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The Gper;, on lPnut e Vallee Project has nchievd few results after almost four 

y":'s of AID support and th, e-.;enditre of 8.R million. Nor is the situation 

]lke;- to improve P .;the proj'ct is now-." designed. I n our 'jew, the lack of 

results ' due to: 

thr, 	projirt Le3 ]irg, and with an unrealitric assumption Ofto, compie. 
whr , be ir i thin the e:i sting in:;t itutionY and fi nacilc-,uld ,,-crorpp] ed 

nontrn n ; and,:
Y":[P{ 


--	 a n iI ,:,'r of in-.x'u!;e-b y fiu 1ty ascs;e5NYmP nl.; in the Project Paper on which 

so:'' Py lVro.orC tivi Lik; wv..c € dev 1oped. 

t o i , i , 	 simpler and more managcable byAkl) nrod:, r.d (,!pa !I;e ),1! raking, t: 

focvinn'! n.n those o m relatt 1,d to food, vrop prodi ti'on.
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EXECUTIVE SUMMARY
 

Introduction
 

Agriculture is Mali's most important economic sector and thW one with the 
great (st potential1 for growtlh. Achievinig self-sufficiency in food grai:: is 
an important. factLr in Mn:]i's development strategy. To assist the country in 

thi.s task, AID an the GCovennent of ali (COM) entered into a project 
apr,(,.nt on ,pL-Ter 29, 1l81, to increase food production in the laute 

Val]le reio ,. Ic-ffinnjed -.:rctivfties to he carried out under the project 
include an 1 t :" c,: t ra i ,fo and research, agricultural, credit, road:Ic." , 
con<!truct:1n, ii .itrd rice production, functional literacy and health. Lifc 
of pro jort fu:d o ) ,;,4 :,illion w*as approved by AID to be provided 

incrme ina]y ,,,': ,: I , :,?e:lr period. Responsibility for inp]orienting,1 the 
pro :,t rilu to O-p( r't ion ;ute Vallee, n s.mi-auitonomous agcricywis in 

' 
the iii ;t r, o 'ricultturc' re<pons i bir for coordinating and promoting the 
1ntpg;ri' d!eve Ic (-St of tLe Haute Vallea region. 

]his rev\i,.' .v unsrmth:no in re;ponse to a request received from txo 
D)irector, V. D, I. The purpose of the review w/as to aso, . the resu! s of 
the projct 'q a t i ote,, to dce-rminio .-}oither the project was (ffectivulv and 
effici-n ' r.,n:c , ! and to as;cer':ain '.'i ther All) funds were (.:piunded properly 

and in co mp i -, with Al)'s p.ol i ,.,;and procedures. The e:nim nat ion 
InHlO a. riv-c.: o npera ion tOe Vi1 ceP's and USAID/Mal i 's records as well 
as d iu-' 'in= cK:, h proprK . host country and USAID ofi iclal.. Site visits 
wert i-, ie to so a at ions; in t .- ute Valleel'1oc region.
 

The P i ,-.j ., ' !; t.o . .,. 

Ti AID-financi ntiv Itfo in Lhi.s project have not achieved any significant 
resuilts nor do th.' appt-ir I ikl.y of doing so. The project, moreover, is 
presen, Iv dri ft in ,t uL -nV def fnod focus of where it is headed. In our 
view, tin ten; fr,: Kw p:ojp .t being too lrRe and comple:: with an 

uir,,1 i ' , "pf ionii of "Liil cotl d be accecpl ls ed with'i the existin0, 
insi nI ]il p: wy is l cii c tr inrit ; and a nintshcr of ir,.xcsahl y faul ty 
a e,".::,';: in the Pro ,.- I on which some key project ac't:ivities were 
(hev'-r,(. All, !N forp, r '.. to ro'-"ign tie project, making it Oimpler 

and irn.r Parn'i . l F"cn'Ir on t hose aspects related to food:cos,r crop 

prsduclinn (;s., " ) opvs-rr, ev.n f, rie All) c;n redesign the project, it 
needs to nspnqq w. 1r I -ru praical mlutins to the -el1lori issues: 

-- OloaL. P I, lac-ir::: tie financOl resomlrc,'s to absorb thePou Vnie , 
recurriny c-.ts of t&i pi.I t . III the ln;t four ye-lars the treld of 
the Otpilat ion's lii; ! u.. re!:uIl t:; h,:-;s he'fn l'1ru r and ]arger 
deINf c t . U ,ven A ID',s O-rr,:1 op, co L ibu i ois for op,-'rt i 
sulppoirI - t( tI o f f,!;, e c!;" I I I on i d' f I ,f t inl ;s t heI 11 ;. 

Ope ia I t,", 1 t ,,1,, it11c :5;1, i ' .; aN Id L it 1 a11p r! ' ,:I!!,; e I I l.1; :,a yv 

u-l i l:rlv, it . - I ' sil P' t;t o o inre tihe project e'hen AI) .ut'p olt 

I; p)hicif '" o n cn, I c . r', age 6). ,. .' '. 
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---	 Opera i 1 ;Nute &Il I ve has depended on ancthjr GOM apency to provqde 
credit to fa i'rpo"; for the procurement of fert J fi:-er; ar, pentici.es 
needed fo! cn 551: crop ( t ;andiceo , c L ton ;d pe' iL ) prOduC t io f r., 
whi ch t Opu,ri:l r: riv\,-nno.; are gc,,.r'-,tod. ith'" w*,5.' t1 n, U the 
bankr urptcy, 1. F Es. h (n t 1 n h'cc cy , , tlQr1 cc:I is hpc :. 'Ou p Io ng 
All) cruji V fmh!; c o P ftarures; A has c c i C t i isen 
from thc L;rccr ti. t t h A1l) ,dit fund : iX'Cv0; .l l ,i i , t;i eted(1 

;:'c ' 	 n r nce-,dod(for w'rk . ;arl f p;arti;r n.t • 'I'I,'o; i-nt re to 
e s ' p a wi I !4 r rlut I> l (-,:l tol.fiI cI ' i lt , s "h , COiln ,;,n ) 

whh'l ih O r,( ! i (l i f't v,'(,2 Ii! tL i i iany r cinu"., Q crl:t'j i'.' - lausr, 
of I e V)' vt ' d ei cn ('l to o t;Ia cru it i I 11I ; for ' <;sli Crop 
farmers, 5 /- oj cl 's focus on food pro,, ion has heen lost (poc 7). 

Operat i, '-ote V,. 1Ic, n extcnsion Fy, t(,o s ineffici,-nt and 
inef fr. iv-. T.i ni condi i Lion s lo/-c1 in p I L frrco,"s o,'Ii i 1 I ]N poorly 
tra 111(-id o'I t-. " ,v , ton 1'li r : is po ,,,ni 'h1Ii 'i s;. aIoddition to tLheir 
ndm ti ,n r 'v-i.vv an i I i,o Icf,-, tQ .spentY; sr ,;L also -d,:1 n fs terw ,chn ;( 
the credit prs:rn.rc. Th rusult in thai t:hi.s proram is; neith.r 
propcrly lsc.ioH nor: hiss ru'i rint l ci 1'ia controls, thus TuJ,:PIPng ik 
hiihlv vul' r'thblC to I t'ft l ont pracLice<; (page 8). 

Pro I Ps,:,f-u1%1 v wic-i ? ci r 

' rchi i 99 	 )h1 i ' 
2".:> l],9 ,million 'hic'''h r;Ii aI ' liP: .x'1] l (h i cS; .: ciev 0 1.: of hd 	 1 c d iz4 a Pd i &u fictt . P.. : 11 'i , P en , . 5 ! e the !i Q ex.pe' nd Lures Lhe:-,, 

is , I , t t- , to ,1c'.: al.ter -11,:ost four ycars; f /, ) s.n; ynr 't just what this 
Pr',: has; CO K Ka ,td i , 'i',,e of ,"Ve.oicCplint . T:e s ,-tus of tLhe various 
act r i -s; in icr ict rvc Li. th i pru.jt'it i;: I ,;,ri_ ous:,',t uPe: 

sos i 	 ,-- Alri I n Wi K",,c-eni:' done toI nc cci.s:e H' I ipro. the ts(i Ci animal 
FIK 	 Ct'cct ir . PriV1 :vi fns'Iss to fn-sv......... ih %UU U U h
 

his; the 
presior lv i v],'lir 2 , fair.',ry;. Until] <.h ttiLWate the 7rolc:!s of 

:uss , v ] mired i'1 the 

to 	 purcsi!' t r',ok s, 1mi not move'! hc,'.'tl pilot. stae, 

the 	 -rodit i resolvvd, this actLiv'rLt wc-illri'.1 


pilot ' p t' (pa tc,12). 

--	 A viblC rc-vol vi n. Al V cr d l fund has niot been Cr;Pt riiUhd. Thc fund 
is so):jo cin in , a, ,us.-r of ser-iotis pr i '. ;s whici h st -sls f :(::l faiully 
-s :ess et s; in t i,. ProjVt Pclpsr. The h- r-ct .-ipers cfor . had'.I 

' stated thi't f ni'l oni V! ] anp''}(. Co)lln 'i-11f; VIou.ld ;U;rls;]um ( iVOg 	 as le].ct 

re<oioni s-ib lI1 '-. for ](),i n rili 'S ,._ , IhI ,r .,'P!i;,, --. o i ' ' ;) it i .i 
rate. " 5flY-, t.1iont Ito rt5 to Knoevil 1''tI.e 1rii(r. I I 1 ;t ;1 re 

' not f ll-e'S- (01 5I, Ii 1a 1q ,1ri- ,':; illi a 1 1, h i ccirs a,1 c 
-of 3 ', i (-I'/ 5t . isOl lor ]i'1i.i5 i t .''5; f ; I, I { it .tt r'.-;l

rate, no W rt-r t wIaIsi1; ,s; i 1 10 ,, . :: ,s. ;~ s.; Icu 'orm,emr. : ,- . S!; - ch 
f a .' c' ;tl, cli Iillr-,!t 1 t[. s 01"reProcv 	ided', 1 "P r' ()n t 11 , ,.,: Lt I I r I1! 

borne 1: irh , ,.C!,it l-,;1 d, i , :i (1 io- r'it i ()n !si , e . , e sm niI idl'cc­

mel'( &l t;ilPi r r,. i I f t5(1 : or t hie ssiut,: i r , :; (;p:..;c I )), 

-- There v - .oIntr moxi cnis , ii trooatIc 1i(n,. ructlon prog'a7-r 
'hich hless , dversaly affectccl t',.- nuibhe c of Li oriic-Lers to bc! jis,proivcd 

in 
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Only 150 of the planned 398 kiloaieters at most will be completed. 
These roads are not only being constructed at a higher than planned 
design but also in locations that do not foster the marketing 
objective. Thus, in our view, this activity should be suspended until 
the 	Operation justifies what it is doing (page 18).
 

--	 Construction of the Bancoumana Polder has not started due to design 
problems. Because the Polder has had a history of failures by other 
donors, and since the Operation has not demonstrated the needed the 
management capability, we do not believe this activity should be 
undertaken (page 19).
 

--	 AID funding of the literacy program has been suspended pending 
corrective action of numerous problems (page 21). 

--	 The health activity has not started nor does AID plan to initiate it 
at the present time (page 22).
 

Accounting for AID Funds is Inadequate
 

Of the approximately 1.5 million AID providad in local currencies to defray 
the local operating costs associated witl. the project, we founJ that the 
equivalcnt of t79,301 should be recovered by AID (page 24). 

Accounting for th( AID credit funds was almost non-existent. These funds were
 
initially used to procure inputs such as farm implements and frrtilizers which
 
were then distributed to 1:-le farr.ers in tha form of in-kind credit loans. 
 The 
repqyment of the in-kind loais were to revert to the AID credit fund with the 
cycle repeating itself. Invento,y records controlling the farm inputs 
purchased with AID funds wore in such deplorable condition as to be almost 
useless. The records maintained by the extension agents were either 
inadequate or non-existent ns tu loans made and repayments received. This 
absence of record keeping plus the absence of internal controls made the AID 
credit program highly vulnerable to abusive practices. Of the 541,667 in 
local currencies provided for crpedit, AID should recover '.he equivalent of 
t221,667. AID should also obtain a deiailed accounting for the local currency
 
equivalent of t153,333 for which no accounting data was available (page 27).
 

Problems With AID-Financed Procurement 

AID-financed technical assistance costing in excess of 2 million has not been
 
used effectively. In our view, this result stems in part from the USAID
 
assigning host country contracting responsibilities to Operation Haute Vallee
 
without assessing its capabilities. The USAID in part compounded the problem 
by taking a "hands-off" type approach in monitoring the Operation's activities 
.(page 34). 

Operation Haute Vallee has also written and negotiated contracts with various 
government agencies and local firms. Many of these contracts were not 
reviewed by the USAID, though they involve substantial commitments of AID 
funds. In some cases, the purposes of these contracts have varied t;.lfh project
 
objectives (page 35).
 

iii
 



AID 	Project Management Has Been Poor
 

The USAID's management of the project has been deficient and ineffective.
 
This ineffectiveness in USAID direction and guidance in part explains the
 
aimless manner in which the project has been implemented. This result arises
 
in larl-c part from AID not staffing the project with a project officer for a 
period of some 21 months. This staffing problem has still not been fully 
addressed (page 38). 

Summary of Management Comments
 

USAID/Mali generally agreed with the findings and recommendations of this 
report. Tile USAID stated that as a result of the report it plans to redesign 
the project. The scope of the project is to be reduced with the focus on food
 
production.
 

The 	USAID made the following specific comments about the report:
 

--	 While agreeing that the pe-iformance of the extension agent has been 
poor, it does not believe the burden placed on the field agents is as 
great as t!he report states. The USAID feels the extension agents' 
efficiency can be improv d hy defining their responsibilitie, , 
training them, providing them with the necessary support and 
Installing mechanisms to monitor their performance. 

--	 The USAID stated that the problem of carrying out an expansion of 
animal traction is not as simple as providing credit to purchase oxen 
and equipment. Equally as important as credit is a source of 
appropriate equipment. Tile p:oject makes no provisions for the 
adaption or improvement of animal-drawn equipment. Thus, a program to 
desiag, test and manufacture farm, eqtiipn.,nt at a reasonable price Is 
needed, but it is beyond the scope of thc± project.
 

--	 The USATD stated it made it clear in writing to Operation Haute Vallee 
that credit ft " fertilizer was given on a one-time basis to help it 
through a crisis during the 1981 season.
 

Conclusiona and Recommendatitons 

The 	 Operation Haute Vallee Project has so far been a failure and is likely to 
remain ,o as now designed. The project's implementation problem are due to a 
number of Inexcuseably faulty assessments upon which key activities were 
designed. AID's failure te provide adequate guidance and direction have 
contrihuted to the difficulties of this project. 

AID needs to redesign this large, complex project which is overloaded with 
ambition. In undertaking this redesign, a number of issues and problems need 
to be addressed. In this regard, the report contains 18 recommendations 
listed in ExhibiLt C to this report. 

iv 



BACKGROUND
 

Mall, located In the Sahelian region of West Africa, is one of the least 
developed countries in the world. Its per capita gross national product of 
llO (1977 drl.ars) is the lowest in Africa. AID estimates rural per capita 

income in cash and kind somewhere between 50 to 75. Agriculture and 
livestock constitute Mali's most important economic sector and the one with 
the greatest potential for growth. The sector contributes about 64 percent of 
Gross Domestic Product, iemploys over- 90 percent of the active labor force- and -".­
is the source of nearly 99 percent of the country's export earnings. 

Self-sufficiency in food grains is an important factor in Mali's development 
strategy. Therefore, on September 29, 1978, AID and the Government of the 
Republic of Mali (GOM) entered into a project grant agreement to increase food 
production in the Haute Vallee region. The region, which covers about 13,800 
square kilometers, lies on both sides of the Niger river between Bamako and 
the Guinea border (see map). About 35 percent of the region's soils are 
suitable for agriculture. The population totals about 211,)00, with 94 
percent engaged in agriculture. Cereals (paddy, millet, sorghum and maize) 
accounts for ahout 75 percent of the clt.vated hectarage and cash cr-,ps
 
(mainly cotton, Lobacco and peanuts) for about 22 percent of cultivat.ed
 
hectorage.
 

AID approved funding of 18.4 irillon is to be provided to the project 
Incromentelly over its five-year life. The activities to be csrried out under
 

'the project are as follow.
 

Animal Traction, Train.ng and Research. 
Purpose: To establish traction and training
 
research centers to denonstrate more rational
 
use of work oxen teams.
 

Agricultural Credit.
 
Purpose: To meet a demand by farmers in the 
project area by setring p a $1.3 million credit
 
fund to enable farmers to buy oxen and farm 
implements. 

Road Constuction.
 
Purpose: To provide access to markets in Bamako
 
and elsewhere for the surplus production
 
resulting from this project. A total of 398
 
kilometers of existing roads and tracks will be
 
Improved.
 

Irrigated Rice Production.
 
Purpose: To rehabilitate a 640 hectare polder 
in Pancoumana which will permit complete water 
control. and a chang2over from floating paddy 
varietlcf to irrigated paddy rice varieties. 

http:Train.ng
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Function-il Li terncy.
 
Purpose: lo cstah] i s funational ,Ipbabeti r: ion
 
centers, w Ih the number of such centers reaching
 
100 by the end of the projcct.
 

le;a1th. 
Purpos;e: 1 make an assessmnlt. of hen I t h 
conli t ion, Nnd to d's in a li'm[ited hea th 
ifrtervut ion. A totwl of 500,000 is to be 
pr,'vidcd for this health component. 

GOI, responsi b!]i i y for ir.p e"enting the projoct was assigned to Operation 
Haute V\allpoe '> ChOprnri, is a So:yi -;nutonomos agency of the COM under the 
Mini stry of .. r i,.cuturn Wilch is repnnnsi;be for cnordi:nating and Promoting 
the lt de: . lr., of the laute Valice re.ion..egrt ,' 

This ,'.:.':: undertaken in response to a request received From the 
Iiirector, US AI /'.-, , 

'i'h, plur ;c'! :",' n'ji.lew was to assess the rcsul ts of th2 project's 
art 1v t U s , tInd-: Lie itther he p rojct Ia effect ively and eff.1'ientlv 
tt..,d Wr, t ,nrtrin L'w:n'ther AIN funds were ev:prd,,d properly and iN 
Co ] in'u to! I W ' t t': and procpdures. The exam: ai:I oo included ,, 
revir, of C) :at ion I'utea Vrillee'. and USA ./Mal'i revoids as well as 
di :c('0.'',a; With Wrf, ho., ru',,:' WS/A'l ), r [L Site valtjp ,t' co and it s. sits 
v~'v'. i:;Ide to !i"lected locations1 ,: the Haiute Va]lee region. 
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FINDINGS, CONCLUSIONS AND RECOMIENDATIONS 

THS 	PROJECT NEEDS TO BE REDESIGNED
 

The 	 viability of te Operation Haute Vallee Project is very much in doubt. The 
activities being financed by AID have resulted in few tangible results. 
Moreover, the activities, as now designed, do not show much potential for 
doing so. In our review, this is attributable to the following: 

1. 	The Project Paper made a number of very inexcusably faulty 
assessments that were critical t( the success of the activities. 
The lack of progress in many of the activities is directly 
traceable to these faulty Project Paper assessments. The design
 
of the project is also much too large and complex in terms of the 
demands placed on the Operation's institutional and financial 
capabilities and USAID management resources. In a word, too much
 
is expected, resulting in the project being overloaded with
 
ambi tion.
 

2. 	Operation Haute Vallee lacks the finoncial resources to absorb 
the recurring costs of project activities. Unless it is able to
 
generate more revenues from the marketing of cash crop,;, and this
 
appears qticstionable, it w I]. be unable to continue the
 
activities when AID's financial support is withdrawL.
 

3. 	Operation Haute Vallee had depended on another GOM agency to
 
provide credit for the procurement of fertilizers and pesticides 
needed for cash crop production from which its ."evenues i re 
generated. With the demise of this agency, the Operation has 
become dependent on using AID credit funds to procurL th.se 
inputs for cash crop production which is so vital to its 
financial existence. A conflict of interests arises from the 
iact that the AID credit funds have been primarily targeted for 
wo-k animals and farm equipment and are critical to thc success 
of those activities.
 

4. 	Opration Haute Vallee's extension system is inefficient and 
ineffective. This condition stems in part from overloading the 
poorly trained agents with too many responsibilities. In 
addition to their administrative and technical functions, the
 
agents must also administer the credit program. The result is 
that this progra-" is neither properly handled nor has sufficient 
internal controls. 

Project Design ]l: Too Complex AnI Ambitious 

The Operation Maute Vallee Project is much too complex and ambitious, with few 
results having been achieved. Few, if any, of the activities are thus 
progressing as designed. 

-3­
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Mali is one of the least developed countries In the world. It lacks, among
other things, human skills, education and health facilities, infrastructure 
and financial resources. In view of Mali's many needs, it is probably natural 
for donors to de',3gn large p-ojects addressing as many of these needs as 
possible. VJewed in this context, the large integrated rural development 
projects are full of good intentions. But these good intentions are often the 
very reason why the projects become overloaded with ambition and thus fail.
 

Operation Haute Vallee is an exceedingly large and complex integrated rural 
developmnent type .consistng some.. sev dif fert . tiit ."r'ojet, f ..
Anyone of the activities could and slould be a project in itself. In 
overloading the project with so many activities, unrealistic burdens have been 
place on Operatifn Haute Vallee's institutional capability and financial 
resources as well as USAID/ali's project management. The consequence is that 
few results have been achieved. Some examples: The animal traction program 
his not progressed beyond a few pilot farms; the credit program has stalled 
due to an inadequate credit system; rehabilitation of the Bancoumana polder 
has not been started. About the only tangible results have been the 
constroction of some roads and an office building, neither of which have been 
effected as originally planned.
 

Ther. are clear iadications, as discussed .n the next section of this report,
 
that the project is out of control aid drifting with no clearly defined 
objecives. Implemuntation is thus presently performed on an ad hoc rather 
than planned basis. 

It Js questionable whether the Operation has the capability to impJe;-ent all 
those aspects assigned to it undc.r this ambitious and faultily designed 
project. Th, Operation Haute Vall]c'- is struggling f.nancially, barely able to 
keep its head above water. And the oaability of it-, staff, as indicated by 
The ext,nsion system, is ineffective. The USAID has also not demonstrated the 
capability to manage the project. 

In our view, since some activitles have not yet started, and others are
 
drifting, the 
time is opportune for - criticol USAID re'iew to determine
 
whether it makes mulch sense 1.o continue with the project as now designed. It 
is our opnion that those d0vcrse activites of the project: not directly 
related to food production should be dopped from the project. However, even
 
before this project can be rede;igned, it has to be determined whether a 
number of issues and problems discussed in this report have practical 
solutions. 

It should be noted thio All) is not the only donor in Mali experiencing 
problems with large projecms. A World Bank report dated October 9, 1981., and 
entitled "Seventh Annual Review of Project Performance Audit Results", 
discusses the Bank's sad experience witli the concept of integrated development 
projects. Below is a citati, n regarding a project in 1alI which is 
Instructive:
 

The concept of integrated development and the 
I ssue of excessive project coimplexity are 
probably most germane in agriculture. The Mall 



Integrated ,ural Development Project is a case in 

point. It set out with a promise at appra',nI. of 

91% economic rate of return; the reetnLmiate at 
audit was negative. There were many problcis. 
But the centrail problems were those of design and 
complex institutional requirements much beyond
 
the local capabilities. The aadit concluded that 
integration should, at first, concern all
 
necessary functions related to a single or a few
 

.. .. cl o s e l y r e l a t e d o b j ect i .v .... .............
e s ." ............---......... .................
 

In discussing this project with a World Bank representative in Mali, we found 
that the project was almost Identical to Operaron Haute Vallee. It is thus 
pertinent to note the World Bank redesigned th! project and reduced its scope 
to a few related activities. 

The Financial and Credit Aspects Need to be P:aassessed
 

The Pioject Paper was inexcusably deficient in assessing the Op--ration's 
financial viability and the soundness of the credit program. These inaccurate 
assessments led to the faulty assumption that Operation Haute Vallea was able 
to impler.ent the project. 

One of the prnory purposes of the project is to increase agricultu;'al 
productivty and production. To achieve this purpose, tile pr-Jcct followc a 
design characteristic of food grain prcduction projects in the Sahel; namely: 
expanding the use of animal traction and related inpt,' financed by a credit 
program; applied research ,'o Introduce improved sead varietics "..nd agronomic 
practices; and expansion and training of the extension system. 

The average farm size In the liaute Vallee area Is about 12 hectares of which 
approxohacely 5 hectares are cultivated. Of the cultivated acreage, about 22 
percent is used for growing cash crops, no-nly cotton, tobacco and peanuts. 
The other 75 percent is used to ;row millet, sorghum, corn and rice.. 

Operation haute Vallee derives its income primririly from the cnjimlsslons 
earned on the marketing of carh crops for other goverli,rent agencies. The 
Project Paper assessed that, sirce the income from these comissions covered 
expe!nses, the Operation was finarwlally viable. It also assessed thit a sound 
credit program was operating. "he sou ice of this credit was SCAER, (the 
Agency for Agricultural Credit and Rural Equipment) a government supply agency 
for different government operations and responsible for the purchase of farm 
inputs (fertilizers, chemicals and small farm equIpment).* Therefore, in 
assessing that Operation haute Vallee was financially viable and had a 
functioning credit program, the Project Paper assumed It Was possible for the 
Operatlon tc implement a food production project from which it would derive no 
income. 

* Thnce inputf, wire channelled by SCAER through the Operation to the farmer, 
with Op-r-.. ion Miuto Vallee receiving a commiscion orn the sales of the inputs 
to cover the cost of Its collecting the loans from the farmer. 



In the past four years tile trend of Operation Haute Vallee's financial 
operating results has been larger and larger deficits. To make matters worse, 
SCAER went banikrupt in late 1980, leaving the Operation with no credit for 
crh crop production so vital to its existence. The consequence is that 
Operation Haute Val]ee is now struggling financially. II view of this 
fInanc 4 al struggle, pLiticularly for credit, the project focus on fcnd crop 
production has bec", Jost. These aspects are discussed in more detail below. 

1. Financail_Viability 

The financial situation of Gperation IHaute Va]lee has grown progressively 
worse, with ever larger operating deficits. Only AID's contributions to the 
support of the recurring operating co;ts keeps the Operation running. There 
does not now appear to b, any possibility for the Operation to absorb the 
recurring operating costs wben AID's contribution is phased down or withdrawn. 

Operation Haute Vallee derives its income from commissions on the buying and 
selling of cash crops. Since there is no parallel (private) market f,,r 
tobacco nnd cotton, the farmers have no alternative but to sell this
 
production directl' to the Operation. Peanuts is the only cash crop thit has 
a parallel market and gives the farmer an alt.ernative la disposing of his/iar 
production. In the past four years Operation Haute Vallee's financial 
viability has been adverv.ely affeced by change.c in the production and 
mqrretinr of the-+, cash crops. 

The nrkectlng of tobacco product',on, ,1hich used to acccunt for the largest 
sha'e of the Operation's re-enua, has diopped .so significantly in the past 
four y'cars that It no longer generates any revenues. This situation has been 
due tc a weakness In price and demand for the product. Tho-pgh demand' for the 
product: r ngain Increa5!ng, farmers are unable to increase their pioductlon 
bceanse pumps for the irrigation system have fallen into a itate of dirrepair. 

Revenues generated from the marketing of cotton production now account.3 for 
the Jnr ,est share of income. Though the marketing of cotton production has 
dropr.,d from 8,600 tons ,'n ]07?/80 to 4,500 tons in the 1981--82 sea;on, the 
coitIs io;, earned on tnarketing cotton Ihas risen, thus resuti: ng in a 
gorLrally stable level o- reverues . The drop in cottoo production has 
rejulted from the lack of financal Incentives to the farmers, 

Revenues earned from the marketing of peanuts in the past four years shours an 
Incontsistent picture, dropping substanti lly during the 1980/81 season. This 
situation in part reflects that more farmers are marketing the production 
themselves when prices on the parallel market are higher than government set 
prices. 

Non-ca;h crop production revenues ire inrgely earned from trucking the crops 
to government bvy-!rs. Revenues from this source Js now at a peak level and 
may possibly cont'nue in view of the new trucln provided under the Al) project. 

On thC eXpenditure side, salaries and contract labor account for well over 
half of the cosh expenditures. I) tit ')ast fcor years these expenditures have 
double', Tho other major cash expenditure, petroleum, oil (Ind lubrication, 
has also nlmost doitbled, The reasont; for these rapidly .... i.g..........t.... 
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are due to an increase of staff and the provision of mopeds to give the agents 
more mobility to cover their territorics, Both of these expenses have been 
fostered by tile All) project. 

In Exhibit A we have presented a finaial statement on Operation Hanute 
Vallec's operating results for the past four years. These figures, however, 
must be taken with a good deal of caution in view of the Operation's poor
accounting practices. Below is a summary presentation of the results (figures 

express in 000's MF): 

----- .
 - . .. .. --1977/78' 1978/79--.1979/80':-1980/81 . 7 

Revenues 205.6 231.-' 264.1 238.7
 
Expenditures 221.7 250.5 397.9 418.0
 
Operating Profit/(Loss) (16.1) (18.6) (133.8) (179.3) 

AlD Operating Support 110.0 152.7 

These figures clearly indicate a sharp upward trend in deficits as a result of 
the All) project. To alleviate the impact of these results, AID is 
contributing grant fvnds to pay a share of the Operation's operativg expenses, 
a large wercenta,,e of which Is ,-r F. -tries and fuel.. It is evident thot 
without t is AID support Operation Haute Vallee would have to reduce Its st-ff 
and activities significantl.y. 

At some pol nt in t ime AID support. for operqti, g etit en'es must be 
discontinued. With revenues stagnant, and with little apparent expectation of 
a dramatc upturn, one has to be less tan sanguine that the Operation will 
retain tHe e::tension syste- at its rresent level as AID operating support is 
withdra.n. This means that a large Irrt uf the funds AID is now contributing 
for operating support of the extension system may have been for nought. In 
our view, USAID!ali.must therefore review this situation to determine whether 
it makes sense to continue with a project Operation Haute Val..ee has Jit:tle 
chace of supporting financially. 

2. Credit Program 

There Is a conflict in this project that arises from the Project Paper 
Inaccurately assessing the soundness of the credit prograim that was being ren 
by SCAFR through Operation Haute Vallee. With the demise of SCAER, the 
Operation needs the AlI) credit funds to buy mostly fertilizers to serve 
farmers raisnug caln.;crops. If project objectives arc to maintained, the AID 
credit funds must be largely 1.argeted for Innger-terj-, credit for work animals 
and fain, equipment. 

7t: is Important to Operation |Hute Vallee's financial viability that farmers 
growing (ash crops are provided credit to finance needed inputs, particularly 
fert i-iizors rnd .r des. Wi thout these Input s, production and the.pesLt 

Markerng of' that productiou wotl.c drop.
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Until recently, SCAER had provided this credit in the form of small farm 
ilmplements, fertilizers and pesticides. But in late 1980, SCAER went 
bankrupt. A factor contributing to this situation was the non-repayment of 
farmer loans. Operation Haute Vallee alone, for example, owes SCAER over MF 1. 
billion on in-kind loans made to farmers. Thus, with the demise of SCAER this 
source of credit Is no longer available to the Operation. 

Because of this situation, Operation Haute Vallee requested AID to release the 
equivalent of t576,500 in local. currency for the credit fund. With AID 
approval, over 80 percent of these funds were utilized for procurement of 
fertilizers for the 1981/82 3eason. These commodities were then given to 
farmeirs i n th forinm-o f -i n--ki-nas.s To Obt'iin the6ns the "farmers hd. 
to grow cash crops. Not - single Malian franc was used to buy tractin 
animals, one of the primary objectives of the AID credit funds. 

No further releases of AID credit funds have been made since AID is not 
presently ab.e to ceLtify that Ope:'ation Haute Vallee has an acceptabl.c 
accounting system to control the use of the funds. Nor is it likely that this 
certification can be made in the near future. 

Wi11th no AID credit: funds available for the '982/83 season, Operation Hate 
Vallee reccivcd a short term advance of funds from CDT (Malfan Company for 
Development of Textile Fibers), to procure MF 508 million (t847,000)* of 
fertilizer and pr.'ticides. CMDT is iow putting pressure on Operation Haute 
Vallee for repaymrcnt of that advance. In turn, Operal: on Haute Vallee is 
turging All) to release the credit funds so they can be used to repay the 

ce . ad vr. 

Credit funds are critica.l to the success of the AID-financed animal tr,iction 
program. The lack of progress in this activity is reflective of tl'e fact that 
no funds have been made available to it. Unless fund are provided and 
targ.:ed for th s activity, there is no way it can even begin to function. 

Credil funds are equally critical to Operation Haute Vallee's cash crop 
farmecs. The Operation is thus counting on All) funds to serve this group by 
using the credit funds to buy mostly fertilizers. There is thus a basic 
conilict between projct interest.s and tihe Opertion's own interests that 
needs to br. addressed. 

Tim Extentsion System Needs to be Improved 

Operation Haute Vallee's extension system is ineffective and inefficient. The 
poorly trained agents have been overloaded with responsibilities they cannot 
perform. 

The extension agents are the instru sent through which Operation alaute Vallee's 
operational. activities are conducted. These agents have a number of vital 
roles : 

* Conversion rate used was ,'i.00 equals *rF 600. 
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--	 Technical Role -. Under the Haute Vallee Pro:jram they have the 
responsibility for promoting the use of the Operation's technlical 
package for cash crops. With the inception of the AID project, the 
rigents have also acquired monitoring responsibilities for the 
blacksmith program, animal traction program, functional literacy, etc. 

-- Credit Role -- Each agent is responsible for the administration of the 
credit program in their area. This entails ordering commodities, and 
accounting for stock, loans, and loan repayments. 

--	 Administrative Role - In this role the agents are responsible for the 
planning and reporting on the program, Each agent has an assigned 
territory which includes about 350 farms.
 

In our field visits we found that the agents had so many duties they could not 
service the farms in their respective territorieo,. And this is at the present 
low level of project implementation. Were the AID activities such as animal 
traction to be in full operation, the situation would be even wor!;e. The 
overloading of the agents with these various roles has resulted In none of 
them being performed well. The deficiencies of the credit program discu.3scd 
later in his repcvt is but one e7:ample. 

The project Cons.ul.tant, in discussing the inefficiency of the extersion aget'ts, 
states the follr,.,ing in its ,nnual Report of 1982: 

The 	 value of tle system can also be determined by 
judging the efficiency of its agents. A quote 
from a recent Werld Bank publication sums up the 
si tuation: at OHV "The extension work program is 
usually ad hoc in nature, defined by the cector 
chief. Little guidance is avai lable on its 
content, presentation, or means of execution. 
There is no monitoring of program effectiveness. 
The extension agent is a 'general- agriciltural 
agent', with tasks that range from promot,.rg nc%., 
technology, orgaizIng credit schemes, ard 
supplying inputs, to general administrat ive 
duties. The wide-ranging responsibility norinally 
results in little organized work being done. 
Since working conditions, general support 
facilities, and supervision of extension agents 
is poor, salaries low and educational 
requirements for recruitment minimal, it is not 
surprising that, in general, extension results 
are negligible, and morale in the service is low." 

In our view, if the efficiency of the extension agents is to be upgraded, then 
steps must ,-e talken to reduce soMe of their responsibilities. The most 
appropriate way of doing this is to lessen their responsibil.t:ies for the 
crediLt p):",,ram. This step should be taken in any event since the credit 
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program preseitly has no internal controls. Under the present decentralized
a:rang2ment, the agents have total responsibility over the commodities, 

accounting and collections. Assigning these functions to one individual makes 
the system highly vulnerable to devious practices. Tile worst part about this 
is that there Is also no effective oversight exercised at higher levels of tile 
organization over the agents' activities. An agent can thus do just about 
anything In manipulating the commodities, accounting and loan collections Co 
serve his/her own advantage, knowing the records are not subject to
 

verification. 

-were.-... -- to -- transfer ..the-- credit... 
function to the newly operating National Agricultural Development Bank and tile 

commodifty supply function to the private sector. But it is questionable 
whether this can be done at present. This means finding a way of doing so 
within the existing organizational framework. In our view, this could be done 

by transferring the accounting and commodity accounting responsibilities to 
the next higher organizational level. 

The..,obvious-solution, .... t - possible, would--be ....

At the base of Operation Haute Vallee's decentralized organization are the 
agents. Approximately six to eight agents report to the ZER (Rural 
Development Zone). The next step up in the organization is the sector wh':ih 
consists of approximately six ZERs. The secto.-s, of which there are four, in 
turn report to headquarters. In the terms of this organizat.:onal framework, 
we belicve the credit program shou.!d be administered at the ZER level. 
Additional personnel costs, however, may be involved and those would have to 
be considered in any such organizationai change. 

The extension agents have to be made more efficient and effective. In 
deteriining how this can be done, All) concurrently has to address the lack of 
controls now so apparent in the credit program. 

Conclusions and Recommendations 

The AID financed activities in this project have not resulted in any 
sJgni.'-ican': results. The project, moreover, is presently drifting without any 
defined fc. us of where it is headed. In our view, this stems from the project 
b,,,ing too large and comple,: with an unrealistic assumption of what could be 
accoirplishd within the existing institutional constraints; and a number of 
faulty aosessments in the Project Paper on which some key project activities 
were developed.
 

Since some activities have not started and the others are not progressing as 
planned, we believe that this is an opportune time to consider a redesign of 
the project. We believe tht; in redesigning tile project, AID should make it 
more manageable by focusing on those aspects only related to food crop 

production. 

In the redesign of the project, USAID/Mali needs to assess the Operation's 
financial situation and whether it will be able to absorb the recurring costs 
of the project. The credit progrom needs to be assessed In terms of how that 
program' can he re.rtructurc.6 and reemc K ed in te:is of AID's project Interests 
and the Operation's cash crop interests. And finally, USAII/Mali must assess 
whether the Operation's extension system can be made efficient and effective 
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in view of the fundr be:Ing invested i.! it. Unless these problems are 

addressed, we question whether the project merits continued funding. 

Accordingly, we have recommended that; 

Recommendation No. 1 
U-AID/Ma Ii should redesign the Operation Iaute 
Vallee Project before any additional obligations 
are made, making it less complex by focusing on 
onl.y a few activities directly related to food 
1production. . . . . . . . . . . . . . .
 

Reco.mendation No. 2 
USA1D/Mall should assess and demonstrate that 
Operation Haute Vallee has the financial capacity 
to finance the project. 

Recopimend!t:ion No. 3 
USAID/iMali should assess and demonstrate how 
Operation Haute Vallee's credit needs can be 
fulf illed without jeopardizing the availability 
of suffici ent credi t fun,'s for the animal 
traction program. 

1Recommendati on No. 4 
USATD/Mali !;hould assess and determine how tb#,: 
exteLnsIon s,,,."em c'ia he made effective to justify 
the Investment of alu,.tlonal AID project funds. 
In this regard, it s)ould consider divrsting the 
extension agents of t ',e accounting responsibil­
ities for the credit system. 
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PROJECT RESULTS HAVE NOT MET EXPECTATIONS 

All) has obligated approximately $11.9 million of which t8.8 million ha. been 
expended as of March 31, 1982 (see Ex:hibit B). Despite these signiicanrt 
expenditurcts, there is little to show aft,2r three years of AID support just: 
what this project has contributed in the way of development. The status of 
the various project activities, as described below, is indicative that this 
project is in serious trouble. 

The Animal Traction Program Has Stalled 

Very little has been done to increase and improve the use of animal traction 
as a means of increasing food crop productioo' in the Haute Vallee region. 
Providing credit funds to farmers which would enable them to purchase work 
animals has not moved beyond the pilot stage. Few blacksmiths have Ireen 
trained. Nor has there been any new or improved innovations evolving from the 
applied research component of the project.
 

There I, a concensus among AID and other donors that, if agr..ultural 
production is to increase in the Sahel, efforts, must be made to introduce more 
modern fr:ming tvchniques. Those AID projects relating to food production, 
particularly cereal grains of :.;ich this is one, are thus very similar. 
Technicc3 packages have been de-eloped which are based largely on animal 
traction and the use of farm impi-ments, fertilizers and better varieties af 
seeds. Those off-farm inputs are then provided to small farmers on an in-kihd 

s
credlft ba5 . 

The Project Paper identified a ne-ed for an increased usage of: ani.mal traction 
in the Haute Vallee region t, expand a:eas of cultivation ar, to increase 
yields of food productc.ln. Adequate crerl t was not available to farmers for 
the pturchase of the animalb (oxen), rvlated equipment, and other inputs. 
Accordingly, the primary purpose of this project was to provide the necessary 
credit to farmers which would enable thecm to obtain these inputs. IV 
a ddItion, eight animal. traction centers were to. Le constructei 'n1 the llauto 

to provide:Vr.,lee rcejon 

-- Training to farmer, In the use of animal tractioo. 

--	 Demonstration plots for applied research on 

improved uses of aitimal traction equipment and 
cultural practices. 

--	 Blacksmith shops for experimenting, doveloping, 
and improving implements such as yokes, seeders, 
etc.
 

Training for extension agents in order that these 
practices can be extended by them to thc village 
farm level. 

Under a :lost country contract, technical assistance was to bo provided to 
assist Operation lHute Vallee's extension agents in crop research and animal 
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traction. By the end of the project, 1,0i0 teams of oxen (financed from the 
AID Credit Fund) and 1,500 farmers were to havu been trained, as well as 90 
blacksmiths.
 

I. 	Pilot Farms 

The design of the animal traction activ.ty was changed in 1979, during the 
early implementation phase of the project. Although four animal traction 
centers were constructed at a cost of 025,000, they were quickly abandoned and 
never used. No documentation could bo found in USAID/Mali's records for 

.. discarding thy concept of. animal. tracti on .centcrso ......Operition Ilaute. Vallee, 
however, cited the following reasons:
 

-- There were no accommodations for farmers at the 
centers.
 

--	 Farmers could not leave their farms for the two 
weel training. 

--	 The cost to operate and construct centers was not 
a v-rthwhile investment. 

--	 The procedures ran counter to the Operation's 

extension system of providing assistance to 
farmers on their fais. 

At the t!,tiative of th.., projec i Consul.tant, Louis Berger lmtrnatic'nal., the 
cothc'pt of the pilot farmc w-as introduced to replace the animal traction 
renter concept. The Consultant eo"vYsioned that:
 

The pilot farm would serve as a base for complex 
data in which It could formulat e an optimal 
.ction program around the human and equipment 
resources at the farm leve. in order to maximize 
farm Income. By using linear programring 

techniques, the tradir.onal faim was to be 
transformed io in efficient unit carrying out 
numerous income gen.ratin3 activities.,'
 

Operation Haute Vallee, however, viewed the pilot farm concept differently. 
It believed that the farners only needed the means by which they could 
increase their production to become a model. These means would be supplied by 
the A]D credi: fund for animals, himplements, and other inputs. Operation 
Maute Vallee was of the c.pinion that the farmers were capable of increasing 
their welfare with these means and uceded very little support and guidance 
from its technical division and extension system. 

The pilot farm couceit was applied to 80 farms in the Haute Vallee region 
during .Ihe ]980/81 crop season. These farms were furnished with a technical 
package which included a pair of oxen and a new Consultant developed 
Innovat.ion - the dorble row seeder. The cost of UhSi.-" techuial ,ackl-agc was 
financed from the project: operating account and sold to pilot farmers on 
credl t. 
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Since the 80 p.lot farms were scattered throughout the Haute Vallee legion, 
this meant that monitoring could not be effected without the full cooperation 
and assistance of Operation Haute Vallee's extension systerm, However, with 
the extension agents being poorly trained and cirerburdened with 
re sponibilitJes, no reliable data was collected. The first year of the 
program was consequently left with no clata from which to make a valid 
evaluation.
 

The number of pilot farms for the 1981/82 season was reduced from 80 to 20 to 
facilitate effective monitoring. However, in its monthly report for February, 
1882 t that: ..stated .t.e...nsultan. 

with most of the pilot farm study information 
sheets in, it appears that information will not 
permit us to make any significant conclusions." 

The Consoltant informed us that the same 20 pilot farms will be monitored 
again, during the 1982/83 season. 

Though no effective evaluations have bceon made to confirm the soundness of the 
technical package, both the Consultant ancT Operation Haute Vqllce are 
convinced chat an.'ial traction is the obvious m,?ans of increasing produ.,,t.vity 
and production. 

Very iittie progress has bee-o made under the animal traction program. W_ th 
the exceptfon of the 30 teams o' oxen vurchased for the pilot farms in 1980, 
no AID credit funds have been expendcd or programm. d for the purchase of 
traction animals. In order to Increase the number of trairec oxen, credit 
fund.s are needed. Unless the probems; with the AID credit fund are resolved, 
as discussed in this report, there is little indication that any further 
progress beyond the pilot iars oi;ll be made. 

2. Blacks-i th Program 

Th. purpose of the B}lacksmith Program was to develop more ;:pproprlat:e arid lees 
expensive implements for work oxen and -o train local blacl'smith. to mak­
tlhem. A total. of 90 local black.:;mith. were to be trainc. rraining courses 
were also to be conducted by the Consultant which would enable the b.acksmiths 
to develop a capability to make a.,d repair the implements. 

In discarding the animal traction center concept, the Blacl'smith Program was 
revised to equip one blaclsmith for each of Hie 28 ZER-; (Rural Development 
Zones). During the 1980/81 season, five blacksmiths were provided with 
equipment on three year credit terms. No blacksmiths, however, were trained 
by the Consultant. 

In February, 1982, the Consultant conducted a 15 day training course for eight 
blacksni ths. Six of these blacksmiths have been equipped and the other two 
are in the prece.;s of being equipped. No additJonal training Is planned for 
the 1.982/8,; season. 
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The Blachsmit: Program is related to the objective of Increasing the use of 
animal traction in the Haute Vallee region. However, with the animal traction 
program not fur'ctioning, this program has also stalled. 

3. 	 Applied Research Center - Samanko 

A government experimental center at Samanko replaced the demonstration plots 
that were to be adjacent to the planned animal traction centers for animal 
traction equipment research and agronomic testing. A recent AID project 
evaluation concluded that "essentially no research was conducted on animal 

__traction -per. limited_ trials on feeding.of ,ni!lswerc.e, ahjoug confined 
carried out at Samanko". The evaluation also stated the double row seeder 
developed by the Consultant was of marginal utility. A modification of t.ie 
1.982/83 pilot farm program Is to transform the double row seeder into a single 
row model in order that farmers will be able to utilize this farm implement. 

The evaluation report on the results of agronomic testing concluded that very 
littl.e has been introduced in the way of an Improved technical package ard 
that Operaticon Haute Vallee lacked the capabi]lty to conduct applied research 
on its own. 

The Serel -Arl(I Vood Grains Research anj ])evelop.nent Program (SAFG|IAD), wit:'nin 
the InstJ-tut of Agricultural Economics of the Ministry of Agriculture, is 
capable of produci .ig improved agricultural technology appropria, e to the needs 
of Lh2 Operation. For the 1982/83 seaboa, SAFGRAD has agreed to integrate its 
activitles with those of Operation hlauto Vallee. A proposed budget of IF 12.4 
Ii1 on to fl nance this activity inder the project is cur.-ent.y being, reviewed 
by ATID. This plan of artion for applied research activities heems valid. But 
wco que,.tion whether t-hi r program should be undertaken at this time in view of 
the poor results of the animal traction activities. 

"'iobler1; Hi vderinrg t:he Viability of the Credit Fund Activity 

The estan,lishment of a viable revolving credit fund envisioned In the Project 
-aper has not materialized. No, can a viable fund be established until the 
diff'cult ?roblens of low repayments, interast charges and subsidies are 
r,ot',sfactorily resolved. 

The Proj,,-, Paper ascertained that more extended credit terms were needed to 
enable farov,7s to finance the )urchase of agricultural implunents and work 
oxe1. The credit terms for fertilizers, seeds, and pesticides were one year, 
ad for smnill farm equipment three years. No credit, however, was available 
for work oxen. The AlD credit activity was designed to address this need by 
establishing within the Operation a t1.3 million loan fund which would offer 
credit to farmers for periods of up to five years. T'he project proposed to 
bufld upon the eXisting credit systcii by modifying it to: 

a) 	Allow for longer repayment schedules (5 years) 
for specific farm Implements. 

b) 	Permit loans for the pur(, 1sC of ,:ork oxen. 
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c) 	 Introduce an insurance program for the oxen 
purchased on credit. 

d) 	 Make loans available for necessary land-leveling 
at the Bancoumana Polder. 

e) 	 Increase the current interest rate for all 
commodities purchased on credit in order to 
ensure a viable credit program from the outset:. 

A critical assumption ;.wade in the Projeci Paper was that loans made under the 
Operation Haute Vallee credit system were approved and guaranteed by village 
councils or associations. Consequenitly, when the project credit fund was 
formally established in March, 1981, with t'he issuance of Project 
Implementation Letter No. 4, a provision was Included that a village loan 
committee would certify to tihe qualification of any producer for a loan. If a 
villager was in arrcars on a loan, the entire village would be ineligable for 
further credit untHl the arrears were repaid. 

The Project Pper's assumption that village councils guaranteed farmers' loan 
repayments proved to be erroneous. In this regard, we found no evidence of 
this occurring at any of the field 1ocatior s we visited. The extension agelits 
we interviewed stated they madc the decision which farmers would be given 

credit and that no village councils guaranteed '.he loans. 

The participation of the village associations was to be an imp'rtant aspect of 
the credit fund, since th-is woulf result I: a high rate of loan repayu.ents and 
thereby ensure the vJabJlit> of the credit fund. The Project: Paper, in our 
v.Jw, glossed over what has provep to be a very poor repayment rate in the 
Operation Hute Vallee region. A study by the Consultant disclosed the 
foilowi?, g (figures in millioro. of Malian francs): 

TOTAL DUE END TOTAL RATE OF 
SEASON OF SEASON R;:PAYNIEINTS OUTSTANDING COLLECTIONS 

,979/80 388,795,620 275,601,060 113,194,560 70.9%
 
1980/81 42]1,251,721 225,907,220 195,344,501 53.6%
 
1981/82 536,900,913 205,32 ,245 331,579,668 38.2%
 

As indicated, the collection rate has been getting progressively worse. 
Officials at The Natio-,al Agricultural Devel.opment Bank informed us that it 
would grant credit only to Lhose Malian entities having a 90 percent repayment 
rate. With a current rate of 38.2 percent, this would clearly make Operation 
flaute Vallce ineligible for any credit from this organization. 

Project Implcmentation Letter No. 4 also provided that an interest charge of 
12 percent would be applicable to all loans made to farmerr for the 1981/82 
season. Tn addition, fer any commo.litJes financed out of the credit fund and 
sold to farmers below cost, the amr,ult: of the subsidy was to ])e (Icosited to 
the credit fund. For the 198:1/82 season, Operation Haute Vallee was unable to 
enforce the interest and substdy provi.si ons of Implementation Letter No. ";. 
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Farmers refused to buy ferLilizers at higher prices than those charged in the 
neighboring operations.. Operation H1aute Vallee was consequently forced to 
sell fertilizer on credit without an intere-st charge and at subsidized 
prices. Lacking funds, the Operation Haute Vallee has not reimbursed the 
credit fund for subsidies granted to farmers. 

The Project Paper envisioned that the AID credit fund would finance the 
purclisc of oxen by farmers in the haute Vallee region. Previously, there 
were no credit sources available to farmers for the purchase of work animals. 
The Project Paper envisioned that a 25 percent down payment would be made by 
..c farmer on_ the cost of_ the_ oxen; credit termns would be for five_ y,.r--with 
an annua]A interest: rate of 12 percent and that: a 2-1/2 percent charge on loans 
would be used to contribute to an insurai ce fund to provide for the 
replacement of oxen that might die. The only oxen financed under the project 
are the 80 teams for the pilot farmers. These farmers were given five year 
credit terms for the purchase of the oxen; however, no down payments were 
made, no interest charges were levied, nor wc,:e loans assessed the 2-1/2 
percent for the Insurance fund. 

The implementation of the credit fund activity has had many shortcomings. :In 
our view, a viahie credit fund cannot be established unless the fo.lowing 

Impedimen.s are rcs-olved: 

--	 The ;ippalling low repayment rate needs to be addressed. It see.as 
oovious that wi thou, villau council participation in the credit 
syste , the rate of collection, will remain ve,.y poor. Unl ess this 
aspeLt can be succ essF I].ly implemented, t.,re i' no clI:Ice of 
establishing a viable credit fund. 

The amount of interest to be imposed on loans is another factor 
critical for the .i.biJ.tyof the credit fund. However, the rates 
must be consistent with what othcr organizations are imposing in 
Mal. iTlie credit fund provisi on for an interest charge of 12 percent 
on all loans differed radically with tie other operations that charge 
no interest on loans, resulting in the credit fur..: prov.ision not beiiepg 
enforced. Officials of the Agricultura Devel.opiient .arink i formed us 
that the bank's interesc r;ites on loans varie! fion 7-1./2 to 11 
percent. A solutLion to che interest prcblem may be foi dono' s and COM 
organizations deal ing in agricultural. credit to adopt thr interest 
policy of the Agricultural Bank. 

--	 The amount: of subsidies granted by Operation h1aute Vallee to farmers 
on credi:t sales of agricultural commodities and not reimbursed to the 
credi.t fund by Opcration Haute Vallee a) ;o hiners the viability of 
the credit fund. If subsidies are to be provided, Operation Haute 
Vailc must be able to generate sufficient revenues from its income 
sources to be able to reimburse the credi: fund. It does not have the 
resources to do th-is. 

;nless these major imped i,,.nt, can be resolved, a succesfl.] and 'iable credit 
fund ac: ity achieved the In vIA.w, USAID' cnot he under project. our the 
needs to make a ietormination whother these impc~dirents can be resolved and, 
if not, whether i:hie credit: fund activi-ty should be contintled. 
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The Road Program Needs to Be Reassessed 

There have been numerous changes in the road activity which havc adversely 
affected the number and type of kilometers to 'he improved. The resuLJt .s that: 
this activity is not now fully addressing the marketing aspect which is its 
main purpose. 

Under the road program 398 kilometers of existing roads and trails in the 
Haute Vallee region were to be improved, making them passable year around. A 
total of 203 kilometers were to be improved to class "B" standards, including 
laterite surfacn.~~Q~ii~~eet dancmdealietr by 
installation of drainage structures. The purpose of these improved roads a-id 
trails was to facilitate the marketing of surplus agriculture production 
resulting from the project. 

The Project Paper states that there were five all-weather roads in the project 
area. The remaining roads were mostly bush tracks which could not be used 
during the rainly season because of poor surfacing ar.d difficult stream 
crossings. When the villagers reopen the tracks in the dry-seas-on, mot of 
them are unsuitable for use. Scraping of these trails would enable them to be 
used by oxen-drawn carts and pedestri-as to mete farm output to the numerods 
collection points along the all-weather rocds where government marketing 
agencies pick up t:-e produce. 

The Project Paper provided a listing of the roaids to be iriproved each year. 
No economic !:valuation of the pI oposedc roads was co:,idred neces.;iry since 
rhe 1 roram was presumed appropriate Lo the project. No anal)sis wa: given to 
detcr .ine the choice of roads proposed, t heir desJign criteri , c.-- their 
intended effect: on agric:ultural production. Nor were "-ny base line studie 
.nciridcd ngainst which later progress could be measured. 

In a January 1980 meeting with the Operation laut:e Vallee, Travauz Neufs 'TN), 
tic geve;ninent road building unit, and USAID/4hli, the dccision was made to 
,'todifv the Projczt Paper pans. Under this modification the concept of access 
trai. wou:.d be dropped and all roads would instead be upgraded to a modified 
-a,_s "B" standard. 

No analyi'., was provided to indi(ate the impact: on the number of kilometers of 
road Llwt could be rehabilitated during the project period or the impact on 
the project budget by c iminatIng access t:ral]s. In fact, in December 1981, 
OperaLion Haute Vallee and TN were still referring to access trails as a 
viable project component. 

Additional changes were again made du..ln, implcmenta:ion. These changes
included dropping the access tra i.s and np-grading sections of the five 

exsting mailn road., to a modifled class "A" desi gn. There was very little 
documentation supportitnf; the basis for these changes. In early 1981, for 
example, the Consultant compla ned t1'nt technical decisions on road 
construztion had been Made In a )mpha,:ard manner and thaL changes were 
repeatedly made Hiodering construc;I on, 
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Construction of thc road program is progress.ing moch slower than plamned. 
Only 84 kilometers have been completed so far. It is now believed tha: less 
than 150 of the planned 398 kiloineters will be completed by the end of the 
project In July 1983. A significant facto." contributing to this much lesser 
resuJ.t is that the roads are being upgraded to a higher than planned design. 

During our review, we travelled over a number of roads constructed under the 
project. I-ithout exception, the roads appear to be of good quality. But IIn 
virtually every instance, there was ni traffic to be seen c, any of them. In 
our view, AID needs to assess whether I t makes much sense to build quality 
..............thereis irtuly no trf .. n this r.gard,.. t- needs. toadswere 

evaluate whether this emphasis on qualit) roads at the expense of the reader 
trAMIs is addressi, o the marketing aspect which is the purpose of this project 
act ivi ty, 

1. load Maintenance 

Tile All) financed rc.ds are not being maintained. 

The Ifa)ian De;art:mcnt of Public Work,. has been assigned responsibility' to 
maintain t he AI])-fl ntinced 
Proi-rt Agreen,-nt states: 

roads. In this rega-rd, Section 4,2 h (5) of the 

TV anud the sp cil brIgade hall have the 
retsponsibility to miintiaiii each road constructed 
or irm proved under this pro ject as soon re 
const ruction or 'p.)roveme,. of eaci rord Is 
tompI e t: ed , and ma I teIan,:u costs shall be 
finamced by the Coopc'cating Country. ithin one 
ycar after ex,,cit ion of the project ;,!erqement, 
the Cooperati:,g Country shall identify a 
s,-iti,:f..c ory source of fund tng from its revenues 
ffor suci corts. 

At the t tr.e of our review t , Cove'nnien': of Mali had y,?t to :dentl fy a source 
of funding for rol mnInteiance, thoui,, It should have done ,so by September 
29, 1979. Unless adequate fimu;u -re provIded, it is not 1iely tho roads will 
be ra fitai ned. Lack of maJ nt.enmc' , acr ordinrg to the Consultint , is already a 
proh ei nid wi l1 becoim!e more scrious !n the next year. The USA]ID accerdingly 
needs to address thIs proble,., 

Reha l1i ta .Ion of th1 Ba cr:iui;una Polder Needs to be Reassessed 

Construction of the Bancoum,.na Polder has not started. 

The Bancou:nana Polder Is one of fiftecn lrritf::ton systems located, In the 
Haute Va ]I e Regi on . Tile ol der Is loca ted on the 1eft side rf the Ni ger 
Ri'er. It consists. of approyriamteiy 610 hectare S of land divlded ;ito two 
SectLov,:-, brlng farmed by 1,60 faim famJlie. 

levels,, fi 
establI i:hod the of the ,.. V etnamese in 1964 and ]-ateir by the 
lPoorly do'.igned and v.t:1 unequal. a v-r .13 lancolimana Polderv was ,rt 

with help rch 
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French,. The Polder's yields have becen poor, reoult1:'g in the ajority Of ti 
farmrtE, abandoning rice cultivation for dry land crops. In 1981, about 20 
perc,.nt of the polder was being cultivated. 

The initial, purpose of the rehabilitation of the 1'-ncoumana Polder was to 
recondition the main canal system and to level and claim 100 additional 
hectares to bC used as a demonstration area. With funds provided from the AID 
credIt fund, farmers were to purchase oxen and equipment needed for land 
leve]Aug of individual plots and cultivcation. 

A recent evaluntion Stated _Lhe project's design was based on several -.rroneous 
technical assumptions. First, de.lpite questions raised regarding the adequacy 
of Irrigation %,Tater supply, the Project Paper made no provision for any 
hydrological studies. Secondly, the use of animal traction by individual 
farmers. seriously overestimated the capacity of weak local oxen to level che 
difficult soils in the Polder. And thirdly, the Project Paper over-estlimated 
the ioteatially cultivable land as well as the. possible rate of increased 
production. Thoese assumptions resulted in a peneral undereotlmation, of the 
size, complexity and hence, cost of design, construction (nd prod'.,tion of 

The nec: ary stIdIes of the Bancoumana Pv..der, which should 1iay been 
cons Idere0 dur 1; the project' . design, have now been com;ple' ed. A 
fea ;i hil-ty st.udy done by the Con:-:.3tnL Indicates a number of problems rembin 
wiL i:hils project component, ncludlng: 

--	 The farmers have reitK1er the equipment nor the 
expertJ se to mniniian th( system in ad lu aL 
op(r.nIting coll(Li C. 

--	 The plots of !a! 'J arc wmich too big foy: thv 
farmers' capncity to vor',: thci.w. 

--	 Because of past problcmr, Operation Waute Vallec 
has no des:ire to redistrl.bute land, 

At th- presenit tfm' , four diffcrcnL options for the B'.ao mana Folder are 
beliq; considered by the US;A1]. These i.p :ons ar,: 

-	 Not going, ahead with the actilvity. 

Develop 77 hectares of Land fortiLer u) the river 
and irrigate this land by punaps at a cost or 
3,000,000.
 

"-	 Level and rehabil]tate 100 h'&ct ref; at the Polder 
at a co,;SL of I,000,O00. 

- lev( anO rehi1ilblitate 25 to 30 1,cct', S at I he 
Poitdcr at ain undetermined co;;t 
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The history of the Bancounana Polder is one of failures, We question whether 
the USAID/ali effuorts., i1 be any different. An effective Opera tion Haute 
VaI.A.ec mana',hewe-t capa lil1y is an Important fact'or in making this activity a 

su ceC;S. In Our VIew, Opera tion Haute Vail ce has not demonstrated this•-o,-, . Thele c c 
mana.ger-Iet capabIlit ""refore , LjlesS the USAID can dnionst t.,' that the 
Opl at ion has this capabil.ty, the activity should not be undertaken. 

MI,;ine af AiD-Fir,,', 12d Epil p:;ien t 

"/,1-:flnn d .... qti] promei U plovided -for BaIIIottina Polde ... costng -more thn 
200,000, v'; !, being ined at 'arabana. There were llegations that thin 

equipment i being rur'cd out and that officials or Operation Haute Vallee 
ee nef I Iin,,- from th rental fee. Action should ,:ccordi ngly hze taken "hy 

USA2ID/.ali to ensure that the equJlp:.ent Is not used for such practices. 

Functi onal Lit:eracv Rl,.; leen S ,.sperded 

AID fund./ng for the functional Miteracy pro ,ram has Le i suspended pendi.g 
corrective .,tIlon of nuinerous probl_ii. 

:ctwas -o vilI.aeris ba:..'The 	 fuct,,r:. 1 literacv v/ty intended provi0e with 

.;ter,':cy ,-iA I to c.:",ble them to actor t,a,apt 'IndI utiize more rapidly i.8 
new' agr Ice '.,:'l t-ech; ipuis; to in c . food I-rocuction. indl r th1,; activit\ 
A] fud ;, was -o ,e provided foI. th, n.tabhlshcnt of 300 func t ional 
]II(AI:C' C n .L. 

'f~t Com. ,i the functi on,'. tercy progran in 1.9,.F , 'n:' report,vv:<' ', ie 
(I n 1J,)], f ;I'd InIal prornm 1.:hch st I .1 beenI Ident ny wea'messes haV,, not 
tr: c'u . evaliu- li noted of clI 1p 'it A recon-t :S /.10i/-,',,i ov Ilaly the samo I-,-

rect .:v;e n 2 H? t ia. t hc ISAY ) CuMpen"d I ' f I 'n'1 c1aI 1 suppr, rt of the n.c t i v t y 
;,nt iI correct ive acti :i hLs been tkiken. Among tIhc pI. ',' . ident fied wereu 

-- rechn Ic, aI;s ,: ta n c'C I ntended for the act: V ty 
1 n lt'i ' u;sed. 

- IThe f lrhi i1mw: II erncy zone s more extensr ,n 
than ]plan.ed, 

---	 There i ; I ltvl coordi nat ion lbet:w,.een functional 
IjLraky -d Other pro jec t coli p-mcnte . 

Al lhougl, .,* ,renl-,r., ;11 0 111 txu-F;t (iIC Or,ut of a 

t a rt cd 120, no -cl lIblc indicatim.u; of 
pefo rr:an,:', h'ivc heen C,St, lJ,-,'1).L1( 

Functi onI ii ter.acy CI ntc hnvr not acii,'vod the 

IAr nn prcent arIt icipat im ratc for WO1i4"i2. 

'.. 	 cIT1 a hi ,l1 r;t o ce I 1Io 11) .f 
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--	 lany of the supplies purciased are stored at 
Operat~lon llaute Val.ee's headquarters, not having 
been distributed to the functional literacy 
centers. 

With suspernsion of AID-funding, many functional literacy centers have closed. 
Centers st.ill functioning lack supplies, supervision and adequately trained 
staff. 

Health Activitv l l Be---.---- -- -- Not Imp] e-entd 

The 	 USAID does not plan to implement the health activity. 

The project provided ,50,000 for funding a health activity, subject to
AID/Was .ngto approval, before fund, Wiere obligated. This prior 

AID/Washinitcn approval was required because a design was not included in the 
Project Paper. 

In February 1981, a REISO/wA officia. visited Mali to devc..op a health 
design. The ....sign developed focLuses on strengthering existing preventive and 
curative lealth ,(r'i cos in the Haute Vailec region. Approximately 430 C00 
is considlered lec,-sary to develop thiis her" th acLivity. 

USAlf!'Xal1i official:; informed us that the USATD lacks the staff fc. implr-ment 
the 	proposed health activity durin', t:his, the .Irst, phase of the p oject. 

C cj:i,,I ons and Pecor..nnda I cs 

Vory 11.1:-te ;,as been done to incIrcIa e and improve t!&e use of anliial traction. 
Providini .'.credit funds to farmers wiiich i-ould enab'le them to purchase work 

. ta"I sha; iiot moved beyond t:hn pilot stage. Until such time that the 
lprobiew .:of t he credit program ar, resolved, this activity will re-.iain mired 
In the p1 ot v,"_age. Few blac|smi.th.s have been trained or equipped, nor has 
any rese rch results been forthcoming, 

A viab] revolvin;g ATD credit fupj hav not been esta .Wished. Several factors 
nee,- to he addre,,s d before the fund can be made .iab Ie. The farmers' 
dej;'eng~y*lotlow r,-paynm(nt rate f.,r lo ,n,: has to be improved. Interest rates 
have to be char,,ed . Establjsl: rg thi., rate should be developed i.n terms of 
what other ,,overn;ent agencie:n ai-,d donor.; are charging. And amuy subsidies 
provided should not be hargeI to t1le credit fund. Subsidies should be borne 
by the Operation. 

There hztve been numcrous changes in the road constuc tion program which has 
adversely affected the nucher of kilometers to be Improved. Only 150 of the 
p1alnne!d 398 kI Iomenters at most. will. he comapleted. The result is that tLhi s 
activit-y Is not now fully addlr.:nning the marketing a.pect which is its mailn 
object l re. 

Construc ion of the Barcoumar Po d -.r has not yet' tar ted. Unlens; t:! USAI)e 
can 	 deinonst-ratc the O(2C.Ition h;" t;o" managelient capabi]ity, We do ,)t bclievc 
the 	nctiv y shoul.d be undertaken. 
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AID funding of the functional literacy program has been suspended ,endtilg 
corrective acti on of numerous problems. 

The USAID does not now plan to implement the health activiti nor do we think 
it should. 

Accordingly, we have recommended that: 

Recommendation No. 5 

USAID/ali, prior to releasing any AID funds for 
the credit program, should (a) address the problem 
of poor loan repayments by workig with Operation
Haute Vallee to establish village councils or 

associations; (b) establish an interest rate 
consistent with other Malian organizations, such 
as the National Agricultural Develcrment Bank; (c) 
ensure that Operation Haute Vallee is capable of 
funding subsidies fro:; sources other than AID 
funds; and, (d) ensure th-nm: dmn--payments are made 
as required. 

Rcc ,mrendation NC)o6 

USAID/Mal j sb,. .d suspend funding for th:! 
constLtucUJon ot. modif!.ed class "A" roadp unless 
appropriate ju tiflcat.ion i.s provided by ninera: 
laute Vallee. 

Recommendatlon No. 7 

USAID/Mali should ensure that rui ntenance fund:; 
will be provided before eleasing an y further AID 
funds for construc;-ion. 

Reco:unendatioi No. 8 

USAID/Ha. i should assess that Operation llrUrc 
Val Ice has the i.anagement Cap)ab ! i ty before 
releasing AID funds jf:r tHie 3ancou:jana Poldcr. 
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PROBLEMS IN A'COUNT1.NC FOR AID F'.NDS 

ATD Is providing local currencles to Operation Hlaute Vallee to defray a 
portion of Opcratlon Hlaute Vallee's operating costs associated with various 
project activitles. It Is also providing funds for credit purposes. 
Accounting for the All) operating funds, though generally accertable, i. being 
performed by the Consultant's financial advisor. In regard to these fund3,, we 
have questioned the propriety of use relating to I-IF47,580,832 (.79,301). 
Accounting for AID credit funds Is totally unacceptable. In view of this, All) 

.................	| s mpendd ..release of-further. funds for -credit purposes . In. reviewing... 
those All) credit funds released, ve hlve questioned the propriety of use 
regarding HP 133 million ( ,221,667) as well as requesting the need for a 
detalled accounting of I.IF92 million (t.153,333). 

Problems in Acounting for Operating Expenses 

Opcrat:ion Haute Valle's accounting for AID project funds is adequate but only 
because, the financial and administrativc advisor of the Consu.tant Is acting 
as proj,ct accountant. In our vi.,'!w, the USAID/Mali must take appropriate 
acti on to ensure that the accounti ,, responsibi.li.ties are turned over to a 
comlterrpar Within the Operation as quickly as possible. 

As of March 31., 1982, All) had provided the equivalent of ap,,:oximately ]..5 
ml]]lon to defray the local operatin costs associated with rthe project. 
These f,.dp w,,re advanced to Operation flaute Val.lee in the form of local. 
currncies. The Operation HIaute V.ll.eo in turn was respoi.sible to AID for the 
acccntLing and rcporting of thesc funds,. 

Under Section B.5.(h) of the Project Agreemcnt with ATI), Operatici fliatc 
Vallee .1!required to: 

maintain or cause to lc. tm:intalned, in accordance 
with generally accepted accountin;, prJnciples and 
practices consistently applied, books and records 
relatxing to the Project and to this Agreement, 
adequate to shot;, wl thout linita ti on, the receipt 
and use of goods and ,;e,-vices acqui red under the 
grant. "
 

The !'rojcct Paper reco,;nIzed txa t the project. would place t'trains on the 
Op !raf:ion 's nli.t.ed adxiniLstrative and financial capabilities, Provision was 
.lceordi.ngi~ made for an advisor to be recruited unO,-r the ATI-financed host 
country contrxct to assi.;t the adminisl:rative and accounting staff. Among tile 
responsilbi Lies of the advisor were the following. 

To -'v. so on all flx',,nci il mat ters re lating to 
OV. TO doteiM~lle wixat activitrs are too cost]y 
Uo Conti ano and rec'omniend changes or new 
act. vi.ties which wIll generate more income for 
OIlV and n;ake It mc re ecolomically viable. To
S'tndv the fi nance :.,dnm 1rI ... t..x ysemo O,- ~ f ~ ~ , t t o r Of OIIV-111O;ysteml tlI(. 
and t:o make reco1mTenda Lons fcc Improving and 

- 2/4 ­

http:nli.t.ed
http:A'COUNT1.NC


simplifying existing accounting operatiol.s. To 
recommend training equipment and/or methods which 
wIll provide more meaningful finance information 
for management decisions." 

The accounting for the project got off to a very poor start. The most 
important influencing factor was that Operation Haute Vallee neither had an 
accounting system compatl,?1e with AID requirements, nor the familiarity and 
experience necessary to maintain one required for project purposes. 

The Operatfi unaintains a simple accounting syslcni, consisting of a petty cash 
fund from w-.hich all disbursements ar- made with no system of vouchers 

supporting the disbursements. The only evidence of a disbursement is an entry 
to a cash disburs,ment book indicating the nature of the expenditure. Viewed 

in the context of this system, the accounting for AID project funds with its 
requirements of budgets, disbursenen' vouchers and financial reporting imposed 
enormou:s responsibIlities on Operation Haute Vallee's limited ac:ounting staff 

and capability. 

Tu assist Operation Haute Vallee %.it:h t.hese responsibilities, A7D should have 
issued Project lnplementation Letters with guidance on handling the accounting 
for ATD fuid.s . Thi; for.1-a| guidance should h;'." been followed up with on-oite 
vi S-'Ls. But: with the USAID/Mali Controller's Office bejng understafiEd. 
In'p1p.omcntation Letters were not issuod aad few, if any, on-site ',isits were 
made , This lack of colmmunication ,tween USAID/Mali and the Ol r.ratlon thus 
ccontributed further to t:h poor start. The reluctance of Operation I1aut.e 
\'allee's chiof accountant to accept the advice of the fi nanr-',.al 10vsor, Vas 
anohcr cortrJ buting f; ctur. 

:iew of i:hese various factors, '.Ie initial accounmting for the project was 
ttaJ inaidquate . The OparatLion %,ro unable to prepare meaningful budgets 
and re],prts and unable to mantai, the operat.ing accounts as required. 

In September 1980, witl. the accounting becoming progressively .,'orse, the 
financial advis:or developed an accounting systeir, which included quarterly 
budgets, recordIng expendl',,r'es b' bu2,et line I terns and rreporting by budget 
iin, 1tems, Tli " syst em, ho:: ver, -as not accepted by Operation Hai1:! 

Val lee's chif accountant. iJ.M.-y 1981, the Director of Haute Vailee replaced 
the chief accountant. A temporary repacement, who proved to be equal to the 
task, departed for a year'r trolrxng in September of .981. With the departure 
of this jn1djvjuuzl, Lhe financial advisor was assigne:,d responsibility for 
maintaining the Alf) operatilug accounts by the Director of Operavioi, Haute 
Vaihe. With this o ct on, the advisor in effect became the project 

accoun talt. Since then, the project account ing has signifficantl.y improved and 
many of the earlier def-1cicrces have been cotrected. 

In respons;e to Sub-Sectlon 121 (d) of the Foreign Assistance Act of 1961, as 
amended, All) requi red thmt Mission Di rectors certify the adequncy of host 
country SLe)s all, aaccoutling syv of on-going projects, as condit:ion to 
rl ea.uin ]oca1 cnlurrency fund,. On ..arch /, 1982, the Hisslot, certif.;cd that 
OperaLion 1aute Vallee'.; project accointing for operating funds was adequate. 

This corti f icat:!on ;a based on t !,e system and records mainta' , d by t:he 

financial ,1.d ri Yaedi on our rev:.C(w, this certJfJcation was approlpriate. 
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The financial advisor has been project accountant for almost a year with no 
end in sight. In our vJew, usirg the financial adv!.cr indefinitely as 
project accountant is neither a prudent use of AID project funds nor czntraict 
expertise. While this action may have been necessary as an interim step, 
efforts should have been made to rccriit a suitable ccunterpart within 
Operation Ilaute Val]e to whom these r,:,sponsibilities could have been 
reassigned. This action should be taken now. 

.Salient comments oil specif.ic. accot ting. aspects requiring LSAID/11a l.s 
attention are cited be'low. 

]. Reporting of Operating Expenses 

Reporting on the expenditure of AID local currency funds advanced to Operatron 
Haute Vallee is not performed on a timely basis. 

Under All) procedures local currency funds are usually advanced to Operation 
Haute Vallee to cover its estimated costs for a 90-day period. Operation 
llaute Vallee i s then required to submit month Iy reports to ISAID/Mali 
accounting for t:le expenditures of the advace.S. These reports are th.n 
reviewed ;rid certified by USAID/ali to liquidn:;e the advances. 

In revieving ll'ese procedures, we found Operation Hlaute Vallee has L.er remiss 
Jn not s1,h!r:i tting the wonthl]v reports on expenditures as requireJ. The last 

report, for e:.:armple, was suhmltted in October 1981, covering e.xpenditures for 
the perlo ay. through Au'.,,ny: 1981, All) has also been xem-iss in maki' g 
ad dtona) advances withont ubt:aniinF an accounting for -,"ior ,dvances. Thus, 
as (of ,4arel 31, 1.982, Operation Haute V5lec had not provided an accountir.g 
for 202,204 advanced by AID t[hrough l)ecenber 31, 1981. 

Our revie'; of these unre)orted d'sbursecents revealed thot HF 8,71.1,478 
.j14,5].9) .1ached supporl:ing, docuriertation. If claimed, the US;JD wil].l have to 

lisallow these expenditures. 

]i,our v.iet,,, to ensure that advances do no!: gel: out of rcnntrol, the 1JSATD must 
Insi..;t that Operation Haute Va].1ce provide more timey ro.portlrg on The use of 
the AID funds. No perat ing funds should therefore be advanced until 
relorting for the outstanding advai ces has been provided. hereafter, 
USAID/',ali houlcd insist that rejort:s be submit:.Led on a monthly basis as is 
nowv required. 

2. Revol v-iny Fund for Nopeds 

Operation IEnute Vallve did not establish a revo.ving fund for mopeds as it was 
rqui r,,d to do. Loan ropayments received from.i the e'tension agents, which 
should have been deposited to the revolving fund, reportedly were used for the 
Operation's.; operating expenses, thoufh :hi.its could not be confirmed, 

The ;'roject Paper asses.o;ed that Op-,it.jon llaul:e Valle' s extension agents, who 
were usJi 1,:icycles, needed ai nore offective means -,f transporto LI on to cover 
th i r ;:e-:ri1: onH. c,, The P'aper Indieated that if loans were provided, the 
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agents would buy mopeds, which were identified as the anlswer to this 
transportation problem. Provision was accordingly made in the project to 
provide loans to the agents from the AID operating funds to purchase the 
mnpeds. The agents' repayments of those loans, deducted in monthly 
installments, were to revert to a revolving fund for the purposc of fi.nancing 
replacement mopeds. 

Through March 31, 1982, AID had provided MiF 48,782,386 (t,81,304) in loans to 
finane the purchase of mopeds. Of this mnount, MF 45,159,296 (,75,265) had 
been- -repaid . -Iowever -- cont-rary to- tho- -underst'and-ing --that -- t-hese --repayments 
would be deposited to a revolving fund, Operation Haute Vallee claimed it used 
these funds, to defray the costs of its regular operations. 

Several extension agents informed us during our field trips that their mopods 
are in poor conlition and soIe need to be ruplaced. However, because the 
revolving fund was not established, their requests for loans to finance 
replacements have been turned down. Unless something is done, it is only d 
matter of time before the extension agents will be back to the use of 
bicycles. "ti our view, Operation i],ute Vallee should be required to establish 
the re\olving fund and make resitution to that fund of the repayments It 
improperly used for its operating expenses. 

inl.,rest Earned on AID Funds 

Tnter-'LC cjrneed un AlD funds should tc recovered and d:-.posited to the U.S. 
']re(; sury aecouint, 

,Pur~,u-i, ° to AID procedures all All) advances, were deposited b; Operati on Haute 
Vallee to a scparaet c,'mwnercia] I.ink ac-ount for oper'atin. ex))nses. lImIds 
were then withdrawn fror thi.s accont for making dist-ursumets. 

In re2viewing this bank account., we found that MF 855,436 ($1,426) had bcun 
crediLed to the account: as interest earned on the outstanding balances. U.S. 
Treasury regulation:s (TFiMI 6-8000) require that interest earned on Federa) 
Fu.nds by reclpient organJllzati:io be pald over to the Treasury. Accordingly, 
USATD/al i. should take the necesoary actLion te recover these funds and depostt 
1.he;1 in tie appropria te U.S, Treasury account. 

4. 1,e-unds Not Reported 

.Refunds received onl the return of tires purchased with AID funds were :,nt 
roportLcd by Olicration Hiaute Vallee. 

On April. 4, 1.981, Opc ration Ilnute Vailee receivedl 1.11 1,566,100 ($2,610) in 
refunds on tires returned to the venCor. Although the money was appropriately 
deposited in tie opc rattng account, it ,'as not offset against expenses on the 
financial report to 11SA]iD/MaI. . Tihe USATI) hoild thereforc deduct this amount 
from the next report accounting for the expenditure of AID advances. 

Ac(.otml uns,, For AI )Credit l'unidf Is Tmaincclunte 

Operat Ion te Va1100 has not properly accointed for the use of AID credit: 
funds. h., : is In pIart due to AID's failure to clarify how time credit system 
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should operate and in part due to Operaticn Haute Vallee's limited accounting 
capabilities. Until substantive remedial efforts are made to improve the 
system, no further AID funds should be released for the credit program. 

In general, the AID credit program should work as follows. Opration lhaute 

Vallee should establish a separate bank account for AID credit funds. AID 

releases of local currency funds programmed for credit should then be 
deposited to this account. Since credit is provided on an in-kind baslf--, 
withdrawals from the account should he used to purchase such off-farm inputs 

.... . a -traction.animas -(oxen) --and - impem ents . The off-farm ,inputs, when.. 
received, should then be distributed through Operation Haute Vallee's 
extension system to the farmers in the form of loans. The repayments of these 
loans should flow back to the AID credit fund bank account with the cycle 
repeating itself for the next crop season. 

The AlI) credit program commenced during the 1980/81 crop -season. Since AID 
did not indicate hc,. the program was to operate, 1.1F 52 million (.186,667) was 
withdrawn from the AID operating account rather than the credit prog:'am to buy 
traction animals, implenents, seeds, etc-. These inputs were then sold on 
credit to farirers and blacksrmfths in the Hlaute Vallee region. Repayments on 
these ]oans were 4ollected by Operati.n flaute Vallee aMn reportedly used to 
pay Its operating expenses, !:hough th~s .ou.d not be verified. fn view of 
Operition flaute Vaee's poor a_-counting practices, it was impossible for u6 

to dzcrminre the amount: collected on these loanis. Therefore, in our. vicw, the 
USAID ,_,,huld atLetpt to obtain ;n accounting for repayments on the HE 52 
million (3.36,667) and have the repayments rcstored to the AID c edit fund. 

In April 1981, AID re-easedI MF 29 million ( 1483,333) for the 1981/82 crop 
se3ason. Pur.uant to USAID guidance provided in Imple-entation Letter No. 4, 
Operaton l liute Val.ce was to have oponed a separate bank account for the 

deposit of the credit funds, Those tunds, however, were deposited into the 
operat~n, account. A separate a-zount was estahlinhed in July J981. Though 
the Operation subsequently diverted funds from tih; account to pay its 

operatinilg costs, the funds were later restored to the AID credit program. 

In reviewing this account, we round that MF 273 millifen (f5455,000) was 
withdrawn and comin,]-ed with, Lhr Operat:ions own funds t procure fertilizers, 
Imvplements, etc., which1 were hi.r, previded to the farmers In the form of 
] *a.s. When repayment:; from the 1.98.1 /82 secoson were made, Ope,'ation au,te 
Val.c2 arbitrarily determlned a, ,-.iount to be appi icable to the inputs 
fNnanced from the AID credit rnd. The. Operatiou's financial reports indicate 
that repayments of MV ]32 : i1lon (.220,000) were attributable to the AID 
credit fund. Of thi s a:otint MP 100 million (t;]66,667) was deposited to the 
All) credit account. Basedl on the Operation's calculations, HF 32 mil]ion 
(,1,53, 333) should st:ill ,e deposited to the AID credit iccount. USAID/Mali 
should thercfore recover that amount. 
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The USAID should also obtain a detailed accounting from Operation Haut! Vallee
for the Mr 97 mqillionl* for which no accounting data was available. If thec 

Operat.i on is unable to provide this data, ihen appropriate refund ant on
 
should be taken to recover these futnds as well.
 

USAID/,Mli has restricted Operation ||aute Vallee from using the funds in the 
AT.) credit account. This action was takeu by the USAID since it could not 
certify that the Operation has an acceptable system to control and account for 
the ue,,; of AID credit funds. In this regard, we concur with USAID/1,,ali's 
anction. - -, ~ - - . - - ­~ 

Our comments on t:he deficiences of Operation Hlaute Vall.ee's credit system are 
presented below. 

1. Procurement of Inputs 

In rcvic :ing Opcration Hlaute Vallee's records, v,. found that the HF 52 million 
provided for the 1980/81 season were used to procure the following items: 

H'IF (Wi] 1.1 ofs) 

Animals (oxen) 19 
Farm Implemernts 10 
Paddy Seeds 1.8 
Other Sceds 3 
Biacks ,i th aterial.,. 2 

Total 52 

A tot.l of 80 teams of oxen -?'re pro-urd . In regard to thiJs peocurement, the 
finaici,.l adv:isor reported the follo'ng in his A;'nual Report c. 1981/82: 

Purchase by 011V of the animals was begux 
Iate and resulted in poor quality animalp being, 
purchased at elevated pri ces. In discuss] on,-: 
wIJth UAID anthrc-ologi st, the Financial "7,'p.rt 
has been told tim,: most farmers in the h1:,.1t, 
Vallee fee] that OV paid too high a price for 
the animal!. The average price pcr animal was XP7 
110,000 (,l83) while the farmers have stated they 
felt the true value of the animals was more 
nca rly M 75,000 ( ;125)," 

*NOT'L: Thi,, bal.ante obtained as follows: 

1F 273 million ReI sed
 
MF(1 l'2) miIllIon ALt ributed to Repayments
 
MF( 49 ) nill-ion }:rtil.| er not received
 

11F 92 i,,.llion Total 
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For the 1981/82 season Operation Haute Vallee procured MF 233 million
 

($88,333) in fertilizer and MF 76 million ( 126,667) in equipment. Of the
 

fertilizer, MF 120 million (.t200,OOO) was procured from SCAER, MF 109 million
 

(5181,667) from CMDT and MF 4 million ($6,667) from SONAREM.
 

The procarement from SCAER was for 600 tons of fertilizer. Since SCAER had no
 

funds, the procurement contract could only be honored if the Operation paid
 

for the fertilizer before shipment. This procurement of MF 120 million
 

(,$200,000) was paid with AID credit funds in July 1981. SCAER, however, only
 

delivered 355 tons of the fertilizers ordered and paid for with AID credit
 
-
-fids. The am6utf NP 49niillion1$81,667) paid for - the-245 -tons --not. 

delivered is therefore due to the AID credit fund. The USAID should recover 

this amount. 

2. Operation Haute Vallee's Credit System
 

The Project Paper made the faulty assessment that the Operation had a sound
 

functitning credit program. In reality, the credit system that existed was 

the credit !system of SCAER. Under that system, Operation Haute Vallee only 

acted as ageat for SCAER in selling agricultural inputs to farmers and 
collec. ing Yne amcunts due on those sales. Any losses or non-repayments of 
loans were herne by SCAER. 

When SCAER went bankrupt in late 1980, the role of Operation Haute Vallee 
changed from that of agent to that of principal in furnishing credit for the 
a~rlcu~tural program in the Haute Valloe region. The Operation took over all 

SCAER materials on hand and the loans due to SCAER. At this time a physical 
inventory of materials on hand should have been made. In addition, the 

outstandirng loans due from farmers should have been verified. This was not 
doae with the resul. that the amount of inventory Operation Haute Vallee 
assumed from SCAER and shows in its financial statements would appear to be 

grossly overstated. The following example illustrates this point: 

MF (Wllions)
 

Inventory assumed by OHV from SCAER 
beginning 1980/82 season . . ..... 643 

Purchase of Agricultural materials
 

1981/82 seasons:
 

OHV . . . . . .. 168 

Credit Fund 

Inventory at the end 
of 1981/82 season . . . 

. . . 

. . . 

. 

. 

. 

. 

. 

. 

.. 273 441 
1,089 

432 

Sales 1981/82 season . . ....... 657 
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Sales of inputs for the 198,1/82 season reported by Operation Hlaute Vallee wore 
MF 3/42 million ( ;570,000). The above computation discloses a discrelancy of 
more than, MF 300 million (, 500,OOO) n sales. The condition of the 
Operation's records so bad that we are unable to ascertain the validity of its 
financial datai. Our test of Its ending inventory report, for the 1981.'82 
season, for e:ample, disclosed I-IF 5 million (4,8,333) just In matheiraitical 
errors.
 

lanut 1_.Va is...... Th.Operation, Ye .credl t systen decentraized._with .control._akt.. . 

lowest organizational level, that of ext,:'nsion agents. The extension agent is 
required to maintain the inventory records and the records on loans and 
collections made. 

We visJted severa extension agents and found that there is no consistency in 
the maintenance of the records. Records for loans to farmers wcre lacking. 
Amounts collecued by e:tens lon agents and remitted to the next supervisory 
level, the ZEI, could riot: be verified. Records were not: maint.;ned in a 
manner so that amounts in arrears by farm ers could be determined. 

Operation Haute Vo].lee's credit system is )resently inadequate to control and 
account for tlhe uh:e of AID credit fndz.; The financial advisor is e.-ndeavo-5ing 
to I lnt oduce a svstem of records; however , ITmIch still remains to be done io 
thi.! rVcspeC', .ven wi,t the introduction ,-f better records, ie questi.on 
whethLr the vil1 prjpc rLy. stated in report,Willtemwork As earlier t;,s 
there are no internal cont:rols iwhen l.he adminfstration of ti)- credit program 
is concpt: rat ed In oh. tInd j.,i da, Moreover , .,I th all the various 
re.-ronsbibtitie 's on e::tco.,Jion it conjec tural whether anyl placed te agents, is 

system, of rocm.c r;, however well-des!gned, will be pr-:perly waLitained.
 

Co,:cl 1usons, and feeow,;icn1at i. 

Opera t ion llate Val.ee I acks the accounting capability to account for AID 
fund.; properly. In regard to thos,, funds provided for operating purposes, the 
accounting responsibility 1;,s been ,assigned to the Cons 1tart 's financial. 
advi.Jor. Tn our view, efforts mwtt be imdertakc~i to recruit a counterpart for 
OpcI-otion llaute Vallee to wbh,,i these re.;ponsibill ties ecn ;;e r .eassigned.Pri.or 
to i s'uanc2 of this, report the HI].D .Jpformcd us that the Operation assigned a 
qua 'lied .lali.an account.ant to be t ained by the financi i1 advisor. The 
recon:,!rendat ion relnted to this fii,dino ,as consequently del ted. 

Reporting on the ue of op-rat ing, funds needs to be improved. Reporting on 
the use of All) fnds advanced to the Operation sh;uld be performed monthly; 
however, reporti:'g Is sevrra months In arrears. Advances of AID funds are 
thus being wad22 '.'hbout obta ining an accounting of prior advances. 

upero.Lion llaute Vallee failed to establi sh a revolving fund for repayments on 
loans .mde tu exl:ensl on agents for the purchas2 of mopeds. Repayments 
totalling Mi 45,159,296 ( 75,265) were Ihus improperly used - to pay Its 
opera ting cost. Int-rert earned n-i All) funds totalling MF 655,436 ($1,,a,26) 
should be recovered ,;id deposited 1o ti appropri ate U.S. Trast.',, account, 
and refunds of ,. 1,566,100 ($2,610) received on the return of tires procred 
with A ID funds werPe not reportod to USATI/Ma .i. 
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The accounting for AID credit funds is not adequate. The credit syr.veqn is 
decentralizc,d with admjinistration of the program being performed at the 
extcnnion aCnt evel. Few, if any agents, are able to administer the rogram 

properly. Records are I1complete aind not properly mair talf led over the 
Inventory of Inputs, loans and repayments made. The systen as such is not 
auditabIe. In Recommendation No. 4, we have recommended that efforts be 1ade 
to reassign the accounting for the credit program-i to a higher organiuational. 
level. This would also establish internal controls, which presently do not 
exisf: in the system. 

A detaled accounting for the MF 52 million ( ;86,667) withdrawn from the 
operating account for credit purposes should be obtained. All credit 
repayments plus any non-repayments that Operation Haute Vallee is unable to 
support should be recovered by AID and deposited to the AID credit account. 
AID funds In the amount of 11F 69 million, (81,667), which were used to pay 
for fertilizer that was not delivered, should be recovered and deposited to 

the AID crediL account. Al so the l-1F 32 million (053,333) in repayments 
aLtribuable to AID for the 1981/132 season and not dcosited to the AID credit 
account. should be recover.. A detailed1 accounting should be obtained for the 
M 92 million (!'l 50, 333) for which no -crounting data was availt.ble. Any 
non-payr ent5 O;;e t ion hJautc Vallee in unable -o support should be rcuov,_red 
from Opei-cAion thl':u3h refund ac tin, 

Aceor I , ,,i.y', t,ce:o1r.e nd t:hat: 

ltic'enda t io,1 i O. 9] 

USATIila] , should ,.ithho1d furthe r advances fo,-

op)CO'tl fiunds until rep(ting, on .Ie use of 
prior advances has boen brought up-to-date by 

Op ratilon Iaut ' ,a.lu ee. 

Recc,:o';,:'rdt on No. 1.0 

USAID/MalI should requemt Operation BIm e Vrllee 
to establish, a revolving fund for the rep,;.yments 
on iiopctd.Fs and reco :!r tht. TV 45,159,296 ('e75,263) 
tht was in,,pproprJately -,used by Opcration lhautu 

Vallee for its opori.ring tpei;ss. 

Recorm..;,,idat on No. 11 

USA,. /Ml.i should ruque;l: Operation Haute Vallee 

to return the 1F 855,436 (,1,/26) earned as 
interest and dieposi t thc funds to the account of 

the U.S. Troasury. 

1~ecor' :endnti on o, 1.2 

U)AI I/M lli -diould r-ecov.er 1IF 1., 566, ] (' 1,,,610)-1(1 ,refill,which; Opera ttIon }Hanto Val cc received, aq a ref~iad 

oil the reLturn of ti.res pmnc hafcd with All) fund ;s 
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RccommpndLt on No . [ 3 

USAID/M.li ,;hoidi viterminin the repamonts; on 
loan:; with AiD's MI 52 million (:8h,667) 
releasd tor thi IM ,0/ sp;i;on. 'lho:n fiin,s, 
should bo dopo io;i t o tli AI) cr,. it fund 
dICC4]iifl t• 

iR(Oi1M~ond it IOn A. I/# 

USAID/M. li sh ulId rccove r the MF 49 mil I ton 
(:18 1,667) in AI) funds used to purchase 
fort Ii i :,r ,ih was,; not dy'tivwred. 

,N No. 15 

UISAiP/.li sy ," u II ( I ) 'ocov - ;:h1 !" 32 11 fon 
(0.53,33 3) in r,:, . n t t hait rm inn iiunte 

t f :,, A[') 'rd I I -ii ; (2) u ,:ain a 

,t1 t : 'i fl:!- ir: , ,i I I ): I ',3, 33 3) 

for; An, (3) r, ,v, n t,';, ,.., tt thaL the 
• perat i[o is- ipb to do.,i ont.li ­
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PROBES WITIT Al-iFIANCD PROCUIREMENT 

The USAID assigned Oper: ton Haute Vallee host country cootractilng 
responsibill ty without asrersin' its capability to perforn them. The result is 
that the Operation has performed those responrsibiltles poorly The USA]I) has 
compounded th.0,; problem by taking a hands-off t:y3j approach In mnit:oring the 
OperatLion's Impleuiwtatfon of these responsi bili ties. 

Use. of Hlost Cmintry Cowtract 4 ng MoiI-e is Q.uestionable 

AID-f nanccd techni cal asistance has not been fully and effectively 
ut IIi Ad. Thin tesult, in our opinion, stems from the USAID decision to 
assign Operatlon hlute Vallee country contracting responsibility. 

AID Policy Detcrminatlon No. 68, Host Count,:y Contracting Mode, encourages 
that the host countries contract for AID-finaticed goods and.services necessary 
In the implemenLalA1n of bilateral projects. The objectives of -his policy 
arc to reduce AID staff participation In the contracting process and thereby 
Imp:ove host countries' contracting capal"lity. " 

Under the host country contracting mode, Operation Haute Vallee was assf.,,:od 
responmi bl Ity for recruit rg; the ';ervjcer -f the Coasultant. In ,ecruit ing 
the technical a ssstance ec, the Operation was supposrCd to obtain the 
serv. 'c ; of a creceIt ,;peclallst The Project Paper recogni zed the need for 
thi. sec Ila] ist because an effective prr'ati;,: credit prograi was ' arded as 
crit ical to succes of the project. Operation t!aute Val lee, hwever, did not 
include a credit advi Vol in thc teclhil cal a.; 'tance teall fielded by tile 
Contultant . Nor has the Opert: i:'-0.te that the project consultant provide 
an ex~rercd ropiacement for the Juh!ef of party vbu.im the Operation requested 
be rece.lied ! J .wnths ago. 

A recent AlI) evl ation noted t1,t the Consultant' s perform-anico has been 
di salpointing i ,1 provided very 11tli a';sistance to the Operation in general 
p1annlng and .ii;proverient.,, In o:.r vJew, this result evolves from the 
Cosul'|tant's advismr; being , cated 1 .1 ke cipiployees of Operation aute Vallee, 
thwi I..,-g., to tie OCxratto:,' lc al conLi: olsubject 

The Conmultaut's reports frequent"y t;ane It har; no voice in project decisions 
nor Ievera.e over detsion:; or actlo-i It deems to be nuwl"v or uninforred, 
It c-n on]y iVovfde af:ilance il those area; spec fical ly requested by 
Oper"-t ion Hllaute Val cc * Owe r,.ult is that the financial advisor har been 

;',de project oc-outant Amother retault is t hat the Opralon has giver. the 
Con ;u]tant d Irec t !ns hat are contrary to A1D regul Ltotin, and project 
objective,, ihe Operalion, for iar.has:ple 

-- Pequircd the Consltant',s rechn te to spend at least hal1 of his time 
repnIr n-, prs;ona], vehi Ies, I':icluding the car of the Operat:lon't; 
)irec-r and those of his fri enlds. 

Peas.11,ed t;e or project vehi cles, giving them to vaioIs OffI i alS 
of other C0M rrA'ItIe;, and 
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U,;et project com'.odit Je; for persona] use, an examp].e being Lhw three 
tract:ors; 1.Jt:vlid for .:ork at the Bancoumnani Polder whicil may be worn 
out from p iiva te use pri or to tbe start of wvork at the polder. 

Operation l~alt- Val lee ham been very s.ensit.i.e about any dl. roc t cormunica Lions 
between rthe Consultant and the TIS.oD.Consultat a mpted to developt ims 
(liveci COv tlain ithi USAI on a confl lc-t'1i ba5i s. One such ConmtltanL 
report . tat cd that I - W aWare of the probleif that exist:ed in the project 
and .hadI ..-ried to.LI 1 ..USA1I) informed , cf tiom :1-(,rder :n ---.t:o -j d -- overall­
ft4 fl"111 t h owe ye r ,t ha ts ti Ii com17k rni va t I ons wc r e not aCeM 0 1)1' no I (;( 
crw,iteact I oblgaLton and Lhat: reference t.o the acLion could compr',)'nijdng, 

thse~ inf,.qrueit all-lImldi rect comminicatio,,.; btween1 t.h Conultant and USAl D 
ha,]ve Ied Ito.1 lac 1" ot timel1,y J.informIat onC, hiCh,1 conif.necd wi t~h tile USATI)'s 
nl atfi g proliM, vie not all(,wed the U11All) to kcop the pro-jec t firmly en 
t rlaci-

All) pol icy re .re:t ha-t the ht oject Paper contai n as;se ssment Indicl.Iing 
'h'the,'. h, I;,-'t- country Iins.t itut..on doc. or does nro have the capability I.n 

1lipI1("1u-n t1? i.O(5 t, c(om tiuy Coi[d 1Ucti' 11" PiCt;' Our ew olof tile If.Itt Vall-'' 
':at ion 

a5 t-aq; r':"i tif I (1 0l ')s ni'it!JOI1l-ah. 
'ro ,.t Pat-er di ;ltreed Iit:tl i fo .. Lh.'. V.00 111Consti tut-C t :! *cequir, 

lit y. 

" p, I ) Iaid,.1 uC,1 not 
(0 ."IIP t rYV , i" it i C., . A...L , rtpor-t ."lows , I i- , nt " capahl .1ta:;)ge, 

(;,( ratlon been ref;l ti aadeqcat ,e us e thu 

I cm v". O.-rati lt,tte ,:, ,-vI.Ven assigned host count-y 

of tie' o .1,-(,;1 , 1 in1 thee; of 
Cou,- It. '. - :., The ifIc.t i , -oa ',. rn your ml stak,,n- '; i !, , u:.t ) r by 

tagi.,. . llironCh can bC I e, too far which ccr;,ha he ca eto . i t his 
pro j,,e t: 

'Thir0 . ct l -, ]I' ,. - 1, ,,: d. (.' ;1,,, '- I.c ir, e 


, cnti cot.? rat !: 
Undcr I.I1, lmo;t COI:oI "" COnt .Y--t.1 ,it,(r'od,', LiIi( perat ion Ilaiit- Va l.ee w.a 

r ; , If);!);oditi li rv for e',Aut i ii,, I wI II Va1- ,'n r I--I. 

"ih USA I' ', iio Of c r, e : 'r colit'rIIle-doqUthas 0c 

vont t, to':.; -i Iv' 
c I Iih,b'r of cont ,,., were dra ft (d and I,'l.t.tiate 1, Opera Li on 
,:'2;t( %' , irIcli ; I am ctr:,"--ri-t,ii f and,1 fo r act: xv t Ie o ano.,tan 
;it i III;;L I ti rti11 I i di 

1l1 e'(L.' rc Ila"e c Lfw$i 'L-r CtU I-I o t (,CC!Io 1-. i11 110L ly] (I 1 :1 o rnIc s 
Ta.:IV : r r ,TIet -Iatm ani p ov i J'or , lntit "]:;O0 A',l)A D rc l H12 p',:pmc-i-, of thc 

(ol i';: ' ,!I not ;id wl'''to l'(ijQct plan ,. A coo- n ciau ;e iiciudd in tin 
coit far! a,1';; "iI ft no wr it.- u 1lj(.,c lv .' 'a re, - Vcod w1 Lill 1(1)da yt; to 
Vi r 1 I ; ,I,, .1:; , tl(,n1;n the i,,l'o,;'II WI I(1 he COri lerCrC a l )p-ned, iany

"I,;.ct :. - iv:; itp'o(%,rfd" lian USAI) for v1i :el r o ns f-led to do: 

a vt hi ;-, T1,,0 refhAillt is; tin t c'lltalil act IvIt irs .(.f(-JfCCL tced 0-on1"nr' 1i 
il~r'.ei,'t l, in:;. One i e ad-i tii:,t inn hitI-m;',iv,idi ng; for viich !;19(1,000 

'd . ', 1ltiId ,, cmogf voi,)C( ie- iel,ahrt :le-11 Wom-ry .1-L.'d- lLM'il'eWit:,b'diptc Tilel~T i111, 11 r,11,,<'-a u:;Li'emcd I m :15 an rlcf:en. o-strory , 
\.[t i iifl ' 11 n" "'~t t''-~i, r.1l :;Ltrrcl s , ' ag!!ice,ia I toilt t, tWo-Story 
)!;fill,-, ocl( 1[ : I," , JII ;C I; ,s one of1,11' l d 1' -;110 

Ihe r. i-c;o Ini lllo . Anorhocr ex:nuepie ,r, road cc'IrwUL onl * Uder t Ie-ev 
Col1t raec 1, It" Cj.e. road IfC'ecXd and ha, been1t I cI a:, I han n 1) lnnmeod 1 
CC)e1nt t I c L,, 
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In our vlo', tho' USA]D shoul-d review,, all coitracts'. to ensure they are
 
consO. tent with project pnanit. In tl:hosc' i tintances where the USAW) 1acklS the
 
.egal knowcdclg to (1raft review, and1(/ar a pprove contract provision;, It
 

slhoui]d call upon h .legal anld contract Inf, re sources of tie IISO/WA located
 

Il- Ab.id jan, Ivory Coast. 

P'roci llreient Ch!i:Q' J Slot rBe, Do(llmo-'it cd 

C!:nnglgcl- to the aplprovd, procurem-Irit- plnns hould --be documented .. . . 
Al1 procurement imider the project was nssigned to Operat lon lalitl:e Va lic. 
Under :he O'e ratlIii; hli,(- cotnLt iw conl:rnet witli the Con sultant-, Louis Bae rge r 
luternat: iona] tho Consultant was assined i,;esponhi.bIl. ty for procurin11g and 
m;;i, I n, tile pr joe L' s spare parts. Opera tion Ilaute Vai]..oe subsequen, Ly 
t3ccloed, holwcever, 1:tIal it would facilitnte matlters by baving tle USAID p)Orfonfn 
the off.-hol'e proc-i;*i:e,ivt. A].1 offshore proC1tireiiiein tt VaIS consepuntly perfoi nd 
by the U1SAl . 

in rev ce i ng offfshlore procuiiremen I , ,e foind that the Al1)-fl nanicd cmodlillO.ti i as 
were , -ne procuired tn w ith AI.D' s compel: I bild ingr a ] I v ili cfor~nrince 1 ve 

requi i w howe''er, Lhat Ihe prcucl-tirmelt (tCi Led
q v 1-h!e not ed, i occas; iolnl11 y 0a 
from Owir ' rOnt~ at. pn1 ll'l lied in t.he Pr,,joect Pap'eir. 'fhv devi.arion ;, 
whicli .' 11o r'il'o.lLr:Ld , remleU d in !Ole lt ,s beIig c:xcess to t he 
1c(!d1 of pC1JO.o IC t.I i r 

'O 1,a1jc dviat, 1,,-n concorned 01 dole, i"lnl of aln Jill t[al slIppiy of spare par:s 
for :hw optp;:irnt and v,'hir:lI o: fi-:,inc " by All). '.lui delv.adtion by the USA:t.) 
's pr- ; i tod on :1w, rat 1 f cdl]n:I A n Lhei ;l1ar p2 rI 'l.lV eird by 

I Cee .I i~: oin'Wl; or usable t'ial. a ]large,u r;: oi the neced even alnd such 
r.pply ii.p, r,.', an ;,,Lqtal,e r)e ;,e fcl ily i th~t.r;dn,ed priuler L wb!cli ",'eLr
 

r
not na ;;ible Ilt whepr je.ct. I en:;, I here for(-, dec jed to rIeqi i re the 
oquJi ';:tn:. ;ippili rs]i':to lv , II loca I (10 1 r represcill'at Ve il l ,:,ko lh .) wou]( 
k- chirl 11 an ;eul-'i,' y of pa-rl:.; ti emcnt.Vith StO)l'Iilp 0,l:lu-ql. npare for -pttii 

The two l'il jor Iti e-ms f I naICe(d UT)d C!r Ii-' Irofiect were hcvy equipment from 

f'-i LO , I ;1 ,nd' \ el.r . fin:i; In:ernationa] In T , hnvew! rva 3 er.tl' r. jgeuncral] ti-.re 
leon a. 'oh i ,; es il. ll I'li Git-'-p I 'lar ;;n,:il, Tqi1I ; iqul ipicnt hias had g_,ood 
: pit.r pupo rt, lca dden I o r ik TitLcrtiparit from Ow -l 1 ;nm o . le on; .
 
la r\:,- I -,r ve,. i .], . Iliow.Voil , h vI had snor ii is ln-a C , andl(0 e
itVI ohIl, ems ha'.O 
l(icn poo(1, ipport cd l y thi: oc 1 deal er. 

1'ros 1,, , thie 111t:u'rlna II 1a rve : airef foilrten JOnln 1 ost or vchcIies not 
.:;'i I- in,", duo .O 1;icb: (if filnid ; 1o o1b)tai In p p',r Irt. As a result , t hite 

rent-i1 hi(M cosft of tlhal(T iallll I o ithils boon iI,'.! c c.; at it to the pro jeci 1nor" iF 
2. ,5 mil on (O4 ,1( ) l.rmonth. (Il Fclisaury 198,2, tho ConstiltalI's velT d'10 
rntill hl o.:ccdd !' /, mi aion). At tIhe Lime of our revieow the USAl) was 
seol:i n'- btl ,;; on pi ,tilr(llollt for an f; ve--',',i" suil).y of spare parl:.S, i s our 

opii.,i(,r l heL :j,riio 1r1volved fii tlis deviat ion could(i have ben obvi ated 
had th, UiW.1I) c; rcftilly revlt ( d thie f:pta:u, L.1 Oil and be.Ien requ.ired o doc ilmelnt: 
in dotl;.: ii It.; ra,o]:; for dopirlng frol Lhe procurei,-'iit plan. 
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Conc]usi ons and Recom-ileadations 

In giv ug Opera i on Haure va.le host cotry contracting responsi bil ities 
the AlD-financed technical assi stance has not be used effectively. RefI cc tive 
of this is the Consultant's lack of voice in project act.ois it deems 
uninformed or un.ise. This ineffectiveness of the Consultant in project 

managn :nt, comb.1ned with the lack of USA71D project management, has resulted 
in a meande ring of the project. While agreeing in principle with the concept 
of the Tl ,t" country cont~racing mode, w.e question its use whn1 the host 
count ry insti tut ion c] early lacks the capability to administer the 
respon;1Nibil:[t e.s;. Therefore, in our vie., , when projects are designed in Mall, 
the use of the host contracting mode must be justified based on a thorough 
assss :ment of the Lost country's institut.i onal caphi lities. 

OperaLion Haute Val]ee has written and negotiaLed contracts with various 
govvrnmcnt agencies and local firms. These cont: racts have often not been 
reviewod by the USAID, though they involve substantial commitments of AID 
funds. In some caces the purposes of these contracts have varied with project 
objectves. All contracts, in our vie,, should be reviewed 5y the USAID, 
uIng t he re:osirce:; of the l:EDSO/WA wheq necessary. 

1he PiSAIl) delet. in of the offshore proturement of spare parts for the 
AID--finnnred equipment and vehicles was not based on a full assessment. When 
chang.,, are Dade in procurement planis, the USATD must ensure LhaL thalse 

.hiange are fu] ]y justif.ied and su;pmi-ed. 

Acc rd Iigly., we have re co,'.ended that : 

!,N: n ]c6nn:ndatinn No. 

USAI D/Mali shoul d establish administrative 
pro'cdures t o ensure t hat all h o,; t country 
c an I rae t s f ilnanned by All) are reviewed prior to 
rece n
ig approval.
 

Recremenda tinnr No. F/ 

USA LD/Mali shoI hisablishadmin i.stra t ive 
procedures to ensure thatL a] ] sign ficant 
mod 1Ifcations of project plans are fully 
juttLfied and dlocmnllted. 
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AlD)PROJECT Vo.NACFN'rT IAS IEEN POOR 

USAID/Mal i's ;':zaageptrnet of the project: has been deficient and .neffective. 
This liack of effect:ivc USATI) directlon and guidance :fn part explains the 
naimilelIm- manner in w.,hich tile project haos been implemented, 

Project anagoment has been described aj the process whereby AlD overseas and 
r.oitors.. aII aspects of Ian All)-financed actilvi!) from its c.olc ptuail._I:.at loll 
throu/l;li its desig,,n, alpproval, funding, i pleentation and evaluation. Projec t 
managrent is a cortItuun encompass ng the r"o es and i nterac tions of AID 
msr is tonICe "oc.[)plets ald in termediares Such as.; contractors and grantees. 
Vary llg wi t:h the scope and complexity of a mnilgel.rily accepted oversight 
meiothod; and lnechanislins. Th.ese .inLude aI1 'oval of prescribed activitles 'If 
ile assi ".tllice ici pi!ent, .1iason with the ,nterinediaries, progress reporting,
 

problei Ident!fic lJon, site vis:i ts and npprova] of disbursements.
 

In rev]ewiing the AID manageeunL of thIs project, we found that virtually nouc, 
of these responsi bi l ies were performed effecti v el y. One example Is the 
changtthvi: were Imade in the project design which were neither ju-Itified nor 
documented, ni flo l]]oving ecmI7ieits frovi tie Evaluation Report are instru2tive: 

i tiit,-eIiave becu 1 nuniber of dcvi ,:i,ons in projecl: 
° e. airl il ny 

conl!,;! cruct: foil credit. In additioll, there hll: 
becwl de nlyod act I on or .1 c t J o I In 0"; zC.;,Ise 
control , f n c-U ono," Ili I e'acy 'Ind Bancoumnan, 
r:.hiab] I [ta tj on. in, on o1 Trhes;e cases dcfrs it. 
apen r thot the h:i lid of analy,;is1 dI sc iis ;.d 
prec''ded Owhe dectsis on to modi, fy orj.g lnal pro.,.!ct 
pansI, Il of1c caieS, il apears thtil dccisions 
were uniilaltal.. Ilr nny case, thiey warc nrot 
procle ri y documliated. 

pl iln s, r. tr;ct ion, roads bui ].d 1 

As a result there has been Considetrab e 
inoi fncat ion of tle origifnal project, apparently 
ih t tllL .he collcurlrelce of the rspospnsi1ble 

par lMin(,lni_ r and USAID )irector. It 
best., ! hi s c im ag'! ,lit: c.actticc!,,;reflc, ;sloppy 
at wor ., t : hao; cauised d e1 l s In rj2t 
I np] ev,(lnta ti oil and rI shed :Ich offhe evei:ne II 
projeel: obhccl lveIs. Possibly It would have bcel 
a vo du d W.Lh pro per mann pnien upLrs; o110 
particularly on tlhe part of IJSAID." 

Another exomple 'n; lite Lack of evn]untIons. Evalua tlon ;is a l:ey element of 
the Al I) ruligolra.-it procetss. AS wcli the eval tii .ons CMi n.emnenl: to, embi e 

lieti;le 1 moeI: its ris whretihera]ppi I ;e whet ACtIVi Ia nLIg objec ti ': and changes 
p1111isare neces!ry. Thougl reg/ular eva h IIons are requl red and -I key?l; the ~ 

eiwil: p'rocer" ;e found tha: only oile cv. Ilat ion was 
recenti y performed and tint evablualton wa,, of quelst.lonab]e value. 

(, e (""- lriiifeli~ll 1 11c, 
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The followi.n:, comments from the Consulltant's annual report descr:Ibes the 
situation best: 

USAID's inability to set policy ard make 
dec1 nsis was the dominant constiaInt of the past 
32 months. The main rea son why decisions were 
blocked was USAID's genoral lack of knowledge of 
the project. Since they did not have an official 

orJect- manager for a.imost~ two yea, x 
no famni.l.init y with the project; therefore, every 
Jssue, no matte2r how minute , needed to be 
studied. 

When forced to make a quick policy decision, as 
wIl tl tile credit program, inappropriate policy was 
the result. 

The eval im!tion was an examp.e of the USAID 
approach to date. There were a Large ntimb-,r of 
experts who had little to no contact with the OI1 
)irection and the tecl,nica 1 ass.-tance team who, 

,one the les , ;wrote report:s on thicir lrmpress.ions 
Concerning, their respect-ive filds. Though the 
f na *,, (Ira f t ova uat i o1n u.;,; cI urate ol sot1I. 
pola-: and quilte evcn-h;,,.ed, Its crcd bili ty was 
put into que. lon d,:, to the poor mcthodolt.gy of 

on a•the ovabint.i1:1 team tii.Dn. l'rs 

As ;a repst t, thois the rva iat-ion has some key 
"etoueiuiti I 105 need i11mc, a ttentLthat im It at e ion0 
tlie flaws :in i trs app'oach (and general U-AI) 
olierntiona] delays) have caused the docuinent to 
be nbandonned. " 

FA!lP:.hi '1) -mnagement. of t! r; project can onl. y be chnmrc tor 1ed as 
unil ;fa r . Am/h mtoa mnus;t ""hare omne of t:he respons; .I 1nPity. 
F- b:IIIry 19 "'0, I:hf project officer initfal]]y ;:,,JF ,pned to :lie project: was 
t.rt fer-lr.!. Not int: ii. Novenber 1981 was Al D/,a inig t:on atble, to r-ccrutL and 
as;s I pn! a nw pro eet officer. uri ng th Is a ,.' of 21 months, other 
USAI),biNal t, er,;onnel h di10 cover tile project i and the i.r own re s po V.I. ities. 
A,;t lti s report Ind ira! is, this orrangement was un.atl-I sfactory and resi] ted in 
a 1aek of nreeded USAI) dirre tion and giuidance. 

In November 1981 , the poo, project: officer asSumed re;ponsIl..l. ty for the 
project. In hay 1982, this IsSATI) officer was elevated to the posi lionof 
Atil;ktant Agrlru]ltural P,veloplent ,offier for Crops. Thi s officer will now 
h1:ave tiledus inCr'ldiilnf that of project officer for Operation IluLe 
VAI ce. In vi w of thio maty issuos anmd probleimi" confronting tlis,; project, we 
believe that the attention of a full]-t111m project officer I s reqoi.rcd. 

TI 1.1s i, r ot: Ilie, onily projr'i t In Ia1j hat ias not been properly s:ta frfed Illd 
m;tia:lged. T imI V 1 ir; toIcIhed upon In oIr and1)HIs of tle Action B)e 
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Project (Audit Report No. 0-688-81-139) -.id Mali Livestock II Project (Audit 
Report Nio. 0-688-80--67). It scoms clear to us that the poor performance of 
these, and perhaps other projcets, ill MalI .s in part due to this lack of 
adequate staffing. The reccnt EvaIuatio.n Report, despite some of its 
weakne;sses, 1as some very relevant pilnts to say on this subject. Below is a 
partial exerpt from the Evaluation Report. 

.'In .Mn].I, and apprently _e!.sewhere .in the Sahel , .....................................
 
All) has beea trying to do more with less for a 
number of years, and the results are coming home 
to roost. Thero is now a mad scramble to 
initiate financial training programs as a means 
of imeliorating, one of the most glaring and 
consisetent problems raI sod in project 
evaluations and other assessmnencs. There is a 
real danger that senior AID management will 
concl,,de t.ai: so,.e financial management ( rai ning 
for oelccted host country nationals and more 
Project: Implementation courses in the field will 
!targely solve thle problems ralssd. Wh.1e both 
of thesu tralninlg courses are badly needed, it: 
J; high tite that: A)! , Admini ,;trgtors, 
Ambass; Idors, Directors of Budget and Congress 
stop I iddl ag thf.iselves that ef fi clouent and 
effective All) proy,'ain.i can be run .iout 
poop] c--quli!lcd pr!ople." 

In our vew, All) must addre , 1l,_ :,*.affing problem. This and other projects
In ] Ca],i' d,2noincstrial.u I'nd result:s b'eing without.y what: of r.e achieved 
adequat e and proper projeec t umnagmqnt . wer prujuc fs may be the ans,.er, 

Cronr!v: i on an'! R;(rom:medp ti on 

AID been remis. i its :aff1g the project WI th a full-time project 
of flfcr. The abs nce of a USAA) pr'oject: offilcer for aI perfod of 21 months, 
greatly cont rlbu tcd to thc dri ft of t ,Is large, complex project. Moreover, 
v,itl t.he new project officer li'v ng other responsfbli ti.c as wel]l, we question 
wh tlher th'.s projc t- 1:i11 get: tie attntie n Jt requires. In our view, ti 
pro,-c t urlgtIly n.eeds, a fu.1l-4 ;me pr )'j:ct: offi cer who is ab.e to address the 
many : us.-i; ;lld pr c'in.q Colfrl]on I,(,I it. 

Rcco,:imnd,o i on No. 18 

USAII)/Nal I shotlmd ensure that adequate project 
mllagll uent Is provided for the (,peration Haute 
Vallee project before any add ti onal funds are 
oh]ligated. 
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EIhIIT I 

OlU11"PIATfN, HA';'i: VALLI.t:'; 
..f:"A!.- r, C 1 :P I 

.97YTO" I /, l 
(]i in: oiof :'-1 !;1 "i;I I(Ic 

]971 ]9718 1979/80 3980/81 

P'" int ; 40.1 ,5.3 74.6 5.4 
Cot tcl 47.6 64.6 1]] .5 107.0 
'hnceo 90.2 78. 8 38. 7 W 
Other 27.7 43.2 39.3 126,7 

'local] Ruv nue 2.)ll..0.6231]. 9 26r4.1 2 M3 , 7 

iElm 

.cr ',,1,9 .9 312.8 349.1 200.6 
P.,, I 11.7 39.6 65.1 75.2 
ConeI H 11 29,.8 46.3 S). 3 67.3 
Trakror! 
Illit(. 

hy D/ im 0.0 
3::-l','2.8 

22.5 
17.2 

52.6 
30.3 

28.0 
8,0 

Tn p,; 7.1j 3./i 7.5 1.1 

Ot he 19,. f .7 43. 0 37.7 

Tn] Expe nsesf 221.7 25M" 397.9 418.0 

Opera ting lPruofKii/ (l,ns) (]¢.! (Ism.g' (11wt .<') (179.3) 
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EXIIBIT (.
 

LIST OF REPORT RECOMMENI)ATIONS
 

US;AID/Mali should redesign the Operation Rliute Val lee Project 
before any additional obligations are made, maling It less 
complex by focusing on only a few activfties dir-ctly related 
to food production. 

Recoim;endation N.o. 2 

USAID/I.ali should assess and demonstrate that Op.ratIlon ilaute 
\allee 'has the financial capacity to finance the project. 

lRecovmndat ion No.3 

USAII)/NaIl should assess and demonst:rnte how Opera! ion Haute 
Vallvre's , edit nceds can be fulfilled without jeopardizing the 
avaI 1a I 'J,,of suf ficient credit fuids for the animal traction 
prog r:m, 

USAID/Mali should assess an, detervitne how the extension system 
can Ib mnade effective! to justify the investmemt of additi ona] 
AID project funds Tn tids regard, it should consider divest-­
i u Lie ext:enl on agents of the accountIng responw;J iMities for 
the cred:Jt syst:em. 

Pwcwfl!A'O!acior.t No. 5 

USAlDI,)aI/i, prior to reweainJng an / All) funds for the credit 
prolgi'ram, nhould (a) address the p-obem of poor Joan repa yment-s 
by wo.I:ing with Operation HlauLe Va',.u io ,,stabli sh village 
councIlts of assocl ations; (b) establish in Jntereist rate 
coni,d enL with other Maliai organizatJonsIISuch as the 
Nat-Ionai. ricultiral l)evel]op-ent Bank; (c) onsure that 
Operati on lute Va 1lee :is cpable of funding nubi;l es from 
sourc(!s otther than All) funds; and , (d) ensur that down-payments 
le lim;ir.( aF reqnired. 

ll,conrnr d t ion o. 6 

,ould suspend for consl:ruetUion cia, s 
mod fited "" roads oS, appropriate ion i provided 
USAIPI/Malt r;11 fundin g tihe of 

tis justI.fica 
by Operatolun llat' Vallee. 

11 

1. 

11 

1 

23
 

23 
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l(ecommenda t-on No. 7 

USAII)/Mall should ensure th.:t matnt:enance iflnds will. be 
provided before releasing any further AID funds for 
construction. 

flecomiendatiton No. 8 

USAI D/Mali should assess that Operati on laute Vallee has the 
management capability before re].easing AID fund., for the 
Bancoumnna Polder. 

Recomuendation No. 9 

USATl)/Mali should withhold further advances for operating funds 
until reporting, on the use of prior advances has been brouglfl 
up-to-date by Operation Paute Vallee. 

RccommendaItlon No. 10 

USATD/'!Ia1i should request Operation Ilaute Valix-. to establ.sh a 
revc, vi ng fund for [her repayments on mopeds and recover the 

'I 4,159,296 ( '75,265) that was inappropriately used by 
Opcr:.i on 1aute V'al lee for its operat ,.g expen-er; , 

)iP lcoI ,III c f on No. ] 

US!?D/,ali should request Opera tilon Haute Vnilee to return the 
lVV 55,436 (:,,1,426) earned at; inter(.c t and deposit: thL funds to 
the acc eon t of H12 U.S. Treasury. 

oi .o, 1? 

USAID/,M I 1 hould recover ],IF , 566,10,. (4 2,6],0) .ohich Operation 
linute Vallee rece ived as a 1:r:'und cn tL, return of tlreza 
purch-sed wi th AI) funds. 

R~eccimt'enrlntn No. 13 

USAIDlInI.i, should recover tl. 111 52 million (1;86,667) in credit 
fulnd i relea ed from the oper ling account for the 1980/81 crop 
saion. These funis should !?L deposited to the All) credit fund 
accoulit. 

Pecommenrlat'ion No. 14 

USAI D/nl 1 should t F on inrecover IFe 49 in:.]] (81,667) AID 
funds used to purchase fert.ilizer which was not delivered. 
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Recommendatlon No. 15 

USAID/Mali should (1) recover the MF 32 million (t53,333),in 
repayments that Operation Haute Vallee owes to the AID credit 
fund; (2) obtain a detailed accounting for MF 92 million 
(.1153,333) that Operation Haute Vallee has not accounted for; 
.­ o irotshat the O"rati'o is unable 
to document. 33 

Recommendation No. 16 

USAID/Mali should establish administrative procedures to ensure 
that all host country contracts financed by AID are reviewed 
prior to receiving approval. 37 

Recommendatlon No. 17 

USATD/Hali should establish administrative procedures to ensure 
that all sigiinfice-ot modifications of project plans are fully 
justified and doc,.i'ented. 37 

Recommendv~o,tm N. !S 

USAIP/Mal should ensure t: adequate project management is 
provided for the Operat.ion 1laute Vallee project before aoy 
addl tional funds are obligated. l10 
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