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r eFROM: 	 Mr . a r 4e rf 4c IG/A/Singapo 

SUBJECT: 	 Audit of Utilization and Maintenance
 
of Selected Equipment in Pakistan
 
(Audit Report No. 5-391-88-8)
 

The Office of the Regional Inspector General for
 
Audit/Singapore has completed its audit of Utilization and
 
Maintenance of Selected Equipment in Pakistan. Equipment
 
covered by this review included certain procurements under
 
the Agricultural Commodities and Equipment Agreement No.
 
391-0468 and proposed procurements under the Irrigation
 
Systems Management Project No. 391-0467. Five copies of the
 
audit report are enclosed for your action.
 

Your comments to the draft audit report are attached as
 
Appendix I to this report. The report contains seven
 
recommendations all of which are considered resolved and
 
will be closed upon completion of recommended actions.
 
Please advise me within 30 days of any actions taken to
 
implement the seven recommendations.
 

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



EXECUTIVE SUMMARY
 

A.I.D. provided $31 million for heavy equipment, spare parts
 
and workshop machinery under the Agricultural Commodities
 
and Equipment Program agreement dated April 1982. This
 
equipment was primarily to support the Irrigation Systems
 
Management Project. The Project's objective was to increase
 
productivity of Pakistan's agricultural sector through 
rehabilitation of 8,700 miles of canals and 2,175 miles of 
surface drains. 

The Regional Inspector General for Audit/Singapore made an
 
economy and efficiency audit in order to evaluate
 
USAID/Pakistan monitoring and controls over utilization and
 
maintenance of equipment procured under the Agricultural
 
Commodities and Equipment Program for the Irrigation Systems
 
Management project, and to deLermine if USAID/Pakistan took
 
timely and appropriate action when equipment was not fully
 
utilized.
 

USAID/Pakistan did not adequately monitor equipment
 
utilization and maintenance and consequently, did not obtain
 
and evaluate useful information readily available at the
 
Provincial Irrigation Departments (PIDs). Also,
 
USAID/Pakistan did not take timely and appropriate action
 
when notified about problems of low equipment utilization.
 

The USAID/Pakistan Controller had performed some end-use
 
checks of equipment utilization, and certain of the
 
equipment, particularly the excavators used to clear large
 
drains in the Punjab Province, had been generally
 
effectively used.
 

The audit disclosed that a substantial amount of
 
A.I.D.-funded equipment was not being effectively utilized.
 
Nonetheless, USAID/Pakistan management had proposed to fund
 
t3l million for additional equipment and for overhaul of
 
older equipment under a proposed amendment to the Irrigation
 
Systems Management Project. The audit also found that
 
responsibility for monitoring equipment utilization and
 
correcting reported problems needed to be clearly assigned
 
to a specific operational activity. Also, increased
 
emphasis needed to be placed on assisting the Provincial
 
Irrigation Departments to establish an equipment maintenance
 
system and to begin using A.I.D.-funded workshop machinery.
 

A substantial amount of equipment funded by A.I.D. was
 
inappropriate, having no specific project need and
 
accordingly was not effectively utilized as required by U.S.
 
Government management standards. Equipment had not been used
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for several reasons, including inappropriate A.I.D.-funded
 
procurements. As a result neither USAID/Pakistan nor the
 
Government of Pakistan had achieved maximum economic
 
benefits from the equipment or effectively used resources of
 
up to t14 million through transfer of unneeded equipment and
 
improved utilization of other equipment. This report
 
recommends USAID/Pakistan take action to ensure 
A.I.D.-funded equipment is effectively utilized. 
USAID/Pakistan concurred with the finding and 
recommendations. 

A.I.D. Handbook Three requires that project designers
 
specify the resources needed, such as commodities, to
 
achieve projects outputs and objectives. The USAID Program
 
management had proposed funding of t3l million for
 
additional equipment and overhaul of older equipment for
 
which no need had been established. This occurred because
 
USAID/Pakistan had not identified project needs, determined
 
that existing equipment was inadequate, or considered the
 
Provincial irrigation Departments' capability to budqet for
 
equipment utilization. The USAID now has the opportunity to
 
more effectively use the t3l million for project activities
 
that more directly benefit the agricultural sector. This
 
report cecommends USAID/Pakistan reevaluate its planned
 
actions to fund $31 million for new equipment and overhaul
 
of older equipment. USAID/Pakistan concurred in the finding
 
and recommendation.
 

A.I.D. is required by law and U.S. Government management
 
standards to monitor and evaluate the use and results of its
 
assistance and to ensure that resources are used as
 
effectively as possible. A.I.D.-funded equipment, however,
 
was not effectively utilized. This occurred because
 
USAID/Pakistan had not clearly delineated monitoring
 
responsibilities nor taken prompt corrective action when
 
informed about poor equipment utilization. In addition,
 
USAID/Pakistan did not obtain and analyze equipment
 
utilization reports from the Provincial Irrigation
 
Departments. As a result USAID/Pakistan did not effect
 
savings through more effective use of A.I-D.-funded
 
equipment. This report recommends that USAID/Pakistan
 
improve its ability to take timely remedial action on
 
significant equipment utilization problems. USAID/Pakistan
 
concurred in the finding and recommendation.
 

The Irrigation Systems Management project paper and the
 
Agricuitural Commodities and Equipment program documents
 
recognized the need for an effective Government of Pakistan
 
preventive equipment maintenance program. However, the
 
program established by the Government was ineffective
 
because of cumbersome procedures, inadequate funding, and
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inadequate USAID/Pakistan monitoring. As a result,
 
A.I.D.-funded equipment costing over $24 million, which had
 
been in-country for as long as four years, was not properly
 
maintained and therefore vulnerable to rapid deterioration.
 
This report recommends that USAID/Pakistan take action to
 
ensure an effective equipment maintenance program is
 
developed and implemented. USAID/Pakistan concurred in the
 
finding and recommendation.
 

Under the Agricultural Commodities and Equipment Program,
 
USAID/Pakistan provided equipment for six workshops that
 
were intended to be used to overhaul the Provincial
 
Irrigation Departments' heavy equipment fleets. Much of the
 
A.T.D.-funded workshop machinery procured for overhauling
 
equipment h-d yet to be used. The Provincial Irrigation
 
Departments had not budgeted the funds needed for tne
 
overhaul of thei r equipment. As a result, much of A.T.D.'s
 
investment of approximately t3 million in workshop machinery
 
was at risk of being wasted. T:,e report recommends that
 
USAID/TPakistan take necessary action to ensure the
 
A.T.D-funded workshops are effectively utilizeu.
 
USAID/Pakistan concurred with the finding and recommendation. 
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AUDIT OF
 
UTILIZATION AND MAINTENANCE OF SELECTED EQUIPMENT
 

IN PAKISTAN
 

PART I - INTROD[JCTION
 

A. Background
 

The Aaricultural Commodities and Equipmient (ACE) Program was
 
intended to assist Pakistan to increase productivity in the
 

agricultural sector through A.T.D.-funding of t300 million
 

for commodities. Some of these commodities were to support
 
A.I.D.'s Irrigation Systems Management (ISM) Project (No.
 
391.-0467) for the rehabilitation and maintenance of
 
Pakistan's irrigation 1,!stem. This effort was to initially
 
involve about 8,700 miles of canals and about 2,175 miles of
 
surface orains.
 

A.I.D. had spent about $31 million since 1983 for heavy
equipment, spare parts and workshop machinery acquired under 
the ACE Program for support of the ISM Project. The heavy 
equipment and workshop machinery were assigned to the 
Irrigation Departments in Pakistan's four provinces of 
Punjab, Sind, Baluchistan, and Northwest Frontier. The 
Mechanical Division in the Provincial Irrigation Departments 
were responsible for operating the equipment. Procurement 
of additional equipment and overhaul of older equipment was 
being considered under a proposed amendment to the ISM 
Project. 

B. Audit Objectives and Score 

The Office of the Regional inspector General for
 
Audit/Singapore made an economy and efficiency audit in
 
order to evaluate USAID/Pakistan monitoring and controls 
over utilization and maintenance of equipment procured under 
the ACE Program for the ISM project, and to dete,-mine if 
USAID/Pakistan took timely and appropriate action when 
equipment was not fully ut i i zed. 

The review wis conducted from August 1987 through February 
1988. Audit work i nc ud d a rev iew of project files and 
records and discussions wiL USAID/Paki stan a nd Government 
of Pak istan o1. ficials. On site work was conducted in 
IsIamabad and tie )i ovi n(res of Punjab, S i nd, and the 
Northwest Front ier. We vi si ted workshops and equipment 
storage facilities at sel ected project sites. Audit work 
involving equipment in the Baluchist.an Province was limited 
to a review of documents an a files a'vai lable at 
USAID/Pakistan aind contractors offices. 
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Our review included equipment that arrived in Pakistan from
 
1983 through November 1987. The audit covered heavy
 
construction type equipment procured under the ACE Program
 
for the ISM project amounting to abo-at $31 million,
 
including spare parts and workshop machinery, as well as
 
proposed expenditlires under the ISM project of $10 million
 
for new equipment and 21 million for overhaul of older
 
equipment.
 

USAID/Pakistan's comments to the draft report have been 
incorporated into the report as appropriate and the full 
text ()f the comments is included as Appendix I. The review 
of internal controls; and compliance was limited to 
activities related to the report findings. The audit was 
made in accordan-e with generally accepted government
 
auditing standards.
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AUDIT OF
 
UTILIZATION AND MAINTENANCE OF SELECTED EQUIPMENT
 

IN PAKISTAN
 

PART II - RESULTS OF AUDIT
 

USAID/Pakistan did not adequately monitor equipment
 
utilization and maintenance and consequently, did not obtain
 
and evaluate useful information readily available at the
 

Provincial Ir:igation Departments (PIDs). Also, 
USAID/Pakistan did not take timely and appropriate action 
when notified a:out problems of low equipment utilization. 

The USAID/Paki stan Control ler hao per formed some end-use 
checks of equipment utili:at ion, and certain of the 
equipme:t, particularl' the excavators used to clear large 
drains in the Punjab Province, had been generally 
effectively used. 

The audit disclosed that a substantial amount of 
A.I.D.-funded equipment was not bpinn effectively utilized. 
Nonetheless, bSAID/Pakistdr managemert had propose. Lo fund 
$31 million for additional equipment and for overhaul of 
older equ1ipment dnder a proposed amendmenL to the Irrigation 
Systems Management Project. The audit also found that 
responsibility for monitoring equipment utilization and 
correcting reponurted pro ,l,-rms needled o be clearly assigned 
to a specif ic n :rA iona acLivity. Also, increased 
emphasis nee d to b, plar,d an assin;ing the Provincial 
Irrigation Dnpar mnt to establish an equipment maintenance 
system nd Lo ,ygin i:ing A.I.D.-funded workshop machinery. 

To improvo ati] ization and achieve maximum benefit from 
appropriated funds the report has sven recommendations for 
the establ ishment and imp ementation of an improved 
moni nor ng system, closer interaction with the PIDs, 
transfer of oquipment, and stronger controls over additional 
equipment procurements and maintenance programs. 
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A. Findings and Recommendations
 

1. Improvements in Equipment Utilization Are Needed.
 

A substantial amount of equipment funded by A.I.D. was
 
inappropriate, having no specific project need and
 
accordingly was not effectively utilized as required by U.S.
 
Government management standards. Equipment had not been
 
used for several reasons, including inappropriate
 
A.I.D.-funded procurements. As a result neither
 
USAID/Pakistan nor the Government of Pakistan had achieved
 
maximum economic benefits from the equipment or effectively
 
used resources of up to .K14 million through transfer of 
unneeded equipment and improved utilization of other 
equipment. 

Recommendation No. 1 

We recommend that USAID/Pakistan develop procedures to
 
ensure that:
 

(a) 	project and program documents which include
 
procurement of commoditis for specific projects
 
also include minimum equipment utilization
 
standards, criteria to measure utilization, and
 
actions to be taken should the standards not be met; 

(b) 	equipment is Lechnici ]y applicable to in-country 
project activities, conl:dering cnvironmental 
conditioens and bureaucratic situations; 

(c) 	 direct i np t and commitmont to effectively use 
equipment is obtained from the Government of 
Pakistan using organization (such as the civil 
divisions of the Provincial Irrigation Departments) 
prior to funding equipment procurements and
 
overhaul programs; and
 

(d) 	each of the four provinces have adequate budgetary
 
capability to effectively utilize equipment before
 
approving additional funding of procurements and
 
overhaul programs. 

Recommendation No. 2
 

We recommend t:hat USAlD/Pakistan coordinate with each of the 
Provincial Irrigation Departments to determine how 
intra-departm,-ntoa] budgeting and funding procedures could be 
revised to increase equipment utilization while reducing 
overall costs of rehabilitating the irrigation systems. 
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Recommendation No. 3
 

We recommend that USAID/Pakistan evaluate equipment covered
 
by this audit including the $5.1 million known problem
 
equipment (see Exhibit 2), that is excess and cannot be
 
effectively utilized, and take necessary action to
 
coordinate:
 

(a) 	directly with using organizations such as the civil
 
divisions to determine which equipment cannot be
 
effectively utilized, and
 

(b) 	with the Government of Pakistan to transfer such
 
equipment.
 

Discussion
 

Off ce of Management and Budget Circular 117 requires that 
A.1.D. assess the effectiveness and efficiency of 
deve 1opmost. programs on a continuing basis. in effect, 
A.I.D. is required by U.S. Government management standards 
to monitor and eva Itate the use and results of its 
assistance to r.-ure that U.S. Government funds are used as 
effectively ats poss ibie. A.I.D. Handbook 15, Chapter 10, 
Commodity Arrival and Disposition, dated March 17, 1987 
outlined A.ID. pol icies and procedures to ensure that, 
among ot: h r things, A.I .D.-funded commodities, whether 
project or non-projec't, were ,fecLively used. 

With rp' ,t- to p,roject ,nsi:tance, USAID's were to 
ascertain tn t mnod iv ies finarced hy A.I.D. were being 
ef fec: vc y wnd in the pro ect-, or, if not, were 
transferred a; inproved by the USAT). Pro ject agreements 
p l aced responsiL)iiitv on the borrowr/grantee to ensure that 
the commodit ie; wee used effectively for project purposes, 
i.e., in accordance with project implementation plans. 

USAID/Pakistan, however, funded the equipment under a 
non-project ass i stance agrement. The Handbook did not 
requi re USAIlD:; to monitor it i 1 izatn of equipment_ purchased 
under a non-project assiJstance agreement once it was in the 
hands of the end user. Accordingly, the resultant 
Agr icul tural Commod i t ies and Equ i pment (ACE) Agreement­
provided only for the Government of Paki:;tan to assure that 
the equipment was used two year; a[ter clearing customs. 
Special equipment: ut 1i zation provisions to address the 
project ized aspnts of the program were not established 
although it wa; clearly intended that the equipment was to 
be used to support the Irrigation Systems Management (ISM) 
project. 
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Because USAID/Pakistan provided funding under a non-project
 
agreement, the A.I.D. Handbook requirements and ACE
 
Agreement provisions for USAID monitoring of equipment
 
utilization were substantially different than those required
 
for project assistance. There was, nonetheless, a USAID
 
responsibility to avoid waste of U. S. Government
 
appropriated funds. 

Utilization - A.T.D. funded approximately t3l million of 
heavy equipment (see Exhibit 1), related spare parts and 
workshop machinery for use by the four Provincial Irrigation 
Departments (PIDs) under the ISM project. This equipment 
was pri.arily for canal and drain rehabilit.tion and 
maint nnce and to a lev:er extent flood control. Th, PIDs 
had not previously used equipment for canal maintenance and 
only uscd it in certain areas in the Punjab ind Sind to 
clear drains. With the exception of the larger drains that 
reqi red the use of equipment, rehabilitation and clearance 
was perform"d by cent. ,trir :;uppl. ied manual labor and small 
farm tract-ors. 

The introduction of equipment did not change past manual 
labor practices and therefore the equipment was not used for 
irrigation system maintenance as anticipated. For example, 
canals and drains continued to be cleared manually as in the 
past.
 

In a memo daed July 14, 1986, a USATD contractor stated 
that the Ma in Branch Lower (MBL) was the only project scheme 
utilizingi const ruction oquipment, and that they had very 
limited sce:;s in identifying other projects where 
equipment cou ld he uc.,d productively. As of August 1987, 
there were approximeatley 120 A. I .- fu ,ed canal schemes, 
and other tiLr the MB3 very few if any were utilizing heavy 
equipment. 

Efforts to encourage use of equipment on other irrigation
canal proj.o'; were not successfil largely because much of 
the equ i pine, shoul d not have been procured. For example, 
in the Punjab, much of the equipment asigned to the MBL had 
very little aractical use. Other equipment i.e., dozers, 
scrapers, amph i bi ou, backhoes , dredges, compacto is, and weed 
boats were used Lo a limited extent or not at al l . Nearly 
all of the equipment procared for the Northwest Frontier 
Province was inappropriate for use on the smaller irrigation 
systems pr.valrenh: in that area. Accordingly, its use was 
negl igible. The S ind made qreater use of equipment but 
still had :igni f icant ut:ilization problems. 

The following sections discuss some of the constraints to 
effective equipment utilization in the provinces and the 
cost of ineffective utilization. 
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Equipment Utilization in the Punjab Province - A.I.D. 
provided Punjab 97 items of heavy equipment costing $12 
million. For the most part, this equipment was not 
effectively used. During the 12 month period covering
 
September 1986 through August 1987, PID monthly reports
 
showed that 24 draglines, backhoes, and excavators costing
 
5.5 million were used to clear drains, 37 items of
 

equipment costing 3 million were assigned to the
 
A.I.D.-funded MBL scheme, four dozers costing .600,000 were
 
used on various schemes, six trucks and ncailers (for which
 
no ut i i zah ion records were avai ]able) were ue;ed to move 
equ ipme: t btweeri :;chemes and 26 item:s of eqn ipmont costing 
$2.9 m-ilion wet. unas:;signed and siit IWn !",. The 91 items 
of equipment with iliz atio: records are dascasd :.olow. 

The 24 dr-,gl in p , excav it on;, ,nd h :nn were 
,
used dr ing 160 or 56 puinco t f tii AV h 

288 months. The'it i at ion potnrit iil was rach 
greater n nc,, ,,ro on dr" in.: wA; P,"Oqsi year 
round i n the Purn ,- K .:, work to ,p)a.. 
duriig , c "f t .e 12 inornt rs r,.vi .,.] arid t he re 
was ad] ionail work that +1t)ipmLt aonud have 
been Used to aiccompl ih I n this co:e 
accor ino In a PID officia , opuipmant Wa< idlo 
because the civi I div : oN responsibPle for 
approving -:;Ieumes onlyv had funds budget,:1 to 
operat:e and ma i nta in about 60 percent of 
equipment. c71p;,ifry. 

Durin, rho ,r ido Orober 1986 through 
Septembor 1987, 37 items of eunipm nt costing 
$3 mil1 1 or w,,. as;igrned to th.' Ma ri Branch 
Lower (W) Sc h-n' . This s:cheme~ w" des igned 
by a W-AII 'mt rac or to A]mnni:;t rat h n"fit:.­
of 151 na ,qtuipm'n,'rit on i r r igi tion c P mr:. 
There ','r' , how 'V'' r , rinrr;r i:: fr rd' ''ins 
implme ting lu sc w )k beenon rth ;'heme., rn hid 
suspended ptrl irnq d cii:; i n an ''rl-ir, the 
S rtint, A.I.). wosl d pj,_/t he P1). 

The 26 ito;"l fI 'li ifm'nLt 1 Wi' ' not Uned 
during tn, 12 rinth peri od rvi,. (h; ' ,'rnher 
1986 to Anug ;t 19H7 ) in" id 5 :zr 'r:;, 4 

h ,l'-', ', 4 lamphihioo(K ; i ,W",2 , C li ,W 'o r:;, 3 
wee"]hboa, :;, .in0] ;:'r .;. Fou;ir iI it onal 
dozer:; r'. ;. i orily 17 of t 4'' ,viv i lable18 
months;. (lwn> qs , kh"",>, r,,c 1y,omi&}jl i h ; 'wer, M.ll 

used oxji...riuntll y i on Kw() d rii'm'' Kc;uirW . 
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Equipment Utilization in the Sind Province - A.I.D. provided
 
86 items of heavy equipment costing $6.7 million to the Sind
 
Provincial Irrigation Department. Uses of 64 items are
 
discussed below.
 

Thirteen backhoes and excavators were used for
 
clearing drains. While the overall monthly
 
utilization for this equipment was good,
 
averaging 130 hours, potential utilization was
 
higher. For example during a three month
 
period one backhoe was used an average of 339
 
hours per month.
 

A.I.D. funded 16 scrapers, 18 dozers, 8 10-ton
 
dump truckz, and 2 front end loaders. Use of
 
this equipmtnt was very limited. At the time
 
of the audit, some of t".e scrapers were being
 
used to remove silt from an irrigation canal.
 
Although the situations in which the scrapers
 
can be used irn this manner are limited, this
 
novel applic&ation may help increase utilization.
 

AID funded five eight-ton dump trucks that had
 
never been used because there were no front end
 
loaders for loading materials. This matter was
 
reported by The IG auditors in October, 1985
 
when they recommended front end loaders foL
 
trucks be procured.
 

AID funded two weed boats that were used for a
 
short period to clear weeds from a canal.
 
However, the canal was subsequently rerouted
 
which coincidentally eliminated the weed
 
problem and the need for the boats which have
 
been sitting idle rather than being transferred.
 

Equipment utilization in the Northwest Frontier Province -

A.I.D. provided 14 items of heavy equipment costing $1.6
 
million to the Northwest Frontier Province (NWFP) Irrigation
 
Department for maintenance of irrigation canals and drainage
 
systems. Very little, if any of this equipment was used
 
effectively. In fact with the exception of two dump trucks
 
the equipment was generally idle.
 

For example, during a recent 22 month period three
 
excavators costing about J538,000 were used a total of only
 
7 out of the available 66 equipment months. Also, AID
 
funded a tubewell drill that cost t435,000. It was used in
 
one demonstration project and then to drill one 500 foot 
well and not used since. The Provincial Officer responsible 
for the equipment had been attempting to transfer or 
exchange it without success. 
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Equipment Utilization in the Baluchistan Province - A.I.D.
 
provided 29 items of heavy equipment costing $2.6 million to
 
the Baluchistan Province Irrigation T)epartment. The audit
 
did not include examination of files and equipment in
 
Baluchistan Province. USAID/Pakistan files included only
 
one utilization report developed by the PID. This report
 
which was for the period September 1985 through March 1986
 
reported very little utilization.
 

Other Equipment - The USAID should have considered total
 
equipment availability and utilization when considering the
 
purchase of new equipment. The audit found that equipment
 
funded in the past by various donors was substantially
 
underutilized. This equipment was similar to that funded by
 
A.I.D. under the ACE agreement. For example, in Punjab
 
thirty two draglines and backhoes in operating condition
 
were used only about 0 percent of the available months.
 
Furthermore, eleven dozers in service during the 12 month
 
period reviewed were used only 63 of the available 132
 
months, twenty scrapers in operating condition were used
 
only 93 of the available 240 months, and three motor graders
 
and four compactors were in operating condition but were not
 
used.
 

Other equipment assigned to the Main Branch Lower scheme in
 
Punjab included 5 front end loaders, 3 motor graders, 3
 
excavators and one crane. One front end loader was never
 
used and the other four were used an average cf 53 hours a
 
month. The three motor graders had an average monthly
 
utilization of 46 hours. One of the three hydraulic
 
excavators was never used and the average monthly
 
utilization for the other two was 23 hours. The crane was
 
used only 174 hours during the entire 12 month period.
 

Reasons for Poor Equipment Utilization - Equipment was
 
poorly utilized for a number of reasons. For example, most
 
of the A.I.D.-funded canal projects did not require or
 
economically justify use of heavy equipment of the type
 
purchased. The PIDs did noy, adequately budget for
 
equipment use and intra-departmental funding procedures
 
further limited equipment use. To alleviate these
 
constraints USAID/Pakistan needed to work closely with the
 
PIDs (1) to fully evaluale and overcome problems to
 
effective equipment utilization and (2) to transfer
 
equipment that could not be effectively used. Certain of
 
the causes leading to ineffective utilization are discussed
 
below.
 

A.I.D.-Funded Projects - Although USAID/Pakistan procured
 
much of the equipment to be used on irrigation system
 
maintenance and rehabilitation, irrigation canal work funded
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by A.I.D. did not require use of equipment. While
 
excavators and backhoes were generally used for drain
 
clearance, projects involving irrigation canals were
 
considered too small for equipment use. For example, most
 
of the canal work involved shaping the embankment road and
 
extending it no more than one or two feet. Even if the
 
scope of the projects were enlarged the embankment roads on
 
the smaller canals were too narrow for equipment. For
 
larger canals, use of equipment was not practical as the
 
adjacent land was under cultivation and there were no access
 
roads or right-of-way. The PIDs had historically used
 
contract labor and small farm tractors to perform this
 
work. They continued to do so on the A.I.D.-funded projects
 
as they considered it more practical and cheaper.
 

Accordingly, we believe That before equipment is purchased,
 
USAID/Pakistan should ensure the equipment can be
 
technically used for authorized activities in Pakistan.
 

Civil Divisions Not Consulted - The mechanical divisions
 
were responsible for the equipment and actual work involving
 
the ,se of PID equipment. The civil divisions developed the
 
scope of work, which determined the use of contract labor or
 
PID equipment for irrigation schemes. Civil divisions,
 
however, were not consulted regarding the procurement of
 
A.I.D.- funded equipment to be used on the schemes.
 
Accordingly they felt no responsibility to design schemes to
 
foster equipment use. We believe that greater direct input
 
and commitment from the PID civil divisions should precede
 
future A.I.D.-funded equipment procurements and overhaul
 
programs.
 

Budgetary Commitmert - Although equipment is owned by the
 
Provincial Irrigation Departments, procedures require its
 
civil divisions to budget funds for its use. For example
 
hourly charges for a hydraulic excavator were $36.90 (642
 
Rs.). We were informed that standards for annual equipment
 
use in Punjab had been established at 1,500 hours.
 
Accordingly, based upon this standard the civil divisions
 
would need to obtain annual budget authority of t55,350
 
(963,000 Rs) to ensure effective utilization of just this
 
one A.I.D.-funded item of equipment. Over its estimated 10
 
year life budget authority of t553,500 would be needed to
 
effectively utilize this one hydraulic excavator.
 

Effective utilization of A.I.D.-funded equipment in the
 
Northwest Frontier Province (NWFP) would require annual
 
budget authority of about $469,000 and $4.7 million over its
 
10 year life. Similarly the Punjab PID would need to budget
 
$37.7 million (656,520,000 Rs) to ensure effective
 
utilization of only its A.I.D.-funded equipment over a 10
 
year life.
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Unless other provisions for intra-departmental equipment use
 
occur, such as revisions in fund transfer procedures
 
discussed below, very substantial increases in budget
 
authority will be needed if equipment is to be effectively
 
utilized. Accordingly, we believe that USAID/Pakistan
 
should not fund equipment which is beyond the Government of
 
Pakistan's capability to budget Eor effective utilization.
 

Intra-Departmental Funding - In some cases equipment may not
 
have been effectively used because the PIDs' civil divisions
 
did not want to pay the PIDs' mechanical di-ision for the
 
use of the equipment. The civil divisions preferred to use
 
manual labor which they believed to be cheaper. PID funding
 
procedures did not encourage the use of equipment over
 
manual labor.
 

Equipment rather than labor could possibly have been used by

the PIDs in some instances and at other times equipment such
 
as draglines could have been used to a greater extent. In
 
these cases ineffective equipment, utilization was to some
 
extent, caused by the PIDs intra-departmental funding
 
procedures. For example, the Northwest Frontier Province
 
Subdivisional Engineer in charge of equipment could not
 
provide equipment to a civil subdivision unless payment was
 
made for prior equipment LIsage. This problem was compounded
 
by the fact that the civil divisions and their contractors 
rarely requested equipment because, in addition to it being 
considered inappropriate for the work, it was too costly to 
rent. 

A mechanical division engineer in the Punjab province said
 
that draglines sat idle because the civil divisions lacked
 
funding to pay for their use.
 

While these funding procedures enhanced accountability and
 
encouraged fiscal responsibility, they also promoted
 
ineffective use of equipment which now represents a sunk
 
cost. Sight was lost of the fact that the civil and
 
mechanical divisions were both part of one irrigation
 
department that had a job of maintaining the irrigation
 
system.
 

Cost of Ineffective Equipment Utilization - A.I.D.-funded
 
equipment that had not been effectively used and some that
 
had never been used. In these cases not only was the
 
procurement of the equipment wasteful, but so were the
 
associated costs of shipping, maintenance and repair
 
facilities, and the hiring and training of support staff.
 
Of the 391 items of A.I.D.-funded equipment, only the
 
draglines and excavators were clearly needed and effectively
 
utilized. The need and effective utilization of the
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remaining equipment costing over $14 million was
 
questionable. In fact the audit showed that equipment
 
costing at least t5.1 million (see Exhibit 2) was not
 
effectively used.
 

Unless USAID/Pakistan can coordinate with PIDs to
 
significantly improve utilization, these appropriated funds
 
will be wasted. Accordingly, we believe USAID/Pakistan
 
should take all possible actions to ensure effective
 
equipment utilization.
 

Conclusion - USAID/Pakistan funded equipment through an 
agreement that d'd not have provisions for ensuring 
effective utilization. Much of the equipment was not 
appropriate for project activities for a namber of reasons 
including a lack of input from the civil divisions who 
decided whether to use contract labor or equipment and who 
budgeted for and funded the irrigation system work. The 
equipment rental charges, tht the civil divisions must 
fund, fu r t he r lowered equ ipment u t i I i za t ion. Even a f te r 
USAID/Pakistan and the PIDs exhaust all efforts to 
effectively uti I ize equipment, it is probable that a 
substdntia& numher of items will be excess to actual needs. 
These items should be identified and transferred to where 
they will be effectively used. 

Management Comnments5 

USAID/Pakistarn management concurred in the finding and 
recommendat rns. They asked t hat reference to disposal 
action be deleted from the finding and recommendations 
because the equipment is the property of the Government of 
Pakistan and there is no provision for disposal in the 
Agricultural Commodities and Equipment program agreement. 
They also made some suggestions of a minor editorial nature. 

Office of Inspector General Comments
 

Recommendations 1-3 are resolved and will be closed upon
 
completion of the corrective action. As requested all
 
references to disposal action in Recommendation No. 3 and in 
the body of the report h(Ive been deleted since 
USAID/Pak istan manageme nt is co(r r fct r ega r d i rig the absence 
of provisions for d i )po,;a1 of unneeded equipmentt in the 
program agreement. We nonet heI e be i evfe that 
USAID/Paki stan should make every effort to encourage the 
Provi ncia Irrigation Depar tment s to dispose of unneeded 
equipment such as the 4 35,000 tubewel (r iI and to 
reprogram any salCe; proceeds to further I SM project 
objectives. We also made all suggested editorial changes. 
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2. 	USAID/Pakistan Has Opportunities tc More Effectively Use
 
Funds Proposed for Additional Equipment Expenditures.
 

A.I.D. Handbook Three requires that project designers
 
specify the resources needed such as commodities to achieve
 
projects outputs and objectives. The USAID/Pakistan Program
 
management had proposed funding of ,3l million for
 
additional equipment and overhaul of older equipment for
 
which no need had been established. This occurred because
 
USAID/Pakistan had not identified project needs, determined
 
that existing equipment was inadequate, or considered the
 
Provincial Irrigation Departments' capability to budget for
 
equipment utilization. The USAID now has the opportunity to
 
more effectively use the t3l million for project activities
 
that more directly benefit the agricultural sector.
 

Recommendotion No. 4
 

We recommend hat USATD/Pakistan:
 

(a) 	reevaluate the need for and utilization of new 
equipment valued At .Q10 million included in its May 
1987 draft proposal for the Irrigation Systems 
Managemont Pr)ject paper, 

(b) 	reeva:ua :,  th.n need for and likely uti 1ization of 
the $21 milli n "qwipm~rnt overhaul program proposed 
under the Irr ig tion Systems Management Project 
amendment (phn :11 o 

(c) 	 define minimum tilizition standards for new and 
overha :,do eq ipm"n. and specify corrective actions 
if the standards are not met. 

Discussion
 

A.I.D. Handbook Three requires that project designers 
specify the resources needed such as commodities and 
technical assistance to achieve project outputs and 
objectives. Furthermore, A.T.D. Hnrdbook 15 requires; USAIDs 
to e:;Lahli.h a 'ystnem to ensure efffec.tive ut ilization and 
maintun,dnco of A.I.D firnanced commodit ies:. Expenditurres of 
$10 mil lion for new Pqo imrnt arid $;2] mil lion to overhaul 
older equipmiint were proposed by USAID/Paki ;tin. Al t~hough a 
detailed li:1 i nq for rw oq uipmnt and part:s lintL for older 
equipment had boon prp r,,d, spoc i f ic k;,; for r hi s 
equ ipment had not beon ident if ieod by UtJAIIb/Paki utin. USA ID 
had not funds for I urpos,: a: ofcommitt ed p,;o February 
1988. In order to employ , ,od m nag mnt prctl icps each 
item of equipnent to e pro:u red or overhauled should have 
clear ly defi ned needs, proposed uses, and a reasonable 

- 13 ­



assurance that the equipment use will justify its
 
procurement. A reevaluation of both proposals is needed as
 
discussed below.
 

Planned New Equipment Procurements - AlO Mill.ion - in its
 
May 1987 draft amendment, USAID/Pakistan planned to provide
 
$10 million to fund a third tranche of equipment for the
 
Irrigation Systems Management Project. The proposed listing
 
for the new equipment included 35 additional draglines and
 
excavators, 32 dozers, 18 motorized scrapers, 6 six-ton
 
vibratory compactors, var ious trucks, cranes and numerous 
other items. 

It , '- rot clear at the time of the audit which, if any, of 
these iem wowid actually he procured and information on 
spacific nm-ds for the equipment were not ivailable. In 
fact, USAID/Paki.tan had planned to procure equipment for 
the PIDs wit hot .;pcifican ly identifyinj project needs and 
had not deterinne that ,xi sting equipment was inadequate to 
meet na.( that might arise. Also equipment needs were not 
based upon ,q oipmont uti] izat ion work plans. Coordination 
with the civil Divis ions who must plan and budget for 
equipment w , w". licking. 

Planned U',rkao Of Older Equipmtnt - $21 Million -
USAID,7Kj-. t- n--,- -nto-- n na the over a ul of older 
equipl, , bnt Prayo.nW :rrI, inn Departments. 

v ,Howe -r ,, ' Inoip- h oe. ,,eih wan not for any 
,sp)ecif , , ,rd ];;i' / W i'P i'j.;tn d I,.ki adequate 

assu i c I K 1!. ,' h -1 ip*tII" 1 " ! h s d 

, "Wr 
overhaul pr,,rim, ,nd in N ovImr' . 1987 t his plan was in the 
latter :1 ,gyp ,:of , impi, : n. I z U,,:,D/Paki:;t:,n directed 
task had t.kn two year." and rw Oird preparnt ion of four 
manuals total linq ovr 1,000 pqo thd i ncluded detailed 
parts li.' for *ich of 35 mt of e, uimo nt in the four 
provi nce. t" he overhai led. Th. equipmnent included 83 
dozers, 1i CIpi., 14 drilling ri s'., 24 drgl n , 6 
motor a3nln'i', 37 hoekh". and vi WKoi ot he'r itemsn: of heavy 
equipment. In nd ' ion to tIS, qup: , t , t h, were plan s 
for th, i ' 21) ,:" for Pun j a, Prvin,.; 

USAID/P 5, o ,t for a , Ui tu ie prlp roi for the 

ovh rh r, Vh , t 0 

A survl"y h1' KA!'P/1 i i Innt eont r act nOn'[. 1 or[ how!] that 
the qui p ,, v : hv a ,.K w.a: in ,xt t , , ,/ poorr h-
condit ionh :, 1, lac f I ; ,i n t *r-v nt 1v in~tinrt rnce,

' ,,X1,,n:;ivP,s'ubs;tanard K nJ r,,po irn:, MIKU ";, arnd 

cannihal i t?in. '[Tie :;tr VI ' I " ,1clm l tdped that on 
i ntandi ,ari xperl:; VI of f )rt Wo uld have to e mode] to 
recond] t ion thi:; equipment before it woutld once again be 

usab 1 e.
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Do zer at- Moghl 1pura workshop in Punjab to be 
oVer hall 1I d fs par t of tne USAI ) proposed 
equ i pmen t over hau] pr ogram.l 

TrI~ rA~ I puI wm kd'h.r 1~~nr Pullr Iht to ihf, 

o i~h),I'] I 
I'(]p :110-111 w ." [ 
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The contractor identified 5 major constraints to a 
successful overhaul program as insufficient funds, 
insufficient staff and personnel, underqualified manageria. 
and supervisory staff, underqualified technical personnel 
and insufficient spare parts. All of the actions proposed 
by the contractor to overcome these constraints involved 
additional funding to be provided by the USAID, including 
funds for special pay rates to help attract qualified staff. 

In a September 1987 memo to the USAI/Pakistan Mission 
Director, we asked for documentation showing the need for 
-nd spec fic use pl anned f r each itemnf equipment to be 
robdi it. o ];jo ,:ko fon iny docum,n , showing the 
Government of P -ki:tan's ,ommini mont to fiul ly uti lize the 
renwilt , ipnent for authori:'ed pArjroses . A USAIO/Pakistan 
official 'ahs-'uo1ntly told up that a fina l dec ision or the 
overhaul pnoram had nt hon mad, and accordingly did not 
provide t n rt,, *,, d n tati r. 

As with Lt , n.w i,t,n,'r , ni pr, ms i,ng the ovierhaul program
USAID/Pak i !,n Kid no- 0, ,, , addressed ( 1) the amount 
of PiD "I Ii ,rpm an stat us, pastI in opy r aLional (2) 
utilizat in on! H ) th a.zUce of well defined 
substan O! .i Ci, y o ulilrnt planned overhaul.nt, :; W for 

Pn. tn lu' aeAlso, US;. ; had not given ,rontsider Lion to 
the co"t of ,iw l i z rng t hi:; ,qu imnt. F:or example, to 
effectivply 2. iizse thig "verhuled ,q wp~mnt the four PIDs 
would no,u to ud,,t apoproximatoly $4 million annually for 
its 0 ,: .at , n . 

Conclus ion - We believe that prior to funding ein.her new 
equi pmnt or overhaul of existing equ i pment the Mission 
Director :;ho d require a carefal review of the actual 
ut i 1 i zat ion that could be reasonably expected. 
USAID/Pak i;tan should he assured that there is a specific 
and continu'ing]need for the items to be overhauled and that 
utilization -tnrdar'd .will be met. 

Manaaqerren t Pommndts 

The USAID managemenO concurred in the finding and 
recommendat i on. 

Office of In:pictor Genera] Comments 

Recommendt ion No. 4 is considered resolved and will be 
closed when USAID/Pakistan completes the corrective actions.
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3. 	 USAID/Pakistan Needed to Assign Responsibility for
 
Monitoring Equipment Utilization and For Resolving
 

Reported Problems.
 

A.I.D. is required by law and U.S. Government management
 
standards to monitor and evaluate the use and results of its
 
assistance aid to ensure thac resources are used as
 
effectively a: possible. A.I.D.-funded equipment, however, 
was not effectively utilized. This occurred because 
USAID/Pak istan had not clearly delineated monitoring 
responsibilities nor taken prompt corrective action when 
informed about poor eq.,ipmi-nt uW i ition. In addition, 
USAID/Paki tan did not obtain And analyze equipment 
uti 11ation reports from the Provincial Irrigation 
Departmont:. AP A result USAID/Pakistan did not effect 
savings t houqh more O-feetive use of A.I.D.-funded 
equipment. 

Recommendati on No. 5 

We recommend that USAID/Pakistan improve its ability to take 
timely remedial d1tion by establishing procedures to: 

(a) 	 ensure Ohat necessary act ion will be taken to remedy 
sign:t iant equipment utilization problems as they 
becrme known, 

(b) 	asqn n ' r responsibi l i ty for monitoring equipment 
and t:ram ,nc)rrective action to an operational activity 
such 1A the Office of Agricultural and Rural 
Devolopmn/tin-, (I n­

(c) 	 obtain periodic utilization status reports from the 
Government of Pakistan on A.I.D.-funded equipment and 
evaluate utilization to determine appropriate 
cor r rct ve action. 

Discussn r 

The Forwign As;istance Act requires A.I.D. to establish a 
mahagemet system that includes the adoption of methods for 
comparing actual versus planned results of programs. Also, 
A.I.D. is r.qa ird y law and U.S. Government management 
standards to monitor and eva]luate the use and cesults of 
development s:; i stanc, to ensure that U.S. Government funds 
are used a:; effectively a:; pos:;sibhle. USAIDs have a riumb.r 
of sourcos of information thaat can be used to help ensure 
A.I.D.-funded resources are effectively utilized. Although 
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not specifically required by A.I.D. handbooks, good U.S.
 
Government management practices would be to fully consider
 
this information and when warranted take action necessary to
 
correct reported problems. As discussed below,
 
USAID/Pakistan management was informed of severe equipment
 
utilization problems as early as October 1985 by the
 
Inspector General (IG) and subsequently by the USAID
 
Controller in two of his equipment utilization reports.
 
Corrective action, however, was not taken.
 

USAID Manaqe ne . Did Not (orrec-t Known Problems -- Poor 
equipment dt iI izat ion had bhen repor ted t a USAI D management 
in the past but corrective action was not takeq. in October 
1985, the IG reported (Audit Report No, 5-391-86-I) to the 
Mission Director that much of the A.I.D.-funded equipment 
had not been effectively used and in fact, 135 items costing 
over 4.4 million had not been used At all for periods 
ranging from 8 to 14 months. The USAID Controler reported 
equipment atiliz,a1tion problems in two s-parate end use 
reports dated Septu -in 21, and Febt uary 10, 1987.r 1986, 
The USAID Control lr cited reasons for ineffective 
utilization a.n (1) lack of heavy construction work, (2) 
intra-deparnm nt a fun ing procedres for equ ipment rental, 
(3) a beli,-f that use of equipmnont instead of labor would 
substantially increise project cost, (4) canal banks that 
were too n r row to accommoda t e equ ipnme nt , and (5) 
inappropriate equipment. Our audit found that these reasons 
continue t:o be dominant factors for ineffective equipment 
utilization.
 

Monitor i nq/Cor rect ive Action: - USA b/Pakistan was generally 
aware of poe r equ ipment ut ili zat ion. However, 
USAID/Pakistan did not obtain available information on 
equipment utilization within the PIDs. The three PIDs 
visited during the audit were maintaining data which could 
have been provided to USAI)/Pakistan on a periodic basis. 
With this information USAII)/Pakistan would have been in a 
better po;ition to resolve equipment utilization problems in 
a more timely manner. 

When poor ut ii Zat ion was brought to its attent ion 
USAID/Paki stan mianagement did not take corrective action in 
part, because clear responsibility was not as;igned. For 
example, mnnagemont responses to the 1985 IG report and to 
the USAID Controller's end use reports att:elpted to justify 
the procu rements and e'qui vocated on cor rect ive actions that 
would be taken. Accordingly, similiar problem:; still existed 
at the time of this audit and we believe they are likely to 
continue until USAI D/Pak i stan establishes a process to 
remedy significant equipment utilization problems as they 
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become known. By not addressing problems a- they were
 
reported, USAID/Pakistan in effect, denied benefits to the
 
agricultural sector that could have been derived from more
 
effective use of equipment costing at least t5.1 million.
 

Part of the problem with the existing process was the lack
 
of clear s,porisibility within USAID/Pakistan for taking
 
corrective action. Since the equipment was purchased under
 
a program rather than project agreement, there was no
 
project officer to automatically assume this 
responsibility. By memo dated April 20, 1987, the Chief,
Office of Agricultural and Rural Developnent (O/ARD) made 
some effoi:t t,_) parti ly remedy this prolem. In his memo 
to the Deputy s (DiiionDi rec or he stated: 

"ARD Ii,tcl no on-going !-e ationship with respect 
lo flood core] nor oe iny projectdo envision 
type -tIv t: invol vo, in Flood control. 
F u rt-her , for f1 ood -on t rol PCLI iFm nt ;.RD' s 
respon:-;ibi i t i. will cea;e -fter ass isting 
provincial atLthorit ie.s wit h the procurement of 
this (,(I i pmr ent and asder taining that such 
equipmenit. i d eIvered to the appropriate 
prov i nci ,,d p,irt imnt."s 


The Chief, !ARD went on to say that monitoring and 
-correctiv, ati on 01" flood control equipment would be 

handled by t Ie Offie of Financial Management, and that 
monitor i g I:;e of t ,- A. I . ).-fInded drilling rig would be 
handled )7 "hi, R,,< i),ei Affairs Officer in Peshawar. This 

-guidanceO (]P] r;. i(c7 ,11ale mv ent ion of eq Lipmient purchased 
for i rr jic ion ,nld dIr -inage work. Also, it was not 
pract ic to, nri l,',n,-r,t b s::cau the speci fic equipment
procured f, r flood control purpos.es was not identified or 
segregat:d. Additional ly, neither the Cont ro Ier nor the 
current Chief-,, Off ice of Agricultural and Rural Development 
were awarf, of thw mrno. In any case, the Controller was not 
in a position, organizationally, to initiate corrective 
action on ap riprnent ut I i zat ion problems. Accordingly, 
respon: ihi I I ty ;t i 1I needed tio be assigned. 

Conc li:; ion - USAI D/Pa k is tan manageinent had been repeatedly 
informed of- :. i : a t io(n)s involving poor utilization of 
A. I . D. - f Unded oqti i pmcl nt ) 11t: these problems had not been 
cor r ect ed. We be i eve that- USAI1) management should take 
action now to ly ip In(1 utilizationLu' re.I;olFe ent problems. 
Additional ly, UTAI D/Pak i ;tan needs to assign responsibility
for monitoring utiI iz at ion of equipment and initiating 
corrective ,tI ion t() an operational activity. This activity
should obtain periodic status reports from the PIDs on 
equipment operational status. 
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Management Comments
 

USAID/Pakistan concurred in the finding and recommendation.
 

Office of the Inspector General Comments
 

Recommendation No. 5 is resolved and will be closed when 
USAID/Pakistan provides evidence that the corrective actions 
are completed. 
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4. 	 USAID/Pakistan Was Not Successful In Assisting the
 
Provincial Irrigation Departments to Establish a
 
Preventrive Equipment MainLtenance system. 

The Irrigation Systems Management pro ject paper and the 
Ag r icu ltu ra Commod it i es and Equ i pment pr og ram documents 
recognized the need for an effectivo Government of Pakistan 
preventive equipment maintenance program. However, the 
program established by the Government was i nef feet i ve 
because of cumbersome procedu res, inadeqjuate fundI ng, and 
inadequate USA I D/P, k ist ,in moni ori ng A; a r, ]stI, 
A.I.D.-fundpd ,qu riho t costirg oVer .$24 m[iI ilion, whi ch hcd 
been in-country ,r i: long A.; four yb.ar;, wa not p roperly 
maintain,,d and LOrefore colnr.ble to rapid , L..ria r-it.on. 

Recommendat ion No. 6 

We recommen] that USAID/Pakistan:
 

a) assi:st the Provincial IrrigALion Departments to 
develop an ,quipnrp t prevent ve maint nance program 
which inn:1',lud p rov iions for p ann' g, scheduling, 
and b oi, g for the m t i co ; andj 

b) request the Grovernmn K Pakiv;tan to Leport on th2
 
Provincial. rr igatior Department's preventive 
ma intcnance p rograrm. 

Discuss ion
 

Both tho Agricultural Commodities and Equ i pment (ACE) 
Program Ass istance Approval Document and the Irrigation 
Systems Management (ISM) Project Paper recognized the need 
for the GoverrnoLt of Pakistan to estabi ih oan effective 
equipment- maint,:nanco program. Also Handbook Three, ChapLer 
Three emphasn -t he importance of th host: countryi I 

instituit ions' A; afactori ly m et i ng it:; role: and 
respons ilit ie. . 

The technical ,assi inace cont ractor wan st 1Il working on a 
computer based maintenance tracking and mon i tring progra,n 
as of Fetbruary 19d8. Install lation of the program wa; not 
certain for a number )f reasons including problom.; in hiriwg 
and t raining qti.1 ]ifi ,d c I oput operr;oj t:or s.. A IADrU/Pkir;itn 
had not mado interim proyvision:; f,3r r"at inp noniit r ri, of 
equipmenL ma i ntenance. Accordi ngly, te Provincia 
Irrigation Depart ment :; (I'ID:;) id not i n;t a ].dl a rid fu nded a 
nai ntenance program that wou ld erable them UO plan, 
schedule, budget, and perform rout ine and preventive 
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maintenance of equipment and to prepare appropriate reports
 
on the status of equipment maintenance. This was due, in
 
part, to the PIDs not budgeting sufficient funds for
 
equipment maintenance.
 

Lack of an effective maintenance program reduced the
 
usefulness of the PIDs' equipment fleets. Much of the older
 
equipment was either deadlined or subject frequent
to 

breakdown due to inadequate routine preventive maintenance.
 
Also, since only the machinery that was being used received
 
even minimal maintenance, the many icems of equipment with
 
low Utilization were not generatinc maintenance funds and
 
therefore did not receive the maintenance necessary to
 
prevent deterioration.
 

Without an effective maintenance program A.I.D.-funded
 
equipment costing over t24 million, whiich had been in
 
Pakistan for up to four years, is highly vulnerable to rapid
 
deterioration.
 

Management Comments
 

USAID/Pakistan concurred in the finding and recommendation.
 

Office of Inspector General Comments
 

Recommendation No. 6 is resolved and will be closed when the
 
Provincial Irrigation Departments establish an equipment
 
preventive maintenance program and the Government of
 
Pakistan submits reports on the preventive maintenance
 
program.
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5. 	 Workshops Have Not Been Used As Intended for
 
Maintaining Equipment Fleets
 

Under the Agricultural Commodities and Equipment Program,
 
the USAID provided equipment for six workshops that were
 
intended to be used to overhaul the Provincial Irrigation
 
Departments' heavy equipment fleets. Much of the
 
A.I.i..-funded workshop machinery procured for overhauling
 
equipment had yet to be used. The Provincial Irrigation
 
Departments have not had the funds needed for the overhaul
 
of their equipment. As a result, much of A.I.D.'s
 
investment of approximately $3 million in workshop machinery
 
was at risk. of being wasted.
 

Recommendation No. 7
 

We 	 recommend that USAID/Pakistan coordinate with each
 
Provincial Irrigation Department to determine how workshop 
machinery can be effectively utilized with minimum 
additional A.I.D. funding for equipment overhaul or find 
other uses for this machinery. 

Discussion
 

Under the Agricultural Commodities and Equipment (ACE)
 
Program, USAID/Pakistan provided machinery costing over $3
 
million for six workshops; three in the Punjab and one each
 
in Sind, Baluchistan, arid the Northwest Frontier Provinces.
 
These workshops had two functions: (1) the fabrication of
 
parts for the irrigation system structures and (2) the
 
maintenance of the Provincial Irrigation Departments' (PID)
 
equipment fleets. The Irrigation Systems Management Project
 
Paper stated that the workshop equipment and spare parts
 
were to be procured to maintain the PIDs' old and new
 
equipment fleets.
 

Commissioning of the workshops lagged behind schedule, but
 
by November 1987 five of the six workshops, although
 
generally unused, were at or near operating capability. At
 
the Moghalpura workshop in Punjab the machinery for
 
fabricating and repairing components of the irrigation
 
system was being used, but the machinery for overhauling
 
construction equipment was idle and had, in fact, never been
 
used. At the Bhalwal workshop in Punjab, the fabrication
 
machinery was in use, but use of the overhaul machinery had
 
been limited - three draglines had been overhauled since May
 
1987. The workshop at Peshawar in the Northwest Frontier
 
Province was near operational status and some vehicles had
 
been overhauled. The Jamshoro workshop in the Sind was not
 
operational because of construction delays.
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The Executive Engineer in charge of the Moghalpura workshop
 
stated that although the workshop machinery was operational
 
and employees had been trained, funds were not available for
 
equipment overhaul. He said the workshop machinery would
 
not be used unless USAID provided funds. The lack of funds
 
similarly limited the utilization of the other workshops.
 
Although the Bhalwal workshop has overhauled three
 
draglines, the level of work was substantially less than
 
required for effective utilization of that facility. In the
 
Northwest Frontier Province there was concern that the heavy
 
equipment owned by the PID was not enough to provide
 
sufficient maintenance and overhaul work to even cover the 
salaries of the workshop employees that had been hired and 
trained. 

Some of the A.I.D.-funded machinery comprising
 
the Moghalpura equipment overhaul workshop that
 
has never been used.
 

Much of the $3 million of A.I.D.-funded workshop machinery
 
was not used. Effective utilization of the A.I.D.-funded
 
workshop machinery depends upon substantial long term
 
funding for equipment repair and overhaul. Therefore, USAID
 
should determine how the machinery in each workshop can be
 
effectively utilized without the PIDs relying upon
 
additional A.I.D. funding for equipment overhaul. If the
 
PIDs cannot fund the anticipated equipment maintenance then
 
the worksilop machinery will not be effectively utilized and 
the A.I.D.--funds expended for that equipment will have been 

wasted. 
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Management Comments
 

The USAID concurred in the finding and recommendation.
 

Office of Inspector General Comments
 

Recommendation No. 7 is resolved and will be closed when
 
USAID/Pakistan determines how the workshop machinery can be
 
effectively utilized.
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B. Compliance and Internal Control
 

Compliance
 

USAID/Pakistan procured equipment to be used for the
 
Irrigation Systems Management Project under a commodity
 
import program type agreement rather than a project
 
agreement. Accordingly normal A.T.D. requirements
 
pertaining to the monitorship of project commodity
 
utilization were not applicable to equipment covered by this
 
audit. The review of compliance was limited to the findings
 
presented in this report.
 

Internal Control
 

Finding No. 3 discuss id the need for better USAID/Pakistan
 
monitoring of equipment utilization and for developing a
 
system to ensure known problems are corrected. Finding No.
 
4 discussed the need for better USAID/Pakistan monitoring of
 
the Provincial Irrigation Departments' provisions for
 
ensuring routine and preventive maintenance of A.I.D.-funded
 
equipment was performed. The review of internal controls
 
was limited to the findings presented in this report.
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AUDIT OF
 
UTILIZATION AND MAINTENANCE OF SELECTED EQUIPMENT
 

IN PAKISTAN
 

PART III - EXHIBITS AND APPENDICES
 



Exhibit 1
 

Equipment Procured - First & Second Tranches
 

September 30, 1987
 

No. Cost 

Dozers 41 3,065,994 

Dragliries 22 5,129,164 

Backhoes 20 3,389,279 

Excavators 8 1,620,250 

Dump Trucks 41 2,643,880 

Flat Bed Trucks 4 161,754 

Scrapers 27 2,451,485 

Compact or; 147 1,118,067 

Low Bed Trailers 5 552,679 
Frontend Loaders 4 195,842 

Dredges 6 696,416 
Water TrucK: 13 854,209 

Fuel & Lube Trucks 23 1,254,181 
Weed Cuttinq Boats 5 144,607 

Tube Well Drill 1 434,652 

MobilI Q'r,ine, 1 238,445 

Motor Graders 2 123,501 

Miscel laneous 21 302,790 

Total 391 $24,377,195 



Exhibit 2 

Equipment with Low or No Utilization 

September 30, 1987 

Punjab Sind NWFP Total Unit Cost Total Cost 

Dczers - Desser 5 5 $157,237 $ 786,185 

Dozers - Case 3 1 4 59,522 238,088 

Dozers - Deere 1 1 26,937 26,937 

Scrapers 5 5 137,450 687,250 

kmphibiOUS Backhoes 4 4 174,)50 699,800 

Mudcat Dredges 2 2 116,070 232,140 

Weedboats 3 2 5 28,921 144,605 

Compactors - 6 ton 4 1 5 56,827 284,135 

Dumptricks - 8 ton 5 4 9 45,037 405,333 

Backho,s 2 2 184,461 368,922 

Tube Well DI-11 1 1 434,652 434,652 

Motor Gridrr3 2 2 61,751 123,502 

Dragline 1 1 168,669 168,669 

Lube Trucks 2 2 63,229 126,458 

Low Bed Trailer 1 1 140,181 140,181 

Water Trucks 4 4 66,456 265,824 

Total 26 13 14 53 $5,132,681 

uug uIrn urn. unmlmum 
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UNCLASSIF P T) I SLAt-"BAD 011173 

(4) ACTION A~2 INI0 AMB'DCM Appendix 1 

VZCZCGPO0B5 /LOC: 
 299-301 152

PP RUEHGP 
 24 rAY 88 1?36 
DE RUEHIL # 173 1451032 CN: 34438 
ZNR UUUUU z H CHRG: AID 
P 241032Z MAY 88 / DIST: AID 
FM AMEMBASSY ISLAMABAD
 
TO AMEMBASSY SINGAPORE PRIORITY 0912 
BT 
UNCLAS ISLAMABAD 11173
 

ADM AID
 

FOR RIG/A/S RICHARD DERRICK FROM J. PAUL GUEDET, 
DIRECTOR, (ACTING)
 

E.O. 1235C: N/A
SUBJECT: M!SSION COMMENTS ON D--,F'I AIDIT 04 UTIMIZATION 
- AND :AINTYNANC' O- o;EL CTFT FQJ Ft'YNT 

REF: YOUR MEMO OF APhiIL 22, 1968 

1. THE MISSIOA HAS NO DISAGREEMENT WITH THE FINDINGS 
AND RFCOrtMFNDATIONS IN THE DRAFT REPORT AND CONCURS IN 
ALL THE RECOMMENDATIONS EXCEPT Till WORDS QUOTF OR 
D15POSE UNQUOTE IN PART (-B)OF RECOVMENDATION NO.J FF. SINCE THE EQUIPMENT IS THE FROPERTY OF HE 
GOVT. OF PAKISTAN, AND THERE IS NO PROVISION FOE 
DISPOSAL IN THE PROGRAM AGRIE'iNT WE DON'T SEE .OW WE 
CAN COORDINATE DISPOSAL. WE HAVE, HOWEVER, ALREADY 
INITIATED AkCTIONS 'ITH PROVINCIAL IhRIGArION 
DFPARTMFNTS TO UTILIZe E,UIPMENT AND/OR TFANSFYR TO 
OTHER ORqANIZATIONS TO iFFE'T U1TILIZATION. 

2. WY DO OFFER THE YDLLOWING SPECIFIC COMMFNT.: 

- EXECUTIVE SUMMART, PAGo. 2, SECOND PARA, THIRD 
- SENTENCE - PLEAFE DELETE THE WORDS QUOTF DISPOSAL 
- OR UNQUOTE. 

- PAGE 3, FIRST FULL PARA, FIRST SENTENCE, PLEASE 
- INSERT THE WORDS QUOTE HAD NOT UNQUOTE AFTER THE 
- WORD MANAGEMENT. 

RESULTS OF AUDIT - PAhT II 

- PAGE ELYVEN, SECOND PARA, FIRST SENTENCE - ELIMINATE 
- QUOTE AVOID FURTHER WASTE OF UNQUOTE AND SUBSTITUTE 
* QUOTE ACHIEVE MAXIMUM BENFfIT FROM UNQUOTF. 

- PAGE TWLFVi, FIR."T PARA, LAST SENTENCE - ELIMINATE 
- QUOTE DISPOSAL OR UNQUOTE. 

ECE iV.*: 
3. THE MISSION APPRECIATES THE CONSTRUCTIVE AND 
POSITIfE ATTITUDE OF RIG/A IN THIS AUDIT AND ASSURES 2 5. M 88 
THAT WE HAVE ALREADY INITIATED ACTIONS IN RESPONSE TO 
RECOMMENDATIONS IN THE DRAFT REPORT. RAPHEL RIO/A/S 

UNCLASSIFIED ISLAMABAD 011173
 
/ 
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List of Recommendations
 

Recommendation No. 1
 

We 	 recommend that USATD/Pakistan develop procedures to
 
ensure that:
 

(a) 	project: and program documents which include
 
procurement of commodities for specific projects 
aoo include minimum equipment utilization 
standand, , crito ria to measure utilization, and 
actions to be taker: should the standards not be met; 

(b) 	equ ipment iK t-chn it,- i applicable to in-country 
project act ivit in';., considering environmental 
condition3 And bureaucratic situations; 

(c) 	direct inrdt ind commitment to effectively use 
equipment is obtained from the Government of 
Pakistan using organization (such as the civil 
divisions of the Provincial Irrigation Departments) 
prior to funding equipment procurements and 
overhaul progrAm, andin:; 

(d) 	each of tUP# four jrovinces nave adequate budgetary
 
capability to effe,:tively utilize equipment before
 
approvi ng Add itional fdnding of procu rements and
 
overhaul prf drrn 

Recommendtion No. 2
 

We recommend that USAID/Pakistan coordinate with each of the 
Provincial Irrigation Depart1nents to determine how 
intra-departmental budgeting and funding procedures could be 
revised to increase equipment uti li zation while reducing

overall costs of rehabilitating the irrigation systems.
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Recommendation No. 3
 

We recommend that USAID/Pakistan evaluate equipment covered
 
by this audit including the $5.1 million known problem
 
equipment (see Exhibit 2), that is excess and cannot be
 
effectively utilized, and take necessary action to
 
coordinate:
 

(a) 	directly with using organizations such as the civil
 
divisions to determine which equipment cannot be
 
effectively utilized, and
 

(b) 	with the Government of Pakistan to transfer such
 
equipment.
 

Recommendation No. 4
 

We recommend that USAID/Pakistan:
 

(a) reeriluate the need for and utilization of new
 
equipment included in its May 1987 draft proposal 
for thle I.rigation S/stems Management Project paper, 

(b) 	 reevaluit,- the nod for and like y utilization of 
the $2 i re I in ,,e i, ,nL ,vrh.wu ,rogr m proposed 
under th.n i l sy;t ,an >an.(igOrfltrr 	 oin go.; Project
amen~dm,-nt f yh,, , 1[ ) , in:li 

(c) 	define mirirm ut iliz.linon ;stand rds for new and 
overhauldeu es i,,t and :peci fy corrective actions 
if the ztond. rd:: i r e not met. 

Recommendat ion No. h 

We recommend that USAID/Pakis:tarn improve its ability to take
 
timely remedial action by est ablishing procedures to:
 

(a) 	ensure tLht. nc ssAry act ion will be taken to
 
remedy ;ignifi -uont P,-qJipmnnt ut ilization problems
 
as they h'ucom-' known, 

(b) assign ,'l, r r,.;pon,::i i itf for monitoring1 
equ ipment. ard Ak i, cor re t ye act ion to an 
operational activity :;urh as the Off ice of 
Agricultural and Rural Deve lopmonnt:, and 
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(c) 	obtain periodic utilization status reports from the
 
Government of Pakistan on A.I.D.-funded equipment
 
and evaluate utilization to determine appropriate
 
corrective action.
 

Recommendation No. 6
 

We recomrmnd Lhat USAID/Pakistan:
 

a) 	 assist the Provincial Irrigation Departments to
 
develop aIn equipment preventive maintenance program
 
which include.s provisions for planning, scheduling,
 
and budgetirinj for the maintenance; and
 

b) 	 request Lhe Goverrment of Paki stan to report on the 
Provinc ial Irrigation Department's preventive 
maintonance program. 

Recommendation No. 7
 

We recommend that USAID/Pakistan coordinate with each 
Provincial Trrigation Department to determine how workshop
machiner ,-an be effectively utilized with minimum 
addi t ion,i A.I . D fund i ng for equipment overhaul or find 
other s,,; for this machinery. 

•//
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