
RURAL PRIMARY EDUCATION PROGRAM
 

PROJECT NO, 522-0167
 

USAID/HONDURAS
 

AUDIT REPORT NO. 1-522-83-16
 

SEPTEMBER 23, 1983
 

Limited progress had been made on this 
$27 million Rural Primary Education Program 
inHonduras. The Ministry of Education has 
had serious difficulties meeting the re
quirements of the sophisticated Fixed knount 
Reimbursement system used to finance the 
project activities. AID provided the Min
istry advances totaling $2.2 million for 
construction working funds. The Ministry 
had spent the advances but they had been 
unable to liquidate 32 million of the ad
vanced funds. The Ministry had been unable 
to liquidate the advances because the con
struction of project units did not meet the
 
agreed to specifications. Accordingly,
 
construction had been virtually at a stand
still since December 1982.
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RURAL PRIMARY EDUCATION PRORI
 

PROJECT NO. 522-0167
 

USA!D/HONDURAS 

EXECUTIVE SUMMARY 

This report covers an audit of the Rural Primary Education Program (No. 
522-0167) being implemented in Honduras with the assistance of AID. The 
project totals about $26.9 million and is being financed by USAID/Honduras 
($15.0 million), the Govrnment of Honduras ($8.9 million), and the partici
pating Honduran communities ($3.0 million). The specific objectives of the 
program are: (a) to construct 2,100 new classrooms; (b) to renovate about 
1,000 existing classrooms; (c) to construct 600 teacher housing units; (d) 
to establish a nationwide maintenance program for rural primary schools; and
 
(e) to improve nationwide educational supervision and in-service teacher
 
training systems.
 

The audit was made to (a)evaluate program achievements and results; (b)
 
to determine if the program was being implemented in the most effective, 
efficient, and economical manner; and, (c)to identify potential or actual 
problem areas in need of management's attention. In brief, the conclusions 
of our audit are:
 

(a) Progress was discernible in some areas, but the Rural Primary Edu
cation Program was facing some very serious problems. Classrooms 
and other structures (workshops, latrines, school water systems, 
etc.) were being constructed and renovated. Also, a major portion
 

of the funds advanced by USAID/Honduras had actually been expended.
 
Although the new classrooms appear to be well constructed, the 
Ministry of Education (MOE) had difficulty completing them according
 
to the technical specifications established under the Fixed Anount
 

minor (latrineReimbursement (FAR) System. Most deficiencies were 
pipes, locks, benches, windows etc.). However, given the ground
 
rules of the FAR system, USAID/Honduras was unable to accept the
 

million
classrooms or the structures and to liquidate nearly $1.9 
in outstanding advances. Construction and renovation activities
 
have been virtually at a standstill since December 1982 due to the 
lack of funds (page 6).
 

(b) The majority of the problems on this project can be attributed to
 
lack of coordination
inefficiencies of units within the MOE and to a 

of the different interrelated activities. Coordination within the 
MOE was complex and was not effective. Project management respon
sibilities were not clearly defined. Authority of the different
 
MOE participating units was not clear. There was competition and
 
sometimes a lack of cooperation among the different units. The
 
required accounting system with adequate internal controls had not
 
been established to properly manage project resources.
 



(c) The procurement and subsequent management of commodities was also a 
troublesome aspect of project implementation. We found a number of 
problems related to the commodity procurement cycle; specifically, 
they related to planning process, specifications, the National Pro
curement Office, commodity management, and storage facilities (page 
15).
 

(d) The progress on the Teacher's Housing component was extremely limited; 
only five (of 600) units had been completed. The design of this 
component was faulty (page 18) 

(e) The MOE had made a start to implement the nationwide maintenance 
system component. However, the level of current effcrt did not
 
appear to be such that the nationwide objectives can be achieved 
during the life of this project. (page 18).
 

(f) Project equipment was not being properly maintained. Five vehicles 
had been procured under the project. Only two were in operation, the
 
other three were out of service due to the lack of spare parts. As a 
result, some of the project activities -- like inspection of con

-- had to bestruction sites, visits by teacher trainers and others 

curtailed or rescheduled (page 20).
 

We discussed our findings and recommendations with USAID/Honduras during 
the review at an exit conference. In addition, a copy of this report, in 
draft, was reviewed by USAID/Honduras and its comments were taken into account
 
in finalizing this report.
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BACKGROUND ND SCOPE
 

Background 

On July 31, 1980, USAID/Honduras and the Government of Honduras (6OH) 
signed an agreement to implement a $26.9 million Rural Primary Education Pro
gram. Under the terms of this agreement, the broad goal of the project is to 
improve the well-being of the Honduran rural poor by increasing the rural 
primary school enrollment and reducing the number of student/years required to
 
produce a sixth grade graduate.
 

more specific purposes of the project are (a) to expand and improveThe 
the physical infrastructure of the primary educational system in the rural 

primary school age population
areas thereby keeping up with the growth of 

while increasing the percentage of the enrolled population, and (b)to improve
 
the quality of primary education received in rural schools, thus reducing the
 
primary school desertion rates.
 

The project isto finance four major components:
 

to
(a) The School Construction and Renovation Component was designed 

construct 2,100 new classrooms and to renovate about 1,000 existing 
classrooms infive departments of Honduras.
 

(b) The Teacher Housin9 Component was designed to construct 600 teacher
 
housing units and relocate teachers from the urban to the rural areas.
 

(c) The Rural School Maintenance System Component was designed to estab
lish a nationwide maintenance program for rural primary schools. 

(d) The Educational Supervision and In-Service Training Component was to
 
improve nationwide educational supervision and in-service teacher
 
training systems.
 

A more detailed description of the above components may be found in Annex 
I of this report. 

The Fixed Amount Reimbursement (FAR) System is used by USAID/Honduras as a
 

financing mechanism for certain components of this project. We are providing
 
some background at this point and a more complete description of the FAR sys
tem may be found inAID Handbook 3, Apendix F. Briefly, the primary distinc
tion between the FAR method and the traditional cost reimbursement method is 

cost. Rather, the amount of reimthat reimbursement is not based on actual 

bursement is fixed in advance based upon reasonable cost estimates reviewed
 
and approved by AID. Reimbursement is made upon physical completion of a 
project, a subproject or a quantifiable element of the project. The emphasis
 
in this method is that reimbursement is based on planned outputs rather than 

(a)the definition of
inputs. There are two essential aspects of this method: 

a total project (subproject or a quantifiable element within a project), the 

onpreparation of cost estimates, and an agreement in advance the amount of 
AID's contribution; and (b)the reimbursement upon satisfactory completion of
 

the agreed upon work.
 



It is AID's policy to use the FAR System for low-cost, short-term projects
 
(generally two years or less), or projects which can be divided into segments
 
small enough to enable the executing agency to complete the subprojects or 
elements within the project before receiving AID reimbursement. An important 
criterion that must be met is that AID make a determination that the subpro
ject or element has been completed prior to reimbursement. If the subproject 
or element is not completed according to agreed upon specifications, then the 
reimbursement request must be denied. Prior to using this method of finan
cing it is important for the Mission to assure itself that the recipient 
organization has sufficient qualified staff and experience to proceed with 
effective implementation of the project. 

There are a number of variations in the FAR method which can be followed
 
by AID. While these variations differ in important aspects from the standard
 
FAR method, their use meets some of the objectives and advantages of the FAR
 
method. The variations include advancing AID funds to permit an implementing
 
agency to begin work, providing provisions to periodically change the amount
 
AID will reimburse for specific activities, and agreeing to reimburse a fixed
 
percentage of actual costs of completed prolects.
 

The FM system used by USAID/Honduras for the Rural Primary Education
 
Program does not specifically fit into any variations discussed in the AID
 
Handbook. Itworks in the following manner:
 

(a) It allows for an advance of AID funds to a special account at the
 
Central Bank of Honduras. The special account was entitled 'Ministry
 
of Finance and Public Credit, Rotating Fund, Loan AID No. 522-V-040,
 
c/o Office of Public Credit.* The first advance made by USAID/
 
Honduras totaled 3340,000; the advance was gradually increased to
 
nearly $2.2 million.
 

(b) The special account was established on August 10, 1981 and was to be
 
used for the purpose of purchasing materials to construct 150 class
rooms in three lots. It was later decided to purchase all materials
 
in one lot. In agreeing to this large procurement, USAID/Honduras
 
stipulated that "... construction materials and equipment acquired 
with the advance will be warehoused in secure facilities which will 
protect the materials against deterioration, fire, and theft, and 
that qualified warehousemen will be contracted to follow carefully 
designed control procedures for materials and equipment that enter 
and leave the warehouse". 

(c) The technical specifications and AID's reimbursable costs, under the 
FAR System, were set out in several Letters of Implementation. The 
following structures -- and AID's share of the cost -- were being 
funded by this project: (i)complete classrooms ($3,000); (11) addi
tional classrooms ($2,650); (111) completed individual workshop
 
(6,000); (iv)additional workshop ($5,000); (v)teacher housing type
 
A ($4,350); (vi) teacher housing type B ($3,100); (vii) latrines
 
($600); (viii) wells ($300); and rainwater catchments (range $425 to
 
$2,400, depending on module).
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(d) The FAR reimbursable rates were originally set on the basis of exper
ience under a previous loan (No. 522-V-031) which was also for the 
construction of educational facilities. According to the agreement,
 
the rates were to be reevaluated and adjusted once a year, upward or
 
downward for future reimbursements, based on costs recorded in books
 
and maintained by the MOE.
 

(e) The funds advanced to the special account are to be liquidated at the
 
agreed upon FAR rates as the units are completed and accepted by 
AID. A revolving fund mechanism was to be instituted.
 

The total cost of the project was estimated at $26.9 million. Project 
funds include an AID Loan ($13,850,000); an AID Grant ($1,150,000); a GOH 
contribution ($8,900,000) and a comunity contribution ($3,001,000). The 
approved Financial Plan is shown in Exhibit A. As of our cut-off date, May 
31, 1983, USAID/Hondiras had provided the GOH a total of $2.2 million in 
advances. Of these advances, only 1339,000 had been accounted for as expendi
tures. In addition, USAID/Honduras made direct disbursements of $346,032 for
 
the purchase of vehicles, technical assistance and other minor items. Thus, a
 
total of $685,032 in project expenditures had been financed with AID funds and
 
there was an unliquidated advance of $1.86 million as of May 31, 1983. See
 
Exhibit A for details on project funding.
 

Scope Of Audit
 

This is our first audit of the Rural Primary Education Project. It was 
requested by USAID/Honduras because the project had run into financial diffi

1980 to May 31, 1983.
culties. The audit covers the period from July 31, 


The objectives of the audit were: (a) to evaluate program achievements; 
(b)to determine i, the program was being carried out in an effective, effi
cient and economical manner; and (c)to identify problem areas which required
 
management's attention.
 

The audit was conducted in accordance with generally accepted governmental
 
auditing standards. Accordingly, it included reviews of records and files of
 
USAID/Honduras and the various GOH agencies; discussions with officials of 
these organizations; field visits to 32 school sites; and such other auditing 
procedures considered necessary under the circumstances.
 

The results of the audit were discussed with USAID/Honduras officials and
 
GOH officials during the audit and at an exit conference. A draft of the 
report was provided to USAID/Honduras for review and comment. Its comments 
were considered inpreparing the final report.
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AUDIT FINDINGS. CONCLUSIONS ANiD REW NIENDATIONS 

.An Overall Assessment of Project Goals and Accomplishments 

In general, the Rural Primary Education Program had very serious problems. 
1983 on the different components was significantly lessProgress as of May 31, 


than planned. Many school classrooms and related structures (workshops, lat
rines, water systems, etc.) were being constructed. Although the new struc
tures appeared to be well constructed, they did not meet the technical speci
fications required under the Fixed Anount Reimbursement (FAR) System and could 
not be accepted by USAID/HOnduras. Whole structures were rejected for minor 
defects, such as locks, windows, benches, small closets, latrine pipes, etc. 
Some were rejected because they lacked water facilities. In addition, one of
 
the components -- the construction of 600 teachers' housing units -- was not 
realistically designed. The program had many implementation problems which 
will be described later in this report.
 

Many interrelated factors created situations which led to the problems in
 
this project. The three most significant problems were: (a)the MOE Construc
tion Unit was not efficient and had problems with the sophisticated FAR reim
bursement system; (b) the MOE lacked an effective organizational mechanism
 
that could coordinate and help implement the different interrelated components;
 
and (c)the MOE lacked an adequate accounting system with its related internal
 
controls to account for and safeguard the resources of this project.
 

Our review of project files and discussions with USAID/Honduras personnel 
disclosed a substantial improvement in monitoring activities compared to the
 
situation found in our audit of Loan 522-V-031 (A/R No. 1-522-81-9). For the 
most part, project personnel seemed to be aware of many of the problems affec

were areas
ting implementation. However, there certain where improvements
 
would benefit the program.
 

Considerable progress had been achieved under the Educational Supervision
 
Despite the lack of necessary facilities,and In-Service Training Component. 


equipment, supplies and budgetary support, the training unit -- with close
 
guidance and support from the Mission -- had achieved considerable progress in
 
most of the planned areas. In-service training had been provided to approxi
mately 800 participants, and additional workshops were planned for the remain
der of calendar year 1982. 

Trainers were working very well as a team and trainees were highly recep
tive and motivated. Technical assistance for the most part had been effective 
and successful. Additional technical assistance was expected to begin by July
 
1983. Selection of participants for training abroad was being finalized and 
the last group was expected to leave the country by mid-year. A detailed
 
work-plan was designed and adopted by the unit and its implementation was on
 
schedule.
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The Mission had diligently worked with the GOH in order to find the needed
 
facilities and budgetary support that would enhance the unit's ability to
 
improve its performance. To this end, substantial progress had been made
 

In additowdrds the construction of the in-service teacher training center. 

tion, efforts were being made to locate the furniture and equipment bought for
 
the unit under the preceding loan, 522-V-031, and to secure the needed coun
terpart funding for supplies and per diem. The use and control of previously
 
provided furniture and equipment isdiscussed later in this report.
 

The status of the construction, renovation, and teacher housing components,
 
as of May 31, 1983, was:
 

Project Accepted In Total
 
Goal 1/ By AID Progress Starts
 

Classroom Construction 2,100 90 493 583
 
Classroom Renovation 1,000 75 314 389
 
Teacher housing 	 600 0 5 5
 

Total 3,700 165 812 977
 

Several conclusions may be drawn from the above table. First, there were
 
measurable achievements under this component. A total of 977 units of con
struction and renovation had been started. Second, only 165 (17%) of the
 
(977) total starts had been accepted by USAID/Honduras; the remaining 812
 
(83%) were still shown as min progress. Third, 34 months of the life of.the
 
project had expired and only 23 months remain for its completion; thus, the
 

project was significantly behind its implementation schedule and the desired
 
not be fully achieved by the current project completion date.
goals will 


Fourth, the teachers' housing component stands little chance of being achieved.
 
Construction and renovation activities had been virtually at a standstill
 
since December 1982 because of financial difficulties. Discussion of this
 
problem begins on Page 6 of this report.
 

Progress inestablishing a nationwide maintenance system was very limited.
 
Efforts to date had not been sufficient to achieve the nationwide goals of the
 
project (see page 20). It maKes sense to reduce the scope of this component
 
to one of a pilot project.
 

The financial and administrative affairs of this project on the part of
 
the GOH (MOE) were in disarray. More to the point, the MOE did not have
 
adequate accounting books or records on the program. Information on GOH and
 

were
community contributions were not readily available. Internal controls 

deficient.
 

1_/ 	 These are the final goals for the project. The completion date for the 
project is April 30, 1985. 
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The procurement and subsequent management of commodities represented a 
major block to the efficient and economical implementation of this project. 
Our review showed problems in almost every phase of the procurement cycle. 
This affected project implementation in different forms. Procurement of much 
needed vehicles, tools and materials had not been completed at the time of our 
review due to technical and budgetary constraints. In addition, conflicting 
GON policies and regulations added to the confusion and further delayed the 
procurement process. It was not clear when procurement documents would be
 
completed.
 

The above conclusions are discussed more fully in subsequent parts of this
 
report. We believe that unless changes are made in the design and management 
of this project, the expected objectives will not be fully achieved.
 

The Construction Component of the Project Was Virtually At a Standstill
 

Summary. Classrooms and related structures were being constructed and
 
renovaTd. Also, a major portion of the funds advanced by USAID/Honduras had 
actually been expended based on the quantity of construction that had taken 
place under this program. However, the MOE was having difficulty completing 
the classrooms and structures according to the technical specifications estab
lished under the FAR reimbursement system. The ground rules of the FAR reim
bursement system are very strict. Therefore, USAID/Honduras was unable to 
accept the construction and liquidate large amounts of the outstanding ad
vances. Also, interrelated factors were contributing a series of complica
tions and the revolving fund mechanism was not functioning. The end 	result
 

standwas that construction and renovation activities had been virtually at a 

still sincn December 1982 due to the lack of funds.
 

Background. The following interrelated factors played a role in the
 
implementation of the construction component:
 

(a) School structures being constructed were: two types of teachers' 
houses (A& B), complete or additional classrooms, complete or addi
tions to workshops, latrines, and water systems. Renovations of old 
schools were also being made.
 

(b) The MOE Construction Unit was responsible for the actual construc
tion or renovation of the school structure.
 

(c) The MOE Coordination Unit was to handle coordination, administration,
 
financial affairs, etc. and other related activities.
 

(d) Procurement of needed material was made by the MOE through the GOH
 
National Procurement Office.
 

(e) USAID/Honduras financed 50 percent of the cost of renovations; the
 
GOH and the Honduran communities split the remaining 50 percent.
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(f) 	 USAID/Honduras and the MOE agreed from the beginning to use the Fixed 
Anount Reimbursement (FAR) Method or System to finance the cost of 
construction. Under this procedure, there was an agreement by both 
parties on the detailed technical specifications of the structures. 
There was also an agreement on the amount that USAID/Honduras would 
reimburse the MOE for completed structures.
 

(g) 	USAID/Honduras provided a series of advances -- eventually adding up 
to 32.2 million -- to the MOE as working capital. The outstanding 
advances at the time of our audit totaled $1.9 million. These advances 
were intended to create a revolving fund mechanism whereby advances 
would be liquidated, and new funds provided, in step with acceptance 
of completed units. 

(H) 	USAID/Honduras mj ' inspection visits to the construction sites and
 
examined the technical specifications of the structure and either 
accepted or reje':ted the construction. The rigidity of the terms of 
the FAR System did not permit partial acceptance, i.e., the struc
tures must be either totally accepted or totally rejected. If the
 
structure was accepted, the MOE Was reimbursed for the unit. If the
 
structure was not accepted, no reimbursement was made to the MOE.
 

Implementation Status. Implementation of the construction/renovation
 
component had serious problems. Work on approximately 977 units was started. 
However, only 165 had been accepted as completed structures by USAID/Honduras.
 
The remaining units (812) were in different stages of construction. According
 
to the MOE, approximately 85 of the 812 units were completed but had not been 
accepted by USAID/Honduras because they lacked a water system.
 

Construction had started on 583 of the 2,100 classrooms to be completed 
under this phase. Of these 583 classrooms, USAID/Honduras had accepted 90 
units and the remaining 493 units were in various stages of construction.
 
During our audit, we visited 32 schools. Of these, USAID/Honduras had accepted
 
10 school structures (they Included combinations of classrooms, workshops,
 
latrines, and water systems). Of the remaining 22 school structures, six were
 
being constructed and the other 16 were for all intents and purposes completed.
 
However, they did not meet the technical specifications; some of the deficien
cies were minor, such as (door locks, finishing paint, the AID sign, and ven
tilation tubes in latrines were missing). The major problem was the lack of 
water at the facilities; to help resolve this problem, USAID/Honduras and the
 
GOH developed and agreed on two possible alternative water systems which could
 
be used at the school sites.
 

In the case of renovations, the records showed that work had started on 
389 classrooms. Of these, 75 had been inspected and accepted by USAID/ 
Honduras. According to MOE rcords, 120 of the remaining 314 classrooms were 
complete but had not been inspected by the USAID/Honduras Engineer. The 
remainder (194) were in process of completion. 

Of the five units of teacher housing started, none had been accepted by 
USAID/Honduras. We visited one of the units and found that It was essentially 
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complete, but the HOE had not installed three window glass panes. The house
 
had been rejected by the USAID Engineer in January 1982 and the MOE had not 
corrected the situation five months later.
 

Financial Situation At the time we started our audit, the project was in 
serious financial difficulties. The inefficient performance of MOE's Con
struction Unit had not permitted the revolving mechanism of advances to func
tion and the $2.2 million that AID had advanced had been spent. In additions 
the MOE reported that it had spent an additional $1.1 million. This left the 
unit without funds to operate. The end result was that construction and reno
vation activities had been virtually at a standstill since December 1982. 

Construction and renovation of school structures had actually taken place. 
The funds advanced by USAID/Honduras were expended on these activities. The 
new construction appeared to be very good but the structures were not being 
completed by the MOE according to agreed upon technical specifications. As a 
result, advances could not be liquidated by USAID/Honduras and the revolving 
fund mechanism could not function. The roots of the problem were attributed 
to several interrelated factors. An explanation of the causes and applicable 
solutions and reconnendations is stated below. 

A ma or Problem was that the HOE did not have a time-phased implementation 
Plan for the Protet. When the project started, the MOE carried out a complete 
inventory of the schools in the five targeted departments. As a result, an 
education map was developed which provided a comprehensive listing of the 
construction or renovation needs of each department. The units earmarked for 
construction or renovation were selected from this inventory listing. However, 
the MOE's Construction Unit failed to develop from the beginning, an adequate 
time-phased implementation plan which would have coordinated progress of con
struction with availability of required material and labor inputs. The result 
of this lack of planning became evident with the progress of the work. As 
the number of subprojects increased, the Construction Unit's difficulties in 
overseeing and coordinating activities continued to increase. As a result, 
the flow of materials and inputs to the construction sites became a major 
problem. This was further complicated because the Construction Unit spent a
 
great deal of its time competing for control over financial and administrative 
matters and insufficient time on the oversight of the project (this is dis
cussed in another section). As a result, decisions as to the priorities of 
units to be constructed and the utilization of resources continued to be made 
inan unplanned manner.
 

In the meantime, USAID/Honduras' efforts to keep the project going turned 
out to be fruitless. Due to the lack of adequate workplans and supervision 
by the MOE, additional advances were spent in an unplanned manner until all 
funds were exhausted and activities had to be halted. The result has been a 
project record of poorly planned and implemented activities which produced a 
significant number of unfinished units and the acquisition of large quantities 
of materials. Some of the materials on hand were beginning to deteriorate due 
to the elements and vandalism; in the long run, this practice will result in 
the project costing more and producing less.
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Recarmmendatlon No. I
 

IJSAID/Honduras should obtain from the NOE a detailed
 
implementation plan designed to ensure the immediate
 
completion of the unfinished units and the proper
 
coordination between material and labor inputs for
 
future construction activities.
 

Recommendation No. 2
 

USAID/Honduras should advise the GOH that, for future
 
construction, reimbursement will be made only for
 
units selected from the approved time-phased imple
mentation plan.
 

Another major problem is that the MOE's Construction Unit had not been
 
ableto develop the required efficienc to fully handle the sophisticated FAR
 
Sstem. The FAR system is a sophisticated financing mechanism. It is for
 

T reason that AID's handbook state that prior to using this method of
 
financing it is important for the Mission to assure itself that the recipient
 
organization has sufficient qualified staff and experience to proceed with
 
effective implementation of the project.
 

On the basis of our examination, it is obvious that the sophistication of
 
the FAR system was creating problems for the inefficient MOE Construction
 
Unit. This unit was constructing the agreed upon structures, but was not
 
completing them in accordance with the agreed technical specifications. Many
 
units were rejected because of minor deficiencies, such as, missing locks,
 
finishing paint, proper signs and ventilation tubes. However, the Construc
tion Unit lacked the efficiency to return to the unit and complete it for
 
acceptance. Since the terms of the FAR system are very rigid, the whole
 
structure can not be accepted even if it has only minor deficiencies. This,
 
in turn, set in motion a whole series of adverse effects. Since the funds
 
were spent on almost totally completed units, the cash available for the
 
project was soon depleted. Additional cash could not reasonably be provided
 
to the project through the revolving fund mechanism because the units were not
 
accepted and the outstanding advance was so large it became unmanageable.
 
Some way must be found for the MOE's Construction Unit to more effectively
 
manage its operation.
 

USAID/Honduras was doing an excellent job of inspecting and evaluating
 
construction and renovation activities and we do not believe its approach
 
should be changed. However, there needs to be a closer follow-up of rejected
 
school structures to ensure that the MOE is clearing the deficiencies in a
 
timely manner. For instance, the deficiencies on a teacher's house had not
 
been corrected in a five-month period; this tied up about $4,350 which could
 
have been liquidated from the advances with the addition of three panes of
 
glass to the house. We saw 16 classrooms (plus related structures) which
 
required the addition of only minor items before they could be accepted as
 
completed units. We zuggest that USAID/Honduras continue to hold conferences
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with the MOE to reinforce the way the FAR system and the revolving fund mecha
nism work. In addition, USAID/Honduras and the NOE were in the process of
 
developig,a computerized system to follow-up on completed but rejected struc
tures. The system had not been completed at the time we left Honduras. The
 
following recommendation ismade pending the actual completion of the action.
 

Recommendation No. 3
 

a
USAID/Honduras should assist the MOE to establish 

computerized follow-up system of rejected school
 
structures, and a plan to systematically follow-up on
 
their status
 

Counterpart funds will be used to alleviate the financial situation of the
 

project. Towards the end of our audit, USAID/Honduras and the GOH negotiated
 
an agreement whereby L.3.0 million (equivalent to US$1.5 million) would be
 
provided to the project by the GOH from funds generated under the Economic
 
Support Fund grants. As part of this agreement, USAID/Honduras carefully
 

evaluated and determined the MOE's cash operating needs. The Mission also
 

developed an advance recoupment schedule that will ensure the prompt and
 
liquidation of the outstanding advances without impairing project
effective 


a step in the right direction and that no
implmentation. We believe this i$ 

recommendation is necessary.
 

USAID/Honduras needs to accelerate inspection of renovated classrooms. As
 
discussed earlier in this section, renovations had been made to 120 classrooms
 
which had not been inspected by the USAID/Honduras engineer. Here again,
 
advanced funds had actually been expended on renovations but the advance could
 

not be liquidated and the revolving fund mechanism replenished until the reno

vations are accepted by USAID/Honduras. At our exit conference, USAID/Honduras
 
obtaining some engineering assistance from
contemplated the possibility of 


is one possi-
Peace Corps Volunteers assigned to Honduras. We believe this 

bility of accelerating acceptance of renovated classrooms.
 

Recommendation No. 4
 

USAID/Honduras should establish a plan to accelerate 
engineering inspection visits to the 120 renovation 
sites which have not been visited, and for future 
such renovations.
 

Unused Advanced Funds Need To Be Refunded. At the time of our audit, the
 
not
MOE was not aware that the equivalent of US$35,762 in advanced funds had 


lack of an adequate system of accounting
been used. This resulted from the 

and internal controls which are discussed later in this audit report. In any
 

event, these funds had been idle in the GOH accounts for a considerable length
 

of time. In response to the draft of this report, USAID/Honduras advised us
 

that these funds have now been disbursed for eligible expenses by the Imple
menting agency.
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Project Management and Coordination Was Deficient.
 

From the initial stages of this project, there has been serious organiza-

As
tional infighting between the MOE's Construction Unit and other MOE units. 


a result, serious coordination and implementation problems occurred and the
 

MOE had not managed or implemented the project in the most efficient manner.
 
efficient and economical project
Improved coordination would result in more 


implementation.
 

The MOE Special Project Section was structured in line with the components
 

of this project: (a)the Construction Unit, (b)the Maintenance Unit, and (c)
 
Coordination of all
the Educational Supervision and In-Service Training Unit. 


phases of the project was assigned to the HOE Coordination Unit, which was
 

created as a result of experience gained under a prior loan (522-V-031). The
 
were for similar classroom construction. Under
 purposes of the prior loans 


loan 522-V-031, the MOE Construction Unit had complete independence and flexi-

Its sole interest
bility for the implementation of the construction project. 


As a result, other components of the prior
was on construction of classrooms. 

project --such as furnishing of schools, maintenance, etc. --were not imple-


The theory behind establishing a
mented in an efficient and effective manner. 

Coordinating Unit was to avoid wasteful duplication and to create an effective
 

system of administrative support (inthe areas of accounting, financial, pro-

This would allow technical personnel (encurement, etc.) for the project. 


gineers, teacher trainers, maintenance agents, etc.) more time to concentrate
 

on the technical aspects of implementation. It would also facilitate the
 

gathering of data for effective project monitoring and reporting.
 

Some progress was made in coordination and cooperation between the Coordi
nating Unit and the Maintenance and the Educational Supervision and In-Service
 

Training Units. For example, the Coordinating Unit held regular work sessions
 

with the Training and Maintenance units for the purpose of reviewing progress
 

and discussing plans. In addition, the Coordinating Unit improved its admin

istrative support to the two units, thus allowing the unit's staff more time
 

to concentrate on the technical aspects as was originally envisioned.
 

However, the Coordinating Unit was not able to gain the support and coop

eration of the Construction Unit. One reason was that the MOE did not issue a
 

clear delegation of authority describing the authoritiles and responsibilities
 
the Project Manager, a
of each unit. In addition, there was, according to 


were that the Condifficult personality mix in the two units. The effects 

struction Unit looked on the Coordinating Unit as a bottleneck and did not
 

cooperate with it. It frequently bypassed the Coordinating Unit and went
 
project documents;
directly to USAID/Honduras or to the GOH hierarchy with 


this only delayed actions because the documents were returned to or discussed
 

with the Coordinating Unit. Also, most of the Construction Unit's efforts
 

seemed to have gone towards retaining control of the entire program's fiscal
 
For instance, the Construction Unit maintained
and administrative affairs. 


its own -- albeit, inadequate -- accounting system for the project. In addi
funds earmarked for the Maintenance Unit. The Maintetion, it tried to use 


nance Unit would not use a co on warehouse with the Construction Unit for
 

fear of loosing its meager stock of maintenance supplies to the construction
 
effort.
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The role of the Coordinating Unit was therefore largely confined to advi
sory functions. On occasions, it found itself competing for work and respon
sibilities with other units or just having its functions unnecessarily dupli
cated by the other units. Our review of the Coordinating Unit activities
 
showed that itwas not able to keep abreast of the activities of the other MOE
 
units. It was also not current on the status of the project as a whole. For
 
example, Coordinating Unit officials were unable to provide us with a state
ment of the financial condition of the project. They attributed this failure
 
to the lack of information received from the other MOE units and GOH agencies.
 
The same situation was found when we requested current status reports for the
 
various project components. None of the participating units had submitted
 
financial and progress status reports on a regular basis. It was necessary
 
for us to visit each of the GOH units involved inorder to obtain the necessary
 
data for our review.
 

The lack of an effective Coordinating Unit or coordinating mechanism has
 
resulted in a series of adverse effects on the project implementation: (a)a
 
reliable accounting system was not established; (b) procurement of needed
 
conmodities was not properly coordinated; (c) oversight and coordination of
 
construction activities was not effective; (d)a system of controls for admin
istration and distribution of inputs and materials was never instituted; and
 
(e)replenishment of materials was not done in a systematic manner.
 

The theory of having a strong and forceful Coordinating Unit to help im
plement the project in a more efficient manner was commendable. However, the
 
necessary authority by the MOE was never given and thus coordination was not
 
working in actual practice. There were some major problem areas to be re
solved, by both USAID/Honduras and particularly the MOE, so that effective
 
coordination could take place:
 

- Specific duties and authority need to be clearly defined and 
assigned in order to avoid unnecessary fragmented implementa
tion. We believe that a project manager for each component
 
should be designated with clearly assigned responsibility for
 
the planning, execution, and monitoring of implementation.
 

- Administrative support duties (accounting, procurement, ware
housing, fiscal and budgetary monitoring, data collection, 
etc), need to be streamlined and centralized in order to facil
itate effective and efficient use of project resources and to 
allow technical personnel (trainers, field supervisors, en
gineers, etc.) more time to concentrate on the technical aspects 
of implementation. In this connection, uniform guidelines and 
procedures for the project's administrative support duties
 
should be established and responsibility and authority for
 
their implementation should be clearly defined and assigned.
 

- Heads of each unit and the Coordinating Unit need to meet on a 
regular basis to review and evaluate project progress, and 
implementation constraints so that an integrated strategy can 
be developed and adopted. We believe that a directive should 
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be issued by the Minister of Education requiring all participa
ting units to meet on a periodic basis.
 

Each component's annual implementation plan needs to be reviewed
 
and approved in advance and on a timely basis, by the HOE and
 
USAID/Honduras, to ascertain their viability, availability of
 
funding, and conformity with overall project goals.
 

In our opinion, we believe that an efficient Coordinating Unit or coordi

nating mechanism would be extremely beneficial to the effective and efficient
 
implementation of this project.
 

Recommendation No. 5
 

should obtain from the MOE a documentUSAID/Honduras 
which provides an effective Coordinating Unit or
 
coordinating mechanism to implement the Rural Primary
 
Education Program. 

Financial Management By MOE Needs Significant Improvement 

The project lacked an adequate system of accounting and internal controls 
to properly monitor and safeguard project resources. As a result, the MOE was
 

unable to provide adequate accountability of the project's resources and the
 

project's financial status was not known.
 

From the start of the project, the Coordinating Unit was to be responsible,
 

among other things, for maintaining the project records and overseeing internal
 
To this end, some technical assistance was procontrols and fiscal matters. 


However, the Coordinating Unit

vided, and an accountant and staff were hired. 
 were 

was never properly authorized and its procedures and guidelines never
 

ac-
At the end, there was no one responsible for the project's
established. 

This led to competition between the Coordinating
counting and fiscal affairs. 


Unit and the Construction Unit on maintenance of the project's accounting
 
over the project's fiscal affairs. The Coordinating Unit
records and control 


practically abandoned its efforts, and, for the most part, the accountant and
 

his staff performed miscellaneous assistance duties for the coordinator of the
 

On thn other hand, efforts by the MOE Construction Unit fell subproject. 

stantially short of objectives and it never maintained acceptable records or
 

There were problems with the MOE's accounting
instituted adequate controls. 

records, subproject records, and counterpart fund records.
 

Records maintained by the MOE Construction Unit were
Accounting Records. 

not good. Postings were not done in a regular and consistent manner. There
 

Cost allocations were not consiswere some vouchers that were never posted. 

tent and accurate. Insome instances, expenditures were only partially posted.
 

- 13 



Accounting books were never reconciled. We provided some guidance and assis
tance to the MOE's staff, but efforts during our review were fruitless because
 
there were just too many mathematical and posting errors. Therefore, the 
records could not be reconciled and the MOE was unable to adequately account 
for project resources. 

SubproJect Records. Records maintained for the construction/renovation 
subprojects were not suitable for proper accountability and control of re
sources. As a result, actual cost of the subprojects could not be accurately 
determined. 

The records consisted of a file folder for each subproject with all sup
cost sumporting documentation (invoices, contracts, agreements, etc.), and a 


mary sheet for all subprojects.
 

Following are illustrative examples of the problems found:
 

- Files were not properly identified and marked; 
files were comingled; 

active and completed 

- Posting 
errors; 

to the summary control sheets was incomplete ana haa several 

- Supporting documentation filed in subproject folders 
and the costs had not been summarized; 

was incomplete 

- Most of the files reviewed did 
ities' contribution; 

not have data regarding the commun-

Some of the delivery receipts did not have the cost of the commodities;
-


- There were variances in the quantities of materials delivered for sim

ilar projects; and 

- There were no adjustments for the transfer of unused materials.
 

Overall, records and data available for individual projects were inadequate 
cost of a subproject. Without this information, itto determine the actual 

will be very difficult to accurately determine whether the current rate of
 
used under the FAR system and specially for renovations is reareimbursement 

sonable or not.
 

It is essential that the financial and accounting affairs of this project
 
be improved. We consider this to be a very serious deficiency and, there was
 

evidence that some technical assistance may be needed.
 

Counterpart Contribution. The MOE records were not adequate to determine 
the amount the GOH contributed to the project. Our efforts to obtain precise 

GOH contribution from the various GOH units were unsuccessful.data on the 
The amounts shown on Exhibit A were totals compiled by the MOE, but because of
 
the condition of the records we were unable to verify the reliability of the 
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data furnished. We are including the figures for information purposes, but we
 
are not rendering an opinion on their accuracy.
 

Recommendation No. f 

USAID/Honduras should obtain evidence fro0l the NOE
 
that an acceptable accounting system, including
 
appropriate internal controls, has been adopted and 
Implemented for the Rural Primary Education Program.
 

Procedures For Procurement and Management of Commodities Need Significant 
Improvement
 

The procurement and subsequent management of commodities was another of 
the troublesome aspects of project implementation. We found a number of prob
lems which hampered the economical and efficient implementation of project 
activities. These problems relate to the planning process, preparation of 

procurement office, coordination
specifications, bottlenecks at the national 

of procurement actions, commodity management, and adequacy of storage 
facilities.
 

Lack of Planning. Materials and supplies were procured in an uncoordi
nated manner and without proper scheduling of time and use needs. For exam
ple, large quantities of some materials were purchased without making provi
sions for the purchase of other materials needed to complete the units. As a
 

in many i.f the 812 classrooms
result, construction/renovation activities, 

currently in progress, had to be halted because available funds were exhausted
 
and the MOE could not buy the needed parts, however minor (locks, latrine
 

to complete the structure according to
tubes, benches, window panes, etc.), 

inefficiencies of
specifications. This lack of planning added to delays and 


project implementation.
 

Commodity Specifications. The MOE and USAID/Honduras administration over
 

the preparation of commodlty spe:ifications needed to be substantially im
instance, the MOE experienced considerable difficulties in preproved. For 


paring satisfactory materials P.-ad equipment lists and specifications on a
 

timely basis. The result was additional delays and increased costs. Following
 
are some examples:
 

- One of the items procured under Bid No. 37-82 was impermeable 
varnish. The specifications were not clearly stated. As a re
sult it was not until some of the varnish was used that the Con

was not suitablestruction Unit realized that the type received 

for the intended purpose. This resulted in an additional cost of
 
$3,797 and a delay of 120 days.
 

- The specifications for 70 motorcycles, under Bid No. 14-83, 
called for a 2.0 gallon gas tank. The motorcycles offered by the 
lowest bidder met all specifications, except that the. had a 2.5 
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gallon gas tank capacity, i.e., 0.5 gallon larger than what spec
ifications called for. As a result, the contract was awarded to
 
the second lowest bidder at an additional cost to the project of
 
$5,250. Subsequently; at the request of USAID/Honduras and the
 
HOE, the contract was rescinded and awarded to the lowest bid
der. However, the reversal was contested in court by the first 
recipient. At the end of our review, the matter had not been 
resolved.
 

Procurement Regulations. Most procurement by public organizations in 

Honduras must be made through the GOH National Procurement Office. , This office 
has a well-known reputation of having complex and dilatory guidelines and 
procedures.
 

According to the GOH National Procurement Office, under the best of cir
cumstances the international procurement process takes 217 days to be com
pleted; approximately 200 days for in-country procurement; and about 120 days 
for local emergency procurement. However, when changes or revision have to be
 

the revised documents have to be resubmittedmade to the procurement lists, 

and go through the cumbersome review process again. This delays the approval
 
process an additional 60 to 90 days.
 

Coordination. The lack of procedures and coordination within the HOE also
 

created delays. For instance, because of the lack of controls and procedures
 
within the MOE, the revision process can take a significant period of time 
since there was no one responsible for monitoring and coordinating the pro
curement process or a central place for the review and processing of documents.
 

During our audit, for example, itwas necessary for us to visit three GOH 

agencies in order to complete our review of the procurement. The reason for 

this was that the pertinent data was not available in one place. There were 

also instances in which the review process by the HOE and USAID/Honduras took 
considerable time with little or no communication with the requesting units.
 

The Mission was aware of most of the problems and had tried to improve its
 
short of exassistance and supgort to the MOE. However, these efforts fell 


pectations at times because the size of Mission staff did not keep pace with
 

the growth of its workload and the complexity of the procurement problems in 
Honduras. 

The result of these situations led to a project history where procurements 
were often made hastily and in a poorly planned manner. For example, a sub

stantial number of commodities were procured on an emergency basis. More
 
an effort to get needed materials
emergency procurement actions were planned in 


and equipment to project sites. This mode of procurement probably adds to t'e
 
cost of the items.
 

In response to a draft of this report, USAID/Honduras advised us that all
 

GOH responsibilites in the offshore procurement process have been completed
 
that bids have been accepted for must project copwnodities. The onlyand 

remaining procurement activity is for school equipment and AID will undertake
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that procurement directly according to USAID/Honduras. However, there were 
still substantial quantities of construction materials for the HOE to pur
chase in country.
 

Recowendation No. 7
 

USAID/Honduras should obtain evidence that the NOE
 
has established and Implemented procedures for the 
planning and use schedules, as well as procedures for
 
processing and reviewing documents for project pro
curement.
 

Commodity Management Among the problems found were: 

- Poor records and accountability of commodities; 

- Inconsistent inventory procedures; 

- Loose controls over the receipt and distribution of commodities; and 

- Unsecured and Inadequate storage facilities. 

Records maintained at the MOE warehouse were not adequate to ascertain 
proper control and accountability of commodities. The records consisted of a
 
set of cardex cards which were being posted at regular intervals; however, 
adjustments for transfers, returns, and damages were not posted as they 
occurred. It appeared that adjustments were only made when a commodity count 
was taken and the balance on the card did not agree with the inventory on 
hand. Neither the Construction Unit nor the Coordinating Office maintained a 
commodity control system. 

Controls and procedures over the receipt and distribution of commodities 
were weak. For example, materials, with an estimated value of $47,500 which 
were procured under Loan No. 522-V-031, were commingled with project commodi
ties without records to reflect this fact. Without an accounting, USAID/ 
Honduras could be paying for the same materials twice. In addition, the ware
house loaned certain project commodities to other MOE units for purposes that 
were not related to this project; however, no one was able to explain to us 
the exact quantities or the exact usage made of these commodities. Moreover,
 
transfer of unused materials from one construction site to another or returned
 
to the warehouse were not recorded.
 

Despite the diligent efforts to update its records during our review, the
 
MOE was unable to provide adequate accountability of project commodities.
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Recoimendation No. 8
 

USAID/Honduras should obtain evidence that the MOE 
has established and implemented adequite records and
 
procedures to ensure proper control ano accountability
 
of commodities.
 

Recommendation No. 9
 

USAID/Honduras should obtain from the MOE full ac
countability of Loan 522-V-031 materials used for
 
project activities, and determine whether any adjust
ments or refunds should be made.
 

Storage Facilities. The warehouse used by the MOE to store project com
modities did not ensure minimum safeguard and control of commodities. It was
 

As a result, the bulk of the coman unfenced lot with a small covered area. 

modities were not protected from the elements or pilferage. The security 
problems were compounded by the lack of electricity, which made it difficult 
for the watchman to adequately protect the stock at night. 

We were told by MOE officials that several sites were being considered for 

the relocation of the warehouse. However, they were unable to provide us with 

any definite plans. Because a substantial portion of project funds will be 
spent on commodities, we believe that steps should be taken to improve the 
storage of project commodities.
 

Recommendation No. 10
 

should obtain from the MOE actionableUSAID/Honduras 
plans to ensure proper and safe storage of project
 
commodities.
 

The Teacher Housing Component Needs to Be Reassessed.
 

extremely limited; onlyConstruction of Teacher Housing facilities was 
five units (of 600 planned) had been completed. Our examination also showed
 

mixed conclusions regarding the practicality of this component. We do not 
believe the concept of relocating teachers is readily implementable.
 

In Honduras, approximately 40 percent of the rural teachers do not live
 

in the villages where they teach. The typical pattern is for teachers to
 
Also, many teachers who work
commute between 2 to 6 hours to nearby towns. 


comin isolated areas usually teach only 2 or 3 days a week because of the 
the original project design contemplatedmuting distance. For this reason, 

the construction of 600 teacher-housing units. Plans were for teachers to
 

relocate and live in the villages on a more permanent basis.
 

the problems of this component were:Acording to a MOE Progress Report, 
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(a) 	 Most of the comwnities are extremely poor and sometimes overextend 
themselves providing their contribution for the classrooms. There
fore, they are not necessarily interested in constructing houses for
 

the teachers or to share Inother construction costs.
 

3 or 4 teachers in a given community; therefore,(b) 	Sometime there are 
one house would not resolve the problem.
 

(c) If only one teacher is working, he usually would not want to move to 

the community and would probably request to be transferred within 1 
or 2 years. According to the MOE, the average length of assignment 

is about 2 years.
 

(d) Instead of constructing a teacher's house, the community would rather
 

construct a workshop, a warehouse, or an administration office.
 

of the above positions.
Our examination corroborated some, but not all, 


Our field-work showed that, time after time, representatives of the coiwmuni
tias 	indicated willingness to provide additional support for the construction
 

of teachers' houses. These would be provided from subsidies given to the 
schools by several sources (local communities, departmental governments, or 

military organizations). The majority of the communities visited had not 
place.been told by MOE representatives that such construction could take 

This 	would indicate a lack of promotion on the part of the MOE.
 

on whether the relocation of
However, the principal question centered 

areas was a practical concept. We found
teachers from the urban to the rural 


instances where the construction of a teacher's house would result in teachers
 

relocating to the village:
 

- Marcos Carias Reyes is a two-classroom school in the village of 

Montana De Los Lagos Grandes. It is located on top of a small 
Los Themountain about 3 kilometers away from Valle De Angeles. 

road was very bad; it took us 45 minutes to travel the 3 kilome-

The village had no electricity or telephone. A total ofters. 

One 	teacher's house had been
50 students attend the school. 


constructed under the cuvrent construction program. However, it
 

had not been accepted by USAID/Honduras because the house lacked
 

At the time of our visit, there were two teachers
window panes. 

They 	 walk six kilometers(both fem'ale) working at the school. 

two
each day to and from the school. Their normal week was to
 

three days. Both teachers said they were willing to relocate to
 

the community when the house is fully completed.
 

On the other hand, we found instances where the construction of a teacher's
 

house would not resolve the prevailing situation:
 

- Manuel Bonilla is a 4 classroom school in the village of San 
Francisco de Soroguara. This village is located near Tegucigalpa 

and about six kilometers from the main road leading to San Pedro 

Sula. The road was in such a state that it took us a full 25 
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minutes to cover the six kilometers. The village had no elec
tricity or telephone. There were 95 students attending the
 
school. The school building itself had two bedrooms and kitchen 
facilities. There were two young teachers -- one male and one 
female -- working at this school. Both had recently married, 
but not to each other. Their spouses lived in another part of 
Honduras. The young man's wife is also a teacher, but she was 
assigned to teach somewhere else. Members of the community told 
us that the teachers arrive on Tuesday and leave by Thursday of 
each week. Inother words, they teach two days a week.
 

The above are just two of the uany similar examples seen by us in our 
field trips. The conflict is evident. The relocation concept cannot be 

uniform manner. In the first case, the teachers were properlyapplied in a 
placed and were willing to relocate to the community. However, the second 
case ismore troublesome. if we were to hypothesize on whether either of the 
two teachers in the second example -- or in a similar situation -- would be 
willing to relocate and live in such an environment ifhous4ng was constructed, 
we would have to conclude in a negative manner. Several factors support this 
conclusion: (a)the marital situation of the teachers; (b)the youthfulness of
 
both; (c)the isolation and rustic setting of the community; and, (d)the lack
 
of essential services (transportation, alectricity and telephone). The facts
 
in the second example are persuasive; the school has two bedrooms, but the 
teachers still spend minimal time teaching and prefer to leav: the area over
 
weekends.
 

Ifour sample is representative of the rural conditions of Honduras, then,
 
the concept of moving teachers from urban to rural and isolated areas does not 
have all of the practical features to make it readily implementable. On this 
basis, then, we do not believe that the construction of the 600 teachers houses
 
can be achieved or should even be pursued on such a scale. In our opinion, 
the scope and objectives of this component need to be re-examined. Several 

canoptions are open to USAID/Honduras: (a) the remainder of the component be 
eliminated and the funds reprogrammed; (b) the scope of the program can be 
reduced; and/or (c) teachers housing could be constructed in well selected 
areas and fully financed by USAID/Honduras and the GOH.
 

Recommendation Number 11
 

USAID/Honduras should re-examine the practicality of 
the Teachers' Housing component and resolve the prob
lems associated with its implementation.
 

The Scope of the Planned Maintenance System Should Be Reexamined
 

The MOE made a start at establishing a nationwide maintenance system.
 
However, progress was limited and the efforts probably will not be sufficient
 
to achieve the nationwide objective. We believe that efforts should be
 
directed to establish a maintenance system with a reduced area of coverage.
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At the time the Project Paper was written, it presented a dim picture of 
school maintenance throughout Honduras. Inpart, the paper stated: 

"A maintenance system for rural primary schools is completely lacking.
 
The little preventive maintenance that is performed is done by the few
 
teachers who feel so inclined, but without any support from the MOE. The 
MOE does accept the responsibility for major repairs. However, the staff
 
and budget are completely insufficient for the task. The lack of mainte
nance has a dual negative effect on enrollments. School buildings in a 
state of serious disrepair do not provide good learning environments and 
therefore tend to aggravate the student drop-out problem. Secondly, the 
lack of maintenance significantly shortens the useful life of school 
buildings so that some of the investment in new classrooms goes to replace 
the existing deteriorated stock of classrooms." 

Based on our review, we believe the above condition has not changed much 
since the start of the project. Our examination showed that progress towards 
establishing a nationwide maintenance system has been very limited. After a 
delay of over 18 months, a central office was finally established. The tech
nical advisor, a key element, had been contracted and had arrived in-country 
by the time of our departure from Honduras, on June 17, 1983. However, due to 
the austerity program of the GOH, funding was only made available to hire the 
clerical personnel, a head supervising engineer, a maintenance agent and his
 
assistant. The GOH failed to make available most of the funds needed to hire 
the technical and support personnel or to establish and operate the maintenance 
unit. At the time of our visit, there were no plans to hire the other 34 
technical personnel. In addition, the MOE failed to develop a maintenance 
allowance plan for the schools. It also had not provided each school with an 
annual maintenance allowance. There was no progress made with regard to the 
procurement of vehicles- and tools. The maintenance unit lacked the required 
technical personnel, equirment, and tools needed for its operation. 

Inaddition, we made other observations:
 

(a) At the central level, efforts were made by the Construction Unit
 
to increase the level of construction budgets by reducing the
 
budgets earmarked for maintenance. The infighting between the 
Construction Unit and other units was discussed previously.
 

(b) The Maintenance Unit had not been able to get funds to purchase 
materials and tools. It did not have paint, cement, or tools; 
it only had a few maintenance. items such as zinc sheete, and 
some lumber. 

(c) Our field visits to rural schools corroborated the need for 
maintenance. Preventive maintenance depended on the pride of 
the community; some schools were well maintained -- but this was 
a rarity. The need for maintenance was evident in most schools 
visited by us. We noted the following types of problems: the 
floors were cracked in some schools; many schools needed paint
ing; the doors of some schools needed to be replaced; locks in 
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several schools were no longer functioning; the roof of three 
schools leaked; and the doors of several latrines were broken.
 

Our examination corroborated the need for the GOH to establish a nation
wide maintenance system. In fact, the demand resulting from the increased 
number of units being built and the further deterioration of existing facili
ties reinforced the need. The lack of maintenance also had a dual negative 

effect on enrollments. Deteriorated school buildings do not provide good 
dropout problem.
learning environment and tend to aggravate the student 


Secondly, the lack of maintenance shortens useful life of facilities so that
 
new classrooms goes to replace existing deteriorated
some of the investment in 


facilities. However, the current level of effort did not appear to be suffi

cient to achieve a nationwide maintenance program during the life of this 
project. We are therefore of the opinion that the scope of the component
 

should be reexamined and that, perhaps, while the needed infrastructure,
 
manuals and procedures are developed and implemented, the area of coverage be 
considerably reduced.
 

Recommendation Number 12
 

USAID/Honduras should reexamine the nationwide main
tenance component and perhaps reduce its scope to a
 
pilot project.
 

Project Equipment Was Not Being Maintained
 

The MOE was not properly maintaining project equipment. As a result, some
 

project activities like inspection of construction sites, visits by teacher
 

trainers and others, had to be curtailed or rescheduled. USAID/ Honduras 
should reinforce its position with the GOH that all projeit equipment must be
 

maintained.
 

Five vehicles had been procured under the project. At the time of our 
review, there were only two in operation, the other three were out of service
 

lack of spare parts. The main problems were tires and generators.
due to the 

We found the same situation with some of the vehicles acquired under Loan 

the MOE continued to have difficulty maintaining project522-V-031. Thus, 
equipment.
 

Project plans call for the procurement of a significant number of vehicles.
 

In addition, approximately 70 motorcycles will be assigned to MOE employees.
 

The employees are expected to use their own funds to pay for the maintenance. 
Considering the high cost of spare parts in Honduras, and the salaries of some
 

of these employees, it is doubtful, that the employees could afford to pur

chase spare parts at local prices.
 

According to estimates, the GOH austerity program is expected to continue 
at the same level for the next two to three years, therefore, availability of 
funds for spare parts will continue to be scarce.
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Successful Implementation of some project activities will depend directly
 
on transportation equipment being readily available for use. Therefore, we
 
believe that, as part of the reprogramming of project funds, the Mission should 
consider tne allocation of some loan funds for the procurement of spare parts 
to ascertain the operational availability of the transportation equipment 
throughout implementation. In addition, it makes sense to purchase spare 
parts for the motorcycles and to establish a mechanism to sell them at a dis

count to employees who are assigned motorcycles. 

Recomendation No. 13
 

USAID/Honduras should ensure that sufficient project
 
funds are programmed for the procurement of spare
 
parts for the project's transportation equipment.
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EXHIBIT A 
Page I of 2 

1HE RiR. FINARY EDUCATION ROSM 

THE APiPlONE0 F111AlIOLE" FORi-THE Ptonto 

AID Financing 
Lon feGrantBudgeted Mxended Q 

conment
 

I School Construction 

Nw 	Classr$os $7,530 $281 

So0 58
Renovations 2
HOE Personnel 35 


Operating Cost 10 -


Vehicles 
 30 49 
- - 150Inspection 

Classroom Furniture 
-
and 	Equipment 2,810 


.74
Educational Nap 

-Other Cost 

- Subtotal 
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USAIDIHONOURAS 

The Rural Education Program
 
A More Detailed Description of the Four Program Components
 

School Construction and Renovation. Funding was provided, under the pro-
Ject, to construct and equip approximately 2,100 new classrooms and renovate 
approximately 1,000 classrooms. The construction/renovation was designed to 
take place in the departments of Comayagua, Francisco Morazan, Yoro, Intibuca 
and Santa Barbara. The MOE isresponsible for selecting on the basis of edu
cational mapping of the five target departments, the specific sites for con
struction. The MOE is also responsible for determining which existing class
rooms should be replaced and which should be renovated without prior consulta
tion with AID. Of those units constructed, no more than 20 percent may be 
replacements for the existing classrooms. The construction, renovation, or 
equipping of classrooms in urban areas is to be eligible for financing from 
the project only ifthe schools are part of mixed urban-rural nucleus.
 

The Special Project Unit within MOE's Directorate of School Construction 
the same unit that implemented Loan 522-V-031 (another school construction 
project funded by AID), - isto be responsible for project implementation. To 
carry out the Project, the I plementation Unit's capacity was to have been 
expanded by the addition of field and central office personnel, including one 
Assistant General Manager, three supervisory engineers, five social promoters, 
five bookkeepers, four secretaries, three drivers and four messengers watchmen. 

are to
At intervals during implementation, the unit's personnel requirements 

to determine its adequacy for maintaining the construction
be reviewed 


schedule. Recipient communities are to contribute at least L.1,000 to pay for
 
half of the skilled labor and are to provide locally available construction 
materials, i.e., sand, gravel, rocks, etc.
 

Classroom design and specifications require prior AID approval. Engineer
ing inspection of construction and renovation can be financed with project 
grant funds and can be contracted directly by AID.
 

Teacher Housing. The Project provided funding to finance the construction
 
of approximately 600 units of teacher housing in the five department target 
area.
 

Construction was to be carried out by the same unit using the same methods
 
applicable for classroom construction. Housing designs are to be approved by 
AID. Teachers provided with housing will be required to provide their own 
furniture and maintain the house, but will not be required to pay rent. 

Rural Primary School Maintenance. Financing was to be provided for the
 
development of a nationwide preventive maintenance system for rural primary
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schools through the Maintenance Section of the Directorate of School Construc
tion, incooperation with the Pedagogical Supervision Section of the Director
ate of Primary Education. The system was to have a nationwide scope and place
 
the main responsibility for maintenance upon school directors and teachers,
 
who in turn were to be encouraged to involve students and parents in school 
maintenance. 

Technical assistance was to be provided to the Maintenance Section to 
prepare a maintenance manual that is to be distributed to all teachers. Also
 
training and instruction on the procedures and purposes of rural primary school
 
maintenance systems will be provided under the project.
 

All rural schools were to be provided with an annual maintenance allowance.
 
For intermediate range of repairs which exceed the funds available to schools 
or their technical capacity, a departmental-level maintenance sub-system was 
to be developed. Eighteen Departmental Maintenance agents and eighteen assis
tants were to be hired under the project. Each agent would be provided with a
 
vehicle and tools.
 

Project funds were to be provided for the maintenance and repair activities
 
oversee the program, theof the Departmental Maintenance Agents. To help 

Directorate of School Construction would open a regional office in San Pedro 
Sula. Any major renovations outside of the fire department area will not be 
included inthe project. Itisexpected that by the end of the project, school 

timely manner in90 percent of rural primary
maintenance will be performed Ina 

schools.
 

was to beEducational Supervision and In-Service Training. Financing 
provided for the nationwide Improvement of the educational supervision and
 

Two priority areas will be the systemain-service teaching training systems. 

tic upgrading of supervisors, through in-service training and the qualitative
 

Improverient of the classroom teacher through improved supervision and in-ser

vice training.
 

The MOE In-Service Training Group (ITTG) and the Pedagogical Section were
 
single source within the MOE for the in-service
to be integrated to serve as a 
 The new section
professional upgrading of supervisors directors and teachers. 


was to continue to carry on direct In-service training, both in the new nat
ional In-Service Teaching Training (ITTG) being built under Loan 031, and in 

core of the ITTG staff was to operate the center with technical
the field. A 

support from the Pedagogical Section, and other members of the ITTG were to be
 

assigned to the field to provide in-service training to supervisors and 

teachers. The number of trainees in the Pedagogical/ITTG section were to be 
increased Inorder to expand the in-service training capacity of the section; 
12 new trainers were to be hired to supplement the 24 presently serving under 

contract. A long-term educational training advisor was to be funded to assist 
the newly created section prepare a long-range comprehensive training plan
 

that would have as its goal the professional upgrading through in-service
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training, of all supervisors and teachers. Mditionally, the advisor would be
 
responsible for providing ongoing guidance to the Pedagogical/ITTG section in 

newits training task, particularly with regard to integrating the curricula 
and materials to be developed under AID Grant 0119 into the training modality 
of the Project. 

He was also to be responsible for integrating the maintenance awareness 
training into the comprehensive training pla An intensive four to six-month
 
program of training abroad would be financeu ,the project for approximately
 

from the NOE. The group w 11 include the 12 in-service23 Individuals 
trainers, ten other individuals from the Pedagogical/ITTG Section and one from
 
the Supervision Section. In-country training will be conducted at the National
 

(NITTC) and will include five one-monthIn-Service Teacher Training Center 
courses, one fifteen-day course, and four two-week courses for groups of 
seventy supervisors. Courses will include instruction in such areas as super
vision methodology, educational administration, classroom management, motiva
tional training, community relations and curriculum development.
 

Part of the supervisor's training will deal with the organization and 
motivation of parent's associations, both for the purpose of supporting
 
schools and for providing feedback on the performance of teachers. Priority 
for teacher training will be given to the target area for construction. The
 
Project will also provide financing for increasing the production and distri
bution of didactice materials.
 

was to finance increased per diem for supervisory trainingThe Project 
visits to teachers to allow a minimum of 100 days per diem per supervisor per
 

year and sufficient other per dtem for the Pedagogical/ITTG section and field 
supervisors for training and other project purposes.
 

Also financed will be seven field utility vehicles, for those departmental
 
supervisors who do not no: have a vehicle and 20 motorcycles for auxiliary

A
supervisors working in areas where transportation is the most difficult. 

system will be developed by which, as the auxiliary supervisors travel, they 
will receive credits which will eventually allow them to become owners of the 
motorcycles.
 

By the end of the Project, it is expected that 90 percent of the school 
supervisors will have received training by the Pedagogical/ITTG section. It 
isalso expected that 90 percent of rural primary teachers inthe target area
 
will have received improved supervision.
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APPEDIX A 

LIST OF RECOMMENDATIONS 

Recommendation No. 1 

USAID/Honduras should obtain from the MOE a detailed 
implementation plan designed to ensure the Immediate 
completion of the unfinished units and the proper 
coordination between material and labor inputs for 
future construction activities. (Page 9)
 

Recommendation No. 2
 

USAID/Honduras should advise the GOH that, for future
 
construction, reimbursement will be made only for
 
units selected from the approved time-phased imple
mentation plan. (Page 9)
 

Recommendation No. 3
 

a
USAID/Honduras should assist the MOE to establish 

computerized follow-up systea of rejected school
 
structures, and a plan to systematically follow-up on
 
their status. (Page 10)
 

Recommendation No. 4
 

USAID/Honduras should establish a plan to accelerate
 
engineering inspection visits to the 120 renovation
 
sites which have not been visited, and for future 
such renovations. (Page 10) 

Recommendation No. 5 

USAID/Honduras should obtain from the MOE a document 
which provides an effective Coordinating Unit or
 
coordinating mechanism to implement the Rural Primary
 
Education Program. (Page 13)
 

Recommendation No. 6
 

USAID/Honduras should obtain evidence from the MOE 
that an acceptable accounting system, including
 
appropriate internal controls, has been adopted and 
implemented for the Rural Primary Education Program. 
(Page 15)
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LIST OF RECOWENDATIONS 

Recomendation No. 7
 

USAID/Honduras should obtain evidence that the MOE 
has established and Implemnted procedures for the
 
planning and use schedules, as well as procedures for
 
processing and reviewing documents for project pro
curement. (Page 17)
 

Recommendation No. 8
 

USAID/Honduras should obtain evidence that the MOE
 
has established and implemented adequate records and
 
procedures to ensure proper control and accountability
 
of commoditles. (Page 18) 

Recommendation No. 9 

USAID/Honduras should 
countability of Loan 

obtain from the MOE full 
522-V-031 materials used 

ac
for 

project activities, and determine whether any adjust
ments or refunds should be made. (Page 18) 

Recommendation No. 10 

should obtain from the MOE actionableUSAID/Honduras 
plans to ensure proper and safe storage of project
 
conmiodities. (Page 18)
 

Recommendation Number 11
 

USAID/Honduras should re-examine the practicality of 
the Teachers' Housing component and resolve the prob
lems associated with its implementation. (Page 20)
 

Recommendation Number 12
 

USAID/Honduras should reexamine the nationwide main
tenance component and perhaps reduce its scope to a 
pilot project. (Page 22)
 

Recommendation No. 13
 

USAID/Honruras should ensure that sufficient project 
funds are programmed for the procurement of spare 
parts for the project's transportation equipment.
 
(Page 23)
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LIST OF REPORT RECIPIENTS
 

Assistant dministrator - Bureau for Latin America and the 
Carlbbean (AA/LAC)

Mission Director - USAID/Honduras 

Director - Office of Legislative Affairs (LEG) 

Assistant to the Mministrator for Management (AA/M) 

Office of Financial Management (M/FM/AD) 
General Counsel (GC) 

Director Programs Operations Staff (LAC/DP/PO) 

Director - OPA 

S&T/DIU

PPC/E 

Office of the Inspector General (I61W) 

IG/PPP 

I6/EMS 

AI6/II

RIB/A/W 
RIG/A/Dakar 

RIG/A/Cairo 

RIG/A/Manila 

RIG/A/Karachi 

RIG/A/Nairobi 

RIG/A/NE, New Delhi Residency

RIG/A/LA, Panama Residency 
GAD, Latin America Branch, Panama 
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