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The Office of the Reg iona I Inspector General for 
Audit/Manila has completed its Audit of Secondary Food Crops 
Development in Tndoesia. Five copies of the audit report 
are provided fo(7 your action. 

The draft repor:t was submitted to you for comment and your 
comments are at-tached t-o le report. The report contain3 
four .ecommnrdat: i. ll . P11:oninvnation ,o. 2 is cl osed while 
Recnomln ridaltl: i onll '. l is reo Iveld and cal be c.Iosea once the 
acti-ons inl l)Loo, az:o -(,mlii] lotod,. Recommendations 1I. 3 and 
4 a re in r eso .Lvd tP .1..' ;, , as ' i_,o ne within 30 days on the 
status of ac"t ionIsI pan'd aid in process to close the 
recommelndi t irorils . 

I appreciaLe tl- eooperation and courtesy ex-tended to my 
staff (ll:i rig t he ;audlrijt



EXECUTIVE SUMM1ARY
 

The purpose of the Secondary Food Crops Development Project
was to 
 increase the production, consump.i.:,iand marketing of

secondary food crops 
in Indonesia. This wa,- to be achievedthrough improved 
 cropping systems, increased use of
commercial inputs and improved post-harvest management. 
 The
project agreement was signed on May 23, 1983 for 
a five-year

period. A.I.D. 
was to contribute $6.4 mil-lion Indonesia
and 

$6.3 million on an in-kind basis. Subsequent amendments
resulted in A.I.D.'s financial obligation being increased to
$7.4 million 
and the project assistance completion date
 
being extended to April 15, 1990.
 

'his Was a perfoima.nco with Lieaucit specific objectLives of
det e rin incqV whet er , 1) pro|j octI- ')bj e c t:ires were beingachieved, (2) project accomp
and 

ishments would be sustained,
(3) financial management- practices were adequate. Auditwork showed that project accomplishments had not beenadequately evaluatrd, continued project support: afte) A.I.D.funding ceases lia (I not been assure, control ove r tecbn ica]assistnce di ,hri em _,nl t s was weak, and unneeded project

funds had not: beeni deohi.igated. 

The proj ect has cont: ributed t:o improved cropping systzems andhas increased the product ioni of secondary food crop- inIndonesia. Also, Government of Indonesia of ficial.s have
expressed Int-e rest in cont inuing project activities beyond
the completion of A.I.D. assis tance . Howe ve r, to maxim! z'a
project benefit , tjSAlD/Iicinesia shoul d establish validindicators for mreasni ing project: -Iccomnplishments and utilize 
these indicators t measureP project achievements luring theremaining pr j c t io and diu r i rig t: IIC final project
evaIa t ion 053A)I/ indoIn- ia ro I d a . so work withIi,don s or to do e aoiarI [I ciq Iis r,p plan and budget- for 
post-Apr i. 1]990 foods eco II(ary crop activities . Finally,USA11)/ I (II)ire.,.i "i in I,.j)un wi t-h 
e stab I I ho t I - co,() rol ov,- r 

V AIl/Wasll lgton should 
tchnica] a ssitanced )1sb r.,II a1 ,:l1sen1.ts i! t:e proj:ct that will nott filrds be

needrd ,I'1iiln the Ioma irliii I ir. of the proj ct 

''1 ln) I - i II AsI; i a Act.;. ? ,-Iir i I 1: 1t Ir- 1t a s ys ten bees.tah) i 51 ,( tJ)]t (:onnpa ' p ,Ject a",(wI( ishmonts wi -n erojectobjectA).';. A]Iiuun(ln piet)e_ii. : s , nir" 7 ,,t dXelas
' 'il < I ,!,/f,,y tr.ibl1lted toJ >l rI)>' ro rrhi))c t 1i mi I ndones ia , 

a lii (.V-,Ill,~ej1 ,,t' lir i ho Sli) :at:tiated1")'€';], 1:; '¢ h. I ind,i ,,:; (]¢ ;i (_ 
I-, 

III 
r t.liirot 

I UI}I , JI i do , -d "IS)Ulee 

J)i ¢ j I ;':i , ] i 5hl)iif t. 5; 1 a,,n q eva l
(j tl;i'! t a , lgI) t. e1 y ated. 

'l.i s o':i red ,,ec.#auseo ,,, toj i-cials believed the 

http:1sen1.ts


indicators were unrealistic and not valid for evaluation
 
purposes. Secondly, USAID/Indonesia did not modify project
 
goals and purposes as recommended in the mid-term
 
evaluation. As a result, Mission management did not know
 
the extent to which project accomplishments had been
 
achieved. The USAID needed to develop revised indicators
 
and use them to assess project accomplishments during the
 
remaining project life and dur grigthe final pn:oject
 
evaluation. A revised loqframe was developed by the USAID, 
and its approval alonj with finalizing arrangements for the 
final evaluation were b ing pursued. 

About one-Lird of ,tire project: Iunding authorization was to
 
_e spolt- duri K oe finalI year of project implemerntation
 
,,nfl ,, I, .. .... litf q a,n :'T:ncC that the Governnont
 

of fidnn,; i-a was capablee r supporting the project after
 
A. 1 .D. fnnding ceased. Important project components, such 
a s' d-ioni t rat ion aIi ti ala 1 fa rm support, Iiss 

corrimuI:ijat .i(flis, and market inforrmat. inn 201 'loction, requi red 
adMLti onal_ fundin'q and continued partic.i pat ion by the host 
(OVe rImimien t. i'ssu raCces of con t 1 nued support: were especia lly
important since the Indonesian governmeni':s participation in 
the pr-ject has ben much less than ,1 airn:.d b)ecause or 
funding constraints. A. I D regulations state that prior to 
the completinon of A.] .D. assistance, a numbur of continuing 
r-osporins i i 1 ivion must be ,'onsidroed, ihicl.idiig host country 
recurr nt ,costr ospons i b L t i es and the adnuacy of fund inn 
for t:tho contlinud operat-ion of... the projoct. These issun:3 
had v,,t 1, I-, I no ]ve(. i]ess US'I D/Indonesia the1, and 
ln~ldoii(. int ,.r<)'i' uni t adj1-, waY to sustain project 
activit is, mii lli ,s of dollars in projec.t funds may have 
)een spout Oi Pctivie.s that wi V not ho continued. Thr 

lISA II) me':-, to ,, : with t h ;( 'r:r errierit of Indonesia t:o 
oi 

s A od:(91 I Op1 a t iVi Vi. ,:a . In re:;ponse t -lhe USAID's 

,t(.i(n,of a p l n at,:.1 t onsuii 0 Co L-itii -- I sU-[)(ort: for 
I,.eI y-,")I". 

i nit iaL i ,,, t:he Gorrimnent: of Indonesia prec- ed a plan and 
Idloqrt t I iim ited but conltinued .Cpu of pr_ j ct 

a 't. i vit Ii . 

Ahf)t . I million ini projrci t-echni cal &,sirstance was being 
di iy11"" ,!I 'Im I1 ,/i ashin,! ,,ri ' -it se i niternai,j affeoct 
c(,mt I(, I ,,',- (ISAI HI/ ii'IQ'inos i, wa 5 riot LJ)U d.i Ig 
inIFar nu t io I , P ,ml 11")rt J] i 'ai' n ',,I . i f "aIt i (0A]I,/W,:r nI arid 
,;I I I ..l . ii [ .I .. . :', - ; , t Ii I II I - I l;a t, 

Iu 11 1l / ''' ,.l ]a lose[ )Ot 11 ii, :1t'1'' S ;' I ,Iz'r . a liI t 
w, i)ll!Ir,, f t ;1 ao 11ot::],,,:1 t!it'.',", I,, 
ol~ il¢Jt, p ll ! h){I illll-d wi PIAosI (d ] ''c ltV ,,l 1, 1 or esf~l .'I , Iout. 

a 1)pr;II(Io ;I11W Il v, -,!1 " K" "luthr-d ~ P s 



USAID needed
The to work with AID/Washington to establish
system a
to provide verification 
 of AID/Washington
disbursements 
and recover any amounts ilhprorperly paid to thetechnical assistance contractor. 
 The 1,SAID disaoreqid thatthis was either a US AID responzibhility or that therecommendat ion was actionable at the Hinsion leve1. 

Throucih May 1989, about $1..3 mi 1[on in project funds hadbeeir earmarkednot 1: r o-eJct activities even thoughproject completion wa less than a year away. These fundswere ohD]. igat: (d for approved project activities, but somefunds wi] 11. niot- b u be-asII all. acti vi ti es will not.comp.el.--,Ai r; t):'inr) d,. It. 
be 

wa,. .i k -_I ithat about $620,would niot- I)' ut.i I iz 000l 1'I-)etion!n .. . co(I . To riauimizethe i siropf f ,)c,: fund., . . 1). r ,-lw].at io:Is re'qu i reclos -u) r,,vi ,,,,i a
f i I '.I1 4]t, i jations to precludeproject: I ,rn ,:; dI . lo;;,i priority projectact-iv ti,-.'. 'I', IJ2AItP rr.ro tI , w,; tho fi.inaIcia I tat:us 

ofo A I , iVdr -()hl )i.roproq r -n fun(ds not neededfor I-- i , pL, T,, t. IIiti T.'IL. , AID h ~i tazento eaIful1 1: st!,Dp.i, rid i lt."' I ,.,,t I) ,i ,',<t la], 11 (-!,d treview -Id -ri ''. i ti .1, r'r11 , i n11 p o eect: act iv itiesiren ti f-Y Lt ,, f lundilij ro, i-, ,i . A 
and 

.'-'T1- -AI did not p]an todeobl.igat, pif iojt f n - tsl i ; f- :f(,r pro ect comp'Ption. 
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AUDITOFSECONDARYFOODCROPS
.... -----..
 

DEVELOPMENT IN INDONESIA
 

PART I - INTRODUCTION
 

A. ground
 

The purpose of the Secondary Food 
Crops Development Project
was to 
 incr3ase the production, consumption and marketing of
secondary food crops in Indonesia. This was 
 to be achieved
through improved cropping 
 systems, increased use of
commercial inputs and improved post-harvest management. For
project purposes, secondary food in
crops Indonesia were
defined as peanuts, corn, soybeans and cassava. Project
components 
 included long and short-term technical
assistance, training, 
 personnel, commodities, policy
research, and operational support. 
 The creation of 180
demonstration and experimental farms 
was the primary means
by which new and improved cropping systems to
were be

established.
 

The Secondary Food Crops Development Project 
 loan agreement
was signed on May 
23, 1983 for a five-year period. A.I.D.
was to contribute $6.4 million and Indonesia $6.3 
 million on
an in-kind 
basis. Subsequent amendments revised a portion
of the financing from loan to 
 grant and increased A.I.D.'s
financial obligation to $7.4 million 
($3.4 million in loans
and $4 million in grants). Also, the project 
assistance
completion dIte was extended to April 15, 1990. 
 Through May
1989, USAID/Indonesia had obligated the 
 ent!re $7.4 million
and had expended $3.6 million.
 

The Ministry of Agriculture, Directorate General 
of Food
Crops was the responsible Indonesian implementing agency,
while the Palawija Project Office, 
located in Jakarta,
administered the operational activities of the project.
 

B. Audit Objectives and Scoe
 

This was a performance audit with the specific objectives of
determining whether 
 (1) project objectives were being
achieved, 
 (2) project accomplishments 
would be sustained,
and (3) financial managoment practices 
were adequate. The
financial management practices segment of the audit 
was
limited 
 because the auditors were unable to verify
expenditures applicable 
to about $2.1 million in project
technical assistance administered by A.I.D.'s Bureau

Science and Technology in Washington, D.C. 

for
 



The audit included a review of 
projet files, financial

records and 
 other pertinent 
 data maintained at
USAID/Indonesia 
 and the Palawija Project Office. 
 Interviews
 were conducted 
 with Mission personnel, Ministry of
Agriculture off icials, 
the technical 
 assi3tance concractor,
and nume rous far me rs and e :tension wa rkars. The audit team
made two fiol t-ripri, one to East- Java and one to Lampung

Province, to ohsnvo and obtain informat ion on secondary
food cLoi, produq tion patterns. Trern were no previous
audits of tho project, hut: a 1986 mid-term evaluation was
used Lo hlp dte0orimin" wlretlrer p ojeec ohectives were beingacinlevorl. 1 amount 
 of financial transaciions audited was 
$2.4 mil ln. 

Int l-ial '1,tr]:,I J ':amini:i III'1,".l0I (0:n1LrEOl S (JVeO projectd i 21)11I 2 lro,'[{ 1, "OUN)t1"rprai t. ,V'.,tA } i ar'and host country
 
,,of a( t 1h.ii 'i aui: t: f 01 I w(, k w.:, p2rf-o:mcd during the -,r y AI i Junp 1989. The and itiA to 
 w.2as made in accordance
 
wi 
 g.i,:. a1 17 aacepklbo(.d go':ernment auditing standards. 



AUDIT OF SECONDARY FOOD CROPS
 
DEVELOPMENT TN INDOIE. IA
 

PART II - RESULTS OF ;U'f)rT 

The audit of the Seconidar:y Food C> es Development Project
showed that the project, had contri: ctd to increased
secondary food crop production in Iindones ia, but some 
improvements were needed. Audit- work howed that: (1)project accomplishments had Inot been adeqiately evaluated;
(2) continued project support after A.I.D. tunding ceases
had not ben assu.-; (3) con t r, over I1,clenical. assistance
disbursemnts was weak; anId (4) minneeded project funds had 
not beeni deobliqat:od. 

The p13oj0ct ha 0 it-:_lbuted ti .i Jmj; i<0v, ,d crop irig systems and 
has increased t lie 1)r o( ut- i, n o f c,.ri d a r y food crops in
Indonesia . G . r I rnIt of I idol('' i1a (CDl) o fficials have 
expressed i, te:-st: in ii(corltining joct: activities beyondthe Coli.]0: 0[ ,Ii. '~ st2i-]'!I2ConQ[](I A.I 

To m11: in i Z,' po- jo!.tel S A, Inn d/dores iaI i LSAI should 
es tab] i sli va Ii d Ii cat: r- for me .it.u ring project
accom) 1.i.-i r oriiit: alnd n .i.i , the e; o i1d i-c,,3t-ors to measure 
proje e- aduii-.vem,-,rti ,in ijii tz1 ie rerna i in i-g project life .and 
during t he- f iwo ,i -jet evalIatIIon The TJSAID shoul-d also
work w i i ] fiiia Is I) deve op -, plan avd budg-t or 
post Apr i 1990 seon1dary fol ,r activities. Finally,tlie (SA IL) sliol I dI e, t-,a b i ,t; bI t t(:(.1 Co r1 ro i over techni cal
assistance di. b ,rsemens aEi -I dl<bligate project funds that
will not be needed during tiE rema.ning life of the project. 

3
 



A. 	Findings and Rec mmendatins .._...._... 
 .
 

1. 	Project Success is Unknown Because Project

Accomplishments Have Not Been Evaluated
 

The Foreign Assistance Act requires that 
 a 	 system be
established to 
 compare project accomplishments with project
objectives. Although the 
 project has contributed to
increased 
 secondary food crop production in Indonesia,
achievement of this 
objective 
could not be substantiated
because the verifiable indicators 
 designed to measure
project accomplishments had 
not been adequately evaluated.
This occurred because project 	 the
officials believed
indicators were unrealistic and not valid 
for evaluation
 purposes. Secondly, 
USAID/Indonesia 
did 	not modify project
goals 
 and purposes as recommended 
 in the mid-term
evaluation. As a 
result, Mission management did not know
the extent to which project accomplishments had been
 
achieved.
 

Recommendation No. 1.
 

We recommend that USAID/Indonesia review 
the verifiable

indicators contained in project planning documents and
 

a. 	develop revised indicators that would 
be 	 valid for

measuring project accomplishments, and
 

b. 	use the 
new indicators to assess project accomplishments

during the final project evaluation.
 

The eight verifiable indicators identified in project
planning documentb as the 
 basis for measuring the
accomplishments of secondary 
food crop objectives had not
been evaluated 
by Mission officials. 
Five of the indicators
specified quantitative 
 increases in crop production, crop
intensity, farm income, 
household consumption and murket
supply. Three other indicators were designed to measure
achievements 
 in project purpose, including increased
utilization of improved cropping systems, increased 
usage of
commercial inputs and improved post-harvest management (see

Exhibit 1).
 

Audit work and related studies showed that 
 some of the
verifiable indicators 
 had been met had
or exceeded

expectatiecns. This 
was 	especially true for the 
 indicator of
increasing demonstration farm production 
by 50 percent and
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increasing farmer utilization of improved.. cropping---.
system..
.by 50 perce.t. For examp.e, a economic
1986 appraisal
reported more 
than a fourfold increase in corn production in
South Sulawesi and that demonstration farm crop yields from
all three Indonesian provinces 
were well above provincial
 
average yields.
 

The 1986 mid-term evaluation reported soybean yields 
 of 1.5
tons per 
hectare in one province with demonstration farms as
compared 
to .75 tons per hectare for provinces without
demonstration farms. 
 The evaluation also reported 
 that
cropping intensity had increased due to the example provided
by the demonstration farms. Formerly, only one 
crop per
year was planted, but 
this has changed to an intensity of
two or three crops per year. The second and third crops

were secondary food crops.
 

A GOI official from Lampung Province stated that the project
had increased farmers' income by 50 
to 60 percent and that
farmers 
 trusted the new cropping systems. He added that
secondary food 
 crop areas had expanded by ten percent.
Also, more 260
than demonstration 
and trial farms were
created by the 
project as compared to an output of 180
planned at the beginning 
of the project. These conditions
reflected the positive impact secondary food 
 crop production
was having throughout Indonesia. The 
audit team observed
increased secondary crop
food production and improved
cropping systems 
 in the two provinces visited during the
 
audit.
 

On the other hand, some demonstration farms were 
 not
successful. The GOI Project Manager cited several factors
which dictated success or failure, including site selection
and design, rainfall and irrigation, unity of farmers and
the availability of farm facilities and equipment. 
 In South
Sulawesi, three 
 1984/85 demonstration 
farms failed because
of floods, worms, drought and poor fertilizer application.
In Lampung Province, 
 a group of farmers, who had
participated in the project since 1984, 
 indicated that they
now preferred 'to plant rice and would be doing so during the
next cropping season because the government had installed 
a
 
new irrigation system.
 

Several of the verifiable indicators were overly optimistic
and attempts to measure them were virtually impossiblo. The
GOI Project Manager said 
 that demonstration farms were not
large enough to influence the overall maeketing system 
 or to
ensure the of
use commercial 
 inputs in areas outside the
demonstration farms. 
 He stated that he did not know how to
 



measure the indicator 
of increased household consumption..
because -------- patterns in any given
consumhption 
 area were
influenced by 
 too many factors unrelated to the
demonstration farms. The technical 
assistance team leader
believed that the indicators were designed under the
assumption that an adequate 
 infrastructure existed in the
farming areas. In reality, roads were very bad, 
extension

efforts were poor and essentially no record keeping was done
 
outside the demonstration farms.
 

Although part of the original project design, 
 the verifiable
indicators 
had not been adequately evaluated after seven
 years of project implementation. The current GOI 
Project
Manager said that he 
considered the objectives represented

by the indicators to be too ambitious 
and, consequently, he
had made no effort to evaluate them during the two years he
held that position. The A.I.D. Project Officer did 
not know
why the indicators had 
not been evaluated, but he believed
much of the data required was available at the farm level
and needed only 
 to be collected. Another USAID/Indonesia

official said that, because 
the mid-term evaluation was
critical of the indicators and suggested 
 that project
objectives be refocused, 
project officials placed little
importance on them. The 1986 mid-term 
evaluation did
address the validity of the indicators and reported them to
be unrealistic and not clear. 
 The study itself did not
address how the specific indicators should be revised, but
recommended that 
 the project be extended and the objectives
of the project be made more realistic and achievable.
 

On May 1, 1987 USAID/Indonesia requested approval 
 for a two
 year extension of the project 
 assistance completion date.
The memorandum 
signed by the Mission Director did
request that the project 
not
 

objectives be changed. It did,
however, indicate that project activities should focus 
 more
directly on 1) 
expanding the role of demonstration farms to
test economically viable technology packages 
 and more
cost-effective 
 extension methods, 2) enhancing linkages

between research and extension, and 3) strengthening the
capability of the GOI Directorate of Food Crops Economics to
undertake marketing and 
 related policy that
work would
provide the 
 analytical basis for diversification. Amendment
No. 3 to the Project Grant Agreement, approved September 25,
1987, extended the project assistance completion date until
April 15, 1990, but it did not modify the project objectives.
 

A..D. Handbook 3 defines project objectives as the highest

order of design tasks and states 
 that their subsequent
pursuit should be the central focus about which all other
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project aspects are molded. 
Section 621A(b) of the Foreign
Assistance Act requires that A.I.D. establish a system thatincludes developrmonuit of quantitati,ve indicators of progresstowarcs objectives and 
 an eva lua ion 3ystem for comparingthe results of project accomplishrmnts r . eir statedobjectives. 
 S; uh a systmr is pros rted in A.I.P. Handbook3, ChapKer J. A. I .D). Hand ook 3, (hapter 14 emphasizes thevalue O1 oval,M, atl io l by raiit. ut t hat a pr"ject canonl.y be consi ir,,l ,: ,Ii,9It, wl eni it ir successfu.lygenerati tqLr nam 0_ I,,i ifts and heo i I,'J the intendadbene fi ,a r i.es in i-h, n nrr ,a,-! i t t! .' r !, " onvi iorned
the it itLi-al pro ject 

ift 
o, f m.,i i , fit4i1 proCjec t: des ign.
 

]In ,;I IIH .t I f ".7(In tll! w1)!'Ili p', ': . )I.'.:, '. 
 IIa d rio t- t en
 
adt qao ,y -7n 1;.t "d,, I ,rl I h 
 Y ;aq (oncy r,,oyulatoions,
prZoje'ctp wa : ,-vidw I,' r,, I t , Wtill a, I I",oj,,nn.: ut r.,:;i i K - imp)ac:t:. 

be', 1)i<,C Liv P:: insulting fromw:hould! 

eva.tuatedI Lfolp0 provj c t 
 cMII] 1 t nI Le m u(tioSI. Iroject
success r l{awl o tnoit 4 , c,ntin;1,t-],, i f t- p prjeot by tte GOI. 

A .:v , I I f ) .jin, wa; ,,-'' 1opd by Cho !Jf;AID and wasprovided I, t.Wh, (o!. UISAID anl (O[ staff 
to 

m,.t in August 1989,I . I .t h, , ,- I,a i Is ,f th,' new l:,qifram, and to finalizet h, t.imijt, . I I i', and oftermn reference fo: the final 
pioloct ,,va t~. t. Ii~it '1'Ito tfow indicator, willfinal au:tI be used in the' to plo kOtt) assojs acco hlteilftrrnnts andsus!_ai. nti!i ty,. 

Off c .o th :r or tr- -------- . v . a o]_!rrcn tf:qIe 

TII'l I;:J I A i tw: a tM r," )olts i Ve Lo t Ito recomenI dat iol.A ,co:I i nt(I ly, Pfo' IrmlrltdtI itII I)l. Ii s COntside ed resolved andc. o I l I (t,! ... thf .... ions in process have beenCarnl leod~, 

"I
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2. Project Sustainability Needs to Be Adrn j.d Prior to
 
Completion of AI,D,_Assistance
 

About one-third of 
 the project fundinq •,nri to
a ation was 
be spent during the final 
 year of project implementation
 
even though there was little assu-m., that the GOI was

capable of supporting the project atfr 
 A.T .D. funding

ceased 
 Important project comronynt s, sain as demonstration 
and trial farm support, mass commui ic;t ' r S marketand 
informaticn col.ection, required additional funding and 
continued participation by the host gc. errnment. Assurances
 
of continued support were especil.l, 
itportant since GOI
 
participaLion in the project: had hoo un ic-ss
o' thai planned

tecause of funding constraints. A.I.D. regulations state
 
that pr ior to 
the completion of A.I. assistance, a number 
of con tinuing responsibilitil ltJes must onr- considered, including
host country recurrent cost: resyos ibi1 ties and the 
adequacy of funIding for the cont-inuot ope iation of the 
project. [lese i.s sues had yet tLo he res lvad. Unless 
USAID/]1 dnesia and the Illonesian uovo nment addres3 ways
to susti a in J rj-ct actvIties', mill i,,; of dollars in
p rojet 
 fulds my have been spnt oI activiLies that will 

not be coll initwed. 

Re__commlencia I ]_I . 2hag . 

We recomimend t:Iia t: IA I[,/ I ndonoes ia work with the Government 
of Indones.a to levolop a plan and budget for post-April

1990 secondary food 'top activities, including farm credit,

demonst-ration--farm stp)u,)rt 
 and monitoring, economic analysis
of ret-urnis on non-r: i ce croping, and technology and market
 
in formation1
dissqmiuati.o.
 

D i Scu_ i],'}L.on
 

Ettir n- lie I i ofl fna] year proj ect LmplmIentat ion,
1I'A I ernzd t)) soi II'(I - l()~ t' WI Ii m l ion, 31a ai Idw. 

percent 'rf the, aut:h i. zatioru, a1l1 , .y, ( '- ac't ivi ties. 
Ic.1 (AIdoI in t Is amuntnt was appros.imat,.y 01.2 mil.lion for 
toc li ca I nSpist anqa, cv r, j( 1r $-1() 10 in ], tiona I support
aFnd $,1Wi, 0)0 f.,r . j, I i,"d 2 1 17 t r. l aund',rfdtCtC, by Iowa 
St:.t-f n tiA ,, it y . hug, 


I ", I ,.'ini(, ltt assistance 
conll a,i.tY I ,t' I "IP laI ...KIA inl > J ni tra to"a d"i to 

nof ' I r 'P f Yrr~ 'I ha~o a fI i i I Iit~ 7 1 J qLI I (Cq p'lcein 

.in pIJ1 j'"'! a t;i it in . 'I'1,' I:;AIP I I ajI, I O f t i10r agreed
that he yf u i I[ ,I 'us 

:i.iv, vem l an~d ho, t lip ,l th, t - was. 

..a-r "'I i I 1l () f rs k ,1,aVL, roveIrniment 
inv, wor:thiwhile.
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Included 
in the 
last two years' activities were new project
components 
 that required continued support 
after A.I.D.
... ass stance.... ended-
..- For example,-demonstraibn.*famclusters
 
were a new element added promote
to secondary food crop
technology extension. 
 Final year activitie3 called for the
creation of 23 demonstration-farm 
clusters averaging 25
hectares each 
and having 
about 50 farmers per cluster. An
important characteristic of the 
cluster farm the
was need
for each 
farm to be sustained over a period of several years
in order to maximize its 
 impact on the farming community.
Support for demonstration operations was budgeted at
farm 

$276,000 for the final year of project implementation.
 

Another new 
project activity was the Communications for
Technology Transfer in 
 Agriculture component. This 
 effort
called for the development 
of cost effective communication
strategies to increase 
the impact of technology transfer
programs, and for 
promotion of an agricultural and economic
policy environment 
that would provide farmers adequate
incentives 
 to increase secondary 
food crop production.
Final year activities focused on the development of a pilot
communications 
model in 
 East Java that could be used to
extend to farmers appropriate technology, 
 food crop pricing
and marketing information. 
 Should the model prove
successful, 
continued participation 
by the GOI would be
necessary to ensure sustainability. Approximately $250,000
in project funding were to be spent on 
 this activity during

the final two years of the project.
 

Other features of the project 
that required continuation
were monitoring the impact demonstration farms have 
on the
surrounding economy, 
ensuring the availability of credit to
farmers and transferring secondary 
food crop technology
through extension efforts. 
 Other important considerations
included the need to continue record keeping 
 and to monitor
demonstration farm activities.
 

USAID/Indonesia 
 will not 
 provide additional financial
assistance for secondary 
food crop activities after April
1990. If activities are to continue, the GOI or some other
donor will have to 
 support them. is
It obvious that
continued support 
 would be required for some activities that
extend beyond the 
 project assistance completion 
 date;
however, the question of 
how this support will be provided
has not been answered. For several years, 
the Indonesian
economy has been depressed because of oil
low prices.
Government 
funds were no longer available for project
activities as previously planned. 
 For example, the GOI was
only able to budget approximately $20,000 over the final
 



year of project implementation, a reduction of approximately
85 percent of the amount requested and considered essential
for project support. Further, ,the,GOI had not budgeted forany 'activities'that extend beyond project completion.
 
The reduced budget generally reflects the low levels of
funding made available by the GOI in previous years. For
example, GOI counterpart contributions through May 
1989 were
$4.8 million, or more 
than $1.5 million less than planned.
This included $3.6 million 
 for credit provided to farmers
(whether credit be
should included in computing the host
country contribution is discussed in 
 greater detail in the
Other Pertinent Matters section this
of report).
training and salary components 

The
 
were severely affected, as
the GOI 
 was only able to provide about $230,000 of the
agreed to $1.2 million. 
 Financial constraints 
 were such
that USAID/Indonesia obtained a 
recurring cost waiver in
order to provide $67,000 
 for GOI vehicle operations and


maintenance.
 

Prior to 
 the audit, the issue of sustainability had not been
addressed by USAID/Indonesia or the GOI. 
 The Project Paper
and subsequent grant/loan amendments 
 did not mention the
subject. Several 
Mission officials indicated that GOI
officials 
had expressed interest in the continuation of
secondary food crop production in Indonesia but had not
officially committed 
themselves 
to any specific actions.
For example, a recent policy statement relative the
to Five
Year National Development Plan indicated that the role of
secondary food crops 
was 
important to the realization of the

GOI food diversification program.
 

On May 29, 1989, USAID/Indonesia and GOI officials met and
discussed the issue of 
 sustainability along with other
project issues. As 
 a result, on June 2, 1989, the Director
General of 
 Food Crops notified Mission officials of his
sincere interest and commitment to the continuation of
project activities beyond project completion. lie indicated
that demonstration 
 farms 
would have to be continued in the
future. 
 Also, several officials within 
the Ministry of
Agriculture have expressed the importance 
of secondary food
 crops in Indonesia. 
 For example, the Director of Extension
indicated that the project was 
 beneficial to many farmers,
who have increased 
their income through improved cropping
systems. The Director indicated that the GOI 
 would continue
to provide inputs, but not oi 
 the scale of this project.
The Director of Program Development indicated that the
project has 
 shown farmers how to grow crops more efficiently
and, therefore, was 
 important to Indonesian farmers. 
 The
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Director of Production said the project 
was important
because it taught new cropping patternz and showed 
farmers
. how.to 
 in groups,,--
_...work .....- - to -increase - production---ad-get-abetter price for their crops.
 

It is apparent that secondary food crops 
 are important to
Indonesian agriculture. GOI officials have expressed
interest in secondary food crops and a desire to 
support the
project beyond the 
 project assistance completion date.
Despite this sincerity, more specific actions 
 are
necessary. Other 
donor support is presently the most likely

source of additional funding.
 

The position that recipient countries must 
 assume continuing
responsibilities 
 after project termination is affirmed by
agency policy and regulations. Section 101(a) (2) of
Foreign Assistance Act states 
the
 

that foreign assistance
funding 
is provided to promote conditions which enable
developing countries 
 to achieve self-sustaining growth.
This goal was also included in the A.I.D. Policy Paper on
Food and Agricultural Development which 
states that the
overall objective of United 
States bilateral economic
assistance is to stimulate 
self-sustaining economic 
growth.
A.I.D. Handbook 3 states 
that prior to the completion of
A.I.D. assistance, a number continuing
of responsibilities
must be considered, including host country recurrent cost
responsibilities 
 and the adequacy of funding for the
continued operation of the project.
 
In conclusion, USAID/Indonesia 
will spend several million

dollars in project 
 funds during the final 
 year of
implementation in an effort to 
 create greater awareness of
the potential for secondary food 
crops and encourage more
participation by the 
 Indonesian government. Some project
components 
 will require continued support 
 after A.I.D.
assistance is completed. 
 Despite the fact that 
 GOI
officials 
have verbalized their desire to continue secondary
food crop support, no plan or budget these
for activities
had been developed or approved. 
 A jointly developed plan
and corresponding 
 budget identifying continuing
responsibilities and 
 cost considerations is necessary to
 ensure project sustainability.
 

Management Comments
 

The USAID has worked with the GOI 
 to develop a plan and
budget for post-April 1990 secondary food crop 
activities.
On July 5, 1989 the 
 GOI provided a letter and attachments
which spell out the intent 
 of the GOI to continue its
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support 
 of secondary food 
 crop activities. 
 Also, the
upcoming final project evaluation will pay 
 special attention
to recommendations 
 for improving

sustainability through 

the prospect of
low-cost 
 field apn:raches,
suggestions inc.uding
fte2chnology 
 and market information
 
dissemina tion.
 

Officeo L_.tljr- _][? !.}[ 20 eJe a ('uunent s 

The GOT d,-v, Iol iui andi an hnidy1et for
after the years immediately
A. I.. -i, ta 
OP onds' t responsive to Recommendation
11c. 2, Thi (s ] f-I) ,srnii:':h -fco the report. However,the11 .
 oin p' to
I-,r 
 he<, r vid,ndiridicat, h tnan 

by the GOT clearly-, iit iat... 
 -hI
last 
I by e USAID in theY011 )V() Kp,71 a,'' i i -:'ll1 1 not he sustained intotLh f-, ,1.
l- ,i, l '<, 
 r :oqative impact on
V1L-(),j. ' rt i 'I'i L:, Ih21 ta iL.i j":;hirh nlin iv n w pI:r ject activitiesion a omin rtIn n(I foim A.T.D. assistance ends,:h(l-, h,-1t ort2nnw-oie, by tlhe UJAID before new activities are
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3. 
Control Over Technical Assistance Disbursements Was Weak
 
About $2.1 
 million in project technical assistance wasbeing
disbursed by AID/Washington 
 without effective internal
control 
 because USAID/Indonesia

information was not providing
to support AID/Washington's 
certification
payment of vouchers. and
A.I.D. regulations require that
management control 
be adequate to ensure that funds are used
for authorized purposes 
and to provide safeguards against
waste, fraud, and abuse. 
Because of the lack of management
control, project funds 
 have been disbursed without proper
approval and may have been used for unauthorized purposes.
 

Recommendation N.
 

We recommend that USAID/Indonesia:
 

a. coordinate with the 
responsible AID/Washington bureaus
to establish a system for administrative approval 
of project
vouchers 
paid by AID/Washington 
that provides verification
of disbursements and assures 
the validity of these 
payments,

and
 

b. review and verify that payments made under the Academy
for Educational Development 
contract 
 were for authorized
expenses, and advise AID/Washington to 
 recover 
any amounts
improperly paid to the contractor.
 

About $2.1 
 million in project technical assistance was being
disbursed by AID/Washington 
 without effective internal
control at the 
Mission level. Handbook 19 Appendix 3A
states that 
project officers 
are required to administratively approve all vouchers for payment. The intent is to
use the 
project officer's 
 general familiarity with the
project to prevent significant errors 
in making payments to
contractors. 
 Likewise, it specifies 
 that effective
management controls 
 are necessary to ensure that 
project
funds are 
used only for authorized purposes and to safeguard
them against waste, fraud and abuse.
 

Originally, technical assistance was 
to be provided through
host country contracts, but 
after four years of project
implementation, only two of five planned 
positions had been
filled. Because 
of slow implementation by the host country,
the Mission requested the assistance of A.I.D.'s Bureau
Science and Technology. for

The Bureau amended a contract with
the Academy for Educational Development to 
provide technical
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assistance and 
other support for continuation of the project
through April 15, 1990. This was 
a buy-in arrangement under
.an existing.. project 
titled Communication 
 for Technology'
Transfer in Agriculture. The project to
was finance
$2,072,797 
 in costs while the 
 Bureau would provide
$518,199. The contractor 
was to focus on development of
cost effective communication strategies to increase the
impact of technology transfer programs 
in Indonesia and on
the 
promotion of an agricultural and economic policy that
provides farmers with incentives to increase 
secondary food
 
crop production.
 

Contractor activities 
 in Indonesia began in March 1988, and
expenditures incurred 
by the contractor 
 were reported
monthly directly to the contractor's headquarters in
Washington. The 
 latter billed AID/Washington, which 
paid
the contractor 
 and issued an advice of charge to
USAID/Indonesia. 
 The Mission recorded the expenditures
based on the advice of charge 
without verification.
Disbursements 
 were not administratively approved by the
USAID project officer. According to the Mission,
USAID/Indonesia 
was not responsible for 
monitoring these
disbursements because the payments were under the 
control of

AID/Washington.
 

USAID/Indonesia records 
 showed a total of $433,000 charged
to the contract as of May 
1989. The amount was based on
advices of charge sent 
 by AID/Washington to 
the Mission
covering expenditures for the period March 
 to October 1988.
Comparing contractor submissions to 
 its Washington
headquarters with AID/Washington payments 
 was impossible as
the amounts 
 were entirely different. 
 For example,
contractor expenditures recorded in Jakarta through April
1989 totaled about $301,000. The AID/Washington advices of
charge showed 
cnly summary disbursements 
 for salaries and
wages, fringe benefits, travel, etc. 
 There were no details
of the direct costs or basis for 
 the overhead charges
provided. The Mission had 
no control over or input into
what 
was paid under the contract.
 

An examination 
of the expenditures submitted by the
contractor 
 to its headquarters 
 disclosed some unauthorized
disbursements. 
 The statement of work for the 
 contract
contained a specril 
 provision indicating that the GOI would
provide contractor 
office space and equipment. Of the
$301,000 of contractor expenditures thru April 1989, about
$13,000 was 
for the rental of office space and 
 equipment and
$25,000 was 
 for the purchase of office 
furniture and
equipment. Another payment of $1,600 
was made for consultant
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language training, but the contract budget did not provide

funds for consultant training.
 

Although these expenditures 
 could not be traced to the
advices of charge, they may have 
 been reimbursed by
AID/Wa3hington since 
the Mission Project Officer was not
reviewing and administratively approving the payments.
Effective monitoring and approval of 
 contractor charges
should provide greater internal control 
over contractor
payments and safeguards against the 
potential for waste,

fraud or abuse.
 

Management Comments
 

The USAID agreed that disbursements 
 should 
not be made*
without proper administrative approval. However, the USAID
believed that any recommendations should be directed to the
AID/Washington Bureau 
 for Science and Technology (S&T)
because A.I.D. regulations for buy-ins 
indicate that the
approval officer 
for all voucheis is the 
 S&T project
officer. The 
USAID further advised that it will review this
matter to 
 determine an appropriate method 
for providing
input to the voucher review and approval process
centrally-funded and/or managed 
for
 

projects. The USAID
cautioned that 
 this effort should not be construed as an
acknowledgement that audit
the 
 report recommendation 
 is
actionable at the Mission level.
 

Office of the Inspector General Commento
 

The position 
 that the USAID is not responsible for providing
input to the certifying officer on 
the validity of payments
under mission-funded buy-ins 
 is not consistent with A.I.D.
regulations or good management 
principles. The purpose of
administrative approval 
of vouchers is 
 to use the project
officer's familiarity with project 
 activities to prevent
errors in payments to contractors. 
 The AID/Washington
project officer 

the 

on this contract has little familiarity with
expenditures incurred 
 in Indonesia while the
USAID/Indonesia project officer has regular contact with the
contractor and provide
can valuable information 
on the
validity of these 
 charges. We recognize that the USAID can
not unilaterally revise the 
 procedures that affect
AID/Washington; therefore, we have modified 
 our draft
recommendation accordingly. 
 We also realize that the prompt
payment procedures probably 
 preclude pre-approval of
vouchers by the USAID 
project officer. Therefore, a
possible solution 
 is some form of post-approval by the USAID
project 
 officer of a detailed breakdown of charges
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reimbursed 
by AID/Washington.

responsive plan of 

Until the USAID establishes a
action, Recommendation 
 No. 
 3 is
unresolved.
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4. Unused Project Funds Should be Deobligated
 

Through May 1989, __ about $1.3 million in project funds hadnot been earmarked for project activities even thoughproject completion 
was less than a year away. These funds
 were obligated for approved 
project activities, but some
funds will not used
be because all activities will not be
completed as planned. 
 it was likely that about $620,000.
would not be utilized by project completion. To maximize.
the use of 
 project funds, A.I.D. regulations require a
close-out review 
of financial obligations to preclude
project funds being for
from used low priority project

activities.
 

Recommendation No, 4
 

We recommend that USAID/Indonesia review 
the financial
 
status of the project and
 

a. prioritize the remaining approved project 
 activities
 
that require funding,
 

b. earmark funds for all activities approved for the

remaining life of the project, and
 

c. deobligate unearmarked obligations and reobligate or
 
reprogram funding based on Mission priorities.
 

Dincuss ion
 

Through May, 1989 about 
 $1.3 million in project funds had
not been earmarked for project activities even though
project completion 
 was less than a year away.
operational support budget of approximately $706,000 
An
 

had
been proposed for final
the year of project activities.
This would leave about $600,000 in grant funds and $20,000
in loan funds that may not be utilized by project
completion. However, the Project Officer stated

additional project activities 

that
 
had been considered for
funding. 
 Examples of these activities included 
overseas
training estimated at 
 $50,000, the final project evaluation


estimated at $70,000, and a possible 
 increase in the value
 
of the technical assistance contract.
 

Because 
 some project activities will not 
 be completed as
planned, more funds 
 were obligated than needed. 
 For
example, $134,000 been
had spent on overseas training
compared to a planned budget of $382,000. Project 
 officials
indicated that they 
were unable to locate students with
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sufficient English language proficiency; therefore, only 33
students were trained overseas by the project. Technical
assistance was budgeted oat $3.4 milli n, but only $2.4

million was planned to be spent.
 

A.I.D. Hiandbouk 3, Chaipter 14 states that p;.reparation for
financial at:rosn-out of a pi . pct should be done well before
the pioject assist:ai,:n r'mp . i o tw .i'c. The financial 
status of proje,cteach shoul d be rev iewea to identify

specific finan c1ial reniremonts 
 ovo ':e remaining life of

the project:t ii ta preclule t Pf prcject
L() us" 
 funds for low
priority activities1. The Mission, t t'orefore, should review
the fin anct;ial Stat us of the K... j-rt Lo preclude excess 
1) r) jwtF I ri, I rvwI)" N n a:wr.1 lor low priorit y projectactivit i, and In,, maximize ttheir use for other Mission 

The ) lhas issued a PKoject Implemen tation Letter
rolmiil ,i Findsfo fP the final year ct project activities
and, pl, ; III i Kri additlional 
lo.qIi i ,.,I .Iiu i ly Sept,21lt1_9 1 . i.qu i dated 

I '' , i tize project activities and 
]989 UiIn 

(09p. at iroly will W,, lo'vi we, duir i ng .h- 'el.i -sannual. 1331 
rvi ew:;, aitd ni o I lotoi.miniatJioi on t.he. amount of fund.s
that (ni 1. 14,,)1 i.gat.,,d wi.ll be made after the project. 
C(011pll i o Ii 

. . . .-. .-t. .to - . . n.. o.... . . . 

The I lni.to' : of our; reconmiendat ion was to encourage the USAIU 
f indr t,0 ,,. .,os Si ble iis' forto the un&_armarked funds

otil-t, 'd ,iii',t'i thi p, oj0(.i . 1i ISAID response, whichIh,.t (;,)I: 1 ";' 1, 1 4! "; I- , (I 1it:r I rl t hr-' b la,- nceIl(' o f thesel 

I ' ]'I ,1 1 i .; I ' i1+'i (I . hilt 'p'i'll ' I 
lat' .' b (. It1,)1... . '" I,' " , ii ] .] ]' I , . ou ( d o or )] f 

t lI un t 1 ' I ; 1 rip . lieI bl1s ( 

4 i.:: lii'.,::,;l'j'ff h''.hi, rI .I tO *lII ii at io oI how tile 
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B. Compliance and Internal Controls
 

._rIp. iance
 

The audit identified 
 two instances of non-compliance with 
agency reguLations Fi rst, t he eva luation system forcomparing project: accomplishments with stated objectives has
 
not 
 been adequately imple;,tented for this project as required
by Section 621A(b) of t% IF7oreigni As istance Act and by
A. I. D. Handbook 3 . 2ecoril , no plan had been devised 
provide fo - pr)o ject continuation after 

to 
A. I .D. assistance

ends as providel b:y Sect ion i01 (a) (2) of the Foreign
AssisAtance Act: a iid A. I . D. Iandbook 3. Not hing came to the
audi tors ' at l t i' cI as a re 1.t of <pecific procedures that
caused I I- t o be Iiv-v, int :t e1 i teins w4ere not in compliance
with app] i ,a) 1 I aws and rr-gil1at ion 

The audi t. r vlaed two iI t-a Iices where improved internal
controlrho-I HIht p t-dti)] iiiV for more effective utilization
of pIojet .ii lul:d I:I assistanceVi 1st, i nical disbursements
wer4, maeI t ) ;-tnt at: without administrative approval by
the IJ'iA I P r o,e oI .)i ,r or -omoin fami ijar with prZoject
operat ( aI, p.-",' i Ifd i.n A. I. 1. lanibook 19. Second, ,close-out I. 'c"r w of fi naic(: i-1aI obligat-ions as requiired by
A. I . 1. H1aid1)ok 3 nerodei to be conducted to preclude excess 
projct f unds from bei ng used for low priority project

activities.
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C. Other Pertinent Matters
 

The issue of whether ..credit....
should -be ......-counted .toward
fulf 111ng -the host government's contribution to a project
was brought to the attention of and discussed 
with Mission
officials during the audit. 
 This issue was particularly
relevant 
to this project because credit comprises the
majority of the counterpart contribution.
 

Section 110(a) of 
the Foreign Assistance Act states that
host countries must contribute at 
 least 25 percent of the
costs of the 
entire program, project 
 or activity. The
purpose of this legislation 
was to ensure that foreign
governments 
 have made a commitment 
 and an actual
contribution 
to the success of AID-financed projects 
or
activities 
and to ensure a realistic partnership arrangement
on development projects. 
 According to
Appendix 2G, Section C(M) 
A.I.D. Handbook 3,


and (4), the percentage
computation is based on 
 the costs defined in the project
paper and may cover 
project operating and/or capital costs
including: cash, capital goods, 
 counterpart personnel
related services and 
 studies which are part of the project,
rental or purchase of materials for the operations or
construction 
 of the project, administrative costs, fair
market value of land contributed by the country 
to the
project and other costs related to the above items.
 
Project documents reflected a 
planned GOI contribution of
$6.3 million, primarily on an "in-kind" basis, or a 
ratio of
54 percent A.I.D. 
 to 46 percent GOI fundea. 
 The actual GOI
contribution through May 1989 was 
$4.8 million or just under
35 percent 
 of total project support. Included in the
computation was $3.6 million in credit made available
used by to and
farmers who had grown secondary food crops.
issue is whether credit should be included as part 

The
 
of the
GOI contribution. 
 If not, 
 counterpart contributions would
be less than nine percent of the total project assistance.
 

The Project Paper apportioned the 
 $6.3 million GOI
contribution 
as follows: $4 million for commodities (seeds,
fertilizers, insecticides, etc.), 
$.7 million for training,
$.6 million 
 for salaries 
 and $1 million for contingencies.
Even though there was no 
 specific reference to credit,
records showed that all commodities financed by the 
 GOI were
provided throuqh the credit arrangement.
 

The practice of including credit part
as of the overall
contribution may not be appropriate because the 
provision of
credit does not necessarily result in an actual
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contribution. 
Credit is a contingent: 1i&5,,il. which may ormay not be used. For eaample, thp total amount of creditmade available for secondary fo od *-- ,olu,.inn ws $5.,million of which only $3.6 million hao u-en ued tlrougLh May1989. Furth-s, L;ho amuoiniLt> burro.,wd I: rowt i, oov rriw(i:.Hit- areto by paid hack with i nterna; DO. r , subs Pant i al1 yreducing1 he: a,ct-,rl host: qvor ri"I l a. , 'il uti.oiin Lo U.
proj ct. 

'Phe ('.IIn' I nlatt h1)1,"n Cr.lllP rt i l:tvo nr, to lr i:' i nxi .' 1rcOmmitenlr tsl la bee11 !gpre s in i i . nu ao..i ,d .l: repQo. tn ancd 
was the subi alj oIf a 1981 Insp",Ultor C.A0101 m[iuOr-iandum tot fie Aac1Il~ , ,I11 Iti11 t Ii k a , F 1 0; 1, 1-,~ ,l~i'i arnd PolI i cycoo rdt[ t i . 'T*Jf, I1c' I A : I fnapo-1 r a p r :3 d Colic"j: ;Ihat.the 111111 I ,-L[; fI Ilii i , , (tr ] V, A. I I. nv ts:.l itt
projects mny 5-, ls 
1e'l 

i tc.i" d'".> <l. qr.-ivll r t1.'[' "2 0 ':2li ,n.Ilt- , I flack 0i1 o:: cr v v;e w~ t Li.in-inc .a I 

It wZl] I r ( p l'ldtl( I 1 .() Y"rl1 t I A 1 I/ II i aI 'r' '" t r . (()r'It I 1 ut 
t: 0 m o ci scelyi on,l I- r I . 0 L" that the hont 

AjRWA- . i a I .tp . s ot N I J ow'i q1 , Ij I Vat . the o r-a .]II(),f,t ; ',1lt I 3j[: l t O h s ll l I d be dic ,di 2..'u'-Ss w..t:hAIsln/wad 1 tiq"iit t('I(10 t li].:is api]tt;c ish erniitted in future 
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AUDIT OF SECONDARY 1OCl)

CROPS DEVELOPMENT IN INDONESIA
 

EXHIBIT AND APPENDICES
 



EXHIBIT 1 

List of Verifiable Indic.:*atqrs
Secondary Food Crops Develo3 P ? ,t 

Verifiable Indicators Gl
 

1. Increase 
 production by 50% in demonstration farms, 30%

in six extension areas and 15% - 20% in agricultural 
districts. 

2. Increase- volume of ys upp-i. by 30%; improve quality,
temporal and spatial dist7ribution of supply; reduce 
marketinq spoilaqe 

3. Increase house(,hold consump bytion 109j - 15% for all 
families in six exten1sion areas and agricultural
 
dist:ri ct s. 

4. Increase c-oppi.fg Lot r.-,3i 1.t , by 50%. Increase laborrequii roeo.t or product ion, harvesting, drying, milling,
processirig atid grading by 30%. 

5. Increase faiim income Iv]5 - 20%. 

Verifiable I dica _,or utr-Losg 

1. About 50J of farme-r; in the six extension areas andabout 30'% of farmers i n agricultural districts located
in Scuth Su lawesi, East Java and Lampung will adopt
improved ci:opping systems 

2. Abot- '-(0 -- 75% of FI rmer , n i I'in areas wiJ.l
adopt inj roved 
 a jroricrtic practices; about 
50% - -15% will 
increase thei. 
ue of comme rcialIinputs. 

3. Improve )Loduc:t qua .j1ajty for home consumption and for the 
markt-; reduce food losses 
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UNITED STATES GOVERNMENT 

DATE: August 28, 1989 memorandum 
!PYTO Acting

ATTN OF: MarcuL tkop ,n DirectorUSAID/I ndo} AV 

SUOJECT: 
Draft Audit of Secondary Food Crops Development 0,
Indonesia (Draft Report RIG/A/M dated July 12, L98 ) 

TO: 

William C. Montoney 
Regional Inspector General, RIG/A/M
 

USAID/Indonesla appreciates the constructive comments made thein draftaudit received on August 2, 1989. In addition to the comments addressing
specific recommendations below, wouldwe also like to bring to your
attention severil aspects of the report which we believe should be further 
clarified, modified corrected.or 

Oil pages 8 and 21 of th: ,',,port, fAA Section 621A is cited an requiring
various actions on the part of the Mi 5:1ion and an rige 21 the statementmade that an evaluation issystem for comparing project accomplishments hasnot been implemented ani required by 9elotin 621A(b) of the Foreign
Asuistance Act bly AI)and Hatlndbook 3. 

We have been :advi ,,d by tim Reglona, Legal Advlmor that FAA Section 62]Awas enacted Ini !)61 In orde.r t:o rpqulrve A.1.9. to establish an agency-wide
system of program performance eval.tion!:io,,. A.I.D. has satisfied that
legislatiye requIrr by I.:,nt ent)ab !ng an el aborluce Agency-wide projectmanagement (eva luat:Ion) system (be"AID HH13, Chapter 12), which requires
that a synot:em of evaluatlon be met: up for Poch l)roje.ct which includesact:ions from project ,ensign t-hrouigh final projew:t ,"w, ]ation. WhO.le you
may take issui withi whther th,' Mission masm prop'r.l implemented theAgemmey' s evaluat:ion program with respe:t to this particular project orwhether, for ,xrimpl, th,,ewerIf Iable humlenst:ors Iii the prase of thinproject were well. formulated, ,p do not. bell,,ve it in appropriate or 
con [steLt w Lb the l oyi, aI i vll ' i thinory of the pruvi:stnn in question toImply that: the OnId ,'eTIt, a,o(ttrdi ng;ly, tih Agency) has violated FAA
Section 621A ItKt acLlomsby with respect to thin proje:t. 

OPTIONAL. FORM NO. 10 
(R1EV. 140 
GSA rPMIvt(ii crn) 101-11.6 
5010I 14 

http:l)roje.ct
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We also note that AID guidelines on evaluation are intended to be
flexible and to allow project designers latitude in determining the beast
Sway-inwhich to 
structure and carry out evaluations for each project. 
The
evaluation plan for each project (including identification of goal,
purpose, and verifiable indicators) is reviewed and approved as part of
each project. 
While we respect your prerogative to disagree with how the
evaluation process in this case was structured and has been carried out
(and, as 
indicated below, we agree that improvemeut in necessary), we do
not believe it is proper to imply that every shortcoming in this process
constitutes a violation of specific sections of foreign assistance
 
legislation.
 

Similarly, FAA Section 101(a)(2) is cited in several places in the
report and on page 21 the Mission is identified as not meeting the
requirements of this section due to its failure to have developed a plan
for post-project continuation of project activities. 
 FAA subsection
lOl(a)(2) is part of a section of general program policy guidance in the
FAA which includes an indication that, 
as one of its "goals", U.S.
development policy in general should (not must) emphasize "self-sustaining
economic growth". Self-sustaining economic growth (i.e. economic take-off
or graduation from the status of that of an LDC) and self-sufficiency of
project activities are 
two quite different things and we believe that it
is not correct to argue that the section cited places a specific legal
requirement on AID to assure 
that each project continues on after project
completion and to do a post-project continuation plan for each and every
project and every activity in it. 
 We are not arguing that doing a plan
for this project does not make sense 
in the case of project activities
that should and will be continued after the PACD; but rather that it is an
incorrect reading and application of the statute to imply that such is
required by the statutory provision cited and accordingly that a failure
to do so constitutes a violation of that FAA section.
 

We also believe that the report would be more useful if those
provisions of AID regulations and handbooks that the auditors believe have
not been complied with are specifically identified by page and/or

section/paragraph number.
 

There are also portions of the report which are not clear to 
us. On
page 8, for example, in the first full paragraph (starting "A.I.D.
Handbook 3...), 
the first two sentences are taken nearly verbatim out of
the section of AID Handbook 3 dealing with what should be done during
project design, not project implementation. 
The following sentence, the
substance of which is taken from a later chapter of Handbook 3 dealing
with project modifications during implementation, appears to imply that
the Mission has made changes in project objectives without AID/W
approval. 
This paragraph follows aeveral paragraphs which discuss thc
need for revisions in the verifiable indicators, which are not the same as
the project goal or purpose, as 
the latter two terms are defined in AID
termfnology. 
Part of the confusion may be due to 
the fact that the
mid-term evaluatiua team may have used the 
terms goal, purpose,
objectives, and veriftible indicators as 
if they all meant the same thing,

which is not the case,
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We would agree that any change in the basic project goal or purpose
from that 
set forth in the project planning docwmweutatlon would normally
require a PP amendment and AID/W concurrenc,. 
 in 	thlf case, however'
there has been no 
change in the essential 
goa or purpose of the project;
as 	 indicated below, we do 	agree that verifiable indicators sholId be
defined more realistically and clearly, but 
heileve that doting so does notrequire approval above 
the Ml.rnion level, 
 f tthat K what this paragraphis 	intended to mean. 
We 	recommend that 
this m parairaph be either clarfied 
or 	deleted.
 

We have also dUscus sed the comments in Part IT.C of 
the report with the
Regional Legal Adviser, who advises 
us 
that the host country's provision
of 	cash 
to 	be used to provide credit to farmers 
can be considered as part
of 	the host- country's contributoun to tohe project, much the ame as the
provilsio3,n of the 
 "s"_of plhysical f irl[ t:t i o , equipment, commodlties 
or
other reuolrc. anrati b !.rhntated I dfd ictd to 	the project and their
use for other plrp,,,s s foFrgm , 	v th hstn :,unt.ryproject. lhe m,';;rte of 	
for the term of thethe cmut-ribut Ion 1: 	lhe "vtlue of the use of thennsWet., In 	 thi n ramp the c:ash, for ti o perint doinn ng 	wich the moneyused for project purpo es. 'FE, 	

is 
fact tLhat Inart may be charged undersuch a creilt s'hel'me does nlot mean that tiarn noin contrtbut.lon of
 

rp , rci, qiu,, lnt r'
malrk.t 	 i,, ,:har);,t ,r" typt-valIue ,,f them moe 	 llv r.on;loderably belowyAn l ion,. ,i1 lt 	 thetlily recover the value of t:heIse ') tlf IIl ds n or lp.hd,,rl lne In rhe value 1l Ih, lnony over t:ime dueto 	Inflati tn nt , tiler cm.,Hso.. We 
w ll be :vvit-ulaq this further todeto rmin"l, 
 L 	 tih, mstil aIppropr it-,L 	 m thod in i.,r '.al1.II o. of timcontritl ton 1,11l conlsitder til, ui, 1 t"lfG l lunl; ;ts A. legi timate part ofthe host collrltry contrtlmtO1. We 	 would also. glree that the U15e of thefunds and not tile ,crmoditle.; purchased w itht them by the borrower should
 
be 	considered tim contribution. 

Our speci fic commntn on eaa h recommendation follow:
 

RECOMMENJIA1''I U1 INo. 

We 	recomlme dIit
that UlSAID/tridomsta review the verifiable Indicators
 
conta1ned In pt)ro e'" .'tml documents and 

a. 	,ievi.p rhJ, ,ff1 ',s"d, 	 :tors that woild be 	 valid for measuring projectaccomnl 1 M n,et;ln! Ind~ 

1).flo e ow1 i t,,I 10 Ammosfi 
 project accompt il i'rmi-it during tileflwld , ], ,v~ 
t l m
 

MIS!1; il;P1 tj'i 

A rev,, si I(gfrmp hm hen dov, I pemI by the UIA II) Pro ect: Manager and
s t I t I Ito- h the AI I Pt-r gra-im uilv ' 'mrJet- t ;itiptor t ( I!I c ( IT!;) wh 1chincl tu s 	 Iri d Ica IrI I htlit I Ire V, l Idfor mma.nrIn), tI& .idrOMP I1uii71entill Ofproject act LviI t (At tachment 1). The revt od logframe has beenforwardd t 	I he Cl) . MAlt) a31 i I .V 	 I Il t 'It In sidreview Q~l, dril. I N & 	 A ,unt, 1.919, torev!l l 	 U P! now',.!,gIr~m nd ,
n) 	 I' l it 1 m4-:!1 I roI I.', l I I' i 
toI fina lip, thp, r Inln :,I'/.a1I laiI I oilloIm,'lf f I i,p Ie)' t 
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The new indicators will be 
used in the final evaluation to assess 
project
accomplishments and sustainability, including lesson~j learned which should
be brought to the attention of the GOI and USAID for ponniile future
action. Agreement on the new 
logframe will be reached by the GOI/USAID
and finalized by mid September, 1989. 
 We will request that the
recommendation be cloed at 
that time.
 

RECOMMENDATION NO. 2
 

We recommend 
 that USAID/Indonesia work with the Government of Indonesia todevelop a plan and budget for post April 1990 secondaryactivities, including farm credit, 
food crop

demonstration-farm support and
monitoring, economic analysis of return,; on non-rice cropping, andtechnology arnd market information disnomination. 

MISSION RESPONSE
 

USAID/Indonesia 
 has worked with the 00 to develop a planfor po~st April, .990, secondary and budget
food crop activities.was rec og uii,, d In this effort Itthat not a]_l actijvjtie,; nclided inwill the project shoulde :ot Ited In tihe name form, I 

or 
the Intent. iproject srrtInabit not- to ensureIII.ty in a narrow souse but thio cciitttination of GOefforts to ,xp;ilril 'e'olid~try food crop product: iont viicoflt-,.tfotv.f, the mostomV tliols for tho c:rops proviri ng th te to.t returns.means ld jtulotltr; Thisv It (OT r,,s "oevwr time as3 n- llternattven becameavalabletlrel 1 .) r1(r sophist::ii I cat.fon -1nd off Ic telicy challnges .
 

Oil lJly '), 19)9, t ,0(;,JIprovItiI 1,t
2) which ';pe- 1 
i !,i,!n ,itt.ichmoit.s (Attachmentout thei Irtt. t to f1 (;sf t,,,r'nttliene Itss+'eonda~ry support of thefolp'ope'; +'f!,urr A so tit. upcornlug finalwill project evaluationpt' t';l itt1,nt iot t I o fom'inrehto ,.tsr Improvlnf,of i tni i I I ,t tbe prospecti i t, I ,.,r -'0 t ++. !,i ppr,,a it , Iisi I ffI rig,tljjInt. itI ore; tic flulof)Io, iri , k t I trtiitLtlb(ll<.ves fs e i nat: iton. UISAIDI (r, 11 .1it ir[Kl lr , t tJ,,dirl

of GO Iv ! t 
'e p:'e+vtde sat-,if--ctory evidenceoUlM I t ml t !W' ry,-! foo onMo,I 'su ta I neoi basIith, r.for r,,.ui..m andi t i.,tl Is ro'orrrrrirt;r Ionr b. cloirr tipol iStUarce of tile

;11l(11t rf'l1r't . 

RI"1', I,Tli' No.I'ITN 3} 

Wet r'~ 'rurrlli ti t.t lWfAll Ii t)ois ,I. 

it. ,'++t;ui I , t Ii-i/,i, i t i liinin et rat wi ipproval i ofby AIl1)/Wf,;iHI pro iSOt voiicheri /iaid.tt'o to provI+- vo rI f [catlon of d1isbur:eme(nt,, that anures
'.
t, .I Iv; I I I.I t, ',,f t( tI t , "I tmd
 

1).rI'Vt w n'ltlv* tIfy l~t it p'/rrert,; io , under th i ort.rict1ititlhtttr- I')n1 "l w rl,'forexperm i, wevi sew Alf1)/Waihil nigtol ?to re!covri nny aimount simproprly paid t:o !:h,, ('oint~ra.tor. 



AI'PENDI X 1-5 - P are n.j<, 14 

MJSSION RESPONSE: 

Although we agree that disbursement should t bai mdeadminiLtra.ti without properve approval, we do not bell,,v,, ti, , ulit report shouldathat disbursements no ume are made by Ai)/Wanhilngto ',;ithot e ffectlvecont:rol. AI) regulationj for 
internal 

buy-SH c.],,: y :idin''it:. that: theoftlcer approvnIfor all vouchers will he theoffc~ and thatIhave ,-n made to require all buy-in conrrarst i " 'Accounting, uyrftemswhich Lr'tick fundsu aga itnut their ..orre u.ponding PAOP.Tn. We suggo,t thatrecomoni]; t anymons or qtieI;tlonn re arding proJtut &MtcerpossI0lb" "ptroppI plymnts In this, area 
approval or7 

be directed to the S&T Bureau I
AI , Irig,to, ..ll 

For vou r informat ion our Ml ;i; on wil 11 e reMow ig thin are;a fordoterut i ll the pipropriate me thofd to pruvld, MUi.,on Input intovouch,-r 5~ the;iid a)proval proces;s for urra ly-funded and/or mtanagrd

pro 3 ect; bot.h In keeplng wlth AfD/M.f
rio cui r, t.; it i u,),, 

y l.ir" .:in lin]',ait oI p nt .)f ,: , )0, r.,; . :oi lP't ,'amentI Ac tr I] i 1,r t . 0). Thi s I f 0,1:rt54 Id n ult, I ,, , luth ,'oru tzrte d an anii(kiio;l~,I , :i:ru I oi tie' pir of il,.I I ,, I, tlait thI , auiIt reoummendationIs; AIt ,) i ! it -I O n ; I n l.' vI. Up rlC)1:lim eni tha1:1it tlis alud. .l1'f l, o h"i'I+, w! t, w i n ra .t the. ryuti,:#!- hie fsir h,er reviewed InA 1 5 i I h t h ()!;- of ! V', re , I uI', f I H u,; 1e 'oo r efo &li( i'Ij :111?t . sui L (I :0 1 ", pro c e.du resi i ll ' iI 1l ] 'n;i! l Ilp+t'1 (!)f r ' K t* 
a nd 

, 

I'U(O-, .I)A I W()'f J(,1o 

We rercomm.,nd that IISAID/ ndone i a review the filnanclal status of the 
project And 

a. Idenifv obilI gated funds tihatI have rot: be en earmarked for tue duringthe ':eria rm,.op !Iffe of the projert, 

h. t)pror!l zl, rema'l ining project actfvi t lesi that ruhquIrq funding; and
 

c. leo bl I , it.p ,ial I 1"ear:nar ,id obi4f.gations and reuhJi ate or reprogramfunding haned on Milf00ton priorities. 

M SS IONi kl*: PONSI : 

lISA 1)/Indoup,,; Ii hi reviewed the financil I uttuir of the project andPro lce Implpemlcuiti aIn Letter whichc ' mm!t, t571,0(0) for I Inai yearproJoct a t :MI Us bi
heen Issued.O!iAland 
o a r l y n ,p t, '., NnI iralt.'lifll wi meet In 
f ' i i ll ., . I 

t p r i o r'! l , t ru I l i'ln !n pr o jJred t . t Iv I t l , i i n d r're, 1 p n, hi.,1 n'a,l w o:, 'wI i i ~i! ,) ro i ' ,. Alipy lIn i ;+ l'I A "),l ; lI lc ( itjI 

inepart of 'ts t''i-inl i 1 1311 review" A" 'I 'lf' tl wn,19f)0,9, In M 'fio Order 

I) ~,AJ I Ir I) Wj I I I '"ll Illt, 1 0 ktn" W" I t f r JilW*iAv ft I f,,I t Imily
)haI~t.-o)"i I ,"IP Ac It 
f 

vI U v", by the cut ren"1't PAroI) ,A t ,, tI t'r wh I h atin.il I 'r' n;n IIon of th, imount. ')f ! tind which 'in bp dtI.--()I) fl '1t ("1 wil1he m , 'n I, rev utl"in , lha onbte dlip&i, i, t hp rev pw I 70/prn,1vr17 li mrtnp iii, Litit il r id t hen ithlrc i hetlo bt 11o)0i ,l upon11 ii ii'1iU :thet lie ll(lt:
ri'piot . 

http:adminiLtra.ti
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,,.mpr,. : ].exp. 

Mr. George Like
 
Project Officer AIW/ARF
 
American Embassy
 
Jln. Merdeka Selatan 5
 
Jakarta.
 

Dear Mr. Like :
 

My purpose in writing In to request issuance of tite PIL to commit
 
USAID funds for SFCUP activities in tFy 1989-90.
 

This will enabie us to proceed with Implementation of the life-of
project plan that was prepared in conjunction with the 1989-90 DIP and 
operational plan that you have already received. It is important to 
carry out this plan because this year's activities emphasize local program 
integration, new communications methods, economic information, and staff 
training that will form the basis for future improvement and expansion of 
secondary food-crops development campaigns. 

Under Repelita V. we will give palawija crops high priority. 
Attachment At provides an indication of what annual expenditures for 
food-crop development in all 27 provinces may be like in the early 19908. 
Attachment A2 shows recent trends in ovorall budgeLs oittl palowija production. 
Palawija crops now receive a higher percent of our budget relative to rice 
titan a few yearn ago. Even so, reunutces for paiawiJa development will have 
to be spread vary thinlJy~'umllons we f1tid additional funding. 

In addition to overall palawlJa-developmant work, we want to continue 
SFCDP as distitt program. It will spearhead the testing and introduction 
of new palawija farming technologies and systems in selected provincies. 
If we have no additionJl £tuludR fromt URAID or other donors next year, we will 
have to limit spaciali SWICIA wuk to tiou uriglil sixilplJ.oL provinces. 
In these provinces we will cumblite reulplar province funds (an shown and 
explained in Attnchmats Ill ud 112) with a total of about $70,000 a year 
for S CIP special activities (no shown In Attachment C). 

We will contliue tu build Lhe work around loualizud agronouinl trialw,
 
demonstration farms, introduction of improved harvesting equipment, and 
staff trainirng. At the same time, a number of improvements stemming from 
recent USAID-S1?ClP-CCTA experience will be made. These will include 
a) better danein or agroiomi trials, b) better integration of-demfoarm 
with other loca exctension activities, c) dependable supplies of improved 
sseed, d) emphasis on profitable food-crop systems in keeping with price
trends and local farming conditions, e) minimizing use of funds for 
subsidies, f) use of onnoing farmers' credit programs rather thal special
 
revolving funds, and g) Improved use of coimitun cntions media to help
 
extensiton workers reach as many people an possible. 

http:ilplJ.oL
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We are already well into the 
1989-90 crop year and, because of the
delay in funding disbursement, SFCI)P work has already missed one planting 
season. GOI Rupiah (DIP) funding is ready to be used as soon as
.authorization-for rUSAID, rejainburseient is received. - Your efforts to obtain-,
the PIL commitment within tite 
next few days will be much appreciated as
 we now have only nine monhs left to the PACD of April 15th 1990 and there
 
is much to do, 

Regarding the USAID grant funds that have been allocated to SFCDP but
remain unused, we are preparing several proposals for special activitiesthat would help the USAID-SPC), work to have more lasting impacts.
These relate to: a) cassava procusiig, 1j) farm miunatement data andtrain ng, .c) soil-coliseryi.,i , food-cruI Hyntums, )'riJz.'. biill-Us

e) training-course follow-u!I)) 
 f) use of integra -il -Iw-cOnimuwcations 
methods in local food-crops extension work, g) distilling of lessons

learned from tit USAII)-SFCDP work, and h) comiparntive study of small scalefood crop industri.l d'ev.ol)pIncit II othur FlVr HIlstitur: (outtrlue.. ,. willsend you more details iii the near future. Thteso could use a total of 
about $600,000.
 

I want to do what I call this comiing year to reinfore the success ofUSAID-SFCDP work. 
If there are ways in wiich I can help to overcome

obstacles or to clarify matters, 
I hope that you and your associates 
will feel free to contact, me. 

i.M..Wintor. Abdurahaitin IlnudRIusyd l.to Directorate of Plning ucru ry of Diructorato
1. Projolt Uikucutur SFCVIP-USII). GUi;ural. 
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Attachment B2. 

PALAWIJA EXPANSION 111101IA1,
EST1IMATED) ANNUA LI ZED UMBUE&A[A DUDJGET; $ 1 ,14 1. ,. 10 (Cf0_i /APl1N FUNDS 

6 EXIJSTIN(I sl[:CIDi1 f1I10V.I tCN!1 
Itbjec L to f~[ni-c'w :to iii.. j. furldJ3j 

D(GjFC ii1..1 cont intic Lo suppoirt Lhe deief.*!ivn L)r j.Iit P1ie ill) h
abv i x pravPOinces I hythe foll~iD] rg IKtfA Ill individu~al D)OA 

1 IIo' fo (1 CU!Widy 1-1 s ee d pvodnc Lion (3'I3.s 12]' F/ S S in S ne d
Prod iic ILi (-)n Ge n Lt. ( 13131 ) f ao c s o ybe FL~orn , zn mu ng be IL1s , ground 

it)p Cl. 1 )Fio nj, I, itd c r d 1 .j i 

2 C Ls !I(I It !i 1!L; 1(0 r C 0 I I, SzOV'hItI' l!fi ~ ')lih r~ LWI')~rs, 

b. PI'ovi!;jj1 of njri' (WLIII'Il eqtuipwiiiicit in !.elec Led 11CAreo for
field Lr I-lT of improved des igns Of :rlfin Lhrveshers (corn
anld s;oyiheaL ) nd 0 thev posL hn rveo L cq(ul pureui ceveloned bytIn' /Llglianua .UchlinleMatii r'y Dic.oprni C>ejiI' n'it Serp2ong, 

C) . LJ VnI. 
3. 	 jloi~tiij ')I lip11 i'C( 
 ) i hl ,ht . 1, rinfc 
 e l n~'i 

4I (.,onI (. i tit it1t. 1C)nL ) I ii p' C i C ii S I C 1 Cn) tI0 n io aziri ALuf de velo (pmen!At 

PL vnniaz ni", In*Vri C ) for xitzigei d i IIiiig,(-I!:. lJ.i -Ctjiii it, p ri 

Lechiio~ogy1 , Li inp ro v "d pie. s co nrL;o(I , n n 0w'm1 ip far i 

I0Yil iI
 

F u raag ee nrt 

I . (Jredi I for p111.1w 13 coimiodi-Lie is LlvaiI.lab. 1,t1hrotrgh tt lanat
Lwo on~go ing gov-prum'; n ed.iLI pro gramsi : 110f]/ ~II (ItKrudjliftLoUi, .
Tazni)I andti Lii lltiljrii lFLI(Fd C-eICL it. v 4jn eL of thke cJi 

dlii 11 C I I i itiI Ili 11111 I.)w 
I i H I' ' I I ii, 11! I Ii!i t L 

2. Th i 1'(71)], 1 r() -11 ! ;ecj)1,1Iiiti' f'rO i Intg'e' ju I 1) uii)n1'tL int(2C L of 

1is L~re liy Colprrn 	 i lla. . rfliiI-isi u L ion u~reai devulopment. 
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ttachinent C. 

Specia_ GO'[ Ends for Six S!GDCIP Provinces.;19)0 - 1.995 

OI (APON) SFCI fund _I : iiumitIoj i1., (; . J. .d,: c budget
Anualized/ Rp. 124, m. lion ) a;-uniigi that 1.0 % , l, c : Lotal cutrrent

1989/1090 hti, .tI wiLl vj ]nie. for1 l' e-d. ntiither two years,
 
1990/1993 
 lur(i 1991/199" nod Ilweutft.,' dl(lcrliL upon .greemcnt of 

GUI AP1tH SFCD[j ;CfmLral ',arpun9 fast , outih , West W.Ilusa Cast llusa,
 
Fund O : Sulawesi: SuAatra lenggara Tenggara
office Java 

-Studies 
-rials I) -

Is g I 

area 2) I I , 
-Post Harvest
 

,*iIn-irdiifl(3) I I)* I 
I I
 

- ,onitorirj /
 

Supervisiot. a ' 
Adpinistration. 4): 
 S, ' S I
 
----------------------------------------------------------------------.---------------

. to IuI tiait 1Sionrof current L)udge, 1.1locat ion4 '3pecifiC 
)(;l i )fatirin ac,'L v itvties; wil not br expancled & additional 

lpZ'x'i nr':t otLeh C-o:,1-t h. n c1111 L.A y iTrvol.veCl ill the 
,j pI ): I (- . 

I)' 1 : (. If) p irig sv*it !I rI ii 11 itI i 1 t , ( (I keIa bL 1)A t-.en1.1 :i , wiI ,, Itilt:e!I I L . ,t lu"fd l d i f . , U [I t, (, J. 1rid rh zobILum2) Dejlfta ! ip ut.; toi fi il.1-,, be)ei-: limi t d to ab,3olnte
 
nt v1i! tur'o 
 1. : 11 itIa , aIdIIny i1c. ldc2 water pump where 

) Its,ss it f1 ,)It I eli iI t. "lI, ,yjI',ill i I ( I ,1)11!; 1'1.o ln C I'TA 

I ) 'ii,i!'o m 1 itat. i MI rC 'y n d o l .1y; i t I , " tHizllo. .1.11t a I I Cua( 
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List of Rez_.ed~__n
 

Re comme ndati- 1J_.1!_.r 
 4
 

We recominund that USAID/Indonesia review the

verifiable indicators 
 contained in 
 project
 
planniu.n .l,'uniontnq and
 

a. devoL4t,) rv I;d iridicatovrs that would b,. valid 
fox mIa-s JI1L rje1 i i3 cY n'oIt I,i d
 

b. use tihe nw i.iicators to atjess project

accompli .- inorni during final.s the project
 
evalua L.i i.
 

Recomme ii, i, ,n.1 
..
 

We .roecIr , i 
 Ii it: E:SAID/ n1onesii i:o.. wit: Ii the
 
Govei ni nf, I IIII.( 23is tr:o dove iop a 1nd
lO a pT;..in

IL .budyet I ()I t--Aptil 1 9')1) 1.d If 1 c'rop

act ivi i', inclding ( farm 
 idit,
demon7 t 1a0 i,) I a m UpM it a I,_id mon, V rI ( ,
 
ecConom-i - i .I I 
 of "otulx; On lon-ri,:p r l n,>.i

and I'')  all d Ilia r kv, t i l L 1i t.i.oil
 

isJ _11;1at I .o.
 

Rc'COIII -IrIII¢t ion ?I, .3 
 13
 

We rocomnm(.,in Ihit I,.,A.[/Phi 1it~ 'i i
 

a. 'oo,1-(1 i lt , wi-h t.li( O lpr J11]e AiI/Wa."h Inq.or
bu r a,] I i v(f 1a 
1 .i r; i a J ys I
 
a i (",111r??<Va]ii l t i'' 11:,ir2I (I I 
 1hers
 

va ]iyi I II , II I;,1
Ir 

b . rov 
iw m ,Ii I h t 0 li,t'I; ;rl,, 1l11,],, t -he
 

Woil I i v '
ni I<' l i'y; , tiilli ,I'Jise1(-, t 


Al lo/Wahr o v., ally
I o I 
 amo tlltit:S
¢l,om~ly 1)a il t IIQ - )11.i 1I .? I
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Recommendation No,__ 


17 
We recoinmerid t1 ar:; the[ -),Indonesia review 
finiancial status of tl ruject and 

a. pr iori i he I lirl i r: i ng approved projectact:iv t eq tt ;l- rf-,(li i ,, tI dingj, 

b ea rmaik fu;1,2 I. i ariAit ie. approved forthe rerI liiII I ., '. iJ. pi: tject, and 

C deob iI at, ua r,-u,. ,1)1. jqatj.ons andreobligate o.r reprogram funding based on
 
Mission pr.iori.tiJ es.
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