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MADAGASCAR STATISTICS

December 6, 2002

INDICATOR MADAGASCAR LOW-INCOME
COUNTRIES*
GNP per capita 2000 $260 $410
Average annual growth rate of GNP per capita
1985-95 -2.2% -1.4%
1998-99 2.3% 2.5%
Average inflation rate
1991-01 16.6%
1997-01 7.8%
Gross domestic investment, average annual growth rate,
1980-90 1.3% 2.7%
1990-99 0.9% -1.4%
Official development assistance, as percentage of GNP, 1998 13.5% 1.3%
Total debt service as apercentage of exports before 12.0%
debt relief, 2001 (estimated)
Gross Domestic Product (GDP), annual growth, 2001*** 6.7%
Gross Domestic Product (GDP), annual growth, 2002* ** -11.9%
Gross Domestic Product (GDP), average annual growth, 1991-2001*** 2.5%
Gross Domestic Product (GDP), average annual growth, 1991-2002*** 1.2%
Total population 2001 ** 15.4 million
Population, average annual growth rate (census 1993) 2.8% 2.6%
Percentage of population, 15-64 years, 1998 55% 56%
Urban population as a percentage of total population, 1997 29% 31%
Percentage of population below the poverty line
1993 70.0%
1999 71.3%
2001 69.6%
2001 (rura) 77.1%
2001 (urban) 44.1%
Life expectancy at birth 1998 (male) 56 59
1998 (female) 59 61
Total fertility rate, Demographic Health Survey 1997 6.0 5.0
Infant mortality rate (per thousand/DHS) 1997 96 89
Under-5 mortality rate (per thousand/WDR) 2000 146 107
Adult literacy 46% 54%
Primary school enrollment rate, 1993
femde 72% 65%
mde 75% 78%
Secondary school enrollment rate, 1993
femde 14% 22%
mde 14% 27%

* Low-income countries comprise countries with GNP per capita of $765 or less in 1995; figures in this column are

averages of these countries.
*x INSTAT projections, based on Census 1993, p.47
***  INSTAT

Source Unless otherwise specified, the source of data is the "World Development Report 2000"
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PART | EXECUTIVE SUMMARY

U.S. development assistance to Madagascar supports the policy gods of promoting good
governance and market-driven growth as mechaniams that will lead to better management of
Madagascar’ s unique natural resources, an overdl reduction in poverty, and aquditative
improvement in the health of the population. A successful program will have numerous ancillary
benefits, such as reducing vulnerability to HIV/AIDS, improving the country’s ability to manage
natural disasters, and enhancing its attractiveness as a commercid partner for the U.S.

Madagascar is one of the world' s top three * biodiversity hotspots.” Poverty, unproductive
agriculture, and weak governance continue to threaten the country’s natural resource base and its
unique biodiversty. Thevast mgority of Madagascar’' s fast- growing popul ation depends on
low-productivity, extensive agriculture for itslivelihood. Y et thisisthe main and most severe
source of environmental degradation. Deforestation, bush fires, and extensive cropping of
margind lands result in destruction of the ground cover necessary to prevent soil erosion, which
in turn contributes to watershed ingtability, more topsoil loss, and smaller foredts.

Madagascar’ s economy has considerable untapped potentia. For example, AGOA-induced
investments in Madagascar increased exports to the U.S. by 96.6% in 2000 and 72.3% in 2001.
This activity aso created over 60,000 jobs—making Madagascar one of the most successful
beneficiaries of AGOA. Textiles and clothing accounted for the mgority of this export growth.

Almost 70% of Madagascar’ s people lived in poverty in 2001, making it one of the poorest
countriesin the world. Poverty ismost widespread in rurd areas. 75% of the rurd population
live below the poverty line, compared to 50% in urban areas. Forty-Sx percent of adults are
illiterate. Infant, child, and maternd mortdlity rates remain very high; life expectancy a birth is
only 58 years (see Annex 6). Thisdire socid Stuation springs manly from the combination of
low economic growth—itsdlf in large part aresult of the country’s 20 years of falled socidist
policy—and an average annua population growth of 2.8%.

Conflict over the disputed December 2001 presidential e ection, though largely resolved, has hed
dramatic impacts on Madagascar’ s economy and on its poor. The economy contracted by an
estimated 12% in 2002, and over 100,000 people lost employment in the forma sector.
Agricultura production and rurd incomes were adversdly affected, and health and nutritiona
datus—aready low—has deteriorated. The distress of the Maagasy population, combined with
alegacy of corruption, presents chalenges for the new adminigration in its efforts to establish
good governance and restore economic growth.



Againg this backdrop of socia change and poverty, USAID/Madagascar sees hope, and setsits
plansfor the future. Thereis new opportunity in the palitical trangtion, and new prospects for
growth and sustainable development. The Mission is nearing the end of its Country Strategic

Plan FY 1998 — 2003. Over the course of the last two years much thought and planning has gone
into preparing the Misson's new Integrated Strategic Plan for fiscal years 2003 — 2008. The ISP
process, which was interrupted by the eight months of instability that flowed from the eection
crigs, hasresulted in anew Misson God: “ Sugtainable and Inclusive Economic Deve opment.”

This new god complements and builds upon the Misson's current goa of reducing poverty, and
dignswell with host country priorities, U.S. foreign policy, and USAID Agency gods. This
statement underscores the importance of economic and democratic transformation that involves
and benefits dl segments of society and is sustainable, both environmentally and in its respect
for the aspirations of the Maagasy people.

The new 1SP proposes the following four strateg ¢ objectives (SOs):

SO 4. “Governance in Targeted Areas Improved”
(Democracy and Governance, or DG);

SO 5: “Use of Sdected Hedth Services and Products Increased, and Practices Improved”
(Heslth, Population and Nutrition, or HPN);

SO 6: “Bidogicdly Diverse Forest Ecosystems Conserved”
(Environment and Rurd Development, or Env/RD); and

SO 7: “Critical Private Markets Expanded”
(Madagascar Agriculture and Trade, or MAT).

The gi of the Democracy and Governance SO is that the weakness of the country’s
democratic indtitutions, compounded by alack of good governance, hampers economic
development and reduces any program’s chances for success. The DG SO will pursue its god of
improved governance through intermediate results amed at building a deeper and stronger civil
society, increasing information flow, and increasing government responsveness.

The Health, Population and Nutrition SO will emphasize STI/HIV/AIDS prevention and
management, public health systems strengthening, and expansion of private sector hedlth
services to continue to improve child, maternd, and reproductive hedth and nutrition. 1t will do
this through the following intermediate results. Demand for Sdlected Hedlth Services and
Products Increased; Avallability of Selected Hedth Services and Products Increased; Qudlity of
Sdlected Hedlth Services Improved; and Indtitutiona Capacity to Implement and Evaluate Hedlth
Programs Improved.

Thefocus of the Environment and Rural Development SO will be on conserving
Madagascar’ s biologicaly diverse forest ecosystems. According to lessons learned, the most
efficient and effective way to do thisis through an ecoregiond conservation and development



approach (see Annex 8). This approach conserves critica biodiverdty habitets by linking
sustainable management of natura resources with environmentally sengitive devel opment, thus
improving peopl€ slivelihoods. Five intermediate results are planned: Improve Forest
Management System; Maintain Biologica Integrity of Critica Biodiversty Habitats;
Alternatives Adopted to Reduce Slash and Burn Farming; Increase Investment Initiatives and
Partnerships in Natural Resource Management; and Improve Environmental Governance.

The Misson’s new program in Agriculture and Trade will concentrate on accelerating
economic growth through market development and trade. Itsintermediate results are: Improved
Agriculturd Production Practices; Increased Agribusiness Efficiency; Increased Trade Flowsin
Sdlected Commodities; and Selected Policy, Regulatory, and Procedurd Changes. This SO
grows out of and will complement activities to protect critica biodiversty.

In addition, USAID’slast 10 yearsin Madagascar have demondtrated that there are strong cause
and effect linkages within and between these strategic objective sectors and a number of vital
cross-cutting areas. Under the ISP the Mission intends to continue its innovetive cross-sectora
effortsin the areas of food security, HIV/AIDS prevention, good governance, Information and
Communications Technology, disaster and conflict vulnerability, gender equity, and public-
privete dliances. Each Strategic Objective will aso incorporate a* criss modifier,” which will
facilitate the reorientation of program resources to criss response in the event of conflict or
natural disaster.

Findly, the Mission presents its proposed | SP as a sustainable devel opment, scenario-based
srategy. As prescribed in the Parameters Guidance (see Annex 3), the proposed strategy sets
forth arange of three different funding and staffing leves, and includes a management structure
for each of the three scenarios.



PART 11 ASSISTANCE ENVIRONMENT AND
RATIONALE FOR STRATEGIC CHOICES

A. Assstance Environment
1. Political Trends

Madagascar is emerging from an eght-month period of politicd ingability. The crigs began
following the disputed presidentia ection in December 2001. 1t escalated from massive public
demondtrations calling for greater transparency in the vote count, to generd strikes, economic
blockades, and ultimately intimidation and some violence; a breskdown of governmenta
authority followed. Mediation attempts by the Organization of African Unity and othersfailed,
and the Stuation became increasingly tense. Roads, ports, and airports were blocked, disrupting
transportation and the flow of fud and basic commodities from the coast to the high plateau.
Following the June 2002 recognition of Marc Ravalomanana over Didier Ratsiraka as president,
more than 400 people were arrested. Many of these arrests appear arbitrary.

The government of President Ravalomananais now firmly in control. It enjoys broad support
among the Maagasy people, and norma relations with most Western countries. It has stated its
commitment to restoring economic growth, improving socid services, eradicating corruption,
and adopting trangparent government systems. As an example: in September 2002 the Council
of Minigters adopted a decree requiring high public officids to document their financia satus.

To consolidate these democratic gains, the new government must be able to produce results—to
demongtrate that “business has changed.” Many of the new leaders, however, are inexperienced
in nationd politics: They have inherited a country in savere economic and socid crisis, and a
government not fully supported by other African sates. In addition, many of the democratic
weaknesses inherent in the old system of government persist, and contribute to Madagascar’ s
vulnerability to interna conflict (see Annex 10/Post-Crisis Politica 1ssues):

Rule of Law: The Condtitution cdlsfor judicid independence. In redity, judges are
subordinated to an adminigrative hierarchy dominated by the Executive Branch.

Decentraization: The Conditution calls for autonomous provinces within a unitary date.
The old regime attempted to “ deconcentrate”’ power, placing party membersin key loca
positions. It remains unclear how successfully the future decentralization process will
devolve decison-making and finances to loca authorities.

Civil Society: While the role of civil society has been increasing during the past decade, it
remains mogtly limited to urban centers. Its ability to act as an effective advocate or
counterweight to governmental power is ill weak. Independent sources of information aso
remain limited outsde of Antananarivo.

President Ravaomanana has cdled for Nationa Assembly eections in mid-December 2002.
Thiswill be the firs mgor test of his government's commitment to democracy. In the aftermath
of the last presidentia dection, expectations are high to see afree, fair, and representative



legidature seated. It iswiddy expected that these dections will consolidate President
Ravaomanana s popular mandate through 2006.

2. Economic Environment

Madagascar, alow-income country with a GDP per capita of $260, has over the past three
decades, seen adeclinein real per capitaincome of amost 50%. According to the Nationd
Ingtitute for Statistics (INSTAT), 69.6% of the population lived below the poverty line in 2001
(defined here as consumption of aminimum daily requirement of 2,100 calories)—and thiswas
before the recent months of political turmoil dowed the economy even more. Education and
hedth indicators, including literacy rates and life expectancy, are at or below averages for Sub-
Saharan Africa, and accessto basic public servicesisscarce. Thisis especidly truein rurd
aress, where 85% of Madagascar’s poor live.

On the positive Sde, Madagascar undertook significant reforms to liberdize its economy during
the 1990's. Asaresult, GDP growth between 1996 and 2001 averaged 4.7%. This
represented—in light of 2.8% annua population growth—an increase in GDP per capita.
Average inflation during the same period wasin angle-digitsat 7.8%. The GOM also made
progress in fiscal management (adeficit of nearly 3% in 2001 compared to 5% in 1996). These
accomplishments, though, have not yet had amgor impact on overal poverty. Recent findings
show that while macroeconomic policies have had some effect in reducing urban poverty, they
have had little impact in rurd areas, economic growth has dso benefited richer households more
than poorer ones.

Agriculture plays a centrd rolein Madagascar’s economy. From 1996-2001, agriculture’ s
share of total output (30% in 2000) declined dightly, but it remains the maingtay of the
economy: Agriculture contributes more than 60% of the country’ s export earnings (see
Annex 9).

Theindustrial sector, accounting for 13% of output in 2000, grew by 7.6% in 2001. This
was mostly due to the strong performance of the food, tobacco, and beverage industries and
the growth of the free trade zone; the textile industry in the latter was a mgjor source of new
employment, growing by 40% in 2001.

The service sector, accounting for 57% of output, increased steadily—4.6% growth in 1997,
6.1% in 2001—and was the economy’s mgjor source of growth (service sector expanson was
led by the tourism industry, transport services, telecommunications, and construction).

The African Growth and Opportunity Act (AGOA) fueed economic growth in
Madagascar and provides red opportunities for further expanson. The degree to which this
dynamic will continue depends largely on how competitively the country bounces back from
the 2002 crids, and how successful it isin atracting new (and retaining current) foreign
investment.

Estimates for 2002 indicate a contraction of Madagascar's GDP by 11.9%, mostly in the indugtrial
and service sectors. The industrial sector was virtudly pardyzed and has declined by nearly 25%,



while the service sector contracted by 12.5% (tourism, transport, and construction operated at
around 20% of capacity during the crisis). Free trade zone (primarily textile) production aso
dropped dramatically: an estimated 80% of the 100,000 workers in this sector are out of work or are
working reduced hours. The GOM estimates that it will take up to a year to restore export orders
and dtract new investment in a sector that was, until recently, thriving.

Despite this picture, there is a sense in Madagascar that the country is now more surely placed to
pursue a course of equitable growth. In September 2002 the GOM renewed its commitment to
poverty reduction under the Highly Indebted Poor Countries (HIPC) Initigtive, and plansto findizeits
Poverty Reduction Strategy Paper (PRSP) in December 2002. And in November 2002 the
GOM/World Bank program was restructured to promote economic recovery, improve socia services,
and reduce poverty.

3. Environment

Theidand of Madagascar (about twice the Sze of Arizona) has been cited as the highest
biodiversty priority in Africa—and among the top five globaly—by internationa conservation
organizations. Its owesthis satusto its unique combination of high diversity, endemism, and
degree of threat. More than 80% of Madagascar's flora and fauna are found nowhere else in the
world. Some taxonomic groups, including reptiles and amphibians, are over 95% endemic. The
country's origina floraand fauna evolved largely in isolation for 160 million years, proliferating
into awide aray of unusua and often unique organisms. Al of this combines to make
Madagascar especially important to the United States:

the idand is one of the top locations on the planet for adding to the world' s knowledge of
evolution; and

it provides astorehouse of plants and animals not yet known to science that could lead to
cures for mgjor diseases.

Madagascar’ s forests are also extremely important to theidand itself. They are complex
biologicad systemsthat provide society with awide range of essentid products (including timber,
fuel, food, medicine, and raw materids). Forests provide critica ecologicd servicesto the
idand, such as soil formation and nutrient cycling, pest and pathogen control, pollination,
climate regulation, and maintenance and control of weater flow and quality.

Unfortunately, Madagascar is aso noted for its high degree of environmental degradation (see
Annex 8). The area covered with primary natural forest has declined from about 25% in 1950 to
less than 15% today. Forest destruction is diminating vigble habitat criticd to innumerable

plants and animas. Poverty, unproductive agriculture, high population growth, ingppropriate
national policies, and weak governance aso thresten Madagascar’ s natural resource basein a
number of ways. These include encouraging dash and burn agriculture, deforestation,
unsustainable forest management, and habitat [oss. This, in turn, leads to plant and anima
extinction, watershed degradation, erosion, soil fertility loss, vulnerahility to conflict and

disaster, and afurther increase in poverty.

Madagascar is suffering from a severe agrarian crisis as well as an environmentd criss, and the
two are inextricably linked. The vast mgority (70%) of Madagascar’ s fast-growing population



depends on traditiond agriculture for its livelihood—and traditiond agriculture is the main and
most severe source of environmental degradation. Deforestation, bush fires, and extensve
cropping of marginal lands are removing the ground cover that protects the most highly erodible
soils. Degradation threatens not only biologica diversity and soils but dso watershed stability
vital to the agrarian economy. In rura Madagascar, poverty continues to threaten the
sugtainability of the natura resource base. Community members need more optionsto utilize
available naturd resources in a sustainable manner. Given the widespread food insecurity at the
household levd, forest remova is seen asameans of survivd. Thisis particularly true as
agricultural productivity stagnates and other natural resources are depleted without long-term
attention to their potential economic value as asustainable resource. As stated in aMdagasy
proverb: “Without the forest, there will be no more water; without water, there will be no more
rice.”

4. Hedlth Sector

Despite improvements in anumber of hedlth indices in recent years, Madagascar continues to face
serious health sector problems. Taken together, these problems have substantial implications for the
country’ s economic and environmenta well being and socid stability. The satisticstell achilling
gory:

Infant mortdity hasimproved dightly, but is till at 88/1,000;

Child mortdlity remains among the highest in Sub-Saharan Africa (only 44% of children are
fully vaccinated);

Due to acombination of poor feeding practices and repested episodes of diarrhea disease,
respiratory infections, malaria, and other illnesses, the mgority of children under five—and
50% of dl children—suffer from chronic manutrition;

Maternal mortdity is till high, with arate of 4.88/1,000. The contraceptive prevaence rate
for women in union isjust over 12% nationdly;

Access to potable water has increased since 1993, but 80% of the population gtill has no such
access, and

While the HIV/AIDS epidemic in Madagascar isin its early stages (estimated HIV
prevaenceis about 1%), Madagascar has one of the highest rates of classic sexudly
transmitted infections (ST1s) in theworld. Of progtitutesin three study Sites, 82% had at
least one ST1; in another study, 21% of pregnant women had active syphilis (see Annex 6).

The public sector and NGOs provide services a gpproximately 2,800 hedth facilities nationwide.
Quadlity of servicesis often below standard, however, and basic medicines and supplies are
frequently in poor supply. Approximately 65% of the population are estimated to live within a
five-kilometer radius (within a one-hour walking distance) of an MOH facility. Although the
number of sites providing family planning services has multiplied severa times over Snce 1992,
access to reproductive health services remains unacceptably low. Both public and local NGO



capacity to plan and manage effective programs remains week, particularly with regard to financia
and adminigrative management and use of data for planning. Madagascar has alimited but
emergent private health sector; most of these providers are located in urban and peri-urban centers.
The retionwide hedth infrastructure, information and logitics systems, and pre-servicetraining
programs are extremely wesk.

Public sector spending on the health sector has incrementaly increased as a share of GOM
expenditures, from 5% in 1988 to 8% in 1994 to 10% in 2000. Now, however, in the aftermath
of the recent political criss, the new GOM faces even more serious challenges to its health sector
programs. The hedlth care finance and cost recovery system needs to be reconstructed. The
overd| logigtics system needs to be strengthened. Salama, the central drug procurement agency,
needs millions of dollarsin recapitalization. The GOM has acknowledged these needs, and has
dated that one of itskey prioritiesis sustainability of the public hedth system. It has, for

example, committed HIPC savings to the procurement of essentia drugs.

5. Natura Disasters

Madagascar is vulnerable to recurring drought, cyclones, flooding, and plagues of locusts (see
Annex 10 and Addendum: Mapping Disagter Vulnerahility, Figure 1). For alarge percentage of
Madagascar’ s people, the damage caused by these disastersis an ever-present aspect of life; such
caamities continuoudy undermine the nation’s capacity to improve the well being of its citizens.
To make matters worse, the severity of naturd disaster impact and levels of human vulnerability
have increased in recent decades. Thisis mostly due to the continuing environmenta

degradation of the idand: deforestation, eroded soils, and contaminated surface water are among
the most pressing problems. The country’s physicd infrastructure is dilgpidated, and rapid
population growth exacerbates the impact of each natura disaster that comes aong. Chronic
poverty and food insecurity, inadequate socia services, and the physical isolation of many rurd
communities increase vulnerability. The severity of logistical and adminigtrative condraints
increases short- and long-term impacts and escalates the cost of disaster response: The total cost
of recongtruction following a series of particularly devastating cyclones during the year 2000

was estimated at over $128 million.

The Nationd Strategy for Disaster and Risk Management siresses the critica link between
emergency and development programs. Together, these help to reduce community and
household vulnerability and facilitate post-disaster recovery. The strategy emphasizes
prevention, preparedness, and mitigation. Itsintent is to reduce the human, economic, and
environmenta impacts of naturd disagters by building on—and strengthening—community
coping systems.

B. Strategic Planning Process and Decisions
1. Description of the Strategic Planning Process

USAID/Madagascar Sarted its broad process of consultative planning and andysis before the
end of FY2000. Many of the studies and andyses that would eventudly feed into the ISP were
st into motion then, and a number of brainstorming sessonswere held. Thisled to aMisson
wide Strategic Planning retrest in March 2001. Discussons continued al the while with



Madagasy partners, U.S. Misson Agencies, Washington staff, local cooperating partners, and
private sector and international donors.

The Misson used avariety of methods to listen to and engage interested parties during the
design of the ISP. These induded:

surveys to decide which development problems should be addressed (ranging from
nationwide in scope to asurvey of Misson FSN gaff);

committees to help shepherd the planning process (such as the in-house group tasked to
ensure that the | SP dealt comprehensively with gender issues);

workshops to dicit feedback from stakeholders (including severa amed specificaly at our
loca PVO/NGO partners); and

mesetings with key partners (al rdlevant GOM minigtries have been consulted).

Much of the effort expended during this process was aimed at developing linkages that would
serve to multiply the effects of the various proposed programs. The next step was submission of
the Concept Paper, which was reviewed in Washington in November 2001. Parameters
Guidance was received in January 2002 (Annex 3).

The process dowed during the recently ended eight-month political criss. The U.S. Misson's
Ordered Departure in April 2002 depleted the number of USAID/Madagascar staff in-country,
and dowed or stopped the operations of many of our loca partners. Consultations with
USAID/W continued nonetheless and, because of the presence in Washington of a number of
Misson gtaff, evenincreased. Finaly, in September and October 2002, planning parameters
were revaidated, and the last of the anadyses and assessments were completed. These remaining
pieces of the puzzle served to augment the collaborative consulting process, and dlowed the
Mission to findize the ISP for November 2002 submission.

2. Prioritiesof Host Country and Other Donors

Madagascar’ s new government presented a recovery plan to the international community in July
2002 based on agod of “rapid and sustainable economic growth.” Emergency measures were
adopted to: a) support the most vulnerable in society; b) assig private sector firmsin restarting
production and creating employment; and ¢) ensure adequate public services. Good governance
is a the foundation of new GOM recongtruction and development initiatives. The Government
also places heavy emphasis on the improvement of transportation infrastructure as a meansto
achieving emergency and longer-term objectives.

The new Administration is committed to completing the preparation of afull Poverty Reduction
Strategy Paper (PRSP). An Interim PRSP was completed, and Madagascar reached the Highly
Indebted Poor Countries Initiative Decison Point in December 2000. The objectives of the
PRSP are to accelerate economic growth for the benefit of the poor, and to improve the quality of
life. Thisisto be achieved through three axes:.

Economic opportunity. Improving economic performance with participation of the poor
(including an emphasis on rurd development and the environment);




Investing in people. Developing essentia public services (including educetion, hedlth, and
potable water); and

Good Governance. Putting in place an indtitutiond framework favorable to economic growth
and poverty reduction, and strengthening capacity for improved governance and relations
between the government and the governed.

The United States is among Madagascar’ s top five donors, together with the World Bank, the
European Union, France, and Jgpan. Donor coordination in Madagascar is highly effective. The
World Bank isthe largest donor by far, with a pipeline and estimated new resources of $800
million.

Key priorities among other donors.

Governance: The World Bank has identified governance as the central theme of its lending.
The World Bank, IMF and the EU are the primary providers of budgetary support, and link
this assstance to efforts to improve public financia trangparency and accountability. The

EU will support dso judicid reform, and the World Bank will play akey rolein effortsto
clean up trade in precious and semi-precious stones. UNDP, EU, Japan, Germany, and
Switzerland are partnersin electora support. Switzerland also provides assstance to NGOs.

Health, Population and Nutrition: The World Bank, UN specidized agencies, and France
are active partnersin the health sector, in such areas as materna and child hedth. The World
Bank is becoming the lead donor in HIV/AIDS prevention. UNFPA isamgor partner in
family planning. USAID aso collaborates with Japan, especidly on behaviora change
activities.

Environment: The World Bank, the EU, UNDP, France, Germany, and Switzerland are,
with the U.S,, active members of the Multi-Donor Group on Environment, Rurd
Development and Food Security. Each of these entities actively supports the implementation
of the GOM’ s Nationd Environmentd Action Plan as a sector program.

Economic Growth: The World Bank is the most active donor in supporting emergency
economic recovery efforts. The World Bank and EU are leaders in support for infrastructure,
especidly roads. The World Bank aso supports privatization efforts. The World Bank and
France provide support to the financid system, especidly in the development of mutua

credit inditutions. Agricultural development focused on the poor is a priority of the World
Bank, aswell asthe EU, France, and the International Fund for Agricultural Development.
The World Bank is a so the lead donor in the education sector.

Disaster Preparednessand Mitigation: UNDPisamagjor partner in disaster preparedness
and risk reduction. The EU has led the development of an early warning system for the
drought- prone South, and, with the African Development Bank, supports ongoing efforts to
contain locust outbresks and mitigate their impacts. The World Food Program is the mgor



partner in improving food security for vulnerable populations. UNICEF isthe key
multilateral agency in water and sanitation programs.

3. Rdation of Strategy to U.S. Foreign Policy

The proposed program is predicated upon U. S. foreign policy concernsin reation to
Madagascar. United States devel opment assistance to Madagascar is motivated by three primary
interests. (1) Madagascar’ s rich natura resources—notably its unique biodiversty, which is of
immeasurable globa importance; 2) the country’ s growing importance as a commercia partner,
as demondtrated by its exceptional response to the African Growth and Opportunity Act; and 3)
the deep poverty of its people, exacerbated by their vulnerability to recurrent natura disasters,
continued food insecurity, and lacunae in government management of socia sector priorities.
Madagascar is a'so agood partner in the globa war on terrorism. Complementary interests
include the nascent HIV/AIDS epidemic, which further threatens improved economic well-being,
and the evolution of the country’ s transition to democracy.

The Misson's Integrated Strategic Plan is directly linked to broader U.S. foreign policy
objectives. For example, in September 2002, the White House released The National Security
Strategy; it datesthat “[u]ltimately the path of politica and economic freedom presents the
surest route to progress in sub-Saharan Africa. ... The Strategy discusses the need to
grengthen democracy worldwide, and in Africa, dong with aU.S. desreto “ignite. . . globd
economic growth through free markets and free trade.” These gods are in complete accord with
the Misson’'s new grategic objectives in democracy and governance and economic growth.,
Moreover, the State Department’ s Bureau of African Affairs recently released its 2004 Strategic
Plan. Four of that document’sfive “overarching gods’ dovetall with USAID/Madagascar’ s four
drategic objectives (the fifth Africa Bureau god deds with terrorism).

U.S. foreign policy with respect to Madagascar is synthesized in the U.S. Mission’s FY 2004
Mission Performance Plan. Broad-based economic development isits top priority. The MPP
sees market- oriented economic growth as the best way to reduce poverty and spur investment,
and links it to hedth issues and bio-diversity conservation. Thisis closdy followed by the U.S.
Mission's number two priority: promotion of democracy. These synergies with the I SP reflect
the close collaboration and planning among agencies a Pogt.

4. Options Considered and Choices Made

The Misson consdered retaining its FY 1998 — 2003 God of “Reducing Poverty.” Whilefully
congstent with poverty reduction, the new god (* Sustainable and Inclusive Economic
Development”) was chosen instead to emphasi ze the important role that economic growth and
development plays in improving the well being of the poor. This choice dso responds to the post
crisis need to reestablish economic growth

Madagascar dso has a compelling need for increased investment in educeation (in accessto
education, and in quality of education) &t dl levels. However, the Mission has not proposed to
mount amgor initiative in this sector because: @) the Mission determined that USAID does not
have a comparative advantage in this sector, in part due to the language and pedagogicd barrier
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posed by French language ingtruction; b) other donors, notably the World Bank, are activein this
area; and c) program, Operating Expense and staff resources are constrained.

Other configurations of the Madagascar portfolio were presented in the Misson' s November
2001 Concept Paper:

The Misson consdered implementing democracy and governance activities as a pecid
objective or integrating them into other Strategic objectives. However, according to the
Parameters Guidance: “ The importance of maintaining a presence in democracy and
governance was underscored . . . . It was agreed that Democracy and Governance should be
aseparate Strategic Objective. ...

Limiting the program to two strategic objectives—in the environmental sector, and in
Hedth/Population/Nutrition—was consdered. The Misson felt, however, that this would
severely condrain its capacity to effectively address critical governance and economic
growth issues. In addition to the foregoing reasons for aDG SO, USAID is unique among
donorsin Madagascar in its market-oriented vison. Without an Agriculture/Trade SO, the
Mission would be much less effective in its efforts to leverage private sector and other
donors resourcesto help lift the rura economy out of poverty.

The Misson congdered diminating HPN interventionsin favor of a greater emphasis on
economic growth. However, health concerns are critica to sustainable economic growth:
improved hedth and nutrition are necessary for productivity increases, and fallure to arrest
the HIV/AIDS epidemic would have devastating economic impacts. USAID hasa
comparative advantage in supporting STI/HIV/AIDS prevention, socid marketing, drug and
contraceptive logigtics, child, materna, and reproductive hedth, and public- private sector
partnerships.

A combined Hedlth, Population, and Environment SO drawing on the Misson’srich cross-
sectora experience was dso considered. However, it was decided that hedth should not be
subordinated to the biodiversity conservation objective.

Based on athorough discussion of these options, the January 2002 Parameters Guidance (2002
STATE 02926; see Annex 3) gave the Mission the go-ahead to elaborate four strategic
objectives. in Democracy/Governance, Hedth/Population/Nutrition, Environment/Rura
Development, and Agriculture/Trade.



PART 11 INTRODUCTION TO PROPOSED STRATEGIC PROGRAM

Under its proposed Integrated Strategic Plan, USAID/Madagascar will maintain and sharpen its
focus on democracy-building, on improving hedth services, on conserving biologicaly diverse
ecosystems, and on reducing poverty through economic growth. The Misson believesthat its
new program best responds to the immense devel opment challenges that Madagascar will face in
the coming years.

The ISP isthe result of an extensve and integrated collaborative process. It isa program that
springs from USG priorities and Agency gods. It builds on lessonslearned. And its four
sectora programs are mutually reinforcing, with cross-cutting links connecting each of the
drategic objectives and many of the Intermediate and Sub-Intermediate Results.

A. Linkagesto Agency Goals and Objectives

USAID/Madagascar’ s new God is*“ Sugtainable and Inclusive Economic Development.” This
directly supports the achievement of the Agency drategic god of “[b]road-based economic
growth and agricultural development encouraged.” Through the individua SOs, the Misson
God dso supports severa other specific Agency gods.

Democracy and Governance. The new DG SO's emphasis on improved governance directly
supports the Agency god: “Democracy and good governance strengthened.” Much of this
SO's governance work will be in environmentaly sengtive areas, which supports the Agency
god of protecting the world's environment for long-term sustainability. The DG SO dso has
asub-1R amed at helping to create a degper and stronger civil society. This supportsthe
Agency cross-cutting theme of “ Civil Society Development.”

Hedth The Misson will focus on improving the use of sdected heath services and
increasing the use of selected hedth-related products, which directly supports the Agency
god of “[w]orld population stabilized and human hedlth protected.” Similar to the cross-
cutting work planned by the DG SO, many of the hedth interventions will bein priority
conservation aress (thus supporting the Agency’ s environmenta god).

Environment. The Environment/Rurd Development SO will center its activities around
conserving biologicaly diverse forest ecosystems. This supports the Agency god of
protecting the world' s environment. With its sub-1R aimed a improving environmental
governance, the Env/RD SO aso supports the Agency “good governance’ god. In addition,
much of the work being planned by the environment SO is directly tied to protecting human
hedlth (as seen by the number of cross-cutting links between this program and the Mission’s
hedth activities).

Agriculture and Trade. The new Agriculture and Trade SO will work to expand critical
private markets. Thisisin direct correation with the Agency objective of encouraging
broad- based economic growth and agriculturd development (arelationship further shown by
two of this SO’ s sub-Intermediate Results: “Increased Agribusiness Efficiency” and
“Improved Agricultura Production Practices’).
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B. USAID Pagt Accomplishments and Reationship to Proposed Program

Limited U.S. foreign assistance to Madagascar predates the establishment of USAID. USAID
maintained an office in Antananarivo in the 1960s and early 1970s. After a 12-year absence,
presence was reestablished in 1984. At that time, the program focused on food aid and local
financing of severd smdl interventionsin agriculture. In 1985, the Madagascar Agriculture
Rehabilitation Support Program began. Thiswas followed in 1988 by the Madagascar
Agricultura Export Liberaization Program.

The Misson God of the USAID FY 1993 — 1998 Country Program Strategic Plan was. “Broad-
Based, Market-Led, Sustainable Economic Growth.” It was comprised of four integrated
drategic objectives. 1) Establish Competitive, Pro-Business Climate; 2) High Potential Zone
Growth Multiplies National Market Activity; 3) Reduce Natura Resource Depletion in Targeted
Aress, and 4) Reduce Totd Fertility. It was supplemented with a“Target of Opportunity:”
Support Transition to Democracy.

The Misson God of the FY 1998 — 2003 Country Strategic Plan is Reduced Poverty. It operates
through a Specid Objective: Improved Environment for Private Initiative, and two Strategic
Objectives. Smdler, Hedthier Families; and Biologicaly Diverse Ecosystems Conserved in

Priority Conservation Zones.

Poverty and Economic Growth. USAID has addressed poverty through its environment and
rura development activities, its hedth and family planning initiatives, its P.L. 480, Title 1, Food
Security interventions, and selected poverty research projects. The environment program
addresses poverty through its* landscape approach,” which integrates rurd development, rura
income generation, and protection of critica biodiversty habitats. Work with the Nationd
Savings Bank (CEM) has stimulated increased access to savings for families of modest means.
48 percent of the CEM’s clients are women. Poverty will continue to be addressed through all
SOsin the new I1SP.

USAID programs have contributed subgtantialy to the underpinnings of economic growth in
Madagascar. 1n 1996-1997, for example, USAID assistance to the Central Bank was
ingrumenta in putting the country’ s World Bank and IMF programs back ontrack. USAID has
helped the GOM recognize the legd and administrative congtraints to trade and investment, and
assisted with the promulgation of more progressive business laws. Mission support for business
devel opment services spurred a $13 million SwissMaagesy investment in organic fruit,
vegetable, and oleoresin manufacturing for export to European markets. USAID pioneered
“Ecologic Invesment Zones,” encouraging tourist investments near magjor parks and stimulating
natural product exporter association development. USAID programs aso contributed to the
remarkable pre-crisis success of the AGOA initiative in Madagascar. The new Agriculture and
Trade SO will continue this work, while concentrating on addressing production and marketing
congraints ong the entire commodity chains.

Environment. USAID’ s leadership in the environment sector in Madagascar over the past ten
years has concentrated on support of the GOM’ s 15-year Nationd Environmenta Action Plan



(NEAP). The Mission’s support to the first and second phases of NEAP focused on developing
environmenta tools and approaches, including environmentdly friendly technologiesfor rurd
production and hillsde and watershed stabilization. An internationally respected nationa park
system now protects 8% of Madagascar territory (up from 4.7% in 1992), including 15 of 16
critical biodiversty habitats. Economic growth associated with the system—primarily in the
aress of ecotourism and natural products—directly benefitsthe rural poor. The size of the
“protected area network” hasincreased, too: from 1.1 million to 1.7 million hectares since 1991.
With USAID support, management of eight classified forests was transferred to loca
communities. Locad communities now manage forest resources in nine classfied forests overall
(200,000 hectares). Over 16,000 farmers have formed nearly 600 producer organizations
committed to abandonment of destructive land use practices in biodiversity-rich unprotected
forests. USAID activities are heping to dow the rate of forest loss. The cumulative rate of forest
lossin two USAID intervention zones over seven years (from 1993-2000) was 2.2% and 3.8%,
respectively; this compares to a 6.7% cumulative loss over the same period in norintervention
Zones.

The Mission is currently finishing implementation of its FY 1998 — 2003 Strategic Objective,
Biologically Diverse Ecosystems Conserved in Priority Zones. This cutting edge, multi-faceted
program stresses an ecoregiona gpproach to conserving and managing Madagascar' s unique
biodiversty while promoting environmentally sensitive economic growth. It isan excdlent

lead-in to the Mission’s propased new program, which will concentrate on conserving

biologicdly diverse forest ecosystems while working with people closest to the natura resource
base.

Democracy. Despite limited funding, the Misson has made meaningful contributionsin the
democrétic arena during the past decade. For example, the Center for Arbitration and Mediation
of Madagascar (CAMM)), the country’ sfirst dternative dispute resolution center, has been
established. The capacity of Madagascar’ s Chamber of Accounts and Inspector Generd to audit
the use of USG grant funds was strengthened. The Misson financed the compilation and
codification of eight commercia codes that were distributed to the nation’ s courts, and to other
public and private organizations. These codification efforts led to the production of afull text,
word- searchable CD-ROM containing 300 Maagasy legd texts, 1000 copies of this USAID-
funded CD-ROM have been distributed throughout the country.

In addition, dialogue between civil society and government has been strengthened. Debate over
the issue of corruption has been raised to the nationd level. USAID assstance has aso
strengthened nationd capacity to conduct e ection monitoring and civic education. Work with
the media has led to increased access to information through more and varied reporting on socid,
economic, and political issues. Through the Education and Democracy for Development and
Leand Initiatives, the Internet market is competitive and growing, strengthening information
links within the country and between it and the rest of the world. USAID hedth and
environment programs have worked with the DG team, and directly with community, digtrict,
and provincia authorities, in support of decentralization and increased advocacy around key
socid sector issues. Governance and decentraization issues are directly addressed by the
proposed new Democracy and Governance SO, and will strongly affect selection of specific
strategies and activities across all proposed SOs.
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Health. USAID investmentsin hedth in Madagascar over the past 10 years have demondrated
impressive gainsin child and maternd hedlth. Hedlth interventions emphasized health worker
training, community mobilization and heath education, and expanson of qudity child, maternd,
and reproductive hedth care delivery in the public and private sectors. The program dso
focused on the areas of food security and disaster mitigation and response.

USAID-funded activities were pivotd, for example, in the successful development of a pioneer
program in the Integrated Management of Childhood IlInesses. Contributions to the National
Immunization Program resulted in increased vaccination coverage. USAID family planning and
STI/HIV/AIDS prevention efforts increased contraceptive prevaence rates and condom sales.
Household food security nutrition interventions resulted in increased rice production and
increased exclusve breast feeding of infants. These positive results are due to the effectiveness
of the Misson’s community mobilization gpproach, its socid marketing efforts, and its success
in harmonizing hedth gpproaches with the Minigries of Hedlth, Interior and Administretive
Reform, Primary and Secondary Education, and Population. Investmentsin primary schools are
aso paying off, through the child-to-child approach, through adolescent reproductive hedlth,
through expanson of hedth information through mass media, and through increased
involvement with the private sector.

Many of the current activities will continue under the ISP's new streamlined health sector
program, and, as outlined in Part V, the Mission will seek to take past successes to scae from the
communeto the nationd level. It has become apparent, however, that systemic problems related
to hedth systems management is one of the issues most hampering improved qudity of care,

The new program will concentrate on this by working to expand private/public sector aliances
and drengthening procurement and logigtic systems.

HIV/AIDS. USAID has higoricaly been the main donor in Madagascar supporting the fight
againg HIV/AIDS and STls. Recently, USAID leadership led to government recognition of the
potential seriousness of HIV/AIDS in Madagascar, despite a ill-low rate of infection. Ongoing
prevention and management activities include socid marketing of condoms, targeted behavior
change interventions, support for research to improve data for decision-making, high-leve
advocacy to raise political awareness of STI/HIV/AIDS, and widespread Behavior Change
Communication and adolescent reproductive heath programs. The Mission has been successful
inintegrating STI/HIV/AIDS prevention and management across al its SOs.

Asdaborated in Annex 6, the nationa response to HIV/AIDS changed significantly in late 2000
when the GOM evidenced a new commitment by including ST1/HIV/AIDS prevention
components in its Poverty Reduction Stirategy. The GOM & so alocated savings redlized under
the HIPC Debt Initietive to prevention activities, and created a multi-sectoral HIV prevention
committee a the Prime Minigerid leve. In September 2002, President Ravalomanana elevated
national HIV/AIDS coordination to the Chief Executive' s Office. The World Bank isinitiating a
$20 - 30 million HIV/AIDS project, and the Nationa Strategic Plan for HIV/AIDS Prevention is
being findized. The Mission’s new ISP builds on its current program, and takes advantage of
the increasein GOM momentum by stepping up its public sector activities. At the sametime,
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the | SP reflects the Hedlth SO’ s greater role in leveraging support for programs sponsored by a
range of donors.

Disaster Response. USAID has been one of the leaders, dong with the UNDP and PV Os such
as CARE, in the development of disaster response capacity in Madagascar. The Mission
coordinates with these and other organizations to help the GOM implement its Nationd Strategy
for Disaster Risk Management. For example, awdl-organized Mission Disaster Management
Team isin place to work with government structures and the donor community in the event of a
natura disagter. After the year 2000 cyclones, the Mission obtained more than $20 millionin
Internationd Disaster Assigtance funds: $3 million was used immediately for emergency relief

and $17 million (from the Southern African Flood Supplementa Appropriation) was integrated
into the environment and hedth portfolios. These supplementa funds were used in the
rehabilitation of irrigation, road, rail, port, and agriculturd infrasiructure. Thiswork was
accompanied by the formation of community associations to help ensure the maintenance and
sugtainability of these investments, which link 100,000 rurd families to key markets and help to
gem further environmenta and watershed damage. Community hedth facilities were reinforced,
and capacity for production and distribution of safe water products wasincreased. Hedlth
education campaigns were conducted, accompanied by research into accel erating the adoption of
practices, at the household leve, to reduce the risk of diarrheal disease. Interventions were aso
coordinated with local governments to help develop community disaster preparedness plans.

The Mission has dso recently become more involved in prevention and mitigation activities. It
isintegrating these activities into the ISP by including disaster management components into the
community-level planning and governance work to be carried out under each SO.

C. Goal Statement

USAID/Madagascar’ s proposed new goa of “ Sustainable and Inclusive Economic
Development” is the result of along and participatory process (see Part 11.B.1). The Mission
feds strongly that the end result of that process sums up well what it hopes to accomplish over
the next five years: building on the current god of “Reduced Poverty” by bringing together three
descriptive and inter-rel ated themes:

Sudanability. The concept of sustainability reaches across-the-board to each of the
proposed SOs; in its absence, USAID/Madagascar’ swork will fal short of itsgoas. The
term itsdlf isdirectly linked to the Mission's flagship environmental program: according to

the Agency’ s own definition, one of the four key principles underlying “ sugtainable
development” is responsible stewardship of the natura resource base. (See Glossary of ADS
Terms) That same definition also speaks to the relationships between sustainable
development, good governance, and “improved qudity of life’; the latter concept is inherent
in every intervention being proposed by the Mission’s hedth SO.

Incdluson Inclusvenessimpliesthe active participation of al groups and members of

society in the palitica process; it is not only avital component of any democratic system but
aso of the Misson's newly focused democracy and governance program. The importance of
inclusivity in the proposed program is reflected by sub-results under dl of the DG IRS, two
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examples are: “Increased Advocacy Capacity of CSOs’ (working to bring more informed and
representative voices to the governance table), and “Increased Capacity of Independent
Media Outlets’ (bringing more information to more people).

Economic Development. Helping Madagascar’ s economy to grow and develop iskey to
USAID assgtance to the country. ItisaUSAID overdl god, it isthe top priority of the U.S.
Mission to Madagascar (as set out in the FY 2004 MPP) and of the GOM, and it remains the
mogt direct way to fight poverty. Helping more Maagasy people increase their incomes,

their chances of finding ajob, and their agricultural output—while conserving the country’s
natura resources and increasing participation in the governance process—will resultina
better life for all.

D. Cross-Cutting Themes

The Parameters Guidance for preparation of this Integrated Strategic Plan (see Annex 3)
“complimented the Misson on the multi-sector and integrated nature of the program and agreed
with the Mission that it should continue this gpproach . . . in order to maximize sudainable
development results” The Mission agrees with that guidance, having long felt that

Madagascar’ s developmental needs—and the work USAID is doing to address those needs—
lendsitsdf to a strategy with multiple cross-sector linkages.

Madagascar is one of the poorest countriesin theworld. It problems are interwoven: Poverty
encourages production practices that threaten Madagascar’ s resource base and biodiversity. It
perpetuates population pressures and health practices that contribute to ill hedth, draining family
resources and reducing productivity. It encourages political and socia behaviors—induding
gender disparities—that undermine economic development and good governance. Similarly,
lack of trangparency, responsiveness, and inclusiveness in governance inhibits economic growth
and accderates environmenta degradation, as do cyclica naturd disasters. Food insecurity is
both a cause and a consequence of destruction of the environment, poor hedth, weak
governance, and poverty. Thethreat of rapid escalation of HIV/AIDS, too, posesared risk to
continued development. And gender inequity directly and indirectly congtrains family,
community, and nationa economic growth and well being.

To address these concerns, the Mission held a number of “cross-cutting” meetings early inits
ISP process. These meetings were initidly designed to dlow the various SO teams to familiarize
themsdves with the earliest drafts of each other’s Srategic frameworks. Then, astheindividud
drategies evolved, the teams met to identify potentia cross-cutting areas and agree on the
meaning of common terms. Findly, the SO teams worked with each other, and with USAID/W,
to identify specific cross-cutting linkages and how best to implement them. The laiter, in most
cases, turned out to be “ shared resources supporting shared results.”

The primary cross-cutting issues that will be integrated throughout the Mission portfolio are:
good governance, Information and Communication Technologies (ICT), food security,
HIV/AIDS prevention and management, disaster and conflict vulnerability, gender equity, and
public-private aliances.
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The Mission sees good gover nance as one of its strongest cross-cutting issues. Its role has come
up again and again in discussons with groups in dl sectors of Maagasy society and the
development community: it is a necessary base to development in Madagascar. The new
Demoacracy and Governance SO has been put together just for thisreason. It will provide

integra suypport to the other SO teams in such areas as strengthening sector- specific civil society
organizations, increasing the flow of sector- specific information, and increasing government
respons veness across-the-board.

A basic premise of democracy (and good governance) is that citizens have access to diverse and
independent information sources. There is, however, a huge lack of information of dl kindsin
Madagascar, especidly at the provincia and most rurd levels. The Mission has successfully
begun addressng this need by implementing a limited number of Information and
Communication Technology (ICT) activities under its current strategy. It proposes to expand
these activities beyond the urban centers, e.g., by supporting increased accessto and use of ICTs.
Among other things, thiswill dlow the other SO teams to spread their programmatic messages
further and more effectively.

USAID has addressed food insecur ity through its maternd, child, and reproductive hedth
programs, through strengthening farmer access to loca markets, through community
participation in both the management of and economic benefits from the natura environment
surrounding their communities, and through disaster mitigation activities. P.L. 480, Titlell
programs include direct food aid distribution and monetization. Title 1l resources contribute to
child survivd, family planning, agriculture, and disaster preparedness activities.

USAID will guideitsfuture Title Il Food Aid to activities that contribute to the reduction of food
insecurity. Title Il will continue to support dl SOs and to strengthen cross-sectora linkages.
Pre-positioning strategies will be considered in remote regions and those vulnerable to disagters.
Crop diversficaion and agricultura intengfication will be encouraged in communities with

good market access. Title 11 Development Activity Proposds (DAPS) for programs beginning in
FY 2004 will concentrate efforts toward poor population sub-groups consdered most vulnerable
for food insecurity: children under age 2, women, communities vulnerable to disagters, and
communities close to fragile ecosystems (see Annex 7).

The Mission proposes to include Food for Work and direct food aid distributionsin the new Title
Il programs, oriented toward support to materna and child hedth and nutrition, HIV/AIDS, and
agriculture activities. The Misson will consder very cautioudy the use of monetization to

finance the next round of programs, and will discourage proposals that request 100 percent
monetization Priority areas for monetization activities will be disaster preparedness, agricultura
production (linked with the environment and agriculture/trade SOs), and activitiesin support of
the hedth SO, especidly in STI/HIV/AIDS and child survival.

HIV/AIDS prevention and management will be directly addressed in the hedlth SO. Examples
of HIV/AIDS linkages with other SOs.

Democracy and Governance
Coallaboration in mobilizing civil society to create open discussion of HIV/AIDS issues
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(for example, in DG's project to mobilize municipdlities);

Collaboration in NGO capacity-building by working with DG's existing partners such asthe
Malagasy Council of NGO's for Development and the Environment (COMODE);

Building politicd commitment in the GOM for HIV/AIDS prevention; and

Working with the Federation of Women in Business and other leading women's associations
to address gender issuesin STI/HIV/AIDS.

Environment/Rural Development and Agriculture/Trade

- Expanding HIV prevention and treatment programsto al partnersin the Health, Population
and Environment initiative known as Voahary Sdamg;
Maximizing HIV/AIDS education through farmer-to-farmer associations and environmental
groups, and
Including HIV/AIDS questions in basdline studies or environmenta impact assessments.

To better ensure the sustainability of its development investments, and to mitigate the potentia
impact of naturd disasters on economic growth and the fight againgt poverty, the Misson
proposes to integrate disaster and conflict vulnerability into the community-leve planning and
governance work to be carried out under each SO. Title Il resources will augment this cross-
cutting approach by continuing to support the naturd disaster-related activities of U.S. PVOs,
which in turn support loca NGOs, businesses, and communities,

In addition, a recently conducted internd Misson andys's identified five sources of ingability as
mogt likely to cause conflict and crigsin the country over the coming years. naturd resource
degradation, HIV/AIDS, land tenure issues, post-crisis political issues, and corruption. (See
Annex 10.) Theanayss concluded that the most obvious root cause of these conflict-related
disagtersis bad governance. Its recommendations to address these problems are being
incorporated into each SO'sindividud strategy.

Given that crises due to naturd disaster or, less probably, conflict are likely to occur during the
life of this strategy, each SO has an associated “criss modifier.” With the concurrence of the
Africa Bureau and Government of Madagascar, and subject to account and earmark restrictions,
program resources may be reoriented to respond to crises. However, funds will be used for
devel opment assistance programs and not for Disaster Assistance. Based on past experience,
such as cyclone response in 2000 and the political crisgisin 2002, interventions will be fully
integrated into on-going programs. Thiswill maintain continuity in program management and
obviates the need for presenting criss-based scenariosin the | SP.

USAID/Madagascar has paid specia attention to gender equity concernsin its new strategy, and
has worked to gpply gender andyssto dl sectorsand dl illudrative activities. As part of this
andyss, the Mission has attempted to ascertain how gender rdations will affect the achievement

of sustainable results under the ISP. In turn, it has looked a how those results might affect the
relative status of women. To help do this, gender-disaggregated indicators will be used

whenever possible.

The Misson actively participates in the UN-supported Gender Thematic Working Group, and
the Malagasy Gender Network. The Mission’s approach to gender integration is also informed
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by the Beijing Declaration and Platform for Action, by the Agency Gender Plan of Action, and
by aWIDTECH - Women in Development strategy outline for mainstreaming gender that was
prepared for the Misson in March 2001. The Mission dso intends to incorporate the Ministry of
Population, Women's and Children’s Affairs evolving nationa and regiond action plansinto
activity planning.

Public-private alliances will continue to be an important moddlity for implementing the
Misson's strategic objectives. Recent experiences with Phelps-Dodge and QMM-Qit Fer (Rio
Tinto Mining) demondirate that private sector entities have a clear interest in partnerships with
USAID to help address those environmenta and rura development chalenges that accompany
their private investments. The partnership between a USAID grantee and locd industry for the
production of a safe water product may spawn smilar initiatives (for instance, the locd
production of pesticide-trested bed nets). Private foundations and indtitutions such as
universities, zoos, and museums are likely partners for future aliances, especidly inthe
environmenta and hedlth sectors. USAID/Madagascar dready has successful partnerships with,
for example: the Packard Foundation in support of integrated hedlth, population, and
environment activities; CISCO Systems for computer systems training; and the Globa Alliance
for Vaccines and Immunization.
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PART IV STRATEGIC OBJECTIVE #4 -
GOVERNANCE IN TARGETED AREASIMPROVED

A. Problem I dentification and Past Achievements

While Madagascar has many of the trgppings of a modern democracy, its ingtitutions are weak
and continue to derive their authority from a dominant centra government. Under the regime of
Didier Ratsraka, decisons were made by an elite group at the highest politica levels, judicid
systems were best avoided by al but the rich, and alack of accountability and sanctions resulted
in aculture of corruption. Civil society remains weak and unorganized, unable to act asan
effective counterwelght to government excesses. As aresult, the notion of “government for the
people’ haslittle resonance in this country. According to USAID’s Democracy and Governance
Assessment, which was conducted in August 2001:

The teanm’ s overriding conclusion is that the disconnect between
the ruling elite and the masses is so great, government corruption
isso pervasive, and USAID resources are so limited, that in order
to protect itsinvestment in technical sectors (HPN, EG, AGR,
ENV, Title 1, disaster), as part of development of the new
Integrated Strategic Plan, the Mission should carefully consider
an increase in its focus on democracy and good governancein
order that itsresultsin all sectorsare sustained over time.

The weakness of the country’ s democratic ingtitutions, compounded by alack of good
governance, is having adirect impact on USAID’ s ability to effectively implement its programs.
Thislack of good governanceis at the root of poverty and conflict vulnerability in Madagascar.

Efforts to address these ills within the FY 1998 — 2003 Democracy and Economic Growth
Specid Program Objective (SPO) have focused on improving the environment for private
investment. This gpproach—with the ultimate goa of reducing poverty—worked in two ways.
Firgt, SPO worked closdy with the GOM to improve the legd, financid, and policy framework
for trade and investment.

The other haf of the program concentrated on strengthening civil society to ensure that didogue
between citizens and government was increased, leading to grester public participation in the
decisonmaking process. From nationd dections to the country’s Poverty Reduction Strategic
Plan, Maagasy were mobilized to give greeter voice to their concerns and demands. The
Mission has aso been a strong supporter of the Leland Initiative, helping to expand the use of the
Internet within Madagascar from zero Internet accounts in 1994 to approximately 12,000 Internet
accounts (each account has multiple users) by 2002.

While much work has dready been done in the areas of civil society and access to information,
work on good governance has been more limited within SPO. With afew exceptions—such as
the USAID-funded local chapter of Transparency International—civil society’ s ability to demand
trangparency and accountability from decison-makers remains very limited. Thislack of



expertise, coupled with the former government’ s near dictatorial hold on power for so many
years, has, in the past, made for dow progress in the area of good governance.

With the recent ingtdlation of anew government, however, there are new opportunities for
USAID to work with an adminigiration that has publicly committed itsdlf to indtilling better
governance. In agreement with the recommendations of the Democracy and Governance
Strategic Assessment, USAID has determined that targeted investments over the next five years
should lend integral support to the Misson’s other SOs in the key areas of civil society
grengthening, dissemination of information, and working with local government in priority

ZOnes.

B. Strategic Objective and Intermediate Results

“Governancein Targeted Areas I mproved” (targeted areas due to limited funding) isthe new
democracy and governance strategic objective for FY 2003 — 2008.

A strong democracy requires open and accessible flows of information, citizen participation in
the policymaking process, and a government that acts in an accountable and trangparent manner.
These attributes of democracy together can help ensure that government policy reflects the will

of the people. Thisin turn contributes to fairer uses of public resources—for example, improved
hedlth care, greater education opportunities, access to land, and more effective management of
natural resources—to better meet the needs and concerns of local communities. Limited funding
for this SO requires that its interventions be targeted.

While this SO will promote good governance explicitly and directly, activities undertaken in the
environment, agriculture/trade, and health sectors will serve aso as effective vehides for
advancing good governance. Benefits produced by these SOs provide compelling reasons for
individuds and groups to come together, discuss roles and responghilities, and advocate for
progressive change. For example, forming democratically run producer associations that alow
amdl-holders to benefit from trade and forest management provides a foundation upon which to
promote and improve governance practices. Hedlth groups that move beyond hedth issues to
influence other areas of economic and socid life are also powerful vehides for change, and can
foster democratic values and good governance principles at the grassroots.

To integrate and target these activities, common democracy results indicators have been
incorporated across all SOs and priority zones for implementation have been identified (see
Annex 11). A portion of funding from each strategic objective will be channeled toward good
governance activities, and results achieved under this SO will be shared across the Misson
portfolio. Further, while anumber of eements under this SO will focus at the nationd levd,
fidd-based work with loca CSOs, government, and information systems will be concentrated in
the Mission’ s priority provinces of Fianarantsoa and Tamatave, as well asthe Fort Dauphin /
Anosy region. Where gppropriate and complementary, SO activities may be implemented in
geographica areas where the Misson’'s Title 11 program isworking.

lllustrative Indicators for SO 4:
Increase in percentage of citizens showing confidence in their governmert;
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Increase in number of partnerships created between government and civil society; and
Progressin corruption as shown by Trangparency Internationa’ s Corruption Perception
Index (proxy measure).

IR 1: Deeper and Stronger Civil Society

In Madagascar, athough civil society remains weak and dominated by the urban dlite, progress
has been made in fostering a more vibrant sector during the last decade. At thelocd levd, the
growth of microfinance inditutions, farmer associations, environmenta coditions, and other
issue-based groups are encouraging signs for the future. In step with recommendations from the
Conflict Prevention and Vulnerability Assessment, USAID will continue to degpen and
grengthen the leve of civil society in the country, especidly in regard to its ability to act asan
effective advocate for good governance, induding increased public sector transparency and
accountability.

Deepening civil society means moving beyond the capita- based clients to the provincid,
regiond, and rurd levels. Current estimates place 60% to 70% of dl NGOsin the provincia
capitd of Antananarivo. This IR will work to move beyond this single set of actors and increase
rurd-urban, inter-provincid, and sectora networking. For example, deforestation is not Smply
the work of one nationa “environmenta” CSO. An effective advocacy effort should include
verticd and horizonta linkages among agricultural associations (due to deforestation’ s negetive
effects on farmland productivity and watersheds), headth groups (as the hedlth of the community
isso directly linked to the land’ s productivity), information centers (as they can provide the data
and information needed to change public and government opinion), and democracy groups (to
ensure people know their rights and can take legd action if needed). At the sametime, the new
Demoacracy and Governance SO will fogter the inclusion of youth, women, and the
disenfranchised in dl its activities.

In addition, this IR will strengthen civil society capacity. Thiswill indude fostering
organizations that are democratically managed, are able to trangparently handle outside funding
from donors or private groups, and are working toward grester sustainability.

Civil society strengthening dso entailsincreasing its role as a watchdog and advocate for good
governance. While civil society has expanded during the past 10 years, its ability to advocate
remans a arudimentary level: when compared to other African countries, most civil society
groups in Madagascar are “behind the curve’ inthisarea. They are unfamiliar with the concept
of advocacy, and lack the tools and training to undertake a cohesive effort. (Some of civil
society’ s mgjor accomplishments, such asinput into the PRSP process and drafting of an NGO
law, have not been followed up by the kinds of advocacy efforts needed to finish thejob. For
example, the NGO law, while drafted, has never been enacted into law.)

Linksto other SOs: This SO will strengthen advocacy skills among NGO partnersin the sectors
of environment, hedlth, and agricultureltrade. The god of this strengthening will be to give

NGOs a better understanding of advocacy, the training needed to coa esce around a chosen issue,
and moving that issue forward.
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lllustrative Activitiesfor IR 1
Provide training and support to strengthen the capacity of CSOs to advocate effectively at the
nationa and locd levels. Nationd levd activities will target organizations advocating for a
variaty of reforms, induding increased public sector transparency and anti-corruption. Local
levd activities will focus on building skills among CSOsthat advocate for issues usng a
community mohilization gpproach to improving hedlthcare and sustainably managng natura
resources in Fianarantsoa and Tamatave provinces, and the region of Fort Dauphin / Anosy;
Work with nationd federations and associations to increase the capacity of their provincia-
based, rura partners, and
Provide training and mentoring on financid, management, and organizationd reforms
necessary to create more representative, participatory, and financidly sustainable avil
society organizations.

[llugtrative Indicatorsfor IR 1.
Increase in number of times CSO coditions apped to the Government of Madagascar; and

Increase in number of targeted organizations showing improvement on an NGO index scale
(which would measure factors affecting capacity- building and sustainability of NGOs).

IR 2: Information Flow | ncr eased

Since the end of press censorship in 1990, Madagascar has seen a continud declinein the sae's
monopoly over radio and televison. During the last decade the country’ s independent media has
become one of the mgor ingtitutions promoting democratic development and good governance
practices. More than 100 small, private radio stations have sorung up dmost overnight in the
provinces. Although most of them are subsidized by loca patrons, they are offering an
dternative to the state-dominated coverage. There have aso been efforts to organize and
professondize journdigs, dthough mos of the training has been limited to Antananarivo.

Despite these efforts there remains a gaping lack of information at the provincid and rurd levels.
Only gate televison and radio have “nationa coverage’ (which the Ministry of Communication
admits covers but two-thirds of the country). And those programs that are broadcagt, at the
Minigtry’s own admission, often have little relevance to the daily lives of rurd farmers. A more
liberd communications bill, first drafted in 2000, remains to be passed into law.

In order to formulate interests and participate in policy debates, the Mission will work through
this SO to help ensure citizen access to diverse and independent information sources. These
include the eectronic and print media, newdetters or bulletins published by civil society
organizations, and a multi- sector information service center. Access to other independent
instruments, such as the Internet and e-mail, will dso be acatays for further information
sharing and consensus building.

The DG SO will dso work to help information find itsway to local leaders. Elected mayors,
isolated from information sources and by geography, often do not know their roles and
respongbilities, or what the most recent laws are, or even what neighboring communes are
doing. Communication links—whether with civil society or other government entities—stop
short of their door.
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Linksto other SOs: ThisIR will continue to build on work undertaken through Leland Initiative
and the Education for Democracy and Development Initiative (EDDI) to increase information
flow by establishing a more open framework and increasing the capacity of independent media.
Thisincludes nat only expanding the Internet, but so moving information, communication, and
technology methods out beyond the capital to selected provinces. Thisimproved infrastructure
will dlow the other SOs to increase the use of ICTs, Soread their messages more efficiently, and
reach deeper into rura areas at lower cog.

lllustrative Activitiesfor IR 2:
Provide technical assstance to the government to improve its regulatory framework for ICTs
(see Annex 2);
Increase thereach of ICTsinto rurd areasfor citizens, civil society, and government; and
Provide financid, organizationa, management, and journaism training to increase the
sugtainability of independent print and broadcast media outletsin targeted arees.

[llugtrative Indicatorsfor IR 2:
Increase in percentage of population using internet; and
Increase in percentage of country covered by independent media sources.

IR 3: Government Responsivenessto Citizens Demands | ncr eased

Trangparency and accountability have been lacking in the GOM. Norma checks and balances
seen in other countries are, for the most part, nonexistent. The historicdly strong role of the
date, plus the executive branch’ s domination of government, has crested a near monopoly on
power that threatens economic growth and socid stability (see Annex 10). Laws tend to be
enforced selectively: sometimes as aresult of lack of indtitutional capacity, sometimes by design.
Low leves of trangparency and responsiveness contribute to the discretionary power of public
officids, and to alack of accountability. Basic information is often unavailadle to citizens,
further impeding their ability to check abuses of power.

The new government offers an opportunity for change. President Ravalomanana has identified
good governance as one of hisnew “pillars,” and has taken steps to address corruption. Work
through this IR will saize opportunities that now exist to work directly with selected government
units on governance reforms, including improved environmenta governance and stakeholder
diaogue.

Linksto other SOs: USAID/Madagascar as awhole will work to support champions of good
governance. Building the capacity of reformist mayors and councilsin USAID’ s “priority aress’
will be undertaken in conjunction with other SOs and will include facilitating did ogue to ensure
that community prioritiesfor key forest ecosystems, hedlth services, and trade and agriculture
reforms are heard, understood, and integrated into local, regiond, and national-leve planning
and decison making. Within the DG arena, providing innovative, informationbased systems
that improve government services is one specific areathat will be addressed. Therisng fied of
€lectronic-government (e-government)—which results in amore trangparent and accountable
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way of doing business—will dso be linked to other SO issues and could be supported in pilot
aress.

lllugrative Activitiesfor IR 3:

- Support pilot e-government programs that increase transparency and accountability of loca
government;
Increase local government partners access to information; and
Support mechanisms (town hall meetings, public hearings, €tc.) that increase communication
linkages between civil society and government “reformers.”

[llugtrative Indicatorsfor IR 3:
Increase in number of government units that solicit citizen input; and
Increase in number of CSO issues responded to by the government.

C. Critical Assumptions

A stable government will remain in place during the next six years.

The GOM will continue to demonstrate greater commitment to democratic principles.
Sustainable economic recovery will continue during the next six years.

Funding will not drop below the low-level funding scenario (see sub-section F. below).
The DG SO will be supported with cross-sectoral funding.

Other donorswill continue to support their current DG- and education- focused activities.

D. Integration and Cross-cutting | ssues

Crisis M odifier: Resources under this SO may be redirected to reconciliation or to
organizationa strengthening and advocacy in the event of apoliticd or natura disaster. Where
appropriate, the DG SO could aso use Economic Support Funds, Conflict funds, or Internationa
Development Assistance.

Other SO Teams: Successin the other core areas of USAID’ s development agenda (agriculture
and trade, population, health and nutrition, the environment, disaster prevention) isinextricably
linked to democratization and good governance. Asoutlined in sub-section B. above, this SO
has been formulated to lend support to the Misson’s other SOsin the key areas of civil society
grengthening, dissemination of information, and working with loca leedersin priority zones.

This ongoing endeavor to ensure better governanceis redly the basis on which the other SO
activities are being built. Asnoted in the individual SO frameworks, the SOswill be sharing
common IRs, as well as resources, to avoid “ stove-piping” and to ensure greater collaboration.

Gender: During the development of the ISP, the DG team first engaged in agenerd discusson
of gender, followed by severd exercisesto hdp reinforce the definition of gender. Once there
was understanding and agreement on the term, the implications of a*“gender gpproach” were
discussed for each IR and possible st of activities. Specid importance was paid to the growing
“digitd divide’ in Madagascar, aswell asto the lack of local women leaders. Future activities
will strengthen women-oriented rura groups and civil society organizations at the nationd leve;
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will work with and train women local |eaders; and will help ensure that more women benefit
from ICT (e.g., that more women are trained in new technologies).

Other U.S. Agencies. The second performance god of the Embassy’s FY 2004 MPPis “The
development of democraticaly accountable government indtitutions in Madagascar that follow
therule of law.” This SO, through its work on good governance, will directly support this.
Close collaboration will continue with the Embassy’ s Palitica and Public Affairs sections.
Personnel from the Office of Democracy and Governance, the Office of Sustainable
Deveopment (AFR/SD), and the Leland Program will be utilized for technical field support
throughout the life of this program.

E. Local Partners

Government: Past programs in SPO have seen coordination between anumber of different
minigries, including Justice, Communications, Industry, and Commerce. As the trade and
economic growth activities evolve into anew SO, more effort will shift to the minidries
responsible for the communication and decentrdization sectors. Exploratory meetings have been
held with dl rdevant minigries to discuss the new DG drategy, and government officids have
expressed a readiness to collaborate.

Other Donors: Meetings have aso been held with other bilaterd and multilateral donors
working in the DG sector to ensure coordination, and the Mission has encouraged the
establishment of a DG working group. As mgor providers of budgetary support, the World Bank
and EU are engaged in programs to improve accountability and trangparency in public finance.
The Ravdomanana government is in the process of consolidating its mandate, with legidative
elections scheduled for December 2002. A number of other processes are il to take place,
including new provincia gubernatorid eections, decentrdization, and the resumption and
findization of the Poverty Reduction Strategic Plan. Donors are moving forward cautioudy in

this dill-changing environment, and USAID personnd will continue to coordinate as the
programs of its donor partners are finalized.

L ocal Organizations: The new DG SO will continue to support loca organizations working
towards good governance, induding the loca chapter of Trangparency Internationa, and expand
efforts to identify new partners, both within the DG arena and other sectors. As detailed above,
the move to strengthen advocacy effortsinlocad NGOsisinitsinfancy. The Misson will be
looking to expand its base of collaboration, both at the nationd level and in targeted priority
areas.

F. Alternative Approaches

This SO was developed after lengthy consultations with donor, government, and loca partners.
The cornerstone of the research used was the DG assessment conducted in July 2001.  While the
politica Stuation has changed since the assessment was completed, many of the underlying

truths for the country—a week legd system, weak ICT sector, high levels of corruption—dill
remain despite the change in leadership.
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This SO will continue to build on work accomplished to date through, e.g., civil society, the
Leland Initiative, and EDDI. Responding to the DG assessment’ s recommendations, a more
explicit emphas's, however, will be placed on promoting good governance. Work in the area of
legal reform was not considered because of the limited budget available to this SO, and dueto
work aready planned by the EU in thisarena

Themid-leve funding scenario is needed to implement the DG activities as outlined above & the
nationd and locd leves. At thisfunding leved, additiond resources will be forthcoming aso
from other SO teams to address such cross-cutting issues as srengthening the ICT, civil society
development, and the incorporation of grassroots environmental, health, and economic growth
concernsinto regiona development and governance agendas. These funds are crucid for the full
implementation of the DG program.

Under the high-level scenario, greater results would be achieved. Firgt, the DG SO would
expand the number of issue-areas pursued by civil society, and increase the number of targeted
government units receiving information and technica assstance. These programmeatic changes
would be determined in consultation with the other SO teams. Second, thislevel of funding
would alow the DG SO to pursue anti- corruption efforts more aggressvely. Third, the high-
level scenario would dlow USAID to play arolein Madagascar’ s decentralization effort.
Within the time frame of this drategy, it is certain that the decentraization process will take
place. Becausethe Misson's environment, health, and agriculture programs work at the most
basc rurd leve, it is crucid that the current “deconcentration” efforts be turned into true
decentraization. The outcome of this process will have a profound impact on the Mission's
portfolio. The DG SO should be in a position to commit resources and technica assstance to
help ensure a positive outcome for dl programs.

Under the low-leve scenario, activities would be severely congtrained. This would be due not
only to the drop in funds directly available to the SO, but dso (because the new DG program has
been designed with close linkages to the other Mission SOs) to the decreased share of funding
that the other SOs would be able to contribute to DG activities. Low leves of funding would
result in fewer CSO and government partners, would hamper the Mission’ s ability to support
meaningful change in the ICT sector, and would subgtantidly curtaill DG activitiesin the Fort
Dauphin/ Anosy region

G. Measuring Results

In light of the intertwined nature of the new ISP, monitoring and measurement of common IRs
and pooled resources are being refined among the different teams. Also—asin the past—the DG
SO will continue to work with itsimplementing partners to design a usable and affordable

system of monitoring results. Efforts will dso be mede to include Madagascar on the
Afrobarometer survey in the future (the Afrobarometer is an internationd collaborative

enterprise of the Ingtitute for Democracy in South Africa, the Center for Democracy and
Deveopment- Ghana, and Michigan State Universty).
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PART V STRATEGIC OBJECTIVE #5—
USE OF SELECTED HEALTH SERVICES AND PRODUCTS
INCREASED AND PRACTICESIMPROVED

A. Problem I dentification and Past Achievements

As described more fully in Part 11.A., and despite some red advances in hedlth sector indicators,
the Madagascar hedlth care system remains one of the weakest in the world — in a recent WHO
report, it ranked 159" out of 191 countries.

USAID leadership in child, maternd, and reproductive heglth has been key to strengthening
Madagascar’ s capacity to address priority hedlth issues. USAID has contributed to a major
turnaround in the Nationa Immunization Program: the percentage of children receiving

Diptheria, Pertusss and Tetanus (DPT3) immunizations increased from 48% in 1997 to 55%in
2000 (in USAID focus areas, 2001 data show DPT3 rates at 94%). Overal, 87% of infants are
completdy vaccinated in USAID stes, compared to 44% nationwide. Exclusive breast- feeding
of infants increased from 46% to 83% in target groups. And in USAID target aress, 76% of
children 12-23 months of age received Vitamin A supplements, compared to 50% nationaly.

USAID family planning services and HIV/AIDS prevention efforts have continued to meset
performance targets as well. Condom sales through socid marketing increased from 1.1 million
in 1996 to over 6 million in 2001. The contraceptive prevaence rate (CPR) increased from 5%

in 1992 to 12% in 2000. In USAID focus areas, 2001 data show arange of CPR from 15-23%.

And the number of Sites where couples have access to reproductive hedlth and family planning
services grew nationally from gpproximately 150 in 1992 to 1,145 in 2000.

With funding from the Southern Africa Hood Supplemental Appropriation, the production
capacity and sale of anew safe water product increased to 250,000 bottles per month in 13,600
retal outlets, providing clean water for gpproximatdy 2,550,000 people every month. USAID
support in developing a hedth information system and for various studies and surveys, including
the national Demographic and Hedth Survey, has dso greetly increased availability of reliable
data for decision-making.

B. Strategic Objective and I nter mediate Results

“Use of Selected Health Services and Products I ncreased and Practices | mproved” isthe new

hedlth sector strategic objective for FY 2003 - 2008.

The next five years The Mission proposes a streamlined HPN program; key program aress are:

increasing the demand for and qudity of sdected child, materna, and reproductive hedlth
services and products;

improving availahility of priority products and services through expanding private/public
sector dliances and strengthening procurement and logistics systems,

STI/HIV/AIDS and mdaria prevention and management; and

improving nutrition practices and household food security.
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The new program reflects an expansion of private sector participation and socia marketing,
greater emphass on participant training and U.S/Mdagasy partnerships, and greater
collaboration with civil society organizations. 1t will dso reinforce the Misson's environmental
objective of protecting biologicaly diverse ecosystems, as well as support the GOM asiit
prepares for and attempts to mitigate natural disasters.

The new program reflects current needs in the health sector in Madagascar. It considers
USAID’s comparative advantage and budget levels and, based on 10 years of experience,
proposes logical next steps. Thefocusis on people-leve impact in terms of “use of services’
and “behavior change’ at two levels. At the naiond leve, the program will reach the entire
Malagasy population through policy didogue, ingtitutiona capacity development, socid
marketing, and media activities. At the commune levd, intensve and fully integrated SO
activities will improve the supply of and demand for qudity health services and products among
goproximately 8 million people (hdf of Madagascar’ stotd population). The program will
identify successful interventions a the commune level and inditutiondize them a the nationd
leve, induding the “champion community” gpproach, child-to-child program, and behavior
change activities designed to empower women and families as pro- active stakeholders and
managers of their own hedthcare needs.

Support is till needed to strengthen the public sector hedlth system, particularly logistics
management of essentia drugs, contraceptives, and the vaccine cold chain. The program will
contribute to improving key indicators such as immunization rates, contraceptive use, exclusve
breastfeeding, bed net use, condom use, trestment of STIs, and use of selected services. The
Intermediate Results should lead to improvementsin hedth status and decreasesin fertility.

lllugtrative Indicators for SO 5:
Increase in Contraceptive Prevalence Rates,
Increase in DPT3 coverage,
Increase in exclusive breastfeeding;
Increase in Vitamin A supplementation in women and children;
Increase in condom use;
Improvement in appropriate STI trestment; and
Increase in use of treated mosquito bednets.

IR 1: Demand for Selected Health Services and Products | ncr eased

An increase in demand for health services and products requires knowledge of hedlthy behaviors,
positive attitudes toward modern hedth care, and a desire to seek and use hedth services and
products. Based on recent community work in the area of behavior change communication in
Madagascar, it is clear that knowledge of healthy behaviors alone is not enough to cregte
demand. Communities that have motivated change in persona and community norms and
atitudes have been the most successful in improving key hedth indicators. Community leaders
who aso work closdly with the public hedlth sysem have chdlenged the system to improve
sarvices. Private socid marketing programs and NGOs reinforce messages, motivation, and
access to health services and products.  The health sector needs to work more with such “non-
traditional” health groups to expand knowledge and promote positive atitude for change.



lllustrative Activities for IR 1:
Mobilize communities through the * champion community” gpproach to supporting selected
hedlth services, products, and environmentd initiatives,
Child-to-child school health education programs,
Socid marketing of services and products,
Behavior change and communication campaigns using mass media, cinemobile, and other
channdsfor targeted messages,; and
Hedlth education in agriculturd and environmenta organizations.

[llugtrative Indicators for IR 1:

Increase in percentage of target population that know about the transmission, prevention, and
treatment of malaria, STIs, HIV/AIDS, vaccine preventable diseases, and diarrhea; and

Increase in percentage of communities mesting “champion” criteriafor hedth and
environmen.

IR 2: Availability of Salected Health Services and Products | ncreased

As demand isincreased, services and products (such as contraceptives, condoms, vaccines,
essentid drugs, bednets, safe water, and nutrient dense foods) must be made more available. It is
frequently systemic problems related to health systems management, rather than hedth worker or
client knowledge, which hamper improved qudity of care. One of the principa systemic
condraintsis the inability to make avallable timely and adequate stocks of essentid drugs and
other commodities & the hedth services ddivery leve.

lllugrative Activitiesfor IR 2:
Deveop logistics management tools for procurement and management of health products;
Strengthen indtitutional cagpacity to plan for and manage hedth commodity needs, induding
the formulation of anationd plan for contraceptive security (see Annex 2);
Promote loca production of health products;
Support a nationa socia marketing program; and
Pre-pogtion essentid commodities in cyclone vulnerable aress.

[llugtrative Indicators for IR 2:

Decrease in percentage of service ddivery stes that report a stock out of selected products
during the previous 12 months, and

Increase in numbers of modern contraceptives and condoms sold.

IR 3: Quality of Selected Health Services | mproved

Use of hedth servicesiis highly dependent upon the quadity of care provided. Qudity is
generaly measured againgt accepted protocols or standards. While continuing education for
hedlth professonds exigs, there is aneed to sysematicaly strengthen their pre-sarvicetraining
in technica areasthat are quickly changing. Examplesinclude: STI case management, nutrition,
Integrated Management of Childhood IlInesses, infectious disease control, and family planning.

Illudtrative Activitiesfor IR 3:



Technica support for pre-service training to medical, public hedth, and nurang schoolsto
incorporate the latest standards and guidelines in selected technica arees,

Promote the Essential Nutrition Action package as anationa standard;

Expand the implementation of guiddinesfor ST1 case management for high risk women; and
Conduct operations research on maariaand STI/HIV/AIDS program issues.

[llugtrative Indicators for IR 3:
Increase in number of medica, public health, and nursaing schools that have incorporated
state- of-the-art technical updatesin their curriculum;
Increase in number of STI cases treated according to nationd guiddines; and
Cold chain fully functiond in 112 hedth didtricts.

IR 4: Ingtitutional Capacity to | mplement and Evaluate Health Programs | mpr oved

The strength of hedth ddivery systems depends on the indtitutiona capacity of public, non
governmental, and private sector organizations to use trained personnd to provide appropriate
sarvices. The Mission proposes to expand public hedth training through U.S. - Mdagasy
univerdity partnerships. Because 80% of health services are most needed in rurd aress, the
Misson will continue to support private organizations and NGOs that provide rurd hedth
sarvices, particularly in regions containing critical biodiversity habitats. Experience here has
shown that—in addition to hedth organizations—environmentd, agricultura, and arange of
women’s and community groups are aso able to promote health messages and provide referrds
to the nearest hedlth centers. Expanding access to health information through the media and
organizationa networks multiplies the impact of the forma hedth sector. Madagascar dso hasa
wesdlth of nationa survey data, but disease surveillance systems are week (particularly HIV, ST,
and mdaria). The Misson plans to support technical assistance to strengthen these systems.

lllugtretive Activities for IR 4:
Deve op partnerships between Madagascar’ s medica, public health, and nursing schools and
U.S. schoals of public hedth and nursing;
Develop partnerships with the Nationa Medical Association and private practitioners,
Strengthen disease surveillance systems and the Demographic and Health Survey; and
Support NGO organizationd and technica capacity to provide key maternd and child
services.

[llugtrative Indicators for IR 4:
Increase in number of forma agreements between U.S. and Malagasy-based hedth
organizations,
Increase in qudity health data available for GOM and civil society organizations, and
Increase in percentage of NGOs supported that demonstrate increased technical and program
management sKills.

C. Critical Assumptions

The GOM maintains a strong commitment to and continues to view health of the Malagasy
population as key to economic devel opment.



Economic growth supports greater private sector expansion and individual ability to pay for
health services and products

D. Integration and Cross-cutting | ssues

Crisis Modifier: Program resources under this SO may be redirected in response to acrisis
resulting from natura disaster or conflict. For instance, ongoing programs may be reoriented to
affected populations, or assistance may be provided to overcome logistical congtraints induced
by acriss. Where appropriate, the HPN SO could a so be funded with IDA resources.

Health, Population and Environment: During the current strategy period, integrated program
activities have been supported in regions important to the preservation of biologicaly diverse
ecosystems. “Integrated” means that various sector-specific activities—in hedth, family
planning, environment, and agriculturd development—are better coordinated between and
within the organizations working on them. The underlying hypothesis has been thet integration
focused on the interaction between such sector specific activities—in communities and in the
organizations providing technical and financid support to them—will yidld better results than
separate sector-specific efforts.

To date, these efforts have been supported under the Misson’s objectivesin environment and in
hedlth, in partnership with the USAID Bureau for Globa Hedth’s Popul atiorn+ Environment
Program and Environment Hedlth Project. USAID was dso ingrumentd in leveraging $2
million over four years from the Packard Foundation to further Health/Popul atior/Environment
efforts. Technica support for integration has been provided to awider array of implementing
partners through the newly established Voahary Sdama (“hedth dong with dl that is naturd”)
consortium, which is now recognized by the GOM as an officid non-governmental organization.

Through Voahary Sdama, USAID provides: (1) direct financia support to NGOsfor program
integration in the Moramanga and Fanarantsoa regions (see Annex 11); (2) technica support
through training and materids to a broader array of partners; (3) support for monitoring and
evaluation to test and document the effectiveness of integrated approaches; and (4) support for a
secretariat to coordinate timely and effective communication anong dl Voahary Sdama
partners.

Gender: The new HPN program considers women's participation throughout: in health activities,
in access to information, in participation in decisorn-making, in access to resour ces for
investmentsin family hedth, and in opportunities for training and leadership in the public hedth
fidd. Inaddition, men'srolesin family hedth are included, such asfathers participationin
monitoring child growth and nutritional Status, men's condom use, men's role in contraception,
and men'srolesin promoting community hedth. Actively engaging men and women on family
and community hedth issueswill lead to more sustainable maternd, child, and reproductive
hedlth results. Global evidence demonsirates that improvement in these aress has a postive
impact on women's productivity and qudity of life.

HIV/AIDS programs will include activities to strengthen safer-sex negotiation skills and other
activitiesamed at helping women take grester control in sexua decison-meking. Public hedth



survey data will be disaggregated by sex to determine differences in use of hedth care, vaccine
coverage, nutritiond status, attitudes toward condom use, etc. Professond training
opportunities developed in the new drategy will emphasize femde participation on an equd
basiswith maes. Leadership training for women will dso be emphasized.

Food Security: USAID’s efforts to improve the food security of Madagascar’ s most vulnerable
populations, and respond to potentia disasters, have been afocus for the HPN SO over the past
five years. HPN has spearheaded efforts to address food insecurity through its nutrition,
materndl, child, and reproductive health programs (see Annex 7). Increases in agriculture
productivity through Title Il programs contribute powerfully to food security by augmenting the
quantity of food available and improving food access. Food security issues dovetall with HPN's
effortsin disaster preparation and mitigation. HPN and Title |1 partners work in the most
cyclone-vulnerable aress, a the community leve, to train leadersin cyclone preparation and
response and to pre-position food, pure water product, and hedlth supplies; and at the nationa
levd, to help the Nationd Disaster Management Council build a sustainable disaster early
warning system and improve nationd response to cyclones. During and following anaturd
disaster, HPN has taken the lead in working with the Office of Foreign Disaster Assstance to
manage the USG response, and with Title |1 partners, Food For Peace, and the World Food
Program in delivering food aid to affected populations.

E. Local Partners

Government: HPN works closely with the GOM Minigtries of Hedlth, Interior and
Adminigrative Reform, Primary and Secondary Education, and Economy, Finance and Budget
(including the Nationd Statistics Indtitute, or “INSTAT”). The schools of medicine, public
hedlth, and nursing are dso key indtitutions for developing U.S. - Maagasy partnerships.

| nterventions such as the national immunization program, HIV prevention, socia marketing, and
selected others will involve the government and dected officids at the centrd, regiond, didtrict,
and community levels.

L ocal Non-governmental Partners: Loca nortgovernmentd partners include internationa and
locd NGO/PV Os, the network of faith-based NGOs, arange of community groupsinvolved in
the promotion of hedlth, agriculture, environment, and education initiatives, private physicians,
media associations, and private and public schools. Private organizations, companies, and
fectories that provide hedth services will aso be consdered.

Other USG Agencies: The Peace Corps and USAID collaborated closely over the past eight
yearsin child and materna hedlth and in HIV prevention, and these efforts will continue.

USAID and CDC have combined forces in the areas of polio surveillance, assessment of the HIV
surveillance system, and in cholera and diarrhea diseases and development of the clean water
product Sur’ Eau; thisrelationship is expected to degpen. Inthe areaof HIV prevention, USAID
has worked closdly with the Department of Defense and the Embassy’ s Public Affairs Section.
USAID aso serves on the Embassy’ s interagency HIV/AIDS prevention committee.

Other Donors: USAID will continue to work closely with other donors to coordinate human and
financia resources to support hedth initiativesin Madagascar. The key international hedlth



donors are UNICEF, the UNFPA, the World Bank, the European Union, the Japanese Embassy,
GTZ, the World Hedlth Organization, and the French Cooperation.

F. Alternative Approaches

This SO is based on in-depth andlys's and assessment of the status and trends in nutrition,
maternal, child, reproductive health, food security, and disaster preparedness. The Mission
studied the dements contributing to sustainable hedlth programs, the socio-economic and
political context of hedth systems, and identified redistic outcomes. Lessons learned during the
past 10 years of USAID work in Madagascar informed the new direction and approach.

Initidly the Misson considered placing the SO at the highest impact level to measure changesin
fertility and child mortdity rates. However, in spite of much progress, change in hedth
indicators and the nutritiona status of women and children continuesto come dowly. The
Mission recognizes thet the country’ s level of economic development and the availability of
resources to support the hedth sysemislimited. Thesefactors, together with USAID’s
manageable interest, led the Mission to conclude that the program is not ready to graduate to the
next leve, i.e,, that the Strategic Objective should rest at the outcome, or behavior change, levd.

The Mission aso considered how best to focus resources for maximum impact. Alternative
scenarios for supporting the public and the private sectors were andlyzed. Given past experience
working with the Minigtry of Hedlth, the current political context, and the need in the private and
NGO sector for capacity development, the SO is designed to provide optimum flexibility and
will balance support among the public, private, and NGO sectors. During the past five yearsthe
Mission placed substantia program resources & the Didirict and community levels. Inthe
development of this SO, resources will continue to be focused a the community level. To
broaden impact, however, a greater focus will be a the nationd leve to strengthen systems and
pre-servicetraning. The strategy dso dlows for future expansion of the private sector
components of the program such asincreasing work with NGOs, private companies, the media,
and socid marketing of selected hedlth products.

Over the past decade, the Mission has demonstrated remarkable resultsin Contraceptive
Prevaence Rates, immunization, and breast-feeding in targeted areas. HPN has forged strong
partnerships with the GOM, loca NGOs, and donors, and mobilized communities have led a
groundswell for improved health services and products. At the mid-levd funding scenario, the
Mission could maintain these results and expand to additiona geographic areas and populations,
supporting both the public and private sectors. At the high-leve, the program could broaden its
reach even further, and deegpen activitiesamed at building grester systemic change and
sugtainability. In particular, it could provide significantly more support to greater numbers of
NGOs, broaden the access to and use of hedlth information services and technology, and
appreciably strengthen nationd management of drug, vaccine, and contraceptive logigics
systems. Thelow levd islessthan HPN received, on average, during the past five-year Strategy.
Consequently, the expected results will be severely congtrained; the programwill betightly
focused geographicaly, and the reach of activities limited.

G. Measuring Results
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The basdline for measuring program impact will be the 2003 nationad Demographic and Hedlth
Survey (afollow-up survey is scheduled for 2008). USAID is coordinating this survey with
INSTAT), the GOM, and other donors. All key indicators for program basdline information will
be included in the 2003 survey. In addition, anational household survey funded by the World
Bank will be completed in 2004 and a UNICEF Multiple Indicator Survey in 2005. Periodic
program surveys, socid marketing sdes data, and the GOM hedlth information system will dso
be used to monitor program indicators.



=%~ USAID/Madagascar Health, Population and Nutrition (HPN) Results Framework

Strategic Objective #5

Use of Selected Health Services and Products Increased, and Practices | mproved
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PART VI STRATEGIC OBJECTIVE #6 —
BIOLOGICALLY DIVERSE FOREST ECOSYSTEMS CONSERVED

A. Problem Identification and Past Achievements

Madagascar has been identified consistently by the international community as one of the highest
biodiversity conservation priority countriesin the world. Some experts believe that the country
harbors more genetic information per unit area than anywheredsein theworld. A hectare of
forest logt in Madagascar has a greater negative impact on globa biodiversity than a hectare of
forest logt virtualy anywhere ese on earth. Poverty, unproductive agriculture, high population
growth, and wesk natural resources governance thresten Madagascar’ s natural resource base by
encouraging dash and burn agriculture, deforestation, unsustainable forest management, and
habitat loss. Thisleadsto plant and animal extinction, watershed degradation, eroson, soil
fertility loss, conflict and disaster vulnerahility, and more poverty (see Annexes 8 & 10).

USAID has provided extensive leadership in the environment sector in Madagascar over the past
ten years, primarily through support to the fifteen year (1991- 2006) Nationa Environmenta
Action Plan (NEAP). The USAID/Madagascar environment program has been one of the
Agency’ s flagship environmenta programs. To help conserve Madagascar’ s heritage, USAID
has implemented a cutting edge approach that has consgtently linked a hedlthy environment to
improved well being of the Maagasy people. It has done this through approaches that address
biodiversity conservation while contributing to the country’ s socio-economic development.
Another critica component has been the inclusion of rurd communitiesin the management and
sugtainable use of their natural resource base.

USAID’s support to the first and second phases of NEAP has focused on developing
environmenta ingtitutions, tools, and gpproaches. For example, the Mission has helped develop
amore efficient National Park Service, which in turn increased the totd area of critica habitats
being effectively managed and protected. USAID support has helped transfer management of
forest areasto loca communities. And it has been instrumenta in the establishment of
ecotourism investment zones, promotion of environmentdly friendly farmer groups, and
development of more financidly sustainable environment inditutions.

B. Strategic Objective and I ntermediate Results

“Biologically Diverse Forest Ecosystems Conserved” isthe new environment and rurd
development strategic objective for FY 2003 - 2008.

As demonstrated over the last ten years, there are inextricable links between natura resources,
economic growth, agricultural productivity, water quaity and availability, poverty, hedth, and
governance. Itisclear that forest ecosystems are essentid to the long-term economic, social, and
environmenta well being of loca populations in Madagascar, the national economy, and the
eath'sbiogphere asawhole. Thereforeit iscritica, in addressing the problems of Maagasy
people, to focus more holistically on forest ecosystem management over the next five years.
Thiswill degpen the Misson's efforts in the environment domain while increasing the emphasis
on conservation and sustainable use of forest and natura resources to empower, enrich, and



elevate people out of poverty. Working with people closest to the natural resour ce base will
be the nexus of the new Environment/Rural Development (Env/RD) SO.

A multifaceted program will be pursued to achieve the new SO—one which continues the
current successful ecoregiond (i.e., biogeographica areas which represent distinct assemblages
of natural communities and share amgjority of species and ecologica processes) gpproach. The
drategy’ s intent isto “conserve biologicaly diverse forest ecosystems’ by improving sustainable
natura resource management and environmentaly sengtive development. The SO'sfive
components are based on accepted approaches to ecoregiona conservation and devel opment.

[lludtrative Indicator for SO 6:
Percent change in forest cover.

IR 1: Forest Management System | mproved

Ecologicad services provided by forest ecosystems are extremely vauable benefits. These
sarvices include maintaining and controlling water flow and qudity, soil formation and nutrient
cycling, pest and pathogen control, pallination, and climate regulation. Ignoring or undervauing
these can increase pressure for land conversion—a result based on the mistaken perception that
agriculture or other land use practices would be amore vauable land use. A drategic vison for
the preservation of forest ecosystems must be integrated into the decision-making process of al
gakeholders, and must be implemented at the fidld levd.

Satisfying the broad range of human and ecologica demands requires new approaches to the
stewardship of Madagascar’ s forests. Forest management will be based on two key premises:

forests must be managed to fulfill arange of environmental, socia, economic, and culturd
functions, rather than serving sole interests such as logging or conservation; and

forest products outside of primary forest exploitation must be made more profitable, which
will tend to reduce the pressure for primary forest timber products.

To help facilitate the development of aforest management vision, anumber of activities will take
place under the new ISP. USAID will assigt in establishing an effective system and structure
responsible for forest management. Support will be provided to ensure that the forest serviceis
ableto transfer its vison to the field through nationa, regiordal, and communa forest zoning
plans. Along with establishing an effective indtitution, USAID will help implement asystem to
provide adequate resource information on which to base decisonmaking: Skillsand
infrastructure will be developed to ensure that information is gathered, andyzed, and provided in
away to dlow use by decison-mekersat dl levels. Findly, the flow of information and
diaogue with partners will be facilitated to ensure thet the priorities for key forest ecosystems
are heard, understood, and integrated into local, regiona, and nationa-leve planning.

[lludtrative Indicator for IR 1:

20-year management vision defined and implemented through national and regiona zoning
plans.
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IR 2: Biological Integrity of Critical Biodiversity Habitats M aintained

Ensuring that core biodiversity areas are protected is critical to conserving forest ecosystems.
The program will gtrive to reach the internationaly accepted measure for how much of a
country’s critical habitats should be protected, which isthat an adequate percentage (usualy
10%) of habitats are under conservation status. To achieve this, USAID will provide support to
implement the strategic management plan for the protected areas network devel oped with past
USAID support.

One aspect of protecting critical habitats is to maintain the ecologica processes within and
between habitats. A tota of 90% of the country’s biodiverdty lies within forest areas, of which
less than 8% is represented in the protected area network. Moreover, many of Madagascar's
highest priority biodiversity areesfdl outsde the network. The program will use new and
innovative mechanisms, such as conservation contracts and regiona protected aress, to help
ensure that these high priority areas are maintained.

Ecologica restoration and reforestation will be used to re-establish connectivity between habitats
where ecological processes have been destroyed. Another aspect of conserving critica habitats
isto ensure that biodiversity habitat management plans are integrated into landscape planning.
When locdl, regiona, and nationa level development plans are established, the needs for
protecting these critical habitats will be integrated to ensure that conservation goa's and
development activities are complementary.

Within the protected area network, program activitieswill promote continued ingtitutional
development, while dso focusng on developing the capacity to implement fidd-leve
management activities. These activities will include park outreach and education, monitoring
and research, infragtructure development and maintenance, habitat maintenance, and integrating
protected- area management activities and loca and regiond development.

Continued support in the area of “sugtaindble financing” is also critica; public resources are
insuffident. A multi- pronged approach will be pursued here: (i) restructuring of the
environmental inditutions to enable them to be more financidly and ingtitutionaly secure; (ii)
exploring new avenues for securing increased and sustainable revenue generation for the
environment, which might include carbon sequestration, private sector resources, green taxes,
etc.; and (i) pursuing the establishment of a biodiversity/protected areas trust fund.

[lludrative Indicator for IR 2:
Areaof selected habitats under conservation management.

IR 3: Alternatives Adopted to Reduce Slash and Burn Agriculture

The largest thregt to the remaining natura forests of Madagascar is dash and burn agriculture
(tavy). Tavyistheresult of anumber of socid, culturd, economic, and biologicd factors. Loca
communities and forest dwellers are working to reclam their rights to use and manage the
forestlands. These critica landscapes include biodiversity-rich forest ecosystems, water
catchment aress, land use systems where agriculture has high potentia for sustainable growth,
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margind lands with vauable non-agricultura resources that are under threat of degradation, and
lands that can support economic diversfication.

USAID’s efforts to reduce dash and burn farming will continue to be based on reinforcing
synergies between natura resources management, agricultura productivity, food and financid
Security, economic growth and poverty dleviation, hedlth, and natura resource sustainability.

The approach will address socio-economic factors that increase human pressure on highly
vauable forest corridorsin two USAID priority ecoregions. It will help to dleviate poverty

while improving food security in both regions. USAID will build on foundations established by
the current ecoregiona conservation program, which has demonstrated that dash and burn can be
hdted, and expansion of lands encroaching on priority ecosystems limited, through agricultura
intengfication and income-generating activities based on sustainable use of natura resources.

Farmers and their communities are the common eement in these desired conditions, so USAID
will focus on community-leve “farming sysems’ interventions. Thiswill increase farmer
incomes and creste strong economic, ecologica, socia, and geographica linkages between rura
development and reduction of pressures on forest corridors. The approach will focus on inter-
related interventions based on sustainable land use planning and management.

Thefird of these interventions is community- based forest management. Contracts will continue
to be established with loca communities to transfer management of designated forests with well-
defined resource management plans, access, and use. Alternative energy sources and
technologies, such as community woodlots, will be explored to reduce dependence on harvesting
fud-wood from primary forests. Second, agricultura productivity will be increased by
encouraging farmers to adopt approaches that are more sustainable and profitable than the dash
and burn system. Emphasis will be placed on empowering farmers to be sdf sufficient. This
will be done through a*farmer-to-farmer” approach using ecologicaly friendly techniques and
by fostering market linkages between producer groups and agribusinesses (in collaboration with
the Misson's Agriculture and Trade SO). Third, community land use management plans will
build-in the protection of micro-level water catchments, thereby improving water quantity and
quaity. Finaly, linkages will be established with the Mission’s hedlth sector SO to addressa
number of community hedth concerns, as well as the over-arching need to address population
growth around forest areas. Thiswill be achieved by increasing the demand and availability of
family planning and health services, products, and practices.

[llugtrative Indicator for IR 3:
Decrease in area and incidents of new dash and burn agriculture sitesin priority aress.

IR 4: | nvestment | nitiatives and Partner shipsin Natural Resour ce M anagement | ncr eased

In order to protect Madagascar’ s unique biodiversity, it is necessary to facilitate the involvement
of the private sector: under this IR, economic benefitswill be emphasized and invesmentsin
natural resource management encouraged. Forest lands and other natural resources will be
identified with a view toward capitdizing on their potentia for production of goods,
maintenance of environmenta services, generation of jobs and public sector revenues,
contributions to exports, and associated multiplier effects.



Forest-based industries such as plantations will be supported as away of enhancing sustainable
use of forest assets and reducing pressures on the natura forests. Assistance will be focused on
improving methods of management, harvesting, extraction, utilization, recovery of wagtes, and
vaue-added processing of forest products. There will be an emphasis on training field-leve
forest workersin more efficient forest production and processing methods, and exploring use of
wood residues to create biomass energy for value-added processing of forest products.

USAID aso plans to support businessesin the natural products sector, through production of
quality natura products for domestic and international markets. Thiswill condgst of promoting
the environmentally sengtive collection, production, and processing of indigenous and

introduced naturd products such as essentid oils and spices (as well as such crafts asraffia
woven products). Continued support will be provided to the ecotourism sector, too, asaway to
actively engage the private sector in the conservation agenda. Other areas of collaboration to be
pursued will include emerging carbon sequestration/carbon credit trading options, eco-
certification of forest products, biotechnology, and bio-progpecting. USAID will dso play apro-
active role in identifying ways to engage other inditutions, including zoos, museums, and
univergties, to invest in Madagascar’ s biodiversty.

Illugtretive Indicator for IR 4:
Increase in number of investments contributing to natura resource management.

IR 5: Environmental Governance | mproved

Forests are amazingly busy places. Carbon sequestration, aesthetic and religious values, agents
of soil and weter protection, biodiversity in dl its aspects. these are things not transacted in
markets. Even though they carry no market price as such, these forest “vaues’ are essentid to
Malagasy society. Thus, government must intervene to establish rues of the game and
incentives that encourage sustainable natura resources management.

Activitieswithin this IR will promate the involvement of dl interest groups to improve
environmenta governance and sewardship. Public ingtitutions must demondrate that they can
manage natural resources and revenues transparently, particularly forest and mining resources
(e.0., gemgtones). Law enforcement must be improved. The government must demongtrate that
public forests can be managed for nationa benefit, rather than for private gain. Incentives and
disincentives must be put into place. Communities must perceive that the government is making
decisonsthat favor ther interests rather than the influential segments of society. Findly, natura
resource observatories, loca monitoring measures, and independent “watchdogs’ measures must
be promoted. 1n so doing, thisIR will respond to a source of tension between farmers and State
agents, and contribute to the Mission' s efforts to help prevent conflict stemming from natura
resource degradation (see Annex 10).

Checks and baances will be enhanced by: (i) facilitating participation in environment
management through greater information flow and communication with communities about their
role as environmenta watchdogs; (ii) educating the public about its role as an advocate for better
environmental management; and (iii) educating development actors about the benefits that arise



from an effective partnership with environmenta inditutions through use of environmenta
impact assessments and information for decison-making.

Illugtrative Indicetor for IR 5:
Decreaseinillega exploitation of natural resources.

C. Critical Assumptions

Large scale natural forest exploitation in Madagascar is not sustainable. Dueto the rdaive
lack of large forest blocks and the complex and poorly understood forest dynamics, the

application of worldwide research and experience demonstrates that large scale

natura/primary forest exploitation is not sustainable in Madagascar. Any naturd forest

exploitation should be smd| scde and limited to the community leve.

Positive economic growth in the broader landscape will complement the activities located
near the forest corridor.

The GOM will maintain its commitment to sustai nable management of Madagascar’ s natural
resources,; the donor community will continue to view biodiversity support as necessary for
the “ international public good.”

D. Integration and Cross-cutting | ssues

Linksto other USAID/M adagascar Strategic Objectives. Given the importance of natural
resources to the socio-economic fabric of Maagasy society, linkages between the Env/RD SO
and economic growth, agriculture, hedlth, food security, and governance activities are critica.
Joint implementation of complimentary activities in priority watersheds will be promoted with
linkages to transport infrastructures and domestic and international markets. The program’s
focus on water quality and availability has adirect link to health programs related to infectious
diseases and child survival. The SO aso responds to the need to curb corruption through its
governance-related activities.

Other U.S. Agencies: With itsincreased emphasis on combating corruption through improved
governance, USAID will work closdy with the Embassy’ s Public Affairs Section to implement a
drategic, media-targeted approach to help increase transparent communication in the sector.
USAID and the Peace Corps have collaborated over the last eight years, primarily through the
Malagasy Park Service to improve park management. This collaboration will continue. The

U.S. Forest Service will provide technicd support to the Maagasy Forest Service and to USAID
implementing partners to improve srategic planning and sugtainable forest management. The
U.S. Geologica Service will provide information management and remote sensing support.

Conflict Prevention and Disaster Vulner ability: Good management of forest ecosystems and
watersheds directly contributes to disaster prevention and mitigation. Stabilization of hillsdesis
aso criticd: it decreases erosion, Sltation of agriculturd lands, and cyclone-caused landdides.
Criss Modifier: The Env/RD SO could be adjusted in response to crises to assigt in restoring the
livelihoods of affected populations, and to mitigate damage to the environment.




Gender: Integrating gender concerns to development investments will be systematicaly
addressed through organized groups such as rura associations, producer organizations, women-
owned businesses, and community-based natural resource groups. The organization of formal
groups will be developed to ensure participation of women. Provision of on-steincome
generation opportunities will promote participation of women in Socio-economic activities.

E. Local Partners

The Nationd Environment Action Plan provides a 15-year dirategic framework. Malagasy
partnersinclude the Minigtry of Environment, Ministry of Water and Forests, Ministry of
Agriculture, Nationd Office of the Environment, Nationd Association for the Management of
Protected Areas (ANGAP), National Association of Environmental Actions (ANAE), and
Support Services for Environmenta Actions (SAGE). Another key partner is Madagascar’ sfirst
private nationa environmenta organization, Tany Meva (Beautiful Country), which was
edtablished with USAID funding and which began grant making in 1997.

Bilaterd and multilateral donor support of NEAP sfirst phase (EPL) totaled $150 million;
another $120 million has been provided for EP2. The World Bank has provided technica
assgtance to key environmenta ingtitutions and funding for projects to address the problems of
s0il and water conservetion. The Globa Environmenta Facility (GEF) is supporting the
management of critica biodiversity habitats within and outside the protected area network.
Bilaterd donors have been primarily involved in the foresiry sector. Germany has been
insrumentd in the development and implementation of anew foresiry policy. Franceishdping
to improve forestry sector fiscal policies and promoting community-based NRM.

The three principa internationa conservation organizations active in Madagascar are WWEF,
Consarvation Internationd, and the Wildlife Consarvation Society. They are primarily involved
in improved management of biodiversity habitats, community-based forest management,
sustainable financing options, and environmentd education. U.S. PV O deveopment partners
include PACT, CARE, ADRA, and CRS, and ahost of national NGOs.

F. Alternative Approaches

The development process for this SO was based heavily on lessons learned during the past 10
years of USAID support to the NEAP. The cornerstone of the process was a stocktaking
exercise undertaken during 2000. Early on, the Misson held discussions on whether the
program should change focus from biodiversity conservation to sustainable naturd resource
management. However, discussons with partnersin Madagascar and Washington recommended
that, given the high biodiversity priority of Madagascar worldwide, the focus of the program
should remain biodiversity. An array of possible dtrategic objectives for biodiversity
conservation was consdered and regjected, including the pursuit of agriculturd and trade
development under this SO. However, conserving forest ecosystems was selected as the foca
point due to the importance of forests in terms of biodiversity, USAID’ s rdative compardtive
advantage vis a vis other donors' activity areas, and the crucia role forests play in providing
critical ecologica services.

The Mission also consdered ways in which the program could be best focused to help ensure
maximum impact. In light of budgetary concerns, and given past USAID support, a



geographica focus on vita forest corridors was sdected for field-leve activities. At andaiond
level, strategic support will be provided for forest and protected area management.

To build on and expand its activities in two eco-regions in the provinces of Fanarantsoa (see

Annex 11) and Tamatave, and in the southern Madagascar eco-region of Anosy, the Env/RD SO

will need to operate at the mid-leve funding scenario. Under the high-level scenario, a further
expangon of activities could occur north of Tamatave, into the largest remaining forest blocksin
the country. The Misson was actively involved in thisareain the early 1990s. Under the low-
level scenario, USAID would have to substantially curtail support to the Anosy eco-region
(where USAID has been ingrumentd in incorporating environmenta concernsinto regiona
development, in part through itsimplementation of a public-private dliance with amining
company). The Anosy investments would be compromised if the Misson is unable to continue
its support to thisregion. In addition, under the low-level scenario, support to improve forest
industry efficiency would have to be limited to pilot activities only.

G. Measuring Results

Achievement of results under the Env/RD SO will be addressed by integrating implementation
activities and monitoring of key indicators at the SO leve, IR level (seerdlevant IR sections),
and sub-IR level. The results of these efforts will be used to ensure that the program is on track,
and, if it isnot, to decide what changes should be made or problems addressed to ensure future
targets are met.

At the SO levd, forest cover monitoring has aready established a solid basdline from which to
base future comparisons. At the IR and sub-IR leve, each procurement mechanism will be
required to establish a basdline for each IR they are involved with. Reasonable but ambitious
targets will be established based on andysis of basdine data and discussions with partners.
Targets and indicators will be evaluated on a yearly bas's, and any necessary adjustments or
changes will be considered.
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USAID/Madagascar Environment and Rural Development (Env/RD) Results Framework

Strategic Objective #6
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PART VII STRATEGIC OBJECTIVE #7 -
CRITICAL PRIVATE MARKETS EXPANDED

A. Problem Identification and Past Achievements
According to the U.S. Embassy’ s Mission Performance Plan for FY 2004:

Within this[ MPP] framework, economic devel opment,
generated by market-oriented, private sector-led economic
growth isour top priority. Adoption and implementation of
such an approach will allow Madagascar to reduce poverty
and spur investment by enhancing the ability of the private
sector to thrive. This priority encompasses activities across
a variety of sectors, including health and the environment.

Madagascar has substantia economic growth potentid, yet it remains poor. Economic growth is
essential to empowering and improving the living conditions of the poor, and reducing the
country’ s dependence on externa assistance. Properly managed, economic growth can also
contribute to stewardship of the environment. Madagascar experienced accelerating growth
between 1996 and 2001, but the politica crisis of 2002 resulted in an estimated contraction in
GDP of nearly 12%.

Textiles led much of the economy’ s growth in recent years, with the trade advantages afforded

by AGOA playing asignificant role. Madagascar has dso become one of the world’s major
suppliers of rubies, sgpphires, emerads, and other precious and semi-precious stones, though the
bulk of thistrade remains outsde of forma channels. There are opportunitiesfor growth in
atisana products. It isagriculturaly based products, however, that offer the grestest potential
for growth to reach the mgority of Madagascar’ s population in the medium-term. Agriculture
accounts for 30% of GDP. Eighty-five percent of Madagascar’ s poor livein rura aress, and
77% of the rurd population is poor. Madagascar is aready aworld leader in vanilla, clove, and
litchi markets. Its diverse climatic conditions host awide array of attractive commodities,
including: fresh fruits and vegetables, robusta and arabica coffees; tea; cereds (rice, maize,
wheat); tubers (cassava, yams, potatoes); dried beans, oilseeds (soybean, sunflower, peanuts);
essentid oils (doe, ylang ylang, ravinaa); spices (pepper, ginger, cinnamon); fibers (cotton,

slk); tree crops (cashews, cocoa, coconut, pam ail); dairy products; livestock; and poultry.
Madagascar also supplies seafood and forest products to the world economy, though these
sectors need to be better managed to remain sustainable. Linkages exist with regiond and
internationd markets (and U.S. markets under AGOA), but these need to be strengthened. More
efficient domestic commodity distribution channdls need to be established.

Agriculturd productivity islow. Farmersrdy on traditiona farming practices, often including
dash and burn, and adoption of new technologiesislow. Landholdings are smdl, and,
increasingly, soils are being depleted. Input and output markets are weak, in part because of
poor transportation infrastructure, small marketable surpluses and long distances between rural
families and urban markets. Weak organization of producers and traders congtrains efforts to
surmount these problems (see Annex 9).
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Madagascar’ s entrepreneurs tend to lack the information and experience necessary to compete
successfully in international markets. Increased knowledge of market requirements such as
standards and packaging specifications, and of the benefits of internationa agreements, is
essentid.  Limited access to investment credit and to trade financing insruments, such as letters
of credit, aso hinders expanson of internationd trade.

Despite seady improvement in the policy environment for private enterprise and internationd
trade over the past decade, and the commitment of the new government, much more needs to be
done to improve palicies and their implementation. The World Bank - UN “Integrated
Framework” study identifies anumber of policy congtraints: poor customs adminigtration, high
import taxes, weaknesses in the rule of law, inability to enforce contracts and secure loans,
disadvantageous labor policies and practices, and restrictive access to land.

Precious and semi-precious stones offer an opportunity for rapid growth in incomes, and
government revenues. The vast mgority of exports of precious and semi- precious Sonesis
clandestine. Nether the smdl-scae miners nor the Sate coffers redize sufficient benefits.
Egtablishment of trangparent mechanisms for the grading and sales of these sones, with the
private sector playing a substantial role in management, would bring sales revenuesinto the
formal sector. Moreover, GOM efforts to reform this sector would be a bellwether of its
commitment to good governance.

USAID has promoted agribusiness and economic growth in the past. For example, the
Commercia Agricultura Promotion (CAP) Project was a six-year $24 million project designed
to increase production of agricultura products in targeted high potentiad zones. It provided
technica assistance to agribusiness and producer groups and rehabilitated roads and rail lines.
Als0, between 1994 and 2001, USAID invested in the development of improved crop varieties
through a grant to the Internationd Rice Research Indtitute. However, lack of funding has
dowed the dissemination of improved varieties. Environment and PL 480, Title Il partners are
working with farming communities to improve agricultura practices and mitigate pressures on
the environment. In order to scae up support for agricultura production, more attention is
needed to improve markets for inputs and agricultura products.

USAID programs are currently working with business associationsin nationa products (spices
and essentid oils) and eco-tourism to expand trade. The Globa Technology Network facilitates
access to American technology. USAID has dso provided technical assistance for the formation
of aMadagascar - U.S. Business Council, and for workshops and information dissemination on
World Trade Organization and regiona trade agreements.

B. Strategic Objective and Inter mediate Results

“Critical Private Markets Expanded” isthe new agriculture and trade strategic objective for FY
2003 - 2008.

Market-led development will increase family incomes and improve food security. Over the life
of this SO, sdlected interventions will be undertaken aong selected commodity chains



production, market organization, competitiveness, internationd trade performance, and nationa
policy. Choice of interventions will be based on three priority condgderations. @) potentid for a
ggnificant contribution to economic growth; b) contribution to improving the lives of poor
populations, with reference to gender equity and food security; and ¢) complementarity with
environment/rurd development activities.

This SO will support improved merketing and trade of selected agricultural and non-agriculturd
goods and services. It will be mutudly reinforcing with the Env/RD SO. It will assst in job
creation and help identify new livelihood opportunities (which will, in turn, draw growing
populations away from threatened forests). It will have a strong private-sector orientation and
will be avehide for deveoping public-private partnerships. Through its emphass on markets, it
is expected to reinforce and leverage World Bank, European Union, and GOM (HIPC)
investmentsin agriculturd production and trangportation infrastructure.

lllustrative Indicators for SO 7:
Increase in Gross Domestic Product from selected products; and
Increased value of sdlected goods and services exports.

IR 1: Agricultural Production and Practices | mproved

In coordination with the Env/RD SO and in support of a key recommendation of the Mission's
agribusiness and food security assessments (see Annexes 7 & 9), thisIR will increase
agricultura production through the introduction of new technologies and best practices. It will
help to address condtraints affecting agricultura productivity, including limited accessto
agricultura inputs, and limited use of productivity-enhancing technologies. 1t may promote farm
productivity through: 1) agro-ecologica gpproaches using traditiona or improved methods of
inter-cropping, falow, rotations, agro-forestry, crop-livestock integration, green manure, cover
crops, integrated pest management, and water management; and 2) geneticaly engineered
cultivarsthat resst pests and drought and produce higher yields. Technology choice will, among
other consderations, reflect domestic and international consumer preferences, smal farmer
capacities, agribusiness competitiveness, and Mdagasy policy (incuding biosafety regimes that
regulate genetically modified organism research and use).

The introduction of productivity-enhancing agricultura technologies isimportant to increase

rural incomes and decrease food insecurity — both key contributors to Madagascar’ s vulnerability
to conflict and disaster. Increased access to environmentally appropriate technologies will dlow
rurd familiesin environmentdly fragile areas to improve output and increase household

incomes. Agricultura diversfication and off-season cropping will help to reduce the use of

dash and burn practices and stabilize hillsdes, thereby mitigating pressures on the forests.

M arket-responsive technology dissemination will take place through agribusinesses, NGOs, or
date ingdtitutions. Based on experience gained under the FY 1998 - 2003 Country Strategic Plan,
this IR will work primarily through farmers associations, in collaboration with loca authorities
and NGOs.

[llustrative Activitiesfor IR 1:
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Increase farmers access to existing and new technologies;

Promote off-season crops and crop diversification;

Identify new products for small farmers to produce and market;

Increase farmers  participation in producers organizetions,

Increase smdll farmers’ access to market information; and

Help local organizations facilitate collective action and complement public services.

Illugtretive Indicetor for IR 1:
Increased production of sdlected agricultural commoditiesin priority aress.

IR 2: Value-Added through Agribusiness | ncr eased

This IR will promote increasesin the vaue of selected commodities for the domestic and export
markets. Thisintervention isintended to increase net returnsto suppliers at each leve, eg.,
producers, handlers, processors, and exporters. With regard to export, intervention is intended to
increase the share of the vaue chain for exportable products that remains in Madagascar.
Agribusiness development will help to diversfy and upgrade Madagascar’ s domestic aswell as
exportable supply of agriculture-based products, measured in terms of varieties, length of season,
market window, presentations, forms, packaging, container type, and transport mode.

Madagascar’ s poor road and communication networks, small marketable surpluses, long
distances between rurd families and urban markets, wesk rura ingtitutions, and rugged terrain
increase agricultural extenson, rurd finance, and marketing risks and costs. To reduce costs and
encourage mutualy beneficid agribusiness-amall farmer linkages, this SO will support farmer-
initiated, democraticaly managed, financidly viable, rurd group businesses (e.g., cooperdives).
Group businesses will reduce technology and information dissemination costs through farmer-to-
farmer extenson. They will rely on group ligbility for and management of rurd finance (micro-
finance, out-grower schemes, forward contracts, etc.) to reduce financia intermediation risks and
costs, and group input and output marketing to reduce marketing costs. This SO support will
network rura group businessesinto regiond and nationa farmer federations or unions. USAID
has developed experience in working with village farmer groups, road user associations, and
water user associaions and forging nationd linkages.

llludtrative Activitiesfor IR 2:
Increase business skills of rura, non-farm enterprises, e.g., planning, management, storage,
processing, packaging, and marketing;
Increase use of forma and informa business contracts,
Support the establishment of private and non-governmenta business service providers;
Increase access to and use of market information, including the use of information
technologies,
Help non-farm enterprises identify and gain access to credit; and
Promote and tailor technology to loca conditions.

Illugtrative Indicatorsfor IR 2:
Number of agribusinesses showing improvement on a Best Business Practices Index (TBD);

and
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Number of group businesses asssted (cumulétive).

IR 3: Trade Flowsin Sdected Commodities | ncr eased

The volume of trade, both domestically and into the international market, is hampered by a
number of factors. Theseinclude lack of accessto finance, poor quality standards, and lack of
adequate infrastructure. Private sector knowledge of and adaptation to internationa norms, e.g,
certification, custom procedures, and sanitary and phyto-sanitary standards, is aso needed.
Under thisIR, USAID/Madagascar’ s objective isfirst to identify trade constraints and
bottlenecks, and then to promote solutions that will result in an increase in the flow of trade of
selected agriculturd and non-agriculturd commodities. Opportunitieswill be identified that will
result in more efficient flow of goods and services within the country and internationdly. Where
feasble, intervention by USAID/Madagascar will seek to differentiate Maagasy productsin
target markets, and will work to increase the leverage of Maagasy suppliersin target markets by
enhancing competitive advantage. If these interventions are effective, there will be measurable
increase in domestic and internationd trade.

Illugtrative activities for IR 3:

- Asss development of business associations,
Support development of trade facilitation services,
Promote investmen;
Stimulate consumers' preferences for Madagascar' s exports,
Support access of Maagasy businessesto U.S. markets, and
Facilitate market access by reducing transaction costs.

[llugtrative Indicator for IR 3:
Increased trade volumes of selected goods and services.

IR 4: Selected Policies, Regulations, and Procedures Changed

Ingppropriate national and local poalicies, regulations, and procedures (e.g., macro-economic,
trade, agriculturd, nutritiona, environmental, or gender-biased) contribute to limiting trade
opportunities, food insecurity, poverty, and environmenta degradation. Under thisIR,
USAID/Madagascar’ s objective isto help public, private, and non-governmenta organizations
identify and andyze the policy and regulatory issues that need change. Thiswill, in turn, creste
additiona forums for didogue among stakeholders. 1t will provide more and varied tools for
advocacy o that policy-makers have the right information on which to act. And it will help to
open up the internationa market.

Illudtretive activities for IR 4:
Support business association participation in informed decison-making;
Support policy anayss,
Support improvements in policies and practices, e.g., customs, taxation, teecommunications,
finance, and land- use (see Annex 2);
Support market access, input provision, and crop diversfication interventions; and



Promote an improved land tenure system that provides better incentives for farmer
investments in land use conservation practices, tree plantations, and perennia crops.

[lludtrative Indicators for IR 4:

Index of Policy Changes (TBD); and
Index of Economic Freedom (Heritage Foundation).

C. Critical Assumptions

D.

Land tenure policies and practices will not pose a binding constraint to economic growth.
A viable land tenure system isimportant to secure property rights, so that rura households

and agribusiness firms are more likely to benefit from ther investments. Without such a

gystem, any investor’ s access to land is problematic and time-consuming. Generdly,

foreigners cannot own land in Madagascar, though they are permitted to obtain long-term
leases. The mgority of rurd holdings are small: over 80% of rural households have accessto
less than 2 hectares (4.94 acres) of land. Y €, there has been progress (since 1998) in
establishing industrial and eco-tourism zones for long-term investiment, and in privatizing
state-owned plantations and industrial concessions. Improving access to land will be
addressed over time under IR4.

Weak financial markets will not pose a binding constraint to market development. Although
commercid banks have ample money to lend, Maagasy businesses have difficulty in

mesting loan criteriaand rely on auto financing. Thisis exacerbated by wesk laws governing
security of assets. Donor-supported micro-finance schemes do not yet satisfy demand, and
thereisa”“missng middle’—credit isless available to smal and medium enterprises.

USAID will help to expand access to credit by asssting in investment project preparation and
promoting innovative financing schemes, such asinventory credit. Meanwhile, it is expected

that credit pressureswill ease over the life of the Strategy as other donors' lending for micro,

smdl and medium enterprises expands.

The GOM will support prudent macro policies, including exchange rate, fiscd, and monetary
restraint in order to maintain stable aggregate price and employment patterns, dlowing

market- based macroeconomic and sectoral reforms to provide the overal structure of market
and price incentives.

World Bank, EU, and GOM investmentsin road, rail, and port infrastructure will lower
mar keting costs and increase participation in the market by remote, rural populations.
Telecommunications are adequate in mgor cities, but costly. With privatization and
increased competition, telecommunications are likely to improve and become less expensive.
Electricity and water supplies are generdly adequate for industria uses.

Integration and Cross-cutting I ssues

Criss Maodifier: In the event of a criss due to conflict or natural disaster, interventions may be
adjusted to help restore productive capacity and market access for affected populations.



The process of sdecting interventions to develop markets will be done in collaboration with the
Env/RD SO. Thesetwo SOswill aso share activities under agriculturd productivity IRs. Policy
change and association development activities will be coordinated with the DG SO.
Deveopment of agricultural production and agribusiness will contribute to food security, and
complement hedth and nutrition activities under the HPN SO. SO 7 will contribute to the
Misson's Hedlth, Population and Environment Initictive. Gender consderationswill be
integrated into commodity choice, and into agricultura production, association, and business
development activities, on the ground.

SO 7 will dso collaborate with centrd and regiond USAID projects. For example, the SO will
work with AFR/SD’ s Tree Crops Initiative to increase smd| farmer production and agribusiness
export of coffee, cocoa, and cashew products. 1n severa of Madagascar’ s biodiversity-rich
conservation areas, cashew and coffee production is closdly linked to improved forest
management. The SO will aso work with AFR/SD’ s Agribusiness in Support of Natura African
Products (ASNAPP) project to increase production and export of Madagascar’s potentialy vast
array of naturd products, providing rurd families with income opportunities beyond dash and
burn and charcod and firewood production. To promote trade and investment, including
participation in regiond trading arrangements, the Misson will collaborate with REDSO/E's
COMESA and RCSA’s SADC development activities, as well as with the Politicd and
Economic section of the U.S. Embassy.

E. Local Partners

SO 7 isdirectly supportive of Madagascar’ s Poverty Reduction Strategy Paper (PRSP) and the
Nationd Recovery Plan (July 2002). One of the mgor axes of the PRSP is to improve economic
performance by increasing participation of the poor. Itsrura development objectivesinclude:

a) ensuring food security; b) contributing to economic growth; ¢) reducing poverty and

improving rurd living conditions; d) promating sustainable naturad resource management; and

€) promoting training and information to improve rurd production. The Nationd Recovery Plan
emphasizes “rapid and sustainable development,” including “restarting agriculture”  Agriculture
production and marketing interventions are further supportive of Madagascar’ s Rurd
Development Action Plan (PADR).

USAID and the U.S. Embassy work in close collaboration with the GOM, business associations,
and other donors through the recently created Comité d'Appui et de Pilotage pour la relance des
Entreprises (CAPE). In particular, business facilitation services will be coordinated with CAPE.
Principa counterparts in the Government are the Ministries of Agriculture and Livestock,

Industry and Private Sector, and Commerce and Trade. USAID will dso collaborate with the
Ministry of Economy, Finance and Budget, and provincid and local authorities.

SO 7 will directly complement the European Union’s $100 million, the World Bank’s $89
million, and the Internationd Fund for Agriculturd Development’s $11 million investmentsin
rural development—all of which place an emphasis on increasing agricultura productionamong
poor, rural households. USAID’s critica contribution will be to leverage these investments by
emphasizing market development. The World Bank and the EU are dso investing in road and



rall trangport infragtructure. The World Bank is making additiond investmentsin community
development and economic recovery.

Maagasy NGOs will be important partners in the implementation of SO 7. The Misson dready
has established partnerships with organizations such as the nationa congress of farmers
associations, and PRONABIO/SYPIEM, the association of natural products producers.

F. Alternative Approaches

Early in the development of the ISP, the Mission consdered pursuing agriculture and trade
development as part of the Environment/Rurd Development Strategic Objective. This gpproach
was rejected because: a) the economic growth orientation of this SO, while it contributes to
biodiversity conservation, represents a separate objective; b) results of economic growth
(especidly agriculture, and trade and investment) funding will be more directly observable; and
¢) the skills required to manage this SO differ from those of the Environment/Rura Development
Strategic Objective.

The Misson dso consdered atighter focus of this SO, either on a geographic basis or on
agriculture. Whileit is expected that agriculturd production activities will tend to coincide
geographicaly with the Env/RD SO's eco-regions, the market-based orientation of this SO
argues for not being overly redtrictive. Similarly, best practice suggests that it is not desirable to
pre-sdlect the commodity or product lines for intervention a the srategic planning age. Thisis
better done in consultation with implementing partners and taking into account market conditions
a theimplementation stage. This ISP sets out broad criteriafor identification of “critica
markets” for further refinement during implementation. Indeed, some flexibility isrequired to
respond to the short-term economic recovery emphasis of the GOM and the Misson
Performance Plan, and to adapt to changing conditions over the life of the strategy.

The Misson aso consdered including a credit component, eg., microcredit. Given the
additiona management implications and the efforts—albait imperfect—of other donors, USAID-
financed lending operations are not proposed at thistime,

At the mid-leve funding scenario, the Mission will pursue sdlected interventions dong severd
high priority commodity chains. At the high-level scenario, the Mission would be better placed
to reinforce the private-sector orientation of the GOM, engage more aggressively in policy
diaogue, and provide more active support for Madagascar’ s participation in regiona and global
trade initiatives. In addition, the range of commodities and the numbers of beneficiaries would
be increased, and USAID’ s contribution to economic growth would be more substantia. Under
the low-leve scenario, agriculturd production interventions (IR 1) will be fully dependent on the
Env/RD SO, PL-480, Title Il agriculture activities, and GOM and other donors investments.
Thiswould il enable USAID to concentrate on its comparative advantage on market
development issues, but it would congrain efforts to link farmers groups with buyers. The
choice of commodity chainswould be limited as wdl in the first two years of implementation,
with alikely focus on only three or four commodity groups.



G. Measuring Results

This SO requires measurement of agricultural output, commodity sales, and exports, aswell as
monitoring of policy changes. The primary responsbility for performance measurement will be
placed on the lead implementing partner, under the supervison of the SO Team. It is expected
that data collected will be closdly integrated with the efforts of the GOM (notably INSTAT), the
World Bank, and producers and business associations.
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PART VIII  RESOURCE REQUIREMENTSAND PROGRAM MANAGEMENT
A. Funding Scenarios

Madagascar’ simportance as a biodiversity hotspot, its economic potentid, its extreme poverty,
its need for assistance in recovery from the recent palitical crigs, the development foundations
st before the crigs, and the promise of the new government——particularly its commitment to
good governance—provide sound reasons for sustaining and increasing U.S. foreign assstance.
Program funding scenarios are derived from the January 2002 Parameters Guidance for
Madagascar 01 STATE 02926 (See Annex 3).

Development Assistance/Child Survival and Health: The Parameters Guidance identified
three funding scenarios. Under the low-level scenario, DA and CSH resources total $16.25
million. Themid- and high-level scenarios are for $23 million and $30 million, respectively.
The funding would be distributed as follows:

FY 2003 — 2007 Annual Funding (DA/CSH, $U.S. millions) and Staffing

Scenario Low Mid High
Total Funding (DA/CSH), o/w $16.25 $23.0 $30.0
Democracy & Governance $0.75 $1.0 $2.0
Hedlth, Population, Nutrition $6.5 $9.0 $11.0
Environment/Rura Development $7.5 $10 $12
Agriculture/Trade $1.5 $3.0 $5.0
P.L. 480- Titlell $6.5 $8.5 $9.0
USDH Staff 3 5 8

Source: Parameters Guidance, 01 STATE 02926

The mid-level scenario of $23 million per year ($115 million over five years) corresponds most
dosdly to the Misson'sinitid estimate of requirements to fund the proposed program, as
presented in the November 2001 Concept Paper. Thisleved beginsto send asigna that the USG
vaues the commitment that the GOM is making to good governance, economic growth, HIV
prevention, and investing in the hedth and well being of its people. At thislevel, economies of
scale would be redlized in reaching households and communities through core implementation
mechanisms. The Mission would be assured of resources necessary to support policy didogue
and change.

The high+level scenario of $30 million per year ($150 million over five years) would capitalize
on Mission expertise and the integrated nature of USAID/Madagascar’ s portfolio, and increase
overal program impacts. The Hedth, Population and Nutrition SO could provide sgnificantly
more support to greater numbers of NGOs, broaden the access to and use of hedth information
services and technology, and appreciably strengthen national management of drug, vaccine, and
contraceptive logistics systems.  The Environment and Rural Development SO could expand
activities to the north of Tamatave, into the largest remaining forest block in the country—an
areain which the Mission was actively involved in the early 1990s. The Agriculture and Trade
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SO would be better placed to address specific bottlenecks in agricultural production, reach
sgnificant numbers of farmers groups, broaden the range of commodities asssted, reinforce the
private-sector orientation of the GOM, engage more aggressively in policy didogue, and provide
more active support for Madagascar’ s participation in regiona and globd trade initiatives. The
Democracy and Governance SO would be in a better position to provide targeted support to
decentralization efforts, expand the number of issue-areas pursued by civil society, and incresse
the number of targeted government units receiving information and technica assstance.

The low-level scenario of $16.25 million per year ($81.25 million over five years) would enable
the Mission to make subgtantia contributions in the environment and health sectors, and

targeted, yet influentid interventions to support good governance and economic growth. Even at
these funding amounts, the Misson would be in apogtion to leverage private resources and
influence the course of GOM and other donor investments in Madagascar. Maintenance of this
minimum leve of funding isimportant to the mutualy reinforcing nature of the four SOs. Given
the low leve of funding for the DG SO in this scenario, and its planned contributions to other
SOs, some DG activitieswould likely be funded by more than one SO. It would be limited inits
capacity to support anti-corruption efforts. Similarly, the MAT SO would be dependent on other
interventions (Env/RD and P.L. 480, Title 1) for agriculturd production and farmer association
activities. Under the low scenario, the HPN SO would be constrained in the number of
communities and target groups it could reach. Thisin turn would haeve a negative effect on key
hedlth indicators such as vaccination rates, quality of ST1 services, and improvementsin
nutritiond satus. And the Env/RD SO would be congtrained in its capacity to provide further
assistance to its public- private dliance in the southern Madagascar Anosy eco-region.

The DG SO could be financed using Democracy and Governance funding and, for some
activities, e@ther Conflict or Education funding. The HPN SO could be financed through DA or
CSH funds, including Child Surviva, HIV/AIDS, Infectious Disease and Micro-nutrient funds.
The Env/RD SO could be financed through Environment (including Biodiversity), Agriculture,
and Other Economic Growth Funds. The Agriculture and Trade SO could be financed using
Agriculture, Trade, or Other Economic Growth Funds. The mgority of Misson activities will be
implemented through bilateral instruments, except that gpproximately one-third (to one-haf) of
the HPN activitieswill be implemented through Globa Fied Support mechanisms.

PL-480, Title Il Assistance: The Parameters Guidance provides for between $6.5 million and
$9 million in PL-480, Title Il resources. In duly 2002, USAID/Madagascar issued guiddinesto
potential Cooperating Sponsors based on the Parameters Guidance and indicating avenues for
Title Il programsto reinforce the ISP. Title 11 Development Assistance Program Proposals for
FY 2004 — 2008 were submitted to the Misson in November 2002. Direct feeding and Food-for-
Work programs may support STI/HIV/AIDS prevention, materna and child hedth and nutrition,
and agriculturd development. Monetization proceeds may be directed to headlth, environment,
agriculture and rurd development, and disaster preparedness activities. Before proceeding with
monetization under anew ISP, the Misson will commission independent andyses of the market
impacts of monetization. Currently, Title 11 imports are managed through a consortium of
Cooperating Sponsors.



B. Staffingand OE

Staffing: Thelow-leve scenario would require USAID/Madagascar to reduce USDH staffing
from six positions at the end of FY 2002 to three, whereas the high scenario would restore
daffing to the FY 01 leve of eight. It isthe Misson's assessment that areduction in USDH
positions to as few as three would increase Mission vulnerabilities and is not advisable. Higher
USDH g&ff levels dso increase Mission capacity to engage in policy didogue with senior
Government officids, and to better coordinate with other donors. The Mission recommends that,
under the low- and mid-level funding scenarios, USDH gtaffing be maintained at no lessthan
five pogtions, and that the full complement of eight positions be considered in the context of the
mid- and high-level funding scenarios.

If reduced to five under the mid-level scenario, USDH positions would be dlocated for a
Mission Director, Supervisory Project Development Officer (SPDO), Supervisory Generd
Development Officer (SGDO), Controller, and Executive Officer (EXO). Four internationaly
recruited Persond Service Contractors (PSC) SO Team Leaders and the PSC Food For Peace
Officer would each report to either the S/PDO or SGDO. A resident-hire USPSC would serve
as Deputy Team Leader in the Env/RD office. Note: The Mission proposes that the GDO
(Democracy and Governance Officer) return to post after Home Leave and serve until July 2005,
a which point the DG Team would be shifted to USPSC leadership. The current Third Country
National PSC Food for Peace Officer would be retained until the end of his contract in FY 2004.

Under the high-level scenario, eight USDH positions would be alocated: Mission Director,
S/PDO, Contraller, Hedth Officer, Environment Officer, Private Enterprise Officer, GDO
(Democracy and Governance), and EXO. Three US and TCN PSCs will provide additiona
technica leadership.

Under the low-level scenario, three USDH positions would be retained: Mission Director,
S/PDO, and Controller. This scenario would require an OE-Funded USPSC Executive Officer.
After aperiod of trandtion, each of four strategic objective teams would be headed by
internationaly recruited, program-funded PSCs, reporting to the Mission Director or S/PDO.
Locdly recruited PSC's would serve as Deputy Team leaders for the hedth and environment
SOs.

A qudified staff of Foreign Service Nationas makes each of these scenarios viable. At the end
of FY 2002, the Mission had 63 FSN positions (37 OE-funded, of which two were vacant but
deemed essential, and 26 Program-funded). Thereis only limited scope for reducing these
numbers, as FSN gaffing requirements are not highly senstive to changesin program funding or
USDH dgaffing leves. Under the low-level scenario, FSN staffing would be reduced to 57 (30
OE/27 Program), while under the high-level scenario it would reduce to 60 (35 OE/25 Program).
A net reduction in OE-funded FSN positions can be redized if up to two financid analyst and
two procurement speciaist pogtions are shifted to Program Funding, and, with fewer USDH,

up to three secretaria postions are shifted from OE to Program.
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Ilustr ative Wor kfor ce by Scenario, FY 2004 — 2008

Low-level Scenario Agric.| Tota Org. Fin. Admin. Con-| Tota | Tota
Estimate GDO D&G Hedth Env. Trade.[ SO/SPO [Mgmt. Mgmt Mgmt  tract | Mgmt. [ Staff
OE Funded: 1/
U.S. Direct Hire 1 1 1 1 2 3
Other U.S. Citizens 0 1 1 1
FSN/TCN Direct Hire 0 0 0
Other FSN/TCN 1 1 5 10 12 2 29 30
Subtotal 2 0 0 0 0 2 6 11 13* 2 32 34
Program Funded 1/
U.S. Citizens 1 2 2 1 6| 0 6
FSNS/TCNs 4 10 5 4 23 2 2 4 27
Subtotal 0 5 12 7 5 29 0 2 0 2 4 33
Total Direct Workforce 2 5 12 7 5 31 6 13 13+ 4 36 67
TAACS/Fellows 0 0 0
Subtotal 0 0 0 0 0 0 0 0 0 0 0 0
TOTAL WORKFORCE 0 5 12 7 5 29 8 13 13* 4 38 67
* Excludes 31 Manpower Contract personnel
Not shown: The USDH GDO (DG Officer) position would also be retained until July 2005; the DG Team secretary would not shift
to program funding until FY 05.
Mid-level Scenario Agric.| Tota Org. Fin. Admin. Con- | Total | Tota
Estimate GDO D&G Hedth Env. Trade| SO/SPO [Mgmt. Mgmt Mgmt  tract | Mgmt. [ Staff
OE Funded: 1/
U.S. Direct Hire 1 1 2 1 1 4 5
Other U.S. Citizens 0 0 0
FSN/TCN Direct Hire 0 0 0
Other FSN/TCN 1 1 6 10 12 2 30 31
Subtotal 2 0 0 0 0 2 8 11 13* 2 34 36
Program Funded 1/
U.S. Citizens 1 1 2 1 5 0 5
FSNS/TCNs 5 10 6 4 25 2 2 4 29
Subtotal 0 6 11 8 5 30 0 2 0 2 4 34
Total Direct Workforce 2 6 11 8 5 32 8 13 13* 4 38 70
TAACS/Fellows 0 0 0
Subtotal 0 0 0 0 0 0 0 0 0 0 0 0
TOTAL WORKFORCE 2 6 11 8 5 32 8 13 13* 4 38 70
* Excludes 31 Manpower Contract personnel
Not shown: The USDH GDO (DG Officer) position would also be retained until July 2005; the DG Team secretary would not shift
to program funding until FY 05.
High-level Scenario Agric.| Tota Org.  Fin. Admin. Con-| Tota | Totd
Estimate GDO D&G Hedth Env. Trade| SO/SPO [Mgmt. Mgmt Mgmt  tract | Mgmt. [ Staff
OE Funded: 1/
U.S. Direct Hire 1 1 1 1 4 2 1 1 4 8
Other U.S. Citizens 0 0 0
FSN/TCN Direct Hire 0 0 0
Other FSN/TCN 1 1 1 1 4 6 11 12 2 31 35
Subtotal 0 2 2 2 2 8 8 12 13 2 35 43
Program Funded 1/
U.S. Citizens 1 2 0 3 0 3
FSNS/TCNs 4 9 5 3 21 2 2 4 25
Subtotal 0 4 10 7 3 24 0 2 0 2 4 28
Total Direct Workforce 0 6 12 9 5 32 8 14 13 4 39 71
TAACS/Fellows 0 0 0
Subtotal 0 0 0 0 0 0 0 0 0 0 0 0
TOTAL WORKFORCE 0 6 12 9 5 32 8 14 13 4 39 71

* Excludes 36 Manpower Contract personnel

62




Mission Motorpool and Shipping and Property Management Services are provided under two
local contracts, which provide employment for an additional 38 persons (31 OE/7 Program).
Under the low- and mid-level scenarias, only limited reductions in saffing under these contracts
are deemed feasible.

Operating Expenses. The Parameters Guidance ingtructs the Misson to sraight-linethe FY
2001 OE Budget, i.e., $2,570,000 for the high-level scenario, and indicate how lower OE levels
could be accommodated under the low- and mid-level scenarios. The chart below indicates the
digtribution of FY 2001 OE according to major expenditure groupings. The two largest cost
elements are loca Personnd (Foreign Service Nationd salaries and benefits, and Motorpool and
Shipping and Property Management Contracts, 28%), and US Direct Hire support costs (22%).

FY 01 Operating Expenses
11%

Office Costs

O USDH Costs

B USPSC Costs

2204 B FSN Costs

O Motorpool & Shipping
Contracts

B Communications

OICASS

0,
2% O Other Non-discretionary

O Discretionary Costs

Actual OE requirements for FY 2003 and beyond will be determined by a number of factors,
including: sze and complexity of the assstance program; numbers of OE-funded US PSCs (e.g.,
EXO); timing of USDH transfers; FSN and service contract cost increases, staff training;
relocation of USAID offices; and, in the event of Mission restructuring, FSN termination costs
and changesin ICASS costs.

The table below presents OE requirements under the high-level scenario based on conservative
projections of personnd, facilities and administrative codts, inflation, and exchange rate changes.
Under this scenario, OE requirements exceed the FY 2001 straight-lined leve, beginningin FY
2004. InFY 2008, projected requirements exceed the basdine by $876,000, or 34.1%. During
the life of the ISP, the cuts in personnd, support contracts, and discretionary costs necessary to
conform to the Parameters Guidance would become so severe as to be unsustainable,



[lustrative Oper ating Expense Budget Projections, by Scenario FY 2003 — 2008

FY 2001 FY 2003 | FY 2004 | FY 2005 | FY 2006 | FY 2007 | FY 2008
Actuals Budget Budget Budget Budget Budget Budget
Low-level Scenario
Office Rent — maint. — util. 273,832 271,862 281,499 281,699 291,710 294,310 295,710
USDHs 591,383 422,639 392,872 335,716 387,674 367,974 383,174
USPSCs 47,338 152,653 175,925 169,900 167,885 170,423 209,525
FSNs Sadary & Benefits 459,768 578,506 609,325 668,712 722,544 779,687 841,488
Motorpool & Shipping/ 254,439 280,520 294,699 309,434 324,905 341,151 358,208
Property Mgmt. contracts
Communication & Courier 114,486 124,100 124,100 124,100 124,100 124,100 124,100
ICASS 231,871 210,990 147,333 154,667 162,400 170,520 179,046
Other Non-discretionary 168,467 175,880 159,945 157,428 157,088 174,408 174,338
Discretionary Costs 428,417 287,806 224,146 239,984 268,705 244,024 205,692
Total 2,570,000 2,504,956 2,409,844 2,441,639 2,607,011 2,666,597 2,771,281
FY 01 leve 2,570,000 2,570,000 2,570,000 2,570,000 2,570,000 2,570,000
Variance (65,044) (160,156) (128,361) 37,011 96,597 201,281
Mid-level Scenario
Office Rent — maint. — util. 273,832 271,862 281,499 281,699 291,710 294,310 295,710
USDHs 591,383 628,888 576,116 526,516 528,511 617,811 540,011
USPSCs 47,338 - 18,946 33,500 - - 35,000
FSN\s Salary & Benefits 459,768 578,506 619,379 679,975 734,725 792,861 855,736
Motorpool & Shipping/ 254,439 280,520 294,699 309,434 324,905 341,151 358,208
Property Mgmt. contracts
Communication & Courier 114,486 124,100 124,100 124,100 124,100 124,100 124,100
ICASS 231,871 210,990 184,167 193,333 203,000 213,150 223,808
Other Non-discretionary 168,467 175,880 159,945 157,428 157,088 174,408 174,338
Discretionary Costs 428,417 290,566 234,906 239,984 272,105 247,424 209,092
Total 2,570,000 2,561,313 2,493,756 2,545,969 2,636,144 2,805,214 2,816,002
FY 01 leve 2,570,000 2,570,000 2,570,000 2,570,000 2,570,000 2,570,000
Variance (8,687) (76,244) (24,031) 66,144 235,214 246,002
High-level Scenario
Office Rent — maint. — util. 273,832 271,862 281,499 281,699 291,710 294,310 295,710
USDHs 591,383 544,638 853,096 799,746 851,992 870,792 962,492
USPSCs 47,338 - 18,946 33,500 - - 35,000
FSNs Sadary & Benefits 459,768 578,506 652,994 726,683 785,239 847,493 914,820
Motorpool & Shipping/ 254,439 280,520 306,588 321,918 338,014 354,915 372,660
Property Mgmt. contracts
Communication & Courier 114,486 124,100 124,100 124,100 124,100 124,100 124,100
ICASS 231,871 210,990 184,167 309,333 324,800 341,040 358,092
Other Non-discretionary 168,467 175,880 159,945 157,428 157,088 174,408 174,338
Discretionary Costs 428,417 290,566 385,984 239,984 272,105 247,424 209,092
Total 2,570,000 2,477,063 2,966,741 2,994,391 3,145,048 3,254,481 3,446,304
FY 01 leve 2,570,000 2,570,000 2,570,000 2,570,000 2,570,000 2,570,000
Variance (92,937) 396,741 424,391 575,048 684,481 876,304
Exchange rate 6,350 6,450 6,550 6,550 6,550 6,550




Projected mid-level scenario requirements begin to exceed the FY 2001 gtraight-line by FY
2006. InFY 2008, projected requirements exceed the straight-line by $246,000, or 9.6%. By
limiting FSN salary increases at Pogt, containing ICASS costs, and reducing non-expendable
property, training and related travel costs, the Mission could likely operate within the FY 2001
basdine budget level under the mid-leve scenario. Scope for further budget reductions under
this scenario are limited.

The projected OE requirements of the low-level program funding and staffing scenario dso
begin to exceed the FY 2001 OE funding leve in FY 2006. By FY 2008, OE levelswould be
7.1% higher thanin FY 2001. Aswith the mid-leve scenario, it islikdy that the adjustments
necessary to sraight-line the FY 2001 OE level would be feasible.

Cost considerations with respect to the magjor expenditure groupings are explored below:

Office rent, maintenance and facilities: The foregoing OE estimates are based on the
assumption that USAID remains at its current location. For security reasons, however,
the Mission is actively seeking to relocate. Negotiations over one site broke down in late
2001. One contributing factor was the Mission's inability to commit to what would have
been increased recurrent costs at the new location. The Mission will seek to reduce office
facilities costs in sdecting new office space. However, renovating and rel ocating would
entall additiond, one-time cogs that are not included in the Misson’s OE budget
scenarios.

USDH and USPSC Staffing: Budget projections are senditive to assumptions on USDH
and USPSC daffing. Reducing USDH g&ff from eight to five yields estimated savings
ranging from $273,000 in FY 2005 to $422,000 in FY 2008. However, USDH reductions
from five to three would be fully offset by the cogts in the Misson’s budget of a USPSC
Executive Officer.

FSN sdaries and benefits and manpower contracts (for motorpool, and shipping and
property management services): FSN and manpower budget requirements are relatively
insengtive to changesin the number of USDH—whether under the high- or low-leve
USDH and program funding scenarios. Thereislittle scope for reducing the numbers of
OE-funded support staff since essentid program, controller, contracting, information
systemn, and executive office functions would need to be performed under each of the
scenarios.

Communications. The Misson isimplementing measures to contain communications
codts, including inddlation of Voice over Internet Protocol telephony, switching to a
lower-cost cdlular telegphone company, and using scanning and e-malling in place of
telefaxing to send important documents.

ICASS: ICASS cogts are sendgitive to assumptions about USDH and USPSC dtaffing.
USAID will continue to seek ways to contain codts through ICASS. However, itis
unlikely that significant savings would occur by sourcing additiona resources from



ICASS. USAID will dso explore the cost implications of competitively outsourcing
services now provided in-house or under ICASS.

Discretionary Cogts. Discretionary cogts include non-expendable property, training and
conferences, and related travel costs. Estimated budget requirements range between
$200,000 and $300,000 per year. Only limited cuts could be sustained.

Conclusons,

The eight USDH scenario is hot viable without at least a4.3% annua growth in OE (FY
2001 - 2008). However, program activities corresponding to the high-level scenario ($30
million/year) could be sustained with the substitution of USPSCs (or PASAsor TAACS
Advisors). Thiswould involve trading off OE savings versus vulnerabilities, knowledge of
USAID priorities and procedures, and influence in dealing with host country counterparts.

The five USDH scenario is viable within arange of up to 10 percent above the FY 2001
graght-lined OE leves.

The three USDH scenario is viable at or dightly below the FY 2001 straight-lined leve, but
it impliesincreased vulnerabilities and reduced effectiveness compared to the five USDH
scenario.

Requirements for USDH gaff are not directly tied to program funding levels. USPSCs (and
potentially PASA or TAACS employees), as well as professona FSN staff can, to some
extent, offset reductionsin USDH. However, aminimum of five USDH is recommended to
limit vulnerabilities and maximize program effectiveness under the low- and mid-leved
scenarios. Eight USDH positions should be considered in the context of the mid- and high+
level program funding scenarios.

C. Management Consderations

Implementation plans for the ISP will be developed at the onset to limit the number of
management units. Proliferation of management units has been an outcome of the Misson's
successful competition for additional resources under specid initiatives and emergency response
programs over the life the current strategy. New indruments will be designed with flexibility to
adjust to changing circumstances, whether specid initiatives or crigs response. Participant
training will usudly be integrated into these instruments, rather than being administered directly
by the Misson.

The Mission expects to implement the DG SO through one to two primary contract or grant
ingruments, with buy-in from the HPN and Environment/Rurd Development SOslikely. The
HPN SO will rely on one mgor Mission-based contract and alimited number of field support
ingruments. The Env/RD SO requires awide range of organizational competencies and will be
best managed through four to five primary instruments: contracts, grants, and interagency
agreements. The Agriculture/Trade SO will likely be implemented through one primary

contract, with buy-in from the Env/RD SO under consideration. It is expected that three PL-480



Title Il Cooperating Sponsors will be selected on the basis of the Development Assistance
Proposals submitted for FY 2004 - 2008 programs. Provision will be made for contractors and
grantees to enter into public- private aliances using program resources, with USAID
concurrence. Resources permitting, the Mission expects to identify additiond public-private
adliance opportunities over the life of the strategy, which may result in an increase in the number
of management units.

D. Fied Support Requirements

USAID/Madagascar will continue to require Regiona Contracting Officer and Lega Advisor
support. Currently, the Mission isreceiving excellent service from RCSA/Gaborone. The
Mission will continue to rely on REDSO/Nairobi and RCSA/Gaborone for technica
backstopping for disaster response, Food for Peace, and other programmeatic areas. The Mission
aso plansto increase interaction with Regiona Hubs on such issues as trade, anti-corruption,

and HIV/AIDS to augment Mission-sponsored training and information exchange.

USAID/Washington technica support will aso be needed. For instance, the Mission has
enjoyed solid technica backstopping in the hedth, democracy, environment and economic
growth sectors. Thiswill continue to be important, as the hedlth portfolio may become
increasingly dependent on centraly funded projects. Bureau for Democracy, Conflict and
Humanitarian Assstance support for P.L. 480, and disaster preparedness and mitigation will
continue to be important.
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