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MEMORANDUM FOR AID Representative/Guinea-Bissau,
Guss}e L, Deniels, III

Plier f40114&~7
FROM: Philip L. Darcy, YActing RIG/A/WA

SUBJECT: Audit of AID Assistance to Guinea-Bissau
(Audit Report No. 7-657-87-7)

This report presents the results of audit of AID Assistance to
Guinea-Bissau. Specific objectives were to assess (1) AID
strategy in meeting its assistance objective, and (2) Office of
the AID Representative management of the assistance program.

The audit concluded that AID's development strategy had not been

successful. Although AID's development projects and food aid
achieved some results, little long-term improvement had occurred
in Guinea-Bissau's ability to attain food self-sufficiency.

Many of the development problems identified in Guinea-Bissau
were common to those found in other AID programs. However,
extremely poor working conditions made the problems more
difficult and more costly to cvercome. Importantly, Government
of Guinea-Bissau economic policies posed long~term constraints
to achieving AID's assistance objective. 1In addition, program
and administrative management by your Office needed improvement.

AID's assistance strategy needs to be reevaluated. A study
should be conducted of major impediments to the program's
success in achieving economic assistance objectives. Also,
OAR/GB needs to improve program and administrative management.

The report recommends a reassessment of AID's assistance
strategy, including a study of major impediments to the
program's success. A recommendation is also made to improve
program and administrative management.

Your comments, which included input from the Africa Bureau, and
actions taken during and after audit field work, were considered
in revising the draft report. Your suggestions were helpful in
clarifying certain facts and improving the report
recommendations. Also, actions already taken and those planned
by the Africa Bureau, the Regional Economic Development Services
Offices for West and Central Africa, and your Office should
greatly improve AID's development effort in Guinea-Bissau.



Please advise me within 39 days of any additional information
relating to action taken or planned to implement the audit
recommendations.

I appreciate the cooperation and courtesy given tc the RIG/A/WA
staff during the audit.



EXECUTIVE SUMMARY

Ranked among the 20 poorest countries in the world,
Guinea-Bissau has a population estimated at 858,000, with a per

capita income of $170 a year. In 1974, following war,
Guinea-Bissau gained independence from Portugal. The country's
economy has been characterized by stagnation and poor
performance. Althouvgh AID's assistance objective was

humanitarian immediately following independence, its long-term
objective has been to assist Guinea-Bissau in achievirg food
self- sufficiency. This was to be accompiished by increasing
food production through projects that help build government

infrastructure, and provide farmers with technology and
equipment. Between 1976 and 1986, AID had authorized about $19
million for development assistance. In addition, $16 million

in food assistance had been provided under P.L. 480 Title II.
AID management was administered by four AID direct hires, a
U.S. contractor, third-country nationals and local personnel at
a cost of about $800,000 per vyear. Management and technical
services were also provided by the Regional Economic
Development Services Office for West and Central Africa,
located in Abidjan, Ivory Coast.

The Office of the Regional 1Inspector General for Audit/West
Africa made a program results audit to assess (1) AID strategy
in meeting its assistance objective, and (2) Office of the AID

Representative/Guinea-Bissau management of the assistance
program,

AID's development strategy in Guinea-Bissau has not been
successful. Although food aid and development projects had
achieved some results, little long-term improvement had
occurred in Guinea-Bissau's ability to attain food
self-sufficiency. Also, the Office of AID
Representative/Guinea-Bissau program and administrative

management was not effective.

AID's assistance strategy needs to be reevaluated. A  study
should be conducted of major impediments to the program's
success in achieving economic assistance objectives. Also,
OAR/GB needs to improve program and administrative management.

If it is to be successful, AID development assistance must
include realistic assessments of the working and economic
cenditions of the country where AID programs are to operate.
AID's ability to accomplish its long-term assistance objectives
in Guinea-Bissau was limited by difficult working conditions

and unfavorable economic policies. AID did not effectively
consider these constraints in operating its assistance program
in Guinea-Bissau. As a result, AID's food and development

assistance helped alleviate the effect of drought, contributed
laboratories and other facilities, devaloped a crop protection
service and helped train people, but the assistance marginally
achieved the long-term AID objective of helping the country



develop food self-sufficiency. Furthermore, the conditions
found in-country made it costly to operate the program. The

report recommer.ded AID's strategy and objectives be
reassessed. The Africa Bureau and the AID Representative
agreed.

AID Handbooks provide gquidance to help missions better monitor
program performance and administer mission operations. Also,
to provide additional support and guidance, small country
offices such as Guinea-Bissau are encouraged to use the
services of the Regional Economic Development Services Office.
The Office of the AID Representative/Guinea-Rissau program and
administrative management was not effective because it did not

adequately (1) measure project results, (2) revise project
implementation schedules, (3) reassess project assumptions, (4)
monitor food assistance, (5) document site visits, or (6)
follow AID administrative management qguidance. In addition,
due to various misunderstandings, Regional ‘lconomic Development
Services Office support to the representative was not
effective. Management weasknesses contributed ‘o problems in
implementing the AID assistance program. The report
recommended improvements in program and administrative

management, and more effective regional support. The Africa
Bureau and the AID Representative agreed.
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AUDIT OF AID ASSISTANCE
TO GUINEA-BISSAU

PART I ~ INTRODUCTION

A. Background

Ranked among the 20 poorest countries in the world, Guinea-
Bissau has a population estimated at €58,000, with a per capita
income of §170 a year. In 1974, following war, Guinea-Bissau
gained independence from Portugal. After independence, the
Government of Guinea-Bissau (GOGB) unsuccessfully followed a
socialist development model, resulting in economic stagnation
and poor performance. Beginning in late 1984, the Government
reassessed 1ts economic policies and began to institute
long-term reforms aimed at improving economic performance.
Chief among these reforms were currency devaluation, increased
market prices for farmers, ¢°d increased privatization of
economic activity.

Although AID's assistance objective was humanitarian
immediately following independence, its long-term objective has
been to assist Guinea-Bissau achieve food self-sufficiency by
increasing food production through projects that help build
government infrastructure, and provide farmers with technology

and equipment. More recently, AID has also focused on private
trade and investment. Between 1976 and 1986 AID had authorized
about $19 million for assistance projects (see Exhibit 1).

Also, $16 million in food assistance had been provided under
P.L. 480 Title 1II to ease drought-related shortages. AID also
provided participant training in the United States &and third
countries, primarily for GOGB personnel in agriculture. 1In
fiscal years 1985 and 1986, $420,000 and $230,000,
respectively, were provided for training.

As of September 1986, the Office of the AID Representative/
Guinea-Bissau (OAR/GB) was responsible for four projects
authorized at about $13 million. Obligations and disbursements
were as follows:

As of September 1986
(000)
Obligations Disbursements

Rice Production II (657-0009) $ 4,500 $ 3,086
South Coast Agricultural
Development (657-0010) 4,220 850
Technical Skills Training (657-0011) 1,500 73
Food Crop Protection III (657-0012) $ 1,250 $ 102
Total $11,470 $ 4,111



AID planned to spend about $2 million a year for current and
follow-on projects. In fiscal year 1987, AID planned to
continue activities under the Technical Skills Training project
through initial funding of a $4 million agro-industrial
project. A $6 million follow-on to the Rice Production project
was proposed for fiscal year 1988. OAR/GB was also seeking
AID/W approval for $1.2 million in fiscal year 1987 for a P.L.
480 Title II (Section 206) program. This was to be part of a

three-year program whereby the amount of food assistance
provided would be contingent wupon GOGB's performance in
pursuing economic policy reforms. OAR/GB also requested

$500,000 for training activities in fiscal year 1987.

AID assistance 1in Guinea-Bissau was administered by four AID
direct hires, one U.S. personal services contractor, six
third-country national contractors, and nine local employees.
In fiscal years 198% and 1986, about $800,000 each year was
budgeted for operating costs. OAR/GB resources could be
augmented by requesting assistance from the Regicnal Economic
Development Services Office/West and Central Africa
(REDSO/WCA), located in Abidjan, Ivory Coast. This Office
provides project design, evaluation, contracting, legal and
financial services to small AID field offices, including
Guinea-Bissau.

B. Audit Objectives and Scope

The Office of the Regional Inspector General for Audit/West
Africa made a program results audit to assess (1) AID strategy
in meeting its assistance objective, and (2) OAR/GB management
of the assistance program. The audit was conducted at OAR/GB,
two project sites in Guinea-Bissau, and at REDSO/WCA.
Discussions were held with Africa Bureau and OAR/GB officials,
AID contract personnel, officials from REDSO/WCA, the U.S.
Embassy/Rissau, the GOGB, the International Monetary Fund, and
several United Nations agencies. Budget presentations, project
and administrative files were examined at OAR/GB, at the Rice
Production project site in northeast Guinea-Bissau, and at
REDSO/WCA. AID evaluations of project results were reviewed.
Within the scope of the audit, the adequacy of internal
controls was also examined.

This was the first audit by the Office of the Inspector General
of the Guinea-Bissau program. The audit covered AID assistance
from 1976-1986 including about $7.8 million of the $8.6 million
expended on projects during that period. Audit coverage of the
P.L. 480 Food Assistance Program was based primarily on a
REDSO/WCA program evaluation conducted in early 1986. Field
work was completed in December 1986. OAR/GB, REDSO/WCA, and
the Africa Bureau were provided a draft report in December
1986. OAR/GB comments including input from the Africa Bureau
were received in March 1987. REDSO/WCA also commented on
certain parts of the report. Their comments have been
incorporated in the report as appropriate and the full text of



Bureau, OAR/GB and REDSO/wWca comments is included as
I. The audit was made in accordance

Appendix
government auditing standards.

with generally accepted



AUDIT OF AID ASSISTANCE
TO GUINEA-BISSAU

PART II - RESULTS OF AUDIT

AID's development strategy in Guinea-Bissau has not been
successful. Although food aid and development projects had

achieved some results, little long-term improvement has
occurred in Guinea-Bissau's ability to attain food
self-sufficiency. Also, the Office of AID Representative/

Guinea-Bissau program and administrative management was not
effective.

AID's assistance strategy needs to be reevaluated. A  study
should be conducted of major impediments to the program's
success in achieving economic assistance objectives. Also,

OAR/GB needs to improve program and udministrative management.

The report contains two recommendations directed toward
reassessing AID's assistance strategy and improving the
management of program and administrative operations.



A. Findings and Recommendations

1. AID Assistance Strategy and Objectives Needed to be
Reevaluated

If it is to Dbe successful, AID development assistance must
include realistic assessments of the working and economic
conditions of the country where AID programs are to operate.
AID's ability to accomplish its long-term assistance objectives
in Guinea-Bissau was limited by difficult working conditions

and unfavorable economic policies. AID did not effectively
consider these constraints in operating its assistance program
in Guinea-Bissau. As a result, AID's food and development

assistance helped alleviate the effect of drought, contributed
laboratories and other facilities, developed a crop protection
service and helped train people, buli t{he assistance marginally
achieved the long-term AID objective of helping the courtry
develop food self-sufficiency. Furthermore, the conditions
found in-country made it costly to operate the program.

Recommendation No. 1

We recommend that the AID Representative/Guinea-Bissau, with
the assistance of the Regional Economic Development Services

Office/West and Central Africa, and the Africa Bureau,
evaluate, update and revise, as necessary, AID's objertive and
strategy in Guinea-Bissau. In proposing a revised strategy,

the evaluation must address:

(a) the poor working conditions in the country and the
difficulties of implementing the current projects;

(b) the influence that the Government of Guinea-Bissau's
economic policies might have on implementing the strategy;
and

(c) ways to reduce the management costs of the assistance
program.

Discussion

AID development assistance objectives and strategy must include
realistic assessments of (1) the conditions in the country
where its program will operate, and ‘2) the government's
policies needed to achieve assistance objectives. Assessments
are particularly critical in emerging nations such as
Guinea-Bissau, which, at independence, had inherited a
war-devastated economy, few trained people, little
institutional or physical infrastructure, and no experience in
planning and administering development programs. The
importance of a country's economic policies was emphasized by
the AID Administrator in June 1986 when he stressed the need
for economic restructuring, such as increasing prices paid to
farmers, in order to enhance economic development.,



The audit found that AID's strategy to help Guinea-Bissau
achieve food self-sufficiency had not been successful. Review
of projects for which data were availablel/ showed that most
projects had made little progress in meeting their objectives.

Some positive results were noted. Laboratories and other
facilities were constructed, a crop protection service was
developed, and training was provided. However, most projects

had significant problems and were not successfully meeting
their objectives. For example,

-- after eight years, a $2.4 million Agricultural Development
Project had yet to achieve significant results;

-- activities on a $1.9 million Food Crop Protection Project
had been stifled for about two years by lack of vebhicles,
spare parts and fuel;

-~ afte. about seven years, the $4.5 million Rice Production
Project had yet +to demonstrate the new technology had been
adopted and could be replicated by the local farmers;

-- the §$5.5 million South Coast Development and the $1.5
million Technical Skills Projects were close to two years
behind schedule and had yet to show tangible results.

Appendix 2 discusses the results of the audit of development
projects.

AID's development assistance strategy did not include realistic
assessments of conditions in the country or host government
policies. Many of the problems icentified in Guinea-Bissau
were common *o  those found in other AID programs, such as
delayed projects, impeded implementation due to 1lack of fuel
and spare parts, and credit funds not achieving intended
results. However, difficult working conditions and GOGB
economic policies made these problems even more difficult and
costly to resolve. Consequently, there were long-term
constraints to achieving AID's objectives. 1In reassessing its
strategy and assistance objectives, AID must address the
specific conditions in Guinea-Bissau, including host government
policies and assistance objectives.

Working Conditions in Guinea-Bissau - Some of the causes for
limited program results and project implementation problems
could be traced to OAR/GB management weaknesses (see Finding
Number 2). However, the problems were also largely
attributable to difficult working conditions in Guinea-Bissau.
These conditions not only impeded OAR/GB management but
significantly increased operating costs.

1/ Data were available for six of nine economic develorment
projects representing about $17 million of the $19 millinn
authorized since 1976.



Responding to audit results which indicated the lack of
progress on AID projects, the AID Representative noted that
Guinea-Bissau was one of the poorest countries in Africa, and
as such, had 1limitations not found in other maximum hardship
posts. He wrote:

"The types of skilled personnel that A.I.D. normally
uses (secretaries, accountants, accountants (sic),
adminiscrative and contract personnel, accountants
(sic), etc.) are difficult to recruit in Bissau, and the
Mission has to compete with the Government and other
donors for the scarce personnel available. These
persons more often than not are inexperienced and have
poor work habits.... There are practically no
opportunities to do in-country procurement of equipment,
office supplies and materials. Few, 1if any, support
services in the form of domestic consulting firms,
administrative suppliers and repair services exist.
Power outages and water shortages [occur] on a daily
basis, and the Mission in the absence of a generator
would have to cease operatinns for several hours per
day. Breakdown of typewriters and reproduction
equipment are frequent and must await the arrival of a
technician from Dakar to be repaired. These costs are
in hard currency. Taken together, these factors alone
would make the implementation of an A.I.D. program
difficult."”

In spite of these conditions, the ATD representative believed
it was possible to move projects forward and obtain positive
results in the difficult environment found in Guinea-Bissau.

The audit also found that AID direct hire staff, burdened with
administrative matters such as budgeting, translation of
documents, and logistics support, were able to spend only about
one-half of their time on project management.

Cost of Operating Program - Operating an assistance program
under these <conditions increased AID's management costs. The
OAR/GB operating expense budget for fiscal vear 1586 was over
$800,000 and was expected to exceed $1 million in 1987. This
compares to an  annual AID assistance program of about §$2
millior. The high cost of doing business in Guinea-Bissau is
illustrated by comparing its costs to the Foreign Affairs
Administrative Support (FAAS) costs of otner relatively high
cost AID offices in Africa. 1In fiscal vyear 1986, annual FAAS
costs for OAR/GB were about $70,000 per U.S. direct hire, the
highest in Africa. This compared to $50,000 per capita in
Sierra Leone, and $41,000 per capita in Burundi. Larger AID
missions, for example Senegal which cost only about $6,500 per
capita, are better able to keep per capita costs down because
costs can be spread over a larger number of people.




OAR/GB agreed with the audit analysis of high operating costs,
citing the FAAS costs as a major cause. OAR/GB was seeking
ways to reduce these ccz“s and intended to monitor them closely
with help from REDSO/WCA. Also, a February 1987 AID/W
management study contained several recommendatisns on reducing
costs, such as reducinag local staff, combining functions, and
terminating AID warehouse facilities. These and other
recommendations were under review by AID/W and OAR/GB.

Economic Policies - AID assistance efforts face long-term
constraints caused by unfavorable GOGB policies and poor
economic conditions, including (1) GOGB below-ccst prices for

farmer production, (2) deteriorating balance of payments, (3)
an overvalued currency, and (4) a stagnant marketing system
making food and other products unavailable. One result of

these factors, according to a 1984 AID evaluation of the Rice
Production project, was that 5 to 40 percent of the country's
ri~2 production was sold in black markets, mostly to adjacent
Senegal and Guinea, with 1little benefit to the national
economy. Unless the aforementioned conditions change, improved
food self-sufficiency, such as through AID's major rice
production project, seems unlikely.

Begun in 1984, GOGB's progress in policy reform has been uneven
to date. AID studies in 1984 and 1985 acknowledged GOGB had
made progress but had encountered delays. As of 1986, the GOGB
plan for economic reform was behind target and, according to
OAR/GB personnel, had not been far reaching enough to cause
significant improvements. Discussions with officials from the
International Monetary Fund, the United Nations Development
Program, and the Food and Agriculture Organization confirmed
that GOGB policy reforms were a major deterrent to farmer
motivetion, and that changes were necsssary.

Recent negotiations with the International Monetary Fund called
for another currency devaluation, reduction of the government
work force, and easing of pricing policies. 1In commenting on
the draft report, OAR/GB stated that the GOGB's economic
policies were in the process of changing as a result of its
implementation of the International Monetary Fund/International
Bank for Reconstruction and Development program of policy
reform. He cited agricultural price increases as an example of
such change. In addition, he stated that as reforms are made,
AID should be ready with appropriate agricultural technology to
assist farmers in taking advantage of the policy changes.

In conclusion, AID assistance strategy has not adequately
considered the effect of poor working conditions and

unfavorable GOGB economic policies. Implementation of the
assistance program has been difficult and costly, and results
have been limited. Unless AID strategy is reassessed and

revised to better reflect country economic conditions and
policies, little will be gained through further implementation


http:polic.es

of the current $11.5 million project portiolio, or through
additional programs which may be approved.

Management Comments

The Africa Bureau and AID Representative agreed with the thrust
of the draft report recommendation but suggested certain word
changes. They agreed to (1) evaluate, update and revise . the
AID strategy in Guinea-Bissau, addressing major factors cited
in the audit report, and (2) evaluate several ongoing
projects. They also provided additional information to clarify
some aspects of the report (see Appendix 1).

Office of Inspector General Comments

The draft report recommendation was changed along the 1lines

suggested. Additional information was included as deemed
necessary. The Bureau's and OAR/GB comments are considered
responsive and the recommendation is resolved. The OAR/GB

should keep the Office of Inspector General informed on
progress made in implementing the recommendation.



2. Program and Administrative Management Could Be Improved

AID Handbooks provide guidance to help missions better monitor
program performance and administer mission operations. Also,
to provide additional support and guidance, small country
offices such as Guinea-Bissau are encouraged to use the
services of the Regional Economic Development Services Office.
The Office of the AID Representative/Guinea-Bissau program and
administrative management was not effective because it did not

adequately (1) measure project results, (2) revise project
implementation schedules, (3) reassess project assumptions, (4)
monitor food assistance, (5) document site visits, or (6)
follow AID administrative management guidance. In additic:a,

due to various misunderstandings, Regional Economic Development
Services Office support to the representative was not
effective. Management weaknesses contributed to problems in
implementing the AID assistance program.

Recommendation No. 2

The Office of the AID Representative/Guinea-Bissau, assisted by
the Regional Economic Development Services Of fice/West and
Central Africa, and the Africa Bureau, strengthen controls over
the management of the program and the Office of the AID
Representative/Guinea-Bissau operations.,. Matters to be
addressed are:

(a) developing base line data for assesring project results,
preparing implementation schedules, reassessing project
assumptions and issuing guidelines for site visits, ;

(b) monitoring the use of P.L. 480 counterpart funds;

(c) developing an operation manual, improving inventory
controls and mission files; and

(d) reducing misunderstanding by concluding an agreement with
the Regional Economic Development Services Office/West and
Central Africa to better define their and the Office of the
AID Representative's responsibility and promote a better
relationship.

Discussion

AID guidance for project and administrative management is
contained in Handbooks 3 and 23. Guidance is provided to help
assure that projects and AID offices are managed effectively,
economically and efficiently. For project management,
monitoring is emphasized so AID offices can react to problems
promptly and effectively. Monitoring requires (1) measuring

project results, (2) revising implementation schedules to
account for delays, ({3) systematically revalidating project
assumptions, and (4) conducting site wvisits. For food

assistance, guidance is available to monitor food and the wuse

- 10 -~



of funds generated from food sales for development assistance.
Good administration is achieved through methods such as
operation and policy guidelines, controls over finances and
property, and proper filing systems. In implementing AID
guidance, small missions such as OAR/GB can call on REDSO/WCA
assistance.

The audit showed the need for more effective management of the
development assistance projects, the P.L. 480 program, and
office administration. More effective management was possible
by better following Handbook guidance.

Project Results =~ OAR/GB did not measure project results
adequately. Without this information, OAR/GB could not
effectively determine if projects were meeting their objectives.

For example, the Rice Production project was intended to
increase food production and i:comes of about 1,200 small farm
families and to demonstrate that these benefits could be

replicated to other farmers. The project was to provide
improved technologies, such as water management, new planting
methods, use of tfarm implements, and improved seeds and

fertilizers. After six vyears of project activities, no
reliable data were available to show (1) the number of families
participating in the project--OAR/GB estimates ranged from 250
to 800, (2) overall increases in rice production yield and
farmer income, or (3) the level of farmer acceptance of the
project's production technology.

The OAR/GB indicated that information about project activities
was available through technical assistance team periodic
reports, site visits, project evaluations ang OAR/GB staff

discussions. The auditors recognized that some of the
information necessary to measure project results was contained
in these documents. However, Handbook 3 suggests a system

which periodically measures results and focuses information in
a more meaningful and systematic manner.

Implementation Plans - Good project management requires the
updating of implementation plans. Without wupdates, it is
difficult to determine progress, anticipate upcoming critical
activities and, in the case of a delay, to determine what can
be accomplished within the time remaining. The implementation
pPlans for the South Coast and Technical Skills projects, nearly
two years behind schedule, had not been revised.

The South Coast Agricultural Development project was delayed by
about two years but implementation plans had not been updated.
The project paper included estimates of 36 months for the
technical assistance team to strengthen the institutional
capability of the Department of Agricultural Hydraulics and
Soils at the site. Because of the delays, OAR/GB officials
said the team would not arrive until June 1987.



By June 1987, only 27 months would remain before the project
completion date. Updating the implementation plan should have
raised questions such as: Could the team accomplish in 27
months what was scheduled for 36 months? Should the project
completion date be extended? Would adequate funding be
available? Were other project activities affected?

The OAR/GB project officer indicated he was starting to update
the implementation plan. He said he haid waited for a firm
construction completion date since project activities could not
effectively begin until construction had been completed.

Project Assumptions - Assumptions are used in establishing
project goals and objectives. If an assumption is invalid,
project decisions can be faulty and accomplishments risk being
jeopardized. The AID Handbook notes that as conditions change,
assumptions should be reassessei and projects redesigned
accordingly.

OAR/GB reassessed some of the project assumptions such as the
potential for technical support from a GOCB agency on the South
Coast project. However, a key assumption of all projects, that
GOGB economic policies wculd encourage agricultural development
assistance, was not adequately reassessed.

For example, the Rice Production project was designed under the
assumption that GOGB pricing policies would not discourage
farmers to increase production. However, GOGB pricing policies
were a deterrent to rice production since GOCB was paying the
farmers less than their cost of production. The AID November
1984 project evaluation had cautioned the Mission that the
official price for rice was too low to motivate producers.

The assumption of favorable economic policies was critical to
success since the purpose of the project was to increase
production and farmers' income, and demonstrate to farmers that
project technology could be replicated. The assumption should
have been reassessed, which would have led to a reexamination
of project design and activities.

Site Visits - Project site visits are essential s0 AID can
independently isolate problem areas and identify follow-up
action. Also, a record, even if handwritten, should be kept of
the highlights. If wvisits are not regular, implementation
problems go unattended. If records are not kept, an
institutional memory cannot be maintained for subsequent
analysis.

The audit conuld not assess the adequacy of site visits because
records of visits were generally not kept, and OAR/GB personnel
were unclear about how many visits they had conducted and what
the results had been. For example, at the time of audit,
evidence was available to show that only three visits had been
conducted between January 1985 and October 1986 on the Rice
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Production project. None had been made to the South Coast
Development Project. In commenting on the report draft, the
OAR/GB stated that, according to his records, 19 site visits
had been conducted on these projects. He agreed to the need
for better written records and had issued a mission order
requiring staff prepare reports of site visits.

P.L. 480 Food Assistance Program - In February 1986, the
REDSO/WCA Food for Peace Officer reviewed the P.L. 480 program
in Guinea-Bissau. The review found (1) no formalized approval
procedure or follow-up on uses of local currencies generated by
emergency food-aid sales, (2) no GOGB reporting on food-aid
stocks and funds, (3) inadequate program monitoring due to
limited OAR/GB staff and (4) inadequate record keeping. The
report concluded that, although 1local currencies appeared to
have been used for development purposes as required, corrective
actions were necessary.

OAR/GB files contained little information on actions taken to
correct weaknesses found in monitoring the P.L. 480 Title II
program. For example, REDSO/WCA suggested the establishment of
a joint GOGB and AID committee to better control and follow-up
on approvals for the use of funds generated from the sale of
food. Although the study was performed in early 1986, at the
time of the audit 1little had been done to establish this
committee. Committee members had been identified, but not
formally appointed. By January 1987, the AID Representative
provided evidence that the committee had been formed and had
met.

As of October 1986, approximately $300,000 in local currency

under P.L. 480 Title IY remained to be programmed. For fiscal
year 1987, OAR/GB was proposing a $1.2 million P.L. 480 Title
II program. Under these conditions, it was esserntial that

management weaknesses be addressed to better control program
resources.

Administrative Management ~ Problems in program management were
compounded by weaknesses in administrative management. A
limited review of operations showed that OAR/GB did not have an
operation manual to quide administration. Additionally, OAR/GB
did not adequately control AID property and maintain complete
project files.

Operation manuals help assure mission operations are conducted
in conformity with AID procedures. Adequate controls assure
timely and good accounting over property. Well-maintained
files ease project management.

There were no records to account for mission property. Records
of beginning and ending inventories, and the transactions
accounting for the differences were missing. OAR/GB said that

a yearly inventory was conducted, but the document could not be
located during the audit. Also, no one was responsible for the
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storage of property between April and the time of audit,
October 1986, apparently due to shortage of qualified staff.

Because of lack of well-maintained project files, key project
documents were misfiled or difficult to locate. The
Agricultural Development Officer said he developed his own
filing system since OAR/GB files were disorderly. The OAR/GB
began corrective action to improve administrative files during
the audit. He was also initiating action to develop an
operation manual and inventory controls.

REDSO/WCA Services - Delegation of Authority No. 140 (DOA-140)
defines the roles and responsibilities of field missions and
the REDSOs. While larger missions retain ultimate authority
for project authorization and implementation, the authority of
smaller missions, listed under Schedule B DOA-140, is subject
to the concurrence of the cognizant REDSO director. AID
considers REDSO concurrence nececsary to ensure more effective
management.

Because they usually lack resources, small missions are
encouraged to seek REDSO assistance. This partnership can be
very sensitive. To promote good working relationships it is
important to establish a clear understanding of the roles and
responsibilities of both parties.

Misunderstandings between OAR/GB and REDSO/WCA hampered the
effectiveness of both parties. OAR/GB officials said they felt
REDSO/WCA wanted to play too large a role in CAR/GB
decision-making. For example, in an effort to reduce its
operating expense budget, OAR/GB wanted to use project monies
to fund a personal services contractor who was managing one of
the projects. REDSO/WCA questioned the decision because the
contractor performed several administrative duties, some
unrelated to project activities. REDSO felt the contractor
should be funded from operating expenses. According to
REDSO/WCA officials, the disagreement led to hard feelings.

REDSO/WCA officials believed the intent of DOA-140 was not
realized because OAR/GB was not requesting assistance as often
as necessary. For example, OAR/GB refused a REDSO offer to
send a team to appraise OAR/GB's operations in August and
September 1985. On another occasion, the regional commodity
management officer from REDSO/WCA offered to review OAR/GB's
procurement system, already identified as a problem area.
OAR/GB declined the offer.

By not assuring better program monitoring and administrative
controls, OAR/GB weaknesses 1in program and administrative
management contributed to problems in implementing AID
development projects and the P.L. 480 Title II program in
Guinea-Bissau. OAR/GB needs to significantly improve overall
management and should seek assistance from the Africa Bureau
and rely more on REDSO/WCA services.



Management Comments

The Africa Bureau and OAR/GB agreed that program and
administrative management needed improvement, and suggested
minor changes in the draft report recommendation. Management
also cited the following corrective actions taken or planned by
the AID Representative:

(1) AID/W assistaace has been requestead in developing an
operations procedural manual, estaolishing appropriate
management systems and procedures, and training a U.S.
contractor management specialist;

(2) the Africa Bureau has been asked to help improve project
and administrative fil’ g systems, and financial management
operations;

(3) a management study had been conducted by the Bureau in
February 1987 providing several recommendations to improve
overall OAR/GB management and reduce costs; and

(4) project evaluations of the South Coast Agricultural
Development and Rice Production projects would be made in
March/April 1987 1likely to lead to project redesign to
improve implementation.

REDSO/WCA comments to the draft report stated that REDSO/WCA
and OAR/GB had signed an agreement establishing working
relationships. As a result, REDSO/WCA's assistance had already
increased and the number of outstanding problems had been
reduced.

Office of Inspector General Comments

Management comments are responsive to the audit finding. The
recommendation has been revised as suggested, and other changes
have been made to the draft report as considered appropriate.
Based on actions already taken and those planned, the
recommendation 1is considered resolved. The OAR/GB should keep
the Office of Inspector General informed on progress made in
implementing the recommendation.
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B. Compliance and Internal Contrcls

Compliance

The audit disclosed no instances of noncompliance by the CAR/GB
or GOGB with applicable laws, AID regqulations or project
agreements. Also, nothing came to the attention of the
auditors which would indicate that items not tested were in
noncompliance.

Internal Controls

Internal controls needed improvement. Finding 2 discusses the
need for better controls over program and administrative
management. For example, project results need to be measured,
P.L. 480 Title II local currency must be monitored, and project
assumptions need to be periodically reassessed.
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Exhibit 1

AUDIT OF AID ASSISTANCE
TO GUINEA-BISSAU

Financial Summary of AID Projects

(in 000's)

Project Authorized
Number Project Title Amount Expenditures
657-0002 Agricultural Development $2,353 $2,255 1/
657-0003 Primary Teacher Training* 456 3/ 456 2/
None Accelerated Impact Project* 275 N/A
657-0004 Rice Production* 475 N/A
657-0006 Small Scale F'sheries* 500 413 2/
657-0007 Food Crop Protection 1,839 1,407 1/
657-0009 Rice Production II 4,500 3,086 1/
657-0010 South Coast Agricultural

Development 5,500 850 1/
6570011 Technical Skills Training 1,500 73 1/
657-0012 Food Crop Protection III 1,250 102 1/

$18,648 $8,642 +

* No files available

1/ Expenditures data from REDSO/WCA regional accounting office
as of September 1986.

2/ Latest information covered expenditures through fiscal year

1982.

3/ Authorized amount was estimated. Project had been
authorized for $2.516 million. However, funds were
deobligated after expenditures of $456,000 and the project

discontinued.

-
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3. AIGH COST OF ADMINISTERING A.I.D.

WE AGREE WITH THZ DRAFT AUDIT REPORT THAT THE COST OF ADMINIST~
ERING THY A.I.D. PROGRAM IN GUINEA-BISSAU APPFARS QUITF HIGH WHEN
COMPARED TO OTHER SMALL AFRICAN MISSIONS. THIS HIGH COST IS MAINLY
DUE TC THE HIGH FAAS COSTS WHICH ARE IN PER CAPITA TERMS ON® OF THE
HTIGBEST IN AFRICA. THE MISSION IS LOOKING FOR WAYS TO REDUCE ITS
SBART OF FAAS COSTS AND WILL SEE{ TO MONITOR 'HESE CLOSELY WITH
HELP FROM HEMO/ABIDJAN. IF FAAS COSTS APE DFDUCT®D FROM THE
EXGULER OPERATING EXPENSE FUDGET, THEN OPERATING COSTS IN GUINEA-
3ISSAU WOULD COMFARY FAVCOHABIY WITK OT4ER SMALL POSTS IN AFRICA.
IHL DRAYT AUDIY RZYORT SHOULD NOTE THAT A MANAGEMENT STUDY WAS
CAxRIED QUT BY AFR/MGT IN FPBRUARY 1987 AND 4AS MADE SEVIRAL
el MANDAE TIONS ON 110w THFSE COSTS MIGET EE REDUCKD BY CUTTING
2ACs ON CZATAIN LOCAL STAFF POSITIONS. COMBINING OTHER FUNCTIONS,
TEEMINATING A.1.D. #AREHOUSE FACILITIES, DROPPING A HOUSING LEASE,
FURLREX CONSOLITATING POST OPERATIONS AND REVIEWING LOCAL WAGE AND
COrPENZATION MZIASURES. THESE AND OTHER RECCMMENDAT IDNS ARE NOW UNDER
REVIEY Y AID/v AND OAR/G-F.

TH> L[XAFT AUDIT RTPORT SHOULD POINT OUT THAT PROGRAMS IN SMALL,
ISCLATE: CCUNT2IXS LIKE GUINEA-LISSAU ARF AL¥AYS COSTLY TO
EZMINIST<x SINCE NEARLY ALL GOODS ANI S®RVICES HAVT T0 PE IMPORTED
£4Z THIS ADDS EIGH THRANSPORT £0STS. RECYNTLY, THE SIZZABLE
SLFRSCIATION OF THE U.S. DOILAR HAS ALSC HAD AN IVMPACT IN INCREASING
GUR CPErATING COST IN GUIN:A-RISSAT,¢

4. NZED TC IMPFCYE PROGRAM AND ADMINISTRATIVE MANAGEMENT

IN GENIKAL THEI THRUST OF THEE DRAFT AULDIT REPCRT’S CONCLUSIONS ON
THZ NEZL TC IMPRCVE PXOGRAM AND ADMINISTRATIVE MANAGEMENT IS
ACCE’TEL, WEVERTHELESS, YE BFLIFVE THAT RECOMMENDATION NO. 2 SHOULD
EZ MODPIFIED ALCNG THEY FOLLOWIN® LINES:

ThP OFFICF CF TY® A,I.D, RYPRESENTATIVF/GUINFA~RISSAU, ASSISTED
Y THZ REIGICNAL DEVELOPMENT SZRVICES/WEST AND CENTRAL AFRICA AND
THxy 4¥21CA BURLAU SHUULD DEVALOP OPERATIONAL AND POLICY GUIDELINES
TC GLIv BETTER MANAGFFMENT COMTROL OVWR TYE PROGRAM, IMPROVE PROGRAM
L ¥ECTIVENASS AND REDUCF OPERATING COSTS OF CAP~G-F OPERATIONS.
TCr1C: THAT SHCULD BY ADDRRESSED ARF:
£. OZVsLOPING EASELINE DATA FOR ASSESSING PROJECT RESULTS, ISSUING
GUITKLINIS F02 SITE VISITS, PREPARING IMPLEMENTATION SCHEDULES
AND ABACSESSING PPOJECT ASSIMPTIONS;

Eo MOMITORING THE USE Q¥ P,L. 432 COUNTERPART FUNDS; AND

C. DEyXNLCPING A 327 CF OPERATIONS MANUALS; AND FURTHER, TEE OAR-
G-B ANLD REDS(,'WCA WILL NFGCTIATE AND CCNCLUDE AN AGREEMENT DEFINING
1icld RES-ECTIVE RESPONSIBILITIFS, THIS MEANS HAS PROVED FFFECTIVF
LLIZwa¥RE AMD WE TRLIEVRE COULD FE HELPFUL IN RESOLVING SUCH QUES-
“ICHC. TEL DRAFT AUOIT RYPORT POINTS OWT THAT ONLY A VEW SITE
VISITS WERZ MADE EY OAR/GE AND NOTES THAT SITE VISIT REPORTS ARE
AOT AJAILABLE IN CALR/GB FILRS (PART IT, 2P, 24, 25, AND 27). CON~-
TRARY 7O THIS ETATEMENT, OAR/GB RECORDS SHOW TEAT BEGINING IN MAY
1¢e5 THROUGH OCTO:%R 1683, A TOTAL OF NINETREN PROJECT SITF VISITS
WERE MEIE TO TEE RICL PRPODUCTION AND SGUTH COAST PROJECTS.

NEvexTHELESS, MISSION AGREES wITH THE DRAFT AUDIT REPORT THAT
IT NS:DS T0 KEEF FETTER WHITTEN FECOPDS OF THESE VISITS. SINCE
TEX vISIT OF THE AUDIT 73AM, OAR/GE HAS ISSUFD A NEW MISSION ORDER
LAYING OUT THE REQUIREMENT FOR THE PRFPARATION OF SITE VISIT REPORTS.

5. REVISTON OF AFR/CCWA STATEMENT
IN SECONT PARAGRAPH CONUP. 36, BIGINNING WITH SECOND SENTENCE, IT

UNCLASSIFIED BISSAU @#BERS/02
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SECUID TF RIVISED AS TCILOWS CUOTE BY 1965, THIS WAS MO LONGER SO
FECALE: €0ME OF ThE FARLIER PROFLEMS NOTED YAVE FEEN ADDRESST®EL.

€. COMMINTE CN SPYCIXIC PROJECTS

A. A4~ ICULTURAL DEVIICPMENT PRQJECT (¢e22) PP, 2 AND 1%, THE
DEAYT AULIT REPOYT, AS:LURRFNTLY WRITTEN DOES NCT TA¥E INTO
ACCCINT ACHEIVEMEWTS MuLDE UNDER THIS PROJECT, INCLUDING THF
CUMZLETICK CF PHE COMSTRUCTICN OF & SFED LAE, TWC WAREHOUSES, A
GZ-ENACUYE £ND PAIMOLOGY LATCAPORY. 1IN £DDITION, T™HE PARTICIPANTS
$EC CUMPLTTRD LC 'G=TERY” TRAISING IN 7Y% U.S. FAVE ASSUMED IMPCRT-
TALT MILIIZ-LEVEL POSITIONS IN AKZAS SUCEH AS ECUIPMENT MAINTENANCE
AND UPar 0 rRERETS SUPPLYL. DIRTOTING 2% SCIL’S LASORATCRY, SUPFR-
VIZIMe TED CARTOGFAPRY DIVISIQOY CF LUF MINSTRY AND SUPERVISING
Sao ARECNOMIC STUNTES, TEIS 1S NOT A SMALL ACEIZVEMENT IN VIEW
(X Taf LLIVEESITY-LEVIL TRAINEL PTOPLE AVAILALL® AT THR TIME OF
INZE22ND20CC CNLY SLIGHTLY MORE "Ha® A PZCALT 2GO AND THE SMALL
WUREI CF PICPLE STILL IN GUINEA=TTISSAY #HC YUALITY FOR ENTRANCE TO

Uels UNIVIRCITIES.,
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E. 130D CRCF PROTLCZTION IT a2 II PrOJECTS (2277 AND 1212) PP,
1L,_J.2)

TFE COMMENTS IN THE DEATT AUDIT RYPCFT APPE4P TC SWILL VAINLY
ON Ths FFORLEMS FZIND IN THIS PROJI™T, IN JTC0EFE2 T) ZIVE SOUR
BEALANCE TO TYE REPCRT, WE EILIVE TRHAT THF ROLLONING ACEIEVEMENTS
JUNIZE THIS PFOJECT S3OULD Br NOTED. THE NATIONAL CROP PROTECTION

SZRVICE (CP3) E4S EVOLVED FROM A FPAPFR CONCEPT INTO A VIABLE
ENTITY FCGE PEST CONTEOL. CPS ACTIVITIES HAVE NOW BEEN EXTENDTD T3
ATT TCUx OF TYE COUNTRY’S REGIONS, WITE 23 N¥TIL-TRPAINED FIELD

AGENTS, TER®E FIELT :UPFHVIQOnS, TWC SCIENTIFIC OFFICJPS AND ON¥
N2TIONAL DIF.CTOR. IN ATDITION TO 7HIS, 2237 VILLAGE®S =47E BIEN
ReCREUITET UsDFR THEY WIRLD FCOD PROGEAM (FOOD-%0R-WORY PR SRA“\ 0
£E5S1ST IN SJRVEY 4nD CONTROL CF CPIRATICNS. PCSTERS FV“ CRLLENDBES
DEPICTING CROP PRCTUECTICN HAVE 2Z3M PROZUCSED AND DISTRIXUTED T) FAR
PAMILIES. ALY R4TIC PRUGEAMS IN VARICUIS DIALECTS DRLIVERING CROF
P?UT'CTI“\ \u'S AF < TEING EROADTASTFED NATIONWIDE.

YEZ ACLDIT RrEPCET ON PAGE 25 STATES QUOT® THAT THY PROJECT EAD
DISTRIGUTED ONLY £2 PCT OF THE PZSTICIDES TO FARMERS. ACCORDING T)

N CAR/TE OFFICIAL, THE TELIVERITS VERE TOO LATR FOR %CFECTIVE PRS1T
CONTROL SINCE TZIS W&S TEZ EIND OF TEX ZROWING SFASON. UNDUOTE. W®
RoCOMMEND THAT TEE STATEMINT AS QJUOIFD AS52VF BE DELFTED. THE
PECIECT PAPZR SEOWS TEAT DPESTICIDES »FRT ONLY TY B® USRD IN AN
LMIESENCY SITUATION WZEN DTHEER PEST JONTROL MITH)DS FAITED. IT
SEGULD 4LSO EE NOTEZD TFAT THE PESTICINAS ¥?7RE PRCPAFLY ITJRET.
IN AT2I710N, THD DTAFT AUDIT REPC T ¥ATLS TU TAYE INTO ACCOTNT THE
FACT TYAT SPAKE PARTS FOR VEFICLES 2ND MOTDD9IK?S HAaT ®EZN JOPDTIPED
AND wi:l LUZ IN EISSAU IN FEBRAUARY 1087, AND HAVE SINC® BYEN
ILIVEFED.
C. RICE PRCDUCTION PIOJECT (2€@2) PP, 12-17%
THr DTAFT AULDIT KEPORT CITES A NUMPY® QF THE PROERL¥MS ENCOUNTEFED
IN IMPLEMeNTING TEIS PROJECT. THE TREAFT SEOULT ALSO NJTE THAT
Thnx MISSION HAS PLANNRL TO CARRY CUT AN EVALUATTON OF TI3 PLOJECT
WITE PETSO/#CA A4SSISTANCE IN MAPCI/APPIL 1327. IN ADDITION, ON PASGY
2%, TH% DZAFT RRPCFT SHOWS FICTURTIS OF EQUIPMANT 4AD A -ArION NEICC
STATES THAT FLOUIHS AND FEWTILIZEZR #ERE LEFT JNZTARDED AND EXPOSED.
T:I8 CAPTION IS MIC LEJDIVJ. IN FACT T®F PLOUZES AND F"""TLT'VF:> HEVT

o -3

frrwy, AND STILL AxF, SRCURED EEEIND § FENZE WITH GU4RDS POSTED

I. 50U0TE COEST AGRICULTURX DEVELOPMINT PROJECT (2012) PP 13-1?
TnE DR4PT AUDIT RIFCRT SHCULD NOTT THEAT AN FVALDATION OF THIS

rEQJLCT 2AS ELEN SCHFTCULED RBY TH1 MISSION #ITY REDSO/4CA ASSIST~

ANCE IN APRIL 1987, WHICH TS LIXELY 70 RESULT IN PROJICT LESIZN

vOLIIICA’IIO\S

E., TECENICAL SKILLS TRAINING (9211) F 17

SOMP (THERK EXAMPL=ES CF DDO"LESS T AT MI ;HT BE NOT¥D IN THE DEAFT
AULIT FEPOFT ON TEIS PROJECT INCLIUDL- A CJRRIZULIM RENESIGN STIDY
EAS :ZzN CUMPLZTED AND CHANZTS HAVE TEEN ADOPI®D TY TUF SATIONAL
INSTITUTL FOR PROF:SSIONAL TEAINING; THE FISRST 2LASS OF TRAINFES
In OFFICE~BUSINZES ADMINISTRATION FAD ZRADUATED AND IS 23INS PLACED
IN THE PLIVATE SZCTOZ; AND STUDIES CF GUINRA-BISSAU’S PRIVATZ S.0TOF
AND AGFO-INDUSTRIAL POTENTIAL ARE ALREADY UNDEFRZAY,

ZiPACTIOMS TAsen BY MISSICN T0 ADDRrSS PROELEMS CITED IN THE AJDIT
IN Tel ADMINISTRATIVE MANAGEMENT ARTA, OAR/GE HAS REQUESTED
AIT/W T0 PROVIDE TLY ASSISTANCE IN DEVELOPING AN OPERATIONS
PRCCEDURAL MANUAL; ESTABLISHING APPROPRIATE MANAGEMINT SYSTEMS ANT
PROCEDURES, AND IN TRAINING A US/PSC MANGEMENT SPECIALIST. THE
OAR/GB HAS ALSO REQUESTED AFK/MGT ASSISTANCE IN IMPROVING PROJECT

IJNCLASSIFIED BISSAU 222583/93 ’\/";
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AND ADMINISTRATIVE FILING SYSTEM AS WELL AS FOR A CONTRACTOR TO
ASSIST IN IMPROVING FINANCIAL MANAGEMENT OPERATIONS. IN ADDITION,
A MANAGEMENT STUDT OF OAR/GB WAS CARRIED OUT IN FEBRUARY 1987,
WHICH PROVIDES SEVERAL RECOMMENDATIONS FCR IMPROVING OVERALL OAR/G3B
OPERATIONS AND FOR REDUCING OPERATING RXPENSES ASSOCIATED WITH
RUNNING THE USAID CFFICE. BESIDES WORKING CLOSELY WITH AFR/MGT AND
RFMO/ABIDJAN TO IMPLEMEZNT THE RECOMMENDATIONS OF THE MANASEMENT
REPORT, OAKk/BISSAU WILL AS A RESULAR PART OF ITS OPERATIONS LOOK FOR
ADDITIONAL wAYS TO REDUCE O.E. EXPENDITURES AND INCRZTASE OPERATIONAL
E¥FICIENCY.

ON THE PRCGRAM SIDE, THE OAR/GB HAS REQUESTED RFDSO/WCA ASSISTANCE
IN CAFRYING OUT PROJECT EVALJATIONS IN MAPCHA/APRIL 1387 OF THE
SCUTH CCUST AGRICULTURAL DEVELOPMENT AND RICE PRODUCTION PROJECTS
WITH A VIEW TO MATING PROJECT DESIGN CHANGES AS APPROPRIATE TO
gACILITATE IMPLEMENTATION. BLACKEN

T
#2643
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ACTION: RIG-2 INFO: DCM
VICICTAA?BSEVA601 LOC:
PP RUTADS 12 MAR g7
DE RUXHAB #7041 9780911 CN: 133E1
IZINR UUUUU 22RH CHRG: AIT
P 1969117 MAk 87 DIST: RIS

FM AMEMBASSY ABIDJAN

TO RUTADS/AMEMBASSY DAKAR PRIORITY 2415
INFO RUFHPBI /AMEMBASSY PBISSAU 63785

INFO RUEHC/SECSTATE WASHDC 6275

BT

UNCLAS ABIDJAN 87341

AIDAC
FOR RIG/A/WA

E.0. 12356:N/A
SUBJECT: GUINEA BISSAU DRAFT AUDIT REPORT

REF: BISSAU @529

REDSO/WCA SUPPORTS USAID COMMENTS ON THE DRAFT AUDIT
FEPORT AS EKPRESSED IN FEFTEL AND WOULD LIKE RIZ/WA AND
AID/¥ TO NOTE THE FOLLOWING RECENT DEVELOPMENTS:

A. IN RESPONSE TO AUDIT RECOMMENDATION NO. 4, AN
AGREEMENT HAS BEEN WORKED OUT AND SIGNED BETWEEN THE
OAR/BISSAU AND REDSO/WCA WHICH PROVIDES A WORTIING
UNDERSTANDING BETWEEN THE TWO ORGANIZATIONS. AS A
DIRLCT RESULT, THE NUMBER OF REDSO/WCA TDY’S TO BISSAU
HAS INCREASED SIGNIFICANTLY IN THE SECOND QUARTER OF
THIS FY AND THE NUMBER OF OUTSTANDING PROBLEMS HAS BEEN
REDUCED. TEIS INCHEASED LEVEL OF SUPPORT TO THE BISSAU
MISSION IS EXPECTED TJ CONTINUE FOR AS LON3 AS
REQUIRED. A COPY OF THE AGREFMENT FAS BEEN FORWARDED BY
USAID BISSAJ TO THE RIG/WA AND THIS ACTION IS EXPECTED
TO RESULT SHOKTLY IN THE CLOSINZ OF REC. NO. 4.

b. HELSO/WCA IS WILLING TO ASSIST TEE USAID IN THE
PREPAEATION OF AN UPDATED SMALL COUNTRY PROGRAM STRATEGY
STATEMENT. UPCOMING TDY’S WILL PROVIDE AN OPPORTUNITY
TC WOKEK QUT THE DETAILS CF THIS EFFORT.

C. USAIL, ¥ITH REDSO/WCA SUPPORT AND CONCURRENCE, IS IN
PROCESS OF RECTIFYING A NUMBER OF OUTSTANDING PROBLEMS
IN THE SOUTH COAST AG DEVELOPMENT PROJECT VIA A PP
SUPPLZMENT. THE SUPPLEMENT WILL EMPFASIZE MANAGEMENT
ASPEICTS OF THE USAID/GOGB PROJECT AND PROVIDE ADDITIONAL
RESQURCZS AND TIME TO STRENGTHEN PROJECT

%gMINISTRATION. {UXx

#7041
NNNN
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Results of Audit of
AID Development Projects in Guinea-Bissau

Audit of six development projects, which represented about $17
million of the $19 million authorized since 1976, showed that
all projects experienced significant implementation problems
which limited effectiveness. As discussed below, the problems
ranged £from those commonly found in AID programs, such as lack
of fuel and spare parts, to more serious problems caused by
Government policies.

Agricultural Development Project (No. 657-0002)

This completed $2.4 million project, authorized in 1977, was to
initiate technology for seeds, soils, and plant disease
identification for wuse on future AID projects and to reclaim
land. After almost eight vyears, according to a 1985 AID
evaluation, the project continued to be dormant awaiting the
return of long-term trainees from the United States. Also,
apart from successful land reclamation and participant
training, the accomplishments of the project were limited. The
evaluation concluded that the project should be completed as
soon as possible.

Responding to the report draft, the OAR/GB noted some project
accomplishments. A seed lab, two warehouses, a greenhouse and
pathology laboratory were constructed, and participants who had
completed long-term training had assumed important mid-level
positions in areas such as equipment maintenance, spare parts
supply, soil laboratory, cartography and agronomics.

Food Crop Protection II (No. 657-0007)
Food Crop Protection III (No. 657-0012)

The Phase II project, aut'ori .1 in 1978 for about $1.9 million
and completed in 1985, was to help develop the GOGB's
infrastructure and to bring technology to farmers to protect
crops against insects and other pests. A February 1985
end-of-project AID evaluation reported that project activities
were progressing well and recommended a Phase III.

The Phase III project, authorized in 1985 for about $1.3
million, was to continue Phase II efiorts. 1In April 1986, the
AID project manager reported to OAR/GR that project
implementation was proceeding well and on schedule.

The audit identified several significant problems. In a visit
to the project site in October 1986, *he auditors found project
activities at a standstill because mos= project vehicles were
inoperative. The GOGB Acting Project Manager indicated project
implementation was curtailed during the past two years by



Appendix 2
Page 2 of 6

lack of transportation. For example, during the last growing
season (June to October 1986), 5 of 9 project vehicles
(including 2 new vehicles), and 23 of 35 motorcycles (including
10 new motorcycles) used by project extension agents were
sidelined due to lack of parts and fuel. As a result,
extension services were curtailed and only 50 percent of the
project pesticides were delivered to the farmers. According to
an OAR/GB official, this was too late in the growing season to
be of use.

Responding to the draft report, the OAR/GB stated that spare
parts for vehicles and motorbikes had been ordered and, as of
March 1987, had been delivered. The OAR/GB also asked that
reference to pesticide distribution be deleted from the report
as the project paper showed that pesticides were only to be
used in situations where other methods failed. The statement
has not been deleted because, regardless of what the project
paper stated, attumpts were made to distribute pesticides.

The OAR/GB also noted that these two projects had helped
develop a crop protection service with 28 agents, and
information had been distributed to farm families and broadcast
in the local language.

Rice Production Proiect (No. 657-0009)

This project, approved in August 1980, and authorized for about
$4.5 million, was to increase food production and farm income
of about 1,200 small families in northeact Guinea-Bissau, and
to demonstrate that such increases could be replicated
elsewhere. The project had been active since 1980 and was
evaluated by AID in 1984.

Available data indicated that project technology resulted in
significant increases i rice yields per hectare. However,
farmers' acceptance of the technology was questionable and it
was unlikely they would adopt it without continued AID input.

The 1984 AID project evaluation found only 10 hectares of rice
land had been developed against a goal of 400 hectares.
Furthermore, the evaluation noted that some of the technology
(water pumps) was not practical because of lack of fuel and
spare parts. As a result, water pumps were eliminated. The
project was redirected from the land development objective, to
greater emphasis on replicability, i.e., the technology brought
to the 1,200 farmers would be used by other farmers once they
realized the advantages.

OAR/GB estimated the project reached between 250 and 800
families by 1986, was active in 17 of 20 villages, and put 225
hectares wunder cultivation. While this may indicate good
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progress, an AID project evaluation, +“he U.S. technical
assistance contractor (AURORA) reports, and auditor interviews
with contractor and OAR,/GB personnel indicated the
replicability of the project was questionable.

The AID evaluation questioned whether farmers would allocate
time and resources to rice production, in spite of increased
yields. According to OAR/GB, other factors limiting project
success were <the low price the farmer could obtain for rice
under current Government policies, low foreign exchange rates,
unavailability of inputs and consumer items, and inadequacy of
distribution systems, marketing channels and infrastructure.
AURORA reports also questioned the extent of farmer
participation without intensive and continuous project inputs.
During the auditor wvisits, the technical assistance team
personnel reiterated their concerns about replicability.

The contractor also reported that the credit fund, designed to
provide farmers with tools, small farm machines, and
fertilizer, could not be self-sustaining because (1) 3jin accord
with GOGB policy, project furnished commodities, such as
equipment, were sold at lower than purchase price, and (2) once
current inventory was exhausted, only limited purchases of
equipment could be made with the highly devalued local ~nr-ancy
available to the farmer. Additionally, the contractor repo« ted
in 1986 that while new farmers had requested participation in
the project, others vere dropping out of the program, Farmers
believed project technology was labor intensive and required
use of male labor for activities normally handled by women.
Under agricultural practice in the region, women grow the rice,
while men devote their time to cash crops.

The U.S. technical assistance team leader stated that as early
as 1985 she had suggested that OAR/GB stop the project, or

limit activities to traininc and developing GOGB
infrastructure. In response to audit questions, OAR/GB
personnel agreed replicability was a problem. The Agricultural
Development Of ficev indicated there were fewer farmers

participating in the project than he had been led to believe,
and that he had recently asked AURORA to find out why.

Contributing to limited project results were serious
implementation problems. Initially, technical assistance was
delayed fcr several months because there was no housing.

Project activities were constrained sporadically because
project-supplied vehicles lacked fuel or spare parts. As a
result, extension agent and credit activities had to be
curtailed. Fuel shortages nearly jeopardized the health and
well-being of the technical assistance team. Without adequate
fuel supply, generators could not supply the power necessary to
pump water or operate refrigerators.
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Mostly as a result of these difficulties, the project, since
1980, had only two growing seasons, 1985 and 1986, to implement
technical packages and evaluate results. The project was to
end in September 1987. In commenting on the draft report, the
OAR/GB stated that this project would be evaluated with
REDSO/WCA assistance in March or April 1987.

South Coast Development Project (657-0010)

Approved in 1983, this project, authorized for about $5.5
million, was part of a multi-donor effort to strengthen
Guinea-Bissau's government infrastructure and promote rice
production in the South Coast region. The project was to
construct a housing complex, office buildings and workshop to
be utilized by the GOGB and the project technical assistance
team. By 1986, the project was close to two years behind
schedule because of problems in preparing construction contract
documents and completing contract negotiations. While
recognizing project delays, OAR/GB noted that other donors were
also encountering difficulties, and had not started
construction. Regarding project results, the OAR/G noted this
was a long-term land reclamation project which was not expected
to achieve measurable results for several years.

Also, in replying to the draft report, the OAR/GB noted that
this project was scheduled for an OAR/GB and REDSO/WCA
evaluation in April 1987 which would likely result in project
design modification. In addition, REDSO/WCA comments to the
draft report stated that OAR/GB and REDSO/WCA were in the
process of rectifying a number of outstanding problems in this
project. In particular, management aspects of the project were
being emphasized. It was believed that additional resources
and time would help strengthen project administration.

Technical Skills Project (No. 6%7-0011)

Approved in 1984, this project, authorized for about $1.5
million, was to assist Guinea-Bissau attract private investment
to the agricultural sector. It was to be a joint effort by
Guinea-Bissau, Portugal and the United States. The project
included eight components involving three GOGB institutions,
and the negotiation of five contracts. The management of this
complex project rejuired resources beyond OAR/GB's
capabilities, according to a REDSO/WCA official. By 1986, the
project was about 17 months behind schedule due to (1) lengthy
negotiations between the countries, (2) complex work plan
preparation, (3) lack of a Portuguese Government
representative, and (4) lengthy contracting processes.
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In responding to the draft report OAR/GB noted some progress
had been made since the audit was completed. For example, a
curriculum redesign study had been completed and changes had
been adopted by the National 1Institute for Professional
Training. Also, studies of Guinea-Bissau's private sector and
agro-industrial potential were underway.
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