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EXECUTIVE SUMMARY
 

Introduction
 

Agriculture is Mali's most important economic sector and th,- one with the 
greatest potential for growth. Achieving self-sufficiency in food grain4 is 
an important factor in Mali's development strategy. To assist the country in 
this task, AID and the Government of Mali (GOM) entered into a project 

...... September 29, 1978, to increase- food .agreement.,on .. p.roduction-._.in.--the_ Haute 
Vallee region. AID-financed activities to be carried out under the project 
include animal traction, training and research, agricultural. credit, road 
construction, Irrigated rice production, functional literacy and health. Life 
of project funding of 18.4 million was approved by AID to be provided 
incrementally over a five year period. Responsibility for implementing the 
project was assigned to Operation Haute Vallee, a semi-autonomous agency in 

the 	Ministry of Agriculture responsible for coordinating and promoting the
 
integrated development of the Haute Vallea region.
 

Purpose and Scope
 

This review was undertahen in response to a request received from the 
Director, USAID/,Iali. The purpose of the review was to assess the resul:.s of 
the project's activities, to determine whether the project was cffectively and 
efficiently managed and to ascertain woether AID funds were expended properly 
and in compliance with AID's policies and procedures. The examination 
included a review of Operation Haice Vallee's and USAID/Mali's records as well 
as dlsc,,ssions with appropriate host country and USAID officials. Site visits 
were made to selected locations in the Haute Vallee region. 

The 	Project Needs to be Redesigned
 

The AID-financed activities in this project have not achieved any significant 
results nor do they appear likely of doing so. Tile project, moreover, is 

presently drifting without any defined focus of where it is headed. In our 
view, this stems from the project being too large and complex with an 
unrealistic assumption of what could be accomplished withiq the existing 
instliutional and financial constraints; and a number of intxcusably faulty 
assessments in the Project Paper on which some key project activities were 
developed. AID, therefore, needs to redesign the project, making it simpler 
and more manageablc by focusing on those aspects related to food crop 
production (page 3). However, even before AID can redesign the project, it 
needs to assess whether there are practical solutions to the following issues: 

--	 Operation Haute Vallee lacks the financial resources to absorb the 
recurring costs of the proje.t. In the past four years the trend of 

the Operation's operating results has been larger and larger 
deficits. Not even AID's increasing contributions for operating 
support- Is adequate to offset these balloning deficits. Unless the 
Operation is able to generate more revenues, and this appears highly 
u-likely, it will be unable to continue the project when AID support 

is phased-down and/or witlhdrawn (page 6). 



--	 Operation Haute Vallee has depended on another COM agency to provide 
credit to farmers for the procurement of fertilizers and pesticides 
needed for cash crop (tabacco, cotton and peanuts) production from 
which the Operation's marketing revenues are generated. With the 
bankruptcy of this agency, the Operation has become dependent on using 
AID credit funds for cash crop farmers. A basic confLict has arisen 
from the fact that the AID credit funds have been primarily targeted 
for work animals and farm equipment. These inputs are needed to 
increase food grain (millet, sorghum, corn and rice) production frcvi 

. which the..Operation derives -little if. any marketing revenues... Because.. 
of the Operation's dire need to obtain credit funds for cash crop 
farmers, the project's focus on food production has been lost (page 7).
 

--	 Operation 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 roles, the agents must also administer 
the credit program. The result is that this program is neither 
properly handled nor has sufficient internal controls, thus making it
 
highly vulnerable to fraudulent practices (page 8).
 

Project Rcsultc: Have Been Meager 

Through March 31, 1982, All) had obligated approximately ]].9 million of which 
$8.8 mil'.ion had been disbursed. Des!ite the significant expenditures, there 
is little to show after almost four years of AID support just what this 
proj2ct has contributed in the way of .evelopment. The status of the various
 
actJvlities is Indicative that this project is in serious troubLe:
 

--	 Almost nothing has been done to increase and improve the use of animal 
tc'action. Providing credit funds to farmers which wouled enable them 
to purchase work animals has not moved beyond the pilot stage, 
presently involving 20 farmers. Until such time that the problems of 
the credit fund are resolved, this activcity will remain mired in the 
pilot stage (page 12). 

--	 A viable revolving AID credit fund has not been established. The fund 
is experiencing a number of serious probleus which stem from faulty 
as :essments in the Project Paper. The Project Paper, for example, had 
stated that. functioning village councils would assume collective
 
responsibility for loan repayment, thereby ensuring a high repayment 
rate. These councils, contrary to what the Project Paper states, are
 
not functioning, thus resulting in an appallingly low repayment rate 
of 38 percent:. Though provision was made for a 12 percent interest 
rate, no interest was charged to the farmers. Subsidies which were 
provided to farmers on the credit sales of agricultural inputs were 
borne by the credit fund, Lhough Operation Haute Vallee should have 
reimbursed the credit fund for the subsidies (page 15). 

--	 There have been numerous changes in the road construction program 
which has adversely affected th';! number of kilometers to be improved. 



Only 150 of the planned 398 kilo.neters 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). 

--	 Constructio,, of the Bancoumana Polder has not started due to design 
problems. E'Cause the Polder has had a history of failures by other 
donors, and since the Operation has not demonstrated the needed the 
... .managementcapability, ..we dbnot bieve tis-activity sould 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 p'lan to initiate it 

at the present: time (page 22).
 

Accounting for AID Funds is Inadequate
 

Of the approximatrly tl.5 million AID provided in local currencies to defray 
the local operating costs associated wit the project, we founJ that the 
equivalent of t79,301 should be recovered by AID (page 24). 

Accounting for the AID credit fun6s was almost non-existent. These funds were
 
initially used to procure inputs such as farm implements and frrtilizers which
 
werp then distributed to :vne farrers in tha form of in-kind credit loans. The
 
repAyment of the in-kind loais were to revert to the AID credit 
fund with the
 
cycle repeating itself. Inventol.y records controlling the farm inputs
 
purchased with AID funds v¢ere 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 crf.dit, AID should recover ;.he equivalent of 
$221,667. AID should also obtain a deailed accounting for the local currency 
equival).nt of t!53,333 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 3/). 

Operation lHaute 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 ATD 
funds. In some caser, the purposes of these contracts have varied v;lth project 
objectives (page 35). 

li
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ATID 	 Proloct .n!Mnaternint Hin Ben Poor 

The USAID' s mnia:opprit of the project has been deficient and ineffective. 
Th is O F "f -vois; In USAIl) direction and guil;nce in ,,rt explains the 
ai1l:!,'; : i. in wli-hic hte project has been itplemened. This result arises 

,in l ,, ;i !t: fron All) no)t t;aff i theD project with a project officer for a 
p <l of ::.r::, 21 months. 'T is st'tff ing probler. has still not been fully 
aiddr sse. (pige 38). 

S, wA!, I rvolin t Co m n' 

IVA! DOWI general ly i: red with the findings and recommendatfons of this 
report. The USAJI) stated that as a result of the report It pl.ans to redesign 
the proj,' L. T he scope of the project is to be reduced with the focus on food 
prouc t ion. 

The 	 USAI) iode the following speci tc corments about the report: 

--	 Vhi le n+ro Iv that the pe+ or nre of the extension agent has been 

pinoc, it. '' .IsII th p1 on field igents isOwn t ,v, burden cd the as 
< 'e " ,s r::>rt T:ite: I'S:l ti) !,el ; 'he t on .ijentsTh, extreni. 
effi io ny p in 0 i ::irp ov ,d ('$ C, , ai I M! t Q I r res:pons ib iii t es, 
traininV , p rv Id i', rI o! I I th11L t l e e c7r;i )uppo and;0 rt 

lnst-llfns I :-,,c h}i i,-i to mon1)i tor their p rt rr.nce. 

U'L' n;tatod of. 
ai l I :- t- s t a.; :n-. l ; t(.,i , cr0'i[t t o pi" 'hises oxen 

--	 " S.AID 11i it the prohh:i out in expansion of 
i s 

and '1nt :'it i iii, y ; iE'il:ltr a:r, "sisp t :, a sor e of 
':i . ii.0r; visi> fora ropri.L,o p;':it h . ti n o oins the 

U:'W1pt [50 " I> 	 r , 'ir:nt c ' ,I i [:::11 -- . 1 "I ., 72w [huis, a p2o Cam to 
do:;I '.I, t ld ::, lotrn"o I 127. ','lf? ' it ait a e,;olir)1f pric,. isl 21(! 


needed, t: it ; ,''*-yOni Lhe s ,p,, of thi pro ject
 

-- MATH stat." t 'd, It c',"ir in writin:;. to (porat:,on Hlaiitu Vallee 
that credit tor forti I r-:r '; 'ivn on a one-tiume b-ists to help It 
throtigh a c"is i ,uM !;' Lh 1981 s ason. 

The Oper.arion P ... ii l'.,Pr, j: has so far been ;a faire and is likely to 
're.in i '-o ,; 1o (. .. . Th.[1, pro ject 's 1 oplt o;.:,,tm iO prcblfnn are di . to a 
nu'b.or Of (Il(,:.: , '.; ' l ',' ,'-:;,I:;, 1101on which key :iot[vi tis wore 

d-siyni. AID'; lifla , to" po vide adeqaiite i fdalle and I 'i-tton hav'.,e 
('onrirlhuLt t w t I ; ii1I 0:; of t his pro ject. 

A I) no l:; to r,,! r;,; ri 1,I Iir c() 1 I 2. p r J c, t - ,I ch I , %,I r I,,l, (ded w th 
a;mbP ItI ,on. In .l1 1 1 '-iSi ng thi:; rq s;ii, :a nin ; ro '0 !f:;s: os ai! prob em.;- needto !) .],M I, S:. t shi ,, id , t:t ro p r ooen a iis sII1;'rn n ldat I onls1.8 

lis ,:d in E:.:iibit C to this report. 
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BACKCROUINO
 

MalI, located In the Sahlan region of 'lest Africa, is one of the ]east
developed cot:; t ; i tn: , urnid. Its per capita gross; national pro hct of 
,l10 (1977 d,1 1 :r:) i, thei lowest in Africa. AID esticates rural per capita 

inco:'r' 1n r,' n and k i A :;1 oop'where bet-ween 150 to 1 75. Agriculture and 
['.,.tre .1.11 e(oc,,:cIc sector and the one wit h]ivc. ;tcr ,, 15 s Inost ic:cmort.2lnt 

the gro:, e , g ro thc. 'ip sector ('ontribute: ;a out E.'6 percent of,t ,-,c'ir i .r .. 
Cre ,-"7,','>.,, ,:'p, over percent of the active labor force andt 'cduct, o',.:: 90 

i ; the ofi il, 0" pe'rcent -ntso rc - (f tie cou ry's e:.:port (_:crnil-2.5o 

S(i f'-:;iffic i,,'v'~ in food 'rains in a" important factor in Mali's development 
str,'.t ,v. 'T'h' 'fo,rc', , S.t., er 29, 1978, All) and the (Covernment of the 
1>1u1b1 c of i i<) into project grantN.1 .;',,ci a agreeriont to increase food 
proLuct ion in1 tiW, Onto \ l'luie region. The re'ion, ",,hich covers about 13,800
'mci."cC I ii': ..t 1,c ,;: )oth . d .:;of the N{gur "i,,er betwcen B;c::zako and 
tic' (,in' .ruc'r (.cn i : p) . About 35 percent of the re pionis soils are 
si,ital :for 'lice polcation total; about 211, )00, with 9/1ref rfcltur,.. 
p C',,rri' a'uonc'c I[;te. Cere- Is (pa'ddy, !!iIIlet , sorghlc and rca ize) 

Wr ahl 75
nac : Ic' , ,ct, of Lti>: cultiv:v ed hectarge and c:sh crops 
(:ail. cn1tt , ob.cco and pennuit.n) for: a oct 22 plrcent of cultivated 

AD)c approved f N:',ing of 8./4 i]HloP is t, e providrd to tie project 
Ic-c.rmn-,lv over it fiv,-year lifc. The activities to Le carried out under 
thpic roject are n fol]ow, 

A, :Oal cr,-ti (ci, 'Irain'ng and Resercrch
 
r "1'o( ,
I'Jli" '' e tcblt tLcaction nd traini ng 

research centers ro demonrstrate more rational 
use' of w iserv:;l'o . . 

Agricu] tural Credit. 
PI ')pose: To m.et n ,'r,nd by farmers In the 
proj'ct area by se'-,ing p a $] .3 million credit 
f'cd to ev ih ft,rmers to buy oxen and fari 
I1 t ,;.tcip] o'1201 

R-Poacd Const cc''ri 
Purtpose : '1) t ro'.i dc ;ccc'ss to rr.' s .In }acncko 
and c'ir. :icp.,r'c'-, for he surilus prod-ucti on 
reultin ft,:::, Ltis projoct. A total of 398 
hi]om;etrs rf roads: tracks; wil] beWcx t.ting and 

I vcpc roved.
 

]rr:7,to }Pico Prodil,'t !oil. 

i'lr o;;'' : '1,, raica 1 i :ea c (60 h ' arc po' der 
in , .c tu::::n: v, c %-Iicc..' i p'rci t ( , ,pl ctp water 
((oiLt r ] a yr f.1 oaLfi tpaddyrnd ci;ci:'' from ,it ; 
\,ariel tin,, to, irrigq i,.,ddy ice viri'tich.'0' tci 

-1I
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Function l IWterncy.
 
Purpose: Io establish functional Ilphafieti;: ion
 
cent:ers, wihL the number of such centers reach ing
 
100 by the end of the proj(ct.
 

lie; 1t:h.
 
Purpose: IV make an aosessmIpneL of hen th
 
cond:i t ion and to desi gn a 1i':'
ited heal th 
ilturvnt ion. A tota-1 of 500,00u is to be 
provictd for t:his health eompoaent 

GO'. re!;ponsil ilit: v for iml)1ementing heh projrc t was assignod to Operation 
lHaut:, Vallee, 'ihe Operation i s a ,unI-rutonom,:os agency (f the CO.. under the 
Mini ;try of AQ:riculturtu wich is re;;nsihie For crordinating and promoting 
th,e nteg'it[J ,vilope t of the !aute Va]lee region. 

This ip,:'e,'~' ':,: undertaken in response to a request received From the 
lDirector, USAID/MAn i, 

''])i' p. '',e of t0i R review was to assess the rcsul t. of th2 project'.; 
art ,iivIWs, to ,o.:r:: ie ,Upther tne project wa.; effcrtivey and eff 'iently 
lnrm;H ; n, tr arsertr i n , .ther AIl) funds were experdc , properly and -n 
eo';lioAnv . AN' prwi'cv and :roc(dure:-;. .:,xa included>iJ'5 The ina:oie 
revif , of ();ation Hin2tT., le('n and USAID/Ma1I ';4 reco~(s as .el]. as 
dkrinnqln.,, with ayp'oplitn, han cou'° rv and U-ATI) fieL. s. Site v.sits 
wtre made to rl oeted locations In th, ILue VWIllee region, 

- 2 
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FINDINGS, CONCLUSIONS AND RECOMMENDATIONS 

THF. 	 PROJECT NEEDS TO BE REDESIGNED 

The viability of the 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: 

I. 	 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
 
ambition. 

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 tbe marketing of cash crops, and this
 
appears qcstionable, it will. be unable to continue the 
activities when AID's financial support is withdraw'n. 

3. 	 Operation Haute Vallee bad depended on another GOM agency to 
provide credit for the procurement of fertilizers and pesticides 
needed for cash crop production from which its revenues i;re 
generated. With the demise of this agency, the Operation has 
become dependent on using AID credit funds to procure these
 
inputs for cash crop production which is so vital to its
 
financial existence. A conflict of interests arises from the
 
.act that the AID credit funds have been primarily targeted for 
wnk animals and farm equipment and are critical to the success 
of those activities. 

4. 	 Op, ration 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 prograr- is neither properly handled nor has sufficient 
internal controls. 

Project Design I.n. Too Complex An? Ambitious 

The Operation Haute 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



Mall is one of the least developed countries in the world. It lacks, among
other things, human skills, cducation and health facilities, infrastructure 
and financial resources. In view of Mall-'s many needs, it is probably natural 
for donors to de,31gn large p-rojects addressing as many of these needs as 
possilble. Viewed 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 
development -type -,project,'' consisting of some. seven....diff6rn6t activitis.... 
Anyone of the activities could and slould be a project in itself. In 
overloading the project with so many activities, uorealistic burdens have been 
place on Operation Haute Vallee's institutional capability and financial 
resources as well as USAID/Mali's project management. The consequence is that
 
few results have been achieved. Some examples: The animal traction program
has not progressed beyond a few pilot farms; the credit p'rogram 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 
construction of some roads and an office building, neither of which have been 
effected as originally planned. 

Ther,; are clear i.'.dications, as discussed :'.nthe next section of this report,
that the project is out of control and drifting with no clearly defined 
object ives. lmplemecntation is thus presently perfored on an ad hoc rather 
than planned basis. 

It Js questionable whether the Operation has the capability to implezment all 
those aspects assigned to It under this ambitious and faultily designed 
project. Th? Operation Haute Valle,- If struggling financially, barely able to 

,kevp its head above water. And the carability of it staff, as indicated by
Lhe exL_,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 a critical USAID re-,iew to determine 
whether it makes moch sense ';o continue with the project as now designed. It 
is our opinion that those M1vcrse activites of the project not directly
related to food production should be dopped from the project. However, even 
before this project can be redepignd, it has to be determined whether a 
number of issues and problems discussed in this report have practical 
solutlons. 

It should be noted th,: All) is not the only donor in Mall experiencing 
problems with large project;. A World Bank report dated October 9, 1981., and 
entitled "Seventh Annual Review of Project Performance Audit Results", 
discusses the Bank's sad experience with the concept of integrated development 
projects. Below is a citation regarding a project in MalI which is 
Instruc:tIve 

The conce;t of i ntegrated development and the 
Issue of excessive project complexity are 
probably most germane in agrlculture. The Mall 



-- -

Integrated Rural Development Project is a case in 
point. It set out with a promise at appraisal of 
91% economic rate of return; the reesti.. at 
audit was negative. There were many problcits. 
But the central problems were 'hose of design and 
complex institutional requirements much beyoad 
the local capabilities. The aadit concluded that 
integration should, at first, concern all 
necessary functions related to a single or a few 

--closely -objectives .. .related 

In discussing this project with a World Bank representative in Mali, we found 
that the project was almost Identical to Operat:ion Haute Vallee. It Is thus 
pertinent to note the World Bank redesigned thu project and reduced its scope 
to a few related activities. 

The Yinancial and Credit Aspects Need to be F.,assessed 

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

One of the prfl-iry purposes of the project In to increase agricultural
productivIty and production. To achieve this purpose, the praject follow: a 
desl,-n characteristic of food grain prcduction projects in the Sahel; namely: 
expanding the use of animal traction and related inpt,,n financed by , credit 
program; applied research 'o introduce Improved seed varietics ,nd agronomic 
practices; and expansion and training of tie extension system. 

The average farm size In the Haute Vallee area Is about 12 hectares of which 
approxli ,arely 5 hectares are cultivated. Of the cultivated acreage, about 22 
percent is used for growing cash crops, motnly cotton, tobacco and peanuts. 
The other 75 percent is used to grow millet, sorghum, corn and rice. 

Operation B1autc Vallee derives its Income prJmarIly from the cmmissiors 
earned on the marketing of carh crops for other gover:.,elt agencies. Te 
Project Paper assessed that, sI.ce the income from these corn,,,ssions covered 
expenses, the Operation was finar,,Inlly vil~ble. It also as.essed thit a sound 
credit program was operating. .he souice of this credit %as SCAER, (the 
Ageacy for Agricultural Crcdit and Ru-'al Equipment) a govern,rent 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 
Operation to implement a food production project from which it would derive no 
Income. 

SThe,,;e inputf, were channelled by SCAER through the Operation to the farmer, 
with Opev.,.ion Ikout3 Vallee receiving a commtstfion on the sales of the inputs 
to cover the cost of Its collecting the loans from the farmer. 



In the past four years the trend of Operation Btauve Vallee's financial 
operating results has been larger and larger deficits. To make matters :orse, 
SCAER went ba.ukrupt in late 1980, leaving the Operation with no credit for 
c'.1h crop production so vital to its existence. The: convequence is that 
Operation ftaute Vallee Is now struggling financially. IT view of this 
financial struegie, particularly for credit, the project focus on fond crop 
production has beeo lost. These aspects are di. cussed in more detail below. 

1. Finance:il Viability
 

The financial situation of Cperation laute Vallee has grown progressively 
worse, w..th ever larger operating deficits. Only AID's contributions to the 
support of the recurring operating costs keeps the Operation running. Tha re 
does rot now appear to be any possibility for the Operation to absorb the 
recurring operating costs when AID's contrbution is phased down or withdrawn. 

Operation Haute Vallee derives its incomc from commissions on the buying aud 
selling of cash crops. Since there Is no parallel (private) market f!.r 
tobacco rnd cotton, the farmers have no nlternative but to sell this 
production directl, to the Operation. Peanuts is the only cauh crop thit has 
a parallel market and gives the farmer nn alt,.rnative in disposing of his/'ar 
production. In the past four years Operation 1laute Vallee's financal 
viability has been adversely affected by changes in the production and 
mar'Vetin of these cash crops. 

The arketlng of tobacco product-'on, t-hich used to cctunt for the largest 
sha-c' of the Operation's reenuo, has diopped t o significanatly in the past 
four ,fcars that it no longer generates any revenues, This situation has been 
due tc. a weakness In prlce and demand for the product. Th'o!gh demand for the 
product it ,again increa!rIng, farmers are unable to Increase thi.r pioductlon 
betause pumps for the irrigation system have fallen into a 3tate of dirrep.,ir. 

Revenue:; generated from the marketing of cotton production now account3 for 
the ":re.st share ouf incore. Though the marketing of cotton production has 
dropr,:,d from 8,600 tons 'n 1.97'/80 to 4,500 tons in the 1981-82 season, the 
consrio~ earned on mark-eting cotton han" risen, thus resulting in a 
gorLrally stable level ot revenues. The drop in co~to,, produztIon has 
rv-ul ted from the lack of financ.al incentives to the farmers. 

Revenues earned from the marketing of peanuts in the past four years ahows an 
Jnconfjlstent picture, dropping substantially during the 1980/81 season. Thin 
situation In part reflects that more farmers are marketing the production 
themselvc,s when prices on the parallel market are higher than governtnernt set 
prices.
 

Non-ca,;h crop production revenues ire lnrgely earned from trucking the crops 
to government buyers. Revenues from this source is now at a peak level and 
may possibly continue in view of the new trucks provided under the All) project. 

On the expenditure side, snlaries and contract labor account for wcll over 
half of cdsh Iin h fcor expenditures havethe ex:punditures, tt ant years these 
doublcd The olier major cash expendituret , !troleum, oil and lubrication, 
has also almost doubjed. The reasons; for thete rapidly rising exponditures 
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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 territories. Both of thes. z:.penses have been 
fostered by the AID project.
 

In Exhibit A we have presented a finanzial statement on Operation Haute 
Vallee'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 ..... t979/80.... ]..978/79 ... . 980/81 

Revenues 205.6 231.-) 264.1 238.7 
Expenditures 221.7 250.5 397.9 41.8.0 
Operating Profit/(Loss) (16.1) (18.6) (133.8) (179.3) 

AID Operating Support 110.0 152.7 

These figures clearly Indicate a sharp upward trend in deficits as a result of 
the AiD p,'oject. To alleviate the impact of these results, AID is 
contributing grant ftnds to pay a share of the Operation's operativg expenses, 
a large w'ercentage of which is ;or salaries and fuel. It is evident tht 
without t Is AID support Operation Haute Vallee would have to reduce. Its stff 
and activities signfmicantly. 

At some point in tI me AlM support for operitiifg e%),enves must be 
discontinued. With revenues stagnant, and with little apparent c'xpectation of 
a dramatic upturn, one has to be less tlan si ,gulne that the Operation will 
retain the extension system at Its r rescnt level as All) operating ,support is 
withdra%,n. This means that a large vart of the funds AID is now contributing 
for operating, support of the extension system may have been for nought. 1.n 
our view, USAID/,'i,,ai must therefore review this situation to determine whether 
It makes sense to continue with a project Operation laute Val..'.C(e has itt':le 
chd,&ce of supporting financially. 

2. Credit Pro5,ram 

There Is a conflic' in this project that arises from the Project Paper 
inaccurately assessing the soundness of the credit program that was being run 
by SCAEPM through Operation Haute Vallee. With the demise of SCAER, the 
Operation needs the All) credit funds to buy mostly fertilizers to serve 
farmers raisling cas;h crops. If project objectives arc to maintained, the AID 
credit funds must be largely targeted for longer-terr,, credit for work animals 
and far-, equipment:. 

It is important to Operation Hlaute Vallee's financial viability that farmers 
growing cash crops are provided credit to finance needed inputs, particularly 
fert Iii zors pestilcdes. IN thout these Inputs,, production and the1 rnd 
markeri'ng or that prnductlou wouUd drop. 
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Until recently, SCAER had provided this credit ill the form of small. farm 
Imiplements, 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 

.... -farmers--in--the-: in-kind-loans. To obtain these-loans-- the -farmers---had.form -of ...
to grow cash crops. Not a single Malian franc was used to buy tractimi 
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 able to certify that Operation Haute Vallee has an acceptablr. 
accounting system to control the use of the funds. Nor is it likely that this 
certification can be made in the near future. 

With no AIMD credit funds available for the '92/83 season, Operation Haute 
Vallee recciv.-d a short term advance of funds from CMDT (Malian Company f r 
Developmet of Textile Fibers), to procure MF 508 maillion ($847,000)* of 

fertilizer and peo.tlcides. CMDT is Itow putting pressure on Operation Haute 
\allee for repaymcnt of that advance. In turn, Operation Hante Vallee is 
urging All) to release the credi, funds so they can be used to repay the 
ad y.ace
 

Credit funds are cr1.t.c:-:l to the success of the AID-financcd animal traction 
program. The lack of progress in this activity is reflective of tle fact that 
no funds have been made available to it. Unless fund, are provided and 
targted for thjs activity, there is no way it can even begin to function. 

Credit funds are equally critical to Operation Haute Vallee's cash crop 
farmers. The Operation is thus counting on All) funds to serve this group by 
u.;ing the credit funds to huy mostly fertilizers. There is thus a basic 
conflict between project !nterests and the Operation's own interests that 
needs to 1'r.addressed. 

ThIe rytension Svstcm Needs to be Improved 

Operation Haute Vallee's eIxtension F;ystem is ineffective and inefficient. The 
poorly trained agents have been overloaded with responsibilities they cannot 
perform. 

The extension agents are the instrurcent through which Operation Haute Val.lee's 
operational activities are conducted. These agents have a number of vital 
roles: 

. Cunversion rate used was 1.00 equals MF 600. 
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--	 Technical Role -. Under the Haute Vallee Pror;;rli 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 
rgents have also acquired monitoring responsibilities for the 
blacksmith program, animal traction program, functional literacy, etc. 

--	 Credi: 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 territories. 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 wors;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 discusscd 
later in Ehis repcit is but one en:-nple. 

The 	 project Conu].tant, in discuss2.ng the inefficiency of the extension agents, 

states the following in its Annual Report of 1982: 

The 	 value of the system can also be determined by 

judging the efficiency of its agents. A quote 
from a recent Wcrld Bank publication sums up the 
situation: at OHV "The extension work program is 
usually ad hoc in nat:re, defined by the -ector 
chief. Little guidance is available on its 
content, presentation, or means of execution.
 
There is no monitoring of program effectiveness. 
The extension agent is a 'general. agricultural 
agent', with tasks that range from promotxng rcq.' 
technology, organizlng credit schemes, a id 
supplying inputs, to general admi nistrat:ive 
dut:ies. The wide-ranging responsibility normally 
results In little organized work being done. 
Since working conditions, general support 
facilities, and supervision of oxtension agents 
is poor, salaries low and educational 
requirements for rec'uitment minimal, it is not 
surprising that, in general, extension results 
are negligible, and morale in the service is low." 

In our view, if tAhe efficiency of the extension agents is to be upgraded, then 
steps must be taken to reduce some of their responsibilities. The mosL 
apprepriate way of doing this is to lessen their responsibilities for the 
cred it: p:,;ram. Tl;j.s step should be taken in any event since the cred.t 
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program presehitly has no internal controls. Under the present decentralized 
arrangement, the agents have total. responsibility over the commodities, 
accounting and collections. Assigning these functions to one individual makes 
the system hignly vulnerable to devious practices. The worst part about this 
is that there is also no effective oversight exercised at higher levels of the 
organization over tie agents' activities. An agent can thus do just about 
anything In manipulating the commodities, accounting and loan collections Lo 
serve his/her own advantage, knowing the records are not subject to 

verification.
 

.Theobviouss solution,_ were .. it.._,possible,would... be.... totransfer.. the credit 
function to the newly operating National Agricultural Development Bank and the 
commodity 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. 

At the base of Operation Haute Vallee's decentralized organization are the 
agents. Approximately six ta eight agents report to the ZER (Rural 
Development Zone). The next step up in the organization is the sector wht:h 
consists of approx:.tmately six ZERs. The secto.:s, of which there are four, in 
turn report to headquarters. In the terms of this organizational framework, 
we believe the credit program shou)-d be adninistered. 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 ive to be made more efficient and effective. In 
deteriniing how this can be done, AID concurrently has to address the lack of 
controls not.? so apparent In the credit program. 

Conclusions and Recommendations 

The AID financed activities in this project have not resulted in any 
signiican': results. The project, moreover, is presently drifting without any 
defined fc, us of where it is headed. In our view, this steins from the project 
bo'ing too large and comple.: with an unrealistic assumption rof what could be 
accomplish d within the existing institutional constraints; and a number of 
faulf:y a,-sessmcnts 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 that in redesigning the project, AID should make it 
more manageable by focusing on those aspects only related to food crop 
product ion.
 

7n the redesign of the project, USAID/Mali needs to assess the Operation's 
financial situatlon and whether it will b& able to absorb the recurring costs 
of the project. The credit: progrem needs to be assessed in terms of how that 
progra. can he re'rructured and rec'ic! ed In t.e:'ms of AID's project Interests 
and the Operation's cash crop interests. And finally, USAID/Mali must assess 
whether the Operation's extension system can be made efficient and effective 

- 10



in view of thp funds be Ing invesLed i, it:. Unless t:hese problews are 
addre.ss<.ed, we quest ion wh.t her th projt;c merit; contcinued fundin.g 

According y, we la'e r:c-,'(,:.nde] GtI: 

LJ. 5"T".; i dT --rr , 1 - i r'n the (p:ra tion -a te 
Vail nv L he.(ore an, add t i 1 ohl ih! i (ns11, 

are '<'id " 1V it , ' C2:~l e>: 1t focl on 
oily a fa.' a Li vit ] ''; directly rcilatud Lo food 

2 
:, . , d,-.e:lo: t:hat< , and t rat 

Operat n Ian c Va l1leeIa; t he 1n,%nc, a I capacity 

to frininr tLIe project. 

No. 3 
'u <,iou.1c , <o:;.",- and demos' t ra'It(' how 

tin Vse V\ l l&' ' rr', it. n.cd. can be' 

fli Ki ] d .' , lnuit J.(;a....... .h.. .i .ity 
of Su iW oi credit fur,-s fV r ie an:ima] 

]' anc OtteOLn(I 01 hot 

]'O . (' rO 7 ,. 1 C.1.', I' 0 

",I I(.d 1)r p1o~.t. 110l 11 - . () I' a ; -, ( ) t i 11 i 0 4, C II 

1ll t 1,' . I d i i. 5 ,'ihi Id Cons I ( i\ ' :; ' !: ., t 1, 

em ( ( m! n;:'nvy of ta ;icCr Lnu ':sp.i r bili 
it e.i,; for the.. c:U it t e(. 

--i1

http:addre.ss


PROJECT RESULTS HEAVE NOT MET EXPECTATIONS 

AID has obligated approximately $11.9 million of which $8.8 million hat! been 
expended as of March 31, 1982 (see Exhibit B). Despite these signif'icant 
expenditures, there is little to show after 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 productio,, in the hiaute 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 Ieaen 
trained. Nor has there been any new or improved innovations evolving from the 
applied research component of the project. 

There 1, a concensus among AID and other donors that, if agr.;.Cultural 
production is to inc ruase in the Sahel, efforts must be made to introduce more 
modern far:ming tvchniques. Those AID projects relating to food production, 
particultrly ceresl grains of %::-ich this is one, are thus very similar. 
Technical! packages have been de'eloped which are based largely on animal 
traction and the use of farm impiaments, fertilizers and better -,rieties )f 
seeds. The off-farm inputs are then provided to smal farmers on an in-kilid 
credi.t bas s. 

The Project Paper .identified a need for an increased Usage of: anLmal, traction 
in the Hlaute Vallee region to expand acas of cultivation ar' to increase 
yields of food production. Adequate cre6it w.ns not available to farmers for 
the purchase of the animalb (oxen) , related equipment, and other inputs. 
Accordingly, the primary purpose of this project vas to provide the nece3sary 
credit to farmers which would enable th,.fm to obtain these inputs. In 
addition, eight animal traction centers were to. be constructe. In the ]autc 
V\. ee region to provide: 

--	 Training to farmers In the use of animal trac~toi'. 

--	 Demonstration plots for applied research on 
improve-d uses of animal traction equipmcrit and 
cultural practices. 

--	 Blacks;-,mth shops for experimenting, doveloping, 
and improving implements such as yokes, seeders, 
etc.
 

-- Trafinjng for extension agents in order that these 
practices can be extended by thcm to thc village 
farm level. 

Under a ;.lst country contract, technical assistance was to bo provided to 
assist Operation Ilaute Vallee's extension agents in crop research and animal 
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Since the 80 pllot farms were scattered throughout the Haute Vallee legion, 
thin meant that monitoring could not be effected without the full cooperation 
and assistance of Operation Haute Vallee's extension system. However, with 
the extension agents being poorly trained and c-erburdened with 
responsibi litJ es, no reliable data was collected. The first year of the 
program was consequently left with no data from which to make a valid 
evaluation.
 

The number of pilot farms for the 1.981/82 season was reduced from 80 to 20 to 
facilitate effective monitoring. However, in its monthly report for February, 
1982, the Consultants stated that: 

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. 

Thongh no effective evaluations hve been made to confirm the soundness of the 
technical package, both the Consultant and Operation Haute Vq.lee are 
convinced that ani'.al tracti.on is the obvious I.cans of increasing produ,-.-lvity 
and production. 

\ery ii t:tLe progress has been made under the animal traction prcgrim. Wi 1h 
the ..xceptflon of the 80 teams of oxen purchased for the pilot farms in 1980, 
no .l) cred't funds have been expendcd or prograinm'td for the purchase of 
traction animals. In order to fncrease the number of ,raired oxen, credit 
fund.h are needed. Unless the Proble.ms wi:h the AID credit fund are resolved, 
as discussed in this report, therc is little indicacion that any further 
progress beyond the pilot z-r,,s 4.ll be made. 

2. Blacksmiith Program 

Thc. purpose of the Blacksmith Program was to develop more appropria1:e and lecs 
expen sIve implements for work oxen and to train local blacl'smithl to make 
them. A total of 90 local. blacl-,miths were to be traincgi. Training courses 
were also to be conducted by the Consultant whi ch would enable t:he blacksmiths 
to Oevelop a capability to make and repaIr the implements. 

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

In I:ebruary, 1982, the Consultant conducted a 15 day training course for eight 
hlacksmi ths. Six of these backsmiths have been equipped and the other two 
are in the proce.ss of being equipped. No additional training is planned for 
t.he 1982/82 season. 
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The Blacksmit',' Program is related to the objective of increasing the use of 
animal traction in the flaute Vallee region. However, with the animal traction 
program not fueictioning, this program has also -.talled. 

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 C jUipment research and agrononic testing. A recent AID project 
evaluation concluded that "essentially no research was conducted on animal 
traction jLL.s, 11hog trials feeding confined _animalsLimi ted on of 	 were_ 
carried out at Samianko". The evaluation also stated the double row seeder 
developed by the Consultant was of marginal utility. A modification of t.ie 
1982/83 pilot farm program is to transform the double row seeder into a single 
row 	 model In ordec that farmers will be able to utilize this farm implement. 

T'he 	 evaluation repoit on the results of agronomic testing concluded that very. 
little has been introduced in the way of an improved technical package and 
that Opeinatdon Hautc Vallee lacked the capbilIty to conduct applied research 
on its own. 

The Semi -Arid Food Grains Research ani Develop.nent Program (SOFCRAD), wit:,in 
the Inst-Itiite of Agricultural Economics of the Ministry of Agriculture, is 
capable of produci:g Improved agricultural technology appropria e to the needs 
of the Operation. For the 1982/183 seabtoa, SAFGRAT) has agreed to integrate its 
activitles with those of Operation Hauto Vallee. A proposed budget of MF 12.4 
m]UJ. n to floance this activity under thU project is cur:ent.y being, reviewed 
by ATDI. ThJs plan of action for applied research activities seems valid. But 

t	 o,:v que tion whether this. program shoul]d be undertaken at this time in view of 
the 	poor results of the animal traction activities. 

' 	 Iobems llidering the Viability of the Credit Fund Activity 

The 	 estai shmnent of a viable revolving credit fund envisioned in the Project 
haperhas not materialized. No) can a viabl]e fund be establi;hed until the 

diffcult ?roblens of low repayments, interest charges and subsidies are 
voi t, s fac torily resolved. 

The Proj,,r., Paper ascertaLined that more extended credit terms were needed to 
enable far&,.,s to finance the purchase of agri-ultural implkmr:nts and work 
o0n. The credit terms for fertilizers, seeds, and pesticides were one year,
and 	 for small farm equipm,-nt three years. No credit, however, was available 

for work oxen. The All) credit activity was designed to address this need by 
establishing within the Operation a tl.3 million loan fund which would offer 
credit to farmers for periods of up to five years. The project proposed to 
buld upon the existing credit systc% by modifying it to: 

a) 	 Allow for longer reipayment schedules (5 years) 
for specdfic farm implements, 

b) 	 Permit loans for the pur(!,ise of uork oxen. 
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c) 	 Introduce an insurance program for the oxen 
purchased on crerlit. 

d) 	 Make loans avail;ible for necessary land-leveling 
at the Bancoumana Polder. 

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

A critical assumption_-made in tile Project- Paper was that loans_made under the 
Operation Haute Vallee credit system were approved and guaranteed by village 
councils or associations. Consequent:ly, when the project credit fund was 
formally established in March, 1981, with the issuance of Project 
Implementation Letter No. 4, a provision was Included that a village loan 
committee would certify to the qualification of any producer for a loan. If a 
villager was in arre2ars on a loan, the entire village would be ineligable for 
further credit uiit;l the arrears were repaid. 

The Project Paper's assumptior. that village councils guaranteed farmers' loan 
repayments proved to be errone.ius. In: this regard, we found no evidence of 
this occurring at any of the field locations we visited. The extension ageuits 
we interviewed stated they madc the decision which farmers would be given 
credI± and thit 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-,'3 woulK result : a high rate of lo;,n repayn.ents and 
thereby ensure the viabJllit of tlv credit fund. The Project Paper, In our 
V4 w, glossed over what has prover' to be a very poor repayment rate in the 
Operation Hdlute Vallee region. A study by the Consultant disclosed the 
foilowi g. (figures in millioro. of t4alian francs): 

TOTAL DUE END TOTAL RATE OF 
SEASON OF SEASON RE.PATIENTS OUTSTANDING COLLECTIONS 

1979/20 388,795,620 275,601,060 113,194,560 70.9%
 
1980/81 421,251,721 325,90-,220 195,344,50. 53.6%
 
1981/82 536,900,913 205,32L,245 331,579,668 38.2%
 

As indicated, tho collection rate has been getting progressively worse.
 
Officials at The Natioiial Agricultural Development 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
 
Haute Vallee ineligible for any credit from this organization.
 

Project: Implementation Letter No. 4 also provided that an interest charge of
 
1.2 percent would be appi icable to l1.! loans made to farmers for the 1981/82 
season. In addition, fer any commof ties financed out of the credit fiund and 
sold to farmers below cost, the amr,n l:of the subsidy was to be c€c osited to 
the credit fund. For the 1981/82 season, Op)eration Haute Vallee was unable to 
enforce the interest and subs,[dy l)rOVI sions of Implementation Letter No. 4. 
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Farmers refused to buy fertilizers at higher prices than those charged In the 
neighboring operations. Operation Hitte Vallee was consequently forced to 
sell. fertill zer on credit without an interest charge and at Slibsidized 
prices. Lacking funds, the Operation Haute Vallee has not reimbursed the 
credit f,:nd for subsidies granted to farmers. 

The Project Paper envisioned that the AID credit fund would finance the 
purchase 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 onl the cost of tlheoxen, credit terms wold be for five -I s ,rwith 
an annual interest rate of 12 percent and that a 2-1/2 percent charge on loans 
would be used to contribute to an insuraice fund :o provide for the 
replacement of oxen that might die. The only oxen financed under the project 
are the 80 teams for tile 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 vialie credit- fund cannot be es.tablished unless the fol.lowing 
impedimernLs are rtsolved: 

-- ~The appalling low repaymoat rate needs to be addressed. It see:.is 
oUbious that without village council participation in the credit 
system, tho rate of coliections will remain ve,.y poor. Unlers this 
aspeLt can be succ ess ,illy impl emented, t,':,.re i no clizace of 
establi shing a viable credit fund. 

-- The amount of interest to be impvosed on loans is another factor 
critical for the viabliiity of the credit fund. However, the rates 
must be consistent with what othcr organizations are imposing in 
Mal . The credit fund provisi.n for an interest charge of 12 percent 
on all loans differed radically with tHie other operations that charge 
no Interest on loans, resulting in the credit fur, prov. sion not beii:, 
enforced. Officials of the Agricultural Devel.opaent ank i-tformed us 
that the bank's jntcres rater, on loans varei fl.om 7-1/2 to 11. 
percent. A solution to the interest prcblem may be foi dono, s and GOM 
organizations dealing in agricultural credit to adopt th interest 
policy of the Agricultural Bank. 

The amount of subsidies granted by Operation Haute Vallee to farmers 
on credit sales of agricultural, commodities and not reimbursed to the 
credit fund by Opcration Hlaute Vallee as].;o hinders the viability of 
tile credlit fund. If subsidies are to be provided, Operation Haute 
Vallee must be able to generate sufficent revenues from its,; income 
source,; to be able to reimburse the credit fund. It does not have tile 
resources to do thiis. 

Unles! these major lirpedi,,-ntri can be resolved, a successful and viable credit 
fund act'. ty carnot be achieved tinder the project. In otur viuw, the USATI) 
needs to sake a ictermitation whether t:hcse inpcdiments can be resolved and, 
if not, %.;het:her [:1he credit: fund activity should be cont:inud 
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The Road Program Needs to Be Reassessed 

Th,,re have been numerous changes in the road activity which have adversely 
affected the number and type of kilometers to be improved. The result 1!s that 
this activity is not now fully addressing the marketing aspect which is its 
main purpose. 

Undo" the road program 398 kilometers of existing roads and trails in the 
l1aute 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 

Ie Thee11s ba&gidedla t sufcin. remainder were to and-made all-weaIther by 
installation of drainage structures. The purpose of these improved roads a'td 
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 raily season because of poor surfacing ar;d difficult stream 
crossings. When the villagers reopen the tracks in the dry-season, moe t of 
them are unsuitahie for use. Scraping of these trails would enable them to be 
used by oxen-drawn carts and pedestriios to mn'ee farm output to the numerokis 
collection points along the all-weather rods where government market:ing 
agencies pick up t-;e produce. 

The Project Paper provided a listing of the roads to be improved each year. 
No econlomic ::valuation of the I.,oposed coads was considrcd neces,;ry since 
the prc-r.-'am was presumed appropriate to the project. No analysis was given I:o 
deterimine the choice of road,, proposed, their design criteria, c: their 
intended effect. on agr,:ultural production. Nor were any base line studies 
included against which later progress could be measured. 

In a January 1980 meeting with the Operation Haute Va.lee, TravautA 4Neufs 'TN), 
the gove-rnment road building unit, and USAID/,.ali, the decision was made to 
,',odify the Project Paper plans. Under this.modlf cation the concept of access 
trai .,. wou..d be dropped and all roads would instead be upgraded to a modified 
•Aa:'s "B" standard. 

No analyri. was provid-2d to indicate the Impact: on the number ,,f kiJ.omcttrs of 
road Lha could be rehabilitated during the project period or the ipact on 
the project budget by ei mtnating access tralls. In fact, In December 1981, 
Ope:alion l1,ute Vallee and TN weru still referring to access trails as a 
viable project- componeni. 

Additionnil chringer were again made dt..ng implementation. These changes 
Included dropping the access tra is ind up-grading sections of the five 
ex.sting ma-in roads to a modified class "A" design. There was very little 
documentation supporting the basis for these changes. In early 1.981., for 
example, the Consultant complai ned t1't technical decision. on road 
constr tLion had been wiade In a haph.-,azrd manner and that changes were 
repeatedly made hioder ng construction. 
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Construction of the road program is progressing nucli slower than planned. 
Only 84 kilometers have been eomplet-.d so far. It Is now believed that less 
than, 150 of the p.mnned 398 klioneters will be completed by tHie end of the 
project In July 1983- A significant facto." contrIbuting to thii much lesser 
resu.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. Without 3eeptlon, the roads appear to be of good quality. But: in 
virtually every Instance, there was ni traffic to be seen on any of them. In 
our view, AID needs to assess whether It: makes much sense to build quality 

.... roads here .theyre _. irtu ly no traf-f-c . ...t s.cgard.,o It.. eit 
evaluate whether this emphasis on quality roads at the expense of the iceder 
trails is addressl,1 rg the marketing aspect which is the purpose of this project 
activity. 

1. Road Maintenance 

The AID financed rc,.ds are not being maintained. 

The Malian Departmcnt of Public Work;; has been a.sngned responsibility to 
maintain the AID--finmaced roads. In this regard, Section /4.2 h (5) of the 
lPro-Y t Agreement states: 

TP a nd the special brigade hall have the 
responribility to mtIntaii each road constructed 
or improved under this project as soon r -. 
construction or !.,,provemeni. of eac I roa( s 
comp) eted, and ria ru.n";c costs shall be 
inanced by the Coopca tinq'. Country. "lithin one 

yunr after exemition of hie project ;grqement, 
tile Cooperati:,g Country shall identify a 
sitisf:.cory source of funding from Its revenues 
frir sui costs." 

At tihe :IL'e of our review ti,, Cove,-nmenr: of Mali had -et to :'dontlfy a source 
of fm.ding for ro,1 maIntemvance, thou,1, It should have done so by September 
29, 1979. Unless adequate funa;s o re provided, It Is not 1.lkely the roads will 
be saint a . of mnaIntelv,ena, acrord.ing to the Consult;,n, is already ained Lack 
probem #nd il1l become more scrious ll t01e iext year. The USAID accerdingly 
needs to address thi.s problc,,,. 

Rehabl tat [on oft: Bane,;umva Poldtr Neuds to be Reas,_.essed 

Contruction of the Bancoumcna Polder has not started. 

Tile Banenumana Polder is one of fifteen irrIg--tion systems located, in te 
llaute \Y 11e Rtgion. The Polder if, located onl the left side of- the Niger 
RI ver. Tt consitts of approximately 61.0 liectnres of land divided i'"Ito two 
sect ioi,;;, being farmed by 1.60 faim femi lie,. 

Poorly cl Igned and v.;i-I unequal ,at"Pr leve],', the Bancoumana Polder was fil*.
establ ,:hcd with tlh help of the Norlh Vietnamese in 196/4 and .atei by Lhe 
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* 	 FrenCh. The Polder's yelds have Len poor., resulting in the majority of the 
farmers abandoning rice cultivation for dry land crops. in 1981, about 20 
perc(,nt of the polder was being cultivated. 

The intial. purpose of the rehabilitation of the ILincoumana Poider was to 
recondition the main cannl system and to level and claim 100 additional 
hectares to be usud as a demonstration area. With funds provided from the AID 
credi t fund, farmers were to purchase oxen and equipment needed for land 
leveling of individual plots and cultivation. 

A-IrecentI evaluaition Stated_ Lhe p)rojcct'.s design War, based on several .?rroneous 
technical assumptions. First, despit.e iunestions riised regarding the adequacy 
of irrigation Water supply, the Project Pap, r made no .provision for any 
hydrological studies. Secondly, the use of animal traction by Individual 
farmers seriously overestimated the capacity o:; weak local oxen to level cie 
difficult soils In the Polder. And thirdly, the Project Paper over-estImated 
the poteatially cultivable land as well as thr possible rate of increased 
prodoctlon. These assumptions resulted in a Venernl underestimation of the 
size, vomplexity and hence, cost of design, construction and prod,k,,tion of 
Bancotma.I 

The necr,:.sary stvd'des of the Bancoumana PeOder, which should hawv bean 
con-. dIer- d duir n,, the project'i design, have now been comple, ed. A 
feaf.iblilty study done by the Con.:,: Itant indicates a number of problems rem. In 
w Lti 	 this project: component , including: 

-- 'The farmers have r.either the equipment nor Cie 
exlprtise to mnin-ain the system in adaquat. 
operating coidiftion. 

--	 The plots of land ar iwich too big for t:ho 
farmers' cap-eity to wor!. uhicr 

--	 Because of past problems, Operation Haute Va~iev 
has nto desire to redistribute land. 

At Hl- pre.nent time, four different options Ior the Ba-coi.nana Polder arC 
being consIdered by the USAJI). These i',:lons ar' : 

--	 Not gofng ahead with the activity. 

Develop 77 hectares of land 'fartLer up tile river 
and Irrigate this land by pt;ups at a. cost or oo,00000. 

Level and rerabilit ate 1-00 h.caarefs at: the Polder 
at a cost of tl,000,000. 

Levol. ar,! rehbMlitate 25 to 30 hect'Ls at t he 
Polider at all indcteLrmned co:it. 
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The history of the Bneouiana PoIder is one of fail.ures. We question whether 

the USAT.D/,ali',q effort; will be any different. An eff,!ctive Opora tion Haute 

\idlee mananjei,'., ,-t c alabi . ty is an important factor in making this activity a 
st :cess . In our vi ew, Operat. on llaute Va.]lee has not demonstrated this 
management capabil'-y. Therefore, unless the ,USATD caln demonstr-I,, that the 

Opelati on -hasthis capability, the activity should not be undertaken. 

1.suso of AlD-Fin, . *. Equiilpnet 

for- Bancoui;iana -Polder,.costing more 
,200,000, %%-.!be 1 u ;ed at Fara bana. T'here were %l egat jons that this 
A-ince-- equi pment provided ... ... -than... 

r
upipmont wa.;ibeing runcej out and that officials o Operation 11muLe Vallee 
,re b nefitt..x, from t.he rental fees. Action should -:ccord-Ingly 1:o talen "}y 

UL.;AID/alif to ensure Lhat the equi plent i S not used for SuLch practices. 

Functi-mr,1 L.1ter.,cy bis Beeni Suspended 

AID fund.fng for the functional li-eracy pro.;ram has bei suspended pendt,;g 

co rrec,: ive :,.i on of nwero.is , 2s,,obl 


'The funct'-:.1 ]iteracv activity wi'r's Intcnde! o provid e vJ. lagers with baY..'C 

1 1 ) t I IC tao C- ' t hem Lo LIt , a(*a1 ' and uti L.ize more rapidly i"im 
ne;v7 agri C t .'I rcil t ech:; i ques to i ncr.'a:;, food prouuct ion. Under tl;'s acti vitV 
Awa) fud as :oon1! r( foi th, ,'tabl of ?00 functionilprovided shmcnt 

'Ili', (;l'O>v i' t d tihe fnnct i one- J ter,.'cy proram in 198C. fn.I report, 

n: 19 I , irdent f rym jrog'raun wealonesses, 1.;hich have still hot been 
iIp] '.It, A recent .,1i,,),,,1,i uIany the e.d evO)ua.tio,I noted of sa i.' Cb.c:, 

rec c... , I!,(, Linh. L thi, 1) su,,p,.nd Its f1niuc1Cal .upport of theCSAID Ictivity 
I Jt o rr ac t io 1 been n . the u . fLcd, ct.j vu h,s t ;hk, A;:,,ong p 1 id,_nt were 

Techni c; ar.st an-eo for the ac 1:1vi tyI nt ended 

ha,; not 1,ee,' u;ed.
 

The f mwt i ,:: 3lteracyv znne i,, ,:,ore exten,- ,e 

than p1animed. 

There is M ttlc' coordination bat,.'ecn functional 

I tcrai. y iPd ok.her project colonc.,nt's. 

- Alt ough " ' centrl i ;are in e:: i nce out of a 
t no I di Ca Lt an etCel 20, D a b1 c i t 11.; of 

p{ifor :rinf:Phive hc a]est rh! I dln 

Functlon.d1.1tercicy CI-ntcr,,; lar, not achioved the 
p]1ann-l 2.5 | ccent p -ticilp;tion rate for woIlenll. 

-- 'I,'L o Is -ahigh r,"t1( of cc-rucr cl r'osig:.. 
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-- .any of the supplies purchased are stored at 
Operation flaute Vallee's headquarters, not having 
been distributed to the fnctional literacy 
centers. 

With suspension of AII)-funding, miany functional literacy centers have closed. 
Centers still functioning lack supplies, supervision and adequately trained 
staff.
 

.leal thAiActivityt Ill N1t,....mp.e.. 

The USAID does not plan to implement the iealth activity. 

The project: provided t500,000 for funding a health activity, subject to 
AID/Wash-I ngton approval, before fund-, !;ere obligated. This prior 
AID/Washington approval was required because a design was not included in the 
Project Paper. 

Tn February 1981, a REDSO/WA offi cin visited Mali to dev:[op a health 
desi-n, The d.sign developed focLses (n strengthening existing preventive and 
curative health !&riwicus In t he ]aute Va]lee region. Approximately *430.C00 
is consit-,1rd ,iec.,sary to dewop this Iher t actiVIty-

USAI!,./X;II officials; Inforned us that the USATD lacks the staff t, impl m.i.nt 
the proposed health activity duriiv, t:hos, the I rst, phase of the project. 

Cunchirlons ,and gc'co..ndnic,s 

Very II ttle "Is been done to incrc.a :, and improve t:!,e use of ani!val traction. 
Prov di ln;: credfit funds to fa riers wtiilch wotild enable them to purchase work 
,ilmals has iio noved beyond t:hl pilot stage. Until such time that the 

prob e; :s of the c' dit program a-,'. resolved, this act:ivlty will re;,iin mired 
In the p1Llot . . Few backlmith. have been trained or equipped, rnr has 
any researct results been fortncomJing-

A vialble revelvring All) credit futw ha- not been esta 1,11shed, Sevr ral factors 
nee," to be addre,,,scd before the fund can he made riable. farmers'The 
dei,,eosI1n*', low repa!Pyment rate for !on,; has to be Improved. Interest rates 
have to be chalrged. Ktablihing thi, rate should be developed in terms of 
whadt other governmernt agencies ad donors are charg,-ing. And any subsidies 
provided should not he charve,d to the credit foudJ. Subsidies should be borne 
by tLe Operation. 

There l,:re been nunoros hnhanges.1 in the road const.uc tion program which has 
adversely affected the iiuober of kilometers to be Jmproved. Only 150 of the 
plinerd 398 -i I omnters at most. will1-,e completed. The result is that Lhis 
acti vi ty i.s not now fully addrcr;sIng the worketin,, aspec t whIch is i ts mailn 

object ire. 

Construo fIon of the ],arouiw:ina PoId, r ha!; not yet: nt.arl:ed. Un)ess t!1C IJSA).D 
can demonstratc the Opr,-ition h;::; tr cpaii ty , we do -)t bclf c'vc 
the activity should 'e undertaklen 
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AID funding of the functi.onal literacy program 1a been suspended [ending 
corrective action of numerous problems. 

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

Accordingly, we have recoimended that: 

Recommendation No. 5
 

USAID/ali, prior to releasing any AID fuinds for
 
the credit program, should (a) address the problem
 
of poor loan repayments by workii-P with Operation
 
Haute Vallee to establish village councils or
 
associations; (b) establish an interest rate
 
consistent with other Malian organizations, such
 
as the National Agricu].tural Develc*mont Bank; (c)
 
ensure that: Opeation laute Valle ;.s capable of
 
funding subsidies f:ro sources other than AID
 
funds; and, (d) ensure that domi--payments are made
 
as required.
 

Recr,mmendati.on No 6
 

USAl)/Nali sb,,,-1.d suspend funding for th_
cons:truction oi modif.ed class "A" roade unless
 
appropriate ju! tifftjation is provided by Operat-)n
 
Maute Vallee.
 

Recommend.atlon No. 7
 

USATI)/Mali. should ensure that t.aintenance funJ3
 
Will be provided before releasing nny further AID
 
funds for construction.
 

Reco:mendation No. 8
 

USAID/ali should assess that Operation lkautc:
 

Val ]ce has the mnnageent ]ity before
capal i 
releasing All) funds fur the 'mincoumana Poldcr. 
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PIROBLI'UMS IN ACCOt1NTING FO. AID FUNDS 

AIl) is prov'ding local currencies to Operation Hlaute Vallee to defray a 
portion of Operation hlaute Vallee's operating costs associated with various 
project; activities. It is also providing funds for credit purposes, 
Accounting for the AID operating funds, though generally acceptable, i.; being 
performed by the Consultant's financial advisor. In regard to these funds, we 
have questioned the propriety of use relating to HF 47,580,832 (79,301). 
Accounting for AID credit funds is totally unacceptable. Tn view of this, AID 
has.suspendd relaseof furtler funds for credit. purposes.... rev1.ewing 
those All) credit funds relearsed, v:e have questioned the propriety of use
regarding ,P 133 million ( 221,667) as well as requesting the need for a 

detailed accounting of HF 92 million (t.153,333). 

Problems in A,-countlng for Operating Expenses
 

Opcrat.ion ilaute Vallee's accounting for AID project funds Is adequate but only
 
because the financial and administrativc advisor of the Consul.tant is actiAg
 
as proj-,et accountant. In our vi, , the USAID/Mali must take appropriate

action to ensure that the accountig responsililities are turned over to a
 

counterpa rt ;.ithin the Operation as quickly as iossible.
 

As of March 31, 1982, All) had provIded the equlvalent of apiioximately 5l.,5
 
ml]lion to i.fray the local operatinLg costs associated wiii the project.
 
These fu,d were advanced to Operat.loi HIaute Vallee in the form of local
 
curr(ncies. The Operat:mI Iaute Vcllee in turn was respoi.sible to AID for the
 
acccnting and ruportiii,; of thesc funds.
 

Under Secti on B. 5.(b) of the Project Agreem.nt with Al, Operatic.1 Wxite 
Vallee ic requi.red to: 

maintain or cause to b mintained, in accordance
 
with genora1ly accepted ac countin;- principles and
 
pract ices consistently applied, books and records
 
rclat-Ing to the Project and to this Agreement,
 
adequate to .how, without limitation, the receipt
 
and use of go,ds and services acquired under the
 
grant
 

11C :croj,-.ct Paper recorhn Ized that the project would pl.ace 5;trains on the
 
Opel.l on's Jimited adinistrative and financial capabilities. Provision was
 
accordi ngl y made for an advisor to be recruited unde r the AID-financed host
 
country contrnrt to assiSt the administrative and accounting staff. Among tie
 
rcsronsib iii! le, of the oadvisor were the following.
 

To advise on all fir,,n1cln matters relating to 

Oil'. To d(,t-ermine wha;t activitres are t-o costly 
to coilnti ilue and recoi mend changes or new 
act Ivit:ite, which w1.11 gellerate more income fo' 
OiV and make it mcre econ-omically viable. To 
study the finance tration sryslnsystem of OIIV 
and to mankc recomnendat.ons foc tiuprovi ng and 
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simplifying existing accounting operatiois. To 
recommend training equi- pment 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 
irmportant influencing factor was that Operation Haute Vallee neither had an 
accounting system compatib].e with AID requirements, nor the familiarity and 
experience necessary to maintain one required for project purposes. 

fund from which all disbursements aro made with no system of vouchers 
supporting the disbursements. The only evidence of a disbursement is an entry 
to a cash disbur., rment hook indicating the nature of the expenditure. Viewed 
in thie context of this system, the accounting for AID project funds with its 
requirements of budgets, disbursement vouche:s and financial reporting imposed 
enormous responsibilitiLes on Operation Haute Vallee's limithd accounting staff 
and capability. 

To ;,ssist Operation Haute Vallee with .hese responsibilities, ATD should have 
issued Project Impleentation Letters wi th guidance on handling the accounting 
for AID fuids . This for.eal guidance should h,-.i' been followed tp with on--ol te 
vi si .s But with the USAID/Mal Controller's Office being understaff(d.' 
Trp, .omentation Letters were not issned a,d fe;'., if any, on-site 'isits were 
made This lack of communication b' tw.'een USAID/Mali and the Or. ration thus 
contributed further to t:hr poor start. The reluctance of Operation Haute 
Vallee.'s ch1i ef accountant to accept the advice of the fi nanc-,al o('vI sor, VZas 
ano,,her coritri huting fPctur. 

]-. vl',w of i:hese various factors, th:e initial accou:tipng for the project was 
to tal : i nadaqu ,-,- The Oparation ,r'o unable to prcparc meaningful budgets 
and retorts aod unlle to maintai-; the operating accounts as required. 

In Septemher "1980, with. the accounting becoming progressively worse, the 
financial advisor developed an aaccounting system which included quarterly 
budgets, record ing expendJ tar'es b, bu'-!et ine Items and :rporting by budget: 
.in,, items. This system, ho1zver, das not accepted by Operation Hau:e 

Vallee's chief 1cCountant .l'.,y 1981 , the Director of Haute Vallee replaced 
the chief accountant. A temporar) rep'acement, who proved to be equal to the 
tLa.v : departed for a year'-, tral 'ng in Septcmber of 1.981. With the departure 
of tiis; individual, the fininria, advisor was assignnd responsibilitty for 
minintai ning the AN1 oporatinP accounts by th Director of Operatio Haute 
Vallce. With th.is oct lIon, the advisor in effect became the project 
accountant,: Since t~len, the project accountin, has significantly improved arid 
many of the earlier def-i'cnces have been corrected. 

In response to Sub-Sertion 121 (d) of the Foreign Assi.tance Act of 1-961, as 
amaended, Al) required that Mission Dfrec orv certify the adequacy of host 
country account In,.- syster;s of all on-going projects, as a condition to 
releasing 1 ol1ucrrency fund .s.On !1arclh /, 1982, the lHi.ss1oc cert:ificd that 
Operation Haute Vallee',,project a ronniting for operating funds' was adequate. 
This; certi fIcation vas based on be system and records maintaj "d by C 
financial ':dvisor. rase(d oil our reV(!, w, this certification was appropriate, 
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The financial advisor has been project accountant for almost a year with no 
end in sight. In our view, using the financial adv,.r indefJnitely as 
project accountant is neilther a prudent use of AID project funds nor contract 
expertise. While this action may have been necessary as an interim step, 
efforts should have been made to recr-uit a suitable ccunterpart within 
Operation Haute Vallee to whom these r:-sponsibilities could have been 
reassigned. Thifs action should be taken now. 

Salient comments on spec i Cc accouEnting.. aspects requiring . SA /Mali. 
attention are cited below. 

1.. Reporting of Operating Expenses 

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

Under AID procedures local currency funds are usually advanced to Operation 
Haute Vallee to cover its estimated costs for a 90--day period. Operation 
Haute Vallee is then required to submi.t monthly reports to 'JSAID/Mali 
accounting for tbc ex.:penditures of the advo'nces. These reports are than 
reviewed a:d cerL.fied by USAID/Mali to liquid,::e the advances. 

In revieving these procedures, we found Operation hlaute Va]lee has Lberi remiss 
Jn not s,,hal tting the wonthly reports on expenditures as requireJ. The last 
report, for exanr.ipe, ,,as sutrmitted Jn October 1981, covcring .xpenditures for 
the per(Jou, 'y through Au',1st 190. All has also been remiss in making 

addtiona i advances without ubta. ning an accounting for prior 1dvances. Thus, 
as (,f Harch 31, 1982, Operation hlaute Vl]ec had not provided an accounting 

for 202,204 advanced by AID through December 31, 1981. 

Our revIe'lc of these unreported d. sburscments revealed tha't F 8,711,478 
l14/,519) lacked supporting documnentatlon. If claimed, the US,ID wil.l have to 

lisalow these expendi tures. 

)I, oe;- view, to ensure that advances do not get out of r.ntrol, the USATD mu.,t 
insi--.t that Operati on HIaute Vall ce provide more timely re('orthng on the use of 
the AID funds. No -,perating funds should therefore be advanced until 
rel orting for the outstanding adviaces has been provided. , hereafter, 
UIAIJ/i:,lali should insist that rel-ort:s be submitted on a month)y basis as is 
now required. 

2. Revolvinp Fund for Mopeds 

Operation t'uve Vallee did not: establish a revolving fund for mopeds as it was 
requir,.d to do. Loan repayments received fromn the extension agents, which 
should have been deposited to the revolving fund, reportedly were used for the 
Operation'', operating- e.anse,, though thi" cou1d not be confirmed. 

The roject Iapvr assess-;ed that Operaion laut:e Vallee's extension agents, who 
were usJ' bicycles, needed a nore effective means -if transportti lon to cover 
thoir e:ri on e . The Paper Indicated that if loans were provided, the 
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agents would buy mopeds, which were identified as tile answer to this 
transportation problem. Provision was accordingly made in the project to 
provide loans to tile agents from the AID operating funds to purchase ihe 
I10peds. The agents' repayments of the.e loans, deducted in monthly
installments, were to revert to a revolving fund for the purpose of financing 

replacement mopeds. 

Through March 31, 1982, AID had provided MF 48,782,386 (t8l,304) in loins to 
finance the purchase of mopeds. Of this amount, MF 45,159,296 ($75,265) had 
been ._.repaid.. hloweer,. con trar... ---- .uders -t rpay- to he-- anding ha t.--t lhe so ents.... 
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 mopeds 
are in poor conJition and some need to be replaced. However, because vhe 
revolving fund was not established, their requests for loans to finance 
replacement; have 1,een turned down. Unless sonmething is done, it is only a 
matter of time before tile extension agents will be back to the use of 
bicyces;. "ti our view, Operation hl.ute Vanlee should be required to establish 
the revolvI ng fund and make resitution to that fund of the repayments It 
improperl used for its operating expenses. 

3 * nt.,rest E7arned on AID Funds 

Jnte:.e ,C cv rntud on AlI) funds should bc recovered and d.posited to the U.S. 
Trer sury, aounO~lt, 

i
P'urau; to AID procedures all All) advances were deposited b; Operation Haute 
Vall e to a separate cammnercia] I.rink account: for operating expenses. F'-lunls 
were then wit:hdrawn frofr th.i.s accoont for making dI.sI,,.r:;emeiiLts. 

In reviewi ng this bank account.-, we found that MI 855,436 ( 1,426) had b.h:en 
credited to the account as Interest earned on the outstanding ba]ances. U. S. 
TreasurN reguJations (TFt,,, 6-8000) require that interest ta"- , on Federal 
Junds 1y recipient orii-,. zatio-.. be paid over to the Treasury. Accordingly, 
USATD/Mali. should take the neces:ary actior, te recover these funds and deposlt 

.lm;ea in the appropriate U.S. Treasury account. 

4. .o.unds Not Rc._ported 

Refunds received on the return of tires purchased with ATD funds were not 
reportcd by Operaticn Hlaute Vallee. 

On April 4, 1.981 , Operation lHaute Vall.ee received 1.11 1,566,100 (2,610) In 
refunds on tires ret:urned to the vendor. Although the money was appropriately 
de.posited in the operal.a acrount, it ,'as not offset against expenses on the 
financial report to USAID/HIal-1. The USAID should therefore deduct this amount 
from the next report- accounting for the expenditure of AID advances. 

t All)Ac . mnf,, -_ForCredit lunds Is Tnmdecm.uate 

Operation hlaute Va 11 , has not properly aecointed for the use of AID credit: 
fund.';. 'hIisis in part due to Al)' ,sfa i ure to clarI fy ho,, the cred)t system 
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should operate and in part due to Operaticn Ilaute Vallee's lifmited accounting 
capabilities. Until substantive remedial efforts are made to improve the 
system, no further AID funds should be releaed for the credit program. 

In general, the AID credit program should work as follows. Operation Haute 
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 basis, 
withdrawals from the account should he used to purchase such off-farm inputs 
.as-traction---anmals (oxen-),-- imp]ements These inputs, .......... - and .--- ..... .off-farm .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 AID credit program commenced during the 1980/81 crop -season. Since AID 
did not Indicate hew the program was to operate, M1 52 million (.':86,667) was 
withdrawn from the AID oTerating account rather than the credit progr'am to buy 
traction animals, Implements, seeds, etc. These inputs were then sold on 
credit to farirers and blacknmiths in thne Haute Vallee region. Repayments on 
these loans were collected by Operation Paute Vallee and reportedly used to 

pay its operati -n expenses, though th. s .ould not be verified. In view of 
Operition flaute Vallee's poor a-counting practices, It was impossible for u!s 
to de'ermine the amount collected on these loans. Therefore, in our. vl ,w, the 
USAID ,-;hould attnei.pt to obtain :in accounting for repayments on the IF 52 

million ( 36,667) and have the repayments restored to the AID ciedit fund. 

In April 11981, AID released' MIi 29f, million ($483,333) for the 1981/82 crop 
season. Pursuant- to USAID guildance provided in ]mri :entation Letter No. 4, 
Operation Pia:te Vallce was to have opened a separate bank account for the 
deposit of the crc 'it funds, These lends, however, were deposited into the 
operating account. A separate a2._'ount was estabhlihed In July J91. Though 
the Operat ion subsequent] y diverted funds from this account to pay its 
operating costs, the funds were later restored to the AID credit program. 

In reviewing this account, we round that MF 273 mill- en (,$455,000) was 
witlidrawn and coming] cd witIL Uhr Operations own funds :o procure fertilizers, 
Iplements , etc., w.hich were Ih,.n prf'lded to the farmers in the form of 
I oars . When repaynents from the 1981 '82 season were made, Ope ration h'aute 
Vallc. arbli rari ly dete rmi ned at, amount to be appl icable to the inputs 
f inancod from the AlD credit ftnd, The Operatio-ii't; financial reports indicate 
that repayments of MY 132 :i!1ll1on (1220,000) were attributable to the AID 
credit fund. Of thi s amount MF 100 mi]Iion (;166, 667) was depo:;ited to tile 

account, on HFAll) credit }ase,! the Operation's calculations, 32 million 
(53,333) should still l'e deposited to the AID credit act-ount. USAID/Hali 
shoild t:hrefore recover that amount. 
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The USAID should also obta.in a detailed accounting from Operation Haute Vallee 
for the MF 92 million* for which no accounting data was available, If the 
Operat:ion is unable to provide this data, Ilen appropriate refund 92tJ on 
should be taken to recover these finids as well. 

USATID/ali has restricted Operaticon liaute Vallee from using the funds in the 
All) credit account, This action was taken by the USAID s,,:I.nce it could not 
certify that the Operationlhas an acceptable system to control and account for 
the use of AID credit funds. In this regard, we concur with USAID/,ali 's 
action... 

Our comments on the deficiences of Operation Haute Vallee's credit system are 
preented below. 

1. Procurement of Input.; 

In re\vIe.i:ng Operation Haute Vallee's records, w., found that the HF 52 million 
providpd for the 1.980/81 season were used to proccure the following items: 

MF (Wlions) 

Animals (oxen) 1.9 
Farm Impiemenr.s 10 
Paddy Seeds 1.8 
Other Scz:S 3 
Blacksmith MaterJal1 2 

Total 52 

A tot. of 80 teams of oxen . procured. In regard to this peocuriement, the 
filnaociul adril,:or reported the fo.lo. ng in his A;.ual Report rf 1981/82: 

U • * Purchase by OHV of the animals was hegun 
late and rcs, il:ed In poor quality animals beinf, 
purchased at elevated prJ ces. In dl sc.uss onz
with USAID anthrcrtoi og Ist , the Financial E>prL 
has been told tb.t most farmers in the H!;:uL.? 
Vallee feel that COY paid too high a price for 
the anfimtaln. The average price per animal was XT 
1100,00 ('l83) while the farmers have stated thcy 
felt the true value of the animal- was more 
ncarly MF 75,000 (';125)." 

*NOTE: h'lis balance obtained as folJows: 

HF 273 mtlion Released 
NF(122) miHlon Attributed to Repayments 
MF( /9) wi lion Fertiizer no: received 

IIF 92 r'11ion Total 
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For the 1981/82 season Operation Haute Vallee procured MF 233 million
 
(,t88,333) in fertilizer and MF 76 million (,tl26,667) in equipment. Of the
 

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

(181,667) from CMDT and MF 4 million (t6,667) from SONAREM.
 

The procurement from FCAER 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
 
f -- t
 .. fuds....The AmnuItitbf MF !-49 -million- (8l,667)--- paid7-, or-- the--245 7- tons -no .
 

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 agent for SCAER in selling agricultural inputs to farmers and 
collec, ing the amcunts due on those sales. Any losses or non-repayments of 
loans were borne 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 
aricultural 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 .if materials on hand should have been made. In addition, the 
outtstandirg loans due from farmers should have been verified. This was not 
done 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 . . . . . . . . 273 441 

1,089 
Inventory at the end 
of 1981/82 season . . . . . . . . . . . 432 

Sales 1981/82 season . . . . . . . 657 
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Sales of inputs for the 1981/82 season reported by Operation Haute Vallee were 
MF 342 million (.;570,000). The above computation discloses a ClisCrepancy of 
more than MP 300 mil.ion ( 500,000) !n sales., The condi tion of the 
Operation's records so bad that we are unable to ascertain the validity of its 
financial data. Our test of its ending inventory report for the 1981/82 
season, for u::ample, disclosed HF 5 million ( 8,333) just in mathematical 
errors. 

The....Operaton iaute Vleecredi t..sy stem isdecentrali ed with. controliat the.. 
lowest organizatlional level, that of extension agents. The extension agent . 
required to maintain the inventory records and the records on loans and 
collections made. 

We visited severai extension agents and found that there is no consistency in 
the maintenance of the records. Records for loans to farmers were lacking. 
Amounts collected! by exrtcnsion agents and remitted to the next supervisory 
level, the ZER, could not: be verified. Records were not: maintv;,ned in a 
manner so that amounts in arrears by farmoers could be determined. 

Operation laute ,l lee's credit system i.s presently Inadequate to control and 
account for tlio t;o of Ali) credit fund., The financial advisor is .-ndeavoring 
to introduce a system of records; hovever, much still remains to be done in 
thil respec . Even wi li the introductioncf better records, we quest.on 
whether the s:'tem will work pripcry. As stated earlier in t:,s report, 
there are no internal contr:ols %,hen the administration of th, crei t program 
is conce"t ra tL-Cd In o.I IId:J' dua]I Moreover, with a 1l the various 
r.C.roi1)1 litios placed on t'1 e::tc.,s.ion agents, It is conjectural whether any 
systcm of recn, , however well-des. g'd, will be pr.perly maintained. 

Co,:c 1u 5,Ion.s and ,econ~:;una 1"ionu: 

Operaitlo. ltlauf Vallee 1]acks thle aCcounting capability to account for AID 

funds properly. In regard to thoso funds provided for operating purposes, tie 
accounting respon:;ibillty hl.,s been ssi gned to the Cons-l tarnt 's financial 
advisor. In our view, effo rts int,,.t bh undertakic, to recruit a counterpart for 
Olpea'L-ion llaute Vnllee to who.,I those responsibilties c;n loe reassigned. Prior 
to i,;suanc2 of thiu" report the Il0AID .i-formed us that the Operation assigned a 
qua'iffed 'MalIan nccount.ant to be t. aI ned by the fi nanci il advisor. The 
reco->!rendation related to this fi,zing was consequently deleted. 

Report:ing on the ur:e of oprating funds needs to be improved. Reporting on 
the use of All) fvnds advaiced to the Operation ;hculd be performed monthly; 
however, reporti:,g' Is sevrral monthr; :In arrears. Advances of All) funds are 
thus being made hou. obtaining an accounting of prior advances. 

uderaLion Hiaute Vallee failed to establish a rcvol.v.infg fund for repayments, on 
loans made Lo exten,si on agents for the purchase of mopeds. Repayments 
total g M)" 1,5,159,',96 (;75,265) ,,re thus improperly ur,-1ed - to pay its 
operating costs Intercs[ earned o.i All) funds totalilng MP 855,436 (1-1,426) 
should be recovered ,nd deposited ro the appropriate U.S. Tr. ast",,y, account, 
and refunds of MF 1,566,100 (.2,610) received on the return of tires proc'ured 
wl.Lh AI) funds were not reported to USAMIIrali. 
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The accounting for AID credit funds is not adequate. The credit syi; e is 
decentralized W-Jth aduilm'stration of the progiam bein,(4 per formed at the 

extension agent leve]. Few, if any agents, are able to adinister the program 
proper]I N Records are! I uco ip ete and not properly mair,taJ Led over the 
inventory of inputs, loans and repayments made. The sny.t...i as such is not 
audi tab]e. In Recommendation No. 4, we have recoutmended that efforts be, made 
to rea.ssign the accounting for the credit progra'l to a higher organizational 
level. This vwoud also establish internal controls, which presently do not 
eJst in the system. 

A detailed accounting for the MF 52 million (e4;8,667) 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. 
AlD funds in the amount of MF 49 nllion, *(81,667), which were used to pay 
for fertilizer that was not delivered, should be recovered and deposited to 
the AID credit aiccount. Also the MF 32 million ($53,333) in repayments 
attributable to Ali) for the 1981/52 season and not deposited to the AID credit 
account. should recover . detail ccl should obtained the1e '0 A accounting be for 
MF 92 million ("l50, 33) for which no PcrountJng data was availl bIe. A-,y 
non--payr'entr5 Ope ,tion !autc Val 3ee is unable vo support should be rccovred 

from Oper:,tion thi.:uglh refund action. 

Accord rinp,,y, 1-1C rro ,Mrelnd that: 

11ccoi ,enda t oil Jo. 9 

USAID/IMh)J shout]d iotlhol d further advancu3 fo,
operatIng fiulds unt; ] reporting on the use of 
prior adinccs has beeri brought up-to-dave by 

Operation llaute a.lee 

Recr*:';sndeJat jnnINo. 30 

USAID/1"ali sliould reque st Operation Haute VrJ]lee 
to e tabli-ih a revolving fund for tike rejviycnts 

onl Mop(treq and reco,r the NF 45,159,296 ( 75,?63) 
that: was irapproprJately t.Fed by Operali on hlautu 
Vallee for it; operiting uxpensOs. 

RecorvclidatVon H~o. 11 

tLSATUP1,/M., should ruqucst Operation Hlaute VaIlee 

to return the MF 855,436 (-1 , /126) earned as 
interest and dieposit thr: funds to tile aCcolL of 

the U.S. Trea sury. 

Ilecor'>!wiednt ion o 12 

USAID/Xial I dhould rocover 1-11 1, 566,1 C) ($2, 610) 
whi+ch Opra t-lon 11aute Va.ee received as a refuild 

oi Uhe returir of ti.l e.s pwu cha<ed witll All) fund s 
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RecommpiOJndI ton Nr. .3 

USAWI/.i 1i shou ld dote ri ne the repa'yments on 
loan; maule th AIl)',s MF 52 rnill ion (0:.6 ,667) 
rel, a ;e otor th 1 O/el e:;o oe!tThos funds 
shoi ld , dopu it , tto ttli AID e r,! it fund 

accnhilt. 

tRcom:lm ,',i on ".o.It 14
 

USA l)/>'.i i shou,ld rccove r :he i '1F 49 inL11.ton 
(181 667) in All) fundis used to purchase 
fert i i:'c wlihl was; not delivered. 

Pft(7 o:-,,: ton :5o. 5 

USAIP/i>tli sW, Id (I) ocov,!:- ;-1he FM3'32 ml 1 Ion 
(.5,3, 33 ) in r',A'v nt tihit ,e rit ion Haute 
Va I..,;,. . A ) 'rdi: fund; (3) o r:,in a 

elt~ii l.u! :'', H , t- "7 ) :: iillion (0 l'3,333) 
it -!!-* Li; 

fO r; A., (3) r, ov, r t ,:;,, ,, ; t; tht the 
Operat io:is uinhl to ,orn;:zent. 

tit P; ,ril Vil. not ;ccounted 
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PROI01,YTS WiTIHTD-FWACLED PROCUREMENT 

The USAID a Igned Op 1%tton laute Vallee host country contracting 
responnbilI ty without asi-e,sin its capahili.ty to perform thetn. The result: Is 
that tlh Operati on ha& performed those responsibilities poorly. The USAtD has 
compounded this proble.I by taking a hands-off type approach in ,onit:oring the 
Operation's Iplemmtation of these responsibilities. 

UP."of lost Cmntrv Co,t-ract! Ip Mode is Que.ntlonable 

AID-fi nanced technical assistance has not been full: and effectivelyI 
i itIJJ .'.id. ThIs t esult , in our opinion, stems from the USAID decision to 

assign Operatlon i tte Va]lee country contracting responsibility. 

All) Policy Deteri;nntion No. 68, )lost Count0:y Contracting lode, encourages 
that the host countries contract for AID-finaticed goods and .services nec-essary 
in tie implementatl ,n of bilateral projects. The objectives of ,;hi s policy 
are to reduce AID staff participation in the contracting process and tLereby 
improve host countries' contracting capal,'iity. 

Under the host c untry contracting moe, Operation Haut, Vallee was ansIged 
re,3por I bl Ity fol roerultingi the servicer :! the Consultant. In ,ecruiLi ng 
the technical. assistance teamm, the Operation was suppo~icd to obtain the 
serv "e of a crcw It .;pcc.Iallist. The Project Paper recognized the ;:eed for 
this *pecalist because an effectiJ;e opcrrtiiw credit program was ,etadnd as 
cr1i Ieal to success of the project. Operation Haute Va]Ice, however , cid iot 
inc lde a crcd it advisco' in tho technical assi. tance team fielde' by the 
ConuWtant,. '"cr has th1 Oper',:oi, ,:,Jste0 that te projecL consultant provide 
an e:p-rjenc-d roplaccnent for the 0hie:f of party 'h,:m the Operntion reque:sted 
be recillcd 18 v,;ths ago. 

A recent AID evailaation noted lhat the Conrml][ntl' performnunc I beenhas 
dit.,appo.nttlug ;, it] provided \'(cry l.ittle a. sistance to the Operation In ge-ral. 
plannin- and :smproveent In our view, this result evolves from the 
Colimsi tant 's advi r;r:s being I reated i1k enployees of Opera tion aute Vallee, 
thin ..i ag subjcct to the 0 1 x:ratio:,' t c.al contiol, 

The Consultant's reports frequent1y rstate It has no voice in project decisions 
nor leverage over decsion.,s. or act lon.s It deem:; to be unwis. or uni.nformed. 
It c..n only provi de a;sfsiaice i.n those arem; spc fical ly requested by 
Oprnation Haute Vall . Ore re.,ult is that the financial adv',nor has been 
m1;,dc project ;Accontant: . Anotlher result is tHat the Opra t on has given, tile 
Coiultant d irect ions 1h.11V llre contrary to Al1) regtlLit Ins and project 
object Ives., The Oporr,!tou, for example, has 

--	 Pequircd the Consul tnt's techaic to I.pend at least ha]: of his time 
repa I rng perronal ve1hiev es, I ncltuding the car of the Opeation's 
i)1rec sr and thosecof hi s friends. 

Reas; Ifgned use of project vehicles, giving them to various elff toals 
of other GO, enftIti,,;;, and 
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etI commodi.t.i 
i r-;IC tors Intvd for Iork at the Bancollmania Polder whchlhmay Ite worn 
out: 

tIs,;ed pro ' ,. for personal use, an examnp.l.c being th' threc. 

from private u.:e prior to the stort. of work at the po.lder. 

Opcrat-ion ault-o Vallee has been very sensitIve about any di.rect :sintnications 
between Oe Consultan, and the I!S,.* ). The ConsultaLnt har attempLed t:o dovelop
dirt e coo:o I c; Ii ns with USAl'3 on a conflid,*,itial ha sis. One soe CongulLltn t 
report talc'd that Itwas; aware of the problms that existed ni the project:
and .ad ..!..!-d tno LeanlSA!).. n!foled.of..lem " ed er to a (1 in overa. i .. 
F'a cf1n' n II Ltio.. ,rf howe vc, r, tha. suc I com-wai.i cat i ons we re not aI 
('COat ra ohl I on that Lotla] gatI and ro ferecmc the act ion could be col -ptir n: ,;Ing, 

The se in fi-,cqtlClt lE Prtd't hatWi'.c),the: alnd US/,iDanrJ C'om:stil('at.1018 Co~ltlflitnt " 

have led to ;1 lrick of t.mel.y Informatlon which, (o:T)bjn0Cd wit:h tle USAID', 
•;f,- lfi g ;,rohl rw;., aeo; not nltoed the UVAID to kcapl the project firmi.) ,l
 
t rae 1:
 

AlI) policv re,]itre., that the 1Pr oject Pa pcr contain in aIosesr " t ndicaling

~h,'the, tI_, 
h-<t con,-ry Inst it etion doea; or does nft have the capability in
 

iMPI (, I lIit,t i'o t c I '11ryCr)ll' r i- uloi - Our c t w, o f IlaIte
00 ct 11 ltI th l Va1]eO
 
Proj#, i'aL.,r d1' I ,.,'d H l:tI e ml orr:'a;ti tOi t- wool,l co ;stiL ut. tl, equrrl
 
N (l 5O' t of I . i l ity.
 r, ,-,f ( r 1. ,' capa 

J ou1"r V, , Op riti-on 1:itj' Val * . ;:oulld not IVr' l',,n ast;igned host count.-y 
(.(All!. 1~ t l'a 1 .]}[tt co.-;, ,A:- I 'port ,how,thal ian;gc'rie " ,I;' auc i 1.,cv
 
of th. 1-t. h -btA'll c: y'. re Il ill,; in the '.Iadcqt'ate use of the
Op on hren 

Co'" 11; "' tr\' 8, . The J)U I-I U.t i 1on to- a 'L-. r"n by yoc-lr ui sOLa k c.
 

I a; t cer:f; t:o I ce ca.:e I n th I
,t V!L pr c h ,-n be tahe;n )o f r ihi ch o' 

lnIV0r .n's (~ ~ l1 ' c' I e C' t' 

cot i 
nid.r . I 1 it ; t: cot-li r." contr,'(ct I I " 1,.015 , the Op (ratIo 1, aut1 Val .ee as 

F; i ; r,' T,)r 3' i for e.nv ut i "I coiO I' t , %41 IL vI II,ii ' . 1 ' rl 1-v, '. 

'ihaI luSA 0'I . rvi ("I of 1os ('()Llt ry l 'C, ' c1* rat L Is la s 1 1 11'n d (qu.]te. 

,f , fi. , uovhr r of cot it r; t wore draft d(oIt,.aod ,,',t. by Operart1. on 
Poll (I Va 1 11,J , for ";lcl actL i v "tI e. ; a c c)r:r ruI t1 oi cf Io,- ; 'nd I n 

SiI:; L at i ( h i.I !I n, 

Ili I'-i Vo C . tl ';r' c ,'.. ! ott oie y I I t toe c I i rIC .t ( ti]LI 
S.;y 5;1 ..1- %c c la'tu:-, and p1' ''i J , t aAl 1)0rot ,L on r. I ; o Vlh's, p,''poc. of th 
cool ran! 1 ad 'i, too pr,.ect pi na, . A £oP .i C]ti:',' mc t ..,d tlo Lit'c,, Tin t 

coil 'r :, :,';: "'if Im writt .. ohblc tivc,e ': roc., ived %,7th it i0 dayv In 
v r, ' ',tI;i ' l a;, tIL(,n the irip:fa i wonI ( he considered n )p 'ocI," 1.1 ly 
a('0 1 - .. t.h:, ";1J) OeV'od" , n for (t1!; f ai. led do.;f'J USA.I) varil i'ensons to 
allYt hilr,. 'tio ro:r-nl 1; that cert-aii act vIvt,es ,', CeflC tedt, ' olt)rary to 
prp)-c I I -11!; I-; I!I' n s ral.J n" (ilog for w',I c I 1 90,0 ()'t11t :i1 adt 11 


h d if 1i 1, 1," o. . IiV i i' t. 1 I !.- s;L s rtc
Wa': tI"Ir' ' i* n! \a; l . f :I' (;t. s11lo , i 1*1V 1-., 
wit.)i a l wco, I:'!' 11r1 u'' l I ,g con:;tr,,' t fd i f; n 't1aborale two-story odl flce,11 : I. 

..... '1V1i v,,1 hi .('Jlco it'- I0 n,10 ,,(lII]nt I,,; one of 
I h1 1.I-'; In ItBr.', 'r- . Another e:;tple I ,' road c t rtI l.t Io1. a1"der t h)e:;,.e 
col' rd-ei I t 

I, I., " "i W,'} Cl o '11-,i1Id iw 

I'l.h road nI; , .d. illd 
c o I1 '-ta ad1 

mili"l I c Ia i1;p 1 I 1)1 annIed h.,: been 
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In our v jew, the USAID ,hould review Ial. cont rtc t to Onsure t hvey are 
conistent wi'Ith project p1 nl; * in those I ntme, whre the USATD .acks the 
legal Iknow ledge to draft, review, a lt/(..: a prove contract: provisions;, It 
Si)lI call uol theQ Iegal. a;'I contrct.i up, resources of the REDISOiWA located 
In Abid.jnn, Ivory Coast. 

ProCUlnCrlen t Chau, ,hould tieSh. locme',if:ed
 

..hnge,; _to.. hl appro.eld.prorement p3,.ns should.he doctmciited , . 

ALI procurement wndur the project ,was nssigned to Operation laut:e Vallce. 
Under the O!,erat. lon't; host: co'ntry cont. ret WWIth the ConSlltant, Lotos Berger 
Internat i on.dj the Consultant was assined responni lhfity for procuring and 
vnI;in1, I ng the pro "ct ' s pare parts. Operation lautae \a1. c suhsequen,. y 
voccihed, hovcver, that it would facilitnte matters hy having the USAlD pColoflf 
the off rho e proc;:cut,. All offshore procurement v,.s conseenri itly perfoxi-ind 
by lie lISA 1). 

In revicv,; n, off:lore procnremocnt:, we found that the Al)-flinwrred comtnocditi n5 
%ee m p ro in i,. t:h s I veg,,ne r 11 v o red con f or riwe AID' coripe LIt biddj ng 
requi I ,;: le n(tcd, however, that the proclirement occasional]y de,'iatted 
froln the )l7C.re,,:;it. plan oitlined in the ProjecL Paper. Ther.e dvilIom;, 
which ' .'.' nof! tu tcd, re-mitvd In some.: al it c,,s being cxceZs t:o I he 
need.", of ili.' projecl1. 

Th(,i -Ijc d,\' 2.:It . I con2cu I I'ie(lI tihe del e i c of an in It l iaI sjppl y of spare pnrim 
for "hV epi pmiOt and v'hi|cI ,< fi,'anc( 1cby All). d;ltic1,ati o by thhe USAIl) 
v,:-w . I omu l:c, rat Iuaa I ;ib1 t !W: Cdtf fun the :;pa I p ir d. Iivvred byir -uitd 
Ie .u,-;. ,.r; wolt n,01 the on,"; neede.d or even usah.le and taLt ;uch a large 
,ippl. nqu ' .q . f; .'eret(;WI an : ,;ta si oral. Ilit y with ttlilled personnel wh cli 
not avai table u. Lite It ierefore, to eu prrject , wat;, dec;eaOCl re(plii the 
cqui[p:tlnt. t;uppliel's to 1,:ve a locn dealer represe',l.ua;.wIve iII B:,.,-o 0h .w'ould 
K clv-1r!.(-,! cli at.-.! Su,;];y of ,qinipcmnt.t.t n an luql.. spare prl:s for the 

The I\.',ov)(ir it (."nr,fInanced under i.li project vwere hcavy equipment from 
C'lter'iiI, itnn! v,!, Ici from lo cr ati I B ,arvc!tLcr . In pen1ral , Lhlre ha\,'e 

. I,'h ' C;,1";l,1 hI pm(-n!been ,ow ) li:; ui i ,e t -16ii l r i;,.'n . 'thli ; t ha., had good 

!011-0 part sIuppo r from th,. Iotal dic 1or 4n 1',l-ko. '-,e InL:ernat Ionz.: 1 
.i\:,. I r ve!i I ; v ,v r I had I I'ro s and II;ver% ,,.\,I- hoe erI ouI Ii TIC ClICC i, eull 

cen poo,i. luport cd 1-, lie ocI I dealer.
 

1'mee nil'' .X (f lio follIrf-t' 1 I t.ur 1"Inat a)l I aI rveste VvehItI , re nol:n tJ. h; L c r C. (- s 

i duoo,' t o 1 ic: of fil-':; to obta II ,,p- par . a L,i rc ats, As resulIt t he 
been , noreCoin t tl lar; ree lip "'01cl c ntat c ,;t to Ihe projc'ct o1 t:lin NF 

on , I(,) 1n 1Fetuiry, 1982,2 ,5 ll 11on ( v ont!1. (In Consqultant' veliclelh, 
rental hi l1 (,:,,,, d 111' 4 m:illI ). A Ithe Limn of our revieow l:he USA]) . 

pl t Itselt.'iv. bhl:u oi 'rotir(Ief for a f;wo-e-:ca r supply of spare ports:s. I's onr 
oplli ,n Ihb'', tile ': i nvol\ed In t:i ,i dv ;at.ion could have bcen obviated 
had tli, U..1D c arrfultl, revfm d wil,-lto n and :,I)C( I-o -ece thie l requt rcd docil, t: 
inl net al It ns for dndt,-tihp from the proeurinmt plan.'a*0'' m 
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Colnc ]l son" mnd eoentimaenalitons 

In giVlug Opera ti m laute Valee host couwtry cont racting r.-sponsibilities, 
the AID-financed technical assi Stancc has not be used effectlvel.y. Reflective 
of t:his Is the Consul tant: 's lack of voice in project actions It deems 
uninformed oi" unw.ise, This ineffectiveness of the Consultant in project 
minagement, co.i ned with the lack of USAID project management, has resul.ted 
inl a men'dering of tle project. While agreeing In principle with the concept 

.. .of the ho,,t country contracing mololle qu, ti onti UTe en t lte hogt 
Countt ry i nsti tu t ion clearly lacks the capability to admini ster the 
respon, Ibi 1it os. There fore, in our vie%', when projects- are designed in Mali , 
the ose of the host contract.ng mode must be justifled based on a thorough 
a,,SSeMelut of thi! "lost Country's Institut.ional capbilities. 

Operal ton }IlIute ',.a 1,e has writ ten and negot.Ia Led contracts with various 
govern,;ent agencies and local firms. These contracts have often not been 
revi ewed by the l'SAll), though they involve substantial conmi tmnts of AID 
funds. In some cn:s.e the purposes of these contracts have varied with project 
objectives. A1] contracts, in our view, should be reviewed by the USAID, 
using the re:zoiirces of the iEDi)O/WA whe'i necessary, 

The S A 1) de let. ,n of t1 of fshorl- pro :O ement of plre parr s for ohe 
ATD--f hi:m ced equi pmenV and vehicles was iot baaed on a full assessment. When 

-,ch.:ang, are ;.aode In procurement p1ani,,-, the USA TI) must ensure 'i"a 1 1 .e!;e 
chang r'; are f1I I y justifled and Slipr)rte'. 

. haveAcc,. rd u, 1 ¢,_ we reco .,.",dead that: 

hV.(f)5],(-dgl1t r ho.on 1 6 

LUSA ID/Mali shoul]d esLablish admi 111 S t ra t :i.ve 
)r c cu res to ensr,re t ha t a, 1 ho; t coui t ry 

co)it rrIr ts f innaeied by All) are reviewed prior to 
re c i vi.ng aplproval. 

1,(..e . n d ll: i;i ',o. I 

US AI D)/M:f I i :oholtle e,< l'ab) sh a din nt L It I%10 
procedires to t a t s j.gniI |.elsue hI a|1 ca rtt 
mod i f Ica t i ons of projOct plals a:e fully 
jiistLified and docum'ent.d. 
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All) I'TOJECT N,.NAG17EM IT HAS B3EEN POOR 

USAID/aI.inI',' ;l',,icgemet of the project has been deficient and ineffective. 
This T,ack of effect:ive USAlD direction and guldance in part expla:i ns thu 
aimies-. manner in which the project ho been implemented, 

P'ojeet mallagemenlit has been described a the process whereby AID overseas and 
iroitor's all asper:ts of an AlD-financed activity from its conceptual: ;:ation

"throuj/;l1 Ls deuiJ gif a ipirova] , funi n'g;-Jliieenta a'ndlevaluion~6...... Pi:0jcct ....lLtion 

imanaentlsl( is a Contiti onnpass1 llg the role s and I ntoractiols of AID
 
assistnce "e .1pilts and Intermled iarios such as contractors and grantees.
 
Vryi ng willh thc. scope ;lnd complexity of a managerially accepted oversight
 
mothod.;" and n110hi Those .include approval of prescribed activJ.L [es f
o siss. 

the asn ,stnnce recil ient, in.1son with the intermediaries, progress reporting
 
probl]mi 1(ent. fi cltj on, .ite vis its and approval of disbursementLJ. 

In revlev.W the AID managmenl of thls project, we found that virtually none
 
of thiiee responsbilit i es were perforoed effect.ively. One e>:ample is the
 
change.; Lhin were made in the project design whi chi wer e neither ju.;tifJIed nor
 
documelnted. The fe]l. oi ng co:ment ; frovl tihe EvaluatI: ion Report are instrwl'tivc:
 

"]ru- have beC:n a number of devl."ins 'in project. 

p]:Lis, e.g, a n [ma] Itraction, roads, bui .d i. 
coil!-!, lict: 1oil, cred it. In a i Li , there h ;. 
bLe-t de lye d ,act I on o .mac t J.no in d e; nse1s 

Con!: ro] f.1c ona 1. andtnI 1 " era c y Ba n(coui 

rol bM t i o i 1Ti-,nonc of These enases dcc s i.hi it; 

a ppea r thnV the ind of anI lyi; I s dI sc um-.cd 
preceded vihe decis'ion to rodify orig inal pro.iect 

plains. Ill so:wl cases, it appears itL decisi o11 
were i lIi If ral .. Iii ny case, they warc not 
pr'ope l.y docmtnLed. 

As a resi 1.t , theLe has; been consile rald e 
modil Ifcat ion of tloe orlgInal project, apparently 
wt lhou t the cocurrenc! of the re vpons I Me 

parli.ezs, thei lii nM L, r USAID /I!:,ll n. and Direct:or. 
best thi s ref1ect-. sloppy vina p,,:.,mrnl practice!;; 

at worst , t In 1115 caused delay; .in J)roject 
J inp] e'enta t on and ri shed C:hiu achi evelient Of 

proj ,crr. t,, o.bj cC co I Pe : l y it would have heen 
a vol d, d wi. Lh proper uann Jnien nope r.vis. oni 
particularly oil the part of ISAlD." 

Anoth iler n; Ick evaluat-Ions. is a ]hey elementL ofexale Hlie of Evaluation 

the A) irt l As h, evautontions e 1l tomamng e proces,*s. soc the -r ininnagerient 

appraii s, w\hetlier the actLvit.i ,, are mee:Ing it's objecti'.e s and whether changes 
in pi ilusare lo Thoui a are, andnecessary. rjeglair evalhatloi requlred a key 

velemn nln (.": the m:ianagomtn: procev'; , we found timI: oly Olle evalatioll was 
recently performed and LhaL evnlilat-1on w*iJ of quest.illonable val lto. 
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The followinV comments from the Consulltant's annual report describes the 
situation best:
 

USAID's inability to _et policy and make 
decnions was the dominant consttalnt of the past 
12 months.-The maln reason why decisions were 
blocked was USAID's general lack of knowledge of 
the project. Since they did not have an official 
-projct-ma nager fo-,-- almost - two- years-' :thre -waw 
no fami.li iLty with the project; therefore, every 
issue , no ma t r 11ow Minute, needed to 1)ho 
studied.
 

When forced to make a quick policy decision, as 
wit:', the crcdit program, inappropriate policy was 
the result. 

The evaluaticn was an ,example of the USAID 
approach to date. There were a large numb',r of 
experts who had little to no contact with the OilV 
Dire:tion and the technicnI assl :;tance team who, 
,o netheles;;, wrote r porL s on the i r Impressions 
coneerning their respective fields. Though the 
f.W ai diraft evaluaLti on was accurate on som,. 
points and quite even-ha,,'led, Its credibili t was 
put into quest ion d,:, to the poor mcthodo]lgy of 

•the eval.ua: ion team mnohder;, 

As a resul t, I bough the evaJunLion has some key 
rec o:mend iIIons tihat need ilmmed.i. I e a Mtent ion, 
the flaws In its approach (and general U~SA! ) 
operational delays) hive cau ,,d the document to 
he ahandonned." 

,SADHnJA:; mnag,ment. of t1,s project can only be chnracteri zed as 
untsat ,,;fac ,ory. A/'Ua.shinl gton nust shhare some of t:he responsi i ity. II 
WKinry 1980, tihe projeci off icer initially ansigned to ':he project was 
tr, 2,fr red. Wtin:1 .uigOvember 1981 was AID/Washington aile to recrul t and 
ass ign P now project officer. During tiis lapse of 21 months, otLaer 
USAlA/flal personnel had Lo cover the project and their own renpnn, ;ilh.l ties. 
As lin; report; ndiical cs, this arrangement was unsLat isfactory and resnited III 
a lack of needed USA I) dirc, tion and gui dance. 

In November : ,g91 , t ie new project officer assumed responsibill ty for the 
project. II Ilay 1982, thi s USA]D officer was elevated to tie position of 
Assistant: Agricult:ural IDevelopment officer for Crops. 'fhis officer will now 
have muItiple dut:i es including that of project officer for Operation Haute 
V/Ilee. In view of the many issues and problcmts confronting this project, we 
believe thai the attention of a full-time project officer In rcqu[red. 

Tlis I-n rof: Ihe oly pro j e, t II a ii j-hat has not been properly sut:a ffed and 
managed. This problem was touched Upon In our and tLs of the Action Ble 

- 39 



Project (Audit Report No. 0-688-81-139) t.d Mall Livestook I Project (Audit 
Report No. 0-688-80-67). it SeCems clear to us that the poor performance of 
these, and perhaps other projccts, in Mali is in part due to this lack of 
adequate staffing. The recent Evalu Lion Report, despite some of its 
weakesses, h':s some very relevant points to say on this SUl)ject. Below is a 
partial exerpt from the Evalua:ion Report. 

In 1;1I, and apprently elsewhere in the Sahe1," f
( "y"t-[-, t
-b t'. ' __.......................................e _I-_"o- "'r _ ' f'.J-"_ ................................

AID _has hoo-bcn_ 0ryi , -'todo 11-ore with i less for a 
number of years, and the results are coming home 
to roost . There is now a mad scramble to 
initiate financial training programs as a means 
of "nelioratlng one of the mest glaring and 
consint!nt problems raised 1n )roject 
eva.uations and other assessmnenCs. There is a 
real danger that senior AID management will 
conelu-de that some fi.nancial management training 
for .;l,'cted host country nationals and more 
Project Imp]ementatLon cour:se, In the field will
largely so] ve th1e problems ed.ra i While both 
of Lhrsu training courses are badly needed, it 
is hi gh time thaI: A 2, Admiini ;;trators, 
Ambasaeors , Directors of Budget and Congress 
stop IJd i ng theuselves that efficient and 
effetIve AlD i)ror.ra;ni can be run without 
peop] e--qua li. icd people. " 

In our vi ew, All) must addrecs tI:, :,taff Ig prohlem. This and other projects 
IT! 'aJIi cieOrl y d.mouIst Mint 1ratneV ad oi results a *e being achieved wIthout 
adcquale and proper project maina ,gement. Fewe r projec t s may be the ans,.er. 

Conic }us,ion nd her on'meiwb Liof 

AID hn been remist i tnsit. ,saffing the project wifth a full-time project 
officer. The al,senre of a U'JA]D project: offi cer for a poe+'.,dof 21 months 
greatly coat. ibIbute, to tlc drilft of t ,is 1arge, complex project:. Moreover, 
wit the new project officer Wi'ving responsiblitic,'other as we]], ques-t Ionwe 
whefher t h s project wi.l get th)-. atl:nti.on It requIres. In our view, tLhe 
proj':.ct urgentliv needs n full.-I.' i "cprj ct officer who is able to address the 
many Nseand iprobc,em. confront iLg j'. 

Recotmnndot'ion No. 18 

USAI)/a Ii s 1 d ensure tliat adequate project 
nagement is provided for the Operation Haute 

VaJ.lee project before any additional funds are 
oh] i1a ted 
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EXIIIBIT 'c 

LIST OF REPORT R11COMMENDAT IONS
 

U,;ATD/Ma1li should redesign the Operation RLute Vallee Project 
before any additional. obligations are made, making It less 
complex by focusing on only a few activities diractly related 
to food productl on. 1 

Recornmenda t ion No. 2 

USAID/1ali should assess and demonstrate that Opratlon Haute 
Vallee ha, the financial capacity to finance the project. 11 

lRecommenda-ion 'N. 3 

USAl )/Mali . hould assess and demonstrate how Operat ion Haute 
Vallr'e's -:edit ncc'd; can be fulfilled .:i thout jeopairdizing the 
availab lily of sufficient credit fuid.s for the animail traction 
progr:,u. 11 

Reconverdat io Oil1. 4 

USAID/Mali should assess and lde ervitne how the extension system 
can be nade effective t:o just-ify the finwem.mtt of addit:ional 
AID projec t fundr. In Lhs regard, 1 should con.sider divest-
Ing tohe etLen~on agents of the accounting respon:,I i ities for 
the credit system. 11 

USAII)/tI-Ial, prior to reashing a-7 All) funds for the credit 
p1)108rm, should (a) address the p-r'nhleni of poor loan relmymel.ts 
by worllng with Operation Ilauto Va.lee c ,:stablish village 
council.; of assoclatIons ; (b) establ.lsh an ilnterest rate 
coni tent with other Mali an organizatLiois, :uch am t he 
Nati i:oJ A' ricultural Development IBank; (c) ensure that 
Operat io. IIaut'e Vallee I, c;,pnble of funding mulmidtes from 
sonrcef, other than Al.D funds; and, (d) ensure that 'r. n-payments 
are rar', a. required. 23 

Pecomnl ion 'No. 6 

t1SAI!)/n1 1 . F;Inould -sn;pend ifunding for the conot mc tion of class 
modlfiod "I" roads uniloss opprolilIate ju.l fication .i; provIded 
by Operation latiutc Vallee. 23 
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Recommendat:ion No. 7 
Pag C! 

USA)I)/Mali should ensure that maintcnance ,unds will 
provided before releasing any further AID funds for 
constructIon. 

be 

23 

Recommendation No. 8 

USAID/1M4i should assess that Operation Haute Vallee has the 
manage:,ent capability before releasing AID funds for the 
Banecoumna Polder, 23 

Recom:endation No. 9 

USAII)/Mall should withhold further advances,for operating funds 
until reporting on the use of prior advances has been brought 
up-tro-date by Operation Haute Vallee. 32 

Rcecnmmcndation No. 10 

USAID/Mall should request Operation Hatute Valeo. to establish a 
revn,lvIng fund for ther repayments on mopeds and recover the 
MHP 45,159,296 (075,265) Lh;t was inapproprtitely used by 
Opcrastion IHte Va]lee for its operatiog expenses, 32 

R,commend,-rlcion No. ]1 

USA P/Mali shou]d request Operation IOute Va]lee to return the 
.V 855,436 (:,,,42b) earned as interLt and deposit: the funds to 
the account. cf th U.S. Treasury. 32 

Recompprndnion No. 12 

USAID/Ma.i1.should recover H 
Haute Vallee received as a 
purchased with AID funds. 

1,566,100 (2,6]0) which Operation 
elund cn tM return of tires 

32 

RecC()'lmendtji on No. 13 

USAID/Mall should recover th"i., MF 52 million (t86,667) in credit 
funds released from the operating account for the 1980/81 crop 
season. Theme funds should be deposi ted to the Al) credit fund 
accounet. 33 

Recommendat ion No. ]34 

IISA.D/Mni 

funds used 

shou]d recover the MF 49 million (t8l,667) in AID 

to purchase ferLi.lizer which was not delivered. 33 

4/ 



Ree '.nndatlon No. 1.5 

USAI)/l shoul d (1) rcrv.r the Ni" 32 million (153,333)
 
ve[,)';y:wYt~ th:t ()yerait: i W)flnt \alle1 ouv(e to Lh: AID cr'ccdit
 
f ; (P) o,:,i a d 1ta1 ",'ounL inS fo r M! 9.'9 W ii]on
 
( 11,J' 13'2) hi r ('crt ion 1 V\ii : el .'l: n.t ,r ,nunt d for;
 
W , (1) r ,o ,r '11 ; w;, 1h, -it ti )].e
, that Oper icH u 


L() duc 1: nt1 .
 33 

}I',MIN I iflOn . ( 

1U . i);Si s hould ,,.<5t 4l:h ,ndfl ins.i rn- 'tive prorvduIrers to oriclure 
1W 	&Il host countryr contr;,cts finainced by AID aro revictw:d 

o1r Ir r c' 1. p ro c . 1 37 

Rec,, ,. : t ln No. 17 

S.!ID / : YI .onI, <;t- ;id11inisil -twLive O ih l prcedu)resi'O to ens-lure 
11:: al1l :i- ifi ',. i ;modificltion3 of project plans are fully 
ja i i , ,o :i (CcP, oilI ( . 37 

sv;louI]J .';i: adequate ma-oJ:'/,]iP,'N: ;i , 1.,: l'oject nag'cement is 
l'r, id,, 1w L' Operation t;ct:c '.tLt Ic t project before oav 
lki Ona I fundsO ao obliiutd, 60 
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