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September 18, 1995 

MEMORANDUM 

0: USAID/Ecuador, Director, J n Sanbrailo 
/ -/ 

FROM: ~RIG/A/Snrl Y W6HCW so 

SUBJECT: 	 Audit of USAFD/Ecuador's Health and Population Strategic
 
Objective
 

The Regional ' 'spector General for Audit/San Jose' has completed its audit
 
of USAID/Ecuador's health and population strategic objective. The audit.
 
objective was to detennine if USAID/Ecuador had an effective management
 
system to measure results and was achieving the desired results under its
 
health ind population strategic objective.
 

The audit disclosed that USAID/Ecuador established indicators to measure
 
progress in accomplishing this strategic objective, but some indicators
 
needed to be refined. and its system for reporting progress needed to be
 
improved to ensure the accuracy of the data reported. USAID/Ecuador also
 
needed to reassess whcther its projects identified as supporting the health
 
and population strategic objective do, in fact. su))ort it.
 

As a result of the problems found, USAID/Ecuador did not have information
 
needed to assist USAID Inanagement and others to fhlly and objectively
 
measure progress in accomplishing its health and population strategic
 
objective for which USAID has obligated and spent more than $20.2 million
 
and $14.3 million, respectively (as of December 31, 1994). This
 
memorandum audit report includes three recommended actions to resolve
 
the prol)lems found.
 

USAID/Ecuador generally did agree with our reconmendations and based 
on their management comments Recommendation Nos. 1.1, 1.2, and 2 are 
considered 	resolved on report issuance. These recommendations will be 
considered 	closed upon receipt of documentation that the recommended 
actions have been satisfactorily implemented. 
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Please provide us information within 30 clays indicating any actions 
planned or taken to implement report recommendations. I appreciate the 
cooperation and assistance that you and your staff provided to the auditors 
during this assignment. 

Background 

The U.S. Agency for International Development (USAID) is responsible 
un der the Foreign Assistance Act (FAA) to promote economic (evelopment 
and poiitical stal)ility in recipient countries. To enable USAID and others 
(e.g., Congress) to assess USAID's success in iuplementing its programs 
and projects, Section 62 LA of the Act states that foreign assistal Ice funds 
Cotll(1 )e tltilized more cffctively )y the al)i)lieation of a management 
system that: (1) defines ol)jectives for United States foreign assistance, (2) 
develops (ft tntitative indicautors for lmleaslring )rogress towards those 
objectives, (3) a(do)ts methods for comparing actual program andi project 
resu lts against anticipated resu lts, and (4) p)rovides informnation to USAID 
and Congress that relates finding to the objectives and results in order to 
assist in the evalt ation of program I)erformance. 

In line with these requirements, USAID has prescuibed internal guidance for 
measuring progress in iml)ementing its programs and projects and for 
ensuring the effective use of USAID finds. For examl)le. in September 1991 
USAID initiated a Program Performance Informtion System for Strategic 
Management (PRISM) designed to provide letter information on prograin 
results. Also, USAID issle(d a directive in May 1994 requiring each mission 
to define )roce(lures to ensure systematic collection and analysis of data 
required to assess progress toward achievement of performance targets 
under its strategic objectives and to ensure thai satisfactory baseline data 
are collected for each key performance target. For individual projects, 
USAID Handbook 3 (Appendix K) emphasizes the use of baseline data and 
indicators (with specific targets) to measure progress .ii accomplishing 
project ob)jectives against the planned targets. 

USAID/Ecuador has established four overall program strategic objectives­
one for the health and )opulation strategic objective is to "reduce leves of 
mortality and fertility to levels which are commensurate with sustainable 
development." As of December 31, 1994, available data showed that USAID 

I For clarification. USAID "programs" are usually made up of a collection of "individual 
project activities" which share a comnion set of outcomes that contribute toward achievement of a 
higher-order program strategic objective. 
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obligations and expenditures in support of this strategic objectives total 
more than $20.2 million and $14.3 million, respectively. 

Audit Objective 

The Regional lnsl)ector General for Audit/San Jos& audited 
USAID/Ecuador's health and population strategic objective to answer the 
following alldit objective: 

Did USAID/Ecuador have an effective management system to 
measure results, and was it achieving the desired results, under 
its health and population strategic objective? 

Appendix I conmains a complete discussion of the scope and methodologv for 
this audit including several scope limitations. 

Audit Findings 

Did USAID/Ecuador have an Effective Management System to Measure 
Results. and was it Achieving the Desired Results, Under its Health and 
Population Strategic Objective? 

USAID/Ecuador has not completed establishing an effective il1anagelent 
system to measire results, and therefore, it did not have the information 
needed to (letermine whether it was achieving most of the desired results 
under its health and )opulation strategic objective. 

USAID/iEctador had established 10 indicators to ineasure progress in 
accomI)lishing its health and )opulation strategic objective (and related 
p)rogramn outcomes) and was achieving some of the desired results. For 
examl)ie, in 1989 woien between the ages of 15 and 49 (i.e., rel)roductive 
years) had an average of 3.8 children, and the target which was 
estal)lished-and achieved-for 1994 was an average of 3.6 children. 

However. it would be difficult, if not inpossible, to substantiate to what 
extent, if any, the results were attributable to USAID-funded activities. For 
examlple, USAID/Ecuador identified the infant mortality rate for children 
under age one per 1,000 live births were 53 and 40 in 1989 and 1994, 
respectively, and had a target of 32 in 1997. To support the 
accomplishnent of these results, USAID/Ecuador identified that its C :," 
Survival II Project--a project that started in 1989 and is expected to be 
completed in 1999 with total USAID funding of $18.0 million-as being 
essentially the only USAID activity providing significant funding toward 
accomplishing these results. Based on an amended project paper (approved 
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in July 1994) aid a related study prepared by USAiD/Ecuador, this 
compares to about $450 million which is provided annually by the 
Government of Ecuador and the "for-profit private sector" in Ecuador for 
health related activities that will have a direct effect on redlucing inlmlt 
mortality. Thus, if this rate of expenditures continue these parties will 
l)rovide al)proximately $3.2 billion-or approximately 180 times more than 
what USdD will be providing-over tie seven year period 1993 thni 1999 
(when the USAID-fimnded project i,expected to be com)leted) for health 
related activities that will have a direct effect on reducing infant mortality. 
USAID/Ecuador officials said they to not roiutinely update the expected 
allocation nor (1o they have actual funding by these parties for hecalth 
activities directed at re(ucing infant mortality. 

Thus, one question is: Can USAID/Ecuador establish reatistic targets to 
reduce the inflt mortality rates without knowing what other flinding is 
expected to be provided for ac-tivities that woult, have a direct relationship 
toward reducing infant mortality? Another question is: Assuiing that the 
target for 1997 is realistic, can USAID/Ecuador be held accotlntal)le foi" not 
achieving the target if some other participants provide sig. ificantly less 
funds than anticipated?2 Because this issle (i.e., the ability to identify to 
what extent USAJD-funding contribut s to program results) has been 
identili.,'1 to USAID/WashingtOn cflicials who are responsible fOr developing 
new guidance for managing for restlts, we are not making specific 
recommendations for action by USAID/Ecuador. 

However, as discussed below, USAID/Ecuador could take action [o improve 
its management system for measuring results in achieving its health and 
population strategic objective by: (1) refining its indicators aid improving 
reporting for measuring progress in achieving the health and population 
strategic objective arid (2) reassessing whether projects support the health 
and )opulation strategic objective. 

Need To Refine the Indicators and Improve 
Reporting for Measuring Program Results 

Section 62 1A of the Foreign Assistance Act requires that USAIDs establish 
a management system which includes the: (1) definition of objectives and 

"1Inaddition to the limding by the Government of Ecuador and the "lor-prol'it private sector", 
USAID/Eciiador officials estimate that other international donors will provide approximately $91 
million (over the seven year period 1993 thni 1999) for health related actvities that will have a direct 
effect on reducing infant mortality in Ecuador. The officials did not have any (locuinmentation to 
substantiate this amount and do not monitor or track expenditures of the other donors for such 
activities. 

4 



programs for United States foreign assistance. (2) development of 
quantitative indicators of progress toward those objectives, and (3) adoption
of methods for com)aring actual results of )irogramsand projects against 
those anticipated when the programs and I)rojects were initiated. The 
system shoulld also I)rovide information to the Agency and Congress ol 
USAID resources spent on objectives inorler to assist in the evalation of 
results and program pertlorance. 

In line with the reqlirement for managing for i)rogram results, USAID 
guidance uIder its Progran Performance Information System for Strategic
Management (PRISM) requires operating uinits to develop strategic plans 
that inchlide: Stratic Objectives which are (efined as a "neasulrahle. 
iIltended results that [arle] develo)mentally significant with the Mission's 
manageal)le interest to achieve in 5 to 8 years. P. qr.u OutcOmes which 
arc defined as "measiurable. intended results that tarel directly attri)utable 
to USAID activities, can be achieved ill 3 to 5 years and contriblltes to the 
achievement of a strategic objective" And. lIndicatorswhich are dlfined as
"'variable[s] which fare] measiired to track progress toward achieving 
reslmts." The gulidance also re(lires that animal targets be established for 
accomplishing each indicator. In accordance with Bti reai for Latin America 
and the Caribbean guidance, USAID/Ecuador l)resents its strategic plans 
in Annual Action Plans. 

USAID/Ecmador still has work to (1o before it filly ineets the above 
requirements for an effective management systemn for meastiring program 
results toward its health and population strategic objective. For example., 
8 of the 10 indicators to measure progress inaccomplishing this objective 
(and related i)rogram outcolmes) that wer- included in USAID/Ecuiador's 
latest draft 1996-1997 Action Plan (as of February 24, 1995) were niot 
quantifiafe or even objectively verifiable and measu-able an1d/or the 
baselined ata and achievements reported were not reliable. :' Examples of the 
8 indicators that were not quantifiable or even objectively verifiable 811(d 
measurable are disculssed below (and shown in Appendix III ): 

One program outcome indicator was the percentage of Ministry of 
Health centers in eight provinces applying family planning and 
maternal child care health norms. USAID/Ecuador officials said that 

At the time of the audit in Febnmary 1995, USAID/Ecuador was finalizing its 1996-1997 Action 
Plan which was to be submitted to the Bureau for Latin America and the Caribbean by March 6, 1995. 
USAID/Ecnador officials said at that time they did not foresee making any significant changes prior 
to the Btireau's review. We decided to use this Action Plan for audit purlposes rather than the 
ap)roved 1995- 1996 Action Plan to enable us to make constructive recommendations. Furthermore, 
the same types of problemns disclosed for this latest Action Plan were also found in the 1995-1996 
Action Plan. 
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although there are norms and] indicators that are generally accepted 
hy health care workers, there re no definite criteria for ineasuiring 
progress in accom)lishing these norms. USAID/ Eci imdor officials also 
stated that there are no good indicators for measu ring the quality of 
family )lanning andi maternal child care services. 

" 	 Another program outconio indicator was the percentage of Ministry of' 
Health centers in eight provinces with a "working cold chain". 
USAID/Ecuador ofticials said a "working cold chain" is normally 
referred to as a system for vaccines. However. the officials stated that 
there is no standard USAID definition tor "working cold chain" nor 
criteria for(determining if*it is a good or bad system. 

* 	 Another program outcome indicator was the plercentage of selected 
Ministry of' Health services in provinces and health areas with an 
established and effective user fee system. USAID/Eciiador officials 
stated that this is a bad indicator. For example. the specific "selected 
Ministry of Ilealth services" have not been identified nor has criteria 
been established on what wold be consi(lered an "established and 
effective user fee system." 

In addition to needing to reline some of its indicators, USAID/E miador also 
needs to ensure that baseline data and actual results reported under the 
PRISM are reliable and fiflly documented as requ ired by the Government 
Perf'onnance and Results Act and the Stmdards For Internal Controls in the 
Federal Government issue(] by the United States General Accomnting Office. 
For examlple, the Act requires that Al federal agencies establish mnual 
performance plans that define performance goals (expressed in an
'objective, quantifiable. and measurable fbrm") to be achieved by a program 
activity and to describe the means to be used to verity and validate 
measured values. Also, among ether things, the General Accounting Office 
standards require documentation of internal control systems and states: 

Internal control systems amd all transactions and other significant 
events are to be clearly documented, and the documentation is to be 
readily available for examination. 

Of the 10 indicators established for measuring progress in accomplishing 
the health and population strategic objective, USAID/Ecuador had little 
assuorance that the baseline data and actual results reported for 8 of those 
indicators were accurate. In some cases available documentation showed 
that the data was not accurate while in other cases there was no 
documentation available to substantiate the validity of the data reported. 
Examples of reporting problems are identified below (an in Appendix IV): 
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" 	 One program outcome indicator was the prevalence of' diarrheal 
disease in the i)opulation at age one. The Action Plan re)orted a 
baseline of 25.0 percent and an achievement of 19.2 I)ereent for 1989 
and 1994, res)ectively. However, 1)oth the baseline data and 
achievement were actually the l)ercent for the popflation under age 
5-not at age 1.USAID/Eculador officials said the Action Plan shotild 
state tinder age five instead of at agc one. 

" 	 Another program oi tcome in(icator was the percentage of women in 
rel)ro(hlctive age (between 15 and 49) using a modern method of 
contracel)tion. The Actioi. Plan rel)orted a baseline of 52.9 l)ercent 
and an achieveimient of 56.8 )ercent for 1989 and 1994. resl)ectively. 
However, these p)ercentages were for women in rel)rodlctive age using 
all nethods of'contracel)tion. The actual p)ercentages for rising a 
"mo(ern nethod" for 1989 and 1994 were 40.3 )ercent and 44.5 
percent, respectively. USAID/Ectiador officials said that the word"modern" sholld he deleted from the Action Plan and the rel)orted 
1)ercentages shotild be for all imetho(1s of contracel)tion. 

USAID/Ecitador officials said the problems with the in(licators and 
reporting ociirred because the officials (id not pay enouigh attention to 
develol)ing the in(icators and ensuring the reliability of the data rel)orted. 
Furthermiore, USAID/Eciador had not. developed any written gtlidance 
emphasizing the importance of reliable data rel)orted in the Action Plans 
and the ty)e of (1o( mientation re(qilired to sup jort stch data. 

As 	a result of the l)robleins foulnd, USAID/Eculador did not have information 
needed to assist. USAID management and others to fuilly and objectively 
measure )rogress in accomplishing its health and popiulation strategic 
objective of which USAID/Eciador has obligated and ex)ended more than 
$20.2 million and $14.3 imillion (as of December :31, 1994), respectively. 

In conclusion, USAID/Ecuador has made significant progress in 
implementing the PRISM system, However. USAID/Ecuador could improve 
its ability to measuire program results against what was precisely 
anticipated when the strategic objective was undertaken by refining (making 
them quantifiable or at least objectively verifiable and measurable) some of 
its indicators. It could also (evelop a better reporting system to ensure the 
reliability of baseline data and actual results reported in its Action Plans. 

Recommendation No. 1: We recommend that USAID/Ecuaaor: 

1.1 complete refining the indicators so that they can be used to 
objectively measure progress in achieving its health and 
population strategic objective; and 
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1.2 	 establish a system for ensuring that baseline data and actual 
results reported in its Action Plans are reliable and 
documented. 

Management Comments and Our Evaluation 

In resiponse to the (raft report, USAID/Ecuador management stated they 
appreciated the aulditors favorable comments on the progress and success 
to date of USAID/Ecuador in establishing indicators for its Strategic 
Objective. 

USAID/Ec a(lor res)onded that it had begun action to iml)lement 
Recommendation No. 1.1. The Mission stated it has provided greater detail 
in the Strategic Cbjective's listing of indIicators and in instances where 
objective measurement are combined with subt)jective measurement that it 
requires such coni)inations be clearly state(d. Regarding indicators of 
sustainability an(I policy environment, the Mission stated it will review the 
indicators internaly and with the assistance of consultants. The Mission 
respon(le(I to Recommendation No. 1.2 that it believes that the quality (both 
consistency an(l reliability) of data is essential to an elfective Monitoring and 
Evaluation Plan. Even though the Mission states it has an ongoing and 
continuous system tbr ensuring the quality an(l appropriateness of data, it 
will further supl)lement this system by reviewing all baseline data reported 
in the final version of the 1996-1997 Action Plan for reliability and 
consistency. UJSAID/Ecuador also stated that its Strategic Objective tree 
will have a "source" listing and basic documentation of the source which 
will be available at the Mission. This documentation procedure will be 
coml)leted by the next Action Plm. 

Based on USAID/Ecuador's response, Recommendation Nos. 1.1 and 1.2 
are consi(lered resolved and can be close(] upon receipt of documentation 
that the recommended actions have been satisfactorily implemented. 

Need to Reassess Whether Projects 
Support the Strategic Objective 

Since at least September 1992, the Bureau for Latin America and the 
Caribbean has required, as part of the mission's semi-annual portfolio 
review process, that missions review their projects to determine if the 
projects contribute toward achieving one or more of the mission's strategic
objectives. The October 1993 guidamce directs each mission to review the 
end-of-I)roject indicators in the project paper logframe and reported in the 
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semi-annual report to assure that the existing indicators in the logframe are 
set forth in the most efficient manner for assessing prqiect progress and the 
project's contribuftion to the mission's strategic oI)jective. 

USAID/Ectiador's 1996-1997 draft Action Plan included the Child Survival 
Project 11 as the only project contributing to two program outconle 
indicators to measi re progress in accomplishing the health ani popldation 
strategic objective. The two indicators were: (1) th(- percentage of Ministry 
of Health centers applying family planning and maternal n(1 chill health 
norns from a 1989 baseline of 70 )ercent of Ministry of Health centers 
a)plying tile normis o a )lanned ou1t)lt for 1997 of 90 l)ercent and (2) the 
percentage of Ministry of -Iealthcenters with a working cold chain from a 
1989 baseline of 80 )ercent to a I)lanne(1 otit1)llt for 1997 of 95 )erc ent. 
However, this i)roject was amended in July 1994 to refocu s the l)roject's 
Ministry of Health activities to non-governmental organi', ttions. As a result., 
this l)ro)ct-with total obligations andl exl)endtitlres of $11.7 and $9 
million, respectively as of December :31, 1994-no longer contri)lutes towarl 
accoml)lishing the two p)rogram otcome in(licators notedl above. 

USAID/Ecuador officials agreed that the two in(licators inentioned above 
are not sliI))orted by USAID-flinded activities and, therefore, need to be 
deleted or revised. The officials said this inconsistency occllrred becauise 
they dlid not review the indicators for the strategic objectives when the 
proJiect logframe was revised. 

By performing inadequate assessments of current contributions projects 
make to strategic objective indicators, USAID/Eculador was unaware that 
projects identifiedl as supporting its health and population strategic 
objective did not. in fact, suI)I)ort that objective. Consequently, 
USAID/Ecuiador couild have project activities that (1o not support any of its 
strategic objectives, in which case USAID/Ecuiador should consider 
terminating the activities or justifying them separately froIm cuirrent 
strategic objectives in the 1996-1997 Action Plan. Therefore, 
USAID/Ecuador should I)erform aid dociiment l assessment of the 
indicators established for all active projects to ensure that those projects 
sij)I)ort its strategic objectives. 

Recommendation No. 2: We recommend that USAID/Ecuador 
review existing projects to ensure that current project logframes 
and the indicators to measure progress in achieving the strategic 
objectives in the 1996-1997 Action Plan contribute toward 
accomplishing the strategic objective. 
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Management Comments and Our Evaluation 

In response to the draft report, USAID/Ecuador management stated that 
they did not agree with the report's implication that there were Mission 
projects which did not su)port Strategic Objectives and the altiditor 
implication that there was no linkage between the Strategic Objective 
projects and objectives. However. USAID/Eclador stated it will review the 
logframes of the Policy Dialogiie and Implementation Project and the 
National Shelter Delivery System Project. Based on this review aid on the 
assistance receive(d from consutltants, specific indicators will be established 
which more closely link the projects to the tHlealth and Population Strategic 
Objective. The Mission will integrate into the logframes of the projects and 
in the overall discuission of the Action Plan the sl)ecific linkages )etween the 
project inl)its and the policy outl)llts which specifically relate to the 
Strategic O)jective. USAID/Ectiador will accomplish this in time for their 
next Action Plan. 

We did consider USAID/Ecuador's comments for this finding and believe 
that our work was sufficient to sl)port. the recommendation made. Based 
on the USAID/Ecuador resl)onse, Recommendation No. 2 is considered 
resolved and can be closed upon receipt of documentation that the 
recommended actions have been satisfactorily iml)lemented. 
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APPENDIX I
 

SCOPE AND
 
METHODOLOGY
 

Scope 

We audited USAID/Eciiador's controls over its system for measuring results 
under its health anid l)opulation strategic objective in accordance with 
generally accel)ted government aoditing standards. The audit was 
conducted froIm Januiary 17. 1995 through May 11. 1995. 

The 	aulit included the following scope limitations: 

" 	 We did not attempt to verify the overall relal)ility of the computer 
generated data in USAID/Ecuador's Mission Accounting and Control 
System which was used to identify active USAID projects and their 
related funding (i.e., obligations and expenditures) 

" 	 Although the auditors did not have the expertise to determine 
whether some indicators established for measuring results tnder the 
health and population strategic objective were adeqlate in showing 
progress in achieving the strategic objective, the )roblems fbmmnd and 
reported in the report were evident. "Flie indicators did not require 
special expertise to determine that they were not quantiliable nor 
were they precise enough to allow m objective determination to 
compare progress (i.e., results) and accomplishment against what 
was anticipate(] when the projects were undertaken. 

Methodology 

To 	 accomplish our audit objective we reviewed the requirements for 
establishing a system for measuring program results using suchand 
information in making funding decisions as stipulated in Section 621A of 
the Foreign Assistance Act and the Government Performance and Results 
Act. We also reviewed USAID directives regarding implementation of the 
PRISM system and related documents setting forth USAID mnagenent's 
commitment to establishing a system for measuring program results. 
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We reviewed the health mid popullation strategic ol)jective that 
USAID/Eciiador had established and reviewed the lrogran o1itcomes that 
it had stated would si ipport that ol)jective. Specifically we reviewed 
USAID/Eci ador draft action )lan for FY 96-97 in which it (lescribcdl its 
strategic' lj eetive, .l1[)ortin, )rogram o)uitCoi1) es ilIltd the per1-folmnle 
indicators and baseline data for measuring the acihievemIent of the prograll 
oultcomiies. We reviewe(l USAID/E cladtlor spll)orting{ (loclillentation for the 
baseline (lat a for the i)eforimance indicators and the re)orte(d lprogress for 
the individlhal inldicatolrs for the strateu ic objective. To determlline the 
ade(tIllacy of the )er'OIllanCe in(licators, we reviewed the l)llr Ilroject 
logfirales and project papers. Additionally we interviewed USAID/Ectlador 
officials and rl-ewe( relevIt (loeilments to d(eterille: 1) the a(l eqlacy of 
the indicators estal)lished and the nmanncr in which USAID/Ecimdor 
obtained and re)orted on l )aseline aid actli ll resu lts data inder the 
PRISM, and 2) whether the l)rojects iii the FY96-97 action l)lim had a 
linkage to the stIrattl'ic ol )jective. 

We reviewed other donor inltormation available at USAID/Ecimalor and 
intervieweti officials to determine the extent of knowledge that the Mission 
had on exl)en(lituires anti activities ol the other donors. 

We also reviewed the available information at USAID/Ecilador on centrally 
funded activities to determine the availal)le funding information, monitoring 
of activities, and whether specific targcts aid accoml)lishments exist under 
their scopes of work. A similar review will be done in USAID/Washington 
on centrally funded projects. 
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APPENDIX H 

UNITED STATES GOVERNMENT 

memorandum
 
DATE 	 August 21, 1995 GD0. 062.95
o>Sa 


REPLY TO
 ATTN OF : 	 J y nbrailo, DIR 

SUBJEc : 	 Au of USAID/Ecuador's Health and Population Strategic
 

Objective
 

TO 	 Wayne Watson, RIG/A San Jose
 

REF: : 	 Wayne Watson to John Sanbrailo Memorandum dated July 21, i(.
 

With regard to your ref request for USAID comments on the subject draft
 

audit report, please refer to USAID/Ecuador's extensive comments on the
 
1995. We
draft report, submitted to Mr. Coinage Gothard, RIG/A, on June 30, 


are resubmitting these comments (attached), as they continue to reflect our
 

to the draft report. You will also find attached the Mission
reactions 

Director's representation letter, as requested.
 

you will note 	that the Mission has responded fully to the
In effect, 

the audit report, and has taken appropriate steps to
recommendations of 


or already
address said recommendations. Based on the actions planned, 


taken, as outlined in my June 30th memorandum, we believe the audit
 

recommendations should be closed.
 

again urge RIG/A to fully take into
In finalizing your report, we more 


account the extensive comments made by the Mission in our June 30th memo,
 

with regard to our reservations about some of the report's conclusions, or
 

omissions of important considerations. In summary, these comments include
 

the following points:
 

(1) The Mission does not agree with the audit memorandum's implication that
 

are Mission projects which do not support Strategic Objectives, and
there 

SO projects and the
the RIG implication that there is no linkage between 


SO objectives;
 

(2) We believe the audit fell short of its stated objective of assessing
 

the Strategic Objective Management System, and that the team did not 
audit
 

other critical aspects of the SO management system to determine 
achievement
 

of desired results;
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GDO.062.95
 
Page 2
 

limited to "objectively verifiable
 (3) Quantitative data should NOT be 

data", nor should you underestimate the equal validity of qialitative 

data
 

to Treasure results;
 

(4) 	 The draft report mistakenly minimizes the importance of policy projects. 

more detailed
Please carefully consider these coxmnts, along with the 

in our June 30th memorandum as you
of these and other pointsdiscussion 

finalize the audit report.
 

Drafter: A/GDO:KFarr
 
file: fho\auditrpt
 
Clearance :O/CONT: Totino 

A/DIR: JLeo 
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UNITED STATES GOVFERNMNT 

memorandum
 
DATE June 	30, 1995 

REPLY TO
 
ATTN OF John anbrailo, USAID/Ecuador Mission Director
 

:JiE Audit f USAID/Ecuador's Health and Population
 
Strategic Objective
 

TO 	 Coinage N. Gothard, RIG/San Jose
 

USAID/Ecuador has reviewed the draft subject memorandum audit report
 
which your audit team presented to the Mission on May 10th. This
 
memorandum presents Mission comments on the draft report, first with
 
respect to the specific recommendations, and second on a number of
 
general issues.
 

Comment& on Specific Recommendations.
 

Recommendation 1.1: 	complete refining the indicators so that they can
 
be used to objectively measure progress in
 
achieving its health and population strategic
 
objectives
 

Mission comments: 	 The Mission is pleased that the auditors comment
 
favorably on the progress and success to date of
 
the Mission in establishing indicators for the
 
Strategic Objectives. We are cognizant that
 
refinements to the indicators are constantly
 
necessary and thus we consider that such
 
refinements are an integral and ongoing element
 
of the Strategic Objective's Monitoring and
 
Evaluation (M&E) Plan. Thus the Mission is
 
already (and has been for some time) carrying out
 
the recommendation of the audit team.
 
Nonetheless, in order to further respond to the
 
audit recommendations, we have taken the
 
following steps:
 

First, greater detail has been provided in the
 
Strategic Objective's listing of indicators which
 
explains the rationale behind the indicator and
 
its quantitative measurement. Instances where
 
objective measurement (e.g. national survey) are
 
combined with subjective measurement (e.g.
 
institutional statistics) are clearly stated.
 
This detailed listing was presented in the final
 
version of the 1996-97 Action Plan which was
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Recommendation 1.2: 


Mission comments: 


presented to AID/Washington.
 

Second, indicators for sustainability and policy
 

environment will be reviewed internally and with
 

assistance of external consultants. The review
 
will include the consideration of a number of
 

methodologies (e.g. leadership opinion surveys,
 
focus groups, etc.) which will objectively measure
 
progress in policy development. The complete set
 

of indicators will be ready for the next Action
 
Plan.
 

establish a system for ensuring that baseline
 
data and actual results reported in its Action
 

Plan are reliable and documented.
 

Mission considers the quality (both consistency
 
and reliability) of data as essential to an
 

effective Monitoring and Evaluation Plan, and as
 

such already has an ongoing and continuous system
 

for ensuring the quality and appropriateness of
 

the data. As part of its M&E Plan, the Strategic
 
identified individuals and
Objective had 


collection and
institutions responsible for the 

indicator. Those
documentation of data for each 


the consistency and
responsible also ensure 

data that are reported. In
reliability of 


addition to these processes which have been
 
time, the Mission proposes the
ongoing for some 


following actions to further respond to the audit
 

recommendation:
 

baseline reported in the
First, all data 

the 1996-97 Action
Mission's final version of 


Plan have been reviewed and checked for
 

reliability and consistency. Both baseline data
 

and final goals have been discussed with
 
donor agencies to
counterparts and with other 


ensure commonality of objectives. Where
 

necessary, both data and definitions have been
 

modified to ensure that data are precise.
 

Second, every indicator in the SO tree will have
 

a "source" listing and basic documentation of the
 
file at the Mission.
source will be available on 


The documentation will be completed for the next
 

Action Plan.
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Recommendation 2: 


Mission comment: 


Review existing projects to assure that current
 
project logframes and the indicators to measure
 
progress in achieving the SO in the 1996-97
 
Action Plan have a direct linkage and, if in fact
 
the projects do not directly support a strategic
 
objective, identify and justify those projects in
 
the Action Plan.
 

The Mission, through semi-annual reviews, Action
 
Plan, M&E Plans, and other mechanisms, routinely
 
reviews projects and project logframes in order
 
to ensure linkages with SO's. It is through this
 
process, which was started in 1993, that the
 
Mission has continuously focused and concentrated
 
efforts in those activities which have the
 
greatest potential for results based on our SO's.
 

The Mission's Action Plans for FY94-95, FY95-96,
 
and Zor FY96-97 reflect this continuous and
 
consistent process. As part of this process, the
 
Mission defined as a critical component of the
 
portfolio policy dialogue activities. The
 
Mission does not agree with the audit
 
memorandum's implication that there are Mission
 
projects which do not support Strategic
 
Objectives. Nonetheless, and with respect to the
 
two specific projects mentioned in the draft 
audit memorandum, the Mission is taking the 
following steps: 

Mission will review the logframes of the Policy 
Dialogue and Implementation Project and the
 
National Shelter Delivery System Project. Based
 
on this review, and based on the assistance
 
received (see rec. 1.1 above), specific
 
indicators will be established which more closely
 
link the projects to the Health and Population
 
Strategic Objective. Mission will also integrate
 
into the logframe of the projects and in the
 
overall discussion of the Action Plan the
 
specific linkages between the project inputs and
 
the policy outputs which specifically relate to
 
this SO. This will be accomplished in time for
 
the next Action Plan.
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Additional Comments and Clarifications
 

1. Achievement of Results in S02.
 

no
 
Comment. The draft memorandum audit report implies that there 

is 

such USAID


linkage between So projects and the SO objectives; and as 


has had no impact on the objectives. USAID/Ecuador disagrees 
with this
 

Mission believes that the memorandum audit
 
RIG implications. The 

report should reflect the fact that linkages are well 

established in
 

the development literature and in Ecuador, and that impact has been
 

significant based on USAID's long term presence in the 
sector and in
 

its influence over counterpart and donor policies and 
programs.
 

strategic objective of the Mission's health and
 
Discussion: The 


"to reduce mortality and fertility to levels
 population portfolio is 

commensurate with sustainable development". The technical


which are 

has clearly substantiated a linkage between


development literature 

mortality and fertility and development. The literature 

establishes a
 

transition process (epidemiological and demographic transition) by
 

which a society moves from high levels of mortality and 
fertility to
 

low levels of mortality and fertility. The literature furthermore
 

identifies a set of variables which directly and immediately 
affect
 

as immunization and contraception.

mortality and fertility, such 

Moreover, the Agency strategies in health and population 

are based on
 

these linkages, and point to priority intervention activities 
in order
 

to obtain maximum impact. USAID internal evaluations, such 
as the CDIE
 

Oct. 93), the World Bank
 report ("A.I.D.'s Child Survival Program", 

and UNICEF
1993 World Development Report"),
("Investing in Health: 


("Plan of Action for Implementation of the World 
Children's Summit
 

set of rinterventions as 

Findings"l, 1991) all point to the same the
 

most critical and most cost effective ones for obtaining 
results. It
 

that USAID/Ecuador has
 is based on these well-established linkages 


determined the indicators to be used to measure success. 
Measurement
 

that are accepted

these indicators is based on methodologies
of 

the national demographic and health surveys.
worldwide, such as 


USAID involvement is evident: infant
 
The quantitative impact of 


1980's to
nearly 95 in the early

mortality has declined from 

approximately 40 in 1994; contraceptive prevalence 

has increased from
 

in 1994. A significant portion of this
 35% in the early 1980's to 57% 

be attributed to USAID involvement. Until 1993, 

when the
 
decline can 


Ecuador signed a loan agreement with the World Bank,
Government of 

fields of population and
 

USAID was the single largest donor in the 


health. In population, USAID continues to be 
the largest donor. While
 

are channeled through the
 
it is true that significant resources 


private sector, it is USAID's leadership in technical, 
normative, and
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policy areas (including advocating greater private sector
 
participation) that has had a major impact on mortality and fertility
 
over the years. Moreover, in the specific interventions which have
 
most impact on infant mortality and fertility, the financial resources
 
of USAID have exceed those of the private sector.
 

In Ecuador the impact that USAID has had goes well beyond statistical
 
measurement. By being involved with counterparts and other donor
 
agencies, USAID has been critical in guiding national programs and
 
donor funding. Three specific examples make the point:
 

1. 	 In 1991/92 the GOE/Ministry of Public Health (MSP) began
 
preparing a project for financing with World Bank loan funds.
 
USAID reviewed the project proposal and felt that the project was
 
not cost effective and would not have the benefits which it
 
purported to have. USAID then began a process of policy dialogue
 
and negotiation, both with the MSP as well as with
 
USAID/Washington and the World Bank. As a direct result of our
 
efforts, the World Bank project which was eventually approved is
 
much more focused and narrower in scope, with a much smaller
 
funding level. The activities, moreover, are aimed at improving
 
the types of intervention that will have a direct- impact on
 
infant mortality, rather than the original proposal of building
 
infrastructure.
 

2. 	 In 1993/94, the GOE as part of its modernization strategy decided
 
to eliminate the water and sanitation authority (IEOS) and to
 
integrate its functions with the newly created Ministry of
 
Housing and Urban Development. USAID, while fully supportive of
 
the modernization process, was concerned that under-served
 
populations not be left unprotected. Two offices of the Mission
 
(GDO and RHUDO) joined forces to carry out a series of policy
 
dialogue and support activities which resulted in a consolidated
 
policy document. This document was accepted by the Ministry of
 
Housing and Urban Development and submitted to the President and
 
Congress for approval.
 

3. 	 In 1995, as the International Conference on Population and 
Development neared, the GOE took on an increasingly conservative 
stance vis a vis population - a view which was contrary to US 
interests, USAID strategy, and the attitudes of the Ecuadorian 
public at large. The Mission crafted a policy dialogue strategy 
and worked very closely with UNFPA in its execution. The strategy 
was based on the plan that while we would not be able to 
influence the comments of the Ecuadorian delegation at the 
Conference, we would do our best to help direct the final GOE
 
Plan of Action. The Mission's strategy was successful: the final
 
Plan of Action document which was officially presented two months
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clearly supports population programs

after the Conference 

generally and USAID strategies specifically.
 

2. The Strategic Objective Management System
 

Comment: The objective of the audit as stated in the draft 
memorandum
 

was to determine if USAID/Ecuador had an effective management 
system
 

to measure results, and was it achieving the desired results, under
 

its health and population objective. USAID/Ecuador believes 
the audit
 

fell short of its objective to the extent that the audit 
process was
 

exclusively one of reviewing the adequacy of source 
documentation for
 

the quantitative indicators of the strategic objective. The team did
 

of SO management system to
 
not audit other critical aspects the 


determine achievement of desired results, and the memorandum 
should
 

reflect the limited scope of the audit undertaken.
 

a team process. The
 Discussion: USAID/Ecuador sees the SO process as 

to USAID staff, but also include
 

team members are not exclusive 


partners (counterparts and implementing agencies) and 
beneficiaries.
 

the SO, the team relies on
 
In order to monitor the achievement of 


quantitative and qualitative data. Quantitative data are 
not limited
 

to "objectively verifiable data", but also include data from a number
 

sources, including institutional set-vice statistics, 
external and
 

of 

internal evaluations, special studies, reports from 

other agencies and
 

donors, etc. It is the daily compilation, analysis, and 
comparison of
 
a "reasonable
SO team to come up with
these data that allow the 


a vis the objectives. In the
 
estimate" of where the SO stands vis 


social sciences, such reasonable estimates are almost 
always accepted
 

as reliable estimates.
 

Information of a qualitative nature is equally important. 
Visits to
 

conversations with beneficiaries, focus group

the field, one-on-one 
 is a basic
 
interviews, and informal data gathering from key sources 


While the
of the SO management system.
and critical component 

information is not always objectively verifiable, 

the compilation of
 

such qualitative information gives the SO team a 
panorama of whether
 

of SO
 
the projects are in fact contributing to the achievement 


on this qualitative information,

objectives. Moreover, based 


needs are often identified

additional quantitative data and
 

subsequently addressed.
 

3. The Role of Policy
 

that policy projects
audit memorandum indicates
Comment: The draft 

should have an independent and direct impact 

on the SO. USAID/Ecuador
 

believes that improving the policy environment 
has a direct impact on
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the achievement of the SO. The draft memorandum implies that policy
 
projects have little or no impact on the SO achievement. To minimize
 
the importance of policy reflects a lack of full understanding of the
 
policy process, and of the importance that the development literature
 
and USAID strategies place on policy dialogue.
 

Discussion: The Health and Population SO team sees the policy process
 
as an important contributor to the achievement of SO objectives. The
 
relative importance of policy (versus program) is in part based on
 
where Ecuador finds itself on the demographic and epidemiological
 
transition. At both the early and late stages of the transition, the
 
role of policy is seen as relatively more important than in the middle
 
stages. This is because at the early stages, a strong and positive
 
policy environment is critical for public and private programs to
 
"take off". Likewise, at the later stages of the transition, a strong
 
and positive policy environment is critical for establishing a long
 
term sustainability of priority programs into the future. Ecuador
 
finds itself in the later stages of this transition, and is struggling
 
to achieve sustainability of its programs. A strong and positive
 
policy environment is critical to achieving sustainability - so much
 
so that
 

USAID/Ecuador has designed and is implementing a pr6ject which
 
specifically addresses cross sectoral policy issues. Without
 
addressing these policy issues, and without a substantial improvement
 
in health sector policies, it will be impossible for Ecuador to
 
further reduce its infant mortality.
 

USAID/Ecuador's strategy for improving policies is based on the 
assessment that many programmatic constraints have been overcome - the 
need now is to consolidate the gains of the future and to ensure a 
long term sustainability of programs and institutions. In this 
process, it is critical for all sectors that Ecuador accelerate its 
modernization process, with public services being provided ever more
 
by the private sector and with public institutions becoming more of a
 
policy maker and less of a service provider. The Policy Dialogue and
 
Implementation Project is USAID/Ecuador's principal project which
 
integrates the policy agenda of the Mission and of its various
 
projects and programs. The project thus has a direct linkage with
 
three of the four Mission strategic objectives, including the health
 
and population SO.
 

Finally, the development literature is full of examples and analytical 
frameworks which point to a direct and quantitative relationship 
between a policy input and mortality (or fertility) . Issues related 
to causality are still being researched. The previously mentioned CDIE 
report concludes that child survival program performance is enhanced 
by a positive policy environment, and recommends that USAID Missions 
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as part of
 
should "define country specific policy dialogue agendas 


country child survival strategies. Agendas 
should combine attainable
 

policy changes with difficult to achieve policy

operational 


as budgetary allocations." The World Bank, in its
 
objectives, such 

1993 World Development Report, goes further, 

stating that policy and
 
list of priorities


policy reform should be placed at the head 
of the 


improve its health system. The conclusions of
 for countries trying to 

CDIE, the World Bank, and other donors and experts 

in the development
 

for programs and strategies, both at the
 
field have been the basis 

USAID/W level, as well as in many USAID Missions 

throughout the world.
 

The USAID policy agenda has been prepared 
carefully wiuh substantial
 

background analyses. The agenda is consistent 
with USAID/W strategies
 

and with the policies and priorities of other 
donors. The agenda has
 

to be a guiding

been approved by AID/Washington, and will continue 


centerpiece of Mission activities for the next 
three to five years,
 

Drafted by: KYamashita ( 6.9.95)
 

Clearances:
 
GDO: M.Hacker (in draft)
 
RHUDO: C.Milligan (in draft)
 
CONT: T.Totino (in draft)
 
PPD: P.Lapera (in draft)
 
ADIR: L.Garza (in draft)
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APPENDIX III 

Strategic Objective No. 2: Reduce levels of mortality and fertility to levels 

Strategic Objectively 
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Project Objectively Year of Data and Is Data Is it Comments 
Outcome Verifiable figure in column Correct Verifiable 
Indicators Indicator 
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