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PART T

SCOPE _OF AUDIT

The Area Auditor General, Latin America has performed an
initial audit of $5.9 million loan funds, and $181,000 grant
funds made available by AID to the Government of Guatemala for
Rural Health Services. The audit was made for the primary pur-
pose of evaluating (i) effectiveness and efficiency of project
implementation, (ii) progress and achievements, and (iii) com-
pliance with the terms of the loan and grant agreements.

The audit covered the period from June 21, 1971 through
January 31, 1974, with emphasis on current transactions. Audit
work was performed at the Mission, Office of the Government of
Guatemala Ministry of Health, and selected health posts. Our
audit was made in accordance with generally accepted auditing
standards, giving due regard to existing AID regulations.

PART IT

BACKGROUND

Standard health indicators such as mortality and morbidity
rates show that the people of Guatemala endure a very low level
of health and health services, particularly the rural populace.
Facilities are lacking both in guantity and quality of medical
services availahle, with 40 per cent of the population having
no access to modern medical care. Of the country's 1,200 phy-
sicians, only 20 per cent live outside Guatemala City, although
almost 80 per cent of the population is located outside the
capital.

As part of its five year plan, the Government of Guatemala
has placed hich priority on strengthening its health program.
It has adavted a Duke University School of Medicine program to
train para-meciicil personnel to provide health care in the rural
areas ol CGuatcmala. The rural health program is under the direc-:

tion of the Ministry of Health. The Mission became actively in-
terested in the rural health program because of the potential
it offered for providing family planning services to the Guate-

mala rural population. A feasibility study was initiated in
1970, involving principal activities of a rural health care ce-
livery system.



Based on the feasibility study, the Government of Guatemala
proposed a rural hecalth program of about $6.0 million of which
$2.5 million would be financed by an AID loan. Also, a project
agreement for $200,000 was signed June 29, 1971 to assist in the
establishment of the training school at Quirigua, and on Novem-
ber 19, 1971, a $2.5 million loan (520-L-020) was made available
for training and equipment. The major objectives of the program
are to train para-medicals, and to equip health posts. A second
phase was added to the program in 1972 at a total cost of about
$5.0 million of which AID will finance $3.4 million under Loan
520~L-021, dated February 28, 1973. The major objectives of the
second phase are to renovate and equip hospitals, and to con-
struct and equip a nurses training school.

As of January 31, 1974, $318,000 had been disbursed under
Loan 520-L-020, and $181,000 under Project Agreement 71-35. No
disbursements had been made under Loan 520-L-021. The status of
both loans and the grant are presented in Exhibit A of this re-
port.

PART TII
SUMMARY

The rural health project in Guatemala seems well conceived
and promises good potential for achieving its purpose of provid-
ing a minimum health service in areas where it has been virtual-
ly non-existent. The project is in Keeping with the current
thrust of AID to promote developmental assistance to the poorest
and most needy scgments of the country's society.

Since inception of the project, thirty-two Health Techni-
cians have been graduated and assigned to healch posts, and 40
students were currently being trained. Health Technicians in-
dicated thav thelr training was adequate, and selection stand-
ards were high. Training of auxiliary nurses had started about
one year cheadt of schedule, and training was scheduled to coin-
cide with the Health Technicians training program to assure ad-
equate staffing for health posts to which they are assigned.

AID funded hospital renovation and construction, while
slow of implementation, has potential for generating instaitu-
tional reform. For example, becausce of loan requirements for
adeguate Nospital budgets, the Ministry of Health conventional



budgeting analysis is now being supplemented by evaluation of
g g Y g p
per-patient care costs, cost-efficiency of full-service com-
pared to limited service facilities.

While progress has been made in some areas, .opportunities
exist for improvement in the areas of organizational structure
institutional reforms, planning activities, and coordination
procedurcs. Unless improvements are made, these areas will re-
main a major problem to effective and efficient carrying out of
programs.

In Part IV of this audit report, we have identified in de-
tail the conditions requiring improvements, and have made sug-
gestions which, in our opinion, will assist management in as-
suring effective utilization of assistance provided under the
project grant and loans, and efficient implementation of on-
going activities of the projects. In general, the Mission
agreed with the substance of the findings and recommendations
in this report, and, as applicable, we have included their com-
ments and observations in the text of this report.

- General information on the audit exit conference, and the
status of actions on prior Auditor General internal audits,
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are presented in Part V of this audit report.
PART TV

STATEMENTS OF FINDINGS AND EECOMMENDATIONS

FOR THE DIRECTOR, USAID/GUATEMALA

A. Guatemalan llealth Sector

1. National icvel

The largest problem area inhibiting the rational uti-
lization of available health resources in Guatemala is the
multiplicity of facilities, and lack of adequate coordination
between institutions involved in the Guatemalan health scector.
Because of this problem, a National Health Council, within the
Ministry of Hoalth, was established in 1969 to make recommenda-
tions on health policy within overall development planning,
budyeting, and coordination of the health sector. Unfortunately,
it never became operational.



Subsequently, the functions of the former National Healch
Council were revived under Loan 520-L-021. The functions were
assigned to the Health Scctor Planning Unit, an activity of the
Government of Guatemala National Economic Planning Council.
This activity has broader powers to coordinate national health

plans and programs.

Implementation of the Health Sector Planning Unit was slow,
due to reluctance of the Ministry of Health to release budgeted
. funds to the National Economic Planning Council. Presently, the
problem has been resolved, and action was taken to ortain tech-
nicians to staff the Health Sector Planning Unit. Although the
Unit should improve health planning and coordination, its ef-
fectiveness will be limited until the Ministry of Health de-
velops more adeguate administrative capabilities to carry out
the programs. Additionally, its recommendations are advisorv
in nature, subject to revision or rejection by the Guatemalan
Ministry involved.

JAD-13/8 - & 7-00/

2. Ministry of Health Level

Various levels within the Ministry of Health operate
quasi-autonomously without adequate guicdance, and coordination
or integraticn cfforts. Ccnscguently, this has hampered ef-
ficient planning, implementation and operation of its programs.

During our review of the Rural Development Program in
Guatemala, we observed the reorganized structure of the Min-
istry of Agriculture. We particularly noted implementing and
coordinating nrocedures of the General Directorate of Agricul-
tural Services. This activity effectively translated National
Economic Planning Council plans into coordinatea action pro-
grams throughout the Ministry of Agricuiture. We believe this
approach is worthy to obscrve and, to the extent feasible, in-
corporate into the Ministry of Health.

Recommendation No. 1

The Mission should encourage and assist
the Ministry of llcalth to incorporate in its
structure a strong administrative unit charged
with planning, coordinating and monitoring all
Ministry of Health programs.



B. Planninag and Implementation

l. Project Implementation Plan

Lack of adequate project planning and coordination has
seriously restrained efficient implementation of the projects
financed under Loans 520-L-020 and 520-L-021. Loan 520-L-020
did not have a plan nor was one rcguired under the loan. An
implementation plan was required under Loan 520-L-021, however,
documents in support of the plan were not adequate. Effects of
inadequate planning and coordination were apparent, as described
below:

a. Thirty-two Health Technicians had graduated, but
there were no equipment and supplies at the health posts to
which assigned. The Ministry of Health has requested waiver
of certain bidaing requirements to expedite procurement of these
items.

b. The school at Quirigua will graduate an increasing
number of Health Technicians at about one year intervals. But
construction and rencvation of health posts to which they will
be assigned have boen uelaycd by lack of planning and coordina-

D L. LloLJy ol lldaion, dnstltute Ior dMunicipal

Developuent, Ministry of Public Works, and municipalities.

¢. Uncertainty exists as to the availability of funds
for operating health posts. Municipalities are to provide operat
ing funds. In thosc instances where they cannot, the Ministry
of Health agreed to assume operating costs. As the Ministry of
Health had not budgeted for this contingency, an emergency ap-
propriation or deferred action will be required until-budgeted
funds ave available. The Missilon has requested a firm cominit-
ment to a plan for funding costs of health posts operations.

d. Little coordination exists between Guatemala's
Social Sceurity Agency and Ministry of Health in planning of
construction and utilization of hospitals. Because of this,
the Minsion had unilaterally decided to not use AID funds for
renoval ion or construction of Ministry of Health hospitals in
towns whore Social Security Agency hospitals exist. The pur-
posc of the Mission's action was to have both target groups
utilize existing Social Sccurity Agency hospitals in these in-
stances, instearl of building a Ministry of leal:h hospital spe-
cifically for the wroject's tarast aroun uae.



e. An inadequate attempt to increment the 140 exist-
ing health posts in Guatemala resulted in the acquisition of
about 180 additional facilities between the time the loan pro-
gram was planned and implemented. Also, ownership of many fa-
cilities was not known, causing delay in renovation and recon-
struction plans until legal ownership can be established.

f. The health posts' radio communications network was
delayed due to unavailability of a Guatemalan communications
"survey team to perform necessary work. The survey team will
start work about March 1974. Until the radio system becomes
operative, health technicians will have inadequate contact with
doctors and other medical personnel for advice and instructions.

We belicve planning, implementation, coordinadion, and re-
porting problems are substantially resolvable through prepara-
tion and utilization of an adequate implementation work plan.
Even so, Guatemalan .mplementing agencies, ih general, do not
fully understand the function of an effective-implementation
work plan. 1In the case at hand, we prepared some basic guide-
lines for use in developing a work plan. Our guidelines were
presented, under separate cover, to the Mission.

TTA-c 063 ~4Gi-00 2

Reconuondacion fio. 2

The Mission should assist the Ministry
of Health to improve the implementation work
plan for the projects financed under AID loans
520-L-020 and 520-L-021.

2. Project Financial Flan

The Ministry of lealth submitted financial plans to
the Mission in fulfillment of conditions precedent to initial
disburscimont for Loans 520-1-020 and 520-L-021. The Mission
approved the wlans on August 22, 1972 and October 31, 1973.

The plons containced only bricef sunmarics of estimated costs
and, in our opinion, thcy were not adequate to scrve their
purposces.  This condition was due to misunderstanding of the
plans' purtoscs, and what the essential charocteristics consist
of to acconplish those purposcs.

We belicve that an adequate financial plan should contain
at least:



a. A reasonably detailed listing of specific costs
for each project activity.

b. Financial and budget control centers, and explana-
tion of how they are established, utilized, and measured.

M

py

c. Procedures for coordinating funding; “controls for
insuring contributions from cooperating entities; and, alter- %
native actions to be taken in the event of exter rnal as well as

J

internal short-falls in funding. \?
d. Method used for ecstimating costs, and a descrip- N

tion of inflation and contingency factors and any other pconom:c";‘?
factors affecting project costs. e
g proj SN

/7

e. Detailed review procedures for evaluating actual
operations against planned expenditures on a periodic basis.

7

Recommendation No. 3

The Mission should assist the Ministry
of Health to develop and implement adequate
financial plans as a moans of planning, eval-
uat 1ag and COLLlaasity wud finanicial resources
of AID projects.

c. Prouress Reporting b\
"B
The Ministry of Health quarterly and monthly project nrog- \Qf
ress reports, as required under Loans 520-L-020 and 520-L-021%, N
were not SmelLLC“ to the Mission, although they were requested R
many times. #£5 a recsult, the Mission was denicd an essential <
source of monitoring information, and assurance of the Ministry |
of Health's capability to ade ately monitor and control the ‘t
projcct. The lack of rcportlng was Gua to the Ministry of Healtlt's
ineffactive administrative and coordinating procedures. ~\
¢
We urce not making a recommendation regarding project re- 0
porting sincec it is covered under Recommendation No. 2 of this Fi
report .
D. Financlol Management

Improved revicw procedures were needed to assure that reim=
bursablea c cpciicon oo wora in Gocor anTo -rith project guidclinos,

-] -



tion of allowable costs and documentation requirements would
avoid time-consuming process of disallowance and resubmission
of vouchers, and prevent depletion of the revolving fund for
unallowable costs. DMoreover, supplementary vouchers should be
utilized for resubmission of costs disallowed on the original
reimbursement voucher.

3. Project Budget

The Mission needs to improve its controls to assure
that individual components of the project budgets are not ex-
ceeded. A summary analysis of expenditures by project component
should be maintalned for this purpose. Failure to maintain this
control may result in abrogation of the project financial plan
through over-use of funds in one area, creating funding short-
falls in other areas. For example, some of the funds allocated
by Project Agreement 71-35 for the Quirigud school furniture
and fixtures were utilized for renovation and construction of
the school.

Recommendation No. 4

The Mission should:

a. Establish definite guidelines on
allowable project costs for Loans 520-L-020
and 520-L-021, and coordinate these guide-
lines with the Ministry of Health.

b. Reimbursement voucher review pro-
cedures should be coordinated with the Con-
troller's Office and the Project Manager's
Office to assure comrliance with established
policy and recgulations.

c. Encourage the Ministry of Health to
submit reimbursement vouchers on a more fre-
quent bhasis. '

d. Establish procedures whereby sup-
plementary vouchers are utilized for reo-
submission of disallowed costs.

e. Estaklish and maintain a profect
budget control in the vroiect records,

- 9

P
i 5 - ,.‘”-‘ Bl T l./ s
-

&R NG b "'""éﬁu’



E. Operation of Health Posts

1. Equipment and Supplies

Health care equipment, supplies and training aids were
inadequate at the four health posts we visited. This was caused
by procurement delay within the Ministry of Health, and an in-
adequate operating plan to determine needs of health posts. In-
adequate supplies and-equipment will hamper Health Technicians
in gaining confidence of commanities to accept the health post
programs.

2. Assianment of Medical Interns

We interviewed Health Technicians at several health
posts. The Health Technicians stated that medical interns would
also be permanently assigned at health posts and, upon their
arrival, health posts would be designated as-health centers with
expanded medical care capabilities. The assignment of Health
Technicians to health centers was not anticipated in the Health
Technician Program; consequently, their roles at the health
centcers have not been defined. This situation may result in
possible conflict between the medical interns and the Health
Technicians becavse (i) medical interns nave not had the benefit
of spocialired training in rural public health techniques, where-
as the lealth Technicians were trained for such purposes, anc
(ii) medical interns will be the senior leaders at the health
posts. We believe the potential impdact of the rural health pro-
gram can best be realized by vlacing only personnel specially
trained in the necessary rural health technigues into these en-
vironments lacking esscntial health care, and allowing them to
exercise their skille within the framework of the planned pro-
gram.

An additional problem that may result from assignment of
medical interns to health posts is the cost of their salaries
and supyort costs which were not budgeted for by the Ministry
of Heallh, nos were funds provided for in the AID loan. The
medical intern proygram was rejected in 1970 by the Ministry of
Health os bevond its capacaty. Reanstatecment of the progranm
may prescent sorious nrojeoct funding pr.plems unless the Ministry
of Heolth makes its own funds available to pay for the intern

program.

N\
RS
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Recommendation No. 5

The Mission should:

a. Request assurance from the Ministry
of Health that health posts will be adequately
equipped and supplicd.

b. Encourage the-Ministry of Health to
coordinate the medical intern program with the
Quirigud training school to assure that se-
lected students are trained and oriented in
rural public health principles.

c. Request assurance from the Ministry
of Health that it will finance the cost of
the medical intern program associated with
the health centers.

F. Training Materials

1. Eguipment

At the Quirigud training school, we observed a signif-
icant amount of unuscd training andé medical equipment, much of
it in original cartons. The school director states that a sub-

stantial quantity of items were too specialized or too sophis- ™~
ticated for students' use. We discussced utility and practical- N
ity of the eguivment with Mission personnel, and it appears N
that non-use may stem from omissions in the training schedule, *
and misunderstanding by the faculty as to the intended use of .i
<

the ecquipment. It appears, therefore, that this area of train- |
ing mav nced further emphasis in the curriculum to assure that
all aspects of the planncd training program are accommodated.

Morecover, cguirment not necded at the school should be
made available to other health institutions on a proven necd
basis.

2. Texl Material I

Much of the school's text material was reportedly not
apt for the training nceds of the students, being too advancad
and too particularized for their needs. A basic text, or train-
ing manual would be extremely uscful to supplement the lecture

com oo,



Work has started on a basic training manual for the Health
Technician progran, but we believe efforts to produce such a
manual should be intensified in order to assure the quality of
training as well as introducing a reasonable level of uni formity.
An adequate training manual could also serve as a valuable refer-
ence text for other training programs of the Ministry of Hcalth,
including auvxiliary nurses and health promotors. In addition,
adaptation could be practical for other Latin American countries
if the Health Technician program proves to be exportable.

Reccommendotion No. €

The Mission should:

a. Encourage the Ministry of Health to
place more emphasis on Jaboratory and practical
demonstration, utilizing the equipment procured
for this purpose.

b. Request that an analysis be made of
unused equipment, and transfer surplus items
to institutions wiiere they can be utilized.

C. DAssist the Ministry of Health, as fea-
sible, in the preparation of a Health Technician
training manual with a view to additional utiliza-
tion in other Ministry of Health training pro-
grams.

G. Special Evaluation

The Guatemalan Health Technician program was to receive
special attention because of its unigueness and potential value
as a pilot program for all of Latin America. Plans were to
evalvate (i) community attitudes, (ii) demand and delivery of
health sorvices, (iii) selected paysical parameters on samples
of the undoer-14 population, and (iv) morbidity statistics.
Plans were also contemplated for a study of cfficiency of the
health care system within itself; evaluating degree of super-
vision, locistical support, supply level and adwinistrative of-
fort. 1In adldition, an AID/W cvaluation project was planned to
neasure the impact of the improved health carc delivery systoem
on a before and after basis, using communitics selected from
predominantly Indian, and some non-Indian arcas.

P
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AID/W agreed to +he pilot eval' ation program, but subse- ‘&
guently it requested that a second evaluation activity be uncer-
taken; that of an cvaluation of technical assistance needs.
AID/W wanted the sccond evaluation project to be accomplished
concurrently with the first cvaluation project. The Govern- ™M
ment of Guatemala declined the second activity hecause (i) it
had neither resources nor capability to undertake such a pro-
gram and, (ii) the study would be of limited benefit to Guate-
mala. At the time of our audit, no further vrogress had been
made in implementing the original evaluation project.

oy

While the nced for a sector-wide analysis of the health
programs in Guatemala secms undeniable, it does nof seem pru-
dent to impose it as a condition if it results in substantial
delay for the Health Technician evaluation project. An accurate
analysis of conditions preceding full implementation as well as
subsequent operation of the project i1s nceded if an adequate
evaluation of the effectiveness of the project is to be made.

VA - Lfy — g

Recommendation No. 7

The Mission should, in coordination with
AID/W, give considerztion to a return to the
first evaluaticn ficjoct cavisioned in the
loan Capital Assistance Paver, with plans for
subscquent imploementation of the second evalu-
ation project to be basced on expanded capabil-
ities of the Government of Guatemala to under-
take a broader scopce of work.

I

PART V

GENERAL COMMENTS

A. Exit. Confercncao

A formal exit confcerence was held on Awpril 4, 1974 with
the Mission Director and his senior staff, to discuss the audit
report.

B. Prioyr AID Auditer Cencral Andit Reports, Inspections

and_Appraisals

This was the initial audit of these projects.



C. External Audit Reports and Insvections

The Mission files contained one external audit report
dated May 18,71973, made by the Inspector General for Foreign
Assistance. We reviewed this reports, and where applicable,
the contents were considered to the extent deemed necessary
in our audit.



Rural Health Services - Guatemala
Financial Status of Projects at January 31, 1974

EXHIBIT A

Proij, 520-15-580-189

(ProdAg 71-35)

Commodities
Other Costs

Total

Proij. 520-22-530-206

(AID Loan 520-1.-020)

Training School
Health Posts

Radio Net

Technical Assistance
Vehicles
Maintenance
Contingency Reserve

Total

Proj. 520-22-530-218

(AID Loan 520-L-021)

Hospital Renovation
Paramedical Training
Planning Office

San Carlos University Equipment

Vehicles
Contingcncics

Total

Expenditures Covered in this Audit

1/ To be used for other purposcs

(In $000)
Obligated Liguidated Unliguidated
S 76 $ 76 S -0-
105 105 ~-0=
S 181 S 181 -0 =
$ 1,098 $ 318 $ 780
483 ~0- 483
423 -O= : 423
77 -0 77
267 ~0- 267 1/
45 ~-0= 45
107 -0-= 107
$ 2,500 $ 318 $ 2,182
Committed Disbursed Undisbursed
$ 2,000 S -0~ $ 2,000
252 -0~ 252
430 ~-0- 430
300 -0- 300
100 -0~ 100
318 ~0= 318
$ 3,400 S -0- $ 3,400
$ 499



EXHIBIT B

DISTRIBUTION OF AUDIT REPORT

No. of Copies

Mission Directcr, USAID/Guatemala
Guatemala Desk Officer, AID/W
LA/OPNS, AID/W

AG/AUD, AID/W

AG/IIS, Miami

IGA/W

AG/OAS/W

LA/DR, AID/W

Office of Engineering, AID/W
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AUDIT REPORT FLY-SHEET
ADG/LA: Guatemala

Report Title: Rural Health Services Audit Start Date:__ Dec 10, 1973

Guatemala
Report Number: 1-520-74-88 ate Aud. Work Cemp.__ Feb 22, 1974
Issuance Date: Jun 12, 1974 Audit Cut-off Date: Jan- 31, 1974
Audit Responsibility Concluded: Type of Audit: Initial
Yes __
No X

Names Hours

1. American Auditors

John P. Daddio, Audit Manager 4
Charles Churchman, AIC 237
241
2. TLocal Auditors
Federico Ruata 64
Richard W. Layton 260
324
TOTAL HOURS 565
3. Audit Coverage 3 499
Number of Units Value in ($1,000's)
4, Identification of Units Covered:
Nunber Name Value (000)
520-15-580~189 Population-Family Health 181
(Prohg 71-35)
520-22-530~-206 Rural llealth Services I 318
(Loan 520-1,-020)
520--22-530-218 Rural Health Scrvices II -0-

(Loan 520-1,-021)
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