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Chapter 1

INTRODUCTION

BACKGROUND

This report presents conclusions and recommendations
resulting from Cotton & Company’s evaluation of the
contract between the United States Agency for Interna-
tional Development (A.I.D.) and Partners for Interr.a-
tional Education and Training (PIET). The contract is
managed by A.I.D.’s Office of International Training
(OIT). The services PIET provides pursuant to the con-
tract include placing, programming, managing, and provid-
ing field support services to fellows and associates
salected for the Thomas Jeffereon Fellowship (TJ¥) Pro-
gram, a programn to develop the human resources potential
of citizens of developinc countries. The evaluation
focused on two questione:

] Did PIET comply with the terms of the contract?

= Can the contract be improved?

The Foreign Assistance Act (FAA) of 1961, as amended,
contains the basic statutory authority for A.I.D.’s
Participant Training Program (PTP), administered by OIT.
The PTP, vith its U.5. training component--the TJF
program--is a vital elenant of U.S. foreign assistance
programse. The purpose of foreign assistance, as stated
by Congress, is:

...to assist the people of developing countries
in their efforts to acquire the knowledge and
resources essential to development and to build
the economic, political and social institutions
which will improve thie quality of their lives.

Participant training is the .auman resources development
component of a project that may also include technical
assistance and commodities procurement. It may also be
the entire activity of a project that trains foreign
nationals outside their home country to fulfill the host
country’s human resources development objectives.

A.I.D.’'s participant training administrative and program
policies, responsibilities, procedures, and reporting
requirements are promulgated in its Handbook 10.



Everyons associated with the PTP is required to
observe the policiese, procedures, and guidance
established by the FAA, Policy Determination No. 8,
and Handbook 10, Participant Training. This in-
cludes all A.I.D. bureaus, offices, and missions;
other Federal agencies; A.I.D. direct and host
government contractors and grantees; host government
ministries, embassies, and nther entities; and uni-
versities, organizations, &nd institutions responsi-
ble for selecting, placing, managing, and following
up on fellows and associates.

The majority of TJF Program participants are mid-level
professionale, already established in a career or occupa-
tion. The education and training they receive in the
United States is intended to provide them with greater
technical skills or a higher academic degree to better
meet the challenges of development in their own coun-
tries. Through their training in laboratories, offices,
agricultural, or industrial settings, they are expected
to use and become familiar with American methods, tech-
nologies, and equipment.

TJF Program participants can be placed in either long-
term academic programs or short-term technical training
programs. Long-term academic participants are now com-
monly referred to as TJF "fellows."” Participants placed
in short-term technical programs are referred to as
"associates."”

A component of the TJF Program implemented in 1987 is the
Entrepreneur’'s International (EI) Project--a business
exchange project. Developlng-world entrepreneurs are
selected for short-term (3 to 6 weeks) on-the-job train-
ing with U.S. businesses. EI participants are also
considered "associates.”

Short-term technical training generally consists of
institutional or observational programs, where assocliates
have the opportunity to learn about or observe first-hand
the operations of their American counterparts. These
brief technical programs are aleo providsd for top man-
agement, industrialists, educators, scientisto, and
public administrators.

Undergraduate degree programs have been largely restrict-
ed to countries with limited numbers of college graduates
capable of pureuing advanced degrees and to special
efforte to identify and train disadvantaged segments of
developing country populations.



The PTP is largely decentralized. A.I.D. missions and
regional and central bureaus initiate programs and pro-
jects that involve training, determine the parameters of
that training in concert with host governments, arrange
for the selaection of fellows and associates, and deter-
mine the mode of implementation. Almost two-thirds of
all fellows and associates are managed by entities under
direct contract to missions, bureaus, and host govern-
mente. In some cases, host government entities (e.g.,
embassies in Washington) manage fellows and associates
without a U.S. contractor.

OIT has central leadership and coordination reeponsi-
bility for the PTP. 1t develops, for A.I.D. clearance
and approval, policias and procedures that govern the
program and are incorporated in Handbook 10. On request,
OIT assists missions and host countries in developing and
managing participant training and maintains various
related services for all fellows and associates, such as
health and accident insurance and orientation.

PIET, OIT's primary contractor for managing the TJF
program, was formed in 1982, and is a consortium of four
nonprofit organizations: the African-American Institute
(ARI), America-Mideast Educational and Training Services
{AMIDEAST), World Learning Inc. (WLI), and The Asia
Foundation (TAF). Under contract to A.I.D., PIET admin-
isters U.S.-based education and training programs for
thousands of individuals. PIET is responsible for iden-
tifying or designing training programs to meet training
requests proposed by A.I.D. missions and host govern-
ments, placing individuals in these programs, disbursing
funds to the training institutions and to the fellows and
agsociates, monitoring the program of each fellow and
associate, and reporting to the A.I.D. missions and
appropriate home government sponsors.

PIET has carried out these activities for A.I.D. under
three separate contracts since 1922. The current con-
tract expires September 29, 1993. As of September 30,
1992, the cumulative obligations under the current con-
tract were §106,057,068 for PIET’s administrative costs
and pass-through participant costs for academic tuition
and technical program costs.

OBJECTIVES, BCOPE, The objectives of our evaluation were to (1) evaluate

AND METHODOLOGY and assess PIET's compliance with the contract scope of
work, (2) document progress to date and lessons learned,



and (3) develop recommerdations for improving TJF Program
management, as deemed appropriate. We evaluated the EI
component in the same manner as the academic and short-
term tailored aspects of the contract. A limited scope
financial review was also part of this evaluation.

To assess the extent to which PIET complied with the
terms of its conZract with A.I1.D., we reviowed the 3
general and 20 (pscific scope »f work requiremente. We
also studied the scope of work requirements in our evalu-
ation contract with A.I.D. to relate the required cover-
age of theso items to the specific areas of the PIET
contract. With both sets of requiremaents as a basis for
our evaluation. we reviewed the appropriate sections of
A.I.D.’'s Handbook 10 and developed our interview and
analysis approach to accomplish all evaluation objec-
tives.

To assess PIET’'s conformance with ite contract require-
monts and document its progress and lessons learned, we
reviewed PIET's operations manual and other selected
files and records; and we interviewed PIET, AAI,
AMIDEAST, WLI, and TAF personnel. We interviewed A.I.D.
officials and stafi at headquarterr and selected overseas
missions to gain better perspectives on TJF Program
activities and PIET's periormance.

We also interviewed former fellows and associates at
overseas locations (1) who had completed their program,
(2) who did not undertake their program as scheduled, or
(3) who terminated their program prior to completion. We
algo interviewed a small number of fellows and associates
who were in the United States pursuing their studies or
training. Our interviews included fellows and associates
involved in academic, short-term, observational study
tour, and EI programs. There interviews were structured
with the use of data collection instruments to obtain the
perspectives on the total experience of being a TJF
fellow or associate, including the relationship with PIET
and how PIET managed individual programs.

To perform our limited financial review, we met with the
Chief Financial Officer (CFO) of AAI (AAI is the managing
partner of the PIET consortium and performs certain
services on behalf of all PIET partners); interviewed
members of the CFO‘'s staff and reviewed pelected finan-
cial information; interviewed the PIET deputy executive
director; obtained and reviewed financial information
from AARI, AMIDEAST, TAF, and WLI; and met with A.I.D.



officials and A.I.D.’s Office of Financial Management
(FM) staff to obtain financial management information for
review and analysis.

We also reviewed an evaluation of the training support
services that PIET provided under its first of three
continuous contracts for A.I.D. for similar services.
This evaluation covered the first contract, which was for
the perlod September 30, 1982, and, with a 3-month exten-
sion, ended December 31, 1985. An A.I.D. concractor
performed this evaluation and issued its report in Octo-
ber 1986.

Our kvaluacion wae conducted from October 1992 through
March 1993 and was performed in accordance with generally
accepted Government auditing standards applicable to
performance evaluations.' Our work was performed at
A.I.D. headquarters in Arlington, Virginia; PIET’s and
AMIDEAST's offices in Washington, DC; AAl’'s headquarters
in New York, New York; srd A.I.D. missions in the Domini-
can Republic, Indonesia, and Tanzania,

Our limited financial review was not intended or designed
to be an audit and was not performed for the purpose of
rendering an opinion on the fairness of presentation of
any financial or accounting information reported by PIET
or on PIET's compliance with applicable cost principles.
Accordingly, we express no opinion on the fairness of
presentation or compliance with applicable cost princi-
ples of any PIET financial or accounting information.

The evaluation was also neither intended nor designed to
produce "statistically valid" or "clinical" results
pertaining to the quality of the training programmed and
provided. Many aspects of programming, placing, and
monjitoring are beyond PIET's direct control. The selec-
tion of countries to be visited by us was made by OIT,
and the selection of fellows and associates to be inter-
viewed, while intended to produce representative results,
wae not random and thus not intended to yield statisti-
cally valid conclusions.

BCOPE LIMITATIONS As part of our limited financial review, we attempted to
aspsess the reasonableness of PIET employee annual salary
increases by comparing actual average annual salary

' u.s. General Accounting Office, Government Auditing Standards: Standards for
Audit of Governmental Organizations, Programs, Activities, and Functions (1988
Revision), Chapters 6 and 7.



increases with PIET's proposed average annual galary
incresses. Three of the four PIET partners cooperated
fully in this analysis by providing requested payroll
data. The fourth partner, TAF, resfused to send us this
information and instead told us that we would na2ed to
travel to their San PFrancisco offices to review this
information. As & result, we could not determine if
TAF’s annual smalary increases were consistent with itse

proposal.

Another planned element of our limited financial review
was a comparison of PIET’s costs, workload, and levels of
effort. Although the contract requires PIET to report
levels of effort expended in each 6-month period by "main
project/contract activities,"” PIET's level-of-effort
reports did not segregate levels of effort for direct
employees and for "buy-ins" or "partially financed aca-
demic participants.”

Similarly, the contract requires separate reporting of
coste for buy-ins and partially financed academic fel-
lows, but PIET did not accumulate these costs separately.
The Request for Proposals (RFP) that preceded the PIET
contract did not contain information regarding projected
placements, projected person-months of training, and
other workload projections that can be used as baselines
against which to measure cost and level-of-effort perfor-
mance. For all of these reasons, we could not perform
meaningful comparisons of b 'jeted or projected and
actual costs, workload, or levels of effort.

As described on pages 53 through 56 of this report, PIET
did not retain complete records of fellows’ and
associaten’ programs from time of assignment through
completion of training as required by the contract. As a
result, we could not fully evaluate some contract re-
quirements, including certain aspects of program develop-
ment and selection, monitoring and counseling, and train-
ing program evaluations.

The remainder of this report is organized as follows:

Chapter 2 is an executive overview summarizing the cont-
ractor’s positive accomplishments and cur evaluation
conclusions regarding areas for contract improvements and
the contractor’s compliance witn contract requirementsa.



Chapter 3 presents our detailed evaluation concluzions
and recommendations for improving the contract.

Chapter 4 presents our conclusions and recommendations
pertaining to the degree to which the contractor met
spaecific and general contract requirements.

Chapter 5 contains our report on internal controls and
compliance as required by generally accepted Government
auditing standards.

Chapter 6 summarizes the views of OIT and PIET officials
based on their review of a draft of this report and
attendance at briefings on the evaluation results.

Chapter 7 is a brief summary of issues that warrant
further study, but that were not addressed specifically
by our other evaluation recommendations.

Appendix A lists recommendations presented throughout the
report. We have summarized these recommendations to
agaiet OIT in studying and implamenting thin,

Appendix B contains responnes to 14 general questions
that OIT asked us to address during the evaluation.
These queations are also answered in Chapters 3 and 4.
We have summarized these responses for OIT's ease of
analysis.

Appendix C contains PIET's written comments on the draft
evaluation report.

Appendix D liste the major contributors to this evalua-
tion report.



Chapter 2

BUMMARY OF BIGNIFICANT CONCLUBIONS

Our evaluatien yielded 16 conclusions and recommendations
related to waye in which OIT can improve the TJF Program.
Most. of thasa recommendations focus on the contractual
machaniem used to oversre and control the contract for
placing, programmirg, managing, and providing field
support vervices for TJF Program participants. These
conclunions and recommendations are not intended to
reflect negatively on PIET's performance.

The evsluation also yielded 8 conclusions and rocommenda-
tions related to PIET’s compliance with the specific
terms of the contract with OIT.

We also identified 5 issues related to potential TJF
rrogram iriprovements that we recommend OIT study further.

On balance, we concluded that PIET has made noteworthy
accomplishments, but :10om for improvement existe.

L oo -

NOTEWORTHY
ACCOMPLISHMENTS

We generally concluded that PIET performs a difficult
and complex array of services in a very competent man-
ner.

Many factors make the TJF Program difficult to manage
effectively and efficiently. TJF Program fellows and
associates possess a wide variety of languages, cultures,
and individual and interpersonal needs.

The A.I.D. missions are PIET's "customers" and are pro-
vided services through OIT and in conformity with
A.I.D.’s Handbook 10. Each mission has been given con-
giderable autonomy under the PTP’s current nanagement
structure. PIET muot not only maintain ongoing relation-
ships with mission personnal on a long-distance basis,
but must aleo adapt readily to each mismion’s autonomous
decisionmaking processes and varying skills, axperiences,
and abilities of key mission personnel.

2 A1l conclusions in this Chapter and in the balance of the report are qualified
because of the scope limitations discussed in the preceding Chapter. Had these scope
limitations not existed, other matters might have come to our attention that would
have caused us to reach different conclusions.
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PIET personnel must also coordinate with hundreds of
different training providers within the United States.
This coordination includes both the initial prog.am
design and placement processes and the ongoing in-process
academic and technical monitoring needed to track indi-
vidual progress, solve problems, and kaeep missions and
OIT well-informed about the status of TJF Program fellows
and associates.

The number and types of problems that TJF Program fellows
and associates encounter range from routine academic or
scheduling complications to traumatic personal crises.
For many fellows and associates, the PIET eoducational and
training advisor (ETA) is the primary U.S. source for
aspsistance. Responding effectively to these needs (and,
in some cav«s, demands) requires interpersonal and diplo-
matic skilis that are impossible to define in a contract
statement of work.

We noted several examples of PIET'’s positive performance.
The following cape is illustrative of the caring and
concern exhibited by many PIET personnel.

Mrs. E. R. of the Dominican Republic came to the
United States in January 1990 to study at the Uni-
versity Of New Nexico and, hopefully, earn a Nasters
degree in Bducation Administration and Supervision.
S8eventeen days before sho was scheduled to complete
her 2-year program, she Ioarned that her husband and
infant son had been killed in an accident. Her PIET
advisor gave her omotional support to help her cope
with this traumatic event and heiped her conclude
that this personal traged} sliould not keep her from
completing her programns. After returning home for
her husland’s and son’s funerals, she completed her
program as scheduled.

Compassion and the extra effort required to support TJF

program fellows and asscciates are not erpress contract

requirements, but are probably the true measures of suc-
cessful performance.

While we euncountered some complaints about PIET’s perfor-
mance in carrying out these ccmplex and varied functionu,
and suggestions were offered for improving PIET's perfor-
mance, the preponderance of feedback from OIT personnel,
miesion pereonnel, and TJF Program fellows and associates
was positive.



AREAS FOR CONTRACT
IMPROVEMENT

Our avaluation’s scope did not include compilation of
empirical or quantitative data with which to objectively
compare PIET‘s performance with that of other contractors
carrying out similar tasks. Qualitative and subjective
feedback from most interviewees, however, indicated that
PIET is perceived as doing a better jcb than other con-
tractors.

Our focus on ways to structure and manage the tasks of
placing, programming, wmanaging, and providing field
support services more effectively disclosed several areas
for improvement.

Contractor-0IT Coordination Can Be Improved and Contract
Control Can Be Strengthened. The: potential for contract
management problems is created by the combination of (1)
less~-than-clear contractor oversight designatioun; (2) the
considerable length of time that PIET has been performing
its functions; and (3) the broad contract oscope of ser-
vices and requesto made of PIET by various A.I.D. organi-
zatione and personnel.

We recommend that OIT more clearly define the services it
wants its contractor to perform, prohibit the contractor
from performing work outside this scope without contract-
ing officer approval, and include contract provisions for
performing additional tasks. Further, we recommend that
the new contract incorporate a designated contracting
officer’'s technical representative to provide all techni-
cal direction in writing before any work not clearly
within the contract’s core services is started.

Participant. Monitoring and Feedback to Missions Can Be
Improved. We noted an instance of PIET's untimely noti-
fication of a program’s problem leading to the need for
an extension. We also noted some instances in which the
required Academic Enrollment and Term Report (AETR),
which is the primary link the missions have with a
fellow’'s academic progress, was filed late and was incom-
plete.

We recommend expanded contract language to place greater
emphasie on the importance of timely, complete, and
detailed monitoring feedback and timely notification of
the possibility of program extensions. OIT can aseist by
revising the AETR to make completion of all fields manda-
tory and allow more room for academic advisor and con-
tractor comments.

10



The Country-Development Proqram Purpose Needs Greater

Emphasis. Yew of the fellows and asrociates interviewed
for our avaluation conveyed a clear understanding that
the TJF Program’s primary purposes relate to country
development rather than individual development and of how
their individual programs support this primary objective.
This apparent lack of clarity can undermine the program’s
longer-range objectives.

We recommend that OIT revise the new contract and Hand-
book 10 to stress the importance of making fellows and
associates aware of the TJF Program’s country development
purposes and how each individual program supports these
purpbses. This would enable the contractor to place
appropriate emphasis on the relationship between an
individual‘’s program and the development of his or her
country.

OIT's Contractor S8hould Maintain Mo.e Detailed Cost
Accounting Information. PIET’s accounting system does
not accumulate separately all labor time, labor costas,
and other costs directly identifiable with long-term,
short-term, and EI placement activities. This precludes
a detailed cost accouniing allocation of total costs to
each of the three major basic activities. As a result,
OIT cannot track actual costs for particular services,
and OIT cannot assess the related costs and benefits of
each actlvity.

We recommend that OIT incorporate a requirement into the
new contract that the contractor have in place and func-
tioning a cost accounting system that accumulates, segre-
gates, and reports the costs of long-term, short-term,
and EI program management and the costs of other services
requested through a delivery order mechanism.

Procureument Inteqrity Concerns Should Be Addressed. We
noted instarces in which individual participants or the
mission preselacted the schools or programs to which an
individual would be sent. In these cases, PIET's pro-
gramming knowledge and skills were not fully utilized.

We recommend that placement specialiots assess alterna-
tive training providers or academic institutions even
when missions have preselected providers. This will

(1) ensure that the best and must cost-effective choices
are made, and (2) serve am a control to protect against
improper or even illegal provider selection decisions
made by mission personnel or in-country project person-
nel.

11



We make three other recommendations tc strengthen the
placement process:

. The contractor should completely document the basis
for selecting and recommending every program.

s The new contract should specify clearly and unequiv-
ocally that the contractor will not program any
services to be performed by itself or by organiza-
tions with which 3L (s affiliated.

L] Placement specialists should have and routinely use
each country’s Country Development Strategy State-
ment, Country Training Plan, and other project-spe-
cific planning papers in developing participant
progranms.

OIT Should Consider Transferring Full Accounting for Each
Program to the Contractor. We found that PIET accounts
for program costs that it disburzes and A.I.D.’s Office
of Financial Management accounts for those program costs
and additional costs not disbursed by PIET. As a result
of this plus other problems with A.I.D.'s master disburs-
ing account, it ie difficult to compare committed and
expend=2d amounts.

We recommend that OIT require its contractor to maintain
an accurate, complete, and current record of each
fellow’s or associate’s actual total cost of training.

Participant Arrivals and Orientation Should Receive
Greater Emphasis. A.I.D.’s Handbook 10 states that it is
A.I.D.’s policy that participants “e met on arrival in
the U.S. whenever feasible and that they attend appropri-
ate orientation programs. Some interviewees said that
they had not been met upon arrival in the U.S. and had
not participated in any type of orientation before com-
mencing their programs. We concluded that both of these
services are valuable and can have a significant impact
on the ultimate success or failure of a person’s training
or schooling.

To assure that missions understand these to be mandatory
requirements, we recommend that OIT clarify the require-
ment for fellows and associates to be met on arrival in
the U.5. and the requirement to attend appropriate orien-
tation.

12



CONTRACT
COMPLIANCE

e tract’ v tion Provisions Need to Be Enhanced.

PIET's provisions for evaluating training programs appear
to be unnecessarily complex and lengthy. For example,
the Group Technical Questionnaire used by P1ET to evalu-
ate shori-term technical training programs is 22 pages
long and containe 136 questions. The evaluation instru-
ment for long-term training is similar in length and
complexity. A simplified questionnaire might provide a
more manageable mcans of assessing the quality of train-
ing and academic programe in a more timely manner.

We recommend that OIT analyze the costs and benefits of
the current evaluation procedures and define more clearly
ites evaluation objectives. If appropriate, OIT should
design a more streamlined evaluation process. We further
recommend that OIT specify exact evaluation results
distribution to include each fellow’s or associate’s
mission. Also, we recommend that OIT design a l~page
questionnaire to obtain fellow and associate comments
regarding contractor performance.

Except as described in the following paragraph, we
concluded that PIET complied, in all material respects,
with the terms of the contract.

PIET Has Not Complied With the Contract’s Accounting and
Reporting Requirements. The contract has several provi-
sions epecifically atating that separate cost and level
of effort accounting and reporting are required for buy-
ins and managing "partially financed academic partic-
ipants."” PIET apparently made no accounting system
provisions that would allow the accumulation of costs
incurred for individual buy-ina, buy-ins in total, or the
partially financed academic fellows. PIET’'e failure to
comply with these significant contract requirements
reflecte a serious lack of cost control. As a result of
this material noncompliance, it is not possible to deter-
mine if PIET has conformed to individual buy-in budgets
or if its costs are in line with its non-buy-in budgets.
Similarly, we could not evaluate the ef‘iciency of the
contractor’s contract operations vigs-a-vis the contract’s
budget. The lack of strict budgetary controls over the
contractor creates an environment conducive to spending
abuse.

We recommend that OIT ask the contracting officer to have
a financial and compliance audit of the latest fiscal
year of the PIET contract performed and expand the audit
to prior years based on the initial audit results.

13



In addition to the above area of material noncompliance,
we noted several other instances of noncompliance that
rarrant OIT's attention and prompt corrective action.
These less significant noncompliance instances follow.

Unauthorizod Communications Recularly Occur. PIET vio-
lates the contract’s communications requirements regular-
ly and with OIT's knowledge. Both PIET and OIT agree
that adhering to these communications requirements would
inhibit the contractor’s capabilities 1o carry out its
required tasks.

We recommend that OIT define specific policies and proce-
dures differentiating official and routine communications
and permit the contractor to make routine mission commu-
nications without routing them through OIT, which is now
a contract requirement.

We Could Not Conclude that PIET is Complying with the
Contract’s HB Placement Requirements. The contract
establishes an advance understanding that not less than
10 percent of the placements will be in programs offered
by an HBCU. PIET has not interpreted its contract to
require HBCU placement to be measured in person-months.
Hence, PIET counts a one-day HBCU campus tour by three
participants as three HBCU placements.

We recommend that OIT require its contractor to assure
that at least one HBCU-provided program or alternative
program is offered for every participant unlese no HBCU
program exists to meet program requirements. Placement
specialists should clearly document instances when an
appropriate HBCU placement does not exisl: and has not
been offered.

We also found several errors in PIET's participant data
base and reports on HBCU placements.

We recommend that OIT require PIET to establish data
guality control procedures to correct erroneous existing
data and prevent future data and reporting errors.

Recordkeeping Can Be Improved. PIET has not always
maintained complete records on each program from assign-
ment through training completion. For this reason, it is
not possible to fully evaluate PIET's performance in
important areas, such as HBCU placement and placements in

3 Hiestorically Black Colleges and Universities.
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the most appropriate and cost-effective academic and
technical programs.

We recommend that OIT's new contract require the contrac-
tor to assemble and maintein an official file on each
fellow and associate. This file should contain a full
and complete record of all programming matters; communi-
cations (verbal and written); personal contacto; and
monitoring, counseling, and evaluation efforts and re-
sults.

Managemunt Information Bystem Problems Exist. We noted

that PIET’s and OIT’'s data bases are not entirely compat-
ible, and OIT does not have direct access to PIET's
system, as required in the contract. PIET's apparent
failure to maintain an accurate data base and transfer
accurate data to OIT impairs the usefulness of the Par-
ticipant Training Information System (PTIS) for program
management and decisionmaking.

We recommend that OIT require its contractor to designate
a management information system specialist to promptly
resolve data transfer and accuracy problems and design
and implement a data quality control process to periodi-
cally check data samples against sosurce documents for
accuracy. We also recommend that the contractor be
required to periodically provide OIT with a copy of its
entire data base so that OIT can assess its accuracy.

We Could Not Conclude That PIET Complieod With the Con-
tract’s Personnel Compensation Requirements. To assess
the reasonableness of PIET'’s salary increases during the
contract, we measured individual salary increases of
three PIET partners (AARI, AMIDEAST, and WLI) for Septem-
ber 1989, 1990, 1991, and 1992; (the fourth partner, TAF,
did not provide the requested information). We noted
higher-than-proposed salary increases, but our analysis
is not conclusive proof that PIET'’s salary increases evi-
dence defective pricing or were =iusive in magnitude.

We recommend that OIT include a measurable and enforce-
able cost control provision in its new contract and
exercise greater ongoing contractor oversight to ensure
that the cost-reimbursable contract is not abused. We
also recommend that OIT ask the procuring contracting
officer to conduct a preaward audit of OIT's new con-
tractor to assure that proposed costs, including proposed
salary increases and other escalation factors, are sup-
ported by historical data.
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INTERNAL CONTROLS

We also noted that PIET claimed costs in excess of the
contract’s FS5-1 salary ceiling and did not make timely
adjustments to correct these unallowable cost mischarges.
Furthar, when the corraecting adjustments were made, they
did not treat these vnallowable costs properly under
applicable cost principles.

We recommend that OIT require PIET to verify that the FS-
1 salary ceiling has been complied with for all monthe of
the contract.

In planning and performing our evaluation of the contract
between A.I.D. and PIET, we assessed the contractor’e
internal control structure to the extent deemed necassary
to plan and conduct the evaluation and form conclusions
related to the evaluation objectives and not to provide
assurance on the internal control structure.

We noted certain matters involving the internal control
Btructure and its operation that we consider to be re-
portable conditions. These reportable conditions are as
follows:

(1) The contractor needs to strengthen its control
procedures designed to ensure that no activi-
ties except those expressly called for under
the contract are performed without prior OIT
approval.

(2) The contractor needs to improve its cost ac-
counting procedures to enable it to make a more
precise determinaticn of the core services
costs of particular activities.

(3) The contractor needs to strengthen its control
procedures related to selecting and documenting
the selection of training providers to ensure
that programs recommended to missionn are the
moet appropriate and cost effective programe
avajlable and that no conflicts of interest
affect these recommendations.

(4) The contractor needs to improve its record
keeping and record retention procedures for
documenting the programming, placement, and
management of fellows and associates.
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ISBUEB NEEDING
FURTHER BTUDY

(5) The contractor needs to strengthen ite controls
over the accuracy of participant data compiled
and transferred to OIT’'s PTIS,

(6) The contractor needs to strengthen its proce-
dures for obtaining an accurate status of TJF
Program fallows’ jprogress (particularly with
respect to the potential need for program ex-
tensions) and roporting thie information in a
timely and thorough manner to missions.

In our opinion, the conditions described in items 1
through 5 above are matarial weaknesses.
|

The focus of our evaluation was on the contract between
O1T and PIET. 1In performing the evaluation, we noted
certain matters related to TJF Program improvement that
did not pertain specifically to the contract. We recom-
mend that OIT consider performing further analysis in
these areas.

Consultation With A.I.D.’s Office of Procurement. Chap-
ters 3 and 4 contain numerous recommendations related to
adding specific provisions to future OIT contracts for
TJF Program support.

We recommend that OIT consult with A.I.D.’s Office of
Procurement to determine how these recommendations can be
incorporated into future contracts and other ways to
strengthen OIT’'s ability to manage and control the con-
tractor.

Handbook 10 Revisions. OIT is in the process of re~-writ-
ing and updating Handbook 10.

To the extent OIT concurs with this report’s conclusions,
we recommend that OIT take steps to assure that the
revised Handbook 10 incorporates this report’s recommen-
dations wherever appropriate.

Evaluation of Competing Contracts. The perception exists
that use of Lhe PIET contract may be more costly to
missions than use of other contracts.

We recommend that OIT conduct reviewas of a sample of
mission-direct contracts to determine (1) how the types
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and levels of service provided under these other con-
tracts compare with the type and level of services pro-
vided by PIET, and (2) how the costs of these other
contracts compare with tha cost of the PIET contract. 1In
addition, a caraefully designed survey questionnaire sent
to mission training officers will provide a means of
assessing the comparative benefite, costs, and quality of
the universe of contractors providing services directly
to missions.

an’ ou hance a The
m ou ted. Several interviewees ex-
pressed the belief that the TJF Program is one of the
United States’ most successful and cost-effective foreign
aid programs. Little appears to be known, however, about
the program by the general population either in the U.S.
or abroad.

We recommend that OIT consider developing a public rela-
tions campaign designed to publicize and promote the TJF
Program and explore ways to expand its non-governmental
suppocrt.

Press Releases Will Support Several TJF Proqram Objec-
tives. Our recommendations regarding program promotion
and enhancement and assuring that particinants understand
clearly the program’s country development objectives will
also be supported by preparation of press releases de-
scribing each participant and his or her program. This
will also support OIT'n in-country follow-up objectives.

We recommend that OIT consider requiring its contractor
to draft and distribute press releases at the commence-
ment and completion of each participant’s program as a
routine part of ite management of each fellow’'s and asso-
ciate’s program.
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Chapter 3

AREAS FOR CONTRACT IKPROVEHBNT

CONTRACTOR~OIT
COORDINATION CAN

BE IMPROVED AND
CONTRACT CONTROL
CAN BE BTRENGTHENED

OIT is in the process of structuring its competitive
procurement for the continuation of the work presently
being performed by PIET. As part of our evaluation
process, we consulted with OIT managers on our prelimi-
nary suggestions for ways to improve the contract and
contracting relationship. OIT ant!cipates awarding
multiple contracts with base and option periods to main-
tain program management flexibility ¢nd promote competi-
tion among contractors, thereby improving the quality of
services provided.

Our conclusions regarding and recommendations for con-
tract improvement are in this chapter.

The relationship between OIT and PIET is a professional

and cordial one. PIET has been performing its functions
for more than 10 years and has gained the respect of OIT
personnel. PIET is often viewed as "part of the OIT

family," rather than as a contractor that must be closely
monitored and controlled.

The current contract specifies that "performance of the
work hereunder shall be subject to the technicazl direc-
tions of the cognizant A.I.D. Project Officer." The
contract also states, however, that "the Contractor will
work under the general policy direction of the Office of
International Training."” Finally, another contract
provision states that "the Contractor will work...under
the guidance and supervision of the OIT project manager
and other designated OIT senior staff.” Although these
thraoe provisions are not necessarily incompatible, we
think that the combination of (1) the less-than-clear
contractor oversight designation; (2) the length of time
that PIET has been performing its functions; and (3) the
broad scope of mervices contained in the contract and the
requests made of PIET by 2.1.D. organizations other than
OIT creates the potential for contract .nanagement prob-
lems.

In attempting to be responsive to OIT, PIET communicates
with and responds to requests for information from vari-
ous A.I.D. personnel and performs work not precisely

defined in its contract. For example, PIET periodically
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provides the .I.D. Latin America and the Caribbean (LAC)
Bureau and LAC missions with reports on the Historically
Black Cclleges and Universities (HBCU) content of pro-
grams. These reports--"several hundreds of pages long"--
are not specified as deliverables in the contract. The
point is not that these reports should not have been
preparad and deliverad, but rather that this extra work
should have been requested through OIT’s project officer
or project manager either through a contract modification
or as a special task.

Under the Federal Acquisition Regulation, only a war-
ranted contracting officer has the authority to approve
changes to a Government contract. [FAR 1.602] Sound
business and contracting practices dictate that, to avoid
disputes or the need for frequent contract changes, tech-
nical direction over a contractor should be focused in a
single designated individual, and contract statements of
work should define clearly the work to be performed.

In a related way, the current contract’s statement of
work provides the contractor with wide latitude to incur
costse in certain areas.

Three examples illuatrate the cost-control concerns this
latitude affords. First, the contract states that "the
contractor will participate in OIT-supported activities
such as...meetings and conferences of training and educa-
tional organizations...." PIET's deputy executive direc-
tor recently attended such a conference in Florida.
Althoujh she informed OIT’'s acting project officer of
thie trip, she did not seek or obtain epecific approval
to incur costs for this purpose. Second, PIET recently
decided to expand its office space. PIET did not consult
with OIT as to the type, location, or cost of space it
obtained, nor did PIET seek specific approval to incur
these additional costs. Third, PIET recently informed us
that it has hired a new management information systems
(MIS) opecialist and is planning to hire a full time
financial manager for the contract. Although these two
positions were not included in PIET’s contract budget and
are not specifically called for by the contract, PIET did
not seek or obtain OIT approval to add these new person-
nel.

Our point is not that the deputy executive director
should not have attended the conference, or that new
space should not have been obtained, or that an MIS
specialist and financial manager are not needed. Rather,
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these examples point out that such non-routine or "dis-
cretionary" instances of incurring costs can circumvent
OIT’'s ability to control contract costs and should re-
quire specific, written OIT management approval. Con-
trols over contractor parsonnel incurring travel and
conference costs should be at least as stringent as the
agency’s controle over Government pereonnel incurring
such costs. OIT should have input into space expansion
decisions that will result in substantial additional
contract costs. OIT should also be consulted before new
administrative staff are added to the contract so that
the cost impact and cost implications vis-a-vis the fact
that these new functions may conflict with the existing
indirect cost structure can be assessed.

The contract requires project officer approval to pur-
chase nonexpendable equipment with a unit price greater
than $500. The contract’s budget for nonexpendable
equipment is only $118,354. 1In contrast, the contract
requires no approvals for "other direct costs.” The
contract’s budget for other direct costs is $2,978,010.

RECOMMENDATION
NUMBER 1

Better control over contructor performance and costs

can be attained by (1) narrowly defining the core ser-
vices OIT wants its contractor to perforam, (2) strictly
prohibiting the contractor from performing work outside
this basic scope without contracting officer approval,
and (3) including contractual provisions for discrete and
well-defined additional tasks.

A well- and narrowly defined core scope of oervices will
focus contractor attention on essential program manage-
ment ispues and prevent a contractor from performing work
outside OIf's management control. A delivery-ordering
provision will enable OIT and other A.I.D. units to
undertake specific scudies and program development pro-
jects that OIT deemo essential to overall TJF Program im-
provements.

Contractual provisions for additional tasks will enable
OIT to respond more quickly to program policy changes and
take advantage of opportunitien for program management
improvements. For example, many of the recommendations
for TJF program improvementos collected during the Novem-
ber 1992 conference in Annapolis will remain unimple-
mented solely because of OIT’'s limited staff resources.
Many of these racommendations could be implemented as
tasks aseigned to an OIT contractor.
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Another adverse congsequence of the broadly-defined scope
of services and relaxed control over the contractor is
the perception that use of the PIET contract is costly to
missions. The full cost of tha PIET contract is passed
on to missions via "administrative fees."” Thesae fees are
computed by periodically dividing PIET’s total costs
incurred by the number of person-months utilized. The
resulting monthly fee is then added to future Project
Implementation Order/Participants (PIO/P) budgets based
on the anticipated number of person months the PIO/P will
cover. To the extent that the numerator used in this fee
calculation contains costos for other than the baseline or
core servicas, the cost of using PIET is greater than
what the cost of another contractor would be.

If OIT is to compete successfully in uBing its central-
ized contractor versus mission-direct contracts, it needs
to limit what it charges missions for these services to
only the cost of the core services of programming,
placing, monitoring, and evaluating. Several mission
personnel we interviewed stated that they think PIET does
a better job than some of their other contractors. If
this perception is representative, and if OIT can demon-
strate that the cost of the centralized contractor is, in
reality, comparable to the coet of direct contractors,
then use of the centralized contractor will increase.

RECOMMENDATION
NUMBER 2

We recommend that OIT’c new contract incorporate a
designated *"contracting officer’s technical representa-
tive®* (COTR). All technical direction to the contractor
should come from this single individual and should be
conveyed in writing and prior to any work beyond tho
contract’s core services ias commenced. The contract
should specify that the contractor is to take brgsic
eontract technical direction only from the designated
COTR and only when such uirection is in writing.

The contract can apecify that technical direction under
specific task orders can be delegated by the COTR to a
"technical monitor" or "delivery order COTR." Technical
monitore/delivery order COTRs for mission-requested tasks
can be personnel within the missions, thereby allowing
missions to manage closaly and maintain control over the
work being done for them.

An important added benefit of restructuring the contract
to specify narrowly-defined core services, but with

provisions for OIT access to a broad range of additional
services, will be improved utility of the contract. OIT
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has sseentially "privatized" important elements of a key
program’s management. With the resulting reductions in
OiIT personnel resources (reduced positions authorized),
prudent management dictates that OIT personnel confine
their activities to only those that are "inherently
governmental"™ while having its contractors perform as
many non-inherently governmental functions as possible.

By adopting this management philopsophy and structuring
the new contract to support this concept, OIT would be
able to more effectively manage the TJF Program through
the concractor. For example, following are potential
projects (many were suygested by attendees at the Novem-
ber 1932 Annapolis training officers and contractors
conference) that OIT could direct its contractor to
propose budgets for and, upon OIT approval and under OIT
direct oversight, carry out.

. Design and conduct formal training programs for
mission project officers or training officers.

] Prepare a directory for mission personnel of
services that OIT performs or can perform.

. Develop an orientation package, brochure, or
pamphlet to assist new training officers.

] Produce a video orientation program for new
training officers.

. Maintain a cle.ringhouse of ideaa, quesiions,
and answers that various training officers can
contribute to and access.

. Publish a newsletter containing TJF Program
information, ideas, and success estories.

. Perform all required tax-return preparation and
filing work on behalf of TJF Program fellows
and associates.

(] Plan and conduct regional workshops or confer-
ences for training officers or project offi-
cers.

a Design and carry out special studies in par-

ticular initiative areas that OIT management
thinks are important, such as HBCU participa-
tion or Women in Development (WID).
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MONITORING AND
FEEDBACK TO
MISBIONS CAN BE
CMPROVED

. Conduct other specia! studies such as an analy-
sis of participant computer usage and needs
leading to recommendations for updating OIT’s
computer purchase policies,

s Devalcp and implement projects to support mis-
sion fcllow-up efforts, such as the regular
distribution of "aged returned participant re-
ports” or develop guidelines for planning and
conducting TJF fellow and associate reunions.

. Develop and document case studias on successful
programs or succensful fellowe or associates to
be used to publicize and prouote the TJF Pro-
gram.

] Undertake special evaluations using the PTIS to
compile data on successful fellows and associ-
ates, track trends by country or mission, and
then study the attributes of the most (or
least) successful missions to enable other
missions to emulate the successful missions and
avoid the mistakes of the unsuccessful mis-
sions.

L] Design and implement public relations and pro-
motional campaigns to enhance the image and
reputation of the TJF Program in the U.S. and
in foreign countries.

Stated differently, OIT personnel should confine their
efforts to only high-level program direction and manace-
ment and have OIT'’s contractors carry out both the core
program functions and special projects under OIT over-
sight.

A carefully written and closely managed contract will
enable this to be accomplished.

Monitoring of TJF fellows and associates by missions is
difficult for many reasons, including the long distances
and communications complexities involved. Hence,

missions rely heavily on the efforts of PIET’'s ETAs to
ensure that academic and training programs proceed
smoothly and as scheduled.

According to Handbook 10, "...the purpose of the monitor-
ing activity is to assure that...the program of training
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arranged meets the requirements of the A.I.D. mis-
sion,...adequate levels of achievement are being
met,...(and) there are no serious personal or health
problums which will impair the successful completion of
the program."

The AETR is the principal means of providing feedback to
missions regarding each fellow’s academic progress.

PIET’s contract requires PIET to "develop mechanisms,
including site visite to the campus or training institu-
tion, for keeping in touch with and monitoring the prog-
ress of individual participants...." PIET is also re-
quired to "...insure that A.I.D. Missions and hest coun-
tries, through OIT, are advised and informed of the
progress and performance (including grade reports) of
each academic and technical participant. The AETR must
be completed for each academic and some technical partic-
ipante at the conclusion of each semester or term and
forwarded to the Mission."” Finally, PIET is alsoc re-
quired to "...request approval from A.I.D. Missions and
host countries for any needed extensions at the earliest
possible date." [emphasis added]

This last requirement is of crucial importance. Untimely
requests for extensions place miesions in awkward deci-
sionmaking positions and can result in significanc
amounts of money being expended before missions have the
opportunity to :nitiate corrective actions.

Tre case of Mr. N. B. of Indonesia illustrates both the
complexities involved in the monitoring and feedback
process and the misunderstandings that can result from
untimely or incomplete feedback to the missions,

Mr. N. B. began his Ph.D. program in Chenmistry at a
U.8. university in Auqgust 1991. His "Proposed Aca-
demic and Profeasional Development Program® (pre-
pared by the university) states that "...a thirty-
seven (37) month program is projocted with the
degree Ph.D. in Chemigstry awarded upon succeasful
coapietion of the program.” The proponed program
also states that "at the present time, there is no
expectation that the program will neod to bo extend-
ed beyond thirty-aeven (37) months. It im posaible,
but unlikely, that the desired degree can be
achieved in lesa than thirty-seven (37) months. 1n
that case the program will be shortened and the bud-
get reduced to reflect the shorter time frame.” The
propoased program mays that a "...complete evaluation
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of training and skills will be undertaken...prior to
enrollment for the Fall 1991 semasnter.” It refers
to a requirement to take the "GRE examination” in
the rall of 1991, and a "dissertation” and *success-—
ful response to comprehensive examinations® prior tc
receiving the degroe. fthe proposed program also
describes an "eovaluation of progress and academic
development® to take place prior to coapletion oy
the first year and "...at the end of the secound year
and prior to the thirteen montha of the progranm
[Bic].* The proposed program makes no mention of
any reguirements to take and pass "cumulative examn*®
to remain in the Ph.D. progran.

PIET cabled a Training Ioplementation Plan (TIP) to
the mission in July 1991 advising it of the planned
37-month program and stating that *...costs for the
thirty seven month program through September 15,
1994 will be dols 59,510 to cover tuition, fees,
books, and living allovance.®” The "confirming
cable” from A.I.D. in CGctober 1991 also states
clearly that the prcgram is expected to take 37
months.

Based on ali of the above information transmitted to
the mission, we think that the mission’s t:aining
officer had every righkt to expect the program to
take 37 months.

(PIET personnel indicated that it is generally known
that Ph.D. programs normally * “e longer to com-
plete; they program fellows optimistically because
of Handbook 10’s 3-year limit for Ph.D. programs,
and they assumed that the mission understood this.)

In October 1992, PIET menti the nission three AETRA.
The first was for the August-December 1991 academic
term, but was signed by the fellow on June 25, 1992.
The AETR roports a cumulative GPA of 3.000. The
academic advisor‘’s co=monts, dated June 26, 1992,
were: "[Mr. N. B.] has made a oucreissful start on
his Ph.D. research. He ia currently synthesixing
precursors for a catalytic study.” The PIKT ETA's
comments wore: *"[Mr. N. B.] im pottling into [the
univergity]. He pseems to foel overwholmod at times
with the volume of work. He ham had a successful
start in his program.® The block labelled *"Est.
Date of Degree Completion® has no entry.

26



The next AETR couvered the January-April 1992 term,
was also signes’ by the fellow on June 25, 1992, and
also reports a cumulative GPA of 3.000. The academ-
1lc advimor’s comasents, again dated June 26, 1992,
vere, once again: "[Mr. N. B.] has made a successful
start on his Ph.D. rosearch. He is currently syn-
thesixing precursors for a catalytic otudy.® The
PIET ETA’s comments were: "[Hr. N. B.] continues to
do well in his work. [Dr. H.], his Acadenic Advi-
sor, has been very pleased with his lab work.* The
block labelled *Est. Date of Degree Completion,”
again, has no entry.

The third AETR covered the May-Auguast 1992 torm, was
signed by the fellow on Beptember 28, 1992, and
reports a cunmulative GPA of 3.0075. The academic
advisor made no comments, but signed the report on
S8eptember 29, 1992. The PIET ETA’S comments were:
"[Nr. N. B.] continues to do very well in his stud-
ies. He is very concerned about his performance on
his qualifying exams right now. Although, the
[university] faculty ig confident that he will
pass.” The block labelled "Est. Date of Degree
Completion, " indicates "Sept 12, 1994" (gstill in
line with the original 37-month plan).

On January 4, 1993, the mission received a cable
from PIET advising that although *"subject fellow has
been doing well in his coursework...[and] has main-
tuined a strong 3.0 GPA throughout his work...[and]
hia academic advisor, [Dr. H.}], is very pleased with
his research work®" he had just failed his *cumula-
tive exams.” The cablo explains that thia means he
will be unable to continue in the Ph.D. program
unless he is "allowed to take the alternative route
into the Ph.D. program.” This alternate route would
require him to complete a master’s degree at the
»niversity (he already had earned a master’s degree
from an Australian university) and then ®*petition
the graduate achool to re-enter the Ph.D. program.®
The cable also says: "FYI, [Dr. H.] has informed
PIET/TAF that [Mr. N. B.], regardless of whether he
paased the cumulative exams, will need an additional
year to complete his Ph.D. Generally, a Ph.D. in
the chemistry department at [the university] takes
four to five yoars.®

We did not conclude that this case is necessarily repre-

sentative of PIET's monitoring performance. Rather, it
raises several questions and illustrates several pointe
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about the placement and monitoring processes. If the
above-described record is accurate, then the mission
approved this fellow’s program based on the false premise
that it could be completed in 37 months. The university
prepared and distributed the "Proposed Academic and
Professional Development Program" establishing the 37~
month plan, despite the fact that (according to PIET) it
knew that such a program "generally...takes four to five
years."

Handboock 10 estahlishes that "...contractors [i.e. PIET]}
are responsible for obtaining [the AETR) from academic
institutions and providing it to A.I.D. missions.” The
AETR8, however, must be initiated by the fellow and the
university. More troubling than the untimely receipt of
the AETRs by the mission is the brevity of meaningful
information the AETRe contained. One cause of this
brevity is obviously the form itself, which provides
space for only a sentence or two at most for the academic
advisor and PIRT to insert comments. Two of the three
AETRs contained no estimated date of degree completion
and the third contained a date indicating that the
fellow’s program was still on the original 37-month
schedule. The academic advisor reported this estimated
degree completion date despite his knowledge that such a
program "generally...takes four to five years."

Notwithstanding PIET’s belief that it is generally under-
stocd that a Ph.D. program usually takes longer than 37
months to complete, our interviews of mission personnel
indicated that they were surprised to learn of this
fellow’s need for an extension, particularly after re-
ceiving no negative feedback about his progress during
the initial 17 months of the program. Mission personnel
were also concerned about the perfunctory manner in which
the need for an extension had been communicated to them.
More frequent and more detailed feedback on this fellow’s
progress and a more detailed explanation of the circum-
stances surrounding his need for an extension would have
aided the mission in understanding and dealing with the
overall situation.

The adverse effects of untimely, incomplete monitoring
feedback--especially in cases where program extensions
result~-can be substantial. A.I.D.'’s Regional Inspector
General issued a report recently on Indonasia‘’s partici-
pant training program which stated:
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From January 1989 through April 1992, 58 per-
cent of the participants completing academic
training exceeded the time limitations speci-
fied in the original training plans. Purthar-
more, since 1589, the frequency of these exten-
sions has steadily risen, as have the ascociat-
ed training costs--an additinnal $5 million to
pay for participants’ extended staye in the
United States.

From a mission management perspective, untimely notifica-
tions of problem programs leading to the need for exten-
sions places treining officers in an awkward decision-
making position: either obligate more money or end the
program, recall the fellow, and consider funds spent to
date to be "sunk costs.” Earlier notification of prob-
lems gives missions some degree of control and flexibili-
ty in selecting possible courses cof action.

As stated above, we did not conclude that the axample
described in detail was representative of PIET’s monitor-
ing and feedback performance. We concluded, however,
that PIET’s performance in this regard can be improved.
We revicwed a sample of 22 long~term participant files
containing 83 AETRs. Following is & summary of ine days
elapesing from the end of the academic term until the
AETRs were transmitted to the missions.

Days following the

End of Academic Term Number Percentage

1-30 10 12%

31-60 28 34

61-90 23 28

91-120 5 6
121-150 2 2

More than 150 7 8
Unable to Determine 8 10

The 7 AETRs in the "more than 150" taieyury were sent
154, 163, 174, 178, 188, 265, and 322 days following the
ends of the academic terms.

RECOMMENDATION
NUMBER 3

We recommend that OIT’s new contract include language
placing greater emphasis on the importance of timely,
complete, and detailed monitoring feedback to the mis-
sions and the paramount importance of timely notification
of the possible need for program extensions. We also
recomvend that OIT reassess the usefulnesa of the AETR
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THE COUNTRY-
DEVELOPMENT
PROGRAM PURPOSE
NEED8 GREATER
EMPHASIS

form and revise the form to (1) make it cleaxr that com-
pletion of all fields is sandatory and (2) allow more
ron= for acade=mic sdviesor and contractor co==ontag.

Few of the fellows and associates interviewed conveyed

a clear understanding (1) that the TJF Program’s

primary purposes relate to country development rather
than individual development or (2) of how their indivi-
dual programs support this primary objective. The appar-
ent fajilure of all involved in the program--mission, OIT,
and PIET personnel--to continually emphasize the primary
program purpose appears to be an oversight, but may de-
tract from the achievement of this primary program objec-
tive and may contribute to the number of non-returnees.

According to Handbook 10, participant training has three
purposes:

. Developing staff for A.I.D.-~assisted projects.
» Strengthening key development institutions.
. Establishing local training capacities.

Of 19 returned fellows and associates with whom we dis-
cussed their undcrstanding of the TJF Program, only 4
expressed an answer related to country development. The
balance either said they did not know or said that the
program’s purpose was to enable them to get a degree or
attend a training prcgram. None of the interviewees
indicated that the program’s purpose had ever been ex-
plained to them.

The apparent failure to emphasize the relationship be-
tween an individual‘s program and the development of his
or her country can undermine the achievement of the
program’s longer-range objectives. Further, the number
of extension requests and non-returnees may be higher as
a result of the apparent failure to continually emphasize
the importance of completing programs expeditiously and
returning home to begin transferring knowledge.

RECOMMENDATION
NUMBER 4

We recommend that OIT astresma, both in itas new contract
and in its revisod Handbook 10, the importance of making
each fellow and asgociate aware of (1) the TJF Program’'s
country development purposes and (2) how each individual
program supports these purposcs.
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The U.S. Government spends tens of thousands of dollars
on most long-term fellows. Master’s degree programs can
coast more than $60,000, and doctcral program costs can
exceaed $100,000. If QIT will stress in its new contract
and in Handbook 10 the importance of making fellows and
associates aware of how their programs relate to their
country‘s development, it may help lower the rate of non-
returnees. Under current procedures, long-term fellows
are required to sign the same "Conditions of Training”
form signed by an associate programmed for a 3-week
observational study tour. In effect, both are asked to
make the same 2-year commitment to work in their home
countries upon training completion.

A non-PIET case illustrates our concerns.

Mr. R. T. of the Dominican Republic came to the

. United States in April 1987 to obtain a Ph.D. His
original 36-month program wan axtended to 44 months,
and then to 52 montha. A total of $104,458 of
A.T.D. funds was obligated for thio Fellow’s pro-
gram. VWhen this funding was oxhausted, Nr. R. T.
moved to Canada.

We did not conclude that such cases are common, but
greater reinforcement of the TJF Program’s country devel-
opment objectives may help to reduce the number of these
instances.

RECOMMENDATION
NUMBER 5

OIT'8 CONTRACTOR
BHOULD MAINTAIN
MORE DETAILED
COBT ACCOUNTING
INFORMATION

We recommend that OIT redesign ito *"Conditions of
Training® form to place greater emphasio on the program
development comaitment to which fellovs and associates
agree. Minsions should be allowed and encouraged to vary
the duration of the in-country service co=aitment re-
quired based on the type and cost of a program as well as
other country-spaecific characteristicao.

OIT recovero the cost of its centralized contract
through "administrative™ or "programming agent fees"
charged to miseions via A.I.D.’'o master disbursing
account (MDA). Theoe fees are computed by periodically

dividing PIET's total cost incurred by the number of
training-months utilired. To approximate the cost dif-
ferences associated with the different levels of program-
ming and monitoring efforts required, the monthly faee is
set higher for EI associates than for long-term academic
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fellows and short-term technical associates. The result-
ing monthly fees are then added to the budget worksheets
based on the anticipated number of parson months the
PIO/P will cover. At present, the foe is $310 per month
for academic and short-term technical programs and $410
per month for EI programs.

As described on pages 19 to 22, to the extent that PIET's
costs include more than the core costs of programming,
placing, monitoring, and evaluating, these monthly fees
result in higher costs to the missions than those of
other contractors.

PIET personnel informed us that they are convinced that
the true coot of EI associate management is significantly
higher than the $410-per-month fee being charged. They
cited as an example an analysis they made that indicated
that the actual average cost of recent EI programs was
approximately $5,000. It is aloo likely that the actuval
cost of a short-term technical training program is more
than the §$310-per-month fee being charged. If there cost
disparities are true, then the cost of short-term and EI
programs is being subsidized by the fees missions pay for
long-term programs.

If these two anomalieas--fees for PIET services include
more than the cost of core services and missions are
being undercharged for shorter programs and overcharged
for longer programs--are occurring, then two economic
results can be predicted: (1) misuions may be inclined
to use direct contracts rather than the PIET contract,
and (2) missions may use PIET for short-term, labor-
intensive programe, but not for long-term programs.

These anumalies can be discerned and corrected by care-
fully and precisely defining the core services that OIT's
contractor munt perform (see Recommenda*izn Number 1 on
page 21) and requiring the contractor to maintain accu-
rate cost accounting records that separately accumula-:e
the cont of core services and additional services.

RECOMMENDATION
NUMBER 6

We recommond that OIT incorporate into its new contract
& requiremont that the contractor have in place and
functioning a cost accounting system ilat accuulates,
segregatea, and reports the costs of long-term, short-
term, and EI program management.
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The contract should define the following as "cost objec-
tives” requiring separate recordkeeping and accounting:

. Programming, placing, and monitoring long-term
academic fellows.

] Programming, placing, and monitoring short-term
technical associates.

] Prcgramming, vlacing, and monitoring EI
associates.

. Each individual delivery order that may be requested
in addition to the core services.

The contractor’s accounting system should be required to
accumulate all labor time, labor costs, and other costs
directly identifiable with these activities.

The resulting cost accounting system will allow a precise
cost accounting allocation of the contractor’s total
costs to the three major basic contract activities (long-
term, short-term, and EI training) and to each individual
delivery order.

The contract’s coots associuated with long-term, short-
term, or EI training can then be allocated to benefiting
programs on either a "participant-month” basis (which is
presently done but is not presently based on accurate
monthly costs) or on a "percentage-of-direct-program-
cost" basis,

The implementation of more rigorous cost acccunting and
reporting will yield two important management-strength-
ening capabilities. First, the contractor’e costs versus
performance can be monitored more closely. OIT will be
able to track the contractor’'s precise costs for particu-
lar types of services and compare theme againat the costs
of other contractors. Adverse cost trends can be studied
in more detail to permit implementation of early correc-
tive cost-control measures.

Second, OIT will be able to evaluate more accurately the
costs and benefits of long-term, short-term, and EI
programe. For exanmple, if accounting data reveal that
the actual long-term programming and monitoring costs are
$ percent of the program’se coots, while the actual EI
programming and monitoring coste are 30 percent of the
program’s costs, then OIT managers may decide that the EI
program is not cost effective when considered against the
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PROCUREMENT
INTEGRITY CONCERNS
S8HOULD BE ADDRESSBED

benefits received. B8uch analyses will enable OIT manag-
ers to better control increasingly scarce resources and
make better program managament decisionsa,

The selection of academic and technical training pro-
viders is a significant procurement function resulting

in the obligation of millions of dollars annually.
Although these procurement decisions are technically made
by authorized Government personnel, the reality of how
the PTP operates is that miseion officials rely heavily
on PIET input in the selection process. Further, the
selaction decision at the miseion level is often delegat-
ed to training officers or local grantee organizations
and, in some cases, to the individual fellow or associ-
ate.

Our procurement integrity concerns are focused at two
levels: the role of the PIET placement apecialists and
the role of mission ana crantee personnel.

The Office of Management and Budget (OMB) recently pub-
lished guidance on "Inherently Governmental Functions."
This Office of Federal Procurement Policy (OFPP) "policy
letter” defines an inherently Governmental function as
one "that is so intimately related to the public interest
as to mandate performance by Government employees.” It
states that Governmental functions fall into two catego-
ries: "(1) The act of governing, i.e., the discretionary
exercise of Government authority, and (2) monetary trans-
actions and entitlements.” Included on the policy
letter’s "illustrative list of functions considered to be
inherently governmental functions® is "determining what
supplies or services are to be acquired by the Govern-
ment."

We did not conclude that PIET is performing an inherently
governmental function, because the policy letter also
states that "inherently governmental functions do not
normally include gathering information for or providing
advic2, opinions, recommendations, or ideas to Government
officialse.” Rather, we concluded that PIET’s role in
provider selection could be deemed inherently governmen-
tal if not properly controlled and carefully monitored.
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We concluded that PIET‘s role in this process falls
within the category of functions that the policy letter
spacifiea as requiring "additional managemant attention
to the terms of the contract and the manner of perfor-
mance...."

During our interviews and file reviews at the three
missions we visited, we noted instances in which both
individual fellows and associates and local grantees had
"pre-saelected” the schools to which the individuals would
be sent. In these instances, PIET apparently took the
view that this was the miseion‘s prerogative and did not
asBese the quality and cost effectiveness of the prese-
lected programs. For example:

Pontifica Univernsidad Catolica Nadre y Kaestra
(UCMM) in an A.I.D. project grantee in Santo
Domingo, Dominican Republic. UCMM Belected five
candidates to be sent to the University of Nevada-
Las Vegas (UNLV) for mautor’s degrees in hotel
administration. We interviewed two fellows who had
completed the program. One fellow criticized the
program. 8he did not think it me* hor objectives,
becausne it focused on gerieral hotel management,
whereas her interest was in food and beverage ser-
vices. She Baid she thought she should have gone to
a culinary school rather than UNLV.

We understand that mission personnel are involved direct-
ly in project design and exercise final approval authori-
ty over individual programs. We think, however, that
PIET's programming knowledge and skills are being under-
utilized in cases where training providers ar:c
preselected.

A.I.D. should also recognize that added controls in the
provider gelection process are needed for reasons beyond
assuring that the best, most cost-effective programs are
selected. Although we saw no aevidence of irregularities
during our evalucrtion, we noted no controls to prevent
mission personnel, mlsaion grantees, or PIET placement
specialists from accepting illegal gratuities or bribes
in connection with the selection of providers.

Sound management practices as well as U.S. Government
procurement policies dictate that OIT exercise greater
control and oversight in connection with the provider
selection process.
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RECOMMENDATION
NUMBER 7

Ve recommend that placement smpecialists be regquired to
axsess alternative training providers even when misszions
have preselected the training providers. This will
ensure that the best and most cost-effective providers
are selected, and it will serve as a control to protect
against improper (or even lllegal) provider melection
decisions by mission psrsonnel or in-country project
personnel. The bases for contractor recommendations and
mission selections ahould be documented in the official
files and rotained for periodic OIT roview.

RECOMMENDATION
NUMBER 2

We recommend that OIT roquire itm contractor to document
the bagis for selecting and recommending every program.
The official file [see al3o Recommendation Wumber 22 on
page 58] should indicate whether or not the proposed
program’s cost is based upon the academic or training
institution’s published prices. 1n every instance in
which the program cost is not based on an institution’s
published prices, the file should contain a full and
complete record of how the institution was selected,
including (1) the extent of competition gsought, (2)
copies oi all proposals received, (3) a record of all
negotiations, and (4) the melection rationale used.

RECOMMENDATION
NUMBER 9

We recommend that OIT’s new contiact specify clearly
and unequivocally that the contractor will not program
any services to be porformed by itself or by organiza-
tions with which it in affiliated. We further recommend
that OIT ask the A.I.D. procuring contracting officer to
(1) include appropriate conflict-of-interest avoidance
clausens in the solicitation and contract and (2) specify
that offerors responding to the solicitation must submit
detailed conflict-of-interest avoidance plana.

(In the event that OIT does not accept the above recom-
mendation prohibiting contractors from programming train-
ing to their affiliatos or associates, we recommend that
the contract state that any programming to an affiliated
organization can only be done with prior written con-
tracting officer approval.)

We alweo think that the centralized programming function
offers a valuable program management and control opportu-
nity not being utilized fully by OIT. Sound program
management principles dictate that scarce resources be
allocated carefully and only to those objectives that
best meet overall program objectives. A.I.D. mismions
are required to prepare Country Development Strategy
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Statements (CDSS) and Country Training Plans (CTP). The
former document sets forth the mismion’s institutional
prioricies for training, a&nd the latter provides infor-
mation about training needs and resources in priority
development areas and presents a 5-year projsction of the
mission’s training activities. Missions also prepare
project-specific planning papers containing more detailed
dedcriptions of training objectives.

At this time, VIET placement specialists are not required
to maintain current copies of these important documents.
We think thet understanding and using these planning
documents will enable placement speciazlists to improve
the support they provide to missions. At a minimum, they
will be bettaor able to anticipate training needs of
particular courntries and focus attention on the identifi-
cation of poten:tjial providers earlier than is now the
case.

On a program-specific basis, familiarity with the CDSS,
CTP, and project plans will enable a placement specialist
to better understand the underlying PIO/P objective and
optimize the selection of a provider. Such familiarity
will also enable the placement specialist to recognize
mission-proposed programs that may be inconsistent with
the CDSS, CTP, or a specific project.

In an interview, one of PIET's EI ETAs described one of
her most successful cases, the program of Mre. A. F. of
The Gamkb_»a.

Nrs. A. F. is the manager/hoalth consultant for
[A.’8] Health and Fitness company established in
1986. 8he was sn associate in the Entrepreneurs
International program "Training in Health and Fit-
ness Centor Management® from Morch 18 to April 21,
1992. Her specific objectives were to learn all
aspecta of physical fitness programming including
basic nutriticnal information, physiological and
psychological effectas of fitness training, sales
techniques, equipmont maintenance, and markeiing and
management techniques.

We asked the advisor .icw this particular program support-
ed The Gambia‘s development, and she said she did not
know. We obtained a copy of the CDSS for The Gambia, FY
1991-1995 and could find no clear relationship baetween
The Gambia’s needs and this particular program. 1In fact,
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the CDSS, under "Strategies Not Chosen," states "...other
donors are providing siguificant support for health,
population, and education programs. Given this fact and
OAR/Banjul staff and funding constraints, no significant
increase is proposed in AID assistance levels to those
sectorse during the CDSS period."

We understand that the mission has decisionmaking auto-
nomy and authority to approve a program even if it is not
entirely coneistent with its development strategy.
Handbook 10 states, however, that A.I.D. policy "does not
encourags...jeneral participant training which is not
linked to epecific development objectives identified in
CDSS...(and) training of teaching faculty in technical
fields or disciplines not judged by CDSS or sector strat-
egy to be of developmental priority."” We think that
OIT’'s contractor can perform a valuable control function
in relation to this requirement and also make more in-
formed placement decisions if placement specialists have
more knowledge about specific country development strate-
gies and training plans.

RECOMMENDATION
NUESER 10

Olr BHOULD
COMBIDER
TRANBFERRING FULL
ACCOUNTING FOR

EACH PROGRRM TO THE
CONTRACTOR

We recommend that placement specialists be required to
have (and use in planning placements) each country’s
CDSS, CTP, and any other training plans.

This will enable them to (1) design programs better
suited to each country’s needs and (2) notify OIT and the
mission when a proposed training program appears incon-
sistent with a country’'s stated needs and priorities.

Although responeibility for determining the appropriate-
nesa of training rests with missions, we think that OIT
can assist missions in complying with A.I.D. policy by
alerting missions cf programs that may be inconsistent
with country development strategies.

PIET currently accounte for program costo that it die-
burses. An audit of the accounting process used by
PIET was oatside our evaluation’s mcope. We did compare
PIET’'e program accounting reports with FM reports and
mienion reports and noted differences that we did not

attempt to reconcile. Thene differences were due (at
least in part) to the fact that PIET only accounts for
costs that it disbursen, whereas FM and mission cost
accounting includes additional costs.
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The A.I.D. Office of Inspector General recently audited
A.I.D.’'s MDA and reported several recommendations for
improving ite operation. One of the Office of Inapector
General’s (OIG) recommendations was that FM:

«++.in conjunction with the Office of International
Training, design and implement a system to ensure
that no funde are spent in excess of the amountes
committed and that commitment amounts are reduced
whenever it becomes evident that fewer funds than
anticipatnd will be needed.

Our evaluation indicated that PIET has an understanding
with FM that allows PIET to expend up to $1,000 in excess
of a PIO/P‘s approved level of epending without obtaining
mission approval. We also noted lnconsistencies in
procedures and understandings amcong missions as to com-
mitment reductions when programs are completed. We did
not find procedures in place for providing reports to
miseions that allow them to reduce commitment amounts
routinely as programs are finished. Apparently the
unexpended funds in most individual PIO/P accounts simply
remain in the MDA for use to cover the up-to-51,000
commitment overruns.

The practice of spending in excess of the commitment
amountes may violate the Antideficioency Act. The apparent
failure of miasions to reduce commitment amounts an
programs are completed resulte in mission loss of these
funds--fundo that could be used for other purposes.

FM does not perceive the need for more precise accounting
and, A.I.D.’'s general counsel does not interpret these
practices to be funds control violations. The original
design of the MDA anticipated these practicas. FM thinks
that a cost savings resulta, because "final"” budgets and
PIO/Ps do not need to be prepared and procecned.

We think that sound management of scarce fiscal resources
dictates that a more preclse accounting for these funds
be performed. In keoping with our recommendation that
OIT’'s contractor be roquired to perform as many routine
functions as pospible on OIT's behalf, we think that the
accounting function the contractor already performo
should be expanded slightly to include all costws of each
PIET-managed program. The contractor can alaso boe direct-
ed to send a monthly or quarterly report to each mission
showing the unexpended balancen of each mission’s com-
pleted programs, so that miselonus can recover the use of
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these funds through a single transaction document reduc-
ing completed program commitment amounts to the amounts
actually spent.

RECOMMENDATION
NUMBER 11

ARRIVALS AND
ORIENTATION
8HOULD RECEIVE
GREATER EMPHABIS

We recommend that OIT require ita contractor to maintain
«n accurate and current record of each fellow’s or asso-
ciate’s actual total cost of training to ensure that
budgeted and obligated amounts are not exceeded. The
contractor should be required to report each PIO/P’s
budgeted and actual cost to date and itemired expendi-
tures for any particular PIO/P ~8 reguested.

TJF Program fellows and associates have varied back-
grounds and experiences, including different levels of
predeparture orientation. Some participarce need
relatively little U.S. crientation. while others benefit
greatly from more extensive U.S. orientation.

According to ..andbouck 10, "...it is A.I.D. pelicy that
participants are met whenever feasible at the United
States airports of entry in Honolulu, Miami, New York as
well as at Washington, D.C./Baltimore.”

Regarding orientation, Handbook 10 states that "it ie
A.I.D. policy that all participants training in the
United States are required to attend appropriate orienta-
tion programs in the United States which focus on both
the practical aspects of living in this country and on
the custom3, valuee and institutions of Americans. The
orientation programs must be tailored to the different
needs of short-term trainees and long-term or academic
students and researchers.”

During interviews of returned TJF Program fellowo and
associates, we asked 31 if they had been met upon arrival
in the U.s. Of the 31 interviewed, 16 told us that they
had not been met on arrival. Of these 16, 7 indicated to
us that the lack of assistance on arrival caused them
problems. Similarly, fellows and associates reported
differing degrees of U.S. orientation.

Based on our interviews, we concluded that the value of
both the arrival greeting service and the U.S. orienta-
tion should be given greater recognition. Both of these
functions can have a significant impact on the ultimate
success or failure of an individual’s training experi-
ence.
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Discussions with PIET personne' indicated that they try
to have fellows and associc-os met on arrival, but are
not always able to do 6o in sases in wiich missions
instruct them not to have this service porformed or when
itinerarien are received too late to allow the service to
be schoduled. Rost fellows and associates raceived some
level of orientation axcept in ceses in which their
schedules would not accommodate the orientation program
schedules.

RECOMNENDATION
NUMBER 12

We recozwend that OIT clarify the roguirement for
fellowe and asecociates to 2o peot oa arrival in the U.B.
to (1) essuro tkat migsions nnderstand it to be mandatory
and (2) allow flexibility in determining tho optisum
point for the arrival greeting to take place.

OIT'e contractor should be required to determine on a
case-by-case bagis the optimum point at which the initial
meeting will take place. 1In some cases, the appropriate
point will be the initisl point of entry in the U.5. 1In
most cases, it will be the final destination airport,
where assistance in retrieving luggage, arranging for
ground transportation, and assuring that temporary living
accommodation needs are mot or can be provided. 1In the
event that a fellow or associate Jfg not met on arrival in
the United States, the contractor should be required to
document cleirly in the official PIO/P file the reasons
that this maeting did not take place.

RECOMMENDATION
NUMBER 13

We recocxond that OIT clarify the reguirement for U.5.
orientation to (1) assure that missions understand it to
be mandatory and (2) deofino tho minimum orientation peeds
for fellows and associates possossing varying back-
grounds, capabilities, and experiencos.

When these minimum requirements are established, the
programming and placemant opecialist should be required
to provide or program these minimum orientation sarvices
as well as any additional orientation procedures that
particular PIO/Ps spaecify.

A major goal of the U.8. orientation program should be to
esmphasize the country development objectives of the TJF
program and how individual programs will support these
objectives.
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THE CONTRACT'S
EVALUATION
PROVIBIONS NEED
TO BE ENHANCED

We concluded that the contract’s provisions for
training program evaluations should be simplified
and clarified.

The contract specifies that the contractor must establish
evaluation criteria and mochanisms to permit review of
individual U.5. academic and technical training programs.
It does not state specifically how thepe evaluations
should be ugsed or distributed and does not specify how
the completed evaluations should be zonsolidated and
reported or followoed up.

A "Group Tachnical Questionnaire™ used fo: evaluating
short-term toechnical training programs is 22 pages long
and contains 136 questions. The "Academic Exit Question-
naire” used to evaluate long term academic programs is 29
pages long and contains 203 questions. Both question-
naires cover every aspect of the programs including the
fellow’s or associate’s personal thoughts about such
thinge as fceling homesick or lonely. All appear to be
relevant questions. We think, however, that the ques-
tionnaires may try to cover too much rather than focusing
primarily on the quality of the training provided. We
think simplified questionnaires may provide a more man-
ageable means of assessing the quality of training re-
ceived by the fellow or associate.

PIET produces evaluation reports summarizing the rasults
of short-term programs with eight or more associates.

One recent report on a short-term program with 8 associ-
ates was 36 pages long. It summarizes the nature of the
program, characterietics of the individuals, and consol-
idated results of the individual questionnaires. It does
not contain recommendations for program improvement or
actions needed for follow-up.

It is not clear to us how either PIET or OIT uses this
type of evaluation. Clearly, if an evaluation revealed
extremely negative information about a particular provid-
er, PIET could use it in future placement decisions. We
think, however, that such clearly negative program infor-
mation can be gleaned through a much simpler evaluation
mechanism and process.

RECOMMENDATION
NUMBER 14

Weo recomwend that OIT analyse the costs and benefits

of the current evaluation procesno and define more clearly
its evaluation objectives. If the primary evaluation
objective is to assesa the gquality of the training pro-
vided, then a more streamlined process can bo used. VWe
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also recocamend that OIT define more clearly how the
evaluations are to be used to pupport the program. At a
minisum, the eoveluations zhould produce specific recos—
mendations for follow-up actions or indicate that none
are noeded.

The contract doac not spacify how evaluation reports are
to be distributed. PIET'’oc "Operating Procedures™ say
that the short-term technical evaluation summary report
should be distributed "...to OIT, the Bureau, the Region-
al Office, the Miseion, and thoe training institution.”
Individual academic and technical evsaluationo are dis-
tributed internally within PIET but not to OIT or the
misgions. PIET’s pubcontractor, Creative Associates,
enters data from individual evaluation forms into a data
base, which provides it with the capability to produce
"annual reports” by country or region. PIET would then
send these annual reports to OIT, bureaus, and missions.
We were informed that the subcontractor has not had
sufficient volume to prepare annual reports by region or
country.

Our visits to three missions confirmed that missions do
not receive individual evaluations, and training officers
at all three rnissions stated that they would like to
receive them. Also, mission personnel did not recall
receiving summary technical evaluation reports and annual
reports.

RECOMMENDATION
NUMBER 15

We rocommend that OIT deofine the distribution of all
evaluatiun roports &nd include distribution to each .
mission as well as other appropriate A.I.D. organizations
such as the Research & Developmant Bureau, Center for
Development Information and Evaluation, and other cantral
and regional bureaus.

The current evaluation instruments contain some questions
about satisfaction with PIET’'s assistance, but the forms
are not designed to obtain detailed feedback about PIET's
performance. The academic questionnaire contains 11 (out
of 203) questions that focus on the fellow’s relationship
with PIET. Likewise, the short term program question-
naire contains 11 (out of 136) questions that focus on
the associate’s relationship with PIET. OIT and the
missions do not mee individual evaluatione as a result of
PIET's distribution procass. Consequently, if a fellow
or associate conveys negative criticism about her or his
experience with PIET, there is the opportunity that only
PIET and Creative Associates see it.
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We think there is great value in obtaining from every
fellow and associate specific feedback about the
contractor’s performance. 8uch feedback sent directly to
OIT will enable OIT to identify and consult immadiately
with PIET about personnel or programs reported as not
mseeting OIT’'s contract parformance standards. Similarly,
it will enable outstanding contractor or employee parfor-
mances to raceive positive racognition.

This ongoing feedback will onable OIT to evaluate its
contrac.or’s parformance on an ongoing basis rather than
every fov yaars as is done now. In turn, the existence
of a direct foedback process will encourage the contrac-
tor and ites employees to provide higher-quality szrvices
and allow them to (1) take immsdiate corrective action to
resolve problems or (2) provide immediate positive feed-
back to employees identified as havirg performed particu-
larly well.

RECOMMENDATION
NUMBER 16

We recommend that OIT design a l1-page gquestionnaire to
obtain individual fellow and associate evaluations of
contractor performance in programaming, placing, moni-
toring, and counseling. Those should ba given to every
fellow or associate along with a prc-stamped envelope ad-
dressed to OIT.

A simple and short questionnaire should ensure that a
maximum number of responses are received. Further,
indicating that this feedback will go directly to OIT
should ensure that responses convey candid information.
This simplified process should require minimal time for
OIT to administer while allowing easy identification of
instances of good or poor performance.
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Chapter 4

CONTRACT COMPLIANCE

PIET HA3 NOT
COMPLILD WITH THE
CONTRACT'S ACCOUNT-
ING AND REPORTING
REQUIREMENTS

Bection C, Article IV, B8copa of HWork, of the contract
betwaen A.I.D. and PIET contains 20 specific provisions
for placing, programming, managing, and providing field
support services related to the A.I.D. training program.
Other contract sections contain edditional compliance
requiremants. As part of our evaluation, we performed
limited tests to detarmine the degree to which PIET
complied with these requirements. This chapter presents
the results of this taesting.

Except for our conclusions ralated to compliancoe with the
contract’s accounting and reporting roequirements, we
concluded that PIET complied, in all material respects,
with the terms of the contract. We also noted aseveral
other leas significant instances of noncompliance that
warrant OIT‘s attention and prompt corrective action.

The contract’s itemized budget (Section B, 11I) speci-
fies 13 separate line items, including Field Services,
(buy-ins), Programming Buy-Ina, and 400 Partially
Financed Academic Participants.

Contract Section C, Article IV, B.10, Alternative Funding
Mechanisma, describes procedures required for buy-ins and
states that "...separate financial accounting and report-
ing must be completed for these types of special place-
ments.”

Contract Section C, hrticle V,B, Lavel of Effort Reports,
requires the contractor to prepare semi-annual reports:

«esindicating the number of parson-months of
effort which were separately expendaed by the
Contractor, each mubcontractor, and consult-
ants, delinsated by project/contract activity
during the reporting period. The number of
person-months shall be delineated by the main
project/contract activities.

Contract Section C, Article V.B, Level of Effort Reports,
also states:
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Also on a semi-annual basis the contractor will
report the status of buy-ins. This report will
contain as a minimum, a listing »f all buy-ins,
their original level of effort and dollar value
and the actual level of effort and funds ex-
pended against the work of that buy-in.

PIET apparently made no accounting system provisions that
would allow the accumulation of costs incurred for indi-
vidual buy-ins, buy-ins in total, or thu 400 Partially
Financed Academic Participants.

PIET's semi-annual Level of Bffort Reports show no per-
son-months for Pield Services buy-ins, Programming Buy-
Ins, and Partially Pinanced Academic Participants. The
reports instead state that "Buy-ins person months (are]
included in Direct Employees.”

On December 22, 1992, PIET's deputy executive director
told us that the "laevel of effort for buy~-ins and subcon-
tracts is not segregated but included in LOE of direct
employees. This is done because buy-ins were charged at
$310 per training month rate and no staff expense time (s
directly attributed to any one buy-in."

Following ocur identification to PIET of thies accounting
and reporting deficiency as a material noncompliance
matter, PIET clarified ite position. On March 18, 1993,
PIET persornel stated that “"actual coots for field ser-
vice buy-ins are recordod and reported separately.” They
stated that "assigned administrative costs”™ are recorded
separately for programming buy-ins. "Assigned adminis-
trative costs” were defined as $310 or $410 per training
month.

From contract inception through the semi-annual period
ended Septembor 30, 1992, PIET did not report any field
services or» programming buy-in levels of effort as re-
quired by Contract Section C, Article V.B. Similarly,
from contract inception through the semi-annual period
ended September 30, 1992, PIET did not report funds
expended againet the work of individual buy-ins as re-
quired by Contract Section C, Article V.B. and Contract
Section C, Article 1V, B.10.

From August 23, 1990, through November 2, 1992, PIET
contract modifications for buy-ins had obligated
$2,128,207 for PIET administrative services (i.e. not
includinj pass-through participant costs).
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PIRT's Consolidated Raport, FPinancial Raport: October 1,
1989~-8eptember 30, 1992, reports $15,394 expended for
Field Services Buy-ins, $24,990 expended for Programming
Buy-ins, and $0 expended for 400 Partially Pinanced
Academic Participunts through 8eptexbaer 30, 1992.

On April 13, 1993, PIET sent us a report titled "Consoli-
dation of PIET (J.V.) Expanditures 10-01-82 to 12/31/92."
This report shows field services buy-ins expenditures for
the period October 1, 1992, through December 31, 1992, of
$148,545.02. Programming buy-ins costs for this same
period are reported to te $-0-. PIET’s chief financlial
officer told us that some of these field servicea buy-in
costs had actually been incurred prior to October 1,
1992, and that PIET was in the process of correcting its
records.

Aleo on April 13, 1993, PIET sent us a printout titled
"Project Report 3/31/93." This printout shows both
adminietrative and participant costas for several buy-ins.
A summary of this printout’s contents and the correspond-
ing buy-in start and end dates ie ap followo:

Administrative Expenses
Amendment Field
or Start _Progqrammipg Duv-Ins Beoxvice Buy-Ins

Order No. Description Date End Date__DPudgeted Reported _Bvdgeted Reported
Amend 5 Haiti 08/23/90 Not mtated $ 61,1785 1]

Amend 6 Kenya 09/24/90 09/29/93 5,400 0

Amend 12 Nicaragua 09/11/91 10/31/92 S 10,830 § o]
Order 1 Nicaragua 10/31/91 09/30/92 10,125 (o]

Order 2 Panama 04/23/92 02/28/93 285,210 230,980
Order 3 Mauritius 08/26/92 09/29/93 8,713 0

Amend 17 WID/MIA 07/01/92 08/31/93 201,140 77,582
Amend 18 Africa OYB 09/11/92 Not stated 380,000 3,289
Amend 18 Eur/DR 09/11/92 09/29/93 1,000,000 358,599
Amend 19 Albania 09/23/92 Not stated 2,460 0 1,686 (0]
Amend 19 Near East 09/23/92 Not stated 4,510 0

Amend 19 Barbados 09/23/92 Not stated 51,250 0

Amend 20 Rite 09/29/92 09/29/93 28,700 35,338 o]
Amend 20 Arts/Fara 09/29/92 09/28/93 6,650 0

Amend 21 Eur/Dr 11/02/92 09/29/93 34,410 50

Totals §214,003 50  £L9214,204 §670,450
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The conflicting explanations regarding whether or not
PIET has been accounting for buy-in costs as the centract
requires and the sudden appearance of the above account-
ing information in the 42nd month of the 48 month con-
tract have troublesoma implications. We think that
further investigation of these issues i@ warranted. 1In
any event, ic is clear that PIET has not coamplied with
the contract’s accounting and reporting requirements.

PIET's failure to comply with these significant contract
requirements reflects a serious lack of cost control by
(and over) the contractor. It is not possible to deter-
mine if PIET has conformed to individual buy~-in budgets
or if ites coate are in line with ite non-buy-in budgets.
S8imilarly, we could not evaluate the efficiency of the

contractor’s oparations vis-a-vie the contract’s budget.

Contruct Section G.II, Funding Sources, statos that
‘...[Bilateral} funds obligated under a diecrete order
may be used only for allowable coste walich are properly
allocable to the performance of that order.™ 1t also

states that "...[Non-bilateral) funds obligated in the
basic contract may NOT be used for costs assoclated with
an order....”

The lack of strict budgetary constraints and controls
over the contractor creates an environment conducive to
spending abuses. For thie reason and because of other
internal control and contract compliance problems noted,
we think that OIT should request that the contracting
officer have a financial and compliance audit performed
of the most recently completed fiscal year of the con-
tract. If material cost mischarges or cost control
problems are noted in that preliminary audit, the audit
should be expanded to prior years accordingly.

RECOMMENDATION Ve revcommend that OIT ask the contracting officer to

NUMBER 17 have a financial and compliance “udit performed of the
lateat fiscal year of the PIET contract and expand the
audit to prior yearas bamed on the initial audit results.

UNAUTHORIZED Contract Section C, Article IV, B. 4, Communications,
COMMUNICATIONS states that:

REGULARLY OCCUR
All communications with A.I.D. Missions and
host countries necessary to carry out the pro-
visions of the contract must be through OIT,
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using the communications facilities and proce-
dures of the U.8. Department of Btate/A.I.D.
The routing of such communications through OIT
will be mandatory.

PIET violateos this requirement regularly and with OIT's
knowledge by using telephone and telecopier communica-
tions with misaions.

PIET and OIT persesonnel agree that the contract’s commu-
nications requiremants would, if adhered to, inhibit tha
contractor‘s capabilities to cerry out its required
tasks. Hany occasions arise in which rapid communica-
tiodl with missions are essontial, and routing these
time-crucial communications through OIT would have an
adverse offact on actions planned or in prograss.

We understand that the reasons for the communications
restriction clause are to assure that all communications
with missions are congistent with OIT policies and to
allow OI” to maintain appropriate oversight and awareness
of the contractor‘s actions. We did not identify any
instances in which noncompliance with the communicatione
restriction clause created problems. PIET provide copies
to OIT of draft cablen and other written communications.

RECOMMENDATION
NUMBER 18

WE COULD KOT
CONCLUDE THAT

PIET I8 COAPLYING
WITH THE CONTRACT'S
HBCU PLACEMENT
REQUIREMENTS

We recowmmend that OIT define specific policies and
procedures difforentiating official and routine comeu-
nications and permit the contractor to make routine
mission communications without routing thea through OIT.
These policies and procedures should define the purpose,
nature, and methods allowed for routine cossunications
that the contractor will be pormitted to use in program—
ming, plac.ing, monitoring, and evaluating.

Contract Section C, Article 1V, D.2, Davelopment of U.S,.
Training Programa, requires PIET to pay "particular
attention...to {HBCUs). Whera possible, an HBCU should
be included as one of the suggested institutions for
academic ap well as technical placements.™ Contract
Section H.VII also establishes as an advance understand-
ing that:
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The contractor agrees that not less than ten
percent (10%) of the foreign nationals selected
for placement on or after January 1, 1987 at
U.8. educational institutions shall be in pro-
grams offered by ths [HBCUs].

Our evaluation disclosed that (1) PIET’s participant data
base contains inaccurate data related to HBCU placements,
and (2) PIET and the miessions may not always be complying
with the epirit and intent of A.1.D.’s policy on HBCU
placements. These observations are based on a review of
several differont printouts of PIET’s "Participant Train-
@e Listinga--HRCU Institutions Only™ for FY 1992 (HBCU
Report for ry 1992) and a review of the "shadow filas=*
for 23 of the 175 feollows and associatas reflected in
PIET’s HBCU Report for FY 1992, dated November 24, 19S52.
Based on our initlal observations, we expanded our ini-
tial coveraqe in an attempt to further define the cause
of the problems we identified.

During our review, we noted errors related to participant
attendance at the institutions stated and for the dates
stated. For example:

. One of the 23 participants in our initial sample was
shown in PIZi°3s HBCU Report for FY 19952 as having
attended an HBCU institution, but her file indicated
that she had actually attended a non-HBCU institu-
tion.

] Twelve short-term training associates are reflected
on PIET's HBCU Report fcr FY 1992, dated November
24, 1992, as having attended an HBCU for their
entire programs from August 26, 1992, to December
20, 1992. On another HBCU Report for FY 1992, dated
January 11, 1993, thaese same associates are reflect-
ed as having attended a non-HBCU for the first 7
weeks of their programe, and the previously-reported
HBCU for the remaining 9 weaks of their programs.
Upon further review, we were informed by a PIET
staff member that the 12 associates actually spent
only 1 week at the HBCU and returned to the non-HBCU
for the remaining 8 weeks of their programs.

4 preT's Operations Manual definus a "shadow file™ as a [ile in the Central
Office for each participant whose file is trancferred to a regional office. This
file is to be kept up to date aund is to contain coples of major documants su:h as
project implementation orders <or participanta, bilo data, training implementation
plans, participant data forms, and other program documants.
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] After reviewing our initial rample of the 175 fel-
lows and associates reflaected as now starts on
PIET's Movember 24, 1992, HNCU Report for FY 1992,
we obtained another HBCU Raport for FY 1992 on
January 11, 1993. This newe:r linting reflected an
increasa of 10 new sterta for ¥Y 1992. Because of
this digparity, we reviewad *ha two reports in
total. Wa obme:ved that of thae 10 additional new FY
1992 HBCU atarts reflected in the January 11, 1993,
listing, PIET's files revealed that only one actual-
ly started in an HBCU in FY 1992. The remaining 9
new atarts &id not enter an HBCU until January 1993.

[ ] We also noted that two aesociates in a short-term
training program were reflected as entering an HBCU
on the same day their program terminated: Auqust 9,
1992. Kk review of the "shadow filec" for thesa two
associates only revealed that they were to leave
their non-HBCU institution and arrive at the HBCU on
the dato reflected in the PIET listing, August 9,
1992. We could not discern their termination dates.
Another HBCU Report for FY 1992 prepared on March 8B,
1993, shows these two aspociataes entering the HBCU
on August 9, 1992, and terminating on August 11,
1992. (This report was prepared by OIT and is based
on input from PIET.) A PIET representative re-~
searched these cases at our request and informed us
that the two participants terminated their programs
at the completion of the portion conducted at the
non-HBCU inatitution, returned to their home coun-
try, and never entered the HBCU institution.

These disparities and inaccuracies in PIET’‘s participant
data base as it relates to fellows and aesociates attend-
ing HBCUs cause us to conclude that PIET is not fully
complying with A.I.D.’s contract requirements for track-
ing participants from the time of assignment through
completion of training. As & reuult, any HBCU and other
type reporting that PIET produces from the participant
data base has a lLiigh probability of containing signifi-
cant «rrors. In addition, if the error rate in our
nonrandom sample is, in fact, representative of the
universe of HBCU placemente in FY 1992, {t would mean
that PIET has not mat ite contractual requirement that
not less than 10 percent of its placements at U.§. educa-
tional institutions be at HBCUs.
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RECOMMENDATION
NUMBER 19

We recommend that OIf regquire FPIET to establiah

internal guality control procedures in which PIET’s re-
gloial managers (1) approve (in writing) all data eatry
formo that initiate and change such significant data
flelds as institutions attanded and dates participants
enter and terminate their programs, and (2) periodically
roview participant listing reports rfor accuracy. We aslso
recommend that PIAT roview itao data basoe for Frs 1992 and
1993 HBCU pexticipants to ensuro that all fellows and
assoclates on these roports actually attended HBCUs.

Executive order 12877, wigned by President Bush on April
28, 1989, ordered that each executive daepartmant eestab-
lish an annual plan to increago the ability of HBCUs to
participate in Fedarally sponsored programs. In March
1990, A.I.D. establiehed a 10-poarcent HBCU placement
goal. In April 1991, A.I.D.’‘s asuistant administrator
for science and technology stated:

One of the most promising areas for many
HBCUe in which to expand their levels of
International involvement {iuw A.I.D.’s
Participant Training Program.

On April 24, 1991, A.I1.D.‘s administrator stated:

Expanding the international development
potential of HBCUm continuums to be a major
interest to the Agency. Mowaver, wo have
not made substantial progreass in increas-
ing the number of participants in training
at the HB"Um.

In our analyseis of PIET's HBCU Report for FY 1992, we
observed that six associatas participated {n a 6-week
technical training program. PIET’s HBCU Report for FY
1992, which was preparod on Novembar 24, 1992, showed
that theso associates attended an HBCU for 3 days in
January 1992, A review of the "shadow files™ disclosed
that this J-day program conmisted of 2 days of travael (to
and from the HOCU) and 1 day touring the HBCU institu:ion
and attending a presentation on LDCUs. Tho trip wa
budgeted at \ coat of $2,783. The misasion approved thie
trip as being appropriate ae an additional component of
the proyram. This type of HDCU involvement does not
appear to comply with the spirit of A.I.D.'s desires to
expand the HBCU level of international involvement in
A.I.D.’s participant training program.
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In hie April 24, 1991, memorandum, the A.I.D. Adminis-
trator clarified the intent of the 10-percent HBCU place-
sent policy as follows:

HBCU participant placemants ehould be no less

than 10 percent of all new parascn-monthe of
training. [Emphesis added)

PIET has not iuterpreted ite contrart to require HBCU
placements to ke meusured in person-months. Hance, PIET
counts a one-day HBCU campue tonr by threo participants
as three HBZU placaments.

Ultimately, the responsibility for complying with
A.I1.D.‘s HBCU policy should reeide with those responsible
for making the final placement decisions--the missions.
OIT's contractor can support this mission responoibility
by identifying HBCU programp in as many cacen as possible
and working with HBCUs to improve their programm to
better match mission reaquirements.

PIET personncl atated on seveoral occawsicne that they
always include at least nne HACU program if such a pro-
gram exists. We could not verify this assertion. 1In our
review of 22 long term acaiemic program files, we nnted
only one file in which evidence existed that an HBCU
program was euggeated.,

RECOMMENDATION
NUMBER 20

PARTICIPANT AND
PROGRAM RECORD-

KEEPING CAH BE
IMPROVED

We recommond that OIT recuire ita contrector to assure
that at least one HBCU-provided progrem or alternsative
program ias offered for overy participant unleas oo HBCU
prograns exist that owet the proposed program’s require-
ments. In evary case in which the contracctor deterwines
that no acceptable HBCU program oxiats, th. placement
specialint should be required to document clearly the
reason that an HBCU program wams not offered. This docu-
mentation mshould become a permanent part of the official
file for tho PIO/P.

Contract Bection C, Article 1V, 17, Record Keeping,
requires PIET to:

s..maintain and retrieve information as needed
to track each participant from the time of
assignment through completion of training. ThLe
contractor’s record keeping sycrtem must conform
to OIT's requiraments for standarlized data on
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individual participants.

We asked OIT to provide us with its "requirements for
standardized data.” OIT providad a copy of its Quarterly
On-Site Monitoring and Bvaluation Report (Contractor
Monitoring Checklist) that lists raecords that tha con-
tractor should retein in each individual’s file. We ob-
tained from OIT and PIET the files for 59 individuals
that PIET had rcanaged. Of these, 12 were "shadow files"
and were excluded from our test for file completences.

Not all of tho elemesnts listed on OIT’s contractor moni-
toring checklist will necesmarily oxist for every partic-
ipant. Certain key olements, however, should be in each
file in order to allow analysis of the participant’s
program and the contractor ‘s perfcrmance.

Following im a summary of the file 'nalysis:
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FILZ ANALYBIS

Total Files Roviewed

Individual File Requiregent

Master Record File

a.
D.
C.
d.
e.
f.
g-
h.
i.
j.
k.
1.
m.

Cable Nomination from Mission:
Outgoing Cable to Mission Acknowledging Nomination
Outgoing Cabls Racommanding U.S8. Academic Instit.
PIO/P Received
Mission Approval Ceble Raceived
TIP fent to Mission
Call Forward Provided to Mission
Budget Worksheet Proparad
PDF Prepared
Short-Term Training: Itinerary
Visas and Medcert Approved
Academic: AETRe to Mission (22 possible)
EI: Completed Application (6 possible)
Copies of Proposal

Budget Worksheets

BWS Submitted for OiIT Approval

b. Mission Notified of Program Changes
c. Mission‘’s Cable Approving Program Changes
d. Allowance Requests for OIT Approval
e. Amended PIO/P or Cable With Fiscal Data
Monitoring
8. Visits with Anncciate; ellow
b. Records of Phone Conversations w/Aasociate/Fellow
c. Tracking of Academic Program (22 possible)
d. Current Internal Computer Data on Aesociate/Fellow
. Timely Receipt of AETRs (22 pousible)
b Record of Paymentes to Associate/Fellow
Q. Documentation of Responsas to Aswoc/Fellow Requests
h. Initial Arrival Orientation (Areas Briefed):

s Perscnal Counsmeling

. Health

. Housing

. Travel

. Allowances

a Visa Requirements

. Responseibilities While in U.S.
i. Reporting of Potential "No-Gos" to OIT
Evaluations
a. Evidence of Program Evaluation

Short-Terns
Acadenic _and EI
42 1]
Files with
Missing Date
16 8
16 10
18 12
0 0
14 9
15 3
11 7
0 o
7 6
N/A 15
0 6
3 N/A
N/A 3
N/A ]
2 3
8 19
11 23
22 13
11 13
19 25
12 28
0 N/A
12 22
4 N/A
2 3
S 25
19 25
is 22
ol 25
19 25
13 21
18 25
18 25
22 25
8 18



Section C, Article 1IV.B.12, Participant Monitoring and
Counseling, of PIET’s contract states ti;at monitoring and
counseling "...contacts must be documented in the parti-
cipants’ files.” As the above file review disclosed,
this documantation was prepared and maintained in only 45
percent of the academic program files wo reviewed and was
not prepared and maintainod for any of tha short-term and
EI program files we reviewad.

The failure to maintain complete records on each program
from assignment to PIET through training completion also

" preventa a complete avaluation of PIET’s performance in

soverel important areas. For example, S8ection C, Article
IV.B.2, Development of U.5. Training Program, requires
that "...in all casesn placement will be sought in the
most appropriate and cost effective academic or technical
program...." §&imilarly, as noted previously, PIET is
required to give particular attention to HBCUs &and in-
clude an HBCU as one of the suggestod training providers
whenever possible. Because PIET does not rotain records
of its programming efforts, we could not evaluate its
performance in theae two important areas. (As described
on pages 34 through 38, we are particularly concerned
about procurement integrity iesues; the lack of review-
able records documenting the provider selection process
exacerbates these concerns.)

We think that OIT's record keeping requirements should be
clarified and emphasized.

RECOMMENDATION
NUMBER 21

MANAGEMENT
INFORMATION BYBTEMS

We recommond that OIT’s new contract require the
contractor to assomble and maintain an "official file" on
every fellow and amsociate. It should contain a full and
complete racord of all programaing matters; cosmunica-
tions; contacta; and monitoring, counseling, and evalua-
tion efforts and results. [Bee also Recommendativn
Nuaber 8 on page 36.]

Official file maintenance will serve as a basic but
important control mechaniem to ensure that the contractor
performs consistently. It will also provide the essen-
tial data needed to teet contractor compliance with
procuremant integrity requirements and periodically
monitor ite perforwmance.

Contract Section C, Article IV.B.16, Computer Capacity
for Management Information System and Resource Center,
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PROBLENS EXIST

states:

The contractor’s computer system must enable
OIT to have on line access to the contractor’s
data base, the system must have a data base
compatible with OIT’s PTIS, and tho system must
be able t-> provide data in meadia and format
acceptable for direct transfer to the PTIS
computer data base.

PIET’'s deputy oxecutive director indicated to us that she
believes that PIET’s data base is compatible with PTIS
and that, although the asystom i@ capable of allowing on-
line access by OJT, OIT has nevsr requasted such access.

PIET's syctem has been providing data to the PTIS via
direct transfers for more thun a yeir. We could not
conclude, however, that the PIET daca bage i{is entirely
compatible with PTIS or that the data being transferred
are accurate.

In early lecember 1992, the Chief of OIT's SMIS provided
us with a PTIS listing of 563 PIET-managed faellows and
associates whose "Estimated Completion Dates™ had pasaed
or whose "Visa End Dates" had passed, but whose data
records contained no "Termination Dates,™ thus indicating
that they were still in the U.S.

We asked PIET's regional manager who currently oversees
PIET’s data operations to review a sample of entries from
the list and explain the discrepancies. He noted that
PIET was aware of the problem and was convinced that the
"errors” were occurring within OIT's system, not PIET'’s.
He proviced copies of data records from PIET'@ system
indiczting termination dates for all entries in the
sanple.

In late December 1992, PIET personnel informed us that
they had discovered that the termination date discrepancy
wat the rasult of a "program error” in PIET's system.
Although PIET and OIT have been working on this problem,
it had not been resolved and corrected as of the March
1993 completion of our fiaeldwork.

As described on pages 49 through 51, our analysis of
records and reports on HBCU placements disclosed a number
of errors in the data base and several inconsistencies
among different reports covering the same time period
that should have contained the same data.
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The apparent failure of theo contractor to maintain an
accurate data base and transfer accurate data to OIT
impairs the usefulness of PTIS for program management and
decisionmaking purposes. For example, OIT periodically
needs to assoss the average Health and Accident Covaerage
(HAC) cost incurred per training month to accurately
estimate the "premiums® to be charged against each pro-
gram. Inaccurate data, such as percone raportod as still
in the U.8. when they are not, can result in such calcu-
lations being materially incorrect.

No focal point has been dosignated within PIET for re-
solving data inaccuracy problems such as these, and no
formel procedure exists betwesen OIT and PIET for initiat-
ing corrective action. Also, neither PIET nor OIT have a
quality contrnl process in place to periodically test the
accuracy of records in PIET'es system against source
documents.

RECOMMENDATION
NUMBER 22

WE COULD NOT
CONCLUDE THAT

PIET COMPLIED WITH
THE CONTRACT'S
PERBSONNEL
COMPENSATION
REQUIREMENTS

We recommond that OIT require its contractor to:

(1) designate a banagement information system specialist
responasible for prompt resolution of data transfer and
accuracy problemas and (2) design and implement a data
guality control proceas that periodically checks data
samples againat source documents for accuracy. We also
recommend that OIT establish formal procedures for commu-
nicating data transfer or accuracy problems to the con-
tractor and requiring the contractor to initiate proapt
corrective action. We also recommend that the coantractor
be required to periodically provide OIT with a copy of
its entire data base no that OIT can amsess its accuracy.

At an exit briefing on April 7, 1993, PIET representa-
tives stated that they have hired an MIS specialist.
While we commend PIET for acting so quickly to correct
this situation, we aleo note that PIET took this action
without consulting the OIT project manager. (5ee pages
19 to 24 for a discussion of our concerns in this re-
gard.)

Contract Section H.III, Personnel Compensation, A.4,
Annual Salary Increases, stipulates that:

Annual salary increases may not exceed those
provided by the Contractor’s established
poelicy and practice. Annual salary increases
of any kind sxceeding these limitations or
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exceeding the saximum salary of F5-1 may be
granted conly with the advance written approval
of the Contracting Officer.

PIET is a joint venture of four independent organiza-
tions. BEach PIET partner hae ite own personnel compensa-
tion policies and procedures. %He reviewed each partner’s
policies and procedures, but none contained objective
criteria that support salary increase cailings.

To assess tlo reasonableness of PIET’s salary increases
during ths contract, wo attempted to compare average
annual salary incroeases of oach partner’‘s PIET ataff with
(1) the average annual sal:iry incroasa that each partner
had proposed in PIET's best-and-final coot proposal and
(2) the average ennual salnry increase of the partner'’s
non-PIET staff.

Three of the four PIST partners cooperated rfully in this
analysie by providing -equested payroll data. (The
fourth partner, TAF, refused to sond ue this information
and ingtaad told us that we would need to travel to its
San Prancisco offices t> review this information. AB a
result, we could not dotermine if TAF’'s ennual salary
increases were consistent *ith what it had proposed or if
its PIET staff salary increases were consistent with ite
non-PIET staff salary increases.) Although WLI provided
the payroll information we requested, we did not receive
it in time to allow an analysis cf WLI's non-PIET staff
salary increases,

To determine average salary increases, we measurecd indi-
vidual salary increases of perronnel on each organirza-
tion‘s payroll register from one year to the next. We
reviewed payroll registers for the monthe of September
1989, 1990, 1991, and 1992. The results of this analysie
follow:
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Per Cost Actual

Proposal 2/89-9/90 2/90-9/91 9/9}1-9/92

AAI
PIET Steff 3.00% 9.72% 4.42% 7.43%
Non-PIET Staff N/A 4.87% 0.46% 5.77%8
— AMIDRAST
PIET Staff 4.00% 10.48% 9.63% 6.67%
Non-PIET Staff N/A 10.79% 7.30% 7.218

t WLI

'
PIXIT Staff 4.00% 12.32% 5.83% 9.440

The above analysis is not concluasive proof that PIET’s
salary increases evidence defective pricing or were
abusive in magnitude. The above analysis only focused on
employeaes who remained on each partner’s payroll from one
year to the next. The effect of staff turnover at dif-
ferent salary rates could impact these results in one
direction or the other.

To estimate the potontial effect of these higher-than-
propoered salary increases, we performed a pro forma
computation to determine their impact on salary and
salary-related costs (fringe benefits and indirect costs)
through the first three contract years. Total proposed
core support (i.e. not counting salary costs for buy-ine
and partialiy financed fellows and associates) palary and
salary-related costs for AAI, Amideast, and WLI for the
first three contract years was $11,063,643. Our pro
forma analyeis indicatese that, holding all other aspects
of PIET's cost proposal constant and calculating only the
effect of these higher salary increase porcentages, total
core support salary and salary-related coats would be
$12,227,656. This repraesents a probable coat over-run of
$1,164,013 or 10.52 percent for these three partners, and
only through the third contract year.

Office of Management and Budget (OMB) Circular A-122
(Cost Principles for Nonprofit Organizations), Attachmant
B.6.d (Compensation for Parsonal Services) states:

Certain conditions require special consideration and
possible limitations in determining costs under
Federal awards where amounts or types of ccmpensa-~
tion appear unreasonable. Among such conditions
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are...any change in an organization’s compensa-
tion policy resulting in a substantial increase
in tha organization’a lavel of compensation,
particularly when it was concurrent with an
increase in the ratio of Government awards to
other activities of the organization....

To the extent that PIET can ba considared a separate
entity, the award of thie 4-year contract resulted in a
drastic “incroase in the rctio of Govornment awards to
other activities,” because without the award, PIET's
Government activity would have been zoro. During the 4-
year contract paeriod, PIET was not burdened by competi-
tive pressures to control costa.

RECOMMENDATION
NUMBER 23

We recommond that OIT includo a moasurable and
enforceable coat control provisior in its new contract;
and exercise groater ongoing oversiyht over the contrac-
tor to ensure that the coat reimbursable contract im not
abused. We also recomwzond that OIT ask the A.I.D. pro-
curing contracting officer to have a pre-award audit of
the nev contract perforwed in order to assure that pro-
posed costa, including proposed salary incroases and
other ascalation factora, are supported by historical
data. (We have alaso recozmended that OIT ask the con-
tracting officer to have a financial and coapliance audit
of the current PIET contract performed [see Rocomwenda-
tion Number 17). OIT should ask the contracting officer
to assess whether any evidence of defective pricing
exists.)

PIET officials represented to us that "no salary costs in
excess of the FS-1 ceiling are charged to the contract.”
Our analysis indicated that this assertion is not totally
accurate.

PIET has had two employees whose salaries exceed the FS-1
salary ceiling. The portions of these employees’ sala-
ries that exceed the FS5~1 limit are charged against the
PIET contract and (according to PIET officials) lacer
reversed out of contract costs via quarterly journal
entries.

On December 17, 1992, we requested copies of the journal
entry documentation of these transactiona for the quar-
ters ended Dacember 30, 1991, and March 31, June 30, and
Beptember 30, 1992. Yrollowing (s a summary of the time
elapesing from when these unallowable charges were made
against the contract to when the adjueting entries were
reportedly made.
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Weeaks

Following

—Montk  Date of Mijusting Eotry _Pavroll Mopth
Oct 1991 February 20, 1992 16.0
Nov 1991 February 20, 1992 11.5
Dec 1991 February 20, 1992 7.0
Jan 1992 May 13, 1992 15.0
Feb 1992 May 13, 1992 11.5
Mar 1992 May 13, 1992 7.0
Apr 1992 December 28, 1992 35.0
May 1992 December 28, 1992 30.0
Jun 1992 December 28, 1992 26.0
Jul 1992 December 28, 1992 21.5
Aug 1992 December 28, 1992 17.0
Sup 1992 Derember 28, 1992 13.0

Average 7.5

The amount of each quarterly adjustment ranges from
$8,943 to 510,976 for the quarters we reviewed. Although
these amounts are not large in relation to the total size
of the contract, charging these unallowable coste to the
contract-~even temporarily--ie improper.

We also noted that the effect of the adjusting entries
being made is to mova trese costs from a direct cost
account to an “"unallocable overhead" account. Thie ie an
incorrect treatment and results in an overstatement of
AAI‘’s indirect cost rate.

OMB Circular A-122, Attachment A, paragraph B.3. states:

The coste of certain activitieo are not allow-
able as rharges to Pecarai awards....However,
even though thue ccets are unallowable tor
purposes of computing charges to Faderal
awards, they nonetheless must be treated as
direct coets for purposes of determining indi-
rect coat rates and be allocated thiir share of
the organiration’s indirect costs if they rep-
revent activities which (1) include the sala-
ries of personnel, (2) occupy apacae, and (3)
benefit from the organization’s indirect costs.

RECOMMENDATION
NUMBER 24

We recoamend that OIT reqguire PIET to subamit supporting

documentation to show that amounts in exceass of the
F8-1 limit have beon removed from contract costs for all
montha of the contract. V¥We alao recoamend that OIT
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advise (in connection with Recommsendation Number 17) the
contracting officer to evaluate the impact of the incor-
rect treatment of these unallowable direct costs on AAI’s

dndirect cost rates.
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Chaptar S

REPORT ON INTERNAL CONTROLE AND COMNPLIANCE

INTERNAL
CONTROLSB

Our evaluation was performed in accordance with generally
accepted Government &uditing stendards spplicable to
performance avaluations. Those standards reguire that we
(1) assess and report on ti:e evaluated entity’s internal
control structure as it relates to the evaluation objec-
tives; and (2) ascess and report on compliance with
applicable requirements of lawe, regulations, &nd con-
tract terms when necessary to satisfy the evaluation
objectives. This chapter sumnarizes the results of our
evaluation in thesec regards.

In planning and parforming our evaluation of thae contract

between A.1.D. and PIET, we assaassed the contractcr’'s
internal control stiucture to the extent deemed necessary
to plan and conduct the evaluation and form conclusions
related to the evaluation objectives and not to provide
assurance on the internal control structure.

PIET's management is responsible for establishing and
maintaining an internal control structure. In fulfilling
this responsi®ility, estimates and juayments by manage-
ment ure required to assess the expected benefits and
raelated costs of internal control structure policies and
procedures. The objectives of an internal control struc-
ture are to provide management with reasonable, but not
absolute, assurance that assets are safeguarded against
loss from unauthorirzed use or disposition, and that
transactions are executed in accordance \.'ith management’s
authorirzation and recorded properly to perni* the
preparation of financial statements and reports and other
required documentation under the contract. Bacause of
inherent limitatione in any internal control structure,
errors or irregularities may nevertheless occur and not
be detected. Also, projection of any evaluation of the
structure to future pariods is aubject to the risk that
procedurea may become inadequate bacause of changes in
conditions or that the effectiveness of tho design and
operation of policier and procedures may deterjorate.

For the purposes of this ruport, we classified the sig-
nificant control structure policies and procedures aa

those relating to ensuring conpliance with lavws, regula-
tione, and contract terms that have a significant impact
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on the contractor’s performance. These are control
procedures ralated to Governmseant procuremant ragulations
(Federsal Acguisition Regulation and OMB Circulare) and
the specific performance areas delineated in the con-
tract.

For these internal control categories, we obtained an
underastanding of the dasign of relevant policies and
procedures, determirned if they have been placed in opera-
tion and we assessed control risk.

We noted certeain mattere involving the internal -~ontrol
structure and its operation that we consider to by re-
portable conditions. Raportable conditions are matters
coming to our attantion relating to oignificant -Adeficien-
cies in the internal control structure design or
operation that, in our judgment, could adversoly affect
an organization’a ability to record, process, summarize,
and report financial and other data consistent with
mansgement ‘s assertions in the finencial statemanto and
other reports. These raeportable conditions areo as fol-
lowe:

1. As discussed on pages 19 through 22, we concluded
that the contractor needs to atrengthen its control
proceriures designed to ensure that no activities
except those expressly called for under the contract
are performed without prior OIT approval.

2. As discussed on pages 31 through 34, we concluded
that the contractor neads to improve its cost ac-
counting procedures to enable a more precise deter-
mination to be made of the core servicaes costs of
particular activities.

3. As discumssed on pagaes 34 through 38, we concluded
that the contractor needs to strengthen its control
procedures related to selecting and documsnting the
selection of training providers to ensure that
programs recommended to missions are tha most appro-
priate and cost effective programs availablae and
that no conflicts of intereat affect these recommen-
dations.

4. As discussed on pagaes 53 through 56, we concluded
that the contractor needs to improve its recorua
keeping and record retention procedures for docu-
menting the programming, placement, and managemant
of fellows and asmsociates.

66



COMPLIANCE

5, As ¢iscussad on pagss 56 through $8, we concluded
tha’ the contractor needs to stranjthen its controls
over the accuracy of participant data compliled and
transferred to OIT’s PTIS.

6. As discussed on pages 24 through 30, we concluded
that the contractor needs to strangthen its proce-
duras for obtuining an accurate etatus of TJF Pro-
gram fallows’ progress (particularly with respect to
the potential need for program extensions) and
reporting this information in a timoly and thorough
manner to missions.

i

A material wzaknoss is a roeport=hl~s condition in which

the design or opsration of tha spacific internal conrtrol

structure elements does not reduce to a relatively low
lavel the risk that errors or irregularities in amounts
that would be material (n ralation to the program being
evaluated may occur and not be detected within a timely
period by employees in the normal course of parforming
their assigned functions. our consideration of the
internal control structu ‘e would not necessarily disclose
all reportable conditions and, accordingly, would not
neccsearily disclose all raportable conditions also con-
sidered to be material weakresses ae defined above. In

our opinion, the conditions described in paragr-phs 1

thrcugh 5 above are material weaknesses.

Compliance with applicable laws and regulations related
to the contract is the responsibility of PIET management.
As part of our evaluation, we evaluated compliance with
certain proviasions of laws, ragulations, and the con-
tract. Our cbjective ‘as not, however, to provide an
opinion on overall com'.iance with all laws and raequla-
tions.

Chapter 4 of thi. report identifies and describes all
areas of noncompliance notsd during our evaluation.

Material instances of noncompliaico axe failures to fol-
low requirements, or violations of prohibit.ons, con-
tained in mtatutes, regulations, or tine cvontract that
cause us to concluda that the aggregat.ior of the mia-
statements rosulting i1rom thosa failu:-es or wviolations
could be imatarial to thw financial stcotemants or other
products of the contract. The results ol our evaluation
of compliance disclosed the following materiesl instance
of noncompliance:
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. As discusaded on pages 45 through 48, PIET has
not complied with some of the contract’s ac-
counting and reporting reguirements.

We corsidered this material insctence of noncomp) iance in
forminy ocur evaluation results, conclusions, and recom-
mendations. Because of this wmaterial instance of noncom-
pliance, we ware unable to svaluate certain aspects of
the contractor’s performance. Our ovaluation report {is
qualified due to this scope limitation.

Except as described above, the results of our evaluation
indicate that, for the mattars and documentation evaluat-
ed, PIET complied in ell material respacts with the
provisions of applicable laws, regulations, and contract
terms. For the matters and documentation not evaluated,
nothing came to our attention that caused us to believe
that PIET did not comply, in all material respects, with
those provisions.

This report is intended for the information and use of
the Agency for International Developmént, Office of
International Training, and should no® ba used for other

purposes.

COTTON & COMPANY
Ceartified Public Accountants

March 18, 1993 By:

David L. Cotton, CPA, CFE



Chapter 6

VIEWS OF A.I.D. AMD PIET OFFICIALS

We had several mc~.ings with various OIT and PIET pereon-
nel throughout ov. eveluation during which we diccussed
preliminary conclusions and recommendations. Ae we
neared the completion of our fieldwork and the initial
draft of our report, we met with OIT and PIET officials
to discues the report’s contents.

On Harch 26, 1993, we mot with the following OIT parson-
nel to discuss their reaction to and questions about the
initial draft report:

James Washington, Acting Director

» Carolyn Coleman, A.sistant Director, Participant
Programming Division (PP)

. Rita Evans, Acting Project Officer

. Thomat Donnelly, Assistant Director, Policy, Evalua-
tion & Technical Apsistance (PETA)

» Alan Kreger, Chief, Statistical Information Manage-
ment Staff (SIMS)

] Judy McKeever, Assistant Director, Resources and

Support Division (RS)

On April 7, 1993, we met with the followirng A.I.D. and
PIET rersonnel to discues the draft report’s conclusions
and recommendations:

James Washirngton, Acting Director, OIT

Carolyn Coleman, Aesistant Director, PP, OIT

Rita Evang, Acting Projuct Officer, OIT

Thomas Donnelly, Aspistant Director, PETA, OIT

Peter Hartjens, Chief Financial Technical Advisor,

PETA, OIT

Alan Kreger, Chief, SIMS

Judy McKeaver, Assistant Director, RS, OIT

(] Robert Schmeiding, Evaluator from A.I.D.’s Center
for Development Information and Evaluation

@ Laurance Bond, PIET Executive Director
Pamela McCloud, PIET Deputy Exaecutive Director

[ Warren Ruppel, PIET Chief Financial Officer
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PIBT provided us with both oral and written comments on
the draft report at the April 7, 1993, meeting. A.I.D.
personnel provided oral comments at both of the aforemen-
tioned meetings. PIRT'’p written comments are contained
in Appendir c.

We carefully coneidared all of these commente on the
draft report and have revised the report ae appropriate.

As noted above, PIET’s writton commants on the draft
report are in Appendix C. Baelow are the 10 major PIET
comments (in italice) followed by our respenaasn.

l. PIET reguests that the torms "roportable conditions,*
*material weaknesses," and "meterial instances of noncom-
pliance* be romoved from all applicable mections of the
report because, as defined by the American Institute of
Certified Public Accountants, they apply only to audits
of financial statements, not to prograr: voerformance
audits.

After careful coneideration of this request, we conclude
that these terms are appropriate in the context of this
report. We think the terms used in this report are
easily understood and adequately convey our intended
meaning. Nothing in SAS 60 prohjbjites the use of the
generic terms "reportable condition,"” "material weak-
nees,” and "material instance of noncompliance" in per-
fo.mance evaluations. Rather, SAS 60 states that these
tere pust be used in financial statement audits. Simi-
larly, SAS 68 contains no prohibition. As PIET notes,
neither S8AS 60 nor SAS 68 were applicable to the work we
performed. Our report no longer indicates that these
terms ap we use thom were defined by the American Insti-
tute of Certified Public Accountants.

The six internal control weaknesses listed in Chapter §
are "conditions™ that we deem to be "reportable,”™ because
we think they need to be corrected to ensure that Pederal
funds are adequcotely safeguarded and expended only for
necessary purposss and in reasonable amounts. We think
the first 5 conditions are "material,” because they are
conditions "having real iamportance or great cor.segquen-
ces"® related to our evaluation. The term "materjial

’ Webster’s defines material as "having real importaonce or great consequences
[e.g.] factors material to the investigation."
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weaknesses™ is also consisten. with the guidelines issued
by the Office of Management and Budget (OMB) for report-
ing management control weaknesses under the Pederal
Managers’ rinancial Integrity Act.

Chapter 4 of our report ldentifios eix matters that we
think are eignificant instances of noncompliance. We
conclude that the first matter discussed (PIET has not
complied with the contract’s accounting and reporting
requiremants) is more significant than the others and
identified it ao "material"™ to make this distinction
Clear.

PIET notas that the torms wo use have a "esignificant and
well-recognizad moaning in formal audit cizcles.” We
agree. This is precisely why we unod these terms. As
PIET notes, we did not use the exact reporting language
contained in either SAS 60 or SAS 68 but, instead, modi-
fied that language to indicate clearly our intended
meaning of thesec terms as they relate to this performance
evaluation. Although we did not perform a financial
statement or incurred cost audit, those control waak-
nesses and noncomp)iance mattera are such that they can
materially affect tne reporting of costs under the con-
tract.

2. PIET roquests that Cotton & Company reconsider Recom-
mendaticn [#17].

We carefully reconsidered our recommendation number 17
and continue to think that a financial and compliance
audit of the contract is neaded.

An audit of this contract is warranted because of PIET's
failure to account for and report buy-in costs gnd be-
cause Governmant and contractor controls over the expen-
ditures of large amounts of Federal funds were lacking.
PIET's failure to adhere to the contract‘’s coet account-
ing requirements exacerbates these basic concerns and
creates additional opportunities for epending abuse under
tha contract. In a meeting on December 14, 1992, PIET's
Cro stated that he doves not raeview the costs claimed by
the other three partnezs; he moerely compilas them to
r‘atermine the letter-of-credit drawdown amount neaded.

He aleso stated that no one in A.I.D. has ever raised any
questions about his expenditure reports. We spacifically
asked for an axplanation of the amounts being reported as
buy-in expenditures as of September 30, 1992, and PIET
did not respond directly or in detail. PIET's ability
under this contract to spend Government funds with little
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or no Governmant scrutiny or internal budgeting con-
straints results in a situation highly wvulnerable to
waste and abuse.

We agree that the four PIET organizations each undergo
independent audits annually. %o disagree that this
"single audit™ coverage is adequate to protect the
Government ‘s interest. These "single audits” require
only limited testing of compliance and result in no
financial statement opinions on a contract-by-contract
basis. For example, the indepandent audit report of The
Asia Foundation (TAF) for one year states: "Our testwork
included a sample of over 150 direct and indirect costs
charged to foderal programs.™ In that year, PIET con-
tract coste were 15.3 porcent of TAF’'s tctal Federal
program expenses. If the 150 sample itcme were distrib-
uted evenly among Pederal programse, then the auditors
teested only about 23 PIET contract transactions. (Even
if all sample items had been PIET contract transactions,
we do not think the audit coverage would have bsen ade-
quate to addrees the internal control and compliance
concerns we identified.)

The "single audit"™ reports contain conclusions based on
limited testing of certain aspects of compliance for
certain Federal programs. None of the "single audit"
reporte that we reviewed for the four PIET partners
identified as an inatance of noncompliance PIET's failure
to account for and report buy-in coets and levels of
effort. They also did not note the other instances of
significant noncompliance disclooed during our evalua-
tion. The auditcre either failed to test for these
significant contract requirements or concluded that the
noncomplianca with these raquirements wae not reportable.
As noted in this evaluation report, based on our more
focused evaluation of contract compliance, we identify
six significant areas of noncompliance.

One of the principles of the single audit concept is that
Federal agenciece may still audit specific contracts and
grante, but should avoid duplicating work done by other
auditors. Implicit in our recommendation is that a
review of the independent auditore’ workpapars should be
a starting point for the recommended audit. After assur-
ing that no audit steps are duplicated, we think the
Federa)l auditors should focus additional testing on the
vulnerabilities and weaknosses described in this evalua-
tion report.

72



PIET has misinterpreted our comments regarding its ac-
counting system. Determining the adequacy of PIET's
accounting system was not within this evaluation’s scope.
Mothing, however, came to our attention to indicate that
the system ie inadegquate. In fact, wae think that the
system is capable of the required ccst accounting and
reporting, but that PIET has not implemanted the account-
ing procaedures for such accounting and reporting. All
that PIET should have to do to enable its system to
account for and report costs es required by the contract
is (1) assign epecific job cost codes for individual buy-
ine, and (2) instruct employees to record timae and ex-
penses allocable to those job cost codea. PFollowing our
fielrdwork, PIET provided information indicating that one
of the four PIET partners (WLI) has such a system. PIET
did not aexplain fully why this partner’s buy-in costs had
not been reported and did not indicate that the other
three partner had adequate buy-in cost accounting proce-
dures.

PIET statas that no partially financed participants were
ever assigned to PIET. OIT provided us with data that
shows that partially financed participants wara assigned
to PIET.

3. PIET roquests that all roferences to non-PIET-pro-
grammed participants bao removed from the report.

Our svaluation had two basic goals: (1) to evaluate
PIET's performance and compliance and (2) to identify
ways in which the contract (and the TJF Program) can be
improved. 1In view of the fact that PIET ie in the final
six months of ite current contract, we think that OIT's
primary intereot relates to the lattor goal. 1In our
report, we clearly identify situations related to non-
PIET-managed participants. We include those situations
in our report because they illustrate and support specif-
ic recommendations for contract and program improvement.

We agree that it is worth determining the extent to which
PIET-managed participants were included in the audit of
the Indoneasian participant training program by the A.I.D.
I1G, and we encourage OIT to ask the IG for this informa-
tion.
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4. PIET requests that Cotton & Company clarify the page
[53] reference to PIET's intorprotation of its contractu-
" al requirement regarding HBCU participation.

We do not think our raeport needs to be changed. It is
clear by the A.1.D. administrator’s April 24, 1991,
memorandum, that A.I.D. wante tha "10 parcent placement”
requiremant to be msasured in participant-montha. We
think that, to the extent PIET became eaware of this
cdosire on A.I.D.’s part, it should have conferred with
OIT to asocuro that it’‘e reporting roflacted A.I.D.’‘s
objectives. %o do not think that A.I.D.'s participant-
month meaguremant basis iz neceossarily “"inconeistent with
the specific language of the contract.” Rather, we think
that PIET chose to adhere to its narrower interpretation
despite its awarenoos that A.I.D.’s intent was otherwise.

5. PIET requests that Cotton & Company remove the words
*high probability" on page [51].

We reviewed several PIET reports on HBCU placements and
noted numerous instances in which data were either erro-
neous or were inconsistent with other HBCU reports cover-
ing the same time period. Ve a)so reviewed two reports
prepared by OIT that listed 723 discrepancies between
P1ET's data base and OIT's data base. (The first report
contained 568 dimscropancies, and the second report,
prepared after corrective actions by PIET, contained 155
discrepancies.) The fact that OIT’'s data base consists
of data transmitted to OIT from PIET indicates that these
discrepancies should not exist. After initially ampert-
ing that the errors were caused by OIT, PIET later agreed
that they were caused by its own p.»gram.

We think thut our conclueion regarding the likelihood of
reporting errors is justified.

6. PIET reguesta removal of the File Analysis on page
[55)] because it is rnot based on standardiszsed data 1e-
Quirements.

OIT’s reprepontative stated that the Contractor Monitor-
ing Checklist \p intended to indicate the ~equired con-
tents of participant files. Wo agree ihat certain ele-
ments on the checklist may not be applicable in all
cases. Others, however, are applicable, and we think OIT
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can discern the differences and impacts. The file analy-
sis demonstrates the need for "ctandardized data require-
ments." Accordingly, we have not removed the file analy-
eis from the report.

7. PIET requests that Cotton & Company amend its discus-
sion of PIET's evaluation program.

We revised our report elightly to clarify our point that
the individusl evaluation instrumante are not provided to
OIT and the miseions. Consequently, the poueibility
exists that nagative criticisa of PIET’s porfornance by a
fellow or aesociate will not be seon by OIT or the mis-
sion. Further, even if PIET includes nogative criticism
in the summary reports, this information is not raceived
by OIT until well after the program has been coumpleted
and the summary report has been prapared. PIET’'s Opera-
tions Manual and other internal procedures provide only
for pummai y reports to be provided OIT, bureaus, and
miseions. Under PIET’'s current procedures, the opportu-
nity exists for PIET to filter negative criticisms out of
its reports.

PIET's Operations Manual, Procedures for lndividual
Evaluations (Academic and Technical), provides for its
subcontractor, Creative Associataen, to produce annual
reporte by region or country. PIET's deputy director
informed us that the fellows’' aevaluations are provided to
Creative Aspociates, but the subcontractor has not had
sufficient volume to prepare annual reports by region or
country. In Dacember 1992, the PIET deputy executive
director informed us that individual evaluations are not
sent to miasions. 1In addition, the PIET deputy executive
director provided us with a list of the evaluations that
Creative Associates was requested to parform for the
period Fehruary 1989 to Jeanuary 1993. This listing does
not indicate tnat the PIET subcontractor was to perform
any synopses of acadamic fellows programmed snd placed by
PIET. PIET’s subcontractor did, howsver, prepare a
comprehensive report: Assesament of Academic Training
Programa runded by U.S. A.I.D., 1988-1991. The report is
dated October 1992. Also, as stated on page 43 of this
report, our visits to three missions confirmad that
mismions do not receive individual evaluations.

PIET's coaments are based on the premise that all partic-
ipant comments are included in the summary reportr. Our
view remains that sound quality management practices
dictate the need for direct feedback on contractor per-
formance to OIT from every fellow and associate.
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PIET's comments improperly state that our report suggest-
@d that the evaluation instruments should be linited to
"focusing primarily on the guality of training mr-ovided."
PIET’'s use of "limited” takes our c¢oomment out of context.
We suggest that, while the current evaluation ,uentions
are relevant, wi& think simplified and shortened question-
naires focusing primarily (but not necesearily only) on
OIT’a primary avaluation cbjectr.ives may be more benefi-
cial. We do not state that the qQuestionnaire ba directed
enly at obtaining comments on the quality of training
received by the follows or associates.

PIET states that our characteriration of the content of
technical evaluation reports was incorrect, because
"[a)ll euch reports contain recommandations or sugges-
tions for improvemant whaen warrantad by the data.* We
have revised our report to indicate that the reporte we
reviewed did not contain recommendations for program
improvement or actions needed for follow-up.

8. PIET requests that Cotton & Company amend its esti-
mate of the level of effort associated with contractor
implementation of the presr release program.

We think the time required to prepare and issue press
releases as recommended will, in relation to other work
being performed, be minimal. We are confident that OIT
can make an accurate cost-benefit assessment before
implementing this recommendation.

$. PIET 1wquents that Cotton & Company reconsider the
relative emphanis placed on a single participant case in
its discussion of monitoring and feedback to missions.

To clarify our concernn regarding monitoring and feedback
as they relete to PIET, we added statistics pertaining to
the timeliness of AETR reports based on a review of a
sample of PIET participant files. Our primary focus on
this imsue, however, was raelated to program improvement
opportunities. The Indonesian case {llustrates saveral
troublesome ampects of this complex issua and highlights
the fact that communications problems among PIET, academ-
ic advisors, participants, and mlssionmr can preclude
optimum program management and result in increased costs.
As PIET notas, we wore coreful to point out that we did
not conclude that this case was necossarily representa-
tive of PIET's parformance in other casecs. This case
clearly {llustratos, howaver, a significant area for
program and contract improvement.
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10. PIET reguests that Cotton & Compeny reconsider the
relative omphasis placed on PIET's noteworthy accomplish-
;ents.

As requasted, we reconsidered the reliative emphasis
placed on PIZT's noteworthy accomplishmente. We think
the relative eaphasis ls correct.

As we otated in our acope limitation section, we could
not "documant progress to date,” bacaume there vwere no
quantitative weasures in the contract against which
progress can be maasured. We wore &ble to “evaluate”
PIET's "conformance™ with soms aspectas of its contractual
requirements, and our conclusions regarding that part of
the evaluation are preosented in Chapter 4 of this raport.

We think the relative emphasis in the report reflecte
correctly our evaluation results and conclusions. We
included the case description in the report, because it
clearly conveys an area in which we concluded that PIET
performs particularly well. We do not think that the
report can be interpreted as mesaning that thie wana the
only example we noted cf PIET's poeitive parformance.
Indeed, we think the ovaerall conclusion stated in the
report conveys clearly that we viewad PIET'e overall
performance positively.

In terms of ovarell report "balance,” we think {t is
important to keep in mind that the report presents poth
conclusions and recommendationns related to contract and
program improvemant areas (Chapters 3 snd 7) as woll as
conclusions and recommandations related to PIET's perfor-
mance and compliance with the contract (Chapter 4). 1In
thie regard, tha report prepents 21 recommendations
related to areas in which we think the contract or the
TJF Program can be improved and B recommendatione related
to PIET's compliance or performancae,

As noted previounly, wo think OIT‘e primary interest at
this point in time is on ways to improve its contract and
the TJ? Program. Accordingly, we think it is reasonable
and necsasary to devote more space to detailing areas for
improvement than to describing specific examples of
positive parformances.
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Chajpter 7

I88UES NEEDING FURTHER STUDY

CONSULTATION
WITH A.I.D.'8B
OFFICE OF
PROCUREMENT

HANDBOOK 10
REVIBIONS

EVALUATIONE OF
COMPETING
CONTRACTS

Our svaluation disclosed numarous isgues that we recom-
#and OIT aevaluate ‘'rther. Most of thase issues are
addressed directly by the recommendations contained \n
Chapters 3 and 4 and sum.arized in Appendin A. Rather
than repoat any of these recommendations again in this
chapter, wa pregont iosues here that are not cpecifically
addressed by othaer recommendantions in the report.

6

Both Chapter 3 and 4 contain numeroums recommendations
relatcd to adding epecific provisions to future OIT
contrects for TJF Program support. We recommend that OIT
consult with A.I.D.’m Office of Procurement to determine
how thesa recommendations can be incorporatid into future
contracts and other ways o strengthen OIT’s ability to
manage and contro) the contractor.

We understand that OIT ie in the process of ra-writing
and updating Handbook 10. To the extent OIT concurs with
this report’'s conclusionsa, we recommend that OIT take
stepn to assure that the revised Handbook 10 incorporates
this report’'s recommendaticne wherever esppropriste.

As ncted on page 22 of thias repcrt, the porcap.ion existe
that use of the PIPT contract may be wmore coetly to
missionys than use of othar contracts. We rocommend that
GIT conduct raviews of a sample of mission-direct con-
tracts to detearmine (1) how the typas and levels of
service provided under thoese other contracts compare with
the type and level of swrvicss provided by PIET, and (2)
how the costs of thess other contracte comparae with the
cost of the PIET contract. In addition, & carefully
designod survey questionnuire msent to mismion training
officerm will provide a msans of aseessing the compara-
tive banefits, coaste, and quality of the universe of
contractors providing services diract:ly to missions.
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THE TJY PROGRAN'S
S8TATURE OHOULD BE
BWHANCED AND THE
PROGRAM BHOULD

BE PROXOTED

Several interviewees expresced the Lelief that the TJF
Program ic one of the United SBtates’ most successful and
cudt-affective foreign aid programs. Little appears to
be known, howaver, about the program by the genasral
population either in the U.§. or abroad.

We think that the TJF Program should (and can if promoted
properly) posceea the staturo and prestige of other
similar oducational programs such as the Rhodes S8cholar-
ship and the Pulbright Faellowship programs.

Elevating the reputation and stature of the TJF Program
will; yield at loast two major poasitive outcomas. PFirst,
it will enable miosinons to do a batter job of identifying
and recruiting the bost and brightest applicante for the
program. Thin will elavate the progrem’'s status even
higher over time as these individuale rise to prominance
in their countrias.

Second, from a program management viewpoint, program
promotion will allow OIT to at“ract and take advantage of
opportunities for ion-government participation in and
support of the procgram. Yor example, airlines may be
willing (and anxiousm if the program {s well enough known)
to contribute travel for fellows and asmssociate?. Simi-
larly, large computaer msnufacturors may be willing to
loan or contribute computers fcr use by fellows and
associates. Ultimately, Lf prominence and reputation
reach high enough levels, OIT may be able to place per-
sons in institutions offering reduced fees and tuition.
These typeas of cost-saving opportunitiaes could be signif-
icant and prove vital to preogram continuation.

We racommend that OIT consider dev ‘cpinyg a public rela-
tions cempaign designed to publicize and promote the TJF
Program and sxplore ways to expand itg non~governmant

support.

Risks are associated with this recommendation. The
general public‘a initial perreption of the program may be
that it ie not cost effective and that the program’'s
funding ehould be cut or eliminated. Thus, wo think that
program promotion should bw coordinated carufully with
OIT’'s present efforts to (1) improve post-program follow-
up of participants, and (2) document the program’s suc-
cesses.
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PRBSS RELEASES WILL
BUPPORT SEVERAL

TIJ¥Y PROGRAM
OBJECTIVES

Other raecoemsndations in this report focus on two issues
that &leo can ba eupported if DIT’s contractor prepares
and issues pross releases describing the programs of
fellows and aassociates,

We have recommanded that OIT take staps to assure that
fellows and associates are aware of the TJF Program’'s
country davciopmunt objectivese and how their individual
programs eupport thase objectivas. Wo also recoamend
that OIT take atops to enhancoe the 31JF Program’s stature
and reputation (seae page J1). OIT has slready bean
stressing the importance of follow-up programe designed
to keep track of fellows and ewsociates and keep them
dedicated to the program’s purposes.

We think that all three c¢f these objectives can be sup-
portad very cost affoectively by iasuing preass resleases in
connection with placement and program completion activi-
ties.

We recommend that OIT consider roquiring ites contractor
to draft and distribute press releasvs at the start and
end of each program as a routine part of its managoment
of each fellow’'s and associate’s program.

A press relesse should be prepared at the start of each
program for distribution (i) to media in the U.S. loca-
tion where the participant will etudy and (2) to the
mission for review and dietribution tv the media {n the
participant’s country. This presa releane should de-
scribe briefly the participant and his or her bhackground,
the participant‘s planned area of study and trafning
institution in the U.S5., and the purposa and objectivas
of the TJF Program.

A press releanse should aleo be prepared st the successful
conclusion of @aach participant’'s .rcgram. Thi. press
release should elen be want *o madia {n U.85. locations
whare . he training occurred and to the mission for review
and distributfon upon the pa.ilcipant‘s returrn. It
should describe briefly the participant and his or her
backyground, educational or training accomplishmaents in
the U.B., planned employmant upon return to country,
purpose and objectives of the TJF Program, the specific
project that supported the participant, and how the
participant will support these objectives.
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These press releases should take minimal time to prepare
and would be a cost-effective means of promoting the
program, énhancing the program’s etature, building the
esteem of individual participants, and impressing upon
the participant tha country development program purposa.
Periodic in-country publication of articles about the TJF
Program and specific fellows and associates will also
support the mission‘’s follovw-up efforts.
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Appendix A

SUMMARY OF RECOMMNENDATIONE

Recoamendation

— Munber

Report
-2rge

21

22

29

30

To facilitate OIT’s review, discussion and implementa-
tion, this appendix reprints in summary form the recom-
mendations contained in Chapters 3, 4, and 7 of this
report.

Recoemandation

Recogmendations Related to Contrect Improvements

Batter control over contractor performance and cosets cean
be attained by (1) narrowly defining the core services
OIT vants its cortractcr to perform, (2) strictly prohib-
iting tha contractor from parforming work cuteide this
basic scope without contracting officer approval, and (3)
including contractual provieions for discrete and well-
defined additional taske.

We recoumend that OIT’'s new contract incorporate a desig-
nated “contracting officer’s technical representative-
(COTP). All technical directinn to the contractor should
come from thies single individual and uhoul? be conveyad
in writing and prior to any work beyond the contrac’ o
core services ie commenced. The contract should specify
that the contractor is to take basic contract technical
direction only from tha designated COTR snd only when
such direction is ir writing.

We recommand that OIT‘'s new contract include language
placing greater emphaeis on the importance of timely,
complete, and detailed ronitoring feedback to the mis-
sions and the paramount importance of timely notification
of the possible need for progran extensicne. We alsoc
recommend that OIT reacsess the usefulness of the AETR
form and revise the form to (1) mik2 it clear that com-
pletion of all fields {s» mandatory and (Z) allow more
room for academic advicor and contractor comments.

We recommend that OIT stress, both in its new contract
and in ite revised Handbook 10, the importance o! meking
each fellow and associate aware of (1) the TJIF Program's
country development purposss and (2) how each individual
program supports these purposen,

82



Recommendation Report

¥umberx

5

-Page

31

32

36

36

36

Racormendation

We recommend that OIT redesign its "Conditions of Train-
ing” form to placc greater emphasis on the program devel-
opment commitment to which fellows and associates agrae.
Missions should be allowed and encouraged to vary the
duration of the in-country ssrvice commitment required
based on the type and cost of a program as woll as other
country-spoecific characteristics.

We recommend that OIT incorporate into its new contract a
requirement that the contracior have in place and func-
tioning a cost accounting eystem that accumulates, sagre-
gates, and reports the cnsts of long-term, schort-term,
and EI program management.

We recommend that placement speclialists be recuired to
assess alternative training providers even when missione
have preselected the training providers. This will
ensure that the best and most cost-affective providers
are selected, and it will serve as a control to protect
4gainst improper (or even illegal) provider selection
decisions by mission personnel or in-country project
personnel. The bases for contractor recommendations and
mission selections should be documentad in the official
files and retained for periodic OIT review.

We recommend that OIT require its contractor to document
the basis for selecting and recommending every program.
The official file (see a2lso Recommendation Number 22 on
page 58) should indicate whether or not the proposed
program’s cost is based upon the academic or training
institution’s publishad prices. 1In every instance in
which the program cost is not based on an institution’c
published prices, the file should contain a full and
complete record of how the inetitution was selected,
including (1) the extent of competition sought, (2)
copies of all proposals received, (3) a racord of all
negotiations, and (4) the selection rationaln used.

We recommend that OIT‘s new contract specify clearly and
unequivocally that the contractor will not program any
services to be nerformed by itself or by organizations
with which it is affiliated. We further recomnend *hat
OIT ask the A.I.D. procuring cdntrlcting officer to (1)
include app-opriate conflict-of-interest avoidance claus-
es in the sollcitation and contract and (2) specify that
offerore responiling to the solicitation must submit
detailed conflict-of-interest avoidance plans.
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Recoamzndation Report

Mumber

10

11

12

13

14

15

16

Page

38

40

41

41

42

43

44

Recosmendation

We recommend that placemsnt specialists be required to
have (and use in planning placemente) each country’s
CD8S, CTP, and any other training plans.

We recommand that OIT raequire ite contractor to maintain
an accurate and currant record of e@ach fellow’s or asso-
ciate’s actual total cost of training to ensure that
budgeted and obligated amountz are not exceeded. The
contractor should be required to raport each PIO/P‘s
budgetad and actual cost to date and itemized expendi-
turer for any particular PIO/P as roquasted.

We recommend that OIT clarify the requirement for fellows
and associates to be met on arrival in the U.S. to (1)
assure that missions understand it to be mandatory and
(2) allow flexibility iin determining the optimum point
for the arrival greeting to take pluce.

We recommend that OIT clarify the requirement for U.S.
orientation to (1) assure thot missions understand it to
be mandatory and (2) define the minimum orientation needs
for fellows and associetes possessing varying back-
grounds, capabilities, and exneriencen.

We recommend that OIT analyze the coste and benefits of
the current evaluation process and define more clearly
its evaluation objectives. If the primary evaluation
objective is to assess the quality of the training pro-
vided, then a more streamlined process can be utec. We
also reconmend that OIT define more clearly how the
evaluations are to be used to support the program. At a
minimum, the avaluations should produce specific recom-
mendations for follow-up actions or indicate that none
are needed.

We recommand that OIT define the distribution of all
evaluzcion reports and include distribution to each
mission as wall as other appropriate A.1.D. organitations
such &8 the Research & Developmant Bureau, Center for
Development Information and Evaluation, and other central
and regional bureaus.

We recommend that OIT deeign a l-page gquestionnaire to
obtain individual fellow and associate evaluations of
contractor performance in programming, placing, moni-
toring, end counseling. Those should ba given to avery
fellow or associate rlong with a pre-stamped envelope ad-
dressed to OIT.
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Recommendation
—lusber

17

18

19

20

21

Report
-Rage

48

49

52

53

56

~Racomsendation
Racommendaticns Related to Contractor Compliance

We recommond that OIT ask the contracting officer to have
a financial and compliance audit performed of the latest

fiscal year of the PIET contract &nd expand the audit to

prior years basod on the initial audit results.

We recommend that OIT define specific policies and proce-
dures differentiating official end routine communications
and permit the contractor to make routine mission commu-
nications without routing them through OIT. These poli-
ciem and procedures should define the purpose, nature,
and methods allowaed for routine communications that the
contractor will be permitted to use {n programming,
placing, monitoring, and evaluating.

We recommend that OIT require PIET to eatablich internal
quality control procedures in which PIET’s regional
managers (1) approve (in writing) all data entry forms
that initiate and change such esignificant data fields as
institutions attended and datea participantes enter and
tarminate their programs, and (2) periodically review
participant listing reports for accuracy. We also recom-
mend that PIET review its data base for FYe 1992 and 19913
HBCU participants to ensure that all fellows and zssoci-
ates on these reports actually attended HBCUa.

We recommend that OIT require {ts contractor to assure
that at least one HBCU-provided program or alternative
program ims offered for every participant unleas no HBCU
programs exist that maet the proposed program’s require-
ments. In every case in which the contractor determines
that no acceptablea HBCU program oxists, the placement
specialist should be requirad to document clearly the
reason that an HBCU program was not offered. This docu-
mentation should become a permanent part of tne official
file for the PIO/P.

We recommand that OIT's new contract require the contrac-
tor to assemble and maintain an “official Yile™ on eva:y
fellow and associate. It should contain a full and
complete record of all programming matteru; communica-
tions; contacts; and monitoring, counseling, and evalua-
tion efforts and results. (Bes also Recommendaticn
Number 8 on page 36.)



Rocommendation Report

. Numberx

22

23

24

26

-fage

58

61

62

77

77

Racomsendatiop

We recommend that OIT require its contractor to: (1)
designate a management information system specialist
responsible for prompt resolution of .lata transfer and
eccuracy problems and (2) design and implement a data
quality control process that periodically checks data
samples againrt oource documenta for ec-curacy. We also
recommend that OIT oestablish formal procadures for commu-
nicating data transfer or accuracy problems to the con-
tractor and requiring “he contractor to initiate prompt
corrective action.

Wo recommend that OIT include & maasurable and enforce-
able cost control provision in its new contract; and
exercise greater ongoing oversight over the contractor to
ensure that the cost reimbursable contract is not abused.
We also recommend that OIT ask the A.I.D. procuring
contracting officer t5 have a pre-award audit of the new
contract performed in order to assure that proposed
costs, including proposed salary increases and other
escalation factors, are supported by histor’ ‘al data.

(We have also recommended that OIT ask the contracting
officaer have a financial and compliance audit of the
current PIET contract performed [see Recommandation
Number 17). OIT should ask the contracting officer to
aspess whether any evidence of defective pricing exists.)

We recommend that OXT require PIET to submit supporting
documantation to shcw that amountes in excess of the

FS-1 limit have been removed from contract coots for all
monthes of the contract. We also recommend that OIT
advise (in connection with Recommendation Number 17) the
contracting officer to evaluate the impact of the incor-
rect treatmont of these unallowable direct costs on AAI's
indirect cost rates.

Recommendations Related to Issues Meeding Purther ftud:r

We recommand that OIT consult with A.I.D.’'s Offics of
Procurement to determine how the recommendations in this
report can be inccrporated into future contracte and
other waye to strengthen Ol%'s ability to manage and
control the contractor.

We recommend that OIT take staps to assure that OlT's

revised Handbook 10 incorporates this report‘s recommen-
dations wherever appropriate.
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Recommendation Report
—Mumber _ _Page Raccaaendation

27 77 We rocommend that OIT conductt reviews of & sample of
misslon-diroct contracts %“o determine (1) how the types
and levele of servicae provided under these other con-
tracts compare with the type and laevel of services pro-
vl ied by PiZT, and (2) how tha coets of these other
contracts compare with tha cost of the PIET contract.

28 78 We recoamend that OIT consider <aveloping & public rela-
tions campaign designed to publicize and promote the TJF
Program and explore ways to expard ite non-government

support.

29 79 We recommend that OIT require ite contractor to draft and
distribute press releases at the start and end of each
program as a routine part of its management of each
fellow’s and associate’'e program.
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Appendix B

RESPONBES TO OIT'S BPECIFIC QUESBTIONS

OIT aekad ue to addrocs 14 ppecific questions as part of
the svaluation. ©Our conclusions and racommandations
contained in Chaptera 3 and 4 of this report addraas,
either axprasnly or implicitly, our conclunions with
regard to OIT’'s questions. For ocase of analysis, this
appendix restates OIT's epacific questions and presants a
brief eynopsisc of our ccnclusions with regard to each of
thess quustionas.

Axe tbhe rationale and obiectives of the contruct still
I!]!!!ES !nﬂ !‘gni ‘l;ens ﬁQ ﬁn!w![*ng g!vnlgping EQE"E!!

training poods? Yes. We concluded, however, that OIT
will be better able to raespond to developing country

training neede (as missions ‘nterpret those needs) if the
contract is raevised to (1) define preclieely and narrowly
the core serv:. ces neuded tc progresn, place, and monitor
TJF Program fellows an.! asnociatous, and (2) strictly
prohibit the contractor from performing work outside this
basic scope without contracting officer approval, and (3)
include provisions for discrete and woll-defined addi-
tional tasks in a broad range of program support areas.

Are the wssumptions opn which the coptract ig based stil)
Eelevapnt? We concluded that the contract’s fundanental

progran support requirements assumptions are still rele-
vant. Certain other more specific assumptions such an
the projected levels of effort need to be updated. As we
discues in our report, certain other assumptions related
to contractor accounting and repovting have not beean
fulfilled.

In_there satisfactory progresg? The contractor has

complied with most of the key contrac! requiremants, and
prograss has been satisfactory in these areas. To the
extent that the contract’‘s accounting and raeporting
requiremants wore dasigned to afford better control over
costs and provide information for OIT decisionmaking, we
concluded that progress has not been satisfactory. Rnom
for greater progress also exists with respect to data
managemant and participant reccrdkeeping.



Is_ it likely that the prascribed contxact outouts will be
sompleted on-tine and within the contract's paraneters?
As described in Chapter 2 of this report, ons of the
factors limiting the scope of our evaluation was that the
PIET contract contains no measurable cutput expectationes.
Hence, wa could not determine if PIET completed “"pre-
scribed™ outputs on time. ,IET maincained a qualified
staff and responded to dwmiid. for lts services,

Are changes peeded in the contrxact? Yes. Our report

containr numerous recommendations for specific changes to
the contrect.

&xe trainees rxeturning to their bome countriocs and using
their akills in peaningf]l yayp? Yes. We interviewed 44
returned fellows and aesociates in three countries and,
in our opinion, all were using thaeir skills acquired
under the program in meaningful ways. Ir. discussions
with mission and other personnel!, however, we noted
instances in which TJF participants had either failed to
return to thei{r home countries or returned for a time and
then relocated to other cointries. We think these "non-
returnee”™ canen could undermine the program’'s reputation,.
Accordingly, we think greater efforts are needed to
reduce the number of nonreturnees, track nonreturnecs,
and seek restitution ajainst nonreturneos.

Are 10 nercent of participants eprolled in historicslly

black collaqges anqd unive-pities? As described on pages
49 through %3 of thiws report, we could not conclude that

the contract’'s requiremaent to place at least 10 parcent
of TJr Program fellows and sneociates {n HBCU {naetitu-
tions has been met. We concluded that this reguirement
is one that is fundamantally out of PIZT's direct con-
trol. Furthermore, the "10 percent placemont”™ require-
ment is baing interpretec by PIET {n a manner contrary to
current A.1.D. policy which {s that "placemant® ahuuld be
weasured in terms of "participant-monthe,” rather than
simply numbere of students placed (regardless of dura-
*ion) in HBCU {natitutions. 1ln addition, as deecribed on
piges 50 to 5} of this repor"., our analyeis of records
and raports on HBCU plucements disclosed & number of
errors in the reports and dsta base. The error 1ate in
our vam 'e analysis and thes type of activitisas being
counted s HBCU placements caused us to question (1) the
accuracy of the HOCU piacement data, and (2) whether
A.1.D.'s policy intent is being addressed.



training proarsug? We concluded that thu efficiency and
impact of the training programe are affected significant-

ly by the following key program performance elements:

Careful anelysle by PIBT placemant opecialists
of TJF Program fallows’ and aspociates’ program
objectives and careful matching of thess objec-
tives with known provider capabilities a:o
cruclial to progrem success. (We noted {rstanc-
#3 where programs wore °"presselected” by mise-
sions and this analysis was not done by PIET.)
We also think OIT’a contractor can improve
specitic placemant afforts by obtaining and
studying each country’s CDS5 and CTP.

Pre-departure orientaticn apreare to play a
gignificant role in program success for indi-
vidual participants. Miseion efforts in this
important area are inconsistent. OIT may be
able to ecasiet missions in thie area by having
ite cintractor design technical assistance
packa ;o1 and videos for use by misaions.

The U.5. arrival greeting (soretimas re-
ferred to as the "meet and greut” func-
tion) was montioned by a number of partic-
ipants as important. Missionz may not
understand the importance of this rela-
tively inexpensive program elemsnt. OIT
can strengthen the program by wmaking this
function mandatory.

Monitoring of TJr Program fellows and aasoci-
ates and providing timely feedback to missions
are extremaely lr_ortant issues that we think
should be sitresesed more emphatically by OIT and
its contractor. The timeliness and detail of
feedback to missions can be improved. Greater
emphasis in thie area of contractor performance
can save large amounts of program funds in
cases where program extensions may be needed.

Emphesis of the TJF Program’s country deva'op-
ment objectives and improved follow-up prog. wune
may, we believe, be the key to tha TJF
Program’s fyture success. OIT should continuw
to etress theso kay arcas and look for tasks
that its contractor can perform in support of
both.
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In terme of management eupport iesues, we think greater
attontion is needed in two areas.

. As described on pages 49 to 53 and pages 56 to
58 of thie report, PIET'c participant data base
contains erroneous data and ite data base ig
not conveying accurate and compatible data to
OIT’e PTIS. Tho availakility of accurate data
with which to carry out program management
analyses and make management decisions impacts
directly on the quality of these aralywses and
decisions.

[ ] As described on poges 45 to 48 of this report,
PIET has not complied with the contract’a cost
accounting and reporting requiremants. Addi-
tionally, as described on pagec 31 to 34, we
think that even more precise cost accounting
needs to be done to support OIT‘s ability to
manage the program and make corraect decisions.

Is there a rogular, ostablished mecbaniem used by PIET to
alexrt OIT of any potentiel vroblems and is Lt working

affectively? The only established mechaniem that we ob-
served for alerting PIET of potential problems is PIET's
policy of providing copies to OIT of all communications
with the miesions. This mechanism appears to be effec-
tive and we are not aware of any fallures of PIET to
bring appropriate matters to OIT's attention.

Are PIET staff momberp effoctive? Bawed on our review of

a sample of PIET flles and records, i{ntarviews with a
sample of TJF Proyram fellowe and associates, interviews
with key A.1.D. personnel in OIT and at three missions,
and interviews with many PIET employses, we concluded
that PIET staff members, in general, are effectiva. As
discuased on pages 19 to 24 of this report, we think this
effectivenezs can be improved by implsmenting a mechaniem
for obtaining direct feedback from fellows and associates
regarding PIET's performance.

guate to perform all rroisct matters in a timely apd
afficient manner? Because of PIET's failure to maintain
required cost and level of effort accounting records and
reports, we could not assess the efficiency of PIET's
performance in thess recarde. PIET appears Lo have
sufficient personnel to meete demands for ites services;
but we c .uld not assesc whother the contract's require-
meants cL. oe accomplished as effectively with fewer
personnel.

9



Are Randbook 10 reculakionc., policy. and jutent baing

Nenorsd? Except for the instances of Handbook 10 depar-
t. sz noted in thie report, we concluded that PIRT is in
genaral compliance with Handbook 10‘e regulations, poli-
¢y, and intent.
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activities? The PIET
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and other

key PIET staff appoar to have established an effective
network among organizations activa in the international
oducation and training community.

ORPANAOE DOING NPOG ONEINCLIYOLY 2. plemunt the
pntrepreneurs ints Based on our inter-
views with a sample of EI associates, and our obeserva-
ctlons of sn BI presentation to the business community, we
think that the EI Program is making effective use of the
companies with which it has been working. For the most
part, we found that associates were very pleased with the
EI program in general and with the U.5. companies with
which they trained.




under Government Auditing Standards as follows:

For purpozes of this Statement, “material {nstances of noncompliance” are defined
as failures to follow ~equirements, or violations of prohibitions, contained in statutes,
regulations, contracts, or grants that cause the auditor to conclude that the
aggregation of misstatements (that is, the auditor's best estimate of the total
misstatement) resulting from those failures or violations is matcrial to the financial

statements. (emphasis added by PIET)
(Cotton & Company has added the words “of other products of the contract® to this siatement.)

Footnote 1 to paragraph 1(b) of SAS 68 states:
The references to Government Auditing Standards in this Statement encompass only

the standards for financial audits, not the performance audit standards.

The performance audit standards referenced in footnote 1 are oontained in Chapter 6 and 7 of

Government Auditing Standards issued by the Comptroller General of the United States (1988
Revision).

Cotion & Company did not conduct a formal audit of financial statements. The cbove
~ICPA definition of "reportable condition” relates solely to audits of financial statements. Since a
*material weakness® must by definition be a “reportable condition,” there can be no reportable
conditions” or “matcrial weaknesses® in the absence of an audit of finai.cial statements. The term
*material instances of noncompliance” in audits performed in accordance with Governumsnt Auditing
Stapdards is also limited by the AICPA to audits of financial statements. Cotton & Crmpany has
significantly modified the AICPA definitions in its report. Therefore, PIET believes that all three
terms, which nave a significant and well-recognized mzaning in formal audit circles, arc inappropriate
in the context of the contract cvaluation conducted and requests that they be removed.

2. PIET requests ihat Cotton & Company reconshier Recommendation #18.

In Recommendation #18 on page 47, Cotton & Company recommends that *...OIT ask the
ccntracting officer to have a financial and compliance audit performed of the latest fiscal year of the
PIET contract and cxpand the audit to prior years based on the initial audit results.”

PIET requests reconsideration for four reasons. First, as indicated above, the terms used to
describe compliance-related findings throughout this report are inappropriate. Second, each of the
four PIET organizations undergoes an OMB A-133 audit annually. Third, non-participant costs for
programming buy-ins under the current contract totaled $181,279 through Scptember 30, 1992.
Amendments #19 and %20, signed in September 1992, comprised $95,256 of that total. Given the
dates of these amendments, no significant activity would have resulted by September 30, 1992 from
this funding. Morcover, PIET s cumulative contract cost through September 30, 1992, was over $96
million, which makes the amount of buy-in activity relatively inconsequential. Fourth, Cotton &
Company's assessment of the eccounting system on page 46 is not entirely accurate. [t states:
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PIET apparently made no aoccounting sysiem provisions that would allow
accumulation of costs incurred for individual buy-ins, buy-ins in total, or the 400

Partislly Financed Academic Participants.

This concept is reintroduced on page 62, which states: °...we concluded that the contractor nceds to
improve its cost accounting procedures to ensble a more precise determination to be made of the
core services costs of particular activities.” PIET docs have, and has always had, a fully developed
cost accounting system that permits standard fund (and subfund) accounting Through staff
enhancements and the development of new management systems, PIET is committed to improving
the admlnistrative procedures associated with i.s accounting system but does not believe the systcm
itself is faulty. Also, it is worth noting that, though the RFP did contemplate 400 Partialty Financed
Academic Participants, none were ever assigned to PIET.

3. PIET requests thzt all peferencesto non-PIET-programmed participants be removed
from ihke report. .

Page 30 describes a problem with a non-PIET-programmed AID participant from the
Dominican Republic. Page 28 refers to an AID Regional Inrpector General report on Indonesia’s
participant training program. Many of the participants in this program were administered by
organizations other than PIET. While the report docs clearly state that the Dominican Republic
participant was not programmed by PIET, it docs not indicate how many of the Indonesian
participants (if any) were programmed by PIET, nor docs it indicate what percentage (if any) of
those whose programs exczeded the original estimates were programmed by PIET. While
information about AID’s general participant popuiation is of interest to OIT, the title of the Cotton
& Company report is "Contract Evaluation Report: Placing, Programming, Managing, and Providing
Ficld Support Services for the Thomas Jefferson Fellowship Program.® Therefore, the report should
be limited to the PIET contract under review and the participants it serves.

4. PIET requests that Cotton & Company clarify the page 50 reference to PIETs
interpretaticn of its contractual requirement regarding HBCU particlpation.

Page 48 of the report cites the following language in PIETs contract:
...Contract Section I VII also establishes as an advance understanding that:
The contractor agrees that not less than ten pereent (10%) of the

forcign natio:als seiected for placement on or after January 1, 1987
at U.S. educational [nstitutions shall be in programs offzred by the

[HBCUs).
Page 50 of the report states:
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In his April 24, 1991, memorandum, the A.1.D. Administrator clarified the intent of
the 10-percent HBCU placement policy as follows:

HBC'J participant placements should be no less than 10 percent of
all new person-months of training. [Emphasis added by Cotton &
Company]

PIET has not interpreted fts contract to require HBU placements to be measured
in person-months. -

PIET docs not belicve it has the freedom to Interpret its contrect in 2 manner that is inconsistent
with the specific ianguage of the contract. In the context of pages 48 through 51, it appears that
Cottor & Company is suggesting that PIET is frec to do 0 and should have done so.

5. PIET requests that Com'm & Company removoe the words "high probabllity” on page
50.

PIET recognizes the importance of databzse accuracy and has recently established an MIS
Manager position. PIET has long had a semi-monthly data verification report that identifies several
dozen possible crrors. An enhancement of this report accounts for participents who transfer into
HBCUs aficr beginning their programs at other institutions. Thus, perceived discrepancies really
reflect accurate updating of data.

Mors impornant, PIET produces mary other participant databasc i ports, none of which were
apparently reviewed in detail by Cotton & Company, yet Cotton & Cempany's conclusion based on

its HBCU report review is:

These disparities and inaccuracies in PIETs participant dara bas: =4 it relates 10
fellows and associates attending HBCUs cause us to conclude that PIET ts nor fully
complying with 2.1.D.'scontract requirements for tracing paricipants from the ame
of assignment through completion of training. As a result, any HBCU and other type
reporting that PIET produces from the participant data base has ¢« hugh probabihty
of containing significant errors. (Emphasis added by PIET)

PIET docs not believe that the review of one report or the citing of onc instance of data crror
permits tuch a conclusion about all other reports, nor docs it support an assessment that there is a
high probability of significant crrors in PIET s reponts in geacral.

6. PIET requests removal of the Flle Analysls on page 53 bacause it {3 not based on
standardized data requirements.

There are 35 “Individual File Requirements® listed. However, this list is tased on OIT's
Quarterly On-site Monitoring and Evaluation Report (Contrector Monitoring Checklist). Thus, this
checklist may be used to monitor contractors (which could be done through interview, observation,
and general record review, not just individual file review), but it Is not intended to ind cate the
required contents of a participant lle. Indeed, many items relate to special situations and would be
required only If the situation occurred. For example, the only time a “potential no-go® (item 3.i)
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would be necessary is in the event of a "no-go® program. This item is irrelevant to a "go” program.
Similarly, cables documenting notification to Missions of program changes would appear only in
those cases where program changes occurred. Further, Mission nominations do not occur separately
in all cases, but are often incorporated in the PIO/P. 4

PIET understands that Cotton & Company asked OIT for its “requirements for standardized
data,” and that OIT responded with the Contractor Monitoring Checklist. However, the checklist
is clearly not a basic file requirement checklist and therefore cannot be used as a basis for assessing
the quality and completeness of PIET's participant files. PIET has never received instructions from
OIT regarding basic participant file contents.

7. PIET requests that Cotton & Company amend its discussion of PIET’s evaluation
programm.

The report states on page 42 that *...if a fellow or associate conveys negative criticism about
her or his experience with PIET, only PIET and Creative Associates see it." The distribution list for
academic and technical program evaluations includes PIET staff, OIT, appropriate Regional Bureaus
and Offices, Missions whose participants were enrolled in the evaluated program, and training
providers. These reports contain the aggregated responses of participants to all questions in the
evaluation instrument, as well as individual written comments.

The report <iggests on page 41 that PIET's evaluation instruments be limited to "...focusing
primarily on the quality of training provided." PIET's findings indicate that there are many non-
training factors that influence the training experience. For example, PIET has found a high degree
of correlation between satisfaction with PIET-participant communications and overall satisfaction
with the program, as well as a strong correlation between participant involvement in pre-arrival
program planning and satisfaction with the academic program. Failure to identify such factors would
inhibit attempts by PIET, OIT, sponsoring Missions, and other players to engage in continual
improvement of program quality.

The report states on page 41 that the technical evaluation report "...does not contain
recommendations for program improvement or actions needed for follow-up." All such reports
contain recommendations or suggestions for improvement when warranted by the data. They contain
a short administrative narrz:ive and data summary as well as back up data for the more serious
reviewer and to support the conclusions drawn. When sending reports to providers, PIET attaches
a letter emphasizing arcas of success as well as opportunities for improvement. AWIDE cables
anncuncing short courses to Missions advise Missions if an evaluation of the provider institution is
available for review.

8. PIET requests that Cotton & Company amend its estimate of the level of effort
associated with contractor implementation of the press release program.

On page 44, Cotton & Company recommends that *...OIT require its contractor to draft and
distribute press relcases at the start and end of each program...." The same page states "These press
releases should take minimum time to prepare...” PIET currently makes about 2,500 to 3,000
individual and group placements per year. The vast majority of these are in short-term programs,
so that participants enter and leave in the same year. Thus, PIET would be required to issue about
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5,000 to 6,000 releases per year. Cumulatively, the press release program would require more than
*minimum tirae." In addition, PIET would have to estabiish and maintain a press database for the

numerous cities and towns in which participants are placed. This, too, would require considerable
time and effort.

9. PIET requests that Cotton & Company reconsider the relative emphasis placed on
a single participant case In Its discussion of monitoring and feedback to Misslons.

Cotton & Company correctly documents on pages 25 to 27 a case of an Indonesian
participant whose Ph.D. program, for a variety of reasons, exceeded its estimated length. The long
and detailed case description is immediately followed by: "We did not conciude that this case is
necessarily representative of PIET's monitoring performance.” PIET agrees in full with Cotton &
Company’s emphasis on the importance of monitoring and of timely notification to Missions.
However, PIET believes that the relative amount of space given to this case, without reference to
the ~.ggregate percentage of timely completed programs or 3ome other relevant statistic, teads to put
PIET's monitoring services in a dimmer light than they deserve.

10. PIET requests that Cotton & Company reconsider the relative emphasis placed on
PIET’s noteworthy accomplishments.

"Noteworthy Accomplishments® are summarized on pages 8 and 9 and consist mainly of one
case showing PIET s success in handling a difficult participant situation. Cotton & Company's Work
Statement indicated that two of the primary evaluation objectives were to “...document progress to
date...” and "...evaluate and assess the conformance of PIET with the scope of work as enumerated
in their contract....” PIET is not persuaded that pages 8 and 9 accurately reflect the noteworthy
aspects of its progress to date or of its conformance with the contract scope of work. Additional
examples would support the report’s statement that PIET "...performs a difficult and complex array
of services in a competent manner..." and would provide a more balanced assessment.
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David L. Cotton, CPA, CFE (Cotton & Company)

Carol A. Codori, Ph.D. (Walcoff & Associates, Inc.)

William D. Martin, Jr., CPA, CFE (Cotton & Company)

Susan M. Grandy, MA (Cotton & Company)

Mary B. Peck (Cotton & Company)
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