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Background

This report is the result of a six week diagnostic review of development
project planning, budgeting and management procedures used by the
Govarnme.at of Pakistan (GOP) and f£ne Unitad States Agency for

International Davalopment (USAID). This effort was comaissionsd by USAID
mp———

———

~

to determine the impact of systems daficiencies on the imglementation of
——

its extensive foreign aid program in Pakistan, Since previous studiss,

by USAID 2nd other donors, had concentratad on project preparation andg
aroroval proolems, this diagnostic review was to focus on systems and
procedures ralated to budgetary management znd financial reporting. On2
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taz=nigal 3zsiszince project to further 2nalyze preliminacry findings anid

mhrough interviews with GOP and USAID officials, analysis of clanning ani
budge: documents and review of previous assessments the following

crincipal findings have been made:

l. Ther2 is za unplanned angd uncoordinated invastment in computar

hardware 2nd software by both {SAID and the GO?

"

2. No common financial framewdork exiskts within tha GOP for

donor-financed projects, <Cost estimail ragorting forms

—

-

are inconsistent and contradictocy
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3.

o
.

A saries

There is no systemaktic approach for project tracking,

ecformance monitoring or accountability assessment
P

Therg¥has been a lack of appreciation, by USAID and the GOP, of

the other's planning, budyeting and implementation regujrements

A unified, and integrated data base, is essential to the future

-

administration of the GOP's development program

Project leval managemant is either non-existent or extremely

n2 GOP s3hould coacentrate resourca2s 00

r
[11]

Weak. 232%h USAID 2nd
emm—

Suilding capacity 2and moting “aligament® at the project leve

'
[
8]

consideration by GOP and USAID officials., Scopes of work for three

managemen

I11,

t svstens devalopment projects are included as Annexes, I,ILI, &

The International Science & Technology Institute, and its consultant,

Jonn Dalt

on of the numerous GOP and USAID

on, 2pgraciate the cooperat

profaessionals who shacrad their views and provided vary helpful guidanca.

cecial thanks to Mr. Monammed Hussain, Chief, Devalopment

. ]

Authorization/?ian Coordination, Planning & Devalopment Division for

crovidiag

diraction & counsel throughout the project.



SECTION 1

RECOMMENDATION FOR ACTION BY THE GOVERNMENT OF PAKISTAN'S MINISTRY

OF PLANNING, FINANCE AND ECONOMIC AFFAIRS

This section of the report contains six recommendations for

e

inclementation by the Government of Pakistan through its Ministry of
Planning, Finance and Economic Affairs. The significant policy and
management implications represented in some of these recommendations can

oaly be 243ressed by the Minister, Dr., Mahbubul Hag, himself.

o

w

Tha recommendaticas are intandjed to assist th2 GOP estadli

unified, {ntegrated znd cost effactive systzams for davelorment gproject

2

managemenkt., Procedural racommendations to a) promote timely

inplemantation of foreicgn assisted projacis 3nd b) assur2 the r2alization

of associated receipts, are mattaers for immediate attention during the

[1+]

1935-86 Eiscal.periég. The importance of extarnal resource flows to th

development program is depicted in Exhibit L. These figures ars2
4ell-known to GOP profassional administrators, but the relative magnituds

and budgatary impact of thase 2xtarnal rasources is worth reviawing nda,

as the first quartar of the fiseal year draws to a close,

The mos: important recommendation contained in this raport Jeals

by

wlth 3 computaec systams planning crojecy as the vehicle for constructing

a comprehensive data base and assuring "alignment® between GOP data anij
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The Significance of Foreign Aid to Development Project Implementation (1985-86)

Current expenditures exceed net

revenue by 9,260 million vupees
External resources of 26,600 million rupees

is B7% of total resources of 30,594

miltion vupees

Budget gap of 13,600 million rupees is

33% of ApP

Federal shave of ADP is 72%

Provincial share of ADF is 28%

or 9,950 million rupees.

Provincial shares of total ADP

Pun jab - 11%
. Sind - 4.5%
. NWFPp - 3.5%

. Baluchistan

2%

Autonomous bodies command

45% of total ADP

CURRENT EXPENDITURE

82,649,000,000

DEVELOPMENT EXPENDITURE

46 ,800,000,000

EXTERNAL LOANS
AND

GRANTS

26,660,000,000

CURRENT RECEIPTS
86,896,000,000

LESS TRANSFER TO PROVINCES
13,507,000,000

NET REVENUE: 73,389,000,000

LIGIHXd
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systems and those of forelign donors. Immediate and decisive action is
—

needed to prevent policy fragmentation, duplication of resources and
T —

permanent systems misalignment.
/

—

The specific recommendations offerad for consideration by the GOP

are:

L. Pregige an ovarall systems plan for automating the Ministry of

Planning, Finance and Economic Affairs.

2. 3uild ugon the new Ministry structure of Plagpniag, Finance and

[
-

Q)
\ &

concmic Affairs to a) estadlish a singls, consistent set of co

astimating forms, b) develos 3 consolifatad data base and ¢} share

skilled rescurces more effactively.
e

in Faa AND ";udg.a'-,

3. Instituta2 a system of donor-specific demands wica

-

“—

structure to assuce proger attention-to axiernally finaaced

development projects.
e’

4, Require expenditure programming for projacts within donor-specific

demands and release funds on the basis of these plans, not: only on 2

-_
percentage basis.

5. Concantrats on the davelopmant at 2AD ol 3 consnlijated

financial/performance cregorting and monitoring system.

e ————

-5-



Estig}ish a Project Manager classification, within the gazetted
—————————————e

class of officers, to initiate provincial and federal development
‘_\__\———-W——”—'

projects, train implementing ageancy personnel and institute model

finapcial and performance management systems.

sneseronl

e s



l, PREPARE AN OVERALL SYSTEMS PLAN FOR AUTOMATING THE MINISTRY OF

PLANNING, FINANCE AND ECONOMIC AFFAIRS.

The recent consolidation within a single organization structure of the

telated functions of planning, finance and economic analysis has the
et ARl

i

——

potential of bringing about a unified and integrated system of

development administration in Pakistan. At the present time each of the

three Divisions which have been united in the single Ministry of
B N ——

?lanning, Finance and Economic Affairs operates as an

independent

orgigizgiion, pursuing objectives which are largely confined to the most

narrow tnterpretation of its mission, The current structure works

agaias: its2lf, assuriag cost in=fficiences, volicy coaflicts, systans

d2slication 2n3 fragmentation of the develozmant grojects data pas2., Thz2
—
cocentially powerful alliance of thase functions into an int2gratad
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strzuctura cannot de achiaved uatil the exi

Computerization mav not always provide a net benefit to an organization,

P

a

carticulacly Lf tha introduction of new computer technology will zeducs

the valus of previous hardwara/software iavestmaats. The Planning and

Development DPivision has ordered a NCR mini-computer ang will Zdesign _

N
act proposals (PC-I/7I) and

sgecialized software to track devalocment project

monitor the crograss of asgrovasd projects. Th2 tachnology selectad by

wita the Ministryv's existing IBM/4331 mainfranme

or
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becomes operational, it will not be possible for Finance and P&D to share
information concerning the cost and performance of development projects,
In effect, there will be two independent, overlapping data bases. What
should be a consolidated data base, consistent with the multi-functional

cnaracter of the Ministry, will be fragmented into sagmeants corresponding
to the organizational acrangemeat existing prior to the establishment of

the current Ministry structuce.

The Ministry's Economic Affairs Division nas received a grant from UNDP

to acguirs an IBM/AT microcomputer, Ini:iélly tha dabt management

functinns are to b2 automates, althougn it is anticipated that other EAD

o

functions will 22 compucerizes, as wall, MNo plans exist, however, tO

Link thais tachnology with the Fin2ncz Tivision's I3M matinframe,
astwsitnstanding tha fact that 2) ZA2 proviizs Jedt seorvice dzta to ta2

Tinance Division (3udget Wiag!) 23 gart 5§ the annual budgat =2x2rcisz, and

5) I34's product line has ba2an 3dasizna2d &5 facilitvate mainframe to micrd

of this commentary is not to criticize individual agencizs of

r

3
5
W
0
o
—
po §
or

the national govarnment for acguiring computer resources, butb rather &3

[T}
cr

golnt out that without grocar cslanning and coordinatinn th2 apparen

gosizive effect of on2 ac:tion can nave serious u2gativa coasequences for

elements of the systam, Iz is ironic that the goverameat Division

(&)
or
I
[
Lol

wnich prides its2lf on tha fac:t that davalogmeant groject aprrovals can

invastmencs, should acguire 30 critical 3 r2s0urc2 33 3 COMpUL

r2gavrd to these same sktandacds.,



The most important recom ki ntained in this report is for the

Miaistry to prepare a systems plan and use it as the basis for acquiring
e e e e

the computer hardware/software nzeded to build a consolidated data base.
i

A major part of the plan will deal with the requirements for the Annual
Davelopment Programme. Exhibit‘z;depicts the major file structure for an
integrated development project managament information system, Note that
within this unified structure the unique datz management rejuirements of
each of the three Divisions will be satisfied, The thivee major

components of the system are:

~

. Projects Iavantory Managament System- administered by the Plaaning

W

and Devalogment Division, this part of the systam woild provida &1

i i e,

cigacity to identify 2nd tcack the status of ootn progosed and
agsrovad davalappmeat-gesdects.
. Projact Budget Managemen: Svsiem - administared oy the Finance
G———

Division as a sub-system of its own budgeting and expenditure

moaitoring system. Devalosmeat project oudgats, outguts and

nenaficiarias would b2 trackad from projact incagtion to comgletion.

. Zconomic Monitdring and Tracking Svstam -administered oy the

Economic AfFfaics Division this part of the systam would encompidss

“ e er———

5 raceivadbla 3and Eiaancial monitoring

ieWcoun
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Each "system", however is part of a unified data base, supported by one

data base management software package. The Finance Division has recently

acguired a package with the best price-to-performance ratio on the

market. SAS, a product of the SAS Institute of Cary, North Carolin2 is

an excellent tool for govacnment 3Jata processing. Without pcejudicing

the cecommended svystems planning effort this product nas the endorsement

of over 15,000 mainframe comput2r usecs worldwide.

Systems glanning, and EOLl°w'U?_19213932333192L~ii~32_3igfﬁiiif_

uandectaking., Since much of the focus will be on the developman

scrocranme, axternal Financial supgort should be solicited. Zach of th

Frir majos doncrs (1225, AD2, USAID, OECF) shouzld be regussiad %3_232&#15

%E% 5f the cos:, with the GOP? contributing 3 full partnershiz shar2. A1

effoct such as :nhis could reguire up to 24 months to reach the detail

jdesign stage wich costs exceeding $l.5 miliion.

2, BUILD UPON THT NEW MINISTRY STRUCTURE OF PLANNING, FINANCE AND
ECONOMIC AFFAIRS TO: A) ESTABLISY A SINGLE, CONSISTENT SET OF COST
£STIMATING FORMS, B) DEVELOP A CONSOLIDATED DATA 3ASE, AND C) SHARE
SKILLED RESOURCES MORE EFFICTIVELY.

If policv coordination and svst2ms intagration age trua apjectives of the

naw dinistrv structure, one of tne firs:t actions by tn2 Minister sho0ald
. ’

L(l’

b2 =he alimination of inconsistan: and Juplicative project cos

estimation formats. Representatives from =ach of the thrae

-1l-
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should be assigned the task of developing a unified and consistent
package of financial input forms so that development project funding
requicrements, particularly for projects financed by foreign donors, can

be identified in a timely and accurate manner, The current procedure -
T

each Division independently collecting financial data and then

——

*coordinating® with the other two Divisions to verify the accuracy of its

own data - is unnecessary, confusing, wast2ful Of valuable Sime anid

nanpowar resources and prone to error. The development of a "package" of

financial forms should also motivate the Ministry to recognize the

nacessity of developing and maintaining a unified data base,
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claaning and programming is committed to the process of scaling back
budgets, adjusting allocations, r2assigning priorities and cerforming
similar administrative taks which delay project initiation and, for
foreign aided projects, make it Jdifficult to achieve the disbursenent

lavals neaded to achiave foraign axchanga rac2idts 2stimates.

r

is proposed that the Ministry of Planning, Finance and Zcononic

fai take the folloding st2ps designed to cagitalize oa its ned

4
rn

~
n

mandata,
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a. Undertake a special project, supported by foreign donors, to develop

a unified proforma for dev:lopment project budget cost estimates.

b. Establish a single, Ministry-wide Computer Cell with authority to

develop standards, cdefine requirements and mandate compatibility.

tach of these is explained below and, where appropriate, cross-referenced

to other recommendations in this report.

a, Undertake a special project, supported by foreign donors, to devalop

2 unified orofsrma for develoomant oroject budget cost estimatsas,

mads more

13

Analvzing the financial status of for2ign assisted projects i
difficult as a consequence of the inconsistent time-frames and accounting
apsroach raflacted on the input forms employed by the Ministry's thcee

Divisions. The irreconcilability of thes2 formats accounts, no doubt,

for the discrepancies for the 1935-86 period in the Estimatas of Foreign

Assistance document (based on EAD datz) as compired to either the Demands

for Grants and Appropriations (Finance) or the Public Sector Deve lopment

Programme (Planning and Develorment). On2 may also presume that these

flaws in the initial data base tend to lengthen the time rejuired tO

rospects for

o]

arrive at accuratz revenus and expenditur2 estimates. The
omissions and miscalculation are obviously greatar under the current

approach, using the existing proformas.

13-



For example, the Statement of Foreign Aid Disbursements, the principal

data input format promulgated by EAD, is intended as the primary document
for representing 1) actual foreign aid "pipeline” (as of June 30 of the
prior period), 2) projected pipeline balance at the end of the current
Eiscal year and 3) estimates of foreign aid disbursements, in the
currency of the donor and the eguivalent rupee value of these

disbursements, Problems with the form abound, The calculation of actual

"pipeline" is arrived at by subtracting GOP disbursements for a single

year from the "allocation®. This term is not defined, but it is presumed

=

b the tot2l loan/croject obligation, It is also assumed that

v
(o)
fal
[11]
(o]
"
(1]
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(a1

ceriod (June 30) ars2

1w
[e]
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ements through the closz2 of the prio
to b2 subtracted, no: merely the actual disbursenmen:s for the previous
fiscal year, O:herwise "pigeline” estimatas would be substantially

misstated, ETven 2t that, direct disbursements by donors do not szem tDo

2e factored into the eguation of "pipeline®, The utility of the

calculated result is guestionable. Second, the calculation of projected

pizeline is on the basis of estimated disbursements KEEEEE_EEEEL/

-
~— -,

expenditures (i.e. including accruals). Since both Planning &

Davalopment and Finance use expenditure estimates as the means of

projescting budgets for the current year, it is impossible to teconcila
EAD data to the data submitted to and utilized by these other agencies.
Third, the calculation of rupee cover reguirements, being based on
disbursements, is understated for budgetary pucposes, and not easily

correlated with information concurrently submitted to 2&D and/or Finance.

-14-



Greater consistency - in terminology, timeframe and financial focus -
——_—

among all of the forms and documents promulgated by national gover g
\_—/—_/ =

agencies will promote a more efﬁi;iea&-u;%%fz&;igp of agency manpower and
——_—/—\4

will focus the attention of approving authorites on the implication of

the data, rather than on a determination of its accuracy.

Further analysis should be directed to the development of a single

"nackage" of budgetary forms, encompassing all of the data needs of the

Ministry of Planning, Finance and Economic Affairs, to be distributed to
implementing agencies and used for the annual development program/budget

Sragaration exsccize. Standard definitions, timeframes, financizl focus

Lz, 3should be emsloved, Wnen comgpletad by imslementing agencies this

r

-

time

~

Tackaga of forms sould pe submitted to a ceantrzl point. AL tha
individual forms in the "package" could be distributed to the separate
Divisions within the Ministry for morze intensiva analysis, The iaternai
consistency of the data could then be verified and true coordination

could be achieved,

Zxhibit 3, Impact of Data Flow on the Managament & Organization Structure

indicates now the current patteran of informa:tion exchange betwe=2n

inistry of Planning,

[t
=

implementing agenci2s and Missions within th
Finance and Economic Affairs reinforces tha vertical, independent
divisions within the Ministry. By devaloping a unifiad package of ingput

forms the effect of these artificial barriers will be minimized.
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EXHIBIT 3

IMPACT OF DATA FLOW ON THE MANAGEMENT & ORGANIZATION STRUCTURE

A. Segmented Structure Inhibits Policy & Management Coordination

Ministry
~
vi
1
!
1
' h 4
' t
CURRENT Planning ; Finance Economic
| Affaics
| |
' i
/] ! L S
]
' !
! 1
+
. |
, ]
' !
24 i L
Provincaes ¥ Imgiamsnting Agenciss
3., 2olicy & Managemen: Integrztion Through Revised Data Flow
Ministry
of
Y
PROPOSED Planning, Finance & Economic Affairs

1T v

Provinces § Imglamenting Agencies




An effort such as this requires a firm commitment by the Minister,
Mahbubul Hag, and active pacrticipation by senior level personnel in
da2fining the financial and statistical data rejuired for planning and
budg=ting purposes. While consultants could support this effort and
provide a sounding board for govecmental suygestions, responsibility for

the success of the project should rest within the Ministry.

At least one year will be needed to complete the effoct. This will
assure a distribution of the package in December 1986 for the FY

85-57 period., This time period is recommenied since dzfining

virements and precaring appropriate proformas and instructions caanot

wl

52 accomgplished withost consideration of the imgact on data orocessin

s7stems (2xisting or clanns3d! as well as, manpower allocations ani

financizl accounting/rzgor:ing procedures, Thes2 issues Will n22d

ration during the period st aside for developiag tne
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Aanex III, at the end of this repor: contains a description and general:

scope of work for a Project Budgeting, Reporting and Monitoring

2rocedures efforct.

D, Establish a singls Ministry wide computer cell with authority &3

javelop stindards, d2fine reguirements and mandate comgatinility.

It is very difficult to raccuit, hire and varain personnel with comguter

experience, The Minister announced in his Budget Message 2 stipend of

-17-



Rs,6000 for computer professionals as an attempt to bridge the
considerable gap between public and private sector pay scales. 1n time

this should produce some positive results.

In the meantime, internal compstition for scarce technical resources
(e.g. between Finance, P&D and EAD) will only frustrate GOP attampts to
computarize managament functions. Even now %he exc2llent Finance
Division data center, organized initially by Javed Talat and now
administered by Mohammad Nasrul Aziz, is seriously understaffed, should
25D and EAD organize independent computer centers or computer cells which
compete with Finance, the already thin venser of tecanical expartise will

crack under the s:irzin of axcessiva demznd,
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mainframe and microcomputer operations, will b2 available to respond to
the internal needs of the Ministry., For the present, the principal
ra-ionale supporting 1 single computer cell is the need for the Ministry
to: a) consolidate its technical maapower rasources, and b) act as

roject manager for ta2 Ministry's systams clanning and computerization
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3. INSTITUTE A SYSTEM OF DONOR-SPECIFIC DEMANDS WITHIN THE GOP BUDGET

STRUCTURE TO ASSURE PROPER ATTENTION TO EXTERNALLY FINANCED

DEVELOPMENT PROJECTS.,

The expaenditure portion of the Annual Budget of the Government of
Pakistan consists of a series of "DEMANDS", i.e. estimates of
expanditures by an organizational unit of government. Expaenditures are
cl=zsified by function (broaj statements of purpose) and object (detailed
cost categories corresponding to the accounting structure). Neither
sector nor project cost estimates are displayed in tha budget documen:.
The Annual Development Programme dJdocument, on the other hand, is

ctor, organizat=ionzl unit and project., No detailed

organized by se
croject lavel 2xpenditure estimztes acre reflacted in the ADP.

comzar2s the Daca Structure of these two documeats, Baciaise
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Finds are released by the Finance Division to implemeating agencizs in

e releas=d o1 2

=

accordancs with the demand scructure. Generally fands a

cial

e oasis altaoaszh small grojacts and/or s2
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Ccircumstances (such as the acguisition of a3 vehicl2 in the Eirst mon:zh of

the fiscal year) can b2 given a3 lump sum c2leaz2,
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DATA ST1RUCTURE
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Once received by the Financial Advisor these releases are used to cover
both current costs and devglopment expenditures., This discretionacy
authority of the Finance Advisor makes it difficult to know with any
certainty if funds released by the central government are reaching 3
development project. 1In all likelihood, particularly for ra2l=ases late
in the fiscal year, funds are used to cover current Costs; development
jact activity is postponei. In years when receipts estimates fail o

ns, devalopment activity could be delayed even earlier in

3
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>
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1
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the fiscal year.

To correct this si-uation, i: is recommended that Jjevelopment
e27zzenditures For donor-financed zrojs
_:t.

SEMIND wizaia the agpropriztion structure of the govarament's pudgat,

2] projects for 2 single Zonor would de aggragated iato a DIAAND anid

exsanditures were intended to ssacve, thus forging 2 closer linkage
setwean tha Budget and the AD?,
The justification for this r2commendation (even though likely to produce

a muich thickar oudget dociment) is based on the fact that r2l22s2 of
fiands are made by DEMAND., If 3devalopmant project 2xganditires are
sagarataly identified within tn2iL own DEMAND, the adverss effect fron

ionary azthority by Fiaance advisorcs Will oe
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4. REQUIRE EXPENDITURE PROGRAMMING FOR PROJECTS WITHIN DONOR-SPECIFIC

DEMANDS AND RELEASE FUNDS ON THE BASIS OF THESE PLANS, NOT ONLY ON A

PERCENTAGE BASIS.

Devalopment exgenditures, unlike curcrent costs, are not evenly
distributed over the course of the year. First quarcter expenditure
(daring the project planaing chase) may be relatively low while second
and third quarter costs may sigiificantly exceed nominal percantagses.
Currently, no mechanism exists in the GOP to correlate releases to
anticipatad devalopment expenditure levels, pevelopment projects,
assuming they are allocat2d funds by the Financial Advisor, are

INaACO.
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These figures Wwill be
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sing Eands,

The Finance Division i3 now developing a computarized expenditire

w
D
L

monitoring system. It will have the capacity to track axpanditures

ca3st3. The advance programming

o
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comzare actual =o anticip

racommandation #ill oe accommddated within this systam and atilized a3

4

"

the basaline for performance monitdring oy the Divisions Wwithin the

Ministry.
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Advance programming snould be initiated for major development projects in
the 1986-87 fiscal period. A broad cross-section of projects,
repcesenting each of the major donors and both Federal and Provincial
agancies, should be covered by thig reguiremsnt, In preparation for this
effort the Finance Division, with the assistance of both P&D and EAD,
should develop the proforma needed for this purpose. Care should de
taken to restrict the process to its primary purpose - expenditure
programming - and not create a mini PC-I type of exercise.

Workshops and seminars will need to be Jeveloped and conductej to promota

stent understanding of the orocess and its objectives,

)
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ons
Inslanenting ageacies will n223 to de acutaly aware of the GOP's rasourcs
constraints., Releas2s of funds which arz not 2xpended in & timely aznnse
could necessitate short term dorzowing and thereby cancel out the
Sudstantial benefits from programmed relz2ases,

5. CONCENTRATE ON THE DEVELOPMEINT BY EAD OF A CONSOLIDATED FORZIGN

ASSISTED PROJECT FINANCIAL/PERFORMANCE REPORTING AND MONITORING

SYSTIM.

Foreign assisted project implemeatation delays have contributed to an
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expanding pipeline and caus2d significant declines in the nel tran
resources to the Govarnment of Pakistan. There are numerous causes citad

ctions to addraess the problem. This c2port is dut

and no la=« of prescr
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one of a number of attempts by donors and the goverament itself to

analyse the issue.

The Economic Affairs Division of the Ministry of Planning, Finance and
Econom.c Affairs maintains close celatioaships with 2xternal donors and

is resoponsibla for maintaining records of the financial transacticns

<

associated with the government's external debt. Despite this activit

and some implied responsibility for "pipeline problems®, the crucial

-
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linkage between implementing agency pecformance and the flow of funds

by EAD. This flaw in the logic of the systam should be
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revizawad by the Minister to 3stermine the most apgropriate m2ans of

croviding £AD witd th2 manzowar and oth-c resourcss ne2dal to monitor

Javalognent proizcts and, for slow performers, provida oa-site tachaical

Tha {mmediate importance of this cacommendation is base2d on th2 following:

The 1935-86 budget: estimatas of 2xta2rnal resources seems optimistic when

compacad to previous years' actual receipts, External dedbt serviciag

s are significantly nizher than previodsus years since many loan
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TAD should davelor and imzlameat 3 monitoring and ragorting systam aimasd

sgecifically at external receipts realization. Using the dat2 3ubdmit
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in December/January 3s the stavrting point, EAD staff snould idenktify 15
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or 20 major projects which are behind schedule and therefore unlikely to
produce anticipated revenues in the current fiscal year. Through
consultation with implementing agency personnel, corrective actions

should be initiated and performance closely monitored.

In some cases progress indicators for development projects will b2
pos{tive but withdrawal documents will not have been submitted., 1If
necessary, field visits should be conducted and the necessary
documentation actually prepared by EAD, Donors should be contacted to

*ancourage" agency personnel to fully cooperate with EAD staff.

0. SSTA3LISKH A PROJSEICT MANAGER CLASSITICATION, WITHIN THE GAZETTED

CLASS OF OFTICERS, TO INITIATE PROVINCIAL AND FEDZRAL DIVILOR2MENT

tg

PROJECTS, TRAIN IMPLEMINTING AGINCY PSRSONNEL AND INSTITUTZ MODEL

FINANCIAL AND PZRFORYANCE MANAGEMINT SVYSTENMS.

]

*ha weakest link in Pakistan's approach to dsvalocment administration

»

1]

xists at the project level. 1In interview aftsr interview, both at the

o) ]

2deral and Provincial level, by GOP and USAID professionals alike, the
lack of gualified management and technical personnel was cited 3s a

direct cause of the following problams:

. Delay in project initiation

. Lack of scheduling and coor estimation of resource regquirzements
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Failure to prepare and submit donor-reguired withdrawal forms
. Inadequate construction specifications

. Shoddy construction

Poor field monitoring and suparvision

Filling this void should be a top priority for the Government of
Pakistan. The value of 2ll other investments-in computers, managament
systems, financial standards, ectc. - will be diminished unless 23
foundation of effective, accountable project management is estadblished.
The solution is more and better qualified public servants and only the

national governmsnt has the resources and broad persgective to resolve
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this problem. =Zlsewners in this regor:, it is recommended th the
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Uni=2d4 states Agency £2¢ Intarnational Davelopmant (USAID)
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compater software soecificaliy dedicated to improved proj
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minzgament. Such a resourca will de an invaluadbls tool, grovi
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ara gualified projact managers availadble to utilize the softwars 2n

benefit from its capabilities.

To address this problem, it is recommended that a professional
classification of Project Manager be created at Grade level 17/18. The
individuals recruited for this position should be experianced

orofassionals from 2 variety of educational and technical bagkgrounds,

including civil enginesring, planning, general management, economizs,

26~



acrchitecture, etc. Their specific functions would include:

With 3 staff of 20 grofessional

initiating project activity and establishing administrative schedules

recruiting and interviewing candidates for project staff positioas

modifying standard tender documents to meet specific project

objectives

training imglementing agency staff on the preparation of withdrawal

forms and othzr internal, manual ra2ports

Srojest manacament sof:iwiare on croject-leval
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to six moanth period, it would b= possible to sarvice the managamant nesis

of 50 to 60 projects each y=arc.
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Financing such an arrangement would necessitate an initial appropriation

by the GUP but the direct cost of on-site assistance would be charg2d to

the budgst of the project to which the service was provided, The fe2 for

this effort could
additional sum to

govarnmentc,

Administratively,

Devalopment Divisi

be strictly oa a cost reimbursement basis or include an

covar tne administrative expenses of the central

tnis func:tion should obe assigned

on. The Projects Wiang's charter

—-

vity, provided that it does not

s nonitoring ogerations,
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SECTION 2

RECOMMENDATIONS FOR ACTION BY THE DIRECTOR OF USAID'S MISSION TO THE

GOVERNMENT OF PAKISTAN

This section contiains eight recommendations for USAID consideration, as

follows:

l. 1Invest in a long-term project leading to the preparation and

2
=

implementation of a systems plan which the GOP can atilize 23

nardware/software acquisition and systems Zevalopment guiie.
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budgatary managment procedures which highlignt donor assiszed
grojects.,

4, =ffactively utilize existing sroject manzgement, monitoring anid
financial control resouvces.

moc2 staff time to project management and monitaring,
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actual resource comaitmants,



Establish Mission-wide policies and procedures for the provision of

6!
microcomputers to GOP implementing agancies.

7. Acguire the managment and technical expertise needed to develop and
disseminate a standard project management approach, including micro
computer software, which: 2) reszonds to both USAID and GOP needs
and b) promotes alignmeat at the lowest common point of intarest in
the USAID/GOP ralationshiz,

3. Bncouraga and, if appropriate, orovide financial support for a short

@stimztinn, fi2nds rele2zse 2ns rcesorting Eorms.

maaga racomwmendations will promote much closer coordination batwaen tn2

isting resources and/or the agclication of accepted -principles racther

thza the intrvoduction of ne# and untested metnodologies, The anphasis on

cractical, operation considerations is intended to encourage acceptance

and timely implementation by =2xisting Mission personnel.

¥ost of tne racommended actions envisaze much greater interchanges
between USAID staff and their 505 countevparts. Coordination is very
cime consuming and labor intensiva., The staffing level of the Mission
#ill need tn be reviaw23d to da2tarmine Lf the typ2 of joint venture

approach imclicit in the c2commendz2tions can be accomodatad.
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Another principal objective of the recommendations is the establishment
of mechanisms which unify the entire portfolio. The terms of consistent
rroject management information sharing, transferability of skills and

insticutionalization of lessons learned cut across the recommendations.

Leadersiaip from the Mission Director and staff offices is essential to

the attainmeat of these objectives.

Sevaral system development investments are also suggested, USAID's
laadership is reguired to "sell® the other donors on tne concept of
svstams planning 2s zn altecrnative to uncoordinzted computsrization. Not

onlv will this planning exercise increzase th2 value of AID's investments

in troject managsement svstams but it will 2lso provide the venicla for
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srovesd systams alignment within the GOP's management

L, INVEST IN A LONG-TERM PROJICT LEADING TO THE DPRIPARATION AND
IMPLEMENTATION OF A SYSTEMS PLAN WHICH THYE GOP CAN UTILIZE AS A

HARDWARE/SOFTWARE ACQUISITION AND SYSTEUS DEIVESLOPMEINT GUIDE.

™ae single most important racommendation arising from this diagnostic
taviaw of GOP and USAID project pudgeting, moni:idring and management
ccocadures is for the Ministry of P?lanning, Finance and tconomic Affairs

o prepare a systams plan based upon a comprsenensive definition of

cr

rm

snc-ional ceguiremants, transaction volumes, tachnologies availablaz,

rasource requirements and imglamentation timeframes., Support for tnis
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eEfort, by USAID and other donors, is essential, Should the GOP approach
planning and management systems implementations in an unplanned, ad hoc,
disjointed and uncoocrdinated fashion (as present treands would suggest),
donor and GOP analysts alike will be unable to accurately datermine the

financial and performance status of development projects.,

The systams planaing project is the veaicls by which the issuss of
misalignment: 1) within GOP planning, budgsting and management syst=ams
and 2) betwean these GOP systams and USAID's own processes, can be moast

ly addressed, Exhibit 5, depicts the relationsnip of this

-

c .
af factiv

1]

m3 plajning 2fEort to the two ot.2r short-term managezment 2nalysis
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rojacts raconmendad for funding and tachnical susoonrt.

'

Th2 Sys=2ms 2lanning & Coordinzaziosn projest will 2ntail a minimum time2
commicment Of two v2ars and co2ld cos: over S1.5 million to complate,

The ¢o3% 9f tnis effort shoulid be sharad among the major donocs. HSAID's
annual share of the costs would b2 abou: $200,000, The GO? shouid

orovide a cash match and of course, direct the technical consul:tants.

~ma donors' contribution should ba coordinated through the Implamentation

Tas¢ Force, n2adfed by the World Bank. A Project Coordinatdc sasulld oe
ratiined by tna Tasy rorce and crovidad affice spaca at tne Ministry, ot

a2 single Comguter Cell is estadblished, 2s vacommendad, tna2se
tofessionals shoatd play aa active rola in the developmeat >E systams

clans aad a2lz %o da2tarmine priocity actions,



Annex I contains a description of the systems planning project which
i{dentifies the resources required to support implementation and outlines

the general scope of work for such a project.
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EXHIBIT 5

rinancial Systems Coordination and Management Davelopment Projects

$l Systems Planning & Coordination
24 to 30 Months (1/386-7/83)

- Implementation Task Force -

L/ AN

Project Managament & Project 8udgating Reporting
$2 Accountabdbility Systems &———— & Monitoring Procedures
12-16 months (3/836-7/37 13 months (1/36-7/37)
- USaID - -go®; Planning, Finance &
Scononic Affairs

Projact Components, Tim2frames and L2a3 Agency Designations

#3



ESTABLISH PROJECT DESIGN OBJECTIVES,

PROCEDURES AND OUTPUTS WHICH

PROMOTE CLOSER GOP/USAID SYSTEMS ALIGNMENT AND ELIMINATE DELAYS IN

PROJECT APPROVAL

One of the findings of this Ziagnostic review of "systems aligament" issues

was that the

.

of important

czuse of delay in project initiation and implementation.

lack of understandfng, on the part of both USAID 2nd the GO?,

Features of ezch other's operating procedures was 23 princigsal

To assucre that

there is no repetition of these delays the following actions are crecommended

a, iavolvemeat and commitment by tne "appropriate” GOP officials at all
stagas of project desizn,

5, Joint z2ad concurcent USALID/GOP opraparation of the Project Pagper anid
the ?C-1I.

C. Expanditure projections based on more crealistic assessments of the
time nea2ded to sa:isfy GOP and USAID regquirements.

3. Davalopment of 3 USAID to GOP "budget crosswalk",

These st25s #ill necessitate 3 gra2ater time commitment and more direct

involvement dy USAID p2rsonnel tharoughout the project design pariod.

Additional time may also be n2z23sary to coordinate with GOP personnal anid

a33ur2 31 meating of the minds conceraing %=2v asgacts of the project., This

*joint venture" aporoach is vital to the success of tne Mission's portfolio,



a. Commitment by appropriate GOP officials

In some cases, delays in project implementation were traced to a tactical
error during the design stage i.e. key GOP persoanel were not involved in
the revies process and thecefore did not give their formal endorsement to
the project. Without "ownership" on the part of seniot officials in
implamenting agancies, there is little likelihood of success, Freguent
brisfings for the highest level in the GO? implementing agency must
becomg a standard procedure. AL the outset of the design stage a list of
the k2y actors should be pregared and a meeting scnedule developed to

2ssure ogportunity for input, review and agproval. If a project involves

b. PC-I as Qubtzut from Projact Desisa

Much of the frustration exgressed by USAID concerning implementation
delay has been attributad to the PC-I teview and approval procedure.
This extramaly detailed and time-consuming procadure was often initiated
3ftar complation of Project Parers and, somztimes, 2ven after joint
signatory approvals on the ?rqject Agreemant nad ba2en sscured. Through
Wocld Bank funding the GOP is reviswing tha format and processing of
°C-1'5, wWhil2 thare may b2 som2 improvesmea: in this grocess by 1937,

there (s no doubt that 3detailad, intansive vaviesd of projects will vemain
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a GOP priority. Host country officials, while open to change,

nonetheless state, with conviction, the premise that Pakistan can not

afford to initiate risky projects or commit itself to unknown, future

recurring costs.

Accordingly, it is recommended £hat project design teams produce a
project-specific PC-I1 2s an interim product in the development of tne
Project Paper. Since project design will be a joint (GOP/USAID) venture
this procedure should be celativaly easy to follow, A word of caution:
The 2C-I does not accommodate cost estimates rounded to the nearest
$250,000 leval., Budget estimates cannot be prapared as the concluding

cter to a process heavily weightad in favor of narrative expasition

cn

(25 USAID's PP's tend £o b2) pus, rather, must flow from a datailed

ostline, such as the "log frame" and rescond o the GLP's perceived nsads
for cost detzil., 1f such a process is utilized, even serial Jevelogment

1

and agpproval of tha Project Paper and °C-I will not produce the delays

an3d frustration wnich characterized prior Jesign 2{forts.

C. More Rzalistic ESxpenditire Estimates

S

Pressure to odbligate, commit and disburse USAID project funds s2ems tO
produce overly ootimistic expenditure projections and create 3 level of
expeckation which, when unmet, is sometimes attributed to "GO?

inclemantation delavs", The exgarience gained by USAID parsonnzl ovar

th2 last thcee v2ars, and tn2 adaption of ra2commandations contiined in

-37-



this report, should encourage more realistic financial programming. The
specific recommendations dealing with the mendatory preparation of
quarterly estimates and their inclusion within the Mission Accounting and

Control System will also assist the Directror to monitor progress against

a consistent data base.

ad, Developmeat of a USAID to GOP "Budget Matrix"

One of the fundamental reguirements for effectively aligning USAID/GOP

budgetary systems is the establisiment of a common financial frame of

r

aforence., Such a framework will permit USAID Project Officers: a) t»o

"

identify the spacific GOP appropriations which have besn authorized for
ezch project 2and b o relate thess 2ugsaditure projsctions to similar
USATD project cost categoriss contained in the Project Grant Agreaman:,

Subsaguantly, actual exgenditures by GOP? implementing agencies could n=2

idantified and compared to data raported to USAID,

s

Th2 GOP has a uniform chart of accounts which identifies costs according
to the following classifications: Object - Function - Division/Department,

This hiecarchial structure is used for GOP budgeting, accounting ani

i

tegorting purcosas.,

ATD's Projact Grant Agr=2ement (ProAg) contains the finsncial commitments

2f Pakistan.

cr

£or botn the United Stazes Governnment and the Govarnnen

The costs figures veflacted in this document ace at a faizly nigh laval
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of aggregation. Significantly, neither the USAID nor GOP budget figures
contained in Annex I of the ProAg correspond to the GOP's Uniform Chart
of Accounts by which actual expenditures will be recorded. When the
Government of Pakistan converts the project budget to its own uniform
accounting structure, the ProAg figures lose their reliability as a

teference point for project management, monitoring and cost reporting.

In fact, the review and approval by USAID project officers of Quarterly

Financial Reports based on activity budget classifications not actually

employed for the GOP's own appropriation control proposes, represents a
significant project manzgement 2and accountabpility issue. Currently, it

uarterly

f{e]

is not possible to ralates repgortad expaenditures (per USAID's

ture 3zta from the GOP's own COsS:

financizl resors form) to actual exrendi

reporting systaas, While subseguent audits may verify that USAID funds

e properiy spent, th2 expenditure data, as currencly reporte

wWe

"

b2 gtilized 35 a gerformance monitoring resocrce by USAID project

officers.

Exnibit 6 is a "3udgat Watrix", consisting of the Activity Budget
Classification typically used by AID and the corresponding object

classification within the GOP's Chart »f Accounts, It should be notad

rn

that implementing agencies may exercise some discration in tha specific

line item within which funds are oudget2d., But the princigle that rupese

[{]

cover for foraign aii and local counterpart must be pudgeted within 1
szacific GOP budget/accounting classification applies to every

axcenditure.
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The functional classificatiqn of costs within the GOP's budget structure
provides an additional level of detail for project officers interested in
tracking costs through the GOP budgeting/accounting control systems. For
example, some of the detailed functions raflected in the GOP

appropriations structure include:

312 - Highways, Roads and Bridges
326 - Anti-Malaria Programme

385 - Geologic Survey

424 - Mother and Child Heal:n

430 - Popalation Planning
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anal Irrigation

563 - Tatagrated Rural Davaldzmeatl 2rogram

For analvtical purpose, individual officers may find it useful to
raference cost information at this leval, cather than by objact of
expanditire., At whataver level selected, project officers can review

budgat 3ata in the GOP's Demands for Grants and Appropriations document.
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Either when the Project Paper is finalized or the Project Agreement

signed, a project - specific "Budget Matrix" should be developed by the

assigned project officer. This will necessitate close coordination

between USAID personnel and the technical staff/financial advisors of

GOP implementing agency. The ben2fits of this approach include:

"
e

a

=

ing

$3 1)

mutuyal undarstanding,in financial terms,of the
implementation approach to be followed;

opaning lines of communication from USAID to the technical and
financial counterparts within the GOP:

file documentation which a) promotas administrative

an3 b) provides a cross-raference to Project

[

3
[31]

this ameanded varsion.

minimum, this working document should be updated annually and used

D23is for USaID sponsored discuissions on implementation progress,

STABLISH FLEXIBLE FINANCING

BUDGEZTARY MANAGEMENT PROCEDURES WHICH HIGHLIGHT DONOR

PROJECTS.,
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originally included in Project Papers or Pro Ags, but identified during
the implementation period as essential to project progress . 1In the
Pakistan context of strict interpretation of the PC-I and resource
constraints it is very difficult to make mid-course corrections,
knendments to the Pro Ags, without corresponding amendment to tne PC-I
itself, have no practical effecht. By creating a3 flexible fund to

rojects, the n2ed for contractuz!l

Mol

supclement the budgat of approved

amendmeats and renegotiation of project scope will be greatly radiced,

On the GOP side 2 comparable funding facility will be needed. The GOP
would need Lo capitalize the fund with a nominal appropriation of two

million rug2es, recognizing that all Zdisburseqnents will be racover2sd from

cr
(9]
°r
o
(1)
m
'
3
[#N)
.

USALD an3 subsezuantly credited

Tonsulzation Wwith thz GO? ~ill D2 nscessary to minimize procadural
Oostaci=as, For examcilz, an accouating mechanism ne2ds to be estapliznsd

SO that recaipts are recorided centrally and then re-granted £2 in
exz2cuting agency for disbursement, Aathority to administer such a fand
includes responsidility for maintainiag the accounting records for 2

transactions, The actual cost of providing the accounting services
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excess of appropriation levels, The Finance Division, Accountant
General Pakistan Revenue 2nd the Auditor General should be reguested to
define the reguirements for such arrangements so that this obstacle does

not affect the flow of funds,

Previously it was recommended that the GOP modify their budget structure

ko facilitate foreign assisted project monitoring, accounting, managemaat

«Q

and reporting. Donor-specific "DEMANDS” will enable the GOP to identify
problem projacts and provide the technical and financial assistance
needed to put the projsct back on schedule. Implementation of this
racommendation by the GOP could take several moanths., As an interim
m2asure, 3 systam of sub-r=laases could be initiated, Extarnally

with 2 sgecific earmark witain =
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r2l=sase, The Finance Advisor would be veguired to allocat2 those

earmarked funds to the account of the specifisd praject. Tnis
operatiosnal procedure would, at 2 minimum, assure that resolrces were

available for projsct purposes.

Once a sub-release system is initiated a common foundation for financial

accounting 2and expenditure reporting will have been constructed. Project
officers will be 2ble to monitdr both financial and perfocrmanca s
when conducting fiz2ld visits. K This is 2 considerable improvament over

current procedures,
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4. UTILIZE EXISTING PROJECT MANAGEMENT, MONITORING AND FINANCIAL

CONTROL RESOURCES.

AL an operational level, closer USAID/GOP and development project
coordination could be promoted by effective utilization of AID's internal

documents and management systems. Specific recommendations in this

section relate to:

a, Expansion and standardization of USAID budget catagories
b. Use of the Project Agreement for management systems Jevalopment
C. Utilization Of MACS for improvad financial forecasting 2nd monitoring

les in Project

0

3. Communication of project mznzgsment princi

Imzlenentation Lettars,

23ponsibilizy for imglamentztion of thes2 recommandations should de2
zssigasd t5 tne Projact Davelozment & Moaitoring Office with ingut from

2LA, 4 & PRO. Zach of the four recommendztions is ZJiscussel delow,

a Excand and Standardize USAID Badget Categories

The dudget cat=gories in the project grant agreanmsnt should communicats

.

the major purposes to be servad by the indicated level of esxpenditura.

coj2zctions and understand tn2
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this end. Perhaps in other country settings where lines of
communication, system linkages, institutional relationships and matuality
of development purpose are firmly establisned, these broad categories may
e appropriate. In the context of USAID's program in Pak istan, however,
it m2y be n2cessary tdo sacrifice idternal financial flexibility in favor
of somawhat narrower, but more clearly articulated financial odjectives,
Exnipit 7, is one example of a more detailed catagorization of
expenditures. This is not a final or complate listing, mote analysis is
necessary and consensus among prior officers will taxe tim2., 1Ia fact tne
RLA offars a strong 2argument against including broadec categories in the

way £o communicate

Pro A3., suggesting inst2ad that the most appropriate
moce datailad information i3 tnrough a Project Implamentation Lettar., 3y

inciple that these dbudget cztagories

1

waazaver m2ans conmunicated, the rC

he primary rationale for

(g4

most Edrm a GOP/USAID linkags, should oe
javelopment of 2 more exgansive final list and a coasistent numder ing
schneme, This lat:er faature will facili:zate retrieval from the data base
an? pcovides thz Mission Dicector with us2ful summacy leval cost

information which cats across the entire poctfolio,

Us2 the Pro Ag. to Fostel Communication and Project Managemen:.

163

Some extremely usefil, but seemingly ovaclooked, admiaistrative

rinciples are ar:ticalated in tne Project Agreement document itsalf., 3¥

'

creatively applying the Eollowing standacd provisions of zhe P10 A3.
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Exhibit 7

EXPANDED LIST OF BUDGET ELEMENTS

L. Current list of "Slements"®

8ased on 3 revied of a selected sample of Project Papers, Project
Agreements and MACS-generated Project Ledgers, tne following is a typical

list of budget elaments:

Tecnnical Assistanc2

2. Suggesta2d Modifications and Standardizad Numbering
0l Project Managament & Supeort
02 Technical Zxgart
03 Ia-Countcy Tralning

04 Other Trainiag

05 Computar T2canology

05 Venicles

07 Conmmodites

r-'U:

03 Construccion Matarials
09 Construction Tyaipment
10 Gaaeral Admiaistration
Ll Contingancy Re2serv

12 Miscatilana2ous



USAID could encourage project officers to become more oriented toward
project management and encourage GOP implementing agencies to institut

improved financial and management control procedures:

l. Incremental nature of project (Section 2,2)

2, Grantee resources for the project (Section 3,2)

3. Conditions precedent {(Article 4)

4, Project evaluation (Section 5.1)

5, Disbursemen: for foceign =xchange costs (Section 8.1)

6. Project outputs (Annex !)

3., ?Project Imgclam2ntation La2itars (Annex 2, aArticle a)

9, <Consultation {Aanaz2x 2, secztion 3.1)

0
r

13, Sxecution of projszct (Annex 2, section 3,2)

Building positive linkages throagh application of the Pro Ag's standard
provisions should not 2e perceived as an extension of USAID's supesvisory
azthority into &the management domain reserved to the GOP. =Zach of tae
r2commended procedures secves USAID/GOP mutial intecests to iastitute
more effactive project related communication, coordination and management

procedur s,
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l. Incremental Nature of Project

The basic language of section 2,2 (b) that "AID, based upon consultation

with the grantee, may specify in project implementation letters

appropriate tim2 periods for the utilization of funds grantzd by AID

under each individual

increment of assistance™ creates an opportunity

-
-

o]

encourage the dJevelozment and use of project management tools appropriate

to the individual oroject.

ol ith implem

At a minimum project officers could work closely w

staff to develop project milestones for the succeeding year.

o

aot be an tWork approach (e.g. PERT,
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inclusion within MACS.
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d ther rupee cover {funds
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I32ntifving amounts appropriited as e

tha GOP for

{:he GOP's share of project costs; either new appropriations

contributions) is a Jdifficult exercisa, With the cooperation

implementing agency personnel, in response to the authority of

Agreement, it should be possiblz to reguest from GO?

agancia2s 3 certification of approgriation lavals, If advaace
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programming is implemented by the GOP these figures should be available
for each quarter of the project year (recognizing that the mis-match of

GOP and US fiscal years makes an exact alignment impossible).

3. Conditions Precedent

CP's should be outputs of the management planning phase suggested in |
(above) and/or derived from improved Project Paper/PC-1 coordination, not

arbitary deadlines proposed out of context.

4, Project Evaluation

Jnder the authorizv of :this saction a monitoring plan should bz Jdevelopad

and reviewed with tha GOP., To dgats, as PDM coiats out, thers

b
23 No¢

2%

e2n sufficient activity in many crojects to warrant monitoring, other

(43
Q

-

tman throuch field observations, WNow, howsver, as the portfolio matures,

roject specific moaitoring plans, consistent with the Mission's

L -

"

monitoring strategy, should be prapared.

5. Disbursement for Foreign Exchange Costs

Ty :he greatest possible extent, consistent with the overall objective of
creating a sense of project "ownership® within GOP agencies, USAID should
encourage direct procurement by the GOP with subsequent r2imbursenent DY
USAID, DPast reviaws of 3OP systems problams have indicatsd problens in
tais area, although USAID itsalf aad no direct, adverss experience from

poor procurement administcation.
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6. Project Outputs

Project officers should develop the relationship of time, expenditure,
outputs and beneficiaries for each .project during tne planning phase (1,
above). Interim outputs should be developed to facilitatz monitoring.
While some may suggest that the coal mine is the single project output,
it should be possible to create interim progress and accomplishment
indicators, These output projections will greatly facilitate subsequent

monitoring and evaluation efforts.

7. Implemeatation Plan
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rafarence documents Eor monitoring by project ofiicers. £t a minimum, 2
detailed list of steps should e prepared and the starting and ending

dates provided for each.

8. Project Implementation Lattars

PILs are identified as the orincizal means of clarifying statements

in the Project Agreamenz. Generally, thes2 havs deen
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later in this section.
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9, Consultation

This gancral covenant to "meet and exchange views cn matters of mutual

nterest" could perhaps be utilized on a scheduled basis to promote

-

cohesiveness across the zntire porkEolio, One possibility would be to
organize a "projects week" aand hold plenary sessions for all USAID/GOP
Tcoject managars at which time overall implementation and coordination
issues could be discussed. 1Individual project problems could be resolved
bv meetings held over a two-daiy period. The primary objective is to
convay the integrity oF the entir2 portfolio as opposed.to a tcaditional

focus on its constituant pacts,

19, Zxacu:zion oFf th2 Proj2ct

Tais genecal expcession of "dus diligenca and =2fficiency, in confocaity

Wwith sound tachnnical, financial, and management rcastices” will oe

actualized througnh the devalogmant of 3 standacidized oject managsment

i o)
(R}

systam, including an impcovaid Einancial/performance raporting focm,

S, Usiliza the Financial Focacasting Cazioilitv of =he Mission

Accounting & Contrdol Svstam (MACS)

The Mission Accounting and Control System (MACS! nas 2an extremaly
affagzive financial tracking cool which i35 not o2in3 fatty unilized DY

Sroject >fficers., MACS regor:c aumoars 2I0A aad 2103 compace actilal L
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planned expenditures for fiscal year and quarter. The latter, Planned

Versus Actual Expenditures By Quarter (PIOB) will track each cost element

for the four quacters of the fiscal year, For the system to function,
however, each projaect officer must provide realistic expenditure

estimates against whicn actual disbursements can be compared.

With She introduction of advance programming and axpenditure monitoring
by the GOP, both USAID direct 2xpenditures and GOP rupee costs will be
readily identified, Although expenditure rates ace imprecise proxy
measures for performance, they do provide one of the kay iadicators foc
crogress monitoring., At some point it may be ussaful to eithar a) devaldop
a complamantacy set of suo-project numbers for GOP expanditira

tcacking,’nos tiad dicectly to the Mission's accounting data bassz), 2: )

[{1]

52 Ccosts.

Writs a spacial £230L program #hich caa track and repoct tih

system, the2 most impoctant purpose is to provide Mission management with
consistent progress-ocieated data applicable to the eatire portfolio.
although a aumber of useful reports are ganerated by MACS, none will as
readily indicats inmplementation prodblesms as those which ra2flect the pace
and treand of expanditures.,

Finally, 3 wocd of caution about the uss of micro compita2rs to craate
alternative data Dases to MACS, Tner2 agpears to 52 3 tendency £O 1382

Lotis L-2-3 and Malti-Mate as financial zracking tools for individual
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prcjects and/ot offices. Within established patameters this is
commendable., But the general needs of the Mission for consistent,
reliable, accurate and °®sharable” data must take precedence over any
spzciélized applications. MACS is a new and evolving resource which must
serve as the foundation of the Mission's information management

stratecy, This principle needs to circulated via a Mission Notice.

d. Use Project Implepentation Letters to Communicate Project Manzgement

Principles

Project Implementation Letters (PILs) are used primarily as an official,
leczl communication medium hetween USAID and the Economic Affairs
Division of the Government of Paristan. 1In accord with the overall

thro

w

t of these recommeidations, i.e. to create a common USAID/GOP grouni
£

or project implementation, the PILs should 2150 be emploved to

communicate project management standards, reporting procedures,

3
o
&)

itoring objectives, microcompater policies, and other project-related:
information which reflects the Mission's efforts to assist the GIP to

implenent projects more effectively.

Cutreatly PIL $l sets out certain basic legal rejuirements (signature
aathority, CP deadlines, etc.).? It is recommended that PIL $2 be used to
communicate to both EAD an3d the implementing agency; a) the specific
minagement standards whicn apply to the project,b) the anticipated

monitoring schedule, c) the information exchange practices recommended
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for the project, 3) technical assistance resource availanility and e)

reporting reguirements,

Sucseguently, a2fter tne Mission has develorz3d az microcomputer and
software development policy a PIL could be used to communicate these
principles ané 3Jescribe the process for a joint USAID/GOP capacity
building effort. As other portfslio-wile policies are developed or if
project specific management resources ace available, the PIL should be

used to maintain non-legal written lines of communication.

5. DEDICATE MUCHE MORE STAFF TIME TD PROJECT MANAGEMERT AND MONITORING,

PHRRTICULARLY OF THE UNDERLYING GUP AN USAID FIRANCIAL DOCUMENTS

There is no monitoring policy and, consejuently, no monitoring system
emploved by tne USAID Mission in Patistan to review the financial and
performance status of Jevelopment projects being implemented by GOP's
federal and Provincizl ageancies. Site visits are conducted and, by

intuition or expszrience, project officers mzke 3 status determination.

3est intentiocns notwithstanding, the marcin for error in impressionistic

monitoring approaches infinity.

To correct this Jeficiency and gssure that monitoring findings can be
utilized by the Mission for improved management of the entire portfolio,

the following actions are recommended:

a) PDM will develop an overall monitoring strategy which defines USAID's
objectives and establishes a uniform framework within which
individual project/office monitoring plans can be accommodated.
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b)

c)

e)

£)

Each office will submit to PDM a checklist of typical programmatic

concerns which will be reviesed during site monitoring visits.

A site monitoring checklist will be prepared by PD¥, in consultation
with other offices (e.g. RLE, PRO, F¥) which will identify the
specific finmancial, performance 2n3 compliance issues ko be monitores

by USAID technical staff.

h standard trip report “"table of contents" will be prepared by Pp¥
and Jistributed to tachnical offices. Each monitoring visit will
rejuire the prepzration of a trip report, a copy of which will be

sent tO PDM.

kn annual project monitoring schedule will be prepared by PDM, in

consultations with technical offices, issaed as an Office Notice.

Every six months, PDM will prepare an analysis of monitoring repsrts
with specific attention to common, portfolio-wide issues, Based on
this reviews: (i) 3 Piroject Implementation Letter could be prepared
and issued to the GIP, or (il) modifications to internal docuaments or

procedures could be recommended.
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In addition to those steps the following monitoring/project mznagement

issues should pe reviewved:

a) Pioject officers do not effectively utilize finzancial documents to

monitor project status.

b) Structuresd implemeantation planning, which uses milestaones and/or

comparable performance injicators, should be introduced.

¢) A financizl/performance/output oriented reporting system should oe

and utilized for all projects.

(o]
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Bacn of :hese :hree issues is discussed below, If the FMission agrees to
fund 3 specizl project manzgement capacity building project, these

mztters coulcd be assumed within the coverage of that project,

a) Use of financial documents

Timely impiementation of USAID-assisted projects depsnds on a number of

o

udgetary considerations:

t, Hag an appropriation altually been provided for the project?

2. Has counterpart funding been provided an3d, if in-kind, allocateld
to the spacific objectives of the project?

3. hre funding commitments provided at the appropriate

*function-cum-object® level?
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4, Is the schedule of expenditures consistent with the anticipated
timing of the project?

5. Do actual releases of funds by GOP's Finance Division cover the
specific foreign assisted project?

6. Ale expenditures sctually made in the quarter when funds were
released?

7. Ale actual disbursements/accruals, as recorded on the accounting
recorés of the implementing z2gency, used as the basis for the
preparation of financizl reports to USAID?

8. hre figures reported to> AID (using AID activity budget
categories) reconcilable to guarterly reports of expenditures
submitted to the Planning & Development Division?

9. hire unexpended releases carried forward from cuarter to guarter
and, subseguently, into the succeeding budget?

10, Do 23ency resource estimates (containing foreion aid projections
by function) include the amounts projected in the ProAg and/ot

the latest Project Implementation Letter?

Throigh careful monitoring of relevant GOP budget an3d accounting
documents, Project Officers will be better able to answer tnese gusstions
and mznage projects within their purview. To perform this task most
efficiently, however, the Projetct Officers need to become aware of the
forrmat and structure of the GIP's budgeting documents and regularly meet
with counterpart contacts to revie~ the financial dimension of their
projects. This is not an auditing or accounting system review, but

rather an effort to determine if the rate and pace of expenditures
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corresponds with observable physical progress. This relationship of
financial resource commitments and paysical accomplishments is

fundamental to any project management and monitoring systen.

) Structured Plenning & Implementation Control Tools

Developing manzgement tools which assist Project Officers to: a) monitor

131

ctivicy and b) compare actual progress to anticipated results, at 3

specific point in time, should be considered by tne Mmission, The

consultant's reviews Ci¢ not identify the existence of such a resource,
but the fact-finding ¢id not eacompass zll aspects of USAID's internal

procedures,
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ement and Accountability Systems effort

recommended later in this report could serve as the vehicle for

introducing a formsl, structired zpproach for monitoring and management,

c) Project Reports

One of the observed weaknesses in the Mission's oversight of GOP

projects is in the area of reporting., GOP project managers should be
rejuired to submit guarterly financia!/performance repdrts according to a
specified USAID formst, For projects covered by Fixed Account

Reimbur sement Agreements, tnere is 3 financial :reimbursement form used by
O/FM. This could serve as one of tne °"puilding blocks® to an improvesd

repd>ct which deals with parformance issues, as well.
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Inproved monitoring and manageasnt canndt de accomplisned oy fiat,
Implementing staff must understand the principles and utilize the
resources. Training of project officers in these areas shou1ld be

scn

"

d.l23 by P04 an

Q.

technical resources assembled from 41D/Hachington,

other Missions in Asia, oL outside contractorcs.

6. ESTABLISY MISSION-{IDE POLICIES AND PROCEDURES FOR THE PROVISION OF

MICROCOMPUTERS TO GOP IMPLEMENTING AGENCIES

Tne current agproach to project conputerization is ad hoc,
inconsistent and will tend to zromote, not resolve, misalignment between
USAID anc GOP managament systens, Many Project Papars provide
microcomputer hardware and softsare assistancs to implemenating agencies
{n the Planning & Tevalccrent Division.
This tread will carrcy over in%s =ae post-87 program wnen, it {s zssamed,

all projects will oe providesd wi=n microcomputars, Wiile this will

certainiy promote good will, it will,

[0
3]
Q
1]
~
(s
h
—
o |
<
)
[
(8
Q.
[
(9]
[{+]
o)
w
Q,
(A1
w
n
—
—
(a3
102}

The intro3duction of technology, 3bsent 3 specific USAID management

csjeztive, will b2 unproductive, inefficient and e¥pensive, It i3

estinated that the Mission will crovide nearly $2 miilion in

microcomputer nzrdweace, si>ftsare and training assistanzc2 t5 implenenting

2g2ncies. This level of investmen: cl=arly warrants 3 coordinated and
strategic apgrozen.

One of “he zrincipal findings of :“ne analysis of GIp systams was the

fact that incompatinility of compazer nardware/software ba

r

3
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oy
(0]

wee
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2ivisions of Fiznning, Finance ani Zc31o7ic 25¢%airs woulsd 3) =ase it

impossible to manage information 3as a tangiule resource, bl reinforce

2xisting barriers to policy coordination, and ¢) fragment the 3ata base,

centiavy O the eszous2id onjzeiive of coordinz-ion arid inz2gration,

USAID's current nen-strategic approach to the provisica of compucer
assistance app2avs hazded for similar consejuences. In addition, since
none of the offices recommending microcomputers have the technical
exrerience to assure proper utilization, each must rely upon outside

tachnical specialicts to design 2n3 imo

—

ement project-specific software.
UnZar such an 2prprosch there is little rrospect for consistsncy between

Lications, econumies of scals in softsare davelopnent ani/or on-going

%S s05n as posziziz the Miscicn Director shools take the following staps
L, Daclzr2 2 moracorium on the provisisa of microcstziters sng
37r.1ZEtlon soitwzare 1o znv zzancy of the GOE,
2. Rezuest 2zcn QEfice Chief to fregave an invenzory and status
t2riit of ewisting, procosed znd plannss microcomputer/softwars
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3. Convenz 2 mesting to revies “hese submissions ang subseguently
estizlish a coordinator (in PRO o PDM) to overses the

develorcaent ang imc lemantation of a2 Mission Order relative ta

th2 proviszion of computer assistance,
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The Mission Order is a key element in the recommended capacity building
Project. Until the Mission establisheg a framework for "alignment" at

the project level any systems moldification at the macro-leval will have

limited impact.

Microcomputers and associated software provided by USAID to GOP

implementing agencies must satisfy four criteria:

- meets the new USAID reporting standards and also provides the
basis for a) monitoring compliance with CP's and b) tracking
performance against progress milestones;

- satisfies the quarterly project status reporting rejuirements of
the GOP;

- serves the internal project management andé oversight
responsibilities of the implementing agencies, not merely the
Project manager;

- promotes the long-range objective of standardized technology and

software transferabpility between Projects and institutions,

These

(9]

riteria are designed to promote much closer coordination between

USAID and GOP at the project level. 1Idiosyncratic software - segraczted

i
10

OY Project, inconsistent with the implementing agency's own objectives,
not even transferable to USAID's other projects - will produce 2
fragmentesd information management approach, the adverse effects of which

will be felt throughout the duration AID's presence in Pakistan.
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7. ACQUIRE MANAGEMENT & TECHNICAL TAPEIRTISE TO DEVELOP AND DISSIMINETE A

STANDARD PROJICT MANAGEMEINT AND LICOUNTLEILITY Svgwow

(81

Althouch this project shoulsd be im

U
>

phlemented by the Mission irrespective
of any other systems planning effort, there are considerable coordinztion
and communication factors which will arise if “ne GOP: =) endorses the

concept of overzll systems planning {2035 resuscts USAID finzncial

n

(Y1)

support), or b} undertakes the'develooment of single package of budget
input forms. Should either or beth of these sccur JSAID could
incorporate this project within the umdrellz of the GOP systems planning

effort,

hanex 111, provides the scope of work z2nd cost considerations for a short

term preject, Project Management and tccountebility Systems., Tne basic

thiust of the project is to establien 3 cniform, model process which is
endorsed by USAID 2nd provided to GO? imclementing zgencies, Software is
one major element of thic model system, but basic recordrneeping, project
review procedures, cost analysis technigues, etc. are z1so seen as part

of the package of maznagement services o5 be proviged,

There is general agreement that the GOP project manager rejuires a grest
deal of support and technical assistance. AZg the complications of
donor-imposed reporting rejuirements 2n3 project managers arve faced with

a3 formidaole task. USAID could provide a very great gervice ov

rJ

communicating management principles ang using these as the basis for

developing skills training courses.
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Trhe manzgement standards developed under thic project will nees to he

communicated and the nessage reinforced on a tecular basis if it is to

common framework for GOP/USAID ccordination.

%t the core of this recommended management systems coordination &ppo&ch
iz the Zevelopment of & standard microconputer software package which
meets zll of the criteria indiczted for microcomputer software (6,

zdocve). The software should not reguire users to krow any commands in
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Zzt2 base "lznguzzes® such as 3-3

se II/III, nor snould it be simplified

templates® for Lotus 1-2-3 o1 other spresdsheet pachages, PRather it
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ired system which provides assistance in resgoncing to the

T mznaoement standsrds.,

iniividval projects nzy also have a technical need for microcomputers,
2£.g, £or agricultural data collection or monitoring itrigztion stream

flows, 1In the future, these should be built as a2ditions to the basic

rFachage. For projects already using USAID-supplied hardware and software
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e model system should be incorporated witnin this computer operation,
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In the meantime, USRID should develop an *Agplications Library® based on

Dy computer at project sites and

L

the functions being performes

implementing agency. A concise Zescription of the software's functional
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Characteristics should ba submitted and stored by the Mission. All
future specialized software development efforts shoull be analyzed to

determine if existing applications can be modified to satisfy the

identified nees

1G]

- This is 3 move practical and cost effective approach
than assuming that every need is special and unique, rejuiring outside

technical excertise.

Annex III, indicates the technical resources needed for the project,
Initially a project coordinator should be retained to determine if
Software of this tvpe is available (at project sites or through other

USAID Missions).
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udbseguantly, assuming that modification or actual development will be

needed unde: any circumstances, this individual will recruit specialists
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ne davelopment of appropriate software,

9. ENCIUPAGI RND, IF APPRPOPRIATE, PROVIDE FINANCIAL SUPPORT FOR A SHORT
TERM PROJEZCT TO HELP THE GOP REDESIGN ITS BASIC PROJECT BUDGET/COST

ESTIMATION, FUNDS RELZASE AND COST REPORTING FORMS.

Several recommendztions for improved USAID/GOP foreign assisted project
managenent systems alignment Zesl with the development of new GOP
Performas. For examgle, a special project to design an integrated
pacrage of cost estimating forms has been recommended to the GOP as a

Priority for the 1987-83 fiscal vear. Piimary responsibility for this
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effort rests with the SOP professional staff in the Ministy of Planning,
Finance and Economic RIfairs, but USAID can provide a valuable service by

offering the followino technical resources:

- Access to the Mission's computer/word processing resources
- Forms desi1gn specialists from USaID/Washington
- Management systems analysts

- O/FM accounting and financial management staff to 2:5sist the Gop

Forms design rejuires an understanding of the information needs of the
user as well as the information resources available to the agency
generating the prescribed form. While USAID specialists could provide
a3dvice on the most appropriate format for data presentation the context
and content of the data must be provideZ by GOP specialists.

hccordingly, it is specifically not recommended that USAID provide 3 team
of technical specialists to: a) interview GOP financial and planning

taff 2nd b) sabseguznily provide "mock ups® of forms an3d instructions.
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ncz, such an investment has little chance of success.

In acddition to the recommended budget pickace project, new forms will
also be necessary {f the sub-release and/or the EAD monitoring/reporiing
recommendations are adopted by the GOP. USAID should be willing to

provide specialized resources to these efforts, as well.



Annex I

Svstems Planning & Coordination

Objective: T> a) assist the Ministry of Planning, Finance and
Economic Affairs to develop a comprehensive plan for
automating an integrated project planning, budgeting,
reporting and monitoring information system and b)
provide guidance and direction to both USAID's

Project Management and Accountability Systems project

and the GOP's Project Budgating, Reporting and

Monitoring Procedures effort.

Technical Tnputs: A thiree-to-five person team of senior level management

systems consultants supplemented, from time to time,
Dy both USAID and GOP computer sggcizlists and systems
analysts. An ex-patriate consulting firm should
provide the core team and serve as overall
coordinator., This team will prapare the System Plan
which shculd be completed oy June 1, 1987. It may be
necessary, as a precondition to the next phase for the
GOP to acjuire computer hardware, communication
software and/or undertake a variety of site
breparation activities. Once this preparatory work is

completed, a series of sub-projects will be initiated.
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Cost

Estimate:

The specialized skills needed to carry out this

assignment include:

l. a project manager, public sector systems expert who
will serve as the overall project coordinator and
teport progress to the funding agencies.,

2. management systems analysts/design specialists.

3, a computer hardware and data communications/network
expert, with broad experience in both distributed

data processing and multi-user operations,

This two year effort will cos: approximately $1.5
million, although the development of the basic plan
itself, a six month effort, could be accomplished for
about £300,000,

Before anv effort begins, the GOP should be provided
with consulting support to prepare the detailed terms,
of reference for the project. This process will take
approximately 60 days and involve close conéact with
key officials and computer systems specialists from
the Computer Bureau, Ministry pivisions of Planning,
Finance & Fconomic Affairs ang other government

of fices.

This cost could be approximately $25,000 for a two

person/two month effort.
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Project

ANNEX II

Budgeting, Reporting and Monitoring Procedures

Ob jective:

Tachnical Inputs:

Costs:

To develeop a consistent set of budgeting/project
development cost es:timation forms for submission to
the Ministry of Planning, Finance & Economic Affairs

as part of an expanded Budget Cell.

Specialists from each of the thiee Divisions of the
Ministry as well as representatives from the AGPR and
Auditor General would constitute the core team
responsible for Jeveloping the forms., Consideration
of data processing and overall systems planning
activity will be needed. The data to be submitted in
the new "packzza® would be the primary annual addition
to the data base.

External donors may provide technical assistance,
particularly as forms design specialists or management

Systams analysts.
The direct expense involved would be in staff

committed to the project, witn some additional costs

for travel and computer time utilization.
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Annex IT1

Project Management and Accountability Systems

Ob jective:

Technical Inputs:

To coordinate and consolidate USAID investments in
microcomputer hardware, software, technical support
and training for the purpose of designing a
standardized package which a) promotes accountability,
b) facilitates tracking/monitoring and c) integrates
USAID/GOP management systems at the project

implementation level.

One long-term prouject coordinator/technical advisor,
feporting to the Director and assigned
administratively to either the Office of Program oOr
the Office of Piroject Development and Monitoring, for
a 12-16 month period, commencing in early 19886 to
define the systen requirements, schedule the technical
inputs, supervise croject performance, and coordinate
this effort witn on-going work on systems component

identified in Annexes §l and #3.

Three shor: term (TDY) project management information
system software design/development specialists, as

follows:
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l, hpplication Softwarve Assessment Specialist: To

prepare the functionsl rejuirements for the sys:tem
and determine the capability of "off the shelf"
packages to satisfy the established rejuirements,
The assessment should occur in June, 1986 ang
answer the fundamental "make or buy" question fou

software develoopment,

Software Developeir: To either: a) Jdevelop

"templates” for selected application software
packages or b) utilize a microcomputer-oriented
software development language (e.c. APL-plus,
Pascal), ¢} to develor project management
accountability software, This effort will occur in

October, Noverber, D=zcemoer, 1986,

Software Documentation & Training Advisor: To work

with the system designers (e.g. long term advisor,
office chiefs, and project officers) and software
developers to document the system, prepare a User's
Guide and conduct training seminars for both USAID

personnel and GOP project managers.
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Cost

Estimate:

Tne direct costs for long and short term
advisors,travel, on-site support and other Mission
costs will be off-set by cost avoidance in the curcent
portfolio and considerable savings in the post-87
project plan, No "net cost" calculation has been
developed. However, the following estimates should be

used as the basis for more detailed budget calucations:

.Long Term Advisor $5C000 - 6000/month
.Software Assessment 87500 - (3250x30 days)
»Software Developer $13,500 - (3300x45 days)

.Documentation $12,500 - (+ 8275%45 days)
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