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UNITED STATES
AGENCY FOR INTERNATIONAL DEVELOPMENT

USAID/ ANTANAXNARIVO INTERMATIONAL POST AL ALLNESS

¢ AMERICAN EMBA:S)

i

DEPARTMENT OF STATE i-vﬂ--w-- B.F. iZi— AMTANANARIYO
WASMINGTON D.c. =ui21.enio 'I"" MARAGASCAR
TREL 235.5% FAX 261.7.5iKe3
U.8. 4.1 D.

June 13, 1992

- A. David Lundberg, Director
Office of Eastern Africa Affairs_
Agency for International Development
Room 3909 NS - .,
Washington, DC

" "Dear David,

USAID/Madagascar is pleased to submit its FY 1994 Annual Budget
. Submission for Bureau review and approval. This ABS builds upon the dialogue
initiated during the visit of Senior 8Bureau Representatives in March and forms
a bridge to September’s (PSP review in AID/W. The submiss-on reflects the
broad outlines of our proposed CPSP program logframe which we have already
shared with you.

Since your visit, USAID/Madagascar has made good progress toward
implementing its two accepted strategic objectives in Natural Resources and
Population. With the May signing of the KEPEM program added to the ongoing

- - SAVEM project and current and planned debt-swaps, our environmental portfolio
is fully in place to support Agency, Mission and Malagasy biodiversity and
natural resource objectives. Similarly, the June signing of the $33 million
APPROPOP project sets the stage for what we are confident will be a rapid -
expansion of family planning services which will have measurable impact on
national fertility reduction before the end of the decade.

Based on comments by the Bureau Team, further Mission analysis and
technical support from Management Systems International, w2 have developed two
other strategic objectives and identified initial interventions in support of
the Sub-Goal of stimulating and multiplying competitive markets:

Strategic Objective No. 1, Promote Private Investment, will be
supported by $14.5 million Financial Market Development Program
under AEPRP funding which will address the inadequate level of

== o0 om—e=- - domestic savings in Madagascar. Reforms are contemplated in three
areas: Central Bank independence and operations; independence and
improved operations of the Rural Savings Bank of Madagascar; and
support for the development of a competent, independent GAO-
equivalent and the local private accounting industry.

- —— ——— e - ——
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-Strategic Objective No. 2., High nti Growth i
National Market Activity, will be addressed in the first instance:

by a $48 million combined Commercial Agriculture Promotion NPA/

Titie III, an innovative package suggested by the Bureau Team.

This effort will focus on policy dialogue in three areas:

-{a) rice pricing-and-marketing; (b) liberalization and privatization of
seed production and distribution; and (c) a supportive legal,
legislative and regulatory environment for non- -traditional exports

As a Mission, we are-very excited about both of these new activities
They leverage .and complement other multi-lateral and bilateral donors efforts
and are symbolic of the Mission’s intent to make a difference in the economic

‘growth arena. For FY 94 we have not proposed any new starts, preferring to

defer to our CPSP review. We have, however, identified the Small Project
Assistance Program in support of -the newly signed Peace Corps Agreement.

.~One issye-}-wish-to-ftag -for -the Bureau is that we cannot realistically

"be a major p1ayer in Madagascar.in the development of competitive markets as

well as the environment and family planning if DFA budget resources are
straight-lined at roughly $30 million annually. At the end of FY 1993, you
will note that our portfolio mortgage will have risen to $95.4 million, a
figure 50% higher than FY 92, which would effectively preclude full involve-
ment in both new strategic objectives without an increase in the annual
assistance to at least $40 million.

With regard to USDH staffing, we are presenting a revised Mission
organization and staffing plan to AID/W at the same time as the ABS. After
careful analysis, we have concluded that a minimum of 15 USDH positions are
needed to support CPSP implementation. The three last slots cleared by the
Ambassador are: (a) an Agribusiness Officer, the third DH in the new Market
and Business Development Office; (b) a Supervisory Natural Resources Officer - - --
to head the new NR Office; and {c} a Contracting Officer to take on the heavy
contracting load required under program expansion over the next four years.
For the current ABS, we have used the 14 USDH FTE level provided by the
Bureau. By FY 1994 we will need an FTE level of 15-DH devel to carry out
Mission reorganization and staffing plans, which are in line with a Bureau
focus country and an expanded portfolio in support of our new CPSP.

At this time, I would like to bring to your attention the significant
strides we have made in local currency programming and accountability over the
last six months. USAID/Madagascar has taken the lead within the donor
community in remedying past vulnerabilities and in working with technical
ministries to put standard financial and managerial systems and controls in
place for the future. Our efforts so far have led to:

1. Consolidation of 23 existing U.S. local currency counterpart fund
accounts into four;
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2. Accounting for past programming of approxlnately 525 -i1lion equivalent
in outstanding local currency balances;

3. ldentification of an additional $5 million to be made available for
ongoing projects;

4. ©60M approval of $3.835 milljon for the AID OF trust fund account, - -
including a first tranche deposit in May of $617,500;

5. Agreement_on prograsming the balance of $1.5 million over the next two
: years for drought rehabilitation in the South and other mutually agreed
priorities; .

6. Resolution of a serious bottleneck in the release of local currency
funds for ongoing AID-funded projects; and

7. A plan to computerize coﬁnterpart funds management along with technical
assistance and training for Ministry of Budget and Plan and Ministry of
- -=—.-. Finance personnel in collaboratien with other donors.

While we still have a ways to go in fully implementing these reforms,
the steps taken so far give us the confidence and finanzial accountability to
consider new commodity import programs and other loctal currency generating
interventions within the forthcoming CPSP period. Such a statement could not
have been made in last year’s ABS.

At the same time we have not neglected the implementation of our ongoing
projects, despite the unsettled climate of the transition to democracy. We
have paid particular attention to improving implementation monitoring,
resoiving issues, establishing Mission operating proceddires, carrying out
evaluations of our Rice Research Project and conservation grants and
tightening our internal controls and actively working ta close outstanding
audit recommendations.

As a final point, | would like to reiterate our support for the concept
of 1n-country preliminary CPSP reviews. The ability to interact on site with
senior Bureau officials was invaluable, among other things, in laying a
mutually agreed foundation for this ABS.

We look forward to continued dialogue on how Bureau and Mission
Management can effectively use our scarce assistance resources to propel
Madagascar into a rapid development trajectory characterized by political
pluralism and economic competitiveness.

HMenac
6edrge (amner
Mission Director --
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. MADAGASCAR (687)

FY 94 - Annual Budget Submission

ANNEX D: PROGRAM FOCUS SUMMARY

PAGE 22

, o
FY 1993 E$1994I FY 1995

- [Objectve 1962 )
Project Activi ESTIMATE | PLANNED | REQUEST ! REQUEST
-Project1 Ag.Exp Lib Spt (MAELSP) 3675 - - -
Project2 Intemational Rice Research Inst (IRRI) - - - -
Project3 Comm Ag. Promotion/NPA/Project - 13000 7000 7000
Project4 PL480, T~Ill Comm Ag Promotion Support - §000 7000 6000
Project5 AEPRP Financial Mkt Development (FMD) - 14500 - -
Project 6 Afr Tmg Leadership/Skiils (ATLAS) 400 400 400 400
Project 7 Human Resources Development 200 500 700 300
Totals for OB Obijective # 1 4275 33400 15100 . 13700
Objective # 2 — ENVIRONMENT )
Project1  Sus.Approaches/Viable Envir. Mgt. (SAVEM) 4000 8000 4400 - . -
Project2 Know/Eff Appl/Pol Envr Mgt (KEPEM) NPAIPA 18000 6000 8000, 10000
Project3 Debt for Nature Swap 1500 4000 -1 L -
Project4 Environmental PVO Grants : - - - -~
|__Project 5 _ Afr Tmg Leadbrship/Skiils (ATLAS) | 400 400 400 400
Totals for Objective # 2 ! 23800 18400 12800 10400
Objective # 3 — POPULATION
_I _Project1 Population Sector Supporn (APPROPOP) 10000 - 7600 6400
" Project2 SEATS BRIDGE Buy—~in FYg1 : - - -
Project3 ORT/PRITECH 1000 - - -
Project4 Population Policy Reform NPA/PA - - - 4000
. Project& PL480 Title lI/Nutrition Program with CRS 2400 2332 2596 2700
Project6 Demo Health Survey/Census 310 160 - -
Project7 CS/EPI UNICEF 187 - - -
| _Project8 _Afr Trg Leadership/Skills (ATLAS) . 400 400 400! 400
Totals for Objective # 3 14307 2892 | 10596 | 13500
All other Projects/Activites ‘
Project 1 Electoral Assistance/116E Human Rights a 155 - - -
Project2 Self Help f 110 110 110 110
. Project3  PL 480 Emergency Food Aid i 1700 6000
‘Project4 Program Development &Support (PD&S) : 1425 1000 760 760
Project5 AVOTRA Orphanage : - - -
Project 6 Special Project Assistance Peace Corps - -~ -~ - - - = - AQ) - ——d
Total All Other 1 3390 7110 910 910
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The A.L.D. program 1o Madagascar generated no new counterpart funds in FY 91 and
92. Past generations were used during the period, however, for a variety of activities. These
included nartural resource projects, vaccination programs, energy studies, and rural infrastructure
development. Funds were also used to support GOM recurrent budgetary costs and to create
trust funds to support the mission’s local operating expenses. USAID and the GOM have plans
to use the remaining disaster relief funds (PL Title 1I) to alleviate the current drought affecting
the southern part of the country and to use the DFA generated funds to improve the counterpart
fund management system in GDRM ministries through the acquisition of computer equipment
and technical assistance.

USAID Madagascar has made efforts to resolve local currency problems that all donors
have faced over the past few years. These reside primarily in the GOM's inability or
" unwillingness to allocate the totality of agreed upon amounts to mutually identified activities.
Several meetings have been held to address this issue as well as to program remaining funds
with notable success. . We have accomplished the following:

1. Consolidation of 23 existing U.S. local curreacy counterpart fund accounts into four,

2. Accounting for past programming of approximately $25 million equivalent in outstanding
local currency balances;

3.  Identification of an additional $5 million to be made available for ongoing projects;

4.  GOM approval of $3.835 million for the AID OE trust fund account, including a first
tranche deposit in May of $617,500;

5.  Agreement on programming the balance of $1.5 million over the next two years for
drought rehabilitation in the South-and other mutually agreed priorities;

6.  Resolution of a serious bottleneck in the release of local currency funds for ongoing AID-
funded projects; and

7. A plan to computerize counterpart funds management along with technical assistance and
training for Ministry of Budget and Plan and Ministry of Finance personnel in
collaboration with other donors.

Efforts are underway to assist the government to develop improved system and
procedures for local currency management. This will in tur perm:t them to produce more
informative reports which will in turn permit USAID and other donors to insure that funds are
being allocated and disbursed to agreed upon activities in a timely way.

Future Local Currency generation will be programmed directly in support of our CPSP strategy
priorities for a few selected on-budget activities contained in the Pub.ic Investment Plan.
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MADAGASCAR (68T)
TABLE VIl — Schedule of Evaluations Completed and Planned

FY 1992, FY 1993, anc FY 1994

* Child Survival Activity Funded through PL480 counterpart funds.

Evaluation Officer:___ JOAN JOHNSON
Title: PROGRAM OFFICER
Project. Evaluation Date of | Date Sent Funding
Sector: Activities Evaluation | 0 AID/W PACD Level
(1) 1K) {4) {(5)
—
1982 .
MAESLP Tmg Component 8/92 10/92 8/95 $38,000
#687-0102 o]
Ambar Mtn " Final 12 892 1292 $60,000
#687-0103
IRR Interim am2 9/92 12/94 $40,000
Rice Research B I -
#6876-0105
Debt Swap
#687-0112 interim 2/92 8/92 9/95 $30,000
UNICEF/USAID * impact Evaluation 5/92 9/92 6/92 $10.000
' EPI Evaluation
1993
Ranomatana Final Eval 6/93 8/93 /33 $100,000
#687-0106 & Audit '
'SAVEM interim 10/93 12/93 3/96 $240000
#687-0110 :
1994 5
KEPEM interim 2/94 6/94 sm7 $60,000 |
#687-0113/0115
APPROPOP Interim 8/94 10/94 5/99 $180,000
#687-0107
Commercial TBD TBD TBD TBD TBD
Promotion _
#687-0118/0119
Financial Markets TBD TBD T8D T8D 8D
Development
AEPRP
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'FY 1994 ABS
" MADAGASCAR (687)

RESEARCH AGENDA
HEALTH, POPULATION AND NUTRITION

FY 92
Study of legal and regulatory constraints to delivery of family planning.

Feasibility of introducing NORPLANT (hormonal implant contraceptive) to local populatmn
. FY 93 S
Operations Research on the delivery of family planning services especially in cornrnumty based
 distribution, p]acmg family planning services into enterprises.
Fexsibility of local production of contraceptives.

Testing of Information Education Communication (IEC) messages.

_Study of Cost containment/recovery in the health sector, 'especially as it related to the delivery
of Family Planning.

AGRICULTURE
Commercial Agriculture Program:

A number of research activities will be carried out under the framework of the Commercial
Agriculture Program (No. 687-0119) design. These include:

- Studies of rice related policies to promote an efficient, competitive and predictable

market. Analyses will be done on rice pricing and marketing strategies, as well as investment.

and trade policies.

- Studies to identify seed related policies designed to promote a private sector seed
industry, and to assure that quality seed, such as rice, fruits, vegetables and oil seeds are
available to support commercial agriculture.

- Export related policies to remove barriers and monopolies to non-traditional exports of
agricultural products.

The output of this research will be a policy agenda for megotiation with the Government of
Madagascar to promote agricultural diversification and commercialization in high potential
zones, and to expand market linkages within and among regions in Madagascar, and external
markets.
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MAELSP Program:

- Under the Madagascar Agricultural Export Liberalization Suppornt Project (MAELSP No. 687-
0102), studies will be undertaken to develop new approaches to agribusiness development, to
identify the impact of Government interventions on decisions by producers and traders 1o invest
in agricultural exports, and to determine ways to eliminate remaining legal, institutional and
procedural constraints to expanded exports. The output of this research will be a revised policy
agenda to expand production and trade of non-traditional agricultural export commodities.

ENVIRONMENT

- KEPEM Program:

The Knowledge and Effective Policies for Environmental Managemen: Program (KEPEM No.
687-0115) will undentdke socio-economic field studies in up to six areas located near natonal
parks or protected forest reserves to identify needed policy and legisiative changes which
encourage local management of natural resources. Elements to be tested will include land
tenure, access and use rights of natural resources, and conflict resolution. Improved legislation
will be tested on a pilot basis for relevance on a national scale.
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FROJECT AMENDMENT NARRATIVE - 1

PROJECT TITLE: Sustainable Approaches to Viable Environmental .
Management (SAVEM) e

PROGRAM NUMBER:  687-0110

PROGRAM FUNDING LEVEL: (000s)

FY 93 R
Revised LOP $29,700 s

PROJECT AMENDMENT DESCRIPTION: The project purpose, to identify and initiate
systems (including institutions, methods, and behaviors) for the management of protected areas
of Madagascar and the peripheral zones adjoining those areas on a sustainable basis remains
unchanged as well as all other subobjectives and project activities to be implemented. However, -
during the initial project start-up activities, it was determined that two of the three project
components, the Biodiversity Planning Service (BPS) and the Grant Management Unit (GMU)
were underfunded by $3.1 million. Therefore, this amount is needed to fully carry out the
planned activities for these two components.

| This requested increase will add an additional $3.1 million to the LOP, thus increasing LOP
from 26.6 million to 29.7 million.

DESIGN SCHEDULE: A PP Amendment will be prepared in first Quarter FY 93. Obligation
is planned for third Quarter FY 93.

" CURRENT STATUS: Since the authorization project of SAVEM in September 1991,the
following activities have started. The technical assistance teams for ANGAP and GMU have

arrived. The Operational Program Grant for the BPS is expected to’ be’ﬁnahzed by the'endof —— —

FY 92 with the team arrival by the first Quarter of FY 93,

Delegation of Authority is with the USAID Director.



PROGRAM TITLE: Commercial Agriculture Promotion

PROGRAM NUMBER:  687-0118 (Project)
687-0119 (NPA)

PROGRAM FUNDING LEVELS:  $48 million over 4 years
: DFA/NPA - $24 million
DFA/PA ~ $6 million
Title OI - $18 million

FY93 Request 13,000.(PA $3 million/NPA $10 million)

. MAJOR DEVELOPMENT PROBLEMS ADDRESSED: After almost 20 years of
socialist ideology and a command economy which replaced market signals and incentives in the
productive sector, competitive trade of both food and export crops diminished. Government
agricultural policies discouraged production for the market, thereby leaving farmers to revert to
home consumption strategies. The agriculture sector grew at an average annual rate of 0.6%

. ..-between 1970 and 1980, well below the estimated population growth rate of 2.8%, and declined

at -0.1% between 1980 and 1983.

Despite Government efforts in the mid 1980s to inject growth in the economy through structural
adjustment and market liberalization, there was a limited response in the agricultural sector.
Three basic constraints remained: agricultural price and trade distortions; low level of effective
demand; and pervasive deficiencies of rural markets related 1o inadequate rural infrastructure,
inappropriate government interventions and regulation of commodity and input markets,
inefficient provision of public services, and deficiencies in the rural “inancial markets.

These underlying constraints discouraged the expansion of regional trade and competitive
markets throughout Madagascar, and fostered an environment of regional isolation, fragmented
markets, and a lack of information transmission.  All of these impediments_are linked o — ~ "~
inadequate physical and institutional market infrastructure, and legal! and financial impediments

facing economic operators. The key problem which the Commercial Agricultural Promotion
Program will address, therefore, is the pervasive lack of competitive market linkages within and

among selected high potential agricultural zones in Madagascar. A sacond problem is the lack

of foreign exchange for needed agricultural inputs such as seeds, fertlizer, and farm and
transport machinery to accelerate the production of a marketable surplus.

The Commercial Agricultural Promotion Program will support price and market liberalization
policy reforms started in the mid 1980s to provide farmers with opportunities to increase
-—production of surplus rice, off-season crops, and non-traditional export crops. Non-nce
agricultural activities in the central highlands, where market conditions are favorable, has
already begun to respond positively to these incentives. The Commerc:al Agricultural Promotion
Program will support this trend. Increases in rural incomes and marke:able agricultural products
from off-season and surplus production in high potential zones will stimulate market linkages

- —_——— —_ ———— ——
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among regions, between rural and urban areas, and between Madagascar and the worid
economy, and will contribute to a reversal of the process of impoverishment of rural households.
Interventions will be directed to those agricultural sectors and regions for which muitiplier
effects on the overall economy will be largest. Linkage models for the Malagasy economy show
that a policy based on the intensification of the small-farm sector in the high-potential, densely
populated areas of Madagascar will accelerate the development of the entire rural economy,

increase the size of the domestic market, as well as provide sizable off-farm employment
opportunities.

Altemmatives considered to inject growth into the economy included a strategy of rice
commercialization, and specific commodity development such as livestock and fisheries. . These,

however, were rejected as not being able to address cross-sectoral issues to promote market
linkages. ) RIS

-~

PROGRAM PURPOSE: The purpose of the Commercial Agricultural Promotion Program
is to promote agricultural diversification and commercialization in selected high potential zones.
Inter-regional trade of surplus production from high potential zones will contribute to the
achievement of the Mission’s CPSP Strategic Objective No. 2 - High Potential Zone Growth
Multiplies National Market Activity. Together with a proposed FY 93 Financial Market AEPRP
Program linked to Strategic Objective No. 1 - Increase Private Investment, and a planned future
program to promote expanded locally-managed market services, the CPSP Sub-Goal to Stimulate
and Multiply Competitive Market Linkages will be achieved. CPSP outlines were reviewed with
AFR Office Directors in the field in March 92. This program was put forth as a priority new
start for FY 93 (see ANTAN 2144 Para 9.)

The Program will promote the intensification of the small-farm sector and the rural non-farm
sector, and facilitate inter-regional trade. Market linkages will be strengthened as entrepreneurs
- search for cheaper inputs and more profitable product markets. Beneficiaries will include small
farmers, collectors and traders, and market operators. Women are expected to benefit directly,
since many offseason crops and non-traditional exports tend to employ women. Interventions . ..
will be directed to support business associations including smali-holder producers-associations:
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PROGRAM DESCRIPTION: The Commercial Agricultural Fromotion Program wiil
include three activity areas: -

- Policy dialogue leveraged through balance of payments support.

- Sectoral import supply.

- On-budget local currency programming for rural infrastructure maintenance and
promoting commercialization in high potential zones.

" Policy dialogue will address reform from among the following areas:

1. Rice related policies to promote an efficient, competitive, and predictable market. An
Interministerial National Rice Policy Committee will be advanced 10 analyze and develop rice
pricing, marketing, investment and trade policies. Possible policy and institutional dnnga o
be addressed by the Committee will:

- Help adopt an effective crop information and forecasting system.
=+ Help formulaté'a rice import and marketing strategy to assure even supply and minimize
price swings.

2 Seed related policies which assure that quality seed such as rice, fruits, vegetables and
oil seeds, are available to support commercial agriculture. Proposed policies will:

- Liberalize private seed production, muitiplication, imports and distribution.

- Establish quality control, inspection, sanitary protection, and certification standards.

- Formulate a National Seed Policy which defines and protects the roles of the public and
private sectors.

- Privatize parastatal seed multiplication and distribution centers.

3. Export related policies to remove barners and monopolies tc non-traditional exports.
Proposed policies will:

- Create a law on the formation of business associations, and update laws on the activities

of cooperatives and professional organizations.

- Modemnize and simplify the legislative, judicial and regulatory framework for
international and domestic trade.

- Update the regulatory framework on health, sanitation norms and quality standards.

Commodities to be imported under the NPA may include improved seed, fertilizer, equipment
for road rehabilitation and maintenance, farm implements, tool and die machines, and
telecommunications equipment. Title IIl commodities could include wood products, edible oils,
or rice.

—_—
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Local currency generations will be used as matching funds for local private use in road/market
rehabilitation and maintenance, seed multiplication and certification/inspection, marketing credit,
. guarantee funds for local investors, or support to producers associations. The Program will be

implemented by an Interagency Steering Committee under the chairmanship of the Minister of
Agriculture.

A planned complementary projectized technical assistance component ($6 m) will consist of: one
Senior Policy Analysis Coordinator to run the policy dialogue on seed, rice and export issues;
one Seed Policy/Industry Expert to look after the technical aspects of the seed industry; and one
Research Assistant to coordinate scope of work preparation and analysis of policy related studies.

Other donor programs will. complement the price and trade policy dialogue on rice and non-
traditional export crops targeted under the Program. The World Bank will coordinate
interventions on remaining price and trade distortions for the major export crops of vanilla,
cloves and coffee, and a number of other important domestic activities such as wheat, cotion,
oilseeds and dairy products. The FED and Swiss Government are leading the effort on road
"rehabilitation and maintenance in high potential areas. The on-going USAID-financed Rice
Research Project (IRRI No. 687-0105), and Agricultural Export Liberalization Support Project
(MAELSP No. 687-0102) are providing important technological and institutional support to
expand the production of rice and non-traditional agricultural exports.

The Commercial Agricultural Promotion Program will be managed out of a proposed new Office
of Market Business Development. A USDH Agricultural Business Officer (to be recruited),

~ assisted by an FSN Agricultural Economist, will be responsible for coordinating the policy
- dialogue and monitoring the progress and impact of the program.

The Mission plans an FY 93 and FY 94 obligation for the NPA of $10 million and $4 million
respectively, and $3 million in FY1993/1954 for the Project component. There are two policy
issues requiring AID/W resolution. First is the CIP versus Cash Transfer issue. A targeted CIP
is preferred in-order to maximize U.S. source procurement and directly support agricultural
sector impact needs. The Mission has previous experience with a CIP which was audited in
1991 and provides lessons for managing future CIPs. PAIP design will examine merits of a CIP

C e ——

in relation to the foreign exchange regime, private sector demand, and local currenCy ~

programming. The second issue refers to Title III modalities and availabilities in FY 93. A
combined NPA/Title III multi-year agricultural policy reform program is proposed which will
require separate modalities and approval tracks. A phased Title III will depend on food
availabilities in view of Southern African drought relief needs. Bureau guidance will be needed
to develop the Title ITI portion of the design.

DESIGN SCHEDULE: A PAIP Design team will be fielded in June-July. The PAIP will
be submitted to AID/W for review in September 1992, as the Title III component requires AFR
review. PAAD completion and Mission approval in the field is planned for May 1993.
Obligation is scheduled for June 1993.
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- PROGRAM TITLE: Financial Market Development (FMD)
PROGRAM NUMBER: 687-AEPRP (funding Source) o

PROGRAM FUNDING LEVEL: $14.5 MILLION
. FY93

MAJOR DEVELOPMENT PROBLEM ADDRESSED: The major development problem
addressed by this program is the inadequate level of domestic savings in Madagascar. Gross
Domestic Savings as a percentage of GDP was 11 percent in 1989. The comparable figure for
low-income countries (excluding China and India) was 18 percert. A significant factor
explaining the low savings rate is the state of the financial sector. Until recently, the public
sector played a preponderant role in mobilizing domestic and foreign resources and in allocating
them to investment projects. As the pn'vare sector’s role in the economy increases, the financial
system will have to take a greater role in the mob:l::auon and allocation of resources and in
ensuning the efficiency of investments.

Institutions in the 1990s will need to mobilize small-scale savings. Recent evidence
indicates increased monetization of the rural sector in response to liberalization of the economy.
Madagascar lacks an effective large-scale grassroots savings system that can capture the
considerable savings potential of the rural and informal sectors.

A high savings rate is essential 10 financing the level of irvestment consistent with
adequate job creation. The labor force grew by 2.7 percent between 1980 and 1985, 2.9 percent
between 1985 and 1990. It is expecied to rise to 3.2 percent within the nexf five years. Annual
new entrants into the labor force will average 175,000 during the period 1991-1995.

The Government of Madagascar has been working closely with the World Bank to
dcvelop a ﬁnancxal sector stmegy The Bank pmduced a ncpon in March, 1992, entitied

mtegyls based on achxevmg Lhrec objecnves 1)i mcrumng ﬁnancnl savmgs 2) mhanc:ng the
efficiency of investment, and 3) lowering the costs and risks of financial transactions.

The core of the problem of the weak financial sector is government effarts to capture for
its budgetary requirements the assets of the financial sector. This is done, first and foremost,
by denying the Central Bankanopentingmtusindepmdmtofmeuinistryofﬁmnce
Swondary means are mandating that savmgs mobilized by some_ financial institutions be
deposited in the Treasury.
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The proposed financial sector strategy addresses these issues directly. It calls for revised
Central Bank statutes, with a mandate to execute monetary policy. It calls for Central Bank- -

- Treasury financial relations to take place through a government securities market and for a
“comprehensive review of Central Bank organizational structure, systems, methods, manpower

. ——and logistics. The strategy deals with all aspects of the financial sector; capital market

developments, postal savings, social security funds, and payments systems.

PROGRAM PURPOSE: USAID/Madagascar will submit its CPSP in September 1992. CPSP
outlines were reviewed with AFR Office Directors in the field in March 92. One Strategic

- Objective of the Mission’s proposed strategy is to increase private investment. A target under

this objective is "Financial market reforms increase domestic resources for the private sector”.

-The AEPRP presented in this new program description will be USAID/Madagascar’s principale

tool to achieve this target. This program was put forth as a priority new start for FY.93 (sge

'ANTAN 2144 Para 9). A larger flow of savings through the financial system to investors will

lead to a higher- level of investment and job creation than would be the case without the
program.

Private investment recently in Madagascar has been in labor-intensive industries. Given

-the low-wages in the Malagasy economy this trend will continue. Labor-intensive industries tend

~ to employ women at rates equal to or greater than men. New savings opportunities will be

available equally to men and women. Consequently the beneficiaries of this program should be
both men and women, especially those in the lower-income groups.

PROGRAM DESCRIPTION: The Financial Sector AEPRP for Madagascar will have three
components. First, the independence and operations of the Central Bank. Policy measures will
specify the nature of Central Bank-Treasury financial operations via a government securities
market. These reforms will complement World Bank supported policy measures on the selection

~and tenures of board members and the adoption of a new Central Bank Charter. Technical
~ assistance from the Federal Reserve Board will help the CB operauonahze its new independence.

The second component is to establish the independence and improved operations-of the -~ --

Caisse d'Epargne de Madagascar (CEM). CEM is a public savings institution with officesin
208 towns, 250,000 depositors, and 35% of all individual term deposits. CEM is mandated to
deposit its funds with the Treasury. It receives a below-market interest rate on its deposits, 6%
compared to 12% on the money market and 13-14% in private banks. The CEM’s inability to
offer positive interest rates limits its ability to mobilize national savings despite its extensive
presence in the country. AEPRP policy reform would provide the CEM with independent
control over portfolio decisions. Technical assistance would strengthen marketing efforts, asset
management and explore the feasibility of establishing credit operations.

The third component will be to support development of a competent, independent General
Directorate of State (a GAO equivalent) and an accounting industry that will service increasingly
transparent and accountable public and private sectors, by means of short-term training and
technical assistance.
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The anticipated scope of the program is three years and the anticipated level is $14
. million. NPA of $10 million will be disbursed in two equal tranches against performance
criteria. $4.5 million will be projectized for supporting technical ass:stance and training.

The program will be designed in collaboration .with the Central Bank, Ministry of
Finance, and Ministry of Post and Telecommunications (supervising Ministry of the CEM).
Local private consulting firms will be employed for the institutional assessment of CEM.

The program will be consistent with the guidance contained in A.1.D. Policy Paper
°Financial Markets Development® dated August 1988. No policy issues requiring AFR/W
resolution are anticipated.

Mission management will reside with the mission economist. No USDH staff i increase

.~ - . is planned as part of this program.

. Noresearch activities are planned. Participant training will be 1:mited to short-term, with

most of the training of CEM employees to be m-counn'y Central Bank employees will be
trained in the US.
CIP VS. CASH GRANT: The mission’s current thinking is that a cash grant is more
appropriate than a CIP. The policy reform program is not linked to zn importing sector. The
allocation options being considered are : ]) disbursement to the Central Bank to support the
Open General License import system, and 2) disbursement to the Ministry of Finance for
payment of external debt (as is being done in the mission’s environmental NPA). The latter
option would ease the GOM financial burden when CEM funds are withdrawn from the
Treasury.

DESIGN SCHEDULE
a. PAIP Review and Approval - December 1992
b. PAAD Review and Approval - May 1993
¢. Obligation - June 1993

FIELD DELEGATION
Mission requests delegation of authority to approve PAIP and PAAD in field in view of

fact that program poses no policy issues and is a fairly straight forward program of financial
sector reform as has been undertaken under previous AEPRPs.
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PROJECT TITLE: Special Project Assistance Support to Peace Corps
PROJECT NUMBER: -687-SPA -

PROJECT FUNDING LEVEL:  (000s)

TOTAL .LOP: - $200 DFA over 5 years

FY 94 Request: $40

MAJOR DEVELOPMENT PROBLEMS ADDRESSED: After almost 20 years of socxa.hst
ideology many of the grassroots activities/microrealization activities aimed at people level 1mpact
have been discarded owing to lack of funds and expertise at the community level. In FY 1992
the GOM and the USG signed an agreement to begin a Peace Corps Program in Madagascar
Most of the voluntecrs will begin arriving in mid FY 1993.

In other countries Peace Corps Volunteers have played a major role in mobilizing community
efforts for activities which are critical and varied to small communities,

PROJECT PURPOSE: To provide resources in support of community micro activities
identified and initiated by Peace Corps Volunteers in conjunction with community leaders at the
grassroots level. This will allow flexibility in the types of activities which will be decided upon
by the volunteers and involved communities.

PROJECT DESCRIPTION: Types of activities could include but not be limited to
environment, heaith, population, education, private sector development and other activities which
correspond to stated development objectives of the country as well as that of USAID. Funds will
be obligated through Limited Scope Grant Agreement with country Peace Corps Director such

“as used or PVO type arrangement.

DESIGN SCHEDULE: Mission will design an overall umbrella project with procedures for

submitting proposals to USAID for consideration. DATE: FY 1993. Expertise: Mission Staff.



PAGE ©)

e Y

TIL 1Y 199 eest

snmsar  ssmsas

PP IS0 000K DUCHT SIRRLSSION
OYRESEAS OPERATING RIPEOSE/TOVST P9 HpOStSt

HEl ﬂil.'l .

1T 1997 Sstinint

mestamcet o o

BIC:1OEL- 21001 -V
Bisslos: DABSCISCAD

Tl e

LA L LR A e

-:""'3--....-8"

LA L L L L L L L

i Al Ll

-t----u-t-----

Mg
|
)
A
)
n
?
14
"M

1M
i

L R R B R ol o BB X ]
L oy e Ly ]
L e e --—:

- W e b W
S o m ke - -

EEsssssIzsse
-:‘ -
1= _15:%;
d¥zizzndzis

s

- e =
- un o= o

"
LR ]

1.0 TSIy
1D besie ly
rertine /el idar Pay
#her Cole 1)

IN:

-——

L]
biving Mertars dllw b4

Sosidontin) Nilinin 082

Genidentiel Bost
Ralsi/loping

" oy 4

(X}

"l

fepresestation dilee.
abatal

Htlaisl bos. Iny.

Tourity busrde



¥% 30%

ristirem sl Pisl &

. e e 1'150
_. '
(N TN I )
_ .
{
3
s
Ll En oot
vt 4l
11
e
[ U
Y] 16l
Y I
N
rr 6l
. £
{1l Ey
rs
"
i
"
yu
1"t
"y
mi U n )] i 1 i
- LSMIA £H61 L MO SESHIMI SR NI -H0
. m DIN VI 155N

B8] L--eoomeoeeenens
SSIO00 UBH) ISOM/ISININ MLV $TISIOL0
WISSIRANS 1006 T9AARY 9661 Lj

(5.000) wex[og 2e0)-Ju-Jup pan qems)
LITR

ERO(INIRI1R) 0] pesn KB) sbeepany

§ - visg SdEAIIng Tvdey

. PHrt

VU6 HITT SN ASIIDEN LARE W YRIOL

7 I N N g TR
R NN ARy $1500 30 WL0L
" (] s 1205y
1
850t ‘U WM LTI

N S M - Wy

Y 14 L T

pm " N sy u W

$ 1 " euiiol) iny

N | ] 1esdiab) (11

N ™ unuag BN

(1] TN YWl rirepiany

s I uneiy [rjieep ey

" ([ B,
*MIANS fu

UMD OYHS W 1meum

FIOOUE LI WS sugannseg ey

() ' I M I I R L T

1] N NSh et /g g0

Y] Y Y - T U T YR

[ S X § sk si[mmpieapng caedy

" " n S 1 Bug payehy

" "o 1151 maenm) e

[ S O Y K 11 m

[ I T o I 117 L]

6 11 B 5t IS 14 [eepanndg Jny

O o O N T ¥ (] 1901] S80am)00)

U { I T A0 T 1 [vaed) dujuiesy

[ 2 T I 1 I ¥ { S1Sa  sfeneeg wpyemce)e)

I UM R N A - sy ng

VEEE N STL CISH WpssiR - 53is)y eys

i [T ¥ He ey

Mmoo w6 "ns Sptg Ly}isang

[ U NI XTI |12

X I Y N Iy fyapeg -diady

(I N I N S e T )

U3 1IN S R B { usi LT FT

STEM 1) ) 2
EMTEVIMM 120N

S Ml u N HO
et EmEEmtmsaEsimseveTTET TR E

JTALLSE 2661 M

ARISYINANR :o0yhsLg
00010312~ Y804 - D08
LU,



|
|

DOPAGE Ay

-
R B RS S R v T S AR BE RS B B S e TR e TR SS S SE e e ik T S e A b AR AL S A T S S S B e i S S mm A

vor PEIBIL vorecnsasienisemnsnnasnrsarernns

"mim llrli. NI sl
OYERCORS OPERITENG REPEWSL/TEOST PODO DOONSE

i

"
v HCOTISES &
HI 8]

0PC: 004 1160T- 000

Tne Yt

10riC 1T 1393 TReORSY

n

"

n

"
L1 B
S B

enL

n

nasennrusmtpprisan

ket falaey

Kdacatlon §

*

- L L L L LY T )
- - A S e Py
L i X L L oL ]
LA-L A0 ¥ X .55 X3

- -
- ~~ -
LA R K L R L L X X X J

L L R L XY
- - -5~
ETTERZ=R=s2S
- -
-
- -
r

- - T o
-— - - -
=3 - e - -
="~
-
-
- -
- -—
- -
- - -
- - -
=S =
- -~
[—— s anwwm —— -
g2 =gty i

- LE X E X X X ]

- - et o gy e
L N N TR R

- e - -
RTTIRASSTCSEZRE
-~ [ -
LR B B N N NN R X N
L B R B X ¥ B X X ¥ B
- [

- - v

-“H--Igds=x=s

- rrrTrrrri i

Ly

-k

Cant of Livi

Post Saslgn Travel

Pest buslge Praight

Tove Loove Travel

Bewe Loars Troight

fiseation Traml

(AR R0

Rier Tramel
Seblatal

$her boaet

"t

EEEEEEE
Zep'

irdic }

i i

EER-=="§

RES====2

L) - -
- = »
- -
- -
- we  sa - . -
- -~ - - - -
- - - -
- - -— -
[~ -
- -
- -
- - -
- - -
e mE e mE . R o S e e mw e S S
- o = - -
- £ - = =
- - W e e .
S-grEe=g ==zZ-s~-3
-

-~ - ==

- A S v
— -

F¥IIEIZE

$iting Geartors dilee

loprsontation il
Soblatal

Bosldentisl Miiitine

Sesidentlel Bond
Ssint/Bopatiny




" D wing vy je-pmy prag asmy
' ¢ Mt
: et . 82113 ¥] pasn meg ahenyarg

‘ Bl § - deip fnam) vy
B : . ’ g T R TTH

e ' 2 E UM W' N ISIA 133N B 110l

e N noon " [N S N ¥ ] s
PEINC FHEY KR I N ORI MEL e VST M NSl 1% % W
"m0 (K " Y S NI M uMs el SLERRIN LG (2108
w0 Y} S KL N (2} 1ie e o "N 1 LA
[N Y ) re 5 (A N A R T
' " 1" " o e L L TR
oo $1s e e setRly a at
(TR Y (N[ [ ’EOFn MM madyady angy
" N "D un eeiiedy 231334
, rg 0 R ) : " SN m anjue) B
KT X ] oove $0 5 [ Amesdpely Jepisepasg
(N I N 11 N 15 FU LM anjun) rjasep)eey
moon e I X . -
; mos v (T T B IR Y | [ T N 71 PHE S WS W
Gt ] ] ) 3] o uR
! woot L tn Ul LI N T N BT
‘ ] " 3 [N Y BN ¥ 1] - -
. . (R 3 . _ 0 ve N ws weeEERE.. .
i ‘Woon ] R 1 FSIL 0 R (e wesd[van/serpeng 2oedy
: _ " [N ' : " (Y Y] 160 1w Soep JORLIME
" o,vr s K ) s sy weepjiidie
i 0 (] B8Ny Y W - TIm
(N7 DY T S & 1t té Rl 1N N na ' oy ddeg
. (21 N B ¥ 31 - Iy SE I FR B 18] 19wanindy dagyy
(¢ IS I ] 5 T R TR T 1 (LU UL
Tl TR T I Y ' st oen i T4} Bujugeay
enovst " « Iy L1 2 I ] 1150 shupieeg aejyrmaege)
I Y I Y v S L2 N T 2 [T Y I /1) I TR T
[ TIN5 T " S TI  J + (" QT T I T PR T
vsEooest 0 " "m0 Hi' gy
it RN 1 e N Hys §paney dqjanaeg
(X Y X)) N} (N Y I § ) e[ }ra[aeene)
N X T X} 1t [ O T N} LU UL
[ I N S Y ] [ [ I W ¥ | Coss J1vdng/rnqey Bujpling
[ 1O o T X [ o Y] T SN 21
(N O N Y ) VilK e s 10 #1))0
g TH TR
LTI | T i W i n i 50 iU 1 sl M U 1]
ameee - 4asmrrrac-smes mewawsesemeerE “emmerr. memmamen [T ‘.- PR !
1530000 Me61 i Mi0) L TR SISTION AL 400 L T ITR (1T
‘ . Mo JUTPREE] TR
. B {1 IRt et DO e TR0 T

510610 MU LSBRL/ISHNILN SR1INALIO SPSSMMAC $000-10012- 1004 000
. HISSIMNS LIDIAT TMAMY BEEL 00 f*Miu




(v 3OV

‘Aejesedes suo Loes I8y esee|d ‘pesn aie 830n0s Bupuny J8yYo i /|

09£'2 — C6Ad Sbi'C — €6Ad 0G8'L — 26Ad ISUORRNOE U| pesn ejes ebueyoxy

8'i8 L'i8 L0 S08 6'6L 90 96} 96} 00 TviOL
00 00 00

00 00 00

00 00 00

00 00 00

00 ‘ 00 0o 1} 840
00 00 00 IvS
00 00 00 483
¢ c' 00 bl (N 00 00 00 00 v4Q
00 00 00 dvad
00 00 00 - VYHH
00 s 00 00 Vol
908 6'6L L0 v6L 8'8L 90 964 96l 00 v3ao

A WS TR R mmm e e W G W MR e vEm e e MRS R M e e e e e e il ML S M ML WY S MED GED S S D GE Wk GED MER A e A S R SR R e

WVIOL OSdN3 HONd TW1OL OSdNd HONd TWIOL OSdNJd HONJ  30HNOS
|||||| pEBL Ad=~ === —==——— £66) Ad-—==-= —=—==—=— 286} Ad-———-= ONIGNNJ

. HYOSVOVAVYN -UOISSI
189 :ouBuQ
ALINEVIT FJONVHIAIS AHVLNNTOA Q3NUIIV NS4 QA 31avL



S e v g s oy e =
A L s ——— — =

‘AWVYN JONVH

:ANVN 3114
I E T T TN e T T T TS o TEEESEED oSS sE== T -t BT it it > 1 5 _
vsel 69¢ 00L S8  LEI 982 S99 981 006 2l €65 GEl 3147v101L
0t 0l _ ot _ ol o o S1OVHINOD H3MOJINVIN
652 652 8l e8! L6 L6 TNOLLNLULSNI HAHLO
ob ot S0 50 00 ‘ "LAOD ‘SN H3HLO
0EL 0s 069 €69 . 8y  S¥9 0'l9 0E  08S | 0Ssd'Nd
68 0% - 6e 001 gs 0s o8 Sy S€E 0Sd 'S'N
or ol ook ol €0 €0 : oiH 19040 ‘N’
ovL I g¥l  9€l | 9El 00} ool o)iH 10040 'S’
WIOL ©0Hd 4l 30  WIOL 90Hd 41 30 WIOL ©90Hd 4l 30 AHOBD3LVO IOHODIHOM
e PBB A = mmmm e —m e BB A ———m——m———r——m—— = 266L Ad ————— A==

) HYOSVOVAVIN :NOISSIN
, 18912 :0d8
. . - (oA InavL

8% TO¥d




PAGE 49

MADAGASCAR (687) TABLE VIII (d)
NARRATIVE FOR OPERATING EXPENSES/TRUST FUND
EXPLANATIONS FOR CHANGES

USAID Madagascar has straight lined its dollar Operating Expense budget (OE) for the ABS
period at $2.1 million per annum. Approved staff increases in support of new program activities
will be accomplished by varying the overall use of the funds within the allotted ceiling. Trust
Fund (TF) accounts for an average of 34% of the total operating year budgets from FY92 10
FY94 net of the 636C Requirements. To the maximum extent possible, TF will be used to pay
Mission's core expenses for the Malagasy staff salaries and benefits and for the local support
costs of USDH personnel.

USAID Madagascar recently negotiated the equivalent of $3.8 million in local currency as a

. replemshment to its Trust Fund Agreement through 1995. Since thesz funds are denominated
in Malagasy Francs, which devalues annually, the Mission will maxim:ze their use in FY93 and

FY94. The Mission has used a conservative inflation rate of 10% anaually in the analysis.

SUMMARY CHART

FYioe2 FYiexa FYipm

gE % T x o % T % 0B % T %
U100 J¢S 155% 10.3 1.1% 7890 I7.8% 3 249% ™7 3% s %
U200 0.0 0.0% 53 0.8% [ X} 0.0% 6.1 0.5% [ %) L% [ =] [ 539
U300 1954 3% 2913 2% A 17.4% 4106 J74A% W07 15.4% 4258 ¥4 %
[+17. .} 130.2 2% 2074 2D.0% 130 0.6% 34T Ba% [ 8] L3% 3o 2.9%
usoo 5254 250% 2724 30.3% 4Th. 1% nis 2.0 o 19 8% s s
Ueo0 ’m3 1% 1133 126% 4487 NI% 12.8 1.0% &) 4% 4 [ 33
QEAF 2,1000 100.0% 9000 100.0% 2.300.0 1000% 11200 $000% 2.100.L 1000% 12000 1O0.0%
836C $00.0 0.0 300.0 8.0
TOTAL 21000 900.0 2.600.0 12000 2.000.0 200.0

UCODE 100 SERIES
OE for USDH rose to 37% in FY93 and FY94 from 15.5% in FY92 in support of the Mission's
increase in its FTE level to 14.6 from 10. Significant cost increases are foreseen in U106 — —-
Education Allowance at $30,800 per dependent for the Away From Post Allowance. Post
Assignment Travel for new personnel and the reassignment of existing staff to AID/W totals
$328.0 U111/U112 in FY93. In FY94, the entitlement travel for existing personnel is $204.8
U116 with Home Leave Travel/Freight at $178.7 U113/114.

UCODE 200 SERIES
Mission received a FTE for one Direct Hire Foreign National Position in 1992. This FTE was
designated for the Controller’s Office for the establishment of a Class B Cashier position.

UCODE 300 SERIES
Tbempldgmwthmthehmﬂonlomlmmmﬁmmpmousmsmsamadmmmn
The focus is now on training the existing staff to enable them to assume greater respoasibility
in the overall operations of the Mission. Salaries and benefits for FSN-PSC average 35% of the
total TF budgets. The increase in U304 to $372.7 in FY93 is due to the addition of 11 FTEs
to support new USDH staff and to fill voids in key positions. The FY94 U304 at $377.8 is
inflation driven. e — ——
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The Mission will continue to provide hands on training to the Malagasy staff through local hire
PSCs and a limited appointment of an offshore contractor. The FY93 USPSC - U302 at $173.6
OE is due to the addition of an OE funded Food Aid Specialist to manage the PL480 and Famine
Rehef Programs and a Program/Training Assistant to implement the HRDA projects.
- The FY92 FN - PSC- U304 at $96.5 - FY92 is mainly due to the contracting of a TCN Chief
~ Accountant. This position was approved by AFR/CONT Bureau with a defined scope of work
~~ o assist the Mission with its conversion to a MACS Lan Network and to reinforce the training
of the local staff in the Controller’s Office.

Accrued Severance Benefits - U307, a new category, escalated to $78.8 OF in FY93 from $19.6
OE in FY92 since 80% of the FSN employees hired in FY91 will become eligibie for the benefit
in FY93 per the compensation plan. _

- UCODE 400 SERIES '
Mission incurred $128.6 - OFE in residential rents, utilities and maintenance and repazrs cosm in
in FY92 due to short falls in TF. All FY93-FY94 leases will be paid and ncgouated in TF.
-The FY93 increase in the residential security guard contract - U401 to $65.1 - TF is inflation
driven.

UCODE- 500 SERIES :

- ———-The Mission is attempting to fund more of the Office’s operations from TF. Net of FAAS costs,
the total OE costs for UCODE 500 SERIES declined from $525.4 in FY92 to $409.8 in FY94.

- The offsets are an increase in TF from $272.4 in FY92 to $393.9 in FY%4. TF will be used
to totally fund in-country travel for Mission personnel U513 in FY93 and FY94 and to fund the
transportation costs for travel scheduled in UCODES 515-U518. This tactic will enable the
Mission to conserve OE normally spent for travel for utilization elsewhere against Mission’s
critical operations.

UCODE 600 SERIES

~ The Mission maximized its build up of NXP assets to support its expanding operations between
FY91-FY92. The FY93 and FY94 - UCODE 600 SERIES budgets at 22% of total OE are
attributed mainiy to the replacement of existing assets. In FY92 - U607 - $205.7 OE has been

reserved for the purchase and installation of the MACS Lan Network and peripheral computer -.-

equipment. In FY92 - U606 - $ 157.4 OE has been obligated for the installation of a
telecommunication system which will enable the Mission to communicate directly with AID/W
and other field operations.

636C REQUIREMENTS

The Mission has budgeted $500,000 OE in FY93 plus $80,000 from TF and $300,000 OE in
FY94 for the purchase of residential property. This will provide some relief to our OE/TF
budget in future years since adequate residential property is already scarce and rents are expected
to continue to escalate as the city’s finite land is exhausted.
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MADAGASCAR (687)
FY 1994 ABS S -

TABLE VII (0) NARRATIVE

The Mission’s three top program sectors will require staff with strong technical and managerial
skills in Agriculture; Business, Industry and Private Enterprise; Natural Resources and Energy
Management, and Health Science, and Population - Backstops 10; 21; 30, and 50. We have
indicated the need to double our staff of employees in these categories from three to six stzrtmg
in fiscal year 1992. In addition, we will need to supplement our U.S. direct hire staff with
U.S. personal services contractors and institutional contractors to implement the programs
described in this ABS.

We will be unable to manage our existing projects and those to begin implementation by the end
of this fiscal year or early fiscal year 1993 without the increased staffing in the numbers and mix
of technically strong employees in all of our focus. areas, but especially in our first area of
agricultural marketing and busines$ development.” In this area we are expected to manage

- projects totalling $52.8 million over the next three fiscal years; Our second focus area, which

‘will concentrate on environmental protection, is expected to total $55.1 million in projects. Our
third area, which relates to health, nutrition and population, will consist of projects worth $27.8
million. The U.S. direct hire staffing in the four backstops will be critical to our ability to
oversee the increasingly large contract staff which will implement these projects, and to ensure
the prudent management of U.S. Government resources. This is why early recruitment to fill
these vacancies must be given high priority.
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