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EMBASSY OF THE

UNITED STATES OF AMERICA
Lilongwe, Malawi

May 23, 1979

The Honorable Goler T. Butcher
Assistant Administrator for Africa

Agency for International Development
Washington, D.C. 20523

‘Dear Mrs. Pwigher:

I am pleased to have submitted to you the FY 81
Annual Budget Submission (ABS) for Malawi. I have re-
viewed the entire package and the respective project
proposals and believe that they are directed towards
the priority areas of development as identified by the
Malawi Government. In the absence of a formalized
Countig Development Strategy ‘Statement (CDSS), I believe
that the program direction will make a substantial con-
tribution to Malawi's development and is in keeping with
A.I.D.'s Congressional mandate.

Since my arrival here in October, I have felt that
our resumed A,1.D, program should be modest and aimed
directly towards Malawli's basic human needs. There is
a favorable development climate in Malawli for this pro-
gram but, as you are well aware, we have been concerned
over Malawi's human rights situation in the past so that
I believe we should not undertake too ambitious a program
at the outset. 3 '

It should be one that is easily administered and
does not require an excessively large staff. Once the
program begins to materialize and we axre satisfied that
Malawi's policies remain on the correct course regarding
human rights, we will have a better idea as to the long
term direction and magnitude of our programming.

The funding level for FY 80, as you will note 4n
the draft ABS, is in keeping with a Congressional
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Presentation level of $5.5 million while the FY 81
presentation consists of both minimum and AAPL package
levels. 1It is my understanding that the AAPL package

of §13 million, submitted in line with the AAPL levels
proposed im State 107997, is a maximum figure and is
designed only for A.I.D.'s budgetary planning. I wish

to reserve my position on how much of that $13 million
should be used until we have a better fix on how the
current program is going and on other relevant factors.
The adult education project, therefore, is in my view
strictly a shelf item should we decide to expand the
program. Similarly, advanced funding in FY 81 for the
Manpower and Polytechnic projects should not be instituted
in the expectation that other projects could then be
funded in FY 82 and beyond in order to maintain a higher
funding level. At this time, I cannot foresee increasing
our A.I.D. level to Malawi above a range of $7-8 million
per year.

Although the ABS calls for three U.S. Direct Hire
staff (USDH), I have concurred only with a ceiling of
two USDH for FY 80 but I recognize the possibility that
a third USDH may be necessary towards tEe end of FY 80.
I have also concurred in the assignment of two FSN direct
hire and one part-time employee, hopefully a U.S. depend-
ent. This staffing level should be sufficient to move
ahead with the program as proposed in the FY 81 ABS.
However, since one FSN will be working on administrative
and financial matters, he should be an integral part of
the Embassy's Administration section in order to maximize
our overall effectiveness. I also wish to stress that
this staffing will be subject to MODE procedures through
the Department of State.

I would like this letter to be an integral part of
the ABS submission. Many thanks for your support and
that of your staff for our program here.

b/ari~ 2 ﬁdf.&

Hareld E. Horan

Enclosure: FY 81 ABS
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TABLE I - LONG RANGE PLAN BY APPROPRIATION ACCOUNT (§ Thousands)

FY 1979 FY 1980

Development Est

Est

Decision Unit

USAID/Malawi

FY 1981 REQUEST

PLANNING

PERICD

Minimum Current AAPIL,

1982

1983

1984

1985

Assistance

Agriculture
Rural Dev & Nutritionm - ‘
Grants 3305

Loans

Population
Grants
Loans

Health
Grants
Loans

Education
Grants
Loans

Selected Develop.
Activities
Grants
Loans

SUB-TOTAL FUNC-
TIONAL ACCOUNTS
Grants 3305

Loans

Other DA Accounts
(Specify)

Grants

Loans

TOTAL DA ACCQOUNTS
Grants 3305

Loans

Security Supporting
Assistance

Grants

Loans

TOTAL DA AND SSA 3305

1730

1120

2650

3500

5500

5500

2500

2950

5450

5450

5450

2500

2000

8440

12940

12940

12940

5000

1060
3500

3500

2000

15000

15000

15000

7000

1000

4000

4000

4000

20000

20000

20000

9000

1500

5000

5000

4500

25000

25000

25000

12000

200@

6000

6000

4000

30000

30000

30000

PL 480 (non aid)
Title I
{(of which Title
II1)
Title II

Housing Guaranties
(non-aid)

2000
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LIST OF AFRICA BUREAU REGI

USAID/MALAWI

ONAL PROJECTS AND PROPOSED USES OF PDS FUNDS

1.

1I.

(2000) '
FY 79 - FY 80 FY 81
Regional Projects:
698-0407 TImproved Rural Technology 50 50
698-0388 Women In Development 150 150
698-0384 African Manpower Development 100 100 100
698-0662 Family Health Initiatives 50
| TOTAL: - 100 300 350
Program Development and Support:
612-0202 Agriculture Research
Pre-Implementation 10
612-0203 Health Education (PP) 30
612-0207 Rural Water (PP) 60
612-0206 Manpower Development (PP) 30
612~0204 Rural Adult Education Centers (PID/PP) 45
698-0388 Women In Development (PID/PP) 40
Five Projects to be Development FY 81 200
TOTAL: 100 115 200

at
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MALAWI RURAL ADULT EDUCATION CENTERS
(612-0204)

Purpose: To assist in the development of 24 model schools into
rural education centers. '

Background: In 1977 the U.N. (UNICEF) sponsored the construction
of three model schools and subsequently the GOM has built a model
school in each of the 24 Districts of Malawi. These consist of

a classroom and small office/library connected by an open air
{covered) meeting-work space between them. For the present, these
centers are managed by the Ministry of Education but are used
freely by other GOM agencies, i.e. Health, Community Development,
Agriculture, etc., for specialized local training purposes. The
GOM is now in the process of establishing a more formal structure
for these Rural Education Center programs with the Ministry of
Education serving as the coordinating agency. A spin off of these
model schools is the replication of these schools in the villages
using volunteer labor from the area, with IBRD support. Some
250~300 such schools are proposed. Thus, the physical and
organizational structure of the Rural Education Centers is in
place, in rudimentary form, and available for implementation of

a program to reach villages with basic needs on education.

Host Country and Other Donors: The major input of the GOM will be
in the assignment of Human Resources and in recurrent costs. The
structure and operation of the REC's will be basically Malawian and
will entail persomnel from MOE, other Ministries and local District
personnel. Recurrent costs of MOE are approximately -15% of the

GOM total and in the future will include expenses beyond village
paid costs.

The World Bank has proposed a major effort in educational
assistance with some 328.0 million. Basically some $11.0 million
of this amount is directed towards secondary education. This
project would therefore compliment the World Bank's input of school
construction through the village loans mechanism.

Beneficiaries: Initial beneficiaries will be the 384 worker-teachers
and District Administrators who will receive training. Ultimate
beneficiaries will be the rural population who at the present have
limited access to community education facilities. Some will profit

- as Worker-Teachers but the majority will receive enhanced skills to

improve daily living standards and conditions. The potential exists
for income generation at a very basic level which will contribute to
the GOM efforts to narrow the rural/urban income gap.

FY 81 Program: Technical assistance personnel will arrive and
formulate a work plan for special skills training, administrative
training and development of resources materials.




Major Outputs:

All Years

- Trained special skilled Worker-Teachers 144
- Teaching plans for each special skills

subject for local use X
- Trained District Administrators 240
- Plan District Administrators Training Plan X
- Develop Teaching Plans for each Administrative

subject X
- Basically equip model schools 24

- Basic equipment for village schools 250

A.1.D. Financed Inputs: (FY 81)

(8 thousands)

FY 81
Personnel: 7 L.T. Special Skills Technicians
(14 py) 1,318
Participants: Work-study (30 pm) 90
Commodities: Equipment (Instructional), Bicycles
(48), Vehicles for Technicians (3) 92
Total 3 1,500
Estimated Project Duration - 5 Years (FY 81-85)
Life-of-Project Funding % 1,800

Initial Year (FY 81) g 1,500
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DECISION PACKAGE: MINIMUM DECISION UNIT -~ USAID/MALAWI

DECISION PACKAGL NARRATTVE

The minimum FY 1981 level of 35.45 million provides incremental
funds for three projects which will be continuing from FY 80.
They represent the minimum contribution to pursuing the
agriculture and manpower development objectives which we

and the Government of Malawi have chosen as the primary
objectives for the AID program. These in turn reflect the
priorities of the GOM development program and receive reinforcing
support from other donors' inputs into these sectors.

Our first priority has been assigned to $2.5 million incremental
funding for the on-going Agricultural Research Project. (612-0202).
Malawi has neither the mineral resources nor immediate industrial
potential on which they can base a development strategy. There-
fore, they have selected an agriculturally based strategy to both
increase small farmer incomes and earn needed foreign exchange.
Since independence this has proven very successful; through an
agricultural sector lead, real growth has increased 7.5 percent
per vear, and Malawi is now self sufficient in basic food
production. Much of this development has come from putting

more land into production, and to a lesser extent through
increasing yields. To provide scientific basis for continued
increases in small farmer food production and diversification
into higher income generating cash crops, an adaptive agriculture
research project was started in FY 1979. The project is helping
to build the Ministry of Agriculture'’s research capability to
develop tested '‘packages' of agricultural inputs. The research
component is part of a National Rural Development Program which
provides the related components of a total agricultural system.
The FY 1981 funds would help move the research project from
planning into implementation with the first participants under-
going short and long term training and the installation and use
of the initial laboratory equipment for research stations. The
funds would also continue technical assistance from the University of
Florida in research organization, administration and actual field
trails. :

The second priority in the minimun package is $1.5 million

for the second year of incremental funding for the Polytechnic
Institute project (612-0201) which will begin in FY 80. As is

the case elsewhere in southern Africa, the lack of trained
manpower is considered to be the most significant constraint

on development. This is particularly true at this time in Malawi
regarding engineering manpower. As the SADAP report pointed out,
this lack is adversly affecting all Malawi development, but because
of Malawi's agricultural based development strategy, the agricul-
tural sector is suffering most. Also, recent manpower studies
indicate that less than 10% of the professional engineers and less than
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50% of engineering technicians practising in Malawi are Malawians.
In 1980, a project will be started to expand and improve the
institutional capability of the existing Polytechnic Institute
to produce engineering manpower at the certificate, diploma

and bachelor degree level. The Institute will train sufficient
engineering manpower to meet the needs of the expanding economy,
eventually replace expatriate engineers as well as feed students
into technical teaching positions. The FY 80 funding will cover
staff, testing of the curriculum for the expanded engineering
program, and training (U.S.) of key Malawians to assume major
posts at the Institute.

The third priority has been assigned to FY 81 incremental
funding of $1,450 million for the Manpower Development and
Training project (612-0206) which will be started in FY 80.

As noted above, the manpower constraint cuts across all sectors
and all levels. The Manpower Development Project will impact on the
middle level and administrative personnel in the development
Ministries and at the District level. This will result from a
series of in-country training programs directed towards the
upgrading and training of personnel in specific activities as
identified in coordination with the Ministries concerned. This
funding level would cover the staff to implement these training
programs and plan for future year activities.

As the Minimum level would be merely a continuation of prior

year activities with no new initiatives, it does not reflect the
tempo of the GOM's development program. Nor, does it reflect

the tempo of change in southern Africa and the larger U.S. contri-
butions to neighboring, smaller (some with one-tenth the population
of Malawi) countries. In terms of the GOM's request for both
capital and technical assistance, it is predictable that the GOM
will respond negatively to this level of support. This would be
particularly true in view of the fact that their development
strategy and objectives coincide with our Congressional Mandate.

Also in the minimum level is USDH staff needed to manage two
on-going projects for which prior year funds have been provided.
These are the Bunda Agriculture project (612-0054) which is
expanding the output of middle level agricultural workers needed
in Malawi's NRDP and the Rural Water Project (612-0207) which

is assisting commmities to install clean water supplies on a
self help basis.
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- DECISION PACKAGE: AAPL DECISION UNIT - USAID/MALAWI

DECISION PACKAGE NARRATIVE

The AAPL level of $13.0 million would provide full Life-of-Project
funding for two ongoing projects, Manpower Development and
Training and Malawi Polytechnic Institute, expansion of the
present Rural Water Project and the initiation of a new project

to support Rural Adult Education Centers.

In accordance with AID/W guidance, 33,990,000 would be programmed
to fully fund life-of-project costs of our fourth and sixth project
priorities, Manpower Development and Training and Malawi Polytechnic
Institute. This would assure funding for the technical assistance,
education and training teams needed to address the key engineering
and technical manpower constraints described in the minimum package
narrative. This would assure uninterrupted achievement of the
projects' purposes. The fifth priority project is an expansion

of the Rural Water Project (612-0207) which will be started in

FY 80. The $2.0 million FY 81 funds would expand the number of
water systems and commmities served. At the present cost per
person benefitted, approximately one-half million more people
would have access to clean water, improved health and better

living standards. Priority under this project is given to access
where the lack of potable water inhibits people from moving into
fertile but undeveloped land. In this regard the project comple-
ments the Agricultural Research project's purpose of increasing
agriculture production. It also complements the Polytechnic and
Manpower projects; engineering and technical outputs from these
projects are needed to implement the expanded Rural Water project.

The one new activity proposed for FY 81 is a Rural Adult Education
Centers project (612-0204). As noted above, various aspects of the
manpower constraint are being addressed in the minimumm package and
as higher priorities of this package. A major manpower problem not
yet being adequately addressed is the need for practical training
for adults and school leavers who are not equipped with the skills
needed for personal, community and national development. The UN
has funded the construction of 24 model schools in the 24 rural
districts of Malawi. This project would add a non-formal education
component to these schools, responsive to the skills and administra-
tive training needed for rural development.

No additional staff is presently programmed to manage the
AAPL portfolio inasmuch as only one new project is proposed and
it is in the present sector of concentration - manpower.
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DECISION UNIT - USAID/MALAWI
ATTACHMENT TO TABLE VIII A

NARRATIVE COMMENTARY

1mpact of PSC Restrirtions

The $2,200 budgeted for two PSC employees (a driver and cleaning/
miintenance person) is small but essential in providing support to AID
staff stationed in Malawi. This is particularly true in light of the
Ambassador's decision to keep USDH and FNDH MODE approvals at the minimum
levels even to the extent of cutting back on program expansion.

Impact of Travel Restrictions on Program Implementation

The high level of international operational travel for Malawi is directly
related to training, design and implementation activities implicit in the
start-up of a new AID Office and new project activities. New local and
U.S. employees must travel to third countries tor training or a trainer
with requisite knowledge must travel to Malawi to train them. With a
minimm MODE ceiling of -3 USDH, Malawi will be forced to call upon ocutside
help from AID/W and other Missions for both design and implementation
assistance. Obviously any material cut in operational travel funds will
severely hamper start-up of the Malawi program.

Assumed Inflation Rate and Exchange Rate Factors

U.S. direct hire salaries and benefits are based on pay rates effective
October, 1978. Per HB 2, App. 3 D instructions no adjustments have been
made for further general salary increases. An inflation factor of 10% per
year was applied in computing Foreign National employees basic pay and
benefits, international travel and transportaion costs, utilities and for
some supplles and materials or contractual services. No provision was
made in the budgets for FYs 80 and 81 for fluctuations of the Malawi Kwacha
to the U.S. dollar. During FY 79 the U.S. dollar fell in value but

future trends are unpredictable.

Significant Changes in Expense from FY 79 to FY 81

No meaningful comparison can be made between O.E. expenses in FY 79 and

FY 81. In FY 79 the Malawl program only started up in the second haif

of the year and was mamned only by an acting AAO on TDY. 1In FY 81 three
full time USDH statf and 2 full time FNDH staff are budgeted for the entire
year.

Operational Expenses Use to Support Program Funded Personnel

None 1s envisioned.

Measures to be Taken to Use Operating Expenses More Efficiently

It is expected that the Malawi AID staff will be supported by the Malawi
IEmbassy under a FAAS agreement. In negotiating the FAAS agreement care
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‘will be used to assure that AID O.E. Funds will be used with economy and
efficiency.

FAAS Agreement

During late 1979, it will be necessary to negotiate a FAAS support agreement
between AID and the State Department. In compiling this budget it was not
possible to determine which items will be supplied by the Embassy under the
FAAS Agreement and which items will be billed as direct charges against the

AID budget. For example provision has been made in the budget for renovation

and maintenance (Lines 33 and 45), utilities {Lines 32 and 44), supplies and
materials (Line 57) and Code 259 Contractual Services (Line 59), To the

extent that any of these items are included under the FAAS Agreement these
expense categories can be reduced.

636 {c) Regpirements

In FY 79, a specific request for FY 79 636 (¢) funds in the amount of §70,000
for construction of a second house for the Assistant Program Officer will be
submitted to AID/W in May 1979.

In FY 80, Table VIII A reflects $70,000 in 636 {(c) requirements. These
funds are required for construction of a third house for the General Develop-
ment Officer to be assigned in the fourth quarter of FY 80. If the house

is to be completed in time the request for 636 (c¢) funds will have to be
submitted and approved early in the fiscal year.

'R
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DECISION UNIT - USAID/MALAWI

SUPPORTING NARRATIVE ON POSITION REQUIREMENTS
- FY 79 AND FY 80 STAFFING REQUIREMENTS

- For FY 79, USAID has only one FNDH Secretary/Training
Assistant position. The AID program has been monitored by the
. DM of the American Embassy, managed by USAID/Swaziland and
supported by REDSO/EA staff. It has been decided to reinstate
a U.S. bilateral assistance program in FY 79. In mid FY 79,
an AID/W TDY officer plus a TDY Secretary were assigned to
initiate the establishment of an A.I.D. office as a section
of the Embassy.

For FY 80, three USDH positions and one new FNDH position
are requested. The USDH staff will be composed of: an AID Affairs
Officer (AAO), an Assistant Program Officer and a General Development
- Officer. The FNDH position will be a Financial-Management Liaison
Assistant. This staff will be required to manage a portfolio of
projects consisting of the terminating Bunda College project, the
~ ongoing Agricultural Research Project and four new projects, Health
Education, Rural Water, Malawi Polytechnic and Manpower Development
and Training. In addition, one new project will be in the design
stage. '

The choice of USDH positions, Assistant Program Officer
and General Development Officer, reflect the broad nature of
program activities and the very limited staffing positions
available. With projects in the agriculture/rural development/
nutrition, health, education and housing areas, two generalist
positions are preferable to technical specialist positions.
Technical, financial and economic services will be provided by
REDSO/EA and USAID/Swaziland.

While USAID/Malawi realizes that the worldwide FY 80
level of USDH and FNDH has been limited to the FY 79 level by
‘the administration, the determination to reinstate bilateral
assistance to Malawi, and the growing levels and complexities

of the Malawi program require at least a core of USDH and FNDH
staff. . .

FY 81 "Minimum Package" Staffing Requirements

At the "minimum package' level of $5.4 million and three
projects {one agriculture and two education) USAID/Malawi will
seek no additional USDH or FNDH personnel. Executive direction
functions will be carried out by the AID Affairs Officer. Program
operations will be carried out by the Assistant Program Officer.

x5



The General Development Officer will serve as project manager
and will be assisted by a FNDH Secretary/Training Assistant.
Basic finance/management work will be handled by the Embassy
administrative section with help from the AID Financial-
Management Liaison Assistant. Accounting/Controller support
will be provided by the East Africa Accounting Center in
Nairobi. Technical and economic support will be provided
by REDSO/EA and USAID/Swaziland.

FY 81 "AAPL Package' Staffing Requirements

Even though the "AAPL Package' contains five projects
with an FY 81 obligation of $12.9 million, no additional staff
is anticipated. The two additional projects will include the
on-going Rural Water and a new Rural Adult Education Centers.
The AAPL obligation level is achieved by life-of-project funding
three of the five projects. This heavy forward funding in
FY 81 implies a need to develop perhaps five new projects to
reach the FY 82 AAPL. This might be done by placing a heavy
reliance on REDSO/EA, USAID/Swaziland, AID/W and contractors.
Nevertheless, given the heavy workloads of these other AID
organizations, it appears doubtful that this will be a viable
solution in the long term. The USDH and FNDH are very low
given the size of the "AAPL package.'" AID must consider, given
the rapidly expanding AAPL levels for Malawi, whether it should
continue to manage an increasingly important program in this
manner.
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