2}

: '\l’ W

;-

PD-AAT-595
UNCLASSIFIED

| Annual Budget

Submission

FY 1988

Malawi

BEST AVAILABLE

June 1986

Agency for intemational Development
Washington, D.C.

UNCLASSIFIED



JMenustik
Cover


THIS BUDGET SUBMISSION HAS BEEN
PREPARED BY THE A.l.D. FIELD MISSION.

IT IS PREPARED ANNUALLY AND USED

FOR PLANNING PURPOSES IN THE FIELD
AND IN WASHINGTON.

IT DOES NOT REPRESENT
OFFICIAL AGENCY POLICY.



12.
13.
14,
15,
16.
17,
18.
19.

FY 1988 ANNUAL BUDGET SUBMISSION

Table of Contents

Transmittal Letter to AA/AFR, with USAID Investment
Strategy Matrix attached

Table I - Long Range Plan by Appropriation Account
Table III - Project Obligations by Appropriation Account
Table IV - Project Budget Data (1986-88)

AFR 1 - Management Units Required for Mission and
Project Administration

AFR 2 - Modifications to LOP and PACD

AFR 3 - Pipeline Review as of 3/31/86 (prepared by AID/W)

AFR 4 - Private and Voluntary Organization Activities

AFR 5 - Private Sector Activities '

AFR 6 - Centrally Funded Activities

New Project Narratives
-~ Multiple Assistance Schemes in Health (612-0226)
-- CIP for Private Enterprise Development (612-0229)

-- Human Resource § Institutional Development (612-0230)
Table V - Priority Ranking of FY 88 Projects

Local Currency Use Plan

Table VI - Host Government Local Currency Expenditures
Table VII - Evaluation Plan

Table VIII - Operating Expense Summary

Operating Expense Narrative

USAID/Malawi Organizational Chart

Table VIII (a) - Information on U.S. PSC Costs

7-9

10
11

13
14
15

16-19
20-24
25-28
29

30-31
32-33
34-35
36-~41
42-43
44

45



20.
21.

22.
23.
24,

25.
26.
27.
28,
29.

30.
31.

Table VIII (b) - Code 25 Detail

Narrative and Table VIII (c) - Obligations for Acquisitien,
Operation and Use of
Information Technology
Systems

Table VIII (d) - Information of U.S. Direct Hire Staffing

Table VIII (e) - Information on IDI Staffing

Table VIII (f)

Information on Foreign and Third Country
National Staffing

Table VIII (g) - Information on Part Time Staffing
Table XI - PL 480 Title I/III Requirements

Table XII - PL 480 Title I/III Supply and Distribution
Table XIII - PL 480 Title II Requirements

Update on AID-financed Research Activities

612-0214: Rural Enterprise § Agrobusiness Development

612-0215: Malawi Agricultural Research and Extension

698-0421: Combatting Childhood Communicable Diseases
-- S§T/PRE: Entrepreneurship Workshop Research
Privatization Plan Narrative

AMDP III Country Training Plan

ii

Pages

46

47-50
51-52
53

54
55
56
57
58

59-60
61-62
63-64
65-66
67-69
70-71



UNITED STATES OF AMERICA
AGENCY FOR INTERNATIONAL DEVELOPMENT

P.O. Box 30435 LILONGWE 3, MALAWI
TEL: 731632 NICO HOUSE
731093 SECOND FLOOR _

June 10, 1986

Mr. Mark L. Edelman

Assistant Administrator

Bureau for Africa

Room 6936

Agency for International Development
Washington, D.C, 20523

Dear Mark:

I am pleased to submit to you USAID/Malawi's Annual Budget Submission for
Fiscal Year 1988, This letter is meant to convey the overall strategy
perspective within which this ABS was conceived and should therefore be
incorporated in and published as a part of the ABS document., We are
excited about the four new projects put forward to advance the Mission's
strategy. With the addition of two American direct hire positions and
filling vacant posts during this past year, I believe we have the
necessary staff to effectively implement our program.

The goal of American assistance to Malawi is to contribute to the
improvement of national economic growth and the enhancement of social and
economic well-being. The Mission's strategy is focused on four major
development problems which impede sustained growth:

1. low smallholder agriculture productivity, limited rural income and
off-farm employment opportunities;

2. critical shortage of financial resources, both foreign and domestic;

3. overall poor rural health standards, especially among children, and
high population growth rate; and

4. insufficient technical, development planning, analytical and
management capacities in both the public and private sectors.

The nature of these problems requires a cross-sectoral investment
approach to achieve our program goal. Consequently, the portfolio of
second generation programs and projects which we are designing are
intended to simultaneously address a number of these "strategic
targets." Moreover, they are highly complementary and, in some
instances, interdependent. For example, improving smallholder
productivity is constrained by extremely poor health standards and would
be ultimately undermined by rapid population growth. Or, if crop
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diversification is to be truly successful in increasing rural income and
foreign exchange, there must be the wherewithal to market production. A
final example, as critically needed financial resources are generated
internally or provided from abroad there must be adequate public and
private sector technical, analytical and management capacities to plan
and execute economic and social development programs.

The attached matrix provides a schematic overview of USAID's investment
strategy: the major development problems upon which our program is
focused; the major causes of these problems; the current and proposed
AID-flnanced interventions; and the Mission's key medium- range and
long-term objectives.

The Government of Malawi has laid a sound policy foundation for future
economic growth., Nonetheless, because of the extreme state of
underdevelopment from which Malawi began at independence in 1964, its
fragile landlocked agricultural-based economy, adverse terms of trade,
and heavy foreign debt burden, Malawi will continue to need massive
amounts of external aid. At the Janmuary 1986 Consultative Group meeting,
it was agreed that growth can be sustained only if at least $145 million
in additional concessional aid, primarily quick disbursing non-project
assistance, is forthcoming durlng the next five years.

USAID/Malawi plans to maximize the use of non-project assistance to
tackle the development problems upon which the Mission's strategy is
focused. The Mission has opted for this assistance mechanism for several
reasons. First, there is a well established need for balance of payments
assistance to Malawi to meet a severe foreign exchange resource gap.
Second, the GOM has a good reputation for effective administrative and
financial controls which assure efficient use of donor assistance.
However, with some 200 development projects, financed by 50 different
donors, each with its own set of rules, regulations, procedures and
conditions, the GOM's planning and management systems are already
overburdened. The non-project assistance mode will permit the Mission to
work with the GOM on program planning, monitoring and policy issues.
Third, many of the development problems that USAID/Malawi's strategy aims
to address can be eased with the use of local currency resources, much of
which can be marshalled from the private sector. Consequently, the
generation and utilization of local currency is an integral part of our
strategy of employing the non-project assistance approach.

We are streamlining our investment portfolio and making it more
manageable and strategically concentrated. During the next two years,
eight bilateral projects will be coming to an end. Among the four new
initiatives proposed for FY 87 and FY 88 are: an ESF-financed cash
transfer program; a D.A.-financed private sector CIP; a D.A.-financed



health sector program; and an umbrella technical assistance and training
project. The PAAD for the second African Economic Policy Reform Program,
aimed at public sector divestiture, is now being developed; although
programmed as an FY 87 start it should be ready as a shelf item should FY
86 funds become availablie. I believe the New Project Narratives for the
other three investments clearly describe how they cross-sectorally attack
a number of our strategic targets and are highly complementary.

Of personal interest to you will probably be our intention to expand the
gravity-fed rural piped water supply program as part of a multiple
assistance scheme in the health field. Our final decision to move ahead
with continued support for this program is based upon the very
encouraging results of the WASH evaluation conducted in May.

I would like to highlight one significant programming change. In last
year's ABS we had proposed a major family planning project ($6 million).
We have now concluded that, at the the present time there is no scope or
demand for a major family planning project of the magnitude ($6 million)
proposed in last year's ABS. There has been progress, however, and AID,
through our Howard Project and centrally funded %FPIA) commodity supply
program, remains active in child spacing.” We plan to continue our
dialogue with the GOM on the need to further expand child spacing
services and will build into our new health sector assistance program the
flexibility to respond quickly to increasing demands for child spacing
services.

In conclusion, I think that we have made great strides during the last
year in strengthening our program portfolio management and administrative
operations. I believe we have the appropriate staff mix and requisite
skills to move forward in implementing USAID's strategy.

I would be interested in receiving your reaction and thoughts on the
program directions we are charting in USAID/Malawi. The staff and I send
our fondest regards to you.

Sincerely,

g

John F, Hicks
Mission Director

cc: DAA/AFR/ESA E.L. Saiers
AAA/AFR/DP J. Patterson
AFR/SA R. Carlson

Encls: FY 88 ABS
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FY 1988 ANNUAL BUDGET SUBMISSION
TABLE I - LONG RANGE PLAN BY APPROPRIATION ACCOUNT ($000)
COUNTRY: MALAWI

FY 1985 FY 1986  --FY 1987-- FY 1988 -w--- PLANNING PERIOD--~--
ACTUAL ESTIMATE CP ESTIMATE AAPL 1989 1990 1991 1992

AGRICULTURE, RURAL DEVELOPMENT AND NUTRITION

TOTAL 4200 6100 3220 6220 6000 7000 8000 10000 11000
GRANTS 4200 6100 3220 6220 6000 7000 8000 10000 11000
LOANS - - - - - - - - -
POPULATION PLANNING
TOTAL 1000 880 3000 1000 500 500 500 1000 1000
GRANTS 1000 880 3000 1000 500 500 . 300 1000 1000
(AID/W PROCUREMENT) ( 100)  ( 100) ( 100) ( 150) ( 150) (150) (150) (200)
HEALTH
TOTAL 2000 1920 3000 1500 3000 3000 3000 2000 1000
GRANTS 2000 1920 3000 1500 3000 3000 3000 2000 1000
LOANS - - - - - - - - -
EDUCATION .
TOTAL - - - - 500 1500 1500 500 - 1000
GRANTS - . - 500 1500 1500 500 - 1000
SELECTED DEVELOPMENT ACTIVITIES
TOTAL 2500 300 - - - - - - -
GRANTS 2500 300 - - - - - - -
LOANS - - - - - - - . .
TOTAL DA ACCOUNT 9700 9200 9220 9220 11000 12000 12000 13000 14000
GRANTS 9700 9200 9220 9220 11000 12000 12000 13000 14000
LOANS - - - - - - - - -
ECONOMIC SUPPORT FUND
TOTAL 15000 - - 15500 - - - - -
GRANTS 15000 - - 15500 - - - - -
LOANS - - - - - - - - -
DA AND ESF TOTAL
TOTAL 24700 9220 9220 24720 11000 12000 12000 13000 14000
GRANTS 24700 9220 9220 24720 11000 12000 12000 13000 14000
LOANS - - - - - - - - -
PL 480 (====) (e==)(===)(=m=)  (=mm=) (===2) (e=ee) (meem)  (-=e0)
TITLE 1 - - - - - - - -
TITLE II - - - - - - . -
TITLE III - - - . - - - -
5
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FY 1988 ANNUAL BUDGET SUBMISSION
TABLE III - PROJECT OBLIGATIONS BY APPROPRIATION ($000)
COUNTRY: MALAWI

N A R A S e AR A B S S R ek Y R A AN e e Me T mn o R M e e S m wm A = S A =R R L T MR NN G A MR Sv = T M e AR B e e A e S Am e e UR A wm R m a eb

APPROPRIATION ACCOUNT FY 86 FY 87 FY 88
PROJECT NO. TITLE L/G  ESTIMATE ESTIMATE AAPL

Agriculture, Rural Development and Nutrition

612-0214 Rural Enterprise § Agrobusiness Dev. G - 500 -——-
612-0215 Malawi Ag. Research and Extension G 6100 3220 2000
612-0229 CIP for Private Enterprise Development G === ---- 4000
612-0230 Human Resource § Institutional Dev. G ---- 2500 ——--
Appropriation Total 6100 6220 6000
Grants 6100 6220 6000
Loans - ---- ----
Population Planning
612-0211 Health Institutions Development G 880 1000 -———-
612-0226 Multiple Assistance Schemes in Health G m——- - 500
Appropriation Total 880 1000 500
Grants 880 1000 500
Loans ---- ---- ~-—-
Health : ‘
612-0211 Health Institutions Development G 1920 1000 ~—=-
612-0226 Multiple Assistance Schemes in Health G - ---- 2500
612-0230 Human Resource § Institutional Dev. G -—— 500 500
Appropriation Total 1920 1500 3000
Grants 1920 1500 - 3000
Loans - -——— -——
Education
612-0230 Human Resource & Institutional Dev. G ---- 500 1500
Appropriation Total ---- 500 1500
Grants -——- 500 1500
Loans -=-- ---- --=-
Selected Development Activities
612-0218 Commercial Transport G 300 -—-- ———-
Appropriation Total 300 -m—- m——-
Grants 300 ~=—- -
Loans - ---- ———-
Economic Support Fund
612-0227 ADMARC Divestiture and Restructuring G -——- 15500 -—--
Appropriation Total ---- 15500 -—--
) Grants ---- 15500 -——-
Loans ---- .- ——--
DA and ESF Account Total 9200 24720 11000
Grants 9200 24720 11000
Loans -——- ---- ----
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FY 1988 ABS - NEN PROJECT NARRATIVE
MULTIPLE ASSISTANCE SCHEMES IN HEALTH
(612-0226)

Major Development Problems

Given its extreme state of underdevelopment at independence in 1964,
Malawi has made remarkable economic and social progress. The Governmeat
has demonstrated its willingness to pursue prudent policies and its
ability to effectively utilize aid. Nonetheless, the agricultural-based
economy is fragile and Malawi continues to rank as one of the poorest
countries in the world.

The Government has laid a sound policy foundation for future eccnomic
growth. However, the combination of transport problems, adverse terms of
trade and heavy foreign debt burden will continue to exert significant
direct pressure on the balance of payments. At the January 1986
Consultative Group meeting on Malawi, it was agreed that growth can be
sustained only if at least $145 m11110n in concessional assistance, above
that already anticipated, is forthcoming during the next five years,
Furthermore, it was agreed that such assistance should be fast d1sbur51ng
so as provide balance of payments relief and local currency required for
development investments.

Overall health standards have improved since independence but the sector
is still sorely in need of capital investment and recurrent expenditure
support. Rural health and sanitation standards are poor, child mertality
is high (IMR is estimated at 150 and under-fives mortality rate at 215)
and population growth rate high (3.2%). There is a need to expand and
upgrade rural health and family planning services, to provide community
training in nutrition and sanitation, and to increase the availability of
potable water to the rural population.

Program Purpose and Its Relationship to USAID's Strategy

Over its six year life, this $11.0 million sector program will provide
assistance to a number of schemes designed to improve overall rural
health standards and to slow the population growth rate.

This program is a critical component of the Mission's strategy. It wiil
help resolve several of the four major problesms our strategy is
addressing.

Problem #1: high population growth rates, low child survival rates
and overal poor rural health standards.

T
Assistance: strengthening of public and private sector prevision of

preventive health care and MCH/FP services, the provision of petable
water, and community training in mutrition and sanitation.
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Problem #2: insufficient technical capacities in both public and
private sectors.

Assistance: in-service training of health and family planning
personnel from the public and private sectors.

Problem #3: critical shortage of financial resources, both foreign
omestic.

Assistance: the sector program approach will provide critically
needed foreign exchange, while the local currencies will finance
capital investments and some recurrent costs. Moreover, the
strengthening of private sector health and family planning service
delivery capacities will reduce the national government's outlay
requirements.

Preliminary Program Description

The Government of Malawi has effective administrative and financial
management controls which encourage the efficient use of aid. The
bureaucracy, however, is relatively small. With 50 different donors
active in some 200 development projects, each with its own set of rules,
regulations, procedures and conditions, the GOM systems are heavily taxed
and on the verge of being overloaded. For this reason and because of the
critical need for foreign exchange, the Mission has proposed a
DA-financed, non-project assistance grant.

The basis for release of foreign exchange resources will be the
presentation of annual plans, satisfactory to AID, to strengthen rural
health and family planning services, to provide community training in
sanitation and nutrition and to extend potable water.

The Mission anticipates that annual local currency equivalent
expenditures would be on the following order over the six-year life of
program:

- rural piped water scheme construction,
and accompanying community training in
sanitation and nutrition $1, 000, 000

- in-service training of public and
private sector health and family planning
personnel _ 300,000

- expansion of the Private Hospital Association
of Malawi's(PHAM) programs in preventive
health and MCH/FP 500,000

- family planning commodity system management and
distribution 35,000
(centrally procured family planning commodities
and equipment is valued at an additional
$150,000-200,000 per annum)
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An impact evaluation of the Self-Help Rural Water Supply Project
(612-0207) was recently conducted. The team concluded that the project
was an "excellent example of the overall development success that can be
achieved through the proper integration of water supply, hygiene
education and sanitation." They identified additional schemes which
could provide 650,000 rural people with potable water. This component
fosters community participation, has very low recurrent cost implications
and makes a real contribution to improving rural health standards.
Component: $6 million,

Under the current Health Institutions Development project {612-0211),
health and family planning services delivery is being strengthened
through in-service training of Government personnel. Under this program,
local currencies would be used to continue training of Medical
Assistants, Health Assistants, Nurse Midwives and Community Health Nurses
in primary health care and family planning; the training will be extended
to private sector health personnel as well.

Component: $1.8 million.

The Private Hospital Association of Malawi is the coordinating agency for
non-governmental health facilities and service outreach programs. The
associated institutions serve the rural population and generally work on
a fee-for-service basis. Support to PHAM for facility construction or
upgrading will expand rural health and family planning service coverage
without increasing the Government's recurrent cost burden.

Component: $3.0 million. '

The policy constraints to the expansion of family planning services and
information are fading and the institutional constraints are being
addressed in a variety of ways through donor assistance to the
Government's medium and long term primary health care programs. Other
principal donors are UNFPA, the World Bank and several AID-financed
intermediaries, including FPIA, JHPIEGO and DDD/Westinghouse. USAID's
proposed sector approach gives the flexibility to accelerate our
assistance to family planning as political receptivity continues to
expand and institutional capabilities increase. We are providing here
funds to support the commodities distribution system, Our expectation is
that centrally funded projects will continue to provide contraceptives
and other essential equipment for service providers.

Component (excluding central procurement): $200,000. (Centrally procured
family planning commodities and equipment are estimated to be an
additional $1.0 million over the life of program).

The activities proposed herein require only local currency support and
are within the institutional capacity of the GOM and PHAM to execute,
Any short-term technical assistance required and all complementary
off-shore training will be funded under the foreign exchange umbrella of
the new Human Resource and Institutional Development Project (612-0230).

Again, this program is designed to provide a fast-disbursement mechanism
for critically needed FX. The Mission will be very involved in the
programming of all local currencies generated. From experience, we are

18



confident that the GOM will be able to properly manage local currency
generations. We plan on negotiating with the GOM to set aside 1% of the
local currencies for an A.I.D. Trust Fund.

The proposed program assistance mode will allow Mission personnel to
concentrate less on administrative functions and procedures and focus
instead on more important program planning, monitoring and policy
issues. Management responsibility will reside with the USDH Health and
Population Officer and HCN H § P Assistant.

Policy Factors

The proposed program of Multiple Assistance Schemes in Health is fully
consistent with Agency policies. Training, to strengthen institutional
capacities in health and family planning services delivery, is directed
at both public and private sector personnel. Infrastructure development
support is being provided only to the private sector so as to expand
rural service coverage without increasing the Government's recurrent cost
burden. Finally, the expansion of gravity-fed rural water supply systems
is a simple technology involving significant community participation in
the construction and maintenance and has very low recurrent costs which
can be borne by the Government.

Design Schedule

The development of a PID during the third quarter of FY 87 will build on
several pieces of work. In the course of the recent impact evaluation of
the Rural Water Supply Project, the team initially identified additional
schemes to expand on this successful project. A National Water Plan is
due to be completed in late 1986. The principal issue to be dealt with
on the rural water component of this program is the delivery cost per
capita implications of moving into less densely populated areas.

A mid-term evaluation of the Health Institutions Development project, to
be conducted in mid FY 87, will assess the relevance and
cost-effectiveness of the in-service training programs for Government
health and family planning service providers. The lessons learned will
be factored into the design of the training component of this new sector
program. A possible issue may be the extension of training to provide
sector health and family planning service providers and the expansion of
non-governmental health facilities, although to date there has been good
cooperation between PHAM and the Government.

The major issue concerning program design is the speed at which family
planning services can be expanded, given current attitudinal and
institutional constraints. The Mission will continue to press the GOM on
the need for move ahead on this front. The new program design should
provide the flexibility to respond quickly as the demand for family
planning services increases.

We would expect to complete the PP during the first quarter of FY 88 and
authorize it in the field. The initial obligation of funds ($3,000,000)
would be mid-FY 88.
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FY 1988 ABS - NEW PROJECT NARRATIVE
CIP FOR PRIVATE ENTERPRISE DEVELOPMENT
(612-0229)

Introduction

When Malawi achieved its independence in 1964, it was a poor, small,
landlocked and fiscally bankrupt country which was devoid of any
significant mineral resources. It had only about 200 kilometers of
single lane paved roads, 33 college graduates and no indigenous
entrepreneurial class, The large and medium scaled private business that
existed was in the hands of the Asian and European communities.

Given the paucity of resources at independence, few expected Malawi to
register the development achievements accomplished in its first two
decades. Between 1964 and 1982 per capita income grew an average of 2.9
percent per year. This was six times the average growth rate of poor,
small landlocked countries. Malawi was one of only three sub-Saharan
African countries to exceed a four percent annual growth rate in
agricultural output during the 1970's,

Malawi's development strategy has been characterized by two main
objectives, both of which have emphasized reliance on free market forces
for development. The first has been the development of peasant and
estate agriculture and the second the expansion of the non-agricultural
economy. Agricultural growth was achieved by creating and maintaining an
incentive environment which was conducive to the growth and expansion of
agricultural production. Industrial and commercial development was
accomplished by channelling domestic savings, the domestic and foreign
exchange proceeds from the sale of agricultural commodities, and foreign
investment into the economy. Three large holding companies established
by the Government were the primary vehicles through which these
investments in indigenous private industry were made. These were Press
Holdings Limited, Malawi Development Corporation (MDC), and the
Agricultural Development and Marketing Corporation (ADMARC).

This partnership between the public and private sector worked well as
long as investment and economic policy decisions were made on the basis
of profitability and financial and economic feasibility. However, in the
late 1970's, these decisions were increasingly motivated by political
considerations. Thus, when the economy was hit by a series of external
shocks caused by the world-wide recession, loss of transportation routes
through Mozambique, higher petroleum prices and drought, gross domestic
product deciined sharply. Initially, the Government attempted to deal
with this economic crisis by external borrowing.

Although the decline had been triggered by exogenous forces, its roots
were firmly embedded in fundamental structural problems within the
economy which had to be addressed if long-run economic growth was to
resume. To overcome these weaknesses, the Government embarked on a
structural adjustment program in the early 1980's with the support of the
World Bank and IMF, later jointed by AID. This program focuses on:
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- Decreasing the involvement and reliance on parastatal
organizations in agriculture, industry and commerce;

- Strengthening the management and operations of a
smaller and better defined parastatal sector;

- Removal of price controls;

- Containing and limiting the growth of the public sector;

- Diversification of agricultural production and

increased participation of the private sector

in agricultural marketing; and

Removal of subsidies.

Although these reforms will have the overall effect of increasing the
operation and function of free market forces in the economy and should
stimulate the availability of capital resources for investment, they do
not address directly and fully the growing problem of inadequate
employment opportunities in Malawi.

Major Development Problems

Expansion of employment opportunities in the future depends on the
creation of jobs in the nonagricultural sector. Since most available
arable land is already under cultivation, growth in agriculture will be a
function of increased agricultural productivity and diversification.

Even though this will expand agricultural income, it is unlikely to be
accompanied by a major growth in on-farm employment. Employment growth
will increasingly depend on directing resources into the development of
small and medium scale enterprises through a reasonably wide geographic
distribution of investments.

Between 1979 and 1982, a number of institutions were established to
stimulate and promote small and medium scale enterprise development.
These included the Investment and Development Bank (INDEBANK) and its
subsidiary the Investment Development Fund (INDEFUND), the Small
Enterprise Development Organization of Malawi (SEDOM), the Development of
Malawian Traders' Trust (DEMATT) and the Malawi Union of Savings and
Credit Cooperative Organizations (MUSCCO). These institutions provide
credit and business advisory services to small and medium scale
enterprises.

Each of these organizations suffer from a common set of problems. These
are:

Inadequate sources of investment capital on favorable

terms and conditions;

Relatively high administrative/operational cost per loan;
Limited geographic coverage or outreach to supply credit

and business advisory services;

Weak or thin managerial, administrative and financial staff; and
“Unclear or poorly defined Government policy toward small

and medium scale enterprise development.

*

Recognizing these problems, USAID/Malawi launched the Rural Enterprises
~ and Agrobusiness Development Institutions Project (READI) in FY 1984,
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READI was designed as a $5.1 million four year pilot project whose
experience and lessons would lay the foundation for broader AID and other
donor support. This proposed FY 1988 CIP for Private Enterprise
Development program will build on this foundation.

Relationship to USAID Strategy

This new program focuses on three elements of USAID's strategy. The
first is increasing disposable income and employment opportunities. The
potential for expanding on-farm employment is limited. Although
increased agricultural productivity and diversification will prove to be
an important engine of growth, it will not be a source of significant
expansion in employment., Therefore, USAID's program in agriculture needs
to be complemented by activities to promote off-farm employment
generation. The second is expanding the availability of financial
resources for development through an infusion of foreign exchange. This
is critically important to the success of Malawi's structural adjustment
program which depends on attracting additional foreign exchange resources
to meet its resource gap. The third is USAID's efforts toward increased
reliance on the private sector as a major source of economic growth.

Both the foreign exchange and local currency generations from this new
program are directed toward the private sector.

Program Purpose

This $16 million six-year program has three purposes. The first is to
increase the availability of foreign exchange resources to the private
sector to stimulate investment and economic growth. The second is to
promote the development and expansion of small and medium scale
enterprises to generate income and employment opportunities in rural and
urban areas. The third is to stimulate intra-regional trade to establish
a better basis for sustained growth within Malawi and the region.

A CIP mechanism, using AID Geographic Code 941 countries as eligible
sources, will be utilized to supply the foreign exchange to the private
sector. This mechanism was selected because of its dual impact and
multiplier effect. First, foreign exchange will go to private sector
importers of raw materials, equipment and supplies. Second, for the
foreign exchange, the importers will be required to put up Malawi Kwacha
resources. These local currency generations will be channelled back into
the financing of small and medium scale enterprise development. Thus,
this mechanism taps private sector liquidity, mostly among larger fimms,
to expand domestic capital resources for the expansion of smaller sized
ones. The use of code 941 countries as eligible sources for the CIP also
promotes trade within the Southern and Eastern Africa region.

Program Description

The program will focus on five major constraints to SME development.
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1. Expansion of Credit:. The equivalent of US$12 million in local
currency will be made available to the private sector for
industrial and commercial loans through the following
intermediate credit institutions: INDEBANK, INDEFUND, SEDOM and
MUSCCO. While most will go toward small and medium scale
businesses, some credit will be available for larger labor
intensive enterprises.

2. Advisory Services: The equivalent of US$2.5 million will
support the development of efficient and cost-recoverable
business advisory services., The institutions to benefit from
these resources will be INDEBANK, INDEFUND, SEDOM, DEMATT and
MuScco.

3. Improved Administration and Management: The equivalent of
1.5 million in local currency will be used to finance
in-country training in finance, administration and management.
Any requirements for foreign exchange to cover participant
training and technical assistance will be met through the new FY
1987 Human Resources and Institutional Development Project.

4, BPBroader Geographic Distribution of Credit and Advisory
Services: At present it is more cost-ettective to provide
credit and advisory services to businesses located in or near
the major urban centers of Malawi. Local currency resources
from the above three areas will be utilized to develop more
efficient and cost-recoverable ways of expanding credit and
advisory services to broaden their geographical distribution.
This is likely to involve the establishment of mechanisms
whereby loans with lower administrative/management overhead
underwrite the additional cost of providing loans with higher
administrative/management overhead.

5. Improved Policy Environment: With the progress made in this
areas tnrough the READI project, there should be in place a more
clearly defined Government of Malawi policy for small and medium
scale enterprise development. READI will be also instructive in
identifying more efficient and effective ways for the Government
to on-lend resources to intermediate credit institutions such as
INDEBANK, INDEFUND, SED(M and MUSCCO. These will be applied in
the utilization of the resources available through this new
program,

AID resources for financing this program will be made available according
to the following obligation schedule:

FY 1988 $ 4.0 million
FY 1989 $ 4.0 million
FY 1990 $ 4.0 million
FY 1961 $ 4.0 million
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Management responsibilities for this program will be entrusted to the
Program Planning and Implementation Divisiom within the Mission. Since
the program is a natural outgrowth of the READI project and is designed
to simplify USAID and Government of Malawi management and monitoring
requirements, the program will not require any additional staff for
implementation.

Design Schedule and Issues

The PID for this program will be completed in the third quarter of FY
1987, The PP will be finished and authorized during the first quarter of
FY 1988. Initial obligation is anticipated in second quarter FY 1988.
There are three major issues which must be addressed during the design
stage. The first is the amount of liquidity available in the private
sector. Presently, the supply of foreign exchange resources for the
private sector is considerably less than the demand for them.
Furthermore, the absence of foreign exchange appears to be an important
constraint on full utilization and expansion of industrial capacity.
USAID proposes in the next year to undertake a study to determine more
accurately the extent of liquidity and foreign exchange demand in the
private sector,

The second is the use of AID's Geographic Code 941 for the CIP
mechanism. The Mission has done a preliminary analysis of Malawi's
imports from industrial and developing countries. Although the largest
sources of imports are from the United Kingdom and the Republic of South
Africa, other major sources include Kenya, Zimbabwe and Zambia. The
annual level of these imports between 1980 and mid-1985 greatly exceed
the amount to be obligated annually through the CIP. The Mission does
plan to undertake a more comprehensive analysis of these disaggregated
trade flows to identify specific product categories.

The third surrounds the procedures and criteria for making and monitoring
foreign exchange allocations and the utilization of local currency. It
is important that the CIP foreign exchange be allocated efficiently and
utilized to expand or make fuller use of industrial capacity. Therefore,
the criteria for allocation will attempt to emphasize the importation of
intermediate goods which enchance Malawi's industrial capacity. With
respect to local currency, procedures will be utilized to insure quick
and efficient allocation of these resources for agreed program purposes.
Special emphasis will be placed on monitoring, tracking and reallocating
local currencies which are not being utilized in a timely manner.

The Mission intends to negotiate with the Government of Malawi the
establishment of a Trust Fund in the amount of 1 percent of the local
currency generations. These funds will be used to meet some of the
operational costs of the Mission.
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FY 1988 ABS - NEW PROJECT NARRATIVE
HUMAN RESOURCES AND INSTITUTIONAL DEVELOPMENT PROJECT
(612-0230)

Major Development Problems

Historically, Malawi has followed a cautious human resocurces development
policy. This policy has placed a priority on the avoidance of an
oversupply of professional, technical and skilled manpower, Thus,
Malawi's policy has emphasized minimizing the likelihood of educated
unemployment and underemployment. The result has been considerable
reliance on expatriate personnel to fill critical manpower gaps in the
fields of administration/management, medicine and health sciences,
finance and accounting, and engineering and technology. Expatriate
personnel are concentrated in these fields in both the private and public
sectors with the greatest problem centered in the private sector.

Another dimension of this problem is a fragile institutional capacity to
manage and implement donor financed development projects. Malawi has
approximately 200 donor projects involving 50 donors. At least a quarter
of these projects are in the agricultural sector. Complicating the
implementation of these projects are the various conditions, rules,
regulations and other requirements which each donor attaches to its
projects. Faced with a thin indigenous institutional capacity, donors
have increasingly relied upon expatriate staff to assist in project
management and implementation. While this may speed up project
implementation, it erodes institutional capacity by removing or
side-stepping local direct control, responsibility and accountability.

The severity of these manpower and institutional problems has been
lessened in the first half of the 1980's by slower rates of economic
growth, However, the problems will be exacerbated with the resumption of
growth.

* Relationship to USAID's Strategy

The Mission's development strategy addresses four major problems. The
first is the low level of agricultural productivity among smallholders
and the lack of off-farm employment opportunities. The second is the
critical shortage of domestic and foreign financial resources. The third
is the high rates of population growth and morbidity and mortality,
especially among children. The fourth is insufficient and inadequate
planning, analytical, managerial and technical capacities in the private
and public sectors. All of these problem areas are affected by
inadequate and insufficient human resources and institutional capacity to
resolve them. These interrelationships call for a more systematic and
integrated approach to address them as is being proposed in this project.

25



Project Purpose

This $15 million eight year project has three complementary purposes.

The first is the establishment of a stronger and more efficient
indigenous human resources and institutional capacity in the public and
private sectors to plan, manage, utilize and implement Malawi's economic
and social development programs. This involves concentrating on critical
institutional and organizational bottlenecks and weaknesses caused by
inadequate and insufficient skilled and experienced personnel. The
second is the qualitative and quantitative expansion in the capacity of
Malawi's post-secondary degree and nondegree training institutions to
increase the supply of qualified managerial, professional and technical
manpower. The third is to streamline and rationalize the provision of
technical assistance and participant training wtihin the Mission's
bilateral program. At the present time, each Mission project has its own
participant training and technical assistance components. As a
consequence, considerable financial resources and Mission management time
go into administration of these components. By concentrating these
components in a single umbrella project, the Mission will be able to
realize economies of scale through a reduction in the administrative cost
and management time per month of technical assistance and participant
training.

Preliminary Project Description

The $15 million will be utilized as follows to enable greater Malawian
participation in overall development. The main components financed by
the project will be participant training and technical assistance as well
as the administrative cost associated with the provision of these inputs.

1. Organizational units within the public and private sector which have
a direct or important indirect 1link to the Mission's program and
strategy will be assisted. In the public sector, this is likely to
involve support to ministerial planning and implementation divisions
to improve the unit's overall capacity to carry out their
responsibilities. In the private sector, this may involve
strengthening the managerial and administrative ability of credit/
financial institutions to serve the requirements of small and medium
scale enterprise development. Whether public or private sector, the
approach will be to focus on human resources constraints of key
organizational units as a whole. That is, instead of looking at an
individual's needs for training, the emphasis will be on the
organizational units requirements to enhance its effectiveness as an
institution. (Estimated $7.0 million).

2. In the past, Malawi has relied heavily on external training to
address its higher level manpower requirements. This project will
finance the development of local post-secondary institutional
training capacity. Priority will be given to those areas of
training which most directly impact on the attainment of the
Mission's strategic objectives. The project will work primarily
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with existing degree and nondegree awarding institutions to
strengthen their own staff training capabilities., This will involve
upgrading of existing staff and the training of new staff,
(Estimated $4.0 million).

3. The bulk of the project's resources will be devoted to the first two
areas above. However, a small share of the resources will be
utilized to overcome specific human resources bottlenecks which may
arise during the course of program implementation. Thus, the
project will contain the flexibility to respond to these
requirements in an efficient and timely manner. (Estimated $2.0
million),

4. The project will finance a core contract to provide participant
training and technical assistance services to the Mission's
bilateral program. (Estimated $2.0 million).

Although an eight year project, it will be fully funded during the first
five years as follows:

FY 1987 $ 3.5 million
FY 1988 $ 2.0 million
FY 1989 $ 3.965 million
FY 1990 $ 5.0 million
FY 1991 $ 0.535 million
TOTAL $15.0 millien

Management responsibilities for the project and the contract will reside
in the Program Planning and Implementation Division. Since the project
will consolidate and simplify the provision of technical assistance and
participant training, the Mission envisages no need for additional staff
to manage and monitor it.

Relationship to Other Donor Activities

The major donor providing training and technical resources to Malawi is
Britain. With this project, AID will become the second largest source of
this form of assistance. However, the project will depart from the
British program in two important respects. First, the British training
program largely consists of scholarships for young people to pursue a
first degree or second degree immediately after graduation. The AID
project will concentrate on training of individuals with prior work
experience and on organizational requirements as opposed to individual
requirements, Second, the technical assistance will largely be to
strengthen incountry training and institutional capacity. Although there
may be the need to provide technical assistance to fill line-positions in
the public or the private sector, this will be the exception rather than
the rule. The emphasis will be on technical assistance to improve the
skills and experience of Malawian personnel, not to substitute for them.
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Policy Factors

The Project is consistent with the attainment of both Mission and AID
strategic objectives. First, it focuses on the four major problem areas
identified in USAID/Malawi's strategy. Second, it addresses the critical
need for human resources institutional development emphasized in overall
Agency policy guidance, Third, it is designed to simplify and
rationalize project and program management by concentrating the provision
of technical assistance and participant training into a single project.
Fourth, the project supports current efforts within the Malawi Government
to give increased attention to the development of Malawi's human
resources,

The Government of Malawi has recently established a Central Advisory
Training Board consisting of representatives from both the private and
public sectors. This board is charged with the development of national
manpower training policy. Also, the Government of Malawi will be
undertaking during the next year a national manpower survey, with likely
financing coming from the International Labour Organization (ILO). The
last manpower survey was undertaken in 1979,

Design Schedules

The PID for this project will be developed in the second quarter of FY
1987. During the first quarter of FY 1987, the Mission plans to
undertake an assessment of the human resources institutional requirements
within the key problem areas and the local capacity to address them.

This assessment will form the basis for the PID and PP design. Also the
Government of Malawi anticipates the issuance later this year of a
national training policy for the private and public sectors. This will
permit the project to be designed and developed in close conformity with
new national directions and priorities in human resources development.

The PP will be completed and approved during the third quarter of FY
1987. It is anticipated that the PP will be authorized in the field.
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AID PROGRAM IN FY 1988
ANNUAL BUDGET SUBMISSION
TABLE V - PROPOSED PROGRAM RANKING

DECISION UNIT: 612 MALAWI
PROGRAM FUNDING

RANK NEW/  LOAN/ ($000)
PROJECT TITLE CONT GRANT APPROP INCR CuM

1. 0229 CIP for Private Enterprise Dev. N G FN 4,000 4,000

2. 0226 Multiple Assistance Schemes in N G HE 2,500 €, 500
Health

3. 0215 Malawi Ag. Research § Extension 0] G FN 2,000 8,500

4, 0230 Human Resource § Institutional 0 G EH 1,500 10,000
Development -

5. 0226 Multiple Assistance Schemes in N G PN 500 10,500
Health _

6. 0230 Human Resource & Institutional 0 G HE 500 11,000
Development
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LOCAL CURRENCY USE PLAN

USAID/Malawi plans to maximize the use of non-project assistance to
tackle the development problems upon which the Mission's strategy is
focussed. The Mission has opted for this assistance mechanism for
several reasons. First, there is a well established need for balance of
payments assistance to Malawi to meet a severe foreign exchange resource
gap. Second, Malawi is a relative ''good user' of aid resources and has a
good track record of managing assistance programs. However, the GOM is
already overburdened with too many projects that require an inordinate
amount of management time by both the GOM and donors. Third, many of the
development problems that USAID/Malawi's strategy aims to address can be
eased with the use of local currency resources, much of which can be
marshalled from the private sector. Consequently, the generation and
utilization of local currency is an integral part of our strategy of
employing non-project assistance mechanisms.

In FY 85 Malawi was one of four countries targeted for the African
Economic Policy Reform Program. The $13.1 million, ESF-financed activity
is encouraging the phased elimination of fertilizer subsidies and the
shift to more cost effective concentrated fertilizers. (An additional
$1.9 million has been set aside for studies, training and technical
assistance), The first year's performance ‘targets were met and the $4.0
million local currency equivalent was utilized to support the Smallholder
Fertilizer Revolving Fund. Future local currency generations may be used
to expand the Fund or the agriculture credit system which provides for
purchase of farming implements. The program supports USAID's efforts to:
(1) address the critical shortage of foreign and domestic financial
resources by freeing up government revenue; and (2) improve smallholder
agricultural productivity by encouraging the uptake of concentrated
fertilizer and crop diversification.

A second ESF-funded AEPRP is being proposed for FY 87. A total of $15.0
million would be released as the GOM divests holdings of ADMARC, one of
the country's largest parastatal bodies. Local currencies generated
would be used by Government to purchase from ADMARC the 180,000 MT
national strategic grain reserve. ADMARC in turn will be able to clear
sizeable debts which have created a liquidity crisis in the commercial
banking sector. Thus, the program supports the Mission efforts to
resolve the critical shortage of financial resources by providing much
needed foreign exchange and balance of payments support and by increasing
the availability of private lending capital.

In FY 1988, the Mission is planning a $16.0 million, D.A.-financed
Commodity Import Program for the private sector. In order to further
stimulate private enterprise development, local currencies generated
would be used to expand sources of credit for agrobusiness and SME's and
support the development of effective, self-sustaining business advisory
services. In so doing, this program will reinforce USAID's effort to:
(1) increase off-farm employment opportunities and raise rural income,
and (2) redress the critical shortage of both foreign and domestic
financial resources. (See the New Project Narrative for more details).
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Finally, a sector program supporting multiple assistance schemes in
health has also been proposed for FY 88. Local currencies generated
under this 6 year, $11.0 million D.A.-financed program would be used to
address three of the major development problems upon which the Mission's
strategy is focussed. First, overall poor rural health standards and
high population growth rates will be tackled by strengthening public and
private sector provision of health care and MCH/Family Planning services,
the provision of potable water, and community training in nutrition and
sanitation. Second, insufficient technical capacities in the public and
private sectors will be redressed by extensive in-service training of
health and family planning personnel from both the public and private
sectors. Third, the sector program approach will provide critically
needed foreign exchange while the local currencies will finance the
necessary development investments. As well, the strengthening of private
sector health and family planning service delivery capacities permits an
expansion of rural service coverage without increasing the Government's
recurrent cost burden.

Thus, the Mission believes that the program approach is well suited to
the types of problems our strategy seeks to address. And, because local
currency generations are critical to attaining our objectives, the
Mission has and will continue to be deeply involved in the programming
and monitoring of these resources.
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FY 1988 ANNUAL BUDGET SUBMISSION

TABLE VI - EXPENDITURES OF LOCAL CURRENCY GENERATICONS
(ALL IN THE U.S. DOLLAR EQUIVALENTS, AND IN $ MILLIONS)
COUNTRY: MALANWI

Source/Purpose
I. ECONOMIC SUPPORT FUND
A. Public Development Activities
1. Smallholder Fertilizer Revolving Fund
and agricultural credit system
-~ AEPRP I: Fertilizer Subsidy Removal
(612-0225)
2. National Strategic Reserve
-~ AEPRP II: ADMARC Divestiture and
Restructuring (612-0227)
B. Private Sector Programs
C. Public Sector Recurrent Budget
D. AID Operating Expenses (Trust Fund)
II. DEVELOPMENT ASSISTANCE
A. Public Development Activities
1. Rural Piped Water Construction
-- Multiple Assistance Schemes in
Health (612-0226)
C. Public Sector Recurrent Budget
1. In-service training of Health
Personnel § Community Sanitation
-- Multiple Assistance Schemes in
Health (612-0226)
D. AID Operating Expenses (Trust Funds)**
E. Private Sector Programs

1.

Facility expansion and in-service
training for Private Hospital
Association of Malawi

Multiple Assistance Schemes in
Health (612-0226)
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1085%  1086* 1987% 1088%
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4.0 4.0 5.1 ——--
_.-- 4.95 9.9 ———-
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Source/Purpose 1985 1986 1987 1088
Actual Estimate Planned Proposed

2. Credit, business advisory services,
and training for SME and

agrobusinesses
-- CIP for Private Enterprise Dev. === -=-- “-=- 1.0
(612-0229)
III. PL 480 -—-- ——-—- - .-
TOTALS ' 4,0 8.95 15,15 2.5

Notes: * Government of Malawi fiscal year runs April 1 thru March 31. Thus,
"1985" corresponds to 4/1/85-3/31/86, ''1986" to 4/1/86-3/31/87, etc.

*# Trust funds generated under Multiple Assistance Schemes in Health
(612-0226) and CIP for Private Enterprise Development (612-0229), both new
starts in FY 88, will be available for AID operating expenses beginning in
FY 1989,
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EXPENSE CATEGORY

U.S. DIRECT HIRE

U.S. CITIZENS BASIC PAY
PT/TEMP U.S. BASIC PAY
DIFFERENTIAI, PAY

OTHER AID/W FUNDED CODE 11
OTHER MISSION FUNDED CODE 11
EDUCATION ALLOWANCES
RETIREMENT - U.S. DIRECT HIRE
LIVING ALLOWANCES

OQTHER AID/W FUNDED CODE 12
OTHER MISSION FUNDED CODE 12
POST ASSIGNMENT - TRAVEL
POST ASSIGNMENT - FREIGHT
HOME LEAVE - TRAVEL

HOME LEAVE - FREIGHT
EDUCATION TRAVEL

R AND R TRAVEL

OTHFR CODE 215 TRAVEL

FOREIGN NATIONAL DIRECT HIRE
BASIC PAY -

OVERTIME, HOLIDAY PAY

ALL OTHER CODE 11 - FN

ALI, OTHER CODE 12 - FN
BENEFITS FORMER FN PERSONNEL

CONTRACT PERSONNEL

PASA TECHNICIANS

U.S. PSC - SALARY/BENEFITS
ALL OTHER U.S. PSC COSTS
F.N. PSC - SALARY/BENEFITS
ALIL, OTHER F.N. PSC COSTS
MANPOWER CONTRACTS

JCC COSTS PAID BY AID/W

HOUSING

RESIDENTIAL RENT

RESIDENTIAL UTILITIES
MAINTENANCE AND RENOVATION
QUARTERS ALLOWANCES
RESIDENTIAL FURNITURE/EQUIP.
TRANS./FREIGHT - CODE 311
SECURITY GUARD SERVICES
OFFICIAL RESIDENCE ALLOWANCES
REPRESENTATION ALLOWANCES

TABLE VIII - FY 1986

Operating Expense Summary

FUNC. OBJECT TRUST

CODE CLASS DOLLARS FUNDS TOTAL  UNITS
ul00 721.0

Ulol 110 436.3 8
Uloz2 112

Ule3  1le 43.6

viod 119

Uios 119 0.4

vloe 126 28.0 12
U107 120 21.6

ulog 128 _

Ul09 129 30.3

Ullo 129 3.2

Ulll 212 14.5 4
Ull2 22 86.0 4
Ull3 212 11.5 6
ull4 22 12.0 6
Ulls 215 5.1 2
ulle 215 14.4 2
U117 215 14.1 14
U200 11.6

U201 114 11.0 3
U202 115 0.6 1
U203 119

U204 129

U205 13

U300 110.0

U301 258

U302 113 65.0 3
U303 255 15.0

U304 113 21.0 12
U305 255

U3oe 259 9.0 1
U307 113

U400 185.4

U401 235 67.8 6
U402 235 12.0

U403 259 29.0

U404 127

U405 311 40,0

U406 22 211

U407 254 14.0

U408 254 1.0

U409 252 0.5
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TABLE VIII -~ FY 1986

QOperating Expense summary

FUNC
EXPENSE CATEGORY CODE

OFFICE OPERATIONS Us00
OFFICE RENT Us01
OFFICE UTILITIES U502
BUILDING MAINT./RENOVATION U503
OFFICE FURNITURE/EQUIPMENT US04
VEHICLES Us05
OTHER EQUIPMENT Us06
TRANSPORTATION/FREIGHT U507
FURN/EQUIP/VEHICLE REPAIR/MAINT. U508
COMMUNTCATIONS Us09
SECURITY GUARD SERVICES U510
PRINTING . Us1l
SITE VISITS - RIG PERSONNEL U512
SITE VISITS-MISSION PERSONNEL U513
SITE VISITS-AID/W PERSONNEL U514
INFORMATION MEETINGS U515
TRAINING ATTENDANCE Us16
CONFERENCE ATTENDANCE Us17
OTHER OPERATIONAL TRAVEL Us18
SUPPLIES AND MATERIALS Us19
FAAS U520

CONSULTING SVCS., - CONTRACTS us21
MGT./PROF, SVCS. - CONTRACTS U522
SPEC. STUDIES/ANALYSES CONT. Us23
ALL, OTHER CODE 25 U524

TOTAL O.E. BUDGET

RECONCILIATION(U101,U0102,U103,U104,0107,0109,U307,U520)

OPERATING BUDGET REQUIREMENTS
636C REQUIREMENTS U600
TOTAL ALLOWANCE REQUIREMENTS U000

LOCAL COST SUPPORT COST DATA

F.N. PSC - SALARY/BENEFITS U304
ALL OTHER F.N. PSC COSTS U305
MANPOWER CONTRACTS U306
SITE VISITS - RIG PERSONNEL Us12

SITE VISITS-MISSION PERSONNEL U512

. OBJECT TRUST
CLASS DOLLARS FUNDS TOTAL UNITS

373.2
234 59,0
234 4.4
259 7.2
310 24.0
312 10.1
319 24.0
22 13.0
259 22.5
230 16.8
254 3.0
24
210
210 11.0 20
210 13.0 3
210 13.0 2
210 16.0 6
210 16.0 8
2190 10.0 14
26 58.2
257 20.0
259 2.0
259
259
259 30.0

1401.2

551.8

B49.4
32 '

849.%
113 24.6
255
259
210
210 T.0

322.0

DOLLARS REQUIRED FOR LOCAL CURRENCY EXPENSES
EXCHANGE RATE USED {MARCH 31,1986)(MK1.760 = US$ 1.000)
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EXPENSE CATEGORY

U.S. DIRECT HIRE

U.S. CITLZENS BASIC PAY
PT/TEMP U.S., BASIC PAY
DIFFERENTIAL PAY

OTHER AID/W FUNDED CODE 11
OTHER MISSION FUNDED CODE 11
EDUCATION ALLOWANCES
RETIREMENT - U.S. DIRECT HIRE
LIVING ALLOWANCES

OTHER AID/W FUNDED CODE 12
OTHER MISSION FUNDED CODE 12
POST ASSIGNMENT - TRAVEL
POST ASSIGNMENT - FREIGHT
HOME LEAVE - TRAVEL

HOME LEAVE - FREIGHT
EDUCATION TRAVEL

R AND R TRAVEL

OTHER CODE 215 TRAVEL

FOREIGN NATIONAL DIRECT HIRE
BASIC PAY

OVERTIME, HOLIDAY PAY

ALL OTHER CODE 11 - FN

ALL OTHER CODE 12 - FN .
BENEFITS FORMER FN PERSONNEL

CONTRACT PERSONNEL

PASA TECHNICIANS

U.S. PSC - SALARY/BENEFITS
ALL OTHER U,S. PSC COSTS
F.N, PSC - SALARY/BENEFITS
ALL OTHER F.N. PSC COSTS
MANPOWER CONTRACTS

JCC- COSTS PAID BY AID/W

HOUSING

RESIDENTIAL RENT

RESIDENTIAL UTILITIES
MAINTENANCE AND RENCVATION
QUARTERS ALLOWANCES
RESIDENTIAL FURNITURE/EQUIP.
TRANS./FREIGHT - CODE 311
SECURITY GUARD SERVICES
OFFICIAL RESIDENCE ALLOWANCES
REPRESENTATION ALLOWANCES

TABLE VIII - FY 1987

Operating Expense Summary

FUNC.

CODE

Ulo0
Ul01l
U102
Ulo3
U104
U105
Ul06
U107
U108
U109
U110
Ulll
Uliz
U113
Ull4
Ulls
Ulle
U117

U200
U201
U202
U203
U204
U205

U300
U301
U302
U303
U304
U305
U306
U307

U400
U401
U402
U403
U404
U405
U406
U407
U408
U409

OBJECT
CLASS

DOLLARS

TRUST
FUNDS

TOTAL

110
112
116
119
119
126
120
128
129
129
212
22

212
22

215
215
215

114
115
119
129
13

258
113
255
113
255
259
113

235
235
259
127
311
22

254
254
252
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TABLE VIII - FY 1987
Operating Expense Summary

{ cont inued)
FUNC. OBJECT TRUST
EXPENSE CATEGORY CODE CLASS DOLLARS FUNDS TOTAL UNITS
OFFICE OPERATIONS Us00 392.8
OFFICE RENT Us0l 234 59.0
QFFICE UTILITIES 0502 234 0.3
BUILDING MAINT./RENOVATION U503 259 5.0
OFFICE PURNITURE/EQUIPMENT U504 310 44.3
VEHICLES Usas 312 30.0
QTHER EQUIPMENT U506 319 10.0
TRANSPORTATION/FREIGHT U507 22 22.5
FURN/EQUIP/VEHICLE REPAIR/MAINT, U508 259 15.8
COMMUNICATIONS Us09 230 18.9
SECURITY GUARD SERVICES U510 254 1.0
PRINTING U511 24 1.0
SITE VISITS-MISSION PERSONNEL U512 210 15.0 50
SITE VISITS-AID/W PERSONNEL U513 210 25.5 5
INFORMATION MEETINGS U514 210 8.0 2
TRAINING ATTENDANCE U515 210 16.0 8
CONFERENCE ATTENDANCE U517 210 13.5 5
OTHER OPERATIOMNAI. TRAVEL U518 210 20.0 20
SUPPLIES AND MATERIALS 1519 26 59.0
FAAS U520 257 20.0
CONSULTING SVCS. - CONTRACTS Us21 259 8.0
MGT./PROF, SVCS. - CONTRACTS U522 259
SPEC. STUDIES/ANALYSES CONT, U523 259
ALI, OTHER CODE 25 U524 259
TOTAL O.E. BUDGET 1481.3
RECONCILIATION{(U101,0103,U0104,0107,0109,U307,U520) 553.9
OPERATING BUDGET REQUIREMENTS 927.4
636C REQUIREMENTS U600 32 150.0
TOTAL ALLOWANCE REQUIREMENTS U000 1077.4
DOLLARS REQUIRED FOR LOCAL CURRENCY EXPENSES 330.0

EXCHANGE RATE USED (MARCH 31,1986) (MK1.7600 = US $ 1.00)

Estimated Wage Increase - FY 1986 to FY 1987 (FSN ONLY) 107
Estimated Price Increase - FY 1986 to FY 1987 _ 10%
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EXPENSE CATEGORY

U.S. DIRECT HIRE

U.S. CITIZENS BASIC PAY
PT/TEMP U.S. BASIC PAY
DIFFERENTIAL PAY

OTHER AID/W FUNDED CODE 11
OTHER MISSION FUNDED CODE 11
EDUCATION ALLOWANCES
RETIREMENT - U.S. DIRECT HIRE
LIVING ALLOWANCES

OTHER AID/W FUNDED CODE 12
OTHER MISSION FUNDED CODE 12
POST ASSIGNMENT - TRAVEL
POST ASSIGNMENT ~ FREIGHT
HOME LEAVE - TRAVEL

HOME LEAVE - FREIGHT
EDUCATION TRAVEL

R AND R TRAVEL

OTHER CODE 215 TRAVEL

FOREIGN NATTONAL DIRECT HIRE
BASIC PAY

OVERTIME, HOLIDAY PAY

ALL OTHER CODE 11 - FN

ALL OTHER CODE 12 - FN
BENEFITS FORMER FN PERSONNEL

CONTRACT PERSONNEL

PASA TECHNICIANS

U.S. PSC - SALARY/BENEFITS
ALL OTHER U.S., PSC COSTS
F.N, PSC - SALARY/BENEFITS
ALL OTHER F,N, PSC COSTS
MANPOWER CONTRACTS

JCC COSTS PAID BY AID/W

HOUSING

RESIDENTIAL RENT

RESIDENTIAL UTILITIES
MAINTENANCE AND RENGVATION
QUARTERS ALLOWANCES
RESIDENTIAI, FURNITURE/EQUIP.
TRANS ,/FREIGHT - CODE 311
SECURITY GUARD SERVICES
OFFICIAL RESIDENCE ALLOWANCES
REPRESENTATION ALLOWANCES

TABLE VIII - FY 1988

Operating Expense Summary

FUNC. OBJECT TRUST

CODE CLASS DOLLARS FUNDS TOTAL
Ul00 791.9
Ulol 110 437.6
Uloz 112

gi03 116 43.8
ulo4 119

U105 119

Ul06 126 47.1
U107 120 21
U108 128

Ulo9 129 30.6
Ullo 129 5.6
Ulll 212 15.8
ullz 22 105.5
Ull3 212 18.0
Ull4 22 18.0
Ulis 215 6.0
Ulle 215 36.0
Ulil7 215 6.0
U200 5.0
U201 114 15.0
U202 115

U203 119

U204 129

U205 13

U300 146.4
U301 258

U3z 113 77.2
U303 255 .
U304 113 43.5
U305 255

U306 259

U307 113

U400 170.1
U401 235 55.1
U402 235 12.0
U403 259 15.0
U404 127

U405 311 30.0
U406 22 45.0
U407 - 254 11.5
U408 254 1.0
U409 252 0.5
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TABLE VIII - FY 1988

Operating Expense Summary

{ continued)
FUNC. OBJECT TRUST

- EXPENSE CATEGORY CODE CLASS DOLLARS FUNDS TQTAL
OFFICE OPERATIONS U500 360. 6
. OFFICE RENT US01L 234 ca 0
OFFICE UTILITIES U502 234 0.3
BUILDING MAINT./RENOVATION Us03 259 100
OFFICE FURNITURE/EQUIPMENT US04 310 = 0
VEHICLES Us05 312 35 0
OTHER EQUIPMENT Uso6 319 -
TRANSPORTATION/FREIGHT us07 22 7 &
FURN/EQUIP/VEHICLE REPAIR/MAINT. US08 259 17.0
COMMUNICATIONS Us09 230 20 4
SECURITY GUARD SERVICES . U510 254 m
PRINTING Usil 24 I
SITE VISITS-MISSION PERSONNEL usl2z 210 20.0
SITE VISITS-AID/W PERSONNEL U513 210 24.9
INFORMATION MEETINGS Usl4 210 '
TRAINING ATTENDANCE U515 210 6.0
CONFERENCE ATTENDANCE Us17 210 14.0
OTHER OPERATIONAL TRAVEL U518 210 20.0)
SUPPLIES AND MATERIALS us19 26 2t 0
FAAS Us%20 257 20.0
CONSULTING SVCS. -~ CONTRACTS U521 259 15.0
MGT./PROF. SVCS. — CONTRACTS Us522 259

SPEC., STUDIES/ANALYSES CONT. U523 259

ALL, OTHER CODE 25 : U524 259

OTAL O.E. BUDGET : 1484.0
RECONCILIATION(U101,U103,U104,U107,U109,0307,0520) _ 5539
OPERATING BUDGET REQUIREMENTS 930, 1
636C REQUIREMENTS Ue00 32 150.0
TOTAL ALLOWANCE REQUIREMENTS U000 1080.1
DOLLARS REQUIRED FOR LOCAL CURRENCY EXPENSES 350.0

EXCHANGE RATE USED (MARCH 31,1986) (MK1.760 = US § 1.000)

Estimated Wage Increase - FY 1987 to FY 1988 (FSN ONLY) 10Z

Estimated Price Increase - FY 1987 to FY 1988 10%
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FY 1988 ANNUAL BUDGET SUBMISSION
OPERATING EXPENSE NARRATIVE

Section A - Management Improvements

A year ago, USAID/Malawi was sorely understaffed. An effort has been
made to fill vacant positions and establish new ones required to
effectively manage our program portfolio and operations. Four critical
USDH positions were filled (Assistant Director, Program Officer,
Agriculture, Health and Population Officers), which has effectively
doubled the Mission's portfolio management capacity. A US PSC was hired
as Assistant GSO to help strengthen property control and administrative
management systems. A US PSC Controller position has been established
and a 20 year A.I.D. veteran recruited to bolster financial management
and accounting systems for the growing program. As the program portfolio
and administrative operations have grown over the last year the Mission
has increased FSN PSC staff tc meet expanded management requirements. We
consider this both cost effective and a means of assuring organizational
continuity. In the process of recruiting, however, it has become
apparent that the current HCN compensation plan makes it extremely
difficult to attract and keep Malawian professionals and top quality
administrative persomnel. Although three senior program assistant
positions have been established, the Mission has only filled one to

date. Furthermore, we may soon be losing two of our most competent
administrative personnel to other donor agencies. We are hoping that the
long-awaited wage and classification survey to be conducted in late FY
86/early FY 87 will help rectify this situation.

The Mission recently procured ADP equipment being replaced by
RFMC/Nairobi. Not only did this result in significant cost savings, but
the enhanced capacity will improve program management and office
administration. Historically, the Mission's office automation equipment
has been used almost solely for word processing. The new system will be
used for budgeting, accounting, project monitoring, participant tracking,
property management, economic analysis, etc. Intensive US and FSN staff
training is planned.

On the budget side, USAID/Malawi's O.E. request in FY 87 is only
nominally larger (5.7%) than the current year and there is no increase
anticipated between FY 87 and FY 88. The Mission does not participate in
a JAO and is predominantly self-supporting in terms of administration and
logistics. As such, we have incurred minimal FAAS charges, consistently
ranking among the five lowest Missions in the AFR Bureau during the past
several years. Having strengthened in-house and financial management
capabilities, with the addition of two U.S. PSC's, the Mission is
exploring further reducing FAAS services (such as customs clearance,
certain cashier functions and direct contracting for some maintenance
services). Finally, because of the tight housing market and escalating
rents, the Mission is investigating the purchase of housing under 636{c)
authority or with future Trust Funds.
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Section B - Trust Funds

At this time, USAID/Malawi does not have a trust fund. However, during
the next two years we anticipate initiating a number of sector program
grants, The Mission will negotiate with the Government of Malawi to set
aside a portion of the local currencies generated (probably 1%) to
establish a trust fund, These monies would then be used for such
operating expenses as salaries of FSN contract employees, USDH housing
costs and other eligible operating expenses. The first year in which
trust funds might be available is FY 87 ($150,000)} if AFPRP II - ADMARC
Divestiture and Restructuring (612-0227) is approved. Two other
programs, Multiple Assistance Schemes in Health (612-0226) and Malawi
Enterprise Development (612-0229), are planned to begin in FY 88; trust
funds generated thereunder (total $270,000) would be available beginning
in FY 89,

Section C - Justification for Funding Changes

Total operating expense requirements over the FY 86 - FY 88 period are
fairly constant (total increase during two years is only 5.9%). Within
various expense categories, however, there are some funding changes
exceeding 10%.

U100: After falling between FY 86 and FY 87, U.S. Direct Hire costs
rise (13.8%) between FY 87 and FY 88 because of post departure
travel and freight of two USDH and post assignment travel and
freight of USDH replacement personnel.

U200: FN Direct Hire costs are expected to increase (12-15%
annually, although the dollar value is negligible) because of
anticipated salary increases during the period. A full wage
and classification survey is scheduled to be done in September
1986. Based on this survey it is expected that additional
allowances currently not part of the compensation plan will be
approved.

1J300: Contract Personnel costs are expected to rise over the period
FY 86 - FY 87 because of the new U.S. PSC financial controller
the Mission is currently in the process of recruiting. There
has also been a significant increase in FN PSC personnel, both
clerical/administrative and professional positions, as a
result of the Mission's effort to more fully utilize host
country nationals.
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TABLE VIII(a)
INFORMATTION ON U.S. PSC COSTS

(Function Codes U302 and U303)

Position Title/ Description

Librarian

Assistant General Services Officer

Controller

TOTAL

($000)

FY 1986

8.6
(10/85-9/86)

17.2
(1/86-12/86)

54.2
(8/86-12/86)

80.0

45

FY 1987

17.2
(1/87-12/87)

140.7
(1/87-6/88)

157.9

FY 1988

17.2
(1/88-12/88)

85.7
(7/88-6/89)

102.9



TABLE VIII(b)
ALL OTHER CODE 25 DETAIL
(Function Code U523)

($000)
Description FY 1986 FY 1987 FY 1988
Total miscellaneous during fiscal year 30.0 - -

(including temporary typing services;
training seminar and report on Malawi
private and parastatal business
sectors)
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TABLE VIII (C) Obligation for Acquisition, Operation
and Use of Information Technology Systems

Narrative

Uses of Mission Automation Equipment:

Word Processing

Budgeting and Accounting

Project/Program Management and Monitoring
Participant Tracking and Management
Correspondence and Record System Control
Property and Personnel Records Management
ABS, CDSS and CP Preparation

Program Evaluation

Economic and Social Data Maintenance
Statistical and Economic Analysis

Mission Current Year and Long-range Information Management Plans:

With end-of-the-year FY 1985 funds, USAID/Malawi was able to expand
significantly its data information management and processing
capabilities. From essentially three stand alone WANG PC computers, the
Mission's system has been enlarged to include a WANG QIS 140 acquired
from RFMC, four OIS terminals plus archiving unit, two additional WANG
PC's with Winchester drives, and four printers. The system now
functions as a fully integrated one.

This increased capacity, which was installed in May 1986, greatly
relieved the information processing bottleneck which had developed as a
result of the Mission's personnel growth in 1985 and 1986. Four
positions which had been vacant in 1985 were filled. In 1986, the
position of Assistant Mission Director/General Development Officer was
established and filled and additional local professional and clerical
staff were hired. As a consequence, the ratio of workstations to users
increased from 3:1 in 1985 to 8.7:1 in early 1986. The recently
acquired equipment has reduced this ratio to 2.6:1.

In the past, the system was used primarily for word processing and
participant training management. Over the next year, the Mission has
given priority to the development of automated project/program
management and monitoring, budgeting and accounting, and correspondence
and record keeping systems. Furthermore, with the increased emphasis in
the program on macroeconomic and broad sector issues, the system will be
used for economic and social data analysis. To develop these capacities
will require intensive staff training in 1987 and 1988, Most of this
training will be acquired through existing computer courses offered by
AID or through TDY assistance from AID/Washington, RFMC/Nairobi and
REDSO/ESA.
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In the past, management and operations of the Mission's system was
handled by the Management Division. With the greater attention on
programatic uses of the system, this function has been transferred to
the Program Planning and Implementation Division. Furthermore, the
full-time position of Computer System's Manager and Operator has been
established. In addition to handling the day-to-day operation and
management of the system, this O.E. funded Foreign Service National PSC
employee will assume responsibility for training of local and USDH staff
in system applications.

Mission Acquisition Plan:

The Mission's computer hardware and software acquisition plan, focuses
on two objectives. The first objective is to maintain and further
reduce the ratio of users to workstations from the current 2,.6:1 to
2.0:1. The second objective is to develop the system's progect/program
management and statistical and analytical capacities.

To implement this plan will require the expenditure of an estimated
$39,300 in FY 1987 on hardware and software. The hardware to be
purchased includes OIS terminals and WANG PC's with Winchester drives.
The OIS terminals will be utilized primarily by secretarial staff for
word processing. The WANG PC's which will be linked to the OIS for word
processing will be used by local and USDH professional staff for program
management, record keeping and budgeting and accounting.

Without this additional equipment purchase in FY 1987, the user
workstation ratio will increase from 2.6:1 to 3.4:1. This increase will
occur with the establishment of the Controller's division and the hiring
of professional and clerical staff for the Agricultural, Health and
Program Planning and Implementation Division. Thus, an important
dimension of the plan is the maintenance of the current user workstation
ratio.

The plan calls for the purchase of three software packages. These are
dBASE III, SPSS PC, and one of the project management packages. The
Mission will be reviewing the different project management packages and
consulting with AID/Washington and REDSO/ESA prior to making a final
decision.

By the end of FY 1987, the system will be complete. Therefore, the plan

calls for no hardware and software purchases in FY 1988. The emphasis
in FY 1988 will be on continued staff training.
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Table VIII (C)

(000)

Item and Explanation

1.

Capital Investment

A. Purchase of Hardware
B. Purchase of Software
C. Site and Facility

SUB-TOTAL

Personnel

A. Compensation, Benefits, § Travel

B. Workyears (Systems Manager/Operator) 0.25

SUB-TOTAL

Equipment Rental, Space, Other Costs

A. Leasé of Equipment

B Space

C. Supplies and Other Materials

D Non Commercial Training
SUB-TOTAL

Commercial Services

A. Computer Time
B. Leased Telecommunications Services
C. Operations and Maintenance

1. Operations

2. Maintenance

D. Systems Analysis and Programming
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1.2

. 1.2

1.7

FY-87

36.7
2.6

39.3

2.0

FY-88

o IO o o

10.5

15.0
25.5

2.5



E. System Design and Engineering
F. Studies and Other
SUB-TOTAL

Totals

Total Obligations

Workyears (from 2A)

Mission Allowance Levels

A. For existing systems
B. For new or expanded equipment

C. Total
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1.7

9.3
.25

2.0

67.3

1.0

28.0
39.3

67.3

NA

2.5

36.5
1.0



FY 1988 ANNUAL BUDGET SUBMISSION
TABLE VIII(d) - INFORMATION ON U.S. DIRECT HIRE STAFFING

R e Y B R T D SR D R e W AP AR W N W R TE SD MR WD S ER W R VR e W SR WD A e e T G RN AR e A A AN W A e M A W s AR AP B i el D S My ED SR e s O W AR S e e

Program Management FY FY FY
Pos No. Position Title Responsibility 1986 1987 1988
6121005 Mission Director None 1.0 1.0 1.0
6121009 Assistant Director AMDP (698-0433) 0.7 1.0 1.0

AFGRAD {AFR-C1292)
* AEPRP II: ADMARC Divestiture and
Restructuring (612-0227)
* Human Resource and Institutional
Development (612-0230) '

6121005 Program Officer AEPRP: Fertilizer Subsidy Removal 1.0 1.0 1.0
(612-0225)
Polytechnic Expansion (612-0201)
Rural Development Linkages (612-0220)
Small Projects Assistance (698-0506)
Ambassador's Special Self Help Fund

(698-9901)
6121008 Project Development READI (612-0214) 1.0 1.0 1.0
Officer Commercial Transport (612-0218)

Management Assistance to Rural
Traders (612-0219)
* CIP for Private Enterprise
Development (612-0229)
EIA: Energy for SME's (698-0423)
Blantyre-Mwanza Road (690-0234)
* Northern Transport Corridor

(690-0237)
6121027 Health and Pop. Rural Water Supply (612-0207) 1.0 1.0 1.0
Officer Health Institutions Dev. (612-0211)

* Multiple Assistance Schemes in
Health (612-0226)
CCCD (698-0421)
Various centrally-funded health
and population activities

N AP S WL A R e e M o A M WD AN e Ep A G Sh Sk e Y TR R Gm e e e e A S W ek S D A A e e e e A A e e D A G D W o ey T R A R S S R A e

* currently under design

NOTE: Direct Hire workyear totals shown in TABLE VIII(d) agree with workyear levels
authorized by the Africa Bureau for USDH (per State 154465),
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Program Management FY FY FY

Pos No. Position Title Responsibility 1986 1987 1988
6121020 Agriculture Dev. Agricultural Research (612-0202) 0.8 1.0 1.0
Officer Malawi Agricultural Research and

Extension (612~0215)
Regional Fisheries Dev. (690-0215)
Various centrally-funded
agriculture development

activities
6121011 Executive Officer None 1.0 1,0 1.0
6121030 Secretary None _ 1.¢ 1.0 0.7
- Controller None - - 0.3
TOTAL 7.5 8.0 8.0
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FY 1988 ANNUAL BUDGET SUBMISSION
TABLE VIII(e) - INFORMATION ON IDI STAFFING

-----------------------------------------------------------------------------

BS FY FY FY
Code Title 1986 1987 1988

None

Note: IDI workyear totals shown in TABLE VIII(e) agree with workyear
levels authorized by the Africa Bureau for IDIs (per State 154464).
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FY 1988 ANNUAL BUDGET SUBMISSION
TABLE VIII(f) - INFORMATION ON FOREIGN § THIRD COUNTRY NATIONAL STAF( NG

S k8 R HE R R A W T A mA WS SN e W e e e T b M SR S e SR R N W R SR A e 4R AR e e M B S TR SR A N R S e R R e o e o o e e o = A

Fund FY FY FY
FSN/TCN Descriptive Job Title Source 1986 1987 1088

o
xt

L e

TCNPSC  Budget and Fiscal Specialist
FSNDH Voucher Examiner

FSNDH Budget and Fiscal Specialist
FSNDH Participant Training Assistant
FSNDH Driver

FSNPSC  Computer Systems Manager/Operator
FSNPSC  Program Development Assistant
FSNPSC  Project Development Assistant
FSNPSC Health & Population Assistant
FSNPSC  Agriculture Dev. Assistant
FSNPSC  Assistant GSO

FSNPSC  FN Personnel Assistant

FSNPSC Travel Assistant

FSNPSC C § R Assistant

FSNPSC  Telephone Operator

FSNPSC Librarian

FSNPSC  Secretaries

IO O O [=e]

.
LNOUVOO

N OMORRI | OO O
[ ] - - L] - * ] - L]

O = b et o et b et b et e et o e )

o= Nl eoleloRelal ol ol ol e el el

L)

O =t et et b et i e e i et el et |
- L[] - - * L) . - - - - - - a - -
COOOOCOO0ODOCOOODDOOOODOO

*
~

NOTE: Foreign National, including TCNs, direct hire workyear totals shown in
TABLE VIII(f) agree with workyear Tevels authorized by the Africa
Bureau (per State 154465).
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FY 1988 ANNUAL BUDGET SUBMISSION
TABLE VIII(g) - INFORMATION ON PART -TIME STAFFING

- ok v T L s ay  GE W M WD D D G S i wm mm R AL S S A N S RS SRR W e A N A R NS MDA Ak A S W G D M5 e ke A ml SN AL e rm e e B e e

us/ Fund FY FY FY
FSN/TCN Descriptive Job Title Source 1986 1987 1988
US PSC Librarian 0.E. 0.5 - -
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Country/Office MALAWI

FY 1988 ANNUAL BUDGET SUBMISSION
TABLE XI
P.L. 480 Title I/III REQUIREMENTS

(Dollars in Millions, Tonnage in Thousands)

Actual Estimated

Projected
FY 1986 FY 1987 . FY 1988
MT $ MT - WMT
COMMODITIES
Title I - o -0- -0- -0- -0- -0- -0-
rotal -0~ -0- -0- -0- -0- -0-
5>f which
Fitle III -0- -0- -0- -0- -0- 0~
Total - . -0- ~0- -0~ -0- -0~ -0-
<OMMENT:
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FY 1988 ANNUAL BUDGET SUBMISSION
TABLE XII

Country/Office MALAWI

PL 480 TITLE I/III

supply and Distribution
. E&OO Metric Ton)
STOCK SITUATION FY 1987 Estimated FY 198
Conmodity - ~0- , -0-
Beginning Stocks
Production
Imports
Concessional
Non-Concessional
Consumption

Ending Stocks

Commodity ~ ' . =~0- -0-
Beginning Stocks
Production
Imports
Concessional
. -. Non-Concessional
" Consumption
~.Znding Stocks

Commodity - -0-
Beginning Stocks :
Production
Imports

Concessional
Non-Concessional
Consumption
- Znding Stocks

Comment:
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FY 1988 ANNUAL BUDGET SUBMISSION
TABLE XIII
PL 480 TITLE II

I. Country MALAWI

Sponsor's Name no programmed Title Il anticipated

A. Maternal and Child Health.............Total Recipients

No. of Recipients (Thousands)
by Commodity Name of Commodity KGS ) Dollars
Total MCH

B. School FeedinNg.....vtevessenessnsssns..ToOtal Recipients

No, of Recipients (Thousénds)
by Commodity Name of Comnmodity KGS Dollars

Total School Feeding

C. Other Child Feeding ...¢ecsveeeessse....TOtal Recipients

No. of Recipients ' {Thousands)
. by Conmodity Name of Commodity KGS Dollars

"Total Other Child Feeding

D. Food for Work....oeveene tsesesssessesaTOtal Recipients
No. of Recipients (Thousands)
by Commodity Name of Commodity KGS Dollars

|

- " Potal Food for Work

E. Other (SPeCify)...e.eveeeeanseeasasss . .Total Recipients

No. of Recipients {Thousands)
by Commodity Name of Commodity KGS Dollars

Total Other .=

II. Sponsor's Name




FY 1988 ANNUAIL BUDGET SUBMISSION
AGENCY SYSTEM ON RESEARCH

1. Project Number: 612-0214
Appropriation: N Grant
Type Research: D - Development
Office Name: USAID/Malawi
Office Symbol: PDO '
Project Title: Rural Enterprise and Agro-Business Development Institutions
Project Officer: Murl R. Baker
2, Purpose of Research:
Various studies on SME development problems, including profile of entre-
preneurs, barriers to entry, credit demand, business and technical advisory
service needs, demand of savings § loan societies, prefeasibility studies.
3. Progress Statement:

Bibliographic search has been completed and scopes of work drawn up. Studies
should be initiated mid-1986.

4. Date Progress Statement Submitted: May 31, 1986

5. Life of Project Research Cost (Thousand of Dollars)

A. Authorized: $200

B. Planned: $200

Allocation of Research Funds by Fiscal Year (Obligated Funds)

6. Research Budget by Fiscal Year {Thousands of Dollars)

FY 85 $200
FY 86 -0-
FY 87 -0-
FY 88 -0-

7. Research Categories (Percentage of Item 6, Budget by FY)

Catetory #1 AG 60 #2 AG 70
FY 85 S0%

FY 86 - -
FY 87 - -
FY 88 - -

8. Project Sites (Percentage of Item 6, Budget by FY)

Geographic Code #1 612

FY 85 100%
FY 86 -
FY 87 -
FY 88 -
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Imglementing Agencies and Type of Agency (Percentage of Item 6, Budget by
FY

Agency: Africare/Host Country (READI Coordinating Unit)
Agency Type: PV10 / FM20
FY 85 50% 50%
FY 86 - -
FY 87 - -
FY 88 - -
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FY 1988 ANNUAL BUDGET SUBMISSION
AGENCY SYSTEM ON RESEARCH

1. Project Number: 612-0215
Appropriation FN Grant
Type Research: I - Institution Building
Office Name: USAID/Malawi
Office Symbol: ADO
Project Title: Malawi Agricultural Research and Extension
Project Officer: Arnold J. Radi

2.  Purpose of Research:

To develop technologies that will increase returns to land and labor of

traditional crops {(especially maize) and to identify crops for diversifying
production which can provide higher incomes and increased foreign exchange.

3. Progress Statement:

Initial work conducted under recently completed Agricultural Research Project

(612-0202); this program will begin late 1986 with arrival of technical
assistance team.

Date Progress Statement Submitted: May 31, 1986
. Life of Project Research Cost (Thousands of Dollars)
Authorized: $2988

s 2> Ut b

Planned: $2988
Allocation of Research Funds by Fiscal Year (Obligated Funds)

6. Research Budget by Fiscal Year (Thousands of Dollars)

FY 85 $330
FY 86 $1220
FY 87 $645
FY 88 $400

7. Research Categories (Percentage of Item 6, Budget by FY)
Catetory #1 AG 12 #2 AG 15 #3 AG 19 #4 AG 20

FY 85 25% 20% 20% 35%
FY 86 25% 20% 20% 35%
FY 87 25% 20% 20% 35%
FY 88 25% 20% 20% 35%

8. Project Sites (Percentage of Item 6, Budget by FY)
Geographic Code #1 612

FY 85 100%
FY 86 100%
FY 87 100%
FY 88 100%
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Imglementing Agencies and Type of Agency (Percentage of Item 6, Budget by
FY

Agency: Consortium for International Development/Host Country (Min. Ag.)
Agency Type: UCL0 / FM20

FY 85 50% 50%
FY 86 50% 50%
FY 87 50% 50%
FY 88 50% 50%
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FY 1988 ANNUAL BUDGET SUBMISSION
AGENCY SYSTEM ON RESEARCH

1. Project Number: 698-0421
Appropriation: HE Grant
Type Research: A-Applied
Office Name: USAID/Malawi
Office Symbol: HPO
Project Title: Combatting Childhood Communicable Diseases
Project Officer: Charles R, Gurney
2. Purpose of Research:
Malarial research to determine response among children and pregnant women to
anti-malarial drugs. Results to assist in the formulation of a national drug
policy.
3.  Progress Statement:
- Seven different studies have been completed.
4. Date Progress Statement Submitted: May 31, 1986
5. Life of Project Research Cost (Thousand of Dollars)
A. Authorized: $60
B. Planned: $60

Allocation of Research Funds by Fiscal Year (Obligated Funds)

6. Research Budget by Fiscal Year (Thousands of Dollars)

FY 85 $60
FY 86 -0-
FY 87 -0-
FY 88 -0-

7. Research Categories (Percentage of Item 6, Budget by FY)

Catetory #1 HE 20
FY 85 1003
FY 86 -
FY 87 -
FY 88 -

8. Project Sites (Percentage of Item 6, Budget by FY)

Geographic Code #1 612
FY 85 100%
FY 86 -
FY 87 -
FY 88 -
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Implementing Agencies and Type of Agency (Percentage of Item 6, Budget by

Agency: Ministry of Health, Government of Malawi
Agency Type: FM20

FY 85. 100%
FY 86 -
FY 87 -

FY 88 -
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FY 1588 ANNUAL BUDGET SUBMISSION
AGENCY SYSTEM ON RESEARCH

1. Project Number: unknown (consult S§T or PRE)

Appropriation: unknown Grant

Type Research: D-Development

Office Name: USAID/Malawi

Office Symbol: PDO

Project Title: Entrepreneurship Workshop Research

Project Officer: Murl R. Baker
2. Purpose of Research:
Test a behavioral approach to entrepreneurship development and assess its
impact on Malawian private sector activity in terms of profitability, new
business starts and value added.
3. Progress Statement:
Research implementation team established; project objectives, schedules,
budgets, responsibilities and evaluation mechanisms agreed to; training of
trainers conducted regarding workshop design and behavioral methodology.
4. Date Progress Statement Submitted: May 31, 1986
5. Life of Project Research Cost (Thousandlof Dollars)
A. Authorized: unknown (consult S§T or PRE)
B. Planned: unknown (consult S§T or PRE)

Allocation of Research Funds by Fiscal Year (Obligated Funds)

6. Research Budget by Fiscal Year (Thousands of Dollars)

FY 85 unknown (consult S§T or PRE)
FY 86
FY 87
FY 88

7. Research Categories (Percentage of Item 6, Budget by FY)

Catetory #1 AG 70
FY 85 R—
FY 86
FY 87
FY 88

8. Project Sites (Percentage of Item 6, Budget by FY)

Geographic Code #1 612
FY 85
FY 86
FY 87
FY 88
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Implementing Agencies and Type of Agency (Percentage of Item 6, Budget by
FY)

Agency: various Malawian institutions; Management Systems International
Agency Type: PMAC  IN4O

FY 85

FY 86

FY 87

FY 88




FY 1988 ANNUAL BUDGET SUBMISSION
PRIVATIZATION PLAN NARRATIVE

Introduction

The Malawian economy, with its strong free market orientation lends
itself well to AID's strategy of engaging and forging a partnership with
the private sector to foster economic growth and development. Much of
USAID/Malawi's present and planned portfolio relies on private sector
institutions and mechanisms:

- To deliver development assistance;

- To build and expand private sector institutional and
investment capacity; and

- To enhance public policy and decision-making to more effectively
identify and utilize private sector development alternatives.

Much of the economic progress which Malawi has achieved since its
independence in 1964 is the result of Government's conscious decision to
develop the country's agricultural potential, especially for the export
market, and the development of the private non-agricultural economy,
despite the absence of an indigenous entrepreneural group. The former
was accomplished by creating and maintaining a strong incentive
enviromment for agricultural production. To accomplish the latter and to
increase Malawian participation in the economy, three large holding
companies (Press Holdings, Malawi Development Corporation (MDC) and the
Agricultural Development and Marketing Corporation (ADMARC)) were
created. These companies have played the leading role in the
establishment of medium and large scale private businesses and in
attracting foreign investment to Malawi. More recently the Investment
and Development Bank (INDEBANK) has been added as a source of investment
capital. .
More recently, Malawi has given greater attention to the promotion of
smaller scale enterprises through the establishment of various
support-type organizations to provide credit, technical and management
services and training. These organizations include the Investment and
Development Fund (INDEFUND), the Small Enterprise Development
Organization of Malawi (SEDOM), and the Development of Malawian Traders'
Trust (DEMATT).

Between 1978 and 1982, Malawi went through a period of severe economic
recession. Although the causes were primarily external factors (such as
closure of transportation routes through Mozambique, world-wide recession
and the weather), ill-advised and politically motivated decisions which
affected the efficiency and profitability of the major holding companies
and their subsidiaries also contributed to this decline. Furthermore,
there were a series of uneconomical investments in projects with low or
negative economic rates of return whose initial substantial financial
outlays have had to be augmented to cover operational losses. Initially
the Government of Malawi borrowed heavily to attempt to address these
problems believing that it was dealing with a short-run, largely
externally induced, downturn in the economy.
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Private Sector Strategy

The Government now recognizes that the solution to these problems require

major structural and policy reforms to stimulate and promote long-run i
economic growth, primarily through the private sector. Support for this &
structural adjustment program is a major component of USAID's h
privatization strategy. The Gorvernment has embarked on a number of é
policy changes which will have the dual effect of stimulating private .
sector initiative and financial resources. These include: 4

Decontrolling prices; -
Removing subsidies and other price policies which

serve to inhibit private business and trade in rural areas;

Easing industrial licensing requirements; and -
Offering incentives to promote exports.

As these changes suggest, the Government is moving away from a regulatory
approach to industrial and commercial development to a promotional one.
Thus, an important dimension of USAID's strategy is to encourage further
policy changes to establish an environment favorable to the growth of the
private sector.

A corollary to improving the policy environment are the steps being taken
by Government to restructure, reduce and limit parastatal holdings such
as Press, ADMARC, MDC, Spearhead and others. A major effort is underway
presently to divest ADMARC's investment portfolio through the sale of
assets and shares to the private sector. This complements the previous
restructuring of MDC and Press. USAID has been requested by the
Government of Malawi to participate in the divestiture of AIMARC. Thus,
an important component in USAID privatization strategy is the movement of
asset control and management from the public to the private sector.

In addition, USAID's strategy emphasizes increasing the number of small
and medium scale enterprises. This emphasis also supports a number of
other program objectives such as diversification of agricultural exports,
expanding rural employment and income generation. Important objectives of
USAID's small and medium scale enterprise development program are:

- Expanding sources of credit and business advisory services;

- Ensuring that these credit and service institutions
operate efficiently and are self-sustaining; and

- Reducing the barriers which impede entry and expansion.

The Mission is also fostering the provision of health, family planning
and sanitation services through the private sector. This includes
in-service personnel training and facility expansion of the Private
Hospital Association of Malawi which operates on a fee-for-service
basis. Such an approach will permit the expansion of rural health and
family planning service delivery without increasing the burden on the
national budget. Potable water is being extended into rural areas
through a simple gravity-fed technology which incorporates significant
community participation in both the construction and maintenance of the
systems, resulting in a very low recurrent costs to the national
government.

68



The final element of USAID's privatization strategy is the promotion and
stimulation of intra-regional trade among countries of Southern and
Eastern Africa. In FY 1988, the Mission proposes to generate the local
currency resources to finance credit and support services for small and
medium scale enterprise development from a private sector CIP tied to
procurement of equipment, raw materials and immediate products from other
developing countries. This will benefit Malawi's major intra-regional
trading partners such as Zimbabwe, Kenya and Zambia.

In summary, the Mission's privatization strategy has five interdependent
components, which are being supported by several complementary
investments:

1) Major structural adjustments and policy reforms

- both AEPRP's are being or will be implemented within the
context of the multi-donor, World Bank-led SAL program.

2) Movement of enterprise from public to private sector ownership and
management

- technical assistance under AEPRP I and direct aid and
technical assistance proposed through AEPRP II,

3) Expansion of agrobusiness and SME's
- 'READI
- Commercial Transport
- Proposed CIP for Private Enterprise Development,

4) Provision of social services {improved and expanded rural health and
family planning services and potable water)

- proposed Multiple Assistance Schemes in Health.
5) Greater trade within Southern and Eastern Africa
- Commercial Transport Project, complemented by the Northern

Transport Corridor Project
- the proposed CIP for Private Enterprise Development.
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AFRICAN MANPOWER DEVELOPMENT PROJECT (AMDP) III
COUNTRY TRAINING PLAN AND FUNDING REQUESTS FOR FY 1987 AND FY 1988

I. General Training Objectives and Relationship to USAID/Malawi
and Government of Malawi Priorities:

In 1979, Malawi conducted its last national manpower survey. This survey
indicated that Malawi faced a critical shortage of administrative,
managerial and financial personnel. With limited incountry capacity to
train individuals in these areas and a growing demand for them, Malawi
has had to rely heavily on expatriates to meet its public and private
sector requirements for managers, administrators, supervisors and
financial expertise.

During the last year, the Mission has become increasingly involved in the
World Bank's Structural Adjustment Lending (SAL) program. In FY 1985,
USAID initiated its first African Economic Policy Reform Program to
provide support for the removal of the fertilizer subsidy and the
introduction of high analysis fertilizers to offset the potentially
negative impact on agricultural production from an increase in the prices
farmers pay for fertilizer. USAID has been requested by the Government
of Malawi and the World Bank to broaden its support to SAL by assisting
with the divestiture of the investment assets of the Agricultural
Development and Marketing Corporation (ADMARC). Involvement in both of
these activities has highlighted the urgent need for trained and
experienced managers, administrators and financial personnel., The burdem
for overseeing and implementing the various policy reforms under SAL has
fallen to an extremely limited number of experienced and qualified
individuals.

The absence of administrative, managerial and financial personnel is also
a constraint on the implementation of the Mission's programs in
agriculture, health, transportation and small and medium scale enterprise
development. Developments in each of these sectors are handicapped by
insufficient numbers of qualified Malawians. Thus, donors and the
Government of Malawi have had to increase their reliance on expatriates
to overcome this weakness.

In both FY 1987 and FY 1988, the Mission and the Government of Malawi
propose to concentrate the limited resources available under AMDP III on
degree and nondegree training in the following areas:

Business Administration (Degree Training);

Investment Appraisal and Management (Nondegree Training);

Public Enterprise Policy and Management (Nondegree Training);

Agricultural Management (Nondegree Training); and

Applications of Computers and Statistics in Management
(Nondegree Training).
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II. FY 1987 and FY 1988 Training Plans:

FY 1987
(In Priority Order)

Type Number Length  Location Cost Functional Account
M.Sc. Business 2 24 months USA $100,000 EHR
Administration each
Investment 2 1.5 months USA $36,000 EHR
Appraisal and each
Management
Public 2 2 months USA $28,000 EHR
Enterprise each
Policy and
Management

TOTALS 6 55 months USA $164,000 EHR
FY 1988 .
(In Priority Order)

Type Number Length  Location Cost Functional Account
M.Sc. Business 3 24 months USA $150, 000 EHR
Administration each
Agriculture 2 1.5 months Swazi- $10,000 ARDN
Management each land
Applications 1 2 months USA $16,000 EHR
Computers

and Statistics
in Management

TOTALS

6 77 months USA $176,000
Swaziland

EHR ($166,000)

ARDN ($10,000)

II1. Functional Account Requirements by Fiscal Year:

FY 1987 FY 1988

ARDN - $10, 000
EHR $164, 000 $166,000
TOTALS "$164,000 $176, 000
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