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I. Summary

The objectives of this contract are to: (1) provide the GRM with technical assistance to implement
present program activities of the Mali Livestock Sector Project Il (MLSII) from March, 1991 through July,
1992 (foilowing Amendments 1 and 2 which extended final date of the contract through July, 1992),
and (2) assist USAID/Mali and the GRM with technical assistance for the design of a follow-on project,
tha Animal Productivity and Export Project (APEX).

In April-May, 1991 (immediately foillowing the abrupt change in government in Mali) the WSU Campus
Coordinator and Deputy Coordinator undertook a TDY in Mali to plan with key GRM, Project, and
USAID/Mali stakeholders how to best integrate the efforts of Washington State University (WSU) and its
collaborating institutions with rapidly evolving project needs and priorities. As a result of this visit
zgreement was reached on immediate technical and management nrogram support needs and on the
r zed to organize a project planning meeting later in the year to discuss program development strategies
ar consolidating MLS |l achievements and for designing the APEX project. In August, 1991 a financial
management consultant completed a TDY to assess programmatic and technical assistance needs related
to MLSII’s financial management system. In October, 1991 a Pianning Meeting was held at WSU with
key Malian, USAID/Mali, and WSU-Collaborator Group staff. The objectives of this Planning Meeting
were to: (1) develop a tentative schedule for major activities to enable an effective mobilization of
resources by the WSU-Collaborator Group; (2) update technical assistance needs; (3) identify technical
assistance needs and general scopes of work for design efforts; and (4) agree on an overall strategy,
approach, and on the roles and responsibilities for all stakeholders in APEX dasign efforts.

APEX project design commenced in early December, 1991 with the arrival of the design team leader and
design economist. During the period from mid-December through mid-February, 1992 eleven technical
assistants were provided by the WSU-Collaborator group for APEX design efforts, in addition to a team
of five, full-time Malian technical specialists, provided by the Ministry of Agriculture, Livestock, and
Environment (MAEE). The APEX Project paper was approved by the Ministry and USAID/Mali in early
March and a Grant Agreement was signed on March 31, 1992.

From March, 1991 through April 11, 1992 the WSU-Contractor Group provided 14.5 person months of
in-country technical assistance for MLS Il implementation and APEX design activities. During this same
period collaborating institutions provided more than 3.7 person months of in-country technical assistance
in support of MLS Il implementation and APEX design efforts outside of contract funding. To date WSU
on-campus logistical and technical backstopping have totalled more than 12 person months, 5.0 person
months of which have been funded by the Contract. WSU also designed short-term training programs
for two senior technical staff at the Central Veterinary Laboratory in the areas of slinical pathology and
laboratory animal management. Training activities were funded outside of the Contract.

WSU on-campus support also provided programmatic input for the design and early implementation
planning for the Strengthening Research Planning and Research on Commaodities (SPARC - 688-0250) as
well as developing linkages with the Anaplasmosis/Babesiosis Vaccine Development Project {12R-2949)
and the Central Veterinary Laboratory (CVL) in Bamako, Mali. These efforts resuited in the selection of
the CVL as one of two secondary vaccine test sites in Africa and the development of a Ph.D. training
program in immunology for one of the CVL's senior staff which began in September, 1991,

Through March 1992, $ 266,055 in contract funds have been disbursed, $ 169,837 have been
obligated but not disbursed, and unobligated funds amounted to $ 18,240. (for more detail see Section
Budget/Financial Report, page 5.)

II. Technical Program Support

. Implem ion an f Il Program

The role of WSU-Collaborator group related to the implementation of on-going MLS Il activities has been
one of technical suppcrt. The WSU on-campus MLS Il coordination team undertook a four-week TDY in
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Mali during late April and early May, 1991. The dramatic political changes and resultant re-
organizational changes within the GRM which were taking place at that time were having important
‘practical and strategic implications for on-going activities during the consolidation phase of the MLS II
Project.

This TDY enabled the WSU-Collaborator group to bring together all project stakeholders, GRM, MLS ",
USAID/Bamako and achieve a consensus on program priorities and technical support needs during this
consolidation phase and allow the WSU-Contractor Group to more effectively mobilize institutional
resources to met evolving MLS il program needs. The coordination team aiso discussed with Project,
GRM, and Mission staff the need to prioritize Project studies based on both current and future program
objectives in order to provide a solid and smooth transitional period between the conclusion of MLS Il
activities and those anticipated under the new APEX project. Areas of discussion included:

L Identification of private sector feasibility studies;

] Recurrent cost studies;

L Impact and opportunity assessments of public sector decentralization and reorganization;
and

L Identification of mechanisms to promote and support producer organizations and to

establish and promote linkages among public, private, NGO/PVO organizations;

Discussions also centered on developing a strategy for APEX design efforts which focused on:

® Liberalization of marketing policies;
° A renewed commitment to addressing environmental issues;
] Ministerial re-organization and opportunities to better coordinate and integrate

development efforts within the broad agricuitural sector; and

L GRM commitment to decentralize decision-making and promote local, rural, and private
sector initiatives.

This TDY enabled project participants to reach a consensus on many major MLSII issues and agree in
principle to the organization of a Program Planning Meeting in the Fall of 1991 at WSU. (note Annex A -
Trip Report, WSU Campus Coordination Team). Financial management issues were also discussed
related to the present financial management system in operation on the MLS |l Project and to potential
future needs within the Ministry. Consequently, a financial management consuitant undertook aTDY in
Mali in late July and early August to:

o assess the strengths and weaknesses of the Project’s financial management system and
make recommendations for strengthening the financial management capacity of the
National Livestock Service (DNE), the Sotuba Animal Research Center (CRZ), the Central
Veterinary Laboratory (CVL), and the Administrative and Financial Division of the

Ministry (DAF);

L assist the Project (MLS 1l} and MAEE staff assess the financial implications of the MLS I
PACD extension and priorities for program development between January and July
7992;

® assist the Project (MLS Il) and make recommendations on how the present project

financial reporting system can be made a more effective financial management tool for
the DAF and project service divisions (DNE, CVL, CR2);



L begin to identify financial management issues which need to be addressed in APEX
project design efforts.

For details, see Annex B, Trip Report of Mr. Lioyd Mitchel, August, 1991.

A Program Planning Meeting was held at WSU from October 19 - 24 and included key Malian colleagues
from the MAEE, from the MLS Il Project, from USAID/Bamako, and from all WSU-Collaborator
institutions. Several days of discussions resuited in:

° developing a tentative schedule for major activities/TDYs to enable effective resource
planning and mobilization and planning for both Malian and U.S. collaborators;

. updating technical assistance needs and resource allocations based on present and
anticipated program needs for both the on-going project and the design needs for the
new APEX project

® developing a list of anticipated discipline needs and revising SOW for APEx design team
members; and
® assigning general roles and responsibilities for APEX design activities.

A summary of the program and decisions of the Program Planning Meeting were distributed in a report.
note Annex C - Planning Meeting, October 19 - 24, 1991, Washington State University).
B. Support of APEX Design Efforts

Design activities for the Animal Productivity and Export Project (APEX) began in early December, 1991
with the arrival in-country of the Design Team Leader and the Design Team Economist. During this
period, design efforts were greatly assisted by technical support in the areas of environmental/ natural
-resource management and livestock economic from REDSO/WCA and AID/AFR/ARTS/FARA. In late
December the MAEE nominated a Planning Committee, composed of an array of public and private
organizations working in the livestock sector, and a group of Malian technical specialists which was
assigned full-time to the APEX design team. In preparation for design, the University of Wisconsin
supported an in-country TDY for a livestock marketing economist to begin gathering data and information
for the livestock marketing and demand-analysis was considered an important element in the
development of the APEX Project Paper.

Design efforts were undertaken throughout the design period as a collaborative effort among the Ministry
{MAEE), the Mission, and the WSU-Collaborator/MAEE design team. Technical analyses for the APEX PP
were completed in late February (note Annex D - Schedule of WSU-Collaborator Design Team Membaers),
and the APEX Project Paper (PP) was completed in late March. (Washington State University provided
the services of the Acting Director of International Development Cooperation for a period of one month,
who was instrumental in completing the APEX PP). The Grant Agreement for the APEX Project was
signed on 31 March, 1992. The Design Team Leader departed Mali on April 11, 1992. { Annexes D
through

C. Institutional Management - WSU-Collaborator Group

An important part of U.S. institutional support for MLS Il and APEX design activities has been the close
collaborative relationships which have existed among cooperating institutions in support of MLS Il and
APEX programs. Although WSU has worked to strengthen communication linkages among its partner
institutions (note Annex E - "Kibaru Newiletter), the success of the existing network has been in large
part due to the supportive and pro-active manner in which all U.S. partner institutions have responded to
in-country needs expressed by the Project (MLS i), the Ministry, and USAID/Bamako. The partnership
that has been forged during past implementation and design efforts is expected to provide a mutually
support and effective institutional network to support future implementation activities under APEX.



{il. Administrative/Technical Program Support - WSU

Although procurement has been limited under the present contract, the International Development
Cooperation Office (IDCO) at WSU has been effective in responding to organizational, logistical, and
informational requests from MLS Il. IDCO has served as a liaison office between MLS Il units and U.S.
suppliers, has provided technical specifications for equipment purchases, has provided technical
backstopping in the areas of animal mineral deficiencies, laboratory animal housing and management,
computer and peripheral technical support, training ( in the areas of Clinical Pathology and Laboratory
Animal Management), and travel support.

IV. Budget/Financial Report

The IDCO financial management unit has effectively tracked contract resources and has made financial
resources available in a timely fashion in support of technical programs and activities. The following
table illustrates the budgetary implication of Contract activities through March, 1992.

Salaries and Wages

Unencumbered
31/3/92 %)
($)

52,235 (19,879) 116,918

11,607 10,997 5,572 28,178 "

Fringe Banefits

Travel, Transportation & 70,226 23,408 65,105 158,737
Perdiem

Supplies/Equipment 7,010 39,600 (39,810) 7,000
Other Direct Costs 14,007 10,757 (1,242) 23,522 ||

V. Continuing Program Priorities

1.

Strengthening the capacity of the National Livestock Direction (DNE) and the Central
Veterinary Laboratory (CVL) in the area of epidemiology has been an important
programmatic thrust of MLS Il activities and will likely continue to be an area of
continued support under APEX. How to best strategically develop institutional capacity
in this area while building capacity and participation of an expanding private veterinary
sector is an on-going area of program development among WSU, its collaborating U.S.
partner institutions, and Malian institutions and colleagues.

An important issue which resulited from APEX design activities and will be a focus of
early Project implementation is the establishment of a system for ensuring the effective
and fiscally responsible use of Project resources. Because of the array of institutions
which will be involved in APEX implementation (public and private sector groups and
institutions in Mali), the decentralized nature of Project management and program
implementation, and the "autonomous” character of the Project due to its simuitaneous
support of both the public and private sector activities, the Project, the Ministry, and the
Mission will have to develop and come to agreement on collective roles and
responsibilities and on mechanisms for dispersing and tracking resources to this diverse
group of Project beneficiaries. Mechanisms, which do date, have not been well-defined
by the Mission.

d~
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INTRODUCTION

‘Washington State University (WSU) initiated implementation of its contractual activities on the Mali Livestock
Sector Il (MLSII) Project with a visit to Mali of the WSU campus coordination team, Dr. Richard Cook and
Dr. Jan Noel, from 22 April to 11 May, 1991. The purpose of the visit was to explore with key project
stakehoiders how best to integrate the inputs of the TA Contractor--WSU and its collaborating institutions-
with the ongoing and projected project needs and activities. The trip included a visit to the USAID Regional
Office (REDSO/WCA, Abidjan, Cote d’lvoire). Detailed terms of reference are included as Appendix |.

The activities consisted of a series of discussions and meetings with a broad range of institutions and
individuals. A partial list of persons and institutions with which the team interacted are included as Appendix
ll. Apologies are extended to any whom we may have inadvertently failed to include. Because of the
extensive and iterative nature of these discussions, no attempt has been made to summarize them in detail.
Instead, for purposes of this report, the major findings and conclusions of the visit have been grouped into
four categories:

Issues relating to the implementation/consolidation phase of the present project;
Issues relating to the design of the new project;

Contractual issues associated with WSU participation in both phases; and

Draft of a provisional calendar of activitias.

These are summarized in the following sections. Additional details are provided in the attached appendices.

ISSUES CONCERNING THE IMPLEMENTATION OF THE PRESENT PROJECT

1. The recent and dramatic events concerning fundamental changes in the policies and organization
of the Government of the Republic of Mali (GRM) have important practical and strategic implications
for the extension of the present project consolidation phase. Programmatically such an extension

should:

a) Review and re-prioritize project resources to enable an effective implementation of high
priority activities during the transition period, from 1 January to 10 August 1992; and

b) Provide an opportunity to establish a muiti-disciplinary planning committee to mobilize for

the follow-on project. Composed of MDRE, USAID/Mali, and appropriate private
sector/beneficiary groups, such a committee should begin identifying and claritying those
policy, institutional, and technical program issues between the GRM and the Mission
necessary to effectively design and implement a new and more comprehensive development
strategy for Mali’s livestock sector.

Together, these activities shoulid transiate into operational terms how a new project can capitalize
upon progress made to date to more effectively utilize the livestock sector as a major vehicle to
generate broad-based economic development and policy reform to meet evoiving GRM priorities and
concerns. In order to take advantage of emerging opportunities, the present consolidation phase
should also be used to mobilize interest and commitment by the spectrum of potential stakeholders
to this broader based, but strategic approach to livestock development.

2. The changes referred to above have had important implications for the scope and timing of technical
assistance inputs during the consolidation phase. In general, the changes mada reflect the need to;
a) modify technical inputs to adapt to present project needs: and b) meet the expressed desire by
project stakeholders to have all technical assistance (TA) personnel assess both present and
potential future technical needs and associated cost-benefits in program areas of their expertise.
In some cases the TA timeframes specified in the contract for a given discipline area have been
shortened to provide more flexibility within the specified contractual level of effort to meet evolving
program design needs (see Appendix Il for specific changes and madifications).

3. The project should review its present program priorities. Given the dynamic and rapidly evolving
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political and institutional environment in Mali, the project must be more proactive in assisting MDRE
identify opportunities to promote and increase economic impacts for beneficiary groups within the
livestock sector. Examples include:

® Identification of private sector feasibility studies;

° Recurrent cost studias;

® Impact and cpportunity assessments of public sector decentralization and reorganization
issues;

® Identification of mechanisms to promote and support producer organizations and to
establish and promote linkages between and among public, private, NGO/PVO organizations;
and

L Identifying criteria for prioritizing among alternatives.

Such initiatives could begin under the present project and be iogically expanded programmatically
in the project design efforts. It is clear from discussions with MDRE staff that a priority for the
Ministry is to provide for continuity in effort and maintain momentum between the two projects.
Accordingly, the present project cannot afford to adopt a passive approach to the transition between
present and future programs. As a result of ongoing as well as projected changes, the project must
be proactive and aggressive in exploring how to move from doing old things in ol to doing
old things in naw ways and to doing new things. Presently, there is a critical window of opportunity
to support and assist the new GRM to meet the needs and aspirations of the Malian people. It is
important that project management be proactive in exploring with project volets and MDRE staff
those policy and institutional options which could be supported in new and creative ways in the new
project.

Participant Training: WSU does not have contractual obligation for the provision of selected short-
term participant training in the U.S. under the present MLSII project, as was originally projected in
the RFTP. However, the University and its partner institutions are committed to assisting, as needed
and appropriate, with the remaining human resource development activities. Therefore, discussions
with GRM and USAID addressed both the status of the training programs and desired modifications
in planned programs. Some changes have been made to the MLSII training programs outlined in the
Project Paper Amendment and Request for Technical Proposal. A number of the projected short-
term training programs overseas have already been completed, while others have been or will be
carried out in Mali. Projected remaining needs identified during the visit are summarized in Appendix
.

ISSUES REGARDING DESIGN OF THE NEW PROJECT

1.

Overall Strategy: Livestock development is a key strategic element in the Mission’s country
development program to help the GRM maintain its commitment to the structural adjustment
program and support the fundamental democratization efforts presently being undertaken.
Significant changes, offering significant new opportunities for impact for the new project are in
process. These include:

L Liberalization of marketing policies;

o A renewed commitment to addressing environmental issues;

° Ministerial re-organization, including the fusion of the ministries charged with agriculiture,
livestock and the environment, offering new opportunities to better coordinate and integrate
development efforts within the broad agricultural sector; and

] GRM commitment to decentralize decision-making and promote local, rural and private
sector initiatives.

Collectively, these provide a political climate supportive of fundamental economic and political
change. New development efforts for Mali‘s livestock sector must provide a balanced approach
between appropriate public and private sector investments and between the promotion of production
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ANNEX A

for domestic and export markets. As regional export opportunities are enhanced there is always a
risk that domestic supplies may be put in jeopardy and a balanced development strategy should
promote exports while protecting domestic supplies. Livestock represent both an important cash and
food crop for a vast number of Malians. Conssquently, development efforts within the sector offer

a unique opportunity to contribute to the [ n f prom
ensyring food security. Recent policy changes, including the removal of price controls, elimination

of export taxes, and broad popular support for private sector development provide a supportive
climate for new initiatives which will promote sustainable sector develiopment.

Significant changes in domestic and regional policies regarding livestock marketing and trade also
offer new development opportunities within a regional context. For example:

° Ongoing changes in pricing policies for livestock products in Ivory Coast will favor locally
and regionally produced meat and livestock products;

L Macro-economic and demographic trends in Ghana and Guinea appear supportive of
developing future markets for Sahelian, and specifically Malian, livestock and livestock
products;

° Recent studies indicate that significant opportunities exist for export of small ruminants
from Mali to Senegal; and

L The recent inclusion of the livestock industry to the list of preferential industries in Mali’s

foreign investment code could provide new opportunities for promoting joint ventures and
the development of value-added small businesses.

We recommend that the Project Zone (geographic focus/location of project activities) be addressed
as a part of the design process. This should be approached for the new livestock project through
the identification of criteria which will be used to identify the areals) of desired improvements and
those interventions from which these are most likely to result. Significant changes have occurred
during the past 10 years in the nature of livestock production systems and in environmental issues
and priorities associated with these changes. Consequently, opportunities for sustainable
development of the livestock industry on a natignal scale should tigure prominently in determining
the zones of intervention for a new livestock project. This strategy should identify opportunities for
high impact interventions, building upon existing and emerging policy, infrastructural and technical
needs and capacities, wherever they may be located. This is now a highly feasible approach due
in large part to the success of previous USAID development efforts which have targeted
management and technical capacity building in key public sector institutions. Now is the time to
capitalize on these successes by focusing resources directly on interventions which result in
enhanced production, income generation, and sustainable productivity of natural resources.

USAID/GRM collaboration should address key issues and build upon the broad common agenda
between USAID/Mali and the GRM. This includes a strong shared commitment to promote economic
development while ensuring food security and the well-being of those segments of the population
who are most vulnerable to potential negative social and economic impacts of ongoing structural
adjustment efforts. Issues for consideration include, among others:

° Mechanisms to implement and monitor impact at the producer level;

o Evolving roles of public and private sector - strategically how these sectors can work
together to ensure integrity and safety of the system in the short-term, while building
toward new long-term roles in ensuring consumer protection, while facilitating and
catalyzing private sector development;

L A need to be strategic and creative in selection of private sector initiatives in order to show
, initial success.
° Development of an effective project management system; including consideration of:
- The future role of MDST;

- The need for an entrepreneurial and flexible management structure that will forge
an effective partnership and cooperative effort between the public and private
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sectors. Project management must bring together an array of diverse groups, both
public and private, to produce, over the medium and long-term, a coherent and
complementary set of development impacts;

How best to capitalize on one of the major success of the present project, that of
the recognized benefit of integrative program planning.

° How to effectively integrate a continuing and evolving series of institutional and policy
issues into project design - many of which are likely to occur after elections in early 1992,

L How to effactively maintain continuity and stability of on-going project activities while
addressing a dynamic political and economic environment.

L How to develop an effective human resource development program in the new project

which can address all target groups (public and private), and contribute to continuing
positive impacts of the project.

It will be important to include in design considerations the role of research in the new livestock
sector project and opportunities to better integrate related efforts for AlD’s agricultural sector
deveiupment strategy (ie. the farming systems, support to agricultural research/commodities,
development of Haute Vallés, and the new livestock project).

Land tenure and land use issues in Mali's agro-pastoral areas are key elements which must be
incorporated into the design approach.

Interventions in the area of commercialization should strass opportunities beyond the traditional
focus on export of live animals, especially cattle. The development of both small ruminant and
pouitry enterprises are important examples. Recent developments also suggest that commercial
opportunities relating to milk and milk products and hides and skins merit further investigations
during design process.

An effective project managemen em must be developed and utilized to enhance and coordinate
the participation of a diverse set of project stakeholders. Such would build upon successes and
lessons learned from Mali Livestock | and Il and other activities in the sector. The establishment of
a planning committee (suggested in the section on Issues Concerning Implementation of the Present
Project--1.b.}, is one step toward the development of such.

Another is the Joint Project Design Planning Meeting, included in the WSU technical assistance
contract and tentatively scheduled to be held at Washington State University, Pullman, Washington,
in September 1991. It is recommended that participants include:

Key members of the Planning Committee (Mali);

USAID, Bamako representative/s;

Key WSU personnel

Key resource persons representing the WSU collaborating universities and institutions; and
Others as appropriate.

This meeting will provide a forum, away from day-to-day responsibilities, for:

® Malian and AID stakeholders to become familiar with resources and capacities of U.S.
organizations and individuals available to support the new project;

° Updating of U.S. participants with progress, activities and any changes in the ongoing
project and of the Planning Committee;

® Identification and mutual exploration of issues and strategies necessary for the successful
design of the new project, and

® Joint planning for design management including objectives, roles, responsibilities, schedules,

and others.
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CONVRACTUAL ISSUES

ANNEX A

Becauss of the proposed revision of the PACD and evolving nature of technical and programmatic
needs of the design effort, it has been noted that the present WSU contract does not fully address
these issues. Discussions with USAID/Bamako identified the noed to address these further, in
concert with the Regional Contracting Officer.

A visit to the REDSO/WCA/Abidjan was undertaken from May 1 through May 3. The objectives
were:

a) To ensure concurrence with the Regional Contracting Office of administrative and
contracting procedures to facilitate an efficient and effective mobilization of resources by
Washington State University and its collaborating institutions to meet evolving project
needs; and

b) To discuss with REDSO technical staff opportunities for integrating regional marketing, trade
and other programmatic issues into project design efforts. It was agreed that:

L The WSU contract contains a clause authorizing modifications in TA inputs.
Therefore, no amendments to the Title XIl contract would be necessary to modify
either SOWs or duration of short-term assignments, proviced the level of effort and

i hnical e remain the sam lined in the contract. Modifications
and/or new SOWs will be transmitted to REDSO/WCA once approved by MDRE and
USAID/Mali. '

L The extension of the PACD will have budgetary implications for the TA contract,
as well as for project activities in Mali. Therefore, once extension of the PACD has
been fcrmally approved, a contract amendment should be made reflecting the new
PACD; any other resulting contract modifications as agreed to by MDRE,
USAID/Mali, and WSU; and minor corrections identified in the original contract.

L The Regional Contracting Office will review the proposed format for WSU Task
Orders to be issued under the existing Memoranda of Understanding with WSU
Partner/Cooperator institutions and identify any issues or concerns which should
be addressed prior to issuing Task Orders.



APPENDIX 1.
REVISED TERMS C:¥ REFERENCE
SHORT-TERM TECHNICAL ASSISTANCE - IMPLEMENTATION

EPIDEMIOLOGIST (1 person month)

The objectives of this short-term technical assistance assignment are two-fold. The primary
responsibility will be to conduct a training seminar for appropriate technical staff at the Central
Veterinary Laboratory (CVL) and the National Livestock Direction (DNE). Utilizing data already collected
by CVL and DNE staff, the objectives of this seminar will be to assess various analysis techniques and
their relation to field sampling methodologies; to interpret the results of these analyses and their
epidemiological implications; and to discuss the use of survey results in determining future disease
control strategies and in orienting applied animal health research activities. The training program is
expected to result in: 1) the improvement of technical and analytic skills of CVL personnel in the area
of epidemiology; and 2) selected analytic results and/or approaches--specific to the available data and
local conditions--appropriate for use in the design effort.

Based on discussions with GRM, USAID/Mali, and representatives from coliaborating Title Xl and other
institutions at a program planning meeting to be held in Pullman, Washington in September 1991, the
epidemiologist will also develop an gpidemiglogical n ment which will be included in program
development efforts during the design of the Mali Livestock Sector Ill project.

Proposed dates for the TDY are approximately 15 September - 15 October 1991.
'CLINICAL PATHOLOGY (3 person weeks)

The primary responsibility will be to assist the CVL to develop the necessary technical capacity in
clinical chemistry and hematology to support its diagnostic program. Specifically, the TA will assist
CVL technical staff to put into operation a spectrophotometer which is presently on order and to train
several technicians in the pathology section in routine clinical biochemistry analyses, including common
macro-elements, and in routine hematology procedures. The clinical pathologist will also assist
management at the CVL in developing a plan for identifying future clinical pathology needs and
assessing and projecting human resource development and recurrent cost requirements to support
these needs.

Based on discussions with GRM, USAID/Mali, and representatives from collaborating Title X!l and other
institutions at a program planning meeting to be held in Pullman, Washington in September 1991, the

clinical pathologist will also develop an plan for assessing the technical and potential recurrent costs

needs associated with establishing a toxicology/environmental monitoring capability for the CVL which

may be included in program development efforts during the design of the Mali Livestock Sector I
project.

Tentative dates for the TDY are July 1-July 21, 1991. (Final dates to be determined once
equipment has been received by CVL).

'VIROLOGY (1 person-month)

The TDY activities of the virologist will focus on sustaining and strengthening the capacity of the
diagnostic virology unit in CVL to meet current and emerging needs of the livestock sector. Important

' indicates a reduction in duration of assigrment from that originally snticipated.
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elements include the broadening of capacity to serve other species of importance to the livestock
sector, including poultry and small ruminants. Technical capacity in the laboratory is currently limited,
'with the exception of one highly trained individual. To ensure continuity in the event of turnover, the
technical assistance activities will be closely coordinated with a companion training program for
technical staff of the CVL virology unit. The training program will focus on the acquisition by three
CVL technicians of a broad base of essential virology laboratory skills and techniques and their
application to present and future needs of Mali’s livestock sector. The training will be carried out in
part in the U.S. (2 months), to allow for a broader access to teaching and diagnostic materials, and
partly in Mali, to ensure adaptation of procedures to the CVL's program.

Following the completion of training activities and the program planning meeting in the U.S., the
Virologist will provide technical assistance to the Virology unit in Mali for 1 person-month to assist the
CVL to: 1) ensure technical and management procedures are adapted to and sustainable under local
conditions; 2) assess future needs and priorities in the areas of diagnostic virology and related areas;
and 3) assess human resource and recurrent cost issues associated with sustaining a virology capacity
consistent with Mali’'s livestock sector needs.

Itis anticipated that the training activities in the U.S. will be funded primarily under the training portion
of the MLSII project, which is not a portion of the WSU technical assistance contract.

Tentative dates for this TDY are approximately 30 December 1991-30 January 1992. Actual
dates will be determined in association with final training schedules and related discussions.

'IMMUNOLOGY (1 person month)

Primary responsibility will be to assist the CVL in developing improved diagnostic techniques for
identification, monitoring (incidence and levels of protection against), prioritization, and development
of effective control strategies for economically important diseases in Mali. The consultant will work
with CVL senior technical staff, and other senior technical staff in the National Livestock Direction as
appropriate, to assess the diagnostic needs of the CVL and develop cost-effective techniques for the
production of diagnostic reagents and for diagnostic protocols. An important objective of the
consuitant’s program development efforts with the CVL will be to identify opportunities for establishing
long-term linkages for the CVL with veterinary research and diagnostic institutions in the U.S.

Preliminary discussions, focusing on two diseases (Anaplasmosis and Babesiosis), will be carried out
in Mali between the CVL and the WSU Veterinary Immunology Unit in May, 1991. This activity is
funded outside the WSU MLSII contract.

The consultant’s in-country support of the CVL's immunologic diagnostic program will be further
defined during detailed discussions with GRM/CVL staff during a project program planning meeting
which will be held at Wasnington State University in September 1991. These discussions will provide
the basis for the consuitant to assist the CVL to develap a strategic, cost-effective diagnostic program
which will be used during program design efforts for the Mali Livestock Sector ill project.

This TDY is tentatively scheduled for December 1991. Final dates will be determined following
the May visit of Dr. Steve Hines to the CVL and the subsequent joint program planning
activities in Pullman.

FINANCIAL ANALYST - (Implementation - 3-4 person weeks)
(At the time of preparation of this draft report, the terms of reference for the implementation-related

activities of the financial analyst are still under revision, but are scheduled for approximately 3-4 weeks
in July 1991.)
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UVESTOCK MARKETING SPECIALIST (1 person-month)

Due to activities completed and ongoing in association with USAID programs in the Region and in Mali,
this TDY assignment is now projected to relate primarily to the design of the follow-on project.
Therefore, terms of reference will be defined in detail in association with the other design activities.
Marketing-related design studies are tentatively projected to take place in September/October 1991.
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APPENDIX 1I.
PARTIAL LIST OF
ORGANIZATIONS/PROFESSIONALS CONTACTED

USAID/Mali

Mr. Dennis Brennan, Director

Mr. Tracy Atwood, ADO

Mr. David Atwood, ADO/Economics Division
Mr. Doral Watts, ADO/Livestock Division
Mr. M. Cheick Drame, ADO/Livestock Division
Ms. Anna Diallo, Controlier's Office

Mr. Brahima Sangare, Controller's Office

Dr. Vic Duarte, Program Economist, EPRP
Ms. Monica Stein, Financial Analyst

Mr. John Bresiar, Program Office

Dr. Tadesse Kibreab

USAID/REDSQ/WCA

Mr. Steve Wisecarver, Regional Contracting Officer
Ms. Christine Farhat, Contracting Specialist

Mr. Fidele Sarassoro, Planning/Evaluation Division
Dr. S.K. Reddy, Program Development Office

Ministry of Ryral Development and Envirgpnment

Dr. Bocar Diallo, Director of Cabinet
Dr. Ousmane Guindo, Technical Advisor
Dr. Gagny Timbo, Director General, DNE
Dr. Boubacar Seck, Director General, CVL
Mr. El Hag Omer Tall, Director General of IER, nominated Technical Advisor MDRE
Mr. Bafotigui Sacko, Technical Advisor, Economics, MDRE
Dr. M. Goita, Director DRSPR, nominated Director General of IER
Mr. M. Dicko, Director, Division of Animal Production Research, IER
Mr. Racine Ly, Researcher, CRZ
Dr. Traore, Research Coordinator, CRZ
Dr. A. Sow, Deputy Director General, DNE
Dr. A. Diallo, Chef, Division of Projects/Programs, DNE
Mr. M. Diallo, Chef, Pasture/Natural Resource Division, DNE
Dr. Boubacar Kouyate, Chef, Diagnostic and Research Division, CVL
Dr. C.F. Simbe, Deputy Director General, CVL
Mr. Mechell Jacob, Director of Operations, MDST, Livestock Sector Project
Mr. C. Bagayoko, Financial Director, MDST, Livestock Sector Project
Mr. Bonfing Koite, Administrative Director, MDST, Livestock
Sector Project (nominated Chef de Cabinet du Premiere Minister)
Dr. M. Coulibaly, Chef, Division of Animal Health, DNE
Dr. Camera, Director General, Veterinary Pharmacy
Dr. Samasoko, Chef Division of Marketing/Commercialization, CVL
Mr. Modibo Sangare, Director General, OMBEVI
Dr. Sadou Oumar Ba, Deputy Director General, OMBEVI
Mr. S. Maiga, OMBEVI
Mmme. Oumou Coulibali

ANNEX A e



CMDT

Dr. Mukhtar Traore, Director Animal Production Division

Peace Corps

Ms. Karen Woodberry, Director
Mr. Oumar Cissé, Agricultural Specialist

Africare

QOthers
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Mr. Dan Gerber

Ambassador Donald Herbert Gelber

Dr. John Staatz, Michigan State University
Dr. Michael Weber, Michigan State University
Dr. Siegfried Debrah, ILCA (CIPEA)

Dr. Gerti Hesseling, CILSS/Club du Sahel

Dr. Jack Hyde, Chemonics

Dr. Steve Hines, WSU

Dr. Ron Kincaid, WSU
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APPENDIX il
PROVISIONAL CALENDAR OF ACTIVITIES/EVENTS
POTENTIALLY INVOLVING/AFFECTING WSU
APRIL 1991 - SEPTEMBER 1992

§ Initial visit WSU Cook and Noel'

lsmunology TDY - Hines'

| Animal Nutrition T0Y - R. Kincaid'

|bAco Amendment X
P.1.D. Submission to AID Washington X
D.C.
Clinical Pathology TDY - J. Kramer x?
Financial Management Analysis TDY - X
L. Mitchell
P.1.0. Approval Washington D.C. X
Title XII Contract Amendment/PACD, X
etc.
Virology Short-term Training (2 in X X X
u.S.)
Project Planning Committee in Mali X X X X X
Recurrent Cost Study Completed X X
(CVL, etc.)

| Jt. Project Planning Meeting, X
Pullman, WA
Epidemiology TDY - J. Homan X
TA Design Team -
K. Shapiro X X
R. Cook X X X
Immunology TDY - . X
T. McGuire

1 Sponsored by WSU
2 Pending arrival of necessary laboratory equipment

ANNEX A 14



PROVISIONAL CALENDAR OF ACTIVITIES/EVENTS
POTENTIALLY INVOLVING/AFFECTING WSU
APRIL 1991 - SEPTEMBER 1992 (CONTINUED)

ACTIVITY/EVENT

T.A. Design Team - (Continued)

 R. Cook
P. Bloch
L. Mitchell
Others??

| Project Planning Committee X X X X X X X X X
i Continues Activities in Mali

Virology TOY: X
- J. Evermann

Project Paper Completed X "

Project Paper Approved (USAID/Mali X
and GRM)

Project Agreement Completed/Signed X X
(USAID/GRN)

Mobilization for Project X X X X "
Implementation

Signed

" Project Implementation Contract X

Project Implementation Start-up X X X X

PACD Mali Livestock Sector 1! X
(10 August 1992)
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APPENDIX IV.
SHORT-TERM TECHNICAL TRAINING
CENTRAL VETERINARY LABORATORY

Prioritized List of Training:

1.

Virology:

A. For technicians: Training will emphasize the following areas: (1) cell culture techniques; (2)
preparation and conservation of cell culture media; (3) sample handling; (4) maintenance of
laminar flow hoods; (5) maintenance of laboratory equipment; and general operational
procedures for a virology laboratory.

B. For scientists: Training will emphasize the following areas: (1) cell culture techniques; (2)
viral isolation and identification techniques; (3) antigen preparation for serological tests; and
{4) procedures for basic serological testing, eg. VN, CF, HA, HI, and ELISA.

Immunology: Training wili focus on scientific staff and will emphasize the following areas: (1)
immunization techniques for production of antisera; (2) techniques for globulin preparation; (3)
techniques for the preparation of fluorescent and enzymatic conjugates; and (4) conjugation
titre techniques.

Epidemiology: Training will be focused on scientific staff and will emphasize the following
areas: (1) statistical methods; (2) sampling techniques; (3) surveys and precision assessment;
(4) methods for comparing and evaluating observed and theoretical percentages; and (4)
standard distribution principles and theories, means and variance.
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DRAFT

STRENGTHENING FINANCIAL MANAGEMENT

IN THE LIVESTOCK SECTOR PROJECT

A REVIEW PREPARED FOR THE GRM AND USAID/MALI

BY
LLOYD M. MITCHELL
The Mitchell Group, Inc.
1816 11th Street N.W.
Washington, D. C. 20001

Telephone: (202) 745-1919
Fax: (202) 234-1697

CONTRACT No. 688-0218-C-00-1014-00

Bamako, Mali
July 15 - August 3, 1991
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EXECUTIVE SUMMARY

Washington State University (WSU) has signed a contract with the U.S. Agency for
International Development (AID) for selected implementation/design activities of the Mali Livestock
Sector 1l Project or "MLSII* (AID Contract No. 688-0218-C-00-1014-00), the "Prime Contract.”
The Mitchell Group, Inc., as a collai::rator with WSU, has entered into an agreement with WSU to
assist in the financial management portion of the Project. Simply stated, this financial management
review is being conducted to examine an approach that will maximize the use of local resources to
contain nianagement costs and promote sustainability. Since the new livestock project may
involve a wide spectrum of in-country collaborating entities, eg. PVOs, NGOs, private sector
groups, etc., new financial and program management procedures will have to be developed. Of
particular interest will be the effective programmatic integration of the public (MAAE) and private
sectors.

Considerable progress has been made in the management of funds for The Mali Livestock
Sector |l Project over the past three years. To measure this progress and evaluate the financial
management system in place, this evaluation focuses primarily on improving the existing policies
and procedures at the Ministry of Agriculture, Livestock, and Environment/Government of Mali
(MAEE/GRM), U.S. Agency for International Development/Mali (USAID/Mali), and at individual
national service divisions for their completeness, adequacy and internal consistency. The objective
of this evaluation is to identify opportunities for improving coordination, communications, and
efficiency, while streamlining the system for development during phase lll of the project.

The follow-on project to the Mali Livestock Sector Il Project will involve adapting
management procedures and technologies to the Malian environment. Tight monitoring and
feedback mechanisms need to be built into the design of the new project to help guide
implementation. The following recommendations, at both the policy and program levels, represent
opportunities to strengthen resource allocation capacity with the MAEE and promote the
sustainability of future project efforts. These opportunities should be reviewed by the design team,
the MAEE/GRM, and USAID/Mali.

A, Policy Recommendations:

1. The GRM/MAEE and USAID/Mali should transfer the supervision of MDST to
the Administrative and Financial Division {DAF), which then should assume
overall responsibility for the management of all aspects of project local
currency funds.

2, The GRM/MAEE needs to clarify the legal and administrative statue of the
Central Veterinary Lab (CVL), i.e. public, semi-public, or private enterprise.
This clarification is essential in order to identify future development
strategies for the CVL and to design appropriate programs in the new
project.

3. The new accounting system being designed and implemented at the CVL
should be reviewed in mid 1992 to determine its effectiveness and
applicability for other projects in the MAEE.

B. Programmatic Recommendations:

1. The MAEE/GRM and USAID/Mali need to improve communications. One
method to do this would be through the creation of a quarterly newsletter,
distributed to all service/division levels, which contains policy and procedurai
issues, analyses of quarterly financial and activity reports, and up-to-date
information concerning progress towards achieving program objectives.
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2. Additional training in financial management systems and procedures and in
computer use is needed for MAEE accountants. Such training would
facilitate the adoption of improved financial management procedures by the
MAEE.

3. There is a need to re-examine criteria for approving cash advances. Under
certain circumstances it may be necessary to provide 60-day advances. In
this regard it is suggested that the procedures for transferring funds to the
field be reviewed to improve the efficiency of disbursement and facilitate
the timely execution of project programs and activities.

4, Procedures should be improved for monitoring equipment and supply
purchases. In the future, the project with Title XIl assistance should
develop a more efficient procurement process that better responds to
project/MAEE needs.

Further discussion concerning the above recommendations can be found in the

recommendation section of this report.
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SECTION | - INTRODUCTION
1.1.  Background

Livestock is important to Mali economically and culturally. Mali’s livestock sector generates
approximately 50% of export earnings and accounts for approximately 20% of GNP. Livestock
serves as a source of income, a reserve for savings, and a tangible measure of status and security
for producer households.

Major support for the livestock sector began in response to the conditions created by the
1974 drought, as part of the overail U.S. and world-wide donor community response to the
Sahelian crisis. In addition to continued support for the Central Veterinary Laboratory (CVL),
USAID/Mali has provided significant support to improve livestock production technology.

Since 1974, USAID/Mail has responded to livestock sector problems with a series of
projects designed to address animal heaith, management, production and marketing constraints.
The first of these projects, Mali Livestock Development, provided credit for animal purchase and
introduced controlled grazing and feedlots. The second, Mali Livestock Il, introduced range
management programs as well as supporting teste-fly control research to permit the use of new
pasture land.

The current Grant Agreement for the Mali Livestock Sector Il Project, the third USAID/Mali
livestock project, was signed in 1982 for $17.5 million over five years. Subsequent amendments
have brought the total funding to $23.2 million and extended the PACD to 1991. The Mali
Livestock Sector Il Project represents the first phase of a 20-year collaborative effort between the
GRM and USAID to bring about sustained improvements in the income and well-being of livestock
producer and others dependent on the livestock sector.

The purpose of the project is to:

1. Expand activities that have brought about increased production

2. Continue testing activities that show potential

3. Identify improved technologies for extension through on-farm research

4, Develop the institutional capacity of the public and private sectors to identify, plan

and evaluate viable livestock sector investments
The following institutions are involved in project implementation:
MAEE. The GRM Ministry of Agricuiture, Livestock and Environment

DNE. The National Livestock Directorate responsible for the delivery of inputs =@nd
the conduct of disease surveillance programs to monitor and maintain the
heaith and productivity of the national livestock herd, including
vaccinations, treatment and extension.

CVL. The National Veterinary Laboratory which serves as a national diagnostic
resource center and implements an applied animal health research program.
A separate CVL unit is responsible for vaccine research and production.

INRZFH. The National Institute for Zoologic, Forestry and Hydrobiologic Research,
was the Malian institution responsible for animal production research. The
institute serves as the source of research and extension information for the
DNE. INRZFH has recently been integrated into the Institute of Rural
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Economy (IER) which is now the executing agency for Mali’s national
agricultural and livestock research program.

MDST. The Management Development Support Team is responsible for project
implementation activities such as budget preparation, financial management,
local and international procurement, contracts, training, vehicle maintenance
and control, fuel control, inventory systems, clearance of annual work plans,
preparation of JMC documents and minutes, and quarterly progress reports.
MDST is the main liaison between USAID and the GRM. It coordinates the
implementation of all the project activities. High level policy, program
guidance, and management coordination are provided to the project through
the Joint Management Committee (JMC), which meets twice yearly and is
co-chaired by the Minister and the Director of AID.

1.2. Scope of Work

The scope of work ur terms of reference for this consultancy is being undertaken as a
complimentary part of the Final Evaluation which was conducted in October, 1990. The evaluation
recommended that activities be undertaken to strengthen the financial management capacity of the
Administrative and Financial Division (DAF) of the Ministry of Agriculture, Livestock, and
Environment, as well as of project service divisions (DNE - National Livestock Service, CVL -
Central Veterinary L.aboratory, and CRZ - Center of Animal Husbandry Research) within the
Ministry. Based on discussions with MAEE service divisions and USAID/Mali, and in the light of
evolving project priorities, the following terms of reference were developed.

1. In collaboration with project staff assess the strengths and weakness of the
project’s financial management system and make recommendations for
strengthening the financial management capacity of the DNE, CVL, CRZ, and the
DAF. These recommendations should provide areas for further assessment and
potential program development during future design efforts.

2. Assist project and MDRE staff to assess tne financial implications of an extension in
the project’s PACD (until August 10, 1992) and to plan critical program needs
during the period from 1 January through 10 August 1992.

3. In collaboration with project staff (DAF and MDST) make recommendations on how
the present project financial reporting system can be made a more effective
financial management tool for the DAF and project service divisions (DNE, CVL,
CR2).

4, Undertake discussions with project, MDRE, and AID/Mali staff to begin identifying
financial management issues which will need to be addressed in project design
efforts. Since the new project will hopefully involve a wide spectrum of in-country
collaborating entities, eg. PVOs, NGOs, private sector groups, etc., new financial
and program management procedures will have to be developed. Of particular
interest will be the effective programmatic integration of the public (MDRE) and
private sectors.

Prepare a draft report, in both English and French, to be made available to the project,
MDRE, and AID/Mali staff prior to departure from country. It is understood that the Livestock
Office, AID/Mali, will forward all comments on the draft report to Washington State University
(WSU) within two weeks after departure of the consultant. A final report will be completed and
transmitted by WSU to USAID/GRM within 30 days.

SECTION Il - RATIONALE FOR STRENGTHENING PROJECT’S FINANCIAL MANAGEMENT SYSTEM
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2.1. Introduction

The existing USAID and public accounting and financial management system at the level of
the MDST is good. However, it should be improved to enhance its effectiveness in estimating the
benefits and costs associated with future development programs. Most, if not all, decisions have a
financial impact. For example, to diversify into a new area of service, such as marketing a new
product, requires the dedication of resources, ie. manpower, equipment and facilities. Resources
cost money, and even if available they will have competing uses, such that the revenue gained
from any new use will have to be offset against the revenue foregone on the existing uses. The
result is that financial factors play a determinant role in decision making.

The availability of appropriate financial data is likely to direct management towards
necessary operational decisions. For example, a vigorous analysis of the costs associated with the
activities of an institution may indicate that certain ones are not justifiable given their revenue
generating capability. In essence, financial management is concerned with the provision of
accounting information and its use to make and/or evaluate decisions.

Financial management can be sub-divided into a number of interrelated topics. An outline
of these topics and examples of how they can apply to the operations of service institutions is
given below. The illustrations are specific to institutions providing service to the privats sector and
are intended to illustrate the practical importance and relevance of financial management in the
general operation of such institutions.

2.2. Financial Management
A. Business Planning:

All organizations have to prepare plans for their future activities. A business plan for a
service institution will include:

the type of service offered,

the frequency of the service,

the price of the service,

the resources, human and non-human, required to provide the service,
technical services offered and related resources required,

research and other activities to be undertaken.

O O000O00O0

This business plan is then converted into a financial plan. The financial plan identifies the
revenues and expenses associated with each activity contained in the business plan. The business
planning process must involve the interaction of activities and their financial implications. The
business plan and the financial plan is the result of an integrative process. The business plan
cannot disregard financial implications, while financial plans cannot be allowed such dominance
that management decision are made based only on financial criteria..

B. Financial Planning and Control:

The financial plan (budgets) is a prediction of the fiscal implications of financial resource
allocation for future activities. The process of financial planning is an iterative process, requiring
managers to quantify, in monetary terms, the estimated impact of proposed future resource
allocations, while the financial plan itself provides a framework for assessing the validity or
consequences of management decisions related to resource ailocations.

For example, a desire to develop an new type of vaccine will require the commitment of
resources. The financial plan predicts the future cost implications of producing the new vaccine
and hence uie financial resources necessary to cover those costs. The objective of the financial
plan is to enable management to effectively allocate resources and monitor their use over time.
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Management must then decide the source of financing, ie. from a grant, government subvention,
an investor, or whether the new activity will have to generate sufficient reveriue so as to be self-
supporting.

The financial plan, once prepared and accepted by management, then becomes a measure
against which actual performance can be monitored. Thus, if an activity is to be undertaken with
planned future costs and revenues, the actual future costs and revenues can be compared with
those predicted in the plan. The plan enables management to continually refine assumptions and
review decisions, as necessary, based on actuai performance. If, for instance, the revenue from an
activity greatly exceeds expectations, then management may choose to devote more resources, at
an additional cost, to the activity. Comparing actual performance against planned performance
identifies operational weaknesses and focuses management’s attention on key decision making
areas. In practice, decision making is a complex process involving an array of options where
business, humanitarian, social, and political considerations may be as important in determining
success as financial factors.

An institution needs a variety of financial plans, depending on its administrative and
organizational structure and the nature of its activities. Described below are some of the financial
plans that can be prepared, with an indication of their usage.

(1) Operating Plans (The Operating Budget)

The operating pian is a forecast of the expected ravenues and costs for a defined period in
the future, normally twelve months.

Typically, the operating plan will include an analysis of revenue by activity type; operating
costs, research fees, sale of services etc.; or by the source of revenue, government subvention,
grant, earnings from activities etc. Major items of expenditure are likely to be analyzed according
to:

o] type of expenditure (salaries, sub-contracted costs, rent, supplies, etc),
o activity {(costs attributable to services, research, travel etc.),
o nature (costs which are fixed for the period or costs which vary according to the

activity on which they are dependent).

The operating budget may be in a format prescribed by law or by the institution. To be
used as a management tool, operating budgets must present analyses of revenue and cost data in a
format which enables operational decision making. Once the programmatic and production
demands of the institution have been met the budget should then be re-analyzed, if necessary
revised, to reflect the programmatic priorities of the institution.

Operating budgets are normally for one year. However, they can be for shorter or longer
periods depending on management needs. Operating budgets can also be produced for specific
projects or activities without a time limit. For instance, if support funding is available to enable an
institution to commence a research programs, it may be useful to prepare an activity budget
showing the costs related to the activity as other sources of revenue for the activity during the life
span of support funding.

Operating budgets are not totally accurate since they are based on reasonable assumptions
which are frequently outside the control of the institution’s management. Excessive precision or
attention to detail is not necessary when preparing the budget and may, in fact, make the
preparation of the budget too time consuming, reducing staff interest and commitment to the
budgeting process. In most instances only reasonable estimates are required in the preparation of
operating budgets, since actual variations from budget estimates will only receive management
attention when they are significantly different from budget estimation. An important resuit of the
budgeting process is the promotion of management by exception, i.e. management attention is
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concentrated only in those areas which differ significantly from planning estimates.
(2) Capital Budgets

Operating budgets are normally concerned with the revenues and costs associated with the
day to day activities of the institutions. A capital budget is concerned with the acquisition of
significant assets and consists of a plan for major expenditures such as the purchase of buildings,
e ;-ipment and vehicles.

A capital budget may be prepared for a period of several years. A three or five year rolling
budget is often very useful. The capital expenditure budget for year one generally includes a
commitment for year one together with estimates for years two to five. In year two the
expenditure for that year is fixed and a provisional estimate for years three to six is then included in
the budget. Capital budgets are only concerned with major expenditures and generally include the
available financing to cover the expenditure and the source of this financing.

The capital budgeting process requires the institution to plan long-term operations and to
express in financial terms the resources it will require to operate in the future. Thus, the capital
budget can help to identify potential funding needs and the early identification of needs can help
ensure that funding is available when it is needed. For example, it can be fiscally risky to finance
capital purchases out of normal operational revenues. Generally, it is more advisable to arrange for
the financing separately and then seek to service the repayment of that financing out of operating
revenues.

{3) The Cash Flow Forecast

The cash flow forecast seeks to transiate the contents of the operating budget and the
capital budget into receipts and payments. The main purpose of the cash budget is to indicate the
size and duration of cash deficits. If the institution does not have overdraft facilities or if facilities
are limited, then the cash flow forecast can identify periods of cash shortage. Such information is
essential so that decisions can be made to delay certain expenditures, or to advance revenues,
such that periods of cash deficits can be avoided or managed within the overdraft limits.

Clearly the need for the cash flow forecast will vary depending upon the nature of the
institution. An institution which operates as a government or para-statal entity probably has little
need for a cash flow forecast. However, an institution which is operating as a private enterprise
with its own bank account may have a critical need to forecast its receipts and payments and to
control them accordingly.

C. Cost Analysis and Control:

The identification, analysis and control of cost is a major component of financial
management. Decision making often requires the availability of cost data, and fully identifying and
assessing costs is a very difficult task. Costs can, and often will vary, depending on the decision
being mads. An understanding of the nature and behavior of cost is a pre-requisite to financial
analysis and decision making.

Cost data is used in many different types of decisions, for example:

pricing of services;

allocation of scarce resources to competing uses;
discontinuation of unprofitable activities;
investment in new resources;

diversification of activities.

O 0 00O

There are many ways of analyzing.costs, though in all cases, the ability to perform cost
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analyses depends on accurate accounting information. The accounting system of the institution
must be designed so that it is capable of producing information in a format which can be used for
cost-analysis based decision making. For example, if the institution is engaged in a number of
activities, the accounting system must be able to provide an analysis of costs for all activities being
undertaken