
Ambassador Andrew Young 
Chalrman 
Southern Afrlca Enterprlse 
Development Fund 

Post Offlce Box 56726 
Atlanta, Georgla 30343 
Attent on Mr Doug Gatlln 

SUBJECT Grant No AOT-0514-G-00-5086-00 

Dear Ambassador Young 

Pursuant to the authority contalned In the Forelgn 
Assistance Act of 1961, as amended, the Unlted States Agency 
for International Development ("USAID") hereby grants to the 
Southern Afrlca Enterprlse Development Fund (the "Granteen 
or the "Fundv) the sum of Thlrty-nlne Mllllon Flve Hundred 
Thousand Unlted States Dollars ($39,500,000) to provlde 
support to the program described In thls Grant 

Thls Grant 1s effective as of the date of thls letter and 
shall apply to commitments made by the Grantee durlng the 
perlod speclfled In the "Scheduleu (Enclosure 1) of thls 
Grant ,?re-award program expenses lncurred beglnnlng 
October 1, 1994 are authorized to be reimbursed under the 
Grant 

The Grant wlll be disbursed to the Grantee In accordance 
wlth Enclosure 3, General Provlslon 4, "Payment" 

The Grantee agrees to expend all Grant funds durlng the 
perlod speclfled in the "Schedulen, except as USAID and the 
Grantee may otherwise agree Notwlthstandlng the 
expenditure of all Grant funds by the Grantee, thls Grant 
shall remaln In force untll the wlndlng up and llquldatlon 
of the Grantee 1s completed In accordance wlth General 
Provlslon 14 

Thls Grant represents the flrst increment of planned grant 
fundlng In the total amount of One Hundred Elght Mllllon 
Unlted States Dollars ($108,000,000) from USAID to the 
Grantee It 1s understood that USAID1s flnanclal commitment 
under thls Grant 1s llmltedto $39,500,000 It 1s 
antlclpated that the balance of. the planned amount of grant 
fundlng wlll be obligated to the Grant durlng the next three 



U S Government flscal years Subsequent Increments wlll be 
sublect to the avallablllty of funds to USAID for thls 
purpose, 2nd to the mutual agreement of USAID and the 
Grantee, at the tlme of a subsequent mcrement, to proceed 

Thls Gra It 1s made on the condltlon that the funds wlll be 
admlnlstered In accordance wlth the terms and condltlons set 
forth In thls letter, the Schedule (Enclosure l), the 
"Program Descrlpt~on" (Enclosure 21,  and the "General 
Provlslons" (Enclosure 3 ) '  all of whlch taken together 
constitute the Grant between the partles 

Please slgn the orlglnal and two ( 2 )  coples of thls letter 
to acknowledge the Southern Afrlca Enterprise Development 
Fund's recelpt of thls Grant and return the orlglnal and one 
copy to the undersigned 

Sincerely, 

Joyce E Frame 
Grant Offlcer 
OP/A, Dlvlslon Chlef 
Offlce of Procurement 

Enclosures 
1 Schedule 
2 Program Descrlptlon (~ncludlng 

Annexes A and B) 

A 
ACKNOWLEDGE Southern Afrlca Erfterprlse Development Fund 

I '  Date 

TITLE 
C' 

WITNESSED 

TYPED NAME Date 

TITLE 



FISCAL DATA 

PIO/T Number 690-0514-5614801 
Project Number 690-0514 13 
Approprlatlon Number 725/61014 
Budget Plan Code GSS5-95-3613-IG15 (581-61-613-00-69-51) 
Thls Obllgatlon $115,000 

PIO/T Number 690-0514-3-5614802Al 
Prolect Number 690-0514 13 
Approprlatlon Number 725/61014 
Budget Plan Code GSS5-95-31690-IG15 
Thls Obllgatlon $29,385,000 

PIO/T Number 690-0514-3-5614803 
Project Number 690-0514 J 3 
Approprlatlon Number 724/51014 
Budget Plan Code GSS4-95-31690-IG15 
Thls Obllgatlon $10,000,000 

Total Obllgatlon $39,500,000 



ENCLOSURE 1 

SCHEDULE 

I PURPOSE OF GRANT 

The purpose of t h ~ s  Grant 1s to provlde support for the program 
described In Enclosure 2 to thls Gran' entltled "Program 
Descrlptlon 

11. PERIOD OF GRANT 

A The effective date of thls Grant 1s the date of the Cover 
Letter and the estlmated completion date 1s September 30, 1999 

B Funds obllgated hereunder are available for program 
expendltures for the estlmated perlod beglnnlng October 1, 1994 
and endlng September 30, 1999 

111. AMOUNT OF GRANT AND PAYMENT 

A. The total estlmated amount of thls Grant for the perlod shown 
In I1 B above 1s $108,000,000 00 

B USAID hereby obligates the amount of $39,500,000 for 
allowable program expendltures durlng the perlod set forth In 
I1 B 

C Payment shall be made to the Reclplent In accordance wlth 
procedures set forth In Enclosure 3, General Provlslon 4, 
Payment l1 

D. Addltlonal funds up to the total amount of the Grant shown In 
I11 A above may be obllgated by USAID subject to the 
avallablllty of funds to USAID for thls purpose, and to the 
mutual agreement of USAID and the Grantee, at the tlme of a 
subsequent Increment, to proceed 



Enclosure 2 

Program Description 
Southern Africa Enterprise Development Fund 

A. PURPOSE 

The purpose of the Southern A£ rlc, Enterprlse Development Fund 
(the "FundN or "Grantee") 1s to encourage the creatlon and 
expanslon of lndlgenous small and medlum-sxzed enterprises In the 
southern Afrlca region, speclflcally, Angola, Botswana, Lesotho, 
Malawi, Mozambique, Namlbia, South Africa, Swaziland, Tanzania, 
Zambla and Zlmbabwe (collect~vely, "southern AfrlcaU or the 
"reglonn) Thls wlll be accomplished through transactions which 
will asslst In the lnltlatlon and expanslon of a wlde array of 
prlvate enterprises, promote and dlssemlnate western business know- 
how and practices and demonstrate to other potential investors that 
prlvate sector Investment can be undertaken profitably In southern 
Afrlca The Fund wlll seek to develop an Investment portfolio 
which, over the long term, wlll make the Fund self-sustainmg 

In addltlon, lt 1s antlclpated that the Fund, through its 
operations, wlll help ldentlfy and promote pollcles and practices 
whlch are needed to encourage and facllltate prlvate mvestment 

The Fund wlll not commence actlvltles in Ar,jola untll it has 
been provlded written advlce from USAID that lt would be consistent 
with U S forelgn pollcy to do so 

B. THE ENTERPRISE FUND CONCEPT 

The Southern Afrlca Enterprlse Development Fund 1s belng 
funded under the authority of the Forelgn Assistance Act of 1961, 
as amended, and In slgnlflcant respects is based on the enterprise 
funds whlch have been establlshed for Eastern Europe and the NIS In 
accordance with the SEED Act of 1989, as amended 

The Fund has been establlshed In the U S as a not-for-proflt 
corporation The Fund does not have shareholders and wlll not 
distribute dlvldends The revenues generated by the Fund will be 
utlllzed to pay the expenses of the Fund and for relnvestment in 
new projects and activities in Southern Afrlca The Board of 
Directors and executive management of the Fund wlll have maxlmum 
flexlblllty In the manner In whlch the Fund 1s structured and in 
strategic and operating declslons, subject to the provisions of 
thls Grant Agreement 



REVIEW OF DOCUMENTS 

The Grantee shall promptly provlde to USAID, and In any event 
before requesting funds for lnvestment actlvltles, the following 

1 Corporate Pollcles and Procedures, 

2 Personnel Compensatlon Pollcy, and 

3 Environmental Pollcy and Procedures 

After USAID has revlewed and approved the fore~olng documents and- 
the Grantee's accounting and internal control systems, the Grantee 
may request funds for lnvestment activities 

D. DESCRIPTION OF SOUTHERN AFRICA ENTERPRISE DEVELQWENT FUND 
ACTIVITIES 

Thls section generally describes the types of actlvitles Lr 
whlch the Southern Afrlca Enterprise Development Fund 1s llkely to 
engage Sectlon D sets forth certam lnvestrnent pollcles the Fund 
wlll follow Sectlon E states certaln operational requirements 
whlch apply to the Fund 

The Fund's prlmary actlvlty wlll be to provlde flnanclal 
resources and servlces through the Investment of rlsk capltal In 
profitable opportunltles throughout southern Afrlca The exact 
nature of the Fund's lnvestments wlll be determined by the Board of 
Directors and executive management of the Fund It is antlclpated 
that the Fund wlll develop and offer flnanclal lnstrumer~ts whlch 
are approprlate to the exlstlng circumstances of the southern 
Afrlca economy and f inanclal sector, the objectives and pollcies of 
the Fund and the investment In questlon These may lnclude debt 
and equlty transactlons, as well as guarantees and quasl-equlty 
Fund management wlll develop approprlate exlt strategies, where 
possible, for ~ t s  equlty portfolio 

It 1s anticipated that the Fund will seek to Invest a 
slgnlflcant portlon of ~ t s  portfolio wlth a range of financial 
lntermedlarles operatlng wlthin the reglon, including small 
enterprise banks, leaslng companles, franchise companies, venture 
capltal flrms, mortgage banks, lnvestment trusts and non-for-proflt 
non-governmental organlzatlons I t  IS expected tha t  the Fund a lso  
w ~ l l  make direct Investments In operatlng companles 

The Fund may provide technical asslstance to dlrectly support 
Fund investments and potentlal investments Any technical 
asslstance provided by the Fund wlll be focused on the needs of ~ t s  
lnvestee flrms and the cost lncluded as part of the Fund's total 



investment on which it will seek a flnanclal return The Fund wlll 
not award subgrants for technical assistance or for other purposes 

3 Pollcv Reform 

Through ~ t s  Investment program, the Fund may be in a positlon 
to hlghllght for the reglonls publlc sector, the private sector, 
and the Unlted States Government, specific pollcies and regulations 
(or the absence of speclfic policles and regulatlms) that 
undermme or hamper successful business practices It 1s 
anticipated that policy Issues will be discussed in pericllc lolnt 
meetlngs among the Fund, USAID, and host governments 

E INVESTMENT POLICIES 

The Fund wlll follow the lnvestment pollcles set forth in thls 
section The appllcatlon of the pollcles to individual investment 
declslons will be based on the busmess -Judgment of the Fund's 
board of directors and executive management (As used hereln and 
elsewhere In the Agreement, the term "~nvestment" means equlty 
~nvestments, loans and other forms of flnanclal commitment, unless 
the context requlres otherwise ) 

1 Tarqet Grou~ 

The Fund will target ~ t s  lnvestment program on ~ndlgenous, 
small and medlum slze enterprises, whlch are disadvantaged by their 
lack of access to flnancial resources, and whlch employ up to 150 
persons, in the following countries Angola, Botswana, Lesotho, 
Malawl, Mozambique, Namlbla, South Afrlca, Swaziland, Tanzania, 
Zambia and Zimbabwe USAID and the Fund will further refme the 
parameters of the target group on a country-by-country basis 

Durlng the flrst three years of the Grant, the Fund may lnvest up 
to twenty percent (20%) of the amount committed by USAID under this 
Agreement in indlgenous flrms (or lndigenous flnancial 
~ntermedlarles) whlch fall outside the target group, as deflned for 
any glven country, In order to enhance the Fund's prospects for 
flnancial sustamabillty In considering such transactions, the 
Fund will seek investments which offer the possibility of 
slgnlf lcant development lmpact After three years, the Fund and 
USAID will revlew the Fund's experience and conslder whether thls 
exceptlon should be extended 

2 Indiqenous Partici~ation 

The Fund wlll lnvest only in lndigenous flrms "Indlgenousu 
flrms means those with an indlgenous malorlty ownershlp or a plan 
to achleve lndlgenous malorlty ownershlp "Indigenous malorlty 



ownershlpw means the firm 1s owned, controlled and operated by a 
cltlzen or by citlzens of a country wlthln the reglon 

With respect to equlty lnvestments, as a long-term objective, 
the Fund will seek to hold rnlnorlty ownershlp posltlons in the 
flrms In which lt Invests However, the Fund may take majorlty 
ownership positions In such flrms ~f the Fund, In the exerclse of 
its business judgment, determines that ~t would be prudent to do 
so (For ~nstance, In selected cases lt may be appropriate for the 
Fund to obtaln a majority ownershlp posltlon lf such action 1s 
necessary to consummate a transactlon or to protect the lnterest 
of the Fund 1 

The Fund may invest In state-owned enterprlses provlded the 
investment 1s made In an entlty whlch is more than flfty percent 
owned by prlvate sector partles (includmg the Fund), or 1s made In 
connection wlth a transactlon whlch wlll result in more than flfty 
percent of the ownershlp of an entlty belng held by prlvate sector 
partles 

The Fund wlll not make any Investment or take any actlon which 
would be ~nconslstent wlth the crlterla stated In Section 547 of 
the Forelgn Operations, Export Flnanclng and Related Programs 
Approprlatlons Act, 1994 (or slmilar provisions In subsequent 
legl~latlon)(~Sectlon 547"), as described In General Provlslon 7 

6 Joint Ventures 

To the extent that the Fund develops joint venture 
transactions wlth mvestors from outslde the reglon, the Fund will 
give special attention to opportunltles to make lnvestments with 
U S joint venture partners 

Flfty (50) percent of the Grant wlll be lnvested In South 
Afrlca The Fund will seek to invest ~ t s  other resources in as 
wide a range of countries wlthln the reglon as is feasible, 
conslstent wlth the objectives of the Fund and the exerclse of 
business ludgment 

The Fund wlll adopt and implement environmental pollcles and 
procedures conslstent with the Initla1 Environmental Examlnatlon 
attached to thls Program Description as Annex A 



F. OPERATIONAL REQUIREMENTS 

The operational requlrements stated in this sectlon apply to 
the Fund 

1 Chanses in Structure 

The Fund will not establlsh, invest in or finance any 
subsidiary or affiliate which has substantially the same directors, 
managers or employees as the Fund, wlthout the prlor wrltten 
approval of USAID, unless the subsidiary 1s being created for the 
purpose of complying wlth U S law or buslness practlce or local 
law and no one In the Fund or the subsldlary receives compensation 
in excess of the llmlt stated in thls Agreement 

2 Investment and Flnanclal Servlces Entities 

 he Fund may establlsh, invest in or flnance subsidiaries or 
other entltres whose prlmary business is to make lnvestments or 
loans or to provlde flnanclal services, wlth the prior written 
approval of USAID USAID1s approval will be based on the 
consistency of any such entlty's buslness purpose and investment 
policles and practices wlth those of the Fund and the extent to 
whlch the requlrements of thls Agreement wlll be specifically 
applicable to such entlty Prlor USAID approval will not be 
requlred In order for the Fund to flnance small and medlum buslness 
lendlng programs through financial instltutlons 

3 Technical Assistance 

The Fund may undertake or fmance technical assistance 
activltles whlch dlrectly support lnvestments and potentlal 
~nvestments, wlthout the prlor approval of USAID The Fund will 
not undertake other technical assistance actlvlties wlthout the 
prlor written approval of USAID 

4 Consultation wlth USAID, Approvals 

a The Fund will lnvlte USAID's Assistant Administrator for 
Afrlca, or his designee, to attend meetings of the Fund's Board of 
Directors The USAID representatlve wlll attend in the capacity of 
a non-voting, ex officlo, observer, who will be avallable to advise 
the Board on pollcy and developmental Issues of concern to USAID 

b AS soon a s  practicable followmg the signature of thls 
Agreement, the Fund wlll consult with each USAID office in the 
region to further refme the target group for the country In 
question, if appropriate, and discuss how the Fund expects to carry 
out its program Thereafter, the USAID offlces in the reglon will 
be avallable to facilitate the Fund's program In thelr respective 



countries, through the provision of economlc ~nfomation, contacts, 
assistance in addressing issues whlch may arlse wlth host 
governments, and coordination wlth other USAID-supported 
actlvlties 

c Unless speclflcally stated otherwise in thls Agreement, in 
all cases where the Fund 1s requlred to obtam USAID approval for 
proposed actlons by the Fund, the Fund shall request such approval 
by submitting ~ t s  written request to USAID1s Regional Center for 
Southern Afrlca In Gaborone, Botswana, wlth a copy to USAID's 
Office of Southern Africa Affalrs In Washmgton, DC 

USAID will endeavor to promptly respond to each request for 
approval submitted by the Fund pursuant to t h ~ s  Agreement Wlth 
respect to requests made under Sectlons F 1 and F 2 above, I£ USAID 
does not respond wlthln ten (10) business days of receipt by USAID 
of a request, the Fund may proceed with the action described in the 
request 

Impact Monltorlnq 

The Fund wlll deslgn, implement and malntaln a central lmpact 
monltorlng system for the Fund that wlll complle and analyze lmpact 
data gathered from the Fund's investments (dlrect and through 
flnanclal ~ntermedlarles) in each country The Fund wlll conslder 
enterlng lnto a contract wlth an outslde flrm, preferably a 
southern Afrlcan flrm based ln the reglon, to perform this 
functlon The lmpact categories to be monltored are llsted in 
Annex B to thls Attachment 

6 Compensation Policles 

In formulating ~ t s  personnel compensation policies, the Fund 
wlll ensure that no salary of a Fund employee or employee of an 
organlzatlon In whlch the Fund owns a malority Interest exceeds 
$150,000 per annum This llmltation wlll not apply to an 
investment by the Fund which results In the Fund ownlng a majorlty 
Interest In a pre-exlstlng entity whlch already pays lts prlnclpal 
employees more than $150,000 per year Compensatlon or proflt- 
sharlng In excess of $150,000 per annum, lf any, will be pald from 
earnlngs or sources other than Grant funds, ln accordance wlth the 
Fund's Personnel Compensation Policy 

The salary llmltatlon stated In the preceding paragraph is 
exclusive of such reasonable beneflts as are lncluded In the Fund's 
Personnel Compensatlon Pollcy 



G. EXPECTED ACCOMPLISHMENTS 

The success of the Fund will be judged based on the extent to which 

supports the successful establishment, strengthenlng or 
expansion of, a wide-array of small and medium size firms 
across a varlety of sectors In southern Africa, 

contributes to the creation and maintenance of new and 
exlstlng prlvate sector employment, 

contributes to the development of new labor and 
management skills among small and medium flrms, 

contributes to the development of improved financial 
servlces for small and medlum firms, 

stimulates investment by other prlvate companies In 
sectors where the Fund took an lnltlal lead, 

is able to meet its annual operating expenses 
from lnvestment reflows and non-U S 
Government sources of lncome wlthin slx years 
from the date of thls Agreement, and 

over the long term, 1s able to develop an 
lnvestment portfolio whose ~nflatlon-adlusted 
value is at least equal to the amount of 
fundlng provided to the Fund for Investment 
under this Agreement 



ANNEX A 

INITIAL ENVIRONMENTAL EXAMINATION 

PROJECT COU?4TRX: Southern Africa Regional 

PROJECT TITLE AND NO.: Southern Africa Enterprise 
Development Prolect SAEDP ( u - Q ~ I ~ )  

E!D!EZU: FY(s) 1995-1998 US$ 102 

PREPARED BX: Ray Solem, AID/AFR/SD/PSGE 

SNVLRONMENTAL ACTION RECOMHENDEP: 

Positive Determination 
Negative Determination X - 
Categorical Exclusion 
Deferral 

SUMMARY OF FINDINGS: 

Under Reg 16 credit programs such as the Southern African 
Enterprise Development Fund (SAEDF) would normally qualify for a 
categorical exclusion under Section 216 2(C)(1)(11). However, 
In the present case, the responsible agency, SAEDF wlll be 
involved in approval activities in eleven southern African 
countries potentially covering thousands of loans. It is 
therefore within the interest of USAID that the prolect 
lmplementors observe some basic precautions and minimum 
guidelines to ensure that this activlty is carried out in an 
environmentally-sound manner. Therefore it is recommended that 
~t receive a negative determrnation with conditions as set out 
selow. coNcm~E~cg Bur 

E vi mental ff lcer: 
Jo udet, AFR/ARTS/FARA 



PROGRAM OUTLINE 

The SAEDF 1s a private, non-proflt corporation funded 
initially by the U S. Government to encourage the development of 
small and medium-sized private businesses (SMEs) in Southern 
Afrlca An important aspect of this task 1s to encourage SMEs to 
be sensitive to the environmental lmplicatlons of thelr 
activities and, where necessary, work to ameliorate over time any 
negative environmental repercussions of such activities. To this 
end, SAEDF wlll seek to develop a policy which ensures that the 
firms in whlch it invests will not support any actlvlty that 
poses a significant threat of irreparable harm to the 
envlronment. 

In making decisions regardmg ~nvestments, the Fund's policy 
wlll, whenever practicable, attempt to follow the pollcies 
underlying the International Chamber of Commerce's Buslness 
Charter for sustainable Development and the CERES Principles. 
Whlle committed to improving the regional environment, the SAEDF 
recognizes that circumstances, and particularly the lack of 
appropriate environmental policy and regulation across the 
region, dictate that the process of improving environmental 
performance will be ongolng and gradual Under such conditions, 
the SAEDF will not be expected to guarantee the attainment of 
specific environmental ob]ectlves, but it will be committed to 
ensuring that the flrms In which it lnvests take steps to 
mitigate envlronmental degradation 

In practice, the Fund's efforts to encourage continuous 
improvement of the environmental posture of flrms In which it 
invests will take several forms. First, in developing its 
pollcy, the Fund will consider the envlronmental posture of a 
firm as part of the standard application and prolect evaluation 
process As a prolect moves through the approval process, 
environmental issues wlll be discussed as necessary In cases 
where the buslness for which investment is sought causes adverse 
environmental ~mpacts, the SAEDF wlll finance only those 
investments which over the long term will ralse environmental 
compliance levels. 

Second, the Fund's policy will seek to ensure that 
management of the firms in whlch it lnvests demonstrate a 
commitment to improving the environmental performance of their 
flrms and to reducing the harmful effects their products, 
processes, or operations have had or do have on the environment. 
To thls end, whenever possible, the Fund will encourage the 
enterprise in which it invests to modlfy activities and 
operations to mltigate harm to the environment 

Third, once financing is made available and, where feaslble 
and necessary, SAEDF pollcy should provide for aechanisms which 
attempt to arrange for ongoing advice and technical assistance to 
flrms in which it mvests Such monitoring and advice with 



respect to environmental performance will be a part of this 
ongolng partnership. 

Enterprise fund investments In small and medium-sized 
prlvate enterprises and associated technical assistance is an 
optimal way to disseminate western business philosophy and 
techniques. A key aspect of thls effort 1s encouraging a wide 
range of firms to commit themselves to improving their 
environment performance by inteqratrng, albeit on a gradual 
basls, environmental considerations m t o  business declsion maklng 
processes. Thus, whlle flrms must operate in a way which makes 
sense from a business perspective, the SAEDF will expect 
decisions to make environmental sense as well. As a general 
pollcy ~t is recommended that the Fund not invest in firms, which 

, the long run, will not assist ln improving the environment. 
Therefore, SAEDF policy will incorporate the management 
principles listed below 

L 

11. ' MANAGEMENT PRINCIPLES - 
These management princlples are Intended to help management 

and the Fund assess the environmental performance of flrrns and 
provide guidance for further unprovement. These principles are 
not lntended to create new legal liabilities, expand existlng 

* rlghtg and obllgatlons, waive legal defenses, or otherwise affect 
the legal position of the SAEDF or any i s m ,  and are not intended 
to be used against them In any legal proceeding for any purpose. 

Specifically, SAEDF wants firms to explicitly recognize 
environmental protection as a priorlty and establish policles for 
conducting business In an environmentally sound manner Further, 
flrms should strive to comply with applicable environmental 
regulations without regard to the degree of enforcement and 
should evaluate their activities and products based on practices 
generally viewed as environmentally sound, rather than legally 
acceptable at the time Moreover, in developing new products or 
processes or when designing new facllitles, frrms should attempt 
to modify, when possible, activities and operations in order to 
mitlgate significant harm to the envlronment Add~tionally, 
firms should reevaluate perlodzcally the adverse effect t h e l r  
operatlons have on the envlronment and, where possible, mplement 
changes to alleviate some of the adverse unpllcatlons of their 
operatlons In order to improve the overall envlronment. Finally, 
whenever practicable, firms should requlre contractors actlng on 
thelr behalf to adopt these princlples as well. 

111 GUIDANCE ON SCREENING INVESTMENTS FOR ENVIRONMENTAL 
SOUNDNESS 

Donor assistance ln funding flnanclal intermediary or credit 



institution lending, should lead toward more independence for the 
intermediary organization(s) involved. However, such lending 
presents some special considerations for envlronrnental review, 
because the situation becomes very complex. 

For example, at any stage of prolect or program design: 1) 
The donor often knows very little about the details of individual 
investments or pro3ects that might be funded under such 
investments; 2) Funds are often onlent by the investment in small 
amounts and not always for speclfic pro]ects; 3) Intermediate 
credit may be comblned with other funds, to support expansion or 
continuing operations within sub-pro]ects, 4) USAID pro]ect, or 
regional USAID staff, or the intermediate institution, may have 
l ~ t t l e  or no contact with the prlmary borrowers or investees. 

As a consequence, lt may be possible to screen the loans 
only on the basis of assumptions about the types of subloans 
likely to be made by the lndivldual or organization receiving the 
loan. Therefore, while screening of individual subpro3ects, an 
attempt should be made to exclude loans of a type that would 
obviously result In significant negative impacts. This follows 
the recent suggestion made by the World Bank In thelr itSourcebook 
on Environmental Assessmentw (Chapter 6). The list below is a 
general llst taken from the World Bank and used here for 
lllustratlon. 

sAEDF's policy for environmental examination should as a 
general policy exclude Investments and or loans that involve* - 
1. Manufacture, importation, storage, use or disposal of 
hazardous or toxic materials, especially pesticides 

2 Encroachment on wildlands of regional, national or 
mternational signlflcance 

3 Conversion of wetlands or forest tracts of 10 hectares or more 
to other uses. 

4. Clearing or levelling land areas of 100 hectares or more. 

5. Involuntary resettlement of 50 households or more 

6. Withdrawals from or discharges to surface waters or 
groundwater In excess of 5 0 llters per second 

In addltlon, SAEDF should avoid lnvestments and loans that 
clearly involve large applications, procurement and/or use of 
pesticides 

IV. SUMMARY OF FINDINGS AND CONDITIONS 



Recently the World Bank has resolved many of its onlending 
financial programs In developing countries by havlng in-country 
envlronmental agencles (or ministries) carry out a revlew of the 
responsible agency and the review procedure for loan approval. 
This tCertiflcation', or a simllar process, while not mandatory 
for USAIDts approval, would ensure that the subpro~ects selected 
cr deslgned are environmentally sound. Therefore a slmrlar 
procedure will be followed in this project, and this is 
laborated below. 

In the present case, the responsible agency, Southern 
Afrlcan Enterprise Development Fund (SAEDF) wlll be lnvolved in 
investmerdt activrties In eleven southern African countries 
potentially coverlng thousands of investments and loans. The 
SAEDF will be requlred to establish a loan and investment 
approval polrcy whach will include the environmental crlteria and 
principles addressed in this IEE. The SAEDF wlll be required to 
marntaln or cause to be malntalned, accurate records, acceptable 
to USAID, and provide them to USAID upon request. 

The SAEDFts envrronmental examinatlon polrcy and procedures 
for assurlng ~ t s  mplementatlon will be submitted to USAID 

-* (Office of Southern Afrlca Affairs and the Bureau Environmental 
Officer) for approval prlor to an lnitlal dlsbursement for 
investment purposes under USAIDts grant It wlll lnclude, 1) the 
SADEF8s management oversight responslbilitles regarding 
envlronmental Issues; 2) crlterla used In screening projects; 3) 
operatronal methods and procedures for assuring compllance; and - 4) detalls of how SAEDFts procedures will be guided by with 
lndivlduaf country Natlonal Environmental Actlon Plans, or their 
equivalent (copies of which wlll be provided to the SAEDF by 
USAID) 1 

If the SAEDF provldes funding through an intermediary 
flnanclal lnstltution, the general policy for envlronmental 
soundness will contlnue to apply and the SAEDF will assure 
maintenance of accurate and updated records 

V. RECOMMENDATION 

on the basis of the above process, a negative determination 
is recommended for this progect. 

1 Regardrng thrs last polnt, NEAPS have been completed rn Malawr, Botswana, 
Lesotho, and Zambra, are almost complete rn Zimbabwe, Tanzanra and Hozambrque, 
and equrvalent plans are rn place rn Namrbra, Swazrland and Rep of S Afrrca 



ANNEX B 

Impact Monitoring Categories 
for the 

Bouthern Africa Enterprise Development Fund (BAEDF) 

1. General Client Informatlon 

o Purwose* To gather demographic information on beneficiaries 
and to ensure that the Southern Afrlca Enterprise Fund ("the 
Fur 918) is reaching target groups 

o Information to be sathered* 

- Firm owner's name, address, phone number, age, gender, 
number of dependents, marltal status, years of formal 
education, number of enterprises owned, years in 
business (if more than one owner, data should be 
recorded for each owner). 

- Naturelsector of business, age of busmess, location of 
business. 

- Amount and purpose of investment, history of previous 
loans or investments 

2. Goal Level 

o Purwose: To determine whether the Fund 1s achieving the 
prolect goal. to lncrease income and employment among poor 
Southern Africans 

Informatlon to be qathered 

- Number of managers, male and female. - Number of employees, skilled and unskilled, male and 
female - Salary of firm owner(s). - Salaries of managers, male and female - Salaries of employees, skilled and unskilled, male and 
female 

3. Sub-aoal Level 

o Purpose To determine whether the Fund is achieving ~ t s  
sub-goal to stimulate growth and lncrease productivity of 
lndlgenous and disadvantaged small-medlum scale enterprises 
(SMEs) in Southern Africa. 

Informatlon to be qathered 

- Firm's annual sales and revenues 



- Fum's total assets. - Labor productivity - Ownershxp, percent male and percent female - Ownership, percent African - Change in output levels (if relevant). 

4 Pur~ose Level 

o Pur~ose* To determine whether the Fund is achieving ~ t s  
p'urpose to c,eate an effective, sustainable mechanism to 
provide financial services to indigenous and disadvantaged 
SMEs. 

o Information to be sathered 

- Percent of entrepreneurs receiving outside investment 
and technical assistance for the first time - Percent of entrepreneurs in a given region who are 
aware of the Fund. - Pro-~ected value of the Fund's portfolio - Percent of operating costs covered by the Fund's 
income. - Cost per dollar lnvested 

5 .  Social Imgact 

o Pur~ose To determine how the quality of life has changed 
for entrepreneurs receiving the Fund's services, and to 
determine what the Fund's cllents and their employees can do 
now that was not possible without the service 

o Information to be qathered Quality of life mdicators such 
as changes or improvements in housing, education, health, 
and nutrition of both the enterprise owner and his/her 
employees will be developed to assess the soclal impacts of 
the pro-Ject. This information will be collected through in- 
depth mterviews with a sample of firms during the three 
external evaluations. 
Sample indicators are 

- Breakdown of lncome expenditures. - Ownership of house or property - School age children In school - Tlmes per week employee/entrepreneur and famlly eat 
meat - Frequency of use of preventative health care - Holder of decision-making power - Acquisition of other goods and services, such as a 
refrigerator, child care, or personal transportation 


