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AGENCY FOR INTEIUNPI OITAL DEVELOPMENT 

LIITED STATES A.I.D. TISSION TO BRAZIL 

Office of the 'ontroller
 

November 17, 1966
 

TO The Director of Mission
 

Minister Stuart H. Van Dyke
 

The Offico of the Controller has completed an exmmination of the
 
University of California contract for th3 period from its inception
 
on Juno 10, 1965 through August 31, 1966. The audit 
was performed

at the request of the AID/W Audit Division to complement its audit
 
of U.S. activities under this contract.
 

In April 1964, the Brazilian N'inistry of Planning and Economic
 
Coordination (MdPE3, 
 requested the help of foreign technical advisors
 
to 
support, train, and assist in devoloping long range economic plans

and planning institutions in various aroas of economic and business
 
activity. 
A contract to furnish such assistance was signed with the

University of California at Berkeley (UV) 
which agreed to provide

advisors to work with the GOB's Office of Applied Economic Zosoarch

(EPEA) which is under the jurisdiction of iiEC. Specifically, UG
 
would aid in developing long range and macro-economic plans and

sectoral plans, in integrating regional and state development plans
with the national one, in conducting basic economic research and in

training efforts. 
Funding under the contract amounted to 3552,737.
 

As of 2'uLust 31, 1966, seven advisors had arrived in 3razil.

They had assistod EPEA in completing a historical analysis by sector
 
of the Brazilian economy, in planning soctoral programs for the Decen­
nial Plan, and in developing a plan fi-amo modal for the l.ng range
plan. In cooperation with EPEA, thoo had been one important publi­
cation, and certain monographs are noaring completion. Training of­
forts are -c'ing ahead. Irogres, tniu; appears satisfactory oxuopt
that UC apoc rod temporarily unable to fulfill its ccmmiemon- -c bring
2 graduate students a year to Brazil. 
 cartain reports to 'ID/U
had
 
not boon £urnishod by the contract representative. Leave records

needed updating. -ccpcrating country contribu;,ions had, however, boon
 
satisfactory..-/
 

Ncrrdan Clhi'ck
 

Controller
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AGENCY FOR INT']!NATIONAL D2VELOPME1NT 

UNITED STATES A.I.D. MISSION TO BRAZIL
 

REPORT OIT DXA1MINATION
 

OF
 

CONTRACTS Nos, Y-iD/la272 and AID/la-284
 

UNIVERSITY OF CALIFORNIA - BERKELCY 

S.]XTION I - GENERAL 

A. PURPOSE A!ND SCOPE 

The purpose of this exaaination was to review and evaluate
 

the Contractor's performance under this contract, including an
 

examination of the Contractorls records, procedures, and operations,
 

as well as MJission records pertaining to the contract. The purpose
 

was further to verify that the parties to the contract are comply­

ing with the terms of the contract, applicable manual orders and
 

other directives. This audit was performed at the request of
 

AID/W, and supplements an audit presently being made by AID/W Audit
 

Division. This was the initial examination of Contracts Nos.
 

AID/la-272 and AID/la-284 and covers the period from June 10, 1965
 

through August 31, 1966.
 

The examination was made in accordance with pertinent manual
 

orders, other directives, and generally acceptcd auditing standards,
 

applicable under the circumstances. Before finalizing this report,
 

it was discussed with interested USAID/B personnel who expressed
 

general agreement with the findings and recommendations contained
 

heroin. 
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B. BLCKGROUND
 

The concept of national economic planning is well accoptod in
 

Brazil. However, it is only in recent years that a progran of insti­

tution building has boon initiated to moot adequately Brazilian plan­
ning needs. The focal point of Brazilian national planning is Ministry
 

of Planning and Economic Coordination (UEC). Operating under the
 

jurisdiction of fPEC is the Office of Appliod Economic Loscerch (EPTyA)
 

which concentrates on long-range national planning.
 

In April 1964, MPC requested foreign technical advisors to sup­
port, train, and assist in developing long-range plans and a planning
 

institution, and to provide technical advice concerning current pro­
bloms and programs. A need for advisors was indicated in various
 

areas of economic and business activity. Initially, through indi­
vidual personal service contracts, USYJD/B had provided advisors in
 
the fields of macro-oconomi2 planning, statistics, an'- transportation,
 

but found this method of meeting the noed inadequate.
 

In order to more adequately provide the technical assistance
 
requested in the project agreement signed on August 14, 1964, 
 a
 

contract with a U.S. university to provide the needed technical
 
personnel was negotiated. On Juno 10, 1965, a contract was signed
 
between the Government of Brazil (GOB) and the University of Cali­

fornia at Berkeley (UC). UJ agcod to provide advisors, who working
 

under the technical and policy guidance and supervision of EPEA, would
 

assist EPEA in the following specific areas: (1) developing long-range
 

plans and the macro-economic plan frames for Brazilian development,
 

(2) developing soctoral plans and ostablishing critoria for allocatior
 
of resources within the sectors and integrating sector programs with
 

each other and the aggregate plan frame, (3) integrating regional
 

and state development plans with the national plan, giving special at­

tention to the Northeast, (4) conducting research on basic problems of
 
economic planning in Brazil, including analysis of statistical data
 
collection and needs, and (5) training personnel and assisting in the
 

development of planning institutions.
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On tho basis of tho contract botwoon tho GO3 and UC, AID/W 

through contract AID/la-272 agcood to provide nocossary funding 

and $552,787 has boon obligatod to finance the contract. In ad­

dition, anothor contract, YiD/la-284 entailing an obligation of 

$23,537 was signod on Juno 29, 1965 to provide approx:irkatoly two 

U.S. graduato studonts par year to conduct economic studios toward
 

obtaining their doctorate dogros. Such studios wero to be con­

ductod primarily in Brazil. In ordor to finance a strff on the 

UC campus t(; rocruit and process porsonnol to be omplbyod under 

contract 1YD/la-272, contract JlL/la-250 was signed on April 21, 

1965. Reviow of the AID/la-250 contract will be porformd by AID/VT 

auditors. 

SECTION II - FINDINGS iAND RDC0TUMIDATIONS 

A. PROJECT PROGRESS 

I's of August 31, 1966, seven ndvisors had arrived in Brazil 

under contract JD/la-272. Our review indicated that theso advisors 

have progressively integrated thoir work into EPEA operations and 

are helping to develop the first long-torn developmont plan for 

Brazil. The U.S. advisors havo rocontly assisted EP.1'. in completing 

the "Diagnostics", i.e., historical analysis by soctor of the Brazil­

ian economy, in planning the soctornl programs for the Decennial 

Plan, and in dovoloping a plan fran nodol for the lon;-.cango plan. 

The Diagnontics have boon publishod, roviowod by loading local 

newspapers, and condonsed accounts have also appeared in several 

business and economic bullotinn publishod under privnto auspices. 

Through close working rolationship with their Brazilian countor­

parts and in frequent nootings and conferences, the U group has
 

boon able to effect considerable training in EP.A. ilso, through 

joint offorts various monographs arc approaching complotion. For 

example, a monograph on the 3razilian nonotary situation and capital 

markets has boon published in 0,000 copies. 
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Under contract 
ID/la-204, UJC was to provide approxinatoly
 

2 Amorican graduate students per year to conduct economic studios
 

in furtherance of their doctoral degrees. 
Such studies woo to be
 

conducted within the EPEA. 
 Ls of'August 31, 1966, U:3 h,d selected
 
and sent to Brazil one graduate student who arrived in Augiust 1965.
 

Our discussions with the Jhiof of Party indicated that UC 
was having
 

scno difficulty in finding appropriate graduate students in eccnomics
 

who could benofit from the experience of working in 3razil. Wo felt
 

that further efforts sh(uld be made to recruit studons to comply
 

with c(;ntract provisions.
 

Recommendation No. 1
 

That the USAID/B Contract Representative request the
 

University of California to attempt to comply with the
 

provisions ef Section I-b, 2 of Appendix B under con­

tract ,JD/Ia-284, rogarding the sending of 2 gr-aduato 

students a year to Brazil. 

B. CONTRACT PR"oSjNTTIV2 

SUS.JID/B contract representative for this contract was designated
 

on August 27, 1965. The e,'nract roproscncativc has nst filed reports 

U-307 and U-510 as required by iNanual Order No. 1423.1( , . 

Report U-307, an evaluation of the Contractor's porfcrmanco, is 
to be forwarded to jiD/W si::ty days after each six on-iths )criod of 
contract operations. Rupcrt U-510 is an evaluation of Tentractor's 

somi-annual report and is tu be filed with ID/W within thirty days 

of receipt of the report. 

Recommendation No. 2 

That the USAID/B Contract Representative subnit Rp(rts 

U-307 and U-510 to LID/W as required by Ihinunl Order 

1423.10.
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O. 	 CONTRACTOR REPORTS 

The contract provides for semi-annual reports to be submitted 

to the Hission by tho Ccntractoa- covering the status of the work 

under the contract, indicating progress made with respect therotc,sot­

ting forth plans for the ensuing; period, including recommendations 

covering the currant needs in the fields of activity under the con­

tract. 

Since inception, the Contractor has prepared and subriitted 

soni-annuzal reports covering the period from Juno 24, 1965, through 

Juno 30, 1966. Those reports have boon reviewed by the auditors 

and found to adequately cover the requirements -fsuch reports. 

D. 	 LEA.V RECORDS 

Appendix A, Section G-5, to the contract requires Lhat the 

Jontractor maintain current loavc records for all st,-ff mrmbors, 

and that the Chief of Partr p-oprro and submit t the1 ssin, 

semi-annual reports (.n leave takcen. Although the Chief of Party 

maintains current and adequavto roccrds (n leave practics, semi­

annual reports in accordance with contract provisions have not bon 

submitto o the Mission as required. 

locommondation No. 3
 

That the Cntract eLoprosentativo insure that the UC Chief 

of Party currently submit semi-annual reports ,n leave 

takcn as required by the contract provision. 

E. 	 COUP:'lLTING COUNTRY AONTRIUTIOS 

EPli has furnished as required by contract prcvisions, office 

space, equipmont, interpreter, trinslation, anl secrotaial services. 

In addition, whenever noossaory LPEJh has provided funds for local 

travel to the UJ staff. Talk.s with the Chief cf Party indicated 

that the GOB has provided all necessary logistic sup~oa-t required 

for the pcrforanco cf the ccntract. 
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F. INSPECTION TRIPS BY CONTRAOTGR'S REPRESUNTATIVE3 

Appendix A, Section 15 of the contract authorizes inspection 

trips by Contractor's Officers and Executives as doomed necessary, 

for the purposo of reviewing progress of the work under tho con­

tract. The following personnel have visited tho contractor's field 

activities in Brazil: 

NLI'2 TITL'"' DATE 
John 2 lac Project Coordinator November 1965 

August 1966 
Enilo Dopres Inspection Trip August 1966 

Albert Fishlow Principal Invootigator Au'xist 1966 

The primary purpose of those visits is to review and ovaluato 

the Contractor's progress and assist in clininating proST~an problems 

and planning imprcvomont whenever required. ,lthfugh nit a con­

tract requirement, it is our opinion that the Mission would greatly 

benefit if the results of thoo visits were reported to interested 

USAID/B technicims.
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EXHBIT .L
 

SCH)ODUL2 J'F U.S. ,3VISORS UNDER ITuTS 

LID/la-272 and 284 ­ i I ISTRY OF PLYJfNING ANID t'NOOI"DIN•TIOIT 

AS OF .UGUST 31, 1966 

DAT-DJ 
NMI.. LCTIVITY LRit[V:L P.IOD OF DEPZRTURE,
 

nLLIS, Howard uhiof of Party
 
Kontary & Capital i1arkot 
 7/ 1/65 2 yoars 

3'-PDN,-qE T, Dcnald Ltin .orican Trade 7/ 1/65 1" ­
-tGS-7h,!i, Jocl Inc'ustry Study i/ 1/66 13 months 

-L'OUCIT'Lil, Alan Transportation 10/15/65 2 yoars 
MciLY Samuel L(n,; ?angEc cononic Planninr- 9/ 1/65 
SiiLTH, Gordon Agricultural Soction 1O/ 7/65
 
V,',-i2IJCKEGHEd, Willy conomic ProgTamming 
 I1/ 1/65 
 13 months 11/30/65 

1/ 1/66 7/ 1/66
 
S/ 2/66 8/29/66

1/ 1/67 a/ 6/30/67
 

Sch odulo to arrive and depart.
 

Graduate Studont:
 
COLA9;., .lrancis Economics 
 8/65 12 months 8/66
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EXHIBIT B
 

LIST OF RECOMMNDATIONS 

Numbor ___ 

That the USAID/B contract Roprosontativo 
request the University of California to 
attompt to comply with the provisions of 
Section I-b, 2 of Appondix B undor contract 
AID/la-284, rognard.inC tho sending of 2 
graduato students a year to Brazil. 5 

2 That the USAID/B (Jontract Roprosontativo 
submit Reports U-307 and U-510 to AID/w 
as roquirod by 1kinual Ordor 1423.10. 5 

3 That the USAID/B Cbntraot Roproontativo 
insure that the UC Chiof of Party currontly 
submit somi-annual reports on leave taken 
as roquirod by to contract provision. 6 
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EXMIDIT C
 

DISTRISOTION OF 
AUDIT -,1PORT 
No. 12/67
 

',OPY No.
 
Minister Stuart H. Van Dyke, Director, United States Agency
 
for International Development M'ission to Brazil 
 1
 

Mr. William A. Ellis, Deputy Director (DDOM) - USAID/B 2
 

AID/W - Office of the Controller, Audit Division (C/AUD) 4 - 8
 
AID/W - Office of Management Operations, Dureau for
 
Latin America 


Mr. Donor 14. Lion, Associate Director (NEAD) - USAID/B/NEAO 3
 

9
 
USAID/B Office of Technical Cooperation (ADTu) 10
 
USAID/B - Office of Technical Jooporation (DDTC) 11
 
USAID/B - Office of Special Assistant for Evaluation (DSAD) 12
 

13
 

USAID/B - Office of i'nagoment (MGEX) 14
 

USAID/B - Con iract RLepresentative 


USAID/B - Office of i'4nagomont (AD1:G) 


USAID/3 - Office of Assistant Director for Planning (ADDP) 15
 

16 
USAID/B - Office of Special Assistant for Information (DSIJT) 17
 
USAID/3 - Office of the Controller (,ONT) 18 - 19
 

USAID/B/NEAO - Office of the %ontrollor (NECO) 
 20 
U31ID/B - Official File %opy 21 

USAID/B - Audit Division (COAD) 22 - 26
 

NOTE: All audit work papers are attached to Copy No. 22 whichn1 is 
on
 

file in the Cffice of the Controllor, Audit Division (COLD), US;iID/B. 
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