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INTRODUCTION 

ASSESSMENT OF USAID/PAKISTAN'S SUPPORT TO 
TECHNICAL ASSISTANCE CONTRACTORS 

FEBRUARY 28, 1990 

[SAID/Pak i s t an's ( [SAID/PI program is the second largest Kithin 

the [.5. Agency for International Development (A.I.D. I. Since 

1981 this program has grown considerably in both terms of 

funding and personnel. The program funding level greK from S50 

million in 1981, to $278 million in 19H3, to S350 million in 

1989. The nllmber of direct-Hire and contract employees ([.5. 

and Foreign Service Sationals) was 102 in 1981 and 281 in 1983 

as compared to 520 in 1989. These figures do not include 

[ SAID/P's ~ 7 3 employees hired under service contracts, the 6~9 

employed by [SAID/P contractors, the 18 ~SDHs Kith the Office 

of the AID/Representative for the :Hghanistan Program 

(:\ID/REP) , its 38 C.S. contractors, its 16 FS~s, or the 627 

employees of its contractors. All of these categories have 

implications for CSAID/P and create the largest 

administrative management span of control of any ~ission in the 

world today. 

Since 1983, the le\-el of services USAID/P has pro\-ided to its 

TA contractors has been extensive. The full scope of the 

ser\-ices currently provided greatly exceed those normally 

provided by other [SAID ~issions throughout the world (see 

Attachments I and II which show the services provided to TA 

contractors by CSAID/Cairo and USAID/Quito, respectively). 
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CSA!D/P expends significantl y large levels of effort to carry 

Ollt its normal operatin~ ftt!1ctions and in pro\-idin'5 ser\-ices to 

its TA contrac tors. Some eX8!!,ples of those levels of effort 

a r e: l easing, furr ':" shing, and maintenance of 1 - .~ I ~. 

residen c es and 38 off i ces i n 10 locat.ions; the leasing and 

operations o f 10 staff houses in 10 locations; the leasing and 

operat i ons of 6 Kareholses i n 3 locations, the operations of ~ 

Liai~on Offices in ~ locations Kith satellite operations at 

another 6 loca t ions; the accountability and issuance of 208 

sets of r esidential furnit ~ re; the operation and/or repair of 

about .37-1 ,ehicles; and pro curement activities Khich exceed 

S2~O million each year. 

OBJECTIVES AND SCOPE 

The objectives of this assessment were to ( 1 ) assess the 

adminstrative, financial, and lO'5istical support services being 

provided by USAID/P to TA contractors operating in Pakistan 

under AID financing; (2 ) develop recommendations based on 

findings Khich are e con 0 m i call -;..- feasible for the c. S. 

Government to implement, and which would provide improved 

services to TA contractors; and (3) develop an action plan to 

imple ment the recommendations. A team composed of a Personnel 

~ana'5ement/Executive Officer, a Controller, and a Contracting 

Officer were selected to conduct the assessment during the 

period February 9, through February 28, 1990. In order to meet 
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these objectives, the Team was asked to do the following: 

--Revie~ existing contract agreements for compliance with 
a pvlicable A.I.D. po licy, with particular emphasis on 
those provisions re l ating to administrative, financial. 
and logistical support services. 

--Compare the actual provision of administrative and 
logistical support services with the services 
stipulated in contract agreements to determine 
consistency within contracts. 

--Review the provision of USAID/P's acquistion and 
management of residential housing, and office facilities 
provided to the contractors with a view to assure 
consistency with those provided to eSDH employees. 

--Assess cost accounting systems and procedures that enable 
CSAID/P to fully charge contractors for services 
pro\-ided. 

--Review payments made by CSAID/P on behalf of TA 
contractors to determine if payments can be better made 
directly by TA contractors. 

In order to meet its objectives and cover the areas listed 

the Team interviewed several key ~ission officials 

including the ~ission Director, the Executive Officer and 

Deputy Executive Officer, the Controller and Deputy Controller, 

the Chief of the Commodities Division, Contracting Officers, 

the Chief, Office of Project Development and ~onitoring, the 

Chief, Office of Agriculture and Rural Development, several 

CSDH Pro j ect Officers, and senior FSNs from various offices. 

The Team also met the AID/Representative, Deputy 

AID/Representative, CSDH Project Officers, the Controller, and 

Contracting Officer for the AID/REP program. In addition, the 

Team met with the Chiefs of Party of the majority of the 
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~1i ss i on's and the AID/REP's contractors, and with 

re p resentati \-es of other donors or private contractors doing 

business in Pakistan. Fi n ally, the Team reviewed pertinent 

~ission recoras pertaining to the assessment ob j ectives and 

scope. 

ASSESSMENT RESULTS 

The assessment results are summarized below. The first three 

topical headings cover the areas listed in the Scope Section 

that the Team was sp~cifically asked to cover. The subsequent 

headings co\-er areas noted by the Team during the assessment 

v.-hic hit be 1 i e'-ed should be brought to management's at ten t ion. 

IS THE CURRENT SUPPORT BEING PROVIDED BY USAID/P TO ITS TA 
CONTRACTORS (1) IK ACCORDANCE WITH A.I.D. POLICY. (2) 
CONSISTENT WITHIN CONTRACTS. AND (3) CONSISTENT WITH THAT 
PROVIDED TO USDH EMPLOYEES? 

l-S.UD/P presently pro'\ides, among others, the folloKing 

services to some or all of its TA contractors: leasing, 

furnishing, and maintenance of housing and offices; '\-ehicle 

maintenance; procurement of vehicles, supplies, and 

commodities; tra\·e! and transportation; visa and custom 

clearances; and personal services such as paying utility bills, 

insurance, obtaining vehicle registrations and driving permits, 

etc. 
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l:S ""q DI P' s cu rrent pol ic~' is to pro'"ide its TA contractors hith 

,"irtually all of the same t~- l) eS of sen-ices that are recei'"ed 

by its USDH employees ~it h on ly a fe~ exceptions. For e:',ample, 

entitlement TA contractor personnel de not recei'"e some 

sen"ices stich as the APO and receive more restricti,"e State 

Department pouch services. 

~hi1e the current support be i ng provided to TA contractors is 

significantly greater than that normally provided by other 

~SAID ~issions--the level and kinds of services being provided 

do not appear to be contrary with A.I.D. Policy, and appear to 

be consistent ~ithin contracts. A.I.D.'s policy ~ith regard to 

PI"O'" id ing support to TA con t rectors requ ires eac h Hiss ion to 

assess the local logistica l support situation and determine 

~hich method, based on three options, is best suited for its 

program or indi,"idual projects. Although the policy requires 

that the ~jission Director make a determination on the method to 

be f01lowed--~e did not find that this had formally been done. 

A.I.D. POLICY 

Appendix C to 

the follo~ing 

objectives to 

the AID Acquisition Regulations (AIDAR) provides 

policy statements in furtherance of AID's 

( 1 ) increase the utilization of contractors in 

accordance ~ith section 621 of the Foreign Assistance Act of 

1961, as amended, (FAA), and ( ~) reduce the administration 
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b u rd e non the _'\ IDE'S tab 1 i s~.!.h.!.'m~e~n~t,,--~i~n.!..-_~C..:L:::.:)~o~p~e rat i illL. Co u n t r i e s 

( emphasis added). Appendix C to the AIDAR states: 

" Eac h Hission should assess the l o cal logistical support 
situ a t ion and determine which method is best suited for its 
program or individual projects. ~hile the follo~ing three 
options are listed in descending order of preference, the 
~ission is encouraged to use the option which is in the 
best interest of the project: 

(1) Arrangements by the contractor itself ~here 

feasible and reasonably economical. (It is assumed 
that this test will be met in the case of \-irtually all 
construction contracts and in most of the larger 
engineering and technical assistance contracts). 

(2) Arrangements by the cooperating country Khere these 
~ould be timely, adequate, and feasible in terms of the 
c ountry's economic and administrative resources. 

(3) Arrangements by the Mission alone or jointly Kith 
either or both of the other parties, in those cases 
where the Mission Director determines that adequate and 
timely logistic support at reasonable cost cannot be 
assured through the other options (emphasis added). In 
such cases, and ~hen direct-hire resources are 
inadequate, the Mission is encouraged ~henever 
feasible, to contract for assistance in providing 
logistic support. Guidance on logistics support 
contracts should be obtained from SER/OP and GC." 

RECOMMENDATION NO.1 

The Team recommends that: 

If the CSAID/P ~ission Director makes the decision to 

c o ntinue the current method of providing TA contractor 

support, he should make a formal determination, for the 

record, supporting the use of that method. 
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Should the Current Level of Support Being Provided by 
USAID/P to its TA Contractors be Continued? 

ThE" a s ~ ess m e ra t i d e n t i fie d 11 0 s t ron g a!' gum E' n t s l' :) r C 1' a ', g HI ~ t b '? 

ha\- major sen-ices are being pro ':ide d to T ...... c o ntra·:'tors by 

l.: S:U D/P. ~- e ",-ere unable t o find any regu l atiorls in the AID 

H~ndhooks hhich hould preclude the current arrangement. That 

findi n g, coupled hith the v ery lau datory evaluation of such 

sf-rvicE's by TA contractors and rSAID/p and AID/REP pers o nnel. 

I R S led u s to recommend no major changes in the services 

c u r r ently bf- i ng provided, If TA contractors provided their Ohl1 

logi s tical ~- lI pp ·::>rt ",ould there be a reduction in rSAID/p's 

st a rr '.' In the O/Pl probably not; in the EXO certainly, maybe 

to 30 t o -10 percent of the total staff--country 

\,ide---incillding ser\' ice contracts. But, \,'e do not be lien:' this 

in a n d of itself justifies a change in the status guo. 

The assessment disclosed, that the ~ission currently 

pro\' ides some labor/paperhork intensive services, such as 

payment of utility bills, certification and processing of 

medical claims for all contractor FSXs, and some other mundane 

services such as enrolling new arrivals in the C.S. Government 

Employees Association, obtaining car insurance, etc. , that in 

the opinion of the Team , should more appropriately be handled 

by the contractors. It may be necessary to amend some or all 

of the present TA contracts in order to turn the responsibility 

for provision of these services over to the TA contractors. 
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But the overall red u ced ~orkload for (SAID/P staff 

,jus ti fy that actio)). 

Support for Maintaining the Status Quo 

There was unanimous praise among the TA contrac tors, (SAID/P, 

and AID/REP employees intervie~ed by the Team for the quality 

and level of services currently provided b y (SAID/P. Most felt 

s t rongly n their opinions that (SAID/P should continue 

pro\"iding most of the current logistical support ser\"ices. 

The main reasons given for maintaining the status quo ~ere: 

( 1) it is more economical to the (.5. Go\"ernment for the 

~!ission to pro,"ide centralized support sen"ices; ( 2) it a\"oids 

a three to six month delay in project implementation by 

allo~ing contractor personnel to immediately concentrate on 

project objectives instead of their own personal needs such as 

housing, furnishings, etc. ; (3) most contractors lacked the 

staff qualified to carry out the support services; (~) adequate 

support services ~ere not available from established companies, 

rather, indi v idual contractor teams composed of the different 

craftsmen required would have to be established; and ( 5 ) there 

~a s a great need for checks and balances in the leasing and 

procurement processes and confidence in the procurement agents 

because of local conditions, and it is assumed that (SAl DIP 

pro," ides such checks and balances. 
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o her reasons gi\"en for CSAID/P to continue providing serv ices 

t o TA contractors were: 

--~e\,comers Kere getting " k illed " in their leases and Kere 
ruilling the market by pa y ing high rents. 

--It costs S1,200 a month to rent a car with driver 
(com1>eti\"ely bid). 

--Overhead and fees would increase if the TA contractors 
had to handle logistical support. 

--~ore than just convenience given the local market 
situation. 

--There is a key concern over the control and oversight of 
procurement activities. 

--Local hea th services are a problem for the expatriate 
community. 

--If TA contractors had to handle their own administrative/ 
procurement, their contracts would have to be amended 
to include another person on their respective staffs. 
In mos t cases this could be ar FS~, but where an 
American would be req u i red, this increase '.'ould push 
the total staff limita t ion closer toward the 100 limit 
set by the Embassy. The Team was asked rhetorically if 
the ~ission Kanted to utilize the 100 for technical 
experts--or clutter it up with administrative t ypes. 
~e were also told that the GO P reviews contracts and 
projects to ensure that administrative types are not 
included. 

--There would be a dis-economy of reduced scale if each 
contract had to provide its own support. 

--CSAID/P has a good reputation with landlords, this allows 
it to get good houses for good prices. 

--Contractors are "spoiled" but more "efficient". It "as 
generally agreed that the settling in time by ne w 
families would be about 3 to 6 months--without 
USAID/P's support. 

--Security. This issue was most pronounced in PeshaKar. 
One subcontractor interviewed there stated he wished he 
was .. in the :\. I . D. package " not necessar il y for the 
residential maintenance but for the peace-of-mind of 
being under the security umbrella. 
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--Concern Kas expressed over the l ack of expertise in the 
local market to repair appliances, and the lack of 
spare parts and timeliness. Concern ~as a l so given 
over non-screened personnel ha v ing access to ind ividual 
residences and offices. 

Officials of private companies, Kho Kere providing their own 

logistical support, generally agreed with the reasons discussed 

for the ~ission to continue pro\-iding the present level 

of logistical support. These officials pointed out that 

limiting the contact of TA contractor staff Kith local 

\ · endors--b~ CSAID/P providing logistical services--resulted in 

improved securil~ for the Americans in this country. 

An official of a C.S. oil company told us that his firm had 

set-up an organization in Islamabad similar to ~SAID's to 

pro\-ide logistical services for its offices and expatriate 

emp o~·ees. He told us that his company did not do so in Peru 

and Columbia--rather it believed that in these countries 

adequate services Kere available on the local economy. He said 

the compan~ did not feel the situation was similar here. 

An official of another private U.S. company told us that he was 

a~are that some of his colleagues in the private sector were 

"getting ripped off" on their leases and other procurement 

actions because of their lack of knmdedge about local 

conditions. (This official told us he used CSAID type 

contracts for his leases and insisted that the guard service 

provide him services at CSAID rates). 
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Some USAID/P Employees Believe the Current Services 
Provided to Contractors are Inappropriate and Excessive 

The re Ke re some l"SAI D/P CSDH emplo~:ees that be 1 ie\"ed the leyel s 

of s u pport proyided to TA contractors should be greatl~" 

reduced. The labor/paperwork and administratiye burden Kere 

the main reason giYen br these employees for reducing the leyel 

of seryices provided to TA contractors. The EXO and O/F~ CSDH 

staff is so involyed in day to da~ issues that there is little 

time for management analysis, forKard planning, and fine tuning 

of their operations. The Team had the sense that there could 

be some reductions in yarious elements of the large EXO staff 

but that the EXO CSDHs did not haye the time to carefully 

perform in-depth reyiews and Kere completely dependent on 

recommendations of their senior FS~ staff. 

Tvpes of Services Available to TA Contractors 

There are two basic types of services provided to TA 

contractors--entitlements and logistical services. 

Entitlements are granted to contractor employees KorldKide as 

the result of specific policy. They are defined in the AIDAR 

and cannot be changed by a ~ission Kithout a specific deviation 

subject to AID/\\" revie":. Entitlements include use of: 

--Health Room Seryices 

--State Department Pouch and APO (If Permittedl 
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--Post Recreation Facilities and Commissary 

--Check rashing and ~oney Changing Facilities 

Logistical support items are not mandated by regulations a nd 

there is not an Agency-wide written policy covering these 

items. Logistical support includes: 

--Obtaining Entitlements 

--Dealing Kith Host Country Institutions 

--Setting-up and ~aintaining Housing and Temporary Living 
Accommodations 

--Setting-up and Running Offices and Other Professional 
Facilities 

--Arranging and Carrying Out Staff Travel and 
Transportation of Things 

RECOMMENDATION NO.2 

The Team recommends that the Mission, if it is properly 

reimbursed by project funds, continue to pro,"ide the following 

services to its TA contractors: 

--Assistance in Obtaining Entitlements 

--Leasing, Furnishing, and ~ain~enance of Residences 
and Offices 

--Leasing of Karehouses 

--~aintenance of Motor Vehicles (Islamabad and Peshawar) 

-- Security Investigations and Guard Services 
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--Off-Shore Procurement of Vehicles and all Other Project 
Commodities Except Program Technical Equipment Costing 
~nder S25,000. 

Services the Mission Should Not Continue to Provide 

The Team found that the Mission ~as providing se\eral services 

to TA contractors that ~ere very labor/paperwork intensive for 

the Mission to carry out--because of the volume of transactions 

resulting from the collective impact of providing these 

serv ices for all TA contractors. These labor/paperwork 

i n tensive ser\ices have their greatest impact on the EXO and 

O!F~ operations. Some examples of these services follow. 

--EXO receives and prepares vouchers--~hich are submitted 

to O/F~ for payment--for all of the electricity , Kater, 

gas, and some personal telephone bills for TA contractors. 

Vouchers processed by O/F~ have to be sent to the Regional 

Administrative ~anagement Center (RAMCI in Bangkok, 

Thailand for issuance of the checks. Because of delays in 

receiving checks from RAMC the Mission incurred about 

rupees 1.2 million in late charges last fiscal year. In 

order to avoid such charges, O/F~ is instituting a 

procedure to make advance payments of all utility bills, 

including those of the TA contractors. 
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--EXO receives and prepares vouchers--~hich are submitted 

to O/FM for pa~ment--for invoices covering TA contractors 

and project participants' travel (there are about 900 

project fllnded participants that tra\"el each year). These 

bills are submitted b~ various airline representatives and 

travel agents. Generally, these organizations submit a 

separate bill for each Government Travel Request (GTR) 

issued (the maximum number of persons that can be put on 

one GTR is four). (See pages 31 and 32 for a specific 

recommendation related to travel services). 

--EXO prepares, 

n umerous local 

processes purchases orders, and carries out 

project funded procurement actions on 

verbal request of various GOP ~inistries. O/F~ processes 

these procurement actions 

checks to the vendors. 

for ~ayment and delivers the 

The above kinds of services create mountains of paperwork for 

EXO and O/FM. If these services were handled by individual TA 

contractors, the 

~ission offices 

that CSAID/P 

impact would be far less than it is on the two 

cited above. The assessment also disclosed 

is providing some mundane services such as 

enrolling neK arrivals in the C.S. Government Employees 

Association and obtaining insurance for POVs. These services 

more appropriately should be handled by the TA contractors. 
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In addition to being concerned abollt the workload brought about 

iJy some of the services prov ided to TA contractors, the E:\O and 

O/F~ staffs expressed concern over the lack of good internal 

cont 1' 0 1 o\·er payments made on the behal f of others. The Team 

shares that concern. The O/F~ staff rightfully questioned 

their ability to know if payment being made on behalf of others 

are being made for the correct amounts. ~e were advised that 

this ~ission had an EXO employee who abscounded with about 

rupees 1.8 million that was supposed to have been paid for 

utility bills but was not. The Deputy Controller advised us 

that she just recently signed a Mission Order to the effect 

that O/F~1 ,,·ould no longer approve payments for procurement 

actions taken on the basis of verbal orders from GOP Ministries. 

~ith regard to project commodity procurement, attached are 

copies of several Cairo ~ission Orders and a Contractor ~otice 

that the Team feels might be of interest to (SAID/P. The 

subjects of these Orders and Notice are: 

Procurement, 

"l.:tilization 

Procurement Planning and 

of AID-Financed Commodities 

"Project Commodity 

End-(se Control"; 

and Equipment"; 

"Procurement, l'se and Disposition of AID Project Yehicles"; and 

"Guidance for Local Purchase of AID-financed Commodi ties" 

( Attachments III through VI). 
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RECOMMENDATION NO.3 

Th e Team recommends that USAID/P take the action necessary to 

t ur n the responsibility for providing the follo~ing services 

over t o the TA contractors: 

--Procurement of Office Supplies 

--Procurement of Program Technical Equipment ( up to a Limit 
of 825,000 for Off-Shore and 8100,000 for Local 
Procurement Following Guidelines Contained in Handbook 
11, Chapter 3) 

--Payment of Utility Bills 

--Processing Certifications of ~edical Claims for Their FS~ 
Staffs 

--Employee Related Travel 

--Transportation of Things not Procured by CSAID/P 

--Enrolling New Members in the C.S. Government Employees 
Association 

--Obtaining POV Insurance 

Need for Consistency in Services Provided 

The Team found that the services provided to TA contractors 

varied someh"hat bet,,;een various CSAID/P locations. For 

example, CSAID/P procures and warehouses common-use office 

supplies for Contractors in Islamabad and Peshawar, whereas 

contractors in Quetta, Karachi, and Lahore handle these 

fllnc t ions themse I \"e s . The Team has recommended that CSAID/P 

not provide office supplies to TA contractors at any location. 
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The Team also noted that vehicle maintenance is provided for TA 

contractors in Peshawar and Islamabad, whereas at other 

locations the contractors take care of this 

themselves. The Team has recommerjed that for the present, 

this service be retained at those t~o locations. 

The variance in services provided adds to everyone's confusion 

and makes reimbursement determina~ions difficult, if not 

impossible. The ~ission should establish firm policies and 

practices, regardless of local conditions, and apply them 

across the board. 

RECOMMENDATION NO.4 

The Team recommends that, to the extent practicable, 

CSAID/P should be consistent country-wide in providing services 

to TA contractors. 

DOES USAID/P HAVE COST ACCOUNTING SYSTEMS AND PROCEDURES 
AVAILABLE TO ENSURE THAT IT CAN FULLY CHARGE TA CONTRACTORS 
FOR THE SERVICES PROVIDED? 

CSAID/P does not have an adequate cost accounting system to 

ensure that it can fully charge TA contractors for the services 

it provides. A.I.D. Handbook 19 provides that support costs to 

contractors can be charged to projec~s to the extent that such 

costs can be identified and segregated. Although CSAID/P has 

operations in 11 cities in Pakistan. the costs related to each 

location (as cost centers) are not identified and segregated. 
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The Team is concerned with the apparent lack of management 

o versight on the costs associated with TA contractors and the 

operati o n of the ALOs. Khile it does not ap pear to be a 

she ll-g arne, ans"e rs to ou r spec i f ic ques t ions abou t budgets, 

actual expenses, and accountability '''ere generally 

non-specific--eventhough the combined total of logistical 

support funds available was about $33 million. If the ~ission 

is to be responsible for providing logistical support to the TA 

con tractors, then it should be exercising more management 

control over all budgets. 

It would now appear that ~ission managers have no knowledge of 

what the total logistic budget is, is available at any 

gin:-n point of the contracts, or what future needs might be. 

This knowledge seems to be the sole responsibility of Project 

Officers in the ~ission. But the Team was not assured that 

these Officers closely monitor the logistical support budgets. 

""hen asked if they had any concerns about managing/prioritizing 

these budgets, the Team was told "there' s plent~- of money and 

if we need more \·;e just amend the PIO·'. 

The "ast majority of Chiefs of Party interviewed had no idea 

what the logistical budget associated with their contract was, 

how their administrative needs or requests were affecting the 

budget, or for that matter, cared. One Chief stated that "hen 

he asked questions about the logistics budget he was 



-19-

"cut-off". All of the Chiefs of Party assumed that proper 

controls ~ere in place, and, since the services were excellent, 

they ,-ere g lad riot to have t his management burden. 

If CSAID/P is to continue to ha\"e its staff offices pro\"ide 

support to the TA contractors, then those staff offices should 

have more kno~ledge of the total budgets available to them and 

be principal players 

expenditures. 

in the annual prioritization of their 

The lack of cost information makes it impossible to determine 

the actual direct costs for providing services in the locations 

in ~hich CSAID/P operates. In addition, many of the indirect 

cost s incurred b~' t he ~1i ss ion in pro\" id i ng serv ices to TA 

contractors are not being recovered. As a result, significant 

amounts of dollar operating expenses (OE) and the rupee trust 

funds (RTFs) are being used to support program activities. 

If the projects were charged their proper shares for support 

activities, funds would be available for needed Mission support 

activities. Funds thus made available could be used to buy 

needed ADP hardware and software or to pay for any needed 

support staff (e. g. for a dependent spouse to serve as an 

Administrative Assistant working ~ith newcomers and GSO (as has 

been done in ~anila, Cairo, Nairobi, and other large Posts). 

Or in O/FM could eliminate the four person years of overtime 
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currently necessary). It may also enable the ~ission to reduce 

the level of its annual DE and RTF requests. 

For simplicity, the ~ission currently uses standard costs 

developed for Islamabad country ~ide as the basis for charging 

TA contractors for housing maintenance, and as the basis for 

the hourly labor charges for office and vehicle maintenance 

where provided. Any supplies and parts provided for these last 

tKO items are charged on a direct cost basis. The use of 

Islamabad's standard rates may not be appropriate to ensure 

that the actual costs of operating in the other 10 locations 

are recovered, and probably would not be defensible in an 

audit. Rates for each major location should be developed. 

We found that ~SAID/P had very recently completed a financial 

analysis in which the hourly rates for housing maintenance, the 

auto \,orkshop, and shipping services ~ere computed. The 

analysis correctly included both the direct and indirect costs 

related to these activities. However, our analysis showed that 

the salaries and other costs of tKO ~SDH employees used in 

computing the indirect costs may have been inappropriate, and 

that all non-productive time was not considered in computing 

these standard labor charges. 

A.I.D. Handbook 19 requires that personnel engaged primarily in 

agency management and support functions be funded under the OE 
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account, and states that costs from a single commitment should 

not be split between project and OE funds. A percenlage of the 

Executive Officer's and his Deputy's salaries and other costs 

were included in the computation of the standard hourly rates 

discussed above. Since these employees' are primarily engaged 

in agency 

Handbook 

management 

19, their 

and support 

salaries and 

included in this computation. 

functions, 

other costs 

according to 

should not be 

The Team also noted that all non-productive time was not 

considered in computing standard labor charges. ~hile 

allowances were made in the analysis for absences on annual, 

sick, and casual leave, no consideration was gi\-en to the 26 

enited States and Pakistan legal holidays that occur each 

year. By not considering these days in the computation, the 

hourly rate charged to projects is lower than it should be--and 

the RTF ends up subsidizing any deficiency. 

The assessment also showed that USAID/P should recover more 

costs from project funds. In several instances, other than the 

standard rates discussed above, USAID/P only charges projects 

for the direct costs of services provided by the ~ission. The 

amounts not being charged are significant. For example, We 

conservatively estimate that about S717,000 in indirect costs 

are not being recovered by the Mission for operation of the 

Liaison Offices at Peshawar (about 5176,000), Lahore (about 
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(about $206,000), and Quetta (about $180,000), 

S155,000). 

Karachi 

(Because of the lack of cost information, the above 

figures are based on estimated budgets). While time 

limitations did not allow u s to do so, Ke are confident that 

analrsis ~ill sho~ that significant indirect costs (other than 

those presently being recovered) are also not being recovered 

from operations in Islamabad. 

All in-depth analysis of staffing levels needs to be done to 

determine the extent of staff which exists wholly because of 

the level of TA contractor support being provided. CSAID/P 

then needs to install a cost accounting srstem which will 

segregate its support costs by location and provide a '"alid 

basis for charging projects for the support services provided 

to its TA contractors. At the present time, 

payroll costs, there is not an effective, 

other than for 

efficient way to 

identifr costs related to each of the locations in which 

CSAID/P operates. 

RECOMMENDATION NO.5 

The Team recommends that CSAID/P: 

A. Revise its analrsis used to establish standard hourly 

rates for housing maintenance, the auto workshop, and shipping 

services, and remove the costs related to the EXO and Deputy 
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EXO, and to take into consideration the non-produ c ti,"e time 

r elated to official holida ys. 

B. Take the action necessary to establish a cost 

accounting system that can serve as the basis for ensuring that 

services provided to TA contractors are appropriately 

recovered. This could be accomplished by either designing the 

cost accounting system in-house or by seeking assistance from a 

consulting firm to do so. 

IS USAID/P PROPERLY ACCOUNTING FOR HOUSING AND OFFICE 
FURNISHINGS AND EQUIPMENT, AND VEHICLES, PURCHASED WITH 
PROJECT FUNDS? 

Mission records indicate accountability for Sll,~52,211 in 

property and vehicles from all sources (including AID/REP). 

Sormally, project commodities (52 % of the above amount I are in 

the custody of and titled with the host country. This is not 

done in VSAID/P and greatly increases the property control 

~orkload and vulnerability. 

The Team ~as initially very concerned ~ith the Mission's 

practice of co-mingling all furniture and appliances and some 

vehicles. However, Handbook 23 does not preclude this practice 

as long as each item is properly identified as to the funding 

source. ~e found that this was the case--with adequate records 

being maintained centrally in Islamabad. 
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Handbook 23 specifies that the ~ission's Property Disposal 

Officer be a C.S. citizen. Ke found that this is not the 

c.<lse. The Mission should appoint an American citizen as its 

Property Disposal Officer. 

Currently, property 

Islamabad are conducted 

disposals for 

in Islamabad. 

Pesha\·,ar, 

Disposals 

Lahore, and 

for Karachi 

and Quetta are handled by the American Consulate General in 

Karachi. We found that funds received from property sales in 

Karachi were correctly being accounted for and that funds for 

project funded equipment sold ~ere 

that project. Ke did not find 

properly 

this 

being 

to be 

credited 

the case 

to 

in 

Islamabad. Rather, we were told that the proceeds from sales 

in Islamabad, regardless of funding origin, ~ere being 

depos i ted into the RTF. If 

of Handbook 23 and the 

true, this practice is in violation 

ne~ Property Disposal Officer should 

revie~ this procedure and take appropriate corrective action. 

RECOMMENDATION NO.6 

The Team recommends that: 

A. CSAID/P designate an American citizen as its Property 

Disposal Officer. 



-25-

B. The Property Disposal Officer take the action necessary 

to ensure that the proceeds from property disposal actions are 

credited to the proper accounts. 

OTHER MATTERS OF INTEREST TO USAID/P MANAGEMENT 

Support Provided to the AID/REP 

The Team was concerned not only that TA contractors ~ere paying 

their fair share for Mission provided logistical support but 

that the AID/REP ~as doing so as well. At the present time, 

the O/FM and the EXO both provide significant services to the 

AID/REP program ~ithout reimbursement. 

The O/FM estimates that it annually provides the AID/REP the 

equivalent of about four man years (valued at about S~O,OOO). 

Extra staff have not been hired because of this ~orkload, 

rather, it is being handled by existing staff putting in many 

hours of overtime. The services pro,oided are secretarial, 

project accounting, OE accounting, and voucher examining. 

The AID/REP Controller advised the Team that his OE budget does 

not include any positions for support staff other than for one 

project accountant (who works exclusively on AID/REP matters). 

He stated that there was not any plans to hire additional staff 

until the unit moved into Afghanistan. He pointed out that 
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there are some tradeoffs. He said that he sometimes fil l s in 

for the ~ission O/FM staff Khen necessary. 

The EXO estimates that 25 to 30 percent of his entire office's 

effort is spent in support of the AID/REP. That estimate 

appears reasonable. ~e found in Peshawar, for example, that 

the large GSO function there Kas primarily staffed up to take 

care of AID/REP contractors in the area . 

~e considered recommending that the AID/REP set-up an EXO 

function in PeshaKar, be wholly responsible for administrative 

management in that locale and then establish a reverse billing 

mechanism to charge CSAID/P for services. However, given the 

uncerta i llty of the AID/REP's program and timing, we nOK Kould 

recommend that as part of its contribution to the EXO 

operation, that it fund an American PSC position, to be located 

physically in the EXO in Islamabad. This individual would be 

charged with primary responsibility for Peshawar and Quetta, 

under the supervision of the EXO, and would serve full-time as 

liaison with the AID/REP. 

This arrangement would assist in the steady floK of 

communication betKeen the tKO organizations. In the past, for 

example, the EXO was not clearing on all PIOs containing 

logistical requirements. ~e understand that this problem has 

now been corrected. HOKever, the Team is aKare of a recent 
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reqlest to the Pesha~ar ALO for 8 ne~ residences that ~ere 

needed ~ithin a two month period. Given the limited hOllsing 

market in Pesha~ar and the need for the purchase of additional 

f u rnishings, this lead-time is not sufficient. The presence of 

the American PSC in EXO, as liaison ~ith the AID/REP Project 

Officers on a constant basis, should prevent a recurrence of 

this t:v-pe of "tight deadline" request. 

RECOMMEKDATION NO.7 

The Team recommends that as part of its contribution to the EXO 

operation, the AID/REP fund an American PSC position, to be 

located physically in the EXO in Islamabad. This individual 

~ould be charged 

Quetta, under the 

Kith primary responsibility for PeshaKar and 

supervision of the EXO, and Kould serve 

full-time as liaison Kith the AID/REP. 

Operation of Staff Houses 

The Team believes that the operation of the Staff Houses should 

be continued, although their management could be shifted to a 

contractor or Employees' Association. The Team feels the Staff 

Houses are very cost beneficial and they provide limited but 

sanitary meals and some beverages that are not available on the 

local market. It ~as mentioned to the Team that given the 
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local treatment of women, the Staff Houses provided socially 

acceptable meeting places for the ~ission's fema l e employees 

~he n i n the field. 

RECOMMENDATION NO.8 

The Team recommends that CSAID/P consider shifting the 

management of the Staff Houses to a contractor or Employees' 

Association. 

Operation of the Area Liaison Offices (ALOs) 

The Team found that the ALOs all appear to be running smoothly 

with varying degrees of efficiency and requiring differing 

levels of support or supervision from Islamabad. The new 

system of no CSDH serving as Liasion Officers (LOs) has greatly 

increased the workload of the American staff in the EXO. The 

role of the ALOs in Peshawar and Karachi appears to be wholly 

logistical, ~hile the time of the Lahore ALO is split between 

program and administrative issues. 

Based on comments received from various individuals, the Team 

would recommend that as vacancies occur, the LOs be replaced 

~ith FS~s who have program backgrounds and who possess 

exhibited management abilities. The second position in the ALO 

~ould ha\"e full administrative responsibilities. In the ALOs, 
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the Team found some cases of American contractors pushing FSXs 

in a "us-you" manner requiring escalation to the CSDH staff in 

Islamabad. But these inc idents are surprisingly rare and this 

type of attitude receives no support from the Mission. ~e did 

not recehoe any indication that these kinds of incidents ha\Oe 

increased since the American LO positions ~ere abolished. 

RECOMMENDATION NO.9 

The Team recommends that as vacancies occur, that the LOs be 

replaced Kith FSNs ~ho are program oriented and Kho possess 

exhibited management abilities. 

report to the EXO. 

The LOs should continue to 

Customs and Shipping Services 

A revieK Kas made of the bilateral agreement betKeen the 

Go\-ernments of the Cnited States and Pakistan (GOP) to 

determine if it might preclude or restrict TA contractors' 

administrati\"e support or their abilit~ to do the job 

themselves. ~e found that there are no restrictions and that 

TA contractors enjoy all the same benefits as USDHs. One might 

therefore argue that the large warehousing, receiving operation 

in Karachi is unnecessary and that TA contractors, Korking Kith 

their host country agencies or counterparts should be 

in the clearing of project commodities. 
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given the antedotal information recei'-ed regarding 

port personnel ttlrnover and GOP inefficiencies and lack of 

resources, the Team does not believe it ~ould be cost 

beneficial or in an y ~a y c ontribute to project success if the 

operations in Karachi ~ere turned over to TA contractors. At 

this time, those operations are necessary and certainly cost 

effective--the current rent charged by the GOP for the 

office/~arehouse compound is only five (5) rupees per annum. 

RECOMMENDATION NO. 10 

The Team recommends that the current customs and shipping 

operations handled by the Karachi ALO be continued. 

Need for Briefing Booklets for TA Contractors 

The Team found a general lack of interest by TA contractors in 

A.I.D.'s rules, regulations, and procedures. Some ~SDHs even 

question if the contractors have read their own contracts. The 

Team heard that some of this lack of interest stems from the 

contractors' feelings that such factors ,. onl y t ie-them-down" . 

But some of this attitude may have been fostered by a lack of 

communication and information from A.I.D. EXO is now meeting 

~ith each new Chief of Party upon arrival, but then 

communication seems to be limited to the Project Officers and 

Chi e f s 0 f Par t ~- . 
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It ~ould seem that every arriving TA contractor should receive 

information and guidance from the ~ission on its practices and 

regulations covering all EXO/GSO affecting 

contractors--from housing to proper procurement procedures. 

The Team chanced upon a handbook for contractors, entitled 

"Assignment to Pakistan", produced in 1983. l-SAID/Egypt has 

prepared a similar briefing book, a copy of which is attached. 

The Team believes the 1983 handbook should be reissued, and 

that the work in preparing a more complete and updated briefing 

book could easily be done by a dependent spouse hired under 

contract. 

RECOMMENDATION NO. 11 

The Team recommends that the ~ission prepare a briefing book 

for TA contractors which contains information and guidance on 

the ~ission's practices and regulations covering all EXO/GSO 

acti\-ites affecting contractors from housing to proper 

procurement procedures. 

Provision of Travel Services 

Presently, ~SAID/P's travel serv ices are handled by its own 

travel office and by representatives of various airlines which 

have offices located on the ~ission premises. Some TA 

contractors utilize the ~ission's travel office--others do 
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not . The Team was told that the provision of travel services 

in this ~ission (both for ~ission and TA contractor personnel) 

c reates an e~tensive amount of labor and paper~ork, especiall y 

for the O/PI. This workload is largely due to the nlmber of 

individual im"oices that the O/FM has to process each month 

related to travel. 

It would appear the O/F~'s ~orkload could be greatly reduced if 

it only 

all travel 

had to process one or two invoices each month covering 

services. A reduction in the number of in\"oices 

that have to be processed monthly could be achieved by entering 

illto a contractual arrangement h"ith an outside firm, such as 

the American Express Company, to handle travel services for the 

~ission and its TA contractors. 

successful in many other ~issions. 

RECOMMENDATION NO. 12 

Such arrangements have been 

The Team recommends that the Mission consider using a 

contractural arrangement with a firm such as the American 

Express Company (used in ~anila) for providing travel services 

to both the ~ission and TA contractors. 
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Operation of the Mission Cafeteria 

~hil e not entirely within the scope of work, and in the limited 

time ava i lable, the Team looked at administative ser\"ices 

provided to CSDH as well as TA contractors to determine if any 

v;ere unnecessary, contrary to Handbook pro\"isions, 

costly to justify their continuance. 

or too 

The only service that the Team recommends that the ~ission 

revie~ is that of the cafeteria. ~e believe the operation of a 

cafeteria to be necessary and justified but are told it is 

"hea\"il~' subsidized". If this subsidy is in the form of space, 

utilities, and equipment then it is permitted under the 

Handbooks. But, if the subsidy extends to salaries and actual 

food and supplies, alternatives to the present operation should 

be studied. 

If salaries and supplies are handled by CSAID/P, additional 

management and paperwork burdens are unnecessarily being borne 

b~" EXO and o/nJ. The cafeteria should be managed by an outside 

firm secured through competitive procurement or by an 

Employees' Association. ~e understand that some thought has 

been given to establishing a FSX employees' credit union. If 

established, this credit union could manage the cafeteria and 

look to its operations as a means of generating funds for the 

common good. 
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RECOMMENDATION NO. 13 

The Team recommends that the ~ission revie~ the operation of 

the cafeteria to determine the extent to ~hich it is being 

subsidized. 

A. If this subsidy extends to salaries and actual food and 

supplies, 

studied. 

alternatives to the present operation should be 

B. If salaries and supplies are being handled b~ (SAID/P, 

the operation of the cafeteria should be turned over to an 

outside firm secured through competitive procurement or to an 

EmploFees' Association such as a credit union. 

Need for Clearer Definition of the Respective Roles of 

USAID Offices 

During interviews with several ~ission CSDH employees, concern 

~as raised over the question of ~hether EXO or CC 

responsible for procurement and C.S. and FS~ PSC contracting. 

To research this issue, the Team read three related ~ission 

Orders: ( 1 ) "Contract Procurement and Administration 

Process--Roles of VSAID ~ission Offices; ( 2 ) "Procurement by 

Purchase Order"; 

and Periodicals". 

and (3) "Procurement of Books, Publications 

Being professional bureaucrats we found them 
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\-ery readable but noticed the number of "generall~-s" and 

that are conta i ned in each and ~hich are probably 

the cause of the current conf usion amoung lSDH emplo~ees. 

The Team has no specific recommendation on this issue but 

~anted Mission management to be a~are of its existence. Since 

it ~as raised by more than one indi\"idual, the ~ission ma~ ~ish 

to clarif~ the responsibilities of EXO and CC in a simplified 

and re\" i sed ~fi ss i on Order on "Contract Procurement and 

Administration Process--Roles of [SAID ~ission Offices" (last 

issued in 1986). 


