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Executive Swmmary

INTRODUCTION

In 1980, AID's Inapecton Genenal audited various aspects of development
effornts. in the Sahel., The: findings on financial and accounting controls for
Local currency expenditunes were considened senious enough by AFR/SWA Zo
warrant remedial action. The more senious deflelencies cited were the lach
o4 adequate {inancial controls, the possible misuse of millions of dollars
<n focal ewwmrency and the {nabllity on the papt of the Saheldian {nstiiutions
and projects o meet AID's financial reporting nequinements. *

In Mareh 1987, a financial management improvement team was sent 2o the
Sahel Zo study the causes {on the Lack of financial accountabilily, and Zo
devise strategies 4o improve management in those institutions. The Leam

. desdgned an accounting system that would either replace those consdidened

inadequate on be modified to improve existing ones. The model system was
presented to USAIDS and hosit country institutions and, where neczssany,
changes were made. - .

Models for a training strategy wene afso developed fon inszallation
04 The new accounting sysiem Lo deal with the problems of financial inte-
gration and 2o address ihe {ssues of decision-making and organizational
development.

Scope

Inspecton -General reponts #81-35 and #871-52 contained recommendations con-
cerning sevenal problam aneas. Those addressed by the feam included: 1, 2o
hold discussions with the Club du Sahel and the Permanent Interstate Committee
gon Drought Contnol in the Sahel, hnown by its French acromym CILSS, nreganding
the development of a financial training program; 7. X0 esiablish an accounting
system in those instilutions; 3. 2zo ensure that sufflcient finaneial personnel
are avallable for desdigning and monifoning AlD-financed profects; 4. 2o discuss
with Sahelian governnment officials he adequacy of their own goveumment's
financial management systems; and 5. Lo develop {inancial training proghams
0. dmprove exidting sysiems. :

In addition o the CILSS and the Club du Sahel, the tLeam interviewed
personned. of the Sahel Instiiute (INSAH), The USAID Mssions in Dakar, Upper
Volta and Mali and the Voltaic and Malian institutions, OFNACER and OPAM,
which handle the sales, and. account for Local auwwrency proceeds of P.L. 480
commodities. The reconds and §iles of selected bilateral projects were
reviewed with host country accountants and project managers. The team also
met with several Sahelian training instiiutions and with recognized U.S,
accounting 4ims Located. in Abddjan with a view Zowand their possible
participation {n a Sahel-wide management improvement effort.
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Summary o4 Findings and Recommendaiions

Sanelian Missdions have become increas.ingly concerned about problems of
project implementation and have hequested audit assistance as a means
of improving performance (p. 14},

USAIDS /Mali and Upper Volta have already taken some sieps to alleviate
the problems of accountability, but senious deficlencies remain in some
bilateral and regional projects {p. 6).

While USAID projects {in the Sahel have ghown in dize, numbern and
complexity, Little atiention has been given 2o improving management
eapabilities. Problems arlsding. from a Lack of planning in earlier
periods have now Beeome enitieal (p. 9).

The nole of the accountant in most Sahelian institutions is that of

. @ bookkeepen with Limited authonity on financial contrnol overn an

Anstitution’s resounces. Tuwwmover {8 high, and thete L8 Litile
incentive to improve fob performance (p. 10].

Although AID may noZ be a majon donorn zo some Sahelian onganizations
or phrojects, its demands for accountability are ofien more sitrningent
Zhan those who are. 0Othen donons place Less emphasis on institution

. buillding. by managing their own financial. systems (p. 11).

A previous attempz to {nsiall a USAID-desdigned accounting system az
the CILSS was unsuccessful., A sdmplified fund accounting system based
on budgets, encumbrances and expenditires appears adequate fon the CILSS

.and otnen Sahelian institutions and projects {p. 12].
‘I}ngfr.qumg the performance of A.1.D. profect and f{inancial officens Lis

eitical Lo dmproving fdinancial management., The managerial nole of Zhe
Project Offdlcen Ls ambiguous, and Both Project and Financial (0fficerns
often have Liltle implLementation experience {p. 26).

The essentiads for improving {inancial management of all USAID projects
ane: 1. the installation of a basic, simple {inancial system; 2. the
stnengthening of inteanal coninofs 1o prevent misuse of donon resounces;
3. Zhe Training of staff to. use these sysitems (pp. 29 to 356},

Financiad management {mprovement may be atiained at three Levels: through
accountabllilty fon AID funds; financial integraiion o4 the development
budget of hosZ country organizations; or.a comprehensive management system.
The Level of improvement fo be achieved depends upon the {nteresis of the
USAIDS and hosZ. countrny institutions. The achievement of the highest
Level requines technical assistance (p. 227,

Some host country and regional institutions requine the development and
use. of comprehensive management systems which will provdide an opportunity
Lo forecast and measure financial and development perfornmance in addition
to. necording Lransactions and establishing internal contrnols (p. 38).
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Al Backsround

Recent audit reports of the Sahel Development FProgram have
raised serious c¢oncerns regarding its viabilicy and effec-
tiveness. 1/ A mumber of key ssues have been identified
bighlighring limits of absorptive capacity for development
assistance in the region, inabilicy of host govermments to
finance recurrent costs and inadequate financizl controls

and management, The wvalldity of these concerns is supported
by the comclusions of other general zudits on Implementation
of A.I.D. projects 2/ and g%;thg obgservations in audit reports
on specific projects. 3/ findings of these aundits present
a great threat to the survival of A.I.D.'s contribution to

the long-term develcpment of the Sahel. Spécific steps must
be taken immediatzly to address the primary concerns or the
total program will smffex.

Sericus deficiencies in the accounting for funds in both bilateral
and regional iInstitutional support preojects are among the most
eritical isswes raised. Audit Rapert 81-335 states that the
Ingpector General's review of 9 projects in the Sahel “indicated
geriocus problems in regard to local curzency expenditures” and

en the basis of 13 projects the Inspector Gemeral concluded ‘that
finanecial controls of the fdentifiazble $41.7 million expended in
local currency as of December 31, 1979 were totally inadequate and
that "millions of dollars in local currencies are possibly

being misused." Another audit of the Sazhel Regional Aid
Coordination Project, 625-091l1, specifically criticized the

CILSS and the Sahel Institute for having inadequate comtzol

over expendituress and for lzcking the czpacity to meer A.L.D.'s
financizl reporting requirements. Dishursements from FY 76-79
were made on the basis of incomplete financiazl data. CILSS'

grant funds were cut 30% in FY 80 and releazses of monies have

not been made in FY 81 for funds obligatad in FY 80. These
illustrations are typical of financial control and management
‘problems which have been identified by audits and mission
observations on other projects. i

The need to improve financial management ig most pervasive
among the concerns and recommendations arising from the
audits. Ultimately, however, financial management solutions
must address not only the specific issues of accountability
but also the issues of performance and meeting the program
and project. objectives. The challenge facing the Sahel
program is to resolve both financizl and general management
problems. The problems identified are sericus, but they ars
not. unigque. These management issues confront not only A.L.D.
in the Sahel; they typify problems of implementation through-
out the Agency.

L/ Improvements must be made In the Sghel Regicnal Develcpment Program, Audit Repert
No. 81-32, and Problems in Host Comtry Accomting for Usilizaricn of AID Funds in
the Sakel, Audit Report No. 81-35.

2/ AID slow in dealing with Project Plamning and Ioplememtatien Problems. Andit

3/

No, ID 80-33,
Froblaxs in Impleamenring ATD's Livestock Sector Projects' Activitdes in Mali
Audit No. 80-67,



The Financial Mznagement Improvement Team's Objective, Scope
and Activities ’

In response to the problems identified in the latest reports,
the Director of AFR/SWA undertook several initiatives to find
ways for improving fimancial management within the Sakel program.
In recognition that such an effort must be carried ocut in -
cooperation with other sectioms of the Agency, especially the
Qffice .of Finaneial Management, he appointed a Financial
Management Improvement Team to identify and develop ways.to
improve financial management in Sahelian institutions.

The team was first convened in January. Its initizl step was to
clarify the objectives and scope of the assigmment. The team's
primary objective was to develop a strategy for improving finan-
¢ial management capability in Sahelian institutions in order to
ensure maximum utilization of U.S. and other rescuxces for the
implementation of development projects and programs. The strategy
was to address financial management capabilities in three typical
situations:

- Sahelian interstate organizatioms, such as the CILSS
~ and the Sghel Institute (INSAH);

- Organizations managing local currency funds generated
by P.L. 480 sales, such as OFNACER in Upper Volta and

CPAM 1n Mali.

- Bost country government organizations responsible for
the coordination and implementation of bilateral
projects.

The teazm undertook the assignment on the premise that account-
ing 1s only one aspect of responsible financial management,

and that all financizl management functions are related tc
other management functions., as exemplified by the relationship
of budgeting to planning, or accounting to monitoring.
Innovation and change in one aspect of the organization, such
as improved financial management, affects other aspects because
of the interaction between various organizational functions

and behaviors. Therefore, it was determined that the strategy
for improving financial management should include the training
of accounting personnel only as one part of 2 more comprehen-
sive strategy aimed at eFfectively revising accounting and .
financial management. procedures, practices and systems in the
client institutionas.



The team studied problems and past Implementation experiences
tc identify altermative approaches and solutions. TFor example,
the failure of zn attempt to install a USAID-designed financial
accounting system at the CILSS was thoroughly reviewed with
those who had worked om the system and their observations were
incorporated. Based on such practical examples, along

with team members' own fisld experiencsas, it became

clear that a successful strategy must Include two basic
components;

- tecbnical content, i.e., specific designs for accoumting
and rinancial management systems .Including documentation,
-document flows and comtrols; and

- training processaes, i.e., the steps, training and rela-
tlionships to be undertaken by relevant organizations
for the effective inatallation and implementation of
the systems.

As future finding was already threatened for the CILSS and
several bilateral projects, the team developed an operational
plan in response to the urgency of the problems, This
provided an opportunity for testing the acceptability of
proposed strategies and promoting the first steps of a quick
response -to demands for improved financial management in
specific project situations. The team's plan invelwed the
following basic steps:

1. to develop models and designs of accoumting systeﬁs
and training strategies to solve basic problems;.

2. to conduct Institutional reconnalssance to test the
acceptability of these solutions on specific projects;

3. to finalize the strategy in a report which would
include the framework for acceptable and appro-
priate accounting systems, the outlines for
training strategies, and a set of action-steps
to move towards implementation;:

4, to begin installation in several test areas, monitor
and adapt the strategy based on experience; and

5. to develop further plans for expanding the effort
through cooperating and supperting institutions.



This approach provided a strategy which, after receiving
preliminary field testing, could Be quickly applied and
adapted, and would ensure that funds would be kept
flowing while financial management capabilities were
bDeing developed.

The primary tool for improving financial management is

the installation of adegquate accounting systems. The .
training strategy is oxiented toward the persons

on the job in the organization to help them install

the systems to solve problems of accountability.

Specific job assigmments, relationships and skills

required for implementing the system will be improved

and will result in better performance of basic fimancial
management functions,

As a tesult of the preliminary study and previous field
experiences, model solutions were developed which could
be tested for acceptabilicy in the field. A basie
accounting/financial control system was designed to
meet the needs of the Sahelian institutions. Am actiom-
training strategy® aimed at creating capabilities to
implement and reinforce the institutionalization of the
basic accounting and finmancial control system was
developed. .

*An action;training strategy is one In which new skills and concepts -
are learned and immediately applied to actual work situatioms.



Overview of the Institutional Reconnaissance

The institutional recommaissance provided an opportumity to test
the relevance and acceptability of the model solutions. Ome of
the key assumptions was that the climace of acceptance must exist
both in USAIDs and in hest institutions for.the strategy to
succeed. This experience played a critical role in designing

the plan of action because of two basic assumptions acceptad

by the team. First, to assure achievement of improved

financial management, the methods employed must be appropriate

to the needs and charactaeristics of the recipient institutious
and their immediate enviromment. Therefore, a2 detailed action
plan should be designed only after close investigation of the
oxganization's needs and circumstances and the needs and
expectations of the clisnt donor/agencies. Secondly, to

assure the Institutionalization of revised. financial management
practices and proceduress, the trzining methodologies mmust be
degigned to £it the organizatiocnal and cultural context. Therefore,
appropriate use should be made of organizational data during
design of the training.

Besides providing the team with an copportumity to test the
proposed solutions, the f£ield visits also permitted observa-
tion of actual problems and comstraints which had been
documented In the audits and other reports. The team tried to
learn as much as possible from the experiences, perceptions
and expectations of USAIDs and khost inscitutions in introducing
the proposed accounting system and training strategies.
Although limited f£field time restrictad the team's observations
and testing of the acecounting system and training stratagies,
there was sufficlent opportunity to judge the conditicms and
tize aceeptabilicy of the design in selected situations.

-~

Three basic sets of questions were formulated:

- a set of technilcal questions about the adequacy and
approprlateness of the accounting system and the
capacity of perscnnel to use the gystem;

- a2 set of questions about the receptivicy, support
and encouragement for the training and ionovations
required to install the systems successfully; and

- a set of questions about the activities presently
being undertaksn In the £ield to resolve the
problems of financial management and capabilitiles
for carrying out these actioms.
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The team planned to test the acceptability of the proposed
solutions both in A.I.D. and host institutions in Upper
Volta and Mali through a process of contacting all relevant
levels of the organizations that would be affected by the
systems and training. A process was designed to establish a
collaborative mode for developing, adapting znd installing the
training and accounting systems requiring multiple meetings
with key persong. The process begins with introductory
discussions where courses of action and objectives are
discussed. This is followed by an intensive study of the
present systems and procedures which will be .modified,
Tentative solutions are presgentad to the organization for
discussion, examination and modification as appropriata.
Finally, there is a discussion of the next steps and
responsibilities for involvement of the organization. This
process proved to be effactive for introducing the changes
and inducing understanding and acceptance at zall levels,

The team’'s conclusion is that there is a commitment to
improved financial management in USAIDs and specific host
institutions which will support the proposed strategy. In
gome instances, the commitment aznd felt needs were quita
high and the possibilities of success were evident from the
brief interventions during the field visits. Limited
actions by the USAIDs towzard the improvement of financial
management have already begun znd the team's proposed
strategy can provide the tachnical and training guidance.

To carry out the instictutional reconnaissance in Mali and
Upper Volta, the team was expanded from three to f£ive
members. It was divided into two groups, one worked

with the interstate and PL 480 organizations and the

other with bilaterzl projects. In addition, there were
discussions with other donor agencies and with several
training, educational and accounting institutions. The
groundwork by the Missions and previous planning by the
team made it possible to test the proposad solutions with
the interstate and PL 480 organizations. In general, the
team felt that the institutional reconnaissance did provide
adequate informaticn as a basis for finalizing proposad
designs. Final meetings with USAIDs and host institutions
indicated active encouragement and support for this effort.



The follewing is a brief overview of the trip and the primary
institutions visited.*

i. Paris - OECD/Club du Sahel

The objective of wvisiting the OECD/Club du Sahel was
to review their accounting and financial management
systems which had been found acceptable by A.I.D,
auditors, to discuss perceptions of the problems with
the officials of the Club du Sahel, and. to gain their
understanding and support for the proposed A.I.D.
initiative in thils area.

2. Dakar - [JSAID Mission

The objective in Dakar was to observe the training of
the foreign national sgtaff in the Contxroller's office.

A training session was observed and discussions were
held regarding the accounting practices on one regional
and one bilateral project. Replicability of similar
actions for other Missions and for host country institu-
tions was discussed with the Controller.

3. Quagadougou - USAID Mission, regiomal institutions; host
country organizations, and other donors

The team conducted an in-depth examination of the relevance
and acceptabllity of its proposals in regional institutions
(the CILSS), PL 480 organizations (OFNACER) and bilateral
projects (Operation Haute Vallee, E. ORD Rurzl Roads, and
Training of Women. in the Sahel). Discussions were also
Beld with other donors (CIDA, UNDP, the World Bank,

and the Cooperation Suilsse) concerning observations and
approaches to financial management of development resources.
Several training and educatieonal institutions were visited
to explore their capabilities for financial management

and accounting training in country.

4. Bamako - USAID Missgicn, regional institutions, and host
country organlizations

Bamako provided an opportunity to further examine the
appropriateness and acceptabhility of the proposed designs
and to observe how they could be modified to fit different
national settings. The systems were introduced to a
regional institution (INSAH) and the PL 480 organization
(OPAM). Existing accounting systems in selected bilateral
projects (Mall Livestock, Riz-Sorgho and Operatiom Mils)
were reviewed.

*A complete listing of organizations and officials visited is contained
in Appendix E.
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' country personnel believed that A.I,D. was more demanding

OBservations on Realitieg and Constraihts for Improving
Financial Management

Although only a limited time was spent with host country .
institution officials, It is clear that their perceptions
of problems differed from those held by AID staff. Host

in its regulations than other donors, and that the insti-
tutions' staff needed training in A.I.D. practices and
regulations regarding project development and aceounting

toe meet A.L.D. regquirements. They also stressed that some
of the problems of management stem from the lack of

timely and precise translations of preject documentation.

In general, these officials agreed that proper documentation
supported by vouchers and otlier evidence of payment

receipts was seriously lacking and should be improved.

USAID management saw the problems centering arcund a lack of
emphasis on project implementation, inadequate host country
accounting systems and persomnnel, and inexperienced

A.IL.D. project officers. The latter were said to be well
qualified with technical expertise, but wera placed in

positions of substantive management with only minimal management
training. Similarly, the host countyy project managers were
viewed as technical experts placed in senior management positiens
with little, if any, management experience or training.

In general, mission controllers regarded the sudit reports as
overly critical and wmrealistic and felt that their offices
had already tzken steps to rectify some of the weaknesses
identified. They highlighted shortage of qualified host
country accounting staff as one of the primary reasons for
financial management pxzoblems. They also £elt that their own
staffs needed training. Emphasis on obligation of fumds
rather than project implementation was commonly accepted as
contributing to problems. The Controllezs observed that
project officers needed more general and financial management
training prior to assuming managerial responsibilities. In
general, it was felt that project-related, on-site training
could benefit host country personnel as well as USAID staff,

Some project officers believed that financizl management was
not thair responsibility. They viewed themselves as respon-
sible for technical and daily monitoring of project activities,
To them, financial contreol was the responsibility of the -
Controller's Office and they felt that, where necessary,

A.TI.D. should provide additional personmel for such matters.
Project Officers alsc stated that Controllexrs were inconsistent
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on reporting regquirements, For example, the lack of
quarterly pipeline reports was regarded by some project
cificers as the loss of an important management tool.
Project officers generally acimowledged their lack of
elementary accoumting and financial management experience
and some felt inadequate even for genmeral management
responsgibilities.

Despite differences in the perceptions of the problems,
symptoms and causes, certain general cbservations can be

made which are relevant to the stratagy proposed in this
report. The following section summarizes the team's
chservations of the problems of financial accountability
encountersd in the Sahel, identifisg key constraints which
affect the proposed effort for Improving financial management,
and suggests z range of recommendations which can be wmder-
taken to add suppert to a strategy for improvements.

a.. The Development of the A.I.D. Program in the Sahel

The historical development of the A.I.D. progran in the
Sabel contributed to the present financizl managerent
problems. The program was laitially develeped in

response to the drought disaster. Lavrge grants, given

under the Forelgn Assistance Act of 1974 as part cf the
International relief effort were primarily in goneds and
gervices znd were handled by A.I.D.'s centzzl or zagional
facilities. The shift from relief and rehabilitation
activities to development programs came toe gquickly and some
projects were undertaken without adequate experisnce oz
analysis. During the initial years of the Sahel

Development Program, there was a strong emphasis to

obligate funds. This forced implementatiom issues, such

as the management and accountability of fimds, to become
secondary consideraticns. The size, number and complexity
of projects have grown without appropriate amalysis and
strengthening ¢f USAIDg and/or host institution management
capabilities., USAIDs have been established relatively
recently in the Sahel and local staffs are still being
developed. Recent Mission growth and difficulties of
staffing have led te dependence om USAID staff who are
relatively inexperienced in terms of both Agency and
managerial experlence., In additionm, host institutions are
over-burdened and many projecrts are not integratad into
Ministry functions. Some key problems now emerging stem
frem a2 lack of planning, discipline and misunderstandings in
egrlier periods which e now become critical, Steps can he
undertaken in the future to minimize er avoid such problems.

- e ———— - "
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Recommendation 1: A standardized pre~qualification
and design guestionnaire should be developed to

aid in the assessment and design of financizl
management components for projects. This question- *
naire should be used for new and on~going projects,
those with at least two more years until project
completion date. (See Appendix G) -

Recommendation 2: Specific criteria for the certifi-
cation or financial systems for host country inscitu-
tions and projects should be developed and utilized
by USAID controllers as part of g total program to
tighten financial comtrols.

Recommendation 3: There should be 2 more effective
use of existing A,L.D. instruments, such as Zroject
Agreements (PROAGS), Project Implementation Letters
(FILS), and Conditions Precedent (CPs) to ensure

"installatlion of adegquate accounting and financial
management systems and zdherence to project
objectives.

Financial Management and the Role of Accountants

Some problems of accountability may be resolved through
the training and upgrading of accountants. Attention
must be given to the broader organizational context in
which the accountant performs., In many Sahelian
ingtitutions, an accountant is seen as a bookkeeper who
primarily takes oxders and is expected to carry these
out without question. The accountant does not have the
authority to establish even a minimm of financial
control or to assume responsibility for accountability.
There are few professionally trained accountants to meet
national demands and the level of pay is often low.
There are high levels of turnover among accounting
persomnel, and few incentives for changing the conditions
in which the accountant performs. Often, host country
institution managers do not understand the contribution
financial personnel make- to overall management.
Financial data is not prepawred, analyzed and used in
decision-making. Consequently, f£inancial management is
inadequate and financial information does not play an
important role in the problem-solving process. Although
financial management can be Improved by the technical
training of accountants, of even greater importance -
is improving the organizational context in which they
functionm. '
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Recommendation 4: Existing regional manpower
development programs should be used to provide
educational opportunities in accounting and
financial management.

Recommendation 5: Ragiomal and host country
institutions such zs the Pan African Institute
for Development (PAID) should develop
specialized short courses or longer programs
in accounting and financial management,

Short  programs should be promoted to provide
wider coverage and give broader capacity for
Sahelian finanecial, technical and management
personnel., Existing programs in the French
language should be explored and technical
asgistance given for curriculum and courssa
development for different aspects of finmameial
management with emphasis on accounting.

Recommendation 6: Persons receiving training under
participant training programs often move quickly
into managerial positions.. Management training
should be 2 required component, e.g. three hours

of basic accounting and three hours of generasl
management for all participants and the specifi-
cations for such programs should be carefully
developed and oriented towards management skills.

Donier Practices Regavrding Accountabilitcy

A.L.D. assistance is frequently handled differently from
that of other donors. Most donors tend to be less
dependent upon indigenecus systems for financial control
and accountability. Much development assistancs is in
the form of goods and services handled by the domors
themselves. Where there are large ambunts of local
currency expenditures, expatriate financial management
personnel ars often assigned. Insignificant menies

in the form of subsidies or grants require little
documentation. Where lccal persomnel are used, their
salaries are often. supplemented but this practice is
lessening due to pressure by host govermments to presarve
the integrity of their salary systems. 1In general A.I.D.
was more concerned over the accountability issue than
other donors, but there was general agreement on the need
for efforts to improve financial management.

Recommendation 7: Projects with high levels of fund-
ing should have administrative support and management
development components designed to improve institu-
tional capabilities., The need for such components
should be identified early in the design stage.
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Recommendaticn 8: The Controller's 0ffice should
Become more actively involved in project identifi-
cation, project design, assessment and evaluation.

Racommendation 9: The education of host inscitution
ofriclais om A.L.D. regulations should be addressed
through discussions, seminars and workshops defining
common approaches to neeting A.I1.D. requirements.

d. Appropriate Accounting Systems
L ]

Difficulties have been encountered by audit teams verify-
ing and certifying scme expenditures even when documentation
exists. This can be partly corrected by using the bBudget
categoriss specified in project sgreements. A commercial
type double-entry accounting system is unnecessary £or non-
profit organizacions. -‘Pud accounting is adequate and is
similar to existing practices, and does not require the
maiftenance that a deuble-entry system demands. Fund
accounting, similar to that used by govermment and public
organizzations in the U.S. and Europe permits adequate
levels of control. The team foumd that there was a high
degree of acceptability for the proposed core accounting
system and that the minimal changes recommended, such as
recording encumbrances by line items, were readily
understood. and accepted as useful to the host imstitution
as well as the donor. Systems developed by other donors

on spacific projects, such as that of the Germans with the
PL 430 organizations, can also be used to revise other less -
effective systems. A fund accounting system based on
Budget encumbrances and expenditures seems adequats for
most situations and can be modified to meet specific needs,
such as those of organizations manmaging PL 480 funds.

To suppert an aceocunting system, 2 minimum amount of
supplies are required and these are often missing or
inadequate in Sahelian insgtitutioms.

Racommendation 10: Where possible, existing systems
snculd be used and certified in accounting for
A.I1.D. funds. Where it i3 necassary to install a
ravised acecounting system, there should be careful
analysiz to maintain cengruence to the maximum
extent possible with the present system.
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Recommendation ll: Assessment of financial manage-
ment capabilities should identify the support
requirements for adequate accounting and, where
there iz a lack of basic office equipment

and supplies, funding should be provided to ensure
continued operation of the systenm.

Recommendation 12: Accounting systems should
1soLate the receipts and expenditures of funds
By donor.

Special Circumstances on Some Bilateral Projects

It will be necessary to adapt the accounting system and
training to the special circumstances of each country
and institution even though a general strategy is deemed
to be appropriate in this report. These special circum-
stances Include the non-acceptance of purchase orders
and check payments by vendors, inadegquate office supplies
and isolated locations of project offices posing travel
and commmication difficulties. In small projects with
few persomnel, the separation of functions for adequate
internal control is limited. In many small projects,
the amount of time and cost for USAIDs to check and
recelve documentation may be incrdinats when relatively
small amounts of money are involved. There can be more
attention pald to appropriate use of an accounting
system and more reliance on Project Officers monitoring
of project performance.

Recommendation 13: The strategy for improving
financial management should be chosen by the
mission so that it can be adapted to the special
needs of small or dispersed projects. Missions
should have the authority to determine the levels

of financial accountability and management desirable
for specific projects.

Recommendation l4: Consideration should be given
to establishing a project accounting station for
USATDs or countries where azccounting capability
cannot be developed in the host institutions.



- 14 -

£. Previous Financial Management Improvement Activities

The concerns of inadequate financial management on
projects are not new. Implementation problems are
Becoming serious, and as a result Missions have

already begun to takes some steps to correct some of

the identified problems., The awareness of the

problems has increased due to project reports, financial
audits, restriction of funds and the obvious evidence
of concern and Interest of AID/W in sound, financial .
management and Implementation of programs. Missions
have, - in fact, reguested further zudits to detexmlne
the nature of “the problems as a step to improving
pexrformance.

In Mali, seversl reports have stressed the need for
:mercved management, systems development and training.
The report of the Denver Research Institute 4/ and
the Rousch report 5/ provide an excellent overview

- of management problems and suggest definite
approaches toward solutions. In generzl, the teaam
found that their conclusions and recommendations are
supported by the findings . of these reports. For

- example, the problems identified include the lack of
accounting skills, the need for improved financial
accountability and general -management, the need for
training of both Mission and host Institutien
persomnel, and the need for review and imnrovqnent

- of existing management procedures and systems.
Beyond these studies, which have not yet led to actiom,
the Controller's Office instituted procedures and

. questionnaires to review the accounting and comtrol
gystems for bilateral projects. The review was
incomplete and the approaches were not standardized,
In one instance, financial reports were paxt of
managenment documentation, but these were judged
dysfunctional and were discontinued. Yet financizl
reports are a critical tool for Mission management.
It would be waluable to share experiences and infor-
mation among Missions on a2 coordinated basis to
devise and standardize effective approaches for dealing
with financial management both in Missions and with
host country institutions. Thus, although there is a
relatively high awareness ¢f the need for and commitment
to improved financial management, there is a2 need to
develop ways in which the awareness and commitment can
be turned into action.

4/ AlD contract with Denver Research Institute, University of Demver.
5/ Development is a Joint Effert, &Lmnxﬁncm.pqxnrcn Improving the Effectiveness
of USATD-Funded Technical Assistance to Mali - by James Rousch, Consultant.

e T aamn ——— - o srane ma -
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Recommendation 15: Periodic workshops and confer-
ences soould De held on a regional basis to promota

_development of usaful and standardized financial

management instruments. For example, Controllers
might develop pipeline reporting IZormats and procedures
for measuring project implementationm.
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Organizational Structures of Host. Country Institutions

The financial management Improvement strategy proposed by this
team is Based upon the installation of an adequate and appro- .
priate accounting system in host country organizations.
Successful installation requires an understanding of the
organizational comntext, structures and behaviors that must
be modified to accept and use the accounting system.

In many Sahelian institutions, there are two sections which
although separate and distinct, are functiocnally integrated
and share the basic responsibility for financial management.
One of these, the Direction Administrative et FTinanciere

(DAF) ig the center of fimancial control. It has the
responsibility for contrelling encumhrances against the
budget, and performs financlal advisory functions for top
management., The other section, the Agence Comptable (AC) is
primarily responsible for the day-to-day execution of the
budget, accounting and racording funcrions and reporting
functions. Finally, as seen in Figure 1, there are fumctional
divisions or project teams which are responsible for undertaking
commitments and expenditures in performing their activities.

In preparing a comprehensive strategy to deal with the

problems of financial management, all three areas, the

DAF, the AC and functional or project services, must be affected.
This strategy should be oriented toward meeting the organiza-
tional performance needs of all persons involved in accounting
systems and financial management.
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Organization Structure

FUNCTIONAL MANAGERS
(e.g. Project or
Servicas)

> vacimical gtaff

WSUDDOTt staff

DIRECTOR
DAY ACCOQUNTS
pbudget officer - aCooumtant
= paupplies officers Lhockieener/clark
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Although it was found that host country institutions generally
follow the organizational structures ocutlined above, this
was not the case for all projects. In some instances, the
dividing lines between the functions are not distinct especially
in cases of small projects, distant locations and limited
staff, While organizational arrangements may differ and
conformity to 2 model is of no particular significance, it is
essential that the key functions are identified and discharged
successfully. The most important issue for -the successful -
improvement of financial management is not to whom specific
regponsibilities are assigned, but whether these functiens
%rehgerformed in a2 timely, effective, accurate and auditable
ashion.

The team's proposed finaneial management training will be
oriented toward improving the performance of the person

on the job, so that the financial management system can be
installed and effectively implemented. Therefore, it is
important that specific functions, assigmments, relationships
and skills in the system are defined to clarify responsibilities
and identify the skills necessary to perform those responsi-
bilities. Financial management functions can be divided into
three general categories: (1) basic accdunting, () financial -
control, and (3) financial management.

Basic accounting functions involving the allocation and
tracking of runds, include general accounting in which
financial events are recorded and reported. This can

be viewed as scorekeeping in which expenditures and
encumbrances are recorded and measured against allocatioms.
This group of fimetions include:

Cash Management

Accounts Payable and Disbursements
Maintaining Jouzmals and Ledgers
Recording Transactions

Payroll

Coding

Summarizing Transactions

Reporting

General Accounting

O

TR

Financial control functioms complement accounting and involve
budgét preparation, monitoring, and the control of organiza-
tional resources including personnel, inventory and supplies

and monies. This group of functions includes: .

Budget Preparation
Budget Execution
Funds Control
Property Control
Internal Contzol
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Financial Management involves the use of information produced
By the accounting and control tem for organizational
problem~solving and decision-making. This group Iincludes:

Cost Analysis

Cost Accounting
Financial Forecasting
Auditing

Reporting

Decision Making
Communications
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A Strategy to Improve Tinancial Management in the Sahel

Improving f£inancial management involves not onlg developing
accounting competency, but also a broader set of organiza-

tional and technical problems requiring management training

and organization development., It will be necessary, for

example, to deal with the role and perceptions of accountants,

the control fumctioms, delegations and use of authoxrity, and
decision making. Achieving high levels of sound financiazl
management may not be possible in z2ll instances. I may

suffice for some projects to achieve only financial accountability
for USAID appropriate funds in the host institution. In

other projects, the achievement of improved financial management
may be z primary objective znd a very Important institution-
building component of the total project.

Financial accountability is the accumulation of adequate
evidence in support of encumbrancas and disbursements

made by the Agency under its project activities. This
means an adequate audit trail exists from the vouchers

and reports submitted by iImplementing agencies requesting
reimbursement. Financial transactions should be traceable
to documents within the institution in order to determine
their accuracy and appropriateness. Internal control is
necessary tc assure that the documents represent evidence
of transactions which took placas in the manmer and for the
purposes stated. .

Financial management takes into account.a larger sphere and is
Llimitless in its application and scope. It encompasses the
accumulation of accurate financial information for utilization
as a management tool for decigion-making during project
implementation and/or modification. This requires not only the
collection of information but the knowledge and ability to
properly interpret and apply that information in a successiul
manner.

The strategy recommended in this report recognizes that there
can be different levels of achievement for improving financial
management. Three different levels have been identified
ranging from basic accountability to financial integration to
comprehensive financial and organizational management.
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Figure 2: Range of Levals for Tmpreved Financial Management

- level 1 Level 2 Level 3
Finameial Accomntabllity—wp Financial Integration —) Comprehensive Financial Manpagememt
"basic accomnting "basic accoumnting "Basic accomting and control
functions improved wwe——) fHmction integra~ wmp fimctions integrated and usad
for A.I.D. finds.” ft;ng with contzol for organizaticnal mamagement”
the total .

inatirution."
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Level 1l: PFinancial Accountability for USAID Funds is charac-
terized by the accountability for U.S. funds within a project
or organization. A basic zccounting system appropriate to

the project situation can be installed so that USAID funds are
auditable, i.e., are documented and can be tracad. In cthis
instance, the USAID contribution will be generally isolated
from other organizational funds, and its use determined by the
budget of the project agreement. Encumbrances and expenditures
and recording of transactions will be clcosely controlled, or
at least monitored, by USAID representatives. -

Level 2: Financial Integration of Development Resources can be
characterized as a step beyond mere accountability for the

ALT.D. contribution to fuller financial control within the

host institution. Concern for accountability for USAID
contributions is integrated with a broader concern for the
total developmental and/or organizational budget of the host
institution. There is a deliberate improvement in the

- control and coordination of all development resources at all

stages from planning, obtaining funds, allocating funds and
rasources, to expenditures and inventory/supplies controls.
At level 2, there is an Integration of. budgeting, intsrnal
control, accountability and property controls, and fuller
coordination of functions between donors, the DAF and the AC.
The direct responsibility of the USAID representatives is
less tkan with level 1, but they continue to be involved as
they support the financial system and carry out their
functions with respect to A.I.D.-supported activities.

Level 3: Comprehensive Financizl Management is characterized
by the development of accounting and financial control systems
which are fully integrated into the higher levels of
organizational management. At this level, the concern is
expanded beyond accountability and integration to use these
as instruments contributing to organizational management,
Level 3 moves Beyond scorekeseping and resource contzol to
managerial accounting in the sense that the accounting and
control functions become relevant to other functions of the
organization., For example, this level involves the
preparation ¢f financial forecasts relative to observable
objectives, the development and monitering of performance
budgets, the cocordination of organizational behavior

and productivity, and the presentation of financial and
performance implications of these patterns. Management infor-
mation systems must be developed to record the past and
present, to establish additional intermal controls and also
predict development. Level 3 requires host country and A.I.D.
coomitment to full involvement at all levels. Managers need to
master the objectives and structure of performance budgets and
capital budgeting, along with other managerial tools to
discharge their responsibilities for planning, managing and
problem~solving more effectively.
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Each lavel represents specific objectives, as shown in
Figure 3. The selection of the appropriate financial
Improvement level will depend on a number of variahles,

such as the characteristics of that situatlom, the resources
and organizational. constraints, and the objectives of A.I.D.

1

Figure 3: Financial Mangement lLevels and Qbiectives

Objectives

Level 1: FINANCIAL ACCOUNTABILITY (Encumbrances and
expenditures for A.I.D. funds)

Lavel 2: FINANCIAL INTEGRATION (Integrated host institutional
budget, stock and expenditure control)

Level 3: COMPREHENSIVE FINANCTAL MANAGEMENT (financial
accountability and integrationm with
organizational decision-making)
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There are definite implications in terms of the financial
management sgystems and training that are appropriate for
each level. Each specific situation wmust Be assessed to
determine what is appropriate. At a minimwum, Level 1
should be achieved for all projects. In collaboration
with host institutions, USAIDs determine which lewvel

is appropriate for individual projects. Some criteria
may be offered to help determine the appropriate level
for each financial management improvement effort. These
ars summarized in Figure 4.

Figure 4: Criteria for Determining Financial Management

A.I.D. Objective

- financial accountability
- financial control
- financial management

Scope and Size of the Project

- total § involved )
- % of total project/program funded by A.I.D.
- available or required resources/components

Host Institution Commitment

- commitment to management development
- commitment teo financial control
- commitment to meeting regulaticns to receive

A.I.D. funds-
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The Objectives of A.I.D. will be a major factor in selecting
the appropriate level for financial management improvement.

In some instances, the building of institutional capabilities
is a priority concern and critical to project success, such as
in large sector-wide projects in which it is desirable to
achieve Level 3. In other cases, institution-building may be
of little concern and would involve substantial trade offs in
actual outputs of the project, in which case Level 1 would be
sufficient. The objectives of A.I.D. are generally incorporated
into the project design, but may need to be expanded depending
on the experiencs and performance of the project.

The Scope of the Project is ancother important factor. Inm
the case of smzll projects with limited time horizons and
limited persomnel, there will be more tendency to achieve
Level 1. In the case of large and comprahensive projects,
there is greater need for achieving higher levels of
improved financial management (Level 2 or 3) and more
justification for the contribution of additional

resourcas required to achieve those levels. As an example,
the Livestock Sector Project or the Haute Valles Project in
Mali are comprehensive projects in which management develop-
ment can be a major component of institution-building.

The Size of the A.I.D. Contribution is a further determinant
of an appropriate strategy. In some instances, A.L.D,

plays a minimal role in the total project funding in

which case, Level 1 may be appropriate. In other projects,
A.L.D. may be a significant funding source providing the basis
for achieving Levels 2 or 3. It may sometimes be necessary

to Duild management components into the project design to
develop and maintain institutional capacities teo handle high
levels of development assistance competently.

The Nature of A.I.D. Involvement as well as the size of that
involvement can determine the level which is desirable. In

some instances, the A.I.D. contribution may be limited

to funding without a direct technical assistance component.

In others, there may be persons who can provide the technical
assistance for the required management development component

in the project. The A.I.D. involvement may call for financial
management. and organizational development so the implementing
organization can adequately handle A.I.D. development assistance.

The Host.Country Commitment is ome of the most critical factors
for the selection of the appropriate level. If there is a full
commitment Dy the management of the implementing organization
to improved financial menagement, it is possible to promote the
achievement of Level 3. If the commitment is limited to
financial integration Level 2 is appropriate and the efforts
to achieve Level 3 would probably be unsuccessful, Where the
host country institution is simply meeting A.I.D. requirements
to obtain A.I.D. funding and assistance, Level 1 would be
adequate, .
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Improving USAID Management Ferformance

Improvement of the performance of A.I.D. project and
financial officers is critical to improving financial
management. A need for training A.I.D. personnel to
help them relate to host country institutions is
generally acknowledged. Some financial problems can
be attributed to the relationships of A.I.D. with host
cou?try institutions and to the shortage of A.I.D.
staff. .

A.I.D. officials who are directly involved in financial
management can benefit from training to install and

implement appropriate accounting systems -- Project

Qfficers in addition to Financial Officers (the

Coutroller and his staff). The roles of the Project

Officers are defined in poliey and operational statements, but
the team obssrved that they were exercised differently in the
two Missions visited. A great deal of ambiguity about actual
responsibilities for financial management of projects exists.
The role and responsibilities of the Controller’s 0ffice

have been expanding in direct response to the problems
identified., Controller’'s Qffices are assuming more active
reles in relating to host country institutions as exemplified
in their efforts to certify accounting systems and monitor
project funds. Additional responsibilities require more time
and expertise on the part of the Controller and his staff.
Financizal management practices must be uniformly applied.

Primary training concerns were raised with respect to Project
Officers who have management responsibility and Financial
Analysts or Accountants assigned to monitor project funds.
Project Officers are frequently specialized technical persommel
who find themselves in management positions, with little
management experience or training. Many do not have a2 working
knowledge of A.I.D. procedures and regulatioms nor of general
management. The Financial 0fficers, though usually well-trained
in accounting. and.A.I.D. finanecial regulations and procedures,
have little practical project implementation experience.
Therefore, a strategy for financizl management Ilmprovement

must incorporate training for these officials and other A.IL.D.
staff. Figure 5 contains a list of the informatiom and skills
which Project Officers and Financial Officers assigned to
projects should have-te improve financial management in host
institutions: Significant research and effort have been made
to produce materials for training A.I.D. persomnel. A review
of these materials should be made to see if they can be adapted
to meet Mission training needs.

——————— et - rm——— e ———— - [P L S,
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Figure 5: Knowledge & Skill Requirements for USAID Project and
¥inancial Officersg

Project Officers Financial Qfficers

To Instzall System
for Financial Accountability

The Accounting System The Accounting System
Host Institution Regulations Host Institution Regulations
Reporting . Reporting
A.I.D. Regulations A.I.D. Regulations
Host Country Procedures Accounting
- Project Management Auditing
Management Styles Host Country Procedures

Financial Management

To Improve Financial Management
-(lnelude ALl Or The Above)

Financial Management "Financial Anzlysis
Management Information Systems General Management
Spot Audits Management Styles
Administrative Analysis Systems Design
Project Planning Project Management

General Management
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Recommendation 1&: Experienced A,L.D. personnel
should oe assigned to the Sazhel. This would
facilitate improved financial management

and training of less experienced persomnel.

Recommendation 17: Missions should survey their train-
ing needs tfor carrying out actual responsibilities and
establish plans for in-house training, using existing
Mission resources and personmnel.

Recommendation 18: PM/TD, which now offers management
courses for A.L.D. personnel, should be involved in

this effort to the maximum extent. They could catalogue
materials available to Missions, revise existing
materials to meet specific Mission needs, and develop
special plans for helping Missions provide appropriate
training. Workshops might be conducted to meet

special needs.
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The Basic Accounting System and Modifications

The key factors in the strategy to improve financial management
are (l{ installation of an adequate and appropriate accounting
control system and, (2) training a staff to develop skills

needed to implement and use that system. As mentioned previously,
a system that is too complex is unacceptable. The team designed
a model which was tested in the field for acceptability and
appropriateness. It was found that the system was fundamentally
appropriate, but some modifications were made as the trip
progressed.

The purpose of the accounting system is to correct deficiencies
related to the accounting, controlling and reporting on the
use of A,I.D. and other donmor funds, and the control of pro-
ceeds from the sale of FL 480 Title II commoditiss. The
systems must have the capacity to:

(1) provide accurate, complete and timely accounting
information;

Q) strengthen intermnal controls preventing misuse
and waste of donor-generated rescurces and
engure compliance with conditions of project
agreements; and

(3) provide a system of accurate and auditable
financial reporting that will assistc USAIDs
and other donors in monitoring project
implementation, host country institution's
cash requirements and periodically assessing
financial management capability and performance.

System acceptance is the goal of any accounting system design
effort. A gemeral accounting system requires modification to
meet the needs and circumstances of the various implementing
organizations. The criteria determining the acceptability of
an accounting system are:

(1) it must meet A.I.D. requiremerts;

(2) it must be simple to operate and its use
defined;

(3) to the maximum extent possible, it must be
congruent with existing organizational
structures, internal procedures and forms, etc.;

(4) it must create an audit trail.
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Based on the original system design and the results of the
field visit, the team proposed a basic accounting system
which, with modification can meet the needs of interstate
organizations and bilateral projects.™

The core accounting system facilitates financial control
of disbursements and encumbrances of funds against
budgets., It is designed so that modules or components
can be easily added, i.e., if a revolving fund must be
attached for revenues or fee collection.

When a Project Agreement is signed, the DAF creates a donor
receivable account and a general journal to control
encumbrances against the approved budget contained in the
Project Agreement. The AC creates a Cash Receipts and
Disbursement Control Ledger into which advances and
disbursements in previously designated categories are
recorded. As funds are received by the DAF, they are
credited to the donor receivable account, deposited

in separate bank accounts and recorded by the AC in

the Cash Receipts and Disbursement Control Ledger.

The flow of documents for control between the DAT

and the AC is explained in Appendix A. The AC

takes primary regponsibility for review and processing of
disbursement transactlons while the DAF maintains budget

control functions and reviews budget encumbrance documentation.

For each transaction, there will be a package of documents,
including the vendor's invoice, the purchase ordar, the
Teceiving report and a duplicate of the check which has been
fully authorized and certified by organizational management
procedures. This system controls encumbrances and disburse-
ments, and retains a file of documentation wnlch can be later
referenced for audit purposes,

*See full explanation of the system in Appendix A.
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This core accounting system summaerizes encumbrances ‘and
disbursements in simple monthly reports which can be
issued to organizational management and to the donors.
A basic report might show by line item:*

(1) Latest Budget

(2) Cumulative Encumbrances

(3) Previous Period Disbursements
(4} Current Pericd Disbursements
(5) Cumulative Disbursements

(6) Undisbursed Encumbrances

(7] Balances

The core system facilitates bank reccnciliation and cash
flow analysis. A bank reconciliation can be easily done
utilizing the balance columm of the Cash Receipts and
Disbursement Control Ledger and the figure on the bank's
statement. A cash flow amalysis format as shown in
Appendix A can help donors provide optimal amounts

of advances to encourage project implementation yet
exercise conscientious cash management.

As organizations' needs become greater and they become more
familiar with the accounting system, additional information
could be required. Data regarding the status of various
acitivities, techmiques such as accruals, accrued expendi-
tures forecasting and comparisons between planned and .
actual accrued expenditures will beccme components of the
system.

West African local procurement practices are such that the
widespread acceptance of purchase orders to secure goods,
as in the developed countries, is rare. The West African
procurement procedure is generally a cash-and-carry policy.
A petty cash purchasing fund is a2 critical component of the
financial system to permit petty cash and general cash
purchases.® This can be controlled through checks issued
as advances on the Cash Receipts and Disbursement Control
Ledger which establishes the petty cash purchasing fumnd.

*See Appendix A.
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Bost country implementing organizations will have many varied
operations that will require modifications of the core account-
ing control system. Travel advances are a common problem in
many organizations and can be handled by the system with a simple
technique explained in Appendix A. Other situations, for
exampls, revolving credit funds that provide small amounts

of credit to farmers or other target groups, may also be
accommodated. '

Special attention must be given to accounting for control
of sales proceeds of FL 480 Title L] commocities, The
accounting system £or use with host country organizations
charged with the full spectrum of activities .related to
PL 480 Title II commodities is simple and is patterned
after the organizational structures currently used in
Upper Voltz (OFNACER) and Mali (QPAM) .*

The system shownt in Appendix B is based on observations of
operations in Ouagadougou and Bamake. It is similar to
that used by other donors over the past several years.

It utilizes an organizational structure consisting

of an accounting office, a warehousing function znd a
Direction Commerciale. It is possible to know the status
¢f a2 food campaign by reviewing records of the warehouse,
the bank account and accounts receivable. A blocked
account emsures that funds are released only with the
approval of the host govermment and the U.S., Government.

* See Appendix B
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Strategy for Achieving Financial Accountability (Level 1)

In meeting the objectives of improved financial management,
three levels have been identified -- finanecial accountability,
financial integration and - financial/organizational management.
Financial accountability is the minimal acceptable level for

.all USAID projects and should be achieved as quickly as

possible to ensure proper use of development assistance. The
key to improved financial accountability is the installation

of appropriate accounting systems znd the training of personnel
to cperate and use these systems.- The process of installing
the accounting system and the skills required to implement

the system are the -core of the training needs associated with
this strategy.

Level 1, Financial Accountability, should be applied to all
USAID projects. The primary concern is £or the zccountability
of U.S. funds. 1In its most elementary form, improved financial
accountability involves iseclating U.S. funds and contrelling
and documenting their use., Control is determined by the
budget of the project agreement. The stratagy for determining
Level 1 is designed so it can be carried cut by existing
Mission persomnel.

The system, as described above, includes at a minimm, a donor
receipts record, encumbrance record, cash receipts, disbursement
journal, a separate bank account and a reporting format and .
procedure. The installation of this system will be overseen by
Mission personnel. They will need orientation to understand the
system and the processes of installation. The best institu-~
tion accountant must be trained to operate the system and
prepare the reports. In addition, higher lewvel host Institutien
managers must be informed and approve of the system.

The reguirements for achieving Level 1 are:

) A Users Manual ocutlining the basic accounting
systems with adaptations to specific situations
and providing guldance on the actual operation
of the systems, including:

- == woucher processing and reviews;
~- sample transactions in system;
--  check payments and cash payments;
--  budget chaﬁges; and
-- modules for speecial situarions such as
revolving credit activities, sales and

accounts receivable, travel and per diem
transactions, advances, etc,

s f——
S T,
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(2) An Installation Guide outlining procedures for the
introduction of the system into host institutioms,
basic training materials for use of the system,
and general orientation materials, including:

~- A.L.D.'s regulations and requirements and
why they are Imposed;

-— Basic U,S5. Govermment accounting procedures;
- Internal control and why it is necessary; and

-~ Developing processes for introducing a2 new
system in host institutions including steps
and exercises to be followed.

The immediate impact on financial management is based upon
the successful installation of an adegquate, appropriate
accounting system. However, the installation is as

important as the characteristics o0f the system. Lt is
necessary to assure that the methods employed are appropriate
to the needs and characteristics of the client institutioms
and their immediate enviromment. It ig also necessary to
adopt methods which will ensure effective system installation
using simple practices and procedures which reinforce learning
and effect behavioral change within the operational context
of the institution.

Although the problem has been characterized as one of accounting,
the training of accounting persomnal should be parc of a total
process aimed at effectively implanting revised accounting
procedures, practices and behaviors in the client institutions.

The installation of the new system will begin by examining
the institution's present accounting system. The installa-
tion should be a collaborative effort involving the distinet
steps illustrated in Figure 6. This process encourages

the host institutlon to share responsibility for the system
and modify it to meet its needs,

B ]



Figure 6: Imstallation of Accounting System for Level 1.

IMMEDIATE IMPACT is based on successful installation of
the accounting system.

—— Installaticon Process

AID Learn/Review
System

Introduce System

—p Adapt /Revise

Administrative Acceptance

Action=-Training

Consultation
Follow-up

The Process of Installation is as important as the system.
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The strategy for Level 1 is designed so that it can be
achieved by Missions with minimal external assistance,
It will, however, be necessary to provide orientation
before introducing the system to USAIDs and to provide
guidance on the process of installation in host

Institutions. Orientation workshops can help Missions
develop plans for improved finameial accounting.

Recommendation 19: A User's Manual and an
stallation Guide should be written Zor
adapting and placing the basic accounting

system in host inmstitutions.

Recommendation 20: Orientation should be
given to selected USAIDs to introduce the
User's Manual and Installation Guide and
to help the Missions move toward achieving
improved financial accountability.

Recommendation 21: Plans should be made to
(a) evaluate the success of the effort for
achievement of Level 1 in the test Missions
and (b) adapt the systems and methods for
introduction to other USAIDs.
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‘Stratezy for Achieving Improved Financial Manasement
Levels 2 and 3

The strategy for achieving Level 1 as previously described,
provides a relatively immediate impact for improving financial

management only in teims of the accountability of USAID funds.

It establishes a basis for achieving Levels 2 and 3. These
levels require a more comprehensive organization development
Strategy which has broader effects throughout the organizatienm.
They address improved f£inancial management by ensuring an .
integration of USAID contributions within the management
systems of the total organization and by integrating financial
control and management with the. overall organization management.

Level 2 is characterized by a concern not only for accounta-
bility of USAID funds, but a broader concern for the manage-
ment of the total development and/or organization budget.

At this level there is need for coordination of planmming,
budgeting, obtaining and allocating funds and resources,
internal and property controls, audits, etc. This level
affects persomnel on projects, and in functional divisioms,
as well as those in the DAF and the AC.

To implement Level 2 training, technical assistance would

be provided through a consultant who would work in the

bost country institution on a full-time basis (or with

two organizations . depending on the amount. of work required)
for-z limited period of time. An alternative to this would

be z national or regional training/comsultancy team that

would conduct training seminars and workshops on management. as
well as training to host country institutions eof a practical
nature. The Mission staff would offer support through
orientations, follow-up, contract management and guidance.

The system would be installed through close coordination with
the Mission staff and. once an adequate level of competency

is reached, the Mission personnel would take over the monitoring
and consultation. until the system is fully certified., This
strategy is recommended for CILSS and INSAH at the present time.

Level 3, Financial Management, involves a further integration
of finanecial accounting and control within overall
organization management. The products of the accounting and
financial control system become more scphisticated and are
utilized as general management todls. These may include
financial Zorecasts, development and monitoring of performance
budgets, and operational analysis in terms of financial trends,
productivity, and problem solving. Level 3 requires the devel-
opment and use of a2 comprehensive management information system
ich not only records transactions and establishes intermal
controls, but would also provide the opportunity for
forecasting and measuring financizl and performance
development. At Level 3,managers learm to discharge their
responsibilities of planning, problem-solving and decision
making more effectively.
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Level 3 training would be carried out through the technical
assistance provided by a consultant or a training team. In
the case of large projects, such as the Mali Livestock, it
would bBe preferable to use a team. Such a team would be
most effective if it were multi-disciplinary and if several
of the members were host country nationals. It could serve
as a resource for management development throughout the
institution and could work at all levels of the organization
to improve management performance. This would be most
appropriate with projects whose objectives include
institution building.

In light of previous failures to install innovative and improved
systems, it will be necessary to have an appropriate accounting-
financial management system, as well as a general climate of
receptivity to clarify assigmments, structures and relationships.
The organization's conditions, attitudes and resources must be
supportive of improving f{inancial management.

Recommendation 22: A.I.D. should introduce
Levels Z and 3 zor appropriate projects or
sectors. .

Recommendation 23: A consultant should be
provided to carry out the strategy for level 2
in relation to the CILSS and INSAH.

Recommendation 24: An inventory should be made
of the capabilities of cooperating institutions
in the region, such as training institutions,
accounting firms, and uvniversities. Distinct
strategies for developing the capabilities of
these institutions through curriculum development,
workshops and orientation should be formulated

s0 they can become inveolved in an expansion of
the effort.

Recommendation 25: Opportunities should be
explored for special financial management
development projects on & sectoral, natiomal

or multi-national level based on the creation

of training consultant teams. These teams could
assist a broad range of projects and host :
institutions,
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K. Summary of Findings & Recommendarions

Financial management in Sahelian institutions receiving
assistance under the Sahel Development Program must be
improved. Three levels of improved financial management
have been identified.

~Level 1: Financial Accountability for USAID Funds;
Level 2: Financial Integration; and
Level 3: Comprehensive Financial Management

It is necessary that Level 1, Financial Accountability, be
achieved for all activities receiving USAID assistance.

For some projects, it i1s desirable to achieve higher levels
of financial management control. The key to establishing
improved financial management is the installation of an
adequate accounting systsm, as is proposed within this report
and training the required persons to effectively operate this
system. Use of such a system will provide accurate and
timely financial information which is auditable and prevents
waste and misuse by ensuring compliance with the conditions of
project agreements.

. Due to the wide variety of situatioms in the wvarious countries
involved in the Sahel Development Program, it will be necessary
to assess the appropriateness of design of the accounting
system on a project-by-project basis. This requires that the
individual USAID assume an active role in improving financial
management. USAIDs can adapt this strategy to meet the special
needs of their projects by determining the appropriate level of
financial accountability and management desirable for specific
projects. (Recommendation 13 - p. 13). Missions should take
immediate steps to assess present financizl management
performance. This assessment should include not only the
accuracy and auditability of fimancial accounting, but also
the total financial management capabilities of the institution
based upon its competence to perform basic financizl management
functions., (Recommendation 11 - p. I3). Where possible,
existing systems should be used and approved £or the accounting
of USAID-provided funds (Recommendation 10 - p. 12). This
will require the development of standardized criteria for the
certification of financial systems of host institutions and
projects. (Recommendation 2 - p. 10). Whether the existing
system is used or a modified system is introduced, it is
advisable to isolate development assistance by donor agency
to ‘identify applications of external assistance.

(Recommenation 12 - p. 13).
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As a minimum requirement, Financial Accountabilicy (Level 1),
should be achieved for all USAID projects and programs.
Missions should take immediate steps to install the Basic
Accounting System. In instances where it 1s necessary to
improve or modify present situations, such modifications
should be as congruent as possible with existing practices.
{(Recommendation 10 - p. 12). To helg the Missions with the
installation of a2 new system, a User's Manual explaining the
operation of the Basic Accounting System should be prepared
along with an Installation Guide explaining the process of
introducing and implementing the system. (Recommendation 19 -
p- 36). In addition, USAIDs should hold seminars with all
recipient organizations on a regular basis to explain A.I.D.
regulations and procedures and to discuss the implications of
these for the recipient orgaenizations. (Recommendation 3 -

p- 12). Where it is impractical to establish financial
accountability, consideration should be given to the establish-
ment of a project accounting station to handle special cases,
such as for severzl small projects where limited accounting
capability exists.

The Missions should alse identify those projects or situations
in which it is desirable to achieve the higher levels of
Financial Integration (Level 2) or Financizl Management (Level 3)
For example, on larger projects it is desirable to have
administrative support and management development components
cesigned to develop long-term financizl management capabilities.
(Recommendation 7 - p. 1l1). Where appropriate, A.I.D. should
create necessary special projects on a regional, national or
sectozal basis. using in-country training-consultancy teams for

general end financizal management development. (Recommendation 14 -

p. 13). Several projects should be identified immediaztely as

a test of this strategy for improving financial management.
(Recommendation 23 - p. 38). There is an immediate opportunity
to test this strategy with the use of a2 consultant for a limited
period in CILSS and then in INSAH., (Recommendation 24 - p. 38).

The overall strategy should be tested in several Missions, such
as Mali and Upper Volta, where the team did the initizl institu-
ticnal reconnaissance. Plans should be made to evaluate the
impact and effectiveness of the strategy and to adapt it, as
necessary, for introduction into other Missions.

(Recommendation 21 - p. 36). As the strategy is proven,
cooperating institutions such as training institutions.,
universities, and accounting firms, should be identified in

the regicn which can assist with its further implementatiomn.
(Recommendation 25 - p. 38).
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In order to improve financial zceceuntability and management

on all projects, existing A.I.D. documents, such as ProAgs,

PILs and CPs must be used more effectively., (Recommendation 3 -
p. 10}. To help in the process of ensuring adequate financial
management, the A.I.D. Controllex's Qffice should become more
involved in project identification, design, assessment and
evaluation. Besides the development of standardized criteria
for accounting system certification (Recommendation 2 - p. 10),
Prequalification and Design Questionnaires should be developed
and introduced to better assess and design financial management
systems for the proposed project enviromment. (Recommendation 1 -
p. 10). This questionnaire could be applied to all proposed
projects and to all projects with at least two more years until
the project activity completion date.

This strategy can be complemented by longer-term development
efforts tied into existing training programs and by imstitu-
tional support. Existing regional manpower development programs
can be used to provide long-term training and short-term
programs offering a certificate in financial management.
(Recommendation 5 - p. 1ll). Regicnal and host country institu-
tions, such as PAID and universities, already receiving funds
under cother A.I.D, programs, should be encouraged to develop
specialized short courses in accounting and financial management.
(Recommendation 5 - p., 1l). Finally, persons raceiving

training under existing participant training programs should
have a definite requirement for basic accounting and fimancial
management asg part of their course of study, preferably in the
last two semesters of their academic training.

(Recommendation 5 - p. 11).

As part of the implementation of the strategy, USAIDs mmst
consider the training of their own project-related personmel,
such as Project QOfficers and Financial Analysts or Accountants,
to ensure that they can effectively carry out their responsibi-
lities with respect to the installation of Basic Accounting
Systems and monitoring financial management and perfcrmance
on their projects. Orientation must be held in Missions to
introduce the basic accounting systems and methods of
installation. (Recommendation 20 - p. 36). In additionm,
USAIDs should surwvey thelr training needs against actual.
responsibilities and establish plans for in-house training
using existing Mission resources and personnel to the maximum
tent. (Recommendation 17 - p. 27). This will be facilirtated
if more experienced A.I.D. personnel are assigned to Szhelian
posts. (Recommendation 16 - p. 27). Training of A.I.D.
persomnel can be facilitated by AID/ID which could support
on-site training efforts by such actions as revising exist-
ing materials to meet specific USAID needs, developin
specizal plans to help Missions with their training an
ccngggting workshops to meet special needs, (Recommendation 18 -
P. .
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Finally, periodic workshops and conferences should be held
to promote the sharing of experiences, the development of

useful financial management Insctruments, and to find ways

in which to be more effective in dealing with problems of

financial management. (Recommendation 15 =~ p. 13).
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Appendix A

Objectives and Scope of the Proposed System

The purpose of the accounting control system package to be installed
in host country and implementing organizatioms' financial offices is
to correct deficiencies in the finaneial management practices relat-
ing to the accouncing, controlling and reporting on the use of A.I.D.
and other donor funds and the control of proceeds from the sale of

PL 480 Title II commodities. The systems shall have the capacity to:

(1) Provide accurate, complete znd timely host country
accounting informationm.

(2) Strengthen internal controls preventing misuse and
waste of donor-generated resources and ensure
compliance with conditions of project agreements.

(3) Provide a system of financial reporting that will
assist. USAIDs and other donors in monitoring
project implementation, oversse host country
implementing agency cash requirements and periodi-~
cally assess financial management capability in
the implementing organizatioms.

Although any accounting system. requires modification to meet the
specific needs of the utilizing organization, the two core systems
designed and reviewed in the following sections are for use by

(1) bilaterzl implementing organizations and regiomal organizations
coordinating, formulating and implementing donor funded projects;
and, (2) host country organizations responsible for the sales,
accounting, collection, depositing and releasing of local currency
funds generated from the sale of fcod provided under the PL 480
Title II program.

System acceptance is the goal of any accounting system design effort.
Several past efforts to install an accounting package have fziled in
the Sahel region. The hypotheses differ as to the cause but the
range of theories is from too detailed systems to an inappropriate
Iastallation package. It was felt that any acceptable design of an
accignging package would ultimately depend on to what extent it

cou at

(1) simple;
{2} designed to utilize existing organization structure,
internal procedures and forms; and °

(3) auditable.

- mmaa e v e . e
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The simplicity of an accounting system is of paramount importance
in developing countries. As was mentioned previously, a datailed
double entry accounting system that was meticulously designed and

reviewed for which jourmals, ledgers and forms were prepared for
use by CILSS in Ouagadougou was never used.

The team's proposed accounting system was explained and reviewed
in detail at Bboth the CILSS headguarters in Quagadougou and the
Sahel Institute in Bamako. It was apparent from the receptivity
and comparisons made te the current system by the accountants of
these organizations that the proposed system was nct a major
deviation from the way business was currently being handled. The
primary differences at CILSS and INSAH (Sahel Institute) between
the team's proposed accounting systems aras:

{1} All donor funds are currently disbursed from a central
account rathex than separate donor accounts.

(2) Journals for fund encumbrances are kept, but no control
of available budget by line number of domoxr is maintained
rendering the exercise virtually useless.

(3) Cash disbursements and receipts are kept but not on =
line item basis and not on an individual donor basis.

{(4) BReports are not timely and are unauditable.

(3} Intermal comntrol procedures are lax 1f they exist at all.

(6) Domors are unable to monitor projects efifectively and are

placed in an increasingly compromised position as expendi-
ture justification remains extremely difficult at best.
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The Accounting System for Bilateral Projects and Regional Organizations

The accounting system proposed for use with bilateral projects and
- regional organizations has the following core components:

(1)} separate bank account;
(2} Jjournals for fund encumbrance;
{3) ‘a Cash Receipt and Disbursement Control Ladger;

{4) orderly system of f£iles to accomedate system of
temporary holding files for accounts payable;

(9) timely reporting;
(6) internal control applicable to the organization sfructure; and
(7) USAID monitoring reqﬁireﬁents in a decreasing pattern.

The systsm assumes zn organization structure within the finaneial

office that consists of two major sections: a Budget section
and an Accounting section. g

FINANCIAL OFTICE

DAF” Accounting

(Budget)

Upon signature of a Project Agreement, the Direction Administrative et
Financiere (DAF) would create a2 donors receivable account as well

as’ a general journal to control encumbrances against the approved
~udget contained in the Project Agreement.- The Accounting Section,
wgence Comptable) within the Financial 0ffice would also receive a
cc2y of the project agreement and create a Cash Receipts and
Disbursement Control Ledger. A $500,000 project agreement trans-
action would result in the following:

-, Donor Receivable
o Balance

500, 000 500,000

Z g L . \ e rammanar At a % Y ee————— " e e ——— = L
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Encumbrance Journal

Tools

Gasoline

Materials Total

Budget

200,000

100,000

200,000

200,040

Cash Receipts and Disbursement Control Ledger

No. |Descript. Disb.

Receipt | Advance ] Tools

Gasoline

Materials] Balance
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After the conditions precedent are met and any other actions required
prior to A.I.D.'s first disbursement, the initial advance ($50,000)

vthen enters the system.

The Budget section (the DAF) would receive
, the check, and enter it as a credit to its donor receivables.

The

check is then sent to the Accounting section for depeosit into a
saparate account and for recording it into the receipts and advance

" column of the Cash Receipts and Disbursement Control Ledger. The
» state of the Jourmal and Control Ledger would look as follows:
Donor Receivables
Balance
500, 000 50G, 000
50,000 45Q,000
Encumbrance Jourmal
Tools Gasoline Materizls Total
Budget 240, 000 L0C, Q00 <Q0, 000 SuQ, QU0
Cash Receipts and Disbursement Control Ledger
No. {Descript. |Disb. | Receipt {Advance | Tools | Gasoline j Materials| Balance
D#1 jAdvance 50,000 50,000
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The organization would establish a central point where requests for
purchases, travel authorizations, contracts, etc., could be directed.
The encumbrance document can then be prepared and controlled frem
this central peint. The document, for example, a purchase order for
$10, 000, would then be approved by the administrative office and
forwarded to the DAF for a validation and availability of funds
check. Upon approval by the DAF, the document, which would be
prepared in four copiles, would then be returned to the administrative
off%cilfor distribution. The four copies would then be distributed
as follows:

(1) original to vendor;

(2} copy supports Admin./Purchasing records;
(3) copy sent to the DAF; and

(4} copy sent to the DAF for entry and hold,

The DAF will enter the encumbrance in the appropriate journal and
place one of the two copies of the document in a permanent £ils
to support all encumbrance entries in the journal. The remaining
copy of the encumbrance document is placed in a temporary holding
file which would function as an cutstanding accounts payable file
(oxr ledger). This file would be organized aglphabetically by vendor,
by budget category, in chronologiczl order or in any fashien that
would give the DAF section ready access to the document. The
Encumbrance Journal would appear as shown below after the
transaction with the Donor Receivables Account and Cash Receipts
and Disbursement Control Ledger unaffected:

Encumbrance Journal

Tools Gasoline Materials Total
Budget i 200, 000 LO0, 000 200, GO0 500,040

P.0. 1 10,000 10,000
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Generally, every organization has a receiving office or intermal
procedures that document the receipt of goods or services by the
organization. CILSS, INSAH and many of the implementing offices

of the bilateral projects have a2 type of receiving report already

in existence. The receiving reports would be prepared in two

coples (original + one) with the copy filed in the office of the
receiving function and the other forwarded to the DAF. Upon

receipt of the receiving report, the DAF would immediately attempt
to match the receiving report with the ocutstanding '"bon de commande”
(purchase order)} in the temporary holding file.

Vendors' invoices would flow into the system through the Admin./
Purchasing sections. The Admin. /Purchasing section would review
the document to check if, in fact, the goods or services were
ordered, and then, if valid, pass them to the DAF gection. The
DAF section would then match the vendor's invoice with the
purchase order and receiving report being held together in the
temporary ‘holding file. The entire package would then be
forwarded to the Accounting section £or review and processing.

Accounting Section would review the documents checking the
arithmetic and comparing the-quantities ordered wich those
received and billed. If the documents are valid and in

agreement, a check ls prepared in the special. account check
register that automatiezlly creates a copy plus check stub,

The check is forwarded with supporting documentation to the
authorized signztory in the executive branch of the ovrganizationm.
Once signed the package is then sent to the representative of

the Financial Office who is the authorized signatory for review of
the documentation and certification. With the two required signatures
in place, the check can be simultaneously released to the vendor
and ;ntered in the Cash Receipts and Disbursement Control Ledger
as showm,

Cashh Receipts and Disbursement Control Ledger

No. | Descript.] Disb. |Receipt |Advance| Tools | Gasoline| Materials | Balance

D#l { Advance 50,000 b4 50,000

. CL0Y Pymt. L 10,000 10,000 40,000
P.0.

e s —
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The check stub remains in the checkhook and the carbon copy of
the check is filed along with the purchase order, wvendor's invoice and
All the above mentioned documents are permanently
filed by check number and are easily traced back from the financial

receiving report.

reports to the source documents.

as follows:

DAF

Reviews for
validity and
avaiiability
of funds
approval

ADMIN/PURCHASING
From Interes- Bon de
ted Party Commande:
Prgparaz
222
Ta Vendor ] " -}
e--~i 3 }—

Yendors

Iinvoices

EXHIBIT 1

Document
entered as
encumbrance

and placed in /
holding file
(outstanding)/
(accounts} /
(payauhf) /

T

/

L4

RECEIVING

Goods Arrive
and Receiving
Renort Issued

‘I

The overall systems flow would appear

ACCOUNTING

Documents reyiewad
Check prepared

CReck must bhe signed

by Exscutive Direction
Person and by Financial
persig

” Ta vendor
~ e

cHeEck 1L >

¥
¥
Remains ¥
in check-
hook file

“Entry in

Cash Receipts
Disbursement
Control
Ledger

Copy of Check,

- Bon de Commande

i
|
|
{
i
i
Vendor's i
Invoice and &
Receiving Rent.
Filed as File
Package by

Check Number.
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A simplified example of monthly reports to be issued to the
organizations' management and to the donor is the logical product

of the

system,

Assuming the following state of accounts, jourmal

and ledger after the first month of operation, examples of the
reports to be produced are on pages A-10 and A-1l.

Donor Raeceivables

Balance “
300, 000 500,000
50,000 450,000
Encumbrance Journal
Taols Gasoline{ Materials] Taétal
— BUDGET 200,000 100,000 {200,000 500,000
r.0. 1 10,000 10,000
P.0. 2 - 30,000 30,000
IyCeenata) 10,000 0 30,000 47,000
Total
Avail. 190,000 1 100,000 | 170,000 460,000
Cash Receipts and Oisbursements Control Ledger
No fescript Disb. iReceipt | Advance | Tools | Gasolinet Materialsi{Balancsf
DL Advance .50,000Q X 50,000
C101 Pavt P.G.1] 10,000 10,000 40,000
162 Payt P.G.21 30,000 30,000 10,000
Month . - .
End 40,0001 5Q,000. 10,600 30,600 10,000
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Report #1
. Previous Balance
Cumulative Period This Period | Cumulative | Unliquidated
Catagory Budget | Encumbrances | Expenses | Expenses Expenses Encumbrancas
Tools 200,000 10,000 0 10,000 10,000 0
Gasoline 100,000 a g 0 .0 Q
Materials | 200,000 30,000 0 10,000 -. 30,000 g
Total 50a,0¢C0 40,000 il 40,00G 40,000 0
The Report will show by line item
1} Latest Budget
2} Cumulative Encumbrances
3) Previous Perjod Disbursements
4) Current Period Oisbursements
5) Cumulative Disbursements
6) Undisbursed Encumbrances
Report #2
Current
Previous Period Period Cumulative Unencumbered
Catagory Budget Encumbrances Encumbrances Encumbrances Balance
Tools 200,000 't} 16,000 10,000 190,000
Gasoline 100,000 0 ; 0 0 100,000
Materials 200,000 0 30,000 30,000 170,000
Total 300,000 0 40,000 44,000 460,000

The Report will show by line {tem
1) Latest Budget
2) Previous Period Encumbrances
3} Current Period Encumbrances
4) Unencumbered Budget
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Report #3
7
Cumyiative Cumylative % Accrued
Encum- Cumulative Accrued Ex-{ Encum- Expendi-
{Cateagory Budgetr] brances Expenses Accruals | penditures | brances| tures
Tools 200,000t 10,000 10,000 0 10,000 5 5
nGaso]ineL 100,009 a g 0 ; 0 0 ¢
Material 200,000 30,000 36,000 0 30,000 15 15
Totals 500,000{ 40,000 40,000 ‘o 40,000 8 8

The Report will show by line item:
Latest Budget

O O G B
At N N N Ml Vi V¥

Cumulative Encumbrances
Cumulative Disbursements

Accruals

Accrued Expenditures
Percantage Encumbersd (Budget)

Percentage Accrued Expenditures (Budget)
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EXAMPLE OF BANK RECONCILIATION

Bank Reconciiiation as of

Balance Per Bank

Less Outstanding Checks

© B 00 ~f TV U1 (3 N |

=

( )
Add Deposits in Transit
1.

2.
3.

Reconciled Balance Per Bank

BAT.ANCE PER BOCKS Cash Receipts and Disburssement

Control Ledger

Less: Miscellaneous Charges (by bank not recorded in Books)

1.

2.

3.
Add

1.

2.

3.

RECONCILED BALANCE DER BANK
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A review of report 3 reveals two new components, accruals and
accrued expenditures. Accruals are costs ilncurred for goods or
gervices received but not paid for as of the reporting period.
Accrued expenditures are the actual disbursements plus accruals.
As organizations become more familiar with the accounting system
and management requires additional accuracy and information
regarding the status of wvarious activities, techniques such as
accruals, accrued expenditures, forecasting and comparisons
between plamned and actual accrued expenditures will become
components of the system.

A bank reconciliation can easily be done using tﬁélﬁalance columm
of the Cash Receipts and Disbursement Control Ledger and the
balance figure on the bank's statement.

A cash flow analysis format (see page A-1l4) is also included to
help aid donors in providing optimal amounts of advances to
encourage project implementation yet exercise conscisntious
cash management,.

West African local procurement practices are such that the utili-
zation of purchase orders to procure goods used is rare. The :
West African procurement procedure is generally a cash and carry
policy. The illustration on page A-15 depicts.the general flow
chart of petty cash purchases as envisioned in -the proposed
accounting system. A check is issued and an advance is recorded
on the Cash Receipts and Disbursement Control Ledger which
established the petty cash purchasing fund. The check is
predicated on a request for a2 petty cash advance from the Admin-
istrative/Purchasing section of the organization. The employee
charged with procurement from the Petty Cash Fund utilizes his
advanced cash resources and procures items within specified
limits., As the cash on hand decreases and the receipts for
items increases, the petty cash mangger prepares a request for
reimbursement of his resources which would be a covering summary
voucher with supporting documentation in the form of receipts

and receiving reports. The reimbursement voucher is forwarded

to the DAF section for review and recording of encumbrances by
line item. The reimbursement voucher is then forwarded to the
Accounting Section where the documents are reviewed, and if in
order, a check is prepared in the amount of the approved petty
cash voucher. The check is entered in the check register and
allocated to the appropriate expendicure categories and sent

to the appropriate executive and financial representatives

for signature. After the check is sigmed, it is forwarded to

the manager of the Petty Cash Fund and the petty cash procure-
ment cycle repeats itself. The petty cash reimbursement voucher,
supporting invoices and receiving reports and a copy of the
check are filed tegether by check number.
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Cash Flow Analysis

Cash on Eand (Beginning Period Balance)
Cash Inflows for the Period

Cash Disbursements for the Period
Balance (End of Period Balance)
Estimated Disbursements Next Period
Estimated Cash Refunds for Next Period
Required Advance for Next Period

Desired Ending Balance Next Period
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PETTY CASH SYSTEM

PURCH/ ADMIN BUDGET (DAF) - RECEIVING ACCOUNTING
4
Request for ! e - "j Check i
Petty Cash 71 L =3 review T - L 3
Advance - P [
- Petty J,Cash Request |
: - -. Regceived., Check signell
) - by Executive Dirsctor |
P and Fin;ncial Qfficer i
-~ ]
- !
- Check
g::ﬁy P - -Rec*i star :
Purchasingl. = . Receiving
Fund S Reports
......... ~ As Required ;
i Entered in
~
Receipts 4 Cag*.‘ Fec.
L & Disbh.
r ~ Control :
| File Ledger \
| Submission of Review and Racord
| Youcher for encumbrance by > ﬁ._ ~
for renlenishment line itam ™ { File with
! with Recaipts ~ < Advanca Request
h ——— el - ey aa— — e
~
-
\\.
N Documents reviewed and
N Check signed by Executive
S Director and Financial
~ ™S Officer
L0N
\
> v +
Remains with !
Check Register
Bon de Commande
Receipts
Check copy
Receiving Repor
ST Aad miu Ahanls wa
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Host country fmplementing organizations will have many varied
operations that will require modifications of the core accounting
control system. Travel advances are a common problem in many
organizations and are handled in the system by a simple techniqus.
A travel advance request enters the system and is reviewed by the
DAF to ensure that funds have previously been encumbered by a
travel authorization. If wvalid, the travel advance request 1is
passed to the accounting section for check issuance and recording.
The entry in the Cash Receipts and Disbursement Control Ledger
for the travel advance would be made to the appropriate expendi-
turs category and a check mark or other signifying entry would be
made in a column called "advances." The copy of the check with the

travel advance request would be filed by check number. An additional

copy of the travel advance request would be filed in a temporary
file by the Accounting section called "outstanding advances."
Periodically the Cash Receipts and Disbursement Centrol Ledger can
.be reviewed for outstanding advances. Each organization will have
its own guidelines for travel vouchers for c¢learing advancses. If
the travel advance was less than the travel voucher, an additional
check would be issued and handled like any other disbursement. If
the traveler’'s approved expenses wers less than the travel advance,
the deposit to the account (deposit slip for the overpaid funds)
will be entered in the Cash Receipts and Disbursement Control
Ledger as a2 receipt on the balance and a reduction to the pertinent
expenditure category. The advance column indicator should also be
altered to signify the c¢learing of that particular advance. The
Request for Advance being temporarily held in the outstanding
travel advance file, can be filed with the additional payment of
receipt of funds, travel authorization, travel voucher, zand copy of
the traveler's last. check or deposit slip by number of deposit or
check. See page A-l7 for examples of affected journals and ledger.
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Af+ter Travel aAvthorization Issuance

Donor Receivable

Balance

500,000 ) 500,000

50,000 450,000

' Encumbrance Journal

Budget Tools Travel Materials Total
Budget 200,000 109,000 200,000 500,000
TA 1 . 1,004 . 1,000

After Receipt of Advance

Cash Receipts and Disbursement Control Ladger

No. |Descript. | Disb. | Receipt | Advance | Tools | Travel | Materials

Balance
#1 Advance 50,000 x 50,000
#101 ) Trav. Adw. 800 x 8aQ 49,200

. After Clearing of Travel Voucher
Cash Receipts and Disbursement Control Ledger

No. {Descript. | Disb. | Receipt | Advance | Tools | Travel | Materials |Balance
g1 Advance 50,000 x® 50,000
#101 | Trav. Adw 800 {x) 800 49,200
#102 | AG4'1l Trw 200 . 200 49,000
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Revolving funds established for small amounts of credit to farmers

and other Sahelian target groups seem to be-a pogular design
technique., The system will contain a method to be used in the

central accounting office or at an off-site accounting station to

deal with them. A request for disbursement from the revolving
credit fund would be received by the DAF which would check fox avalla-
bility of funds and encumber the amount of funds under the appropriate -
category. The document, with the necessary availability of funds
approvals, would then be forwarded to tke Accounting section for

review, check issuance and recording in the Cash Receipts and

Disbursement Control Ledger. After review and signatures, the check

is recorded as a disbursement, similar to any other anoroprlate
disbursement under the expendlture categery for the revolving loan

or credit fund. The subsidiary system would look as follows

after receipt of the check establishing the Loan or Credit Fund:

Cash Loan Equity
500 (_ 500

As money is released to parties requesting credit, cash is credited
and a racelvable is estzablished that can have a +ollow—up listing
or be at the bebtor level.

" Cash Loan Equirty
500 100 500
40Q
Loan Receivable
100

As time elapses interest will accrue. Periodice. interest accruals
should be made, preferably quarterly but dependent on in-country
practices relating to payback periods, The interest accrual
transaction would- appear- as- follows

Interest Receivable Loan Equity

12 . 500
- 12
sl2

- e — Frema ——ray L= m agm o L



- A-1l9 -

Any loan-deemed unceollectible ¢ould be written off as. follows:

Loan Recaivable

Loan Egquity

100 512

1400 112

400

Interest Recalvable

12
12

t any point in time one can see the amount of cash available
for loans, locan and interest recaivables and the total amount

of the loan fund (including interest paid, receivables and
raductions due to uncollectible or bad loans).

—




Appendix B

The Accounting Svstem for Control of Sales Proceeds of
PL 480 Title Ii Commodities

The accounting system proposed for use with host country
organizations charged with the full spectrum of zgctivities
relating to PL 480 Title 1II commodities is simple and is
patterned after the organizational structures currently in
existence in Upper Volta (OFNACER) and Mali (OPAM). The
elements of the system are:

1) blocked separate bank account;

2) general journal (optional);

3) general ledger with only three subsidiary ledgers;
4) orderly filing system;

5) timely reports;

6) internal control applicable to the existing
organization structure; and

7) USAID monitoring requirements generally on a
decreasing pattern and the ability to audit and
produce tables of standard costs for handling
of commodities from central receiving points
to distribution outlets in the country.

Exhibit 1 is a general systems flow of how the accounting
system will work. Some assumptions based on observations of
operations in Ouagadougou and Bamako are as follows:

1) Shipments enter a central warehouse or several
central warshouses in an acceptable fashion.

2) Current systemfor movement of sales proceeds
from ultimate distribution points back to
central location has been acceptable in the
past, or the Govermment is willing to guarantee
deposit of proceeds regardless of current system.

3) Standard cost tables can be prepared based on
audits of past records ox from comsultations
with transporters and/or handling organizations
for distribution. Standard costs could have
provision for annual review if extraordinary
losses or gains are being evidenced as a result
of unforeseen circumstances, i.e., catastrophic
occurrence, Governmental decree on wages, hyper-
inflated fuel costs, etc.
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EXHIBIT 1

SYSTEM FOR CONTROL OF SALES PROCEEDS
OF PL 480 TITLE II COMMODITIES

Grain < - Shipments

WAREHOUSE > Released

warehouse shipment

Eorm -
[] """" Net Billing for Expected
(standaré) Sales Proceeds

Sales ,
XX - . /
S L Accounting. acknowledged copy “l Direction
,>'- = Qffice 1. of the bill Commercizale
7 — )
Acdounts
Receivable -

Established - copy of deposit

-

== xxx Acct. slip [:L $ Sales Proceeds in
Receivable amount of Billing
Reduced h deposited in Account
’/
Cash e

XXX Casl‘;,/ . _Bank- A
Increased -
/Blocked Account/

.Releages made from blocked
accoupt to special purpyse
acceynt after AID approval

Construction of Revolving Grain Stab.
Warehouses Account Fund Accouwnt
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Both OFNACER and DPAM are structured with an accounting
section, an operations section (Direction Commercizl), and a
warehousing function..

As grain is released from the warehouse, the warehouseman
prenares an advice of delivery. This advice of delivery (or
release) would instruct the accounting office as to the nature
of the grain, the donors, the destination and the amount
shipped. The warehouseman would prepare this advice of
delivery in three copies (original + two). One is kept for
inventory, and two are sent to the accounting office. The
accounting office enters the anticipated sales proceeds in a
general or-sales journal and posts frdém the general sales
journal to the ledger. The anticipatei sales proceeds are
easily determined from the previously prepared table
by locating the destination, type of commodity and multiplying
that figure by the shipped quantity. The entry for the net
sales proceeds would be:

Sales Accounts Receivable

1,000 1,000

The accounting office then sends a copy of the advice of
shipment and the calculated net szles proceeds to the Direction
Commerciale for confirmation. The caleculations sheet is prepared
in triplicate. One is filed by the accounting office supporting
.the entry, two sent to the Dirsction Commercizle. One is returned

by, the Direction Commerciale with confirmation indicated.

As the proceeds are deggsited by the Direction Commericale
to the blocked acecount, confirmed deposit slips would be sent
directly by the Direction Commercial or the bank to the
accounting section. Once the receipt of cash by the bank

is acknowledged, the accounting section would make an entry

as follows:

Accounts Recsivable Cash
1,000 300 800
200

One can balance cash and accounts receivable to sales; sales plus
estimated proceeds from stock ¢n hand balanced to the original
anticipated shipment's sales proceeds.

The blocked account would release money to specific project
purpose accounts upon an exchange of letters or any release

e VN B Dt L - - - -
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mechanisms that ensures funds release only with the approwval
of the U.5. Govermment and the host country government. The
new specialized purpose project funded from sales proceeds

could use the accounting control system for bllateral projects
and regional organizations if desired.
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Recent Reports on Sahel Management Problems

A 1979 report that was helpful to the team in substan-
tiating its findings and recommendations for training is the
Denver Institute's draft repoiy, '"Mali Project Management
Performance and Development”.=/ This was conducted with the
objective "to design a course of study which will upgrade
administration and management skills of local employees of AID
projects.™ .

The report provides an excellent account of the variety
of management problems in Mali, which, we assume, are prevalent
as well in other Sahel missions. The problems identified
incelude a lack of accounting skills, and the need for improved
performance in financial accountability, and financial and
general management. The problems citad reflect the concemns
of both mission and host country personnel, and are similar
te those found by the team in Mali and Uppex Volta. They are
both technical and non-technical , the latter involwving
not so much the need for a new skill as much as a change of
attitudes and the use of different management and leadezship
styles as the situation requires. N

The Denver Research Institute included in its draft a
proposal program whose objectives for training Malian managers
included:

1. Develop an understanding of the "organization”
as a system (be it Ministry, firm or project),

- of the role and importance of objectives for an
organized activity, of the meaning and relevance
of strategy, of the nature of the management
process and the role of the manager.

2. Develop an understanding and appreciation of the
importance to an "Operation” of external relations
(with community, regional and local government,
other agencies, Ministry, donor), develop appro-
priate approaches to extarnal raslations and ability
to apply them.

3. Develop an understanding and appreciation of planning
as a process and as a management tool, of its
numerous applications (e.g., to activities and to
allocation of human, financial and material resources
at various organizational levels) and of its value
to management; develop the ability to apply basice
planning principles and to use selected, specific
techniques. i .

L/ AID contract with Denver Research Instirute of the University
of Denver.
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4. Develop- an understanding and appreciation of
the role of information and communications in
management, and of different information
systems and their components; outline a basic
information system and develop guidelines for
its adaptation to individual project needs.

5. Develop an understanding and appreciation of the
tools and uses of financial management, including
accounting, budgeting and control systems; learn
special requirsments associated with AID funding
and how to satisfy them. -

6. Develop an understanding and appreciation of human

: resources management; identify ways. to increase
delegation of authority (and responsibility),
accelerate decision-~making, reduce bottlenecks in
the authorization process, increase staff initia-
tive, increase effectiveness of advisory personnel,
incraease staff capability.

7. Develop an understanding and appreciation of the
implications of managing material, particularly
procurement, inventory control and maintenance
aspects; become familiar with tools and systems
relevant to project needs and special requirements
or problems in this area.

8. Develop an understanding and appreciation of the
concept and techniques of control, particularly
control by results (and objectives); identify
information needs for effective control; plan
control system development for "Operations”.

9. Develop an understanding and appreciation of the
importance ‘to an "Operation” of the marketing
function (with respect to technical services,
credit and materials).

10. Develop improved understanding and teamwork.
within the management ranks of individual
projects and between them and others with whom
they must interact, including AID personnel.

A more recent study published in December, 1980,£/ further
elaborites on management problems related to Sahel programs,

- perhaps Agency programs in general.

1/ Development is a Joint Effort, discussiom naper on Improving
the Effectiveness of USAID-I'unded Technical Assistance to
Mali, by James L. Rousch.




Discussed in the report as the fundamental causes of
project implementation difficulties are:

a. Insufficient USAID actention to the need for
joint GRM-USAID collaboration in project design
and formulation;

b. Inappropriate attitudes toward joint GRM-USAID-
contractor collaboration in project implementation
(and re-design when needed), particularly in
projects using the host country contracting mode;

¢. Inadequate planning during project design and
project implementation;

d. Misunderstandings regarding the purpose, uses and
costs of technical assistance and the means of
obtaining the maximum benefits from such assistance;

e. Problems of communication because of different
cultural patterms, values and life styles;

Ih

Inexperienced and inadequately trained GRM
Project Directors and USAID Project Managers;

g. Insufficient attention to the implications and
possible problems inherent in moving abruptly to
the host-country contracting mode and thus
inadequate preparation for that twansition.

The study also points out the need to involve the host
government at the early stages of a project, specifically at
the program plamning stage where USAID missions can determine
if their proposals are considered appropriate by the host
government for USAID financing.

The team considers it extremely important to make reference
to the previously cited studies as the tarms of reference are
not that dissimilar from its own. The principal difference
being the team's strategy for improving financial management
capability in Sahelian inter-statal organizations, and organiza-
tions managing local currency funds generated by the sale of

" PL 480 coumodities as well as bilateral projects. An even more

significant reason for citing these studies is the team's hope
that: some action will be taken to deal with the problems
identified. It is not only the team's impression, but. that of
consultant Rousch as well, that AID Washington was unaware of
the DRI report:

"Denver Research Institute . . . found a number of ]
weaknesses in the various elements of project manage-
ment, while also finding indications of a serious
concern for, and attempts at, improving project
management. Their findings appear just as relevant
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today as they were a year and a half ago. It is
very discouraging, therefore, to find little
knowledge of the existence of the draft report
and apparently no action taken as a result of it.

2/ 1pid.

2/
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Appendix D

Sahel Training Resources

In an effort to contact institutions already in place in
the Sahel which could conduct training courses for host country
and AID personnel, the team met with representatives of several
organizations in Upper Volta and threze accoumting firms in
Abidjan.

Pan African Institute for Develooment (PAID)

The Pan African Institute for Development (PAID) has many
years of experience in conducting management training coursas
in African natioms. Both short- and long-term programs are
available at PAID's training centers in Douala, -and Buea,
Camercon, in French and English respectively.

a—

Organization Privee pour L'Entreorise Veltaice (OPEV)

QPEV was established in 1970 to promote industry in Upper
Volta. Germany and Holland provide the principal support for
its operation which include lines of credit to businessmen,
plant construction, the conduct of pre-feasibility and
feasibility studies and training courses. Its activities
are coordinated with the Ministry of Industry.

Training in accounting is conducted both days and evenings,
the latter offering a degree program two nights per week over a
three year period.

OPEV is presently in the process of opening its Centre de
Perfeccionnment de Management which will provide a zrange
of courses in financial and general management,

Institut Universitare de Technologie (ITUT)

IUT is a member institutiom of the University of Quagadougou.

It offers a two year graduate program leading to a universicy
diploma. The first year technical courses include financial
analyses, business economies, business law, marketing and
management, among. others. During the students' second yeax
there is a basic core of courses with electives. in either the
field of management or commerce.

Although the IUT program was not looked -upon as a training
resource itself, it was felt that its staff could provide
assistance in training host country accountants in AID's
accounting system.
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Deloitte, Haskins & Sells, Abidian

D.H.S. worked on the Mali Livestock Project among others
in the Szhel. They made the following suggestions to improve
accountability:

Train people for specific tasks.

Train people on the job they perform.

Develop an accounting system for each project.

ST T I R

Develop with the project officer a timetable
for project implementation.

D.H.S. believes that its experience has afforded many
cpportunities to understand the problems and comstraints to
development in the Sahel, and-expressed a great deal of interest
in conducting training in accounting and financial management in
that area.

The firm also suggested that it participate in a seminar
for senior AID officials in Washington to acquaint them with
its impressions of management problems in the Sahel. It has
notified its Washington office in this regard.

Arthur Anderson, Abidjan

Arthur Anderson offers training courses in financial
management and is in the process of translating materials
into French to meetf the needs of developing countries. Among
those translated to date are:’ ‘

1. Auditing;

2. Cost Accounting;

3. Introduction to Financial Statements; and
4. General Accounting.

Arthur- Anderson. coriducts training in Abidjan which is
coordinated by its. internmational. headquarters in Geneva.
Training programs are designed following on-site surveys to
determine specific needs and. the. numbers and levels of people
to be trained. The Abidjan center also utilizes specially
prepared video tapes to introduce subject matter, and these
are followed by a question and answer period with an instructor.

Touche Ross, Abidian

Touche Ross carried out an accounting and management study
in the Sahel and concluded that people who are keeping records
ttave no idea why they're being kept.



Al

s

D-3

- The firm believes that education, as to how and why host
country institutions can benefit from accounting systems, would
be a necessary first step in a training program.

Touche Ross feels capable of conducting management training,
and pointed to. its highly qualified French speaking team that
introduced new financial management systems in Algeria.

. ———— e T e T e TR 1T e = T Ok
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Appendix E

List of Persons Visitad

I. Paris - QECD/Club du Szhel

Art Fell, U.S. Mission - OECD

Anmne de Lattre, Director, Club du Sahel
Georges Bourgoignie, CIDA Representative, Club du Sahel
Gérard Simulin, Budget Qfficer
M. Borius, Budget Director

M. Herve , Chief Accountant

II. Dzkar

Mel McCaw, Acting Director

Ray Ring, Controller

John Gruwell, Project Qfficer

Sam Rez, Program Officer

Julie Owen, Human Rescurces Development Officer

III. Quagadougou

Richard Meyer, Mission Director

Emerson Melaven, Deputy Dizector

Gary Byllesby, Controller

George Barwick, Financial Analyst

Joe Hill, Acting Controller

Cary Coulter, Program Officerxr

Michael Rugh, Deputy Program Officer

Allan Strom, Project Officer

Howard Thomas, General Development Officer

Al Smith, Project Officer

Samir Zoghby, Projecet Officer

M. Seck, Executive Secretary, CILSS

M. Madingar, Director d'Affaires Financiers

M. Elkhairy, Chief Accounitant, CILSS

M. Bayili, Accountant;, CILSS

Jeann Lan, CIDA

Peter Molt, UNDP

Claude Mottisr, Cooperation Suisse

Mamzdou. Dia, World Bank

M. Rouanda, Chief, Services D'Entretien des Routes
Secondaires (SERS)

Nacro Alidov Bachir, Directeur General de 1'QPEV

M. Triori, GOUV, Fond Developpment Rurale

Oudraogo Naboissom, GOUV Fond Developpment Rurale

Thierry Dewintre, Fimancial Expert, Organization Privee
pour l'Entreprise Voltaic (OPEV)

M. Jourdan, French Consultant to the GOUV Ministry of
Finance

M. Bonifade, PAID

Walter Benthe, Project Manager, OFNACER

Ray Nofsinger, Consultant on Project Design
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IV. Bamako

George Eaton, Acting-Director
Ernest Hardy, Controller

Pat Jacobs, Financial Analyst
Michael Dwyre, Program Officer
Myron Smith, Agriculture Development Officer

Robert Shoemaker, Design and Evaluation Officer

John Ford, General Development Officer

Tom Park, Project Officer

Maurice Fleming, Project Officer

Jon Anderson, Project Officer

Gail Shands, Project Officer

Kurt Fuller, Project Officer

Dr. Toure, Project Manager

Stanley Mills, Project Officer

Norman Rifkin, Human Resources Development Officer, SDPT
Peter Knebel, Health Qfficsr, SDPT
Farhad Vakil, Louis Berger Associates
M. Konate, Financial Manager, INSAH
M. Keita, Accountant, INSAH

Hansperg Von Bieler, OPAM

H. Pfistaresr, OPAM

Abdoulaye Niang, OMBEVI

V. Abidjan

G. Hedley Hunter, Deloitte, Haskins & Sells.

Richard E. Diamond, Deloitte, Haskins & Sells

Daryl Wyer, Director, Akintola Williams & Company
(Touche Ross Internatiomal)

M. Clomegah, Arthur Anderson
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Management Courses and Materials Available Through PM/TD

A. Management Development Programs

1. Analytical Skills Workshop - A two-week workshop for
project and management personnel to develop analytical
skills needed in the identification, planning, design
and implementation of projects in accordance with the
Congressional Mandate. Content deals with the various
concepts, tools and techniques related to diagnostic
analysis, data gathering, operational analysis, modeling
and systems dynamics.

2. Contracting for Non-Procursment Personnel - A two and a
half dzy course designed for project ofiicers and other
technical program and administrative employees who are
involved in operations which require contracting
activities.. The course covers zall types of contracts
and contracting procedures used by the Agency and
explains services available from the O0ffice of Contract
Management.

3. Manager's Role in Perscnnel Management - A five-day
course for all supervisors and managers to help increase
awareness of the operation of AID's personnel administra-
tion/management system. The focus on the areas cf lzabor
relations, equal employment opportunity, human relations,
employee relations, and AID's classification system.

4. Procedures in Financial Management - A two-day course
designed f£or project ofricers and other technical and
administrative personnel whe are invelved in cperations
which require financial activities. The ccurse will
emphasize the AID budget cycle and finaneial aspects of
project design and program/project implementation.

5. - Project Desien and Evaluation (PD&E) Workshop ~ In this
one week seminar, the system utilized by AID to design
and subsequently evaluate projects is described and
discussed in some detail. Participants are exposed to
some of the working procedures of AID, and the essential
concepts of project design and analytical methodologies
with the "logiecal framewozrk" as the central referent;
then are given the opportunity to exercise their knowledge
and. skills by develeoping and analyzing project case situa-
tions, as team members of small working groups.

6. Project Management Implementation - This is a two week
course 1in AlD-speclfic project management fundamentals --
emphasizing the collateral technical and procedural
aspects of AID project implementation for AID project
officers and their host country counterparts.
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Video Tapes Available Through the Media Extensmon 1='rlt:r.r;a.t:z.m'i
Training Service (MEETS)

1.

Project Design & the Logical Framework - This module
offers you basic knowledge about the ' Logical framework"
as a praject-level design tool. This knowledge
includes: reasoms for using the logframe, assumptions
implicit in it, key requirements for using it wisely,
and limitations you can expect to find. Length - 45
minutes.

Heuristic Problem Solving - An exercise involving an
abstract situation to highlight the mental processes
involved in heuristic problem solving. Lemngth - 45
minutes. .

Concept of Redumndancy -~ In designing and operating
organizations, two important aims are error aveoidance
and system rellabllity Redundancy reduces an organiza-
tion's vulnerability to intermal failures of performance
and judgment. ZLength - 30 minutes.

Categories of Decision Making - Two decision-making

- strategies presented in this tape are pragmatlc

decision making" and "bargaining and negotiating”.

Other strategies presented include '’ programmed decision
mzking” and "inspirationmal decision making”. Length -
30 minutes.

Modeling for Management - This presentation expanas‘
on the theory and principle of the organizational model.
Length - 50 minutes.

ATD Procurement Planning and Contracting Procedures -

A discussion of the rtole of contracting in carrying out
AID programs, services provided by the Office of Contract
Management, procurement planning, and writing work
statements. Length -~ 45 minutes.

PERT #1: Operational Systems for Project Managers -
Systems are used in dirfferent aspects of management
from the plamning, through implementation, to the
evaluation orocess Some systems are more important
at one.particular point while others are useful for
the whole gamut. Three categories of management
information systems are discussed: 1) Status;

2) Control; and 3) Comprehensive. Length - 40 minutes.,

PERT #2: Line of Balance - An operating support system
that managers can use in monitoring the status of their
projects. Length - 40 minutes.

The Systems Approach: Analysis and Design Strategies -
Discussion of the. conventional strategy f£or systems




design and analysis, and the systems perspective
used in development planming. Length - 435 minutes.

Project Implsmentation Course for AID Project Officers
prepared by Development Associates, Inc. -~ Course designed
to help Project 0fficers better understand their implemen-
tation responsibilities and improve their performance in
implementing contracting, financial management, commodity
procurement, paxrticipant training and project moniteoring.




Praft of Pregualificarion and Design Questionnaire

Donor:

Yes

Ho

N/A

Comment

A. GENERAL

1.

Will there be Involvement of AID
perasonnel at the operating level
of the project to provide:

a) representation at the top
management level?

b) accounting expertise?
¢) technical expertise?
Will AID be providing an on-site

representative to monitor the
agcounting and reporting process?

. - Has a project budget been esta-

blished which ldentifies.each of
the following:

a) Schedule of disbursements?
b) Schedule of cash requirements?

c) Projected cash flows
(Funds Flow Statement)?

Can you estimate the time lapse
between the lnitiation of a request
for funds by the organization and
the date 1t actually recelves the
requested funds?

a) For USAID financial contributions?

b) For Host Country financial
contributions?

7 XTIpusaly




Donor:

Yes

No

"‘N/A

Comment

HOST COUNTRY CONTRIBUT;ON

1.

AID

Will the financial contribution
promised by the Host Country be
reflected separately:

a) in the main estimates of the
recipient? '

b) in the budget of the Ministry,
Department, or organization?

Do the organization's regulations
and by-laws permit recipient
country financial contributions
to be deposited to an account
segregated from its general
operating funds?

If requested by AID could the Host
Country or organization take its
financial contribution at the
beginping of its fiscal year, or
at predetermined dates? :

PROJECT FUNDING FINANCIAL CONTROLS

Will the funds provided by the USAID
for this project be physically segre-
gated from other operating funds of
the organization (separate project
bank account)?

Will interest earned on AID funds be
deposited to a separate bank account
where it will accumulate and remain
on deposit until such time as Instruc-
tion is recelved from AID on the
disposition of this revenue?

=
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Donor:

Could the organization malatain a
separate accounting coding system,
speclfically designed for a USAID
project for the purpose of recording
encumbrances and disbursements on a
prespeclfied category basis?

Will allocation of the expenditure
categories be compiled at the field
sites and totals by activity be
reported to the central reporting
unit or will all accounting be done
Trom the centralized point?

Can the organization prepare within
thirty days of the end of each
quarter, :

a) an expenditure report by activity?
b) costs incurred for the period?

c) estimated costs incurred but not
paild?

d) estimate of next reporting
period's expenditures?

For major projects, is it reasonable
to expect the implementing organiza-
tion to prepare documented procedures
and organization charts specifically
for the project outlining the:

a) operating authority levels?

b) signing authority levels?

¢) project accounting procedures?

d) reporting guidelines and
procedures?

Yes

No

N/A

Comment

L]
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Donor:

7. Will the procedures be mutually
agreed upon by AID and the organi-
zation before they are adopted?

8. Will multi-copy, pre-numbered
official recelpts be issued for
all incoming funds?

9. Are all digburaemenﬁs except those
from petty cash, made by check?

10. Will checks used for project
disbursements be pre-numbered and
controlled?

11. Will volded checks be presented
and filed after appropriate
-invalidation?

12. Will thexe be a written prohibition
" against:

a) drawing checks to cash or bearer?
b) signing checks in advance?

13. Will all checks be signed by a
minimum of two persons?

14. 1Is the check signing authority
limited to one executor who does
not have access to accounting
records?

15. Will authority levels for the
slgnature of checks be established
and documented?

16. TFor grant-financed projects, would
you agree to have an AID project
representative as one of the
signatories for all checks?

4+ i
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Yes

No

N/A

Comment

-
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bonor:

17.

18.

19,

20.

Will each check signatory be
presented with a full set of
supporting documentation.for
review prior to his glgnature?

Will bank accounts be reviewed and
reconciled monthly by persons other
than those involved in the check
issulng or cash handling process?

Do bank reconciliation procedures
provide for:

a) accounting for check numbera?

b) comparison of all checks
including voided ones with the
check register or cash book?

L}
c) inspection of signatures and
endorsementa?

d) investigation of old outstanding
checks?

e) tracing and reviewing bank
transfers?

Will there be documented control
procedures for payments to be made
from petty cash or impreat fundst

FINANCTIAL REPORTING

1.

Does the organization have adequate ’
reaources to:

a) prepare a quarterly finaneilal
sfatus repork?

b) prepare a quarterly cash flow
report?

Yes

No

N/A

Comments




Donor:

¢) prepare each of these reports
within 30 days of the end of
each quarter?

d) prepare a monthly bank
reconclliation?

2. Will reports be received by the
USAID within 60 days from the end
of the quarter?

3. Can accounting data be effectively
transmitted from remote project
sites to the entity's headquarters
preparing the financial reports?

4. 15 the organization audited by an
external or internal auditor?

a) By whom?
b) How often?

¢) To whom would the audit reports
be issued?

S. In addition to AID audits agreed
upon in the project agreement, is
the organization willing to have
the project accounts audited by a
private accounting Firin mutually
agreeable to AID &nd the otrganiza-
tion?

6. Are sufficient persomnel currently
on board toe handle the required
financial accounting and management
of this project?

7. What is the relationship of the
accounting division to management?

a) To whom is the head of
accounting responsible?

Yes

Mo

N/A

Comment
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Donor:

10.

11.

12.

b) Who monitors the accounting
functionsa?

How does organizatlonal management
presently develop and use accounting
information?

a) Which reports or data are
pregently a part of the system?

What are the present existing
financlsl practices, such as the
fiscal year, the budgeting cycle,
etc,?

Does the organization. have previous
experience with this donor?

a) With other donors?
b). On what types of projects?
¢) For what Period?

Is any standardization of accounting
possible?

Have the recurrent requirements from
the organization for this project
been fullg exglored, explained and
accepted by the organization?

E. CONTROL OF PURCHASES

1.

Does the organization have a
separate purchasing department
responsible for the purchasing of

all material, supplies and equip-
ment? '

Yes

No

N/A

Comment
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10.

11.

-

Is the function of receiving
materials performed by persons
independent of the purchasing
department? '

Are serially numbered bons de
commande used for all purchase
transactions? ’

Are bons de conmande gsent to the
Finanelal Management Office and used
in' the verification of invoilces?

Does the Financial Management 0Ffice
account for the serial number
sequence of bons de commande?

Are there limitations by bons de
commande amount for certain
émployees?

Do procedures exist to prevent
the issuance of numerous bons de
commande in small amounts rather
than use of petty casht?

Are price files maintained for
items purchased frequently?

Are all materials recelved at a
central location, counted and
inspected, and controlled by pre-
numbered receiving reports?

Are teceiving reports sent to the
accounting department and used in
the verification of invoices?

Does the accounting department
account for the sequence of serial
numbers of recelving reports?

Yes

Ho

N/A

Ccomment:

¥
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Donor:

12.

13.

Are returned purchases recorded
by the shipping department on
shipping documents, and are
these documents reconciled with
credit memoranda received from
suppliers?

Are invoices and supporting
documents perforated or otherwise
marked when approved for payment,
in a manner which precludes the
possibility of submission a second
time?

Yes

No

N/A

Comment




