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Memorandum 

To: 	 Director, Office of Procurement, Frederick A. Will 

From: 	 RIG/A/Nairobi, Everette B. Orr r"-L 0 ' i3 , 

Subject: 	 Financial Review of the African Economic Research 
Consortium (AERC) Grant No. AOT-0546-G-00-3181-00 
A.R. No. 3-698-94-012-N 

Attached are five copies of an Agency-contracted Financial Review of the 
African Economic Research Consortium (AERC) Grant No. AOT-0546-G-00
3181-00. The non-Federal accounting firm of Price Waterhouse, Nairobi, 
Kenya performed the review. This financial review was originally 
commissioned in 1991 by USAID's Office of Procurement as a pre-award 
survey of AERC. The scope of work was later expanded and amended to 
take into account the fact that AERC had already received funds from 
USAID. The financial review was performed under the technical direction 
and supervision of RIG/A/Nairobi on behalf of the Office of Procurement. 

The African Economic Research Consortium (AERC) was incorporated in 
1988 as a public non-profit organization in the U.S. The Consortium is 
governed by an independent Board of Directors consisting of members 
appointed from donor organizations who contribute at least $100,000 worth 
of funds annually. AERC's activities are managed by a Secretariat based in 
Nairobi, Kenya and headed by an Executive Director. The overall objective 
of AERC is to promote the economic and social development of sub-Saharan 
African countries through effective economic policy analysis and formulation. 
The Consortium's activities are directed toward the strengthening of local 
capacities to conduct independent research into problems pertinent to the 
management of African economies. Basically, the AERC supports economic 
policy research and training of locally based economists in sub-Saharan Africa. 

In June 1990, USAID authorized a grant of $1 million to AERC to support 
activities relating to consultancy services, insurance, advisory committee, 
research, meetings, training, capacity building and publications. This funding 
was provided under USAID's Improving African Economic Analysis Project 
No. 698-0520. Another USAID grant of $2.6 million was signed on 
September 27, 1993 to support similar activities for the period April 1, 1993 
through March 31, 1998. This funding was provided under USAID's Equity 
and Growth Through Economic Research (EAGER) Project No. 698-0546. 

P.O. BOX 30261. NAiRoBI. KENYA a PHONE. (24) 2.211436 a FAX: (254) 2.213551 



The objectives of the financial review were to determine whether: 

* 	 AERC has sufficient administrative ability and span of control to administer 
its programs. 

* 	 AERC's internal control structure is adequate and effective, 

* 	 AERC is financially capable of performing the proposed work, 

" 	 AERC complies with grant agreement terms and applicable laws and 
regulations, and 

" 	 AERC's provisional indirect cost rate is based on the most current, complete 
and accurate data. 

The auditors were generally complementary in their assessment of AERC's operations and 
its capacity to administer its programs and perform the proposed work. The auditors found 
two material weaknesses in AERC's internal control structure and also identified four 
material instances of noncompliance with the terms of the grant agreement. These 
weaknesses/noncompliance include AERC's current financial reporting system that does not 
account for expenditures on a donor by donor basis. It is therefore not possible to 
determine if USAID is funding non-allowable expenses. Compounding this problem, AERC 
expenditures are not accumulated using the same expense categories as detailed in the grant 
agreement. The auditors also noted AERC's failure to have audits performed that meet 
OMB Circular A-133 requirements. 

The draft report of the financial review was submitted to AERC management and to the 
Office of Procurement for comments and AERC's comments were taken into consideration 
in the preparation of the final report. AERC comments are included in the final report as 
Appendix 8. The Office of Procurement declined to comment on the contents of the draft 
report. AERC's comments provided additional insight into the findings and 
recommendations presented by the auditors and in many cases AERC claims to have 
implemented or is in the process of implementing the recommendations. 

The report contains nine recommendations covering the internal control weaknesses and 
non-compliance with terms of the grant agreement. It is the Office of Procurement's 
responsibility to ensure appropriate action is taken on all the recommendations. The two 
recommendations below are included in the Office of the Inspector General's audit 
recommendation follow-up system. 

Recommendation No. 1: We recommend that the USAID Office of Procurement 
ensure the Africa Economic Research Consortium establishes a donor-based 
accounting system that will distinctly identify all USAID-funded transactions; and 



Recommendation No. 2: We recommend that the Office of Procurement ensure 
Africa Economic Research Consortium annual audits meet Circular A-133 
requirements. 

We consider both recommendations to be unresolved. Both recommendations can be closed 
when the Office of Procurement provides evidence that it has instructed AERC on 
accounting and auditing chafiges 4hat need to be made and has received a positive response 
from AERC. Please respond to.this report within 30 days indicating action planned or 
already taken to implement the recommendations. 

Thank you for the cooperation extended to Price Waterhouse auditors and the Regional 
Inspector General for Audit representatives during the review. 

Attachment 
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Pri'eIJilteHlouse 

EXECUTIVE SUMMARY 

The overall objective of the African Economic Research Consortium (AERC) is to promote 
the enonomic and social deveropment of sub-Saharan African countries through effective 
economic policy analysis ard formulation. The Consortium's activities are directed toward 
the strengthening of local capacities to conduct independent research into problems 
pertinent to the management of African economies. Basically, the AERC supports economic 
policy research and training of locally based economists in sub-Saharan Africa. 

Established in 1988, the Consortium currently consists of 13 contributing Members, most of 
whom sit on the Board of Directors. The Board is responsible for setting policies and 
procedures and approving an annual Program of Work and Budget. An independent 15 
member Advisory Committee determines research priorities. AERC's activities are managed 
by a Secretariat based in Nairobi, Kenya and headed by an Executive Director who along 
with Coordinators for Research and Training are appointed by the Board. They in turn are 
assisted by 16 support staff including a Financial Controller and Personnel and Administration 
Manager. 

The objectives of this financial review were to determine whether: 

0 	 AERC has sufficient administrative ability and span of control to administer its 
programs 

0 	 AERC's internal control structure is adequate and effective 

a 	 AERC is financially capable of performing the proposed work 

0 	 AERC complies with grant agreement terms and applicable laws and regulations, and 

AERC's provisional indirect cost rate is based on the most current, complete and 
accurate data. 

A summary of our findings is outlined below. 

Administraiive Caoabilily 

Our review indicates that AERC has been able to achieve remarkable success in the 
implementation of its programs during its short existence. This has been achieved mainly 
due to the efforts of the Board, the Advisory Committee and the Secretariat which have been 
composed of highly qualified and dedicated staff. In addition, the organizational structure 
of the Consortium is well suited to the efficient implementation of its programs. Baced on 
our review of past performance, evaluation reports, projections. organizational structure and 
qualifications of staff, nothing has come to our attention to indicate that this standard of 
performance would not continue to be maintained. 



Internal 	Control Strurture 

Our review of the int6rnal controls was limited in scope in that we were unable to have 

access to payroll records. The systems of internal control, while adequate. need to be 

improved. We have made recommendations in a number of areas where weaknesses were 

noted. The major areas of concern include: 

* 	 familiarity and ability to comply with USAID reporting requirements. 
* 	 disbursements and procurement. and 
* 	 "ensuring that tWe financial reporting data base, specifically the budget. is 

updated on a timely basis. 

We have also recommended that accounting by donor be fully developed and implemented. 

Financial Capability 

In the past 5 years AERC has experienced a tremendous period of growth. This has been 

achieved through a combination of intensive fund raising efforts and a conservative 

budgeting policy whereby expenditure is directly related to the level of resources available. 
onThis notwithstanding, AERC still remains financially dependent donors for financial 

support. The future financial capability of the Consortium therefore depends greatly on the 

value of future donor support. Based on current pledges and planned activities AERC should 
be financially capable of performing the proposed work. 

The only area of concern which arises relates to the long term nature of the new 

Collaborative Master of Arts (MA) program. The continued financial stability of AERC 

depends on its ability to forecast accurately the future resources which will be required by 

this program. 

Further concern also arises due to the practice by certain donors of restricting aid to specific 
and long term commitments it isactivities. In order to carefully monitor donor 'unds 

essantial that AERC have a financial reporting system capable of providing accurate and 

timely information by donor and area of activity. It is our understanding that the current 

system has this capability and we have therefore recommended that it be fully developed and 

implemented. 

Cnnolia'ce with Grant Agreement Terms and Apolicable Laws and Regulations 

USAID requires all grantees. regardless of country or legal entity, to comoly with the terms 

and conditions included in the grant agreements and attached provisions. We observed 

material instances of noncompliance with respect to accounting separately for USAID funds 

received and expended and timeliness of reporting. These issues need to be addressed 

immediately. 

Hi 



Proposed Direct and Indirect Costs 

We found that the proposed costs submitted to USAID were based on current, complete and 
accurate pricing data.. 

Under the current grant agreement, AERC is not permitted to charge indirect costs to USAID. 
We are unable to determine if any such costs were. however, charged to USAID as 
segregated accounting of these funds is not maintained. 

This report is intended for the information of the management of AERC and the United States 
Agency for International Development, but this restriction is not intended to limit the 
distribution of the report, ifa matter of public record. 

Price Waterhouse 
March 31, 1994 
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INTRODUCTION 

BACKGROUND
 

The African Economic and Research Consortium (AERC) was incorporated in 1988 as a 
The activities of the

public non-profit organization in the State of Delaware. United States. 

Consortium were administered by the Rockefeller Foundation until Dec:ember 1991 when the 

Consortium was registered as an international donor in Kenya. The Consortium is governed 
from donor

by an independent Boav'd of Directors consisting of members appointed 

organizations who contribute at least USS 100.000 worth of funds annually. 

The overall objective of the AERC is to promote the economic and social development of 

sub-Saharan African countries through effective economic policy analysis and formulation. 

activities are directed toward the strengthening of local capacities to
The Consortium's 

to the management of Africanconduct independent research into problems pertinent 

economies. 

AERC's programs can be classified into three distinct activities as follows: 

* research 
* training and institutional support 
* publications and dissemination 

Research 

Under research the Consortium providesThe core activity of the Consortium is research. 
and other technical support to networks of economic researchers along pre

grants 
designated themes. Broadly, the research themes focus on issues relating to the short and 

long term management of economies and the relationship between management and 
AERC also provides a limited number of non

economic development over the long term. 

thematic grants which enable researchers to explore promising new fields of study which
 

relate to issues of immediate concern to their resr,ective economies.
 

Meetings are an integral part of AERC's activities. They provide a useful venue for
 

researchers. academics and policy makers in which to sha., their results and ideas. AERC
 

supports different kinds of meeuings including:
 

bi-annual research meetings attended by researchers participating in different* 

networks
 

• seminars organized by national associations of economists
 

* occasional meetings on topics of common interest
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Traininq and Institutional Suooort 

Since inception, training and institutional support has been a rather low-key activity for AERC. 

The Consortium's support has mainly been in the provision of a limited number of graduate 

thesis research grants and also financing institutional attachments for African and non-African 

economic scholars. 

In 1993, the Consortium launched a major initiative in graduate education known as the 
This program provides for the teaching of core MA courses inCollaborative MA Program. 


participating universities and the offering of elective courses at a common facility in Nairobi.
 

This facility ;- referred to as the Joint Facility for Electives (JFE).
 

The main objective of the Collaborative MA program is to improve the quality of graduate
 

training in the region thereby ensuring that future research programs will be carried out by
 

well ti'ained regional economists.
 

Publications and Dissemination
 

Research results would be meaningless unless they were published and disseminated
 

effectively to the appropriate audiences. In recognition of this. AERC supports publishing 
and informedand dissemination activities aimed at promoting scholarly exchanges 

discussions of public policies. AERC publications include: 

* unedited research manuscripts 
0 research papers 
0 book volumes 
• special papers 

The Consortium also provides limited support to regional journals which serve as outlets for 

African based economic research. In order to deal more effectively with this area of activity, 

the organization is currently strengthening the management of the publication process. 

History of Growth 

Since inception, AERC has grown tremendously from an organization with a modest 

expenditure budget of US$ 1.4 million to its current budget of US$ 8 million. The Consortium 

is currently supported by many donors, most of whom are members and are represented on 

the Board. A listing of the current members is presented in Appendix 1. These donors 

provide the Consortium with financial support as well as policy guidance. 

The activities of the Consortium are spread throughout sub-Saharan Africa. In addition, 

initiatives for networking and collaborating with South African researchers are at an advanced 
stage. 

2 
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OBJECTIVES AND SCOPE 

20 of its Financial ManagementPrice Waterhouse was commissioned under Delivery Order * 
11, 1991 to perform a

Indefinite Quantiy Contract # OTR-0000-1-0009-00 dated February 

pre-award survey of AERC. The scope for this exercise was subsequently extended to include 

a pre-award audit as per Purchase Order # AOT-0510-0-O0-31 15-00 dated July 2, 1993. 

Upon consultations witf RIG/A/Nairobi and USAID/Wasnington, the Statement of Work 

accompanying this Purchase Order was amended to take into account the tact that AERC 

had already received funds from USAID thus rendering a pre-award au;.it meaningless. The 

modified Statement of Work is attached as Appendix 2 to this report. 

This report is therefore in fulfillment of the requirements of the amended Purchase Order # 
a financial reviewAOT.0510-0-0-3115-00 wherein Price Waterhouse was asked to perform 

of AERC in place of the originally requested pre-award audit. 

The objectives of this financial review were to determine whether: 

" 	 AERC has sufficient administrative ability and span of control to administer its 

programs 

" 	 AERC's internal control structure is adequate and effective 

• 	 AERC is financially capable of performing the proposed work 

AERC complies with grant agreement terms and applicable laws and regulations* 

" 	 AERC's provisional indirect cost rate is based on the most current, complete and 

accurate data. 
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METHODOLOGY 

A work plan was then preparedPrice Waterhouse conducted' a pre-award survey in 1992. 
For the purposes of this financial review, modifications to

and approved by RIG/A/Nairobi. 

the original work plan have been made to the extent considered necessary in light of the
 

revised scope of work.
 

This exercise entailed performing the following tasks:
 

reading and noting terms and conditions of the USAID grant agreement, conducting* 
to determineinterviews with management. accounting and project personnel 

awareness and compliance with grant agreement terms and conditions 

reviewing current and proposed organization structures, job descriptions and CVs of" 
senior management 

" reviewing the existing administrative policies and procedures to determine their 

adequacy
 

reviewing past. present and forecast financial information of the Consortium* 

" identifying principle internal controls and testing them as appropriate 

" reviewing the nature and timeliness of reports submitted to USAID 

* performing limited detailed testing of transactions and procedures 

" reviewing the cost pioposal submitted by AERC to USAID for funding 

" meetings and discussions with relevant staff of AERC. 

Writing of this report was done in Nairobi between March 1 and 15. 1994. 

4
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2 ADMINISTRATIVE CAPABILITY 

2.1 INTRODUCTION 

In this section we set out our findings regarding AERC's administrative capabilities. Work 

pertormea under this section involved reviewing: 

AERC's past performance in implementing its programs including a review of the 

1994/95 budget and Phase 3 strategy documents to determine the forecast workload 

and compare itagainst current and proposed staffing levels 

AERC's current and proposed organizational structure 

* qualifications and experience of senior management and staff. 

2.2 	 PAST PERFORMANCE AND BUDGET REVIEW 

Appendix 3AERC has just completed the second phase of its 3 year planning cycle. 

provides a summary of highlights of the three phases. We reviewed past performance data 

and evaluation reports to determine the success of the organization in managing its 

programs during these phases. In conjunction with this a review of projected activity levels 
of this and our conclusionswas done to highlight major areas of change. A summary 


follows.
 

Research 

The focus in this core activity area has been on improving the quality and relevance of 

In Phase 2. AERC provided 133 research grants totalling approximatelythematic research. 

US$ 1.5 million.
 

These were awarded in each of the years as follows:
 

Year Number of Grants US$ '000
 

1991 39 429
 

1992/93 50 553
 

44 540
1993/94 


Budget 94/95 40 640
 

44 726
Budget 95/96 


46 782
Budget 96/97 

5 
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The second phase evaluation report, prepared inApril 1993. states that the research program 

was "superbly successful". The budgeted figures above also indicate that the proposed level 

of activity in this area is not expected to increase greatly. 

Based on this. the current administrative capability and level of staff should be sufficient to 

administer future programs in this area at a similar level of performance. 

In addition review of past performance indicates that non thematic coverage was expanded 
The budget for this activity also indicates no 

to include subjects in trade policy matters. 

appreciable increase in activity. 

Meetings 

The number
Many activities are conducted through meetings that are supported by AERC. 

indication of the level of activity for the Consortium. For
of meetings is obviously an 
example. available information indicates that in the 1992/93 financial year, a total of 19 

Most of the meetings held were
meetings were held in various parts of the African region. 

support of research with the remainder in support of training and publications and 
in 
dissemination. 

The table below indicates the planned level of activity of meetings in the research area. As 

this is the core activity, most planned meetings are covered by this summary and therefore 

it represents a fair overview of this activity. 

Number of Participants 
Meeting/Fiscal Year

93/94 94/95 95/96 96/97 

Biannual Research 97 97 118 118 

Workshop 

Econometrics 12 12 none none 

(Anglophone) 

Econometrics 12 none none none 

(Francophone) 

Economic Modelling none none 12 12 

Survey Methodology 12 12 12 none 

USS ('000) 1'N" 1.092j 1.167 1321 
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Based on the above summary it is clear that no major increase in meetings held and 

participants attending is expected to occur and therefore the current organization should be 

able to administer those planned. 

Trainina 

1 and Phase 2 through theTraining, though not a core activity, was provided in Phase 
Phase 2 for example, a total of 59 such grantsprovision of theses research grants. In 

Towards the end of Phase 2. detailed planningtotalling over USS 500.000 were provided. 
The recent evaluation report commented thatfor the Collaborative MA program commenced. 

while the MA program is at an early stage it is on a reasonable track. Further, Management 

and the Board are aware of the difficulties inherent in this type of program due to its required 

long term commitment and are incorporating this in their future projections by providing for 

reserves. 

The table below summarizes the resources assigned to training. 

1993/94 1994/95 1995/96 1996/97 

USS '000 USS '000 USS '000 USS '000 

Training Program 682 801 890 1.140 

Collaborative MA 2.256 2.497 2,895 4 

Program 

The major area of increased activity under the Training Program classification falls under the 

Doctoral Awards/Fellowships subcategory. The number of recipients is projected to increase 

from 7 in 93/94 to 15 in 95/96 and 20 in 96/97. Relating to this the number of tnps based 

on new fellowships is 2 in 94/95. 6 in 95/96 and 5 in 96/97. Since the average period for a 

PhD program is 4 years. at least 13 fellows will remain beyond Phase 3 entailing a longer 

term commitment of USS 675,000. 

Other increases in funds allocated to this area result from updating of costs for inflation. The 

budget nas assumed an average increase of 10 % for airfares and 5 % for all other budget 

line items. 
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Under the Collaborative MA program. costs are driven by the number of student participants. 

The prolected number of students is summarized as follows: 

1993/941 1994/951 1995/961 1996/97 

78 10465 65Number of 
Students I 
Total Budget 258 337 425 597
 

(USS .000) 1____________
 

5,740Cost per Student 3.969 5.185 5,449 

(USS)II 

the increased activity in this functional area the Consortium hasIn order to cope with 

planned for the creation of a position entitled JFE Administrator.
 

Based on the above results and projections and given the proposed increase in staff to assist
 

with the increase in activity due to the Collaborative MA program it appears that
 

administration of this functional area of activity will be adequate.
 

Publications & Dissemination
 

In addition to the various manuscripts from researchers awaiting finalization, the Consortium
 

has been able to produce several research and special papers. A total of 21 research papers
 

and 16 special reports were published by March 1994. The Consortium also provided its
 

modest support to professional regional journals and policy workshops.
 

to increaseReview of the budget indicates that activity in this area is not expected 

to past experience performance. measures are beingdramatically. However, due and 

considered to strengthen the management of these activities. Two new positions have been 

created. namely a Publications Manager and a Publications Assistant. 

Review of Previous Evaluation Reports 

The performance of AERC in respect to Phases 1 and 2 has been evaluated separately and 

our comments regarding these are outlined below. 

8
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The initial report. prepared by Knud Eric Svendsen. (March 1990), reviewed Phase 1 of 

positive depicting AERC as a
operations (1988.1990). In general the assessment was 

The report
capable. well directed brganization which had achieved a good level of success. 

also expressed its satisfaction with the organizational arrargement and division of labor 

among the Secretariat. the Advisory Committee and the Board. 

The most recent evaluation prepared by Craufurd D Goodwin and Femi Kayode, (April 1993) 

was very positive in the assessment of the organization. The evaluators stated with 

confidence and based on their considerable expenence with other similar organizations that 

" is firmly in place. healthy and vibrant. Like any institution it faces challenges and
AERC 

A
uncertainty ahead, but it demonstrates the flexibility and resilience to deal with them'. 

report is presented in summary of the recommendations from the Phase 2 evaluation 

Appendix 4. 

These results indicate that AERC has been extremely successful in its pioneer programs. 

This success is also reflected by the rate of growth of donations and pledges from donors 

over the per-od. 

Conclusion 

on our review of the
In areas where a major increase in activity is not planned and based 

evaluation reports and other data. AERC's previous performance in managing its programs 
be increased substantially or

has been good. Further. in areas where future activity is to 

where performance is to be improved plans have been made to increase staff and resources 

accordingly. Nothing has come to our attention to indicate that this level of effort and 

performance would be compromised in the foreseeable future. 

AND SPAN OF CONTROLORGANIZATIONAL STRUCTURE 

In this section of our review our objective was to ascertain whether current and proposed 

allowed for the efficient and effectiveorganizational structures and span of control 

administration of AERC's activities. We also compared the structures to the functional needs 

Organizational issues raised in previousof the organization, now and for the medium term. 


evaluations and other reports were also considered.
 

The remainder of this section outlines the currant and proposed organizational structure and 

span of control and our conclusion. 

9
 



PRICE WATERHOUSE FINAL REPORT 
RESEARCH CONSORTIUM

FINANCIAL REVIEW OF THE AFRICAN ECONOMIC 

fAERC) 
USAID GRANT NO. AOT-0546-G-'O-3181"00 
MARCH 1994 

Board of Directors 

AERC is headed by a Board of Directors selected from donor organizations. (See Appendix 

). This Board meets at least once a year to review the performance of the Consortium and 

also to approve the next jears' program of work and budget. Starting in 1994, the Executive 

Director of AERC attends Board meetings as an ex-official member. Prior to this he attended 

as an invitee. 

Buqet and Finance Commitee 

The Budget and Finance Committee is composed of the President, Treasurer and two other 

This committee meets 2 to 3 times a year depending on need. The 
members of the Board. 

committee's main objective is to deliberate on financial and related issues before they are
 

Such issues include budgets, organizational structures and program
presented to the Board. 

it also reviews progress of 
objectives and strategies. With the mandate of the Board, 


implementation and approves changes to budgetary provisions between Board meetings.
 

Advisory Commit-tee
 

scholars from universitiesof independent AfricanThis committee is comprised 
or 

governmental policy units. senior African policy advisors and reputable, intemational resource 

persons. The committee meets following each of the bi-annual research workshops held in 

May and December. The committee performs various tasks among them: 

* evaluating and recommending research activities to be undertaken 

evaluating ongoing and proposed research work. 

evaluating and recommending thesis research awards 

* evaluating and recommending PhD fellowship awards 

advising on strategic planning and implementation for training programs 

Current AERC Secretariat 

The AERC Secretariat is headed by the Executive Director who is assisted by a Research 

Coordinator and a Training Coordinator. There are currently 16 support staff who include the 

Financial Controller, Personnel and Administration Manager, MA Program Manager, Office 

Services Manager and two Grants Administrators. Job descnptions of senior secretanat staff 

were available for our review. 
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The Consortium has a functional structure whereby staff fall under any of the three 

departments i.e. research, training and administration. The span of control is sufficient but 
than 6 subordinate staff.not excessive. Each of the departmental managers has no more 

Prooosed Changes 

AERC forecasts an increase in workload mainly because of the newly launched Collaborative 

MA Training Program and the increase in effort required to improve its publications process. 

Accordingly, the Consortium has planned to recruit the following additional staff as approved 

by the Board: 

* JFE Administrator 

• Publications Manager 

" Publications Assistant 

* Executive Assistant 

AERC's current and proposed organization chart is shown in Appendix 5 of this report. 

Conclusion 

AERC's current and proposed structures are well designed and suitable for the effective 
We feel that based on the increase in activity levels causedimplementation of its programs. 


by the Collaborative MA program and the move to improving performance in the Publications
 

and Dissemination activity increases of staff in these areas isjustified. We did not review the
 

need for junior support staff.
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OF SENIOR MANAGEMENT AND STAFFQUALIFICATIONS AND EXPERIENCE 

We reviewed the qualifications and experience of senior management staff. Our observations 

are as follows: 

senior staff at AERC are highly qualified and technically competent. In addition they 

possess extensive and relevant experience in the areas of economic research and 

training 

the incumbent Executive Director will soon be leaving because his term of 

employment is complete. AERC policy encourages turnover, not only in senior 
It isfelt that a changeSecretariat staff but also in its Board and Advisory Committee. 

in staff and members will prevent the development of personal empire building while 

at the same time encouraging different ideas to be voiced. In the current situation the 

Executive Director's position is being filled by the former Research Coordinator who 

has been with AERC since 1989. He is therefore fully conversant with the programs 

This also reduces any risk inherently associated with losingand operations of AERC. 

the Executive Director. An Executive Assistant has been hired with !he intention of
 

providing continuity as senior management change.
 

detailed job descriptions are available for these senior staff as well as for the support
 

staff
 

the quality of AERC's support staff is also high. Most are computer literate and plans
 

for future training are provided for in the budget.
 

Conclusion 

of highly qualified, experienced and dedicatedAERC's secretariat is staffed by a team 
The required liaison andprofessionals supported by an equally able team of support staff. 

review by the Board and the Advisory Committee also ensures that the organizations 

objectives. policies and procedures are adhered to. 

While changing senior management too frequently has inherent risks, an attempt to reduce 

this risk is being made through the establishment of an Executive Assistant position. 
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INTERNAL CONTROL STRUCTURE3 

3.1 INTRODUCTION 

we reviewed the systems of internal control. Our review consideredAs part of our work. 

those controls whicn we felt were significant.
 

The management of AERC are responsible for establishing and maintaining systems of 

internal control. The objectives of such systems are to provide management with reasonable. 

but not absolute assurance that assets are safeguarded against loss from unauthorized use 
accordance with management'sor disposition, and that transactions are executed in 

properly to permit the preparation of financial statements in
authorization and recorded 

accordance with generally accepted accounting principles.
 

We noted certain matters involving the internal control structure and its operation that we 

consider to be reportable conditions under standards established by the American Institute 

Reportable conditions involve matters coming to our
of Certified Public Accountants. 

attention relating to significant deficiencies in the design or operation of the internal control
 

structure that. in our judgement. could adversely affect the entity's ability to record, process,
 

summarize, and report financial data consistent with the assertions of management.
 

orA material weakness is a reportable condition in which the design or operation of one 

more of the internal control structure elements does not reduce to a relatively low level the 
occur and not be

risk that errors or irregularities in amounts that would be material, may 

a timely period by employees in the normal course of performing their
detected within 

assigned functions.
 

We have therefore classified our findings into two categories. namely: reportable conditions 

and material weaknesses. 
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SCOPE OF OUR REVIEW 

For purposes of our review, we classified the signif icant' controls in the following categories: 

Control Environment 

The control environment represents the collective effect of various factors on establishing, 

enhancing or mitigating the effectiveness of specific policies and procedures. It generally 

actions of the Board of Directors and
reflects the overall attitude, awareness and 

Management. Our review specifically focussed on: 

=inancial Management Capabilities 

Familiarity with USAID Rules 

Accounting Systems 

of the methods and records established to identify,
The accounting system consists 

and report an entity's transactions and to maintain
assemble, analyze, classify, record 

effective accounting system gives
accountability for the related assets and liabilities. An 

appropriate consideration to establishing methods and records that will: 

identify and record all valid transactions 

the transactions in sufficient detail to permit proper
describe on a timely basis 

classification of transactions for financial reporting 

that permits recording their proper
measure the value of transactions in a manner 

monetary value in the financial statements 

period in which transactions occurred to permit recording of
determine the time 

transactions in Ithe proper accounting period 

present properly the transactions and related disclosures in the financial statements 

Under this segment we specifically reviewed: 

Budgeting and Funds Management 

Disbursement of Funds including Payroll 

Reporting to USAID 
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Control Procedures 

Control procedures are those policies and procedures in addition to the control environment 

and accounting system that management has established to provide reasonable assurance 
Control procedures have various objectives

that specific entity objectives will be achieved. 
Generally, they may

and are applied at various organizational and data processing levels. 

be categorized as procedures that pertain to: 

Proper autnorization of transactions and activities 

Segregation of duties that reduce the opportunities to allow any person to be in a 

position to both perpetrate and conceal errors or irregularities in the normal course 

different people the responsibilities of authorizing and 
of his duties-assigning 

recording transactions, and maintaining custody of assets
 

ensure 	 the proper
Design and use of adequate documents and 	 records to help 

monitoring the use of prenumbered
recording of transactions and events, such as 


payment documents
 

Adequate safeguards over access to and use of assets and records, -uch as secured 

facilities and authonzation for access to computer programs and files 

Independent checks on performance and proper valuation of recorded amounts, such 

assets 	 with records. computer-programmedas reconciliations, comparison of 
reports summarize the detail of account 

controls, management review of that 


balances and user review of computer-generated reports
 

Based 	on the above therefore. we reviewed: 

* 	 Authorization of Transactions and Activities
 

Bank Reconciliations
 

Asset Management Control
 

* Electronic Data Processing Controls
 

* 
 Written Policies and Procedures 

* 	 Segregation of Duties
 

Use of Pre-numbered Documents
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3.3 FINDINGS AND RECOMM9NDATIONS 

Scope Limitation 

At the time of our review of disbursements, our scope was limited in that we were not given 
access to personnel and payroll records. The Financial Controller felt that this information 
was confidential and outside the scope of our review. We were therefore unable to test 
transactions or determine whether any weaknesses exist regarding this area. 

Client Response 

The Auditor was given access to most payroll records except the letters of appointments as 
this was considered to be outside the terms of reference presented to AERC. However, 
subsequent to the review this information was offered to the auditors and to the USAID 
regional office in Nairobi on need basis. 

Price Waterhouse Comment 

Only access to Statutory Deduction records was granted at the time of our field work. These 
records however were of minor importance and use. We were unable to verify and review 
the major components of employees remuneration without access to the letters of 
appointment. The offer of access was unfortunately made after completion of field work and 
the issuance of the draft report. 

Summary 

Our overall assessment is that AERC's systems of internal control are generally adequate and 
effective. There are, however, a number of weaknesses that we feel need to be addressed 
in certain specific areas. As stated previously, we have classified these as reportable 
conditions and material weaknesses as indicated below. 

3.3.1 REPORTABLE CONDITIONS 

Disbursements 

Not all paid invoices are stamped *paid" so as to cancel them thereby safeguarding against 
duplicate payments. Though we found no such duplicate payments we noted several 
invoices which had not been canceled upon payment. Cancellation of paid invoices will 
minimize the likelihood of erroneous or fraudulent duplicate payments occurring. 

Recommendation No 1 

All invoices should be stamped paid" after payment to safeguard against erroneous or 

fraudulent duplicate payments. 
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Client 	Response 

All invoicei are currently being stamped 'paid" after payment. 

Procurement system 

We reviewed several significant purchases that were made in the last two years (covering 

both goods and services). We were unable to determine the reasonableness of the prices 

and tees charged because no quotations or pnce comparisons werE available. Procurement 

files that clearly show the basis of selection for a particular vendor are not maintained. 

Recommendation No 2 

a formal procurement system. Such aWe recommend that AERC should implement 
system should specify expenditure leveiz beyond which competitive procurement of 

The use of Local Purchase Orders (lI.POs) shouldgoods and services should be done. 

also be introduced to ensure that only properly pre-authorized purchases are made.
 

Client Reonse
 

AERC now has in place a procurement and inventory control system which provides the
 

following:
 

Specific expenditure levels for consumables. services and capital goods have been 

set, beyond which competitive procurement of goods and services is mandatory. 

These are contained in the Administration and Financial Procedures Manual 

supplement by the Inventory Control Operating Manual. 

Local purchase orders are now in use for procurement of pre-authodzed purchases 

of goods and services. 

* 	 Where applicable competitive prequaliflcation is used to select the most cost effective 

and reliable supplier. Appropriate paper trail is maintained for the decisions and 

awards. 

Bank Reconciliations 

However, withAERC's bank reconciliations are regularly prepared and property reviewed. 


respect to the Citibank New York account we noted several stale dated checks which had
 

not been reversed in the books of account.
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Recommendation No 3 

AERC should ensure that reconciling items are cleared on a timely basis. 

Client Response 

All stale checks were reversed at year end (31.03.94) and subsequently this is being done 

on monthly basis. 

3.3.2 MATERIAL WEAKNESSES 

Financial Reporting 

It does,The current financial reporting system does not report on a donor by donor basis. 

however, have this capability as evidenced by the separate accounting done for the African 

Capacity Building Foundation (ACBF). Donors in some cases will pledge funds but tie these 

to specific activities e.g. training. The need therefore, to report on a donor basis does exist. 
the Financial ControllerUSAID in particular. requires such reporting. Discussions with 

indicate that the only change in the accounting system required to facilitate this would be 

instituting the use of the donor code when distributing/assigning costs on the current check 

requisition/payment voucher form. 

Recommendation 4 

AERC should ensure that the current facility for donor based accounting is developed 

and utilized where required. In particular this needs to be done for USAID. 

Client Response 

Board, of which USAID is a member,
The Consortium's policy as approved by the AERC 

The Africanbased on contnbutions to the core fund. encourages a reporting system 
Capacity Building Foundation is not a member of the consortium but provides support to 

specific AERC activities, as such the reporting is being provided separately. Although AERC 

accounting system is now computerized, the complexities implied by specific donor 

reporting, considering that there are 13 donors are immense. To-date AERC has provided 

separate reports for USAID grants by completing SF269, 270 and 272. This has been done 

office of Financial Management in Washington D.C.in close consultation with the USAID 
AERC will endeavor to improve on the content of such reporting as per the recommendation. 
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Price Waterhouse Comment. 

Our discussions with the Financial Controller did not indicate that instituting the use of a 

In fact it was stated that donor codes did already exist butdonor code would be onerous. 
Review of the payment voucher also indicates that this formwere simply not being used. 


already provides space for the coding of this information.
 

270 and 272 does not meet theThe data provided to USAID in the reports SF269, 
For audit purposes. either the donorinformation requirements that an auclit would require. 

code should be used or ifAERC feels that this is too difficult a manual listing of invoices. etc 

should be maintained to indicate specifically what USAID has paid for. 

During our review of the current results we noted that budget data loaded into the financial 
the strategic plan.reporting system did not agree to the published budget figures in 

It is important to
Amendments to the original budget are made as required during the year. 

that the financial reporting system is updated for such changes. In this wayensure 
management will have accurate data on which to base their decisions. Further investigation 

cause for the difference was an omission in
and reconciliation indicated that the major 
loading of the Grants for Institutions budget of USS 609.000 under the Collaborative MA 

Program cost center. 

Recommendation 5 

that budget data loaded into the financial reporting system is
AERC should ensure 
current. complete and accurate. Any adjustments made throughout the year should be 

done on a timely basis. 

Client Response 

The omission of the budget item mentioned in the report was inadvertent in view of the fact 

that this was the first year that the computerized system was being used and the debugging 

process was continuing. This fact was made know to the auditors and the adjustment done 

subsequently. 

Price Waterhouse Comment 

The budget variance was highlighted to the client because it had gone undetected and been 

outstanding for most of the year. The recommendation was made in order to emphasize the 

need for accurate and timely budget information in order for management to be able to 

properly monitor their expenditures and level of activities against projected resources. 
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Our findings regarding familiarity with and reporting to USAID are discussed in detail in 

Section 5 of this report. It should be noted here, however, that material instances of 

noncompliance were discovered. 
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4 FINANCIAL CAPABILITY 

4.1 INTRODUCTION 

our findings with regard to AERC's financial capability. TheIn this section, we detail 

evaluationQt the Consortium's capability involved among other tasks:
 

reviewing the past financial performance 

reviewing the current financial position especially with regard to financial resources 

on hand 

to the planned or budgeteddetermining the adequacy of future funds in relation 
activities 

over or under reliance on specific donors.determining the extent of AERC's 

4.2 PAST PERFORMANCE 

During the five years of AERC's existence its program budget has grown from US$ 1.4 million 

to USS 8 million. During this period, the Consortium has been able to contain its program 

e:xpenditure within its financial resources thereby resulting in an accumulated surplus fund 

of US$746.000 as at year ended 31 March 1993. This surplus is only about 9% of the current 

budget but it does illustrate the fact that AERC has not experienced a shortage of funds 

during the short time that it has been in existence. This performance has been brought 

about by the ability of the current management of AERC to raise funds from donors and to 

revise and limit their activities in light of available resources. 
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The table below highlights AERC's financial performance during the last 3 years. 

Dec 31 1990 Dec 31 1991 Mar 31 1993 

uss'000 USS'000 USS'000 

INCOME STATEMENT 

1,43 1.507 3.193 
Grant income 

1,119 1.436 3,212
Cash expenses 1050 0Depreciation 

3,3171.119 1.436
Total expenses 

Balance Sheet 

2610 0
Fixed Assets 860432 287
Preaaids and Receivaoles from Donors 

6381,114 1,344Casn 

1.546 1.631 1,759
Net Assets 

(1,013)(732) (746)
Grants Received lor Future Periods 

814 885 746 
Fund Balance 

- March 31
the Consortium's financial year was changed to the period April 1 

CURRENT PERFORMANCE 

The unaudited financial statements as at 31 January 1994 indicate that the Consortium will 

have a surplus at the end of the current financial year. Funds received are well in excess of 

US$ 6 million and expenditure to 31 January 1994 is approximately US$ 4.1 million. 
surplus

Projecting expenses for the remaining two months until year end will still result in a 

of approximately USS 0.5 million with an estimated cash balance in excess of USS I million. 
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The table below shows the current finanruip resulis ar,J Posilion. 

Unaudited Results for the penocl.Apnil 1. 1993 to January 31. 1994 

US$'000 

INCOME STATEMENT 

5,608Grant income 

3.810Cash Expenses 

Non cash expenses 56 

3.866Total expenses 
992Surplus/(Deficit) 

750ReserveiWorking Capital Fund 

BALANCE SHEET 

420Fixed Assets 
75Other Current Assets 


2,354
Cash 


(328)Current liabilities 

2.521Fund Balance 

As in previous years. AERC has not had any financial difficulties during and will most likely 

have a surplus at the end of the current financial year. The value of this and the cumulative 

surplus should however be evaluated against the forecast program commitments. 

In particular, the MA training program which is the most ambitious and costly program that 

the Consortium is currently implementing requires significant cash outlays in the next two 

years. This may well be at a time when the Consortium may not be in a position to generate 

the required funds from donors and itwill therefore have to revert to its accumulated surplus 

To provide for this. however, the AERC Board has approved the accumulation overfunds. 

the next three years. of US$ 2.5 million as a reserve/working capital fund.
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FUTURE FUNDING 

From agreements that have already been signed. AERC appears certain to receive at least 

USS 4 million in each of the,,ext 2 years. These funds will be provided by about halt of the 
included. The single largest non.Consortiumexisting members of the Consortium. USAID 

member included' in Ihe above funding is the African Capacity Building Foundation. (ACBF) 

which is expected to provide approximately USS 3 million in the next 2 years towards the 

The table below shows the value of commitments and
Collaborative MA Training Program. 
pledges by donors as of February 1994. 

DONOR 1990 1991 1992/93 1993/94 1994/95 

Value 
(US,'Oi 

% 
0001 

value % vague
(SUSoo$'0 

% Value 
(UI$'O(USSOOO 

% Value 
(US$'000) 

% 

CIOA 
:ORC 
SAREC 
'BRO 
Fora Founoation 

119 
215 
113 
100 
100 

8 
15 
3 
7 
7 

318 
207 
200 
100 

22 
14 
14 
7 

230 
358 
200 

75 

8 
12 
7 
3 

383 
394 
325 
300 

6 
6 
5 
4 

1,050 
28 

1,000 
250 

0 

13 

13 
3 

OANIDA 
Norway 
Nenerlans 
ODA 
USAIO 
Rockefelier 
SIDA 
DenmarK 
AIDAB 
ACBF 
EC 

126 
150 
149 

88 
250 

9 
11 
11 
6 

18 

107 
ISO 

(15) 
128 
250 

8 
10 
(1) 

9 
17 

75 

197 
250 
314 
993 
112 
152 

3 

7 
8 

10 
33 

4 
5 

436 
1.218 

1.000 
175 
781 
I50 

1.500 
60 

6 
18 

15 
3 

12 
2 

22 
1 

450 
1.200 

100 
400 
250 
500 
150 

0 
1.500 

630 

5 
1s 

1 

7 
1 

2! 

New Donors 

Total Grant 1.410 100 1,445 100 2.956 100 6.722 100 7.508 10( 

Income I 

DISTRIBUTION OF DONOR SUPPORT 

These donors include American,AERC receives financial support from a varety of donors. 


Scandinavian, as well as other European international agencies and governments. Of
 

single donor provides a disproportionately higher level ofnoimportance is the fact that 
For this reason, the Consortium can exercise flexibilityfunding than the other donors. 

without the risk of being paralysed by the withholding or discontinuation of funding from any 

one donor. 
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CONCLUSION 

AERC has experienced tremendous growth and success in the past. However, it will always 

remain financially dependent on donors for support. As long as it continues to limit its 

expenditure to the resources made available to it, it should remain financially sound. 

The only indication that we have that this situation could change is the introduction of the 

Collaborative MA program which requires AERC to make a long term commitment without 

absolute assurance that funds will be available. The organization is, however, reducing the 

risk associated with this program by establishing a reserve/working capital fund to ensure 

future resources are available when needed. 
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WITH GRANT AGREEMENT TERMS. LAWS AND REGULATIONS5 COMPLIANCE 

5.1 INTRODUCTION 

USAID requires all grantees or recipients of its funds, regardless of country or legal entity, 

to comply with the terms and conditions included in the grant agreement and attached 

provisions and rules. In general. such compliance cannot be waived by a Mission or by 

USAID/Washington. The management of AERC is responsible for ensuring compliance with 

laws, regulations and the terms of the grant agreement. 

in testing AERC's compliance with grantWe perfotmed various steps in this review 


agreement terms and conditions. These tests included:
 

a review of the grant agreement provisions and related provisions and regulations to 

identify those provisions and regulations that AERC is likely not to have complied with 

(See Appendix 6) 

limited detailed testing of transactions to evaluate AERC's compliance with these 

provisions and regulations. 

Our objective was to obtain reasonable assurance as to whether AERC complies with the 

relevant terms and conditions. 

MATERIAL INSTANCES OF NONCOMPLIANCE5.2 

Material instances of noncompliance are failures to follow requirements, or violations of 

prohibitions. contained in statutes, regulations, contracts. or grants that cause us to conclude 

that the aggregation of the misstatements resulting from those failures or violations is matenal 
that such material instances ofto the financial statements. Our findings indicate 


noncompliance exist and these areas are presented in the following paragraphs.
 

26 



PRICE WATERHOUSE FINAL REPORT 
RESEARCH CONSORTIUMFINANCIAL REVIEW OF THE AFRICAN ECONOMIC 


(AERCI
 
USAID GRANT NO. AOT.0546.G-O0-3181-00
 
MARCH 1994 

5.3 FINDINGS AND RECOMMENDATIONS 

standardWe noted several instances of noncompliance, with standard and optional 

provisions of the grant agreement. which we present below. 

Accounting for USAID Funds Received 

AERC does not maintain a separate bank account for USAID funds and the grant agreement 

does not require them to specifically do so. However, the USAID Handbook Standard 

Provisions (Chapter 13) paragraph 2 (a) 2 states that: 

shall maintain books, records. documents and otherThe grantee 
evidence in accordance with the grantee's usual accounting procedures 

The grantee's financialto sufficiently substantiate charges to the grant. 


management system shall provide for the following:
 

(2) Records that identify adequately the source and 

application of funds for AID-sponsored activities... 

Effective control over the accountability for all funds....(3) 

A further requirement (See Standard Provision 3 - Refunds) states that the Consortium must 

be able to determine what the outstanding balance is from time to time in order to determine 

any interest earned on USAID funds advanced. As AERC is not currently requesting 
However, should advances be requested in future the

advances this is not a maior concern. 

ability to separately account for such funds is required.
 

Discussions with the AERC Financial Controller indicate that if the use of the donor code is 

instituted for the identification of USAID transactions, then a running balance of advances 

received and accrued interest relating to the same could be easily calculated and maintained. 

Recommendation No'6 

where Advances of USAID funds are received, AERC must
For future transactions 

identify the 
ensure that they maintain a running balance for such funds in order to 

interest earned on any funds requested which are not expended in the short 'term. This 

will also allow them to monitor the expenditure levels of USAID funds thus forming the 

basis for justification of future advance requests. 
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CIiont Response 

AERC has in the past requested for reimbursement rather than advances of USAID funds. 

Should we opt for aavances. identification of interest earned on USAID funds will be ensured. 

However maintaining a separate account for USAID funds is not the only way to ascertain 

interest 	earned on these funds. We note that maintaining a separate account is not a 

requirement per se under the agreement. 

Price Waterhouse Comment 

We agree that AERC is not required to maintain a separate bank acc6unt. There is a need 

however to be able to determine the amount of interest earned on USAID funds advanced. 

This recommendation will also enable the Consortium to request future advances based on 

actual cost information. We are therefore recommending that this be done by maintaining 

a running balance. 

Accounting for USAID Funds Expended 

Currently, USAID funds a proportion of AERC's expenses with separate dollar amounts 

approved to fund various broad expense categories in AERC's budget. The accounting 

system as it currently exists does not account for the expenditure of these funds on a distinct 

It is therefore not possible to determine if USAID is funding non-allowabletransaction basis. 
Ar. attempt to compare the budget line items as detailed in the grant agreementexpenses. 


against actual expenditures was not possible as expenditures are not accumulated along the
 

same groupings in the accounts.
 

The USAID Handbook Standard Provisions (Chapter 13) paragraph 2 (a) 2 states that: 

The grantee shall maintain books, records, documents and other 

evidence in accordance with the grantee's usual accounting procedures 
to sufficiently substantiate charges to the grant. The grantee's financial 
management system shall provide for the following: 

(2) 	 Records that identity adaquately the source and
 
application of funds for AID-sponsored activities...
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are supported by(7) Accounting records that 
that at a minimum will identify,documentation 

segregate. accumulate, and record all costs 

grant and which fully discloseincurred under a 
(i) the amount and disposition by the grantee of 

the proceeds of such assistance, (ii) the total 

cost of the project or undertaking in connection 

with which sucn assistance is given or used, (iii) 

the amount of that portion of the cost of the 

project or-undertaking supplied by other sources, 

and (iv) such other records as will facilitate an 

effective audit.' 

of a donor 
Discussions with the AERC Financial Controller indicate that instituting the use 

code would facilitate the separate identification of USAID transactions. AERC would also be 

able to identify its USAID expenditure level and thus have a basis for justifying requests for 

future cash advances. 

No 7Recommendation 

that USAID funded transactions are distinctly identified. 
AERC should ensure 

Client Response 

for funds has been based on 
The current reporting and accounting practice USAID 

predetermined line items reviewed and approved by the USAID Contracts office for the period 

This practice took into account the fact that transactions are lumpy
covered by the grant. 

shared by the different donors of the Consortium. hence a prorated share 
and that they are 
of the pre-approved line items has been the basis for accounting of USAID funds. Under this 

situation the prorated sharing of individual transactions may be inevitable. It is important that 

in implementing this recommendation the accounting by specific transaction will have to 

accommodate split attribution to multiple donors. 

Price Waterhouse Comment 

or expense
The ability to distribute one payment or expense item among several donors 

accounts is basic to all accounting systems. The recommendation does not mean to imply 

that one transaction is to be funded by one donor. An audit trail to specific payments should 

be ensured, whether or not all or part of the payment is being funded by USAID. 
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Optional Standard Provision 3 - Payment Periodic Advance 

Several requirements of this optional standard provision have not been complied with. These 

incluce requirements that: 

periodic advances be limited to current disbursement needs. As AERC does not 

account for USAID funding on a separate basis it is not possible to justify advances 

obtained from USAID on the basis of current disbursement needs. (See discussion 

regarding Recommendations 6 and 7) 

requests for advances (forms SF-270) be submitted at least monthly. AERC has only 

made one such request under the current grant. This request was for USS1 million 

and was made in January 1994. The amount requested was actually meant to cover 
a reimbursement ratherexpenditures for the current financial year and is therefore 


than an advance request. (See discussion regarding Recommendations 6 and 7)
 

the federal cash report (SF-272) be submitted within 15 days after the end of every
 

quarter. The final tranche (USS250.000) of the first USAID grant to AERC was
 

received in December 1992. However, the federal cash report was not submitted until
 

May 12. 1993. This was long after the project completion date of December 31,1992.
 

Recommendation No 8 

AERC should ensure that: 

on current disbursement needs* 	 if it requests advances that they be based 
that they be done on at least a monthly basis* if it requests advances 

* it meets USAID reporting deadlines 

Client Response 

We note that the use of advances is optional. Should AERC opt for this then appropriatA 

reporting deadlines will be met. 

Price Waterhouse Comment 

Reporting deadlines for certain information are required to be met regardless of whether or 

not advances are obtained. 
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Audits in Accg.Jance with the Requirements of OMBStandard Provision 2(a1, 8(c) -

Circular A-133. "Audits of Institutions of Hfigher Education and Other Nonprofit 

Institutions" 

Standard Provision 2(a), 8(c) states that: 

"(c) if the grantee is a nonprofit institution, it shall
 

conduct audits in accordance with the
 
'Audits
requirement of 0MB Circular A-133, of 

Institutions of Higher Education and Other 

Nonprofit Institutions" and shall ensure that 

nonprofit subrecipients conduct audits and 

submit them to the grantee in accordance with 

the Circular.' 

While AERC has yearly audits performed these audits do not meet the requirements of OMB 

Circular A133. Audit coverage as presented in the reports was primarily limited to a review 

of AERC's overall financial statements. They have therefore not complied with this provision. 

Recommendation 9 

AERC should request that such an audit be performed for the current year end. It should 

performed in accordance with this requirement.
also ensure that future audits are 

are 
A review of subrecipients should also be performed to ensure that any which 

required have such audits performed as well. 

Client Response 

In
None of the non-profit sub-recipients have received single grants in excess of $24,999. 

such cases 0MB A 133 stipulates that no audit of such subrecipients is required. The line 

excess of this amounts were for start-up grants and
items involving individual grants in 

operating grants to departments of economics involved in the teaching of the collaborative 

MA programme. The amounts involved were shared by the various donors on a prorated 

basis with no single contribution in excess of $24,999. 

In future AERC's own external audit will be done in accordance with A133 requirements. 
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Except as described above, the results of our testing indicate that, with respect to items 

tested, AERC complied in all material respects. with the grant agreement terms, applicable 

laws and regulations. With respect to items not tested, nothing came to our attention that 

caused us to believe that AERC.had not complied, in all material respects, with grant 

agreement terms, applicaole laws and regulations. 
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6 PROPOSED DIRECT AND INDIRECT COSTS 

6.1 PROPOSED COSTS 

AERC submitted a cost proposal to USAID for funding consideration in April 1993. This 

proposal was me basis upon which the current grant of US$ 2.6 million was awarded. It was 

derived from the 1993/94 budget. USAID is funding only a portion of the total budget. 

Budgeting Principles and Procedures 

the mostThe Statement of Work required that we determine whether costs are based on 

current, complete and accurate pricing data available. In order to determine this and based 

on the 	fact that the budget served as the basis for the grant agreement we reviewed the 

budgeting principles and procedures used by 
I
AERC in arriving at these estimates. (See 

Appendix 7 for a Summary of the Budget) 

The AERC Budget is based on the following principles: 

" 	 The level of activity for each module is determined afresh each year according to 

overall objectives and an ordering of priorities within the program. This . zero 
based budgeting "means that priorities are reflected by real levels of activity. 

* 	 Estimates of unit costs are determined based on current prcing data. These are then 
multiplied by the activity level planned to generate the total expenditure by cost 
center. 

" 	 This information provides two basic sets of indicators for monitoring the 
implementation of ongoing activities. The first is the level of activity and the second 
is the unit costs, derived in turn from estimates of specific expense items. 

" 	 Initial estimates of activity for each program are subsequently adjusted to conform to 

projected income. The latter is conservatively estimated on the basis of actual donor 
commitments. as well as prospective cash flow, so that expenditure never exceeds 
the funds actually available at any given time. 

We also compared previous performance with projections. Based on our review we believe 
that the costs submitted to USAID are based on current, complete and accurate pricing data 
in as much as these were based on the budget so derived. 
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We would also like to pointout that. our review of the 1993/94 budget indicates that the 

estimated dollar value costs of activities planned for the year. The 
figures are based on 

1994, totalUSS 7.4 million but by the end of Marcn
Consortium planned tOospend 


expenditure is not expected to exceed US S 5.7 million.
 

There are several reasons which account for this positive variance: 

carried out at a lower level than planned (training program for 
•. some activities were" 


example) 

price differentials which favored AERC due to exchange rate movements. 

based on AERC's budget, then the over-
As the cost proposal submitted to USAID is 

the actual costs recovered from 
budgeting reflected above should ideally be reflected on 

However. AERC has claimed from USAID the total funds committed for the 1993/94
USAID. 

We are however, unable to 
financial year. notwithstanding the favorable budget variance. 


determine is any of this favorable budget variance should have been applied to the USAID
 

grant budget items.
 

INDIRECT COSTS
 

reimbursable. We are unable to 
The grant agreement specifies that indirect costs are not 

determine if any such costs were charged to USAID as specific transactions have not been 

identified. 
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AERC Board of Directors and Officers 
as of March 31. 1993 

PositionMemoerOrganization 

Or K Prewita Chairman of the 
Rockefeller Foundation 

Board 

PresidentOr C Gwin * Overseas Development Council 

Dr T Bayard Treasurer & Board 
Institute for International Economics 

Member 

Board Member 
Swedish Agency for Research Cooperation Dr T Alberts " 

with Develooing Countries 

Ministry of Foreign Affairs. Netherlands Ors Husman - Vejsova Board Member 

Dr I Hussain Board Member
World Bank 

Board MemberOr C Pestieau
International Development Research Center. 
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Board MemberDr J SmithUS Agency for International Development 

Overseas Development Administration. UK 	 Mr B Thomson Board Member 

Dr D Court Secretary
Rockefeller Foundation 

Ms L Mullen Assistant Secretary
Rockefeller Foundation 
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REVIEW OF AFRICAN 
9CONOM C RESEARCH 

CONSORTIUM
 

- BACKGROUND
ARTICLE I. 

(AERC)IncorporationConsortium,Research AERCThe African Economic 

as r non profit organization.
(NGO)

was 
is L-egisLercd 

incorporated in June as 
1988 
a Non-G 

ifrica.
vernmental Organization 

In Kenya 
inis continent-wideIts pLogram andthe economicis to promoteof the AERCobjectiveThe overall 

social development 
of sub-Saharall African 

countries through
 
The


and formulation. 


direc ed toward the 
strengthening of
 effective economic 

policy analysii 
into problems

consortium's activities 
are research 

to conduct indepen [ent The 
local capacity of Af ican economies. 

pertinent to the 
management functional elements:
 comprises fo kr 


consortium's program 


research, meetings, 
training, and capacity 

buildinlg and
 

publications.
 

nd nonlGovernmental
 
funded by various 

donors 

AERC is 

organizations including:
 

USAID
o 
 Foundation
Rockefeller
0 for .vopment Research 
Canadian institute0 )evelopment Agency
 

Swedish Agency for 
Rese rch and Economic 

Cooperation
canadian international 
o 
0 f $1 million to AERC 

in 
ized a grat grat wsntstrmat"1fprgThe 

through the estimated
ftirtherac ADauthorize 
a 

1990inJklnerance of program objective adior
wnprane
Te rat 
 di
 
completion date of 

December 1993. 
services, insurance,


uditgoan

ining and capacity
ro
activities relating 

to consultan 
e ected to ap


committee, research, 
meetings, t 

pC's programs
Tn 1993, AID is 
publications.

grant of $3 million 

for funding 


ermine whether! 
- OBJECTIVEARTICLE 11. !R 

tative ability 
an, 


to deteispan of
 
The specific objectives of this 

I view are 


a workload,
cdn
'RC ,as sufficient 
adgmilis ogram 

band 

A. to administer the 
p 

orecasted porcontrol current and 
pekloaorganization's Cr 

e sadce.
staffing levels and past p for 


AERC'S internal control str cture 
is adequate and
 

B. 


C. AERC is financiallY 
capable of performing 

the proposed
 

work.
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AERC complies with agreement terms and applicable laws
D. 


and regulations.
 on thebasedC st rate is
indirect 

E. AEIC'S provisional 
current, complete, 

and a .curate data.
 
most 


- STATEMENT OF WORK
 
ARTICLE III. 


a rev ew of the internal 
control
 

The contractor shall 
perform

capabi ities and 
the current
 

systems, the administrative 


provisional indirect 
cost rate of [frican 

Economic Research
 

Consortium (AERC) 
of Nairobi, Kenyx.
 

-o report on AERC's internal
 
The objectives of this review 

are 


rogram operations (in
 

control structure with 
respect to 


managemerm'S capability 
for fulfilling
 

accordance with SAS 63), 
an evaluatLon of the 

overhead rate, if
 

the proposed agreement, 
 The review should
 

other relevant matter 
found during the work.
any, financial capability 

to perform the proposed 
work and any
 

provemanL and 
proPO

in need of I 


analyze problem 
areas 


one dered as the basis for 
the
 

recommendations. 


should be
 
The following areas 


y to effectively carry
rbil
review. 

ng areas,


the project in the follo 
. Analyzout 

and proposed
ocurrent 


taffing levels 
with respect 


S. 

levels of project activitY, i
 

ing similar agreementS.
2. Past performance in administ 


of I pOrts and 
other projeCt
 

of submission 

3. Timeliness 


documentation. e
 
f the project:pLUVu11""
ns inairect
Analyze the proposed costs osal for the project.
B. 


c cost pr
1. obtain a COPY 
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complete and
 
aurect 

urrentc
2. Determine wnetner 

tne 


costs are based 
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accurate pricing data availa 
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Charging
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to AID, determine 
whether th 


reasonable.
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Review the recipient's 
intern l control structure
 internalC. keeping


of accounting, recor the(systemfs 1 and policies forcontradministrativecontrol, 
ot tunds):management 

record koeping and 
accolnting,

1. Evaluate the recipient's to determineystemsmanagementfinancialoverall adequate and effective. whether they are 

2. Evaluate the Recipient's 
syst fm of internal 

control
 
structure.
 

3. Determine whether 
there has bjen any 

significant
 
luring the previous 

three
period.
year 


of the
 
reduction in operating 

funds 


4. Evaluate the 
procedures used 

in the preparation 


reimbursement requests and de ermine 
if these
 

in a timely, accurate,
 
procedures will likely 

result request.

reinbursement 


and proper submission 
of 

gotAbliahedion haM toinstit uate these policiespolicies for panlning and eva 
5. Determine 

whether the 


entS are supervibu and
 
their aplis
determine if 


G. Evaluate the input and outPut procedures of electronic
 
Evaluated.(EP) 

hEDP).
data processing department 


t has a separate bank 
7. Determine whether the r~pCiPi 

account for each 
donor.
 

apabilltY for performing
5 financial 

D. Analyze the AERC'
 

the proposed work:
 

e on hand and lines of
Determine if current assets 

' ffiCient to pay ewpeises
credit,, if applicable, are ebu oraidarn 
until AID makes periodic 

rei 

may have 0other projects that st be consideredfow.Also, (n 

sider that it will 
take
 

regrd the time an organizationcashfw. Also
mayrate y 

xess
f 0 r se h
onthe
..
repprd,3mately two 


urges the expenses.
pays its bills until AID re I 


n n compliance with
 

ag.ement terms and applicab 
e laws and regulations
on any instances 

of 
EReport 


he above work.
identified in the course of 

Discuss results 
with RIG/A/N 

and approp
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Obtain additional information 
concerning
 

officials. 	 It into the
 
thc project or program 

and itA.orporat! 


appropriate.
report as 


a report of findings, 
conclusions, and
 

G. 	 Prepai-A 

recommendations.
 

- REPORTSARTICLE IV 

findings, conclusions,
 a re rt of 
 specified


The contractor shall 
prepare 

with RIG/A/N as 
in coordinatic 

and recommendations 

below:
 

The report shall 
be written 3n English.
 

A. 


The report shall contain 
the scope# objectives, and
 

B. 

background of the 

review and should 
identify the period
 

Background information 
should
 

covered by the review, AID 
ploject names and numbers
 

should also be included. 

mentioned in the
l e of the
 

include an explanationn of 


report and provide 
a general description 


project.
 

include a d scussion 
of the following:
 

C. 	 The report shall 


for fu filling 
the proposed
 

1. Management 
capability


/ agreement.
 

nternal control stru(ture and its capability to
 
. ageC' 


a

accurately record accounting 

data for agreement
 

and any material 
w aknesses identified 

as 


purposes,

result of the 

evaluation.
 

rm the proposed 
work.
 

to perf 


3. Financial 
capability 	 laws and
 

te ms and applicable 

with agreement 


4. Compliance
regulations

5. The proposed 
indirect cost r 

te.
 

report shall contain 
a a atement of Positive
 

The se items tested for
 
with 	respect to th 


compliance with applicable 
I ws, regulations 

and
 
assurance 


terms and negative a[i'iL-&fce on those items
 
agreemlen 

It shall also c ntain 
comments on all
 

not tested. 

instances of significant 

non ompliance.
 

The report shall 
discuss sig ificant 

findings,
 

E. 
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the ondition (what is),
 
including description ot 
 eF tect (differe'nce between
 
criteria (what should be), of thte~e . The c3Luse 
what is and what should be) and recommeldations to 
ieficiencies will Also 

be not F 

correct the deficiencies 
will-oe ijcluded.
 

of responsiblenent viewspertcontainshallF. The report 
officials of the organization 

concerning the
 
If possible, their
 

conclusions and rec6mmendatioa. 


views should be obtained 
in writing.
 

table of
 

The report shall 
contain a ti-le 

page; 

a. 


contents, transmittal letter 
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HIGHLIGHTS OF PHASES 1. 2 AND 3
 



Chart 1: Highlights of Phases I, II and III
 

Phase 	 Training 


I
 

7/88 to 12/90 • thesis research awards 


* 	graduate training studies 

institutional support 


II
 

1/91 to 3/94 • detailed planning: Nigeria,

francophone 

. commencement of anglophone 
Collaborative MA 

. doctoral fellowships 

III (Proposed)
 

4/94 to 3/97 implementation of anglophone
Collaborative MA 


* 	doctoral fellow-.hips for staff 

development 


studies of doctoral level 

training in Africa 


Research 


thematic research 


research cycle
 

coverage to West/ 

francophone Africa 


inclusion of trade policy

collaborative/comparative 


research
 

quality 

and relevance
 

enhancing technical skills 


of researchers 


incremental expansion of
thematic coverage 


focus on efficiency of 

policy instruments and

longer term growth
 

increasing use of
 
non-thematic modalities
 

Publicationa anti DasenatjOq
 

Final Report, Research Papers,
 
Special Papers, Newsletter
 

•suport for regional journals
 
profession~l associatlons
 

improvements in publications
 
process
 

exccutive summaries, abstracts,
 
books, policy workshops
 

workshops on journal publications
 

study of policy process
 

extension of study of policy making to
francophone Africa, budget process,

external economic relations
 

research newsletter, senior policy

seminars
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APPENDIX 4 

OF FINDINGS FROM THE PHASE 2 EVALUATION REPORTSUMMARY 
prepared by
 

Craufurd D Goodwin. Duke University 
and
 

Femi Kayode. University of Ibadan 

Reflect seriously on the structured relationships between the Board, the staff and the 
t. 


Advisory Committee. These may need more formal specificatior"-. 

2. 	 To achieve as much stability and continuity as possible throughout the operation of AERC. 

consider extending the terms of those involved with AERC in all capacities: Board. staff and 

Advisory Committee. 

So as to release capacity in the AERC system for the involvement of additional researchers3. 
sequence and introducing newconsider compressing the current three-stage workshop 


modalities for those who have graduated from the system.
 

4. 	 Thematic coverage has been cautiously extended in recent years. This extension should 

continue, perhaps in the direction of some micro topics and sectoral studies. 

5. 	 Additional constructive involvement of other subdisciplines within economies, and other 

disciplines outside economics, should be explored. 

Recognizing the heavy extra load involved in assisting with collaborative training programs6. 
be retained for those programs currentlysome continuous responsibilities should still 


incubating in Nigeria and Francophone Africa.
 

Serious attention should be given to AERC publications, with respect to both form and7. 
appearance. Responsibility for this function should be assigned to a new senior staff person. 

8. 	 The strategy toward professional development needs to be reconsidered and redefined, 

taking into account the exceptionally complex nature of the challenges presented and the 

limited resources available. 

as a distinct objective of AERC, with assignments9. 	 Consider establishing data improvement 
of necessary staff to the task. 

10. 	 In attempting to strengthen the policy.research nexus, consideration should be given to 

emphasizing demand-driven projects. more intense involvement of policy makers in the 

collaborative research, and the generation of reader-friendly products. 
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AERC ORGANIZATION CHART
 



AERC 8ECRETARIAT PHIASE I II 

AERC orda o irectormI 

I 

AERC ECREARIAT PlEAErII
 

Tre~~~P '"~mroga'11-rrh 


rt atrtn r 

IF£~ ~ ~ t~eXmltnl-~ ~ ~ ~ Eect- Di.-,rtr .. 

Proqses Ra@ Rn 

HFE Arlun tor Executv AN , aton1'P.r nn Ia dF n n ia o t o l rF 
!"tr 


Travel office Service 
Accounts Assistant
-rl~ Xnsger


[Grant* Adsjnintrstor FA,nstot t 

secretar 3-otary/Recrtionf secrets"y 

flriver/Messenler
 

Notes
 

(|) Tn comeence April 1994
 

(2) Ne. position for 1994/95 eventually reporting to Pviblications Manser
 

(I) Second Secretary/Receptlon position
 

(I) Ne- pnxition
 

(S) New position for 199S/96
 

Prorim 

m,,inator
 
erie
 

PuJblicatin
 

Mnsmte. I
 

Infarati Req. roordinator
Emanager 

Pbi ctns
 
Gratnt.- Adsinistrator
Amatnt I, 


eretary S-cr-tAry
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SUMMARY OF 1994/95 BUDGET 



-- 

-- 

Income
 

ACBF 
AIDAB 
CIDA 
Denmark 
FORD Foundation 
IDRC 
IBRD 
Netherlands 
Norway 
ODA 
Rockefeller Foundation 
SAREC 
SIDA 
USAID 
New donors 

Exchange Loss/Gain 

TOTAL 

- 4/94 	- 3/95
4/93 - 3/94 	 4/93 3/94 

BudgetApproved Pro/Actual 

1.500,0002.538,000 	 1.500.000 
150,000 0 0 

700,000210.000 210,000 
150,000 149.985 150,000 

0150,000 	 300.000 
28.000260.000 	 382.647 

200,000 	 325,000 225,000 
1,200,00"1,200,000 	 1,217,808 

450.00u150.000 	 436,285 
100,000 	 100,000 100,000 

250,000250,000 	 250,000 
500.000500,000 	 394.190 

780,726 1,000.0001,000,000 
500,000 1,000,000 400,000 

60,000 630.0000 

0 (300.000)0 

6,833,0007,358,000 	 7,106.641 

The variance in 1993/94 was mainly due to ievised donor commitments during the year. Received in 

Norway 
IBRw 
Ford Foundation 
IodRC 
Netherlands 
USAID UD0 

New Donors (EEC) 

11$350.000 for tteining, $100.000 for the cor. 

21 S1.000.000 for tmirung. $400,000 fot the core. 

Revised Advance for 94/95A6Jit.r_ed 
450.000 1/150.000 

25.000300,000200.000 
150.000150,000 
171,323260.000 

1,200.000 	 1,400,000 2/ 
1,000.000500.000 60,000 

The loss on exchange also contributed to the variance, expecially between the European 

Such losses amounted to $555,949.13 for the year. 
currences and the US Dollar. 

http:555,949.13


Income 

4/93- 3/94 
Approved 

4/94 - 3/95 
Budget 

4/95-3/96 
Projected 

4/96-3/97 
Projected 

4/94-3/97 
Total 

ACBF 
AIDAB 
CIDA 
Denmark 
FORD Foundation 
IDRC 
IBRD 
Netherlands 
Norway 
ODA 
Rockefeller Foundation 
SAREC 
SIDA 
USAID 

2,538,000 
150,000 
210.000 
150,000 
150,000 
260,000 
200,000 

1,200,000 
150,000 
100,000 
250,000 
500,000 

1.000,000 
500,000 

1.500.000 
0 

1,050,000 
150,000 

0 
28,000 

250.000 
1,200,000 

450,000 
100,000 
250,000 

1,000,000 
500,000 
400,000 

1,500,000 
0 

1,050,000 
0 

100,000 
224,000 
200,000 

1,200.000 
450,000 
100,000 
200,000 
500,000 

0 
400,000 

500,000 
0 

640,000 
0 

100,000 
224.000 

0 
0 

300,000 
0 
0 

500,000 
0 

400,000 

-

3,500,000 
0 

2,740.000 
150,000 
200,000 
476,000 
450,000 

2,400,000 
1,200,000 

200,000 
450,000 

2,000,000 
500.000 

1,200,000 

New donors 0 630,OOC 1,210,000 400,000 2,240,000 

Exchange Loss/Gain 0 (300,000) (260,000) (110,000) (670,000) 

TOTAL 7.358.000 7,208.000 6.874,000 2,954,000 17,036.000 

Projecled income ate based on aclual agreements as of February 1. 1994 



Summary of Expenditure 

Administration & Support Services 

Programme Management 

Research Ptogramme 

Publications and Dissemination 

Training 

Collaborative MA Programme 

Sub-Total 

Reserve & Operating Capital 

Total Recurrent Expenditure 

Capital Budget 

TOTAL EXPENDITURE 

Total Surplus /(Deficit) 
lable At & A2 

4/93 - 3/94 
Approved 

1.025.655 

181.300 

2.162.745 

1,082,700 

681,800 

2,256.000 

7,390.200 

750.000 

8,140.200 

185.500 

8,325,700 

(967.700) 

4194 - 3195 
Budget 

1.183,900 

244.700 

2,491,500 

793,900 

801.200 

2,496.800 

8,012,000 

750.000 

8,762,000 

130.500 

8,892,500 

(1.684,500) 

495-3/96 
Projected 

1.229.000 

350,900 

2,643.900 

815.200 

890,300 

2,895.10n 

8,824.400 

750.000 

9,574,400 

119.500 

9,693,900 

(2.819.900) 

4196-3/97 494-3/97 
Projected Total 

1.277.700 3.690.600 

246.700 842.300 

2.719.400 7,854,800 

875.800 2.484.900 

1,140,400 2.831.900 

3.454.400 8.846.300 

9,714,400 26,550,800 

250.000 1,750.000 

9,964,400 28,300,800 

80.500 330.500 

10,044.900 28,631,300 

(7,090.900) (11,595.300) 



Training Related Income and Expenditure 

4/93 - 3194 4/94 - 3/95 4/95-3/96 4/96-3/97 4194-3197 

Appioved Budget Piojected Piojecled Total 

Coliabatalve MA 2.256.000 2.496.800 2.895.100 3.454.400 8.846.300 

Other Taining 681.800 801.200 890.300 1.140,400 2.831.900 

UbiaryAnlwinallon 17.600 16.000 16,000 16.000 48,000 

Capital Budget 
Oveiheads 

115.000 
687.964 

47.000 
814,302 

47.000 
900,543 

47.000 
868.908 

141.000 
2,583.753 

Reseive Fund 427.500 427.500 427,500 142.500 997.500 

Total Expenditure 
Eatmaiked Income 

4.185.864 
4,538.000 

4,602.802 
3.950.000 

5.176.443 
4.030.000 

5.669,208 
1.100.000. 

15.448.453 
9,080,000 

(DeIncN)/Suiplus 352.136 (652.802) (1.146.443) (4.569,208) (6.368.45a) 

Table A4: Core Income and Expenditure 

4/93 - 3/94 4194 - 3/96 4196-3196 4196-3/97 4/94-3197 

Appioved Budget Projected Pfojeclod Total 

Non-Training Activities Expenditures 4.139,836 4.289.698 4.517.457 4.375.692 13.182.847 

Core Funding 2,820.000 3.258.000 2.844.000 1.854.000 7.95b.000 

Surplus/Delicil (1.319.836) (1.031.698) (1.673.457) (2.521.692) (5.226.847) 

Total Surplusl(Deliclt) (967.700) (1.684.500) (2.819.900) (7,090.900) (11.595.300) 
Tables A3 & A4 
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USAID GRANT AGREEMENT
 

(C 



%Ir. e -e." Fine 

A~c~1 ~.oflmLCResearcc~ '%;nsactium 
p.. 3o, 17543
 
Na -Z.CL. Kcxya
 

OT-o546-i-00-3LSI-OO
SLlbIec:: ;cant No. 


Dear Mr. Fine:
 

in the Foreign Assis.ance 
Pursuant to the authoritY contained 


.ederal Gcant and Coooeratie Agreement Act
 
ACt od 1961 and the 


rnternational OeveLt~pmer.

od 192., as amended, the Agency Eor 

the as "A.-.D-) hereoy provides Po 

(hereinadteC ,edec:ed to u.


Research 'onsor.um (hereinaetec rede-ed 
Arf:can -conom.c 

the sum set ar:h in Sec-_on C oc 
as "AE.RC' oc "G(ancee") 
 I' the
 

L ad this (;canc o provide financial suOcp

Attacnment 
 o this (3cant en.:c..ed 
proqram desc-r"bed in Attacnment Z 


"0roqcarm Descr pc ion.
 

as ad the date ad this le.ater ind nhaLl
 
This ;cant is eddec-_ie 


tdurtnecance ud 
acaLy to commitments made ty the Gancee 

in 
ii
the Gcant indicated 


program object,',es during the period ad 


Section B ao Attachment 1.
 

this Grant is $2,b00,0Q0, ,d 
The totaL estimated amount ad snaLL riot Ue

is heceoy obLigaced. A.r.D.
S1.000.00which -xccsn:-. ,r
dor e .mbuczinq the Gcancee dor any costs in 


liable 
 to Section C )d
However. subject
the obligated amount. .ntiL

Eunds may be obligated by A.t.D.
L, additional
Attachment 
 .stiiat.ed
 

such time as the obliqated amount may equal the totaL 


this Grant.
amount od 

Iite
the condition rthar.


is made to the grantee onThis Gcant t,.he tecmr: ind
in accordance withwill Ue administeredf4unds 
as set Earth Ln Attachment L, the ScheduLe. conditions , I-hand Attacnmenr.
.cogram Oesc.-iptLon,
Attacnment Z, the by fnm
 

Standard ,rovisions, which have been agreed 
to 


organization.
 

£.,S AVAILABLE COPY 

)20 TwINty.FIsT vniIrr. m.W. WASHINGTON.D.C. '-0523 

http:S1.000.00
http:onsor.um


Grant AOT-0546-G-30-3181-00 
?age Z 

th.is Ucant by
 
?Lease acknowLedge ceceipt and 

acceptance o 

Letter, retaining one cOpy doc 

of th it"CovecsLgnL.nq al! aopics 	 te 
your !iLes, and. :eturningq th.e remaining copies to 


unders iqned.
 

Sincerely 'yours,
 

;Sharon L. sveoski 

Grant Oe~lcerik ')AOT 	Branch 

Otlice of Procurement 

Attachiments:
 

1. 	Sc.hedule
 
Z. 	 Program Qescription
 

Standard ?rovisions
3. 


:AC--CWLDGFD 

Economic Researchl Consortium
African 
_
 

BY:_______________ 


TTPED NAMVE: 

OATZ: 

6 ,3-3613023698-05,PTIO/T No. 
: 72-1I3/41014Appropriation No. 

GSS3-43-31698-K12
Budget Plan Code 

381-6i-698-a0-69-3L
.Allotment No. 
2,600,000
.Total Estimated Cost 
 $sloaoao

Total Obligated Amount 

" AFR/ARTS/F.ATechnical 01-ice 

: F9AIM/CVU0C
Funding Source 
 99-9.soaOUNS No. 
5Z-lSa0447

Z.:. No. 


http:sLgnL.nq


3rcanc AOT-o546-,;- 0 0 - 3j-)Q 
Page 3 

At-acnenc'
 

A. 	 ?urce G~l 

to theis to provide supportThe vurpose ,r ths Grant 
Af:ic3n Economic Researcn ConsoCium, as more speciiill

this Agreement enrjt~edin Att3cnmenc ZO
described 

"Program Oesc:pC on. 
 " 

3. Per:ed n Grant 

is April 1, 1993 through

I. The period of this Grant 

March 31, 1998.
 

program
available for 
2. Funds obligated hereunder are 

through March 31, L994.
 

expenditures Ecom April 1, 1993 


C. 	 Amount r Grantc _en Pa 


this Grant for the
 
L. The total estimated amount of 


8.1 above is $2,600,000.
period shown in 


AID hereby obligates the amount of $1,000,000 Eor
 
2. 
 forth in 8.2.
 
program expenditures during the period 	

set 


shown in the Financial Plan below.
above and as 


to the Grantee in accordance
 
3. Payment shall be made 


set forth in Attachment 3 - Optional

with procedures 


for U.S. Nongovernmental Grantees,
Standard Provisions 

- Periodic Advance.,
the clause entitled -?ayment 


to the total amount shown in
 
4. Additional funds up 


the
 
C.I. above may be obligated by AID subject to 


requirements of
 availability of funds, and to the 

the Grant, entitled


the Standard Provisions of 


"Revision of Financial Plans."
 

Plan
D. Financial 


the Grant Budget, including local cost
 
The following is 


this budq(,t
Revisions to
if authorized.
financing items, 

shall be made in accordance with the Standard Provision
 

of this Grant, entitled "Revision of 
Grant Budget."
 



.... ' j., "a i - .;:-11owance 
-. -:z-. atz..L 

L -.,.. . a:,ta T..rave i 
I U cu an yS1;3 

*... -""-9.. •. ... 

. .. ..e o p e r a i o n s3 

Vehi. Operations 

. . 

-. 

)9-4 

o4 .;460 
.7 . 
5.. Z 
7 . 1.22 

3 

8 4 

:1. 4166..6 

5 .7 

.74.07 

4 .1 
.90 -

17.90 

8 . 6 0 : ... 
4.3 9. . .9 .5 0 

Tot2l 

3 L . 0 8 
L5-. -70 

;:-il:i2.;: -Program e -Managementsa. Tra"l 

Oc A nsoy co m tt e3. 

Con ' t Services 

CoEvalucations 

.Sub Totl 

21.7 

32 

4 24 

29.00 

8.74 

14. 

1 Z3.. 

12.00 

5633 

9.47 

L.3 . . 0 

77.00 

", 

3 Resear ch Pro-amQef 

Sub Total 

3. Research Pprs 

Themiai Reseac 

oc Research. 

uBiannual tWork hoprs h p 

293.00 

090 

11.3 

1 614 

127.007.0 

.36 

4.07 

1. 

5 .76 

8.3 

299 

941.76 

3 8. 

Sub-Total 120.00 117.00 320 

Io icfrStion S24966. 
FreFieancia ear 50.9019332.34h3119 20-3 

93tM arch 31.*99
 **..On FinzancialI year Bai April I 



31ib 7 o 35.' 0 7 

' -'3 3 .6 .07PI3o~iaW 

6.'44j13<'. ,.A. 4a'' I 3.3.34.' 

Cors Deeomn3'.573 77
 

' ' rr : :i, 0 . 0 : 4 0.16 0' < ' ' " T'd t l - _ :; 27 "4- Ac.demc Board 

::i i - :; Joint FacilitiesI or Exectives: 87 . s5s5.07aT.3 
1.0
15.7 6.3 209.58
Thsi Research .80.54 32.26
.Sart.,ans 

:i:i_.' : ,' . :O pe r a o nal G ran ts L ?;" . tiz 96 1 .04" 
8 5 -. 7.: ,-...,li I.1. . .Schol~arship/Awards, .
 

137.00 " . : :890.00>:: 342.00 .600.00:)i~'':;_1: -Sub To tal 1 4Gra. .Ta 


.,,tu::"-. . ' ..4414 * u~se~£'LII ,5 
3~~ 

'I ' ' .:I A .. " .. ". .. _ ___"II iii,, ":" 

Do,,alAwra
 

44t! ; " " '"14 ' i./ :./ ! ' ':";;. .' ,f' . :' :. 

Tot. ::;al;. .,,,-2.2:;, t.; : ..- .: :: -::°; ,-: . . . : : , , 
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E. Roing ,nd EvaLuation 

i. Financial Reoorti n
 

Financial reporting requirements shall be in
 
a. 

accordance with the Optional Standard Provision 

of this
 

- Periodic Advance," as shown 
Grant entitled "Payment 

in Attachment 3.
 

all financial
b. The original-and two copies of 


reports shall be submitted to:
 

AID, Office of Financial Management
 

Cash Management and Payment Division
 

Room 700, SA-2
 
Washington, DC 20523-0209
 

c. In addition, three copies of all financial
 

reports shall be submitted to the Technical
 

Office listed below:
 

Craig Noren
 
AID, AFR/ARTS/EA
 
Room 2744 NS
 
Washington, DC 20523
 

2. Proaram Reports
 

a. AID is to receive all reports of the Board
 
as well as special


of Directors of AERC meetings, 


reports commissioned by AERC.
 

b. AID will receive notification of and invitation
 

to all conferences sponsored by AERC.
 

submit annual performance reports
c. The Grantee shall 

and a final report, which briefly
(technical reports), 


presents the following information:
 

A comparison of actual accomplishments 
with the
 

(1) 
 the
 
goals established for the period, the 

findings of 


If the output of programs or
 investigator, or both. 

be readily qualified, such quantitative
projects can 


cost data for computation
data should be related to 


of unit costs.
 

(2) Reasons why established goals were not met.
 

(3) Other pertinent information including, when
 
cost
appropriate, analysis and explanation of 


overruns or high unit costs.
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d. 	Between the required performance reporting dates
 
that have significant impacrt- noon
e.ve.nts may ;;ccur 

the program. En such instances, the Grantee shall 

inform AID as soon as the following types of 

conditions become known:
 

Problems, delays, or adverse conditions that
(1) 

will materially affect the ability to attain program
 

time schedules
objectives, prevent the meeting of 

and goais, or preclude the attainment of project
 

work units by established time periods. This
 

disclosure shall'be accompanied by a statement of
 

the action taken, or contemplated, and any AID
 
resolve the situation.
assistance needed to 


(2) 	Favorable developments or events that enable
 
than anticipated
time schedules to be met sooner 


or more work units to be produced than originally
 
projected.
 

e. If any performance review conducted by the
 

Grantee discloses the need for a change in the
 

budget estimates in accordance with the criteria
 

established in the Standard Provision of this Grant
 
the Grantee shall
entitled "Revision of Grant Budget," 


submit a request for budget revision.
 

f. 	Five copies of each performance report shall be
 
the AID Project Manager at the address
submitted to 


specified in E.l.c. above.
 

F. Indirect Cost Rate
 

No indirect costs are reimbursable under this grant.
 

G. Title 1o Prooerty
 

Title to all property purchased 	under this Grant
 

shall be vested in the U.S. Government in accordance with
 

the Optional Standard Provision entitled "Title To and
 

Care of Property (U.S. Government Title)."
 



.',:achmenc 1 

PROGR V4 DESCRIPTION 
CONSORTIUM Tr-C.
 

AFRICAN ECONOMIC RESEARCH 

I. UNTRODUCTION 

The Equity and Growth Through 
Economic Research project, 

No. 698

to stimulatesupported effort the 
0546 (EAGER) is a six-year A.I.D. 

in the public 
of economic research by decision makers 

increased use (the project Purpose).in Sub-Saharan Africa

and private sector 
 effective economic
 bring about sustainable, more 
The goal is to 

policies, growth strategies and 

procedures, and thereby accelerate
 

development in a manner which is equitable 
and reflects the social
 

and cultural realities.
 

an umbrella activity which brings 
together
 

The EAGER project is 

research initiatives from several predecessor projects, 

together
 
and information
support activities 


with capacity building
The intent of the project is to 

formulate
 
dissemination programs. 

an integrated system of support to 

African researchers and research
 
and social
economic
and improve the climate for ainstitutions EAGER project is that

The premise of the
science research. levels ofat the executiveand personnelbetter informed public 
government and business will seek 

out African social scientists as
 

advisors and use their work in formulating 
economic policy.
 

The EAGER project incorporates a 
broad range of expert advisors in
 

the social sciences and
 
field of economics,
many specialized These
 

engineering; both based in Washington 
D.C and in the field. to
 

provide day-to-day assistance
will
advisors
technical of research
in the application
and institutions
governments of skills of research personnel, and in 
results, in the improvement to the chronicrelatedof informationthe effective dissemination 

in Africa.issues of economicsand immediate 

the EAGER project brings together 
A capacity building component of inactive in this programcurrentlythree private institutions (AERC), theConsortiumResearchEconomicsAfrica; the African Center (IDRC), and the

ResearchDevelopment alsoInternational Liaison is(ICEG).for Economic Growth
International Center (ACEF)Building FoundationAfrican capacitymaintained with the AFR/ARTS project. These several 

is supported by anotherwhich provide sabbatical grants, and 
institutions will conduct research, professionaluse of their African 
dissertation support making 

will be focussed on themes
and studiesThe researchmembership. 


which complement
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EAG:', ancaresults underOL researcnDiz.zem i.tnaron accivit2cs 	 inintrtouceaLmpact or interventionsthe qualitatiVeassessment oC 

the project, will be pursued 
by all collaborating institutons 

Ln 

plan, broad Lcooe 
A general dissemination


the project. 	 a separate
conducted under 

and monitoring will be

interventions 
contract.
 

II. 	 BACKGROUND
 
program of the
 

to support the work 

The objective of this grant is 


African Economic Research Consortium 
(AERC) of Nairobi, Kenya.
 

The Africa Bureau of USAID has 
enjoyed a fruitful relationship
 

the past three years under the 
Improving

with the AERC over 
 AERC's expanded
 
African Economic Analysis project, 

No. 698-0520. 


program for this second award is described in the attached letter
 

of request, the Program and Work 
and Budget dated September 1992.
 

This letter and Work Plan are 
hereby incorporated as part of 

the
 

grant.
 

1988 under the sponsorship
 
The organization was incorporated 

in 


of the Rockefeller Foundation, the 
Ford Foundation, the Canadian
 

International Development Agency, 
the International Development
 

There are
 
Research Center (Canada), A.I.D. and the World Bank. 


thirteen major contributors to AERC 
and numerous minor
 

The A.I.D. share of support has declined 
from 19
 

contributors. to a projCoede 9.9
 
percent in 1991, to 12 percent in 1992, 


in addition to the founding organizations 
to
 

percent in FY 1993. 

from bilateral assistance programs 

of Sweden,
 
AERC, support comes 
 The
 
The Netherlands, Great Britain, 

Norway and Denmark. 


has a staff of 4 professionals and 16Consortium the State of
AERC is incorporated in 
support personnel. 

Delaware.
 

AERC's mission is to improve the relevance and quality 
of
 

economic research, publish and disseminate 
research results in
 

appropriate formats which will stimulate 
a broader 	national
 

and develop the institutions and 
debate and dialogue, 	 andthis research with their resources 

to undertakeprofessionals the first three key
 
capacities. This objective directly supports 


strategic objectives of the Development 
Fund for Africa insofar
 

themselves will help
research conducted by Africans as improved 

sustain improved economic management, 
strengthen competitive
 

and develop the potential for long-term increases 4n
 
markets 
productivity in all economic sectors.
 

the 
grant will fund Phase It/1tbf the development program of 

This 
It (1990-L993) instituted the research 

Consortium. Phase I (1988-1990) and Phase 
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neer revIew proaram, publishea and 
disseminated
 

support and 

rormats to audiences in the
 

in appropriate
research resuits mn 1992, 43 research
communities.
policy ana proreessionai numoer

runacd, 'islight increase over the 


activities were 

Fifteen Special Papers, and nine
 

receiving suoport in 1991. the results in this
issued in 1992 ot 

Research Papers were the grantees were conducting
Some 20-25 percent o
research. This record
 
their first research project with 

AERC support. 

interest and an expanding base for
 

indicates a quickening or 


research in the Continent.
 

reports titled "The Study
 
In addition, AERC proauced a series 

ot 

in Economics for Africans" which are
 

of Graduate Training 

an expansion of scholar support 

programs.
 
intended to lead to the
 
The anglopnone country study was 

completed in December 1991, 


francopnone country study was completed 
in June 1992, and the
 

A series of
 
Nigeria study was completed in January 1993. 


workshops, conferences was undertaken 
organized around broad
 

A sabbatical support programs 
was begun for
 

thematic issues. 

economics faculty cf supported 

African academic institutions.
 

This second award expands the support 
for the AERC to include
 

funding for the Collaborative Masters 
Degree (Training) Program.
 

This agreement provides support 
for sabbatical studies, and adds
 

a Ph.D. dissertation support program 
for scholars in African
 

This award takes advantage of the 
AERC
 

academic institutions. 

a network of practicing professional
 investment in development of 


economists to expand the pear review 
of the quality and relevance
 

include issues related to the
 of research proposals to 


appropriate methodology and relevance 
of the EAGER analytical
 

agenda to current policy debates 
in African countries.
 

III. SCOPE OF WORK
 

A. General
 

AERC pursues a flexible approach that 
improves the technical
 

skills of local economists and nurtures promising 
local scholars
 

while focussing research upon the 
relevant themes which are
 

It is an integrated
 
current and compelling to decision makers. 


program with six principal features:
 

a regional approach to the definition 
of a common
 

1) 

research agenda,
 

in the same project the 
team approach involving2) a 

from academia and government,
participation of researchers 

support for research with assistance for 
3) a linking of 

training, publications and dissemination 
meetings,
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accommodate
 

different institutions and national circumstances,

4) a focussed thematic agenda variations 

to 


resource persons to assist and
 

trom outside the region, and

5) a committed involvement ot 


guide research which are selected 


6) a flexible Consortium management program 
which adjusts
 

an advisory

the research agenda in response to insights of 


committee composed of representatives from the field in Africa,
 

and which maintains accountability for the quality 
of the science
 

a Board of Directors composed of
 and financial matters t:fhrough 


sponsoring agencies.
 

The program strengthens national institutions 
concerned with
 

policy analysis and facilitates closer ties 
between local
 

analysts, researchers, and policy makers.
 

A. Research and Analysis: In its support of research, AERC
 

is building the capacity of professional staff 
in African
 

The
 
institutions to assess problems and manage 

economic change. 


analytical agenda from which AERC approves research 
proposals is
 

composed of the following themes and sub-themes:
 

Balance of Payments Management, including
1) 


The External Balance and Macroeconomic Policy, 
and
 

a. 


Trade and Trade Policy;
b. 


2) Domestic Financial Management, including
 

Internal and External Debt Management, and
 a. 


Domestic Resource Mobilization.
b. 


This research agenda well complements the EAGER 
research agenda
 

issues of equity and growth. IL As a result of
 
and its focus on 

the more limited resources available for each 

research proposal,
 

(an average of from $ 4,000 to $ 16,000) the 
scope of AERC
 

-- 0 --


The EAGER analytical agenda will be continuously 
reviewed and
 

IL 

revised during the life of the project. The initial list of
 

topics includes the following: Public Str'ntegies for Growth and
 

Analysis of the Legal, Regulatory and Judicial 
Systems;


Equity; 

Studies of Trade Regimes and Growth; Resource 

Mobilization
 

Issues; Cross- Cutting Issues, including the impacts on the
 

economy of political liberali7ption, and issues 
of information
 

access and utilization.
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to local ,%rricanl
~scrtCand particular .re~.1r'.~ core fundedreither

and country conLCtiOns. i.nLuttu-onal EAG. project
LUn01 rrusU1rc h ,:L rhe 

;or bilateral 
these LLsUeS.to addrcsFinceneL 


to thepercentt.4enty-Lourto add an aditional'he :\ERC hooes 
in 1993 and 1994. Vhis will permit the 

researcn resources 

ror non-thematic research,
add proqrams.
t'onsortium to its activities. 

,:ollaborative and comparative 
research to 

in response to independently referee: 
Research support is awaraed 

to AERC by professionalsubmitted
research proposals which are 

was peer reviewed by
workin Africa. Theeconomists 
representatives of the AERC established network 

of scholars and
 
are organized
Meetings and conferences 
other professionals. 


during the year around thematic 
topics as a means to review
 

progress, introduce new methodologies 
and stimulate thinking
 

improved quality in the research.
 
leading to 

Activities
2. CapacitY Buidinl 


ill open a new program in capacity 
building to be
 

Phase -/ 1
 

titled, "The Collaborative 
Masters (academic degree training)
 

Designated academic institutions 
will prepare students
 

Program." 
 a consolidated academic
 
for specialized summer training 

in 


The summer training will supplement 
resources
 

community. 

available at natinnal academic 

institutions, to deepen and
 

reinforce the curricula at 
those institutions. Resulting masters
 

degree graduates will be better 
prepared to contribute to studies
 

and analysis in the work place, 
and to enter more specialized
 

higher academic levels of training.
 

in phase liand Phase Ili:
initiatives 

The AERC will undertake several 

(excluding 
* a collaborative M.A. program 

in anglophone Africa 


Nigeria);
 

a proposal for a similar M.A. program 
specifically for
 

* 

Nigeria (which is a special 

case due to its size and
 

differentiated system of higher 
education); and
 

a proposal for an M.A. level 
(troisi~me cycle) francophone
 

program. 
out of 

The first two oe these are being 
organized by the AERC 

being put
The proposal for the francophone program is 

Nairobi. an independent francophone
forth in collaboration with desthe Conferencelocated in Ouagadougou,organization Economiques et deat do Recherche
Institutions dEzseignement 



to 125

Afriaue (CIE2EA). The AERC envisions about 70 
Gescion en 


five years.

students in each enzering M.A. class during the first 


the anglophone program is estimated to be around-$10
The ccst of This ttal amount will be co-funced
miilion ouev. this peLid. 


with other donors, including the African Capacity 
Building
 

Foundation (ACBF).
 

faculty of
AERC will continue its program of grant awards to 

permit them to undertake teaching and
eoonomic institutions to 


on the Continent and overseas. The
research fellowships 

integrated into the Staff Development Program
sabbaticals will be 


AERC will select faculty memcers
of -the AERC Masters Procrams. 

Potential participants would be
 to participate in the program. 


staff who have been designated to teach either core or
limited to 

in one of the three M.A. programs. This will


elective courses 

ensure that "leakage" from the program does not become a
 help 

The logistics of this sabbatical program will be
problem. 

handled by the AERC.
 

3. Dissemination of Research Results
 

AERC will continue its program of publication of research
 

supported by its program in appropriate formats to 
reach
 

The selectivity of the AERC
professionals and other audiences. 

peer review process in passing research on for publication is
 

recognized as of high quality.
 

Research issue oriented workshops and conferences were held 
in
 

Phase I, and will continue in Phase II as a means to tie
 

experienced researchers with the wider research and policy making
 

community. Workshops provide the opportunity to critique and
 

reinforce utilization of improved methodological procedures 
and
 

observation of quality standards in the supported research, as
 

well as to 
strengthen professional ties throughout the network.
 

AERC staff and its membership will participate in conferences 
and
 

workshops of the EAGER project to pr-sent their work and further
 
Biannual Research Workshops are
the dissemination objective. 


expected to attract up to 200 researchers, resource persons and
 

observers, an annual Comparative Research Workshop and Technical
 

Meeting, each for 12 participants, a Senior Policy Seminar 
for 20
 

and Regional Policy Meetings (2) for 15 participants each
 

complete the meeting schedule.
 

IV SPECIFIC TECHNICAL REQUIREMENTS
 

A. Reortina Reuirements 

A representative of the Africa Bureau of A.I.D. sits as a regular
 
In this capacity,
member of the Board of Directors of AERC. 


to the establishmentAFR/ARTS/EA assists in discussion leading 
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,:t.caI acenda. A.I.D. LL; to -'eceLye
-v Ls ion the -,EC.nud 01 ,na 

weil special,sa,-en. as reportz
,-III report.z or Boaro 

n audition, A.I.D. will receLve 
cooLes or 

commi-t;1oned by AERC. -.
preparea Ln 

- : .C *na anv 'orkiing papers
.nn' Jurn".ilLL 2OonZore 

1 Uliance UL the proqram uL r.ne colIaboraI'.'C. ,


ana invitation to all
 receive notiricacion orA.I.D. will 

conrerences 
sponsored b,:, AERC.
 

.- ison
13. Manaaement ControL nind 


Leader has the primary
The AFR/ARTS/EA Analytic Unit 

the progress of this grant.
responsibility tor monitorilng 
 technical
 

Periodically he/she will seek services cadre of 


advisors, the Technical Support Contractor, 
or independen
 

the seeral
 
to carry out technical assessments o'f 


sources 

the grant. Evaluation of the technical and
 components of 


administrative aspects of the agreement 
is the responsibility of
 

the Project Officer. The Project Officer will be guided by 
the
 
As
 

Project Committee which is chaired by the Project Director. 


leader of the Project Committee, the Project 
Director assures
 

that periodic and special technical 
evaluations, administrative
 

of progress and direction of the project
and financial -:,,iews 

a timely manner.
are conducted in 


The Technical Support Contractor is responsible 
for establishing
 

plans for impact monitoring and assessment 
of the demand and
 

The
 
environmental circumstances of each major 

research activity. 


Contractor designs and maintains the Evaluation 
Information
 

System (EIS) data base for continuous 
monitoring of events which
 

As appropriate, but at least
 may disclose project impact. 


semiannually, the Project Director will 
convene a meeting of the
 

EAGER Project Committee to review oversight 
of the grant.
 

C. Evaluation and Evaluation Baselines
 

Beginning in the third year of EAGER implementation, 
and
 

following the fifth year, the Project Committee 
and the Project
 

Officer will award one or more contracts to 
independent entities
 

for the purpose of conducting an evaluation 
and management
 

USAID
 
assessment-of the project of which this grant 

is a part. 

The interim
 

staff will not participate on the evaluation 
team. 

project processesthe management ofassessevaluation will both 

and the quality of research and dissemination 
strategies, and
 

the pxoject strategy is working. The 
will determine whether 
interim evaluation will determine whether 

the principles of 

prudent project implementation are being followed 
and whether
 

Key and cross be achieved.project objectives are likely to 
cutting questions to be addressed in these 

evaluations appear in
 

the EAGER project paper annex.
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this information will also facilitate 
a
 

Collection of 

The focus of the plan


reassessment at priority tecnnical areas. 


routine and ad hoc information collection 
provided by


is on 

intensive periodic evaluations.
ont rather than
prccjct c ..


interim evaluation (year 3) will allow for
 The timing of this 

project revisions as deemed appropriate, 

including the approval
 

for years four and five of the project.
of additional funding, 

take place in the sixth year, will also
 The final evaluation, to 


include managerial and technical assessments 
and will be used to
 

follow-on is warranted.
 
determine whether a project extension or 
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Dear MIr Holas 
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\ERC RESPONSE TO THE PRICE WATERHOUSE .\ERC F'INANCI, i.EVTEW REPORT 

Scone, 	Limitation 

-he .' I %LrOr fivPn iccess ro MOSr D.ro|* L',.COI'QS A.: ,"c r . oces.'IS 	 

-ppotn.ments :IS r.,is was oonsiderel to be otitsiule 'e :.rms .r '.ference 
*.retsenteu to AERC. However, subsequent to tule review r.us information was 
,'f:el'etl 1.0 T. It;lUiLOVS ;tnL u trhe i.'SAID regional office in NalrODL on n,.-,i nasts. 

Recommendation No. I 

,il invoices are currently being Stampea "paid' after payment. 

Recommendation No. 2 

.\ERC now has in piace a procurement and inventor:,- :controi system which 
proviues tne following:

o 	 .Specific expenicture tevels for consumables, 6ervices ana capital 4oods 
have been set, beyond whicn :ompetitive procurement of goods and 
:;ervices is mandatory. These are contained in the Administration and 
Financial Procedures Manual supplemented by the [nventorv Control 
Operating Manual. 

o 	 Local purcnase orders are now in use for procurement of pre-.tutnorized 
purchases of goods and services. 

o 	 where applicable competitive prequalification i ,.-Ft to select the most cost 
effective and reliable supplier. Appropriate paper trail is maintained for 
the decisions and awards. 

Recommendation No. 3 

All stale :'heqiies were reversed at .ear *nd (31.03.94) and subsequently I.his is 
being dorn on monthly basis. 

Recommendation No. 4 

The Consorr.ium's policy -is approvea by the AERC Board, of which ('SAID is :a 
member, encourages a reporting system based on contributions to the cor.. funa. 
The African capacity Building Foundation is not a member of the consortium but 
provides support to specific AERC activitie. as such the reporting is being 
provided separately. Although AERC accounting system is now computerized, the 
complexities implied by specific donor reporting, considering that there are 13 
donors are immense. To-date AERC has provided separate reports for !'SAID 
grants by completing SF269, 270 and 272. This has been done in close 
consultation with the USAID office of Financial Management in kashington D.C. 
AERC will endeavor to improve on the content of such reporting as per the 
recommendation. 

http:31.03.94


CREA 

Recommendation No. 5 

-he omission of the otiaget item iMeltwone in r.ie report .s inauvetrtent n view 
. . tLi.t f~ . f~.... .. ....r ..... * *'"Jb .... t ',at .,t. . . .. .L 7" 

,:sea :flnC .ne debuc ',.n ,," process was continuing. This fact .%as nmaoe. known to 
'. ,it~tL.itOS:nd the aulljUstMenrt ione stiosetiqtently. 

iecommendation No. ' 

X-( tt,E o moirst.lienFt '..LII o".'R ,LS 111 ! M2 [)L-sr. :.t' f rei', l".rher ,vances 
7 S.-\ID fr1nas. Shouid %%,+ o) for auvances, iaentification of interesL (earnea on 
.. iD fuinus will be -nsureti. fiowever maintanin, L sepa'ate :Ccount for (:SAID 

funus is not the only way to ascertain interest earned on these ftinus. %;enote 
rr.at maintaining ;A separate account .is not a requirement per ze under he 

xg reement. 

Recommendation No. 7 

-he c tirrent reporting and accounting practice for USAID funds has been based 

on predetermined line items reviewed and approved by the USA[D Contracts office 
for the period covered by the grant. This practice took into account the fact 

that tLransactions are 1LImpy and that they are shared by the different donors of 
the Consortium, hence a prorated snare of zhe pre-approved line items has been 

the basis for accounting of USAID runcs. Inder this situation the prorated 
snaring of individuai transactions may be .nevitab., it is important that in 

implementing this recommendation the accounting by specific transaction will have 
to :tccofimoalate split attribution to multiple donors. 

Recommendation No. 8 

WP note that the use of advances is optional. Shotid .\ERC opt for this then 
appropriate reporting deadlines wiil be met. 

Recommendation No. 9 

\'one of the non-profit sub-recipients have received single grants in ixccss of 
S24,999. In such cases OMB A 133 stipulates that no audit of such subrecipients 
is required. The line items involving individual -4rants in excess of this amounts 
were for start-up -rants and operating grants to departments of economics 
invoivei in the teaching of the collaborative .IA programme. The amounts 

basis with no singleinvolved were shared by the various donors on a prorated 
contribution in excess of S24,999.00. 

In future AERC's own external audit will be done in accordance with A133 

requirements. 

http:S24,999.00
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