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The Office of the Regional Inspector General for 
Audit/Singapore has coipleted its audit of the USAID/India
Maharashtra Social Forestry Project No. 386-0478. Five 
copies of the audit are enclosed for your action. 

The draft audit report was submitted to you for comment and 
your comments are attached to the report . The report 
contains ten recommendations . Recommendat ion Nos . 1, 2 (a) , 
8 and 9(b) are considered closed a n d requ i te no further 
action. Recommendations Nos. 2(b), 2(c), 3, 4(b) , 5, 6, 7, 
9(a) and 10 are considered resolved and will not be closed 
until completion of planned or promised actions. 
Recommendation No. 4(a) is unresolved. Please advise me 
within 30 days of any additional actions taken to implement 
the resolved recommendations, and further information you 
might want us to consider on Recommendation No. 4(a). 

I appreciate the cooperation and courtesy extended to my 
staff during the audit. 



EXECUTIVE SUMMARY
 

The objective of the Maharashtra Social Forestry Project in
 
India was to develop the institutional ability of one state
 
(Maharashtra) in India to assist villages their
to manage 

communal and private lands 
 for increased and sustained
 
production of products. The
forest objective was to be
 
achieved by accomplishing four essential components:
 
establish and sustain community and private 
 plantations in
 
4,300 villages; establish and sustain district and private

nurseries; train assigned to project;
extension staff 
 the 

and prepare research reports.
 

The project was approved on August 31, 1982 
and was to be
 
completed by September 30, 
1990. The total estitated cost
 
of the project was 360 million, with A.I.D. and the
 
Government of India each providing 330 million. A.I.D. had
 
disbursed $17.6 million as of December 31, 1987. 

The Office of the Regional Inspector General for
 
Audit/Singapore made a program results audit of the
 
project. Audit objectives were to evaluate (1) progress in
 
achieving the project objective, (2) the adequacy of
 
USAID/India management of the project, and 
(3) Government of
 
India compliance with the terms and conditions of the
 
project agreement. 

The project accomplished 
 the target of 4,300 villages 
participating under the project . However, progress in 
achieving the overall objective - to develop the 
institutional capability of thc Government of toMaharashtra 
assist villages to manage their communal and private lands 
for increased and sustained production of forest products ­
could nct be accurately measured. Some components essential 
to accomp' ish the project objective were seriously delayed
and may not be achieved USAID/India needed to improve its 
management of this project especially to ensure propriety of 
payments made to the Government of India and to ensure that 
components essential to achieve the project objective are 
accompl ishod and sustained. The Government of India did not
fully comply with the terms and conditions of the project 
agreement. 

The ,td it- disclosed four problem areas First, the project
method of payment (-2 not comply with A.1 .D. payment 
po IC i.o. ;oecond 0.3AI :)/India's monitoring and reporting onP ,
proj , ct ic-h ievemenL., we re i nadequate . Th i rd , the mid- term 
eva I ut: lon r epo r t r ec ommend a t i oiis were not implemented.
Fourth, the Government of India did not fulfill its project 
comin i t.men t--, 



USAID/India used the 
"fixed amount reimbursement" method for

funding project activities. However, A.I.D.'s prescribed

criteria for establishment of reimbursement amounts 
 and

inspection of 
project outputs using this method of funding

were not The was
satisfied. problem 
 attributed to (1)

inadequate project design 
 such as unreasonable cost
 
estimates for 
 each output and (2) failure to implement the
project as designed such as 
failure to hire contract staff
 
to 
 assure required outputs were completed . Failure 
 to

comply with the A.I.D. policies resulted in inadequate
 
assurance 
 as to the propriety of about $17 million which
A.I.D. had reimbursed to the Government of 
 India under this
 
project. This report 
 recommends that USAID/India take
 
actions to ensure the propriety of A.I.D. payments.

USAID/India generally concurred with the finding and
 
recommendations.
 

A.I.D. is required by law and U.S. 
 Government management

standards to monitor 
 and evaluate use
the and results of
 
development assistance to ensure that U.S. Government 
funds
 
are used as effectively 
 as possible. These requirements
 
were not met on the Maharashtra Social Forestry Project

because USAID/India did 
 not have quantifiable indicators
 
(targets and timeframes) to measure achievements and
adequate procedures for monitoring and reporting on project

accomplishments. As result,
a USAID/India did not have

sufficient information to 
 (1) measure project achievements,
 
(2) determine what could be accomplished within the
remaining time and budget, and 
(3) make timely decisions on

deobligation 
of funds. The inadequate monitoring also
 
resulted in some essential components which were seriously

delayed and may 
 not be achieved. This report recommends

that. USAID/India actions to
take improve its monitoring and
 
reporting on project achievements and its management of
 
project funds. USAID/India concurred with 
 the finding and

recommendations except 
 for a recommended action to establish
 
quantifiable indicators.
 

A.I.D. 
policy requires that A.I .D. missions ensure that
recommendations in project evaluation 
 reports are resolved
 
and appropriately implemented. 
 Most of the recommendations

in the mid-term evaluation report for this project were not
implemented because USAI1)/India did not h am e a follow-up
system Lo ensure that the recommended actions were 
appr opr iately resolved and implemented . As a result,
prob],.ni:s identi fied in the evaluation report contirued toser i ou y impa i r p rojecl i[)]ementation and prel ude 
me as u ra) I -jch i evemenLt two years af ter c(o rrective actions 
wer e r ooyurmn(4] d . Th is re po r L reCcommends Lhat USAID/India 
es tab)1 i !h a ;yf;stem to ensure recommendations in project
eva] uat-ion r epor ts are resolved and implmented
USAID/India concurred with the finding and recommendation. 
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The project agreement required 
 the Government of India to
perform certain 
 actions which 
 included providing all funds
and staff necessary to 
carry out the project effectively and
in a timely 
manner. The Government did not 
fulfill all its
project commitments 
 in the areas 
 of project funding,
training project staff, 
 and establishing a monitoring and
evaluation unit. 
 This occurred because 
 USAID/India did not
 ensure compliance. 
 The failure t. 
meet these commitments
impaired project implementation and USAID/India's ability 
 to
 assess project implementation problems 
 and to take timely
corrective actions. 
This report recommends that USAID/India
take actions to ensure 
 the Government fulfills 
its project

commitments. USAID/India concurred with 
 the finding and
 
recommendation.
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AUDIT O
 
MAHARASHTRA SOCIAL FORESTRY
 

PROJECT IN INDIA
 
PROJECT NO. 386-0478
 

PART I - INTRODUCTION
 

A. Background
 

The objective of the Maharashtra Social Forestry 
 Project in

India was to develop the institutional ability of 
one state

(Maharashtra) in India 
to assist villages to marage their

communal and private lands 
 for increased and sustained
 
production of forest products. 
 The objective was to be

achieved by accomplishing 
 four essential components:

establish and sustain community 
 and private plantations in

4,300 villages; establish 
and sustain district and private

narseries; train extension staff assigned 
 to the project;

and prepare research reports.
 

The Government of India was responsible for providing all
 
funds, in addition to A.I.D. funds, 
and all other resources,

required to 
 carry out the project effectively and in a

timely manner .
 The Government 
 of Maharashtra was
 
responsible for overseeing all aspects 
 of project

implementation. 
 Technical assistance contractors were to

assist the Government of Maharashtra to achieve 
the project

objective. USAID/India 
 was to monitor project

implementation to 
 ensure compliance the
with terms and
 
conditions of 
 the project agreement and to ensure 
 the
 
effective and efficient use of A.I .D. funds.
 

The project was approved on August 31, 1982 and was 
to be

completed by September 30, 
1990. The total estimated cost

of the project was $60 million, with A.I.D. and the
 
Government of India each 
 providing $30 million. A.I.D.

funding of $30 million 
included $25 million in loan funds

for plantation activities 
 and $5 million 
in grant funds for

technical assistance, training, 
 research, motivators, and

evaluations. 
 A.I.D. had disbursed $17.6 million 
as of
December 31, 1987. 
 See Exhibit 1 for an analysis of A.I.D.
obligations and expenditures by budget categories. 
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B. Audit Objectives arid Scope
 

The Office 
 of the Regional Inspector General for

Audit/Singapore 
 made a program results audit of the

project. Audit objectives were to evaluate 
(1) the progress
 

interviews with USAID/India 


in achieving the project objective, (2) the 
USAID/India management of the project,
Government of India's compliance with the 

adequacy 
and (3) 

terms 

of 
the 
and 

conditions of the project agreement. 

Audit work included a review of project reccrds and 
officials and 
 Indian officials
 

at the state and village levels. Selected tree planting

sites were visited in three villages. Review of internal
 
controls, compliance, 
 and host country contributions were
 
limited to the issues raised 
in this report.
 

The audit was performed during 1987
the period November 

threugh January 1988. 
 The audit covered the period from

inception of the project on August 31, 1982 to 
 January 28,

1988 and covered A.I.D. expenditures of $17.6 million. The

audit was 
 made in accordance with generally accepted

government auditing standards.
 

USAID/India's comments to our 
draft report were received on
May 26, 1988. Their comments have been incorporated into
 
this report as appropriate and 
the full text of the comments
 
is included as Appendix 1.
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AUDIT OF 
MAHARASHTRA SOCIAL FORESTRY
 

PROJECT IN INDIA
 
PROJECT NO. 386-0478
 

PART II - RESULTS OF AUDIT 

The project accomplished 
 the target of 4,300 villages
participating under 
 the project. 
 However, progress in
 
achieving 
 the overall objective - to develop the

institutional capability of 
the Government of Maharashtra 

assist villages to 

to
 
manage their communal and private lands
 

for increased and 
sustained production of 
 forest products ­
could not be accurately measured. 
 Some components essential
 
to accomplish the project objective were seriously 
delayed

and may 
 not be achieved. USAID/India needed to improve its
 
management of this 
project especially to ensure propriety 
of
 
payments made 
 to the Government of India and to 
ensure that
 
components essential 
to achieve the 
 project objective are
accomplished and sustained. The Government of India did 
not
 
fully comply with the 
terms and conditions of 
 the project
 
agreement.
 

The audit disclosed four problem areas. First, 
the project

method of payment did not comply with 
 A.I.D. payment
policies. Second, USAID/India's monitoring and 
reporting on
 
project achievements were inadequate. Third, mid-term
the 

evaluation report 
 recommendations 
were not implemented.

Fourth, the Government of India did 
not fulfill its project

commitments.
 

This report 
contains ten recommendations 
directed toward
 
ensuring the 
 propriety of A.I.D. payments, improving project

monitoring and 
 reporting 
 on project accomplishments,

implementing recommendations 
 in the mid-term project

evaluation 
report, and ensuring the Government of India
 
fulfills 
its project commitments.
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A. 	Findings and Recommendetions
 

1. 	The Project's Method of Payment Did Not Comply With
 
A.I .D. Payment Policies.
 

USAID/India used the "fixed amount reimbursement" method for
 
funding project activities. However, A.I.D.'s prescribed

criteria for establishment of reimbursement amounts and
 
inspection of project outputs when using This method 
 of

funding were not satisfied. The problem was attributed to
 
(1) inadequate project design such as unreasonable cost
 
estimates for each output and (2) failure to 	 the
implement

project as designed such as failure to hire contract staff
 
to assure required outputs were completed. Failure to
 
comply with the A.I.D. policies resulted in inadequate
 
assurance as to propriety about $17 million
the of 	 which
 
A.I.D. had reimbursed to the Government of India under this
 
pr oj ect . 

Recommendation No. 1
 

We recommend that prior to authorizing any additional
 
plantation activities under the project, USAID/India:
 

a. 	 ensure that the amount to be 
 reimbursed for each
 
output is fixed 
 in advance based upon reasonable
 
cost estimates, and
 

b. 	develop an inspection program and assign sufficient
 
A.I.D. or contract staff to that program to ensure
 
that project 
outputs are completed in 3ccordance
 
with plans and specifications.
 

Recommendation No. 2
 

We recommend that USAID/India in coordination with the
 
respective A.I .D. Regional Legal Advisor:
 

a. 	ascertain the propriety of the retroactive increase 
in reimbtirsement amounts under the fixed amount 
reimbursement payment method prior to making
additional payments establishedlby the revisions; 

b. 	 determine and a pp r opr i ate l y perform actions 
nece ary to a.;ce,r tain if the (;ov2rnment of 
Mahara;htr a comp)et-ed the output; f[or which it was 
r e i mbu r;e and , if not compl e ted , determine the 
related propr ioety of t-ho 17 miJ Ilion paid to the 
Government of I nd i a under the fixed amount 
reimbursement procedures; and 
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c. recover any unallowable A .I.D. 
payments made as

determined by actions 
 taken to ascertain the
 
propriety of payments made under the project.
 

Recommendation No. 3
 

We recommend that 
prior to paying the remaining installments
 
totaling $4 .8 for
million plantation activities already

authorized, USAID/India 
ensure the required inspections are
performed and the
that required outputs for those

installments are 
 completed in accordance with plans and

specifications 3tipulated 
in the project agreement.
 

Discussion
 

A.I.D. and the Government of India agreed to 
 use modified
fixed amount reimbursement (FAR) procedures to finance the

establishment of 4,300 village 
 programs. Each 
 program was
to be reimbursed for outputs in 
three installments: approval

of the village 
 management plan; completion of planting

activities.: and issuance 
 of a survival report indicating

that an acceptable level of seedlings had The
survived. 

amount to be reimbursed 
 at each of these stages and the

minimum conditions to met each
be at stage in order to
warrant reimbursement was 
 to be established in Project
 
Implementation Letters.
 

USAID/India had the
pai6 Government of India about $17
million for 
the above outputs as of December 31, 1987. This
 
included:
 

$11.8 
 million for 4,300 village management plans under
 
the first installment;
 

$1.6 million for completion of 
 village block plantation

planting activities at 3,240 villages under 
the second
 
installment; and
 

$3 .7 million for submis sion of 2,160 village survival
 
reports under the third 
installment.
 

Total A . .) . payments for completion of the remaining
village activities r(,qni red the andfor second third
installments were expected to 
 be $4 .8 million . At the
completion of the audit, USAID/India was deciding whether 
or
 
not to authorize funding for 
 about 570 additional villages


estimated .D . cost aboutat an A . of 13 .2 million. 
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A.I.D. Handbook 3, Appendix 3J, prescribes criteria for
 
using the FAR method for funding project activities. The
 
criteria specify that:
 

the amount reimbursed for each output is fixed in
 
advance based upon reasonable cost estimates;
 

A.I.D. and the host government accept the risk that
 
A.I.D. payments will not be increased or reduced per 
output if there are unforeseen cost increases or 
reductions; and 

USAID/India either through 
 its own staff or through
 
contract provides for periodic inspections of the
 
project as well as certification that the outputs have
 
been completed in accordance with plans and
 
specifications.
 

The audit disclosed that USAID/India practices did not
 
comply with prescribed FAR requirements concerning
 
establishment of reimbursement amounts and inspection of
 
project outputs. The problems of not satisfying these
 
criteria were attributed to both inadequate design and
 
failure to implement the project as designed. The problems
 
are discussed below.
 

Establishment of Reimbursement Amounts - The A.I.D. project 
paper stipulated that direct and indirect plantation costs 
were to be divided equally among the village programs. 
These costs were estimated to total Rupees 508 million (or
about $54 million at Rupees 9 .4 to 11 .00) . This worked out 
to Rupees 117,600 (312,500) per plantation, of which 
A.I.D.'s contribution was to be Rupees 54,500 (J5,800) per
 
plantation.
 

The A.I .D. project paper provided that payments to the 
Government of India were to be made in three installments. 
The first installment of Rupees 30,080 (33,200) was for the 
acceptance of the village management plan by the Government 
of Maharashtra and the respective village officials. The 
second installment of Rupees 5,640 (3600) was for the 
completion of all site preparation work and the initial 
planting of the village block plantation. The third and 
final installment of Rupees 18,780 (z2,000) was to be for 
the submission of a comprehensive survival report indicating
the progress of the community and private plantations in the 
village and that an acceptable level of seedlings had 
survived within the village two years after planting.
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Project Implementation Letter No. 3, dated March 23, 1984,
 
established that the reimbursement amounts provided for in
 
the A.I.D. project paper were expected to remain fixed
 
unless a revision, based on a review of actual 
 costs, was
 
requested 
 in writing by either the Government of India or
 
A.I.D. The agreement stipulated that costs incurred over
 
and above the installment amounts would be considered after
 
mutual discussion 
 and would be specified in subsequent
 
Project Implementation Letters.
 

On March 31, 1987, 
USAID/India issued Project Implementation 
Letter No. 12 which increased A.I .D. reimbursement for each 
insta]]m,nt. Thhe respective local currency increases and 
respective dollars base6 on an exchange rate of Rupees 13.0 
to 1 .0 were Rupees 10,240 ($1788) for each management plan,
Rupees 1 ,690 (3110) for each completion of planting
activity, and RuIees 6,880 ($;529) 
 for each survival report.

For project activities approved as of December 31, 1987, 
 the
 
additional A.I.D. 
 payments attributed to the increased
 
reimbursement amounts were expected 
to be about 32.7 million.
 

There were 
several problems concerning the establishment of 
the reimbursement amounts. One problem was that the amounts 
origi..ally established for each output were based onnot 

reasonable cost estimates. Although the project paper

stated that the 
Rupees 30,080 ($3,200) established for the
 
first installment represented the estimated direct and
 
indirect costs to develop each village management plan,

available documentation 
 and discussion with USAID/India

officials indicated the amount 
 greatly exceeded the actual
 
average cost 
 to develop an approved plan. In addition, 
USAID/India paid $ 1 .6 million for 540 management plans
which Government of Maharashtra officials said were 
essentially completed prior March 31, theto 1983; whereas,

Government reported to USAID/India that total project costs 
as of that date were about $1 .0 million. USAID/India also 
did not have documents to support that the reimbursement 
amounts established for the other two outputs were based on
 
reasonable cost estimates. 

In its comments to the draft audit report, USAID/India
believed it was pertinent to mention that at the time 
USAID/India disbursed the $1 .6 million Octoberin 1983, the 
actual project costs incurred by the Government of
Maharashtra were about 34 .6 million . USAID/India also 
wanted the final repor t to note that (1) although the 
individual outputs were not supported with cost estimates,
the total amount fixed for the three outputs collectively 
was based on cost estimates and (2) the project paper stated 
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that the amounts of $3,200 established for the first
 
installment reflected the importance placed 
 up-., the
 
preparation of carefully developed and fully 
 agreed
 
management plans by both USAID/India and the Government of
 
Maharashtra. In our view, these comments do not refute but
 
support the finding that the amounts 
fixed for each output
 
were not based upon reasonable cost estimates.
 

A second problem concerning the establishment of
 
reimbursement amounts was that the revised amounts were not
 
fixed in advance. For example, Project Implementation
 
Letter No. 12, dated March 31, 1987, retroactively increased
 
the reimbursement amounts which were already agreed upon and
 
which covered costs already incurred by the Government of
 
India to produce the outputs. For example, the revised
 
amount for the first installment resulted in additional
 
A.I.D. payments of $833,000 to the Government of India for
 
1,060 management plans that the Government of Maharashtra
 
reported were completed and for which USAID/India had
 
already approved payment (based on the original

reimbursement amount) prior to March 31, 
1987. In another
 
example, an additional $428,000 was paid for the third
 
installment related to seedlings planted in the summer of
 
1984. Between March 31, 1937 and December 31, 1987, A.I.D.
 
had paid $1.4 million and was expected to pay an additional
 
$1.3 million due to the revised reimbursement amounts.
 

In addition, USAID/India used actual project costs reported

by the Government through the end of March 1986 as part of
 
the total estimated cost 
 which was a basis for the revised
 
reimbursement amounts. Thus, the inclusion of 
 the actual
 
costs as a basis for the reimbursements negated A.I.D.'s
 
policy that A.I.D. and the recipient country accept the risk
 
under the FAR payment method that A.I.D. payments will not
 
be increased or reduced per output if tnere were 
unforeseen
 
cost increases or reductions.
 

Also, some proposed costs used to justify the upward

revision of the fixed amount reimbursement rates were not
 
incurred. For example, the estimated total direct
 
plantation project costs for the year ended March 31, 
1987
 
were $6.5 million, whereas, actual reported costs were only
 
$4.7 million. USAID/India said the reasons for the lower
 
costs were because the proposed wage hikes were not
 
approved, and the Government of Maharashtra imposed funding
 
constraints on project activities.
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3 

USAID/India Inspections and Certifications - USAID/India

monitoring and administrative approval of vouchers not
were 

adequate to assure that outputs 
had been completed in
 
accordance with approved plans 
 and specifications and that
 
A.I.D. payments of 317 million 
 to the Government of India
 
were efficiently and effectively A.I.D.
spent. Handbook 

specifically states that reimbursement must be refused wheo
 
the plans and specifications were not met. USAID/India 
 had
 
not refused any reimbursement claims . Examples of
 
inadequate assurances to
as the propriety of reimbursements
 
and examples when reimbursements probably should have been
 
refused for the three outputs are noted below.
 

USAID/India did not ensure 
 that management plans

required for the first installment satisfied important
 
requirements prescribed 
 in the guidelines which
 
USAID/India approved as a condition precedent to A.I.D.
 
disbursements for the plans. Of the 4,300 plans paid

for by A.I.D., USAID/India officials Leviewed only five
 
plans. This review consisted of reading the one plan

that was in English and relying on brief and 
 informal
 
translotions 
 given by Government of Maharashtra
 
officials on the other four plans reviewed. The one
 
plan that was in English did not adequately discuss or
 
include several pertinent issues required by the
 
guidelines. 
 Examples of these issues included (1)

involvement of women for project 
 implementation, (2)

prevalent markets disposal of
for surplus forest
 
produce, (3) time schedules and training programs for
 
certain activities such as nursery production 
 and
 
planting operations, and (4) details on the method of
 
tending and protecting the plantations. In December
 
1987, USAID/India confirmed in a letter to the
 
Government of Maharashtra that USAID/India and the
 
Government agreed that the 4,300 management 
 plans

prepared under the project were of little value. Both
 
this letter and the mid-term evaluation report on this
 
project issued in December 1985 identified problems in
 
the above four areas and concluded that the management

plans needed to adequately address these issues.
 

USAID/India did not monitor nor ensure that 
the number
 
identified the
of acres in Government of Maharashtra's
 

management 
plans were actually planted as required for 
the second installment. Some payments were 
questionable. For example, the Government reported to 
the auditors that 15 vi]laoes for which A.I.D. made 
reimbursement for planting did not include 
 community 
block plantations. Payments for these villages were
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questionable because the planting 
on community block
 
plantaticns was this
required for installment according

to the project agreement. Furthermore, USAID/India did
 
not require the Government to report and did not have

data available 
 to compare and assure the hectares
 
required under the management plan for community block
 
plantations were actually planted.
 

USAID/India 
 did not assure a survival report was
 
prepared and acceptable stocking levels had been
 
achieved which the
were bases for the third
 
installment. 
 The stocking level was to indicate (1) the
 
percentage of trees 
 that were viable compared with the
 
number of seedlings specified by species given in the

village management 
plan and (2) wnether a sufticient
 
number of trees had survived and thus whether the area

had become a viable unit of production for the village.

USAID/India relied almost completely 
 on the Government

of Maharashtra 
 to monitor the survival rate of seedlings

planted and assure
to the survival reports were
 
prepared. For example, USAID/India reimbursed the
 
Government of India 
 31.6 million for 810 village

survival reports on seedlings originally planted around
 
July 1985. 
The payment was based almost entirely on a
 
certification by Government
the that the reports were
 
prepared as requi.red. USAID/India officials did not
 
review any of the survival reports to assure they

included 
 the required data and only performed a cursory

inspection at two of the 
 810 villages to verify the
 
survival rates by
reported the Government. An example

of specific questionable payments under 
 this installment
 
was for the 15 villages mentioned previously that did
 
not have any community block plantations. As with the

installment for planting, a
tree requirement for the
 
third installment was acceptable rate
an stocking at
 
community block plantations.
 

USAID/India officials attributed the 
inadequate inspections

to insufIicient A.T .D. staff resources assigned to perform
these functions . However, problem havethis could been

alleviated i J USAID/India had contracted for technical
 
assistance a5 provided for in the A.I.D. project paper and 
in the initial project agreement. These documents allocated
$3.1 million [or technical assistance contractors who were 
to assist A.I .D. staff in project management and monitoring
responsibility. USAID/India, 
however, never hired the 
contractors beJcause it decided the Government of Maharashtra
 
could satisfactorily perform the respective monitoring and
 
eva]uation functions.
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As previously mentioned, one 
of A.I.D.'s criteria for using

the FAR method of payment requires that A.I.D. through its
 
own staff or through contract provide for periodic

inspections to assure that project outputs been
have 

completed 
 in accordance with plans and specifications.

A.T.D. Handbook 
3 adds that since savings from the estimated
 
costs accrue to the recipient country, it is particularly

important that attention 
 be given to guaranteeing that 
pLojects be implemented in accordance with agreed plans and 
specifications and that any possible co]lusion between
 
implementation and inspection 
 personnel concerning

modifications 
 in inputs be avoided. Thus, USAID/India's

practice of relying almost entirely on Government of
 
Maharashtra personnel to the
assure outputs were completed

in accordance prescribed
with plans and specifications was
 
contrary to A.I .D. payment policies. 

Conclusion - USAID/India used the FAR procedures to pay the 
Government of India e-en though the A.I.D. criteria for
 
establishment of reimbursement amounts and inspection of
 
prcject outputs were not satisfied. Failure to comply with

these criteria resulted in inadequate assurance as to the
propriety of about $17 million which A.I.D. reimbursed to 
the Government of India under this project. 

Management Comments 

USAID/India generally concurred thewith three
recommendations under this finding. USAID/India stated that 
no 
 additional plantation activities will be funded under the
 
project. USAID/India also stated that: (1) in coordination 
with the 
 Regional Legal Advisor, it has ascertained that the

retroactive increase in tile reimbursement amount was
 
inappropriate -- absent extraordinary 
circumstances; (2) a
Project Implementation Letter was issued rescinding the 
upwaid revision of fixed amount reimbur'3ement rates; (3) a
 
random sample survey will be performed to determine whether
 
or not 
 the outputs required for reimbursement were completed
 
as planned; (4) appropriate action would be 
taken to recover
 
unallowable A.T .D payments; and (5) additional A.I.D.
 
payments were being withheld until the survey on project 
outputs is comrpieted. 

In addi tion to i ts comments on each recommendation,
USAID/India s,tr ongly objected to the generalizaticn that 
failure to comply with A.I.D. policies resulted in both
inadeouate assurance as to the propriety and inefficient use
of a substantial portion of about $17 million paid under the 
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fixed amount reimbursement procedure. USAID/India stated
 
that payments have been made for work 
that has actually been
 
done, the project's plantation targets have been achieved,

and supporting documentation for the 
 payments are available
 
at field locations which 
the audit report does not mention.
 
USAID/India, however, 
 agreed that its inspection efforts
 
were less than those required under the fixed amount
 
reimbursement procedures.
 

USAID/India also suggested 
 changes or provided other
 
comments concerning the establishment of reimbursement
 
amounts and the completion of survival reports.
 

Office ofIrisector General Comments
 

Based on USAID/India's corrective actions. 
 Recommendation
 
No. 1 and part (a) of Recommendation No. 2 are closed upon

issuance of this report. Part 
(b) of Recommendation No. 2
 
is considered resolved and 
 will be closed when USAID/India

provides evidence that the survey of project outputs is 
completed, and USAID/India has determined the propriety of 
payments made to the Government of India under the fixed 
amount reimbursement procedures. Part of(c) Recommendation 
No. 2 will be ciesea upon recovery of any unallowable 
payments . Recommendation No. 3 is resolved and will be 
closed when USAID/India provides evidence that required
outputs for the remaining installments were completed. 

Concerning the comments USAID/Ind ia,additional by this 
audit report supports that there was inadequate assurance as 
to the propriety and inefficient use of A.I.D. funds. An 
example would the million A.I.D.be 31 .4 in payments which
had been made for the retroactive increase in the fixed 
amount reimhirsement rates. In addition, the fact that 
USAID/India 
 will perform a random sample to determine 
whether the outputs required for reimbursement were 
completed as p] anned substantiates that USAID/India had 
inadequato assurance to propriety A.I .D.as the of payments
to the Governmennt of India. However, due to corrective
 
actions taken or agreed to by USAID/India, the specific
statement on inefficient use of funds is not included in 
this report. 

USAID/Ind ia comments concerning the establishment of 
reimhursement amounts and survival reports have been 
considered and incorporated into or deleted from the report 
as appr opr i ate . 
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2. 	 USAID/India's Monitoring and Reporting On Project 
Achievements Were Inadequate. 

A.I.D. is required by law and U.S. Government management

standards to monitor and evaluate 
 the use and results of
 
development assistance to ensure that U.S. Government funds
 
are used 
 as effectively as possible. These requirements
 
were not met on the Maharashtra Social Forestry Project

because USAID/India did not have quantifiable indicators
 
(targets and timeframes) to measure achievements and
 
adequate procedures for monitoring and reporting on project

accomplishments. As a result, USAID/India did not have
 
sufficient information to (1) measure project achievements, 
(2) determine what could be accomplished within the
 
remaining time 
and 	budget, and (3) make timely decisions on
 
deobligation of funds. The inadequate 
monitoring also 
resulted in some essential project components which were 
seriously delayed and may not be achieved. 

Recommendation No. 4
 

We recommend that USAID/India in coordination with the 
Government of India: 

a. 	establish quantifiable indicators to measure project
achievements; and 

b. 	revise the project implementation plans to include as a 
minimum specific targets and timeframes for extension 
training of Government of Maharashtra officials,
preparation of research reports, and disbursement of 
grant funds. 

Recommendation No . 5 

We recommend that USAID/India deobligate any grant funds
 
determined 
 not needed based on the revised project
 
implementation plans.
 

Recommendation No . 6 

We recommend that USAID/India develop a system to monitor 
and report on progress in achieving the four project 
components essential to accomplishing the project objective. 
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Recommendation No. 7
 

We recommend that USAID/India reassess the need and
 
propriety for funding project motivators with A.I.D. grant

funds and, as appropriate, ensure the motivators are used
 
for project implementation or deobligate/recommit the
 
$500,000 committed for motivators.
 

Recommendation No. 8
 

We recommend that prior to authorizing additional village

participation under the project, USAID/India assess whether
 
the project objective and essential project components (e.g.

nurserics arid plantations) will be achieved and sustained.
 

Discussion
 

The Foreign Assistance Act 
 requires A.I.D. to establish a
 
management system that includes: (1) 
the definition of
 
objectives a;id 
programs; (2) the development of quantitative

indicators of progress toward these objectives; (3) the
 
orderly consideration 
 of alternative means for accomplishing

such objiectives ; and (4) the adoption of methods for 
comparing actual versus anticipated results. In addition,
Office of Maiagem-nt and Budget Circular A-117 requires that 
A.I.1). asses the effectiveness and efficiency of
development progr ams on a continuing basis. In short,
A .1 .). is r equ ired by law and U .S . Government management
standards to monitor and evaluate the use and results of
 
development assistance ensure U.S.
to that Government funds
 
are Use7 0d as5 of oCt iVe(lIy as )0!
possible. 

A .1 .. liandbook 3 r equ i r es that: (1) the project design
identify s}pec: Ic quantifiable indicators to measure 
progress in providing project inputs and achieving expected
outputs and rel ated project objectives ; (2) the project
include aJetai l d implementation plans for achieving project
object ive!s; ind (3) project budgets and implementation plans
be updat ed per iodical ly or, at a min imum , whenever
sign f icant 1 occur . Thede ays updating requirement was 
considered f.ssential for effect ive project management and 
monitoring. The Handbook aLso states that project
impl emen tor ; mnust have !pec; if ic measurement and reporting
sy s tem, wti i c h w i I 1 keefp everyone adv i sed on t he status of 
act iv it. io; and idonent.ify deviations from plans; and schedules 
in a tieIwly mann r. 

The imo1r t.ancI, of quantitative indicators to improve
A.I .D. s monitoring and evaluation systems was stressed in a 
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May 1987 cable (State 164240) to all A.I.D. missions. The
 
cable stipulated that the A.I.D. Administrator strongly

endorsed the position 
 that improved monitoring and
 
evaluation systems be in
can instrumental generating

empirical data for measuring the results 
 and accomplishments

of A.I.D. programs. The Administrator was especially

interested in having A.I.D. work toward 
 the use of targets

and indicators in the monitoring and evaluation process.

The Administrator also noted 
 that good data on project

accomplishments 
can have a powerful positive effect when
 
presented to host country officials and the United States
 
Congress.
 

The Dbjective of the Maharashtra Social Forestry Project 
 in

India was to develop the institutional ability of one state

(Maharashtra) in India to 
 assist villages to manage their
 
communal and private lands for increased and sustained
 
production of forest products. 
 The objective was to be

achieved by accomplishing four essential components:

establish and sustain community and private forest

plantations in 4,300 villages; establish and sustain private

and district nurseries; train extension 
 staff assigned to

the project; and prepare research reports. At the end of 
the audit, USAID/India was in the process of deciding
whether or not to authorize funding for abouc 5370 additional 
villages at an estimated A.I .D. cost of about $3.2 million. 

USAI)/India did not effectively monitor and evaluate project
achievements to ensure that A.I .D. funds were asused 
effectively as possible. This occurred because USAID/India
did not nave CLuanti fi able indicators (targets and
timeframes) to measure achievements and adequate procedures
for monitoring and reporting on project achievements. 

The monitor ing and report ing problems related with
achievements of each of the four essential project
components and pr obIems in ussing A.1 .1). grant funds are 
discussed be I ow 

EstabI i h and Snstain Forestry Plantations - This output was 
-orei-)] Ihi in and} sustaining comnunity an d pr ivate

plantat ion.; of fu1l wood, fodder , fruit and other ..pf-cies
The project- do!,i gn p'oj ected the p1anting of 81.,000 hectares
of commlin iLty and pr ivate lands in 4,300 vi]] age.s and 
es tab i ';h( t i l( I r'aelns for i rlc r eflI(o) til IIy ach i ev in g these 
tar qf-t.:;. Arn inpor t ant- part of th if, outptlt was to a;,.;ure an 
appr opr 1a t,, i t-r i 1ut ion o f pro) ct produce . linpov#r i;hed 
groups! w'rf, tIo reice Ive pr iori ty in tLh di.!:tr ihition of the
produce- . Hlowever , .p'ec i f c tar qe ts and i me f rt ames for the 
production and di5tsri)Iution of produce under the project had 
not been e.,tahl ished 
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USAID/India generally monitored 
 and included in its
 
management reports the achievement of the targets

established for the number of villages 
 participating and
 
hectares planted 
 under the project. However, USAID/India

did not monitor and report on the sustainability of
 
community and private plantations established under the
project. For example, USAID/India did not have a system or

the data to ascertain 
 the operating status of plantations

established under project
the (i.e., how many of the

plantations were 
still operating and what percentage of the
 
seedlings provided the had
under project survived).

USAID/India also had not established 
a system to monitor and
 
report on the distribution of project produce. These data
 
and systems were needed by USAID/India to ascertain whether
 
or 
 not the output for establishing and sustaining forestry

plantations was being 
 achieved and to take corrective
 
actions on project implementation problems.
 

Also, 
 the Government of Maharashtra did not have 
 an
 
effective system to (1) monitor achievements of this output,

(2) oetermine if the achievements were sustained, and (3)

identify and take to
actions resolve project implementation

problems . For example, the Government' s monitor ing of

community block plantation activities was generally

terminated 
 three years after the planting and before any

significont distribution of produce. A Government o?"

Maharashtra official 
 said a system was initiated in July

1987 to monitor the activities after the three year period,

but sufficient 
 data had not yet been obtained or compiled at
 
the time of the audit to determ ine the adequacy of the
 
system. The 
 Gover nment also had not established a system to 
measure achieve,:ments in sust, ing private plantations.
 

Additional ly, our work there
audit disclosed couid be
 
problems in achiov1n, or ;ust ining achievements under this
 
output. For example, * ,350 vii ages should 
 have accepted

management re;pons hi iity for community plantations as of
 
July 31 , 1987 . The Government of Maharashtra reported 
 to
 
the auditors in November 
1987 that 662 of these villages had
 
not yet acc.pted or t.he Gove rrment did know thenot if 

vi llage; had ,Ccopt,.d r espons 1hi i ty. Government officials
stated thFiat the ma ior r,,,d,;ons the. v i llage; did riot accept
respon: ib i I it y wereo be)ocausev:;, t hy (1(1 not have f unds or 
experie.n ,d people to m, i ,tiin the plantat ion-

In , id Ion , ,t tte request of FLh, auditoris, he (;ovlr nment 
of MAhl aqhtF.,, deve.loped dita on t.he o p),,rait1 n ; of 25 

, wetoviil ,,j wnih s"'1 c tvd 1 , s,,I on a r aidom amp] e . Th e 
dlata lini aoitpd o a tih i ate o" odI lng osse's. The A .1 .1. 
projc'Ct pper and proj ect agreement provided thatend-o -project torget was to increaqe rates 

the 
surv i val ofseedll ings the r st year after planting to more than 60 
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percent and, after replacing casualties at the end of the
 
first year, a stocking level in excess of 80 percent by the
 
end of the second year. Examples of problems concerning the
 
viability of plantations identified 
 for the 25 villages
 
included the following.
 

Three of the five villages where plantino 
1983 reported survival rates in 198( 
community block plantations of 3 percent, 4 

was done 
or 1987 
percent 

in 
for 
and 

29 percent, respectively. 

One village planted 16,155 seedlings for a community

block plantation in 1985. Replacement of seedlings due
 
to losses over the next two years were reportedly 10,500
 
and 5,775 seedlings, respectively. Thus, the project

provided 32,430 seedlings for this plantation. The
 
Government reported that 11,496 (35 percent 
 of total 
planted) had survived as of November 1987. Furthermore,
the number of casualty replacements were more than the 
number of seediings initially plante(i under the project. 

A villago where planting was done in 1984 had reported
survival rates in May 1987 of 40 percent for block
 
plantations and 34 
 percent for all plantations included
 
under the project. 

The reported survival rate was 15 percent in October
 
1987 for 40,000 seedlings planted in 1986 for private

plantations in one village.
 

The data provided the auditors did not identify the reasons
 
for the high rate of seedling losses . However, the
 
Government of MaharashtrA 
 reported in its reimbursement 
claims for the third insta IIment under this project that 
seedling losses were generally attributed to little rain, 
poor soil conditions, and (laiage by stray cattle and other 
animal :;. 

Estabhl ih 'Id !;PII~ti Pr ivate and,t. i rict- N rser.e _ Th is 
co rponellt. , 1! 10a1 ii lng54 dstr i(t nurs er ies andw:; 1for 
4,300 )riv,t,, - rI : i ':; by Jun,' 30, 1984 and May 31, 1988, 
re.,pct- vo'ly . 'Th. )roJ'ct LPsi.,- projC ectedi that the 
distr it r r'I r ' ; woul Id produce 76 rii I ion Seedlings 
annu al 'I Ind ',11 priv,t e ruir ,sr 1 w'. wou 1(I prod uc ' 65 mn 1 lion
Seed lI ig'; ,]Iir I iq t,' i I;ht.-y,.'ar pir oj*ct p'r iod. The project
par)' I (I IlldId t I ,l'ide i ncr oim'n t.a I t ine f ram s for product ion 
by tlhe prl i vat'' nili :-.0- i' . 'Ph.' Iproj ct'paper ,;tat-te d t-'hat the 
pr ivat,. nu:n 5 -I2,' W,re ,1 koy element ir developing the 
expe1rt. 1.;;, or (f)lit ll igq Lhe ;ocial forestry program after 
the pro oct, wa,:; comnpl ote(d(J 
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Data developed during the mid-term project 
 evaluation in
 
October 
 1985 showed that the projection for establishing
 
private nurseries was far from 
 being achieved. The data
 
showed that only 472 of the 
2,160 private nurseries which
 
should have been established by that time had been
 
established. The evaluation report recommended that private
 
nurseries be substantially expanded.
 

Neither the Government of Maharashtra nor USAID/India knew
 
how many private and district nurseries established under
 
the project had sustained operations. The Government only
 

to
had reports identify how many nurseries were established
 
in a given year and the seedlings produced that year. The
 
Government did not monitor or have reports on 
the nurseries'
 
operations after the first year. USAID/India's management

reports did not identify quantified data to measure progress

in achieving this output.
 

The audit attempted to determine the extent private
nurseries were established and sustained operations under 
the project. The auditors requested the Government of
 
Maharashtra to identify the number 
of such nurseries in the
 
2S villages which were randomly selected that produced

seedlings for the June/July 1987 planting 
 season. The
 
Government of Maharashtra reported that no private nurseries
 
established under the project in these 
 villages produced

seedlings for 
 that planting season. Government of
 
Maharashtra officials said 
the Government of India began a
 
national program 
 in October 1986 to establish private

nurseries but the officials (lid not consider establishing
private nurseries as an objective of this A.I .D .- funded
project after that date. USAID/India officials were not 
aware of the Government of Maharashtra decision not to 
include private nurseries under this A. .D.-funded project. 

Train Extension - component to forStatff This was provide
about 700 trai ned and experienced extension staff . The 
project design included a yearly in-country training
schedule for this staff during the project period. The 
project paper st.i piulated that the extension program would be 
the key e]ement necessary to achieve A. ..D project goals. 

U.S.A.] .D/Idia did not monitor Jr include in its management 
report:; i ther the number of extension staff trained or 
informat ion on the sn ccess of such in-country training.
Governm.nt of Maharashtra officials also could providenot 
the audi tor:; wi tLn this information when requested in 
November 1987 . The!oI ic(i a I s aid they would develop the 
informatI on but did not have it available when the auditors 
followed up on the request in January 1988. 
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The mid-term evaluation report issued in December 1985 noted

that extension training for staff was
all severely lacking.

In December 1987, USAID/India notified the Government of
Maharashtra that the Government's plantation officers and
 
assistant plantation officers, who were 
expected to do the
 
most extension work, 
 were grossly undertrained in extension

methodology. USAID/India also that
noted villages had
 
generally not cooperated largely 
due to the lack of time

availaole 
to these officers to function in their primary

capacity as extension agents.
 

Prepare Research Reports 
 - The project paper identified the

"objectively verifiable indicator" for this component 
 as the
preparation of research
150 reports. The paper did not

identify the specific timeframes for preparing the reports.

The primary purpose of this output was 
to address technical
 
constraints encountered 
in pzoject implementation.
 

USAID/India's management reports 
 did not identify progress

in achieving 
 this output or discuss problems in this area.
 
In fact, no research reports had 
 been issued under the
 
project as of December 31, 1987. 

The mid-term project evaluation 
 report issued in December
 
1985 noted that numerous technical problems had surfaced

which reduced the Government of Maharashtra staff's ability

to effectively discharge their duties. 
 The report concluded
 
that research activities were needed to 
find solutions to

the problems. In December 
1987, USAID/India sent a letter
 
to 
 the Government of Maharashtra stating that increased
 
priority and funding for 
research activities were needed 
to
 
achieve the project objective. 

Grant Fundi ni - Grant funds of 35 million were approved
under the project for such costs as technical assistance,
training, research, motivators, and evaluations. 

project d,es i gn and USAID/India 

The
 
officials considered these 

components e;;enti al to achieve the above outputs. 

Very little of the grant funds had been used . As shown in
Exhibit 1, only about :550,000 of the $5 mi liion A .I .D.

grant: f urids had )c en pent as of December 31, 1987. 
USAI D/Ind ia ( id not revise the oI iginal budget to show 
project,d ni od; over the remini ng ].ife of the project. 

In o) r opinion, tLere0 is a good chanco that a revision of
the ItIIpl 'mntat ion 1)l ar wou II show the potent i al to
deob i gatet or reprogram fll(ls . For example, the project
agreement a l1ocat ed f-iind:; ofgrant $500,000 for paymen ts to mo ti va to r,; . No f (1u)d; we r e spent and the Government of
Mahar asit: ra dec ided to d i scon t in ie the use of motivators 
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under the project effective April 1, 1987. Government
 
officials said the motivators were useful project
not for 

purposes. Furthermore, justifi-ation for using grant funds
 
to fund motivators was questionable because about $2.0
 
million for motivators was already included in the estimated
 
costs used as for
a basis A.I.D. loan fund reimbursements to

the Government of 
India for plantation activities. Training

would be another example for potential deobligation. Only

about $500,000 of approximately $2.5 million allocated for
 
training were spent. 
 The project paper projected that

essentially all of the training funds would have been spent

by December 1987.
 

Conclusion - USAID/India did not have sufficient 
 information
 
to (1) measure project achievements, (2) determine what
 
could be accomplished within the remaining time and budget,

and (3) make timely decisions on deobligation of funds.
 
Some components essential for accomplishing the project

objective were seriously delayed and probably will 
 not be

achieved. USAID/India needs to 
 establish quantifiable

indicators to measure 
 project achievements and adequate

procedures for monitoring and reporting 
 on project

accomplishments. USAID/India 
 should also have reasonable
 
assurance 
 that the project objective is being achieved and

will be sustained prior to authorizing additional village

participation under the project.
 

Management Comments 

USAID/India 
 concurred with all recommended actions under

this finding, except part (a) of Recommendation No. 4 to

establish quantifiable indicators to 
 measure project

achievements. They requested 
 closure of part (a) because
 
field implementation the project was
of completed in August

1987 and no additional 
field activities were anticipated.
 

USAID/India agreed to revise the project 
 implementation

plans and were in 
the process of discussing the plans with

the Government of Maharashtra. They further agreed to
deobligate 
 any grant funds determined not needed based on
the revised plans, and to establish a system to monitor and 
report on project progress through the establishment of a

Monitoring and Evaluation Unit by the Government 
 of
Maharashtra. In event Government
the the of Maharashtra
 
does not establish the unit, will
evaluation USAID/India
util ize project funds to monitor the project through
contractors . After reassessing the situation and based onthe revised imp] ementat ion p) ans, !JSAID/Ind ia intends
deob igate/recommit t any unneeded grant 

to 
funds set aside for

motivators . Also USAID/India stated that no additional
vill age p.antat ions will be financed under the project and
negotiations were being held to deobligate The remaining
unutilized project loan funds. 
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Office of Inspector Genera]. Comments
 

Based on USAID/India actions 
 as noted in 
 their written
 response to 
the draft report, Recommendation No. 8 
 is closed
upon issuance of this 
 report. Part 
(a) of Recommendation
No. 4 is unresolved because we 
believe 
 that even though no
additional field 
 activities were anticipated, quantifiable

indicators 
 should be established for the 
 production and
distribution of produce 
 under the project. Timeframes

should 
 also be established 
 for the preparation of the 150
research reports identified as 
 the "objectively verifiable
indicator" 
 for the research component of the project. Part
(a) will be closed when USAID/India provides evidence 
 that
the recommended 
 targets and timeframes have been
 
established.
 

The remaining recommended actions 
 in this finding are all
resolved. 
 Part (b) of Recommendation No. 
4 will be closed
when the revised implementation plans 
 have been finalized.
Recommendation 
 No. 5 will 
 bie closed when USAID/India

deobligates any unneeded grant 
funds. Recommendation 
 No. 6
will be closed upon development of 
 a project monitoring
system which includes specific USAID/India actions within
system. Recommendation
the No. 7 will be closed when
USAID/India provides documentary support on 
the propriety of
using A.I.D. grant 
 funds for motivators and evidence that
the remaining unutilized grant funds 
 allocated for

motivators have 
been deobligated.
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3. 	 Mid-Term Evaluation Report Recommendations Were Not
 
Implemented.
 

A.I.D. policy equires that A.I.D. missions ensure that
recommendations in project evaluation reports are resolved
 
and appropriately implemented. Most of 
the recommendations 
in the mid-term evaluation report for this project were notimplemented because USAID/India did not have a follow-up
system to ensure that the recommended actions were

appropriately resolved and implemented. 
 As 	 a result,
problems identified in the evaluation report continued co

seriously impair project implementation and preclude

measurable achievements 
 two years after corrective actions
 
were recommended. 

Recommrendation No. 9 

We recommend that USAID/India:
 

ensure the
a . that recommendations 
 in the mid-term 
evaluation report for the Maharashtra Social Forestry
Project are resolved and implemented; and 

b. 	 establish a system to assure recommendations in project

evaluation reports are resolved 
and 	implemented.
 

Discussion
 

A.I.D. 
 Handbook 3 and the A.I.D. Evaluation Handbook
 
stipulate that A.I.D. missions should respond to
 
recommendations presented evaluation
in 	 reports. The
 response may be 
 a complete or partial acceptance of a

recommendation, a proposed alternative action 
accompli shes the same objective, or rejection 

that 
of 	 a


recommendation. The 	 course of action to be followed must bedocumented and rejections or modification of recommendations 
must be expI 	ai r.ed . The miss ions are also required
establish a sysqtfwm I or 	

to 
fol Iowing-up on the decided course ofaction in response to evaluation recommendations to ensure

that these actions are imp],Illeented. 

The A.1 .1).v a I u at ion lPandbook 	 that primarys ta tes the 
purpose for conducting an eva Iat ion is to obtain
information t-hat can hI pl managers) 	 improve the performance
and 	 e f f-ec t ivenes, of the act iv i ty . The Handbook further 
states that the evaluat ion process is not complete until
action is taken on the evaluation report recommendations. 
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30 

The mid-term project evaluation 
 report issued in December
1985 
 included 41 recommendations. USAID/India officials met
in February to
1986 discuss 
 the report's findings and
concluded that each of 
 the report's recommendations should
have been implemented by December 31, 
 1986. Notwithstanding
thic decision, USAID/India and Government of Maharashtra
officials indicated 
 that most of 
the recommendations in 
the
report still had 
not been implemented of
as December 1987.
Exhibit 2 identifies 
 the implementation status for
selected recommendations in 
the report as of December 31,
 
1987.
 

USAID/India did not take the 
appropriate corrective action
primarily because they did not have a follow-up system toensure 
 that the recommended 
actions were appropriately
resolved and implemented. 
 In March 1986, a [ISAID/India
official 
 was assigned responsibility 
 to (1) initiate
discussions 
with the Governments 
of India and Maharashtra
regarding their response to the 
 evaluation recommendations,

(2) document actions taken 
to implement the recommendations,
and (3) provide USAID/India management 
 with quarterly
reports on the status of implementation. However, these
tasks werr not 
 performed and mission management did not
 
ensure that they were 
accomplished.
 

As a result of the audit, USAID/India sent a letter to the
Government of Maharashtra 
 in November 1987 requesting the
Government to submit to USAID/India a written report stating
the current status of 
 actions being taken or 
 already
completed to address 
 the recommendations. This was a good
start to 
resolve this problem. However, 
 the Government had
not yet provided 
 its response to USAID/India when the audit

field work was completed 
at the end of January 1988.
 

USAID/India officials 
 acknowledged 
that the lack of an
effective follow-up system assureto evaluation reportrecommendations 
were resolved and implementpd was systemic
a
problem. The auditors 
 noted that USAID/India Orders 
(i.e.,
Numbers 650 
and 660) issued in 1987 
 which related to this
issue did not assign specific responsibility and establish
procedures 
 to follow-up 
 on evaluation 
 report
recommendations. 
 At the completion 
 of the audit,
USAID/India was revising one of the orders 
 to resolve the
 
problem.
 

The failure to implement the actions r ecommended in theevaluation report on the Maharashtra Social Forestry Projectresulted in many problems which continued to seriouslyimpair project implementation and preclude measur abl.eachievements 
 two years after corrective actions were
recommended . Examples of these problems for three specific
project activities notedare below. 
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Training - The evaluation report identified several problems

concerning the training component. One of the problems was
 
the Government of Maharashtra staff 
 fell far short of the

training needed and outlined in 
 the A.I.D. project paper.

The report noted that training of 
senior staff and extension
 
training 
 for all staff was severely lacking and that
 
overseas training 
 was virtually non-existent. The

evaluation report recommended that (1) bottlenecks impeding

the nomination, selection, 
 and approval of individuals
 
associated with 
 overseas training be eliminated, (2) the
training program for extension workers be improved, and (3)
village motivators be given specialized training.
 

None of the three recommendations mentioned above were

implemented. For example, 
 the training schedule provided

that 78 participants should have received overseas training

by December 31, 
1987 -- only 24 participants had received

such training by that time. 
 Government of Maharashtra and
 
USAID/India officials could not 
identify at the time of the

audit how many of 
 the 950 participants scheduled under the

project 
 design had actually attended the senior staff
 
extension 
 program and the plantation officers extension
 
course. Concerning 
 the training for metivators, the
training was 
 not provided and the Government of Ma'iarashtra
 
discontinued the use of motivators for project purposes

effective April 1, 1987.
 

Transfer of Plantation Management Responsibilities - The 
report stated that many villages were expressing a
reluctance to 
 assume the management responsibility of
 
community plantations. One of the report's 
 recommendations
 
was that the Government of Maharashtra structure activities
 
involving the acceptance of responsibility for management of

the community plantation starting with 
the development of a
 
village management plan and continually increase until three
 
years after tree planting at 
 which time the village was
 
expected 
 to assume management of the plantation. This
 
recommendation was not implemented as 
of December 31, 1987.
 

USAID/India did not 
 know how many of the 1,350 villages
which should have assumed management responsibility for the
plantations at the time of the audit had done so.
Government of Maharashtra provided the auditors 

The 
a list that 

showed 662 of the 1,350 villages either had not yet assumed
responsibi] ity or the Government did not know i f they had 
assumed te?.-pons ibi 1.i iy. 

USA I D/ I idi a and (ove r umen t of Mah a r ash t r a off i ( i a 1s said many v il ages weIre r , I uc t ant to accept management 
r P Fpons ii 11 i t y for the commun i ty )1 an tat i ons becaIsO ofinadequaLe financial r our c sf; and training to protect and 
manage the plantat ions. 
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Monitoring and Evaluation - The evaluation report statedthat the Government of Ma'arashtra's iiformation systems 
 on
project activities 
were very limited. The systems did not
adequately (1) provide 
 data on productivity, 
 (2) identify
problems which consti ained project effectiveness, (31provide information to formulate plans, (4) justify program
actions and budgets, and (5) provide information toformulate 
 management alternatives. 
 The report concluded
that the rapid implementation of monitoring and evaluation
systems was essential to 
the long-term sustainability of the

project objectives. 

The report recommended 
 that the Government of Maharashtra
 
needed to implement the 
 plan proposed the
implementing agency 

by project

to strengthen the 
 monitoring


evaluation systems. 
and 

The report also stated that the systemsshould be computerized so information could be rapidlyrecorded, summarized, and reported. The 
 need to develop
detailed monitoring and evaluation systems were noted forthe following activities; nursery and plantationaccompl ishmen ts, extension work, training, and market 
conditions.
 

Very little action had been taken on the recommendations.
Th! Government 
 of Maharashtra 
 had not approved the plan
proposed by the project implementing agency 
 even though the
plan was consistent with Government of India 
guidtlines for
monitoring and 
 evaluating 
 social forestry activities in
India. The guidelines provided 
 for a monitoring and
evaluation unit consisting of about 27 full time management
and technical personnel. 

had 

Not more than two staff persons

performed this function at any 
 one time for this
project. The 
 Government of Maharashtra purchased 
 therequired computer but it was not installed because theinstallation location was not decided upon. Governmentofficials said the
at 
 time of the audit that the computer
should be installed in February 1988. 
 No action 
 was taken
to develop 
 the required monitoring and evaluation systems
for the four components identified in the report. 

Conclusion - The failure to implement the actionsrecommended in the mid-term evaluation report resu Ited inmany probleis which continued to ,er ious y impair projectimplementation and pr ec]I u<''e nr ;sur able achievements twoyears after correct ivo a c 1-1,on,: We;,-, recommended.USAID/India needs t-, estab!] ish a fol ow-up system to ensurethat proj ect ('va uat ior report recommendations are appropr i ate ly r :;olved and Iple nen -ed 
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650 

Management Comments
 

USAID/India concurred 
with the recommended actions under
 
this finding. USAID/India stated that it has confirmed that
the Government of Maharashtra had prepared and was
 
processing the written 
report requested by USAID/India on
the implementation status of recommendations included in the

evaluation report on the Maharashtra Social Forestry

Project. USAID/India issued a revised USAID Order No. 

(dated February 24, 1988) which specifically provides

procedures for following 
 up on recommendations in project

evaluation reports to ensure the 
 recommendations are

resolved and implemented. USAID/India also stated 
 that
 
tracking the progress in implementing evaluation report

recommendations 
is now a formal part of the semi-annual
 
project implementation report system.
 

Office of Inspector General Comments
 

Part (a) of Recommendation No. 9 is considered resolved and
will be closed when 
 the mid-term evaluation report

recommendations are resolved and implemented. Part (b) is
 
considered closed upon issuance of this audit report.
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4. Government of India Did 
 Not Fulfill Its Project
 
Commitments.
 

The project agreement required the Government of India to
perform certain actions which 
 included providing all funds

and staff necessary to carry out 
the project effectively and

in a timely manner. The Government did not fulfill all its

project commitments 
 in the areas of project funding,

training project staff, 
 and establishing a monitoring and
 
evaluation 
 unit. ThiL; occurred because USAID/India did not 
ensure compliance. The failure to these
meet commitments
impaired project implementation and USAID/India's ability to
 
assess project implementation problems Lo
and take timely
 
corrective actions.
 

Recommendation No. 10
 

We recommend that USAID/India develop timeframes and 
a plan

of action to ensure the Government 
 of India fulfills its

funding, training, and evaluation commitments to the project.
 

Discussion
 

The project 
 agreement required the Government of India to
provide all funds, in addition to A.I.D. funds, and all
other resources required to carry out the project
effectively and 
 in a timely manner. Government of
Maharashtra staff to training and work
were receive 
 for a

specified 
 time under the project. The agreement also

required the Government of India to anestablish evaluation
 
progr am as an integrated part of the project and adequately
staff a monitorin 9 and evaluation unit within the 
implementing agency. 

The Government of India di d not fulfi l a]l its project
commi tinent.; . Examples of non-compliance with the project
agreement inc] uded the following: 

The Government of Irid ia d id not provide its required
financia lI on t r ib ut ion.; for ;)ec i f i c budget categories
and d1id not- approve certain activiti i.; to he funded by
A .1 .1). For 4,x1m) 1e , asf of I),,ceIIbe r - I , 1987, the
Governmriont pr ov idd only 08 ,000 of t he '6 .7 mi Il ion 
r_ ql I r d tIII0''. r t be pr oJ i 't. AlrI E'rI11III 1) t or e(Iu 1)mon t an11d
bUI I(;I; . (; o v II'IInIt M h tfI rI fi c i aI iG of t t ra o I ; no
funds w ere th(r 1Z(J I or these tti or the yearenild I) c , A I iMot ('11 i I 9l8 . sp,,c examplea of the
Gov r nmentL ) I Ird i aI not LIppr ov i rg ac t i v i t i enI to be
f und-d by A. I .D. was technical suppor t . The project 

- 27 ­



agreement allocated $800,000 for 
 this support but none
 
of this had been spent as of December 31, 1987.
 
USAID/India sent 
 a letter to the Government of
 
Maharashtra in December 1987 stressing the need for the
 
Government 
 to ensure that increased funding be
 
authorized for training, research 
 and housing

construction for project personnel.
 

The Government of Maharashtra had approvcd only 24
 
candidates for 
 overseas training as of December 31,

1987. The training schedule provided that 78
 
participants should have received 
 overseas training by
 
that time.
 

The Government of Maharashtra did not establish and
 
adequately staff 
a monitoring and evaluation unit in the
 
implementing agency. Government 
 of India guidelines

provide that such a unit should have about 27 full 
 time
 
management and technical 
 staff . Not more than two
 
persons had performed this function at any one time for
 
this project. The evaluation program was to evaluate
 
progress toward attainment of project objectives and
 
identify and resolve problems which inhibit such
 
attainment. The project 
 agreement stipulated that the
 
unit was essential to assist A.I.D. in managing the
 
project and was to be adequately staffed by June 1983.
 
USAID/India notified the Government 
 of Maharashtra in
 
December 1987 that the 
 failure to adequately staff the
 
unit had a negative impact on 
 the way the project had

been managed, and that actions should be 
taken to fully

staff the 
unit as provided for in the Government of
 
India guidelines.
 

A USAID/India official 
 said he had discussed the inadequate

Government of India commitments to the project with
 
Government of Maharashtra staff buL had not 
been successful
 
in getting the Government of India to fulfill its project

commitments. USAID,'India officials 
 said rio timeframes and
 
plan of action have been developed to ensure the Government
 
of India Iu] fi led its funding, training, and evaluation
 
commitments to the project. 

The fa tire by the Government of India to fulfill its 
proj ect comm i t-rmun ts i mpa ired project implemontat ion and 
USAI [/Ird i ai ' ,; .i i ty to ass)e sS project implementation 
pr oh I a-iw. to tim,]y corrective act ions . Thend] take 
mid -t(rm d Iva report in )ecernber 1985luat ion iss;ued 
i(]enti f i fd that i nr e as,-d I iind ing for spe c i fic proje ct 
componen t.!; (i .( . , biI Id i ngs , t,,chnical suppor t , t.raining,
and re ,ar ch) arid arl ir llI oVf'(] eVal tit ion program were 
esrsen, t j I t ' ."t - lI 4- te(r s ;tstr inabil ity of the project
objective . 11;AIl)/India off ici al ;aid the report' findings 
on this ratter w r s --t il I val id. 
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In conclusion, USAID/India needs to develop timeframes and aplan of action to ensure Lh,: Gv-r,rment of India fulfills
its funding, training, and 
 evaluation commitments to the
 
project.
 

Management Comments
 

USAID/India concurred with Recommendation No. 10 to 
 develop
timefraines and 
 a plan of action to ensure 
the Government of
 
India fulfills 
 its funding, training and evaluation
commitments to the project. 

Office ofIn pec or General Comments 

Recommendation 
 No. 10 is considered resolved 
 and will be
closed when USAID,/India provides evidence 
 that it has

completed the recommended 3ctions.
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B. Compliance and Internal Control
 

Compliance
 

Findings 1, 2, and 3 identified that USAID/India did not

compLy with A.I.D. requirements for funding project

activities, monitoring 
 and reporting on project

achievements, and following up on 
 recommendations made in

evaluation reports. Finding 4 discussed cases when the
 
Government of India did not fulfill its project

commitments. The audit 
 review of compliance was limited to
 
the findings presented in this report. 

Internal Control 

All four findings in 
 this report identified inadequate

internal controls. Finding 1 discussed the need for better

control!; to ensu re the propriety of A.I.D. payments.
Finding 2 identified the need for improved monitoring and 
reportin g on project achiievements. Find1ng 3 addres.sed
need to e;ta) 1 a 

the 
i1 sh follow-up system to ensure evaluation 

report recormendations are r e o Ived and implemented.
Finding 4 ,ts,:;ed the need for controls to ensure the
Government of Id a f uI fi IIs its project commitments. The
audit riview of internal controls was limited to the 
findingsf; pref;entfd in this report. 
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AUDIT OF
 
MAHARASHTRA SOCIAL FORESTRY
 

PROJECT IN INDIA
 
PROJECT NO. 386-0478
 

PART III 
- EXHIBITS AND APPENDICES
 



Exhibit 1
 

Analysis of A.I.D. Obligations
 
and Expenditures by Budget


Categories as of December 31, 
1987 (in $000)
 

Budget Category 1/ Obligations Disbursements
 

Plantation Costs 
 $25,000 
 $17,033
 

Technical Support 
 800 
 2
 

Training 
 2,460 
 498
 

Research 
 1,190 
 49
 

Motivators 
 500 
 0
 

Evaluation 
 50 
 0
 

$30,000 
 $17,582
 

1/ Plantation 
 costs are A.I.D.-loan funded and the
remaining budget categories are A.I.D.-grant funded.
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Analysis of the Implementation Status
 
of Selected Recommendations In
 

The December 1935 Mid-Term
 
Project Evaluation Report
 
as of December 31, 1987
 

Issue Area/Recommendation 
 Implementation
 

Status
 

Traininq
 

1. 	 Training should be modified and targeted at
 
specific social/economic groups within each

village. 


No Action
 

2. 	Village motivators be given specialized

training. 


No Action
 

3. 	Bottlenecks 
impeding the nomination,
 
selection, 
and 	approval of individuals
 
associated with overseas 
training be

eliminated. 

No Action
 

4. 	 A reasonably permanent training program
which uses professional extension educators

Should be developed. 
 No Action
 

5. 	 Opportunities for 
staff members within the
 
state to exchange information on successes 
and 	failures in both extension and 
 Partially

forestry activities. 
 Implemented
 

Extens ion
 

6. 	 All villages should be 
assigned motivators
 
as soon as possible. 
 No Action
 

7. 	 Directly recruit Assistant Plantation
 
Officels. 
 No Action
 

Seedlingq Production and Distribution 

8. 	Private nurseries be substantially expanded. 
 No Action
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Issue Area/Recommendation Implementation
 
Status
 

9. 	 Seedling distribution policy be carefully
 
evaluated since the current policy is a
 
disincentive to the establishment and Partially
 
continual operation of village nurseries. Implemented
 

Transfer of Plantation Management
 
Responsibil ities
 

10. 	 The village management plan should identify
 
all tasks related to nursery and plantation
 
maintenance and management. The plan
 
should clearly specify the roles and
 
responsibilities of the participating
 
parties and define when and how the 
rules and responsibilities will change. No Action 

11. 	 Villages that successfully resume 
management of their community plantation 
be used as "demonstration villages" for 
other communities. 	 No Action
 

Distribution of Produce from Community 
Plantations
 

12. 	 Government of Maharashtra should develop 
three to five alternative models for the
 
distribution of produce from community 
plantations and allow the villages to select
 
the most appropriate one for their situation. No Action
 

13. 	 Production of products from community 
plantation-, through time he considered 
in the distribution scheme. No Action 

14. 	 The question of who sh.1oulid and can enforce 
the benefit di.istribution schemes, adopted
by the villages, needs to be addressed. No Action 
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Issue Area/Recuo;endation 
 Implementation
 

Status
 

Research
 

15. 	 The research proposal on agro-forestry
 
systems submitted by an agricultural
 
university needs 
to be initiated 	 Partially

immediately. 
 Implemented
 

16. 	 Collect and analyze plantation data so
 
trends in production can be ,uickly

made available to extension officers. 
 No Action
 

17. 	 A detailed wood mar k.cing study be
 
undertaken so present and future market
 
conditions for for est products can be
 
realistical1y est imated .
 No Action
 

Monitor in9 and L[va t-)at i...

18. 	 Monitoring and evaluation of social
 
forestry activities should we strengthened

and computerized. 
 No Action
 

19. 	 Detail -,d monitoring and eva]uat ion
 
activiti es need to he K,:velopd for
 
each of the follwinq components:
 
nursery and plantation monitoring;
 
extension moni tor ing; training
 
monitoring; and market condition
 
monitoring. 
 No Action
 

Departmental )r aniz ation 

20 .	 State for,.;t ry dpar tment needs to
 
expand frm I vye to six regional 
off i(es?5 ;) t_; d a Ion r,no (in i 1is loa daries 
are a] gln'd 	 with rov,,ni, divisions. Implemented 

21 	 . Cuor l,'t" St, I qI in ,,1 A29
adm iii s ti at 1' ol;t. r lct.s . No Action 



Pag 4'of4 

flegbl mobilit
exesonprone. Iplmne444 

cossuet pra/ecmmndations. 
 Implementedoi ~i44 

+ + ii i!i~ !li~li!!~i i~i! iii!i~~i i ++ + i i.....i~i~l~ iii !i!?~iiiilii!i i i iil!i'+' ? P e +e ......... ..

4~444 - Eploymmptemedition
 

44 422. Voeile should be poraodead taenued the Partially
[fleile molity
!i i!!!i~i!+++++ ii~ i +i:; ! i~i ! ii~ii ...++++? !iiiiii !i!ii,aofni!i~!i!i etheniomesoiiil~ el !?~ii iii!ii!i /44 4 .,,Implemented. 44>444. 

~23. Proitd empoyee stafincenties sca 4 . 

4 

Project++44.444.Rev a+~r++isions++?+ !++ + ++?+patai s+4 ++ ++++ 
: + 

,,, 
++?++++ 4 44 4:ipayoand+ +:++ reidevtialqurtrs - .etanProject targets shou - . ++No, Action 444++:!442. i+++++++?ldb modiied. Implemented 

4 444+++:+ :+++ +++++ '++++44 +::++++ :i ++++:++++ +++ ++: + + + + ++ +++ ":?+ : '+ . . .. 
' + '~ 

24. N arceed tohszbes inplatin tof at
+++++ 28.+++++?+++i+ ;++++ iae cos ++and++m ms 4+?+ !es benefit+st.rea++h 4++i+++4 444 
4 .4 

+;+:!++y: +?+ 4.4.,4 eeopdfrcomnt bOk
fodd eandpfrui tn ee prvtenPrtly
 
4 

plnatos hud eevsd.'Ncormuntypanta Action;
NAtionImlete
44444 4444,4.44+ 4 4 4+++++++++ ++ ++ ++++ 
. ~~"'~4$44<. 25. Shpol nurdgra:+ 

should++ + ++++
be

+,++ ++++,+++ ++++2.Fudingand ependture 'fo bulin,<4.
el: + expne4atal++ + . +?++ +++:,:+++.4 44.44'4 444++ 

4 .~ 
technical eup+++training and+++++ ort,;26 anomsoufid bedncougtdrandbtriedtoPrily.444+++++++++ 

4444.44 4rsceuseehdlings research needs toarud'be increasedthoei tO at +oms ++++:+leas te poprdo seciie ++++++++++++,+:,+++Implemented 
44j 

4 . 44.4+ . h + i+ .. ... .. .. ... .. . .+ + + + 0 : +A 

. 

'+++:+i th +++ +++' 4 44++ 

44 

'4+:: :+ 
4 urtli.O1 OG++ ++?+++++i +si?~i++++:+++"+++

++++ 

H 
+++ 

O 
++i+

Action
i + 

.444'4 444444444 

'3. T e p o e t g4 

4. 4 4 ... 

4444 4.4444, 4 44++ +++++++++:+ 

444 44 sc edule b revised.. ++!:i!i!i 4.444.4..444 

http:4444,4.44


Appendix 1
 
Page 1 of 11
 

UNITED STATES AGENCY for INTERNATIONAL DEVELOPMENT 

NUW DULIU. INDIA 

May 24, 1988 "' 

MEMORANDUM 2 6. 

TO Mr. Richard Derrick - RIG/A/S fIl3/A/ 

FROM Gary A. Eidet - CO/USAID, New Delhi 

SUBJECT Mission Comments on Draft Audit Report "of 
Maharashtra Social Forestry Project (386-0478) 

Attached herewith are Mission Comments to the subject draft audit 
report.
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Mission Comments on the Draft Audit Report on the
 
Maharashtra Scli Forestry Project (MSFP)
 

I. BACKGROUND
 

Mission requested audit of all 
three of its social forestry projects
in 1985 & 1986. However, only MSFP was selected. The project audit was
 
not performed until several months after endthe of field activities(i.e. August 1987) and was conducted by two auditors during two,
three-week TDYs in India, beginning 
 in November 1987. The team reviewedrecords in the USAID/New Delhi office for the entire period except for
2-1/2 days during the first trip and two days the second trip. One halfday of the first trip was spent on a visit to three adjacent villages in a semi arid zone, about one hour southeast of Pune, the HQ of the
Maharashtra Social Forestry Directorate (SFD). One day of the second
trip was spent in to and 2 hourtravel Bombay a discussion with the
Forest Secretary. We feel this extremely liinited audit effort at the

field level was insufficient to draw realistic conclusions about the
 
project's field operations.
 

During the period 21-25 February 1988, the project officer and 
two

Mission FSNs, one 
from the PRJ and the other from the CO made a record

search at five sites in Maharashtra outside of Pune. The findings are

presented in Attachment III. In all records were
cases reviewed which
support the aggregate FAR requests of the SFD. This corroborates the
Mission's position that the GOI/GOM did keep and retain project records 
as required. Based on the above, the following presents the Mission
 
response to the audit findings and recommendations. 

II. FIN[)INGS, RECOMEN)ATIONS AND TIE MISSION-RESPONSE 

FINDING 11: Project method of payment did not comply with AID 

Respnse -- Mission acknowledges that PIL #3 establishing the FAR did
notcomply with AID FAR policies. To respond to this finding,
Mission has already issued 
a PIL 014 dated March 29, 1988 rescinding
the increase in FAR amounts and is reverting to the rates established
originally. As a consequence, the original FAR amounts will now befixed and not be subject to revision absent extraordinary
circumstances. 
 Set-off(s) will be used as appropriate. FYI: Theincrease provided in PIL #12 reflected significant changh-in the wage ra t ,tructure throughout the labor market in Maharashtra. The 
wage change, however, was taken to Court by the GOM and is yet to beruled on. If approved by the Supreme Court, the now wage rates will 
he retroactive. :Und FYI. 

' ,V) 
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- RECOMMENDATION I: We recommend that prior to authorizing any
additional plantation activities under the project, USAID/India: 

a. ensure that the amount to be reimbursed for each output is fixed
 
in advance based upon reasonable cost estimates.
 

b. develop an inspection program and assign sufficient AID or
 
contract staff to that program to 
ensure that project outputs are
 
completed in accordance with plans and specifications
 

Response -- No additional plantation activities will be funded 
undertie project. Request that recommendation be closed. 

- RECOMMENDATION 2: We recommend that USAID/India in coordination with 
The-T-Y- AnT Legal Advisor: 

a. ascertain the propriety of the retroactive increase in 
reimbursement amounts under the FAR payment method prior to making
 
additional payments established by the revisions;
 

Resp nse -- Mission, in coordination with the Regional Legal
 
--vsor, has ascertained that the retroactive increase in the
 
reimbursement amount was inappropriate - absent extraordinary
 
circumstances. Accordingly, PIL No. 14 has been 
 issued rescinding 
the upward revision in FAR rates rontained in PIL No. 1P. Peqoest 
recommendation be closed.
 

b. detennine and appropriately perform actions necessary to 
ascertain if the GOM completed the outputs for which it was 
reimbursed and, if not completed, determine the related propriety 
of the $17 million paid to the GOI under the fi ed amount
 
reimbursement p)rocedures; and 

Response -- As discussed above, the Mission has rescinded the 
upward-rate revisions in PIL No. 12 and inten(ls to directly 
contract for a true random sample survey. lhe survey will establish
 
whether or no t the outputs were completed as planned. Attachment I
 
contains the scone of work for the sample survey.
 

c. rccover any una 1 ow hl Al!) payments made as deternined by

actions taken to ascertain the propriety of payments made under the
 
project.
 

Response -- Action on this part of RIcommendation 2 will depend on
 
he Ffrdirrgs of the survey deLcribed above.
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RECOMMENDATION 3: We recommend that prior to paying the remaining
 
installmients-totaling $4.8 million for plantation activities
 
already authorized, USAID/India ensure the required inspections are
 
performed and that the required outputs for those instalments are
 
completed in accordance with plans and specifications stipulated in
 
the Project Agreement.
 

Response -- Mission is withholding a GOI claim for approximately
 
7:T-.mlTlici pending completion of the survey and adjustment of the
 

excess payments of about $1.4 million made earlier at the higher
 
revised FAR rates. Action on this recommendation will be taken on
 
the basis of the survey results.
 

FINDING f 2: SAID/India reporting and monitoring of project
 
aclevemeot-s wer1 n-ot 1 i- . 

- RECOMMEN DATION No. 4: We rucoomund thiat HSAl)/India in coordination 

a. establish quintifiahle indictorn for achiving project
 
objccti yes, arid
 

Responne -- Becaue field implementation of the project was 
comnlbted in August 19413 and no a(,dditional field activities are 
anticipated, this renmm .dAtion will not be followed. Request 
recomndrla ti on be cl oed. 

b. reviqse the projiv't implemrnentation plans to Include as a minimum 
specific trqts and timefraMes for extension training of GOM 
offici aln, pnnpirattion of re.search reports, and disbursement of 
grant fund'. 

Respon, -- ' rposed imlementatiron plans for training of GOMP 
oWt liiE., prpdrti on of research reports, and disbursement of 
grant fund. ir pr.',ritp d on the loll(owini piage. These plans are 
now U' iny re.vi,.w,,d by, ,id rqot ti ated with, the W(fl. 

- RIC(*IMI U ATI); ': W. i,,. !'ir.n thiat i',Al)/India dW-bligate any grant 
f'urlj s lnnrvitriI ri ni 1(U'(d 1vdo n t rpiv d projcti,t
Itpmp!, t~tio n p,1,m..
p;,, 


Re ' . ... ?1 ','IJon i . '.n t,.d 5 u' with (,, - a1% iion e M and will 
(1(0tl iq1a w un rilid I) tint furonil a%, %non a%S ii seihi W i na te% of 
future riqul ',. ' I ,g,un! furd, i, avdililv-. 

- RI I(. t,)AitIiI)A(': ,t.r i , .ri th t lAIMl/I n lia d,.v l'l i a .y.bt m to 
n(i Wjtiir i4m,,i.ir, pri ,i,.',in av.hii'viq W'f,ifouv ij vi t t. ((ml)onrinte. 

t',n',eritiil Iai ni irojeit oile i v.i( fripll lsi v't 

Re;, oIr.,I 1i %%, ir wiI (em!I nu ,t Si """-., r,1 '.I fI o Ivs% li 1 . and 
f iI, a F1,i itf r Iri; ,irid F viliiiFl t ri n,t (M id), Ifll r ,O1 q"iu dv 1li"newirq ue 
In the "01, itjii il 1,0i,11, t,, 14. rI rin' arid I valuat tri of Wet(lal

Wtl't
lurv'.try In Ini a,l"and1 v, 'u ,,thalt the. Mid 1 I tutionallit! at.
 

1 unFi hi' t' % l %'i(. In 
gttIri l th, (004 to do thil, It will utlli iv project fund- to monitor 
th' pirtnihirl' t I ( iritroqitnt t r". 

anr tv ' dIj t 'a i. In Ithi even! Mlt 1% unI ".'.ful 
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Ovesea Trinn 
 &4aaemn444,2 
 2 5303 
 1
 

Tann oM ot OfficersFY18FY18.Y190 
 AC
 

Type of Course basic 3 mto. PO 62 65 65
 
villIagers APO 10 30 .30 

Overseas Trng Sr. 30 40 
30 40 30 10 40 190 
Observation all 150 
Trips A Seminars, 2 10 5 5 6 5 32 
Workshops 

Monitoring (Audit) 50 so 1004-
Evaluation (Jan/Feb '89) 
 so so
 
Special Studies 
1. Marketing 20 310 10 60 
2. Project Impact on villagers 20 20 20 60 
3. Agroforestry Studies 

. 

10 10 10 10 40:2 
4. Silvicultural Management of 

. 

*Community Woodlots 
4 

10 10 10 10 10 10 60 
5.Study of Distribution of
 

Community Woodlots produce 20 20 20 15 75 
6. Studies of traditional poly-

pot production of seedlings 
,, 

vs. rootetrainer (air.pruned) 
production and comparison of 
field grown trees of the 
alternate production methods 1o 18s 

4 

5 33 
7. Other Studies/Equipment (TV 45 so0.95 

camera and associated equip. 
4 sent, supplies &training
 

T40TTAL 
 $10000 
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-*EOMNAIN74e eomn htUADIni 
 esestene
 

an prp'4o funin proec moiatr wihADgrn ud 

and~~~~~~~~~~~ ~ I- asaporaeesr4hyaeusdfrpoetipeetto 

or doblgaterecmmit$50,00 comittd moivaors
th fr 


funds
apropruiledy To proemtinitgaftr wihbuDramnt fundsb
 

-RECOMM4ENDATION 8: We recommnend that USriDrIndathrasses atinad 
ande aapropbjciaeenuressthyareldproject onentsal 
oursdeoie gate/plantthens $500000acohitedaorsust ated. 
Response -- Noaterna as deewined thnatcetherreassessentMisin 

Mro~ery isionThe fndsgoeiaing fterreaiobofrte emaiilgb

eouigie p.uroectuns.inqucstjuncomitmenation tcoete
 
pursaNt : toermuedation ot.eomedtin6er
o o
 

- RECOMMENDATION 8: We recommend that prAior to autoi:gadtoa 
ailagneathcatione uecmmdetonronethUSi/Indla evasss te 

te projetebrestlve and ieentd, ano~tdontsrg 
nRses ndpla-ntitsons ill boeus arie nd reustiromedh
 

TER ment.n agescions nhegotatis n pogatess of aten toanig. 
 . 

iNINle3:ent te evaluation re erera o goteumendations nS 

Iievalution to.brin thmt teateto o tteadceta
 

REOMNAIOnagnis 9:spone oe the dtoU'sD/ondina: AO rqese 

ba estarestaste ommendations projucttthsue rec temin~e~
evlinreport ar sresolved and mplemented s 

Tangsee Mission O a6 te-AI 
 trerto wrttedeort from8 

Siplme te s aro~e
evaluatircmeton itiosowevdrUAlonted lWOg

pesnsaddrerasthosed fulat to.F level nd edk, he 
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addition, progress inevaluation recommendation tracking isnow
 
formally a part of the semi-annual PIR system. Copy of USAID 
Mission Order No. 650 is attached.Request recommendation be closed. 

FINDING #4: Government of India did not Fulfill Its Project
commitmenfs 

RECOMMENDATION 10: We recommend that USAID/India develop
timeframis 357 a plan of action to ensure the Goverunent of India 
fulfills its funding, training, and evaluation commitments to the 
project. 

Response --With reference to Recommendation 6,. in which monitoring
and evaluation are being addressed, and to Recommendation 4b in
 
which training and evaluation are scheduled, Missionisdeveloping

timeframes and a plan of action to ensure the 601 fulfills its 
funding, training and evaluation commitments to the project,
Mission isalso urging the GOM to construct rstdences for field 
staff as soon as possible. 
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ATTACHMENT I., 

a ADDITIONAL COIMENTS ON
MAIIARASHTRA SOCIAL FORSTRY PRWEC AUDIT REPORT 

, 1) Audit Coment (Pages III and 6; Failure to comply with A.I.D. 
policies resulted inbOth inadequate assurance as to the propriety

and inefficient use of a substantial portion of about $17.11 lion
 

Response: We strongly object to this generalization In view of the
TiaT~it payments have been made for work that has actual ly bean
done, that project's plantation targets have been achieved, and. . ..... . ... e e"
supporting documentation therefor are available at field location
which the auditors have not mentioned.. We agree that the Mission's
inspection efforts were less than those requi red under FAR, but It
does not mean that assurance about work done was notavallable or 
that the resources were used inefficiently. We, therefore, suggest
that this statement be deleted. 

2) Audit Comment (Page 12/1) *There were two problems concerning the
establishment of the orlg nal reimbursement amounts. One problem was
that the aonsetbshdfor each output were not based on 
reasonable Cost estimates$..#" 

Response: To place the finding in perspective, the report should 
.iso mention that although the individual outputs were not supported 

-* 

with cost estimates, the total amount fixed for the three outputs
collectively was based on cost estimates (and' worksheets therefor 
were shown to the auditors). in this connection, we would like to
reemphasize the Project Paper statement that the amoount of $3200 
fixed for the first trigger points i.e. village management plans, 
reflected the importance placed uon the ge raton o carefully
developed and fully agreed plans both USAID and thi 8001 

3) Audit Comment e13): USAID/I paid $1.6 millionfor 640 
management plns AltiW (ON officials said were, essentiall complted,

Amn
prior to March 31 1983,1 whereas the goe reported tocUSAID/I
Irthat total project costs as of that det. less than $900000...'* 

-aene 
 Th actual ject costs as of Hearch 31 1 3a
 
the !eto. at which $1,6 millIion 'were disbursed) and not, $M'00 000 as

stated by the aiiditars. it sam the, auditors have ofthor. useda
different rate of ext' u or have excluded' certain project,colts in..

"44 

4 

...... their computation. Mre Iqaortntl. tisr1 tient t o o. at. 
at teSAIDdfsursd~l6tme milio in tobr 1983, the 'actual 

.. proJsct costs, Incurred by GONVO ,Were , o47 0250031, 'or $46N,215.. .4($las.10,21), 1hus tnof the date of dfisbrsuen.thoDIAIO' -44
 
~~2'~ contribution was only 34*16% of the' &ctalproject cost (as agafist'


the fixed amutpercentage share of 46,4%).
 

4 ' 2 4 4 4 3i 
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4) 	 Audit Comment (page 13): "The second problem was that revised
 
reimbursement amounts Were not fixed in advance".
 

Response: In tnis regard, please note that the rates were revised on 
ThF-TTs of an evaluation recornendation and after verifying the 
supporting cost infonnation available with the GOM/HSFD at that time 
(please see the following paragraph also). Disbursements at these 
revised ratWes were made only after issuance of PIL #12 for 
reimbur ment claims received subsequently. The word "advance" in 
the audit report gives an impression a if the amounts were disbursed 
before fixinq the revised FAR rates, which is not true. 

5) Audit C:onnnt (;'age 14): "USAID/!I also did not review the
 
,overcie'nt M', future to assure the costs were
i tes,-for costs 
reanonol,, for pcroject activities. Thus, USAID/I could not say why 
the e timet. tot.il ,iret t )lantation project costs for the year 
ended Mr(h 01, 1'J7 wort $&,.S million, whereas, actual reported 
co t, w,., r r.n1ll i million." 

Respone',: Th inkrot correct. The Mision did review the GOM/HSFD 
,e,,tomnt', in W ,06 or the' h, ,,is of the proposed rate structure 
which, daccridinq tic the information avail able at that time, 
repr' ,,,rtd rv, inli ccrt'O(0 of Lrryi nq out the plantation 
activiti,', to ,-,t the proi,,ct objctive, . In establishing the 
rpyivl''d rite'., wi' had reviewed the actitl expendtnr('5 incurred by 

/HM, thi,ih NMI l , 16 ani the projectionS of costs through 
the PA' hhi,vd , the propccs',l rit,. Structur,.. However, the( GOM 
',ubeiu'nctl y dlil nut .lpprccve the crccpose' ( rate structurt for various 
rm. , r linlnr !ci,,. , ,ry, treinit',, but IHAI w. n not infonned 

NPw rthlc ' ',', , it I'. ,, ri. t Icc rention that the daily wage rate of 
an un..= 11 1e,, w ri,.r w,,. 1,''.' thin R', 4/- when the FAR amoriNt was 

I t lally '' i '.h,,,. ;hi, rt,' w %',o'.'um,'d to he R%. 8/- In the 
prouc'.,',l ,,le' te I t of 14H, (not by and,vo , re Jun'o app roved the HOM) 
bi.,ed r,, i im i, ,',. f 1,.c by the worker'%, It has been ordered to be 
A. 	14/- p' Of"e 1fct e My 1H, IM, by the Aurangahad High 

(Wir'. , " I n an( , v; ' , the !,WJ ) thi', ,le(.NOdW LO go for appeal 
aga1N,'S th1. ,,', if nH. 5,0i fai1', then the financial burden on it 
will 1" rM, ccri i thn even Moht ''vvilorir'c in the proposed reite 

A%. the jtiq '.,', ,it'. wre' nict eiccrovehl arid bI (aus'o of funding 
cow ii *ri',If.'i ol ,'t m Itn proj,-'n td toir, , t v''t targets,, had get 
the. wih -ho tr, ccculh cwncivi t. o i low r ,t. lIhi was the reason 
Wy IQe' .''A c ' 'r on ;i,1, oi t o e n I $4W.0' . ,r p f, ,(lI -I w s 

mi 111,,"n . . sci11 i 0' .I1 . hI", , 'Ci ,ce ,o $f ' C Mill1(o .
 

6) Audit ;ii'en (PaiI' 1/): "IJ'AID, '. ann.cnoarid CertifIratlons -

1AISM/d/I ounlGeerIng andl vnunh'," cv['Ftf i[foi jroc.'s T. 
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change the words "voucher certification" to
Respeonse: Please 

adiis~itrative approval of vouchers.
 

7) 	Audit Comment (Page 20): "In November 1987, the auditors requested
 

GOM for copies of 20 svival reports selected as oart of a random
 

sample. The officials were unable to provide the reports by the end
 

of audit field work in January 1988."
 

Res 	onse: We were informed by HSFD that all the requested survival
 
reports were given to the auditors. Copies of these reports were
 

also shown to USAID staff during a subsequent visit. When we pointed
 

this out to the auditor in April 1988, he informed us that they were
 

provided with current survival reports whereas they had asked for
 
instalmentsurvival reports for the period covered by the third FAR 

at no
paid. The GOM officials, however, stated that the auditors had 


time specified that they wanted the reports for the earlier period.
 

They further said that the informlation on survival for the earlier
 

period was available in the respective blocks as well as the
 
counts were
districts. In addition, summary reports of the survival 


also available at USFD and were used by them for preparing the
 

reimbursement claims.
 

Clearly, there appears to have been a communication gap which the
 

auditors should have clarified when they were given the current
 

survival reports instead of survival report after one year of
 

plantdtion. The written request by the auditors asking for copies of
 

survival reports made no mention of the dates or period of the
 

survival reports. 

8) Audit Comment (Exhibit 3 page 5): "The validity of stocking level 

-f' --- Fir;t-yea-r--T-so questionable because the GOM continues 

to replace casualties in subsequent years. Thus, the inflated 

stocking levels identified in the above example would continue in
 

subsequent years." 

Response: In this connection, we wish to draw your attention to the
 

#3 and the Project Paper: "Most plantations
Foll0wTug quote from PIL 
establishe(d during the project will be planted on relatively poor 

sites where soil fertility, water availability, climate, or all three 

factors are problems. Pdst experience indicates that survival rates 

on such sites are frequently as low as 50 to 60 percent. To improve 

the survival rate-s, planting stock will be selected from the more 
stock willvigorous nursery ,tock. (About 15 percent of the nursery 

rates of 50-60 percent and replantin_be di scared. ) With survival 
i n the second yig,,orn, T -tocn eves6 l pece anT­

6x It ,,'14the 0 -fthe sPcoindL -ar. iee-e&(F of-proie6 t-tTjr- t i s 

116ocmI e "'urvi va]rate d ahlv oln eves iid5 r1t 1n, 	 'T. 

Thus., it is from the ahove that replacement of casualties was 'vident 

ant icipa ted and is also an ,iccep ted forestry practice to achieve 

viable and sustainahle units. You will also note from the 
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underscored lines above that the 80% stocking level was made a
 
benchmark on the premise that replanting will be done in the
 
subsequent years.
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Recommendation No. 1
 

We recommend that prior to authorizing any additional
 
plantation activities under the project, USAID/India:
 

a. 	 ensure that the amount to be reimbursed for each
 
output is fixed in advance based upon reasonable
 
cost estimates, and 

b. 	 develop an inspection program and assign sufficient
 
AI.D. or contract staff to that program to ensure
 
that project oLtputs are completed in accordance 
with plans and specifications. 

Recommendation No. 2
 

We recommend that USAID/India in coordination with the 
respective A.] .D. Regional Legal Advisor: 

a. 	 ascertain the propriety of the retroactive increase 
in reimbursement amounts under the fixed amount 
reimbursement payment method prior to inak ing 
additional] payments established by the revisions; 

b. 	 determine a'd appr opr i a tel y perform actions 
necess ary to ascertain if the Government of 
Maharashtra completed the outputs for which it was 
reimbursed and, if not comp e ted, deter inine the 
related propr iety of the 317 mill ion paid to the 
Government of Ind i a Linder the I i x-d amount 
reimbursement procedures; and 

c 	 recover any allowabl1e A.1 .1). payments made as 
de tori ned by act ions taken to ascertain the 
propr ie ty of payrnents made under the project. 

Recomme rda t i on No) . 3 

We r ,commend that pr ior to paying the remaining instal lments 
total ing 34 .8 miii I I ion for [I antation activities alreiady
author i zd, IJ.A I D/ di a en!;tire the req-jired inlpec-Aon, aire 
per for ined and L that thel req u i red ot0 t pu t for those 
in,;ta I 1meri t-; are complet:ed in accor dance with pl ans an(d 
spec if i ca t ions s t i pu I a ted in the proj ect agreement. 
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Recommendation No. 4
 

We 	 recommend 
 that USAID/India in coordination with the
 
Government of India:
 

a. 	 establish quantifiable indicators to measure
 
project dchievements; and 

b. 	 rvis;( the project imple;mntation plans to include 
as a minimnum .pecif ic and fortajrgets tiineframes 
ext en:; 1ion training of (ov irnment of Maharashtra 
officials, preparation of research reports, and 
disbTursement of grfant fund;. 

Recommendation No. 5 

We recommrend that USAI/India deobligate any grant fundsdetermined not needed based on the revised project
implementat iorn plans. 

Recomne nat i on No. 6 

We "ecinrnynd th0at (J5A I 1)/I nd i a deve lop a 	 tosystem monitorand repor t "n or ;. in achieving the four project
compone nt; ,'esse.ntil to accomplishing the project objective.
 

Recomniln idl.*tin No. 7 

We 	 recoiimmend t.hat [JSAI f)/ Ino in r''a;spqs the need an( 
propr iepty fur I tirn ihn i H J.Jct "Lutivaltors with A . .I. grantfunds aed , a; ,)1)1 iQTr li, v*'nr the ,r,'1. mot ivaet ar IvuQedfor prj,.t mple m t ,t ln or deobl iiqat.eq /i vcommII t the
$500 	 ,00 
 w o(){ ll .] I ! ll(Ildl )"! 

We' I ,,rf-f lm,.nl thotl
Idt ptI oll z ad l apar nip(l} lnit r lJ) t( o |tit Iho " i ,,t it on v lI]IInu11p,],l , M/ Indi, wh thr l,t AA ,qn,,n 

heiil J~it i' 	 p";!;u) ()l j,:t 'tii plet 	 ul Jg' i-t -t 'euin rI'o*ll ' ,J0rl) (€'
h11] ;.' 1n.; ,iac dti Ini n t in ) Wi I I 1" ,hv ' vedl uiidl ;nd:;t ,iIf'I, 

http:iiqat.eq
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Recommendation No. 9
 

We recommend that USAID/India: 

a. 	 ensure that the recommendations in the mid-term 
evaluation report for the Maharashtra Social 
Foreotry Project are resolved and implemented; and 

b. 	 esta] ih a !;y ;tem to assure recommendations in 
project ovaluation reports are resolved and 
imp 1ein:n t ed . 

Recommen dat 1)n No . 10 

We 	 recommend that USAlD/India develop timeframes and a elan 
of action to er,;ure the Government of India fulfills its
 
funding, training, and evaluation commitments to the project.
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