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In the event that USAID/SA deems it necessary to
incorporate conditions precedent to disbursement in
individual grant or cooperative agreements, this will -
be done. The Mission may include such conditions at
its discretion, without amendment to the Project
Authorization.

III. RECOMMENDATION

It is recommended that, pursuant to your authority under
DOA 551, section 4,.you approve the subject PP by signing
below and authorize the Project at an LOP funding level of
$19.5 million by signing the attached Project Authorization
Document. (Tab A). Should you grant such approval, please
sign the attached Project Data Sheet as well. (Tah,B).

Disapprove:

Timothy J. Bork, Mission Director

Date . v 9;/;25?/4F-7

Tabs: (A) Project Authorization Document
(B) Facesheet : - :
(C)  AID/W approval cable, and summary of issues
raised and Mission response B
(D) FCS and embassy written comments
(E) Final draft of PP

Clearances

X

RLA , D. Keene

PROG, C. Pascual (draft)
CONT, R. Solloway (draft)
RCO , D. Lake (draft)

PDO/WID, Aileen Marshall (draft)

DRAFTED, C. Merkling, PDO



PROJECT ‘AUTHORIZATION..

Name of Country: South Af{icé |
Name of Project: Black Private Enterprise Development’
Number of Project: 674-0303

1,

(%)

Pursuant to Section 535 of the Foreign Assistance act of 1961,
as amended, I hereby authorize the Blark Private Enterprise
Development Project in the Republic of South Africa involving
planned obligations of not to exceed $19,500,000 in grant funds
over a five-vear period from date of authorization subject to
the availabilicy 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. The planned life of the
Project is seven years from the date of initial oblication.

Project will contribute to the gozl of providing the

tuni South African blacks to participate equitably in
an economy as owners, managers or emplovees in
ises. The project consists of three separate bu:c
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ated components under which direct assistance will be
vided to South African NGO's to (1) s:trencchen their
tutional capacity to use legal and advocacy :echnicgues to
theid policies and discriminatory laws, regulacions,
ttizudes; (2) increase crportunities for slack
, Skilled employmen: &né econcmic advancemen: in
i-scale enterpri and (3) expand the &bilicy of
e ané invest cé&p '
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The Project also will include 2 separate Project Guidance ang
Cooréination component uvnder wnich technical services and
traininc will be provided to assist in the monitering and
inglementation of the >rojecs.

The crant agreements, cooperative agreements or contraczs which
may be necotiated ané executed by the officers o whom Such
acthority is celecated in accordance with A.I.D. reculazions and -
Delegetions of auchority shall be sutjecs to che following
essentizl terms and covenants and major conéitions, togecher

with such cther :ferms and condizions as A.I.D. may deem
appropriace,



5.

Clearances

<2

Source and Origin of Commodities, Nationality of

Services,

commodities financed by A.I.D. under the project
shall have their source and origin in the Republic
of South Africa or in the United States, except as
A.I.D. may otherwise agree in writing. Except for
ocean shipping, the suppliers of commodities or
services shall have the Republic of South Africa or
the United States as their 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.I.D. may otherwise agree in
writing, be financed only on flag vessels of the
United States.

In the event that USAID/South Africa deems it necessary to
incorporate conditions precedent to disbursement or
covenants in individual grant or cooperative agreements
with south African NGO's, it may do so without amendment to
this authorization.

Mission Director,
USAID/South Africa

SPDO, M. Johnson (draft)
PROG, C. Pascual (draft)

PDO,

‘CONT, R. Solloway (draft)
C. Merkling (draft)

DRAFTED: RLA, D. Keene; 06/30/87 ;Izéf:



'ACTION MEMORANDUH

' TO { TIMOTHY J. BORK,-MISHION DIRECTOR

FROM: ‘MARK’R 30

SUBJECT: SOuth Afrlcan Black Private Enterprise Development
(674-0303); Prdject Paper Approval and Project
Authorization.

I. PROBLEM

Pursuant to the authority delegated to you under A;rlce":'
Bureau Delegation of Authority no. 551 (DOA 551), sectlon
4, you are herehy requested to: ‘ S -

(1) approve the Project Paper (PP) for the subjeét Projeetff and.

(2) authorize the subject Project at an estimated life of
roject level of $19.5 million. It is anticipated that all
§l9 5 million will be funded out of the Economic Support
Fund (ESF) account.

The PP has received PID-level clearance in AID/W, subject
to guidance which has been incorporated into the final
draft (State 188747; Tab C). A copy of the final PP draft,
as well as the Project Authorization Document, is appended
to this memorandum. (Tabs E and A, respectively).

II, DISCUSSION

A, Background.

South Africa is a deeply divided society wracked by
increasing instability, polarization and violence arising
from opposition to apartheid, the system of racial
separation enforced by South African law. Apartheid laws,
regulations, practices and attitudes severely suppress the
political, civil, social and economic rights and
opportunities of South African blacks.*

It is U.S. policy, expressed by the President's flve-vear
assistance strategy for South Africa, the President's
September 1985 Executive Order on South Africa, the
Comprehensive Anti-Apartheid Act of 1986 (CAAA), and other
policy instruments, to help bring about both an end to
apartheid and the establishment of a nonracial, democratic
form of government in South Africa. Consistent with this,
the major goals of the A.I.D. assistance program are to
assist the victims of apartheid laws, reduce injustice,
support human rights and the development of democratic
institutions, and promote the development of black leaders.
Both the CAAA and Executive directives recognize the major
role black private enterprise development can play in the
ongoing process of change leading to a post-apartheid South
African society.

* In this memo, the term "blacks" encompasses Indians,
so called "coloureds", and Africans - all of whom are
legally disadvantaged by apartheid laws, and all 07(
whom are targets of assistance under the Project.
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Institutional Development and advocacy; Micro and Small
Enterprise Development; and Participation in the Primary
Economy. The choice of these areas, which are described
more fully below, has been based on extensive and wide-
ranging consultations with the black community in general
and black businesspersons in particular, as well as a
comprehensive assessment of the South African economy. The
latter survey contained detailed analyses of: the history
and impact of apartheid laws and regulations in South
Africa; racially discriminatory business practices not
based on law; control of resources and capital flows; and
black businesspersons' perceptions ¢f the major constraints
to entry at all levels of the economy. The evaluation of
black business attitudes consisted of both extensive
interviews with black business leaders and a survey of 300
randomly selected black -entrepreneurs £from all parts of
South Africa. Funds are budgeted in the PP for ongoing
assessments of the private sector to enstre that the areas
of focus remain relevant and an effective means of
supporting black private enterprise.

The Institutional Development and Advocacy component will
support black entrepreneurs, businesspersons, and business
organizations in their efforts to develop the networks and
structures necessary to lobby for and promote black
business., These networks and structures will allow placks
to play a leadership role in addressing the constraint upon
equitable black participation in the economy. As suca
networks are strengthened and develop greatsar
information~-gathering and analytical capabilities, they
will be able to communicate effectively with the broader
black community, the white private sector, international
organizations and the SAG.

The Micro and Small Enterprise Development component will
support groups responding to the f£inancial and business
skills needs of both potential and existing informal and
small-scale black entrepreneurs. This support is aimed at
expanding black interaction with free enterprise and the
economic benefits it can bring, at expanding income
generation and employment possibilities, and, ultimately,

at supporting economic and political change in South Africa.

The Participation in the Primary Economy component will
involve assistance to black businesspersons and
organizations to enable them to increase their influence
and decision-making power in the primary economy, and, by
extension, in the political arena. Organizations and
individuals will be helped to overcome complex financial,
skills-related and attitudinal constraints which reduce
black leadership and decision-making in, and limit the
formation and ownership of, medium and large-scale
enterprises. Initially, it is anticipated that U.S.
assistance will principally finance management development
programs ané feasibility studies for specific businesses or
sectors. Later in the Proiect, it is possible that equity
or credit assistance for symbolic ventures may be
warranted, but present constraints on resources will limit
initial USAID/SA support for such activities.
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Grantees will be selected on the basis of specific criteria
detailed in the PP. (See pages 53-55 of Tab E). These
criteria seek to ensure that organizations demonstrate
genuine commitment to black ownership and management, or
decision-making and leadership; have the support of
credible black community and business leaders; provide the
program with a broad geographic base; are technically and
financially sound; and promote equitable black
participation in the economy, thereby promoting an end to
apartheid. The criteria will also ensure adherence to
legislative requirements concerning support for NGO's, U.S.
investment restrictions specified in the CAAA, and A.I.D.
policy on private enterprise.

Based on these criteria, as well as consultation with black
businesspersons and community leaders, five organizatioas
-- the National African Federated Chamber of Commerce and
Industry, the Get Ahead Foundation, the Black Management
Forum, the Association of Black Accountants of South
Africa, and the African Council of Nyangas and Hawkers
Association -- are identified in the PP as potential
recipients of Project support in FY 1987; also unde:
consideration are feasibility studies for an insurance
company and a develooment bank. These institutions are
broadly illustrative of the types of groups and programs to
be assisted over the life of the Project.

DProiject Implementation.

The P? states that USAID/SA will have full management
responsibility for all activities under the Project. A
Project Guicdance and Cocrdination component will provide
support f£or the USAID/SA Project Officer by funding two
long-term personal services contractors, other short-term
consultants, and associated strategic training costs. The
scope of work for these individuals would include helping
adjust the Project plan as necessary, analyzing funéing
ideas and proposals, gathering information, and monitoring
Project implementation. In addition, USAID/SA will have
available IQC-type services for monitoring of grantee
financial and audit-related perZormance, and AID/W TDY
assistance from AFR/PD and AFR/SA for backstopring ongoing
grantee programs and developing new ones. A.I.D.
financial, contracting and legal assistance will be
provided by regional staff from USAID/Swaziland.

Financial Summarv.

Planned n~bligations for the Project will total $19.5
million .'er the five fiscal years 1987 to 1991. To permi:
full implementation of FY 1991 and grior vear obligations,
the Project Assistance Completion Date (PACD) is December
31, 1993, The illustrative summary cost and f£inancial plan
is as follows:
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(Y Obligations, §000's)

Component or 87 88 89 90 - 9L ° TOTAL
Activity o : A : SR

Institutional

Development &
Advocacy

Micro & Small

1,800 1,310 1,210 1,560 - 300 6,180

Enterprise e
Development 1,350 1,450 300 1,500° . 430
Participation | ; -

in Primary ‘ R e T
Economy 350 700 1,500 650 2,500 5,700
Project SR
Guidance & R
Coordination 270 270 270 810" 1,620
Evaluation & _ o B
Audit 20 120 20 210 370
TOTAL 3,500 3,750 4,000 4,000 4,250 19,500
E. Issues Raised bv AID/W & Embassv Reviaw,

The Project was approved at the PID level by AID/W on May
27, 1987 and the Mission notified on June 19, 1987. Nine
substantive issues were rais2d bv AID/W in the
aforementioned cable, none of which reguired substantial
revision of the 2P; all nine have been addressed in the
final draft of the document. A summary of the issues
raised, and the USAID/SA responses, is appended to this

memo.

(Tab C).

Written comments on the PP were also solicited and received
from FCS and the Econ. section of the Embassy. These have
been considered, and have contributed to production of the
final draft of the PP. Copies of written comments received
are appended to this memo. (Tab D).

Qther Actions/Issues.

l.

Environmental review,

A categorical exclusion was approved on June 11, 1987,
for the three Project activity components as described

in the PP (State 188747, paragraph 9). If additional
activities are contemplated, or if any activity

affecting the »hvsical environment is contemplated in

the future, these will be subject to AID/W ,
environmental review. ,,’Y/»

d
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‘Grav Amendment certifications.

Gray Amendment procurement is largely inapplicable ‘
under this Project, as very little U.S. procurement is
anticipated. However, to the extent U.S. goods and
services are required and contracted for under the
Project, USAID/SA will endeavor to maximize the use of
small and disadvantaged U.S. suppliers.

Local-cost financing.

USAID/SA anticipates the vast majority of disbursements:
under the Project to be accomplished through ‘
local~cost financing. The exceptions will arise in
those minimal instances where Project funding supports
the purchase of goods and services from U.S. sources,.
in which case provision will be made for financing in
U.S. dollars. '

Implementation mode.

In general, USAID/SA anticipates utilizing cooperative
agreements, specific support grants, and operational
program grants to oblicate funds and finance Project
activities., For studies and other services provided
bv profit-making firms, contracts will be utilized.
The preferred funding mechanism will be the
cooperative agreement, as it provides recipients wi
maximum protection from fundraising restirictions un
South Africa's Fund Raising Act. (The Act does not
appear to restrict funds received through joint
ventures or contractual arrangements, as opposed to
outricht contributiors or grants). The mix »f fundéing
mechanisms used may be subject to change based on
revised legal opinions and changing legal parameters
in South AZfrica.

h
er

[
[
o

Procurement.

Recipients under the Project will be able to purchase
commodities and services locally, so long as these
commodities/services have their source/origin in South
Africa or are imported shelf items of code 941 origin.
For locally available items having their origin in
code 899 countries (Free World, less host countzy),
shelf item procurement will be available up to
$250,000 for the overall Project. A waiver of the
$250,000 shelf item limit is not being sought at the
present time.

in accordance with the CAAA, all oblicating documents
under the Project will mandate that goods and services
financed by A.I.D. be procured, to the maximum extent
practicable, from black South Africans.
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Grantee and third-vartv contributions.

Because the U.S; assistance program in South Africa

explicitly eschews SAG participation, no host
government contribution to financed activities will
take place. Due to the effects of apartheid, it is
likely in most cases that significant grantee
contributions will not be feasible. Nonetheless,
wherever possible, funding agreements under the
Project will provide for grantee contributicns, on
either a cash or an in-kind basis. Both mid-term and
final Project evaluations will consider the level of
such contributions as one measure of the future
self-sustainability of Project activities.

Conaressional notification.

The CN was sent to Congress on June 19, 1987; iE_ha§ﬂ
not yet cleared.

Compoetition.

By June 25, 1986 delegation of authority from the
AA/AFR, the USAID/SA Mission Director has been
authorized to restrict competition in all A.I.D.
projects, invitations for grants or coopezative
agreements in accordance with the criteria in A.I.D.
Handbook 13, section 1B2C. The main criterzion for
limiting competition will be the Mission's judgement
that the entity is unique or is most appropriate to
undertake the subactivity in question. Where such a

determination .s made, the Director's approval will be

obtained as the grant is approved.

Whenever goods and services are contracted for by
USAID/SA under this Project, formal or informal
competition, as appropriate, will be required by the
Mission in accordance with A.I.D. policy and o
regulations.

Audit/vavment verification procedures.

In conformity with A.I.D. requirements, the Controller
in USAID/Swaziland and/or a local accounting/financial -

firm will conduct a review of the accounting and
financial control systems of prospective grantees.,
Organizations without adegquate procedures and
documentation practices will not be eligibkle for
assistance, or, alternatively, improvements will be
recuired as a condition precedent to funding. In
special cases, USAID/SA may finance the design and
introduction of an acceptable accounting system as a
prerequisite to further funding contazined in the
grant. Funding is provided within the Project budget
to finance regquired financial reviews and audits,

i
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Because of the umbrella nature of the Project, the
Mission is unable at this point to compile accurate
payment verification data for any of the Project
components save that of Project Guidance and
Coordination. Payment verification information for
this component is contained in the PP. As grantee and
program profiles become clearer, and as implementation
and financing methodologies take shape, the Mission
will complete its payment verification reporting
obligations.

Section 611 (a) requirements.

Because this is an umbrella project entailing
assistance to as yet undetermined NGO's, Section 611

(a) of the Foreign Assistance Act of 1961, as amended,

is satisZfied by specifying subproject selection
criteria which will ensure that all 611 (a)
requirements are met before incurring any obligations.
These criteria are detailed in the PP,

CAAA Section 316 pronhibitions.

Section 316 of the CAAA prohibits U.S. Government
"assistance to investment in, or any subsidy for trade
with, South Africa". 1In the absence oI an '

authoritative legal finding to the contrary, it should:

be assumed that section 316 is broad enough to
encompass USAID/SA funding of black business
investment. ©Pending a determination of section 316's
scope by the A.I.D. general counsel's ofifice, Project
actzivities will be earmarked for ESF financing, as a
lecal determination has been made that ZSr funds under
Section 535 of the Foreign Assistance Act of 1961 may
be used to support black enterprise ventures
notwithstanding the strictures of section 316. Should
D.A. funds be used at any point in the future, and
should questionable cases arise with respect to the
applicability of section 316, such cases will be
individually reviewed and analyzed by the Regional
Legal Advisor, who will determine whether the activity
at issue is permissible under the section's terms.

Covenants andé conditions precedent to éisbursement.

Funding agreements under the Project will contain
convenants ensuring, to the extent possible,
competitive purchasing by grantees., Where relevant
and appropriate, funding agreements shall also contain
covenants recuiring grantees to demonstrate how and
whether program activities have fostered employment
generation and/or the role of women in the South

f£rican economy; determinations of relevance and
appropriateness shall be made in consultation with the
USAID/SA Women in Development ofZicer. More detailed
description of Project covenants are contained in the
P2, (See paces 71-72, Tab Z).

|7
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SUMMARY OF ISSUES RAISED BY ECPR
REVIEW, AND USAID/SA RESPONSES

Issue #£1: AID/W recommended that the final PP incorporate a stronger

justification for the proposed $19.5 million LOP funding
level.

The final draft of the PP has been revised to explain that the $19.5
million figure represents USAID/SA's current best estimate of the
amount of money that can be efficiently absorbed by appropriate black
private enterprise development programs over the next five years. The
most important calculation in arriving at the figure was an initial
assessment of what percentage of the $30 million worth of proposais
recejved to date satisfied all applicable Project criteria, with this
proportion then being used as a basis from which to extrapolate a 5
year estimate of fundable proposals and programs. Included in the
amendment was an affirmation of the difficulty of making accurate
long-term projections in the South African context, and of the
possibility of future Project budget amendments or other adjustments
should additional funding be warranted by changes in circumstance.

Also added to the PP, at ECPR's suggestion, have been stronger
justifications for the choice of NAFCOC and Get Ahead as funding
recipients, based on such factors as USAID/SA's past and present
relations with them, their primacy in their respective fields, and
their potential.

(Revisions at pp.4,45,51,54,52,57 of original PP).

IJssue # 2: AID/W noted that the information presented in the PP for

Issue

section 611(a) and payment verification purposes was
scarce. ECPR accepted the position that full 611(a) and
payment verification data could only be submitted at the
proposal review and approval stage, but suggested that, at
least for the Guidance and Coordination component of the
Project, USAID/SA could provide additional information at
this point.

The PP has been amended to include what payment verification data is
available for the Project Guidance and Coordination component, and to
briefly reemphasize the obstacles preventing more comprehensive
disclosure at this preliminary stage. (Note: this issue has been
specifically reviewed by the Controller).

(Revisions at pp. 59,61 of original PP).

3: AID/W noted that the wording of Annex C to the PP would have
to be changed to reflect the current sense that CAAA section
316 may restrict Mission activities in the sphere of black
private investment, and the resultant preference for full
financing through the ESF account.

The RLA has amended Annex C to: (a) affirm that full ESF funding for

the Project will be planned, pending a determination by AID general
counsel of section 316's ambit; and (b) delete existing references to

the Kleinjan memo, and reiterate that should D.A. funds have to be

used, all questionable cases will be subject to individual review by

the RLA to ensure compliance with the law. :X(/ ([{

(Revision at Annex C, pp. 1-2 of original PP).
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Issue #4:  ~  AID/W noted the institutional weakness of prospective

o grantees and stated that in the final PP, USAID/SA should
outline its approach to dealing with these. Specifically,
AID/W was interested in the type and depth of institutional
analyses that would be undertaken for each NGO grant.

.~  The final draft of the PP explains that USAID/SA will conduct

‘ extensive individual analyses of the administrative status and needs
of prospective granteces, with the assistance of local black and U.S.
experts where necessary. An illustrative 1ist of issues to be
examined in such assessments was included, and the reader interested .
in greater elaboration referred to an appended scope of work for the
consultants presently evaluating NAFCOC, BMF, and ABASA. _

(Revision at p. 46 of original PP).

Issue # 5: AID/W queried the magnitude of Project funding tentatively
- earmarked for NAFCOC, referring in doing so to the mid-term
evaluation ‘'of the Entrepreneurial Training for Disadvantaged
South Africans Project. ECPR asked that USAID/SA provide
rationales for planning such a large grant to NAFCOC.

- The final draft of the PP recognizes that questions may be raised
about the magnitude of proposed NAFCOC funding, and acknowledges the
criticisms contained in the mid-term evaluation. It goes on to
provide three main reasons, summarized below, why the Mission believes
anticipated support levels are justifiable:

(1) NAFCOC is the only institution of its kind in South Africa. There
is a need for an umbrella body to provide the sort of research, member
support, and coordinating activities undertaken by NAFCOC, and neither
Get Ahead, BMF, or any other group has the capacity to fulfill this
role across the black private enterprise spectrum. NAFCOC has a
history and a nationwide structure, and has avoided the severest forms
of factionalism.

(b) NAFCOC's potential is substantial. The organization has
significant status at present, tremendous if uneven leadership talent
available to it, and a record of respectable if cautious innovation.
The economic history of the Afrikaners testifies to the potential
potency of mobilizing business and financial 1nst1tut1ons in South
Africa.

(c) NAFCOC's weaknesses are capable of redress. The mid-term
evaluation itself recommended that NAFCOC administration and finance
rank as future funding priorities. Moreover, the organization has
demonstrated a willingness to acknowledge and act on identified -
problem areas. USAID/SA has had extensive discussions with NAFCOC
concerning the latter's shortcomings, culminating in a planning grant
in FY 86 and a current, mutual recognition that further concrete
reforms are necessary. This consensus will be reflected in any NAFCOC
funding agreement under the Project, which will contain specific
measures designed to overcome the organization's institutional
weaknesses.

(Revision at p. 52 of original PP).

5



Lssue”

Issue

“Issue

-3 -

62 AID/W encouraged the M1ssion to require grantee .

- contributions where it could, quantify the amount thereof to:
the extent possible, record the requirement in the grant
agreement, and monitor the contribution during project
implementation.

The PP has been revised to reaffirm that, all other things being
equal, activities with varied sources of support will be preferred in
the proposal selection process to those solely funded by USAID/SA.

The revision stresses that in most cases significant grantee

contributions are not 1ikely to be feasible, but will be provided forig ,3'

to the extent possible. Where politically pract1cable, grantee
contributions will be recorded in the grant agreement.

The revision has also memorialized a related ECPR suggestion that
mid-term and final Project evaluations consider the level of grantee
contributions as one measure of the future self- susta1nab111ty of
Project activities.

(Revision at p. 63 of original PP).

1: AID/W asked the Mission to include in the final PP an
evaluation plan describing evaluation procedures for
measuring the impact of Project act1v1t1es on: (a)
employment generation; and (b) women's participation in
black private enterprise in South Africa.

The Covenants section of the PP has been revised to include the
following language:

" Where appropriate, grant or cooperative agreements concluded under
the Project shall include, in their reporting requirements, provisions
mandating that grantees address: (1) how and to what degree program
activities have fostered women's participation in private enterprise
and the South African economy; (2) how and to what degree program
activities have had an impact on employment generation. The
appropriateness of imposing such requirements in individual cases
shall be primarily determined with reference to the relevance of grant
activities to these two issues, and also to the size and duration of
the grant. Such determinations shall be made in consultation with the
Mission's Women in Development officer. In addition to forming an
integral part of the grant monitoring process, grantee reports will be
addressed and analyzed by USAID/SA in both the mid-term and final
Project evaluations.*

Where relevant, other sections of the PP have been revised to ref1ect
the addition of these requirements.

(Revisions at pp. 37,38,44,63 of original PP).

"8: v AID/N stated that the final PP should describe the steps
o which USAID/SA is undertaking to design implementing
procedures for credit activities, and the parameters which
will govern the development of those procedures.
b
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The final draft of the PP reemphasizes that, due to the complexity of
the issues involved and the fact that the identity of post-FY 87

grantees is unclear, the precise contours of Project credit act1v1t1esp

cannot be fully described at this point. It explains that as credit
program proposals are received, USAID/SA will conduct intensive
assessments of these (with the assistance of local black and U.S.
expertise, as necessary), and will come to decisions concerning the
appropriate content and structure of loan schemes receiving AID

financing. 1In this way, a coherent strategy appropriate to the South' '

African context will emerge through the proposal evaluation and
negotiation process.

The final PP draft also refers to the issues to be addressed in
conducting assessments of lending program proposals. It lists a
number of these (e.g., the self-sustainability of lending activities,
whether working as opposed to investment capital should be provided,
whether the service or manufacturing sectors of the economy should
receive financing, the degree to which repayment plans should follow
the cash flow or business plans of loan recipients, etc.), and directs
the reader requiring greater elaboration to an appended scope of work
for the consultants who will be evaluating Get Ahead and ACNHA.

Other parameters of USAID/SA credit initiatives - such as the
requirement that final beneficiaries of any such schemes borrow at
commercial, market rates - were already explicit in the PP draft
reviewed by ECPR, and have thus not been restated in the above
additions to the document.

(Revisions at pp. 33,37,39,47,48 of original PP).
9: AID/W stated that any Project activity which contemplated

the utilization of AID funds to finance an equity
participation program (other than through loans or subloans)

would have to receive prior review and approval by AID/W on

a case-by-case basis.

The final draft of the PP has been revised to 1ncorporate exp11c1t1y
the above requirement.

(Revisions at pp. 33,37,39.47,48.of original PP).t

10: AID/W noted that a categorical exclusion had been approved
for the three Project activity components described in the
PP, and stated that if additional activities were ’
contemplated, or if any activity affecting the physical
environment were contemplated in the future, these would be
subject to AID/W environmental review.

While USAID/SA concurs fully in AID/W's statement, no revision has
been made to PP as this would appear unnecessary and redundant.

1)
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TO

FROM

SUBJECT:-

OFTIONAL PORM NO. 1§
MAY V903 KDITION
GBA PPMR (st ©OM) Nieite

UNITED STATES GOVERNMENT

Memorandum

MARK JOHNSON / DEVO DATE: MY 21ST,1987:

A pe LY.
A.M. ANDERSSON / U.JOHNSON) F.C.S.

COMMENTS ON U.S. AID DRAFT PROJECT PAPER

F.C.S. Recommends the following:

1. That B.M.F. only be given a $250,000. training program grant. U.S. AID
should he alert to possible criticism of f£financing B.M.F.,realizing the
association of Consumer Behaviour to the B.M.F. group. u.J.

2 The draft and final project paper be considered "Official For Internal Use
Only" and instructions be given to recepients not to release the document in
South  Africa to persons not connected to the U.S.

Mission. AM.A.

3. All wording creating perceptions that U.S. Aid could be funding "Post
-Apartheid" projects and creating the perception of funding the overthrow of
the S.A. Government be removed from this document. u.J.

Buy U.S., Savings Bonds Regularly on ;be"Péj'fobll\f:éb‘;ﬂg.r;l.Pl},'r':‘



10: MARK JOHNSON MAY 19, 1987

FROM: CARLoi3§3;gUAL

SUBJECT: PRIVATE SECTOR PROJECT PAFER

I think the document is both conceptually and analytically sound. I madeia
{ew comments in the margins on a couple of individual points that .may:;notiﬂﬁqj}
factually correct, or which might be -taken as inconsistent with' other -
statements in the PP. Generally, these are fairly minor. ' '

+ would recommend that, in light of recent developments in our relationship
with HKashington, we revice slightly some of the sections which cite the CARAA
as the determinant of U.S. policy to include Administration documents, .
Question #1 in the briefing book lists the relevant documents. I have marked

the relevant passages in the text.

My ouess is that the document will not have too much problem in the AID/W
review.. As Mike Feldstein pointed out, we may have some probles with the
Hill, particularly with the NAFCOC grant, Some of the itssues which may conme
up vie=-a-vis NAFCOC are:

{. Dees it really have the credibility of black businecs people to
merit a t3 million investment overall, and $1.4 million in FY 1GE7?
From what Mike has said, I don't think that the 40% membership figure
which came out of the survey would fly with Wisemzan, He knows enpough
about the orpanization to argue that membership ic more like paving the
necessary fees io join in a professioanl essociation, but that it
doesn't neceesarily imply support.

2. Why <chould we put any more money into NAFCOC? The evaluation of the
Entrepreneurizl Training Froject was nepative and made recommencations
on -how that proeram should be improved. The Germans just put in $i.5
million. If $3 million could noi be put to good use over a number vyears
under Entrepreneurial Training, why should we believe thal the situation
has changed and that both the German money and the new AID money can bte
used effectively?

3. What "are we really buying for §3 million? The PP states that the
main'purpose of the grant is to develop policy analysis capabilities and
te reorcanize the administrative structure, This seems like an awlul
lot for these objectives which Fay have dubious outputs and say result
in only nminor or incrementzl changes in the environment for black
businees,


http:sound.Z1

4, Given the uncertainty of what we're buying‘“aﬁd.‘tﬁé" lingering:
questions about NAFCOC's ability to handle the funds effectively,-

shouldr't we reuire them to make major changes in their administration
before we give them such a sizeable grant? : ;

S, The ¢3 million to NAFCOC under this project, as well as the $3

million under the previous grant will make NAFCOC our largest grantee, :
aside from the bursary progranms. Does this really reflect u.s.
priorities in Sauth Africa? The Administration may think so; we may:

have some difficulty with this on the Hill.

6. A corollary to the above question is what is the opportunity cost of

providing NAFCOC with $1.4 million this fiscal year? In terms of the
number of beneficiaries and U.§. policy objectives, could we invest
these funds more effectively in high school bridging programs, teacher
training, labor programs such as training of laber lawyers, bursaries,
community development, etc.?

7. We have made large grants to other organizatiens (EOC, SAIRR,
Wilgespruit), but these have mainly been conduits for channelling funds
to other beneficiaries, such as scholarship recipients or community
development organizations. Even the GETAHEAD grant would end up being
used to support numerous small businesses around the country. Why
should we invest so much money in a single organization for 1its agwn
purposes? Can the organization even handle such an influx of funds if
the intent is that it should use the money directly?

€. In this light, what 1is the incremental value of our investment?
What would we get for $200,0007 $£500,000? $1,000,000? Can we show that
$1.4 million is really needed to accomplish the stated objectives?

Since Mike will probably be the person defending the project on the Hill, yod
want to draft answers to these questions and telefax them. I would advise
against a cable for obvious reasons. :

2
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PROJECT AUTHORIZATION

Name of country: south Africa - )
Name -of Project: Black Private Etnterprise Development

Number of Project: 674-0303

1.

L
.

Pursuant to Section 535 of the Foreign Assistance Act of 1961,
as amended, I hereby authorize the Black Private Enterprise
Development Project in the Republic of South africa involving
planned obligations of not to exceed $19,500,000 in grant funds
over a five-year period from date of authorization subject to
the availabilizy 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. The planned life of the
Project is seven vears from the date of initial obligation.

[%

This Project will contribuce to the goal of providing the
opportunity for South African blacks to participate eguitably in

the South African economy as owners, managers or emplovees in
private enterprises, The project consists of three separate but
relaced components under wnich direct assiscance will be
provideé to South African NGO's to (1) strengthen thei:

institutional capacity to use legal and advocacy technigues to
1

end apartheid policies ané discriminatory laws, regulations,
tices and at:titudes; (2) increase ccpor:tunities for black

Dractic
entrepreneurship, skilled employment anéd economic aévancement in
micro and smell-scale enterprises, and (3) exgand tne abilis tv of
Dlacks to manage and invest capitzl in primary economic
activities. The Project Paper setzs for:zh several criceria for
selecting crgenications for funéing andé describes several
organizations which are Illuscrative candidezes for suppor:
under tne Preoject. NoO assistance Or support under the Project
shall be provided to orcanizazions Zfinanceé, influenceé or
controlied Dy the SAG, or to political parzies,

The Project also will include a separate Project Guidance and
Cooréination component under whicn technical services and
traininc will be provided to assist in the monito ing and
imslementztion ©f the Preodecs:.

'1

The cran: agreements, cooperative agreemenzs or contraczs which
may be necotiated ané executed by the cfficers to whom Such
uthoriczy is delecated in accordance with A.I.D. reculatzions and
Delecazions cf auctherity shall be subject to the following
essential terms and covenants and meicr conditions, togecher
with such other terms and conéizions as A.I.D. may deem
appronriate.,
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I, SUMMARY' AND RECOMMENDATION

A. FACISHEET (attached)

B. RECAMMENDATION

1

\
Authorization, in an amount not to exceed $ 19.5 million over five

yvears, of a'Project to promote, through peaceful means, an end to
apartheid ajd the emergence of a nonracial and democratic society in
South Afric&. The Project will provide grants to non-governmental
organizatiors (NGO's) to help black South Africans overcome the
political, f?gulatory, economic, technical, social and attitudinal
con traints ihat have stemmed from apartheid and operated to prevent
their equitalile participation in the South African economy as
owners, manaders or employees of private enterprises. $ 3.5 million
is expected t» be obligated in Fy 87.

| .

C. BACKGRJUND

south Africa iﬁ a deeply divided society wracked by increasing
instability, gplarization and violence arising from opposition to
apartheid, the| system of racial separation enforced by South African
law., Apartheid laws, regulations, practices and attitudes severely
suppress the p@litical, civil, social and economic rights and
opportunities «f South African blacks.

It is U.S. polivy, expressed in the Comprehensive Anti-Apartheid Act
of 1986 (CAAA), the President's five-year assistance strateagy for
South Africa, the President's September 1985 Executive Order on
South Africa, ard other policy instruments, to help bring about both
an end to apartheid and the establishment of a nonracial, democratic
form of government in South Africa. Consistent with this, the majer
goals of the A.I.D. assistance program are to assist the victims of
apartheid laws, ﬁeduce injustice, support human rights and the
development of dumocratic institutions, and promote the development
of black leaders. The CAaA recognizes the major role black private
enterprise develi:pment can play in the ongoing process of change
leading to a pos:-apartheid South African society.

South Africa's complex social, political and economic environment
impinges directly on the character and viability of a black private
enterprise develcpment project, Racially discriminatory laws and
regulations have, over generations, allowed whites to dominate South
Africa's economy :nd thereby institutionalize apartheid through
monopolistic control of resources. Such control has limited the
entry of blacks into business, particularly in the industrialized
Sector, and into nanagement positions. It has also led many blacks
to link apartheid with capitalism, even though the intervention of
the south African jovernment (SAG) in the economy for racial
purposes is antithatical to a market enterprise system,

This legacy of "reacial capitalism® will only be overcome throuagh

increased black involvement at all levels of the eccnomy. Those who
have been disadvantaged by current policies and business practices,

{2



must be able to see that private enterprise can offer greater access
to goods, services, employment and an improved standard of living,
Moreover, the impetus for equitable participation in South Africa's
economy must come from existing as well as potential black
entrepreneurs and businesspersons, After generations of
discrimination, reforms and development programs imposed by those
seen as responsible for black oppression will be viewed skeptically
or discredited,

D. PROJECT DESCRIPTION

In response to the environment just described, this project has been
designed as an umbrella program in which grants will be made to
South African NGO's providing assistance to the black private
sector. This approach allows A.I.D. to respond to black initiatives
in the private sector, rather than playing the type of proactive or
prescriptive role in private enterprise development that could be
perceived as interventionist. It provides sufficient flexibility to
respond to opportunities as they arise, a critical attribute in an
unstable and unpredictable environment. It also contributes to the
institutional development of organizations advancing the objectives
of the black community and promoting the eguitable participation of
blacks in all aspects of South African society.

In order to ensure that projects are technically sound and will have
a realistic impact in South Africa's complex economy, USAID/SA has
identified three substantive direct assistance areas under which
proposaiis will be (and already have been) received: Institutional
Development and Advocacy; Micro and Small Private Enterprise
Development; and Participation in the Primary Economy. The choice
of these areas, which are described more fully below, has been based
on an ex:tensive assessment of the South aAfrican economy, including
analyses of: the history and impact of apartheid laws and
regulations in South Africa; racially discriminatory business
practices not based on law; control of resources and capital flows;
and bla'.x business perceptions of the major constraints to entry at
all levels of the economy. The later evaluation consisted of both
extensive interviews with black business leaders and a survey of 300
randomly selected black entrepreneurs from all parts of South
aAfrica. Funds have been budceted in the project for ongoinc
assessments of the private sector to ensure that the areas of focus
remain relevant as an effective means of supporting black privace
enterprise.

The Institutional pevelopment and Advocacy component will support
black entrepreneurs, businesspersons, and business organizations in
their efforts to develop the networks and structures necessary to
lobby for and promote black business. These networks and structures
will allow blacks to play a leadership role in adéressing the
constraints upon eguitable black participation in the economy. As
such networks are s:trengthened and develop greater information-
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gathering and analytical capabilities, they will be able to ,
communicate effectively with the broader black community, the white
private sector, international organizations and the SAG.

The Micro and small Enterprise Dev:lopment component will support
groups responding to the financial and business skills needs of both
potential and existing informal ana small-scale 1/ black
entrepreneurs. This support is aimed at expanding black interaction
with free enterprise and the economic benefits it can bring; at
expanding income generation and employment possibilities; and,
ultimately, at supporting economic and political change in South
Africa.

The Participation in the Primary Economy component will involve
assistance to black businesspersons and organizations to enable them
to increase their influence and decision-making power in the primary
economy, and, by extension, in the political arena. Organizations
and individuals will be helped to overcome complex financial,
skills-related and attitudinal constraints which reduce black
leadership and decision-making in, and limit the formation and
ownership of, medium and large-scale enterprises. Initially, it is
anticipated that U.S. assistance will principally finance management
Gevelopment programs and feasibility studies for specific businesses
or sectors. Later in the Project, it is expected that equity or
credit assistance for symbolic ventures may be warranted, but
present constraints or resources will limit initial USAID/SA support
for such activities.

The criteria for selecting proposals are specified in Section v-c,
Selection Criteria, of the Project Description. These seek to
ensure that organizations financed under the project are black-owned
and managed, or demonstrate genuine commitment to black
participation in decision-making and leadership; have the support of
credible black communicy and business leaders; provide the program
with a broad geographic base; are techniczlly and financially sound;
and promote equitable black participation in the economy, thereby
promoting an end to apartheid. The criteria will also ensure
adherence to legislative requirements concerning support for NGO's,
U.S. investment restrictions specified in the CAaAA, and A.I.D.
policy on private enterprise.

Based on these criteria, as well as consultation with black
businesspersons and community leaders, four organizations -- the
National African Federated chamber of Commerce and Industry
(NAFCOC), the Get ahead Foundation, the Black Management Forum
{BMF), the Association of Black Accountants of South Africa (ABASA),
and the African Council of Nvangas and Hawkers Association !ACNRA)
-- have been identified for pnssible Project supprort in FY 1987;
also under consideration are feasibility studies for an insurance
company and a development bank., These institutions, whose proposals
are summarized in Section IV-D, Types of Grantees and programs, are
broadly illustrative of the types of groups and programs to be
assisted over the life of the Project,
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E. FINANCIAL SUMMARY

Obligations for the Project will total § 19.5 million over the five.
fiscal years 1987 to 1991. The methodology for arriving at this
figure is detailed in Section V, Cost Estimates and Financial Plan. .
To permit full implementation of FY 1991 and prior year obligations,::
the Project Assistance completion Date is December 31, 1993. fThe
summary cost estimate and financial plan is as follows:

(FY Obligations, § 000's)

Component or 87 88 89 90
Activity

Institutional

Development & S
Advocacy 1,750 1,360 1,210

Micro & Small
Enterprise N
Development 1,400 1,400 0 oo

Participation
in Primary )
Economy 350 700

Guidance &
Coordination . 270

Evaluation & ‘ el
pudi B e

TOTAL 3,500 3,750 4,000

F. PROJECT IMPLEMENTATION

USAID/SA w!)l have £ull management responsibility for all activities
under the Project. A Project Guidance and Coordination component,
described in Sectivn, IV-B, Project Components and Inputs, will
provide support for the USAID/SA Project Officer by funding two
long-term personal services contractors (PSC's), other, short-term
consultants, and associated strategic training costs., These
individuals would help adjust the Project plan as necessary, analvze
funding ideas and proposals, gather information, and monitor Project
implementation. 1In addition, USAID/SA will have available IQC-type
services for monitoring of grantee financial and audit-relaced
performance, and AID/W TDY assistance from AF. /PD and LFR/SA for
backstopping ongoing grantee pregrams and developing new ones,
A.I.D. financial, contracting and legal assistance will be provided
by regional staff from USAaID/Swaziland.
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II. PROGRAM OVERVIEW

A. BACKGROUND

Because of the sensitive socio-political environment in South
Africa, it is important to set black private enterprise development
in the context of broader social, political and economic events in
the country. It is also useful to survey the increasing
polarization within the country, and identify those precedents for
democratic and peaceful progress toward reforms that do exist., This
socio-political environment, moreover, is the basis for a project
implementation strategy which is responsive to black initiatives and
which seeks to strengthen black business organizations and networks
to promote equitable black participation in the economy. such
participation is central to promoting both an end to apartheid and a
nonracial democratic society in South Africa.

1, political Crisis

As is well known, South Africa is a deeply divided society wracked
by political crisis. The situation, however, is generally more '
complex than popularly envisioned. The February 10, 1987, south
Africa Advisory Committee Report observed that "The choice is not
between slow peaceful change and quick violent chance, but between a
slow, uneven, sporadically violent evolutionary process and a slow
but much more violent descent into civil war."2/ The Advisory
committee Report drew the lines of conflict in these terms: "It is
a misleading simplification to view the spiraling violence of
1985-86 as a confrontation between committed revolutionaries and a
reactionary white monolith. The roots of the South African conflict
are far deeper and more tangled. At the core of this conflict is a
clash between the legitimate demands for justice and economic
opportunity of a long-disenfranchised black majority and the fears
of the ruling white minority that major concessions could be
suicidal."3/

The disenfranchisement of the black majority results from the racist
underpinnings of South Africa's political system.4/ Under the
separatist system of apartheid enforced in South Africa, membership
in a racial group conclusively determines a person's political,
civil, economic and social rights and liberties. Once classified by
the white SAG as an African, "colored", oz Asian, a person is
automatically relegated by law to an inferior social and political
status, with few of the rights and opportunities accorded whites.
The constitution of the Republic of South africa excludes black
africans entirely from the national government and national
electoral process wnile affording only limited political power to
Asians and coloreds. By differentiating even these limited
political rights according to race, moreover, the SAG has actively
promoted division and discord among the non-white population,
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It is this political system that has produced the dangerous
conditions of increasing instability, polarization, and violence
that today characterize South African society. The volatile
socio-political climate and the denial of rights based on race
gained international recognitiou and condemnation with the Soweto
uprisings of 1976. Protest and violent conflict have recurred with
increased intensity in the 1980's and especially since 1984, when
township rent hikes by SAG-imposed local authoritjes and black
African exclusion from the Tricameral Parliament sparked mass
displays of black opposition., Harsh police action to suppress both
peaceful and violent forms of protect gave rise to further anger and
unrest, In July 1985, the SAG imposed a state of emergency in 36 of
the country's magisterial districts, the first such action since
1960; although lifted in early 1986, emergency measures were
reimposed in June of the same year, this time over the entire
country. Army units were deployed as backup for police in
townships. Thousands of arrests, detenticns, and bannings ensued,
and by January 1987 over 2,200 people had been killed.5/ 1In many
townships government authority collapsed completely in the aftermath
of attacks on black councillors and policemen. Between September
1984 and June 1985 more than 240 black councillors resigned, and all
but three of the town councils became inoperative.

The SAG reacted to these developments with hard-line siege tactics.
It rejected the preliminary negotiating concept for black political
participation developed by the Commonwealth Eminent Persons Group,
and in November 1986 decided not to consider the report of the
President's Council on reform of the Group Areas Act. At the same
time, President Botha demonstrated a willingness to bypass the
legislative branch of government entirely with his 1986 use of the
President's Council to enact security legislation that had been
voted down by the asian and colored houses of parliament. The
hard-line policy was also evident in the mounting campaign of the
SAG to discredit the African National Congress (ANC) and other
potential participants in future negotiations. For example, the SAG
decided in October, 1986, to declare the United Democratic Front
{(oDF) an "affecced" organization, preventing it from receiving
foreign funds. This crackdown on indigenous democratic elements was
dramatically symbolize by the drastic escalation of press
restrictions in December 1986, with members of &the foreign press
expelled from the country and the South african press further
limited in its ability to report government "securicy"™ actions.

The government's increasingly restrictive measures, combined with
the denial of political rights, employment opportunities and egual
education have heightened tensions within the black community,
causing alienation and anger that often results in violence. SAG
policies have effectively outlawed anv other expressions of protest
or frustration, resulting in an implosive situation which
exacerbates existing disparities and tensions and further



complicates an already sensitive political environment. At times, ,
such tensions within the black community have become so preoccupying
that they have detracted from and often overriden attempts at
dialogue and development. Vis-a-vis black businesses, political and
social tensions have created a poor business environment
characterized by, inter alia, property damage and unexpected forced
closings. This issue is discussed more extensively in Section

III-A, Problem, of the text.

2. International Economic Pressures

South Africa's apartheid policies and internal repression have
evoked international condemnation, characterized most strongly by
sanctions imposed by many Western countries. The U.S. sanctions
legislated in the CAAA possibly constitute the strongest direct
actions by a foreign government against South Africa for the purpose
of promoting an end to apartheid and a nonracial, democratic
society., Anti-apartheid pressure groups in the U.S. and elsewhere
have vigorously reinforced legislated sanctions, causing many
companies to disinvest from South Africa although not regquired to do
so by law,

The actual impact of disinvestments has been mixed, depending on the
extent of social and political responsibility which withdrawing
firms have been willing to impose upon themselves. 1In 1986, 49 U.s.
companies, among them General Motors, IBM, Exxon, Honeywell and
Warner Communications, sold or announced they would sell their South
African operations; 40 companies left in 1985, and 7 in 1984, Many
of these withcérawals allowed white South African companies to
further extend their control over the economy at what have been
termed "fire sale" prices., 1In such cases, companies continue
operating as before, generally under white South African ownership
holding licensing agreements with multi-national firms and/or their
foreign subsidaries. Pparts, finance and technolcgy are often
supplied by these arrangements., 1In some cases workers have been
laid off, but unemployment is generally perceived more as a function
of declining consumer demand than of corporate disinvestment,

Some disinvestments have been exemplary of the pressures intended to
be brought against apartheid. In a few cases, black workers have
been included in revamped ownership and management schemes. 1In one
case, that of Union carbide, the South African buyer was required to
establish a trust to reinvest a portion of its profits in the black
community. Most transfers of ownership, however, have not been
implemented quite so responsibly. Indeed, at least in the short
term, the largest beneficiaries of dicinvestment appear to have been
those white-owned businesses that have been able to increase their
existing white South African managemen:t and assets at discount rates,
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Another form of pressure, trade sanctions, have exacted a price,
though at this stage a more financial than political one.

*sanctions busting” has become a common element of south African
business, and one strongly supported by the SAG. Already, over 50
percent of South Africa's trade is reported to go through "back
channels® such as Taiwan, Israel, Singapore and Yugoslavia., This
means a premium on price, but it has not stopped goods from entering
or leaving the country. During Rhodesia's attempts to stave off
black-majority rule, similar tactics were reported to have added 15
percent to the cost of all imports. With the benefit of experience,
south Africans believe they can do it more cheaply.

possibly the strongest form of economic pressure on South Africa may
be the restriction of credit. Since 1985, when Chase Manhattan Bank
called in its loans to South Africa and blocked access to all lines
of credit, South Africa has faced a de facto global credit freeze.
In response, Pretoria initially froze payment on its $ 14 billion
short-term debt. Since then, agreements with creditors have
provided for some repayments -- $ 1.4 billion by June 1990 -- but in
effect, South Africa has been aranted a rescheduling of its debt
that appears to have buttressed the Rand considerably. The
international buovancy of gold has further strengthened the exchange
rate, putting the South African economy on a more stable monetary
footing than appears warranted by its internal political crisis and
increasing government expenditures.

Theoretically international sanctions against South Africa could
benefit black entrepreneurs by creating the following opportunities
previously inaccessible to blacks:

* restrictions on exports to South Africa should create a vacuum
which could be filled through import substitution by black firms;

* corporate disinvestments should create opportunities for black
investment, even if on a minority share basis, in major
industries;

* private investments in black majority-owned firms are exempted
from U.S. investment restrictions. Hence, U.S. businesses which
see potential profits in South Africa have an incentive to
invest in black businesses,

In practice, these benefits would appear not to have materialized.
Goods have been imported through intermediaries. Corporate pullouts
have further entrenched white business domination in the economy.
U.S. companies are making few new investments in Soutch Africa, and
black businesses are not perceived to have entries into promising
fields. 1Indeed, with the current state of political turmoil and
seemingly little effective international economic support, black
businesses may presently face the greatest obstacles they have
encountered to date in caining significant influence in South
Africa's industrialized economy.
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3. Indigenous Movements for Change

Set against this negative backdrop has been the spontaneous
organization of black communities and NGO's seeking to promote
change through peaceful means. Such organizations are establishing
themselves as alternatives to government bodies, particularly the
SAG's local authorities., Their development, moreover, reflects a
consensus among black South Africans that government organizations
will not respond to black priorities, that the government will not
include respected black leaders in designing solutions to community
issues, and that significant economic and social change will require
local private associations of citizens to organize themselves and
collectively act upon their priorities.

Such community-based groups have generally been characterized by
democratic principles, a sharp contrast with the circumscribed role
the SAG has assigned blacks in local and national government.
Before initiating new programs, NGOs have had extensive meetings
with their constituencies, basing resolutions for action on
unanimous consensus. The National Education Crisis committee the
(NECC), for example, emerged from groups of concerned parents in
numerous communities throughout the country. It evolved into a
national organization supported by the votes of students, teachers,
parents, political figures and educationalists., Even now, after the
SAG has detained eight of the nine members of the executive board,
the NECC continues to play a major role in the education debate
through its firmly established grassroots networks.

Labor unions have also proved a major catalyst for social change,
with vastly untapped potential., oOnly in 1981 were black labor
unions allowed to organize. Since then, the Congress of South
African Trade Unions (COSATU) has become the largest federation of
2ll trade unions in South Africa with some 650,000 members. The
Council of Unions of South Africa/Azanian Confederation of Trade
Unions (CUSA/AZACTU), the third largest in south Africa, claims
160,000 members. Independent unions represent an additional 120,000
workers. Collectively or through independent action, unions have
displayed tremendous power in negotiating for higher minimum wages
(e.g. a recent doubling of the minimum wage in one of South Africa's
largest store chains), promoting worker rights (e.g, lobbying for
families to be allowed to join migrant workers), and negotiating
with the SAG on labor issues (e.g. establishing May 1 as a holiday).

Moreover, the SAG's measures to suppress black protest have had a
coalescing effect on many organizations. With many community
leaders detained or forced into hiding, organizations have
recocgnized a need to cocperate more closely, share leadership
skills, reduce adminiscrative costs, and emphasize common interests
rather than political éifferences -- despite tremendous political
tensions in the black community. On the issue of school boycotts,
for example, the UDF, Azanian People's Orcanization (AZAPO), ANC,
Pan African Congress (PAC), major churches and the LECC were able to
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jointly urge students to continue their studies and help avoid a
generation of untrained youth, even if they objected to the
inferiority of black education. Organizations operating in common
fields are seeking to establish financial trusts in order to
facilitate fund raising and minimize duplication of efforts.
Conferences to share both technical information and administrative
experience are becoming more common.

Increasingly, whites are also involved in the process of change,
either out of genuine commitment or a self-interested realization
that the present slow pace of reform will minimize, in the
long-term, the potential for a truly nonracial society. Public
opinion surveys indicate that as many as two-thirds of whites now
view pbwer-sharing with blacks as inevitable. white journalists,
businessmen, religious leaders, academics, and opposition
politicians have called for and engaged in discussions with the
ANC. Numerous white-led and nonracial organizations are working on
development projects intended to benefit the black community,
Whether they are fully embraced in the struagle for change will
depend in large part on whether they allow blacks to assume
decision-making positions, or whether they impose their programs and
agendas -- however laudable -- on the black community,

Many concerned whites have grown sufficiently frustrated with the
lack of change and the SAG's resistive measures to have opted for
emigration. While this may have hurt the progressive forces for
change within South Africa, it has also, ironically, given some
blacks an opportunity for personal advancement. Many whites who
have left the country vacated management positions in South African
companies. Looking to the future, white-owned businesses have
recognized the need to train blacks to £ill technical and managerial
jobs previously held almost exclusively by whites. When a U.S.
contractor on A.I.D.'s external training project surveyed students
in 1986 to determine their ability to find jobs, they found that
"with increasing white emigration, professional jobs are opening for
blacks and (project) alumni are in a position to take advantage of
these opportunities."

4. Time Frame for Change

While some opportunities have availed themselves to blacks in South
Africa's white-dominated economy, most blacks appear resolved that
significant structural change is not immediately forthcoming and
must be black-generated. This has several implications for the
continuing struggle against apartheid.

Firstly there is a need to be practical about recuirements and
strategies for the process of change. 1In all sectors, plans for
black involvement must be carefully defined. People must be trained
to compete effectively with whites. Orcanizations and businesses
will require capital to make inroads into fields controlled by
whites. 7This will be expensive and will require donor support.
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Secondly, selective confrontation of apartheid laws and requlations
is critical in promoting peaceful change. Unchallenged, the
government has been unwilling to change policies significantly.
International pressure, some would say, has had a marginal impact.
Both domestic and international pressures could be much more
significant if cases of confrontation were well-documented,
information were well-distributed, and action were broadly taken by
networks of organizations and pressure groups.

Lastly, the arowing realization that actions against apartheid will
take time -- at least years rather than months -- justifies
long-term investments that previously may not have been considered
politically acceptable. Before the current state of emergency, many
people believed that an end to apartheid was imminent. Long-term
investments were often perceived as detracting resources from
activities that could tip the balance of the strucgle. The present
period of turbulent calm and austerity has vividly demonstrated the
extent of SAG resistance to progressive change. It has also led to
hardened realism about the types of projects which are necessary to
make a difference in South Africa. 1In this light, a black private
enterprise development project is increasingly appropriate and
important,

B. A.I.D. IN SOUTH AFRICA

1. Proaram Objectives and Policies

It is U.S. policy, established by the CAAA, the President's five
year assistance strategy for South Africa, the President's September
1985 Executive Order on South Africa, and other policy instruments,
to help bring about both an end to apartheid and the establishment
of a nonracial, democratic form of government in South africa. 1In
the CAAA, the Congress declared that "the United States policy
toward the victims of apartheid is to use economic, political,
diplomatic and other effective means to achieve the removal of the
root cause of their victimization, which is the apartheid system.
in anticipation of the removal of the system, it is the policy of
the United States to assist these victims of apartheid as
individuals and through organizations to overcome the handicaps
imposed on them by the system of apartheid and to help prepare them
for their richtful roles as full participants in the political,
social, economic, and intellectual life of their country in the
post-apartheid South Africa envisioned by this act [Sec, 103(a)}."

The assistance proagram in South Africa commits the United States
government, through A.I.D., to help in concrete wavs to support
political, social and institutional change. The program focuses on
providing those disadvantaged and oppressed by aparcheid with
resources to implement projects which they and their communizies see
as critical in promoting socizl, political and economic change
throuch nonviolent means. The overall assistance stratecy is guided
by the following coals and objeczives of the A.I.D. mission in South
Riricza:
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to support U.S. policy objectives in South Africa;

to build bridges between the United States and the;legéiij 
disadvantaged; ’

to promote communication and cooperation within and betweeh'thg '
black communities and between black communities and whites in

South Africa;

to support the development of future South African leaders in
the short to medium term through all programs and sectors;

to assist, in the most direct ways feasible, black organizations
and institutions to undertake sound and effective programs and
projects they have identified as priorities;

to promote non-violent political and social change in South
Africa that leads to the end of apartheid and a democratic
political system based on the consent of the governed;

to avoid the pursuit of programs which are solely developmental
in nature and the rightful responsibility of the SAG and that
are financed or controlled by the SAG; and,

to maintain the U.S. Governments's worldwide humanitarian
commitment to assist in meeting the food needs of people at risk
of starvation.

In support of these objectives and the policy guidelines defined in
the CAAA, USAID/SA has developed the following operational criteria
which are applied to all projects and activities., 1In particular,
these criteria are intended to support the processes of community
consultation ané social and political change. Additional criteria
specific to the selection of black private enterprise projects are
provided in Section IV-C, Selection Criteria.

*

Black Priorities - All projects and activities should respond to
priorities as they are perceived and expressed by the black
community and its leaders, Project proposals should specify how
the intended beneficiaries were consulted in designing the
project, and how such input has been incorporated into the
proposed activity. In all cases, USAID/SA consults with
credible black leaders, organizations and technical speciualists
before financing an activity.

Black Participation - All projects and activities should
maximize black participation in policy making, management and
implementation. Due to apartheid, highly gqualified blacks have
often been denied the experience of managing and implementing
their own programs. USAID/SA therefore gives priority to
projects which enhance the development of black leadership
skills and experience through active black participatzion at all
levels,

1.9
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* Community Consultation and Accountability ~ Projects should be -
accountable to beneficiaries during their implementation to
ensure that they remain relevant and maintain community
support. Proposals should demonstrate how projects will solicit
and incorporate community feedback at regnlar intervals,

* community Control - USAID/SA does not fund projects or
organizations which are owned, financed or controlled by the
SAG, or by the governments of the so-called "independent® or
"self-governing” states.

* Political and Social Impact - All activities should contribute
directly or indirectly to dismantling apartheid, to providing
the foundations for nonracial institutions in a post-apartheid
South Africa, and, ultimately, to establishing a nonracial,
democratic society. Since numerous groups sponsor activities
that could benefit disadvantaged individuals, priority is given
to those projects which promote social and political change,

In summary, the South Afrizan A.I.D. program is considerably
different from A.I.D. programs elsewhere in the world. Its major
goals are to assist the victims of apartheid laws, reduce injustice,
support human rights and the development of democratic insticutions,
and assist in the development of black leaders. The A.I.D. program
supports the ongoing process of socio-political change in South
Africa, preparing for a post-apartheid society.

2. Private Sector Strateay

U.S. policy towards South Africa recognizes that following a
transformation of the apartheid political and social system, the
country will still be faced with the economic problems of creating
employment for a growing population, creating new wealth to overcome
poverty and inequality, and shaping an economic system that is
compatible with broad democratic ideals. 1In a March 26, 1987
address to the Cape Town and Western Cape Chambers of Commerce, the
U.S. ambassador to South Africa, Mr. Edward Perkins, stated that "We
have found through bitter experience that freedom is indivisible,
that economic and political freedom reinforce each other and that
you cannot suppress one without endangering the other,*

The U.S. Congress expressed its concern for expanding black
participation in the South African economy in the CAAA, declaring
that "...the denial under the apartheid laws of South Africa of the
rights of South 2frican blacks and other nonwhites to have the
opportunity to participate ecuitably in the South African econony as
managers or owners of, or profecsionals in, business enterprises,
and ... the policy of confining South aAfrican black and other
nonwhites to the status of employees in minority- dominated
businesses, is an affront to the values of a free society.” The
"tngress urged "... the United States Government to accist in all

. Tropriate ways the realization by South African blacks and other
ncnwnites of their rigntful place in the South African economy

.Sec. 203]." ( zﬁ



To this end, the A.I.D. program in South Africa expanded in 1982 and
1983 with assistance for external scholarships, labor union
training, and entrepreneuvial training in addition to the small
human rights program that had started in 1980. Based on the
reinforced mandate contained in the CAAA, A.I.D.'s strategy for 1987
to 1991 is to buil: on this experience with assistance to: external
and internal scholurship programs and non-formal training; black
labor unions and trade unionists; organizations promoting
fundamental human trights; leadership development and emerging black
community organizations; legal assistance; and the black
entrepreneurial and business sectors.

A.I.D. has been asiisting the black private sector in South Africa
since 1983 with the $ 3,000,000 A.I.D. Entrepreneurial Training for
bpisadvantaged South Africans Project (690-0220). This endeavor is
developing a management training and business counseling program for
NAFCOC, an organization representing approximately 40 percent of the
black businesses in South Africa. Since beginning work in early
1985, a2 U.S. B8(A) contractor has developed training.curricula,
trained NAFCOC tra:.ners and counselors, and assisted NAFCOC in
establishing two rejional education centers in Johannesburg and
purban. When the »roject is completed in early 1989, two addéitional
education centers will have kbeen established, and over 2,500 black
entrepreneurs will have received business training and counseling
assistance, Althoujh not targeted specifically for private
enterprise developr:nt, business and management skills training is
also provided to black South Africans under the internal and
external bursaries programs,

In 1986, USAID/SA provided: $ 40,000 to the sullivan Signatory
Association to support, on a fifty/fifty cost-sharing basis, the
employment of a blatk business advisor; § 96,050 to the
International txecu:ive Service Corps, to establish a volunteer
executive service p-rogram in South Africa; and a $ 160,000 strategic
planning grant to NAFCOC, for an employers' affirmative action study
program in the U.S. and planning for a policy and advocacy unit.

USAID/SA considers :he training program and the small grants to be
only preliminary ard limited responses to the economic objectives of
U.S. policy in South Africa. Accordingly, the NAFCOC grant has also
been used to help plan an expanded program of A.I.D. support for
black private enterprise. This planning exercise involved the
preparation of a comprehensive Black Private Sector Assessment by a
black Souch africar consulting firm, Consumer Behavior, that
provides much of th# background and analytical basis for this
prcject paper. 1In addition to an extensive analysis of the economic
history of aparthei:l and the current econonic and regulatory
constraints upon blick business development, this assessment
included a survey c¢if 300 black entrepreneurs from all parts of South
*Zrica. The survey identified the principal constraints upon black
c.giness as perceivaed by black entrepreneurs, as well as ec-ablished
r.ack determined pr.orities for A.I.D. assistance.
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The aspirations and priorities for assistance expressed through the-

Survey, as well as through extensive consultations by USAID/SA with .

the black community in general and black businesspersons in
particular, form the objectives for an expanded A.I.D. program,
Specifically, the main goals of such a program would be to:

* develop an enhanced capacity in the black private sector and
promote the eqguitable participation of blacks in all aspects of
the South African economy;

* facilitate black investment or equity participation in

financially and economically viable ventures and activities; and 

* employ greater numbers of Black South Africans.

The following section of this paper examines the constraints which
must be overcome to achieve these objectives,and proposes a strategy
for dealing with such constraints. Section IV, Project Description,
then describes the specific components of the strategy, the proposal
selection criteria, and the illustrative grants for Fy 1987.
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IITI. PROJECT RATIONALE

A comprehensive black private sector development program must be
fashioned to help: accelerate remcval of the interlo~king network of
legal and other constraints that form the basis of apartheid-created
obstacles to black economic advancement; nurture micro and small
enterprises in the black sectors of the economy to relieve
unemployment in a rapidly-growing population, provide broader
opportunities for economic advancement and political influence, and
introduce more people to private enterprise; and augment the numbers
of skilled black entreprenevrs, professionals, managers, artisans,
and technicians participating in the primary economy who will
exercise increasingly impo-tant roles in leadership and decision-

making,
A. PROBLEM

Statistics on black enterprise are essentially non-existant, but
consumer Behavior's Black Private Sector Assessment and other
sources offer some indication of the limited role of the black
private sector in South Africa's economy. The Assessment estimates
that there may be about 10,000 formal sector, licensed black
businesses in the country. 1If unlicensed and informal sector
businesses are added, the total rises to between 30,000 and 50,000,
most being one person operations, Records of trading licenses
issued in the Johannesburg area in 1982 indicate that formal sector
black businesses are small in number relative to the white private
sector. Although comprising about 72 percent of the population at
the time, only 5.8 percent of the licenses were issued to black
nfricans. Black businesses are also small in size. 1In a
representative survey of black businesses throughout the country,
more than half employed four persons or fewer. Only about 10
percent employed more than ten people.

Those employed are fortunate by South African standards. Official
figures placed black unemployment at 22 percent of the economically
active population (l.4 million persons) in February 1987, and many
analysts belijeve these figures to be vastly understated. The
ongoing recession in South Africa has contributed to a reduction in
the overall private sector labor force of over 20 percent since
1981, with blacks suffering most of the losses. 1In particularly
depressed areas such as the hard-hit Eastern Cape, black
unemployment may be as high as 60 percent.6/

3lack private enterprise development could play a maior role in
economic growth and employment generation in South rfrica, bdut
expansion of the black business sector is constrained by

deeply-rooted apar:heid policies and structures. The history and
evolution of the black private sector in Soutn Africa is closely
intertwined with the apartheid system. Beginning in the late

1800's, discriminatory laws anéd regulations were enacted to restrict
black competi:z.on with whites and guarantee the supply of Iree or
cheap black .ebor for white farmers, miners and industrialists, /
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Apartheid practices and attitudes became such an ingrained feature
of South African society that today, with many of the old laws
abolished, blacks are still constrained from equitable participation
in private enterprise. The white oligarchy that grew to administer
apartheid, and the white private sector that dominates the South
African economy under apartheid protection, restrict the black
private sactor's access to markets, capital, and labor resources,
Finally, the black private sector has not organized itself to deal
in a unified way with either these formidable obstacles or political
and economic opposition from the rest of the black community. While
these problems have not altogether crushed black private enterprise,
they have reduced black interest in “free market", "capitalist®
economic structures as a solution to South Africa's problems.

1, Apartheid Laws and Reagulations

i iy

A complex web of literally hundreds of laws and regulations have
been enacted in south Africa over the past century to restrict black
competition with whites and quarantee he availability of free or
cheap black labor to white farmers, industrialists and miners. 1In
general, these laws can be divided into those that restricted access
to land, those that reduced educational opportunities, those that
regulated employment, and those that limited business

opportunities. It is fully recognized that many of the laws have
been relaxed or abolished in recent years; nonetheless, their effect
on black enterprise development continues to be felt. A selective
sampling of these measure is set out below,

a, Restrictions on Access to Land

Year Measure Effect
1869,1876, cape Assembly Limited number of blacks allowed -
1884 Location A=:ts to rent white farm land.

1892 Act 23 Required registration of blacks on
white farms; limited number of black
tenants.

1894 Glen Grey Act Limited land tenure in black reserves

to ownership of one l0-acre plot.

;51899 Anti-sduatting Law Allowed unlimited number of blacks on
s white farms, but required license fee
for each black.

. 1909° Act 32 | Raised the license fee for black
‘ i ' tenants on white farms,

v%
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Year Measure Effect
1913 Native Land Act Limited blacks to 13 percent of South

Africa's total land area. Allowed
only black laborers to live on
farms, Prohibited black share-
cropping, rental and ownership of

farm land.
1936 Native Trust and Elaborated upon restrictions of 1913
Land Act Native Land Act.
1936 Urban aAreas Restricted black entry into urban

consolidation Act areas and prohibited black ownership
of urban land.

The intant of these early laws was to prevent black agricultural
self-sufficiency and comvetition with white farmers, thereby
ensuring a ready supply of unskilled labor. The prohibitions on
black ownership of land mean that today's black entrepreneur usually
lacks fixed assets that are normally required in any economic
setting as collateral for business loans.

b. Denial of Equal Tducational Opportunities

Year Measure Effect
1953 Bantu Education act Reguired segregation of

education systems in South
Africa by language and ethnic

group.
1959 Extension of University Excluded blacks from previously
Education Act open English Universities

(Afrikaans universities had
always been closed to blacks).

The Bantu EBducation pAct symbolizes direct SAG action to suppress
black development, and the resulting productivity losses and gross
distortion of national labor markets. The Act placed black
education under the control of a separate unit in the Department of
fducation and Training, and éirected that black children receive an
education markedly different from, and in practice vastly inferior
to, that received by white children. The per capita ratio of
expenditure on white and black African education was 16.1 to 1 in
1968, and remains at approximately 7 to 1 today despite substantial
increases in 3AG spending on black african education in recent
vears, Such a policy has deliberately limited the range of
educational opportunities available to black school children and
resulted in a secondary school system where 70 percent of black
teachers do not themselves have a secondary school diploma.7/ The
system does not impart skills necessary for self-employmen., dynamic
decision-making, leadership, and skilled labor and management
positions. */

vy



A similar distortion was worked by the Extension of University
Education Act, which had the effect of establishing separate black
universities in or near "homeland® areas. With no serious business
activitjes in those areas, it has been virtually impossible for
2lack university students to obtain relevant orientation and
experience in business and management skills. Moreover, tertiary
educational institutions created for blacks traditionally have not
offered business courses, thus compounding the problem.

C. Regulation of the Black Labor Market

Year Measure Effect
1911 Native Labor Prevented blacks from leaving joBs,‘
Regulation Act without employers' consent, ‘
1911 Mines and wWorks Barred blacks from more skillag minihg?
1926 Act jobs.
1918 Factories Act Gave whites first options for
employment opportunities,
1922 Apprenticeship Act Reserved all better paid jobs for
1944 whites,
1924 Industrial Permited negotiation mechanisms for
Conciliation Act white laborers, but excluded black
workers.
1925 Wages Act Established minimum wage rates to

exclude blacks from certain job
categories,

1925 Customs Tariff Act Protected local manufacturers only if
they employed a certain proportion of
whites,

1932 Native Service Prevented blacks from leaving jobs

Contract Act without emplovers' consent.

1936 Black Urban aAreas Severely restricted movement of

Consolidation Act blacks outsige homelands (influx
control, better known as the "pass
laws*® system).

1967 Physical Planning Kept blacks out of meznagement and
Act other skilled or better paying
pasi+inne
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Year Measure Effect
1968, 1970 Bantu Labor Limited black work contracts to
Regqulations one year, after which it was

necessary for workers to return to
their "homelands"; operated to
disqualify blacks from achieving
rights of permanent residence in
white urban areas,

1970 Bantu Labor Extended job reservations,
Amendment

The collective effect of these laws was to reserve skilled,
supervisory and managerial positions for whites, limit blacks to
unskilled employment, and limit the ability of blacks to move in
search of better employment. 1974 labor statistics for motor
mechanics, showing 19,259 whites, 331 coloreds, 426 Asians, and not
one black african, demonstrate the impact these laws and requlations
have had on South Africa's labor force. 1In 1980, while representing
72 percent of the population, black Africans.comprised 87 percent of
the agricultural labor force, 78 percent of the service force, 69
percent of production laborers, 40 percent of sales personnel, 31
percent of professional and technical staff, 25 percent of clerical
staff and 3 percent of managerial and administrative staff.

d. Curtailment of Black 3usiness Opportunities

Year Measure ffect

19590 Group Areas Act Mandated separate urban areas for.
1957 each racial group.

1966

1963 Policy Guidelines Prohibited blacks from specified

trades and business activity.

1966 Quotas Limited the number of business
licenses issued in black areas.

The Group Areas Act, still in effect, mandates that certain areas be
owned or inhabited only by persons of specified races, and that
residential areas be segregated on the basis of race. The Act is
largely responsible for the secregated townships that abut South
Africa's major urban centers. The ict reinforces the "dualism" that
characterizes the South African economy. By physically isolating
blacks in poor, underdeveloped communities, the SAG effectively
blocks their access to capital, know-how, specialized emplovment and
other redquirements for participation in the orimary industrialized
economy. The dispersed nature of the townships, and the fact that
most adult residents are away at work in the neignhboring white urban
centers during business hours, restricts the size of the natural
market available to black businesses locazed in the townships,

Wb
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To similar effect, the 1963 Policy Guidelines restricted the ability
of black entrepreneurs to gain busiuess experience outside of the
small retail sector. The regulations prohibited blacks from trading
in white areas, trading as peddlers or hawkers, conducting or owning
more than one business, starting or operating businesses that did
not provide daily household necessities, operating and owning
manufacturing concerns, and forming companies or partnerships. The
1982 profile of licensed black businesses showed 98 percent involved
in retail trades and services and less than 2 percent in the
industrial sector. As a result of township business areas being
zoned and developed according to these restricted trade regulations,
business sites and facilities are not adegquately sized or serviced
to support light manufacturing activities.

Comparable inhibitions on entrepreneurship were effectively imposed
by the 1966 Quotas, which restricted the number and types of
business licenses issued according to the number of families in the
living area concerned. The guotas were based on census figures that
under- estimated the actual black urban population by as much as 50
percent., As a result, the natural development of small business was
hampered and all black urban areas are undersupplied with basic
services.

2. Inhibiting Practices ané Attitudes

In the 1970's, rising unemployment, rising inflation and a worldwide
recession resulted in an economic crisis in South Africa. At the
same time, the pool of skilled white labor dried up. 1It became
clear, even to the SAG, that radical changes were required to ensure
future economic growzh, Superficial reforms of the separate
education system were made in 1973, moderately increasing
expenditures on black education and opening up skills training to
blacks. The job reservation system was relaied. Reforms
accelerated in response to the Soweto riots of 1976. 1In 1978, many
blacks were, in theory, allowed to *own" land on a 99- vear
leasehold basis. Today, most of the formal apartheid laws and
regulations that have restricted black emplovment and enterprise
have been relaxed or abolished (the Group ireas Act being a major
exception). However, apartheid practices and attitudes continue to
limit black business and managerial participation in the economy.

a, Limited Access to Credit

The SAG claims that the 99-year leasehold estates relieve the
problem of collateral that has restricted black access to commercial
financinc, However, research shows that many financial institutions
will not lend against these instruments. In any case, they are
still selectively granted to black businesses, usually only in
undesirable locations in the black townsnips.

Vi
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Substitutes for normal collateral requirements, such as business
training and ccunseling programs, have been accepted in principal by
some banking institutions. Others claim to be prepared to lend on
the basis of a good business plan. 1In practice, the training and
counseling programs are not extensive, and white bank managers
consider most black business plans inadequate. Finally, the
questionable viability and stability of businesses in township
areas, particularly in light of recent urban violence, has risk-
adverse banks being more content to keep excessive liquidity rather
than making adventurous loans.

The small business programs of the commercial banks have had little
impact on their overall loan por:tfolios, but they are still the
major lenders to black business, It is estimated that Barclay's and
Standard Banks together have provided loans to black businesses of
about 10 and 8 million Rand (U.S. $ 5 and 4 million) respectively.
Ccitibank has provided about 850,000 Rand (U.S. $ 425,000) in loans
to black enterprises. Almost all of these loans are to small,8/
formally registered black businesses,

Non-commercial financing exists, but most is channeled through the
Small Business Dpevelopment Corporation (SBDC), an instrumentality of
the SAG. The SBDC lends in accordance with SAG policies and
strategies, For example, it sponsors small-sczle investment in
industrial parks located in remote township areas. SBDC conditions
are unacceptable to most black entrepreneurs, and it is generally
viewed as a lender of last resort. The SBDC is reluctant to
disclose details about the stratification of its portfolio, but it~
is estimtated that, while the majority of its loans are made to
informal and small-scale black enterprises, no more than 20 percent
of the value of its 110 million Rand (U.S. § 55 million) in
outstanding loans has been provided to blacks.

Other development agencies f£inance black business facilities within
the "homeland" areas. These agencies have, however, been widely
discredited because of the overtly political terms and conditions
they attach to approval of loan applications,

Small, new and informal sector black businesses have few reasonable
options for financing. A few private voluntary orcanizations such

as Get Ahead have loan programs for micro and small-scale
enterprises, but they are very thinly capitalized and not operated

on a self-sustaining basis. Together, the nnown programs in this
field provide less than R 1 million (U.S. § £N0,000) in loans. -The
organizations are in serious need of cap:tal znd *echnical

assistance to establish commercially viable and svstainable pzograms,’
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b. Cumbersome Licensing Procedures

The Licensing Act establishes fairly lengthy and complex procecdures
for the formation and operation of businesses. 1In and of itself,
the Act does not discriminate against racial groups. However, in
keeping with the superficially "legalistic" approach of South
African authorities to apartheid administration, the regulatory
requirements ostensibly intended to further legitimate health and
welfare goals are frequently used in practice to allocate favors and
suppress black enterprise, A white entrepreneur establishing a
small enterprise in a white area need only £ill in a form, find a
zoned business site, and sign a lease with a landlord.g/ BY
contrast, a black entrepreneur usually must obtain authorizations
for trading rights, ministerial approval and a trading license.

Trading rights in urban areas play a role analagous to that of
zoning in white areas, although with considerably less certainty
attached. 1In black townships, a proposed site must first be
approved by the local government (a process that reportedly takes
place over a period of up to six months) and then advertised for
applications. Ultimate decision-making authority rests with Town
Councils, but they are alleged to exercise their powers unfairly,
It is repeatedly asserted that political pressures from existing
traders or outright corruption play a major role in the allocation
of trading sizes,

In rural areas, application for trading rights can take anywhere
from 3 months to 3 years and must be repeated each time that a site
changes hands. An additional proclamation for rural areas provides
that a black trader (or spouse) may not own two trading sites
separated by less than 20 kilometers, or have a direct interest in
two rrading sites separated by less than 20 kilometers.

After obtaining "trading rights" and "ministerial approval", the
trader can apply for a "trading license*, The relevant Board must
be satisfied that, among other things, "the license is reasonably
required to meet the convenience of the public."™ rhis so~called
"necessity clause" is often used to protect established traders from
competitors offering the same or similar service.

The SAG also attempts to regulate informal activities, alchough
these requirements are more easily ignored. 1In theory, according to
the President's Council Report, to obtain a hawker's license in the
Transvaal, an applicant must: place an advertisement in the press in
both official languages; submit an application that is routed
through police, health authorities, traffic authorities, zhe town
engineer, and the fire department; secure storage at a nearby
location; and pay a R20 to R150 fee (U.s.$ 10 to 75) on approval,
The total cost of the process can be as high as 5250 (U.s.$ 125) and
must be repeated each vear,

1A
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c. Inhibiting Employment Policies

Job reservations were officially abolished in 1979, but changes in
employment policies have been slow. Today, of an estimated 5.6
million economically active blacks, only 4,040 are in managerial
positions, and of tnese only 102 are women. Black participation in
and promotion to managerial positions is still constrained by a
white "corporate culture" that does not easily allow for the
promotion and advancement of blacks, by an insufficient number of
blacks in responsible business and managerient positions to be able
to influence apartheid practices and attitudes, and by a lack of
black skills and experience important to primary sector business and
management, Black managers are hindered by a lack of meaningful
relatjonships with whites in the work environment, little feedback
and accessibility to white supervisors, and by the disrespectful
attitudes of white co-workers.

d. Oppressive Political Climate

To curb black resistance to apartheid, the SAG has severely
restricted the rights of blacks to assemble and form representative
organizations. It was only after the reforms of the 1970's, for
example, that black workers were allowed to be representeé, first by
trade committees and later by trade unions., Black leaders have
customarily been placed under police surveillance and subjected to
bannings and detentions. In this climate of opprescion, there have
been few organizations formed to represent black business interests
and few incentives to join such organizations, The organizations
that have developed have been careful to avoid anything resembling
political objectives. fThe black private sector has a limited
ability to represent i:s interests to the SAG, the white private
sector, or the larger black community.

The oldest and most widely known black business association in South
Africa is NAFCOC. The only other known black trade and professional
associations are the South African Black Taxi Association, the
National Taverners Association, the Soweto-based Black Builders'
Association, the BMF and ACNHA (both noted on page 5), Only 65
percent of the businesses surveyed for the Black Private Sector
hAssessment were aware of NAFCOC, and fewer than 40 percent were
members. Awareness of and membership in the trade associations is
even less widespread, and generally restricted to the "rban areas.
NAFCOC is considered a relatively effective advocate for business
objectives, tut is seen as administratively weak and as primarily
and representing black traders (retailers). The other organizations
are relatively new, and are viewed as weak and ineffectual,
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3. Macro-pconomic Obstacles

In partnership with the white-controlled government, and protected
by apartheid laws from black competition, the white private sector
has grown to dominate the South African economy. Most black
businesses cannot compete with larger and more experienced white
businesses for labor, capital, land and markets. The bloated
government bureaucracy created to administer apartheid policies
siphons off government investment that could otherwise begin to
egualize critical social services such as education, health and
infrastructure development,

a. Dominant white private Sector

South Africa's private sector is dominated by a handful of large
white-owned conglomerates with close ties to the government, Three
major corporations -- Anglo American, Sanlam, and 014 Mutual ~-- were
estimated in January 1987 to control 76.3 percent of the value of
all shares listed on the Johannesburg Stock Exchange.lg/ Other
corporations, though not so large, still dwarf the biggest of their
black counterparts. The dominating position of such institutions,
established under the protection of apartheid policies, severely
restricts the ability of the black private sector to compete in the
open market. The white private sector enjoys economies of scale,
long established customer relations, and many more yYears of business
experience,

The 1579 modification of the Physical Planning Act (of 1867) relaxed
the business restrictions on black entrepreneurs. This easing of
restrictions has been largely responsible for the emergence of a new
generation of black entrepreneurs involved in the service an
industrial sectors, However, these new black businesses find it
difficult to compete with the more sophisticated and experienced
white private sector. Today, fewer than 1 percent of black
businesses are involved in light manufacturing. Only one black
industrial company in the entire country is considered to have
export potential. There is but one black owned bank and one black
owned supermarket chain. Not a single black owned business is
listed on the Johannesburg Stock Exchanae.

While the Group Areas Act has been amended recently so that black
businesses can apply to locate in certain "free trade areas" and
"central business districts", these fepresent halting and limiced
approaches to reform. Most black éntrepreneurs are unable to afford
the high rents ang compete with the established white businesses in
these areas,

Finally, the black private sector canno: compete for labor with a

white private sector =hat can offer hicher wages and more Security,
In learning to deal with apartheid regulations, black wcrkers have
developed paternaliscic relationships with white employers who can
intervene with sig authorities, Black entrepreneuzs are frecuently
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forced to turn to illegal rural labor, or to limit their number of
employees. While rural labor is usually unskilled, employee
training is avoided because it allows the workers to move on to
employment in the preferred white private sector.

Until recently, the white private sector has not seen fit to press
for changes to a system that accords whites so many business,
employment and standard of living privileges. A broad range of
indicators substantiates that disparities of income, wealth and
living conditions in south Africa are among the most extreme in the
world. For example, a 1982 study by a University of Natal Economist
concluded that although whites constituted less than 20 percent of
the population, they consumed between 56 and 61 percent of the goods
and services financed by the government between 1949-50 and
1975-76.11/ Likewise, it has been shown that in 1980, whites {who
made up 16 percent of the population at the time) received 60
percent of total personal income, while black Africans (who made up
72 percent of the pooulation) received only 29 percent.l2/

b, Bloated Government Bureaucracy

south Africa's bloated bureaucracy, government programs and
parastatal corporations divert potential investment from black
economic development. Since the National party first came to power
in 1948, the public sector's share of the economy has nearly
doubled.l3/ The annual expenditures of the public sector, as &
percentage of cross domestic fixed investment, increased from 36.5
percent to 53 percent between 1946 and 1976.14/ The number of
government employees has risen over 19 percent since 198l. One-half
of all white afrikaans speaking south Africans are employed by the
government.

The existence of separate government departments for racial groups
and as well as for each of the individual homelands leads to
duplicative structures. The SAG has four Ministers of Health, four
Ministers of Agriculture, five Ministers of Education and six
Ministers dealing with housing issues. Wwith the "homelands® policy,
there are five Presidents of south africa, five Ministers of Foreign
Affairs, five Finance Ministers and five Ministers of Defense.

mhe SAG also plays a major role in controlling the economy. There

are 21 control boards that administer agricultural food prices.

Among the major corporations that are government-owned or government
operated are the Electricity Supply Commission (ESCOM), the

armaments Development and Procduction Corporation of South hfrica,

Ltd. (ARMSCOR), and the South African Iron and Steel indusktrial
Ccorporation (ISCOR). Each enjoys a virtuel monopoly. The major

role of the state in the economy is not limiced to the domestic

market. 1In the area of foreign trade, government institutions are
estimated to sell more than nalf of all the country's expor<s and /(
buy more than 25 percent of all imports.l5/ '2)’
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The cost of sustaining the bureaucracy limits the SAG's ability to
close the spending gap between white and black social services,
Much needed funds for upgrading township services, education
housing, transport and health have also been scarce during the
recent recessionary period.

4. Negative Black Perceptions of Free Enterprise

By and large, the black community in South Africa has not been
satisified with the advances made in the last few years, even though
there have been numerous reforms of apartheid laws and regulations
and increased government spending on services for blacks. The
central objection is that separate and inferior development for
blacks remains a fixture of SAG policy. Today, the black community
considers reforms of apartheid to be insufficiant; only its complete
elimination, including elimination of its economic characteristics,
is acceptable,

a, "Racial Capitalism"

Ironically, although state-controlled and dominated by a handful of
powerful firms in the white private sector, the South African
economic system is popularly identified as capitalist and free
enterprise. Given the inequities of the economic system, it is not
surprising that many in the black community generally consider
capitalism to be the handmaiden of apartheid. Many black leaders
reject South Africa's brand of "racial capitalism" as a means to
spread wealth and reduce ineguality in post-apartheid south Africa.
They believe that a continuation of South Africa's "free market"
economy will perpetuate racism, Black business and the black middle
class are perceived to be aligned with the status quo. Displeasure
#ith apartheid is therefore increasingly expressed throuch
escalating rhetoric, boycotts and violence against black private
enterprise and the black middle class, Over 40 percent of
businesses surveyed by Consumer Behavior had been threatened, asked
to close their shops, vandalised or forced to assist anti-apartheid
demonstrators,

b. Lack of Confidence

Apartheid policies and practices, SAG control of the economy and the
dominance of the white private sector are formidable obstacles to
black private enterprise development, and leave the black private
sector especially vulnerable to political instability in the black
community. The prevailing climate of social, economic and political
unrest has gone a long way to destroy whatever confidence the Dblack
private sector may once have enjoyed. The situation has Gampened
the enthusiasm of vouna entrepreneurs who had been encouraged by the
relaxation of regulatory restrictions. Many white customers and
clients of black manufacturing companies have been lost, In these
circumstances, incentives 0 save, invest and plan for the future
have been éramatically reduced.

52
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B. PROJECT STRATEGY

This Project is designed as an umbrella activity in order to allow
USAID/SA to respond flexibly to local initiatives and priorities
(Section III-B-6, Implementation Strategy, provides a detailed
justification of this implementation strategy). It is also
necessary, however, to define a general Project Strategy which
ensures that key technical issues are and will be identified and
addressed, and that key actors who affect the development of black
business are consicwred. Ultimately, the appropriateness of this
strategy will deternine the Project's actual impact on black private
enterprise and on the processes of change in South Africa.

The purpose of this section is, therefore, to explain the analytical
process pursued in formulating the Strategy, as well as the
rationale for the S:rategy's three direct assistance components
(Institutional Development and Advocacy; Micro and Small Enterprise
Development; and Participation in the Primary Economy). These
components, moreove:, should be perceived as a dynamic focus which
may be shifted to address changing circumstances or new

information., ©Provisions for additional analysis and reaffirmation
or refinement of tha strategy are described in Section IV~B-4,
Project Guidance and Coordination.

The Project Stratecv is crafted in light of the sectoral objectives
(section 1I-B, A.I.D. in South Africa) and constraints (Section
III-A, Problem) ou:lined earlier. Section III-B-1, Parameters of
Influence, conside:s what level of impact may be realistically
expected from the rroject. Section IYI-B-2, Programming
consideration, then discusses the audiences or targets which black
businesspersons have indicated are critical to reach, both directly
and indirectly. Section III-B-3, Assistance Options, briefly
suggests those ass.stance options which may be appropriate to help
reach such targets. summarized in a diagram on how each option may
be relevant vis-a-vis the respective audiences. Section III-B-4,
Strategy Components, categorizes the realm of options into the three
direct and substantive components that form the Project Strategy.
The programs and activities of other donors and their relationship
to this Project ar« discussed in Section III-B-5, Other Donors.
Section III-B-6, Implementation Strategy, discusses the
implementation of :his strategy and outlines the reguirement for a
Project Guidance and Coordination Component. Because of the
importance of women in South Africa's private sector and their
general role as ceualysts of change, Section III-B-7, Involvement of
Women, outlines USAID/Sk's strategy for involving women in all
aspects of the Project,
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l, parameters of Influence

When assimilated, the const.aints upon black business development in
South Africa may appear overwhelming. Apartheid laws, requlations
and business practices for generations have actively precluded full
black participation in South Africa's economy while promoting white
dominance and control over natural resources, capital, technology
and labor. such racial subjugation has, in effect, created economic
barriers to equitable black participation in the economy which will
persist even if the legislative and regulatory components of
apartheid are dismantled. Not surprisingly, such intermingling of
racism and capitalism has also made blazks skeptical of "the free
enterprise system" and has lead many intellectuals and activists to
call for a departure from capitalism as the only means to eradicate
the practical manifestations of apartheid.

Working within these parameters, the prospects for a black business
development projec: are not completely promising., Very litcle
Cirect influence is possible on the root causec of the problem., The
SAG has been unwilling to dismantle many legislative and regulatory
components of apartheid despite the de facto institutionalization of
apartheid in both the economy angd soEIéE}. The white-dominated
business sector has an incentive for marginal reforms that might
promote stability in the business climate, but clearly has no
interest in competing with or relinquishing control to black
entrepreneurs. Many of the intended beneficiaries are wary of
foreign support for an economic system which they perceive as
reinforcing their social and political disenfranchisement, even if
the racial manifestation of capitalism in south Africa is
antithetical to free enterprise,

In the contex:t of South Africa's industrial economy, moreover,
foreian assis:tance will have only a marginal and symbolic impact in
promoting structural economic change., USAID/SA does not, at this
point, control sufficient funds to play a large role in capitalizing
black enterprise. while it is feasible that U.S. resources may
significantly facilitate entreprenenrial development within *he
impoverished sectors of the economy, promoting breakthroughs into
the primary sectors and reducing the imbalances between Third World
and industrialized economies wouid strain the budgetary limits of
any assistance program. Expectations of Project outputs and
purposes must therefore be geared accoréingly,

Indeed, in licht of such political and economic constraints one
could, as in other programmatic areas, question the efficancy of any
black private enterprise initiative. The following factors
reconfirm why such an undertaking project ‘= appropriate and
significant at this «ime:
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*+ All foreign assistance to South African blacks is symbolically
important as it demonstrates identification with change and
condemnation of the policies that have led to black oppression.
From this perspective, the mere provision of assistance is
justified independently of the outputs and purposes.

* The economic dimensions of apartheid, regardless of how large,
must be tackled in order to promote a truly nonracial and
democratic society. It is unrealistic to expect immediate and
dramatic change, but foreign support can complement indigenous
efforts to promote economic rights.

* The problems of racial capitalism must be addressed from the
grassroots level upwards to affect both popular attitudes toward
the market system and white-imposed barriers to black
participation. Such an approach implies different stages of
assistance characterized by different financial reguirements
which should grow over time. By all accounts, this Project fits
into an initial stage where a principal objective is to promote
black institutional and individual capabilities to both utilize
resources effectively and mobilize capital from private
sources. A U.S. contribution at this point could have a
significant mulciplicative impact.

2. Programming Considerations

To contribute effectively at this early stage of initiacives in
black business development, it is important to define both the
targets of direct assistance and those whe should be indirectly
influenced through project activities. Given the social, political
and economic constraints that impinge on a black private enterprise
project, this Project is based on the recommendations of black
businesspersons, consultants and orcanizations, as well as the black
community at large, that the broadest possible range of direct and
indirect targets be considered in designing the Project Strategy.
Hence, the direct beneficiaries of assistance will be black
businesspersons, organizations, workers and entrepreneurs in either
the primary sectors of the economy or micro and small enterprises.
Thelr procrams may affect other black business persons and
entrepreneurs, the black community, business practices in the
white-dominated economy or SAG laws and regulations. The importance
of each tarcet audience is discussed in Part b, Target Audiences, of
this section, Prart a, Rationale, provides additional details on why
a broad approach was adopted.
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a. Rationale

Two approaches were analyzed in determining the program targets:
limiting the scope of assistance in order to maximize the impact of
avajllable funds; or examining all possible opportunities for
assistance in order to seek a catalytic effect in as many areas as
possible, While practical implementation constraints confronting
USAID/SA may make the former approach superficially appear more
prudent, it was not adopted; the reasons for this, outlined as
follows, emerged from consultations with the black community and
were reinforred by the aforementioned Black Private Sector
Assessment funded by USAID/SA.

* Concentrating the program makes sense when it facilitates having
a meaningful impact in a well-defined and widely accepted
critical area. Financial requirements in the context of South
Africa's industrialized economy are so large, however, that
concentration of all Project resources would still not result in
a minimum threshold level of assistance that would be necessary
for widespread and significant influence in the primary economy,

* It may be possible to have a significant impact by limiting the
Project to the micro and small enterprise sector, yet such a
focus could be interpreted as accepting apartheid's relegation
of most black entrepreneurs to the less developed sectors of the
economy. That is not to say that blacks reject assistance for
micro and small businesses -~ this is an area of great need and
community interest, However, an assistance program must not
suggest by its character that blacks can compete solely at the
micro and small enterprise level,

* Because of limited capital avajilability relative to the size of
the economy, support for black Lusiness in the primary economy
must be loosely structured to take advantage of opportunities as
they arise and, when possible, to leverage the private resources
that can significantly enhance a company's ability to get
started, expand, or buy out a disinvesting firm. Hence, it is
important to keep open the possibility of addressing a wide
number of issues,

* The black community must be incorporated into a private
enterprise project in order for it to rave a lasting and
meaningful impact. The perceptions and desires of the black
community will, in a post-apartheid South Africa, determine the
political and economic character of the country, Ezffectively
reaching this audience will require a flexible and creative
approach which is responsive to black initiatives that promote
dialogue and demonstrate by example that a market economy is not
synonymous with - and indeed@ is antichetical to - racial
regulations pracluding free participation in the market.

5]
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b. Target Audiences

Proposals which promote the development of black business vis-a-vis:
any of the following audiences will be considered under the Project.

Black Business. Black business is broadly defined as black
businesspersons, .organizations, workers and entrepreneurs.
Increasingly, all elements of black business are trying to cooperate
and think collectively abour the constraints upon operating in the
South African economy. Such networks within the private sector will
enhance their capability to address these constraints directly, as
well as to mobilize others on their behalf.

small Businesses. The USAID/Sa-commissioned survey of 300 black
entrepreneurs, conducted by Consumer Behaviour, identified numerous
constraints specific to small business development. Many of these
constraints are technical -- minimal business skills or lack of
access to capital -- but have been induced by apartheid regulations
or business practices. S5uch constraints have also limited most

black businesses to informal micro or formal small-scale enterprises,

Primary Sector Institutions, Because apartheid has created a dual
economy, with First and Third World businesses coexisting next to
each other, one of the greatest challenges to black business is to
break out of the Third World economy and into activities in the
primary sector. Direct assistance to such initiatives is
politically important and highly symbolic, yet must be structured in
ways to leverage private resources, whenever possiktle, in order to
have a significant impact.

Black Community. As indicated earlier, the wider black community
evenctually will determine the political and economic character of a
post-apartheid south Africa. A black private enterprise development
project will have a lasting impact only if black business can
demonstrate to the community that its existence and growth is in the
broader community's long-term interests.

White-pominated Economy. The cumulative economic impact of
apartheid has concentrated control of South Africa's resources among
whites, This has allowed a continuation of apartheid practices even
when official regulations have been rescinded. These practices
should be adéressed thrcugh a black business development project,
preferably aimed at strengthening black business networks,

SAG: Formal Apartheid Structures, The constraints analysis in

Section III-A, Problem, noted laws and regulations which preclude

blacks from compering on an egual basis with white-owned

businesses. 5Such laws and reculations would be abolished in a

post-apartheid South africa, but immediate lobbving against their _q;
enforcement and for their abolition could allow blacks to expand L,
their influence in the economy in the short-term. )
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3, Assistance Options

A.I.D.'s approaches to foreign assistance - institution building,
policy dialogue, technology transfer and capital transfers - are
appropriate in promoting black business development, but must be
carefully tailored to the above targets, audiences and
circumstances. Because of political sensitivities vis-a-vis the
black community and the SAG, A.I.D. should not play a lead role in
policy dialogue. 1Instead, the approach must be to help black
business develop or strencthen indigenous institutions which can
directly confront inhibiting and discriminatory government
requlations and business practices as well as promote constructive
dialogue with community leaders.

Technology transfer through technical assistance and training will
have a direct impact on such institutional development. Both
technical assistance and training are also relevant in promoting the
ability of individual firms and entrepreneurs to compete effectively
in the economy. A more extensive description of how technical
assistance and training will be utilized in the Project is provided
in section IV, Project Description.

Capital transfers will most extensively affect micro and small
enterprises as their requirements for credit and egquity are modest
and manageable within USAID/SA's currently available resources,
Capital assistance for activities in the primary economy will have
to be carefully considered as the requirements are much greater,

The establishment of a hichly sophisticated, finely focused loan
fund would be unrealistic as the funds available could not
capitalize many operations that would play a significant role in the
primary economy. "Buy-outs" of disinvesting firms have received
extensive publicity as potential A.I.D. areas of activity, but the
funding reguirements are again well beyvond the scope of available
resources. In the later years of the Project, and only after
extensive review and evaluation, credit and/or equity assistance may
become possible for selected medium and large scale symbolic
ventures, and provisions are made accordingly in the Cost Estimates
and Financial plan (Section V). Loan guarantees which require less
funding up front may also be possible, but the potential for
defaults obviously entails equally high risks and capital levels,

Ficure 1 on the following page summarizes the potential use of each
assistance option vis-a~vis the direct target and indirect program
audiences identified earlier. 1In the diagram, cdirect targets of
L.I.D. funds are noted under the heading "Project Assistance";
indirect prooram audiences are categorized under *Project Impacts”,
mhe resulting matrix demonstrates the widest possible range of
activities under the Project. 1Immediately following the ciagram
Section IIr-B-4, Strategy Components, describes how this range has
been folded into three direct assistance components that constitute
the basic Project Strategy. ’/Li



ASEISTANTE OFTIONS & PRIGRAY TARSETS

TARIETS FROJECT ASSISTANTE LIEST 1w
BLACK USINESS
BLACK WEITE=DOMINATED
OFTIONS SMALL AND MITRO PRIMARY SEIZTOR COMMUNITY conory
ENTERPRISES BUSINISS & ORGANRIZ.
INETITUTION-|Strengzhen and promote networks among practical Fecuce. Zlack pocumented impact

TILDING

black businesses adble to ideniify,
research, antlyze and cisserminate
information ancd positions On CONStrRincs
to and the role of black private
enterprise

dermonstrasion to
community of black
oroantzational
szrencth and
decision maxing

in the praivate
sector,

depende.ce on wiite
inscicu.ions for
business ainfo/
geratecies; sreater
interdependence
petwveen black anc
vnize businesses,

! aparsneid lavs &
reculations; dise
semination of :nto:
mation netionally
ang¢ aoroad,

pCLzeY

tnhenced dialogue among black dusinesses

Business outreach

1. loooying

Direcz:

Direct lotoyaint

-l
on the cons:re:nts upon business developmensz; | procrams toward on business 2. Letby:ing wnrouc
STALOSoE ccnierences, vorksneps and dormazioneal comminiTy. grecsices thes domestic groups
meteriels on zackling polizical and 2. ielogue, denv accces to 3, Pressire tnroue
technical constrelnts, conferences, credii/seguity. ernational
verksheps, senool Z. duree: lesoying orcanizazicns,
FrOCrams on roie on erzioyment Susinesses
cf free meskes, issues, end emdassies,
3, Lesoying through
inzerneciontl sressire
gcroups,
TIIENSLOGY  [AEsiEzance i
suginess sieltT UF,
TRANETER mLInelng,
gienning, eing Funszioning Biack dusinessess Eitck econem
Dookkeering, cempdnies, wTusss, cusinessess cImpese more £3tengsn 2lliovs
expangion, SUEpOIt Frogrins provide communities effectively EITONGeI CFpOSiTior
lean eppl sions, H-H . secvices ievels sl che e T epercneid lavs,
cs, men Decin esolding W H
deminaczien, and e
FTCmoTe econenl e
imserdepeniance [
SREITAL 5 Seiested crelizsesulicy eczess racial lines,
H SuUEDCIL, Posiiiie
4 loan guerenceer,
B suppcrt and cemmsdicy
cortE fCr menagement
develcpmenz,




-35-

4. Strateay Components

For conceptual and management purposes, USAID/SA has grouped the
range of activities demonstrated above into three direct assistance
components - Institucional Development and Advocacy, Micro and small
Enterprise pevelopment, and Participation in the Primary Economy -
which form the substantive centerpiece of the Project Strategy.
These components, moreover, combine the priorities identified by
black business itself (and confirmed by the Private Sector
Assessment) into administratively manageable and conceptually
consistent units, The formulation of each component from Figure I
is discussed below.

The Institutional Development and Advocacy component will subsume
assistance to business and trade networks such as HAYCOC, the BMF
and the ACNHA. This component covers all activities identified in
Figure I under institution building and policy dialogue. s
indicated in the diagram, all institution-building and policy
dialogue activities are relevant zo all black private enterprises,
whether large or small businesses, enirepreneurs or managers,
individual businesses or business networks and orcanizacions.
Institution-builéing ané policy cdialogue, moreover, are
subscantively linked., The growsh and strencchening of black
ingcitutions will c-omote effective cialogue with all :the :targe:
audiences identified earlier. Hence, treating institution-building
and policy dialogue together as a conceptual unit will resul: in
substantive complementarities in adéition to facilicating
administrazion.

By definicion, micro and small ernterprise and primary sector
activities are relevant solely to those businesspersons and
éntrepreneurs operating in each of the respective seccors,
Technical gues:tions such as start-up reguirements, marketing
techniques, and cash flow analyses differ. Training should be
geared to the differing levels of business sophistication, cCapital
requiremencs and the types of analyses required to obtain capital
differ depending on the size and focus of the operations. As a
resuls, the remaining assistance options -- technology and capital
transiers -- nave been substantively éivided according to the size
of business involved. This will allow conceptually consistent
packages of technical assistance, training and capital <o be
combined in addressing the needs of the respective targe:cs,

Referring back to Figure I, the Micro and Small Znterprise
Development component thus includes all activicies relaced to
smaller businesses, Institution-builéing ané policy éialogue will,
indirectly, affect the opportunicies and climate for small business
development, but the principal inputs of this component will be
technical assistance, training, support costs and crecit/equizy
funds. The few micro and small enterpris: sSupport procrams
operatinc in South xfrica recuire all of these inputs, buz iz is
possible that orcanizatzions may in some instances receive addicional
inputs from other components under one granz,
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Facilitating the Participation in the Primary Economy component will
be the most difficult challenge of this Project. As with small
businesses, institution-building and policy dialogue will support
and reinforce efforts in this field. Of the options identified in
rigure I, technical assistance and training to support management
development progzams and help conduct feasibility studies and define
strategies for entry into the primary economy will, in the early
stages of the Project, be most critical, As indicated earlier,
credit/equity interventions may be possible later in the Project.

The remainder of this subsection provides a detailed rationale for
each direct assistance component. Additional details on the inputs
to be provided by each component are provided in Section IV, Project
pescription. Adéitionally, the Project Guidance and Coordination
component is discussed generally in part 6§, Implemenzation Strateay,
of this Section and then defined further in Section IV-B-4, project
Guidance and Coordination,

a., Institutional Development and Advocacy

Like black groups active in other fielés, black businesspersons have
noted their collective orcanizational and structural limications and
soucht to addéress them in attempting to overcome aparcheic,
3usiness is not generzlly an altruistic endeavor. However, there
are numerous objectives which bind participants in business ventures
to a common over-arching goal. Wwhile cercainly not in the mejorizy,
meny tlacks see the mer of a post-aparcheié South rirican economy
based on & free enteror system. Moreover, many more dlacks,
£ parastatals and government control of

economic activicies, suppor: a mixed economy, Wizh the proportions

f private ané public production remaining basically similar to that
of today. =>n any case, substantial support exists throughout black
orcanizations like NAFCOC, Get hhead, ACNHA and the BMF for private
sector principles and practices.

Assistance to such orge..zations will permit them to expand their
membersnip, sharpen their ability to advocate the position of their
constituents, and augment their capacity to carefully plan and
implement activities that will increase the political influence and
economic oppor:unicies enjoyed by their constituencies. Inter-
national exchanges will transfer institutional and orcanizational
skills and "technolocies", open new channels of communication and
information, and enhance the power and prestige of the black leaders
ané orcanizations involveé. These leaders will benefi: f£rom an
opporcunity to deploy greater administrative resources and to
redouble their effor:s to press for policy reforms needed to open
the way for sicnificant black economic Gevelopment.
organized black business sector working on & unified o2
promote its interests will be less vulnerable to arpitr
repression and more capadble of working steadily anc con n
achieve sharply defined economic objectives and increased poli
influence,
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1t should be noted that no matter how successful, the efforts of a
few organizations will not be sufficient to accelerate the removal
of apartheid and to redress the political and economic
marginalization produced by it. Nevertheless, broad-based and
sophisticated organization, as well as enhanced skills in
leadership, policy analysis and advocacy, form A necessary
foundation upon which greater achievements can be built. AR
oraanized black private and professional sector can seek to:

(1) overturn discriminacory laws and regulations; (2) correct the
unfair allocation of national resources and government patronage;
(3) bridge the exctreme gaps in income distribution; (4) highlight
and promote the positive actions by the white private sector which
show that the private sector can be a tool for change; and (5) erode
the barriers excluding blacks £from the formazion of political and
economic policies. Moreover, t.e demonstration effect created by a
few visible business and professional organizations successfully
Gefending and advancing their interests can lead to their
replication. Unification of cthese organizations on an ad hoc
issue-by-issue basis will provide an organized institutional
framework throuch which political rights and economic opportunities
can be broadened.

slack business organizacions recocnize fully their responsibili
to and Gifficulcies with the greater black community as well as
recuirement for intensified incteraction with the SAG ané the closed
white business sector. adéitionelly, such organizations understand
that absolute sensitivity must accompany &ll efforts to promote
black private enterprise in the currenc Souch kfrican environment
21l black organizations suppor:ting a private sector-oriented fuc
for Souzh xfrica constancly reflect on and review their actions ¢
ensure that such activities are not viewed by the broac
community as too narrow ané self-serving, ané arzificel
and solelv supported from the outside. 21l UstID/sh effor

ties
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pursuant to Project implementation will be approached cau
patiencly, responcéing only o locally determined objecti
demonstrace that private enterprise is an effective and i
economic system. If an activity is poorly supported or migh:
diminish existing support for the black private sector, we would
prefer to do little or nothing or postpone our funéing decision.,

A recent national agricultural conference in Pieczersburg sponsored
by NAFCOC provides an example of the abilizy of black business
organizatiors to work with the broader black community, the whic
private sector ané the SAG tO promoce positive change, Black
farming issues were discussed and analyzed, and recommendacions on
land tenure established. Participants included SAG officials, white
commezcial farmers, black commercial farmers of (illecelly) renced
white land, urban black community leaders, "romelané officers", and
NAFCOC representatives, NzFCOC's conference resoluzions state

Qs ~
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"that blacks must immediately have the right to purchase any land in
South Africa on a freehold basis ... that all land, other than parks
and reserves, should be commercially used ... that communal use of
land is to be discouraged."™ While the Group Areas Act, as noted
earlier in the paper, prohibits black ownersuip of land outside the
*homelands", and while many rural blacks would appear to prefer the
traditional communal land tenure system, the NAFCOC conference
concluded in a manner which strengthened the support for a private
sector alternative to the land ownership dilemma facing South Africa.

The BMF conducts similar functions on behalf of black professionals
and labor officials by directing their program toward exposing the
general black community to business principles, influencing white
owned businesses to promote advancement throuch affirmative action
programs, and documenting the SAG's efforts to hinder black
professionals through education, housing and job reservacion
practices, Finally, the ACNEA has made major orcaniza:zional strides
recently, has ba::tled effectively the City Councils of Johannesburg,
burban, Cape Town and Bloemfontein to establish hawker areas and has
successfully defended hawker rights in courcts.

-n sum, che lobbyinc efforts of black business croups have o be
simultaneously focused on cthree distinct audiences -- the black
community, the white privace sector, and :the SAG. :Improved and
extended external nectworking and advocacy effor:ts must be pursued in
concert with internal inscticutional development in orzder to sustain
and deepen private enterprise suppor:.

b5, Micro and Small =nterprise Davelopment

Organization in the economic policy and advocacy arena will be
complemented by mutually reinforcing crassroo:s economic
organization and business development. Grant assistance will be
provided to groups providing credit, technical assistance, training
and institutional support to micro and small-scale enterprises.
tvaluacions of A.I.D. micro and smell-scale enterprise projeccs
worldwide demonstrate that loan programs wnich provide investment
and working capital to micro or small enterprises often have
internal rates of rezurn for economic benefits of over 100 percent,
and suggest that such procrams are "among “hu moSt successful
categories of all types of toreicn a2id programs (A.I.D. Tvaluation
Special Study No., 28, March 19E7)." Micro ané small enterprise loans
generate hich numbers of incomes and jobs per loan dollar inves:ted,
Loan recipients are able to expand their enterprises and enhance
their prospects for the future. Neichborhood businesses and their
emplovees, orcanized around small lending and business assistance

centers, can together increase their economic weicht and in South
r2frica s:rencthen the voice of their demands for a just and
prosperous post-apartcheié society.

by
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Given the current state of black business underdevelopment in south
Africa, and the myriad of constraints facing organizations
attempting to provide assistance to micro and small enterprises,
grant financing of credic and/or equity programs is considered
justified in the context of this pProject component. The substantial
socio-political externalities greatly exaggerate the purely
financial risks confronting such programs and the individual
businesses themselves. Nevertheless, grant financing will be
provided to intermediary orcanizations only, and on-~lending to
individual firms will be accomplished, to the extent possible, at
commercial market rates.

The precise contours of credit activities financed under this
component cannot be fully described in this project paper, due to
the complexity of the issues involved and the fact that the identitcy
of post-FY 87 crantees is unclear. For FY 87 USAID/SA has, through
an extensive process of consultation and propesal evealuation,
identified croups presently conducting the most innovative and
significant lencding programs in the micro and small enterprise
£ielé. USLID/Sh hes contracted with local black and U.S. experts to
intensively scrucinize these prodrams, and make recommendations as

to the agpropriate contents and scructure of loan schemes receiving
4.1.D. financing. Such analyses, wnicn have been welcomed by
prospective FY 87 grantees, will delve inco such issues as the
self-sustainecilizy of lending accivi-ies, whether working as
opposed to investment capital should be provided (and whezher to the
service or manufacturing sectors of the economy), the decree 0
which repayment plans should follow the cash flow or business plans
of loan recipients, the appropriate mechanics cof revolving loan

funds, &nd so on. (A more comprehensive description o: the factors
to be evaluaced can be found in Annex F, in zhe scopes of work of
the aforementioned contractors). UShID/Sh will conduct similazly
thorouch, individualized eveluations of future year grancees,
utilizing loczl and U.S. expertise as neceSsaiy. in this manner, a
more detailed and coherent lending program strategy appropriate to
<he Souzn African context will emerge throuch the proposal
evaluation and negotiation process.

Likewise, the exact parameters oI equity f£inancing aczivities cannot
be elaborated at this stage. Based on eveluation of proposals
received, no such programs are contemplated for FY 87, and USAID/SA
will proceed into this area only after extensive investigation of
the meriss of particular proposals and op:zions. External aypercise
will be called upon to assist in this process if and as reguized,
prior to USZID/SA entry into any crant agreement containing
financing for an egui:y participation scheme (other than &tnrough
loans or subloans), rID/Washington will De provided with complece
details for its review and approval. In no case 'ill such & pregram
contradict either 2.I.D. policy concerning private enterprise or
sound business and financial principles.
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Many black businesspersons are understandably weary of being
restricted to micro and small-scale enterprises. If this program
served solely as a stopgap relief measure to make present SAG
apartheid policies toward blacks more acceptable, it would be
unwarranted. Kowever, the program's principal contributions will be
to widen interest and suppor:c for free enterprise among blacks,
broaden opportunities for employment and upward economic and social
advancement, and contribute to momentum to end apartheid practices
designed to thwart black socio-economic advancement and integration
into the modern economy. ~Furthermore, most black businesses in
Ssouth Africa operate at the micro and small enterprise level; while
it is appropriate to look to the future, it would be inappropriate
to ignore present realities.

On a practical level, efficient operation of community businesses
will help communizies see the value of private enterprise once
blacks are allowed to compete. The procram will help provide an
orcanizational nucleus that will permi:c its beneficiaries to
specifically identif , and advocate market reforms
desicned o achieve 1o ipazion in economic development and

imary econory. More rogram activ.ties may provide a

1 <hus addressing one of the nost
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c. Parcicipgtion in the drimary EZconomy

One of the principal resul:s of the apartheid svstem has been to
exclude blacks from sicnificant participation in the management of
government ané private sector economic resources., Therefore, in
addizion to advocacy orcanization and grassroots economic
development, it 1s necessary to suppor:t ané encourage the éirect
participation of black business leaders and managers in the larger,
sophisticated sectors of south Africa's economy. This is a first
step towaré demonstrating their rightful role in major private and

public policy decision-making,

Severel black business groups have put forward proposals to
establish black-owned ané administered investnent vehicles. Among
the most prominen:t proposals are those relating to the creation of
new black-owneé and aérinistered develcpment banks, life insurance
and pension funé manacement companies, and investment capital
holéing companies, as well as the takeover of departing
mulcinationals or even whi:ze-owned South African companies.

%4
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mhese types of proposals form a complicated dilemma for USAID/SA.
on the one hand, USAID may be in a position to use its technical
expertise, project credibility and wide access to other interested
and capable parties to play a catalytic role in the implementation
of such initiatives. 1In the socio-political envirorment in South
Africa, they would be recognized as something of a historical
breakthrough., Moreover, successful projects of this nature could
exert a powerful demonstration effect among all South Africans by
testifying not only to the ability of black leaders to manage a
sophisticated economy, but also to the broad-based economic benefits
under a system of black capitalism.

on the other hand, these proposals pose very significant risks to
the credibility of USAID/SA. First, they t2nd, mcre than
interventions in other areas, to visibly align USAID/SAh with
particular commercial and political interests, which might in turn
jead to alienation of other similar intereste not accomodated in an
A.I.D. funding decision., In general, black South Africans should be
making such key, primary sector investinent choices; the local
environment is too politically volatile for USAID/Sh to be acting as

a direct lender to :he black private sector. Seconé, many of the
recuirements for olacks to enzer the primary economy hinge on large
guancities of capizal., In many instances, these financiel neecs Zar
exceed what LID has contemplazed for its entire South African
program, & related point is that these proposals raise technicel,
feasibilitv and implementa:zion issues that may strecch the
instizuczional cepability of USAID/SA to the limiz. rTinally, any
attempt now to move largely inexperienced black business leaders and
orcanizations into center stage positions in ownership, leadership
ané management of commercizl assets in sophisticated national and ‘
international capi:zzl mar etws may be precipitous. A hicghly visible
failure, or irreculariszies in administrazion (such as recent
allecations cf mis-management of the African Bank and the
supermarket group 2lackchain) would stroncly reinforce prevailing

neca-ive ‘impressions of black management capabilities, and appear to
substancziate the often éismissive and paternalistic attitudes of
wnite managemen:t executives in South Africa's business
es-ablishmenz. AS a result, USAZD/SA crecdibilicty among blacks and
whites in the country would be severely undermined,

Consequently, USAID/Sh will proceeé carefully in its consideration,
anslysis, and development of primary economy activities., USARID/SA
will Getermine whether to fund proposal feasibility studies, or
wnezher to go ahead in individual cases and partially fund a portion
of the development costs., Depending on the results of tnese
initiatives, USLID/SA would then be in a position to de-e:mine
wnezher furcther technical assistance or more éirect USAID
participazion in the form of loan or egui:y capitel, was warranted,

b7
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In the case of proposals to assist particular companies, USAID/SA
would prefer, whenever possible to channel its support through South
African (and preferably black) financial intermediaries., Again, as
discussed previously in relation to the Micro and Small Enterprise
Development component, to the extent possible given local economic,
financial and political conditions, the final beneficiaries of any
A.l1.D.-supported loan, equity or quarantee scheme will borrow at
commercial market rates,

Once more, the details of credit and/or equity activities carried
out under this component cannot be accurately provided at this
point, due to the complex issues at stake and the fact that
satisfactory proposals in this vein have yet to be received by
USAID/SA. No such programs will be supported in FY67, and any
fuzure financing will be forthcoming only after detailed analyses
such as those described in the Micro and Small Encerprise
Development Section, above, External assistance in cthe form of
local black and/or U.S5. experzise will be utilized if necessary. 1In
the case of ecuity activities, LID/washingrton review and approval
will be obtained prior to USAID/SA entry into any funding agreement
which £inances an ecuity parcicipation program (other than through
loans or subloans).

To assist in the development of top black management and leadership
in the primary economy, USLID/Sr Will support or help creace bodies
which facilicete the growth and improve the decision-naking
responsibilicies of 2lack managers in the corporate bureacracies of
whice-owned firms, Aaddizionally, chrough assistance to and the
formation of affirmetive purchasing plans, USAID/SA may help tlack
businesses to secure volumes sufficient t0 expand, attract new
eguity, ancd cuelify for loans. rFinally, because the primary econonmy
of South nfrica is extremely sophisticated, ané as complex as that
of most :turopean and Asian nations, USLID/SA will continue to study
and analyze oppor:urites and possibilities for intervention
independently throuch & seperate Project Guicance and Coordinaction
component. (See Section IV-B, Project Components and Inputs). This
Project component deals with a rerribly imposing, cvnamic
environmenz. ictivities contempleted and financed in this area will
require a creater level of understanding and analysis, buc USAID/SA
must have the flexibility to respond to the targets cf opportunity
created for and by experienced black enterpreneurs and professionals,

5. Other ponors

hscistance in the black enterprise development field has been
provided predominantly throuanh individual nulcinational firms, cthe
Sullivan Sicnatories 2ssociation, large, white-owned South African
companies, severzl SAG financed development tanks, 2nd fcreion and
local foundetions, Consumer Behavior escimated tha: apuroximatzely
$30.0 million had been spent collectively by chese organizactions
cince 1980 on black business-related escistance, wWnile many 7.S.
Conmpanies having olack business programs are membere of the Sullivan

(B}
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Association, they most frequently prefer to operate independently
rather than in collaboration with others. Similarly, many British,
putch, German and large south African corporations assist black
private enterprise. A partial listing of important private sector-
sponsored activities include:

factory establishment (Norton Abrasives):

retailing (Unilever);

business counselling (Colgate-Palmolive);

management skills training (Metro-Manacement);

entrepreneural training (Bar low-Rand and Adenhauer Foundation);
training (Shell);

training program counselling (National cash Register);

credit (Barclays, Standard, Citibank, IBM and Mopil); and
business scholarships (IBl, accounting firms, anglo-american and

Rembrandt Group).

% % % * »

* B * *»

on the whole, private sector-sponsored assistance is viewed by black
business as being technically sound and generally appropriate.
yowever, business-supported activities have also been cricized as
being hastily formulated, with litcle black involvenent, and then
implemented inflexibly and without blacks at cthe nelm,

as far as other sources are concerned, the Southern african
pevelopmen: 3ank, S3DC, and the gevelopment banks of the
"independent states" and "self-governing homelancs" also have
lendinc and tecnnical assistance programs for black
businesspersons. However, these SAG bodies a3 well as the
procramming they provide have been freguenzly criticizeé for
providing too little ascisgcance andé then only in response <o
political rather then financial criceria.

In sum, wnile corporate responsibility and other programs are
focusing more and more on black business procrams, coordination
among donor orcanizations and betwWeen «nem and the black community
should be improved. hdditionally, the black communizy in generel,
and black businesspersons in particular, feel that more consultation
must precede corporate programming. Moreover, tnose programs which
are well-conceived from the stané point of consulzation frequently
suffer from a distinct lack of black leadership and decision making
during implementation,

Overall, the level of resources Girected at black privete enterprise
gevalopment is and has been small relazive to the need and the siZe
of the South zfrican economy. One leading plack businessman hinted
at the scope of the challenge by suggesting cthat a "Marsnall Plan”
£or black business was needed to oveIcome he economic disgparity

b izy
paectween blacks and whites in South nfrica ané avoid economic chaos,

V7
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Given the magnitude of the problem, A.I.D. funding, in concert with
that from ot-her sources, has and will continue to provide only the
most basic of requirements, Nonetheless, strategically planned and
positioned resources in the hands of black business can begin the
process that will ultimately lead to greater buiack participation in
the Ssouth African economy.

6. Implementation Strateay

AS with other projects in USAID/SA's portfolio, this Project will be
implemented by responding to proposals from South African
organizations, Criteria for responding to proposals are specified
in section IV-C, Selection Criteria. The rationale for such an
implementation strategy in this Project is threefold:

* AS discussed earlier, many black community leaders and activists
are skeptical of underlving U.S., interests in promoting private
enterprise development, Concerns range from a supposed American
imperialistic attempt to define South africa's future economy to
promoting a complacent black midéle class that will undermine or
slow the scrugale against apartheid. In order to avoid
accusations of foreicn interventionism or manipulation, USRID/SA
muUSt operate responsively racher than proactively,

* The strugcle of blacks acainst apartheid focuses on their
exclusion from decision-naking power over resources anc¢, hence,
over their own socizl, economic ané polirical destiny. 1If U,S,
assistance is vo make an immediate difference in Soucth African
sociecy, it mus: place blacks in a decision-making role, This
will be done most effectively and demonscrébly dy recponding to
the ideas of black South Africans.

* A5 A.I.D. has found in countries worldwide, cdialogue between
donor and cgrantee is critical to promoting effective procrams
tnat address the concerns of bo:ih orcanizations. 1Inevitably,
the frankness 0f such interchancges depencs on confidence and
trust, At this early stage of the Project, USAID/SA mus:t De
particulerly careful to offer suggestions which will help
grantees achieve their objectives rather than recefine crantee
programs. However, civen the apolitical nature of sound
business principles, there may be creater room for exchancing
programming ideas and implementation strategies as USAID/crantee
relactionships and orcanizational confidence develops.
Ultimacely, however, to continue operating effectively in Sotth
Africs, USAID/SA must respect the final decisions of actual or
potentizl crantees,

* USKID/SA recocnizes fully thaet black private enterpuise
develooment mus: be approached slowly and f£rom a :thorouchly
sound analvv .cal zase. TheSe recuirements are parcticularly
imporzant ».ch recaré £o activities undir the Parcticipation in
zhe Primary Tconomy component of this Project. Therefore, <
assure credibilizy and to be well-placed o respond O
markec-cenerazed oppour:inities, & separate Guidance and
Coordinz:ion componenst (see Section IV-3-4) i5 reguired and muss
be implemented expeditiously, Increased gualicy cf zrivate
gseczor Droposals, as well as enhanced USRID/SA rnowlsdge of and
activity in tne privaze enterprise field, will rasul: only from
n = e ae memal s - drmssnmeldagedman amAd wraginin~
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7. Involvement of Women

It is essential that any project focused on community or enterprise
development contain a component dealing affirmatively with women.

In the South African context, women victimized by apartheid are even
worse off than men, in that they are also subject to a multiplicity
of laws which effectively relegate them to the status of minors.
Women are not permitted access to credit through formal mechanisms,
even when they can provide the necessary collateral, without having
their husband's guarantee and signature of approval. Apart from the
obvious discrimination, this is often impossible given the social
dislocation, domestic problems and male absenteeism apartheid has
made characteristic of many black households.

Womer have always used the informal sector as a means of increasinfp
their income and thus improving the welfare of their families. They
do this either on a micro scale -- by embarking on a buying, selling
and hawking venture in addition to another job -~ or in the form of
an unlicensed business venture. Both op:tions are sadéled with the
problem of limited access to capital, markets, and discounted
inputs. While most women are engaaed in the informal sector as
petty traders, producers and sellers of home iadustry products, or
shebeen owners, some have moved into more formal (aldeit
small-scale) businesses. Increasingly, this mov/ement to small scale
business appears to the choice of better educated women who, are
still essentially precluded from entering the corporate world i{n any
meaningful way,

In South Africa there is a multiplier effect from providing women
with access to credit or allowing them to benefit from business
training, marketing and buying strateaies, ASs nas been proven
elsewhere, South African women, more than men, appear to Use income
earned from business ventures to improve the well-being of their
families. The links between income earning and concern for improved
family nutricion and health care, as well as improved educational
opportunitcies fur otfspring -- particulazly female childéren -- are
clear. similarly, any meaningful involvement in the economy and
labor force allows women to feel that they have a role and status
within the society and their own family structures that permits them
to have some con:trol over their own lives and to participaze in
decision-making. The benefits of this are endless, particularly in
the context of apartheid and attempts to move towards a
post-apartheid South Africa.

without involving women, any initiative runs the risk of either

egarding their role in the economic and social structure of the
sociezy or 2ffirming a discriminatory stacus guo, Far from
facilitazing the process of change, it thus becomes a fac:tor in
perpesuating the marginalization of one sector of society, and in
contributing to a situation of ineguality and disadvantage which
will remain to be addéressed in a post-apartheid South Africa, Given
the involvement and role of women in the economy, and thelr freguent
status as the sole supporters of families, this would be a grave
disservice, to say :the least,

1)
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The number and type of women beneficiaries included in any private
sector initiative are hard to quantify, as such estimates are

" totally dependent on both the amounts of money involved and the
degree to which the program targets women. The range of
beneficiaries encompasses: micro-traders, mostly operating as
individuals; producers and sellers of goods, again on a very small
scale; those who have formed cooperatives to produce and sell goods;
those who, either singly or in partnership with other women, have
entered into a formal retail business; those who have started
service industries which cannot expand due to lack of venture
capital; those who are increasingly looking to a more challenging
entrepreneurial career as an alcernative to a low level corporate
position; and those who strive to ascend the professional ranks of
big businesses in the primary sector. The number of beneficiaries
also varies according to the enterprise involved -- small-scale
petty traders have much lower needs than those wishing to establish
larner, more formal ventures, What is clear, however, is that the
number of beneficiaries goes far beyond the actual number of women
directly involved, and that the ramifications ex:tend far bevond the
mere success 0f the business venture. The social benefi:zs cannot be
underestimated, nor can the socio-political spin offs of allowing
women to increase the control they have over their own lives and
those of their children,

The Project will seek to involve women by ensuring that the
following objects are accomplished:

* the concerns and problems of women entrepgreneurs and managers -
nust pe taken into account in advocacy activities; :

* credit facilities must be structured to ensure that women's
needs are considered and mect;

* the status of women hawkers and informal traders, and the
special problems faced by them, must be a factor in any
negotiations with croups providing credit and training for
micro-encerprises;

* women entrepreneurs and managers must, to the extent possible,
be included in any negotiations conducted with bodies such as
NAFCOC and BMF;

* the involvement of women must be a factor in the consideration
of proposals received;

'* where appropriate, all crant or cooperazive agreements concluded
under the Project shall require grantees to report on how
program activities have foscered women's participation in
private enterprise and the South African econony.

Ny
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USAID/SA, while it cannot dictate to potential and existing
grantees, will ensure that they are aware of our concerns as regards
women, and of our aim to meaningfully include women and adequately
address their needs in all projects. Additionally, USAID/SA will
consistently artempt to raise the issue of women as traders,
managers, workers and entrepreneurs in all discussions of the
private sector and those disadvantaged by apartheid, and attempt to
raise the consciousness of all those involved as to the important

role played by women, and the need to facilitate their access to all -

sectors of the economy.
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IV. PROJECT DESCRIPTION

A. PROJECT GOAL, PURPOSE AND OUTPUT

As detailed and qualified in the Project Log Frame (Annexu:e A), presented
below are key Project objectives and motivations: ,

GOAL mo promote, through peaceful means, an end to apartheid and the
emergence of a nonracial and democratic society in South Africa.

PURPOSE To assist black South Africans in overcoming the political,
regulatory, economic, technical, social and attitudinal constraints
that have stemmed from apartheid and operated to prevent their
equitable participation in the South African economy as owners,
managers or employees of private enterprises.,

OUTPUTS 1. Strengthened and functioning networks among black businesses
capable of identifying, researching, analyzing and disseminating
information and positions on the constraints to, and the role of,
blacks in private enterprise in South africa.

2. Increased dialogue among black businesspersons and between black
business groups and the broader black communizy, ané between Dlack
business groups and white businesspersons and those who would
promote change within the SAG.

2. Improved decision-making, leadership and business skills among

- e

black entrepreneurs and managers.

4. Se

f-sustaining credit programs for micro and small black .
enterpr :

1
e} ises.

5. Creation and enhancement of institutions and mechanisms:to he‘
black businesspersons overcome the financial and atc: itudinal :
constraints in South Africa's primary economy.

3. PROJECT COMPONZINTS AND INPUTS

The Project consists of four separate but closely interrelated components. A
previously explained in decail in Section III-B, droject Strategy, the complex
problems facing black business dictate that inputs funded under any component
will seldom support only a sincle Project output, but in nmost cases will lead
to several (or even all) anticipated Project outputs. To locically croup
Project concepts as well as for USAID/ShA administrative ease, the project
contains three direct assistance components -- Institttional Development and
advocacy, Micro and 3me&ll Tnterprise Devalooﬁen., ané rarcici, ition in the
Primary Zconomy. & fousth component, Project Guidance and Cooriinution, will
supply needed ewp se and zraininc zo supportc Project manacemen:t, research,
and s:tratecic p;an requirements. That all four components may contain the
same input (e.g. ¢ ical assiszance) is a refieczion of =he multcifaceted
approach neeged ev 0 becin to have an jimpact on the apa:r:heid system in
cerms of zlack zriv encterprise development.,

\
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The estimated budgets for each component have been derjved by evaluating a
number of relevant factors, including: (a) the nature and financial value of
proposals possessing prima facie merit received by USAID/SA at the time of
project design, with extrapolations being utilized to project visible trends
over five years; (b) assessments by black businesspersons and others
possessing relevant knowledge of the different components relative importance
in an overall strategy of black private enterprise development in South
Africa; (c) the relative strengths/weaknesses of existing institutions and
programs operating in each component area. While necessarily imprecise given
the sheer underdevelopment of black entrepreneurship and economic
institutions, such indicators have provided a basis for the respective
component budgets listed below, More specific cost projections and underlying
financial assumptions are provided in Annex E, while annual cost estimates for
each Project component for the five fiscal :rear: 1987 - 1991 are found in
Section Vv-A, Obligations,

1. Institutional pevelopment and Advocacyv ($6,180,000)

In order to develop the appropriate networks and structures to advocate and
lobby for black private enterprise, and to facilitate dialogue with the
broader black community, the white private sector, international organizations
and the SAG, black business groups seek to strengthen and develop uiits,
programs and operations within their orcanizations., 1Inputs provided under
this component will support ins:itutional development and heightened analytic
research and communicative capabilities in order to strencthen the capacity of
black business o advocate and successfully promcte eccnomic and politiceal
reform, includinc the removal of specific apartheid laws and practices. Such
enhanced capabilities will also assist Dlack business in conveying the merics
and achievements of black enterprise in a free market econcmic system to the
black community, the white private sector, and the SAG. A.I.D.-financed
inputs for the institutional development and advocacy elements of :his
component are decailed below,

a. Institutional Development

mo enhance and facilitate the capacity of oraganizations to carry ou*
dialogue and advocacy activities, project inputs will include:

* mTechnical Assistance - to help plan, execute and evaluace
organizationzl developmentz.

*  support Costs - -0 offset operational expenditures (salaries,
travel, telephone, office, per diem, etc,) for advocacy, publiec
relations and research programs and unics.

* Commodities -~ to improve institutional efficiency through cthe
purchase of copying machines, :ypewriters, computers, telex
machines and other eguipment and supplies,

* Training - o upcrade the knowledze and skills ba e of key
perm&nens encloyees, members and leaders of organizations
through shor:c and long-term studies at South 2frican and U.S. -
unive:sicles, institutes ané associacions ., :



-50-

Due to the effects of apartheid, institutional weakness is a
common phenomenon among black business organizations, ang
institution-building will therefore be a particularly important
component of numerous grants under the Project. In deciding
what mix of the above inputs are appropriate for particular
grantees, USAID/SA will conduct individualized analyses of such
grantees, including examinations of personnel quality,
efficiency of planning and decision-making processes, financial
posture, capacity to respond to constituent needs,
organizational structure, and so on, Specific examples of the
type of in-depth institutional assessments planned by USAID/SA
can be found in Annex G, which contains scopes of work for U.S.
contractors to evaluate three potential grantees,

b. Advocacy

To organize and strengthen networks among black business croups, and
to enhance and deepen the content of their discussions with the
white private sector, the SAG, and the rest of the black community,
the following inputs are reguired:

* Conferences/Workshops/Seminars/Meetings/Forums/ School Progarams
- to facilitate communication between black business and :he
broader black community, the white private sector, the SAaG,
foreian business persons and governmenzs; and, for aspiring
entrepreneurs and managers, to discuss and communicate ideas,
concepts, recommendations, actions, proagress, results and
findings concerning black private enterprise developmen:.

* Technical Assistance - to research, validate, formulate and
support decision-making and position-taking on key private
enterprise issues affecting blacks,

* Training - to aid exchanges with similar support organizations
in the v.s. and other countries,

* Publications and Advertising - to produce and circulate studies,
books, statements, shadow white papers, conference resolutcions
and minutes, and newsletters, both foreign and local, which
disseminate research, findincs, conclusions and recommendations
regarding black private enterprise development.

2. Micro and small Enterprise Development (5,630,000)

This component will suppor: organizations responding to the
financial and business skills needs (bookkeening, markezing,
merchancising, etc.) of bo:zh potencial and exiscing micro and small
black encrepreneurs, in srder zo: expané dlack interaction with, and
economic penefits from, free encterprise; expand income generacion
and employment possipilities; ané, ul:imately, Supoort economic and
political change in Soucth 2frica. 1Inputs are:
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* Credit/Equity - to capitalize micro and small enterprises
through investment and/or working capital loan programs or
venture capital activities on a commercial, self-sustaining

basis.

*  support Costs - to offset operations expendituies (salaries,
travel, telephone, office, per diem, etc.) for lending, egquity
participation, training and technical assistance activities for
micro and small-scale entrepreneurs,

*  Technical Assistance - to help plan, execute, manage, monitor
and evaluate business development and training programs focused
on micro and small black entrepreneurs,

* Training - to increase the knowledage and effectiveness of micro
and small scale lending, training and technical assistance
programs by providing key emplovees and organizational leaders
with short and long-term study opportunities at local or U.S.
universities, instituctes, PV0's, banks and other organizacions,

* commodities - to improve micro and small-scale enterprise
development procramming efficiency through the purchase of

appropriace ecuipment and supplies.

3. Participation in the 2rimaryv Econonv(£5,70C,000)

To assist established black businesspersons to cain increased
influence in the primary economy and, by extension, in the political
arena, this component will assist orcanizations and individuals in
overcoming complex financial, skills-related and at:titudinal
constraincs which inhibit black leadership of and decision-making in
medium and large-scale enterprises, and whicn limic the formation
and ownership thereof, 1Inputs are:

* Technicel Assistance -~ to prepare pre-feasibility and
feasibility studies for major black-ownei (51 percen:) ventures
(banks, service and manufacturing companies, trusts, etc,); to
analyvze problems and recommend support programs for the
advancement of professional black managers; to desicn and
evaluate programs which involve the purchase of black supplied
goods and services by white-owned and international businesses;
and to help plan, execute, manage and evaluaze black business
activities directed at and operating in the primary sector,

* Training - o increase the knowledge and effe
management training programs and emplovees cf
primary sector by proviéing key employees, or
leaders and managers with short and long-term
or U.S. universities, institutes, businesses or o
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*+ Support Costs - to offset the operational expend1tures
(salaries, travel, telephone, office, per diem, etc,) associated
with managerial development, intermediary financial institutions
and purchasing activities.,

* commodities - to improve managerial development and purchasing
programs' efficiency through appropriate equipment and needed
supplies.

* Credit/Equity - to capitalize, on a commercial basis, a few key
black investments in the primary economy, wherever possible
through South African (and preferably black-owned and managed)
financial intermediaries. Any such programs will be subjected
to a thorough USAID/SA evaluation before being initiated, and
will comply with the guidelines described in Section III-B-4,
Stcrategy components. (Note: as A.I.D. does not control
sufficient funds to play a major role in the financial markets
of the primary economy, the purpose of participation would be to
signify confidence, act as a catalys:t, leverage other available
funds and/or make a symbolic action.)

4. PROJECT GUIDANCE AND COORDINATION ($l,620,000)

In addition to the direct assistance of the three components
describeé, the complexity of the Project reguires a separate
‘management, study and research component that provides long and
short-term technical assistance to US:LID/SA and training in support
of the Project itself., Because of the dynamic business environment
0f South africa, the number of expected crants, project management
demands, and the wide scope of the Project, assistance is required
to:
* gather, review, analyze and catalog information and data on
black private enterprise development;

* undertake and prepare required sub-sectoral.and'indiviéuaiﬂérgﬁg.
analyses; O R

* detail and refine Project plans and strategies;.
* introduce new concepts and ideas;

* assist in the monltorlng and evaluation of funding ptooosalg‘AEBQ'
apoproved grants : . IR

*  pursue concrete linkages and coordination among the
orcanizacions funded under the projec:;

* help define scopes of work for civerse studies/analyses, and the
technical assistcance and training recuired for each projec:
accivicy;



-53-

* help in the organization and logistics of international
exchanges and institutional arrangements; conference and seminar
planning, coordination and attendance; and international and
local training.

* monitor, evaluate, and adjust Project activities to reflect
initial results, new thinking and changing circumstances;

* Identify and follow up opportunities to further strengthen black
businesses and professional organizations,

To accomplish the above, the guidance and coordination component
will fund the following:

a) two lona-term personal services contractors, one US and one
black South african as Project Coordinators, to work for a
period of six yvears each;

b) local black business consultants and contractors for
shorc-term assignments over a period of six vears; and

c) short and long-term external and internal =raining at
universities, inscicutes, associations and business in the
U.S. and south Africa; :trainees would be selected from
individuals d&ireczly or indirectly participaszing in the
Project or black enterprise Gevelopment in general., (Foreian
training would be accomplished throuch buv-ins under the
External 3ursaries Project),

A great Jeal of enthusiasm for this Project has been generated by
and through black constltants, USLID/SA has had excellent
experiences with several black firms and individuals. Moreover,
the consultative and developmental role plaved by black business
professionals has been and will continue to be reinforced by their
experiencing our planning and analyticazl processes, 2n associazed
outpur of these activities is the emeraence of an enlarged and nore
sophisticated cadre of such black business professionals. To
ensure the continuation of such trends, and to provide for the
extensior and deepening of consultations so as to nurture fresh
input and ideas for the Project and USAID/Sh, Sicnificant tecnnical
a2ssistance and training is necessary and included under this
component,

C. SELECTION CRITZIEIA

this Project
ars., General

USAID/SA will idencify KGQO's for grant Suppo r
e
utlined and
a
g

on an annual basis corresponding to A.I.D. £
program criteria for all 1USAID/SA activities
described apove in Section II-8, A.I.D. in Sou
criteria for selecting black private enterprise o
activities pursuan: to :his Project are se:t forzh b

re
is
W
ica. Specific
nizaezions and
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1, Orcanizational Cri:eria

Organization should provide assistance to black
entrepreneurs and/or managers and reflect, in nature and
intent, the promotion of a just and productive post-apartheid

society.

Organizations selected should be black-owned and managed, or
should demonstrate a genuine commitment to increasing black
participation in leadership and decision-making roles at all
levels of program management,

Organizations selected should be supported by credible black
business and community leaders.

Organizations selected should provide the broadest possible
geograpnic base for the program,

Support shall not be civen to orcanizations which are _jlgﬁ-ﬂ7'
financed, influenced or conirclled by the SAG. o

Political parties shall not be funded.

Fundinc shall be limited to organizations deemed financially
responsible andé having sufficient management and technical
capabilities to carry ou: the activity.

zations should be based on and supporiive of democratzic
ples,

O
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2. Ceneral pctivitv Criteria

idered which strencthen the abilizy of
placks to assume their ricntful role in the managemen: of
South africa's economy anc government, and which will help
put an end to the apartheid sys&em.

Activizies will be cons

Activicies will be considered that have a high symbolic
effect relative to their cosct.

urces are

hctivicies receiving support from a variety of
preferable to activities where AID is the sole

funding,

v w
0 0
[ ¢

e
o 0

0
o
(2]

Activities will be considered that are financially and
commercially feasible and have the maximum possible number of
beneficiaries.

hctivities will be considered which logicallv leaé to
self-sufficiency in terms of finance and adminiszracion,

W
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* Financial and economic analyses of credit programs must
satisfy the technical soundness and sustainability
requirements of FAA Section 61l(a) as demonstrated by their
capitalization, the number and amount of subloans disbursed,
delinquency rates, market interest rates, commercial
perspective of the black sector and market, etc, Moreover,
to the maximum extent possible in the socio-political
environment of South Africa, USAID/SA will assure that the
A.I.D. Policy Paper on Private Enterprise Development is
closely adhered to,

* Support for feasibjlity studies or direct investment in private
firms will be reviewed on a case by case basis for compliance
with the legal restrictions of the CAAA (see Annexute C).

D. TYPES OF GRANTZIES AND PROGRAMS

To date, in the black private enterprise development area, USAID/SA
has received and analyzed twen:ty-two (22) proposals from eighteen
(18) oruanizations, which request support totalling over $30.0
million, ©Preliminary reviews have suggested that a minoricy of
these both possess merit and comport fully with the selection
criteria just detailed, This sectiun provides illustrative examples
of the types of crantees and procrams which may be funded or furcher
anelyzed through feasibility studies under the Project The
examples provided are also the grants recommended for ©Y 1987 A.I.D.
assistance. TheSe orcanizations and activities were selected based
on:

.
I3
<

* Dblack priorities ané needs as determined by consultations with
and surveys of the black community in general and black
businesspersons in parzicular;

* their adherence to program, organizational and activisy criteria;-

* previous USAID/S: experience with the program;

* the completeness and quality of the proposzls; and

* analyses concducted and recommendations made by Consume:r Behavior,

Organization and c¢rant descriptions provided below indicate probable
grant size, initial funcing increments, planned activi:ties and
applicable Project components, FrY 87 funding estimazes by Project
component are presented in chart form in Section V, Cost Zstimaces
and rinancial 2lan,

1, National rfrican Federaced Chamber 0f Comnmerce

as a national execuzive umbrella for

ers associacions, Today it has 18

owing membership exceeding 12,000 zraders
jectives are to:

NAFT0C wes creazed in 19
varlous regionel olack =
recional chambers with a
ané manufacturers, Izs 0O

Iyl » WO
" Q.
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* promote a spirit of co-opeiation and unity among black
businesses in Southern Africa;

* mobilize the black community towards self-help and full
participation in the economy of South Africa;

* further the development of the black business community by
sponsoring needed industrial, ccmmercial and agricultural
projects; collating and disseminating information on business
matters; awarding scholarships; and orcanizing special training
courses and seminars for businesspersons;

* protect the rights and interests of blacks in business by
opposing measures which directly or indirectly obstruct their
progress; and

* serve as the sole body representing black business interescts
nationally.

NAFCOC activities include organization of business conferences,
production of a monthly business magazine, and sponsorship of
students for commercial and industrial training at various South
African universicies and technical schools. In adéition, NAFCOC
nas assisted the ectablishment of » jor black enterprises including
the african 3ank, the only black coutrolle¢ bank in South Africa,

NAFCOC is currently receivinc assistance, described earlier, under
che s 3,000,000 %.I.D. Encrepreneurial Training for Disadvantaged
Souzh Africans project (696-0220) apd a $ 160,000 rcianning gran:

Zrom USxID/SA, par< of which was used to finance
Behavior survey. NAFCOC has zlso received a §

he Consuner
1 m
from the German tmbassy for development of a trai

.5 million ¢rant
ning facilizy.
The Black Private Sector Assessment financed by the planning ¢
recommends & s:tratecy for development of a policy research cap
in NAFCOC and feorganization of NAFCOC's administrative scrucs
r suit the inplementation of its programs over the next f
NLFCOC fully concurs with these areas of feozus and nee
ance. i new ¢rant to NAFCOC of up to § 3,000,000 under
lanned :o cover the costs of these two initiatives over
Is. The first increment of funding in FY 87 is
§€1,425,000.

The planned NAFCOC grant of up to §3,000,000 is the single larges:
oblication presently contemplated under the Project. USAID/SA
recognizes tha: guestions may be raised abou: the appropriatceness of
such substanctial sugpor:, especially in light of the mid-term
evaluation of the Entrepreneurial Training for Disadvantaged Soutzh
hfcicans Project, wnich pointed out severzl areas of adminisctraszive
and financial weakness in NAFCOC. Wwhile acknowledging such

concerns, USHID/SA telieves that NAFCOT is worthy cf the anzicipated
funéing level, for the following main reasons:
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* NAFCOC is the only institution of its kind in South
Africa. There is an evident need for an umbrella body to provide
the sort of research, member support, and coordinating activities
undertaken by NAFCOC. <ae common, apartheid-created obstacles faced
by all black entrepreneurs overshadow what differences exist between
them, and NAFCCC is the sole black enterprise support group to
represent the whule spectrum of black businesspersons., The Get
Ahead Foundation's activities focus primarily on the small and
micro-scale sectors of the economy, and the Black Management Forum
caters to professional managers in the primary sector; the field is
barren of other large-scale institutions, Despite its
administrative and financial difficulties, NAFCOC has a respectable
23 year track record of fostering the interests of small, medium and
large scale black business, a developed nationwide structure, and a
paying membership in £five figures. Moreover, NAFCOC has
demonstrated an abiliiy, unusual in the South african context, of
avoiding severe factionalism,

* NAFCOC's poctential is substantial, The economic experience of
the ruling, Afrikaans-speaking whites themselves demonstrates the
potential vpotency of coordinating ané mobilizing business anij
financial institutions, even small-scale ones. KAFCOC has been
involveé in a cisproporzionate number of those innovations that have
taken place to date 1n the tlack enterprise £:eld, such as che
creatzion of the African 3ank, Moreover, it has achieved a status to
the point wnere its conferences attract widespread business & media
ttention, and where the covernnment formeally sits d

down with it once
a vear for an exchanage of views, The cuality of leadership
available to KAFCOC, while somewhat uneven, cives cause to believe
that far more in the wav of subf:antive achievements is conceivable
in the fucure,

zlchouch crivical
f NAFCOC's

* NAFCOC 's weaknesses are cacable of recress
of cerctain acministracive and financial aspe c
operations, the mid-term evaluation of the T epreneurial Training
for Disadvantaged South Africans Project went on to recommend that
these areas rank as future funding priorities, Fror its par:c, NAPCOC
has cemonscreted & willingness to concecde its shcrscomings in these
areas, ané to take steps to redress them. USKID/SA his had
loncscanding éiscussions with NAFCOC concerning such issues,
culminating in a $160,000 planning grant in FY 86 and a nutual
recognition at present =hat acdcdizional concrete reform measures arce
necessary, Dizlogue is currenzly taking place be<ween K2FCOZ and
USAID/Sk over what form such measures should take; based on this as
well as the sugges:tions of an external evazluazion team contracted by
the Mission, a strategy to increase the institutions's
aéministracive efficiency will be contained in fucture granc
agreements., While fullv aware of the rroblems, USLID/ShA feels
confident that with the combination of proper inputs and KATCOl'Ss
commitment, such difficulcies are capable ¢f being overcone,

(o]
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2. Get Ahead Foundation

The Get Ahead Foundation is black-owned and is registered as a
non-profit organization in South Africa, 1Its objectives are to
assist black business by:

* enabling entrepreneurs to become established in suitable
premises;

* promoting black entrepreneurs by publiicizing their goods and o
services amongst larger organizations and the black community; '

* creating employment and job opportunities for black people
through various training programs;

* assisting the black informal sector with a small loan scheme;

* cutting the regulatory red tape that inhibits emerging black
businesses; and

* advocating deregulation.

Get rhead has a broad community and regional base with offices
esteblished in the townships of Atteridgeville, Manmeloidi,
Soshanguve, Mothultung and Winterveldr in the northern Transvaal,
Soweto, Alexandra and Tembise in the southern Transvaal, Crossrcoads
in the Western Cape, xwalakhele/New Brighton in the Zastern Cape,
ané burben and Acornhoek in Natal., 1In order zo ensure the broadest
pcesible community support, offices are only established after
extensive discussions and negntiations with local community

leaders. Community parcticipation continues as specific programs are
implemented.

Ge: ahead is currently implementing the following programs:

* Job Creation. The Foundation provides training and adviso:iy
2ssiscance through activities that vary from construction of
classrooms toO advertising the services of artisans in zhe
arcritecturzl and building professions,

* Pprovision of Micro-loans, The Foundation makes loans,
generally of R 300 (U.S. $130) or less to informal sector
entreprenuers such as hawkers., Interest is charged at the race
of 10 c per R 25 per week, for an effective annual interest race
of approximately 20 percent. This program is administered
through the Ge:t Up Lending ~rust.

%f
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'« - Encouragement of Informal Markets. The Foundation builds or

 adapts premises in black and white areas for people to make and

sell their goods.

+ provision of Venture Capital. The Fouadation makes larger loans

ranging from R 500 to R 20,000 (U.S. $250 to U.S. $10,000) for
formal sector type activities such as welding, clothlng »
manufacturing, printing and taxi operation. (Note that in
strict financial terms such loans would not be considered

venture capital.) Many of the aided enterprises are unlicensed .

and do not pay taxes.

+ rronting., The Foundation signs leases for industrial and
commercial premises in white areas, and then sublets to black
tenants.

* Mentoring., The Foundation provides counseling services through
black managers who are seconded from companies for a morning a
week or month. Aabout 60 companies currencly participate in the
program. <tTach mentor develops a regular relationship with two
or three black businesses.

* jgoldine of Seminars. The Foundation arranges training meetincs
for black businesspersons covering subjects such as management,
client relationships, marketing, bookkeeping and accounting.

* Support for Jabavu Crossroads Shopping Cencer 3uv-out, The
Foundation is involved in a buy-out program for an insolvent
shopping center complex in Soweto, formerly 49 percent
whice-ownes,

*+ Creation of an Anti-zoartheid Ccode of Conéuct. The Foundation
is developing a code fashioned on the ZEC and Sullivan Codes
that South 2frican businesses will be urged to adopt.

The Project will contribute to the cost of Get ahead's credit,
technical assistance, and training programs for micro ané small
scale entrepreneurs with assistance totaliing up o $2,000,000 over
the nex:t five vears. This amount will be adjusted upwaré or
downward depending upon actual implementation progress and
achievement of goels. FY 87 funding is estimated at $l,330,000.

mhe magnitude of potential funding for Get Aread reflects Get
ahead's prominence in the small and micro-loan field, tne importance
of such credit facilicies in any strategy for micro and small
enterprise development, and favorable USZID/SAx experience to cate
with the inscitution. The Mission has previously suppor:ed Get
rhead's fronting ané lecal assistance programes, both of wnich were
run professionally and to positive effect., As in the case of all
other prospective recipients of Project financing, more extensive



-60-

" evaluation of Get Ahead's administrative and programmatic capacities.
will be carried out before grant negotiations are commenced; such
evaluations will bear heavily on the nature and content of an
ultimate funding agreement.

3. Black Management Forum

The BMF was founded in 1976 by a group of black managers working for
south African companies. The organization's main objective is to
assist in developing and advancing blacks in business organizations
so that they may bec¢ . effective professional managers. BMF's
primary activities } Deen publication of a quarterly newsletter
and organization of .cums, seminars, meetings, and workshops by
member volunteers responsible for portfolios covering Research and
information, tducation and Training, Membership, Fundraising, and
Publicity.

In late 1986, the BMF set out to establish an administrative
infrastructure including offices and full-time paid staff. The
organization proposes to develop the following: :

* a research and information unit which will be responsible for
conducting research on black managers and also for s.udylng
attizudes of wnice managers towards black advancement

* an education and “raining unit which will be responsible for
designing and identifying suitable management program: for
training and developing managers;

* a lobbying unit to decign and monitor an affirmative action
employment program and involve black professionals in the
"indigenization of businesses in the Firs: World econony."

* a monthly macarine, crowing out of the organiza-ion's guarterly
newsletter and extending its coverage of BMF activities to
incorporate stories on a wider range of leadership in che black
communily; and

* an expanded, more ambitious program of 3MF-supported
conferences, meetings and seminars.

The Project will support these institution- building, advocacy,
management tralnlng and primary economy programs with a grant of
$500,000 to finance activities over the next 3 vears.

4, Association of 3lack Accountants 0f South Africa

The %3ASA was founded in 1985 as a support group for black Souch
African accountants, I:s goals are to:

B )
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* increase job opportunities for black accountants, and promotef_‘
their career development; - S :

* upgrade educational opportunities for black accounting students[
thereby enchancing the skills possessed by such indiViduals upon
entrance into the profession; ,

*  build support networks for black accounting students;

* increase the awareness among blacks of the accounting process of
improving the self-image and self-confidence of South African
blacks. :

Although still a young organization, the ABASA has already recorded
several impressive organizational and programmatic achievements.
Despite the extremely small size of its professional community -- a
direct legacy of apartheid discrimination -- the group has
established strong international ties to sister organizations,
launched bursary and other assistance programs, forged links with
universities and other domestic support organizations, and started
publishing a newsletter. To help suppor= an ambicious program of
activities planned by the ABASA the Project will provide financing
£ some $50,000 in 7Y 87 to offset the costs of national and branch
operacions, publications and public relations activities, resear ch,
and networking. Further funding in the future is a possibility.

5. Black =conomic pevelopment Fund

One of the resolutions passed at the Janua'v 1987 meeting of
NAFCOC's Transvaal Regional Convention (NATRECO) concerned the
establishmen: of a Black :zconomic Development Funé. The Convention
concluded that the existing black economic development agencies and
corporations and their programs were fundamentally £lawed because
they were cremised on white South Africans trying to do cthings for
and on behalf of black South africa. The Convention proposed a
black-Geveloped and managed rund to break the aparctheid-based under-
development of the black economy in South :frica.

NATRECO has requested financial assistance to analyse the level of
support for the rund idea in the general black community, the
potential foci of the Fund's activities, technical considerations
for founding ané operating a fund and requisite financial
institutions, and the strencths and weaknesses of other financial
instituctions attempting to serve the black community. Specifically,
NATRECO proposes a pre-feasibility study that would establish the
following:

* the reasons why developmen: corporations, foundations, bank
programs and social responsibili:ty programs established and
designed to move blacks forward economically have failed to
vield positive resulcs;

* the measures that black leadership groupings think can be taken
to bring about real black economic development;
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+ a survey of opinions on and attitudes toward a Black Economic
pevelopment Fund owned and utilized by blacks; o ' ’

* the types of projects/programs such a Fund would be expected to
finance and support = i.e., the scope of the fund (business,
infrastructure and/or community activities);

* the expected differences between the envisaged Fund and other
planned and existing financial programs, €.g. the SBDC, IBM,
coca Cola, Barclays, standard Bank and *Gevelopment® banks;

* the desired type of trustee or financial institution to serve as
custodian and implementor of the envisaged Fund;

* an analysis of local and international legal, economic and
banking requirements for a rund of this nature; and

* preliminary investigation of lending terms and conditions to
ensure the long-term self-sufficiency and growth of the fund.,

The NATRECO proposal includes a study mechodology that provides for
library/literature searches, opinion/attitude surveys and visics to
international development instictutions. The Project will finance
the estimated § 50,000 cost of che pre-feasibility study.

1f the pre-feasibility study confirms the technical merit of the
rund concept and its acceptance by the black communizy , NATRECO has
ingicated that it will then commission.a full feasibilicy study
focusing on :he detziled implementation procedures of the Fund and
che monitoring of the specific programs.

6. rcrican National Insurance company

an organizing conmittee consisting of American and black south
African business interests has submizced proposals for developing
and financing an african National i."nrance company (at a level of
U.S. $‘8,000,000), and developing a procram for recruiting and
training management for the new company (at a cost of U.S. $
24,300). The insurance company is proposed as a basic and effective
form of resource mobilizacion, providing an efficient allocational
mechanism for savings. Investible capital would bde directed toward
mortgage securities, financing for black projects, and a venture
capital fund to stimulace small business opporcunities,

ae
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USAID/SA review of the insurance company proposal has raised serious
questions that may best be answered through a feasibility or
pre-feasibility study. These questions relate to the ownership and
management structure of the company, SAG involvement (through
reserve requirements), market analysis, financial analysis, and the
proposal's relationship to USAID/SA program priorities. The
recruitment and training proposal is considered premature as long as
these basic gquestions about feasibility remain unanswered. As the
Insurance Company is proposed as a private company, USAID/SA may
provide some 50 percent of the costs of the pre- feasibility study
(0.s. $50,000).

7. African council of Nvanagas and Hawkers Association

The ACNHA was formed in April 1986 as an umbrella body for trade
groups representing hawkers, informal manufacturers, informal
traders and nyangas (suppliers of traditional herbs, remedies and
tonics). The major objectives of the orcanization are to advocate
the abolition of restrictive regulations that discourage the black
entrepreneur, and to provide members with legal, marketing,
management and training supporc. The ACNEA has about 12,000
members, with a head office in Johannesburg and branches in
Pretoria, Durban, Port tlizabeth, Cape Town, Mariczburg and
Pietersburc. The Project will initially provide the organization
with about $ 75,000 in FY 87 to finance general operating costs and
legal fees, and to enrich training programs and install a revolving
credit fund. Additional funds may be made available should the
credit fund prove successful and more hawkers seek ACNHA training,

"‘(\,,
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V. COST SSTIMATES AND FINANCIAL PﬁAN,;

A. OBLIGATIONS

obligations for the project will total $ 19.5 million and are
planned over the five fiscal years from 1987 to 1991. The Project
Assistance completion pate is December 31, 1993, which will permit
full implementation of FY 91 obligations and complete ucilization of
prior years' funding availabilities.

The figure of $19.5 million represents USAID/SA'S best estimate of
the amount of money that can be efficiently absorbed by appropriate
black private enterprise development programs over the next five
years. ifn arriving at the figure, <he most important calculation
was an initial assessment of what percentage of the €30 million
worth of proposals received to date by ysaID/SA satisfied applicable
project criteria. The Mission then used this proportion as a basis
£rom which to extrapolate a 5 year estimate of fundable proposals
and programs, taking as an assumption that the rate of applications
for assistance would remain relatively constant over this period.
for purpose of the exsrcise, separation of meritorious from other
proposals was accomplished through preliminary agplication of the
criteria specified in Section Iv-C, Selection criceriea.

Making accurace medium and long-term zinancial projections in an
environment as complex, unstable and uncharced as the one
surrounéding this Project is extremely difficulc. uowever, in the
circumscances the figure reflects USAID/SA'S current best effort ac
judging what is noth agpropriate and seagible in the unigue
politica! and economic context oI South pErica. AS the Mission
becomes more familiar wich <he black private enterprise area, and as
USAID/SA's ac:tivities wecome better known Lo nlack entrepreneurs, ic
is possible that the budgeta:y.evalua:ions above will change, and
that an amendment to the Project or even an additional Project
jrself will have to Dpe implemented. while such adjustments are not
anticipated at present, USAID/SAa will encage in an ongoing Docess
of assessment tO ensuré chat it remains responsive tO the needs and
prospects in this field.

presented below in T:ble 1, SUMMARY COST ES

PLAN, are FTY obligations by Project coroone

estimates presenced in chis seccion of tne

illustrative, particularly in the out vears.

projections are accurate, pbut final confirmac
n

ND FINANCIAL
tivizy. Cost

n

W ool

i gividual crant
amounts will not take place urcil lacer in the year, af-er budget
£igures and zynés are made available, and furcher detailed analvses
anrd negotziations completed. It must e realized thaw the out vear
projec:ions nere are subject to an inherent uncercainty, 2s the
possibilizy of major investnents in an activicy aimed at
facilitazing black participation in <he primary economy may usilize
substantiallv more Project proceeds than are currencly escimated.
sarring an amendémant oOf supplemencarlly projece, such cclicatzion would
correspondingly reduce available funds for other Preject COMDONENTS
ané activities., Hotes and assunmp:wions fcs al) finenc.al Tatles are
founé in innexure I -he meznoiology used 0 arrive at individual
component budcets has clready oceen Giscussed in Seczion IV-3,
project Components and Input

4 - 00
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TABLE 1
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SUMMARY COST ESTIMATE AND FINANCIAL PLAN

(FY Obligations, $ 000's)

Component or

Activity

Institutional

Development & , S
ndvocacy 1,800 1,310 1,210 1,560 ;;300‘

Micro & Small
onterprise
Development

participation
in Primary
sconomy

Gguidance &
coordination

gvaluation &
audit

87 B8 89 90 8L

1,350 1,450 900 1,500 430

B0 700 650 2,500

270 . 270 :

20 120 20 ' 210 370

3,500 3,750 4,000 4,000 4,250 19,500

Planned obligations for TY 67 by orcanization and component are
presented in Table 2, ANTICIPATED FY 87 OBLIGATIONS. The NAFCOC
agvocacy and institutional development grant and, possibly, the grant
+o0 Get Arhead for micro and small enterprise development represent the
first incremencs of ancticipated larger activisies., Similarly,
depending upon furcher planning and accual implemenzation progress,

the BMF and ACNEZA may be considered for larger multi-increment gran<s.
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TABLE 2
’ ANTICIPATED FY 87 OBLIGATIONS
(§ 000's)
institutional Micro & Small ©Participation
Development & Enterprise in primary
Advocacy Development Economy
NAFCOC 1,425 ——- -——
BMF 250 ——- - 250
ACNHA 75 —— f‘-;g]'
ABASA 50 == e
Get Ahead - 1,350
Development
Fund ——— -—-
insurance s P
Company -—- | m.- o .50 . 50
TOTAL 1,800 1,30 350 . 3,500

Project funds will be obligated through cooperative agreements,
grancs and contracts, Gepending on the activicy. Cooperative
agreements may be the preferred odbligating document due to present
SAG action in applying the Fund Raising Act to many of our current
grantees. FY 91 obligations for the Zvaluation and Aucéit and
Guidance and Coordination compunents are proportionately larger than
in prior vears as these activities will require prior year funding
for activities scheduled in ?Y 92 and 93.

8, DISBURSEMENTS AND AUDITS

At this point in Project development, disbursements by activity and
component, let alone ficures for the Project as a whole, cannot be
accurately porojected. However, based on recent experience under the
communicy Outreach and Leadership Development project and the nature
of proposed inpu:ts, it is expected that disbursements will be fairly
quick, avoiding any pipeline issues, USLID/SA, .n full coordination
with the Controller in USAID/Swaziland, will evaluate the cash flow
requiremnents of individuvual activities o be funced andé the financial
status of :lie proposed ourcanizations in order to detezmine whethes
advances are juszified., ©Periocdic nineczy (90) cav acvences will be
made to not-for-profic KGOS as warranted, but in generel it is
anticipated chat direct reimbursement will be the preferred method
of financing., ~rTurther decails on methods of obligaczion and
financing will be determined during the analysis of crant proposals
and subsecguent negotiations.
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In conformity with A.I.D. requirements, the controller and/or a
jocal accounting/financial firm will conduct a ceview of the
accounting and financial control systems in place and used by
prospective grantees. organizations withou® adequate procedures and
documentation practices will not be eligibl. for assistance, oI,
alternatively, improvements will be required as a condition
precedent to funding. 1In special cases, USAID/SA may finance the
design ané inwroduction of an acceptable accounting system as a
reguirement to further funding included in the grant. runding in
the amount of $1zu,ooo is provided within the project budget to
finance required financial reviews and audits.

C. DAYMENT VERIFICATZON

USAID/SA is aware of A.I.D. policy concerning payment verification,
specifically those provisions requiring that methods of
implementation and financing be detailed and assessed. Given that
this is an umbrella project, designed for maximum flexibilicy in
order to cope with the rapidly shifeting circumstances of south
Africa, USAID/SA is unable at this preliminary stage 0 orovide such
details for any of the Project components are that of project
guidance and Coordination. Rather «han encage in speculation,
USAID/SA feels it would De preferable in these cases to produce such
data as it becomes reliable - i.e., as preposals are submitced,
activities negotiatcd, and grants orepared under the Project. AS
granctee and program profiles become clearer and as implementation
and financing methodology take shape, nsLTD/SA will, wich che input
of the 21D Recional Controller and IQC assiscance, complete its
payment verification reporting obligations.

e project Guidance and cooréination Component, available
+ verification information follows below. It is anticipated
(a) all conzracting under this component will be handled

ly by AID or USAID/SA; (D) all payments will be made by
rsemenz, rather than advances; (¢c) formal or i

competition will be ucilizeé in proecurement of all gooés and
services; (&) the U.S. personal cervices centractor to be hired for
six years (estimated cOSt: $900,000), will be financed in U.S.
@ollars; the South African personil services contractor o be hired
for the same pericd (estimated cost: £300,000) will be financed in
local currency, as will all other local contrators (estimated cost:
§300,000); internal and external training (estimaced cost: $120,000)
will be financed in local and U.S. currency, respectively; the
rela-ive amounts are unknown at this time.
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VI. IMPLEMENTATION PLAN

A. A.1.D. ADMINISTRATIVE ARRANGEMENTS

USAID/SA will have full management responsibility for all activities
under the Project, and will assign a project officer to monitor the
progress of local grants, feasibility studies and technical
assistance. The technical assistance provided for Project
management and research through the Project Guidance and
Coordination component will report directly to the USAID/SA Project
officer. 1In addition USAID/SA will have available, under an
Indefinite Quantity Contract, the services of a black south African
firm(or firms) for the monitoring of grantee financial and
audit-related performance,

Project funds will also be available to contract for local and
foreign tecnnical assistance to support grantee institution-building
and programming activities. These would include assiscance for
improving accounting, internal monitoring, evaluatcion, management
svscems, research capabilities, and so on. Similarly, support for
crantee operations costs may be financed in order to facilitate
long-term self-sufficiency and overcome heavy start-up expenditures.
\AID/w TDY assiscance, will also be available to the mission as
needed for backstopping individual grantee programs and developing
new grants and stucdies, The primary AID/W backstopping office will
be AFR/2D, with the supporc of AFR/SA and AFR/PRE.

L.I.D. financieal management will be handled by the Recional
Controller's office in USaID/Swaziland. It will arrange
disbursement and vouchering procedures with USAID/SA and local
crantees, The Regional Controller and/or the local South African
financial and accounting firm will arrange for pre-assistance
examinacions of individual local grantee bookkeeping and accounting
praccices, The Recional Conzroller will certify, in accordance with
reguirements set out in EB 13, Chapter 1, that the prospective
grantee can responsibly administer vroject funding,

The Reagional Legal Advisor and the Recional Contract 0Officer in
Swaziland will assist USxI)/5A with the award of grants and
contracts. The RLA will review and acprove the tex: of all crant
acreenents, cooperative acreements and conctracts before they are
signed, and will also perform 802-C cercifications (see Annexure C)
for each acreement. The RCO will assist in Zrafting grant and
cooperative agreements and contrac:ts as necessaty.

M



B. SCHEDULE OF MAJOR PROJECT ACTIVITIES

1987

1988

1989

1990

1991

1992

May

August

August

August/
September

October/
March

January

January/
June

March/
September

October/
September

October

October/
September

October/
September

June

project paper informally revieved iﬂvAID/W. :

project reviewed, approved and authorized in
USAID/SA.

‘USAID/SA to further analyze grant requested
“and begin negotiations with prospective
“grantees. Regional controller to examine

bookkeeping and accounting practices of
prospective grancees, and to cercify that
each has the capacity to responsibly
administer and vse A.I.D. funds.

USAID/SA to finalize negotiations and sign
agreements or contracts with local grantees,

Receipt and review of grantee proposals for
FY 1988 funding by USAID/SA. Concracting
for Project Guidance and Coordination
assistance.

project Guidance and Coordination assistance
operacive,

Negotiations with grantees by USAID/ShA.
Recional controller's examination and
certificasion of grantee fis:zel
accounczabilizy.

USAID/SA to complate negotiations and sign
grants or contracts for FYy 88 activities,

£y 1989 programming cycle similar to FY 88.

Mid-term Evaluation,

7Y 1990 programming cycle similar to FY 88,

7Y 1991 programming cycle similar to FY 88,

final gvaluation

0
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C. GRANT PROCEDURES

1. Reauirements for Competition

The USAID/SA Director was authorized by delegation of authority from
the AA/AFR dated June 26, 1986, to restrict in all A.I.D. projects,
invitations for grants or cooperative agreements in accordance with
the criteria in A.I.D. kandbook 13, Section 1B2C (see state

203062). The main criterion for limiting competition will be the
Mission's judgement that the entity is unique or is most appropriate
to undertake the subactivity in question {(criterion number 3,
chapter 1B2(e) in Handbook 13). The Director's approval will be
obtained as each grant is approved.

2. PAA Section 6ll(ql

pue to the umbrella nature of the Project, provision of full detail
as to Project design must await the receipt of proposals and the
negotiation and 2pproval of individual grant aceements. Each
approved grant proposal will include dezailed description of
specific activities and a detailed budget and financial plan.
pending this, reguirements for 6ll(a) are met throuch inclusion in
:his Project Papar of: detaziled critveria for selection of grantees
and accivities, as listed in Section IV-C, Selection Criteria;
descriptions and costs for an illustrative sec of crants to be
awarded during the first vear of the Project in Section IV-D, Types
of Grantees and Programs; and procedures for reviewing and approving
granzs in Section VI-x, A.I.D. ACministrative Arrancements.

3., Oblication auzhorities

In accordance with Redelecation cf authority No. 149.1.1 from the
AA/M, effectivse June 1, 1985, the USAID/SA Director has authorizy to
_execute grant agreements with local Souch African organizations in
amounts not exceecding $ 5 million per crant, Per the Redelegation
of Auzhorizy No. 149.1.86.50, the USAID/SA Director has auchority to
execute cooperative agreemeats with South African NGO's in an anount
not to exceed § 2 million (see State 265356) txecution of c¢rants
and cooperative agreements above these anouncs will reguire an
ad-hoc delecation of authority from the RA/M or signature of a grant
officer possessing the recuisite amount of grant authorisy.,

4., Procurement

All procurement un the Project will be in compliance with both
Executive Order 12 of Septermber 9, 1285 and the CAAA. The
USAID/SA Director will be asked to authorize Geographic Code 000
(U.S.) procurement and local cost Zinancing up to the totality of
the Project's LOP cost. Grantees under the Project will be able o
purchase commoéities and services locally, using local curzency, in

w0,
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unlimited quantities, as long as commodities and services have their
source/origin in South Africa or are imported shelf items of Code
941 origin. For locally available items having their origin in Code
899 countries (Free World, less host country), shelf item
procurement will be available up to $ 250,000 for the overall
Project.

All obligating documents effected with funding authorized by this
Project will require that all goods and services financed by A.I.D.
will, to the maximum extent practicable, be procured from black
South Africans. {See Section 5, Covenants, below, for covenant
language.)

A waiver of the $ 250,000 shelf item limit is not being sought at
the present time, since it is too early to predict precise origin of
commodities to be procured., The USRID/SA Director has standard
source/origin waiver authority under Redelegation of Authority No.
551, which could be used if total shelf item procurement exceeds the
$ 250,000 limit,

A.I.D. normally obtains an exemption from the host country from the
recuirement to pay a variety of incidental taxes, e,g, sales tax,
VAT, or cuscoms duties on imported commodities, Since it is not
appropriete for A.I.D., tO enter into agreements with the SAG, some
.I1.D. funds may be used for payment of taxes. AN across-the-doard
approval for payment of such taxes for A.I.D. projects in South
Africa was authorized in the Labor Union Training for South Africans

project (690-0223), and will apply to this Project as well,

3

5. Covenancs

. CLZA Sec:ion 203 (c¢)

Section 203 (c) of the CrAA states that "notwithstanding &ny other
provision of law, the Secretary of State and any other head of a
department or agency of the United States carrying out activities in
South Africa, £hall, to the maximum extent practicable, in procuring
cooés or servirces, make affirmative effortcs to assistc business
encerprises having more than 50 percent beneficizl ownership by
soutn African blacks or other nonwhite South africans.”™ A Covenant
expressing this policy will be included in &ll grants and similar
lancuage will be included in the selection criteria stated in eall
loce) contrac: Recuest for Proposals (see annexure C, l.c.).

* :.I.D, Private Znrerprise Develorment Policy

rlthouah the A.I.D. assistance program in South rfrica is political,
rather than economic in nature, a covernant expressing A.I.D.'S
Private Znterprise Development Policy will be included, to the
extent prac:zicable, in each crant that includes a credit or ecuity
activisy, Specifically, the Covenant will recuire interesc races
and repayment perioés to be set at market determined races o
prevent decapitalization and economic misallocation of scarce
resources,
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- CAAA Section 316

The Regional Legal Advisor will be consulted, on a case by case
basis for any assistance provided directly to private enterprises,
on the necessity of requiring any Covenants to satisfy CAAA Section
316 concerns (see Annexure C, l.3.).

* Employment Generation and Women's participation

Where appropriate, grant or cooperative agreements concluded under
the Project shall include, in their reporting requirements,
provisions mandating that grantees acdress: (1) how and to what
degree program activities have fostered women's participation in
private enterprise and the South african economy; (2) how and to
what degree program activities have had an impact on employment
ceneraticn., The appropriateness of imposing such recuiirerents in
individual cases shall be primarily determined with reference to the
relevance of grant activities to these two issues, and also to the
size and duration ot the grant., Such determinations shall be made
in consul:zation wich the Mission's Women in Development officer. 1In
adéition to forming an integral part of the grant monitoring
process, crantee reports will be addressed and analyzed by USAID/SA
in both . mid-term and final Project evaluations,

41}

6. Grantee and Thirdg-party Con:tributions

Because the U.S. assistance procram in South Africa
explicitly eschews SiG par~icipation, no host government
contribuzion to financed activities will take place, 3As noted
earlier in Section IV-C, Selection Criteria, activities receiving
supporc from third parties cther than the SAG will be preferred to
those funded solely by 2Ip, all cther things being eguel.

iven the discriminatory barriers on access L0 resources
which black businesspersons and enterprise groups have long
suffered, it is likely in mos:t cases that significant crantee
conzributions will not be feasible, However, every USAID/SA
analvsis of a potential crantee will include an evaluation of the
organization's capacizy to contribute -- wWhether on a cash or in
kind basis -- o the program proposed, and every ensuing granc
negotiation will provide for such contributions to the extent
possible. When politically feasible, grantee contribucions will Dbe
recorded in the cran:t acreementz., 3cth mid-term and finel Project
evaluacions will consicer the level of crantee con:tributions as one
measure of “he future self-sustainability of Project activities.
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D. MONITORING, AUDIT AND EVALUATION PLAN

Regular monitoring of grantee and contractor activities will be
accomplished by the Mission Project officer and the
Mission-contracted Project coordinators. Grantee and contractor
reports and vouchers will be reviewed, project sites will be visited
on a periodic basis, and grantee and contractor officials and staff
will be interviewed and consulted., 1In-depth reviews of grantee and
contractor performance, and achievement of grant objectives will be
conducted as part of the annual programming cycle. Regular
audit/financial reviews will be conducted by an independent and
objective South african contractor on a portion of the grants
financed by this project as part of each Fiscal Year programming
cycle, All large grants (over $500,000) will include funding for
mid-point grant evaluations.

Mid-term and final Project evaluations will be conducted in late
1989 and mié-1992, respectively. These evaluations will include a
review of ongoing and completed activities and contracts similar to
the regular grant evaluations, but will also look at the validity of
Project assumptions, progress cowards achievement of goal and
purpose level objectives, and the validity and feasibility of goal
ané purpose. The mié-term evaluation will be used to cuide any
necessary corrective action required for cthe remainder of the
Project. The final evaluation will analyze and review actainment of
Project goals, purposes and outpucs and make recommendations for any
future private sector projects.

0
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ENDNOTES

VII.

1, As in other economic settinas, the scale of enterprises can be
calculated in a variety of ways through the use of employment,
figures, sales totals, net assets, etc. In South aAfrica,
however, these universal difficulties are further compounded
by the vast differences that exist between: (1) rural and
urban-based enterprises; (2) the service and manufacturing
sectors; (3) the complex white and underdeveloped black
business sectors; and (4) fully legal, partially registered
and illegal businesses, For purposes of this Project, and as
an aid to furcher analysis ard Project implementation, the
following classifications are used. These scale
determinations take into account the wide variances discussed
above and are in line with most academic studies of black
business in South Africa.

Scale Number of Persons value of Net Assets

Employed {(Rands)
Micro l -5 Up to 10,000
(0.s.$ 5,000)
Small 5 - 20 10,000 - 750,000
(0.5.§ 5,000 - U.5.4375 ooo)
Medium 20 - 100 750,000 - 2,000,000
. (u.s.$ 375,000 -vu.s.$1,000, 000)
Large 100 and up 2,000,000 and up
(u.s.$ 1,000,000 and up)
2. South Africa Advisory Committee Report to Secretary of State

(Part One) (February 10, 1987) at p.3. (Note: all page
references are to teletype copy of report on file at USEID in
Pretoria). 1In general, the 3ackground, Constraints and other
sections of this project paper relv cn information culled from
the Advisory Committee Report., The S:zratecv, Rationale and
Project Description activities have also been included in the
illuscrative reccmmendations of the Report. 3However, the
project acctivities described in the >z oaect paper were arrived
at independently based on South African black enterprise
proposals presented to USAID/SA, as well as the relevant laws
ané reculations and policy gquidelines that shape USAID/SA

activities in South Africa.

Ibid.

Because race clays such a preeminent role in Souch African
affairs, the law provides for a series of different racial

catecories or classifications. Under zhe -aw, the word
"rfrican” is a racial classification that refers to any person

/Y
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11,
12,

13,
14,
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*who is, or is generally accepted as, a member of any aboriginal -
race or tribe of Africa." *"Colored" is a racial classification
denoting South Africans of mixed race. The terms "Asian" and
"Indian% are used interchangeably, although the "coloregd"
classification can also include people of Asian extraction. The
Orwellian nature of the system is illustrated in the many
petitions filed each year by persons wishing to be racially
reclassified in order to gain access to increased rights and
benefits, For reasons of its own, the South African government
will grant such petitions from time to time.

USAID, of course, rejects the South African racial
classification system and in this project paper the term
"blacks" is used generically as a collective noun that may
include Africans, Coloreds, Indians and other Asians.

As required by context, the term "blacks" may also be used in
the narrower sense of "African" in references to apartheid laws

and practices.

A1l statistical data contained in this Project paper is believed
to be correct, Nonetheless, given the dearth of available
figures on unrest and the black community, the freguen:tly
conflicting numbers provided by the SiaG, investigative and
academic sources concerning black economic sta-us, and the near
complece lack of reliable data from rural black areas, excreme
caution must be emploved when applying and analyzing
guantitacive information,

Advisory Committee Report.

Ibid at 1s.

See Louw, The Solution (1986) at 61-62.
Advisory Committee Report.

Ibid at 33,

Ibid,

Ibid,

Ibid,
Ibid,

|0
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constityte the tegic recponestilities ¢f lne leglfn l€aTm. Ol
zdditicn, the team shculd meintain reguler contacy wiin VIAID DA,
and snould keep a recozd fc: eventuval susmissicn (o USAIL/GA
memorializing all intezviews and activities ccnducted in the
course of its business. The substance cf these need not be
Geived into in any detail, but the toplc cf each interview and
ne focuvs of each activity should be summarily listed.

~he team will be supezvised by USAID/SA's SPDO oZ nis desicnee,
and formel weekly briefings foz USAID/SA aze to be pianned and
executed. 3Befoce commencing work, all memberls 0f zhe team will
meet with the USAID/SA Missicen Director ZfoZ a3 briefing. The tezm

leades must ensure that all work is completed in Soutna Xficfica as
conz-acted.

-me zime frame fo:- fulfillment cf tne tean's responegibilicies Is
25 days. OZf every 7 davs, 6 are avtnocized &s wofk cays, thus
noiaging =he totzl peciod £or which the Scuth xfrzicen centreactes
mev ceceive gompensaticn O 30 davs. No zaid exzensirn ¢
conscact time will be zuthesoized. The folipwing scheivle s
premised tpen a2 pro)ect commentensnt Gace & July LI, LsE7:.
---VC-ITIVE SCHIDULT FOR COMBIITION OF
T PONEIZILITIE
DEtes =STiiiTh
July o3 Cne &2 <wo U.5. Cccontleltelils & 28, WEETS
wizh Seuth xfciczan ceontraoics 2 USRID/ER
cssiaiztg ia PreTeoia.  lontIacttiols
fz=itizrizs themselvaes IUlly Wita T
tencD/8k Privete Ioterrrise O ictment
Proisct Faper ané USRID/ER oo tiv in tThe
sigld ¢ Dlack 285, Wes sgi
Juiv 29 Centcazzoeos tSoief USRID/ER to wcIZh FIogIects.
Juls 27 Z2z=2cn2 U.S. contrscters asiives In Scut2
DU 2s-iz2: zsgumes Tean ieadersiiy. USAID/EA
z=32 -zzz Lezdes =zisfel oo WIIk progless.
sugust 3 —ezm bciefs UBRID/SR oo wiIR pIogfless.
AugusTe8” Si-gz grzfos cf The TWo gIant agreements and
) ' supptIting 2nelyses ¢ue fCo USRID/SA zeview.!
August 8 VERID/Ea cezusns firzst dralits With CCRmeENTS
&nd suggesSTiLOnS.
auguest L5 mgzn presents final ccples €2 TWO
secmpoensnsive 2-alt GIELS EToesmEnTS ELG
. . con a = - L - et .
suTpeoting ana.yees OO TELTS/RE,  TeEn &-EQ
gus=ieg tiew ¢f intezviews and EITLAVLTLES <o
UsnoD/3n end T-oviies UERID/ER wotn .EBT
acigiing (Jizte: wherevel WILTTEL FIDCUCTS
g-e -s 2, 3 bl =zgt =g ngls anc
susni CTEh :
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ANNEXURE C

SPECIAL LEGISLATIVE REQUIREMENTS

ThlS project is subject to the Comprehensive anti-Apartheid Acc

(CAAA) and other special U.S. legislative requirements relatxng to
south Africa. Set forth below is a description of such legislative
requirements and how they will be sacisfied or complied with under

the project.

1. comprehensive Anti-Apartheid Act of 1986

a. Section 316

Section 316 of the CaAA states that "no United Scates Government

funds may be available for any assistance to invesctment in, or any
subsidy for trade with, South Africa, including but not iimited to
funding for crade missions in South Africa and for participation in

exhibicions and trade fairs in South Africa." Section 316 does not
explicitly make an exception for investment in black businesses.
gowever, ESF funés which are authorized under Section 51l of the

CaAA are not sudbject to Section 316's prohibitinn because,

notwithstanding any ocher provisions of law, such funés are

authorized to be used as assistance "to promote the participation ol -
zsadvantaced South Africans in ... private enterprise ,.." o

accordingly, FY 1987 project fundés, which are all =SF funds

authorized under Section 511, wiil not be subject to the prohibition

under Section 316. '

3ecause only =SF fundés are clearly exempt at this time frcm Section
216's prohibitions, USAID/SA is currently planning for all Project
financing to come ou:t of the TSF account. However, since D,:. fundés
may be used for Project purposes at some point, the applicabilizy o
the Project of the Section 31§ proxibition must still be adfressel,
™0 trigger Section 2i6, there must De "invescment® in South Africa
by an 2ntity other than A.I.D., and A.I.D.'s involvement nust de
deemeé "assistance" to "that investment". Uncer the "rFarticipaction
in ¢he 2rimary Tcenomy" component ci the Project, it is possidle
thas 4.I.D. may‘be askeé to zrovide assistance o cerzéin
investments in 2lack Souch ;f:ican Dusiness vencures, In the event
that cuesticnadble cases arise ce the &zslicasilizy cf
Secticn 12, such cas : EY aviswsd and anzlvzed
By che Fegional Legal LA dezerminaction whether
the activity is permi

k. Seczicn 314
Section 214 cf the CAAA prohibicts the Uniteé States Government from
entering "into & contract for cthe procurement 0f gools or secvices
£rom Souch 2frican parastatzl ccganizations excep:t fo0r items
necessary for diplomatic and consular purposes™, 28 a strictly
legzl matter, procurement Sy A.I.2. fcr gprocram purposes prebatly
falls wichin the exemption for &izlcmetic and constlar purposes (see
State 048454). s a2 pclicy métter, however, A.I.D. has cacided <o
srehicic, with a2 few excep:micns, A.I.D. conzrecsts with South rfrsiczan
sarasctetels, unliess the zpcrovel c¢f the xn/AFR 15 ozteined, 7Thls
policy arpiies =0 A.I.D.-financed procurementzs Sv L.I.D. grantees,
The relevan:t excezzions to the zrchiticion &re precurenmencze of
rallvay cor eir cransporcaczieon and pert services frem seraftatels.,

Bect Brrmiiohln Documpn



Tt is not expected that any Project funds will be used by A.1.D. or
A.1.D. grantees to procure goods or services from Souzh African ;
p&rasta:als. This notwithstanding, individual grant or cooperative
agreements will contain a clause prohibiting such procurement except
within the confines of the stated exceptions,

c. Section 203(c)

Section 203(c) of the CAAA states that "notwithstanding any other
provision of law," A.I.D. shall, to the maximum extent practicable,
in procuring goods and services for activities in South Africa, make
affirmative efforts to assist business enterprises that are majority
black-owned. A.I.D. has implemented Section 203 by authorizing
special procedtres for procurement in South Africa which provide for
preference to black individuals and majoritv-owned organizations in
the award of contrac:ts and grants (see State 048461). 1In compliance
with Section 203(c) and A.I.D. policy, USAID/SA will ensure that, to
the maximum extent practicable, 21l goodés and services procured with'
Project funds are procured from black individuals or black owned
£irms. All crant and cooparative agreements, contracts and
subagreemen:zs under the Project will contain clauses which provide
for preference to black-owned entities with respect to procurement.

2. Seczion B802(c) of IspCa

Section 802(c) of the Internationzl Security ané Development:
Cooperation act of 1985 (ISpCA) provides that FY 1966 and ry 1987
%.I.D. funés which "are used for esducation ané traininc orocrams in
south xfrice m2y not de used for zrograms conducted dy or zhrough

orcanizations in Souch xfrica which are financeé or con:zrolled by
the Government of Scuth Africa ..." (emphasis added). Sugh Zunds
may only be used for procrams which in bo=h tzheir haragter and
orcenizacional sponsorsnip in Soush africe clearly reflect zhe
objective of a mzjoricy of South 2fricans for an end to the
apartheid system. 7To0 the extent :that any Project funds are used for
educazion or ::aining rograms, USxID will ensure that no suzh funids
will be used for procrams cenducted by or chrouch orcanizazions in
South Africa which are financed o conzroliled by the S23. The
Regicnal Zezal advisor will review gueszicnasle cases and rendfer an
Cpinicn as to whetheo organitaticns are “financed or csontrelledt v
the SAE. TFurthermore, the crganizetionzl sponsorship and characzer
cf ell che Project's components cliearly reflect the cbjective for an
end to aparcheid.



3. Section 117 of the Foreian :zs:.z:znc: ot

Section 117 of the Foreiagn Assiszznce 22t of 1361, as amended,
entictled "assistance for D1sa,. zzzsd scuwn rfricans®, states that
in providing assistance with ESF Z.nis for Zisadvantaged South
Africans, *"priority shall be c*\e: =9 werking with and chrough South
African nongovernmental organizacz:cns whose leadership and staff are
selected on a nonracial basis, anZ wnich have the support of the
disadvantaged communities being served, <The measure of this
commurniity support shall be the willinzness :&f a substantial number
of disadvantaged persons to parc:iczizéte i1n activities sponsored by
these vrganizacions."®

Most, if not all, of the—assistancs undéer the Project will be
provided to South African NGO's. V¥oreover, TSARID/SA's financing
Gecisions will be based on criteriz <hich include black
participation, black priorities ani communiszy consultation and
accountability as more fully descrized in che Implementation
Strategy section of the Project zass:,



‘ ANNEXURE D
INITIAL ENVIRONMENTAL ENAVINATION
Project Councry: South Africa.’
project Title: Black P:ivace Enterprise DeVelopmenﬁ‘(674-Q303)

Funding: FY 1967 Economic Support Funds - $3 5 mzllxon
LoP $19.5 million (ESF and/or DA)

Environmental Action Recommended: Categorical Exclusion

This Project consists of three separate but related components under
which assistance will be provided to South African non-governmental
organizations (NGO's) to: (1) strengthen institucional capacicy to
use legal and advocacy techniques to end aparthei¢ policies and
discriminatory laws, regulaczions, practices and ac:titudes whic
impede the development of black private enterprise; (2) increase
opportunities for black encrepreneurship, skilled emplovment and
economic advancement in micro and small scale enterprises; and (3)
expand the ability of blacks to manage and invest capital in primary
economic activicsieg, The assistance will be in the form o0f grants
to NGO's for the above purposes, technicel assistance &nd cstudies.
It is not an:ticipated thet any of the grants will involve

- -
construcction or include ocher activities éirectly affecting the

environment.

Sased on the zbove, <his activity mee:s the crizeria for Catecorical
Txclusicn in accozéance with the Environmenzal Reculazions set fors!
in 22 CFR Par: 216.2 {c)(2)(i) (technical assistance and craining),
(iii) (studies and analysis), (x){support for inzermediate credic
inscitucions) and (xiii)(support crants to PVO's). See xID Zanébook
3, Agpenéix ID enzizledé "tnvironmencel Procedures”.
In the event tha: anv ¢f the crants & KGO's ¢o inveolve
concscrucsion, Ift's will be prepareé for each such grant Troposal
and reviewed dv the recional lecal advisor, at the time cf rroposal
sutmissicrn, ang subseguently approved by the Missien Directecr,
USEID/Souzh xfrica (assuming an ad hoc D0 is odbzained), or
stbmizzed 20 the Regzicnal Tnvironmental Qfficer at EIDSO/TSh i
hairozi for égpzroveld,
Cazescricel Txciusion Pecemnended 3

simoohy oL oIk,

USkID/SA Migsicn Tizester,
Bureau Invironmental Cfficer Loproved:

Decerminaszion:

Clearance: 3C/:FR: Daze
USLID/SA: Mark Johnson Daze
ATR/PD: Staffozé 3aker caze
Srafzed: FLA/SA: D5 feene,
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TABLE 1 - OBLIGATIONS

a, AUDIT & EVALUATIONS .
(1) Audit/Financial Reviews Ey,ééréax
6'years @ § 20,000 each = § 126}600)
(ii) svaluations FY 89‘§ 92-
$ 100,000 + § 150,000 = $stb;pqq

- . TOTAL COMPONEZRT . § 370,000 -

b. GUIDANCE AND(COO#bIﬁAIiON Fv 88-93
(i) us’péc
6 years € § 150,000 = $ 900, 000
(i) South African pSsC ’ : :
6 years € $ 50,000 - § 300,000

(iii) rLocal contreztors ,
6 vyears @ §50,00 each = £300, 000

(iv)  short and long term training (U.S. and/or :Qﬁﬁﬁvﬁféicéjx

6 vears @ 970 000 = ql;O 000

TOTAL COMPONINT. $ 1,620,000

C. PARTICIPATION I PRIMARY ETONOMY
(1) Teasibilicy sSzuiies

approximazely 29 & § 50,000 each = $11,,Sp;0dpf{

FY 67 $ 100,000
g8 200,000
g9 250,000
90 400,000

el 500,000
SUb-.otal 1,450,000



(ii),NéQ}G:ants~f‘,

FY 87§ 250,000

. 88 500,000

89 250,000

90 250,000

91 500,000

. Sub-total. 1,750,000

(1i1i) Credit/zquity

FY 89 $ 1,000,000
81 - 1,500,000
Sub-cotal 2,500,000

' TOTAL COMPONENT .

d. MICRO AND SMALL ENTERPRISE DEVELOPMENT

NGO Granzs

Ty 87  $ 1,400,000
8e 1,400,000
29 900,000
90 1,500,000
o1 430,000

.« INSTITUTIONAL DIVILOPMINT AND

NGO Grancs

7Y 87 § 1,750,000
gs. 1,260,000
g9 1,210,000
g0 1,560,000
g2 300,000

" 20TAL COMPONENT - '§ 5,630,000

£IVOCACY

TOTAL COMPOKERT: & 6,180,000

$ 5,700,000
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'W'dbisi'n (f oenpsrt anactyeis ol tre Cecifll
rcocesses ¢ GiF and ACKHL, jaruicuiarlvoin
‘Lo tnese institutions' lendlng programs, an
cn how meanincful black pa::i:ipa:ion in suc
processes can be increesed and institutiona

provision of expert advice on how to make 1
progzams and other activizies under conside
'espons*ve to the particular neeés and ci:c

of miczo and small black South Afcican busi
pa::icipa:ion in the wciting ¢£ éd-efc ctant
aad suppo::zng znalvses, especially thouga
exclusively in own acea ci expertise;
pactieipation in the process cI ccnsultatio
przogzam planning with propesed grantees;]
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ScoPE OF WORK AND ILLUSTFATIVE BUDGET FOLLON.
VISSION SUGGESTS THAT AFCROPRIATE FyIERETS FRCY
COLLOWING SCOPE OF WORK FE INCLUDED IN JAIKEILER'S

CONTRACT.

3. BACKGROUND

T0 COMBAT THE INHIBITING EFFECTS OF LPARTHEID ON BLACK
BUSINESS AND TO FACILITATE THE EXPANSION OF BLACK
PRIVATE ENTERPRISE, USAID/SA PLANS TO LAUNCH A S5=YZAR,
BLACK PRIVATE ENTERPRISE DEVELOPMENT PRCJECT FOR
POSSIBLY UP TO DOLS. 9.5 MILLION. A CENTRAL COMPONENT
OF THE PROJECT WOULD BE THE ALLOCATION, OVER THE SANE
FZR.OD, OF ROUGHLY poOLS.5.6 MILLION TO FCSTER THE
DEVELOPMENT OF MICRO AND SMALL=-SCALE BLACK SOUTH
LFRICAN ENTERPRISES. THE PURPOSE IS TO EXPAND

(2]
T O

O I Wity £ MW N ™m ’:.O

in
GENZRATION AND TMPLOYMENT POSSIBILITIE AMONG THE MA
P SOUTH AFRICA'S BLACKS, INCREASE BLALIK FAMILIARITY
ITH AND APPRECIATION 0F THZ WORKINGS ANPD BINEFITS OF
RZE EINTERPRISE, AND, ULTIMATELY, SUPPORT SUSSTANTIAL
fONOMIZ AND POLITICAL CHANGI. TO THIS END, THEZ
20JZCT CONTEIMPLATES F NDING FOR NONGOVEIRNMEINTAL BLATK
USINESS SUFPORT GROUPS WORKING IN THE MITRO AND sMALL
USINZSS SEZCTORS, 70 TNASLET THEM 70 INCREIASE THE
UALITY AND QUANTITY OF CTRVICES THEY PROVIDE 70 THEIR
DNSTITUZNTS, DESEINDINE UPON THE PARTICULAR
NSTITUTIONS ANWD sROZRAYS CONZEIRNED, SULH FUNDING WOULD
T AVAILASLE 70 HELP cASITALIIZ CREDIT TACILITIES A
Ll AS TO0 SUSPORT THE $0STS CF RELIVANT TICHNIZAL
SSISTANCE, TRAIRING, COMMODZITY PURCHASES, AND
SZRATING IXPENSES.
AFTTER EXTENSIVE USAID/SA SONSULTATIONS WITH 2LACK
LZADERS AND SUSINESSPIRSONS, TwO THITIAL PROPOSED
ERANTZES HAVE EEZEN -pEINTIFIZD. THESE ARS AS FOLLOWE::
(=) @&ZT AHZIAD FOUNDATION (A7)
GAF IS5 A NATIONWINE UMSRELLA ORSANIZIATION pEVOTED TO
THE INTEREISTS OF 2BLALK INTREIERENEZURS IN 207H THE FORMAL
AND SNFORNA. SECTORS. IV FIZQUIRES FINANIING 70 INHANTE

|4
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pND EXPAND EXISTING CREDIT, TECHNICAL ASSISTANCE, A&ND

 TRAINING FROGRAMS TARGETED AT MIIRO AND S“ALL-SCALE
‘ENTERPRISES. A USAID/SA GRANT OF UP TO DOLS.2 MILLION
OVER S YEARS IS TENTATIVELY PLAKNED, WITH PCSSIBLY

pOLS.1 MILLION OBLIGATED IN FY §7.

(11) AFRICAN COUNCIL OF NYANGAS AND HAWKERS
ASSOCIATION (ACN"A)

ACNHA IS A RECENTLY-FORMED SUPPORT s30DY FOR HAWKERS,
INFORMAL MANUFACTURERS, INFORMAL TRADERS, AND NYANGAS
(SUPPLIERS OF TRADITIONAL HER2S, REMEDIES AND TONICS).
IT NEEDS FUNDING TO STRENGTHEN ITS ADMINISTRATION AS
WELL AS PROGRAMS IN THE TRAINING AND LEGAL SUPPORT
FIELDS, AND TO INSTALL A REVOLVING CREDIT FUND FOR ITS
CONSTITUENTS. APPROXIMATELY pOLS.75,000 HAS BEE
PRELIMINARILY TARGETED FOR THE GROUP, IN THE FORM OF A
SINGLE FY B7 GRANT.

USAID/SA IS SEZKING AN ARIES CONTRACTOR 70 PROVIDEZ IT
WITH SMALL BUSINSSS/CREDIT EZXPERTISEI AND ASSIST IT
PREPARING AND CZRTIFYING THE DAMAND FOR THE PROPOSED
SRANTS JUST DESCRISED (PRELIMINARY DENMAND ANALYSES HAVE
ALREZADY SZZN UNDERTAKEN). AS SET OUT MORZ FULLY SZLOVW,
THE CONTRACTOR WOULD WORK CLOSZLY WITH A.1.D.
INTERPRISE SPECIALIST MICHAEL FAREMAN AND A 8LACK SOUTH
LFRICAN CONTRALTOR (7O 2 CONTRACTEID SEPARATILY 3Y
USAID/SA) N CONDUCTING DETAILED ASSISSHKINTS 0F THE
TNSTITUTIONAL CAPACITIZS, FINANCES, ANWD CTREDIT PROGRANMS
OF THE FROSPESCTIVE GRANTEEZS, ASSISTING IN DRAFTING
GRANT AGHRIZMINTS BASED ON THESZ ASSEISSNENTS, AND
PROVIDING SVIDENCEZ AND RATIONALES TO SUPPORT THEZ
SUSSTANTIVE CONTENT OF SUCH AEREEZMENTS. WORK WOULD 22
CONDUZTED WHOLLY IN SOUTH AFRICA, AND WOULD SPAN 30
WORKING DAYS OVER A PEZRIOD OF 5 WZIEZKS, FROM MID-JULY 70

MID=AUGUST 1987.

L, SPE{IFIC SCOPE OF WORK

THE ONZ SOUTH AFRICAN AND TWO AMERICAN EXPERTS WILL
COMPRISE THE DESIGN TEAM, IN ACCORDANCE WITH THEZ
GUIDEZLINZS AND ZINDIVIDUAL JO3 RISPONSISILITIES
SFSIIFIZD IN PARASRASH T(E), ZEILOW. THEI TEAMN A5 -
WHOLE WILL SZ RESPONSISLE FOR THE FOLLOWING ATTIVITIESS

Wl



(I) THE TEAM WILL EVALUATE THE RESPECTIVE (APATITIES
CF GAF AND ACNHA TP REACIH THE GOALS THAT ARE QUTLINED
ABOVE AND THAT WILL EE ELABORATED IN GREATER DETAIL
THROUGH TEAM CONSULTATIONS WITH USAID/SA AND THE
PROPDSED GRANTEES. SUCH EVALUATIONS WILL INCLUDE

ASSESSMENTS OF, INTER ALIA:

(1) THE PROPOSED GRANTEES' PAST AND PRESENT SHORT=TEIRM
PLANS, AND THE LEVEL OF COMPLIANCE THEREWITH; (2) THE
PROPOSED GRANTEES' FINANCIAL CAPABILITIES, MEASURED BY
PAST AND PRESENT BUDGETS, THE RATES OF GROWTH THEREOF,
AND ANY PAST OR PRESENT DIFFICULTIES RELATED THERETO;
ALSO, THE ORGANIZATIONS' FINANCIAL SELF-SUFFICIENCY,
MEASURED BY THE NATURE AND EXTENT OF SOURCZES OF INCONE
KND THE PRESENCE OR LACK OF OTHER ACZTUAL OR PROSPECTIVE
CHARITABLE GRANTS; (3) THE PROPOSED GRANTEES' CURRENT
ADMINISTRATIVE STRUCTURE AND CAPACITY, INILUDING ITS
CAPACITY TO MANAGE EFFECTIVELY GRANT MONZIZS AKD
UNDERTAKE SUBSTANTIAL NEW INITIARTIVES; ALSO, THE

QUALITY OF THE ORGANIZATIONS' FRISENT LEADEZRSHIP AND
STAFF; (4) THE FROPOSZD GRANTEES' EXISTING CREDIT,
TRAININE, AND OTHER FROGRAMS IN THE MICRO AND SHMALL
INTZRPRISZ FIZLD, AND THE PRESENIEZ OR LACK OF
SUSSTANTIAL GROWTH POTEINTIAL IN SUCH PROSARAME; ALSO,
Tuz DESGRIZEZ TO WHICH SUCH INITIATIVES ARE RESPONSIVE 7O
THZ NZZDS AND DISIRES OF THE GRANTEES' CONSTITUSNTE;
(5) THEEZ PROPOSEID GRANTEZS' INFLUENCEI AND SUPPOART WITHIN
“uz 2LACK SUSINESS COMMUNITY, AS MIASURED 2Y THEZ
OVERALL IMPACT OF PAST PROGRAMS OR INITIATIVES
UNDZRTAKEIN SY IT; ALSO, THI DEGRZIZ 70 WHIIH BLAIKS PLAY
OR WZLL PLAY A MEANINGFUL DECISION-MAKING ROLEZ N THE
PROPOSID CRANTEES' OPERATIONS.

INFORMATION NZCESSARY TO SUCH ASSEZSSMENTS WILL B2
GATHERED THROUESH SVALUATION OF THEI DOCUMERTS AND
WRITYIN MATERIALS OF FROPOSED GRANTEZES, AS WELL AS
INTERVIEZIWS WITH THEZ FOLLOWING: (1) CAF AND ACINHA
AZSREISINTATIVES; (2) GAF AND ACNHA CONSTITUENTS,
INCLUDING POTENTIAL SEINSFICIARIES OF LENPDING OR OTHER
FROGRAMS TARESZITED ON MITRO AND SMALL BLACK ENTEZRPRISE;
(3) ZOMMIRCIAL SANKEZRS; (&) BLACK BUSIKEES PERSONS AND
CONSULTANTS; (3) SMALL BUSINESS DEIVILOPMEKNT ICRPORATION
OFFICIALS; AND (8) OTHEIRS POSSISIINEG REILSVART KNOWLEDZZS

"



(I1) DIALOGUE AND CONSULTATIONS WITH PROPCSED

-

= GRANTEES

‘UPON COMPLETION OF THE ASSESSMENT PROCESS THE TEAM, IN
CONJUNCTION WITH USAID/SA, SHALL ENTER INTO :
"CONSULTATIONS WITH GAF AND ACNHA OVER WHAT STEPS SUCH
ORGANIZATIONS MIGHT TAKE TO ACHIEVE THEIR RESPECTIVE
PROGRAMMATIC GOALS. CONSULTATIONS SHOULD ALSO FOCUS CON
THE PRECISE ROLE TO BE PLAYED IN SUCH INITIATIVES BY
ANY USAID/SA FUNDING, AND THE EXTENT OF FINANCING
NEEDED. THE PROCESS SHOULD BE ONE OF DIALOGUE, WITH

THE PROPOSED GRANTEES ESTABLISHING THEIR PRIORITIES AND.

AIMS AND THEZ TEAM PROVIDING CONSTRUCTIVE GUIDANCE,
TECHNICAL EXPERTISE AND ADVICE. EFFORTS SHOULD BE
GEARED TOWARDS REZSPONDING TO BLACK=-GENERATED IDEAS,
ARRIVING AT A CONSENSUS ON HOW AGREED-UPON OBJECTIVES
SHOULD E:Z

SHOULD FIT INTO SUCH A STRATEGY.

(22I) PRODUCTION OF DRAFT GRANT AGRIEMENTS AND

- . SUPPORTING ANALYSES.

FOLLOWING CONCLUSIVE CONSULTATIONS WITH PROPOSEEZD
GRANTEES, THE TEIAM WILL PRODUCES TWO DRAFT SRANT
AGRSESMINTS PROVIDING FOR A.I.D. FINANCING OF SPECIFIZD
PROGRAMS AND INITIATIVES UNDERTAKEIN 2Y 8AF AND ACNKA IN
ORDER TO ACHIZVE THIIR PROGRAMMATIC GOALS. THEI DRAFT
AGRIIMEINTS SHALL EZ WRITTEN IN ACCIORDANCIEZ WITH ALILD.
SESCIFICATIONS AS DITAILEID IN A.I.D. HANI300K 293, AND
SHALL REFLECT USAID/SA POLITY AIMS AND OFIRATING
PROCZDURES IN SOUTH AFRICA. DUZ 7O THEZ MAGHITULEZ OF
FROPOSED GAF FUNDINE, THZ EAF SRANT AGRIEIMINT IN
BARTICULAR MUST CONTHIN, INTEZIR &LZIA, THEI FOLLOWINEG
SLEMENTS: (1) A DITAILEZD DISCRIPTION OF THEI SRANT AND
SPEICIFIC ACTIVITIES FINANIED THEIRIUNDZIR, SUCH
DESCAISTION TO INZLUDZ A STATIMINT OF THEZ T07AL COST
AND TIME FRAMI OF THEZ CGRANT; (Z) A DEITAILED
INPLEMINTATION PLAN, SPEZCIFYING THEZI C2JSITIVES AND
GOALS OF THZ GRANT, THIZ MIANS TO ATHIEVE THESE EINDS,

MET, AND AGREZING UPON HOW USAID/SA FINANCING
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(3)

KND SCHEDULES AND TARGET DATES FOR ALL ACTIVI ;
SICNS

A HIGHLY DETAILED FENANCSAL PLAN, INCLUDING PRCV
FOR REGULAR FINANCIAL REPORTING; (4) A DETAILED
REPORTING PLAN, SPECIFYING THE KUMBER OF GAF REFORTS TO
BE SUBMITTED TO USAID/SA AND THE CONTENTS THEREOF; SUCH
CONTENTS SHALL INCLUDE A LISTING OF SPECIFIC
PERFORMANCE CRITERIA AS WELL AS OBJECTIVELY VERIFIABLE
INDICATORS OF PROGRAM PROGRESS; (5) A BREIAKDOWN OF ALL
PROJECTED INPUTS UHKDER THE AGREEMENT, INCLUDING THE
SOURCE OF SUCH INPUTS, THEIR NATURE, AND WHETHER THEY
ARE TO BE FINANCED IN U.S. OR LOCAL CURRENCY; (6)
PROVISION FOR AN INDEPENDENT, MID-GRANT EVALUATION OF
FINANCED PROGRAMS; SUCH PROVISION SHALL AUTHORIZE THE
HIRING BY USAID/SA, AFTER CONSULTATION WITH GAF, OF
AMERICAN EXPERTS TO CARRY OUT THE TASK. THE EVALUATION
SHOULD EE BUDGETED INTO THE GRANT AGREEMENT ITSELF, AND
AUTHORIZATION SHOULD EZ MADE TO FINANZE IT IN U.S.
CURRENCY.

<
-
3
-

ALONG WITH THE DRAFT AGREEMEINTS, THE TEAM WILL SUSMIT
SUPPORTING ANALYSES 70 USAID/SA. THE ANALYSES, ONE PZR
DRAFT AEREIMENT, SHOULD MEET THE FOLLOWING
SPECIFICATIONS:

(1) GAF ANALYSIS: SHOULD =2 AFPROXIMATELY 30 PAGES,
AND CONTAIN: (9) A DETAILED TNSTITUTIONAL AND FINANCIAL
SVALUATION OF GAF'S CURRENT LENDING PROGRAM FOR SMALL
AND MIZRO BLAZK ENTERPRISZS, INSLUDING THZI PROGRAM'S
2TSPONSIVENESS 7O CONSTITUENT NEZDS AND ITS CAPATITY
FOR SXPANSION. THE ZVALUATION SHALL ADDRZSS, INTER
ALZA, THE FOLLOWING ISSUZS: (&) CAPITAL REQUIRFMENTS
SASZD ON SFFICTIVI DEMAND) (£) SAD DEST/ARRIARAGEIE; ()
g72: OF LOANS; (D) SOURCLZIS OF CAPITALIIATION; (E) THE
PREZCISE PROCEZSS OF DEICISION-MAKING ON LOANS, AND THE
LEVEL OF MEIANINEFUL SLAIK BLRTILIEATION THIRIIN: (F)
WEZTHER LOANS PROVIDE WORKIKE OR TNVEISTPMEINT TAFITAL]
(8) WEITHER RIFAYMEINT PLANS FOLLOW THZ CASH FLGW OR
SUSINZSS PLANS OF LOAN RECIFIENTS (8) WHETHZIR LOANS
ARE BRIMARILY DIRECTEID TO THE SERVICZ OR MANUFTACTURING
SSCTORS OF THE MICIRD AND SMALL=SZALE ZLACK ZICNONMY; (2
LN ASSZSSMEINT OF EAF'S TICIHKNILAL ASSISTANIE AND
TRAINING FROSRAMS, INILUTING

15
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THEIR RESPCNSIVENESS TO COMSTITUENT NEEDS AKD CAPAZITY
FOR EXPANSIORN; (3) AN SVALUATION OF THE DEGREE OF aLACIK
PARTICIFATION IN DECISION-MAKING RELATED 70 T&E LEOVE
PROGRAMS AND THE PROSPECTS FOR INCREZASING SAME; (<) A
SPECIFIC DESCRIPTION OF HOW THE GRANT AGREEMENT

ADDRESSES PROBLENS ISOLATED IN (1), (2), (3), AND OTHER
ISSUES; (5) A BRIEF SUMMARY OF ANY PROBLENS ENCOUNTERED
DURING THE CONSULTATION PROCESS, AND OF ANY ALTERNATIVE
PROGRAMS OR STRATEGIES CONSIDERED BUT ESCHEWED; (6)
WHERE NECESSARY, AN ELABORATION DF GENZRAL TERWNMS
CONTAINED IN THE GRANT AGREEMENT, OR A PROVISION OF
DETAIL HELPFUL TO GRANT MONITORING.

(II) ACNHA ANALYSIS: SHOULD BE APPROXIMATELY 10
PAGES, AND CONTAIN: (1) AN EVALUATION OF ACNHA'S

TIZS

ORGANIZATIONAL AND ADMINISTRATIVE CAPARCITIES,
PARTICULARLY AS THEY RELATE 70 THE GROUP'S ASILITY 70
LAUNCH & LENDING PROGRAM FOR INFORNMAL ENTREIPRENEZURSE;
(2) A DISCUSSION OF AN APPROPRIATE LENDING PROGRAM
STRATEGY FOR ACNHA, TAKING INTO ACCOUNT THE SPECIFIC
TELHNICAL ISSUSS LISTED ABOVE; (3) AN ASSZSSMENT OF
ACNHA'S CURRENT TRAINING AND LZIGAL SUPPORT FROGRANS,
TNCLUDINS THKEIR RISPONSIVENESS 70 CONSTITUZNT NEZTS AND
CAPACITY FOR ZXPANSION; (&) A SPZ{IFfIC DISCRIPTION OF
HOW THEZ GRANT AGRIZMEINT ADDREISSES PROSLZINMS ISOLATED IN
(1), (2>, (3), AND OTHER TSSUSS; (5) A BRIZF SUNMARY OF
ANY PROELEMS INCOUNTEZRED DURING THE CONSULTATION
EROCEZSS, AND OF ANY ALTEIRNATIVE PROGRANS OR STRATEEIES
CONSIDIRED BUT EISCHIWED; (38) WHEREZ NECZISSARY, AN
SUASORATION OF SINZRAL TIRMS CONTAINZD IN THE GRANT
AGRZZMENT, OR A PROVISION OF DETAIL KELPFUL 70 GRANT
MONITORZINE,

S, THEZ THREEZ FUNITIONS JUST DEISCRIZEID - ASSZSSMNENT,
CONSULTATION, AND 'BRODUCTION OF DRAFT AGRIEMINTS AND
SUPPORTING ANALYSIS = CONSTITUTE THE 3ASIC
RESPONSIZILITIEZES OF THE DISIGN TEAM. IN ADDITION, THE
TEZAM MUST REPORT REGULARLY 70 USAID/SA, AND SHOULD KEZZ2
A RECORD FOR EVEINTUAL SUSKZISSION 70 ‘

nr



USAID/SA OF ALL INTERVIEWS AND ACTIVITIES CONDUITEID IN
THE COURSE OF ITS BUSINESS, THE SUBSTANCIE OF THESE

;zep NOT BE DELVED INTO IN ANY SETAIL, BUT T«£ TOPI{ OF
TACH  INTERVIEW AKD THEZ FOCUS OF EACH ACTIVITY SHOULD EE

SUMMARILY LISTED.

THE TEAM WILL EE SUPERVISED BY USAID/SA'S SPDO OR HIS
DESIGHEE, AND FORMAL WEEKLY BRIEFINGS FOR USAID/SA ARE
TO BE PLANNED AND EXECUTED. BEFORE COMMENCING WORK,
ALL MEMBERS OF THE TEAM WILL MEET WITH THE USAID/SA
MISSION DIRECTOR FOR & BRIEFING. THE TEAM LEADER NUST
ENSURE THAT ALL WORK TS COMPLETED IN SOUTH AFRICA AS

CONTRACTED.
AME FOR FULFILLMENT OF THEZ TEAM'S

6. THE TIME FR

RESPONSISILITIES I5 39 DAYS, WHICH INCLUDES FOUR DAYS
OF INTEZRNATIONAL TRAVEL BY THE U.S. EXPERTS AND 25 DAYS
IN SOUTH AFRICA. A.I.D. ENTERPRISE SPECZALIST FAREMAN

WILL SPEND ONLY 21 DAYS IN SOUTH AFRICA. OF EVERY 7

DAYS SPENT IN SOUTH AFRICA, 6 WILL EZ AUTHORIZED AS

WORK DAYS, THUS SRINGING THE TOTAL PEZRIOD FOR WHICH THEZ

ARIZS AND SOUTH AFRICAN CZONTRACTORS MAY RELEZIVE

COMPENSATION TO 30 DAYS. NO PAID ZXTENSION OF CONTRACT
Ow

X e

e
=

TIME WILL =2 AUTHORIZIED. TEE FOLL 6 SCHEDULE IS
2RZMISED UPON A PROJEZCT COMMEZINCTINENT DATE OF JULY 11,
1©37:

TLLUSTRATIVE SCHEDULE FOR COMPLETION OF TZAM
FESPONSIZILITIES

DATEZS- ASTIVITY

JULY 11- ARIZS CONTRACTOR FLZIZS 70 SOUTH AFRICA.
JULy 4z~ ARIZS CONTRALTOR MEZZTS SOUTH AFRICAN

- - CONTRACTOR AND USAID/SA OFFICIALS IN

- - PRETORIA. CONTRACTORS FARILIARIZE

- - THEMSEZLVES FULLY WITH TEEZ USAID/SA PRIVATE
- - ENTEREFRISS DIVILOPMENT PFROJEIT PAPER AND
- - USAID/SA CSJECTIVES IN THE FIELD OF ELAIK
- - SUSINZES., WIRK EZEINE.

W



.;JUL$;2Q;”;1

JuLy 27-
AUGUST 3-
AUGUST 6~
AUGUST 8-
AUGUST 15
AUGUST 17
7. QUALI
(A) QUAL
THE TEAM
FARBMAN,
SUSINZSS/
MANAGEMEN
AFRICA
BUSINISS/
(z) sHoOU
FINANCE O

" CONTRACTORS BRIEF USAID/SA ON HORK
PROGRESS. ;

ENTERPRISE;EXPERT FARBMAN ARRIVES

. A-IIDI
ASSUMES TEAM LEADERSHIP,

IN SOUTH AFRICA;

" 'TEAM BRIEFS USAID/SA ON WORK PROGRESS.

TEAM SUBMITS FIRST DRAFTS OF THE TWO GRANT;W

AGREEMENTS AND SUPPORTING ANALYSES FOR
USAID/SA REVIEW,

USAID/SA RETURNS FIRST DRAFTS WITH
COMMENTS AND SUGGESTIONS. ‘
WO

- ZAM PRESENTS FINAL COPIES OF

ASS-SSM-NTS/ NALYSES AND TWO DRAFT GSRANT
AGRESMENTS TO USAID/SA. TEAM ALSO SUBMITS
LIST OF INTERVIZWS AND ACTIVITIES 70O
USAID/SA. (NOTEZ: WHMEREVER WRITTEN
PRODUCTS ARE 'EGUIRED 5 COPIES MUST EX
MADE AND SUBMITTED TO USAID/SA).

-18 U.S. EXPERTS RETURN 70 U.S.

FICATIONS AND JOB.RESPONSISILITIES.

IFICATIONS

WILL CONSIST OF A.I.D, ENTZIRPRISZ SPELIALIST

WHO WILL ACT AS TEAM LZADPZIR, A SKALL

FRIDIT SXBEZRT FROM THE U.S., AND A PROERAM

T/DICISION-MAKING PROCZSSES ZXPZRT FROM SOUTH

SREFZRRED QUALIFICATIONS FOR THE SNMALL

CREDIT IXPIRT ARZ AS FOLLOWS:

LD ®0SSEZSS AN ADVANCED DEEARZE IN BUSINEISS,

R ZLONCMICS; T



(11) SHOULD POSSESS EXTINSIVE LLADEMIC LND FPRAITICAL
EXPERIENCE IN KNALYZING MICRO ARD SMALL-STALE
SUSINESSES AS WELL AS LENDING PROGRAMS SERVING SUCH
BUSINESSES, PREFERABLY IN AFRICA;

(111) SHOULD POSSESS EXTENSIVE ACADEMIC AND PRACTICAL
EXPERIENCE IN ANALYZING THE INSTITUTIONAL DEVELOPMENT
NEEDS OF SMALL AND HEDIUM=-SCALE BUSINESS INSTITUTIONS,

PREFERABLY IN AFRICA;

(IV) SHOULD POSSESS EXCELLENT WRITING AND CONSULTATIYE‘
SKILLS; : o

(V) SHOULD POSSESS EXPERIENCE IN WORKING ON
COOPERATIVE PROJECTS. ‘ g

B, J0OB RESPONSIBILITIES

BMAN AND THE SMALL BUSINEZSS/CREDIT

BOTH TEAM LEADER FAR
EXPERT WILL SE RESPOMSIBLE FOR INTEGRATING THEZ
ACTIVITIZS AND TALENTS WITH THOSE OF TREZ SOUTH AFRICAN
CONTRACTOR. THE SPECIFIC REISPONSISILITIES OF THE TwWO
U.S. MEMEZRS OF THE TZIAM ARZ AS FOLLOWS:

(I) TEZAM LEZIADER FARBNAN REISPONSIBLE FOR SUPEZRVISING
THEZ WORK OF OTHZR MEIMEZIRS OF THI TZAM IN TONDUCTING
ASSTSSMENTS OF PROSFEIITIVE GRANTEES, CONIZPTUALIZING
STRATIEZIZS TH ADDREISS THEIR NIZDS, AND FRODUIING PRAFT
GRANT ASRIIMENTS AND SUSFORTING ANALYSEZS; FOR ZNSURING
THAT DIADLINZS ARE MEIT AND WORK 15 FEZRFORMED
SATISFACTORILY; FOR EINSURIMNG THAT PDRAFT ERANT
LERSSMINTS CONFORM TO ALL REILSIVANT A.I.D. OFZRATING
SROCIDURES AND REIGULATIONS, AND ACCIORD WITH USAID/SA
POLICY, CHIZF SPOKEZSFEZRSON FOR THE TEAM IN DEALINES
WITH PROPOSED GRAWNTEES,

tI1) SMALL BUSINSSS/CREDIT EXPEIRT: RESPONSIBLE FOR
LSSZSSMENT OF THE ZXISTINE OR FPROPOSID LENDING FROGRANS
0F SROSFECTIVE GRANTEES, AS WELL AS OTHER GAF AND ACNHA



INITIATIVES
cNTERPRISE;
T0 GAF AND ACNHA NEEDS

gecTIONS OF DRAFT GRANT AGREENME

ANALYSES DEALING WITH OWN AREA
WHERE NECESSARY; FOR ASSISTING
PROPOSED GRANTEZES. BEARS LEAD
COORDINATING WORK DONE BY SFLF
THAT DONE BY THE SOUTH AFRICAN

TARGETED ON ¥IZRO AND
FOR CONCEPTUALIZING
IN THESE AREAS]

(%)

§OONSIVE
rgR PRODUCING
NTS AND SUEPORTING

OF EXPERTISE, AND OTHERS
TN CONSULTATIONS WITH
RESPONSIBILITY FOR

AND TEAM LEARDER WITH
PROGRAM

MANAGEMENT/DECISION-MAKING PROCESSES EXPERT.

8. ILLUSTRATIVE BUDGET (SMALL

- ITEM - -

m

1. PROFESSIONAL COHPENSATION

- A. SALARY S
(30 DAYS AT C/DOLS.260/DAY)="

- B. OVERHEZA |
(30°DAYS AT €/DOLS.390/DAY)

[ PER DIEZM

- L. IN SOUTH AFRICA
(25 DAYS AT C/DOLS.70/DAY)
STOPOVZIR

- 8. ZUROPEA

(1 DAY EZACH WAY AT ¢/DOLS.150/DAY)=

- g, AIR TRAVEL WITHIN SOUT
(ROUND TRIPS TO DURSAN AND CAP
AT C/DOLS.725 AND poLE.23C, RE

BUSINESS/CREDIT :xPeri

TOTAL

o sous. 7,800

- BoLS. 11

<poLs. 2,450

ke



C. AUTOMOSILE TRAVEL WITHIN SOUTH AFRIC

1. ONE RENTAL CAR AT MONTHLY UNLIVITED |
MILEAGE RATE OF C/DOLS.750/MONTH DOLS. 925

I. ONE RENTAL CAR FOR TOTAL OF 4 DAYS
IN DURSAN AND CAPE TOWN AT . .
C/DOLS.25 PER DAY - - bOLS. 100

1§ v

TII. PETROL AT C/DOLS.20 PER TANKFUL boLS. 200

4. ADMINISTRATIVE SUPPORT

- h. PAPER, TYPING, PHOTOCOPYING= boLS. 200
- B. TELEPHONEZ- - - pOLS. 300
5. CONTINGENCIES~- - - poLS. 3,120
TOTAL- - - - -50L5.30,000

ALL FUNDS ARE TO BE DRAWN FROM USAID/SA PROGRAM
MANAGEMENT AND RESZARCH BUDGET. 3SARKLEYAR



S e

B YEPET <IA  }

tr
A

e

“ -t v - RS - v oy =, “ m e
SNSTITUTIONAL ASFISOMENTS - NMOLEL SIUIIS OF WlAN

4o s s\
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Scope of Work for South African Contrac:or.

Backcround

To combat the inhibiting effects of apartneid on black
entrepreneursnip and facilitate black private enterprise
development, USAID/SA has recently launched a 5 vear, £19
million Black Private Enterprise Development Project. A
central component cf the Project is the allozation of
touchly 56 million over the same period to foster the
institutional develcpment znd advocacty capabilities o<
0se is to enzble

.5

black South Af:rican business. The Suzp
blazk business to advocate and successfully pr-omozte
economic and politiczl reforms - including the removel of
specific zpactheid laws and rractices - as well 2s <o
essist it in demensizzting the mesits zag pctential ¢f
black entecprise in a fres-marke- £¥sIiem To the »laczk
Community, the white private sezzcr, znd the South Africean
governmeni. To tnlis end, the projecs contemplates funéing
f0z nencovecnmentel black enterprise suppors groups <o
PeImit Inem o ennance their own cepacities zansg,
conseguently, Tacse ¢f Inei:r constituenmcs, Depending upen
the particular inszitutions zng FI0FIEms Ctoncernsd, guzh
funéing would be zpplizzble o0 =he costs ¢tf celevan:t
technizel zssistance, tzalining, cemmodizy surcheses,
CPpeZat.ng expenses, werksnes z2né cohes mestings,
gdvertising, and publiizaztions.
AZter extensive UsnID/sa ceasultations wizh Slack leafers
&nd businesspersons, Two ini=iz) 2I0Dposed ¢rantees nzve
Deen ildentifies Tlese e zs foilzws:
* Nzziengl 2f-ican Toderz-eof Shimber cf Commesce
nrrenAasy
[IWATC2C0Y.
WATTOC s 2 neticnwide umtrellz crganizezion
Zepreszsntic v °over 12,000 black meanufzciurzezs zn2
TrEdsfs. It feguizes Sinzooial éssiczance o favale)
& Pelicy rsseazzon capzzliy, ensure finmzncizi
self-sulilliciency seczgznize iis giministrztive
S§-Iuftules, enlznce and enlasge izs acvecasy effeorts,
end >etter tlan its sTretecic echiestives A UBAID/SA
€zant ¢l Up o £3 =ziitica over ‘ive veers s planneé,
Wolld appIrowizmetely 1.4 milliica sla-ed fez TV o7,
2ssccizticn ¢f =lizzy 2 nIZnTE (2T,
ADA, 22 umirell:z crganlizzticn Zeveted =o intercess
€< Bouth Afiricz's »lzck dccecuntants, reg: funding
“C ensure IZinznciad se_l-suificiency, haz: p.&a iss
Ellalegic chjentives, Zfazilizzze i-s instizusicrnal
cevelcopmens, zné TEIIy C0Utl froctczems ainm &z
increasing the nunmters z-a well-zsing ¢ =lzsok
gsoountente. sPrIcoximately S20,000 rzs Seen
Prelininzsily zzrrenes <2 =ne FIour, in tne fcormoces
gingle 87 c-zns
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USAID/SA is seeking a black South African centracior to
assist it in analyzing the need for and preparing the
proposed grants just described. Ahs set out more fully
below, the con:tracter would work clesely with three
American counterparis in conducting detailed instituticnal,
organizational, financial and advocacy program assessmencs
of NAFCOC and RBA, drafting tenzactive grant agreements
besed on These acsessments, and proviéing evidence and
rationales to suppor:t the substaniive content ¢f such
agreements. Work would be conducted wholly in South
Africa, a2nd would span 32 working céayvs ove:r a peziod of
some 5 1/2 weeks, from rmid-June o micé-July, 1987.

e of Work.

wm
J
(1]
«©
.o
" h
v
(8]
w
0
[e)

The one tlack South Rf-iczn za2d three Amecicen contzaciocs

will comprise the desicn tean, in eccozfence with <he

cuidelines znd individuel jeb cesponsibilities specifieg ip

section III, below. The tezm 2§ a whole will »e

Zesponsible fer the sollowing zctivicies:

> 2ESecsments ¢f S-pgreccive Grzotees
The teznm will evaluzte =he Zespeciive czgaczities o
RAFZIOC and 132 to -ezch tne geals zne- z-e cutlinesd
ebcve and i w11l be elzdcczted ia Clsater cdezel)
Thrzeouvch tezm neuvliteticns with USLID/SR zn23 The
TIcpcsel grentees Susn evaluations will incluia
gssecssnments ¢ intez zlia: (X) the zzozosesd gIéotese'’s
2&sT &né pIes SnoIZi-term plane, 2nd the level ¢t
colcliiance =h WoTL! 2lso0, any past ¢: Trasens
longes-tezn slane, znd sme evel oI cenmtliance
tdefewlith; (Z) zhe FICpCsed ¢razntes's finmznciza
Capatlilictisg, mezev-ez 5y peset 25 presens >uégets,
t2e feles ¢ crewzn thezecl, znd anv paes ¢: rCesenc
$ifficulzies felzzesd ~n&lelc; also, tne group's
Sinanci I-suiiiciernzy, measuced ¥ 1nLe natuse ané
£ z ‘eéliee end eupeniicuzes zni =-a TIlessnte
o Sl CThsr zozTuzl oo fIospestive chazizz=te
cre (3) tne proposed ¢rantee's cum-e--
géni TIetive sifucsure z=f Cazzactity, Imclufing iws
cz: -0 menege elfectively grant mooies zna
uné surszential new iniziztives: glsc, zne
cue < the crranizeticns' presens -gzleceniy ans
[ ) The frcpesed creantes’s infltznze zns
[ itnin Its entresreneyvcias eni/ser zocofzesiznzl
SeRmunity, &5 nmezgucsd S¥ the netuzs ené extent of
WEMOeIenlD In Ine crgaznizzticn zné -he Cverell imcec:
CJ Pest pIcgIenms oo inisizsives LhZsflersn oy it
8isc, tne instituticave Czflee ¢f zzzecs ¢ cthe-
czfalilleticns ¢z surzocss $ICUizs (:-lzowm-led o
Cihelwise) end lts staniing ia z- gves; (%) the
Fotposel grantes's ceazzcity Zfo: tiive lcibdving oo
nelWwoIning, zs nmezevurnsd Iy otne : £.CC858 oo fziluce 1

U
N\J
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of its efforts in this regard, by the na:zure and
extent of its participation in conferences, fora and
other relevant exercises: also, the croup's ViSibili:y
and reputation among lobbying and advocacy targe:s
such as wnite political figures, white
businesspersons, and, most importantly, the black
community.

Information necessary to such assessmen:cs will be
cathered through evaluation of :the documents and
written materizls of proposed g¢g-antees, and thsough
extensive interviews with the sta®f of such czoups,
memberzs oI Thei: respective professionzl communicies,
possessing relevans: knowlecge. USAID/SA

and others
anticipate that in ocder o eZfectively condéuct such
assessments, the South Africzn contrastor will zlso
fave To drew on the expe-iences cf successiul Sou:zh
AZricen lobbying and specizl inte-ec- ocganizeztions,
acceréingly, two davs ¢f interviews wizh gzoups such
s The AlIrikezens Hendelsinstituu:s zad othes
brolessional federztions hzve Heen budgeted Zer in
gfvance oI the zrrival cf the Zme-ican tontrectiecs ang
the fozmal crezetion of =zne desicn tean.

Digiocue zné ceonsulszsipne wivhn cltoccef crzrtess,
Uped completicn 0f the z2gsssspmen- F-0cess the teznm, ia
conjunciion with USLID/SA, shald entes inzo
censultatlions witn NAFCOCZ zns 23k overs WLET 2tleDs suza
ercanizations micht tzke to scnhisve thels respective
institutionel davelooment zné eévocecy ccels,
Consultztions snhould ziso focus en -he rfecise r2lz %o
08 zl:zveld In such initiztiveg av ey USRID/SE Zunéing,
&nd the extent ¢f Zlnzncing neeisi.  Tre FIocsess
shoulé be cone of €lalegue, with the proposes fIzxntees
establisiing theiz priorzities zmf zimg gné the tezn
FIcvifing construciive cuidance, tezinical expertise
&nd aivics Z2ZZozts shculd be geared wewacis
Ssgsooniing ck - generzztel iiezs, gsriving aT &
tcnseneus egreed-upon chiectives zhzyuli =e mes,
ani now US Iinencing should £i: into sucn a
stzetecy

Frofucticn £f frzfc coan- atfresmente egnd sunoesting
gnzlveecs,

Following czencliuveive cong and negesizziozns
with preopesed g-enzees, - il rooévce three
€zaft coent egresments os I R.ILD. finanzing
€2 specified trogrrenms zané i egiives undestzhen by
KAFCOC and 232 in orzder =0 zziieva =nei-s instizusicona:
€evelcrment zané gIvecasy greles The dreit zgreemerncs
shall be wrizitien in zzoesianmce witia n.ILD.
specificaticns ze ¢ezaziles inm 2.-.o. nanidock &l3, ani
snall teflecz: VIniDss: solicy aims and
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operating procedures in South Africa.

Due to the magnitude of proposed NAFCOC and funding,
the NAFCOC grant agreement in particular musct contain,
inter alia, the following elements: (1) a detailed
description of the grant and specific activities
financed thereunder. such description to include a
statement ol the total cost and time frame of the
grani; (2) a detailed implemencation Plen, specifying
the objectives and goals of the ¢grant, the means =o
achieve these enés, and schedules and ta-ge: cates for
all activities; (3) a highly detailed ancizl plan,
inclucing provisions for regulaz Iinancial zeporting:
(4) a detziled reporting plan, specifying the number
¢f grantee reporis to be submit:ed to USAID/SA znd :he
contents thereof; such contents shall include a
listing of specific perZocmance criteria as well as

£im
- asd

cbiectively verifiahle inéicazozs of PIOyIER progress:
(5) @ detailed treakdown cf 211 projectied inputs uwnde-
h in

agleenent, Incluéing the sourcce ¢*
netule, &nd whether thev are o be

the

thelir

U.S. oz lozzl cuzzency: (6) provigien fo- zn
inéependent, mid-crant eveluaticn o< finzgnced
PIOCIams; such provision shall auzhesize the Riziag oy
USRID/Sh, z2ftes consulizzicns with the Zespective
¢zantees, cI imerican experts =o SEIIY cut the ztask,
The eveluzticn should he ducgeted into wihe grans
ecreement itself, znd zutheziszzsicn shctid be maée =p
finznce iz ia U.s. Suzsency.

zlong wizh zhe ¢ra<*: acseements, the tezm will gyspis
EUPPOITing anzlvses to USatD/S:. The znzlvees, cne
PeI 2rezit agcreemenz, chovld indiczte the instisusienagd
cevelopment zad 282V0CTeEly neels of ILTOOC znd r2A, how
these czcznizztiocns z-e Tulrently Zeiling to adirecss
SUCZh neefs, zad how -he ctllespeniing grant acreemencs
&le taiculzted o0 -edress -ne Fzedlem. Yere specifiz
teguizements feor ezzon €l the enzlvses are zg Iollcws:
YORATSCC znalvei.,  Sasuild e EPpilXinately 30 pezses,
and centeain: (L) an evaiuztion ¢ NXFC0C0's
eogeniczeticnel znd géministzative cepacities ans
S.elgihs/eghcztconings, specificelly ia the aszeas of
finence, perscnnel =5€, reseazch, &nd icsdyinag: (2) aa
eveluztion ¢f KiF20l's fegree ¢f finmanzizl
self-sufficiency and Fo0epects Ieor same; (3) zn
gfsessment cI tne services Ceci-ed 5 NATZOC's
cénetituents, zni woa- £uch constizuents would me
willing o zav fo:: (4) & discueeicn ¢f NLFZOC's
long-term erganizetiernz: coieciives, pricrcizies zna
gcals, ené the nmez-s mwECessaly to acileve tuzh ends:
(£) & gpecitin cescrizticn ¢f noew =re FIE&nT &fresment
edilzesses (1), (), (Z), (&) &ané ¢c=ner- ~gsves; (¢) a
Szlel sumnmasy of €Y pIciilens snsounteces uzing the
negetiating rrocess, amg CI &ny alteznative TIogzems

-~
Ny
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or strategies considered but escheued (7). whe e
netessary, an elaboration cf general terms' contalned
in the grant agreement, oz a provision of detall
helpful to grant monitoring.

~ ABR analvsis. Should be approximately 7 pages, and -
contain: (1) an evaluation of ABA's organizational
and acdministrative capacities and strengths/
shortcomings, particularly as they relate 10 :the
gzoup's lobbying and advocacy activities; (2) an
evaluation of ABA's cucrent programs o pcomote the
numbers and well-being c¢f black accountants, and
whether such programs ace -esponsive to :the gcicrizies
of this prcfessionzl community; (3) an evaluation of
A3A's degree of financial self-sufficiency and
prospects for same; (4) a discussion o0f A3SA's

leag-tecn ozganizational objectives, priocrizies znd
goals, and the means necessacy to achieve such ensds,
(5) a specific cdescription of how the grans agzeenensc
adéreesses (1), (2), (3), (%) &znd o:the:- issues: (6) a
brief summary of zny p-oblems encountered dvzing the
negotizting p-ocecs, znd ¢f anv zltersnztive rroccanms
er stzeztegies considered but eschewsd: (7) wherse
necesgszIy, an eladeration oI g¢enezzl tesms contained
in the grant agreement, o- a provision of desail
helipiul to craant monitoring.
The three functicns just desc-ibed -~ zcsecsnmens, censvlseaticen,
and produzticn of £-zft zgseements znd EUrPOIting anelvses -
constitute the basic -espensidbilities ¢ <he desica tezm.
adcdition, the tezn should mainzal Zegular contact with USRID/SH,
&ané sheuld Keep z zecesd fe- eventuvel subnission =o TUERID/E
memorizlizing 2l) imterviews and activitles cenfucted in The
couIse €¢I lts business. Ths substance ¢f thase need acs be
celved Iato Iin any detalil, but the topic of ezch inmzesview 2ad
the Zocus cf each zetivizv choulé e summacsily Ligted.
T2e tean will be supesvised hv UIAID/SX's IFOD oo Rie assiznze,
&nd foozmzl vaskly Soiefings foo USATD/ER zce o be T.annei znd
execuzed. Zelcce conmmencing woeok the tezn will mess wi=h =ne
USAID/SR Misslicn Dizectes fc:- 2 briefing.
The tine ZI:zame feor fulfillment of the tean's Zespensibilizies is
22 working éave, which inzludes =vwo €ays ¢f iztezviews =y ths
South RIriczn contractor befcze the zzrivel of rig/hes U.S.
countelpaIls and the creztion ¢f the desiza tezn. The semaining
20 wezk devs zuthorized mues be comdlesed wisain a sezicd ¢f s
weeks. No zaid extensicn ¢f ceontzezot time will be é::hc:izei.
The Icllcwing schefuie is Toemlised upon a project commencemens
€ate cI JSunme LY, 1%:7:

%
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ILLUSTRATIVE SCHEDULE FOR COMPLETION OF TERM'
RESPONSIBILITIES. R E—

Dates Activity

June 1l - 12 South African consultant conductsf
interviews before arrival of American

counterparts.

-

June 15 U.S. contractors ar
Afzican contractor and USAID/SA of£1c1als
in Pretoria. ©Projec: team forned.
Contractors familiarize themse’ves ‘u A4
with the US.ZD/SA Private Zntersp:s
Developme": Zoject Paper and USA'D/SA
objectives in the field o< black businecs,

June 16 - July 8 Team condus ts assessmen:s. ceasultaticns

and pr-oduczion c¢f Iough dreft zgreements
ead S"“DC::lng enalvses, Provides
briefings for USAID/SA on June 24 and July

l cn team progress to cdzce.

July ¢ Tirst drafts of the two great zgreemencs
end suppozting znalvees gue fo- USrID/s2
review. '

July 11 USZID/SA :zeturns first grz2es wis=h
ciRnents and suggesticnos.

July 8 Team presents finzl ccoies of =wo
&ssessments/anelyses zad two Eraf- gzans
EfIesments To USRID/SA in Pretcriz. Teazm
2is0 sudmits i1ist 0f insesviews gnd
activities to USAID/SL, and povides
USAID/Sz with finmzl =ziefing,

(Note: wharever wrizeozn cIoZvcts z:-e
teguizes, 5 cories zhesens SUET te meie
&nd suinittsd to UsaId/skn). ‘

1I1, i¢d cecooneinilicieg,

“a.

The team will consist of 2 ceznm leadez/instituesicnal
ceveleorment expecz, 2 lebbyring/eévocacy eXpezt, and a
Etcztegis plan:in;/self-suffi:ien:y gxpelt, &ll frzen the
U.S., znd & p-ogram menegement expeIt fzom South 2fsice.
The progcenm MEnecement eXpeIT should trefesaniv pessess
the fcllowing qualificzazsisng:

@82 acvanced Zfegree ia business c- eccnenics;,
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= “extensive academic and practical

analyzing the institutional devel

experience in
cpment and advocacy

needs of small and medium-scale Soucth African

business organizations:

* academic and practical knowledge

0f the obstacles

facing South African black business in general, and

small and medium-scale black busi

in particular:

ness institutions

* excellent writing and consultative skills;

x experience in uo:king‘on cooperz:
other contractozs: .
* the contractoss should be black,
be employved bv a black-led 2and ow
company. :
Job cecnongibhilizipg,
The Sou:th 2f-iczan PIoCzam manegenment e
Zesponsidble for integrating his/her ac
talents with these of the Anezican con
feport Cirectlv o the teznm lgzdez, 7
ctesponsililizies of =he PIog-azm menage
follows:
* peérticiszticn in assecsmencs ctf <
éevelopment and aévocacy needs of
* pérticizaticn in the woiting ¢f ¢
eg-e2ments with NATCOC and i3z, =
SUpFpoIting anzlvses gcconmpanying
> Foovisicn ¢f expert zévize =o och
the peculias censtrainis zad chal
&nd mediuvnmescale bhlask Susinegs
Scuth 2fzicz;
ol pérticizatiza in =he rIZocecss ¢f =
PoOg¢zam planning with poeoposed e
x Sackstopping ¢f o:hes T82n nembe:

iVé p;ojec:s'wi:hj

oz, at the leasz,
ned coasulting

Xperst will he
tivities zné
TZ&ftoss, and wii
he specifia

MELT eXDeIT zre z2s
e iaszizutisnz?
NZTCOC znd 231:
zgit grans

s well zs . .
TREese zgreemente:

€2 Tezm membess on
lengss fasing smzll
astizuvizag ia '
cnsultatica znas
gntees:
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Jtem "~

1, Professional

Compensation

a. Salary and company ovezhead,

(32 days at ©/$350/day)

2. Per Diem
a., Tor
(6 cays at c/5o7/day)

ravel ouhszde P:eho 1a/JohannesbL.g

ia South Afr-ica
Bloemfontein and
and 5230,

3. Trzveld
2. Alz Travel Wi
(round t:zips to Durban,
Cape Town c¢/§1Z5, s112,
cespectively)
b. Zutecmobile <
Scuvth 2frice
I, One rentzl czz 2
monthly unlinmise
¢ c/8750 pe: menzth
II. Fetzol &< ¢/820
4. atnminics-zsive Syopere

;Iiiustrative Budget (South African Ceontrac tor)'

. $11,200

120 .
SOy B

TN I8

Tunés to be gc-awn

Tesezcch budges.
ww £1) itenms

Cualify fc:r Ageacy

must conform o ALIVD. ree
£ o 2in o

’ {7
4
™
o |
'.’.
[
0

s 60

i -
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INSTITUTIONAL DEVELOPMENT AND ADVOCACY PRCJECT

Scope of Work for U.S. Contractors.

Background

To combat the inhibiting effects of apartheid on black
entrepreneurship and facilitate black private entecprise
development, USAID/SA recently launched a 5 year, £19.5
million Black Private Enterprise Development Project. A
central component of the Project is the allocation of
roughly $6 million over the same peciod to foster the
institutional development and advocacy capabilities of
black South African business. The purpose is to enable
black business to advocate and successfully promote .
econoric and political reforms - including the removal of
specific apaztheid laws and practices -‘"as well as to-—
assist it in demonstrating the merits and potential of
black enterprise in a free-razket svstem to The black
comrunity, the white private sectof—~=nd the Sou:zh
2frican government. To this end, the project
contenplates funding for nongovernmentel black business
suppeCt Croups to percmit them to eakance their own

=2
(1)
1
3]

capacities and, conseguently, those of =

censtitvents. Depending upon the parstizules institutions

an€ progciams concecned, such funding wouid be’ zppliceable

To the cests ¢ celevent technical assistance, tizining,

commocity puschases, operzting expenses, wocksheps ané

other meetings, adévertising, znd publicztions.

riter extensive USRID/SAZ consulizzions with blazck lezédecs

and businpesspersons, three initizl propeosed c-antees Lave

been identified. These ace as feollows:

" Recionzl 2f-iczn Tedezzted Chzmber of Commersce
(LN=TC0C).
K:ZCOC is 2 netionwide umbrella o-canizatica
zepresenting cver 12,000 bdlask =zaufaciucess and
tradezs. It zeculres Zfinanciel sssistaace to
Gevelcy & policy rsesearch cazpacity, ensvse finzncizl
éelf-s;ffi:ie::r, zecrganize lcs séministraztive
sTlucluzes, snnance and enilacge 1ts aévocacy
gZfcrts, and better plan its stretegic chjectives,
A USAID/SA ¢zant cf up to £3 =illion ove: Zfive ' vears
is planned, with zpproxicately 1.4 million sizzed
oz TV 87.

« Ziack Manzcement Torum (3VF),
3¥T is a suppcst DOCEY Zer black managess in
business. It needs fizaznrcing to easure finmancizl
seli-suificiency, shere up its 2éminiszraticn,
better plan its straztegic obiectives, ifncrezse its
rocfessionzl outzeach zzpaiilities, instituze
seésearch, edvzaticn, &nd :zz ng progrens, ani
cevelop a lodbving unit to & ¢n and acvocete
gfficmative azcticn initiztiv in the zroimary
business seztc:z. Up 0 £300 O has teen
tencatively ellccated 3y USAID/ER for IMNT ifa TY 87,

| PV
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nssociation of Black Accountants (ABA) .

xBA, an umbrella organization devoted 1o the
interests of South Africa's black accountants,
requires funding to ensure financial
cel®-sufficiency, better plan its strategic
objectives, facilitate its institutional development
and carry out programs aimed at increasing the
numbers and well-being of black accountants.
Approximately S$50,000 has been pceliminarily
targeted for the group. in the focm of a single FY
87 grantc.

USLID/SA is seeking three U.S.-based contractoris to
assist it in analvzing the need fo;ngndlp:epa:ing <he
proposed grants just described. As-e&smout moze fully
below, the contractors would work closely with a blacX
South Afzican counterpact in condugting detailed .
ipstitutional, osganizat , finaneial, and advocacy
p-og-am 2ssessients of ospective crantees, zeft
¢cant ag-eements vased o se assessments, &nd
pcovicing evidence and = naies ToO suppcIt tThe |

s ac-eements. Work wouid be
ouvth 2frica, and would span
& of some 6 weeks, =Iol

ing

subszzn-ive content of

conduczed aimest wholly =
23 wozking cdayvs over & De
6

Specific Scope ¢Z Werk.

mhe one plack 3cuth Af-ican and three amecicad
con=-azzozs will ccmpcoise the design teanm, I accordéznce
wish the guidelines and individueal jop responsitilities
specified in sectica III, below, The tTeam as a whole
will be zesponsible foz the foilowing activities:

* Sesegsnencs oF Precpective Grantees.

mms wzzm will evzluate the respective capacities ¢
NATCOZ, EMT, &nd AIR t0 fezch the goals TheT &If cuziined
z5cve 258 TheT will be elzboratel Ln greztecl fztelil
s=-ouga tezm consultations with USRID/Sa znd tThe poeposed
gcantees. Such evaltztions will include zE£secSsments oI,
imeps"22iz: (1) the proposed grantee's pasc and pzesens
ghoct-tesm Tians, zadé the level of cozp.iznce thezewitky
2130, any pest ©I pIesent LolgeI-teIld p.zns, &ad the
level c¢£ compliznce therzewith; (Z2) the propesed crantee!'s
£isanciz) cepesilities, mezsured DY past znd presenc
puégets, the -etes ¢I crowin «re-ecf, and eny past ¢l
present ciffizulties relzted theretol 2.s0, The c-ovp's
£ipzncizi self.gufficiency, measured DY tone LETUIE and
excent of -evenues &né expendituzes &and the pIesente oo
task of otaer actuzl o prospestive chazitatle gIrants:
(3) the F-opcsed §rantee’s CuUIZEnT siministrative



structure and capacity., including its capacity to manage
effectively grant monies and undertake substantial new
initiatives; also, the quality of the organizations'
present leadership and staff; (4) the proposed grantee's
influence and support within its entrepreneurial and/or
professional community, as measured by the nature and
extent of membership in the organization and the ove:all
impact of past programs or initiatives undertaken Ly i<c;
also, the institution's degree of access to other
organizations or support groups (black-led or otherwise)
and its standing in their eves: (5) the proposed
grantee's capacity for effective lobbying or networking,
a2s measured by the past success or failure of its effozts
in this regzrd, by the nature and extent i
participation in cornferences, foza Zncr
exezcises; also, the group's visibilicy
among lobbying and asdvocacy targets.such
political Zigurces, white businesspecsons,
irportazntly, the black comrunicy.
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Production of draft grant acreements and supporting
analvses.

Following conclusive consultations with proposed
grantees, the team will produce three draft grant
agreements providing for A.I.D. financing of specified
programs and initiatives to be undertakea by NRFCOC, BMF,
and ABA in order to achieve their institutional
development and advocacy goals. The draft agreements
shall be written in accordance with A.1.D. specifications
as detailed in A.1.D. Hancbook #13, and shall feflect
USAID/SA policy aims and opecating proceduces in South
rfcica.

Due to the magnitude of proposed NATIOC and BMFT fundi
+he WAFCOC and BMT grant ag:eemen:s*&nv#a::icula: mussc
con-ain, intec zlia, the following elemedts: (1) a -
jezziled descciption of the ¢rant and specific activities

Q

simanced Thereundez, such desc-iption;to iaclude a
s=atement of che totazl cecst &nd time f£r-azme 0f the ¢rant;
(2) a éezziled implementation plaa specifying the
objectives and goals cf the c¢cant, the means TO acazeve
=nese ends, &nd schecdules and taIigec gzates fo- all
ac-ivizies; (3) & hichly detailed <ineancial plan,
incluéing provisions ZIo:Z cegular finznciezl cepeztiag: (4)
s Gewzileé -epcr-iing plaa, specifying tne nunbes of
Ccaztee -epcIis 10 de su=xmizzed to USARID/SE &nd the
contents the-ect; such contents shall inciude a listing
of specific perlocmance c-itec-ia as well zs objectively
ve-ifiablie indicateors o0f frogffam PIOFISES) (5) & cetailed
breakdown of 2ll p-ojected inmputs uncer o2 recpective
acceemenzs, including the souIce cf such inputs, thel:
rz=ure, zn3 wnether thsvy zce to0 be £inzaced L2 U.3. ¢I
ioczl cuczznzy; (&) T-ovisicen ZeoZ ad indepenfent,
rid-grant evaiuzticn of Zinmanted pIOCIERS; Suca c-ovision
65211 zuzmorize tThe nizing sy USAID/SR , &:Ztel
consul-zzions wizh the respective grantees, oI 2mecican
expesTs TO CaIIy out the czgk. The evalustic2 saculd de
puécetsé into the Frant agleenenc izserf, anéd
gusma-i=z=izn gasuli be made to finance It Ln V.S,
croceacy. )

aleng with the é-caft agoeements, the TE2m wiil suinic
supporting analvses to USAID/SA. The zonzlvses, che pec
¢zzft ac-eement, shouid Indicate the iastizuticnel
ceveiopment &nd aévocacy neels of WMFCCCZ, 3MF, &nd A3A,
how these o-ganizzticns aze cuIrently £2iling <o aifress
such needs, znd now whe co-sespenéing crant agleements
aze calculated to ced-ess the prodiem. MoZe epecific
ceguicements for each ¢f the thIee 2nz.yEes &z@ &S
folliows:

|V
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‘= NAFCOC analvsis. shouid be approximately 30
pages, and contain: (1) an evaluation of KNAFCOC's
organizational and administrative capacities and ‘
strengths/shortcomings, specifically in the areas of
finance, personnel use, research, and lobbying:; (2)
an evaluation of NAFCOC's degree of financial
celf-sufficiency and prospects for same; (3) an-
assessment of the services desired by NAFCOC's
constituents, and what such constituents would be
willing to pay for: (4) a discussion of NAFCOC's
long-term organizational objectives, priorities and
goals, and the means necessaly o0 achieve such ends;
(5) a specific description of how the grIant
agreement adéresses (1), (2),"(31".(4)'and othe:
igsues; (6) a brief sunmary s amyrpsoblems
encountered during the negotizting pcocecs, &and c*
zny altecnative programs or s;;a:egies,conside:ed ‘
buc eschewed; (7) wherte nhecessaly, an-elaboration of
genezzl te:cms contzined in the ¢rant agzeement, o2 2
provision of detall helpluvl tTo ¢Iant monitoring.

Y233 0

=« aMT zpalvsis. Should be zpproximetely 15 pacges,
and cecntein: () &n evealuation ¢l 3T!s .
organizationzl and administrative czpacities and
st-eagths/sheotcorings, pacticulazly as taey relzse
T0 the ccoup's 1iobbying &nd advocacy activities; (2)
zn assecspaat ©f BMT's abiliiy tTo cazIiy oul
succecsssnl resez-ch, education and training progIams
£0- its consticuents; (3) an evaltvetion ¢l 3¥T's
pianned zffirmative action initlztive tz-gected ot
the primasy business sectoIl; (4) &l assessmeac ot
==z gzovviges fzgized by T 's constitusnts, and what
such censtizusnts wouid be willing to zay fozr  (3)
a2 ¢iscuesieon ¢f 3M7's long-tezm o-ganicational
obiecztives, priorzities &nd goals, and the MEERS
necesszcy to achieve such ends; (6) a specific
gescoiptica ¢f how the ¢rant agreement adlresses
(1), (2), (2), (4)., (3) and other icsues; (7) &
bsief gummzsy of zay poo-lems enccountered guzing tThe
negctiating p-ocess, &ndé ¢l any gozernztive TIOrIIELS
- s:i-ztecies congidered put eschewed: (E) whele
ecessary, &2 elaboration ¢f ¢enerel tezns centzinel
a the ccant agreement, ©X 2 provisioen of gezail
hnelpful o ¢razt zonitoring.
= 222 znzlveis, Shouvld be appoeximately 7 peges,
and contTein: (1) &n evaluation oI A3R'S
orgenizaticnzl ané zéministzative cepecities and
stcengins/choctoonings, parviculezly &s ThEY ce.zte
T0 the group's lebdying znadé aévecerty ectivities: (2)
zn evaluatica ¢f AIR's cuIzent pIcgIams to pIORCOLS
cme numbers znd weli-being ¢f black zccountants, &nd
whether such pro¢rens zze cesponsive to thd
priczities of this prefessicngl community: (3) aa
avaluazicn ¢f AIA's &egoee ¢l Ilnenciel
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cself-sufficiency and prospects f{or same; (4) a
discussion of ABA's long-term organizational
objectives, priorities and goals, and the means
necessary to achieve such ends: (5) a specific
description of how the grant agreement addresses
(1), (2), (3). (4) and other igsues: (6) a brief
sumrary of any problems encountered during the
negotiating process, and of any alternative programs
or strategies considered but eschewed; (7) where
necessary. an elaboration of general teIms contained
in the grant agreement, or a provision of detail
helpful to ¢rant monitoring.
The three functions just described - assesszent, consultation,
and production of drait agreements and sTrporTing analyses -
constitute the basic responsibilities of the design team. In
addizion, the tean should maintzin regulag contact with

US2iD/S:, znd should keep a zeco:zd fo: eventual subricssion to
USLID/S2 memo-ializing all interviews and zctivities conducted
in -he couzse of its business. The substuante ol These need not
be Gelved into in any detail, but the topic of each interview
and the focus of each activity should be stnmarily iisted.

',
mhe zean will be supecvised by USAID/SA's E7FDO oI his desicgnee,
znd formzl weekly briefings Loz USAID/SA &Ze tO be planned &ud
eyxecu-ed. Sefoze conmencing work the teem will mees with the
USAID/SE Miecsion Directos for z bciefing., The lean leader must
enst-e that a2)) wo-k is completed in South AZrzlca as contcactel.
mhe =ime f-zme fc:- fulfillment ¢f the Team's zespensibilities
is 42 &zvs, whizh incluées three cavs oI intezviews by the U.S.
seam lezder in wasaiagien, S.C., feur cdavs ¢f internaticnel
czzvel by the U.S. coxntcactors, and IS cavs in Sputnh 2isfica,
mne U.S. comocactos fusnishing expertise ¢a loxdyring anc
zévozacy wilil spend onliy 21 cavs in Sculh pfzizz. Tor the 3
weeks ¢f cn-cite research, 6 davs out cI eveIy 7 will be
au=acrizes as wook éavs, thus tsinging the tetal perlods Ios
weigsn woe cespestive U.S. contractels mey fecelve conpensatioen
=0 =ne follzwizz: cezn leszlez, I levs: stcetegic
planning/self-suificiency expeIt (ses gxslanzticns in secs. CII,
beicw), 30 éavs; lebbving/azdvocacsy expell, LB davs. No peiéd
ex-encica c¢f contrzoT time will be zutaeccsized. The fellowing
schaéule is prezised upen 2 project ccinencerent dzte ¢ June
10, 1987:

| v9
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June

June

June

June

July- 9 Tizst érafts of the three grant agreemencts
and supporting analyses éue fos USAID/SA
teview.

July Ll USRID/SA ceturns firgt grzfts with cemnmencs
&nd sucgesticns.

July i8 Team presents finz) copies ¢f throee
asséssnments/enelyses ané throee drafcs
&greemsnts to USAID/S:L, ia Preiocia., Tean
&iso subnits list 0f intecviews axd
gstivities to VUSIARID/3A, end szowviies
UVSAID/82 with £inzl oroiefing. (Neze:
wherever wIitten proéucts zrze seguicaed, 3
ceples therecf must be zzde anid susmiszted
to USRID/SR).

July 20 - 21 Zemeining U.S. contracters cetusn o U.S.
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ILLUSTRATIVE SCHEDULE FOR COMPLETION OF TEAM
RESPONSIBILITIES. =

Dates Activity

10 - 12 U.S. team lcader conducts intezﬁieus‘in
Washington, D.C.

13 - 14 U.S. contractors fly to South Africa.

15 U.S. contractors meet USKID/SA officials

and South African contractvors in Fretoria.
Project team formed.: Contractorcs
familiacize themselves fully with the
USAID/SA Private IRveTPrise Development
Project Paper and USAID/SA objectives in
the £ielid of black-bdusiness.
. Mmoo 4
16 - eazly July Teem concucts assessmencts, consultations
and production of rough érzft agreements
and supperting analvses. Provides
briefings Zoz USAID/S2 on June 24 znd July
1l on tezm p-oczess to Gate. .

-
.

S. lobdying/advocacy expert retusls To
]

o
!
~J
(=N =

| Wb
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'Qualifica:ions and iob responsibilities.

Qualifications:

The team will consist of a team leader/institutional
development expert , a lobbying/advocacy expert, and a
strategic planning/self-sufficiency expert, all from the
U.S., and a prtogram management expert (to be contracted
separately) from South Africa. Preferred qualifications for
the three U.S. contractors acze as £follows:

- Teanm leader/institutions?) develcopment experst.’

Should possess an advanced degzee~in business oc:
economics. Should possess extens s ve academic and
practical experience in an;’y"*ng the instizutional
ceve1opmen. 0f esrall and mediux-scaie business
ocganizaztions, prefezably in A%tica. Should possess
excel lenu managezial skills znd expecien
cocséinating projects znd personnel a::~v::1es. Should
possess excellent woiti tative skills,

nce ia

* Lobhving/zdvocacy expers.
Shoulid peesess en aévanced dec-ee in business or public
relztions. Should possecs extensive zcadenic znd
pcacticel experience in evaluating the lobbying znd
advocacy neecds of smell znd meditm-sczle inteces:
g-oups or institutions, poeferzbliy in xfzizz. Shoul
pvesess excellznt woiting end consvitative skills, zné
expezience in worsking cn coopecative projects.

ol Stcztecic oilanninc/selfsufficisncy syoerg.
Should pessess and aévanced degree 1 bueiness ¢
ecscaenics., Shouléd peossess extensive zczedenic anad
Practical experience in evaluating the stzeztecic
planning ané finzncizl prefiles of smell zad
mefivz-sczle Susiness coganizations, srefezablv i
2izica. Should proesess excelient censultative skills,
anl expeclience in working on coepezztive projecsts.

Jeb respencinilicies.

RL1 thrcee U.S. contzactecs will be cesponsible for

intecgrating their activities and talents with thcse ¢f zhe

South Airican contractoes. The specific responsibiliities cf

the three U.S. membess ¢ thne tezm &ze 25 foii0Ws:
Tezr lezdes/insticyzionzl Zesvelcoment eynerst,
nesponsible Lo supervieing the work ¢f cther nembecs
€I the team; fcr assigning specifiicz éu-sies to ezch; fe:
ensuzing that Zeadlines zrze net and wozk is pecfocned
satislactezily, 3Beazs L&zd -cegponsiitilicy on the tean
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for conducting assecsments of the institutional

development needs of proposed grantees, and for
producing required writings related thereto. Chief
spokesperson for the team in dealings with proposed

grantees.

Lobbvino/advocacv expert.

Responsible for assessmen: of the lobbying and advocacy
needs of proposed grantees, and for conceptualizing
stcategies responsive to such needs; foz backstopping
the team leader on institutional development issues;
for helping produce drafts of recuired writings,
especially in own acea of expertise; for Zssisting in
consul:tations with prospective-grantees.

= Th

.

Stretecic planning/self-sufficiencv eyperc,
L T '

spo ible for assessment oZ The long-tecm plans aad
f;nauc*a‘ p:ofiles ¢ r-oposed g:ap:eos as well as
their institutional cazpacities to inpliement prog-ams
respoasive to their lebbying and developmentzl needs;
foz backsiopping the cespective experts on .
instituticnezl developnent znd aévocacy issues; for
Pcoéucing writings on owna zrea of expestise and otherss
whe:ce necessary; for assis:ting in ceoastltations with
pcospective grentees.
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IV, Illlustrative Budget (U.S. Contractors)"

Jtem **=

1. Professional
Compensation

a. Salaries

(8l person/days at $260 petkpgﬁsopidé?)qfr! 

b. Overhead N N o
(81 person/days at $390 per person/day) “"v.

2. Per Diem N e
- S st 7

a. In South Africa
(61 person/cays at S70 per pezson/éay)

b. Zuropezn stopover .
(1 davy each way at c¢/8150/cday, per pecson)

3, Teavel
a. Internztional
(1 zound t:ip ticket at ¢/52500, pe: pecson)
b, Rir travel within South Africe
(round tzips to Durzban, 3loemfornzein and
Cape Town Zor each contractos at /8123,
8132, and 8230, respeztively)
. Rutomobile trzavel within
Soutnh ~Ai-ica
I. TWo -entezl cacs at
ronthly unlinited nileace zzte
¢ c/8750 pexz moazh.
<I. One centel caz:z for tetal cf s
€ays .n Durtan, I.cexmfencelin,
and Cape Town at c©/Si5 pe:s day

111, Petzol at /520 perz tanksul
4. - 2esearch sudoder:
a. raper, typing, photocopying

b. Soo0ks =w»~x

)
»3

3>

elephcne

Q

g3

sincen

&S

(71
(9]
)
Ty
il

th
M.

Total"

£21,080

£31,590

55,670

85900

57:5 0_0

s

s lE 50

w
B N
[
o

wn
o .

5 8,629

TCTHL

"$E0,600

| ]
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Funds to bé,étauhftromyﬁéAlpvsA PfQ¢ram g§dqgg¢9n££§ﬁé;
Research budget.. ..~ S T e
All items must conform to A.I1.D. regulations in order to
qualify for Agency financing.

Based on team leader receiving compensation forv33 dafsjé

work, strategic planning/self-sufficiency expert 30:-days’
work, and lobbying/advocacy expert 18 days woIk.

Title to books purchased will vest in USAID/SA afte:
completion of contractors' work. ' o



KNHEXURE H

PROJECT AUTHORIZATION

Name of Country: south Africa
- Name of Project: Black private Enterprise Development

Number of Project: 674-0303

1,

pursuant to Section 535 of the Foreign Assistance Act of 1961,

as amended, I hereby authorize the slack Private Enterprise
Development Project in the Republic of south Africa involving
planned obligations of not to exceed $l9,500,000 in grant funéds
over a five-year period from date of authorization subject to

the availability of funds in accordance with the A.I.D.
ova/allotment process, to help in ¢inancing foreign exchange and
local currency costs for the Project. The planned life of the
Project is seven years from +he date of initial obligation. -

mhis project will contribute to the goal of proviéing the
opporcunity for South African blacks to participate eguitadbly in
the Soutzn African economy as owners, managers CI employees in
private enterprises. The project consists of three separate but
related components under which éirect assistance will De
provided to South African NGO's to (1) strencthen the.r
instizucionzl capacity to use legal and agvocacy cecnnigues to
end apartheid policies anc discriminacory laws, regulations,
practices and aztitudes; (2) increase ccportunizies for black
entrepreneurship, skilled employment and econcmic aivancement in
micro and smell-scale encerprises, ané (3) expanc che abilicy of
blacks to manage and invest capizal in primary economic
activities. The Project Paper sets forth severzl crizeria for
seleczing orcanizations for funéing and describes several

rcanizazions wnich are illustrative candidaces for sugport
unéer the Project. NO assistance oI suzpoIlt under zthe 2:rcject
cshall be provided to organizations financed, influenced or

¢

L}
conzrolled by zhe S5AG, or to political p rzies,
< Guidance and
vices and
toring and

mne Project also will include a separate Project GU

Coordinazion component under which cechnical se

craining will de provided =0 essist in the non
ne Tzoles

[

* o -n e ald wo'e
imgzilementacicn && e .

mhe grant acreenments, cooperetive agreements or consracts walch
may be nego:ziateé and executed DY <he officers to whom stch
agshorisy is delecated in accordance wizh A.I.D. reculazions and
Delegations cf jucherity shall be subject to the following
essencizl cterms and covenants and mejor conéitions, together

with such other cerms &nd conditions &s A.I.D. Way deem
appropriace.



-a, Source and Criain of Commoditjes, nationali:y of

Services,
AR A

Commodities financed by A.I.D. under the project

shall have their Source and origin in the Republic
of south Africa or in the United States, except as
A.I.D. may otherwise agree in writing, Except for

ocean shipping, the Suppliers of commodities or

services shall have the Republic of South Africa or

the United States as their place of nationalicy,
except as A.I.D, may otherwise agree in writing,

Ocean shipping financed by A.I.D. under the project

shall, except as A,.I.D. may otherwise agree in
writing, be financed only on flag vessels of the
United States,

5+ 1In the event that USAID/South Africa deems it necessary ¢o

incorporaze conditions precedent to disbursement or
covenants in individueal sfant or cooperative &Greements

with Soutp African NGO's, it may do so without amencment to

this authorizacjion,

Signature:

~Timothy J. Bork
Mission Direc:or,

USAID/Soush Africa

learances;
A, SPDO: Ma:k-Johﬁson
2. AFR/PD: Szaffors 3akers
C. 2Procranm Ofiicer: carios 2ascual

D. Regional Controller: Richarg 50110w§§

Draited by: 21a/Sh; Donald g. Keene; 03/30/87°
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