STRENGTHENING GRANTS PROGRAM--
NEED FOR BETTER AID DIRECTION TO
PARTICIPATING UNIVERSITIES

AUDIT REPORT NO. 85-06

November 29, 1984

After 5 years and a combined investment uf $45 million
by AID and the university community, AID has not
determined its short-term and long-term needs and how it
will use the universities in {ts programs. Because of
this, doubts exist as to whether the program can achiave
all of the objectives of the Title XII legislation of
strengthening participating universities and forging

an effactive partnership with AID in its program
activities. Further, AILC needs to do a1 nuch better iob
in directing the financial aspects of the program to
avoid expenditures Ior questionable activities and
inerigible costs.
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EXECUTIVE SUMMARY

The Strengthening Grants Program was authorized under Title XII
of the Foreign Assistance Act of 1961, as amended. Under the
program, AID, acting on recommendations of the Board for Inter-
national Food and Agricultural Development, (BIFAD) awarded 56
grants to eligible universities for the purposes of developing
and sustaining the capabilities of those universities to assist
AID in solving the world's food problems. AID and the university
community have a combined investment of about $45 million in the
program.

The purpose of this review was to assess whethe: the program is
meeting its objectives, and the adequacy of in’ernal controls
over program funds. It is based on an in-dep'n examination of
sevep of the fifty-six participating univers‘cies, a review of
three evaluations performed under the auspic 3s of BIFAD, and an
examination of AID headquarters administrat-ve controls over
program activities.

We concluded that management of the program has not¢ been
gsufficiently focused. As a result, a significant part of the
$25 million funded by AID and the $20 million allocated by
universities may not lead to meeting the objectives of the Act
or assisting AID in meeting its objectives. We also concluded
that controls over program funds were weak and needed
improvement.

The specific conditions noted during our review that needed to
be better addressed by AID are summarized below and discussed in
greater detail in the body of the report.

UNIVERSITY ACTIVITIES TOO DIVERSE AND NOT SPECIFICALLY
RELATED TO AID'S NEEDS

Vague Grant Conditions

Grant agreaments did not specify AID's neads and the activities
universities should undertake to meet those naeeds.,

Activities Yot Related o AID Neads

Many of the activities undertaken waere not related to specific
Title XII objectives. For example, AID grant funds wure usged

for (i) lanjuage training, (ii) student assistantships or thesis
ragearch, (11i1) international travel, and (iv) general acadenmic
subjects and admianistration. Some of these activities may have
faprovad overall international capabilitiaes, but rany did little
S0 strengtien universities to botter participate in AID projects.



Language Training

About $280,000 or 10 percent of the AID grant funds for
the geven universities we examined were used for language
training.

-~ few faculty went beyond the introductory level.

== 16 faculty and staff spent two weeks in a French
speaking Caribbean country at a cost of $48,000
ostensibly to learn to speak French. A subsequent
evaluation showed that meaningful results were not
achieved.

Graduate Student Research

Five of the seven universities reviewed used the grant to
fund graduate students' assistantships or thesis research.
We could not determine that any benefits accrued to AID
from the research.

International Travel

About $200,000 or 7 percent of AID grant funds were used
by the seven universities for international travel in
order to provide a base for a transfer of knowledge and
establish linkages. We found little avidence to indicate
this occurred.

General Academic and Administrative

The seven universities reviewed spent about $3.1 million
of the $5.1 million funds we examined on general academic
and on administrative activities. We could not relate
many of chese activities to the purposes for which the
funds were provided. :

Geographic Areas

Very little university activity was undertaken in Africa
although it was one of AID's two areas of primary
interest. AID funds werws used, howaver, for faculcy time
devoted to non-AID countries such as Japan, Mexico and
China. AID funds were also used to pay for travel to
these countries.

Universities Have Not Increased AID Work

One of the program objaectives was to use the developed
skills of universities in AID's programs. Of the sevan
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universities reviewed only one showed a measurable increase
in AID work. This university obtained its first contract
with AID during the fourth year in the program.

o Memorandums of Understanding (MOUs) Should Reflect AID's
Needs

Six MOUs awarded to date involve $1 million of AID funds
but are not directed to specific futur2 AID needs.

To improve management of this program we recommended that a
specific demand analysis be made of AID needs and used as a basis
for entering into grant agreements and Memorandums of Understand-
ing. (See page 10)

AID NEEDS TO IMPROVE ITS OVERSIGHT OF GRANTEES' PERFORMANCE

Improved monitoring by AID, through reviews of grantee reports,
site vigits, and more comprehensive evaluations is needed to
ensure program objectives are met and grant funds are not misused.

0 Annual reports prepared by universities showing use of
funds and accomplishments w2re not reviewed or evaluated
in depth, and in at least two instances were not even
submitted.

O No site visits were made to revicw grant activities at any
university during the 5-year life of the program.

o Three evaluations were performed by AID and BIFAD.
Howaver, the evaluations were limited to annual reports,
AID files, and telephone communications with the
univergities.

AID Needs to Ensure Universities Comply with Grant Terms

o Matching contributions were almost entirely in the form of
faculty and staff salaries. The activities of these
faculty and staff were very general and often could not be
related to program objectives.

o One university reported about $500,000 as a matching
contribution. About $250,000 of this amount was aither
unrelated to Title XII objectives or was not supported by
the accounting records.

Inadequate Controls onver Grant Funds

o Grant agreenents lid not include budgets, accordingly an
affactiva ool for management control ~ag absent.
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o The AID project office did not review the uaiversities
fiscal reports or other financial information maintained
by the AID Controller.

o0 The AID project office also did not review and approve
vouchers and supporting documentation submitted by
universities. Accordingly, there were no assurances that
payments were only for authorized objectives.

We made seven recommendations specifically designed to improve
AID's management, monitoring, and review of the Strengthening
Grants Program. (See pages 12, 13, 16, 17, 18, and 19)

We provided copies of our draft report to the Bureau for Science
and Technology and the BIFAD staff. We discussed the report with
these officials and obtained written comments. Ma..agement
provided many useful suggestions, and we revised the report where
we considered it appropriate to do so. The Bureau for Science
and Technology and BIFAD agreed with the report recommendations
except for numbers 3 and 5.

Management comments followed by audit responses are presented
below.

MANAGEMENT COMMENTS

Both the Bureau for Science and Technology and BIFAD indicated
basic disagreement with our assessment of program direction over
the first five years. Management stated the report reflected
some incorrect assumptions about the objectives of the initial
years of the program and therufore was based on inappropriate
criteria for evaluating its effectiveness. They strongly
stressed that the Strengthenging Grants Proyram was purposely
designed to be largely self-managed by participating
universities. In their view, universities were in the best
position to identify their own interests, strengths, and
weaknesses, and to develop ways to make their skills available to
AID. Also, the early years were meant to enaktle universitias to
explore their possible roles in AID programs.

AUDIT RESPONSE

Our review clearly showed that strong program management by AID,
particularly in the formative years of the program was critical.
In its absence, the benefits from program expenditures ware not
realized to the uxtent they could have been and the program
suffered. Five years is too long and $45 million is too large an
axpenditure for the program to drift without a clear focus on the
mutual fnterasts of AID and participating universities. A clear
understanding of AID's naeeds in international agricultural
devalopment ~as required early in the program for the university
community to raspond to thosae needs.
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MANAGEMENT COMMENTS

Managenent also expressed concern over the report statements that
questioned the relevance of many of the universities' activities.
They said the purpose of the program was to develop the
capabilities of universities to conduct AID-funded development
programs. This capability included developing not only
individual faculty members, but also each administration level of
the universities.

AUDIT RESPONSE

Under the self-management concept which guided the program
virtually any activity could be construed as a strengthening
activity. Relevant activities, however, should be those that
demonstrably help achieve the objectives of the governing
legislation. We could not make this determination on many
activities. We believe it was incumbent on AID to have
identified its needs, worked with the universities to structure
activities responsive to those needs, and helped direct those
skills toward AID-supported projects.

MANAGEMENT COMMENTS

Concarning our recommendation on site vigsits to university
campuses (Recommendation 3), management stated that visits would
be made only if problems were found during annual reviews of
program activities which would be held in Washington.

AUDIT RESPONSE

Site visits should be an integral part of AID's management
control system and should be made in a systematic way. Such
visits provide AID program minagers the opportunity to observe
what is happening on university campuses, demonstrate the
agency's interest in the program, and address problems in a more
timely manner.

MANAGEMENT COMMENTS

On ensuring that universities raceive appropriate technical
guidance on acceptable matching activities and related costs
(Recommendation 5), management said that exisitng guidance was
adequata.

AUDIT RESPONSE

Each of the five universjities we examined with matching grants
had problems complying with the terms and conditions of the
grants. Matching requirements are a vital program element, and



more specific and detailed guidance by AID is needed on what is
expected of universities. BIFAD agreed that clearer guidelines
are needed.

MANAGEMENT COMMENTS

Finally, management questioned the validity of the report
conclusions in view of the fact that only seven of the fifty-six
universities in the program were examined.

AUDIT RESPONSE

The audit scope provided an adequate baais for the conclusions
expressad. The conclusions related to systemic weaknesses in the
program, i.e. the need to identify AID demands and related
university activities, and better monitoring of program
activities. Although the examination covered on-site reviews of
seven universities, it also included extensive discussions with
AID and BIFAD headquarters officials. Moreover, we considered
three evaluations of the program made by evaluation teams during
the last three years. These evaluations included activities of
many universities in the program and reached many of the same
conclusions we did concerning the management systam jin place.

The comments received from the Bureau for Science and Technology
and BIFAD are included as Appendices 3 and 4, respectively.
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BACKGROUND

In December 1975, the Congress enacted Title XII Famine
Prevention and Freedom From Hunger amendment, adding sections
296-300 of the Foreign Assistance Act of 1961. With this
legislation, the Congress indicated that through improved
participation in planning and implementing food, nutritional, and
agricultural development programs, U.S. land-grant and other
eligible universities could be significant motivating forces for
alleviating hunger and malnutrition in developing countries.

The Congress based this premise, in part, on the acknowledged
success of the land-grant university system in the United States,
on the vast technological knowledge that it possesses, and on the
demonstrated ability of such universities to provide agricultuvral
assistance to the developing world. The idea was to more
effectively involve U.S. universities with AID as partners in
agricultural development in the developing world.

Legislation

Congress declared that to the maximum extent practicable,
activities uader Title XII shall--

(1) be directly related to the food and agricultural
needs of developing countries;

(2) be carried out within the developing countries;
(3) be adapted to local circumstances;

(4) provide for the most effective interrelationship
between research, education, and extension in
promoting agricultural development in developing
countries and;

(5) emphasize the improvement of local systems for
delivering the best available knowledge to the
small farmers of such countries.

While Title XII provides no specific funding authorization to
carry out {ts objectives, it does authorize the use of any funds
made available under Section 103, the Foreign Assistance Act for
agriculture, rural development, and nutrition purposes.

A Board for International Food and Agricuitural Davelopment
(3IFAD) consisting of a seven-member voard, 1 gupport atatf, and
a subordinate committae called the Toint Committaee on Agri-
cultural Research and Devaelopment, wag egtablished 1n AID to
assist 1n adminiotering Title XII activitiaes. HBIFAD pac-
vicipaten {n formulating policy, defining problamis, ind carryiag
out thae planning, desiqgn, implumentation, and evaluation »f AID



food and agricultural development activities. Its primary
responsibility is to facilitate AID and U.S. university efforts
to forge a "partnership" relationship to fight world food ,
problens.

Strengthening Grants Program

To address the Congressionally authorized activity of strengthen-
ing the capabilities of U.S. universities in teaching, research,
and extension work to implement programs developed under Title
XII auspices, BIFAD recommended and AID established the
Strengthening Grants Program.

The program was designed to attract a wide range of universities,
including those with little or no experience with AID, to fill a
perceived supply gap of faculty with interest and experience in
international proyrams. The program was intended to increase

the capacity and commitment of universities to the implementa-
tion, under other funding arrangements, of AID's developmental
assistance programs.

BIFAD and AlID created two types of granta. "Matching grants"
were provided to ensure university commitment to the program.
The university was to match AID's contribution on a dollar for
dollar basis. "Non-matching granta" were intended to involve
minority institutions to a greater extent in AID programs and to
satisfy U.S. Government policy objectives on affirmative action.

The matching grants were to result in a joint commitment by
universities, BIFAD and AID to a continuous program and funding
which integrated the various on-campus and off-campus resources
and skills for international agricultural development activities.
The non-matching grants were to make it possible for minority
institutions to eventually become participants in matching
grants.

As of December 1983, BIFAD had received 70 grant applications
from 80 eligible universities and had recommended awarding 57
grants. AID awarded 56 grants--47 matching and 9 non-matching.
Fifteen applications were still in process. AID had obligated
about $25 million for these grants and the matching universities
had committed at least $20 million in non-Federal funds toward
their grant programs. Appendix 1 lists the university qgrants
awarded.

Program management and administration was the responsibility of
the Office of Research and Univeraity Relations in the Bureau
for Science and Tachrnology. This office was resaponaibla for
angsuring that the program was neeting AID objectives and general
administration ot the program and grants.
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OBJECTIVES, SCOPE AND METHODOLOGY

The purpose of our review was to assess whether the Strengthening
Grants Program was meeting Title XII objectives and if AID and
the universities were exercising adequate financial control over
program funds. Our review focused on AID's ability to use the
universities capabilities in relation to AID's needs, and
discusses improvements needed in monitoring and evaluation, and
internal controls.

We performed the work at AID headquarters, BIFAD offices, and at
seven of the fifty-six universities in the program between
January and September 1984. At AID headquarters, we reviawed
grant files and records and interviewed project officials in the
Office of Research and University Relations, the Office of
Contract Management, and the Office of Financial Management. At
the BIFAD office., we interviewed senior officials, reviewed
program dccuments, and obtained various evaluations and studies.

At each of the seven universities, we reviewed grant files and
records, interviewed various university faculty and staff. The
universities were selected on the basis of size and type of
grant received. One university was awarded both a matching and
a non-matching grant. The eight grants reviewed accounted for
about 15 percent of the value of the grants awarded.

We did not make a financial compliance audit of the university
grants. We contacted the staff of the Inspector Genaeral,
Department of Health and Human Services, the cognizant audit
agency, to discuss obtaining such aucdits in the future. We
reviaeawad selected transactions at the universities to detarmine
whether these were dirented towards grant objectives and i{f
internal controls were in place.

We provided a draft of this report to Bureau for Science and
Technology and BIFAD officials. We Jdiscussed the report with
these officials and obtajined formal comments.

This is the first audit by us of the program. 1In 198l, the
General Accounting Office (GAO) wrote “AlID and Universitios Hava
Yat To Forge An Rifective Partnership To Combat World ood
Probloms" (ID-82-3, October 16, 1981), which covered tho ontire
Title XII progran. We considorsad GAO'u viewn {n praparing our
raporet.

Our review was conducted in accordance with the Comptroller
General's Standards for Audit of Governmaental Organizations,
Programs, Actlivities and Functions.



AUDIT FINDINGS, CONCLUSIONS AND RECOMMENDATIONS

UNIVERSITY ACTIVITIES TOO DIVERSE AND
NOT SPECIFICALLY RELATED TO AID'S NEEDS

The Strengthening Grants Program was intended to enhance and
maintain university capabilities in technical and agricultural
areas needad by AID to improve conditions in lesser developed
countries. Between 1979 and 1983 AID spent about $25 million
and the universities allocated over $20 million to this progranm.
A 1984 evaluation of the 47 matching grants recipients found
that the program at thaease universities had achieved positive
results, including an increased awareness, interest, comuitment,
and availability of a substantial number of faculty for Title
XII program activities.

Activitiea undertaken by the seveu universities we examined
spanned a broad range of interests. These activities, however,
were not always related to specific AID needs and resulted in
Pedaral funds being expended for activities that are of dountful
utility to AID in its programs.

In addition, based on their past program activities, seven other
universities in 1984 were recommended for no further participa-
tion in this program until the universities correctad certain
weakneases. The activities of these universities, which cost
about $2.8 million in AID grant funds and $2.8 million in
university funds, therefore, may be of no direct benefit to AID
unless AID and BIFAD find ways to involve them in AID projects.

These conditions occurred because AID did not (i) establish
clear grant conditions, (ii) identify its specific technical,
gocyraphical, and manpower needs for the universities to address
in their strengthening activities, (iii) link the program to
ongoing development projects to use the capabilitiaes of
universitieas' strengthening activities, and (iv) offectively
monitor grant activities.

To better direct the program, AID i3 antering into Memorandums
of Understanding with selected universitios. These agroements
are intandad to oensure moro specific geographic and technical
gxportine {s provided. While this is a step in the right
Jdirection, the past problems must be recognized and corractive
moasures appliod to the Memorandum of Understanding avolution {f
the program is to roalize its objoctiveas. BIFAD avaluators
proposad that AID devalop a lemand profile of its noeds to
provide a more definitive basis for university relationahips.
Wa baliove this i3 a sound idoa and made a 3imilar
racommendation in this report.



Vaque Grant Conditions

The guidelines for submitting strengthening grant proposals
required that proposed activities be clearly related to Title
XII objectives and illustrate the extent and coordination of
each university's commitment. The grants were to be largely
self-managed in that AID and BIFAD desired to give flexibility
to the universities in allowing them to determine the various
program elements. Grant agreements, therefore, lacked
specificity in terms of AID's needs and the universities
activities in response to those needs.

Essentially, universities were expected to determine their areas
0of relative strengths and weaknesses and those areas in which
they intended to participate in AID's developmental activities.
The univeruities raviewed had not analyzed AIN's requirements
baefore applying for grants, nor made studies of their relative
strengths or waesaknesses. Various organizations on campus-usually
the Agriculture Department--propcsed certain activities such as
research, international travel or language training. The
university then approved and budgeted for the activity.

University activities covered a wide range of interests. One
university had over 50 separate activities in one year ranging
from research in agriculture to seminars on cultural
orientation. University activities included language training,
graduate student research, international travel, and general
academic matters. Exhibit 1 provides a subject matter profile
of the seven universities we examined.

AID and BIFAD oificials straessed that the selection of activities
undertaken was laft up to each university to allow for maximum:
initiative and creativity. It was felt that each university was
best able to identify its interest and strengths, to develop

ways to make these available to AID and at the same tinme
integrate tiiis international dimension into the university's
domestic programs. These officials felt that they should not
dictate spacific activities to the universitias.

These policies explain the wide range of activities undertaken
by universities and the reason for not developing more oversijht
by AID and BIFAD.

Some Activities Were of Questionable Benefit to AID

Wa wers able to relate about $2.0 million, or 39 percent, of the
$5.1 million in program expendituroes we sxamined directly to the
specific purposes cited in the Title XII legiaslation for
strengthening activitioes. For oxampla, axpenditures for
linkagns with lesaser Javeloped country i{nsticutinong wore
directly ralatable to Improving lost Country Inastitutional
Capabilitiaas. Noverthelass, gsomo of theso axpandituraes for
activitioes guch as language tralaing, graduato student ranearch,
and intarnational traval wers »f jquostionabla benofit to AID.
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Additionally, university activities often involved geographic
areas of the world where AID has limited programmatic interests.

Language Training

About $280,000 or about 10 percent of the AID grant funds for
the seven universities we examined, were used for language
training. Each of the seven universities provided French
language training, four universities provided Spanish. One
university provided Chinese language training, a language for
which AID has no immediate need. Language training should
result in a pool of faculty ready to meet AID'sS needs. Few
faculty, however, advanced beyond the introductory level.
According to university officials, most faculty and staff
enrolled in the language programs stopped participating when
they were not assigned to AID projects that required the
language competency.

One institution attempted to upgrade its French capability
through an immersion course. This institution asked AID to
approve two weeks of travel for a group of 16 faculty and staff
to a French speaking Caribbean country. The immersion course
cost about $48,000. Of the 16 person: involved, few actually
advanced to an intermediate level. An evaluation of the program
explained that the immersion period--two weeks--was too short to
provide meaningful .saults.

Graduate Student Rcsearch

Five of the seven universities reviewed used their grant funds
for graduate students' assistantships or thesis research. BIFAD
and AID supported such use cf grant funds when the primary
purpose of the research was to increase faculty understanding of
a gspecific country, commoudity or problem. AID, howaver, did not
provide universities with relevant research priorities, nor did
AID have the opportunity to comment on the purposae 2f the
research before it was undertaken. Furthermore, it d4id not
receive the results of the research unon completion.

One university funded graduate student rosearch in agricultura
ralatad areas Juring all four years of the program. The
graduate students used the results of their work for thosig
Jdisgertations. University officials could not provide uas W~ith
specifica on how these activitios could bo used by AID axcept in
the goneral sense that more information waas avallable osn the
gubject. While thias university had apent about 314,000, or

about only 4 porcent of jts AID fundo for thias activity ovaer a
J=yoar pariod, it intonded to apond about $20,000, or 16 percent,
in tho {irast yoar >f {ts now grant for graduate student resoarch,

Intarnational Traval

Savaral nfvarsitian agomd the arants to traveal =0 and oongult
with foretgn Institutions asush as agriculzural univarsitios and

)



development agencies. About $200,000, or abou% 7 percent of the
AID grant funds to these universities were used for linkage and
visits. The indicated objective was to provide a base for the
transfer of knowledge between the parties. Although these
universities made preliminary inquiries directed to establishing
formal and informal linkages with foreign institutions, some of
the travel and consultation was devoted to identifying future
non-2AID projects and contracts. University representatives
indicated university funds could not be used for international
travel. Thus, the AID grant provided the means to explore
linkages and establish long-term relationships.

Only one of the seven universities had actually entered into a
new linkage agreement. None of the universities had fully
implemented an agreement or jointly exchanged faculty on
research projects. Coordination between the U.S. university,
the foreign institution and AID Missions seem necessary to make
these activities meaningful. There was, however, no indication
that the AID Missions were actively involved in coordinating
these efforts.

Geographic Areas

According to S&T and BIFAD officials, Africa and Latin America
were the two primary geographic areas of AID's needs. .Six of
the seven universities reviewed identified these areas as the
focus of their grant activities. Nevertheless, these
universities carried cut most of their activities in recent
years only in Latin America. Furthermore, some universities
charged costs incurred for faculty time devoted in non-AID
countries such as Japan, Mexico and China, including expenses
incidental to their travel to these countries.

AID's concern about geographic focus was communicated to the
universities at annual Title XII meetings, but AID did not
direct individual universities to pcovide greater attention to
Africa in their activities. Thus, in providing maximum
flexibility to the universities, AID missed the opportunity to
direct those universities into known areas of need.

Other Activities May Have Only Indirectly Benefited AID

The remaining $3.1 million, or 61 percent, of the $5.1 million
we examined was expended for activities that may have only
indirectly contributed to achieving program objectives. These
activities included administrative support, institutional
programs and teaching, and other general support activities.

AID undoubtuadly derived some limited benafits from thase
activities, but their general nature precluded directly relating
them to the objectives of Title XII.

About $1.6 million of “he $3.1 million was =xpended for
administrative support costs. Although AID placed no actual
Limits on such costs, BIFAD evaluators indicated that charges up



to 30 percent of program funds could be warranted. We found
that the administrative charges for five of the seven universi-
ties we examined were exceeding 30 percent of expendi:ures by
about $479,000. The five universities included two larger well
established institutions, as well as three smaller institutions
getting better established in international activities.

Some of the administrative costs bore no relationship to program
objectives. For example;

-~ Salaries paid for general administration personnel,
including admission registrars and student counselors
handling general affairs of international students.

-- Time spent by university vice-presidents, college deans,
and directors in routine policy making and administrative
activities related to ordinary sciiool operations.

-- Administrative and clerical services not identified with
specific grant objectives.

BIFAD disagreed with our view that these activities were not
related to program objectives. BIFAD stated that relevant
activities included those that enhanced the technical and
professional capabilities of individual faculty members as well
as those that increased the ability of each university's adminis-
tration to understand and support AID programs.

We do not agree that using program funds for general acadenmic
and adninistrative support activities is appropriate. In any
event, funding such activities results in fewer grant funds
being available for strengthening activities of 2 more direct
nature such as agricultural research.

The Absence of Increased AID Work Jeopardizes Relationships

Title XII proposed that universities would strengthen themselves
and AID would be able to utilize these capabilities. The
universities we reviewed believed that strengthening grants
would evolve into other contracts and grants with AID. Partic-
ipation in the program generally did not lead to future AID
business or even to additional AID business.Four of the seven
universities reviewed already had other contracts and grants
with AID. We found no measurable increase in their AID business
as a result of program participation. Of the other three, one
institution succeeded in obtaining its first contract with AID
during the fourth year of the program. Two other institutions
were interested and attempting to secure contracts or grants,
but had not been successful.

After four years of the program, several university officials
questioned whether AID was seriously considering integrating
them into its work. Generally, the smaller institutions were
having difficulty in securing AID contracts, but officials at



the larger institutions also expressed frustration with securing
AID business.

Identifying AID's needs for university participation in develop-
ment work is the key to directing strengthening activities.

Just as important is finding a way to utilize thes2 strengths.
AID and BIFAD have a system that identifies potential projects
to be implemented by interested universities and a registry that
contains the capatilities of various universities. AID, however,
has preferred to rely on the competitive process for deciding
which universities get its development business. Under these
circumstances recoupment of the $45 million investment in the
program is essentially left up to the universities.

AID and BIFAD need to develop specific mechanisms for linking
actual project needs with universities in the program.

Memorandums of Understanding Evolving
Without Knowing AID'S Needs

In 1983, a BIFAD initiated study on "Matching Title XII
University Resources with AID Project Requirements". The study
pointed out, in part, that the Strengthening Grants Program was
not fully attuned to AID's priorities. The study provided
various insights into why this was the case, but more. :
importantly it stated that AID may need to formally estimate its
quantitative and qualitative requirements for the next ten years
and then approach the universities to meet its needs.
Notwithstanding the study, in 1983 and 1984 AID entered into six
Memorandums of Understanding (MOU) totaling about $1 million
with selected universities, again, without defining its demands
and needs. : ' .

MOUs are the next steps in the evolution of the Strengthening
Grants Program. These agreements are supposed to be a more
focused approach to linking AID's long term needs to the
capabilities and interests of selected universitijes. An
accompanying program support grant provides financial support
from AID in developing a manpower base at a university, which
agrees to make this base available over the long-term to AID.
The MOUs presently in force may not provide AID what it needs
for effectively achieving program implementation objectives.
Procedures for awarding MOUs were not fully developed until May
1984, which is after the six MOUs were awarded. These
procedures require a university to (1) have met the objectives
of the Strengthening Grants Program and (2) have passed a
rigorous peer review. Five of the 3ix MOUs, however, were
awarded based upon an internal review of universities having
substantial businesa with AID over five years in areas of AID's
anticipated future needs. The manpower and geographic
requirements of the agreements were based on the level of past
business and geographic interest the universiti2s had with AID.



Thus, MOUs and the program support grants give little assurance
that the capabilities developed under the previous grant program
are in line with future AID needs. The MOUs and the grants
establish another framework for the universities and AID to work
under -- but they do not align activities with specific AID
needs.

After reviewing 47 matching grant recipients, a BIFAD evaluation
team in 1984 recommended that AID develop and maintain a
five-year demand profile and universities develop and maintain a
five-year plan or supply profile. The evaluators indicat.d that
coordination of these two profiles should result in a closer
match of AID's needs and universities' capabilities. Such
profiles also would provide a more definitive basis for MOUs.

To ensure that university activities address AID needs, AID
needs to identify its short- and long-term needs by subject,
geographic area and any special requirements. Accordingly, we
recommend that:

Recommendation No. 1

The Senior Assistant Administrator, Bureau
for Science and Technology, in coordination
with BIFAD and AID's gengraphic bureaus,
make a demand analysis of AID's short- and
long~term needs for university .
participation, which identifies the
subjects, geographic focus and special
requirements. This demand analysis should
be used as the basis for awarding any
further grants, entering into Memorandums of
Understanding, and establishing other
appropriate contractual relationships that
link the capabilities of universities with
AID's needs.

AID NEEDS TO IMPROVE ITS OVERSIGHT
OF GRANTEES' PERFORMANCE

Improved monitoring by AID, through reviews of grantee reports,
site visits, and more comprehensive avaluations is needed to
ensure this prcgram makes a meaningful contribution to AID's
objectives in meeting the needs of lesser developed countries.
Better monitoring is also necessary to avoid future expenditures
for questionable activities and related costs.

Internal Controls

As discussed in the following sub=-sc¢ctions, an effective
management control environment was not established and
implemented concerning program activities. As a result, the
program was vulnerable to inefficient accomplishment of program

objectives and uneconomical uses of jrant funds.
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AID Handbook 3-Project Assistance, provides that the Project
Officer is responsible for monitoring the performance of the
grantee in order to facilitate attainment of project objectives
and to safequard AID's interests and investment. Under the
Strengthening Grants Program, this responsibility was assigned
to S&T's Office of Research and University Relatiomns.

Reviews of Grantee Raports

Each strengthening grant agreement required the university to
submit an annual report. These reports were to provide
descriptions of how the funds were used, cumulative expenditure
data, and comparative data on planned versus actual activities.
The Project Officer could then use these reports to determine
the university's compliance with, or justifiable deviations
from, agreed upon work plans, ascertain progress toward grant
objectives, and determine the basis for making additional yearly
funding increments.

During the tirst two years of the program, annual reports were
raviewed by the Project Officer. In subsequent years, however,
due to limited staff availability there was, at best, minimal
review of these reports. In fact, two of the universities we
reviawed did not sven submit their annual reports for 1983.

S&T's project office consisted of an average of two to four
persons for administering the 56 different strengthening

grants. Thesc persons had other responsibilities. According to
the project officer, the total time available for administering
the strengthening grants among the three persons assigned in
1983 was about one-person year, of which two-thi-ds was spent on
processing the funding actions and overseas travel raquests
portion of the program.

Had the annual reports been received and reviewed, problams
could have been identified and corraected. We found numerous
instances of deficiancies in the annual reports which continued
for several years without being corrected. For example, of the
eight grants reviewed, none of the annual reports nrovided a
cumulative accounting of grant fundas and some reportsa 4id not
show the use of natching funds. Few reports commented on
planned versus actual accomplishments. Oftun the roports liatad
only estimated or budgeted expenditures for the period {nstead
of actual.

The project office naeds to astablish a roport reaviaew systan
which provides comments to aach grantee on tha quality and
complateness of aach annual reporz. The roview process ahould
Allow for Projact T¢ficers to know whathor a raport ta dvarduae,
meats the miniaum scandards for reporting, waas reviawed, and (¢
ramadial action i8s in procaoss.
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We recommend that

Recommendation No. 2

The Office of Research and University
Relations, S&T, estihlish a grantee report
review system which will identify reports
past due, acceptance or rejection of
reports, and a tracking system on remedial
actions to be taken.

Site Vigits

The site visit by the project officer is a significant aspect of
grant oversight. However, no site visits were made to any
universities during the 5 year life of the program.

Annual Regional Title XII meetings were held at three locations.
These meetings covered actions under the Strengthening Grants
Program as well as other Title XII program activities .~.thin
AID. These meetings provided a means for communicatin., on the
direction of the program, but they were not an adequate
substitute for onsita visits.

From our discussions with university officials about the
program, it was apparent that site visits by AID program
officials were needed. For example, we were often asked if a
particular stren?thening activity was acceptable to AID. Often,
university officials asked for AID's view of their program
activities and the possibilities for securing AID projects.
Compliance problems alsc waere mentioned, such as reporting,
acceptable activities, and approval of international
travel.These arcas of concern by the universities could have
bean clarified during site visits by project officials.

Annual wvvaluations and periodic site visits are proposed under
the Memorandum of Understanding and program support grant
procedures. While the first annual revioews were delayed, the
periodic viait should allow for improved monitoring.

Wa recommend that

Rocommeandation No. 3

The Officoe of Research and Universasity
Relatjions, S&T astablish and carry out a
plan for periodic viasits to each university
in the progran.

Esaluations

AID poitcy and the program juidelines require that programs oe
avaluatad periodically and the grant agraoments specify that AID
or 3IFAD repranantatives will conduct tho avaluations.

12



Although, AID and BIFAD corducted the required evaluations, the
reviews could have been more useful had they focused on actual
activities at the university level.

The first AID evaluation in December 1981 was a fairly
comprehensive analysis of the universities' activities. It
identified several areas for improvement, such as the need for
better guidelines for annual reports and programmatic adjustments
in geographic and subject area focus. However, the scope of

this evaluation was limited to annual reports, AID files and
telephone communications with the universities.

The second AID program evaluation in June 1982 described where
the program should be versus where it actually was. As with the
first evaluation, the scope was limited to a review of annual
reports and AID files. Most of the findings paralleled those of
the first evaluation.

While these evaluations provided data on the program, they did
not focus on what actually was being achieved to meet program
objectives. The primary source for the evaluations were annual
reports which generalized activities, over reported actions, did
not comment on some activities, and were often little more than
attempts by universities to "sell" their programs to AID. Since.
the reports did not compare planned actions with actual, the
evaluations could not confirm progress toward meeting targets. ..
Also, the evaluators' views and data were restricted because

they did not make site visits.

The third evaluation under BIFAD's direction was in process at
the time we completed our review. During this evaluation, BIFAD
evaluators recommended that seven universities not be continued-
in the program. These universities had received about $2.8
million in AID funds which they were to match in full.
Therefore, the investment of about $5.6 million in these
universities' program stands to be lost unless AID and BIFAD
find ways to involve them in AID projects.

Recommendation No. 4

The Office of Research and University
Relations, S&T issue program evaluation
guidelines which focus on actual activities
at the university level, as a means of
measuring how well program objectives are
being achieved.

AID Needs to Ensure Universities
Comply with Grant Terms

In sevnral inatances universities we examined had not complied
with terms and conditions of their grant agraements. As a
rasult, AID does not have reasonable assurance that AID funds

ara adequataly matched and that regulations are followed.
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Universities Need to Follow
Matching Requirements

Activities that universities attributed to matching funds and
how they documented their matching expenditures did not follow
the program requirements. These problems raise compliance
issues which, had AID adequately monitored the grants, would
probably have led to cost disallowances. In either case they
have adversely affected the accomplishment of grant objectives.

Under the 47 matching grant agreements, each participating
university was required to expend non-Federal funds for eligible
strengthening activities in an amount at least eqgual to the
amount expended from AID grant funds. The strengthening
activities to be funded from the AID and matching funds were
defined as those demonstrably related to fields of food,
nutrition and agriculture, as stipulated under the Title XII
legislation. The grant agreements further provided that only
expenditures for direct program costs could be attributed as
matching amounts, and that the matching contributions were to be
verifiable from the institutions' accounting records.

The six matching grants we reviewed totaled $4.6 million. Many
activities attributed by the universities to the matching funds
were not clearly related to Title XII objectives, or were
ineligible in fulf{illing matching requirements. The matching

2.6 million in university contributions were almost entirely in
the form of salaries of their faculty and staff; however, the
time and effort devoted by faculty and staff was so general and
broad as to cast doubt upon their relevance to program
‘objectives.

The apparent difficulty in finding adequate sources of
non-Federal funds which could be directly applied to the grant
program was a factor responsible for this condition. For
example, the respective State's appropriations were limited in
amounts and were basically intended for domestic prograns.
Other funds from non~Federal organizations also were generally
restricted in their use and purpose. Since many universities,
particularly the smaller institutions, did not have large
faculty resources which could be devoted to the Strengthening
Grants Program, these institutions were in the position of
gstretching their matching activities to include those which at
best were only indirectly related to grant objectives.

Lack of Adequate Documentat.ion
to Support Matching Expenditures

University expenditures recorded as matching contributions often
were not adequately supportoed by Jdocumentation or were not
attributed to specific purposes of the grant. Whaen such charges
are detarmined invalid for grant purposes, AID'u grant to tha
university must be raduced by such amounts. At 4ll univarsitias
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we visited, a time and effort (T&E) certification system was
maintained. This system was the documentation accounting for
employees' time spent on grant activities. In most cases, the
certification system was a series of forms on which appropriate
principal research investigators or division heads certified to
the cost sharing by identifying individuals and their time and
effort devoted to respective activities.

Faculty time and effort which constituted part of the univer-
sity's matching funds was often inadequately supported by
institutions' accounting and other records. As a result, it was
difficult to determine what activities actually took place or
whether the amounts claimed were reasonable. For example,

-- Faculty time and effort charges were inadequately .
supported and did not identify the activities
conducted.

-~ Time and effort charges were certified based on
planned distribution of time rather than actual
time s;.ant. Some certifications were made on an
annual basis.

-=- Cost sharing charges were not recorded on the
accounting records of the institution.

AID provided little guidance concerning the definition of matching.
funds. Consequently, these universities did not have complete
understanding and visibility over the cost sharing activities in
cerms of what was an eligible activity. The grant agreements
cited, by reference, various AID and OMB regulations which
included provisions on matching requirements aloag with numerous
other requirements of the grants. The matching requirement under
the strengthening grants, however, was a vital element of the
program and was significant enough to warrant more specific and
detailed guidance a3 to what was expected of the universities.

Our audit was not intended to be a compliance raview to determine
the allowability of costs. We, therefore, did not develop
statistically valid data to project these deficiencies in terms
of dollar amounts. Howaever, the lack of proper matching may be
sufficiently widespread and serious to warrant special attention
by AID. For sxample, one university reported about $500,000 as a
matching contribution over the pariod of four years. About
$250,000 of thias amount was either unrelated to Title XII
objectives, or was not supported by the inastitution's accounting
records. At another university, almost the entire amount of
$190,000 reported as matching funds was questionable because of
the lack of documentary support or irrelevant attribution of
Activitiag.

These instanced conatitute possiblae v'olationo of the jrant

terms. Tha grant agraements and ralated raqulations providae for
certain limitations concerning the aligibility of matching
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funds. The regulations provide that any amount expended by AID
in excess of universities' eligible matching contributions at the
end of each funding period shall be applied to reduce the amount
of AID's obligations for the following year, or such excesses
shall he refunded to AID at the conclusion of grant.

We referred these matters to the cognizant Federal audit organiza-
tion for these universities, the Depariment of Health and Human
Services (HHS), Inspector General for their audit consideration.
Due to the broad scope nature of HHS' audits it is unlikely that
these grants will be included in the audit sample, or that these
compliance features will be addressed. It is incumbent,
therefore, that AID Project Officers effectively manage these
grants, and wherever necessary initiate action to recover Federal
funds.

Aside from the possible cost disalloviances, the questionable uses
of matching funds involve more serious problems. Unsupported and
inapplicable matching activities contribute little toward
strengthening the capabilities of universities and undermine the
basic objective of the grants to facilitate effective university
participation in the program.

We recommend, therefore, that

Recommendation No. 5

The Senior Assistant Administrator, Bureau
for Science and Technology, in consultation
with the Grants Officer establish a mechanism
for ensuring universities receive appropriate
technical guidance on acceptable matching
activities and related costs.

Inadequate Controls over Grant Funds

AID regulations require adequate financial controls over grant
funds. These control encompass realistic budgets, submission of
financial reports by universities, AID review of such reports, and
coordination between the Project Officers, Grant Officers, and the
Controller. These requirements were not followed, with the rasult
that there was inadequate control being exercised over program
funds.

Grants Lacked Specific Budgets

AID Handbook l3-Grants, requires that specific support grant
programs, such as Strengthening Grants, i{ncorporate approved
budgets into the grant agreements to provide specific, discrate,
and identifiable scopes of funding. Any modification to the
approvaed budgets must be authorized.

Nevertholeass, the Strengthening Srants Program required only {llusg-
trative budgets, first to be included in the grant appiLication and
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subsequently to be submitted as part of the university's annual
report. The grant agreements made it clear that thesa budgets
were only illustrative and were not part of the actual grant
agreements. By not incorporating the budgets as part of grant
agreements, AID gave universities unusual flexibility in using
grant funds. Essentially, universities were permitted latitude to
design, revise, and implement the grant budgets at their own
discretion and without prior AID approval.

The grant budget is the financial expression of the grant
agreement and is an indispensable management tool by which Project
Officers evaluate and measure program achievements and progress
towards intended goals and objectives.

We recommend that

Recommendation No. 6

The Senior Assistant Admianistrator, Bureau for
Science and Technology, require that specific
budgets be included in grant agreements used in
the program and that budget modifications be
approved by the Project Officer.

Financial Information Not Fully Reviewed

The Project Office did not review the universities' fiscal
raports, as well as other financial information maintained by the
AID Controller. Thus, another valuable management tool for
administering grant funds was not used.

The grant agrcements required that universities submit various
financial status and cash transaction reports. In accordance
with the uniform Federal reporting procedures, these financial
reports were to be submitted on standard forms specifically
promulgated by OMB, i.a., Financial Status Report (SF-269), Cash
Transactions Report (SF-272), and Request for Advance and
Reimburaement (SF-270).

These financial reports were maintained by tho AID Controller's
office, but only once during the five year program did the
Project Officer review the status of funds obligated undor the
program. In one instance, tha Proiect Officar increased the
rant funding in excens of the university's actual needs by
122,000 bacause he did not hava accurate information on tho
outstanding fund balance. Had the Project Officer properly
raviowed the financfal raeports and other data avajlable at the
Controllor's office, this situasion shoull not have occurrced,
In Hsther instances, univeraitiag wera not raporting thy matching
fund axponditurans 1n the roquieed fiaancial 1tatun raports,

Tha Project Officer raraly roconcilad or conmpared the
akponditure data In tho aniveraitian' annual oarlormance
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reports with the financial status reports maintained at
the Controller's office. At four of the seven
universities visited, we found that the expenditures
reported in the annual reports did not agree with the
financial reports. It was unclear, therefore, as to what
were the true costs incurred under the grants. The
universities involved stated that, in the absence of any
complaints from AID, they assumed the reports were
acceptable.

Normally, fiscal oversight of a grant is shared between
the Project Officer and the Fiscal Officer. These
functions, however, must be closely coordinated and cannot
be performed in a vacuum. The grantees' financial reports
should be one of the significant areas of the Project
Officer's direct concerns. The Project Officer's annual
evaluation of the grantee performance forms the basis for
approving additional yearly funding increments and for
extending the grants by a year to maintain a total
five-year grant cycle.

Greater attention is needed on the part of the Project
Officer to more fully utilize 2vailable financial
information.

Accordingly, we recommend that

Recommendation No. 7

The Senior Assistant Administrator, Bureau for
Science and Technology, require that the Project
Officer establish procedures whereby university
financial status reports are reviewed before
additional funding can be approved.

Administrative Approval of
Payment Vouchers Omitted

The Project Officer also did not review and approve vouchers and
supporting documentation submitted by grantees for payment, as
required under AID regulations. As a result, AID certifying
officers had no assurances that payments were for authorized
grant objectives.

AID Handbook 3-Project Assistance, states that the Project
Officer's administrative approval of payment vouchers is an
agsantial feature of AID's gystem of grant management. This
administrative approval--in the form of a prescribed
cortification--i{3 supplemental to the normal AID requiremant
for the financial certification 2f all payment vouchers by an
authorizaed cortifying officer.

None of “he payment vouchers processed under the Strangthening
Grants Program through Dacomber 1983, and totalling about $17.5
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million were administratively reviewed and approved by the
Project Officer. Recently, the Project Officer took action to
comply with the required approval process, but not to the
fullest extent of the prescribed procedure. The Project Officer
mer- .y modified the standard statement in the certification
form. The main change was the wording, from "administratively
approved” to "has no objection.”

Requests by grantees for payment should be approved by the
Project Officer to ensure that AID's interests are protected.
Such approval provides a possible means for obtaining remedial
action in any case where deficiencies in the grantee's
performance become known, and correction cannot otherwise be

obtained.
We recommend that

Reccmmendation No. 8

The Senior Assistant Administrator, Bureau for
Science and Technology instruct the Project
Officer to administratively approve payment
vouchers based on adequate knowledge of
universities' operations, as required by AID
regulation.
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Subjects

Nutrition
Crop Production/
Soil Science/Agronomy

Horticulture/Plant Science

Animal Science/Livestock
Production
Agricultural Economics/
Productior,/Marketing
Agricultucal Engineering
Agricultural Policy
Analysis/Planning
Food Science
Acquaculture/Mariculture
Farmina Systems
Social Sciences
Agricultural Extension/
Education
Home Econcmics
Rural Development
Agricultural Credit
Irrigation/Water Manage-
ment
Range Management
Resources Development/
Management
'‘echnology Transfer
Wemen in Development
Language Training
- French
- Spanish
- Arabic
- Chinese
- Thai
Faculty Orientation
Institution Building/
Administration
Area Studies/Inter-
national Studies
Regearch Management
Electric Pngineering/
System 5cienco

Page 1 of 2
SUBJECT MATTER PROFILE STRENGTHENING GRANT PROGRAM
SELECTED UNIVERSITIES
UNIVERSITY
Larger Smaller

A £} C D E F G Total
X X X X 4
X x 2
X x 2
X x 2
X X X 3
b4 1l
X X 2
4 b4 X 3
b4 1l
X X X X 4
b4 1l
X X X 3
b 4 b4 2
b4 b4 2
x 1l
b4 1l
b4 1
X b ¢ 2
X 1
X X X x 4
X X X b4 X X X 7
4 X X X 4
X 1
X 1
b 4 1
X X X 3
X X b 4 b 4 X X S 7
X X 2
X 1
X 1

EXHIBIT 1
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EXHIBIT 1

Page 2 of 2
SUBJECT MATTER PROFILE STRENGTHENING GRANT PROGRAM
SELECTED UNIVERSITIES
Subijects WIVERSITY
Larger Snaller
A B C D E F G Total
Anthropology X
Dairy Science X 1
AID Program Frocesses X X X 3
Arts & Science X 1
Business Administration X 1
Participant Training X 1
Course Development/Teaching _x  _x_ _x 3
TOTALS 24 17 20 5 8 4 3 8L
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LIST OF STRENGTHENING GRANTS BY INSTITUTION

INSTITUTION

University of Kentucky
University of Minnesota

University of Missouri-Columbia

Iowa State University
University of Illinois
University of Rhode Island
University of Florida
Virginia Polytechnic Institute
Texas Technological University
Rutgers University

South Dakota State University
University of Tennessee
University of Arizona

Purdue University

Cornell University

Michigan State University
University of Nebraska
University of Puerto Rico
Auburn University

University of Maine-Oromo
University of Maryland
Oklahoma State University
Texas A&M University
University of Vermont
University of Delaware

Kansas State University

Subtotal

[ ¢ ]
[ 8]

APPENDIX 1
Page 1 of 2

AMOUNT OF
GRANT

12/31/83

$ 431,986
475,000
409,152
474,541
504, 000
481,983
467,956
409,213
419,470
450,000
387,477
318,136
466,676
603,666
373,435

1,445,000
483,333
429,823
443,805
402,864
475,000
466,666
970, 797
463,431
454,708
526,952



APPENDIX 1

page 2 of 2
LIST OF STRENGTHENING GRANTS BY INSTITUTION
AMOUNT OF
GRANT

INSTITUTION 12( 31[ 83
Montana State University $ 485,000
Virginia State University 231,236
North Carolina State University 342,880
Chio State University 446,017
Tuskegee Institute - 232,907
New Mexico State University 475,000
University of Hawaii-Manoa 378,734
Alabama AsM University (NM) 461,842
North Carolina A&T State University (NM) 437,877
Virginia State University (NM) 500,000
University of Wisconsin-River Falls 421,987
Washington State University 457,067
Lincoln University-Missouri (NM) 443,634 .
Utah State University : 839,978
Southern Illinois University-Carbondale , 500, 000
California State Polytechnic University-Pomona . 339,328
CQalifornia State University-Fresno 361,840
Sam Houston State University 471,322
(olorado State University 378,726
Louisiana State University 402,790
.University of Maryland-Eastern Shore (NM) 339,694
Florida AsM University (NM) 410,779
University of Idaho 375,000
University of Wisconsin-Madison 422,207
University of Arkansas-Fayetteville 273,217
University of Arkansag-Pine Bluff (NM) 166,534
Fort Valley State University (NM) ‘ 227,532
Tennessee State University (NM) 219,744
Oregon State University 125,000
University of California-Davis 175,030

Total $24,387,972

(NM) denotes a non-matching grant

23



APPENDIX 2

TITLE XII OBJECTIVES

Title XII authorizes providing assistance to~-
- strengthen the capabilities of U.S. universities in
teaching, research, and extension work to implement program

development under Title XII auspices:

— build and strengthen the institutional capacity and human

resource skills of agriculturally developing countries;

— provide program support for long-term collaborative
university research on food production, distribution,

storage, marketing, and consumption;

-~ involve U.S. universities more fully in the intermational

network of agricultural science; amd

-~ provide program support for international agricultural
research centers; research projects on specific
problem-solving needs; and strengthening national research

systems in the developing world.
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APPENDIX 3

AGENCY FUR INTERNATIONAL DEVELOPMENT Page 1 of 6
NMATRie3 TN, 30D 10503
IR ASSISTANT ABMINISTIATOR
NOV 21 1984
MEMORANDUM
TO: RIG/A/W, E. John Eckman |
FROM: S&T, N. C. Brady ? !? /

SUBJECT: Draft Audit Report - Strengthening Grants Program

The attached response to the eight recommendations contained in
draft Audit Report No. 85, dated October 26, 1984, is S&T's
contribution of another dimension to the drait report. We have
every intention of incorporating appropriate changes in the new
phase of the Strengthening Program so that A.I.D.s contributions
result in more effective partnership with the universicy community.

Attachment: a/s
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AGENCY FOR INTERNATIONAL DEVELOPMENT

NASHINITIN, C 20823

SENIOR ASSISTANT ADMINISTRATOR

NOV 2| o

¢

MEMORANDUM

TO: RIG/A/W, E. John Eckman

FROM: SAA/S&T, N. C. BradW’

SUBJECT: Draft Audit Report No. 85 - Strengthening Grants
Program

We appreciate this opporcunity, offered in your memo of October
26, to express our views on the subject Report. We understand

that a copy of this memo will be appended to the final version

of the Audit Report.

We have a mixed reaction tc the draft Report. The
recommendations made are, by and large, very useful for the
phase of the Strengthening Program we are about to enter (or,
more precisely, the Memorandum of Understanding/Program Support
Grant - MOU/PSG - program into which the Strengthening Program
has evolved). However, we do feel that the characterization of
the first five years of the Str:ngthening Grant Program (SGP)
represented in the Audit Report 1is very misleading. The Report
reflects some incorrect assumptions about the objectives of the
initial years of the program and hence is based on '
inappropriate criteria for evaluating its effectiveness and its
administration.

Many of the criticisms, found throughout the Report, refer

to activities 'unrelated to the objectives of the program' or
to the failure to monitor or gulde the zrantees adequately. To
A certain extent these criticisms stem from a faulty
understanding of the ohjectives of the prongram and how to
determine whether an activity s or is not related to those
nhjectives. For example, the auditors define activities to be
funded under the SGP as those demonstrably related to flelds of
food, nutrition and agriculture; in fact, they are defined as
those related to the mobilization, preparation and delivery of
mnre effective resources (skITls and “<nowledge) In the Elelds
of tood, nutritlon and agriculture. Consequently, the
high-priority strengthenin% nf an administrative mechanism for
Ldencifying and orchestrating the aporopriate mix of university
raqonrzes/ perdonnel in response to an ALD RFTP (one >f the
m0s5t sevious and common bYarriers to affececive universicy
ra8ponse to AID's needs) was considered Lfrcelevant oy the
wditors; cthev felt Lt was not directly rolated to Sood,
autritlon and agriculture. This type o2& asaumption led to the
conclusion that 60% of the activities funded under the examined
programs was unroelated to cthe objectives of che 5GP,
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Another faulty understanding relates to the evolution and
waturation of the SGP concept. The initial years of the
program were designed to assist the grantees to define,
redefine or refine their role in the AID/Title Xil program.
This meant exploring various departments of the university for
the relevance of, and interest 1n, incorporating a Title XII
dimension as an element of a coherent role for the university.
This initial phase was essential and served its purpose. As
the process matured over these first five years, with each
university getting a better picture of the kinds of problems it
could address in AID's program, we are only now at the point
where strengthening efforts cai become more focused. However,
the auditors used criteria more appropriate for the future,
more focused program for evaluating these past five years of
the initial, more exploratory phase. This led the auditors to
conclude that there was insufficient guidance for, and
monitoring of SGP activities.

Specific Recommendations

Recommendation No. 1 - The SAA/S&T make a demand analysis of
AlD's short and long term needs for university participation,
identirying the subjects, geographic focus and speclal
requirements. We agree that this is essential to any
strengthening of university resources if those resources are to
be relevant to the Agency's program. We feel that this demand
analysis must be a continuous process to reflect the true
realities of the demand situation which is one of constant
change in specific manpower requirements. This results from
changes in governments, in host country policiles, in weather
conditions, in programs of other donors, in the state of
scientific arts and in U.S. policy objectives. It would be
exceedingly counterproductive to U.S. objectives to attempt to
overdetermine the demand characteristics and thereby induce an
undue rigidity in supply of gspecialists' services available.

Indeed, a primary goal of the SGP was to create in our many
universities collectively a capability to respond effectively
to a demand for professional expertise made largely
unpredictable by the uncertain characteristics o the world in
which we live. Given a clear recognition of this central
fact-of-life, it is, of course, necessary that AID keep
universities as informed as possible about the general contours
of forcieen demand and, particularly, of factors whlch we
anticipate might cause significant changes in future demand.
AID has abundantly supplied such information to the
universities, directly or through BIFAD, through distribution
nf AID program documents, regional hureau presentatlons it
unrkshops, announcements of project opportunitics and informal
contacts. More emphasis will, however, he placed in the future

[ g9 ]
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on analyzing such information and establishing strategies and
priorities, than that which characterized the early years of
the SGP. Such work is well underway and will be central to the
administration of the MOU/PSG program. It must be emphasized
that for this system to be effective, and not counter-
productive, it must be continuous and encourage flexibility
rather than rigidity of university supply capabilities. We
strongly agree with the Report's central thesis, that no MOUs
should be entered into without determining that the resources
involved are central to the conduct of projected Agency
programs.

Recommendation No. 2 - S&T/RUR establish a grantee report
review system which will Identify reports past due, acceptance
or rejection ot reports, and a tracking system on remedial
actions to be taken. It 1s our view that the SGP 1s
characterized by good compliance and timeliness in submission
of annual reports. Due dates for these reports are spread
throughout the year, depending upon anniversary dates of the
grants, and several were delayed duve to illness or change of
personnel. We therefore had to obligate funds, in some cases,
before reports were received. In these cases, grantees were
told that they could not spend the subsequent year's funds
until they had submitted a satisfactory report. This year, for
example, of the 56 grantees, 45 have submitted the required
reports, five have just become due, four have had to be
reminded and two (minority institutions) have more serious
problems in compiling the necessary data. Each case has its
own extenuating circumstances. These figures are not abnormal
for reporting under federal grant programs.

We do agree that a more effective tracking system for remedial
actions is needed and will be installed. In fact, the
evaluation criteria for new MOUs includes an examination of the
extent to which the university has corrected weaknesses
identified in the recently-completed peer review of the
Strengthening Grants.

Recommendation No. 3 - S&T/RUR establish and carry out a plan
for perlodlc visits to each unlversitv in the program. We
accept the 10 position that belng limited to a raview of the
documents is inadequate for a program as focused s the
MOU/PSG. However, such a review was appropriate for the
initial vears of the SGP which was very deliberately designed
that way. Our plans for the MOU/PSG call for annual reviews
with each grantee, normally in AID/W where all relevant parts
of the A%cncy can participate. These will be supplemenced by
campus slte visits particularly where significant problems are
{dentified in the ALD/W ruviews.

| &
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Recommendation No. 4 - S&T/RUR i:1sue program evaluation
gulidelines which focus on actual activities at the university
level, as a means ol measuring how well program objectives are
being achieved. When the SGP was initlated flve years ago, we
sent to every eligible university a copy of the ''Instructions
to the Reviewers for Evaluating Strengthening Grant
Proposals.'" We have recently completed, with the help of
BIFAD, guidelines which were used in the recent peer review of
each grant program, including criteria used for measuring
progress toward achieving program goals; these are being sent
to all grantees. In addition, the guidelines for evaluating
the new PSGs are currently being developed for distribution to
all universities interested in applying for MOUs.

Recommendation No. 5 - - SAA/S&T, in consultation with the
Grants Officer, establish a mechanism tfor ensuring universities
receive appropriate technical guidance on acceptable matching
activities and related costs. From the beginning and
throughout, the guidelines and instructions have emphasized the
point that the criteria for determining appropriate SG
activities are the same whether A.I.D. grant funds or
valversity matching funds are used. There are no separate
rules for the use of matching funds. Because the constraints
on the use of state funds vary among institutions, we allow the
universities total latitude in how they mix these funds. 1If
there are problems in the proper documentation of matching fund
utilization, this would be picked up by audit. Because of our .
early concern over how the universities were handling this, we
requested an audit on May 14, 1982 (passed to RIG/A/W on May
26, 1982) with particular emphasis on accountability for
matching funds. There has been a continuing flow of
information and discussion, by phone and in annual workshops,
on the ways matching funds were being used. The annual reviews
and site visits will assist in monitoring these activities
under the PSG.

Recommendation No. 6 - SAA/S&T require that specific budgets be
included in grant agreements used in the program and that
hudget moditicatlions be approved by the Project Otticer. The
Raport states that Har.dbook 13 requires thls. SER/CA/COD tells
s that {t {s not a requirement as such, and {n view of the
fact thar these grants are matching grants with the university
providing all indirect costs (for both che AID grant and
matching fundy), they agreed with che decision that it was
{nappropriate to have tie budget (other than the overall
figure) included {(n the grant document. lowever, to a deygree,
wo anticipated this recommendation; the budgets have been and
Wwill Yo included in the new PSG agreements.  Jut traditional
line Ltuems (salaries, tvavel, otc.) do not provile the
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necessary or appropriate controls. We plan to design budgets
around programmatic areas of activity with budgetary
constraints on such program elements, requiring Project Officer
approval for significant modifications. In other words, we
agree with, and intend to incorporate the spirit of this
recommendation.

Recommendation No. 7 - SAA/S&T require that the Project Officer

establish procedures whereby unlverslty financlal status
reports are reviewed before additlonal Ffundlng can be

approved. We, of course, agree with this. e problem in the
past has been that the records in FM were out of date since the
universities were very slow in submitting vouchers. Before new
money was added, S&T/RUR obtained expenditure data directly
from the Strengthening Grant administrators to obtain current
pipeline data, accounting for the discrepancy with FM.
Following our urging at the regional workshops, the
universities have been more prompt, allowing us to coordinate
more closely with FM, which we intend to do.

Recommendation No. 8 - SAA/S&T instruct the Project Officer to
administratively approve payment vouchers based on adequate
“nowledge of universities' operatlons, as required by AlD
reguIat%on. Following a clariflcation of the meaning of
"administratively approved,' the Project Officer has been

regularly approving these vouchers and will continue to do so,
as the recommendation states.

Clearances:
DAA/S&T, JEriksson;g-‘ ///10/39
S&T/PO, VAnderson 7- .

S&T/PO, GEaton
S&T/RUR, ELOHB_;.‘-;//K u,// [Su

/
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BOARD FOR INTERNATIONAL FOOD AND AGRICULTUR.SL DEVELOPNMIENT
INTERNATIONAL DEVELOPMENT COOPERATION AGENU
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MEMORANDUM
T0: RIG/A/W - Andy 01son .
FROM: BIFAD/S - F‘éi&‘tuﬂéhﬁs/cﬁﬁ'”“‘

SUBJECT: Draft Audit Report, Strengthening Grant Program -
“Need for Better A.I.D. Direction to Participating
Universities"

Thank you for sharing a copy of the "Draft Audit Report, Strengthening
Grant Program - "Need for Better AID Direction to Participating
Universities." 1t is obvious that your evaluation of the seven universities
was thorough and comprehensive. You have made a number of useful
observations and recommendations that should improve the management and
effectiveness of the entire MOU/PSG program,

Attached 1s a copy of your report with a few specific suggestions in
wording which [ believe make the conclusions and intent more clear,
Following are some corments. Some are a repeat from my previous memo and
are offered for the record; others express some points about which I believe
we still have some honest differences of opinion.

Situation Prior to the SGP

U.S. universities were substantially involved in A.I1.D.'s overseas
assistance programs during the 1950's and early 1960's. Their invo]vement
decreased substantially, however, in the late 1960's and 1970's as A.1.D.'s
programming moved away from {nstitution building. AID and BIFAD concluded,
when Title X1 w.s passed, that there was a serfous shortage of faculty with
an interest and experience in internationa) development., Many faculty who
were involved in the 1950's had retired. Others were not interested in an
overseas assignment for family and various other reasons. Young faculty
felt they would hamper their chances for nromotion and tenure if they took
an overseas assignment, Many of the most productive faculty did not want to
disrupt their researcn and graduate student program, Furthermore, the
ability of universities to become involved as institutions had also
decreased substantially, This situation was recognized in Title XII and as
a result, BIFAD and AID decided that the Strengthening Grant Program (SGP)
should be designed to attract a wide range of universities l.e., all
qualified for the Roster, including many universitics which had had 1ittle
or no previous experfence with AID It was recognized that this might cause
some problems, but it was felt that this was necessary to fill the perceived

supply gap.
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Self-Mana$ed Grant
S a result, and AID designed a grant program rather than a contract
program. This was done to give maximum initiative and creativity to each

participating university to plan and manage its SGP in accordance with Title
XII objectives. It is understandable that the conditions of the grant were
somewhat vague. [t was felt that each university was best able to identify
its interests and strengths, to develop ways to make these available to AID
and at the same time to integrate this international dimension into its
domestic programs.

It was intended that this be done within the guidelines that were provided
by AID and BIFAD. Since AID's long term needs had not been clearly
identified, it was felt it might be very productive to solicit the ideas of
faculty. It should be no surprise that some ideas were not focused
precisely on AID's short run needs. However, some ideas may prove to be
very relevant and useful over the long run.

A further rationale for selecting this approach was: First, only
universities which met certain criteria were identified as Title XII
universities, and these types of universities had demonstrated over many
years their ability to conduct international agriculture orograms. Second,
only those universit.es which met additional, more rigorous criteria were
designated as Roster Universities, and being on the Roster was the first
critierion that had to be met to be eligible to apply for a strengthening
grant. Third, after universities applied for a strengthening grant, they
were often asked to revise the proposed program based on information and
assistance provided by BIFAD. Fourth, AID required additional revisions
before the grant was funded.

Evolution of SGP to Memorandum of Understanding/

Program Support Grants [MOU/PSG

The first stage 1n most SGPs was one in which SG funds were used to generate
awareness, interest and commitment to Title XII and AID The second stage,
usually in years two and three, was characterized by an increased focus on a
specific subject matter area and/or geographic region, as well as on a more
1imited number of core faculty. During the third stage, resources were
increasingly used in direct support of AID-funded projects. This evolution,
which occurred at most of the universities recognized some limitations of
the SGP. These were also recognized by BIFAD and AID in June 1980 with the
appointment of a working group to develop the concept and transition to the

MOU/PSG.

Evaluation Based on Seven Universities

Most of your comments and recommendations are based on your evaluation of
seven universities with six-matching and two non-matchiny programs. Since
the SGP {s really a collection of 57 invidivually designed and managed
srograms, it 1s virtually inpossible to select a sample of seven that are
representative of all 57, ospecially when the population of 57 is so diverse.




APPENDIX 4
Page 3 of 4

Although you are careful to confine your observations to what you found in
the seven universities, some of your conclusions and all of your
recommendations have significance to all universities. For these reasons, !
believe it is important that you either identify the seven universicies, or
describe each sufficiently so the readers can determine how represenative
the seven arc of the total 57. This is necessary in order to Judge the
significance of your conclusions regarding the seven universities. For
example, if a small 1890 university, just getting started used 50 percent of
1ts strengthening grant funds for administration, this is significantly
different than if a large established university with an existing office for
international programs used 50 percent of its strengthenirg grant for
administration.

Relevance of SG activities to Title XII

Many of your comments regarding the relevance of SG activities to Title XII
indicate that BIFAD and you have a serious disagreement on the meaning of
relevance. The main purpose of the SGP was to increase the capability of
universities to conduct AID-funded development programs with other than SG
funds. Capability was defined by BIFAD to include not only the technical
and professional capacity of individual faculty, but also the ability at
each administration level to understand, adjust, and support participation
in current and future AID programs. This recognized a need to develop an
inctitutional and manugement capbility which BIFAD believes is necessary for
successful university involvement over the long run.

In the guidelines prepared by BIFAD and AID for preparing SG proposals, it
was stated, "A large number of specific activities and program elements
would be appropriate under the strengthening grants as long as they can be
demonstrably 1inked to universitiy participation in a development assistance
program. The Agency for International Development seeks to encourage each
institution to design its own proposed program, New or modified
instructional programs, scholarly exchanges and posts for visiting
specialists, establishment of core support and professional backstopping of
overseas projects, small research grants and graduate fellowships,
post-overseas assignment release time in order to develop recent experiences
into additional teaching, research and extension uses, are {)llustrations of
separate program elements which may be combined into an integrated program
under these strengthening grants. Expenditures in support of publications,
area or languagye study programs, professional travel, and similar
undertakings would be allowable {f demonstrably 1inked to needs and plans
for their subsequent use in development assistance activities tnvolving AID
and the participating university."

Matching Funds
The underTyTng concept of the SGP was based on forging a long-term,
continuous and dependable partnership between AID and each university. Both

3IFAD and AID believed that one way to fnsure that partinership, was to
require that cach unfversity have a financial stake in the process, 1.e., by
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matching the AID grant with its own funds. I agree wholeheartedly that
there is a need for clearer guidelines and assure you that BIFAD would
welcome an opportunity to work with AID on this matter.

What university records are sufficient should be dealt with in a full
fincancial audit, which you have said is outside the scope of your report,

Research

Your comments on research may be the result of a misunderstanding of the
proper use of strengthening grant funds for research. It was never intended
by BIFAD or AID that SG funds be used to conduct research identified by
AID. Rather 1t was felt that such research should be done under another
format, and with other funds such as the Colloborative Research Support
Program. BIFAD and AID did support the use of SG funds for small research
projects to support graduate student theses and faculty explorations when
the primary purpose of the research was to increase a faculty member's
understanding of a specific country, commodity or problem. In other words,
1t was meant to be a learning situation which would increase the faculty
member's capability to conduct research or provide technical assistance
under other AID-funded projects.

Competitive bid process

The strengthening grants were meant to increase the capacity of
universities to perform well under AID contracts overseas, but they were not
designed to ensure contracts to any particular university. These awards are
made under a competitive bidding process intended to assure that the best
proposal wins.

Moreover, universities can sti11 compete for AID contracts regardless of
whether their strengthening qrant was judged "actionable” or not., Some
universities judged "non-acticnable” have substantial AID business.
Therefore, the value of these .'rants may not be lost to AlD,

Thank you for giving me an ovpportunity to review and comment on your

report, The success of the MOU/PSG and in fact, much of Title XI! depends
on how well we apply the lessons we have learned from the 5GP,

4



STRENGTHENING GRANTS PROGRAM--
NEED FOR BETTER AID DIRECTION TO
PARTICIPATING UNIVERSITIES

LIST OF REPORT RECOMMENDATIONS

Recommendation No. 1

The Senior Assistant Administrator, Bureau
for Science and Technology, in coordination
with BIFAD and AID's geographic bureaus, make
a demand analysis of AID's short-- and
long-term needs for university participation,
which identifies the subjects, geographic
focus and special requiremants. This demand
analysis should be used as the basis for
awarding any further grants, entering into
Memorandums of Understanding, and estab-
lishing other appropriate contractual
relationships that link the capabilities of
universities with AID's needs.

Recommendation No. 2

The Office of Research and University
Relations, S&T, establish a grantee report
review system which will identify reports
'~ past due, acceptance or rejection of
reports, and a tracking system on remedial
actions to be taken.

Recommendation No. 3

The Office of Research and University
Relations, S&T establish and carry out a
plan for periodic visits to each university
in the progranm.

Racommendation No. 4

The Office of Research and University
Relations, S&T issue program avaluacion
guidelines which focus on actual activitiaes
at the university leval, as a1 means of
measuring how well program objuct:ves arae
being achiavad.
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LIST OF REPORT RECOMMENDATIONS (Continued)

Recommendation No. §

The Senior Assistant Administrator, Rureau
for Science and Technology, in consultation
with the Grants Officer establish a mechanism
for ensuring universities receive appropriate
technical guidance on acceptable matching
activities and related costs.

Recommendation No. 6

The Senior Assistant Administrator, Bureau for
Science and Technology, require that specific
budgets be included in grant agreements used in
the program and that budget modifications be
approved by the Project Officer.

Recommendation No. 7

The Senior Assistant Administrator, Bureau for
Science and Technology, require that the Project
Officer establish procedures whereby university
financial status reports are reviewed before
additional funding can be approved.

Recommendation No. 8

The Senior Assistant Administrator, Bureau for
Science and Technology instruct the Project
Officer to administratively approve payment
vouchers based on adequate knowledge of
universities' operations, as required by AID
ragulation.
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STRENGTHENING GRANTS PROGRAM--
NEED FOR BETTER AID DIRECTION TO
PARTICIPATING UNIVERSITIES

LIST OF REPORT RECIPIENTS

Deputy Administrator

Senior Assistant Administrator, Bureau for Science
and Technology, SAA/S&T

Office of Research and University Relations, S&T/RUR

BIFAD Support Staff

Chairman, BIFAD

Audit Liaison Office, S&T/PO

Assistant to the Administrator for External Affairs, AA/XA

Office of Press Relations, Bureau for External
Affairs, XA/PR

Bureau For Program and Policy Coordination, PPC/EA
‘Center for Development Information and Evaluation, PPC/CDIE
Assistant to the Administrator for Management
Office of Financial Management M/FM/ASD
Office of Legislative Affairs, LEG
Office of the General Counsel, GC
Office of Inspector General, IG
RIG/A/Nairobi
RIG/A/Manila
RIG/A/Cairo
RIG/A/Karachi
RIG/A/Dakar
RIG/A/LA/Tegucigalpa
AIG/A
1G/PPP
IG/1I

IG/EMS/C&R
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