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Dear Connie,

USAID/Namibiais pleased to submit, in the form of the attached document, its formal request
for an extension of its program beyond the planned 2005 closeout date. We believe the case
for extension is a strong one.

Namibiais a country with a deep and pervasive poverty problem and one of the highest
income disparitiesin theworld. 1tsHIV/AIDS epidemic is massive, with over 22 percent of
the adult population infected. In the face of these potentially destabilizing forces, Namibiais
about to undergo itsfirst transition of political leadership since independence in 1990. Itisin
the U.S. Government’ sinterest to stand by Namibia until it has emerged from the crucible.

We are confident that a USAID bilateral engagement of an additional five yearswill be
enough to lock Namibia firmly into a self-sustaining path to development. Namibiahasarich
natural resource base and a physical infrastructure that approaches first world standards. Also
factored into our optimism is Namibia s impressive record of achievement since
independence. It has remained true to its commitment to promote post-apartheid
reconciliation, invested heavily in its people and their future, opened its borders to trade and
investment, and nurtured one of the developing world’ s most promising democracies.

Because of its political activism in the region, and its growing prominence as a Southern
Africa entrepot, a prosperous and democratic Namibia can contribute significantly to Africa's
march toward market economies and good governance. It isalready playing acritical rolein
the reconstruction of Angolaand it provides the region with a positive counterpoint to the
situation in Zimbabwe. The two countries face a number of similar issues, including distorted
land ownership patterns and leadership that has not transitioned since independence. Y et they
are addressing their situationsin very different ways, with Namibia standing by its “willing
seller/willing buyer” policy, and President Sam Nujoma announcing his intention to step aside
in the upcoming 2004 Presidential elections.

Like Namibiaitself, USAID/Namibiais approaching acritical transition period. A firm
foundation has been laid in many of its Strategic Objective areas and a program that is aready
one of the Bureaus's most successful is poised to deliver results of an even higher order of
magnitude.

e Communities, for instance, are just beginning to fully realize the economic benefits of
the Community-Based Natural Resource Development Program and it is the stable
flow of these benefits that will ensure the program’ s long-term sustainability.

e In part because of the use its leadership has made of our assistance, the Namibian



Parliament is becoming an increasingly influential body. It isreshaping and sometimes
rejecting legislation proposed by the executive branch and, through reportsin

Namibia s free press on its discussions and debates, it is helping to inform and mold
public opinion. Namibia s democratic institutions are strong by most developing
country standards. Democratic culture, however, isstill initsinfancy. Itisbeing
strengthened, however, through a USAID-funded advocacy program that just began
last year, through elected management committees in the CBNRM conservancies that
are now starting to organize into conservancy associations, and through the
empowerment of elected school boards that have recently become mandated by
Namibian law.

e Our education program has hel ped the Namibian government effect and reap the
rewards of implementing policy reform. But, asthe Namibians recognize, policy
frameworks must go hand-in-hand with improvements in the quality of the education
itself. The Namibian government has requested our assistance in upgrading science
and math curricula and improving vocational and tertiary schooling in order to equip
Namibia s youth with the tools necessary to build and prosper in a modern economy.

USAID/Washington authorized the mission to begin the design and implementation of
programsin HIV/AIDS prevention and private enterprise development in the year 2000.
Perhaps it was unreadlistically sanguine to believe that programs, that had not yet been fully
conceptualized at the time, could get up and running and have the desirable impact in afive
year period. Nevertheless, the authorization of the new programs was an implicit recognition
that HIV/AIDS and unemployment are the most immediate, most pressing and potentially the
most destabilizing challenges Namibiais up against. It will be unfortunate should these
programs be terminated prematurely, particularly given that early successes presage a future
similar to USAID’s experience in its other SOs, and their importance to U.S. foreign policy
objectives on the continent.

In requesting a program extension, USAID/Namibia understands the OE budget constraints
that the Bureau is facing and stands ready to work with the Bureau to identify waysto
overcome those constraints should a program extension be granted. Please know how much
we appreciate you and the Bureau giving us the opportunity to present our case despite those
constraints. We hope that we' ve provided you with the information you need to reach your
decision and that, in the weeks ahead, you will become as convinced as we are that now is not
the time to begin closing out the USAID/Namibia program.

Sincerely,
(Signed)

Diana Swain
Director
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I. EXECUTIVE SUMMARY

This document represents a formal request to extend USAID’ s bilateral presence in Namibia
by five years, from the planned close-out in 2005 to a close-out in 2010.

With President Nujoma and other |eaders who guided Namibia through its liberation struggle,
and nursed it through itsfirst 12 years of independence, preparing to step aside in late 2004
elections, Namibiais about to undergo a democratic test of fire and the start of a new era.
Although we have every reason to believe that the transition in leadership will be another
praiseworthy milestone in the further consolidation of Namibia s democracy, there are no
guarantees. Despite the progress that Namibia has made in sinking the roots of democracy, the
country is still in the nascent stages of development and the coming political transition will
occur in the context of serious socio-economic threats, including potentially destabilizing
levels of HIV/AIDS, unemployment, and income disparity.

What happens in Namibia has implications for stability on the African continent. Thisis
because of the influence Namibiawieldsin regional fora, and because its modern port and
highway network --along with its geographic proximity to South Africa, Angola, Botswana,
Zambia and Zimbabwe-- make it an important conduit for both trade and ideas. Namibia can
contribute to Africa' s march toward market economies and good governance or, facing many
of the same conditions that destabilized Zimbabwe, it can add momentum to regional
backsliding.

Fortunately, Namibia has created a policy, legal and political environment conduciveto a
positive future. It haslong-standing achievements under all three criteria articul ated by
President Bush in his announcement of the Millennium Challenge Account. Freedom House
ranks Namibia as one of only nine democratically “free” countriesin Africa. Namibiaties
with four other countries for Africa’ s top spot on an index of economic freedom, published by
the Heritage Foundation and the Wall Street Journal. And, according to the latest UNDP
Human Development Index, Namibia makes one of the world’ s highest public sector
investments in education and Africa s highest public sector investment in health.

Successes achieved under USAID’ s programs underscore that Namibiais a strong
development partner. USAID/Namibia’ s community-based natural resource management
(CBNRM), education and democracy programs are recognized as being among the Africa
Bureau’ s most successful programs. USAID/Namibia s two newest programs, in HIV/AIDS
and private enterprise development, both show the potential to achieve similar levels of
acclaim. A five-year extension of the planned close-out will enable USAID and its Namibian
counterparts to take advantage of the strong foundations now in place and ensure the long-
term sustainability of the gains that have been made. More specifically, afive-year extension
will enable:

e the CBNRM program to solidify the institutional framework that: (i) isjust beginning to
facilitate a stream of economic benefits back to involved communities and individualsin a
significant way; and (ii) holds the potential to substantially deepen grassroots democracy;

¢ the education program to help the government roll-out to all regions what has been a
successful but geographically limited program to implement systemic reforms in the lower
primary grades or, aternatively, to assist with workforce development, the nexus between
education and economic growth.

e the democracy program to help, during acritical period of major political transition, to
entrench the checks and balances that the Parliament and regional government structures
are beginning to exercise with increasing effectiveness and to strengthen a civil society
still in the early stages of awakening.



e the private enterprise program to develop the business capacity that, along with Namibia's
rich natural resource base and conducive policy environment, will enable the country to
realize the promise of AGOA, seize the openings that peace in Angola brings, and take
greater advantage of other trade opportunities. This, in turn, will reduce the country’s
unacceptably high levels of unemployment, and help to spur economic growth in the
region.

e |tisdifficult to see an end-game for HIV/AIDS. By 2010, however, it islikely that
Namibia s focus will have shifted from preventing the spread to mitigating the impact of
the disease. Our goal would be to leave in place the systems that would facilitate on-going
mitigation.

There are three possible responses to USAID/Namibia’ s request for a program extension: (@)

an approval of a continued bilateral presence; (b) adirective to develop a plan for managing

USAID/Namibia s program from regional platforms at the RCSA and USAID/South Africa; or

(c) adirective to close-out as scheduled. (A mix of these responsesisalso possible.) The

very strong recommendation of USAID/Namibia, Embassy Windhoek and our Namibian

counterpartsis the extension of the bilateral presence. We believe that a bilateral presence
enables the day-to-day program oversight, the nuanced understanding of the situation on the
ground, and the strong, trusting rel ationships with decision-makers that are absolutely essential

to effective programs. Moreover, we would argue that for an Agency that professes a

philosophy of rewarding results, and for an Agency that recognizes development as along-

term process, our request for the extension of a program that, in 2005, will be less than 15

yearsold, in acountry that will itself be only alittle more than 15 years old, is areasonable

one. We would add that, because of its favorable policy environment, the investmentsit has
made in its people, and itsrich natural resource base, Namibiais poised for prosperity. The
drag on progress, i.e., time and investment in human capital required to overcome a century of
colonialism and apartheid, is being steadily surmounted, meaning that Namibia's need for
external assistance is not along-term prospect.

We recognize, however, that it will be difficult for the Agency to approve an extension
without relief on its OE budget. We have, thus, included in this paper several post-2005
scenarios at reduced OE levels. Should an extension of the bilateral presence beyond 2005
not be possible, we have, with the help of RCSA and USAID/South Africa, included
preliminary plans for managing USAID/Namibia s activities from aregional platform.
Finally, in the event that neither options (a) or (b) is acceptable, we have included an option
for program close-out.

[1.  NAMIBIA: ITSLAND, ITSPEOPLE, ITSHISTORY

The Republic of Namibiarests in the southwest corner of the African continent and covers an
areaalittle over 318,000 square miles (approximately twice the size of California). It hasa
central plateau flanked by two deserts, the Kalahari to the east and the Namib, which extends
for 1,000 miles along the Atlantic seaboard, to the west.

The driest country in sub-Saharan Africa, only 1 percent of Namibia' s land is arable. Despite
these limitations, agriculture is a significant economic activity employing almost 40 percent of
the workforce. Agriculture, however, accounts for less than 6 percent of GDP. The
development of a manufacturing sector is a priority for the government but, while the sector is
growing, its contributions to the economy are still small relative to the potential. Tourismis



another area of promise for economic growth.!

Namibia has a population of approximately 1.8 million people. An estimated 87.5 percent of
the population is black, 6.5 percent is colored and 6 percent white. The earliest people in
Namibia were the San (often called Bushmen). These original inhabitants came under pressure
from Bantu-speaking peoples migrating from central Africamore than 2,300 years ago. Later
waves of migration came from both central and southern Africa. Until the 1860s, European
contact with Namibia was infrequent. However, by 1884, Namibia, then known as South West
Africa (SWA), had been declared a German protectorate.

Early in the 20" century, awar of resistance to the German occupation was launched. Both the
Herero and the Nama tribes paid a heavy price for the rebellion, with up to 85 percent of the
Herero and well over 50 percent of the Nama killed. German direct rule never extended to the
north, where the Ovambo (Namibia s largest tribal group today) dominate, but economic
conditions in the north compelled male laborers to leave their families to work in mines, on
ranches and in construction in the south.

Along with World War I, Germany lost its SWA colony. The League of Nations awarded a
mandate to the British crown to administer the territory through authorities in the Union of
South Africa. The sanctioned mandate, however, lapsed after World War 11 when South
Africawas unable to reach agreement with the United Nations to extend the League of Nations
arrangement. A protracted standoff between South Africa and the UN ensued after the UN, in
1946, refused South Africa’ s request to annex SWA, and South Africa continued its rule over
the territory. Under South African control, white settlement in SWA expanded, exploitation of
the black majority was deepened and legalized, and direct rule was extended north.

Beginning in 1947, the black leaders of SWA began, through intermediaries, to petition the
UN against South African occupation. In the early 1960s, the SWA Peopl€’ s Organization
(SWAPO) emerged as the leading party in the liberation movement and in 1966 SWAPO
added an armed insurgency to its political and diplomatic efforts. Almost 25 yearslater, in
1990, under UN supervision, majority rule and independence from South Africacameto
Namibia.

At independence, Namibians adopted a liberal-democratic constitution with an embedded bill
of rights, held free and fair elections, and opted for a market driven economy. Over the past
twelve years, the country has been striving to achieve the high ideals set forth in the heady
days after liberation. In many ways, as the narrative that follows demonstrates, it has made
remarkable progress in doing so. Nevertheless, the legacy of the past has yet to be overcome
and serious new challenges, such as HIV/AIDS, have emerged.

[11. RATIONALE FOR PROGRAM EXTENSION

In his March 14 speech in Monterrey at the UN Financing for Development Conference,
President Bush reaffirmed American commitment to fighting world poverty and offered a
fresh vision for global development. In sharing his vision, President Bush announced the
USG’sintention to steer increased levels of development assistance to countries that “govern
justly, invest in their people and encourage economic freedom.” The announcement of this
‘New Compact for Development’ has been followed up with a number of statements
underscoring the Administration’s particular commitment to Africa. Significantly, among the
commitments made at the G-8 Summit in Kananaskis, the President committed the USG to
creating more openings for African nations to expand trade, to helping African countries

' At Attachment A is a chart comparing the economic benefits of investments in the tourism sector to the benefits of
investments in agriculture in Namibia.



combat HIV/AIDS, and to supporting African countriesin their efforts to expand educational
opportunities.

Under almost any circumstances, it would be unfortunate to terminate a bilateral assistance
program, like the USG’ sto Namibia, which has demonstrated such strong resultsin such a
short period of time. But it will be particularly unfortunate if, in the context of the
Administration’s new initiatives, assistance to one of Africa stop performerswereto be
curtailed.

A. TheCurrent Stage of Development

Namibiawas the last country in Africato free itself from colonialism. Having gained its
independence just twelve years ago in 1990, the vestiges of the past have yet to be wiped
away. Approximately 30 percent of household heads have no formal education and a further
32 percent have had only primary level schooling. With the majority of its pre-independence
population having been denied a quality education and equal economic opportunity, it will
take time for the country to make the transformation from a colonial economic model in which
natural resources are extracted and exported, to a more sophisticated model whereby the labor
force adds value and generates prosperity.

In the meantime, Namibiais saddled with one of the
most unequal income distributions in the world. Asa Namibia has a gini coefficient of .70, making it,
UNDP da/el opment report notes decajes Of apartheld the most unequal society in the world. (A

« ’ . . coefficient of zero means perfect equity while a
rule, “produced a system of extreme inequalities...the coefficient of one means perfect inequity.)
maJ Ority of Namibians |ead ”VGS, that in most reSpeCtS, Education levels and workforce skills are
resemble those of any other sub-Saharan African similarly skewed.
country. As such, in terms of itsincome and asset
distribution, the Namibian economy is so extreme that the ‘average’ Namibian, in social and

economic terms, isararity.”

In its two-tiered economy, the wealthiest 1 percent of the population earns more than the
poorest 50 percent of the population. Approximately 60 percent of the population is either
under or unemployed, and about the same percentage of the populations livesin poverty.> An
HIV/AIDS prevalence rate of over 22 percent among sexually active adults is exacerbating
existing economic stress, as family units are forced to compensate for the loss of breadwinners
while caring for the growing numbers of sick and orphaned.

Despite these dismal statistics, there is awindow of hope opening into Namibia s future. The
country is amply blessed with natural resources. It mines and exports diamonds, uranium,
lead, gold, copper and zinc, and its offshore waters are rich with stocks of high value fish.
Natural gas has been discovered off the Namibian coast and prospecting for oil is now
underway. And, as the growing tourism industry demonstrates, the country has breathtaking
scenery and an abundance of wildlife. Man-made endowments are equally impressive.
Namibia smodern port and network of well-paved highways make it one of the prime

2 One indicator provided in the UNDP’s 2001 Human Development Report is “human and income poverty: developing
countries.” The indicator measures “population below income poverty line (%), $1 a day (1993PPP US$), 1983-99.” It
shows 34.9 percent of Namibians living on less than $1 a day. By way of comparison, Mauritius, Guinea-Bissau, the
Democratic Republic of Congo, Gabon, Eritrea, Angola, Uganda, Swaziland, Congo, Chad, Togo, Benin, Burundi, Sudan,
Cote d’lvoire, Senegal, Kenya, Mauritania, Ethiopia and Botswana all do better than Namibia on the chart. Rwanda is just
under Namibia at 35.7 percent as is Zimbabwe at 36 percent, Mozambique at 37.9 percent, and Ghana at 38.8 percent.
The countries with the highest rates of poverty were Nigeria and Mali at 70.2 percent and 72.8 percent, respectively. In
its 2001 National Development Plan, the Namibian Government classifies 47 percent of its population as ‘relatively poor’
(devoting over 60 percent of expenditures to food) and 13 percent as ‘extremely poor’ (devoting over 80 percent of
expenditures to food).



gateways into Southern African markets and its fiber optic communications infrastructure is
among the most sophisticated on the continent.

Most important, Namibia's |eaders have remained true to their commitments to promote post-
apartheid reconciliation, to put in place aliberal political and macro-economic framework, and
to make the social investments that, with proper nurturing, will ensure that Namibia's
dependence on external assistance does not loom as along-term prospect.

A. NAMIBIA “Governs Justly, Investsin its People and Encour ages Economic
Freedom”

1. A Country that Governs Justly

It isatribute to its commitment to good governance that, despite its lack of historical
experience with representative government and majority rule, one of Africa’ s youngest
democracies has very quickly emerged as one of its most respected democracies.® According
to Freedom House' s 2001 survey, Freedom in the World, Namibiais one of only nine “free”
countries on the African continent. It has afree and active press, a Parliament that is steadily
maturing, and a civil society that, while still somewhat latent, isincreasingly using available
political space to participate more fully in shaping laws and government policies. The
judiciary isindependent and the rule of law, whichis

rooted in a Constitution with embedded human rights One indicator of the regard in which

. . . Namibia’s parliament is held is that the
protecﬂon;, isgenerally well respect_ed. El ectlpns have Commonwealth Parliamentary
been consistently free and open. While the ruling Association will hold its 48" annual

conference in Windhoek this year. Over

SWAPQ party is clearly dominant, its dominance is one 700 representatives from around the
that reflects the will of the majority of the people. The world will attend.

formation of competing political parties and party
coalitions has proceeded, for the most part, unfettered.

2. A Country that Investsin its People

After independence, the first task of the Ministry of Education was to merge a multi-tiered,
apartheid structure for educational administration into a unified structure. Thiswas a priority
for the new government and unification was accomplished within a year of independence.
Increasing access was the next priority. During the period from 1990 to 1999, over 2,700 new
classrooms were built and almost 400 renovated. Enrollment increased by over 50 percent in
some of the previously underserved areas and the number of teachersincreased from 13,300 in
1990t0 17,000 in 1998. By 1998, a completely new curriculum for grades 1 to 12 had been
introduced and Namibia was earning kudos beyond its borders for its learner-centered
education approach.”

3 Namibia began earning this respect with the drafting of its constitution. According to Gerhard Erasmus, in his article
“The Constitution: Its Impact on Namibian Statehood and Politics,” should the “experiment of ‘transition through
constitutionalism’ have failed in Namibia, it would have had serious consequences, not only for Namibia itself, but for the
southern Africa region as a whole. For example, political developments in South Africa would have been directly affected:
the preparedness of the National Party Government there to risk a transition towards black majority rule would have been
cast in doubt.” Today, Namibia is frequently asked for advice and guidance from other African nations. Most recently,
Swaziland has requested Namibian assistance in reforming its constitution; Senegal requested Namibian assistance in
preparing women candidates for local and regional elections; and, Namibia’s Speaker of the Parliament has been asked to
“mentor” the Speaker of another Parliament on the continent. (The Speaker has also been named Africa’s candidate to
head up the Inter-Parliamentary Union, an international organization. This is the first time the continent has agreed on one
candidate.)

4 Namibians education sector is often called up to assist sectors in other countries. lllustratively, assistance has been
provided to Zambia and Malawi on sector assessments of the impact of HIV/AIDS; to Zambia, Malawi, Ethiopia,



Namibia s progress in education can, in part, be attributed to the high percentages of
successive national budgets directed to the sector. As a share of total public spending,
expenditures on education are now at approximately 23 percent. According to the UNDFP's
2001 Human Development Report, Namibia made the second highest investment in education
in the world when measured as a percentage of GNP. This compares with its ranking of 139"
in the period between 1985 and 1987. (Interestingly, during that same apartheid period, South
Africaranked 26™. It now ranks 11™)

Namibiainherited a multi-tiered health sector aswell. Notwithstanding the HIV/AIDS
pandemic, the health status of Namibia's majority population

has improved since independence and the years immediately According to the UNDP’s 2001
h eaft B th 2000 th at' aJ inf t Human Development Report, the
ther er. y eyear , (NE average national Infan share of the national budget that

mortality rate stood at 38 per thousand.” Its under-five mortality | Namibia dedicates to education is
rate stands a 26 per thousand. Approximately 80 percent of e e e o o
children are now vaccinated against measles. With dedicated to health is the highest
approximately 77 percent of households reportedly having in sub-Saharan Africa.

access to safe water, gastro-enteric deaths have fallen.

One of the most important changes made to the health system after independence was the
switch in emphasis from hospital-based curative services to primary health care; in effect, a
switch in focus from urban hospitals to service delivery outlets closer to where the majority of
peoplelive. 1n 1981, Namibia had only 98 public health facilities, compared to 317 facilities
in 2001. Growth has been concentrated on clinics, with the number of public hospitals actually
declining from 57 in 1990 to 26 in 2001.

The Ministry of Health and Socia Services has accounted for 14 to 16 percent of government
expenditures since 1990. The UNDP' s 2001 Human Development Report indicates that, as a
percentage of GDP, Namibia commits the largest proportion of public expenditures toward the
sector in sub-Saharan Africa. Namibia also earmarks a significant portion of its budget to
social services. Last year, in response to the impact of HIV/AIDS, it increased the national
budget for the care of orphansten-fold, from the equivalent of $500,000 to the equivalent of
$5 million.

Namibia srelatively low levels of corruption are yet another indicator of a country investing
itsresources in its people rather than in the pockets of government officials. According to
Transparency International’ s “ 2001 Corruption Perceptions Index, “Namibiais perceived to be
the second “ cleanest” country in Africa.

3. A Country that Encour ages Economic Freedom The Fraser and Cato Institutes jointly

publish a report, the Economic Freedom in

Several international economic indicesillustrate the high the World, which includes data from 1990,
level of economic freedom that Namibians enjoy. The permitting us to compare progress made

. . « ” . since independence. According to the 2001
Herltage Foundation and The Wall Street JQurnaI pUb“Sh publication, Namibia ties with Botswana as
an annua Index of Economic Freedom that, in 2002, ranked | the fourth most economically free country
. . Clng A in sub-Saharan Africa. It is ranked 46™, up
161 countries on economic freedom. Namibiatied for 34 notches from 1990, the year of
Africa stop spot on the index, along with four other sub- independence, when it was ranked 80%.

Saharan African countries.® The World Economic Forum

Zimbabwe and Tanzania on education management information systems; to Ethiopia on curriculum development; to
Tanzania on policy formulation; to Malawi and Lesotho on distance education methodology; and to Botswana and South
Africa on education policy development and African language programs.

5 1t’s unknown what the statistic was before independence. We do know, however, in Windhoek, in 1981, the infant
mortality rate for whites was 28 per thousand while the rate for blacks was 178 per thousand. It is certain that infant
mortality rates outside of the capital city, especially in the rural areas, were considerably higher.

8 Namibia scores best in the areas of capital flows and foreign investment (low barriers), wages and prices (low level of
intervention), and property rights (high level of protection). Namibia does less well in the areas of government expenditure




(WEF) publishes an annual Africa Competitiveness Report that, in its 2000/2001 edition,
ranks Namibia fourth among African countries in terms of competitiveness,’ with only
Tunisia, Mauritius and Botswana ranking higher. Most recently, Namibia ranked 3% in a
review, billed as Africa sfirst peer review, carried out by the Economic Commission for
Africa, the regional arm of the UN.

Itisclear that Namibia sliberal economic framework and itsinvestmentsin infrastructure are
beginning to pay off. Processing and manufacturing activities are beginning to overtake
resource extraction activitiesin foreign direct investment. Particularly noteworthy in this
regard, are three new textile factories scheduled to begin production in the near term. The
factories are the result of Namibia's aggressive efforts to take advantage of the AGOA
framework. The Namibian government has recently responded positively to a USG proposal
for a possible U.S.—Southern Africa Customs Union Free Trade Agreement.

C. A Country Important to USG Foreign Policy I nterests

Because of the generally liberal economic and democratic domestic policies that its |eaders
have put into place, Namibia, along with South Africa and Botswana, forms an anchor of
stability in Southern Africa. Itisin the USG’sinterest to do al that it can to fortify this
anchor, in order to:

o deepen the process of democratic consolidation and guard against a contagion of
instability that could occur due to backsliding elsewhere in the region;

o promote the spread of practices that, over time, will tip the balance on the continent in
favor of good governance and market economics; and,

o as the Embassy’ s Mission Performance Plan (MPP) underscores, ensure that “Namibia
continues as an active participant in the war against terrorism.”

In making the case that Namibia’'s success or lack thereof hasimplications for the entire
region, it isimportant to underscore that Namibiais a country that ‘ punches above its weight.’
It has the liberation credential s that Botswana lacks and a non-threatening presence in the
region that South Africawill probably never be able to attain. Of the democratic members of
SADC, Namibiaisthe state with the strongest ties to the non-democratic members. As such,
during its recent SADC presidency, it was able to facilitate difficult political reforms that
might not otherwise have occurred. Among these reforms, we highlight the SADC decision to
rotate the chairmanship of the Organ on Defense, Security and Politics, displacing President
Mugabe as the permanent chair. Namibiawas also a strong and early voice for aUN rolein
the Congo. Of the countriesinvolved in the that conflict, Namibiawas the first to pull back its
troops and it has been a strong advocate in urging the parties involved to cooperate fully with
the UN. Moreover, Namibiawill be akey player in the reconstruction and development of
Angola, with the strengthening of businessties, the extension of utility services and
collaboration on demining and demobilization of Angolan troops being discussed or already
underway. Charged with heading the legal section of SADC, Namibiawill play acritical role
as that organization moves forward on its planned restructuring.

Namibia sinfluenceis further enhanced by its status as home to the headquarters offices of
several key regional ingtitutions. The SADC Parliamentary Forum, the Media Institute of

(high) and trade policy (high level of protectionism, due to its membership in the Southern African Customs Union).

7 Assets noted include high level of openness to trade, predictable and reliable government policies and officials, a sound
financial system, very high quality infrastructure, and an effective legal system that enforces the rule of law. Liabilities
included high government expenditures and deficits and a very high HIV/AIDS rate.



Southern Africa, and the Southern African Broadcasting Association are all based in
Windhoek. In ahard fought continent-wide competition, Namibia was chosen to host the
secretariat of The Alliance of Mayors and Municipal Leaders on HIV/AIDS in Africa.

Individual Namibians are well known, active and influential on the continent and beyond.
Deputy Foreign Minister Kalomoh’ s appointment as UN assistant secretary for political affairs
is only the most recent example of Namibians appointed to positions of international
leadership. Kandy Nehova, the Chairman of the National Council, is President of the
Commonwealth Parliamentary Association (CPA). Mose Tjitendero, the Speaker of the
Parliament, isthe Vice-President of the International Parliamentary Union and the African
continent’ s unanimous nominee to become head of that organization. Victor Tonchi, alecturer
in the political science department at the University of Nambia, has been elected President of
the SADC Parliamentary Forum (PF). Parliamentarians Teopolina Mushelenga and Netumbo
Ndaitwah are chairpersons of the women’s caucus of the SADC PF and the women's
committee of the CPA, respectively. Theo Ben-Guriab, the Foreign Minister, served as
UNGA President from 2000 to 2001 and was a strong contender to lead the newly formed
African Union. Heading the World Health Organization’s General Health Assembly in 2001
was Namibia s Minister of Health and Social Services, Libertina Amathila. Bience Gawanas,
Namibia s Ombudswoman is Secretary General of the Africa Ombudsmen Association, the
regional affiliate of the International Ombudsmen’s Institute. Recently, Patricia Skyer, the
director of Namibia’'s Association of Community Based Natural Resource M anagement
Service Organizations (NACSO), was awarded the World Wildlife Fund’ s International
Conservation Woman of the Y ear award. Dr. Chris Brown, Director of the Namibia Nature
Foundation, is Vice Chairman of the Southern African Sustainable Use Specialist Group and
also serves on the World Conservation Union Advisory Committee.

In describing Namibia simportance to the region, it is useful to highlight Namibia' srole asa
positive counterpoint to the situation in Zimbabwe. The two countries face a number of
similar issues and yet have approached them in very different ways.

e Both countries have seen slow progress in attaining a more equitable distribution of assets
between the minority and majority populations. And both countries have excessively high
levels of unemployment. Namibia continues to address these issues by aggressively
pursuing private enterprise development and export market expansion.

e Land ownership patterns generate high levels of emotion, loaded as they are with cultural
and historical meaning in addition to perceived economic benefits. While 4,200
commercia farmers own 43 percent of Namibian land, the government has resisted the
populist appeal of and growing pressure for Zimbabwean-style forced land grabs; stood
firmly behind its policy of ‘willing seller/willing buyer;” and is encouraging land
redistribution through tax levies.

e Both countries are led by heroes of their respective liberation struggles. But, whereas
President Mugabe has flouted the rule of law and freedom of the press, risked political
stability, and undermined economic progress in order to maintain power, President
Nujoma has announced his intention to step aside when his term ends in 2004.

Neither country has long-standing experience with democracy, with Namibia s democratic
culture (as opposed to itsinstitutions), in some ways, perhaps less firmly entrenched than
Zimbabwe's. In asurvey undertaken by ‘ The Southern African Democracy Barometer,” and
published in October 2000, the percentage of Namibians who agreed that “ democracy is
always best,” stood at aweak 42.7 percent, with only Lesotho scoring lower. Approximately
73.9 percent of Zimbabweans agreed that “ democracy is aways best.” The disparity could be



explained by the Namibians general satisfaction with their government® as well as by the
relatively low level of understanding they have of democracy, as the survey revealed.

With President Nujoma and other leaders who guided Namibia through its liberation struggle,
and nursed it through its first years of independence, preparing to step aside in late 2004
elections, and with local, regional and national elections coming up, Namibiais about to
undergo a democratic test of fire and the start of anew era. Much good can come out of the
transition and the corollary emergence of a new generation of leaders, including an injection of
greater competition into the political process and a more engaged citizenry. Although we have
every reason to believe the transition in leadership will be another praiseworthy milestonein
the further consolidation of Namibia s democracy, there are no guarantees. Despite its
progress to date in sinking the institutional roots of democracy, the country is still in the
nascent stages of political development, and the culture of democracy is still forming.
Moreover, the political transition is coming in the context of serious socio-economic threats,
including potentially destabilizing levels of HIV/AIDS, unemployment, and income disparity.

Itisinthe USG’ sinterest to stand by Namibia during this critical period inits history. The

M PP recognizes that the best way to do thisisto fortify USG assistance efforts. It commits
the Embassy to focusing its energies on three key goals. strengthening democratic systems and
institutions, promoting economic development, and fighting the spread of HIV/AIDS. These
Performance Goals correspond closely to the Department of State’s Strategic Planning
Priorities, especialy the priority of “integrating more nations and peoples into the democratic,
free-market order, while protecting against the forces that seek to rend the fabric of
international society.”

D. Continued Assistanceto Namibiaisin the Agency’s|nterest

USAID began providing assistance to Namibiain 1991. In the eleven years of the program,
Namibia has been consistently recognized by the Africa Bureau and many outside observers as
a country where USAID resources make a positive difference. Our government and NGO
partners are strong and committed, the environment in which we operate is an enabling one,
and historically disadvantaged Namibians, our target population, are highly motivated to make
abetter life for themselves and their children. In the Africa Bureau’s 2002 review of
USAID/Namibia s annual report, three out of our five Strategic Objectives (SOs) were judged
to be exceeding expectations. (Our Community Based Natural Resource Management Program
has been exceeding expectations for five years and the Education Program has several
‘exceeds expectations aswell.) Two of the five remaining SOs, which were approved in a
2000 Country Strategy Plan, only recently began full-scale implementation.

A further indication of Namibia s attractiveness as a USAID investment isevident in
USAID/Namibia s track record this fiscal year in open competitions with other missions for
funding from special initiatives. USAID/Namibia was awarded $1.5 million for two proposals
under the public-private aliances initiative, coming up behind Africa/SD, USAID/South
Africaand REDSO as the fourth largest recipient of funding under the initiative. We received
two out of the six “Bright Ideas” awards. USAID/Namibia also received ESF for three
activities this year: an extension of its parliamentary strengthening program, a new voter
education program, and a reinforcement of its CBNRM activities. EDDI, the AFR/SD
education team, and RUDO likewise have seen Namibia as a good investment opportunity.

8 Namibians were among those in strong agreement with statements like: anyone can freely say what he or she thinks,
people can join any political organization they choose, people can live without fear of being arrested by the police if they
have not done anything wrong, each person can freely choose who to vote for without feeling forced by others, and
everyone is treated equally and fairly by the government.



Indeed, USAID is closing out Namibia not because the country is a poor performer, or because
it has reached a “graduation” stage of development, but because of a USAID personnel ceiling
and OE budget that has been stretched, strained, strapped and stressed for over ten years. Yet,
we would argue that performers such as Namibia --performers with a track record of steady
progress, and performers that show a clear and long-term commitment to President Bush's
three principles -- can help convince skeptics that USAID assistance programs can make a
difference and, in doing so, enhance the Agency’s case for requesting increased OE levels.
Moreover, it isin the Africa Bureau’ sinterest to maintain a core group of strong performers,
like Namibia, to offset perceptionsin certain arenas that Africais aless than sound destination
for development and investment dollars.

In making the case for Namibia, we would point out that, because of the country’s rich natural
and mineral resource base, and because of the responsible political-economic framework the
country has established, endless assistance is not the prospect that it might be in many
developing countries. We are convinced that a reasonable level of strategically focused
resources provided to Namibia over an additional five year period will enable USAID to
“graduate”’ the country on solid and sustainable developmental grounds rather than because of
the Agency’ s resource shortfalls.

Continued successin Namibiawill add value to USAID and other development efforts
elsewhere in Southern Africa. The Bush Administration’s new trade initiative, which will both
boost and be boosted by AGOA, seeks to create regional trade hubs to expand the capacity of
developing countriesto trade in global markets. In its June 2002 workshop, the Southern
African hub explicitly recognized that bilateral mission efforts are a critical element to the
success of the entire hub.® Namibia, with its modern port in Walvis Bay and its sophisticated
highway network (which, with the Trans Kalahari Highway, reaches through Botswanainto
theindustrial heartland of South Africaand, viathe Trans Caprivi Highway, reaches Angola
and Zambia), is an especially important player in the regional trade network.

Well-used transportation networks carry ideas as well as commodities. Thus, as USAID seeks
to build democratic and entrepreneuria cultures throughout the region, Namibia can become a
source from which best practices are carried outward, both by mankind’ s oldest mode of
transmission, word of mouth, as well as by conscious efforts to disseminate lessons learned.
Should the extension of USAID/Namibia s program be approved, the mission, in the future,
would like to play a greater rolein the latter. By way of just two examples, we would, with
our Namibian counterparts, be more energetic in sharing the lessons of Namibia's CBNRM
program, judged by many to be one of the best in the developing world, and become more pro-
active in ensuring that other countries in Africa benefit from Namibia' s experiencesin
introducing information technology to rural classrooms and in developing progressive
telecommunications policies. Already, with regard to CBNRM, Botswana, Cameroon, Ghana,
Mozambique, South Africa, Tanzania, Zambia and Zimbabwe have |looked to WWF and our
local partners for help. In addition, the Department of State has asked USAID/Namibia, WWF
and its Namibian partners to assist in developing CBNRM at Mozambique' s Niassa Reserve,
which has potential for atrans-border link to Tanzania s Selous Game Reserve. With regard
to IT, we are now following up on avisit from the USAID/South Africa Mission Director
during which the two missions agreed to explore a more synergistic relationship. We have
something to offer South Africaon IT in the education sector (and USAID/South Africa has
something to provide in terms of small and medium business development). We are also

o Quote from Gaborone 1191: “For hubs to achieve their objectives, a major expansion of Trade Capacity Building (TCB)
efforts at the national-level is needed. This lesson draws from past USAID experiences implementing initiatives that have a
major regional component. Thus, USAID bilateral mission efforts are an integral part of the success of the Hubs.”
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collaborating with the RCSA to ensure the successful implementation of Africa’s most
progressive I T policy framework, with the RCSA contractor predicting that Namibia may
emerge as the model for the region.

Fighting HIV/AIDS is another issue in which Namibia has an important role to play. A swiss
cheese approach to fighting the disease cannot work in the highly mobile Southern Africa
environment. Namibia’sinfection rate is estimated to be over 22 percent of sexually active
adults and it will be hard to win aregional victory over the disease without an unbroken chain
of national victories. Asageneral rule, the impact of regional programsis significantly
enhanced when USAID has a bilateral program in participating countriesaswell. Thisis
especialy the case in dealing with politically sensitive issues, such as HIV/AIDS.*

Finally, we would argue that in an Agency that professes a philosophy of rewarding results

and, in an Agency that understands that development is along-term process, our request for
the extension of a program that, in 2005, will be less than 15 years old, in a country that will
itself be only alittle more than 15 years old, is a reasonable one.

V. UNFINISHED BUSINESS

Initstwelve-year history, Namibia has made real progressin overcoming the legacies of the
past and in developing a policy framework conducive to generating broad-based prosperity.
Unfortunately, given the baseline from which Namibia started, more remains to be done before
the country can shed its developing country status. To redlize its potential, three challenges
must be overcome. Namibiamust: A) fully redress the economic legacy of colonialism and
apartheid; B) consolidate and deepen its democracy; and C) curb the spread and mitigate the
impact of HIV/AIDS. In this section, we very briefly summarize Namibia s progressin
addressing those challenges and identify selected gaps in development, review the impact
USAID’s programs have had in helping Namibiain each particular area, and outline possible
avenues for future collaboration should USAID find away to continue its assistance. (Please
note: we do not aspire to present a post-2005 strategy in this document but merely to identify
avenues worth exploring should a program extension be approved and a post-2005 strategy be
requested.)

A. Redressing the Economic L egacy of Colonialism and Apartheid

In many ways, Namibiais afirst world

C ted H Each year, Namibia’s workforce increases by 16,500
Coumiry'llts I nfragru.Cture 1S mOdern and We” people; yet the formal sector generates only 3,000 to
functlonlng; Its service sector, incl udlng 4,000 jobs per year. Despite the high unemployment
banklng transport etc iS rel atlvely rate, business is unable to find the qualified labor it

LY . ! ! . o . needs. According to a local think tank, 65 percent of
SOphlStlcated; Its government |SfaC|I|tatlve; enterprises say that a scarcity of skilled labor has a
and its political environment is stable. negative impact on their business.

Unfortunately, the majority of the population

0 As part of the exercise to determine how best to maintain programs, USAID held a number of conversations and
exchanged several e-mails with the Regional AIDS Coordinator in Pretoria. On July 1, 2002, she wrote, “My work is
greatly enhanced and facilitated by being able to collaborate with USAID personnel who are on the ground in the country
in which | am working. For example, in all presences countries, USAID staff have relationships...which | do not have
because | am not in those countries. They know the ins and outs of issues and are aware of politically sensitive issues and
relationships. Again, traveling in and out of countries does not afford me that intimate knowledge, and developing those
relationships takes time. So in sum, you need qualified USAID staff on the ground who can monitor and advise.
Cooperative Agreements often have their own agenda which is to increase and expand their business which may place the
USAID goals and initiatives secondary. Additionally, within Southern Africa this epidemic is clearly more complex and
demanding than in some other areas and | think to downsize now may only result in being forced to re-open the offices at
a later time, with both opportunity and financial costs.”
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has neither the skills nor the experience to access and benefit from what isin place. Inturn,
lack of an experienced and skilled workforce stifles an economy that, in many other ways, is
poised for expansion. To break the economic stagnation, Namibia must close the education
gap, develop avibrant private sector, and exploit its rich natural resource base in ways that
promote broad-based economic growth while ensuring optimal sustainability. 1t has made
considerable progress on all three fronts but development is along-term undertaking and more
remains to be done.

1. Closing the Education Gap

In today’ s modern world, no country can hope to lift itself out of poverty without the bedrock
provided by a strong education sector. Recognizing this, the Namibian government has made
educating its people its top priority since independence. In seeking to overcome apast in
which the majority population received a poor and narrowly focused education, designed to
limit choice and opportunity, it has tasked itself with the achievement of four primary
objectives: universal access, quality, equity, and democracy. With over 90 percent of
Namibia s school-aged children in school (over 91 percent for girls), universal access has been
nearly achieved. Considerable progress has been made toward the remaining four objectives
but much more remains to be done before success can be declared. Moreover, as Namibia
prepares to graduate its first cohort of students educated entirely in a post-apartheid era, there
IS agrowing recognition of the need to link education and training to employment and to better
prepare young Namibians to make the successful transition from school to work.

USAID’s Contribution to Closing the Education Gap: In working with the Ministry of Basic
Education, Sport and Culture (MBESC) to implement reforms at the primary level of
education, USAID assistance has been directed toward grade 1 to 4 students in the northern
and most densely populated regions, where most of the country’ s toughest development
challenges exist. Thefirst five year-program, Basic Education Support I, implemented in
collaboration with Peace Corps and the U.S.-based Institute for International Research,
focused on enhancing the skills of teachers and improving the quality of materials made
available to them. At the end of the program, in the year 2000, a new curriculum for grades 1
to 4 had been developed and introduced in five Namibian languages and over 2,200 teachers at
approximately 500 schools were using the new curriculum. For the first time, studentsin these
schools were learning subjectsin their home languages, resulting in measurably higher
performance in core subject areas.

The current program, Basic Education Support 1 (BES 1), initiated in 2000 and implemented
through a contract with the Academy for Educational Development (AED), was designed to
strengthen the support systems critical to sustaining the gains in classroom performance
effected by the previous program. Three objectives for this program have been set: effecting
systemic management change in the lower primary education system; stimulating behavioral
change in teachers and school managers; and strengthening positive parental and community
involvement in schools. Results have been both positive and visible. Changes at the school
management level include a growing cohort of principals better able to provide instructional
leadership for their teachersin the use of improved teaching and assessment methods. With
newly developed skills, these principals have been able to change their behavior from judging
and finding fault with teachers to playing a more supportive, mentoring role. In the classroom,
teachers, who previously relied solely on lecturing methods, are now actively creating
opportunities for student presentations and interactions. They are confidently applying learner-
centered teaching techniques and ably practicing continuous assessment methodol ogies.
Changes are also evident in the increased input, oversight and accountability provided as a
result of parental involvement that, in a hangover from Namibia s apartheid past, had been
previously lacking. For thefirst time, parents and communities are engaged in a democratic
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decision-making role in the education of their children. Parents have, in addition, become
more involved in the classroom, teaching art, culture and oral traditions, and devel oping and
implementing school improvement plans. All this has been achieved and is being
institutionalized by supporting the MBESC' s efforts to put in place a system to develop
policies and materials at the national level while leaving implementation responsibility with
staff at the regional level.

In support of this flagship education effort, a number of other activities are aso being
implemented:

e USAID-financed assistance through the Réssing Foundation, alocal NGO, helped the
MBESC develop one of the most comprehensive and accurate education management
information systems in Africa.

e Aninnovative, in-service, distance-education program, implemented by a consortium of
universities led by the University of Montana, has alowed 25 MBESC officials to acquire
advanced degrees and, thus, enabled them to more effectively carry out their Ministerial
research, policy and planning responsibilities. The alumni of this program have
reactivated an education research association.

e Recognizing that Namibia has one of the most sophisticated communications
infrastructuresin Africa, USAID (under HCD’s Learn-Link program, implemented by
AED) helped the MBESC establish four internet-connected computer labs that have not
only served MBESC professional needs but have attracted hundreds of paying users,
narrowing Namibia s digital divide.

e With funds awarded from the Africa Bureau this year, USAID will soon commence a
public-private partnership to introduce computers and computer-based |earning to remote
schools and teacher education centers.

e The International Foundation for Education and Self-Help (IFESH) Teachersfor Africa
program has, with AFR/SD assistance, placed volunteers at Namibian higher education
institutions and community training centers.

e Finaly, with the support of AfricalSD, USAID is actively working with the MBESC to
mitigate the impact of HIV/AIDS on the education sector. The Ministry’s efforts are
regarded as among the most advanced in Africa

Possihilities for Shaping a Future Program: Should a program extension be granted, USAID
would meet with its counterparts in the education sector to determine whether assistance
should be directed toward deepening the practice of and rolling out to other regions the
interventions introduced under BES 11 (thus far, four of Namibia s seven education regions
and 216 of 1,584 schools nationwide have benefited directly, with 687 schools benefiting as a
result of school clustering) or whether USAID assistance might be better directed toward
workforce skills development. In recent conversations, both the Minister of Higher Education
and the Minister of Basic Education have underscored the need for the latter, identifying
improved teacher training programs, upgraded math and science curricula, improved
vocational and tertiary schooling, and expanded access to and training in information
technology as the most critical needs. Under any extension scenario, USAID would want to
continue to work with the education sector to curb the spread of and mitigate the impact of
HIV/AIDS.

2. Developing a Vibrant Private Sector

Namibia has the potential to achieve broad-based prosperity. To do so, however, it must make
the transformation from a colonial economy in which natural resources are extracted and
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exported to a more sophisticated economy that relies more heavily on a skilled labor force. It
must continue to expand its manufacturing sector, more aggressively pursue the tourism
market, add greater value to its rich store of natural resources, and reduce the size of its
governmental sector.
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Asthe chart above indicates, agriculture creates the largest share of employment and yet
contributes relatively little to GDP. The mining sector absorbs less than 2 percent of the
employed. This represents a decline of more than 60 percent from the beginning of the 1980s,
and is areflection of the introduction of highly capital-intensive production techniques. One
of Namibia s challengesisto replace the lost jobs in the mining sector with better jobs in other
sectors. Manufacturing represents a potential growth area. The contribution of manufacturing
to GDP has not increased significantly since independence, with the sector dominated by fish
and beef processing plants. This, however, is changing with at least 3 new textile factories
coming on-stream as aresult of AGOA and the opportunities created by the recent peacein
Angola. Addressing poverty by increasing employment levelsis the most effective way to
deflate the emotion surrounding land ownership and other economic issues.

In seeking to develop a vibrant private sector, the government has created a favorable policy
environment and invested heavily in maintaining the country’ s modern transportation and
communications infrastructure. It has also embarked upon a strategy that seeks to promote the
growth of small and medium enterprises, recognizing that SME development is crucial to
poverty alleviation and employment generation. The Government’s small business
development strategy identifies six constraints and/or weaknesses to SME growth: finance,
market access and information, inability to competitively purchase inputs, technology, training
and business support.”* Given Namibia’'s small domestic market, there is a strong recognition
of the need to build an export-oriented economy.

USAID’ s Contribution to Developing a Vibrant Private Sector: USAID’s private enterprise
program just became fully operational this past March. It seeks to support the government’s
SME development strategy by upgrading the technical and managerial capacity of Namibian
entrepreneurs, increasing entrepreneurs’ access to the information needed to make smart

! Diversification is another issue. In a 1998 survey of small and micro businesses in the four north-central regions, which
are Namibia’s poorest and most densely populated, a total of 14,624 businesses were identified. The three most prevalent
types of business: beer and liquor brewers at 27.9 percent of the total, cuca shops (small bars) at 21.7 percent, and
bottle stores at 15.3 percent. General dealers came fourth at 13.9 percent and food sellers fifth at 4.6 percent.
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business decisions, and strengthening the ability of Namibia s financial sector to meet SME
needs.

USAID’s program to upgrade the capacity of Namibian entrepreneurs supports two activities.
Under the first activity, USAID awarded a grant to Junior Achievement International in
September 2001 to establish a chapter in Namibia that will develop the entrepreneurial skills
and spirit of Namibia s youth. Just getting off the ground, JAI/Namibia has established offices
in Windhoek and in Oshakati (in the north), appointed its board of local private sector
supporters, launched itsfirst club (at a university-level technical institute where members have
opened a bookshop), and begun to organize activities at nine high schools. Under the second
activity, a contract was signed in March with the Sigma One Corporation to, within two years,
nurture the creation and/or expansion of at least 50 small and medium-sized enterprises owned
and operated by historically disadvantaged Namibians. In nurturing the SMEs, Sigma One
will improve business skills at the enterprise level, build the capacity of business service
organizations, and identify and develop new markets. The contract includes an option for a
two-year extension.

USAID’s program to increase the access of entrepreneurs to the information needed to make
smart business decisions al so supports two activities. Under the first, USAID has bought into
the Global Technology and Trade Network, a matchmaking service that is linking Namibian
and U.S. entrepreneurs. Lessthan two years old, the program is a clear demonstration of the
potential for private sector development that existsin Namibia. A $110,000 contribution
from USAID/Namibiafor in-country costs (and two trade delegation funded by EGAT) has
generated over 250 jobs and created increased opportunity for 20,000 farmers. Specifically,

e A $6 millionjoint venture agreement to establish a cotton ginning facility in one of
Namibia s poorest regions will result in the employment of 55 people in the operation and
benefit as many as 20,000 cotton farmers. A spin-off from the deal occurred when the
joint venture signed a Memorandum of Understanding with a Spanish company to
establish a cotton planting seed and development enterprise, employing 10 people.

e A $350,000 deal to manufacture fire logs from cardboard will create another 20 to 30 jobs.

e A $200,000 licensing agreement will bring U.S. information technology to Namibia and,
by facilitating I'T and business management training at three centersin Namibia, could
create up to 30 new jobs.

e Exclusive agent/distributor agreements signed with two U.S cosmetics companies have
enabled a Namibian firm to supply customersin Namibia and new customers in the region.
Since last year, the Namibian company has imported and distributed $270,000 worth of
products in Namibia, South Africa, Angola, Botswana and Zambia and increased its
workforce from 10 to 55 people.

e During aGTN sponsored trade visit, aNamibian IT company entered into a $100,000
agreement with aU.S. company. Software provided through the agreement will promote
distance education and e-learning, initially through the University of Namibia.

e Another Namibian company is expected to consummate a deal soon with aU.S. supplier of
pre-fabricated mini-plants. The deal could be worth as much as $1,125,000 and could
create as many as 100 jobs.

Under the second activity to increase private sector access to information, USAID will,
through Sigma One, provide I T training for the private sector, help to set up five
business/computer centers, and develop and disseminate computer-based business learning
materials to those centers and other similar centers throughout Namibia.
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Under its program to strengthen the ability of Namibia s financial sector to meet the needs of
SMEs, USAID/Namibiais supporting afinal two activities. Working with the Namibian
government and the Washington-based Institute for SME Finance, USAID and EGAT are
launching an innovative program to establish at |east one risk capital investment fund for small
and medium enterprises. |If the fund is established in Namibia, and we have every reason to
believe that within the next nine to twelve monthsit will be, USAID/Namibiaand EGAT will
have spent less than $200,000 to leverage the equivalent of a $5 million loan to the fund from
the Government of the Republic of Namibia and a $2.5 million investment of equity financing
from the private sector. The fund has attracted the interest of the World Bank. Drawing on
thisinterest, the Institute is working with the Bank and other agencies toward the
establishment of a pan-African system of funds, patterned largely after the Namibian initiative.
Other countries where the model might be replicated include M ozambique, Rwanda, and
Zambia.

USAID’ s second activity in the financial sector isa centrally funded bankers' training program
implemented by IFESH. Thusfar, 19 Namibian bankers have completed a six-week course at
U.S. banks. Graduates of the course are now organizing an alumni group under the auspices
of alocal banking association, in order to pool their effortsin making Namibia s banking
sector more responsive to SMES needs.

Possibilities for Shaping a Future Program: Next to HIV/AIDS, Namibia s biggest problemis
unemployment. USAID’s program to promote private enterprise is ayoung one and has not
yet had time to mature and prove its full worth. Should afull program extension be granted,
USAID would like to continue assisting Namibia with SME development, with afocus on
building increased capacity, and the objective of generating employment. The program would
build on the lessons learned from the on-going program and would likely seek to deepen
efforts to enhance the technical, management and marketing capacity of Namibia's
entrepreneurs. At the same time, the program would be structured in away to both promote
the success of, and also to benefit from opportunities resulting from, AGOA and the RCSA’s
regional trade hub.

3.  Promoting Sustainable Natural Resour ce M anagement

Geography can be destiny and much of what Namibiaistoday is afactor of its natural
resource base. Agriculture, mining, commercial fishing, and nature-centered tourism form the
basis of the Namibian economy. An extreme scarcity of water is one of the economy’s major
constraints. Because of the importance of natural resourcesto Namibia s economic

devel opment, the concept of sustainable development has long been a critical objective of the
Namibian planning and policy formulation process. In the context of CBNRM, whichis
USAID’s area of interest, Namibiais widely considered to have one of the most progressive
policy frameworksin Africa. It redresses past inequities by giving people in the communal
areas the same rights to benefit economically from wildlife as people living in freehold areas,
it providesthe legal basis for the establishment of conservancies, and it serves as the entry
point for the devolution of management rights over wildlife and other natural resources to
local communities. Still there are gaps. Most significantly, while conservancy rights over the
wildlife are largely honored, rights over other renewable resources have yet to be anchored in
alegidative framework. Moreover, the economic benefits of CBNRM are only just beginning
to berealized. Thisisdueto thetimeit has, by necessity, taken to build afirm institutional
foundation and because tourism was stunted by the war in Angola and unrest in the Caprivi
region of Namibia, situations which are now both virtually resolved.

USAID’s Contribution to Sustainable Natural Resource Management
USAID/Namibia's CBNRM program is implemented through a partnership with the World
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Wildlife Fund, a number of local NGOs, and the Ministry of Environment and Tourism. Thus
far, through the program, 15 conservancies have been registered and another 34 are at some
stage in the registration process.*

The environmental benefits of the program have been striking. Once declining herds of
wildlife are being rejuvenated. For instance, in Northwest Namibia between 1983 and 2001,
the numbers of springbok spiked from an estimated 500 to 74,000; oryx from 500 to 15,000;
and Hartman’ s zebra from 500 to 12,000. The numbers of desert elephant have tripled and the
numbers of black rhino, of which Namibia has the world’ s largest free-roaming population,
has doubled.

Conservancies are now beginning to realize the economic benefits of the increased wildlife:

e By theend of thisyear, the program will have helped 12 conservancies negotiate joint
venture deal s with the private sector to build and operate lodges and campsites valued at
USS$7 million. Currently, 4 upscale lodges and 7 campsites are fully constructed and
operational, with 7 more lodges and 4 more campsites in some stage of the process. Every
additional year of the program could support the establishment of 3-4 additional joint
ventures to build up-scale lodges. The estimated maximum number for upscale lodgesis
estimated at around 40.  Opportunities for mid-range lodges and self-catering units have
not yet been fully explored.

¢ Returnsto the community from bed taxes charged at the lodges and trophy hunting
licenses have increased from $24,000 in 1999 to $34,000 in 2000, to $61,000 in 2001.
These returns are expected to balloon as more lodges and campsites are opened and as
tourists begin to return as aresult of the recent lifting of the travel advisory on Eastern
Caprivi. Conservancies have been applying revenues to salary and other costs of
conservancy management as well asto local socia programs in education and health.

e Approximately 250 full-time and 645 part-time jobs have been directly generated by the
program thusfar. Thereisalso a considerable amount of seasonal employment generated.
Employment generation will increase as more lodges and campsites come on-stream. We
have not calculated indirect employment generation, i.e., businesses set up to take
advantage of tourism but will seek to do so as our SME development program (SO1) gets
underway.

The program has also strengthened grassroots democracy. It has helped establish elected
conservancy management committees and trained them to practice transparency,
accountability and participatory decision-making; and expanded the number of NGOs that
support the conservancy movement. When the program first began, there were 2 white led
NGOs in the movement. Now there are approximately 13 NGOs involved, most of which are
black-led. Women constitute approximately 25 percent of management committee
membership at the conservancies, the highest percentage of women in representative bodiesin
Namibia.

The program has leveraged nearly $7 million of resources from other donors, with the largest
contributions coming from the SIDA and DFiD.

Possihilities for Shaping a Future Program: USAID has made a heavy investment in the
CBNRM program and it would be unfortunate to close-out the program just as its economic

2 The 15 conservancies encompass 4 million hectares of land and approximately 43,000 people. The 34 emerging
conservancies will add another 7 million hectares of land and another 65,000 people. Currently, communal areas
constitute 41 percent of Namibia’s land mass. The 15 registered conservancies make up 15 percent of that land mass.
When the 34 emerging conservancies are registered, conservancies will make up 33 percent of the communal areas and
include almost 7 percent of Namibia’s population.
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potential has reached the take-off stage. Should a program extension be granted, it islikely
that USAID would direct its resources toward four objectives:

e continuing institutional development that will ensure the program’s long-term
sustainability;

o furthering efforts to help conservancies reap economic benefits from their natural resources,

¢ helping conservanciesto play arole in the sustainable, integrated management of other
complementary natural resources (e.g., forests, water, fish, grazing land); and,

¢ deepening the role that conservancies play in strengthening civil society’srolein local,
regiona and national government.

As recent USAID experience within the Southern African region indicates (Botswana, Zambia
and Zimbabwe), investmentsin CBNRM are not fully sustainable if these critical objectives
are not achieved prior to the termination of outside assistance.

B. Consolidating Democracy

As Section |11 describes, Namibiais one of Africa sfreest democracies. Nevertheless, efforts
to redress the economic legacy of colonialism and apartheid must be complemented by efforts
to continue to deepen Namibian democracy. While a multi-party system is envisaged in
Namibia's constitution and several political parties are active in the country, SWAPO, the
party that led Namibiato freedom, enjoys overwhelming popularity and dominates the
political landscape. In part because of the weakness of opposition parties, Parliament, which
has made great strides in developing a culture of professionalism and is beginning to influence
executive branch decisions, does not yet function as a firm counterweight to the executive
branch. Moreover, civil society is not yet strong enough to take advantage of the openings
that are available to participate fully in shaping laws and government policies. Most
importantly, a political culture supportive of democracy and itsinstitutionsis still taking root.
Surveys conducted in six Southern African countriesin late 1999 and early 2000 for the
Southern Africa Democracy Barometer led the analysts to characterize Namibia as “the only
country in the survey where the perceived ‘ supply’ of democracy is higher than the ‘ demand’
for democracy.” With President Nujoma announcing his intention to step down in the 2004
elections, Namibia is about to undergo atransition period that will test but, as everyone hopes,
also strengthen Namibian democracy.

USAID’s Contribution to Namibian Democracy: USAID has supported Namibian democracy
through alegislative strengthening program that has routinely met and exceeded set targets
over the course of the last five years. Implemented through a partnership with the National
Democratic Institute for International Affairs (NDI), and in response to leadership provided by
the Parliament’ s National Assembly and National Council, the program has helped Namibia' s
Parliament to become one of the most respected on the African continent. A functioning
committee system has been established, public hearings are being held in the capital and in the
regions on key pieces of legislation, a Parliamentary research center has been set up, and
members and staff have been trained in key areas, such as constituency outreach, reviewing
the national budget, summarizing bills, and analyzing legidation. The Parliament’ s use of
information technology is becoming amodel for involving far-flung constituenciesin the
legislative process.** While the Parliament is not yet a strong check against executive branch

'3 Under the NDI program, the National Council and the Ministry of Regional and Local Government and Housing have, in a
joint effort, conducted constituency outreach in Namibia’s 13 regions. To facilitate the outreach, NDI, with EDDI funding
and contributions from Compaq, Microsoft and several local companies, outfitted a Mobile Training Unit with computers.
Staff on the MTU teach citizens to electronically research and convey opinions on policies and legislation to the Parliament
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power, committeesin the National Assembly are increasingly shaping the final outcome of
legislation and the National Council has, in its role as the reviewer of legisation passed by the
National Assembly, become more confident in turning back high profile pieces of |legislation.
The Parliament also serves as the country’ s preeminent forum for national debate and is the
source of much of the political coverage in the country’s media. The parliamentary program
was scheduled to close out in FY 02; however, it was extended with ESF, made available after
acongressiona delegation visited Namibia and, impressed with what it saw, intervened on its
behalf.

To complement its parliamentary program, USAID, in 2001, began programs to fortify the
advocacy skills of civil society groups and to promote governmental integrity. Whileit istoo
early to expect discernable results from the activities, the response from the NGO community
to the programs has been extremely positive and a number of promising campaigns are
underway. One indicator of the advocacy program’s success is the Dutch government’s
already implemented decision to contribute funds to our grantee, in order to expand and
deepen the program we' ve started.

In preparation for 2003 regional and local elections, which lead up to the 2004 Presidential
elections, USAID is, with the Dutch and Swedish Governments, and through local NGOs,
initiating a voter education campaign with ESF.

Possihilities for Shaping a Future Program: USAID’ s democracy program is scheduled to
close-out in 2003. Given the upcoming 2004 Presidential €l ections and the importance of this
first transition period, we would request that the program be extended to 2005, regardless of
whether the longer program extension is granted. We would continue to support
parliamentary strengthening given the Parliament’ s role as the preeminent forum for national
debate as well as civil society development and voter education activities. Should a post-2005
program be approved, we would conduct an assessment to determine whether Namibia's
experience during elections or the shift in political leadership might dictate changesin our
democracy strategy. In any event, our objective would be to see Namibia through its first
transition of political power since independence and to help ensure the firm entrenchment of
democracy.

C. Preventing the Spread of HIV/AIDS

Namibia s final chalenge isthe challenge of HIV/AIDS. With more than onein five adults
believed to be HIV positive, Namibiais one of the most severely stricken nations in the world.
As aresult of the disease, Namibia s life expectancy at birth has dropped from 60 years of age
in 1991 to 46 years of age today and an estimated 20 percent of all children 17 and younger
are orphans. Taking into account direct medical costs, disability allowances to people living
with HIV/AIDS, and the value of productive yearslost, it is estimated that the direct and
indirect costs of HIV/AIDS to the economy have jumped from 3.2 percent of GDP in 1996 to
9.6 percent in 1999 to 16.3 percent in 2001. Unless the spread of the disease can be curbed
soon and unless effective measures to mitigate the impact of the disease can be identified and
implemented, Namibia's future stability is at serious risk.

USAID’s Contribution to Preventing the Spread of HIV/AIDS USAID’sHIV/AIDS
awareness and prevention program was initiated in FY 2001. It seeksto curb the spread of the
disease, especially among youth and labor groups, and to strengthen Namibia' s capability to
care more effectively for the increasing numbers of orphans.

and the Ministry, using the two entities’ respective websites, and offer civics lessons. The effort has been so successful
that the Ministry is contributing the Namibian equivalent of $150,000 in a cash contribution to NDI to keep it going.
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e To date, the program’s most visible success is a multi-purpose center set up in Walvis Bay
in collaboration with the municipality, the U.S. Department of Defense, and Peace Corps.
The Center sponsors or enables: AIDS prevention programs, a support group for people
living with AIDS, legal counseling for those infected and affected by the disease, a soup
kitchen for orphans, and training, including for home-based care. Opened last year, the
Center has had 10,000 people access its services and has outgrown its space. DoD recently
stepped in with a $25,000 contribution to build an addition to the center. USAID is
working with officialsin four other municipalitiesto set up similar centers.

e To reach labor groups, USAID has funded the development of a Workplace Peer Educator
training manual, facilitated the development and dissemination of HIV/AIDS workplace
policies, and co-sponsored peer educator training programs with over 20 large employers.
Educators trained through this program have reached thousands of miners, construction
workers, farm laborers, and utilities sector employees.

e Through its program to address the needs of orphans and vulnerable children (OVC),
USAID has supported NGO efforts to keep children in school and to mobilize community
and other social support to prevent discrimination and stigmatization. It has also helped to
facilitate the establishment of a National OV C Steering Committee and the completion of a
national OV C strategy.

e |n partnership with RUDO, USAID has supported assessments of the impact HIV/AIDS
will have on five municipalities. These five municipalitieswill, in turn, support 15 other
municipalities in conducting such assessments. USAID will provide technical assistance
in developing follow-up actions plans and funding for selected activities under the action
plans.

All of these activities have been implemented through Family Health International, which, in
most cases, has worked through local NGOs. Recently, USAID extended its assistance to
support a collaborative effort between the University of Namibia and Johns Hopkins
University (JHU) to develop and broadcast radio programming designed around HIV/AIDS
issues. It isexpected that the first broadcasts will begin in September of thisyear. Also,
through JHU, we, in partnership with UNICEF, supported the development of a National
HIV/AIDS Communications Strategy. CDC will establish its Namibiafield presencein
September but we have already held numerous discussions, established a productive working
relationship, and agreed upon respective responsibilities in programs to prevent mother to
child transmission (MTCT) and promote voluntary counseling and testing (VCT). A

Y outhNet initiative to encourage the involvement of faith-based organizations in reducing the
sexual debut of youth will be launched in September.

Possihilities for Shaping a Future Program: USAID’s HIV/AIDS program began in FY 2001.
Should a program extension be granted, it is likely that USAID would want to continue with
its awareness and prevention efforts targeted toward youth and labor as well as with its efforts
to find sustainable ways to support the care and education of orphans. We would strengthen
our collaboration with CDC on MTCT and VCT programs and further our work in helping
Namibia put in place systems to help mitigate the profound impact the disease is going to
have.

V. OPTIONSFOR THE FUTURE

Here we move to the nitty-gritty. In this section, USAID/Namibiawill offer
USAID/Washington reviewers three different options for the Namibia program: maintaining a
bilateral presence; managing the bilateral program from aregional platform; and closing out
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USAID assistance to Namibia, with any future USAID activitiesin Namibia to be managed in
a“non-presence country” mode. Washington might also consider amix of the options
proposed.

A. Option One: Maintaining a Bilateral Presence

Namibiais a country with deep and pervasive poverty. Yet it isaso acountry that makes
effective use of USG assistance and a country whose success has discernable and positive
ramifications for the entire region.

It is only through an on-the-ground presence that USAID can assure the nuanced
understanding of what isworking and what is not, and maintain proper oversight of activities.
Perhaps more important, it is only through day-to-day contact with decision-makers that the
strong and trusting relationships essential to a successful development partnership can be
formed and nurtured. Thus, maintaining a bilateral presence isthe mission’sunrivaled
preference.

We recognize that OE considerations are an important factor in the Washington decision-
making process. While Namibia s $1.1 million OE budget islow per USDH employed, itis
high relative to program budget. Thisisdue to a certain minimum level of costs required to
maintain an in-country presence. Indeed, USAID/Namibia could argue that it’s not that our
OE budget istoo high. It’sthat our program budget istoo low. We won't though. Instead,
we have undertaken several exercises to determine whether we could do businessin Namibia
in ways that would burden the Agency’ s OE budget less.

In thefirst exercise, we attempted creativity. Here's what we came up with:

e USAID ownsfive houses valued at about $1 million. We have learned from the recent
visit of the Business Systems Modernization team that there may, within the next year, be
provision for missions to capture the funds from capital asset sales. If we could sell our
houses, and use the proceeds to create a“sinking” trust fund that would be steadily
depleted, we could subsidize our OE budget and rent houses at an annual approximate cost
of $15,000 per house.

e We could save about $100,000 a year in office rent if we could take the biggest of the
houses and convert it into an office. To make the appropriate security upgrades might be
costly but could be covered through the sale of the other houses, presumably with fundsto
Spare.

e Namibia’ s Ministry of Basic Education, Sport and Cultureis strong and well-managed. If
we could propose a performance-based, non-project assistance, budget support grant of a
significant sum to the Government, we could enable the Ministry to roll out the reforms
underway through our current program and request that the government, in turn, set up an
OE trust fund which USAID could draw upon. By providing non-project assistance,
budget support, USAID would help the government bridge the funding gap that is bound to
increase as more and more resources are diverted to HIV/AIDS.

In the next two exercises, we:

e examined our OE budget for possible slack; and,

e considered an increased reliance on ICASS.

We found that, though we would be |eft in aless than ideal situation, there are waysto reduce
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our OE budget by taking advantage of savings these two exercises can create.

In the final exercise, we employed a consultant to examine five different programming modes
to determine which, if any, would provide OE savings. Specifically, we examined host
country contracting, non-project assistance, endowments, development credit authority, and an
omnibus contract option, whereby one contractor or one grantee would manage USAID’s
entire portfolio. In sum, the consultant found potential OE savings in host country contracting
and an endowment fund over the long-term but not in the short-term; no or little OE savingsin
non-project assistance and development credit authority; and potential savings with the
Omnibus Contract Option (which has the downside question of whether one contractor or
grantee could ably meet the needs of a multi-faceted program). See Attachment 2 for the full

report.

The bilateral presence sub-options presented below take into account the cost-cutting exercises
described above.

1. Bilateral Presence, Sub-Option One: Continuing with Five SOs

USAID would continue to work in five strategic objective areas, with different SOs
“graduating” at different times under different scenarios. No program would be extended
more than five years beyond the current program close-out date of 2005.

e The current education program ends in 2004. In designing afive-year follow-on program
through 2009, USAID would explore the possibility of an education sector reform budget
support program to geographically extend the on-going program. We would also examine
the possibility of awork force development program. (We would not propose both, except
under exceptional and unforeseen circumstances.)

e Thecurrent CBNRM program ends in 2004. USAID would like to support afollow-on,
traditional project assistance program through 2009, unless one of two possibilities come
to fruition:

a.  USAID requests that, parallel to implementing atraditional project assistance
program, it be given the latitude to explore the possibility of establishing an
endowment for CBNRM.** The endowment would be alegacy of USG commitment
to Namibia' s economic growth, lasting beyond USAID’ sin-country presence. If the
endowment could be established, USAID’ straditional program could be phased out
sooner than 2009, as the endowment demonstrates its operational capacity.

b. TheWorld Bank plansto approve a$7 million grant in 2003. While, given delaysto
date, there is pessimism that the grant will be approved on schedule, or perhaps even
at al, if and when it is approved, USAID believesthat it could effect a hand-off to the
Bank, after its grant begins disbursing and its activities are fully underway. Thus, a
2007 “graduation” of CBNRM might be possible.

e The current democracy program ends in 2003. The follow-on program would be
implemented in the project assistance mode through 2010.

e Thecurrent HIV/AIDS program ends in 2005. The follow-on program would be
implemented in the project assistance mode through 2010.

4 USAID has discussed the idea with the NGO community and the government and there would be interest in establishing
a Namibian-American Foundation to promote sustainable natural resource management, including wildlife, fisheries,
forestry, water, etc. It is estimated that approximately $20 million would be required to capitalize the endowment. USAID
would like to develop the endowment a shelf activity, should MCA or other resources become available.
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e The current private enterprise program ends in 2005. The follow-on program would be
implemented in the project assistance mode through 2010.

USAID redlizes that five SOs is more than conventional wisdom deems wise for a program of
approximately $10 million. We would argue, however, that Namibia s small population
enables $10 million to make a meaningful difference over five SOs, and that, with our strong
and dedicated FSN staff, we could do it with fewer USDH, once al five programs are fully
underway.

2. Bilateral Presence, Sub-Option Two: Supporting Three SOs
USAID would maintain a bilateral presence for only three of its SOs.

e USAID would continue its education activities through 2009, either through the traditional
project assistance mode or through a non-project assistance mechanism. The rationae
would include: the foundation that education provides for successin al other sectors, the
high priority that both President Bush and President Nujoma have accorded to education,
the strong performance of Namibia s education ministries, and the platform that the
education sector provides to address the HIV/AIDS crises, to promote the government’ s
decentralization efforts, and to help Namibiarealize its I T potential.

e USAID would continue its democracy activities through 2010. The rationale would
include: thisisthe top priority in the Embassy MPP, Namibiais soon to enter a critical
period of transition in political leadership and a new generation of leaders may need
assistance in weathering the transition, democracy is an area of USAID comparative
advantage vis-a-vis the other donors, and the platform that democracy provides to effect
the HIV/AIDS crisis, to promote the government’ s decentralization efforts, and to help
NamibiarealizeitsIT potential.

e USAID would continue its CBNRM program through 2008. The rationale would include:
the program enables USAID to have an impact in three different areas: conservation,
economic growth and democracy; the economic benefits of the program, which are critical
to the program’ s self-sustainability, are just beginning to come on-stream, and given the
strength of Namibian partners, the program is not management intensive.

The following SOs would be closed out:

e USAID would close out its HIV/AIDS program, based on the assumption that CDC and
other USG agencies will address HIV/AIDS.

e USAID would close out its private enterprise development program, based on the
assumption that Namibia’s private enterprise sector could be supported through the
RCSA’sregional trade hub and possibly as an extension of USAID/South Africa’s
program, which has the capacity for regional program buy-ins.

USAID/Namibia (as well as Embassy Windhoek) shudders in offering up these two programs.
Namibia s two most immediate and pressing problems are HIV/AIDS and unemployment.

Unchecked and unmitigated, HIVV/AIDS has catastrophic implications for the country’ s future.
We believe that USAID has expertise and programs in the HIV/AIDS arena that CDC, Peace
Corps, Department of Labor, and Department of Defense lack. Of the four, CDC has the most
experience but its strengths are the medical and epidemiological aspects of the disease.
USAID’ s deeper experience and broader program support in areas such as behavior change,
the care and support of orphans, and mitigation of impact enables the USG to assist the
Namibiansin awholistic approach to arresting the disease. USAID has already established
strong complementarity with other USG agencies and our withdrawal will leave ayawning
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gap in the USG strategy for Namibia.

The private sector potential in Namibiais enormous. It'sin USG’sinterest to ensure that
AGOA isasuccess story and that both Namibia and Angola mutually benefit from the peace
that has finally come to Angola. Moreover, USAID’s activities at the bilateral level
everywhere in Southern Africa, but particularly in Namibiawhich is aregional entrepot, will
have a direct bearing on the success of the RCSA’ sregional trade hub. Finally, addressing the
unemployment problem is critical in positioning Namibiato deal with its HIVAIDS crisis and
in dampening passions around the current land distribution patterns.

3. OE and Management I mplications of Sub-Options One and Two

USAID has worked out three different possible budgets for Sub-Option One and one possible
budget for Sub-Option Two. They are summarized in the chart below. The chart is explained
in the narrative that follows. In presenting these budget scenarios, we would emphasi ze that
they are post-2005 scenarios. We would not want to take most of the reductionsidentified
until we are able to bring our newest two SOs up to the same level of high performance as our
three mature SOs. Moreover, per 99 State 114419, USAID/Washington recognized that there
should be little draw down of staff prior to close-out, given the already small size of the
mission.

Different Staffing Configurations and Correlating Budgets

STAFFING (A) (B) (© (D) (E)
FY 02 Staffing/ Staffing/ Staffing/ Staffing/
gf;‘;gtg and | B dget#1 | Budget#2 | Budget#3 | Budget #4
(for bassline (five SOs) | (fiveSOs) | (five SOs) (three
! SOs)
comparison)
USDH 4 4 3 2 1
(dir, (dir, (director, (director, (director)
program program program program
officer, officer, officer, officer)
supervisory | supervisory | executive
GDO, GDO, officer)
executive executive
officer) officer)
USPSC/TAACS 3 3 3 3
OE FSNs 20 15 12
Program FSNs 7 11 10
Total Staffing 34 33 28 21 12
ICASS Portion 63,000 73,100 63,800 142,100 96,300
of OE Budget
Total OE $1,100,000 | $996,000 $883,000 | $635,800 | $397,500
Budget

24




Under Configuration (B), assuming 2 children for each USDH, our current OE budget of $1.1
million ayear could be reduced to $996,000 by:

e Modifying the position descriptions of 4 staff members so that they and their space and
other costs could be program funded rather than OE funded. (This action assumes that we
have a democracy budget as our senior program development officer is also our democracy
officer.)

e Signing up for cashiering under ICASS, a service currently not subscribed to (and
eliminating our cashier position).
e Receiving the IVG line through ICASS and discontinuing VSAT and ISP lines.

Under Configuration (C), USAID could bring its OE budget down from the current $1.1
million to $883,000 by, in addition to the above:

e Eliminating the USDH supervisory general development officer position.

¢ Reducing two positionsin our controller’s office by having RCSA handle all financial
matters. (The two positions are: voucher examiner and account technician.)

¢ Relying on technology to help eliminate our receptionist position and one file clerk
position.

In Configuration (D), USAID could bring its OE down from the current $1.1 million to

$635,800 by, in addition to the above:

e Eliminating the executive office (including the USDH executive officer), with the
exception of five FSNs, relying on ICASS for al services, except budget and fiscal (which
would be done by RCSA), procurement, IT, C&R, secretarial and liaison. These are
positions that we believe require USAID-specific expertise, training and supervision.

Finally, under Configuration (E), USAID could manage a program of three SOs with one
USDH, two USPSC, four program funded FSNs, and five OE funded FSNs. An OE budget of
approximately $397,500 would be required.

B. Option Two: Managing Programsin Namibia from Regional Platforms

To determine how best to manage programs in Namibia from Regional Platforms, USAID
looked to the RCSA (which currently has regional programs that correlate to our CBNRM,
democracy and private enterprise programs) and to USAID/South Africa (which oversees the
regional HIV/AIDS program). In response to our requests for assistance, Patrick Fleuret
prepared Attachment 3, which we encourage readers to turn to but which is summarized
below; and Dirk Dijkerman paid a one-day visit for discussions that are also summarized
below.

1. Managing Programsin Namibia from the RCSA

The RCSA reviewed the workload implications for its program, service support and
management staff vis-avis 7 different staffing scenariosin Namibia.

1. Mission Director — full program (reportsto AFR and to Ambassador)

2. AID Affairs Officer (AAO) — small program (reports to AFR and to Ambassador)
3. US/PSC — small program (reports to RCSA and to Ambassador)

4. FSN — small program (reports to RCSA and to Ambassador)
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5. No representation — non-presence program implemented as a stand-alone operation
6. No representation — non-presence program integrated into regional program
7. No representation — no program

The RCSA’s bottom line: “Most Namibia representational and program implementation
scenarios have implications for USAID/RCSA management and workload. RCSA is
preparing a new strategy in which we will explicitly seek to reduce management units,
consolidate our strategy, and achieve operational efficiencies. Therefore, we have the
opportunity and flexibility to accommodate a number of Namibia scenarios. Most foreseeable
workload implications are not particularly difficult to accommodate. Some scenarios would
require small RCSA workload adjustments. Others would require relatively large RCSA
workload adjustments. Some scenarios would have momentarily high transitional workloads.
Some scenarios would reduce RCSA workload. No scenario would require new RCSA staff,
except assumption of HIV/AIDS or educational portfolios. Thiswould have to be endorsed in
anew RCSA strategy going forward.”

2. Managing Program in Namibia from USAID/South Africa
To manage USAID/Namibia s HIV/AIDS program from South Africa, the Mission
Director for South Africaindicated that he would place one US PSC in Namibia. The

PSC would be supervised by the Regional HIV/AIDS Coordinator, who sits in Pretoria.
During the discussions, the possibility of Namibia benefiting from South Africa s private
enterprise programs was al so discussed, as was the possibility of USAID/South Africa
benefiting from our information technology activities. The next step isfor USAID/Namibiato
send some of its staff to USAID/South Africato further explore “piggy-backing” and other
synergistic options.

C. Option Three: Close-Out

In the event that USAID/Namibiais asked to remain on the 2005 close-out path, we have
prepared our close-out plan. It can be found at Attachment 4. There are, however, several
issues that we would appreciate USAID/Washington guidance on:

a. USAID/Namibia s flagship program for SO 1, private enterprise development, is the
Small and Medium Enterprise Competitiveness Enhancement Program. A contract to
implement SMECEP was signed with Sigma One on March 1, 2002, eight months
behind schedule, because of procurement complications. The contract ends on March 1,
2004, but anticipates a 2- year extension, should performance be satisfactory; however, a
2-year extension would take the contract to March 1, 2006, six months beyond our 2005
close-out date. Anticipating satisfactory performance, USAID/Namibia requests
permission to extend the close-out of SO 1 to June 2006, with the SO 1 program
managed from USAID/South Africa after September 2005.

b.  USAID/Namibia s democracy program, SO 4, is scheduled for close-out in 2003.
USAID was ableto justify ESF and *bright ideas’ funding for its democracy programin
FY 02 and, with the upcoming Presidential elections, expects to be able to continue
justifying democracy funding. USAID/Namibia requests permission to extend the close-
out of SO 4 to September 2005, provided we continue to attract funds to the SO.

c. USAID/Namibia s natural resource management program, SO 3, is scheduled for close-
out in 2004. One element of the program, a cooperative agreement with the Cheetah
Conservation Fund, in place due to a Congressional earmark, does not expire until 2005.
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Moreover, this year, we were able to justify ESF for the CBNRM program. We,
therefore, request permission to extend the close-out of SO 3 through 2005.

USAID/Namibia s education program, SO 2, is scheduled to close-out in 2004.
USAID’s program is recognized as one of the Bureau’s most successful and we believe
we would be competitive in bidding on funds being made available under the Bush
Administration’s new education initiative. USAID/Namibiarequeststhat it be made
eligible to bid on education initiative funding for activities that might run through FY
05.
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ATTACHMENT 1

Comparison on the Use of L and in Namibia
Prepared by Dr. Chris Brown, Namibia Nature Foundation

The following tables compare conditions on the land of the now Gondwana Canon Park (some
100,000 ha) under two different land use practices. (a) previous freehold commercial
agriculture, essentially small stock farming, and (b) current private park management for
tourism.

There are two ‘ profit centers' in the Park — one, a 30 bungalow (65 bed) lodge, the other a9
room (18 bed) roadhouse with small (6 site) camping site. These are both mid-level facilities
(US$30 to 40 per person per night bed & breakfast). The profit centers pay the Park a bed-
night levy of some 7 percent for land management. This amounts to some US$70,000 per year
--which is more than adequate to fully manage the park, including staff costs, vehicle running,
water maintenance, fencing, anti-poaching, monitoring, road maintenance, strategic wildlife
introductions, etc.

Note that rainfall has a dramatic impact on turnover and profits under farming conditions but
no impact on tourism. Thisis particularly pertinent in arid and semi-arid areas, where some
50 percent of years receive below-average rainfall and some 30 percent receive rainfall that

severely limits agricultural production.

Commercia Agriculture Gondwana Canyon Park
--Small Stock— Tourism
Annual Turnover Good Rainfall: N$1.8 million | Good Rainfall: N$9 million
Poor Rainfall: N$ 0.4-0.9 Poor Rainfall: N$9 million
(poor rainfall 50%+ of years)
Annual Profit Good Rainfall: N$ 0.45 million Good Rainfall: N$2 million
Poor Rainfall: N$0.06 million Poor Rainfall: N$ 2 million
Employment 15 95
Salaries X 2.6 times higher which means
that over 16 times as much
money is distributed
Rangeland Overgrazed, degraded, soil Recovery underway
erosion, loss of grassy
component --bush invaders,
loss of perennials
Game Hunted to near extinction —e.g., Recovery underway
oryx, springbok, kudu for meat, Springbok — 800+
zebrafor skins Kudu — 250+
Zebra— 80+
Reintroductions Planned
Predators Ruthlessly exterminated Recovery underway
Leopard 3+ breeding females
Jackals now regular
Scavengers Poisoned to extinction Recovery underway
Vultures, aardwolf now regular

ATTACHMENT 1 - Comparison of the Use of Land in Namibia




ATTACHMENT 2

“Non-Conventional” Program Mechanisms



ATTACHMENT 2

MEMORANDUM July 5, 2002
TO: Diana Swain

Kirk Dahlgren
FROM: Gerald Zarr

SUBJECT: “Non-Conventional” Program M echanisms

Asrequired in my statement of work, | have explored whether “non-conventional” program
mechanisms might further reduce USAID/Namibia s OE costs, thereby opening up the
possibility for an extension of USAID assistance to Namibia beyond the currently planned FY
2005 close-out date. For each of the five specific program mechanisms described below | have
researched and analyzed the following questions:

e Acceptability under USAID’s current legal and policy framework.

e Acceptability to Namibian counterparts.

e Implementation viability in the light of conditionsin Namibiaand USAID
experience elsewhere.

e Advantages and disadvantages of each mechanism.

e Management implications, particularly the impact on OE-funded staff timein
USAID/Namibia, the regional mission, and USAID/Washington.

Based on this analysis | have made specific recommendations about which mechanisms are
particularly promising for the Mission (and those which are not) should an extension of the
USAID/Namibia program be granted. Lastly, in the preparation of thisreport | have
considered USAID’ s emphasis on public- private partnershipsin the Global Devel opment
Alliance and the President’ s new Millennium Challenge Account with the aim of aiding the
Mission to position itself to take the greatest possible advantage of these initiatives.

Overadl, | believe al five mechanisms have potential for Namibia given its capacity, sound
policies, and developmental commitment. They are discussed below:

I Host Country Contracting
A. Acceptability Under USAID’s Current Legal and Policy Framewor k

ADS Chapter 301 states clearly that there is “no general USAID preference between USAID
direct and host country contracts.” It depends on the circumstances of a particular
procurement. Section 301.2 says that USAID’ s objective isto pick the method that * best fits
the particular circumstances and will result in the most effective implementation of USAID-
financed activities.”

If host country contracting (HCC) is to be used, the Strategic Objective Team must consider

the “ procurement capability of the proposed contracting agency, including capability for
contractor selection, contract administration, and contract audit.” And when the contract is
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anticipated to exceed $250,000 in value, the team, before approving the use of a host country
contract, must first assess the agency’ s procurement system and then obtain the Mission
Director’s certification of its capability. Section 301.5.2 hasthisto say about the composition
of the team:

The assessment team shall consist of individuals on the Mission’s staff with
qualifications necessary to assess all aspects of the Contracting Agency’s capabilities:
the Controller, Contracting Officer, and the Legal Advisor shall be either members of
the team or shall review the assessment and offer recommendations to supplement the
assessment before the assessment reaches the Mission Director.

It should be noted that the Mission Director can only make a positive determination on the use
of ahost country contract if the team’ s assessment is positive. If the team’ s assessment is
negative, then “the Mission Director cannot make such a determination.” By default, a direct
USAID contract must be used.

Hence the use of host country contracts is permissible under USAID policy provided that
specific steps authorizing its use are followed.

B. Acceptability To Namibian Counterparts

From my discussions and meetings with Namibian counterparts, | think thereisaclear
willingness to use HCC if USAID wishesto movein that direction. A number of interlocutors
strongly supported HCC, saying that it would support the national economy and lead to
improvements in capacity.

In the discussions we tried to be clear about what we meant - USAID would finance the
contract but it would be awarded and managed by a host country counterpart ministry. USAID
would have arolein developing the contract scope of work, approving the award, disbursing
funds to meet contract costs, and monitoring overall performance.

In the discussions the experience with an earlier host country contract, the $15.4 million
Florida State University contract with the Ministry of Education, almost invariably came up.
The FSU contract was terminated when the underlying program grant was ended prematurely.
(See Section |1 below.) Many people told me that the FSU experience would not repeat itself if
USAID were to opt for HCC again. At the time (1991) Namibia, long an unofficial province of
the apartheid regime, had just won its independence and hadn’t devel oped the contracting
expertise to handle a contract of that size and complexity. People said that both sides had
talked past each other: the Namibians hadn’t really understood what we wanted and needed. In
the intervening years USAID and Namibia had gotten to know each other much better. The
HCC mechanism would work much better this time around.

C. I mplementation Viability, In the Light of Conditionsin Namibia and
USAID Experience Elsewhere

Based on my research and interviews in Namibia and my former work as the Assistant General
Counsel for Africaand asregional legal advisor elsewhere, | think that HCC is viable for
Namibia. To start with, Namibia now has a sound procurement system with fair and
transparent tender rules, things that it lacked a decade ago. A well-qualified tender board
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under the jurisdiction of the Ministry of Finance assures fair competition and the proper
issuance of awards.

Namibia also has strong standards of accountability, enviable by African standards and other
countries as well. On Transparency International’ s Corruption Perception Index, Namibia has
the second best scoresin Africa. According to the 2000 Index of Economic Freedom issued by
the Heritage Foundation and the Wall Street Journal, “Namibia slegal system is efficient, fair
and independent. The Index quotes the U.S. Department of Commerce as saying:

Thelocal court system provides an effective means to enforce property and
contractual rights.

These are good indicators of successin the use of HCC in Namibia.
D. Advantages And Disadvantages Of Host Country Contracting

Given the right policy environment, host country contracting can be a valuable developmental
tool. The procurement expertise that a country acquires can be an important building block for
development. That iswhy ADS Section 301.5.1, in listing the factors that weigh on the
decision to use HCC, mentions the effect “ on establishment of desired institutional or
professional relationships.” There are many aid-recipient countries with neither the inclination
nor the capacity to use HCC. But Namibiais not one of them. Its evolution in the improvement
of procurement systems, strong standards of accountability, and respect for the rule of law
show that it is a good candidate for the use of HCC. If the desire to improve capacity and the
commitment to real reform are to be criteriafor the use of HCC, as | think they should be, then
Namibia should be among the countries selected for HCC.

Senior level OP officials have supported a principled use of HCC, recognizing that it is part of
the Agency’ sresponsibilities to help the host government develop its contracting capabilities.
But at the working level in the Agency, particularly among RCOS and RLAS, thereisabias
against HCC. The ADS speaks of “no general preference” between USAID direct and host
country contracts, but for many thereis one. The following viewpoint expressed by an
experienced GC/W lawyer in an e-mail to me isfar from unique:

Except for Egypt infrastructure and some disaster relief activitiesin Honduras,
Mozambique, etc, HCC hasfallen out of favor in the Agency. There' sjust been too
much criticism from the Hill, 1G, and within USAID. So there’s the tough road just
getting people aboard to approve use of HCCsin a program. Gradually they’ ve just
disappeared. Personally, | like them, but problems with IFBs and awardsin
Mozambique last year kept me very busy indeed — two trips on behalf of GC to get an
HCC award process on track. That would account for Bureau, RLA and RCO
resistance. Believe me —any HCC in anew setting would be a major workload and
draw alot of attention.

Two critical GAO Reports about HCC has fed the negativism. OneisaMay 1991 Report
entitled “ AlID can improve its management and oversight of host country contracts.” The
other is a February 1991 Report entitled “ AID Missions overstate the effectiveness of controls
for host country contracts.”
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This anti- HCC sentiment is evident in the trouble the Mission had last year in getting

approval for ahost country contract for an advisor for the policy planning division of the
Ministry of Trade and Industry (MTI). The RCO and RLA opposed the use of HCC and it took
aMission appeal to the head of OP to get the use of HCC approved. Asit turned out, the
procurement did not go forward for other reasons.

E. Management Implications And Effect Upon the OE Budget

| think the use of HCC might have favorable management implications both for staff time and
scarce OE dollars over the long term. To the extent that HCC can be made to work, it will
require less time from the OE-funded contracts officer aswell as |less OE-funded travel by the
contracts officer. This has no implications for USAID/ Namibia s OE budget but it does have
implications for the Bureau' s OE budget.

In principle, HCC should be less burdensome in terms of staff time and OE than direct USAID
contracting, but often that’s not the way it works out. HCC is such alightning rod that it burns
up much more staff time and budget than direct USAID contracting. E.g. two GC tripsto get
an HCC award on track, as quoted above. So in the short term, | question whether HCC can
produce OE cost savings.

F. Recommendations

At the working level in USAID, HCC is somewhat of a hard sell, but far from impossible as
evidenced by the successful appeal to the head of OPinthe MTI procurement.

| think the Mission’s best strategy for HCC isto start with areasonably small procurement
where the case for using HCC is strong, and then get a victory you can build on. For example,
if the Mission picked a single PSC-type situation costing less than $250,000 where there are
compelling reasons to use aHCC, it should be able to win on the basis of ADS Chapter 301.
Once the Mission gets the reputation as a successful user of HCC, this should make future
procurements easier.

In some cases an advisory position within aministry is so sensitive that aHCC is the only
realistic option. Also for asingle advisor, going the HCC route might mean substantial savings
for the USG (admittedly, program funds) if the only realistic alternative to HCC were
obtaining the advisor through an 1QC with aU.S. contractor with a hefty overhead. The
“relative costs’ of the procurement are one of the factors stated in ADS Chapter 301 that
should be taken into consideration in deciding whether to use HCC.

Another type of procurement where you have a good chance of winning is where a Namibian
or third country firm is performing professional or technical services. The value of applying
the Federal Acquisition Regulation (FAR) to that kind of situation seems marginal. Also a
procurement under the Global Development Alliance which encourages partnerships among
equalsisanatura for HCC.

One area | would put on the back burner for HCC are TA contracts with aU.S. university. The
ADS tilts the scales for these contracts in favor of USAID direct contracting. Section 301.5.1
provides: “Use of a USAID- direct contract may often prove to be more appropriate and
effective for carrying out an activity when aU.S. university will beinvolved.” The sameis
true for SBA section 8(a) contracts.
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If a contracting situation involves a case where HCC is necessary and appropriate, then the
Mission may have to appeal to the head of OP asit successfully did before.

. Non-Project Assistance
A. Acceptability Under USAID’s Current Legal and Policy Framework

Non-Project Assistance (NPA) has come into fashion and gone out of fashionin USAID over
the years. Still, it’s always been part of USAID’ slegal and policy framework. The February
1996 USAID Policy Paper on Program Assistance (the “ Program Assistance Policy Paper”) is
the current USAID guidance for NPA. Under NPA, USAID provides a generalized resource
transfer, in the form of foreign exchange or commodities, to the recipient government once
certain conditions are met. This contrasts with other forms of assistance in which USAID
finances specific inputs such as technical assistance, training, equipment, vehicles,
construction etc.

With the issuance of the February 2002 memorandum from AA/AFR Newman on Non-Project
Assistance, NPA isvery much back in vogue — given anew lease on life by the New
Partnership for Africa' s Development (NEPAD) and the Poverty Reduction Strategy Papers
(PRSPs). USAID will increasingly be challenged to show that its aid modalities complement,
rather than undermine, the new partnership relationships at the core of NEPAD and the
PRSPs. Thisimplies a shift away from a project-centered mode in favor of amore
programmatic approach that allocates a higher proportion of resourcesto general budget
support in countries where:

The fiscal environment is appropriate,

The government is truly committed to policy reform,

The government has the institutional capacity to manage funds effectively, and
The country’ s foreign exchange is allocated and priced through transparent market
mechanisms.

This bodes well for Namibia because (as discussed bel ow) these factors are certainly ones
where Namibia does well. In USAID’ s Africa programs, budget support is always directed at
sector level reforms or multi-sector policy, institutional or management reforms. By use of
NPA the U.S. can:

Influence the host government’ s policies and budgetary expenditures,
Leverage other donor resources,
Reinforce targeted policy, institutional, and management reform, and
Strengthen expenditure systems.

B. Acceptability to Namibian Counter parts

Not surprisingly, where Namibian counterparts stand on the issue of NPA depends upon where
they sit. Interlocutors in the Ministry of Finance, National Planning Commission and other
planning officials tend to be positive. Individualsin line ministries who fear aloss of their
current project aid are somewhat more circumspect. One ministerial level official said he
doesn’t like the idea of the government balancing the budget through foreign aid. He fears that
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foreign aid would cease being additive to his ministry’ s budget, resulting in less resources
available for the ministry, should dollars be run through the state revenue fund.

Still, there seems little doubt that the GRN would opt for NPA such as a sector grant if it were
offered by USAID. After all, thisis where donors are moving in Namibia. Over the past year
the Dutch, Swedes, and DFID have moved toward sector grants. And the EU has prepared a
three year Sector Wide Assistance Program (SWAP) and has approached other donors,
including USAID, to participate. The GRN tends to be pragmatic about aid modalities,
accepting projects where donors prefer it that way, but NEPAD is encouraging donors to
harmonize their aid modalities and rely more on recipient country programs as a reference
point for assistance. Thisiswhere the U.S. is headed too.

Several people referred to the 1991 USAID sector grant for basic education reform that was
aborted because of GRN resistance to the complexity of the program. $35 million in sector
cash grants were to be disbursed in six annual tranches after the satisfaction of conditions
precedent for each tranche. Forty six separate conditions precedent were applicable to tranche
no. 2. On February 12, 1993 USAID determined that these CPs had been met and authorized a
disbursement of $6 million. Thiswas the last disbursement to occur under the program grant.
After that, the GRN threw up its hands at the complexity of USAID conditionality and
effectively withdrew from the program.

Every individual | spoke with felt that this history would not repeat itself if USAID embarked
again on a sector grant. At the time (1991) Namibia was newly independent and didn’t have
the expertise to handle alarge program grant of that complexity. The Namibians didn’t really
understand our needs. There was poor communication on both sides. In the intervening years
USAID and Namibia have gotten to know each other much better. That the GRN would now
be able to successfully carry out a NPA activity was the clear consensus of opinion.

C. Implementation Viability, In the Light of Conditionsin Namibia and
Experience Elsewhere

Namibia s success in achieving a stable macro economic environment since independence has
been impressive. It has adopted a prudent set of macro economic policy aims to secure a
manageable budget deficit, a stable exchange rate, balanced trade account, low inflation rate,
low public debt and debt repayment requirements, as well asincreased domestic savings.
Namibia s membership in the Common Monetary Area of Southern Africa (CMA) pegs the
Namibian dollar at parity with the South African rand. Interest rates tend to follow those
prevailing in South Africa. Foreign exchange is made available through an open interbank
system.

On thefiscal side the GRN has continually refined the budgetary process. The Ministry of
Finance has implemented the medium-term expenditure framework (M TEP) to provide
estimates of revenue and expenditure for the three coming financial years rather than just the
immediate financial year. These three-year “rolling budgets’ are considered international best
practice. The objectives of MTEP are to reduce ministerial arguments over resources, increase
the incentive to prioritize, and reduce uncertainty.

Another financial innovation, the Performance and Effectiveness Management Program
(PEMP) in the Prime Minister’s office, seeksto link resources with targets. PEMP is at an
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earlier stage of development than MTEP but is an example of the seriousness of purpose that
characterizes the GRN’ s approach to maximizing the effectiveness of scarce resources.

Given thistrack record, and based on my experience with sector grants in other countries, |
think that Namibia should be considered for NPA. Namibia' s macroeconomic, policy, level of
commitment, and implementation capacity all make it an excellent candidate for NPA. Any
USAID official who reliestoo heavily on the 1991 education sector grant experience risks
missing the considerable changes that have taken place in Namibia over the past decade.

D. Advantagesand Disadvantages of NPA

| think the advantages of NPA in the current Namibian context are clear. If Namibiawere a
dubious or borderline claimant, | would counsel a go-slow approach on NPA, if at all. But
Namibia should be among the stronger candidates for NPA.

Unlike HCC with alot of institutionalized negativity built into the system, soliciting an NPA
grant (in the light of the AA/AFR memorandum) may turn out to be like pushing on an open
door. The four criteria highlighted in the memorandum al play to Namibia' s strengths.

| recognize that project purists may have a different take on this. Projects give tangible results
(and success stories!) that may be elusive with NPA. But projects will not disappear in
Namibia. Again quoting from the AA/AFR memorandum, a good NPA activity “is generally
used in tandem with other types of project assistance, especially technical assistance.”

The linkage with NEPAD, one of the most exciting African initiatives of any year, gives NPA
acachet and visibility that are hard to beat.

E. Management Implications and Effect Upon the OE Budget

NPA can be labor intensive — not the same kind of labor as project management, but rather
engagement with the government and other donors on a policy and programmatic level. The
Program Assistance Policy Paper has this to say about the management implications of NPA
(Section 3.32):

Budgetary support can be management intensive if policy reforms and economic
changes are also being pursued. Thisis particularly true if the assistance is intended to
include a commaodity import component, and local currency programming and
monitoring. Operational units need to assess the management implications of
implementing budgetary support at the resource allocation stage to ensure the
appropriate skills and numbers of personnel will be available to manage the effort.

In designing an NPA activity, the Mission will obviously give careful consideration to the
management implications of the design.

F. Recommendations
An important question for the Mission to decide is what kind of an NPA activity to design.

Under the Program Assistance Policy Paper (Section 1.1) there are two basic choices: (i)
sector program assistance linked to specific policy, institutional or other host country actions
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to achieve agreed-upon developmental objectives, and (ii) balance of payments and budget
support.

The AA/AFR memorandum describes the use of NPA in Africain these terms:

The most extensive use of NPA in Africatoday is budget support provided vialocal
currencies that are generated either under dollar-disbursing programs or pursuant to
commodity sales. In USAID’ s Africa programs, budget support is always directed at
sector level reforms. Alternatively, in countries where economic distortions or natural
disasters have created a foreign exchange shortage, USAID can provide NPA-type
balance of payments support. NPA is disbursed after sector-level policy, institutional
or management reforms have taken place, and it is not linked to specific uses of funds.
Thus, depending on the purpose of the program and/or congressional waivers have
been obtained, dollars and/or local currency may not be tracked.

There are important workload implicationsif local currency isto be generated. To avoid
commingling, local currencies have to be deposited in a specia account, tracked, and
monitored. Funds from the special account are then used for purposes jointly agreed upon by
USAID and the host country. The accounting, banking and activity management procedures
for generating and then expending local currency are so burdensome that most Missions prefer
not to generate local currency.

Under the Program Assistance Policy Paper (Section 4.41), “local currency need not be
‘generated’ or deposited in a separate account when the transactions under the activity do not
result in atangible flow of local currency to the host government.” Recent NPA programsin
Africa have identified host country budget allocations by attribution and avoided actual
generations. Dollars are smply disbursed upon the satisfaction of conditions precedent.

One positive for the Mission with generating local currency might be opening up the
possibility of atrust fund. Under Section 4.42, one of the options for programming host
country-owned local currency is*funding administrative costs of the U.S. government.” If an
OE trust fund agreement were negotiated with the GRN related to an NPA grant, this
obviously would have a beneficial impact on the Mission’s precarious OE situation, provided,
of course, Washington agrees to the use of atrust fund and negotiations with the GRN are
successful. Trust funds are described in the USAID Policy Paper on Program Assistance and
in Policy Determination (PD) 18 on Local Currency.

On the other hand, it is possible to establish atrust fund without local currency generations or
even an NPA - based on alevel of project assistance that USAID and the host government
agree to. Section 4.4 of PD-18 allows for this possibility.
1. Endowments

A. Acceptability Under USAID’s Current Legal and Policy Framewor k
An endowment, at times called atrust or sustainability fund, is a sum of money set aside for a
specific purpose and invested to generate a stream of income over time. The funds to establish

an endowment are usually granted as a gift to an organization such as a university, non-profit,
or social service organization. Some endowments are “sinking,” which means the principal
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can be drawn down over time. Most are “evergreen” which means the principal remains
invested and only income generated from the principal is used to finance programs.

Since the 1970s, USAID has been looking for mechanisms under which it could provide long-
term support for institutions and activities overseas. This was especially pertinent in programs
where priorities were changing or in countries where USAID was downsizing or terminating
its activities. Prior to 1990, options were limited, as restrictions existed on NGOs earning and
retaining interest on local currency acquired through the exchange of appropriated dollars. The
Foreign Assistance Appropriations Act of 1990 took the first step to change this, and in 1993
Congress allowed NGOs to retain interest on appropriated dollars retained as dollars, as well
asthose held in local currency. It also alowed NGOs to establish endowments with these
funds.

To assist USAID Missions and potential recipient organizations understand the legidative
changes and implement endowments, Policy Determination 21, Guidelines: Endowments
Financed With Appropriated Fundswasissued in July 1994. Among the possible
“objectives’that an endowment can hope to achieve are to:

e Broaden and enhance the funding base of an NGO.

e Protect the endowed organization from unpredictable government and donor agency
budget fluctuations.

e Attract other donor funds to the organization.

e Encourage the grounding of philanthropic principlesin countries where they are less
well established.

e Ingtitutionalize an activity, allowing it to continue beyond USAID funding.

e Continue development strategies upon termination of the USAID presence.

Eight years have passed since the issuance of PD-21 and aimost 30 USAID-funded
endowments have been implemented under the guidelines. The recipients are from all regions
and avariety of sectorsincluding health, environment, civil society, and historical
preservation. The majority of the endowments are evergreen, although there are six sinking
funds among them. The size of the funds range from $400,000 to $200 million. Most
endowments are considered useful and successful, and to date, only two endowments have
been terminated.

B. Acceptability to Namibian Counterparts

| think the idea of an endowment would appeal to Namibian counterparts. The fact of USAID
desiring to leave a permanent legacy after the shutdown of the Mission would be welcomed.
Of course, an endowment need not take place in a phase-out context. Most endowments since
the law was changed in 1990 involve on-going USAID programs.

In our meetings we made clear that to receive an endowment, the recipient organization must
be non-governmental. Under PD-21 the government must have less than majority control of
the organization. The government may have some influence in the organization, provide or
receive funding, and be represented on the board of directors, but decision-making authority
cannot lie with the government. If one applied these principles to the environmental sector, it
would mean that an NGO such as the Namibian Nature Foundation would be eligible for an
endowment but not the Environment Investment Fund (EIF) which operates under the control
of the GRN.
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When funds are disbursed, except for small amounts needed for operating expenses that are
held locally, most of the endowment must be invested in financial instrumentsin the United
States through a U.S.-based financial intermediary. USAID has the legal right to reclaim the
fundsif there is any breach of the financial covenants. Namibians didn’t seem troubled by this
requirement.

C. Implementation Viability, in the Light of Conditionsin Namibia and
Experience Elsewhere

Design, implementation and management of an endowment are not easy and take time. It
requires established financial, programmatic, and managerial systems within proposed
recipient organizations. If the endowments are new organizations these systems need to be
developed from scratch. Strong leadership and management within the recipient organization
are critical. If the leadership falters, the organization will falter and the endowment will fail.
Proactive leaders who can network, market, and collaborate with other organizations or
governments help build organizational credibility.

Governance systems, and the role of the endowment board, work differently across regions
and nations. Some board members understand the criticality of their role in decision-making,
approvals, and strategies. Others are mere rubber stamps.

The most common challenges for endowments include difficultiesin fulfilling conditions
precedent and obtaining tax-exempt status in the United States. Tax-exempt status is important
because income from investments in the United States would otherwise be subject to federal
taxes and taxed at the corporate rate. Investing, oversight, and spending patterns are al'so
serious endowment issues.

A key issue iswhether the legal and regulatory environment in Namibiais conducive to the
establishment of a U.S.- registered endowment. | think it is though thiswill require
verification. The Namibian law appears to be flexible in the creation of foundations, NGOs
and endowments. There is no separate NGO law so most foundations are established as a trust
under the jurisdiction of the High Court. Trusts are allowed to hold funds both locally and
offshore. In short, the creator of atrust (the settlor) is granted a great deal of discretion asto
what kind of atrust to set up, and the trust agreement may be drafted to reflect the intent of the
parties. Thisis quite different from some countries with restrictive NGO laws or where the
government is more intrusive.

D. Advantagesand Disadvantages of Using An Endowment
Despite the complexities of setting up an endowment, it is an excellent way to institutionalize
an activity to alow it to continue beyond USAID funding and for USAID to leave alegacy in
the host country.
A potential disadvantage is the length of time needed to design, formalize and fund an
endowment. It quite possibly could take two to three years. The recent trend has been to build
in more structure into the process, particularly to achieve:

e A more rigorous screening process for potential recipients to ensure that those who
receive an endowment can manage and implement it properly.
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o Better preparation of recipients to receive and manage the endowment and holding
them accountable in terms of reporting and spending.

e A better understanding of the costs to establish and maintain an endowment and to
calculate the appropriate size of an endowment.

e Better monitoring of endowments to ensure compliance with the grant agreement, the
conditions precedent, and reporting requirements.

E. Management I mplications And Effect Upon The OE Budget

Under PD-21 there must be a 5- to 10- year USAID monitoring and oversight period for
dollar-appropriated endowments. The specific period of monitoring/oversight would be
spelled out in the endowment design, along with arationale for the period selected. How
monitoring/oversight will be exercised in aMission close-out situation is an important part of
the design. One approach is that the omnibus institutional contractor (see Part V below) will
have this responsibility. Another option isto vest oversight responsibility for the endowment
in RCSA or aUSAID/W office. These issues must be addressed in the endowment design to
USAID/W’ s satisfaction.

The effect upon the OE budget depends upon which office discharges oversight responsibility
for the endowment and when the endowment is launched.

F. Recommendations

An endowment is an attractive financing mechanism that didn’t even exist until just afew
short years ago unless the Mission had a pot of local currency to play with. Endowments are a
costly and time-consuming undertaking, but the effort is justified by the end-product, a
mechanism that can really make a difference and leave a permanent legacy of USAID
assistance after the in-country presence is over.

V. Development Credit Authority
A. Acceptability Under USAID’s Current Legal and Policy Framework

The Development Credit Authority (DCA) isthe legidative authority that permits USAID to
Issue partial loan guarantees to private lenders to achieve the economic development
objectives of the Foreign Assistance Act. DCA is primarily intended for credit enhancement
purposes and may be used where (@) the Agency’ s sustainable credit objectives may best be
achieved effectively using credit, and (b) the risks of default may be reasonably estimated and
managed.

The policy framework for DCA is set forth in ADS Chapter 249. DCA guarantees require true
private sector risk-sharing, the USAID share of alender’srisk not exceeding 50 percent. DCA
isalow-cost tool for Missions to introduce private lenders and investors to creditworthy but
underserved markets. DCA is designed to complement more costly grant assistance when a
Mission can achieve the same goals, the borrowers are reasonably creditworthy, the projects
arefinancially viable, and market imperfections prevent funding from commercial sources.
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B. Acceptability to Namibian Counterparts

Last year financia institutionsin Namibia balked at DCA because of the more generous terms
offered under the Small Business Credit Guarantee Trust (SBCGT) set up with EU and GTZ
funding. The SBCGT will guarantee up to 80% of abank loan as compared with 50% under
DCA. The average term of a SBCGT guarantee is 36 months, but can be extended to 60
monthsiif required. The reaction of Namibian banksto DCA was decidedly lukewarm.

An equity investment program, the Medium Enterprise Investment Program (MEIP), is about
to be launched to provide venture capital to medium-scale enterprises. The GRN has pledged
N$50 million for MEIP and the private sector is expected to come up with N$30 million. The
objective of the program is to expand and diversify the medium-scal e business sector in
Namibia and to promote the entry of historically-disadvantaged Namibiansinto the middle
class. Under S.0.1 USAID is providing technical assistance for this activity.

Based on my discussions with Mission officers, it seems likely that Namibian financia
institutions would react now to DCA pretty much the way they did last year. Thus, SME does
not seem a promising avenue for DCA in Namibia as things stand.

One sector where DCA has had definite appeal in this part of the world is urban/ municipal
development. South Africa has become one of the largest users of DCA with five transactions
since FY 99. In South Africa DCA has proven to be an extremely cost effective tool that has
enabled the Mission to increase the delivery of key municipal services (such as water,
sanitation and housing, while helping establish institutional capability.

DCA could be equally attractive in Namibia s urban/municipal sector but currently thisis not
one of the Mission’ sfive Strategic Objectives. Decentralization, however, is an important
objective in Namibia. Should decentralization be adopted as a Mission strategic objectivein a
future strategy document, this could open the way for the use of DCA in the urban/municipal
sector.

In sum, DCA appears to be needed in a sector where we' re not currently working and not
needed in one where we are.

C. Implementation Viability, in the Light of Conditionsin Namibia and
Experience Elsewhere

There are no concerns about the implementation viability of DCA, here or elsewhere. The
South African experience with DCA suggests that it would be viable hereif agood fit were
found with aMission priority sector.

D. Advantages and Disadvantages of DCA
The “subsidy cost” to a Mission to use DCA is quite low, only 2 — 7% of what the Mission
would ante up in program funds to fund the activity under atraditional grant mechanism. This
gives the Mission leverage and potentially broad impact.
DCA isintended to be used in USAID presence countries in support of Strategic Objectives

and Mission-supported policy and institutional reforms. DCA is also appropriate for use as
part of an exit strategy in countries where USAID assistance is being phased out.
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E. Management Implications and Effect Upon the OE Budget

It istrue that there is more analysis required for aDCA project than agrant project. The DCA
regul ations require both an economic analysis and financial analysisto demonstrate a positive
financia rate of return. These analyses are required by the 1990 Credit Reform Act asa
reaction against a whole generation of donor lending for projects that did not earn sufficient
revenue to permit the borrowers to repay the loans. The DCA Team and its contractors will
help Missions do these analyses but they want Missionsto “own” the projects. Hence Missions
must play the lead rolein project design, analysis, and implementation. So, the management
implications of a DCA project are not inconsiderable.

There are no potential OE cost savings attributable to the use of DCA.
F. Recommendations

| would put DCA on the back burner for the time being. | don’t think there is a particularly
good fit for DCA in SME. Also absent the adoption of a Decentralization Strategic Objective
for Namibia, | don’t think we could finance the kind of urban/municipal activities being
carried out with DCA in South Africa.

V. The Omnibus Contract Option
A.  Acceptability Under USAID’s Current Legal and Policy Framework

The RCO has framed an imaginative proposal for the management of the entire program by
oneinstitutional contractor, supported by subcontractors for each strategic objective.

The Mission’ s direct-hire staff would consist of a Mission Director or Country Representative
and possibly a Program Officer, who might also be a USPSC split-funded from program
funds. Every Strategic Objective would have an FSN leader. The Program Officer would
manage the FSNs and act as CTO for the institutional contractor. Financial Management
(Controller) support would be provided regionally. EXO functions most sensibly would be
taken over by the Embassy under ICASS.

Such an arrangement is a creative response to adrastically reduced OE budget.
B. Acceptability to Namibian Counterparts

Namibian counterparts, for the most part, wish to see a USAID presence maintained in
Namibia. If the omnibus contractor option will allow that to happen, then it’s acceptable to
them. Most of the people | talked with were familiar with USAID’ s operating expense
problem (and sympathetic!). Any solution that USAID adopts that will allow USAID to
maintain itsin-country presence in Namibiawill be supported. People tend to regard solutions
like the omnibus contract as an internal matter for USAID on which it would be inappropriate
to comment. Of course, Namibia sfirst choice would be for the OE problem to go away and
for the Mission to continue to operate normally.
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C. I mplementation Viability, in the Light of Conditionsin Namibia and
Experience Elsewhere

Variations on the omnibus contract have been tried elsewhere. The critical issueisthe
soundness of the design. Thisisnot a“one sizefitsall” solution. A well-designed omnibus
contract that takes account of Namibia s needs and circumstances would have potential.

The idea of making the institutional contract a performance-based contract with measurable
milestones and resultsis a sound idea. Technical reporting would be quarterly or semi-annual
for each work package. Also abaseline cost plan would be negotiated incorporating technical
milestones for each activity flowing upward to the SO level. Quarterly or semi-annual
financia reports would be submitted showing costing (accruals) against the plan for each work
package and possibly each activity. Thisfinancial data when evaluated in conjunction with the
technical and schedule data will provide nearly instantaneous management information.
Should corrective action be necessary, not only will the USAID on-site management team be
aware of it, but aso the contractor.

D. Advantages and Disadvantages of the USAID Re-configuration

The advantage is that it allows for the continuance of critical USAID programs in Namibia,
retains key FSN staff, and maintains a presence in Namibia.

The disadvantage is that the omnibus contract is less desirable than the status quo, a dynamic
Mission with outstanding local contacts and counterparts that is making a discernible impact
on Namibia s key development problems.

A key question is whether one contractor can handle such a multi-faceted program. Will the
individual programs get the attention they need? Thisis akey design issue that will have to be
carefully considered in the structuring of the omnibus contract.

E. Management Implications and Effect Upon the OE Budget

Obviously, the effect upon the OE budget is dramatic and immediate. The Mission Director’s
(or country rep’s) housing, travel, and office space would be the only OE —that is, assuming
the Program Officer is a program-funded USPSC. If not, the same costs would be OE-funded
for the Program Officer.

The design of the performance-based institutional contract and technical/ financial reporting
requirements described above would seek to assure that USAID’ s management interests are
served.

F. Recommendations

The omnibus contract should be treated as a fallback position and only put into effect if OE
relief is not granted. Obviously, the Mission’s goal is to extend the program beyond FY 2005
and to obtain the minimum necessary OE funds to allow USAID to function normally. If NPA
is approved for Namibia, then atrust fund might be possible and make unnecessary such a
drastic solution.
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Attachment 3

Managing Programsin Namibia from the RCSA

a. Context

USAID/Namibia has been asked to assess various program management options
including continuing the bilateral program, closing out the bilateral program, and
intermediate options. This paper providesillustrative, preliminary observations on
possible RCSA workload implications. It is meant to help inform AFR decision-
making. Itismeant to help illustrate the range of possibilities available for
consideration. It isnot meant as a definitive analysis of RCSA workload and
management implications.

The paper does not make any recommendations. Asaregiona Mission,
USAID/RCSA will provide full support to Africa Bureau management requirements,
and USG policy interests in Namibia, under any configuration. In thisrespect, AFR
has unusual flexibility. Any management implications flowing out of the Namibia
review (in August) can be discussed and accommodated during the Bureau’ s review
of RCSA’s new Strategy Concept Paper (in November). In the Concept Paper,
USAID/RCSA will be presenting proposals for streamlining and achieving greater
efficiency in our regional operations. Conclusions from the Namibia review can be
fed into this process. That said, the RCSA’ s experience has demonstrated that
regional program implementation is enhanced when there are bilateral missions with
programs that complement regional programs.

b. Organization of the Paper

The paragraphs below address levels of representation; types of implementation
strategy; implications for front office/program office; implications for business
systems support; implications for technical support and services; implications for
program integration; and bottom line. In each case we present several scenarios for
consideration.

C. Desired Level of Representation

A key decision isthe level of representation desired in Namibia. Thisinfluences
RCSA workload. Toillustrate RCSA implications, the following options for
USAID/Namibia country presence will be considered:

1. Mission Director — full program (reports to AFR and to Ambassador)

2. AID Affairs Officer (AAO) — small program (reportsto AFR and to Ambassador)
3. US/PSC — small program (reportsto RCSA and to Ambassador)

4. FSN — small program (reports to RCSA and to Ambassador)

5. No representation — non-presence program implemented as a stand-alone
operation

No representation — non-presence program integrated into regional program

No representation — no program

No

Under option 1, a USAID officer stationed in Namibia would exercise authorities in
accordance with the AFR Delegation of Authority (DOA). Under option 2, AFR
practice hasvaried. The AAO could exercise the full delegation. Alternatively, the
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AAO could be provided alimited DOA that requires regional Mission concurrence for
some or al circumstances. Under options 3, 4 and probably 5, the DOA and final
authority for use of funds in Namibiawould be held presumably in the regional
Mission. Under option 6 no separate Delegation of Authority would be required.

Without offering arecommendation on the matter, USAID/RCSA notes that having
the DOA held by an officer in country has important political, management, and
representational benefits.

d. Desired Implementation Srategy

Another key decision is the program implementation strategy. Options under
consideration include atraditional mix of approaches, versus non-conventional
program approaches such as greater reliance on Host Country Contracting, use of
Non-Project Assistance, use of Endowments, use of DCA authority, reliance on a
single large contract, or reliance on an NGO-implemented program.

The only implementation approach that has meaningful workload implications for the
RCSA would be a decision to implement through 1-2 large contracts, or through 1-2
large NGO grants. After atransition period, these two options would genuinely
reduce workload. All other implementation approaches would redistribute existing
workload, change the type of workload, or possibly increase workload.

e Implications for Front Office and Program Office Representation option 1 is
the status quo, and has no implications for RCSA. Option 2 may or may not have
RCSA implications, depending on whether the AAO receivesafull DOA. Options 3,
4, and 5 would require meaningful Front Office policy engagement and significant
Program Office oversight, in accordance with DOA provisions. Option 6 would
require marginal increases in Front Office and Program Office engagement. Option 7
would reduce RCSA workload.

f. Implications for Business Systems Support

USAID/Namibia has a $10 million per year program, approximately. The RCSA
controller isthe controller for the Namibia Mission. FMO visits 3-6 times ayear and
processes 4,500 Namibia transactions per year. The RCSA regional contracting staff
provides full procurement services to the Mission, processes about 70 actions per
year, and visit 3-6 timesayear. The complexity and labor-intensity of procurement
transactions vary widely, depending on program requirements. The RCSA legal
advisor provides advice to the Mission and visits 3-6 times ayear. Theintensity of
the workload varies depending on the issues at hand. The RCSA executive office
provides no services to Namibia.

RL O and RCO workload would rise to significant peaksin the last 12 months of a
close-out scenario and for some time thereafter. (NB RCSA is till handling some
closeout actions for the Botswana, Swaziland, and Lesotho bilateral USAID
programs.)

Under any representation option, implementing through a very small number of
contracts and grants would reduce RCSA workload across the board. A non-presence
program implemented as an integral part of the regional program would have no
workload implications for RCSA, after an initial 6-12 month transition period. All
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other implementation strategies would redistribute or increase workload.

Asathird aternative to in-country EXO presence or ICASS, RCSA could provide
EXO servicesto Namibia. The feasibility of this would depend on the number of
employees residing in country and their office/residential/security support
requirements. Another consideration would be the projected number of contracting
actions and approvals associated with in-country staffing and operational levels.
Providing EXO support is broadly speaking feasible, but would require greater or
lesser workload adjustments within the RCSA Executive Office, depending also on
how many local EXO staff remain in Namibia.

0. Implications for Technical Support
Representation options 1 and 2 would have no or minimal technical support
implications.

Representation options 3 and 4 would require increased RCSA technical support. This
would be accommodated through workload adjustments.

Representation option 5 is a non-presence program, in which Namibia in-country
activities are undertaken as a stand-alone operation. Thiswould require one RCSA
employee to function exclusively as Namibia Country Program Leader. Thiswould
require are-alignment of current staffing assignments, but no overall increasein
RCSA staffing. Any technical support requirements would be accommodated through
workload adjustments and streamlining of programmatic processes.

Representation option 6 is a non-presence program, in which Namibiain-country
activities are undertaken as integrated elements of aregional program. The additional
activities under this scenario would be absorbed into RCSA contracts and grants.
During an initial 6-12 month transition period the workload would be high.
Thereafter the activities would entail workload adjustments but no important
workload increases.

h. Implications for Program Integration

USAID/Namibia has a highly diverse program. Some activities by their nature
require more in-country management. Some activities are strategically and
operationally congruent with ongoing RCSA programs. These differences have
implications for RCSA workload. This section providesinitial estimates for
discussion purposes on which activities appear more or less suited to be supported and
managed by RCSA.

Category I:  Activities poorly suited to RCSA support and management.
SO1 - SMECEP. Complex contract with high performance
expectations.

SO1 - SME Advisor. Easy to support but linked to SMECEP.
S04 - Civil Society, NID. In-country engagement is preferable.
SO4 - Civil Society, MSI. In-country engagement is preferable.
SOS - HIV/AIDS.

Category Il:  Activitieswell suited to RCSA support and management.
SO1 - GTN. The trade Hub will expand GTN in the region.
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SO1 - CBD. Moderately congruent, non-PSC, easy to support.
SO3 - LIFE I1. Highly congruent CA

SO3 - NNF. Highly congruent CA.

SO3 - CCF. Highly congruent grant.

SO4 - Parliament. Highly congruent CA

SO4 - Electoral Support. Highly congruent.

Category I11: Activities moderately suited to RCSA support and management.
SO1 - JAI. Thisis alow-expending cooperative agreement.
S0O2 — Basic Education Support

i Bottom Line

Most Namibia representational and program implementation scenarios have
implications for USAID/RCSA management and workload. RCSA is preparing a new
strategy in which we will explicitly seek to reduce management units, consolidate our
strategy, and achieve operational efficiencies. Therefore, we have the opportunity and
flexibility to accommodate a number of Namibia scenarios. Most foreseeable
workload implications are not particularly difficult to accommodate. Some scenarios
would require small RCSA workload adjustments. Others would require relatively
large RCSA workload adjustments. Some scenarios would have momentarily high
transitional workloads. Some scenarios would reduce RCSA workload. No scenario
would require new RCSA staff, except assumption of HIV/AIDS or educational
portfolios. Thiswould have to be endorsed in anew RCSA strategy going forward.
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ATTACHMENT 4

USAID/Namibia Close-Out Plan

I. Closeout - An Initial Framework

The USAID/Namibia program is currently planned for closeout by September 30,
2005. This date was confirmed in the last Country Strategy Plan (CSP) parameters
cable (99 State 114419), which alowed that the Mission could achieve program
results through this date (thus implying an administrative closeout into FY 06). The
cable proposed 2003 for actual closeout planning, and approved a ceiling of five
USDHs through FY OS (the USDH ceiling was reduced in FY 01 to four). The
parameters cable also foresaw little drawdown of staff prior to closeout, given the
already small size of the Mission.

The subsequent CSP approval cable (00 State 084719) did not modify the 2005
closeout date, and the individual SO completion dates were set as follows:

SO1 (economic growth) - September 2005
SO2 (basic education) - September 2004
SO3 (CBNRM) -- September 2004
S04 (D/G) -- September 2002
SPO (HIV/AIDS) - September 200S

SO4 was later extended by one year to September 2003. The proposed SPO for
HIV/AIDS was instead approved as afifth SO in August 2001, with the completion
date confirmed for September 2005.

The purpose of this section isto set out preliminary plans for the programmatic and
administrative closeout of the USAID/Namibia program. Assuming that closeout
target remains FY 2005, the Mission will prepare a more detailed closeout plan during
FY 2003 for submission to AFR/DP in conjunction with the FY 2003 Annual Report.

Theinitial plan presented forthwith examines closeout from two perspectives,
program and administrative, and establishes timelines for both. From the program
perspective, USAID has accomplished a great deal since it opened its office in 1991.
If the program is to end as scheduled in 2005, the foundation of alegacy will have at
least been laid over the relatively short 15 year period of USG devel opment
assistance. USAID/Namibiais requesting a program extension to ensure that its
program progress is consolidated and that the chances of program sustainability are
better assured. However, failing an extension, the Mission is confident that the GRN
and local partners and stakeholders are committed to building on our substantial
investment, and that a USAID development assistance legacy will eventually brought
to bear.

The following section summarizes the status of each SO. The presentation isin order
of expected closeout, from earliest to latest (i.e. SO4, SO2, S03, SOI, 505), by fiscal
year.

FY 03 Program Closeout -- SO4: I ncreased Accountability of Parliament to All
Namibian Citizens
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Authorization Date: FY 97

Approved Closeout Date:

SO Performance: 2001 -- Exceeded Expectations
2000 -- Met Expectations
1999 -- Met Expectations

Parliamentary Strengthening: this $1. 865 million cooperative agreement with the
National Democratic Institute for International Affairs began in September 2000.
Namibiawas selected in FY 02 for an ESF program that will allow this program,
which has contributed greatly to democratic consolidation, to continue past its
planned closeout date of September 2002 for at |east another year.

Civil Society Development (NID): the Namibian Institute for Democracy is
implementing this activity under a $773,000 cooperative agreement, initiated in April
2001. The program supports the long-term sustainability and advocacy of NGOs,
CBOs and other emerging groups. The activity is planned for conclusion in March
2003, though a no additional cost extension may be granted through September 2003.

Civil Society Development (MSI): Management Systems I nternational has a $686,000
contract to support civil society development in areas of USAID interest, including
CBNRM and accountability.

Electoral Support: FY 02 ESF will aso finance a $200,000 electoral support activity
to ensure broad citizen participation in registration and electoral activitiesin the runup
to the FY 04 national elections.

FY 04 Program Closeout -- S02: | mproved Delivery of Quality Primary Education
to Namibian Learnersin Grades 1-4 in the Most Disadvantaged Schools

Authorization Date:

Approved Closeout Date:

FY 98

September 30, 2004

SO Performance: 2001 -- Exceeded Expectations
2000 -- Met Expectations
1999 -- Exceeded Expectations
O Activities:

Basic Education Support Il (BES 11): this program has been implemented since

September 1999 through a $8.4 million contract with the Academy for Educational
Development (AED). BES Il works closely with the Ministry of Basic Education to
implement Namibia s five-year education strategic plan, and focuses on building
instructional and management capacity to deliver quality classroom education.

Professional Enhancement Program (PEP): this $2.75 million buy-in has provided

Masters and PhD graduate training to 34 senior Ministry of Health officials since
March 1998. Participating universities include the University of Montana, the
University of Wisconsin, Harvard University, University of the Western Cape, and the
University of Namibia. The final graduates complete their USAID-financed training

in August 2002.
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GDA Teacher Development and GDA School Net: These are new activities that will
be completed by mission close-out.

PASA with Peace Corps: this $2.9 million PASA, started in 1994, isthe largest ever
agreement between USAID and Peace Corps. With Peace Corps Volunteer technical
support, and USATD financing for Volunteer training, instructional materials and
vehicles, teacher training and support has been provided in Namibia s most remote
areas. The PASA winds up in July 2002.

EY 04 Program Closeout — SO3: | ncreased Benefits Received by HDNs from
Sustainable Local Management of Natural Resources

Authorization Date:  FY 98

Approved Closeout Date:  September 30, 2004

SO Performance: 2001 -- Exceeded Expectations
2000 -- Exceeded Expectations
1999 -- Exceeded Expectations
O Activities:

Living in aFinite Environment |1 (LIFE I1): the implementing partner for LIFE | and
Il isthe World Wildlife Fund under a cooperative agreement. This highly successful
program has led to the formalization of the conservancy movement, the resurgence of
wildlife numbers in these communal areas, grassroots democratization, and the
promotion of employment and income opportunities through enterprise devel opment
and joint ventures. LIFE |1 was launched in August 1999, and is due for completion in
September 2004. The Mission has received an OP concurrence for aWWF CA
extension to this date, beyond the 10 year limit of April 2003.

Namibia Nature Foundation (NNF): this cooperative agreement, due to be signed in
July 2002, will focus on sustainability of USAID’ s program through further capacity
building of local partnersin the CBNRM movement. A major role of NNF will be the
program development and management of subgrants to conservancies and CBNRM
support organizations.

Cheetah Conservation Fund (CCF): this $1 million grant was signed in September
2002, following a congressional earmark of funds for this purpose. The Mission does
not anticipate further funding, and expects the grant to end in September 2005.

FY 05 Program Closeout — SO1: Economic Empowerment of HDNs through
Accelerated Private Sector Growth

Authorization Date: FY 99

Approved Closeout Date:  September 30, 2005

SO Performance: 2001 -- Failed to Meet Expectations
2000 -- Failed to Meet Expectations
1999 -- Failed to Meet Expectations
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0O Activities:

Small and Medium Enterprise Competitiveness Enhancement Program - (SMECEP):
SO I's $8.3 million flagship activity only began at the contract award date on March
1, 2002, after significant delays in the procurement process. The program will
increase local capacity to sustain the growth of small and medium enterprises owned
by disadvantaged Namibians. The program has the highest support of the Ministry of
Trade and Industry, and complements other SO1 activities.

Because the planned completion date of February 28, 2006, would be beyond the
proposed SO1 closeout date, the Mission will have two options:

- shorten SMECEP from 48 to 33 months, allowing a simultaneous contract and SO
closeout;

- request AFR approval of an SO extension of five months to enable afull two-year
Phaselll.

Junior Achievement Namibia (JAN): this $1 million cooperative agreement with
Junior Achievement Internationa started in September 2001, and is building
entrepreneurship within Namibia' s disadvantaged communities through experiential
business programs for school-age boys and girls. The program is expected to end in
September 2005, at the proposed SO1 closeout date. At that point, it is hoped that
there will be alocally self-sustainable chapter of JAI in place.

Global Technology Network (GTN): a GTN office, based at the Namibian Chamber
of Commerce and Industry office in Windhoek, started operations in October 2000.
The program has created some promising links between U.S. and Namibian
businesses, including one that has led to a major cotton ginning investment that will
create jobs and agricultural opportunities for smallholders and commercia farmers.
The GTN activity is currently being restructured to maximize local leadership, and is
due to end at the close of SO1 in September 2005.

Conservancy Business Development: a U.S. non-PSC has been providing services
since February 2000 to the Ministry of Environment and Tourism and the Namibia
Community-Based Tourism Association to support business development and
investment in the conservancies being formed under SO3's LIFE program. The
contract endsin March 2003.

MTI SMIE Advisor: this non-PSC will begin work in July 2002 at the MTI, and will
build capacity in the SME Development Section, which serves as counterpart for
USAID’s SMECEP program. The contract will end in July 2004.

Risk Capital Fund: USAID is providing short-term technical assistance to launch this
fund.

EY 05 Program Closeout -- SO5: Increased Utilization of Services and | mproved
Behaviors Related to STDs and HIV/AIDS in Target Communities

Authorization Date:  FY 01 (SO approved)

Planned Closeout Date: September 30, 2005
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SO Performance: 2001 -- Met Expectations
2000 -- Met Expectations
1999 -- (not assessed)

Family Health International: This activity began in January 2001 under a Global
Health cooperative agreement, and is budgeted at $4.0 million through September
2005. It focuses on behavior change, capacity building and improved service delivery
in the fight against HIV/ATDS. Interventions include technical assistance and
subgrantsto local NGOs and FBOs.

Johns Hopkins University: This activity isimplemented through a Global Health
cooperative agreement, and is budgeted at $750,000 over the March 2002 to March
2004 period. The objective isto enhance the national HIV/AIDS communications
strategy and develop aradio program targeted at secondary and tertiary education
youth.

Y outhNet: Also implemented through a Global Health cooperative agreement, this
activity is budgeted at $630,000 over the May 2002 to September 2004 period.

Y outhNet targets 8-12 year old youth through parent education, a media campaign
and capacity building of FBOs.

Operational Closeout Plan Outline

USAID/Namibia has used the Supplementary Reference to ADS Chapter 527,
“Closing of Missions Checklists for Normal Closeout” in preparing this operational
closeout plan outline.

The Mission’s closeout plan includes analysis of anticipated staff needs. Being a small
post, USAID/Namibiawill not significantly reduce staff positions early in the
closeout (the 1999 CSP parameters cable noted this consideration, and did not foresee
significant staff reduction prior to FY 05). The Mission assumes that each SO will
need to be fully staffed until the SO closes out. Once closed, an FSN from each SO
team will stay on-board for an additional three months to handle final disbursements
and the closeout paperwork. As the staff from the SO teams depart, a commensurate
reduction of the EXO and Controller staff is expected.
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The bar graph above shows anticipated staffing levels per quarter. As can be seen, the
Mission will retain most staff through the summer of FY 05 and draw down
completely during the following six months. A Gant chart showing projected
termination dates by position isincluded at the end of this document.

Our USDH level of four will be maintained through the summer of FY 04, when the
Mission Director will depart. The Mission assumes that she will not be replaced,
rather a USDH staff member will be designated as acting MD through the closeout.
S02 and SO3 will close out at the end of FY 04. The USPSC team leaders responsible
for each of these SOs will depart at that time. SOl and 505 will close out at the end of
FY05. The FSNPSC SOL1 team leader will stay on for administrative closeout, and the
SOS TAACS team leader will depart at that time. The USDH SPDO and GDO will
depart in late FY 05 or the beginning of FY 06. The USDH EXO will be the last to
depart, and will ensure that all final closeout requirements are met.

Disposal of Real Property

USAID/Namibia currently owns five residences. The Mission plans to allow each
current occupant to stay in hisor her residence until departure. Thiswill mean that the
residence will be placed for sale no sooner than three months prior to the staff
person’s departure, and any early sale would be with the condition that we can rent
the property until the staff member’ s departure from post. The Mission assumes that
the EXO will stay until all properties are sold, or responsibility of saleistransferred to
the Embassy or another arrangement. The Mission must also look into the possibility
that some of the residences will be sold or transferred to other USG agencies at post.

The Mission’s |eased residences, office space, and warehouse space will be easier to
dispose. The leases should be terminated either by 1) normal expiration, 2) invoking
the diplomatic clause, or 3) transfer of the leasesto other USG agencies at post.

The Mission will coordinate the disposal of al rea property with M/AS/IOMS.

NXP Disposal (including Vehicles):

The Mission plans to have auctions at six month intervals through mid FY 05. After
that we will probably have more frequent sales. Some items will be considered for
donation under “Grantsin Aid.” USAID/Namibia staff developing this plan have
reviewed the special concerns regarding ADP Equipment as outlined is Section I X of
the Supplementary Reference to ADS Chapter 527 and will adhere to them.

Outplacement Training and other Personnel |ssues

USDH employees will submit atentative transfer schedule to FIR/POD if they do not
transfer out at the end of a standard tour. Local hire and TCN staff will be provided
with outplacement training and other support, though this will require adequate OE to
ensure that these activities happen in an adequate and timely fashion. Over the FY 01-
02 period, some initial work has been done with career counseling, and staff training
needs were solicited and assessed.

Financial M anagement

The Mission Controller is based in RCSA, which will enable Financial Management
closeout to continue with minimal disruption due to staff phaseout. Audit
Management, Pipeline Reviews, Property Control, Reporting, Accounts Receivable,
Advances, Cashier Operations and Payroll will be done at Mission for aslong as
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possible (probably through the end of FY 05). After that point, these functions will be
transferred to RCSA.

Procurement M anagement

Again, the Mission will not significantly reduce staff until near the end of the
closeout. The Mission will only procure the minimum needed items through the
closeout date. Procurement staff will be involved in closing OE contract files,
ensuring that all required documentation is included. The Regional Contracting Office
isin RCSA, so for the Mission’s larger program contracts and assistance instruments,
RCSA will be responsible for closeout. Any contracts or assistance instruments that
are not completely closed before closeout will be transferred to RCSA. The RCO will
provide grant and contract closeout support to the Mission during this period,
including training to activity managers on closeout as required.

Recor ds M anagement

The Mission’svital record plan will need to be updated and a copy sent to the
Agency’ s Record Management Officer at MIAS/ISS. Disposal will be done either by
destruction, shipping to other U.S. government agencies (for any property transferred
to DOS), other USAID missions (open contract filesto RCSA), or to USAID/W as
per ADS 502.

Necessary TDY Help

The Mission may require administrative TDY help during the last six months of the
closeout, after most of the American staff have departed, though such needs would be
determined closer to the closeout date.
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