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Preface

This proposal suggests how USAID could address the challenges and opportunities resulting from
urbanization in the developing world. More specifically it suggests how USAID could use current
authoritiesand appropriationsto devel op strategic, multi-sector approachesthat would improve condi-
tionsin slums and take advantage of the opportunitiesto alleviate urban poverty and promote eco-
nomic growth. These approaches could a so improvethe effectiveness and efficiency of USAID assis-
tance and enable USAID to play aleadership role in focusing more attention and resources on this
critical development issue. The proposal isbased on areview of secondary source materialsand inter-
viewswith USAID officialsand urban experts.

Thisstudy was sponsored by the International Housing Coalition (IHC.) Stephen Giddings, aconsult-
anttothelHC and former USAID official, conducted thefield work and prepared thereport. The IHC
would liketo thank the many peoplewho provided information for the report or who commented ona
draft of thereport. Nicole Weir of the IHC staff provided many helpful commentsand editoria sugges-
tions.

ThelHCisanon-profit advocacy organization located in Washington D.C. that supports“Housing for
All” and seekstoraisethepriority of housing ontheinternational devel opment agenda. The conditions
of slums and poor housing of slum dwellers are of particular concern. The IHC supports the basic
principlesof private property rights, securetenure, effectivetitle systemsand efficient and equitable
housing finance systems—all essential elementsto economic growth, civic stability and democratic
values. To learn more about the IHC visititsweb siteat www.Intlhc.org

- Bob Dubinsky, CEO, International Housing Coalition






Executive Summary

The continued demographic transformation of theworld from rural to urbanisadefining reality of the
21% century and one of the major forces shaping the future of devel oping countries. Urbanizationis
often viewed in termsof itsnegative consequences, such asthe growth of dums. If managed prudently,
however, it can have many positive effects on the economic, social and democratic development of the
world’ spoorer countries. The concentration of economic activity in urban areas can create efficiencies
and new opportunitiescritical to economic growth and the alleviation of poverty. Productivity and
well-being areimproved through theincreased accessto health and education avail ablein urban aress.
Transportation efficiencies can help mitigate changesto the global climate. Improved urban-rural
linkages can increase food security. Adequate and aff ordable housing coupled with the delivery of
other essential public servicesimproves security, health and economic outcomes. Finally, urban areas
offer greater opportunity for theincreased citizen participation essential for democratic devel opment.

Giventheimportance and urgency of urbanization, USAID, asaglobal leader in addressing economic,
social and democratic development, has an opportunity to adapt to the changing realities of thetime
and re-establish itself as aleader in urban programming and slum upgrading. Despite the current
uncertainty surrounding the future of U.S. Foreign Assistance legislation, USAID need not wait to
reviseitsapproach to urban programming.

Thispaper provides some constructiveideasfor USAID to quickly initiate and implement aproactive
new approach to urban devel opment that could be funded almost entirely by existing mechanismsand
authorities. By marshaling resourcesfrom existing programs and funding streams, including water
and sanitation, health (including HIV/AIDS), transportation, food security, climate change and pro-
gramsthat support improved housing, into programs designed to address acomprehensive set of urban
challenges, USAID could establishitself asaninnovator in integrated urban devel opment program-
ming whileincreasing the overall effectivenessof itscurrent assistance activities.

Thebenefitsto USAID of such anew, integrated approach to urban programming arethreefold. First,
it would enhance the effectiveness of existing efforts by creating synergies among the many sector-
specific activitiesaready taking placein urban areasand bolster the Agency’scommitment to address
some of the priorities of the new Administration, including the Global Climate Change and Global
Headlth Initiatives, aswell as other important cross-cutting issues such asyouth programming, local
economic devel opment, education and micro-enterprise devel opment. Thiswould lend more cohesion
to USAID’s programming and address Congressional concerns regarding the effectiveness of U.S.
Foreign Assistance programs.

Second, given the high population density in urban areas, such an approach would provide USAID
assistanceto large numbers of peoplefor relatively few resources per capita. Pilot programswould
help test various approaches to comprehensive urban programming, measuring such factors as cost
effectivenessand scalability.

Finally, with more than one billion people, one sixth of humanity, currently living in squalid urban
slumswheredaily existenceisoften astruggle, anew urban approach would demonstrate USAID’s
commitment to address one of the major devel opmental issuesof themillennium. It would draw much
needed attention to the challenges of this large segment of society, provide new opportunities for
Global Development Alliances or partnership arrangementswith other donors and foundations, and
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potentially lead to amoreinfluential rolefor USAID within theinternational donor community active
inaddressing urbanizationissues.

Key Elements for Improved Programming for the Urban Poor:

USAID should:

Create an Urban Srategic Framework to guide future urban programming. This Strategic
Framework should highlight the key urban issuesthat arewithin USAID’s manageableinter-
est and proposeanAction Agendafor aperiod of threetofiveyears.

Integratean “ urban optic” into the planning processesfor thetraditional “sector” strategiesin
health, environment, education, democracy, governance and even disaster preparedness, and
incorporate an urban dimension into the new priority Agency programsand initiatives, such as
the new Global Health Initiative, the Global Climate Change Initiative, Water and Sanitation
for the Poor and the Food Security Initiative.

Create anew initiative, Improved Programming for the Urban Poor, which would provide
assistanceto Missionsto:

1. Increasetheir recognition of and appreciation for theissuesfacing the urban poor,

2. Consider undertaking an integrated approach to addressing urban issues as part of their
country strategy,

3. Identify cross-cutting, multi-sector solutionsto the challengesfaced by the urban poor and
integrate urban poor programming into sectoral programs, and

4. Assurethat urban poor programming isan important component of their implementation of
new Administration priorities.

Resources for theinitiative would come from existing USAID program resources, such as
hedlth, education, water and sanitation, food security, etc., supplemented by funding from DCHA
for improved governance and for vulnerable groups such as women and youth, and limited
EGAT corefunding.

Design and implement pilot programsto test key concepts and approachesto urban develop-
ment. These programswould implement amulti-dimensional, integrated approach to address
the challengesfaced by |ow-income urban communitieswith funding shared by EGAT, Global
Health, DCHA and participating Missions.

Establish a $10-12 million Incentive Fund in EGAT to be used to match funding from Mis-
sionsfor eligibleactivitiestargeted to improve the quality of life of the urban poor.

Increase headquartersand field professional staff levelsto implement the new approach (e.g.
eight toten USDH urban specialistsand asmany asfive PSCs.)



L Background

UrbanizationTrends

In 2008, an historic milestone wasreached: for thefirst timein history, morethan half theworld' s6.5
billion people now livesin urban areas. Moreover, virtually al population growth intheworld over
the next 50 yearswill bein urban areasand many rural areaswill see an actual declinein population.
The inexorable growth of urban areas will be most pronounced in Sub-Saharan Africaand Asia.!
Most of these new urbanitesin devel oping countrieswill unfortunately be poor. Projectionsindicate
that by 2035, urban areaswill be hometo the majority of theworld’' s poor.

Theinability of many countries and citiesin the developing world to provide adequate shelter and
urban servicesfor their growing populationsaswell as sufficient opportunitiesfor economic advance-
ment hasresulted in burgeoning sum areasin both inner citiesaswell asin the urban periphery. More
than one billion people, one sixth of humanity, now livein slums, most in the devel oping world, and
thisnumber isexpected to double by 2030. Already morethan 70 percent of urban residents of Sub-
Saharan Africaand morethan 40 percent of thoseinAsialivein slums. Onebillion peoplein urban
areas do not have adequate accessto clean water and two billion live without adequate sanitation.

Benefits of Urbanization

Urbanizationisawealth-creating process and generally acknowledged to be fundamental to economic
growth — indeed no country has achieved higher income status without greater urbanization.
Urbanization can also generate cons derabl e benefits across awide spectrum of devel opment indicators.

e Poverty Reduction. A 2006 UNFPA study of 25 devel oping countriesrevealed that since 1990,
the mere transfer of population from rural areas to urban areas accounted for ten percent of
national poverty reduction, on average.?

e Improved Governance. Urbanization, if managed prudently, can hel p to strengthen democratic
governance and increase transparency by encouraging greater public participation in govern-
mental decision-making. The higher population densities of urbanized areasimprove commu-
nication and facilitate the formation of neighborhood organizationswhich can participate more
actively in decisionsaffecting their livelihoods.

e Population Growth. Urbanization acceleratesthe decline of fertility by facilitating the exer-
ciseof reproductive health rights. In most world regions, womenin citieshaveonelesschild
than do those living in rural areas. A 2008 study in Ghana showed, for example, that urban
women exhibit fertility ratesthat are, on average, 11 percent lower than those of rural women.?

e Economic Opportunity. Thesheer volume, variety and accessibility of economic activity pro-
vided by urban areas offer greatly increased employment opportunities for urban dwellers,
including the poor.

1 Asia’s urban population is expected to almost double from 2000-2030, from 1.36 hillion to 2.64 hillion and Sub-
Saharan Africa sto more than double from 294 million to 742 million over the same period. Urban growth will be
dlower in already highly urbanized Latin America, increasing from 394 million to 609 million.

2UNFPA, Sate of World Population 2007, Unleashing the Potential of Urban Growth, p. 36.

3 Michael JWhite, Salut Muhidin, Catherine Andrzejewski, Eva Tagoe, Rodney Knight and Holly Reed,
“Urbanization and Fertility: An Event-History of Coastal Ghana,” in Demography, Vol. 45, No. 4, November 2008,
pp. 803-816.



e AccesstoHealth Care. Urban areasgenerally offer residents accessto better health carethan
dorural areas. Facilitiesare generally closer, health information istransmitted morerapidly
and theavailability of specialized careismuch greater.

e Accessto Education. Urban areas offer vastly superior choices of educational opportunities
for both children and adultsthan do rural areas, especially for women and girls.

e Gender Equality. Thesocial and physical amenitiesoffered by urban areasfacilitatewomen’s
effortsto achieve equality. Citiestend to favor cultural diversity and moreflexibility inthe
application of social normsthat traditionally limit women’sfreedom of choice. Citiesprovide
opportunitiesnot only for women’s education and employment, but also for socia interaction,
political and community participation, and accessto information, mediaand technol ogy.

e EffectsontheEnvironment. Whilemuchissaid of the environmenta degradation and damage
to ecosystems caused by cities, demographic concentration actually can enhance environmen-
tal sustainability. The UNFPA notes:. “ Urbanization hel psto hold back environmental degra-
dation by offering an outlet for rural population growth that would otherwise encroach on
natural habitats and areas of biodiversity. Citiesareworse pollutersthan rural areassimply
because they generate most of acountry’seconomic growth and concentrateits most affluent
consumers.” 4 Global urban expansion takeslessland than that |ost every year to agriculture,
forestry and livestock grazing or to erosion and salinization.® I ncreased urbanization can also
help to preserve natural areasin the countrysidethat can function ascarbon sinksand help to
sustain biodiversity.

e Global Climate Change. Whilecitiesundeniably generate significant amounts of greenhouse
gasses, theWorld Bank cites severa studiesthat havefound that high population density is
negatively correlated with carbon emissions dueto less energy needed for transport (greater
useof publictransport and shorter commuting distances), lessland for housing and lessenergy
for heating.® Urbanization can trandate into |ess energy consumption per capitathaninrural
aess

Challenges of Urbanization

Despite the positive aspects of urbanization, the great majority of the urban poor living in lumscon-
tinuesto face many serious challengesin the struggle to improve their quality of life. Thelitany of
these challengesinclude: poorly constructed and overcrowded housing; difficulty in asserting rightsto
land; insecure tenure status with constant threat of eviction; occupation of marginal land subject to
environmental threats such asflooding and climate change; unequal and poor accessto essential urban
infrastructure and services such aswater and sanitation, street lighting, waste disposal and removal,
police and fire protection, and public transportation to employment centers; increased crimerates,
difficulty in securing accessto reasonably priced financial services; poor health conditions, includinga
high incidence of lifestyle diseases dueto the stresses of deplorableliving conditions; unhealthy envi-
ronmental conditionsincluding indoor and outdoor air pollution; high cost of the basic necessities of
lifeincluding food; threats to social stability and opportunities for exploitation of disaffected slum
dwellers, especialy theyouth, to extremist ideologies;” lack of equal accessto affordable educational

4UNFPA, op.citp. 69
5 Population Reference Bureau, “World Population Highlights: Key Findings from PRB’s 2007 World Population
Data Sheet.”
& World Bank, 2009, World Devel opment Report, Reshaping Economic Geography, p. 211.
"In his semina work Planet of Sums, Mike Davis highlights the findings of aRAND Corporation study of
demographic changes that concludes that the urbanization of world poverty has resulted in the “ urbanization of
insurgency” whereinsurgents establish “liberated zones” in urban areas.
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opportunitiesand difficultiesin securing steady, gainful employment, particularly among the youth,
dueto discrimination and lack of qualifications.

The challenges posed by the inexorabl e urbani zation of the devel oping world and theincreasein urban
poverty areindeed formidable and unlesstheseissuesreceivefar greater attention and resources by
both national and local governments, aswell astheinternational community, than they currently do,
starting now, many cities may reach a point where solutions down the road are exponentially more
costly and difficult to implement and theinherent advantages of urbanization will be overwhelmed by
the problems. Indeed, the World Bank has characterized urban poverty asthe“most significant and
politically explosive problem of the 21% century.”® The UN Commission on Humanitarian Affairshas
recently cautioned “ population growth, urbani zation and migration will create new human caseloads. ..
by 2025 the percentage of people living in citieswill rise from 45 to 59 percent, creating nine new
mega-citieswhere providing water, sewage, food, jobs, power, education, health care and security will
beachalenge.”®

However, if concerted and coordinated multi-sectoral effortsare mounted by local and national gov-
ernments, international aid organizations, community-based organi zations and, most importantly, the
ambitiousand creative urban citizensthemsel ves, these challenges can be met. But thereisnotimeto
lose. As the recent Rockefeller Report, Century of the City states: “if the world's cities seize these
opportunities, they will have morethan afighting chance of succeeding: ignore them and blind forces
ranging from climate change to hunger to social conflict may set thisurban century on adestructive
course.”

II. USAID’ Current Efforts to Address the Urban Poor

Unfortunately, despite the undeni able demographic realitiesand increasing international recognition of
urbanization’scritical linkagesto economic growth, health, security, democracy and governance and
the environment, USAID has significantly scaled back its urban programming during the past ten
yearstt

USAID programming to address urban devel opment and the growing phenomenon of urban poverty is
not even mentioned in the State/USAID Strategic Plan, or inthelatest EGAT Congressional Budget
Justification (CBJ), and urbanization isamost completely ignored in the Foreign Assistance Frame-
work and the standardized list of performanceindicators. Infact, the USAID operating plan discour-
ages coordination and multi-sector approaches. Nor isurbanization mentioned inthe Help Commis-
sionreport. Inaddition, funding levelsfor programs addressing urbanissues, including urban poverty,
urban livelihoods and urban infrastructure, have shrunk to amerefraction of what they oncewerein
the 1980sand 1990s. Finally, the once highly-regarded and sizeable cadre of urban professionalsin

8World Bank, “Urban Policy and Economic Development: An Agendafor the 1990s,” 1991, p.4.

9 Hangjoerg Strohmeyer, U.N. Office of the Commissioner of Humanitarian Affairs, as quoted in Front Lines, August
2009, pp. 1, 15.

10 Peirce, Neal and Johnson, Curtis, Century of the City, No Time to Lose, Rockefeller Foundation, 2008, p. 53.

2 From the mid-1970s through the late 1990s USAID was arecognized leader in international housing and urban
programming and its network of Regional Housing and Urban Development Offices, staffed by aprofessional cadre
of trained urban specialists, was unmatched in terms of on-the-ground technical capacity. The primary USAID
financial vehiclefor addressing urban issueswas the Housing Guaranty (HG) L oan Program and related grant
financing. Prior toitstermination in 2000, the HG program had made over $3.3 billion in loan guaranteesto
approximately 40 countries and institutionsin Latin America, Africa, Asiaand Eastern Europe.
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the Agency has shriveled to a shadow of itsformer self and the organizational unit responsible for
urban issues has been progressively downgraded in status. Thislack of recognition of urbanissuesis
shortsighted, if not misguided.

Currently USAID’s Urban Programs Team (EGAT/UP) managesjust ahandful of small, relatively
meagerly funded programs and very few Missionsinclude adiscussion of urban poverty and urban
programming issuesintheir strategies.*? Encouragingly, EGAT hasjust announced anew Indefinite
Quantity Contract (1QC) procurement for energy, water and sanitation, roads and transport, urban
management and information and communications technology, and has recently made a significant
award under anAnnual Program Statement for water and sanitation in African urban areas. A modest
technical assistance procurement dealing specifically with urban health issuesisalso being planned,
following up onthe earlier Hygiene lmprovement Program.*

III. A New Approach

A new Urban Strategic Framework

Unfortunately, USAID urban-based activities, devel oped and implemented through different technical

and regional bureaus, individual missionsand by different contractors or grantees, are all too often
piecemeal and uncoordinated, even when they take placein the same country or city. Potential syner-
giesbetween them, which would enhancetheir overall effectiveness, are not taken full advantage of. A
new approach to urban programming is urgently needed to addressthe concernsof the urban poor ina
more holistic way and to maximizethe synergiesamong sectoral programstaking placein urban aress.

The crux of the new approach should be the devel opment of acomprehensive Urban Srategic Frame-
work to guide overall agency urban policy and country-based programs designed to improvethe qual-
ity of life of the urban poor. This Framework would identify some broad goals and strategic ap-
proachesthat USAID/Washington and the Missions can take to addressthe key urban quality of life
issuesover afiveyear period. It would alsolay out athree-to-five-year Action Agendawithidentified
targets.

2 Therecently ended and current EGAT/UP programsinclude:
: Sustainable Urban Management |1 — recently extended through 2014;

International Youth Federation GDA — continuing (focusing on youth workforce devel opment);

Decentralization/Local Governance Strengthening Technical Assistance IQC — terminated in 2009;

Sub-National Finance Cooperative Agreement — ending in 2009;

Habitat for Humanity/International Housing Coalition LWA — ending in 2010;

Elements of the Hygiene Improvement Program —ending shortly;

City-Links Cooperative Agreement (linking technical expertsfrom the U.S. with their counterpartsin

devel oping countries) — ended in 20009.
B Thisisnot meant to discount in any way the value of many on-going Mission-managed activitiesin sectors such as
health, HIV/AIDS, education, water and sanitation, energy, good governance, anti-corruption, emergency assi stance,
micro-enterprise devel opment and micro-credit programs and land tenure/property rightsthat take placein urban
areas and benefit the urban poor. Examplesinclude the ECO-AsiaProgram, Indonesia’'s Environmental Services
Program and the follow-on Urban Water, Sanitation and Hygiene Program (currently out for solicitation),
Bangladesh’s Municipal Health Partnerships Program, Ghana's Housing Micro-finance Program, the various Iraq,
Pakistan and Afghanistan water and sanitation and municipal governance programs and municipal servicesand
governance programsin several countriesin Eastern Europe, Latin Americaand the Middle East. Several
Development Credit Authority (DCA) loan guarantees al so focus on improvementsto urban infrastructure,
particularly water and sanitation. What this discussion is meant to do, however, isto highlight that the Agency’s
capacity, both financial and technical, to support those Missions where urban problems are becoming particularly
acute has diminished considerably.
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Theframework would provide more specific guidance to Missionsto address the needs of the urban
poor, including accessto improved shelter and essential urban services such aswater and sanitation,
education, health and financial services, assistance to mitigate and adapt to environmental threats
(including global climate change), gender and youth challenges, crime and safety issues, and assis-
tanceto improve urban governance, increase political voice, and createjob opportunities. Thiswould
be something akin to the recently-devel oped Water Framework.

The framework would also serve asapoint of reference or departure for theintegration of an urban
dimensioninto sector strategies (e.g. health, education, and environment) and Mission country strate-
giesand would lay the groundwork for theinclusion of urban poor programsin the new Administration
prioritiesof Global Climate Change, water and sanitation, global health and food security. Inasense,
the new Urban Srategic Framewor k would be arefinement and enhancement of the“Making Cities
Work” cross-sectoral strategy launched by the Office of Urban Programs at the beginning of the de-
cade.

TheActionAgendawould also lead to the design of several specific programsto addressthe goalsand
achieve the targets. These programs would include a vehicle to provide assistance to Missionsin
urban programming, an urban program Incentive Fund, and severa pilot programs to test viable
approachesto integrated urban programming. These are described in more depth later in this paper.

Finally, the action agenda should recommend a significant expansion of staff positions for urban
specialiststo belocated both in Washington and inthefield. It should also proposetraining for all new
employeesin the program and technical backstopsin urban poor planning and for technical expertsin
other disciplineson how urban poor issues can beintegrated into their specific sectoral programming.

EGAT/UP should plan to develop the new Urban Strategic Framework in FY 2010 to be en-
dor sed by theAdministrator and implemented in FY 2011. The EGAT/UPteam hasin placethe
toolsto do so. Framework development should then be closely followed by the development of a
USAID “users guide” for both the central bureaus and the Missionson waysto integrate the concerns
of the urban poor into their country strategies and into the planning of sector and initiative program-

ming.

Theuse of an Urban Srategic Framework should not belooked at asavehicleleading to “top down”
comprehensive and costly s um upgrading programs, funded by siphoning off significant funding from
existing program resources— arobbing Peter to pay Paul effort. Rather, it should belooked at asan
effort to do thingsin urban areasin adifferent way — making programs and activitiestaking placein
urban areaswork together more effectively and efficiently by promoting synergies. Not only would
such an approach stand a better chance of significantly improving thelives of the urban poor but this
can aso be aproactive way for USAID to demonstrate its commitment to aid reform and improved
results.

Benefits to USAID of the New Approach
Thebenefitsto USAID from such anew, integrated approach to urban programming are many.

Theapproach would:
e Lendcohesionto sectoral activitiesalready taking placein urban areas — creating syner-
giesamong them and making them work more effectively;
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e Draw (rightfully needed) increased attention to quality of lifeissues specifically affecting
theurban poor;

e Addanew critical element and context to programming of the new Agency prioritiessuch
asthe Globa Climate ChangeInitiative, water and sanitation, the Global Health Initiative
and the Food Security Initiative aswell as other cross-cutting issues such as youth pro-
gramming, local economic development, education and micro-enterprise development
through somerelatively quickly mobilized programming;

Reach alarge number of peoplewith USAID programming dueto high urban densities;
Havetremendousimpactsfor relatively few resourcesper capita;

Potentially lead to alarger USAID seat at the table among theinternational donor commu-
nity activein addressing urbanizationissuesand allow it to regain aposition of leadership
in shaping theinternational urban agenda;

e Providenew opportunitiesfor Globa Devel opment Alliances or partnership arrangements
with other donorsand foundations;

e Contributeto USAID effortstoimproveaid effectiveness and other el ementsof the Paris
Declaration agenda; and

e Beaproactiveway to respondto Congress concernthat aid be delivered moreefficiently
and effectively.

Why Now?

Thetimeisripefor theAgency to takeafreshlook at urban programming. Congress appears serious
inmoving forward with effortsto reform foreign assistance— if not thisyear dueto other priorities—
at least next year. A robust framework to address urban poverty, if developed over the next several
months, could factor into the discussions on the shape of future assistance programs. It could movethe
concerns of the urban poor “onto to the table” during legidative discussions and give the issue in-
creased visihility. Congresshasalready indicated someinterest in the subject with theintroduction of
the Shelter, Land and Urban Management (SLUM) AssistanceAct of 2009 (H.R. 1702), sponsored by
20 membersof the House.

Other multilateral and bilateral donors have demonstrated arenewed interest in urban programming
and this presents opportunitiesfor USAID to work collaboratively with them on programs of mutual

concern. For example, theWorld Bank hasjust issued anew Urban Strategy; UN HABITAT isbegin-
ning to draw some conclusions from its Slum Upgrading Facility (SUF) pilot programs; the Cities
Allianceisimplementing anew Medium Term Strategy 2008-2010 and eval uating the effectiveness of

itsprogramsof the past several yearson slum upgrading and city devel opment strategies; theU.K.’s
Department for International Development (DfID) isintheearly yearsof implementing anew Urban
Strategy; and theregional development banks (AfDB, IDB and ADB) have recently undertaken new
initiativesthat take amore holistic ook at the needs of the urban poor.

The past few years have also witnessed an increased interest on the part of foundations and the non-
governmental community in urban programming. For example, the Bill and Melinda Gates Founda-
tionisalready implementing slum upgrading programsin several countriesand hasjust awarded a$15
million grant to the CitiesAlliance for slum upgrading programsin up to 20 citiesin five countries.
The Rockefeller Foundation has al so recently increased its support for urban programming — publish-
ing Century of the City: No Timeto Lose, funding the recently-published report of the International
Housing Coadlition, The Challenge of an Urban World: An Opportunity for U.S. Foreign Assistance,
and sponsoring several activitiesin connection with World Habitat Day 2009. InterAction recently
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held apanel on“ Tackling the Problems of Slumsand Urban Poverty” at its 25" Anniversary Forum
and is forming aworking group dealing with urban slums and the needs of the urban poor. CHF
International is collaborating with the Woodrow Wilson Center on severa potential activitiesto in-
creasethevisibility of the plight of the urban poor leading up to the World Urban ForumV inRio de
Janeiroin 2010. Habitat for Humanity International isconsidering revising itsstrategy to broadenits
approach from “ one-off” housing proj ectsto more strategically-focused effortsto increase the scal e of

itsimpacts.

Asnoted above, the ObamaAdministration iscurrently developing the parameters of anew initiative
on Global Climate Change (GCC) and USAID standsto gain significant new funding to addressthis
issue. Any new GCC program should address both efforts of citiesto mitigate greenhouse gasemis-
sions by reducing energy consumption aswell as adaptation effortsto soften theimpacts of GCC on
those most vulnerable, including the urban poor. Additional funding for water and sanitation also
presents an opportunity for anincreased focus onissues affecting the quality of life of the urban poor.
The Global Healthinitiative presentsagreat new opportunity for theAgency toincreaseitsfocuson
the health needs of the urban poor. Finally, the new Food Security Initiative should provide an oppor-
tunity for areal discussion about the value of urban based investments — particularly in secondary
citiesand market towns—inincreasing agricultural productivity, strengthening marketsand increasing
food supply in devel oping countries.

If anew urban poor programming framework isin place, if practical, user-friendly guidelines are
developed and widely disseminated and if pilot programsare undertaken and lessonsdrawn from them,
focusing some of the anticipated new funding for GCC, water and sanitation, health and food security
programson the urban poor could provide USAID with “quick wins’ and ssimultaneously helptoraise
thepriority of urban poor programming. However, if EGAT/UPisnot ready to take advantage of these
new funding sources over the next couple of years, thewindow of opportunity for elevating theimpor-
tance of urban poor programming may begin to close and efforts to mount a more comprehensive
approach to meeting the needs of the urban poor could stall.

Constraints

Regrettably, much of USAID programming isin direct response to Congressional earmarks or to
Administration “initiatives’ and thereislittleflexibility within USAID to undertake new initiatives
outside of the earmarksand Administration priorities. Theintroduction of the SLUM Act hasindeed
begun to heighten Congressional interest in the needs of the urban poor but prospectsfor the passage of
anAct thisyear are uncertain and thelegid ation doesnot include any new funding. Nor isitlikely that
the ObamaAdministration will be proposing anew initiativethat focuseson international urbanissues.

Urban programming hastraditionally suffered in USAID becauseit isnot aneatly-defined, discrete
“sector” like health, the environment or education, but israther more of across-cutting theme. Thisis
alsoreflected inthefact that the Foreign Assistance Framework islargely silent on urban issuesand
few, if any, of theAgency standard indicatorsrefer to urbanissuesper se. While many sectoral activi-
tiesdo take placein urban areas, coordination of such activitiesand discussionsof the potentia syner-
giesbetween programs could be much morerobust, leading to improved results. A further constraint is
that few Agency professionalsaretrained tolook holistically at urban poor issues.

Since urban devel opment and programming to improve the quality of life of the urban poor are cross-
cutting issuesand do not fit neatly into one of theexisting USAID “ stovepipes,” and will not likely be
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the subject of either a Congressional earmark or a new Administration initiative in the immediate
future, thereislittle chance that a major new stand-al one and reasonably well-funded “ urban poor
initiative” would gain any traction asanew USAID program areaat thisjuncture.

There are obvious turf issues at play as well — given continuing tight budgets for most programs
except for earmarks and initiatives and probably global health (including HIV/AIDS), any new pro-
gram ideathat isperceived to be siphoning off fundsfrom existing prioritieswould beresi sted by those
managing programsthat would potentially be cut.

Thus, the approach recommended herein — arefocusing of existing sectoral programsto pay greater
heed to the needs of the urban poor and drawing on new sources of funding for either earmarks or
Administration initiatives (GCC, GH, water and sanitation, Food Security, etc.) — would be more
feasiblein the short run and morelikely to achieve buy-in from potential stakeholders. It would aso
provide USAID with an opportunity to gain ahead start if aCongressional earmark for urban upgrad-
ingisappropriatedinthefuture.

IV. Elements of the New Approach

Despitethe constraints, anew approach leading to the design of aset of cross-cutting and integrated
programsto addressthe needs of the urban poor could be crafted fairly quickly by building on knowl-
edge and experience already existing within USAID, other donors and organizations (World Bank,
CitiesAlliance, DfID, UN HABITAT, etc.) and experienced contractors and grantees. It would de-
mand relatively small amounts of resourcesyet would yield tremendous benefits. The proposed new
programisnothing radical; rather itisanew way to structure assistance programsto provide greater
focus on the urban poor.

Key Elements of the New Approach:

A. A New “Urban Strategic Framework”

The new approach relies at the outset on the development of new Urban Srategic Framework de-
scribed morefully above.

B. Integration of Urban Poor Programming into Emerging Priorities and
Existing Sector Programs

Consideration of the needs of the urban poor should beintegrated directly into the planning for priority
Agency programs— Global Climate Change, youth programming, gender programming, food secu-
rity, disaster mitigation, global health and water and sanitation. In effect, the new Urban Srategic
Framework should be used to “ orchestrate” urban-based activities supporting the variousinitiatives
and priority programs. This should be done by assuring that the programming guidance for these
initiativesand programs specifically includes planning for the needs of the urban poor.

TheAction Agendashould a so assesswaysin which planning for the needs of the urban poor can be
integrated into the programming of existing sectora activities, such aseducation programs, democracy
and governance programs, environmental programs, etc. To do so may require somerevision of the
programming guidelinesfor the various sectors so asto increase the focus on the needs and challenges
of the urban paoor.
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C. Improved Programming for the Urban Poor Initiative

The completion of anew Urban Srategic Framework (including the Action Agenda) should lead to
thedesign of anew initiative, Improved Programming for the Urban Poor to be managed by astrength-
ened Urban ProgramsUnit in EGAT. Thefundamental purpose of thisprogram would beto provide
assistanceto Missionsto: (1) increasetheir recognition of and appreciation for theissuesfacing the
urban poor; (2) consider undertaking an integrated approach to addressing these issues as a part of

their country strategy; (3) identify cross-cutting, multi-sector solutionsto the challengesfaced by the
urban poor and refocus specific sector strategies (e.g. health, economic growth, democracy and gover-
nance, etc.) by integrating urban poor programming into them and (4) assurethat urban poor program-
ming isanimportant component of the planning for the new prioritiesand initiatives such as Global

Climate Change, water and sanitation, Global Health and Food Security.

Corefunding for astrengthened urban unit in EGAT aswell asfor technical assistance | QCswould
comefromthe EGAT program budget, but would be supplemented by funding from the Presidential
Initiatives, including the Globa Climate Changenitiative, the Food Security Initiative, and the Global
Hedlth Initiative, from the substantial increasesin funding for water and sanitation and from the EGAT
infrastructure budget. Limited additional funding would aso be expected from DCHA — for planning
programsfocusing on DG issues, including those of women and youth, and for disaster preparedness
programs, specifically focusing on the urban poor. Finally, some additional project resourceswould
comefrom the Global Health Bureau for specialized activities such as hygiene promotion and HIV/
AlDSassstance.

Flexibility would be paramount to the new approach. While some Missions may wish toimplement an
integrated program that would focus on the urban poor, other Missions may only wish to build an
urban poor component — or an “urban poor optic” — into projectsin other discrete sectors such as
micro-enterprise devel opment, youth programming, education, health, food security, neighborhood
stability, disaster preparedness, improved governance, etc., or into their response to the water and
sanitation earmarksand the new Global Climate Change, Global Health and Food Security Initiatives.

D. An Incentive Fund

The new approach would a so create amodest I ncentive Fund in EGAT/UPwhich would be used to
match funding from Missionsfor eligible activitiestargeted to improve the quality of lifeof the urban
poor. To beeligible for matching funds, Missions could plan for grant funded activities from their
Operating Year Budget (OY B) or usetransfer authority to undertake a DCA program focusing onthe
urban poor. It issuggested that afund of $10-12 millioninitially be created for this purpose from
resourcesto be made availablefrom thenew Global Climate Change, Food Security and Globa Health
Initiativesand from water and sanitation funding. It may also attract resourcesfrom Democracy and
Governance (DG) programming and perhapsfrom education, micro-enterpriseand other health sources
aswell asfrom the Office of Foreign Disaster Assistance (OFDA) for urban mitigation and adaptation
programs. If resource levelsfrom these other sectoral programs are not sufficient to allow them to
contribute to the Incentive Fund, effortswould nonethel ess be made to add urban poor programming to
their portfolio. TheIncentive Fund could be expanded over time depending on demand and results.
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Eligible Activities for Matching Funding from the I ncentive Fund:

Grant Funded

Water and sanitation programs, including community infrastructure, for urban poor
neighborhoods

Climate Change mitigation and adaptation programs -- designed to minimize the negative
impacts of climate change on urban poor neighborhoods

Environmental programs dealing with issues of particular concern to the urban poor (e.g.
air pollution — both indoor and outdoor, sanitation and waste disposal, etc.)

Programs designed to strengthen security of land tenure and rental occupancy for the
urban poor

Programs to strengthen urban-rural linkages (e.g. improved roads and markets) which
would contribute to food security

Health programs specifically adapted the needs of the urban poor, including hygiene
programs, reproductive health programs, and respiratory illness, malaria and water borne
disease prevention programs

Y outh programs -- focusing on education programs for school leavers, job and workforce
preparation training

Adult education programs -- tailored to the needs and the time constraints of the urban
poor (e.g. gender friendly training)

Capacity building for municipal governments responsible for physical and social planning
for low income urban communities

Capacity building for non-governmental and community-based organizations working
with low income urban populations

Emergency preparedness programs focusing on urban poor neighborhoods (e.g. improving
drainage)

Programs to make credit more accessible for housing construction and upgrading and
related service improvements

Credit Guarantees

Some limited infrastructure investments funded through the Development Credit
Authority and targeted grants (e.g. water and sanitation) -- including community-based
infrastructure

Others TBD

E. Pilot Programs

In addition to the Incentive Fund, it is suggested that EGAT/UP design and implement pilot inte-
grated urban programsin, for example, three countries— perhapsoneinAfrica, oneinAsiaand one
theMiddle East. Countriesto be selected would bethoseinwhich the Mission hasrecognized the need
for and expressed an interest in undertaking anew more comprehensiveway of programming for the
urban poor. The pilot programswould be designed around the needs of one low income community in
onecity in each of the selected countries. A comprehensiveinventory of community needswould be
developed to guide the futureinterventions — the inventory woul d assess needs across the sectors,
including education, crime/neighborhood stability, land, housing and rel ated infrastructure, water and
sanitation, adaptation to GCC, employment, youth, health, credit and finance, and disaster prepared-
ness. It would also assess capacity issuesof both thelocal government and community-based organi-
zdions.
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From the inventory, an integrated, multi-dimensional urban program would be devel oped that ad-
dressestheidentified sector needs through specific interventions but that does so in away that maxi-
mizesthe synergiesamong the various activities. Global Climate Change mitigation and adaptation
measures would also be considered. While specific activity targets and results packages would be
developed, abroader set of development indicators would be devel oped to ook at the results of the
integrated approach. The pilot programs should test the theory that amore broad-based approach to
improving the quality of life of the urban poor is more effective than dealing piecemeal with one-off
programs addressing asingle sector — i.e. that thewholeis greater than the sum of its parts.

Estimated costsfor three pilot programswould bein the range of $3-4 million each. Technical assis-
tancefor the development of the pilot programswould be provided through an |QC with EGAT/UP.
While somelimited funding for planning and implementation would be made available by EGAT/UP
to Missions undertaking the pilot programs, additional funding from AID/W units such as Global

Health, EGAT/ED, EGAT/water and sanitation, EGAT/Infrastructure, EGAT/micro-enterprisewould
be made available to participating Missions specifically for thesepilots. Theregional bureauswould
also be asked to participate in the pilot programs. Missionswould be expected to contribute some of
their own resourcesfrom their sector-specific alocationsto help fund thepilots.

TheMissonswherethe pilotsareto be conducted should be sal ected according to thefollowing criteria:

e Demonstrated interest from the national government, the selected city and the target neighbor-
hood in anintegrated, multi-sectoral program addressing the needs of the urban poor;

e Reasonablelikelihood that with some additional technical assistanceto the city government
and community-based organi zations the capacity required to successfully implement the pro-
gram can becreated. For thisreason, the size of the selected pilot community and the compl ex-
ity of theissues should not be“overwhelming;”

e Missionsthat haveindicated aninterest in aprogram of thistype—thiswould point to Missions
that may already have asignificant number of activitiesalready taking placein urban areas,

e Missionsthat will be undertaking an expansion of their urban water and sanitation activities
with additional funding provided through the Water for the Poor earmark;

e Missionsthat arelikely focus countriesfor upcoming Global Climate Change activities, in-
cluding both mitigation and adaptation;

e Missionsthat have aprofessional staff capable of designing and managing aprogram of this
type— thiswould probably excludevery small missions;

Missionsthat have arobust enough budget to allow for aprogram of thistype;
Missionswheretheremay beredistic possibilitiesfor collaborating with another donor or with
afoundation (such asthe Gates Foundation, Rockefeller Foundation, etc.) or with aprivate
sector partner in aglobal development alliance (seediscussion below); and

e Other criteriato be devel oped asthe planning processevolves.

Y. Relationships with Other Donors

Asnoted above, athough the demographic reality of an urbanizing world hasbeenlargely ignoredin
the policiesand programming of United States devel opment agencies over the past decade, thereisa
growing number of other bilateral and multilateral donors and philanthropic organizations that do
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acknowledge urbanization as an increasingly important phenomenon and are actively seeking solu-
tionsto address some of itschallengesand opportunities. Among the multilateralsare UN-HABITAT,
UNFPA, the World Bank, the Inter-American Development Bank, the Asian Development Bank, the
African Development Bank, the European Union and the CitiesAlliance. Chief among thebilaterals
arethe UK’s DfID and France' sAgence Francai se de Devel oppement (AFD), athough both of these
organi zations have focused their resources on alimited number of devel oping countries.

Thereare many opportunitiesfor USAID Missionsto coordinate with and even collaborate with other
donorsactivein funding urban development programs. Indeed, not to do so risksduplication of effort
and fliesin the face of the Paris Declaration principles of coordination and harmonization of assis-
tance. Such collaboration also leverages scarce resources, enabling morerobust results.

The World Bank hasjust issued its new Urban Strategy and presumably country programswill be
modified to reflect the strategy. The World Bank isby far the largest donor for urban programs. In
2008, the World Bank approved some $2 billion inloan funding for 36 new urban projects, reflecting
acontinuing increasein the number of such projectsand the growing recognition of the need for greater
urban programming.

UN-HABITAT hasbeen dealing with housing and urban issuesfor morethan 30 yearsand hasevolved
from an organization dealing largely with housing issuesto onethat isnow looking more broadly at all
aspects of urbanization, including slum upgrading. Althoughitsoverall budget is modest by World
Bank standards (at about $100 million per year, excluding aspecial Irag program), it has devel oped
severa innovative programsthat may offer possibilitiesfor cooperation and or collaborationas USAID
Missionsdesign urban programs. Among them arethe Slum Upgrading Facility (SUF), atechnical
assistance and seed capital facility launched in 2004 to “test the potential for increased access to
formal credit for dum dwellers’ organizationsto implement slum upgrading programs,” 4 and aWater
and Sanitation Trust Fund, created in 2002 to support devel oping countriesin achieving sustainable
accessto safe drinking water and basic sanitation for the poor, particularly in urban areas. The Trust
Fund hasraised more than $50 million from donorsand israpidly expanding its assistanceto regional
devel opment banksfor project development.

The CitiesAlliance, launched in 1999, isacoalition of some 23 partners, local authorities, national

governments, international assi stance organizationsand one NGO (Slum Dwellersinternational), dedi-
cated to addressing the challenges of urbanization, city devel opment and the proliferation of slums.

USAID isaCitiesAlliance partner. The Cities Alliance provides grants in support of two primary

programs, City Development Strategies (CDS) and Slum Upgrading (Citieswithout Slums.) 1n 2008,

the CitiesAlliance sponsored 24 new CDSsand s um upgrading projectsworth more than $10 million.
To maximize the value of new USAID investments through the Improved Programming for the Ur-
ban Poor Initiative USAID would be well advised to focus on cities where CitiesAlliance funded
CDSshave been completed or arein progress or where CitiesAlliance slum upgrading programsare
being implemented or planned.

The Inter-American Development Bank (IDB) hashad morethan 25 years of experience with various
types of aNeighborhood Upgrading Programs (NUPs) in anumber of Latin American countriesin-

4 UN-HABITAT, “SUF Local Finance Facilities: What They Are, Why They Are Important and How They Work,”
2008, p. 2.

16



cluding Chile, Columbia Brazil, Argentinaand Bolivia. The Asian Development Bank (ADB), a
CitiesAlliance member, has been apartner with and financial supporter of the CitiesAllianceinthe
completion of City Development Strategies (CDSs) and Cities without Slums (CWS) programsin
severdl citiesin India, the Philippinesand Vietnam.

Although the African Development Bank (AfDB) still hasmore of arural focus, during the past few
yearsit also hasbegun toincreaseitsattention to theissuesfacing the continent’ s burgeoning cities. For
example, in 2006, UN-HABITAT and the AfDB signed alandmark Memorandum of Understanding to
improve urban water and sanitation in African citieswhich isexpected to mobilize over $500 million
inloan and grant funding over afiveyear period. The agreement hasresulted inthetwo organizations
preparing investment proposalsfor water and sanitation schemesaswell as* pro-poor” Poverty Reduc-

tion Strategy Papers.

The message hereisthat other multilateral and bilateral donorsare already engaged in urbanization
and urban poverty issuesand have valuabl e experience that USAID Missions can draw upon asthey
design and implement new urban programs. Therearea so many opportunitiesfor collaborativework,
or even partnership, with such organizations which would enhance the value of each of the parties
contributions. Such collaborationwould a so beevidence of USAID’scommitment to aid effectiveness.

VL. Foundations and Global Development Alliances

Beginning in 2007, the Gates Foundation began to take amore activeinterest in urban poverty issues
and, asnoted above, it hasrecently awarded the CitiesAllianceamajor $15 million grant to (1) build
the capacity of organizations representing the urban poor and facilitate their accessto formal local
decision making and (2) invest directly into slumsand their community institutions by capitalizing
local municipal development funds. Thethreeyear program envisionsinterventionsin approximately
20citiesinfivecountriesinAfricaand Asia

The new CitiesAlliance grant could present a golden opportunity for USAID to develop a Global

Development Alliance (GDA) with the Gates Foundation and the Cities Alliance in support of the
objectives of the new Urban Srategic Framework and as the countries and cities are selected for
specificinterventions, therewould be new opportunitiesfor USAID missionsto partner with the Cities
Alliance/Gates-funded programsto enhance theresultsfor both parties.

Aspreviously mentioned, the Rockefeller Foundation has also recently begunto increaseits support
for activitiesto raise the awareness of urban related issuesand USAID should explore more opportu-
nitiesto collaborate with it onissues of mutual interest related to improving the quality of life of the
urban poor.

There may bemany other opportunitiesfor USAID to partner with U.S. or foreign corporationsor non-
governmental organizationsin aGDA arrangement to addresstheincreasing challenges of an urbaniz-
ing world. These should bemorefully explored as part of the devel opment of the new Urban Srategic
Framework.
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VII. Management Issues

The various components of the new approach would be coordinated and managed by a strengthened
Urban Programsunit inthe EGAT Bureau. Inorder to provide sufficient technical capacity to manage
an effort of thisscope, thisUnit should be augmented by at | east two staff members, either U.S. Direct
Hire (USDH) or Personal Service Contractor (USPSC). EGAT should also designatea* point person”

in several other of itsofficesto serve astechnical resourcesto EGAT/UP, such asthe Office of Eco-
nomic Growth (including micro-enterprise devel opment), the Office of Infrastructure, the Office of

Education, the Development Credit Authority Office, the Office of Environment and the Office of

Poverty Reduction. Additionally, an “urban liaison” should be appointed in the Global Health and
DCHA Bureaus, and the Offices of Foreign Disaster Assistance and Food Security. Finaly, aUSDH

urban speciaist should be placed in each of the geographic bureaus.

Inthefield, aUSDH urban specialist should be placed in each of theregiona support offices (REDSO,
etc.) and in those countries selected for the pilots, aUSDH or aPSC should beidentified asthe pro-
gram manager and receive special training through the EGAT 1QCs.

This proposed structure requires anincreasein the number of USAID urban speciaistsby eight to ten
USDH and perhapsas many asfive USPSCs. Given the scale and rapidity of urban growth and the
complexity of the challengesfacing cities of the developing world, thiswould be areasonably sized
cohort of professiona strained in urban poverty and urban devel opment issuesto manage an expanded
urban program. Fortunately, the new hiring authority created through the Devel opment L eadership
Initiative (DLI) givestheAgency an opportunity to bringinnew hiresskilledin urbanissues.

Finally, to deepen the understanding of the USAID professional staff of urbanissues, anew training
coursein pro-poor urban planning should be designed for all new employeesin both the programand
technical backstops and a second cour se should be devel oped for technical expertsin other disci-
plines on how urban poor issues can beintegrated into their specific sectoral programming.

VIII. Promoting the New Approach

Strong support from the Agency’stop leadership iscritical to raise the profile of urban poverty and
development issuesto apoint where Missionstake them more serioudy and to where the proposed new
approach to pro-poor urban programming resultsin amore equitabl e balance between urban and rural
development. Accordingly, the new Administrator should issueaforceful message about the need for
greater attention and resourcesto issues of urban poverty and urban devel opment and announce the
intention to draft anew Agency Urban Srategic Framework, which envisionsthe greater integration
of urban poverty issuesinto the strategies of other key sectoral programs and the Presidential Initia-
tives, the design of the new Improved Programming for the Urban Poor Initiative, the creation of an
Incentive Fund and theimplementation of pilot projects.

The new approach should also be highlighted at upcoming Mission Director’s Conferencesaswell as
conferences/meetings of other technical and program backstopsin Washington andinthefield (e.g. the
Program Officers Conference scheduled for early 2010). A short, half-day session, “ Introduction to
Urban Programming” should be incorporated into the Agency’s basic orientation program for new
hires. Briefings should be held with each of the Regional Bureaus' senior staff, program staff and
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technical staffs. Field visitsshould be scheduled by the EGAT/UPteam to explain the new approach
and program optionsto Mission staffs.

In addition, amoreintense, three-day course on urban devel opment and urban poor programming
should be developed by EGAT/UPand offered in the regional field offices, much inthe sameway
that training in water and sanitation programsis being provided. A “best practicesguide’ should be
developedtailoredtothe USAID field Mission staff.

Missions often attribute the lack of an urban programming focusto itsexclusion from thejoint State/
USAID Strategic Plan and the Foreign Assistance Framework. Urban programmingisalso only tan-
gentially alluded to in the standard set of indicators. A consequenceis, therefore, that thereislittle
“demand” from Mission staff for programstargeting the urban poor. To help rectify thissituation, once
the new Urban Srategic Frameworkisapproved, the Foreign Ass stance Framework and the standard
indicators should be expanded to reflect theimportance of urban programming. In addition, asmore
professionals become sensiti zed to the needs of the urban poor and asmore staff isrecruited towork on
urban issues, new demand will be created for such programming. Thisisinfact what isbeginningto
happen in the water and sanitation sector as more engineers are brought into the Agency and more
Missions beginto fund water and sanitation programs.

IX. Monitoring and Evaluation

Careful attention must be paid to the monitoring and eval uation of the Improved Programming for the
Urban Poor Initiative, the Incentive Fund and the pilot efforts. A results package should be devel-
oped encompassing all three efforts, including anew Strategic Objective, several Intermediate Objec-
tivesand appropriateindicators. A Monitoring and Evaluation (M&E) Plan should be developed as
part and parcel of program design and sufficient funding identified to allow for arobust M & E compo-
nent.

X. Summary of Conclusions and Recommendations

Now istheright timeto rethink how USAID approachesthe challenges posed by the rapid urbani za-
tion of the developing world in anintegrated and holistic way. The demographic transformation of the
world from rural to urban isfact — and the United States must adapt its assistance programsto the
realities of an urbanizing world. While agriculturewill remain animportant part of the economies of
many devel oping countries, it will bethe cities, not the countryside, that increasingly will drive eco-
nomic growth over the coming decades and provide a better opportunity for the majority of theworld's
poor to achieve amore healthy and prosperouslife.

Fortunately, there is helghtened awareness among the leadersin the devel oping world of the need to
addressthe challenges being brought about by urbanization. Thereisalso agrowing awarenessof the
need to address urban issues among members of Congress, the Administration, multilateral and bilat-
eral donors, non-governmental organizationsand major foundations. The private sector isalso increas-
ingly recognizing that efficiently functioning cities, atrained, healthy workforce and aclean environ-
ment are critical to itscommercial success. Finally, itisbecoming ever more clear that the efforts of
citiesto address Global Climate Changewill have amajor impact on the overall health of the planet.
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While USAID doesimplement successful programsin urban aress, they areall too oftenisolated from
one another and investmentsare not strategically planned to maximize synergiesand impacts. A new
approachisneeded.

Thispaper recommendsthat USAID:

e Develop anew USAID Urban Srategic Framework;

e Develop anew initiative, Improved Programming for the Urban Poor, which would
require some new funding but would rely primarily on arefocusing of existing funding
resources and resourcesto be made available through the new administrationinitiatives;

e Establish an Incentive Fund for Missionsto undertake more seriousintegrated program-
ming for the urban poor;

Design and implement pilot integrated urban projectsin at least threecities; and
Strengthen the Agency’s capacity to plan and manage programs addressing the challenges
of the urban poor.

Thereisnotimetolose. Itisfar better for USAID toinvest some modest additional funding to helpthe

international community address urban issues now than to havetoinvest far larger amounts|ater to
deal with the negative consequences of urbanization gone awry.
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ANNEX 1
RELATIONSHIP OF THE PROPOSALTO ADMINISTRATION PRIORITIES

A. Global Climate Change (GCC)

Itisgenerally accepted that urban form and function and land use and behavioral changesresulting
from increased urbanization affect the global climate and are responsible for the “urban heat island
effect” which may raisethe average temperatures of citiesanywherefrom 2 to 6° C abovethat of the
surrounding countryside. Thispromptsasignificant increasein energy use by thosewho can afford air
conditioning and even more suffering for the urban poor who areless ableto adapt or afford air condi-
tioning. The UNFPA has concluded that climate change will aggravate problems associated with
poverty andinequity. It notes: “...poor areasthat |ack health and other services, combined with crowded
living conditions, poor water supply and inadequate sanitation, areideal for spreading respiratory and
intestinal conditionsand for breeding mosquitoes and other vectors of tropical diseases such asma-
laria, dengue and yellow fever... Changesin climate and the water cycle could affect water supply,
water distribution and water quality in urban areas, with important consequences for water-borne
diseases... Theimpacts of climate change on urban water suppliesarelikely to bedramatic.”*® The
consequencesof climate changewill be especially severefor the urban poor livingintropical latitudes.

Thevulnerability of citieslocated inlow lying coastal zonestoincreased flooding from wesather rel ated
phenomena, caused at least in part by climate change, isbecoming of urgent concern. Morethan 40
percent of theworld’ spopulation liveson or near coastlines. Thelow coastal elevations comprise but
two percent of theworld’ sland but more than ten percent of theworld’s popul ation and the proportions
doublefor low and middleincome countries.’® Examplesof weather related calamities abound: New
Orleans, Indonesia, Bangladesh, Burma, the Philippines, etc. Of equal concernistheeffect of GCCon
citieslocated in particularly arid areas which are becoming increasingly vulnerableto drought. Parts
of Southern and Sahelian Africa, Australiaand the American southwest come quickly to mind.

Although the entire popul ation of urban areasis affected by weather related phenomena exacerbated
by GCC, it isthe urban poor who suffer the most since they tend to live in the most vulnerable and
environmentally precariouslocationsand have the fewest meansto adapt.

While mitigation — steps to reduce greenhouse gas emissions—is of primary concern to developed
counties, Neal Peirceand Curtis Johnson note: “For roughly the onebillion of theworld'scity dwellers
who already livein direphysical circumstancesof low quality housing and grossly insufficient infra-
structure, mitigationisadistant theory.” ¥ Rather, they must ook to adaptation astheir most immedi-
atepriority. “For them, the only courseisto preparefor and rebound from the weather rel ated calami-
tiesthat seem virtually certainto come.”*® Elliot Sclar of Columbiahasnoted “...adaptation isthe
key. If we areto reverse climate change wefirst have to survive long enough to do that.” He also
postul atesthat the placeto start with adaptation iswhere the poorest peoplelive. “1f oneimprovesthe
conditionsfor the very poor, theresult will be solutionsthat work for everyone... Adaptationsto cli-

14 UN-HABITAT, “SUF Local Finance Facilities: What They Are, Why They Are Important and How They Work,”
2008, p. 2.
SUNFPA, op.cit, p. 59
16 Peirce and Johnson, op.cit., p. 118
7 1bid.,p. 108
18 | bid, p. 108.
21



mate changethat will protect the poor can always be scaled up so that they have broad benefits. But if
the approach isto move ahead with the strategies broadly targeted at the entire popul ation, experience
showsthe disproportionately large plight of the poor isinvariably forgotten and left out.”** Thus, as
USAID beginsto program seriously in response to the emerging GCC agenda— particularly inthe
areaof adaptation — consideration of programstargeted to the urban poor should become one of the
highest priorities. A new Urban Srategic Framework could help to reinforce thisurgent need to link
GCC toimproving thelivesof the urban poor and ensure that increased programming for urban envi-
ronmental health programs, housing improvement programsand environmental infrastructurearean
integral part of theAgency’ sresponseto the GCCinitiative. Focusing GCC investmentsfor adaptation
inlow income urban areaswould also bea*” quick win” for USAID. We know how to do this—what
has been missing to scale up such effortsisthe lack of priority urban investments have had in the
Agency’soverdl strategic planning.

B. Water and Sanitation

With the passage of the Senator Paul Simon Water for the Poor Act (PSWFP) of 2005 and the Congres-
siona funding for theActin FY 08 and FY 09, USAID has now begun to take serioudly the problem of
the poor’s lack of access to clean water and sanitation. The most recent report to Congress on the
PSWFPAcct noted that USAID obligationsfor water, sanitation and hygienewere 45 percent higher in
FY 08thanin FY 07. For thefirst time, anumber of Missionsin Africahave begun to plan for water
and sanitation programsin their future portfolios, while most water and sanitation activitiesin prior
yearshad been limited to Asiaand the Middle East. USAID hasaso beguntoincreaseitstechnical
staff for water and sanitation programs. Thiswill create new field demand for such programs and
further contribute to water and sanitation becoming important componentsin the strategies of agrow-
ing number of Missions.

The Congressional funding also callsfor abalance between urban and rural programming. Whilein
Asiaand theMiddle East aconsiderable proportion of thefunding isdirected at urban areas, it would
appear that in Africa, the most rapidly urbanizing continent in the world, most Mission water and
sanitation programs remain primarily rural focused. Although it istrue that percentage-wise rural
dwellershavelessaccessto improved water supply and adequate sanitation, the rapid urbanization of
the devel oping world would suggest that Missions, particularly in Africaand Latin America, should
takeinto greater account than they currently do the water and sanitation needs of urban areasandin
particular the needs of the urban poor.

A new Urban Srategic Framework could help increase the visibility of urban water and sanitation
needs and assure that an equitable balance in water and sanitation funding between urban and rural

areasis maintained. While urban water and sanitation programs may be more costly that rural pro-
grams, and standards may haveto be higher dueto urban densities, the greater number of people served
per dollar by such programsin urban areas make the differencesin per capitacost more palatable.

C. Global Health Initiative

In May 2009, the ObamaAdministration announced asix year $63 billion Global Health Initiative
which, in addition to funding current programsto combat HIV/AIDS, malariaand TB, will beginto
increase the focus on broader global health challenges, including maternal and child health, family

9| bid. pp. 110,113.
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planning and neglected tropical diseases. Accordingto WHO, those most affected by tropical diseases
arethe poorest popul ations often living in remote, rural areas, urban ssumsor in conflict zones. The
initiativewill adopt amoreintegrated approach to fighting diseases, improving health and strengthen-
ing health systems.

Because of the growing health needs of the urban poor, the fact that communi cable diseases can spread
more rapidly through urban poor populationsthan in rural areas and the ability of urban health pro-
gramsto reach large numbers of people per dollar invested, planning for the new Global Health Initia-
tive shouldincorporate aspecia focuson urban health, with emphasis on the health of the urban poor.

D. Food Security Initiative

According to the FAO, world hunger will reach an historic high in 2009 with more than one billion
peopl e without adequate accessto food. Food security ismistakenly often considered just arural or
agricultural issueand interventionstypically target agricultural productivity and agricultural markets
aswell asfood distribution to vulnerable populations. However, asagrowing percentage of theworld's
poor isbecoming urban, food security isbecoming an increasingly urbanissue.

Since urban populations purchase rather than grow the majority of their food, they must rely moreon
cashincometo providefor their sustenance and, with theincreasesin urban poverty, it isbecoming
increasingly moredifficult for urban familiesto meet their caloric and nutritional needs. Children, of
course, suffer themost. Therefore, in addition to targeting the needs of the rural poor, food security
programs must take into account the unique characteristics of the urban poor, such ashigh mobility,
significant diversity (ethnic, religious, etc.) and relatively high femal e employment outside the home.
They must a so recognizethat coping strategiesdiffer between urban and rural populationsand design
programsto support these strategies during periods of food insecurity.

In July 2009, the G-8 |eaders announced anew $20 billion worldwide Food Security Initiative and the
United States pledged $3.5 billion for agricultural development to support theinitiative. Asyet, Con-
gresshas not taken action to appropriate funding for theinitiative and detailsof theinitiativeshave till

to beelaborated. However, asthe shape of the program beginsto become clearer, it isimperativethat
thefood security needs of the urban poor be considered asanintegral part of program planning and that
it not become entirely an agricultural development initiative.

In addition, the proposed new Urban Srategic Framewor k should takeinto consideration the specific
food security issues of the urban poor and suggest possible strategiesfor addressing what isbecoming
anincreasingly urban phenomenon. Finally, some of any new funding appropriated for aFood Security
Initiative should be directed to programsthat address the particul ar needs of the urban poor.
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