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ACTION MEMORANDUM FOR THE DIRECTOR, USAID/SWAZILAND

oo
FROM Susdn Fine, Assistant Design Officer, PROG

SUBJECT Swazl Business Development Project, 645-0235

PROBLEM Pursuant to Africa Bureau Delegation of Authority

- 551, revised, you are requested to approve the
subject Project Paper and authorize the Swazi
Business Development Project with Life-of-Project
funding of $6 million 1n grant funds from the
Development Fund for Africa $1 5 million will be
obligated 1n FY 1991

DISCUSSION

A Background

USAID/Swaziland's support to small business began with the
Swaziland Training for Entrepreneurs Project, 645-0224, and the
Small Enterprise Support Project, 645-0222 The Mission's
experience with those small efforts as well as the Manual for
Action 1in the Private Sector (MAPS) exercise, highlighted the
need for further assistance to the small business sector in
Swaziland

The Swazi Business Development (SBD) Project will be one of two
major projects in USAID/Swaziland's private sector portfolio
The Mission's strategic objective in the private sector 1is to
1ncrease Swazl market share  This will be accomplished by
assisting small scale commercial farmers to produce
horticultural crops for the domestic and regional markets
through the CAPM Project and by assisting Swazi business people
to 1dentify and capitalize on new and existing business
opportunities in the local market through SBD Two grants to
PVOs, the Business Management Extension Programme (BMEP) and
CARE International, are also supporting small business
development

B Project Development

AID/Washington approved the SBD Project PID om July 6, 1990 and
provided guidance for Project Paper development 1in 90 STATE
245894 (attached as Annex K of the PP) A technical design
team managed by the Project Development/Private Enterprise
Officer (PD/PEQ) began work on the PP 1in September 1990

During the course of the design, a decision to include a
substantial credit component was made This necessitated
bringing 1in additional technical assistance on short notlice and
added a new player in the project, the commercial bank that
would participate in the credit component AID/W was notified
of this change in Mbabane 1720 Although the design team
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finished the majority of the technical work in November, due to
unforeseen circumstances, including the tragic death of the WID
specialist, the draft PP was 1incomplete and required further
work

Swaz1i business people and representatives of business
organizations were consulted extensively during the design
process The design team met with the members of the project's
target group both individually and in group meetings A final
version of the project was presented to representatives from
the small business community at a meeting in April 1991 The
participants were enthusiastic about the project and raised no
objections to it

The Government of Swaziland was also involved 1in project
development, although 1t will not participate 1n

implementation  USAID deemed 1t critical that the GOS support
the objectives and the approach the project 1s taking

Numerous meetings were held with representatives of the
Ministry of Commerce, Industry and Tourism (MCIT), the
Department of Economic Planning and Statistics (DEPS) and the
Ministry of Finance (MOF) as the design progressed MCIT's
initial reluctance to support the project's approach
contributed significantly to the length of the project
development process The GOS has now indicated 1ts 1intention
to support the project by signing a Memorandum of Understanding
with USAID In addition, the GOS will contribute El million 1in
Section 416 funds for the loan guarantee

Overview of the Project SBD 1s a four and a half year, $6
milllcn project whose goal 1s to increase Swazi incomes and
expand the employment-generating capacity of businesses owned
by Swazis The project's purpose 1s to stimulate the growth of
Swazi-owned businesses The beneficiaries will be praimarily
Swazi-owned and operated businesses with growth potential The
project will increase access to credit through a loan guarantee
program, forge business linkages between small and large firms,
improve essential business skills through group and individual
training and strengthen business associations by improving the
quality of services they offer Finally, the project will
establish an institution, the Swazi Business Growth Trust
(SBGT), to provide assistance to the small business sector on a
continuing basis The SBGT will implement the project under a
Cooperative Agreement with USAID If the project 1is
successful, it will significantly enhance the climate for small
business in Swaziland

The ECPR Guidance Cable The AID/W review of the PID raised
several substantive 1ssues to be addressed during the PP
design These 1ssues and the project's response to them are
reviewed below The Africa Bureau also approved a categorical
exclusion from further envirommental review based on the
Initial Envirommental Examination submitted with the PID
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AID/W approved the PID and confirmed Mission authority to
approve the PP and authorize the project, subject to the
guidance provided

Issue 1 A I D experience worldwide has demonstrated the
difficulty i1n assisting small businesses to grow The PID's
target of increasing the number of small businesses by 20
percent seems ambitious and should be re-examined

The project's End-of-Project-Status (EOPS) indicator has been
revised to read '"25 percent of the businesses will have
increased 1in size 1in one or more of the following labor force,
sales turnover and/or assets " This indicator 1is much more
focused and realistic than the EOPS in the PID

Issue 2 As this project 1s 1n an area that A I D 1is very
interested in but 1n which 1t has relatively little experience
and data, particularly in Africa, the ECPR requested that a
comprehensive and quantified monitoring and evaluation plan
with an adequate budget be an integral part of the project

A microenterprise baseline survey has already been completed
and will provide most of the baseline data needed to monitor
the project's impact Due to the recommendations of an AID/W
PRISM team, however, an additional indicator relating to Swazi
market share will be tracked by the project A combination of
project and PD&S funds have been budgeted to establish this
additional baseline data The microenterprise baseline survey
will be updated at the end of the third year of the project
(using $80,000 1n PD&S funds) to assess impact and provide data
for the final evaluation In addition, the project will
establish a system for gathering and recording gender specific
information for day-to-day project management and continuous
evaluation $161,000 is budgeted for the mid-term and final
evaluations and $12,000 for mid-term and final audits, and thais
funding 1s considered to be adequate

Issue 3 The proposal to establish a new entity (the Trust) to
implement the project raised a number of concerns relating to
grantworthiness, 1ts training function and Govermment of
Swaziland (GOS) involvement in the Trust The Mission was
requested to re-examine the possibility of strengthening an
ex1isting organization or to decide up front that the entity
would be permanent

The PP design team determined that, given the state of existing
business organizations, a new entity was required and that the
interests of Swazi small business are best served by making the
entity sustainable beyond the life of the project During
project implementation, however, the option of merging some or
all of the Trust's functions with an existing business
organization will be examined The Trust will not be given
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funds to manage under the Cooperative Agreement (CA) until 1t
has been deemed by the Controller to have adequate financial
systems All funds 1in the first three years of the project
will flow through either the technical assistance contractor or
direct aid contracts on purchase orders, and the contractor
will be responsible for establishing the Trust's financial
management capability  Training will be conducted both by the
Trust and through business organizations, with assistance from
the Trust This 1s the same model as proposed 1in the PID, and
the design team 1s confident that the approach 1s appropriate

The GOS has one voting representative on the nine-member Board
of Directors of the Trust It is the judgement of the design
team that one GOS representative will not bias the private
sector character of the Trust A non-voting observer seat will
be held by A I D during the life of the project to facilitate
coordination

Issue 4 Gender-related constraints and opportunities
Identified in the PID should be more fully explored in the PP
and should be carefully monitored during implementation
PPC/WID requested that the scope of work for the baseline
survey and subsequent monitoring efforts include relevant
gender 1issues and that the EOPS indicators incorporate targets
for women beneficiaries

Constraints facing women entrepreneurs and strategies for
addressing them are thoroughly explored in both the
Women-in-Development (WID) and Social Soundness analyses
PPC/WID provided a consultant to work on these analyses All
project data has been and will continue to be collected on a
gender-disaggregated basis A target of a minimum of 30
percent women beneficiaries has been added to the EQPS
indicators While preliminary data from the baseline suggest
that women comprise approximately 45 percent of the project's
target group, the 30 percent minimum was negotiated with the
GOS and serves as a floor, not a ceiling, for women's
participation in the project

C Project Paper Review

A meeting of the Executive Committee for Project Review (ECPR)
was held on June 17, 1991 The 1ssues raised and the manner in
which they have been addressed are summarized below

Issue 1 Will the SBGT have the capacity to manage funds in the
fourth year of the project, after the departure of the
institutional contractor?

Part of the contractor's scope of work will be to establish
appropriate financial management procedures and systems for the
Trust The SBGT staff will be trained and should be capable of
managing funds before the contractor departs at the end of the
third year
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Issue 2 Long term technical assistance should not arrive
before all the elements necessary for them to start their jobs
are 1n place This means, for example, that the SBGT offices
should be set up and the loan guarantee for the credit program
should be in place

The SBGT has been legally constituted and the Board of
Directors chosen The USAID Executive Office will procure
office space and furnishings, the Regional Contracts Office
will procure vehicles and AID/MS/OP/COMS/P will procure
computers and other office equipment for the Trust The 7S
has already made available El million for the loan guarant.e
The details of transferring the funds to the Trust and
establishing an account with Standard Bank are currently being
worked out Therefore, all elements necessary for immediate
start-up of project activities will be 1in place

Issue 3 What mechanism should be used for obtaining the
techinical assistance, a buy-in to the GEMINI Project or full
and open competition’

The Regional Contracts Officer stated that buy-ins are
generally expensive and inflexible The Mission would not have
direct control over the contractor, and since the amount of the
contract 1s relatively small, the contractor would tend to give
it low priority The ECPR accepted this argument and agreed to
have full and open competition for the technical assistance
contract The contractor will sub-contract at least ten
percent of the value of the contract to a disadvantaged entity

Issue 4 Since one objective of the project is to establish the
on a sustainable basis, the PP should state how this will
be accomplished

This concern has been addressed in two wavs 1) a statement of
the responsibility of the Contractor to help put the Trust on
sustainable footing, and 2) covenants relating to efforts by
the Board to raise funds and encourage cost recovery The
Contractor will be responsible for developing fee structures
for services provided by the Trust In addition, the
Contractor will continuously review options for improving the
sustainability of SBGT through earnings or cost savings, and
provide recommendations to the Board on this 1issue The
covenants commit the Trust to 1dentifying and implementing
procedures to sustain the organization through cost recovery,
and to seek funds to endow the Trust and participate in fund
ralsing training programs provided under the project
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Issue 5 The cost of the project 1s high relative to the
expected number of beneficiaries

It 1s true that SBD's budget of $6 million 1s large relative to
the number of businesses in the project's target group A
large percentage of the cost, however, 1s devoted to
establishing and developing the SBGT as a permanent

institution The ECPR agreed that the institution-building
aspect of the project 1s essential, despite the high up-front
costs associated with 1t, 1f the climate for Swazi business 1is
to be i1mproved over the long term

D Other Issues

1 Technical Analyses The PP 1is technically sound Analyses
of the project’'s technical components, economic feasibility and
social soundness as well as a detailed budget are included as
annexes to the PP

2 Non-competitive Award of Cooperative Agreement to SBGT A CA
will be awarded to the SBGL to implement the project A
separate Action Memo containing the justification for a
non-competitive award has been prepared by PD/PEQO for signature
by the Mission's competition advocate The CA exceeds the
Mission Director's authority and will therefore be signed by
the Regional Contracts Officer

3 Status of SBGT and Justification for No Financial
Contribution The SBGT 1is a newly formed entity The Deed of
Trust for the SBGT 1s 1included as Annex C, Attachment 2 of the
PP The Trust 1s not classified as a private voluntary
organization (PVO) because 1t does not, at this stage, receive
any contributions of money, labor or other in-kind support from
the general public Since the SBGT 1s not a PVO, 1t does not
need to be registered with A I D and 1s not required to
contribute 25 percent of the project's budget under the
Cooperative Agreement It 18 expected, however, that the Trust
will begin fund-raising during the life of the project Before
any subsequent assistance is provided by USAID, a determination
as to whether or not the Trust has become a PVO will have to be
made

4 Waiver of Host Government or other Sponsor Funding of
International Travel for Participants ALD policy requires that
the cost of round-trip international travel be paid by the host
country government or other non-AID funding source unless the
requirement 1s walved The PP provides for several months of
training for SBGT staff at the Get Ahead Foundation in South
Africa Since the Trust has no additional source of funding,
1t cannot pay for the travel of these staff members with funds
other than A I D funds




Control Number 645-222AM
August 5, 1991
Page 7

The Mission Director may authorize a full or partial waiver of
the host government's or other sponsor's responsibility for
international travel for a specific mission-funded project
(Handbook 10, Section 16C, Part 2) The Mission Director 1is
therefore requested to approve a full waiver of the requirement
of payment of international travel costs by a non-A I D source
for the staff of the SBGT As it is the project's intention
that beneficiaries contribute as much as possible to the
financial cost of the services they receive, no other waivers
of this requirement are requested at this time Partial or
full waivers may be requested in the future on a case-by-case
basis OIT and the AA?AFR will be notified of all approved
waivers

5 Procurement AID Geographic Code 935 1s the authorized code
for source and origin of goods, and nationality of all services
procured under the project Notwithstanding this, preference
in procurement will be given, where practicable, to goods and
services of U S source and origin Vehicles required by the
project will, however, be procured in Southern Africa due to
right hand drive and parts and service requirements

6 Covenants The following covenants shall be included, 1in
substance, in the Cooperative Agreement The Cooperative
Agreement recipient agrees to

(1) explore and institute procedures and practices that
will enable the trust to charge reasonable fees to clients for
services rendered and cover costs of doing business with such
fees and other charges to the maximum practicable extent to
ensure sustainability of the trust's programs,

(11) use its best efforts, including efforts by the
trustees, to raise funds and other means of support for the
trust from sources other than A I D , and to participate in
training programs concerning fund-raising that may be financed
under the project, or otherwise, and

(111) use all resources available to the trust to implement
project activities, including resources contributed from
sources other than A I D , to the extent feasible

7 Mission Management of the Project The SBD Project will be
managed by a USESC Project Manager This individual 1is
partially funded by the project and will be supervised by the
Project Development/Private Enterprise Officer

8 1Initial Obligation An i1nitial FY 1991 obligation of
$1,500,000 is planned for the SBD Project The Mission has
received a funding allowance for this amount, and no CNs or TNs
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were required An additional obligation of $1,000,000 1is
anticipated 1n September 1991 with FY 1991 funds advanced to
the Mission against the FY 1992 QOYB This obligation awaits
the expiration of a TN that was submitted to Congress on July
25

AUTHORITY

Under Africa Bureau Delegation of Authority 551, revised, you,
as Director of a Schedule A post, have the authority to
authorize new projects with LOP funding up to $20 million where
the Life-of-Project does not exceed ten years You also have
the authority, as cited above, to approve a full waiver of the

host government's or other sponsor's responsibility to fund
international travel 1in this project

RECOMMENDATION

It 1s recommended that you approve and authorize the Swazi
Business Development Project, 645-0235, and approve a full
waiver of the host government's or other sponsor's
responsibility to fund international travel for SBGT staff by
signing this Action Memorandum, the attached Project
Authorization and the Project Paper Project Data Sheet

o}
APPROVED \

DISAPPROVED
DATE < II [(a! 9]

Attachments
I Project Authorization

2 Project Data Sheet and Project Paper, with annexes

Drafted SFine{&;ﬁb&, 8/7/91

Clearances EBaker PD/PEO dr Date 8/7/91
MKenyon RCO draft Date 8/7/91
TRiedler RLA dra%f Date 8/8/91
LPalmer A/CONT £ {‘odwaDate X/5/9)

MHuntington DD — mw Date _{4/¢
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PROJECT AUTHORIZATION

Cooperating Country Swaziland

Project Title Swazi Business Development
Project Number 645-0235
1 Pursuant to the Foreign Assistance Act of 1961, as amended,

the Foreign Operations, Export Financing, and Related Programs
Appropriations Act, 1991, Africa Bureau Delegation of Authority
No 551, as amended, and the authority delegated under 90 State
245894, 1 hereby authorize the Swazl Business Development project
(Project) for the Kingdom of Swaziland, involving planned
obligations of not to exceed six million United States Dollars
($6,000,000) 1in grant funds from the Development Fund for Africa
(DFA), over a four-year period from the date of authorization,
subject to the availability of funds in accordance with the

A I D OYB/allotment process, to help in financing foreign
exchange and local currency costs for the Project Except as

A I D may otherwise agree in writing, the planned life of the
Project is approximately four years and five months from the date
of initial obligation

2 The Project is designed to stimulate the growth of
Swazi-owned businesses The Project will be implemented
primarily by a non-profit, tax exempt trust established under
Swazi law for purposes of the Project Under the Project, A I D
will enter into a cooperative agreement with the newly
established trust pursuant to which A I D funds will be granted
to the trust to implement Project activities Project activities
will endeavor to increase access to credit for small-scale
businesses, forge business exchanges between small-scale and
larger enterprises, improve essential business skills, and
strengthen business associations and improve the overall small
business climate in Swaziland, among other things

3 The Project Cooperative Agreement and other appropriate
Project instruments, which may be negotiated and executed by the
officers to whom such authority is delegated in accordance with

4 I D regulations and delegations of authority, shall be subject
to the following essential terms and covenants, together with
such other terms and covenants as A I D may deem appropriate

a Source and Origin of Commodities, Natiomality of Services

The source and origin of commodities and the nationality of
suppliers of commodities and services financed under the Project
shall be in accordance with Africa Bureau Delegation of Authority
No 551, Section S5F Accordingly, commodities financed by A I D
under the Project shall have their source and origin in
Swaziland, the United States or any other country included in



A I D Geographic Code 935, except as A I D may otherwise agree
in writing Except for ocean shipping, the suppliers of
commodities or services shall have Swaziland, the United States
or any other country included in A I D Geographic Code 935 as
thelr place of nationality, except as A I D may otherwise agree
in writing Ocean shipping financed by A I D under the Project
shall, except as A.I1.D. may otherwise agree in writing, be
financed only on a flag vessel of the Unlted States Procurement
of commodities and services shall be from the U S to the maximum
practicable extent

b Covenants

The Project Cooperative Agreement shall contain, in
substance, the following speclial convenants The Cooperative
Agreement recipilient agrees to

(1) explore and institute procedures and practices that will
enable the trust to charge reasonable fees to clients for
services rendered and cover costs of doing business with such
fees and other charges to the maximum practicable extent to
ensure sustalnabilility of the trust's programs,

(11) use 1ts best efforts, including efforts by the
trustees, to raise funds and other means of support for the trust
from sources other tham A I D , and to participate in training
programs concernling fund-ralising that may be financed under the
project, or otherwise, and

(111) use all resources available to the trust to implement
project activities, including resources contributed from sources
other than A I D , to the extent f

Director
UsAID/SWaziland AUS i 6 I tal

Date

Clearances Tim C Riledler, RLA Draft
Mary Huntington, DD nA
Ed Baker, PD/PEQ G
Susan Fine, A/PROG A, o

Charles Brooks, CONT ¢4 ?:Cl&ﬁ““a’\
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I EXECUTIVE SUMMARY

The Swazi Business Development Project (SBD) is a four and a
half year, US$6 million, El million project, whose goal 1s to
increase Swazi incomes and expand the employment-generating
capacity of businesses owned by Swazis The project 3 purpose
18 to stimulate the growth of Swazi owned businesses This
project represents Phase I of an anticipated longer-term effort
by USAID in this sector

Project beneficiaries will be primarily from small scale Swazi
owned and operated businesses with growth potential They will
include established businesses, individuals with demonstrated
managerial and technical skills, a sound business plan and some
capital, or entrepreneurs who have achieved success in one line
of business and who wish to diversify Characteristics of the
majority of the target group include having a fixed place of
business, and employing at least one person other than the
owner The project aims ultimately for national coverage,
although coverage may be limited 1n the early years due to
gstart-up constraints and personnel and fund limitations

Swaziland has zhown impressive economic growth, largely private
sector-led, since independence in 1968 Particularly in the
past five years, foreign investment has boomed However,
despite this success, Swaziland faces sericus challenges in the
future The country has failed to generate a broad base of
Swazil entrepreneurs that spread economic growth more

equitably The private zector exhibits a sharp and growing gap
between the medium and large scale sector, overwhelmingly owned
and managed by expatriates, and the small and micro scale
enterprise sector of Swazi owned and operated firms
Institutional linkages, and even communications, between these
two private sectors have never developed leading to mistrust
and a failure to work together For the long-term economic
development of Swaziland, it is critical to expand the base and
si1ze of Swazi owned businesses This wi1ill disperse the
benefits of growth more broadly in the soclety and will further
anchor the Government of Swazlland (GOS) commitment to private
enterprise and free markets

In considering how best to encourage Swazl enterprise, AID
reviewed the constraints limiting the expansion of small
business and selected the i1nterventions described below to
achieve the overall project goal and purpose

- To 1ncrease access to aredit , the project will create a
small dbusiness credit program that will provide small business
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1oans and technical assistance to these borrowers Loans will
primarily be in the range of E1,000 to E20,000 (US$1=E2 50)
The project wlll also provide technical assistance and
guarantees for a limited number of locans greater than E20,000,
where firms show substantiral prospects for growth but are
unable to access other scurces of commercial credit

- To forge business linkages between small scale businesses
and large enterprisea, the project will provide intensive
direct management assistance to local firms to improve their
managerial and production capabilities, and will encourage the
development of business relationships between small and large
businesses and small businesses and the GOS

- To improve egsential business skills, the project will
support training for the small scale business sector This
w1ill 1nclude both group training and individual direct
management consultations to participating firms

- To

, the project will
improve the gquality of services cffered by business
associations through organizational advisory services, long
term personnel support, commodities, and program support
Business associations will also receive support tc engage 1in
activities which 1mprove the general policy environment for
small business growth

- To provide an institutaonal vehicle for assistance to the
amall busine=ss sector, the Swazl Business Growth Trust (SBGT)
will be formed This option was chosen as no other suitable
alternative delivery mechanism could be found The PID
proposed that this institutional gap would be filled by an
implementing unit which would be disbanded at the end of the
project The PID guidance cable questioned that idea and
suggested exploring the option of a permanent institution
Swazl business people who were interviewed during the project
paper design expressed their preference for a permanent
non-governmental institutional option Such a nodel was
1dentified by the design team as being i1mplemented successfully
in Egypt and South Africa The Trust was thus modeled after
these successful private sector small business credit and
service organizations, although the option of merging some or
all of the functions of the Trust into one ¢of the existing
business organizations remains an open guestion to be explored
during project implementation

One disadvantage to this model is the initial high cost in
developing the institution which reduces funds available for
the actual delivery of services during the project This 1is
offset by the institution 3 potential for future delivery of
such services to many more beneficiaries beyond =he
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life-of-project An advantage of the model 1s 1ts private
enterprise orientation which tasks the Trust to seek
sustainablility through earnings from charges for services and
through endowments or program funding from the private sector
and other donors The AID project design does not project that
the Trust will reach sustalnablity through earnings during the
life-of-project The design does assume a follow-on AID
project to provide more time for the Trust to reach this
capacity In addition, the project provides for the
institutional contractor to provide expert technical assistance
to advise the Trust Board and staff on fund raising
techniques The contractor will also continuously examine,
develop and implement options in support of the sustainability
of the Trust In signing the cooperative agreement, the
Trustees will commit themselves to participate in the seeking
0f funds and other support for the sustainability of the
institution Assuming that, during the project, the Trust
delivers its program to small businesses in a creditable
manner, SBGT wi1ill be attractive to international donors and
private sector contributors as a way to support small buainess
growth in Swaziland

Also, recently received preliminary data from a small business
baseline study indicate that the target group may be greater
than conservative estimates used to develop this project If
true, the i1increased number of SBGT clients would increase
«arnings from SBGT programs such as credit and enhance the
sustainability of the Trust

The project will be implemented through SBGT, which will be
organized as a private, tax exenpt, non-profit legal entity
The operational philosophy of the organization will be that of
a business rather than that of a philanthropic organization

In keeping with that philosophy, fees will be charged for SBGT
services provided to clients Such fee earnings will be
maintained in a separate interest bearing account during the
life-of-project for use by the Trust after the Project
Assistance Completion Date only for purposes consistent with
the objectives of this project in furtherance of small business
development in Swaziland During the project, to further
project oblectives, exceptions to this policy could be approved
by AID An example of such an exception would be for use in
topping off the credit guarantee fund to replace losses due
to defaults

Day-to-day project activities will be managed by SBGT, in part
through a direct AID contract with an institutional contractor
Wwith extensive experience i1n the private sector especially
small business project development and management This
contractor will be selected by USAID in collaboration with the
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SBGT Board through a competitive pidding process and will
provide team members to act as management personnel for SBGT

Projec*t costs are estimated as follows

SUMMARY BUDGET BY FOREIGN EXCHANGE

AND LOCAL CURRENCY COSTS
IN US 000 s

BUDGET

ELEMENT AID GOS

DESCRIPTION FX LC TOTAL LC
Technical Assistance 3,530 332 3,822
Operating Expenses 50 1,546 1,596
Evaluation Audit &
Project Management 392 S0 482
Credit Guarantee - - - 400%

4 032 1,968 6,000 400%

*Represents E1,000,000 of Section 416 Funds which are local currency
funds Jjointly programed by USAID and the GOS

II BACKGROUND
4  DEVELOPMENT CONTEXT

Swaziland is one of only a few African countries that has
achieved strong and sustained economic growth in the
post-colonial period Since independence 1n 1968, economic
growth has averaged nearly § percent per annum, enough above
the population growth rate of 3 4 percent to generate a
s1zeable increase in per capita income The Swazi economy has
performed extremely well since 1985, fueled by investment
capital and favorable prices for key exports such as sugar and
wood pulp During the past five years, economic growth has
averaged nearly 6 percent per annum, employment has increased
by roughly the same amount, and the export sector, especially
manufactured exports, has boomed Swaziland has a very
attractive investment climate, largely due to the favorable
racroeconomic environment

Several other factors have also played a major role

Political stability Swaziland has enjoyed over twenty years
of stability under the ruling monarchy, which has maintained a
delicate balance between traditional institutions and values
and the i1mperatives of modernization
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Sanctions and political unrest in the Republic of South Africga
have promoted i1nvestment in Swaziland Under the Southern
African Customs Union (SACU) agreement, goods and services move
freely, without duty, across the Swaziland -~ South Africa
border Similarly, under the Rand Monetary Area (RMA), the
Emalangeni and the Rand are unofficially linked in value and
freely convertible These features, Swaziland s conservative
monetary and fiscal policies, and preferential access to
European community, eastern and southern African markets have
made the country attractive for investors

) By offering tax relief and other
incentives Swaziland has attracted new investment A
co-financing program undertaken by the Swaziland Industrial
Development Company (SIDC), a development finance company
established by the GOS and other international donors, provides
medium and long-term lending and takes equity positions in new
enterprises

While the SACU
and the RMA provide an element of discipline by precluding
import substitution policies and monetary expansion, the GOS
has consistently pursued sound and cautious fiscal policies,
avoiding wasteful spending and maintaining generally modest tax
rates There 1s a favorable policy environment for private
enterprise with minimal government controls and regulations
Talented, well-educated Swazis, who have chosen government
service, are responsible for the policies which make their
government one of the most fiscally responsible and stable
governments in Africa Since independence, Swazi nationals
have replaced expatriates at virtually every level of
government

Caution and conservatism has generally served Swaziland well,
but some problems call for a more active approach Slow GOS
planning and implementation of capital projects has led to an
emerging infrastructure crisis, especially in the growing urban
areas Unemployment is a major problem, with the numbers of
Jjobless increasing sharply each year Furthermore, the private
sector lacks a broad base of Swazl entrepreneurs that would
spread the benefits of economic growth across the society The
GOS 1s increasingly aware of these problems, and, with support
from the donor community, including USAID, 1s designing steps
to address them

Despite 1ts success with private sector development, Swaziland
faces serious challenges i1n the future The private sector
exhibits a sharp and growing dualism The numerically small



-1 .-

out rapidly growing large sca.e sector overwbelmingly owned
and managed by expatr.ates, <contrasts With an underceveloped
and inezf:cient small scale enterprise sector of Swazi owned
and cperated firms Institut.onal linkages, and even
communications, betdeen these two private sectors have never
developed, leading to mistrust and failure to generate mutua.ly
benef.c1al 1initiatives Furthermore, the dialogue between the
private sector as a whole and the GOS could be strengthened to
result 1n more proactive small business policies

B RROJECT RATIONALE

While the Government of Swaziland (GOS) has long been committed to
private sector-led development, the expansion of Swazi-owned
businesses has not Fept pace with the overall dynamic performance c¢f
the economy An undesirable structural gap between the expatriate
dominated medium and large firm sector and the large base of
Swazi-owned small and micro-enterprises has resulted The ensuing
lack of a vibrant Swazi-owned small and medium business sector has
limited the employment mult.plier effect of the substantial new
foreign 1nvestment Swaziland has attracted i1n recent years It has
also raised costs for the large-firm sector by forcing them to
provide their own services and procure virtually all non-resource
based inputs from South Africa

The maintenance and strengthening of Swaziland s favorable
investment climate (thus ensuring the continued flow of foreign
investment needed to maintain economic growth ana provide employment
opportunities) can be best achieved by a vigorous effort to support
the expansion of Swazl enterprises Political pressures to address
this 1ssue are rising Expanding the base of Swazi entrepreneurship
will spread the benefits of growth more broadly and anchor the GOS
commitment to private enterprise and free markets The promot.on of
Swaz: business will provide other important economic and social
benefits

- Swaz1i business will help absorb a portion of the thousands
of new Job seekers entering the market each year

- Stronger economic linkages will be created between sectors
of the economy

- The promotion of small enterprise will make the business
sector as a whole more accessible to Swazi1 entrepreneurs,
thereby increasing Swazili ownership 1n the economy, and
influencing more =qu.table wealth distribution
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c AID AND OTHER DONCR ACTIVITIES

Program Factors Affecting Project Selection
1 Conformity with GOS s Strategy

The GOS has espoused the virtues of a free market economy and
pr.vate sector development since independence in 1968 The second
of three priorities in the Fourth National Development Plan, the
government s guiding policy document, is the stimulation of private
investment 1n existing and new activities Recent policy statements
reinforce this orientation In the 1991 budget speech, the Minister
of Finance encouraged the deepening and diversification of the
economic base through policy that encourages productive private
investment

He also mentioned the Swazi Business Development Project indicating
that the 1initiative has great significance for Swaziland Dbecause
1t cffers the potential of Swazi businesses creating employment for
other Swazis Recent discussion between USAID and GOS officials
reconfirm that the SBD project s objective and approach are
compatible with GOS priorities The GOS has become increasingly
sensitive to public sentiment that 1t 1s primarily interested in
promoting foreign investment Officials are anxious to signal
commitment to the Swazi business sector This project, the first
comprehensive donor effort to address the specific needs of Swazi
business, will be an important step in this direction

2 Relationship to USAID/Swazaland s LCDSS and Action Plan

The stated program goal of USAID/Swaziland s FY1991-18%85 LCDSS
is to expand Swaziland s accelerating economic growth into a
process of equitable and sustainable development that enhances the
quality of life of all Swazis 0f nine constraints identified in
the LCDSS, the three critical ones amenable to USAID interventions
are rapid population growth, an education system not sufficiently
adapted to the needs of the economy and inadequate Swazi
participation in the modern econony The LCDSS states that the
indigenous business environment 1s dormant, and over the long term
that factor will inhibit the broadening and diversification of the
economic base Greater Swazi participation 1s essential to avoid
the social and political tensions which will increase if Swazi
participation is not assured The Mission s inclusion of a private
sector strategy component i1n 1ts LCDSS responds to this constraint,
demonstrating a commitment to the expansion of the indigenous
private sector as a key element in ensuring equitable and
sustainable growth in Swaziland



The SBD project will help ach.eve the M_ssion s strategic objective
by helping established Swazi businesses grow and ri1ll the gap
between the very small and the large f.rms and will complemert other
projects currently underway These 1nclude the Commercial
Agricultural Production and Marketing Proiect (CAPM), whicr seeks to
expand agribusiness and smallholder commercial farming, the
Swaziland Training and Institutional Development Project (STRIDE)
which will provide in country training for private sector managers,
the Business Management Extension Program (BMEP), which provides
training, credit and business premises to fledgling
micro-enterprilses, and a grant to CARE to strengthen the abi.ity or
several Swaziland institutions that assist the private sector

These five activities together constitute a coherent approach to
achieving greater Swazi participation in the modern economy

Furthermore, the Mission s FY1991-1992 Action Plan re: s
specifically to authorization of the SBD project as a priority
1n meeting one of the Mission s three strategic object. =3 Tao

3 GOS and Other Donor Activities

The Ministry of Commerce, Industry and Tourism (MCIT) is the GOS s
lead institution on matters relating to the private sector MCIT s
role is to support and regulate the activities of private
enterprises rather than to become directly invelved in
commercial ventures {Development Plan 1990/91 - 1982/93) MCIT s
programs are aimed at creating a conducive environment for foreign
and local investment and increased trade

The GOS has recently launched a small enterprise loan guarantee
program (SSE) through the Central Bank The scheme will operate
through five commercial banks, with the Central Bank providing
guarantees for loans up to E50,000 Qualifying enterprises must be
majority owned by a Swazi national, with assets not exceeding
E150,000

In the area of export marketing, MCIT has a Trade Promotion Unit
(TPU) that receives technical assistance from several donors The
TPU established an export library and undertakes other activities to
promote Swazi products, link potential exporters with markets and
simplify export procedures The Integrated Development and Trade,
Tourism and Handicrafts Project, funded by the Eurcpean Eccnom.c
Community (EEC), supports the activities of the TPU as well as a
handicrafts unit that promotes the development and export of
handicrafts

A mew project proposed by the UN s Intermnat.cnal Trade Center <o be
implemented 1n conjurction with MCIT and the Central Bank, w1ll
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establisn a comprehensive export financing facility for small and
medium businesses The scheme will i1nclude an export credit
guarantee fund and pre and post shipment credit through commercial
banks

The GOS s primary vehicle for supporting Swazi businesses iz the
Small Enterprises Development Company (SEDCO), a parastatal under
MCIT SEDCO operates seven industrial estates that provide
subsidized facilities, training and extension services for small
entrepreneurs The agency has, in the past, offered credit, but the
program was terminated due to low repayment rates SEDCO 1s widely
perceived to be a troubled institution, but a plan to revitalize it
by improving the quality and management of the estates and the
training program 1s to be undertaken during the next few years

MCIT 1tself provides some business skills training to rural
retallers working through the Swaziland Commerciral Amadoda (SCA)
The training officers require additional training and access to
transportation for the program to be more effective

The Swaziland Industrial Development Company (SIDC) is an autonomous
statutory body established by the GOS to promote and assist
investment in industry, tourism and agro-industry SIDC s
shareholders include the GOS (37 5 percent), the International
Finance Corporation, the German Finance Company for Investment in
Developing Countries, the European Investment Bank and two local
banks SIDC also conducts investment promotion on behalf of the

GOS SIDC s purpose 1s to facilitate large investments -- 1ts
minimum invoelvement 1s E100,000 ~- but 1t may explore opening a
small business loan program in the future

III BROJECT DESCRIPTION
A  PROJECT GOAL AND PURPOSE

The goal of the SBD project 1s to increase Swazi incomes and
expand the employment-generating capacity of Swazi businesses The
purpose of the project 1s to stimulate the growth of Swazi-owned
businesses

The SBD project will focus primarily on established small businesses
with gzrowth potential The target group will alsoc include
individuals with demonstrated managerial and technical skills, a
sound business plan and some capital or entrepreneurs who have
achieved success in one line of business and who wish to diversify

Characteristics of the majority of the target group include having a
fixed place of business and employment cf at least one person other

than the owner The project aims ultimately for national coverage,

although coverage may be limited in the early years due to start-up

constraints and personnel and fund limitations

R

A=
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Preliminary studies now being completed show a high number of women
cwned businesses in Swaziland, indicating that many project
beneficiaries will be women entrepreneurs What 1s not yet certain
15 how many of these women-owned businesses fall within the
parameters of the target group as defined above The number may
well exceed 1nitial project estimates of 30% women beneficiaries
upon which this project has been negotiated with the GOS as a
minimum target During these negotiations it was agreed that the
30% 13 not a ceiling All qualified women entrepreneurs who request
assistance from the Trust will receive help whenever possible Once
baseline studies are complete, the Trust will be requested to zet a
revised target for this group based on the final baseline estimates

Other beneficiaries include the employees ¢of firms that receive
assistance through the project and the large firms ope-ating in the

country who can obtain local i1nputs and services more 31ly and at
lower cost Furthermore, the members of many busine- ssoclations
1n the country will benefit from the project, through engthened

business associations which will provide additional me =r services
and training to their members

B IMPLEMENTATION MODES

The SBD project will achieve 1ts cobjectives through four
implementation modes

- Increasing access to credit,

- Helping Swazi businesses identify and capture new markets,
primarily with locally-based large firms and the GOS,

- Improving essential business skills through group training
courses and intensive direct management assistance to
selected firms

- Improving the quality of services offered by business
organizations and associations as well as their ability to
engage 1n dlalogue with responsible public and private
sector persons to improve the small business climate in
Swaziland

C END OF PROJECT STATUS INDICATORS (EOPS)

There are two End of Project Status (EOPS) indicators that will mark
the achievement of the project purpose A baseline survey conducted
at the beginning and at the conclusion of the project will specify
the project target group and will provide the basis for measuring
and quantifying these EOPS
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1 Twenty five percent of the project serviced businesses will have
increased in size as indicated by increases in one or more of
the following, number of employvees, sales turnover and/or assets

2 Twenty five percent of the project serviced businesses will have
demonstrated an improvement in financial health as evidenced by
improvements in the following indicators net equity position
and current financial ratios

It 1= anticipated that at least 30 percent of the beneficiaries of

the project
D PROJECT
The project
achievenment
Project are

Output 1

Output 2

OQutput 3

OQutput 4

who achieve these targets will be women
QUTPUTS AND INPUTS

w1ill provide a focused mix of i1inputs to contribute to
of the project purpose The planned outputs of the SBD
described below

CREDIT Swazi business persons will have 1increased
access to commercial credit as indicated by 500 first
time small business borrowers of which 25% will have
received repeat loans

STRENGTHENING BUSINESS ASSOCIATIONS Business
associations will be providing additional services to
Swazi businesses and representing their interests in
dialogue with responsible public and private sector
entities At least 7 business associations will have
established and will be i1mplementing action based plans
to provide increased training and services to their
members For example, 140 small business improvement
courses wi1ill have been provided to the business
community i1n coordination with these associations In
addition, at least 4 policies constraining small
business growth will have been analyzed and discussed in
meetings with responsible parties who have the ability
to influence or implement policy changes

BUSINESS LINKAGES Small Swazi businesses which have
received project inputs are providing goods and services
to either large businesses or the GOS At least 15
small businesses will be providing for the first time
goods and services to larger businesses or the GOS 10
small Swazi construction firms will have an increased
number of contracts with the GOS

TRAINING 1700 persons who are either owners and/or
enployees of small businesses will have improved

business skills 1n one or more of the fellowing areas
planning, management, finance, marketing or technical
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Qutput 5 IMPLEMENTING ORGANIZATION The Swazi Business Growth
Trust will have been established and will be providing
credit, training, and technical assistance to small Swazi
businesses with growth potential

To achieve the desired outputs, the following inputs have been
planned

Inputs will include the provision of technical assistance to
develop and manage SBGT including its personnel, operations,
staff hiring and training, salaries, travel and per diem,
space, vehicles, equipment and supplies Managed by an
institutional contractor, technical assistance, training,
operational support, travel and per diem, equipment and
supplies, will be provided for 1) a small business loan
guarantee program, 2) business organization strengthening,
3) linkages between small businesses and larger businesses
and with the GOS, 4) improvement of small businesses
management and operations Inputs will also be provided for
project monitoring, evaluations, and audits Details of all
project inputs follow within the descriptions of the project
components and project implementation, procurement,
monitoring and evaluation plans

E IMPLEMENTATION MECHANISM -- THE SWAZI BUSINESS GROWTH
TRUST (SBGT)

The implementing unit will be the Swazi Business Growth Trust
(SBGT), which will be established prior to the start-up of the
project (see Annex C, Attachment 2) SBGT will be a private, tax
exempt, non-profit legal entity established under the laws of
Swaziland It will be constituted specifically to implement the
project, subject to a Cooperative Agreement SBGT will have a Board
0of Directors that will provide overall guidance for progject
implementation The operating philosophy of the organization will
be that of a business rather than that of a philanthropic
organization It will attempt, as much as possible, to achieve cost
recovery for services rendered

Day~to~day project activities will be managed by SBGT through an
institutional contractor who can demonstrate extensive experience 1n
the private sector, especially small business development and
management This contractor will be selected by USAID 1in
collaboration with the SBGT Board through a competitive bidding
process The contractor will field a team of (two) long term
advisors, including (1) the Chief of Party, who will be the General
Manager (GM) of SBGT and (2) the Business Development Advisor

(BDA) Other principal SBGT officers will be the Deputy
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Seneral “arager Deputs Busiress Development Advisocr/Tra.n.ng
Coor2inator and the Bus.ress Loan Manager These officers wi.. ce
recrulted by the GM as employees of SBGT The contractor will also
se responsible for recruirt.ng and supporting all short term advisors
and for arranging the purchase and transfer of commodities

Staff of SBGT will number 17 includ.ng professional and support
staff The principal structures cf SBGT are described below

1 A Board of Directors of approximately nine people composed of
respected individuals who are committed to the purpose of the
project and who are willing to serve The composition of the Board
w1ll include two small business representatives, two large ousiness
representatives, one person from a Swazi business association or
organization to represent business organizations, two professionals
who have substantive private sector related responsibilities, one
GOS representative, nominated by the Ministry of Commerce, and a
representative from the commercial bank which participates in the
credit activity As a condition to the project cooperative
agreement, USAID will have an observer, nonvoting, position on the
Board The Chairperson will be elected by the Board from among the
group of nine Secretariat functions for the Board will be carried
out by the Trust s Generzl Manager, who will attend Board meet.ngs
for that purpose

The Board s chief role will be a non-executive one It w1ll provide
overall guidance to the project and set the general policies of
SBGT, acting through the General Manager It will meet guarterly to
a) provide overall policy direction to the Trust, b) promote the
Trust, ¢) approve yearly work plans developed and presented by the
General Manager The Board will also be responsible for developing
a fund-raising plan to ensure the sustained future of SBGT when
JSAID project funding ceases

2 A Bysiness Advaisory Group that will meet periodically to provide
feedback to the General Manager on project activity and
effectiveness This group will be drawn primarily from the small
husiness community although other interested parties concerned with
small business development may be included These advisors will
ensure that direct dialogue and feedback from the benefic.ary group
occurs throughout project implementaticn The Business Advisory
Group = role will be purely consultative It will not have any
pol.cy or operaticnal autherity in SBGT The General Manager will,
however, report on the Advisory Group s input to the Board oI
Directors

3 A General Manager (GM) will be provided by the US contractor whe
successfully bids on the SBD contract During the first three years
of the project, the GM will manage the day-to-day technical
activities of the project and will set up the SBGT offices and
procedures The GM will produce SBGT s life-of-project and yearly
WOrK p.ans ana reports S/he will deve_cp a2nd review terwms of
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reference and manage all short term technical assistance A major
responsibility will be recruiting and training the Deputy General
Manager to assure a smooth transfer when the GHM s contract is
completed As head of SBGT, the GM will also promote the SBGT
concept 1n Swaziland The GM w1ll be funded for the first three
years of the project

4 A Deputy General Mapager (DGM) will be a direct employee of
SBGT, recruited locally by the beginning of year 2 The DGM will
report to the GM and will act as GM 1n his/her absence This person
will be expected to replace the GM at the conclusion of the GM s
contract The other professional staff members of SBGT will report
through the DGM to the GH

5 A _Business Development Adviszox (BDA) will be recruited
internationally and employed by the US contractor for a period of 36
months S/he wi1ll be responsible for the business linkage component
of the project and for organizing direct management assistance to
Swazl companies In addition, the BDA will coordinate the
construction management component of the project with the A I D
Regional Housing and Urban Development Office (RHUDO) Nairobi The
BDA wi1ill recruit, manage, and train the Deputy Business Development
Advisor/Training Coordinator, who will take over the BDA function at
the end of year 3

6

(DBDA/TC) will be hired locally in year one to coordinate the
project s training component and to replace the DBDA at the end of
vear three of the project The DBDA/TC will report to the Business
Development Advisor and will work closely with business associations
to design small business training courses locally

7 Small Business Facilitators (SBF) In years 2 and 3, two
facil2tators will be hired locally as employees of SBGT to provide
consultancy services to small businesses They will report to the
BDA

8 A Business Loan Manager (BLM) will manage the credit component
of the project This person will be recruited locally by the GM as
a direct employee of SBGT Although the BLM will report to the GH,
s/he will have considerable operational autonomy The BLM wi1ll
recruit and develop the Small Business Advisors and establish credit
policies and procedures S/he will chair the Business Loan
Committee

9 Small Busainess Advisors (SBA)

Three Small Business Advisors will identify potential loan
recipients, assist small business persons to prepare business plans
and loan applications and monitor loans Two SBAs will be recruited
locally 1n year 1 and one more in year 2 All will be employees of
SBGT
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10 An Executive Officer (EQ), recruited locally as an employee of
the technical contractor for 36 person months, will set up office
systems and procedures, procure office equipment and other
commodities, and prepare invoices and financial reports for the
contractor and the SBGT When the technical contract has been
completed, the EO0 will continue with SBGT as a direct employee of
the Trust

11 Four Secretaries and two Data Entrvy Clerk Tvpists will be
responsible for general office secretarial and clerical support

The secretaries will report to the General Manager, the Business
Development Advisor, the Executive QOfficer, and the Business Loan
Manager respectively The clerk will be responsible for data entry
of project monitoring information required for project management
and evaluation and will report to the Deputy General Manager

F PRQJECT COMPONENTS

The SBGT will implement and coordinate the activities of the four
project components They are

- creation of a small business loan progran,

- forging business linkages between small and
large firms,

- providing business training to
Swazl small business,

- strengthening business associations and encouraging
changes to improve the environment for small business

Each project component is discussed in detail below

1 The Credat Program

A key constraint to small business growth 1s the inability of
small businesses to obtain credit Small businesses are
reluctant to approach commercial banks They realize that their
lack of bookkeeping and managerial experience, i1nability to
prepare and present business plans, and lack of collateral are
barriers to obtaining loans Furthermore, the banks face a
shortage of management tine Small business lending takes time,
has high transaction costs and thus is considered by banks as
uneconomical



To overcome these constraints and open a credit window to small
businesses, the project will establish a credit unit within

SBGT This unit will provide small business persons with credit
application preparation and business planning assistance as well
as credit appralisal and nmonitoring In addition, the project
w1ill provide for a guarantee fund to insure against defaults

The guarantee will be funded with El million of Section 416 local
currency funds These funds were generated from the sale of
wheat donated to Swaziland by AID in 1987 The use of these
funds 1i1s Jointly programmed by USAID and the GOS The project
will establish & credit unit within the SBGT to help borrowers
obtain loans from a commercial bank by assisting in the
preparation of loan applications The credit unit will operate
two distinct programs the Small Loan Program and the Loan
Assistance Program A brief description of these programs
follows

a) The Small Loan Program

This program will provide small businesses with loans from E1,000
to E20,000 The range was chosen because it falls below the
level at which Swaziland s commercial banks consider lending to
be economical and because loans below E1,000 are generally not
critical to the target 3roup Lending to businesses which
requlire loans below E1,000 i1s beyond the scope of the project,
requiring a different type of intervention

To establish the Small Loan Program, SBGT will enter into an
agreement with a commercial bank Under the agreement, the Trust
wi1ll provide a loan guarantee, as well as loan preparation,
appraisal and monitoring, services The bank will grant loans
using 1ts own funds and keep adequate accounting information to
monitor loan performance Over time, based on successful
implementation of the programs, the bank will be expected to
increase the level of lending of its own funds againat the
guarantee fund at an agreed upon ratio, giving more impact per
Emalangeni Borrowers will not be expected to provide
collateral The bank will be the prime lender

b) The Loan Assistance Program

This program will assist small businesses which require loans
larger than E20,000 Initially, business planning and loan
application preparation assistance will be provided by the Trust
to these businesses to help them apply for credit through normal
commercial bank channels particularly banks participating in the
Central Bank s amall business loan guarantee progran Clients
participating in this program will be drawn from those medium
Swazi firms which have excellent potential but have been
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unable to obtain credit from commercial banks because of their
inability to satisfactorily present their locan proposals to banks
or because they are unable to meet commercial banks collateral
requirements These clients, which may alsc have lcan proposals
which fall outside of the eligibility criteria of the Central
Bank s credit guarantee program, may be considered for further
SBGT assistance as follows When a firm is one with which SBGT
has been working in its linkage or business development programs,
and when the firm shows significant growth possibilities, SBGT
may provide a full or partial guarantee of the credit package

Initially, E200,000 of the E1,000,000 guarantee fund will be
allocated to the Small Loan Program and E800,000 will be placed
against the Loan Assistance Program This split has been
determined on the basis of estimated demand levels It takes
into account the fact that as the participating bank gains
experience with the Small Loan Program, it is expected to be
willing to leverage the fund at 4 1 Thus, funds available for
the Small Loan Program will be expanded to approximately
E1,000,000 by the end of the project Because the Loan
Assistance Program will handle a very much smaller volume of
loans, leveraging of the E800,000 1s unlikely The bank
agreement Wwill contain flexibility in the split between these
amounts so that any necessary adjustments between these programs
may be made based on experience

The General Manager will periodically review the split, reporting
to the Board any need to make a change Furthermore, one year
following the initiation of the credit program, the total amount
assigned to the guarantee fund will be reviewed by the GOS and
AID to determine 1f sufficient funds have been allocated for
credit If it is determined that additional funds are needed,
both parties will hold discussions to review alternatives for
increasing the fund

c) Staffing

The credit unit will be headed by the Business Loan Manager
reporting to the Deputy General Manager of SBGT Other staff
wi1ll include three Small Business Advisors (two recruited
initially and one a year later) and support staff Credit
decisions will be made by the Loan Committee To concerve
project funds, no credit staff will be recruited until such time
as funds for the SBGT Credit Guarantee Program have been granted
to SBGT by the GOS and have been deposited into the participating
commercial bank Each position is described briefly below

The Loan Committes will be comprised of the Business Loan Manager
(Chair), the General Manager, the Deputy General Manager, the
Business Development Advisor, and the Deputy Business Development
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Advisor I+ wi1ll approve or d.sapprove all loan applications
The General Manager may select alternate members when primary
members are absent

The Busiress Loan Manager will coordinate all credit unit
activities This will include recruiting and training Small
Business Advisors, pre-appraising loans, developing procedures
and ensuring compliance with procedures S/he will work closely
with the Business Development Advisor to coordinate direct
management assistance

The Small Business Advisors will be responsible for i1dentifying
potential loan recipients, assisting clients in the preparation
of loan applications, monitoring loan use repayment and
counseling clients

d) Training and Technical Assistance

To establish the unit, s1x months of initial technical assistance
will be provided to assist in development of procedures and
manuals, reviewing the fee structure, and advise on recruitment,
pProcedures and bank negotiations Staff will receive training,
both 1nitially when they are hired, and on a continuing basis
over the life of the project Two months of initial loan
training and two months for an observational tour to the Get
Ahead Foundation in South Africa are planned Four person months
0of continuing training -111 also be furnished over the life of
the project

e) Bank Agreement Establishing the Credit Program

USAID will enter into a Memorandum of Understanding (MOU) with a
local commercial bank prior to the establishment of the SBGT
which sets forth the parameters for the relationship between SBGT
and the bank for the Credit Progranm (See Annex F, Attachment

2) Subsequently, SBGT will enter intoc a detailed agreement,
based upon the MOU and negotiated by the General Manager, the
short term Credit Advisor and USAID s project manager The main
features of the MOU and the agreement will be

(1) Small Loan Program

- The SBGT will deposit a guarantee fund with bank, earning
a high rate of interest The SBGT will prepare, evaluate
and monitor all loans The bank will automatically grant
loans of less than E20,000 to any applicant recommended
by the SBGT The bank will be the prime lender and will
lend its own funds at an increasing rate relative to the
guarantee fund, according to a negotiated scale and based
on positive experience with the loan program
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- Interest on loans will be at normal commercial rates
The bank will also charge 1ts usual fees

- Once a loan has been disbursed, the bank shall use due
diligence to collect repayments on the loan and utilize
1ts usual procedures and notices to this end The SBGT
will monitor the loan repayments and provide borrowers
with technical assistance and encourage repayment as
necessary

- In case of default (1 e , loans falling more than a
negotiated number of days overdue - probably 110 days),
the bank shall have the option to automatically draw down
on the guarantee fund for the outstanding balarnce,
provided notice 1s given to the SBGT Once a loan 1s in
default, the bank shall turn over the collection of the
locan balance to the SBGT

- The bank will also have the option to withdraw from the
program and terminate further loans i1if the default rate
on all outstanding loans exceeds a negotiated percentage
(probably 20%)

- The bank will provide the SBGT with monthly reports on
loan performance which the SBGT will use to monitor the
loan portfolio

- SBGT wi1ll charge each applicant 10% of the loan amount in
advance for its services

(2) Loan Assistance Program

For the Loan Assistance Program, the Bank will fully participate
with SBGT 1in the review of credit applications, genuinely
seeking, whenever possible, to meet the clients credit
requirements within its normal credit procedures or against the
Central Bank Small Business Credit Guarantee Program When the
Trust s funds are used for a guarantee for this Program, it
should be as a last resort

£) Sustainability

The participating commercial bank will be the prime lender and a
continuous point of contact with the borrower, the objective
being to bring the borrower onto the commercial banking ladder
Default rates in other countries with similar schemes have been
very low Interest and other charges will be set at a level
which prevents decapitalization of the guarantee fund



Borrowers under the Small Loan Program will pay a fee, 10% of the
loan amount for the assistance they receive This fee may be
adjusted based on experience in keeping with the sustainability
requirements of the Trust and capacity of small businesses to cover
such costs The short term Credit Advisor will review the fee
schedule and report on its appropriateness and recommend
alternatives if a different schedule or mechaniam is indicated The
General Manager will report to the Trust Board and USAID on findings
and will recommend changes 1f any If the 10% fee is maintained, .t
will contribute approximately E200,000 to project fundz over the
life of the project Borrowers receiving Loan Assistance services
will pay 2% of the loan amount plus 2% of any guarantee provided
This will contribute a further E100,000 to project funds over the
l.-e of the project

-

2 Bu=iness Linkages (Business Development Advisory Program)

—

This component will assist small businesses with growth potential to
develop business relationships with large, local companies and the
GOS Linkages between the smaller Swazi enterprises and these
larger entities will generally occur through subcontractual
relationships

The component will promote, establish and publicize successful
linkages, primarily through direct management assistance to
individual small firms Other components will support linkage
development, especially the training and the business association
strengthening components Training to improve technical, marketing,
quality control and service capabilities is essential to linkage
development

The linkage approach offers considerable potential to expand small
business A widespread belief exists among the small business
community that large firms do not look to them for services

Instead inputs and services are imported or provided in-house at
greater financial and managerial cost Larger firms are fully aware
of the benefits of sourcing inputs and services locally However,
they are concerned about gquality control and service levels They
are not often approached by Swazi businesses which are able to
provide these products and services

This component will address the problems of lack of information on
what i3 available from smaller business, large business inertia, and
lack of capability on the part of small business

a) Staffing
The project will establish a2 Business Development Unit in SBGT

The unit will be headed by the Business Development Advisor fundeq
for 36 months, who will supervise the Deputy Business Development
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Advisor/Training Coordinator, funded for 48 months Two Sma.l
Business Facilitators will be added to the Unit, one =sach in years 2
and 3, for a total of 60 months Short term technical assistance
w1ll also be provided

The Business Development Advisor will provide direct management
assistance to a number of selected businesses with significant
growth potential, coordinate specific technical assistance needed by
the businesses, and promote business linkages both directly and
through support of other project components The Business
Development Advisor will also be responsible for coordinating the
construction management sub-component with the other project
activities This component will provide a three year program of
on-the-job training in construction management S/he will promote a
continuous dialogue between large and small business persons and the
GOS throughout the life of project, arranging periodic forums for
such contact S/he will also serve as a resource to the other
project components and will identify cpportunities to as=ist other
SBGT staff Examples of these activities include ~ advice on
preparation of a small business directory and on policy matters
affecting the creation of linkages and liaison with the credit unit

w1ill be
ragponsible for cnordinating all training provided under the
project This will include lialison with business associations,
other training institutions, and other AID projects S/he will be
responsible for developing course curriculum, evaluating courses,
and, where appropriate, acting as an instructor Training will be
provided to support all project components as follows

- Short technical workshops and business management improvement
workshops provided through the business association
strengthening component,

- Institutional development training also provided through the
business asszocliation strengthening component,

- Credit training provided to SBGT staff as part of the credit
conponent

~ "Rather than providing the training directly, local and regional

training facilities and institutions will be used, to the greatest
extent possible Likewise, local business associations will be
utilized, as feasible, to support, coordinate and implement the
training (The SBDA and the Training Coordinator will visit BOCCIM,
an association of small and large businesses, in Botswana as part of
their initial training BOCCIM has been providing business training
with USAID support for the past three years and is an integral part
of the Botswana Private Enterprise Development Project there )
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Smpall Rysipness Facilitators will be added as the unit s workload
grows They will be responsible for providing direct management
assistance to small businesses at a lower level than provided by the
BDA During the first year of the project, while 1initial contact
with the target group is made these functions will be carried out
by the Credit Program s Small Business Advisors A total of 60
person months has been budgeted for the Facilitators The Small
Business Facilitators may be brought on earlier than planned if the
need becomes apparent Included within the 60 person month budget
for the Facilitators are funds for 24 person months for this
contingency

b) Activities

The Business Development Unit will undertake the following
activities

(1) Survey of Large Businesses

The Business Development Advisor will conduct a survey of large
businesses to i1dentify potential linkage opportunities It wi1ill be
conducted using a structured survey questionnaire to ascertain
inputs and services procured locally, inputs and services procured
cutside Swaziland, and i1nputs and services provided internally The
survey will also determine factors influencing sourcing decisions

(2) Selection of Small Businesses for Intensive Direct
Management Assistance

The Business Development Advisor will select small businesses to
receilve 1ntensive direct management assistance (IDMA) The selection
will take 1nto account a number of factors

- Potential market demand for the product or service

- Evidence of the business s expansion potential

- The value of the business, once expanded, as a role model

- The likelihood that assistance will result in rapid expansion of
the business

Approximately thirty businesses will receive IDMA over the life of
the project In addition, a number of businesses will receive less
intensive assistance through extension services

(3) Intensive Direct Management Assistance (IDMA)
The aim of IDMA wi1ill be to facilitate the growth and viability of

the participating businesses and add to the business knowledge and
ski1ll of the owners For the recipients of IDMA, the Business
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Development Advisor will start by assisting the business owner to
prepare a business plan The plan will cover marketing (inecluding
target companies), finance and cash management, production and
quality control, credit and sales policy, capital investment,
purcrasing, and personnel/training requirements

The business owner will pay & nominal fee, perhaps E500, for
preparation of the plan Once the plan has been prepared, the
Business Development Adviszor will determine whether the owner
requires implementation assistance This will be provided by <the
BDA on an extension service basis over a one to six month period
The amount of assistance will depend on the complexity of the
business and the managerial sophistication of the owner The
business will be required to pay for this assistance The proposed
charge will be E350 per month

The Business Development Advisor will spend approximately 50 percent
his/her time on the provision of direct management assistance In
addition, the BDA can draw on 16 person months of short term
technical assistance available to supplement his/her activities

This TA will be provided where additional detailed or specialist
technical assistance 1s required that the BDA 1s unable to provide
due to time or skill constraints

In a number of cases client businesses wi1ill need either standardized
training (such as a marketing course) or speciralist technical
training This training need will be referred to the Deputy
Business Development Advisor/Training Ccordinator

(4) Small Business Counseling

The Small Business Facilitators will provide business advice to
busineszsses not receiving specific direct management assistance The
services provided will be similar but less intensive, with the
officer making typically one or two visits per month to the client
businesses Businesses will be identified for this support through
the credit component or through the client selection process
Clients will be asked to pay a small monthly fee for extension
services This amount will be reviewed periodically

(5) Construction Managenment

The Business Development Advisor/Training Coordinator will be
responsible for coordinating the construction management training
sub~-component with the other project activities This component
will provide a three year program of on-the-job training in
construction management skills to small and medium~scale Swazl owned
contracting firms and assistance to the Miniastry of Works and
Communications (MOWC) to revise tendering procedures This
assistance will encourage linkages between small Swazi contractors
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ard the Large f.rms operating .n the couniry I+~ 41ll alsc he.p =c
increase the number of small contractors bired under goverrment
contracts This will be provided with tecrnical suppert from the
RHUDO cffice 1r Nairobi and 1s designed to assist small cerstract.or
contractors

(8) Sustainability

Although SBGT will charge 2 nominal amount for all of the services
provided under this component 1t 1s unlikely that this level of
assistance will be sustainable without continued support Thus the
primary measure of sustainability will be the growth of the
businesses The majority of participating businesses will continue
to grow after project completion Additionally, the successful
linkages will serve as an example and a role model to other small
and large businesses of what can be achieved This will encourage
further development of linkages perhaps promoted through the larger
business associations It is noted that all fees charged for these
services will be subject to periodic review by the General Manager
and such review will take i1into account sustainability i1ssues and the
capacity of small businesses to pay

3 bl + T 9

Impediments to small business growth consistently i1dentified by the
project design group include weak marketing, financial, technical
and business planning skills Training under the project will
attempt tc address these constraints 1n order to increase the size
and stability of established Swazi business The training component
will not operate as an independent unit, but will be closely
coordinated and integrated into other project elements, especially
those of the business association strengthening component and the
activities of the Business Development Advisor Where feasible,
training activities will be conducted with the support and
sponsorship of the business associations Furthermore, bus.ness
associations will be provided with organizational development
training to help them in their institutional development

Business training will be funded under the project to upgrade small
business management and technical skills and o encourage service
delivery to small businesses by business associations Through this
process, business owners and employees will gain valuable skills and
business associations will be strengthened as members perceive that
they are receiving something useful from membership in these
associrations

In addition to the group training, i1ntensive one-on-one training
w11l be offered through the Business Development Advisor and by the
Small Business Facilitators This intensive training 1s discussed
in the credit and business development sections

Lpo



a)y Staffaing

Under the progject, with the support of the Trust, business
assoclations will develop detailed training plans The Deputy
Businese Development Advisor/Training Coordinator, based in the
SBGT, reporting to the Business Development Advisor, will coordinate
training activities of the project 8/he will assist in developing
training plans for business associations as part of the action plan
process, coordinate with other <training institutions and AID
projects, develop course curriculum, identify resource firms,
evaluate courses, and participate as an instructor The baseline
survey conducted at the start of the project will be an important
cornerstone of the training program

b) Activities

Experience has shown that at the small business level, generic
classroom training is much less effective than individualized,
one-on-one counselling over an extended period of time The SBD
project s training component provides for both individual firm
assistance and tailored, small group experiences which will fall
1nto two categories Small Business Improvement Workshops, and
Direct Business Management Assistance In addition, a special
project subcomponent will provide training in construction
management to small contractors to improve their capabilities and
encourage linkages with larger construction firms

An important consideration for Trust sponsored training i1s that, as
much a&s possible, the costs of training should be covered by the
participant businesses While this may reduce the number who apply,
the training is more likely to benefit those who value it enough to
pay The different types of training provided under the project are
described below

(1) Small Business Improvement Workshops

This project intervention directed at small businesses will be
organized and conducted where possible through business
assoclations The assistance will consist of two types of training
namely, short-term technical workshops and business management
improvement workshops

- Short-Term technical workshops will be organized on a
sectoral basis for groups of businesses Specific technical
assistance for various sectors have been i1dentified in such
areas as selection and use of equipment and materials,
production techniques, and quality control Examples of
businesses that c¢ould benefit from this type ¢of training are
garment producers and woodworking shops

W\



will be organized
on a sectoral basis for groups of business owners The

workshops w1ll focus on the four strategic business
functions as follows

- Marketing/Sales

- Production/Operations

- Finance/Accounting

- Personnel/Industrial Relations

All four modules will be conducted annually during the life of
the project Each mcdule wi1ill be tailored to meet the specific
needs of the participating businesses For example, marketing
and sales considerations are radically different for perscnal
services businesses than those for retail operations or
manufacturers

The workshops will be designed to enhance the learning of the
participants and to facilitate the application of new knowledge
and skills to their business environment In short, the
workshops must be aimed at changing the behavior of participants
by providing them with confidence-building learning situations
and basic management concepts

The learning situations will, as much as practical, be drawn
from the participating owners businesses

(2) Direct Business Management Assistance

This project intervention will be directed at small businesses
with significant growth potential, and 1s designed to compliment the
group training courses It will consist of individualized

training/consultancy for approximately thirty small business
owners The objectives are to

- Facilitate growth,
(measured by turnover, assets, labor force)

- Determine viability of participating business,
(measured by profitability and income}

- 4dd to the business knowledge and skills of owners,
The Business Development Advisor will manage and conduct

this component S/he w1ill conduct an initial situation
analysis of the targeted business Next, & business plan
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will be prepared with the clients participation The
Business Development Advisor, supplemented by additional
short-term technical assistance, as required, will provide
follow up advice during business plan i1mplementation

4 Strengthening Business Associations

Since June 1990, numerous developments have occurred which have
altered the business organization panorama in Swaziland Perhaps
the most i1mportant has been the formation in July, 1990 of the
Swaziland National Business Council (SNBC), an umbrella body of
eight Swazi business organizations The SNBC represents both larsge
and small business and its purpose 1s to facilitate dialogue both
within the private sector and between the private sector and the
GOS It may also become affiliated with the Southern African
Development Coordination Conference {(SADCC) network of regional
business councils

The project aims to strengthen several business organizations that
appear to be in the best position to provide leadership and services
to the Swazi business people who form the target population of the
project Strengthened business associations will have a positive
1mpact on Swazl businesses, as the associations increase their
capacity to provide greater and more varied services to thelr
menmbers

Given the fluid nature of business associations in Swaziland, the
project must retain flexibility both in the choice of specific
business associrations to receive assistance and in the determination
0of the precise assistance that is provided As several of the
ex1sting business associations represent women business persons,
activities under this element will directly benefit women

a) The various types of assistance could include

(1) Organizational advisory services
- Strategic planning
- Developing an action plan
- Membership development
- Improving internal management efficiency/budgeting

(2) Administrative and management personnel support
- Executive Director funding
- Membership/Administrative Assistant funding

(3) Commodities support
- Modern office equipment (fax, photocopy, computers,
typewriters, etc )
- Qffice furnishings
- Office space
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(4) Program strerg+thening support

- Reference materials including legislation trade
directories and publications

- Leadership training (in country)

- Newsletters/Publications/Directories

- Studies, seminars and conferences related to
improving the business environment for small
business growth

- Small i1nnovative activity support

General organizaticnal advisory services will be provided early on
in the project tc map out a program of assistance that is relevant
and appropriate to each association and to the achievement of
project goals Organizations selected by the SBGT Board of
Directors will 1nitially receive asslistance 1in developing a
statement of organizational purpose and goals and a strategic action
plan to meet these targets Based on these plans and an assessment
of the organization s needs and viability, SBGT will be able to
provide various types of strengthening inputs to selected
organizations These 1nputs will, of course, vary depending on the
unique circumstances surrounding each organization

The project provides for a pool of funds available to be programmed
flexibly for business association strengthening in the areas
described above Based upon the action plans and demonstrated
commitment to implement them on the part of association leadership,
further assistance can be provided in the areas of personnel and
administrative support, commodities, and program strengthening

b) Timing and Management

The General Manager of SBGT wi1ill be responsible for this project
component and will liaise directly with the heads of the various
business associations The Deputy Business Development
Adviscor/Training Coordinator will also have extensive contact with
the business associrations and will develop a detailed training
program with each assoclation

Following the completion of the organizational analysis of each
association, the SBGT General Manager will make recommendations to
the Board of Directors of SBGT for a final decision on assistance to
be provided The action plans will be reviewed annually to taxe
into account any changes that have occurred within the
organizations, as well as to monitor the success and progress of
various 1nitiatives

c) The Policy Environment for Small Business in Swaziland

Swaziland 1s one of the most private sector oriented countries 1in
Africa, as well as one of the most successful economically
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The GOS has a history ¢of a rather Laissez-faire policy tewards the
private sector, characterized by minimum red tTape ana i1nterrser=nce
In addit.on, Swaziland s mempership in the South Africa Customns
Union has permitted the free flow of imports from South Africa

This competition has 1nnibirted the development of strong local
production 1n a number of product areas

The GOS has several advisory committees, all within the Ministry of
Finance (MOF) These advisory committees include private sector
individuals and associations They meet on a regular basis and deal
with company and personal taxation 1issues as well as customs and
sales tax 1ssues These committees, however, are rather specific 1in
scope and do not consider more general policy 1ssues related to
small business

The SBD project will seek to encourage improvements in the overall
environment for small business in Swaziland, primarily by
faci1litating diralogue about small business concerns within the
public and the private sectors, and by improving the capacity of
business organizations to analyze constraints to small business
growth

To facilitate this dialogue the project will fund 8 person months
of technical assistance t¢ conduct analyses of both private sector
and public sector constraints to small business growth One of
these studies will be to examine constraints and alternative
solutions to full and equitable participation ¢f women 1n economic
activities in Swaziland Seminars, conferences and meetings of both
private and public sector persons to discuss findings of the
analyses will also be funded by the project and hosted by the
National Business Council The SBGT General Manager will assist the
SNBC i1in arranging for the studies and in organizing the discussion
forums

In addition to the project funded inputs, $20,000 in PD&S funds will
be provided by AID to sponsor a small business conference to discuss
small ousiness growth constraints among small business persons, the
GO0S and other i1nterested parties This event will be directly
contracted by USAID on behalf of the Trust It wi1ll be carried out
before the long term contractor arrives and 1s expected to assist in
maintaining small business i1nterest in the project while awaiting
actual project startup

Program Income

During the project, all earnings of the Trust generated by AID
financed inputs, such as fees for services, will be deposited 1into
an i1nterest bearing account to be used after the end of the project
to finance Trust activities which further small business growth in
Swaziland Exceptions to the use of such funds for the purpose
described above before the end of the project may be approved by AID
on a case by case basis
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IV COST ESTIMATE AND FINANCTAL PUAN

Presented below are Summary Budgets by Fiscal Year Foreign Exchange
and Local Currency Costs, Expenditures by Fiscal Year and Methods of
Implementation and Financing Table 1 shows Element costs by Fiscal
Year for AID project funding and the GOS contribution The project
budget contemplates 4 years of funding and 4 and a half years of
implementation The total AID funding has been estimated at $6 0
million with a GOS contribution 1n local currency equivalent to
$400,000 from Section 416 deposits, for a total project funding of
$6 4 million The major budget elements are

A Technical Assistance

The Technical Assistance budget element amounts to $3 9 Million or
865% of the total AID funding Technical Assistance funds a total of
19 person yvears of funding of which approximately 40% correspond to
two long term technical advisors for three years each and the other
60% 1s comprised of short term technical assistance

B QPERATING KIXPENSES

The Operating Expense budget element amounts to $1 6 million or 27%
of the AID total The Operating expense element 1s funding 68
person years of locally hired personnel at a cost of approximately
80 9 million and the balance of $ 0 7 million will fund the office
operations and the procurement of necessary furnishings, office
equipment, computer equipment, vehicles and its operation costs,
rents and utilities

C ) T P

The Evaluation, Audit and Project Monitoring budget element of the
project amounts to $0 5 million and will fund the cost of the USAID
project monitoring consisting of a full time Assistant Project
Manager for the first 9 months of the project plus 50% of a
long-term PSC for a total of 2 75 person years of technical
assistance provading project monitoring and follow-up In addition
this budget element provides the required funding for evaluation and
audits in years two and four The Trust Agreement requires audit of
the Trust s accounts This funding wi1ill cover those costs as well
as Non Federal Audit Requirements at the end of the Project A
baseline survey will be conducted the first year and will be
supplemented by PD&S funds to equal a total of $46,108 for this line
1tem

Jle
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Table 2 1s a Summary Budget dividing project cost by foreign
exchange and local currency costs
$4 0 million, and 33% or 32 0 rillion correspond to local currency
The GOS contribution 1s all in local currency from funds
derived from Section 416 Wheat Sales and will guarantee the credait

costs
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TABLE 1
v 3 RTSC
IN US 000 5
ELEMENT FISCAL YEAR AID GOS PROJ
DESCRIPTION 1 2 4 4 TOTAL EY91  TOTAL
Technical Assistance 1,384 1,088 1,151 289 3,922 - 3 922
Operating Expenses 451 374 366 405 1,596 1,598
Evaluation Audit &
Project Management 121 133 60 168 482 - 482
Credit Guarantee - - - - - 400 400
Total Project 1,956 1,605 1,577 862 6,000 400 6,400

component of this Project

01
D2
03

04

Foreign exchange costs are 67% or

IABLE 2
SUMMARY BUDGET RBY
FOREIGN EXCHANGE AND LOCAL CURRENCY COSTS
IN OS5 000 =
BUDGET AID
ELEMENT GOS8
DESCRIPTION EX LC TOTAL LC
Technical Assistance 3,590 332 3,922
Operating Expense 50 1,548 1,598
Evaluation Audit &
Project Management 392 90 482
Credit Guarantee 400
Total 4,032 1,968 6,000 400
£ .r - - -

P,
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Table 3 represents a projection of expenditures by Fiscal year

This project paper 1s scheduled to be approved in the latter part of
June of 1991 with an expected FY 91 obligation in July of 1991

Some expenditures are estimated to start in FY 1991 and continue
through to FY 1995

TABLE 3
PROJECTION OF EXPENDITURES BY FISCAL YEAR

IN U3 000 s

Fiscal

Year alD Gos IQTAL
1991 100 - 100
1992 1,800 400 2,000
1993 1,700 1,700
1994 1,500 1,500
19856 1,100 1,100
Total 6,000 400 6,400

Table 4 summarizes the project s Methods of Implementation and
Financing described by each of the three budget elements As can be
seen from this table the project contemplates a Direct Contract with
a US firm to provide most of the technical assistance services

The contractor will also assume the contracting of the short term
technical assistance and training required by the project and will
hire all the local personnel The Contractor will establish
accounting and administrative systems and manage the Trust s
business A passthrough cost has been budgeted for the first two
yvears of the project to cover the operational management of the
Trust

To allow for more rapid institutional contractor start-up, the
procurement of the office and other equipment will be handled by AID
as will be any emergency procurement that may arise in the project
implementation The baseline survey will also be procured directly
by AID At the termination of the third year of long term technical
assistance 1t is contemplated that the Trust will assume the role of
the employer of the local staff and the continuation of local
procurement and services

AID reserves the right of procurement for the Evaluation, Audit and
Project Monitoring budget element of the project
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T ABLE 4

METHODS QF TMPLEMENTATTON AND FINANCING
Element Amount Method of Method of
Descriptoon 000 s Implementation Einancing
Technical Assistance 3,922
Long term 2 199 U S Institutional
Short term 746 Contractor Cost
Training 519 No Advance Reimbursenment
Direct costs 108 Anticipated
QOverhead Passthrough 17 -
Construction-RHUDC 333 RHUDO Nairobi-IQC Direct
Reimbursement
Qperataing Fxpenses 1,596
U S Institutional Cost
Salaries 302 Contractor for Reimbursement
up to 2 years Management fees
Other QOffice 481 PILS approving paid under Direct
Operational Costs yearly work contract as
plans and Passthrough
budgets will be Direct Payment
the basis for with AID Advances
disbursement of under PILs
these costs
Qffice & Other
Equipment 213 Mission Issued
PIO/Cs, Direct Payment
Purchase Orders
or supply
Contracts
Evaluatiopn Audit and 482
Project Implementation
Project Monitoring 291 Mission Issued Direct/Payment
PIO/Ts to fund Reimbursement
USPsCs
Evaluation 161 Mission Issued Direct
PIO/T to fund Reimbursement
{IQC)
Audit 12 Mission Issued Direct
PIC/T +to (IQC) Reimbursement
and for local
Audit firm
Baseline Survey 18 Mission Issued Direct
PIO/T to (IQC) Reimbursement
TOTAL COST 8,000
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All cost estimates presented above are based on current (1991)
prices Since most of the project cost is attributed with start-up
in the first year or dollar costs of the long term institutional
contractor, inflation has been calculated at 5 percent per year and
limited contingency funds have been included

The budget analysis and estimate shows very tight funding, therefore
project implementation will have to be implemented in a very
congservative and judicious fashion It is expected that revenue will
be earned from certain project activities as well interest on the
loan guarantee fund All earnings will be utilized for project
purposes

Annex Jl presents a summary budget by element and fiscal year and

Annex J2 shows the detailed line 1tem budget for the Projects
funding

5‘?)
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v IMPLEMENTATION PLAN

The Management and Administrative Analysis Section of this
Implementation Plan discusses the roles to be assumed by AID, SBGT
and contractors during project implementation An illustrative
implementation schedule depicting dates by which critical actions
should be completed 1s included The institutional technical
assistance contractor hired to provide administrative support to the
SBGT will develop, on behalf of the SBGT, a detailed implementation
schedule shortly after arrival in the field The Procurement
Section of this Implementation Plan discusses methods of procurement
and lists services and other project inputs to be procured

A Project Management and Administration
1 Role of USAID

Qverall management of the project will be the
responsibility of the Project Development/Private Enterprise Office
(PD/PE) of USAID/Swaziland Under the project USAID will hire a
personal services contractor to act as AID s Project Manager for the
project S/he wi1ill report to the PD/PE at USAID

2 Role of the Swazi Business Growth Trust

The Board ¢f Directors of SBGT will have principal
responsibility for establishing Trust policy, approving workplans,
participating in fund raising efforts and participating with USAID
in the selection of the Institutional Contractor SBGT staff will
receive training from the Contractor to enable them to implemen-
Project activities during the project and to manage the Trust d ng
the last year of the project and thereafter

3 Role of the Institutional Technical Assistance
Contractor

For the first three years of the project, day-to-day SBGT
operations will be managed by an institutional technical assistance
contractor This will include directing SBGT operations, hiring,
training and supervision of its staff, procurement of supplies,
managing other operational costs, and designing operational
procedures and manuals i1in such areas as personnel, procurement and
accounting



This Contractor will be selected by AID with 1rput from
the SBGT Board through a competitive proposal process The
Contractor team will 1include two long term intermaticnally recruited
advisors one of which will act as General Manager of the Trust the
other will fill the SBGT position of Business Development Advisor
This Contract team will include a locally recruited Executive
Officer to provide administrative and accounting support to the
Contractor and the SBGT In the role of GM of SBGT, the Contractor
w1ll locally recruit, hire and supervise persons appropriate to fill
permanent SBGT staff positions The Contractor as GM of SBGT will
recruit all short term technical assistance advisors and trainers
for SBGT programs The methodology of identifing, recruiting and
contracting these short term advisors and trainers will be
appropriate for adoption by SBGT as a cost effective and sustainable
system for use by SBGT after the Contract has been completed Thus,
to the degree possible, these persons will be recruited locally,
possibly through a subcontract with a2 local Swazi firm

The staff of SBGT will number 17 including professional and support
positions Qf the 17 SBGT positions, three will be Contractor
direct employees, the General Manager (GM) as Chief of Party, the
Business Development Advisor, and the Executive Officer The
Executive Officer will continue as a direct employee of SBGT when
the technical contract is completed The other 14 positions will be
filled by SBGT employees funded under the AID grant The
Contractor, in the role of SBGT s General Manager, will recruit,
hire, train, manage and pay these 14 SBGT employees with funds
granted to SBGT but managed by the Contractor The Contractor will
be responsible for establishing management and accounting systems
for SBGT acceptable to AID before funds are released for SBGT staff
or SBGT programs While filling the position of General Manager, in
a custodial role, the Contractor will manage and account for AID
funds granted to the Trust

For the first three years of the project, funds to cover the cost of
SBGT employees salaries, office utilities and maintenance will be
made available through periodic advances under the terms of the
cooperative agreement to the SBGT but will be managed by the
Contractor in 1ts role as overseer of the Trust The TA Contractor
will be responsible for managing, accounting for, and billing
contract as well as SBGT Cooperative Agreement costs funded under
the project

Through their roles within the SBGT structure, the Contractor s long
term field team and short term consultants will complete the design
of and implement project components in small business credit, small
business training, business assoclation strengthening, small
business linkages to supply products and services to large firms and
the G0S, direct management and technical consultations with client
firms
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A particularly important fanction of the Contractor will be the
training of SBGT staff to enable them to manage the Trust upon
the departure of the Contractor This i1ncludes training in
management of internal financial and procurement systems to be
developed by the contractor A key part of this training will
be the training of board members and senior staff in fund
raising to enable the Trust to continue to provide services
after the project has ended The Contractor s SBGT staff will
also develop fee structures for services and training to be
delivered by SBGT In addition, it will continuously review
options for increasing the sustainability of SBGT through
earnings or cost savings

The Contractor will be required to develop a computerized
system for monitoring and evaluation of project activities,
develop life of project and yearly work plans, and prepare
biannual progress reports which describe headway against
project outputs for USAID monitoring purposes

Award fees will be set for the following targets

- The Contractor will provide the long-term field team within
45 days of contract signing

- The Contractor will provide to USAID, within two months of
the arrival of the long-term TA team, a Life-of-Project
Implementation and Monitoring Plan This plan wi1ll list all
outputs to be achieved under the project and all magor
activities required to achieve the outputs Quantifiable
targets for each output/activity for quarterly intervals will
be listed 1n consecutive columns in a2 spreadsheet Supporting
the scheduling of the targets, the implementation plan will
provide details of how scheduled targets are to be achieved,
who 1s responsible, what actions/physical inputs are required,
and when and where such actions are to take place Many of
these targets for interim project years will be negotiated into
the contract and associated with award fees

- The Contractor will establish a computerized system,
approved by USAID, for the gathering and recording of gender
specific information needed for project management and
evaluation one year after arrival of the long-term field TA
team
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- T»e Contractor will establish a computerized data base
aysten, approved by USAID, for the quarterly reporting of the
cost, source, origin, and location of 1tems procured under the
project

~ The i1nitial field team (Chief of Party and the Business
Development Advisor) will remain with the project in these
capacities for the initial three yeara of the project

- At the end of the contract, the Credit program will have
provided loans to at least 400 first time commercial bank
borrowers, with a default rate, at that time, not exceeding 5%
of loans 1issued

- At the end of the contract, the SBGT will have in place
viable management, personnel, financial and procurement systems
acceptable to AID, and is fully staffed with 9 trained
management/outreach employees and 2 trained data entry computer
operators

- By the end of the contract, the SBGT Trustees will have a
fund raising program operational and have successfully raised
funds to =ndow the Trust

- By the end of the contract, the SBGT will be i1mplementing a
plan, approved by AID, which demonztrates how its credlt, small
business training and direct management assistance programs
w1ll be sustainable after the end of the project Such
sustainablity should be demonstrated by actual and projected
earnings for services and by endowments obtained through
Trustee efforts

- By the end of the contract, a determination will be made as
to whether SBGT should be retained as an i1ndependent
organlzation or whether, within the objectives of the project,
some or all of 1ts functions and resources should be
incorporated 1nto an existing Swazl business organization

4 Role of RHUDO/ESA

For the construction component, RHUDO/ESA contractors will
provide on the 3job training in small works contract management
to small Swazi contractors, implement 11 workshops in
construction management for these contractors, advise the MOWC
on ways to regularize contractor registration and
categorization procedures and design a simplified system of
contracting small works
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B PROCUREMENT

1 Long and Short Term Technical Assistance for SBGT
Management

Except for the construction component, services
will be provided primarily through an AID direct contract for
technical assistance solicited on a formal competition basis
A Request for Proposals (RFP) will be issued by USAID/Swaziland
RCO Unless the offeror is a disadvantaged enterprise, not
less than 10% of the value of the offeror s cost proposal must
be set aside for subcontracting with disadvantaged enterprises
The contract will provide 72 person months of long-term
expatriate technical assistance, 36 person months of locally
recruirted long term technical assistance, 36 person months of
short-tern expatriate technical assistance 42 person months of
in-country training consisting of seminars, workshops,
conferences, and non-credit courses

Since this project is DFA-funded, Code 935 is the
authorized procurement code As required by DOA 551, Sectiaon
S5F, and the DFA Procurement Policy Recommendations and Africa
Bureau Instructions dated April 4, 1988 (88 State 105351) <the
following procurement limitations apply to the project

The long-term institutional contractor will be from the
U s Short term contractors will be from the US or from
Africa No long-term training will be financed under the
project, though short-term training will be either in the U S
or 1n Africa All air travel and transportation financed by
AID to and from the United States will be limited to U S flag
carriers, subject to documented exceptionsz, which will be made
sparingly Because U S flag carriers do not fly into Southern
Africa, non~-U § carriers will be used for this leg of flights
to and from the U S With respect to ocean shipping, the Cargo
Preference Act rules apply and to the extent commodities
financed under the project are shipped on ocean carriers at
least one-half of the gross tonnage of such commodities will be
shipped on U S vessels, i1f they are available at fair and
reasonable prices With respect to motor vehicles, because
left-hand drive vehicles cannot be used safely in Swaziland,
where vehicles are driven on the left, U S manufactured
vehicles cannot meet the needs of the project Therefore,
non-U S vehicles from Code 935 countries will be procured
Finally, U S goods and services will be procured to the
maximum practicable extent A brief summary of this DFA
procurement plant will be cabled to AFR/PD, indicating the
intended percentage in terms of dollars of both U S -based
commodity and TA procurement, including training The cargo
shipping plan will be forwarded to MS/0P/TRANS

e
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2 RHUDQ/ESA Supplied Services

For the construction component, USAID wi1ill buy into
a RHUDO/ESA contract to provide 155 working days of
international TA and 312 working days of local TA for on the
Job training 1in small works contract management to small Swazi
contractors RHUDO will also manage 11 workshops in
construction managenment for these contractors In addition 3
person months of technical assistance will be provided to the
MOWC to regularized contractor registration and categorization
procedures and to design a simplified system of contracting
small works

3 USAID Contracting for Project Monitoring, Evaluation
and Audits

JSAID will directly contract a four year PSC project
manager to monitor the project A short term assistant to the
project manager will also be contracted for nine months by
USAID to assist during the Small Business Project start-up

AID/MS/QCP will procure, through the AID IQC mechanism, two
project evaluations and audit services as needed

4 Equipment, Physical Space, Vehicles and Services

In advance of the arrival of long term technical
assistance, USAID will procure equipment, vehicles, lease
prhysical space for the Trust, contract for a baseline study,
and for a small business conference as follows

- The USAID Executive QOffice will procure office
furniture and will lease space for the SBGT offices

- AID/MS/OP/COMS/P will procure computers,
peripherals, software, fax machines, photo copiers,
telex machines and typewriters

The USAID RCQO will procure vehicles

The USAID RCO will contract for baseline work to
funded with both project and PD&S monies

The USAID RCO will undertake contracting of inputs
for a small business conference to be funded with
PD&S

4n 1llustrative list of services and equipment to be funded
follows on the next page

o

VAN
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Equipment Needed by SBGT

Abbreviations
GM General Manager
DGM Deputy General Manager
BDA Business Development Advisor
DEDA Deputy Business Dev Adv /Training Coordinator
BLM Business Loan Manager
EO Executive QOfficer
SBA Small Business Advisors
S Secretary
C Data Entry Clerk Typist
SBF Small Business Facilitators
GO General Office
BR Boardroom

Office Furniture
Desks - 20(1GM,1DGM,1BDA,1BLM,1E0Q,3SBA,1DBDA/TC, 4S,2C,

25BF, 2TDY)
Chairs - 28 (3GM,3DGM,3BDA,3BLM,2EC,6SBA,2DBDA/TC, 2SBF, 2C,
45,4TDY)
Bookshelves -10 (1GM,1DGM,1BDA,1BLM,1EQ,1SBA,1DBDA/TC,
1TDY, 2G0O)

Credenzas - 6 (GM, DGM, BDA, BLM, EO, BR)

Computer Stands - 12

Board Table and 12 chairs

Filing Cabinets - 6 four drawer(6S), 4 2-drawer (3SBA, 1BDDA/TC)

Reception Area furniture -- 1 scofa, 2 coffee tables, 2
armchairs, 1 lamp

1 bulletin board

Coffee pot or hot water heater

Set of coffee cups

Fax Machine
1 GO for Mbabane,
1 GO for Manzini

Photocopy machine
1 - GO

Computers
12 - Hard disk desk top (1GM, 1DGM, 1BLM, 1BDA,
1DBDA/TC, 4S5, 2C, 1EOQ)
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Printers

L Laser printer (BDAszec y)

2 - Letter quality(1GMsec y, BLMsec y)

4 - Near letter quality(BDA, shared with DBDA/TC, TDY
office)

2 - Dot matraix (C)

s

2 - one in Mbabane and one in Manzini
Software

Word Processing

MSDOS

Lotus

DBASE

Bank software

Sideways Printing Progran

Typewriters
4 - 45
Telex Machine
1 - GO
Vehicles

4 (1GM,1BDA, 2 Credit program)
These vehicles will a sedan for the GM, a station wagon
for the BDA and two pickups for the Credit Program

Other Operating Costs

Qffice Rental (470sq meters total for offices in Mbabane
and Manzini)

Utilities

Communications

Stationery and Supplies

Cleaning

Vehicle Petrol, Haintenance and Insurance

Postage
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ANNEX

Staff of SBGT

Total Staff ~-- 17

Professional Staff

General Manager (Begins in year 1 Funded for 36 months

Deputy General Manager (Begins in year 2 Funded to PACD )

Business Development Advisor (Begins year 1 Funded for 36

months)

(1) Deputy Business Development Advisor/Training Coordinator
(Begins 1n year 1 with funding to PACD)

(1) Business Loan Manager (Begins in year 1 Funded to PACD)

(3) Small Business Advisors (2 begin in year one , 1 begins 1in

in Year 2 All funded until PACD )

(1) Executive Officer (Begins year 1 Funded for 36 months as
employee of technical contractor, thereafter funded to the
PACD as a permanent employee of SBGT

(2) Small Business Facilitators (1 in Year 2, 1 in Year 3 All

funded to PACD )

1
1
1

et e e

Support Staff

(4) Secretaries (4 begin 1in year one All funded through PACD )
(2) Clerks (1 begins in year one, the other in year 2 Both
funded to PACD )

Configuration of SBGT Staffing

Ivo International -- General Manager, Business Development
Advisor
Four Local/Regional -- Deputy General Manager, Deputy Business

Development Advisor/Training Coordinator, Business Loan Manager,
Executive Officer

Eleven Local -- Small Business Advisors (3), Small Business
Facilitators (2), Secretaries (4), Clerks (2)
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SBGT
Phase in of Staff
Month 0 Month 12 Month24 Month 36 Month 48
GH

DGM

BDA

DBDA/TC

BLM

SBA

SBF

SBF

EO

aQ a v om0
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VI PROJECT MONITORING AND EVALUATION
A Menitoring

A Project Manager, reporting to the Project Development
Private/Enterprise Office in USAID, will be funded under SED to
moniter the project and to provide coordination between USAID
and SBDF Through regular site visits and review of
implementation documents s/he will assure that the project 1is
being i1mplemented in accordance with standard AID project
implementation requirements as specified in AID Handbooks and
other official guidance

{aQ
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In addition the Regional Contract Officer will provide overall
management of the contract with the i1nstitution or firm
selected to provide technical assistance to the SBGT and the
Cooperative Agreement with the SBGT 1tself The USAID
Controller s Office will monitor financial aspects of the
project, providing financial reports to the Project Manager and
other interested parties in the Mission Finally, a USAID
Project Committee will follow the progress of the project and
periodically meet to discuss and advise on project 1ssues

Project monitoring will be conducted to assure timely
inmplementation progress against planned objectives The basis
for monitoring will be a time-phased LOP implementation plan
which will be updated annually The SBGT General Manager will
be responsible for the preparation of the plans and for
training SBGT staff in their preparation

These plans will be prepared and presented on spreadsheets
Listed in the first column of these spreadsheets will be all
outputs to be achieved under the project and all major
activities required to achieve the outputs Quantifiable
targets for each ocutput/activity for quarterly intervals for
the remainder of the project will be listed 1n consecutive
columns i1n the spreadsheet

Suppeorting the scheduling of the targets, the implementation
plans will provide details of how scheduled targets are to be
achieved, who 1s responsible, what actions/physical inputs are
required, and when and where actions are to take place As
necessary to clarify the plans, other analytical tools such as
pert or Gantt Charts may be used and presented

The LOP implementation plan spreadsheets will be the basis for
quarterly reports to be prepared by the General Manager and
presented to USAID These reports will 1) report progress
against targets specified in the LOP work plan and 2) report on
any problems/constraints to meeting these targets and 3)
provide plans for their resolution They will be used by the
Project Manager 1in preparing Project Implementation Reports
(PIRs) which are the basis for USAID biannual project reviews
As such, they will be used as a formal, systematic reporting
tool for project achievements, to identify implementation
problems, and as the impetus for implementation problem solving

Included in these quarterly reports will be a data base list of
1tems procured under the project including the cost, source,
origin and current location
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B Evaluation

The technical assistance contractor will establish a
computerized system for the gathering and recording of gender
specifie information needed for project management and
evaluation The system will incorporate data sheets to be
completed at each stage of contact between SBGT employees and
project beneficiaries On a daily basis, the data sheets will
be entered into the SBGT tracking system by a data entry
clerk The data wi1ill be used to generate reports necessary for
day-to-day management and implementation and for periodic
proJject evaluations In addition to these reports, the
participating bank under the credit component will provide
financial reports on loans which will also be used for
monitoring borrowers

To establish a basis for project evaluation, an initial
baseline study, funded with PD&S funds, 1s i1n the final stages
of editing and will be available before significant project
activities are initiated The baseline study will provide
most of the information needed from which to measure project
impact However, late 1n the project design process, an AID
Washington team recommended additional project indicators to be
followed under the project As a result, $27,833 1n PD&S
monlies, to be obligated under the project for this purpose, and
$18,275 in project funds will be used to develop this
additional baselaine These indicators will be developed in the
first year of the project and will concentrate, to the degree
possible, on easlily-obtained, firm-level criteria Monitoring
of these indicators by the Contractor, SBGT Management, and
USAID/PD/PE (through reports generated by the computerized
monitoring systems discussed above) on a periodic baslis over
the life of the project will allow USAID to view the changes 1in
specific firms receiving projJect assistance More qualitative
indicators such as enhanced management capability, better
bookkeeping and business planning skills will be captured
through the field reports discussed in the previous paragraph
The SBGT General Manager will provide USAID with a plan for
monitoring the control group

The baseline survey dlscussed above will be updated at the end
of year three of project implementation Subject teo
availability, about 380,000 in PD&S 1s expected to be used to
fund the survey using a buy-in to an AID Central Contract The
survey will be used for impact reporting and in development of
a follow-on project This survey will be expanded to include
data on micro businesses without a fixed location and will
include a closer examination of rural small and micro
businesses to determine the feasibility of future SBGT program
interventions with those groups
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Using the data generated by the project s computerized tracking
system, two project evaluations will be completed through
buy-ins to AID Contracts or through AID IQCs The PD/PE office
w1ll be responsible for drafting scopes of work and PIO/Ts

The first evaluation 1s scheduled in 1993 and will be used for
both i1mpact reporting and to make mid-stream adjustments in the
project The second, and final evaluation will be carried
out three years from the initiation of project implementation
It will be used for impact reporting and to assist in the
refinement of USAID s follow-on project

VII SPECIAL CONSIDERATIONS AND COVENANTS

SBGT will be a new institution Since it will be managed in
all respects for the first three years by an institutional
contractor capable of meeting AID requirements in financial
controls and procurement a cooperative agreement may be signed
with the Trust However, after three years the contractor will
be phased out and the Trust must be prepared to demonstrate
that 1t has the capacity at that time to manage AID funds
Therefore before funding may be obligated for the fourth year
of the project, the Trust must demonstrate to AID that 1t has
the capability to manage AID funds

As a covenant, the Trust, i1n keeping with a private sector
orientation, will to the degree possible, identify and
implement procedures to sustain the organization through cost
recovery for services rendered

As a covenant, the Trustees will seek to raise funds to endow
the Trust and to participate in fund raising training programs
provided under the project

As a covenant, during the project, the Trust will use 1ts full
resources to implement the project activities described in the
Cooperative Agreement

&%
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LOGICAL ERAMRNORK

SWAZI BUSINESS DEVELOPMENT PROJECT

GOAL

The goal of the project is to
10crease Suazl incomes and expand
the employment generating capacity
of Swazl buslnesses

10BJECTIVELY VERIFIABER INDICATORS
¢

P N Ll L T N

- [Rxpanded sales by program participants

Increased assets of prograa participants

Increased employment by participating
firns

Imcreased net earnings by participating
firas

{NRANS OF VERIFICATION 1 ASSONPTIONS
{

Overall economic conditions continue
to be strong

]
‘- Baseline study

- SBGT KIS reports
- Demand exists for SME production and
services

- Surveys of participating firas

- SME dewand for credit, technical
assistance and training 15 high

- Midtera and final evaluations

PogpoSK

The Purpose of the project is to
stiaulate the grouth of established
Swazi owned businesses

KD OF PROJECT STATOS (EOPS)

(]

1 25% of the project serviced businesses
will have increased in siae as indicated
be increases in one or more of the
follouing wuaber of eaployees, sales
tarnover and/or assets

25% of the project serviced busimesses

will have demonstrated an improvement in
financial bealth as evidenced by improve-
ments in the following net eqanity position
and current fimancial ratios

- e - - -

MEANS OF VERIEICATION ASSOMPTIONS
Increased access to credlt and improved
basiness knouledge and contacts uill
lead to small business growth

- Baseline study
SBGT MIS reports
- Sarveys of participating firas

- Hidterw and final evaluations

QUTPUT CONPONRNTS

1 Swazi boslmess persons have
increased access to commercial
credit

- Eran e em M e e G e . e W B R B B W WA e e W W

0GTPOTS

1

500 first time borrowers will have
received business loaas

25% of these borrowers will have
received repeat loans

HEANS OF YERIFICATION ASSUMPTIONS

- Baseline study - Procedures for providing credit,
technical assistance, and training are

- SBGT MIS reports appropriate to SHB community

G0S and Business Associations are

comnitted to promoting small businmess

- Surveys of participating firas

- Hidtern and fioal evaluations
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LOGICAL FRAMERORK

SWAZI BOSINESS DEVELOPMENT PROJECT

!

page 2)

04TPOY CONPONENTS

Business associatioas will be
providing additiomal services to
Swazl businesses and represeating
their Interests in dialogoe with
the GOS and other interested
parties

Snall Swazsi businesses who have
received project inputs are

providiag goods and services to
large bosinesses and/or the GOS

QOuners/eaployees of small businesses
will have improved busimess skills
in one or mcre of the following
planning, management, fimance,
sarketing or technical areas
financial and techaical skills

1 00TROYS

e . G R B A B e S e E e R T T S P R W R e e S G e S T W e B S m e e -

2

-

T busimess associations will have produced
and are implementing action plans to
provide imcreased training and

services to their meabers

140 snall business improvement courses
will have beea provided to the busimess
cosmunity lo coordination with business
associations

3 policies constraining small Smasi
business growth will have been amaiyszed
and discussed 1n meetings uith
respoasible parties who bave the ability
to influence or implemeat policy changes

15 small businesses will be providing for
the first time, goods and services to
larger businesses and/or the GOS

10 small Swazi comstroction firas will
have ar increased number of contracts
with the GOS

1700 business omners/employees will
have received business trajaing or
technical assistance under the project

HEANS OF VERIFICATION
Baseline stody
- SBGT HIS reports
- Surveys of participating firms

- Kidtern and final evaluations

VASSUMPTIONS

e e e - e w e EE e R - e. e R R N Ee RS e e BT Wm e B e ea Ba - - - W .-

Procedures for providing credit,
technical assistance, and tratning are
appropriate to SMB community

GOS and Business Associations are
coamitted to promoting small business
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ANNEY B

ECONOMIC ANALYSIS

A Project Definition and Alternatives

The Swazi Business Development (SBD) Project 1s designed to
stimulate the growth of the micro and small enterprise sector
This objective was chosen because of mounting concern on the
part of USAID and the Government ¢of Swaziland (G0OS) that the
indigenous business sector has not participated in nor
benefited substantially from the strong economic growth of
recent years The lack of development in the largely
indigenous Small and Medium Enterprise Sector (SME) sector and
a persistent structural gap between the foreign-dominated
medium and large firms and the domestic small firms has limited
the multiplier effect of foreign and domestic investment By
building a base of indigenocus small and medium-~sized firms that
can provide products and services to large enterprises, the GOS
(which accounts for a significant percentage of domestic
investment) and other specialized markets, the benefits of
foreign and domestic investment will be more widely

distributed Where the cost of providing these goods ana
services 1n-house or of importing them from South Africa 1is
high, an increased local capability to provide goods and
services will improve overall economic efficiency

An alternative approach to addressing the lack of Swazi
participation in the benefits of economic growth would be to
promote more foreign investment in labor-intensive industries
However, prior foreign investment, while 1t has benefited the
overall economy, has not resulted in the broad growth of the
indigenous Swazi business sector Furthermore, the nation s
leadersnip has spoken out strongly against the concept of
Swaziland becoming a nation of workers in foreign-dominated
enterprises Sustainable development 1implies a greater
degree of direct Swazi participation in economic growth and
development than occurs now So, concerns about equity and the
ability to control factors that might affect the project s
outcome led to the rejection of the foreign investment
promotion alternative

B Methodology

The objective of the SBD Project - to stimulate the growth of
existing micro and small businesses -~ 1s difficult to measure
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and value While growth 1n the numoer of a firm s employees 1s
used as the primary indicator of business growth, the project s
aims are nmuch broader than employment creation As i1ndicated
above, the project 1s trying to bhoost the multiplier effect of
foreign and domestic i1nvestiment by increasing the size and
efficiency of the small and medium size business sector,
therefore allowing these businesses to take advantage of
opportunities that arise The equity content of this purpose,
1 e , greater Swazi participation in the business sector, makes
1t virtually impossible to attach a value to the benefits of
the project Furthermore, the experimental nature of the
so-called 1linkage activity and the institution building
aspects of several other project activities make 1t difficult
to establish a direct causal link between project inputs and
the i1intended results These factors suggest that a traditional
benefit-cost analysis 1s not feasible and that cost
effectiveness analysis is the appropriate methodology for an
economic assessment of this project

Cost effectiveness analysis 1s used i1in circumstances where
project benefits are difficult to quantify or wvalue This 1s
often due to the essentially non-monetary nature of the
benefits Insufficient knowledge apout the causal relationsnip
between the project s outputs and the achievement of the
overall objective also makes 1t difficult to quantify and value
benefits Both of these factors are at worx in the SBD project

One way of measuring cost effectiveness 1s the least cost
approach This approach seeks to minimize the cost of
achieving a given level of effectiveness The inputs are
examined in terms of what they are expected to accomplish, and
1t 1s considered whether there 1s a less costly way of
achieving the same result This 1s the type of analysis that
w1ill be used to evaluate the SBD project The expected
benefits of each project component will be discussed, along
with the inputs associated with each component, and the
rationale for the choice of inputs will be analyzed

C Project Components
1 Linkages and Construction Management Assistance

The project s effort to foster the establishment of contracting
relationships between large and small firms (referred to as
linkages ), 1s experimental in nature and intended to have a
demonstration effect Much of this component s efforts will be
aimed at improving the flow of information and building a sense
of trust between the large and small firm sectors, and
demonstrating that linkages can be beneficial for both
parties Once the larg= firms, 1n particular see that thesse
types of contracting relationships can work and are in the.r
economic¢ 1nterest, they will be more inclined to seek them on
their own 1nitiative



-58-

The development of linkages will be 1input intensive One Long
term technical advisor will be responsible for facilitating
these linkages, and 1t 1s anticipated that this individual will
work with about 30 firms to provide them with direct managenent
assistance, during the life of the project A local
counterpart will take over the position during the final year
of the project The firms may also require additional
specialized short term technical assistance (STTA} or training,
to be drawn primarily from sources in the southern African
region

The design team considered three alternative approaches a)
reducing the amount of direct management assistance and
substituting training which could access a much wider number of
beneficiaries for a much lower cost, b) reducing the amount of
direct management assistance and substituting increased
promotional activities to encourage the development of
linkages, and c) using less expensive, locally recruited
resources to provide the direct management assistance

Saving on direct management assistance by increasing training
would ostensibly reduce costs significantly (or alternatively,
for similar cost allow access to a much wider group) However
this approach would suffer a number of severe operational
limitations which would render 1t ineffective The initial
target group for the development of linkages 1s relatively
small Many of the businesses have highly specific 1ssues
which need to be addressed before linkages can be established
It would not be practical to address these 1ssues purely
through general training Also, given the need to establish
successful linkages as role models, training may not act
quickly enough, particularly as many proprietors may not be
fully aware of the areas i1n which they are weak Given the
training already to be provided by the project, further
training to address the specific area of linkages 1s not
appropriate

Encouraging linkages through additional promotional activities
to persuade the larger businesses to establish subcontracting
relationships would also reduce costs However 1t would also
suffer severe limitations in meeting project objectives The
malin barrier to linkages is the perception by larger firms that
many Swazi businesses do not meet the quality and service
standards required This 1s 1n part because of difficulties
the smaller firms have in the area of planning, personnel,
costing and general management, as well as production and
quality control directly Until these 1ssues are resolved,
successful linkages will not be forged Indeed, 1t would be
highly prejudicial to project objectives to attempt to forge
linkages without also ensuring standards are raised to meet the
contracting companies regquirements
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Using a Locally recruited person as the LTTA, would be cheaper
However, given the poor state of relations between the small
and large firms, a neutral individual from outside the country
1s required, at least initially, to command the confidence of
both the large and small firms This 1s particularly so
because a key part of the LTTA s role 1s promotional activity
For this, some one with a similar background to the managers of
the larger firms is to be preferred

While the level of inputs 1s high considering the small number
of linkages to be established, 1t 13 anticipated that this
endeavor will have a demonstration effect for other firms

The Construction Management Assistance (CMA) program 1s a
sub-component of the linkage program The program s objective
1s to 1mprove the ability of Swazi contractors to undertake
larger construction contracts including those of the GOS The
benefits of this program are twofold, the Swazi contractors
w1ill be able to do more business, thus providing more
employment, and more of the Government s capital program will
be completed The GOS was only able to carry out 66% of 1ts
planned capital budget in FY38,/89 The causes of this have
been documented in a study by the Harvard Institute for
International Development and will not be explored here The
GOS s capital projects are, however, critical to the overall
efficient functioning of the economy, where essential
infrastructure 1s lacking or in poor repair, economic growth 1is
hindered

Inputs for CMA consist largely of locally and regionally based
STTA, which 1s far less costly than ainternational technical
assistance The advisors will work with contractors
individually and 1in groups to strengthen their management
skills The number of firms the project expects to assist, at
least 1nitially, 1s small - i1in the range of 8 - 12 If
successful, however, the program may be expanded without the
help of project funds Local expatriate firms have expressed
interest i1in providing similar assistance toc Swazi contractors
on a volunteer basis as well as matching the training fees paid
by the small contractors to fund the program on an on-going
basis

2 ©Small Business Credit

The project s credit component will guarantee loans
predominantly in the E1,000 to E20,000 range The credit wall
be offered at commercial interest rates and is meant to provide
small business people with the means of establishing a
favorable credit record so that subsequent larger locans can be
obtained directly through the banking system

,q@
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Commercial banks are unwilling to make small business loans for
two reasons, the high transaction cost involved and the general
lack of collateral due to Swaziland s land tenure system From
the banks perspective, such locans are both uneconomic and
involve an unacceptably high level of risk From society s
perspective, 1t may well be worth making a loan to a viable
small business because the locan enables 1t to improve the
efficiency and value of 1ts operations to the point where
further loans are commercially viable The employment that may
be generated by an expanding business would be valued by
society While a commercial bank 1s not able to capture all
the benefits of providing the loan to a small business, from
society s point of view, there 1s value i1in making that loan

The inputs required for this project component consist of the
guarantee funds, local technical assistance in the form of a
loan manager and loan officers, staff training and commodities
to support the operation A small amount of STTA will be
provided to guide the launching of the program

The design team considered two alternative approaches a)
establish an intermediary credit ainstitution, and b) put 1in
less management effort but accept a higher default rate

Establishing an intermediary credit institution would allow the
credit unit to make a spread between the interest rate 1t pays
on money borrowed from the bank and the rate at which 1t lends
to clients This spread 1s likely to be around 4%, although
against this the unit would have to meet higher banking charges
which would otherwise be borne by the clients However, if
this were done 1t would be necessary to establish suitable
accounting systems to monitor the different client accounts
This would be expensive and would be unlikely to be economical,
given the scale of operations likely in the short run The
option selected makes use of the banks existing accounting
systenms

The option of reducing management effort but accepting a higher
default rate would save considerably on personnel costs Thais
1s not really an acceptable option, however It would
encourage dependency, and create a poor public image for the
banks The cost of the defaults would be high (an i1nitial
default rate of 30% 1s likely and this would probably rise with
time) and the participating bank would certainly not provide
any gearing so the funding costs would be considerably greater

While the level of inputs 1s substantial, experience has shown
that, at this level of credit, simply providing funds with no
additional technical support will not work Business people
need assistance 1n managing the credit and possibly other
aspects of their businesses appropriately Employing full time
staff which can develop on-going relationships with clients 1is
the only alternative for developing a viable loan program
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3 Strengthening of Business Organizations

The main purpose of strengthening business organizations 1s to
improve the flow of information both within the business
community and between the business community and the GOS Lack
of networking ana coordination within the business community
can ralse transaction costs to the point where economically
viable transactions do not take place This 1s a market
failure that can be alleviated by the presence of functioning
business organizations

In the policy area, a number of policies and procedures have
been 1dentified that raise costs, either directly or
1ndirectly, for small businesses Where these can be changed
without 1mposing additional costs on society, 1t 1s 1in

society s 1nterest to do so The business community needs a
mechanism for presenting these 1ssues i1n a unified manner, and
1t 1s anticipated that one of the business organizations, the
Swaziland National Business Council, will perform this role,
with support from the project

The 1inputs for this component include STTA, personnel and
commodity support for some of the organizations, and support
for external training and conferences for organization

leaders The project s Chief-of-Party will also serve as a
technical advisor for the business organizations The
rationale for these inputs 1s that the organizations cannot
really serve their members without a minimal infrastructure

It 1s expected that as the organizations programs develop, they
w1ll be able to provide more of their own basic support through
members dues and other contributions But they will not be
able to collect dues until they have demonstrated to their
members that they are providing worthwhile services
Furthermore, the project will ensure that the sincerity of each
organization s efforts are demonstrated through developing a
strategic plan and carrying out initial steps without the
assistance of the project

Unti1l the strategic plans have been prepared, the precise
nature of the support to the different associations will not be
determined Accordingly, 1t is not practical to consider
alternatives for a least cost analysis at this stage In
effect, provision 1s made for the most efficient use of
resources to be determined during the implementation of the
project as the ability of the different associations to serve
the needs of their members becomes more clearly demonstrated

4 Training
Trainirg 15 1ntegrated into all of the pro,ect s components but

1s treated separately here since 1t represents such a
significant portion of the project s activities Numerous
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surveys of SMEs in Swaz.land have corfirmed a vast unmet demand
for training in business and financial management and techn.cal
areas While 1t 1s difficult to directly translate the
benefits of training i1nto monetary terms, there 1s at least an
indirect relationship between training and business

performance To the extent that businesses are managed more
efficiently and produce better quality products (assuming
sufficient demand for the product), net income will increase

The challenge confronting project designers 1s to design a
training program that balances cost and effectiveness
Experience has shown that at the microenterprise level,
classroom training 1s the least effective form of training

The most effective form of training for this group is
1ndividualized, one-on-one counselling over an extended period
of time The dilemma, of course, 1s that this form of training
1s quite expensive

The design team has recommended an option that falls midway
between these two approaches small workshops conducted with
groups of clients working in the same or similar types of
businesses To ensure that these workshops are as practically
orirented as possible, the project s training coordirator will
work on developing appropriate methodology and materials with
the i1nstitutions delivering the training The use of local and
regional training resources in combination with a local
training cc rdinator who may, 1n some cases, also do training
of trainers, 1s the least costly way of providing meaningful
training

The training coordinator will act principally through the
training associations who will be the leaders in the provision
of training This will help to enhance the image of the
assoclations as the providers of useful services to their
members

The alternative considered by the design team was to establish
a full training facility within the Foundation This would be
more expensive, because 1t would require additional full time
staff to provide the range of expertise required, and would not
take advantage of any inputs provided by the business
associations An in-house facility may give more flexibility
in setting up and running the reguired courses on a timely
basis, but 1t would fail to reinforce the business association
strengthening efforts The additional cost did not seenm
Justified

“3



ANNEY C
INSTITUTIONAL ANALYSIS

The Swazi Business Growth Trust (SBGT)
Project Implementing Mechanism

The SBD project will be implemented over a four and a half year
period with LOP funding of six million US Dollars The project
w1ll be funded through a Cooperative Agreement with the
.mplementing entity

The 1mplementing unit will be The Swazi Business Growth Trust
(SBGT) which w1ll be established prior to the start-up of the
project SBGT wi1ll be a private, tax exempt, non-profit trust
establisned under the laws of Swaziland It wi1ll be constituted
specifically to implement the project, subject to the Cooperative
Agreement SBGT wi1ll have a Board of Directors waith
representatives mainly from the private sector that will provide
overall guidance for project i1mplementation The operating
philosophy of the organization will be that of a business rather
than that of a philanthropic organization

Day-to-day project activities will be managed by SBGT, 1in part
througn operationai staffing by a direct AID contract with an
institutional contractor who can demonstrate extensive experience
in private sector, especially small business, project development
and management This Contractor will be selected by AID, with
input from the SBGT Board, through a competitive proposal

process The Contractor will field a team of (two) long term
aavisors, 1ncluding the Chief of Party, who will be the General
Manager (GM) of SBGT and the Business Development Advisor Other
principal officers of the SBGT will be the Deputy General Manager,
the Deputy Business Development Advisor/Training Coordinator, the
Business Loan Manager They will be recruited as employees of
SBGT by the Contractor in the role of GM of SBGT The Contractor
w1ill also be responsible for recruiting and supporting all short
term advisors, and for arranging the purchase and shipment of
commodities

The staff of SBGT will number 17 including professional and
support positions Of the 17 SBGT positions, three will be
Contractor direct employvees, the General Manager (GM) as Chief of
Party, the Business Development Advisor, and the Executive
Officer Upon completion of the Contract, the Executive Officer
w1ill be employed by SBGT as a direct employee The other 14
positions will be filled by SBGT employees funded under the AID
grant The Contractor, in the role of SBGT s General Manager,
w1ill recruit, hire train, manage and pay these 14 SBGT employees
with funds granted to SBGT but managed by the Contractor The
Contractor wi1ill be responsible for establishing management ard
accounting systems for SBGT acceptable to AID before funds are
released for SBGT staff or SBGT programs As General Manager, in
1ts custodial role the Contractor will manage and account for AID
funds granted to the Trust



The principal structures of SBGT will be

1 A_Roard of Directors of nine persons composed of
respected individuals who are committed to the purpose of the
project and who are willing to serve These persons will be
drawn mainly from the Swazi business community The composition
of the Board will include two representatives of small
businesses two representatives from large businesses, two
professionals from firms, universities, or parastatals who have
major private sector related responsibilities and orientation,
one business organization leader to represent business
organizations, one representative from the commercial bank which
participates in the credit program, and one GO3 representative
nominated by the Ministry of Commerce, The Chairperson and
Deputy Chairperson will be elected by the Board from among the
group of nine One non-voting observer seat will be held by a
representative from AID during the project only

Board members will serve a three year ternm Each Board member
w1ll be eligible for reappointment for an additional three
yvears New Board members will be appointed by the Board,
subject to approval by USAID

The Board s chief role will be non-executive, providing overall
guildance to the project and setting the general policies of
SBGT, acting through the General Manager The Board will
approve the yearly work program for SBGT activities and upon
recommendation from the General Manager the specific activities
planned under the business association strengthening component
of the project The Board will also play a role in promoting
SBGT in the Swazi community It will not be involved in SBGT s
day-to-day operational matters, nor will 1t take part 1in the
loan review process The Board will also have a fund-raising
role and will be responsible for planning the future of SBGT
when USAID project funding ceases

The Board will hold quarterly meetings as well as convene other
meetings considered necessary A quorum wi1ll consist of five
members In a situation where the vote 1s tied on a given 1issue
the Chairperson shall cast the deciding vote The Board will be
paid Board fees from project funds provided to the Trust and
managed by the Contractor, for meetings attended at a level
consistent with common practice, probably once a quarter

Absence from two consecutive quarterly meetings will be cause
for removal from the Board Exceptions to this policy may be
made by the Chair for reasons of illness or other extraordinary
events Additional details concerning the role of the Board may
be found in the draft Deed of Trust, Attachment 1 to this Annex

A
Ny
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2 & Busineas Advisorv Grouyp will meet periodically to
provide feedback to the General Manager on project activity and
effectiveness This group will be drawn primarily from the
small business community although other interested parties
concerned with small business development may be included
Candidates for the Advisory Group may be nominated by members of
the Board, the SBGT GM, business organizations, USAID and the
GOS These advisors will ensure that direct dialogue and
feedback from the beneficiary group occurs throughout project
implementation The Business Advisory Group s role will be
purely consultative It will not have any policy or operational
authority in SBGT The General Manager will, however, report on
the Advisory Group s input to the Board of Directors In
addition the General Manager will develop and present to the
Board for approval the administrative guidelines for the
Advisory Group s participation in the Trust

3 & General Manager (GM) will be recruited
internationally as part of the institutional technical
assistance contract to manage day-to-day activities of the
projJect and set up the SBGT office and procedures The General
Manager will be responsible for the administrative and technical
direction of the project As secretary to the Board and a
non-voting member, s/he will prepare Board meeting agendas as
well as minutes and will also serve on the Loan Committee The
GM will produce SBGT s life-of-project and annual work plans and
w1ll be responsible for all reporting to USAID S/he will
review terms of reference and manage all short and long term
technical assistance provided under either the institutional
contract or the cooperative agreement The GM wi1ll also recruit
and train the Deputy General Manager and assure a smocoth
transfer by the end of the project

As head of SBGT, the GM will promote the SBGT concept and
programs 1n the Swazi business community and will have specific
responsibility for the business association strengthening and
policy component of the project The institutional contract
will fund the General Manager for the 1nitial three years of the
project S/he should possess extensive experience in small
business development and the development and management of
business organizations

4 A Deputy General Manager (DGM) will be recruited
locally by the beginning of year 2 of the project as a direct
employee of SBGT The DGM will report to the GM and wi1ll act as
GM in his/her absence This person will be expected to replace
the GM at the end of the project period and would gradually take
on all responsibilities of the GM during the life of project
The DGM will serve »n the Loan Committee Tha nther
professional staff members of SBGT will report through the DGM
to the GM
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5 A _Business Development Advisor (BDA) will be recruited
internationally and be employed by the US contractor for a
period of 36 months S/he w1ll be responsible for the business
linkage component of the project and for organizing direct
management assistance to Swazi companies In addition, the BDA
w1ll manage the construction management component of the
project, liaising with the A I D Regional Housing and Urban
Development OCffice (RHUDQ) Nairobi Short-term technical
assistance to Swazi construction firms and the MOWC will be
provided through contracts arranged by the Nairobi office of
RHUDO The BDA will recruirt, manage, and train the Deputy
BDA/Training Coordinator, who will take over the BDA function at
the end of year 3

6 A _Deputy Business Development Advisor/Training
Coordinator (DBDA/TCY will be hired as a direct employee of the
Trust to coordinate the project s training component and to
replace the DBA at the conclusion of the project The DBDA/TC
will report to the Business Development Advisor and will work
closely with the business assoclations receiving assistance
under the project to design small business training courses

7
Advisors (SBAY The BLM will manage the SBGT credit program
S/he will be hired as a direct employee of the Trust Although
the Business Loan Manager will report to the Deputy General
Manager, s/he will have considerable operational autonomy and
will be responsible for the success of the credit division The
BLM will recruit and develop the Small Business Advisors and
will establish policies and procedures for the credit program
S/he will chair the Businesa Loan Committee which, in addition
to the BLM, will be comprised of the GM, DGM, the BDA and the
DBDA/TC The Business Loan Committee will approve or disapprove
all loan applications

The Small Business Advisors will be responsible for
viaiting potential loan recipients identified during the
bazeline survey, assisting applicants in the preparation of
business plans and locan applications They will also be
responsible for monitoring loans and for delinguent loan
collection They will also identify training needs of credit
beneficiaries Two SBAs will be recruited in year 1 and one
more will be recrulted in year 2

8 An_Executive Qfficer (EQ) will be employed by the
central contractor to set up office systems and procedures, 1o
procure office equipment and other commodities and to prepare
invoices and financial reports for the contractor as well as
SBGT This person will be recruited locally and will be funded
for 36 months under the contract and for 12 months as a direct
employee of SBGT
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9 Four secretaries (§) and two Data Bntry Clerk
Typistes (C) will be responsible for general office secretarial
and clerical support The secretaries will report to the
General Manager, the Business Development Advisor, the Executive
Officer, and the Business Loan Manager respectively The clerks
w1lll be responsible for data entry of project monitoring
information required for project management and evaluation and
w1ll report to the Deputy General Manager

10 Small Business Facilitators (SBF) In years 2 and 3,
two Facilitators will be hirea locally to provide business
management consultancy services primarily to businesses
receiving loans under the credit component The SBFs will
report to the BDA

An organizaticnal chart of SBGT is shown on the following page
followed by Job descriptions of SBGT long and short term
contractors and of SBGT employees to be funded under the project
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SBGT
JOB DESCRIPTION
GENERAL MANAGER/CHIEF OF PARTY

Period of Contract Initial 3 years of project implementation

Qualifications At least 10 years of supervisory management
experience 1n organizations concerned with the provision of
development services At least 4 vears field experience as
Chief of Party 1in a saimilar project or 1in designing and managing
small business credit and technical assistance programs

A thorough knowledge of business organization development
concepts

A thorough knowledge of development and commercial credit
concepts, procdures and policies

A private sector orientation in developing solutions to
development contraints

Must have strong business community networking skills

An MBA or equivalent experience, preferably with marketing or
finance emphasis

The General Manager/Chief of Party will be responsible for the
overall technical and administrative performance of the

project S/he wi1ill report to the appointed USAID Project
Officer and will ensure compliance with all AID regulations and
procedures

Specific responsibilities include

1 Hiring local staff for the project and setting up the
Trust office and procedures, making logistical arrangements for
long-term technical personnel,

2 Coordinating with the Board of Directors, acting as
Secretary to the Board, calling meetings setting agendas, and
implementing decisions taken by the Board,



3 Managing Trust staff through the Deputy General
Manager

4 Coordinating all short term technical assistance
under the project including

- drafting and/or reviewing terms of reference
- 1dentifying appropriate resources

- managing short term consultants

- preparing contracts

- reviewing short term corsultancy reports

5 Directly managing the business association
strengthening component and the improved business environment
assistance activity of the project,

6 Preparing life-of-project workplans and activity
monitoring reports,

7 Preparing invoices and financial reports,
8 Managing subcontractor relationships,

9 Training the Deputy General Manager to assume GM
responsibilities at the end of USAID funding,

13 Continuously reviewing SBGT operations and plans teo
1dentify ways to improve the sustainability of SBGT

11 Developing and coordinating fund raising training
program for Board members and coordinating technical assistance
to develop fund raising strategic plans for use by the SBGT
Board

12 Acting as the interface between the institutional
contractor who employs him/her and the AID Contracting Officer
for all contractual 1ssues affecting the long and short term
field team members also employed by the institutional
contractor Performing the role of Contractor Chief of Party,
both with relation to USAID and to the institutional contractor



SBGT
JOB DESCRIPTION
DEPUTY GENERAL HANAGER

Tenure

Permanent SBGT position to begin in year 2 of project
i1mplementation

Reports to General Manager
Qualifications

At least 5 years of top level supervisory managment skills in a
large business or development organization

Private sector orientation to the solution of development
problems

Strong business community and GOS networking skills
An MBA or equivalent with emphasis on organizational management

The Deputy General Manager will be responsible for managing the
day-to-day operations of the project The DGM w1ll report to
the GM and will act as GM in his/her absence He/she would be
expected to replace the GM at the end ¢of the project

Specific Responsibilities

1 Under the guidance of the GM, supervise the day-to-day
operations of SBGT and all of 1ts staff,

2 Assist the GM i1n the development of LOP work plans,
evaluations and reports

3 Assist the GM 1n coordinating and managing short term
technical assistance,

4 Actively promote the Trust within the Swazi private
and public sectors,

5 Continually evaluate the operations and objectives of
SBGT in relation to small business needs and provide
suggestions and plans for i1mprovements for consideration
by the GM
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SBGT
JOB DESCRIPTION
BUSINESS DEVELOPMENT ADVISOR

Period of Contract

Initial three years of project implementation

Reports to Deputy General Manager

Qualifications

At least 10 years of project or business management experience

At least 5 years of experience i1in designing or i1mplementing
small business management and technical training programs

A thorough knowledge of development through private enterprise
concepts

A private sector orientation to the solution to development
problems

Excellent private enterprise networking and concept marketing
skills

Experience 1in business planning, marketing , production, finance
and quality control

Familiar with dealing with large businesses either by directly
working with management or through experience through
sub-contracting relationships

Experience with organization of business promotional activities
desirable

An MBA or equivalent with an emphasis on marketing

The Business Development Advisor will be responsible for
1dentifying and implementing direct assistance to indigenous
Swaz1i businesses with growth potential S/he will report to the
General Manager/Chief of Party of the Trust Specific
responsibilities include

1 Promoting business linkages between small business and
large business,



2 Identifying opportunities for pusiness linkages by

- Conducting a demand survey of large business to
determine what products and services are needed,

- Creating a small business directory to identify
small business products and services that are
available,

~ Promoting the concept of business linkages 1in
the Swazi environment,

3 Providing direct management assistance to small
business firms This assistance will be designed to upgrade
their management and technical skills in order to enhance
growth This should include but not be limited to general
business planning, financial planning and management, personnel
management, production 1ssues such as quality control, and
negotiating contracts,

4 Drafting terms of reference for short term consultants
to carry out direct management assistance,

5 Managing short term consultants reference above,

6 Managing the training coordinator who will i1dentify
and coordinate group training activities,

7 Preparing periodic activity reports required under the
project,

8 Coordinating with RHUDO/Nairobi to manage the
construction component of the project



JOB DESCRIPTION
DEPUTY BUSINESS DEVELOPMENT ADVISOR/
TRAINING COORDINATOR

Tenure

Permanent SBGT position to begin in year 1 of project
implementation

Reports tao Business Development Advisor
Qualifications

The specialist will be responsible for managing the training
component of the project S/he wi1ll report to the Business
Development Advisor and will act as his/her deputy Specific
responsibilities 1include

1 With each business association, 1dentify training
needs of members and develop training plan and courses,

2 Coordinate with the business associations, make
logistical arrangements for training courses,

3 Develop library of training rescurces from the region
and abroad that would be useful to indigenous businesses,

4 Coordinate with other USAID, GOS and other Swaziland
projects providing training to small business, such as SEAS,
STRIDE and BMEP,

5 Identify outside training resource that could be
utilized in conducting training courses Assist in selecting
appropriate firms Draft terms of reference for their
involvement in training programs,

6 Participate, when appropriate, as a training
instructor in training courses,

7 Work closely with the Business Development Advisor
and assi1st 1n the small business assistance consultancy aspect
of the project which will provide one-on-one assistance to Swazi
companies,

8 Liaison with AID project managers and contractors
involved _.n small business training projects in nearby southern
African countries



JOB DESCRIPTION
SMALL BUSINESS FACILITATORS

Tenure Permanent positions One to begin in year 2 and
the other in year 3

Reports to Business Development Advisor

Qualifications Business school graduates equivalent to BS
degree At least five years of business management experience
sufficient to be able to provide appropriate advise to small
business persons in business planning, marketing, bookkeeping,
costing, production and quality control Highly motivated and
0f high integraity Be from and willing to serve in the
community to which they are assigned

Responsibility Direct management assistance to small business

clients of 3SBGT
Detailed functions

1 Periodic (two to four t.mes a month) management
consultation with small business owners who need
occasional assistance in such areas as basic
planning, credit control, basic book keeping, simple
production and guality control, staffing, marketing and

costing Clients will be those who need business management

advice after their SBGT guaranteed loans have been repaid

2 When a client 1s i1dentified who has business advisory needs
outside of the Facilitators exper.ence, recommend the
client to other SBGT training or technical assistance
programs
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JOB DESCRIPTION
BUSINESS LOAN MANAGER
Tenure Permanent SBGT position to begin in year 1 of the

project but only after GOS has placed guarantee
fund in participating commercial bank

Reports to Deputy General Manager
Supervises Small Business Advisors
Qualifications

At le .t 10 years business management experience

Strong knowledge of business planning, management, production,
marketing and finance

Bachelor of Business Administration or Bachelor of Commerce with
emphasis on finance Advanced business degree desirable

Responsibility Admin.stration ard control of the Business
Loan Program

Detailed functions

1 Recruit, select, supervise, and train Small Business
Advisors

2 Develop credit unit policies and procedures

3 Train Advisors in the implementation and application of

loan policies and procedures

4 Identify shortcomings in the loan process and draft
policies and procedures to overcome these for the Loan
Committee approval

5 Chair the Loan Committee

o] Identify the training needs of beneficiaries of the
Business Loan Program

7 Monitor performance of the loan program with reference to
recovery rates and numbers of loans



8 Take steps to recover bad aebts

9 Advise Training Coordinator and Business Development
Advisor on the needs of the borrowers

10 Assist Advisors in difficult or advanced cases

11 Perform credit analysis on loan applications and screen

out bad applications before submission to Loan Committee

interview applicants where necessary to verify facts

[y
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Review loan performance of the Advisors and take
appropriate action

13 Ensure approved loans are correctly processed

14 Ensure Advisors visit borrowers to provide loan
after-care services

15 Supervise record keeping for operations and evaluation
16 Prepare suitable reports for management and donors
17 Coordinate administration of the program with the bank

JOB DESCRIPTION
SMALL BUSINESS ADVISORS

Tenure Two to begin 1in year 1 of the project

and one to begin in year 2 None to be hired

until GOS places guarantee fund in
participating commercial bank

Reports to Business Loan Manager
Supervises No supervisory function
Qualifications One of the first to be hired to have a

bachelor of business administration or commerce with at least 5
years of business experience 1in financial analysis Two with
advanced level high school diplomas with five to ten years
business experience or have a bachelor degree in business
administration or commerce and up to five years business
experience

They should be able to rapidly acquire basic financial skills
Be well motivated and of high integrity
They should be able to communicate well with their small

business target group and be from and willing to serve 1» the
community 1n which they will be stationed

%7



Responsibilities

1 To promote the Business Loan Program

2 To select, appralse and recommend loan applications

3 To monitor loans and provide post-loan services to the
porrowers

Functions

a) Visit small businesses and i1dentify those with growth
potential

b) Assess the applicant s business to determine 1f 1t i1s
viable

c) Assess the applicant s financial needs

d) Receive loan applications from small businesses in the area

e) Assist applicants with preparation of a locan proposal and
business plan and refer the proposal to the Business Loan
Manager

£) Conduct credit checks to determine 1f the applicant has a
clear credit history

g) Conduct character checks to determine the credibility of
the applicant

h) Review loan applications and determine if they meet the
Foundation s selection criteria

1) Visit the borrower at least once a month to monitor the
loan

J) Report to the Business Loan Manager on the training and

marketing needs of the borrowers



SBGT
EXECUTIVE OFFICER
JOB DESCRIPTION
Period of Contract Initial 3 years of project as Contractor

employee, thereafter will be employed
directly by SBGT

Reports to Deputy General Manager
Qualifications
Education A Bachelors Degree in Accounting 1s required

Graduate training or degree desirable

Prior Work Experience, At least 8 years of professional
financial management experience of which at least four must be
related to accounting, auditing and business managZement

Language Excellent knowledge and command of written and spoken
English

Knowledge and Abilities A thorough understanding of
bookkeeping, accounting and auditing principales and
procedurses Capable of establishing and administering sound
accounting records, controls, financial statements and reports
In addition, able to draft administrative, accounting and
reporting guidelines and procedures Able to perform cash flow
analysis and financial statement projections and budgets
Ab1lity to use financial computer programs highly desirable

The Executive Officer will report to the General Manager of
SBGT S/he will be an employee of the contractor team during
the term of the Contract, thereafter will be employed directly

by SBGT S/he 1s expected to provide services as specified
below

1 Handle all administrative and financial matters related
to the SBD project such as

- organizing all records and files,

- making payments for invoices received,
- reconclling bank accounts,

- maintaining accurate financial records,

- entry of all accounts intoc the computerized
accounting system,
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- generating monthly and other reports for the
Home QOffice (HO),

- handling preparation of monthly billings to be
submitted to USAID,

- tracking all inventory,
- procurement of equipment and supplies

- c¢learance ¢f con*tracting actions with regard to
avairlabil.ty of funds within line 1tems and cost
considerations

2 Ass.st the General Manager, or his designee, with
setting up and arranging Board meetings and conferences

JOB DESCRIPTIONS
SHORT TERM TECHNICAL ASSISTANCE
BUSINESS ORGANIZATIONS STRATEGY ADVISCORS

Period of Contract 2 Advisors for 3 person months to
arrive two months after arrival of
General Manager of SBGT

Qualifications

At least 3 years consultancy or teaching experience in strategic
planning relevant to the development of business organizations
vision and long range strategy and action plans to meet
business organizations targets

Specific Tasks

Assess long range viability of up to seven business
organizations and their relationship and i1mportance to the
growth of the Swazi business sector

On the basis of the above described assessments, recommend to
the General Manager SBGT whicn associations should receive
organizational strengthening assistance from SBGT

As directed by the General Manager SBGT, based on above
assessments and SBGT Board approval, werk with selected business
organizations to define their organizational vision (long
range goals =2nd obgectives) and assist *“hese crgar.zatiors %o
develop strategic plans to meet their goals and objectives

G\
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Based on these strateglic plans provide to the General Manager
of SBGT proposals for SBGT organizational strengthening
assistance to viable organizations for presentation to the SBGT
Board for their approval

JOB DESCRIPTION

SHORT TERM INTERMITTENT TECHNICAL ASSISTANCE IN BUSINESS
MANAGEMENT, MARKETING, FINANCE, AND IN TECHNICAL PRODUCTION
RELATED AREAS

Period of Contract S1xteen person months of i1ntermittent
technical assistance related to
strengthening small businesses to
better manage their businesses and meet
market standards

Specific Tasks

The exact needs and consultant qualifications will be defined
during the course of project i1mplementation as Trust contractors
and staff meet with small busines persons and encounter problems
in technical or managerial areas which require specialized
assistance not available from the Trust staff Criteria for
selection of clients to receive this TA will 1nclude inter alia
an assessment of the viability and potential of the beneficiary
firm for growth and will be developed by the Business
Development Advisor Scopes of work will be developed by the
Business Jevelopment Advisor and/or his Deputy and cleared by
the General Manager, the USAID Project Manager and the

USAID/RCO

Whenever possible, the project will use local consultants The
basis for this local sourcing emanates from the need to assure
that the Trust will be able to emulate and thus continue this
activity upon completion of the project - both on a cost and
logistical basas Following the departure of the prime
contractor, Trust Management will develop scopes of work and
with USAID approval, contract for the services

JOB DESCRIPTION

SHORT TERM TRAINING IN BUSINESS MANAGEMENT, MARKETING, FINANCE,
AND IN TECHNICAL PRODUCTION RELATED AREAS

Period of Contract Thirty three person months of short
term training related to strengthening
small businesses management and
technical capabilities to meet market
standards
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Specific tasks

The exact needs will be defined during the course of project
implementation as Trust contractors and staff meet with small
business persons and encounter problems which require
specialized training not available from the Trust staff In
addition, at the onset of the project, the Deputy Business
Development Advisor/Training Coordinator, in cooperation with
Swazl business associations, will develop a LOP training plan
for association members, their employees and the small business
community at large The plan will include criteria for
selection of trainees Scopes of work for each training event
w1ll be developed by the Training Coordinator and cleared by the
Business Development Advisor, the General Manager, the USAID
Project Manager and the USAID RCO Whenever possible,
consultants providing the training must be obtained from local
sources The basis for this local sourcing emanates from the
need to assure that the Trust will be able to continue this
activity upon completion of the project - both from cost and
logistics standpoints

JOB DESCRIPTION
SHORT TERM CONSULTATIONS FOR CONSTRAINT ANALYSIS
Period and Purpose of Contract

To strengthen the environment for small Swazi business growth,
the project will 1include funding for 8 person months of short
term technical assistance to analyze and recommend alternative
solutions to constraints to growth of small business in
Swaziland It 1s anticipated that 4 to 8 separate studies will
be completed For each study completed, the consultants will
participate in forums with persons from the public and private
sectors to discuss study findings and recommendations

Identification of constraints to be analyzed will be the
responsibility of the General Manager of SBGT 1n coordination
with the Swazi National Business Council Topics will be
determined through networking with private and public sector
managers, business assoclations and the SBGT Advaisory Council
The GM wi1ll be responsible for developing scopes cf work
1dent1fying cantidates to be approved by a panel from SBFT the
National Business Council and USAID It 1s anticipated that the
forums w1ill be hosted by the National Business Council with the
support of SBGT

O



-3 -

JOB DESCRIPTION
SHORT TERM CREDIT ADVISOR

Period of Contract

6 person months to coincide with arrival of SBGT s Credit
Program Loan Manager and after GOS places guarantee fund 1n
participating commercial bank

Qualifications

At least 8 years of experience 1in design, 1mplementation and
management of micro and small credit programs 1in developing
countries

A thorough knowledge of development and commercial banking
concepts, policies and procedures

An MBA, preferably in finance or 1ts egquivalent 1n experience
Responsiblities

Design the i1nternal policies, procedures, forms and manuals
necessary for the implementation, reporting and evaluation of
the credit program

Assist the SBGT Loan Manager in designing and setting up the
operational systems for the Trust Credit Progranm

Design and participate in staff training of SBGT credit progran
staff i1ncluding the provision of scopes of work and
1dentification of training facilities or trainers

Design the promotion plan for the SBGT credit program

Assist the SBGT i1in negotiating a formal agreement with the
participating commercial bank with reference to the bank s role
in management of the Guarantee Fund

Review project proposed fee structure for SBGT credit progran
ard make suitability recommendations As necessary, recommend
alternatives to the General Manager for presentation to the
Board

L3
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MEMORANDUM OF UNDERSTANDING

between
the Government of the XKingdom of Swaziland
and
the Government of the Un:ited States of America
with respect to

Swaz1 Business Development 1n Swaziland

The Government of the Kingdom of Swaziland (GOS) and the
Government of the United States of America {(USA), as represented
bv the United States Agency for International Development (USAID)
and hereinafter referred to as '"the parties'", hereby enter into
this Memorandum of Understanding (MQU) effective as of the date
written below

WHEREAS, the GOS has provided support to the development of
Swazi-owned, small-scale business in Swaziland, as in the case of
a loan guarantee scheme funded by local currency generated by the
sale of AID financed commodities under the Section 416 Program
and administered by the Central Bank of Swaziland for the benefit
of small-scale enterprises owned by Swazis,

WHEREAS, USAID has also provided support to the development
of Swazi-owned, small-scale business i1n Swaziland, as 1n the case
of assistance provided such businesses under USAID's Swaziland
Enterprise Advisory Services (SEAS) project managed by
Cooperative for American Relief Everywhere (CARE), and USAID's
support to the Business Management Extension Program (BMEP) 1in
Manzini, .

WHEREAS, the GOS and the USA, as represented by USAID,
desire to continue and to strengthen such support for i1ndigenous
small business 1n Swaziland and believe that collaboration and
cooperation with each other will significantly enhance such
support,

&E‘;:;
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2

NOW, THEREFORE, the GOS and the USA, as represented by
USAID, hereby agree as follows

1 The GOS and USAID will continue to support the
development of Swazi-owned, small-scale business 1in Swaziland,
and will periocdically consult with each other and explore
opportunities to collaborate and mutually support each other's
efforts 1n this area, where appropriate

2 1 The GOS and USAID will provide such support as may be
agreed upon to assist indigenous Swazi-owned small and medium
scale businesses 1n Swaziland under USAID's Swazi Business
Development (SBD) Project The SBD Project 1s intended to
address the problem of 1nadequate participation by Swazi
entrepreneurs 1n economlc development in Swaziland The SED
project will focus primarily on established small businesses with
growth potential The target group could also 1include
individuals with demonstrated managerial and technical skills, a
sound business plan and some capital, or entrepreneurs who have
achieved success 1n one line of business and who wish to
diversify

2 2 Characteristics of the majority of the target group
include participation 1in the banking system, having a fixed place
of business and employment of at least one person other than the
owner The project aims ultimately for national coverage,
however, coverage may be limited i1n the early years due to
start-up constraints and personnel and fund limitations

2 3 This Project 1s expected to provide training and
technical assistance 1n business planning, management, marketing
and financial skills, strengthen business associations and
organizations 1n Swaziland, i1ncrease the access of Swazi
entrepreneurs to credit (as a complement to the Central Bank's
loan guarantee scheme), and improve the general business
environment for the benefit of small Swazi entrepreneurs

2 4 The SBD Project will be 1mplemented through a private
sector, non-profit Trust (the Swazi Business Growth Trust) that
will be established i1n Swaziland prior to commencement of the
Project.

3 1 The GOS hereby endorses the SBD Project and approves
1t as an assistance activity or project to which the Bilateral
Agreement on Economic, Technical and Related Assistance dated 3
December 1989 between the United States of America and the
Government of the XKingdom of Swaziland 1s applicable

35 2 The detailed activities of SBD will be provided in the
Cooperative Agreement between the Trust and USAID Such
agreement will be provided to the GOS before obligation



4 1 To facilitate the development and i1mplementation of
the SBD Project, the GOS acknowledges that the Trust 1s a
charitable public organication and as such qualifies for
exemption from tax in terms of section 12 1(a)(viii) of the
Income Tax Act as a charitable 1nstitution of a public character,
or/and that the Trust will otherwise be exempt from tax pursuant
to section 12 1(m) of the Income Tax Act Therefore, the
Government of Swaziland agrees to grant the Trust tax exempt
status as soon as 1s feasible following the effective date of
this MOU

4 2 It 1s the understanding of both Parties hereto that
anvy distribution of trust assets or proceeds upon liquidation of
the Trust will alssc be tax exempt However, liquidated proceeds
would only be tax exempt 1f used for purposes in line with the
Trust's objectives as described in the Deed of Trust and approved
by USAID and the GOS or 1f the liquidated proceeds were returned
to the Founder (USAID)

4 3 Any agreement between USAID and the Trust or grant of
funds by USAID to the Trust will be free from any taxation or
fees 1mposed under laws 1n effect or which may become effective
in Swaziland

5 The GOS also agrees to use 1ts best efforts to expedite
the 1ssuance of all necessary work permits for SBD Project
personnel and otherwise facilitate prompt entry into Swaziland
and work authority for such personnel

6 1 As 1ts contribution to the Project, the GOS will
provide E1,000,000 1n local currency, generated from the sale of
AID financed commodities under the Section 416 Program, to
support the credit component of the Project

6 2 The GOS will also collaborate in other Project
activities, as appropriate and as agreed upon among the GOS,
USAID and the Trust

7 1 As 1ts contribution to the Project, 1t 1s planned that
USAID will provide US $6,000,000 to support Project activities,
including the activities described above 1n paragraph 2, subject
to the availability of funds and the agreement of USAID and the
Trust to proceed

7 2 The GOS and the USA, as represented by USAID, will
consult on any major changes in the allocation of Project funds

8 The GOS and the USA, as represented by USAID, will
share with each other any reports, implementation letters,
studies with regard to USAID's contribution, and other data that
pe~tains to the SBD Project specifically or small business
development 1in Swaziland generally and are prepared by or on
behalf of such party for general circulation

a1
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S It 1s the unaerstanding of the Parties that the GOS
will be entitled to appolnt one GOS representative as a Trustee
of the Trust, 1n accordance with the terms of the Trust's Deed
of Trust .

10 The parties hereto may establish specific
responsibilities to be undertaken by each party 1n support of
small business development in Swaziland 1n specific written
agreements mutually agreed to at a later date

11 This MOU may be modified by the mutual agreement 1in
writing of both Parties hereto

12 This MQU remains 1n effect until terminated It may
be terminated bv either party upon 60 days prior written notice
to the other party

13 For purposes of this MQU
a the GOS wi1ill be represented by the 1ndividual
holding or acting 1n the Office of the Principal Secretary,

Department of Economic Planning and Statistics, and

b AID will be represented by the individual holding
or acting 1n the Office of Director, A I D Mission to Swaziland



IN WITNESS ANHEREQF, the respective representatives of the
Governments of the Kingdom of Swaziland and the United States of
America have caused this Memorandum of Understanding to be signed

1n their names and delivered as of the date written below ~
For the Government of the For theg—Government of the
Kingdop of Swaziland - Unite 7£f§ of Am a
; /%ﬁm 1[; OW
By The Honorable Stephen H Rog
N Douglas Ntiwane 1t1e Ambassador

Title Minister of Commerce,
Industry and Tourism

e .~ e 10 Lle 199
JZMW jm/,{wé

By [47 The Honorable By Scott M S ngler

B Sibusiso Dlamini Title A I D Assistant

Title Minister of Finance Administrator for
Africa

Date /D% /??/ Date [0+ 7-9/

7
<j£AQﬁ4hyj2£u

By A Phindile Mkhonza

Title For the Principal Secretary
Department of Economic
Planning and Statistics

Date
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I certify that the attached Deed of Trust 1s a true copy of the

criginal filed with my Protocol

—L—— Y e,
NOTARY_PUBETC

NOTARIAL DEED OF TRUST

KNOW _ALL MEN WHOM IT MAY CONCERN,

That on this 9th day of JULY in the year of Our Lord One
Thousand Nine Hundred and Ninety Qne, before me, Robert David
Friedlander, Notary Public duly sworn and admitted and residing
and practising at Mbabane in the Kingdom of Swaziland,
perscnally came and appeared ROGER D CARLSON in his capacity
ag Director in Swaziland and duly authorised hereto by virtue
of the authority granted to him by

UNITED STATES AGENCY FOR INTERNATIONAL DEVELOPMENT

{(hereinafter referred to as the Founder )

/Page 2
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MS MOROCESI KHOZA

MR EDDIE LITCHFIELD

MR ROBERT CORMACK

MR MADHU RAMKOLOWAN

MR DAN MASEKO

MR A T DLAMINI

MR SAM MASILELA

ABE MESEKQ

THEMBAYENA DLAMINI
(hereinafter reterred to as the Initial Trustees )

AND THE APPEARERS DECLARED THAT
WHEREAS the Founder wishes to create a trust toc promote the
eatablishment and expansion of small and medium sized

indigenous Swazil owned businesses

NOW THEREFORE

The Founder hereby establishes a trust in Swaziland to be known
as

The Swazi Business Growth Trust
(hereinafter referred to as the Trust )

2

The Founder hereby donates to the Trust an 1nitial sum of
E10,00

/Page 3
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For the purpose of this deed the followiag words shall have the
meanli1gs aszsigned to them heresunder -

Board Board of Trustees,
GOs Government of Swaz:iland,
person shall 1iclude a company partnership,
asgsociliation or organlisation
Target
Business means any tyre of commercia. business activity

whiich 1s or will be directly or indirectly
beneficiarly owned as to at lesast 51% by Swazl
citizens and which 1in the opinion of the Loan
Committee can be classified as a small or
medium sized business,
Loan Committee the committee referred to i1n 7 4 of this deed,
Year caleidar year

4
QORJECTS QF THE TRUST
The obgjects of the Trust are -
4 1 To promote the establishment and expansion of the Target

Businesses Without restricting the generality of such
object the Trust shall, inter alia,

4 1 1 increase and facilitate the access of such
businesses to credit facilities,

4 1 2 provide or facilitate technical assistance and
training,
4 1 3 develrop and rationalise their linkage with large

businesses,

4 1 4 strengthen Swazi1 busineas asswuclationa and
organisations

/Page 4
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objgects 0f the Trust

4 2 To ralse and receive funds in casn or i1in Kind by way ot

donation, loans and grants <trom any person or
organisation for the turtherance of 1ts cobgjectives

4 3 To do all such things and to perform «ll such services

as are reasonably anc.llary to the object set out in 4 1

4 4 Such further obgects as the Founder may ftrom time to
time direct 1in writing to the Board

BQEBD ( E IBEI-men

Subgect to the provisions ot this deed general administration
of the Trust snall be in the hands or a Board ot Trustees -

5 1 ¢ [oF=] s b ()=

The Board shall consist of not less than 7 nor more than
9 trustees drawn, as far as 1s reascnably possible, from
the following sectors of the Swaziland community -

511 Two persons from the Target Businesses,

512 Two persons from large private-sector business
organisations,

513 One person fiom a Swazi business association or
organisation,

51 4 Two persons from the private-sector business
community or the Swaziland profeasional community
or otherwise working in or associated with the
Swaziland Business Community

515 One person appointed by GOS,

5186 One person appointed by a commerc:ial bank nominated
by the Founde: who shall initially hold office for
a period of one year Should tha2 bank elect not to
be represented on the Board 1t shall be entitled to
have an observe: ptesent at Board meetings

’ Page 5
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Nozwitngtana.ng the prov.sions of 5 1 the mitlal
rustees shall be the persons who are the parties %o
this deed

At their first meeting the trustees shall, by a magority
vote, appoint from amongst themselves a chairperson and
a deputy chairperson provided however that neither post
may be filled by either of the truzstees referred to in
515and 518 Upon the expiry of the terms of such
chairperson or deputy chairperson a new chairperson or
deputy chairperson shall be appointed 1in similar manner
from among eligible trustees

There shall be an executive committee of the Beoard
comprising the chairperson, the deputy chairperson and
the trustee appointed in terms of 5 1 6

Any vacancy occurring on the Board with respect to
trustees appointed 1n terma of 5 1 1 to 5 1 4 shall be
filled by a person elected by a magority of the
remalining trustees Any vacancy occur:ing on the Board
wilith respect to trustees appointed in terms of 5 1 5 or
5 1 6 shall be filled by a person selected by GOS or the
relevant commercial bank, respectively

Term qf Service of Trustees

The trustees appointed 1n terms of 5 1 1 to 5 1 4
shall hold office for a period of three years

The term of service of the <trustees appointed in

terms of 5 1 5 and 5 1 68 shall be regulated by the
parties appointing them

Re-Appointment of Trustees

On the expiry of his or her term of office any trustee shall be
eligible for re-~appointment to serve for a further term/s

/Page 6
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Tne re-apro.ntnent of tr.stees apooi~ted .n terms

0f 51 1L to 5 L 4 sna.l be made by a majority vote

of the trustees appointed in ta2rms of 5 1 1 to

5 1 4 at the last quarterly board meeting referred

to 1in 5 8 3 preceding tre end o: his or ner term of
office

The re~apporintnent of trustees aprointed in terms
cf 515 or 516 shall be made by the GOS or the
relevant commercial banl trespectivery

In considering the re-appointment of a trustee
regard shall be had to the re:formance of the
trustee 1n question in respect o0f attendance at
meetings, active participation in Trust affairs and
initiataive 11 promoting Trust fund-raising
activ.ties

A gquorum of the meetii1g of the board shall be 5
(five) and all decisions taken bv the board shall
require the assent of a simple magerity of the
trustees except i1in the event of a meeting held
among only 5 trustees, in which case all decisions
must be unanimous In the event of there besing an
equality of votes, the Chairperson shall have a
casting vote

In the absence of the Chairperson the meeting shall
be chaired by the Deputy Chairperszon

The Bovard shall hold a minimum of four quarterly
meetings 1n each year and may meet more fregquently
ags and when the conduct of the affairs of the Trust

80 require

The Board shall regulate 1ts own proceedings
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The Dual . 2lca.. 22D T.mwL2S D -
WN1C" Sl4i. W€ 4v/a..2acle L.r LAST _tion at  a..
reasonao.e t.mes ™ to Fcunder or a representat.ve

desgsignated by 1t

No trustee shall be disgqual.fied b’ his office from
contracting with the Tiust ei1t'er a3 vendor,
purchase: or otherwise or from being interested 1in
any contract or atrangement entered i1into by and on
behalf of the Tiust or fiom 1i1ecesiving technical
agssistance or training Ssponsored by the Trust,
provided that immediately any matte: in which he
has an interest as aforesaid 1s raised at a meeting
he shall declare his interest, refrain from taking
part 1in discussions on the matter and shall not
vote 1n .egard thereto, and provided that i1n no
event shall any <trustee be eligible to receive
loans under any credit program mAanaged by the
Trust Notwithstanding the aforegoing no
professional person who 1s a trustee may contract
to supply his or her professional services to the
Trust

exminafion of Trustees Apnointipent

59 2

582

Any trustee who fails to attend tw> of the four
annual gquarterly meetinsgs during the course of a
vear shall, except for good cause in the opinion of
the Chairperson, be automatically removed as a
trustee

A trustee shall cease to be a trustee on the
happening of any of the following events -

1 1f application 1i1s made for the sequestration
of his or her estate and a provisional order
of seguestration i1s made,

2 1f he or she file an application for tne
surrender of his or her estats as i1nsolvent,

3 1f he or she compounda3 generally with his or

her creditors,

;Page 8
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Jec.area o a Coart oI compet—1T  Jur.3a.ctico-
e be  _1Zapav.e 0f 1anag. z b.3 or her own
affairs

53 25 1f hte or she gives wiitten notice to the
Chairperson of his recignatich

6

RUSTER POVET S

The Board shall have general control of the trust assets and
snall stri.ve to attain the objects for which the Trust 1is
established The Board shall have all such powers as may be
necessary to enable 1t to administer tne Truol and, without
limiting their general powers in any way, and for the purpose
0of furthe:ing the ains and objects of the Trust, 1t shall also
have the following rpowe:s

6 L te 1avest t1i1e funds of the Tiust and also such income
from the Trust which may not be immediately regquired for
the purposes of the Trust, 1. such manner as they may
think fi1t and to realise, wvary and transpose any
secdarit.es asgets, investments and r:operty from time
to time and at such times as they in their sole
discretion shall determane or consider to be in the best
interests of the Trust,

6 2 to purchase 3ell, let and hire any movable and
immeovable property in due and customary form,

6 3 to erpend Tiust funds on maintenance construction,
improvement, alteration, rates, taxes, insurance
premiume and other charges 1n and pertaining to any
1mmovable property,

g 4 to advance and lend money to any pe:son, company,
corporat.on, association or 1rstitutio:r either with or
without security and upon such terms ard conditions as
to repayment or otherwise as Lhe Board may, in 1ts sole
discretion deem fit,

6 5 To act az guarantor for and on behalf of any person and
to provige security .n respect of 3uch guarantee
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and L.~ order T3 Prov..e csecar.-y Sor
irg, mortgage and/or pledge the Trust
o arrarge tne manner of revayment ot such
loans as the Board may in 1its sole discretion decide

to pay all evpenses incurred i1n coriection with the
administration of the Trust,

to employ any person, to manage or assist 1n  the
management of any objects of the Trust and to remunerate
such employee from tunds administered by the Trust,
including travelling and other expenses which may
necessarily be incurred by such employee,

to appoilnt an agent or agents to represent them for any
specitic purpose, 1including the pcwer to employ
accountants, attorneys, advocates and other professional
persons for any specific purpose and to remunerate such
persons at the usual professional or bhusiness rates,

to take action 1n a court of law tor the recovery cf any
amounts due to the Trust or to compel the fulfilment of

obligations in 1ts tavour and to defend any proceedings

that may be instituted against the Trust,

to allow time for payment of debts due to the Trust and
to compromicse claims by the Trust in their discretion,

to accept further donations and bequests from the
Founder or other persons in favour of the Trust and to
administer the same, subject to the terms hereof and
also subject to such conditions as may be i1mposed by the
Founder or other persons, provided that such conditions
are not inconsistent with the terms ot the Trust,

to purchase or otherwize acquire any equipment that may
be necessary for the promotion of the objgects of the
Trust,

to open and cont:ol any bank accounts or bullding
soclety accounts and to draw, accept or give Ppromissory
notes, bills of evchange and othe:r negotiable
instruments,
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aziene  a.l Teel.lnd cI Cre ..tors  _ ar, operss- or
COrTeorat.on  or  pod; wratscever

e Truzt wlether in prov.sional or *_.ra._
insolvency liqu.dation Judicial management or
otherwise, and to vote for the electicn of a Trustee
and/or ligquidators ard/cr Jud.cial managers, as also to
vote on all questions suomittec to any such meeting or
creditors and generally to exercise all rights accruing
to a creditor

to enter into any partnership, joint venture or other
association, with any other person, fiim or company for
the doing or performance of any transaction or geries of
transactions within the powers of the tiustees i1n terms
hereof

7

OPZEATIONAL MANAGEMENT O THE 1RUST

Whilst the Board shall be respunsible for the general
administration of the Trust the day to day operational
management of the Trust s business shall be carr.ed on
by a management team consisting of suitably qualified
personnel

The personnel to fill the above positions for the first
4 vyears after the execution of thiz deed shall be
appointed by the Founder which shall 1n addition lay
down their terms of employment After the expiry of the
4 year period all appointments to the posts in gquestion
shall be made by the Board

Subject at all times to general guide lines laid down 2y
the Board the management team shall have broad authority
to conduct the business activities of the Trust
including authority to make management, technical,
eperational, funding and personnel decisions

There shall be constituted from amongst the management a
Loan Committee consizsting of General Manager, Business
Development Advisor, Business Loan l!lanager and the
Deputy General Manager and Deputy Business Development
Advisor for as long as the latter two »co3ts evist 411
decisions concerning the grant.ng of 1lsan or credit
fac.lities shall be ade by the s3ai1d Conmittee
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BOQs3 AND RECCRDS

The Boa:rd shall ensure that management lLeeps, or causes

to be keplL, proper books and records of all transzactions
entered 1nto by them (the management) on behalf of the

Trust

The Board will from taime to tine determine a date whsan
the financial vyear of the Tiust will end Until
otherwise determined the financial year of the Trust
w1ill end on the last day of June in eacn year

The Board shall from time to time appuint auditors to
act as auditors for the Trust and orocure the
preparation of audited financial statements 1n respect
of the affairs of the Trust by such auaitors within 60
days of every financial year

8
SECURITIES AND EXEMPTIONS

No trustece whatsoever and wheresoever resident shall be
obliged to furnish secur ity to any person or authority
in connection with the performance of his or her duties
as trustee 1in terms hersof

In the proposed administration of the T.ust no trustee
gnall be liable for any loss to the Trust which may
occur as a result of any improper invedtment made in
good faith, or as a result of the negligence or fraud of
any agent or other pe:rson employed by the Board (even
though such employment was not strictly necessary) or
occasioned by any mistake or omission made in good faith
by the Board, or arising from any other cause, ercept
the wilful and individual fraud or dishonesty of such
trustee No trustee zhall be i1abls for any loss
occa=zi1oned by the fraud, dishonesty or v.ongdoing of the
other tiruastees or any other t.ustee unless he or she was
a party %o suclh fraud dJdishonesty or wrongdoing
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AMENDMENT QF DEZD OF TRUIT

This deed may be amended by a two-~thirds majority vote of the
trustees provided that no amendments shall be made for the
initial period of 4 years after the date of erecution of this
Trust without the approval of the Founder and provided that
during such 4 year period the Founder may amend this deed 1in
1ts own discretion

11

DURATION QF TRUST

The Trust shall endure for as long as, in the opinion of the
Founder, it can continue to usefully serve the purpose for

which 1t 13 being created or such other purposes as the Founder

may from time to time direct Should the Founder decide to
terminate i1ts relationship with the Trust 1t shall after

congsultation with the Board give directions as to the manner in

which the Trust 1s either to continue or be dissclved

THUS DONE AND SIGNED at MBABANE on the day, month and year
aforewritten, i1n the preasence of the undersigned witnesses

AS WITNESSES

[ 0O

2 @Lk Ll Qyﬁﬁ&\,‘

Roger D Carlson
FOUNDER

For the Government

of the United

States of America

AS WITNESSES

. =X BL

> @\A_LL’L NN _//&/f/wm.//t/o’k\

TRUSTEE
Moroesi Khoza
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TRUSTEE
Eddie Litchfield

TRUSTEE
Robert Cormack

)ﬁﬁyE:Z N
TRUSTEE
Madhu Ramkolowan

A s oty

TRUSTEE
Dan Maseko

Uus
% T Dlamini
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ANNEY D

WID CONSIDERATIONS

PROJECT DESCRIPTION
Purpose

The purpose ¢f the SBD project is to stimulate the growtbh of
1ndigenous Swazi-owned businesses, 1including the number of women
owned businesses The consideration of gender and the
1ntegration of Swazi women in the program 1s critical to the
achievement of the project s goal and purpose

1 THE SOCIOCULTURAL AND ECONOMIC SETTING

In Swaziland, women account for 52 percent of the
population A large proportion of these women live 1n the rural
areas where they engage 1n agricultural production both for
subsistence and for cash crops Others reside in urban areas
where they are elther wage earners, self-employed or unemployed
Women 1n Swaziland need money for their domestic obligations and
to bring up their children Many married women receive little
or no financial assistance from their husbands, who may be
unemployed or may have deserted them (Furtnermore, some women
are the sole support of their family) Nationally, 38 percent
of households are headed by females

Sociocultural constraints limit women s full
participation in the country s economy The major constraints
lie 1n the following areas attitudes, marriage laws, male
centrol and distribution of Swaz:i Nation Land, and the number of
children and women s domestic responsibilities Each 1s
discussed in more detail below

a Attitudes

According to a recent WID study conducted for
USAID Swaziland in 1989, the general attitude of most educated
and non educated men toward the role of women 1s still
conservative The woman s place 1s at home, caring for children
and husoands Women are viewed as subordinate to male control

Attitudes have affected educational levels as
well The number of educated women 1s lower relative to the
ecucated population in the country despite the fact that men and
women have equal access to education In the past familLies
preferred to educats boys rather than girls As a2 result of

L.
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this differential access to education lack of =2ducation keeps
many women from wage employment However, this gender gap 1is
lessening Recent statistics show that boys still outnumber
girls in the higher grades, but that the discrepancy is nearly
closed at the primary scnool level

A number of i1nstitutions offer adult and
non-formal education in the country While many women are
graduates of these i1institutions, women with families often
cannot avail themselves of these opportunities because of time
constraints

b Marriage Laws Control of Wealth

The Roman Dutch Common Law operates together with
Swaz1i law and custeom (which applies only to indigenous Swazi)
The two marriage systems often conflict, but also reinforce each
other to severely disadvantage women 1n the economic sphere

The dual legal system has caused confusion among
Swaz1 women Wnile Swazi women know now Swazi Law and Custom
operate, most are unfamiliar with the modern legal system,
especially with regard to laws that govern marriage, 1nheritance
and property rights

According to the traditional legal system,
married women have no rights of succession to husbands estates,
and husbands have marital power over wives Women who wished to
own property have opted for civil marriage, under Roman Dutch
Common Law But under Section 24 of the Act governing civil
marriages, marital powers and property rights are governed by
Swazi Law and Custom In essence, the husband has absolute
power over the economilic assets of a marriage and administers the
Joint estate In the absence of a prenuptial agreement, which
1s permitted by Section 25 of the Act, a wife cannot obtain
loans, open a bank account, or start a business without her
husband s consent, neither does she have any independent
collateral or wealth Awareness of the advantages of a
prenuptial agreement 1s not widespread among Swazi women, hence,
few attempt to take advantage of 1ts benefits

The marriage laws 1in Swaz:land put women in a
position of perpetual minority status and are a major constraint
to their ability to advance economically Even 1f a women does
recei1ve her husband s consent to establish a business or obtain
a loan the husband has the legal right to control the income
from the business, without any reference to his wife s wisnes

w$
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c Control of Swaz: Nation Land (SNL)

Land is traditionally controlled by men Married
and unmarried women cannot be allocated land for any purpose
without male representation on Swaz:i Nation Land (land owned oy
the king in trust for the nation) Married women cannot
purchase property without their husband s consent, however, this
constraint does not apply to unmarried women Since nearly
three quarters of the Swazi population live on Swazi Nation
Land, this discrimination 1in land tenure has a significant
effect on Swazi women s ability to progress economically

d Number of Children and Domestic Responsibilities

The average number of children per woman is 6 5 In rural
areas, this number 1s even h.gher, with women having as many as
10 to 12 children Obviously, this high number of children
increases the time burdens on women Caring for children below
school age 1s now a problem for working mothers in both the
uroan and rural areas Numerous children also increases the
need for some sort of income generating activity to supplement a
father s income or to provide for all basic necessities 1in the
absence of a father Torn between domestic responsibilities,
agricultural production and the need for cash income, rural
women are limited in the type of income-generating activities
that are pessible These activities must be flexible,
part-time, and must fit into their domestic responsibilities

e Lack of skills and education

Most women, even 1f they are educated, do not possess the
necessary business or management degrees 1in order to qualify for
administrative and managerial positions, which are the highest
level jobs 1n the formal sector, both in the public or private
sectors This lack of education, combined with attitudes that
are negative towards women s full economic participation at
higher levels, reinforces male predominance in administrative
and managerial positions For self-employed women 1n
artrepreneurial and income-generating activities the
deficiency in business management skills 1s consistently
1dentified as a major problem constraining women s progress

2 HWOMEN S FCONOMIC PARTICTIPATION IN SWAZILAND
a Formal Sector

In 1987 of the 82 744 Swazis employed in the formal sector,
29 percent, or 23,844, were women While more men than women
are employec in the formal sector, female employment has
increased more rapidly than male emplecyment Twenty years ago
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female employment accounted for only 13 7 percent of formal
sector employment, but more than doubled to 29 percent, by
1987 See Table 1 This success 1s especially evident 1n the
professional and technical fields In 1987, 61 percent of the
professional and technical positions in both the private and
public sector were held by women (5,322 women compared to 3,406

nmen )
(1) Public Secter/Private Sector Employment

Most employed women are found 1n the public sector,
constituting about one-third of total employment in that sector
They are under represented (relative to their participation 1in
that sector as a whole) in senior administrative posts, but
dominate the professional and clerical posts In 1982, women
held 62 percent of the professzional/technical pecsitions in the
public sector, but only 14 percent of the administrative posts
Female gains into private sector professional/technical positions
has also been 1mpressive Female employmert surpassed male
employment 1n those fields by 1987 In 1982, women held 42
percent of all professional/technical positions in the private
sector, by 1987 this figure had Jjumped to 55 percent

While the growth rate of female employment at the
professional/technical level has been impressive, barriers
continue to exist to women entering the administrative and
managerial level Men predominate i1n these more highly paid
posts in both the public and private realms They held some 80
percent of these positions in 1987 in both the private and public
sectors

Generally, women predominate 1n those public sector job
categories which are traditionally regarded as female For
instance, 62 percent of the teachers, nurses and health
administrators are women In the private sector, women occupy a
disproportional share (relative to their participation in the
sector as a whole) of the skilled white collar jobs, especially
professional and clerical posts Female employment in the
private sector is concentrated in the poorly-paid unskilled jobs
(7 1 percent) i1n contrast to the public sector where 56 percent
of wemen hold professional posts and only 20 percent are in the
lower skill categories As Tables 2 and 3 1llustrate, the most
striking feature of working women 1n Swaziland 1s their
concentration 1n white collar occupations, 48 percent of females
compared with only 22 percent of males i1n wage employment are in
such Jobs

Despite legislation enacted in 1980 which outlaws
discrimination 1n employment on grounds of sex and establishes
<re principle of equal pay for =qual worxk, women are more 2asily
laird off dur.ng economic recessions and they earn less thar men
37 =2very level of gk 11 .r the private sector Corsequertly, .t
.S more econocmical %o smplcy womarn when they are ava.lable
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(2) Urban/Rural distinctions

In the urban areas, a large percentage of women with
little or no education are found in the i1nformal sector where
they engage 1n a wide variety of entrepreneurial activities An
estimated 19,000 women are self-employed as hawkers, peddlars and
vendors who mainly specialize in selling new or second-hand
clothing, bed linen, cosmetics and other small items For some
of them, th.s 1s a supplementary job to formal empleoyment Very
few of these women own established retail businesses Some women
purchase from rural handicraft producers for retail and have
established an extensive market network in South Africa
Mini-buses carry substantial loads of grass and sisal handicrafts
for sale in South Africa

Traditiconal Sector

In the traditional sector, most women engage in agricultural
production primarily for subsistence, but 1f there 1s a surpius
in the yield, it is sold in the local markets In order to earn
additionar money, women engage 1n income-generating activities
sucn as beer brewing and production and marketing of
hanaicrafts Rural women, individually or in Zenzele (do 1t
yvourself) groups, have engaged increasingly in non-farm income-
generating activities such as grass and sisal weaving, pottery,
sewing and knitting

3 CONCLUSION

Although 1t 1s not possible to make a case that the
majority of women i1in Swaziland are relegated to unskilled,
low~paid or underpaid wor¥, nonetheless, the nature of women s
eccnomic roles has changed In addition to retaining their
customary roles and responsibilities, they have assumed some of
the traditional male roles and have entered wage employment
Thus, women s overall responsibilities and burdens have
increased, but traditional attitudes regarding their roles have
not changed

The major, continuing constraint to full equality of
economic opportunity for women is a legal one Until the laws
governing marriage are reviewed and changed, or until more women
avail themselves of the advantages of the prenuptial agreement
women s ability to progress economically will be constrained
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4 HOW THE PROJECT WILL ADDRESS WID CONSIDERATIONS

The project aims to assist existing Swazi
entrepreneurs, many of whom are women There are several project
elements that will specifically address the constraints to women
1n business

a Under the SBGT Credit Program, the participating
bank will against a credit guarantee automatically 1ssue credit
from E1,000 to E20,000 to persons who have been approved under
the SBGT Small Loan Program This automatic extension of credit
1s expected to relieve credit constraints on participating women
entrepreneurs

b Business management training

A vell-defined need of women entrepreneurs 1s training
in the areas of business management, planning, marketing and
financial manasgement The SBD project will provide training in
all areas All courses will be open to women This training
w1ill be carried out i1in conjunction with various Swazi business
associations which are discussed briefly below and in greater
detail in the institutional annex

c Strengthening of business associations

One of the business associations which could receive
assistance under the SBD project 1is the newly-formed Business
Women Association of Swaziland (BWAS) The project could assist
BWAS 1n three ways

1 Carrying out business training programs for 1its
members
2 Facllitating and coordinating linkages between

BWAS and other businesswomen s associations in other
varts of the world

3 Providing additional assistance in setting up a
secretariat for the association, if warranted in later
years

4 Carrying out policy studies on the =2ffect of

weomen 3 legal status on thelr economic development and
prospects Swaziland could be linked with a progran
sponsered hy the Overseas Education Fund (0QEF) c=lled
Women and the Law This project works in a number of
countries around the world to identify legal constraint
to women and to assist in initiating lobbying efforts
to permanently change the lagal basis for womer

bt
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d Other

Another women s organization which has recently been
formed is Women = World Banking (WWB) WWB plans to establish a
loan guarantee fund specifically designated for women This fund
will be administered with the Swaziland Development Bank An
emphasis of the WWB program is the provision of management and
credit training Through the SBD 8 training component, WWB could
receive assistance in developing and implementing business
training programs specifically targeted at women business owners
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ANNEX E

SOCIAL SOUNDNESS ANALYSIS
SMALL BUSINESS DEVELOPMENT PROJECT

I Soci1al Feasaibilaity

Introduction The major structural problem of indigenous Swazi
enterprise may be described as the missing middle The
economy 18 dominated, at its upper reaches, by large,
expatriate business and capital, while most Swazi-owned
ventures are microenterprises clustered near the bottom of the
country s business pyramid The Small Business Development
Project (SBDP) 1s targeted at the segments of that pyramid just
above the microenterprise level, and aims at strengthening not
only the businesses and their organizations, but also their
links (currently almost totally nonexistent) with the top
strata Felicitously, recent developments have been rapidly
improving the organizational climate for small business in
Swaziland and significantly enhancing the prospects for success
of the SBDP

Since early 1990, for example, five new business
organizations - ranging from fairly promising to spectacularly
successful - have been founded (the Swaziland National Business
Council, Swaziland Small Scale Industries Association, the
Business Women s Association of Swaziland, the School Uniform
Producers Assoclation, and the Women = World
Banking-affiliated Swazl Women s Finance Trust) In addition,
an organization granting credit to micro/small entrepreneurs
(Asikhutulisane) has compiled a very positive record and
reputation Women owners of small businesses have been very
prominent in these new, successful organizations Under
dynamic leadership, thelr organizations have been trying to
connect with both large-scale and micro-level businesses, and
to overcome the constraints to women s economic endeavors that
stem from being considered legal minors These new
organizations have acted as a stimulus to significant segments
of Swazi small business owners These new developments and
organizations clearly provide an opening for SBDP efforts, but
they embrace only a small proportion of Swazi entrepreneurs
Can such a narrow target be justified”®

* The Rapid Rural Appraisal methodology underlying this
Social Soundness Analysis 1s presented 1n Appendix A
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II  PBroaiect Bepneficiaries

The most important question of the Social Soundness Analysis
concerns the beneficiaries/target group USAID 1s focusing on a
very specific and speclal slice of the micro/small enterprise (MSE)

pyramid in Swaziland (1) those already in business, (2) at a
fixed location, (3) with at least one worker, and (4) situated (at
least initially) in the Mbabane-Manzini urban corridor The draft
Project Paper also targets women as at least 30% of those aided

This strategy sounds restrictive in a country that is about 75%
rural, and it also elicits questions of equity, since the smallest
entrepreneurs would not be included It even raises concerns about
the gender distribution of benefits, since extant data on Swazi MSEs
indicate that women own anywhere from close to half to close to
three-quarters of the business (see below) But this strategy
permits the finessing of many of the problems that have been raised
about Swazi entrepreneurs

For example, one of the questions that has arisen 1n project
design concerns the basic entrepreneurship of the average Swazi,
given that they live in an open economy dominated by large-sczale
foreign capital Requiring that most beneficiaries already be
established in business weeds out many who are not sufficiently
entrepreneurial to make a go of 1t The additional requirements
concerning beneficiraries also mitigate other problems

- Initially targeting beneficiaries in the urban
Mbabane-Manzini corridor means that the project will be able to
utilize what the world MSE literature indicates is the most
effective mechanism for selecting and following up viable MSE
credit subjects geographically-based promoters (lcan
counselors) who really get to know thelr clientele The
further requirement of a fixed location further facilitates the
promoters vetting and monitoring of credit clients

- Requiring that at least 30% of beneficiaries be women
clearly strengthens the project, since, as will be discussed
below, women have a longer, stronger entrepreneurial tradition
in Swaziland and the current research found women MSEs to be
more uniformly dynamic and business-oriented Indeed, the
conclusion of the gender analysis below 15 that targeting the
proportion of women beneficraries as at least 40% might
enhance the project s prospects for success
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The important point is that precision targeting can be
Justified 1n terms of the project goals and onjectives As the
first USAID project of 1ts type in this country 1%t 1is
essential that the SBDP set a positive demonstration effect
There already has been a history of failed credit projects
aimed at various segments of the MSE community In a country
the size of Swaziland, bad word of mouth could haunt USAID s
efforts for sears to cone While ultimately, considerations of
both sustainability and equity require a broadening of the
beneficiary base, USAID s strategy of narrow target.ng se=ms
Justified and socially sound at this point

Moreover, 1t 1s 1nteresting to rote that the Business
Women 8 Association oFf 3waziland (BWAS) cne of the
organizations scheduled to be strengthened by the project, has
a social conscience about those further down the MSE
pyramid They hope to get a grant that would enable them to
set up a rotating fund for minimalist credit %o hawkers and
otner micro-entreprensurs To the extent that such people as
market vendors use ~redit, it terds to he througn moreylenders
a fully 20% a month A scheme that provided short-term working
capital at commercial interest rates, plus surcharges for
irsurance, training, etc , could soon pay for itself, as the
worlawide MSE literature shows (ADEMI 1n the Dominican
Republic, BKK in Indonesia, and the Grameen development Bank 1in
Bangladesh are among the relevant evamples) So, 1f BWAS 1is
able to do well by doing good, 1t would represent a spread
effect of great promise for the ultimate breadth of coverage of
the SBDP and its successors

Men, women and the SBDP This brings us to the final
speclal topic in thils section »on beneficiaries gender
Specifically, although the current research was gqualitative and
too brief for even a full Rapid Rural Appraisal methodology to
be applied, its findings and/or prior research have indicated
that

- Men have greater access to the formal sector of the
economy, women must disproportionately earn their income
in the informal sector

- Women have a long entrepreneurial tradition in the
rural areas They long have been 1mportant in farming,
and are now the principal farmers Traditionally, women
have sold excess produce in local markets and utilized the
proceeds for their own children s welfare Under the
prevailing African system of polygamy, income and
expenditures tend to be arlocated to husband s and wives
separate purses rather than household pooling
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- With polygamy, male off-farm migration to Swazi urban
areas and South Africa, and the high proportion of
female-headed households, all women must earn income

Since they generally earn less than men, they have greater
unmet income needs Women are not only more likely to be
entrepreneurial, they are likely to be hungrier And
because so many women are responsible for feeding their
children, their efforts at income generation must be
realistic and even relentless

- Many Swazi women have not only had to generate their
own income, they have had to do so in the face of an
unfavorable and precarious legal situation If married,
they are legal minors and reguire their husband s (often
written) consent to open a bank account, get a loan, etc
Legally, their husbands are the ultimate owners of their
wives 1ncome, property and assets Therefore, a wife
cannot even pledge property bought entirely with funds she
has earned without her husband s consent

- According to some informants, a married woman can
better protect and shelter her income 1f 1t 1s generated
via informal sector entrepreneurial activities than if it
comes from a formal sector paycheck This further
enhances women s proclivities toward own-account business

But the balance of all these factors promoting vs
hindering women s entrepreneurship is clearly positive, as
witnessed by the high proportions of women among Swazi MSEs
Those with established businesses in the urban Mbabane-Manzini
area have overcome the legal and other constraints Perhaps as
a result of the process of getting over the multiple hurdles
confronting women entrepreneurs, those interviewed appeared to
be generally more dynamic and entrepreneurial than most men
interviewed

To be sure, most female informants mentioned problems with
credit as a major concern for themselves and other Swazi
businesswomen But most of them began their own businesses
with savings, rather than loans Moreover, although married
women discussed their husband s potential claim on their
business earnings, they also discussed how they managed to
avoid confiscation of income (MSE women s strong claim to
their own income is based not only on the widespread perception
that they use it for family welfare, but also on husbands
recognition that dipping into wives operating capital could

kill the goose that lays the golden eggs )
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Whether or not other women entrepreneurs elsewhere in the
country might be more hampered by their negative legal/credit
situation 1s not relevant for Phase I of the SBDP The female
informants interviewed for the current Social Soundness
Analysis all had solved the income control and credit problems
tc greater or lesser degree, and most of their ventures were
progressing These informants were chosen specifically because
they are precisely the women most likely to receive first round
USAID assistance

In short, USAID s strategy of targeting established
enterprises also acts as a de facto soclution to the potential
problem of women not having ultimate control of their own
business earnings Those who survive have figured out ways of
holding their own

All these efforts on behalf of women are fully justified
on two grounds (1) the prevalence of women among micro/small
entrepreneurs, and (2) their track record both with respect
to entrepreneurship and credit Each of these topics will be
discussed in turn

(1) Just how many women are out there? Evidence on the
proportion of women micro/small entrepreneurs and in the USAID
Larget group

Five estimates were encountered, ranging from an
inmpressionistic guesstimate +to the preliminary tabulations of
a stratified random sample survey These wi1ill be presented
from earliest to most recent

(1) The first empirical data showing that Swazi women
predominate among the entrepreneurs of the informal sector was
2 study by Matsebula in 1985

A large sample of low 1ncome urban households i1n 1984
showed that 27 7% of households derived 1income from
informal sector activities,

Women, with an average income of all operators from this
source being three times the rate for unskilled manual
labor (Russell 1986 305, citing Matsebula s (1985)
findings, emphasis added)

(2) A study by Coopers and Lybrand (1989) found that 52%
cf the urban enterprises and fully 73% of the rural enterprises
(SEAs, or small enterprise activities ) in their sample of
500 were owned by women

(3) A member of the Project Paper team Paul Clark,
estimated (1981) that women are around 60% of the SBDP target
group This was a guesstimate based on a number of sources
and i1mpressions
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(4) An analysis (Blumberg 1991) of David Shrier s data
(1990) 1ndicates a figure in the same general range as the
levels reported in the preceding three

(5) Most importantly, Mike McPherson s (1991) preliminary
run from the ongoing baseline research for the SEDP indicates
that 65.8% of the overall sample of 868 businesses are female
ouned It should be noted that the methodology involved
getting data about only the primary business within a sampled
household, defined as the one that was reported to generate the
most 1ncome This was the only business about which
information was collected about gender of owner In other
words, 1f the husband had a business, 1t would be culturally
unlikely that his wife would claim hers as the primary
enterprise even if, in fact, it did produce more income

McPherson also tabulated a percentage that 1s even more
relevant to the SBDP than the total sample figure ~ even though
this, too, 1s an underestimate of the proportion of women (see
below) He disaggregated urban businesses with a fixed
location and at least one worker beside the proprietor -
precisely the target group envisioned in the Project Paper He
found that 331 of the 836 businesses fit this category and that
43.8% were owned bv women

This 43 8% 1s an underestimate because some wealthier
tracts fell into the random sample, and a number of businesses
with over 50 employees were 1ncluded One man s business, for
example, had 1,500 employees, and several others had a few
hundred each This 1s reflected in the figure (from
McPherson s prelaiminary tabulations) that the 331 businesses
involved 2,900 workers, of whonm

453 are proprietors

211 are unpaid family
2,181 are paid workers

165 are apprentices

In short, these 331 urban businesses averaged 6 5 paid
workers and a total of 7 7 workers beside the proprietors The
final tabulations will drop businesses with over 50 employees
McPherson estimates (1991) that when the very large, male-owned
businesses are removed from the sample, the average number of
employees wi1ill go down to 2 or less and the proportion of women
owners of urban fixed location businesses with at least one
employee may rise to half or more

All in all, then, we can take as the minimum estimate for
the SBDP target group that women own at least the 43 8% found
1n McPherson s preliminary tabulation

e



(2) How well do women =mall business owners verform
compared to men? Prelamiparv ind. cations

Numerous women interviewed perceived themselves - and
other women - as harder working, more entrepreneurial, and more
responsible about credit than their male counterparts There
13 some evidence that their impressions are correct First, to
reiterate, women s lower access to formal sector Jobs gives
them fewer alternatives to entrepreneurship, and this 1s
coupled with & strong need to earn income to feed their
children, especially in a form which is sheltered from their
husbands This tends to push them toward own-account, informal
sector activities

Second, also as noted, the women who succeed in business
have had to work around legal and collateral constraints
hampering Swazi business women The final results of this
almost Darwinian process of selection are women wWho are more
likely than not resourceful, determined, dynamic and
business-minded Men have more economic options and fewer
structural obstacles to business success, so the range of male
entrepreneurial talent 1s likely to be broader

Only two examples of women s credit performance were
encountered, but both are positive First, the head of the
Community Development service that launched the loan programs
of the Women in Development project and the follow-up People s
Participation Project affirmed their low arrears and default
rates Second, information obtained from the debt collection
section of a major Swazi bank shows that women borrowers are
good payers, compared to men borrowers The general manager of
the bank was encouraged by these results (which he had
requested, apparently these data had not previously been broken
down by gender) Accordingly, he has designed a pilot progran
to 1ncrease women borrowers and ease the collateral constraints
that prevent many credit worthy women from getting loans It
should be reiterated that the worldwide MSE literature almost
unanimously shows women to be as good, or better, in loan
repayment than male counterparts

In conclusion, given the general entrepreneur:ialism and
energy displayed by women small business owners, the project s
prospects for success will be enhanced by having more than 30%
women As women are the majority of SME owners, this i1s likely
to be the case among SDBP beneficiaries x

\?QE
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ITI Qrganizational Strengthening

While time constraints were too great to carry out a full
organizational analysis, there was a strong preliminary
impression that two of the organizations Sibakho and Swaziland
Commercial Amadoda, have credibility problems whereas the other
four visited were much stronger candidates for project
intervention The SBDP Project Paper places considerable
emphasis on the promise of the newly-created Swaziland Naticnal
Business Council (SNEC) But if the complaints that surfaced
spontaneously in a number of interviews are any indicator, the
SNBC s prospects as an umbrella organization could be clouded
by the fact that not all of the organizations represented are
strong

On the other hand, there 1is cause for considerable
optimism concerning the other four organizations visited,
especially the 865-member Business Women s Associration of
Swaziland (BWAS) No other organization was able to provide
information about 1ts membership bevond an approximate total of
members and, i1in several mixed groups, a rough i1dea of the
proportions of men and women members

The following table from BWAS 1s less remarkable for the
information it contains than the fact that it was produced the
morning following the original request for data on members
BWAS has computerized 1ts records and already had entered data
on Just over 800 of 1ts total of 865 The treasurer was able
to set up and run a 10% sample of the members, aggregating data
from the membership file on each member

* The major finding of the largest AID evaluation on women
in development ever undertaken (based on a CDIE study of a
random sample of 100 projects) 1s that mainstream projJects
that ensure women s participation in proportion to their roles
and responsibilities within the project s baseline situation
are more likely to achieve their immediate purposes and their
broader sociceconomic goals than are projects that do not
(Carloni 1987 xiv)
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TABLE 1 STATISTICS OF BUSINESS WOMEN S ASSOCIATION OF
SWAZILAND

SAMPLE 10%
Female 98%
Male 2%
Urban 79%
Rural 21%
New Businesses 33%
Established Businesses 67%
IYPE OF BUSINESS

Nursery, Transport Services 7%
Handicraft, Softgoods Hawkers 34%
Retail Shops 18%
Knitting, Sewing Production 15%
Farming 11%
Other 15%

SQURCE Prepared by G T Dlamini (LaMahlalela), Treasurer,
28th March, 1991, based on a membership total of
800

The table shows that BWAS has an overwhelmingly urban
membership, the majority of whom are engaged i1n commerce (52%),
followed by clothing production (15%) Officers noted that
most members are from the Mbabane-Manzin:i corridor, with the
Mbabane area accounting for the lion s share One of the forns
of assistance of the organizational strengthening component is
to be commodities support (computers, offices, etc ) and
another 1s program strengthening support (training courses)
QOther projects reported on in the worldwide MSE literature have
come to grief when they provided commodities such as computers
without the appropriate software or training of stable
personnel to use the equipment BWAS s extent both of
computerization and use of 1ts data base apparently is unique
among indigenous Swazl organizations It could be used as a
model for extending effective computerization to other
organizations targeted for SBDP aid

A
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Several of BWAS s proposed activities merit mention at
this point because of their relevance for the SBDP The
organizational strengthening component lists innovative
activity support as one strengthening support BWAS is
seeking resources (from various sources) to launch several
innovative programs

(1) an E100,000 revolving fund for emergency short-term
loans to members (in the E2,000-5,000 range, with a 10%
surcharge for administrative costs),

{2) a minimalist credit program of short-term working
capital loans to women microentrepreneurs (1 e , hawkers and
proprietor-only ventures that fall below the SBDP target
group), market interest rates and surcharges for insurance,
etc would cover the costs of the program but still be far
cheaper than the 20% per month hawkers currently pay
moneylenders for short-term credit, and

(3) a factory in Matsapha producing dresses for export
An i1ndigenous venture of this sort would be a first for the
country This 1s a longer-term goal based on the expertise of
BWAS s members, 15% of whom are i1in knitting/sewing production

(4) BWAS also 1s seeking funds for a Center, where
members could go to a staff person for help in filling out loan
applications, and meetings and training could be held

The minimalist credit program aimed at
microentrepreneurs, (2) above, could perform an important pilot
role for future donor efforts to aid indigenous business If
BWAS 1s able to launch the program, 1ts experience, 1ncluding
both positive and negative lessons learned, could shorten the

learning curve for donors as projects subsequent to the SBDFP
attempt to reach a broader target group of Swazi

entrepreneurs This could multiply the project s prospects for
sustainability many minimalist credit programs targeting
microenterprises are running in the black, worldwide Clearly
the largest number of Swazi private sector ventures are in the
microenterprise, rather than small business, category, and the
evidence indicates that perhaps two-thirds or more are operated
by women BWAS s program could blaze the trail for sustainable
future donor efforts

SWASSTA If the enthusiasm and success of 1ts founder
owner of a Mbabane brake and clutch business employing 35 1s
any i1indication, SWASSIA (Swaziland Small Scale Industry
Association) 1s another up-and-coming organization despite i1ts
present small size (40 members, mainly SEDCO tenants) a
majority of whom are women garment producers
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SWASSIA s brochure describes 1ts aims as mobilizing small
scale i1ndustry in Swaziland, bridging the gap between
government and small business, influencing government policy on
small scale industry, and promoting the marketing of small
business products

SWRET the Swaziland Women s Finance Trust boasts an
impressive array of business and professional women among 1ts
founders (1t currently has about 100 paid-up members of a
mailing list of some 200) Once it begins operations (1t
already has raised half the capital 1t needs to activate the
Women s World Banking guarantee fund), 1t should greatly
enhance the access of local women to bank credit and services
It also 1intends to pioneer further innovations to preclude
women s need for their husband s signature on loan applications

SUPA the School Uniform Procedures Association was
founded by a former school teacher who was also a founding
member of BWAS All but one of its 200 members are women The
sole man was i1ntroduced by SEDCO to be treasurer SUPA 1s
eager for linkage to large-scale firms, hoping to supply then
With work uniforms

In sum the SBDP should assist the vibrant and preomlsing
organizations that seem well-suited for roles 1in the
development of the Swaz1i business sector

IV  Linkages

Forging ties between the small entrepreneurs and the
large-scale firms at the top of the Swazl economic pyramid 1s a
major goal of the progject Indeed, a program for the
construction industry has already been developed and other
potential linkages are being investigated While the Sibakho
representatives stressed that large firms seem not to want to
link with indigenous Swazi enterprises, others were more
optimistic

Even among some of the optimists, however, there was
concern about the ablility of many Swazi small businesses to
compete successfully for the contracts of the large firms due
tc several factors, especially pricing, and quality/quality
control

A Pricang Various kinds of producers (e g , of
uniforms and other kinds of clothing) stated that they had
difficulty competing with South African firms on price This
1s because many of the South African suppliers are big
businesses able to benefit from economies of scale, using

YV
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materials produced in South Africa Meanwhile, small-scale
Swazi producers have to pay higher prices for raw materials
purchased 1n smaller quantities from South African sources
Several business owners with aspirations of linkage suggested
some sort of group scurcing scheme as a solution

B Qualitv/quality control The volume and fixed
deadlines demanded by the large-scale firms can easily
exacerbate the small producers extant problems with quality
and quality control Several producers of school uniforms
declared their eagerness to supply work outfits to big firms
but recognized that both they and their employees would need
training in quality/quality control

C Additaonal obstacles to linkage and suggested
solutions Another frequently mentioned problem was the need
for management and accounting training for the small
businesses This was not viewed as strong an i1mpediment to
linkage as pricing and quality 1ssues, but training for owners
and bookkeeping employees (if any) was viewed as desirable
Once again, bilingual training geared to their particular type
of business was suggested as a solution

D Candidates for linkage

1 Construction is already designated in the Project
Paper as a principal focus of linkage efforts Uniform
producers constitute the second major linkage candidate In
addition, those providing certain kinds of services
(secretarial, travel), and producers of handicrafts might be
able to link up with larger firms

2 Services

a Travel/Tourism/Secretarial Services There are
modern, efficient, 1indigenous Swazi-run businesses 1n both
secretarial/office services and travel/tourism that seem
fully capable of serving the large firms For example,
one woman-owned secretarial firm has computers with
various word processing and office programs, fax and even
color photocopying Additionally, another woman owns a
travel agency that 1s about to become the first indigenous
Swazi-run firm to qualify for IATA (International
Association of Travel Agents) membership This will give
her 30-day credit with the airlines and enable her to meet
corporate billing cycles without going bankrupt Both
women as it happens are active members of BWAS
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They are doing an energetic job in seeking out large firms
on their own but suggested that there be more structured
contact between large firms and aspiring Swazi suppliers
If the project, through the Swazi Business Growth Trust
and/or the business organizations, were to organize such
contact, 1t would help solve the problem of initial entree
for Swazi small businesses seeking linkage

b Day care/Child care

Meanwhile, Swazis themselves are coming up with new
ventures that offer possibilities for linkage A final
example under services are child-related services day
care and transporting children to day care or school One
woman, an officer of BWAS, has begun a transport service
that 1s expanding at 20% a year Her driver now carries
about 130 children each morning With an additional van,
she hopes to double this The growth of her venture 1is
linked to the growth of day care centers there are now
10 1n Mbabane alcone with more likely All these new
services are linked to the growth of well-paid female
employment, including for the large firms It is
conceivable that, with a little help from the project, day
care and child transport firms could begin to market theair
services directly to the large firms

c Producers Unlike the uniform producers, the
handicraft producers and vendors are not yet organized
into a sector-specific association Several expressed
interest in exporting to South Africa or beyond, and
indicated that they would welcome contact with
larger-scale firms that deal with Scuth Africa and the
Eurcpean Community The recognized that they would need
design assistance before they would hope to be attractive
to such firms

In sum, 1t appears that pushing forward on several
potential linkage fronts over and above construction could be
fruitful The uniform producers and selected services would
seem to be the most promising initial targets, especially since
they already are members of organizations (SUPA, BWAS) that
will be involved in the SBDP

v Credat

The credit component offers potential in o¢opening up new
opportunities for growth to small-scale Swazli businesses which
never before had access to commercial loans But no other
component runs as high a risk of inflicting devastating damage
on the overall project s prospects for success 1f things go
wrong In a country as small as Swaziland, with such a
geographic concentration of 1ts micro/small entrepreneurs bad
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news travels fast A number ¢f previous small business credit
programs are considered failures Perhaps as a result, when
the basic features of the SBDP credit component were presented
to a few small business owners, some skepticism was expressed,
1in addition to a surface veneer of optimism If too few loans
are given out, or there are insufficiently vigorous efforts to
collect outstanding loans and people come to view project
credit as a freebie to a select group, the repercussions
could affect the effectiveness of other SBDP components

In addition, there are other new credit programs which are
being launched, with which SBDP could be confused Currently,
the government is promoting the Small Scale Loan Guarantee
Scheme, for example It began disbursing loans in November
1990, according to an informant The banks associated with the
scheme have been requiring 25% collateral This is being
contested by BWAS, which asserts that women have a much harder
time coming up with collateral acceptable to the bank, given
their legal disadvantages They cite as evidence the fact that
so far, men have received 89% of the loans

How, then, can success be assured” The procedures to be
adopted that are delineated in the Project Paper generally
incorporate the lessons learned of the worldwide micro/small
enterprise literatures Three areas that merit special
attention involve (1) collections, (2) coverage by gender, and
(3) proportion of trainees who receive credit

Collections The worldwide MSE literature shows that
regular one-to-one client follow-up by loan
promoters/counselors is the most important single measure in
keeping arrears and default rates low Loan
promoters/counselors tend not to like to function as collectors
but if their Jjob descriptions and work schedules permit them to
have regular client contact, they often can head off problems
before they reach the critical stage This strengthens the
already strong case for using geographically assigned loan
promoters/counselors - as called for in the SBDP design

Given the small world of urban business people in
Swaziland, frequent monitoring and analyses of loan performance
seems necessary Disaggregation of loan repayment by (a)
gender, (b) size of loan, (c) sector of economic activity of
borrower, {(d) seasonality, and other key indicators would
permit management to stay on top of collecticon Ongoing
(preferably computerized) loan performance analysis of this
sort would enable mid-stream corrections to emphasize low red
tape lending to better performing groups, While moving more
cautiously with clients in higher risk categories
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Gender and credit Much has been said at various points in the
project paper concerning the barriers women - especially married
women - face 1n obtaining credit Women s problems with acceptable
collateral, as well as the husband s signature issue have limited
their access to banks that have begun to give loans to small
business owners At this point, what should be emphasized 1s that
the situation 1s both fluid and delicate For the most part, the
fluidity 1n the situation vis-a-vis women and credit i1involves a
shift from more to less restrictive policies But the situation 1s
also delicate Since loan decisions remain up to the individual
bank manager, certain banks and branches could become recalcitrant
if not approached with finesse via policy dialogue

Here is a summary of the problems and solutions with respect to
women and credit

Problem 1 Lack of control of income by married business
women, the threat ¢f husband s confiscation

Solution Deal with established entrepreneurs - they already
have overcome any problem, morecver, nn married woman interviewed
ci1ted husband s demanding money from her business as a problem

Problem 2 Married women s need for husband s written consent
for a loan

Selution (a) The project can ascertain that bank managers
w1ll abide by the policy of granting a loan of E1,000-E20,000 to
anyone who has passed the Credit Committee of SBGT (b) USAID and
SBGT officials can engage in policy dialogue with appropriate
government officirals and bank managers and national-level executives
to accept (1) the letter of a reputable business organization,
and/or (2) the fact that a loan guarantee exi1sts, i1in lieu of the
husband s permission (c) USAID and SBGT can coordinate policy
dialogue efforts with the two entities that have had success, to
date, in eliminsting husband s written permission for loans the
Tinkundla Community Development top management and BWAS

Problem 3 All women s difficulty in providing acceptable
collateral to banks given the rules of transmitting land in
Swaziland and the gender distribution of cattle and other bankable
assets

Solution Basically the same as for Problem 2 getting banks
to automatically grant a loan ¢of E1,000-E20,000 with no further
collateral requirement, to anyone approved by the Credit Committee,
coordination with other organizations working on this problem

Proportion of trainees who receive credit The SBDP calls for
fairly extensive training It 1s conceivable that a disjuncture
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could arise in the early phases of the project +training could be
proceeding full steam ahead, while the pace of loan approval and
disbursemert proceeds much more slowly This could lead to a
problem 1f the training (deliberately or inadvertently) has been
promoted a3 a prerequisite to credit and if it costs more than a
nominal sum

For example, one training and credit project in the secondary
citlies of Ecuader came to grief over this 1ssue Delays in loan
disbursement and miniscule numbers of approved loans led to
frustration on the part of those who had taken the business training
in expectations of subsequently obtaining credit They vented their
frustrations and word spread quickly 1n these smaller cities
Attendance at training courses plummeted and the viability of the
project was threatened

VI Training

The first 1ssue concerns the demand for business training that
1s not free Fortunately, there are recent data According to
several informants, the Union Bank has been filling 1ts monthly
bilingual seminar at a cost of E20 or E25 per session They provide
instruction in the standard business topics such as keeping
accounts, marketing, etc Several informants immediately mentioned
the well-attended Union Bank seminars when asked about the demand
for training

The second issue is whether people will pay for more extensive
training than a one shot seminar without the carrot of fairly
assured post-training credit Here, officers of all organizations
contacted, with the exception of Sibakho, felt that many of their
members would sign up for good, bilingual training for 1ts own sake,
provided that 1t was not too expensive and was payvable in
installments Most of the small business owners queried also
1ndicated that they felt they would benefit from training, even
without the further inducement of credit But they put more
gualifiers on price, and more emphasis on their need for credit, not
Just training All, however, were 1n agreement that some training
1S needed to handle credit, especially for micro/small entrepreneurs
who are not used to keeping accounts and who have never had loans
before

The third 1ssue involves sector-specific vs more general
training Here, the president of the School Uniform Producers
Association spoke of the great need for sector-specific training for
her own members Her point was echoed by the woman who 1s beginning
to organize an association for beauty/hair care entrepreneurs Both
women spoke of urgent needs for technical training for not only the
business owner, but also for key employees Their views were echoed
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by several small business owners In addition, several other small
entrepreneurs volunteered the comment that they wanted and needed
general business training (1n management, bookkeeping, marketing
etc ), but they they would prefer that content focused on their own
particular type of business The Project Paper 1s sensitive to this
i1ssue and training efforts will, where possible, be geared to major
economlic sectors

Fourth, the above discussion also highlights the need for
bilingual training, something which 1s not emphasized in project
documents Although everyone interviewed had sufficient education
to be a fluent speaker of English, several officers of organizations
and several entrepreneurs spoke of their comfort level 1n receiving
information i1n bilingual situation, where ambiguities could be
clarified 1n siSwat: This also i1mplies that the trainer i1s from
the same racial ethnic group Given these finds, 1t would seem a
good idea to use Swazi trainers wherever possible, 1n order to
maximize rapport and learning In case of complex training beinsg
given by an expatriate, 1t would seem a good 1dea to have a Swaz:
assistant - who, 1in the process, could be trained to provide
subsequent 1nstruction

Fifth, close coordination between the training and linkage
components of the project needs to be explicitly planned The
Project Paper stresses that training should be integrated with tbre
other components of the project (e g , intensive business training
to selected entrepreneurs, sector-specific training for construction
businesses with potential for linkage, etc ) Little of this 1is
spelled out, however Several of those interviewed volunteered a
specific suggestion 1in this regard that bears mentioning

As 1t happens, two consultants from the International Executive
Service Corps (IESC), were 1in the country during the period of field
research and were 1in contact with many of the same people
interviewed for this report Therefore, a couple of informants
asked about the possibility of IESC consultants doing a
sector-specific consultancy, whereby they would analyze, diagnose
and help several firms in a given branch of economic activity
There would be some economies of scale in this approach, as some of
their time could be spent 1n group meetings where common problems
were discussed

If such consultancies could be combined with the
sector-specific training on techniques, gquality/quality control
etc , entrepreneurs in particular types of businesses could receive
a synergistic combination of training and guidance It should be
easier to achieve critical mass for lirkage under these
circumstances, especially 1f the large-scale firms that the smaller
ones would like to link up with are invited to provide 1nput to zne
training, and even part.c.pate 1n some of the sess.ons
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Si1xth, some gender differences surfaced in the interviews
Women entrepreneurs were more likely to declare themselves very
deficien: 1n proper management and accounting practices, and seemed
more eager for general business training They stated that their
education had not included such subjects and they would like to
learn them, 1n order to get their business on a more firm profit
footing In contrast, men and women seemed about equally
enthusiastic about training geared to their particular type of
endeavor Once again, these data must be interpreted with caution
due to the small, non-random nature of the sample interviewed

Since most of the women interviewed were members of BWAS, and
BWAS s leadership 1s eager to strengthen the organization s services
to members, promoting training under the auspices of BWAS - and
other organizations, as discussed in the Project Paper - 1i1s a
clearly desirable idesa In general, the location and auspices of
training still remains to be worked out

Seventh, and finally, there was considerable variations in the
extent to which SEs interviewed faced marketing problems The group
meeting of SEs in the Business Management Extension Program

incubator i1in Manzini stressed this topic above all Most
experienced extreme seasonality in their businesses and felt they
did not know enough about marketing - and product diversification -
to guarantee effective demand for their products throughout the
vear The business people who spontaneously stressed the need for
marketing training were located in either the BMEP incubator
workshops or the Mbabane SEDCO estate These people are receiving
subsidized premises from these two respective programs, but
mentioned that they would like more help with marketing Whether
SEs located outside these subsidized enclaves are as keen to receive
training 1n marketing 1s an 1ssue that could not be explored in the
brief time of the field work Accordingly, 1t remains a topic for
further follow-up

VII The Swazi Business Growth Trust

Time did not permit any major investigation of the social
gsoundness of the SBGT In fact, the only topic that surfaced with
respect to the SBGT concerned the extent to which women would be
represented on 1ts Board and Credit Committee The first involves
the composition of the Board wi1ill a person from a predominantly
female organization (e g , BWAS, SWFT, SUPA) be one of the two small
business representatives on the Board” The second concerns
staffing w1ll one of the SBGT executives who make up the Credit
Committee be a woman who 1s sensitive to the speciral constraints
women face with respect to credit”?
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These are quite important points, however, given the prevalance
of women i1n the target group, as revealed by the baseline research
All the 1interviews with established women SEs underlined theirr high
level of competence and dynamism It would appear that the project
could only be helped by insuring women s representation on these
crucial bodies

VIII Monaitoring and Evaluation

As a final topic, 1t 1s suggested that monitoring plans should
stress the i1mportance of (l) conducting continuous (preferably
computerized) analyses of the progress of project components, and
(2) drsaggregating all routine and special-study monitoring
indicators by gender and other relevant dimensions, such as economic
sector, size of business, location, etc The information should be
relayed regularly to project management so that the composition of
the actual beneficiary population for each component can be matched
to the actual performance of different strata Mid-course
corrections can then be made in a timely manner and the project
targeting honed to 1nsure that the best performing groups are
adequately represented After all, a successful Phase I of the SBDP
can have important consequences throughout the Swazi private sector,
as well as i1nfluence funding decisions of the major donors

IX  HMethodology

Although a Rapid Rural Appraisal (RRA) methodology was used,
the time spent in Swaziland was too brief (March 24-April 1, 1981)
for a full RRA to be carried out Nonetheless, a total of 80 pecple
were 1nterviewed in the country Although this i1ncluded three group
meetings of about half-a-dozen each, most of these people also were
interviewed individually as well

A total of 27 men and 33 women were interviewed in Swaziland

This 1ncluded 13 men small entrepreneurs and 16 women small
entrepreneurs (SEs) who were interviewed about their businesses and
problems, most frequently in their place of business It also
included five men and three women from USAID, and a variety of
Swazis from different organizations and government ministries
Among the SEs interviewed were a number of tenants of the SEDCO
estate in Mbabane and a group of fledgling entrepreneurs in the

incubator program of the Business Management Extension Programme
in Manzini, other informants were independent business pecple 1in
Mbabane, Manzini and Pigg s Peak Among the organizations whose
officials were interviewed were Sibakho, Swaziland Commercial
Amadoda, Business Women s Association of Swaziland, Swazi Women s
Finance Trust, School Uniform Producers Association and Swaziland
Small Scale Industries Association Project documents and other
reports obtained in Swaziland alsoc were analyzed
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In the United States, prior to the field wvisit, an
exhaustive literature review on Swaziland was conducted using
the resources of the University of California library system
In addition, telephone interviews were conducted with five
people with recent Swazi micro/small business sector experience
(two men, three women -~ 1including an official from the Swazi
Embassy), and with three other experts in micro/small
enterprise development who were familiar with the Swazi Small
Business Development Project Because the Gulf War cancelled
the originally scheduled research travel in January 1991, a
paper (Blumberg 1991) was written in the United States 1in
February outlining gender considerations

The basis of RRA 1s triangulaticon -~ getting at least two
sources of data {(using an eclectic mix of methocdologies) about
each of a limited list of variables Time pressure precluded
full triangulation for the present research Accordingly,
reliability and validity must be considered more problematic
than 1f a fully triangulated RRA had been completed Despite
this caveat, 1t should be ncted that there proved to be a high
convergence between the findings of this research and those of
other studies of the Swazi micro/small business sector -
inciuding the analyses carried out for the other Annexes of the
Project Paper

Gender was the original focus of the research, but once in
the fi1eld, at the request of the Mission, an attempt was made
to explore empirically as much as possible of the social
soundness of all the project components (credit, training,
organizational strengthening, linkage), and the beneficiary
group targeted
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ANNEX F

SWAZI BUSINESS DEVLOPMENT PROJECT PAPER

Credit Component Description

I THE NEED FOR A CREDIT PROGRAM FOR SMALL BUSINESSES

The credit component of the Swazi Business Development Project
15 designed to ensure that small businesses in Swaziland have
access to credit in order to expand their operations and
enhance their ability to develop within the larger Swazi
economy

Interviews and studies have shown that the main barriers to
credit experienced by small businesspersons in Swazirland are

- a reluctance to approach commercial banks,

- a lack of bookkeeping and managerial experience,
leading to an i1nability to present the required
financial information and business plans to banks,

- a shortage of management tim= at the banks and high
transaction costs per loan, leading to a reluctance
of commercial banks to lend relatively small amounts
of money, and

- the lack of security/collateral for small business
loans

Experience in other countries in Africa and elsewhere has shown
that credit programs aimed at the small business sector can
lead to business expansion and increases 1n net equity of
business owners This has been demonstrated in the Business
Management and Extension Program in Manzini, Swaziland, the
Asikhutulisane Savings Cooperative 1in Swaziland, the Get Ahead
Foundation in South Africa, and USAID s Small Business Credit
Program in Egypt A particular benefit of these projects has
been to help small businesspersons reach the first rung of the
commercial credit ladder leading to sustainability Examples
have also shown that the provision of non-commercial credit (in
the absence of commercial credit) has been essential to the
establishment of linkages between small and large businesses

Although the lack of access to commercial credit by small
businesses has been demonstrated, this is not the sole barrier
to small business development Other barriers include
limitations on the understanding of markets, i1nability to
utilize modern technologies to procduce products which are
competitive 1n today s markets and lack of business management
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skills Although, typically, small businesspersons often state
that additional credit is the main solution to their business
problems, deeper analysis reveals that octher forms of assistance
are also necessary to impact on small business development The
SBD Project will not only address the shortage of credit, but
other problems as well

II DESCRIPTICN OF THE CREDIT COMPONENT

The credit component will establish a credit unit within the
Swaz1 Business Growth Trust (SBGT) It will be responsible for
the administration of both a Small Loan Program dealing with
loans in the E1,000 to E20,000 range, and a Loan Assistance
Program dealing with loans over E20,000

The lower range of E1,000 - E20,000 has been identified as
falling below the level at which the commercial banks in
Swaziland have considered lending economical The lower limit
of E1,000 has been set since loans below this amount are
unlikely to be a prime regquirement of the target group and would
requlre a different approach

For the 8Small Loan Program, the SBGT will enter into an
agreement with a commercial bank Under the agreement, the SBGT
w1ill assist the borrower with loan preparation, appraisal and
monitoring services, and a loan guarantee The bank will
provide normal banking services and adequate accounting
information to allow the SBGT tc monitor loan repayments

Under the Loan Assistance Program, technical assistance will be
provided to businesses 1in preparing loan applications to
commercial banks requesting amounts over E20,000 Borrowers
whose credit requirements fall between E20,000 - E50,000 will be
assisted in preparing business plans and lecan applications to
apply to the Central Banks Small Business Credit Guarantee
Program Under SBDP, loan guarantees may be made on a limited,
case~by-case basis, provided that the SBGT believes that a loan
1s Justified but not otherwise available through other channels
(notably the Central Bank Guarantee Program) However, wherever
possible, the borrower will be expected to provide his/her own
collateral

ITII ORGANIZATION OF THE CREDIT UNIT
A Staffing
The Credit Unit of the SBGT will be organized as follows

The Loan Committee will be chaired by the Business Loan Manager
and i1nclude the General Manager, the Deputy General Manager, the
Business Development Advisor and the Deputy Business Development
Advisor/Training Coordinator Its role will be to approve or
d.sapprove loan applications

\
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The Business Loan Manager will be responsible for coordinating
and managing the activities of the Credit Unit, pre-appraising
loans, handling loans of over E20 000, and recruirting and
training the Small Business Advisors S/he will pe responsible
for ensuring that procedures are established, followed, and
periodically reviewed S/he will also liaise with tre Business
Development Unit when direct management assistance 1s indicated
for loan recipients S/he should have a Bachelor s Degree .n
Business Administration or Commerce or similar qualifications
and have approximately 10 years of professional business
experience, preferably including an advanced business degree

The 32mall Business Advisors will be responsible for visiting
potential loan recipients identified durirg the baseline survey,
preparing applications, and follow-up The effectiveness of
these advisors will be key to the success of the credit

program Consequently, they must be carefully selected and be
highly motivated and have a high degree of integrity They must
be prepared to reside i1n communities 1n the area that they
service, to know the areas and the local businesses very well,
and communicate with the target groups Furthermore, they
should have, or be able to rapidly acquire, basic financial
skills They should have either an advanced level high school
diploma with five to ten years business experience, or have a
Bachelor Degree in Business Administration or Commerce and up to
five year s business experience Two Advisors will be recruited
during the first year and a third will be recruited in the
second year One of the initial two officers should have higher
gqualifications 1n order to enable this person to handle loans of
over E20,000 S/he should have a Bachelor Degree in Business
Administration or Commerce and have at least five years work
experience in financial analysis

(Detailed job descriptions for the Business Loan Manager and the

Small Business Advisors are included as Annex C , Institutional
Analysis)

B Actavities

The duties of the Credit Unit under the Small Loan Program shall
be

- To 1dentify businesses which would benefit from the
provision of credit under the scheme,

- To assist applicants 1n loan application preparation
and business plans,

- To take full responsibtility for the appraisal of
loans, and

- To monitor loan repayments

N E
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A more detailed description of procedures 1s included in
Attachment 1 to this component description

There w1ill be no general promoticon or advertising of the scheme
other tnan direct approaches to potential beneficiaries
1dentified during the baseline survey

The duties of the Credit Unit under the Loan Assistance Program
shall be to assist with the preparation of loan applications and
provide 1n limited cases, a loan guarantee to the bank to
support the application

C Training and Technical Assistance for Credat Unit Staff
1 Initial Staff Training

All staff will receive the following training prior to
assuming Job duties within the Credit Unit The Business
Loan Manager will participate fully in all training,
although this may include acting as both instructor and
student

a Two weeks initial instruction covering,

- record keeping

- costing and pricing

- budgeting

- financial projections

- financial analysis

- interviewing techniques
- basic general management

b one persnn months on-the-job training seconded to
the Get Ahead Foundation in South Africa

c Four weeks subsequent instruction continuing with
the topics introduced in the initial instruction
sessions and also covering the unit s own
procedures for loan assistance, approval and
nonitoring

These three modules will run consecutively The i1initial and
subsequent instruction will be provided by a short-term
trainer with experience in small business loan programs

2 Recurrent Staff Training

The staff of the credit unit shall participate 1n a five
day seminar each half year This seminar will be used to
discuss and examine cases of general interest that have
been encountered by the unit s loan staff It may also
include specific technical training where a need has been
1dentified by the Business Loan Manager The seminar will
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be designed and developed by the Business Loan Manager Other
relevant SBGT staff, such as the Small Business Facilitators
w1ll participate 1in all or part of the activity The seminar
w1ill be facilitated by a regionally based consultant with
relevant training experience With time for preparation and
travel, his/her input will be 10 days per seminar

3 Institutional Development Consultancies

The unit will receive the following consultancies to
develop 1ts institutional capablilities

a 15 person days assistance provided over three
visits by a consultant familiar with the
management of similar credit programs, to provide
advice on recruitment, training, procedures,
implementation and negotiation with the bank,

b S1x months technical assistance to help establish
the unit and the development of the business loan
program

IV THE LOAN ASSISTANCE PROGRAM

The objective of this project subcomponent 1s to assist small
businesses which are identified through the business linkage
component of the Project which require loans larger than

E20,000 Business planning and loan application preparation
assistance will be provided by the SBGT to help these businesses
apply for credit through normal commercial bank channels,
particularly banks participating in the Central Bank s small
business loan guarantee program

In a limited number of cases, a direct guarantee to the bank for
the loan amount wi1ll be given However, the guarantee will only
be given where absolutely essential within the context of
project objectives and may only be a partial guarantee, 1f
feasible

To create a facility for the granting of guarantees for loans
over E20,000, USAID will deposit E800,000 1n a separate account
at the same bank used for the Small Loan Program This will act
as a cash cover for these loans The total amount of guarantees
1ssued will not exceed the available cash cover

In determining the most appropriate mode of intervention for
loans of this size, consideration was given to including them as
special cases under the Small Loan Program However, the mode
of 1intervention described was selected because

- 1t maximizes the involvement of the banks and 1is
therefore more commercial,
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- the uncertainty surrounding the size ¢f locans in this
range and the probability that the numbers of loans
will be small i1ndicates that a series of ad hoc
arrangements i3 appropriate, and

- the 1nclusion of large loans, some of which may
individually approach the size of the entire small
loan portfolio, would probably make the leveraging
arrangement with the bank unworkable

The objective of this loan facility 1s supplement, rather than
duplicate other existing loan guarantee programs The following
criteria shall be used in determining the appropriateness of a
loan guarantee under this facility

- The enterprise does not qualify for a loan under the
Central Bank s Credit Guarantee Program,

- The enterprise has been receiving assistance under
another Project component,

- The enterprise shows significant growth potential, and

- That growth potential can only be realized with a loan
under this facility

v BANK AGREEMENT FOR THE CREDIT PROGRAM

To establish the Credit, the SBGT will enter into an agreement
with one local commercial bank The decision to involve only
one local bank was based on the need to minimize the negotiation
process and the need to simplify the administration of the loan
portfolio Using only one participating bank will mean that
essential management information provided by the bank will be
conveniently conscolidated Two banks were initially i1dentified
as suitable - Barclay s and Standard Chartered Both banks were
interviewed by a USAID sponsored credit expert The results,
which are on file at USAID, were reviewed by the SBGT Trustees
and Standard Chartered was selected as the participating bank

As a result, USAID entered into a Memorandum of Understanding
(MOU) with Standard Chartered prior to the authorization of the
Progject The MOU sets forth the parameters for the relationship
between SBGT and the bank for the Credit Program (A copy of
the MOU is found in Attachment 2 )} Subsequently, SBGT and the
bank will enter into a detailed agreement, based upon the MOU,
negotiated by the 3IBGT General Manager and Business Loan Manager
and approved by USAID and the GOCS



-136-

VI IMPLEMENTATION OF THE CREDIT PROGRAM

This project component will need carefully timed i1mplementation
to ensure that staff are recruited and trained to be ready to
start operations as closely as possible to the time that the
agreement with the bank becomes operational Relevant
activities have been scheduled intco the project implementation
plan accordingly It 1s i1mportant to note that a phased
implementation of the program 1s contemplated, e g , the Small
Business Advisors shall be hired in years 2 and 3 of the
Project The hiring of staff can thus be tried to increased
proJject activity It will be the responsibility of the General
Manager of the SBGT to modify the plan in the light of the pace
of project activity

VII COMPONENT INPUTS
The following i1nputs will be needed for the life of the project
A Staff

- 1 Business Loan Manager for 4 years
- 2 Small Business Advisors for 4 years
- 1 Small Business Advisor for 3 years

B Technical Assistance

- one month per year for 4 years to provide training in
loan monitoring and appraisal

- 10 days year consultatation from experts in the
management similar credit programs

- 6 person months to 1nitiate the implementation of e
unit

C Local Travel

- Travel allowances
- 2 progjgect vehicles (bakkies)

D Miscellaneous

- Legal fees incurred in contracting with tne bank

- Legal fees incurred in recovering bad debts

- Payment to participating bank for systems development
- Preparation of a brochure describing the scheme

It 1s anticipated that the Credit Unit will require a satellite
office 1in Manzini with office equipment (including telephone and
fax) in addition to that provided centrally in the SBGT in
Mbabane

=
N
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X FUNDING REQUIREMENTS

Funding of the loan program will be a total of E1,000,000 0f
this E200,000 will be allocated initially to the Small Loan
Program and E800,000 to the Locan Assistance Program However
the agreement with the bank will contain a provision for some
flexibility in the split between these amounts The uneven
split 1s based on the demand analysis described below It is
expected that the participating bank will leverage the Guarantee
Fund under the Small Loan Program, but not the funds allocated
to the Loan Assistance Program

Demand for loans under the Small Loan Program 1s based on the
following assumptions

Loan Average Total Average
Range Size Number Term
E 000 Eoo0 Months
1 -3 2 250 9
3 - 10 5 150 9
10 - 20 15 50 18

Figures are based on assumptions of total numbers of businesses
in the target group and take into account the fact that it is
anticipated that there will be a large number of repeat loans
from developing businesses The pattern of borrowing 1s roughly
consistent with the experience of the Get Ahead Foundation The
amounts should be considered as upper limits - they are unlikely
to be exceeded

It 1s further assumed that the project will not disburse any
funds i1n the first half year, and that for the second half year
disbursements will be made at 60% of the rate later in the
project The rate of default 1s estimated to be 5% with 12%
interest received on the Guarantee Funds

On this basis, and with the assumption that the bank will
leverage 1 1 in the first year of full operation (1 e , from 6
rnonths after the start of the project) 2 1 1n the second year,
3 1 1n the third year and 4 1 1n the fourth, total funds
available compared with the potential demand are shown in the
table below Preliminary discussions with the local banks
indicate that they can reasonably be expected to provide
leverage along these lines
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Small Loans Program Funds Available and Anticipated Demand

Balance
End
E 000 Month 6 12 18 24 30 36 42 48

Funds

Available 424 450 470 723 723 956 944 1165 .
Total

Demand 0 191 444 601 o646 646 646 589

These figures are derived from the detailed financial analysis
attached The funds available have been calculated using some
simplifying assumptions which tend to understate the actual
amounts i1involved

In addition, 1t 13 estimated that the following amounts may be
disbursed under the Loan Assistance Program

Average Total Average
Range Size Number Term
E 000 Eoo0 years
20 - 50 30 30 2
> 50 75 30 3

There 1s little hard data on which to base these assumptions
They are derived from interviews conducted with small businesses
during project design It 1s possible that actual demand will
be significantly different

It 1s assumed that i1nterest and default rates will be the same
as for the Small Loan Program It 1s also assumed that in 50% of
cases, a guarantee 1s not needed as the borrower will be able to
provide his own security, or the bank will be able to lend
against predicted revenues

It 1s not anticipated that leverage will be available for the

Loan Assistance Program This 1s because the number of loans

may be too small for the bank to develop sufficient confidence .
to leverage In addition, the purpose of the Loan Assistance

Frogram 1s to integrate these medium-sized businesses into the

normal commercial credit system The direct guarantee for loans

under this project subcomponent will only be for special cases

to reinforce other Project component activities On this basis

the amount of cash cover available compared with potential

demand for guarantees 1s shown in the table below

N / ”~ &2 IS - n . =
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Loan Assistance Program Cash Cover and Qutstanding Guarantees

Balance
End
E 000 Month 6 12 18 24 30 36 42 43

- ———— o ————— —_—— - — " - —— v . . > - G ——— - -

Cash Cover
Available 848 899 953 1010 1071 1133 1198 1262

Outstanding
Guarantees 0 105 315 525 735 915 1067 1350

The excess of guarantees over reguirements 1s not significant
compared with the overall uncertainty in demand

X SUSTAINABILITY

The credit facility provided by the unit 1s structured so that
the participating commercial bank 1s the prime lender and a
continuous point of contact with the borrower This ensures
that the borrower 1s brought onto the commerc:ial banking

ladder When s/he requires additional funds for further
expansion, s/he will accordingly find it considerably easier to
borrow funds from the commercial bank without either the
technical assistance or the guarantee provided by the project

Experience 1in South Africa and Egypt waith similar USAID
supported schemes has shown very low default rates
Consequently the guarantee fund should be self-sustaining 1in
that the rate of draw downs against defaulting loans will be
lower than the rate of interest accrual

Borrowers under the Small Loan Program will be asked to
contribute a fee for the assistance they recelve under the
scheme This wi1ill be 10% of the loan amount This fee will be
payable 1n advance of the lcan being granted This will
contribute approximately E200,000 to project funds, calculated
as follows

Range Average Total Total
Size Number Value

g 000 go00 £ 000
1 -3 2 250 500
3 - 10 5 150 750
10 - 20 15 50 750
Total 57566

10% « E 2,000,000 = E 200,000
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Borrowers receiving Loan Assistance Services, will pay 2% of the
loan amount plus 2% of any guarantee provided This will
contribute approximately further E100,000 to project funds
calculated as follows

Range Average Total Total
Size Number Value

£ o000 5000 E 000
20 - 50 30 30 900
> 50 75 30 2,250
Total 5:;56

Total assistance fees 2% x E 3,150,000 = E 63,000

Total guarantee fees (guarantees granted
in 50% of cases 2% x 50% x E 3,150,000 = E 31,500

Total E 94,500

~ oo -
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ANNEX F
ATTACHMENT 1

LOAN APPROVAL AND MONITORING PROCEDURES

Small Loan Program

Detalled loan approval and monitoring procedures will be
developed by technical assistance 1in collaboration with the
Business Loan Manager during the implementation phase In
outline the procedures will be

o

Q

Q

o

Client Identification
Client Selection

Loan Appraisal

Loan Approval

Loan Disbursement
Supervision
Collection

Loan After Care

These are discussed in turn below

1)

11)

Client Identification

Client i1dentification will be based on the results of the
baseline survey, coupled with follow up survey visits by
the Advisors The scheme will not be advertised because of
the probability that a large number of unviable proposals
for loans would be submitted as a result

Client Selection

Once clients have come into contact with the credit unit,
the Advisors will carry out an 1initial assessment to
determine 1f the applicant meets required criteria

The criteria should take into account the following
factors

a) Purpose of the loan

Loans granted under the will be utilized for business
purposes and can be used to finance both working
capital are fixed assets No loan for personal
purposes will be approved under this program
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b) Size of the lecan
Only loans between E1,000 - E20,000 will be considered
c) Target group

The target group will be Swazi small scale
entrepreneurs who

are 1n business

operate from a fixed location

have a bank account

have at least one employee

not able to obtain loans from commercial banks
operate businesses that are viable and will
generate enmployment

operate in geographic areas where the SBGT has
already assigned an Advisor

credit worthy

have already contributed at least 10% of the
capital required

iii) Client Appraisal

1v)

This 1s the most difficult area as many of the smaller
clients will not have financial records of any kind
Advisors will therefore gather information through
1nterviews

Approval procedures will vary with the size of the loan
The following are indicative

Loan Size Proposed Procedures

E 000

1 -3 Character check, minimal financial analysis
4 - 10 Character check, full break even analysis

10 - 20 Character check, detailed financial analysis

At this stage the Advisors will assist the applicant to
prepare a business plan -

Loan Approval

Successful applicants will have to pass the following
approvals

a) Advisor - by selecting borrowers for appraisal the
Advisors will exercise the first approval

e - -
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b) Business Loan Manager - will review all applications
to ensure that all set standards and procedures are
met

c) Loan Committee - will review all applications and
authorize the loan

Loan Disbursement

Loan disbursement and repayment will take place at the
bank, which 1s the prime lender Subject to the negotiated
agreement, the banks normal procedures and charges will
apply

Supervision and Loan After Care

Continual supervision of borrowers 1s critical to the
success of the program Advisors will visit clients at
least once and possibly twice per month Advisors should
use these visits ldentify areas of weaknesses in the
clients business and provide ongoing support

Advisors should also liaise with the Training Advisor in
cases where specialized training i1s required

Because of this work locad, Advisors will normally deal with
approximately 50 outstanding loans at any one time

Loan Assistance Progran

Selection of clients, provision of technical assistance and loan
appraisal presentations shall be the responsibility of the
Business Loan Manager

Approval of Loans will be made by a client selected commercial
bank based on a SBGT assisted business plan and loan proposed
when no SBGT guarantee 1s involved

When a SBGT full or partial guarantee 1s approved by the Loan
Committee, the locan approval will be made by the commercial bank
which manages the SBGT guarantee fund based on normal commercial
practice taking into account the SBGT guarantee

ROLE AND OPERATION OF LOAN COMMITTEE

Composition Business Loan Manager (Chair)

General Manager

Deputy General Manager

Business Development Advisor

Deputy Business Development Advisor
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Responsibility

a) Approve and disapprove loans All approvals must be
unanimous

b) Approve and disapprove loan policies The General Manager

has a casting vote in the case of any tie on wvote on
changes in procedure

c) Approve the issue of loan guarantees
Operation

The Committee will meet as arranged by the Business Loan
Manager This wi1ll normally be fortnightly or monthly

REFERENCES

DAI Draft Report Survey of the Indigenous Small Scale
Enterprise Sector

Gina and Gule Needs and Problems of Small Scale Enterprises in
Swaziland, A Library Research Conducted for USAID

Matsebula Characteristics of Swaziland s Urban Informal Sector

Pemberton - Pigott, C State of the Industry Report -
Woodworking pub CARE
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ADEY T

ATTACEM T 2

MEMORANDUM OF UNDIRSTANDIJG
BETWIEN THI UNITZID STATES AGzZNCY FOR INTERNATIONAL DEVELOPJENT
AND STANDARD CHARTERID BANK SWAZILAND LIAITZ
FOR THZ CREDIT COMPONENT OF THE
SW#AZI BUSINESS DEVELOPMENT PRCJECT

The United States Agency for International Development in
Swaziland (hereinafter referred to as "USAID") and Standard
Chartered Banx, Swaziland Ltd (hereinafter referred to as "the
Banx") nereby enter into this Memorandum of Understanding
efiective as of the date written below with regard to a credit
program for indigenous Swazi-owned small and medium scale
businesses envisioned under the Swazi Business Development
Project

WHZREAS, USAID 1s currently finalizing the project design of a
project entitled tne Swazl Business Development Project
(hereinafter referred to as the "Project"),

WHEREAS, the implementation of a new small business credit
component 18 viewed as i1integral to the success of the Project,

WHEREAS, USAID wishes to commence negotiations with a commercial
bank 1n Swaziland to serve as the prime lender to Swaziland small
business under the Project,

WHEREAS, USAID has 1dentified the Bank as a potentizl prime
lender for the Project,

NACREAS, the Bank has i1ndicated 1ts interest in the Project ana
potential willingness to serve as the prime lender for the credit
component of the Project,

#HERZAS, USAID and the Bank seex to enter into negotiations
culminating 1n a written agreement finalizing the details of this
Memorandum of Understanding within the framework described below,

NOW, THIRIFORE, JS3SAID and tre RBank nereoy agree as follows
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1 A pr.vate, non-profit Trust entitled the Swaz. 3us.ess
Grow#t~ Trust (nereinafter referred to as tne "SBGT") snall be
estaol.isned ~nich snall be legally registered in Swaz.lana and
responsiole zor tne overall adainistrat.on and prozot.on of a
prograa to asgssist indigenous SWazl-owned small ana
micro-enterprises This program 111 1nclide a credit componen=
for smail and micro-enterprises whicn shall ut.lize the Banx to
gerve as pr.me lender for the program It 13 anticipated tnat
tne Project w.ll be finalized 1in mid 1991 and that a tecnnicads
assi3tance team will be fielded 1n Swaziland 171 1992 It 1s
furtner expec~ed that tnis team #111 finalize the arrangements
Zor tne c-edit program througn a written agreement petween the
S3GT and the Bang 1in regard to this Memorandum of Understanding

2 The 1nitial 1life of the Project snall be for a period of
four ana one half years I% 1s planned that US$§6 million will pe
contriouted by USAID ana E{ million by the Government of
Swaziland (GOS) (tne portion allocated for %tne credit program
will consist of U3$359,000 from JSAID and E{1 million from the
G0S)

3 The oojective of the credit program 1s to address a current
need for credit by Swazi-owned small and micro-enterprises in
Swaz.land through the development of a long-term, self-sustalning
c~ed1s progran This program would provide credit to eligible
reciplents at commercial rates oI 1nterest througn tane commercial
banking system It 1s anticipated that the SBGT will continue to
operate peyona the life of the project and tnat 1ts relationship
Wwlth the Banx will continue as long as SBGT and the Bang find tre
relat.onsnip to be mutually beneficia.

4 USAID and the Bank agree that the credit program envisioned
under this Project shall have tne following frameworx

a Responsibilities of the SBGT

1) The SBGT shall be responsible for the promotion and
overall administration of the credit program

2) Most of the loans unaer the program snall be in <he
range oI £1,000 to E20,000 and pe lent under tne
Small Loan Program component of the Project
Some exceptional loans above E20,000 z=ay be
guaranteed on a case-by-case basis, «1th the approval
and participation of the Banx These large~ loans
snall oe lent ander the Loan Assistance Prog~am
comronent of the Project (Loans 220,000 or below
snall be nereinafter rererrea to as "Class A Loans"
and loars over 220,000 refer-ed to as "Class 3
Loans")



5)

6)

7)

The SBGT snall place I1 Million on 2eposlit #1Tth tne
Bank to act as a Guarantee Fund to the Banx zor
defaults under the progranm E200,000 snall be
initially allocatea to guarantee tne Class A loans
under the Small Loan Program and E800,000 snall ne
1n1tially allocated to guarantee the Class B loans
under the Loan Assistance Progranm These allocations
are based upon tne assessment of the 1nitial qemand
for tne loans

The SBGT snall receive applications for Class A loans
under tne program and provide technical assistance to
enterprises i1n the preparation of all documents
necessary for the processing and assessment of the
loan applications

The SBGT shall charge a processing fee to tne Ciass A
loan applicants for assistance in the preparation of
tne locan application This fee shall be charged 1in
advance of tne loan appraisal

The SBGT staff shall prepare, evaluate and monitor all
Class A loans Upon tne approval of all loans under
this amount by the SBGT, the loan documents snall be
forwaraed to the Banx for automatic processing of tne
loan In cases of default, (loans delinquent for more
tnan 120 days under Class A loans,) further collection
efforts snall be the responsibility of the SBGT

In regard to the Loan Assistance Program of the Project,
the SBGT snall provide tecanical assistance to
medium-scale enterprises in the preparation of loan
applications and related documents for suomission to
the Bank under ordinary bank loan appraisal

procedures or which gualify for the Central Bank's loan
guarantee program This assistance will be provided to
the enterprises on a fee basis to be determinea by the
SBGT A loan guarantee under tne Loan Assistance
Program will be available to an enterprise for a Class
B loan only when 1t meets all of the following
conditions

a) The enterprise does not qualify for a loan under
the Central Bank's Credit Guarantee Program,

b) The enterprise has been receiving assistance under
another Project component,

c) The enterprise shows significant growth potential
according to ranagement oI tane 3BGT,

i) The growth potential can only be realized w#1th g
Class B loan
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QesTorsioi..“.es 0I zne 3ang

1)

3)

4)

5)

The Bang will be cons.derea tne prime lender Zor
tne credlt program only, and #11ll not nave any
responsibilities for the acministration o the
Project or credit program, other tnan tnose aut.as
descrived below

The Bang will pay interest at the rate of 2%
velow prime rate on tne monies aeposlted oy the
SBGT w~1tn the Banxk for tne Guarantee Fund

Subjlect to the availapility of funds and tne
continuing viability of the credit program, the
Bank agrees to 1ssue loans at an i1ncreasing rate
over tne life of the project against the Guarantee
Fund up to a level equal to four times the size of
the fund at tne commencement of the Project An
annual review of the credit program will be held
wlth the Bank, SBGT and USAID to examine tne
viaoi1lity of tne credit program and set yearly
targets against which Bank funds will be lent
Assuming successful implementation of the credit
program, 1% 13 anticipated that the Bank will lend
1ts funds againstv the guarantee on tne following
basis

Pirst Year 0%

At the commencement of the Second Year 100%
At the commencement of the Third Year 200%
At the commencement of the Fourth Year  300%
At the commencement of tne Fifth Year 400%

The Bang shall automatically process all Class A
loans (E20,000 or less) approved by the SBGT
according to the terms and conditions suonsequently
agreed upon by the Banx and the SBGT Once a loan
has been disbursed, the banx shall use due
diligence %o collect repayments on the loan and
utilize 1ts usual procedures and notices to this
end The SBGT will monitor tne loan repayments
and provide technical assistance to porrowers and
encourage repayment as necessary The Bank will
supply to SBGT the procedures 1t will use to
collect delinquent loans of this type

Regarding Class B loans (over E20,000), the Bank
shall participate 1in the loan approval process and
concur 1n the decision to approve the loan
Subseguent to loan approval, the same procedures
Zor loan processing shall be f.llowed as zor Class
A loans The SBGI's funds snould not oe used as a
guarantee for tnis program e€Xcept as a Last resors
The pang w.ll advise S3GT, 1n ~rit.nz, oi the
criteria 1%t «#111 use 1n processing Class 3 loans

Y

A

A



7)

8)

9)

10)
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The 3an< snall cna—ge a noraal commerc.al —a%e o=
interest on aivl 10ans plus ncrmal Zees Ior loan
administration (exclusive of the norma. loan
application processing costs wnich #111 pe porn
by the S3GT for Class A loans) The rate oI
interest and fees to be cnarged for tnese lcans
18 currently estimated to oe 2% above prime rate

Should a Class A loan borrowse= default on the
repayment of the loan ("default" snhall pe defined
as being 1in arrears for more than 120 days), thne
Bank snall have the right to automatically draw
down the balance due on the loan from the
Guarantee Fund upon 30 days notice to the SBGT
The Bang will then turn over the loan to SBGT for
collection with all repayments collected by SBGT
added to tne Guarantee Fund

Collection of the Class B loans shall be the sole
responsibility of the Banxk The Bank snall be
permitted to draw down the balance due on
defaulted loans from the Guarantee Fund only arfter
the Bank has made good faith efforts, for at least
120 days after default, to collect from the Class
B loan recipients i1n default The Bank shall
advise the SBGT i1n writing of 1ts collection
procedures for this type of loan

The Bang shall have the option to withdraw from
the program, with respect to further extension of
credit under the program, should more than 20% of
all outstanding loans within the portfolio of this
program be 1n aefault The Bang shall give the
SBGT at least seven days written notice snould tne
Banx wisn to exercise thilis option

The Bank shall provide the SBGT with a monthly
accounting of all funds disbursed and repaid,
1ncluaing i1nterest and late fees collected, under
the Small Loan Program The specific reporting
information to be 1ncluded shall ce detailed 1in a
subsequent agreement with the SBGT However, the
following information shall be provided at a
minimum

a) The name of the loan recipient, account
number, the name of the loan officer
recommenalng the loan, the original amount
of the loan, the outstanding balance and
the date of the last payment,

b) The overall loan recovery rate and amount Ior
all lcans during the previous montn, and

e) An aged analysis (by 30, 60, 20 ana 120
278) of all accounts 1n ar-ears ~1ita
2r11cation oF tne nozilicat.on to tne loan
reciplent oi tne arvearage



c Jjoint Resvonsioil.t.es oz tre S3GT ard e 3ang

Tne S3GT ana the 3an< agree %0 meet on a perioaqic
basis, put not Less than once every Tw~o montas, to

1) Review and discuss tre operations of the credit
program to deteraine ways to improve tne
operat.onal aspects of the progran

2) Review tne suff.ciency of the amount in the
Guarantee Fund 1n comparison %o loan demand, staf?f
capaopilities, and loans outstanding Tne S3GT anc
the Bang snall have %tne authority to make
adjustments to tne Guarantee Fund on the basis of
their joint agreement after consideration of ine
apove factors

3) Alert the other Party to any potential proolems
or shortfalls 1n the program and to jointly seex
ways to avoid or alleviate tnose proolems

4) Ad just fees, lcan terms and conditions, and otner
financial aspects of the program, should both
Parties hereto agree to the need to make thnese
aajustaments for the betterment of tne prograa

d Liability

1) It 1s tne understanding of the Parties hereto
that tne credit program agreement between the
Bank and SBGT will clearly exempt SBGT from any
liapility for damages suffered by the banxk,
wnether or not caused by SBGT or 1ts employees
or agents, other than losses covered by the S3BGT
loan guarantee 1n accoraance with thne terms of tne
credit program agreement

Por Standard Chartered Bank For the Government of tne
Swaziland Limited United States of America
v & <
\/ G/v‘*p£7 <5K§ZL:3:>
8y Paul v Docaerty Ey ros€r D carlson
Title Managing Director Title Director, A I D Mission

to Swazilana

Date  July 6%, 1991 Date July [9 , 199



FINANCIAL ™ODEL OF FUNDING REQUIPEMENTS OF CREDIT COMPONENT
Introduction

The attached financial model 1s designed to analsze the
funding of the credit component of the small business
development project (SBD) These notes are intended to help
understand the model They should be read in conjunction
with the description of the project component

Purpose

The model calculates likely loan portfolio sizes given
possible levels of demand for credit, funding that 1s
availaole given leverage factors default and interest

rates and compares the two Its object 1s to help assess
the adequacy of different funding levels in relation to
different anticipated levels of demand for credit In this
context demand 1s overall demand net of constraints
imposed by the capacity of the credit umit to process credit
applications

This will assist in gi1ving consideration to

whether the proposed E 1000,000 1s adeguate or
excessive

how 1t should be split between the small business
loans and the loan assistance programn,

what leveraging 1s needed from the bank to ensure
project viability,

assessing whether the recruitment schedule of loan
officers 1s sensible

the sustainability of the programs in the light of
different default and interest rates

In particular, because likely default rates and demand
levels are very hard to predict, 1t allows us to explore the
adequacy of the proposed level of funding to meet project
objectives in different operat.ng circumstances

The model represents the most detailed level of calculation
possible with the base data It will be appropriate to
include only a summary of the key results in the main part
cf the project pagper

Base Case

The model as printed .s the a base case That .s the
vaitues included are a best guess of lLikely ocutcomes and the
~ost su.zatle splt of the proposed E ' 000 000 between the
“4c preograms Tre values z2re those .ncluded r the draft
oroJect paper

(\ﬁ"’éx‘



Hodel Lavout

The model falls 1nto two parts The f.rst deals with the
small loans program the second with the loan assistance
program The layout on detail of both are similar This
description covers the small loans program and then
describes the differences between the two

The layout 13 as follows

Page 1 Sets out the basic assumptions relating to
demand funding, interest rates on cash cover
and default To facilitate calculation the
portfolio 1s spuat intc three loan size ranges
Calculation 1s based on an average loan size
for each range

Page 2 Sets out a calculation of the amount of funding
needed to support the demand for loans in the
loan size range E1,000 - E3,000 It calculates
the balances outstanding at any one time for
loans of this size by examining disbursement
and repayment rates As a simplifying
assumption, the model assumes that loans are
repaid at the end of their period rather than
evenly over the life of the loan This means
that the size of the portfolio 1s slightly
overstated, which 1s conservative from the
point of wview of assessing funding adequacy
The degree of error introduced by this
assumption which greatly simplifies the model
1s less than the degree of uncertainty in the
basic assumptions

Pages 3 4 Are the same as page two but cover the loan
size ranges E3 000 - E 10 000 and E10 000 -
E20,000 respectively

Page 5 Consclhdates pages 2,3,4 and calculates the
total portfolio indicated by the assumed levels
of demand It then calculates the total funding
available given assumed default rates interest
rates and leverage factors

Detailed Notes
Page 1

1 The total number of loans 1s the total number made
over the period of USAID funding of tkhe project

2 The assumed defaulLt rate 1s the proportion of loans
that are rot repaid

J

Vo7



3 T™e disbursement rates for the f.rst and second six
months allow for slow rates of disbursement as the unit gets
.tself established The total number of locans are disbursed
over *the four yvears of the project in the proportiors
indicated {(this assumes that the disbursements are made
evenly by period after the first year)

4 The interest on the cash cover 1s the rate received
on the deposit account used to hold the guarantee fund The
mnterest rate on the loans made 1s not relevant to project
finances because 1t accrues directly to the bank

Pages 2,3,4

5 The number of loans disbursed add up to the amounts
shown on page 1 Because of rounding, the amount shown in
months 43 - 48 may be different

Page 5

6 The end of period balances are those shown at the
bottoms of pages 2 3 & 4

7 The default amounts are the amounts not repaid to the
bank They equal the repayments falling due (as shown on the
previous pages) times the average default rate Because the
bank has automatic right to draw down on the cash cover on
the case of default, these amounts are subtracted from the
deposit account

8 The leverage factor 1s the amount by which the bank has
agreed to gear the portfolio with 1ts own funds For
example, a leverage factor of 3 means that for every El of
USAID money the bank will put 1n E2 of i1ts own bringing
the total funds available to E3

The Loan Assistance Loan Guarantee Fund

The model for the loan assistance loan guarantee fund is
very simlar The only differences are

There 1s no direct leveraging (we still have to
negotiate on this point with the banks) However the
fund may only provide partial guarantees - this has a
leveraging effect

Guarantees are only provided in a proportion of
cases The model however starts from the bas.s of
the total povrulation of apolicants receiving
assistance under the program This 1s to allow the
model tc t.e 11 to the aralys.s .n the crecdit
component descript.on



7 RANCTAL ANALYSIS OF SNALL LOANS PORTFOLIO

-154~

VoSOHPTIONS RELATING 10 THE STZX OF THE SMALL LOANS PORTFOLIO

Average
ange S1.8
v 000 o i 000-
I 2
T 5
1020 15

Assumed default rate

"1sharsement rate iz
Ist sit sonths (as a2
proportion ol staadard)

Jisbursessnt rate 12
cgcond s1I moaths {as
proportion of standard)
pitial cash cover (X 000)

Iuterast rate on
cash cover %

Total
Noaber

250
150

50

005

g0t

0 0

200

12

Total
Advanced

Average
Leagth

£ 000
500
780

750

Konths
9
9

18

5



THANCTAL ARALTSIS OF SMALL LOANS PORTEOLIO

0RTFOLIO BALANCE FOR LOANS [N THE RANGE § 1 000

v 000

1 Noaber of loanms
1spursed

3 Valoe of loans
d1sbursed

¢ Period 1n which
‘oans were advanced
bat were repaid 12
.arrent period
months)

1 Amount repaid

e Portfolio balance

at start of period
¥ovement 12 month

g Portfolio balance
at end of perrod

¥onth of Project

1318 19 24 25 30 31 36 3T 42 43 48

Basis of Calculation

Total number pro
rated

{a) 1 Average size

Counting back by
average repaysent
period

anount disharsed
10 periods

- {b) - (d)

6

1-3

38 38 38 8 38 I

18 16 16 6 76 4

-6 10 12 16 21 2-27 W-3) 3 39
9 13 1%

—

2 61 16 18 18 78

46 83 114 114 114 114

83 1% 0 0 0 -2

89 114 114 114 114 112
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TINANCIAL AMALYSTS OF SMALL LOANS PORTFOLIO

P0B?FOLIO BALANCE FOR [CANS [N THE RABGE § 3,000 X 10 000

3 Nuaber of loams
a1spursed

5 Valve of loans
11500258d

2 Period 1n which
loans were advanced
*hat were repaid 12
current perod
(months)

4 Anmount repaid

¢ Portfolio balance
at start of peraod

¢ Moveaent 1n month

g Portfolio balance
at end of period

Yonth of Project 1§ 7 12 t3 18 19 2¢ 28 30 31 16 31 42 43 48

Basis of Calculation

Total namber pro ] 1 2 23 A 23
rated

{a) 1 Average size 0 70 118 118 118 118

Counting back by 13 ¢ 6§19 12 18 28 22 21
average reparaent T § 13 15
per10d
amount disbursed ¢ 35 9] 115 115§
1 period
0 {] 70 150 112 1712
{v) (d) {] 70 80 2 {] 0

} 70 158 172 172 1712

2

115

28 - 33

115

172

i

21

105

&



tINARCTAL MHALYSIS OF SMALL LOANS PORTFOLIO

0RTFOLIO BALANCE FOR LOANS [N THI RANGE § 10 000

2 Komber of loans
11sbursea

~ Yalue of loans
a1sbursed

¢ Period 12 which
loans were advanced
hat were repaid 1n
current period
months)

¢ Amount repaird

e Portfolio balance
at start of period

¢ Movement 1z aonth

g Portfolio balance
at end of period

Nonth of Project 1

Basis of Calcnlation

(a) 1 Average size

Connting back by
average repaynent
per od

amount disbursed
11 period

20 000

§ 1

120

8 8
120 120
12 13 18
18 120
s 360
45 0
k) 360

13

120

2|

128

360

25

1213 18 19 24 25 30 3t % 37 42 4 48

75

129

380



FTYANCIAL ANALYSIS OF SMALL LOANS PORTFOLIO

TOTAL SMALL BOSINESS LOANS PORTFOLIO (E 000)

*ange

Yonth of Project

Balance of outstanding loaas at period ead

O
31
- 20

Total

Jefaults
13
310
- 20

Total

*ash cover at start of period

"ash cover after defaalts

nterest

"otal cash cover available

Jeverage factor

ands available

1205 required

Defaults are
anount repaid 1a
sonth 1 the
defanit rate

[nterest 1s
calculated on
average of above
tio balances

Cash cover ¢

leverage

As shown abore

212

24

(L A T R S T A VA X B 1

233

1163

389



"RANCIAL ANALTSIS OF LOAB ASSISTABCE GUARAATER FOND

15o0MPTI0NS RELATING 7O TER SIZE OF THE LARGER LOANS GOARAMTER FU¥D

dverage Total Average
ange S1ze Hunber Length
7 009 £ 000 Konths
050 30 30 U
50 75 10 16
roportion needing guarantee 050
yuaraptee provided {1e 100%
shether 100% or partial)
Assumed defanlt rate 005
Jisoursesent rate 1n
first six months (as a
sropertion of standard) 900
Jisbursesent rate 1n
second 511 months (as
oroportien of standard) 0 60
tn1tial cash cover (8 000} 800
nterest rate on cash cover ¥ 12
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+IRANCIAL ARALTSIS OF LOAN ASSISTANCE GUARANTIE FOND

74508 OF GUARANTIES QOTSTANDING POR LOAKS [N THE RARGE 20 000 50 000

g 000 Nomth of Project L6 7 12 13 18 19 2¢ 25 30 3t 16 31 42 & 48

Basis of Calenlation

1 Womber of guarantees Total nomber pro rated 0 1 2 2 2 2 2 {
provided T proportion with guarantee
* Valoe of guarantees (a) 1 Average size [} ki 60 60 50 60 60 120
srovided 1 proportion guaranteed
¢ Period 10 which Counting back by - - 1 6 7 1213 1813 A
10ans mere adrvanced arerage repayaent

hat were repaid i period

urrent period

tsonths)
1 Guarantees released guarantees provided - 0 10 60 50

18 periods radicated

¢ Goarantees oatstanding 0 0 3t 90 150 210 Ay 249
at start of period

¢ Yorement 1n month (b} - (d) ] 30 60 60 60 10 0 60
g Goarantees outstanding ] 30 9% 150 AL M9 240 300

at ead of period
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TTHANCIAL ABALTSio OF LOAK ASSISTANCE GUARAKTEE FOND

TALOR OF GOABANTEES QUTSTANDING FOR LOANS IN THE EANGE » £ 50,000
Yonth of Project I 6 7 1213 18 19-24 250 3031 36 31 &2 4 8

Basis of Calcnlation

2 Number of guarantees Total number pro rated 0 i 2 2 2 2 2 4
provided 1 proportion with guarantee

b Value of guarantees {a) 1 Average size i} 75 150 150 150 150 150 300
provided 1 proportion guaranteed

¢ Period 1m which Counting back by - - 1-6 17 12
loans were advanced average repayment

that were repaid 1z period

current period

{months)

d Quarantees released guarantees provided - 0 75

12 periods 1ndicated

¢ Guarantees ontstanding ] 0 75 225 375 525 875 825
at start of period

f ¥ovement 1n month (by (d) ] 15 150 150 150 150 150 225
g (Guarantees ontstanding ] 75 225 1% 525 875 825 1050

at end of period

...........................................................................................................
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PINANCTAL ANALYSIS OF LOAN ASSISTANCY GUARANTER FUND

*OTAL GOABANTEES OOTSTANDING ON LABGER LOARS (X 000)

fange ¥ooth of Project Po§ 7 1213 18 19 24 25 30 31 36 3T 42 43 48

- - e e camse we me ases = - - - coa mwe v  eewae e mre % ee mes a= - = 2 - -

*otal guarantees outstanding at ead of period

50 ¢ 30 40 150 210 20 240 100
> 50 0 15 225 8 525 675 825 1050
“otal 0 105 315 525 735 915 1065 1380
Defaults
20 - 50 Dezanits are 0 0 0 0 0 2 3 3
amount repaid 1n
>y 50 sonth 1 the ] 0 ] ] 0 ] 0 i
defaolt rate me memss = sme e & mmmes mee ceeeeeie cee mees cee a- -- -
“otal 0 ] 0 0 0 A 3 7
vash cover at start of period 800 348 899 453 1010 1071 1133 1198
"ash cover after defaults 800 848 899 953 1010 1069 1130 1191
nterest Interest 1s 48 5t 54 57 61 b4 68 1

calenlated on
average of b/f and
¢/f balances
*otal cash cover available 848 893 953 1010 1071 1133 1198 1262

funds required 0 105 s 5§25 735 915 1085 1350
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ANNEX G

SMALL BUSINESS PROJECT TRAINING

1 INTRODUCTION

Business training will be funded under the Project in order to
upgrade small business management and technical skills and to
encourage service delivery to small businesses by business
associations Such training will be offered, where possible,
to the business community in coordination with business
associations Training may also be delivered through other
sponsors using existing training facilities and trainers
Through this process, business owners and employees will gain
valuable skills, and business associations wi1ill be strengthened
as members perceive that they are receiving scmething useful
from their membership in these associations

In addition to the group training discussed in this annex, more
direct training will be offered through the Business
Development Advisor, Small Business Facilitators and Small
Business Advisors This i1ntensive trarning 1is discussed in the
creairt and business development sections of this paper

Business organization members have indicated that training 1=
one of the most important services which they would like to be
able to provide for their membership While some training has
been offered through business organizations i1in the past, the
level has not met demand The organizations have not had
sufficient personnel or financing to do so With the provision
of such training by the associations through the project, as
well as other association strengthening activities, these
organizations can be expected to improve their management and
attract additional dues paying members They should then be
able to carry out more training on their own in the future

Under the project, with the support of the Trust, business
associations wWill be expected to develop detailed training
plans ~hich 1dentify training needs most relevant to their
members and the small business community at large These needs
w1ll be transmitted to the Trust who will review the requests
and 1f approved fund and coordinate the training through the
requesting organization In some cases training needs may be
1dentifiea by others, such as private bus.ness persons or Trust
employees Such training will be considered for funding by the
Trust on a case-by-case bazis depend.ng o its relevance to
small business growth

Ve
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An i1mportant consideration for Trust sponsored *training .s
that, as much as possible, the costs of training should be
covered by the participant businesses While this may reduce
the number who apply, the training 1s more likely to benefit
those who value 1t enough to pay at least a portion of 1ts
costs In cases where participants are not able to pay the
full costs, they will be required to pay a significant:
portion During the life of the project, training fees
collected will be deposited in the project credit component
cash cover account to earn interest to be used for Trust
activities when the project has ended

The Business Associations Training Plan will be i1ncorporated
into a comprehensive SBGT training plan which will include a
rate table based on the cost of training and the ability and
willingness of small business persors to pay The Deputys
Business Development Advisor/Training Coordinator (DBDA/TC)
w1ill be responsible for the production of the plan

Training funded wi1ill pe for businesses, their employees and
business association members which are targeted under the
project Since the project 1s intended to help Swazi
businesses grow, training will be i1n areas which support this
g&rowth concept Both business management training as weil as
training in technical operational areas will be included

Business Management Improvement Workshops

The business management 1mprovement workshops will be organized
on a gectoral basis for groups of business owners and key
management employees The workshops, of about 20 persons each,
w1ll focus on four strategic business functions as follows

Marketing/Sales 40 hours
Production/Operations 40 hours
Finance/Accounting 120 hours
Personnel/Industrial Relations 40 hours

Total 240 hours

(30 person days)

All four modules wi1ll be conducted once in the first year of
the project and three times a year for each of the last three
vears of the project If 15 18 assumed that participating
business persons take at least two of the courses, the number
of participants is expected to be about 400 persons
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While the training modules may be drawn from previously
prepared materials, each module will be tailored to meet the
specific needs of the participating business owners
Contractors will be allowed two person months for the
development of the modules Where possible, the learning
si1tuations will be drawn from the participating businesses
Also, training will include real-life case studies, group
assignments, discussions and presentations As appropriate,
the training will be provided in siSwati Where siSwati
speaking trainers are not available, trainers will be provided
with a Swazi speaking training aide There wi1ill be a minimum
amount of didactic lecturinpg and assigned reading The
methodology of the worxshops will be primarily based on
experiential and participatory group learning techniques
People learn by doing and by sharing experiences

In addition to the above, the workshops will be undertaken
within the following framework

- Training wi1ill be based on a needs assessment of the
participating businesses and their owners

- Learning objectives will be established based on the needs
assesgszments

- Pre/post test of participants will be completed to
determine achievement of learning objectives

- The training schedules will take i1nto account the
participants time constraints

- Follow up visits to a portion of the participants will
assess application of knowledge and skills in the participant s
business setting

During this process information on trainees will be recorded on
the foundation s data base for use 1n evaluating project
training

Small Eﬂslnﬁss Qperationa IngQIEﬁmﬂnI

This assistance is aimed at improving the operations of small
businesses It wi1ill consist of a series of short-term
technical workshops organized and designed on a sectoral basis
for groups of businesses Training will be conducted in
si1Swatl by Swazi trainers or trainers will be provided with
s1Swat. speaking training aides This training will be offered
to both employers and employees Tt will include such subjects
as plant layout, equipment usage and maintenance, and
Production technigques

e
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As 1n the Business Management Improvement Workshops, the
training will be primarily based on experiential and
participatory group learning techniques Guidelines for design
and implementation of the training will be the same as for the
Improvement Workshops About 5 courses, of approximately four
days each, will be offered in the first year Approximately 10
courses a year will be offered for each of the following years
of the project Each course 1s expected to have about 20
participants Approximately 700 persons are expected to
receive this training Over the life of the project, three
person months will be allowed to contractors for the
development of the courses

Iraining Component Coordination

The Trust Training Coordination will, 1n cooperation with the
requesting association, draft a training scope of work and
budget for clearance within the Trust Once approved, the
Coordinator, working with the requesting institution, will
1dentify facilities, arrange for trainers and schedule the
event in coordination with the requesting association

Whenever possible, the requesting association will be expected
to host the training in their own or their members

facilities They wi1ill also be expected to notify trainees of
the time and location of the training

To conduct training, local training contractors, firms, and
institutions will be subcontracted by the Prime Contractor
until the Trust has been deemed to have contracting capability
by AID After that, these services will be contracted by

SBGT A standard contract for this purpose, which includes AID
requirements, will be provided to SBGT by the Prime

Contractor AID will approve the standard contract &8s well as
contracts to be 1ssued for training The Prime Contractor and
the AID Progect Manager will monitor the selection process

That sufficient training resources are available in Swaziland
was confirmed by the project training component design
~onsultant in his report to the Mizsion These resources
include both public institutions such as SEDCO as well as
private training institutions and contractors However, to .
meet project training standards it will be essential to develop
extensive and detailed training specifications to avoid

canned training modules which are not sufficiently relevant
to the target businesses It may be necessary in some cased to
provide training to trainers 1n order to meet project
objectives
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In addition to the above rescurces for training, the Training
Coordinator will become familiar with business training
programs financed by AID and others so that duplication can be
avoided The Coordinator will, as part of his service, make
available to interested persons information on these business
training programs

Care wi1ill be taken to coordinate activities 1in the SBDP with
other efforts in the Mission to strengthen Swazi participation
in the private sector Training targeted at the private sector
in the Swaziland Training and Institutional Development Project
(STRIDE) is one area of potential collaboration The STRIDE
Project 1includes an in-country training program for managers
from the private sector Since the STRIDE in-country training
program wi1ill be inte 1ts second year when the SBD project comes
on line 1t can take account of the STRIDE experience to help
provide some guidelines on 1ssues such as fees and
contributions from trainees, successful training methods, and
the strengths and weaknesses of local training institutions
Once the Business Growtn Trust 1s established 1ts staff will
meet with the STRIDE contractor and work out ways of sharing
information and actively collaborating SBGT and the STRIDE
Contractor will share information on training needs in the
private sector SBGT may be able to refer trainees to STRIDE
sponsored courses or to i1dentify target groups and/or needs for
the STRIDE in-country training program Project staff waill
explore having a SBGT representative sit on the STRIDE Steering
Committee and a representative from the STRIDE contractor
rncluded 1n the SBGT s Business Advisory Group
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ANNEX H

SWAZI BUSINESS DEVELOPMENT PROJECT PAPER

Construction Management Assistance (CMA) Component

1 BACKGROUND

The CMA component of the Swazl Business Development Project
{645-0235) 1s designed to provide a) a three year program of
on-the-job training in construction management skills to small
and medium scale Swazi owned contracting firms, b) technical
assistance to the Ministry of Work and Communications (MOWC) to
revise contractor categorization and tendering procedures
including adoption of a simplified small works contract, and ¢)
encouragement of linkages between small Swazi contractors and
both the Associration of Building and Civil Engineering
Contractors and the Association of Architects, Engineers and
Surveyors The EOPS for this component will be increased
participation of Swazi owned small to medium scale contracting
firms in construction work being undertaken by this category of
firms 1n the Kingdom

Elements of the CMA component are derived from a number of
sources In April 1989 USAID requested RHUDO/ESA to undertake a
study entitled Urbanizatien in Swaziland Among other
conclusions , this study found that, despite generally strong
economic growth i1in the Kingdom, the GDP contribution of and
employment 1n the construction sector had actually declined over
the period 1984-88 Subsequent analyses revealed that while the
GOS capital works budget had grown significantly over the decade
of the 80s, the percentage of actual accomplishment against
planned expenditures had dropped steadily to a low of less than
60% of MOWC s budget in 19389

In early 13980, USAID requested RHUDO/ESA to carry out a more
detailed analysis entitled the Swaziland Construction Sector
Study This study detailed the marked lack of small and medium
scale construction capacity in the country Less than 25 firms
from this category are considered to be active in MOWC s
reglstry The average annual turnover of these firms almost all
of which are Swazi owned, has 1in recent years been less than
$175,000 and permanent employment averages only 5-10 per firm

Interviews with MOWC, financ:ial institutions, local
professionals, larger contrazcting firms owned by non-Swacz.s, and
a sample of small Swazi contractors produced the virtually
lnan.mous opinion that the main constraint upon growth of smatl

A4
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to medium scale firms 1s a lack of practical construction
management skills Several local institutions 1ncluding SCOT
MITC and VOCTIM, offer vocational and technical training courses
which produce artisans of good quality However, only the Small
Enterprises Development Company (SEDCO) has attempted to provide
management assistance to small Swazi contractors, and this effort
ceased .n 1988 after losses of about E2 5 m were incurred as a
result of i1nadequate supervision and technical assistance, and
financial mismanagement

In May 1990, USAID, RHUDO/ESA, and UNDP sponsored a three day
workshop at Pigg s Peak entitled Urbanization in Swaziland
Challenges for the 90s Attendance at the workshop was
excellent including more than 85 representatives of both the
public and private sectors Five main areas of concern werse
addressed by the participants including constraints upon the
construction sector, and detailed recommerdations were prepared
to alleviate these constraints The final version of the
workshop proceedings will be distributed during the last week of
September The design of the CMA component of the Business
Development Project incorporates key recommendations arrived at
during the urban.zation workshep

In sum, background research and policy dialosgue leading to the
proposed CMA component have been thorough Successful
implementation of the component will not only contribute to the
Swaz1 Business Development Project s purpcocse of stimulating the
growth of established indigenous Swazi-owned businesses, but it
will also help to alleviate a major constraint upon the
implementation of capital works in the Kingdom and, thereby,
stimurate economic growth and employment generation

2 COMPONENT DESCRIPTION

A On-the-Job Training - this constitutes the main activity of
the CHMA Component Training will be provided to selected groups
of 8-12 Swaz1i contractors over a three year period (see
recommended selection procedures below) Training will take the
form of weekly on-site consultations by construction management
and other experts with the client contractors

The expert advisory team will be managed by an experienced
construction manager preferably with qualifications as an
architect and broad experience throughout the East and Southern
Africa region The manager will provide roughly 70 working days
of i1input 1in yvear one, 50 in year two and 35 1in year three The
team manager wWill be supported by Swazi based professionals wno
will provide two person days of on-site consultations weerly to
the clients throughout the 3 year life of the project The local
professionals would include one construction management
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spec.alaist (perhaps a quantify surveyor) on a continuing basis,
and a roster of additional professionals who wil. provide
specific assistance at critical points 1n the contract cscle
These specialized areas of assistance wi1ill 1nclude

Pricing tender documents

Understanding contract conditions

Obtaining performance bonds

Arranging bank financing

Contract insurance

Manpower deployment

Cash flow planning and management

Work planning

Plant and equipment planning and maintenance
Materials procurement and planning
Supervision of construction

Financial records

Claims for extensions of time

Claims for escalated costs

Preparations for and management of site meetings
Investment of profits

Planning for future progjects

The mix of specialized advisors will include an accountant, an
insurer, a materials supplier, a banker, representatives from
MOWC and “he vocational schools as necessary, and specialists 1in
various fields such as plumbing, bricklaying, and steel
fabrication Special attention will be given to assisting
clients i1in securing required constructicon financing The
Swaziland Development and Savings Bank (SDSB) has expressed 1its
commitment to expand 1ts construction finance lending program to
include clients of the CMA component, and the bank has adequate
funds available for this purpose

Assistance wi1ill be provided to all clients through at least one
complete project cycle, that 1s, from tendering through to
proJect completion and preparations to secure additional work

The progress, problems encountered and assistance provided to
each client wi1ill be carefully noted and adjustments to the
training program will be made accordingly More successful
client firms wi1ll be graduated from the program and replaced by
additional firms

B Client Selection ~ it 13 propecsed that the initial group of
firms will be chosen from the MOWC registry of active, promising
small and medium scale Swazi owned firms A three person
selection committee composed of one representative each from the
Ministry and the Associations of Building and Civil Engineering
Contractors and the Architects, Engineers, and Surveyors has been
suggested and agreed *to by all three organizations Advice to
the selection committee would be provided by USAID and RHUDO

v



Selection ~would be based upon criteria normally evaluated during
prequal_.fication of contractors i1ncluding firms experience
annual turnover, equipment assets, employees, financial position
and commitment to participation in the CHMA component Following
1dentification of the i1nitial set of CMA clients, MOWC would be
encouraged to broaden 1ts small and medium scale contracteor base
through an advertised reglistration drive thereby providing
additional candidates for training

C Workshops - the CMA component also includes five formal
workshops i1n the first year and 3 workshops 1in both succeeding
years Small contractors cannot afford to take off large amounts
of time from their work, so all of the workshops would be 1l to 1
1/2 day affairs tc be held on weekends at easily accessible
locations Organizational workshops would be held with each new
batch of CMA clients, and the balance of the workshops would deal
with specialized topics which are determined to require special
attention Selected representatives of the Ministry as well as
the contractors and professional associations would be included
1in the workshops i1in order to foster linkages without forcing the
1ssue

D Technical Assistance to MOWC - three person months of
technical assistance will be provided under the component to
assist MOWC 1in regularizing 1ts contractor registration and
categorization procedures, and to design a simplified system of
contracting small works The Ministry 1s well aware that 1ts
establizshed tendering and contracting procedures are appropriate
only for large projects involving sophisticated firms This
technical assistance will enable the Ministry to achieve a more
appropriate match between projects and firms in the tendering
process, and to minimize unnecessary administrative overheads,
which are particularly daunting for small firms, in awarding
contracts This TA activity should commence as early as possible
following approval of the Swazi Business Development Project

E Component Management - the PID and PP design teams have
recommended that management of the CMA component should be
undertaken through RHUDO/ESA under USAID s supervision The
Swaziland CMA component will be a key element of RHUDO s regional
construction management assistance program, which includes
similar activities planned or currently being designed with
several other Missions 1n the region The contracting mechanism
for these related activities will be administered by RHUDO in
Nairobi and will be akin 1n structure to a regional IQC allowing
buy ins over time RHUDO technical staff will manage all aspects
of the contracting process in close consultation with USAID and
w1ill provide continuing supervision of the Swaz. CMA component
throughr freguert TDYs (. e 6-10 annually) as has been the case
since early 19889
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F Level of Effort and Estimated Budget - a detarled est.mated
budget for the CMA component was prepared dur.ng zhe PID design,
a summary of which follows

1) Project Manager - about 155 working days over 3 years

including airfares and perdiems $58,000

2) VLocal TA - about 312 working days over 3 years
including local travel 116,000
3) Workshops - about 11 over 3 years 30,000
Subtotal 244,000
4) 20% contingencies 49,000

5) TA to MOWC - 3 person months .ncluding
airfares from Nairobi and perdiems _40.000
Total estimated cost $333,000

These estimates assume that project management 1s provided by a
Nairobi based expert with fees equivalent to those currently
paid by RHUDO with standard escalation over the LOP Item 5)
could be handled separately through an existing RHUDO IQC in
order to expedite delivery of this discrete technical
assistance

c SUSTAINABILITY AND LINKAGES

Beyond the direct goal of increasing the number of Swazi owned
small and medium scale contracting firms and the volume of work
done by these firms, the CMA component will also seek to
encourage mutually beneficiral linkages between small firms and
large contractors To this end, the president of the
Association of Building and Civil Engineering Contractors has
expressed enthusiasm for establishment of an affiliation with

alumni of the CMA component The nature of this affiliation
could have several aspects

First, all CMA participants will be charged a nominal fee (1 e
E20 to E50 monthly) These fees should be deposited to a
training fund which will finance continuing technical
assistance following completion of the CMA component The
president of the Association has indicated that his
organization will consider matching fees paid in by CHMA clients
so that at the end of the 3 year LOP a tidy amount will have
been accumulated

Second, one of the main constraints faced by small Swaz: owned
contracting firms 1s lack of access to an established place of
business, secretarial services, and basic reference documents
The president of the Association also indicated his willingness
to consider supporting provision of office space for CMA client
f.rms
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These two small but i1mportant contributions could greatly
enhance both the sustainability of the training program and the
access of small contractors to additional non government work
particularly through subcontracting Given, however, the
historical division between the Association, whose members are
mainly expatriates, and the defunct Swazi contractors
association, it is felt that encouragement of this important
linkage through i1nformal means (1 e without creating a new
association or even attempting to revive the old one) would be
most beneficial Emphasis should be placed on encouraging CHMA
clients to regard themselves as alumni and to continue
cooperating with and supporting each other over time It 15 in
this rather delicate area that the linkages expert to be
fielded through SBGT could help to maximize benefits resulting
from the CMA component of the Swazi Business Development
project
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ANNEY T

SWAZILAND BUSINES3 ASSQCIATIONS
INSTITUTIONAL STRENGTHENING COMPONENT

The Swazilard situation with respect to business assoc.atlors 1s
very unique For a country with an unabashedly private sector
orientation and a high degrese of industrialiczation Swaczilard
has undeveloped and fragmented business crganizations Unt1l
about a year ago, the Chamber of Commerce usually a central
business organization 1n any country was acknowledged as a
mor.bund i1institution with nc credinle programs or activity
W.thin the past year, however several new business
organizations have sprung up all 1n nascent stages of
development, and the Chamber of Commerce has embarked on the
path to revitalization

Further compLicating the bHusiness associatlon scene .s the
ex.stence of a powerful dichotomy between large and small
companies This dichotomy is further intensified because the
large companles are almost exclusively fore.gn owned, whereas
tne small companies are 1ndigerocus 5Swazi firms These
distinctions are reflected in the membership or the business
associations which seem to be splLit by size of member, some
representing the large and some the small companies The
Federatin of Swazilard Employersz and the Chamber of Commer-ze
have mostly large compar.=s as members while the Commerc:ial
Amadoda and Sihakho primarily represent smaller f.rms However
the small enterprises, by and large, do not belong to bus.ness
assocliations While 90 percent of large enterprises repor:
membership 1n some association only 17 percent of micro
enterprises and 30 percert of small enmterpr.ses do (MAPS May
1989) Moreover there is not one zingle busiress associrat.on
with membership spanning both groups

Despite these problems , there 1s general agreement both by
large and small businesses, that effective bus.ness
organizations are essential to the development of 3waziland s
private sector as a whole, and that coordination among tas
various organizations 1s a prior.ty

Since the PID development 1n June 1930, numerous developments
have occurred which have altereda the bus.ness organ.zation

parorana 1n Swaz.larnd Pernaps tre mosgst .mportart dese_cTtment
hras neen the formation in July 1990 of the Swaziland Naticral
Business Counc:l (SNBC) an umbre..z pboay of eirght Iwaz.

hus.ness 2rgar.2at.ons

VD ¢
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I Currert Status of Business Orgarizations
A 717 41

At the time of the PID Swaziland business associat.ors
were urder developed fragmernted and unsuccessfal 1in
communicating with each other There was a feeling of mutual
distrust between small and large business mirrored by tne
membershrip profile i1in the various business organizations with
tne large companies belonging to tne Champer of Commerce and tne
Fegderation of Employers and the small companies asszociating wit

S_bakkro There was rot cne assoc.ation with membership spanr.ng
botn groups

With the formation of the SNBC, prospects for greater
cooperation and communication within the Swaziland private
SeCtor appear more promising

The GNBC was formed in July 1990 and 1s comprised of the
following eight busiress associations Sibakho, Swaziland
Commercizl Amadoda Chamber of Commerce Federation of
Erployers, Swaziland Builders Association Swaziland Small Scale
Industries Association Business Women s Association, and the
Sswaziland Institute of Accountants

Memberskip »£ SNRBC 1z ~pen o z2ll genuine husiness organirzationre
1 the country

Tre officers are drawn from small and large business
organizations A representative from Sibakho 1s Chairman and a
repraesertative from the Chamber cr Commerce ana the Institute of
dccourtants 1s Yice Chairman

The 3NBC has several purposes The major objectives are

To facilitate 1nternal communication and coordination
between the various business organizations 1n the country

To ~onsult with the Govermment of Swaziland »n the
national =2conomic and irvestment policy

Tn facilitate communication with the Government of
Swaz..and

The SNBC 3l+bcugh »not vet formally aff_. l_ated with the SADCC
Regional Bus.ness Counc.l may become vart of that nstwerv as

A o - - - 1 -
we o L LS COMSTatuTLON Z2a..WS Zor that possobirlot,



Te aaz tne 3NBC nas neld thr=« poara me=st.ngs nas
draftec a constizut.on anc ras leviea E100 from eacn hus.ness
orgarization to cover .n.%.il coerat.ng <osts Secretar.at
functiors are perrormed by the Commercial Amaaoda

As the organization .S Jery new muc» remalrs to e dgme o
cdevelop a v.able organizat.cn As the SNBC 1s an ugpprella boay
an organization of organ.zcatlcns Witnout 1Ts OWwr membersr.o
constituercy, 1t3 major focus will not be celivery of services
t0o the business commun.ty However, 1ts role 1n enhancing the
policy environment for small busiress as well as 1ts value as 2
ccemmunication link between small ancd large businesses wilL De
extremely 1important to proJject sSuccess Possible project 1irputs
are assistance 1n setting up a secretariat .ncluding
furrishings, equipment ana salaries and technical assistance to
undertake policy studies on .ssues affecting the overall
anv_rormert for sma.l busiress .n Swaz..anc

5 DBusiness Women s Association of Owaziland (BWAS)

BWAS has continued to make strong progress BWAS
memoersnlp nas .ncreased from 60 to over 865 of wnicn about 80%
are women business persons 1n urbhan areas However as a result
of 1ts success BWAS faces arother dilemma that 1s whether 1t
has the resources to adequately serve the interests of new
menbers The Chairperson, 1s concerned that failure to serve
new members may result 1n disencnantment anad witandrawal

BWAS continues to have a ciear 1dea of purpose and
programs Identified needs of BWAS members are

How to access credit

Business maragement and skills development training
Market information

Access to material and ecuivment

Opportunity for self acevelopment and recreation

Leadership still has a keen interest i1n mount.ng training
courses to upgrade the management sk.lls of womer To carry out
1ts programs and to achleve 1ts objectives BWAS p.ans to bui.d
a2 Women s Center which wourd serve as 2 secrezar.at for the
association providing various services To members (such as
prepar.ng loan applicatiors) ard would provide several
ancillary services as a day care center and s.mpie livirg
accommodation for young worving wWomer

e ©

EWAS .3 ar 1impress
O 2Aellver

Irom Tre project
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gar.zat.cr z2~d wi.l r
rograms ToO .TS members
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Industry

0Of particular i1nterest to the project are the new work
programs for the Chamber and the Federation both of which
cortaln strong components aimed at indigenous 3wazl business
The Chamber s program 1s as follows 1) to merge :1ts
administrative functions with the Federation of Emplovers 2V to
participate 1n and shape the program for the nawly-formed
Swazi1land National Business Council and 3) to launch a
long-term training program for small business The Federatior =
work program has four points 1)to become involved ir
envirormental 1ssues 2V to help i1mprove the country s
investment climate, 3) to help improve and make more relevant
the curriculum 2t UNISWA and 4) to 2mbark on a campalgn to buy
Swazl ard to use Swazl entrepreneurs and sub-contractors
instead of services from South Africa

The Chamoer has just hired a new evpatriate general marager
and shor+tly plans to hire a Swazi counterpart to work with nim
In addition, the two organizations are in the process of merging
their administrative functions to save operatirg costs, wh.le
maintainling their separate organizational r1dertities
Thi1s type of cooperation between these two organizations is =2
positive development and will strengthen the two associations
representing large business 1n Swaziland The progress of the
Chamber ¢ revitalizastior seems assured The commitment to
programs that will address and strengthen indigenous small
husiness se=ms genuine and deserving of support

It 1s ant.cipated that at a min.mum, the project will fund £ull
time management position for the combined organizations

D 21bakho

At the time of the PID Sibakhe although wealk financially
and organizationally, appeared to have a valid purpose and
commitment to the cause of assisting and advocating indigenous
Swaz. business interests Furthermore 1t was the opnlv evisting
nus1ness association tnat represented the project s target
group The scheduled August 1990 gererzl meeting and electiors
nifered an opportunity for 3ibakho to renew allegiances launch
a mempership drive and develop relevant programs for 1ts
constituents

Tnfortunatel, the arrual general meeting ard elections
were never reld Moreover Saibagno s financ.al condition was
farwrer Jezlkepred by Jriow Bark = o~rf_zsa+v10om ~f EL100 000 a
zand g.ver bv CARE International for <ne establ._.snment ¢f a _oan
Drogram Sibakho s president 1s tne new Chairman of the 3SNEC
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He stated that over the past four =orths he had grown
intreas._mgly irvolved wizth the launcn of zre 3NBT to the
detrime~*t or Sibakhe zact.vitles In fact ne regarded the
eartapl.snment »f the 3NBC as & key success of Sipakho = 3Should
S_bakho 1mprove 1ts organizational situation sufficient to
recelve support under the SBDP 1t still wourd need to resolve
s problem of confiscated AID supplied CARE funds bersre
recerving any other funds from an AID financea project

E Swazi Small Scale Industries Association (SWASSTIA)

The PID design team was unaware of the existence of this
bus.ness organization [t was never ment.oned by anyone as a
business organization However 1ts emergence over the past few
months 25 2 business association representling indigenous Swazl
busiress and 1ts 1nvolvement as a2 founding member of the
National Business Council makes 1t necessary to consider
SWASSIA 3= a candidate for project irtervert_ons

The President 1s a leading small busiressman 1n Swaziland,
running a brake and clutch business i1n the Mbabane SEDCO
estate It 1s estimated that SWASSIA may have as mary as 40
paid members The association has no secretariat or paid staff

SWASSIA has a brochure wnich describes the aims of the
association They are

To mobilize small scale industry in Swaziland

To bridge the gap between Governmen®t and small busiress
To influence Government policy con small scale industry
To promote the marketing of small business preoducts

[ I
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SCA was created 1n 1947 by Xing Sobbuza II as a regulatory
boay to ensure participation in the ecoromy by indigenous
Swazis It 1ssues licenses for retail stores, hawkers and
peddlars, taxis and buses operating on Swazi Nation Land

The 3CA rYas a significant backlog of licenses and has rec=eived
numper of accusations of corruption and misuse of Ffunds A new
President was appointed in May 1990 He announced his intention
to clean house and revitalize SCA

a

Over 50 percent of the trading sectic~ of the 3CA 1s zompesed of

hawkers and peddlers who are probably not a target group for

~re SBD project However, the members -z the transport sect_.on
1

-~
may he ~f a3 sufficient size to bhe =l _gible

)
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tlthough more a gover—mertal regalators body ard rot a private
sector bus_mess association I the strict sermse SCA 1s a member
~f +he SNBC a~d4 has exhibited great interest r the SBD proj=cet

ot LU

may well he a target group, e€specilal.y in the lingage program

G [ £ »

This associatlion was not described in the PID Headed by a
leading Swaz. business women 1t has 200 members all of whom
produce school uniforms Only 50 of the 200 members are
ccmpanies the rest are individuals Qf the 50 comparies, only,
10 «mploy more than 10 people, which gives some 1dea of the
dispersed nature of the uniform industry in Swaz.land All but
one of SUPA s members are wonen

The assoclation s oblectives are technical ones, namely to
=nsure the quality, price and consistency of uniforms ir
Swazilard There 12 also a strong interest in buying fabr
oullr from 3Jouth Afr.ca thereby reducing the cost of input
members

Although not a general business asseociation, this
association 1s composed of i1ndigenous Swazi businesses, nearly
all women, and the industry 1s one i1dent.fied by many 2s 2ne
witn potential for linkages with big business and for increased
sales to the GOS As such, assistance to this organization
would help achieve prniect objectives and ensure that women
entreprenenrs receive benefits from the program

ITII Business Association Strengthening Elements

The project aims to strengthen several business
nrganizations that appear to be in the best pesitior to provide
leadership ard services to Swazl business people that form the
target population of the project Strergthening business
assoclations wWill have a positive r1mpact on indigenous Swazl
businesses, as the associations increase their capacity to
provide greater and more varied services to their members

Given the fluid nature of business associations in Swazxland and
+he politically-charged nature of the large business/small
business relationship, the project must retain flex.bility both
1~ the choice of specific business associations to receive
assistance and i1n the determination of the precise assistance
that ls provided

The project will provide various <tTypes cX assistance

.
molidoirg
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Organizational advisory services

a) Strateg.c planring

b) Developing an action plan

c) Membership development

d) Improving internal management efficiency/budget.ng

(3

Administrative and managerial personnel support
a) Executive Director funding
b) Membership/Administrative Assistant funding

3 Commodities support
a) Office equipment (fax, photocopy computers
typewriters, etc )
b) Office furnishings
c) Office space

4 Program strengthening support
a) Training courses for members
p) Reference materials including legislat.or trade
directories and publications
¢) Leadership Training (in country)
d) Newsletters/Publicat_.ors/Directories
e) Policy studies

General organizational advisory services will be prov.ded early
on 1n the project, to map out a program of assistance that 1is
r=levart and appropriate to the assoc:iations and to the
achirevement of project goals At the present time candidates
for this assistance 1nclude the Swazilard National Busiress
Council, BWAS Sibakho, Chamber of Commerce/Federation of
Employers, +the Swaz.land Commerc.al Amadoda, SWASSIA ard the
School Uniform Producers Association However, f.nal decis:iors
on assistance to business asaociations will only be mage zfter
the project is underway

Iv Budget
The following project i1nputs are anticipated
A Organizational Advisory Services

12 months of short-term interratiora. technical
assistance

3 Long Term Personnel Support

erson years of execative directors for TwWo Zusiness
nc.atiors

erson years »t memoership assistant/adm.or.strat.ve
1stants

£ p
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C Commodities Support
One complete orfice set up

4 additicnal office machines to be programmed after
the start of the project

two hard disk computers and printers

two photocopy machines

D Program Strengthening Support

2 Coyr for M
To be budgeted 1n the Small Business Workshops
BnFn:ann Ma:grwa 3
$2500/yr x 4 years = $10 000

ra T
10 days/ yr of 1nt 1 ST TA=40 days
N._iﬂslnt-#ars /D1 rac+-ar ac
$5000/yr x 4 years = $20 000
Policy
8 person months of short term TA

v Timing and Management

The SBGT General Manager wi1ill be responsible for this
component of the project and will liaise directly with the heads
»nf the the various business associrations The Training
Coordinator will also have a great deal of contact with the
husiness assoc.atioms and will develop a detailed trainirg
program with each association

Following the completion of the organizational analysis of
ezch zssociatior the wxction plans will be collated by the
Ceneral Manager budgets Adetermired zs well as priorities The
master plan will then be presented to the SBGT Board of
Directors for finzl decision The =zaction plars will be reviewed
annually to take into account any changes that have cccurred
within the corganizations, as well as to monirter the success and
progress of various initiatives

The timing of the business associration strengthening
~omponent 15 described below

Month 0 Project begins
2-3 General Manager dizlogue with business

assacirations and scnedu.ing »F organizational adv.sory

~puTe

)
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4-3 Organ.zaticonal aavisorv inouts conducted znd
act_on plans prepared Training Coord_nator i1-put or
Training elements of act_.on plars

9 General Manager review of za2ction plan and

discussion wizth husiness assogrations preparatisr of
submission to Board of Directors

1c10n on action plans by 3BGT Board of

12 Implementation of action plans begins

30 Review of Action Plans and Revisions

e
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[LLOSTRATIVE
SBGT [MPLEMR¥TATION SCHEDOLE
{July 25 1391)

SCERDULED ACTIVITY RESPONSIBLE
Y
Bay 01 1991 'Advertise for AID Project Manager 'PD/PR & BI0
¥ay 30, 1991 ;Identify Trustees to fors Trust 1A1D/60S
Jup 13 1991 :Select participating compercial bask  [AID/SBGT proposed
' trustees
Jul 08, 1991 (Form Swazi Business Growth Trust as  |AID/SBGT proposed
ilegal tax free trust itrustees
Jul 10, 1891 ESlgn Nemorandus of Onderstanding 'AID/GOS
191th 80§ to sacure Section 415 funds |
ifor credit component and tax ‘res !
\statas for Trust H
Jal 19, 1991 |Sign Nemorandum of UOnderstanding 1ATD/participating
'between AID and participating bank tcommercial barg
Aug 5, 1981 ;AID Project Manager Arrives 14707810
dug 15, 1991 !AID authorizes project 'AlD
dgg 15 1991 'PIO/T for Cooperative Agressent ‘PD/PR
‘submitted to BCO !
Ang 30, 1991 !Sige Cooperative Agreement between AID 'AID/SBG?
'Swaz1 Business Grosth Trast (SBGY) !
dug 30 1991 EGOS grants 1,000 000 Section 416 funds'GOS/SBGY
'to SBGT for Credit Gaarantse Program |
Aug 30, 1991 'PI0/T for REUDO 1A for Construction  PD/PR
Icomponent ‘
dug 30, 1991 'PIO/T for long vers ™4 subsztted to 200:PD/PE
Aog 30, 1991 :PIOIC for computers vehicles and :“D/P!
"other SBGT sqaipment completsd !
vept 30 1991 BFP 1ssued for long term TA 'AID/RCO

ANNEX K

07



$BGT [MPLEMENTATION SCERDULE
(July 235, 1981)

SCEEDOLED ACTTYITY RESPONSIBLE
RNt
Sept 30 1991 'Space leased for ¥babame SBGT office  'AID/EID
‘for occupation o March 1392 ! '
Sept 30 '991 !Procuremeat 1nitiated for computer (AID/NS/QP/CONS/P
‘packages, typesriters, fax, photocapy | i
'and telexr machines .
vep 30 1991 'Furniture/office equipment procuresent 'AID/EI0 ’
“iairisted (for Mbabame office ocnly} ° :
Sept 30 1991 !Buy 1n :nitrated for REUDO 74 to '41D/RBUDO '
'1aplesent Copstruction Cosponent '
¥ov 30 1991 !T4 1nmitiated to s:aplify w0S procedures;REUD0 '
‘for contracting ssall works f '
Nov 30 1991 'Proposals for long term Th recerved  |AID/RCO !
Dec 1, 1991 |Vehicle procuresent 1n1tiated 'A1D/RCO '
Dec 1, 1991 !Selection Committee completes revies (RCO PD/PR, SBGY |
'of long ters TA proposals : :
Jan 30 1992 'Small swazi comstruction firms selected REODO
‘for participation 1R constructlion i
‘component ! :
] i ]
Jan 30, 1992 !Small cosstraction company workshops |REODO '
‘1n1t1ated i '
Jan 30 1992 'Best aed finals recsived for leag ters |AID/RCO :
Feb 20, 1981 !Contract award for long tera TA 1AID/BCO ‘
Nar 30 1992 ‘Computer packages typewriters far ' '
\photocopy, telex machines furaiture/ X
‘office equipaent procuresent received
dpr 15 1992 'Vebicle delivery ATD/BC0 :
Apr 30 1992 ‘'Long term 14 arrives (General Mamager ‘Conmtrac’or !
and Business Development Advisor)
¥ay 15 1992 'BDA 1nmitiates large busimess praduct/ ‘lomtracrtor I
'services needs survey
8ESTA&HMABLFCOpy

WY
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9BG* IMPLENENTATION SCHEDOLE
(July 25 1381)

aCARDOLED APTTYTYY RESPONS BLE
RNTITY
Nay 30, 1997 'Long term Executivs Officer hired 'Contractor ‘
1 i I
Jun 30 1990 'vhort term busines organization 1Contractor ‘
'strategic planaing aavisors arrive ! '
Jup 30 1992 ‘Business Advisory Comacil established Comtractor/SBGY
Jul 30 1992 'LOP and ‘st year workplans completed Contractor
Jul 30 1992 ;SBGT operatiomal accounting, and iContractor !
'personnel management procedures
‘establishad and recorded (except for '
‘credit program) '
Jul 30, 1992 !BDA 1p1t1ates Small Businmess Product/ [Coatractor

Jul 30, 1992

Jul 30, 1982

dug 30, 1982

bug 30 1992

Sept 30,1992

Sept 30,1982

Sept 10,1882

Sept 10 1392

Sept 30 1992

ivervice Directory
1

1ALl #rrst year 5BGT staff bired except

tfor omall Business Advisors

i

1Short ters credit advisor arrives

I

1Business organizations selected for
'9BGT assistance

'Agreewent negotlated mith commerciral
thank as to tts role in mamaging the
leredit guarantes funds

1

‘Spall bosiness directory publisned
1ehich 1deatifies swall business
products and services

tDirect Mapagement Assistance Program
' launched

'Computerized project monitoring and
ievaluation system established
'Credit program procedures/sanuals
‘completed

4

‘2 Saall Business Advisors hired

fontractor

Contractor

SBGT/AID

¥
t
1
1
1
i
1]
¥
]
E
15BG? Board
]
!
H
'
]
1
]
l
‘Contractor
3
X
[}
]
I
1

Contractor

1
)

'Contractor

'Contractor

i
|

'Contractor

i
|
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33GT TMPLENENTATION 5CBEDOLE
(Juty 25 1981)

2CHEEDOLED ATV RESPONSIBLE
ENTI*Y
Sept 30 1992 'Business Association oBGT assistance  ‘Comtractor !
'"1n1t1ated ! !
Sept 30,1992 !Progress Report ‘Contractor/SBGT !
Sept 30,1992 1LOP and yearly worxplan revised ‘Contractor/SBG? |
' H 1
Oct 30, '992 |PIO for office equipment for '31D/PBD/PR '
'¥anzim1 0ffice coapiered ! '
Novr 15 1982 EProcurenenz of office equipment for  'AID/EI0 '
'"Mapzin1 Office imitiated ! '
§ov 30 1992 'Training plan developed mith business ‘Coptractor/DBDA/ |
iorganizations complete 10 1
Nov 30, 1992 !Small Busipess Advisors training 1Contractor :
'completed ! X
Jov 30, 1992 |Credit program launched \Contractor
i ] 1
Dec 15 1392 {Business managesent 1mprovement iContractor '
‘worgsnops launched ' ‘
Jan 3, 1993 ‘Deputy General Mapager hired 1Contractor N
Jan 15, 1993 Board and key 5BGF staff trained 1o |Contractor H
i fund ra1sing ' o
Jap 30, 1993 |Small busipess operatiopal trainizg  'Comtractor ‘
1n1t1ated ' '
Jan 30, 1993 |SBGT produces fund rarsing plan 13867 /Contractor |
Nar 31 1993 'Progress Report :Contractor/SHGT '
Yay | 1993 [Namzip: SBGT orfrce space leased AID BX0
and furmisned '
May 15 1893 |Manzinm: hound Data Eatry Clerk ‘Contractor !
‘hired ana training 'mitiated by
"Nbabage Jata Imtry ulerx
BEST AVAILABLE COFY

@;@



SBG? [MPLEMENTATION SCEEDULE
{July 2§, 1331)

SCEEDOLED ACTIVITY BESPONSIBLE
Nty
Yay 15 1933 )Manz m1 bound secretary hires and 'Contractor
‘traineg
¥ay 29 1983 31 small Business Advisor hired tContractor
rand traized .
'l Gmall Business Facilitator hired !
rand trained
May 29, 1983 :!anzxnx SBGT 0ff1ce opeas for business :Contractor
Jul 31 1993 :AID G0S  SBGT review of sufficrency EAID/GOS/SBFT
1of fupas available for credit guarantee)
sept 30,1993 EProgress Report :Cantractar/SBGT
Sept 30 1993 [LOP and yearly worxplams updated 1Coatractor/SBGT
Jan 01 1994 Mid term project evaluation EIQC
Nar 01 184 ;1 Small Business Facilitator hired fContractor
rand trained '
4 I
Mar 31, 1934 |Progress Report iContractor/SB6?
Sept 30,1934 Progress Report ‘Contractor/SBGT
Sept 30 1934 |LOP and anmual workplan update 1Contractor/SBGT
+(4nnual plan for Sept 30, 1994 '
'throagh Dec 31, 19335) :
Jan 2 1895 ELong ters 4 contract ends E
¥ar 31, 1995 EProgress RBeport ESBGT
Sep 30, 1995 Eprogress Report :SBGT
sep 30, 1995 (Yipal Project evaluation completed IQC
Dec 31 1995 Project Assistance Compietion Date !
Jap 30 1996 'Final Project Report EUSAID/PD/“!

[
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AIDAC

T2 12356 N/A

TAZS

SUBJICT  S#AZI BUSINESS DEVELOPMENT P®0JECT (545-8233)

PID GJIDANCE CAERLZ

RET  STATZ 223334

1 SUMMAPY T9% ECPR MET ON 5 JJLY 1333 TO REVIEY THZ

SUBJICT PROPOSAL  DEPUTY? ASSISIANT ADMINISTRATIR ¥O2 MSGE NO

ATRICA T L. SAIE2S CEAIRID TEZ ECPR, WITE ATTINDANCI BY pore
REPRISINTATIVES F04 AFR/PD, 4F3/S4, AF3/vDI, PPC/4ID, |gm

PRE/SMIE, PREZ/E, REUDO/ZSA AND GO/AT®  MISSION DIRECTOF 7
BO3ER CARLSON REPRESENTED THZ MISSION THE FCPR oo v
COMPLIMENTED THE MISSION ON AN OUTSTANDING PID TIE PPD N
PROELEM #AS CLEARLY DEFINED, IEE CONSTRAINTS EINDERING |pg

SMALL BUSINESS 330WIZ #23E IDENTIFIZD, AVD, IEE bl
INTIRVENTIONS TO ALLEVIATT TEE CONSTRAINTS #ERE CLEARLY |FM
“DELINEATED. TZE PROJECT IS CAREFULLY CRAFTED AND ¥ELL |HPN

TOCUSEID.” THE ECPR AF ROVED THE FID AND THF MISSIIN = [HR/GDO

SEQULD PROCEED TO DEVELOP THE PROJECT PAPEP AND - - A

_Z AUTEORIZE TEE PROJECT UNDER ITS DJA 551 ACUPIORITY. END
SUMMARY - ‘ - L RCO
EXO

"2 "ATDISCUSSION OF ISSUES AND CONCERNS RAISED AT PEE SHRON >
ECPR AND THE RESULTINI GUIDANCE FOR PREPARATION OF THE |REF .
PROJECT PAPER FILLOW: Reply Due 3§33
(A) A.I.D.’S EIPERIENCE WORLD-#IDE TO ASSIST SMALL AND [|ochon Taken

MEDIUM ENTERPRISE INDICATES TEAT THE ABILITY OF THIS lnihai/Date

TYPE OF PROJECT TO QUOTE GRADUATZ UNQUOTE SMALL . ._ Rle Loc.

11

ONCLASSITIED STATT 2-2324/11
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2
TAIZETPING OT 2ISOCRCIS/STRVICTS 4Ili 3

(B) WORLD~-¥IDE, & I D LACKS SOUND DATA OV F7¥ECIITT
MECEANISMS POR ASSISTING SMALL BUSINISS TEIS PRJIJECT
YILL STRVE AS AN IMPORTANT LEARNING EIPERIENCE TOR
AFRICA IN A SUB-SECTOR #3ICH IAS ATTRACTED A GEEAL DEAL
OF INTOREST BUT IN #HICHE A I D HAS N2T BEEN ABLEZ TO
DEMONSTRATE MUCH SUCCESSS. CARETFJL ZVALUATION OF PROJECT
“ACTIVITIES, PARIMICULARLY IF PRECEBDED BY ESTABLISEMENT
OFIA GCJD DATA BASE, #ILL PROVIDE VALJABLE LESSJd{3 FOR
A.I.D

ACTION REQUESTED. THE ECPR DETERMINTD THAT
COMPREEENSIVE AND QJUANTIFIED MONITORING AND EVACOATION
MUST BZ AN INTESHRAL PART OF TEE PROJECT. THE PP SEQULD
CONTAIN, (I) AN EVALUATION PLAN JHICT INTEZRATES BASE
LINE DATA COLLECTIOV, R33ULAR, QUANTIFIED MONITORING OF
PROJECT ACTIVITIES AMD TARZED ACIIEVMENTS, AS WELL AS
CONDUCTING ROLLING EVALUATIONS OF IMPACT, (II) DETAILS
OF HOY THE BASELINE SORVEYS wILL BE COMDJCIED, AND
(III) A SEPARATE BUDGET FOR AUDIT AND A SEPA3ATE,
ITEMIZED BUDGET FOR EVALUATION. TEE ETT7ALJATION BUDGET
SEQULD BEf RE-EZXYAMINED TO ENSURAE THAT IT IS ADSQUATE,
"MR. SAIERS ASTED THAT FRED O“REGAN OF 4DI PARTICIPATIZ IN
THE OVERALL PP DESIGN TQ ADDRESS TIE FRADUATION ISSUE
AND TQ DESISN THE EVALUATION PORTION MDI AGZEED TO

- PROVIDE MBE. O REGAN’S SERVICES.

(C) TEE PLAN TO ESTABLISE A NEW ORGANIZATION TO
TIMPLEMENT THE PROJECT SHOULD-BE THOROUGHLY EIXAMINED
DURING THE PREPARATION OF TEE PROJECT PAPER. A NTUMBER
OF " QUESIIONS NBED TJ BE ANSJEBRED DURING PP DES1zN.

(I) LETAL/CONT2ACTOUAL- 3C/AFR #fS CONCERNED TEAT TER

LESAL AND CONTRACTING CONSIDERATIONS OF & I.D.”S

PEOVIDIVG "FUNDS IO SWABCZ0 BE REVITWED BY THE RLA AND

RCO AT AN EARLY POINT CAN SWABCCO BE DEEMED -

GRANT-WORTEY TO ENABLE A.I.D. TO PROVIDE FUNDS DIRECILY

TH2O0UZE A 32ANT 08 COOPEIATIVE AIREEMENI? UVDE® IFE

INTERPRETATION OF SECTION 537 OF THE FOREIGN ASSISTANCE

- “APPROPRIATIONS ACT, A.I.D.-FONDS MAY BE PRIVIDED 10 A _

~PRIVATE VOLONTARY ORGANIZATION UNDER A GRANT OR
COOPERATIVE AGREEVENT DIRBCTLY FAOM A.F.D. (AS
CONTRASTED #ITH ONE FROM THS &0S) ONLY IF TEE PVO IS
REIISTERED WITE A.I.D. THE J4AY SWABCCO S CEAIIER
DEFINES ITS PURPOSE AND AUTHORIZES IT TO SOLICIT AND
RECEIVE FOUNDS, AS ¥YELL AS TEE WAY IT ACTCALLY DJEIS S3,
AR® THE CHARACTERISTIS MOST LIKELY TO AFFECT WEETEESR IT

%% DEEMED TO BE A PVQ  JBETHEX OF NOT S/ABCCO IS & PVO
#5394
NYYN ’ -

ONCLASSIFIED STATZ 24153324/31
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ONLTZ AT®ILTS A DIZCI3ISN ™3 73244.L7 727177287 JqAazcet
17 DETEMID GRANT JORIIT, ANT ORTANVIZATICON CAN 2TJZIVT 4
GRPANT DIRECTLY FRO4 & I T AJCTZETI® a%7A D7 CANCI™H IS
T9E DEGREE J3F A.I D INVILYDMENT IM 24ABSCO d1L.

A I.D FUND THE COSTS OF QRGANIZING S4ABCCO, AND #ILL

A I:D SELECT I9E ORGANIZERS AND/J OFTICIALS? EJ4 #ILL
THIS BE DONE, I.E , TH2QJZH ISSUANCE OF AN RF?
SOLICITING VARIJUS PROPOSALS TC FCAM S#43CC0°

(II)°VTRAINING THE POSSIBILITY OF STPARATING THE
TRAINING FOUNCTIJN FROM THE ASSISTANCE TJ SYALL BJSIWESS
ORGANIZATIONS #AS DISCUSSED TEZ TRAININZ TEAT SsaBCCO
WILL™BE DOING APPEARS TO BE IN DIRECT COMPETITION ¥ITH
ACTIVITISS CARIIED QOUT BY TIE S4AvE INSTITOUTIONS S4ABCID
PHOPOSES "TO ASSIST EXPERIENCE ELSEWHERE HAS
DEMONSTRATED -THAT PROVIDING TRAIJZING [J SMALL BJSINESS
AND SIMOLTANEQOUSLY ATTEMPTING TO STRINGTHEN THE
ORTANIZATIONS ASSISTING SMALL BJSINSSS CIEATES
DIFFICULTIES IF THE PROCESS IS NOT CAREFULLY INTEGRATED

(TII) SOVERNMEND INVOLVEIMENT IN THE PI0OJECI- TEHF
MISSION REPRESENTATIVE EYPHASIZED THAT TBE REASON FOP
TYZ FAILURE OF SIMILAY ORGANIZATIJINS ATIIMPTING T)
-
ASSIST SMALL ENTERPRISE IN SWAZILAMD EAS BEEVN EEATY
GOVERNMENT INVOLVEMENT, 1IN THE CAST OT 3EDCO.
“GOVERNMENT NEPJTISM AND LOAN DECISIONS BASED ON
POTITICAL, RATHER TEAN PRIOFIT-vAIING CONSIDERATIONS,
EAVE BEEN CENT2AL TO CREATING A MORIBOUND ORGANIZATION.
“MISSION DIRECTI2 CARLSON STALED SETERAL TIMES DIRING HI3
PRESENTATION THAT THE SwAZI PRIVATE SECIOR I3
“DISTRUSTFUL "OF ANY GOVERNMENT ENTITI. THIS DISTRUST AND
“THE TRATX RECOiD OF FAILURE OF PRIEVIJIJS GOVEANVENT
“EFFORTS™TO ASSIST SMALL BUSINESS SHOULD ARGOUE FOR ONLY
~PRIVATE SECTOR INVILVEMENT IN TEE FINANCINI AND
IMPLEMENTATION OF THIS PROJECT, #THE PEIVATE SECTIR
TINSTITUTION MUST BE EMPOWERED AND FREE OF ZOQVERNMENT
“CONTROLIF IT"S T0 BECOME SELF-SOSTAINING MOREJVER,
“ONE COULD LOOX AT TEIS WECLE PROJECT AS AN ATTEMPT TO
EMPOYER "THE PRIVATE SECIL2A IO DO FOR ITSZELF. 1IN THIS
LITET, ANY INVOLVEMENT QOF THE GOVERNMENT IN THE PROQJECT
SHOULD BE MINIMIZED 01 ELIMINATED., TEE MISSION SEQJLD
ALSO BE "AVARE THAT IF IT 4235 TO OBLIZATST JITH THE'GOS,
THE GRANT "AZSEEVENT VOULD HAVE TO PROVILE SOYE ROLE FOR
THETGOS "IN THRE PROJECT REGARDLESS OF THE PRIVATE SslTOR
INSTITUTION SELECTED TO IMPLEMENT THE PROJECT WE
ENCOURASE THE YISSION NJOT TO INVOLVE TIE FOVEANMEMT IN

' EITEER TEE SRANI AGREEVMEVI OR AS PART OF THg BOARD OF

"DIRECTORS.™ " HOWEVER, THIS DOES NOT MEAN THAT THE MISSION
"ORZTHE "IMPLEMENTING ENTITY SHO0ULD FOREGO COLLABORATION
"VITH THE GOVERNMENT ESPECIALLY AS HEGARDS THE PJLICY
CEANGES NECESSARY TO ACCELERATE SMALL ENTE?PRISE
DEVELOPMENT IN FACT, EMPOJERING THE PRIVATS SECTCR TO
ENZAGE THE FOVERNMENT IV POLICY DIALOIJE SHOJLD B?® AN
INTEGRAL PART OF THIS TFFORT -

ACTIONS REQJESIED: TE™ TXACZT RJTT OC SIABCCY, I3Z

ONCLASSITISE STATZ 248884¢/72
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A - T2 I4PIIMIvT on
PRCJIZCT, S I¥7 2° DIsIz tI
TZE DIPFICSULTIZS J7 ESTABLISEING A4 WEJ 213'NIZATIT)
?P SEOOLD RIZ-ZIAMINE I9C ALTZRVATIVIS OF STI™NGTIZ
AN EXISTIN: ORZAVIZATIJN TO PERFOEvM IdZ 7ONCTIONE,

“AND/OR BECOGNIZINS UP PRONT THAT SJABCCQ 4ILL BE

PERMANENT. THE MISSION SEOULD RECONSIDER TE:X PURPOSE OF
SWABCCO, TEE PJI35SIBILIIY OF INTEZR2TINZ ITS TRAINING
PROGHAM WITH TIE P20GARAM FPOR INSTITUTIOMAL
STRENGTIENING, ITS LEZAL COVSIITCTION, TEE LEAD TIMZI
NEBDED TO 4AXE IT EFFECTITE, AND ITS ORGANIZATIONAL
BELATIONSEIPS WITH SIMILAR ENTITIES., THE REFIONAL LEGAL
AND CONTRPACTINZ ADVISI®S SHIULD BE INVILVED EAILY IN 74d%

PP DESIGN TQJ CONSIDER ALL THE LEZAL AND COMTRACTING

IMPLICATIONS OF USING SWABCCO TQ IMPLEMENT [EZ PRJIJECT

IF A.I.D. VILL BE REPRESENTED EX OFFICIO ON SWABCCO’S -
BOARD OF DIRECIQJRS, THEE PP SHQULD EXPLAIN WHY THIS IS

NECESSARY, RATHER TEAN MONITORIN: A I.D.,“S ASSISTANCE

FROM THE TRADITIONAL AIM3 LEVITH PERSPECTIVE TEE PP

SEQULD EXAMINE «HETYER THIS CAN BE DONZ S0 AS T2

MINIMIZE AND/0R ELIVINATE POTENTIAL A.I D, LIABILITY,

AT A MINIMUY, 3C/AFR STRONGLY RETCOMMENDS THAT 4 I.D ‘S

ROLE BE NONVOTINZ FINALLY, THE EMPEASIS AND

RESPONSIBILITY FOR TEIS PROJECT SHIULD REST IV TUE -
PRIVATE SECTOR. GOVZINMENT SEOULD AOT BE INVOLVID I

PROJECT OPERATIONS

(D) PPC/WID COMMENDS THE MISSION FOR ADDRESSING GINDER -
“ISSUES IN THE SUBJECT PID. DJRING THE 2° DESIGN,
GEVDER-DIFFERENTIATED CONSTREAINTS AND OPPORIUNITIES FOX
ENTREPRENEURSHIP AND SMALL BUSINESS DETELOPMENP NEZD T)
“BE"EIPLORED IN MORE DEPTI AND CAREFULLY MONITORED DURING _ _~ ..
“PROJECT IMPLEMENTATION. - -t T

ACTION REQUESTED ENSOURE TEAT TEE SCIFE OF WOREK J)F THE
PRELIMINARY SURVEY, BASELINE WORX, AND STBSEJUENT _
MONITORING INCLJIDE RELEVANT GENDER ISSUES T0 CLE.RLY
’%gENTIFY THE CHARACTERISTICS AND CONSTRAINTS OF .2%

#5394
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m_®3I7 %03 LATIIN D aIIICZSINT TIT ITAITI OT 4IIE0 al
SWAII BTIIVISIIIOIM S4ATILAD 4 3.7=T ¢ 13 IEI 81T/
348TD FIMINI 2337207 38TLD SSICITT TIIE ASSISTaicl
ALTEQUGS IE2 °ID STAPIS T3.7 T2 NITDI O7 404y
INTREIPRENECRS 4ILL BE ADDRISSZD 2T TIIC 2aJJICT, DHIS
SUBJICT ALSO NEETDS [D B BUILD 1470 734 SOPS INDICAIOAS

3 THE BUREAU AFREES THAT TEE PROPCSTO ACTIVITY 4EITS
THZ CRITZRIA TCR A CATEGOPICAL ZXICLUSION FRO™ F"RTEVR

INVIRONMENTAL REVIEW ANNEX 3 O [EZ PID IS APPR0OVE
WRITTEN.

D

4 STBJZCT TO THE SUIDAICT CONTAINID TEISIH, MIS3IOV
AUTEQORITY TO APPPOVE THE PP AND AUTEZORIZE THZ PI0JECT

PZR DOA 351 IS HEEREBY CONWIA“ED PLTASZ SEMD AFe/PD &

COPY QF THE PP AND IEE AJTIORIZATION UPON COMFLETION

ATAIN, THANKS FOR A WELL-DONE PID IT 443 A PLEASQORE T2

BEVIEVW. EAGLEBTRGER
3T
#5834

NNV

UNCLASSITIED STATE 2
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-202~
2£70M30585 —- - T- T oL T2Ts g5
2R RLEIME 1 ITe 32 9228
IE RLIIC #5978 3522587 S 25235
<ZN© JJTUT Iz CIRG 4T
y-31 2985127 TIC 99 - TIZT il

-4 SECSTATE WASETC

70 RUEZOR/AMEMBASSY FABORONE 4282
y INFO RUZENP/AMEMBASST NAIRQBI 7432
“AUTEMB/AMEMEASSY MBABANE 28172 N

-3T 7 AITEX 4
y- INCLAS™STATY 4z55ge - — e

T AITAC

D
£.0. 12285+ N/A
TGS
>- SUBJECT IZXI ZO0R PRIVATT ENTERPRISE DIVILOPMENT PPQJECT .
£33-3253)

D REIT GABCRONE 26155

1. DUPEZAT CNVIRONMENTAL QFFICIR <4S REVIZJED REVISIT IIXT
D AND APPROVES CATEIGORICAL IXCLUSION BASIT ON PROJEICT
CZSCRIPTION IN REFTEL. WOULD SUGGEIST THAT RWGIONAL
SNVIRONMEMTAL ADVISOR AND 3EQ 22 COPIED (ITE ANY
‘3 ZNVIRONMENTAL GUIDELINES AND CRITTRIA AS TSET APF
CEVILOPED, ALSO SUGGEIST THAT REQ 2E CALLEL UPON TQ ©9EII?
P4PRQOVIZE ASSISTANCTI IN TEVILOPING GUIDTLINES AND SCOPES OF
) AORE QP JTTASIBILITY STULIES

3 %T TIIS CARLZ TAS BEEN CLEARET BY AFR/GC. AETEQLOMEW
PEELE!
3 NNNN MSGEZ NO
Action ‘ ine
3 UnNczassIFIzz |BR STATT 435328
oD
A pPPO 4
R PP vz
Fl\‘\
> HPM
HR|GDO
RLA v
J n<o
%]
J C4RCN v
’ RF o
) Resly Cue O\\\Q |
Acton Talen ' !
) trutial{Cate -
File Loc. .
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5C{1) =~ COUNTRY CHECKLIET

Listed below are statutory criteraia
~zpnlicable to the eligibility of countries to
recelve the following categories of assistance
{n) beth Development Assistance and Economic
Sapport Funds, (B) Development Assistance
+inds only, or (C) Economic Support Funds
only

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

1 Narcotics

a Negative certification (FY
1991 Appropriations Act Sec 559(b)) Has
the President certified to the Congress
that the government of the recipient
country 1s failing to take adeguate
measures to prevent narcotic drugs or
other controlled substances which are
cultivated, produced or processed
1llicitly, in whole or in part, 1in such
country or transported through such
country, from being sold i1llegally within
the jurisdiction of such country to United
States Government personnel or their
dependents or from entering the United
States unlawfully®

b Positive certification (FAA
Sec 481(h)) (This provision applies to
assistance of any kind provided by grant,
sale, loan, lease, credit, guaranty, or
insurance, except assistance from the
Child Survaival Fund or relating to
international narcotics control, disaster
and refugee relief, narcotics education
and awareness, or the provision of food or
medicine.) If the recipient 1s a "major
1llicit drug producing country" (defined
as a country producing during a fiscal
year at least five metric tons of opium or
500 metric teons of coca or marijuana) or a
"major drug-transit country" (defined as a
country that 1s a significant direct

11/a
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source of 1llicit drugs significantly
affecting the United States, through which
such drugs are transported, or through
which significant sums of drug-related
profits are laundered with the knowledge
or complic.ty cf the government)

(1) does the country have
in place a bilateral narcotilcs agreement /A
with the United States, or a multilateral
narcotics agreement”®

(2) has the President 1in
the March 1 International Narcotics
Control Strategy Report (INSCR) determined
and certified to the Congress (without
Congressional enactment, within 45 days of M/A
continuous session, of a resolution
disapproving such a certification), or has
the President determined and certified to
the Congress con any other date (with
enactment by Congress of a resolution
approving such certification), that (a)
during the previocus year the country has
cooperated fully with the United States or
taken adequate steps on 1ts own to satisfy
the goals agreed to in a bilateral
narcotics agreement with the United States
or in a multilateral agreement, to prevent
1llicit drugs produced or processed in or
trarsported through such country from
being transported into the United States,
to preve~t and punish drug prefait
launder.ng 1in the country, and to prevent
and punish bribery and other forms of
public corruption which fac.litate
production or shipment of 1llicit drugs or
discourage prosecution of such acts, or
that (b) the vital national interests of
the United States regquire the provision of
such assistance”

c Government Peolicy (1986
Anti-Drug Abuse Act of 1986 Sec 2013(b))
(This section applies to the same N/A
categories of assistance subject to the
restrictions in FAA Sec 481l(h), above )
If recipient country 1s a "major 1llicit
drug producing country" or "major
drug-transit country" (as defined for the
purpose of FAA Sec 481(h)), has the
President submitted a report to Congress

e
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listing such country as one (a) whach,
as a matter of government policy,
encourages or facilitates the production
or distribution of 1llicit drugs, (b) in
which any senior official of the
government engages 1in, encourages, or
facilitates the production or distribution
of 1llegal drugs, (c) in which any member
of a U S Government agency has suffered
or been threatened with violence inflicted
by or with the complicity of any
government officer, or (d) which fails to
provide reasonable cooperation to lawful
activities of U § drug enforcement
agents, unless the President has provided
the required certification to Congress
pertaining to U S national interests and
the drug control and criminal prosecution
efforts of that country?

2 Indebtedness to U.B catizens
(FAA Sec 620(c) If assistance 1s to a
government, 1s the government indebted to
any U S «citizen for goods or services
furnished or ordered where (a) such
Citizen has exhausted available legal
remedies, (b) the debt 1is not denied or
contested by such government, or (c) the
indebtedness arises under an unconditional
guaranty of payment given by such
government or controlled entity?

3 Seizure of U.S5. Property (FAA
Sec. 620{(e) (1)) If assistance 1s to a
government, has 1t (includ:ing any
government agencles or subdivisions) taken
any action which has the effect of
nationalizing, expropriating, or otherwise
selzing ownership or control of property
0f U S citizens or entities beneficially
cwned by them without taking steps to
discharge i1ts obligations toward such
cltizens or entlities”

4 Communist countraes (FAA Secs
620(a), 620(f), 620D, FY 1991
Appropriations Act Secs 512, 545) Is
reciplent country a Communist country® If
so, has the President (a) determined
that assistance to the country is vital to
the secur.ty of the United States, that
the recipient country i1s not controlled by

N/a

N/A

No
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the 1nternational Communist conspiracy,
and that such assistance will further
promote the independence of the recipient
country from international communism, Or
{b) removed a country from applicable
restrictions on assistance to communist
countriles upon a determination and report
to Congress that such action 1s 1important
to the national interest of the United
States” Wi1ill assistance be provided
elther directly or indirectly to Angola,
Cambodia, Cuba, Iraq, Libya, Vietnam, Iran
cr Syria® Will assistance be provided to
Afghanistan without a certification, or
wlll assistance be provided inside
Afgnanistan through the Soviet-controlled
government of Afghanistan®

g Meb Action (FARA Sec 620(3]))
Has the country permwmitted, or failed to
tale aceguate measures to prevent, damage
or destruction by mob action of U §
property”

6 OPIC Investment Guaranty (FaA
Sec 620(1)) Has the country failed to
enter 1nto an investment guaranty
agreement with OPIC?

7 Seizure of U.S. Fishing Vessels
(FAA Sec 620(0), Fishermen's Protective
Act of 1967 (as amended) Sec 5) (a) Has
the country seized, or imposed any penalty
or sanction against, any U § <fishing
vessel because of fishing activitiles in
internaticnal waters® (b) If so, has any
deduction reguired by the Fishermen's
Protective Act been made®

8 Loan Default (FAA Sec 620(qg),
FY 1991 Appropriations Act Sec 518
(Brooke Amendment)). (a) EHas the
government of the recipient country been
in default for more than six months on
interest or principal of any loan to the
country under the FAA® (b) Has the
country been in default for more than ocne
Year on interest or principal on any U S
loan under a program for which the FY 1990
Appropriations Act appropriates funds”

Mo

Mo
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9 Military Equipment (TAA Sec
620(s)) If contemplated assistance 1s
development loan or to come from Econeomic
Support Fund, has the Administrator taken
into account the percentage of the
country's budget and amount of the
country’'s foreign exchange or other
resources spent on military equipment®
(Reference may be made to the annual
"Taking Into Consideration” memo "Yes,
taken 1nto account by the Administrator at
time of approval of Agency OYB " This
approval by the Administrator of the
Operaticnal Year Budget can be the basis
for an affirmative answer durang the
fiscal year unless significant changes in
circumstances occur )

N/Aa

10 Diplomatic Relaticns with U.5
(FAA Sec 620(%)) Has the country o
severed diplomatic relations with the
United States® If so, have relations been
resumed and have new bilateral assistance
agreements been negotiated and entered
1nto since such resumption®

11 U.N Obligations (FAA SecC Swaziland's UN
620(u)) wWhat 1s the payment status of obligations are fully
the country's U N obligations® If the paid or funds have been
country 1s 1n arrears, were such approoriatad and
arrearages taken into account by the bﬁdgeted for payment of
A 1 D Administrator in determining the sucn obligations

current A I D Operaticnal Year Budget®
(Reference may be made to the "Taking intoe
Consideration® memo )

12 Interpational Terroraism

a Sanctuary and support (FY
1991 Appropriations Act Sec 556, TAA
Sec 620A). BHas the country been
determined by the President to (a) grant
sanctuary from prosecuticn to any
individual or group which has committed an
act of international terrorism, or (b)
otherwise support international terroraism,
unless the President has waived this
restriction on grounds of national
security or for humanitarian reasons®

b
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b Airport Security (ISDCA of
1985 sec 552(Db) Has the Secretary of
State determined that the country 1is a
high terrorist threat country after the
Secretary of Transportation has
determined, pursuant to section 1115(e) (2)
of the Federal Aviation Act of 1958, that
an airport in the country does not
maintain and administer effective security
measures”

13 Discrimination (FAA Sec
666 (b)) Does the country object, on the
basis of race, religion, national origin
or sex, to the presence of any cfficer or
employee of the U S who 1s present in
such country to carry out economic
development programs under the FAA®

14 Nuclear Technology (FAA Secs
669, 670) Has the country, after August
3, 1977, delivered to any other country or
received nuclear enrichment or
reprocessing eguipment, materials, or
technology, without specified arrangements
or safeguards, and without special
certification by the President® Has it
transferred a nuclear explosive device to
a non-nuclear weapon state, or i1f such a
state, either received or detonated a
nuclear explosive device? If the country
1s a non-nuclear weapon state, has 1it, on
cr 2ftz>-r A.gust 8, 1985, exported (or
attempted to export) 1llegally from the
United States any material, eguipment, or
technology which would contribute
significantly to the ability of a country
to manufacture a nuclear explosive device®
(FAA Sec 620E permits a special waiver of
Sec 669 for Pakistan )

15 Algiers Meeting (ISDCA of 1981,
Sec 720) Was the country represented at
the Meeting of Ministers of Foreign
Affairs and Heads of Delegations of the
Non-Aligned Countries to the 36th General
Assembly of the U.N. on Sept. 25 and 28,
1981, and did 1t fail to disassoclate
itself from the communique issued® If so,
has the President taken 1t into account”
(Reference may be made to the "Taking into
Consideration" memo )

Ho

N/A

5 AR
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16 Military Coup (FY 1991
Appropriations Act Sec. 513) Has the
duly elected Head of Government of the
country been deposed by military coup or
decree” 1If assistance has been
terminated, has the President notified
Congress that a democratically elected
government has taken office prior to the
resumption of assistance”

17 Refugee Cooperation (FY 1991
Appropriations Act Sec 539) Does the
recipient country fully cooperate with the
international refugee assistance
organizations, the United States, and
other governments in facilitating lasting
solutions to refugee situations, including
resettlement without respect to race, sex,
religion, or national origin®

18 Exploitation of Children (FY
1991 Appropriations Act Sec 599D,
amending FAA Sec 116) Does the
recilpient government fail to take
appropriate and adequate measures, withan
1ts means, to protect children from
exploitation, abuse or forced conscription
into military or paramilitary services®

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

1 Human Raights Vieclations (FAA Sec
116) Has the Department of State
determined that this government has
engaged in a consistent pattern of gross
violations of internationally recognized
human rights® If so, can it be
demonstrated that contemplated assistance
w1ll directly benefit the needy”

2. Abortions (FY 1991 Appropriations
Act Sec §535) Has the President
certified that use of DA funds by this
country would violate any of the
prohibitions against use of funds to pay
for the performance of abortions as a
method of family planning, to motivate or
coerce any person to practice abortiens,
to pay for the performance of involuntary

Yes
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sterilication as a method of family
planning, to coerce or provide any
financial incentive to any person to
undergo sterilizations, to pay for any
biomedical research which relates, 1in
whole or 1n part, to methoas cf, or the
performance of, abortions or involuntary
sterilization as a means of family
planning”

2A



5C(2) = ASSBIBTANCE CHECKLISBT

Listed below are statutory criteria
c..cable toc the assistance resources
e~selves, rather than to the eligibility of a
~~TIy TO receilve asslstance This section 1s

.ced 1nto three parts Part A 1includes
riterla applicable to both Development
~Ss.stance and Economic Support Fund resources
Part B .ncludes criteria applicable only to
‘evelopment Assistance resaurces Part C
-1cluaes craiteria applicable only to Economic
suLEpport Funas

O Jn

anote

it

C>0SSs RETERENCE IS COUNTRY CHECTKLIST UP TO

~—
oD-TZ7

£ CRITERIA RPPLICABLE TO BOTH DEVELOPMENT
ASSISTANCE AND ECONOMIC SUPPORT FUNDS

1 Host Country Development Efforts
(FAA Sec 601(a)) Information and
conclusions on whether assistance will
encourage efforts of the country to
(a) increase the flow of international
traae, (b) foster praivate initiative and
compet:it.on, (c) encourage development and
use of cooperat.ves, credit unions, and
savings and loan associations,
(d) aiscourage monopolistic practices, (e)
improve technical efficiency of industry,
agriculture, and commerce, and (f)
strengthen free labor unions

2 U.E. Private Trade and Ianvestment
(FAA Sec 601(b)) Information and
conclusions on how assistance will
encourage U S praivate trade and
investoent abroad and encourage pravate
¢ S participation in foreign assistance
programs (including use of pr.vate trade
channels and the services of U S private
enterprise)

The orotect will suncort
development of the Swazi-cwned
business sector by increasing
businesspecple's access to
camercial credit, improving
business skills and practices,
ana creating cpportunities for
links with large businesses
and govertment  The project
will, therefore, directly
address (b}, (d) and (e)

Growth of Swazi businesses
may present opportunities for
joint ventures ~ith U S
firms The technical
assistance contract will be
with a U S firm
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3 Congressional Notification

a General requirement (FY 1991
Appropriations Act Secs 523 and 591,
FAA Sec 634A) If money 1s to be
obligated for an activity not previously
Justified to Congress, or for an amount 1in
excess of amount previously Justified to
Congress, has Congress been properly
notified (unless the notification
requirement has been waived because of
substantial risk to human health or
welfare)®

b Notice of new account
obligation (FY 1991 Appropriations Act
Sec 514) If funds are beilng obligated

under an appropriation account te which
tney were not appropriated, has the
Presicent consulted with and proviced a
written justification to the House and
Senate Appropriations Comm.ttees and has
such obligation been subject to regular
notification procedures®

c Cash transfers and
nonproject sector assaistance (FY 1991
Appreopriaticons Act Sec 575(b)(3)) If
funds are to be made available in the form
of cash transfer or nonproject sector
assistance, has the Congressional notice
included a detailed descraption of how the
funds w.ll be used, with a discussion of
U 8§ 1nterests to be served and a
caescription of any eccnomic poolicy
reforms to be promoted?

4 Engineering and Fainancial Plans
(FAA Sec 61ll(a)) Prior to an obligation
in excess of $500,000, will there be (a)
engineering, financial or other plans
necessary to carry out the assistance, and
(b) a reasonably firm estimate of the cost
to the U § of the assistance®

5 Legislative Action (FAA Sec
6ll{a)(2)) If legislative action 1s
requ.red within recipient country with
respect to an obligation i1in excess of
$500,000, what 1s the basis for a
reasonable expectation that such action

J/A

IN/A

N/A

Yes

No legislataive action
recuired by recipient
country

<
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wi1ill be completed i1n time to permit
oraerly accomplishment of the purpose of
the assistance?

6 Water Resources (FAA Sec 611(b),
FY 1991 Appropraiations Act Sec 501) It
project 1s for water or water-related land
resource construction, have benefits and
costs been computed to the extent
practicable 1in accerdance with the
principles, standaras, and procedures
established pursuant to the Water
Resources Planning Act (42 U S C 1962, et
seg )? (See A I D Handbook 3 for
guidelines )

7 Cash Transfer and Sector
Assistance (FY 1991 Appropriations Act
Sec 575(b)) Wi1ll cash transfer or
nonproject sector assistance be maintained
in a separate account and not comming.ed
with other funds (unless such reguirements
are walved by Congressicnal notice for
nenproject sector assistance)”

8 Capital Assistance (FAAR Sec
6li(e)) If project 1i1s capital assistance
(e_g , censtruction), and total U S
assistance for it will exceed $1 millaion,
has Mission Director certified and
Regicnal Assistant Administrator taken
11to cons.deration the country's
~amahilaty to maintain and utilize the
project effectively”

9 Multiple Country Objectives (FAA
Sec 601(a)) Information and conclusions
on whether projects will encourage efforts
of the country to (a) increase the flow
of i1internaticnal trade, (b) foster private
1nitiative and competition, (c) encourage
develcpment and use of cooperatives,
credit unicns, and savings and loan
associations, (d) discourage monopolistic
practices, (e) improve technical
efficiency of industry, agriculture and

commerce, and (f) strengthen free labor
unions

/A

N/A

N/A

Same as (1) above

e
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10 U B. Private Trade (FAA Sec
601 (b)) Information and conclusions on
how project will encourage U § private
trade and investment abroad and encourage
private U § participation in foreign
assistance programs (including use of
private trade channels and the services of
U 8 private enterprise)

11 Local Currencies

a Recipient Contributions
(FAA Secs 612(b), 636(h)) Describe
steps taken to assure that, to the maximum
extent possible, the country 1is
contributing leocal currencies to meet the
cost of contractual and other services,
and foreign currencies owned by the U S
are utilized 1in lieu of dollars

b U 8 =-Owned Currency (FAA
Sec 612(d)) Does the U S own excess
foreign currency of the country and, 1if
so, what arrangements have been made for
1ts release”

c Separate Account (FY 1991
Appropriations Act Sec §75) If
assistance 1s furnished to a foreign
government under arrangements which result
in the generation of local currencies

(1) Has A I D (a)
reguired that local currencies be
deposited 1n a separate account
established by the recipient government,
(b) entered inteo an agreement with that
government providing the amount of local
currencies to be generated and the terms
and conditions under which the currencies
so deposited may be utilized, and (<)
established by agreement the
responsibillities of A I D and that
government to moenitor and account for
deposits into and disbursements from the
separate account®

Same as (2) above

The GOS will contr.bute
El million previcusly
generated by the sale of
U S wheat under the
Section 416 program

No

N/A



-5 =

(2) Will such local
currencies, or an equivalent amount of
local currencies, be used only to carry
out the purposes of the DA or ESF chapters
of the FAA (depending on which chapter 1is
the source of the assistance) or for the
administrative requirements of the United
States Government”®

(3) Has A I D taken all
appropriate steps to ensure that the
equivalent of local currencies disbursed
from the separate account are used for the
agreed purposes®

{4) If assistance 1s
terminated to a country, will any
unencumbered balances of funds remaining
in a separate account be disposed of for
purposes agreed to by the recipient
government and the United States
Government”®

12 Trade Restrictions

a Surplus Commodities (FY 1991
Appropriations Act Sec 521(a)) If
assistance 1s for the production of any
commodity for export, 1s the commodity
likely to be i1n surplus on world markets
at the time the resulting productive
cavacity becomes operative, and 1s such
assistance likely to cause substant:ial
injury to U § producers of the same,
similar or competing commodity”

b Textiles (Lautenberg
Amendment) (FY 1991 Appropriations Act
Sec 521(c¢)) Wi1ll the assistance (except
for programs in Caribbean Basin Initiative
countries under U § Tariff Schedule
"Section 807," which allows reduced
tariffs on articles assembled abroad from
U S -made components) be used directly to
procure feasibility studies,
prefeasibility studies, or project
profiles of potential investment in, or to
assist the establishment of facilities
specifically designed for, the manufacture
for export to the United States or to
third country markets 1n direct
competition with U S exports, of

t/A

N/A

N/A

N/A

o
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textiles, apparel, footwear, handbags,

£ at gecods (such as wallets or coln purses
worn on the person), work gloves or
leather wearing apparel®

13 Tropical Porests (FY 1991
Appropriations Act Sec S533(c) (3)) Will
funds be used for any program, project or
activity which would (a) result in any
significant loss of tropical forests, or
(b) i1involve i1ndustrial timber extraction
in praimary tropical forest areas”

14 PVO Assistance

a Auditing and registration
(FY 1991 Apprepriations Act Sec. 337) It
assistance 1s peing made available to a
PVC, nas that organizatiocn provided upon
Timely reguest any document, file, or
record necessary to the auditing
reguirements of A I D, and 1s the PVO
reglstered with A I D 7

b FPunding sources (FY 19591
Apprepriations Act, Title II, under
heading "Private and Voluntary
Organizations") If assistance 1s to be
made to a United States PVQO (other than a
cocperative development organization),
does 1t obtain at least 20 percent of its
total annaal funding for international
activities from sources other than the
Un.ted States Government®

15 Project Agreement Documentation
(State Authorization Sec 139 (as
interpreted by conference report)) Has
confirmation of the date of signing of the
project agreement, including the amount
invelved, been cabled to State L/T and
A I D LEG within 60 days of the
agreement's entry into force with respect
to the United States, and has the full
text of the agreement been pouched to
those same offices® (See Handbook 3,
Appendix 6G for agreements covered by this
provision)

N/A

N/A

ALl revorting requirements
wlll be met upon the
signing of the oroject
Coorerative Agreement
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16 Metric Bystem (Omnibus Trade and
Cuompetitiveness Act of 1988 Sec 5164, as
interpreted by conference report, amending
Metric Conversion Act of 1975 Sec 2, and
as 1mplemented through A I D policy)

Does the assistance activity use the
metric system of measurement in 1ts
procurements, grants, and other
business-related activities, except to the
extent that such use 1s impractical or 1is
likely to cause significant inefficiencies
or loss of markets to United States firms”
Are bulk purchases usually to be made in
metric, and are components, subassemblies,
and semi~fabricated materials to be
svecified 1n metric units when
econcmically avallable and technically
adeguate® Wi1ill A I D specifications use
metric units of measure from the earliest
programmatic stages, and from the earliest
documentation of the assistance processes
(for example, project papers) involving
guantifiable measurements (length, area,
volume, capacity, mass and weight),
through the implementation stage®

17 Women 1n Development (FY 1991
Appropriations Act, Title II, under
heading "Women in Development") Will
assistance be designed so that the
percentage of women participants will be
demonstrably increased?

18 Regional and Multilateral
Assistance (FAA Sec 209) Is assistance
more efficiently and effectively provided
through regional or multilateral
organizations® If so, why 1s assistance
not so provided® Information and
conclusions on whether assistance will
encourage developing countries to
cooperate 1n Tregicnal development
preograms

N/aA, o quart.fiable
measurerents needed for
procurement

Yes, Uamen are expected to
benefit substantially fram
the credit and training
camponents of the oroject

No  Strengthening Swazi
enterprise may foster better
trade relations between
SADCC countries
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19 Abortions (FY 19551
Avpropriations Act, Title II, under
heading "Population, DA," and Sec 525)

a W1ll assistance be made
ava.lable to any organizaticn or program
which, as determined by the President,
supports oOr participates i1n the management
of a program of coercive abortiocn or
inveluntary sterilization®

b W1ill any funds be used to
lobby for abortion®

20 Cooperatives (FAA Sec 111)
Will assistance help develop cooperatives,
especilally by techrical assistance, to
assl1st rural and urban poor to help
themselves toward a better life”

22 U.8 =-Owned FPoreign Currencies

a Use of currencies (FAA Secs
612(b), 636(h), FY 1991 Appropriations Act
Secs 507, 509) Describe steps taken to
assure that, to the maximum extent
possible, foreign currencies owned by the
U § are utilized in lieu of dollars to
meet the cost of contractual and other
services

b Release of currencies (FAA
Sez Cl12(d)) Does the U § own excess
foreign currency of the country and, 1f
so, what arrangements have been made for
1ts release?

22 Procurement

a 6mall business (FAA Sec
602(a)) Are there arrangements to permit
U S small business to participate
equitably in the furnishing of commodities
and services financed”

b U.8 procurement (FAA Sec
604 (a)) W1ll all procurement be from the
UL 5 except as otherwise determined by the
President or determined under delegation
from haim?

MNo

N/A

No

Yes

Yes
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c Marine insurance (FAA Sec
604 (d)) If the cooperating country
discriminates agalnst marine lnsurance
companies authorized to do business in the
U S, will commodities be insured in the
United States against marine risk with
such a company”

d Non-U.8 agricultural
procurament (FAA Sec 604(e)) If
non-U S procurement of agricultural
commodity or product thereof 1s to be
f.nanced, 1s there provision against such
procurement when the domestic price of
such commodity 1s less than parity”
(Exception where commodity financed could
not reasonably be procured in U § )

e Construction or engineering
gservices (FAA Sec 604(qg)) Will
construction Or engineering services be
procured from firms of advanced developing
countries which are otherwise elig:ible
under Code 941 and which have attained a
competitive capability in international
markets in one of these areas®” (Exception
for those countries which receive direct
economic assistance under the FAA and
permit United States firms to compete for
construction or engineering services
financed from assistance programs of these
countries )

£ Carge preference shipping
{FAA Sec 603)) Is the shipping excluded
from compliance with the regquirement in
section 901(b) of the Merchant Marine Act
of 1936, as amended, that at least
50 percent of the gross tonnage of
commodities (computed separately feor dry
bulk carriers, dry cargo liners, and
tankers) financed shall be transported on
privately owned U § flag commercial
vessels to the extent such vessels are
available at fair and reasonable rates”

g Technical assistance
(FAA Sec 621(a)) If technical
assistance 1s financed, will such
assistance be furnished by private
enterprise on a contract basis to the
fallest extent practicable® Will the

H/A

N/A

N/A

Yes
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fac.lities and resources of other Federal
agencies be utilized, when they are
part.cularly suitable, not competitive
wilith private enterprise, and made
avarlable without undue 1interference with
domest.c programs”

h U B air carriers
(Internaticnal Air Transportation Fair
Competitive Practices Act, 1974) If a.r
transportation of persons or prooverty 1s
financed on grant basis, will U §
carriers be used to the extent such
service 1s available®

1 Termination for convenience
of U.8 Government (FY 1991 Appropriations
Act Sec 504) If the U § Government 1s
a party to a contract for procurementc,
does the contract contain a provision
authorizing termination of such contract
for the convenience of the United States”

J Consulting services

(Y 1991 Appropriations Act Sec 524) If
assistance 1s for consulting service
through procurement contract pursuant to 5
U 8§ € 3109, are contract expenditures a
matter of public record and available for
public inspection (unless otherwise
provided by law or Executive order)”

K Metric conversion
(Omnibus Trade and Competitiveness Act of
1988, as interpreted by conference report,
amending Metric Conversion Act of 1875
Sec 2, and as implemented through A I D
policy) Does the assistance program use
the metric system of measurement in 1its
procurements, grants, and other
business-related activities, except to the
extent that such use 1i1s impractical eor :s
likely to cause significant inefficiencies
or loss of markets to United States firms”
Are bulk purchases usually tc be made in
metric, and are components, subassemblies,
and semi-fabricated materials to be
specified 1in metric units when
economically available and technically
adegquate® Wi1ll A I D specifications use
metric units of measure £rom the earl:iest
programmatic stages, and from the earliest

Yes

Yes

N/A

Same as (16)

PR AN
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Jdocumentation of the assistance processes
(for example, project papers) involving
quantifiable measurements (length, area,
volume, capacity, mass and weight),
through the implementation stage®

1 Competitive Selection
Procedures (FAA Sec 601(e)) Wi1ll the
assistance utilize competitive selection
procedures for the awarding of contracts,
except where applicable procurement rules
aliow otherwise®

23 Constructaion

a Capital project (FAA Sec
601(d)) If capital (e g , construction)
vroject, w.ll U S engineering and
professional services be used?

b Construction contract (FAA
Sec 611(¢)) 1f contracts for
construct.on are to be financed, will they
be let on a competitive basis to maximum
extent practicable®

c Large projects,
Congressional approval (FAA Sec 620(k))
If for construction of productive
enterprise, wlll aggregate value of
assistance to be furnished by the U S not
evceed $100 million (except for productive
enterprises 1n Egypt that were described
in the Congressional Presentation), or
does assistance have the exapress approval
of Congress”

24 U.8 Audit Rights (FAA Sec
301(d)) If fund 1s established solely by
U S contraibuticns and administered by an
internatiocnal organization, does
Comptroller General have audit rights?

25 Conxnunist Assistance (FAA Sec
€20 (h) Do arrangements exist to insure
that United States foreign aid 1s not used
in a manner whilch, contrary to the best
interests of the United States, promotes
or asslists the foreign aid projects or
activities of the Communist-bloc
countries”

Yes

N/A

N/A

N/A

N/A

Yes

U
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26 Narcotics

a Cashk reimbursaments (FAA
Sec 483) W1ll arrangements preclude use
of financing to make reimbursements, 1n
the form of cash payments, to persons
whose 1llicit drug crops are eradicated”

b Assistance to narcotics
traffickers (FAA Sec 487) Will
arrangements take "all reasonable steos"
to preclude use of financing to or through
individuals or entities whlch we know or
have reason to believe have elther (1)
been convicted ¢f a viclation of any law
or regulation of the United States or a
foreign country relating to narcotics (or
other controlled substances), or (2) been
an 1llicit trafficker in, or otherwise
involved .n the 1llicit trafficking of,
any such controlled substance?

27 Expropriation and Land Reform
(TAR Sec 620(g)) W1ill assistance
preclude use of financ.ng to compensate
owners for expropriated or nationalized
property, except to compensate foreign
nationals 1n accordance with a land reform
program certified by the President®

28 Police and Prisons (FAA Sec
660) W1ill assistance preclude use of
f.inanc.ing to provide training, advice, or
any financial support for police, prisons,
or other law enforcement forces, except
for narcotics programs”

29 CIA Activities (FAA Sec 662)
W1ll assistance preclude use of financing
for CIA activities®

30 Motor Velhicles (FAA Sec.
636(1)) Wi1ll assistance preclude use of
financing for purchase, sale, long-term
lease, exchange or guaranty of the sale of
motor vehicles manufactured outside U S ,
unless a waiver 1s obtained”

Yes

Yes

Yes

Yes

Yes

Yes
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31 Military Personnel (FY 1991
Ap~ropriations Act Sec 503) Will
assistance preclude use of financing to
pay pensions, annulties, retirement pay,
cr adjusted service compensation for prior
Or current military personnel®

32 Payment of U N Assessments (FY
1991 Appropriations Act Sec 505) will
assistance preclude use of financing to
pay U N assessments, arrearages or dues”

33 Multilateral Crganization
Lending (FY 1991 Appropriations AcCt Sec
506) Wi1ll assistance preclude use of
f.nanc.ng to carry out provisions of FAA
section 209(d) (transfer of FAA funds to
mult.lateral organizations for lending)’

34 Export of Nuclear Resources (FY
1991 appropriations Act Sec 510) will
assistance preclude use of financing to
finance the export of nuclear eguipment,
fuel, or technology”®

35 Repression of Population (FY
1591 Appropriations Act Sec S511) wWill
assistance preclude use ¢f financing for
the purpose of aiding the efforts of the
government of such country to repress the
legitimate rights of the population of
such country contrary to the Universal
veCiarat.on of Human Rights®

36 Publicity or Propoganda (FY 1991
Appropriations Act Sec 516) Will
assistance be used for publicity or
propaganda purposes designed to support or
aefeat legislation pending before
Congress, to influence in any way the
outcome of a political election in the
United States, or for any publiacity or
propaganda purposes not authorized by
Congress”

Yes

Yes

Yes

Yes

Yes
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37 Marine Insurance (FY 1951
Appropriations Act Sec 563) Will any
A I D contract and solicitation, and
subcontract entered into under such
contract, include a clause requiring that
U S marine i1nsurance companies have a
fair opportunity to bid for marine
insurance when such i1nsurance 1s necessary
or appropriate?

38 Exchange for Prohibited Act (FY
1991 Approprlations Act Sec 569) Will
any assistance be provided to any foreign
government (including any instrumentality
or agency thereof), foreign persocn, or
United States person in exchange for that
foreign government or person undertaking
any action which 1s, 1f carried out by the
United States Government, a United States
official or employee, expressly prohibited
by a provision of United States law?

CRITERIA APPLICABLE TO DEVELOPMENT
ASSISTANCE ONLY

1 Agricultural Exports (Bumpers
Amendment) (FY 1591 Appropriations Act
Sec 521(b), as interpreted by conference
report for original enactment) It
assistance 1s for agricultural development
act_vities (specifically, any testing or
breeding feasibility study, variety
improvement or introduction, consultancy,
publication, conference, or training), are
such activities (1) specifically and
principally designed to increase
agricultural exports by the host country
to a country other than the United States,
where the export would lead to direct
competition in that third country with
exports of a similar commodity grown or
produced i1n the United States, and can the
activities reasonably be expected to cause
substantial 1njury to U § exporters of a
similar agricultural commodity, or (2) in
support of research that 1s intended
primarily to benefit U § producers”

Yes

N/A

-
235
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2 Tied A3d4 Credits (FY 1951
Avpropriations Act, Title II, under
neading "Economic Support Fund")
funds be used for tied aid credits”

Will DA

- Appropriate Technology (FAA Sec
107) Is special emphasis placed on use
of appropriate techneleogy (defined as
relatively smaller, cost-saving,
labor~using technologies that are
generally most approprlate for the small
farms, small businesses, and small incomes
of the poor)”?

4 Indigenous Needs and Resources
(FAA Sec 281(b)) Describe extent to
which the activity recognizes the
particular needs, desires, and capacities
of the people of the country, utilizes the
country's .ntellectual resources to
encolrage lnstituticnal development, and
supports civic education and training in
skills reguired for effective
participation in governmental and
political processes essential to
self-government

5 Economic Development (FAA Sec
101(a)) Does the activity give
reasonable promise of contributing toc the
development of economic resocurces, or to
the 1ncrease of productive capacities and
self-sustaining economic growth?

6 SEpecial Development Emphases (FAA
Secs 102(b), 113, 281l(a)) Describe
extent to which activity will (a)
effectively 1involve the poor in
development by extending access to economy
at local level, 1increasing labor-intensive
production and the use of appropriate
techneology, dispersing investment from
clties to small towns and rural areas, and
insuring wide participation of the peor in
the benefits of development on a susta.ned
bas.s, us.ng approprilate U §

institutions, (b) encourage democratic
Private and local governmental
~I’stitutions, (c) support the self-help

efforts of developing countr.es, (d4)
pPromote the participat.on of women 1n the
national economies of developing countries

N/A

Small businesses will receive
technical guidance in
production technology which
will emphasize cost-effect.ve
metheods

Project will develop local
institution to provide
sustainable training,
technical assistance and
credit to small and micro
businesses

Same as (4) above

{a) Project will develop a
local instaitution to orovide
services and credit to small
Swazl businesses which 1s
expected to broaden partici-
pation of Swazl citizens in
business in Swaziland

(b & c) Project wall
strengthen business
asscciations to enable them <
provide services to their
members and engage in oolic
diralogue with Government on
1ssues related to small
business growth

(d) Project will provaide
credit, technical assistance
ard trairming to wamen
entrepreneurs
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and the 1improvement of women's status, and
\€) uzilize and encourage regional
cooperation by developlng countries

7 Recipient Country Contribution
(FAA Secs 110, 124(d)) Wi1ll the
recipient country provide at least 25
percent of the costs of the program,
project, or activity with respect to which
the assistance 15 to be furnished (or 1is
the latter cost-sharing requirement being
waived for a "relatively least developed"
country)”

8 Benefit to Poor Majority (FAA
Sec 128(Db)) If the activity attempts to
increase the institutional capabil.ties of
Frivate organ.zations or the government of
the cour<ry, or 1f it attempts to
stiralate scientific and technological
research, has 1t been designed and will 1t
be monitored to ensure that the ultimate
beneficiaries are the poor majority”

) Abortions (FAA Sec 104(f), FY
1991 Appropriations Act, Title II, under
heading "Population, DA," and Sec 535)

a Are any of the funds to be

used for the performance of abortions as a

method of family planning or to motivate
Or coerce any person to practice

-

-

b Are any cf the funds to be
used to pay for the performance of
involuntary sterilization as a method of
family planning or to coerce or providse
any financial incentive to any person to
undergo sterilizations®

c Are any of the funds to be
made available to any organization or
procram which, as determined by the
President,
managenent of a program cof coercive
abortion or inveluntary sterilization®

supports or partic.pates in the

(e) Pro-ect w_.l »orov.ce
technical assistarce ard
resources to Mvaticnal aaviscr
Courcil, an gwrella bus.ress
crganization which 1s expected ¢
affiliate with other Scuthern
African country business
organizaticrs

N/A

In that the project will provide
assistance to small businesses,
1t 1s anticipated that benefits
will be spread to the poor
majority through increased
employment opportunities

2 %]
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d Wi1ill funds be made available
orly to voluntary family planning projects
which offer, either directly or through
referral to, or information about access
to, a broad range of family planning
methods and services”

e In awarding grants for
natural family planning, w.ll any
avplicant be discraiminated against because
of such applicant's religilous or
conscientious commitment to offer only
natural family planning”

£ Are any of the funds to be
used to pay for any biomedical research
which relates, in whole or in part, to
nethods of, or the performance of,
abort.ons or inveoluntary sterilization as
a means of family planning?

g Are any of the funds to be
made available to any organization 1f the
President certifies that the use of these
funds by such organization would viclate
any ¢of the above provisions related to
abortions and inveluntary sterilization®

10 Contract awards (FAA Sec
601(e)) W1ll the project ut.lize
ccmpetitive selection procedures for the
awarding of contracts, except where
applicable procurement rules allow
otherwise®

11 Disadvantaged BEnterpraises (FY
1951 Appropriations Act Sec 567) What
portion of the funds will be available
only for activitiles of economically and
socially disadvantaged enterprises,
historically black colleges and
universities, colleges and universities
having a student body in which meore than
40 percent of the students are Hispanic
Americans, and private and veluntary
organlzations which are controlled by
individuals who are black Americans,
Hispanlc Americans, or Native Americans,
or who are econcomically or socially
disadvantaged (including women)>

No

No

No

o

Yes

Not less than 10% of the value
of the prime contractor's
cost proposal will be set aside
for subcontracting with a
disadvantaged enterprise

)7
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12 Biological Diversity (FAA Sec
119(g) Will the assistance (a) support
tra.n.ng and education efforts which
improve the capacity of recipient
countries to prevent loss of biological
divers.t;, (b) be provided uncer a
long-term agreement 1n which the recipient
country agrees to protect ecosystems or
other wildlife habitats, (c) support
efforts to i1dentify and survey ecosystems
in recipient countries worthy of
protection, or (d) by any direct or
indirect means significantly degrade
national parks or similar protected areas
or introduce exotic plants or animals into
such areas”®

-2 Tropical Forests (FAA Sec 118,
981 Appropriations Act Sec 333 (c)-(e)
)

FY

1
(g

o]

a A I D Regulation 16 Does
the assistance comply with the
environmental proceaures set forth 1in
A2 I D Regulation 16>

b Conservation Does the
assistance place a high priority on
conservation and sustainable management of
tropical forests® Specifically, does the
assilistance, to the fullest extent

feasible (1) stress the irportance of
conservirg and sustainably managing forest
resources, {(2) support activities which

cffer employment and income alternatives
te those wno otherwise would cause
destruction and loss of forests, and help
countries 1i1dentify and implement
alternatives to colonizing forested areas,
(3) support training programs, educational
efforts, and the establishment or
strengthening of institutions to improve
forest management, (4) help end
destructive slash-and-burn agriculture by
supporting stabie and productive farzing
Fractices, (5) help conserve forests
which have not yet been degraded by
helping to increase production on lands
already cleared or degraded, (6) conserve
forested watersheas and rehabilitate those
wh.ch have been deforested, (7) supporst
training, research, and other actions

o

Yes

N/A

237
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which lead to sustainable and more
envirsnmentally sound practices for timber
harvesting, removal, and processing, (8)
support research to expand Knowledge of
tropilcal forests and identify alternatives
which will prevent forest destruction,
loss, or degradatiocn, (9) conserve
pilclogical diversity in forest areas by
supporting efforts to identify, establish,
and maintain a representative network of
protected tropical forest ecosystems on a
wcorldwide basis, by making the
establishment of protected areas a
condition of support for activities
involv.ng forest clearance or degradation,
and by helping to identify tropical forest
ecosystems and species 1n need of
prctection and establish and maintain
appropr.ate protected areas, (10) seek to
increase the awareness of U S Government
agencies and other donors of the 1mmediate
and long-term value of tropical forests,
(11) utilize the resources and abilities
of all relevant U S government agencies,
(12) be based upon careful analysis of the
alternatives available to achieve the best
sustainarle use of the land, and (13)
take full accocunt of the environmental
impacts c¢f the proposed activities on
biological diversity?

c Forest degradatio™ Will
assistance be used for (1) the
procurement or use of logging egqulipment,
unless an environmental assessment
indicates that all timber harvesting
operations involved will be conducted in
an environmentally sound manner and that
the proposed activity will produce
positive economic benefits and sustainable
forest management systems, (2) actions
which will significantly degrade national
parks or samilar protected areas which
contain tropical forests, or introduce
exctic plants or animals into such areas,
(3) activ.ties which would result in the
conversion of forest lands teo the rearing
of livestocgk, (4) the construction,
upgrading, or maintenance of roads
(including temporary haul roads for
logg.ng or cther erytract.ve 1ndustries)
which pass through relatively unaergraded

N/A
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forest lands, (5) the ceclonization of
forest lands, or (6) the construction of
dams or o%ther water control structures
which flood relatively undergraded forest
lands, unless with respect to each such
activity an environmental assessment
indicates that the activity will
contribute significantly and directly to
improving the livelihood of the rural poor
and will be conducted 1n an
environmentally sound manner which
supports sustainable development®

d Sustainable forestry If
assistance relates to tropical forests, N/A
w1ll project assist countries 1n
developing a systematic analysis of the
appropriate use @of their total tropical
forest resources, with the goal of
developing a national program for
sastainable fcrestry®

e Environmental aimpact
statements Will funds be made available
1n accordance with provisions of FAA N/A
Section 117(c) and applicable A I D
regulations reguiring an environmental
impact statement for activities
significantly affecting the environment”

14 Energy (FY 1991 Appropriations
Act Sec 533(c)) If assistance relates
to emcrgy, willl such assistance focus on
(a) end-use energy efficiency, least-cost
energy planning, and renewable energy
resources, and (b) the key countries where
assistance would have the greatest impact
on reduc.ng emissions from greenhouse
gases”

N/A

15 sub-Saharan Africa Assistance a, b, ¢, d, e same as
(FY 1991 Appropriations Act Sec 562, (6) above
adding a new FAA chapter 10 (FAA Sec
496)) If assistance will come from the
Sub=-Saharan Africa DA account, 1s 1t (a)
to be used to help the poor majority 1in
Sub-Saharan Africa through a process of
long-term development and economic ¢rowth
that 1s eguitable, participatory,
environmentally sustainable, and
self-reliant, (b) to be used to promote
sustained economic growth, encourage
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Frivate sector development, promote
~ndividual 1nitiatives, and help to
reduce the role of central
governments 1n areas more appropriate
for thne pr.vate sector, (c) to be
provided in a manner that takes 1into
account, daring the planning process,
the local=-level perspectives of the
rural and urban peoor, including
women, through close consultation
with African, United States and other
PVOs that have demonstrated
effectiveness 1n the promotion of
local grassroots activities on behalf
of long-term development in
Sup-Saharan Africa, (d) to be
implemented 1n a manner that reguires
.ocal people, including women, to be
ciosely consulted and involved, if
tne assistance has a local focus,

(e) being used primarily to promote
reform of critical sectoral economic
policles, or to support the critical
sector priorities of agricultural
production and natural resources,
health, voluntary family planning
services, education, and income
generating opportunities, and (f) to
be provided in a manner that, 1if
policy reforms are to be effected,
contains provisions to protect
vulnerable groups and the env.ronment
Irom posslibile negative conseguences
of the reforms”

16 Debt-for-Nature Exchange (FAA

Sec 463) If project will finance a
aebt-for-nature exchange, describe how the
exchange wi1ill support protection of (a)

the world's oceans and atmosphere, (b)
animal and plant species, and (c) parks
and reserves, or describe how the exchange
wlll promeote {d) natural resource
management, {e) local conservation
programs, (f) conservation training
programs, (g) public commitment to
conservation, (h) land and ecosystem
management, and (1) regenerative
approaches 1n farming, forestry, fishing,
and watershed management

f Project will praote
policy dialogue between the
Swazi Goverrment, large
businesses and small businesses
relating to resolving
constraints on small business
growth

N/A
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17 Decobligation/Reobligation
(FY 1991 Appropriations Act Sec 515) Is
aeob/reob authority 1s sought to be
exercised 1n the provision of DA
assistance, are the funds being obligated
for the same general purpose, and for
countrilies within the same region as
originally obligated, and have the House
and Senate Appropriations Committees been
properly notified?

18 Loans

a Repayment capacity (FAA Sec
122(b)) Information anéd conclusion on
capacity of the country to repay the loan
at a reascnable rate of interest

b Long-range plans (FAA Sec
122(b)) Does the activity give
reasonable promise of assisting long-range
plans and programs designed to develop
economic resources and increase productive
capacities”®

c Interest rate (FAA Sec
122(b)) If aevelopment locan 1s repayable
.n dollars, 1s i1nterest rate at least 2
percent per annum during a grace peraod
which 1s not to exceed ten years, and at
least 3 percent pa2r annum thereafter”

d Exports to United States
(FAA Sec 620(4)) If assistance 1s for
any productive enterprise which will
compete with U S enterprises, 1s there an
agreement by the recipient country to
prevent export to the U S of more than 20
percent of the enterprise's annual
production during the life of the loan, or
has the requirement to enter into such an
agreement been waived by the President
because of a national security 1nterest”

is Development Objectives (FAA
Secs 102(a), 111, 113, 281i(a)) Extent
to which activaty will (1) effectively
involve the poor 1in development, by
expandlng access to economy at local
level, 1ncreasing labor-intensive
production and the use of appropr.ate
technology, spreading investment out from

N/Aa

N/A

Same as (6) above

24>
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t.t1es to small towns and rural areas, and
~nsuring wide participation of the poor in
the benefits of development on a sustained
basis, using the appropriate U S
snst.tutions, (2) help develop
cooperat.ves, especially by technical
ascistance, to assist rural and urban poor
to nelp themselves toward better life, and
otherwise encourage democratic private and
local governmental institutions, (3)
supwort the self-help efforts of
ceveloping countries, (4) promote the
varticipation of women in the national
economies of developing countries and the
improvement of women's status, and (5)
utilize and encourage regional cooperation
by aeveloping countries®

20 Agriculture, Rural Development
and Nuir.tion, and Agricultural Research
(FAA Secs 103 and 1033)

a Rural pcor and small
farmers If assistance 1s being maae
avallaktle for agriculture, rural
cevelopment or nutrition, describe extent
to which activaty is specifically designed
To 1ncrease productivity and income of
rural poor, or if assistance 1s being
made available for agricultural research,
has Aaccount been taxken of the needs of
small farmers, and extensive use of field
testing to adapt basic research to local
cond.trons shall be maae

b Nutritien Describe extent
to which assistance is used in
coordination with efforts carried out
under FAA Section 104 (Population and
health, to help improve nutrition of the
people of developing countries through
encouragement of increased production of
crops w.th greater nutritional value,
improvement of planning, research, and
education with respect to nutrition,
part.cularly with reference to 1mprovement
and expanded use of indigenously produced
foodstuffs, and the undertaking of pilot
or demonstration programs explicitly
address.ng the problem of malnutrition of
pocr and vulnerab.e pecple

N/A

N/A
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c Yood security Describe
extent to which activity 1ncreases
national food security by improving food
policies and management and by
strengthening national focd reserves, with
particular concern for the needs of the
poor, through measures encouraging
domestic production, building national
food reserves, expanding available storage
fac.lities, reducing post harvest food
losses, and improving food distribution

21 Population and Health (FAA Secs
104 (b) and (c)) If assistance 1s being
made avallable for population or health
activ.ties, describe extent to which
activity emphasizes low=-cost, integrated
ae.1very systems for health, nutr.tion and
family planning for the pocrest people,
wlith particular attention to the needs of
rcthers and young children, using
paramedical and auxiliary medical
personnel, clinics and health posts,
commercial distribution systems, and other
modes of community outreach

22 Education and Euman Resources
Development (FAA Sec 105) If assistance
1s being made available for education,
public administration, or human resource
development, describe (a) extent to which
activity strengthens nonformal education,
wancsa> [crmal education more relevant,
especially for rural families and urban
poor, and strengthens management
capability of institutions enabling the
poor to participate 1n development, and
(b) extent to which assistance provides
aavanced education and training of pecop.e
of developing countries in such
disciplines as are required for planning
and implementation of public and private
development activities

23 Energy, Pravate Voluntary
Orgarnizations, and Selected Development
Activities (FAA Sec 106) If assistance
1s being made available for energy,
private voluntary organizations, and
selected development problems, describe
extent to which activity 1is

N/A

N/A

Project will institutionalize
a private Trust to provide
training, technical assistanc
and credit to small
businesses

N/A

Y
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a concerned with data
collection and analysis, the training of
skilled personnel, research on and
development of suitable energy sources,
and piiot projects to test new methods of
energy production, and facilitative of
research con and development and use of
small-scale, decentralized, renewable
energy sources for rural areas,
enphasizing development of energy
resources which are environmentally
acceptable and require minimum capital
investment,

b concerned with technical
cocoeration and development, especially
wltn L S praivate and veluntary, or
regional and international developmert,
organizations,

c research into, and
evaluaticn of, economic development
processes and technigues,

d reconstruction after natural
or marmade disaster and programs of
dlisaster preparedness,

e for special development
problems, and to enable proper utilization
of 1ifrastructure and related projects
funcded with earlisr U S assistance,

£ for urban develcopment,
especially small, labor-intensive
enterprises, marketing systems for small
producers, and financial or other
institutions to help urban poor
participate 1n economic and social
development

%@@



