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AGENCY FOR INTERNATIONAL DEVELOPMENT 
0 C 20523WASHINGTON 

AUG 10 1988 

ACTION MEMORANDUM FOR THE ASSISTANT ADMINISTRATOR (LAC)
 

nc e '
 
FROM: LAC/DR,Terre _ J. B.O.... 

LAC Regional Financial Management Improvement Project
SUBJECT: 

(598-0658/597-0037)
 

required to authorize a
Action Requested: Your approval is 


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.
 

to improve financial
Discussion: The project's purpose is 

This project


management in Latin America and the Caribbean. 

The first
on two concurrent tracks.
will be carried out 


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
 

The project will achieve the following major
in the region. 

outputs:
 

- Country specific sub-activities: Three to five 

test the effectiveness of various modesactivities, to 

implemented ($1,349,000).
of assistance designed and 


- Regional Sub-Activities to increase awareness and 

financial managers: three

capabilities of public sector 


symposiums, three functioning task forces, and nine
 

training sessions ($1,302,000).
 

Ongoing baseline data collection
 - Strategy Development: 
five country assessments carried out in five countries; 


and results being used by host-countries evaluations of
 

ongoing financial management activities
recent or 

improving


carried out in ten countries; LAC strategy for 

funding is
financial management is approved, and 


ten potential activities
provided to implement it; and 

(using host-country-owned local


for financing by HCs 


currency or other resources) and donors have been
 

identified ($1,479,000).
 

can be developed

The project takes the position that a strategy 


for a given country based on analysis and implementation of
 

have a continual incremental
 smaller activities which will 
 the
 
improving overall financial management 

in 

benefit to 
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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 results 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 hoc interventions is that the
 

proposed activities will be closely ionitored with a view
 

toward testing and modifying approaches directed toward
 

long-term financial management improveiments. 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 ztated 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
 
the direct responsibility
country-specific activities are not 


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
 
in-country
the project. This is because local firms know the 


readily provide many of the requisite
work environment and can 


skills. It is anticipated that the central contractor will
 
many of its activities.
draw on these skills to carry out 


These same skills will be essential to the successful
 

implementation of the specific country activities as well.
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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
 

the countries of the region.
management profession in 


HB 1, Supp B, Section 5D10 (a)(1)(d) provides

Authorit : 
 suppliers

that the nationality of privately owned commercial 


may be waived if procurement of locally available services
 
the foreign assistance
would best promote the objectives of 


(a)(6) provides the same criteria for
 
program. Section 5B4 


local procurement of commodities.
 

HB 1, Supp B, Section 5B4 (c)(1) and Section 5D10 (c) provide
 
source, origin
 

you the authority to issue a blanket waiver of 


to an entire project if the total
 
and nationality to apply 


is estimated
 
value of the procurements affected by the waiver 


The total value of procurements
not to exceed $5.0 million. 


under this project will riot be greater than $4.129 million.
 
issue this waiver given
have the authority to
Therefore, you 


that the use of local professional firms are intrinsic to the
 

success.
project and critical to its 


(DAEC)

The LAC Development Assistance Executive 

Committee 

June 17, 1988. The
 

reviewed and approved the project on 

the DAEC's decisions.
following is a sLimmary of 


A.I.D./W project management
-- Project Manacment: 
res-de with the LAC/Controller's office. responsibilities will 


the LAC Office of
 
Project backstopping will be provided by 


the
After considerable discussion on 
Development Resouirces. 

decided that all proposed
was
sub-activity approval process, it 


by the Project Committee. An
be reviewec
sub-activities will 
 relevant
 
Action Mejorandum will be prepared and cleared by the 


the Office of
and the Director of

LAC Bureau offices, 
 have approval
or his designee will
Development Resources 

authority for each sub-activity.
 

Contracting: In conformity with Agency policy, it was
 

be provided by an 8(a) firm
determined that the TA work should 

with the provision that sub-contracting with larger firms 
with
 

networks is to be encouraged. The
 
established international 


in detail, the administrative authority
 contract will specify, 

each party under the contract.
of 


The project design incorporated the
 -- Coordination: 
no
 

ofLAC Missions to ensure there would be 

recommendatEins 


efforts between this project and financial
 duplication of 


management improvement components of bilateral projects.
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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
 
This initial phase will also
 upon improving funds control. 
 or other
include an evaluation of 'lessons learned" from this 


the end of this phase, which is expected to
projects. At 

require some 24 months of implementation, A.I.D. and the
 

continuation of the
participating missions will decide on 


project and the appropriate balance between follow-on direct
 

imp3ct projects and strategy development, which would be
 

undertaken in Phase II. Total estimated financing for Phase I
 

Of this amount, fully 82 percent would be
would be $2,805,000. 

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 this phase).
 

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


phasing.
 

Notification of Congress: A Congressional Notification for the
 

July 13, 1988 and expired on July 27,
project went forward on 

1988.
 

That you approve the project by signing the
Recommendation: 

attached 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 of 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 for 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 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., host-countries (HCs), 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 tl.e [AC and CA Regional Education and
 
Human Resources (nHR) account. It's goal is to increase the
 
ability of Latin Amenrican governments to more efficiently
 
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 of: (1) 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
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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
 
Bureau has authorized and obligated an additional $495,000 with
 
the 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 manaqement
 

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 common 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
 
Knowledge which has been developed into a coherent and
 
systematic technique for 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, therefore undermining the importance of government
 
financial accountability.
 

Continuing constraints to adequate financial management in
 

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 managors.
 

This short list indicates that serious deficiencies exist. An
 
additional constraint, that of low salaty 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 developing 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 strategy. 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 I 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 from A.I.D. field 
Missions to the concept paper arid PrD 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 e2--ordance with
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sound accounting principles, and that financial control and
 

reporting of financial information is insufficient for sound
 

financial management and execution or development of HC
 
is the GAO
policies and strategies. Of particular note 


Report's finding that A.l.D. has not established a systematic
 

long-term approach to improving financial management
 
A..D.'s approach has either been
capabilities. It states that 


to include financial management as part of on overall public
 
or to include
administration or institution buildinq activity, 


financial management activities as a limited component of
 

Neither approach adequately
regular development projects. 

addresses the broader country wide issue.
 

a long-term program
The GAO recommended that- A.I.D. establish 


for financial management assistance. As part of that
 

recommendation the report :suggest-ed that the program should
 

"begin with a complete documentation of financial
 
management training ind technical assistance provided by
 

A.I.D. and other donors arid the identification of
 

developing countries not yet receiving adequate
 
assistance
 

This project will address, for the IAC Bureau, the
 

recommendation for a careful systematic approach to assessing
 

needs and constraints, identifying a long-teria 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 or country interest. Such direct
 
a particular
interventions, while someties targeted at 


problem, will be designed to have the greatest effect on
 

overall HC financial management. 

2. A.I.D. Inspector General Reports
 

reports have also consistently
A.I.D. Inspector General Audit 

identified weaknesses in .inancial 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.
 



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. 1
 
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 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 other regular devtlopment projects.
 
Such activities are frequently generated as a result of
 
institutional or administrat ive 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 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 guidance as to how such interventions
 
can best be designed to improve replicability and
 
sustainability.
 

3. Price WateLhouse Report
 

In 1987 A.I.D. commissioned Price Waterhouse to carry out a
 
global study and prepare a "Report )n Improving Host Country

Financial Manaqement". The report confirmed the findings and
 
general recommendations of the (,O reports, A.I.D./IG reports,
 
evaluations, and discussions with other donors. Many of the
 
recommendations are dirccted at Agency level actions necessary
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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
 
be followed by A.I.D. for improving HC
developing a strategy to 


financial management. The lack of adequate data in A.T.D. on
 

the subject of HC financial management precluded the
 
development of such a strategy. The report does lay out a
 

two-phase 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 and 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
 
that 	host-country
the conclusions reflected in other documents 


financial 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 eleven of 

the missions answering to the question of HC possible interest, 

responded positively. It appears that interest in improving 

financial management is receiving more attention and acceptance 

from 	both donors and HCs as well.
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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 striictural,
 
technical and personnel requirements and whicVh 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 3nd 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
 
benefiziaries will be the HC staff and managers who will be
 
better trained, better equipped, and able to perform their
 
responsibilities in a more professional arid 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 thei.r 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
 

I ( 
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addition, in areas where the private sector is basirg 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. In
 

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 lemand 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 Lhe 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
 

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

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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The second will be the development of a
sub-activities. 

long-term strategy for systematically improving financial
 

management. A central contractor will implement activities
 

under the strategy development component and the regional
 
Implementation of country-specific activities
sub-activities. 


are not the direct responsibility of the contractor and will be
 

obligated separately.
 

1. Implementation of Sub-Activities
 

Country Specific Sub-activities
a. 


encourage country specific activities which
The project will 

improving financial management
address a particular aspect of 


to
in a country. Financing is provided under this project 


implement three such discrete activities outside of the core
 

Its is expected that ten additional potential
contract. 

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.
 

this project will be closely monitored
Activities funded under 

by project staff and will be considered pilot projects, used to
 

interventions in the
test the effectiveness of different 

improving financial management.
long-term approach to 


inhibit
Obviously the short-term nature of this project will 


the evaluation aspect.
 

In response to both the Concept Paper for this project and the
 

PID, Missions submitted expressions of interest in both
 
in having specific activities
participating in the project and 


Possible project activities have
included under the project. 

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 of 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
 

its own. The selection of these two
is already moving ahead on 

countries is based on Mission responses to the PID for this
 

indicate interest
project. The responses from both countries 


by the HC and the Mission in participating in the project and
 

having specific activities started in their country.
 

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


has proposed a broad based project to establish specialized
 

units in his office operations for:
 



- EDP auditing
 

financial management training school
 - Public sector 


Public works auditing
-

and
 
- operational audits, including program results, 


economy and efficiency auditing
 

last item be
 
The Costa Rica Mission has proposed that the 


includes
this project since it also 

considered for inclusion in 


for the
to recommendations 
a diagnosis and study phase leading 

The proposal includes
 

financial management training school. 

a small amount of
for TA, training, and
requirements 


The total budget is estimated to be $508,000 with
 
equipment. 


in local currency, leaving
third being covered by the GOCR
one 
 the project.
for funding out of

approximately $338,000 


the Mission, and the Government of Colombia (GOC)
In Colombia, 

a country assessment. Implementation of
 have requested 

from the assessment will be funded and carried
 recommendations 


some short-term TA from
 out by the GOC. it is anticipated that 

the GOC in design


the principal contractor will be provided to 

such TA has been included
 of follow on activities. Funding for 


in the btidclet. 

be and
Other crwLtry .specific activities will identified 


work for the principal

designed is pa;]rt of the scope of 

implement activities is not 
contractor. Vunding to those 

will be obligated separately.the andincluded in contract 
i'nri will depend on selected contracting modes and

Implement 
the wishe. ; ft the pait icula, Mission. 

include:

Criteria tor selection of sub-activities will 


on assuring control of use-of-funds,- impact 
and commitment,- expressel HC interest 

- level of HC financial par-ticipatior., 
of the activity to developing- the likely benefit 

long-term strategies, ("lessons
methodologies and 

learned" potent i-it), 
- possih ility ot: replicaibility within HC, and 

to other: financial management activities - relationship 

ongoirig ill country.
 

assist a 
The Doninica:ir Republic had proposed an activity to 

management
small unit an the government develoP financial 

local uses. Total
procedures, Cor the monitoring of currency 

of activity $100 thousand. This type
estimated cost the is of 

is not considered appropriate for funding under th.s
 
activiLy 
 reasons are
criteria. The principal
project, given the above 

an
and unique activity focused on 
that it is a relatively small 

outside the mainstream of
 operation which is somewhat 
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to
government operations. It does not, therefore, appear 


present an opportunity to test the eftectiveness of
 
overall government financial
interventions in relation to 


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
 
link up with
into consideration the ability to identify and 


qualified local professional firms. A description of these
 
more
activities follows and is included in detail in the
 

These activities include:
Technical Analysis (Annex A.1). 


- 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
 
not part of this project
projects which are 


(1) Symposiums
 

Three symposiums are planned as an initial action under the
 

project. These symposiums would be held for each sub-region
 

Central America, South America, and the Caribbean) and
(i.e., 

would include approximately twenty five participants, five
 

from each LAC region country from government
representatives 

finance, planning, budget, controller and/or
entities such as 


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,
 

- outlive the purposes of this project and how each
 

country can benefit or participate,
 

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

received later), and 

- gain any insiqhts from HC senior personnel regarding
 

the improvement of HC financial management.
 

'J
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(2) Sub-regional Financial Management Task Forces
 

The project proposes to establish three sub-iegional 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
 
stub-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 malagers 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 t-ime and apptoximately nine will be held during the life
 

of the project.
 

Courses will cover tL.pics in effectiveness and efficiency
 

auditing, developing accounting and auditing standards,
 

financial analysis techniques, litilization of financial
 

information in decision iiaking, methods of monitoring and
 

controlling activity costs, budgeting, financial reporting,
 

etc. General management courses and personnel administration
 

would also be appropriate areas as they relate to financial
 
career
administration and the development and maintenance of 




- 14 ­

financial staff. Topics are illustrative and may vary with the
 
the focus will shift later


region. It is also anticipated that 

in from 	the assessments and
in the project as information flows 


evaluations.
 

The principal contractor should conduct the courses in
 
to the
principally an interactive mode, with lectures kept 


The contractor should have the capability and
minimum. 

experience to utilize relevant actual experiences from the
 

region and/or other developing countries. The use of
 
be the
artificial case studies can be useful but should not 


The contractor in its proposal will
principal teaching tool. 

a specific approach, and the responses w

411

be asked to suggest 


this area.
be evaluated partially on 


(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
 
twenty three and
the central contract and will consist of up to 


a half person months of U.S. technical assistance, from 
either
 

short-term intermittent staff or utilizing full time project
 
local
staff, and up to twelve and a half person months of 


these 	activities may be
professional services. Some of 

Others will be mission and
encompassed within this project. 


country responses to increased emphasis on improving HC
 

The benefits gained by involving the
financial management. 

technical advisors under this project will be:
 

in activities
sustainability even
- increased emphasis on 

which are elements of traditionally focused projects,
 

- establishment of regionally consistent baseline
 

information to measure progress,
 

the overall assessment
inclusion of such activities in
-

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
 

improving financial management
recent request to focus on 

and audit.
 

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

Specific Interventions
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as described in the
 
this heading,
All activities under 	 by the principal
be carried out
also to
Technical Analysis, are 	 firms to


of local professional
resources
contractor using the 	
These activities
 

supplement off-shore technical 
assistance. 


will include:
 

on the status of financial
 
baseline data 
- development 	of 
selected countries and the 

development

ten
management in 	 the information.
periodic updating of 
of a methodology for 


4-5 country assessments to determine the
 
- performance 	of 

improving financial management.
constraints to 


recent and ongoing
 
- identification and evaluation 

of 
so as to determine their
 

financial management activities 


in achieving long-term broad based benefits 
in HC
 

success 

financial management improvement.
 

assessed

long-term strategies for HCs 
- development 	of 


the LAC Bureau, directed at 
improving HC
 

and for 

financial management capabilities.
 

specific activities to be
 
- identification and design of this project, 	either
HCs outside of 
funded by donors or 


in natiure.
 
country specific or regional 


responsibilities using full
 
carry out his 
The contractor will 	 and
short-term advisors,
intermittent
time contractor staff, 	 The local
 

from local professional firms. 
staff
the services of 

four areas:
 

firms will be 	used principally in 


field work will be
 
baseline information,
- Collection of 

local professionals.

done almost completely by 


country assessments, approximately 
75
 

- Participation in 
from local
requirements will be 


percent of staff 


professionals
 

activities and
design of follow on 
-.Short-term TA in 

HCs in evaluating existing
missions
as: istalace to or 


financial management activities
 

for senior
courses 

Short-term sub-regional training


-

officials
 

an evolving
 
a long-term strategy will 

be 

The development of 	 The strategy developed will
 the project.
process throughout 
 to be applied
 

a specific step by step procedure
not be 	 long-term

every country. Rather the 


indiscriminately to 	 be applied

things, a methodology which can 


strategy will be two 
a systematic long-range plan
 

any given country to arrive at 

to 


A-1~ 
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for improving financial management, and also a long range
 

strategy to be used by che .AC Bureau to systematically and
 

rationally approach the problems of improving HC financial
 

management. The latter will also include the identification of
 
a
specific suggestions for immediate activities of either 


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
 
an
interventions taking place in a country selected for 


tend to disagree,
assessment. For example, since experts 

it would probably be counter productive to do an
 

already embarked on
assessment in Jamaica where they are 

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 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
 
lasting.
 

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 assessmeits. 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 live) in which a needs/constraints
 
assessment will be made. [n addition, it is 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 
an alysis. 

- 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. 

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 ,ill be included: Colombia; Costa Rica;
 
Dominican Republic; and Bolivia. Final selection of countries
 
will be made by the A.I.I). 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 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 be looked at during the assessment.
 

The exact: technique to be utilized by the contractor is not
 
The RFP for selection of the contractor will
predetermined. 


require the respondent to outline an approach to both country 

assessments and baseline data collection. This requirement 

will provide the selection committee with a basis [or 

determining the respondents's professional understanding of the 

problems and issues to be encountered in a project as critical 
to long-term development as this. 

c. Evaluation of Recent_arnd _Uno-n- _Financial 
MarlaAom~e n _Ac._tivit i es 

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-range 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 t:o 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 evaluations will be reviewed to 
determine the extent of erphas is placed on replicabi lity and 
sustainability of efforts to improve financial management:. The 
focus oL attention should be on what effect the project is 
having or has hid at the macro level of financial management. 
A project which :uccessfuIly trains staff, irstalls accounting 
controls and synwacms, and successfully attains the ohjective of 

accounting for in immunization project's funds may or may not 
have any long-tein financiaI management boenefits. 

From this exerci:;e,which is a co.ntinuing one, will come 
information which can be used t:o develop or modify long-term 
country or LAC Bureau sLLtK:ogies. 
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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 interventions, 

- considerations of the 
use of HC owned local cucrencies
 
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 
arid 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.
 

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.
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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
 
resLits of the evaluations, which will be done later in the
 
project, before starting the activity.
 

In addition, throughout the life of the project the contractor
 
will identify potaixtial 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 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 EstimLtes
 

The table below (IV.I) 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 nr 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 999
 
Country Specific 


964
 
Regional 


Long-Term Strategy Develop. 9
 
Baseline Data Collection 
 224
 
Country Assessments 


90
 
FM Activity Data Base 374
 
FM Activity Eval./Monitor. 
 220
 
Activity Identification 


Detail Strategy Develop. 
178
 

Home Office and
 
710
 

Unallocated Costs 
 200
 
Evaluation and Auditing 
 161
 
Inflation and Contingency 


4129
 
TOTAL 


10 percent

Inflation and contingency have been computed 

at 

Note: 


excluding country specific activities.
 per year, 


TABLE IV.2
 

PROJECTION OF EXPENDITURES BY FISCAL YEAR
( $ 000 ) 

FISCAL YEAR TOTAL
 

1578
1989 

1377
 

1991 

1990 

1174
 

4129
TOTAL 
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Projection of Obligations by Fiscal Year
 
($000)
 

FY 88 FY 89 FY 90 LOP
 

1075.0 2077.0
598-0658 EHRM. 600.0 402.0 


1000.0 947.0 2052.0
597-0037 EHR 105.0 


2075.0 1349.0 4129.0
Planned Total 705.0 


Country specific activities can be broken down into three items
 

at this time.
 

$389,000
Costa Rica 

$500,000
Unidentified 


Principal contractor support $110,000
 
$999,000
 

The principal contractor support line item included above
 
design, evaluation,
represents technical assistance provided in 


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 in 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.
 

- Nunber 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, Eee, and general
 
administrative costs.
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B. General
 

As can be seen from Table IV.l 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
 
(1)
unallocated costs are made up of the majority of the costs of 


a full time secretary, (2) the majority of the costs of the
 
(3) the cost of full time staff not
project coordinator, and 


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.
 

percent of project costs are directed
This demonstrates that 64 

toward specific activities which will benefit countries. Country
 

as sub-activities. However,
assessments could be considered 

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,
 
total
the total sub-activities would represent 71 percent of 


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%
 

338 32%
Regional 964 1302 

64%
TOTAL SUB-ACTIVITIES 1963 687 2650 


Long-Term Strategy Development
 
3 0%
Baseline Data Collection 9 12 


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
 

0 100%
TOTAL 4129 4129 
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1.0 

5. N 
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9 
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33,853 
27,698 
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39,864 

Evaluation and Auiting 2m,69 

Inflation and Contingency 161,265 

TOTAL.P OJECT COSS 4,129,133 

Country Secific ltivities 
Principal Contractor Costs 

Evaluation and Auditirg 
Inflation ard Contingercy 

889,9m 
2,878,868 
-, 
363,265 

TOTAL PROJECT C3STS 4,129,133 

TABLE IV.4 
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D. Methods of Implementation and Financinq
 

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 methods of implementation and financing are
 
as follows:
 

Element/Input Technical Assistance
 

Method of Implementat-ion 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.1 to the project 
paper.
 

The analysis is structured in the following manner:
 

- Identification of the Problem
 
- Reasons for A.I.D). Concern
 
- Past Interventions 
- Alternative Solutions 
- Why a Regional Project 
- Project Strateqy 

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 tfheii scarce resources as well as donors
 
concerns over effective utilization of their funds. The analysis
 
points ou.t the increas.ed reliability placed by A.I.D. on HC
 
financial systems as A.I.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 backstopping 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 

required,or commodities or
 

A.I.D./W may contract for such requirements.
-
involved in
the LAC/CONT will be 
on the method used,
Depending SOWs and PIO/Ts PIO/Cs or
 

Mission coordination, preparation 
of 


and follow-up on
 
selection and monitoring of contractors,
PIO/Ps, 

or participant training.
commodity delivery 


2. A.I.D. Was.hiqton _R oles 

have one office charged with
not

The LAC Bureau currently does 
 have the necessary
does, however,

handling regional projects. It 


expertise within the LAC/CONT and 
LAC/DR, in both the finance and
 

technical divisions.
 

A project committee with representatives 
from those two offices,
 

should provide regular guidance 
and
 

FM, and Contracts 

to the LAC/CONT.
backstopping 


Manageent_ R9esonsibilities3. 


successful
be the key to 

Flexibility in management will 


of this complex project. However, while avoiding 
implementation be necessary to
 
rigidity in management approaches, it will 


certain actions. Below is
 
clearly delegate r:esponsibilities for 


as circumstances
 
a suggested starting point which 

can be modified 


dictate.
 

a. Host-CountryCapabilitY
 

sub-activities

capability in relationship to 


The question of 11C 

each sub-activity.


will be addressed during the design 
of 

as they relate to
 concerns
financial management
Accountability or the direct
responsibility of
primarily be the
project funds will 


A.I.D. contractor.
 

ies
b. Specific Responsibi lit 

be assigned

the anticipated responsibilities 

to 

Listed below are 
 An initial task
missions. 
to the Project: Committee, LAC/CONT and 

writing the 
expand, clarify, and reduce to 


to
of LAC/CONT will be into
 
specific responsibilities and operating 

procedures taking 


modifications resulting from the PP
 
considecatio!i suggestions or the Director
 

These should then be approved 
by 


approval process. 

LAC/CONT and transmitted by cable
 LAC/DR and the Director of
of 


to the field.
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(1) Project Committee
 

The project committee will have two principal responsibilities.
 

- The committee will provide general support and
 
include assistance in
assistance to LAC/CONT. This will 


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

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

- full responsibility for any activities which are
 
implemented solely with [IC local currency, even though

they may be treated as pi lot efforts to be monitored under
 
this project. Any TA from this project would be arranged
 
and coordinated with LAC/CONT.
 

- 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 LAC/CONT.
 

- full implementation responsibility for the
 
sub-activity, including such things Project Grant
as 

Agreements, contracting, procurement, and sub-project
 
monitoring.
 

I Sub-Project Pr ocess 

a. Ydeniication
 

Sub-project activities which will be funded under 
this project

will be idenL:ified by either the Mission or the principal

contractor. 
 It is assumed HC ideas will be channelled through

the Mission.
 

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

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

b. DesHin 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

is consistent with objectives of the project.
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Conversely, if the timing is convenient, (later in project

life) the principal contractor can be called upon, with
 
concurrence of LAC/CONT to carry out the design. 

Design should not requiM lhe fl I analyses required in a 
normal PID or PP. A "minii or some otherII'" document should
 
suffice. (uidarce shoulnd be dm'elIp(d by LAC/CONT and
 
transmitlted to all participating missions. One advantage of
 
this regional project should be ear-;y access to project funds
 
for small activit:ies. IrivolvemtI of the principal 
contractor
 
will help in being able to streamline the process. 

C. lop 1emen tat .- n 

Selection of contract:ors to implemient sub-activities will be 
carried out by normal cont:rac toi selection procedures. 

Consideration was given Lo includ ing all such activities under 
the pr:incipal contract. lowee' aside from contracting
problems (inabi Iity to cleaIt ly l ine activities at the time 
the cont:ract is awarded), sucI a procedure would take away from 
the Mis sio ns the oppo r t nily W el: their own contractor. 
in some cases a quali fied local firm might be appropriate.
However, any sep;ara te contracts shouId clearly indicate the 
regional nature of t he activity ,and provide for input and 
monitoring by the principal cuntra: ctor 

C. Ec nomic Ana 1y ti s 

Accurate Ainancial and management information is required to 
a1loca e qr0nment Lesoiuces ef iciently, to permit factual 
audits, ,nd to moniltor and ovaluo.Le projects and programs. 
GAO, Woil. Hank, and A.I.D.'s Off ice of the Inspector General 
have conw: do that in;ufficient, financial management poses a
 
severe c: tint efficient resource allocation and t:o
a to 

accountabili y.
 

Given the natue0 of the proposed project, it is not possible to 
quantify the monetary benet its that will result from the 
project, and therefore it: is not possible to estimate an 
internal rate of ret.ut; a th . "output" beeoject cannot 
quankt iF ia i n physiil l. ::;, if i not possible to estimate a
 
least c-:;l r loI in L"; a, ivon level of output.
 

The T'eic bal Ana lysis Annu:: detai ls the different possible 
approachrs that; coul ihe uNnd to improve financial management
in Latin America, and councl, de:; that the proposed solution has 
the fol lowing advdnt.anot : d ) its regional character can 
develop a methodology with univetsal applicability throughout 

http:ovaluo.Le
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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
 
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 the most
 
economical methodology to be used 
in addressing HC financial
 
management weaknesses. In terms 
of A.J.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. IMPLIEMENTATION 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 
execute the strategy
and the responsibilities for carrying out 
those steps. At the

end of thi section is a time line chaLt which lists various

implementing actions and shows the expected starting 
tme and

the period di:ring 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 project'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 whichwill be effective in addressing financial management 



- 35 ­

constraints in developing countries. However, a significant
 
portion of the project 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-activities 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 overall methodologies and strategies.
 

Having said all 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 
sinnificanit management role in sub-project implementation. 
Indicat i,)rs I .om some missions are that they are interested in 
working through this regional project, but they prefer to 
deLermine 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.
 

S. Re<icl':; t for Pronosal 

A stateiniL )fIw'ork (SOW) for the principal contractor has been
 
prepared in conjunction with this PP preparation. A copy of
 
the SOW is included as an Annex. Included as part of the SOW
 
are facto -s fOr evaluating the proposals from potential
 
cont r ct:o rs.
 

One factot. :or[h focusing on is the requirement that the 
contraclo.r have the ability to work through and utilize the 
services ()I. local professional firms. The project design 
anticipai.,.x fhat much of the work can and should be done 
utilizing local professionals. A review of the projected work 
foLce rqIrcn,.nts (See Technical Analysis, Annex I) shows the 
heavy ip'volvm,',nt of local. professionals in almost every 
element of the p-oject. The estimated percentage usage of U.S. 
vs local professional staff is summarized below. 

Year I Year 2 Year 3 Total
 
Home Office 20% 27% 32% 25%
 
U.S. TA 36% 46% 43% 40%
 
Local Professionals 44% 27% 25% 35%
 

LI
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The successful contractor should demonstrate ability to
operate in this mode. 
an 


The actual relationship between the U.S.
Contractor and the 
local professional 
is critical.
sub-contracting, head hunter 
A direct
 

approach would riot 
 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 broader aspects and utility of 
improved
financial management. 
 The stature and professionalism 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 Imrplementation 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 "ethodologies; and 
the development and
refinement of 
long-term strategies.
 

VII. PROJECT MONITORING AND EVALUATION
 

A. A.I.D. Washinqton Responsibilities
 

The flexibility built 
into this project, and the close
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cooperation required between contractor, A.I.D./W, and the
 

require careful and continuous monitoring.
missions will 

a previous section, monitoring responsibilities
As noted in 


will reside with the LAC Controller's Office (LAC/CONT).
 
include: approval of semi-annual
LAC/CONT's responsibilities 


of the use of
implementation plans; country selection; approval 

the conitract; coordination of activities
short-term TA under 


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
 
A project committee
reports, and implementation tracking. 


composed of officers from LAC/CONT and LAC/DR, FM, and
 

Contracts will provide regular guidance and backstopping to the
 
required
LAC/CONT. Approval by the Director of LAC/DR will be 


for all country-specific sub-activities.
 

B. Missio_ Responsibilities
 

LAC missions will have a critical role in the design,
 
ooth sub-project activities in
implementation aLd monitoring of 


country and regional activities being carried out in the
 

country. While this project cannot and should not attempt to
 

spell ot how individual missions will organize to carry out
 

and monitor performance as it relates to the particular
 
that each Mission formally designate a
Mission, it is important: 


control and coordination.
unit within it to act as a point of 


for monitoring
Participating missions will be responsible 


contractor's perfOrmance in-country and for assuring that
 

proposed acLiviti.p.b comply wth A.I.D.'s policies. Each
 
to report to LAC/GONT on activities in
Mission will be asked 


country, and will also be asked to participate in the
 
as it relates to that
evaluation of each year's Action Plan 


country. In addition, for activities which the missions
 
responsibility
implement under this project they will have full 


over such items as Pro]ect Grant Agreements, contracting,
 

procurement, and sub-project monitoring.
 

c. Evaluation. anid Audit. 

This project consists of a series of direct interventions and
 

assessments related to improving financial management
 
As such, evaluations are
capabilities of LAC governments. 


It is
fully integrated into the structure of the oroject. 
flowing from the country assessments,
expected Ohat Wni 01 mation 


the baseline ita and che data base of financial management
 

capabilities will provide the feedback needed to permit the
 
the design of
elaboration of interventions for testing and for 


the LAC [inancial Management Strategy.
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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
 

March 1989
Mid-Term Evaluation 


November 1991
Final Evaluation 


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
 

a series of bilateral projects or activities.
approach vs. 


LAC/DR/CEN:RWhelden:6/16/88 Rev'd:X75263:#0016o
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TECHNICAL ANALYSIS
 

Ide- iFication of the Problem
 

financial management
Host Cotuntry (HC)

Overall weaknesses in 


as being prevalent throughout the developing
are acknowledged 

new
world. I'is technical natilysis is not based on any 


original research to redetermine the validity of the premise
 

that developing couintries financial management systems are
 

There appears to be little need to perform
generally weak. 

such research, or to duplicate that which has already been done
 

A.I.D. and other development
in identifying the problem. 

recognized this


agencies such as IMF, IBRD, CIDA, etc. have 


effective and efficient utilization of resources
constraint to 

and have, Ito varying degrees, instituted projects or programs
 

to addres:; Lhe problem. What has been lacking has been any
 

the problems of HC financial management by
attempt to address 

ten years, nature of the
accepting 110he l)ng t-erm, upwards of 

so .ution ind appiroachirig it- through systematic problem 

identiIi cation ani ,irilysis and developing a rational long term 

methodology or strat-(2(y of small interventions. This project, 
aimed at immediate
in addition to significant: direct activities 


selected countries, will
improvement in tinancial management of 

develop and :e';t such an approach, which can then be used by 

A.I.D. , HCs, and ot.het donors.
 

o( this section wi il review the findings of (A) theThe rest 

Office (GAO) reports, (B) AID Inspector
General Account irIg 

on Improving Host
Genera ( 1() audit- ,el t:;, (C) a report 


Country Fi nanc o I Mannqeiflent prepared by Price Waterhouse (PW),
 

and (D) responses ftim A.[.). field Missions to the concept
 

paper and PID for Lhi: p,)ject-.
 

Generd A-kt.OL i ng Office ((;AO)_Reports 

(;AO 1979 Report, "Triinin and Related Efforts
 

Needed to _Iprove Finanrcial Management in the 
Hd World"'rhi 


This report focusCd princi pa ly on the shortage of trained
 
as the major constraint to
financial management personnel 


improving HC financial inanagement. The Digest of the report
 

states that
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"The absence of effective 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 in many cases financial
 
information is:
 

-incomplete,
 
-unreliable,
 
-untimely, and
 
-based on systems lacking an integrated approach.
 

The GAO accepted the need for A.I.D. and other donors to focus
 

heavily on programs directed at the poor majority but concluded
 

failure to address financial management improvements
that the 

would result in continued ineffective 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 orqanizations.
 

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 ds
 

questionnaire responses from 30 developing country's national
 
audit agencies. The report cites '.Jorld Bank report-s 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 information 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 improving 
financial management capabilities. It states that A.I.D.'s 
approach has eithe r beeni to include financial management as 
part of on overall public idmin i:.t. rat ion or inst itut ion 
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include financial management

building activity, or to 


regular development
a limited component of
activities as 

approach adequately addresses the broader
 

projects. Neither 

country wide issue.
 

a long-term program

The GAO iecommended that A.i.D. establish 


financial management assistance. 
As part of that
 

for 

the report suggested that the program should 

recommendation 
financial


"begin with a complete documentation 
of 


management training and technical assistance provided by
 

identification of
donors and the
A.I.D. and other 

receiving adequate assistance
not yet
developing countries 


prior GAO report clearly identify both
 
and the
In summary, this 


directed assistance in
 
broad, long-term well
the need I-or 
 and the
developing countries 


financial nanageienLt to most 

financial management activities
 a data base of
accumulation of 


world wide.
 

the LAC Bureau, the
 
This project will address, for 


to assessing

a careful systematic approach
recommendation for 


a long term strategy for

identifying
needs and constraints, 


management, and establishing a limited data
 
improvini financial 


At the same time the
 
he used for evaluative purposes.
base to 
 in response to
interventions
project will expand direct 

country interest. Such direct
 
specific mission or 

at a particular

interverntiOns, while sometimes targeted 


on
to h ve the greatest effect 
problem, will be designed 

HC financial management.
overall 


A.I.D. ins)ctfr GeneralIRep-orts 

Audit reports have consistently

A.I.D. Inspector Geneial 


in financial management of HC identified weaknesses 

implementing organizatLions. Major weaknesses identified by the
 

for the establishmentthe Sahel were responsibleIG reports on In 
Financial Management Project (SRFMP).


the Sahel Regional 

Jan 29, 1981, wasof 

Number 81-35, dtd
particular Audit Report the A.I.D.legislation requiring
responsible for ,nnqre.;2ional 

any Sahelianto di shursing funds to 
Administrator, pijoi , %'veJnowillfoteign
government., t.) "'deterlinne that the 

whichtundsaccounts with respect t,- those 
maintain a system ot theof and contre over

adequate identiticitiorwill provide 
fnds"receipt and expenditire of tlhose 

Summary Results of
issued a "Report on

The Inspector General as ofSystemDeficiency Tracking
the Inspector General's 
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this report summarizes
December 31, 1986". Part of 

identified concerning HC management. Exhibit I is
 

deficiencies 

was cited also in the Price
 

an extract from that report and 

the next section.
Waterhouse report mentioned in 


II, below is a summary from the IG's 12/31/87
Exhibit 

The Exhibit identifies only those
 deficiency tracking report. 


HC financial management.
deficiencies directly related to 

through 1986. Exhibit II
the years 1981
Exhibit I covers 


issued in 1987.
includes only reports 


EXHIBIT II
 

Frequ4ency
Deficiency 


Inadequate
Accounting and Controls 	
3
 
3
for Funds Inadequate
Accounting 


for Vehicles and/or Commodities
Accounting 

Lacks Adequate Controls 	 1
 

1

Audit Provisions Not Implemented 


Evaluation of Projects Not Being Made 1
 

Financial Contributions and/or Support
 
2
Not Being Fulfilled 


to A.I.D. 
 1
Interest Income Not Reported 


Policies and Procedures Need Improvement or
 

Not Implemented as Required 	 2
 
14
 

the most part are directed at the project

IG audit reports for 


Thus most of deficiencies identified in
 
or program level. 	 the 


situations in project
their reporting system will reflect 

they relate to A.T.D. projects.
implementing organizations as 


the board deficiencies
They may or may not indicate across 


throughout the organization or HC systems. However, based on
 

GAO reports and the findings in the Price Waterhouse report,
 

endemic to the country
the deficiencies most likely are 

a whole.
financial management system a 


the GAO reports mentioned above, most of
As indicated in 

financial management
A.I.D.'s activities in trying to improve 


part of other regular development pLojacts.
have been done as 

as a result of
Such activities are frequently generated 


the implementing
institutional or administrative reviews of 

project design which have
organization at the time of 


the financial management systems. From

identified weakness in 
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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 guidance as to how such interventions
 
can best be designed to improve replicability and
 
sustainability.
 

Price Waterhouse "Report on Imoroving Host Country
 
Financial Management"
 

In 1987 A.I.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 management 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
 
- presenE,; 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
 
of 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
 
recommendation 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 within the Agency. However, the
 
report falls short in developing a strategy to be followed by

A.I.D. for improvinq HC f ina ncial management. The lack of 
adequate data in A.I.D. on the subject of HC financial 



Annex A.l page 6
 

management precluded the development of such 
a strategy.
report does lay out a two-phase approach to developing a 
The
 

strategy.
 

For a full description of 
their recommendations 
see pages 1-20
through 1-25 of 
Attachment A. 
Recommendations which 
are
pertinent to are:
this project 


Phase A
 

"AID needs a short prepaiatory 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. During this 
period, an AID financial
management database will 
be developed, worldwide needs
will be 
assessed, policies and priorities will be
formulated and, most 
important, 
pilot financial management
improvement projects will 
be implemented in selected LDCs
to test and refine alternative programming options. 
 By
the end of Phase A, AID will 
be in a more suitable
position to prepare a strategy and action plan 
to improve

LDC financial management".
 

Specific actions...
 

Define the appropriate information requirements and

undertake 
a field survey of USAIDs and other
bilateral and multilateral donors in LDCs 
to gather
data on financial management assistance needs and
activities for 
an AID Strategy and Action Plan 
in
 
this area".
 

Other specific actions under Phase A are directed toward policy
and organizational changes necessary within A.I.D. and 
are
beyond the sc'pe of 
this project, but address such things 
as: 

- Establish an A.I.D. Policy on improving HC financial
 
management.
 

- Prepare and issue worldwide accounting and reporting
standards and guidance to 
USAIDs in assisting in HC
 
compl iance.
 

- Make the necessary organizational arrangements 
to
establish responsibility and leadership for improving HC
financial management.
 

i~ 
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Phase B would encompass the preparation of the Long-Term
 
the results of Phase A.
Strategy and Action Plan based on 


Specific actions recommended also include further
 
and expanding multilateral
organizational changes, training, 


programs of improving LDC financial
cooperation in carrying out 

management.
 

carrying out Phase A, some of
While thL' one year time frame for 

and some of the alternative
the organizational changes, 


the report, are unrealistic,
developmenit strategies proposed in 

the basic concept of the necessity for test activities, needs
 

the nucleus
assessment c, and data collect:ion is valid and forms 


of this pl)Lject.
 

1Ij Responses to Project Concept Paper and PID
-lison 


the project design process all LAC Missions were
As part of 

t e project Concept Paper and the approved PID.
provided with 


incorporated into the
Responses have been analyzed and 

preparatioi of Project Paper where appropriate. While
 

of
response, vary significantly, in areas need or
 

they do generally support the conclusions
concent,,c i-.),, 

ref lecte iIi ther documents of the need to improve overall 

financi. l ,Fna(ement . In general there was support for the 

projecl . ' of twelve respondents stated they were interested
 
one said "no" All eleven of the
in part - t ig, only 

Missioi .. %ering to the 'uestion of HC possible interest,
 
respofl.t p<,sitivoly. It appears that interest in improving
 
S. -,e 'isreceiving more attention and acceptance
 

ftom bot , 1cnors and HCs ais well.
 

R-ons for AID Concern 

tL.ffective Ujtilization of Resources 

Both the ;AO rep_,ort and the PW report cited above indicate that 
address HC financialreasonthe primary conce'n oL to 

utilization
managemw(nt. problems is the effective and efiicient 

a
of scarce ,v epmcnt resoucces. However, the problem is 


Improved financial
litle t-han development resources. 

fll, course, altow HCs to more efficiently and
manacin, -n i.. c 


of re v-1' It.i I ize their carce resources and the resources of
 

donors- !n i,,rryii.g out developmental programs. In addition,
 

to out all 

over tlc i-rn t-erm, the HC will be able carry its
 

progi am:; inl operat ions tore efficiently. Thus, while
 

the HC staff
intermed ito dir-ct benef icraries will be and 
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better trained, better equipped, and able
 managers who will be 

to perform their responsibilities in a more professional and
 

informed manner, the long term beneficiaries will be the people
 

the country through improved delivery of goods and services
of 

tax burden, or increased
at lower cost and either reduced total 


level of benefits for their tax dollars.
 

The private sector will lso be affected. Improved efficiency
 

in government operation.,;will increase confidence of the
 

private sector in the appropriateness and rationality of
 

programs. Improved tax administration
government policies and 

and demand for accurate fiinancial reporting from the private
 

both increase revenue and improve statistical
sector will 

information on which the government must base policies. In
 

is basing decisions
addition, in areas whee the private sector 

inadequate financial or economic information,
on inaccurate or 


overall improvements in operational efficiencies iiay result as
 

a consequence of general improvement in the level of financial
 

rnanagoment in the counrit y.
 

Not all t)f these results will occur in any given country. In 
vary considerably. Majoradditior, the extent of! benefits will 

change:, will only be realized over the very long term, ten to 

twenty years. However, a carefully designed and implemented 
term results which
strategy, will yield Immediate short 


reasonably can be expected to generate its own dem-,nd for
 

continued improvem,,ent In financial management.
 

A.I.D. Accountability
 

management
Another important reason for improving HC financial 


is A.I.D.'s desire and requirements for improved accountability
 

over U.S. Government funds. A.I.D.'s accountability, as a
 
and more
resilt of decreasing staff and budget, has become :moure 


ine:;tilcably linked and directly dependent upon the f iancial
 

manaqc:;ent 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
 
as a
related financial management elements included in projects 


response to weak financial management in the HC iso,],:menting
 
Sw. -ices of
organization. Alternatively A.J.D. 	has used the 


to either prnv'ide the
local professional accounting firms 

the ',Lrnization in
needed oversight and teporting or to assist 


improving its finrancial management systems.
 

is desi'lned to
A.I.D.'s payment .ei: ction policy, which 

periodically review antn approve implementing organi IZation's
 

financi al ma nagement systems and procedures, is a usejful tool
 

in identifying weaknesses and applying solutions a, mentioned
 

above. However, experie.nce to date does not yet allow A. .D.
 

to place considerable confidence in this procedure.
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long term problem of HC
 
None of the above solutions address the 


in many cases, based on the incidence
 financial management and 

IG, may not even solve 	the
 of deficiencies reported by the 


project accountability.
immediate problem of 


to improving HC financial

A systematic long term 	approach 


be the only real solution.
 management appears to 


Local Currency Accountabiliti
 

HC owned counterpart local
 
The increased availabilities of 


joint programming responsibility

currencies, which A.I.D. has 


Current guidance

over, has gained the attention of Congress. 


Missions in the monitoring and
 
imposes stricter requirements on 


of such local currency.
tracking of the uses 


be a useful
HC owned local currency can
Joint proqramming of 

areas special concern to
 

means of channelling resources into of 


A.I.D. 	and other donors. It is an excellent means of assuring
 

donor projects. Perhaps, most
needed counterpart for 

serve as a means of carrying out actions in
 

importantly, it can 

various policy concerns, including utilizing the
 

response to 

for local currency costs of improving financial
funds 


management.
 

of increased management,
concerns
Unfortuntely, in response to 
in HC financial management systems,
and/or a lack of contidence 


out of joint programming

many Missions are considering opting 


Such a reaction, however,
at the project specific level. 
the basic financial management problems of
 avoids addressing 
 policy dialogue
away opportunities for
the country and throws 


and planninq of HC development ptograms. 

improve financial management will
A long term program to 	 not
 

W the issue of monitoring HC
 create an immediate solution 

local currency. However, the requirement for local currency
 

place
reason that A.I.D. needs to

monitoring is another 


the problems of improving financial
increased emphasis on 

term perspective.
term and long
management both from a 	short 
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Past Interventions
 
in HC
financial management 


A.I.D. has addressed the problems 
of 

This section
 over the years.
in a variety of ways
institutions 
 these interventions:
 
will discuss briefly four of 


Public Administration programs
-

Indirect Project Related Activities
-


- Direct Financial Management Activities
 

- Payment Verification Procedures
 

these activities were
 note that none of 
It is important to 


directed toward solving the HC's 
financial mandgement problems
 

If not project

the macro, or government wide level. 


at a particular HC organization,
 
related, they addressed issues in 


the public administration programs,
 and with the exception of 

issues of accountability for A.I.D.
 

were directed toward 
 analyze objectively the
 been no attempt to 

funds. There has a given


improved financial management 
in 


to
constraints 

the effectiveness of A.I.D.'s, other
 assess
country, or to 

improve financial management, 
or the
 

donor, or HC attempts to 

financial management.
overall HC
such activities on
effect of 


selected countries
these things in 

This project will do all of 


and provide a methodology and 
strategy for carrying them out
 

throughout the region.
 

ProgramsPublic Administration 

The Price Waterl*use report reviewed both A.I.D.'s 
past
 

and examinedactivities,public administrationexperience with tit public administration
 
existing A.I.D. perceptions abo
 the topic more
their report covers
Section III of
activities. 

fully.
 

activities
of public administrationThat evaluationsPW fourld While successes
 
tht- ycars revealed mixed results. 


administrative
over 
in transferring
in some countries
occurred 
 increased economic growth 

and
 
the desired results of


skills, Public administration,
necessarily follow. 
development did not divorce
A.I.D. projects tended to 

being applied in 


"management" from policy formulation 
and development.
as 


only one aspect of public
 
Financial management was a more
Therefore
in these projects.addressedadministrition was notfinancial management

approach to improvingfocused in this area.to existcontinue 
present, ard obviously pr:oblems 

improving

1960s A.I.D. shifted into
the
Near the end of and by 1973 hadare3s,in selected developmentmanagement benerits to poor majorities in areas 

focused on the delivery of 
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such as agriculture services, health and nutrition, population,
 

and education and human resources.
 

move
PW found a general reluctance within the Agency to 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
 
a
projects had been less than satisfactory. The failure of 

a
multi-regional financial management project (discussed in 


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 arid accountability of A.I.D. resources has
 
The requirement for
been of increasing concern for many years. 


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.I.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
 
economical and
institutional development, it may be more 


efficient to have A.I.D. implement the project through
 

and cost bring a HC
contractors. The time necessary to 


organization up to an acceptable level of financial control and
 

approach seem logical at
accountability can often make such an 


the Project Paper (PP) stage.
 

a
The option of requiring extensive oversight by A.I.D. is 


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 hopo of institutionalizing
 
financial management in the implementing organization, or of
 

having any broader long-term replicability in the HC government
 
success
as a whole. However, as reported earlier, has been
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an "indirect" or "enclave"
limited. This approach is termed 

not directed
approach by PW since the purpose of the project is 


at improving financial management, and the benefits generally
 

have not spread beyond the organization being helped, and have
 

been sustained even within the organization.
frequently not 


Depending on the individual circumstances, any of the above
 

approaches is an appropriate response by the Mission when there
 
financial management capability in the
are concerns over HC 


implementing organization.
 

discourage such activities. Rather it
This project should not 

shift emphasis away from the indirect approach as
hopes to 


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
 

Sahe] Reqional Financial Management Project 

With the exception of the Sahel Regional Financial Management
 

Project (SRFMP), there have been few projects designed to
 

emphasize improved financil 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.
 

Phase IT of the SRFMP has continued the 	program of support to
 
further expanded into
accounting for A.I.D. projects, but has 


attempting to institutionalize the gains of Phase I and to
 

develop a-ccounting 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
 

a given country have been carried out. The presence of the
of 

time basis, coupled with the
contractors in coujntry on a Cull 


positive effect of activities so far, have generated targets of
 

opportunity in both the public and private sector which may 

provide lunu-term benefits. The project is one which bears 
what is not wor:king inclose observation tc; learn what is and 

terms of i:tproving HC financial management at a government wide 

level. The approach is quite different 	 from the one proposed 
will be learnied fiom a careful comparison ofhere. Much 

experiences.
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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 5 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
 
Jonors, 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.I.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.I.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 ccrntinuing 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 being executed in the most effective
 
and efficient manner.
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- The amount of iesources and the time required to make a
 
significant difference in a single country make it almost
 
impossible 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 Pre not 
yet ready

nor would they support such a macro approach 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 little interest
be 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 haOd. Where a govecnment commitment exists, and
 
resources ate available, such an approach is still the ideal
 
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 its needs and constraints in the financial
 
management: area. The Government of Columbia has indicated that
 
it is prepared to carry out a proposed program using its 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
 
cf Columbia.
 

Continue Proiect 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 parastat-at.
 

However, 
in spite of having a poor record as the overall 
solution to improvinrio HC financil management, this approach
has cont:ributed sigii ficant ly to A. I .L. 's accountabi lity by
increasing it.s confidlence level in specific project level 
account,ing and reporting. Such activities ate usually included 
as elemierits within tradiKiOHOti tnctional account projects. 
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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. In 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 The
a whole. 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 have
to 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 as a
accepted 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 rapidif it comes from the Fop. The contract project manager for theWorld Bank Administrative Reform Program in Jamaica attributes 
the success and continuation of that project to th0 direct 
support and interest of the Foreign Minister.
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institutions capable of
 or regional training

Certainly local be
trained professionals will 
a continual supply of

turning out 


financial management in
 
a high level of 


required to maintain 


any country.
 

training would probably have
 
A project solely directed toward 
 financial management.


long term benefits to improving HC 

some not
in this project, but 

Training will play a significant 

role 


focus solely on training returns
 
the only role. A decision to 


S&T project, lack of
 
to the criticism cited by GAO 

of the 

addressing
training, and in 


what is needed both in 

knowledge of 
 first identify needs, HC
 

This project will
other constraints. 
 the
before deciding on 
successes

commitment, and evaluate past 


in a long-term strategy.
include 
proper intervention to 


Other
 

regional professional
local and

The strengthening of 


establishing Generally Accepted
 
organizations and assistance in 


(GAAS) and Generally Accepted 
Accounting
 

Auditing Standards 

received favorable response from
 Principles (GAAP) have also solve
or "best way" to
"first step" 


many experts as being the 


the financial management problems 
of HCs.
 

a
 
is the same. Such actions may be appropriate 

in 

The answer 
 there
various factors. However, 

given country depending on 
 and what
about what works 
to be a lack of knowledge
continues 


a given country to improving HC

in
the constraints are 


financial management.
 

New LAC Initiatives
 

sent to
 
was being prepared, a cable was 


As this project paper 

LAC. This
 

LAC Missions by the Assistant 
Administrator for 


all to strengthen both HC
 
cable (Attachment B) emphasized the need 


on
 
and private sector management, 

with special emphasis 


financial management capabilities.
auditing and 


address audit and financial
 
The cable requests all Missions to 


or if Action
in their Action Plans,
management capabilities 

Plans have already been subritted, in a separate cable
 

are planning
to identify how they
Missions are
response. 
 While Missions are
areas.
improve HC capabilities in these 

of dollar funding for this
 

encouraged to increase the use 

identify how local currencies can be
 also to
purpose, they are 


used to strengthen HC audit and financial management
 

capabilities.
 

kv)
 
17 
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Why a Regional Project?
 

improving

Given the emphasis being placed 

by the AA/LAC on 
a regional
the bilateral level, why is 


financial management at 


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
 

reasons.
principally three 


- They were not designed based on 
addressing overall
 

HC constraints, but rather constraints within a
 

particular implementing institution.
 

Their principal objectives were 
accountability of
 

-

not HC funds, and may have been set up
 

project funds, 

apart from regular institutional systems.
 

spread were not
 
- Replicability, sustainability, 

or 


in setting up the activity.
major concerns 


overall HC
 
- Some large interventions directed 

at 


improved financial management, by A.I.D. or
 
to
constraints 
 also for three
 

other donors have been unsuccessful, 


reasons.
 

- Projects have been developed without 
careful
 

a
 
analysis of the constraints and development 

of 


long range strategy.
realistic 


TA has been poor and inconsistent
 
- The quality of 

due to a lack of understanding or GAASapplication of 

and GAAP. 

or lack ofa lack of will 
- There has been 

understanding of the usefulness of sound financial
 

the senior or top levels of the
 
management at 

government.
 

financial management
 
- The lack of a sound data base on 


both a direct and indirect nature carried
 activities of 

a critical analysis of
prevented
out by donors or HCs has 


relation to
these activities in 

or failure of
the success 

financial management improvement.


overall HC 


level
 
- No standard methodology exists 

for evaluating the 

a given country.
financial management in 


or quality of 
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assessing the
 
standard methodology exists 

for 

- No 


HC financial management.
to improving
constraints 


a

recommend the establishment of 
reports
- The GAO and PW 


pilot activities, evaluation
 
data base, implementation of 
 a
and establishment of 

of activities, assessment of needs, 


long term strategy.
 

the issues above, there
 a means rf responding to 

In addition to of
 

least three thint3 which are critical 
to the success 


are at 

any specific country project:
 

use
and the ability to

the benefits of 
- Knowledge of 


upper echelons.
financial management at 


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


an accepted
 
- A professionally developed strategy 

based on 


methodology and analysis of constraints.
 

The regional project will have 
the following distinct
 

concerns
issues and
responsive to

advantages which are 


by other professionals working
 this analysis and 
identified in 


in the area.
 

assessment methodology which will 
have
 

-- It can develop an 

and have universal
several countries
been tested in 


region.

applicability throughout 

the 


establishing
standard methodology for 
- It can deveLop a 

HC financial
of the quality of 


baseline measurements 
 progress
measurement of 

management performance and 

enable 

The testing of this
 

of interventions.
and success 
 be done by a
can not
several countries
in
methodology 

bilateral project.
 

interventions controlled and
 
- It can implement pilot 

financial
to success in attacking macro monito)Led as 
management problems and will have the ability to evaluate 

in a
 
interventions not directly funded by this project 


number of diffeirent countries.
 

a
 
accumulate needed information for establishing 
- It can 
 in a
activities
financial management
data base on 


number of countries.significant 
can easily be 

term stratepies which 
- It can develop long 

individual country situations, 
and which
 

to fit
modified 

a long time by limited 

can be implemented over 
interventions.
 

experienced professionals
 
- It can provide a resource of 


.4,
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available 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 
activit:ies which will have a 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
 
achieving lasting effects on the financial management systems.
 

Until now projects dealing with financial management have not
 
t-akeri 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 
deveiopmn,,t of a more informed strategic approach. 

This project will take advantage of the increasing importance 
being platrI 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 information from assessment and evaluation 
activities gathered and analyzed during the life of the 
project. They will 1ot all be true "pilot" projects since some 
project ideas 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.
 

Hondu r as
 

At this point in time only the Honduras project has clearly
 
been defined as a sub-activity under this project. It has, in
 
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 1500 thousand of appropriated
 
funds, and the Government of Honduras will contribute an
 
additional $500 thousand in local currency equivalent.
 

Costa Rica
 

This activity is still being discussed with the Government of
 
Costa Rica (KOCR). The initial expectation of a small
 
intervention in the neighborhood of $500 thousand was
 
superceded by a more ambit ious proposal from the GOCR which
 
would he beyond the capacity of this project. The Mission is
 
in the process of discussing and focussing the project for
 
possible inchusion in the project. It, is anticipated that
 
project techricians will be actively involved in both design
 
and implemuntation of this activity. Since the GOCR will fund
 
1/3 of the costs through local currency contributions, the
 
anticipated cost to the proje ct is $389 thousand
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Dominican Republic
 

an activity to assist a
The Dominican Republic had proposed 

small unit of the government develop financial management
 

local currency uses. Total

procedures for the monitoring of 


thousand. This activity

estimated cost of the activity is $100 


funding under this project. The

will not be included for 


that- it: is a relatively small activity
principal reasons are 

focused on an operation which is somewhat outside the
 

It does not, therefore,

mainstream of government operations. 


to present an opportunity to test the effectiveness of
 appear 

overall government financial


interventions in relation to 


management.
 

At this point it appears that the Mission will proceed using
 

their own funds. However, in spite of the reasons for
 

the activity from this project, this intervention
excluding 

will be carefully monitored by project advisors.
 

Colombia
 

requested assistance in assessing constraints and
 Colombia has 

improve financial management. The government has


needs to 

they will be willing to carry out programs
indicated that 


interest and
utilizing their own funds. Given their 

they have been
programs on their own,
willingness to carry out 


to be an early recipient of an

preliminiatily selected 


term strategy. It is
and the development of a long
assessment 

their willingness to carry out
anticipated that in spite of 


programs, aisub-activity providing limited TA under
their own 

this project would 1e an appropriate use of funds and would
 

as one of this
 
encourage the use of the Colombian project 


project's pilot activities for monitoring purposes.
 

Jamaic a
 

The Mission in Jamaica, in response to the PID, identified two
 

activities for possible funding under the project.
 

The first: is in conjunct ion with a World Bank's and the GOJ's 
The Bank has
comprehensive Admini:trative P-.ro rm Piociram. 


int:e having A.-.D. c< finance broad scale

indicated an ,e,;tin 

staff. The component would
traininq o- financiil servicer 

and curriculumprovide has ic and advanced te cher training 
modules as budgeting, accounting,

development for such t ailling 
financial analysis. A preliminary estimate of 

auditing, and 
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
 
No cost figures have yet been provided.
technical assistance. 


Either of these activities would provide an opportunity to test
 

specific interventions. The most attractive would be the
 

establishment of in house training capabilities in fi-ancial
 

management. However, additional information would be needed
 

before a decision could be made on either possible activity
 

Regional
 

ymoo s ru m s 

Three symposiums are planned as an initial action under the
 

project. These symposiums woula 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 is 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 will not provide funds for these observers. Each
 
to:
symposium would be for two days and the purposes would be 


- 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 (discussed 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
 
three
forces. Each country in the group would have two or 


members i-i the task force. (Professional organizations would
 
at own
be encouraged to send obser-ers to the meetinq their 


expense.) Since this is a regional project, it presents an
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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. Five meetings of two days
 
each for each sub-reqion 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 in 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 to 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 =opropriately addressed at the 
country specific level. Thus. such training activities would 
be identified 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, and financial
 
reporting. General management courses and personnel
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as they relate
administration would also be appropriate areas 

to financial administration and the development and maintenance
 

financial staff. are only illustrative and
of career Topics 

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 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
 
are
consideration the following factors which listed in
 

I

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
 
an
interventions taking place in a country selected for 


assessment. For example, since experts tend to disagree,
 

it would probably be counter productive to do an
 
a
assessment in Jamaica where they are already embarked on 


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 available.
 

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


a review of these factors in relation to the
Based on 

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 finat 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:
 

- Availability 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 III
 
shows the format used fot the questionnaire.
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In a draft paper to be issued by the International Labour
 
use
Organization, R. G. A. Boland and J. B. Wallace propose the 


of a "staging" technique to provide objective inrjicators 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
 
to very limited.
criterion is graded on a scale from excellent 


In addition, such factors as staffing (quality, quantity,
 

experience and stability), as well as environmental factors
 
(legal, economic, 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.I.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,
 

- establish a long-term country specific strategy for
 

addressing the constraints,
 

- identify possible immediate activities which can be 
carried out by the HC 0l donors, and 

- provide a means o: testing and refining the assessment 
methodology developed ald used by the contractor. 

Training at various levels, accounting principals and 
and political factors, accounting and
standards, cultural 


/'
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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
 

in a project as critical to long term development
beencountered 

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
 
are
overlooked. It is for this reason that assessments 


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
 

on
its recommen;dations, as well as to monitor progress any
 
interventions. Modification., can then be inade to 	the
 
assessment methodology as necessary.
 

Evaluation of recent andQOnoing Financial
 
Manaqement Activities
 

an
An observation made by both the GAO and PW is the 	lack of 

improving
informational data base of activities directed at 


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
 

for the LAC region, there is a need to evaluate what has
or 

been done and what will oL 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 collected, as opposed to covering the
 

entire region. However, such limited coverage should provide 
informed judgments.sufficient informat ion on which to make 
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Procedurally, the contractor will obtain information on the
 

nature of inputs, expected outputs, 	purposes, etc., of all
 
either ongoing or have
projects within a country which are 


three years. PKoject documentation 	and
terminated in the last 

be reviewed to determine the extent 	of
evaluations will 


replicability and sustainability. The focus
emphasis placed on 

on what effect the project is having or
of attention should be 


has had at the macro level of financial management. A project
 
installs accounting controls
which successfully trains staff, 


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.
 

own evaluation of
If necessary, the contractor will perform its 

approach in
such activities to determine the utility of the 


financial management improvement. In
effectinq overall 
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
 

HC staff to modify these activities in
work with Mission or 

in overall financial
order to enhance the likelihood of success 


management improvement.
 

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


information which can be used to develop or modify long term
 

country o: LAC Bureau strategies.
 

Development of Long-term LAC Bureau 	Strategy
 

As soon as initial country assessments, baseline data
 
other activities has been
collection, and initial evaluation of 


develop a LAC Bureau Long-term
completed, the contractor will 

improving HC financial management. 	 This strategy
Strategy for 


life of this project.
will remain flexible through the 

be made as more data and experience 	are
Modifications will 


gained. At the end of the project, a final recommended
 

long-term strategy will be prepared for the LAC Bureau.
 

as
The strategy should include 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 
policy directions,assumptions of tesources available and 

- consideration of other donor and HC interventions, 
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HC owned local currencies
- considerations of the use of 

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 cillected, 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 i.romn 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 will 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. Each sub-activity which is submitted for
project committee approval wi IaI lso 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 (at ried out
by contractors. While HC personnel will 
participate ii

training courses, symposiums, and seminars, no institutional
capacity is required 1( participate, nor are their counterpart
funds to administer 01 (:()tit tol, other than maintenance of
regular salary payuient s during training courses. 

This section will confine itself to reviewing possible

alternative approaches t.() accomplishing the project purposes.
 

Alternative So.1_Lutions 

ol- the Technical
Section IV Analysis discusses other possible

alternatives to solving the 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 variousat 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 e(lch 
approach, while addressing the
 
overall problem of impLovinqj financial management, are
decidedly different, and do not always have improving overall 
HC financial management as ttheir 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, is likely to be significantly more expensive to the
 
donors, since it is donor driven, and most costs will therefore
 
be 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 thn. most
 
economical methodology to be used in addressing HC financial
 
management weaknesses. In terms of A.1.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.
 

The other alternatives proposed above do not really address the
 
overall problem, and thus, attempts at financial comparisons
 
are inappropriate. 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- _[rpd emnen Iat ion 

The pro-ject ha; been consLutcted in such a manner as to use the 
mnst cost or f ic ent approach to attaining project purposes. 
The project pr oposes utilizing 91 person months ot local 
professional :;ervices vs. 164 of U.S. based professionals. The 
local profess ionaI couLs ai:e estimated to he $325 thousand. 
The utilization of all U.S. staff to carry out the same 
activit ies would add an estimated $919 thousand to the project 
costs for salaries and an estimated $175 thousand in travel 
expenses. This 'oxcludles any additional htorme office suipport 
tat f i o( i i Ied. 
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local staff, or contracting

The alternative of using more 
 save a
in each country, might
separately for activities 


However, the purposes of the
 
significant amount of funds. 


related to regional applicability of
 project, which is 

results from different
the comparing of
methodologies, 
 an
 same approach, and the development of 


countries using the 

or be based
likely be lost


acceptable regional strategy, would 


on inappropriate data.
 

Evaluation and Audit
 

both evaluation
 
The project contains sufficient funds to cover 


and audit-. While flexibility is contained in the budget, the
 
thousand for


is $50 thousand for audit and $150

estimated split 


this activity is critical because of
 evaluation. Evaluation of 

the activity and the
 

the testing or preliminary nature of 


potential world-wide application of the approaches developed.
 



Annex A.3 page 1
 

ADMINISTRATIVE ANALYSIS
 

Role of the LAC Controlller's Office
 

It is recommended that the LAC Controtler's Office (LAC/COWT)

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.I.D./W, and the Missions will 
requi re careful and continuous
 
monitor inq. 

Selection of countries, sub-project activities, 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 LA/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 guidance and backstopping.
 

Host Country Capabili y 

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

sp:-it C Responsibi lities 

Listed below are the anticipatd responsibilities to be 
assigned to the Project Committee, the LAC/CONT, and Missions. 
An initial task of the [,AC/CONT will be to expand, clarify, and 
reduce to writing the :specific responsibilities and operating
procedures tka king into consideiration suggestions or 
modifications resulting from the PP approval Theseprocess.
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, PIOs, 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
 
management/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 loca. 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.I.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 implementation responsibility for the
 
sub-activity, including such things as Project Grant
 
Agreements, contracting, procurement, and sub-project
 
monitoring.
 

Sub-Project Process
 

Identification
 

Sub-project acti\.ities which will be funded under this project
 
will be identified by either the Mission or the principal
 
contractor. 1t 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 efforts.
 

Once the principal contractor is on board, any Mission
 
identifieO activities for project funding should be discussed
 

to A.I.D./W.
with the c'ntractor and not submitted directly 
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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 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 and approval
 
process needs to be kept as simple as possible. Involvement of 
the principal contractor dill 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 b2 read by pospective bidders.
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B. Project Elements and Estimated 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 contract work will be divided into two 
phases as indicated
 
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 be 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
 
shewz how the project intends to maximize the use of local
 
fiL o provide much of the in-country technical training,
 
assistdnce 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 cont-ractor, AID/W and the various AID
 
missions Tn 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.
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WORK FORCE ANALYSIS
 
Estimated Level of Effort by Type of Personnel
 

(Person-Months)
 

Type of Personnel
 

Component/Activity 


Phase I
 
Sub-Proj. Activities
 

Country Spec. Sup. 


Regional
 
Symposiums 

Task Force 

Training 

TA Support 


Long-Term Strategy
 
Development
 

Fi.N
Eva1/Monitor­
ing 


Sub Total 


Phase II
 
Baseline Develop­
ment and Collection 

FM Data-Base 


Country Assess­
ments (5) 

New Project
 
Identification 


Strategy Develop­
ment 


Sub Total 


Total 


U.S. Technicans 

Senior 


4.5 


1.5 

1.5 

5.0 

13.0 


13.75 


39.25 


5.0 


4.5 


8.5 


8.0 

26.0 


65.25 


Consultants 


2.0 


1.0
 
1.0 

4.0 


4.0 


12.0 


1.0 


3.5 


2.5 


1.0 

8.0 


20.0 


Local
 
Seniors 


1.5 


0.75
 

3.0 

2.0 


5.0 


12.25 


0.75 

1.0 


5.0 


2.0 


2.0 

10.75 


23.0 


Mid-level Total
 

5.5
 

6.0
 
5.5
 

15.0
 

32.0 95.5
 

1.75
 
3.0
 

25.25
 

6.0
 

3.0
 
39.0 83.75
 

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;
 

-- Supervise local. fiLms and as necessary local personnel
which are implementing project activities; 

Provide technical assistance in financial management,
utilization of financial information, accounting, budgeting and 
auditing as appropr iate; 

-- Monitor project progress; and 

-- Communicate on a regular basis with the A.I.D. 
project nanager 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-Project Activities
 

Sub-Project Activities are both 
regional and country specific.

Implementation of country specific activities will not be 
a
 
part of this contract. The contractor will, however, provide

assistance in design, evaluation, and monitoring of these
 
activities.
 

Regional 3ctivities will be carried out by the contractor ':!d 
consist of: 

- Sy'llposiUms 
- Task Force Meetings
 
- Seminars and Training
 
- Technical Assistance to Missions and HCs
 

Princial criteria for selection of sub-activi tes will be: 

on *lrinq- impact ,-iss C€ontrol of use-of-funds,
 
- expresserd [C interest- and commitment,
 
- level of HC I inanci l participation,
 
- the likely benefit ()f the activity to developing

methodologies and lJ)nq-term StLategiies, ("lessons learned" 
potential), 
- possibility of repl icabi Iity within HC, and 
- relationship Lo other financial iianagement 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 

strategies for improvi ng HC financial management, and one 

long-term strategy for the LAC Bureau to be used in addressing
 

the problem of improving HC financial management from a
 

regional perspective. The Kteps 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 base 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. Proj ect oordinator 

The position requires an exper ienced manager who has
 
successfully planned and implemented long- and short-term
 
projects, programs and act ivities to improve public sector
 
financial management capabilities. This individual should have 
a demonstrated ability to work with counterparts and to 
identify and manage per<one .
 

b. Accotr ants and Audi tor!; 

Personnel proposed to work in these areas must be experienced 
in public sector effectiveness and efficiency auditing, design 
and implementation of accounting and auditing procedures and 
systems, internal control, sutperv ision analysis and 
cost-control techniques, financial reporting, etc. 

c. Fin-ancial Analyst 

These positions Lequire quali fied individuals experienced in
 
various analytical techniques, zero based and program
 
budgeting, the utiliz ation of financial information in
 

decision-making, debt manageennt, etc.
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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 

f. 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. symrpo s i urns 

The contractor will hold three sub-regional introductory
 
symposiums, one each in Central America, South America, and the
 
Caribbean. Each 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 tile 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
 
participat ion.
 

b. Task Force Meet i _ls 

The contractor will hold 15 two-day sub-regional Task Force
 
meetings during the life of project (LOP). The purpose of the
 
Task Force is to provide an interactive information exchange
 
program with representatives of all countries in the region.
 
Countrie:- 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 wil[ 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, rse and development of anditinq and accounting 
standards, financial analysis techniques, utilization of 
financial information in decision making, general management 
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and persennel as they relate to financial Ianagement, 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 a combinal ion of lectures and case 
models, latin American teal cases should be used to the extent 
possible. 

d. 	 Technical _Assistance Supjort to Missions and
 
Host-Count ries
 

The contract-or w i II be expected to p rov ide 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 these 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
 
tinder this proposal.
 

2. 	 SL rategy Deye lop i!ent­
a. 	 Baseline Information on Financial Management 

Per formance 

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 easy 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 methodology for identifying the
 
constraints to improving 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
 

(AJ­
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the same methodology in other countries and obtain comparable

results. The methodology will be approved by the project
 
off iceL . 

The contractot 
and project officer will select the countries to
 
be assessed. Preliminary indications 
are that the following

countries wi II be included, Col u ihia, Costa Rica, Dominican
 
Republic, Aind olivin.
 

The contractor will carry out 4 "1 5 country assessments using

local profes s als for most of the work. Thre contractor will 
prepare a repoit containing result:s of the assessment,
 
including identification of constraints and needs, preliminary

identificat ion of possible activities to initiate early on, and
 
a long-term strategy for the country.
 

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.
 

Finaiicijl Management Data Base 

In the ten countries selected for 
baseline data collection, the
 
contractor will col lect information on all financial management
 
activities being carried out by A. I.D)., other donors or 
the HC
 
itself, either as ti rect financial management activities or as
 
part of other projects. 
 The data base will contain sufficient
 
information to idenLifty activity cost, beneficiaries, purpose,
 
types of activities, fnnding type and source, baseline
 
information available, evaluation information, and indicators
 
of success or failure.
 

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 .anagement, not necessdtily attainment of 
the
 
individual activity goal or purpose.
 

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

d. Evai ud tion ot: Ots.ht FM Activities 

The contractor will develop a met.hodology, to be approved by 
the project officer, to s elect ively ovaluate the activities 
identified in the data hasp . The purpose is t:o provide
information as to lessons loairned in the area of financial 
management which can he us d as an additional tool in 
developing more informed lnng-teim strategies. 
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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 developed
 
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 either 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 the 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 under
 
the contract except as mentioned in section III A 4. above.
 

f. Pre are LAC Bureau St rateqy
 

As soon as possible, but in no case later than 18 months after
 
contract start up, the contractor will provide a preliminary
 
LAC Bureau Strategy tor improving HC financial management
 
throughout the region. The strategy will take into
 
consideration existing activities, other donor resources and
 
interest, the relative importance placed on financial
 
management by U{s, 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 IAC strategy at least every six
 
months and will present a final strategy document at the end of
 
the contract period.
 

C. ReP iL
 

The contractor will be required to present the following
 
reports in addition to any submissions identified above riot
 
included herein.
 

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

- An annual rep)t which wi i[ expand on the normal 
quarterly format, provide a self evaluation of project 
progress towaid accomplishment of project objectives, 
purpose, and goals, and recommend any restructuring of the 
general project format. 

D. Deliverables 

The contractor will provide to A.1.D. the following documents: 

-- Three final sub-project desiqns 

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

- A final revised methodo logy for conduct.ing HC 
needs/constraints analysis and the development of 
long-terim country strategies. 

- A final revised methodology for maint:aining and
 
expanding the da ta base on financial management activities.
 

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

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



EVALUATION CRfTERIA
 

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 count:ries must 
have at least the equivalent of 3+ on the .SI Spanish language 
scale.
 

Professional Quality of Proio sed Staff 
(4() points) 

In order to generate the necessary support for improving HC
 
financial management at senior 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 candidates available to the contractor in
 
the above fields shoutd be included in the response. 

Expe ri ence . wit: h hoca I Pro e Ss onal _F rm:s 
(20 points) 

The successfuil candidate must be able to describe its 
experience in supervi sing the work of non-U.S. t irms in 
developing countries and deornrn.ate how the successfuI 
candidate would lo cate and approach the management of such 
firms. The proposed relationship between the contractor and 
the local professional firms slould be described. 

The successrul implement:ation of the project within the tightly 
scheduled implementation plan will depend to a large degree on 
the working relationship with the local professional i rms and 
their professional competence. Critical aspects of the 
relationship will be f lexibilit:y, adaptability, and the 
exercise of control over the staff and product of the local 
firm. An ad hoc or heard 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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Undeit sLan~dn of the, Prcblem: dReomnddc roac e 

(,10; po 1 s) 

A 7S' e ~rpp ac t lie e chnic'al ev 'al t~ 
prOposa1 i11 be the eva lua tion oC:,he: can dates 
unde'rstand~gof the- pro ect Pu rpose' and, he pr'ob'lmbei 
addressed by, th act There areanumbe rofE'elements- which 
anl nlybe~ sccessfl i undertaken in a hi~g ~y prof ess ioha1' 

Os 	 anr ~t ion bh-e
 

'mane by" a otrco who' und'e rs tands-the na'tUre :f-th-e 
proble1m, the nat~ure of the HC environment ' which Ithe' 
conitractor must wok~n qe~d r e Iations psth ndenbt 

1ivolved between Missions,~ H~,A .ID
 

The~4 prpoa soldescribe how the contrkactor -proposes% o 
4undertake thie four principal tasks~leading to long,7ter 

Baeln Mehdology and Da ta Collection 

S HC~Assessme~nt4 Mvethodcdogy- a IinpIepen tati'on' 

Esalsmn ofYfFiniancil Manageent Dt Bs 

':~Q~ Metho6dology [o Evaluation of. Financial, Maniagemnent 

should outlin~e theproposed,:pr oc di e s an resd ces Lhe 
cont-ractor .would use to acoiplish the ta'sks. The, descr iption'-N 

4'4lshouldbe in sufEficient detail) to allow, te reader,-t'o, evaluate­
the following:, 

Does-the ~contractor demonstate a, pr:o esso'al, 
un;Afder'standing'ltepolm 

Dos he contr actoc'propose a pro essinal1 sol1ution? 

Is. the solution~wotrable iti the' cons trait on -te 
project,-the region, andi the jC en rorniment' 

Does the contr~actor demons t ae 0 le 

xf, 	 probl~em oncaryi'ng ou L this actvvi~by- in a* deve1'opi'ng­
countr/ein, 

'44. 
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A.I.D. PROJECT STATUTORY CHECKLIST
 

Introduction
 

The statutory checklist is divided into three parts: 

5C(l) - 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
 
country checklist is assigned
preparation of responses to the 


to the desk officers, who would work with the Assistant
 
for their region. The responsible officer
General Counsel 


that this part of the checklist is updated
should ensure 

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 check.list should be included with each PP; however,
 
the time a PID is prepared
the list should also be reviewed at 


so that legal issues that may bear on project design are
 

identified early.
 

The Standard Item Checklist is intended as a working tool, 
It provides
rather than for inclusion in a project paper. 


in checklist form, of statutory matters
condensed coverage, 

the (e.g. , 50/50routinely covered in project agreement 

from this list should be noted in the PP orshipping). Items 
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 Checklist, include the applicable statutory criteria
 

from the Foreign Assistance Act of 1961, as amended ("FAA'),

Act ofthe International Security and Development Cooperation 


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 
1988 Foreign Assistance
Act of 1986 ("Drug Act"), the FY 

Act (enacted in the FY 1988 ContinuingAppropriations 
Resolution ("FY 1988 Continuing Resolution")), and the Foreign 

Relations Authorization Act for FY 1988 and FY 1989 (the 

"State Authorization"). 
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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 thQ 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)(1) Development
 
Assistance funus only; or (B)(2) the Economic 
Support Fund only.
 

A. 	 GENERAL CRITERiA FOR COUNTRY 
ELIGIBILITY
 

1. 	 FY 1968 Continuing Resolution 8ec. 526. 
Has the President certified to the 
Congresu that the government of' the 
recipient country is failing to take 
adequate measures to prevent narcotic 
drugs or other controlled substances 
which are cultivated, produced or
 
processed illicitly, in whole or in pert,
 
in such country or transported through 
such country, from being sold illegally 
within the jurisdiction of such country 
to United States Government personnel or 
their dependents or from entering the 
United States unlawfully?
 

2. 	 FAA Sec. 481(h). (This provision applies 
to assistance of any kind provided by
 
grnt, sale, loan, lease, credit,
 
guaranty, 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 "major illicit drug
 
producing country" (defined as a country
 
producing during a fiscal year at least
 
five metric tons of opium or 500 metric
 
tons of coca or marijuana) or a "major 
drug-transit country" (defined as a 
country that is a significant direct
 
source of illicit drugs significantly
 
affecting the United States, through 
which such drugs are transported, or 
through which significant sums of' 
drug-related profits are laundered with
 
the knowledge or complicity of' the 
government), has the President in the 
March 1 International Narcotics Control 
Strategy Report (INSCH) determined and 
certified to the Congress (without 
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N/A 

N/A 



Congressional enactment, within 30 days
 

of continuous session, of a resolution 
disapproving such a certification), or 
has the President determined arid 
certified to the Congress on any other 
date (with enactment by Congress of' a 
resolution approving such certification),

that (a) during the previous year the 
country has cooperated fully with the
 
United States or taken adequate steps on 
its 	own to prevent illicit drugs produced
 
or processed in or transported through 
such country from being transported into
"he United States, and to prevent, and 
punish drug profit laundering in the 
country, or that (b) the vital naItional 
interests of the United States require
the provis ion of such assistance? 

3. 	 Drug Act Sec. _U21i. (This section 
applies to the same categories of 
assistance subJect to the restrictions in 
FAA Sec. 481(h), above.) If recipient 
country is a "major ill icit drug
producing, country' or "major drug-transit 
country" (as deAfiried for the purpose of 
FAA Sec 481(h)), has the Presiderit 
submitted a report to Congress listing 
such country as one (a) which, as a 
matter of goverlimei t policy, encourages 
or facilitates the production or 
distribution of illicit drugs; () in 
which any senior official of the 
gove'niment engages in, enlcourages, or 
facilitates the production or 
distribution of illegal drugs; (C) ill 
which any member of a U.S. Government 
agency has suffered or been threateneL 
with vic.cce inflicted by or with the 
compliciLy -f any government officer; or 
(d) which fails to provide reasonable
 
cooperation to lawful activities of U.S. 
drug enforcement agents, unless the 
President has provided the required 
certification to Congress pertaining to 
U.S. national interests and the drug
control and criminal prosecution efforts 
of that couiiry'Y' 
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4. 	FAA Sec. 620(c). If assistance is to a N/A
 

government, is the government liable as 
debtor or unconditional guarantor on any
 

debt to a U.S. citizen for goods or
 

services furnished or ordered where (a)
 

such citizen has exhausted available
 
legal remedies and (b) the debt is not
 

denied or contested by such government? 

5. 	FAA Sec. 620(e)(1). If assistance is to N/A
 

a government, has it (including any
 
government agencies or subdivisions)
 
taken any action which has the effect of
 

ornationalizing, expropriating, 
otherwise seizing ownership or control of
 

property of U.S. citizens or entities
 

beneficially owned by them without taking
 
steps to discharge its obligations toward
 
such citizens or entities?
 

FY 	 N/A6. 	FAA Sees. 620(a), 620(f), 6201); 1988 

Continuing Resolution Sec. 512. Is 

recipient country a Communist country?
 
If so, has the President determined that
 

assistance to the country is vital to the
 

security of the United States, that the
 

reci*ient country is not controlled by
 

the nlernal. onal Communist conspiracy,
 
and that such assistance will further
 

promote the independence of the recipient
 
country from international communism?
 
Will assistance be provided directly to
 

Angola, Cambodia, Cuba, iraq, Libya,
 
Vietnam, South Yemen, Iran or Syria?
 
Will assistance be provided to
 
Afghanistan without a certification? 

N/A7. 	 ,'AA Sec. 620(j). Has the country 
permitted, or failed to take adequate 
measures to prevent, damage or 
destruction by mob action of U.S. 
proper 1y? 

8. 	 I'AA ec. 620(1). Has the country failed N/A 

to enter into an investment guaranty
 
aGreement with OPIC?
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9. FAA Sec. 620(o); Fishermen's Protective N/A 
Act of 1967 (as amended) Sec. 5. (a) flas 
the country seized, or imposed any 
penalty or sanction against, any U.S. 
fishing vessel because of fishing 
activities in international waturs? 
(b)VVIf so, has any deduction required by
the FishErmen's Protective Act been made? 

10. FAA Sec. 6 20(q); FY 1988 Continuing N/A 
Resolution Sec. 518. (a) Has tfo , 
government of the recipient country been 
in default for more than six months on 
interest or principal of any loan to the 
country under the FAA? (b) Iia:; the 
country been in default for more than one 
year 
loan 

on interest or principal on any U.S. 
under a program for which the FY 

1988 Continuing Resolution appropriates 
funds? 

11. FAA Sec. 6 20(s). if contemplated 
assistance is development loan or to come 

N/A 

from Economic Support Fund, has the 
Administrator taken into account the 
percentage of the country's budget and 
amount of the country's foreign exchange 
or other resources spent on military 
equipment? (Reference may be made to the 
annual "Taking Into Consideration" memo: 
"Yes, taken into account by the 
Administrator at time of approval of 
Agency OYB." This approval by the 
Administrator of the Operational Year 
Budget c-n be the basis for an 
affirmative answer during the fiscal 
unless significant changes in 

year 

circumstai,,.e:; occur.) 

12. FAA Sec. 620(t). Has the country severed N/A 
diplomatic relations with the United 
States? if so, have relations been 
resumed and have new bilateral assistance 
agreements been negotiated and entered 
into since such resumption? 



Annex B.2. page 7 

13. 	 FAA Sec. 620(u). What is the payment N/A 
status of the country's U.N.
 

obligations? If the country is in
 
arrears, were such arrearages taken into
 
account by the A.I.D. Administrator in
 
determining the current A.I.D.
 
Operational Year Budget? (Reference may
 

be made to the Taking into Consideration 
memo.)
 

14. 	 FAA Sec. 62UA. Has the President N/A 
determined that the recipient country 
grants sanctuary from prosecution to any 
individual or group which has committed 
an act. of international terrorism or 
otherwise supports international 
terrorism? 

15. 	 FY 1968 Continuing Resolution Sec. 576. N/A 
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, Cuba, or North Korea)?
 

16. 	 MCI.A o1 85 See. 052(b). Has the N/A 
bec..et.. of State determined that the 

o'l;y is a hinh terrorist threat
 
country a.t.er the Secretary of
 
'T'ran vi. irol has determined, pursuant
 
to seci on. 111S(e)(2) of the Federal
 
Aviatiu hc o.f 1948, that an airport in
 
the country does not maintain and
 
admi ioter effech.ive security measures?
 

17. 	 FAA Suc. 666('b). Does the country N/A 
objecit, on the basis of race, religion, 
natiional rain or sex, to the presence 

of any officur or employee of the U.S. 
who Qs )re:oeuIt; in such country to carry 
out economtic developmenit programts under 
thu AA? 

18. 	 FAA Zeos. 669, 67U. Han the country, N/A 
after August 3, 1977, delivered to any 
other counLry or received nuclear 
en] i Hmnt or reprocess ing equipment, 
matetrials, or technoi ogy, without 
spui.lied orrangement; or safeguards, and 
without special certification by the 
President? Has it transferred a nuclear 
explo:.uivo device to a non-nuclear weapon 
B 

t ate, or if such a state, either 
received or detonated a nuclear explosive 
device? (FAA Sec. 620E permits a special 
waiver of See. 669 for Pakistan.) 
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19. 	FAA Sec. 670. If the country is a 

non-nuclear weapon state, 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 manufacture a nuclear explosive device? 

20. 	ISDCA of 1981 Sec. 720. Was the country 

represented at the Meeting of Ministers
 
of Foreign Affairs 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 disassociate itself from the 
communique issued? If so, has the
 
Presiuent taken it into account? 
(Reference may be made to the Taking into 
Consideration memo.) 

21. 	FY 1988 Continuing Resolution Sec. 528. 
Has the recipient country been determined 
by ',,he President to have engaged in a 
consistent pattern of opposition to the 
foreign policy of the United States? 

22. 	FY 1988 Continuing Resolution Sec. 513. 

Has the duly elected Head of Government
 
of the country been deposed by military
 
coup or decree? if assistance has been
 
terminated, has the President notified
 
Congress that a democratically elected
 
government has taken office prior to the
 
resumption of assistance?
 

23. 	FY 1988 Continuing,Resolution Sec. 543. 
Does thE. recipient country fully 
cooperate with the international refugee 
assistance organizations, the United 
States, and other governments 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/A
 

N/A
 

IO
 



B. FUNDING SOURCE CRITERIA FOR COUNTRY
 
ELIGIBILITY
 

1. Developmejt Assistance Coun try Criteria 

FAA Sec. 110. las the Department of 

State determined that this government has 
engaged iin a consistent pattern of gross 

violations of internationally recognized 
human r-i ghts? If so, qan it be 
demonstrated that contemplated assistance 
will direct.y benefit the needy? 

FY 1988 Continuing Resolution Bec. 538. 

Has the President certified that use of
 
DA funas by this country would violate
 
any of the prohibitions against use of
 
funus to pay for the performace of 
abortions as a method of family planning,
 
to motivate or coerce any person to
 

practice abortions, to pay for the
 
perfoVLlicu of involuntary sterilization
 
as a me-tiicd of family planning, to coerce 
or proR any to any
vd' financial incentive 

person to under o sterilizations, to pay 
for :.nj bIm icl research which 
relater iW whole or in part, to methods 
of, uL Iji, aerformunce of, abortions or 

involunta,'y sturilization as a means of
 
family JAN.; .
'cIiiJ 

AiS
2. Economi iloart Fund Country Criteria
 

FAA Sac.YB. Has it been determined
E 
that the country has engaged in a 

Uoisist,,L p'ttern of rOSS violations o1' 

inturn,'aL ioally recognized human rights? 

It so, ha:: tle President found that the 
count rmude such signifLeant improvement 
in i.ts ruyun rQ ts record that 
urn uihgasisiLanceucli is in the U.S. 

natioia] iii be est? 

FY 1988 'onhtinuinG Resolution Bee. 549. 
Has ths counLry met its druE eradication 
targets or otherwise taken significant 
steps to halt illicit drug production or 
t rafl.kingcug 
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5C(2) - PROJECT CHECKLIST 

Listed below are 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 souruc only: b(l) applies to all 
projects funded with Development Assistance; 
B(2) applies to projects funded with Development 
Assistance loans; and B(j) applies to projects 
funded from EGIF. 

CROSS REFERLNCEL: iSCOUNTRY CIIECK'IST UP TO 
DATE? HAS STANDARD ITEH 
CIILCKLIST BEE'N EVIEWED FOR 
THIS PROJ ECT'.? 

A. GENERAL CRITERIA FOR PROJECT 

1. FY 1986 Continuing Resolution Sec. 523; 
FAA Sec. 634A. If money is sought to 
obligated for an activity not previously 
justified to Congress, or for an amount 
in excess of amount previously justified 
to Congress, has Congress been properly 
notified? 

Will be 
88 ON 

presented in an FY 

2. FAA Sec. 611(a)(1). Prior to an 
obligation in excess of $500,000, will 
there be (a) engineering, financial or 
other plans necessary to carry out the 
assistance, and (b) a reasonably firm 
estimate of the cost to the U.S. of the 
assistance? 

a)Yes 
b)Yes 

3. FAA Sc. 611(a)(2). If legislative 
action is required within recipient 
country, what is the basis for a 
reasonable expectation that such action 
will be completed in time to permit 
orderly accomplishment of the purpose of 
the assistance? 

N/A 
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4. 	 FAA Sec. 611(b); FY 1968 Continuing N/A 

Resolution Sec. 501. If project Ls for 

water or water-.related land resource 

construction, have benefits vnd costs 

been computed to the extent practicable
 

in accordunce with thu principles,
 
established
standards, and procedu res 


pursuant; to the Water Resources Planning
 

Act (42 U12 .C. 1962, et .eq.)? (See
 

A.I.D. landbook 3 for guidelines.) 

5. 	FAA 3ec. 611(e). if project is capital N/A 

at.sistanc (e.g. , construction), and 

total I..;. assistance for it will exceed 

$1million, has Mission Director 
certil'iUd 1u1d Regional Assistant 

Administrator taken into consideration 

the country's capability to maintain and 

utilize the project effectively? 

This is a Latin America and
6. 	FAA Sec. 209. Is project susceptible to 

the Caribbean regional
execution an part of regional or 

multilateral project? If so, why is project which will 

project not so cxecuted? information and encourage the sharing of 

financial management
conclusion whether assistance will 

programs. experience among HG
encouraL::, rugionul development 

participants.
 

7. 	IAA " c .i1 6l.). information aUt This project will result in 
efficient financialcone].uiioii; on whether projects will more 

country to: management of governments'encour-qe cifforts of the 
(a)t[.iicre,.e the flow of international monies in Latin America and 

tradei (h) foster private initiative and the Caribbean region. 

compcti. i,.;n; (c) encourage development 

and use of cooperatives, credit unions, 

and ,;uvin,; anid Ioi.i u.:;sociations; 
(d )UJdis(,ocrc/go iinopol ts tic practices; 

(e) iu~rcvItechnical efficiency of
 

indust'y , q,,riculture and commerce; and
 
( f) 	!,tcrcielthen free labor unions. 

8. 	 FAA 'c. i ( b). Information and NIA 

conclu <iomn on how project will encourage 

U.S. priv ate trade a:.d investment abroad
 

and U'ii'ouPhie privatec U."S. participation
 

in f( ei-n assisLance programs (including
 

use of pi'ate trade channels and the
 

services of IJ.S. private ci t-erprise).
 

9. 	 FAA Sees. 612(b), 636(h). Describe steps Host countries will 
contribute to the extent
taken to uussure that, to the maximum 


the country is possible.
extent possible, 
contributing local curr(nees to meet the
 

cost of contractual and other services,
 

and foreig'i currencies owned by the U.S.
 

are utilized in lieu of dolibrs.
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10. 	FAA Sec. 612(d). Does the U.S. own 

excess foreign currency of the country
 
and, if so, what arrangements have been
 
made for its release?
 

11. 	FY 1985 Continuing Resolution Sec. 521. 
If assistanne 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 calucity becomes operative,
 
and 	 is such assistance likely to cause 
substantial injury to U.S. producers of
 
the 	same, similar or competing commodity? 

12. 	 FY 1988 Continuing Resolution Sec. 553. 
Will the assistance (except for progra,s 
in Caribbuan Basin iitiaiive countries 
under U.S. Tariff Schedule "Section 807," 
which allows reduced tariffs on articles 
assembled abroad from U.S.-made 
c mponents) be used directly to procure 
feasibility studies, prefeasibility
 
studies, or project profiles of potential 
investment in, or to assist the
 
establishment of facilities specifically 
designed for, the manufacture for export 
to the United States or to third country 
markets in direct competition with U.S. 
exports, of textiles, apparel, footwear, 
handbags, flat goods (such as wallets or 
coin purses worn on the person), work 
gloves or leather wearing apparel? 

13. 	FAA Sec. 19(g)(4)-( 6 ). Will the 
assistance (W) support training and 
education efforts which improve the 
capacity of recipient countries to 
prevent loss of biological diversity; 
(b) be provided under a long-term
 
agreement in which the recipient country 
agrees to prote(t ecosystems or other
 
wildlife habitats; (c) support efforts
 
to identify and survey ecosystems in
 
recipient countries worthy of
 
protection; or (d) by any direct or 
indirect means significantly degrade
 
national parks or similar protected areas 
or introduce exotic plants or animals 
into sucA areas?
 

N/A
 

N/A
 

No 

a) No
 
b) No 
C) No 
d) No 
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1)1. 	 FAA 121(d). If a Sahel project, has a N/A
 

determinat:ion been made that the host
 

government has an adequate system for
 

accountLng for and controlling receipt
 

and expenditure of project funds (either
 

dollars or local currency generated
 

therefrom)?
 

15. 	FY 1986 Continuing Resolution. if N/A 

assistance i.s to be made to a United
 

States PVO (other than a coopera+.4ve
 

development organization), does it obtain
 

at least 2(0 percent of its total annual
 

funding for interiiatLonal activities from
 

sources other than the United States
 

Governmen t?
 

16. 	 FY Continuing Resolution Sec. 541. If N/A 

assistance is being made available to a
 

PVO, has that organization provided upon
 

timely request any document, file, or
 

record necessary to the auditinL
 

requirements o' A.I.D., and is the PVO
 

registered with A.I.ID.'
 

17. 	 FY 1968 Continuing Resolution Sec. 51. N/A 

If funds ace being obligated under an
 

appropriation account to which they were
 

not apprprliated, has prior approval of
 

the Aplp' opritionos Committees of Congress
 

been obtained? 

18. 	 FY Continuiju kesolution Sec. 515. If N/A 

deob/reob authority is sought to be 

exercised i the provision of assistance, 

are the funds being obligated for the 

same tUI'er'al purpose, and for countries 

within the same general region as 

origijnn.lly obligated, and have the 

Appropriations Committees of both Houses 

of COnLress been properly notified? 

N/A19. 	 State Authorization Sec. 139 (as 

interpreted by conference report). Has 

confirmatioll of the date of signing of 

the project agreement, including the 

amount involved, been cabled to State L/T 
theand A.1.D. LEG wLthin 60 days of 


agreement's entry into force with respect
 

to the United States, and has the full
 

text of -'he agreement been pouched to
 

those same offices? (See Handbook 3,
 
Appendix 6G for agreements covered by
 

this provision).
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B. FUNDING CRITERIA FOR PROJECT 

1. Development Assistance Project Criteria 

a. FY 1988 Continuing Resolution Sec. N/A 
552 (as interpreted by conference 
report). If assistance is for 
agricultural development activities 
(specifically, any teiting or 
breeding feasibility study, variety 
improvement or introduction, 
consultancy, publication, conference, 
or training), are such activities (a) 
specifically and principally designed 
to increas3e 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.S. exporters 
of a similar agricultural commodity; 
or (b) in support of research that is 
intended primarily to benefit U.S. 
producers? 

b. FAA Secs. 102(b), 111, 113, 281(a). a) Indirectly the project, 
Describe extent to which activity by increasing 
will (a) effectively involve the poor governments'financial 
in development by extending access to management efficiency, will 
economy at local level, increasing enable them to extend 
labor-intensive production and the resources more effectively 
use of appropriate technology, to the poor. 
dispersing investment from cities to b) N/A 
small towns and rural areas, and 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)fhelp develop cooperatives, 

especially by technical assistance, 

to assist rural and urban poor to 

hell) themselves toward a better life, 

and otherwise encourage democratic 

private 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 regional cooperation by
 
developing countries. 

c. 	FAA Secs. 103, 103A, 104, 1.05, 106, 

120-21. Does the project fit the
 
criteria for tho source of funds 
(functional account) being used? 

d. 	 FAA SeT. ThY. Is emphasi:-- placed on 
use of nppropriate technology 
(relatively :-;maller, cost-saving, 
labor-using technologies that are 
generally most appropriate for the 
smal.l farms, small businesses, and 
small incomes of the poor)? 

e. 	FAA Sec1.110, 124(d). Will the 

recipient country provide at least 25 
percent .tf the costs of the program, 
project, or activity with respect to 
which the a.iL: s Lane is to be 

the 	latter
furnished (or i-si 

cost-sharing requirement being waived 
for a "relatively least developed" 
country)? 

f. 	FAA Sec. 12,0(b). if the activity 

attempts to increase the 

institutional capabilities of private 
organizations or the government of 
the country, or if it attempts to 

stimulate scientific and 

technological research, has it been 
designed and will it be monitored to 
ensure that the ultimate 
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 
cooperating countries with 
contributions of 25% or 
more of costs associatcd 
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 
resources, thereby 
stretching the services 
which favorably impact on 
this group. 
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g. FAA Sec. 281(b). Describe extent to 
which program recogni..oo the 
particular noeds, desires, and 
capacities of the people of the 

This regional project 
responds to participants 
needs, fortifying the HG 
institutions' financial 

country; utilizes the country's management capacities which 
intellectual resources to encourage will enhance the 
institutional development; and participating countries' 
supports civil education and training self-reliance. 
in skills required for effective 
participation in governmental 
processes essential to 
self-government. 

h. 	 FY 1988 Continuing Resolution Sec. No 
538. Are any of the funds to be uned 
for the performance of abortions is a 
method of family planning or to 
motivate or coerce any person to 
practice abortions? 

Are any of the funds to be used to No 
pay for the performance of 
involuntary stertlization as a method 
of family planning or to coerce or 
provide any financial incentive to 
any person to undergo *Aterilizations? 

Are any of the funds to be used to No 
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 moans of family 
pl a'n i.ng? 

i. 	 FY 19P8 Continuing Resolution. Is No 
the assistance being made available 
to any organization or program which 
has been determined to support or 
participate in the management of a 
program of coercive abortion or 
involuntary sterilization? 

If assistance is from the population N/A 
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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.~A_ Sec. GO e. i h rajectYe 

4utili~e i4petitive seec iton,,. 
rer~ .9frthe, aard gfo 

cont ac s except'welapial 
proc e n lea a). o ih r, iae?Y 

'4 

k.FY 1988,Continujn Redolultion. Wa 

portonfl :~the funds will 'be 
avalaleonl~ for~ativities o1 

economica -yandsoia ly 
disadvantaged enterpri aes, 

Vhis~torically.black colleges and 

universities,,co~lleges and 

unvriishvn a student body in' 

~Which more than,,2O0 percent oC the 

S - students~areHisp~i Amer'ican, and, 
private anid voluntaryI organizations' 
which. arek contolled :by -individuals 

.;>who; are black AmericIns,. Hinpa nic 
Americans5 or N~ative. Americansp or 

.who' ar econornicnlly or socially 
~>}~i~;; isadvataed~(incluiding. wonmeiP~ 

~ n 

ljo-

1 FA Se.11() Does the a~s31sta nce 

.~ .,comply~wit h-the enrvi ronenta 

~ ~ procedures se forth in AID 

SRegulation 16? Dpoes the 'assistance, 
~place a-rhilh prio~ity on coniervation 

&ind susainable aflageimn of 
ropica oa~ Sppecitc a y, do es 

tlest1a to_th fleat extent 
thet aancO0ps 

N/A: 

~ of. conservn n('d su.6tanably.,_j 
manaig orot resou oes;, 
sup ort ac0 t* c fe 
emrploymnit and: in mealt aives to 

th o3e wh otheiw se-Fii d':' ae 
de. 1cbtio a o.df ore s nd 

l Jpc Ti - n roplmpeblen 
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orWe -e 
Ore 
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a I t er 

o 10 inale 
programs',e 

o 1 

beeq 
a 
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or degraded; (f) conserve forested 
watersheds and rehabilitate those 
which have been deforested; (g) 
support training, research, and other 
actions which lead to 01u t"i triable and 
more environmentally sound prae ticet3 
for timber harvestin g, removal, and 
processing; (h) support research to 
expand knowledge of tropical forests 
and identify alternatives which wilt 
prevent foreqt destruction, loss, or 
degrada tion; (i) conserve biological 
diversity in frvoqt ,areaso by 
supporting efforts to identi. fy, 
establish, and maintain a 
repre n ta ti ve net work or pro tec ted 
tropical ',rest ecoysL;ems on a 
worldwide basis, by mank ino' the 
estah shnent of proteetp'i aren;: n 
condition of support for acotivities 
involving forest clearance or 
degrada tion, and hy helping to 
identify tropical forest ecos ystems 
and specios in nad of protection and 
estanhlish and MnLain lppropria to 
protected area.; (,i week to 
increase the awareness of II.S. 
government agencies and other donors 
of the immediate and 1oer,-term value 

of tropical forests; 'nd (k)/utilize 
the resources .in ahiliti es of all 
relevant J.S. govrrnmn agencies? 

I.FAA Sec. ) rf th.-
assibLance will support n program or 
project significantly a fec ting 

tro iI., 1 forests (incl uiing projects 
involving the planting of erotic 
plant species), will the program or 

project (a) be bned upon careful 
analysis of the alturnativer; 
available to achieve the best 
sustainable use of the land, and 
(b)/take full. account. of the 

environmental impact;s of the proposed 
activities on biological diversity? 

N/A
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n. FAA Sec. 118(c)(14). Will assistance a) No 

be used for (a) the procurement or b) No 

use of logging equipment, unless an 
environmental assessment 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 
systems; or (b) actions which will 
significantly degrade national parks 
or similar protected areas which 
contain tropical forests, or 

introduce exotic plants or animals 
into such areas? 

o. FAA Sec. 118(c)(15). Will assistance a) No 
be used for (a) activities which b) No 

would result in the conversion of c) No 

forest lands to the rearing of d) No 

livestock; (b) the construction, 
uptrad-jng, or maintenance of roads 
(including temporary haul ronds for 
logging or other extractive 
industries) which pass through 
relatively undegraded forest lands; 
(c) the colonization of forest lands; 
or (d) the construction of d-ans or 

other water control structures which 

flood reintively uridegraded forest 
lands, iinlein with re.spect to each 
uh aclivity an eroivironment-i. 
m'scsanet indicates that the 

activity will contribute 
signLficantly and directly to 
improvirng the livlihood of the rural 
poor and will he conducted in an 
envirornent ally :30iind manner which 
supports sustainable development? 

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



accordance with the policies
 
contained in section 102 of the FAA;
 
(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 gra:sroots 
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 
sectoral economic policies, to
 
support the critical sector 
priorities cf agricultura~iI production 
and natural resources, health, 
voluntary family planning services, 
education, and income generating 
opportunities, to bring about 
appropriate sectoral 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-sustnining development, and to 
take into account, in assisted policy 
reforms, the need to protect 
vulnerable groups; (e) being used to 
increase agricultural production in 
ways that protect and resitore the 
natural resource base, :specially 
food production, to maintain and 
improve basic transportation and 
commnication network.,, to maintain 
and resJtore the natural resource base 
in days that increase agricultural 
production, to improve health 
conditions with special emphasis on 
meeting the health needs of mothers 
and children, including the 
establisment of self-sustaining 
primary health care systems that give 
priority to preventive care, to 
provide increased access to voluntary 
family planning services, to improve 
basic literacy and maithematics 
especially to those outside the 
formal educational system and to
 
improve primary education, and to
 
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 net 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. Regulations 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 origin 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 Ls
A.I.D. may otherwise agree in writing. Ocean shipping financed by

A.I.D. under the grant sha[l 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.
 
geographic 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 
 Da te
 
GC/LAC:GDavidson 
 atDate_____
 
DAA/LAC:MBiuLIer 
 Date___________
 

LAC/DR/CEN:RWhelden:pb:6/8/88:X75263:#0029o
 

\%
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AGENCY FOR INTERNATIONAL DEVELOPMENT 

WASHINGTON DC 20523 

LAC-IEE-8b-I 

ENVIRONMENTAL 'HRIESHULD DECISION 

ProjecL Loca.t i on L,A(.: i{ej iunli 

ii r ' : Regionalcct, Management_iL i um 1inanciai 

Proj. 'cL f u : bbUJ--ti 561umr 

,'und i nq 'j. ',im25llion 

Lile Ut ProjcL i yedrs, u months 

MeLissu Stephens.4 E lyiy r,d bj 
LA'/DR 

itoctullllllt l ti'd 'Iiirc:;ho.u De({C SiOl ,inLejt r iC:Lli i rxclusion 

l~iireini l i ,.:;IuJtI D ci ;io : Col'ur witLh Rucomiiiendation 

Copy t() Trt.encu J. brown, Director 
ULl icu or Levelopment Resources 

Copy K) Me issu Stephens, tAC/Ut< 

Copy Io : < i cliid ( mI .den, i,AC/Ur 

I I 

/_iA X 11- ' U JUN 14 1988 

Jamesu S. Hester 

ChieL Environmentai Urticer 

Surudu Lor Latin America 
,no the (ariouean 

/
 



mEMbRANDIJM, 

LA/R/ , 	Ja fi es H.6's t e
 

h~- ~ 1: A/D. Ter.renc(Z Btown
 
~From: LAC/DR, Melis s a A.Sephsf
 

SUBJECT: 	 Envaironmentia Deer ma ~i no ' 
R e gIo naI: -Regional F ina hc:' U m-naqg'ementImp -oveer t 
ProjecL (598-0658) 

Prbj~ecnd j~l~puIrpose of this,project is to dev'ec p'or 

SLat'in: Ameri'ca andt he Car, bl"'nLA'(, Spe6~c,]fc aIlyinara 
t&hat strengthen the'developrent process. -T~he, project w~uI' 
conduct need~s esmL&d idb nstrants Lof ci­
anid finzancial~ manaement in countries4r t~e d Iol 

whih ouild i 	rn Ot e irpnve fbinfancial mranagemot wjto u d i I : 1l 
o i e an-d updaL ig of st.a nda ds ad nor is wz~t hi n:K,A 

4 conference~s -nfl, 
tlie soI-Cife nanici a I managoen~ ard ISuppo r L L IQo n)-] 
countries, seminars and 	 to- ircreasel-jreP-;; C 

epvroessionalIraiisi cau 	 ihin
z L i or)vrLl 

0.'Statemen oE Cac cloricaI .cIu iun IL s t IIL r i i l )L 

t- pr t_ doPxes to e 1_p r 0st anae ~ t ha hi ' 	 c Li ~rtx 

worihms nda 	 feas'i vi e 1 eanalys~$i s" ac 	 1 

su a 
Reomnain~VSec t aprv-h(c o 

eclusde acd c~s ecntv'Lohnca eiew'6xl' ,a 
o 	 n(he
deljio 2hl 


-etegoron F,tciio haLEduaLj rea~ t~'prc6 ge 


6civitinesnto bed "Aundajeeedsases els 0 ran-iesea' 
octkvhotme a n d ec iils, ar( L~ nI whtivh 1i nc ec y 

dafe ",fu envirne r oi t aI r- n t es d-he i 1c e 

Recommedation: TayoaprvLli tA11rve n e'c 1 s sn. 
proceduz ~alecu~inlr 	 hISPese.g;ven-Fhi h 


