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I hereby approve DS/RAD funding in the amount of $2,371,000 for the
Local Revenue Administration Project z%y r a 4-year period_subject to
availability of funds, and I authorizt4$498,000 of FN anda 498,000 of
EHR in FY 1979. The contribution of additional funding as authorized
by regional bureaus is also approved for this project.

a '}
Signature: _ g0~ [’;}p‘ o~
Tony Babb
Deputy»Assistant Administrator
for ,0od and Nutrition
Development Support Bureau

Date: Q ’ I'f 79

Attachment:
PAF and Project Paper

Clearances:

DS/RAD:Harlan Hobgood vate 6297
DS/RAD:Norman Nicholson _) Date #9
DS/RAD:John Gelb A Date 9
DS/P0:Robert Simpson { Date éag



ACTION MEMORANDUM FOR THE DEPUTY ASSISTANT ADMINISTRATOR FOR FOOD AND
NUTRITION, DEVELOPMENT SUPPOR

FROM: DS/ RAD#H an H. Ho'bgood
SUBJECT: Local Ravenue Administration

Problem: To increase the capacity of AID to improve the self-help

capability of rural communities and to increase the flow of public
investments and services to the rural poor, a project on "Local

Revenue Administration” has been prepared by the Office of Rural

gevelopment and Development Administration of the Development Support
ureau.

Discussion: On June 11 in room 216 RPE representatives of the Regional
Bureaus and DSB Offices met with the Deputy Assistant Administrator
for Food and Nutrition to review the project and the issues as pre-
sented by the Bureaus and the discussants. After substantial dis-
cussion, approval of the project as presented was recosmended by all
representatives present.

Recommendation: That you approve and authorize funding by DSB of
$2,371,00C for Local Revenue Administration over the life of the
project (FY 1979 - FY 1982), and approve incremental funding by the
Regional Bureaus as authorized by them, by signing the attached PAF.
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Part I. Summary and Recommendations

B. Recommendations

Approval {s requested for a project in the amount of $6,000,000 over a
6 year perfod. This represents: (a) Initial authorization by AA/DSB of
a contract in the amount of $2,370,205 for the first four years obligated in
three tranches. The first tranche would be $995,961 in FY 1979 and would
fund the first two years of activity under the project. Subsequent tranches
of $66,700 in FY 1981, and $705,544 in FY 1982 would fund years three and
four: (b) Up to $3,630,000 of incremental funding from three possible sources:
(1) USAID field missions
(11) AID Regional Burcaus
(111) DSB funding {f 2-year evaluation indicates advisability of extending

project beyond initial four years of funding for an additional two years.

(See Annex A for budget anc p. 40 for explanation of incremental funding)

C. Project Description

The project will develop an analytical and technical assistance capability
for assisting LDC governments and USAID missions in dealing with issues of
policy and problems of providing jobs and services to the rural poor associated
with implementing the "new directions” in AID policy. In support of this
effort the project will provide 130 p/m per year for four years to be utilized
for technical assistance, applied research, training and information dissemina-
tion, and will assist DS/RAD in developing a consultant network in this area
of expertisec.

Current development theory and the AID mandate both require heavy

public investment 1in the rural arcas, greater emphasis on the development of

human capital, increasing reliance on the dynamic contribution of the
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agricultural sector and market town to the development process, ind greater
attention to the villagers' own assessment of their needs and priorities.

One of the key components of making development responsive to the
needs of the villages is the manner in which development programs are financed.
Neither the theory nor the practice of public finance has caugnht up with
current development practice. Thus, although there is g-owing emphasis
on oottom-up planning and decentralized qdministration in development programs,
the emnhasis in financial policy is still one of extracting a surplus from
the rural sector on the one hand and centralizing control of that surplus
on the other. Little has been done to use financial policy to stimulate
local action, mobilize local resources, and encourage more e¢fficient
use of public resources. Far too little emphasis has been placed on relating
maintenance costs to public investment programs in the rural areas and to
assuring that local communities have the capacity %0 absorb the recurrent
costs. Finally, inadequate attention has been paid to the need to decentralize

both investment and financing decisions and to relate the two.

In this project the contractor will work with LDC governments to
develop and field test new approaches to local revenue mobilization.
The {nformation gained in these field tests will be fed back into the
analytical work in an iterative fashion to provide pr:fessionals in
the field wil alternative models, approaches to the social and administrative
problems {nvolved in implementing them, and a clearer understanding nf
the distribution of benefits and costs of more decentralized and participatory
rural development. This will, {in turn enable us to update public finance

theory to make it mere consistent with current development strategies.



The major operational problems which this project is designed to
deal with are four.

(a) Sector specific interventions: The project will provide assistance

in dealing with the policy and management problems of local financing of
sectoral programs -- including community iccess to capital markets, recurrent
costs, and coordination of local and government revenues. These scctor
specific interventions might be in health, infrastructure, agricul ture,
education, or energy development for small industry.

(b) increasing the variety and reliability of the general revenue sources

of local authorities: This would provide assistance in development of

improved revenue sources of local authorities and providing direct technical
assistance in dealing with the associated management {ssues. Of particular
importance here will be the design of grants-in-aid programs and of local
land taxes as the major sources of local revenue.

(c) Local access to capital markets: A.I.D. funds are frequently used

to improve the ease of access of local authorities to sources of capital
both for productive investments such as roads and for socfal overhead such
as schools and clinics. This would include programs of assistiance to local
development banks, development of revenue bonds, etc. Assistance would be
provided in the design of such efforts, the problems of management, and the
evaluation of social distribution of benefits.

(d) Management of communal property: A major equity issue in many

rural areas is the access to the distribution of benefits from revenue

earning public assets such as forests, common lands, or water. Frequently



these assets do not yleld as much revenue as they might, that revenue is
often poorly managed, and frequently inequitably distributed. The poor
would derive direct benefit from improvement in the management of this
resource.

(e) Commercial activities: Commercial activities are increasingly

attractive as sources of revenue (also of needed investment) in small towns
and rura! a-eas. These commercial ventures cover a wide range of activities
includirg slaughterhouses, electrification, agricultural processing, among
others. Finding ways to stimulate such local activities and to deal with
the financial problems of capitalizing them, managing recurrent cests, and
providing adequate management could be an important contribution of this
project in many areas.

(f) Equity Issues: Tax and revenue mechanisms have been singularly

ineffective as mechanisms for income redistribution or even as policy
{nstruments in the rural sector (as opposed to simple revenue devices). If
we perceive both the possibility and the desirability of increasing loral
revenue, however, we must be concerned with equity questions assoctated
with increasing local control over expenditure and increased efforts to
rajse revenue within the community. It would seem appropriate here to
combine welfare economics concern with the relatio.ship of costs to benefits
received by groups in the population, the political economist's concern

with the institutional mechanisms for relating revenue and expenditure
decisions, and the more general concern with evaluating the social impact. of
development cfforts in order to find ways to monitor and assess the equity
impact of increased decentralization. We perceive that the contractor will

make a direct contribution to development monitoring systems which will

permit intermediate organizaticns to assess the equity impact of various



-5-

instruments for increasing local revenues.

The purpose of this project, therefore, is to help develop models
and procedures of local finance which will convert local needs into a pattern
of revenue mobilization that will support the provision of a mix of
community. To accomplish this end the consultants provided under the contract
may work with USAID missions LDC governments in the design of projects. The
contractor will also collaborate with local LDC institutions in applied
research on local revenue problems associated with the host country's
development efforts. Finally, the contractor will be working directly
with local authorities and intermediate institutions to improve administration
through training, implementation of pilot projects, or by seeking ways to
improve revenue mobilization performance in ongoing programs.

The outputs of the project will be:

(a) Applied research and consulting in 4-6 "in-depth countries where

the contractor will be 1avolved for 3-4 years in assisting the analysis,
design, implementation, and evaluation of local finance systems. The con-
tractor will be directly involved in implementing field tests-- {ncluding
training, project management, and provision of field staff, where required.

(b) Short-term consulting and analysis in up to 4-6 countries per year

which will provide opportunities for comparative analysis, rapid extension
of new approaches, and a valuable consulting service to USAID missions.

(c) State of tiie art work and development of new approaches to local

finance. Emphasis here will be on the development of a set of papers
which will clarify key problems in local finance and which are then converted

{nto manuals and training materials for direct applications to operations.
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(d) Information dissemination. This may taie the form of workshops

and the distribution of literature but the emphasis will be on working with
LDC institutions to assist in-country training.

(e) Networking: efforts to increase professional dialogue and the range
of consultants available in this field with particular attention to use of
LDC professiorals, the direct consulting needs of LDC governments, and
involvement of LDC institutions in the activities of the projects.

This combination of knowledge generation, analytical problem solving,
and direct tech.. ‘al assistance (to support tield testing of approaches)
presents certain contracting dilemmas in this project. Similarly, the
range of skills required is of a breadth not commonly found in the private
sector. DS/RAD feels that the best way to proceed would be with a university
contractor-- preferably with an institute of public policy or public management.
Such an institute would be able to tap the varied resources of a major
university and in addition would be accustomed to contract work.

The contracting mode we are seeking is one which combines (a) joint
managument, (b) integration of applied research and implementation activities,
(c) incremental funding by missions of country specific field applications,
and (d) a "collaborative style" approach to engaging the contractor in in-
creasingly specific iteratiuns of the scope of work and definition of
the problem.

By end-of-project, we will have completed a series of state-of-the-art
papers which synthesize the existing knowledge and recent experience. We
will have developed training materials to assist in the implementation of new
local revenue mobilization sytems and will have field tested them in at least

six .ountries. We will also have developed a network of professionals in
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LDCs, USAID missfons, and elsewhere to assist quick dissemination and
ut{lization of these findings.

In the 4-6 countries in which the contractor will have "{in-depth*
relations over the 11fe of the project we would expect to find evidence of
more effective mobilization of local resources and concomitantly greater
responsiveness of public expenditure at the loca level to local needs
and priorities.

As the interventions proposed in this project represent significant
departures from existing practice in local finance in most LDCs we prefer
to build some flexibility into the project desfgn. The current request {s
for four years of funding. We suspect, however, that revisfons of Tocal
finance practices may take a longer period to develop and test. We propose,
therefore, to do an intensive review of project status in year two, and,
{f necessary, to scek authorfzation for an additional two years of funding
at that time. Total project funding, including {ncrements added by
regional bureaus and mission and additional two years of funding would

not exceed $6,000,000.






S
(e.g., pilot project or monitoring of project implementation). The project
paper specifically proposes, however, that the principle ot mission cost
sharing and the possibility of additicnal incramentai funding for additional
services under the project be established. The cost sharing would in all
probability be in the form of meeting local costs {internal travel, per

) Jr other sources
diem, research ccsts, .tc.) cut of PD&S funds/for short term work under

Regional Bureau and
the DS/RAD project./ mission add-ons wouid be for additicnal technical
assistance to involve the contractor in direct implementation responsibilities
for mission projects. This incremental funding would come from mission.
program funds and would be authorized as amendments to our project by
the respective bureaus. Restrictions wouid be placed on this process
in the form of the maximum number of countries in which the contractor could
be involved "in-depth," the maximum amount of permissible add-ons, and that
the scope of work be consistent with the scope »f work defined in this
project pape-.
3. Economic Analysis:

DS/RAD argues that by employing the nraxis mode of social science
research, we can procuce better analysis at lower cost than through more
traditional forms. In this project, for example, know edge gencration
and dissemination becomes a "free good" obtained at very marginal additional
cost over the normal expenditures for project design and impiementation.

In the process the missions (4-6 long term and up to 4 to 6 short-term each year
will receive high quality professional assistance in the.r program development
and DS/RAD will provide the contractor with exceptional opportunitios for

"grounded” rescarch,
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4, Social Soundness:
In general the purpose of this project is to encourage more equitabie

and participatory modes of financing rural development. We will be
particularly interested in the effects of various revenue devices and
decision making mechanisms on equity, protection of the community's nat ~al
resource base, and the provision of basic human needs The project will
contribute to the welfare of the rural poor by tying payment of costs of
development much more directly to the distribution of benefits of development
projects through a more progressive revenue structure. In addition, by
stimulating local community action and providing a more efficient use

of public investment, more responsive to local needs, the overall economic
and social improvement of the village should be encouraged. Finally, by
seeking more fascile means by which indigenous groups among the poor can
mobilize their own resnurces in combination with better access to government
resources, this project should assist the targeting of benefits to the poor.
More specific social soundness analysis will be required, however, for each
field intervention.

E. Project Issues

1. Contractual Mode:

This project has been designed according to the understandings recorded
in the Hobgood memo of April 23, 1979 ( Anncx D ). As DS/RAD has not
had a response to this memo from SER/CM or GC, it remains an issue as to
whether this form of contracting is possible.
2. DS/UD currently has a project dealing with local revenue in urban areas
(Urban Financial Management). It remains an issue as to whether the bureau's
local finance efforts should be divided in this manner. The DSB position

{s that DSB should deal with rural finance or financing services in small towns

which a-. rural oriented, and not deal with municipal finance.
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3. The issue was raised as to whether this project is adequately
responsive to the "new directions." It deals with increasing local
participation in decision making, increased availability and res-
ponsiveness of services and investment to the rural arcas, and the
stimulation of self help. But it does not specifically concern itself

with taxation as a redistributive mechanism or with financial solutions

to regional inequality. In short, it is concerned with local firance,

not the role of rural revenue in macro-economic strategies.
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PART II  Project Background and Detailed Description

A. Background

Recent Advances in Development Theory and the Theory and Practice
of Public Finance:

A review of current development theory yields five prominent and
common themes: (a) a reducedemphasis on the role of savings and capital
formation in development and renewed interest in technological innovation;]
(b) a growing recognition of the dynamic potential of the rural sector
(mediated through the market town) as the source of growthz; (c) a con-
viction, born of recent experience, that any growth strategy must take
into account the distributive implications of a given pattern of investment
and that any acceptable growth model today must contain mechanisms to
redistribute access to productive assets, jobs, and economic opportunity
more equitab]y;3 (d) a growing realization of the benefits of early invest-
ment in human capital and the growth process? and (e) the requirement to
re-introduce population dynamics as a key factor in the growth process --

endogenous to our growth mode]s.5

1. See, Robert Evenson & Y. Kislev, Agricultural Research and Productivity
(New Haven: Yale University Press, 1975), and Y. Hayami & V.W. Ruttan,
Agricultural Development: An International Perspective (Baltimore: Johns
Hopkins Press, 1971).

2. See D.A. Rondinelli & K. Ruddle, Urbanization and Rural Development (New
York: Praeger, 1978), and J.W. Mellor, The New Economics of Growth (lthaca,
Cornell University Press, 1976).

3. See, Hollis Chenery et.al., Redistribution with Growth, (London: Oxford
University Press, 1974).

4. See, Employment, Growth and Basic Needs (New York: Praeger, 1977), and

I. Adelman & C.T. Morris, Economic Growth & Social Equity .n Developing Countries.
(Stanford: Stanford University Press 1973). — e

5. See, M. Mesarovic & E. Pestel, Marking at the Turning Point (New York:
Dutton, 1974), W. La2ontief et. al. The Future of the World Economy (MNew York:

Oxford University Press, 1977), 5. Hardin & J. Baden, eds. Managing
the Commons (San Francisco: W.H. Freeman & Co., 1977) -
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The net result of these new theoretical departures has been to
direct our attention increasingly toward the rural sector -- as the source
of jobs and subsistance for increasing populations, as a sector in which
labor and technology can most easily substitute for scarce capital and
low savings rates, as the sector which presents the most serious poverty
and equity problems on a global basis, and as the environment which
nourishes our most intractible and least understood population problems.
Slowly but steadily LDC governments have begun to invest more heavily in
rural infrastructure and services. Research on agricultural and rural
problems has expanded. More slowly, but with increasing prominance,
questions have been raised regarding the adequacy of the institutional
structures which govern and serve the villages and we have now begun to
address questions of the process of local participation, the organization
of rural markets, the appropriateness of the current patterns of organization
of rural services, and the responsiveness of research systems to farmer
needs.

Unfortunately, the study of public finance in the Third World appears
to have been 1ittle affected by these departures in developmeht theory.
The emphasis of the public finance literature for the past three decades has
been that the process of development depended upon the transfer of surplus
labor and wage goods from the rural sector to the urban sector and to en-
courage the mobilization of capital in that supposedly more modern and
productive sector. Little attention has been given to date to the role of
tax policy in stimulating productivity in the rural sector, in rechanneling
resources within the rural sector (as opposed to transferring them out of

that sector), or to the impact of current financing mechanisms on equity
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and consumption levels among the rural poor. In a recent review of rural
taxation in developing countries, Richard Bird concludes, "It is thus no
exaggeration to say that not one developing country has to date utilized
the undoubted potentials of properly constructed agricultural taxes as part
of a conscious development policy as well as to raise revenue."7
Furthermore, he goes on to argue, the existing rural tax structure neither
operates e?fective]y to mobilize local resources, nor to encourage more
efficient utilization of public revenues.(page 41).

There seems little doubt, therefore, that the "new directions" in inter-
national approaches to development is seriously in need of applied research

and theory building on the crucial problems of resource mobilization and

financing in an increasing rural development effort.

The Practice of Rural Development:

Recent research into contemporary development programs strongly
suggests that they impose numerous costs, some of which are excessive and
avoidable, and forego numerous benefits, many of which could in fact be
realized. Nowhere is this more true than in the structure and operation of
the very public services that seek to mount jevelopment efforts. It is

our conviction that the costs imposed and the opportunities foregone are
of sufficient maanitude and of a critic>! enough character, involving
as they do target groups of hich priority to this Agency, that a major investi-

gation into new means of supplying public services is warranted. In particular,

6. See, A.0. Hirschman, Journeys Toward Progress (MNew York: Twentieth Century
Fund, 1963), Chapter 3; R.M, Bird & 0. Oldman, Readings on Taxation in
Developing Countries (Baltimore: Johns Hopkins Press, 1974), U.K. Hicks,
Development from Below (Oxford: Clarendon Press, 1961).

7. R.M. Bird, Taxing Agricultural Land in Developing Countries (Cambridge:
Harvard University Press, 1974),
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we feel that we should investigate ways and means whereby the provision of
public services could be decentralized such that the rural poor could mobilize
resources so as to provide services better attuned to their needs.

Moreover, there are "indigenous” institutional structures (e.¢. local
chiefs, kin groups, etc.) which could be built upon to encourage local action
and to provide a reliable basis for managing many local finance problems
adequately linked to capital markets, extension service:r, and provided

an adequate legal status.

It is no secret that the development programs are everywhere bedeviled
by the cost of over-centralization. The consequences arewell known. Plans
are made without adequate information concerning either resources or needs.
Projects are adopted which are inappropriate to the tasks they were selected
to fulfill. Delays appear interminable. And skills and manpower that could
more profi*ahly be employed in other capacities are absorbed instead in the
sheer maintenance and coordination of the bureaucratic apparatus itself.

Less well known, but increasingly recognized, are the benefits foregone
from the maintenance of a centralized public service. Experience in the
field has repeatedly taught us that local people are knowledgeable about
the problems they face, and often more so than the experts who come to advise
them. Moreover, it has also taught us that they are entrepreneural in spirit
to a far greater degree than earlier "doctrines" would have had us believe.
These resources of local knowledge and innovativeness are often left untapped,
however, and indeed are often curtailed. Instead, development bureaucracies
often seek to substitute their pre-programmed solutions for local definitions
of the problems of the rural poor, and exert their control over local forces
of innovation which often times impose "incoveniences" upon them and, to many,

actually appear threatening.
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Equally as relevant, recent research on our target groups reveal a
property that has too often been discounted: the availability of mobilization
resources. The obvious poverty of the rural poor often times conceals the
fact that they do possess resources. Moreover, recent research into the
pattern of remittances and resource flows from urban kin reveal that they
have access to resources from other sectors of a previously unappreciated
magnitude.. While we in no way wish to discount the low level of the resources
at their command, particularly by comparison with the wealth of the
urban elites; and while we do not want to argue that the net flows
of resources tend to be toward the urban centers, we nonetheless feel
compelled to suggest that contemporary studies of rural savings and rural
private incomes do strongly indicate that an important compinent of rural
poverty may not be the lack of resources per se, but rather an inabiiily
effectively to mobilize them.

One last point should be noted. Experience has also taught us that
private resources in the rural areas can and have been mobilized when
the rural poor have found useful means of so doing. More to the point,
the rural poor have often channeled their resources into the formation of
private capital but much less often done so for the formation of public
goods. And it is our conviction that an important factor constraining
the growth of private incomes in the target group may well be the low level
of complementary goods provided by the public sector.

Herds of livestock, bench terraces,farm improvements, tree crops,
shelters, fences, water supplies, farm implements -- all represent
the embodiment of resources into productive private capital; and all
exist even among the rural poor. But they exist along side roads of
such poor quality that products cannot be profitably marketed; marketing
services that are inefficiently run; machineryrepair services that do

not operate; and schools and clinics that are understaffed and underprovisioned.
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The rural poor thus can and do save and form capital. And it is our
conviction they would do so to an even greater degree if they could select
a level and mixture of public services that were better attuned to their needs.
The record up to now strongly suggests that most centralized national bureau-
cracies either cannot or will not provide such services. An important part
of the purpose of our proposal is therefore to attempt to promote the design
and development of institutions whereby the rural poor themselves could
select and manage the services they need.

The validity of this line of argument is brought home most poignantly
in the growing problems of maintenance as investments in rural infrastructure
expand or the difficulties encountered in financing the recurrent costs of
social services to the rural poor. In some cases, it appears, the local
community fails to maintain the investment for the simple reason that is
was not a high priority fcr the village in the first place, but was initiated
by a national ministry while more preferred projects went unfunded. More
significant, however, is the typical lack of any institutional mechanism
by which the villagers can mobilize resources adequate to the arowing
maintenance load. Furthermore, it is not uncommon for progra.s to be
initiated without any analysis of the availability of the revenue base,
staff, or institutional structures for maintaining them. This lack of
revenue instruments and institutional structures extends also to locally
inspired efforts. Local authorities are seldom provided with revenue

access to capital markets,

systems which stimulate local action (e.g.,/special tax districts or Tocal
development banks), an adequately trained staff and supporting services from
government to undertake such revenue mobilization efforts., or sufficient

autonomy and flexible procedures to make local efforts worth the effort.
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Recent increases in government expenditure in rural areas have

typically been funded directly through central ministry programs or

through grants-in-aid to local authorities. Such systems of financing

do not generally encourage economy in the use of public resources,
stimulate the mobilization of resources to complement national efforts,

or respond flexibly to local needs and priorities. It is reasonably

clear that considerable increases in both efficiency and effectiveness

of publiz }nvestments could be achieved by funding instruments and institu-
tional mechanisms which 1ink decisions oﬁ revenue much more directly to
decisions on expenditure at the local level.

Finally, the existing system of public finance in most developing
countries appears to link a regressive tax structure with equally
inequitable system of implementing rural programs. It may well be that
more direct linking of user fees and costs to beneficiaries at the local
Tevel would both be more equitable in fact than current practice or at
Teast would have the added virtue of freeing national resources for more
carefully targeted programs to improve the lot of the poor. The current
development literature is generally silent on this issue, however.

[t is clear that each of the problems iterated above could be
tackled in a variety of ways. They could be dealt with as problems
of general public finance and inter-sectoral resource flows. They may
also be treated as institutional problems -- problems of local government
and of supporting intermediate institutions. Limited benefits might be
derived from improving administration and rationalizing the financing of
specific programs or projects. Finally, emphasis might be placed on the
development of specific revenue instruments at the local level. The
existing state of the art provides us with few insights as to which of

these provide the most beneficial approach in which contexts.
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A.I.D.'s Previous Experience and Current Needs:

Over the past three decades che United States Government has been
involved in a variety of efforts to assist the development of revenue
administration and local government administration around the world.

A review of these efforts has never been systematically undertaken and it
will be part of the task of this project within the first year to prepare
foﬁr state-of-the-art papers (one for each of A.I.D.'s regions) to
synthesize the lessons learned by these and other efforts at technical

assistance and institutional transfer.

Insofar as we have been able to tap existing evaluation
ma: fal and the Agency's "oral tradition" the earlier efforts would
appear to share certain common elements. First, they were primarily urban
oriented-- related to the administration of national level taxes which had
their highest incidence efther in the cities or in international trade.
Some 1imited work was undertaken on land taxation but this was primarily
directed at problems of organizing and conducting a cadaster -- assessment,
establishing title, and tax mapping. Second, these efforts do not appear
to have had much impact on the magnitude of resources available to local
authorities because they took place in a context in which the functions of
local authorities were viewed as residual -- clean streets and water
supply. Major development efforts were to be undertaken by national
ministries. Third, the emphasis A.I.D. assistance has been on technical
administrative services and has neglected the political-economy of local
finance -- issues related to 1inking revenue and benefits, stimulating

local resource mobilization, increasing participation, etc. Fourth,
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the tax base of most LDCs is highly regressive and A.I.D.'s development

efforts have done 1ittle to alter that reality, or to address the policy issues
that underlie it.

The PID for this project was reviewed by the regional bureaus during
the Office's ABS review in  May 1978, and received unanimous support
as a high priority item. Strong support for the project was also cxpressed

in the May 1979 CPSS review of the office by AID's senior staff.

A good example of the need for services under this project can be
found in an information memsrandum for AA/ASIA by Benjamin Hawley (ASIA/DP)
dated January 29, 1979, and titled "Apparent increasing inability of local
governments to support AID-initiated projects in Asia ».:." The conclusions
of this review of A.I.D. efforts in Asia concluded:
1. AID's knowledge of local gove}nments in Asia in general is still imperfect.
Certain project assumptions concerning local government financing project

activities have been incorrect and have placed certain projects in jeopardy.

2. AID needs to study the magnitude of the debt and managerial burden which
its projects, individually and collectively, place on provincial and sub-
provincial governments and private organizations. That burden is becoming

greater than these organizations can bear.

3. An increased emphasis on fiscal management procedures in local governments
would provide AID with the assurance it now lacks that local governments

are prepared, at least managerially, to continue projects after AID's funding
terminates. This increased emphasis would probably take the form of Bureau

guidance recommending that missions design province-based projects around
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the provincial government as it currently exists in each country. This

new emphasis should not take the form of a new section of the Project

Paper entitled "Local Government Capability," to be tacked on just after

the Women in Development section. This new emphasis should also be addressed
as appropriate in program-wide reviews such as the ABS and the CDSS. The
Bureau should avoid the appearance and the fact of a new Washington

requirement being 1aid on the Missions.

4. Under present administrative arrangements, it appears unlikely that
local governments can continue financing AID projects without assistance

from their central governments.

5. The 1ikelihood of increasing participation by local people in local
development planning remains low as long as AID has no clear idea of

the structure and sociology of the local governments and local groups

which are to be encouraged to work together. The subject is an appropriate
domain of AID's social analysis, new guidance for which is now being

prepared in PPC.

DS/RAD would fully expect this project to be able to assist missions
in analyzing problems of this kind and to participate in suggesting

solutions.

Policy Guidelines

The "International Development ard Food Assistance Act of 977"
emphasized (Sec. 101) that U.S. assistance should be increasingly concentrated

in countries which make the most effective use of such assistance to halp
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the poor. Of the five criteria listed by Congress as evidence of such
efforts, the fourth was: “promote greater equality of income, distribution,
including measures such as more progressive taxation and more equitable
returns to small fammers." At present, however, the Aqency has no capacity
for providing technical assistance to missfons or LOC's to provide the
ncered analytical canacity or technical assistance to improve the revenue

systems associated with rural development efforts.

" More rcoently the "A.1.D. Policy on Agricultural Asset Distribution:
Land Reform,"” paper stressed the importance of examining how “new land-
holding patterns influence tax incidence, revenue generation and land
values ... " Cace aga,n. however, there {5 no evidunce that the Agency's
many agricultura’ development projects and integrated rural development
projects provide ruch analysts of the revenue irnlicatt - of increased
productivity, changing land values, and financing of Yoca: Zervices.

“The Aqricultural Developrent Poltcy Paper” (ALD, June 1978) also makes
rsf qrence to the need to encourage locsl participation and resource
mobilization (pp 29-30). Referring to local participatory {nstitutions
the paper comments: “Providing they are not deminated by wealthy
producers, these institutions help -newure access by low fncere producers
to productive asset -, thus areliorating the disruptive effects of

cconomic change and promating a rore equitable distribution of 14 byrdens

and benefits,  They might also:

(1) promote a more efficient allacation of public tnvestment in

{nfrastructure, tncluding fmproved utilization and raintenance by peneficliaries
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who, through their participation, have a "stake" in the investment;
(2) encourage local mobilization of resources;
(3) improve the functioning of markets; and
(84) facilitate broad-based production growth by diffusing risk,
conveying technical information, or facilitating communication between Tocal

people and government officials.”
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B. Detailed Project Description

1. Project Goal:

The project goal is to stimulate the self-help capabilities of local

communities in LDCs. This implies not only a greater mobilization

of resources locally to aid the development process but greater participa-
tion in decisions regarding how these reSources will be mobilized, how

the funds will be used, and how local efforts will compliment and relate to
national efforts. More effective participation of the villagers in
decisions regarding local development is not only mandated by AID's

policy guidelines but would also appear essential to effective utilization
of public resources. The empha:is in this project on the mobilization of
resources is justified by the assymption that only by linking revenue and ex-
penditure decisions at the local level can we improve the effectiveness of
aevelopment expenditures. While stating this conviction, however, it is
still necessary to stress that careful attention be given to the revenue
instruments employed and the decison processes at work to assess their
impact on the community -- both in terms of equity and on their effect

on the natural resource base.

Means of verification

(a) In each in-depth country in which the project is engaged in field
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testing of new approaches to local finance attention will be given to
the establishment of an analytical capacity to monitor the social impact
of variaus institutional arrangements and policy instruments.

(b) If the experiments are successful we would expect to see
a rising percentage of locally generated revenue to fund local development
efforts, as well as a greater variety of revenue sources being tapped.

(c) We would also expect to see the emergence of revenue devices
and institutional mechanisms which are better suited to the economic
patterns in rural areas and to local social structures.

The analysis will be done by the contractor in collaboration with
Tocal LDC institutions and will include both survey techniques and more
intensive research on institutional perfuriance and decison making processes.
In most instances an attempt will be made to make this evaluation effort
an integral part of program monitoring and policy making in the host country
and to accomplish it through incremental changes in existing information
systems.
2. Project Purpose:

The purpose of the project will be to develop and field test
new approaches to generating local revenue or funding local development
activities which will have the following characteristics:

(a) provide adequate incentives for local resource mobilization and
efficiency in the use of public resources;

(b) allow for increased participation in revenue and expenditure decisions

by local inhabitants;
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(c) are responsive to the welfare and equity considerations of
the "new directions" than is generally the case now;

(d) augment and make more reliable the resource base of local
authorities;

(e) be more responsive to local social and economic processes;

(f) provide a clearer picture of local needs and priorities.

We are particularly interested in exploring alternatives to centrally
imposéd taxes in funding local expenditures. Experiments in Egypt, Panama,
and parts of Africa with commercial enterprises deserve greater attention.
A new look at voluntary contributions, especially of labor,is probably
desirable. Increased reliance on user fees is attractive for some
services but we need to understand approaches which make such fees more
acceptable.

It is also necessary to investigate the kinds of local taxes and
grants-in-aid programs which will best stimulate local action and assure
expenditure patterns which are most responsive to local needs. Suggestions
have been made that central grants based on a "unit-cost" rather than a
matching grant may be highly efficacious. A cost-effective land tax that
captures some of the increased income stream from new public investments
in agricultural research and rural infrastructure is highly desirable
but has so far presented formidable obstacles.

Most welfare economics and public choice theory agrees that linking
revenue and expenditure decision yields a greater willingness to pay on the
part of the citizen and also provides a much more accurate "demand schedule"

for public investment. While this conclusion should be treated with caution,
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recognizing that there are returns to scale in some cases, that Tocal power
structures may bias local demand, etc., we would still argue that greater
concern for innovative institutional arrangements for linkirg revenue
and expenditure decisions are desirable. In some cases local governments
will provide the answer. In others, however, varied mechanisms which relate
to the field programs of national ministries have pramise.

Finally, almost all operations involved in the raising of local
revenue or providing assistance to local efforts require improvement.
Technical assistance to improve administration of revenue should be sensitive
to the need to reduce technical demands and administrative costs to local
capabilities. We should also keep in mind the relationship between the
administrative mechanisms employed and the institutional requirements of
increased participation. For example, excessive "top down" programming
combined with grant-in-aid which is viewed locally as patronage will
generally discourage local initiative. Similarly, without adequate supporting
services, local leadership will be unable to handle the burdens thrust
on them and local action will again be discouraged.

Examples of types of projects which might provide vehicles for utilization

of this project:

(a) Sectoral interventions:

Sectorally oriented projects frequently have important local finance
aspects that are not always adequately analyzed or/?;:t unresolved in project
design. This project could provide direct support to missions in undertaking
this component of the project design work.

- irrigation and potable water -- developuent of user fees and managemert

of collection system both to repay capital costs and to fund recurrent
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costs.

- agricultural markets -- development of regulated markets and the
management of collection systems.

- cash crop cesses-- the convenience of tax collection at the milling
point for crops that are centrally marketed (oi1seeds, sugar, cotton)
has made cash crops cesses attractive as revenue for supporting
research, extension, road development etc. for those crops. This
project could assist in the design and management of such a system
of cesses.

- health services-- local payment of the cost of expendables, recurrent
cost of maintaining facilities, or even the capital costs of clinics
are frequently the responsibility of local cuthorities or the local
community. Similarly , communities frequently fund the cost of rural
health workers or paraprofessionals. This project could provide
assistance in devising a suitable funding system and assist in
organizing and designing training for the revenue management of
such an effort.

- educational facilities-- costs of schools (capital or maintenance),
payment of teachers, funding special (e.g. vocational) programs,
may be partially met by the local community.

In all areas of social services, questions of appropriate scale of local

units of revenue mobilization, the proper functions to be locally funded,
the terms of government assistance, the involvement of the local leadership

in planning, training of revenue staff, and problems of revenue management will

be of particular interest under this project.
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(b) General revenue generation:

With increased burdens of rural development falling on local authorities,
assistance in improving local capacity to play this development role has been
of great concern to A.I.D. In the Philippines the PDAP program, in Indonesia
PDP, municipal development activities in Latin America, District Development
project in Ghana, Eastern ORD in Upper Volta, Development Decentralization
in Egypt, are all examples of A.I.D. funded efforts in this direction.

These efforts differ greatly in the extent to which they have come to grips
with the local revenue aspects of the problem but all too often it has been
neglected or proven intractable. The most common and productive sources

of local revenue have been grants-in-aid and land taxes. The project would
be prepared to provide research on the nature of the revenue base, the
equity implications of certain types of tax structures, and the distribution
of investment and benefits in existing grants-in-aid programs. This analysis
would also deal with economic incentives (or disincentives) of existing or
proposed revenue systems. Finally, the project would be prepared to provide
technical assistance in collaboration with missions and host governments

in reforming existing systems.

(c) Capital markecs:

One of the major problems of rural development and one of the major
constraints on local initiative is the difficulty of raising initial
capital for investment-- roads, irrigation, potable water, schools, etc.

The result of this difficulty is that local communities become dependent
on the government and initiative is stifled. A.I1.D. has some experience
in Municipal Development Banks which is most instructive, but we need to
adapt that experience to the problems of rural development and the special

needs of rural communities. An alternative might be assistance in development
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of markets for local development bonds. This could be attractive in places
such as Portugal, Yemen, Pakistan, or the Caribbean, where remittances from
migrants cannot presently be coaxed into the public sector. A similar
opportunity exists where rural to urban migratiun creates a flow of
remittances back to the villages.

(d) Management of communal properties:

Rural communities typically have a variety of revenue producing assets--
e.g. forest lands, common grazing lands, water resources, etc. which are often
poorly managed commercially. Benefits from these assets are typically
appropriated by local elites with little benefit accruing to the community.
Improved management procedures often have the advantage of increasing the
revenue from such undertakings, improving the accountability of the managers
to the community, and could even have an efficacious effect on preservation
of the resource base. The project would be prepared to assist specific
sectoral specialists in examining the revenue and public choice components
of A.I.D. efforts in this direction.

(e) Commercial undertakings:

Commercial undertakings are attractive for local governments in that
they stimulate economic activity, potentially increase employment, and are
a reasonably painless way of producing revenue for the local authority. Such
efforts can include public utilities, transportation, agricultural processing,
and a host of other activities. These mechanisms have been extensively used
in parts of English speaking Africa and A.I.D. is funding efforts in Egypt
2long these 1ines (Development Decentralization Project) and in Yemen (Local
Resources for Development Project). Varieties of revenue can include user
fees for specific services, general revenue income, or even "cooperative"

activity as in rural electrical cooperatives. It appears that, leaving
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aside one or two individual projects, the bulk of A.I.D.'s efforts in

this area are through small grants from Special Development Funds made
available to individual local communities by mission directors. The
potential of such projects for assisting local indigenous groups to couoperate
for their own benefit is considerable, although there are clear operational
problems. The project would be brepared~to supply specialists in small

scale cooperative and public enterprise operations, familiar with capital
markets, financial management at the local level, marketing, §nd business
management to assist in development of larger scale projects of this sort.

Means of verification:

The accomplishments of the project can be divided into two components,
(a) the accomplishments in the 4-6 in-depth countries where we will have a
direct impact on A.I.D.'s target group by our involvement in project imple-
mentation in the field and, (b) the more general knowledge generation and
dissemination activities under the project.

(2) In-depth countries: Interventions in in-depth countries will
take place at several different points in the system.

(i) Policy Analysis-- This will require macro-level analysis

of revenue policy, inter-governmental relations, and various sectoral applica-
tions, of the appropriate pattern of local finance in the country's development
efforts. The analytical input under this project will not deal with revenue

policy in general but rather the role of community financed activities

within the broader context.
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(i1) Revenue Instruments -- The contractor will provide a
comparative analysis of the requirements, impact, and imnlementation
problems of a variety of forms of local finance (taxes, grants-in-aid,’
user fees, capital loans, bonds, commercial activities, voluntary
contributions). The major purpose here will be to augment the mix of instru-
ments which are capable of meeting the purposes of this project in specific
contexts.

(iii) Institutional Mechanisms -- The contractor should then be
prepared to offer direct technical assistance in the design and implemen-
tation of mission funded programs to improve the administration of both
intermediary and local institutions concerned with local finance. This
will include anlaysis in staffing patterns, operating procedures, decision
mechanisms, and the responsiveness of communicy organizations. This
will,in turn, lead to recommendations for improvements, training and
technical assistance in setting up new modes of operation. The range of
local institutions may include local governments, cooperatives, user
associations, etc., insofar as they have resource mobilization functions
within the community. Technical assistance will include not only revenue
assessment and adminstration but the appropriate community develonment
work to assure local support.

Assistance will also be provided to intermediate institutions which
service or provide financing to local communities. These institutions
include Municipal Development Ranks, Local Government Departments, peak
Cooperative Associations, etc. Typically these institutions review

community project proposals and provide assistance in securing financing --
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(e.g., project design and approval processes and revenue mobilizational
capacity).

Tncluded here would also be assistance in the design and management
problems of financing capital costs and recurrent costs of the provision
of social services or sector specific programs in health, education,
agriculture etc. In these areas, technical supervision, policy and a
portion of costs typically comes from the government, while recurrent costs
and day-to-day management may be vested in the community. Where these
services are aimed directly at the poor, special attention is warranted

to the equity and incentives involved in local financing.
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As can be seen these various interventions will require a variety
of evaluation and impact assessment techniques. The specific indicators
will have to be developed in each instance in accord with the character
of the interventions. To the extent possible the evaluation should
attempt to establish causal links between outputs, purpose attainment
and goal attainment. This will undoubtedly require farily sophisticated
combination of causal path analysis, case studies, informant surveys,
and public choice modeling.

(b) General OQutputs: The general outputs are somewhat easier
to evaluate. Analytical tools, training modules, and administrative
procedures can be field tested and disseminated through a variety of mech-
anisms. Comparative analysis of various revenue instruments can be
subjected to objective evaluation through publication and workshops.

The networking and short-term consulting funded under the project will

assist evaluation of all of these general outputs.

3. Project OQutputs:

1. In-depth consulting in 4-6 countries over life of project. This
will involve involvement by the contractor in applied research, project
development, implementation, evaluation, and training. At least 200 pm (LOP)
of consulting time spread among a variety of disciplines will be required
(see Annex C ). Following negotiations with field mission the contractor
agrees to provide an additional level of effort of not more that 300 pm if
incremental funding is received and the work is generally within the scope

of the project as defined in this PP,



2. Short-term consulting work will be provided in project design,
applied research, training, and evaluation in 4-6.countries
per year for a total LOP of 90 pm.

3. State of the art (SOAP) work will to some extent to be defined
as the project develops in collaboration with host governments and field
missions. Six of the 10 SOAPs can be defined now, however,

(a) In the first year of the project four SOAPS will be prepared
one for each AID geographic region -- to evzluate previous efforts by
international donors to assist resource mobilization in the region,
institutional patterns and performance, and social impact of existing
systems.

(b) In year 2 a SOAP will be prepared which will build on the
first stage SOAPs to bring public finance theory up to date in the
context of current development theory ind strategies. This will provide
guidelines for thinking about revenue and resource mobilizition aspects
of rural development, basic human needs, participation, and employment
oriented programs.

(c) In year 4 a SOAP will be completed which will deal with
the institutional aspects of revenue administration, re.ource mobilfsation,
community action, and local decisfon miking, 1t wil) wgent alternative
analytical models for evaluating the participatory and rovenge sobilisation
capability of various revenue instrument, and deciaon proce e

4. Information disvemination: The contractor will hold at leswt one
workshop annually to review progress, under the project and subject perfors

mance to sciutiny and critical analysin by professionals in the fieldy, [n
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The RFP will also stress the need tu have access to specialists in
various sectoral financing problems -- especially health, education,
public works, agriculture, and small business development. There will also
be a requirement for training specialists and for technicians familiar
with the day-to-day administrative and analytical reruirements of local
revenue systems, capital grants, bonds, and loans, etc.

The RFP will request indications of language skills available
to the institution with particular attention to Arabic, French, and
Spanish,

Heavy weight will be given in the selection process to evidence
of a management zapacity which can combine university resources flexibly
with respect to timino of field assignments, which understands inter-
disciplinary work and research, which has considerable consulting and
administrative experience in this area, has appropriate links to the
private sector, and has broad LDC experience.

The total centrally funded inputs will be $2.4 million over four
years in the tormn of a4 contract. Provision will be made for the incremental
fundings of additional services to missions out of mission program funds of
nut Lo $2 5 million,

(L) DS/RAD: Manaaement time i5 estimated ot 5 p/m of senior
professfonal's tiee ard 1 p/m of office's backstop cfficer in the first year
of the project; dropping to 3 p/m of senior professional's time and 1 p/m

of backstop officer's time in subsequent years.



-38 .

III. Project Analysis

A. Technical Analysis:

This project is designed to develop, field test, and disseminate
(through training and other suitable mechanisms) new approaches to the
strategy and administration of lTocal public finance which will stimulate
local action and increase local participation. Ir part the problem
must be viewed as analytical, as we attempt to adjust current public
finance theory and practice to new needs. As we move to field testing,
however, the problems of administration and implementation #il1l1 have to
be dealt with directly and built into our field applications. We requife a con-

t;%z&zzére. capable of dealing with issues which range from those of
policy and theory to those involved in everyday;ggg?xfstration. Similarly,
our understanding of current problems of rural development suggest the
need to attack the problem of local action not only from the perspectives
of public finance, but also of institution building, community development,
and development administration in an integrated fashion. Finally, we
are eager to st’.ulate cross-regional transfer of experience so that
experiments which have been successful in one locale can be assessed and
adapted to another. It would appear, therefore, that the most appropriate
contractor for this purpose would be a university inter-disciplinary
institute op program. Such institutes have
access to a broad range of university capabilities while at the same

time they are accustomed to training and consulting for local governments.

In most cases they also have 1inks to the private sector which can be
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drawn on where appropriate.

Although it is anticipated that the contractor will be working
directly with LDC institutions in developing and testing 1ocal finance
models, it is our intention to link these field efforts directly with
USAID projects. DS/RAD feels that this will provide a direct and quick
impact on A.I.D. development efforts, integrate our applied research
activities directly into ongoing programs, provide us with more effective
opportunities to field test approaches by involvement in actual project
implementation, and assure the relevancy of cur project to mission

strategy and programs.

We have outlined a variety of possible interventions -- from
analysis to implementation problems. We have also indicated that
there are a variety of points in any system where the local finance
system could be improved with direct benefits to the Tocal community
(e.g. tax instruments, services from intermediate institutions, etc.).
In consequence, the technical nature of responses will vary according
to specific country circumstances. It will be the job of the contractor
to work with the A.I.D. mission and host country in defining the problem,
designing appropriate responses, and then supplying the necessary
technical assistance to assist host country initiatives. In the field,

therefore, the project will operate much in the manner of a “"collaborative

style" project.

In the selection of in-depth countries, however, emphasis will be
placed on situations which promise to yield insight into difficult problems

of local finance or which promise widespread replicability. In choosing
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a contractor, emphasis will be placed on selecting one which shows evidence
of innovative approaches to these problems, a proven capability for dealing
with the pragmatic problems of administration, and with sufficient third world
experience to assure sensitivity to the requirements of different environments
and the analytical capacity to evaluate those localized constraints.

B. Budget:

The input and output budgets indicate in detail only the DSB funded inputs
for a four year period. The input budget, in addition, indicates the estimate
of possible mission or regional bureau add-ons to the project and an estimate
of possible additional funding for 5th and 6th year. We ask that the project
be approved for funding at the combined level (i.e. both DSB and mission
funding for six years) of $6,000,000 with the understanding that only
$2,370,000 of DSB funds is currently being authorized. Further additions, not
to exceed $2,500,000 ?%i added by amendment to the contract out of mission
or regional bureau program funds (to procure additional inputs, within the
scope of work of the project, required by specific local conditions and the
characteristics of mission programs). In several cases, therefore, we will be
combining DSB funds, regional bureau, mission funds or (and of course host
government funds) in an experimental or "praxis" project to field test new
approaches. Fo]]pwing an ind-depth evaluation in year two, a decision will be
made as to whether to seek authorization for an additional two-year funding
of about $1,130,000.

The provision for the mission add-on is included:

(a) because of the difficulty of anticipating the technical requirements

of specific field tests until we are actually in negotiation with the mission

and host government in an actual context;
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(b) in order to avoid the complications of having two or more
contractors involved in field implementation of the model by permitting
our contractor to implement a mission project in this area;

(c) in order to encourage more direct cooperation between DSB

applied research and mission programs.

Mission add-cns will, of course, be authorized by their own
Bureau. Once the amendment to our contract is complete, however,

t?chnical,management will be primarily in DS/RAD's hands, with in-country im-
plementation activities under the supervision of specific USAID missions.

C. Social Soundness and Economic Analysis:

This project will work directly with 4-6 host governments to develop
and test approaches to local finance of rural development efforts which
are more participatory and in keeping with the "new directions" mandate.
We will be exploring new modes of financing local development which are

(a) more responsive to local needs;

(b) provide a more equitable link between the burdens and the benefits
received from local expenditures;

(c) encourage greater local control over both mobilization of
revenue and over expenditure and,

(d) will encourage a more equitable distribution of access to

services and to productive assets.

It should be stated clearly, however, that decentralization does
not automatically assist the poorest, nor will more participatory structures
necessarily include them. It will be an important task of this project,

therefore, to explore the distributive impact of various financing mechanisms,
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administrative mechanisms, and decision making institutions which will
combine efficient utilization of local resources with increasing equity,
improved management of and access to the natural resource base, and

access to basic services. It may well be the conclusion of the applied
research, for example, that certain services and 1investments are better
removed from direct local financing and control or that certain constraints
should be imposed on local action by intermediary institutions to assure
more equitable allocation of costs and benefits. This will, of course,

be an important contribution to our understanding of the implementation

problems of the "new directions" strategy.

In particular the project will develop data systems and analytical
devices to permit practitioners to assess the equity implications of

specific revenue instruments and to monitor their operations in practice.

Finally, the global scope of the pro,ect and the wide number of
country settings which the project will be exposed to in long-term,
short-term, and through its information network will facilitate comparative
analysis of the effects of certain social environments, fiscal instruments,
administrative procedures, and macro-policy contexts, on the efficacy

of various local finance systems.

The immediate beneficiaries of this project will be the rural poor
who participate in, or benefit from, the 4-6 field tests of new approaches
to local finance. The specific beneficiary analyses will have to be
done for each of those individual, mission funded, projects. This DSB

funded effort will provide the core analytical and technical assistance

capacity for those several efforts.
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The indirect beneficiaries of this project will be USAID mission
staff and LDC professionals who will receive short term assistance in
project design and development either through the project's short-term

consulting or " irough access to other project outputs.

An estimate of the economic feasibility of a project of this sort
rests on two criteria. First, is this the most efficient means of
providing the services procured. Second, is this particular set of
consulting and analytical services an effective way of influencing local

revenue systems in favor of the rural poor.

On the first issue, DS/RAD would argue on the basis of two year's
experience with similarly structured technical assistance programs
that central funding of a core, high quality, inter-disciplinary team
which can be utilized to service several mission programs is a highly
cost-effective way of improving mission efforts in rural devclopment.
In effect, the knowledge generation and dissemination becomes a
"free good" which is derived at only marginal cost (see budget) above
the normal project development and implementation costs which would be
expended in any case. The bulk of our "applied research" costs are
directly combined with technical assistance and consulting in support
of mission projects and, in consequence, the real cost of the knowledge
generation is represented only by the money allocated to information

dissemination and state-of-the-art work.

On the second issue, we must rely on the "Project Background”

analysis which indicates that local resource mobilization has become

a key constraint in the rural development process and that A.I.D.'s



previous efforts in technical assistance in this area were not primarily
directed toward rural development problems, were excessively concerned
with adninistrative problems with insufficient attention to the

political - economy of local finance problem, and were prior to the

"new directicns" strategy -- directed to somewhat different goals.

It would appear, therefore, that as a first step in a new approach a
centrally funded effort to identify analytical and operational problems
and to organize existing knowledge into testable models of new approaches

is essential.
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IV. Implementation Arrangements

A. Analysis of Recipients and A.I.D.'s Administrative Arrangements:
1. University Contractor
(a) It is intended to seek a university contractor for this project
for the following reasons:
i) The conceptual and theoretical work required to bring
current public vinance theory into correspondence with existing
development theory and strategies will require the intellectual
inputs of a leading academic institution.

11) The range of disciplines required and the intellectual
leadership required to integrate them both theoretically and
operationally would appear tc be best found at an academic
institution. The project will require several sub-fields of
economics, economic anthropology, public administration, public
choice/political science, training, community development,
plus various supporting disciplines.

111) It 1s the intention of this project to strengthen the 1inks
between basic research, implementation, and training in the
field of public finance and to maximize the interactions and
feedback from one stage to another. A university centered,
applied or policy-oriented institute would appear to be the

most suitable vehicle for this purpose.
further

iv) We are also hoping that this project will help to /institutionalize
U.S. academic interest in the problems of LDC development. At

a time when foreign area studies programs are disappearing for
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Tack of public support there is great danger that we will
witness a decline in American expertise in social science

work on third world development. This is particularly true

in the areas of public policy analysis and development
administration where funding for interuiational work is

almost non-existent and where available resources have been
heavily committed to domestic problems. By establishing a Tong
term relationship between A.I.D. and the contracting university
we hope to stimulate additional interest in the problems which
concern us, beyond the scope of this particular project, and

we hope to stimulate the creation of new institutional
capacities for applied research.

v) We would also expect that much of the work under this project
would be oriented toward building institutional capacity in the
LDCs rather than simply developing new tax procedures per se.
The university is particularly suited for such activities in
that it can develop long-term exchange relationships for
research/consulting with LDC institutions, it can participate
more effectively in the range of training activities required,
and it has a wider range of disciplinary skills to support

the effort than any private contractor can do.

(b) The contracting university should have the following capabilities:
i) Demonstrated strength in public finance theory and administration
and in particular experience in the problems of local finance and
the organization of services to local authorities.
i1) Demonstrated strength in public choice/policy analysis research
with the capacity to draw individuals from economics, political
science, and economic anthropology to deal with the institutional

contexts for resource mobilization and collective action.
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i11) Experience in the organization of community development and
communit’ action programs to assure a clear understanding of the
community aspects of the resource mobilization effort. This
should include individuals from anthropology, micro-economics,
rural sociology.

iv) An existing capacity or a capacity to access professionals
with experience in the design of administrative procedures for
local finance -- e.g. cadastral surveys, tax rolls, assessments,
management of public bonds, preparation of estimates of
recurrent costs in project design, etc.

v) A capacity to provide technical assistance in the establishment
of small scale public enterprises suitable for local authorities.
vi) Social analysis capability in the fields such as cultural
anthropology, social ecology, micro-economics, social indicators
analysis, etc. to adequately evaluate the social impact of
various revenue instruments on the community.

vii) As the institution will be called upon to perform consulting
and research tasks in a wide variety of countries, preference
will be given to those institutions with established experience
in LDC research -- including language capacity (especially in
French, Spanish, and Arabic). There will be no objection to the
utilization of specialists with limited or even no LDC experience
in certain capacities 1f they are adequately supervised or if
they are employed in essentially theory-building or methodology
development roles. Nor is it expected that the range of country

experience will be equally great in a1l disciplines listed.
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viii) Management Capacity: This project is obviously a complicated
one with a number of important component parts. One of the most
important criteria for selection of the contracting institution,
therefore will be the management mechanism which will be available
for putting these services together. There must be a capacity for
flexible and innovative combination of interdisciplinary teams for
conceptual work, consulting, and research. There must also be the
ability to find flexible mechanisms for making faculty time available
for mission needs and for assessing individuals from other institutions
or from the private sector where need be especially in specific sector
applications. Finally, it may be that no single institution can provide
all the services required, there may be the need for some capacity for
inter-institutional cooperation. It should be understood, however,
that should it become necessary to utilize more than one institution,
the prime contractor will have the responsibility for managing the sub-
contracting arrangements and for integrating all work into the
accomplishment of project purposes.

A distinct preference will be given to management mechanisms
which arc of an interdisciplinary character and have existing applied
research, consulting, training, and service orientations in combination.
Any bid will be evaluated on the capability of the management mechanisms

proposed to mobilize staff across disciplinary and institutional

lines.



Attachment A

Implementation Schedule

Year I - 1979 - 1980

1. (a) RFP sent out July 1, 1979
(b) Contractor selected Aug. 15
(c) Contract signed Sept. 1

(d) Interim work plan from Contractor approved Oct. 15

2. (a) Recruitment of core staff at University Dec.

(b) Long term information dissemination plan

prepared and approved Mar. 1980
(c) Long term networking plan prepared and

approved Mar. 1980
(d) First annual work plan approved Mar. 1980
(e) Outline of SOAFs 1-4 reviewed by

Project Committee Mar. 1980

3. Selection of first two in-depth countries

complete and country specific work plans

negotiated and approved Juno 1980
4. (a) Wurk commences in Country #1 July 1980
(b) Work commences in Country #2 Aug. 1980
5. (a) First regional workshop Sept. 1980

(b) SOAPs 1-4 completed Sept. 1980






Year IIl - 1981 - 1982

14.

15.

16.

17.

18.

(a) Third tranche obligated

(b) Second workshop on project progress including
field tests of training materials and

evaluation of in-depth approaches
(a) Outlines for SOAPs 7, 3, and 9 presented
Annual work plan reviewed.

(a) SOAPs 7, 3, and g completed
(b) Training and field application of SOAPs

presented

Qutline for SuAl 10 presented

Oct. 1981

Oct. 1981

Dec. 1981

June 1982

June 1982

Sept. 1982



Year IV - 1982 - 1983

19. Third workshop on Project Progress. Field tests

20.

21.

22.

of training materials and of approaches evaluated
Fourth regional workshop

(a) Last work plan approved

(b) SOAP 10 presented
(¢) Training and field application presented

Final evaluation

Oct.

Dec.

Mar.
Mar.

Mar.

1982

1982

1983
1983
1983

July 1983
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2. A.L.D.

The project will require about 5 p/m of the time of the DS/RAD project
manager in the first year and 3 p/m subsequently. About 1 p/m of the time
of the DS/RAD backstop officer will be required annually. It is anticipated
that the contribution of the project manager will be in three areas.

(a) Normal project management and monitoring activities.

(b) Extensive 1iaison with regional bureaus and field missions to
help set priorities for the University's resources and to help set priorities
for the University's state-of-the-art and research work.

(c) Professional input into the substantive activity of the contractor
and professional review of output. We would place particular importance
on this aspect of the project management function because it is essential
that all aspects of the work be integrated as fully as possible with A.I.D.'s
program needs and that the focus of the project activities be focused clearly
on the most salient problems of our rural development activities.

The successful completion of the project will also require periodic
inputs from the regional bureaus to assist in identifying countries and
projects suitable for University's involvement, to set priorities for
research, consulting, and state-of-the-art work, and to assist in evaluating
the outputs. This input will be provided by a specific interbureau Project
Commi*tee which will be established for the project and a newly established
Steering Committee for Institutional Development and Administration (SCIDA).

Through these two mechanisms we hope to assure the relevance and
quick applicability of the university's work. This will be encouraged through
a continual focus on the application of the University's work to ongoing projects
on the one hand and the continuing involvement of the regional bureau

representative in setting priorities on the other.
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B. Implementation:

The project will be submitted for competitive bidding but will be
restricted to educational institutions in accordance with A.I.D. procurement
regulations 7-4.57 (short 1isting).

Funds for the five basic outputs of the project (state-of-the-art
and applied research, consulting for in-depth countries, consulting i
short-term countries, information dissemination, and networking) will be
obligated in the current fiscal year (FY 79) for two years in the amount
of $995,961. A second tranche of $668,700 will be obligated in FY 1981,
and a third tranche of $705,544 in FY 1982.

Additional funds up to $2.5 million may be added from USAID mission
funds or regional bureau funds incrementally by amendment to the contract
for specific scopes of work in addition to those funded by central resources.
These will be to support the cost of field implementation of approaches
developed by the contractor and will permit the contractor to become
directly involved in implementation of appropriate portions of mission
programs which relate to those field tests.

An additional DSB authorization for a 5th and 6th ,2ar of funding may be
sought following the rist in-depth evaluation if it appears that the life-
of-project is insufficient to see through the field experiments initiated under
the project to their compietion. Additional funding will not exceed $1,130,000.

1. Management Devices:

The three management devices of the project will be the annual
workplan, the project committee, and the Steering Conmittee for

Institutional Development and Administration (SCIDA).
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(a) Annual work plan: The project specifies the level of effort
required of the contractor in various activities and the mix of disciplines
which are required to accomplish that task. The specific scope of work
for in-country activities has been left undefined, however, because it
is necessary to relate those to local conditions and because we desire
to employ the contractor to help define the problem and appropriate
responses (as in the “collaborative style").

Specific scopes of work will be negotiated between the contractor,
the USAID mission, and the host government and formalized in a
Memorandum of Understanding for long term involvements or a simple scope
of work for short-term assignments. Insofar as possible these will be
aggregated into an annual work plan worked out jointly between DS/RAD's
project manager and the contractor. The annual work plan will specify
outputs, timing, resource allocation, and staff assignments. The
project committee will then review the work plan prior to DS/RAD approval
to advise the DS/RAD project manager on implementation problems they
anticipate in their regions. Once approved by the DS/RAD project

manager the plan should be considered binding unless specifically amended.

It should be recognized that the A.I.D. environment is extremely
unstable and that it is difficult to keep to time schedules or even
to previously defined scopes of work as contexts change. The annual plan
is not intended to be a rigid document, therefore, but to encourage:

1) a clear understanding of the overall allocation patterns against

project outputs;

11) a clear statement at a point in time of staff obligations for

specified outputs at specified times;
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ii1) separation of clearly defined scopes of work from more emergent
and loosely defined activities -- which highlights the latter for
additional work by project management;

iv) to notify missions and regional bureaus of the scope and timing
of activities planned in their regions;

v) to program DS/RAD support activities over the year.

The provision for annual plan amendment is not intended to be overly
constraining on the contractor; in fact to the extent possible we intend
that within shorter time frames project staff and funds should be
transferable from one activity to another so that we do not have un-
utilized resources if certain activities lag. We merely wish to assure
that any such alterations be fully documented and be made with formal
approval of the DS/RAD project manager and with full information to
the regional bureaus.

(b) Project Committee: The project committee will be made up of
representatives from each regional bureau and will provide assistance
to DS/RAD's project manager in selecting appropriate field sites for long-
term and short-term applied research and consulting. The committee will
also assist in the review of training materials, state-of-the-art work,
manuals, and other project outputs and to advise on the relevance of
the work to the needs of their missions. The committee members may also
want to bring to the attention of the contractor needed special studies
and state-of-the-art work in their regions. A1l scopes of work for field

activities will, of course, be cleared by the regional bureau representative.

Whenever project interventions of a gector specific nature are being discussed,

representatives of appropriate DSB offices will be invited to attend Project

Committee meetings.
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(c) Steering Commit*ee for Institutional Development and Administration

(SCIDA):

This is an interbureau committee of senior AID officials established

by the Office Director of DS/RAD to provide program and policy advice
in the area of development administration. It will periodically réview

progress on all DS/RAD projects (especially evaluations).
Project Qutputs: '
1. State-of-the-art work: Six specific state-of-the-art papers (SOAPs)

have been defined already in the project paper. We anticipate that up

to four additional SOAPs or special studies will be defined over the 1ife
of the project as certain operational problems emerge in the field tests.
These additional papers will be specified through discussions among DS/RAD,

contractor and project committee and included in the.annual work plan.

2. Llong-term consulting: Choice of in-depth countries is a joint decision

among the contractor, DS/RAD, USAID mission in question, and the host
government. The choice of country will be initiated by the contractor,
reviewed by the project committee and DS/RAD for consistency with the
selection criteria 1isted below, and approved by the mission and host

government. The scope of work for the long term involvement will then be

specified in a Memorandum of Understanding signed by the contractor and

the host government and cleared by the mission, regional bureau, and DS/RAD.
If the scope of work for the in-depth involvement exceeds available

centrally funded resources, the mission may use program funds to incrementally

fund additional activities, within the scope of the project. The mission

must follow its bureau's normal . ‘horization procedures but the contracting

procedure will be an amendment to the existing DS/RAD contract. The

amendment must be approved by the contractor and cleared by DS/RAD.
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Management of that additional work will then pass to DS/RAD's project

manager.

Selection criteria for the in-depth countries is as follows:

The contractor will select, in consultation with and subject to AID
approval, 4-6 countries in which it would propose to conduct in-depth
- applied research and field test approaches to improved local finance systems.
In selecting countries for project activities, the contractor shall be
guided by the following criteria:

(a) A country where there is an AID financed program.

(b) A country in which there is an ongoing or planned local finance
project of substantial magnitude (involving an external donor but not
limited to AID, but with preference for those projects in which AID
is a participant) and from which significant lessons can be drawn to
advance the state of the art.

(c) A country in which there is a proposed on ongoing local finance
project which offers opportunities for innovative consultative/research
activities consistent with the objectives of this Contract.

(d) Receptivity of the involved local institutions and the country.

Country selection shall reflect consideration of the following:
(a) Preference for (but not limited to) projects clearly aimed at
the poorest rural populations of areas in the poorer group of the LDCs.
(b) In case of more than one country per region (as defined by AID's
regional organization) preference will be given to:
. The country in which the cooperator has the greatest

capacity to do work immediately (1anguage, cultural knowledge,

experience. )
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i1. The country which has highest priority for the regional bureau
of AID (as communicated through the project committee and the
AID/DS/RAD project manager);

(c) {ii. In the case where the contractor has competence to pertorm
adequately in two or more countries in one region, the regional
bureau's preference for work will be followed.

(c) Preference will be given to projects in the design stage.
(d) Second preference will be given to area development projects

under implementation with at least two years to run before external donors

resources are drawn down.

(e) Final preference will be given to projects nearing completion
for which evaluation work could lead to either a new project with
external donor funding or to a reorganization of the original planning
institutions for which the host country desires outside process intervention
to assist in developing a more effective planning mechanism at intermediate

levels.

AID will approve the contractor's selections if it finds that the
foregoing criteria have been met and that the proposed activity is within
the technical resources of the contractor and the budgeting limitations of
the Contract. These countries will be selected from the list provided

in Attachment C or as amended by DS/RAD.

3. Short-term consulting: Short term consulting in up to five additional

countries a year will be undertaken by the contractor. This consulting
may be in applied research, project design, aspects of training, evaluation,
or advice on implementation problems. This consulting may be done on a

cost-sharing basis with the mission at the discretion of the DS/RAD



project manager.

Short term consulting will be initiated by mission or bureau request
and if the DS/RAD project manager and the contractor find that the proposed
activity is within the scope of the project and contributes to the overall
purposes of the project they will be taken on first-come, first-serQed
basis. To the extent possible all of these requests will be aggregated
in the annual work plan and priorities will be set according to the same
criteria applied to in-depth work. In DS/RAD's experience, however,

this is seldom possible.

4. Information Dissemination: The contractor will be asked to develop

a Tong term approach to information dissemination within the first six
months of the project, after consultation with regional bureaus, DS/RAD,

and appropriate A.I.D. central offices. This approach will be presented

to the project committee for their comments and approved by DS/RAD's

project manager. Specific annual activities will be aggregated in the
annual work plan, with appropriate documentation that the type of activities

and timing have been cleared by the regional bureaus concerned and the

missions.

5. Networking: Within the first six months of the project the contractor
will be asked to present a long term networking plan which will be

presented to the project committee for their comments and for DS/RAD's

project manager's approval.

6. All staff appointments, other than short-term consultants, will be
included in the annual work plan together with a proposed scope of work
and vitae. Short-term consultants should be cleared with DS/RAD's project

manager if they are recruited for ovr-3eas work., DS/RAD approval {s not
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required for short-term appointments, however, if they require only domestic
assignments. A1l short-term assignments must be within the allocation

for this purpose in the annual work plan.

C. Evaluation Plan:

The DS/RAD project manager is responsible for continuous coordination
and monitoring of project activities with the contractor and regional
bureaus. The project manager will keep the DS/RAD office director appraised
of progrers in each area of activities, any problems which develop
and corrective action being taken to resolve them. The interbureau
project comittee and AA/DSB will be advised should the project fall
behind the CPI schedule. An annual repor: on the status of the project
will be submitted to the interbureau committee for their review. Emphasis
in this report will be given to review of contractor inputs and early
indications of progress/difficulties in achievement. This will include :

(a) review of scopes of work progress to date on LDC adaptive research/
consulting/infermation services sub-projects;

(b) analysis of short term consultancy services requested by USAID
missions indicating type and scope of consultancies and missions
assessments/recommendations as to usefuiness;

(c) review of arrangements for and status of development of the
state-of-the-art papers, networking and information system including
LDC participation; and

(d) effectiveness of interaction among contractor, regions/bureaus,

USAID missions, DS/RAD and other DSB offices.
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“he annual report shoul/! summarize findings and made recommendations

and necessary revisions of project design and implementation arrangements.

1. The first in-depth interim evaluation of the project will be conducted
between between 22-24 months after initiation. The evaluation will be
conducted, where possible, by a team composed of the DS/RAD project manager,
at least one representative from a participating regional bureau and a
participating USAID mission (one of whom to serve as team leader), at

least one independent specialist with demonstrated experience in an
appropriate discipline related to local finance as defined in the PP,

a representative of the contractor. At this time recommendations will be made
regarding possible extension of life-of-project.

The purposes of the in-depth team evaluation are to assess experience
in the first phase of irplementation, focussing on the achievement of
outputs as planned and to recommend any revision needed in the project
design, implementation arrangements, and resource allocations prior to
allotment of any additional project funding in the third tranche. The
results of this evaluation will be reflected in the scope of work statement
and money requirements in the PIO/T for funding the third tranche. In
addition, the team would make recommendations for the final in-depth project
evaluation including key elements to be considered, data requirements,

and methodology to be used.

9. [ach state-of-the-art paper will be reviewed and evaluated as 1t
i{s received, both in terms of professional standards, relevance to LDC
applications, and utility to the Agency. This will be the responsibility

of DS/RAD professional staff with assistance of other Bureau and Agency
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offices and outside area development specialists. The results will then
be subnitted to the project committee for review prior to publication and

dissemination to the field.

3. Final evaluation: A1l components of the project will be reviewed
for quality of output, appropriateness of contractor teams mobilized for

work, and timeliness and organization of work.

The results of all field tests will be subjected to professional
review and a thorough impact evaluation will be conducted employing field
surveys, causal path analysis, institutional analysis, and financial

analysis.

A thorough review of all training materials produced and training
activities conducted will be held which will review quality, utilization,

and performance in field tests or training sessions.

An analysis and evaluation of the impact of local finance reforms
in which contractor 1s involved in in-depth countries will be included

as part of the 7inal preoject evaluation.



Annex A

TPUT BUDGET Year I Il IT1 v
A. Eta!e-c?-,'-r: ard Foplied
Fesearch
i. Senior Staff (23 p/m) (5 p/m) (5 p/m) (5 p/m) (10 p/m)
$ 22,500 $ 22,500 $ 22,500 $ 45,000
2. Research Asscciates (43 p/m) (12 p/m) (12 p/m) (12 p/m) (12 p/m)
$ 34,560 $ 34,660 $ 34,560 $ 34,560
3. Research Assistants (48 p/m) (12 p/m) (12 p/m) (12 p/m) (12 p/m)
$ 13,026 $ 13,026 $ 13,026 $ 13,026
$ 70,086 $ 70,086 $ 70,036 $ 70,086



I I1 III Iv
B. Long-Term Consulting
1. Senior Staff (78 p/m) (15 p/m) (15 p/m) (15 p/m) (15 p/m)
$ 67,500 $ 67,500 $ 67,500 $ 67,500
2. Research Associates (76 p/m) {8 p/m) (20 p/m) (24 p/m) (24 p/m)
$ 23,040 $ 57,600 $ 69,120 $ 69,120
3. Consultants (46 p/m) (5 p/m) (13 p/m) (15 p/m) (13 p/m)
$ 12,500 $ 32,500 $ 37,500 $ 32,500
$103,040 $157,50n $210,120 $214,120



Il I IV
C. Short-Term Consulting
1. Senior Staff (27 p/m) (8 p/m) (8 p/m) (6 p/m) (5 p/m)
$ 36,000 $ 36,000 $ 27,000 $ 22,500
2. Consultantc (63 p/m) (14 p/m) (15 p/m) (19 p/m) (15 p/m)
$ 35,000 $ 37,500 $ 47,500 $ 37,500
$ 71,000 $ 73,500 $ 74,500 $ 60,000



I 11 II1 IV
D. Information Sy-tems
1. Senior Staff (8 p/m) (2 p/m) (2 p/m) (2 p/m) (2 p/m)
$ 9,000 $ 9,000 $ 9,000 $ 9,000
2. Research Associates (48 p/m) (12 p/m) (12 p/m) (12 p/m) (12 p/m)
$34,560 $34,550 $34,560 $34,560
3. Research Assistant (24 p/m) (6 p/m) (6 p/m) (6 p/m) (6 p/m)
$ 6,513 $ 6,513 $ 6,513 $ 6,513
4. Consultants (8 p/m) (2 p/m) (2 p/m) (2 p/m) (2 p/m)
$ 5,000 $ 5,000 $ 5,000 $ 5,000
5. Conference Costs $16,000 $25,000 $25,000 $25,000
$65,073 $80,073 $80,073 $80,073



I I1 I11 IV

E. Networking

1 Research Assistant (24 p/m) (6 p/m) (6 p/m) (6 p/m) (6 p/m)
$ 6,513 $ 6,513 $ 6,513 $ 6,513



I II I11 1v
F. Project Support

1. Project Manager (12 p/m) (12 p/m) (12 p/m) (12 p/m)

$ 45,000 $ 45,000 $ 45,000 $ 45,000
2. Secretary (18 p/m) (18 p/m) (18 p/m) (18 p/m)

$ 32,440 $ 32,440 $ 32,440 $ 32,440
3. Supplies $ 5,000 $ 8,000 $ 10,000 $ 10,000
4. Production $ 3,000 $ 6,000 $ 6,000 $ 6,000
5. Travel $ 20,000 $ 30,000 $ 40,000 $ 30,000

Per diem

TOTAL $114,440 $121,440 $133,400 $123,440



Input Budget

Year I II III IV
A. Szass
1. Senicr Staff (128pP/M) (30 P/M) (30 P/M) (36 P/M) (42 P/M)
g 5z300/M 75,000 75,000 90,000 105,000
85031 overhead 60,000 60,000 72,000 84,000
sl [ [ ’
2. Besearch Associates
(172 /M) (32 P/M) (44 P/M) (48 P/M) (48 P/M)
€S1€600/M 51,200 70,400 76,800 76,800
0% pverhead 40 56,320 61,440 61,440
92,160 126,720 138,240 138,240
3. Easearch Assistants
(S& P'M) (24 (P/M) (24 P/M) (24 P/M) (24 P/M)
2 SE50/M 15,600 15,600 15,600 15,600
€33 overhead 10,452 10,452 10,452 10,452
26,052 26,052 26,052 26,052
4. Cocnasultants
(117 /M) (21 P/M) (30 P/M) (36 P/M) (30 pP/M)
¢ $S2300/M 52,500 75,000 90,000 75,000
5. Project Manager (12 P/M) (12 P/M) (12 P/M) (12 p/M)
25,000 25,000 25,000 25,000
80% cverhead 20,000 20,000 20,000 20,000
45,000 45,000 45,000 45,000



I II IITI Iv
5. Secretary (18 p/M) (18 P/M) (18 P/M) (18 p/M)
18,000 18,000 18,000 18 )00
0% overhead 14,440 14,440 14,440 14,440
32,440 32,440 32,440 32,440
Total Staff 383,152 440,212 493,732 505,732
Inflation & 6% year 26,412 59,248 91,032

466,624 552,980 596,764



5. Project Costs

I II ITI Iv

1. ¥Froducticon 3,000 6,000 6,000 6,000

. fupplies 5,000 8,000 10,000 10,000
3. Travel and

rer Tiem 20,000 30,000 40,000 30,000

4. Conference costs 10,000 25,000 25,000 25,000

38,000 69,000 81,000 71,000

Inflatfon & 6%/Year 4,140 9,720 12,780

~73,130 90,720 ~83,780

5. Jantingency 10,000 25,000 25,000 25,000

Total Project Costs 48,000 98,140 115,720 108,780



I1

I1I IV

Grand Total

431,152

564,764

668,700 705,544

Jed Tranche
("82 FY)

995,916

668,700

705,544

Possible Rission

248 ax

Fas3ibie 5Sth and €th Year
Fundirg by 0SB

500,000

1,000,000

1,000,000

1,130,000



1 II III IV
Tozal 421,152 509,212 574,723 576,732
a. Iinflation 2 6%/Year 30,552 68,968 103,812
321,152 539,764 643,700 680,544
b. Contingency 10,000 25,000 25,000 25,000
431,152 564,764 668,700 705,544
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Mission, the Regional Bureau, or DSB through a collaboratively
develooed agreement between DSB/RAD and the contractor. The RFP

would zleariy stata the number of long-term add-ons contemplated for
tha _i7a of the Project (e.5. ¢ to 5 in at least three different
regions) and would provide a suggestive list of likely country
associations that might be developed. Thus. the requirement for

sull and open comoetition would be met in advance and each add-on would
no: require a new round of competition.

This is the summary of where we are at this point. Following is a detailed
discussion of the SHackaround and what we preceive to be the outstanding
issues to be resglvad before we know we have GC and SER/CM concurrence to
proceed with final PPs reflecting this model.
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Core DS/RAD Incremental
Mission or 0SB

Funding Funding

1. State-of-Art
Pacers and Special
Studies * X

2. Long-Term Exploratory Research/Lona-term
Apolied Research in b Start-up applied Imolementation
[n-cepth countries X X

3, Short-Tem International Local Costs
Consulting X Costs ¢

4, Networking  §

§. Information
Dissemination ¢ X o

* o may seek %0 extarnalize management of related unsolicited research
oroposals to contractor.

** Funding of mission staff %o conferences or fundina of participants from
LOC in conferences or training beyond DS/RAD resources may de added.
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of A.1.D. scheduling due to the impingement of political and other
fortuitous events, it is assential to maintain the princinle of fungi-
bility among categories of activities so that specific work comoonents
can ve accelerated or cecelerated in response 0 this siztuation.

(d) A clear statement of the criteria for selecticn and tne selectinn
srocass for state-or-the-art papers, long-term apolied researcn, ancd snort-
~arm consulzing is essential. We recommend the continued use cf tnhe DS/RAD
srojecs manager as key soint of responsibility backed by the project commitliee
!intar-bureau) as.the A.l.D. side of this process and that, 0 the extent
nossible, the principle of joint management Setween the CONtracIior and
A.1.D. (DS/RAD, established earlier in our cooperative agreements e retained.
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towards finance projects in Latin America remains (see Table
2.). The IRS is no longer as heavily involved with AID revenue
projects as it was in the 1960s. From a survey of AID public
finance projects initiated since FY 1970, IRS wags only involved
with projects in four countries (i.e., Guyana- 5040053, Bolivia-
5110082, Guatamela-5200199, and Litaria-0660132). In addition,
the ratio of sub-national public finance projects to national
public finance projects seems to be less exaggerated. Since
FY 1970, cight out of eighteen AID public finance projects have
concentrated mainly on local (i.e., Municipal) or intermediate
(L.e., provincial) administrative levels (see Table 2.). How-
ever, of these aight only four involve the uuse of locally-gene-
rated revenue to finance local development projects. wWhat
follows are briet descriptions of two of thete lour projecto
which are designed to upgrade the financial capablilities of

sub-national adminicstrationus involoving the ruril sector.

a) Philippinen--Locnl Developemnt irojects #ha20296,

VY ’!-i"‘l'}"()

The Lueal Development Project in the bhilippines lo
an extonnion of an earlier Philinpinen ALD orotect, frovincial
Dovalopmenti Jhan023n, and tn clonely anunociated with a more
racent dovelopmont offort, Henl froperty Uax Adminiatration
(RETA) 1 hororab,  According to a mid-term evaluation report
(A1, 19750 3), the project i mont unusunl in that {n no other
place hawn ALD put such resourcen in local dovalepnent. To

quote the report (Aid, 19751 H)s
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Table 2. AID Pudblic Finance Projects Since FPY 1970

ASTA
Country

*hilippines
fhilippines

ATRIZA
Literia
21erra Legnre
® g om oy T e
Lat:l AMZRTICA

Zolivia
Zolivia
Coluxbdia

Juatazela

Juatazela

Local levelcpzment Froject (4920256)
P i R¥IA) (4920298)

Increased Fevenue for Developzent (€£90132)
I 3 Reverue for Cevelopzent (6350108)

Tax Alministration (5110082)

Local Gevernment Assistance (5110082)
Cadastral Froject (51601£9)
Znvironzmental Sanitation (5140183)

e
unicipal Cevelopment (5150118)
iaticnal Cadastre (51%0171)
lax Ad=inistration (35200199)
troperty -ax Levelopzent 11 (5200225)
fax administration (5040053)
Cadastiral Zermcnstration (5220038)
waticnal Cagastre (5220111)
Rural Municipal Cevelopment (5250176)
al Froperty Survey (5260703)
Fiscal Folicy and Managezent (5280098)

Admin. lLevel Date
Frovince(rural) FY?3-80
Municipal(rural) FY78-81
hational FY?78-81
llational FY78-81
Rational FY?73-78
Local FY73-78
Municip.(urban) FY71-75
Municip.(urban)  FY74-77
Municip.(rural) FY70-75
llational FY75-78
Rational FY70-77
National FY73-76
National FY70-74
Regional FY72-76
National FY74-79
Municip.(rural) FY7¢-79
District(rural) FY74-79
National FY75-77
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Municipal Development Project is also in accord with the host
country's interest in administrative decentraliza-

tion.

I1. ABS (FY?9) Survey of Local-level Public Finance Projects

Nith the increasing emphasis in development theory
on the rural sector, it is not surprising that in the ABS
(FY?79) country reportas there are 8§ AID projects which are
either directly or indirectly related to local-level public
finance (gsee Table 3.). However, of these 8 there are only
three which have in them a local revenue gencerating component
(Yemen: #2790045, Indonesia:s #4970264, and Indonesias #4970276).
The other seven projects are concerned with local development,
but are subsidized at the expense of the national government,
Of the three projects concerned with the generation of local
revenue and locally financed programs, the most extensive
project i3 the Development Decentralization Project in Egypt.
The foal of this project is to increase the autonomous reve-
nues of villare councllis throughout Zpeypt in order that thoy
can develop thelr own financial viability and developmont

capacity (AlD, 19781 5).
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Table 3. Local-lcvel Revenue Projects Proposed in the ABS (FY79) Countcy

Reports
ASTA
Country Froject Title Date
Indonesia Provincial Area Development Program I (4970264) FY%%;%&
Indcresia Provinclal Area Development Program II (4570276) FY78~
APRICA
Ghana District Planning and Rural Development (6410073) FY?7-2
Kenya Rural Planning Froject (6150162) FY?76-80
0SARAC/Botswana District Planning (6330077) FY?79-83
lEAR EAST
Jordan Municipal and Village Loan Fund (2780230) FY?78-80
tlorocco Integrated Rural Deelopzent (6081052) FYB80-80

Tenen Local Rescurces Development (2790045) FY?79-81
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