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U.S. AGENCY FOR INTERNATIONAL DEVELOPMENT

MISSION TO ARMENIA

May 10, 2004

To All Offerors/Bidders

Subject: 
Amendment 2 to the APS #111-04-008, USAID/Armenia Civic Participation and Media Support Programs 
The purpose of this amendment to the APS #111-04-008 is to:

(i) provide responses to the questions as Annex 4 to the APS.

Except as herein modified, all other terms and conditions of the APS remain unchanged and in full force and effect.
Sincerely,

David Brown

Agreement Officer

USAID/Armenia

Amendment 2, Annex 4

Civic Participation and Media Support Programs for Armenia

APS 111-04-008

Questions and Request for Clarifications
	#
	Questions
	Asked by
	Answers

	1
	Given the current level of de0elopment of the Armenian media and advertising market the size and scope of the loan program is beyond what can be usefully deployed. Armenia's advertising market is currently small and dominated by state/public broadcasters, and it is not expected to experience extraordinary growth in the coming years. Operating in that market, independent media companies could at best generate sufficient revenues to repay only a small fraction of the annual principal repayments necessary to support loans of the magnitude envisioned.

	Internews Network

Media Development Loan Fund

Eurasia Foundation
	As stated in the APS and the answers to questions 2 and 4, 50% of the award amount should go towards loans and associated costs. The latter may include loan administration costs, related indirect costs, technical assistance to loan applicants on the application and eligibility procedures. If enough qualified applicants to utilize the funding are not found, applicants may propose how they intend to improve the potential pool of candidates within the 50% allocated for the loan program. This may include training and technical assistance for nearly qualifying candidates in order to rectify their deficiencies but may not include grants.

The funding amounts mentioned in the APS indicate the maximum level of funding which may be available. Applicants may propose projects for smaller amounts based on their best understanding of the efficiency of the program; however, they should still allocate 50% of the program budget for loans and associated costs.  

 

	2
	This project envisions that approximately 10 media outlets, from both the broadcast and print sectors, will be targeted for loans. We believe that this number of media outlets should be flexible and ultimately decided by the lending organization once due diligence is performed to determine possible recipients. The pool of targeted media outlets may or may not yield credit-worthy recipients in both the print and broadcast spheres.

	Internews Network

Media Development Loan Fund

Eurasia Foundation
	The reference to approximately 10 media outlets is intended as a guide on the expected outcomes of the program. The number is flexible and may be adjusted to accommodate the needs of the local media market.



	3
	In the USA1D posted responses to questions on the A.PS, Answer #31 states, "The current market interest rate in Armenia ranges from 18% to 22%. Please note that these numbers are approximate and reflect the average tendency of loan interest rates offered by various commercial banks operating in Armenia." At the same time, USAID has made it clear, in Answer #1 of the same document, that subsidized loans are not allowed and that "in the context of this APS, 'subsidized' means charging a below-market interest rate." We feel strongly that media outlets require longer-term loans—in some cases as much as six or seven years—to be attractive and, most importantly, repayable. At present, Armenian banks do not offer such terms, so there are no real comparable market rates. Because Armenia has been in a declining interest rate environment for several years, these longer-term loans would fit into the long-term yield curve, which means rates below the current shorter-term loan market. As evidence of this declining rate environment, some Armenian banks are now offering loans at rates of 15% for terms of 24 months and sometimes 36 months. In setting the interest rate for a sectoral lending program, we also believe that ability to pay based on industry profit margins needs to be factored in. This approach is not incompatible with USAID guidance in its document "The Role of Media in Democracy: A Strategic Approach," under the section "Best Practices" (Page 29).

	Internews Network

Media Development Loan Fund

Eurasia Foundation
	The Agency policy of restricting support for subsidized lending stems from the long-standing conviction that subsidizing, although advantageous to a specific targeted group or sector in the short run, undermines overall long-term economic development, as well as the success of USAID financial markets assistance programs.  Subsidized lending tends to segment and retard the development of a healthy financial sector by distorting the competitive dynamics of the private financial institutions. Support for subsidized lending conflicts with USAID’s broader goal of promoting the emergence of a financial system that is efficient, dynamic and equitable. As a result, any USAID- provided assistance should be used to help lessen or eliminate dependence on subsidies, rather than to support those subsidies. Please consult ADS Section 200 at http://www.usaid.gov/policy/ads/200/ for the technical rules governing administration of loans with USAID funds. 

Partners will be allowed to revise their lending strategies if this cited policy is repealed or modified. 

If long-term loans are proposed, the partner may consider existing market rates for longer-term lending. This may include not only credits but also other lendable resources available in the market. 
 

As mentioned in the APS (page 8), incentive mechanisms other than subsidies may be employed to meet the sectoral specifics of the target industry. 

 

	4

	We believe that, while Cooperative Agreements are certainly appropriate for many kinds of media support, they may not be the most appropriate vehicle for the loan portion of this program, since they potentially limit the independent decision-making required by a lending organization in evaluating an applicant's creditworthiness and addressing nonperforming loans.

	Internews Network

Media Development Loan Fund

Eurasia Foundation
	We do not support the idea that the mechanism of Cooperative Agreements would limit the independent decision-making by the lending organization. The particular procurement instrument chosen by USAID, whether a contract, a cooperative agreement or a grant, has no bearing on the determination of creditworthiness of potential loan recipients and the problem of nonperforming loans. Once USAID has accepted a partner’s proposal laying out in detail the criteria to be used in the process of administration of loans, and approved the partner’s work plans, USAID will not interfere with the determination of creditworthiness or handling of non-performing loans by the partner.
 

	5
	If USAID would consider an amendment to the APS that addresses these issues, we feel it would increase the chances for responding organizations to develop effective media development initiatives. These include, but are not limited to, seminars and trainings, residencies, programming designed specifically for those outlets targeted by the loan program, equipment support and the creation of a nationwide network or networks of broadcast media.
	
	All of the activities, except for equipment grants, mentioned in this question as examples of media development initiatives may be proposed in applicants’ submissions as part of the targeted Technical Assistance required by the APS.




