
AUDIT OF
 
SELECTED U.S.A.I.D./INDIA
 

IRRIGATION PROJECTS
 
PROJECT NOS: 386-0481, 386-0483
 

AND 386-0490
 

Audit Report No. 5-386-88-2
 
October 30, 1987
 



October 30, 1987
 

MEMORANDUM FOR Mr. Robert Bakley, Director
 
U.S.A.I.D. I1ndia
 

FROM: RIG/A/Si@5apore, 
 Derrick
 

SUBJECT: 
 Audit of Selected U.S.A.I.D./India Irrigation

Projects (Project 
Nos. 386-0481, 386-0483,

and 386-0490)
 

The Office 
 of the Regional Inspector General
Audit/Singapore for
has completed its 
 audit
U.S.A.I.D./India Irrigation Project Nos. 
of Selected
 

386-0481, 386-0483,
and 386-0490. 
 Five copies of the audit report 
are enclosed
 
for your action.
 

The draft report was submitted to you for your
comment and
comments 
 are attached to 
 the report. 
 The report contains
three recommendations. 
 Recommendation 
 No. l(a) is
considered 
 closed and requires no further action.
Recommendation No. 3 is resolved and 
 should be closed upon
our review of the U.S.A.I.D./India Mission Order giving the
guidelines for monitoring projects 
 for which A.I.D. funds
have been expended, 
 but project implementation has not been
completed. Recommendation Nos. 
l(b) and are
2 unresolved.
Please advise me within 
 30 days of any additional actions
taken to implement Recommendation No. 
 3, and further
information 
 you might want us 
to consider 
on Recommendation
 
Nos. l(b) and 2.
 

I appreciate the cooperation and courtesy extended 
 to my
staff during the audit.
 



EXECUTIVE SUMMARY
 

The objective of U.S.A.I.D./India's irrigation sector 
was to
increase irrigated agricultural production 
 in India through
improved delivery water
of 
 and more efficient use 
of the
water delivered. 
 The audit covered the Maharashtra
Irrigation Technology 
 and Management Project, 
 the
Maharashtra Minor Irrigation Project, and the 
Madhya Pradesh
Minor Irrigation Project. 
 These projects were approved
between 1982 and 
1984 and scheduled 
 for completion between
1987 and 
 A.I.D.
1990. The funds authorized and obligated
for the three projects totaled 
 $143 million, of which 
 $58
million was expended as of March 31, 1987.
 

The Office 
 of the Regional Inspector General for
Audit/Singapore 
 made a program results audit of the 
three
Indian irrigation projects. 
 The specific audit 
 objectives
were to (1) determine whether 
the projects were designed and
implemented consistent with A.I.D. policies 
 and regulations,

(2) evaluate progress against project and sector 
objectives,
and (3) review U.S.A.I.D./India's 
 management and 
 monitoring

systems.
 

The irrigation projects 
 in the 
Indian States of Maharashtra
and Madhya Pradesh were designed but not implemented in
accordance 
 with A.I.D. policy for 
project assistance. The
projects 
 were not fully meeting their 
 objectives for
institutional 
 change. In general, U.S.A.I.D. management and
monitoring of 
 active projects were satisfactory, 
 but
provisions should 
 be made for monitoring irrigation schemes
for which 
all A.I.D. funds have been expended.
 

In recent years, U.S.A.I.D./India 
has made a commendable
effort to 
 revise and strengthen the irrigation projects
the hope that a new project format would 
in
 

make the A.I.D.
assistance 
 more relevant 
 and effective. 
 This effort was a
good step towards improving the institutional development
impact of A.I.D.'s irrigation assistance to 
India.
 
The U.S.A.I.D.-financed projects had limited impact on 
the
irrigation activities 
 in the two States where they were
implemented. A.I.D. 
had 
 limited leverage to effect change
because India had 
 the resources 
 to conduct a substantial
irrigation program. 
 U.S.A.I.D./India's 
 irrigation projects
in the 
two States covered in this audit were not 
 providing
project assistance 
 but foreign exchange for the Government
of India. A.I.D. 
 financed 
 the construction 
 of irrigation
schemes that would have been built whether 
or not there was
a U.S.A.I.D. project. 
 U.S.A.I.D./India 
 had no formal
arrangements for 
 ensuring effective 
 use of A.I.D. funds on
projects for which the funds 
were expended but construction
 
was not completed.
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The A.I.D. irrigation program

Maharashtra and 

in the Indian States of
Madhya Pradesh was authorized 
 as project
assistance 
 to increase irrigation coverage
the water and to improve
delivery system

technology, and 

through improved planning,
managem2nt systems. 
 It was intended that
technical 
 and management 
 improvements 
 applied
A.I.D.-financed on
irrigation 
 scheme 
 would be uniformly
adopted on similar 
 Indian financed schemes. However,
States of Maharashtra the

and Madhya Pradesh did not 
adopt such
practices in their 
 schemes. 
 Their construction 
 priorities
were not 
 the same as U.S.A.I.D./India. 
 As a result after
five years, U.S.A.I.D irrigation projects 
 made little
 

development impact 
 India's irrigation program in
two States because 
on 

these
(1) A.I.D. had limited leverage to 
 effect
institutional 
 changes since 
 A.I.D. funds were 
 small
relation in
to the total irrigation 
 resources invested by the
States, (2) 
the A.I.D. funding was provided in the manner
resource of
transfer rather than project assistance and (3) 
the
state irrigation departments 
 did not establish an effective
construction management 
 and planning system. 
 This report
recommends determining 
 if A.I.D. assistance
irrigation to the Indian
sector should be continued, 
 and if continued
determine whether 
 project or 
 program assistance 
can best
objectives of such assistance. U.S.A.I.D./India
 
achieve the 

disagreed with the 
finding and concurred in only 
 one portion

of the two recommendations.
 

A.I.D. Handbook 
 3 required that Mission officials ensure
effective use the
of A.I.D. project resources. 
 Although A.I.D.
funds for the 
 Rajasthan Project have been expended, many of
the A.I.D.-funded 
 schemes have not 
 been completed.
U.S.A.I.D./India is 
not monitoring 
 the completion 
of these
schemes because they have 
 not established guidelines to
monitor projects 
 after A.I.D. funding terminates, and the
Government of 
India agency responsible for 
 monitoring
A.I.D. 
project stopped reporting 
the
 

on project implementation
in the State of Rajasthan. The 
 project design did not
anticipate the 
 long delay 
 between the final expenditure of
A.I.D. 
 funds and the completion 
 of the A.I.D.-funded
irrigation schemes. 
 Without

U.S.A.I.D. specific monitorship,
had no assurance that 
 the A.I.D. project funds
were used effectively and that the individual
be schemes will
completed according 
 to project criteria. 
 This report
recommends 
 establishina 
 guidelines for 
 monitoring the
uncompleted irrigation schemes on which all the A.I.D. fundshave 
 been expended. U.S.A.I.D./India concurred with the
finding and recommendation. 
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AUDIT OF
 
SELECTED U.S.A.I.D./INDIA
 

IRRIGATION PROJECTS
 

PART I - INTRODUCTION
 

A. Background
 

In spite of the green revolution, food supplies in India met
only an estimated 
 90 percent of the country's minimum
 
nutritional requirements. About 
 40 percent of the
 
population 
 was below the Government of India's

nutrition-based poverty line. 
 India's population of 785

million was growing 
 2.1 percent per year. Agricultural

production must 
 grow nearly 4 percent per year to feed this
population and also 
 improve its quality of life.
 
Historically the growth rates have been 
only around 3
 
percent.
 

India has little additional land that can be added to the
 
140 million hectares that now
are cultivated. Production
 
increases that rely heavily on sufficient water must comefrom improved yields and greater croppinq intensities on the
55 to 60 percent of the arable land that can Ie irrigated.

About half of th. land that can be irrigated is already
under 
 irr igat ion. The Government of India (GOI) plns toirrigate tie ot hor half by the year 2000. Water useefficiency, i.e., crop yield per unit of water, under these
irrigation systv,,s only to pertcentwan 25 30 rather than the
anticipit,,d 50 to 55 percent. 

The object vt. of U.S.A. I .1)./lnrd i,i'n irrigation sectorkin5flritnc,. wa:: to increase arr igited agr acu tural production
in Ild Ia through Impr oved del Ivery of water and more 
o ff c , ntt i,. oi th,. wate.r (l,11 ivered. U..S.A. I .U. proje.(c ts

int, tnd,(d to do t hIaI pr imar i ly by financing eonrtruct ion of
Irrigation ticheme' * of the problem. hbt' ,klJ, of a]tte,m ,tlraq toinfl|t -nie ,, n d a' : i at qer I r r ipat Ion II og Iam wi th modes t

A. ID.I t , t, cer.A, 11). 1A.I .b. l iaf n hod dt IffI cu I t(I l|Irn it ollb. fof I be' Ii psijectt In the itat, Irrigation
1)t,,] . m . In a 01*aff lit lgi10tItlon tit rat ,1y Pl.p,'r , U. ;.A. I.1).

lit opo -J a rlew ajps olvi thot 
 --hift 'd p)ict' t ,ltpthasl O wn 
t lif- tin " r -it h Wat - r 3,111 I tt**tj t I *o.t, l t tbhv til)- ",t 1"

I an",l ti t- I lial 
,an

: I o a. II is t lit )l,|,I M ,, watertpply l an ! 
dt'* 1 a .'.l y ell, , I t 1 , 1 t'II t' M ht lits' , t ti) , ft t
tii-he 11114.,11 i - 1aiV5art -It)( An .iti ?,'a5 S .iSl d SlIhat hy approtvtt
thel .itFIt pIaj,,, In -MaI' 'D1 , 

Tho pi tapli] ,.itj , t(if . it w.1 14 t. 1.h t!Ilie li 5 I nIt Ion 
1r( 1ec11, a1+1 tOv1ti lie' twootj I 9HI atid 190ti4 auwl rwbhedo Iad for
comptpl~iton bett waier I 14-1wd * Pt ujiict onmftsISJ I 'A90 Tho Awtir 



for these 
 projects were with the Government of India.
governments were responsible for irrigation and 
State
 
water
control activities, and their irrigation 
 departments were
the organizations responsible 
 for project implementation.
The A.I.D. 
 funds authorized 
 and obligated 
 for the three
projects totaled 
$143.0 million. The table below shows
$58.1 million was expended as of March 31, 
1987.
 

PROJECT FUNDING
 
As of March 31, 1987
 
(In Million Dollars)
 

A.I.D. 
 Host
 
Country


Obli- Expen- Contri-
Irrigation Projects 
 gation diture 
 bution
 
$ $ $ 

Maharashtra Irrigation 
 Loan 44.0 
 41.3 46.0
Tech. & Mgmt. No. 386-0481 Grant 3.0 1.1
 

Madhya Pradesh Minor 
 Loan 41.0 10.( 35.2
Irrigation No. 386-0483 
 Grant 5.0 
 0.4
 

Maharashtra Minor 
 Loan 46.0 
 4.1 42.6
Irrigation No. 386-0490 
 Grant 4.0 
 0.6
 

Total 
 $143.0 $58.1 
 $123.8
 
=wmI al 
 mlUU r 
 m aNnInn
 

B. Audit Obiectives and cope
 

The 
 Office of the Regional Inspector General for
Audi t/Singapore rea.de- programa renults audit of selectedirr.intion projectn in India: Maharnltitra IrrigationTeIchno I (if(J and Manq, on t Pr oject No. 386-0481: MadhyaPr ad :;h Minor Irr Iqit Ion Pr oj(.Ct No. 386-0483; andMahair inht I o Minor Irr I q4it i on 1'roject No. 386- 0496. The,1% ir ev i,,w 1i:o .ls1,d nwl,I tc tid anp ,c t! o I thit, t.#-rIn In it dRIaja*.t lhia M,-d un 
th', t r"I1ni rp, 

I rrI tJit, Ion Proj .(:t No. 10 6-0467 ,ar,,, 1 oriIt) of0,(: IV I t o t,h rr it] . Ion Manatjinvnt andT r al 11q P1ro j-et No. ttt86-04H4. The po v I tI c audit
l W.i.Ie t o ( I ) tit, te-r "hi n whlit,he'r t it,- pr oJect r o t't " i and i Ii'pl ei l ,ti'd- t-olir l i t.,,nt with A. I . 1). lit) I I o I tn and( e'v'qii, 1,')IP ) ov,1 ! 1tit i 'l, 4)JtiJ t'?l tl ;11"t ij t. andt

OhiJ i ' I I lVt.", .1i1(i ( 1) ('V lo W li..A . I .,dliD/I 'ti 
rn in .1411?ti('f)t! ,ilh14 Iintl it Iel e./ r.t e thlo 

Atldit wglik otiIlil-al r evi t it o "1 1 i1'I aild r .!vu i-dn andwith 
D 
i t 1l1lI r.e i ril ttlut IJi.:.A. I 1).f/I nd 4n4-ii t ittcial .,ci i ji i fiuu1w t I t1t) tvldI W th,00th I 1 1ll t Of I lit) ia 



officials 
 at the Ministries 
 of Finance and Irrigation and
World Bank irrigation project officers 
 in New Delhi. The
audit included visits 
 to 
 the States of Maharashtra, Madhya
Pradesh and Rajasthan 
 where project implementation 
 was
discussed 
with both project managers of 
 state irrigation
departments and 
 faculty officials of 
 Water and 
 Land
Management Institutes 
 of these states. During these visits,
the project progress was observed at 
 selected irrigation

construction sites.
 

The audit covered the period from April
1987 1982 through March
ind accrued expenditures of $58.1 
million. Audit field
work was conducted from April 
 3, 1987 through June 18,
1987. Because this was 
a program results audit, the review
of internal controls 
 and compliance 
 was limited to
activities related 
to 
the report findings. U.S.A.I.D./India
and the Bureau 
 for Asia and Near East comments to our draft
report 
 were received in September and October 1987
respectively. 
 Their comments 
 have been incorporated into
the report as appropriate and the 
full text 
 of the comments
are included as Appendices 
 1 and 2. The audit was made in
accordance 
 with generally 
 accepted government auditing

standards.
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AUDIT OF
 
SELECTED U.S.A.I.D./INDIA
 

IRRIGATION PROJECTS
 

PART II - RESULTS OF AUDIT
 

The irrigation projects in 
the Indian States 
 of Maharashtra
and Madhya 
Pradesh were designed 
 but not implemented in
accordance with A.I.D. 
policy for 
 project assistance. The
projects 
 were not fully meeting their objectives for
institutional change. 
 In general, U.S.A.I.D. management and
monitoring of 
 active projects were satisfactcry, but
provisions 
should be made for monitoring irrigation 
 schemes

for which all 
A.I.D. funds have been expended.
 

In recent 
 years, U.S.A.I.D./India 
 has made a commendable
effort 
to revise and strengthen the irrigation projects 
 in
the hope that a 
new project format would make the A.I.D.
assistance more 
relevant and effective. 
 This effort was a
good step 
 towards improving the institutional development
impact of A.I.D.'s irrigation assistance to India.
 

The U.S.A.I.D.-financed projects had 
 limited impact 
 on the
irrigation activities 
 in the two States where they were
implemented. 
 A.I.D. had limited leverage to effect 
 change
because India 
 had the resources 
 to conduct a substantial
irrigation program. 
 U.S.A.I.D./India's 
 irrigation projects
in the 
 two States covered 
in this audit were not providing
project assistance but 
foreign exchange 
 for the Government
of India. 
 A.I.D. financed the construction of irrigation
schemes that would have been built whether 
or not there was
a U.S.A.I.D. project. 
 U.S.A.I.D./India 
 had no formal
arrangements for ensuring effective use of A.I.D. funds onprojects for which 
 the funds were expended but construction 
was not completed. 

The report contains three recommendations directed towardsassQ: lng the need for continued A.I.D. assitanccIndia's 
irr gation sector, improving the 
to 

current assistanceeffort, 
 and monitor ing incomplete irr igation nchemes
which all A.1.1). funds,; have 

for 
been expended. 



A. 
 Findings and Recommendations
 

1. The G.S.A.I.D. Irrigation 
 Projects Have 
 Had Limited
DEvelopment Impact 
on India's Irr.igatin Proran.
 
The A.I.D. irrigation program in Indian
the 
 Siates of
Maharashtra and 
 Madhya Pradesh was authorized
assistance as project
to increase irrigation coverage
the and to improve
water delivery 
 system through

technology, and management 

improved planning,

systems. It intend.d that
was
technical 
 and management 
 improvements 
 applied on
A.I.D.-financed 
 irrigation schemes 
 would be uniformly
adopted on similar 
 Indian financed 
 schemes. However, the
States 
 of Maharashtra 
 and Madhya Pradesh did not
practices in their adopt such
schemes. 
 Their construction 
 priorities
were 
 not the same as U.S.A.I.D./India. 
 As a result after
five years, U.S.A.I.:a irtigation pr-, o , 
 .silde
development ' little
impact on India's irrigation program in these
two States because (I) A.I.D. had 
limited leverage
institutional to effect
changes since 
 A.I.D. funds were 
 small in
relation to the total irrigation 
 resources 
 invested
States, by the
(2) the A.I.D. funding was provided in the 
manner of
resource transfer 
rather 
than project assi3tance and 
 (3) the
state irrigation departments did 
not establish 
an effective
construction management and planning system.
 

Recommendation No. 
1
 

We recommend that 
the Director, U.S.A.I.D./India:
 

a. determine whether 
A.I.D. assistance 
 to the irrigation
 
sector 
in India should be continued, and
 

b. ,f a d,-termination 
 is made 
 to continue 
A.I.D.
assistance, 
 ascertain 
 whether project or 
 program
assi stance can best achieve 
 the specific development
objectives 
 of such assistance 
 to India's irrigation

sector.
 

Recoimend;|ti, n No. 2 

We recomm,.nd that the l)irfctor,
plan of U.S.A. I.D./India, develop aaction to i ta. the States of Mahhranhtra and
Madhyit r .(ad.:;h jmnpr ov, tho ir construct ion 
 plann i ng andnanntlm,.nt c 1)t s 11 it, i . , in tiI ng t a iI ntlb hirm of a
priority ;y;t.m to ut- the ovailible coinitruction 
fund;. 
D)i ,SCt:;!:1il 

IandbOook J &tii11ned a proj 'C t an the Lotnl, d i tic r ote er.detavorto cr oit,- through
and/or 

the prov ision of pernonnt.sl, equipmont,capital fundn a fHnite riintult diroctly rolatfd to a 

5 

http:pernonnt.sl
http:nanntlm,.nt
http:recomm,.nd


development 
 problem. 
 In effect, an 
 A.I.D. project should
provide resources 
 to developing to
countries 
 help with
specific, 
 definable 
 development 
 activities
countries could that the
not carry 
out with their own 
 resources.
Handbook 
 1 stated 
 that program assistance
assistance for is a mode of
alleviating 
policy constraints
productivity to sectoral
and 
 output and provides foreign exchanges which
may not be directly linked 
 to specific
expenditures. project
Handbook 
 4 stated that
generally concerned with the 
program assistance is
 

transfer of resources.
 

In addition, A.I.D. policy paper stated that 

an 


recipient country's when the
 own resources 
are not entirely absorbed
by the A.I.D.-financed 
project and 
 the project is
sufficiently of
high priority to 
 be otherwise undertaken with
the country's 
 own resources, 
 then clearly the 
 assistance
enabled 
 the country 
 to release 
 rcources 
to finance some
other project. 
 In such a case, the fungibility
assistance of financial
means that in 
reality the donor provided program
rather 
than project assistance.
 

The A.I.D. irrigation projects in the States of
and Maharashtra
Madhya Pradesh 
 were designed to 
coverage increase irrigation
primarily through 
 the construction
medium irrigation schemes. of minor and
In addition, 
 the projects 
were
to improve system 
efficiency and
thiough institutional development 
water delivery performance

ot planning, technology
and management syst(ms

department,]. of the States' i rr igat ionIt was intended that institutionalemployed on the 150 changes
irr igation sch,.me.. financedwould be exte:n(ed by A.I.D.to the other 2,200 schemes financed by theStates' cont;truction programs. 

In general on the A. I.1. projIcts, the ntatt-,department-, m-1d oI con; tric t 
irrigation

)1ans and d( Iill!"inc 1udd p( ' i t It tchcn i n I 
on 

improvcmenti; 
wh i ch 

appraisal!. In lddi t ion, 
I),.(d on) ex tn.nnive 

thvy prf' ar ,d oper at ionaImanagmt.n t pr oced trs il ,c'ordance. with tio A. I .1). p oject
ltan( ard t. . 

Th o ;t.t,..'tlot (S' t(Ict Ion pr o I ) llt(it i not tt(,CIIi (.,I I 1, 
d ,1d)pto ,. Ih prov,,d 

A. 
nd IT1n.n11 Irtl L 1)r aCt I eef Ust .d 0)n

I0 nt 
I .l1). Lhe-fI nat ,d I i r I .at Ion :05chtmiti . For examplv., the4d id riot a I wa:V tit II I; t lt f" 

ntlt 
i Z(- on their ,i(th.in,., A. I .Ib. ltId, .rdi : su h ,,a: (1) (d' 

1 
an11d !( l u Ivys.. 

I i I h(1 d (' 1()411 ( 1 , t 0,,4lfI aph i(2) I In III(; o0 1tl 'Ind ,ll"-t r Ibtut alt year.til I !I  i.11 ( 5) till,, do'!" 4111 1r111 itI:.l. tI11c .t i ld ltF;t11),t it on li r)I ( f)twte , t.I : I uti b l,I ow t tip ii r I )f ,',(l"ih IfII 1.1 t oil lh 
l t I 

I 
i alt; ,in Illt, tjlr*l

'y 4 $-i t)I 1 1ltin !i;t ' 1 (JV I iln I1i I hoe, A. II . Irt It I on pioject r;t. t (In( ind:l 



The States' irrigation department officials 
 stated that the
U.S.A.I.D. projects' 
design 
 and operational requirements
were not always 
used and would not likely be used on the
state-financed 
 irrigation schemes 
because the States had a
different set of programming priorities 
 from A.I.D. For
example, A.I.D. 
 emphasized qualitative improvement
irrigation planning, design, and 
in
 

management. 
 On the other
hand, the 
 Indian States considered 
 the quantitative
expansion of 
irrigation Infrastructures more The
essential.
States believed that, given the 
 extreme scarcity of water
resources 
in India outside the monsoon season, the
need of its irrigation prcgram was immediate
 
to capture water from the
monsoons and 
store it in reservoirs through 
 the construction
of as many dams and headworks as possible. Less emphasiswas placed on the 
 quality of the irrigation system. In
essence, the 
 States' irrigation 
 program dictated more dams
with lesser quality irrigation systems under their projectswhile the A.I. 1). projects required better irr iqat ion ;ystems

in fewer dams. 

As a result, A. I .1). 's i r r i gat. ion ans ni: to ncet hrough theconstruct ion of cer tain Ir r iqat ion -cheome. (id havenot tiebroad d(hve Iopmen t impact in the Statt;( ot Mahar ant:ra andMadhya Prade.,;h that wa i nt,.ndt.d. For vxampIi. In MadhyaPrad,It- , t h po.;!sit,., impact wv1 Ii,,i ted ,n I7 to the- 50A. I ). ch.m... which w4er, les than J p,-rc,.nt t tho 11100.ch,:n In pt ogress, in th tt..l . ;vnrt]schom(.; wo!. : Iow.-r than 
.11, work on !noitiintic ilat,.d ani Ian :; ,, 0 "1:;,.i work
stopped beCAU:',. 3of ,I 53, r taaj,4p 
 f tini~l. ),. I I/tm haWveinc ,a:,eod till- co)-.t and I ow,-r,.d t-h, ,-t,. o I ,'turn oI3chiine:; . the,Th. Iit qI t Ion dp-ar t iit; o t,.n compro .1- :,.,t hlequal I t/ of t h ,. o .)tl, tt I titt tin. ["l P.r'i , q"1It| I( j tonit fll w.-it..' i t td, oily to 1,. v It. 

r 1 I.
10.11 .1a1anldolled w 1i npar t I I ly c,:I1 4 tI-.d, 1,V4. 0 igd* I t a., Lmd 1 :.ta y con, f id uic, 1r 

the I rr itiat Ion de|piar trnit . 

U..;.A.I 1). / Iti a * a, (I .t-..l w. t th,f it. till It, .i ofproomj,-cttt Ilh,'ct e t t i. I at! I ".1isI , they 
. III Ie j l-

vtbt t .. -;.Is t:.i i. A. . a 'tl I aiti . ')il With thi14tit' of Mi t al,.thti I ,- and M."ltl!' 'i Pt ad',-',l wa:n tt4r- II |iq 

. I I I 1 1).aticiI I i Iitt 
 I If I g- a I -11 ti llPt aI 'v. 3 1, olw,-,i I1 th ,.e ,. It t,-s . th-7 e'1 It,(-0 1et- I It IjtItt I ttie- th It I I I vtJ I 

+ 
t V oiI I I ' I ,at I A1f 1,1dII !1'tbl lt .: ,.A. I.t). -r;, I,.. t. -f .Tf;I |lf - v s1' . .! ''01lt1. .I 

l t m on:1.t -it U.:,' . i, ,I , an I I t il t t I1~ '' l t *vI . J e,,.,l ., itml,,,,.'t w I b :;,,t,, ,,ef 
d t i ,) t ilifn 

c'tit, ,. .1 , 1: l "''I'M 4 tt (i, lf,t111 t1 
,, I. 1 ,,1 ,

1 II" 
I I i , '1,t , 1 IJI- -,.,+.l "t t.t.,|it,. +t .! '~~ .1,' a! " l, 

C:t1: Iejr-1 e',
iisJe'It .iarj l ,l :~:t-:.,,5 wi,!ie luW, , 4 Att 

),
7 e 

Ili.4 a ,tir~ en: t!icI' d Jltl,I iI1i I -i,:i~ i t * ),, 

= 7 " 
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More vigorous economic and 
technical appraisal 
 has been
adopted for 
 medium 
and minor 
irrigation development in
the five states wbere U.S.A.I.D. is, 
 or has been
involved. 
 In Maharashtra 
 and Madhya Pradesh these
standards 
and criteria were extended to all new medium
and minor schemes, and in 
Madhya Pradesh to all 
new
minor schemes, 
 not just those receiving U.S.A.I.D.
 
support.
 

Comprehensive 
manpower 
 planning and improvement studies
are being taken up in three 
 states 
 with U.S.A.I.D.
 
assistance.
 

Under the Irrigation Management 
 and Training Project,U.S.A.I.D. is expanding curriculum and training program(Wveo0pn.ent a' itance to cover eleven rather than fiveS t at t e.; .
 

As ai re,-tj It of 
 tour 'ud it work ar, d i c;Cus,ed(Conclud. tile' A. I .1). 1rr ij dt ion 	
be low, we 

project.1 hadfor -;tv .r iv,i 	 I imi te1 impactions;. Fir.t, A. I .1). ', leveragtechange, 	 to effectwo. ed Ced bcau.;,, of the. di:;pari be)y tween A.I.D.project r,"!<outt c, 	 Ds 
Second, 	

.; ind Id Ia's 1ar ge irrigation program.the Irr ,;,t ion proj,,cts wiire providing resourcet r on:; 4 r.; i Ath, i h cm j~tOje Ct atc Stii.rcwekakn-, 	 . Third, managementat ItI. t at 0.';t 	 1r r i at ion d-par tn,.n is a I Iowedmort Cit:I.t r oct it'lCl h.m,.5 to :star t than thoy hais there 	out c.., t i:!ij)I.I'M.git 
con t an ,, t, I 	

t' 1 ,c t IVt y. he t reasoIt,; will1:t 1t tIh, Ipl, 't1( of A. I.D s I rr iqa t ionW111 1S1' nC1 tI I li 	 Id . 
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The State irrigation departments 
 staffs were equally
impressive. 
 The department in Maharashtra employed over
9,000 engineers and Madhya 
 Pradesh employed almost 12,000.
Although 
 many of these people were not 
 well trained, a
number had advanced degrees and 
the departments had years of
experience working with irrigation in India.
 

Furthermore, the project 
 objectives of providing reliable
water and improving the operational management 
 of the
schemes involved technology that was generally available or
known by 
 the state irrigation 
 departmet officials.
irrigation department The

officials 
 in the two States stated
that they 
 were already familiar 
 with the design and
operational procedures required 
 by U.S.A.I.D. and these
U.S.A.I.D. requirements 
 did not represent any new
 

technologies.
 

In view of India's large financial and manpower 
resources
devoted to irrigation, it was 
 apparent that 
 the assistance
provided by A.I.D. made 
 little difference 
 in India's

irrigation program. 

Resource Transfer 
 v.s. Project Assistance 
 -U.S.A. I .1./India irrigation development activities in theStates of Maharashtra and Madhya Pradesh were author ized a,project ass i.stance, even though they did not pr ov ideassJ ;tanco in the manner intended for projects. Insltead,the a:s;i st ,nce, was in the form of resource tran.torn whichdid not ach lev, the policy i nit i at ves. generally attr ibuted 
to program ass:;1 stanco. 

When d-i:;eininq the irri(Jdtion projects, U.S.A.I.D. ofticillsnknew that the Government of lndia.' funding rauL I,.* .ntS;related budg-t Ary procdure.; and 
wo UId reult In project fundsbe in q r, mot ike program ra theor than proj,,ctan.I I !5t.,nc , . 'Ihltey al so recogn i zt.d that tht U. . A. I .D.pr ojtet t; col ot r ,.a I i:; t i ca 11 y e.xpec t to ach i ovi. tJhe,S i pI ft I Can t pol IIcy chaing, tha t were rvqu red of p)r o ( .itia1 ?; ttaa(:.t I. IOWv,.r, 21A. I . D./I rid i's )(I I iat 10i
d(,'v l (+1Jf nt ,.ct ltIIv ' wort. st ii I ( i
t, nr, and a tnthir)It.i a,:pr t)j.t *,e'. I st .rco'. 

Th'o III Oject i1,,t! r,.s ,;i ;s 1 a I o.I' #,r 1 ink t w .w'. pro J,'otactivi t I,.: .in( A. I D. -1 ti n,;irg th n ,ve'r exl t'*t d . Tht':y wJ"(1(,:pt.lg.nl h ,1 "1 tal Itlald:: w I I )t I II] vto} l I ch tI , ': 1), 1.tI Jl .t I'il iI tl.. (1t * 1in( (11 1 .lll,|wi t. ,lit" .ilid I Ii#
IImd wIlI ee ~~I I I ccal aIief -I 1 -11 -1 (-y (,-()- ofJI I ; (tW I I I I.tn ot r ttIe1,1 .1 I t, 1nag t1ti l';.. it ac, tIV I I1 - 'I t hi ;t ,, W ) tlI il I II' I rt ()

.*it [ ( a t I I I 'ltI,:II II ( rI. is t, 1 WI s ,'n Ix e I o Ile' G;Ovt I 111"itI l
I ietlta. 1.A. I .1). ' ianvoi)v os-.a,,l In irr iO,,t Il hl'l,-in In I IhiWay, ;111(1 , ' lt I.l ly, t ho 1i1o i llII a "; r 0 ioti'e1,111.,4. *ill 11141
h a fin geili- q l rr jaI I il'l Colli r t t14i t Iot 1 l-)t ii, .1I1 

" 9 " 

http:1(,:pt.lg


U.S.A.I.D. 
agreed 
 to provide assistance for
of time (a "time-slice") a given period

to designated 
schemes 
 within that
program. 
 These schemes were not 
additional 
as a result of
A.I.D. assistance; 
they would have been built whether or 
 not
there was a U.S.A.I.D. project.
 

Since the 
 Government 
 of India's 
 own resources 
 are not
entirely absorbed 

project 

by the A.I.D.-financed project and the
is of sufficiently 
high priority
undertaken with the to be otherwise
country's 
 own resources, 
 then clearly
the assistance 
enabled the 
 country
finance to release resources
some other project. to
In such a case, the fungibility
of financial 
 assistance 
 means 
 that in reality A.I.D.
provided program assistance, whether it 
is realized or 
not.
 
Ineffective 
Planning 
 and Management 
 - While
Maharashtra both the
and Madhya Pradesh 

amounts States were spending large
of their funds 
 on irrigation 
 activities,
irrigation departments the
of these States did not
institutional have the
capability to 
 administer 
 those resources
effectively 
nor 
 did they have 
 the management strength and
discipline 
to control 
 their work 
 planning and 
 priorities.
Because 
 of irrigation's 
 potential for 
 increasing
productivity the
of farm lands, people understandably
irrigation schemes built wanted
 

to serve their 
 land as soon
possible. as
The political representatives 
 of the farmers
exerted pressure to start 
 schemes 
 that would serve
constituents. their
As 
 a result, the irrigation department
officials 
in both Maharashtra and Madhya 11radesh 
 stated they
had started 
 more schemes than they )ad the 
resources
manage effectively and to
the funds were 
spread thinly 
 over too
 many schemes.
 

Because 
 the funds 
 were spread

department officials never 

so thinly, the irrigation

felt that they had enough money
to do more 
 than the basic minimum for 
any given scheme. In
addition, schemes that should have been completed in 
 four to
five years have often dragged on for seven to eight years.
Because the 
funds were spread thinly
money was and since not enough
available 


department for all projects, the irrigation
in Madhya PL adesh 
 was using 
 the U.S.A.I.D.
involvement 
 to justify concentrating 
 resources 
 on 50
U.S.A.I.D. schemes so that they 
 could be completed
schedule. on
In doing this, progress on the
schemes may suffer, and 
other 1,750when the U.S.A.I.D. schemes are
completed, additional 
 pressures

complete the 
may have developed toremaining schemes at the expense of 
 good design
and construction principles. 

In short, the irrigation departmentsMaharashtra in the States ofand Madhya Pradesh lackedcapability the managementto effectively control their work priorities and
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consequently allowed more construction schemes to 
 start than
they had the resources to complete.
 

In view of the 
 large amount of 
resources
to irrigation, India is devoting
we believe that the
matched what project designs poorly
the Indian irrigation departments needs with
what U.S.A.I.D. 
had to offer. 
 With the large force of
trained manpower 
 and a substantial

irrigation departments needed little 

budget, it appears the
 
assistance
construction. funding
Their problem was managing those 
resources


effectively.
 

Conclusion 
- Notwithstanding 
 U.S.A.I.D.'s 
to change continued efforts
the program focus, 
 we believe
U.S.A.I.D.'s action:; 
that as long as
 are limited
schemes, to a small number of
its assistance 
 will continue 
 to have little
impact. It 
 is doubtful 
 that U.S.A.I.D.
significant can provide
development 
 to India's irrigation 
 sector.
Continued A.I.D. assistance to the 
 irrigation sector
the irrigation schemes beyond


already approved should be 
assessed
against the need 
for and benefits of 
that assistance.
 
We also believe that in 
 order

assistance to make the current A.I.D.
more relevant 
 to the development
Indian need of the
irrigation program, U.S.A.I.D. 
should assess
specified project whether
type assistance or 
program assistance tied
to policy/management reform can 
best achieve the
of objectives
A.I.D. 
 assistance 
 to the Indian irrigation sector.
U.S.A.I.D. should also find 
a way to help the
the management States improve
of their irrigation programs, possibly
through the introduction of scheduling and
in planning systems,
order to effectively 
prioritize their construction work
to make better use of 
their available financial 
resources.
 

Management Comments
 

U.S.A.I.D./India disagreed with the 
 finding. 
 They believed
Recommendation 
 No. 1 should be dropped because the Bureau
for Asia and 
 Near East 
 had reviewed
U.S.A.I.D.'s strategy to 
and approved


continue 
 irrigation assistance
India. to
The Bureau confirmed this 
approval in 
their comments.
 
Also, U.S.A.I.D./India stated that the 
 micro-computerization
and management 
 information 
 initiatives
Minor Irrigation in the Maharashtraand the 

Projects should be enough 

Madhya Pradesh Minor Irrigation
to close RecommendationHowever, they objected to that portion 

No. 2.
of Recommendation2 concerning the No. 

the 
eota)l ishment of a priority system toavaifable construction usefunds because the Ge0 wouldprobably consider such a system as "political interference." 
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U.S.A.I.D.'s disagreement 
with the finding focused on two
issues. First, 
 they believed U.S.A.I.D.'s assistance
resulted in development impact 
 and institutional change
which had not been adequately reflected in the 
 report. They
cited several accomplishments of the assistance.
 

Secondly, U.S.A.I.D. did 
 not believe the audit conclusions,
relating to the reasons 
why the assistance had limited
impact, were 
 valid. For example, they stated that the
irrigation program addresses 
 itself to project assistance

rather 
 than resource transfers as indicated in the report.
They added 
that each project is a discrete activity in which
U.S.A.I.D. is supporting specific medium or 
minor irrigation
schemes as as related
well other activities under these
schemes. They acknowledged 
 that A.I.D. foreign exchange
disbursements 
 are not directly transferred as flow of
a 
resources for 
 these schemes/activities, 
 but
disbursements 
 are linked through the project 

the
 
agreements,


implementation letters, 
 and GOI's reimbursement 
 claims.
 
They further stated that:
 

"According to Chapter 
 1 of A.I.D. Handbook 4, nonproject
(or program) assistance is a mechanism for providing

short-term relief from constraints on the economy (such
as balance of 
 payment deficits), which our 
assistance is
clearly not designed to do. By contrast, project
assistance is designed 
 to effect a long range change in
the conditions of 
a target population, which is 
what our
assistance to India 
is all about."
 

U.S.A.I.D. believed 
 the audit conclusion, that irrigation
schemes would have 
been built without A.I.D. assistance,
was not justified. They 
 stated that it is appropriate for
A.I.D. assistance to supplement GOI resources which turn
in
accelerates 
 the country's economic development. They added
that U.S.A.I.D. assistance provided 
a better guarantee of an
adequate budget for 
irrigation schemes. 
 They further stated
that without U.S.A.7.D. assistance most of 
the schemes would
neither have begun nor 
been completed.
 

Office of Inspe-ctor General Comments 

U.S.A.I.D./I ndia's response and actions are sufficient to 
close part (a) of kecommendat ion No. I. 
Part (b) of Recommendation No. 1 is considered unresolved.U.S.A. I .D. 's and the ureau for Asia r'ind Near Eamt Icomments do not provide adequate information that Li. S. A. I . D.or the luroau in its reviw of the U.S.A. I.D. irrigationstrategy paper adequately considered the mer it s of projectversus program ansistance. Based ouron review during theaudit, we found that the available draft irrigation strategy 
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paper did not include an analysis of project versus program
assistance. 
 In our view, the audit 
 report makes the point
that U.S.A.I.D.'s 
 assistance 
 is more like program rather
than project assistance. 
 In its June 1987 project paper
amendment 
 to the Madhya Pradesh Minor Irrigation Project,
U.S.A.I.D. recognized

disbursement 

that a change to performance
in its project assistance 
would 
 be a better
means 
 to achieve the project's policy/management 
 reform
objectives. We 
 believe U.S.A.I.D. 
 should
whether the policy/management fully explore

reform objectives could 
 be
achieved even 
 better 
 under program assistance tied 
to these
objectives rather 
than specified project assistance.
 

Clarifying information 
was added 
 to the report regarding
U.S.A.I.D.'s 
 comments 
 on 
the impact and institutional change
resulting from 
 A.I.D. assistance. 
 Whereas U.S.A.I.D.
comments indicate 
 A.I.D. assistance 
to the irrigation sector
is having major impact 
 resulting in institutional change,
audit results do not substantiate that view. 
 A major reason
for this difference 
 is that 
 the audit focused on
institutional 
 change 
 at the implementation 
 level of the
State Governments, 
 while U.S.A.I.D. comments centered on
policy level within the
these Governments. 
 We believe, audit
results show 
 that institutional change 
 is not actually

practiced.
 

We disagree 
 with U.S.A.I.D.'s 
comments that most of theschemes would nei ther have begun nor been complcted withoutU.S.A.I.D. assistance. In a meetingSecretary to the Irrigation Department 
with the Joint 

in one of the States
and several members of his staff, we were told very
specifically that the schemes in the A.I.D. project would
have been implemente(d regardless ot A.I.D. assistance.fact, the Indian States started a number of the 
In 

irrigationschemes before tho- schemes were included in th;e A. I.D.project. We believe the audit report provides a properperspective of A.I.D. assistance to the Indian irrigationprogram by s tating that the 
to 

ass is t ance provided tii, l'vefragecomplete irrigation -;chems fastr. 

Recomm,:ndation No. 2 i I unresolvd tn t i I U. ;.A. I . D./Ind Iaprovides fur the r dt-tai n an to how the inicro-computer izat ionand man ga ,ent i n forrmat i on i n I LIatv t wi llyes improveStat.os, ConS trtic Llon pI ann in q and mgniagminent c(:p|asb Iiti,,'.
the 

Th aL 1o It Ion o f he, recovni,n1idation, r-.jardinq ,rinI ttogst thetwo Statton "-n al)1inh a priority -;y!!Ltn to u(seconnt ru t(:t t.he av i I,1)bonI f tLin&-, wat. nt.-vr int endeud to 1l1t ,r witht., theG I' : p, lIt if.al iif ocet. , lithlr , the nic Ipalto iht, st.i t 
p i t hr ut w,13Iii t hti- r ritg'I it I on d p .irti,,t S ti 't tor f:0)0 w I t1presstur, t) t tt1. more tiche'tfle tha,1 ey hald I"th callel f. ct, wt, hel ive !U.I.A. . InI . 1). '1 Avt tiI a1rit c van haveImIACt, if more 

n t nit *1 i th, !;t at I. (;ov, r nmon t coon t r tict£rr l at toni o i i¢,hi,,ii b.,Ia d oil pr I or i ty nvt~id. 
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2. U.S.A.I.D. Needs to 
 Monitor the Progress of Incomplete

Project Schemes 
for Which A.I.D. Funding Was Expended.
 

A.I.D. Handbook 
3 required that Mission officials ensure thE
effective 
 use of A.I.D. project resources. Although A.I.D.
 
funds for the Rajasthan Project have been ol
expended, many
the A.I.D.-funded 
 schemes have 
 not been completed,

U.S.A.I.D./India is 
 not monitoring the completion of these.

schemes because 
(1) they have not established guidelines 
 t4)
monitor projects 
 after A.I.D. funding terminates, and (2
the Government of India 
 agency responsible for monitorin3
 
the 
 A.I.D. project stopped reporting on project

implementation 
 in the State of Rajasthan. The proje( tdesign did not anticipate the long delay between the fin.il
expenditure of A.I.D. funds and the completion of t)eA.I.D.-funded irr igation schemes. Without specificmonitorship, U.S.A.I.D. 
has no assurance that the A. ..D.project 
 funds were u.Sed effect ively and that t le individual
schemes will he complet,,d according to project criteria. 

Recommendation No. 3 

We rocommend that U.S.A. I.1)./India ostablish 1issionguidc-I in,.s to t-nl, ure cont inued U.S.A.I.D. monltoring ofirri,i jo ion proj ecc n tor wh Ich the funds have bhoen expiended
but the A. I .).-t ut (ied :chme, have not been completd by: 

(a) ip-c if i al ly d,,l I1n f nd a ,;!1 '3ni '.; monitor anq 
re';pol -lb11 iI lt e, .ind 

(b) r equ i r I ng tlie Govt' rnmen t of Ind ia to 1-wr i od i e I I y
reior t on t he uncomnileted irr igat ion n chtem,- n . 

A. I. 1). I.andolok I, Cha tg I-1, statod tflat lpt0e1Ct
mona t(i iwn wwq i ht;i tip tt"'ctl ,ule A. I .1). ut eil tJre that

goods . n'-,,f V1-'1 f I fintce, ageo Lit I I i d if t av'ly to
 

orid 
pr duc., in:tended r i,-'iu I t. *. Chaltr 14 Jr H.indbook IOmfjh. I !eI,0 t thal. t t o0l l I -.n.,)I I ,, 1 1i ttpon1,- d not ,,ntl Whev
thet A. I .1). pr o,,,tltI 1tild.- iaye be,'l OXe'el dt-1.. 

F:or t f it- ),IJ %I t hdi-i' M~ t.()~Ir1t In fe ti I 'i. ttJ :. I 
iqt f t l o1) I It1 Ice",I ilid, Ilt t "t 4f,.01) tit 4 r
 
1 m l 1, , ,'ut ;11 1 i
i1 .1 ,ifi Of t#h, fli.i I h, mt ').et . 
1i1 t. t w.,v. i., I'jut) r.,'1,-e t,.a l~caI ,C,,*).i !,, ,outhuf|,.t eu lI, g, 
|t ilot , ,I[ |,n)i ittteee. ti) Wit tI ho . th il t 1) c, t t) |te (,i fi tin w-v ' aytit t titi Ia 1! 1' , JIs t)I I t I 

ileJ~g Itllt !1r.) (l11, lf it lih rt We r ii,,1,t-t ed by t-lJi ACDI
-Ind ,i!if) e uet VS ,',1fiVt .1ring'uI Itt oI I CIt 4 4 
Ifoi04) i1 (tootorl I I v yo a t t i t t PACO 
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The Project 
 Paper called for 
 the Central Water Commission
(CWC) of the Ministry of Irrigation to prepare 
quarterly
annual progress reports. and
These reports supplemented by site
visits by U.S.A.l.D./India 
 irrigation advisors, werebasis of project monitoring. the
With the terminationA.I. D.-fu1d ing, CWC of thestopped submitting progress reports,U.S.A.I.I./India no andlonger had personnel assigned to monitor
the terminated project. In 
addition, U.S.A.I.D). had noestablished procedures to ensure that projects are monitoredafter A.I.1). tinding cea ses. 

The lack of JiofU torsh ip pt -ventod U.S.A.I. V. trom assur ingthat (1) A. I. ). f inancing tor the kaja,;tfian ProjectetecLlVely U,-Ied ,'i was(2) the Individual wer,, i rr i o1tLon Schemescon.; t tLjct,.tj in accordance 
crter with U.S.A. I .1). project
. 'h,, I,.v.l of monitor ing required needs
sp-C'I f I aC-ly d".fIned to beto avoid using more manpower than is
 
requ 1rv(I.
 

U.S. . I.D.; Ihid I -i 1 ' ,td with the f inding andrecoii~iiot iori IThey i ,;i tued a ma i-Sion or dte'jUId,I tII wh ich included-c- t ,t. !1,0 , U.S.A. 1.1).rO),ct ()I W11, I ; .I . . onI t ojr I t ut iirrigat ionf ,J( h. ,Jv- b ,.,n ,'Jx{p, dt.d )ut theA. . .ti1 C .I(1 t 19-it 1(il haive ntt btjeeg cutup! ted. 

The rjc Iv tI -l1iton oil d titoo hI4 i i t bto cloried uponrovitlew ourof tht- t~~iIn 0 ~~ 
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B. Compliance and Internal Control
 

Compliance 

Tie review of compliance was limited to areas related to the
findings presented in 
the report. The iirigation projects
did not comply 
with the requirement 
 to meet a discrete
development need 
in thc recipient 
country (Finding No. 1).
In addition, the irrigation projects 
 were not designed to
comply with 
 Agency guidelines 
 for project assistance
 
(Finding N o. I). 

Internal Control 

The rT-V10w Ot inte.rnal controls was limited to areas relatedto t11e ftindig!i; presiented in the repor t. U.S.A.I.D./Indiadid not havo ptovi-;ions to ensure the effective use of theA.I.). proj.ct ri,!;ources for which A.I.D. funds have beenexpendd tt.t project construction 
ha. not been completed
(Finding No. 21 
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C. Other Pertinent Matters
 

Performance Disbursement
 

The performance disbursement procedure used in two of the
irrigation projects India not
in did conform to existing

Agency policy. Disbursements made under 
that procedure were
 
not directly 
 related to the cost of goods and services under
 
those projects. This occurred primarily because A.I.D. had
 
not issued formal guidelines 
 for the use of performance
 
disbursement.
 

U.S.A.I.D./India adopted 
the performance disbursement method

of financing for the Maharashtra and Madhya Pradesh minor
 
irrigation projects. 
 In June 1987 the Bureau for Asia and

Near East approved a Project Paper amendment that authorized
 
the performance disbursement method of financing for the
Madhya Pradesh 
 minor irrigation project. The Maharashtra
 
Minor Irrigation project was originally designed and

approved for performiance disbursement on July 13, 1984. 

The performance disbursement method designed and used for
these projects-i did not conform to the existing A.I.D. policy
bOcause,, tht, projects did not result in the delivery of goods
and -:crv Icevs or the financing of local costs. Thedistinctive f !atur.: thisof performance disbursement method 
was mrakingj tit-e di surt-ement of project funds based on host 
country oct ion, usual ly policy or institutional reforms
ratnlr thon tradlitional proj,.ct costs. The release time was
gearvd t,o irov ido tle 1ever age required for making
int i t tit ional ofr pol icy changes. When the irr igationdepa rt ,ne.) tok .t that tri thet' the ions ggered release of 
t,, f t ('je-ct t nidn, U..S.A. I .1). d if;)ur,,v d (Iol arr to the 
IaeS [ , fhank o! Indcia. 

o I:; ofA#- . 1t thlt ptr itu mance di Sur Sesnent artangesnent inInkiia, the lt,,]u' t fundi hove. o 1t Ident i Ly with sped Ii c
p} o)Jet ,iCt VI t :,,. In ef I ,ct , this i ar r angoinent boughtIntititotion-il ,'t ion with tit 1e,,';no for proJi'ct f un( lng that 
tit' II veI :I (p)o, t1 -. ( ,1V 10 1* , wh I h It-I con it r y to the 
ex 1,-I tit; A. 1 .1). 1 1 Iti policy,fli, 'id I 'qI1 I Iaton... 

A. I .1'. . ipp tjivt, . t ' i w I (s t nltti'e ( dI iIob r ;e,,'n.,,n t, II I . hod oI ' fllAI l i fijp,oJ, t , t IV it a ''s In I 1l11a ' 0id )t h,.r co ltntr Iti on
fi b1 , i4 P ].,t -1,1 ,t, -' I ! s1,. AI thotj h p'l I o manrlo,

,lIil, IIt t t o t)l1 II I II q 01ft fcct of cOtl ld nOt h 
ticd ti, '+a-! jf I " , j,, W t I I ," lVi tl, , "lut'ht't d le i , ntg.
C2tet 1 1)dve I t-0 In ' r , tio lt a'1' leIit I tvI # , ber ,.Xaltitp 1 in!1
i'- l . i*iti i1l,1lIt fit ' ) . t4.* h44 A I.1). U 1 i we, r v 

h 
'es.'d for 

t flit I 1 , " Vin bh ugholhit p.' r (r tirmdil 
ilnI l't '.qq, "i t W.1In ba1e'uI oil thv onl Init] rtal I zat tonI a 

11t . I *. Ii ill.1) r' f ti l4. 
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General guidelines 
 have emerged from several A.I.D.
Washington offices 
 in relation to 
 the performance
disbursement projects. 
 These guidelines 
 helped formulate
general principles 
 and raise questions concerning the use of
performance disbursement, but 
 to date the guidelines have
not been formalized. 
 The deficiency 
 in the India
performance disbursement procedures 
 occurred because 
 A.I.D.
not establish
did agency guidelines, procedures, 
 and
regulations governing design 
 and use of this financing

method.
 

U.S.A.I.D./India 
 and the A.I.D. Office 
 of Financial
Management agreed 
 that A.I.D. needs 
 to develop overall
policies and guidelines 
 on the use of performance
disbursements. 
 The Office of the Inspector General will be
following agency progress 
in developing such guidelines.
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AUDIT OF
 

SELECTED U.&.A.I.D./INDIA
 

IRRIGATION PROJECTS
 

PART III 
- EXHIBIT AND APPENnICES
 



Exhibit 1
 

Examples Of A.I.D. Criteria 
For Approval 0f Irrigation Schemes 

Distribution 
system to be designed starting with
farmer's field 
 and moving upward through the system to

the main canal outlet level.
 

Conveyance channels 
 regulated with 
control structures
to permit full delivery 
 to all outlets, and protected
by cross-drainage structures 
 and escapes (wasteways)

along the canal alignment.
 

Water measuring devices 
 to be provided at the main
canals, each offtaking distributary and oach outlet to
 
a watercourse.
 

Dam and conveyance sy, tem of each scheme constructedwithin 
 four years of initiation including thedistribution network to individual 
farms.
 

Water requirements 
 for crops based on climatological,

deta iledj soil survey data, and 
 projected cropping
patto -ns. 

The layout of the water conveyance and distributionsystem to be bas.ed on detailed ,o iI and topographic 
surveys.
 

Main and br anch/d ,L r i bu t ar y yst,m to b, I i n ed base don doti ,,i I od no I I u r VCy d at.) and hyd r au I i c
conduct ivity-s.t'4,,pag., 1 o!s; corre 
ation.
 
Plan for 1and d,v 
 1 lomon t act iv iti toL, be conp I o ted bythe tim, the t r r i g' t i on (11!; Lr I bot ion n y tcI i a 
comp I L.td. 

Comp I. t. tsunr acet (It i na p yteIi e 1t 0 de! ried andconat r uct,-d In t.hi- tn t ir ,, co t i vat Ive coinrilr area
(CCA)'. 

' o)o ti I c JRat.,, of lo turn ( .;i(1)An of 12 p,'-iCent or more,or 1i |)0,rcnt in triball/drottphtron,. tiroan. 

i 
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UNITED STATES AGENCY for INTERNATIONAL DEVELOPMENT 
NTW DLHI, INDIA September 11, 1987 

MEMORANDUM
 

TO: Mr. Richard E. Derrick
 
R15/A/St nsapore 

*a
FROM: fi. rt 88 y, Director
 
USAID/India, New Delhi
 

SUBJECT: Draft Audit Report on Irrigation Projects in India 

Our ccoments on the subject draft report transmitted through your 

memo dated August 7, 1987 are an follows: 

Sums 

The auditors correctly state the challenge facing Indianagriculture: "...agriculture production must grow nearly 4 percent
per year...." This is an Thealmost unheard of rate anywhere.
draft report also correctly notes that agriculture growth will have
to come from "...improved yields and 
 greater cropping intensities 

on ... land that can be irrigated." With respect to the
agricultural developmental needs of India this hits the 
strategicnail squarely on the head. Indeed this context provides the raisond'etre for USAID involvement in irrigation and water resources.

AID/Ws' recent approval of USAID's Irrigation Strategy is
affirmation of this fact 

an 
and our consequent substantial involvement 

in this sector.
 

Overall, the draft audit report does attempt to place In perspectiveUSAID's continuti.g efforts to give its Irrigation portfolio aneffective, high Impact focus in the context of (a) the fiscal,bureaucratic anrd soclo-polltical constraints in which we operate,
(b) the host gowrment's ovr, enonmosa development effoits andmatching resourceto which make AID's selective efforts and limited
 
resources seem relatively wmall, 
 and (c) the Importance ofirrigation and water resources to India's economic development.

Ilowevr, the draft report mplpoara to Is vo only partially ourceedeod
In this effort apparently teause of uutiamilli r1ty with critical 
program dittails and atratelly, concet ration on construction
activities alone, and narrow Intorpr-tatlon of All) policy. We aresurpried by anti hiave noted subttantlal Inarcuraciesi nd major

incorrect and categorlcal coneltuiools in the draft report which are
discussed in the following paragraphs. Similarly, it seems that

action on 
at least three of the recanmehlatiots was alreadycompleted even before the audit was wound tip. The draft report
shoulld reflect that. We, tho efore, sug.gest that many of the

roport's findings and recommeat ions ho dropped 
 and/or mntlifled as
appropriato In light of our ce(3rnnts. 
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Finally, the use of past tense throughout the draft report conveys a
 
wrong image in the reader's mind about where these projects are in
 
their life span (only one project is ..cure, nearing PACD). We
 
suggest that the report be written in present cense,
 

Fc02! 

It is initially stated that the audit only covers 
three projects.

It should also be stated that the audit focussed primarily (if not
 
entirely) on the loan-financed construction. Several general
 
statements in the report may lead toone believe otherwise. This is
particularly important since grant activities in these three
 
projects and the IH&T Project are 
 now leading our program. For
 
example:
 

Title should read: "Audit of Selected USAID/I Ongoing
 
Irrigation Projects"
 

- PZ.ii, para (3) should read: "The US&ID-financed
 
construction prolects in the two states covered had
 
limited impacts ....... *
 

- Pg.tti, pars (2) should read: "These three AID irrigation
 
projects in India ...... "
 

The ptemime of our revised irrigation program is to focus all
 
inputs, construction loans and training and research grants, on the
 
overall goal, i.e. improving systems designs, planning and
 
management. When the construction is lifted out of the program for
 
separate examination, as 
has been done in this audit, it leads to
 
distorted conclusions. We believe it is a fundamental weakness of
 
the audit that no c(mcnt or asoessment is made about any of the
 
considerable institutional and manpower development elements of
 
these three projects or the program in general. 

Impact and Intitutional Chan1 .
 

1. Pages ii, lii, 
 , 7-14: The report mentions categorically in
 
several placesi that the projects in naharnshtra and Madhya

Pradesh have not had "impact", and that they wore not fully

meeting their objectives for Institutional change.
 

With mout developmtnt projects, particularly thosot concerned
 
with Infrantructure, tanefit streams and full Impacts cannot be 
assessed until well after the project completion date. This is 
particularly true for meditum Irrigation systems/schemos which 
typically take frwu 10 to 15 year* to ccnplet.. Only one of 
the UJ!ID projects reviowd by tho auditors was oven mature (s
ye4rs old), ono wa In the midst of a major redesign, and 
another wa, istill in nirly pha,so of Implement ation. None of 
the prjoet-asistd o,chmoo wero cimplote anti aperationAl.

Given the early stagos of thos. interventions, Impacts would be 
Imposal ible to judgo. Two auditors having spent sovoral days
each In those large Sta4ts, reviewing mostly the early 
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Implementation phases of projects would hardly be able to even 
qualify, much less quantify, project impacts.
 

The Mission's experience and a major recent program assessment
 
indicate that, institutionally, USAID's assistance and
 
collaboration with the 
two State Irrigation Departments

concerned is resulting in significant changes In both attitudes
and the way things are done in public irrigation in those

States, and dialogue is continually improving and expanding.

In recent discussions 
with the Mibsion Director the Secretary
of Irrigation of the GOMP stated that although small in
budgetary terms, USAID's contribution to irrigation 
In H.P. was 

... very important In improving his Department." Likewise theSecretary of Irrigation of Maharashtra State spoke of USAID's
"...catalytic role..." in improvements in his State. The 
specific accomil1IsLme.Jts are: 

- Irrigat ion mang.ment con "pt.s and appli cationt; are now
 
considered and dibcutit.d 
 widely In India--at the Centcr,
in the States, and over the past three years, in over 200 
conferences/t.n nars--whsereas in the 1970s thisi bubject
was of limited interest. USAID'. leadership and 
involvement has clearly helped stimulate thit and 
continues to 6hift dialogue to planning and operational 
peCrfomanc, l sue 1. 

- Hore lgoruut ecutoomic: ad technical appraf sal has been
adopted for mudium aid minor irrigation development In the
five .tatet wltere IJSAII) It, or hatt been. lnvlvVud. Prior 
to that, little or t.o atteltion was givvn to viguruu
anlalybil- tor mtinor and, fit some cauet. medium proJectu.
In Maharasthtra and R.ajitthan these utasdardb And t'trtlcs 
were extendtid to all nvw nedium and minor uchemob, and fit 
Hadihiya PiaIeshh tO all tvw mlinur scemb..b not jutt thfii. 
rvc, ving USAID |support. 

- Irrigattion pi.sin sit ! m.sfl lg L:m it raLi iing i b t ig
fundd ly 111. lgt iol l!v qaiMVfl ffIII ton ,tat~ ,, In 
rvopi 

i 'l 
,fis ti te . JoIIAi 'l'ilt of tv IL t l i i l v Whitlt( tdi ait USA I).compel e na'' llltw ."I pllalii l;vo a4l14 11I|)lIV97th llit attil!luit 

4i1 tfi gii tai -n tl; s'14 thir" b ,tcrb VlI h iV Alll att, f la nit 
Prf vIuItjll), ,..1 titat110 1 faI 

, 
I ,Iiws. sYbt&t,3J,,3l a *1' |latoilil 

Or ;'fovltrid to Il 1eali I4i L0 i .- I r, 

Filti C I t y~vt fit t Q 4it tIC. l Y .1C.o ,I4 zhf:utiuf aJ C ,'i 
ithVicbj ('Vii t tl al! Q t V IV. Il ! - C JCit I t 'ft lulev I 

$141'af ltitla , | ito a t1 v ©j ! ci1, mi]t, l't thcilt,. | u,!la of i V41 
4jll'if t t t t!R~ati IVt ti1, " ito) dlt i *tiA41(c 
4rtIVOIY Pifft! s tc! 4v4tf *faf1,I !ti , Ib ,li ! l... 
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Increased emphasis is on institutional strengthening in 
limachal Pradesh, Maharashtra and Madhya Pradesh. USAID 
is programming Grant assistance to directly strengthen the 
central design organizations in the Irrigation Departments

in two of those States. This establishes a critical
 
institutional link between the learning acquired in USAID 
assisted projects and the broader work of Irrigation
 
Departments.
 

Under the IM&T Project, USAID Is expanding curriculum and
 
training program development assistance to cover an eleven
 
states network of irrigation management in-service
 
training institute (WALMIs) rather than the five
 
originally planned for i, that project.
 

Besides, there are also a number of potential impacts, from
 
simply acceleration of construction all the way through to
 
better water management. Therefore, to assess actual "impact"
 
at this stage would be a vast over-simplification.
 

2. 	 Pg. iii, pare (2) and pg. 7 para (1):...."aharashtra and
 
Madhya Pradesh did not adopt such practices in their schemes"
 
and later "... little development impact ....in Maharashtra and
 
Madhya Pradesh ...."
 

A recent formal assessment of USAID'b Irrigation program in
 
Maharashtra (by four noted irrigation development experts)

stated "The team is satified that the Irrigation Department

has actually institutionalized critical technical design
 
features of the USAID projects, particularly for minor
 
projects, and feels that they represent significant

improvements over previous practices". 
 In both States the
 
Irrigation Departments are Improving their minor project

designs and operations by adoption of USAID-prescribed
 
technical criteria. They are doing so by:
 

- using internal rate of return analybis to gauge project
 
size and feaslbility;
 

- carrying out detailed topographic mapping and soils
 
surveys of command areas; 

-	 discusuing field channel layout and outlet locations with 
farmers; 

- rationing witter titpply with rotational schedules based on 
holding uizv. 

Those wurv nut "S.O.11." of the Irrigation Departments prior to USAID 
oistsianco as is amply documented by early project design specialist 
teaMs. Some of theme design Improvements and their adoption in
 
anoth, r State are further detailed and documented In the Final 
Evaluation of the RAJasthan Medium Irrigation Project.
 

&I
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3. Page 14, para (1): 
"...These USAID requirements did not
 
represent any new technologies... " This is not 
true. Five
 
specific new technologies are 
now actually in use:
 

- pucca nucca" outlet gates for water control;
 

- Replogle flumes for water measurements;
 

- methodology for calculating crop-water requirements;
 

" micro-computerization of 
IRR and water balance analysis;
 

- irrigation system diagnostic analysis methodology.
 

However, beyond and more importantly than "technologies" are
 
the institutional, procedural and management improvements

described in (1) and 
(2) above which the projects are
 
inculcating.
 

4. 
 Pages 18-19, conclusion:"...as long as USAID's actions are
 
limited to 
a small number of schemes, its assistance will

continue to have 
little impact." 
 This is a very subjective

statement and, as stated above 
in (2), not in line with what

irrigation experts and officials of 
the participating states
 
have concluded. 
Experience indicates that attribution and
 
concentration of 
our efforts on a paLtlcular, identifiable set

of 
schemes will have ireater effects than would "program drop"
of our funds in the enormous bucke of Irrigation Department
budgets. The GOMP Secretary made this point clear during the
M.P. Minor Irrigation Project amendment negotiations. The
 
reasons:
 

- The power of demonstrable, feasible improvements to 
real
 
schemes, i.e. doing It, 
rather than simply talking about
 
it. These schemes are in situ demonstrations and examples.
 

- The on-the-job training spread effects: Each engineer who
 
learns, understands and applies AID's design and
 
operational criteria on these selected systems will also
 
work on dozens of other systems. This skills transfer
 
reinforced by subject-specific training is Intended and is
 
inevitable.
 

- The Indo-US collaborative process: 
 In a soclo-technical
 
endeavor such as 
Irrigation management 
we cannot directly

transfer new technologies. Working in the field 
together
 
on 
selected schemes enables technology adoption and 
Iterative learnIng by both donor and recipient.
 

In fact, contrary to 
the report's conclusion we believe that we have 
too !n.., not too few, schemes to ensure demonstrable Impacts and
"seeds" for replication. 
The Jraft audit report unfortunately
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focuses on actual construction (which is not what our irrigation
program is all about), that it loses sight of 
our irrigation

development and management objectives, i.e. requtsite planning,

design, operations and participation (which is what our program is 
all about).
 

Project Assistance or Foreign Exchange for the GOI
 

Page(ii), Pagc 7, Pages 14-16: The 
statement that 
we are not

providing project assistance in the two states covcrcd is
questionable. Project assistance addresses itself to a discrete
development problem and, 
to that extent, specific, selected

irrigation systems do identify themselves with such assistance.
Each project is a discrete activity where we are supporting specific
medium or minor irrigation schemes as well as other related

activities under them. Each project has specific goals andobjectives and is designed to effect medium and long range changes
in the conditions of a target population. Our assistance can be
traced directly upto the scheme or 
activity level. The costs to be
financed by AID are Identified in the Project Agreements and PILs,

and the GO reimbursement claims specify these coats against the

related approved budget categories. Admittedly, the AID foreign

exchange disbursements are 
not directly transferred as a flow of
 resources for those schemes/activities, but 
they are linked. Under
the GOI/State planning and budgeting process, the projects have
already been advanced funds upfront by the States which they spendand for which reimbursements are made toto the GOT and through it, 
the State exchequer.
 

It is pertinent to mention that the AID Uinancing of local costswith dollars was approved by 
the Development Coordination Committee
when aid to India was rebumed in 1978. This policy is reviewed andapproved annually during the ABS review process. Individual projectauthorizations also reflect the approval of 
local cost financing

with dollars for that particular project. 

The AID supported projects, like all other Plan activities, areincluded in the concerned State's Plan upfront and the outlay levels 
are approved on the basis of 
the overall State Plan size. 
 The fact
that AID assistance forms a part of the total Plan does not mean itis not project asbistance. App. IA of lib 3 states the development
plan of the host country and Congressional mandate for AID provide
the basic framework and guidelines for establishing objectives and
selecting problems/projects. 
 te have followed this. Theseactivities (projects) fall within our CDSS objectives. Each one ofthem has been approved as a project and clearly qualifies for

project assistance. 
All other bilateral donors in India operate in 
much the uame fashion. 

According to Chapter 1 of AID Handbook 4, nonproject (or program)
assistance is a mechaniam for providing short-tevr relief fromconstraints on the economy (such as balance of payment deficits),
wl.ch our assistance Is clearly not designed to do. By contrast,
project assistance Is designed to-eff,,ct a long range change In theconditions of a target population, whilch is itst our asmistance to
India is all about. 
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Projects Would Have Been Built Without AID Assistance
 

Page it, 6, para (1): "...schemes would have been built 
(anyway)..."

This statement is conjectural. We feel it may be useful to
summarize here 
 how the GOI's economic development planning process

works, and how foreign assistance fits into it.
 

India follows an integrated economic development planning process
under which Five-Year Plans are prepared. 
 These Plans encompass the

entire range of development activities of interest and concezn to
the Center and the States. The Center assumes the primary role in

the formulation of policy and overall plans, while the 
 states take 
on idministrative and development functions. Briefly stated, the
planning process tries to (a) Identify the country's economic
development needs and priorities, (b) assess resource availability
to implement approved program and projects, and (c) allocate total
estimated available 
resources on a sector-wise and activity priority

basis.
 

Because of the shortage of internal resources, the GO! continually
investigates the possibilities of augmentinq them from external
 
sources in the form of multilateral and bilateral asuistance to

finance the economic development plans. 
 Such external assistance Is

only open to those activities that 
 have been included In the 
Five-Year Plan. 
The Plan outlays for different sectors are fixed on
the basis of total resource availability etimates, of which

external atsistance estimates already form a part. Thus, 
 the sizeof external asbistance has an Important bezring on sectoral economic

development plan resource outlays. In other words, 
 If externalassistance ib not forthcoming or is less than that anticipated, the 
GOI will curtail the Plan size by deleting or deferring

implementation of certain activities. What external aid, therefore,

does is accelerate their Implementation and, consequently, 
 the paceof India's ecunomic development. Although vxtertial asbistanca (both
multi-lateral and bilattural) amounts to less than 32 of India's 
grous domestic product, It play. an impurtant part In its economic
 
development 
 and Is mostly provide' for upecific purpott.a. 

All AID-flnanic.d projectb are covered in the CO or St atv Plan, ab
applicable, and funds. are budgutud by the concerned Central or Slateministry. Since the States are consttitutiunally barrud from Jiroct
foreign aid rulations with extornal agencies/govPrr=nt,, allasre,,nent a ar, sIg wd with t he GU1. Simi 1a ly, all dit htsaMth ufloan and graint fund. aru ilbo made to the GOI, but fUnd, (or related
activities ,arv alsLady Includod upfront in the out lay leveis
approved fur tl,, concvrud State41 and advaoced to tihmm periodicislly
during each year. 

COT may lhav" t a.n up the Impli mant at lon of Ouch p ojoc t iWt onlywhon resources ar #vailabl, I1siai that ii why It seeh. *Id tosupplvmunt Its own rosourcos to accwlerats ocoomic develo|psnt,
This Is the quintoosnco of all foreign deveolvleet assistance,
incloding ours, Otherwise, there is t*o ned for any foetogn aid ifthe arlg tmnt is made that GOI would have ovontually finotwod the 
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In view of this direct linkage
Costs out of its own reources. 
between our assistance and acceleated economic development, the 
auditor's argument is not valid. 

It is pertinent to mention that even with the foreign aid, the Got
 
t facing a resource crunch as a result of which the 
Seventh Plan

size may be reduced and the ministries have already been asked to
 
cut their proposed expenditures by 1/3rd. Nonetheless we have not
 
oniy been able to get increased budget flows for our projects thus

far but we also expect that needed budgetary provisions wil
 
continue to be made 
 for the. in the future despite the planned
 
overall budgetary cuts.
 

In uum, donor assistance givea the GOK and the concerned States a
 
better guarantee of adequate development plan budget for those
 
schemes. Therefore, most of the schemes 
 would neither have begun
nor txen completed without the USAID assistance and consequent
budgetary provision. None of the schemes would benefit from the 
qualitative design and operational improvements. 

Perfornance Disbursement
 

Pages (it). 20-25: "USAID/India's use of performance disbursement 
did not conform to Agency Policy." We agree that performance

disbursement method i not yet a formal mechanism, but it has been

approved and used elsewhere on a case-by-case hba1i. Its use has
 
also been specifically approved by AID/W in theCase of M.P. Minor
 
Irrigation Project. 

We alo question ottch statements asm "...the projects ....were

designed but not implemented in accordance with AID policy' made In
 
the audit report. During the audit period, both the NMI and MlI
 
projects wore Implemented exactly as dosigned. Before the audit

only the MITM project was restructured to include some performance

disbursements and AID/U was advised about it. The HPMI project
disburmenat procedures wore under redesign at the time of audit and 
even the-e have since been approved by AID/W. Tlrefore, this
 
statement nweds clarification. 
 Also, tru disbursement "Rencluarks" 
listed on pp. 72-23 Are so Incomplete as to be Incorrect. A list of 
the actual I'!. henclnsrks is attached for your reference. 
On Palle (iv) the audit report states that "the performance
dl btreaemnt pree,lura ..... 41 d not eonform to the existinig Agency
policy tecaoue dishurseent. .... w,,re not directly related to, or 
used for, project Activities." 

This is not .ri aecrote sataemnt sire, under this procedure, all
the diiNtrsenot tranches Are twing released only for those schemes 
AMd activities which h4ve bean identified for AID astisntce. It 
ay to cofrrect to sy that Ohw dtiburseents are not directly
reltedl to the ,not of Actual gotls deliwerPd or oorv .cs performod,
but ot that they wore not directly related to project activities. 
Through this performonce dobsrmsemont mechanism, we are d .ht'rstnt
funIo which have ten approved for the controction of the schome 
in direct proportion to t1. ouccessful completlon of discrete
 
planing, d algn and operationl activities necoesry for the full 
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development of. and benefits from. these schemes. The completion of
certain associated grant-funded activities are also included in the
disbursement requirements. Thus performance disbursements wiil
 
ensure the project's chances of achieving inatitutional and
 
management objectives.
 

The related PILe for MITM and 10I provide us the needed leverage in
 
that the GOI is expected to refund all amounts released for a

subproject or activity if it is not completed as planned. 
 In the
 
cane of the MPHI Project. where the PIL has still to be formally

approved by the GOI, we have recourse to the Standard Project

Agreement 	 clause on refund. 

Conatruction Nagement 

Pages 7. 12 & 17: The lack of construction management capability i
 
mentioned as a critical problem. 
While this capability is valuable
and is needed, the reason that too little funds are spread over too 
few scheme. lat. much less to do with construction management than
 
with the indiscipline of a fast groing democracy and the political
 
process. Of course professional strengthening of irrigation

departments can help. 
 It is not a q.estion of management capability

but perhaps the over-zealous but democratic political process that
 
makes unrealistic demands on limited resources. Our continued
 
attribution to specific sub-projects In H.P. results from the desire
 
in that State to counter just this pressure. Remember that our own
U.S. Amy C(. and USBR bend to the sama pressures (eg. the Tennestee
 
- Tonbigbee Canal). 
 In any case, the lack of construction funds i
 
not a primary cause of inequity, underutilizatton and Inefficiency

in irrigation development in India. 

Consequently, although we are and Intend to continue assisting 
management Improvements within Irrigation Departments, we can only
hope that the logic of not spreading the limited resources too
 
thinly is also accepted by the State Legislatures. A dialogue on
 
this issue is ongoing among the COI and the States. 
 The GOI i

considering switching over to the zero-based budgeting concept.

Under that concept it hs been suggested that focus should be on
 
projects that are movtr.g well so 
that they are completed at the

earliest, and that non-performing projects should be deferred or
 
wound-up. 

Sec nendat I om 

No.:It 	 U!NAl9/lr01a outmitted a comprehensive strategy paper to 
AI/W in Hay 1987 outlining tho rationale for our 
involvement in irrigation, the lessons learned soo far and 
the future directtons of our Irrigation water resources
prog*rm. The strategy was reviewod and ±t!:!etd by the 
Nursau on Hay 11. In view of thin, we feelI tht 
rocswondation is no longer timely and should tse dropped. 

No.21 	 Th necro-cumputertiation and managoement infomation 
Initlativon In thw MMI and MPHI Projects should In 
principle close thlo, although "...establitshmnt of a
 

I 
10
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priority system to use construction funds" would be 
unacceptable to the GOT and would likely result in charges 
of political. interference. For that reason, we strongly 
suggest that this final portion of the recomendation be 
dropped.
 

No. 3 	 Both (a) and (b) seem closed by the approval of the MPMI 
project amendment (see attached cable and PP Amendment) 
since the ANK Controller, Counsel, 1AA and PPC all 
concurred with the performance disbursement procedure 
designed for the project. 

No. 4: 	 We aoree that ATD/W needs to formalize the performance 
disbursement funding method. However, since AID/W has 
already reviewed and approved this method for the h.P. 
Minor Irrigation Project, we feel part (b) of the 
recommendation has become redundant and, therefore, should 
be deleted. 

No..5: 	 USAID/India has already established the guidelines in a 
USAID Order (No. 650 dated 6/25/87). a copy of which is 
attached for your records. We are also askitig the GOT to 
provide us copies of progress reports on the Rajasthan and 
Cujarst Medium Irrigation Projects on a regular basis. 
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LIST OF RECOMMENDATIONS 

Recommendation No. 1
 

We recommend that the Director, U.S.A.I.D./India:
 

a. determine whether A.I.D. assistance to the irrigation 
sector in India should be continued, and 

b. if a determination is made to continue A.I.D.
assistance, ascertain whether project or program
assistance can best achieve the specific development
objectives Gf such assistance to India's irrigation 
sector. 

Recommendation No. 2 

We recommend that the Director, U.S.A.I.D./India, develop a 
plan of action to as-- i!;t the States of Maharashtra and
Madhya Pr ade.;h improve their construction planning and
manacjemfnt capabi lit ies, including establishment of a
priority !:ystem to use the available construction funds. 

Reconmen(ation No. 3 

We recoinm(nd( that U.S.A.I.D./India establ is3h Mission 
guido Iinon 1o n'!U re cont ilued U.S.A. 1.1). monitor Ing of 
irrigation pro]ct for which th- fund s hiave lwer expended,
ht the A.I.D.-fuInd,.d nchems hlave not been comipleted by: 

(a) npec i ca I Iy df inn1 f)nd a:i 4jn i nq monitoring 
r e s n1 ih ii t I f,.e ; and 

(b) r,qu I r Iiq the (;ov.elmntt of Ind ia to por iodical ly 
r, lport on the uncompleted irr igation tichemeu. 
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