE 
I 

a. observ. t w r r  
I 
IEDU: 

b. internatl conf IEOc 2 
I 

IV. LONG TERM FINANCE 
1. LEVERAGING FINCE I 
2. ENTRY TO LOU lNCU4E I 

MARKET 
a. seminar 

I 
1 SUDS 

b. observ. tour lEOUC 
I 

V . P O L l C l A N 0 l N S T l l U T Y L  1 
DEVELOPMENT 

1. POLICY FORMULATW 
I 

ir 
a. workshops 

i 
puos 

b. obrtrv. tours 1 EDUt 
c. interntl conf. I SUDS 

I 
2. SUPPORT FOR POLICY I 

PROCESS 
. , I Incm 

I 
I 

a. urban mgmt trng 

b. observ. twrs. 



I I I 
VI. SECTORAL STUDIES, INTER-IPDBS 1 150,000 250,000 250,000 250,000 1 900,000 

DONOR RESEARCH 1 I 1 -.-----------..---.------.-..*---------.-..--.--.--.-.-..-------*-*-.--.----.-...--..--..-...-...-...--.--. 
VII.  TOTAL COST I 1 325,000 2,103,700 3,032,210 3,572,940 1 9,033,850 -.......--------------..-.--.----.----*-...-.---.--..-------.--.--.--.------.---.-----.-.--.------ 

FUNDING SOURCE TOTALS: 
SUDS 11,228,900 - 
UlSSlON EDUCATION PORTFOLIO 15,326,950 
INCREHENTAL FUNDING 11,378,000 
PDES 1900,000 

9033850 



ANNEX J 

SC(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 govsrnment of the recipient - country is failing to take adequate 
measures to prevent narcotic d ~ u g s  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 countryut (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 
Itmajor drug-transit countryw (defined as a 
country that is a significant direct 



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) does 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 
Contxol 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. aovarnmant Poliay (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 %ajar illicit 
drug producing countryn or "major 
drug-transit countryn (as defined for the 
purpoam of FAA Sec 481(h)), has the 
President submitted a report to Congress 



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 wit& violence inflicted 
by or with the complicity of any 
government officer; or (d) which fails 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. nstional interests and 
the drug control and criminal prosecue' &ion 
efforts of that country? NJA 

2. Tndebtobness to U.8. aitisenr 
(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? #/A 

3. 8oisuro of U.8. Proporty (FAA 
Sec. 620(e)(l)): If assistance is to a 
government, has it !including any 
government agenci~s or subaivisione) 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? #/A 

t -  t ,  

4. ~oamunimt~'countrimr (FAA ~ e c s  . L 

620(a), 620(f), 620D; FY 1991 I 

\ '  Appropriat%,ons Act SICS. 512, 545): fa 
recipient country a Communist country? If - 
so, has the President: (a) detarmined , 

that assistance to the country ie vital to 
the security of the United States, that 
the recipient country is not controlled by 

- 



the intennational Communist conspiracy, 
and that such assistance will further 
p m o t e  tha independence of M e  recipient 
country from international communism, or 
(b) removed a country from applicable 
restrictions on assistance to communist 
countries, upon a determination and report 
to Congress M a t  such action is important 
to the rlational 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 M e  Soviet-controlled 
government of Afghanistan? No 

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

6. OPIC Invastrant murnty (FAA 
Sec, 620(1)): Has the country failed to 
enter into an knveetment. guaranty 
agreement with OIPIC? N/A (asmistance is 
not to South African Goverruant) 

7,,  8mi-8 of V.8. rimhing Vas8Ol8 
(FAA St=. 620(0); 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 Rn 
internatibnal waters? (b) If so, has any 7. \I 
deduction required by the Fishermenya ' 
Protective Act been made? No 

i. 
\'\ 

. I  I 

8. Loan Dafault (FAA Sea. 620(q);  
I FY 1991 Appropriations Act Sea. 518 
(Brooke Amendment) ) : (a) Has the 
govarment of the recipient country been 

' in default for more than six months on 
fnterost or principal of any loan to the 
country under the FAA? (b) Hais the 
ceuntry been in default for m i c e  than one 
year on intareet or principal on any U.S. 

/I 

loan under a program for whictlr the FT 1990 
Appropriations Act approptiat&s funds? 
8 )  uo: b) It0 



9. Xilituy Eqdpront (FAA Sec. 
620(s ) ) :  If contemplated assistance is 
development loan or to come from Ec~nomic 
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 
resources spent on military wipment? 
(Reference may be made to the a ~ u a l  
"Taking Into Considerationu memo: "Yes, 
taken into account by the Administrator at 
time of approval of Agency OYB.a 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 
ci ramstances occur. ) MIA 

lo. Diploutie Selutions with U.8.  
(FAA Sec. 620(t)): Has the country 
sevsred diplomatic relations with the 
United Statest If so, have relations been 
r e w e d  and have new bilateral assista~ce 
agreements been negotiated and entered 
into since such resumption? So 

11, U.I. Obligations (FAA Sec. 
620(u)): What is t&e payment status of 
the country's U-N. obligations? If the 
country is in arrears, were such 
arrearage8 taken into account by the 
A.I.D. Administrator in determining the 
current A.I.D. Operational Year Budget? 
(Reference may be made to M e  Valting into 
Considerationa memo.) mila Ylouth Afic8 
ha. b a n  dapriv.6 of its tf# rota boeauma 
of 8rrurages this was taken into 
conrideration by the rarfnistratot in 
approving the Manay om. 

a. Uurcrturrry and muppott (FY 
1991 Appropriation8 Act See. 596; F M  
See. 6aOA): Has the country been 
determined by the Promidant to: (a) grant 
sanctuary trom prosecution [to any 
iadividual or group which ha+ contaaittd an 
act of international termrim, or 



(B) otherwise support international 
terrorism, uriloss the President has waived 
this restriction on m u n d s  of national 
security or for humanitarian reasons? 
8) m,Y b) Ho 

b. Airport  Bmcurity (1- of 
1985 Sec. 552(b). 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? Ifo 

13. Discririnrtion (FAA Sec. 
666(b)): Does the country object, OR the 
basis of race, religion, natianal origin 
or sex, ta the presence of any officer or 
eaployee of the P.S, who is present in 
such country to carry out economic 
development programs under the FAA? No 

1 4  nto1.U T m h n o l ~  (FAA S-, 
669, 670): Has the country, after August 
3, 1977, delivered to any other country or 
received nuclear enrichtat or 
nprocrssing equipment, matariala, or 
technolw, without specified arrangements 
or safeguards, and without special 

1 certification 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 expJssive device? If the country 
is a non-nuclear weapon state, has it, on 
or after Auqu8t 8 ,  19bS, expettad (or 
attupta to export) illegally froan the 
United State. any material, equipment, or 
technology which wwld contribute 
significantly to the ability of a country 
to aanufacture a nuclear explosive davice? 
(?M Set. 6208 permits 8 8pacial waiver of 
Sea, 669 for Pakistan.) Wo 



Asseably of the U.N. on Sept, 25 and 28, 
1981, and did it fail to disassociate 
itself frorp the communique issued? If so, 
11s the President taken it into account? 
(Reference may be made to the Vaking into 
Considerationw memo.) Mo 

16. fils- Copp (FY 1991 
Appropriations Act Sec. 513): Has the 
duly elected Head of Goverment of the 
country been deposed By military coup or 
decree? If assistance has been 
terminated, has the President notified 
Congress that a democratically elected 
go-ht has taken office prior to the 
resumption of assistance? MIA 

17, Rafugee Coopration (FY 1991 
Appropriations Act Sec. 539): Doer the 
recipient country fully cooperate with the 
international refugee assistance 
organizations, the United States, and 
other governments in facilitating lasting 
solutions to refugee situations, including 
resettlement without respect to race, sex, 
religion, or national origin? Dimeumriona 

PrPd-r with the 60~th Afrfc8n 
ewunmoat to all- the Onitad Sation8 
Xigh Corrrimmion Sor Refugaam to broaden 
'its maa&to to inoluda Ho8ubiqu~ 
raf~~..m. 

18. Exploitation of ChilUrlsn (FY 
f991 Appropriations Act Sac. 599D, 
mending F M  Sac. 116): Does the 
recipient government fa i l  to take 
approptiata and adrquatm meastaren, within 
it. -, to protect children from 
exploitation, abuse or forced conscription 
into rilitary or paramilitary services? 
was 





Listad k lov  are  s o a m c r y  c i t e r i a  
applicable to t5r ass i s tu rc t  resources 
-ae=selvu, ra-et to t2ie e l i g f t i l i t y  ef a 
c c c x z y  t o  rrcmive assistance. T3fs s e e f c n  i s  
d5vid.d h t o  tL-ee mrts. Par t  A includes 
c r i t e r t a  applicable t o  bat3 Develcpent 
Assistance .rrd t tczcaic  mptrt EUd resecrtes. 
?a rc  B inclubes u i t c - i a  appl$ ,ut l r  c d y  t a  
Seue?cpaex Assistazce resccrtes. P u r  C 
fsclrCes c r i t e r i a  r ;3l icafh cnly t o  Ecczc:i+ 
9appcrc F'&~CS. 

1. I C S ~  e o - q  m + e i o ~ ~ a o t  t t f e t t ~  
( F U  See, 601 (a) ) : :nf cmaticn mb Wh 
c c n c ~ r s i o ~ s  en vhetker a s s i s t ~ c . ' u i l l  
excurage  ef tor:a cf t3e eountxy lo: 
(a)  increase trce f ? w  cf iac-,rr.ur:~nal 
ttaCe; (b) t c s t r t  :rivrtr i n i t i ~ t i -  and 
ecrpet i t ion;  (c) encecrrpe dewlop~ent  Md 
use cf cocperrtivms, credit unlora, and 
s a v n g s  &!d lcrn a s s ~ i a t i c n s t  
(dl discoorage mcnepclfstic ;?act?ces; (e) 
f:gr:ve u c h n i c a l  etficiency of trr~?ust,-y. 
r~:ic~?tu:e, md ec=erca; a ~ d  ( f )  
suengthe.? frrt 'raker unicns. 







10. P.I. P r i m t e  TraUm ( t U  Sec. 
6 31 ( 5 )  ) : In i e r za t i on  and conchs  i cru on 
hcv p r o j e c t  v i l l  ancocrage U.S. pr ivate  
t r a d e  and invas t sen t  abroad and encorrrage 
p r i v a t e  U.S. p a t , f c l ~ a t i c n  i n  fcreign 
a s s i s t a n c e  Fr-rrs (inc?uding use of 
~ r f v a r l  traCe char-7.1s and t!!e services  or  
U.S. p r i v a t e  ente,--,rise). 

2.S. sr iv t te  clr$anits -121 
5e invited :a s h m i t  
? ~ c ~ c I ~ : s  Czr -r vieisg ? = technical serv?ces sneer :KC 
3rcqrm. 

a. Xactpi  a n t  Coatribctfocs 
(?jYIL fees .  6 X  ( 5 ) .  626 (3) ) : Zestrike 
steps zakea t o  rascre  t!!a=. t a  ',e :axlz:a 
ex tez= ;cssik:e. :kr c:oz=rj is 
C',-" L,.- ' - ' . -. -,,,,-,..g ::ca? c l r r ex : e s  :a =eet ::e . . - --- ccs= c f  ctntrac=.:al a.?d c t h r  ~ ~ ~ ~ i c e s ,  -. 

t .  

and i t r e i g n  ~ ~ r r e n c f e s  cb3ed t y  :.'.e 3.S. . - .  
a r e  u=tlr:e9 i a  l i e u  cf dollars .  N/A 

b. u.8.-mad Car:a:cy ( F M  
See. 612 (C)  ) : aces cke U.S. cva excess 'r 0. 
I t r e i t n  e z r r e x y  c i  :he c tuz t ry  asd, i C  
so. vbat  a r = r ~ g e = e n t s  have bee3 t r e e  :tr 
its re lease?  . . 

c. Saparate Account (TY :SSL - e A ~ ~ r ~ ~ t f a t i t n ~  At:  Sac. 5 7 5 ) .  4, 

r s s i s cance  is  ic ra i shad  :a a fc:e!;rr 
scve:?serrt :nCer arranqetents  vhick-rzsuLt 
i n  %\e Seneratic;? of l oca l  c%rrencies: 

I ?  1 

(1) Has A.1.3.  ( a )  !:I 
t q ~ f r e d  :>at ice11 curreacies  t e  N/A 
ee:cs:ted i a  a separate  acccozt 
es:ablis3ed Ly :be r ec ip i en t  gcve::=e3t, 
( 5 )  e.-.=e:ed in-a r a  rqreeren t  v:=A =:at i:) X/A 
Scve::aenc :rovidinq tLe azouzz cf loca 1 
cur tenc?es  t o  5. generated and the t e n s  
azd c t n d i t i t n s  w e e r  vhica :he cc:rexies 
s o  :',epcsited say k u t i l i z e d ,  rzd (c) .  ( c )  W A  
t s t a b l i s h e d  t y  ag raamnt  tk 
: 8 ~ : e ~ s f b i l i t i e s  e f  A.I .D.  aad :ha: 
;:ve::.zent =a ::z?ttr and rc::uat t:r 
tegcsi:r :%a r%b dis:u:se=ea:s :::z ::a 

I \ se;a:~:e ac::;::? 

BEST AVAILABLE COPY 



( 2 )  W i l l  s uch  l o c a l  
a r : enc ies .  o r  a n  e q u i v a l e n t  a a c w t  of 
l o c a l  c u r r e n c i e s ,  be usad o n l y  t o  c a m  
o u t  rh p u q c s a s  of r!e DA o r  ESI & a p t u s  
c: t?e FAA (depending on vh ich  e a p t e r  is 
c?e s c u c e  cf LL.8 a s s i s t a n c e )  c r  f o r  the 
a & i z i s t r a t i v e  r equ i=ese r i t s  of t !e  United 
S t a t e s  G o v e r ~ e n t ?  

( I )  Has A . I . 2 .  t a l e 3  a l l  
a p f r s p r i a t e  s t e p s  t o  e x w a r .  t k a t  t h e  
e v i v a l e r i r  of l o c a l  c2rrenc:es d isbcrsed 
Zrca t h e  s e p a r a t e  a c = t u z t  a r e  :sed i c r  t h e  
ac reed  p , 7 c s c s ?  

( 4 )  I: a s s f s t a x e  i s  
=a-s ,,l..ated - t:, a  coun t ry ,  v i l i  m y  
.;r.er.~..-L.e:ed ka \azces  cf fun21 re sa in iag  
i n  a s e p r a t e  a e = s u a t  5e dis;csed eL Zor 
pur;cses a;:eed t o  t y  2 e  zec ip ien t  
~cvcr :se t . t  sad :>e Caiced S tazes  
Gover:aent? 

2 TraCe X e s t r f c t i o a s  

a. s ~ v l u s  c e r n o d i t i e t  in 15Sl 
X-,;:s;rfatic:s Acr Sec. 521(a ) ) : ,  If 
ass:s:azce fs f c r  t h e  ;roOuctica cf  any 
cczaod i ty  f c r  e q c r t ,  is t h e  co=odi:y 
l i k e l y  t o  3e ? a  s u r p l u s  on vcr!d :a>Kets 
a t  rL.e t i l e  %?a r e s u l t i n g  productive 
c a p a c i t y  t e c t s e s  o p e r a t i v e ,  and is such 
a s s f s t a n c e  1ike:y t o  cacse  su5s:antial 
: - 4 4 . -  ...,., y t o  'J.S. ;:olucc~s c f  t k e  sane, 
s.-. :,.:a: o r  c:~;etiag cc=odity? 
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t e a c i l r s ,  appa re l ,  i o o r v e a r ,  haa25a~1, 
f l a c  goods (su& a s  v a l l o t s  c r  coin  pur ses  
v o r n  on th ~ z s o n ) ,  v c r k  g leves  o r  
l e 8 t h ~  vearxng apparo l i . ,  

13. Z r o p i u l  T o r r a t s  (M 1991 
A:p:c:riaticns Act See. 5 3 3 ( c ) ( 3 ) ) :  W i l l  
:l;nc!s be used f o r  any p r g r r n ,  ~ r o ; o c z  cr 
a c t i v i t y  vhich would ( a )  r e s u l t  i n  any 
signizicar.: l e s s  c f  t r c p f c a l  ::rests, c r  
(5) i z v o l v e  indcs=:!rl t i -er  exz rac t i cn  
i n  ~ r f m a r y  t z c p i c a l  : c re s t  a reas?  

:4. PVO ~ s s i s t r a c m  

a. Audieisg and r r ~ f s t r r t i o n  
(fY.?991 A;p:c~riat icas A c t  Sec. 5 3 7 ) :  1: 
a s s r s t a n c o  r s  being zade ava i l ab le  t o  a  
FYO, t a s  =:at c r q a n i t a t i c a  srcvided upc3 -.- .--e?y reques': asy  dccuren t ,  f i l e ,  c r  
ret:rS necessazy t a  :>a a ~ d i t i a p  
zequi:e=cars t F  A. I . 3 . .  dnd is =he 3 0  Will be done at time 
zeqis:e:ed w i t 3  A.I.3.3 of e b l i g a t i o n s  . 

b. -ding 8 O U X C O 8  (FY 1991 
Ap~r: ; r ia t i tns  Act,  T i t l e  I:, ~ n d e r  
heading "Fr iva to  and Vclunrary . 
C:~aai:ationsn): I: ass:stazca i'r t o  Ln 
z a d e  t:, a CniZed S t a t e s  PVO (ct.L,er t.3an r 
cocperac ive  deve1cpmr.t  o r p a n i t r t f o a k  
d c e s  it c t t a i n  a t  l e a s t  2 0  percenc of its - ,,.a1 I- a n x a l  fcnCSag f c r  inte:za:ional 
act:v:ttes i:ca soc:cet oth:tl. .an :be Yes 
Caitet S t a t e s  Ccverz:ent? 

- -. - - r - - --- "r -. 
- ~ 

I r  

BEST AVAILABLE COPY 
Li 



6 .  r a t r i c  8 y r t r a  ( m i b u s  made  and 
C c ~ p e t i t i v r n e s s  Act cf 1988 Sac. 5164, a s  
inter ; l re ted by ccr.iercnce repcrr., a m d i n g  !/A 
Xat r i c  Conversicn A c t  of 197s Sac. 2 ,  and 
a s  irplcmantad %!ou$h A.I.D. pclicy) : 
Does t,\e ass i s tance  h c t i v i t y  use %?a 
metric  syszes ef :eaaure%er,t i n  its 
Frccure:ents, =ants,  and ct?er  
business-related a c t i v i t i e s ,  arcapt  t o  t!!e 
ex te rn  t h a t  .sfc:i :sa is i rp r ac t i ca l  c r  is 
1ikeLy t o  c a w e  s iqn i i i c anz  inef i ic ienc ies  
c r  l e s s  cf =crkets  t o  United S ta tes  ?f.rzs? 
Aza 5 2 3  p r c z r s e s  cs:al:y t a  ke rade ia 
zet-: ,,., - aad a re  ct=?cr.ents, s ' ; k e s s e ~ l ? e s ,  
and se:i-fatrzcated :a ter ials  :a 5 r  
s;eci:ied i a  =e:rfc c z i t s  vLea 
ecencoical ly  avar?rb?e and t r ~ ? ~ ~ f c a l i j f  
adeqaze?  w i l l  A . I . 3 .  spaci2icazior.s use 
set-; ,-% - ~ a i t s  e: :eas~:e ::=a rke ea:?iest 
? r o ~ r a = a t i c  szaget,  and f t c a  Lke ear l i ts :  
Ccc:=ematica c i  :be assis tance Frccesses 
( f z r  exa:p:e, ;rt jec= papers) involviag 
~ ~ a a t i f i a k i e  =ersc:e:eats ( k i g t h ,  area, 
v o l ~ e ,  c a f a c i q ,  =ass and veiqkt) ,  
-&-..a -.., ~ $ 5  t b r  i=;lerer,taticn stage? .. 

17. Wore3 ?a Dovelopaant (F4 1991 
A~~r=; r ia t ic : s  Act, Tit:. 11, rnCer 
keadzzg "Ko:ea f a  S e v e 1 o ~ r e n c ~ ) : ' ~ W i l l  
assis=cace be Cesi;ned so  t k a t  t 2e  -, 
perceata$e of vczen par t ic ipants  w i l l  be YES 
deacnstrably kcreased?  

:8. Rasicnal and Xul t i?a te ra l  
Assistaaca ( F M  See. 2 0 9 ) :  Is cssis=a:ce 
x t e  eff lc iezt :y  &ad effective!y pr tv i ted  
-L-c -..--~q.1 . :eg:sr.q?. c r  :utti?att:al 
erpaai:aticcs? I: so, why is ass i s taace  
ne t  s o  p r c v i d d ?  I. 'lfomation a?.d 
c=x:zs icas  ca v t e tbe r  a s s i s t a x e  vil:  
e3cecrase 2eve:cpiap countr ies  t o  
c e c p r a t e  i n  r e s ioaa l  deveic~nen= N/A 
:rcs:ars. 



19. W r t i o a n  (fY 5991 
Appropriations A c t ,  Titlm XI, undar 
heading 'Population, D A r m  and Sac. 525): 

a. w i l l  assistants 'b. ,uCe 
ava i l ab le  T.O any organi ta t ion  o r  p r g u  
vhich, a8  determined by the PreslOeat, 
srrpperta o r  ~ m i c i p . t . 8  i n  t b  mnapuent  
of a program of coarcive abortion o r  
involuntary 8 t u i l i z a t i o n ?  

b. W i l l  any fund8 be used t o  
lobby f o r  abor t ion?  

20. Coaparr t i ras  (FM Sec. 111): 
w i l l  a s s i s t ance  he lp  Cevelop coopetrtiveu, 
espac ia l ly  by ta-ical assis tancer  t o  
a s s i s t  r u r a l  md =ban poor t o  he10 
t h r ~ s e l v e s  toward 8 b a t t e r  l i f a ?  

a. Urm o t  curreac i r r  ( I M  Sacs. 
612 (b) , 636 (h) ; 1991  kpproprlatiens Act 
Sect. 507, 5 09) : Describe s teps  taken t o  
assure t h a t ,  t r ,  t!!e aaximum exrrnt 
possible,  fore iqn  -rencier owe$ .by t h e  
U.S. a r e  u t i l i z e d  i n  l i e u  of doll?rs t o  
r e e t  %?a c o s t  of cont rac tua l  and p t h t  
s r rv ices .  :. 

b. l a l e a r a  of  currancias' R M  
See. 6:2(d)): Does tha U.S. ovn excess 
foreign currency of rte c o u t r y  and, ii 
so, what a r rangerents  have bean maCe .for  
its rele-ase? 

. 2 Procuxuant  

a. -11 busiaaam ( T M  See. 
602 (a)  ) : &e t h e r e  arzanpements t o  p e r a i t  
U.S. s n a l l  bu8iness t o  par t ic ipa te  
equi tab ly  i n  tha furnishing of comodit ies  
and serv ice8  financed? 

Full md c:en c:mtrit4cn 
Frccedures will  :e fsl?owtd ?;r 
COntrrctUr rna :%mcity 
procurement. 

b. V.B. p r o c u r u a a t  (rM See. ~ e l s o n t b l e  tff:rts will be m e  
604(a)) :  W i l l  r l l p r o c r u e l P e n t k f r t a t h e  t O % ~ x ! m i ~ e t h i ~ r ~ C ; r r t m e n t t f  
U.S. except as othetwise Cetrmined by t h e  U . S .  source/ori;in c:moacr?es 
President  o r  da t emined  under delegation recuired in  :he irogrrm. 
f rcm him? Pr:pcsrls from U.S. 

or rn t t r t ions  .I11 be 
so!fclted. 



c. -fa. i n ~ ~ m c e  ( T M  Sec. 
604(d)) :  If ccoperatfng country 
d i s c r f r i n a t e s  aga f=s t  r a r i n e  ins=ance 
ccnpanies  aut2lori:rd t o  do tus inesr  i n  t!ia 
U.S., v i l l  c c u o d i t i e s  ba inscred i n  the 
Onited S t a t e s  aqa i c s t  marine r i sk  v i t !  
suc9 8 ccapany? 

e. C o r s t ~ c t i o n  o r  eaqfneerhq 
r e r r i c a s  (FAA Sec. 604 ( 9 ) )  : S i l l  
canstr;c=?cn c r  e.-.sineerinp services be 
procured f rcn  :fr-s of advanced Cevrltping 
ccun t r f e s  vSic5 are  o t h e ~ i s e  e1 ig i t .h  
:nCer CaCe 9 4 1  rzd which have at ta iaed a 
c c a p e t i t i v e  capak i l i t y  i n  i a t r r za t i cna l  
aarkecr  i n  cna c: tkese  areas? (Exception 
I c r  t 5 c s e  cour.t:ies vhich recr ive,&rect  
econcaic  ass?strnce under the  FM,rad 
p e m i t  t 'nited S t a t e s  f i r - s  t o  ct-+ate :cr 
c c n s t r ~ c t i o n  c r  engizeeriag services  
financed f r t a  r ss i s=rnce  Frog:a:s c,i,t?ese 
c c u n t r i  es .  ) 

. Carto preference shipping 
( P M  Sec. 603)):  Is =?e srhi~pinp excluCed 
I r c a  c e ~ p l f a n c e  with t 5e  requirenent i n  
s e c t i c n  S Q l ( t )  c: t 5e  Xerchazt n r r iae  Act 
cf :9?6. a s  a=ec<ed, t h a t  a t  leas: 
SO percec t  cf-W.e g r c s s  tonnape of 
cc-aodi t ies  (cs:;uted separately it: Cry 
t u l k  c a r r i e z s ,  C r y  cargo l i z e t s ,  and 
ta:Jcers) f fzraced $ > a l l  t e  t:r~s;c:ted en 
p r i v a t e l y  tbned 3 .S .  f l a p  ctt=e:cirl' 
v e s s e l r  t o  t h e  e=ent such vessels  a re  
a v a i l a b l e  a t  f a i r  and rmrrenab?e ra tes?  

BEST AVAlLAB1.E COPY -.- 



f a c i l f t i e s  and r e s c u e a s  c t  or?cr  Federal,, 
a ~ e n c i e s  be u+ i l i r ed ,  when t h y  a ra  
;&rcicrrlarl?, sui table . ,  no t  c a rpe t i t i v r  S/A. 
V:L% 2 r i v a t e  en te rpr i se ,  and nrde 
a v r i l a b l a  vi*AcAt &?Cue in te r ie rence  v~*A 
Ccnest ic  p r g r u ?  

3. u.#. a i r  c u x i e r s  
( I n t e r a r t i o n a l  A i r  T r a ~ s p c r t a t i o n  Fair  
Cozpet i t ive  Pract icau Act, 1974): If  a i r  Yes .' 
t r a r . s p r t a t & o n  of persoar  o r  prcpercy is 
i i z anc rd  en  m a a t  h : c f s ,  v i l l  U.S. 
c a r r i e r s  b r  r s ed  t o  t!!e e=ent sue3 
s e rv i ce  is a v a i ~ a ~ l e ?  

i. T a ~ i r r r i o a  i o r  co:verie:ce 
of  u.8 .  GCVIr=eZt (FY 1991 A~~r::riat:c~s 
As= Sec. 504) :  1: t2t U.S. G:ve::ser.t is Y.es. 
a Far ty  t o  a  ecnzract  :cr p rmxezen t ,  
dces =be r;cr.tzact ccn ta in  a  prcvisicn 
au t>c r i z i ag  t e ~ i n a t i c n  cf such c tn t t a c t  
::r csnvenieace of t h e  United States? 

j. Cearul t iag r a r r i r e s  
(bY :991 A p p r s ~ r i r t i c a s  Act Sec. S i c ) :  I: 
a s s i s t ance  is t c r  ccr.sulting service 
Ztrtugh p r o c r e z e n t  contrac: pursuant t o  5 N / A  .. u.S.C. 3109, & r e  cen t r ac t  e x p n d i t ~ r e s  a 
= a t t e r  of pcb l ic  rcccrd and avai?)ble f c r  - , ~ , l i c  .L. inspectfen (un less  eC?e,?.ise 
prcvided by law o r  Executive orCer)? < ,  - 4 

k. Wetrie coorerr lea 
(=.ibus r r ade  and Ctspetitiver.ess Act cf 
:588, a s  i ~ t e r p r e t e d  by ccn:e:enee repcrt ,  N/9 
asending F e r r i c  Canversion Ac: cf a975 
Sac. 2 ,  and a s  i ap l r r en t ed  t!!:tu;h A . 1 . 3 .  
pc i icy) :  Dces t:e a s s i s t a ~ e  Frosrarn use 
t.te a e t r i c  s)%m ef mersurerenc i n  its 
~ r o c u r e a e n t s ,  g ran ts ,  and etber 
t c s i ze s s - r e l a t e& a c t i v i t i e s ,  except t o  t he  
exzent =bat  scca use is i t ~ r r e t i c a l  c r  is 
l i k e l y  t o  cause s i g n i f i c a n t  i t .efficieac?es , 
c r  l o s s  of m z k e t r  t a  U n i t d  S ta tes  firzrr? 
k a  3 ~ l k  pur&%rser u s u r l l y  t o  be area i n  
z.e=:i$, sad a r e  ce:peneats, s~tasse:kl tes ,  
a22 sea?- fa t r ica ted  :a terfals  t a  be 
s;tz:::e2 i~ =e::ic u n i t s  ukea '  
cc:::=::r::y a*:r!:rk:e a:d :ec:.~l:r::p 
aSr;xa:e? S i l l  A . 1 . 3 .  s~eci:::at;cns ;re 
rez::c u n i t s  c: :easure ::ea tke  ear:frs= 
p:t;rr,=-.utfcks=ages, and t:tz =kr er:::es= 



docusentat ion cf  t k e  a s s i r t r a c e  procasrrs ' '  ( i c r  ex.npla, ~ r o j e c t  pap t r s )  involving 
w a n t i i i a b l c  measurecnt ,  (Len-, area, 
Volxme, capaci ty,  u s s  &?d waight) , 
- c q h  a e  hplemencation stage? 

1. competitive I e l ec t i c a  
Procedures ( F M  See. 6 C 1 ( 0 ) ) :  U i l l  t 3e  
ass i s rance  u t i l i z e  c t rpe t r t zve  seler , icn 
:rocedures f o r  *Am awarding of centzacZa, 
except where appl icab ie  pro-eatat c l e s  
a l l c v  o t h r v i s e ?  

N I X  

a. Capi tal  p ro jec t  [ T M  Sec. 
6 3 3 ! d ) ) :  iI c a p i t a l  (-, C:RS=?:C:~:~) 
pra;ecz, w i l l  U.S .  engineering m d  
F : : L I s s ~ c ~ ~ ~  se rv ices  be used? 

b. Ccartruct tca eontract ( T M  
S e e  6 1 1 c :  f f  c=nt:acts :cr 
ccr.s:r~c:icn aze t 3  ke Cinanced, v i l l  L?ey 
be l e t  en a ct=- ,et l t ive bas i s  t o  =&xi%- 
exten t  p rac t icab le?  

c. Large projmcts, ' 
Coagresstonrl approval (FAA See. 670(k)):  
I f  :or C t n ~ t m X t i o h  cf proOuctivt 
ente:;rise, w i l l  aqsreqate valre 'cf 
assistancm t o  t e  furnished 5y the U S  not  
exceed SlOO mi l l ion  (except f c r  productive 
e n c e r ~ t i s e s  i.-r Zmt L%a.5rt were d e s c r i b d  
f a  t ke  Congressienal Presentation),  c r  \ 
Cees ass i s tance  have tke  eQ:ess appztval 
of Ccngress? 

4 u . k & ~ a i t  a i ~ a t r  (TM see. 
3 0 1 ( C ) ) :  I f  fund is 8stablisl;ed solely t y  
U.S. cont r ibu t ions  and a&inistered by ur 
i a t e r z a t f t ~ a l  c tgaa i t a t i cn ,  dtes 
Ct=pt:ol:et Ge%ral have audi t  ri;!i=s? 



a. ra imk=rueats  (IM 
Sac. 483): W i l l  a r r a n g u e n t s  preclude us. 
of f i .uncing t o  sake  reirbursemenu, i n  
c3e f o r r  of cash paymaats, t o  p r s c r a  
uhcse i l l i c i z  &2g crcps  a18 .radicated? 

5. a s r i s t m c e  t o  ra rco t ica  
t x i f i c k e r 8  (FA& Sec. 487): W i l l  
arrangements t a k e  . a l l  reasenable s tagsg 
t o  precluda pro  c f  f i ran tang  t o  c r  tkrtugh 
i sd iv iCuals  c r  c s f t f  e s  vbic!! w e  k ~ o v  c r  
krve  reason t o  t e l f e v e  bave eft3er: (1) 
t e e 3  canvic+ed ti a vic:aticn cf any law 
c r  = e r ; ~ l a t f c n  c: -&e C ~ t e d  S ta tes  o r  a 
:=ref- ccurrzry r r ? a r i s g  t a  :a:c:tfos ( c r  
crke: t+a t : o l i~d  r?tsta:ces); c r  ( 2 )  bee3 
a 3  i l l i c i t  trai:fcker 9.1, o r  ct!e--vise 
i w o l v e d  i n  rEe i l l i c i t  t=alffckirzp c f ,  
any sue!! c=nc:ol:ad mt s t aace?  

27. - r s ~ r i a t i o a  &ad Uad  I e i o m  
( P M  Sec. 6tO(5)) :  W i l l .  ass ts tance 
:rec?ude use  c f  i iaaneing t o  ctrpensate  
cvners f o r  e q r c ~ r i a t r d  o r  natitr .alized 
:==pertye except t3  ccrpenaate ?crr.fpn 
a a t i c n a l s  i >  ac:+rCanee wit!! a la5d r e f c r r  
:rogrrm c e r t i f i e d  hy t 3e  PresfCen,,t? 

28. PoUco rab  t r i r c a r  ( r M " ~ e c .  
660): W i l l  a t s i s t r n e e  ~ r e c l u C e  use'& N/ A 
f h r x i n g  t o  :rcviCe t ta in ing ,  advice. o r  
any f i nanc i a l  sz:pcrt f e r  police. ~ r i s o n s ,  
c r  o t l e r  l a v  en:crca:ent fc rc rs ,  exceFt 
Lcr :arcotfcs ::t~ra:s? 

9 .  C I A  a c t i v i t i e s  (rM Src. 6 6 2 ) :  
W i l l  a s s i s t a n h .  ~ r e c l u C e  r s e  ti i inrncinp N/A 
f c r  CIA a c t i v i t i e s ?  

30. l o t o r  vah ie las  (TM see. N/A 
636(11): Will r s s i s t anee  ;:eclute s s e  ci 
: i s a x i n g  gcr  :cre2a3eD s a l e ,  1cn;-ran 
lease ,  r.xc?mge e r  w a r r n t y  ef tkr s a l e  0: 
:ctcr v e h i c l r s  :arwfrctured outs ide U.S., 
~ n l e s s  r waive: 2 s  o t t a b e d ?  



31, alitaxy r e r ~ o m a l  (n 1991 
Approprfatfcns A c ,  Sec. S03): Will ' 
a s s i s t ~ c e  ~reeludm u6e cf financing to 
pay pnticns, c-auities, retirarant py! 
cr adjusfed se6n!fc8 ccmpe3satica fct prrcr 
or ctrrurt a i i i w  porsexiel? 

32, rapeat of U.Y. &mraeata (m 
1991 A::rcprfations A= Sec. 504) : Will 
assis+rnc8 preclude us. cf fizanci.nq to 
Fay U.N. assesszeatr, arraarases cr dues? 

35. Xapressioa of ?opulat?ea (FY 
1991 Apprcpriationr Act See. SlZ)., Xi11 
assistance prrcluCe use cf finrzctag :at 
C?e pr;r=cse c: riding t2e e::ertj of the 
qcver?ml?t cf soc3 corz?t,y to retress t!!e 
legiti~ate rfthts of L?e populatfon 02 
sucb count-7 conuary to the LhiverWl 
%c:arat?on of 8-.? Iliqhtr? 

36. hrblicity or Progogaada (rY 1991 
A>~rcpriaticns Act See. Sl6): Will 
assistance k used for palicity cr 
F r c ~ a ~ a n C a  pur?cses designed to sc~pcrt cr 
Cafeat 'lepismion pending k2cre 
Conqress, to iniluenca in any vry t h  

' cutccme of  8 polit!cal e l e e i m  Sn rh. 
f'nized States, or for any ~rtlieiry cr 
:rc:rsaaCa pur?cser not autXerired by 
C4hSf @la? 

Yes .  

YO. 

a - "  REST A V ~ ~ L ~ B L E  COW .- - - 
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37. Xariza Xaae-race ( m  3 9 1  
A p ~ r c p r i a t f e r a  A c -  Sac. S63;: m i l l  cny Y e s .  
A.I.D. contract and so l f c i t a t i cn ,  aad 
s e o n t r a c c  entered i n t a  w d e r  s c d  
cent-acc. include a  c h o s e  : w i r i n g  e a t  
V.S. ruin .  i.as=ance c t rp ra i e s  h v e  a  
f a i r  o p p o c s n i t y  t o  bid Lor r u i a r  
insurancm vhen iwururca  is noem& 
o r  a ~ p r + ~ r i a t . ?  

3 C R I Z V 3 f A  AFPXCA3LE Z3 3rvTXrY.QY 
ASSXSf M ' C f  CNLY 

1. a g r i c u l t u r a l  rx?orts (au#orr 
Xleadneat) (FY a s 9 1  A:pro~rfrtie?s Act 
See. 521(b), a s  in:er,reted ty c+niereace 
r e p o r t  f o r  o r i g f a a l  enac-sent) : f f  
a s s i s t a n c 8  is Zcr r g r f c ~ l t u r l  Ceveiwkea+ 
a c r l v t t i e s  ( spec i f i ca l l y ,  a q  tes t ing  e r  
t r eed inp  f e a s i b i l i t y  s t ldy ,  variety 
taproveaent  e r  introCuctfcn, ccnsultraey, 
publ ica t ion ,  ccniereace, c r  t t r i a i n ~ ) ,  a r e  
such a c f i v i t f e s :  (1) specif!cal:y and 
~ r i a c i p a l l y  desigzed t o  increase 
a g r i c u l t u r a l  w c r t s  by t.!e bcat co&?t.q 
t o  a c o u n t n  e t h e r  L5an th Cnited States ,  
v h e m  c 9 e  export  w u l d  h a d  to dirrct 
cc:petiticn in  tht t!!ird coxnt.y w i t 3  
e q c r t s  of 8 s i a i l a r  c c a o d i t y  Frtbn e r  
produced i n  t.3. United States ,  rad can t 3e  
a c t i v i t i e s  re rsanrb ly  5e e q e e t e d ' t o  ears. 
~ ~ k 8 ' . a n t i & l  i . 7 ) ~ ~  t o  U.S. eqCf t e rS  O f  l 
s i a i l a r  a o r i c u l t x r r l  c:*:rodi:y: c r  ( 2 1  fa 
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2. r id  -a crdits (rr isst 
A p p r o p r f a t i o r ~  A=. T i t l e  I X .  undu 
heading mkoncmic  % ~ p o ~  -dm! : W i l l  M 
funds k u.d f e r  t i e d  rrd c a d a t r ?  

3. ' .pprspxia to  T.C&OI~CJ (IM See. 
1 7 :  I8 spoc fa l  u p h a s i r  placed on use 
02 apprepr ia te  tec3zoloqy (Cefiaed a s  
r e l a t i v e l y  s u l l e r .  ccst-srviag, 
labcr-usfns tecZnoloqies e a t  a re  
g e n u a l l y  k t  a ~ r o p r i a t o  t c t  the s r a l l  
r a m s .  s-a1X bcsinesses. and s o a l l  inccaes 

4. Xa&i~eaous MraCs md Xrsourtes 
( F M  See. 781(5)  ) : Zeser j t e  t r - e a t  t o  
vh ic5  'Ae a c t i v i t y  2 e c ~ a a : e s  L!e 
p a r t l c a h r  neeCs, des i res ,  md capaci t ies  
o f  tZe ~ c p h  of t ke  c o u % ~ , y ;  ?tiLi:es t!e 
counLT*s  i=trl:ectcal resoorees t o  
e a c o u a s e  i.-.rtitot?c.-.al Cevelcpment; ~ ? d  
s..- ,,pcrts c i v i c  ~ C u c a t i c n  and t rafninp i n  
s k i l l s  requi red  :cr efLective 
p a r t k i p a t f e n  i n  gover?s8ntal and 
p o l i t i c a l  processes e s sen t i a l  t o  
s e l i - s o v e r ~ e n t .  

S. t coao r i e  Darelopmeat (re kec. 
101 (a)  ) : Does ~!e a c t i v i t y  ~ i v e  . 
r8ascnable grorrise of eontr ibut inp t o  t3e  
deve?cprent of eccncaic resources, e r  t o  
t h e  inereas. of p r d u c t i v e  capacitiia? and 
s e l f - su s t a in ing  e c e n c ~ f c  wovt!? 

I .  apecia1 Delelop8crat h p l a a r 8  (FAA 
Sect.  102 (b), 113, I # l ( a ) )  : Desc r ik  
ex t en t  t u  vnicrr a c t i v i t y  w i l l :  ( a )  
8t:ectively involve t he  poet i n  
Cevelopnent t>h r r end inq  access t o  eccno.ty 
a t  l oca l  l eva l ,  increasinp l ak r - i n t ens ive  
production and the  use of appropriate 
tecknelo-, dispersiap investaent f:to 
c i t i e s  t o  s n a l l  towns and ru r a l  areas, and 
insuring wide pa r t i c ipa t i on  of t3e  p e r  ia 
t!!r k h e r ' i t r  of devel tpaent  ah a surcained 
t a s i s ,  us ing  apprepriate  U.S. 
i n s t i t u t i o n s ;  (b) encecrage Ceaocratfc 
p r i v a t e  and l oca l  gover?~er . ta l  
i 2 ~ t i = u t f C ~ ~ ;  (c) S:::Crt t 2e  S81?-2*13 
ef  :e:=r o t  Cevelcpi3p c e c n t ~ f e s ;  ( d l  
Froeote tSe  pa: t ic?pat i~n ef vc:en tn t l e  
satier.81 e c t ~ c o f e s  of Cevele;!ap ctcx:?es 



azd t h e  isprcvrsmnt of  wcom..rem star-; and 
(a )  u t i l i z e  ud encorzraqe r.giwi+ 
c o o p r a t i o n  by daveicping cait':es. 

7 .  meipiaar moatrl, CcatrLbotioa N/A 
(FAA Sees. 110. 124 (d) ) : W i l l  e e  
r a e i p i e n t  c o u n t y  provide a t  lus t  I f  

. - 
percent  of t 2e  c s s t s  of t5e Frogru ,  
p ro j ec t ,  cr a c t i v i t y  v i a  respect t o  vbi& - 
t h e  a s r ~ s t r n c 8  i s  t o  b. f d s h . 6  (e r  is 
e e  l a t t e r  ccst-aharinp r equ i ruan t  being 
waived I c r  a m r e l a t i v a l y  h a r t  Cavelcped9 
ccmtzy )  ? 

8. Besa l i t  t o  Poor xajor i ty  ( T M  
Sec, 128(b)}: I F  r l r  ac r iv i t y  r t r a rp t s  t o  

N/A 

increase =?e i ? ~ t i r = t i o r a l  c r ;a t i l i t fas  of 
~ r i v r t 8  orprni:at?er.s c r  t h  ;ovrxsu.t  of 
t 5 e  co%&?try, c r  ii it atre:fts t e  
s t i a r l a t e  s c i e n t i I i c  and te&nological 
resrrrc.?; has it h e n  Cesipneb and v i l l  it 
be ~ c n i t o r e d  t o  e.?r'ao t!!at -2. u l t i m t e  
bene f i c i a r i e s  a r e  t!!e poor na;erl=y? 

a. k e  any of t!!. P a 1 3  t o  k 
used i e r  t 3 e  ~ e r r c r - a n c e  of akdicns a s  a  ( , I  , (01 aeG9od of f a l i l y  p1a.nninq e r  t o  rpctivat8 
c r  coerce m y  person t o  pract ice - a  

&::=3:::s? 

5. ke any of t38 ?unCs,ta h 
used t o  pay l o r  L?. pe:Zemrnce ef 
involuntary s t e r i l f z a t i a n  a s  a  mrt3od oL ' 
f a r i l y  planning c r  t o  coerce or prcvide 
any f inanc iaF-heent ive  t o  m y  porsen t o  i; unOor;o s t e r i l i s r t i o n s ?  , , 

e. U e  any ef %!e ?unCs t o  be 
3rd. ava i lab le  t o  any crprniratfen o r  

' - p r q r r a  vhicb, a s  Cetrmined t y  t h  
President ,  supports or  par t ic ipa tes  i n  the 
managesent of r p r q r r a  cf coercive 
rbor r icn  c r  involcntary r t r r i l i z a t f c n ?  

1. 



d, u i l l  f m e s  5. aade ava i lab le  
cn ly  t o  v o l u n t w  Z u i l y  p l . r ~ i w  p r o j o a s  
which o f f e r ,  e i t h r  d k r c t l y  o r  Wough 
r r f e r r a l  t o ,  o r  i n t e r sa r ton  a b u t  access 
t o ,  a b e a d  rangc 02 f u i l y  p l ~ i n g  
net!!oCs and 80-vices? 

a. I n  awa-ding gzmtr Xer 
rrattrral f i o i l y  ?laming.  w i l l  my 
appl icant  k d i sc r fn ina t rd  agaizst  k c a u r e  
c f  suc!  rppl icant '2  r e l i p iocs  c r  
ccnsc i rn t ious  e t ~ i * a e n t  t o  off a r  only 
n a v ~ a l  Z m i l y  p luming?  

f  -8 any cf t h e  f ~ . C s  t o  be 
usad t o  pay f c r  m y  b i c r rd i ca l r e sea rc5  
which r e l a t e s ,  I.? whole c r  ia ;art. t o  
= e t 3 d s  CZ, o r  c!e j ) e r ~ o = a ~ = r  of. 
abcrciczs o r  i r .vo iUtary  s t e r i l i z a t i c n  a s  
a  :rant of i u i l y  plazmfrrg? 

g. &e azy cf  t t e  fcnCs t o  be 
=a& avai lab le  t o  azy crpanization i f  cL.e 
PresiZent c e r z i i i e s  tht the  cse of t!!ere 
?rrnCs by sue3 crpanizat ion would v io la to  
ray cf  ~ 3 e  above provir icns related t o  
aLer'..for.s and i n v o l u t a r y  s t r r i l i c a t i on?  

10. Contract &war48 (FAA Sle. 
601 ( a )  : W i l l  t?e p ro j ec t  u t i l i z e  
c e r p e t i t  i ve  s e l r c t i c n  proeeCxxrs fo r  the  
awarding of cont rac ts ,  except vherr 
a ~ p l i c a b l e  p r o a r e a a n t  ~ 1 e s  allow 
c t t e rv i se?  

11.. D i s a e t a a t a ~ a a  r a t r rp r i r e r  (rY 
1 9 9 1  Apprepliat!cns Act See. i 6 7 ) :  h i a t  
per t ion  of t.Slf.cnCs w i l l  be available 
only f c r  a c t i v i t i e s  of mconcdul ly  and 
s o c i a l l y  diradvantaped e n t r ~ r i a r r ,  
h i s = e r i c a l l y  black co l leges  a* 
o n i v e r s i t i e s ,  co l leges  and universi t ies  
having a  r i u d r n t  body i n  vhicb nor8 tb.? 
40 ;nrcmt of LSe s tudents  a re  Hispanic 
k e r i c a n s , '  an6 p r iva t e  and w l u n t a y  ... 
o r p m i r a t i o n s  vhich arm controlled ky 
indivibuals  vho a r e  t l a c k  &ericans, 
Hispanic A%er!cans, er Native ).mtriCa~S, 
tr who arm eccnca ica l ly  o r  social:y 
Cisadvanta~ed  ( including vc:en)? 

It is plannd that 
the principal TA contract 
w i l l  be awbtded to a 
*Grey ?men2mntN 
Entity. 



1 2  a i o l o g i u l  D i r u r i t y  ( T M  Sac. 
1:s !9! : u i l l  t be  a s s i r tmce :  (a! s u ~ p o r t  
Uarnzng and aduur fon  o f ? i o ~  vhrch 
inprova a m  u p a t f t y  of rec ip ien t  
COun+If.8 t o  prevent l o s s  of b i o l o g i u l  
d ivers i ty ;  [b) 3. providad under a 
long-tern r q r a u a n t  in vhieS tho rec ip ien t  
c o u n t y  a w a e s  t o  p ro t ec t  e c o r y r t w  o r  
o%hr  v i l d l i i e  habi ta t s ;  (c) support 
u f i a r c s  t o  ident i fy  and s m y  e c e r y s t ~  
i n  racipier.t.cour.ltrias v o m y  of 
protect ion;  o r  (d) ty any dirac+ o r  
i n d i r e c t  s e m s  s i t n i I i can t1y  Cegrade 
na t iona l  parks c r  s ia ihr  protactad a r r a s  
c r  introduce axczic planzs c t  aaioals  i n t o  
such r r ea s?  

b. Ccc ramt ioa :  Does.t!?a 
ass fs tanca  place r high pr io r i t y  pn 
eonsetvat icn and sus t r inable  ranqaoent  of 
t r c p i  c a l  Zorests? Specif ical ly,  .Goas f.\e 
ass i s tance ,  t o  f u l l e s t  extent 
f  easible:  (1) s t r a s s  t ho  i s s c r t m c i  %f 
conserving &id rusta inably abap inq  f o r e s t  
resources; I 2 1  suppott r c = i v i t i e s  whit!! 
of i e t  e~p10)aek t  a id  i n c o ~ e  a l te raa t ives  
t o  these  who o t t a rv i se  would cruse 
des t ruc t ion  and loss  of fores rs ,  and help 
count r ies  iCenti?y and i rp lesent  
a l t e r n a t i v e s  13 colonizing for*sted a r r a s  ; 
[ 3) support  t r a  ining p r o q r a u ,  educrtional 
e f f e r t s ,  and t%e estab1isPaenr: er 
s t r e n 9 t h n i n g  cf i n s t i t u t i o n s  t o  i q r c v o  
f e r e s t  nrnageaent: ( 4 )  help end 
des t ruc t ive  slash-and-burn agricul ture by 
suppart ing r u b t b  and produrzva Zar rhg  
prac t ices ;  (S )  kelp conserve fores t8  
vhic5 hrva not ye t  k e n  degraded t y  
helping t o  increase production on lands 
alreaOy c leared  c r  Cepraded: ( 6 )  cor.rewm 
fc re s t ed  v a t e r s h ~ s  and r ehab i l i t a t e  L3cse 
vhich have been Cefcrested; (7)  =;pert 
t r a in ing ,  researt2,  and o ther  act iens 



vhida load t o  r u s u i n a b l o  m d  more 
envirormontally rorrnd p rac t i c r s  fo r  thbu 
buvoa t ing ,  ruov.1, and jr#r:s inq;  ( 8 )  
suppor+ r e s r u -  t o  o-nd h o w l d q e  cf 
t r o p i u l  f o r o s u  and i d r n t i f y  al t rrnat ivoa 
vhich v i l l  p r w m t  f o r u t  d o n w e i o n ,  
loss ,  o r  degradation; (9)  censorve 
t i o l e g i u l  diversity i n  i o r o s t  uus ky 
supporting a f f o m  t o  ident ify,  u t a b l i s h ,  
and u i n t a i n  8 reprosontat ive nrtvork of 
~ r o t o c t o d  t r o p i u l  f o r e s t  ocosys tus  on a  
vcrldvide bas is .  by making tlre 
e r t ab l i rh . en t  of protrr ,ad a r r a s  a  
condit ion of support f o r  a c t i v i t i e s  
favolvinp f o r e s t  c loa rmce  o r  Oeqralrtion, 
aad by helping =o ident i fy  tzopical f c r e r t  
rccsysteas and spec ies  i n  need cf 
protection and establish and maintain 
appropriate  protreed r r e r s ;  (10) soak t o  
~ . ? c ~ c I I ~  tho  avaronesa of U.S. Ccverrmnt 
agencios and e t h r  doncrs of the  t u o d i a t o  
and long-tern valuu of u o p i c ~ l  for r r t s ;  
(11) u t i l i z e  t!h rrsourcrs  and a b i l i t i e s  
of a l l  ralevanc P.S. g o v r r r o n t  agrncirs; 
( 1 2 )  ba based rpon carefu l  ma lys i s  of t!!a 
a l t o m a t i v e s  ava i lab le  t o  ac5irvm t!!r k r t  
sustainable use  of t!o land; and, (13) 
taka f u l l  account of t k e  rnviromental 
i r p a c t s  of +he proposmd a c t i v f t i e  on 
t i o l o p i c a l  d i v r r r i t y ?  :. 

c. r o r o s t  degrrdatioat l i n l  
ass i s tance  ba usrd for: (1) the 
procuronent o r  use of logging equipoent, 
un l rss  an rnvi rorsonta l  ass r rs ran t  
iadicaros %!!at a l l  tirb.r harvrsting 
operations involvod v i l l  k conductad i n  
an rnvi roruonta l ly  sound aa.nnrr and t9a t  
t!o proposod M i v i t y  v i l l  produce 
pcs i t i va  econcmic k n o f i t s  and rustainat le  
f o r e s t  management 8 y s t . n ~ ;  ( 2 )  actions 
which v i l l  s i g n i f i c a n t l y  degrade n a t i o ~ a l  
parks o r  s i m i l a r  protected areas vhic! 
centair?. t r o p i c a l  foros ts ;  o r  introduca 
r x o t i e  plant. o r  an ina la  i n t o  such arras; 
(1) a c t i v i t i e s  vhic!! vould ru ru l t  i n  t!!e 
tonvorsion of f o r e s t  lands t o  f);olrraring 
of livostoek:, ( 4 )  fSe construct!cn, 
u s r a d i n g ,  o r  ra ia t rnanco  of reads 
( ineluding temporary haul roads f c r  
logqing o r  o t h r  ex t r ac t ive  indurtr ies)  
vhic! pass  thrcugh r e l a t i v e l y  mdertraded . . 
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forest Ian&; (5) t h  colonixation of 
Zorast lands; or (6) tha conrtmaction of 
d r u  or o t h u  vatat cont-01 rtruchum8 
vhich flood relatively undergzadmd f0te8t 
lands, u n l u s  v i e  raspact to arch suc5 
activity an ulvl-onrmtal assasnant 
indicates that t3e activity vill 
contribute siqnifiuntly urd directly to 
improving the livelihood of +he n u 8 1  poor 
and vill k conducted in an 
anvironrantally sound m a r  vhich 
suppert8 ruatainabla developent? 

d. Sustaiarbla forastry8 If 
assistance rrlatks to tropical forests, 
vill project assist coutries in 
Caveloping a systrratic analysis of t ? m  
approprbata usa of t!air total t-opical 
iorast rascuces, with the goal of 
developing a national Frogru ?cr 
sustainabla fcrestry? 

l . Zaviromantal hpact 
s+.tuantsr Will iunCs k rrda available 
ia accordanca vith provisions of tM 
Section 117 (c) and applicable A.I.D. 
regulations raquiring an anvircnra?tal 
iapact statesent fcr activitfes 
significantly aliecting t!!a envimmerz? 

? 

14. tnern (FY 1991 ~ppropilations 
Act Sac. 533 (c) ) : If arsistancr rri.tes 
'c3 ezcr;.y, vill sue3 asristanca t o m s  on: 
(a) end-use energy efficiancy, least-ccst 
anerqy planning, and ranavabla enesqy 
rasourcas, and (b) the key countries vhera 
assistanu vould have tha greatest irpact 
on raducing eaissicns frca ~eanhousa 
gasas? a- 

. rub-Sahuaa Africa A8sLstroce 
(iY 1991 Appropriations Act Sac. 562 ,  
adding a nav ThA chapter 10 ( i M  Sac. 
496)): .If arsistance vill cone from L!e 
Sub-Saharan Africa DA account, is it: (8) 
to k used to help the poor rajority in 
Sub-Saharan Africa t!!rough' a p r ~ s s 8  of 
long-term davalcpeent and econcmic $rev- 
that is e~~itable, participattry, 
environmentally sustainable, and 
self-reliant; (b) to be used t o  ~roaete 
sustained eccncoic qrovth, ancourage 


