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March 14, 1988

MEMORANDUM FOR DIRECTOR, USAID/Swaziland, Rogiz DS:Car?égn : :

FROM: Richard C. Thabet, RIG/A/Nairobi

SUBJECT: Audit of Swaziland Cropping Systems Research
and Extension Training Project No. 645-0212

The Office of the Regional Inspector General for Audit/Nairobi
has completed its audit of the USAID/Swaziland Cropping Systems
Research and Extension Training Project No. 645-0212. Five
copies of the audit report are enclosed for your action.

The draft audit report was submitted to you for comment and

your comments are attached to the report. The report contains
three recommendations. Recommendation No. 2b 1is considered
closed. Recommendation Nos. 1, 2a and 3 are resolved and will

not be closed until completion of planned or promised actions.
Please advise me within 30 days of any additional actioms taken
to implement Recommendation Nos. 1, 2a and 3.

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



EXECUTIVE SUMMARY

The Swaziland Cropping Systems Research and Extension Training
project's wultimate aim was to help small scale subsistence
farmers increase production and thereby generate cash sales to
improve their standard of living. This was to be accomplished
by improving and expanding the research and extension capacity
of the Ministry of Agriculture and Cooperatives, As of
September 1987, A.I.D. had expended $6.6 million of $11.4
million obligated since the project's start in October 1982
under Pennsylvania State University gquidance. The project
completion date had been extended one vyear to September 1988.

The statf of the Regional Inspector General for Audit, Nairobi
conducted a program results and economy and efficiency audit.
The audit's objectives were to aetermine if: (i) the project
e¢stablished within the Ministry of Agriculture and Cooperatives
an agriculture information and publication capability, (ii) the
project improved the Ministry's recearch capability, (iii) the
project benefited small scale farmers by providing them
research recommendations through the extension system, (iv)
project participant training targets were achieved, (v) funds
ubligated for the 1life of the project corresponded to the
amount actually required, and (vi) Pennsylvania State
University implemented an adequate property management system.

The project had a number of accomplishments. The project
successfully built within the Ministry of Agriculture and
Cooperatives an agriculture information and publication
section, which successfully aired a dally radio ©program
covering agricultural topics, and published numerous booklets

Fotentially helpful to farmers. Also, the project
institutionalized a Ministry research capability in the areas
of maize, fruits and vegetables, and others. Also, more

participants were trained than planned and became productively
employec in the Ministry.

However, the audit showed the project's bepefit to small scale
farmers was significantly limited by extension problems, and
the Migsion did not identify or act on excess project funding.
Further, Pennsylvania State University did not implement an
adequate system to account for project property.

An important project aim was to help small scale farmers
increase production by providing them rescarch recommendations
through the extension system. Although the project improved
the Ministry of Agriculture and Cooperat ives' capacity to
generate rescarch recommendations, only & few farmers received
the research information through the extension system. This
was due 1n part to the project's design, which failed to focus
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adequately on weaknesses in the organizational linkages between
the researchers and the farmers, and to provide a feedback
mechanism on project impact on the farmers. Unless 1linkages
are created to better convey research information to the target
group through the extension system, the impact of the project's
eventual $8.6 million investment will be significantly
limited. The report recommends that the Mission restructure
extension aspects of the project and develcp effective measures
of the project's impact on the target group, or discontinue the
project. Mission management agreed with the recommendation and
took corrective action.

A.I.D. Hanabook 3 states that when funds obligated for the life
of a project exceed the amount needed, the excess sheculd be
deobligated. UlNevertheless, the Mission did not identify or act
on about $2.5 million of excess funds tpat would remain at
project ena. rhils occurred because (i) the Mission did not
assess the project to determine the amount of excess funds, and
(ii) the troject's financial reports could not be effectively
usea to wmonitor project expenditures, since the reports
Includea inaccurate accrual estimates., The result was that
about $2.5 million remainea idle more than two years instead of
being proarammea tor development or deobligated. The report
recommends  that the Mission determine the project's exXcess
funds and deoblicare  or program as appropriate, ana develop
a systom to idepntify ana act on excess funde in any of its
other projects. Migcsion manadement agroea with the
recommenaation ana took correci .ve action.

Penneylvania state  University's contract required it to
establish ond maintain a property management system and to
annualiy sSubmit a certified inventory report to
USAID/Swazi lana, However, the University did not establish an
adeauabte svysten or submit the required report. This occurred
because USAID/Swaziland ana University staff turnover disrupted
earlicr efforts to enforce the relevant contract provisions.
The potential tor loss existed because the University could not
adequately  account for the individual items on its $235,000
inventory list, and at  least 3 additional items valued at
$15,000 which had not been included on the list. '"he report
reconmenas that the Mission require the University to implement
a good property management system and provide a valid inventory
report. Mizzion management  agreed with the recommendation and
took corrective action.
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AUDIT OF
SWAZILAND CROPPING SYSTEMS RESEARCH
AND EXTENSION TRAINING PROJECT

PART I - INTRODUCT ION

A. Background

One of the Government of Swaziland's highest riorities was
achieving the transition of Swazi Nation Landl farming from

a subsistence to a commercial basis. This was important
because agriculture accounted for 75 percent of the work
force. A goal of the cropping systems project was to

facilitate the transition by providing improved research and
infermation  to small scale farmers through the extensicn
system. The farmerc would Dbe encouraged to increase crop
production beyond subsistence necds and thereby generate cash
needed for an improved standard of living.

The project was designod under the Title XI1II collaborative
assistance mode. In this mode an eduwcational institution works
collaboratively with A.I.D. and the cooperating country
beginning with project design and continuing to completion and
evaluation. Project implementation started in O:tober 1982
under Pennsy lvania State University guidance.

Three major project components were to support the Ministry of
Agriculture and Cooperatives: cropping systems research,
agricultural inforwation, and extension training. A.I.D. was
to contribute $12.9 million, the Government of Swaziland $4.4
million, and the U.S. Peace Corps $55,000. As of September
1987, HA.1.D. had expended about $6.6 wrillion and the project
had been extended one year to September 1988. For a map of
Swaziland, see Ekxhibit 1.

B. Audit Objectives and Scope

The staff of the kegional Inspector General for Audit, Nairobi
(RIG/A/N)} corducted a program results and economy and
efficiency aud:t. The andit's objectives were to determine if:

-- the project established within the Ministry of Agriculture
and Cooperatives an agriculture information and publication

capability,

-~ the project improved the Ministry's research capability,

1/ Swazi Nation Land is owned by the nation rather than
privately.



-- the project benefited the small scale farmers by providing
them research recommendations through the extension system,

-- project participant training targets were achieved,

-~ funds obligated for the life of the project corresponded
to the amount actually required, and

-- Pennsylvania State University implemented an adequate
property management system.

To accemplish these objectives, the RIG/A/N staff conducted an
audit at Mbabane, Manzini, the Malkerns Research Station, and
selected extension service field offices in Swaziland. Work
was alcso done at the Regional FEconomic Developnent Services
Office in Hairobi, Kenvya. The audit began in September 1987
and was comrpleted in Hovember 1987. The audit staff reviewed
pertinent documentation and interviewed officials of
USAID/Swaziland, the Ministry of Agriculture and Cooperatives,
the Penncylvania State University, and the Regional Fconomic
Developrment Services Office,

The audit included an assessment of the organizational
coordination necded to convey information from the researchers
to the tarners.  The audit also independently estimated current
and forecasted eupenditures to test the accuracy of  the
Mission's financial reports. Finally, the audit assessed the
Mission's actions to resolve a 1984 audit reportl/ issue
1nvoiving 1mplementation of the project's property management
system.
]

This auacit report covered about $5.4 million expended from Ma
1984 to september 1987, The 1964 RIG/A/N  audit rcpo*“il
covered cbout $1.2 million expended from October 1982 to April
1984. During the project's 1life, A.1.D. obligqated $11.4
million. Coverage of host government counterpart contributions
vas limited to a review for reasonableness, since scme costs
were borne on an in-kind basis. Review of internal controls
and compliance was limited to the issues discussed in the
report., The audit was made in accordance with generally
accepted government auditing standards.

1/ Audit Report No. 3-645-85-2, "The Cropping Systems and
Extension Training Project in Swaziland,"

October 12, 1984.
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AUDIT OF
SWAZILAND CROPPING SYSTEMS RESEARCH
AND EXTENSION TRAINING PROJECT

PART 11 - RESULTS OF AUDIT

}The audit showed the project's benefit to small scale farmers
was significantly limited, and the Mission did not identify or
act on excess project funding. Further, Pennsylvania State
University did not implement an adequate system to account for
project property,

Despite  these  shortcomings, the project had & number of

accomplichments, The project successfully built within the
Ministry ot Aqgriculture and Ccoperatives an agr ' culture

information ana publication section, which successiully aired a
daily radio program covering agricultural topics, and published
aumerous  bookliots potentially helpiul to farmers. Also, the
Droject inctitutionalized o Ministry research capability in the
areas ol maize, fruits and vegetables, and others. rurther,
more  poarviesrants Wre trained than planned and  became
productively wnployed in the Ministry.

Althouah  the  oroject mproved  the Ministry's capacity to
Jenerate rorcarch recommenaations, only a few farmers received
the recearan information through the extension system.
Further, the Mission ¢ia not identifty or act on about $2.8
million o cxoess funds that would remain  at project  end.
Alco, Poenneyjvania state University  aid not establish an
Aavguat e preperty wanagement system or submit annual inventory
reports ar required by 1ty contract,

To oY ot Uhieesee probilems, the report recomnends that
UBALD/Bwauitang restructure the project to improve achievement
of the project's extencion scpects, and establish a system to
taentity edcess projoect funas and deobligate when appropriate.
The resart also recommends that USAID/Swaziland require
Pennsylvania State University to implement an adequate property
Management  system and conduct and report on annual physical
inventories,



A. Findings and Recommendations

1. Extension Problems Limited Benefits to the Farmers

An important Dproject aim was to help small scale farmers
inCrease production by providing them research recommendations
through the extension systen. Although the project improved
the Ministry of Agriculture and Cooperatives' capacity to
geéncrate research recommendations, only a few farmers received
the rescarch information through the cxtension system. This
was aue in part to the project's aesign, which failed to focus
adequately on weaknesses in the organizational linkages between
the rescarchers and  the tarmers, and to provide a feecback
 echanism on project impact on the far.aers. Unless linkages
Cure created to petter convey rescarch information to the target
Jroup through the cextension system, the impact of the project's
eventaal $8.6 million investment will be signitficantly limited.

R(3C}”U“¥iﬂ?1itif7ﬂ,?{0- 1

We recommend that the Director, USAID/Swaziland:

require a restructuring of the Frojece to identify and
focus on the obstacles and constraints to the effective
extension of rescarch and training, or discontinue the
project, and

&b}
B

b. ensure aevelopment of objective measures of progress in
providaing benefits to Lthe target group, and require the
periodlc comparison ot that proaress to rcalistic
penchmares for achievement.

Discussion
'he project paper identified low Swazi MNation [and adricultural

productivity as a major factor contributing to poverty. Thug,
the project focussed on  improvin the capabilities of  the
s J L

Ministry 1 Agriculture and Couperatives to provide
recommenagations to  increase  production. Capabllitics to be
aeveloped, according to the pro,ect  Sdentification document,
included: {1) Generat 1noa Cropping Sy stoems recearch

recommoncat vone, (1) pachaging the recommendat ione in a form
uscable Ly the cxtencion cervice, (1i1) extending the research
packaqges 1 e barter,  sna (1) proviaing pub et fons and
LAUAIOVISUal widr o necded by e extensaon otal f .

All thece capabilitics were to cupport e project's central
aim, The aim was  to  provide tarmers recommendat tons to
encouraye them to ancrease or diversity crop production beyond






included host government and Pennsylvania State University

researchers, national subject matter specialists, senior
extension officers, regional extension officers and
coordinators, extension officers, and front 1line extension
workers. Almost all the workers 1in the chain said that

extension problems prevented most farmers from receiving the
rescarch and training information generated at the national
level. A few officials were more cautious. They said the
project's impact on the farmers was unknown because no
systematic effort had been made to determine it.

Although the level of contact between the farmers and extension
workers was critical to the success of the project, available
data 1ndicated the contact achieved was low. The following
data on farmer-extension worker meetings showed the low level
of contact.

PERCENTAGE OF FARMERS NUMBLR OF THE 15
IN THE GLOGRAPHIC AREAS GFOGRAPHIC AREAS
ATTENDING MERTINGS THAT REPORTED ATTENDANCE

1986

NOVEMB LR 1.05 4

DEC FM3 LR 1.78 5

1987

JANUARY 1.45 7

B RUARY 3.17 7

MAKCH 2.27 7

APRIT, 2.05 9

MONTHILY

AVERAGE l;?él/ 6.5

The  foregoing attendance information may not be precisely
representative of the entire experience in Swaziland. However,
the 1.96 percent monthly average attendance was disappointingly
low, according to the front line extersion workers.

1/ The attendance percentage ficures were developed by the
auditors using actual repor ted attendance figures and
geographic area census figures provided by the Ministry of
Agriculture and Cooperatives.



A January 1985 mid-term project evaluation pointed out that
serious weaknesses existed 1in the organizational 1linkages
between the research officers and the farmers. A May 1987
mid-term evaluation also identified this problem as a major
obstacle to promoting agricultural development.

According to the 1987 evaluation, the problem had three
aspects. First, extension workers lacked adequate
transportation. Discussicns with extension workers disclosed
that extension workers often haa to walk several miles a day to
relay an extension messaqge to farmers.

Second, the extension workers were not adequately trained. The
workevrs stated they lacked the skills required to operate as
extension generalists as required by a recent extension service
recrganization. Farmers lost contldence 1n them since  they
could not adequately address issues vrelated to come crops.

Thirad, the introductron ob the "training and vicits™ ¢xtension
approach cansed  resontaoent amondg csomne extension staft, This

OQCCUrresd  Loecairse  the approach's implementat on did not  take
L

into  account  the  Gbove  mentioned  Lransportation  and  otaff
skills realities,
The "training and visitg” approach  called for national

specialists Lo aeline messages and  communicate them to
extension ofticers at monthly training sessions. The extension
officere, in turn, would conduct bi-weekly training sessions

for the extencion workers, The extension workers would then
meet with o precgetormgned number ol farners dally to relay the
Tesenarel mesoadon, In reality, the  new  approvach  proved

inetfective becaucse ol the unavailability of transportation, a
shortage  of  aaeqaately  tratned  ctaff, and difficulties in
1 Y

communiicat ion anid coorasinagtion.

ihe project ' Tl b i ity to provide the farmers
information was aue 1o opart to the project's inattention to the
major problowms v oextension, The original project desian did
propoge strenathening eXNtoenslon training and agriculture
information and puablication, and some eofforte woere made  in
those areac. The audilt chowea, however, that the eftorts were
not  sufficient  to o overcope bthe weaknesoen in the  binkages
between Ul reccarchers ana bho farners, At bhe taome ot the
audlt the wean oraanizat tonal linkades wWers the moagor deterrent
to project prodren. anda tnoe project's oriagingl design necded to
be rethoucsht to bevter ad 2 the praoblem,

«
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A related factor caused the problem to linger without
sufficient attention. The project's logframe did not require
objectively measuring the project's impact on farmers or
comparing the 1impact to realistic targets. Without such
project indicators, the Mission was not 1in a position to
identify or take action on the project's limited impact on
farmers through the extension system.

The project's extension aspects needed to be rethought and

restroztured  1f the project was  to impact its ultimate
beneficilary, the  farmer. Options that might be studied
included: (i) Reduring the target group size, (ii1) reduwing the
number of cron ty pes supported by extension, (1ii)

restructuring the "training and visit" extension approach, and
(iv) jproviding a reduced number of  extension workers with

better (ransportation services. Rethinking the project would
draw on five years of operating experience, and provide cven
more options than ountlined above, Minor adjustments to  the

project, however, will not be sufficicent to overcome the lack
of praoject diper b pnoted during the audit.,

The  effcet  of  the problems itdentified by the audit was  to
severely bt the dwmpart on the  beneficiary group of  the
Project's inzestment  through  September 1987 of 46.6 wmillion.
An additiona’ $2 million will have been spent by the project's
Septembier 1985 extended completion date. Unless the problems
Are  overscome, the impact of AJI.DJ.'s  eventual investment of
$6.0 million will be significantly limited, and the project not

be oxteonded,

I'n concliusion,  the Mission  should rethink the project  to

tddentity and focus on the  obstacles  and  constraints  to
cftective oaitension of research and training. Farther, the
Mie 1o should  require objective  measures  of  progress in

providineg benetits te the farmer, and compare that progress
with realistie targets for achievement.

Management Cowtaenit g

The Mission agrecd  with  the report's recommendation. The
Mission stated, however, Lhat the draft report misstated the
projest's  oparpose., The project's purpose, according to  the

Mission, was to amprove and expand the Ministry of Agriculture
and Cooperatives research and extension coapacity, and not, as
Stated by BIG/AA/N In the dralt report, to help small ocale
farmers i reage produostion by providing t e recearch
rocoimendat vons through the extension systems The Misoion also
pointed  out o that the project s logirame did o not opeesify an
aztivity with respest to extending the research packages to the
farmer.
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Although the Mission conceded that achievements in the
extension of research information lagged behind other program
elements, it said, just the same, farmers .ere receiving
agricultural exlension information, The Ministry of
Agriculture and Cooperatives' statistics, according to the
Miscion, c¢stimated extension workers contacted 8,500 farmers
per month. Farther, the Ministry's information was airing 1
1/4 hours per week of agricultural radio programs  based on

extension miterials prepared ny project trained personnel, A
listenership survey showed 60 percent of the total population
had been reached., In addition, newspapers regularly roprinted

pProjuct extonsion publications.

The Mission statea that the fable representing average month ly
contart Letween oxtension workers and farmers Jdid not show a
low loevel of contast, oven by U.s. standards.

({Lf _i/(».‘ O i

Thepertor Ceneral Comments
The Missicon's couments were carefully considered and certain
changes suggested by the Mission's comnnents were made to the
draft  roport. The  Miceion's comments  with respert to the
purpose ot the projest highiighted o central concern of  the
auditors, 1.o., whethior the 1rodet was Lenefiting the farmers,
and  prowpted clarificatinn of  coatain points in the  draft
report ., RIG/h/H oaintains that, oven thongh the e Sa bt is an
stitution buillaing paoject, the projet must heep si1ght of
the farmer au the project s ultimate Voo f e bary .

The  report, inooour opinion,  foedrly dejactodd the problens
Limiting extencion of roscoarceh dnfonmaticon to the farmers.  The
statistics provided in the table on cxstension worker contaot
with the foaraer were the lest availoable, el were corroborated
as low by the  aaditor's  discusoions o with o the  front  line
aextension workenrs, Fvpearts we consulted 4lso characterized the
percentages of contort in the table as low.

The Office of Tnspertor General considers kecommendation No. 1
resolved, It will be clesed upon the Mission providing
evidence that corrective action has been fully implemented.



2. Excess Project Funds Should Be Programmed Or Deobligated

A.I.D. Handbook 3 states that when funds obligated for the life
of a project ecxceed the amount needed, the excess should be
deobligated. Nevertheless, the Mission did not identify or act
on about $2.8 million of excess funds that would remain at
project end. This occurred because (i) the Mission d4id not
assess tne project to determine the amount of excess funds, and
(i1) the project's financial reports could not be cffectively
used to  monitor project  expenditures, since the reports
incluaced inaccurate accrual estimates. The result was that
about $2.b5 million remainea idle more than two years instead of
being progranmed for development or deobligated.,

3

Reconmendat ton Noo 2
We recommend that the Director, USAID/Swaziland:

a. asscess the Dproject to delermine eXCess funds, and
deobliqgate or program the funds as appropriate, and

b. when a project implementation status report is made, and
when a project is considered for cxtension, require the use
of a system that includes the uoce  of  accurate accrual
estimates, to compare actual to planned cxpenditures, and
to consider the ursposition of any excess funds icgentified.

Discussion

The U.S. Congress gave A.I.D. authority to deobliyate and

reobligate funds when prejects have excess funds. congresss
intended, according to the hearings record, Lo promote
efficient use of foreign acsistance by cnoonraging cloce
monitoring and good managencnt of micsion project vortfolios,
A.T.D. Handlbook 3, Chapter 13 st atea bl wien "fundsg

authorized and obligoated for the (1fe of o project exceed the
amount actusily requived, steps chould be taken to deobligate

the oxcess dnount " Thus, the  Handbook  incorporated  the

Congricoional intent ion for L R D Lo une aqeobligation
adthority to eiticiently manage 1oconces.

Althougn AVL.D. haa this authority, the qudit chowed that the
Mission had not  ddent iiied or tuken steps o deobliagate or
program about $2.8 million in cxooss funds that would remain at
the September 198s project ascistance cowplet ion dat o,

The AP COEREEN funds ocourred boaaunse  the  project haa  been
overbudgeted ot the time of the project desioan.  An analys s of
the project paper's budget  showed that the intlation rates
anticipatea did not materialize, training costs per participant
were overcotimated, and contingency estimates were not needed.






Management Comments

The Mission agreed with the 1eport's recommendation. The
Mission stated, however, it was aware of the excess funds in
the project, but did not deobligate because it intended, for
valid program recasons, to ex+tend the projert Dbeyond its
September 1988 project assistance completion date.

Office of Inspator Gener

al Comments

The  Mission's response to the draft report incorrectly
established the audit survey as separate from the audit, and

suggested word changes to  that ceffect. HHowever, the audit
Survey  was  an  integral part  of the auwdit. Arcordingly, the
Mission's asscertion that it wias aware of the excess funds prior
to the andit was not supported by the fasts, which woere as
follows, (i) At the start of the audit survey ,  the project
manager told the auditors all  the project's obligated funds
woula e uned by the  Sceptembeoer 1988 projest  assistance

completion date, 2d provided the aoditors a worksheet to that
effart. (i) The anditors independently calculated the accrued
expenditures and  projected  the  expenditures through to the
project's completion date, and this revealed the presence of

the exczess {funds.

The auditors shored their detailed worksheets with the project

manager, and o at the audit survey exit conference shared their

estimete  of the  awount of excess funds  with the Mission

Divesrtor, Prosgram Pevelopwent Ofticer, Program Of Licer, General
i

Developwent ol bicor, Badget and Accounting Of ficer, and Proje-t

Hanager, These S otficials were  generally  sooptical  of  the
CRISLece oo thie CNeG fande, but sald they would
Tuvest igate, in o osunm, untal s the auditors demonstrated the
presence of  the cxcess funds, the Micsion had not taken s teps
to 1dentity  them., Since  the Mission had not identified the

excess fands, clearly the Mission had ot programmed them,

The Oftice of Inspector General considers Recommendation No. 2b
to be closed, a5 a result of the Micssion's issuance of Mission
Divaztive No.o 301, "fExtension of Projest Assistance Completion
Dates, " and Directive Na, oz, "Project Implementat ion
Keporto )" Foecommendaiton Noo o 24 0s considered  resolved  and
will be  closed upon the  Mission providing  cevidence  that
corraztive artion has been fully dwplementod,



3. Pennsylvania State University Did Not Implement the
Required Property Management System

Pennsylvania State University's contract required it to
establish and maintain a property management system and to
annually submit a certified inventory report to
USAID/Swaziland. However, the University did not establish an
adequate system or submit the required reports. This occurred
because USAID/Swaziland ana University staff turnover disrupted
earlier efforts to enforce the relevant contract provisions.
The potential for loss existed because the University could not
adequately account for the individual items on its $235,0060
inventory list, and at least 3 additional items valued at
$15,000 which had not been included on the list.

Recommendat ion Ho, 3
We reconmnend that the Director, USAID/Swaziland require
Pennsylvania State University to:

a. submit to the Contracting Officer for review and formal
approval, a description of the property management system
1t intepds to install, and the date by which installation
will be achievea, and

b. submit to USAID/Swaziland a certified inventory report
basea upon an inventory 1list reconciled with original
receipt documents and a physical inventory verification.

Discussion

Claucse 17 of the general provisions of the contract between
Pennsylvania state Iniversity and A.1.D. required the
contracior to Mestablich and maintain a system Lo control,
protect, preserve, ana maintain all  Government property.”
Further, the contractor wao reaunired to submit an annual report
on the non-expendgable property it held, in a format outlined in
Ehe contract.,

To accompiich this, Pennsylvania State Univercity chould have
cstabliched o property record upen receipt of ecach item of
broperly, aooignea property control nunbers, and recorded the
items' datec of roceipt and valuco.  When an item wes Seoued to
the user, the specific location shonld Lave boen roecorded on
the property rocora Yo facilitat e fature phyoical inventory.

The absence of o dood systeoemn was bighliaghted in oan Oct ohor 12,
1984 RIG/A/Nairori auail report, The report did not include a
recommendation on the problem becaune the Miccion gave a plan
for correcting the problem in the response to  the draft



report. However, the Mission did not follow through on the
plan, and at the time of this audit the University still had
not established adequate property records or conducted an
annual physical inventcry verification. The required annual
Inventory report had not been submitted to USAID/Swazlland
since the inception of the contract in March 1982.

No system had been implemented to establish a property record
based on a signed receipt document. This deficiency impaired
the University's ability to generate a comprehensive inventory
list to use for physical inventory verification. Three high
value 1tems were received but not included on the inventory
list maintained by the University. specifically, vehicles No.
5G. 161%9 apa No. SG. 14569 and an IBM X7 computer were not
Included on the University's inventory list.,

An additional problem was the absence on the inventory list of
specitic locations for the items. Only general locations were
shown, cuch o5 Minlstry of Agriculture and Cooperatives, This
brecluaca o phycical inventory verification by the auditors.

1
This derticiconey @leo prevented the contractor from conducting a

proper lnventory.

A dood  property  manadenent  system had  not  been established
Lecause Micsion and University staff turnover caused the plans
tor implementing the system to be lost. The result was the
Mission bLad not enforced the conlract provisions requiring the
contractor to establish a systen. The HMission also had not
required thpe  Upiversity  to  submit the certified annual
lnventory report.,

A & result ol these deficiencies the potential for losses was
eviaocnt. Three 1teme valued at $15,000 were not included on
the contractor's inventory list and consequent ly were
vulnerable to Joos, This representea 15 percent of the items
in the inventory valued at $4,000 or more. The University also
coula not physically verity anc thus adeauately account for the
indiviaual items already on its $235,000 inventory list.

In conclusion, the Micsion's nonenforccement of the contract's
property manadgement provisions reculted in the contractor not
cctablishing ar audedquate  property management system. To
correct Lhis coituation, the contractor should be required to
cstablich o proper system and to submit the required certified
annual lnventory report.,

Management Comments

The Mission agreed with the report's finding and recommendation.
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Office of Inspector General Comments

Recommendation No. 3 is considered resolved. The
recommendation will be closed wupon the Mission providing
evidence that the corrective action has been fully implemented.

Management Comments

The Mission made three overall observations about the draft
report. First, the preparation of the response to the draft
report required substantial Mission staff time. Second, the
formulation of the response was difficult because the auditors
did not share the details of their findings with the Mission
prior to Jeparture, Third, the report roecommendations were
useful and aelped the Mission nake chonges,

Office of Inspector General Comuents

The Mission's stafi{ time required to respond to the draft
report, in our opinion, was due wore to the significance of the
findings than anything else. The report highlighted three
problems: the target farmers were rocelving significantly
limited vesearch information through the extension system, $2.8
million in obligations had not been programmed and had been
idle for over two vyears, and, the contractor had never
implemented a  property management sy stem, despite the project
being over five years old. These problems were significant and
deserving ot substantial Mission time.

The Mission's statewent that the auditors did not share the
detairls of their {indings misreprosented the facts. All the
draft report's 7Tindings and support were provided to Mission
managemnent  prior to the exit conforence in a 13 page single
spaced darument  prepared in the standard Office of Inspec tor
General format. At that time the Mission informally provided
wording suggestions,

Although RIG/A/N requested a formal response to the document,
the Mission provided nothing during the scven weeks from the
exit conference to draft report issuance. Further, the Mission
requested no further information regarding the details of the
findings.,

RIG/A/N scnt the draft report to the Mission on January 8, and
requested formal comments by January 25. 'The Mission asked for
and was granted an extension of time until February 19,



Mission comments were finally received on February 26. At no
time during the 13 weeks from the exit conference to receipt by
RIG/A/N of the Missions comments did the Mission ask for more
information on our findings. The Mission Director's comments
were, tnerefore, without foundation.

The Mission Was, however, responsive to the report's
recommendations. Between the time the draft report was
prcrided and the final report was issued, the Mission closed or
resolved all the report's recommendations.



B. Compiiance and Internal Control

Compliance

As discursed 1n finding no. 3 of this report, Pennsylvania
state University did not comply with the provisions of 1its
contract reaurring  1mplementation  of  an adequate property
manadement  cystem  and  submission  to  USAID/Swaziland of a
certified annual inventory report. Hothing else came to the
auditors' attention that would indicate untested ltems were not
in compliance Wwith applicable laws and regulations.

Internal Control

The review of internal controls was limited to the reported

tindings. During this auvdit the staff of RIG/A/N  was
conducting another audit covering USATID/Swaziland's management
system. A separate report will be issued covering the

1mprovements necded.,



C. Other Pertinent Matters

The first recommendation of this report requires the Director,
USAID/Swaziland to restructure the project. Two additional
1ssues  should be included in the related review: (i) the
institutionalizat ion of the project's extension training
component, and (ii) the need for research support for cotton
and tobacce cultivation.

The  purpose  of  one  of the project's components was  to
strengthen extencion training, The Umiversity had assigned a

person to work 1n the area. Jhe audit disclosed, however, that
no  hoot SOVerninent o counterpart was Tt eract ing with the
Univercity's person, and that extonsion training activity could
end  when  the  University's  involveient cnced, Thus, the
component's continued impact was uncertain., Any orevicow of the
project should  considcer WAy S to  onoure t he corponcent's

activities are institutiona ) zed,

The project's original decian identiticd cotton and Ltobacco as
major Swaziland cash croos to  be supported by research,
However, the national specialists for these crops roeported they

received  no  direct project research support, NHelther  the
Mission nor the University could explain  why this had
occurrea, Any review of  the project should include  an

assesoment of the neec to support research for these crops.
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memoranadum

oate,  February 22, 1988
- ~ “V
Mlinor USAID/Swawiland, Director, Roger D. Carlaon équA D{ (\CQL‘p

Dratt Report on Audit of Swaziland Cropping Systems Rescarch

and Extension Training Project ho. (45-0212

SUNBJECT

vor RIG/A/Nairobi, Richard C. Thabet

I am pleased to comment on the "Audit of Swaziland Cropping
Systems Research and Extension Training Project No. 645-¢212"

Our comments on this draft report are extensive and required
many hours of staff time to prepare.  The auditors did not
share the detalls of their fundings and work papers with the
Mission prior to departure. “his omission made it very
difficult for us to respond to vague and broad-sweeplng
gtatenments found 1n the draft report,

The central flaw 1n this draft report is that the auditors
mig-stated tne project's purpose. The project is an
Institution-building activity to astrengthen the capacity of the
Ministry of hgriculture to conouct rescarch and extengion
prograns, e pramary purpoge 15 not as stated in this draft,
Conseqguently, we were required to go throujh the paper and
correct basis mis-statements of fact. '

The Mission was avware of the excess funds 1n the project, but

did not de-obligate because we 1ntended, for valid program
reasunyg, to extend the project beyond itn current 9/88 PACD,

Finally, I belileve that the conclusions are greatly exaggerated,
and the statement that "ihe project's $8.6 million investment
will be largely wasted" a gross overstatement and totally out

of proportion to the recommendation:s,

On the other hand, the recommendations were useful and have
helped the Misalon 1nstitute some administrative changes,

Please let ne know if our cumments require further
clarification,

GOPFTIOHAL PONM by 10
iNEY 1.80)
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Begin Formal Response:.

Page (i)

Line 3: Puor the Project Paper Logical Framework the purpose of
the project 1a: "To improve and expand the capacity of the
Ministry of Agriculture and Cooperatives research and extension
program to develop and eftfcectively extend cropping systems
recommendat tons relevant to the cconomic needs of the SNL
farmer.” As pointed out in the Action Mome for fhe AA/AFR Ro:
Project Anthorization this b eosentially an institutlon-
burlding project, and 10 was e Dmate d that 10 wonld require a
lona-tevm comurtinent to vnt abl ol v iab e ol fective
agricultural resoarch, extonsion Prarntag and agravoaltoral
intornation services, Consegquently, in line 2, please delete
"help swall .. through the extension aystem.” and insevt
“improve and cxpand the MOAC'S ronearch and cALunslon capacity,

Lines 12-18:  The stated andit objectives which are listed
identify only those areas which had problems.  We believe that
13 because they are the problem areas identitied after the
auditors completed their initial survey in September.” They
were not the only objectives going into Lhe report at the time
of the survey. For example, the auditors 1dentify in the
report a number of accomplisbioqts directly related to the
project purpose. In performing the audit, a review of these
arcas must have been audit objectives at one Lime, too.
Consequently, delete "The audit's objectives were ... property
managesent Systen.” and insert the following language, which
vepresents o ach more conprelbensive approach to an audit of a
complex technioal asgristance project. \
"The audit!'s objectives wore to detornine 1t (1) participants
were belng tracned, (11) an agricultural insormation capability
was belug established within the Ministry, (11i) the Ministry's
reseatch capabrlity was being institutionalized, (iv) the
project achieved 1ts matn purpone of tnprovieg and expanding
the MOAC's research and extension capacity, (v) funds obligated
for *he liate of the project exceoded the amount actually
requirved, and (va) Pennsylvania State University implemented an
adequate property management syntem,

Page (i)

Lines 1-4: Pleane delete the firal sentence, "However, the
audit ... progect funding." and replace with the following,
"However, the audit showed that the Mission did not deobligate
Unprograamed project funding, "

Lineny -8 Gilven that the project paper's log-{rame states
Lhat the project purpose was Lo improve and expand the MOAC'y
vesearch and extension capacitly, we suggest that, you delete the
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sentence, "The project's primary purpose ... extension
system." Please replace it with the following "The project
purpose waa to 1mprove and expand the MOAC's research and
extension capacity.”

Lines 1¥-11: Please delete the phrase, "only a few farmers
received the rescarch information.” and ingerc, "acnievements
in the extenmion of this information have lagged behind other
project elements,”

Lines 15-16; Lt 1s suggested that the plrase, "the project's
eventual S8.6 willion investment will be largely wasted®  be
deleted and insert, "the project's investment fay not be aa
effective as 1t othervise wonld be,  Just the same, farmers are
receiving agqricultaral extension 1nformation.  OAC stati1stics
estimate extension workers contact B, 50 farmera per o tontn,
The HOAZ's tonformation section is airing 1o1/3 hoop g prer o wWeek
of agricvltnral radio programs based on extension atlerials
prepaved by project trataed personnel. A Tistenevship survey
showed that 60 percent of the total population hay beon voached,
In addition, newspapers regqularly reprint project extension
publications, ™

Pagen \(i‘i ) and (111 )‘

Pages (11) Tine 22 and page (i11) lines 1-2: A o CONDeQUEene
of a financial aualysis in March 1987, the ovaluation during
March/April 1957, and subsequent USAID/GOS discussionn: the
Mission and co5 doctded to oxtend the project PACHD fur valid
program recasonus With exiasting project tunds,  Concegqaently, we
suggest dedieting the sentence, “NHeverthelens, the Misalon ...
would vemain at project end.” because the statement 1
incorrect,

”

Page (1i1)

Line 2-6: Please delete the aentence "This occurred ...
acerual estaimates.” and renlace with the following, "The
Mignion asseaned the project and decided Lo reprogtan rather
than deobitgate unprogrammed funds, broject aceruals werwoe
difficult to entamate since AlD/Washington did not forward
contract charges tntal o G1x Lo eaght months al ter jrrocenning
Lhemy, and the charges were (o0 oo tncurted many montha
prior ta vhen the chargen were S SVEARERFPRLTS B

Line 190 Please delete the phirane, "ihe potentaal far Vong o wann
evident because 000" and replace with the phvane, "Vhe potentaal

"

for 1o 'L SRS EYE B ST RN N

Linea 2021 Please delete the Tollowing words, “individual
Ptems™ and replace with the words, "location of he portable
oquipment”


http:taul):o,.vt

APPENDIX 1
Page 4 of 9

Line .3: Please insert between the words, "list." and "The
report " the following sentence, "Houwever, no losses were

identified."

Page l

Line 8: Please delete the word "training," and replace with
"information",

Page 2

Lines 12-18: We believe that the audit objectives were broader
than the three items listed which were all identified as
weaknesses.  We believe that the audit had other objectives,
that happenod Lo have been satisfactory, which should be listed.
Consequently, we recomuaend Lhat the following language be

e "

Inserted atter, "Ihe andit's objectives were to determine ifs"

"o participants were heing trained

o] an agricultural information capability was being
established within the Minictry

o) the Ministry's rescarch capability was being
instituticnaliaod:”

Lines 13~14: ©please delete the phrase "the project ... scale
farmer." and insert, "the project achieved its main purpose of
improving and expanding the MOAC's research and extension

T

capacity:

Page 3

Line 5: After "... Nairobi, Kenya." please inser'., "An audit
survey was performed in September 1987 which led to an audit
being performed in November 1987." Delete the sentence "The
audit began ... November 1987."

Page >
Lines 1-3: Since the project purpose is incorrectly stated and
because the Mission did act on excess project funds, it is
recommended that the entire sentence, "The project ... project
funding." be deleted. Please replace with the following
sentence, "The Micsaon dird not deobligate what wos jdentified
as excess project fuoding "

Lines 15-16:  Pleane delete the plirase oo only o tew farmers
received the recearch itnformation.” and insert, "... it has not
been as successtal In improving its extension capacity.”

Line 17: Please delete the words "identify or" because the
gtatement ag wricten 19 incorrect.
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Page 7

Lines 3-5: Please delete the sentence, "The project's primary
... extension system." and insert "The project's purpose is to
improve and expand the MOAC's research and extension
capability."

Lines 7-8: #Please selete the phrase, "... only a few ...
rescarch 1nformation.” and insert the tollowing, "it has not
been as successful in lwproving 1ts extenslon capaclity.”

Lines 12-13: ©Please delete the phrase, "the project- s eventual
eee Jargely wasted." and insert the following, "the project's
investment may not be as effective as it otherwise would bel."

Page 8

Lines 13-14: It is snggested that the following phrase be
deleted, "(i1ii) extenling the research packages to the farmer,
since this activity 1Is not a statea output in the project's
logical framework. In its place, you may wish to insecrt logical
framowork output #13, " (iii1) Farm Jdemonstration and field

days."

Pages 9 and 14

Page 9, line 10: Insert "there were" between "audit," and
"wearknesses"
Page 9, lines 11-12: Please delete the phrase "resulted in ...

information,"

Page 9 Lines 8-22:

Page 10 Lines 1-3: The information contained in paragraphs two
and three on page 9 are inconsistent with information and data
available to the Misasion. Conscquently, plecagse insert the
following data after line 3 on page 1¥. "Just the same,
farmers are receiving agricultural extension information. MOAC
stati1stics estimate extension workers contact 8,500 favmers per
month. The MOAC's information section iag airing 1 1/4 hours
per week of agricultnral radio programs based on exteusion
materials proepared by project trained personnel. A
listenership survey showed 60 percent of the total population
has been vreached. In addition, newspapers reqgularly reprint

project extension publications.
Page 10

Lines 4-25: The following comments address the table and
related paragraphs.

We found the table very difficult to understand. HNeither the
Misalion nor MOAC personnel could ascertain the data source nor
what the percentages represented. However, 1i{ the percentages
represented average monthly contact between extension workers
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and farmers in his designated area, these percentages are high
even by U,S. standards. Additionally, as stated in the audit
report, "the foregoing attendance information may not be
precisely representative of the entire experience in Swaziland."
The audit states that it is "... the project's goal of annually
providing vrescarch and training intormation to 75 percent of

the farmers,” It should be noted that this 75 percent refers

to all methods of reaching farmers.

Due to our above observations, we suggest that the table and
related pavagraphs on page 10 be deleted in their entirety.

Line 15: Please add the following sentence after the last word

*rops."” "This problem resulted from the GOS' adoption of the
T&V system 1in nugn,t 1985 and is being addressed in the 87-88
Project Workplan."

Page 12

Lines 11-13: Dbue to the previously provided information
regarding the extent of farmer contact related to project
activities, please delete the sentence, "The project's ... in
extenszon. "

tisslon 15 unable to ascertain the basils for

Lines 21-27: 7The M

the comments provided in this paragraph.  We do measure
achievenient of project purpose as eoviaent in our comprehensive
PIRs. inoadidrtion, the 1987 external evaluation suggested
moving away from strictly guantitetive to gqualitative measures
oL project output achlevement. Uencejguently, pleasce delete
lines 21-27 in their entitety.

Page 13

Line 6: Please inscrt after the first word "approach" the
following, "(which the GOS 15 alrcady considering).®

Line 17-18;: Delete the word "will" on line 17 and delete line
18 1n 1ts entivety, and replace with the folloving, "... may
not be ag criecctive au 1t otherwioe would bel"

Lines 23-24: Since the project's parpose is to improve the
Ministry's institutionalized capacity, i1t 15 suagested that the
words, "of providing benetits to the facvmer,” be deletoed.

Page 14

Lines 3-5: As a consequence of a financial analysis in March
1987, the evaluation of March/April 1987, and subscquent
USAID/GOS discussions:; the Mission and GOS decided to extend
the project PACD for valid pregram reagons with existing

T
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ptoject funds. Consequently, we suggest deleting the sentence,
"Nevertheless, the Mission ... project end." because the
statement 18 incorrect,.

Lines 6-10: Pleasc delete in its entirety the following "This
occurred ... accrual estimates." and replace with the following,
"The Mission assessed the project and decided to reprogram
rather than deobligate unprogrammed funds. Project accruals
were difficult to estimate since AID/Washington did not forward
contract charges until six to eight months after processing
them, and the charges were for expenses incurred many months
prior to when the charges were processed."

Line 2i: Please insert at the end of the sentence after the
last word, "identifired.™ the following sentence, "At the time
this audit report was issued, Misslon Directive No. 302
(Project Implementation Reports), which closes this
recommendation, had been 1ssued.”

Page 15

Line l4: Please delete the words "i1dentified or," because the
statement as written is 1ncorrect.

Page 16

Linesa 1-12: Delete the flrst paragraph in its entirety and
substitute vhe following. "A June 1986 action memorandum
requested a one year project extension. The memorandum did not
mention the possibility of excess funds, since at that time the
Mission staff believed that all project funds would be expended
by the new PACD.  Since 12/86, the Mission held various internal
discussions regarding the existence of excess project funds.
This led to weilghing the alternatives of: de-ob/re-ob to a
newly proposed commercial agricultural project or extension of
the project to gtrengthen institution building and address
identified weaknesses, At the time of the audit, the Mission
wag well aware of the approximately $2.8 million of excess
funds in the project .

Lines 13-19 (second paragraph):  Please delete the (i1rst
gentence: 1t 13 purely conjectural. Please delete tne second
and third sentences based upon the following facts: The Deputy
Principal Secretary, Director ot Agriculture and Under Secretary
for Pevelopment asked for USAID's assistance with an in-depth
management. review and optiong for reorganization. An initial
eatimate of $250,800 for an appropriate 1QC firm was given. An
additional $400,000 was 1dentified to stimulate and support
greater coordination and cooperation between the national
agricultural systems and the International Agricultural Research
Centers. This activity was discussed with many GOS officials,
contractors and SADCC officiala. Thia activity relates to the
logical framework onutput § 12 and is consistent with the Africa
Bureau's Strategy for Strengthening National Agricultural
Regsearch Stations.
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Lines 20-24: Based upon the above information, we believe that
the paragraph should be deleted in its entirety.

Page 17

Lines 1-Z: The Mission objects to the sentence, "The excess
funds were not identified because the Mission did not require
assessments of the status of the project's funds." because it
is false.

Consequently, we request that it be deleted, and replaced with
the followinc, "Though the Mission's PIRs contain summary
financial data, it did not compare planned to actual
expenditures.” This point is the only one substantiated by the
auditors related to the PIRs.

Lines 5-7: ¥Please delete the following sentence, "Without
comparing ... Lhe excess." and replace with the following, "The
auditors' review showed that Mission management would have
benefitted from comparing actual with planned expenditures.
This is one of many available management tools in the project
review process. By not using this one tool (comparing actual
to planned cxpenditures), the Mission missed an opportunity to
be better able to identify excess funds."

Lines 8-11: Please delete the first sentence in its entirety,
"Another facigr ... accrual estimates.”" and replace with the
following, "Another factor contributing to the problem was that
the project's financial reports did not include atcurate
accrual estimates. This is a problem common to Misslons around

the world."™

Line 17-20: Plcase delete the sentence "Mission staff ...
months later.” and insert the following, "The Mission staff
partially overcame the accruals estimate problem by obtaining
tentative charges from the contractor prior to their official
receipt many months later. This information was first
requested by letter to the Home Office Coordinator in
September/0October 1986."

Page 18

Lines 3-6G: Delete the sentence "An assessment ...
ingignificant cests." and ingert the following, "The Mission
was awvare of this problem, but at the same time a decision was
made for valid program reasons to extend the project.”

Line I1: After the last word "basis." please add the following
sentence, "The Mission 1s 1n the process of restructuring
project targets and is reprogramming funds for maximum
achievement ot project outputs and utilization of government
funds."
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Page 19

Line 9: Please delete the words, "was evident" and replace
with "existed"

Line 10-11: Please delete the following words, "individual
items" and replace it with the words, "location of the portable

equipment.”

Line 12: Arter the last word, "list." please add the following
sentence, "However, no losses were i1dentified."

Line 19: Please insert after the last word, "and" the
following sentence, "PSU submitted to the contracting officer a
description of the property management system. The Contracting
Of ficer reviewed and approved it and PSU has already installed
the system in place. Consequently, the Mission considers this
recommendation closed.” '

Page 21

Line 16: Change "specific locations for the items." to read
"specific locations for portable equipment."

Page 22

Lines 5-6: Please delete the words, "was evident." and replace
with "existed."

Line 11: After the last word "list." please add this sentence,
"However, no losses were identified."”

Page 24

Lines 8-16: The Mission takes exception to the comments
contained in this paragraph., Consequently, it is requested
that after the last word "activities." on line 16, the
following information be added. “"The host government
counterpart has received 5-T training. With only two years
until eligibility for retirement, USAID determined 1t was not
justifiable to send him for degree training. There 138 no
question that the GOS will continue extension training. It 1is
a priority and there are qualified personnel (with degrees) who
can be promoted to replace the present counterpart upon his

retirciment.

End Formal Response.



Mission Director, USAID/Swaziland

AA/AFR
AFR/SA/ZS
AFR/CONT
AA/XA

XA/PR

LEG

GC

AA/M
M/FM/ASD
SAA/S&T (For AGR)
PPC/CDIFE
M/SER/MO

1G

DIG

IG/PPO
1G/LC
1G/ADM/C&R
AIG/1
RIG/1/N
I1G/PSA
RIG/A/C
RIG/A/D
RIG/A/M
RIG/A/S '
RIG/A/T
RIG/A/W
RFMC/Nairobi
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