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Project Authorization

Name of Country: LAC Regional
CA Regional

Name of Project: LAC Financial Management
Improvement

Numbers of Project: 598-0685 (LAC Regional)
597-0037 (CA Regional)

1. Pursuant to gection 103 of the Foreign Assistance Act of 1961,
as amended, I hereby authorize the LAC Financial Management
Improvement Project for the Latin America and the Caribbean region
involving planned obligations of not to exceed Four Million One
Hundred and Twenty-nine United States Dollars ($4,129,000) in
grant funds ("Grant") over a three and one-half
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availability of funds in accordance with the A.I.D. OYB/allotment
process, to help in financing the foreign exchange and local
currency costs for the project. The planned 1ife-of-project is 37
months from the date of initial obligaticn.

2. The project ("Project™) consists of assistance to countries in
the LAC and CA regions to assess the constraints to improving
financial management, identify solutions and implement
sub-activities in Latin America.

3. The Project Agreement(s), which may be negotiated ana executed
by the office to whom such authority is delegated in accordance
with A.I.D. Regulations.and Delegations of Authority, shall be
subject to the following essential terms and conditions as A.I.D.

may deem wppropriate.
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(Grant)
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Section 5D10 (c), I hereby approve a source, origin ana
nationality blanket waiver from A.I.D. Geographic Coae 000 to the
countries included in A.I.D. geographic Code 941 to permit the
procurement of commoaities and services up to $4,129,000.
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AGENCY FOR INTERNATIONAL DEVELOPMENT
WASHINGTON D C 20523

AUG 1 0 1988

ACTION MEMORANDUM FOKR THE ASSISTANT ADMINISTRATOR (LAC)
e
FROM: LAC/DR, Terrence J. Brown’

SUBJECT: LAC Regional Financial Management Improvement Project
(598-0658/597-0037)

Action Requested: Your approval is required to authorize a
grant of $4,129,000 in development assistance funds from the
Education and Human Resources appropriation account for the LAC
Regional Financial Management Improvement Project.

Discussion: The project's purpose is to improve financial
management in Latin America and the Caribbean. This project
will be carried out on two concurrent tracks. The first
consists of country-specific and regional sub-activities. The
second will be the development of a longer-term strategy and
action agenda for systematically improving financial management

in the region. The project will achieve the following major
outputs:

- Country specific sub-activities: Three to five
activities, to test the effectiveness of vaiious modes
of ascistance designed anag implemented ($1,349,000).

- Regional sub-Activities to increase awdreness and
capabilities of public sector financial managers: three
symposiums, three functioning task forces, and nine
training sessions ($1,302,000).

- Strategy Development: Ongoing baseline data collection
in five countries; five country assecsments carried out
and results being used by host-countries evaluations of
recent or ongoing financial management activities
carried out in ten countries; LAC strategy for improving
financial management 1s approved, ana funding 1is
provided to implement it; and ten potential activities
for financing by HCe (using host-country-owned local
currency or other resources) ané donors have been
identified ($1,479,000).

The project takes the position that a strategy can be developead
for a given country based on analysis and implementation of
smaller activities which will have a continual incremental
benefit to improving overall financial management in the
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country. Such an overall strategy must be based on (1) an
assessment of the state of financial management in the country
(including level of commitment to improving financial
management), (2) an assessment of constraints to improving
financial management, and (3) a knowledge of what types of
activities or approaches have had, or are likely to have the
best resuits in achieving lasting improvements in financial
management systems.

The project will take advantage of the increasing importance
being placed on improving financial management by A.I.D., other
donors, HC's, and, in particular, the LAC Bureau. The project
will proceed to fund targets of opportunity created by
reactions to this regional project, and the general increased
importance attached to financial management. The difference
between the proposed and prior ad hnc interventions is that the
proposeG activities will be closely ronitored with a view
toward testing and modifying approaches directed toward
long-term financial management improvements. Modifications
will be made based upon information from assessment and
evaluation activities gathered and analyzed during the life of
the project.

Waiver: The Pro’ect Authorization includes a source, origin
and nationality waiver to permit the procurement of commodities
and services from A.I.D. Geographic Code 941 countries.

A.I.D. policy as stated in Handbook I, Supplement B is that the
United States (Geographic Code 000) be the authorized source
for grant projects except those to tne relatively least
developed countries (RLDCs). Section 5B4 and 5D10 of Chapter 5
authorize waivers of source, origin and nationality, to allow
procurement from Code 941 countries (the United Statec and
Certain Less Developed Countries) under certain prescribed
circumstances.

The project design provides for a central contractor to
implement activities under the strategy development component
and the regional sub-activities. Implementation of
country-specific activities are not the direct responsibility
of the contractor and will be obligated separately. This
design anticipates that much of the work can and should be done
utilizing local professionals and has incorporated the
involvement of local professionals in almost every element of
the project. This is because local firms know the in-country
work environment and can readily provide many of the requisite
skills. It is anticipated that the central contractor will
draw on these skills to carry out many of its activities.
These same skills will be essential to the successful
implementation of the specific country activities as well.



The involvement of local professional firms is also important
because the project will not only be developing professionally
sound long-range strategies and methodologies, but also will
have to create or strengthen the stature of the financial
management profession in the countries of the region.

Authority: HB 1, Supp B, Section 5D10 (a)(l)(d) provides
that the nationality of privately owned commercial suppliers
may be waived if procurement of locally available services
would best promote the objectives of the foreign assistance
program. Section 5B4 (a)(6) provides the same criteria for
local procurement of commodities.

HB 1, Supp B, Section 5B4 (c)(1) and Section 5010 (c) provide
you the authority to issue a blanket waiver of source, origin
and nationality to apply to an entire project if the total
value of the procurements affected by the waiver is estimated
not to exceed $5.0 million. The total value of procurements
under this project will not be greater than $4.129 million.
Therefore, you have the authority to issue this waiver given
that the use of local professional {irms are intrinsic to the
project and critical to its success.

The LAC Development Assistance Executive Committee (DAEC)
reviewed and approved the project on June 17, 1988. The
following is a summary of the DAEC's decisions.

-- Project Management: A.I.D./W project management
responsibilities Wwill reside with the LAC/Controller's office.
Project backstopping will be provided by the LAC Office of
Development Rescurces. After considerable discussion on the
sub-activity approval process, it was decided that all proposed
sub-activities will bhe reviewcda by the Project Committee. An
Action Memorandum will be prepared and cleared by the relevant
LAC Bureau offices, ana the Director of the Office of
Development Resources Or his designee will have approval

authority for each sub-activity.

.= Contracting: In conformity with Agency policy, it was
determined tnat the TA work should be provided by an 8(a) firm
with the provision that sub-contracting with larger firms with
established international networks is to be encouraged. The
contract will specify, in detail, the adminisfrative authority
of each party under the contract.

-- Coordination: The project design incorporated the
recommendations of LAC Missions to ensure there would be no
duplication of efforts between this project and financial
management improvement components of bilateral projects.




-- Project Phasing: Subsequent to the project's design
and DAEC approval, you expressed concern that the project
should focus adequately on activities which would assure
credibility of protection of funds, and that there be strong
emphasis on actions which would be of direct benefit to the
countries involved.

The project will be implemented in two phases. Phase I will
include country and regional sub-activities of a short-term
nature which will provide concrete and direct assistance for
improving financial management. A major criterion for
selection of these sub-activities will be the expected impact
upon improving funds control. This initial phase will also
include an evaluation of "lessons learned” from this or other
projects. At the end of this phase, which is expected to
require some 24 months of implementation, A.I.D. and the
participating missions will decide on continuation of the
project and the appropriate balance between follow=-on direct
impact projects and strategy development, which would be
undertaken in Phase II. Total estimated financing for Phase I
would be $2,805,000. Of this amount, fully 82 percent would be
devoted to sub-activities and the contracted assistance
necessary to support their implementation (the technical
assistance contract would be limited to approximately

$1,408,000 for thus phase).

The Statement of Work which will be provided to prospective
contractors has been revised to reflect the aforementioned

phasing.

Notification of Congress: A Congressional Notification for the
project went forward on July 13, 1988 and expired on July 27,
1988.

Recommendation: That you approve the project by signing the
attachea Project Data Sheet and the Project Authorization which
includes a source, origin and nationality waiver from A.I.D.
geographic code 000 to code 941.

Attachments:
1. Project Authorization
2. Project Data Sheet
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I. Summary and Recommendations

The lack of public sector financial management capabilities in
Latin America and the Caribbean (LAC) causes poor
accountability of scarce resources and can lead to
misallocation or diversion ot these resources. Some
host-country public officials have neither the qualifications
nor the training to act as professional managers. Regional and
local organizations of auditors and other financial management
professionals are weak and ineffectual. There is currently no
systematic body of knowledge tor overcoming the obstacles to
effective financial management in the LAC region. Moreover,
the present pool of information about financial management 1is
not based on rigorously researched data but impressions and
problem specific experiences.

A.I.D. and other development agencies have recognized weak
financial management systems as a constraint to effective and
efficient utilization of resources and have, to varying
degrees, instituted projects or programs to address the
problem. However, these activities have not been based on a
long-term and systematic approach towards resolving the
problem, but rather have tended to insure proper accountability
of donor funds within specific projects or activities. This
project, in addition to significant direct activities aimed at
immediate improvement in financial management of selected
countries, will develop and test such an approach, which can
then be used by A.I.D., host-countries (4HCs), and other donors
in follow-on activities.

The primary concern or reason to address HC financial
management problems is the effective and efficient utilization
of scarce financial resources. Improved financial management
will, of course, allow HCs to more efficiently and effectively
utilize their scarce resources and the resources of donors in
carrying out developmental programs. In addition, over the
long-term, the HC will be able to carry out all its programs
ard operations more efficiently.

This project paper proposes a three year $4.129 million grant
project to be funded from t!e LAC and CA Regional Education and
Human Resources (wHR) account. It's goal 1s to increase the
ability of Latin American governments to more 2fficiently
utilize and evaluate their scarce monetary resources. The
purpose of this project is to improve financial management in
Latin America and the Caribbean. The project supports the
implementation ot: (l) country specific and regional
sub-project activities and (2) activities required to develop a
long-term LAC strategy for addressing the problem of the lack
of public sector financial management capabilities. Of the



total project costs it is expected that approximately
$2,878,000 will be obligated via a centrally managed core
contract. The rest of the funds will be obligated separately
either for country specific activities ($889,000), evaluation
and auditing ($200,000), or contingency ($161,265). The LAC
Rureau has authorized and obligated an additional $495,000 with
tne Government of Honduras to implement a quick starting and
discrete pilot activity to improve the capacity of the Supreme
Audit Institution of that country.

Recommendation:

The Project Development Committee has reviewed the following
project paper (PP) and finds it to be technically, financially,
administratively, and economically sound. The Project
Development Committee recommends that this regional project be
approved and authorized by the Assistant Administrator (LAC).

II. Background

A. Overview of LAC Financial management

The lack of public sector financial management capabilities in
Latin America and the Caribbean (LAC) causes poor
accountability of scarce resources and leads to uninformed
policy choices by LAC government leaders. Within the LAC
region, present public sector financial management practices
offer little reward for superlative performance, and fail to
provide adequate levels of accountability for management of
public funds. Some officials charged with fiscal
administration have neither the qualifications nor the training
to act as professional managers. Regional and local
organizations of auditors and other financial management
professionals, which could be instrumental in identifying and
resolving commnon problems, often do not have the resources, the
mandate nor the will to enhance the status of the profession
across national boundaries. There is currently no body of
rnowledge which has been developed into a coherent and
systematic technique ftor overcoming the obstacles to effective
financial management in the LAC region. Moreover, the present
pool of information about financial management is not based on
rigorously researched data but impiessions and problem specific
experiences, therefor2 undermining the importdnce ot government
financial accountability.

Continuing constraints to adequate financial management 1in
developing countries which are addressed in this project
include:
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unreliable, incomplete and outdated financial information;

a lack of generally accepted accounting principles within
the public sector;

low professional status for financial managers.

This short list indicates that serious deficiencies exist. An
additional constraint, that of Jow salary levels and patronage
in the public sector, cuts across many sectors, including
financial management. This is not a constraint which this
project alone can resolve.

B. Conceptual Framework

As noted above, overall weaknesses in Host Country (HC)
financial management are acknowledged as being prevalent
throughout the devzloping world. This project's analytical
base is not premised on new original research to redetermine
the validity of the premise that developing countries financial
management systems are generally weak. There appears to be
little need to perform such research, or to duplicate that
which has already been done in identifying the problem. A.I.D.
and other development agencies such as IMF, IBRD, CIDA, etc.
have recognized this constraint to effective and efficient
utilization of resources and have, to varying degrees,
instituted projects or programs to address the problem. What
has been lacking has been any attempt to address the problems
of HC financial management by accepting the long-term, upwards
of ten years, nature of the solution and approaching it through
systematic problem identification and analysis and developing a
rational long-term methodology or strateqgy. This project will
develop and test such an approach which can then be used by
A.I.D., HCs, and other donors and will carry out significant
direct activities aimed at immediate improvement in financial
management of selected countries.

The Technical Analysis in Annex | reviews in detail the
findings of (A) the General Accounting Office (GAO) reports,
(B) A.I.D. Inspector General (IG) audit reports, (C) a report
on Improving Host Country Financial Management prepared by
Price Waterhouse (PW), and (D) responses tfrom A.[.D. field
Missions to the concept paper and PID for this project. A
short summary of some major conclusions follows.

1. GAO Findings

The 1984 GAO Report, "Financial Management Problems in
Developing Countries Reduce the Impact of Assistance" cites
World Bank reports which indicate the inability of HCs to
establish and maintain accounting records in e~~ordance with



sound accounting principles, and that financial control and
reporting of financial information 1is insufficient for sound
financial management and execution or development of HC
policies and strategies. Of particular note is the GAO
Report's finding that A.I.D. has not established a systematic
long-term approach to improving financial management
capabilities. It states that A.I.D.'s approach has either been
to include financial management as part of on overall public
administration or institution building activity, or to include
financial management activities as a limited compornent of
reqular development proiects. Neither anproach adequately
addresses the broader country wide issue.

The GAO recommended that A.T.D. establish a long-term program
for financial management assistance. As part of that
recommendation the report suggestod that the program should

"pegin with a complete documentation of financial
management training and technical assistance provided by
A.I.D. and other donors and the icdentification of
developing countries not yet receiving adequate
assistance .

This project will address, for the LAC Bureau, the
recommendation for a careful systematic approach to assessing
needs and constraints, identifying a long-term strategy for
improving financial management, and establishing a limited data
base toc be used for evaluative purposes. At the same time the
project will expand direct interventions in response to
specific mission or country interest. Such direct
interventions, while sometimes targeted at a particular
problem, will be designed to have the greatest effect on
overall HC financial management.

2. A.I.D. Inspector General Reports

A.I.D. Inspector General Audit reports have also consistently
identified weaknesses in financial management of HC
implementing organizations. The following table summarizes the
Inspector General's December 31, 1987 world-wide Deficiency
Tracking Report, which identifies those deficiencies directly
related to HC financial! management which were included only in
reports issued in 1987.
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Deficiency Frequency
Accounting and Controls Inadequate 3
Accounting for Funds Inadequate 3
Accounting for Vehicles and/or Commodities

Lacks Adequate Controls 1
Audit Provisions Nolt Implemented 1
Evaluation of Projects Not Being Made 1
Financial Contcributions and/or Support

Not Being Fulfilled 2
Interest Income Not Reported to A.I.D. 1
Policies and Procedures Need Improvement or

Not Implemented as Required 2

14

IG audit reports for the most part are directed at .he project
or program level. Thus, most of the deficiencies identified in
their reporting system will reflect situations in project
implementing organizations as they relate to A.I.D. projects.
They may or may not indicate across the board deficiencies
throughout the organization or HC systems. However, based on
GAO reports and other findings, deficiencies most likely are
endemic to the country financial management system as a whole.

As indicated in the GAO reports mentioned above, most of
A.I.D.'s activities in trying to improve financial management
have been done as part of cther reqular development projects.
Such activities are frequently generated as a result of
institutional or administrative reviews of the implementing
organization at the time of project design which have
identified weakness in the financial management systems. From
continuing recurrence of financial management deficiencies
identified by the IG, mostly in project related audits, one can
infer that such attempts to improve financial management in
this manner have been only partially successful, even at the
project levei. It follows, therefore, that it would be rare
that such activities would have any long-term replication or
spread effect within the HC as a whole.

This project will identify the most sueccessful direct
activities and provide guidance as to how such interventions
can best be designed to improve replicability and
sustainability.

3. Price Waterhouse Report

In 1987 A.1.D. commissioned Price Waterhouse to carry out a
global study and prepare a "Report on Improving Host Country
Financial Management". The report confirmed the findings and
general recommendations of the CMO reports, A.I.D./IG reports,
evaluations, and discussions with other donors. Many of the
recommendations are directed at Agency level actions necessary



to raise the issue and importance of improving HC financial
management to a higher level both operationally and
structurally within the Agency. The report falls short in
developing a strategy to be followed by A.I.D. for improving HC
financial management. The lack of adequate data in A.I.D. on
the subject of HC financial managerent precluded the
development of such a strategy. The report does lay out a
two-phasc approach to developing a strategy.

Recommendations which are pertinent to this project are:

Phase A. "A.I.D. needs a short preparatory period, not
to exceed one year, for collecting and analyzing relevant
data, assessing needs and initiating the policy/program
adjustments essential to plan and implement an Agency
strategy and action plan for improving LDC financial
management...."

Phase B. This phase would encompass the preparation of
the Long-Term Strategy and Action Plan ancd would include
further organizational changes, training, and expanding
multilateral cooperation in carrying out programs of
improving LDC financial management.

While the one year time frame for carrying out Phase A, some of
the organizational changes, and some of the alternative
development strategies proposed in the report, are unrealistic,
the basic concept of the necessity for test activities, needs
assessments, and data collection is valid and forms the nucleus
of this project.

4. LAC Mission Responses to Project Concept Paper and
PID

As part of the project design process all LAC Missions were
provided with the project Concept Paper and the approved PiD.
Summaries of the responses to both documents are contained in
Attachments D and E.

Responses have been analyzed and incorporated into the
preparation of Project Paper where appropriate. While
responses vary in areas of need or concentration, they support
the conclusions reflected in other documents that host-country
financ:al management capabilities are in general, weak and need
to be improved. Ten of twelve respondents stated they were

interested in participating, only one said "no." All eieven of
the missions answering to the question of HC possible interest,
responded positively. 't appears that interest in improving

financial management is receiving more attention and acceptance
from both donors and HCs as well.



This survey of A.I.D. missions in Latin America identified a
need for host government technical assistance in auditing,
revenue control, data-base management and internal control
systems. Missions also reported that technical assistance was
needed in designing and implemented integrated financial
management systems for treasury accounting, budget control and
auditing. A number of responses called attention to the
constant turnover of personnel, the general inexperience of
most staff and the lack of consistent standards for financial
management personnel to follow.

A common denominator in the responses to this survey was the
need for the improvement of financial management systems and
practices. A.I.D. missions were in general agreement that
there is a need to carry out country assessments in order to
acquire systematic information which could be used as baseline
data to determine priority interventions and against which to
judge the impact of reforms. Specifically, missions were
interested in reforms which would focus on structural,
technical and personnel requirements and which could be used to
generate demand for, recognition of, and acceptance of
financial management reforms.

C. Rationale

Both the GAO report and the PW report cited above indicate that
the primary concern or reason to address HC financial
management problems is so that scarce development resources
will be effectively and efficiently utilized. However, the
problem is broader than development resources. Improved
financial management will, of course, allow HCs to more
~efficiently and effectively utilize scarce public sector
resources and the resources of donors in carrying out
developmental programs. In addition, over the iong-term, the
HC will be able to carry out all its programs and operations
more efficiently. Thus, while intermediate direct
benefi-iaries will be the HC staff and managers who will be
better trained, better equipped, and able to perform their
responsibilities in a more professional and informed manner,
the long-term beneficiaries will be the people of the country
through improved delivery of goods and services at lower cost
and either reduced total tax burden, or increased level of
benefits for their tax dollars.

The private sector will also be affected. Improved efficiency
in government operations will increase confidence of the
private sector in the appropriateness and rationality of
government policies and programs. Improved tax administration
and demand for accurate financial reporting from the private
sector will both increase revenue and improve statistical
information on which the government must base policies. In



addition, in areas where the private sector is basiry decisions
on inaccurate or inadequate financial or economic information,

overall improvements in operational efficiencies may result as

a consequence of general improvement in the level of financial

management in the country.

Not all of these results will occur in any given country. 1In
addition, the extent of benefits will vary considerably. Major
changes will only be realized over the very long-term, ten to
twenty years. However, a carefully designed and implemented
strategy will yield immediate short-term results which
reasonably can be expected to generate its own -demand for
continued improvement in financial management.

Another important reason for improving HC financial management
is A.I.D.'s desire and requirements for improved accountability
over U.S. Government funds and HC owned counterpart local
currencies over which A.I.D. has joint programming
responsibility. A.I.D.'s accountability, as a result of
decreasing staff and budget, has become more and more
inextricably linked and directly dependent upon the financial
management and accountability capabilities of the implementing
HC. As A.I.D. staffing has decreased, the ability to monitor
in detail the expenditure of A.I.D. resources by HC
implementing organizations has suffered.

The solution has been the increased use of specific financial
management elements included in projects as a response to weak
financial management in the HC implementing organization.
Alternatively A.I.D. has used the services of local
professional accounting firms to either provide the needed
oversight and reporting or to assist the organization in
improving its financial management systems. A.I.D.'s payment
verification policy, which is designed to periodically review
and approve implementing organization's financial management
systems and procedures, is a useful tool in identifying
weaknesses and applying solutions as mentioned above. However,
none of the above solutions address the long-term problem of HC
financial management. A systematic long-term approach to
improving HC financial management appears to be the only real
solution.

III. " Project Description

A. Logical Framework Narrative

The goal of this project is to increase the ability of Latin
American governments to more efficiently utilize and evaluate
their scarce monetary resources.

The purpose is to improve financial management in Latin America



and the Caribbean. Achievement of the project purpose at the
end of the project will be indicated by:

Use of the financial management assessment reports
by key government ministries to develop projects to
strengthen financial management institutions and
systems, through training and other means.

Increased financial commitments by governments in
the region to improving financial management systems
and practices and to the training of financial
managers, auditors and accountants.

Improved accuracy and timeliness in financial
reporting.

The project will support activities to achieve the following
major outputs:

Country specific sub-activities: Three activities,
to test the effectiveness of various interventions
designed and implemented.

Regional Sub-Activities to increase awareness and
capabilities of public sector financial managers:
three symposiums, three functioning task forces, and
nine training sessions.

Strategy Development: Ongoing baseline data
collection in five countries; five-country
assessments carried out and results being used by
host-countries evaluations of recent or ongoing
financial management activities carried out in ten
countries; LAC strategy for improving financial
management is approved, and funding is provided to
implement it; and ten potential activities for
financing by HCs and donors have been identified.

The magnitude of the problem necessitates questioning whether
this or any other single project can resolve it. This project
does not purport to solve the problem in even one country.
Instead, the project takes the position that a long-range
strategy can be developed based on the use of smaller
activities which will result in an incremental benefit. 1In

it is expected that this project will be a catalyst for
a number of follow-on bilateral and regional activities.

short,

B.

Project Components

This project will be carried out on two concurrent tracks. The
first consists of country-specific and regional
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sub-activities. The second will be the development of a
long-term strategy for systematically improving financial
management. A central contractor will implement activities
under the strategy development component and the regional
sub-activities. Implementation of country-specific activities
are not the direct responsibility of the contractor and will be
obligated separately.

1. Implementation of Sub-Activities

a. Country Specific Sub-activities

The project will encourage country specific activities which
address a particular aspect of improving financial management
in a country. Financing is provided under this project to
implement three such discrete activities outside of the core
contract. Its is expected that ten additional potential
activities will be identified for HC and donor consideration.
Since commitment of HC officials is perhaps the most critical
element of any strategy, targets of opportunity should be
capitalized on even before a long-term strategy has been
developed.

Activities funded under this project will be closely monitored
by project staff and will bhe considered pilot projects, used to
test the effectiveness of different interventions in the
long-term approach to improving financial management.

Obviously the short-term nature of this project will inhibit
the evaluation aspect.

In response to both the Concept Paper for this project and the
PID, Missions submitted expressions of interest in both
participating in the project and in having specific activities
included under the project. Possible project activities have
been identified in Honduras, Costa Rica, Jamaica, Dominican
Republic, and Colombia. A discussion of these can be found in
the Technical Annex. All sub-activities cf this nature will
have to be documented and reviewed by the project committee
before being approved for implementation.

Two specific countries have been identified in which to
initiate sub-project activities. These are Costa Rica and
Colombia. This is in addition to the Honduras activity which
is already moving ahead on its own. The selection of these two
countries is based on Mission responses to the PID for this
project. The responses from both countries indicate interest
by the HC and the Mission in participating in the project and
having specific activities started in their country.

The Controller General of the Government of Costa Rica (GOCR)

has proposed a broad based project to establish specialized
units in his office operations for:

\‘b



- EDP auditing

Public sector financial management training school

Public works auditing

1

operational audits, including program results, and
economy and efficiency auditing

The Costa Rica Mission has proposed that the last item be
considered for inclusion in this project since it also includes
a diagnosis and study phase leading to recommendations for the
financial management training school. The proposal includes
requirements for TA, training, and a small amount of

equipment. The total budget is estimated to be $508,000 with
one third being covered by the GOCR in local currency, leaving
approximately $338,000 for funding out of the project.

In Colombia, the Mission, and the Government of Colombia (GOC)
have requested a country assessment. Implementation of
recommendations from the assessment will be funded and carried
out by the GOC. It is anticipated that some short-term TA from
the principal contractor will be provided to the GOC in design
of follow on activities. Funding for such TA has been included
in the budget.

Other country specifilc activities will be identified and
designed as part of the scope of work for the principal
contractor. Funding to implement those activities 1s not
included 1n the contract and will be obligated separately.
Implement ativn will depend on selected contracting modes and

the wishes of the particular Mission.
Criteria for selection of sub-activities will irclude:

- impact on assuring control of use-of-funds,

- expressed HC interest and commitment,

- level of HC financial paiticipatior,

- the likely benefit or the activity to developing
methodologies and long-term strategies, ("lessons
learncd®” potential),

- possibility of replicability within HC, and

_ relatinnship to other financial management activities
ongoing 1n country.

The Dominican Republic had proposed an ackivity to assist a
gmall unit or the government develop financial management
procedures tor the monitoring of local currency uses. Total
estimated cost of the activity is $100 thousand. This type of
activity is not considered appropriate for funding under th.s
project, given the above criteria. The principal reasons are
fhat it is a relatively small and unique activity focused on an
operation which 13 somewhat outside the mainstream of
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government operations. It does not, therefore, appear to
present an opportunity to test the eftectiveness of
interventions in relation to overall government financial
management.

b. Regional

All regional sub-project activities will be designed and
carried out by the principal contractor. In addition to U.S.
staff, the contractor will utilize local professional staff to
the extent possible. Selection of the contractor will take
into consideration the ability to identify and link up with
qualified local professional firms. A description of these
activities follows and is included in more detail in the
Technical Analysis (Annex A.l). These activities include:

- Regional symposium

- Fifteen sub-regional seminars for three financial
management task forces

- Regional seminars/training for senior level HC personnel

- TA to missions and HCs to design, evaluate, or redesign
country specific financial management improvement
projects which are not part of this project

(1) Symposiums

Three symposiums are planned as an initial action under the
project. These symposiums would be held for each sub-region
(i.e., Cuntral America, South America, and the Caribbean) and
would include approximately twenty five participants, five
representatives from each LAC region country from government
entities such as finance, planning, budget, controller and/or
audit, and possibly a line ministry. Each symposium would be
for two days and the purposes would be to:

-~ generate increased interest in improving HC financial
management,

- outlire the purposes of this project and how each
country can benefit or participate,

- identify task force members (discussed below) for each
country (confirmation most likely would have to be
received later), and

- gain any insights trom HC senior personnel tegarding
the improvement of HC financial management.

k=
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(2) Sub-regional Financial Management Task Forces

The project proposes to establish three sub-regional task
forces. Five meetings of two days each for each sub-region are
planned. Each country in the group would have two or three
members in the task force. Since this is a regional project,
it presents an opportunity for increasing the cross
fertilization of financial management ideas between countries.
Also, since not all countries will participate to the same
degree in project activities, it provides an interactive
dissemination mechanism for project progress and results. The
purposes of such a group would be to:

- keep the subject of financial management improvement in
the forefront with senior HC officials,

- provide an opportunity to exchange ideas on financial
management,

- provide HC officials with a continual update of the
findings, results, and progress being made under the

project,

- provide an informal mechanism for discussion of
financial management practices and standards in each
sub-region.

- provide the contractor an opportunity to further test
ideas and approaches in a non-country specific
environment.

(3) Regional Seminars/Training of Senior Level
HC Personnel

Since success of any attempts to improve HC financial
management will ultimately depend on the ability of senior
level managers to utilize sound financial management
information, training of senior level officers is provided
for. Courses will be held on a sub-regional basis for
approximately 25 participants. Courses will be for three days
at a time and approximately nine will be held during the life
of the project.

Courses will cover topics in etffectiveness and efficiency
auditing, developing accounting and auditing standards,
financial analysis techniques, utilization of financial
information in decision making, methods of monitoring and
controlling sctivity costs, budgeting, financial reporting,
etc. General management courses and personnel administration
would also be appropriate areas as they relate to financial
administration and the development and maintenance of career
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financial staff. Topics are illustrative and may vary with the
region. It is also anticipated that the focus will shift later
in the project as information flows in from the assessments and
evaluations.

The principal contractor should conduct the ~ourses 1in
principally an interactive mode, with lectures kept to the
minimum. The contractor should have the capability and
experience to utilize relevant actual experiences from the
region and/or other developing countries. The use of
artificial case studies can be useful but should not be the
principal teaching tool. The contractor in its proposal will
be asked to suggest a specific approach, and the responses will
be evaluated partially on this area.

(4) Technical Assistance to Missions and Host
Countries

Both full time and short-term consultants under this project
will assist missions or HCs in designing up to four financial
management activities. This assistance will be provided under
the central contract and will consist of up to twenty three and
a half person months of U.S. technical assistance, from either
short-term intermittent staff or utilizing full time project
staff, and up to twelve and a half person months of local
professional services. Some of these activities may be
encompassed within this project. Others will be mission and
country responses to increased emphasis on improving HC
financial management. The benefits gained by involving the
technical advisors under this project will be:

— increased emphasis on sustainability even in activities
which are elements of traditionally focused projects,

- establishment of regionally consistent baseline
information to measure progress,

- inclusion of such activities in the overall assessment
of lessons learned for developing effective long-term
strategy methodologies,

- continuity and consistency of application of approaches
to improving HC financial management, and

- putting into action the Assistant Administrator's

recent request to focus on improving financial management
and audit.

2. Development of a Long-Term Strategy and Identification of

Specific Interventions
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All activities under this heading, as described in the
Technical Analysis, are also to be carried out by the principal
contractor using the resources of local professional firms to
supplement off-shore technical assistance. These activities
will include:

- development of baseline data on the status of financial
management 1n ten selected countries and the development
of a methodology for periodic updating of the information.

~ performance of 4-5 country assessments to determine the
constraints to improving financial management.

- identification and evaluation of recent and ongoing
financial management activities so as to determine their
success in achieving long-term broad based benefits in HC
financial management improvement.

- development of long-term strategies for HCs assessed
and for the LAC Bureau, directed at improving HC
financial management capabilities.

_ identification and design of specific activities to be
funded by donors or HCs outside of this project, either
country specific or regional in nature.

The contractor will carry out his responsibilities using full
time contractor staff, intermittent short-term advisors, and
the services of staff from local professional firms. The local

firms will be used principally in four areas:

- Collection of baseline information, field work will be
done almost completely by local professionals.

- participation in country assessments, approximately 75
percent of staff requirements will be from local
professionals

-~ Short-term TA in design of follow on activities and
assistance to missions or HCs in evaluating existing
financial management activities

- Short-term sub-regional training courses for senior
officials

The development of a long-term strategy will be an evolving
process throughout the project. The strategy developed will
not be a specific step by step procedure to be applied
indiscriminately to every country. Rather the long-term
strategy will be two things, a nethodology which can be applied
to any given country to arrive at a systematic long-range plan
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for improving financial management, and also a long range
strategy to be used by che T.AC Bureau to systematically and
rationally approach the problems of improving HC financial
management. The latter will also include the identification of
specific suggestions for immediate activities of either a
regional, sub-regional, or country specific nature. The steps
involved are discussed in the following sections.

Actual country selection for either base line data collection
or country specific assessments and strategy will take into
consideration the following factors which are listed in
relative level of importance:

- Host-country interest and apparent commitment to carry
out whatever recommendations are forthcoming over both
the long- and short-term.

- At least one assessment should be done for each of the

three different types of financial management government

structures in the region. Baseline countries should also
represent a cross section.

- There are no other major financial management
interventions taking place in a country selected for an
assessment. For example, since experts tend to disagree,
it would probably be counter productive to do an
assessment in Jamaica where they are already embarked on
a major program. However, Jamaica would be a good
candidate for baseline collection because results of
current interventions could be measured in a relatively
short time.

- Because of the potential imJortance local currency
programming can play in insti:uting financial management
activities, at leasc two of the assessment countries
should have local currency generations available.

- Relative political stability so that there is an
expectation that commitments made now will be long
lagting.

Based on a review of these factors in relation to the
countries, and the responses received from the Missions,
Colombia, Costa Rica, and Dominican Republic have been selected
for country assessments. The project officer, and the project
committee will approve final selection of other countries.

a. Base Line Data Collection and Methodology

The development of a methodology or system for collection of
baseline data will be the task of the professional staff of the
consultant to both develop a methodology for collection of data
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and analyzing and evaluating the data. The project will
finance the collection of baseline data collection in ten

countries. Baseline assessments will be made in all of the
countries (four or five) in which a needs/constraints
assessment will be made. [In addition, it 1s estimated that

five other baseline collections will be carried out by the
contractor. Countries will be selected by the contractor and

approved by A.I.D.

Indicators may include but not be limited to:

- Availability of statistical data base for performance
analysis.

- Capacity for evaluation and research for performance
analysis.

t

Principal basis for internal financial management.

Adequacy of management information systems.

Timeliness of monthly and quarterly reports.
Numbers and qualifications of financial staff.

!

b.  Country Assessments
Specific country assessments will be carried out in four or
five countries using local professionals as appropriate for
most of the work. Preliminary indications are that the
following countries will be included: Colombia; Costa Rica;
Dominican Republic; and Bolivia. Final selection of countries
will be made by the A.I.D. project officer and the contractor
in consultation with the relevant countries and the project
committee. The carrying out of the country assessment will
serve to:

- identify specific constraints to improving financial
management, including general management or personnel
constraints affecting financial management,

- establish a long-term country specific strategy for
addressing the constraints,

- identify possible immediate activities which can be
carried out by the HC or donors, and

- provide a means of testing and refining the assessment
methodology developed and used by the contractor.

Training at various levels, accounting principals and
standards, cultural and political tactors, accounting and
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budgeting systems, automation, human resource development, role
of audit, and legal constraints are just a few of the arcas
which will be looked at during the assessment.

The exact technique to be utilized by the contractor is not
predetermln d. The RFP for sclection of the contractor will
require the respondent to outline an approach to both country
assessments and baseline data collection. This requirecment
will provide the selection committee with a basis for
determining the respondent's professional understarding of the
problems and issues to be encountered in a project as critical
to long-term development as this.

C. Evaluation of Recent and Ongoing. Financial

Manigemeﬂ}_AQLLViEL_“

An observation made in both the GAO and PW reports is the lack
of an informational data base of activities directed at
improving financial management, either directly or as part of
another project. The issue is one of lessons learned. As part
of the development of long—tanqo strategies, either country
specific or for the LAC region, there is a need to evaluate
what has been done and what will or won't work.

Due to financial and time constraints, the project will take a
limited look at projects in the ten countries where baseline
information will be collected, as opposed to covering the
entire region. However, such limited coverage should provide
sufficient information on which to make informed judgments.

Procedurally, the contractor will obtain information on the
nature of inputs, expected outputs, purposes, etc., of all
dollar and local currency projects within a country which are
either ongoing or have terminated in the last three years.
Project documentation and evalualions will be reviewed to
determine the extent of emphasis placed on replicability and
sustainability of efforts Lo lwmprove {inancial manag(man. The
focus of attention should be on what effect the project is
having or has had at the macro level of financial management .

A project which successfully trains statt, installs aqcecounting
controls and systoems, and successfully attains the vobjective of
accounting for sn Lammunization project's ftunds may or may not
have any long-terin financial management benetits.

From this exercise,which is a cont.nuing one, will come
information which can be used to develop or modify long-term
country or LAC Bureau strdlbeglies
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d. Development of Long-term LAC Bureau Strategy

As soon as initial country assessments, baseline data
collection, and initial evaluation of other activities has been
completed, the contractor will develop for the LAC Bureau a
Long-term Strategy for improving HC financial management. This
strategy will remain flexible through the life of this

project. Modifications will be made as more data and
experience are gained. At the end of the project, a final
recommended long-term strategy will be prepared for the LAC
Bureau which can be used to identify and rank LAC Bureau
financial management activities which can fit into the Bureau's
Management By Objective (MBO) System. It is expected that this
strategy would yield bilateral as well as regional activities.

The strategy should include as a minimum
- suggestions for interaction with other donors,

- specific steps for the Bureau to carry out on a
regional, sub-regional, or country specific basis,

- several optional approaches based on different
assumptions of resources available and policy directions,

- consideration of other donor and HC intervenZions,

- considerations of the use of HC owned local currencies
available for joint programming, and

- methods for continual monitoring of all activities and
periodic updating of this strategy.

The most important aspects of a successful strategy will be
realism in expectations of goals and purposes, an acceptance of
the limited resources available to A.I.D., other donors and the
tHC, and the realities of the priority which will be placed on
this type of activity which must compete with other functional
accounts for resources.

e. Identification/Design of Specific Activities

Throughout the life of this project A.I.D. and the contractor
will be faced with a large number of potential activities.
Donors, Missions, and HCs will all have ideas for projects.
Once assessments and country baseline data have been collected,
the contractor will start to analyze such possible activities
and to present ideas of his/her own. Missions and/or host
countries will need to evaluate these and other proposals to
see what other sources of funding, if any, may be available
from within the country or from other donors.

)
S
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Th: contractor will design several activities in conjunction
with the HC and/or Mission. These initial projects should be
specifically responsive to testing approaches identified as
workable in the assessments, and to the extent possible at the
time from evaluations. It will be more important, however, to
get projects underway as pilot activities than to wait for
rest.lts of the evaluations, which will be done later in the
project, before starting the activity.

In addition, throuchout the life of the project the contractor
will identify potential new activities. The intensity of
design efforts will vary depending on the likelihood of early
funding. These activities will be used by the HC in soliciting
funuing from A.I.D. or other donors, or can be carried out on
their own.

Iv. COST ESTIMATES AND SUMMARY FINANCIAL PLAN ANALYSIS

A, Cost Estimutes

The table below (IV.1l) provides a summary of total project
costs by project elements or activity. The following table
(IV.2) provides a summary of total project expenditures
identified by fiscal year. Detailed tables which demonstrate
the methodology used in calculating estimated costs are
contained in Annex A.2, Financial Analysis.

The cost estimates were developed in the following manner. The
majority of the costs will be incurred by the principal
contractor. The exceptions being the implementation of country
specific sub-activities, which may be carried out by either the
principal contractor ~r another contractor. All regional
sub-activities will be carried out by the principal contractor.
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TABLE IV.1
SUMMARY COST ESTIMATE AND FINANCIAL PLAN
{ $ 000 )
A.I.D.

PURPOSE $
Sub-Project Activities -

Country Specific 999

Regional 964
Long-Term Strategy Develop.

Baseline Data Collection 9

Country Assessments 224

FM Activity Data Base 90

FM Activity Eval./Monitor. 374

Activity Identification " 220

Detail Strategy Develop. 178
Home Office and
Unallocated Costs 710
Evaluation and Auditing 200
Inflation and Contingency 161
TOTAL 4129

Note: Inflation and contingency have been computed at 10 percent
per year, excluding country specific activities.

TABLE IV.2
PROJECTION OF EXPENDITURES BY FISCAL YEAR
( $ 000 )

FISCAL YEAR TOTAL

1989 1578
1990 1377
1991 1174
TOTAL 4129

3



Projection of Obligations by Fiscal Year

($000)
FY 88 FY 89 FY 90 LOP
598-0658 EHR:. 600.0 1075.0 402.0  2077.0
597-0037 EHR 105.0 1000.0 947.0  2052.0
Planned Total 705.0 2075.0 1349.0 4129.0

Country specific activities can be broken down into three items
at this time.

Costa Rica $389,000
Unidentified $500,000
Principal contractor support $110,000

$999,000

The principal contractor support line item included above
represents technical assistance provided in design, evaluation,
and monitoring of the sub-activities, not implementation.

All other elements of the project, plus the support to country
specific sub-activities mentioned above, will be carried out by
the principal contractor. Development of costs was done 1n the
following manner. Any assumptions made are mentioned as well.

- Utilizing the detailed implementation plan, level of effort

requirements were developed for each task, broken down by
type of personnel required. Level of efforts were then

converted into necessary full time employees, short-term U.S.

consultants, and requirements for local professional staff.

- Nuaber of trips and per diem ($100/day) for contractor
staff and HC participants were estimated.

- Contractor costs were calculated using a multiplier of 2.5

for U.S. staff and 1.5 for local professionals times
estimated base pay. The result is estimated to include all
contractor costs, such as overhead, fee, and general
administrative costs.



B. General

As can be seen from Table IV.1 above a significant portion (48%)
of project costs will be devoted to sub-activities which will
have a direct benefit on participating HCs. The home office and
unallocated costs are made up of the majority of the costs of (1)
a full time secretary, (2) the majority of the costs cf the
project coordinator, and (3) the cost of full time staff not
allocated to specific tasks. An allocation of this line item,
plus evaluation, audit, inflation, and contingency, in proportion
to other line item costs is shown below in Table IV.3.

This demonstrates that 64 percent of project costs are directed
toward specific activities which will benefit countries. Country
assessments could be considered as sub-activities. However,
unless the country takes some action with the results of the
assessment, no benefit results. Therefore, these costs have not
been considered as a sub-activity. If these were so considered,
the total sub-activities would represent 71 percent of total
costs.

TABLE IV.3
ATTRIBUTION OF PROJECT COSTS
( $000 )
A.I.D. Allo-
ELEMENTS $ cation Total %

Sub-Project Activities -

Country Specific 999 350 1349 33%

Regional 964 338 1302 32%

TOTAL SUB-ACTIVITIES 1963 687 2650 64%

Long-Term Strategy Development

Baseline Data Collection 9 3 12 0%

Country Assessments 224 78 302 7%

FM Activity Data Base 90 32 122 3%

FM Activity Eval./Monitoring 374 131 505 12%

Activity Identification 220 77 297 7%

Detail Strategy Development 178 62 240 6%

TOTAL STRATEGY DEVELOP. 1095 384 1479 36%

Home Office and Unalloc. Costs 710 ~710 0
Evaluation and Auditing 200 -200 0
Inflation and Contingency 161 -161 0

TOTAL 4129 0 4129 100%



Project Coord/Secty Seraur § S/T Consultant US Techmcian Local Seniors Local Md-level Trave)
Project Costs By Elesent Menths  Racunt Morths  Amount Months  Rescunt Morths  Amount Months  Amcunt
SubProject Activaties
Country Specific -
Direct Actavities
Costa Riza 389, ¥
To Be ldentified 00, 0
Principal Contractor support 116,163 AN 66, 788 2.m 25, 00d 1.9 1,875 5.8 16, 598
9 [} [] ]
Regional - ] ® ] )
Sysposiums 113,316 1.9 22,263 [} [ 9s1 3,938 [} 87,116
Task Force 141,456 1.5 22,263 1.8 12,99 [} 8 196, 6%
Semor Training 361,423 5.9 T, 28a 1™ 12,508 3.08 15,78 6.2 18,039 265, 965
TA Support to Missions and HCs 2,259 13.8 1R, 942 A0 53, 09 2.0 19, 508 5.8 16,599 o, 318
Total Sub-Project Activities 1,968,618 ) [} 5.8 378,463 8.08 199, 960 1.25 38,063 17,89 51,009 512,993
torg-Ters Strategy Develcpment
Collect Baselin= Informit:ion 9,188 ] ] 9.75 3,938 1.75 5% 2H [ ]
Country Rssessoems 224, 4% .9 5, 8 [N ) 53, 367 3. 43,78 5. 26,28 2.2 66,70 23,081
fH Rctivaty Data Base 89,413 A0 41,667 1.8 14,842 1.3 12,508 1.08 5,25 R ) 9, 0 6,155
M fictivaty Evaluation/Roritoring 374,322 .7 7,813 1.8 192, 942 4.0 8, 29 5. 26,79 15. % A4S, O 52,318
New Project ldem ification 219,757 8.8 126, 154 2.8 31,29 2.0 19, 08 6.9 18, 2N 33,853
Deiat} Strategy Development 178,431 8.8 118,733 1.0 12,58 2.8 18, 09 3.9 9,088 21,69
Total Strategy Development 1,995,516 5,25 54,688 3. R 512,638 12.89 150, 0% 15.75 82,688 Sl 153,689 143, 104
Howe Dffice ard Unallocated Costs 793,735 361,383 252,388 5a, [} 9 39, 664
Evaluation and Auditing 2™, o9
Inflation and Contingency 161,265
TOTAL PROJECT COSTS 4,129,133
SURRY
Country Specific Activaties 889, 98
Principal Contractor Costs 2,878,868
Evaluation and fuditing 200, 080
inflation ard Contingercy 161,265
TOTAL PROJECT COSTS 4,129,133

TABLE 1IV.4



PRIXCIPAL CONTRACTOR COSTS SUWARY
{Excludes Costa Rica sut-activity)

Year Ore Year Two——-- Year Threg——-=—-—="
Total U.P. Total Total Total Grard
DesCTiptiun Unit Price Multiplier  Col 213) UNLTS (Col M5} RITS {Col axT) INITS (Col Ax%) Total
TECHNICAR RSSISTRME - SURDENLD CCSTs
S Firs
Project Coordinator A 167 2.4 18,417 12 125,884 S 93,78 6 62,09 281,28
Senior Techmician $,937 2.9 14,842 12 178,109 2 178, 189 12 178, 108 S34, 389
Technician S5, B 2.58 12,596 12 154, 838 12 158,028 8 300, 620
Short Tera Consultants £,937 2. R 14,842 29 29,833 {1 163,298 18 148,417 683, 98
Secretary 1,508 2.53 3,TH 12 45,009 12 45,089 12 A5, 000 135, o
TO0TALS 56, X4 68 794,933 S £33, 106 B 434,817 1,853, 858
Local Professional Firw
Seniors 3,598 1.58 5,258 14 73,9 H 26,24 A 21,02 128, 7R
nid-level 2,8 1.5 3,908 L] 128,08 15 45,000 13 39,9 204, 908
T0TALS 8,28 S4 193,509 e 71,28 17 68, 020 24,758
TOTAL U.S. RMD LOCAL 64,600 122 985,433 76 71,358 s1 494,017 2,183,888
Travel and Per Diew
Senior Techmician
Trips 2,000 9 18, 089 6 12, 089 S 18, 20 48,009
Days 18 2% 29,090 88 8,808 78 1,408 36,09
TechniC.dn
Trips 2,00 9 16,008 4 8,008 [} 8,05 34,000
Days 189 N 9,00 60 6,0 ] 6,998 2,04
Symposius
Trips 1% 75 52,508 (] ) 52,508
Days 199 K 38,009 [} L} 30,908
Steering Comsittee
Trips 89 36 25,208 3% 25,208 18 12,600 63,000
Days 109 14 14,499 144 14,499 1 7,29 36,908
Senior Training
Trips 708 ™ 2,500 N 2,00 ™ 522,08 157,508
Days 19 k) 39,00 k) 30,00 3 38, o0 99, 00
Local Professional
Trips 1,508 1 1,588 1 1,599 1 1,508 4,508
Days 188 15 1,629 15 1,629 15 1,629 4,868
Project Coordinator
Trips 2,008 1 2,008 1 2,08 1 2,009 6, 008
Days 190 3 1,50 15 1,589 15 1,5%¢ 4,500
Short Ters Comsultants
rips 1,009 1 11,900 7 7,820 5 5, 0 23,800
Days 199 L% ] 45,009 21e 21,0 159 15,623 81,098
Total Travel ard Per Diew 33,29 191,528 168, 328 695,860
Grand Total 1,331,653 892,878 654, 337 2,878,668

TABLL IV,5

S¢
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D. Methods of Implementation and Financing

With the exception of some limited amount of commodities which
might be identified under sub-activities, this project consists
of Technical Assistance to be provided by direct
A.I.D.contracts. These contracts will be executed in A.I.D./W
for the principal contractor, and either in A.I.D./W or the
Missions for sub-activities.

Therefore the planned methocds of implementation and financing are
as follows:

Element/Input Technical Assistance

Method of Implementation Direct A.I.D. Contract
Method of Financing Direct Pay/Reimbursement
Amount ( $ 000 ) $ 4,129

V. PROJECT ANALYSIS

A. Summary Technical Analysis

The technical analysis is contained in Annex A.l to the project
paper.

The analysis 1s structured in the following manner:

- Identification of the Problem
- Reasons for A.I.D. Concern

- Past Interventions

- Aliornative Solutions

- Why a Regional Project

- Project Strategy

In the first section, the analysis discusses and cites a number
of prior studies and reports which substantiate the conclusion
that there is a prevalence of weak financial management systems
in developing countries. It also concludes that there is a need
for a systematic approach to developing a long-term strategy for
donors and HCs to address the problem.

The reasons for A.I.D. concern are covered in the next section
which examines and discuses the need for HCs to effectively and

efficiently utilize their scarce resources as well as donors
concerns over effective utilization of their funds. The analysis
points out the increasced reliability placed by A.I.D. on HC
financial systems as A.1.D. staff is reduced. For this reason

A.I.D.'s accountability often is inextricably linked to the level
of performance of HC financial management.


http:increas.ed
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- Initiation of several regional activities for the same
purpose. Activities would include symposiums, seminars, and
training for senior level HC personnel. The establishment of
a financial management task force with representatives from
participating countries will provide a mechanism to exchange
information on the progress under this and other projects.
The principal contractor will also provide limited assistance
to missions and HCs in designing and evaluating non-project
funded financial management activities.

- The development of country specific and LAC Bureau
long-term strategies utilizing the following process:

- Development of baseline information in 10 countries on
the level of performance in the area of financial
management.

- Conducting four or five specific country assessments
to identify financial management constraints and needs
to address the constraints.

- Evaluation of recently completed and ongoing financial
management activities of A.I.D., HCs and other donors
from a "lessons learned" perspective.

- Development of long-term strategies for countries
assessed and the LAC Bureau.

- The preliminary identification of activities, consistent
with the strategies, to be carried out by either A.I.D., the
HCs themselves, or by other donors.

B. Administration

1. Role of the LAC Controller's Office

A.I.D. Washington project management responsibilities will reside
with LAC/Controller's Office (LAC/CONT). Technical support and
project backs:opping will be provided by one of the finance
offices within LAC's Office of Development Resources (LAC/DR).
A.I.D.'s Financial Management staff (FM) will participate in an
advisory capacity on a project committee. It is expected that
there will be only one major contractor for implementation of
assessments, baseline data collection, evaluation of existing
projects, and strategy development. However, the flexibility
built into this project, and the close cooperation required
between contractor, A.I.D./W, and the Missions will require
careful and continuous monitoring.

Selection of countries, sub-project activities, and the

utilization of short-term TA will all require LAC/CONT monitoring.

\
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Sub-activities funded under this project will be implemented in
one of three ways:

- Individual Missions may contract directly for any services
or commodities required, or

- A.I.D./W may contract for such requirements.

Depending on the method used, the LAC/CONT will be involved in
Mission coordination, preparation of SOWs and PIO/Ts PIO/Cs or
PIO/Ps, selection and monitoring of contractors, and follow-up on
commodity delivery or participant training.

2. ﬁ;LLQJﬂEeghingigu,nggﬁ_

The LAC Bureau currently does not have one office charged with
handling regional projects. It does, however, have the necessary
expertise within the LAC/CONT and LAC/DR, in both the finance and
technical divisions.

A project committee with representatives from those two offices,
FM, and Contracts should provide regular guidance and
packstopping to the LAC/CONT.

3. Management Responsibilities

Flexibility in management will be the key to successful
implementation of this complex project. However, while avoiding
rigidity in management approaches, it will be necessary to
clearly delegate responsibilities for certain actions. Below 1is

a suggested starting point which can be modified as circumstances
dictate.

a. Host-Country Capability

The question of HC capability in relationship to sub-activities
will be addressed during the design of each sub-activity.
Accountability or financial management concerns as they relate to
project funds will primarily be the responsibility of the direct
A.I.D. contractor.

b. Specific Responsibilities

Listed below are the anticipated responsibilities to be assigned
to the Project Committee, LAC/CONT and missions. An initial task
of LAC/CONT will be to expand, clarify, and reduce to writing the
specific responsibilities and operating procedures taking into
consideration suggestions Or modifications resulting from the PP
approval process. These should then be approved by the Director
of LAC/DR and the Director of LAC/CONT and transmitted by cable
to the field.

Al
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(1) Project Committee

The project committee will have two principal responsibilities.

- The committee will provide general support and
assistance to LAC/CONT. This will include assistance in
preparation of project documentation as required, such as,
PIOs, RFPs, implementation type letters, etc.

- The committee will reviewing all sub-activities proposed
for approval by the Chief of LAC/DR.

(2) LAC/CONT

LAC/CONT will have day to day responsibility for monitoring the
project. Such responsibility will include the following
actions or activities:

- approval of contractor semi-annual implementation plans.

- approval of selection of countries for baseline data
collection and assessments.

- approval of the use of short-term TA under the contract
in support of Mission or HC specific requests.

- coordination of regional project activities and
sub-project activities with bilateral missions.

- review of, and presentation to the project committee for
approval, all proposed sub-project activities.

- establishing an agreed upon mechanism between A.I.D./W
and missions on responsibilities for management/oversight
of sub-project activities in country. Lacking agreement
otherwise, LAC/CONT will retain responsibility.

- other general project monitoring activities including

procurement, project officer's certification, monitoring
of reports, and implementation tracking.

(3) Mission Responsibilities

The Mission will have the followlng reqPon51b111t1es in
relation to both sub-project activities in country and reglonal
activities being carried out in the country.

- approval of travei of all contractors to the country.
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- assist/advise, if desired, in the selection of
participants in regional seminars or training

- approval of the carrying out of baseline collection,
assessinents, and evaluation activities in country, but not
approval of scopes of work for the exercises.

- tull responsibility for any activities which are
implemented solely with HC local currency, even though
they may be treated as pilot efforts to be monitored under
this project. Any TA from this project would be arranged
and coordinated with LAC/CONT.

- 1f desired the following responsibilities will be
carried out by the Mission as well:

- design of sub-activities for inclusion under this
project authorization. Final approval for inclusion
will rest with LAC/CONT.

- full implementation responsibility for the
sub-activity, including such things as Project Grant
Agreements, contracting, procurement, and sub-project
monitoring.

1 Sub-Project Process
a. Identification

Sub-project activities which will be funded under this project
will be identified by either the Mission or the principal
contractor. It is assumed HC ideas will be channelled through
the Mission.

If 1denlified by the contractor, these should be discussed 1in
general tcrms with the mission and Mission concurrences
acquired before entering into any detailed design efforts.

Once the principal contractor is on board, any Mission
tdentified activities for project funding should be discussed
with the contractor and not submitted directly to A.I.D./W.

b. Design and Approval Process

A mission may take the initiative in design of the activity but
should utilize the technical assistance available under the
funding for the principal contractor to assure that the design
1s consistent with objectives of the project.
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Conversely, if the timing is convenient, (later in project
life) the principal contractor can he called upon, with
concurrence of LAC/CONT to carry out the decign.

Design should not require the full analyses required in a
normal PID or PP. A "minl PP" or some other document should
suffice. Guidance should be developed by LAC/CONT and
transmitted to all participating nissions. One advantage of
this regional project should be casy access to project funds
for small activities. Involvement of the principal contractor
will help in being able to streawline the process.,

¢.  luplementation

Selection of contractors to implement sub-activities will be

1

carried out by normal contractor sclection procedures.

Consideration was given to inciuding all such activities under
the principal contract. However, aside from contracting
problems (inability to cleaily deiine activities at the time
the contract is awarded), such a procedure would take away from
the Missions the opportunity to sclect their own contractor.

In some cases a qualified local firm might be appropriate.
However, any separate contracts should clearly indicate the
regional nature of the activity and provide for input and
monitoring by the principal contractor

C. Economic Analysis

Accurate tfinancial and management information is required to
allocate government resources efficiently, to permit factual
audits, and to monitor and cvaluato projects and programs.
GAO, Worl! Bank, and A.1.D.'s Office of the Inspector General
have conciuded that insufficient. financial management poses a
severe o nsbraint to efficient tesource allocation and to
accountab:ility,

Given the nature of the proposed project, it is not possible to
quantify the monetary benerfits that will result from the
project, and thervetore it is not possible to estimate an
internal tate of return; as the project "output" cannot be
quantifiod o physical terns, it is not possible to estimate a
least cost solubtion tor o given level of output.

The Technical Analysis Annex details the different possible
approaches that could be used to improve financial management
in Latin America, and conclodes that the proposed solution has
the following advantages: o) its reqgional character can
develop 4 methodology with universal applicability throughout

1y
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of approach, even if funds were available, to address the
problem in all countries, is likely to be significantly more
expensive to the donors, since it is donor driven, and most
costs will therefore be borne by them.

This project, on the other hand, starts a long-term process,
based on the assumptions that

- long-term improvement in financial management must be HC
driven from the top level, and

- that a continuing series of small activities, many
funded and carried out by the HC, based on a
professicnally developed strategy, will provide the best
mechanism to long term improvement of HC financial
management .

The acceptarce of this approach in this project, which will
initiate the first steps in the process, appears to be the most
economical methodology to be used in addressing HC financial
management weaknesses. In terms of A.T.D. funding, it has the
added advantage of developing professionally acceptable country
strategies and identification of specific interventions under
these strategies which will be more saleable to other donors.

VI. IMPLEMENTATION PLAN

The project description section has explained the goals,
purposes, and outputs expected from this project and has
outlined the strategy the project will use for attaining them.

This section details the steps needed to execcute the strategy
and the responsibilities for carrying out those steps. At the
end of this section is a time line chart which lists various
implementing actions and shows the expected starting time and
the period during which the implementing action will be carried
out,

In addition, this section will identify issues resolved during

the design of the project and highlight any issues which may
need to be resolved during implementation of the project.

A, Contractor Selection

1. Single or Multiple Contractors?

This projecl's various discrete activities ideally should be
implemented by a single contractor. The principal thrust of
this project is to arrive at methodologies and strategies which
will be effective in addressing financial management

W



constraints in developing countries. However, a significant
portion of the projecl funds will be used in direct sub-project
activities. These activities provide a mechanism for testing
and evaluating various methodologies as they relate to
improving HC financial management at the macro level. The
sub-activitics are likely to have lower level purposes than
improving HC overall financial management. Having such
activities carried out by the principal contractor would allow
better control, monitoring, and feedback and would likely lead
to better ovarall wethodologies and strategies.

Having said ail of the above, the real world dictates that some
flexibility be built into the project to implement country
specific sub-projects. Missions are expected have a
sianificant management role in sub-project implementation.
Indications from some missions are that they are interested in
working through this regional project, but they prefer to
determine their own contractor and manage the activity.

Therefore, the ideal contracting format would allow for the
selection of a contractor for all activities except
unidentified country specific sub-activities while allowing
easy, quick access to the contract for carrying out the
sub-activities if desired.

2. Reguest for Proposal

A statemoent of work (SOW) for the principal contractor has been
prepared in conjunction with this PP preparation. A copy of
the SOW 13 included as an Annex. Included as part of the SOW
are factovrs for evaluating the proposals from potential
contructors.

One factor worth focusing on is the requirement that the
contractnr have the ability to work through and utilize the
services of local professional firms. The project design
anticipates that much of the work can and should be done
utilizing local professionals. A review of the projected work
force requircments (See Technical Analysis, Annex I) shows the
heavy involvement of local professionals in almost every
element of the pooject. The estimated percentage usage of U.S.
vs local pretessional staff is summarized below.

Year 1 Year 2 Year 3 Total
Home Office 20% 27% 32% - 25%
U.s. TA 36% 46% 43% 40%
Local Professionals 44% 27% 25% 35%
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The successful contractor should demonstrate an ability to
operate in this mode. The actual relationship between the U.S.
Contractor and the local professional is critical. A direct
sub-contracting, head hunter approach would not likely be
successful in the tight implementation time frame proposed for
this project.

It is also important that the contract be carried out by highly
respected professionals in the field of financial management.
This project will not only be developing professionally sound
long-range strategies and methodologies, but also will have to
Create or strengthen the proper attitude and commitment in high
level government officials. These officials may or may not
understand the hroader aspects and utility of improved
financial management. The stature and protessionalism of the
technicians and the contracting entities thus become extremely
important in carrying out the project.

The projected start date for the contractor is October 1, 1988.

B. Contractor Implementation Plans

The contractor will be required to submit to A.I.D. for
approval a semi-annual implementation plan. This plan will
describe specific time frames for carrying out project
activities and identify the resources needed. Because
contractor activities are heavily front loaded with
assessments, data collection, and sub-project identification,
the contractor will provide a six month implementation plan
within the first month of the contract.

During the first year it is anticipated that the contractor
will collect all baseline data, complete up to five country
assessments, and have established a data base of financial
management activities in the ten countries. In addition,
sub-project activities for funding under the project will have
been designed and approved and implementation should be
underway.

The remaining portion of the contract will be devoted to
carrying out regional sub-project activities; evaluation,
testing, and follow~up of the sub-project and non-project
financial management activities; refinement of assessment and
baseline collection '=thodologies; and the development and
refinement of long-term strateqgies.

VII. PROJECT MONITORING AND EVALUATION

A. A.1.D. Washington Responsibilities

The flexibility built into this project, and the close
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cooperation required between contractor, A.I.D./W, and the
missions will require careful and continuous monitoring.

As noted in a previous section, monitoring responsibilities
will reside with the LAC Controller‘s Office (LAC/CONT) .
LAC/CONT's responsibilities include: approval of semi-annual
implementation plans; country selection; approval of the use of
short-term TA under the contract; coordination of activities
with bilateral missions; presentation for approval of proposed
sub-project activities; establishing a mechanism for
management/oversight of sub-project activities in country; and
other standard project monitoring activities, including
procurement, project officer's certification, monitoring of
reports, and implementation tracking. A project committee
composed of officers from LAC/CONT and LAC/DR, FM, and
Contracts will provide regular guidance and backstopping to the
LAC/CONT. Approval by the Director of LAC/DR will be required
for all country-specific sub-activities.

B. Mission Responsibilities

LAC missions will Lave a critical role in the design,
implementation and monitoring of poth sub-project activities in
country and regional activities being carried out in the
country. While this project cannot and should not attempt to
spell out how individual missions will organize to carry out
and monitor performance as it relates to the particular
Mission, it is important that each Mission formally designate a
unit within it tn act as a point of control and coordination.

Participating missions will be responsible for monitoring
contractor's performance in-country and for assuring that
proposed activilies comply with A.I.D.'s policies. Each
Mission will be asked to report to LAC/CONT on activities in
country, and will also be asked to participate in the
evaluation of cach year's Action Plan as it relates to that
country. 1In addition, for activities which the missions
implement under this project they will have full responsibility
over such items as Project Grant Agreements, contracting,
procurement, and sub-project monitoring.

C. Evaluation and Audit
This project consists ol a series of direct interventions and
assessmenls related to improving financial management
capabilities ot LAC governments. AS such, evaluations are
fully integrated into the structure ol the nproject. It 1is
expected that intormation flowing frow the country assessments,
the baseline datae and che data base of financial management
capabilitices will provide the feedback needed to permit the
elaboration of interventions for testing and fcr the design of
the LAC i‘inancial Management Strategy.
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i

The project contains sufficient funds to cover both evaluation
and audit. While flexibility is contained in the budget, the
estimated split is $50 thousand for audit and $150 thousand for
evaluation. Evaluation of this activity is critical because of
the testing or preliminary nature of the activity and the
potential world-wide application of the approaches developed.

Schedule

Mid-Term Evaluation March 1989

Final Evaluation November 1991

The LAC Bureau will conduct at mid-point in this project's
implementation a review of the project's management and its
operations to determine the extent to which these have
facilitated or impeded implementation of the planned set of
activities. In the final months of this project the there will
be an evaluation of the project to evaluate its performance in
relation to the end-of-project indicators. This evaluation
will be used to determine: (a) the achievements of this
project; (b) how to proceed with the recommendations to be
incorporated in the strategy; (c) the feasibility of a regional
approach vs. a series of bilateral projects or activities.

LAC/DR/CEN:RWhelden:6/16/88 Rev'd:X75262:#00160

A{[)
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TECHNICAL ANALYSIS

Idenvification of the Problem

Ooverall weaknesses in Host Country (HC) financial management
are acknowledged as being prevalent throughout the developing
world. ‘his technical analysis 1s not based on any new
original research to tedetermine the validity of the premise
that developing countries financial management systems are
generally weak. There appears to be little need to perform
such research, or to duplicate that which has already been done
in identifying the problem. A.IL.D. and other development
agencies such as IMF, IBRD, CIDA, etc. have recognized this
constraint to effective and efficient utilization of resources
and have, to varying degrees, instituted projects or programs
to addres: the problem. What has been lacking has been any
attempt to address the problems of HC financial management by
accepting the long term, upwards of ten years, nature of the

so .ution and approaching it through systematic problem
idenlification and analysis and developing a rational long term
methodoloqgy or strategy of small interventions. This project,
in addition to significant direct activities aimed at immediate
improvement in tinancial management of selected countries, will
develop and test such an approach, which can then be used by
A.I1.D., HCs, and other donors.

The rest of this section will review the findings of (A) the
General Accounting Office (GAO) reports, (B) AID Inspector
General (1G) audit reports, (C) a report on Improving Host
Country Financial Managument prepared by Price Waterhouse (PW),
and (D) responses from ALL.D. fleld Missions to the concept
paper and PID for this project.

Generai Accounting Office (GAO) Reports

(yggwlq79”Rgpg(giﬂifgqiniqgngnd Related Efforts
Needed to Improve Financial Management in the
Third World"

This report focused principally on the shortage of trained
financial management personnel as the major constraint to
improving HC financial managenment. The Digest of the report
states that
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“The absence of eftective financial management in
developing countries is a major obstacle to the optimum
use of resources, both internal and external, that are
available to improve the standard of living in Third World
countries. Effective financial management is essential
because anything less dissipates available resources and
thwarts development."”

The report goes on to state that 1n many cases financial
information is:

-incomplete,

-unreliable,

-untimely, and

-based on systems lacking an integrated approach.

The GAO accepted the need for A.1.D. and other donors to focus
heavily on programs directed at the poor majority but concluded
that the failure to address f{inancial management improvements
would result in continued inecffective and inefficient use of
what scarce resources are available. Recommendations made were
somewhat general but directed toward obtaining an increased
focus on improving HC general management, but particularly
financial management, in both A.I.D. programs and in other
international donor organizations.

GAO 1984 Report, "Financial Management Problems
in Developing Countries Reduce the Impact of
Assistance

This report was prepared to determine how A.I.D. and other
donors can better meet the financial management training and
technical assistance needs of developing countries. The report
is based on discussions with major donors as well as
questionnaire responses from 30 developing country's national
audit agencies. The report cites wWorld Bank reports which
indicate the inability of HCs to establish and maintain
accounting records in accordance with sound accounting
principles, and that financial control and reporting of
financial informaticn is insufficient for sound financial
management and execution or development of HC policies and
strategies.

Of particular note is the GAO report's finding that A.I.D. has
not established a systematic long term approach to 1lmproving
financial management capabilities. 1t states that A.I.D.'s
approdch has either been to include financial management as
part of on overall public administration or institution
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building activity, or to include financial management
activities as a limited component of regular development
projects. Neither approach adequately addresses the broader
country wide lissue.

The GAO recommended that A.1.D. establish a long-term program
for financial management assistance. As part of that
recommendation the report suggested that the program should

"begin with a complete documentation of financial
management training and technical assistance provided by
A.1.D. and other donors and the identification ot
developing countries not yet receiving adequate assistance

In summary, this and the prior GAO report clearly identify both
the need for broad, long-term well directed assistance in
financial managewent to most developing countries and the
accumulation of a data base of financial management activities

world wide.

This project will address, for the LAC Bureau, the
recommendation for a careful systematic approach to assessing
needs and constraints, identifying a long term strategy for
improving financial management, and establishing a limited data
base to be used for evaluative purposes. At the same time the
project will expand direct interventions in response to
specific mission ot country interest. Such direct,
interventions, while sometimes targeted at a particular
problem, will be desianed to h-ve the greatest effect on
overall HC financial management.

&;L;Q;mlﬂﬁﬁﬁQSQE_QEDE£EE~B§DQEEE

A.1.D. Inspector General audit reports have consistently
identified weaknesses 1n financial management of HC
implementing srganizations. Major weaknesses identified by the
IG reports on the cahel were responsible for the establishment
of the Sahel Regional Financial Management Project (SRFMP). In
particular Ludit Report Number 81-35, dtd Jan 29, 1981, was
responsible tol Congressional legislation requiring the A.I.D.
administrator, priot to disbursing funds to any Sanclian
government, Lo "determine that the foretgn governnent will
maintain a system of accounts with respect rtu those tunds which
will provide adequate identitication of and contrco over the
receipt and expenditure of those rands”.

The Inspector General issued a "Report on sSummary Results ot
the Inspector General's Deficiency Tracking System as of
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December 31, 1986". Part of this report summarizes
deficiencies identified concerning HC management. Exhibit I 1is
an extract from that report and was cited also in the Price
Waterhouse report mentioned in the next section.

Exhibit II, below is a summary from the IG's 12/31/87
deficiency tracking report. The Exhibit identifies only those
deficiencies directly related to HC financial management.
Exhibit I covers the years 1281 through 1986. Exhibit II
includes only reports issued in 1987.

EXHIBIT I1
Deficiency Frequency
Accounting and Controls Inadequate 3
Accounting for Funds Inadequate 3
Accounting for Vehicles and/or Commodities

Lacks Adequate Controls 1
audit Provisions Not Implemented 1
Evaluation of Projects Not Being Made : 1
Financial Contributions and/or Support

Not Being Fulfilled 2
Interest Income Not Reported to A.I.D. ]
Policies and Procedures Need Improvement or

Not Implemented as Required 2

14

IG audit reports for the most part are directed at the project
or program level. Thus most ot the deficiencies identified in
their reporting system will reflect situations in project
implementing organizarions as they relate to A.T.D. projects.
They mav or may not indicate across the board deficiencies
throughout the organization or HC systems. However, based on
GAO reports and the findings in the Price Waterhouse report,
the deficiencies most likely are endemic to the country
financial management system a. a whole.

As indicated in the GAO reports mentioned above, most of
A.I.D.'s activities in trying to 1improve tinancial management
have been done as part of other regular development projaects.
Such activities are frequently generated as a result of
institutional or administrative reviews of the implementing
organization at the time of project design which have
identified weakness in the financial management SyStes. From

4

q:
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continuing recurrence of financial management deficiencies
identified by the IG, mostly in project related audits, one can
conclude that such attempts to improve financial management in
this manner have been largely unsuccessful, even at the project
level. It follows, therefore, that it would be rare that such
activities would have any long term replication or spread
effect within the HC as a whole.

This project will identify the most successful direct
activities and provide gquidance as to how such interventions
can best be designed to improve replicability and
sustainability.

Price Waterhouse "Report on Improving Host Country
Financial Management"

In 1987 A.1.D. commissioned Price Waterhouse to carry out a
study and prepare a "Report on Improving Host Country Financial
Management”. The scope of work for the study called for the
development of an A.I.D. strategy for improvement of LDC HC
financial management as it relates to A.I.D. projects. The
study was constrained by inability to travel overseas and the
lack of any A.I.D. data base relating to donor assistance for
HC financial manayement improvement. In spite of these
constraints, the study is a comprehensive review which

- analyses the problems of inadequate financial management,
- reviews past and current approaches toward HC management,
- examines current A.I.D. management perceptions, policies
and organizational constraints to addressing improved
financial management, and

- presencs a series of findings and recommendations for
developing an A.I.D. strategy in the area of HC financial
management .

The report confirmed the findings and general recommendations
ot the GAO reports based on Price Waterhouse experiences
overseas, A.I.D./IG reports, evaluations, and discussions with
other donors. Price Waterhouse supported the GAO
recommendaticn that A.I.D. award a higher program priority to
improving HC financial management.

Many of the recommendations are directed at Agency level
actions necessary to taise the issue and importance of
improving HC financial management to a higher level both
operationally and structurally witnin the Agency. However, the
report ftalls short in developing a strateay to be followed by
A.1.D. for 1mproving HC rfinancial management. The lack of
adequate data in A.I1.D. on the subject of HC financial
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e development of such a strategy. The
wo-phase approach to developing a

of their recommendations see pages [-20

through I-25 of Attachment A. Recommendations which are
pertinent to this project are:

Phase A
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assessing needs and initiating the policy/program
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Management. During this period, an AID financial

management databas
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improvement projec
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LDC financial mana
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Phase B would encompass the preparation of the Long-Term
Strategy and Action Plan based on the results of Phase A.
Specific actions recommended also include further
organizational changes, training, and expanding multilateral
cooperation in carrying out programs of improving LDC financial
management .

While the one ycar time frame for carrying out Phase A, some of
the organizational changes, and some of the alternative
development strategies proposed in the report, are unrealistic,
the basic concept of the necessity for test activities, needs
assessments, and data collection is valid and forms the nucleus

of this project.

Mission Responses to Project Concept Paper and PID

As part of the project design process all LAC Missions were
provided with the project Concept Paper and the approved PID.

Responses have been analyzed and incorporated into the
preparation of Project Paper where appropriate. While
responses vary significantly, in areas of need or
concentratinn, they do generally support the conclusions
reflected i other documents of the need to improve overall
financial management. In general there was support for the
project . Ten of twelve respondents stated they were interested
in part: 1pating, only one said "no". All eleven of the
Missions answering to the guestion of HC possible interest,
responded positively. It appears that interest in improving
fitancial management is receiving more attention and acceptance
£ram both Jdonors and HCs as well.

Reasuns_for AlD Concein

Effective Utilization of Resources

Both the GAO report and the PW report cited above indicate that
the primary concern ol reason to address HC financial
management problems 1s the effective and efiicient utilization
of scarce development resoucces. However, the problem 1s a
little bLroader than development resources. Improved financial
manasqgenent will, of course, allow HCs Lo more efficiently and
erftectively utilize thelr scarce resources and the resources of
donors in carrying out developmental programs. In addition,
over tne long term, the HC will be able to carry out all its
programs and operations more efficiently. Thus, while
intermediatoe direct beneficiaries will be the HC staff and
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managers who will be better trained, better equipped, and able
to perform their responsibilities in a more professional and
informed manner, the long term beneficiaries will be the people
of the country through improved delivery of goods and services
at lower cost and either reduced total tax burden, oOr increased
level of benefits for their tax dollars.

The private sector will also be affected. lmproved efficiency
in government operations will increase confidence of the
private sector in the appropriateness and rationality of
government policies and programs. Improved tax administration
and demand for accurate financial reporting from the private
sector will both increase revenue and improve statistical
information on which the gouvernment must base policies. In
addition, in areas where the private sector is basing decisions
on inaccurate or inadequate financial or economic information,
overall improvements in operational efficiencies may result as
a consequence of general lmprovement in the level of financial
management 1n the country.

Not all of these results will occur in any given country. 1In
addition, the extent of benefits will vary considerably. Major
changes will only be realized over the very long term, ten to
twenty years. However, a carefully designed and implemented
strateqgy, will yield immediate short term results which
reasonably can be expected to generate its own demand for
continued improvement in tinancial management.

A.I.D. Accountability

Another important reason for improving HC financial management
is A.I.D.'s desire and requirements for improved accountability
over U.S. Government funds. A.I.D.'s accountability, as a
resiult of decreasing staff and budget, has become more and more
inextricably linked and ditectly dependent upon the f iancial
managerent and accountability capabilities of the implementing
HC. s A.I.D. staff have decreased, the ability to monitor in
detai' he expenditure of A.I.D. resources by HC implementing
organizations has suffered.

The solution has been the increased use of specific project
related financial manaaement elements included in projects as a
response to weak financial management in the HC imwvlementing
organization. Alternatively A.I.D. has used the =¢) "ices of
local professional accounting firms to either provide the
needed oversight and reporting or to assist the croanization in
improving its financial management systems.

A.1.D.'s payment veritication policy, which is desinned to
periodically review and approve implementing organization's

financial management systems and procedures, is a useful tool
in identifying weaknesses and applying solutions as mentioned
above. However, experience to date does not yet allow A...D.

to place considerable cenfidence In this procedure.
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None of the above solutions address the long term problem of HC
financial management and in many cases, based on the incidence
of deficiencies reported by the IG, may not even solve the
immediate problem of project accountability.

A systematic long term approach to improving HC financial
management appears to be the only real solution.

Local Currency Accountability

The increased availabilities of HC owned counterpart local
currencies, which A.I.D. has joint programming responsibility
over, has gained the attention of Congress. Current guidance
imposes stricter requirements on Missions in the monitoring and
tracking of Lhe uses of such local currency.

Joint programiming of HC owned local currency can be a useful
means of channelling resources into areas of special concern to
A.I.D. and other donors. It is an excellent means of assuring
needed counterpart for donor projects. Perhaps, most
importantly, it can serve as a means of carrying out actions in
response to various policy concerns, including utilizing the
funds for local curiency costs of improving financial
management .

Unfortunately, in response to concerns of increased management,
and/or a lack of contidence 1n HC financial management systems,
many Missions are considering opting out of joint programming
at the project specific level. Such a reaction, however,
avoids addressing the basic financial management problems of
the country and throws away opportunities for policy dialogue
and planning of HC developmment programs.

A long term program to lmprove financial management will not
create an immediate solution to the issue of monitoring HC
local curiency. However, the requirement for local currency
monitoring is another reason that A.I.D. needs to place
increased emphasis on the problems of improving financial
management both from a short term and long term perspective.
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pPast Interventions

A.I.D. has addressed the problems of financial management in HC
institutions in a variety ol ways over the years. This section
will discuss briefly four of these interventions:

- Public Administration Programs

- Indirect Project Related Activities

- Direct Financial Management Activities
- Payment Verification Procedures

It is important to note that none of these activities were
directed toward solving the HC's financial mandgement problems
at the macro, OrI government wide level. If not project
related, they addressed issues 1n a particular HC organization,
and with the exception of the public administration programs,
were directed toward issues of accountability for A.I.D.
funds. There has been no attempt to analyze objectively the
constraints to improved financial management in a given
country, or to as3ess the effectiveness of A.I.D.'s, other
donor, or HC attempts to improve financial management, Or the
effect of such activities on overall HC financial management.

This project will do all of these things in selected countries
and provide a methodology and strategy for carrying them out
throughout the region.

Public Administration Programs

The Price Waterlouse report reviewed both A.I.D.'s past
experience with public administration activities, and examined
existina A.1.D. perceptions about pubiic administration
activities. Section III of their report covers the toplc more
fully.

pPW found that evaluations of public administration activities
over the y~ars revealed mixed results. Wwhile successes
occurred 1in some countries 1n transferring administrative
skills, the desired results of increased economic growth and
development did not neressarily follow. public administration,
as being applied 1n A.I.D. projects tended to divorce
"management"” from policy formulation and development.

Financial management was only one aspect of public
administration addressed in these projects. Therefore a more
focused approach to improving financial management was not
present, and obviously problems continue to exist in thils area.

Near the end of the 1960s A.I.D. shifted into improving
management in selected development areas, and by 1973 had
focused on the delivery of benefits to pool majorities in areas

<
-~

1~



Annex A.l page 11

such as agriculture services, health and nutrition, population,
and education and human resources.

PW found a general reluctance within the Agency to move toward
direct financial management projects since they were felt to be
a resurrection of the old public administration projects.

There was also the belief that A.I.D.'s success in such
projects had been less than satisfactory. The failure of a
multi-regional financial management project (discussed in a
later section) to get off the ground in response to the 1979
GAO report, has added to the disenchantment with financial
management or public administration type activities.

Project Related Activities

Financial management and accountability of A.I.D. resources has
been of increasing concern for many years. The requirement for
institutional and administrative analyses in the design of
projects has identified weaknesses in financial accountability
in many HC implementing institutions. The solution has been to
either:

- have A.I1.D.implement the project,

- require extensive oversight and documentation
review of the HC institution, or

- provide technical assistance, training, or
increased staff to raise the accountability
level of the HC.

Under certain circumstances, disregarding any potential
institutional development, it may be more economical and
efficient to have A.I.D. implement the project through
contractors. The time and cost necessary to bring a HC
organization up to an acceptable level of financial control and
accountability can often make such an approach seem logical at
the Project Paper (PP) stage.

The option of requiring extensive oversight by A.I.D. 1s a
reversal of the current trend toward relying more heavily on HC
reports with only periodic test checking of the files and
records in support of the reports. However, reliance on such
reports requires assurance that the Mission can and will
provide the necessary follow-up either using its own staff or
that of local accounting firms.

only the last approach provides hope of institutionalizing
financial management in the implementing organization, or of
having any broader long-term veplicability in the HC government
as a whole. However, as reported earlier, success has been



Annex A.l pages 12

limited. This approach is termed an "indirect" or "enclave"”
approach by PW since the purpose of the project is not directed
at improving financial management, and the benefits generally
have not spread beyond the organization being helped, and have
frequently not been sustained even within the organization.

Depending on the individual circumstances, any of the above
approaches is an appropriate response by the Mission when there
are concerns over HC financial management capability in the
implementing organization.

This project should not discourage such activities. Rather it
hopes to shift emphasis away from the indirect approach as
being the sole solution to HC financial management problems.
The project will help to design such indirect interventions in
a manner to maximize to the extent possible the potential
multiplier, institutionalization, or replicability effects of
the activity.

Direct Financial Management Activities

Sahel Regional Financial Management Project

With the exception of the Sahel Regional Financial Management
Project (SRFMP), there have been few projects designed to
emphasize improved financial management in a broad context
within the HC. Even this project in Phase I was directed
principally at attaining necessary certification of accounting
systems directly related to A.I.D. activities.

Phace 11 of the SRFMP has continued the program of support to
accounting for A.I.D. projects, but has further expanded into
attempting to institutionalize the gains of Phase I and to
develop accounting professionalism in the HC and private sector
as well.

However, the project, in institutionalizing the financial
management practices, is principally addressing the
organizations it has worked with in the past who deal with
A.I.D. projects. No overall assessment of specific macro needs
of a given country have been carried out. The presence of the
contractors in country on a full time basis, coupled with the
positive efrect of activities so far, have generated targets of
opportunity in both the public and private sector which may
provide long-term henefits. The project is one which bears
close ohservation to learn what is and what is not working in
terms of improving HC financial management at a government wide
level. The approach is quite different from the one proposed
here. Much will be learned from a careful comparison ot
experiences.

o os
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Phillipines Financial Management Project

The Phillipines is embarking on a major effort to raise the
level of financial management in that country. The program
which is a $12 million S5 year project will address financial
management problems in four line ministries and two central
ministries.

The success of this project should also be closely monitored to
provide information useful to maintaining a workable long-term
strategy for improving HC financial management.

S&T Multi-regional Financial Management Project

This project, which was in response to the 1979 GAO report,
never got off the ground. The PW report discusses the project
in more detail in Section III, page 12. The same report quotes
from the 1984 GAO report as follows:

"We found that the lack of success in developing this
multi-regional approach represented, at this point in
time, a lack of overall Agency focus and understanding of
the issues on a country-specific basis. For example,
internal AID discussions of opportunities for assistance
in the financial management area indicated:

- A recognition that financial management problems
were both pervasive and entrenched in much of
the developing world. Therefore, their solution
would require patient, well-targeted, and
carefully conceived efforts by a variety of
institutions over an extended period of time.
The proposed project did not satisfy this
criteria.

- A lack of agreement as to what role AID should
play in the area. Concern was expressed that
(1) AID efforts in the past had sometimes
resulted in failure, but the causes of failure
had not been analyzed from a "lessons learned"
perspective, (2) there was little or no
knowledge of activities being sponsored by other
donors, and (3) it was not clear whether the
Agency should stress academic-level training of
high-level host government officials or
in-country, on-the-job training of project
management staff. These issues were not
satisfactorily addressed in the proposed project
design."
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The utilization in this project of pilot activities, country
assessments, and evaluations of current and past activities by
A.I.D. and other donors will respond to the issues raised above.

Payment Verification

A.1.D.'s Payment Verification Policy can not really be
considered a real intervention directed at improving HC
financial management. However, as part of the procedures
required under the Policy, the adequacy of the financial
management systems and controls of HC implementing institutions
is periodically reviewed. Where weaknesses are identified,
recommendations for improvement will be made, and in extreme
cases, project activities may be halted until corrections are
made.

Thus, the activities currently being carried out in response to
the Payment Verification Policy and the activities planned
under this project will be mutually supportive and
complementary. In fact, in the selected countries, the
principal contractor should draw upon the findings of
organizational reviews for both country assessments and
evaluation of ongoing activities.

Alternative Solutions

Macro Approach to Improving Host Country Financial
Management

Obviously, the ideal solution would be to make the argument
that with limited development resources from A.I1.D.,
international donors, and the HC itself, the most practical
long range solution to development is to first establish
effective and efficient utilization of these scarce resources.
Before centinuing to waste additional resources, we should
address tht need to improve financial management on a macro
basis in HC governments. In fact the PW report alludes to such
an approach.

However, such an approach, even if it were to receive support,
is simplistic. It fails to take into consideration the
following factors:

- Existing projects, despite possible inefficiencies,
continue to attain stated objectives in economic
stabilization, growth, and the spread of benefits of
growth. It would be foolish to stop such progress just
because it may not be beiny executed in the most effective
and efficient manner.

\g{)
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- The amount of resources and the time required to make a
significant difference in a single country make it almost
1mpossible to carry out such macro approaches in a
significant number of countries, unless large amounts of
funds and resources are diverted from existing or planned
programs.

- Culturally and legally, many countries rsre not vyet ready
nor would they support such a macre apprnach to improved
financial management. In countries whe e graft and
corruption go hand in hand with political office, where
politicians have significant private sector holdings which
they do not want examined closely, or where political
instability results in a short term perspective by in
place officials, there is likely to be little interest or
will to commit to a long term program to improve financial
management .

This does not mean that this macro approach should be rejected
out of hand. Where a govecnment commitment exists, and
resources dre available, such an approach is still the idea]
solution. In response to the PID, the Mission in Columbia
reports that the Government of Columbia is very interested in
using the professional team proposed in this project to conduct
an assessment of 1ts needs and constraints in the financial
management ared. The Government of Columbia has indicated that
1t is prepared to carry out a proposed program using i1ts own
resources. This project will benefit immensely from both the
opportunity to do such an assessment and the Subsequent
monitoring of the progress during execution by the Government
¢t Columbia.

Continue Project Related Interventions

More of the Same

The relatively poor success in terms of replicability and
sustainability of the project by project or enclave approach
has been mentioned above. Such interventions are frequently
confined to a specific line ministry or sub-ministerial office,
or parastatal.

However, in spite of having a poor record as the overall
solution to improvinog HC financial management, this approach
has contributed significantly to A.1.D.'s accountability by
increasing its confidence level in specific project level
accounting and reporting. Such activities are usually included
as clements within traditional functional account projects.

15
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It should be emphasized that this project does not recommend
the elimination of such approaches. It will be years before HC
governments as a whole will receive passing grades in their
overall financial management and accountability. 1In the
meantime, such project by project approaches remain a valid and
required means of allowing A.I.D. to rely on implementing
office capabilities.

The project by project approach, however, should not be viewed
as "The Solution" to improving HC financial management. The
findings of the 1984 GAO report bear this out. A.I.D. cannot,
therefore, merely continue to emphasize this convenient
approach and maintain that they are being responsive to the
constraints identified by GAO, PW and others.

Increased Emphasis on Multiplier Effect in HC

An outgrowth of this project should be the ability to analyze
the effectiveness of such interventions regarding their macro
effect and replicability on the HC as a whole. The results of
such analysis along with TA under this project, can provide new
techniques or methodologies which can be used by these project
related activities to enhance the activities ability to have a
more lasting or macro effect, while not loosing sight of its
original purpose, project level accountability.

Training

One possible solution would be to mandate a series on regional
or country specific training activities such as:

- training of senior officials,
- training of accountants and/or auditors,
- Support to local or regional training institutions.

Some have argued that training is the solution to the problem.
Certainly a lack of trained professional accountants and
auditors is accepted as a significant constraint to improving
HC financial management in almost every country. The 1979 GAO
report emphasized the need for training.

Without the knowledge of how to use and apply financial
information at the senior levels of government no significant
changes can take place. The drive and demand for improved
financial information in a HC will be most effective and rapid
1f it comes from the Fop. The contract project manager for Lhe
World Bank Administrative Reform Program in Jamaica attributes
the success and continuation of that project to the direct
support and interest of the Foreign Minister.

16
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Certainly local or regional training institutions capable of
turning out a continual supply of trained professionals will be
required to maintain a high level of financial management 1in

any country.

A project solely directed toward training would probably have
some long term benefits to improving HC financial management.
Training will play a significant role in this project, but not
the only role. A decision to focus solely on training returns
to the criticism cited by GAO of the S&T project, lack of
knowledge of what 1s needed both in training, and in addressing
other constraints. This project will first identify needs, HC
commitment, and evaluate past successes before deciding on the
proper intervention to include in a long-term strategy.

Other

The strengthening of local and regional professional
organizations and assistance in establishing Generally Accepted
Auditing Standards (GAAS) and Generally Accepted Accounting
Principies (GAAP) have also received favorable response from
many experts as being the "first step" or "best way" to solve
the financial management problems of HCs.

The answer is the same. Such actions may be appropriate in a
given country depending on various factors. However, there
continues to be a lack of knowledge about what works and what
the constraints are in a given country to improving HC
financial management.

New LAC Initiatives

As this project paper was being prepared, a cable was sent to
all LAC Missions by the Assistant Administrator for LAC. This
cable (Attachment B) emphasized the need to strengthen both HC
and private sector management, with special emphasis on
auditing and financial management capabilities.

The cable requests all Missions to address audit and financial
management capabilities 1in their Action Plans, or 1if Action
plans have already been submritted, in a separate cable
response. Missions are tn identify how they are planning
improve HC capabilities 1n rhese areas. While Missions are
encouraged to increase the use of dollar funding for this
purpose, they are also to identify how local currencies can be
used to strengthen HC audit and financial management
capabilities.
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Wwhy a Regional Project?

Given the emphasis being placed by the AA/LAC on improving
financial management at the bilateral level, why is a regional
project needed?

To summarize the points made in the sections above:

- ad hoc project related interventions have not worked in
addressing overall HC financial management capability for
principally three reasons.

- They were not designed based on addressing overall
HC constraints, but rather constraints within a
particular implementing institution.

- Their principal objectives were accountability of
project funds, not HC funds, and may have been set up
apart from regular institutional systems.

- Replicability, sustainability, or spread were not
major concerns 1n setting up the activity.

- Some large interventions directed at overall HC
constraints to improved financial management, by A.I1.D. or
other donors have been unsuccessful, also for three
reasons.

- Projects have been developed without careful
analysis of the constraints and development of a
realistic long range strategy.

- The quality of TA has been poor and inconsistent
due to a lack of understanding or application of GAAS
and GAAP.

- There has been a lack of will or lack of
understanding of the usefulness of sound financial

management at the senior or top levels of the
government.

_ The lack of a sound data base on financial management
activities of both a direct and indirect nature carried
out by donors or HCs has prevented a critical analysis ot
the success or tailure of these activities in relation to
overall HC financial management improvement .

- No standard methodology exists for evaluating the level
or quality of financial management 1in a given country.
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- No standard methodology exists for assessing the
constraints to improving HC financial management.

- The GAO and PW reports recommend the establishment of &
data base, implementation of pilot activities, evaluation
of activities, assessment of needs, and establishment of a
long term strategy.

In addition to a means ~f responding to the issues above, there
are at least three thines which are critical to the success of
any specific country project:

- Knowledge of the benefits of and the ability to use
financial management at upper echelons.

- The will and ability to implement a long term strategy.

- A professionally developed strategy pased on an accepted
methodology and analysis of constraints.

The regional project will have the following distinct
advantages which are responsive to issues and concerns
identified in this analysis and by other professionals working
in the area.

it can develop an assessment methodology which will have
been tested in several countries and have universal
applicability throughout the regicn.

- 1t can develop a standard methodology for establishing
bascline measurements of the quality of HC financial
management performance and enable measurement Of Progress
and success of interventions. The testing of this
methodology 1in several countries can not be done by a
bilateral project.

- It can implement piltot interventions controlled and
monitored as to Success in attacking macro financial
management problems and will have the ability to evaluate
interventions not directly funded by this project in a
number of different countries.

- 1t can accumulate needed information for establishing a
data hase on financial management activitles in a
significant number of countries.

- It can develop long term strategies which can easily be
modified to fit individual country situations, and which
can be implemented over a long time by limited
interventions.

- It can provide a resource of experienced professionals
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avalilable to missions and/or HCs to assist in design,
evaluation, and redesign of bilateral or HC activities to
assure that sustainability and replicability issues are
adequately addressed.

Project Strategy

Solving the problem of weak financial management in HC
governments is a long-term multi-faceted problem. This project
does not purport to solve the problem in even one country.
Because of the long-term and high cost interventions required,
it is unlikely that many donors will institute such a macro
approach in any given country.

This project takes the position that a long range strategy can
be developed for a given country based on the use of smaller
activities which will have 3 continual incremental benefit to
improving overall financial management in the country. Such a
long range strategy must be based on (1) an assessment of the
state of financial management in the country (including level
of commitment to improving financial management), (2) an
assessment of constraints to improving financial management,
and (3) a knowledge of what types of interventions or
approaches have had, or are likely to have the best results in
achleving lasting effects on the financial management systems.

Until now projects dealing with financial management have not
taken a systematic approach to the problem. They have been
either short term interventions addressing a specific problem
without a long term strategy, or if long term interventions,
the lack of information on lessons learned has precluded the
development of a more informed strategic approach.

This project will take advantage of the increasing importance
being placed on improving financial management by A.I.D., other
donors, HCs, and in particular the LAC Bureau. The project
will proceed to fund targets of opportunity created by
reactions to this regional project, and the general increased
importance attached to financial management. The difference
between these and prior ad hoc interventions is that these
activities will be closely monitored with a view toward testing
and modifying approaches directed toward long-term financial
management improvement. Necessary modifications will be made
based upon 1information from assessment and evaluation
activities gathered and analyzed during the life of the
project. They will not all be true "pilot"” projects since some
project 1deas will have been generated and developed before
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In response to both the concept paper for this project and the
PID, Missions submitted expressions of interest in both
participating in the project and in having specific activities
included under the project.

Possible project activities have been identified in Honduras,
Costa Rica, Jamaica, Dominican Republic, and Colombia.

With the exception of Costa Rica, none of the activities have
been analyzed sufficiently to include them specifically in the
project. All sub-activities of this nature will have to be
well documented and reviewed and approved by the project
committee before approval for implementation.

Criteria for selection of sub-activities will include:

- expressed HC interest and commitment,

- level »f HC financial participation,

- the likely benefit of the activity to developing
methodologies and long term strategies, ("lessons learned”
potential),

- possibility of replicability within HC, and

- relationship tu other financial management activities
ongoing in country.

Honduras

At this point in time only the Honduras project has clearly
been defined as a sub-activity under this project. It has, 1in
fact, been obligated separately. Attachment C is a copy of the
project description which identifies the assistance being
provided to the Controller General of the Republic. This
activity will cost approximately $500 thousand of appropriated
funds, and the Government of Honduras will contribute an
additional $500 thousand in local currency equivalent.

This activity is still being discussed with the Government of
Costa Rica (GOCR). The initial expectation of a small
intervention in the neighborhood of $500 thousand was
superceded by a more ambitious proposal from the GOCR which
would be beyond the capacity of this project. The Mission 1is
in the process of discussing and tfocussing the project for
possible inclusion in the project. 1t 1s anticipated that
project technicians will be actively involved in both design
and implementation of this activity, Since the GOCR will fund
1/73 of the cests through local currency contributions, the
anticipated cost to the project is $38% thousand

22
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Dominican Republic

The Dominican Republic had propnsed an activity to assist a
small unit of the government develop financial management
procedures for the monitoring of local currency uses. Total
estimated cost of the activity 1s $100 thousand. This activity
will not be included for funding under this project. The
principal reasons are that it is a relatively small activity
focused on an operation which is somewhat outside the
mainstream of government operations. 1t does not, therefore,
appear to present an opportunity to test the effectiveness of
interventions in relation to overall government financial

management.

At this point it appears that the Mission will proceed using
their own funds. However, in spite of the reasons for
excluding the activity from this project, this intervention
will be carefully monitored by projecl advisors.

Colombia

Colombia has requested assistance 1n assessing constraints and

needs to improve financial management. The government has
indicated that they will be willing to carry out programs
utilizing their own funds. Given their interest and

willingness to carry out programs on their own, they have been
preliminarily selected to be an early recipient of an
assessment and the development of a long term strategy. It is
anticipated that 1in spite of their willingness to carry out
their own programs, a sub-activity providing limited TA under
this project would be an appropriate use of funds and would
encourage the use of the Colombian project as one of this
project's pilot activities for monitoring purposes.

Jamaica

The Mission in Jamaica, in response to the PID, identified two
activities for possible funding under the project.

The first is in conjunction with a World Bank's and the GOJ's

comprehensive Administrative Roform Program. The Bank has
indicated an interest in having A.1.D. cofinance broad scale
training of financial services statff. The component would

provide basic and advanced teacher training and curriculum
development for such training modules as budgeting, accounting,
auditing, and f{inancial analysis. A preliminary estimate of
the costs is $550 thousand.
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The second possibility is in the area of debt management at the
Bank of Jamaica. Needs include software, hardware and
technical assistance. No cost figures have yet been provided.

Either of these activities would provide an opportunity to test
specific interventions. The most attractive would be the
estahlishment of in house training capabilities in fir~ancial
management. However, additional information would be needed
before a decision could be made on either possible activity

Regional

Sympos iums

Three symposiums are planned as an initial action under the
project. These symposiums would be sub-regional and would
include approximately five representatives from each LAC region
country. Selection of the representatives would be agreed to
by the contractor and the Mission. It 1is anticipated that
representatives would be included from agencies such as
finance, planning, budget, controller and/or audit, and
possibly a line ministry. In addition, international or
regional professional accounting, auditing, or financial
management associations will be invited to send observers. The
project wili not provide funds for these observers. Each
symposium would be for two days and the purposes would be to:

- generate increased interest in improving HC financial
management,

- outline the purposes of this project and how each
country can benefit or participate,

- identify task force members (ciscussed below) for each
country (confirmation most likely would have to be
received later), and

- gain any insights from HC senior personnel regarding the

improvement of HC financial management.

Sub-regional Financial Management Task
Forces

The project proposes to establish three sub-regional task
forces. Each country in the group would have two or three
members i1 the task force. (Profecsional organizations would
be encouraged to send observers to the meeting at their own
expense.) Since this is a i1egional project, it presents an
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opportunity for imcreasing the cross fertilization of financial
management ideas between countries. Also, since not all
countries will participate to the same degree in project
activities, it provides an interactive dissemination mechanism
for project progress and results. Five meetings of two days
each for each sub-region are planned. The purposes of such a
group would be to:

- keep the subject of financial management improvement in
the forefront with senior HC officials,

- provide an opportunity to exchange ideas on financial
management,

- provide HC officials with a continual update of the
findings, results, and progress being made under the
project,

- provide an informal mechanism for discussion of
financial management practices and standards 1n each
sub-region.

- provide the contractor an opportunity to further test

ideas and approaches in a non-country specific environment.

Regional Seminars/Training of Senior Level
HC Personnel

Since success of any attempts to improve HC financial
management will ultimately depend on the ability of senior
level managers tc utilize sound financial management
information, training of senior level officers, in both line
and staff positions, will be considered early on as an
acceptable and appropriate regional activity. (The training of
mid-level and lower-level staff, because of the larger numbers
of personnel involved, is most =ppropriately addressed at the
country specific level. Thus. such training activities would
be identifi=d as a result of the country assessments and
strategy.) Courses will be held on a sub-regional basis for
approximately 25 participants. Courses will be for three days
at a time and approximately 9 will be held during the life of
the project.

Emphasis will be on such topics as effectiveness and efficiency
auditing, developing accounting and auditing standards,
financial aialysis techniques, utilization of financial
information in decision making, methods of monitoring and
controlling activity costs, budgeting, ana financial

reporting. General management courses and personnel
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administration would also be appropriate areas as they relate
to financial administration and the development and maintenance
of career financial staff. Topics are only illustrative and
may vary with the region. It is also anticipated that the
focus will shift later in the project as information flows 1in
from the assessments and evaluations.

The principal contractor will conduct the courses in
principally an interactive mode, with lectures kept to the
minimum. The contractor should have the capability and
experience to utilize relevant actual experiences from the
region and/or other developing countries. The use of
artificial case studies can be useful but should not be the
principal teaching tool. A mix of 1/3 lecture, 1/3 actual case
material and 1/3 illustrative case studies would be a good mix
for this level group. The contractor in his proposal will be
asked to suggest a specific approach, and the responses will be
evaluated partially on this area.

Technical Assistance to Missions and Host
Countries

Both full time and short term consultants under this project
will spend part of their time assisting missions or HCs in
designing financial management activities. Some of these
activities may be encompassed within this project. Others will
be mission responses to increased emphasis on improving HC
financial management. The benefits gained by involving the
advisors under this project will be:

- increased emphasis on sustainability even in activities
which are elements of traditionally focused projects,

- establishment of regionally consistent baseline
information to measure progress,

- inclusion of such activities in the overall assessment
of lessons learned for developing effective long-term
strategy methodologies,

- continuity and consistency of application of approaches
to improving HC financial management, and

- putting into action the Assistant Administrator’s recent
request to focus on improving financial management and
audit.
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Develop a Long Term Strategy and Identification of
Specific Interventions

The development of a long term strategy will be an evolving
process throughout the project. The strategy developed will
not be a specific step by step procedure to be applied
indiscriminately to every country. Rather the long term
strategy will be two things, a methodology which can be applied
to any given country to arrive at a systematic long range plan
for improving financial management, and also a long range
strategy to be used by the LAC Bureau to systematically and
rationally approach the problems of improving HC financial
management. The latter will also include the identification of
specific suggestions for immediate activities of either a
regional, sub-regional, or country specific nature. The steps
involved are discussed in the following sections.

Actual country selection for either base line data collection
or country specific assessments and strategy will take into
consideration the following factors which are listed in
relative level of importance: ‘

- Host country interest and apparent commitment to carry
out whatever recommendations are forthcoming over both the
long and short term.

- At least one assessment should be done for each of the

three different types of financial management government

structures in the region. Baseline countries should also
represent a cross section,.

- There are no other major financial management
interventions taking place in a country selected for an
assessment. For example, since experts tend to disagree,
it would probably be counter productive to do an
assessment in Jamaica where they are already embarked on a
major program. However, Jamaica would be a good candidate
for baseline collection because results of current

interventions could be measured in a relatively short time.

- Because of the potential importance local currency
programming can play in instituting financial management
activities, at least two of the assessment countries
should have local currency generations availlable.

- Relative political stability so that there is an

expectation that commitments made now will be long lasting.

Based on a review of these factors in relation to the
countries, and the responses received from the Missions,
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Colombia, Costa Rica, and Dominican Republic have been selected
for country assessments. The project officer, and the project
committee will approve final selection of other countries.

Base Line Data Collection and Methodology

This technical analysis does not presume to dictate a
methodology or system for collection of baseline data. In fact
it should be the task of the professional staff of the
consultant to both develop a methodology for collection of data
and analyzing and evaluating the data.

A critical premise of this project is that small incremental
activities, which are appropriately focused, can have, over the
long term, a beneficial effect on overall improvement in
financial management. Therefore it is critical that a
methodology using objective, verifiable criteria be developed
to measure the relative levels of performance of a countries
financial management system. The same methodology can
subsequently be used to measure progress.

A number of indicators have been used by different groups to
measure such performance. These are outlined here to indicate
that acceptable measurement techniques do exist. Some
indicators will be more subjective than others. It is up to
the contractor to develop and test an appropriate system.

The Trade and Economic Development Associates, Ltd. in
measuring the performance of the government of Jamaica used
such indicators as:

- Availlability of statistical data base for performance
analysis.

- Capacity for evaluation and research for performance
analysis.

Principal basis for internal financial management.
- Adequacy of management information systems.
- Timeliness of monthly and quarterly reports.

Numbers and qualifications of financial staff.

In addition, they sent questionnaires to 140 financial
personnel asking for their own evaluation of skills required
for their job versus their own evaluation of their skill
levels., Exhibit IIT

shows the format used for the questionnaire.
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In a draft paper to be issued by the International Labour
Organization, R. G. A, Boland and J. B. Wallace propose the use
of a "staging" technique to provide objective inuicators to
measure the effectiveness of an accounting system.

The system uses a matrix which grades the quality of such
things as data base, data quality control, timeliness of data
recording, and timeliness of annual financial reporting. Each
criterion is graded on a scale from excellent to very limited.
In addition, such factors as staffing (quality, quantity,
experience and stability), as well as environmental factors
(legal, cconomic, political, social, and cultural) are also
rated. An extract of this matrix is included as Exhibit IV.

The above examples serve to establish that comparative measures
of performance can be established and measured. It should be
clear that such measures are not a basis for developing a
strategy for improving the level of financial management. The
purpose of such information is to provide a yardstick against
which to periodically measure performance.

Baseline assessments will be made in all of the countries (four
or five) in which a needs/constraints assessment will be made.
In addition, it is estimated that five additional baseline
collections will be carried out by the contractor. Countries
will be selected by the contractor and approved by A.I1.D.

Perform Country Assessments

Specific country assessments will be carried out in four or
five countries. The carrying out of the country assessment
will serve to:

- identify specific constraints to improving financial
management, including general management or personnel
constraints affecting financial management,

- estvablish a long-term country specific strateay for
addressing the constraints,

- identify possible imrediate activities which can be
carried out by the HC o: donors, and

- provide a means o testinag and refining the assessment
methodology developed and used by the contractor.

Training at various levels, accounting principals and
standards, cultural and political factors, accounting and
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budgeting systems, automation, human resource development, role
of audit, and legal constraints are just a few of the areas
which will need to be looked at during the assessment.

Here also, the exact technique to be utilized by the contractor
is not predetermined. It is recommended that the RFP for
selection of the contractor require the respondent to outline
an approach to both country assessments and baseline data
collection. Such a requirement would provide the selection
committee with a basis for determining the respondent's
professional understanding of the problems and issues to
beencountered in a project as critical to long term development
as this.

The contractor must keep in mind that actual interventions are
likely to be small and possibly intermittent. Proposed
activities should therefore be ones which will have a visible
impact, be sustainable, and will generate increased support for
continuing the program of improving financial management. The
long term strategy proposed should also take into consideration
these factors. The level of commitment will sometimes dictate
whether some of the less popular but necessary actions can be
carried out. Momentum, once started must be maintained.

The testing benefits of these assessments should not be
overlooked. It is for this reason that assessments are
scheduled early in the project and not spread throughout the
LOP. This approach will allow the contractor to observe during
the project the success, acceptability of the assessment, and
its recommendations, as well as to monitor progress on any
interventions. Modifications can then be made to the
assessment methodology as necessary.

Evaluation of 1ecent and Ongoing Financial

1 G4
Management Activities

An observation made by both the GAO and PW is the lack of an
informaticsnal data base of activities directed at improving
financial management, either directly or as part of another
project. The issue is one of lessons learned. As part of the
development of long range strategies, either country specific
or for the LAC region, there is a need to evaluate what has
been done and what will o1 won't work.

Due to financial and time constraints, the project will take a

limited look at projects in all countries where baseline
information will be c¢cnllected, as opposed to covering the
entire region. However, such limited coverage should provide
sufficient information on which to make informed judgments.

v
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Procedurally, the contractor will obtain information on the
nature of inputs, expected outputs, pu:poses, etc., of all
projects within a country which are either ongoing or have
terminated in the last three years. Project documentation and
evaluations will be reviewed to determine the extent or
emphasis placed on replicability and sustainability. The focus
of attention should be on what effect the project is having or
has had at the macro level of financial management. A project
which successfully trains staff, installs accounting controls
and systems, and successfully attains the objective of
accounting for an immunization project's funds may or may not
have any long term financial management benefits.

If necessary, the contractor will perform its own evaluation of
such activities to determine the utility of the approach 1n
effecting overall financial management improvement. In
addition, ongoing activities should be monitored throughout the
life of the project and progress against baseline benchmarks
measured. Where possible and appropriate, the contractor will
WwOoTk with Mission or HC staff to modify these activities 1in
order to enhance the likelihood of success in overall financial
management improvement.

From this exercise,which is a continuing one, will come

information which can be used to develop or modify long term
country or LAC Bureau strategies.

Development of Long-term LAC Bureau Strategy

As soon as initial country assessments, baseline data
collection, and initial evaluation of other activities has been
completed, the contractor will develop a LAC Bureau Long-term
Strategy for improving HC financial management. This strategy
will remain flexible through the life of this project.
Modifications will be made as more data and experience are
gained. At the end of the project, a final recommended
long-term strategy will be prepared for the LAC Bureau.

The strategy should include as a minimum
- suggestions {or interaction with other donors,

- specific steps for the Bureau to carry out on a
regional, sub-regional, or country specific basis,

- several optional approaches based on different
assumptions of resources available and policy directions,

- consideration of other donor and HC interventions,

31
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- considerations of the use of HC owned local currencies
available for joint programming, and

- methods for continual monitoring of all activities and
periodic updating of this strategy.

The most important aspects of a successful strategy will be
realism in expectations of goals and purposes, an acceptance of
the limited resources available to A.I.D., other donors and the
HC, and the realities of the priority which will be placed on
this type of activity which must compete with other functional
accounts for resources.

Identification/Design of Specific Activities

Throughout the life of this project the contractor will be
faced with a large number of potential activities. Donors,
Missions, and HCs will all have ideas or pet projects. Once
assessments and country baseline data have been collected, the
contractor will start to analyze such possible activities and
to present ideas of his/her own. Funding will be provided for
a limited number of these activities within the project but not
within the basic contract.

The contractor will design several activities in conjunction
with the HC and/or Mission for presentation to the project
officer. These initial projects should be specifically
responsive to testing approaches identified as workable in the
assessments, and to the extent possible at the time from
evaluations. It will be more important, however, to get
projects underway as pilot activities than to wait for results
of the evaluations, which will be done later in the project,
before starting the activity.

In addition, throughout the life of the project the cuntractor
will identify potential new activities. The intensity of
design efforts will vary depending on the likelihood of early
funding. These activities will be used by the HC in soliciting
funding trom A.I.D. or other donors, or can be carried out on
their own. To the extent any of these activities start up
during the life of this project, the contractor wil]l monitor
and evaluate results to the extent possible.
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FINANCIAL ANALYSIS

The nature of this project, with the exception of the specific
country sub-activities, precludes the traditional types of
financial analyses. FEach sub-activity which is submitted for
project committee approval will also contain a section on
financial analysis. This should include any necessary review
of implementing institutions capability to implement the
activity.

The remainder of this project's activities will be cairried out
by contractors. While HC personne!l will participate in
training courses, symposiums, and seminars, no institutional
capacity is required Lo participate, nor are their counterpart
funds to administer or control, other than maintenance of
reqular salary payments during training courses.

This section will confine itself to reviewing possible
alternative approaches to accomplishing the project purposes.

Alternative Solutions

Section 1V of the Technical Analysis discusses other possible
alternatives te solving Lhe problem of weak HC financial
management . Possible alternatives include:
- A country by country macro approach, through massive
input of resources.

- A continuation of ad hoc, indirect project related
activities.

- Training of HC staff at various levels.,

- Encourage adaption of GAAP and GAAS through support to
professional organizations.

The technical and practical reasons for the selection of the
proposed approach, as opposed to any of the above, are covered
in the Technical Analysis.

A cost comparison of the different approaches is difficult
because the objectives of each approach, while addressing the
overall problem of improving financial management, are
decidedly different, and do not always have improving overall
HC financial management as their objective.

The funding of a large number of country specific macro
activities would appear to be exceedingly expensive. The
Philippines project is estimated to cost $9 million in A.I.D.
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funding over five years. A longer time will be needed to
expand the activity to all HC offices. This type of approach,
even if funds were available, to address the problem in all
countries, 1s likely to be significantly more expensive to the
donors, since it is donor driven, and most costs will therefore
he born by them.

This project, on the other hand, starts a long term process,
based on the assumptions that

- long term improvement in financial management must be HC
driven from the top level, and

- that a continuing series of small activities, many
funded and carried out by the HC, based on a
professionally developed strategy, will provide the best
mechanism to long term improvement of HC financial
management.

The acceptance of this approach in this project, which will
initiate the first steps in the process, appears to be tho most
economical methodology to be used in addressing HC financial
management weaknesses. In terms of A.I.D. funding, it has the
added advantage of developing professionally acceptable country
strategies and i1dentification of specific interventions under
these strategies which will be more saleable to other donors.

The other alternatives proposed above do not really address the
overall problem, and thus, attempts at financial comparisons
are 1nappropriate. On a year by year, or country by country
basis, the resources devoted to them will be less than in this
project, but the long term benefits will be difficult to
measure because of the lack of appropriate acceptable
methodologies. Past experience implies that there will be
little long-term benefit from such approaches without the
evaluation and analysis methodologies which this project will
provide.

Method of Implementation

The project has been constructed in such a manner as to use the
most cost o etficient approach to attaining project purposes.

The project proposes utilizing 91 person months ot local
professional services vs., 164 of U.S. based professionalts. The
local professional costs are estimated to be $325 thousand.

The utilization of all U.S. statf to carry out the same
activities would add an estimated $919 thousand to the project
costs for salaries and dan estimated $17% thousand in travel
axpenses.  This excludes any additional home office support
stalt required.
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The alternative of using more local staff, or contracting
separately for activities in each country, might save a
significant amount of funds. However, the purposes of the
project, which is related to regional applicability of
methodologies, the comparing of results from different
countries using the same approach, and the development of an
acceptable regional strategy, would likely be lost or be based
on inappropriate data.

Evaluation and Audlt

The project contains sufficient funds to cover both evaluation

and audit. While flexibility is contained in the budget, the
estimated split is $50 thousand for audit and $150 thousand for
evaluation. Evaluation of this activity is critical because of

the testing or preliminary nature of the activity and the
potential world-wide application of the approaches developed.
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ADMINISTRATIVE ANALYSIS

Role of the LAC Controlller's Office

It is recommended that the LAC Controller's Office (LAC/CONT)
be the office responsible for this project. There will be only
one contractor for implementation of assessments, baseline data
collection, evaluation of existing projects, and strategy
development. However, the flexibility built into this project,
and the close cooperation required between contractor,
A.1.D./W, and the Missions will require careful and continuous
monitoring.

Selection of countries, sub-project aclivities, and the
utilization of short term TA will all require LAC/CONT
monitoring and approval. LAC/CONT will be involved in mission
coordination, preparation of SOWs and PIO/Ts PIO/Cs or PIO/Ps,
selection and monitoring of contractors, and follow-up on
commodity delivery or participant training.

The LAC Bureau has no one office or officer charged with

handling regional projects. However, the necessary expertise
exists within the LAC/CONT and LAC/DR, in both the finance
division and in the technical offices. In addition, a project

committee with representatives from those two offices, FM, and
Contracts will provide regular quidance and backstopping.

Host Country Capability

The question of HC capability in relationship to sub-activities
will be addiessed during the design of each activity.
Accountability or financial management concerns as they relate
to project ftunds should not be a concern since it is
anticipated tnat activities will be carried out by direct
A.I.D. contractors.

specitic Responsibilities
Listed below are the anticipatnd responsibilities to be
assigned to the Project Committee, the LAC/CONT, and Missions.
An initial task of the LAC/CONT will be to expand, clarify, and
reduce to writing the specific responsibilities and operating
procedures taking into consideration suggestions or
modifications resulting from the PP approval process. These
should then be approved by the Director of LAC/DR and the
Director of LAC/CONT and transmitted by cable to the field.
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Project Committee

The project committee will have two principal responsibilities.

- The committee will provide general support and
assistance to the LAC/CONT as requested by the LAC/CONT.
This will include assistance in preparation of project
documentation as required, such as, PI0s, RFPs,
Implementation type letters, etc.

- The committee will be the reviewing body for all

sub-activities, Sub-activities will nbe presented to the
Director of LAC/DR for approval.

The LAC Controller's Office (LAC/CONT)

The LAC/CONT will have day to day responsibility for monitoring
the project. Such responsibility will include the following
actions or activities:

- approval of contractor annual implementation plans.

- approval of selection of countries for baseline data
collection and assessments.

- approval of the use of short term TA under the contract
in support of mission or HC specific requests.

- coordination of regional project activities and
sub-project activities with bilateral missions.

- review of, and presentation to the project committee
for approval, all proposed sub-project activities.

~ establishing an agreed upon mechanism between A.I.D./W
and the Mission on responsibilities for
manegement/oversight of sub-project activities in
country. Lacking agreement otherwise, the A.I.D./W
LAC/CONT will retain responsibility.

- other general project monitoring activities including
procurement, LAC/CONTs certification, monitoring of
reports, and implementation tracking.
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Mission Responsibilities

The Mission will have the following responsibilities in
relation to both sub-project activities in country and regional
activities being carried out in the country.

- approval of travel of all contractors to the country.

- assist/advise, if desired, in the selection of
participants in regional seminars or training

- approval of the carrying out of baseline collection,
assessments, and evaluation activities in country, but not
approval of scopes of work for the exercises.

- full responsibility for any activities which are
implemented solely with HC local currency, even though
they may be treated as pilot efforts to be monitored under
this project. Any TA from this project would be arranged
and coordinated with the A.I1.D./W project manager.

~ if desired the following responsibilities will be
carried out by the mission as well:

- design of sub-activities for inclusion under this
project authorization. Final approval for inclusion
will rest with the LAC/CONT.

- full iamplementation responsibility for the
sub-activity, including such things as Project Grant
Agreements, contracting, procurement, and sub-project
monitoring.

Sub-Project Process

Igentification

Sub-project activities which will be funded under this project
will be identified by either the Mission or the principal
contractor. 1. is assumed HC ideas will be channelled through
the Mission.

If identified by the contractor, he/she should discuss the
proposal in general terms with the Mission before entering into
any detailed design etfsrts.

Once the principal contractor is on board, any Mission
identified activities for project funding should be discussed
with the c-ntractor and not submitted directly to A.I.D./W.

[l
1
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Design of Activity

The Mission may take the initiative in design of the activity
but should utilize the technical assistance available under the
funding for the principal contractor to assure that the design
is consistent with objectives of the project. Conversely, if
the timing is convenient, (later in project life) the principal
contractor can be called upon, with concurrence of the
LAC/CONT, to carry out the design.

Design should not require the full analyses required in a
normal PID or PP. A "mini PP" or some other document should
suffice. Guidance should be developed by the I.LAC/CONT and
transmitted to all participating missions. One advantage of
this regional project should be easy access to project funds
for small activities. Therefore the design ancd approval
process needs to be kept as simple as possible. 1Involvement of
the principal contractor will help in being able to streamline
the process.

Implementation

Selection of contractors to implement sub-activities will be
carried out by normal contractor selection procedures. The
principal contractor under the project will be free to compete
for such contracts.

Consideration was given to including all such activities under
the principal contract. However, aside from contracting
problems (inability to clearly define activities at the time
the contract is awarded), such a procedure would take away from
the Missions the opportunity to select their own contractor.

In some cases a qualified local firm might be appropriate.
However, any separate contracts should clearly indicate the
regional nature of the activity and provide for input and
monitoring by the principal contractor



STATEMENT OF WORK

A, Background

In response to increasing concerns by the General Accounting
Office (GAO), Congress, A.I.D., and other donors concerning the
prevalence of weak financial management systems in developing
countries, A.I.D.'s Bureau of Latin America and the Caribbean
(LAC) has embarked on a project to establish a long-term
strategy to address these concerns.

The purpose of the project, as stated in the Project Paper, is
to improve financial management in Latin America. The project
design accepts the findings of the GAO and others that a
long-term strategy approach must be taken if improvements are
to be made in host-country (HC) financial management, and that
control of funds be an overriding priority. To be effective,
this strategy development must be based upon:

- an assessment of needs and constraints,

- an accurate data base of financial management activities
carried out in the past, or currently being carried out,

- an evaluation of the successes and failures of the above
activities in improving overall HC financial management,
and

- the carrying out and evaluation of selective test
activities.

The above elements are required for developing a strategy for a
specific country or, in this case, for the LAC Bureau as well.

The project is also based on two other assumptions:

- that existing and new activities should continue while
the strategies are being developed, and

- a strategy made up of a series of relatively small
interventions, can over the iong run have a favorable
impact on HC financial management.

Attached to this Statement of Work (SOW) is a brief summary of
the project from the project paper. It provides necessary
additional detail to bz read by p:ospective bidders.
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B. Project Elements and FEstimated Level of Effort

Estimates of a level of effort to implement these activities
are shown below. Potential bidders should recognize that these
are provided to assis* in the preparation of the proposal.
Requirements and resource levels are presented as one way in
which the project could be implemented. It is recognized that
the wide range of needs and activities will require a
substantial degree of flexibility. The successful applicant
may adjust these estimates in line with its approach to
undertaking the principal tasks described in the RFP.

The ceontract work will be divided into two phases as incdicated
in the work force analysis of the Statement of Work. Following
the country and regional activities and the financial
management evaluation segment of the Strategy Development
Component, A.I.D. and participating missions and countries will
review progress and decide whether the program will continue
and determine activities to bz undertaken.

1. Estimated Work Force Requirements
Senior U.S. Financial 65.25 months

Management, Evaluation and
Training Professionals

U.S. Technical Advisors 20.00 months
Local Senior Consultants 23.00 months
Local Mid-Level Technicians 71.00 months

The work force analysis on page 3 estimates how technical
assistance and project coordination could be phased. It also
shews how the project intends to maximize the use of local
fit . o provide much of the in-country tcchnical training,
assistance and work related to strategy development.

The contractor will provide a Project Coordinator for the life
of the contract. The Project Coordinator will be the primary
liasrn between the contractor, AID/W and the various AID
missions in Latin America. This person will also be expected
to lead the strategy development effort. This position is key
to the successful implementation of the contract and to the
maintainance of good relations with AID missions and host
country institutions.

q'
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WORK FORCE ANALYSIS
Estimated Level of Effort by Type of Personnel
(Person-Months)

Type of Personnel

U.S. Technicans Local
Component/Activity Senior Consultants Seniors Mid-level Total
Phase I
Sub-Proj. Activities
Country Spec. Sup. 4.5 2.0 1.5 5.5
Regional
Sympos iums 1.5 0.75
Task Force 1.5 1.0
Training 5.0 1.0 3.0 6.0
TA Support 13.0 4.0 2.0 5.5
Long-Term Strategy
Development
Fi4 Eval/Monitor-
ing 13.75 4.0 5.0 15.0
Sub Total 39.25 12.0 12.25 32.0 95.5
Phase I1I
Baseline Develop-
ment and Collection 0.75 1.75
FM Data-Base 5.0 1.0 1.0 3.0
Country Assess-
ments (5) 4.5 3.5 5.0 25.25
New Project '
Identification 8.5 2.5 2.0 6.0
Strategy Develop-
ment 8.0 1.0 2.0 3.0
Sub Total 26.0 8.0 10.75 39.0 83.75

Total 65.25 20.0 23.0 71.0 179.25
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2. The management and technical responsibilities of the
Project Coordinator include:

-~ Plan technical assistance, training and logistical
arrangements;

-- Coordinate and manage technical assistance and
strategy development;

== osupervise local rirms and as necessary local personnel
which are implementing pioject activities:

- Provide technical assistance in financial management,
utilization of financial intormation, accounting, budgeting and
auditing as appropriate;

-- Monitor project progress; and
-~ Communicate on a reqular basis with the A.I.D.

project manager and AID missions.

3. The contractor will be expected to carry out the
following project activities which will be described in more
detail in a follow.ng section:

a. Sub-Froject Activities

Sub-Project Activities are both regional and country specific.
Implementation of country specilic activities will not be a
part of this contract. The contractor will, however, provide
assistance in design, evaluation, and monitoring of these
activities.

Regional activities will be carried out by the contractor =.d
consist of:

- Sywnpusiums

- Task Force Meetings

- Seminars and Training

- Technical Assistance to Missions and HCs

Principal criteria for selection of sub-activit'es will be:

- lmpact on assuring control of use-of-tfunds,

- expressed HC interest and commitment,

= level of HC tinancial participation,

- the likely benerit of the activity to developing
methodolngies and long-term strateqgies, ("lessons learned"”
potential),

- possibility of replicability within HC, and

- relationship to other financial management activities
ongoing in country.


http:follow.ng
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b. Strategy Development

The contractor will develop 4 or 5 country specific long-term
strateglies for improving HC financial management, and one
long-term strateqgy for the LAC Bureau to be used in addressing
the problem of improving HC financial management from a
regional perspective. The steps involved in arriving at these
strategies are as follows:

- Collect baseline information on the level of financial
management in 10 countries.

- Conduct needs/constraints analysis in 4 to 5 countries.

- Develop data btase on financial management activities in
10 countries.

- Evaluate successes/failures of other financial
management activities

- Identify potential activities of both a regional and
country specific nature.

- Prepare country specific long-term strategies for the
countries assessed.

- Prepare long-term LAC Bureau strategy.

4., Personnel Requirements: The contractor will be
expected to provide long- and short-term personnel with the
following types of capabilities and expertise. This list is
not inclusive but rather, representative of the kinds of skills
required.

a. Project Coordinator
The position requires an experienced manager who has
successfully planned and implemented long- and short-term
projects, programs and activities to improve public sector
financial management capabilities. This individual should have
a demonstrated ability to work with counterparts and to
identify and manage personnel.

by. Accounrants and Auditors

Personnel proposed to work in these arcas must be experienced
in public sector eftectiveness and efficiency auditing, design
and implementation ot accounting and auditing procedures and
systems, internal control, supervision analysis and
cost~control techniques, financial reporting, etc.

C. Financial Analyst

These positions tequire qualified individuals experienced in

various analytical techniques, zero based and program

budgeting, the utilization ot financial information in

decision-making, debt management, etc. €
AN
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d. Public Sector Management Consultants

These specialists should be qualified in human resource
development, automation, policy analyses, etc.

e. Conference and Seminar Leaders
£. Trainers

Curriculum development specialist, on-the-job trainers,
organizational development experts, etc.

C. Specific Contractor Tasks

The contractor will be required to carry out the following
tasks.

1. Sub-Project Activities

a. Symposiums

The contractor will hold three sub-regional introductory
symposiums, one each in Central America, South America, and the
Caribbean. FEach symposium will be for two days and will
beattended by approximately 25 participants each. The
contractor will be responsible for selecting participants with
the concurrence or advice of the individual country Missions.
The purpose of the symposium is to introduce the project to top
level government officials in order to gain their support and
participation.

b. Task Force Mectings

The contractor will hold 15 two-day sub-regional Task Force
meetings during the life of project (LOP). The purpose of the
Task Force 1s to provide an interactive information exchange
program with representatives of all countries in the region.
Countries will name 2 or 3 members of the Task Force to meet
approximately every nine months. The first meetings will take
place in December 1988.

C. Senior Level Training

The contractor will conduct 9 three-day sub-regional training
sessions for approximately 25 participants each. Participants
will be upper or senior level HC officials. Training will be
conducted in areas such as effectiveness and efficiency
auditing, use and development of auditing and accounting
standards, financial analysis techniques, utilization of
financial information in decision making, general management
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and perscnnel as they relate to financial iwranagement, methods
of monitoring and controlling activity costs, budgeting, and
financial reporting. Actual selection of courses will be
recommended by the contractor and approved by the project
officer. Courses should use & combination of lectures and case
models, lLatin American real cases should be used to the extent
possible.

d. Technical Assistance Support to Missions and

Host-Countries

The contractor will be expecled to provide both Missions and
HCs with technical assistance in the design or evaluation of
country specific financial management activities. Concurrence
of the project officer will be required for tLhese activities.
The contractor should plan to provide up to 23.5 person months
of U.S. technical assistance, from either short term
intermittent staff or utilizing full time project staff, and up
to 12.5 person months of local professional services. This
level of effort will include design and evaluation of specific
activities which will be funded under the project, but not
under this proposal.

2. Strategy Development

a. Baseline Information on Financial Management
Performance

The contractor is to develop a methodology for quickly
evaluating the financial management performance of HCs. The
purpose of collecting the baseline information is to have a
benchmark against which to measure progress. The methodology
must be simple and casy to utilize so that countries themselves
can measure their own progress in the future and compare with
past results. The methodology will be presented to the project
officer for approval.

The contractor and the project officer will identify 10
countries in which to collect baseline data using the above
methodology. The actual data collection will be carried out by
local professional staff.

b.  Conduct Country Assessments

The contractor will develop a mwethodology for identifying the
constraints to tmproving HC financial management, identifying
the needs to overcome the constraints, and development of a
long-term strategy for the country. The methodology must be
able to be used throughout the region with minor country
specific modifications. This is to assure that others can use
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the same methodology in other countries and obtain comparable
results. The methodology will be approved by the project
office..

The contractor and project officer will select the countries to
be assessod.  Preliminary indications are that the following
countries will be included, Colombia, Costa Rica, Dominican
Republic, and Bolivia.

The contractor will carry out 4 o1 S country assessments using
local professionals for most of the work. The contractor will
prepare a repoirt containing results of the assessment,
including identification of constraints and needs, preliminary
identification of possible activities Lo initiate early on, and
a long-teim strategy for the countiy.

The long-term strategy can be delayed until the contractor has
conducted several assessments and has had a chance to evaluate
some other financial management activities. In any case,
strategies should be modified during the life of the project as
additional evaluative data is gathered.

Financial Management, Data Base

In the ten countries selected for baseline data collection, the
contractor will collect information on all financial management
activities being carried out by A.1.D., other donors or the HC
itself, either as direct financial management activities or as
part of other projects. The data base will contain sufficient
information to identify aclivity cost, beneficiaries, purpose,
types of activities, funding type and source, baseline
information available, evaluation information, and indicators
of success or fatlure.

The manner in which the data base is kept and the type of
information collected must keep in mind the objective of
measuring activity performance in relation to overall HC
financiai ranagement, not necessarily attainment of the
individual activity goal or puipose.

Before proceeding the contractor will present the methodology
to the project officer four approval.

d. Evaluation ot Other FM Activities
The contractor will develop a methodology, Lo be approved by
the project officer, to selectively ovdaluate the activities
identified in the data base. The purpose is to provide
information as to lessons ledrned in the area of financial
management which can be used as an additional tool in
developing more informed long-term stralegies.
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The contractor will carry out evaluations in accordance with
the approved methodology. This will be an ongoing activity and
for this reason requires a periodic review of develeped
long-term country specific or LAC Bureau strategies based on
more current information.

e. Identification of Potential Activities

Throughout the life of the project the contractor will be
responsible for identifying and writing up potential financial
management activities of elther a country specific or regional
nature. This will not require a full design effort. The
extent of effort will be similar to an A.I.D. concept paper.

Activities which Lhe contractor believes should be immediately
funded under this project will receive priority attention.
Information on other activities can be provided directly to the
Missions, HCs, or the project officer as the contractor deems
appropriate. No extensive design work is contemplated underx
the contract except as mentioned in section IIT A 4. above.

£. Prepare LAC Bureau Strategy

As soon as possible, but in no case later than 18 months after
contract start up, the contractor will provide & preliminary
LAC Bureau Strategy for 1mproving HC financial management
Lhroughout the region. The strategy will take into
consideration existing activities, other donor resources and
interest, the relative importance placed on financial
management by HCs, A.I.D.,and other donors, and of course, the
results of the contractors analyses. The keynote in this as
well as the country specific strategies is realism;, not
idealism.

The contractor will revise the LAC strategy at least every six
months and will present a final strategy document at the end of
the contract period.

C. Reports

The contractor will be cequired to present the following
reports in addition to any submissions identified above not
included herein.

- A semi-annual implementation plan will be presented for
project officer concurrence within one month ot start up,
and each 6 months thercafter at the contracl anniversary
date.
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- A quarterly reporkt outlining accomplishments to date as
measured against targeted performance, major problems, and
recommended changes in performance targets. The report
will include a financial summary in a format to be
determined by the project officer.

- An annual report which will expand on the normal
quarterly format, provide a self evaluation of project
progress toward accomplishment of project objectives,
purpose, and goals, and recommend any restructuring of the
general project format.

Deliverables

The contractor will provide to A.I.D. the following documents:

- Three final sub-project designs

- A final revised methodology for measuring HC financial
management performance.

- A tinal revised methodoloygy for conducting HC
needs/constraints analysis and the development of
long-term country strategies.

- A final revised methodology for maintaining and
expanding the data base on financial management activities.

- A final revised methodology for evaluating the success
of different interventions in improving overall HC
financial management.

- A final revised LAC Bureau Strategy for improving HC
financial management.

W



EVALUATTON CRITERIA

Considerable weight will be given to the cost proposals. The
following factors will be used in evaluating the technical
merit of responses to the RFP.

All staff proposed for work in Spanish speaking countries must
have at least the equivalent of 3+ on the FSI Spanish language
scale.

Professional Quality of Proposed Staff
(40 points)

In order to generate the necessary support for improving HC
financial management at scnior levels, proposed staff must have
the highest professional standing, should have prior overseas
work dealing at senior levels, and have experience in public
sector financial management in developing countries. The
resume of the contractor's proposed project coordinator should
be included in the response. Other proposed long-term U.S.
personnel should be included as well.

The contractor must have the ability to provide short term
assistance in a variety ot fields as identified above.
Possible short term cendidaltes available to the contractor in
the above fields shoutd be included in the response.

Experience with Local Professional Firus
(20 points)

The successful candidate must be able to describe its
experience in supervising the work of non-U.S. ftirms in
developing countries and demonstrate how the successful
candidate would locate and approach the management of such
firms. The proposed relationship between the contractor and
the local professional irms should be described.

The successtul implementation of the project within the tightly
scheduled iwmplementation plan will depend to a large degree on
the working relationship with the local professional {irms and
their professional competence. Critical aspects of the
relationship wili be flexibility, adaptability, and the
exercise of control over the staff and product of the local
firm. An ad hoc¢ or head hunter type approach would delay the
implementation of the project if new contractual arrangements
had to be made for each activity.
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A.1.D. PROJECT STATUTORY CHECKLIST

Introduction

The statutory checklist is divided into three parts:
5C(1) - Country Checklist; 5C(2) - Project Checklist; and
5C(3) - Standard Item Checklist.

The Country Checklist, composed of items affecting the
eligibility for foreign assistance of the country as a whole,
is to be reviewed and completed by AID/W at the beginning of
each fiscal year. In most cases responsibility for
preparation of responses to the country checklist is assigned
to the desk officers, who would work with the Assistant
General Counsel for their region. The responsible officer
should ensure that this part of the checklist is updated
periodically. The checklist should be attached to the first
PP of the fiscal year and then referenced in subsequent PPs.

The Project Checklist focuses on statutory items that directly
concern the project. Although the project checklist should be
reviewed and completed in the field, information should be
requested from Washington whenever necessary. A completed
project checklist should be included with each PP; however, i
the 1ist should also be reviewed at the time a PID is prepared
so that legal issues that may bear on project design are
identified early.

The Standard Item Checklist is intended as a working tool,
rather than for inclusion in a project paper. It provides
condensed coverage, in checklist form, of statutory matters
routinely covered in the project agreement (e.g., 50/50
shipping). Items from this list should be noted in the PP or
added to the project checklist when they warrant special
treatment or concern.

The country and project checklists are organized according to
categories of items relating to Development Assistance, the
Economic Support Fund, or both.

These Checklists include the applicable statutory criteria
from the Foreign Assistance Act of 1961, as amended ("FAA™),
the International Security and Development Cooperation Act of
1981 ("ISDCA of 1981"), the International Security and
Development Cooperation Act of 1985 ("ISDCA of 1985"), the
Special Foreign Assistance Act of 1986, the Anti-Drug Abuse
Act of 1986 ("Drug Act"), the FY 1988 foreign Assistance
Appropriations Act (enacted in the Ft 1988 Continuing
Resolution ("FY 1988 Continuing Resolution")), and the Foreign
Relations Authorization Act for FY 1988 and FY 1989 (the
“State Authorization").

B
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These Checklists do not list every statutory provision that
might be relevant, but are intended to provide a convenient
reference for provisions of relatively great importance or
general applicability.

Space has been provided at the right of the Checklist questions
for responses and notes.

Extra copies of the appendix may be requisitioned from
M/SER/IRM/PE for use in project development and drafting.



5C(1) - COUNTRY CHECKLIST

Listed below are statutory criteria applicable

to:

(A) FAA funds generally; (B)(1l) Development

Assistunce funds only; or (B)(2) the Lconomic
Support Fund only.

A. GENERAL CRITERLA FOR COUNTRY

ELIGIBILITY

l.

ne
.

FY 1988 Continuing Resolution Sec. 526. N/A

Has the President certified to the
Congresy thut the government of the
recipient country is failing to tuke
adequate measures to prevent uarcotic
drugs or other controlled substances
which are cultivated, produced or
nrocessed illicitly, in whole or in pert,
in such country or truansported through
such country, from being nold illegally
within the jurisdiction of such country
to United States Government personnel or
their dependents or from entering the
United States unlawfully?

FAA Sec. 481(h). (This provision applies N/A
to assistance of any kind provided by
grant, sale, loun, leuse, credit,
guarunty, or insurance, except assistance
from the Child Survival Fund or relating
to international narcotics control,
disaster and refugee relief, or the
provision of food or medicine.) If the
recipient is a "mujor illicit drug
producing country" (defined us a country
producing during a fiscal year ut least
five metric tons of opium or 500 metric
tons of coca or murigjuana) or a "major
drug-trangit country" (defined us a
country that is a significant dirvect
source of illicit drugs significantly
affecting the United Utates, through
which such drugs are transported, or
through which significant sums of
drug-related profits ure laundered with
the knowledge or complicity of the
government), has the President in the
HMurch 1 International Nurcotics Control
Strategy Report (INSCR) determined and
certified to the Congress (without

Annex B.2. page 3



Ammex B.2. page )

Congressional enactment, within 30 days
ot continuous session, of a resolution
disapproving such a certification), or
has the President determined and
certified to the Congress on any other
date (with enactment by Congress of a
resolution approving such certification),
thut (&) during the previous yeur the
country has cooperated tully with the
United Stutes or tuken adequute steps on
its own to prevent illicit drugs produced
or processed in or transporied through
such country from being transported into
“he United Stutes, and to prevent and
punish drug profit laundering in the
country, or bthat (b) the vital nationwl
interests of the United Stategs require
the provision of such ussistance?

Drug Act Sec. 2U13. (This section N/A
applies to the same categories of
assistunce subgect to the restrictions in
FAR Sec. 481(h), above.) 1f recipient
country is a “wajor illicit drug
produciiy; country” or "major drug-transit
country” (as defined for the purpose of
FAA Sec 481(h)), hus the President
submitted a report Lo Conpress ligting
such country as one (a) which, as a
matter o goverument policy, eleourapes
or facilitates the production or
distribution of 1illicit drugs; (t) in
which any senior official of the
govermment engapes in, encourapes, or
facilitutes the production or
distribution of illegnl drugs; (c) in
which any member or a U.S. Government
agency has sut'fered or been threatened
with viclcice inflicted by or with the
complicity of any government ofticer; or
(d) which fails to provide reasonable
cooperation to lawful activitieg of U.S.
drug enforcement agents, unless the
President has provided the required
certification to Congress pertaining to
U.S. national interests und the drug
control und criminal prosecution efforts
of that countryy

oA



Fhd Sec. 620(c). 1f agsistance is to a
government, is the government liable as
debtor or unconditional guarantor on any
debt to a U.S. citizen for goods or
gervices furnished or ordered where (a)
such citizen has exhausted available
legal remedies end (b) the debt is not
denied or contested by such government?

FAA Sec. 620(e)(1). Lf assistance is to
a government, has it (including any
government ugencies or subdivisions)
taken any action which has the effect of
nationulizing, expropriating, or
otherwise scizing ownership or control of
property of U.5. citizens or entities
beneficially owned by them without taking
steps to discharge its obligations toward
such citizens or entities?

FAA Secs. 620(a), 620(r), 620D; FY 1988
Continuing Resolution Sec. 512. 1Is
recipient country a Communist country?

If so, has the President determined that
sssistance to the country is vital to the
gecurity of the United Ltates, that the
recivient country is not controlled by
the internationul Communist conspiruacy,
and thut suca assistance will further
promote the independence of the recipient
country frowm international communism?
Will wssistunce be provided directly to
Angola, Cumbodia, Cubu, lraq, Libya,
Vietnam, South Yemen, lran or Uyria?

Will assistunce be provided to
Afphunistan without a certificution?

WAL Sec. 620(j). Hus the country
permitted, or failed to tuke adequate
measures to prevent, damuge or
destruction by mob action of U.u.
property?

FAA Sec. 620(1). Has the country fauiled

to enter into an investment guarvaniy
apreement with OPLC?

N/A

N/A

N/A

N/A

N/A
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10.

1.

12.

FAA Sec. 620(0); Fishermen's Protective

Act of 1967 (as amended) Sec. 5. (&) lus

the country seized, or imposed uny
penalty or sanction against, any U.S.
fishing vessel because of fishing
activities in international waters?
(b)NNIL so, hus any deduction required by
the Fishermen's Protective Act been made”

FAA Sec. 620(q); FY 1988 Continuing
Resolution Sec. 518. (a) Has tb~
government of the recipient country been
in default for more than six months on
interest or principal of any loun to the
country under the FAA? (L) llas the
country been in default for morc thun one
vear on interest or principal on any U.S.
loan under & program for which the WY
1988 Continuing Resolution appropriates
funds?

FAA Sec. 620(s). 1f contemplated

assistance is development loan or to come
from Economic Support Fund, hus the
Administrator taken into uccount the
percentage of the country's budget and
amount of the couniry's foreign exchange
or other resources spent on militury
equipment? (Reference may be made to the
annual "Taking Into Consideration" memos
"Yes, taken into account by the
Administrator at time of approvul of
Agency OYB." This approval Ly the
Administrator of the Operational Year
Budget cun be the basis for an
affirmative unswer during the fiscal year
unless significant changes in
circumstances occur.)

FAA Sec. 620(t). Has the country severed

diplomatic relations with the United
States?” 1If so, have relations been
resumed and have new bilateral assistance
agreements been negotiated and entered
into since such resumption?

N/7A

N/A

N/A

N/A
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13.

1y,

15,

16.

17.

18.

FAA Sec. 620(u). What is the payment
status ol the country's U.N.
obligations? If the country is in
arrears, vere such arrearages taken into
account by the A.I.D. Administrator in
determining the current A.1.D.
Operational Year Budget? (Reference may
be made to the 'faking into Consideration
memo. )

FAA Sec. 620A. Huy the President
determined that the recipient country
grants sanctuary from prosecution to any
individual or group which has committed
an uct oi international terrorism or
otheruise supports international
terrorism?

FY 1988 Continuing Resolution Sec. H76.
Has the country been placed on the list
provided for in Section 6(j) of the
Export Administration Act of 1979
(currently Libya, Iran, South Yemen,
Syria, Cube, or North Korea)?

ToDUA of 198Y See. HH2(b). Has the
355?6i237“0f Gtate determined that the
couantry iy o high terrorist threut
countiry «lter the Lecretary of
Transportetion has determined, pursuant
to seclion 1115(e)(2) of the lederal
Aviation Acw ol 1958, that an airport in
the couniry does not maintain and
adminicter eftfcctive security measures?

PAA Sec. 666(b).  Does the country

nautionzl origin or uex, to the presence
of any ofticer or employee of the U.S.
who iy present in such country to carry
out economic development programs under
the MAAT

FAA Uecs. OLY, LU, Hay the country,
after August 3, 1977, delivered to any
other countey or received nuclear
enrichment or reprocessing equipment,
matevials, ov technology, without
gpucificd vrrangements or safepuards, and
without wpecial certification by the
President? Has it trunsferred o nuclear
explosive device to w non-nucleur weapon
state, cor 10 such a stete, either
received or detonated o nuclear explosive
device? (FAA Sec. 020K permits a special
waiver of Sec. 609 for Pukistun.)

N/A

N/A

N/A

N/A

N/A

N/A
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19.

20.

2l.

23.

FAA Sec. 670. If the country is a

non-nuclear weapon stute, has it, on or
after August 8, 1985. exported (or
attempted to export) illegally from the
United States any material, equipment, or
technology which would contribute
significantly to the ability of a country
to manutacture u nuclear explosive device?

ISDCA of 1981 Sec. 720. Was the country
represented at the Meeting of Ministers
of Foreign Affuairs and Heads of
Delegations of the Non-Aligned Countries
to the 36th General Assembly of the U.N.
on Sept. 25 and 28, 1981, and did it fail
to disussociate itself from the
communique issued? 1f so, has the
President taken it into account?
(Reference moy be made to the Taking into
Consideration meno.)

FY 1988 Continuing Resolution Sec. 528.
Has the recipient country been determined
by the President to have enpgpged in a
consistent pattern of opposition to the
foreign policy of the United Utates?

FY 1988 Continuing Resolution Sec. bH13.

Has the duly elected Heud of Government
of the country been deposed by military
coup or decree? 1f assigtance has been
terminuted, has the President notified
Congress that a democratically elected
government has taken oftf'ice prior to the
resunption of assistance?

FY 1986 Continuing Resolution Sec. bH43.
Does the recipient country fully
cooperate with the international refugee
assistance organizutions, the United
States, and other governmeuts in
facilitating lasting solutions to refugee
situations, including resettlement
without respect to race, sex, religion,
or national origin?

N/A

N/A

N/A

N/7A

N/A
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B. FUNDING SOURCE CRITERIA FOR COUNTRY

BLIGIBILIYY
1. Development Assistance Country Criteris

ne

FAA BSec. 116. Hag the Department of N/A
State determined that this government huas

engaped in o consistent puttern of gross
violationg of internationally recognized

human rights? 11" so, 2un it be

demonstruted that contemplated ussistance

will directly benetfit the needy?

FY 1488 Continuing Kesolution Sec. H38. N/A
Has the President certified that use of
DA funds by tinis country would violate
any ol the prohibitions agauinat use of
fundis to pay tor the performuce of
abortions as a method of family planning,
to motivate or coerce any person to
practice abortions, to puy for the
performunce of inveluntury sterilization
as o methicd of fumily planning, to coerce
or provide wny tinancial incentive to any
person o under; o sterilizations, %o puay
for any biomeiicel research which
relatcs, in whole or in purt, to methods
of, or the yoelormance ofy abortions or
involuntury sterilization us a means of
tamily proanuing?

Beonomic upport fund Country Criteria

PAA Dee. H02B. llus it been determined N/A
that the country has cngaged in a

consistent pattern of gross violations of
interantionally recognized human righta?

1t so, has the President found that the

country made such gipgnitficant improvement

in its huwan rights record that

furniching such assictuance is in the U.S.

national interest?

PY 1988 Continuing Resolution Sec. H49Y. N/A
lHus +#his country met 1ts drug eradication

tariets or otherwise taken signiticant

gteps to halt illicit drug production or
trafficking?

Annex B.Z. page 9
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5C(2) - PROJECT CHECKLISY

Listed below ure statutory criteria applicable
to projects. ‘'This section is divided into two
parts. Part A includes criteria applicable to
all projects. Part B applies to projects funded
from specific sources only: B(L) applies to all
projects funded with Development Assistance;
B(2) applies to projects funded with Development
Assistance louns; and B(3) applies to projects
funded from LsP.

CROSS REFERBNCBS: 15 COUNYRY CHBECKLIOT UP WU
DATE? HAS STANDARD I¥EM
CHECKLISY BLEIN KLEV1LWED FOR
THIS PROJECTY

A. GENERAL CRITER1A FOR PROJECY

1. FY 1988 Continuing Resolution Sec. H23;
FAA Sec. 034A. If mouncy is sought to
obliguted for an activity not previously
justified to Congress, or for an amount
in excess of amount previously Jjustified
to Congress, has Congress been properly
notified?

2. FAaA Sec. 011(a)(1l). Prior to an
obligation in excess of 500,000, will
there be (a) engineering, tinancial or
other plans necessary to curry out the
assisctance, and (b) a reasonubly firm
estimate of the cost to the U.s. of the
agssistunce?

3. FAA Sce. 611(a)(2), 11 lepislative
action is required within recipient
country, what ig the basis for a
reagonable expectation that such action
will be completed in time to permit
orderly accomplishment of the purpose of
the assistance?

Annex B.2. page 10

Will be presented in an FY
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a)Yes
b)Yes
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5.

FAA Sec. 0611(b); FY 1968 Continuing
Resolution Sce. »01. It progject is for
water or water-related lund resource
construction, have benefits svnd costs
been computed to the extent practicable
in accordance with the principles,
gtandards, and procedures established
pursuant to the Water Resources Planning
Act (42 U.5.C. 1962, et seq.)? (See
A.I.D. Handbook 3 for guidelines.)

FAA Sec. 611(¢). Lf progect is cupital
assistance (e.g., construction), and
total U.5. assistance Lor it will exceed
$1 million, has Mission Dirvector
certitied and Regionul Assistunt
Administrator taken into consideration
the country's capnbility to meintain and
utilize the project effectively?

FAA Sec. 209. 1Is project susceptible to
execution =8 part of regional or
multilateranl project? It so, why is
project rot so executed? Intormation and
conclusion whether assistunce will
encouragz regional development programs.

FAA Sce. 60L(w) . Informuation and
conclusions on whether projects will
encourage cliorts of the country to:
(w)lincreese the flow of international
trude; (b) fuster private initiutive and
competition; (e) encourange development
and use of cgoperatives, credit unions,
and savings aud lown ussociations;
(d)lUdiscouruge monopolistic practices;
(e¢) improve technical efficiency of
industry, sgriculture und commerce; and
(f) «irengthen free labor unions.

FAA Cec. HUL(DL).  Informution and
cenclusiong on how project will encourage
U.S. private ftrade wod investment abroad
and cucouragze private U.S. participation
in fereign assistance programs (including
use of private trade channels and the
gservices of U.0. private enterprise).

FAA Secs. 612(b), 636(h). Deecribe steps
taken to wssure that, to the maximun
extent possible, the country is
contributing local currencies to meet the
cout of consractual and other services,
and foreign currencies owned by the U.U.
are utilized in lieu of dollars.
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N/A

N/A

This is a latin America and
the Caribbean regional
progject which will
encourage the sharing of
financial management
experience among HG
participants.

This project will result in
more efricient financial
management of governments'
monies in La%in America and
the Caribbean region.

N/A

Host countries will
contribute to the extent
possible.



].O.

lll

12.

13.

FAA Sec. 612(d). Doeg the U.S5. own N/A
excess foreign currency of the country

and, if so, what arrangements have been

made for its reieuse?

PY 1988 Continuing Resolution vec. H2l. N/A
If assistance is for the production of

any commodity for export, is the

commodity likely to be in surplus on

world markets at the time the resulting

productive capacity becomes operative,

and is such assistance likely to cause

substantial injury to U.Y. producers of

the same, similar or competing coumodity?

FY 1988 Continuing Resolution vec. 5H53. No
Will the assistance (except for prograw.s
in Caribueun Busin lbpitiative countries
under U.S. Tariff Schedule "ection 807,"
which &llows reduced tarifis on articles
assembled ubroad from U.S.-mude
¢components) be used directly to procure
feasibility studies, prefeasibility
gtudies, or project profiles of potential
investment in, or to assigt the
establishment of fucilities specifically
designed for, the manutaucture for export
to the United States or to third country
markets in direct competition with U.3.
exports, of textiles, appurel, footwear,
handbags, (lat pgoods (such as wallets or
coin purses worn on the person), work
gloves or leather wearing apparel?

FAA Sec. 119(5)(4)-(6). Will the a) No
assistunce () support training and b) No
education cslforts which improve the ¢) No
capacity ot recipient countries to d) No

prevent loss of biological diversity;
(b) be provided under a long-term
agreement in which the recipient country
agrees to protect ecosystems or other
wildlife habitats; (c¢) support elforts
o identify and survey ecosystems in
recipient countries worthy of
protection; or (d) by any direct or
indirect umeuns signiticuntly deprade
national purks or similaur protected areas
or introduce exotic plants or unimals
into suca ureas?
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1),

15.

16.

17.

18.

19'

FAA 121(d). 1f u Sahel project, has u
determination been made that the host
government has un ndequate system for
accounting for and controlling receipt
and expenditure ot project funds (either
dollars or local currency generated
therefrom)?

FY 1986 Continuing Resolution. 11
assistonce is to be made to a United
Stutes PVO (other than a cooperative
development organization), does it obtain
at leust 20 percent cf its totul unnual
funding for interrationul activities from
gources other than the United Ltates
Government?

PY Continuing Resolution Sec. Hil. If

agsistance is being made available to a
PVO, has that organization provided upon
timely request any document, file, or
record necessury to the auditing
requirements of A.I1.D., and is the PVO
registered with ALL.DVY

FY 1988 Continuing Resolution bec. L14.
1t funds are being obligated under an
appropriation anccount to which they were
not appropristed, has prior approval of
the Approprictions Committees of Congress
been ouLlgined?

FY Continuing Resolution Sec. blb. If
deob/reob authority is sought to Le
excrcised Ln the provision of assistance,
are the funds being obligated for the
sumc generul purpose, and for countries
within the same general region us
originully obliguted, and have the
Appropriations Committees of both Houses
of Conpress been properly notified?

State Authorization bec. 139 (as
interpreted by conference report). Hus
confirmution of the date of siguing of
the project agreement, including the
amount involved, bLeen cabled to State L/T
and A.L.D. LEG within 60 days of the
agreement's entry into force with respect
to the United States, aud hasg the full
text ol “he agreement been pouched to
those same offices? (See Handbook 3,
Appendix 6G for agreements covered Ly
this provision).

N/A

N/A

N/A

N/7A

N/A

N/A
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B. FUNDING CRITERIA FOR PROJECT

1. Development Assistance Project Criteria

b.

FY 1988 Continuing Resolution Sec.
552 (as interpreted by conference
report). TIf assistance is for
agricultural development activities
(specifically, any te<ting or
breeding feasibility study, variety
improvement or introduction,
consultancy, publication, conference,
or training), are such activities (a)
specifically and principanlly designed
to increase agricultural exports by
the host country to a country other
than the United States, where the
export would lead to direct
competition in that third country
with exports of a similar commodity
grown or produced in the United
States, and can the activities
reasonably be expected to cause
substantial injury to U.3. exporters
of a similar agricultural commodity;
or (b) in aupport of research that is
intended primarily to benetit U.S.
producers?

FAA Secs. 102(b), 111, 113, 281(a).
Describe extent to which activity
will (a) effectively involve the poor
in development by extending access to
economy at local level, increasing
labor-intensive production and the
use of appropriate technology,
diapersing investment from cities to
small towns and rural areas, and

Annex B.2. page 14

N/A

a) Indirectly the project,
by increasing
governments'financial
management efficiency, will
enable them to extend
resources more effectively
to the poor.

b) N/A

c) The project will



€.

insuring wide participation of the
poor in the benefits of development
on a sustained basis, using
appropriate U.S. institutions;
(b)fnelp develop cooperatives,
especially by technical assistance,
to assist rural and urban poor to
help themselves toward a better life,
and otherwise encourage democratic
priviate and local governmental
institutions; (c) support the
self~help efforts of developing
countries; (d) promote the
participation of women in the
national economies of developing
countries and the improvement of
women's status; and (e) utilize and
encourage regionnl cooperation by
developing countries.

FAA Secs. 10%, 103A, 104, 105, 106,
120-21. Does the project fit the
criteria for the source of funds
(functional account) being used?

FAA Sec. 107. Ts emphaasia placed on
ugse of appropriante technolog)
(relatively smaller, cost-saving,
labor-using technologies that are
generally most appropriate for the
amall farms, small businesses, and
small incomes of the poor)?

FAA Secs. 110, 124(d). Will the
recipient country provide at least 25
percent of the coats of the program,
project, or activity with respect to
which the asaistuance is to he
furnished (or is the latter
cost-sharing requirement being waived
for a "relatively least developed"
country)?

FAA Sec. 123(b). If the activity
attempts to increase the
institutional cupabilities of private
organizations or the government of
the country, or if it attempts to
stimulate scientific and
technolngical research, haa it been
designed and will it be monitored to
ensure that the nltimate
beneficiaries are the poor majority?
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engender a high level of
financial responsibility
and control by the
governments themselves.

d) Implementation plans
will ensure that women will
receive full participation
in opportunities in all
project activities.

e) Project elements
encourage countries to
share financial management
techniques whenever
possible.

Yes

N/A

Required programming, to
the extent practicable,
will be provided by the
ccnperating countries with
contributions of 25% or
more of costs associated
with specific country
activities.

The project will contribute
to the long-term standard
of living of the poor
majority as governments
become more efficient
managers of their financial
resourcey, thereby
stretching the services
which favorably impact on
this group.

~

S .

~
[



FAA Sec. 281(b). Describe extent to
which program recognizes the
particular needs, desires, and
capacities of the people of the
country; utilizes the country's
intellectual resources to encourage
institutional development; and
supports civil education and training
in skills required for effective
participation in governmental
procesaes essential to
self-government,.

FY 1988 Continuing Resolution Sec.
538. Are uny of the funds to be uned
for the performance of abortions as a
method of family planning or to
motivate or coerce any person to
practice abortions?

Are any of the funds to be used to
pay for the performance of
involuntary sterilization as a method
of family planning or to coerce or
provide any financial incentive to
any person to undergo sterilizationg?

Are any of the funds to be used to
pay for any biomedical research which
relates, in whole or in part, to
methods of, or the performance of,
abortions or involuntary
sterilization as a mcans of family
planning?

FY 1928 Continuing Resolution. 1Is

the nssistance being made available
to any organization or program which
has been determined to support or
participate in the management of a
program of coercive abertion or
involuntary sterilization?

If assistance is from the population
functional account, are any of the
funds to be made available to
voluntary family planning projects
which do not offer, either directly
or through referral to or information
about access to, a broad range of
family planning methods and services?
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This regional project
responds to participants
needs, fortifying the HG
institutions' financial
management capacities which
will enhance the
participating countries'
self-reliance.

No

No

No

No

N/A






Annex B.2. page 18

or degraded; (f) conserve forested
watersheds and rehabilitate those
which have been deforested; (g)
support training, research, and other
actions which lead to sustainable and
more environmentally sound practicer
for timber harvesting, removal, and
procesuaing; (h) support research to
expand kuowledpge of tropical forests
and identify alternatives which will
prevent forest destruction, loss, or
degradation; (i) conserve biological
diversity in for«st areas by
supporting efforts to identify,
establish, and maintain n
representative network ol protected
tropical torest ecosystemn on a
worldwide basis, by makine the
estnblishment of protected arean a
condition of support for nctivities
involving forest clearance or
degradation, and by helping to
identify tropical forest ecosystems
and apecies in need of protaction and
establish and anintain appropriate
protected areas;  (j) seek to
incresse the awareness of 1.8,
government agencies and other donors
of the immedinte and long-term value
of tropical forests; «and (k)/utilize
the resources qaud abilities of all
relavant J.S. governuent sapgencies?

FAA Sec. 118(c)(1%). 11 the N/A
assistuance will support o program or
project significantly ulfecting
tropic-1 forests (ineluding projects
involving the planting of exotic
plant species), will the program or
project (a) be based upon careful
analysis of the alternativen
available to achieve the begt
sugtainable use of the land, and
(b)/take full account of the
environmental impacts of the proposed
activities on bhiological diveraity?




FAA Sec. 118(c)(14). Will assistance
be used for (a) the procurement or
use of logging equipment, unless an
environmental assesament indicates
that all timber harvesting operations
involved will be conducted in an
environmentally sound manner and that
the proposed activity will produce
positive economic benefits and
sustainable forest management
gystems; or (b) actions which will
gignificantly degrade national parks
or similar protected areas which
contain tropical foresats, or
introduce exobtic plants or animals
into such areaa?

FAA Sec. 118(c)(15). Will assistance
be used for (a) activities which
would result in the conversion of
forest lands to the rearing of
livestock; (b) the construction,
upgrading, or maintenance of roads
(including temporary haul roads for
loggeing or other extractive
industries) which pass through
relatively undegraded forest lands;
(¢) the colonization of forest lands;
or (d) the construction of dams or
other water control structures which
flood relatively undegraded forest
lands, unless with respect to each
gsuch aclivity an environmental
anscnsment indicates that the
activity will contribute
aignificantly and directly to
improving the livelihood of the rural
poor and will be conducted in an
envirommentally sonnd manner which
gupports suatainable development?

FY 1988 Continuing Resolution If
aussistance will come from the
Sub-Saharan Africa DA account, is it
(a) to be used to help the poor
majority in Sub-Saharan Africa
through a process of long-term
development aud economic growth that
is equitable, participatory,
environmentally sustainable, and
gelf-reliant; (b) being provided in

N/A
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accordance with the policies
contained in section 102 of the TAA;
(c) being provided, when conistent
with the objectives of such
assistance, through African, United
States and other PVOs that have
demcnstrated effectiveness in the
promotion of local grasuroots
activities on behalf of long-term
development in Sub-Saharan Africa;
(d) being used to help overcome
shorter-term constraints to long-term
development, to promote reform of
gectoral economic policies, to
support the critical gsector
priorities c¢f agricultural production
and natural resources, health,
voluntary family planning services,
education, and income generating
opportunities, to bring about
appropriate gectoral restructuring of
the Sub-Saharan African economies, to
support reform in public
administration and finances and to
establish a favorable environment for
individual enterprise and
self-sustaining development, and to
take into account, in assisted policy
reforma, the need to protect
vulnerable groups; (e) being used to
inecrease apricultural production in
ways that protect and restore the
natural resource bhase, cspecially
food production, to maintain and
improve basic tranaportation and
commmication networks, to maintain
and restore the natural resource base
in w#ays that increase agricultural
production, to improve health
conditions with special emphasis on
meeting the health needs of mothers
and children, including the
establishment of self-sustaining
primary health care syastems that give
priority to preventive care, to
provide increased acceas to voluntary
family planning services, to improve
basgic literacy and mathematics
especially to those ontside the
formal educational gystem and to
improve primary education, and tc
develop income-generating
opportunities for the unemployed and
underemployed in urban and rural
areas?
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Project Authorization

Name of Country: LAC Regional
CA Regional

Name of Project: LAC Financial Management
Improvement

Numbers of Project: 598-0685 (LAC Regional)
597-0037 (CA Regional)

1. Pursuant to Sections 103 and 106 of the Foreign Assistance Act
of 1961, as amended, I hereby authorize the LAC Financial
Management Improvement Project for the Latin America and the
Caribbean region involving planned obliagtions of nct to exceed
Four Million One Hundred and Twenty-nine United States Dollars
($4,129,000) in grant funds ("Grant") over a three and one-half

(3 1/2) year period from the date of authorization, subject to the
availability of funds in accordance with the A.I.D. OYB/allotment
process, to help in financing the foreign exchange and local
currency costs for the project. The planned life-of-project is 37
months from the date of initial obligation.

2. The project ("Project") consists of assistance to countries in
the LAC region to assess the constraints to improving financial
management, identify solutions and implement sub-activities in
Latin America.

3. The Project Agreement(s), which may be negotiated and executed
by the office to whom such authority is delegated in accordance
with A.I.D. Requlations and Delegations of Authority, shall be
subject to the following essential terms and conditions as A.I.D.
may deem appropriate.

a. Source and Origin of Commodities, Nationality of Service

(Grant)

Commodities financed by A.I.D. under the Grant shall have their
source and oricin in the United States, except as A.I.D. may
otherwise agree in writing. Except for ocean shipping, the
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suppliers of commodities or services financed under the Grant
shall have :the United States as their place of orgin, except s
A.I.D. may otherwise agree in writing. Ocean shipping financed by
A.I.D. under the grant shall be financed only on flag vessels of

the United States, except as A.I.D. may otherwise agree in writing.

b. Waiver

I hereby approve a source, origin and nationality waiver from
A.I.D. Geographic Code 000 to the countries included in A.I.D.
geodraphic Code 941 to permit the procurement of commodities and

services.

Assistant Administrator
Latin America and the Caribbean

Date

Clearances:

LAC/DR/CEN:DBoyd Date
LAC/DR:JEvans Date
LAC/DR:TBrown , - Date
LAC/DP:Wheeler - Date e
GC/LAC:GDavidson_____ ~ Dpate
DAA/LAC:MButler__ ~____Date

LAC/DR/CEN:RWhelden:pb:6/8/88:X75263:#00290
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AGENCY FOR INTERNATIONAL DEVELOPMENT
WASHINGTON D C 20523

ENVIRONMENTAL

Project Loucalion

Project Title

Project Humber
Funding

Lite of Project

ikE Prepared by

Recommended ‘Threstola bDecision
Burcau Threshola Qﬁﬁiﬁigﬂ
Comment s

Copy Lo

Copy Lo
Copy Lo

Copy tuo

LAC-{EE-85-1

THRESHOLD DECISION

¢ LAU Regional

: Regional Financial Management
[mprovement

HYy-0ouLy

$3.1249 Hillion

: 4 yuedrs, L months

Melissa stephens
LAC/DR

Categorical sxclusion
Cconcur with rRecommendation

: Nohu

Terrence J. Brown, Director
ULl lce oL uvevelopment Resources

: Melissa stephens, LAC/DR
: Richard whelden, bLAC/DR

: it F1le

) [
e 4 Uenl ey pace JN 14
/ 7 !

James 5. dester

Chliet Environmental Utricer

Bureau tor Latin America
and Lhe Cariobean
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